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       Gas Reporting

Dear Mr. Friedrichs:

The New Jersey Department of Environmental Protection (NJDEP) appreciates the continued opportunity to comment and provide input on the process of improving the current Voluntary Greenhouse Gas Reporting Program (VRGGP) under section 1605(b) of the Energy Policy Act of 1992.  

NJDEP recognizes the potential benefits of encouraging large industrial and commercial emitters to voluntarily report emissions of greenhouse gases.  To support voluntary reporting efforts, NJDEP is collaborating with other states on the creation of a regional greenhouse gas registry and reporting protocol.  

However, the 1605(b) program has clearly demonstrated that voluntary reporting alone is not enough to spur significant reductions in greenhouse gas emissions.  The electric power sector has historically been the most active reporting sector under 1605(b), yet annual greenhouse gas emissions from the electric power sector have increased by 25% since 1990.1 
While not within the scope of revisions to the 1605(b) program authorized by the Energy Policy Act of 1992, NJDEP supports federal legislation requiring mandatory greenhouse gas reporting.  Recognizing that mandatory actions must be taken to achieve meaningful greenhouse gas reductions, New Jersey will require large stationary sources to report emissions of CO2 and methane beginning in 2004 (N.J.A.C. 7:27-21).2  New Jersey is also actively participating in the development of a mandatory regional carbon cap-and-trade program for the electric power sector through the Regional Greenhouse Gas Initiative (RGGI).

While NJDEP believes a mandatory reporting program is necessary, a rigorous national voluntary reporting protocol could complement the regulatory and voluntary initiatives being pursued by New Jersey and other states.  A national registry would create a more efficient reporting mechanism for companies with multi-state activities, make national corporate entity-wide emissions information readily available to the public, encourage corporate entities to take early action to reduce their U.S. greenhouse gas emissions on an entity-wide basis, and inform future federal greenhouse gas policy.  A robust national reporting protocol would improve the validity of reported emissions data, reduce reporting transaction costs for participants, and improve the comparability of data reported across regions. 

With these general goals in mind, NJDEP appreciates the Department of Energy’s efforts to improve the 1605(b) reporting program.  However, we find several aspects of the proposed General Guidelines significantly lacking and cannot support the proposed General Guidelines in its current form.  The current proposal is unlikely to achieve the administration’s goals of registering “real emissions reductions” and effectively promoting “real” greenhouse gas emissions reductions through voluntary actions.3
Furthermore, if adopted as a national model, the deficiencies in the proposed 1605(b) General Guidelines could damage state and regional efforts to create effective, rigorous greenhouse gas reporting protocols.  We believe that the Department of Energy should fully engage the states and regional organizations now developing greenhouse gas registries and reporting protocols so as to incorporate the lessons being learned at the state and regional level into any revisions of the 1605(b) reporting program.

NJDEP provided earlier comments in response to the first request for comments published in the Federal Register (Vol. 67, No. 87, Monday, May 6, 2002).  Those comments focused on the need for improvement in methodology and verification protocols for determining baselines and direct and indirect emissions reductions, and in particular supported the use of marginal emission rates for estimating emissions reductions due to reductions in end-use electricity usage.  These comments build upon those prior comments and address the perceived inadequacies of the proposed revised 1605(b) Guidelines.  The following attached comments address the issues raised in the most recent Federal Register Notice (Vol. 68, No. 234, Friday, December 5, 2003).

Thank you again for the opportunity to provide comments on the proposed revisions to the 1605(b) Voluntary Greenhouse Gas Reporting program.

Sincerely,

Jeanne Herb

Director, Office of Policy, Planning and Science

cc:

New Jersey Department of Environmental Protection Comments on Proposed Revisions to DOE 1605(b) Voluntary Greenhouse Gas Reporting Program

1. Issues Related to Basic Approach

A. DOE Legal Authority 

NJDEP questions the legal authority of DOE to guarantee future emissions reductions or baseline protection for use in meeting future regulatory requirements, which was outlined by the administration as the major purpose of revising the 1605(b) program.4  Such specific claims should not be made without new legislation.  However, a substantially improved 1605(b) program could support the growth and viability of a private market for certified transferable emissions reduction credits and inform the development of future federal legislation.

B. Mass-Based Emissions Reductions vs. Emissions Intensity Reductions

A focus on reducing emissions intensity rather than net absolute emissions reductions is counter to the administration’s intent to encourage companies to register “real emissions reductions” through a revised 1605(b) registry.5  The use of emissions intensity as the default emissions reduction metric would continue to undermine the environmental integrity of the 1605(b) program, which has already been widely criticized.  Furthermore, emissions reduction credits derived from emissions intensity reductions based on CO2/$ economic output rather than CO2/unit of production would create emissions reduction credits that would not be tied to valid emissions trend indicators for many economic sectors.  These emissions reduction credits would also not be acceptable for participation in the flexibility mechanisms (joint implementation and Clean Development Mechanism) under current international climate agreements. 
Given continued economic growth and related increases in production, emissions intensity reductions would not address the environmental mandate to reduce absolute greenhouse gas emissions in order to stabilize the climate.  

To provide a measure of flexibility, these comments do outline proposed provisions for allowing registration of emissions intensity reductions based on CO2/unit of production metrics for certain sectors and industries under limited conditions, as outlined in later sections.

C. Reporting Scope

NJDEP supports requiring entity-wide corporate reporting for companies registering emission reductions.  However, EIA’s definition of entity should be amended to require setting of reporting boundaries in accordance with a company’s business activities and economic form rather than merely its legal form.  Reporting boundaries should conform to a company’s highest-level aggregate assets and activities (holding company level) as reported in its 10-K filing with the Securities and Exchange Commission and be in line with current best-practice financial accounting standards.  In general, NJDEP supports harmonizing the proposed entity boundary and reporting protocol guidelines with the World Resources Institute/World Business Council for Sustainable Development (WRI/WBCSD) Greenhouse Gas Protocol.6
For U.S. subsidiaries of transnational corporations reporting U.S. emissions, these entities should be required to demonstrate that registered U.S. emissions reductions do not result in net increases in international emissions (emissions leakage).

D. Third-Party Certification

Third-party certification should be required for all entities registering emissions reductions, as per standard accounting practice.  Valid and transparent reporting is key to capturing the benefits of a voluntary registry for both reporting entities and the public.  Trading prices for emissions reduction credits that are not third-party certified are likely to be discounted and may not be accepted by many regulatory and private markets.  Emissions reporting for purposes of future liability mitigation may be unacceptable to shareholders without third-party certification.  The public is also likely to question the validity of corporate reporting that is not third-party certified, reducing public confidence in the registry as a whole and the corporate public relations benefits of voluntary reporting through the registry.

Third-party certifiers should be accredited by EIA, based on technical qualifications developed through outside expert guidance.  Before accepting third-party certification of entity emissions inventories and emissions reductions, EIA should determine that the approved third-party certifier has no potential conflicts of interest through other business relationships with the reporting entity.

E. Public Disclosure

All information reported under 1605(b), including all supporting documentation used to substantiate entity-wide emissions inventories and registered emissions reductions, should be made available in a publicly accessible database.  Reporting entities should not be allowed to withhold any portion of 1605(b) filings as trade secrets or other proprietary information.

Verifiable records, including all supporting documentation, should be maintained by EIA as addenda to 1605(b) filings for as long as the entity participates in the registry. 

F. Additionality Requirement

If the intent of the revised 1605(b) reporting program is to provide transferable credits for early actions to reduce emissions (as stated by the administration), there should be an additionality requirement that registered emissions reductions be surplus of incidental emissions reductions achieved through standard business operation and maintenance practices, as defined by business/industry sector.  Protocols for verifying additionality should be developed as a complement to this requirement.  Reporting should include an analysis of project-based emissions reductions and/or dedicated emissions reduction actions at the facility level, filed as supporting material to an organization’s entity-wide emissions inventory.

In addition to the previous criteria, emissions reductions due to a decline in output or a divestment of company assets should not be allowed to be reported or registered as reductions.  Output for these purposes should be defined as product output rather than economic output.

2. Level of Reporting

We support requiring entity-wide reporting of greenhouse gas emissions for entities that register emissions reductions.  Entity-level reporting should include emissions data at the plant/facility level.  Such data will be required in order to compile an entity-level emissions inventory and should be included as publicly available data.  Plant/facility-level data will allow more widespread and meaningful public use of emissions data by allowing disaggregation of the data by business activity, subsidiary, region, and local facility.  Such data is key to providing full public disclosure of greenhouse gas emissions by reporting entities.

Entities registering emissions reductions should also be required to complement entity- and facility-level reporting with project-level reporting that quantifies the discrete projects and/or actions that were taken to produce registered emissions reductions.  These project-level reports should be required to follow an additionality protocol to demonstrate that emissions reductions were due to a discrete project or action additional to regular business operations and maintenance.  Such reporting and additionality requirements will help ensure that emissions reductions are real and provide case study data for entities contemplating similar emissions reduction projects or actions.  Only entities that can demonstrate a decrease in overall entity-level emissions and meet project-level additionality requirements should be allowed to register emissions reductions (unless from an industry sector qualifying for output-based determination of baselines and reporting of emissions reductions, as outlined below).

3. Definition of Reporting Entities

EIA’s definition of entity should be amended to require setting of reporting boundaries in accordance with a company’s business activities and economic form rather than merely its legal form.  Definition of reporting entities should be in line with highest-level entity financial reporting requirements for publicly traded corporations and best-practice financial accounting standards for privately held companies.  Reporting boundaries should conform to a company’s highest-level aggregate assets and activities (holding company level) as reported in its 10-K filing with the Securities and Exchange Commission and be in line with current accepted best-practice financial accounting standards.

Failure to harmonize the definition of entity boundaries and attribution of emissions from jointly held assets with best-practice financial accounting and reporting standards would run counter to the goal of full public disclosure of greenhouse gas emissions by reporting entities.   Baseline protection and future corporate greenhouse gas emissions liability mitigation will likely require harmonization of entity boundaries for greenhouse gas inventory reporting and those outlined in financial accounting reports. 

4. Defining Entity Boundaries

Determination of entity emissions reporting scope, attribution of entity emissions from jointly owned assets, and revision of entity baselines due to changes in corporate structure should follow the protocol outlined in the WRI/WBCSD Greenhouse Gas Protocol.  In particular, entities should be required to report emissions using both management control and equity share approaches, as outlined in the WRI/WBCSD Greenhouse Gas Protocol.

In order to maintain the transparency of the registry and maximize the utility of reported emissions data, emissions inventories and registered emissions reductions should be reported by discrete entities rather than aggregated by trade associations.  Trade associations should not be allowed to register emissions reductions on behalf of member entities.

5. Emissions Reporting

The revised 1605(b) guidelines should prescribe mandatory emissions reporting protocols by industry or economic sector.  These mandatory protocols should outline requirements for developing emissions inventories, methodologies for estimating emissions, methodologies for estimating emissions reductions (project- and action-based), and procedures for monitoring and verification of reported emissions and emissions reductions.  These mandatory protocols should be developed through an expert, consensus-based process.  If a protocol does not exist, reporters should be allowed to submit a proposed protocol, which would be evaluated by independent experts.  If accepted, the reporting protocol would become the 1605(b) reporting protocol for similar facilities/projects.  This effort should rely on the general and sector-specific emissions reporting protocols being developed through the WRI/WBCSD Greenhouse Gas Protocol to the extent practical.

EIA should audit 1605(b) filings to verify that they conform to the revised mandatory reporting protocols.

While these requirements are significantly more onerous than the current 1605(b) reporting requirements, the credibility of a national greenhouse gas registry will be based on the success of developing best-practice greenhouse gas accounting principles. This will ensure the validity, consistency, and transparency of reporting methodology across filings to allow easy comparability of data.  Such comparability will maximize the public disclosure value of the registry. 

A key to the success of this effort is the development of user-friendly, sector-specific reporting tools, such as spreadsheets and software, which would reduce the transaction costs of reporting.  Such tools would also aid in EIA reporting compliance verification and third-party certification of emissions inventories and emissions reductions.

All reporting entities should be required to report mass-based emissions (and mass-based emissions reductions, if reported).  Entities should be allowed the option of reporting output-based emissions and emissions reductions (emissions intensity metrics) in addition to mass-based emissions/reductions for informational purposes.

Entities should be encouraged to aggregate and/or disaggregate emissions data where it aids transparency (e.g., business unit, source type, business subsidiary, state, process, etc.).

A. Treatment of Small Emissions

Entities should not be granted blanket exemption of a certain percentage of emissions, as proposed in the draft Guidelines.  Entities should be required to estimate their de minimis emissions.  Determining the materiality of de minimis emissions requires estimation of these emissions.  Therefore, these estimations should be included in the entity-wide emissions inventory, even if qualified as below a certain threshold.  These estimates and the methodology used should be reviewed as part of the third-party emissions inventory certification process. 

6. Establishment of Emissions Baselines

The question of baselines is directly tied to the intent of the reporting entity and the purpose of the registry.  If an entity is simply reporting emissions as a tool to improve energy and greenhouse gas management practices, the question of how baselines are determined is less important than if the reporting entity seeks certified emissions reduction credits.  In the former instance, the reporting entity may set baselines based on its management and tracking needs (historic, modified baseline, output based, etc.) and the metric(s) desired to track management performance.  However, if the intent is to generate certified emissions reduction credits, the consistency, validity, and environmental integrity of the baselines used to generate emissions reductions reported in a registry becomes paramount.  These comments focus on the latter utilization of baselines.

Historic, mass-based baselines should be used as the default metric for establishing emissions reduction credits, which will ensure that emissions reductions below the baseline are “real” reductions.  This should be the default approach for developing emissions baselines.  The baseline year should be defined as the first year (or average of multiple years) for which a third-party certified emissions inventory exists.

However, given the trend of growth in absolute emissions and the necessity of stabilizing this growth in the short term in order to reduce absolute emissions in future years, it may be valuable to allow output-based reporting and emissions reduction registration for certain industry sectors. Output-based emissions intensity metrics should be measured relative to a distinct, easily tracked product unit (e.g. metric tons CO2/MWh) rather than economic output (metric tons CO2/$million).

If granting such flexibility, the preferred method is to allow output-based reporting for certain industry sectors tied to a benchmarking of industry best practices, which would be used to determine output-based emissions reduction baselines.  These output-based benchmark baselines would be used as 1605(b) baselines for the purpose of determining allowable registered emissions reductions.  These artificial baselines would not be used for emissions inventory reporting. Sector specific output-based benchmarks should be developed through an expert consensus-based process.  

Reductions in emissions intensity relative to industry best practice (the top 80%-90% of industry performance, as an example) would be eligible for registered emissions reductions, given that the entity’s emissions intensity baseline exceeded industry best practice prior to implementing dedicated emissions reductions projects and/or practices.  If an entity reduced its emissions intensity below an identified best-practice threshold (the artificial 1605(b) output-based benchmark baseline), the related mass-based emissions reductions could be registered.  These emissions reductions would be calculated as the difference between the reporter’s emission intensity and the 1605(b) output-based benchmark baseline, multiplied by unit output.

To receive registered emissions reductions, entities would still need to include project-level and/or activity data at the facility level in their entity-wide reporting.  This information would indicate how they implemented dedicated emissions reductions projects and/or actions to reduce their output-based emissions rate.

Best-practice benchmarking would address the issue of additionality and reduce the likelihood that business-as-usual emissions reductions due to standard operations and maintenance practices would qualify for registered emissions reductions.  Setting a benchmark based on industry best practice would also address some of the equity concerns relative to other industry sectors that are only allowed to register mass-based emissions reductions.

This approach should be limited to industries with an easily tracked, single homogenous output or group of closely related relatively homogenous outputs, such as the electric power industry.  This approach should also be limited to those energy-intensive industry sectors that provide basic essential commodities, such as electricity and fuel refining.  Emissions increases in these industry sectors are significantly driven by increases in end-use consumer demand for essential commodities or services, population growth, and other factors such as weather.  

Entities using an output-based metric to determine baselines and report registered emissions reductions should also be required to report their mass-based baseline and annual mass-based emissions for public disclosure and informational purposes.

Modified baselines (estimated future emissions absent an emissions reduction project or action) should not be allowed for entities registering emissions reductions, due to the potential for gaming as demonstrated by past 1605(b) filings and problems in addressing additionality issues.

7. Additionality Requirement for Registered Emissions Reductions

If the intent of the revised 1605(b) reporting program is to provide transferable credits for early actions to reduce greenhouse gas emissions (as stated by the administration),7 there should be an additionality requirement that registered emissions reductions be surplus of incidental emissions reductions achieved through normal business operation and maintenance practices.  Sector-specific protocols for verifying additionality should be developed as a complement to this requirement.  Such additionality protocols should include an analysis of project-based emissions reductions or facility-specific emission reduction actions, filed as supporting material to an organization’s entity-wide emissions inventory.

Only dedicated emissions reduction projects and/or actions additional to standard sector-specific industry operations and maintenance practice should qualify for registered emissions reductions.  (Such projects or actions may be initiated for a purpose other than greenhouse gas reduction, but must be additional to standard operation and maintenance for the respective industry sector.)  These projects and/or actions should be reported on a facility/project basis as a part of entity-wide emission reports.

A majority of past emissions reductions reported under 1605(b) have been achieved through normal business operation and maintenance practices, rather than specific, dedicated greenhouse gas reduction projects or actions.  Such reductions constitute business-as-usual reductions that reflect the continued improvement in productivity and energy efficiency of U.S. businesses and the U.S. economy as a whole.  An example of incidental business-as-usual emission reductions reported under 1605(b) is the maximization of nuclear power plant performance.  Emission reductions due to improvement in nuclear power plant availability and capacity factor constituted 51% of electric power sector direct emissions reductions reported under 1605(b) in 2001.8  Maximizing nuclear power plant availability and capacity factor simply represents standard operation of nuclear power plants (or any baseload generation capacity) and good practice efforts to maximize the value of existing generation assets under standard utility operating practice.  These reported emissions reductions do not represent organizational efforts or discrete projects/actions to reduce greenhouse gas emissions and should not be credited for early action.  These avoided emissions simply reflect the improving emissions intensity baseline of the U.S. economy due to standard investment and operations practice and will be reflected in entity-wide emissions inventories submitted under 1605(b) for the implicit purpose of entity baseline protection.

Dedicated non-project actions beyond standard industry practice operations and maintenance should be allowed to qualify for registered emissions reductions.  An example of such an action might be a defined corporate policy by an electric power generator to commit to the environmental dispatch of its generation units.  Reporting of such actions should include an implementation protocol detailing the scope of the actions on a plant/facility basis and the implementation process.

8. Reporting Indirect Emissions Associated with Purchased Electricity

The 1605(b) reporting program currently allows reporters to calculate indirect emissions and emissions reductions due to end-use electricity usage by applying default average emissions factors or by applying an emissions factor supplied by the reporter.  Given the transaction costs of calculating a site-specific emissions factor, reporters are likely to rely on default emissions factors supplied by EIA.

The current default emissions factors provided by EIA are not valid and should be revised.  The current emissions factors rely on outdated 1992 data that no longer represents regional generation portfolios or power sector operation.  Moreover, EIA relies on average state-based emissions factors that may not accurately represent the emissions profile of regional power pools.

Optimally, marginal emissions factors would be used for calculating indirect emissions due to electricity usage.  However, it is unlikely that such data will exist for many regions in the near future.  EIA should consider using regional marginal emissions factors for 1605(b) reporting as data becomes available.  Using average fossil emissions factors by region could serve as a relatively representative proxy for marginal emissions factors and should be considered.  Emissions factors should be updated annually as new data becomes available.

Given data availability issues, we recommend using e-GRID data to determine regional emissions factors.  Specifically, we recommend using emissions factors for each e-GRID sub-region for 1605(b) reporting.  e-GRID sub-regions consist of one or more power control areas within a single NERC region.  Determining emissions factors by e-GRID sub-region, rather than by state, more accurately depicts regional emissions profiles.  

e-GRID sub-regions generally correspond to distinct sections of the power grid that have similar generation portfolios and emissions profiles.  Reporting by e-GRID sub-region will also lessen the impact of cross-border power imports/exports on the validity of emissions factors, which can be a significant issue when using state average emissions factors in states with large cross-border power flows.

Reporters could determine their location relative to an e-GRID sub-region based on their electricity provider’s service area.  Information matching utility service area or generator location (for reporters with power purchase contracts) to e-GRID sub-region is provided through the e-GRID data browser.  EIA could provide this information in the revised technical guidelines and/or create a searchable database accessible on the Internet.

Current 1605(b) emissions factors and e-GRID emissions factors do not account for line losses and therefore do not represent ultimate emissions due to end-use electricity usage.  EIA should apply an appropriate line loss factor to e-GRID sub-region emissions factors to account for line losses.  Determining and incorporating a line loss factor(s) would be a relatively simple process.

A. Impact of Supply-Side Emissions Reductions on Indirect Emissions Reductions

Changes in the emissions profile of power control areas or regional power pools from the baseline year to the reporting year can impact reported indirect emissions reductions.  Any reported reduction in indirect emissions due to electricity usage should be required to be the result of a reduction in electricity usage, rather than an improvement in the emissions profile of a regional power pool.  An exception to this would be the case of a reporting entity contracting for the purchase of renewable energy, which would avoid emissions due to electricity usage.

Reporting entities should be required to report the regional emissions factor for the baseline year and the reporting year when reporting indirect emissions reductions.  This information would allow the public to determine the emissions reduction impact of the improvement of the emissions profile of the regional power pool relative to the impact of end-use energy efficiency projects/actions.

C. Indirect Emissions Reductions Due to Renewable Energy Purchases

Under the proposed Guidelines, end users would be able to register indirect emissions reductions due to reductions in purchased electricity but would not be allowed to register indirect emissions reductions due to green power purchases, absent a bilateral written agreement to transfer these rights from the generator to the purchaser.  The generator would retain these emissions reductions, despite an implicit or possibly even explicit purchase of the environmental attributes by the electricity end-user through the purchase of a green power product.  (It is unclear whether the proposed language would accept the purchase of environmental attribute certificates as a “written agreement between the entities” or would require an additional bilateral contract between parties.  It is also unclear whether attribute certificates purchased in a market from a third party would meet the definition of an agreement between a generator and an end-user.)

This accounting distinction is arbitrary and inequitable, and does not fully recognize the realities of market trading of power and environmental attributes in a restructured electric power sector.  It would increase reporting transaction costs for end-users, creating perverse disincentives to entities to limit their indirect emissions reduction options to end-use energy efficiency, rather than a portfolio of usage reduction and renewable energy purchase options.  This would be especially limiting for companies or facilities where onsite renewable energy generation was not a viable option.  Moreover, such accounting distinctions would not adequately recognize the many regulatory regimes that allow the market trading of generation attributes to meet renewable portfolio standards and other requirements.

We believe that the primary party that caused the emissions reductions to occur should be allowed to register these reductions.  The same emissions attribution principals should be applied to both end-user actions (physical and financial) that reduce purchased electricity and actions that reduce the carbon intensity of purchased electricity through the purchase of specified renewable energy generation.  

The language in the proposed Guidelines states that the owner of the facility that “generated the emission reductions or sequestration is the entity presumed to have the right to report and register any emission reductions or sequestration” (II. F.).  There are logical inconsistencies between this language and the proposed guidance on emissions associated with electricity generation and use (II O. 4.), which requires entities to report indirect emissions due to end-use electricity purchases.  This reporting requirement envisions that both generators and end-users will report emissions due to electricity generation: generators would report direct emissions and users would report indirect emissions for the same kWh of electricity.  This overlap of reporting presumes that both generators and end-users are responsible for emissions due to electricity generation.  By extension, the responsibility for avoided emissions due to renewable energy resides with both the generator and the end-user purchasing specified green power.

In determining how to attribute emissions reductions due to electricity generation and use among generators and end-users, the proposed Guidelines state that the intent is that “recognition for reductions is given to those entities primarily responsible for those reductions” (II O. 4.).  Unfortunately, the proposed Guideline’s unequal treatment of end-use energy efficiency and renewable energy power purchases runs counter to such intent.

In the electric power sector, determining the primary party to attribute emissions and emissions reductions to is complex, thus the distinction in the proposed Guidelines between direct and indirect emissions.  The proposed Guidelines implicitly acknowledge that responsibility for electric power sector emissions is shared among power generators and electricity end-users.  The proposed Guidelines support the idea that “ownership” of emissions reductions is primarily determined by causation: the party that took the action resulting in emissions reductions is responsible for those reductions.  This is reflected in the fact that entities are required to report both direct and indirect emissions and may register indirect emissions reductions.  The proposed Guidelines also support the attribution of emissions by facility ownership: the owner of a facility is responsible for emissions from facilities it owns and may also claim emissions reductions at (or due to) these facilities.  This is reflected in the fact that power generators must report their direct emissions, even though these emissions are also reflected in the emissions inventories of electricity end-users. 

Determining the relative responsibility of electricity generators and end-use consumers for emissions due to electric power generation is not necessarily straightforward and can be influenced by multiple factors.  The proposed Guidelines cloud this process by failing to resolve dynamic accounting issues and applying referenced emissions accounting principles unevenly.  The proposed Guidelines apply the principle of causation to indirect emissions reductions due to end-use energy efficiency yet apply the principle of facility ownership to indirect emissions reductions due to purchased renewable energy.  In allowing end-users to register indirect emissions reductions due to reductions in purchased electricity achieved through energy efficiency projects and actions, the principle of causation takes precedent.  By contrast, under the proposed Guidelines, the principle of ownership would take precedent in instances where end-users contract with a power provider or marketer to purchase electricity generated by renewable energy.

There inevitably will be interaction between indirect emissions reductions registered by electricity end-users and direct emissions reported and emissions reductions registered by electricity generators.  In the aggregate, reduction in electricity demand by reporting end-users may alter the generation profile of power producers, possibly reducing reported entity-wide emissions by reporting power generators.  Conversely, emissions reduction projects and actions by power generators will alter the indirect emissions reported by end-users and the emissions reductions achieved through end-use energy efficiency projects and actions.

Power system emissions are a function of generator emissions profile, system plant dispatch, and end-user demand.  For a regional power system as a whole, emissions intensity is primarily determined by the generator, which makes fuel choice and capacity decisions within the context of meeting the demand of its service territory (merchant generators make these decisions based primarily on the expected wholesale price of electricity).  These decisions impact the emissions profile of installed generation capacity, which drives emissions/kWh in response to plant dispatch requirements governed by an ISO.  The end-user plays an indirect role by determining the amount of electricity generated and the time of day it is generated, which impacts total emissions, as well as emissions/kWh due to the dispatch of plants needed to meet regional hourly load curves.  

However, where a purchaser specifies certain generation attributes and purchases electricity directly through a power purchase contract with a generator or a power marketer, this calculus is fundamentally altered.  The purchaser, through a contract, directly or indirectly specifies which plants in the power pool will be dispatched (within ISO operating constraints) or utilized (in the case of non-dispatchable renewable energy technologies).  In the case of green power purchases, the purchase often directly supports the financing of specific new generation units, as has been the case with many recent merchant and utility wind power projects.  Thus, the green power purchase impacts both the composition and operation of the regional power system.  As a result, green power purchases will often have a more distinct identifiable impact on power system emissions than indirect emission reductions due to end-use electricity usage reductions.

Given these dynamics, equivalent emissions accounting should be used for end-use purchases of specified green power and end-use energy efficiency projects and actions.  

Since causation for avoided emissions due to specified green power purchases resides primarily with the power purchaser, the Guidelines should presume that the right to register any emission reductions related to these purchases is held by the power purchaser.

An exception to this would be situations where a renewable energy generator sells generic power into a regional spot market, which is then purchased by a utility or end-user as generic system power.  A renewable energy generator could also retain the right to environmental attributes in a power purchase contract with a utility or end-user, in which case the value of the environmental attributes would not be represented in the price of the power.  In both these situations, the right to register emissions reductions due to avoided emissions should reside with the generator, since causation for avoided emissions would reside primarily with the generator.

Notes: 

1. Energy Information Administration, Emissions of Greenhouse Gases in the United States in 2002 (Washington, DC: U.S. DOE, 2003).

2. Facilities located in New Jersey that emit or have the potential to emit any of the following pollutants at the following thresholds will be required to report CO2 and CH4 emissions as of 2004 (2003 reporting year): 25 tons per year of VOCs, 25 tons per year of NOX, 100 tons per year of SO2,CO, NH3, PM10, PM2.5, TSP, or 5 tons per year of Pb.  New Jersey is participating in multi-state discussions facilitated by NESCAUM to develop a Northeast/Mid Atlantic regional greenhouse gas registry.

3. White House, Global Climate Change Policy Book, February 2002, p. 2.

4. Ibid.

5. Ibid.

6. World Resources Institute and World Business Council for Sustainable Development, The Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard (Washington, DC: World Resources Institute, 2001).

7. White House, Global Climate Change Policy Book.

8. Energy Information Administration, Voluntary Reporting of Greenhouse Gases 2001 (Washington, DC: U.S. DOE, 2003), p. 22; See also Daniel Lashof, Reported “Reductions,” Rising Emissions (Washington, DC: Natural Resources Defense Council, 2001).
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