Comments on Proposed Revision of General Guidelines

February 17, 2004

Page 5 of 5

Natural Resources Defense Council  (  

February 17, 2004

Submitted by email to 1605bgeneralguidelines.comments@hq.doe.gov
Office of Policy and International Affairs

Attention:  1605b General Guidelines Comments

U.S. Department of Energy

1000 Independence Ave., SW

Washington, DC 20585

Dear Sir or Madam:

Thank you for the opportunity to comment on the Proposed Revision of General Guidelines: Voluntary Reporting of Greenhouse Gases (1605b) Program [Federal Register Vol.68, No.234, Pages 68204-68231]. On behalf of the millions of members of the organizations listed above we respectfully submit these comments and look forward to working with you and Congress in designing an effective system for accurately and comprehensively tracking global warming pollution and making that information available to the public.

These comments on the Proposed Revision of General Guidelines should be placed in the context of previous comments on emissions reporting submitted by many of our organizations on June 5, 2002.
  In brief, we have two key points regarding greenhouse gas emissions reporting:

1. The U.S. should have a mandatory reporting system that requires entity-wide reporting of emissions.  A decade of voluntary reporting has failed to achieve anywhere near comprehensive reporting from greenhouse gas emissions sources, or to develop information of a uniform or high quality.  Reporting under 1605(b) is dominated by dubious reductions claims based on cherry-picked projects, inflated baselines, and inconsistent and poorly documented assessment methodologies.
  Only mandatory entity-wide reporting of emissions and carbon stocks, conducted with transparency, consistency, and rigorous quality control, will fix these problems.

2. There is neither statutory authority nor policy need for government certification of transferable credits.  The request made by President Bush for the Department of Energy to recommend reforms regarding baseline protection and transferable credits has no basis in the statutory authority conveyed to DOE under section 1605(b) or any other current law.  In fact, attempts to confer credit to reported reductions were rejected explicitly during passage of the 1992 EPAct legislation, and subsequent legislative proposals to award credit or for baseline protection have not been enacted.  The award of transferable credits inevitably will preempt decisions that should properly be made in the context of credible, necessarily mandatory climate policy formulation.  Therefore changes to the existing voluntary reporting system should not include promises of baseline protection or the certification of transferable credits.

The Proposed Revision does virtually nothing to correct the fundamental flaws in the existing 1605(b) program and falls far short of our previous recommendations for a mandatory registry of entity-wide GHG emissions.  

· Reporting is still voluntary, virtually ensuring incomplete coverage.  

· The proclaimed desire for entity-wide reporting is undermined by a weak and inconsistent definition of entity boundaries.  

· Claims for emission reductions “reported” and “registered” will have little clear policy purpose, especially because the concept of an emission reduction is rendered completely meaningless in the guidelines by the multiple definitions and, within each definition, by the failure to state any criteria or levels of stringency.  Registered or reported reductions will have little consistency across, or even within, reports.

· Throughout the report insufficient guidance is provided on the level of documentation required to support emission inventory totals in a transparent manner.  Similarly, insufficient guidance is provided to ensure the transparency of justifications for de minimis exclusions of emissions and eligibility for small reporter status.  

· The guidelines also continue the current very minimal review of reports by the EIA.

Taken together, these problems with the Proposed Revisions mean that all the widely recognized flaws in the current GHG reporting program will be continued.  The information collected to date in 1605(b) reports is of such varying quality and transparency that it serves little purpose for policymakers, reporting entities, or the environment.  For example, the reports for most projects are completely inadequate to support private transactions in the emerging carbon market, or as a basis for potentially rewarding early actors. There seems to be little point in continuing a system that collects information of limited and questionable value given that it could require significant time and resources on the part of reporters, government administrators, and other stakeholders.  

There is no reason for the federal government to register emission reductions claims in the absence of a mandatory requirement that anybody hold such credits, particularly in the absence of credible rules.  Furthermore, government registration of emission reductions under the current policy vacuum, where there is no requirement to achieve such reductions, is likely to move into areas where there is no legislative authority.  If the reporting program provides an explicit or implicit guarantee that the claimed reductions will be rewarded under future regulations, then the current reporting program improperly prejudices future decisions about the treatment of early action.  Decisions regarding emission reduction eligibility and certification standards should be developed only in the context of the system in which they will be used.  Many efforts made by reporters under the revised 1605b system are still likely to be wasted because their reports may not be compatible with the future requirements.  A reduction reporting program is therefore in a Catch-22 situation until it can be developed as part of a specific climate policy. 

This Catch-22 situation is the direct result of the administration's refusal to consider mandatory limits on greenhouse gas emissions.  The absence of binding limits virtually eliminates the incentive to carry out the many common sense actions to limit GHG emissions that are available to us today.  Only binding limits can create the structure necessary for transferable credits to represent real reduction, to have known values, and to provide businesses with the incentive and the certainty to invest in emission reductions.  Voluntary reporting with no clear reward for participation simply cannot lead to meaningful change on the scale necessary to address the problem of global warming.  We should be discussing how to design mandatory limits that achieve environmental benefits at reasonable cost, and reward early actors in a credible and equitable manner within that context.

In our view, DOE is repeating the mistakes made ten years ago during the design of the original 1605(b) program.  They are the same mistakes made by many voluntary programs.  In an effort to increase participation in a voluntary program that can offer very limited benefits at best, the level of effort for participation is lowered by increasing flexibility and reducing stringency.  However, accurate, consistent and transparent reporting of emissions (let alone emission reductions) requires a considerable level of effort.  The end result is inevitably the collection of largely inconsistent, unverifiable data,and the resulting inability to discern its accuracy.

The one area in which we agree with the Proposed Revision is its complete avoidance of awarding transferable credit.  Verbal comments by DOE staff at the January 12, 2004 Public Workshop further indicated that no awards of transferable credit would be made under this program.  As indicated in these and previous comments, we believe that awarding transferable credits serves no valid policy purpose and is not authorized by existing statutory language.  We therefore strongly encourage DOE to avoid introducing transferable credits into the guidelines.

Specific Responses to the Background Issue Papers

The following responses to the issues raised in the Proposed Revision are provided, recognizing that the 1605(b) voluntary reporting is likely to continue and therefore that there is some value in improving the quality and consistency of information gathered by this system.  However, as explained above, we believe that the Proposed Revision would perpetuate a fundamentally flawed program.  The Proposed Revision does nothing to alter our view that 1605(b) reports cannot be the basis for meeting current or future obligations, voluntary or otherwise.  

Entity Definitions and Reporting

Although we support the Proposed Revision’s encouragement of entity-level reporting, it fails to define the entity reporting boundary in a clear or consistent manner.  Section 300.3 requires only that an entity be “distinct” under any law or regulation.  As explained in Section II.B of the supplementary information, this could mean that an “entity” could be defined as a “plant or activity.”  This definition defies the common sense meaning of entity wide reporting and opens up a loophole that would permit exactly the kind of selective reporting that has undermined the existing 1605(b) program. 

Section 300.4 attempts to provide guidance on how to set an entity boundary, but hopelessly blurs the concepts of legal ownership, operational or managerial control, and financial interests or control as the mechanism for establishing the boundary.  Even within a single conceptual approach, clear measures must be taken to avoid double counting because of the subjectivity in defining the entity boundary.  In our previous comments, we recommended that emission inventories be prepared using entity boundaries defined using both financial control and equity share approaches.  This will ensure that the reported data is useful under the widest range of possible future schemes, and allow maximum transparency in the meantime.

Section 300.6(c) allows extensive flexibility in the inclusion of indirect emissions in the inventory, while requiring the reporting of emissions from purchased electricity.  This flexibility will lead to considerable inconsistency across reports and exacerbate double counting issues.  The requirement to separately report direct emissions, indirect emissions from purchased electricity, and other indirect emissions, goes some way towards addressing this problem and must be retained in the guidelines.

Additional specific recommendations regarding entity-wide reporting were contained in the previous submission of June 2002.  These recommendations are based on the multi-stakeholder WRI/WBCSD GHG Reporting Protocol, which if followed would lead to the necessary level of consistency in reporting.

Reporting or Registering Emission Reductions

As stated above and in previous submissions, we do not believe that there is a legitimate policy purpose for reporting or registering emission reductions at this time.  Even if there was, the approach taken is fundamentally flawed.  The Proposed Revision allows entities to use five different structural approaches to claiming an emission reduction, but provides no guidance on when a specific approach is appropriate or what criteria or level of stringency is required (Section 300.8).  Furthermore, entities can mix and match all of the approaches within a single report, and avoid reporting reductions for significant portions of their entity (Section 300.7(a)(2)).  As a result, reported or registered emission reductions from one entity may not represent the same climate benefit as reductions reported from other entities, nor is there any assurance that reductions will represent any real climate benefit.

The approach for terrestrial sequestration reductions is particularly problematic.  Section 300.8 allows emission reductions to be registered for increases in terrestrial carbon stocks above those in the base year.  This approach is also discussed in Section II.O.5 of the supplementary information.  U.S. forests are already a large net sink (759 million metric tons carbon dioxide in 2001) and are projected to continue as net sinks for decades.  Therefore the Proposed Revision is endorsing the reporting of hundreds of millions of tons of reductions each year even in the absence of any increase above projected, business-as-usual carbon stocks.  This provision alone renders this particular information in the proposed program unusable for future policy purposes.

If DOE is serious about developing useful reports of emission reductions, it must define structural approaches that are appropriate for the specific conditions of each reporting entity, apply criteria for the level of change that represents a reduction, and develop a review process for each report that will ensure reasonable consistency of reported reductions.  The Proposed Revision fails completely on all three counts.

Registering versus Reporting

We do not believe that the distinction between registering and reporting reductions is useful, and recommend that the weaker reporting option be eliminated.  As explained above, the registering option is overly flexible and lacking in provisions to ensure consistency and that claimed reductions represent any actual climate benefit.  The even more flexible reporting option would allow entities to claim a reduction based on absolutely any basis, and without reporting entity emissions data.  Reported information will be so fragmentary and inconsistent there is simply no value in collecting it.

***

Thank you for considering these comments.  We look forward to the opportunity to participate in the development of the Technical Guidelines and further elaboration of the General Guidelines.

Sincerely,

Jeff Fiedler

Natural Resources Defense Council

jfiedler@nrdc.org  (202) 289-2419

Katherine Morrison

U.S. Public Interest Research Group

kmorrison@pirg.org (202) 546-9707

Rebecca Eaton

World Wildlife Fund

rebecca.eaton@wwfus.org  (202) 822-3465


J. Drake Hamilton

Science Policy Director

Minnesotans for an Energy-Efficient Economy

hamilton@me3.org  (651) 726-7562

Heather McGray

Ecologia

hmcgray@ecologia.org  (202) 483-2339

� Full comments are posted at:  https://ostiweb.osti.gov/pighg/attachments/doniger.doc


� See NRDC (2001), http://www.nrdc.org/globalwarming/reductions/reductions.pdf





