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June 5, 2002
Office of Policy and International Affairs

Office of Electricity and Natural Gas Analysis, PI-23

Attention: Voluntary Reporting Comments

U.S. Department of Energy

Forrestal Building, room 7H-034

1000 Independence Ave., SW

Washington DC 20585

Dear Sir or Madam:

On behalf of the Environmental Resources Trust, Inc. (ERT), I am pleased to offer comments on the possible modifications to the 1605(b) Voluntary Reporting Program. ERT’s experience in developing and operating a private Registry of greenhouse gas (GHG) emissions affords us a unique perspective on the technical, legal and institutional issues related to accurate methods for measuring and registering real GHG emission reductions.  I hope these comments will be helpful as the Department searches for an appropriate response to the President’s February 14, 2002 Directive, wherein he proposed reforms

“…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.”

The suggestions provided below highlight some of the key issues necessary for a credible approach to registering real reductions.  In the interest of brevity, I am not providing comments on methodological issues and measurement techniques. A large body of methodological work is available from the EPA and the IPCC that adequately addresses the technical issues involved in estimating GHG emissions.  The problem confronting industry is not lack of technical guidance but a lack of clear policy guidance.

1. The first challenge to overcome is to define the commodity to be registered.  The Department of Energy (DOE) must clearly define what constitutes a creditable ton of emission reductions. Emissions are easily defined as releases of certain gases to the atmosphere.  Reductions on the other hand have been defined in different ways.  I suggest that a clear distinction be made between actual mass reductions of direct emissions occurring across a span of time, and reductions defined as avoided emissions growth or decreases in emissions intensity. Ultimately the challenge before us is not to slow the rate of growth of emissions, or to become more efficient as emissions continue to grow.  Rather, the best science available to us today clearly indicates that in order to avoid the adverse consequences of a doubling or tripling of current CO2 levels, the United States must learn how to achieve actual reductions of aggregate emissions over time. Therefore, a serious registry should be designed to register only real reductions as experienced by the atmosphere. 

2. In order to enforce the standards, the Registry should be empowered to reject reduction claims that are judged to be out of compliance with a clear and enforceable definition of a real reduction. Previous claims submitted to the 1605(b) program should be reviewed under the same criteria. 

3. A transferable credit requires clear legal ownership of the reductions.  This problem is particularly acute when it comes to indirect emissions.  Indirect emissions refer to emissions that occur as a result of the activities of one entity, but that are released from sources owned or operated by another entity.  A classic example is the indirect emission of GHGs resulting from use of electricity.  A company undertaking energy efficiency improvements may claim ownership over the reduction in emissions that results from that activity, but the power company generating the electricity may also claim the same reductions since the reductions occur from sources they own or control. In my view, the entity owning the assets where emissions occur is the entity that has ownership of those emissions. Contractual terms could sort out these opposing claims, which would remove the ownership or double counting problem. 

4. Even if the ownership issues are solved, there are other problems with equating direct and indirect emissions.  A decrease in indirect emissions may result in actual reductions or in avoided growth in emissions.  In the US, we have experienced annual improvements in energy efficiency and productivity while at the same time annual electricity production and GHG emissions from power plants continue to increase.  In large measure, these increases in efficiency have mitigated growth of emissions but have failed to create real reductions in emissions over the last decade. This raises the question, “what is the relationship between reductions in electricity use and emission reductions?”  The answer is that the two are interlinked but different.  The registry should reward real reductions and not create confusion between avoided growth and real mass reductions of emissions. One possibility is to register direct emissions decreases in units of tons of CO2 equivalent, and to register indirect emissions performance in different units, i.e.units of kilowatt hours reduced. This allows companies to document their performance in improving energy efficiency without prejudging how credits for these activities will ultimately be translated into GHG reduction credits. This will assist potential buyers in discriminating between different commodities, which will ultimately lead to a better-informed market and a more efficient allocation of resources.

5. Clearly define what constitutes a company.  Initial studies of this problem by the WRI/WBCSD GHG Protocol effort, the Pew center, the American Petroleum Institute, and others have identified difficult challenges in defining a company over time.  Ownership, operational control, and equity share are all reasonable ways to define a corporate entity, but which approach to boundary setting is the right one? The Registry should provide clear policy guidance to ensure that corporate inventories are developed in a consistent manner. The guidance should address how to handle acquisitions and divestitures over time through the use of adjustments to the baseline.

6. Require comprehensive and company-wide reporting.  Allowing companies to choose which operations to report on, and which to avoid mention of, invites “cherry picking.”  Project level reporting would allow companies with growing emissions to build a portfolio of reductions through selective reporting practices. Companies should be encouraged to report on a facility-by-facility level in order to improve transparency and facilitate efficient review.

7. The registry should require adequate documentation of performance claims and conduct verification internally or require third party verification.  In order to ascertain that reductions are “real” a company should be able to substantiate their claims with a well-developed emission inventory that includes a clear discussion of boundaries, methodological approach, data integrity, and data management procedures.  Third party verification allows independent assessment of the inventory and should be required on a periodic basis. 

I hope these brief comments are helpful and I look forward to an opportunity to discuss these issues in more detail at the appropriate time.

Sincerely,
Wiley Barbour, PE

Director of Registry Services

Environmental Resources Trust, Inc.

1700 K Street, NW

Suite 703

Washington, DC 20006
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