

June 5, 2002

Ms. Jean Vernet

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 Ms. Vernet,

Thank you for the opportunity to provide suggestions for improving the 1605(b) program. The following comments are submitted to you by the members of the Partnership for Climate Action, a collaboration of business and environmental leaders dedicated to climate protection. The members are Alcan, BP, DuPont, Entergy, Environmental Defense, Ontario Power Generation, Pechiney, Shell International and Suncor Energy.

We applaud the initial effort to establish the 1605(b) registry. In its current form, though, the registry has limited utility and therefore should be improved to meet the interests of those who are reducing their greenhouse gas emissions (GHGs). These interests include establishing a record of historical emissions performance, the ability to engage in emissions trading, and environmental integrity.  Ideally, the registration of a verified historic emissions inventory and reductions will result in credit for early action in any future climate program, including recognition of transferable credits where appropriate.
Various governments in the U.S. and abroad are proposing or implementing GHG reduction programs, both voluntary and mandatory. In either case, participants will seek to establish their historic emissions profile, and many participants will seek to use emissions trading. For a registry to support these endeavors, and to assure environmental integrity, certain features are necessary.

At its most basic level, a registry provides a central, independent repository for credible information about emissions activities, providing participants and stakeholders a reliable and accessible backbone of information.  In the absence of an explicit regulatory framework, a registry can provide a system for comparability among diverse efforts that emitting entities will launch. A registry also provides guidance where the quality of emissions reductions vary.

In particular, each 1605(b) reporter should have to report total entity-wide, U.S. emissions for at least the major GHGs associated with their operations if they want to subsequently report project-level emission reductions under the program, recognizing that U.S.-only reports may not represent a full inventory for a single reporting entity. Entity-wide emissions and project-level  reductions reported should include some type of independent verification sponsored by the reporter before being accepted. 
A market-oriented registry should ensure the legitimacy and fungibility of the tons of reductions it accepts by  establishing standard measurement and estimation protocols and requiring external, third-party verification.  To best promote fungibility in the marketplace and provide customers with confidence in the value of their transactions, a consistent application of a standard, transparent, fully-disclosed set of measurement and estimation requirements is essential. 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 different types of emissions clearly separated.  Also, where ownership of certain emissions reductions has been legally established or transferred by a reporter, the registry should require relevant disclosure and documentation.

Additionally, to ensure comprehensive reporting and transparency and guard against leakage, at a minimum registrants must report  total U.S. emissions for the entity. The registry should also have the flexibility to accept and recognize other international emissions inventory and reduction data from entities in order to support international trading activities. Market-oriented registries must ensure that each registrant’s boundary is clearly defined and that all major emissions within that boundary are reported.  Although entity-level reporting is required to support a global, market-oriented registry, under certain circumstances it may be appropriate to register independent projects.  In such a case, an independent baseline must be established and verified.  

The registry ultimately is responsible for accurately recording and tracking the ownership history of each registered reduction, credit, or allowance.  The registry therefore performs both an audit and an accounting function.  The audit function is satisfied by a requirement to  report emissions reductions that are independently verified, and the accounting function is supplied by a rigorous record-keeping system, including the documentation of transactions from previously reported reductions to maintain clear ownership. These essential joint functions and other commercial or contractual guarantees provide customers with confidence in this emerging market. 
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 emission reduction program.  In this emerging GHG market, the value of emission reductions is highly dependent on participant confidence that the reductions will be redeemable for allowances in any potential future regulated systems.  

To minimize reporting requirements, it is important that the registry be designed such that it is consistent and compatible with emerging State, other national, and international practices and standards.

In summary, DOE’s current Section 1605(b) registry is inadequate because it does not require registrants to submit verified emissions information. By requiring participants to  report U.S-wide,  emissions and reductions that have been subject to some third-party verification, meeting international requirements for information, and  bifurcating direct and indirect emissions, 1605(b) can provide a credible record of emissions performance and be a useful tool in the GHG market.

Sincerely,

Dan Gagnier
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