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Seattle City Light

June 5, 2002

U.S. Department of Energy 

Office of Policy and International Affairs

Office of Electricity and Natural Gas Analysis, PI_23

Attention: Voluntary Reporting Comments

Forrestal Building, Room 7H_034

1000 Independence Avenue, SW

Washington D.C., 20585

PUBLIC COMMENT:

VOLUNTARY REPORTING OF GREENHOUSE GAS EMISSIONS,

REDUCTIONS, AND CARBON SEQUESTRATION

Dear Mr. Secretary:

The City of Seattle, and its electric utility, Seattle City Light (SCL), are actively involved in addressing the issue of global climate change.  Seattle is a member of the international Cities for Climate Protection and has documented the full scope of greenhouse gas (GHG) emissions for all its government operations.  Currently, the City is putting together a plan to reduce emissions from our operations by as much as 40 percent below 1990 levels.

Since 1995, SCL has been participating in the U.S. Department of Energy Climate Challenge Program, established under Section 1605(b) of the 1992 Energy Policy Act.  We recently submitted our 2001 report to the Energy Information Agency.  

Seattle also established an unprecedented challenge for SCL: meet all load growth with efficiency improvements and renewable energy resources.  We are expanding upon our nationally-recognized 25-year history of conservation to save 100 average megawatts of power within the next ten years.  We have recently made the largest purchase of wind power of any public utility in the country.  We are significantly ahead of our 10-year goal of meeting all load growth with conservation and renewables.

In addition, we intend to become the first major utility to have zero net greenhouse gases.  Specifically, we will mitigate all of our GHG emissions with purchases of carbon offsets.  We are about to sign contracts for our first round of GHG mitigation offset projects and we expect to be “carbon neutral” by next year.

SCL understands the challenges that utilities face in compiling GHG emissions inventories and documenting GHG reductions.  As an electric utility that is heavily dependent on hydropower and includes a variety of short-term and long-term energy purchases, calculating the GHG emissions or reductions associated with our business operation is a significant challenge.  Hydropower can vary dramatically from year to year.  Customers' electricity demand varies from year to year depending on weather and economic conditions.  Our wholesale electricity market spans from Canada to Mexico, and it is impossible to trace the source of the electricity we purchase on monthly, weekly, and hourly basis.  Nonetheless, we believe we have conducted a rigorous calculation of our GHG emissions, and we have sought to be inclusive of all possible GHG sources.

We believe these combinations of activities provide a solid foundation for comments on the improvements to the 1605(b) program and for the broader issues related to the GHG Registry.  What follows are comments on the 1605(b) program, the GHG "intensity" measure, and miscellaneous comments related to the public notice.

The 1605(b) Program

There are several positive features of the 1605(b) reporting process.  It has introduced organizations to the idea of tracking projects that reduce GHG emissions and provides motivation to develop ways of calculating GHG reductions.  It provides a way to collect and share information about GHG reduction projects across a wide range of industries throughout the country.  It also asks reporting organizations to disclose the names of other entities that might have reason to claim GHG reductions from the reported projects.  This helps prevent double counting credit, e.g. reduced electricity use at the retail level also not being claimed as a credit at the wholesale level.  

These benefits provide an initial foundation from which to build such a system that has practical real-world application.  In order to build such a system from the 1605(b) program, some fundamental changes must occur.

Mandatory reporting

Mandatory reporting is necessary to ensure all sources of GHG emissions are counted.  The current 1605(b) program is voluntary, which was appropriate for an early effort to introduce organizations to the concept of tracking emissions and reductions.  However, with massive gaps of information from within the electricity generation sector and with entire sectors of the economy missing, it cannot provide the comprehensive basis for full accounting.  It also limits the flexibility for implementing a broad array of GHG reductions in the most cost-effective way if many or most GHG emitting entities do not participate in the program.  

Report Entity-Wide GHG Emissions, Not Just Select GHG Reductions

Entities must report their entire GHG emissions inventory, not just GHG reduction projects.  In order to be truly effective in evaluating the overall GHG impact, the reports needs to cover all emitting activities of the entire reporting entity.  SCL's 1605(b) reports only cover GHG reductions and not entity-wide emissions at this time.  Because we are actively documenting our entity-wide emissions, we know these two reports are fundamentally different and disconnected.  As a result, any company could show reductions while their overall emissions are increasing.  And that is exactly what is happening, much to the discredit of the 1605(b) program.

This is the primary criticism about the limitation of the 1605(b) program.  All of the 1605(b) participants list their GHG reductions, yet the majority of participants have overall emissions increasing.  And participants use the program to highlight and credit efforts on emissions reductions.  While we want to credit reductions, it is meaningless if overall emissions are increasing.  

Full Disclosure in Reporting

GHG reporting is new and complex with many details and intricacies.  To provide any credibility to the process of evaluating GHG emissions and reductions, there must be full disclosure.  

SCL created an advisory committee to help create and evaluate our GHG emissions inventory.  We then had an independent verification of the inventory.  In the absence of independent certification of GHG emission and reductions, and to provide meaningful credibility, the public must be given full access to the raw data.  Even with third party certification, reporting methods should try to maximize the transparency and full disclosure of the data behind the reported emissions inventory and reductions.

Uniform Application

State-level registries are being developed in at least 10 states.  More are expected.  The Department of Energy should try to find the common elements of these registries and the 1605(b) reporting process to develop a uniform reporting methodology.  The GHG Protocol is emerging as such a uniform approach.  We have used this methodology to evaluate our own emissions.  We find that there are gaps in this methodology, especially for the electric utility industry.  We are working with the GHG Protocol developers and other utilities to help address these gaps.  SCL is not attached to this particular methodology but does believe that we must ultimately find a uniform approach for the entire country.

GHG "Intensity" Measure

The GHG Intensity measure likely will not reduce overall US GHG emission levels.  The U.S. economy continues to become more efficient in use of fossil fuels, and therefore, the intensity measurement improves.  However, total emissions continue to increase with growing energy demand.  Some analyses show the President’s plan leads to an increase in emissions by 40 percent over 1990 baselines.  By contrast, scientists generally agree that 60 percent reductions below 1990 levels are needed to stabilize the climate.  The President's plan is significantly short, maybe 100 percent short, of protecting the global climate.

The GHG intensity measure also may penalize utilities that begin with lower GHG intensity.  For example, SCL has a large hydro resource base, but it is unlikely that new large hydropower plants will be built, so our hydro base will not expand.  If we add a new efficient natural gas plant to our resource portfolio, that action will actually result in an increase in our GHG intensity.  However, a utility that has been heavily dependent upon a high emission resource, such as coal, and makes the same choice to add a new efficient natural gas plant to its portfolio will see its GHG intensity decrease.  Different results from the same action indicate a problem with the measure.  

Miscellaneous

Caps on Emissions is Essential
Unless a limit is set on GHG emissions, it is likely that they will increase.  The 1605(b) program provides evidence to that effect.  A cap on emissions is the best way to guarantee an end to continued increases in emissions.  The cap should be decreased over time to ensure reductions.  A broad and inclusive trading system within the cap can maximize economic efficiency and foster develop of solutions to GHG emissions.  

Broad Participation in Emissions Trading

Allocation of emissions allowances under a Cap and Trade system, as reviewed in Congressional hearings on the Four Pollutants bill, should not be limited to GHG direct sources only, e.g. electric power generators.  That approach would undermine the larger potential for efficiency gains, and the associated emissions reductions, at the retail level of the end user.  

If only generators get emissions credit then the demand side programs (industrial, commercial and residential utility customers) cannot get credit for reductions in electricity because somewhere upstream a generator reduced their output and counted it for credit, thus double counting.  The Chicago Climate Exchange has stated that they will not recognize demand side conservation / efficiency because of this double counting.  Carbon brokers also have stated that future cap and trade regimes with limited allocation allowances will create double counting and negate credit for this retail conservation and efficiency in the open markets that are developing.  Already, some demand side energy reduction projects are not being recognized.  Many utilities, such as SCL, and their customers have made considerable investments in energy efficiency and there is significantly more potential for further reductions in retail electricity use.

Criteria for GHG Offsets 

GHG Offsets should meet a minimum set of criteria to ensure that they are valid and will make a real difference in GHG emission levels.

1) Get to the Source of GHG Emission

Reducing the use of fossil fuel, through efficiency and renewable resources, is the first source of GHG Offsets.  This is a policy priority for Seattle as stated in Council Resolution 30359.  Projects that result in less fossil fuel use should be given first priority for offset credit.   

2) Focus on Domestic Projects

International projects may play an important part in the global reduction of GHG emissions, but local action in the United States is critical to achieving our GHG reduction goals.  The United States produces nearly one quarter of all global GHG emissions yet comprises only 4 percent of the world populations.  We must do our share to reduce our disproportionate amount of GHG emissions.

It appears that the case is being made for allowing the purchase of cheap overseas offsets by U.S. companies rather than actually changing the GHG emissions domestically.  SCL has supported pursuing local projects, both to encourage local economic benefits and get to the source of the problems - including inefficient use of electricity.   In fact, SCL has found through our work to mitigate for GHG emissions that there are many U.S. GHG reduction projects priced competitively with international projects.  Domestic projects are much easier to monitor and verify compared to international projects, and provide a way to encourage efficiency here at home.

3) Discount the Value of Carbon Offsets that have Delays

Some carbon offset projects reduce or sequester emissions over long periods of time.  For example, some carbon sequestration projects from planting trees accrued the benefit over 50-100 years.  But the emissions they are suppose to be compensating or mitigating for have impacts now and long into the future.  Therefore, to the greatest extent possible, priority should be given to projects that reduce emissions in the near-term.  SCL recommends discounting the value of long-term GHG reduction projects and we apply this principle to our carbon offsets. 

Early-Action Credit Under Future Regulations

SCL has a 25-year history of conservation, has made significant investments in renewable resources, and now is investing in carbon offsets to mitigation for all of its GHG emissions.  Of course we hope to get credit for many of these actions when future state or federal regulations go into effect.  Providing credit to SCL, other utilities, governments and private companies will become an essential element under future GHG regulatory regimes.  While we expect to receive some credit for our actions, we understand that grandfathering all actions can render regulations meaningless.  We recommend three guiding principles.  

First, credit should be given to entities that have clearly tried to strive beyond the status quo.  Second, grandfathering must be balanced to ensure that the gross emitters do not avoid their primary responsibility to reduce their disproportional contribution to GHG emissions.  Finally, any credit for early action must be placed within the context of a regulatory system that ensures overall emissions are reduced.

Thank you for the opportunity to comment on the 1605(b) program and the related issues.  We look forward to seeing the results of your public comment.

Sincerely, 

Nancy Glaser,

Director

Strategic Planning, and

Environment & Safety

Cc:
Gary Zarker, SCL Superintendent


Bob Hennessey, Seattle’s Office of Intergovernmental Affairs

PAGE  
4

_1058348402

