[image: image1.png]e

ENVIRONMENTAL DEFENSE
finding the ways that work





February 12, 2004

Mark Friedrichs

Attention: General Guidelines for Voluntary Greenhouse Gas Reporting Comments

PI-40

Office of Policy and International Affairs

Room 1E190

United States Department of Energy

1000 Independence Ave, SW

Washington, DC 20585

(Also submitted by e-mail to 1605bgeneralguidelines.comments@hq.doe.gov)

Dear Mr. Friedrichs:

Thank you for the opportunity to comment on the revised general guidelines of the Voluntary Reporting of Greenhouse Gases 1605(b) program [Federal Register Vol. 68, No. 234, Pages 68204-68231].  We respectfully submit these comments on behalf of Environmental Defense. 

The existing 1605(b) voluntary reporting system operated by the Department of Energy has failed to provide a credible registry of global warming emissions or reductions for US reporters.  Several reasons explain this failure, in particular the voluntary nature of a program that has managed to attract only 228 reporters and whose project-level reductions account for less than five percent of total US GHG emissions in 2002.  Almost all of the reporting that took place during the 1990’s centered around project-specific reporting and not on entity-wide emissions of major emitters.  As a result, while the overall emissions of many major emitters were growing, the types of emission reduction projects that were submitted to the 1605(b) registry give the inaccurate appearance of a decline in emissions.  A lack of clear and consistent guidelines and excessive flexibility has created a program that has provided little environmental benefits to the atmosphere.  The proposed revisions to the program are minimal and insufficient, and fall short of our previous recommendations.  

We urge the Bush Administration to develop a mandatory reporting system of entity-wide direct emissions rather than to continue to attempt to fix, through periodic revisions, the current flawed system.  The 1605(b) program is over a decade old and continued minor fixes will not address its fundamental problems.  A credible, transparent, comprehensive and accurate inventory of total emissions from major US emitters is required.  The current DOE program does not meet these basic requirements and we urge the Administration to start over.  The administration has an opportunity to promote the use of a comprehensive and high-integrity emissions inventory reporting system but it can only do so if it is willing to go beyond the narrow and fundamentally flawed 1605(b) program.  

Our remaining comments first address what we believe are the basic elements needed by a credible entity​​-wide registry system -- the type of system that we favor in lieu of the current 1605(b) program.  This is followed by specific comments to the latest revisions to the 1605(b) guidelines that fit within the scope of the process as DOE has defined it.   Please find our comments below:

General principles of a registry

At its most basic level, a registry provides a central, independent repository for credible information about emissions activities.  In the absence of an explicit regulatory framework, a registry can provide a system for comparing diverse efforts by emitting entities.  Completeness, consistency, transparency and accuracy are the basic principles required by a registry.  In addition, a registry system must develop clear accounting and reporting guidelines that all reporters should follow to ensure consistency.  These principles should not be weakened in order to provide flexibility to increase participation, as has occurred in the current 1605(b) program.  

Reporting Scope-To ensure comprehensive reporting and transparency, registrants must, at a minimum, report total U.S. direct absolute GHG emissions for the entity
.  Direct emissions are emissions that are owned or controlled by the reporting entity, measured in tons per year.  Reporting a ratio, such as tons per unit of output, reveals little meaningful information.  Over time, trends in direct emissions will be easily detected and real reductions will speak for themselves.  One key component of consistency is delineation of direct vs. indirect emissions.  To prevent double counting and maintain clear lines of ownership, it is essential for a registry to keep these two types of emissions clearly separated if a reporter chooses to submit information on both direct and indirect emissions.  

Transparency-A reporting system will only be credible if the methods used to define the reporting scope, the reported gases and the emissions data itself are presented in a clear and transparent manner.   For example, the entity-wide reports submitted should include facility-by-facility data in order to maximize transparency.  When disclosure of facility-by-facility data may adversely affect a company, such as making confidential and sensitive data available to competitors, the entity should submit in writing the reason(s) for not disclosing this data.  A registry has the opportunity to provide participating entities with credibility and accountability to stakeholders-whether they are regulators, investors, the community at large, or other program participants.  By giving stakeholders access to information and data, the registry guarantees the transparency of the emissions reporting program.  

Reporting requirements-A reporter must know what the reporting requirements are.  These should be clearly defined, should be as consistent as possible given differences across sectors and the bar should be set high.  In a voluntary system, it is easy and tempting to set low standards in order to attract companies that would not take any action on their own.  However, it is precisely in the absence of a mandatory system that policy makers should be especially attentive to high standards.  Lowering reporting requirements in order to increase participation inevitable leads to such levels of flexibility and optional requirements that in the end, the reported data is meaningless and incomplete.   

Independent verification-We acknowledge that there are currently no universally accepted standards governing the verification of GHG emissions.  However, verification of submitted data by an independent third-party will increase public confidence that the information is complete and accurate.  If a reporter chooses not to obtain third-party verification, they must report this fact and be as transparent as possible in their reporting so as to provide a clear window into how they chose the reporting scope, how the emissions were measured and how accurate this information is.    

While the basic reporting system principles outlined above would provide a better and more credible reporting system than the current 1605(b) program, we understand that DOE fully intends to continue with the revision process.  With this context in mind, Environmental Defense makes the following specific comments to the revised 1605(b) guidelines:

Organizational and Geographic Boundaries

We believe that entity-wide reporting of direct greenhouse gas emissions must be required.  It is only through entity-wide reporting that the actual and complete GHG footprint of a company can be evaluated.  We recognize that determining organizational boundaries can be challenging but we believe that the current guidelines are too flexible and can lead companies to selectively define a “reporting entity”.  

The flexible definition of “entity” could potentially lead to cherry picking.  For example, a company could choose to report emissions from one entity (such as a subsidiary) while the overall emissions of the parent company continue to grow, thus undermining any environmental benefits and giving a misleading picture of the parent company’s actual GHG emissions and reductions.  While we applaud DOE’s efforts toward a more credible system, the current flexible definition of an entity is another loophole that can easily be exploited and one that should be immediately closed through a more standardized definition of an entity.  We believe that an entity should be defined at the highest level of aggregation.

Transparency

The 1605b registry will be of limited use and will lack credibility unless transparency permeates every aspect of the program.  For example, the methodology used to determine the baseline, and the baseline calculation itself, should be fully disclosed by the reporting entity.   Many reporters have repeatedly stated that providing sufficient data and making it publicly available would be too burdensome and would put them at a competitive disadvantage.  Comprehensive facility-level reporting should be required in order to give credibility to the emissions data entities report, as well as to ensure that a company fully discloses all the sources of its GHG emissions.  Facility-wide reporting and a clear and transparent baseline methodology are essential elements that independent third parties will need in order to verify a company’s GHG inventory and associated GHG emissions reductions.     

Reporting vs. registering

The two-tiered approach that DOE has proposed for reporting and registering emissions and emissions reductions is unnecessary.  Without a cap in place, it is not clear that the US should register emissions reductions.  Even if registered emissions reductions are to be allowed, the proposed accounting methods differ in stringency, each have their own specific problems and are also fundamentally different.  For example, an emissions reduction from one type of method, such as reducing emissions intensity, will not provide the same environmental benefit as an absolute reduction in emissions.  We encourage DOE to only allow simple reporting but with accompanying guidelines on how to report absolute entity-wide emissions.    

Value chain emissions reductions

We believe that in order to protect the integrity of this registry program, companies should not be allowed to report or register value chain emissions reductions.  Value chain emissions are the emissions from the upstream and downstream activities associated with a product or service
. Value chain reductions are problematic for several reasons.  First, it is difficult to establish that value chain reductions are “additional” to the business-as-usual scenario for a company.  Second, value chain reductions cannot be credibly measured and verified.  To measure value chain emissions or reductions, companies must rely upon second-hand data or crude assumptions to estimate the emissions associated with their products or inputs.  While this may be sufficient to estimate the environmental benefits of energy efficiency programs or other public policies, it is not sufficient for the purposes of individual corporate reporting.  The resulting level of resolution and accuracy does not come close to what companies can achieve-- and that credible registries must demand-- in reporting their own direct emissions or indirect emissions associated with their electricity consumption.  Finally, value chain reductions are subject to “cherry-picking”.   Unless companies commit to complete lifecycle accounting of their entire product lines, registering value chain claims opens the door to the type of selective and misleading reporting that has undermined the credibility of the federal 1605b process. 

Transferable Credits & Credit for Early Action

During one of the public workshops, a DOE official stated that the Department of Energy (DOE) removed early credits from its plans to revise the VRGGP because the Department’s general counsel determined there was “no explicit authority” for credits in Section 1605(b) of the 1992 Energy Policy Act.  We agree that DOE does not have the legal authority to give transferable credits and support DOE’s decision not to award transferable credits under the 1605(b) program.  It will be up to a future Congress to decide this matter and to determine if, when, and how to award transferable credits.

Verification

As in the case of baseline assessment and measurement methodologies, appropriate verification methodologies will vary depending upon the activity in question.  However, there are currently no credible generally accepted standards governing the verification of global warming emissions. Therefore, these standards will need to be developed together with accreditation standards for the verifiers. The current proposed guidelines only encourage reporting entities to obtain independent verification of their reports.  Environmental Defense recommends that DOE issue a set of guidelines describing characteristics of preferred verification methodologies without ruling any one methodology eligible or ineligible.  The question of who or what constitutes a qualified independent “verifier” or “third party” is complex and merits a separate set of rules to ensure that the critical function of verification is performed by individuals who have a high level of technical expertise and freedom from all conflicts of interest.

We thank you for the opportunity to comment on the development of a voluntary reporting system.  Should you have further questions on these issues, please feel free to contact the Environmental Defense staff members listed below:

Melissa Carey

Climate Change Policy Specialist

202-572-3350

mcarey@environmentaldefense.org
Joe Goffman

Climate and Air program manager

202-572-3319

jgoffman@environmentaldefense.org
Gustavo A. Silva-Chávez

Climate Change Policy Analyst

202-572-3384

gsilva-chavez@environmentaldefense.org
� At the beginning, the system should require reporting of the six major greenhouse gases: carbon dioxide, methane, nitrous oxides, perfluorocarbons (PFCs), hydrofluorocarbons (HFCs) and sulfur hexafluoride.


� Value chain is defined as the sequence of events and transactions involved in the lifecycle of a product.  Includes manufacture and supply of feedstock, manufacture and transportation of the product, and the end-use, and disposal of the product.
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