February 17, 2004

Honorable Robert G. Card

Under Secretary for Energy, Science

   and Environment

U.S. Department of Energy

Forrestal Building

1000 Independence Avenue, S.W.

Washington, D.C. 20585

Re:
Proposed Revised General Guidelines for Voluntary Greenhouse Gas Reporting
Dear Under Secretary Card:

PG&E Corporation (PG&E) is pleased to offer the following comments regarding the proposed revisions to the General Guidelines for governing voluntary reporting of greenhouse gases (GHG) under the Energy Policy Act of 1992.  

PG&E has reported GHG emissions and reductions to the DOE 1605(b) since the program’s inception in 1995.  PG&E applauds DOE’s efforts to improve the 1605b Guidelines.  We support the proposed criteria intended to ensure more accurate and comprehensive emission reporting, which represents an important step toward achieving the President’s goals of baseline protection and creation of transferable credits.  However, we urge DOE to consider several changes to the proposed 1605b Guidelines.  

First, PG&E requests that the Guidelines recognize valid reductions that took place during the 1990s.  We urge you not to penalize early adopters.  In particular, the Guidelines should recognize and allow registration of emissions that were avoided from energy efficiency, increased purchase and delivery of renewables, fuel switching, shutdowns, retrofits and other operational improvements, etc.  

Second, the proposed ten thousand ton De Minimis emission threshold is unnecessarily burdensome.  For example, as currently proposed, the Guidelines would require PG&E to track close to 100 % of its emission sources.  PG&E recommends that the DOE consider adopting the De Minimis provisions found in the California Climate Action Registry (CCAR) Protocol (available at: http://www.climateregistry.org/PROTOCOLS/).

Third, we recommend that future 1605b Notices include a more detailed discussion of the proposed differences between 1605b and other state, national and international quantification and reporting protocols.  We realize that harmonization between the various protocols is challenging.  However, a discussion of the proposed differences is important for reporting entities, including PG&E, which participate in multiple greenhouse gas registries.  

Finally, we recommend that the final Guidelines require independent verification of emissions reporting, in order to build credibility.

PG&E appreciates DOE’s hard work in developing the proposed revised General Guidelines for voluntary greenhouse gas reporting and thanks you for considering this request. We look forward to continuing to work with DOE in the development of these revised guidelines.  Our specific comments on the draft Guidelines are attached.

Sincerely,

Attachments

cc:  

Kyle E. McSlarrow

Deputy Secretary, DOE

Vicki A. Bailey

Assistant Secretary for Policy & International Affairs, DOE

Margot Anderson

Deputy Assistant Secretary for Policy Analysis, DOE

Margot.Anderson@hq.doe.gov
Larisa Dobriansky

Deputy Assistant Secretary for National Energy Policy, DOE

larisa.dobriansky@hq.doe.gov
Mark Friedrichs

PI-40

Office of Policy and International Affairs

U.S. Department of Energy

Room 1E190

1000 Independence Ave., SW

Washington, DC 20585

1605bgeneralguidelines.comments@hq.doe.gov (electronic submittal)

PG&E Corporation’s Detailed Comments on US DOE's Proposed 1605(b) Guidelines

The detailed comments below are presented in the order that the topic appears in the preamble to the proposed General Guidelines.  In the comments presented below, the relevant section number in the Guidelines, as contained in the Federal Register PDF Notice, is referenced with square brackets [ ].  Excerpts from the Guideline are in italics.  

1. [I.A and II.J] Registering Credits for Emission Reductions from Initiatives Prior to 2002

According to Sec 1.A of the proposed Guidelines, one of the ten recommendations (developed by four federal agencies) for improving the greenhouse gas reporting program was to “develop a process for evaluating the extent to which past reductions may qualify for credits”.  On the other hand, Section II.J of the Guidelines also states that “To focus the program on current and future efforts to reduce greenhouse gas emissions, entities would be permitted to register only those emission reductions calculated using a base year no earlier than 2002 (or base period of up to four sequential years ending no earlier than 2002)”.  Clearly, the latter precludes past reductions from qualifying as credits, which is inconsistent with one of the recommendations developed by the four federal agencies.

PG&E Corporation has for many years participated in two federal programs that were initiated by the USEPA for the sole purpose of reducing GHG emissions:  (1) Natural Gas Star, and (2) SF6 Emission Reduction Partnership.  We are concerned that PG&E’s GHG emission reductions under these two programs would not be eligible for registration under the proposed Guidelines.  This penalizes the businesses that collaborated with the federal government to take early voluntary action to reduce greenhouse gas emissions.  It also undermines the credibility of similar voluntary reduction programs conducted by other federal agencies.  In addition, punishing early actors could be a disincentive for further participation in voluntary environmental programs across the board.

Furthermore, over the past ten years, PG&E had also undertaken other climate friendly initiatives such as:

· Natural gas energy conservation

· Electrical Demand Side Management

· Use of natural gas powered vehicles

· Use of electrical powered vehicles

· Increased purchases of renewable energy

· Energy Star

· Fuel switching

These initiatives generated real emissions reductions that were created under an accurate, verifiable, and transparent process.  PG&E should be able to register some or all of these past reductions.  Furthermore, precluding pro-active entities such as PG&E from registering past reductions penalizes them for their long-standing environmental stewardship.  PG&E would have to demonstrate further reductions from a relatively “clean”, post-2002 baseline year, whereas entities that failed to act since 1990 can demonstrate sizable reductions with substantially less capital expenditure and with only minor operational changes.

2. [II.B] Defining Reporting Entities 

For utilities, like our subsidiary Pacific Gas and Electric Company, that provide both electricity and natural gas, some infrastructure is shared.  For example, fleet vehicles are commonly used to service both gas and electric structures and equipment.  Since the technical guidelines have not been released yet, it is unclear whether intensity metrics available will necessitate reporting entities along sector boundaries. When the intensity metrics are finally specified, it may require significant additional effort to determine what effect different metrics may have on our emissions inventories. The effort may or may not be worthwhile due to the added burden of using intensity metrics to qualify our emissions inventory.

2.  [II.C] Defining Entity Boundaries

The Guideline states that “reporting entities would have to provide an ‘entity statement’ that meaningfully defines the operations and facilities (such as office buildings or vehicle fleets) covered by their entity-wide reports, and the greenhouse gas sources and sinks encompassed by these operations and facilities.”  

The California Climate Action Registry (“CCAR”), of which PG&E is a charter member, also requires entity-wide emission reports.  GHG emissions from an entity like PG&E are primarily from power plants and compressor stations, and not from office buildings and vehicle fleets.  Specifically, our current estimates indicates that PG&E Corporation’s indirect emissions from office buildings, business offices, and maintenance shops, and direct emissions from vehicle fleets constitute less than 4% of our 2002 GHG emissions (these emissions exclude methane).  Although office buildings and vehicle fleets are part of the PG&E entity, PG&E and similar entities should not be required to list each office building, business office, or maintenance shop, or individual license plate numbers and vehicle identification numbers for its vehicle fleet.  It is not clear how this level of detail would enhance the credibility of its reporting.  Instead, we urge DOE to specify a reasonable threshold emissions level below which extensive physical details for that portion of the entity are not required.  

We advise the DOE to adopt the CCAR and/or the GHG Protocol approach to defining structural changes and how to adjust baselines in accordance with structural changes.  The CCAR general reporting protocol is available at: http://www.climateregistry.org/PROTOCOLS/.

In the CCAR General Reporting Protocol, significant structural changes are defined (see chapter 3 of CCAR General Reporting Protocol).  The CCAR Protocol also specifies how an entity must adjust its baseline.  Since emission reductions are most likely to be calculated from a baseline, it seems appropriate to have details regarding how to appropriately adjust a baseline in accordance with structural changes.  

3. [II.D and II.O.2] Significant Emission Sources and “Treatment of Certain Small Emissions”

According to Section II.D of the Guidelines, “An entity-wide inventory would need to cover all significant (determined by share of total emissions or absolute quantity of emissions), anthropogenic greenhouse gas emission sources within the entity’s defined boundaries.”  In Section II.O.2, the Guideline proposes various emission thresholds for “emissions that are likely to be especially costly to monitor and report, but which would have little effect on the total emissions or emission reductions reported”.   The proposed thresholds are expressed in terms of percent and in terms of CO2 equivalent emissions.

PG&E encourages DOE to further develop the concept of “significant emissions”.  To ease the administrative burden of tracking emissions from many small sources within an entity, PG&E encourages DOE to consider a De Minimis emissions threshold, which would be defined consistently with the CCAR.  The De Minimis would be  “a quantity of GHG emissions from one or more sources, for one or more gases, which, when summed equals less than 5% of an entity’s total emissions.”  De Minimis emissions, in turn, leads to the concept of “material” emissions, which are defined as “any emissions of GHGs that are not De Minimis in quantity when summed up across all applicable sources of the participating entity.”  In other words, only 95% of an entity’s emissions need to be reported.  

In the first year of reporting an upper bound estimate of emissions for each De Minimis source would need to be provided in order to demonstrate that the De Minimis emissions constituted less than 5 % of total entity wide emissions. 

5. [II.F] Entity Wide Emission Reductions

The term, “to the maximum extent practicable” is not well defined.  PG&E requests the DOE to clearly delineate in the Technical Guidelines which criteria will be used to assess what is practicable.

6. [II.G] Guidelines for Small Entities The Notice states that a wind facility selling its power to the grid is presumed to generate emission reductions.  Although the generation of electricity from a wind facility provides air quality benefits versus generation from a fossil fuel fired facility, it is difficult for that wind facility to quantify, accurately, what those benefits are – which fossil fuel fired facilities are being displaced by virtue of the wind generation.  The concern is that, while the wind facility is claiming greenhouse gas reduction benefits, those fossil fuel fired facilities that were displaced will also show emission reductions and will be registering those simultaneously.  Perhaps the best way to manage this issue is by requiring the entity that reports on the greenhouse reduction to hold the rights to the greenhouse gas emissions attribute. Addressing the reporting issue in this manner will avoid the potential of “double counting” the emission reduction.   

PG&E believes that a threshold of 10,000 tons to distinguish between large and small entities does help make an important distinction, because it is likely that a large majority of the real reductions that accrue in the future will come from “large” entities.  Other ways to distinguish between participants would be by distinguishing between biological and non-biological sources or some other distinction that separates less quantifiable emission sources and sectors from the more quantifiable sectors.

7. [II.H] Emission Reduction Calculations

The DOE approach uses intensity metrics as the test by which to determine whether reductions can be registered.  This approach represents a significant departure from an approach that has long worked in California and elsewhere, and we urge DOE to modify its approach.

Excluding emission reductions associated with reductions in output changes the way in which pollutant emission reductions have long been calculated under the federal Clean Air Act.   Under the CAA, shutdowns are allowed to receive credit. Some of the most credible historical emission reductions are those associated with emission reduction credits issued to facilities under the CAA.  This is because the CAA places a high emphasis on verification of the data used to claim the reduction.  Many of these reductions are from absolute emission reductions without regard to intensity.  The principle of “no net increase” under the clean air act means that project proponents must offset increases from their projects and reductions get credited to those responsible for the reductions.  This is a simple, straightforward and proven way to ensure continuous reductions in emissions over time.  PG&E recommends that the DOE consider simplifying its approach by eliminating its approach based on intensity metrics and instead adopting an approach more in line with the approach used in the clean air act.  

It is hard to comment on this section without first reviewing the output indicators which are slated to soon be published in the Technical Guidelines.  Requiring an intensity reduction ignores potentially huge absolute emissions reductions, even if those absolute reductions result in minor intensity increases.

Other reductions that should be addressed within DOE’s guidelines include reductions associated with energy efficiency and conservation.  

The California Energy Commission recently estimated that the California renewable portfolio standard would result in a 60 million ton/year reduction in CO2 emissions associated with power delivered by California utilities.  Whether investor owned utilities are mandated (by a state or local agency) to purchase this energy or not, the resulting reductions in emissions of CO2 should be registered – local mandates should not limit DOE’s ability to design the best system possible.  The significance of the potential reductions and the validity of our claims to the attributes is a strong incentive for the DOE to take action and clarify that increased deliveries of renewable energy may be registered.

PG&E recommends that DOE consider allowing utilities, which are increasing their purchases and deliveries of green power, to register reductions as compared to what would have otherwise resulted (using the prior year’s grid average lbs/KWh CO2).  This is the most effective way to handle responsibility for recording reductions because it is clear in the power purchase contract which entity has the right to, or holds, the attribute.  PG&E, as the load serving entity, understands the composition of its generation supply portfolio, in terms of percentage renewable, percentage natural gas, etc.  Using existing contracts and contract rights as they pertain to attribute rights to form the basis of reporting responsibility will ensure that what is being reported is being reported accurately and only once.  When designing these guidelines, DOE should, when possible, allow existing business practices – such as contract rights and responsibilities – to inform decisions.

Finally, regarding project based reporting, PG&E has several comments.  In the past, the sharing of information related to successful projects has been useful.  The availability of project-based information can help other entities duplicate successful efforts, regardless of whether either of the entities is reporting on a project or entity-wide basis.  Most of the best solutions to reducing GHGs have yet to be discovered.  Sharing and helping convey this type of information to other reporting entities and other companies in the same sector or with similar potential for conducting the same type of project would help promote cost effective and timely emission reductions by many rather than a few.  

There is much useful information to be gained from rating the success of project-based projects, but the relevance of these reductions to entity wide reductions remains in question.  If entity wide emissions are known, then everyone knows whether an actual emission reduction occurred within the reporting entities reporting boundaries.  The registered reduction should be based on the difference between the reported entity-wide emissions and the reported base year emissions.  Allowing project-level emissions to be registered in the absence of the entity-wide emissions would create an opportunity for abuse.  Again, project level reporting should be allowed but only to help convey and publicize the most effective means of reducing GHGs.  Project-based reductions should not be a basis for registered emissions.

8. [II.I] Verification of Reports

· “Guidelines would encourage, but not require, independent verification”

The self-certification provision in the proposed Guidelines fails to address the previously and widely expressed concerns targeting 1605b reporting – that the reported emissions reductions (and therefore the emissions) were not real.  

PG&E recommends that DOE adopt a verification standard similar to the one in use by the CCAR.  For utilities in particular, third party verification is not as burdensome as it may sound, because much of the emissions data is well documented and audited before it is included in SEC and FERC filings.  

Emissions that have been verified in accordance with stringent protocols, such as those of the CCAR, should not need to re-verify their reported emissions in order to be registered by the DOE.  Likewise, the 1605b Guidelines should reflect that data taken from audited FERC and SEC filings meet a higher standard. 

Those entities with the largest potential reductions are the most likely not to be burdened by a requirement to independently verify their emissions claims.  Many entities will eventually make claims based on data included in the 1605b database.  To the extent that claims are being made on emissions that have merely been self-certified, there is a greater potential for abuse and fraud.  Invalid claims based on 1605b data could undermine the credibility of the 1605b data in the market place and discourage voluntary participation. PG&E believes that independent verification is a very good means of ensuring quality control and recommends that DOE require it for all reporters - small and large.  

9. [II.L] Registration of Emission Reductions

This section states DOE’s goal of ensuring that “all entities have an equal opportunity to register emission reductions under the new program.”  We believe that disqualifying historical emission reductions from being registered is inconsistent with this stated goal.  Restricting registered emissions to year 2003 and later years makes it more difficult for early movers to register emission reductions in the future because fewer cost effective reductions are likely to remain.  Technically valid reductions should be eligible for registration, regardless of which post-1990 year in which they were generated.  Allowing registration of reductions occurring in the 1990s would not interfere with DOE’s plans to report on the progress towards meeting the President’s intensity goal (base year 2002). 

12. [II.O.1] Entity-wide v. Sub-Entity or Project-only Reporting

Section II.O.1 states:  “Under the revised Guidelines, most reporters would be able to register emission reductions only if they could demonstrate they had achieved a net reduction in their total emissions, relative to their physical or economic output”.  Further along in the same paragraph, the Notice states: 

“In addition, the proposed Guidelines would continue to provide a mechanism for large emitters to report, but not register, the reductions resulting from individual actions or projects affecting a part of the entity’s emissions, even if they could not demonstrate that they had achieved a net reduction in their total emissions, relative to their physical or economic output”.   
PG&E is in the business of both electric power generation and transportation of pipeline natural gas.  They are not entirely independent of each other.  For example, the fleet can be shared between each of these business types.  Some of our facilities share both gas and electric operations and administration.  Electricity use (indirect emissions) at these shared facilities may be difficult to categorize according to the business activity they support.  Thus, the requirement to measure and report intensity metrics in addition to absolute emissions likely unnecessary impediments to emissions reporting. 

For the power generation part of the business, kilowatt-hours is clearly an important measure of physical or economic output.  As discussed below, lbs of GHGs per customer connection (by customer type – i.e., residential, commercial, industrial) is an even more useful metric because it is a measure of both the environmental quality of the delivered energy as well as the effectiveness of a utility’s energy efficiency programs.  The climate challenge must be addressed at both the supply side and the demand side.  A single metric - lbs/customer – collectively measures the overall effectiveness of a utility in reducing the environmental impacts associated with the product it sells.  In advance of the release of the Technical Guidelines for comment, PG&E therefore recommends that DOE include this metric among its list of intensity metrics to be addressed in the Technical Guidelines.

For the transport of pipeline natural gas, however, the measure of output is not clear.  It could be mass of gas transported annually or volume of gas transported annually.  Metrics are best developed after the methodology for quantifying emissions has been identified.  

Furthermore, PG&E has undertaken other emission reduction efforts for which the physical or economic output is not related to kilowatt hours generated:

· SF6 Emission Reduction Partnership

· Use of electric powered vehicles

· Use of natural gas powered vehicles

Although all of PG&E’s reductions can be represented in tons of CO2 equivalent, PG&E is concerned that under the new Guidelines, due to the unclear implications of the increased use of intensity metrics, PG&E may be precluded from registering these reductions because there is no common entity-wide metric for its broad range of emission reduction initiatives.  PG&E has at least several measures of physical/economic output that the Guidelines should recognize.  The proposed intensity requirements complicate our ongoing efforts to quantify and report absolute emissions.  

Allowing emitters to register their project level reductions without having to register their entity wide emissions creates a credibility gap in the reporting program.  This could undermine the value of the registered data.  For this reason, PG&E encourages the DOE to make entity-wide emissions reporting a pre-requisite to registering reductions.

13. [II.O.2] Treatment of Certain Small Emissions

This section sets a De Minimis threshold of 3 % of total emissions or 10,000 tons, whichever is smaller.  10,000 tons represents less than 1 % of our entity wide [non-methane] GHG emissions.  This is the single most burdensome aspect of the proposed DOE Guidelines.  PG&E strongly recommends that the DOE consider revising this provision to conform to the standard specified in the CCAR General Reporting Protocol.  The CCAR protocol De Minimis threshold is 5 %.  There is no absolute threshold.  This provision seems to work well for utilities and power generators.

The procedure for determining De Minimis appears to be different for reporting entity-wide emissions vs. registering emission reductions.  PG&E recommends that any differences in what constitutes De Minimis be clarified in the final rule.  

14. [II.O.3] Excluding the Effects of Changes in Output on Emissions

Section II.O.3 of the Guidelines reads “The proposed Guidelines would strongly encourage the use of emissions intensity indicators as the basis for calculating emission reductions and would require that any method used to calculate emission reductions ensure that reductions caused by declines in the reporting entity’s output be excluded.  This would require entities to develop useful physical (and/or possibly economic) indicators of the output associated with the emissions being assessed.  For power generators supplying electricity to the grid, the preferred measure of output is clear: kilowatt hours.”

As mentioned above, PG&E provides gas and electric services and products and some of our GHG emissions are associated with both gas and electric operations.   To reiterate, lbs of GHG emissions per customer is a good complementary metric to lbs/KWh.  This metric reflects BOTH our efforts to deliver the cleanest energy available AND our efforts to make our customer’s use of our product as efficient as possible.  PG&E recommends that the DOE seize the opportunity to influence both demand side and supply side GHG reductions.

The magnitude of the emission reductions that result from conservation and efficiency efforts is worthy of special consideration as the Guidelines are revised. In 2001, California experienced a significant energy crisis.  The response was to conserve truly remarkable amounts of electricity.  The Lawrence Berkeley National Laboratory issued a report in 2002 (http://eetd.lbl.gov/ea/EMS/reports/49733.pdf) that described these extraordinary efforts. The report states, "Adjusted electricity sales (GWh) decreased by . . . more than 16,400 GWh over the entire year." Using the DOE CO2 emission factor for California, these energy savings resulted in an emission reduction of approximately 5 million tons compared to what would have otherwise been emitted.  
15. [II.O.3] Excluding the Effects of Changes in Output on Emissions

The Guidelines state, “it is also important to ensure . . . that electricity-related emissions and emission reductions are not double counted . . . To avoid double counting, the proposed General Guidelines would require users to distinguish between the “indirect” emissions associated with electricity purchases . . ..”  

World Resources Institute’s GHG Protocol accounts for electricity purchases differently if the electricity is transferred rather than merely purchased and used.  In this way, the end user of the electricity remains responsible for reporting indirect emissions associated with electricity that they use.  The DOE Guidelines do not appear to distinguish between electricity use and electricity purchases.  PG&E recommends that the DOE consider adopting the WRI protocol for accounting for indirect emissions from electricity use.  
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