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April 17, 2002

The Honorable Vicki A. Bailey

Assistant Secretary, Office of Policy and 

    International Affairs

U.S. Department of Energy

1000 Independence Avenue, S.W.

Washington, D.C.  20585

Dear Assistant Secretary Bailey:

The Electric Power Industry Climate Initiative (EPICI) would first like to express our appreciation for the opportunity to meet on March 27 with members of your staff and other staff from the Department of Energy (DOE) and the Energy Information Administration (EIA) to discuss revision of the Energy Policy Act section 1605(b) guidelines and enhancement of the EIA greenhouse gas registry pursuant to President Bush’s Global Climate Change Initiative.  As you may be aware, EPICI is the coalition of seven electric power groups formed to coordinate the electric industry sector’s response to the Bush climate plan:  Edison Electric Institute, American Public Power Association, National Rural Electric Cooperative Association, Tennessee Valley Authority, Large Public Power Council, Electric Power Supply Association and Nuclear Energy Institute.

As a result of the March 27 meeting and subsequent conversations with your staff, we would like to submit our views on four broad topics relating to reporting issues, DOE and the President’s climate plan.  Since we understand that DOE may soon issue a notice of inquiry (NOI) in the Federal Register addressing such subjects, we request that this letter and the enclosure be placed in the docket of the NOI proceeding.  The enclosure is a revised draft of the matrix that we provided to members of your office on March 26 and discussed with DOE and EIA officials on March 27.

I.
The Purpose of the President’s Climate Plan and its Relation to the DOE Guidelines and EIA Registry

The President’s climate plan calls for reducing the greenhouse gas intensity of the U.S. by 18 percent over the next decade, and Administration officials in meetings have made it clear that achievement of that goal may be accomplished without regard to sectoral targets, quantifiable or unquantifiable approaches, and the like.  Incentives to achieve the goal include:  tax credits and competitively neutral and comparable incentives; an enhanced registry at EIA; revised DOE 1605(b) guidelines; provisions for transferable credits and “baseline protection”
; and presumably incentives to participate in various other federal agency programs as well as to reduce, avoid and sequester greenhouse gases.  

We believe this last point deserves particular emphasis.  The President’s goal encompasses all verifiable approaches that reduce, avoid or sequester greenhouse gases, so long as those approaches contribute to the ultimate goal of reducing the greenhouse gas intensity of the U.S. over the next 10 years.  EPICI firmly believes that a ton is a ton.  The atmosphere is indifferent as to whether the ton of greenhouse gases is reduced, avoided, sequestered or otherwise offset.  

With regard to domestic measures, there are many actions that may help to reach the President’s goal.  These actions include implementation of renewable energy projects; energy efficiency, energy conservation and demand-side management activities; and other mitigation and offset projects in local communities.  Domestic measures also include actions that should be recognized, regardless of whether they are quantifiable or reportable in the EIA registry.  These include infrastructure improvements -- such as to the electric grid and mass transit -- and research, development and deployment of climate and advanced energy technology.

For the electric power industry, many activities taken in pursuit of the President’s goal are expected to take place “off system” or off the electric grid.  Many cost-effective mitigation options are available overseas or outside utilities’ and generators’ service territories.  With regard to international projects, we understand that the primary focus of the President’s climate plan is to reduce greenhouse gas intensity in the U.S., but there are compelling reasons for our industry and others to engage in overseas projects.  First, the U.S. is bound by the U.N. Framework Convention on Climate Change with its provisions for activities implemented jointly under the U.S. Initiative for Joint Implementation.  Second, in the same week as the President’s February 14 climate initiative, the White House recognized the importance of international projects in reducing, avoiding and sequestering greenhouse gases.

As for enhancing the EIA registry and improving the DOE 1605(b) guidelines, the existing system is functioning.  Analysis of the enclosed matrix leads inexorably to the conclusion that many aspects of the current voluntary registry and guidelines can and should be maintained.  Moreover, many changes could be incremental rather than sweeping.  For example, EIA has indicated that one-half of all reports of emissions in the year 2000 were entity-wide.  Therefore, if an objective is to improve the guidelines so that a higher percentage of entities report emissions and do so on an entity-wide basis, improvements to the guidelines likely could be made while retaining their non-mandatory status.  We urge DOE to remain flexible and accommodate different reporting purposes as it proceeds with its NOI.

II. The National and Federal Nature of the EIA Registry

The EIA registry is both a national and federal registry.  We are aware that several states have developed, or are in the process of developing, state registries.  While these may provide some useful ideas and approaches, we do not think state activities should govern or overly influence DOE or EIA as they proceed to implement the President’s climate directives.

In other words, we do not believe the enhanced EIA registry should serve purposes propounded by state registries.  On the contrary, state inventories and registries should be fashioned or modified to be consistent with the federal system – both the revised DOE guidelines and the enhanced EIA registry.  While the issue is not one of preemption, it certainly would be irrational to have 34 or more state inventories incongruent with the nature and scope of the EIA registry.  In addition, for purposes of transferable credit and baseline protection, the EIA registry must be paramount.  As it is, it will be difficult enough to reconcile whatever international trading systems emerge under the Kyoto Protocol – assuming arguendo that it is ratified and enters into force – with whatever domestic approaches develop in the U.S.  

We are aware of efforts to require reporting of emissions only on an entity-wide basis.  This may not be practical or desirable at the federal level.  Whatever the merits and demerits of individual state inventories and registries, they should not dictate enhancements or improvements in the workable federal system that has been in place since 1994.

III. The Revised Guidelines Should Retain their Flexible, Non-prescriptive Nature

The DOE 1605(b) guidelines are a statutory creation, and thus only an amendment of the Energy Policy Act can change that fact and their voluntary nature.  They are not rules; they are guidelines, which means they cannot be enforced in court and they lack the legal mandate of regulations.  The most that can be said for any “binding” aspect of the guidelines is that certain provisions may be conditioned on adherence to other provisions.  In other words, the voluntary nature of some guidelines may be conditioned on adherence to certain mandatory elements.

Hence we are disturbed at suggestions that may favor the development of technology standards in the guidelines as a kind of “additionality” test for reporting emission reductions, avoidances and sequestrations.  A technology-based approach was proposed by the prior Administration in the context of developing guidance, modalities and procedures for clean development mechanism (CDM) projects under the Kyoto Protocol, but to our knowledge that approach has not been adopted.  We strongly oppose any CDM-type technology standards for the revised 1605(b) guidelines, because they are the kind of prescriptive, inflexible approach that is anathema to a voluntary registry and flexible guidelines.  We reemphasize that the President’s goal is to reduce, avoid or sequester as many tons of greenhouse gases as possible, not to design a prescriptive, complex reporting system that is a disincentive to taking voluntary actions.

IV. The Nature of the DOE Workshops

As a result of EPICI’s initial meetings with representatives from your Office, we understand that DOE will be sponsoring a series of workshops, including ones that address the major sectors encompassed by the guidelines – electricity supply, transportation, industrial, commercial and residential buildings, forestry, and agriculture.  We urge you to follow the model set forth in the development of the original 1605(b) guidelines, which included sectoral workshops.  We are not opposed to topical or subject-matter workshops, but believe that sectoral workshops are essential to proper revision of the guidelines.

V. Conclusion

In summary, EPICI urges DOE, EIA and the Administration to focus on the ultimate objective of the President’s climate plan, and devote similar, if not greater, amounts of resources and time to the program aspects of the plan – including the provision of incentives – as compared to the reporting aspects.  We believe that the enhancement of the registry and improvement of the guidelines merit maximum flexibility and accommodation of different reporting purposes.  The modified reporting system should encourage participation to the maximum extent possible, consistent with the need to develop provisions on transferable credit, baseline protection and credit for past actions.  DOE and EIA should remember that they are refining an existing, workable national and federal registry, and that this effort should not be governed or overly concerned with state interests.  Finally, we urge DOE to hold sectoral workshops after it issues its NOI.

Sincerely yours,

Robert P. Gehri




Robert H. Rainey, Jr.

Co-chairman, Electric Power Industry

Co-chairman, Electric Power

    Climate Initiative




     Industry Climate Initiative

Southern Company




Tennessee Valley Authority
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Enclosure

cc (w/ enc):

Margot Anderson, Deputy Director,

     DOE Office of Policy

Larisa Dobriansky, Esq.,

     DOE Senior Policy Advisor

James L. Connaughton, Chairman,

     Council on Environmental Quality

John Graham, Administrator,

     Office of Information and Regulatory Affairs

Marcus Peacock, Associate Director, Natural Resources Programs,

     Office of Management and Budget

bcc (w/ enc):

EPICI Distribution List

Q. Shea

W. Fang

E. Holdsworth

J. Kinsman

�    It should be noted that all members of the electric power sector may not endorse all of the views in this letter.


�   The President’s climate plan has described baseline protection as assurances that “businesses that register voluntary reductions are not penalized under a future climate policy.”


�   Council of Economic Advisors, Economic Report of the President 2002 at 248 (“Project-based measurement. . . .is important internationally if the United States wants to encourage domestic firms to seek out meaningful reductions in developing countries where fully market-based programs are unlikely to be implemented.”).





