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BRLEZE Q&A

1. Could an update to the social cost of carbon calculations on federal procurement mean

a shadow price for federal contracts?

e Thisis a good idea. It is not clear whether the Biden administration intends to do
this.

e Basically, the social cost of carbon will be used to support the cost-benefit
analysis and scientific basis for climate related regulations by departments and
agencies. Raising the social cost of carbon will increase the benefits of climate

related regulations. This will help new regulations to survive court challenges.

2. To achieve the 2035 clean energy goal, what specific measures either through
budgetary/regulatory means is the administration likely to pursue?
e From the infrastructure plan:
o Investment in upgrading the electric grid (from the infrastructure plan)
o Establish a Grid Deployment Authority (DOE)
o 10-year extension of clean energy tax credits
o Eliminating tax incentives for fossil fuels
o Government procurement of clean energy (for government use)
o Establish an Energy Efficiency and Clean Electricity Standard
o Support carbon capture and storage
e Replacement regulation for President Obama'’s Clean Power Plan (EPA)
e Additional regulatory measures by the FERC are likely

¢ Government procurement of clean energy through the regular budget



Biden says he will only serve one term. How do you see the consistency of his ambitious

climate policy in next administration, especially if the next administration was Republicans

e | don't think he said that he will serve only one term. Nevertheless, it is important
to consider what would happen if the policy changed in the next administration.
e Tamura-san asked this question at the end of my presentation, and | answered it

at that point.
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Thank you very much for your excellent presentation. How do you expect the domestic
legislation and/or actions in the coming 3 months After President Biden summit on 22-
23 April?

e Regarding legislation, most of the time will be used discussing the infrastructure
bill. They will also start discussing the regular budget.

e Regarding executive actions, certainly they will work hard on developing various
new regulations.

e The US NDC for the Paris Agreement may have a more detailed explanation of
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the Biden administration’s policy agenda, but it hasn't been announced yet.

KETOREEZHBRIEIEABEKREAY ) TSN THEATIKIEEZZAT, FYMEOAND

BTICHzoTE, KEBHERE VAT LADN VAT —+*—2 30 (KE#) MR ELRY,

ZCDEEEFBENEEESTHILIZRDIIEND, CNEEBLRO7 TO—FLEEZDL

NBD, REZOLSBEZERDBARTIIAESBODIEARAEDN ? =, KEELBARDZN

FRIZHENT, 32 EESTIEZEL. TNLDONEFTO Just Transition I T 5728

(2. BFEEEDREE., SHIETRPLFHEHEDVEYVDEYDBESZITNIEESENT I3

VIEfATA?

o HAEFTHRIUEZELZNFTIDOENGBYRETLI, HRBLBERVRE. BITEE
(transition management) ¥\ IE7#47 (just transition) D7 FO—F & #HEL TEELTZ,
BEBANIOFEEFELEODOL, FAZIEIOMYER A, i, 7A)ALEERLD
D7 TO—FEFAL TR I EIZEENTOET, (2016 FEDXRBEERZEIZHINT)
ES)— D) NEZOT TO—FEZFHLTOWELED, HFEVSIFURZALNEN>=L5T
9, EU DIRRMNT ) =T a—IL 1L, SDECAREFTEINTWNESY) =2 Za—FT(—
LOT7TO—F T, RELEELZON—U3VEFFALTOETD,

What about distributed energy systems - like rooftop solar and batteries? Also, what is

the status of the proposed offshore wind energy development?

e Of course, distributed renewable energy systems are rapidly spreading in the US.
However, the recent very large increase in renewable energy use in the US has been
due to the large-scale introduction of solar and wind generation by the electric power
companies (utility scale), because they are now the most cost effective energy sources.
Coal-fired power plants are being rapidly retired.

e  Offshore wind in the US has been delayed by the Trump administration through
regulatory measures such as environmental impact assessments. The Biden
administration will reverse these measures. Several large-scale offshore wind power
projects along the US North Atlantic coast are at a very advanced stage, and are likely

to be approved soon.

On oil industry support for a carbon tax, | understand this would be a quid-pro-quo

situation for limited regulation on the sector? Would this be the reason for it contributing

to continued production?

e Yes, | think the oil industry intends to bargain its support for a carbon tax to try to
weaken proposed regulations. But | don't think their strategy will work. The Biden

administration does not need Congressional approval for new regulations, which will



be based on existing laws.
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10. It seems a good prospect of getting the approval of this budget. Which part of the budget

would be the most controversial between Democrats and Republicans? Corporate tax

measures?

Yes, corporate tax measures would be the most controversial. Also, Republicans
object to the overall size, as well as climate-related parts which they say are not part
of the traditional definition of infrastructure such as support for elderly and child care.
They probably consider climate research and support for EVs as not infrastructure.
However, | think buildings should be considered infrastructure, so it might be difficult
for them to explain why they oppose energy efficiency for buildings. Also,
Republicans usually do not support trains, especially public transportation, even

though this should also be considered as infrastructure.

11. On the expected 50% reduction target - what is your view on how this will impact current

policies?

| think this question refers to the possible NDC target recently reported in the news
media. To develop the NDC, first, they will list all of the politically feasible policies
they can think of, as well as likely voluntary actions by businesses, local governments,
etc., and then calculate the likely GHG reductions based on these policies. If this
calculation falls short of the desired target, then they will add additional policies

which may be more challenging to implement, or increase their estimates of the GHG
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reductions from the politically feasible policies or actions of other actors.

In EU, there is strong focus on digital technology as a means for climate

mitigations/adaptations (Green X Digital). Do you see the similar trend in USA?

e The research community in the US certainly recognizes this.

e However, this idea is not part of Biden's infrastructure plan. The focus of “broadband”
in the infrastructure plan is to expand access to high speed internet in rural areas and
for people with low incomes. It will help climate indirectly, as you said, but climate is

not the focus of broadband in the infrastructure plan.
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Why do you think there won't be a progress in Carbon Pricing (including emission

trading)?

e Emissions trading would require a new law, so it would need at least 10 Republican
votes in the Senate. This is very unlikely.

e A carbon tax might be possible to enact through budget reconciliation. However, it

seems that Biden is unlikely to propose it.
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20. How does the government plan to work with major U.S. corporations or local cities in this
transition? (E.g. to promote electric car production and transition, and research and
development with major energy companies?)

e The policies will work with businesses in a wide variety of ways, including tax policy,
government loans, government procurement, and regulations.

e | think they also intend to work with cities, although the information on this is not
very specific yet. Public transportation is usually implemented by cities. Building
renovations may also be linked to cities. The Biden administration is also proposing

zoning changes, which are determined by cities.
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22. What is your reaction to Bloomberg information that US new NDC will be 50% reduction
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by 2030 compared to 2005 level? Do you think this is feasible?
e This target level is being recommended by various climate related institutes as
ambitious but feasible. It is not clear yet what policies the administration
assuming. They may be planning quite strong and ambitious regulations. But we

have to wait until the details of the NDC are announced.

Thank you very much for this very interesting presentation. May | ask two questions: (1)
Such huge infrastructure investment often leads to debts. How do Biden Administration
plan to deal with this issue? and (2) How do you think these new policies will affect Japan?
Thank you.

e Biden is proposing to fund the infrastructure bill mainly through increases in
corporate taxes as well as much stronger tax enforcement. Tax preferences for
fossil fuels will be cut.

e If Congress reduces the tax increases, then some borrowing will be necessary.

e The total amount of spending over 8 years sounds very big, but it is only about
1% of GDP annually. US GDP is about $20 trillion per year. So $2.5 trillion is not

as large now as in the past.
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Any possibility of successor to UNFCCC CDM and price of carbon offset will happen?
e Article 6.4 will succeed the CDM. COP26 will discuss the rule, modalities and
procedures. After the rule, modalities and procedures of Article 6 are decided, price

may be determined.
If so what will be the appropriate price for carbon offset? US$?/ton?
e At the moment, we're not able to forecast the price with prejudging the result of

COP26.

Will US government set duty to businesses in US to achieve its NDC?



e Not directly. However, businesses will have to follow various regulations. There will
also be incentives such as tax measures, government lending, government

procurement, etc.
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29. | would like to ask you to explain a little bit more on its electric grid written both in the
budget allocation and its regulation parts of the American Jobs Plan. What kind of image
of its electricity system is America aiming at, combination of existing gas based power
generation plants and some renewables or mainly renewables with digital grid, for
example?

e The target aims at a carbon pollution free grid. Therefore, it would not include gas
power generation unless it is with carbon capture. Otherwise, it means all renewable

power generation. Grid upgrading is also needed.
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32. COP26 will be held this year and rules of the Article 6 of the Paris Agreement will be
discussed again, and may be concluded this time. What will be US's position for
internationally trading carbon credits? Will US participate in the Article 6 activities?

e According to US's NDC, the US does not intend to use voluntary cooperation of

cooperative approaches referred to in Article 6.2 or the mechanism referred to in
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Article 6.4 in order to achieve its 2030 target.
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If the U.S. is planning on reducing funding of international fossil fuel procurement, how

will it keep strong relations with countries in the Middle East? (Of which many countries

rely on fossil fuel export revenue).

e The Middle Eastern countries have significant potential for renewable energy based
power generation, so they may export renewable electricity instead of oil (for example,

to Europe).
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