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1605(b) Registry Reporting Concepts

President Bush’s Global Climate Change Initiative identified three objectives for an enhanced national registry:  (1) achieve a high level of confidence in the registry, through enhanced “measurement accuracy, reliability, and verifiability”; (2) promote the identification and expansion of innovative and effective ways to reduce greenhouse gases (GHG’s); and (3) encourage participation, by removing the risks that reporting entities could be “penalized under a future climate policy” (i.e., baseline protection), and by giving “transferable credits to companies that can show real emissions reductions.”

This paper addresses the issue of the broad, overall design requirements for the Energy Information Administration (EIA) registry.  It addresses two alternative conceptual approaches
 to the design of the GHG emissions registry, both of which enhance the reliability and transparency of the database:

· Robust reporting of information on emissions reductions,
 where reporters have broad flexibility to develop the numbers in the manner that they deem most appropriate, but are required to provide in-depth information on how the reported numbers were developed.

· Specific quantification requirements, where reporters are required to use specified methodologies and procedures for verification that go beyond the requirements for "robust reporting."  A variation on this concept is tiering, where there are different, graded levels, with each level having its own set of specific, prescribed methodologies and procedures.

Policy Assumptions

This discussion assumes that the policies announced by the Bush Administration on February 14 are in effect.  The key policy assumptions are that:

· The General Guidelines issued under section 1605(b) of the Energy Policy Act will continue to form the nucleus for reporting.  The Administration, through DOE, will issue revisions of those guidelines, as appropriate, for a revised GHG emissions registry.  

· The registry will continue to be housed in EIA and will be the only national registry under federal management.

· Reporting of GHG emissions and emissions reductions by public or private entities will continue to be voluntary, as provided in section 1605(b).

· The voluntary national goal is to reduce the growth of U.S. GHG emissions intensity by 18 percent in the next 10 years, i.e., 2012.

· There will be no support for a national requirement for GHG emissions reductions, by source, sector or entity.

· The U.S., which is a Party to the Framework Convention on Climate Change, will continue to implement its provisions and will not ratify, and become a Party to, the Kyoto Protocol.

Discussion of Alternative Reporting Concepts

The two concepts share some common features.  Under both concepts, reporting entities would provide information on baseline emissions, project descriptions and estimates of GHG emissions reductions.  In addition, under both approaches, the extent of the required information to be reported would be expanded from the current 1605(b) guidelines, so both go beyond “business as usual.”  Although the current guidelines describe a broad scope of reporting, the number of required elements in the reports is limited.  This lack of full reporting affects the reliability and transparency of some information in the current database.

However, the critical difference between the two concepts lies in the extent of the requirements for how the reported information is developed.  The distinction between requirements as to what information is reported and prescriptive requirements as to how the reported information is developed is important:

· Under the “robust reporting” concept, reporting entities would have flexibility on the choice of baselines and methodologies for estimating the emissions reductions, and may elect to self certify or validate the report through other means.  However, in all cases, the reporting requirement would be focused on “full disclosure,” i.e., providing detailed documentation to support the information reported in the registry.  Under this concept, the minimum reporting requirements would be expanded beyond those in the existing guidelines.

· Under the “specific quantification requirements” concept, the government would prescriptively specify the baseline assumptions, the methodologies for estimating emissions reductions, and the procedures for monitoring and verification.  This would be in addition to the expanded reporting requirements under the "robust reporting" concept. Entities would be required to follow all requirements in reporting to the registry. 
Proponents of "robust reporting" believe that the flexibility that it offers is most consistent with the concept of guidance and the voluntary nature of the system under section 1605(b), and that the concept is most appropriate for our current circumstances in this country.  Providing greater information improves transparency, thus enabling markets to work and informing public debate and decision-making.  In particular, the “robust reporting” concept:

1. Is consistent with the broad, voluntary nature of the registry as characterized in the original legislation. Incorporating a more stringent set of specific quantification and reporting requirements could discourage participation.

2. Continues to allow reporters the flexibility to develop their data in a way that is appropriate for their purposes, which could include sharing information on their activities, highlighting contributions to the Administration's GHG intensity goal, tradable credits
 and baseline protection.  

3. Encourages the innovation needed to learn about how to address issues associated with quantification, which include practical determination of baselines, setting appropriate project boundaries and accounting for leakage.  This is particularly important for fostering learning about quantification of reductions for activities and sectors where there may be little or no experience to date, and for enabling the registry to serve as the reporting vehicle for a broad range of "Business Challenges."
  

4. Makes it more likely that reporters can use a single set of data and information to meet their multiple reporting needs (e.g., reporting under 1605(b) and reporting under other guidelines or requirements).

5. Does not inhibit the market for transferring GHG emissions reductions, because this market already is evolving without the existence of uniform requirements for credits. Issues related to the degree of rigor in determining the reported emissions reductions, including leakage and verification, are being addressed through the operation of market forces in the process of valuation of the credit (i.e., credits with less rigorous quantification and verification procedures have a lower market value).

6. Allows the U.S. to gain the additional experience with GHG emissions credits that is still needed before a more formal system of requirements is established.  There is no consensus as to the best way to do this technically.  Even in countries where mandatory requirements are in place or under development, approaches vary widely and inconsistencies across systems abound.

7. Would be more likely than more prescriptive approaches to encourage broader participation. 

On the other hand, the proponents of the "specific quantification requirements" approach believe that credibility is the key criterion, and that more prescriptive requirements for quantifying reductions are needed.  In particular, the "specific quantification requirements" concept:

1. Could provide additional credibility to the program.

2. Could enhance the attractiveness of U.S. GHG emissions reductions in transnational and international trading markets.

3. Could increase the value of transferable credits, by reducing risks and uncertainties in the estimated reductions, and by increasing the likelihood that “reductions are not penalized under a future climate policy” – in effect, creating a safe harbor.

4. Could provide uniform procedures that would aid those seeking credits by eliminating the need to “reinvent” verification processes each time GHG credits are sought. 

5. Could be viewed by some as more consistent with the Administration’s stated policy goals to “give transferable credits to companies that can show real emissions reductions.”

The paper entitled Transferable Credits for Voluntary Reductions in GHG Emissions Intensity explains why credibility is at least equally enhanced by robust reporting and why such prescriptive reporting is unnecessary and, in fact, inconsistent with the guidance concept of section 1605(b).

Conclusion

The enhanced 1605(b) registry should remain housed at EIA.  Further, it must continue to serve a variety of purposes, including those initially laid out in the enabling legislation as well as the  ones recently set out consistent with that legislation in the Bush plan.  Some of these purposes include:  

· Providing a single database showing all activities being done to reduce greenhouse gas intensity, including R&D financing and infrastructure enhancements, thereby helping to “promote the identification and expansion of innovative and effective ways to reduce greenhouse gases" and providing “a standardized, credible vehicle for reporting and recognizing progress.” (Bush Climate Plan)

· “Ensuring that businesses and individuals that register reductions are not penalized under a future climate policy.”  (Id.)

· Serving as the official government listing of recognized emissions and reductions for all voluntary reduction programs run by federal agencies – which may encompass the “Business Challenges” component of the President’s initiative.

· Providing the data necessary, and being the only registry that records the data used, for determining credit/recognition for transferable credit, baseline protection and credit for past actions.

· “Providing public recognition of a company’s accomplishments” (Bush Climate Plan)

· Providing a “record of mitigation efforts for future policy design” (Id.)

This is no easy task, because addressing some purposes calls for great flexibility, while addressing others calls for greater prescription, rigidity and standardization.  There is no consensus on the best approach.  In the end, DOE will need to balance conflicting needs when choosing the recommended approach for the enhanced registry.

� In this paper, the two concepts will be presented and explained as distinct independent alternatives.  However, we recognize that hybrids of the two approaches could emerge.


� In this paper, "reductions" should be interpreted as reductions, avoidances or sequestration of all GHG’s, including decreases in emissions intensity.


� Those that wish to acquire tradable credits do so for a variety of reasons, which may include public relations benefits; hedging against some potential, future climate policy; and enhancing a plan to contribute to the Administration's GHG intensity reduction goal.


� Much of the experience and public debate to date has focused largely on the electric generating sector.  However, it should be kept in mind that the registry is national in scope and needs to accommodate reporting by all industries and sectors in the economy.  Initially, 88 percent of the reporters under 1605(b) were electric utilities.  While reporting by others has increased in recent years, electric generators still comprise nearly half of the reporters.
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