Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook

Legislation

Brief Description

AEO Handling

Basis

Residentia Sector

A. National Applance Energy
Conservation Act 0f1987

. Room Air Conditioners

i

o

. Other Air Conditioners
(<5.4 tons)

. Water Heaters

o

o

. Refrigerators/Freezers

Dishwashers

®

—

. Fluorescent Lamp Ballasts

. Clothes Washers

«

=

. Furnaces

. Clothes Dryers

B. Energy Policy Adt of 1992 EPACT)

a. Window Labeling

b. Low-Fbw Showerheads

Requires Secretary of Energy b set
minimum eficiency standards for 10
appliance categories

Designed to help c onsumers
determine which windows are most
energy e fficient.

Designed to decrease domesic hot
water use.

Current standard 0f8.82 EER

Current standard 10 SEER for
centralair condtioner and heat
pumps, increasing b 12 SEER
in 2006.

Electiic: Curent standard .86
EF, increasing to .90 EF in
2004. Gas: Current standard
.54 EF, increasing to .59 EF in
2004.

Refrige rator co nsum ption lim it
of 691 kW hlyr. decrea sing to
483 kWh/yr in 2002.

Current standard of .46 EF

Current standard of.90 power
factor

Current sandard of1.18 EF,
increasing to 1.04 MEFin 2004,
further increasing to 1.26 MEF
in 2007.

Standard set at 78 AFUE for
gas and oil furnaces.

Gas: Curre nt standard 2.67 EF .
Electric: Curent standard 3.01
EF. The increase in MEF for
clothes washers futther
increases the de fac to standard
for clathes dryers due to beter
extracton of water from cbthes
in washing process.

Assume decrease heating
loads by 8 percent and cooing
loads by 3 percent.

Assumed cuts hot wateruse for
showers by 33 percent (mplies
10 percent decrease intotal hot
water use). Only installed in
new con struction.

Federal Regster Notce of Final
Rulemaking,

Federal Regster Notice of Fhal
Rulemaking,

Federal Regster Notce of Final
Rulemaking,

Federal Regiter Notce of Final
Rulemaking,

Federal Regster Notce of Final
Rulemaking,

Federal Regster Notce of Final
Rulemaking,

Federal Regster Notce of Final
Rulemaking,

Federal Regster Notce of Fnal
Rulemaking,

Federal Register Notce of Final
Rulemaking,

Based on analysis of RE CS data.
Impacts 25 percent ofexistng
(pre-1998)housing siock by the
end of the forecast.

Analysis of how much dome stic
hot water is used for sho wers
based on LBNL study.
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation Brief Description

AEO Handling

Basis

c. Builling Codes For the IECC 20 00, spe cifies wh ole

house efficiency minimums.

Rates homes based on instaled
efficiency of app liances and shell.

d. Home Energy Effciency
Rates (HERS)

e. Energy-Effcient
Mortgages

Allow homeowners to qualfy for
higher loan am ounts if the home is
energy-eficient, as scored by HERS

Commercial Sector

A. National Applance Energy Conservation
Act of 1987

Requires Secretary of Energy b set
minimum eficiency standards or 10
appliance categories

a. Room Air Conditioners

b. Other R esiden tial-size Air
Conditioners (<5.4 tons)

c. Fluoresce nt Lamp B allasts

B. Energy Policy Adt of 1992 EPACT)

a. Buibing Codes

b. Window Labeling Designed to help c onsumers
determine which windows are most

energy e fficient.

c. Commercial Furnaces and Boilers

Assumes thatall States adopt
the IECC 2000 code by 2010.

Used to determine complince
with obtainng an energy-
efficent mortgage.

Effidency of equipment
represented in technology
choice parameters. Efficiency
of shell represented in HVAC
choice.

Included fr categories
represented in he AEO
comme rcial sector for ecast.

Current standard o0f8.82 EER

Current standard 10 SEER for
centralair condtionersand
heat pumps, ncreasingto 12
SEER in 20 06.

Current standard i .90 power
factor and minmum efficacy
factor for F40 and F96 lamps
based on lamp size and
wattage, increasig to higher
efficacy factorin 2005 that
limits purchase s to elec tronic
ballasts.

Incorporated in commercial
building shell assump tions.
Efficiency of new relative to
existing shell represented in
shell efficiency indices.
Assume shell effciency
improves 5 and 7 percent by
2025 for exsting buidings and
new construction, respectively.

Incorporated in commercial
building sh ell assump tions.
Efficiency of new relative to
existng shell epresented |
shell efficiency indices.
Assume shell effciency
improves 5 and 7 percent by
2025 for exsting buidings and
new construction, respectively,

Gas-fired fumaces and boilers:
Current standard & 0.80
thermal eficiency. Oilfurnaces
and boiilers: Current standard is
0.81 themal effciency for
furnaces, 0.83 themal
efficiencyfor boilers.

Trend of States’ adop tion to
codes, alowing for lead imes for
enforcementand builder
compliance.

No finalHERS rathg system has
been established by DOE. State
agencies and mortgage lenders
have developed a non-bindng
system, which is currently in
place.

No way to separate out hese
purchas es from oth ers.
Assumes hisbrical effectin the
forecast, with cost-reducing
learning in the shell pottion of
HVAC choice.

Federal Regster Notice of Fhal
Rulemaking,

Federal Regster Notice of Fnal
Rulemaking,

Federal Regster Notce of Final
Rulemaking,

Based on Arthur D. Little
commercialshell ndices
developed for EIA n 1998,
updated to 1999 CBECS builling
stock.

Based on Arthur D. Little
commercialshell hdices
developed for EIA n 1998,
updated to 1999 CBECS building
stock.

Public Law 102-486: EPACT.
Federal Regster Notice of Fhal
Rulemaking,
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation

Brief Description

AEO Handling

Basis

d. Commercil AirConditoners and
Heat Pumps

e. Commercial Wate r Heaters

f. Lamps

g. Electric Motors

h. FederalEnergy Management

i. Business Investment E nergy Credit

C. Executive Order13123, “Greening the

Government Through EfficientEnergy
Management”

Industrial Sector

A. Energy Policy Ad of 1992 EPACT)

1. MotorEffidency Standards

2. Boikr Effciency Standards

Specifie s minim um efficiency le vels
for a variety of motor types and
sizes.

Requires Federal agencies to
reduce energy consumption 20
percent by 2000 relaive to 1985.

Provides apermanent 10 percent
investmenttax credt for solar
property

Requires Federal agencies to
reduce energy consumption 30
percent by 2005 and 35 percert by
2010 relatve to 1985through ife-
cycle costeffectve energy
measures,

Specifie s minim um efficiency le vels
for a variety of motor types and
sizes

Specifies minimum combugtion
efficency for package boilers larger
than 300,000 Btu/hr. Natural Gas
boilers: 80 percent oil boilers: 83
percent.

Air-coded airconditoners and
heat pumps less than 135,000
Btu: Current standard of 8.9
EER. Air-cooled air
conditoners and heatpumps
greater han 135,000 Bu:
Current standard of8.5 EER.

Naturalgas and oit EPACT
standard .78 thermal efficiency,
increasng to .80 thermal
efficency for gasunits in 2003.

Incandescent: Current standard
16.9 lume ns per waftt.
Fluorescent: Current standard
75 and 80 lumens per watt for 4
and 8 foot lamps, respectively.

End-use sewices modekd at
the equipment level. Motors

containedin new equipment

must meet the standards.

Superceded by Executive
Order 13123.

Tax credit incorporated in cash
flow for solargeneration
systems. Investmentcost
reduced 10 percent forsolar
water heaters.

The Federal ‘share” of he
commercial sector uses the 10
year treasury bond rak as a
discountrate inequipment
purchase deckions as opposed
to adding risk premums to the
10 year tre asury bond rate to
develop discount raes for other
commercial decisions.

New motors mustmeet the
standards.

All package boilers are
assumed to meet the effciency
standards. While the standards
do not appl to field-erected
boilers, which are typicaly used
in steam-intensive industres,
we assume they meet the
standard in the AEO.

Public Law 102-486: EPACT

Public Law 102-486: EPACT.
Federal Regster Notice of Fnal
Rulemaking.

Public Law 102-486: EPACT.

Superceded by Executive Order
13123.

Public Law 102-486: EPACT.

Federal Regster Notice of
Executive Order. Code of
Federal Reguhtions: 10CFR
436.14 Methoddogical
assumptions for ifecycle cost
calculations.

Standard specified in EPACT, 10
CFR 431

Standard specified in EPACT, 10
CFR 431.42
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation

Brief Description

AEO Handling

Basis

B. Clean Ar ActAmendments 0f1990 (CAAA90)

1. Process Emissions

2. Emissions related to
hazardoug/toxic substances

3. Industrial SO2 emissions

Transportation Sector

A. Energy Policy A of 1992 EPACT)

B. Low Emission Vehicle Program (LEVP)

C. Corporate Average Fuel Economy

(CAFE) Stndards

D. Electic, Hybrid, and Altemative Fuel

Vehicle Tax Incentves

E. State Ekctric, Hybiid, and Altemative

Fuel Vehicle Tax and oter Incenives

Numerous process emissions
requiremerts for specified industies
and/or activties,

Numero us emissions requ irements
relative to hazardous and/or toxic
substances.

Sets annuallimitfor industrial SO2
emissions at 5.6 million tons. If limit
is reached, specifc regultions
could be mplemented.

Increases the number of aternative
fuel vehickes and alternate fuel use
in Federal State, and fuelprovider
fleets.

Allows Cadifomia the autorityto set
vehicle aiteria emission standards
that excee d Federal standards . In
additon, this program mandats the
sale of zero emission vehicles by
manufacturers, States are gven the
optin ofopting into the Federal or
California emission standards.

Requires manufacturers to produce
vehicleswhose average fuel
economy meets a mhimum Federal
standard Cars and light trucks are
regulated separately.

Federal ax incentves are povided
to encouragethe purchase of
electric, hybrid and or alernative
fuel vehiles. Forexample, @x
incenties for hyhrid vehiles in he
form of a $2,000 income tax
deduction.

Approximately 20 States provide tax
and other ncentivesto encourage
the purchase of electic, hybrid and
or altemative fuel vehides. The &x
incentves are in the form of income
reductions, tax credits,and
exemptions. Other incentives
include use of HOV lanes and
exemptionsfrom emissions
inspectons and licensing fees. The
incenties offered and the mixvaries
by state . For example,, Georgia
offers atax credt of $5,000 for
electic vehicles and Okahoma
offers atax credi of $1,500 for
hybrid and altemative fuel vehtles.

Not modeled be cause they are
not directly related o energy
projections.

Not modeled be cause they are
not directly related o energy
projections.

Industrial SO2 emissions are
not pro jected to reach the limit
(Source: EPA, N ational Air
Pollutant Emssions Trends:
1990-1998, EPA-454/R-00-002,
March 2000, p. 4-3.)

Assumes Federal Stateand
fuel provider fleets meetthe
mandated sales requirements.

Incorporates the LEVP program
as amen ded on 4/24/03.
Assumes California, New York,
Massachusetts, Maine,and
Vermont adopt the LEVP
program as amended April 24,
2003 and thatthe proposed
sales requirementsfor hybiid,
electrc, and fuelcell vehicles
are met.

The current CAFE standard for
cars is 27.5 mpg. The car
standard 5 unchanged through
2025. The curent CAFE
standard for light trucks is 20.7
mpg. Increasingto 21.0 mpg in
2005, 21.6 mpgin 2006, and
22.2 mpg in 2007 and beyond.

Incorporates the Federal tax
incenties for hybrid and
electric vehtles.

Does not incorporate State @ax
and other ncentivesfor hybrid,
electric,and other altemative
fuel vehicle.

CAAA90, 40 CFR 60

CAAA90, 40 CFR

CAAAQ0, Section 406 (42 USC
7651)

Energy Policy Act of 1992, Public
Law 102-486-Oct. 24, 1992.

General Motors Corp.,
Daimler/Chryskr and Isuzu
Motors fiked suit againstthe ZEV
mandates outined in the July 30,
2002 amendments. Due the
chang es prop osed in the April
24,2003 amend ments
(Resolution 03-4), the auto

manu facture rs agre ed to se ttle
litgation wih Calffornia.

Energy Policy Conservation Act
of 1975; Tile 49 Unied States
Code, Chapter 329; and Federal
Register, Vol.68, No. 66,
Monday, Apri 7, 2003.

IRS Technical Publication 535;
Business Expenses

State laws inArizona, Arkansas,
California, Cdorado, Delaware,
Florida, Georga, lowa, Kansas,
Louisiana, Maine, Maryland,

Michigan,New Hampshire, New
York, Okiehoma, Pennsylania,
Utah, Virginia,and Washington.
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation

Brief Description

AEO Handling

Basis

Electric Power Generation

A. Clean Ar ActAmendments of 1990

B. Energy Policy Ad of 1992 EPACT)

Establshed a natonal limit on
electrrity generator emisions of
sulfurdioxide b be achieved
through a cap andtrade program.

Set boikr type spedficnitrogen
oxide emission limits for e lectricity
generators.

Under secton 126, Norheast staes
petitoned the EPA amguing that
generators in otherstates
contributed to te nitrogen oxide
emission's problem s in their states .
EPA estabished a summerseason
nitrogen oxide emission cap and
trade program cooverng 22 states
(three were removed by the courts)
to start in May 20 03 (de layed u ntil
May 2004).

Requires the EPA to egtablish
national am bient air qua lity
standards,In 1997, EPA set new
standards for ground kvel ozone
and fine particulates. EPA is
currentl determining whichareas of
the country are notincompliance
with the new standards. Area
design ations will be made in
December 2004. States wil then
have u ntil Dece mber 2 007 to s ubmit
their complian ce plans, and u ntil
2009-20 14 to bring all areas into
compliance.

Required the EPA to study
hazardous ar pollutants fom
electricty generation. EPA

annou nced in Decem ber 2000 that it
would reguhte electicity generator
mercury emissions under Section
112 of the Ckan Air Ad. EPA plns
to issue proposed merculy emission
standards n December 2003 and
final standards in Dece mber 20 04.
Generatorswillhave untilDecember
2007 to comply.

Created a class of ge nerators
referre d to as e xempt wholes ale
generators (EWGSs), exempt from
PUCHA as long as they sell
wholesale power,

Created production fax incentives
(PTC) forwind and biomass and
reintoduced a permanent

investme nt tax credit (IT C) for solar.
The PTC for wnd and biomass has
been reauthorized several timesand
currently expiresas of December
31, 2003.

Sulfurdioxide cap and trade
program isexplicily modekd,
choosing the optimalmix of
options for meetingthe natonal
emissionscap.

Assum es eac h boiler installs
the options necessary to
comply with theirnitrogen oxide
emissions limit.

The 19-stak summer season
nitrogen oxide cap and trade
program isexplicily modeled,
allowing electricity generators
to choose the optimalmix of
controloptions © meet the
emission cap.

Becau se spe cific
nonattanment areas have not
been de signated a nd state
implementation plns have not
been estabished, hese revised
standards are not currently
repersented.

Representsthe development of
Exempt Who lesale Generators
(EWGS) or whatare now
referred to as independent
power produ cers (IP Ps) in all
regions.

The PTCs and ITCsfor
renew ables are explic itly
modeled as atated in the law.

Clean AirAct Amendments of
1990, Tite IV, Sections401
through 406, Sulfur Dioxide
Reduction Program, 42 U.S.C.
7651a through7651e

Clean AirAct Amendments of
1990, Tite 1V, Section 407,
Nitrogen Oxides Emission
ReductionProgram, 42U.S.C.
7651f

Section 126 Rule: Revsed
Deadlines, Fede ral Register:
April30, 2002 (volume 67,
Number 83),Rules and
Regulations, Pages 21521-
21530

Clean AirAct Amendments of
1990, Tite I, Sections 108 and
109, Nation al Ambient Air Quality
Standards for Ozone, 40 CFR
Part 50, Federal Regster, Vol 68,
No 3, January8, 2003. National
Ambient Ar Qualiy Standardsfor
Particulate Matter, 40 CFR Part
50, FederalRegister, Vol.62, No.
138, July18, 1997.

Clean AirAct Amendments of
1990, Tite I, Section 112 No
specific standard promulgated as
of 9/1/2003.

Energy Policy Act of 1992, Title
VII, Bectrkity, Subtile A, Exempt
Wholesale Ge nerators

Energy Policy Act of 1992, Title
XIl, Renewable Enemgy, Secton
1212, Renewabke Energy
Production Incentve
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation Brief Description AEO Handling Basis

C. The Public Utiity Holdng Company Act
of 1935 (PUCHA)

PUHCA is a US federal statute
which was enacted to legislate

It is assumed that holding
companies a ct com petitively

Public Uility Holding Company
Act of 1936

D. FERC Orders 888 and 889

E. New Source Review (NSR)

against abusive pradices i the
utilty industy. The actgrants power
to the US Securities and Exchange
Commission (SEC) to oversee and
outlaw large holding companies
which mightotherwise controlthe
provision of electrical service to
large regions of he country. It gives
the SEC powerto approve or deny
merge rs and a cquisitions and, if
necessary, force utility com panies to
dispose ofassets orchange

busine ss practices if the company’s
structure of actvites are not
deemed to be in the public intere st.

FERC has issued two related rules
Orders 88 8 and 88 9) designed to
bring low cost power to consumers
through comp etition, ensure
continued relibility n the industry,
and provide for open and eq uitable
transmission services by owners of
these faclites. Specficaly, Order
888 requires open access b the
transmission grid currenty owned
and operatedby utiities. The
transm ission o wners must file
nondiscriminatorytarifs thatoffer
other supplers the same services
that the owners provie for
themselves. Order 883 also albws
these utiites to recover stranded
costs (nvestmentsin generaing
assets that are unrec overable due to
consumers sekcting ancther
supplier). Order889 requires
utilties o implementstandards of
conduct and a Open Access Same-
time Informaion System (OASIS)
through which utiitiesand non-
utilties can receive informaton
regarding the transm ission syste m.
Consequently, utiites are expected
to functionally or physic ally unb undle
their marketing function s from th eir
transmission functions.

On August 27,2003, the
Environmental Prokction Agency
(EPA) ssued a final ruke defining
certainpower plantand industial
facilty actvites as routne
maintenance, repair and
replacement , which are not subject
to new source review NSR). As
stated by EPA, “these changes
provide a category ofequipment
replacementactiviies that are not
subject to M ajor NSR re quiremen ts
under the outine mantenance,
repair and replacement(RMRR)
exclusion.”[1] Essentidly this means
that powerplants andindustral
faciitiesengaging n RMRR
activties wil nothave to get
preconstmuction approval fom the
State or EPA and will not have to
instal best available emissions
controltechnologes thatmight be
requiredif NSR were triggered.

and do not use their reguated
power businesses to cross
subsidize theirunregulaed
businesses.

These ordersare represented
in the forecast by assuming that
all generators in a given region
are able b satisfy load

require ments anywh ere within
the region, Similarly, it is
assumed thattransactons
betwe en regions will o ccur if
the cost diferentals betveen
them make iteconomic todo
S0.

It is assume d that coal p lants
will be ab le to incre ase the ir
output as dectrcity demand
increases. Their maxmum
capacityfactoris set at84
percent. No increases in the
capac ity of existing plants is
assumed. If furth er analysis
shows thatcapacity uprates
may resultfrom the NSR rule,
they will b e incorp orated in
future AEOs. However, at this
time, he NSR rule 5 being
contested in the couts.

Promo ting Wh olesale
Competiton Through Open
Access, Non-discrim inatory
Trans mission Service s by Pu blic
Utilties; Recovery of Stranded
Costs by Pubic Utiites and
Transmitting Uilites, ORDER
NO. 888 (Issued A pril 24, 1996),
18 CFR Parts 3 and 385,
Docket Nos.RM95-8-000 and
RM94-7-001. Open Access
Same-Time Information System
(formerl Real-Time Information
Networks)and Standards of
Conduct, ORDER NO. 889,
(Issued April 24,1996), 18 CFR
Part 37, Do cket No. RM 95-9-000 .

Environmentl Protection
Agency, 40 CFR Parts 51 and
52, Prevenion of Significant
Deterioration (PSD) and Non-
Attainment New Source Review
(NSR): Equipment Replcement
Provison of the Routine
Maintenance, Repair and
ReplacementExclusion; Final
Rule, Federl Registr, Vol. 68,
No. 207, page 61248, October
27, 2003.
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation

Brief Description

AEO Handling

Basis

F. State RPS laws, mandates, and goals

G. StateEnvironmentl Laws

Oil and Gas Supp ly

A. The OuterContinental ShelfDeep

Water Royalty Reief Act (DWRRA)

B. Energy Policy and Conservation Act

Amendments 0f2000

C. Hackberty Decision

D. Mariime Securty Act 0f2002

Amendments to the Deepwater Port Act

of 1974

Several States have enaded laws
requiring that a certain percentage
of their generaton come foom
qualifying renewable sources.

Several Sates have enaded laws
requirng emissions reductions from
their generatg plants.

Mandates thatall trcts offered by
November 22, 2000, in deep water
in certain areas of the Gulf ofMexico
must be offered under he new
bidding system permtted by he
DWRRA. The Secretary of Interior
must o ffer suc h tracts with a sp ecific
minimumroyaly suspensionvolume
based on waterdepth.

Required the U SGS to in ventory oil
and gas resources beneath Federal
lands.

Terminated open access
requirements for new onshore LNG
terminals and authorized them to
charge marketbased rather than
cost-of-service rates.

Transfers jurisdiction over offshore
LNG faciitiesfrom FERC t the
Maritme Administation (MARAD)
and the CoastGuard, both under
the Department of Transportaton
(DOT), provides thes e facilities with
a new, streamlined applicaon
process, and relax es regulatory
requirements (ofshore LNG fadliies
are no longer required to operak as
common carriers or toprovide open
access as they did whie under
FERC jurisdiction).

Estimates of progcted new
capac ity, by ren ewable
technology and forecast year,
of future capacity resuling from
state RPS, mandates, and
goals are included fr those
states able to quantify
expectatbns. Most estimates
are limited to near-term years.

Where compliance plans have
been announced, they have
been incorporated. In total23
gigawatt of planned SO2
scrubbers, 41 gigawats of
planne d selec tive cata lytic
reducton (SCR) and 5
gigawatts of panned selective
non-cataltic reduction (SNCR)
are represented.

Incorporates royaty rates
based on waterdepth.

To date, the R ocky M ountain oil
and gas resource inventory has
been completed by the USG S.
The results of this inventory
have been incorporatedin the
technicaly recovemble oiland
gas resource volumes used or
the Rocky Mountin region.

This is refected in lower risk
premiums for new termnal
construcion.

This is refected in lower risk
premiums for new termnal
constructon.

States wth RPS or oher
mandates providing quartified
projections are Aizona,
California, Connecticut, lllinos,
Massachusetts, Minnesofa,
Nevada, New Jersey,
Pennsylvana, Texas, and
Wisconsin.

North Carolina’s Clean Smoke
Stacks Act, SessionLaw 2002-4,
Senate Bill 10 78, An Act to
improve Air Quality in the State
by Imposing Air Quaity in the
State by mposing Limis on the
Emission o f Certain Polluta nts
from Certain Facilities that Burn
Coal to Genente Electicity and
to Provide for Recowery by
Electiic Utlites of the Costs of
Achieving Compliance wih those
Limits.

43 U.S.C SS 1331-1356 (2002).

“Scientific Inventory of Onshore
Federal Lands’ Oil and Gas
Resources and Reserves and
the Extentand Nature of
Restrictions or Impedim ents to
their Development: The
Paradox/San Juan,
Uinta/Piceance, Greater Green
River,and Powder River Basins
and the Montana T hrust Belt,”
Prepared by he Department of
Interior, Agriculture and Energy,
January 2003.

Docket No.PL02-9, Naural Gas
Markets Confere nce (2002).

P.L. 107-295.
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation Brief Description AEO Handling Basis
E. Secton 29 Tax Credi for The Altemative FuelProduction The Se ction 29 Tax Credit Alternaive FuelProducton

Nonco nventio nal Fue Is Credit (Section 29of the RC) expired on December 31, 2002 Credit (Section 29 of the Internal
applies o qualifed nonconventional and is notconsideredin new Reven ue Cod e), initially
fuels from wellsdriled or faciites productio n decisionss. establis hed in th e Wind fall Profit
placed in service betw een January However, the effed of these Tax of 1980.
1, 1980, and Dece mber 31, 1992. credits is implicitly include d in
Gas productio n from q ualifying wells the parameters thatare derved
could receive a 3 dolars (1979 from hisbrical data reflecting
consta nt dollar s) per barrel of oil such credits.

equivalent credi on volumes
produced though December 31,
2002. The qu alified fuels are: oil
produced from shale and tarsands:
gas from geopressurizedbrine,
Devonian shak, coal seams, tight
formations, and biomass; Iquid,
gaseo us, or so lid synth etic fuels
produced from coal; fuel from
qualifed processed formatons or
biomass; and steam from
agricultural products.

Natural Gas Transmission and Distribution

A. Stat of Alaska, Rightof-Way Leasing Prohibits leasesacross Stte land Assumes the ppeline Senate Bil 164, 22" Legislaure -
Act Amendment of 2001 for a “notthern” or“over-te-top” gas  construcion cost estimate for 1% Session, Effectve on 5/1700,
pipeline route unning eastfrom the the “southern” Alaska pipeline http://ww w.legis. state.a k.us/ba sis
North Slope to C anada's MacK enzie route inprojecing when an Iget fulltext.
River Valey. Pmohibifon does not Alaska gas ppeline woud be Asp?session=22&bilESB164
apply to a“southern”pipelne route. profimble to buld.
B. Pipeine Safety ImprovementAct of Imposes a stictersafety regime on Costs ass ociated with P.L. 107355, 116 Stat. 2985.
2002 pipeline op erators de signed to implemen ting the new safety
prevent leaks and ruptures. featuresare asumed tobe a

small percentage oftotal
pipeline costs and are partially
offsetby benefis gained
through reducing ppeline
leakage. tis assumed that the
Act accelkrates the schedule of
repair wrk thatwould have
been done othewise.

C. FERC Order436 (Issuedin 1985) Order 436 changed gas Naturalgas is prced at the 50 F. R. 42408, FERC Stautes &
transmission fom a merchant wellhead at a compe titive rate Regulatons Paragraph 30,665
business, wherein he pipeline buys determined by the market. The ~ (1985)
the gas commodiy at the inletand flow of gas in he system is a
sold the gas commodity a the function of the relative co sts
delivety point,to being a and is set to baknce supply,
transpottation business wherein the demand, and prices in the
pipeline does not ke tite to the market. Transportation costs
gas. Order436 permited pipeines are base d on a reg ulated rate
to apply for “blanket transportaton calculaion.

certifcates,” in return for becoming
non-discriminabry, open-access
gas transporters. Order 436 also
allocated gas pipeine capacty on a
“firstcome, firstserve” basis,
allowed ppelines b discountbelow
the maximum rate, alowed locd gas
distributors to convert to
transportationonly contacts, and
created optonal expedited
certifcates for the constuction of
new facilifes.
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation

Brief Description

AEO Handling

Basis

D. FERC Order636 (Issuedin 1992)

Petroleum Refining

A. Ulra-Low Sufur Diesel (ULSD)
regulationsunder the Clean AirAct

B. Mobik Source Ar Toxics MSAT)

controls und er the Clean Air Act.

C. Low-sufur gasoine regulations under
the Clean AirAct

D. MTBE Bans i 17 States

E. Regiond clean fuel formuhtions under
the CleanAir ActAmendments 0f 1990

F. FederalMotor Fuel Excise Taxes

G. StateMotor Fuel Taxes

FERC Order 636 completed the
separation of pipeine merchant
servicesfrom pipeline ransportation
services, requiiing pipeines to ofer
separate tariffs for firm

transp ortation , interrup tible
transportation, and storage services.
Order 636 ako permited pipeines
to resel unused frm capacity as
interruptble transporiation, gave
shippers he “rightof first refusal” at
the expiration of their firm
transportation contract, adopted
Straight-Fixed-Variabk rate design
as the pre sumptive rate
methodology,and createda
mechanism forpipelines to recover
the costs incurred by p rior “take-or-
pay” con tracts.

80 percent of highway desel pod
must contain 15 ppm sulfur or less
startng in mod-2006. By mid-2011,
all highway dieselmist be 15 ppm or
less.

Establshes a list of 21 substances
emitted fom motor vehicles and
known to cause serious human
health efects, particularlybenzene,
formaldehyde, 1.3 butadiene,
acetaldehyde, dieselexhaust
organic gases, and diesel particu late
matter. Establshes antibackslding
and anti-dumping rules for gasoine.

Gasoline must contan an average
of 30 ppm sulfur or less by 2006.
Small refiners may be p ermitted to
delay compliance unti 2008.

Seventeen States ban the use of
MTBE in gasoine by 2004

States wth air quality problems can
specify dternatve gasoine or diesel
formulation s with EPA’s p ermission .
California ha's long had authority to
set its own fuelstandards.

Taxes are levied on each gallon of
transpottationfuels o fund
infrastructure and gen eral reven ue,
These taxes are set to expire at
various times in the future but are
expected © be renewed, as they
have been in the past.

Taxes are levied on each gallon of
transpottationfuels. The

assum ption that State taxes will
increase a the rae of inflation
supports animplied need for
additonal highway revenues as
driving increases.

A straight-fixed -variable rate
design is used to establish
regulated rates. To reflect
some of th e flexibility built into
the system, the actual tariffs
charged are allowe d to vary
from the regulated rates as a
function of the uilization ofthe
pipeline. End-use prices are
set separatly forfirm and
interuptible customers for the
industr ial and e lectric
generation sectors.

Reflected in diesel
specifcations

Modeled by updaing gasoline
specifcations © most current
EPA gaso line survey data
(2002) repres enting anti-
backsliding requrements.

Reflected in gasoine
specifcations

Ethanol assumed to be the
oxygenate ofchoice n RFG
where MTBE isbanned.

Reflected in PADD-Evel
gasolineand diesel
specificatons.

Gasoline, diesel,and ethanol
blend ta x rates are includ ed in
end-use prices and are
assumed to be extended
indefinitelyat current nominal
rates.

Gasoline and dies el rates are
includedin end-use prices and
are assumed o be extended
indefinitely in re al terms (to
keep pace with inflation).

57 F. R. 13267, FERC Stautes
and Regulatons Paragraph
30,939 (1992)

40 CFR Parts 69, 80, and 86

40 CFR Parts 60 and 86

40 CFR Parts &), 85 and 86

State laws in Californi,
Colorado, Connecticut, llinois,
Indiana, lowa, Kansas, Kentucky,
Michig an, Min nesota , Misso uri,
Nebraska, New York, Ohb,
South Dakota, Washingbn, and
Wisconsin.

State mplementaton Plans
required by the Clean Air Act
Amendments if1990, as
approved by EPA.

26 USC 4041

Determined by reviewof existing
State law s performed s emi-
annually by EIA’s Office of Oil
and Gas.
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Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Legislation Brief Description AEO Handling Basis
H. Ethan ol Tax C redit Gasoline blenders may choose a The value ofthe excise tax 26 USC 40, 4041
reduced Federa excisetax rate or reduction or income tax cred it
an income taxcreditfor blending per gallon of eth anol ble nded is
ethanol into gasoine. The excise assumed to be extended
tax red uction and inco me tax credit indefnitelyat a nominalrate of
have the same value, 52 certs per 51 cents pergallon ater 2006.

gallon ofethanol bended in gasoine
for 2004 and 51 cents pergallon for
2005 and 2006. The ethanol ax
credit is s et to expire in 200 7 but is
expected © be renewed, as it has
been in the past.

Source: Energy Information Administation, Office of Integrated Analsis and Forecasting.

152 Energy Information Administration/Assumptions to the Annual Energy Outlook 2004



Appendix A: Handling of Federal and Selected State Legislation and Regulation in the Annual Energy Outlook (Continued)

Abbreviations:
AEO: AnnualEnergy Outbok
AFUE: Average Fuel Use Eficiency
Btu: British Therm al Unit
CAFE: Corporate Average Fuel Economy
CBECS: Commercial Buiding Enemgy Consumption Survey
CFR: Code of Federal Reguations
DOE: Department of Enemgy
DOT: Deparment of Transportaion
DWRRA: Deep Water Royalty Reief Act
EER: Energy Efficient Ratio
EF: Energy Efficiency
EIA: Energy Information Administation
EPA: EnvironmentalProtection Agency
EPACT: Enemy Policy Act of 192
EWGs: Exempt Wholesale Gen erators
FERC: Federa Energy Regulatory Commission
HERS: Home Energy Efficiency Rating
HVAC: Heating, Venilaton, and AirConditioning
|IECC: internatonal Energy Conservaton Code
ITC: Inve stment Tax Cr edit
kWh: Kibwatthour
LBNL: Lawrence Berkeley National Lab oratory
LEVP: Low Emission Vehicle Program
LNG: Liqufied Nawral Gas
MARAD: Mariime Admiistraion
MEF: Modifed Energy Factor
MSAT: Mobile Source Ar Toxics
MTBE: MethytTertary-Butyl-Ether
OASIS: Open Access Same-Time Infomation Sysem
PADD: Petroleum Adm inistration for De fense Distric ts
P.L.:Public Law
PPM: Parts Per Milion
PTC: Pro duction Tax Credit
PUCHA: Pubic Utiity Holding Company Act of 1935
RECS: ResidentialEnergy Consumpton Survey
RPS: Renewable P ortfolio Standard
SCR: Sekctive Catlytic Reduction
SEER: Seasonal Energy Effidency Ratng
S02: Suffur Dioxide
SNCR: Sekctive Non-Catalytic Reducion
ULSD: Ulra-Low Sufur Dioxde
U.S.C. United States Code
USGS: Unted States Geological Survey
ZEV: Zero Emis sion Ve hicle
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