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General Information

ETS Description

Virginia has been working on establishing an ETS since 2017. This is based on Executive Directive (ED) 11, which was issued by then-
Governor McAuliffe. ED 11 directed the Department of Environmental Quality (DEQ) and the Secretary of Natural Resources to develop a
proposed regulation for the State Air Pollution Control Board’s consideration to control CO2 from electric power facilities that (a)
includes provisions to ensure that Virginia’s regulation is “trading-ready” to allow for the use of market-based mechanisms and the
trading of CO2 allowances through a multi-state trading program; and (b) establishes abatement mechanisms providing for a
corresponding level of stringency to limits on CO2 emissions imposed in other states with such limits. As a result, the DEQ proposed and
the board approved a proposed ‘CO2 Budget Trading Program’ regulation for public comment that would be in line with many of RGGI’s
major design features, with the aim to link with RGGI by 2020.

In September 2018, the DEQ released a revised proposed regulation taking into account comments from the general public as well as
from the RGGI states concerning the consistency of its proposed regulation with the RGGI states’ ‘2017 Model Rule.” The updated
proposal sets a cap of 28 million short tons CO2e (25.4 MtCO2e) in 2020, which would decline 3% per year to 19.6 million short tons CO2e
(17.6 MtCO2e) in 2030. CO2 offset allowances generated by other RGGI states will be recognized by Virginia. This revised proposal, which

is consistent with the 2017 RGGI Model Rule,” was approved by the board to be released for additional public comments.

Following the second public comment period, on 19 April 2019, the board approved the final regulation for the ETS. The regulation is
based on the September 2018 revised proposed regulation from the DEQ and in addition includes a minimum reserve price, a cost
containment reserve (CCR) and an emissions containment reserve (ECR). In contrast to RGGlI, Virginia intends to distribute its allowances
through consignment auctions.

On 26 June 2019, Virginia’s ‘ETS Regulation’ became effective. However, on 2 May 2019, Virginia’s Democratic Governor Northam
approved a ‘2019 Budget Act’ adopted by the Republican legislative majority, which contained provisions that would prevent Virginia's
ETS from joining RGGI in 2020. Nonetheless, Democrats won a majority in the state’s House of Representatives and Senate during the

November 2019 general election.

As a consequence, on 11 December 2019, Northam announced that the ETS-preventing budget provisions will be removed from the
upcoming budget bill, and additional cap-and-trade legislation will be introduced in 2020.

Hence, in February 2020, the Virginia legislature adopted two bills paving the way for a power sector ETS and participation in RGGI by
2021. The Virginia Clean Economy Act implements a cap-and-trade program that largely aligns with the 2019 regulation but differs from
itin that it distributes all allowances through RGGI auctions, instead of using consignment allowances. The Clean Energy and Community
Flood Preparedness Act determines how revenue from ETS will be used. The different Virginia House and Senate versions of both bills

now have to be reconciled before they go for a final vote and can be signed by Northam.
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Jurisdictions
Virginia
Year in Review

In early 2020, the Virginia legislature passed the Virginia Clean Economy Act and the Clean Energy and Community Flood Preparedness
Act to operationalize its ETS. Because the House and Senate passed slightly different versions of the bills, they were combined into a
single draft in March 2020. The CO2 regulation was finalized in July 2020 and the Regional Greenhouse Gas Initiative (RGGI) formally
welcomed Virginia as the newest participating state in the mandatory cap-and-trade program. On 1 January 2021, Virginia will become a

full participant in RGGlI, covering emissions from fossil fuel plants.

Emissions & Targets

GHG reduction targets

BY 2025: 23.80% reduction below BAU projection of GHG emissions

Flexibility & Linking

Links with other Systems

Virginia is planning to join the RGGI cap-and-trade program (see above).

Other Information

Institutions involved
Virginia Department of Environmental Quality (DEQ)
Regulatory Framework

Regulation for Emissions Trading Programs
Virginia Clean Economy Act

Clean Energy and Community Flood Preparedness Act

Disclaimer

Copyright © 2022 by International Carbon Action Partnership (ICAP). All rights reserved. The content provided by the ICAP ETS map is
protected by copyright. You are authorized to view, download, print and distribute the copyrighted content from this website subject to
the following condition: Any reproduction, in full or in part, must credit the International Carbon Action Partnership (ICAP) must include a

copyright notice. If you have any questions please contact infoicapcarbonaction [dot] com (info[at]icapcarbonaction[dot]Jcom).

In line with ICAP’s mandate, the ICAP ETS map exclusively covers cap-and-trade systems for greenhouse gas emissions. Information
displayed on the map is regularly updated by ICAP Secretariat staff based on official and public information as far as possible and subject
to annual peer review by government representatives from the covered systems. Although the information contained in the map is
assembled with utmost care, ICAP cannot be held liable for the timeliness, correctness and completeness of the information provided.
Please refer to the imprint on the website of the International Carbon Action Partnership regarding links to external websites, liability
and privacy policy.
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