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Waxman-Markey
Passed the House, June 2009

Kerry-Boxer
Passed by EPW Committee, Oct. 2010
No further action

Kerry-Lieberman
'Discussion Draft' released, May 2010
Potential movement in June/July?

Major Climate Bills in 111th Congress



K-L:  A Climate and Energy Bill

Key elements of the draft bill include:
Expanded nuclear power 
Expanded offshore oil drilling
Carbon capture and sequestration
Cap-and-trade program
Incentives/support for R&D 
Incentives/support for manufacturing & deployment
Stricter energy efficiency and emissions standards
Adaptation funding



Kerry-Lieberman Bill 
("American Power Act")

TITLE I
Domestic 

Clean Energy 
Development

TITLE VI
Protection 

from Impacts 
of Climate 

Change

TITLE II
GHG Pollution 

Reduction

TITLE III
Consumer 
Protection

TITLE IV
Job Protection 

& Growth

TITLE V
International 

Activities

Incentives and 
support for 
increase in: 
• Nuclear 
• Offshore oil 
and gas
• CCS for coal

Also includes:
• program
• Transportation 
planning
• HTF funding 
Clean vehicle

Creates cap-
and-trade 
program

• Overall cap
• Allocation of 
allowances
• Regulation of 
allowance 
trading
• Ability to use 
'offsets' in lieu 
of allowances

Provides funds 
to offset price 
impacts on 
consumers of:
• Electricity
• Natural gas
• Heating oil
• Propane

Includes 
measures to:
• Protect U.S. 
industries
• Promote clean 
energy jobs
• Promote 
advanced 
vehicles
• Promote CNG 
as vehicle fuel
• Require GHG 
standards for 
vehicles

Policies on U.S. 
efforts to 
support:

• Reducing 
GHG emissions 
in developing 
countries
• Reducing 
deforestation

Requires 
planning for 
adaptation to 
effects of 
climate 
change



Key Transportation Issues

Effect on Gas Prices
Funding for Transportation Plans/Projects
New Planning Requirements
Support for Cleaner Vehicles and Fuels



K-L:  
How Would it Affect 

Transportation Fuel Prices?



Cap-and-Trade - Basics

“Cap”
Cap = number of ‘allowances’ to emit GHGs
The bill lists the exact number of allowances 
that can be sold each year from 2013-2050.

“Trade”
Allowances can be bought and sold

There will be a ‘market price’ for allowances
K-L sets a floor and ceiling on allowance prices

Initially $12 floor and $25 ceiling; rise over time



“The Cap”



Carbon Price – Floor and Ceiling

$12
$25



Effect on Fuel Prices

Rule of thumb: 
$ 10/ton = 10 cents/gallon – e.g, if allowance 
price is $30, price of fuel increases by 30 cents

By this gauge, price impact would be:
At least 12 cents per gallon
Potentially several dollars per gallon
Potential for volatility in price levels



K-L:  
How Much Funding Would It 

Provide for Transportation 
Planning and Projects?



Funding Allocations

K-L allocates “percentages of allowances,”
not dollars
Allowances are a liquid asset – they can be 
sold, and thus converted into dollars.
Value of allowances is uncertain, because 
we don’t know the future allowance price.

But we can estimate the value based on 
assumptions about the future allowance price.



Estimated Total Value of Allowances
(floor price with 2% inflation x number of allocated allowances)



How Much for Transportation?

Percentage 
allocation:

12% initially
Declines gradually
Phased out in 2034



Rough Estimate

What is the percentage allocation worth?
Would likely equal $5 to 7 billion annually if 
allowance prices remain close to the ‘floor’
If allowance prices approach the ceiling, the 
value of the percentage allocation could be 
much higher.

But … funding is capped at $6.2 billion
No 'upside' if allowance prices rise.



Effect of $6.2 Billion Limit

$6.2 billion



Use of Transportation Funds

K-L divides the $6.2 billion as follows:
$1.875 billion for new Transportation Grants

Up to 10% to MPOs for planning, based on population
The other 90% is distributed on a competitive basis to State 
DOTs and MPOs for projects that reduce GHG emissions

$1.875 billion for additional TIGER grants
$2.5 billion to Highway Trust Fund

For projects that are consistent with ‘transportation 
efficiency planning’ – i.e., new requirements 
regarding planning for reduction in GHG emissions



Funding vs. Contribution

Funding for transportation (at maximum 
level of $6.2b) is just a fraction of the total 
revenue raised from transportation fuels.
Where does the rest of the money go?

Spread among other sectors and programs, 
e.g., relief for electricity consumers from 
higher electricity rates.
Tapping the transportation revenue stream is 
‘hard-wired’ into the current K-L bill.



K-L:  
How Would it Change the 

Transportation Planning Process?



Major Changes to Planning Process

K-L includes extensive changes to the 
statewide and metro planning to include 
plans for reducing GHG emissions
Key changes include:

Targets
Strategies to achieve targets
Increased USDOT and EPA role



“Targets” and “Strategies”

Sec. 1711 would amend 23 USC 134-135 to 
require States and MPOs to:

Set targets for GHG emission reductions
Adopt strategies for achieving those targets as part 
of their long range plans
Submit their long-range plans (including GHG 
reduction strategies) to USDOT and EPA for review
Obtain a finding by USDOT that the strategies are 
"likely to achieve" the GHG reduction targets



“Models and Methods”

K-L would require EPA to issue regulations 
defining ‘models and methods’ for setting 
GHG reduction target and strategies.  
K-L also requires a rulemaking by USDOT, 
which overlaps with EPA’s rulemaking on 
models and methods.  



Connection to Grant Programs

States and MPOs can only compete for 
funding under the new Transportation 
Grant program if they have an approved 
plan for reducing GHG emissions.  
States whose plans have not been 
approved cannot compete for these 
grants.



Conformity

K-L precludes EPA from establishing a 
NAAQS for GHG emissions.
Result is that EPA cannot designate 
‘nonattainment’ areas for GHGs, and thus 
conformity requirements do not apply.

But … the practical effect of “targets and 
strategies” could be similar to a conformity 
requirement.



K-L:  
How Would it Promote Cleaner 

Vehicles and Fuels?



Vehicles and Fuels

K-L includes multiple programs to 
incentivize cleaner vehicles and fuels. 
Programs include: 

Vehicle electrification infrastructure
Consumer incentives for EV and CNG vehicles
Funding for R&D
Funding to reequip manufacturing plants to 
build advanced technology vehicles



What’s next?

In June:
EPA release of economic analysis of the bill 
(could address effect on gas prices)
Vote in Senate on Murkowski resolution 
(limiting EPA regulation of GHGs)
Senate leadership decision on when/how to 
proceed with energy and/or climate bill
Potential impact of oil spill on legislation?



Presidential Support?

“The votes may not be there right 
now, but I intend to find them in 
the coming months. … I will work 
with anyone to get this done. And 
we will get it done.”

President Obama, June 2, 2010
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