














REGIONAL GREENHOUSE GAS INITIATIVE, INC.

Statement of Functional Expenses
For the Year Ended December 31, 2011

2011
Management
Program Services and
Direct QOther General Total
Expenses

Salaries and wages $ - $ 347.309 $ 141,295 $ 488.604
Auctions 420,000 - - 420.000
Emissions Allowance Tracking System 202,994 - - 202,994
Market monitoring 176,085 - - 176,085
Program review and evaluation 141,108 - - 141,108
Payroll taxes and employees’ benefits - 83,541 41,003 124,544
Financial and accounting services - - 69,300 69,300
Occupancy - 35,718 15,308 51.026
Legal fees - 19,595 14,402 33,997
Telephone, internet and service contracts - 18,876 8.090 26,966
Audit - - 25,501 25,501
Insurance - 14,468 6.201 20,669
Meeting and other - 9.654 8.242 17,896
Outreach and communications - 7.234 3,070 10,304
Travel - 3,603 1,544 5,147
Office supplies - 120 3.647 3,767
Depreciation - - 2,496 2,496
Website maintenance - 739 317 1.056
Furniture and fixtures - - 523 523
Program meeting support - 458 - 458

Total expenses $ 940,187 S 541315 $ 340,939 $1.822.441

See notes to financial statements.
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REGIONAL GREENHOUSE GAS INITIATIVE, INC.

Notes to Financial Statements (continued)
December 31,2012 and 2011

Note 3 — Funding (continued)

The total contributed by all Signatory States during 2012 and 2011 was $1,900,514 and
$1.820,393, respectively. As of December 31, 2012 and 2011, states owed $-0- and $95.596,
respectively, which is shown as state receivables on the Statement of Financial Position. In
addition, during 2012 and 2011, several states paid an aggregate of $848,028 and $1,103,226,
respectively, in advance for proportional funding costs, which are shown as deferred state
revenues on the Statement of Financial Position.

Note 4 — Auction process

One of the main functions of the Corporation is to administer the entire auction process of carbon
dioxide (CO,) allowances for the participating states. The Corporation administered four (4)
auctions during 2012 and 2011.

Each CO, allowance auction is conducted in accordance with the statutory and/or regulatory
authority of each Signatory State offering CO, allowances for sale in that auction. These uniform
price sealed quarterly auctions are designed to prevent price collusion by the bidders and are
monitored by an independent third party vendor (see note 6).

Each state’s number of allowances is specified in the statutes and/or regulations authorizing its
CO, allowance budget. Allowances of any participating state are recognized by the CO, Budget
Trading Program of each of the participating states even if that particular state is not
participating in the auction.

Note 5 — Retirement Plan

The Corporation maintains a 403(b) plan whereby eligible employees may elect to defer
contributions from their salary up to the limits established by the Internal Revenue Code. The
Corporation will contribute up to 10% of an employee’s annual compensation. Employees are
vested in the Corporation matching contribution after eighteen months of employment. The
Corporation’s cost for the years ended December 31, 2012 and 2011 totaled $39,430 and
$38,910, respectively.

Note 6 — Commitments and Contingencies

The Corporation receives funding under contracts and agreements from the Signatory States.
Payments received under these arrangements are subject to audit by each Signatory State. Upon
audit, if discrepancies are discovered, the Corporation could be held responsible for reimbursing
the amount in question. As of the date of this report, no audit has been requested by any of the
Signatory States.

The auction platform was created and is monitored by an unrelated independent contractor who
is responsible for the integrity of the process. In addition. this independent contractor is
responsible for verifying the collateral issued by the underlying institution for each bid made by
an auction bidder.






