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18 February, 2004
DOE 1605 (b) voluntary greenhouse gas reporting program

Comments from the Dow Corning Corporation,

Midland, Michigan.

Please find below the comments from Dow Corning Corporation on the DOE 1605 (b) voluntary greenhouse gas reporting (GHG) program.

Summary

The Dow Corning Corporation is in full support of the Presidents goal to reduce the US emissions intensity by 18% between 2002 and 2012, and will strive to deliver its share of that goal.

It is important to us, and ultimately to overall program success, to reduce the burden of reporting greenhouse gas emissions, and would ask where practicable that consistency be used between 1605 (b) and other reporting mechanisms to simplify a company’s reporting requirements.  For example companies may already be reporting to the American Chemistry Council (ACC), the Chicago Climate Exchange (CCX,) the European Union Emissions Trading Scheme (EU ETS), and also using the World Resources Institute (WRI) greenhouse gas reporting protocols.  There are also additional standards being developed for example ISO 14064, so simplification of reporting by using consistent methods is not only desirable, but offers the additional bonus of further increasing participation in the program.

Pleased find, for your consideration, the following means by which we believe the   reporting program would be improved.

Defining a reporting entity

We believe that a reporting entity should take responsibility for any emissions of which it has control. This would typically mean, but not be limited to, a facility where the reporting entity has a greater than 50% equity interest. 

For a company where we have greater than a 50% equity interest we would expect to take on responsibility for 100% if its emissions.

An interesting point for you to consider are third party cogeneration plants.  It is not uncommon to find that big power-consuming facilities have their power requirements serviced by a third party owned cogeneration power plant.  In many cases the output from the cogeneration plant will service one facility, so the emissions from the cogeneration plant are not at the control of the operator of the cogeneration plant. If the facility operator improves efficiency and therefore reduces the amount of power being taken from the cogen plant, who should get credit for the reduction?  We would argue that it should be the facility operator, and not the cogenerating plant operator, that gets the credit. However there may be operations carried out within the cogeneration plant itself that the facility operator has no control of (standby pumps, boilers etc), which will also impact the greenhouse gas emissions. These could be tracked using greenhouse gas intensity on a per KWh basis.
Definition of substantial emissions

We agree that to reduce the reporting burden it is sensible to provide a cut off level for smaller entities. The draft 1605 (b) suggests 10,000 short tons cut off with no more that 3% excluded. We suggest a 10,000 metric tonnes (1) limit is set with a 5% exclusion limit. Companies should have to keep adding in the next largest emitting entity until the 95% target is met. The 95% limit combined with the 10,000 metric tonne limit will reduce the reporting burden, and should encourage more companies to report. 

(1)  We note in 330.6 (g) on page 56 that you state that metric units will be used for reporting.

Emission sources and sinks covered

As suggested, we agree that all six greenhouse gases should be covered, this would be consistent with reporting made by the chemicals sector to the ACC. We see no issues with companies reporting reductions in other greenhouse gases but feel these should not be counted towards the President’s goal.

We would also like to see emission sinks reported, and once again it is important that existing sink protocols are used for consistency. It is important to avoid the situation where a company may be required to report two different carbon dioxide numbers for the same sink to different bodies. 

Entity wide emission reduction

It is agreed that third party off sets can be included in an entity’s report, provided it has been agreed between the offset provider and the entity, that this is acceptable.  In addition it is also agreed that a provider can contractually assign offsets to an entity.  It is important that these agreements are verified to ensure double counting is not taking place, and that any emission reductions are genuine and not displaced.  There would be no point in having a program that just transfers emissions out of the US and into other countries, with no net global gain.

Emission reduction calculations

It is difficult to comment on these without seeing the technical guidelines, which are due to be published at a later date. We would suggest, that as many protocols have been developed by the WRI that are internationally recognized, these are used where possible, to avoid duplication of effort. 

Calculations using emission intensity are a good measure for producers of a “defined product”.  For example the CO2 per tonne of steel made or per KWh of electricity produced.  This method is flawed for use in sectors where industry is moving from bulk commodity to higher value add products and the intensity will increase but not as a result as a loss of efficiency.  Again the WRI has developed protocols for calculating the emissions form certain Industry sectors and it is suggested these are used.  As many companies are currently using these protocols it will be relatively easy to report those numbers under 1605 (b) without additional effort.  We would fully support the electricity sector having to utilize greenhouse gas intensity per KWh approach to reporting.

We disagree on one point about treatment of absolute emission reductions.  We believe that a reduction resulting from a decline in US output is a valid reduction mechanism. This could be as a result of a move towards a greener product eg reduction in production of one type of plastic being displaced by another  “greener” plastic production. Of course it would not be a valid reduction if the decline in US output were equivalent to an increase in foreign output, ie production and emissions moving overseas.

We strongly agree with your assessment that economic indicators may be significantly affected by changes in market conditions and suggest they be avoided.

Record keeping, report certification, and verification 

As the intention of 1605 (b) is to be a voluntary program and it is not intended to encourage a trade of carbon credits, then CEO or other senior manager signoff should suffice.  This would be consistent with data currently being submitted by chemical companies to the ACC on greenhouse gas emissions. Requiring an independent verification can be costly and may discourage companies from registering, or reporting, emissions.

We would suggest that any entity whether involved directly with greenhouse gas reporting or as an offset provider must fully comply with the 1605 (b) guidelines. For example a non-reporting entity could not provide offset credits to a reporting one, the non-reporting entity would be required to report. If this is not done, how will it be determined that there has in fact been a net reduction in greenhouse gas emissions, and not just a movement of emissions within a non-reporting entity? It will also help reduce the risk of double counting occurring for the greenhouse gas offsets.

Baseline determination 

We are aware of at least three other baselines currently being used for greenhouse gas emissions. 1990 is used for the Kyoto agreement, but it is unreasonable to ask companies to provide 15 years of historical data. The CCX has chosen the average of four years 1998-2001 as their baseline, and the UK version of the EU ETS has chosen the average of five years 1998-2002 with the lowest year removed as their baseline. 

We think that using an average basis over a period of years is much better than just choosing a single year like 2002, and suggest the CCX approach be adopted. There reasons for not choosing a single baseline year fall into three categories, economic, operational, and product mix. For the economic category an example would be that a company experienced a slow sales year in 2002, maybe as a result of currency exchange. For production, if an oil refinery was taking its one in five year shutdown in 2002, or had suffered a major equipment failure in that year, then what would that do for its future reporting figures? For product mix, 2002 might be the year that a company changed its product distribution from bulk commodities to higher value add, or produced an atypical product mix to meet demand. 

As those companies that have already joined a greenhouse gas reporting program have already been using an average baseline we propose that 1605 (b) should be on similar lines. As the President’s goal covers 2002-2012 it follows that the baseline should be up to and including 2001.

We would like to see early action rewarded in some way.  Choosing a baseline from 1998-2001 would reward any early action taken after 1998. Some entities may have taken action between 1990 and 1998 and those would need to be looked at on a case-by-case basis, if they were to be included. We realise this may not be practicable when you consider the amount of effort that could be involved. Perhaps any early action credits registered in the previous voluntary greenhouse gas reporting program could be allowed, to reward those that participated.

International emission reductions 

Many of the entities that would take part in 1605 (b) would be global companies. As greenhouse gases are deemed to be truly global gases, entities will develop a global policy for greenhouse gases and offsets.  For those with operations in Europe any reduction projects will probably be verified and the greenhouse gas credits used in Europe where there is a financial market for these.  Obviously credits should only be used once so if an entity uses the credit for example in the EU ETS then they should not be able to use then as an offset for 1605 (b) reporting.  Any “excess” credits from a verified CDM or JI project should be allowed to be used as offsets.

As 1605 (b) does not intend to create a financial market for greenhouse gas credits then any International project work should be covered by a protocol signed off on by a designated senior company executive.  Environmental reputations are becoming more and more important to companies, so we deem this level of sign-off to be sufficient.

Sincerely
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