
WASHINGTON-The Environmental Protection Agency on Monday released a
draft rule to regulate carbon emissions from hundreds of fossil-fired power
plants across the U.S., the cornerstone of President Barack Obama's climate-
change agenda. The proposed rule mandates that power plants cut U.S. carbon-
dioxide emissions 30% by 2030 from levels seen in 2005, an aggressive target
that marks the first attempt at limiting such pollution.

"That's like canceling out annual carbon pollution from two thirds of all cars and
trucks in America," EPA Administrator Gina McCarthy said in speech at agency
headquarters Monday announcing the rule. "And if you add up what we'll avoid
between now and 2030—it's more than double the carbon pollution from every
power plant in America in 2012."

The carbon framework seeks to strike a balance between what
environmentalists want—an ambitious overall target—with what the utility
industry wants: flexibility, along with a long compliance timeline and an earlier
base-year calculation from which to meet the goal. Carbon emissions have
dropped since 2005, making the overall reduction smaller than it would have
been if the EPA had used a more-recent year for a baseline. Burning coal
produces more carbon dioxide than oil and natural gas, but it is also the cheapest
and most plentiful source for power, providing 40% of the nation's electricity.
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The utility sector accounts for about
one-third of U.S. total carbon
emissions, according to EPA.

On a conference call Monday with the
American Lung Association, Mr.
Obama touted the rule's estimated
public health benefits and pushed
back against critics' claim it would
hurt the economy. He added it would

actually help electricity users.

"It provides a huge incentive for states and consumers to become more energy
efficient," Mr. Obama said the call. "As a result, your electricity bills will shrink
as these standards will spur investment in energy efficiency and cutting waste."

Mr. Obama, who spoke for about 10 minutes and didn't take questions, noted
that carbon emissions have dropped in recent years, but said more needs to be
done.

"It's just not good enough when you look at the projections of where we're
going," Mr. Obama said. "For the sake of our children, we're going to have to do
more."

The Obama administration is releasing the rule just months before the midterm
elections, where several red-state Democrats are already facing pressure from
their Republican challengers over this climate initiative. Mr. Obama, who hopes
to make climate change a legacy of his time in the White House, directed the EPA
to write this rule after Congress defeated a climate bill in 2010.

Rep. Nick Rahall (D., W.Va.), whose
state is the second-largest coal
producer after Wyoming, vowed

Monday to push bipartisan legislation that would stop the rule.

"There is a right way and a wrong way of doing things, and the Obama
administration has got it wrong once again," said Mr. Rahall, who is a top GOP
target this election cycle. "This new regulation threatens our economy and does
so with an apparent disregard for the livelihoods of our coal miners and
thousands of families throughout West Virginia."

Despite outcries from Mr. Rahall and other lawmakers, Congress is unlikely to
stop Mr. Obama's climate-change agenda any time soon. Even if Republicans
take control of the Senate this November and the House remains in Republicans'
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hands, Mr. Obama would likely veto any such effort, and a two-thirds vote in
each chamber is required to override a presidential veto. Historically, Congress
has overridden less than 10% of all presidential vetoes, according to U.S. Senate
data.

The plan seeks to reduce 2005 emissions nationwide by an average of 25% by
2020 and 30% by 2030. However, the EPA is giving each state a goal based on the
agency believes is achievable for that state, which takes into account progress
individual states have made since 2005.

For example, West Virginia must
reduce its carbon by 19.7%-- based on
pounds of carbon dioxide emitted per
megawatthour of electricity
produced--over the next 15 years.
That's a relatively low percentage cut
compared with other states that have

fossil-fuel intense economies, such as Colorado, which must cut its emissions by
35.3% by 2030, and Louisiana, which must cut its carbon emissions by 39.7% over
the next 15 years.

Sen. Mary Landrieu (D., La.), chairman of the Senate Energy and Natural
Resources Committee, issued a more cautious statement than Mr. Rahall, but
she still opposed the overall effort.

"While it is important to reduce carbon in the atmosphere, this should not be
achieved by EPA regulations," said Ms. Landrieu, who is in a tight re-election
race against Rep. Bill Cassidy (R., La.). "Congress should set the terms, goals and
timeframe....I will work with leaders of both parties to build on the progress we
have already made."

EPA is also taking comment on at least one other, less stringent option. Under
that plan, the national average reduction in carbon emissions would be up to
24% in 2025, based on the same base year of 2005. Between now and June of next
year, EPA will take comment on what plan it should finalize, including
potentially other more ambitious proposals not included in this draft.

"The benefit of flexibility is always to couple it with strong ambitious targets,
and that's what we'll spend a lot of time digging into," said Fred Krupp, president
of the Environmental Defense Fund, a New York-based environmental
organization that often pairs with industry to cut pollution, in a phone interview
after the rule was announced on Monday. "That will be our big concern between
now and when the rule goes final—making sure it is strong enough."

WSJ Radio
Amy Harder discusses the EPA's proposed
rules with WSJ This Morning’s Gordon Deal.
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Once the rule is in place, the agency is asking states to submit implementation
plans by June 2016, but the EPA is also giving states the option to extend that by
one or two years.

The rule, scheduled to be completed a year from now, will give much flexibility
to the states. States can decide how to meet the reductions, including expanding
renewable-energy generation, working with other states to create regional plans
and investing in or creating new energy-efficiency programs, according to EPA
documents. The agency doesn't explicitly say that states could join or create new
cap-and-trade programs—which allow companies to trade allowances or credits
for emissions—but people close to the rule-making say that will be one of the
options. Many utilities likely will opt to use cap and trade given that it is a
more-flexible option than stricter compliance. However, congressional
Republicans and some conservative interest groups have criticized this as a
cap-and-tax, saying that if companies have to pay for emissions allowances, it
amounts to a hidden tax on them, which could be passed to customers.

EPA officials wouldn't comment on specifically what kind of measures may be
used, including a carbon tax or a cap-and-trade.

"There are a number of measures that states can use and EPA isn't really putting
limitations on the measures states can choose to use as they end up helping
them meet that ultimate carbon rate," said a senior EPA official on a conference
call with reporters Monday.

Under the EPA's preferred plan, the agency estimates that utilities would spend
as much as $8.8 billion a year to comply with the rule. The economic benefits to
public health and climate would dwarf that, the agency says, ranging between
$55 billion and $93 billion in 2030. In addition, 2,700 to 6,600 premature deaths

EPA Administrator Gina McCarthy signs new regulations that will force existing fossil-fuel-fired power plants to
reduce carbon emissions 30% from 2005 levels by 2030. GETTY IMAGES
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and 140,000 to 15,000 asthma attacks in children would also be avoided in 2030,
according to the EPA.

Business groups, including the U.S. Chamber of Commerce, are already
criticizing the agency for the rule's cost. The business group released a report
last week saying the rule would cost the economy $50 billion a year.

"Today's regulations issued by EPA add immense cost and regulatory burdens on
America's job creators," Chamber of Commerce President and CEO Thomas
Donohue said in a statement after the rule was announced. "They will have a
profound effect on the economy, on businesses, and on families. The Chamber
will be actively participating in EPA's input process on these regulations, and
will be educating our members and affiliates about their impacts."

Write to Amy Harder at amy.harder@wsj.com
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