June 5, 2002

Ms. Jean Vernet

U.S. Department of Energy

Office of Policy and International Affairs

Office of Electricity and Natural Gas Analysis

Forrestal Building, PI-23, Room 

7H-034, 1000 Independence Ave., SW.

Washington, DC 20585,


RE:  Voluntary Reporting of Greenhouse Gases Program

Dear Ms. Jean Vernet:


The National Association of Regulatory Utility Commissioners (“NARUC”) respectfully submits these comments on the Department of Energy’s (“DOE”) possible 

modifications to the guidelines governing the Voluntary Reporting of Greenhouse Gases Program (“VRGGP”) that allows for the voluntary reporting of greenhouse gas emissions and reductions, and carbon sequestration under section 1605(b) of the Energy Policy Act of 1992.  This Notice of Inquiry appeared in the Federal Register on May 6, 2002 (Volume 67, Number 87). 

I.
STATE UTILITY COMMISSIONS HAVE AN IMPORTANT ROLE IN GREENHOUSE GAS REPORTING

NARUC appreciates the DOE undertaking a comprehensive examination of the VRGGP. NARUC urges the DOE to rely heavily on the expertise and unique experience of the State regulatory utility commissions that under State law, have the obligation to ensure the establishment and maintenance of such energy utility services as may be required by the public convenience and necessity, and to ensure that such services are provided at rates and conditions that are just, reasonable and nondiscriminatory for all consumers.
State utility regulators are central to State and local energy decision-making.  Because of their unique mandate, State regulatory utility commissioners have strong relationships with State and local legislators, government officials, utilities, and consumers. State regulatory utility commissioners have significant influence over the electric industry, especially in terms of developing improved approaches to voluntary CO2 reporting.

NARUC’s members have a long history of involvement in addressing all air emissions from all electric power generation in ways that: 1) minimize adverse environmental impacts; 2) are comprehensive and synchronized to reduce regulatory costs; 3) rely, to the extent possible, on market-based trading mechanisms, and 4) identify, to the extent possible, the net impact of resource decisions, including external factors, on public health, the environment and the economy.  At the same time, NARUC is committed to assuring that State and federal energy and environmental policies are coordinated and complimentary. See, Resolution Adopting “Resolution Encouraging the Voluntary Filing of Greenhouse Gas Mitigation Plans by Electric Power Generators,” NARUC Resolution (July 26, 2000)[hereinafter GHG Mitigation Resolution, attached as Appendix A]; see also, Resolution Adopting NARUC's National Electricity Policy, NARUC Resolution (November 12, 1997)[hereinafter NEPResolution, attached as Appendix B].  

Both the NEP Resolution and the GHG Mitigation Resolution outlines NARUC support for the VRGGP.  In addition, the GHG Mitigation Resolution sets forth NARUC recommendations for the improvement of VRGGP requirements.  NARUC recognizes that DOE’s efforts to revise the VRGGP is of particular relevance in light of the report, prepared by the Environmental Protection Agency and submitted last week to the United Nations, stating that the burning of coal, oil and other fossil fuels is the main cause of heat-trapping greenhouse gases.

II.
NARUC SUPPORTS THE VOLUNTARY FILING OF GREENHOUSE GAS MITIGATION PLANS BY ELECTRIC POWER GENERATORS WITH THEIR OVERSEEING PUBLIC UTILITY COMMISSION

Electric power generation is a large source of greenhouse gas emissions and the adoption of a regulatory proposal to reduce greenhouse emissions could have a significant impact on ratepayers and shareholders of electric power generators in the United States.

Because CO2 emissions are currently not regulated, there remains considerable uncertainty regarding what the final, or even interim, greenhouse gas emissions reduction polices will be and how they will effect greenhouse gas emitting industries like the electric power industry, let alone individual electric power generators. Despite the uncertainty regarding the adoption and design of any greenhouse gas emission reduction requirement, the fact that such reduction requirements could have a significant impact on electricity consumers means that State public utility commissions need to be informed of their possible consequences and impacts on ratepayers.

NARUC recommends that electric power generators voluntarily file with their overseeing public utility commission a greenhouse gas mitigation plan discussing the climate change issues and cost implications for ratepayers.  The greenhouse gas mitigation plan could be filed in conjunction with VRGGP requirements.  

III.
NARUC RECOMMENDS SEVERAL COMPONENTS OF AN EFFECTIVE VOLUNTARY GREENHOUSE GAS MITIGATION PLAN

Components of an effective greenhouse gas mitigation plan are outlined in GHG Mitigation Resolution adopted by the NARUC Board of Directors, July 26, 2000.  The GHG Mitigation Resolution recommends that each greenhouse gas mitigation plan should address:

A. Total CO2 and other greenhouse gas emissions for 1990 and the year for which the most complete emissions information is available for all sources of electricity for the electric power generator.

B. Possible impacts on the electric power generator’s system and ratepayer costs if international and national climate change regulatory policies:

1. Promote unrestricted emissions trading and/or carbon sequestration possibilities to meet any CO2 emissions reduction requirement; 

2. Permit but restrict or limit emission trading and/or carbon sequestration possibilities to meet any CO2 emissions reduction requirement; or 

3. Prevent emission trading and/or use of carbon sequestration possibilities to meet any CO2 emissions reduction requirement. 

C. In discussing these possible impacts, the electric power generator could describe how various CO2 emission reduction levels change the impacts. 

1. How the timing of CO2 emissions reduction requirements may affect the electric power generator’s system and ratepayer costs.

2. How other factors, such as technological advances, conservation efforts or fuel conversions could impact the electric power generator’s system and/or ratepayer costs. 

D.
Those actions taken by the electric power generator regarding climate change and additional actions that appear prudent in response to developing international and national climate policies. This portion of the filing could describe industry and industry-approved climate change initiatives, i.e. EPRI’s Climate Change Targets and the Department of Energy’s Climate Challenge Program, and how the electric power generator views such programs. 

VI.
CONCLUSION

NARUC recommends that electric power generators should voluntarily file with their overseeing public utility commission a greenhouse gas mitigation plan discussing the climate change issues and cost implications for ratepayers.  The greenhouse gas mitigation plan could be filed in conjunction with VRGGP requirements.  

Respectfully Submitted,
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General Counsel
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Sharla M. Barklind








Assistant General Counsel
National Association of Regulatory 

Utility Commissioners

1101 Vermont Avenue, Suite 200

Washington, DC 20005
(202) 898-1350

June 5, 2002
Appendix A

Resolution Adopting

" Resolution Encouraging the Voluntary Filing of Greenhouse Gas Mitigation Plans by Electric Power Generators "

WHEREAS, The atmospheric concentration of carbon dioxide ("CO2") and other so-called greenhouse gases has increased and such increases can change the Earth’s climate; and

WHEREAS, Human actions contribute to the increased atmospheric concentration of greenhouse gases; and

WHEREAS, There are many international and national regulatory proposals to reduce greenhouse gas emissions; and

WHEREAS, Electric power generation is a large source of greenhouse gas emissions and the adoption of a regulatory proposal to reduce greenhouse emissions could have a significant impact on ratepayers, cooperative members and shareholders of electric power generators in the United States; and

WHEREAS, Because CO2 emissions are currently not regulated, there remains considerable uncertainty regarding what the final, or even interim, greenhouse gas emissions reduction polices will be and how they will effect greenhouse gas emitting industries like the electric power industry, let alone individual electric power generators; and

WHEREAS, Despite the uncertainty regarding the adoption and design of any greenhouse gas emission reduction requirement, the fact that such reduction requirements could have a significant impact on electricity consumers and ratepayers means that public utility commissions need to be informed of the possible consequences and impacts on ratepayers; now therefore be it
RESOLVED, That the Board of Directors of the National Association of Regulatory Utility Commissioners ("NARUC") convened in its 2000 Summer Meeting in Los Angeles, California, recommends that electric power generators should voluntarily file with their overseeing public utility commission a greenhouse gas mitigation plan discussing the climate change issues and cost implications for ratepayers; and be it further

RESOLVED, That the greenhouse gas mitigation plan could discuss:

1. Total CO2 and other greenhouse gas emissions for 1990 and the year for which the most complete emissions information is available for all sources of electricity for the electric power generator. 

2. Possible impacts on the electric power generator’s system and ratepayer costs if international and national climate change regulatory policies: 

A. Promote unrestricted emissions trading and/or carbon sequestration possibilities to meet any CO2 emissions reduction requirement; 

3. Permit but restrict or limit Total CO2 and other greenhouse gas emissions for 1990 and the year for which the most complete emissions information is available for all sources of electricity for the electric power generator. 

4. Possible impacts on the electric power generator’s system and ratepayer costs if international and national climate change regulatory policies: 

B. Promote unrestricted emissions trading and/or carbon sequestration possibilities to meet any CO2 emissions reduction requirement; 

C. Permit but restrict or limit emission trading and/or carbon sequestration possibilities to meet any CO2 emissions reduction requirement; or 

D. Prevent emission trading and/or use of carbon sequestration possibilities to meet any CO2 emissions reduction requirement. 

E. In discussing these possible impacts, the electric power generator could describe how various CO2 emission reduction levels change the impacts. 

5.    How the timing of CO2 emissions reduction requirements may affect the electric power generator’s system and ratepayer costs.

6.    How other factors, such as technological advances, conservation efforts or fuel conversions could impact the electric power generator’s system and/or ratepayer costs. 

5. Those actions taken by the electric power generator regarding climate change and additional actions that appear prudent in response to developing international and national climate policies. This portion of the filing could describe industry and industry-approved climate change initiatives, i.e. EPRI’s Climate Change Targets and the Department of Energy’s Climate Challenge Program, and how the electric power generator views such programs; and be it further

RESOLVED, That NARUC encourages electric power generators to adopt cost-effective measures to mitigate, offset and reduce greenhouse gas emissions associated with electric power generation consistent with accepted scientific findings and current technologies.



Sponsored by the Committee on Energy Resources and the Environment
Adopted by the NARUC Board of Directors, July 26, 2000.

Appendix B

Resolution Adopting

" NARUC's National Electricity Policy "

WHEREAS, The Administration and Congress are addressing national energy policy issues, more specifically electricity policy issues, which will potentially impact retail consumers; and

WHEREAS, The NARUC Electricity and Energy Resources and the Environment Committees both developed valuable but different papers on electricity policy; and

WHEREAS, NARUC’s Board of Directors created an ad hoc committee of commissioners and staff to blend the two policy papers; and

WHEREAS, This ad hoc committee, led by Commissioners Judy Jones and Edward Garvey, conducted an open and inclusive collaborative blending process; and

WHEREAS, Countless hours were devoted by numerous commissioners and staff to the blending process and produced the attached “NARUC’s National Electricity Policy”; now therefore be it

RESOLVED, That the National Association of Regulatory Utility Commissioners (NARUC) convened in its November 2001 113th Annual Convention in Philadelphia, Pennsylvania, adopts the attached NARUC’s National Electricity Policy.



Sponsored by the Committees on Electricity and Energy Resources and the Environment.
Recommended by the NARUC Board of Directors November 13, 2001.

Adopted in Convention November 14, 2001.
NARUC’s National Electricity Policy



I.
General Principles
The nation’s energy policy should assure adequate, reasonably priced, reliable, safe, and environmentally sound electricity.  To achieve this goal, Federal legislation should:

1.
Encourage additional fuel- and technology-diverse supply resources to meet the nation’s growing energy demands;
2.
Promote demand-side management to achieve the most efficient use of electricity; 
3. Provide for reliability standards and their enforcement;

4.
Assure open and effective regional wholesale markets;

5.
Minimize the environmental impacts of energy generation, delivery and use; and

6.
Respect, preserve and strengthen the States’ traditional roles in regulating distribution systems, planning, siting approval, reliability assurance, and consumer protection.

II.
Diverse, Plentiful, and Environmentally Responsible Energy 

A. Congress should encourage environmentally responsible electricity generation and the increased use of renewable energy technologies as a tool to achieve fuel diversity and greater energy security.  

B. Congress should encourage domestic exploration and production of new natural gas supplies and expansion of natural gas transmission and delivery infrastructure in an environmentally sound manner at reasonable costs, but should avoid an over‑reliance on natural gas for new electric generation. 

C. Coal fuels a significant portion of the nation’s electric power and is expected to do so for the foreseeable future.  However, because of coal’s air emissions, it is important that Congress and States work together to reduce such air emissions and encourage development of low‑polluting central station generation, including clean-coal technology.

D. Congress or the Administration should increase the efficiency for licensing and relicensing processes of hydroelectric and nuclear facilities, without compromising substantive environmental and safety standards.

E. Although nuclear facilities create long-term radioactive waste problems, they should continue to play an important part of our national electric supply portfolio because they provide a significant portion of the nation’s electricity supply and do not produce air emissions. 

F. Congress needs to fulfill its commitment to provide the long-term storage of spent nuclear fuel very quickly.  To accomplish this, Congress should ensure that the Nuclear Waste Fund revenue and appropriations are managed responsibly and used only for the establishment of a permanent repository.  Pending development of a permanent repository, it is better to store spent fuel at one (or more) central location(s) on an interim basis than to leave it at reactor sites. 
G. The States support ongoing and renewed efforts to maintain the security of nuclear power plants and prevent the proliferation of weapons-grade byproducts. 
H. Congress should enact legislation to lift the Public Utility Regulatory Policies Act's mandatory purchase requirement, but should allow the States to determine appropriate measures to protect the public interest in resource acquisition and to address mitigation and cost recovery issues associated with these contracts. 

III. 
Demand Management 

A. Congress should promote energy efficiency programs through increased funding, tax credits, and the setting of increasingly more efficient national building codes and standards for motors, lighting and appliances. 
B. Congress should promote planning strategies for maintaining a proper balance between supply and load that includes demand-side management techniques (including price-responsive demand mechanisms), intermittent and renewable resources, conservation/energy efficiency programs, as well as traditional supply and transmission options.
C. Congress should continue to provide funding for energy efficiency and conservation for low and moderate income consumers through programs that provide education, weatherization, housing improvements, installation of higher efficiency appliances, and similar usage reduction measures.
IV.
RTOs, Reliability, Planning, & Delivery Infrastructure 
A. Regional Transmissions Organizations

1. Congress should require the FERC, in cooperation with the States, to determine boundaries, structure, and functions for regional transmission organizations (RTO).

2. Congress should require the FERC to give RTOs sufficient authority to perform regional grid management, expansion, and efficient system operations that are built and operated in the most economical, reliable and environmentally acceptable way to realize short‑term as well as long‑term reliability and facilitate efficient wholesale market transactions.

3. Congress should require the FERC to recognize States’ rights to active participation in RTO governance.  This would include development (and revision) of market rules, reliability and planning, access to RTO market monitoring information, development, with federal authorities, of market power mitigation programs. 

B. 
Long-term planning

1. 
Congress should require that RTOs or other regional bodies have sufficient authority to conduct long term planning for their regions and, working with the States and transmission owners, implement long-term planning that should:

(a) Take into account fuel diversity including renewables resources; 

(b) Recognize the need for new investment in generation and transmission facilities that provides adequate reserve margins; 

(c) Assure that reliability is not compromised by resource imbalances; 

(d) Reduce any decisional role for entities with unreasonable generation or transmission market power; 

(e) Include broad public participation and collaboration among market participants and third party participation in offering competitive alternatives such as demand-side and distributed generation options; 

(f) Develop a cost allocation method that is objective, non-discriminatory, weighs environmental and societal risk, and associates costs with benefits;  

(g) Allow the use of competition, subject to appropriate regulatory oversight, to encourage robust wholesale markets; and

(h) Assure adequate resources in all regions of the nation.

2. Congress should support the States’ authority over local distribution utilities to provide interconnection arrangements for self‑generation and generation units that utilize the local distribution network.

C. 
Reliability

1. Congress should mandate compliance with industry-developed reliability standards on the bulk power system that includes adequate reserve margins and preserves the authority of the States to set more rigorous standards when deemed to be in the public interest.

2. Congress should ensure that States continue to have the authority to establish effective price signals that allow consumers to choose alternative levels of reliability and power quality.

D.
Delivery Infrastructure

1. States should retain authority to site electric facilities, while Congress should support the States' authority to negotiate and enter into cooperative agreements or compacts with federal agencies and other States to facilitate the siting and construction of electric transmission facilities as well as to consider alternative solutions to such facilities, such as distributed generation and energy efficiency.

2.
Congress should pursue policies that promote and ensure pipeline safety, and streamline existing siting processes to increase administrative efficiency, including the coordination of all federal, State and local participation in these processes, without compromising substantive environmental and safety standards.

V.
Energy Markets
A. Access to Information 

1.
Congress should recognize that States implementing competitive retail markets and those with traditional regulatory structures, and Federal, State and regional agencies and organizations overseeing the development of wholesale energy markets require comprehensive and timely market information.  Congress should adopt policies that safeguard public access to information necessary to enable the monitoring of these markets, while also providing protection for information demonstrated to be commercially, or otherwise, sensitive.

B. Retail Markets
1. Congress should not interfere with the States’ authority over all aspects of retail service including the authority to determine just and reasonable retail rates, and those retail rates designed to encourage reductions in peak demand and to encourage demand-side management options.

2. Congress should not mandate retail electricity competition. 

C. Wholesale Markets

1. Congress should require the FERC to promulgate clear and consistently applied market rules that foster investment in generation, transmission and demand-side management resources.  

2. Congress should mandate effective and independent monitoring of the wholesale electricity markets and empower the relevant States and federal agencies with authority to investigate, enforce, and remedy problems resulting from the exercise of market power or other abusive behavior that distorts market operations. Such remedies should include the use of structural remedies, codes of conduct, or affiliate rules.

3. Congress should preserve a State’s ability to require that a utility’s retained generation be used to serve native load.

VI.
Environmental Protection
A. Congress should assure that State and federal energy and environmental policies be coordinated and complementary. 

B. Congress should address all air emissions from all electric power generation in ways that: 1) minimize adverse environmental impacts; 2) are comprehensive and synchronized to reduce regulatory costs; 3) rely, to the extent possible, on market-based trading mechanisms, and 4) identify, to the extent possible, the net impact of resource decisions, including external factors, on public health, the environment and the economy.

C. Congress should assist States and utilities to establish programs to phase out power plants grandfathered under the Clean Air Act with facilities that utilize clean coal technology or by other means, in a way that preserves the integrity of the bulk power system and minimizes the economic impact on local areas.

VII.    Consumer Protection 

A. Congress should not limit State authority to prescribe and enforce laws, regulations or procedures regarding consumer protection.

B. Congress should reinforce the States’ authority to require all load serving entities to disclose generation sources and accompanying environmental impacts.

C. Congress should address the preservation of public benefits in any electric industry restructuring legislation.  Societal costs and benefits should be studied prior to the adoption of any particular implementation or funding mechanism.  

D. Congress should require regional transmission organizations, system operators, reliability counsels and other regional agencies to adopt policies that allow public access to information necessary to enable adequate monitoring of energy markets, while also providing protection for information demonstrated to be commercially sensitive.

E. Congress should reform the Public Utility Holding Company Act (PUHCA), but, in doing so, should allow the States to protect the public through maintaining effective oversight of holding company practices and expanding State access to holding company books and records, independent of any similar authorities granted to the federal regulatory bodies.

