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Part XX:  Global Cooling.  The cap-and-trade bill, a/k/a the landmark American Clean Energy and Security Act, passed in the House of Representatives on June 26, 2009, is another one of those pieces of legislation that is receiving lots of coverage on some of the provisions it contains, but not so much on really significant details, some being totally ignored by the coverage.

An analysis by Jim Johnston, an economic advisor to the Heartland Institute, disclosed these provisions.  As you read, remember the U. S. Constitution’s Fifth Amendment, the pertinent part of it that says, “No person shall be . . . deprived of life, liberty or property without due process of law; nor shall property be taken for public use without just compensation.”  That question this writer is so fond of arises again:  “Can you trust your government?”

· Section 721 of both the House and Senate versions of the bill “denies property rights status to tradable allowances and offset credits the Federal Energy Regulatory Commission (FERC) already has the authority to deny just and reasonable status of the prices of allowances and offset credits.  The bill does not alter that authority.  (Prices of allowances and offset credits are property rights that can be sold or traded.)  
· By not altering the FERC’s authority, the government can “change or eliminate the trading system without compensating the emission sources for losses.”  

· The authority was invoked in California during the 2000-2001 energy crises.  Emission sources over-reduced their nitrogen oxide releases believing they could earn extra credits to sell.  Those emission sources suffered huge losses when the nitrogen oxide trading system under the Regional Clean Air Incentives Market (RECLAIM) was suspended.  

· To add insult to injury, the just and reasonable status of the spot market electricity prices were retracted by the FERC, resulting in an order for refund to California electric utilities – more huge losses.  

· Both governmental actions amounted to taking of property without just compensation to the emission sources, allowing electric utilities to escape contractual obligations.  Electric utilities are accorded special status and are not required to buy allowance endowments at auction.  Analysts at the Heartland point out this preference “will most likely exist under the federal cap-and-trade system for carbon dioxide.”  

· Emission sources are taking note of the actions by the FERC, and rather than risk huge losses should the FERC not keep its word, adopt a policy of reducing emissions and not participate in trading.

· Johnston emphasized, “A more attractive hedge will be natural gas contracts, which are property rights and therefore protected against government takings by the Constitution’s Fifth Amendment.”  If emission sources go the natural gas contracts route, Johnston said “there will be very little savings, if any, from the cap-and-trade scheme.”  

· “Offsets are an important source of tradable allowances,” but as with allowances discussed earlier, “offsets are denied property rights status.”  Offsets involve forestry options, domestically and internationally, while other agricultural sources do not.  Allowances can be earned by avoiding deforestation, in other words, by doing nothing.  Offset can also be earned through reforestation, with emphasis placed on replanting native species both domestically and in developing countries.  Offset cannot be earned through food and fiber projects.  

· While both the House and Senate bills allow for sequestration and carbon capture, they are only allowable under detailed regulation and supervision of the government.

Those who have seen/read Al Gore’s “An Inconvenient Truth” may recall the now infamous graph dubbed the “hockey stick,” appearing in the elevator scene.  Dr. Michael Mann published a paper in 1998 showing the Earth’s climate was the hottest in the last 1,000 years, purportedly based on tree-ring information.  Mann’s graph became the “hockey stick” graph because of its resemblance to a hockey stick.  The giant upsweep at the right of the graph purported to show the “hottest period in 1,000 years.”  


A Canadian mathematician and climate realist, Steve McIntyre, doubted the Mann data, but was thwarted in his efforts to gain access to it until Mann published a second paper, this time in the Philosophical Transactions of the Royal Society.  The Society’s policy on data archiving finally gave McIntyre the access to the data sought after for years.  


Replication of the hockey stick graph by McIntyre revealed the tree ring data was obviously “picked to get the desired result,” – the “hottest period in 1,000 years.”  McIntyre’s replication showed that not only did the hockey stick graph disappear, but actually went negative, therefore debunking “the hottest period in 1,000 years” theory, and leading to this writer’s suggestion, it’s not a good idea to stop before you’re finished, but also for Mr. Gore and company to “trust but verify.”


A release by the U. S. House of Representatives, Committee On Energy And Commerce, contains this point about the bill:  Protects consumers from energy price increases.  According to recent analyses from the Congressional Budget Office and the Environmental Protection Agency, the legislation will cost each household less than 50 cents per day in 2020 (not including energy efficiency savings).


Repeating the question, “Can you trust your government?”  



The reader’s comments or questions are always welcome.   E-mail me at doris@dorisbeaver.com. 
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