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Overview

• American Clean Energy and Security Act (House 
of Representatives)

• American Power Act (Senate)

• EPA’s economic analysis

– Key results

– International analysis in detail

• Summary of EPA regulatory actions
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American Clean Energy and 
Security Act of 2009 (ACES)

• Passed by the House of Representatives 

– Multi-sector cap and trade program 

• 17% reduction in capped sectors by 2020, 83% by 2050, from 
2005 levels

• ~85% U.S. emissions covered, 6 greenhouse gases

– Flexibility & cost-containment mechanisms such as international 
offsets, banking, borrowing, and a strategic reserve

– Competitiveness provisions include output-based allocations and 
border measures

– Includes renewable energy standard and various energy efficiency 
measures
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American Power Act

• Introduced to the Senate as a “discussion draft” on May 12, 
2010

• Major provisions very similar to ACES:
– Same percentage reductions as represented by cap starting in 2013

– 2 billion tons of offsets allowed annually

– Provisions to address competitiveness and emissions leakage

• Some differences:
– Later start year (2013) and longer phase-in of sources (industrial 

sector covered in 2016)

– Transportation sector included via a “set-aside” compliance 
system rather than covered directly

– No renewable energy standard
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EPA’s Economic Analyses

• EPA has developed analyses including:

– American Clean Energy and Security Act (ACES)

– Interagency report on international competitiveness and emission 
leakage

– American Power Act (APA)

• Our analyses show that these bills:

– Drive transformation in the energy sector

– Reduce emissions cost-effectively through trading

– Do so with relatively modest impact to consumers and trade-
exposed industries
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EPA’s Economic Analyses-
International action

CO2-equivalent Concentrations

(Climate Sensitivity = 3.0)
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• G8 International Action scenario: 
Consistent with G8 agreement to reduce 
global emissions to 50% below 2005 
levels by 2050.  

•Under the G8 agreement, EPA’s analysis 
shows that CO2e concentrations of 450 
ppm and temperature rises of 2˚C in 
2100 are attainable.

•CO2e concentrations through 2100 are 
presented here assuming a climate 
sensitivity of 3.0 (CS is the equilibrium 
temperature response to a doubling of 
CO2. 3.0 is deemed “most likely” by the 
IPCC).

• Source: GCAM and MAGICC models



7

EPA’s Economic Analyses-
International offsets

International Offsets Usage

Cumultive Avg. Annual Intl Offsets Allowance

(GtCO2e) (MtCO2e) Usage Price

Scn. 8 - H.R. 2454 (Updated) 30 757 n/a n/a

Scn. 9 - No Int'l Offsets 0 0 -100% 54%

Scenario 9a – Int’l offsets delayed 10 years 28 725 -4% 2%

Scenario 9b – Int’l offsets delayed 20 years 26 668 -12% 5%

Scenario 9c – No REDD offsets 15 375 -51% 25%

Scenario 9d – No domestic offsets 42 1,085 43% 3%

Scenario 9e – No int’l or domestic offsets 0 0 -100% 126%

Scn. 13 - 20% 2020 Cap 31 793 5% 0.4%

Scn. 14 - 14% 2020 Cap 28 721 -5% -0.4%

% Change from Scn. 8

• International offsets are a key compliance mechanism and cost-
containment tool in climate bills

• Without international offsets, allowance prices increase 
substantially, as shown below for ACES (H.R. 2454)
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Notes:  
1.  Petroleum refining is not depicted because it is explicitly excluded from  H.R. 2454's allocations to "trade-vulnerable"  industries .  Also, 91 
other sectors, with 126 MMTCO2e of emissions, are not depicted due to lack of trade intensity data.  One of these, iron and steel pipe and tube 

manufacturing from purchased steel (331210; 2.5 MMTCO2e) is expected to be eligible based on language in the bill.  Four others meet the 
energy-intensity threshold, each with 2 to 3 MMTCO2e of emissions: beet sugar manufacturing , broadwoven fabric finishing mills, steel 
foundries (except investment), and metal heat treating. Twelve sectors with a calculated trade intensity greater than 100%  are depicted here with 

an intensity of 100% (the maximum possible intensity).  The two copper sectors (212234 and 331411) do not meet the energy or trade intensity 
thresholds specified in H.R. 2454 but are expected to be eligible based on other language in the bill. 
2.  Energy intensity and trade intensity measures are as defined in H.R. 2454 and elsewhere in this report. 
Source: EPA analysis.
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1. Malt Manufacturing (311213)

2. Wet Corn Milling (311221)

4. Yarn Spinning Mills (313111)

3. Rendering and Meat Byproduct Processing (311613)
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5. Tire Cord and Tire Fabric Mills (314992)
6. Reconstituted Wood Product Manufacturing (321219)

7. Pulp Mills (322110)
8. Paper (except Newsprint) Mills (322121)

9. Newsprint Mills (322122)

10. Paperboard Mills (322130)

11. Petrochemical Manufacturing (325110)

12. Inorganic Dye and Pigment Manufacturing (325131)

H.R. 2454 

Eligibility 

Threshold

13. Alkalies and Chlorine Manufacturing (325181)

14. Carbon Black Manufacturing (325182)

15. All Other Basic Inorganic Chemical Mfg. (325188)

16. Cyclic Crude and Intermediate Manufacturing (325192)

17. All Other Basic Organic Chemical Mfg. (325199)

18. Plastics Material and Resin Manufacturing (325211)

42. Smltg./Rfg. of Nonfrs. Mtl. (ex. Cpr. and Almn.) (331419)

19. Synthetic Rubber Manufacturing (325212)

20. Cellulosic Organic Fiber Manufacturing (325221)

21. Noncellulosic Organic Fiber Manufacturing (325222)

22. Nitrogenous Fertilizer Manufacturing (325311)

23. Vitr. China Plumbing Fixture and Other Mfg.  (327111)

24. Vitreous China and Other Pottery Mfg. (327112)

25. Porcelain Electrical Supply Manufacturing (327113)

26. Ceramic Wall and Floor Tile Manufacturing (327122)

27. Other Structural Clay Product Manufacturing (327123)

28. Nonclay Refractory Manufacturing (327125)

29. Flat Glass Manufacturing (327211)

30. Other Pressed/Blown Glass and Glsswr. Mfg. (327212)

31. Glass Container Manufacturing (327213)

32. Cement Manufacturing (327310)

33. Lime Manufacturing (327410)

34. Ground or Treated Mineral and Earth Mfg. (327992)

35. Mineral Wool Manufacturing (327993)

36. Iron and Steel Mills (331111)

37. Electrometallurgical Ferroalloy Product Mfg. (331112)

38. Iron/Steel Pipe/Tube Mfg. from Purchsd. Steel (331210)

39. Alumina Refining (331311)

40. Primary Aluminum Production (331312)

41. Primary Smelting and Refining of Copper (331411)

43. Iron Foundries (331511)

44. Carbon and Graphite Product Manufacturing (335991)
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EPA’s Economic Analyses-
International competitiveness

•ACES and APA include 
eligibility criteria for 
competitiveness 
provisions. 

•Sectors to the right of and 
above the bold dashed line 
are considered “energy-
intensive trade exposed” 
industries in ACES.

• They are mostly in the 
following industries: 
chemicals, pulp/paper, 
iron & steel, nonferrous 
metals, nonmetallic 
minerals.

• Full report and figure are 
on our website.
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EPA’s Economic Analyses-
International competitiveness
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Leakage: Increase in Emissions in Developing Countries Associated with Increased Net Imports in the United States

Domestic Emission Reductions Associated with Reduced Emissions Intensity of Domestic Production

Domestic Emission Reductions Associated with Shifts from Domestic to Overseas Production of Energy Intensive Goods

Domestic Emission Reductions Associated with Reduced Domestic Consumption of Energy Intensive Goods

Note:  To isolate the effects of U.S. adoption of a cap-and-trade program on domestic emission reductions and leakage, this chart depicts the incremental emission 

reductions and leakage that result from the U.S. adoption of a cap-and-trade program in the context of a policy scenario in which the United States and other developed 

countries adopt comparable climate policies.  Specifically, the emission reductions and leakage depicted here reflect the cha nge in emissions and leakage in a scenario 

in which the United States and other developed countries adopt comparable cap -and-trade programs, relative to the level of emissions and leakage that would prevail in 

a scenario in which other developed countries adopt such programs but the United States does not.

• Interagency analysis has shown that the implementation of output-
based rebating in ACES can effectively eliminate emissions leakage.                                                         

Source: Interagency Report, http://epa.gov/climatechange/economics/index.html

http://epa.gov/climatechange/economics/index.html
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EPA’s Recent Regulatory Actions

• Major rule-makings

– GHG Reporting Program

– Endangerment Findings

– Light Duty Vehicle Rule

– Tailoring Rule 

• Taking a pragmatic, common sense approach 
focusing on largest emitters and most effective 
mitigation opportunities

• Still balancing multiple policy approaches
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For more information

Bella Tonkonogy

tonkonogy.bella@epa.gov

+1 (202) 343-9183

EPA’s climate change website:

www.epa.gov/climatechange

Economic analyses: 
http://epa.gov/climatechange/economics/economicanalyses.html
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