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AMENDMENT NO. Calendar No.

Purpose: To provide a complete substitute.
IN THE SENATE OF THE UNITED STATES—110th Cong., 2d Sess.

S.3036

To direct the Administrator of the Environmental Protection
Agency to establish a program to decrease emissions
of greenhouse gases, and for other purposes.

Referred to the Committee on and
ordered to be printed

Ordered to lie on the table and to be printed

AMENDMENT IN THE NATURE OF A SUBSTITUTE Intended
to be proposed by Mrs. BOXER

Viz:
| Strike all after the enacting clause and insert the fol-
2 lowing:
3 SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
4 (a) SHORT TITLE.—This Act may be cited as the
5 “Lieberman-Warner Climate Security Act of 2008,
6 (b) TABLE OF CONTENTS.—The table of contents of
7 this Act is as follows:
Sec. 1. Short title; table of contents.
See. 2. Findings.
Sec. 3. Purposes.
Sec. 4. Definitions.
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TITLE I—IMMEDIATE ACTION

Subtitle A—Tracking Greenhouse Gas Kmissions

Purpose.
Federal greenhouse gas registry.
Enforcement.

No effect on other requirements.
Subtitle B—Early Clean Technology Deployment

Efficient Buildings Grant Program.

Super-Efficient Equipment and Appliances Development (SEAD)
Program.

Clean medium- and heavy-duty hybrid fleets program.

International clean energy deployment.

Subtitle C—Research

Research on effects of climate change on drinking water utilities.
Rocky Mountain Centers for Study of Coal Utilization.

Sun grant center for research on compliance with Clean Air Act.
Study by Administrator of black carbon emissions.

Study by Administrator of recycling.

Retail carbon offsets.

TITLE II—CAPPING GREENHOUSE GAS EMISSIONS

. Emission allowances.
Compliance obligation.

. Penalty for noncompliance.
. Regulations.

. 205. Report to Congress.

JE III—REDUCING EMISSIONS THROUGH OFFSETS AND
INTERNATIONAL ALLOWANCES

Subtitle A—Offsets in the United States

301. Outreach initiative on revenue enhancement for agricultural pro-

ducers.

302. Establishment of a domestic offset program.
303. Eligible offset project types.

304. Project initiation and approval.

305. Offset verification and issuance of allowances.
306. Tracking of reversals for sequestration projects.
307. Examinations.

Timing and the provision of offset allowances.

309. Offset registry.
310. Environmental considerations.
311. Program review.

Subtitle B—Offsets and Emission Allowances From Other Countries

321. Offset allowances originating from projects in other countries.
322. Emission allowances from other countries.

Subtitle C—Agriculture and Forestry Program in the United States
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Allocation.
Agriculture and Forestry Program.

Agricultural and forestry greenhouse gas management research.
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TITLE IV—ESTABLISHING A GREENHOUSE GAS EMISSION
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411.
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ALLOWANCE TRADING MARKET
Subtitle A—Trading

Sale, exchange, and retirement of allowances.
No restriction on transactions.
Allowance transfer and tracking system.

Subtitle B—Market Oversight and Enforcement

Finding.
Carbon market oversight and regulation.

Subtitle C—Carbon Market Efficiency Board

Establishment.
Composition and administration.
Duties.

Subtitle D—Climate Change Technology Board

Establishment.

Purpose.

Independence.

Advance notification of distributions of funds.
Congressional oversight of board expenditures.
Requirements.

Reviews and audits by Comptroller General.

Subtitle E—Auction on Consignment

Regulations.

TITLE V—FEDERAL PROGRAM TO PREVENT ECONOMIC

501.
502.

511.
512.
513.

521.
522.
523.
524.

HARDSHIP
Subtitle A—Banking

Indication of calendar year.
Lffect of time.

Subtitle B—Borrowing

Regulations.
Term.
Repayment with interest.

Subtitle C

Emergency Off-Ramps

Emergency off-ramps triggered by Board.

Cost-containment auctions.

Cost-containment auction price.

Regular auction reserve price.

Pool of emission allowances for the cost-containment auctions.
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See. 526. Limit on the quantity of emission allowances sold at any cost-contain-
ment auction.

See. 527. Using the proceeds of the annual cost-containment auctions.

See. 528. Returning emission allowanees not sold at the annual cost-contain-
ment auctions.

See. 529. Discontinuing the annual cost-containment auctions.

Subtitle D—Transition Assistance for Workers

See. 531. Establishment.

See. 532. Auctions.

See. 533. Deposits.

See. 534. Uses.

See. 535. Climate Change Worker Assistance Program.
See. 536. Workforee training and safety.

Subtitle E—Transition Assistance for Carbon-Intensive Manufacturers

See. 541. Allocation.
See. 542, Distribution.

Subtitle F—Transition Assistance for Fossil Fuel-Fired Electricity Generators

See. 551. Allocation.
See. 552, Distribution.

Subtitle G—Transition Assistance for Refiners of Petroleum-Based Fuel

See. 561. Allocation.
See. 562, Distribution.

Subtitle H—Transition Assistance for Natural-Gas Processors

See. 571. Allocation.
See. 572, Distribution.

Subtitle I—Federal Program for Energy Consumers

See. 581. Establishment.

See. 582. Auction.

Sec. 583. Deposits.

See. 584. Disbursements from the Climate Change Consumer Assistance Fund.
See. 585. Sense of Senate on tax initiative to protect consumers.

TITLE VI—PARTNERSHIPS WITH STATES, LOCALITIES, AND
INDIAN TRIBES

Subtitle A—Partnerships With State Governments to Prevent Economic
Hardship While Promoting Efficiency

Sec. 601. Assisting energy consumers through local distribution companies.
See. 602. Assisting State economies that rely heavily on manufacturing and
coal.

Subtitle B—Partnerships With States, Localities, and Indian Tribes to
Reduce Emissions

Sec. 611. Mass transit.
Sec. 612. Updating State building energy efficiency codes.
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See. 701. Regulations.
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Sec. 831. Allocation.
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Sece. 901. Definitions.
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Sec. 903. Auctions.
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See. 904. Deposits.

See. 905. Use of funds.
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See. 908. Forms of awards.

See. 909. Selection criteria.

Subtitle B—Advanced Research
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See. 913. Use of funds.

TITLE X—FUTURE OF COAL
Subtitle A—Kick-Start for Carbon Capture and Sequestration

See. 1001. Carbon Capture and Sequestration Technology Fund.
See. 1002. Auctions.

Sec. 1003. Deposits.
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Sec. 1005. Kick-Start Program.
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Sec. 1011. Allocation.

See. 1012. Qualifying projects.
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Subtitle C—Legal Framework

Sec. 1021. National drinking water regulations.
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TITLE XI—FUTURE OF TRANSPORTATION
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Sec. 1101. Purpose.
Sec. 1102. Allocation.
See. 1103. Clean medium- and heavy-duty hybrid fleets program.

Subtitle B—Advanced Vehicle Manufacturers

See. 1111. Climate Change Transportation Energy Technology Fund.
See. 1112, Auctions.

Sec. 1113. Deposits.

Sec. 1114. Use of funds.

See. 1115. Manufacturer facility conversion program.
Subtitle C—~Cellulosic Biofuel

See. 1121. Cellulosic biofuel program.
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1731. Retention of State authority.
Subtitle K—Tribal Authority
1741. Tribal authority.
Subtitle F—Clean Air Act
1751. Integration.
Subtitle G—State—Federal Interaction and Research

1761. Study and research.

SEC. 2. FINDINGS.

Congress finds that—

(1) unchecked global climate change poses a
significant threat to—

(A) the national security of the United

States;

(B) the economy of the United States;
(C) publi¢ health in the United States;
(D) the well-being of residents of the

United States;

(E) the well-being of residents of other
countries; and
(F) the global environment;

(2) pursuant to the United Nations Framework
Convention on Climate Change, done at New York
on May 9, 1992, the United States is committed to
stabilizing greenhouse gas concentrations in the at-
mosphere at a level that will prevent dangerous in-

terference with the climate system;
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(3) according to the Fourth Assessment Report
of the Intergovernmental Panel on Climate Change,
stabilizing ereenhouse gas concentrations in the at-
mosphere at a level that will prevent dangerous in-
terference with the climate system will require a
olobal effort to reduce worldwide anthropogenic
oreenhouse gas emissions by 50 to 85 percent below
2000 levels by 2050;

(4) prompt, decisive action is critical, because
oreenhouse gases can persist in the atmosphere for
more than a century;

(5) global climate change represents a poten-
tially significant threat multiplier for instability
around the world and is likely to exacerbate competi-
tion and conflict over agricultural, vegetative, ma-
rine, and water resources and displace people, thus
increasing hunger and poverty and causing increased
pressure on the most vulnerable developing coun-
tries;

(6) the strategic, social, political, economie, cul-
tural, and environmental consequences of global cli-
mate change are likely to have disproportionate im-
pacts on the most vulnerable developing countries,
which have fewer industrial emissions and less eco-

nomic and financial capacity to respond;
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(7) less developed countries rely to a much
oreater degree on the natural and environmental
systems likely to be affected by climate change for
sustenance and livelihoods, as well as economic
erowth and stability;

(8) the consequences of global climate change,
including inereases in poverty and destabilization of
economies and societies, are likely to pose a danger
to the security interest and economic interest of the
United States;

(9) 1t is in the national security and economic
interest of the United States to recognize, plan for,
and mitigate the international strategie, social, polit-
ical, cultural, environmental and economic effects of
a changing climate and to assist those in the most
vulnerable developing countries to increase resilience
to those effects;

(10) the ingenuity of the people of the United
States will allow the United States to become a lead-
er in curbing global climate change;

(11) it is possible and desirable—

(A) to cap greenhouse gas emissions, from
the sources that together account for the major-
ity of those emissions in the United States, at

or below the current level in 2012;
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(B) to lower the cap each year between
2012 and 2050; and
(C) to include in the system—

(1) measures to contain costs;

(i1) measures providing for periodic
reviews of the system;

(111) an aggressive program for deploy-
ing advanced technology that is developed
and manufactured in the United States;

(iv) programs to assist low- and mid-
dle-income energy consumers; and

(v) programs to mitigate the impacts
of that degree of global climate change
that now 1s unavoidable;

(12) Congress will need to update the system,
including the emission caps, to account for new sci-
entific information and steps taken or not taken by
other countries;

(13) the Federal Government currently pos-
sesses adequate data to support initial steps in the
establishment of a greenhouse gas emission trading
market and to support initial allocations of emission
allowances based upon historical emissions and other

historical activities;
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(14) the smooth functioning of a national emis-
sion trading market that is based upon a national
emissions cap that comes into effect at the beginning
of calendar year 2012 necessitates the establish-
ment, not later than January 1, 2011, of a Federal
system for determining, recording, and reporting
oreenhouse gas emissions at an entity-specific level;

(15) prompt and decisive domestic climate
change investments represent an unprecedented eco-
nomic development opportunity for the United
States;

(16) an environmental economic development
policy should seek to increase the per-capita income
and protect the interests of working families;

(17) the measures in this Act are not the only
measures that Congress will need to enact over the
decades-long program established by this Act in
order to avert dangerous climate change and avoid
the imposition of hardship on United States resi-
dents;

(18) State and local government programs, in-
cluding incentives, renewable portfolio standards, en-
ergy-efficiency requirements, land-use policies, and
other such programs typically implemented at the

State and local levels are having and will continue
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to have a substantial and direct beneficial effect on
reducing greenhouse gas emissions;

(19) emissions of sulfur dioxide, nitrogen ox-
ides, and mercury in the United States continue to
inflict harm on the public health, economy, and nat-
ural resources of the United States;

(20) fossil fuel-fired electric power generating
facilities emit approximately 67 percent of the total
sulfur-dioxide emissions, 23 percent of the total ni-
trogen-oxide emissions, 40 percent of the total car-
bon-dioxide emissions, and 40 percent of the total
mercury emissions in the United States;

(21) more than half the electricity generated in
the United States is generated through the burning
of coal;

(22) the reserve of coal in the United States is
larger than the reserve of coal in any other country;

(23) while the reductions in emissions of sulfur
dioxide, nitrogen oxides, and mercury that will occur
in the presence of a declining cap on the greenhouse
cas emissions from coal-fired electric power gener-
ating facilities are larger than those that would
occur in the absence of such a cap, new, stricter

Federal limits on emissions of sulfur dioxide, nitro-
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een oxides, and mercury may still be needed to pro-
tect public health; and

(24) many existing fossil fuel-fired electric
power generating facilities in the United States were
exempted by Congress from emission limitations ap-
plicable to new and modified facilities of that type
based on an expectation by Congress that, over time,
those facilities would be retired or updated with new
pollution control equipment, but many of the ex-
empted facilities nevertheless continue to operate
and emit pollution at relatively high rates and with-
out new pollution control equipment.

3. PURPOSES.
The purposes of this Act are—

(1) to establish the core of a Federal program
that will reduce United States greenhouse gas emis-
sions substantially enough to avert the catastrophic
impacts of global climate change; and

(2) to accomplish that purpose while—

(A) preserving robust growth in the United

States economy;

(B) creating new jobs in the United States;
(C) avoiding the imposition of hardship on

United States residents;
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(D) reducing the dependence of the United
States on petroleum produced in other coun-
tries;

(E) imposing no net cost on the Federal
Government;

(F) ensuring that the financial resources
provided by the program established by this Act
for technology deployment are predominantly
imnvested in development, production, and con-
struction of that technology in the United
States; and

(G) encouraging complementary State and
local government policies and programs that
promote energy efficiency and technology de-
ployment or otherwise reduce greenhouse gas
emissions.

SEC. 4. DEFINITIONS.
In this Act:

(1) ADDITIONAL; ADDITIONALITY.—The terms
“additional” and ‘“‘additionality’” mean the extent to
which reductions in greenhouse gas emissions or in-
creases 1n sequestration are incremental to business
as usual, with no greenhouse gas incentives, for a

project entity.
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(2) ADMINISTRATOR.—The term ‘‘Adminis-
trator” means the Administrator of the Environ-
mental Protection Agency.

(3) ADVANCED TECHNOLOGY VEHICLE.—The
term “‘advanced technology vehicle” means an elec-
tric vehicle, a fuel cell-powered vehicle, a hybrid or
plug-in hybrid electriec vehicle, an advanced diesel
light duty motor vehicle, or a hydrogen-fueled vehicle
that meets—

(A) the Tier II Bin 5 emission standard
established in regulations prescribed by the Ad-
ministrator under section 202(i) of the Clean
Air Act (42 U.S.C. 7521(i)), or a lower-num-
bered Bin emission standard;

(B) any new emission standard for fine
particulate matter prescribed by the Adminis-
trator under that Act; and

(C) a standard of at least 125 percent of
the average base year combined fuel economy,
calculated on an energy-equivalent basis for ve-
hicles other than advanced diesel light-duty
motor vehicles, for vehicles of a substantially
similar nature and footprint.

(4)  ALLOWANCE.—The term  ‘“‘allowance”

means—
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(A) an emission allowance;

(B) an offset allowance; or

(C) an international allowance.

(5) AQUATIC SYSTEM.—

(A) IN GENERAL.—The term “‘aquatic sys-
tem” means any environment that is wet for at
least part of the year in which plants and ani-
mals interact with the chemical and physical
features of the environment.

(B) INCLUSIONS.

The term ‘“‘aquatic sys-
tem” includes an environment described in sub-
paragraph (A) with respect to—

(1) any body of freshwater or salt
water, such as a pond or ocean; and
(i1) groundwater.

(6) BASELINE.—The term ‘‘baseline” means
the level of greenhouse gas emissions or a carbon
stock scenario that would occur with respect to a
project or activity in the absence of an offset project.

(7)  BIOLOGICAL  SEQUESTRATION;  BIO-
LOGICALLY SEQUESTERED.—The terms ‘‘biological
sequestration” and  “biologically  sequestered”
mean—

(A) the capture, separation, isolation, or

removal of greenhouse gases from the atmos-
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phere by terrestrial biological means, such as by
erowing plants; and
(B) the storage of those greenhouse gcases
in plants or related soils.

(8) BOARD.—The term “Board” means the
Carbon Market Efficiency Board established by sec-
tion 421.

(9) CARBON CONTENT.—The term ‘“‘carbon con-
tent” means the quantity of carbon, per unit of
weight or energy value, contained in a fuel.

(10) CARBON DIOXIDE EQUIVALENT.—The
term ‘“‘carbon dioxide equivalent” means, for each
HFC or non-HHFC greenhouse gas, the quantity of
the gas that the Administrator determines makes
the same contribution to global warming as 1 metric
ton of carbon dioxide.

(11) CLIMATE REGISTRY.—The term ‘“Chimate
Registry” means the greenhouse gas emission reg-
istry jointly established and managed by more than
40 States and Indian tribes to collect greenhouse
cas emission data from entities to support various
oreenhouse gas emission reporting and reduction
policies for the member States and Indian tribes.

(12) COMBINED FUEL ECONOMY.—The term

“combined fuel economy’” means—
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(A) the combined city-highway miles per
callon values, as reported in accordance with
section 32908 of title 49, United States Code;
and

(B) in the case of an electric drive vehicle
with the ability to recharge from an off-board
source, the reported mileage, as determined in

a manner consistent with the Society of Auto-

motive Engineers recommended practice for

that configuration, or a similar practice rec-

ommended by the Secretary of Energy, using a

petroleum equivalence factor for the off-board

electricity (as defined by the Secretary of En-
ergy).

(13) CONVENTION.—The term ‘‘Convention”
means the United Nations Framework Convention
on Climate Change, done at New York on May 9,
1992, and entered into force on March 21, 1994.

(14) COST-CONTAINMENT AUCTION.—The term
“cost-containment auction” means an auction of
emission allowances conducted by the Administrator
pursuant to section 522.

(15) COST-CONTAINMENT AUCTION PRICE.—
The term ‘“‘cost-containment auction price” means

the single price at which emission allowances are of-
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fered for sale during a cost-containment auction in

a particular year.

(16) COVERED ENTITY.—The term ‘covered

entity” means—

(A) any entity that, during a 1-year period,
uses more than 5,000 metric tons of coal in the
United States;

(B) any entity that is a natural gas proc-
essing plant in the United States (other than in
the State of Alaska);

(C) any entity that produces natural gas in
the State of Alaska or the Federal waters of the
Alaska Outer Continental Shelf;

(D) any entity that holds title to natural
eas, including liquefied natural gas, at the time
the natural gas is 1mported into the United
States;

(E) any entity that manufactures in the
United States petroleum-based liquid or gas-
eous fuel, petroleum coke, or coal-based liquid
or gaseous fuel, the combustion of which will,
assuming no sequestration, emit a non-HFC
ereenhouse gas;

(F') any entity that holds title, at the time

of importation into the United States, to petro-
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leum-based liquid or gaseous fuel, petroleum
coke, or coal-based liquid or gaseous fuel, the
combustion of which will, assuming no seques-
tration, emit a non-lHHFC greenhouse gas;

(G) any entity that, during a l-year pe-
riod, manufactures more than 10,000 carbon
dioxide equivalents of non—IHHFC greenhouse gas
in the United States;

(H) any entity that, during any 1-year pe-
riod, holds title, at the time of importation into
the United States, to more than 10,000 carbon
dioxide equivalents of non—-HFC greenhouse
oas; or

(I) any entity that manufactures any
hydrochlorofluorocarbon in the United States.

(17) DESTRUCTION.—The term ‘‘destruction”

means the extent to which the conversion of a green-
house gas to another gas, by thermal, chemical, or

other means, reduces global warming potential.

(18) ECOLOGICAL PROCESS.—The term ‘“‘eco-

logical process” means a biological, chemical, or
physical interaction between and among the biotic

and abiotic components of an ecosystem, including—

(A) nutrient cyeling;

(B) pollination;
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() a predator-prey relationship;
D) soil formation;

E) gene flow;

(
(
(
(F") larval dispersal and settlement;
(G) echanges in hydrology;

(H) decomposition; and

(I) a disturbance regime, such as fire or
flooding.

(19) EMISSION ALLOWANCE.—The term ‘“‘emis-

sion allowance” means an allowance established by

the Administrator pursuant to section 201(a).

The

(20) ENGINEERING INTEGRATION COSTS.
term ‘“‘engineering integration costs” includes the
cost of engineering tasks performed in the United
States relating to—

(A) incorporating qualifying components
into the design of advanced technology vehicles;
and

(B) designing new tooling and equipment
for production facilities that produce in the
United States qualifying components or ad-
vanced technology vehicles.

(21) FAIR MARKET VALUE.—The term ‘“fair
market value” means the average market price, in a

particular calendar year, of an emission allowance.
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(22) F1st AND WILDLIFE.—The term “‘fish and
wildlife” means—

(A) any species of wild fauna, including
fish and other aquatic species; and

(B) any fauna in a captive breeding pro-
oram the object of which is to reintroduce indi-

viduals of a depleted indigenous species into a

previously occupied range.

(23) GEOLOGICAL SEQUESTRATION; GEOLOGI-
JALLY SEQUESTERED.—The terms ‘“‘geological se-
questration” and ‘“‘geologically sequestered” mean
the permanent isolation of greenhouse gases, without
reversal, in geological formations.

(24) HABITAT.—The term “habitat’” means the
physical, chemical, and biological properties that are
used by wildlife (including aquatic and terrestrial
plant communities) for growth, reproduction, sur-
vival, food, water, cover, and space, on a tract of
land, in a body of water, or in an area or region.

(25) HFC.—The term “HFC” means a
hydrofluorocarbon.

(26) INDIAN TRIBE.—The term “Indian tribe”
has the meaning given the term in section 4 of the
Indian Self-Determination and Education Assistance

Act (25 U.S.C. 450b).
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(27) INTERNATIONAL FOREST CARBON ACTIVI-

TIES.—The term ‘“‘international forest carbon activi-
ties” means national or subnational activities in
countries other than the United States that—

(A) are directed at—

(i) reducing greenhouse gas emissions
from deforestation and forest degradation;
and

(i1) increasing sequestration of carbon
through—

(I) restoration of forests;

(IT) restoration of degraded land
that has not been forested prior to
restoration;

(ITI) afforestation, using native
species, where practicable; and

(IV) improved forest manage-
ment; and

(B) meet the eligibility requirements and
quality criteria promulgated under sections
1313(a) and 1314(b).

(28) LEAKAGE.—The term ‘leakage” means—

(A) a significant unaccounted increase in

oreenhouse gas emissions by a facility or entity
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caused by an offset project, as determined by
the Administrator; or
(B) a significant unaccounted decrease in
sequestration that is caused by an offset
project, as determined by the Administrator.

(29) LOCAL DISTRIBUTION COMPANY.—The

term ““local distribution company’” means an entity,

whether public or private—

(A) that has a legal, regulatory, or con-
tractual obligation to deliver electricity or nat-
ural gas to retail consumers; and

(B) whose rates and costs are, except in
the case of a registered electric cooperative, reg-
ulated by a State agency, regulatory commis-
sion, municipality, or public utility district, or
by an Indian tribe pursuant to tribal law.

(30) MANUFACTURE.—
(A) IN GENERAL.—The term ‘“manufac-

’ means to make an item, substance, or

ture’
material, for sale or distribution, through the
application of technology and industrial proe-
esses.

(B) EXCLUSION.—The term ‘“manufac-

ture” does not include the creation of a green-

house gas through anaerobic decomposition.
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(31) NAFTA cOUNTRY.—The term “NAFTA

country” means a country that is a party to the
North American Free Trade Agreement.
(32) NATURAL GAS PROCESSING PLANT.—

(A) IN GENERAL.—The term “natural gas
processing plant” means a facility that is de-
signed—

(1) to separate natural-gas liquids
from natural gas; or

(1) to fractionate mixed natural-gas
liquids into natural-gas products.

(B) EXCLUSION.—The term “natural gas
processing plant” does not include a wellhead
or pipeline facility that removes natural-cas liq-
uid condensate for operational or safety pur-
poses.

(33) NON-HFC GREENHOUSE GAS.—The term

“non-HF'C greenhouse gas” means any of—
(A) carbon dioxide;

(B) methane;

(C) nitrous oxide;

(D) sulfur hexafluoride; or

(E) a perfluorocarbon.

(34) OFFSET ALLOWANCE.—The term “offset

allowance” means an allowance allocated by the Ad-
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ministrator pursuant to subtitle A or subtitle B of
title II1, or subtitle B of title XIII.

(35) OFFSET PROJECT.—The term “offset
project” means a project that reduces emissions or
increases terrestrial sequestration of greenhouse
cases from sources or sinks that would otherwise not
have been covered under the limitation on the emis-
sion of greenhouse gases under this Act.

(36) PranT.—The term ‘“plant” means any
species of wild flora.

(37) PROJECT DEVELOPER.—The term “‘project
developer” means an individual or entity imple-
menting an offset project.

(38)  QUALIFYING COMPONENT.—The term
“qualifying component’” means a component that the
Secretary of Energy determines to be—

(A) specially designed for advanced tech-
nology vehicles;

(B) installed for the purpose of meeting
the performance requirements of advanced tech-
nology vehicles; and

(C) manufactured in the United States.
(39) REGIONAL GREENHOUSE GAS INITIA-

TIVE.—The term “Regional Greenhouse Gas Initia-

tive”” means the cooperative effort by, as of the date
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of enactment of this Act, the States of Connecticut,
Delaware, Maine, Maryland, New Hampshire, New
Jersey, New York, and Vermont, to reduce carbon
dioxide emissions.

(40) REGISTRY.—The term ‘“‘Registry’” means
the Federal greenhouse gas registry established
under section 102(a).

(41) REGULAR AUCTION.—The term ‘“‘regular
auction” means an auction of emission allowances
conducted by the Administrator under this Act that
1s not a cost-containment auction.

(42) REGULAR AUCTION RESERVE PRICE.—The
term ‘‘regular auction reserve price’”” means the price
below which an emission allowance may not be sold
through a regular auction.

(43) RETAIL RATE FOR DISTRIBUTION SERV-
ICE.—

(A) IN GENERAL.—The term ‘‘retail rate

for distribution service’” means the rate that a

local distribution company charges for the use

of the system of the local distribution company.
(B) EXCLUSION.—The term ‘‘retail rate
for distribution service” does not include any

energy component of the rate.
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(44) RETIRE AN ALLOWANCE.—The term ‘‘re-
tire an allowance” means to disqualify an allowance
for any subsequent use, regardless of whether the
use 1s a sale, exchange, or submission of the allow-
ance 1n satisfaction of a compliance obligation.

(45) REVERSAL.—The term ‘‘reversal” means
an intentional or unintentional loss of sequestered
carbon dioxide to the atmosphere in significant
quantities, as determined by the Administrator, in
order to accomplish the purposes of the Act in an
effective and efficient manner.

(46) RURAL ELECTRIC COOPERATIVE.—The
term ‘“‘rural electric cooperative” means a coopera-
tively owned association that—

(A) was in existence as of October 18,

2007; and

(B) 1s eligible to receive loans under sec-

tion 4 of the Rural Electrification Act of 1936

(7 U.S.C. 904).

(47) SEQUESTERED AND SEQUESTRATION.—
The terms “sequestered” and “‘sequestration” mean
biological or geological sequestration.

(48) STATE.—The term ‘“State’” means—

(A) a State;
(B) the District of Columbia;
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(C) the Commonwealth of Puerto Rico;
and
(D) any other territory or possession of the

United States.

(49) STATE REGULATORY AUTHORITY.—The
term “State regulatory authority’” means any State
agency that has ratemaking authority with respect
to the retail rate for electricity or natural-gas dis-
tribution service.

(50) TERRESTRIAL ECOSYSTEM.—The term
“terrestrial ecosystem’” means a land-occurring com-
munity of organisms, together with their environ-
ment.

(51) TRIBAL REGULATORY AUTHORITY.—The
term “tribal regulatory authority” means any Indian
tribe that has been granted statutory authority in
accordance with section 301(d) of the Clean Air Act
(42 U.S.C. 7601(d)).

TITLE I-IMMEDIATE ACTION

Subtitle A—Tracking Greenhouse

(GGas Emissions

SEC. 101. PURPOSE.

The purpose of this title is to establish a Federal

24 greenhouse gas registry that—

25

(1) 1s national in scope;
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(2) 1s complete, consistent, transparent, accu-
rate, precise, and reliable; and
(3) provides the data necessary to implement
the emission limitations and emission trading mar-
ket established pursuant to this Act.
SEC. 102. FEDERAL GREENHOUSE GAS REGISTRY.

(a) REGULATIONS.

Not later than 2 years after the
date of enactment of this Act, the Administrator shall pro-
mulgate regulations establishing a Federal greenhouse gas
registry that—
(1) achieves the purposes described in section
101; and
(2) requires emission reporting to begin for cal-
endar year 2011.
(b) CLIMATE REGISTRY.—The notice of final agency
action promulgating regulations under subsection (a) shall
explain each consequential inconsistency between those

regulations and the provisions of the Climate Registry.

(¢) REQUIREMENTS.—The regulations promulgated
pursuant to subsection (a) shall—

(1) ensure the completeness, consistency, trans-

parency, accuracy, precision, and reliability of data

on greenhouse gas emissions in the United States

and on the production and manufacture in the

United States, and importation into the United
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States, of fuels and other products the uses of which
result in the emission of greenhouse gas;

(2) exceed or conform to the best practices from
the most recent Kederal, State, tribal, and inter-
national protocols for the measurement, accounting,
reporting, and verification of greenhouse gas emis-
sions, including, in particular, the Climate Registry,
taking into account the latest scientific research;

(3) require that, wherever feasible, submitted
data are monitored using monitoring systems for
fuel flow or emissions, such as continuous emission
monitoring systems or systems of equivalent preci-
sion, reliability, accessibility, and timeliness;

(4) require that, if an entity is already using a
continuous emission monitoring system to monitor
mass emissions of a greenhouse gas under a provi-
sion of law in effect as of the date of enactment of
this Act that is consistent with this Act, that system
be used to monitor submitted data;

(5) include methods for avoiding the double-
counting of greenhouse gas emissions;

(6) include protocols to prevent entities from
avoiding reporting requirements;

(7) include protocols for verification of sub-

mitted data;
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(8) establish a means for electronic reporting;

(9) ensure verification and auditing of sub-
mitted data;

(10) establish consistent policies for calculating
carbon content and greenhouse gas emissions for
each type of fossil fuel reported;

(11) provide for public dissemination on the
Internet of all verified data that are not—

(A) vital to the national security of the

United States, as determined by the President;

or

(B) confidential business information that
cannot be derived from information that is oth-
erwise publicly available and that would cause
significant calculable competitive harm if pub-
lished (except that information relating to
oreenhouse gas emissions shall not be consid-
ered to be confidential business information);

(12) preseribe methods by which the Adminis-
trator shall, in cases in which satisfactory data are
not submitted to the Administrator for any period of
time—

(A) replace the missing data with a con-
servative estimate of the highest emission levels

that may have occurred during the period for
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which data are missing, in order to ensure

emissions are not under-reported and to create

a strong incentive for meeting data monitoring

and reporting requirements; and

(B) take appropriate enforcement action;

and

(13) ensure that no offset allowance distributed
to the government of a foreign country pursuant to
subtitle B of title XIII 1s transferred both into the
oreenhouse gas emission trading market established
by this Act and into another such market.

SEC. 103. ENFORCEMENT.

(a) Crvi ACTIONS.—The Administrator may bring
a civil action in a United States district court against any
entity that fails to comply with any requirement promul-
cated pursuant to section 102.

(b) PENALTY.—Any person that has violated or is
violating regulations promulgated pursuant to section 102
shall be subject to a civil penalty of not more than $25,000
per day for each violation.

(¢) PENALTY ADJUSTMENT.—For the fiscal year in
which this Act is enacted and each fiscal year thereafter,
the Administrator shall, by regulation, adjust the penalty
specified in subsection (b) to reflect changes for the 12-

month period ending the preceding November 30 in the
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Consumer Price Index for All Urban Consumers published
by the Bureau of Labor Statistics of the Department of
Labor.
SEC. 104. NO EFFECT ON OTHER REQUIREMENTS.

Nothing in this subtitle affects any requirement in
effect as of the date of enactment of this Act relating to
the reporting of—

(1) fossil-fuel production, refining, importation,
exportation, or consumption data;
(2) ereenhouse gas emission data; or
(3) other relevant data.
Subtitle B—Early Clean
Technology Deployment
SEC. 111. EFFICIENT BUILDINGS GRANT PROGRAM.

(a) IN GENERAL.—The Administrator shall establish
and carry out a program, to be known as the “KEfficient
Buildings Grant Program”, under which the Adminis-
trator shall provide grants to owners of buildings in the
United States for use in—

(1) constructing new, highly-efficient buildings
in the United States; and
(2) increasing the efficiency of existing build-

ings in the United States.

(b) REQUIREMENTS.—The Administrator shall pro-

vide grants under this section to owners of buildings in
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the United States based on the extent to which building
projects proposed to be carried out using funds from the
erants would result in verifiable, additional, and enforce-
able reductions in direct and indirect greenhouse gas emis-
sions—

(1) in new or renovated buildings that dem-
onstrate exemplary performance by achieving a min-
imum score of 75 on the benchmarking tool of the
Energy Star program established by section 324A of
the Energy Policy and Conservation Act (42 U.S.C.
6294a), or an equivalent score on an established en-
ergy performance benchmarking metric as deter-
mined under the regulations promulgated pursuant
to subsection (d); and

(2) in retrofitted existing buildings that dem-
onstrate substantial improvement in the score or rat-
ing on that benchmarking tool by a minimum of 30
points, or an equivalent improvement using an es-
tablished performance benchmarking metric as de-
termined under the regulations promulgated pursu-
ant to subsection (d).

(¢) PRIORITY.—In providing grants under this see-
tion, the Administrator shall give priority to projects

that—
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(1) are completed by building owners with a
proven track record of building efficiency perform-
ance; or

(2) result in measurable greenhouse gas reduc-
tion benefits not encompassed within the metrics of
the Energy Star program referred to in subsection
(b)(1).

(d) REGULATIONS.

Not later than 2 years after the
date of enactment of this Act, the Administrator shall pro-

mulgate regulations to implement this section.

(e) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated such sums as are nec-

essary to carry out this section.

(f) TERMINATION OF AUTHORITY.—The program es-
tablished under this section, and all authority provided
under this section, shall terminate on the date on which
the Efficient Buildings Allowance Program is established
under section 802.

SEC. 112. SUPER-EFFICIENT EQUIPMENT AND APPLIANCES
DEVELOPMENT (SEAD) PROGRAM.

(a) IN GENERAL.—The Administrator shall establish
and carry out a program, to be known as the “Super-Effi-
cient Equipment and Appliances Development Program”
or “SEAD Program”, under which the Administrator

shall provide grants to retailers and distributors in the
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United States for use in increasing sales of high-efficiency
building equipment, high-efficiency consumer electronies,
and high-efficiency household appliances through mar-
keting strategies such as consumer rebates, with the goals
of—

(1) minimizing lifecyele costs for consumers;

and

(2) maximizing public benefit.

(b) AMOUNT OF INDIVIDUAL GRANTS.—The amount
of each grant for each type of product shall be determined
by the Administrator, in consultation with the Secretary
of Energy, State and utility efficiency program adminis-
trators, and national laboratories.

(¢) REPORTING.—Each retailer and distributor par-
ticipating in the program under this section shall be re-
quired to report to the Administrator, on a confidential
basis for the purpose of program design—

(1) the number of products of the retailer or
distributer sold within each product type; and

(2) wholesale purchase-price data relating to
those sales.

(d) CoST-EFFECTIVENESS REQUIREMENT.—

(1) DEFINITIONS.—In this subsection:
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1 (A)  COST-EFFECTIVENESS.—The  term
2 “cost-effectiveness” means a value equal to the
3 product obtained by multiplying—

4 (1) the net number of highly-efficient
5 pieces of equipment, electronics, and appli-
6 ances sold by a retailer or distributor in a
7 calendar year; by

8 (i1) the savings during the projected
9 useful life, not to exceed 10 years, obtained
10 by using the pieces of equipment, elec-
11 tronics, and appliances (including the im-
12 pact of any documented measures to retire
13 low-performing devices at the time of pur-
14 chase of highly-efficient substitutes).

15 (B) SAVINGS.—The term “‘savings’” means
16 the megawatt-hours of electricity, or million
17 British thermal units of other fuels, that are
18 saved by the use of a product, as compared to
19 the projected energy consumption that would
20 result from the use of another product, based
21 on the efficiency performance of displaced new
22 product sales.
23 (2) REQUIREMENT.—Cost-effectiveness shall be
24 a top priority of the Administrator in providing

25 oerants under this section.
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(e) AUTHORIZATION OF APPROPRIATIONS.—There

are authorized to be appropriated such sums as are nec-
essary to carry out this section.

(f) TERMINATION OF AUTHORITY.—The program es-
tablished under this section, and all authority provided
under this section, shall terminate on the date on which
the Super-Efficient Equipment and Appliances Deploy-
ment Program is established under section 812.

SEC. 113. CLEAN MEDIUM- AND HEAVY-DUTY HYBRID
FLEETS PROGRAM.

(a) IN GENERAL.—The Administrator shall by regu-
lation establish and carry out a program under which the
Administrator shall provide grants to entities in the
United States, for the purchase of advanced medium- and
heavy-duty hybrid commercial vehicles, based on dem-
onstrated increases in fuel efficiency of those commercial
vehicles.

(b) REQUIREMENTS.—The regulations promuleated
gu P 24

pursuant to subsection (a) shall provide that—

(1) only a purchaser of a commercial vehicle
weighing at least 8,500 pounds shall be eligible for
receipt of emission allowances under the program;

(2) the purchaser of a qualifying vehicle shall
have certainty, at the time of purchase of a quali-

fying vehicle, of—
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1 (A) the amount of the grant to be pro-
2 vided; and

3 (B) the time at which grant funds shall be
4 available;

5 (3) the amount of a grant provided under this
6 section shall increase in direct proportion to the fuel
7 efficiency of a commercial vehicle to be purchased
8 using funds from the grant;

9 (4) the amounts made available to provide
10 orants under this section shall be allocated by the
11 Administrator for at least 3 classes of vehicle
12 weight, to ensure—

13 (A) adequate availability of grant funds for
14 different categories of commercial vehicles; and
15 (B) that the amount of a grant provided
16 for the purchase of a heavier, more expensive
17 vehicle is proportional to the amount of a grant
18 provided for the purchase of a lighter, less ex-
19 pensive vehicle; and
20 (5) the amount provided per grant shall de-
21 crease over time to encourage ecarly purchases of
22 qualifying commercial vehicles.
23 (¢) AUTHORIZATION OF APPROPRIATIONS.—There
24 are authorized to be appropriated such sums as are nec-

25 essary to carry out this section.
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(d) TERMINATION OF AUTHORITY.—The program es-
tablished under this section, and all authority provided
under this section, shall terminate on the date on which
the clean medium- and heavy-duty hybrid fleets program
is established under section 1103.

SEC. 114. INTERNATIONAL CLEAN ENERGY DEPLOYMENT.

(a) PURPOSE.—The purpose of this section is to pro-
mote and leverage private financing for the development
and international deployment of technologies that will con-
tribute to sustainable economic growth and the stabiliza-
tion of greenhouse gas concentrations in the atmosphere
at a level that will prevent dangerous anthropogenic inter-
ference with the climate system.

(b) DEFINITIONS.—In this section:

(1) APPROPRIATE COMMITTEES OF (ON-
GRESS.—The term “appropriate committees of Con-
oress’” means—

(A) in the Senate—

(i) the Committee on Koreign Rela-
tions;

(i1) the Committee on Finance;

(i1i) the Committee on Energy and
Natural Resources;

(iv) the Committee on Environment

and Public Works; and



OADEC\DECO08401.xml [file 2 of 18] S.L.C.

O o0 N N W BB W

|\ I NO TR NG I NS R NS R e T e T e T e e e T
A W N = O VWV 00 N O W BN~ W NN = ©

44

(v) the Committee on Appropriations;
and

(B) in the House of Representatives—

(1) the Committee on Foreign Affairs;
(i1) the Committee on Ways and

Means;

(i1i) the Committee on Energy and

Commerce;

(iv) the Committee on Natural Re-
sources; and
(v) the Committee on Appropriations.

(2) BOARD.—The term “Board” means the
International Clean Energy Deployment Board es-
tablished under subsection (¢)(1).

(3) ELIGIBLE COUNTRY.—The term ‘“eligible
country” means a foreign country that, as deter-
mined by the President—

(A) 1s not a member of the Organization
for Economic Cooperation and Development;
and

(B)(1) has made a binding commitment,
pursuant to an international agreement to
which the United States is a party, to carry out

actions to produce measurable, reportable, and



OADEC\DECO08401.xml [file 2 of 18] S.L.C.

45

| verifiable greenhouse gas emission mitigations;
2 or

3 (i1) as certified by the Board to the appro-
4 priate committees of Congress, has in force
5 binding national policies and measures that are
6 capable of producing measurable, reportable,
7 and verifiable greenhouse gas emission mitiga-
8 tions.

9 (4) QUALIFIED ENTITY.—The term ‘“qualified
10 entity” means—

11 (A) the national government of an eligible
12 country;

13 (B) a regional or local governmental unit
14 of an eligible country; and

15 (C) a nongovernmental organization or a
16 private entity located or operating in an eligible
17 country.

18 (¢) INTERNATIONAL CLEAN ENERGY DEPLOYMENT
19 BOARD.—
20 (1) EsTABLISHMENT.—Not later than 90 days
21 after the date of enactment of this Act, the Presi-
22 dent shall establish a board, to be known as the “
23 International ~ Clean  Development  Technology
24 Board”.
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(2) CoMPOSITION.—The Board shall be com-
posed of—

(A) the Secretary of State, who shall serve
as Chairperson of the Board,;

(B) the Secretary of the Treasury;

(C) the Secretary of Energy;

(D) the Secretary of Commerce;

(E) the Administrator;

(F) the Administrator of the United States
Agency for International Development;

(G) the United States Trade Representa-
tive; and

(H) such other officials as the President

determines to be appropriate.

(3) Duries.—The Board shall administer the
Fund in a manner that ensures that amounts made
available to carry out the program—

(A) are used in a manner that best pro-
motes the participation of, and investments by,
the private sector;

(B) are allocated in a manner consistent
with commitments by the United States under
international climate change agreements; and

(C) are expended to achieve the greatest

oreenhouse gas emission mitigation with the
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lowest practicable cost, consistent with subpara-

oraphs (A) and (B).

(4) ASSISTANCE.—The Board shall provide as-
sistance under this section to qualified entities to
support the purposes of this section.

(5) FORM OF ASSISTANCE.—In accordance with
international the Federal and international intellec-
tual property law, assistance under this subsection
shall be provided—

(A) as direct assistance in the form of
orants, congressional loans, cooperative agree-
ments, contracts, insurance, or loan guarantees
to or with qualified entities;

(B) as indirect assistance to qualified enti-
ties through—

(1) funding for international clean
technology funds supported by multilateral
Institutions;

(1) support from development and ex-
port promotion assistance programs of the
Federal Government; or

(111) support from international tech-
nology programs of the Department of En-

ergy; or
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(C) in such other forms as the Board de-

termines to be appropriate.
(6) USE OF ASSISTANCE.—Assistance provided
under this subsection shall be used for 1 or more of

the following purposes:

(A) Funding for capacity building pro-

orams, mcluding—

(1) developing and implementing meth-
odologies and programs for measuring and
quantifying greenhouse gas emissions and
verifying emission reductions;

(i1) assessing technology and policy
options for greenhouse gas emission miti-
cations; and

(ii1) providing other forms of technical
assistance to facilitate the qualification for,
and receipt of, program funding under this
section.

(B) Funding for technology programs to

mitigate greenhouse gas emissions through Fed-
eral or State engagement in cooperative re-
search and development activities with eligible

countries, including on the subject of—

(1) transportation technologies;

(11) coal, including low-rank coal;
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(111) energy efficiency programs;
(iv) renewable energy sources; and

(v) industrial and building activities.

(7) SELECTION OF PROJECTS.—

(A) IN GENERAL.—The Board shall be re-
sponsible for selecting qualified entities to re-
ceive assistance under this subsection.

(B) NOTIFICATION.—The Board shall not
provide assistance under this subsection until
the date that is 30 days after the date on which
the Board submits to the appropriate commit-
tees of Congress a notice of the proposed assist-

ance, including—

(1) in the case of a capacity building

program—

(I) a description of the capacity
building program to be funded using
the assistance;

(IT) the terms and conditions of
the provision of assistance; and

(ITIT) a description of how the ca-
pacity building program will con-
tribute to achieving the purposes of

this section; or
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(i) in the case of a technology pro-
oram—

(I) a description of the tech-
nology program to be funded using
the assistance;

(IT) the terms and conditions of
the provision of assistance;

(IIT) an estimate of the addi-
tional quantity of greenhouse gas
emission reductions expected due to
the use of the assistance; and

(IV) a description of how the
technology program will contribute to
achieving the purposes of this section.

(d) REPORTS.—

(1) INTTIAL REPORT.—Not later than 270 days
after the date of enactment of this Act, the Presi-
dent shall submit to the appropriate committees of
Congress a report desceribing the criteria to be used
to determine whether a country is an eligible coun-
try.

(2) SUBSEQUENT REPORTS.—Not later than 1

yvear after the date of enactment of this Act, and an-
nually thereafter, the President shall submit to the

appropriate committees of Congress a report describ-
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| ing the assistance provided under this section by the

2 Board during the preceding calendar year, includ-

3 ng—

4 (A) the aggregate amount of assistance

5 provided for capacity building initiatives and

6 technology deployment initiatives; and

7 (B) a description of each initiative funded

8 using the assistance, including—

9 (1) the amount of assistance provided;
10 (11) the terms and conditions of provi-
11 sion of the assistance; and
12 (ii1) the anticipated reductions in
13 ereenhouse gas emissions to be achieved as
14 a result of technology deployment initia-
15 tives.

16 (e) EFFECT OF SECTION.—Nothing in this section al-

17 ters or affects any authority of the Secretary of State

18 under—

19 (1) title V of the Foreign Relations Authoriza-
20 tion Aect, Fiscal Year 1979 (22 U.S.C. 2656a et
21 se(.); or

22 (2) section 622(c) of the Foreign Assistance
23 Act of 1961 (22 U.S.C. 2382(c)).

24 (f) AUTHORIZATION OF APPROPRIATIONS.—There is

25 authorized to be appropriated to carry out this section
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$2,000,000,000 for the period of fiscal years 2009
through 2011.

() TERMINATION OF AUTHORITY.—The program es-
tablished under this section, and all authority provided
under this section, shall terminate on the date on which
the International Clean Energy Technology Program is es-
tablished under section 1321.

Subtitle C—Research
SEC. 121. RESEARCH ON EFFECTS OF CLIMATE CHANGE ON
DRINKING WATER UTILITIES.

(a) IN GENERAL.—The Administrator, in cooperation
with the Secretary of Commerce, the Secretary of Energy,
and the Secretary of the Interior, shall establish and carry
out a program of directed and applied research, to be con-
ducted through a nonprofit water research foundation and
sponsored by drinking water utilities, to assist suppliers
of drinking water in adapting to the effects of climate
change.

(b) RESEARCH AREAS.—The research conducted
under subsection (a) shall include research relating to—

(1) the impacts of climate change on, and solu-
tions to problems involving, water quality, including
research—

(A) to address probable impacts on raw

water quality resulting from—
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(1) erosion and turbidity from extreme
precipitation events;
(i1) watershed vegetation changes; and
(111) Increasing ranges of pathogens,
algae, and nuisance organisms resulting
from warmer temperatures; and
(B) relating to the mitigation of increased
damage to watersheds and water quality by
evaluating extreme events, such as wildfires and
hurricanes, to learn and develop management
approaches to mitigate—
(i) permanent watershed damage;
(1) quality and yield impacts on
source waters; and
(1) increased costs of water treat-
ment;

(2) 1mpacts on groundwater supplies from car-
bon sequestration, including research to evaluate po-
tential water quality consequences of carbon seques-
tration in various regional acuifers, soil conditions,
and mineral deposits;

(3) the impacts of climate change on, and solu-

tions to problems involving, water quantity, includ-

ng research
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(A) to evaluate climate change impacts on
water resources throughout hydrological basins
of the United States;

(B) to improve the accuracy and resolution
of climate change models at the regional level;

(C) to identify and explore options for in-
creasing conjunctive use of aboveground and
underground storage of water; and

(D) to optimize the operation of existing
and new reservoirs in diminished and erratic
periods of precipitation and runoff;

(4) infrastructure impacts and solutions for
water treatment facilities and underground pipelines,
including research—

(A) to evaluate and mitigate the impacts of
sea level rise on—

(1) near-shore facilities;

(i1) soil drying and subsidence; and

(111) reduced flows in water and waste-
water pipelines; and

(B) relating to methods of increasing the
resilience of existing infrastructure and develop-
ment of new design standards for future infra-

structure;
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1 (5) desalination, water reuse, and alternative
2 supply technologies, including research—
3 (A) to improve and optimize existing mem-
4 brane technologies, and to identify and develop
5 breakthrough technologies, to enable the use of
6 seawater, brackish groundwater, treated waste-
7 water, and other impaired sources;
8 (B) relating to new sources of water
9 through cost-effective water treatment practices
10 in recycling and desalination; and
11 (C) to improve technologies for use in—
12 (i) managing and minimizing the vol-
13 ume of desalination and reuse concentrate
14 streams; and
15 (i) minimizing the environmental im-
16 pacts of seawater intake at desalination fa-
17 cilities;
18 (6) efficiency and the minimization of green-
19 house gas emissions, including research—
20 (A) relating to optimizing the efficiency of
21 water supply and improving water efficiency in
22 energy production; and
23 (B) to identify and develop renewable, car-
24 bon-neutral options for the water supply indus-
25 try;
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(7) regional and hydrological basin cooperative
water management solutions, including research
nto—

(A) institutional mechanisms for greater
regional cooperation and wuse of water ex-
changes, banking, and transfers; and

(B) the economic benefits of sharing risks
of shortage across wider areas;

(8) utility management, decision support sys-
tems, and water management models, including re-
search—

(A) relating to improved decision support
systems and modeling tools for use by water
utility managers to assist with increased water
supply uncertainty and adaptation strategies
posed by climate change;

(B) to provide financial tools, including
new rate structures, to manage financial re-
sources and investments, due to the fact that
increased conservation practices might diminish
revenue and increase investments in infrastruc-
ture; and

(C) to develop improved systems and mod-

els for use in evaluating—
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(1) successful alternative methods for
conservation and demand management;
and

(1) chimate change impacts on
oroundwater resources;

(9) reducing greenhouse gas emissions and de-
mand management, including research—

(A) to improve efficiency in water collec-
tion, production, transmission, treatment, dis-
tribution, and disposal to provide more sustain-
ability; and

(B) relating to means of assisting drinking
water utilities in reducing the production of
oreenhouse gas emissions in the collection, pro-
duction, transmission, treatment, distribution,
and disposal of drinking water;

(10) water conservation and demand manage-

ment, including research

(A) to develop strategic approaches to
water demand management that offer the low-
est-cost, noninfrastructural options to serve
erowing populations or manage declining sup-
plies, primarily through—

(1) efficiencies in water use and re-

allocation of saved water;
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(11) demand management tools;
(ii1) economic incentives; and
(iv) water-saving technologies; and

(B) relating to efficiencies in water man-
agement through integrated water resource
management that incorporates—

(1) supply-side and demand-side proc-
esses;

(i1) continuous adaptive management;
and

(i11) the inclusion of stakeholders in
decisionmaking processes; and

(11) communications, education, and public ac-
ceptance, including research—

(A) relating to improved strategies and ap-
proaches for communicating with customers, de-
cisionmakers, and other stakeholders about the
implications of climate change regarding water
supply; and

(B) to develop effective communication ap-
proaches to achieve—

(1) public acceptance of alternative
water supplies and new policies and prac-
tices, ncluding conservation and demand

management; and
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(i1) public recognition and acceptance

of 1nereased costs.

(¢) AUTHORIZATION OF APPROPRIATIONS.—There

are authorized to be appropriated such sums as are nec-

essary to carry out this section.

SEC. 122. ROCKY MOUNTAIN CENTERS FOR STUDY OF COAL
UTILIZATION.

(a) DESIGNATION.—The University of Wyoming and
Montana State University shall be known and designated
as the “Rocky Mountain Centers of the Study of Coal Uti-
lization.

There

(b) AUTHORIZATION OF APPROPRIATIONS.
are authorized to be appropriated such sums as are nec-
essary to carry out this section.

SEC. 123. SUN GRANT CENTER FOR RESEARCH ON COMPLI-
ANCE WITH CLEAN AIR ACT.

(a) DESIGNATION.—Each sun grant center des-
ignated under section 7526 of the Food, Conservation, and
Enerey Act of 2008 is designated as a research institution
of the Environmental Protection Agency for the purpose
of conducting studies regarding the effects of biofuels and
biomass on national and regional compliance with the
Clean Air Act (42 U.S.C. 7401 et seq).

(b) FUNDING.—The Administrator shall provide to

the sun grant centers such funds as the Administrator de-
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termines to be necessary to carry out the studies described

in subsection (a).

(¢) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated such sums as are nec-
essary to carry out this section.
SEC. 124. STUDY BY ADMINISTRATOR OF BLACK CARBON
EMISSIONS.

(a) STUDY.—The Administrator shall conduct a

study of black carbon emissions, including—
(1) an identification of—

(A) the latest scientific data relevant to the
chimate-related 1mpacts of black carbon emis-
sions from diesel engines and other sources;

(B)(1) the major sources of black carbon
emissions in the United States and worldwide;
and

(11) an estimate of black carbon emissions
from those sources;

(C) the diesel and other direct emission
control technologies, operations, or strategies to
remove or reduce emissions of black carbon, in-
cluding estimates of the costs and effectiveness

of the measures; and
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(D) the entire lifecycle and net climate im-
pacts of installation of diesel particulate filters
on existing heavy-duty diesel engines; and
(2) recommendations of the Administrator re-

carding—

(A) areas of focus for additional research
for technologies, operations, and strategies with
the highest potential to reduce emissions of
black carbon; and

(B) actions the Federal Government could
carry out to encourage or require additional
black carbon emission reductions.

(b) REPORT.—Not later than 180 days after the date
of enactment of this Act, the Administrator shall submit

to Congress a report describing the results of the study.

(¢) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated such sums as are nec-
essary to carry out this section.

SEC. 125. STUDY BY ADMINISTRATOR OF RECYCLING.

(a) STUDY.—The Administrator shall conduct a
study of the lifecycle greenhouse gas emission reductions
and other benefits and issues associated with—

(1) recycling scrap metal, including end-of-life

vehicles, recovered paper and other fiber, scrap elec-
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tronics, scrap glass, scrap plasties, scrap tires and
other rubber, and scrap textiles;

(2) wusing recycled materials in manufactured
products;

(3) designing and manufacturing products that
increase recyclable output;

(4) eliminating or reducing the use of sub-
stances and materials in products that decrease re-
cyclable output; and

(5) establishing a standardized system for
lifecycle greenhouse gas emission reduction measure-
ment and certification for the manufactured prod-
ucts and serap recyceling sectors, including the poten-
tial options for the structure and operation of such
a system.

(b) REPORT.—Not later than 180 days after the date
of enactment of this Act, the Administrator shall submit
to Congress a report describing the results of the study.

There

(¢) AUTHORIZATION OF APPROPRIATIONS.
are authorized to be appropriated such sums as are nec-
essary to carry out this section.

SEC. 126. RETAIL CARBON OFFSETS.

(a) DEFINITION OF RETAIL CARBON OFFSET.—In

this section, the term ‘‘retail carbon offset” means any

carbon credit or carbon offset that cannot be used 1n satis-
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S.L.C.

faction of any mandatory compliance obligation under a

regulatory system for reducing greenhouse gas emissions.

(b) QUALIFYING LEVELS AND REQUIREMENTS.

Not

later than January 1, 2009, the Administrator shall estab-

lish new qualifying levels and requirements for Knergy

Star certification for retail carbon offsets, effective begin-

ning January 1, 2010.

TITLE II—CAPPING

GREENHOUSE GAS EMISSIONS

SEC. 201. EMISSION ALLOWANCES.

(a) ESTABLISHMENT.—Not later than 60 days after

the date of enactment of this Act, the Administrator shall

establish a quantity of emission allowances for each of cal-

endar years 2012 through 2050, as follows:

(Calendar Year

Quantity of emission allowances (in

2012 0,775
2013 5,669
2014 ),562
201D oo ),456
2016 i 5,349
2017 o 5,243
2018 5,137
2019 5,030
2020 i 4,924
2021 o 4,817
2022 e 4,711
2023 e 4,605
2024 o 4,498
202D i 4,392
2026 i 4,286
2027 i 4,179
2028 e 4,073
2029 3,966
2030 i 3,860
2031 i 3,754
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Calendar Year

Quantity of emission allowances (in
millions)

2041

2050

3,115

(b) IDENTIFICATION NUMBERS.—The Administrator
shall assign to each emission allowance established under
subsection (a) a unique identification number that in-

cludes the calendar year for which that emission allowance

(1) IN GENERAL.—An emission allowance shall

(2) TERMINATION OR LIMITATION.—Nothing in

this Act or any other provision of law shall limit the

authority of the Administrator to terminate or limit

(3) OTHER PROVISIONS UNAFFECTED.—Noth-

1
2
3
4
5 was established.
6 (¢) LEGAL STATUS.—
7
8 not be a property right.
9
10
11
12 an emission allowance.
13
14

ing in this Act relating to emission allowances shall
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affect the application of, or compliance with, any
other provision of law to or by a covered entity.
SEC. 202. COMPLIANCE OBLIGATION.

(a) IN GENERAL.—Not later than 90 days after the

end of each of calendar years 2012 through 2050, the
owner or operator of a covered entity shall submit to the
Administrator an emission allowance or an offset allow-
ance for each carbon dioxide equivalent of—

(1) non-HFC greenhouse gas that was emitted
by that covered entity in the United States during
the preceding calendar year through the use of coal;

(2) non-HFC greenhouse gas that will be emit-
ted through the use of petroleum-based liquid or
caseous fuel, petroleum coke, or coal-based liquid or
caseous fuel that was, during the preceding calendar
yvear, manufactured by that covered entity in the
United States or imported into the United States by
that covered entity;

(3) non-HFC greenhouse gas, that was, during
the preceding calendar year, manufactured by that
covered entity in the United States or imported into
the United States by that covered entity, in each
case in which the non-IHFC greenhouse gas is not
itself a petroleum- or coal-based gaseous fuel or nat-

ural gas;
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(4) each HFC that was, during the preceding
calendar year, emitted as a byproduct of
hydrochlorofluorocarbon manufacture in the United
States by that covered entity; and
(5) non-HF'C greenhouse gas that will be emit-
ted—
(A) through the use of natural gas that
was, during the preceding calendar year, proc-
essed in the United States by that covered enti-
ty, imported into the United States by that cov-
ered entity, or produced in the State of Alaska
or the Federal waters of the outer Continental
Shelf off the coast of that State by that covered
entity and not reinjected into the field; or
(B) through the use of natural gas liquids
that were, during the preceding year, processed
in the United States by that covered entity or
imported into the United States by that covered
entity.
(b) ASSUMPTION.—

(1) IN GENERAL.—Subject to paragraph (2),
for the purpose of calculating any submission re-
quirement under subsection (a), the Administrator

shall assume that no sequestration, destruction, or
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retention of greenhouse gas has occurred or will
oceur.

(2) EXCEPTION.—Notwithstanding paragraph
(1), neither paragraph (2) nor paragraph (5) of sub-
section (a) requires a covered entity to submit emis-
sion allowances or offset allowances for petroleum-
or coal-based liquid or gaseous fuel imported into
the United States, or for natural gas or natural gas
liquids imported into the United States, if the fuel
or liquid the substance was imported solely for use
as a feedstock, and to the extent that no greenhouse
cas 1s emitted through the use of that fuel or sub-
stance as a feedstock.

(¢) EXCLUDING PETROLEUM-BASED LIQUID FUEL

ImPORTED FrOM A CApPPED NAFTA CouNTRY.—The
regulations promulgated pursuant to section 204 shall
provide for the exclusion from the compliance obligation
under subsection (a)(2) of petroleum-based liquid fuel im-
ported into the United States from a NAFTA country in
any case in which the Administrator has determined, after
public notice and an opportunity for public comment,

that—

(1) the NAFTA country has enacted national

oreenhouse gas emissions reduction requirements
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that are not less stringent than those established for
the United States by this Act; and

(2) the petroleum-based liquid fuel imported
into the United States from the NAFTA country
was produced or manufactured at or by an entity
that was, at the time of the production or manufac-
ture, directly subject to regulatory requirements,
pursuant to the enacted greenhouse gas emission re-
duction requirements of the NAFTA country, to
submit allowances covering any greenhouse gas emit-
ted through the use of the liquid fuel.

(d) RETIREMENT OF ALLOWANCES UPON RE-

CEIPT.—Immediately upon receiving an allowance under
subsection (a), the Administrator shall retire the allow-

ance.

(e) DESTRUCTION CREDIT.—

(1) IN GENERAL.—Not later than 90 days after
the end of each of calendar years 2012 through
2050, the Administrator shall establish and dis-
tribute to any entity in the United States that the
Administrator determines destroyed greenhouse gas
in the United States during the calendar year a
quantity of emission allowances equal to the quantity
of carbon dioxide equivalents of non-HFC green-

house gas that the Administrator determines the en-
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tity destroyed in the United States during that cal-

endar year.

(2) DESTRUCTION OF METHANE THROUGH
COMBUSTION.—Paragraph (1) shall not apply to the
destruction of methane through combustion.

(f) SEQUESTRATION CREDIT.—Not later than 90
days after the end of each of calendar years 2012 through
2050, the Administrator shall establish and distribute to
each covered entity subject to any of paragraphs (2)
through (5) of subsection (a) that the Administrator de-
termines captured and geologically sequestered carbon di-
oxide during the calendar year a quantity of emission al-
lowances equal to the quantity of metric tons of carbon
dioxide that the entity captured and geologically seques-
tered in the United States during that calendar year.

() NONEMISSIVE USE CREDIT.—

(1) IN GENERAL.—Subject to paragraph (2),
not later than 90 days after the end of each of cal-
endar years 2012 through 2050, the Administrator
shall establish and distribute to each entity in the
United States that the Administrator determines
used in the United States during that calendar year
a petroleum- or coal-based product, natural gas, or
natural gas liquid as a feedstock, or used a

perfluorocarbon in semiconductor research or manu-
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facturing in the United States during that calendar
year, an emission allowance for each carbon dioxide
equivalent of greenhouse gas that was not emitted
through the use of that feedstock or perfluorocarbon,
notwithstanding the submission of an emission al-
lowance or offset allowance for that carbon dioxide

equivalent under subsection (a).

(2) NONAPPLICABILITY TO CERTAIN FEED-

STOCK USES.—Paragraph (1) shall not apply to any

feedstock use to which subsection (b)(2) applies.

(h) ExrorT CREDIT.—Not later than 90 days after
the end of each of calendar years 2012 through 2050, the
Administrator shall establish and distribute to each entity
that the Administrator determines exported from the
United States a product desceribed in paragraph (2), (3),
or (5) of subsection (a) during that calendar year a quan-
tity of emission allowances equal to the quantity of allow-
ances submitted for that product under 1 of those para-
oraphs.

(1) INTERNATIONAL FKFricrT CREDIT.—Not later
than 90 days after the end of each of calendar years 2012
through 2050, the Administrator shall establish and dis-
tribute to each entity that the Administrator determines
purchased in the United States fuel for an international

flicht the greenhouse gas emissions of which were regu-
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lated by the laws of another country a quantity of emission
allowances equal to the quantity of allowances submitted
for that fuel under subsection (a)(2).

(j) DETERMINATION OF COMPLIANCE.—Not later
than 180 days after the end of each of calendar years
2012 through 2050, the Administrator shall determine
whether the owners and operators of all covered entities
are in full compliance with subsection (a) for that calendar
year.

(k) PROHUIBITION.—A covered entity shall not sub-
mit, and the Administrator shall not accept, any allowance
established pursuant to section 1501 in satisfaction, in
whole or in part, of the compliance obligation under sub-
section (a).

SEC. 203. PENALTY FOR NONCOMPLIANCE.

(a) CASH PENALTY.—

(1) IN GENERAL.—The owner or operator of
any covered entity that fails for any year to submit
to the Administrator by the applicable deadline de-
seribed in section 202 1 or more of the allowances
due pursuant to that section shall be liable for the
payment to the Administrator of a cash penalty.

(2) AMOUNT.—The amount of a cash penalty

required to be paid under paragraph (1) shall be, as
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determined by the Administrator, an amount equal

to the product obtained by multiplying—

(A) the quantity of allowances that the
owner or operator failed to submit; and

(B) the greater of—

(1) $200; or

(11) an amount, in dollars, equal to 3
times the average market value of an emis-
sion allowance during the calendar year for
which the allowances were due.

(3) TiMING.—A cash penalty required under
this subsection shall be immediately due and payable
to the Administrator, without demand.

(4) DEPOSIT.—The Administrator shall deposit
each cash penalty paid under this subsection into the
Treasury of the United States.

(5) NO EFFECT ON LIABILITY.—A cash penalty
due and payable by the owner or operator of a cov-
ered entity under this subsection shall not diminish
the liability of the owner or operator for any fine,
penalty, or assessment against the owner or operator
for the same violation under any other provision of
this Act or any other law.

(b) COMPENSATION.—The owner or operator of a

25 covered entity that fails for any year to submit to the Ad-
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ministrator, by the deadline described in section 202, 1
or more of the emission allowances due pursuant to that
section shall be lable to compensate for the shortfall with
a submission of excess allowances during—
(1) the following calendar year; or
(2) such longer period as the Administrator
may prescribe.

(¢) PROoHIBITION.—It shall be unlawful for the owner
or operator of any entity liable under subsections (a) and
(b) to fail to comply with a requirement under either of
those subsections.

(d) No ErrecT ON OTHER L.AW.—Nothing in this
title limits or otherwise affects the application of any other
enforcement provision under this Act or under any other
law.

SEC. 204. REGULATIONS.

Not later than 2 years after the date of enactment
of this Act, the Administrator shall promulgate regula-
tions to carry out this title.

SEC. 205. REPORT TO CONGRESS.

(a) IN GENERAL.—Not later than 2 years after the
date of enactment of this Act, the Administrator shall sub-
mit to the President and Congress a report on the regula-
tion under this Act of greenhouse gases emitted through

the use of natural gas in the United States.
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(b) REQUIREMENTS.—The report submitted under

subsection (a) shall include options for increasing the per-
centage of the natural gas used in the United States that
18 subject to greenhouse gas emission-reduction measures

while minimizing regulatory complexity.

TITLE III—REDUCING EMIS-
SIONS THROUGH OFFSETS
AND INTERNATIONAL ALLOW-
ANCES

Subtitle A—Offsets in the United
States
SEC. 301. OUTREACH INITIATIVE ON REVENUE ENHANCE-
MENT FOR AGRICULTURAL PRODUCERS.

(a) IN GENERAL.—The Secretary of Agriculture, act-
ing through the Chief of the Natural Resources Conserva-
tion Service, the Chief of the Forest Service, the Director
of the National Institute of Food and Agriculture, and
land-grant colleges and universities, in consultation with
the Administrator and the heads of other appropriate de-
partments and agencies, shall establish an outreach initia-
tive to provide information to agricultural producers, agri-
cultural organizations, foresters, State and local officials,
leaders from small businesses, nonprofit groups that may
engage 1n forest or natural resource projects, forest work-

ers, Indian tribes, and other landowners (referred to in



OADEC\DECO08403.xml [file 4 of 18] S.L.C.

75

1 this section as “‘interested parties’”) about opportunities

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(b) COMPONENTS.

to earn new revenue under this subtitle.

The mtiative under this sec-

(1) shall be designed to ensure, to the max-

Imum extent practicable, that interested parties re-

ceive detailed, practical information about—

(A) opportunities to earn new revenue
under this subtitle;

(B) measurement protocols, monitoring,
verifying, inventorying, registering, insuring,
and marketing offsets under this title;

(C) emerging domestic and international
markets for energy crops, allowances, and off-
sets; and

(D) local, regional, and national databases
and ageregation networks to facilitate achieve-
ment, measurement, registration, and sales of
offsets;

(2) shall provide, in cooperation with other

stakeholders—

(A) outreach materials, including the hand-
book published under subsection (c), to inter-
ested parties;

(B) workshops; and
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(C) technical assistance; and

(3) may include the creation and development
of regional marketing centers or coordination with
existing centers (including centers within the Nat-
ural Resources Conservation Service or the National
Institute of Food and Agriculture or at land-grant
colleges and universities).
(¢) HANDBOOK.—

(1) IN GENERAL.—Not later than 1 year after
the date of enactment of this Act, the Secretary of
Agriculture, in consultation with the Administrator
and after providing an opportunity for public com-
ment, shall publish a handbook for use by interested
parties that provides easy-to-use guidance on achiev-
ing, reporting, registering, and marketing offsets.

(2) DISTRIBUTION.—The Secretary of Agri-
culture shall ensure, to the maximum extent prac-
ticable, that the handbook—

(A) 1s made available through the Internet
and in other electronic media;

(B) includes, with respect to the electronic
form of the handbook described in subpara-
oraph (A), electronic forms and calculation
tools to facilitate the petition process for new

methodologies; and
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(C) 1s distributed widely through land-
orant colleges and universities and other appro-
priate institutions.

(3) UPDATING.—— The Secretary of Agriculture
shall update the handbook at least every 5 years, or
more frequently as needed to reflect developments in
science, practices, methodologies, measurement pro-
tocols, and emerging markets.

SEC. 302. ESTABLISHMENT OF A DOMESTIC OFFSET PRO-

GRAM.

(a) REGULATIONS.—Not later than 2 years after the
date of enactment of this Act, the Administrator, in con-
junction with the Secretary of Agriculture, shall promul-
eate regulations authorizing the certification and issuance
of offset allowances in accordance with this subtitle.

(b) USE.—

(1) IN GENERAL.—Subject to paragraph (3),
the quantity of offset allowances issued pursuant to
subsection (d) in a calendar year shall not exceed 15
percent of the quantity of emission allowances estab-
lished for that year pursuant to section 201(a).

(2) USE OF INTERNATIONAL ALLOWANCES.—

(A) IN GENERAL.—If the quantity of offset
allowances issued n a calendar year pursuant

to subsection (d) is less than 15 percent of the
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quantity of emission allowances established for
that year pursuant to section 201(a), the Ad-
ministrator shall allow the use, by covered enti-
ties in that year, of international allowances
under section 322 and international forest car-
bon credits under section 1313.

(B) MAXIMUM QUANTITY.—The maximum
ageregate quantity of international allowances
and international forest carbon credits the use
of which the Administrator shall allow for a cal-
endar year under subparagraph (A) shall be
equal to the difference between—

(1) 15 percent of the quantity of emis-
sion allowances established for that year
pursuant to section 201(a); and

(i1) the quantity of offset allowances
issued 1n that year pursuant to subsection
(d).

(3) CARRY-OVER.—

(A) IN GENERAL.—If the sum of the quan-
tity of offset allowances issued for a calendar
year pursuant to subsection (d) and the quan-
tity of international allowances and inter-
national forest carbon credits used in that cal-

endar year pursuant to paragraph (2) is less
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than 15 percent of the quantity of emission al-
lowances established for that calendar year pur-
suant to section 201(a), notwithstanding para-
oraph (1), the quantity of offset allowances
issued pursuant to subsection (d) in the subse-
quent calendar year shall not exceed the sum

obtained by adding—

(1) 15 percent of the quantity of emis-

sion allowances established for that subse-

quent calendar year pursuant to section

201(a); and

(i1) the difference between—

(I) 15 percent of the quantity of
emission allowances established for
that year pursuant to section 201(a);
and

(IT) the sum obtained by adding
the quantity of offset allowances
issued in the preceding calendar year
pursuant to subsection (d) and the
quantity of international allowances
and international forest carbon credits
used in that year pursuant to para-

oraph (2).
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(4) EXCHANGE FOR REGIONAL GREENHOUSE

GAS  INITIATIVE  OFFSETS.—The  Administrator
shall—

(A) 1ssue offset allowances, at an appro-
priate discount rate, for offset allowances issued
under the Regional Greenhouse Gas Initiative;
and

(B) ensure that enough capacity remains
within the limitation under paragraph (1) to

carry out exchanges with all interested parties.

(¢) REQUIREMENTS.—The regulations promulgated

pursuant to subsection (a) shall—

(1) authorize the issuance and certification of
offset allowances only for greenhouse gas emission
reductions or increases in sequestration relative to
the offset project baseline, for offset projects ap-
proved pursuant to section 304 in categories on the
list 1ssued under section 303;

(2) ensure that those offsets represent real,
verifiable, additional, permanent, and enforceable re-
ductions in greenhouse gas emissions or increases in
sequestration;

(3) require that the project developer for an off-
set project establish the project baseline and register

emissions with the Registry;
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(4) specify the types of offset projects eligible
to generate offset allowances, in accordance with
section 303;

(5) establish procedures to monitor, quantify,
and discount reductions in greenhouse gas emissions
or increases in biological sequestration, in accord-
ance with section 303;

(6) establish procedures for project initiation
and approval, in accordance with section 304;

(7) establish  procedures for third-party
verification, registration, and issuance of offset al-
lowances, in accordance with section 305;

(8) ensure permanence of offsets by mitigating
and compensating for reversals, in accordance with
section 306; and

(9) assign a unique serial number to each offset
allowance issued under this section.

(d) OFFSET ALLOWANCES AWARDED.—The Admin-
istrator shall issue to a project developer offset allowances
for qualifying emission reductions and biological seques-
trations from offset projects that satisfy the applicable re-
quirements of this subtitle, unless an alternative recipient
is specified in a legally-binding contract or agreement.

(e) TRANSFERABILITY; COMPENSATION FOR REVER-

SALS.—
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(1) TRANSFERABILITY.—An offset allowance
cgenerated pursuant to this subtitle may be sold,
traded, or transferred, on the condition that the off-
set allowance has not expired or been retired or can-
celed.

(2) COMPENSATION FOR REVERSALS.—With re-
spect to a biological sequestration project, a project
developer shall be responsible for mitigating and
compensating for reversals of registered offset allow-
ances unless a different responsible party is specified
in a legally-binding contract or agreement.

(f) ACCOUNTING PERIOD.—

(1) IN GENERAL.—The Administrator shall
issue offset allowances—

(A) on an annual basis, beginning on the
date on which the initiation of an offset project
is approved; and

(B) that equal the verified and certified
emission reductions or increases in sequestra-
tion achieved by the offset project.

(2) BASELINE VALIDITY.—An emission baseline
approved for an offset project shall be valid for a pe-

riod of 5 years before being subject to revision.
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SEC. 303. ELIGIBLE OFFSET PROJECT TYPES.

(a) IN GENERAL.—An offset allowance from an agri-
cultural, forestry, or other land use-related project shall
be provided only for achieving an offset of 1 or more
oreenhouse gases by a method other than a reduction of
combustion of greenhouse gas-emitting fuel.

(b) CATEGORIES OF ELIGIBLE OFFSET PROJECTS.

(1) IN GENERAL.—The Administrator, after
providing public notice and an opportunity for com-
ment, shall issue and periodically revise a list of cat-
egories of offset projects for the Administrator shall
issue an offset methodology.

(2) CATEGORIES.—The Administrator shall

consider including on the list under paragraph (1)—
(A) agricultural and rangeland sequestra-
tion and management practices, including—

(1) altered tillage practices;

(i) winter cover cropping, continuous
cropping, and other means to increase bio-
mass returned to soil in lieu of planting
followed by fallowing;

(ii1) eonversion of cropland to range-
land or grassland, on the condition that
the land has been in nonforest use for at
least 10 years before the date of initiation

of the project;
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(iv) reduction of nitrogen fertilizer use
or increase in nitrogen use efficiency;
(v) reduction in the frequency and du-
ration of flooding of rice paddies; and
(vi) reduction in carbon emissions
from organic soils;

(B) changes in carbon stocks attributed to
land use change and forestry activities limited
to—

(1) afforestation or reforestation of

acreage not forested as of October 18,

2007; and

(11) forest management resulting in an
increase in forest stand volume;

(C) manure management and disposal, in-
cluding—

(1) waste aeration; and
(i) methane capture and combustion;

(D) subject to the requirements of this
subtitle, any other terrestrial offset practices
identified by the Administrator, including—

(1) the capture or reduction of fugitive
oreenhouse gas emissions for which no cov-
ered entity 1s required under section

202(a) to submit any emission allowances,
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offset allowances, or international allow-
ances;
(i1) methane capture and combustion
at nonagricultural facilities; and
(i11) other actions that result in the
avoidance or reduction of greenhouse gas
emissions in accordance with section 302;
(E) combinations of any of the offset prac-
tices described in subparagraphs (A) through
(D); and
(I') any other category proposed to the Ad-
ministrator by petition.

(¢c) REQUIREMENTS FOR OFFSET METHODOLO-

(1) IssuaNCE.—Not later than 3 years after
the date of enactment of this Act, and after public
notice and an opportunity for comment, the Admin-
istrator shall issue a methodology for each category
of offset project listed pursuant to subsection (b).

The method-

(2) SPECIFIC REQUIREMENTS.
ology for each category issued under paragraph (1)
shall—

(A) specify requirements for—
(i) determining the eligibility of an

offset project;
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(11) determining additional emission
reductions or sequestrations from an offset
project;

(111) accounting for emission leakage
associated with an offset project;

(iv) accounting for a reversal, and
managing for the risk of reversal, from an
offset project; and

(v) monitoring, verifying, and report-
ing the operation of an offset project; and
(B) include—

(i) a procedure for determining that—

(I) an offset project does not re-
ceive support from an allowance allo-
cation under this Act or from any
other government incentive, subsidy,
or mandate; and

(IT) the emission reductions or
sequestrations from an offset project
are not double-counted under any
other program;

(1) a procedure for delineating the
boundaries of an offset project and deter-
mining the extent, if any, of emission leak-

age from the offset project, based on sci-
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entifically sound methods, as determined
by the Administrator;

(i) a deseription of scientifically
sound methods, as determined by the Ad-
ministrator, for use in monitoring, meas-
uring, and quantifying changes in emis-
sions or sequestrations resulting from an
offset project, including—

(I) a method for use in quanti-
fying the uncertainty in those meas-
urements; and

(IT) a description of site-specific
data that will be used in that moni-
toring, measurement, and quantifica-
tion;

(iv) a procedure for use in estab-
lishing the baseline for an offset project
that ensures that offset allowances will be
issued only for emission reductions or se-
questrations that are additional;

(v)(I) a threshold of uncertainty in
the quantification of emission reductions or
sequestrations and for baseline emission

levels above which an offset project shall
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not be eligible to receive offset allowances;
and

(IT) a procedure by which a project
developer may petition for use of different
uncertainty factors if the project developer
demonstrates to the Administrator that the
measurement methods used by the offset
project have less uncertainty than assumed
under the default methodology;

(vi) clear and objective tests specified
by the Administrator that are sufficient to
ensure that—

(I) an offset project will be eligi-
ble to generate offset allowances only
if, in the judgment of the Adminis-
trator, the project 1s additional;

(IT) no part of the offset project
is required by Federal or State regu-
lations or commonly accepted industry
standards, as determined by the Ad-
ministrator;

(IIT) the offset project uses tech-
nologies or practices that are not in

common use within a relevant juris-
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diction or industry, as defined by the
Administrator; and
(IV) the offset project would not
take place in the absence of the rev-
enue generated by the sale of offset
allowances;

(vil) a procedure to quantify leakage
and ensure that the issuance of offset al-
lowances 1s reduced by an amount equiva-
lent to the quantity of that leakage;

(viii)(I) a methodology for use in as-
sessing the risk that a sequestration will be
reversed;

(IT) a description of measures that
will be taken to reduce that risk; and

(ITI) a description of procedures that
will be followed to measure, report, and
compensate for any reversal that does
oceur;

(ix) a procedure for use in—

(I) determining whether the
quantity of carbon sequestered on or
in land where a project is carried out

was significantly changed during the
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10-year period prior to initiation of
the project; and
(IT) excluding the offset project

from receiving allowances under this

subtitle, or adjusting the baseline of

the offset project accordingly; and

(x) a protocol for use in reporting
emission reductions or sequestrations (and
any reversals) at least annually.

(3) CONSULTATION.—In the case of an offset
project relating to agriculture or forestry, the Ad-
ministrator shall consult with the Secretary of Aeri-
culture in carrying out this subsection.

(4) REVISION.—The Administrator shall revise
each methodology issued under paragraph (1), after
public notice and an opportunity for comment, at
least every 5 years.

(5) PROJECT CONFORMITY.—DBeginning 1 year
after the date by which a methodology is required to
be revised under paragraph (4), no further offset al-
lowances shall be issued to an offset project ap-
proved under the methodology unless the offset
project is demonstrated to be in conformity with the
applicable revisions.

(d) TECHNOLOGIES.—
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| (1) IN GENERAL.—The Administrator may
2 issue, after notice and comment, a list of tech-
3 nologies and associated performance benchmarks the
4 achievement of which the Administrator has deter-
5 mined shall be considered to be additional in specific
6 project applications.
7 (2) PERIOD OF VALIDITY.—A determination of
8 the Administrator under paragraph (1) shall be valid
9 for not more than 5 years after the date of the de-
10 termination.
11 (e) METHODOLOGY TESTING.—The Adminmstrator
12 may not issue a methodology under this section until the
13 Administrator determines that—
14 (1) the methodology has been tested by 3 inde-
15 pendent expert teams on at least 3 different offset
16 projects to which that methodology applies; and
17 (2) the emission reductions or sequestrations
18 estimated by the expert teams for the same offset
19 project do not differ by more than 10 percent.
20 SEC. 304. PROJECT INITIATION AND APPROVAL.
21 (a) PROJECT APPROVAL.—A project developer:
22 (1) may submit a petition for offset project ap-
23 proval at any time following the effective date of
24 regulations promulgated under section 302; but
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(2) may not use or distribute offset allowances
until such approval is received and until after the
emission reductions or sequestrations supporting the

offset allowances have actually occurred.

(b) PETITION PROCESS.—Prior to offset registration

and issuance of offset allowances, a project developer shall

submit to the Administrator a petition that consists of—

(1) a copy of the monitoring and quantification
plan prepared for the offset project, as described in
subsection (d);

(2) a greenhouse gas initiation certification, as
described in subsection (e); and

(3) subject to this subtitle, any other informa-
tion identified by the Administrator in the regula-
tions promulgated under section 302 as being nec-
essary to meet the objectives of this subtitle.

(¢) APPROVAL AND NOTIFICATION .—

(1) IN GENERAL.—Not later than 180 days
after the date on which the Administrator receives a
complete petition under subsection (b), the Adminis-
trator shall—

(A) determine whether the monitoring and
quantification plan satisfies the applicable re-

quirements of this subtitle;
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(B) determine whether the greenhouse gas
initiation certification indicates a significant de-

viation in accordance with subsection (e)(3);

and

(C) notify the project developer of the de-

terminations under subparagraphs (A) and (B).

(2) ApPEAL.—The Administrator shall establish
mechanisms for appeal and review of determinations
made under this subsection.

(d) MONITORING AND QUANTIFICATION.—

(1) IN GENERAL.—A project developer shall
make use of the standardized tools and methods de-
seribed in this section to monitor, quantify, and dis-
count reductions in greenhouse gas emissions or in-
creases 1n sequestration.

(2) MONITORING ~ AND  QUANTIFICATION
PLAN.—A monitoring and quantification plan shall
be used to monitor, quantify, and discount reduc-
tions In greenhouse gas emissions or increases in se-
questration as described in this subsection.

(3) PLAN COMPLETION AND RETENTION.—A
monitoring and quantification plan shall be—

(A) completed for all offset projects prior

to offset project initiation; and



OADEC\DECO08403.xml [file 4 of 18] S.L.C.

O o0 N N W B W =

O TN NG T N T NG N NG I NS B S e e T e e T e T e e T
[ T N U N N s = N R - BN B o) W ) TR ~S O IR NO S e

94
(B) retained by the project developer for

the duration of the offset project.

(4) PLAN REQUIREMENTS.—Subject to section
302, the Administrator, in conjunction with the Sec-
retary of Agriculture, shall specify the required com-
ponents of a monitoring and quantification plan, in-
cluding—

(A) a description of the offset project, in-
cluding project type;

(B) a determination of accounting periods;

(C) an assignment of reporting responsi-
bility;

(D) the contents and timing of public re-
ports, including summaries of the original data,
as well as the results of any analyses;

(E) a delineation of project boundaries,
based on acceptable methods and formats;

(F) a description of which of the moni-
toring and quantification tools developed under
subsection (f) are to be used to monitor and
quantify changes in greenhouse gas fluxes or
carbon stocks associated with a project;

(G) a deseription of which of the standard-
ized methods developed under subsection (g)

are to be used to determine additionality, esti-
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95
mate the baseline carbon, and discount for leak-
age;

(H) based on the selection of tools and
standardized methods desceribed in subpara-
oraphs (F) and (G), a determination of uncer-
tainty in accordance with subsection (h);

(I) what site-specific data, if any, will be
used in monitoring, quantification, and the de-
termination of discounts;

(JJ) a description of procedures for use in
managing and storing data, including quality-
control standards and methods, such as redun-
dancy in case records are lost;

(K) subject to the requirements of this
subtitle, any other information identified by the
Administrator or the Secretary of Agriculture
as being necessary to meet the objectives of this
subtitle; and

(L) a description of the risk of reversals
for the project, including any way in which the
proposed project may alter the risk of reversal
for the project or other projects in the area.

GREENHOUSE GAS  INITIATION  CERTIFI-

24 CATION.—
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(1) IN GENERAL.—In reviewing a petition sub-
mitted under subsection (b), the Administrator shall
seek to exclude each activity that undermines the in-
tegrity of the offset program established under this
subtitle, such as the conversion or clearing of land,
or marked change in management regime, in antici-
pation of offset project initiation.

(2) GREENHOUSE GAS INITIATION CERTIFI-
CATION REQUIREMENTS.—A greenhouse gas initi-
ation certification developed under this subsection
shall include—

(A) the estimated greenhouse gas flux or
carbon stock for the offset project for each of
the 4 complete calendar years preceding the ef-
fective date of the regulations promulgated
under section 302; and

(B) the estimated greenhouse gas flux or
carbon stock for the offset project, averaged
across each of the 4 calendar years preceding
the effective date of the regulations promul-
cated under section 302.

(3) DETERMINATION OF SIGNIFICANT DEVI-
ATION.—Based on standards developed by the Ad-
ministrator, in conjunction with the Secretary of Ag-

riculture—
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(A) each greenhouse gas initiation certifi-
cation submitted pursuant to this section shall
be reviewed; and

(B) a determination shall be made as to
whether, as a result of activities or behavior in-
consistent with the purposes of this title, a sig-
nificant deviation exists between the average
annual greenhouse gas flux or carbon stock and

the greenhouse gas flux or carbon stock for a

oiven year.

(4) ADJUSTMENT FOR PROJECTS WITH SIGNIFI-
CANT DEVIATION.—In the case of a significant devi-
ation, the Administrator shall adjust the number of
allowances awarded in order to account for the devi-
ation.

(f) DEVELOPMENT OF MONITORING AND QUAN-

TIFICATION TOOLS FOR OFFSET PROJECTS.
(1) IN GENERAL.—Subject to section 302, the
Administrator, in conjunction with the Secretary of
Agriculture, shall develop standardized tools for use
in the monitoring and quantification of changes in
oreenhouse gas fluxes or carbon stocks for each off-

set project type listed under section 303(b).
(2) Toon DEVELOPMENT.—The tools used to

monitor and quantify changes in greenhouse gas
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fluxes or carbon stocks shall, for each project type,

include applicable—

(2)

COUNTING METHODS.

(A) statistically-sound field and remote
sensing sampling methods, procedures, tech-
niques, protocols, or programs;

(B) models, factors, equations, or look-up
tables; and

(C) any other process or tool considered to
be acceptable by the Administrator, in conjunc-
tion with the Secretary of Agriculture.

DEVELOPMENT OF ACCOUNTING AND DIs-

(1) IN GENERAL.

The Administrator, in con-

sultation with the Secretary of Agriculture, shall—

(A) develop standardized methods for use
in accounting for additionality and uncertainty,
estimating the baseline, and discounting for
leakage for each offset project type listed under
section 303(b); and

(B) require that leakage be subtracted
from reductions in greenhouse gas emissions or
Increases in  sequestration attributable to a
project.

(2)  ADDITIONALITY DETERMINATION  AND

BASELINE ESTIMATION.—The standardized methods
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used to determine additionality and establish base-
lines shall, for each project type, at a minimum—

(A) in the case of a sequestration project,
determine the greenhouse gas flux and carbon
stock on comparable land identified on the basis
of—

(1) similarity in current management
practices;

(ii) similarity of regional, State, or
local policies or programs; and

(1ii1) similarity in geographical and bio-
physical characteristies;

(B) in the case of an emission reduction
project, use as a basis emissions from com-
parable land or facilities; and

(C) in the case of a sequestration project
or emission reduction project, specify a selected
time period.

(3) LEAKAGE.—The standardized methods used
to determine and discount for leakage shall, at a
minimum, take into consideration—

(A) the scope of the offset system in terms
of activities and geography covered,

(B) the markets relevant to the offset

project;
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(C) emission intensity per unit of produec-
tion, both inside and outside of the offset
project; and

(D) a time period sufficient in length to
vield a stable leakage rate.

(h) UNCERTAINTY FOR AGRICULTURAL AND FOR-

ESTRY PROJECTS.

(1) IN GENERAL.—The Administrator, in con-
junction with the Secretary of Agriculture, shall de-
velop standardized methods for use in determining
and discounting for uncertainty for each offset
project type listed under section 303(b).

(2) BAsis.—The standardized methods used to

determine and discount for wuncertainty shall be
based on—

(A) the robustness and rigor of the meth-
ods used by a project developer to monitor and
quantify changes in greenhouse gas fluxes or
carbon stocks;

(B) the robustness and rigor of methods
used by a project developer to determine
additionality and leakage; and

(C) an exaggerated proportional discount
that increases relative to uncertainty, as deter-

mined by the Administrator, in conjunction
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1 with the Secretary of Agriculture, to encourage
2 better measurement and accounting.
3 (1) ACQUISITION OF NEW DATA AND REVIEW OF
4 METHODS FOR  AGRICULTURAL  AND  FORESTRY
5 PrROJECTS.—The Administrator, in conjunction with the
6 Secretary of Agriculture, shall—
7 (1) establish a comprehensive field sampling
8 program to improve the scientific bases on which the
9 standardized tools and methods developed under this
10 section are based; and
11 (2) review and revise the standardized tools and
12 methods developed under this section, based on—
13 (A) validation of existing methods, proto-
14 cols, procedures, techniques, factors, equations,
15 or models;
16 (B) development of new methods, proto-
17 cols, procedures, techniques, factors, equations,
18 or models;
19 (C) increased availability of field data or
20 other datasets; and
21 (D) any other information identified by the
22 Administrator, in conjunction with the Seec-
23 retary of Agriculture, that is necessary to meet
24 the objectives of this subtitle.
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| (J) EXCLUSION.—No activity for which any emission
2 allowances are received under subtitle C shall generate off-
3 set allowances under this subtitle.
4 SEC. 305. OFFSET VERIFICATION AND ISSUANCE OF ALLOW-
5 ANCES.
6 (a) IN GENERAL.—Offset allowances may be claimed
7 for net emission reductions or increases in sequestration
8 annually, after accounting for any necessary discounts in
9 accordance with section 304, by submitting a verification
10 report for an offset project to the Administrator.
11 (b) OFFSET VERIFICATION.—
12 (1) SCOPE OF VERIFICATION.—A verification
13 report for an offset project shall be—
14 (A) completed by a verifier accredited in
15 accordance with paragraph (3); and
16 (B) developed taking into consideration—
17 (i) the information and methodology
18 contained within a monitoring and quan-
19 tification plan;
20 (i1) data and subsequent analysis of
21 the offset project, including—
22 (I) quantification of net emission
23 reductions or increases in sequestra-
24 tion;
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(1) determination of
additionality;
(ITI) calculation of leakage;
(IV) assessment of permanence;
(V) discounting for uncertainty;
and
(VI) the adjustment of net emis-
sion reductions or increases in seques-
tration by the discounts determined
under subclauses (II) through (V);
and
(iii) subject to the requirements of
this subtitle, any other information identi-
fied by the Administrator as being nec-
essary to achieve the purposes of this sub-
title.

(2) VERIFICATION REPORT REQUIREMENTS.

The Administrator shall specify the required compo-
nents of a verification report, including—

(A) the quantity of offsets generated;

(B) the amount of discounts applied;

(C) an assessment of methods (and the ap-

propriateness of those methods);
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(D) an assessment of quantitative errors or
omissions (and the effect of the errors or omis-
sions on offsets);

(E) any potential conflicts of interest be-
tween a verifier and project developer; and

(F) any other provision that the Adminis-
trator considers to be necessary to achieve the
purposes of this subtitle.

(3) VERIFIER ACCREDITATION.—

(A) IN GENERAL.—The regulations pro-
mulgated pursuant to section 302 shall estab-
lish a process and requirements for accredita-
tion by a third-party verifier that has no con-
flicts of interest.

(B) PUBLIC ACCESSIBILITY.—KEach verifier
meeting the requirements for accreditation in
accordance with this paragraph shall be listed
in a publicly-accessible database, which shall be
maintained and updated by the Administrator.

(¢) REGISTRATION AND AWARDING OF OFFSETS.

(1) IN GENERAL.—Not later than 90 days after
the date on which the Administrator receives a
verification report required under subsection (b), the

Administrator shall—
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1 (A) determine whether the offsets satisfy
2 the applicable requirements of this subtitle; and
3 (B) notify the project developer of that de-
4 termination.
5 (2) AFFIRMATIVE DETERMINATION.—In the
6 case of an affirmative determination under para-
7 eraph (1), the Administrator shall—
8 (A) register the offset allowances in ac-
9 cordance with this subtitle; and
10 (B) 1ssue the offset allowances.
11 (3) APPEAL AND REVIEW.—The Administrator
12 shall establish mechanisms for the appeal and review
13 of determinations made under this subsection.
14 SEC. 306. TRACKING OF REVERSALS FOR SEQUESTRATION
15 PROJECTS.
16 (a) REVERSAL CERTIFICATION.—
17 (1) IN GENERAL.—The regulations promulgated
18 pursuant to section 302 shall require the submission
19 of a reversal certification for each offset project on
20 an annual basis following the registration of offset
21 allowances.
22 (2) REQUIREMENTS.—A reversal certification
23 submitted in accordance with this subsection shall

o
=~

state—
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(A) whether any unmitigated reversal re-
lating to the offset project has occurred in the
year preceding the year in which the certifi-
cation 1s submitted; and

(B) the quantity of each unmiticated re-

versal.

(b) EFFECT ON OFFSET ALLOWANCES.

(1) INVALIDITY.—The Administrator shall de-
clare ivalid all offset allowances issued for any off-
set project that has undergone a complete reversal.

(2) PARTIAL REVERSAL.—In the case of an off-
set project that has undergone a partial reversal, the
Administrator shall render invalid offset allowances
issued for the offset project in direct proportion to
the degree of reversal.

(¢) ACCOUNTABILITY FOR REVERSALS.—Liability

and responsibility for compensation of a reversal of a reg-
1stered offset allowance under subsection (a) shall lie with

the owner of the offset allowance, as described in section

(d) COMPENSATION FOR REVERSALS.—The unmiti-

cated reversal of 1 or more registered offset allowances
that were submitted for the purpose of compliance with

section 202(a) shall require the submission of—

(1) an equal number of offset allowances; or
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(2) a combination of offset allowances and
emission allowances equal to the unmitigated rever-
sal.

(e) PROJECT TERMINATION.—A project developer
may cease participation in the domestic offset program es-
tablished under this subtitle at any time, on the condition
that any registered allowances awarded for increases in
sequestration have been compensated for by the project
developer through the submission of an equal number of
any combination of offset allowances and emission allow-
ances.

SEC. 307. EXAMINATIONS.

(a) REGULATIONS.—The regulations promulgated

pursuant to section 302 shall govern the examination and

auditing of offset allowances.

(b) REQUIREMENTS.—The governing regulations de-
seribed in subsection (a) shall specifically consider—
(1) principles for initiating and conducting ex-
aminations;
(2) the type or scope of examinations, includ-
ng—
(A) reporting and recordkeeping; and
(B) site review or visitation;
(3) the rights and privileges of an examined

party; and
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(4) the establishment of an appeal process.
SEC. 308. TIMING AND THE PROVISION OF OFFSET ALLOW-
ANCES.

(a) INITIATION OF OFFSET PROJECTS.—An offset

project that commences operation on or after the effective
date of the governing regulations described n section
307(a) shall be eligible to generate offset allowances under
this subtitle if the offset project meets the other applicable
requirements of this subtitle.

(b) PRE-EXISTING PROJECTS.—

(1) IN GENERAL.—The Administrator shall
allow for the transition into the Registry of offset
projects and banked offset allowances that, as of the
effective date of regulations promulgated under sec-
tion 307(a), are registered under or meet the stand-
ards of the Climate Registry, the California Action
Registry, the GHG Registry, the Chicago Climate
Exchange, the GIIG Clean Projects Registry, or any
other Federal, State, or private reporting programs
or registries, if the Administrator determines that
such other offset projects and banked offset allow-
ances under those other programs or registries sat-
isfy the applicable requirements of this subtitle.

(2) EXCEPTION.—An offset allowance that is

expired, retired, or canceled under any other offset
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program, registry, or market as of the effective date
of the governing regulations described in section
307(a) shall be ineligible for transition into the Reg-
istry.
309. OFFSET REGISTRY.
In addition to the requirements established by section

an offset allowance registered under this subtitle

shall be accompanied in the Registry by—

SEC.

(1) a verification report submitted pursuant to
section 305(a);

(2) a reversal certification submitted pursuant
to section 306(a); and

(3) subject to the requirements of this subtitle,
any other information identified by the Adminis-
trator as being necessary to achieve the purposes of
this subtitle.

310. ENVIRONMENTAL CONSIDERATIONS.

(1) COORDINATION TO MINIMIZE NEGATIVE EF-
FECTS.—In promulgating regulations under this
subtitle, the Administrator, in conjunction with the
Secretary of Agriculture, shall act (including by re-
jecting projects, if necessary) to avoid or minimize,
to the maximum extent practicable, adverse effects

on human health or the environment resulting from
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the implementation of offset projects under this sub-

title.

(2) REPORT ON POSITIVE EFFECTS.—Not later
than 2 years after the date of enactment of this Act,
the Administrator, in conjunction with the Secretary
of Agriculture, shall submit to Congress a report de-
tailing—

(A) the incentives, programs, or policies
capable of fostering improvements to human
health or the environment in conjunction with
the implementation of offset projects under this
subtitle; and

(B) the cost and benefits of those incen-
tives, programs, or policies.

(3) COORDINATION TO ENHANCE ENVIRON-
MENTAL BENEFITS.—In promulgating regulations
under this subtitle, the Administrator, in conjunc-
tion with the Secretary of Agriculture and the Sec-
retary of Interior, shall—

(A) act to enhance and increase the adapt-
ve capability of natural systems and resilience
of those systems to climate change, including
through the support of biodiversity, native spe-
cies, and land management practices that foster

natural ecosystem conditions; and
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(B) coordinate actions taken under this
paragraph, to the maximum extent practicable,
with existing programs that have overlapping
outcomes to maximize environmental benefits.
(4) USE OF NATIVE PLANT SPECIES IN COMPLI-

ANCE  OFFSET PROJECTS.—Not later than 18
months after the date of enactment of this Act, the
Administrator, in conjunction with the Secretary of
Agriculture, shall promulgate regulations for the se-
lection, use, and storage of native and nonnative
plant materials—

(A) to ensure native plant materials are
eiven primary consideration, in accordance with
applicable Department of Agriculture guidance
for use of native plant materials;

(B) to prohibit the use of Federal- or
State-designated noxious weeds; and

(C) to prohibit the use of a species listed
by a regional or State invasive plant council

within the applicable region or State.

SEC. 311. PROGRAM REVIEW.

Not later than 5 years after the date of enactment

23 of this Act, and periodically thereafter, the Administrator,

24 in conjunction with the Secretary of Agriculture, shall re-
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view and revise, as necessary to achieve the purposes of
this Act, the regulations promulgated under this subtitle.
Subtitle B—Offsets and Emission
Allowances From Other Countries
SEC. 321. OFFSET ALLOWANCES ORIGINATING FROM

PROJECTS IN OTHER COUNTRIES.

(a) REGULATIONS.—Not later than 2 years after the
date of enactment of this Act, the Administrator shall pro-
mulgate regulations establishing a system under which the
Administrator shall register and issue offset allowances for
projects that reduce greenhouse gas emissions or increase
sequestration of carbon dioxide in countries other than the
United States.
(b) USE.—
(1) IN GENERAL.—Subject to paragraph (3),
the quantity of offset allowances issued pursuant to
this section in a calendar year shall not exceed 5
percent of the quantity of emission allowances estab-

lished for that year pursuant to section 201(a).

(2) USE OF INTERNATIONAL ALLOWANCES.

(A) IN GENERAL.—If the quantity of offset
allowances issued in a calendar year pursuant
to this section is less than 5 percent of the
quantity of emission allowances established for

that year pursuant to section 201(a), the Ad-
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ministrator shall allow the use, by covered enti-
ties in that year, of international allowances
under section 322.

(B) MAXIMUM QUANTITY.—The maximum
ageregate quantity of international allowances
the use of which use the Administrator shall
allow under subparagraph (A) shall be equal to
the difference between—

(1) 5 percent of the quantity of emis-
sion allowances established for that year
pursuant to section 201(a); and

(i1) the quantity of domestic offset al-
lowances issued in that year pursuant to
this section.

(3) CARRY-OVER.—

(A) IN GENERAL.—If the sum of the quan-
tity of offset allowances issued in a calendar
pursuant to this section and the quantity of
international allowances used in that calendar
year pursuant to paragraph (2) is less than 5
percent of the quantity of emission allowances
established for that year pursuant to section
201(a), notwithstanding paragraph (1), the

quantity of offset allowances issued pursuant to
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| this section in the subsequent calendar year
2 shall not exceed the sum of—

3 (1) 5 percent of the quantity of emis-
4 sion allowances established for that subse-
5 quent calendar year pursuant to section
6 201(a); and

7 (11) the difference between—

8 (I) 5 percent of the quantity of
9 emission allowances established for
10 that year pursuant to section 201(a);
11 and

12 (IT) the sum of the quantity of
13 offset allowances issued in the pre-
14 ceding calendar year pursuant to this
15 section and the quantity of inter-
16 national allowances used in that year
17 pursuant to paragraph (2).

18 (¢) REQUIREMENTS.—The regulations promulgated
19 pursuant to subsection (a) shall—
20 (1) take into consideration protocols adopted in
21 accordance with the United Nations Framework
22 Convention on Climate Change, done at New York
23 on May 9, 1992; and
24 (2) require that, in order to be approved for use

25 under this subtitle—
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(A) a project shall be determined by the
Administrator to meet the requirements under
the regulations established pursuant to subtitle
A; and

(B) the emission allowance shall not be
provided for a project at facility that competes
directly with a United States facility.

(d) ENTITY CERTIFICATION.—The owner or operator
of a covered entity that submits an offset allowance issued
pursuant to this section shall certify that the allowance
has not been retired from use in the registry of the appli-
cable foreign country.

SEC. 322. EMISSION ALLOWANCES FROM OTHER COUN-
TRIES.

(a) REGULATIONS.

Not later than 2 years after the
date of enactment of this Act, the Administrator shall pro-
muleate regulations, taking into consideration protocols
adopted in accordance with the United Nations Frame-
work Convention on Climate Change, done at New York
on May 9, 1992, approving the use in the United States
of emission allowances issued by countries other than the

United States.

(b) REQUIREMENTS.—The regulations promulgated
pursuant to subsection (a) shall require that, in order to

be approved for use in the United States—
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(1) an emission allowance shall have been
issued by a foreign country pursuant to a govern-
mental program that imposes mandatory absolute
tonnage limits on greenhouse gas emissions from the
foreign country, or 1 or more industry sectors in
that country, pursuant to protocols described in sub-
section (a); and

(2) the governmental program be of comparable
stringency to the program established by this Act,
including comparable monitoring, compliance, and
enforcement.

(¢) FACILITY CERTIFICATION.—The owner or oper-
ator of a covered entity that submits an international al-
lowance under this subtitle shall certify that the allowance
has not been retired from use in the registry of the appli-
cable foreign country.

Subtitle C—Agriculture and For-
estry Program in the United
States

SEC. 331. ALLOCATION.

(a) FIRST PERIOD.—Not later than 330 days before
the beginning of each of calendar years 2012 through
2030, the Administrator shall allocate to the Secretary of

Agriculture, for the program established pursuant to sec-
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tion 332, 4.25 percent of the emission allowances estab-
lished pursuant to section 201(a) for that calendar year.

(b) SECOND PERIOD.—Not later than 330 days be-
fore the beginning of each of calendar years 2031 through
2050, the Administrator shall allocate to the Secretary of
Agriculture, for the program established pursuant to sec-
tion 332, 4.5 percent of the emission allowances estab-
lished pursuant to section 201(a) for that calendar year.
SEC. 332. AGRICULTURE AND FORESTRY PROGRAM.

(a) IN GENERAL.—Not later than 2 years after the
date of enactment of this Act, the Secretary of Agriculture
shall promulgate regulations establishing a program for
distributing emission allowances allocated pursuant to sec-
tion 331 to entities in the agricultural and forestry sectors
of the United States, including entities engaged in organic
farming, as a reward for—

(1) achieving real, verifiable, additional, perma-
nent, and enforceable reductions in greenhouse gas
emissions from the operations of the entities;

(2) achieving real, verifiable, additional, perma-
nent, and enforceable increases in greenhouse gas
sequestration on land owned or managed by the enti-

ties; and
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(3) conducting pilot projects or other research
regarding innovative practices for use in meas-
uring—

(A) greenhouse gas emission reductions;

(B) sequestration; or

(C) other benefits and associated costs of
the pilot projects.

(b) NITROUS OXIDE AND METHANE.—The Secretary
of Agriculture shall ensure that, during any 5-year period,
the average annual percentage of the quantity of emission
allowances established for a calendar year that is distrib-
uted to entities under the program established under sub-
section (a) specifically for achieving real, verifiable, addi-
tional, permanent, and enforceable reductions in nitrous
oxide emissions through soill management or achieving
real, verifiable, additional, permanent, and enforceable re-
ductions in methane emissions through enteric fermenta-
tion and manure management shall be 0.5 percent.

(¢) NEW METHODOLOGY INCUBATOR.—

(1) IN GENERAL.—The Secretary of Agriculture
shall ensure that, during any 5-year period, the av-
erage annual percentage of the quantity of emission
allowances established for a calendar year that is
distributed to entities under the program established

under paragraph (2) specifically for creating meth-
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odologies, tools, and support for the development
and deployment of new project types shall be at least

0.25 percent.

(2) SUPPORT FOR INNOVATION.—

(A) ACQUISITION OF NEW DATA, IMPROVE-
MENT OF METHODOLOGIES, AND DEVELOPMENT
OF NEW TOOLS FOR DESIGNATED OFFSET AC-

TIVITY CATEGORIES.—The Administrator, in

conjunction with the Secretary of Agriculture,
shall establish a comprehensive field sampling
and pilot project program to improve the sci-
entific data and calibration of standardized
tools and methodologies that—

(1) are used to measure greenhouse
cas reductions or sequestration and base-
lines for categories of activities not covered
by an emission limitation under this Act;
and

(i) are likely to provide significant
emission reductions or sequestration.

(B) TARGETED SUPPORT FOR DEVELOP-

MENT AND DEPLOYMENT OF NEW TECH-

NOLOGIES.
(1) IN GENERAL.—The Administrator

shall establish a program for development
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and deployment of new technologies and
methods in greenhouse gas reductions or
sequestration for activities not covered by
an emission limitation under this Act.

(i) SELECTION; FUNDING.—In car-
rying out the program under clause (i), the
Administrator shall—

(I) select activities for participa-
tion in the program based on—

(aa) the potential emission
reductions or sequestration of the
activities; and

(bb) a market penetration
review; and
(IT) provide funding for a select

number of projects—

(aa) to cover research on
technological and other barriers,
prototypes, first-of-the-kind risk
coverage, and initial market bar-
riers; and

(bb) under limited categories
of activities that are dependent

on forward progress.
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(d) REQUIREMENT.—The Secretary of Agriculture
shall distribute emission allowances under this section in
a manner that—

(1) maximizes the avoidance or reduction of
oreenhouse gas emissions; and

(2) ensures that entities participating in the
program under this section do not receive more com-
pensation for emission reductions under this pro-
oram than the entities would receive for the same
reductions through an offset project under subtitle

A.

(e) PrROHIBITION.—Emission reductions or seques-
tration increases generating offset allowances pursuant to
subtitle A shall not be used the basis for a distribution
of emission allowances under this section.

SEC. 333. AGRICULTURAL AND FORESTRY GREENHOUSE
GAS MANAGEMENT RESEARCH.

(a) REPORT.—Not later than 1 year after the date
of enactment of this Act, the Secretary of Agriculture, in
consultation with the Administrator and scientifie, agricul-
tural, and forestry experts, shall prepare and submit to
Congress a report that describes the status of research
on agricultural and forestry greenhouse gas management,

including a deseription of—
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(1) research on soil carbon sequestration and
other agricultural and forestry greenhouse gas man-
agement that has been carried out;

(2) any additional research that is necessary,
including research into innovative practices to at-
tempt to measure—

(A) greenhouse gas emission reductions;
(B) sequestration; or
(C) other benefits or associated costs;

(3) the proposed priority for additional re-
search;

(4) the most appropriate approaches for con-
ducting the additional research; and

(5) the extent to which and the manner in
which allowances that are specific to agricultural
and forestry operations, including harvested wood
products and the reduction of hazardous fuels to re-
duce the risk of uncharacteristically severe wildfires,
should be valued and allotted.

(b) RESEARCH.—After the date of submission of the
report described in subsection (a), the President and the
Secretary of Aericulture (in collaboration with the Admin-
istrator and the member institutions of higher education
of the Consortium for Agricultural Soil Mitigation of

Greenhouse Gases, institutions of higher education, and
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research entities) shall initiate a program to conduct any

additional research that is necessary.

TITLE IV—ESTABLISHING A
GREENHOUSE GAS EMISSION
ALLOWANCE TRADING MAR-
KET

Subtitle A—Trading
SEC. 401. SALE, EXCHANGE, AND RETIREMENT OF ALLOW-
ANCES.

Except as otherwise provided in this Act, and subject
to the regulations promulgated pursuant to subtitle B, the
lawful holder of an allowance may, without restriction—

(1) sell, exchange, or transfer the allowance; or
(2) submit the allowance for compliance in ac-

cordance with section 202.

SEC. 402. NO RESTRICTION ON TRANSACTIONS.

The privilege of purchasing, holding, selling, exchang-
ing, and retiring allowances shall not be restricted to the
owners and operators of covered entities.

SEC. 403. ALLOWANCE TRANSFER AND TRACKING SYSTEM.
(a) IN GENERAL.—Not later than 2 years after the

date of enactment of this Act, the Administrator shall pro-

muleate regulations establishing a system for issuing, re-

cording, transferring, and tracking allowances.
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1 (b) REQUIREMENTS.—The regulations promulgated
2 pursuant to subsection (a) shall—

3 (1) specify all necessary procedures and re-
4 quirements for an orderly and competitive func-
5 tioning of the allowance trading system; and

6 (2) provide that the transfer of allowances shall
7 not be effective until such date as a written certifi-
8 cation of the transfer, signed by a responsible offi-
9 cial of each party to the transfer, is received and re-
10 corded by the Administrator in accordance with the
11 regulations promuleated pursuant to subsection (a).
12 Subtitle B—Market Oversight and
13 Enforcement

14 SEC. 411. FINDING.

15 Congress finds that it is necessary to establish an
16 interagency working group to enhance the integrity, effi-
17 ciency, orderliness, fairness, and competitiveness of the de-
18 velopment by the United States of a new financial market

19 for emission allowances, including by ensuring that—

20 (1) the market—
21 (A) 1s designed to prevent fraud and ma-
22 nipulation, which could potentially arise from

23 many sources, including—
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(1) the concentration of market power
within the control of a limited number of
individuals or entities; and
(i1) the abuse of material, nonpublic
information; and

(B)(1) is appropriately transparent, with
real-time reporting of quotes and trades;

(i1) makes information on price, volume,
and supply, and other important statistical in-
formation, available to the public on fair, rea-
sonable, and nondiseriminatory terms;

(iii) 1s subject to appropriate recordkeeping
and reporting requirements regarding trans-
actions; and

(iv) has the confidence of investors;

(2) the market—

(A) functions smoothly and efficiently, gen-
erating prices that accurately reflect supply and
demand for emission allowances; and

(B) promotes just and equitable principles
of trade;

(3) the need of market participants and regu-

lators for transparency is balanced against legiti-
mate business concerns regarding the release of con-

fidential, proprietary information;



OADEC\DEC08404.xml [file 5 of 18] S.L.C.

O o0 N N W BB W

|\ I O TR NG T NS R NS R e e T e T e T T W
A LW N = O VWV 0 N O B BN WD = ©

126

(4) the market 1s subject to effective and com-
prehensive oversight and integrates strong enforce-
ment mechanisms, including mechanisms for co-
operation with other national and international over-
sight regimes;

(5) an appropriate interagency forum exists—

(A) for ongoing assessment of emerging
regulatory matters and information-sharing;
and

(B) to ensure regulatory coordination of
the market;

(6) the market establishes an equitable system
for best execution of customer orders; and

(7) the market protects investors and the public

mterest.

SEC. 412. CARBON MARKET OVERSIGHT AND REGULATION.

(a) DELEGATION OF AUTHORITY BY PRESIDENT.—

The President, taking into consideration the recommenda-
tions of the Working Group established by subsection (b),
shall delegate to members of the Working Group and the
heads of other appropriate Federal entities the authority
to promulgate regulations to enhance the integrity, effi-
ciency, orderliness, fairness, and competitiveness of the de-

velopment by the United States of a new financial market
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I for emission allowances, based on the following core prin-

2 ciples:

3
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(1) The market shall—

(A) be designed to prevent fraud and ma-
nipulation relating to the trading of emission al-
lowances and related markets, which could po-
tentially arise from many sources, including—

(1) the concentration of market power
within the control of a limited number of
individuals or entities; and

(i1) the abuse of material, nonpublic
information;

(B)(1) be appropriately transparent, with
real-time reporting of quotes and trades; and

(i1) make information on price, volume,
and supply, and other important statistical in-
formation available to the public on fair, rea-
sonable, and nondiseriminatory terms;

(C) be subject to appropriate record-
keeping and reporting requirements regarding
transactions; and

(D) have the confidence of investors.

(2) The market shall—
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(A) function smoothly and efficiently, gen-
erating prices that accurately reflect supply and
demand for emission allowances;

(B) be designed to prevent excessive specu-
lation that could cause sudden or unreasonable
fluctuations or unwarranted changes in the
price of emission allowances; and

(C) promote just and equitable principles
of trade.

(3) The need of market participants and regu-
lators for transparency shall be balanced against le-
oitimate business concerns concerning the release of
confidential, proprietary information.

(4) The market shall be subject to effective and
comprehensive oversight, which integrates strong en-
forcement mechanisms, including mechanisms for co-
operation with other national and international over-
sight regimes.

(5) There shall be an appropriate interagency
forum—

(A) for ongoing assessment of emerging
regulatory matters and information sharing;
and

(B) to ensure regulatory coordination of

the market.
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(6) The market shall establish an equitable sys-
tem for best execution of customer orders.
(7) The market shall protect investors and the
public interest.

(b) ESTABLISHMENT.—There is established an inter-
agency working eroup, to be known as the “Carbon Mar-
kets Working Group” (referred to in this section as the
“Working Group”’).

(¢) MEMBERsHIP.—The Working Group shall be
composed of the following members (or their designees):

(1) The Administrator, who shall serve as

Chairperson of the Working Group.

(2) The Secretary of the Treasury.

(3) The Chairman of the Securities and Ex-
change Commission.

(4) The Chairman of the Commodity Futures

Trading Commission.

(5) The Chairman of the Federal Energy Regu-
latory Commission.

(6) Such other Executive branch officials as
may be appointed by the President.

(d) DUTIES.—

(1) IDENTIFICATION OF ISSUES AND APPRO-

PRIATE ACTIVITIES.—
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(A) IN GENERAL.—The Working Group

(i) the major issues relating to the in-
tegrity, efficiency, orderliness, fairness,
and competitiveness of the development by
the United States of a new financial mar-
ket for emission allowances under the cap-
and-trade system for emission allowances
established under this Act;

(1) any relevant recommendations
provided to the Working Group by Federal,
State, or local governments, organizations,
individuals, and entities; and

(ii1) the activities, such as market reg-
ulation, policy coordination, and contin-
gency planning, that are appropriate to
carry out those recommendations.

(B) CoNsuLTATION.—In identifying ap-

propriate activities under subparagraph (A)(iii),
the Working Group shall consult with rep-

resentatives of, as appropriate—

(1) various information exchanges and

clearinghouses;
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(i1) self-regulatory entities, securities
exchanges, transfer agents, and clearing
entities;
(11) participants in the emission al-
lowance trading market; and
(iv) other Federal entities, including—
(I) the Federal Reserve; and
(IT) the Federal Trade Commis-
sion.

(2) STuDY.—The Working Group shall conduct
a study of the major issues relating to the regulation
of the emission allowance trading market and other
carbon markets.

(3) REPORT.—Not later than 270 days after
the date of enactment of this Act, and annually
thereafter, the Working Group shall submit to the
President and Congress a report deseribing—

(A) the progress made by the Working

Group;

(B) recommendations of the Working

Group regarding any regulations proposed pur-

suant to subsection (a);

(C) recommendations for additional legisla-

tive action, 1f necessary; and
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(D) a timetable for the implementation of
the new regulations to ensure that the regula-
tions take effect before the effective date of reg-
ulations governing the emission allowance trad-
ing system.

(4) MEMORANDA OF UNDERSTANDING.—Not
later than 270 days after the date of enactment of
this Act, the Administrator shall enter into a memo-
randum of understanding with the head of each ap-
propriate Federal entity (including each appropriate
Federal entity represented by a member of the
Working Group, as applicable) relating to regulatory
and enforcement coordination, information sharing,
and other related matters to minimize duplicative or
conflicting regulatory efforts.

(5) REGULATIONS.—Not later than 270 days
after the date of enactment of this Act, the heads
of other appropriate Federal entities to which the
President has delegated regulatory authority under
subsection (a) shall promulgate regulations in ac-
cordance with subsection (a).

(e) AUTHORITIES.—In promulgating and imple-

23 menting regulations pursuant to this section, the promul-

24 gating Federal agencies shall have authorities equivalent

25 to the authorities of those agencies under existing law.
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(f) ENFORCEMENT.—Regulations promulgated under
this section shall—

(1) be fully enforceable and subject to such
fines and penalties as are provided under the laws
(including regulations) administered by the Federal
agency that promulgated the regulations under this
section; and

(2) for the purpose of enforcement, in accord-
ance with section 1722, be considered to have been
promulgated pursuant to this Act.

(g) ADMINISTRATION.—

(1) INFORMATION FROM FEDERAL AGENCIES.

(A) IN GENERAL.—The Working Group
may secure directly from any Federal agency
such information as the Working Group con-
siders necessary to carry out this section.

(B) PROVISION OF INFORMATION.—On re-
quest of the Chairperson of the Working Group,
the head of the agency shall provide the infor-
mation to the Working Group.

(2) COMPENSATION OF MEMBERS.—A member

of the Working Group who is an officer or employee
of the Federal Government shall serve without com-

pensation in addition to the compensation received
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for the services of the member as an officer or em-
ployee of the Federal Government.

(3) ADMINISTRATOR SUPPORT.—To the extent
permitted by law and subject to the availability of
appropriations, the Administrator shall provide to
the Working Group such administrative and support
services as are necessary to assist the Working
Group in carrying out the duties described in sub-
section (d).

(h) EFFECT OF SECTION.—Nothing in this section
limits or restricts any regulatory or enforcement authority

of a Federal entity as in effect on the date of enactment

of this Act.

(1) AUTHORIZATION OF APPROPRIATIONS.—There
are authorized to be appropriated such sums as are nec-
essary to carry out this section.

Subtitle C—Carbon Market
Efficiency Board

SEC. 421. ESTABLISHMENT.

There is established a board, to be known as the
“Carbon Market Efficiency Board”.
SEC. 422. COMPOSITION AND ADMINISTRATION.

(a) MEMBERSHIP.—

(1) CoMPOSITION.—The Board shall be com-

posed of—
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(A) 7 members who are citizens of the
United States, to be appointed by the Presi-
dent, by and with the advice and consent of the
Senate; and

(B) an advisor who i1s a scientist with ex-
pertise in climate change and the effects of cli-
mate change on the environment, to be ap-
pointed by the President, by and with the ad-
vice and consent of the Senate.

(2) REQUIREMENTS.—In appointing members

of the Board under paragraph (1), the President

shall—

(A) ensure fair representation of the finan-
cial, agricultural, industrial, and commercial
sectors, and the geographical regions, of the
United States, and include a representative of
consumer interests;

(B) appoint not more than 1 member from
each such geographical region; and

(C) ensure that not more than 4 members
of the Board serving at any time are affiliated
with the same political party.

(3) COMPENSATION.—
(A) IN GENERAL.—A member of the Board

shall be compensated at a rate equal to the
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daily equivalent of the annual rate of basic pay
prescribed for level IT of the Executive Schedule
under section 5313 of title 5, United States
Code, for each day (including travel time) dur-
ing which the member is engaged in the per-
formance of the duties of the Board.

(B) CHAIRPERSON.—The Chairperson of
the Board shall be compensated at a rate equal
to the daily equivalent of the annual rate of
basic pay prescribed for level 1 of the Executive
Schedule under section 5312 of title 5, United
States Code, for each day (including travel
time) during which the member is engaged in
the performance of the duties of the Board.

(4) PROHIBITIONS.

(A) CONFLICTS OF INTEREST.—An indi-
vidual employed by, or holding any official rela-
tionship (including any sharcholder) with, any
entity engaged in the generation, transmission,
distribution, or sale of energy, an individual
who has any pecuniary interest in the genera-
tion, transmission, distribution, or sale of en-
ergy, or an individual who has a pecuniary in-

terest in the implementation of this Act, shall
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not be appointed to the Board under this sub-

section.

(B) NO OTHER EMPLOYMENT.—A member
of the Board shall not hold any other employ-
ment during the term of service of the member.

(b) TERM; VACANCIES.

(1) TERM.—

(A) IN GENERAL.—The term of a member
of the Board shall be 14 years, except that the
members first appointed to the Board shall be
appointed for terms in a manner that ensures
that—

(1) the term of not more than 1 mem-
ber shall expire during any 2-year period,;
and

(1) no member serves a term of more
than 14 years.

(B) OATH OF OFFICE.—A member shall
take the oath of office of the Board by not later
than 15 days after the date on which the mem-
ber is appointed under subsection (a)(1).

(C) REMOVAL.—

(1) IN GENERAL.—A member may be
removed from the Board on determination

of the President for cause.



OADEC\DEC08404.xml [file 5 of 18] S.L.C.

138

1 (1) NOTIFICATION.—Not later than
2 30 days before removing a member from
3 the Board for cause under clause (1), the
4 President shall provide to Congress an ad-
5 vance notification of the determination by
6 the President to remove the member.

7 (2) VACANCIES.—

8 (A) IN GENERAL.—A vacancy on the
9 Board—

10 (1) shall not affect the powers of the
11 Board; and

12 (i1) shall be filled in the same manner
13 as the original appointment was made.

14 (B) SERVICE UNTIL NEW APPOINTMENT.—
15 A member of the Board the term of whom has
16 expired or otherwise been terminated shall con-
17 tinue to serve until the date on which a replace-
18 ment is appointed under subparagraph (A)(ii),
19 if the President determines that service to be
20 appropriate.
21 (¢) CHAIRPERSON AND VICE CHAIRPERSON.—Of

22 members of the Board, the President shall appoint—
23 (1) 1 member to serve as Chairperson of the

24 Board for a term of 4 years; and
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(2) 1 member to serve as Vice-Chairperson of
the Board for a term of 4 years.
(d) MEETINGS.—

(1) INITIAL MEETING.—The Board shall hold
the initial meeting of the Board as soon as prac-
ticable after the date on which all members have
been appointed to the Board wunder subsection
(a)(1).

(2) PRESIDING OFFICER.—A meeting of the

Board shall be presided over by
(A) the Chairperson;
(B) in any case in which the Chairperson
is absent, the Vice-Chairperson; or
(C) in any case in which the Chairperson
and Vice-Chairperson are absent, a chairperson
pro tempore, to be elected by the members of
the Board.
(3) QUORUM.—Four members of the Board
shall constitute a quorum for a meeting of the
Board.

(4) OPEN MEETINGS.—The Board shall be sub-

ject to section 552b of title 5, United States Code
(commonly known as the “Government in the Sun-

shine Act”).
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(e) RECORDS.—The Board shall be subject to section
552 of title 5, United States Code (commonly known as
the “Freedom of Information Act”).

(f) REVIEW BY GOVERNMENT ACCOUNTABILITY OF-
FICE.—Not later than January 1, 2013, and annually
thereafter, the Comptroller General of the United States
shall conduct a review of the efficacy of the Board in ful-
filling the purposes and duties of the Board under this
subtitle.

SEC. 423. DUTIES.

The Board shall—

(1) eather such information as the Board deter-
mines to be appropriate regarding the status of the
allowance market established pursuant to this Act,
including information relating to—

(A) allowance allocation and availability;

(B) the price of allowances;

(C) macro- and micro-economic effects of
unexpected significant increases and decreases
in allowance prices, or shifts in the allowance
market, should those increases, decreases, or
shifts occur;

(D) the success of the market in promoting

achievement of the purposes of this Act;
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1 (E) economic effect thresholds that could
2 warrant implementation of 1 or more cost relief
3 measures described in section 521(a);
4 (F) in the event any cost relief measure
5 described in section 521(a) is implemented, the
6 effects of the measure on the market; and
7 (G) the minimum levels of cost relief meas-
8 ures that are necessary to achieve avoidance of
9 economic¢ harm and ensure achievement of the
10 purposes of this Act;
11 (2) employ cost relief measures in accordance
12 with section 521; and
13 (3) submit to the President and the Congress,
14 and publish on the Internet, quarterly reports—
15 (A) deseribing—
16 (1) the status of the allowance market
17 established under this Act;
18 (i1) regional, industrial, and consumer
19 responses to the market and the economic
20 costs and benefits of the market;
21 (ii1) where practicable, investment re-
22 sponses to the market;
23 (iv) any corrective measures that Con-
24 oress should take to relieve excessive net

25 costs of the market; and
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(v) plans to compensate for any such
measures, to ensure that the long-term
emissions reduction goals of this Act are
achieved;
(B) that are timely and succinet, to ensure
regular monitoring of market trends; and
(C) that are prepared independently by the
Board.
Subtitle D—Climate Change
Technology Board
SEC. 431. ESTABLISHMENT.

There 1s established, as an agency of the Kederal
Government, the Climate Change Technology Board.

SEC. 432. PURPOSE.

The purpose of the board established by section 431
1s to advance the purposes of this Act by using the funds
made available to the board under titles VIII through XI
to accelerate the commercialization and diffusion of low-
and zero-carbon technologies and practices.

SEC. 433. INDEPENDENCE.

The board established by section 431 shall have the

authority to distribute funds made available to the board

under this Act.
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1 SEC. 434. ADVANCE NOTIFICATION OF DISTRIBUTIONS OF

2
3
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7
8
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10
11
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23
24
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26

FUNDS.

Not less than 60 days before distributing any funds
made available under this Act to the board established by
section 431, the board shall—

(1) publish in the Federal Register a detailed
notification of the distribution; and
(2) provide a detailed notification of the dis-

tribution to—

(A) the President;
(B) in the Senate—

(1) the Committee on Appropriations;

(i1) the Committee on Banking, Hous-
ing, and Urban Affairs;

(ii1) the Committee on Budget;

(iv) the Committee on Commerce,
Science, and Transportation;

(v) the Committee on Enerey and
Natural Resources;

(vi) the Committee on Environment
and Public Works;

(vii) the Committee on Finance;

(vii1) the Committee on Homeland Se-
curity and Governmental Affairs; and

(ix) the Committee on Small Business

and Entrepreneurship;
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(C) in the House of Representatives—

(1) the Committee on Appropriations;

(i1) the Committee on Budget;

(i1i) the Committee on Energy and
Commerce;

(iv) the Committee on Natural Re-
sources;

(v) the Committee on Oversight and
Government Reform;

(vi) the Committee on Science and
Technology;

(vii) the Committee on Small Busi-
ness;

(viii) the Committee on Transpor-
tation and Infrastructure;

(ix) the Committee on Ways and
Means; and

(x) the Select Committee on Energy
Independence and Global Warming; and

(D) the Joint Economic Committee and

Joint Committee on Taxation of Congress.
SEC. 435. CONGRESSIONAL OVERSIGHT OF BOARD EXPEND-
ITURES.
(a) DISAPPROVAL.—An obligation of funds for which

a notification 1s submitted under section 434 shall not
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occur if Congress enacts legislation disapproving the obli-
eation of funds by not later than 30 days after the date
of receipt of the notification.

(b) REPORTS.—Not later than 90 days after the end
of each of calendar years 2012 through 2050, the board
established by section 431 shall submit to each committee
of Congress identified in section 434 a report describing,
with respect to that calendar year—

(1) the actual amounts obligated during that
year;
(2) the purposes for which the amounts were
obligated; and
(3) the balance, if any, of the amounts that—
(A) were obligated during that year; but
(B) remain unexpended as of the date of
submission of the report.
SEC. 436. REQUIREMENTS.

(a) COMPOSITION.—The board established by section
431 shall be composed of 5 directors who are citizens of
the United States, of whom 1 shall be elected annually
by the board to serve as Chairperson.

(b) POLITICAL AFFILIATION.—Not more than 3 di-
rectors serving on the board at any time may be affiliated

with the same political party.
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(¢) APPOINTMENT AND TERM.—Each director shall

be appointed by the President, by and with the advice and

consent of the Senate, for a term of 5 years.

(d) QUORUM.—Three directors shall constitute a

quorum for a meeting of the board.

(¢) PROHIBITIONS.

(1) CONFLICTS OF INTEREST.—No individual
employed by, or holding any official relationship with
(including as a sharcholder), any entity engaged in
the sector in which businesses receive distributions
of funds by the board, and no individual who has a
pecuniary interest in the implementation of this Act,
shall be appointed director.

(2) NO OTHER EMPLOYMENT.—A director shall
not hold any other employment during the term of
service of the director.

(f) VACANCIES.

(1) IN GENERAL.—A vacancy on the board—
(A) shall not affect the powers of the
board, subject to the condition that the board
has a sufficient number of directors to establish
a quorum; and
(B) shall be filled in the same manner as

the original appointment was made.
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(2) SERVICE UNTIL NEW APPOINTMENT.—A di-
rector whose term has expired or who has been re-
moved from the board shall continue to serve until
the date on which a replacement is appointed, if the
President determines that service to be appropriate.
() REMOVAL.—

(1) IN GENERAL.—A director may be removed
from the board for cause, on determination of the
President.

(2) NOTIFICATION.—Not later than 30 days be-
fore removing a director for cause under paragraph
(1), the President shall provide to the Congress an
advance notification of the determination by the
President to remove the director.

SEC. 437. REVIEWS AND AUDITS BY COMPTROLLER GEN-
ERAL.

The Comptroller General of the United States shall
conduct periodic reviews and audits of the efficacy of the
distributions of funds made by the board established by
section 431.

Subtitle E—Auction on

Consignment
SEC. 441. REGULATIONS.
Not later than 2 years after the date of enactment

of this Act, the Administrator shall promulgate regula-
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I tions under which the Administrator shall, at the request
of a recipient of a distribution of emission allowances

under this Act

(1) include those emission allowances among

ministrator at regular auction under this Act; and
(2) transfer the proceeds of the sale of those al-

2
3
4
5 the quantity of emission allowances sold by the Ad-
6
7
8 lowances to the recipient.

9

TITLE V—FEDERAL PROGRAM
10 TO PREVENT ECONOMIC
11 HARDSHIP
12 Subtitle A—Banking
13 SEC. 501. EFFECT OF TIME.
14 The passage of time shall not, by itself, cause an al-
15 lowance to be retired or otherwise diminish the compliance
16 wvalue of the allowance.
17 Subtitle B—Borrowing
18 SEC. 511. REGULATIONS.
19 (a) IN GENERAL.—Not later than 2 years after the
20 date of enactment of this Act, the Administrator shall pro-
21 mulgate regulations under which, subject to subsection
22 (b), the owner or operator of a covered entity may—
23 (1) borrow emission allowances from the Ad-

24 ministrator; and
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(2) for a calendar year, submit borrowed emis-
sion allowances to the Administrator in satisfaction
of up to 15 percent of the compliance obligation

under section 202.

(b) LIMITATION.—An emission allowance borrowed
under subsection (a) shall be an emission allowance estab-
lished by the Administrator for a specific future calendar
year pursuant to section 201(a).

SEC. 512. TERM.

The owner or operator of a covered entity shall not
submit, and the Administrator shall not accept, a bor-
rowed emission allowance in partial satisfaction of the
compliance obligation under section 202 for any calendar
year that is more than 5 years earlier than the calendar
yvear included in the identification number of the borrowed
emission allowance.

SEC. 513. REPAYMENT WITH INTEREST.

For each borrowed emission allowance submitted in
partial satisfaction of the compliance obligation under sec-
tion 202 for a particular calendar year (referred to in this
section as the “‘use year’), the quantity of emission allow-
ances that the owner or operator is required to submit
under section 202 for the year from which the borrowed
emission allowance was taken (referred to in this section

as the “source year’’) shall be equal to 1.1 raised by an
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exponent equal to the difference between the source year
and the use year expressed as a positive whole number.
Subtitle C—Emergency Off-Ramps

SEC. 521. EMERGENCY OFF-RAMPS TRIGGERED BY BOARD.

(a) POWERS OF BOARD.—The Board may carry out
1 or more of the following cost relief measures to ensure
functioning, stable, and efficient markets for emission al-
lowances:

(1) Increase the quantity of emission allowances
that covered entities may borrow from the Adminis-
trator.

(2) Expand the period during which a covered
entity may repay the Administrator for an emission
allowance borrowed under paragraph (1).

(3) Increase the quantity of emission allowances
obtained on a foreign greenhouse gas emission trad-
ing market that the owner or operator of any cov-
ered entity may use to satisfy the allowance submis-
sion requirement of the covered entity under section
201, on the condition that the Administrator has
certified the market in accordance with the regula-
tions promulgated pursuant to section 322.

(4) Increase the quantity of offset allowances
generated in accordance with section 303 that the

owner or operator of any covered entity may use to
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satisfy the total allowance submission requirement of

the covered entity under section 201.

(b) SUBSEQUENT ACTIONS.—On determination by

4 the Board to carry out a cost relief measure pursuant to

5 subsection (a), the Board shall—

6

7

8

9
10
11
12
13
14
15
16
17
18
19
20
21

22 Board the authority

23
24

(1) allow the cost relief measure to be used only
during the applicable allocation year;

(2) exercise the cost relief measure incremen-
tally, and only as needed to avoid significant eco-
nomic harm during the applicable allocation year;

(3) specify the terms of the relief to be achieved
using the cost relief measure;

(4) in accordance with section 423, submit to
the President and Congress a report describing the
actions carried out by the Board; and

(5) evaluate, at the end of the applicable alloca-
tion year, actions that need to be carried out during
subsequent years to compensate for any cost relief
measure carried out during the applicable allocation
year.

(¢) LaMITATIONS.—Nothing in this section gives the

(1) to consider or prescribe entity-level petitions

for relief from the costs of an emission allowance al-
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location or trading program established under Ked-

eral law;

(2) to carry out any investigative or punitive
process under the jurisdiction of any Federal or
State court;

(3) to interfere with, modify, or adjust any
emission allowance allocation scheme established
under Federal law; or

(4) to modify the total quantity of emission al-
lowances issue