				


					





June 4, 2002








Office of Policy and International Affairs


Office of Electricity and Natural Gas Analysis, PI-23


Attention:  Voluntary Reporting Comments


U.S. Department of Energy


Forrestal Building, Room 7H-034


1000 Independence Avenue, S.W.


Washington, D.C.  20585





Re:  67 FR 30370-30373 “Voluntary Reporting of Greenhouse Gas Emissions, Reductions, and Carbon Sequestration” 





Dear Sir/Madam:





Exelon Corporation appreciates the opportunity to provide comments to the Department of Energy (DOE) as it considers possible modifications to its Voluntary Reporting of Greenhouse Gases Program (VRGGP) pursuant to President Bush’s February 14, 2002 Global Climate Change Policy announcement.





Background on Exelon





Exelon Corporation is one of the nation’s largest integrated utility systems formed by the year 2000 merger of PECO Energy and UNICOM Corporation (parent of ComEd).  Our energy delivery businesses ComEd and PECO Energy, respectively, serve approximately 3.4 million customers in northern Illinois and 1.5 million customers in southeastern Pennsylvania.  Exelon Nuclear operates the largest nuclear fleet in the United States with 10 plants and 17 operating units located in Illinois, Pennsylvania and New Jersey.  Exelon Power, which operates the Corporation’s fossil and hydro assets, has 7,338 megawatts of net generating capacity located in Pennsylvania, Maryland and Texas.  In addition, the Corporation is involved in a number of unregulated businesses via its Exelon Enterprises business unit.





Exelon Comments





As DOE is aware from the current 1605(b) program results, there are many ways to reduce, avoid and sequester carbon dioxide (CO2) emissions and other greenhouse gases (GHGs).  Exelon Corporation (reporting as PECO Energy and ComEd prior to our merger) reported over 42 million tons of CO2-equivalent reductions to the 1605(b) program during the 1991-2000 time period.  These reductions resulted from over 30 different projects.  








A significant portion of Exelon’s reported emission reductions resulted from avoided emissions associated with efficiency and capacity addition projects at zero emission generating units, such as occurred during the mid-1990s at the Corporation’s Limerick and Peach Bottom nuclear power plants, as well as at our Conowingo Hydroelectric Dam.  The Limerick and Peach Bottom projects (referred to hereafter as nuclear uprate projects), involved uprates at four generating units, for a total addition to the PJM power pool of 258 megawatts of zero emission generation.  We have estimated that each of these unit uprates is avoiding between 300,000 and 500,000 tons of CO2 emissions per year, based on increased zero emission generation resulting from these projects.  Additional nuclear uprates that have not yet been reported to the 1605(b) program have occurred during 2001 and significant additional uprates are planned over the next several years.  





We believe that an enhanced VRGGP that includes baseline protection and transferable credits (including credits for avoided emissions) would be very useful in terms of supporting the economics, and extent of, future projects to increase output from existing, zero emission generation sources.  As DOE knows from the existing 1605(b) program, very large quantities of GHG emissions can be avoided by increasing output at existing zero emission generation.  GHG avoidance can contribute significantly towards the President’s policy objective to reduce the nation’s GHG intensity – but emissions avoidance will not be maximized in the absence of incentives such as transferable credits or offsets against fossil emissions.    





Following are some of the issues that we believe should be addressed under an enhanced VRGGP in considering the reporting of avoided emissions from baseload zero emission generation:





Baseline Issues.  By their nature, zero emission generating units do not emit GHGs and therefore do not have an emissions baseline from which to calculate GHG avoidances.  An enhanced VRGGP should allow zero emission units to calculate avoided emissions based on increased megawatt-hours (MWh) of generation resulting from efficiency and capacity increase projects.  





Exelon’s current 1605(b) reporting calculates zero emission generating unit baselines by developing an average of the unit’s MWh generation in the two years prior to the efficiency/capacity addition project.  MWh’s of the unit after the project is implemented are then compared to the baseline to develop incremental MWh resulting from the project.  These incremental MWh are then multiplied by the average, annual CO2 fossil emission rate of the power pool where the project is located.   We believe that this is a conservative approach that actually under-reports avoided emissions since incremental baseload zero emission generation is actually displacing baseload fossil generation that typically has a higher CO2 emission rate than the power pool average emission rate.  











Several options exist to determine appropriate emissions factors.  As just described, one option would be to use a power pool average CO2 emission rate (lb/MWh), calculated by dividing all power pool fossil unit CO2 emissions by all power pool fossil MWh of generation in the year of the reported avoidance.  Another approach, that we believe would be more accurate in reporting avoided CO2 emissions from baseload zero emission generation would be to calculate avoided emissions based on the CO2 emission rate of the unit, or class of units, whose MWh output is displaced by the zero emission generation project.  That is, increased zero-emission baseload generation will replace MWhs from other baseload units, not a composite average of all generating units in the power pool.  An example of this concept is presented below where it can be inferred that increased output at zero emission generation, such as nuclear and hydro, will tend to displace coal-fired generation that has a higher CO2 emission rate versus the power pool average. 
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It is also worth noting here that in addition to avoiding significant GHG emissions, zero emission generation, and increased output from zero emission generation, is also avoiding significant emissions of the pollutants – nitrogen oxides, sulfur dioxide and mercury – that President Bush has proposed for future emission reductions under the Administration’s “Clear Skies Initiative”.














Entity vs. Project Reporting.  Exelon supports reasonable, mandatory entity reporting of direct GHG emissions.  However, to effectively capture avoided emissions in an enhanced VRGGP, we believe that reporters need the option to continue reporting on specific projects, to supplement their entity reporting.  For example, the majority of Exelon’s fossil emissions take place in the PJM power pool, while the majority of our nuclear uprate projects are, and could take place, in MAIN.  We have virtually no fossil assets in MAIN so increased nuclear generation in MAIN does not necessarily offset Exelon fossil emissions that are taking place in another power pool (PJM) to serve another load area.  In this sense, entity reporting, without project-specific reporting, potentially fails to provide us with credit for avoided emissions since avoidance projects we complete in MAIN have little effect on the dispatch/emissions of our fossil assets in PJM that are operating to server another load area.





In addition to the above comments related to zero emission generation issues, we believe that in order to create a more liquid and robust trading market, it would be helpful for DOE to establish a menu of calculation protocols that participants could select from in order to calculate emission reductions, avoidances and sequestration.  We would be glad to work with DOE in this regard on the development of an emission avoidance protocol for zero emission generation.  DOE could also leave the option available to reporters to select non-approved protocols, but by using standard approaches, buyers and sellers of emission credits would have a higher degree of confidence in the emissions credits being traded.  





Also on the issue of emissions credit trading, DOE should consider, to the extent possible, the establishment of requirements within an enhanced VRGGP that would be as consistent as possible with international programs and standards such as the WRI GHG Protocol.  The goal would be to improve the potential for fungibility, and therefore value, between domestic and international emission credits.  We are also very concerned that individual states and regions are beginning, and will begin, to develop GHG registries and GHG programs on an uncoordinated, piecemeal basis.  We encourage DOE to work with state and regional government organizations to develop a single registry program that will encourage the broadest participation possible under a common set of protocols. 





Finally, we believe that DOE must seriously consider credit for past actions reported under the 1605(b) program that can be verified based upon reasonable criteria developed by DOE.  For voluntary programs to be successful and receive maximum participation, participants must have confidence that all legitimate, voluntary actions reported will be recognized by the federal government.    




















We appreciate the opportunity to provide DOE with these brief comments around considerations for an enhanced VRGGP.  Please do not hesitate to contact us should you have questions or desire additional information.





I can be reached at 215-841-5687.





Sincerely, 











Bruce D. Alexander     


Strategy Manager


Exelon Corporate Environmental Health & Safety
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