
[image: image1.png]SOUTHERN
COMPANY

Energy to Serve Your World®




June 3, 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 Avenue, S.W.

Washington, DC   20585

Re:   Voluntary Reporting of Greenhouse Gas Emissions, Reductions, and Carbon Sequestration, 67 Fed. Reg. 30370 (May 6, 2002)

Dear Ms. Vernet:

Southern Company respectfully submits the following comments, three copies of this letter, and a computer diskette in response to the above-referenced notice of inquiry (NOI) and request for comment from the Department of Energy (DOE).  We welcome the NOI and appreciate the opportunity to submit comments on the issues raised in the NOI in preparation for DOE making recommendations to the President pursuant to his 120-day directive to the DOE Secretary.  

Southern Company has submitted Form EIA-1605 every year (eight reporting periods) since the program's inception in 1995.  Through year 2001, we have reported total project-based emissions reductions of over 55 million metric tons CO2 equivalent.  As a result, we are very familiar with the voluntary reporting program, its guidelines, and the issues associated with both entity-wide and project-based greenhouse gas (GHG) reporting.

Please note that we support the comments and issue papers submitted by the Electric Power Industry Climate Initiative (EPICI).  We support the overarching principles articulated by EPICI as follows:

"We believe that the enhancement of the registry and improvement of the guidelines merit maximum flexibility and accommodation of different reporting purposes.  The modified reporting system should encourage participation to the maximum extent possible, consistent with the need to develop provisions on transferable credit, baseline protection and credit for past actions.  DOE and EIA should remember that they are refining an existing, workable national and federal registry, and that this 

effort should not be governed or overly concerned with state interests."

We wish to provide our views on the issues and alternatives addressed in the EPICI filing, as well as to address some additional issues we view as important.

1605(b) Registry Reporting Concepts
The EPICI paper, 1605(b) Registry Reporting Concepts, presents two alternate approaches to guide the overall revision and enhancement of the 1605(b) reporting:  (1) Robust reporting, and (2) Specific quantification requirements.  Southern Company strongly supports the robust reporting approach
 to revision of the guidelines and registry.  Our reasons for supporting this approach track those cited in the EPICI paper.  In short, we believe that this approach is best suited to the voluntary, multi-purpose nature of the registry and improves the transparency of the information reported.  At the same time, this approach does not preclude the use of more extensive quantification and verification approaches by those who want to use such methods, and provides better information that can aid the market in determining the value of any reductions
 that are traded.  Please see the EPICI paper for further details.  

We also wish to emphasize that a "robust reporting" approach to enhancing the registry is not inconsistent with the notion of "transferable credits." Under this approach, the flexibility would be available to accommodate those seeking such credits.  This approach is discussed further in the following section.

Transferable Credits for Voluntary Reductions in GHG Intensity
The EPICI paper, Transferable Credits for Voluntary Reductions in GHG Intensity, addresses some of the issues and challenges associated with "transferable credits" under the Administration's climate policy.  

We want to draw your attention to two of the introductory elements of the paper:

· Design of a "transferable credit" for a voluntary program should be different from the transferable credits that are part of a mandatory regulatory program.  

· Design of a "transferable credit" for a program based on GHG intensity requires different metrics and approaches than those used under a mandatory cap-and-trade system.

These elements provide the critical context for developing "transferable credits" within the Administration's announced approach, and we strongly urge DOE to keep them in mind as they proceed with this challenging task.

The EPICI paper suggests a simple definition of a "transferable credit" as "a claim to GHG emissions reductions that can be reassigned from the originating entity to another entity."   Southern Company believes that such a broad, general definition of a "transferable credit" is most appropriate for this country's current circumstances. First, it would be inappropriate to adopt any definition of a "transferable credit" based on concepts from a mandatory regime, because this country currently does not have any federal mandatory requirements regarding GHGs and the President's approach does not propose any.  Second, the President has set an emissions intensity reduction for this country (not a total emissions goal), and any definition of "transferable credits" must be consistent with the intensity goal.  Third, any definition should not prejudge any future climate policy but should accommodate the broad range of possible policy futures, both explicitly and implicitly.  As a result, any definition chosen must be sufficiently broad and general. For these same reasons, Southern Company also does not support establishment of a single, prescribed baseline for determination of either entity-based or project-based emission reductions.  

The paper also discussed the relationship between "transferable credits" and the registry as a whole.  Southern Company believes that any requirements for "transferable credits" should not and do not need to apply to the entire registry. Those reductions for which "transferable credit" is sought could be marked as such within each entity's filing and reported on the basis of whatever criteria are set for the credits.  By using this marking,
 those reductions for which "transferable credit" was being sought could be replicated electronically in a separate registry or subregistry.

Entity-Wide Reporting  

The EPICI paper, Entity-Wide Reporting, identifies a number of the issues associated with defining an "entity" and setting an entity's boundaries for purposes of reporting entity-wide emissions in the 1605(b) registry.  However, the paper does not address the issue of whether entities who choose to report to the registry should be required to include their entity-wide emissions as part of the report.  Southern Company believes that entities should continue to have the discretion to choose whether or not to include their entity-wide GHG emissions in their report.  Any provision that requires reporting of entity-wide emissions is inconsistent with the voluntary nature of the system.  Such a requirement also could discourage participation.

Further, there is no justification for requiring this particular element to be included in all reports.  Some support a requirement to include entity-wide emissions in each 1605(b) report, because they believe that reductions in entity-wide emissions are the only "real" reductions.  Contrary to this belief, changes in entity-wide emissions are not any more reliable as a measure of reductions than project-based calculations.  Entity-wide emissions can change for a variety of reasons that have nothing to do with "real" emissions reductions.  Businesses are dynamic, fluid entities that change and evolve over time.  They acquire and divest assets and business units, change product mixes, and increase or decrease production as their market share changes. For electric utilities these changes can be prompted by differences in weather from one year to the next.  All these activities can cause both increases and decreases in entity-wide emissions.  Many of these changes represent shifts in emissions among entities (i.e., leakage), rather than "real" increases or decreases in emissions.  It is no easier to sort out the leakage from the real reductions at the entity level than it is at the project level.  

We also believe that entities who choose to report should continue to have the option to choose the boundaries for the entity that are consistent with and appropriate for their own reporting purposes.  As the EPICI paper clearly highlights, there are many dimensions to consider when selecting entity boundaries.  These include geographic, business structure and product lines, joint ownership, acquisitions/divestitures, GHGs associated with operations, and threshold considerations.  The set of boundaries that are most appropriate for one industry or one entity may be totally inappropriate for another.  Further, data may not exist for reporting emissions within boundaries that make sense conceptually.  It would be nearly impossible for EIA to lay out strict, comprehensive rules that would be able to cover the range of circumstances that exist within potential reporting entities across the country.  Even simple requirements that seem sensible could cause problems and lead to inappropriate boundaries and unreliable emissions report.  For example, a seemingly simple requirement to include CO2 emissions, with other GHGs as optional, might be problematic for entities from industry sectors that primarily emit non-CO2 GHGs.    

Southern Company does not support imposition of any requirement that a certain, specified percentage of an entity's emissions (e.g., 90+%) must be included in their reporting.  While such a requirement may seem simple and practical, it would be onerous and burdensome.  With the self-certification requirements of the reporting, a requirement to report at least a large, specified percentage of an entity's reductions would mean that all entities would have to quantify all of its GHG emissions in order to demonstrate that they had reported the required percentage of their total emissions.  This would require expending vast amounts of time and resources to quantify even those components believed to be a relatively insignificant fraction of the total emissions.  Again, such a requirement would discourage participation.  At most, entities should be encouraged to make a good faith effort to include the major components when choosing to report their entity-wide emissions.

As an example, consider Southern Company's own reporting history.  All of our reports have included CO2 emissions from our domestic, regulated generation in our entity-wide emissions.  This is clearly the major component of our emissions.  Over time, we began adding the CO2 emissions from our unregulated domestic generation that we owned at the time and from other investments.  Our Form EIA-1605 has grown from 15 projects for the 1995 report to 30 projects in 2001.  In 1999, we began reporting SF6.  We do not include emissions from company vehicles and other mobile equipment in our emissions.  Compiling this information for the vehicles and equipment would require significant additional time and resources, as well as comprehensive data back to the1980s that is probably not even available.  Further, the resulting emissions are likely to be minimal (relative to those from our generation).  If we had been faced with comprehensive reporting requirements, especially in the early years, it is likely that we would have chosen not to report.  The flexibility allowed us to include what we were able to report in the early years, and to expand our reporting over time in a reasonable manner as our knowledge and data evolved.  

In short, strict requirements for reporting entity-wide emissions, particularly those that mandate thorough, comprehensive reporting, would discourage and could even prevent broader participation in reporting to the registry, and might even cause some current reporters to stop reporting.  We strongly urge DOE to keep reporting of entity-wide emissions voluntary, and to not be more prescriptive as to how entity boundaries are set. 

Southern Company appreciates the opportunity to submit these comments, and looks forward to further discussion and work with DOE and EIA on these and other issues relating to the enhanced registry and improved guidelines.  If there are any questions about this material please contact Richard Chastain at (205) 257-6664.

Sincerely,

Charles H. Goodman

Senior Vice President, Southern Company Services

Research and Environmental Affairs

cc: Richard Chastain 

      Lee Ann Kozak

� With robust reporting, reporters have the broad flexibility to develop the data reported in the manner that they deem most appropriate for their own purposes, but would be required to provide in-depth information on how the reported data was developed.


� In these comments, "reductions" should be interpreted as including reductions, avoidances, and sequestration of all GHGs, including decreases in GHG emissions intensity.


� This marking could be as simple as a box that would be checked if "transferable credit" was being sought.


� Replication from a single report would be the preferred approach because an entity's entire report should be kept together in one "place" in the registry, without requiring entities to provide separate or multiple reports.





