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PRELIMINARY COMMENTS OF GENERATORS FOR CLEAN AIR

ON

VOLUNTARY REPORTING OF GREENHOUSE GAS EMISSIONS, REDUCTIONS, AND CARBON SEQUESTRATION

Notice of Inquiry and Request for Comment: 67 Fed. Reg. 30370 (May 6, 2002)

Generators for Clean Air (GCA) submits the following comments in response to the U.S. Department of Energy’s (DOE) notice of inquiry and request for comment regarding voluntary reporting of greenhouse gas emissions, reduction and carbon sequestration.  67 Fed. Reg. 30370 (May 6, 2002) (hereinafter “NOI”). 

The GCA consists of large, medium and small electricity generating companies that collectively own and operate 85,000 MW of generating capacity in the United States. Coal-fired generation comprises 55,000 MW of the group’s total generating capacity. The balance is generated by natural gas, nuclear, hydro, co-generation, oil and renewables.  The companies operate in 19 states.

The GCA appreciates the opportunity to comment on the NOI and to assist DOE in its effort to develop proposals in response to the President’s 120-day directive.  Given the comment deadline, GCA’s comments are preliminary and focus on the highest priority issues. The GCA looks forward to participating in future opportunities for stakeholder comment. 

I.
Introduction

The GCA supports the President’s global climate change policy and, in particular, the policy’s emphasis on reducing the growth of greenhouse (GHG) emissions while sustaining the economic growth needed to finance investment in new, clean energy technologies.  Furthermore, the GCA believes that the President’s goal of reducing the nation’s GHG emissions intensity 18 percent by 2012 is achievable through voluntary actions, so long as there are adequate incentives to facilitate those actions.  

In his February 14, 2002 statement announcing the Administration’s global climate change policy, the President acknowledged the need for such incentives.  His statement directed the Secretary of Energy to recommend reforms to the current 1605(b) registry program “to ensure that businesses and individuals that register reductions are not penalized under a future climate policy, and to give transferable credits to companies that can show real emissions reductions.”  See Global Climate Change Policy Book 2 (White House, February 14, 2002).  In particular, if voluntary programs are to achieve the substantial reductions
 contemplated by the President’s policy, participating companies will need assurances that they will be protected against possible penalty under a future climate policy.  For the GCA, this concept of protection against penalty means assurances that – 

· Reductions that a participating company voluntarily achieves will not count against that company in setting GHG reduction requirements or other such limitations under any future mandatory program (referred to as “baseline protection”); and  


· GHG credits recognized under the enhanced registry or such credits acquired through emissions trading will be credited under any future climate program.  

Without these assurances, companies will be reluctant to under take the reductions necessary to achieve the President’s goal.  

II.
The Need for a Two-Tiered Approach

A new voluntary GHG reporting program needs to be flexible enough to accommodate companies primarily interested in participating for the purposes of gaining experience, sharing information, and/or obtaining the general public benefits of participating in a voluntary initiative.  Where “enhancement” of the existing 1605(b) program is most strongly needed, however, is in the establishment of a distinct program and more formal guidelines for those companies seeking to earn baseline protection and transferable credits. 

To accommodate these different purposes, the GCA recommends transforming the 1605(b) program into a two-tiered program.  Companies should be able to elect to report under either a “Tier One” or a “Tier Two” set of guidelines.  The Tier One reporting framework should accommodate companies participating in the program to obtain generalized, non-regulatory benefits.  With targeted improvements, the current 1605(b) program could provide a reasonable template for a Tier One reporting framework.  

The Tier Two reporting framework, on the other hand, should provide a more structured framework for companies prepared to commit to achieving real, entity-wide, permanent, and verified emission reductions and to thereby earn the strongest possible assurances of baseline protection.  While the GCA expects that a Tier Two reporting framework would have more necessary requirements than the Tier One framework, the Tier Two guidelines nevertheless should continue to emphasize flexibility and minimizes administrative burdens.
 

III.
Specific Issues for a Tier Two Reporting Framework

The GCA urges DOE to consider the following points in establishing Tier Two guidelines:


A.
Legal Authority for Baseline Protection and Transferable Credit

Providing absolute assurances that companies will receive baseline protection and transferable credits may necessitate a federal statute authorizing DOE to enter into GHG mitigation agreements with participating companies or sectors.  See U.S. v. Winstar Corp., 116 S.Ct. 2432 (1996).  In the absence of such legal authority, the probability of receiving such benefits for participating companies will turn on whether the reporting program’s Tier Two rules for defining baselines and reductions are clear, comprehensive, and sound enough to be credible to a future Congress.  For this reason, it is critical that the enhanced reporting guidelines contain specific criteria that companies can meet to earn baseline protection and transferable credits if they decide to report under the Tier Two rules.

B.
Baselines (or Reference Case) Definition
Different baseline approaches may make sense for different sectors.  For these reasons, the guidelines should only establish general criteria for defining the baseline levels to be used for providing transferable credits and baseline protection.  One possible context for developing detailed, sector-specific baseline rules is the Business Challenge program proposed by the President and now being developed by DOE and other federal agencies.  In particular, the guidelines could authorize the administering agency to establish specific rules at the time that the program elements of a sector-specific challenge are being developed and comprehensive GHG mitigation commitments are being made for a particular sector.  

For power companies reporting under the Tier Two framework, the GCA recommends that the guidelines provide for baselines that are entity-wide and based on a historical level of emissions.  Participating companies should have the flexibility to choose an appropriate baseline year.  The guidelines also should provide for some reasonable baseline adjustment to accommodate, to a degree, increases in electricity generation.  

C.
Level of Reporting
The GCA recommends that, under Tier Two guidelines, companies report not only on a project-by-project basis but also on an entity level.  While entity reports need not cover “all emitting activities of the entire reporting entity,” they should be comprehensive enough to mitigate risks of leakage and double-counting.  Guidelines regarding the level of reporting should be characterized by a rule of reason.  First, companies should be required to report only with regard to facilities they own in the United States.  Second, companies should report on the emissions of the gas or gases that constitute the greatest proportion of their total emissions.  Specifically, the reporting system should allow the entity to report on those gases that make up 90% or more of its GHG emissions.  In the case of a power generation entity, the major goals of the reporting program could be achieved by the reporting of only CO2 emissions and allowing such entities to report the other GHGs at their own election.  Finally, the program should establish a reporting threshold for entities that balances comprehensiveness with regard for administrative burden, e.g., by exempting facilities that have de minimis emission levels. 

D.
Reduction Activity Reports for Domestic and International Projects

U.S. companies need assurances that they can take advantage of low-cost abatement options wherever they are available.  The reporting program should have clear rules with respect to the crediting of emission reduction projects, whether domestic or international.  Participating companies also should be able to earn transferable credits if they submit government-backed emissions permits or credits obtained from other national or multilateral climate change programs recognized by the United States. 

E.
Ownership of Reductions
The company that owns the source should have a first claim on reductions.  In many cases, multiple companies could have competing claims for credit from the same reduction, e.g., where a downstream energy user implements an energy efficiency project that results in a reduction in a power plant’s GHG emissions.  The reporting program under Tier Two needs a default rule to resolve the question of ownership in such cases.  The GCA recommends that the program award the credit to the company owning the emitting source.  This approach is the most straightforward for purposes of measurement and administration.  Moreover, the approach will neither preclude nor discourage energy efficiency projects or other such projects because it always will be possible to contract around the default ownership rule. 


F.
Third-Party Verification
The GCA does not see the need for an across-the-board requirement for third-party verification since companies should be able to self-certify in accord with established protocols.  GCA recognizes that some companies would be interested in obtaining third-party verification of their emission reports.  These companies would benefit from guidance as to what DOE views as a sound process and set of standards for third-party verification.  

F.
Credit for Past Reductions 
GCA members have participated actively in the 1605(b) program, reporting substantial emissions reductions.  The enhanced registry should provide credit for past reductions that meet any new criteria.  

III.
Conclusions

An enhanced 1605(b) program needs to accommodate not only those companies seeking the general public benefits of participation but also those companies seeking the strongest possible assurances of baseline protection and bona fide transferable credits.  For this reason, the GCA urges DOE to establish a two-tiered program, in which the Tier Two framework sets forth a more formal, structured set of guidelines under which companies can register real, entity-wide, permanent emission reductions. 

� The GCA consists of the following companies:  American Electric Power, Cinergy, Detroit Edison, Public Service Company of New Mexico, PacifiCorp, and Wisconsin Energy.  


� Unless otherwise stated, all references to “emissions reductions” in these comments also refer to emissions avoidance and sequestration.  





� While companies reporting on a Tier One basis necessarily would have lesser assurances of baseline protection, it still would be appropriate to allow Tier One reporters to sell their reductions as transferable credits.  The trading market would likely assign a lower value to Tier One credits than it would to Tier Two credits.  
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