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February 13, 2004

Mr. Mark Friedrichs, PI 40

Office of Policy and International Affairs

U.S. Department of Energy

Room 1E190


1000 Independence Ave., SW

Washington, D.C. 20585

RE:
Comments on Proposed Rule, General Guidelines for Voluntary Greenhouse Gas Reporting  (10CFR Part 300, Federal Register Vol. 68, 68204
Dear Mr. Friedrichs:


Calpine Corporation is pleased to submit comments on the proposed revised general guidelines for the Voluntary Reporting of Greenhouse Gases Program recommended under 68 Fed Reg. 68204k, issued December 5, 2003. 

By way of background, Calpine is among the nation’s leading independent power producers with more than 88 power plants in operation, representing a total capacity of about 22,000 megawatts.   Nearly 14 additional facilities are under construction and by 2005 we will be the country’s seventh largest generator of electricity.   We are also the nation’s largest producer of renewable geothermal energy and combined heat and power.

The electric power sector has made early voluntary strides at controlling its greenhouse gas (GHG) emissions through various voluntary programs as well as through general competitive market forces which reward efficiency and innovation.  Such measures should be commended and encouraged. 

Calpine believes that the fastest and most cost effective approach to reducing GHG emissions is by continuing to replace the nation’s aging fleet of carbon intensive, inefficient electric generators with modern, efficient combined cycle power plants, renewable energy sources, and combined heat and power facilities.  For example, while today’s typical coal plant emits an average of 2,365 pounds of carbon dioxide (CO2) per megawatt hour, Calpine’s newest combined cycle natural gas-fired plants emit around 832 pounds of CO2 per megawatt hour. 
Calpine has taken numerous specific initiatives to help this country address the GHG challenge.  For example, we are a partner in the Environmental Protection Agency’s (EPA) Climate Leaders and a member of its Combined Heat and Power Partnership.  Beyond that, we are also a member of a pioneering new state voluntary program, the California Climate Action Registry and participate on the board of the Oregon Climate Trust. 

Our primary interest is that these various GHG reporting and registry programs properly recognize the accomplishments of Calpine and many others that have invested billions of dollars in deploying newer, lower or non carbon emitting technology.  

We also support efforts to standardize the various registry programs so that they are consistent and rigorous enough to provide meaningful information to the power sector, regulatory agencies and the public.  Likewise, they need to be simple enough to encourage widespread, cost-effective participation.  Improved consistency, increased accuracy and simplicity among the various programs will reduce the burden of participation and attract more firms into these voluntary programs.  

Along with these general comments, below are some specific recommendations regarding the proposed rules.

1. OWNERSHIP RIGHTS, AVOIDED AND REDUCED EMISSION

Calpine strongly supports the Department of Energy’s (DOE) proposed approach regarding “avoided emissions,” or changes in emissions associated with the sale of electricity, steam, hot water or chilled water generated by non-emitting or low emitting sources.  DOE correctly recognizes the contribution of new non- or low-emitting generators.   

Within this critical area of avoided emissions, the proposed guidelines need clear rules regarding which entity has the right to register these reductions.  This is particularly important within the power sector, where the product – electricity – can travel through multiple entities to the ultimate user and different states and regions have various forms of regulatory structures.

Specifically, we support the proposals recommendations that allow the owner of the non-emitting or low-emitting source to register the avoided emissions, rather than the purchaser of electricity from the source.  We believe this is the correct approach because it encourages carbon reduction activities from those companies that incur the higher costs and risks associated with investing in low-emitting and non-emitting energy.  


We support this concept as discussed in the example set forth in Section F regarding a wind turbine selling power to the grid, where non- or low-emitting generators have the right to register emissions reductions resulting from displaced GHG emissions when selling such power will cause an overall reduction of GHG emissions from electricity generation.  This idea should be expanded to provide a mechanism whereby new, efficient processes can demonstrate reductions in the overall industry wide intensity level.

Calpine will provide additional comments on the mechanisms for calculating these avoided emissions in the context of the next stage of this process.  However, we generally support the approach taken in Section O.4 of the preamble in which low and non-emitting generators take credit for reductions compared to the regional generation profile.  We endorsed this concept because it fosters regional comparisons that would take into consideration issues such as local fuel diversity.  In response to DOE’s request for methods to accomplish this comparison, Calpine suggests establishing annual NERC region or sub region specific GHG emission factors and allowing entities to compare this factor to their own performance.

2. 2003 BASELINE

Calpine supports DOE’s designation of 2002 as the baseline year.  This year reflects most closely the current state of GHG emissions and is most easily quantified by prospective participants.  DOE should discourage allowing entities the option of selecting a representative year among the four most recent because it will skew comparisons of industry sector performance relative to the baseline year would mislead the public when the inevitable entity to entity comparisons occur.  

3. METHOD FOR CALCULATING EMISSIONS AND REDUCTIONS

The proposed guidelines indicate DOE’s preference for calculating emission reductions based on an intensity performance metric.  We support this aspect of the proposed rules at least for the power sector and believe that intensity gains must be expressed using a production-based performance indicator and not just absolute tonnage reductions.  Failure to provide for an intensity metric will disadvantage companies that may be growing but are improving their own – or the nation’s – GHG intensity.  Furthermore, we urge DOE to consider establishing a single performance indicator (i.e., tons CO2 equivalent emitted per megawatt hour of electricity produced for sale) for the electric utility industry instead of allowing entities the option of using performance indicators that may confuse the public regarding GHG emissions and reductions.

4. DE MINIMIS THRESHOLD 

Calpine recommends that DOE change its proposal with respect to de minimis thresholds.  This is most critical within the power sector where emissions from generation facilities, which account for some 36% of the total nation’s GHG emissions, are overwhelmingly the most crucial area of focus within a voluntary program.  It is important to insure that “the de minimis definition would make voluntary reporting far more attractive to a much wider array of companies, particularly within the power sector.

Currently, the proposed rules allow participating entities to exclude sources that are either 3 percent or 10,000 tons of CO2 equivalent, whichever is less.  For larger single point source emitters, most of all power generator, DOE should remove the “whichever is less” clause and allow these entities the option of not reporting sources that are less than 3 percent of an entity’s total CO2 equivalent emissions.  GHG emissions from the electric power generation industry overwhelmingly derive from CO2 produced by gas turbines and boilers firing fossil fuel; sources that can be determined with reasonable ease and great accuracy and precision.  Other sources of CO2 at a typical natural gas fired combined cycle power plant include small engines associated with gas treatment (heaters, compressors), space heaters, emergency engines and a few vehicles.  DOE should not burden large entities with a requirement to track minor sources because it will discourage participation.  

5. 1605 (b) SHOULD NOT BE FOUNDATION FOR A POTENTIAL CAP AND TRADE PROGRAM 

The 1605 (b) greenhouse gas registry was conceived as a way to track GHG emissions in order to provide better estimates of this country’s emissions.  It also allows individual firms to better track and eventually control their own emissions profile. These are both important goals that Calpine fully supports. DOE correctly points out in the proposed guidelines that it is not the purpose of this program to form a basis for any future credit trading or banking early reduction program.  Calpine believes that the proposed guidelines are flawed if they are perceived to be the basis for a future carbon emissions trading system.

Because the program inventories carbon emissions and emissions reductions from these inventories based upon historical baselines, it perpetuates flaws that are counter to national efforts to move toward a less carbon-intensive future in the most cost-effective manner to both current and future ratepayers.  First, historic baselines typically reward older, higher emitters while failing to recognize the significant investment incurred when firms commit to deploying far more efficient and low emitting generation.  Second, because newer facilities deploy state-of-the-art technologies, there are few opportunities to reduce emission levels or improve efficiency.   

6. CONSISTENCY WITH OTHER PROGRAMS

Calpine urges DOE to work closely with EPA and the World Resources Institute/World Business Counsel on Sustainable Development, as well as the California Climate Registry to develop consistent and transparent guidelines.  One example where this consistency is particularly needed is in the definition of “entity.”  Specifically, we believe that requiring participants to define entities based on definitions for federal tax purposes would be unduly burdensome.  In this matter we support the approach taken by EPA to allow participants to report based on “control” or report based on “equity share,” whichever is more appropriate for the entity.  

7. CONCLUSION

Calpine supports voluntary inventory efforts such as those considered under the proposed rules, and we look forward to working with DOE and others to understand how the electric power sector can continue to provide the nation affordable, reliable energy while also helping ease the potential threat of global climate change.  

Sincerely,

cc:  
EPA Climate Leaders


California Climate Registry
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