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CES Climate Change Policy 
Studies & Initiatives

• CES is current examining the implications of climate 
change regulations on Louisiana industry.

• This work is being sponsored by the Louisiana 
Department of Economic Development

• Tasks:
• Estimate Statewide GHG inventories.

• Assess potential implications of federal policies on 
Louisiana.

• Provide recommendations for strategically positioning 
Louisiana on any resulting opportunities. 

• Power generation is one important sector included in 
the study.
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Louisiana CO2 Emission Trends
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Louisiana CO2 Emissions per Sector
1980 - 2005

M
ill

io
n 

M
et

ric
 T

on
s 

of
 C

O
2

© LSU Center for Energy StudiesSource:  Energy Information Administration, U.S. Department of Energy

Louisiana carbon emissions have been driven primarily by moderate 
amounts of growth in transportation and electric power generation sectors.



Center for Energy Studies

5

Louisiana CO2 Emissions per Sector
2005
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Power generation comprises 
about 24 percent of overall 

state emissions.
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Louisiana Electric Power CO2 Emissions
and Fuel Mix
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Louisiana Electric
Power Emissions Louisiana Electric

Power Fuel Mix

While coal only represents 
17 percent of overall fuel 

mix, it accounts for 58 
percent of total power 

generation sector 
emissions.
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Louisiana CO2 Emissions 
by Generator Type
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The highest 
concentration of CO2 

emissions are with IPP 
coal plant. Has 

significant 
implications for rural 

cooperative 
customers.
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CO2 Emissions Rate by Fuel Type
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Coal plants have higher emissions rates than all types of gas plants.  
Cogeneration and newer gas plants have the lowest overall carbon 

emission rates.

Gas is 79 
percent 

more 
efficient on 
emissions 
basis than 

coal.

Cogen is 123 percent more 
efficient on emissions basis 

than coal.
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Top Five CO2 Emitters by Fuel Type
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Cap and Trade Mechanics

© LSU Center for Energy Studies



Center for Energy Studies

How Does Cap & Trade Work?

Generators with excess credits “trade” with those that are short on credits. 
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How Are Allowances Determined?

Allowances are offered to participants based upon two different methods:

Allocated Auction

Regulator makes an administrative 
determination of who gets 
allowances.

Market makes the decision about 
who gets the allowances.

Allocations made on a wide range of 
considerations and metrics including:

Metric (Heat Input, Output)
Baselines (Year, Updates)
Growth Pool
Set-Asides

Periodic auction (think “eBay”) for 
the credits.  Can be done in a variety 
of methods, but general approach is 
to allocate credits to those with the 
highest willingness to pay.

There is an important issue 
associated with what to do with 
“auction proceeds.” Who gets those?
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Generator A - BAU Emissions Profile

Allowance
“Allowances” are issued for the allowed level of 

emissions.

Auction Versus Allowance

Deficit
Remaining credits needed after allowances

At $15/ton,
allowances 
would cost 

about 
$430,000 in 

2020.

At $15/ton,
remaining 

credits would 
cost $140,000

Total cost of 
emissions:
$570,000

An auction system is more expensive because it 
requires a larger upfront purchase of credits.
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Louisiana Emissions and Rate Impacts

Business As Usual Case

Allowance Based Regulatory Structure
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Total CO2 Surplus/Deficit by Year and Utility
BAU Case
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Total CO2 Cost by Year and Utility
BAU Case
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Residential Annual Bill Impact
BAU Case
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Louisiana Emissions and Rate Impacts

Growth Case

Allowance Based Regulatory Structure
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Total CO2 Surplus/Deficit by Year and Utility
Growth Case

© LSU Center for Energy StudiesPreliminary and  Not for Citation



Center for Energy Studies

20

Total CO2 Cost by Year and Utility
Growth Case
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Residential Annual Bill Impact
Growth Case
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CO2 Allowances – Percent Change
in State Allowance Deficit
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The addition of newer gas-fired generation over time significantly 
reduces the annual change in the deficit over time. 
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Louisiana Emissions and Rate Impacts

Business as Usual Case

Auction Based Regulatory Structure
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Total CO2 Cost by Year and Utility
BAU Case
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Residential Annual Bill Impact
BAU Case
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Louisiana Emissions and Rate Impacts

Growth Case

Auction Based Regulatory Structure
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Total CO2 Cost by Year and Utility
Growth Case
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Residential Annual Bill Impact
Growth Case
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Conclusions
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Conclusions

• Under the BAU case, with allocated credits Louisiana ratepayers 
could see total carbon regulation costs from a credit of $11 in 2012 to 
$449 million in 2050.  

• Under the growth case, with allocated credits Louisiana ratepayers 
could see total carbon regulation costs from $65 in 2012 to $1.16 
billion in 2050.   

• Under the BAU case, with auctioned credits Louisiana ratepayers 
could see total carbon regulation costs from $820 in 2012 to $1.7 
billion in 2050.   

• Under the growth case, with auctioned credits Louisiana ratepayers 
could see total carbon regulation costs from $900 in 2012 to $2.9 
billion in 2050.

© LSU Center for Energy Studies
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Questions, Comments, & Discussion

dismukes@lsu.edu

www.enrg.lsu.edu

mailto:dismukes@lsu.edu
http://www.enrg.lsu.edu/
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