ATTACHMENT

BP Response to DOE NOI Sect III:  Issues for Comment

	A. Issues Related to Comment Scope

	DOE should consider interfaces with other national and/or regional programs to facilitate and harmonize methodologies. BP believes that standardization of calculation methodologies, reporting protocols and core elements of registries currently under development are crucial in the ability to link federal, state and international registries.
BP supports the approach of standardizing methodologies for:

· Entity-wide emissions inventories including both direct and indirect emissions sources, as appropriate,

· Emission reductions projects including capture and geological sequestration of CO2; and

· Emissions avoidance projects, including energy efficiency and product substitution



	B. Issues in the Relationship of the GHG Registry to Other Approaches in GHG

    Reporting

	Consistency is important in minimizing the reporting burden and in promoting wide participation. BP strongly advocates consistency in the reporting requirements between registries in other countries as well as US state and other federal initiatives.  The current DOE procedures allowing for reporting projects undertaken outside of the US, without necessarily including reporting of overall emissions inventories, are fraught with potential for taking double credits on project, or under-reporting actual entity-wide emissions. Consideration should be given to enable the registration of projects outside of the US, which can qualify for “transferable credits.” Necessary safeguards should be built into the program to protect national inventory integrity.

The WRI/WBCSD Greenhouse Gas Protocol is increasingly being accepted as a global general protocol for greenhouse gas (GHG) emissions accounting framework. A separate module concerning the accounting of emission reduction from project activities is currently under development. The API Methodology Compendium provides more specific estimation methods for the Oil & Gas industry.  



	C. Institutional Issues

	· Time Frame of Data Reported:

It is extremely important to ensure flexibility in the choice of a baseline year in order to recognize early action and to encourage others to take early action. Receiving credit for early action is a very significant issue for companies who have set internal GHG reduction targets and met those targets early on. The enhanced GHG Registry should retain data as far back as the existing Registry. The enhanced program should be structured such that new reporting entities have no obligation to attempt to create estimates for past emissions data.


	· Reporting Entity Definition:

The reporting entity definition in the current guidelines is adequate and does not require revision.


	C. Institutional Issues (cont)

	· Level of Reporting:

The reporting entity should have the flexibility to determine the appropriate reporting level.  Reporting entities should not be burdened with providing large amounts of data to the registry.  The data submitted should be annotated with proper references as to the source of the data used for developing estimates.  Back up data should be available on-site or in a central location and made available for verification and/or certification purposes as deemed appropriate. 

If a system of emissions reduction credits is to be created to allow transfer of such credits among entities, those credits need to be verified and/or certified real and permanent. A higher degree of scrutiny might be appropriate if an entity is reporting project reductions but without reporting entity wide emissions.



	· Reportable GHGs:

The DOE should include as a minimum, the six Kyoto gases, or classes of compounds together with their appropriate global warming potential, in order to allow for summarization in terms of CO2 (or Carbon) equivalent emissions. Provisions for a “one-time” showing of non-materiality for any of the six gasses should be available for any reporting entity.  A non-materiality threshold of 1% (in CO2 equivalency terms) of the reporting entity’s emissions is suggested.



	· Indirect Emissions:

Direct and indirect emissions should be reported separately as required by WRI/WBCSD GHG Protocol.  Indirect emissions should be further separated into imports of electricity and heat (WRI/WBCSD GHG Protocol Scope 2) and other indirect emissions arising as a consequence of the entities activities (WRI/WBCSD GHG Protocol Scope 3).  It is important that facility-wide emission inventories and project emission reductions be reported separately. Emission reduction projects could be linked to one or all of the separate categories of the overall inventory.

BP would like to include emission reductions throughout the life cycle and fuel cycle of a project as a basis to meet reduction targets We understand the need to develop credible methodology for this approach. Although widely accepted methodologies are currently unavailable for these categories, BP is ready to work with appropriate technical experts to devise such approaches.  We would like to retain the ability to register these reductions as the science and methodology becomes available, and when we will be in a position to obtain accurate and verifiable emissions estimates for these categories.



	· Avoided Emissions:

Avoided emissions should be treated as equivalent to reduced emissions as long as there is sufficient transparency on baseline definition.  The discussion above about life cycle and fuel-cycle emissions, along with emission reductions associated with energy intensity improvements, are all pertinent to the assessment of avoided emissions. Further work will be required to make such methodologies widely acceptable and credible.


	C. Institutional Issues (cont)

	· Baselines (or reference case) Definition:

Flexibility in the choice of a baseline year is extremely important.  However, the establishment of agreed (in consultation with industry associations) baselines or reference cases for certain project types (multi-project baselines) will simplify the process and reduce “transaction costs”.  In other cases, it may be appropriate to present a project specific reference case.

It may be appropriate to report indexed (or normalized) emissions, but this should be additional to reporting the absolute emissions.  It is likely that multi-project baselines (reference cases) may be based on a “units of output” performance standard.  The appropriate basis for indexed emissions reporting and indexed based performance standards should be developed in consultation with the relevant industry sector associations. It is critical that industries agree on consistent units for reporting of indexed emissions and that DOE requires reporting in these agreed units. 



	· Threshold for Reporting Emissions and for Reporting Emission Reductions:

The important point is materiality. Thresholds should not be set so low so as to create a reporting burden on the larger entities, yet should not exclude smaller entities.  Some sort of tiered approach could be developed to increase participation from the smaller entities thereby increasing the universe of participating sources.  



	· Reduction Activity Reports on Domestic and International Projects:

The DOE should allow reporting of domestic and international projects that may be within or outside the scope of any entity-wide emissions report.  Again, we would like to emphasize harmonization of protocols, linkage of other registries both domestic and international that could promote transactions on a global scale.



	· Transferable Credits and Transferring Ownership of Reductions:

This is an extremely important element of the DOE program. US businesses will be disadvantaged as other nations progress trading mechanisms if these types of mechanisms are not developed as part of a US program. BP believes that registering emission reductions credits from specific reduction projects, or other avoided emissions, could be the basis of creating a system for “Credit Transfer” among registering entities. The DOE should provide a system and mechanism for registering “credit generating” projects or activities by a reporting entity.  Sufficient project/activity description and back-up should be required to establish credibility of the GHG reductions from “credit generating” projects and activities. DOE should establish a system analogous to the SO2 trading system to “account” for these credits and trades of credits between entities – both participants in the DOE voluntary reporting and non-participating entities. This system should be flexible enough to accommodate registration and trading on an international basis.
BP believes that where a market-based approach is implemented, it should address not only the industrial sector, but also make provisions for including the entire value chain (i.e. including consumers’ emissions from end uses of products).



	C. Institutional Issues (cont)

	A market based approach, which includes the full value chain:

· helps to illuminate many highly cost effective opportunities for reducing emissions outside of the industrial sector (ie. in the consumer sector, and outside Annex 1 countries)

· creates the right incentives to industry and commerce to encourage the creation and provision of lower carbon products and services (this is important since the provision of such products and services often leads to increased emissions, which in turn would lead to increased costs in a carbon constrained world)

BP believes that the most effective approach to addressing full value chain emission reduction opportunities is through a system of credits.

A system of credits:

· would redistribute credit for the creation of emission reductions (i.e. compared to an agreed baseline) across the value chain;

· should effect a redistribution of credits in such a manner which positively encourages the creation and provision of low carbon products and services to consumers.

Currently protocols for quantifying emission reduction credits down the value chain are under development (e.g. the WBCSD work). It is important that flexibility to include such value chain credits be provided while this work is underway. Rules for allocation of ownership of such credits are still to be determined – however making provision for the role of credits now will tend to accelerate this process.

In the absence of agreed processes for measuring and allocating ownership of value chain credits, it is recommended that flexibility to report credits be included with provision to include rules on measurement and apportionment at a later date, when agreed processes (e.g. WBCSD guidelines) have been published.
BP stands ready to work with DOE to assist in this endeavor bringing to bear the experience it has acquired in running an internal emissions trading program among all of its business units worldwide.



	· Reporting Joint Activities, Addressing Duplication of Reported Emissions and Reductions, and Ownership:

Joint reduction projects/activities should be reported on both a gross and equity basis. Where equity is different than an entities “ownership” in a project, a description/disclosure of the basis for the difference should be included in the project/activity report. Ownership of emissions and/or emissions reductions or credits is a matter for business negotiation and contract between participating entities and DOE should not play a role in establishing ownership.
Care must be taken – particularly with reporting of indirect emissions – not to count emissions twice (or more) in a baseline inventory. However, reporting entities making a demonstrable reduction in indirect emissions (for example as a result of improvements in imported electricity use or by substitution of “cleaner” site-generated electricity for grid electricity) should be able to register these reductions and establish a record of their ownership of the “credits” arising from such projects/activities.  


	C. Institutional Issues (cont)

	BP has used an equity share approach for reporting of GHG emissions, and in conducting its internal emissions trading system. The joint ownership entity should be allowed to decide ownership of reductions for themselves by providing appropriate verification of terms of agreement or other applicable binding agreement.



	· Verification and Third Party Audit Standards:

The role of the Registry is in the specification of appropriate reporting methods/standards and the level of verification required, and not the actual verification. It should be the responsibility of the reporting entity, through a third party verification process, to provide appropriate verification to ensure that inventory data is free from material misstatement. BP believes that a flexible program, made possible by a level of strict accountability, eliminates the need for conditions that introduce administrative discretion into a decision. 

BP strongly supports independent “third party” verification of the inventory. 



	· Confidentiality of Reported Data:

A reporting entity should not have to waive confidentiality rights and should be able to protect sensitive business information even if it wishes to qualify for transferable credits as long as the reductions are verifiable. The absolute magnitude of the emissions reduced and/or transferred could be made public, as part of the overall transparency of the process.



	D. Technical Issues

	· Measurement and Estimation Techniques:

We do not believe that there is a need to prescribe techniques for measurement and estimation.  Reporting entities should have the flexibility to use their preferred, valid method of calculations.  There should not be forced into a “one size fits all” method, especially across industry sectors.  The API methodology compendium provides more specific estimation methods for the Oil & Gas industry.  DOE should solicit information on GHG emissions estimating techniques from all interested entities, then evaluate for errors in logic without endorsing or prescribing, suitable resources as part of the new program.

There are specific emerging areas where the development of credible estimation techniques is still needed.  These include, but may not be limited to:

· Estimation of capture efficiency for the various CO2 capture methods,

· Assignment of storage stability, and/or potential leakage for geological storage of CO2,

· Evaluation of emission reductions attributable to energy efficiency improvements,

· Development of algorithms to assess emissions avoided due to lifecycle (including fuel cycle) considerations; and

· Assignment of emissions reductions credits for biodiversity conservation, and biological sequestration of Carbon.
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