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In November 2007, the Midwestern Governors Association developed a series of
energy-related initiatives, including task forces on biofuels, green jobs, carbon
sequestration, energy efficiency and the Midwestern Greenhouse Gas Reduction
Accord (“the Accord”). The Accord was signed by six states and one Canadian
province – Illinois, Iowa, Wisconsin, Michigan, Minnesota, Kansas, and Manitoba – who
pledged to develop a regional cap-and-trade program, as has been done in the
northeastern states (the ten-state Regional Greenhouse Gas Initiative; RGGI) and in the
west (the seven-state Western Climate Initiative; WCI).
Illinois has been a full and active participant in the Accord process since signing on in
2007. The signatory Governors and Premier appointed representatives from all related
sectors – business, labor, agriculture, energy, environmental advocacy groups, and
academia – to serve on the stakeholder Advisory Group that was tasked with
developing cap-and-trade program design recommendations and a model rule for
program adoption.
Over the course of meetings every couple months, the Advisory Group negotiated a set
of design recommendations to inform the development of a cap-and-trade program in
the Midwest. The Advisory Group reached consensus on the recommendations in May
2009, commissioned modeling of the economic impacts of the design recommendations
during the fall of 2009, and, based on the modeling results, agreed to minor revisions to
the recommendations in March 2010.
A subgroup of the Advisory Group applied the design recommendations to the
development of a model rule, putting the detailed requirements for implementing a
Midwest cap-and-trade policy into a single concise document. As of May 2010, the
Model Rule Subgroup is nearing completion of the model rule document, including
incorporation of revisions based on to the economic modeling results. Individual
signatory jurisdictions (the states and province), their Governors and Legislatures, will
then consider the Model Rule for adoption, whether through statute or rules.
The key components of the proposed Midwest cap-and-trade program, as expressed in
both the design recommendations and model rule, include:
• An emissions reduction target of 20 percent below 2005 levels by 2020, and 80
percent below 2005 levels by 2050
• A program scope encompassing electricity generation and imports, industrial
combustion, other industrial processes where emissions measurement is
feasible, transportation fuels, and fuels serving buildings.
• Allowance distribution harmonized across participating jurisdictions, where
feasible; otherwise, left to each jurisdiction’s discretion. Recommended

•

allowance distribution mechanisms include allocation, fees, or auction,
depending on the sector.
Offsets limited to 20% of a covered entity’s required allowances for compliance.

For reference, note that the RGGI scope covers the power-sector only, and has already
held five auctions for carbon allowances. WCI (like the Accord) regulates carbon from
many more sources, and is at roughly the same place in the development process as
the Accord, although California is moving forward on their own, as they are statutorily
mandated to do so.
In addition to developing design recommendations and a model rule, the Accord
participants sought to highlight Midwestern interests – for example, the interests of our
strong agricultural and industrial sectors – to inform Congress in its debates over federal
climate legislation. Accord participants also looked for ways to leverage the Midwest’s
competitive advantages in the design of a program that would be complementary to the
other regional programs, as well as a potential federal program.
Illinois, in particular, is a leader among Midwestern states in ongoing discussions
regarding the potential to link the three regional cap-and-trade programs: the Accord,
RGGI and WCI. This discussion is especially important in the event that there is no
federal cap-and-trade program. The three regions are also talking to USEPA about how
these regional programs will fit into cap-and-trade policy structures being discussed at
the federal level.

