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February 17, 2004

Mr. Mark Friedrichs, Esq.

PI-40

Office of Policy and International Affairs

U.S. Department of Energy

Room 1E190

1000 Independence Avenue, S.W.

Washington, D.C.  20585

Re:   General Guidelines for Voluntary Greenhouse Gas Reporting; Proposed Rule, 68 Fed. Reg. 68204 (December 5, 2003)

Dear Mr. Friedrichs:

Duke Energy submits the following comments in response to the above-referenced proposed rule and request for comment from the Department of Energy (DOE).  Duke Energy is a diversified energy company with a portfolio of natural gas and electric businesses, both regulated and unregulated, and an affiliated real estate company.  Headquartered in Charlotte, North Carolina, Duke Energy supplies, delivers and processes energy for customers in North America and selected international markets.

Duke Energy supports the President’s approach to the climate change issue, including the goal of reducing the greenhouse gas emission intensity of the U.S. economy by 18 percent by 2012 through voluntary measures, and increased emphasis on climate science and technology research.  Duke Energy also supports the goal of improving the current 1605(b) voluntary greenhouse gas emission and emission reduction reporting program to enhance the quality and transparency of the reported emission reductions.

Duke Energy is supportive of the comments filed by the Edison Electric Institute (EEI) on the proposed General Guidelines except as they relate to the issues of transferable credits and baseline protection.  The proposed General Guidelines are correctly silent on those issues.

General Guidelines Should Recognize “Registered” and “Reported” Project-Level Reduced, Avoided and Sequestered Emissions as Equal

Under the proposed General Guidelines, the only potential difference between a reported and a registered project-level reduction is the fact that the entity reporting the reduction that is registered also achieved a net reduction in their entity-wide emissions.  Other than that, the reported and registered project-level reductions would meet the same reporting criteria and therefore would be of equal quality on a project-level basis.  Designating some project-level reductions as registered and others that meet the same project-level reporting criteria as reported implies that the reported reductions are of lesser quality.  Duke Energy recommends that if DOE retains the registered and “reported” labels in the final General Guidelines that it recognize and make clear that registered and reported reduced, avoided and sequestered greenhouse gas emissions are of equal quality.

Designating some project-level reductions as registered and others as reported implies that only registered reductions would contribute to meeting the President’s goal, and that reported reductions would not contribute to the goal because they are somehow not real reductions.  Reported project-level reductions would be no less real than registered reductions.  Both would represent an amount of greenhouse gases that would not be released to the atmosphere because of the project and should therefore be recognized as contributing to the President’s goal.  The country will be closer to achieving the President’s goal if entities undertake voluntary actions that under the proposed General Guidelines would only be reported, and it will certainly be farther from meeting the President’s goal if such projects are not undertaken or are undertaken and are not accounted for simply because the reporting entity did not meet the proposed entity-wide emissions reporting and net reduction requirements.  All actions that legitimately result in reduced, avoided or sequestered greenhouse gas emissions will contribute to the President’s goal, and the guidelines should encourage and appropriately recognize such voluntary actions.  Relegating the accomplishments of some actions to second-class status would not provide that encouragement and should be avoided.

It is puzzling why DOE has chosen to place so much emphasis on entity-wide emissions reporting and net reductions in entity-wide greenhouse gas emissions under the 1605(b) voluntary reporting program.  The 1605(b) database will never serve as the national greenhouse gas emissions inventory, so the emphasis being placed on entity-wide emissions reporting in the proposed General Guidelines is neither appropriate nor necessary.  The emphasis of the 1605(b) program should be on capturing emissions reduced, avoided, and sequestered that contribute to achieving the President’s goal, not on recording total entity emissions.  The current 1605(b) General Guidelines state that “[t]his program was designed to help you measure and record the actions you take to reduce greenhouse gas emissions or to increase carbon storage in soil or plants.”  Nothing related to the President’s goal requires a change in this stated purpose.  Revising the General Guidelines to include prescriptive entity-wide emissions reporting requirements under a voluntary program does not support this stated purpose, and could actually discourage participation in the program.  The General Guidelines should emphasize project-level reductions and should be structured to recognize all credible reduced, avoided and sequestered greenhouse gas emissions that meet established reporting criteria as being of equal stature, regardless of whether they are accompanied by an entity-wide emissions inventory and a net reduction in an entity’s emissions.

Reporting of Indirect Emissions from Purchased Electricity should be Optional

The General Guidelines should accommodate the reporting of indirect emissions and indirect emission reductions associated with the purchase of electricity, but such reporting should not be required.  Requiring entities to undertake the effort and expense of quantifying their purchased electricity and reporting the associated highly uncertain indirect emissions is not likely going to provide the incentive to reduce electricity usage that DOE may think it will.  Simply having the ability to report indirect emissions and reductions should provide the same incentive as mandatory reporting, with none of the potential disincentives.  Duke Energy agrees that an entity that wants to pursue projects to reduce their electricity usage should be able to report the estimated accomplishments from such projects, but those that, for whatever reason, choose not to undertake such projects should not be required to report indirect emissions from their electricity usage.

DOE is Correct to Make Third Party Verification Optional

Duke Energy supports DOE’s decision to make third party verification optional.  It should be left to the reporting entity to decide whether to incur the added expense that would be required to have their submittals verified by a third party.  Requiring third-party verification would also be inconsistent with the self-certification concept called for in the statute authorizing the 1605(b) program, and imposing such a requirement could discourage participation in the program.  Duke Energy does not believe that requiring third party certification would result in an improvement in the quality of reporting.  Entities are not going to certify and submit reports that they do not believe would be judged accurate by a third party verifier.

The Proposed de minimus Reporting Threshold is Unworkable

The proposed 10,000 metric ton de minimus reporting threshold that would apply to large emitters is unjustifiably low, would be extremely difficult, if not impossible, to achieve (and costly to even try), would raise significant questions about the ability of an entity to even certify emissions to that level, and would likely present a significant barrier to reporting.  As stated previously, because the 1605(b) voluntary program is not a national emissions inventory, there is no reason to require a large entity to estimate and report virtually every ton of emissions.

There is really no reason to even have a de minimus reporting threshold as part of the 1605(b) program.  Because the 1605(b) program it is not a national greenhouse gas emissions inventory, the reason for requiring an entity to report a minimum percentage of their emissions, or any of their emissions for that matter, is questionable.  The emphasis of the 1605(b) voluntary reporting program should be on capturing credible project-level reductions, not emissions (emissions will be captured elsewhere).  The General Guidelines should provide the flexibility to report whatever amount of emissions an entity believes is appropriate for their given situation, as long as their report clearly identifies the scope of the report.

If DOE must include a de minimus reporting threshold in the final General Guidelines, Duke Energy recommends the level be set no lower than 5% for all reporting entities.  A 5% de minimus threshold is used in a number of greenhouse gas reporting programs, including the California Climate Action Registry.

The Proposed General Guidelines are Correctly Silent on the Issues of Transferable Credit and Baseline Protection

With regard to transferable credits, the 1605(b) program should function as a national database where entities can report reduced, avoided and sequestered greenhouse gas emissions that meet established criteria.  It should be left to the emissions trading markets and/or any potential future regulatory program to determine how 1605(b) reported accomplishments are treated.

While Duke Energy does not believe the General Guidelines can or should address the issue of baseline protection with regard to past actions reported under 1605(b), we recommend that project-level accomplishments achieved in any year prior to the year the revised Guidelines becoming applicable, and reported or recast to fully comply with the revised Guidelines, should be recognized as being of equal quality to any future project-level accomplishments reported under the revised Guidelines.

Conclusion

In conclusion, we urge DOE to maintain maximum program flexibility in order to encourage the broadest possible participation in the program to support the President’s goal.  Rigid reporting requirements that emphasis entity-wide emissions and net emission reductions, rather than project-level reductions, will not encourage action to achieve the President’s goal.  The 1605(b) program should recognize as equal all submitted project-level reduced, avoided and sequestered emissions that meet established reporting standards, regardless of whether they are accompanied by an entity-wide emissions inventory and a net reduction in emissions intensity or absolute emissions.

Duke Energy appreciated the opportunity to comment on the proposed General Guidelines.  We look forward to DOE’s issuance of the Technical Guidelines and support DOE’s stated intention to seek additional formal comments on both the General and Technical Guidelines as a package.  It is important that the public be provided the opportunity to review and comment on both the General and Technical Guidelines together as the two documents will be so closely linked.

I can be reached at (980) 373-6846 if you have any questions or if I can be of any assistance.

Sincerely,


Michael W. Stroben

EHS Director

Corporate Environment, Health & Safety


