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June 5, 2002

Office of Policy and International Affairs

Office of Electricity and Natural Gas Analysis, PI-23

US Department of Energy

Forrestal Building, Room 7H-034

1000 Independence Avenue, S.W.

Washington, DC  20585

Attention:  Voluntary Reporting Comments

Dear Sir or Madam:

The American Petroleum Institute (API) appreciates the opportunity to respond to DOE’s notice of inquiry and request for comments on possible modifications to the guidelines governing the Voluntary Reporting of Greenhouse Gases Program (VRGGP).  API represents more than 400 companies involved in all aspects of the oil and natural gas industry.  In preparing these comments, API has considered its own experience in compiling and comparing greenhouse gas (GHG) estimation methodologies relevant to oil and gas industry operations, as well as the VRGGP guidelines published in 1994, the instructions for Form EIA-1605 published in February, 2002, and other sources.

API believes that the existing VRGGP is a flexible program that encourages voluntary participation and minimizes the bureaucratic obstacles for reporting greenhouse gas emissions, emissions reductions, emissions avoided, and carbon sequestration.  We support continuation of this valuable program.  However, much has changed since the original guidelines were published in 1994.  For example, there has been a proliferation of proposed emission estimation methodologies that raises consistency issues across different state, federal, and even international emissions estimation systems.  This also complicates emissions estimation efforts for companies with global operations.  

At the same time, there is a growing tension between a flexible US system that promotes widespread, low-cost participation in a voluntary reporting program and the potentially much more stringent reporting requirements necessary to support emissions caps and emissions trading systems like those envisioned in Europe.  Overall, an update of the U.S. guidelines is appropriate, particularly in light of the President’s directive to “enhance the measurement accuracy, reliability and verifiability” of the VRGGP Greenhouse Gas (GHG) Registry, but the updating effort should be guided by the goal of enhancing voluntary participation in lieu of an mandatory program. 

Additionally, it is important to remember that the VRGGP supplements the annual Emissions of Greenhouse Gases in the United States report produced by EIA as required under Section 1605(a) of the Energy Policy Act of 1992.  It is the 1605(a) report that is the current basis for fulfilling national reporting requirements.  The voluntary registry, however, provides a useful calibration of part of the emissions included in the national report.

Section 1605(b) of the Energy Policy Act of 1992, which provides the legislative authority for the VRGGP, calls for the creation of a voluntary program for reporting greenhouse gas emissions, emissions reductions, emissions avoided, and carbon sequestration.  In its existing guidelines, DOE adds two additional goals for the program:  to inform the public debate and to create educational exchanges.  In terms of public education, we would want to avoid any provisions that would have the unintended consequence of understating the true cost of GHG reductions.  API believes that these two additional goals are fully compatible with the intent of Section 1605(b) and should be retained in any new guidelines.  However, API does not believe that it would be appropriate for new guidelines to change the basic nature of the VRGGP.  To promote and enhance participation, the VRGGP must remain: 

· Voluntary, 

· Highly flexible, and  

· Relatively free of bureaucratic obstacles.

The President’s directive to strengthen the VRGGP can be achieved without changing the basic voluntary nature of the program.  

Since 1994, many efforts have been devoted to improving the accuracy, reliability, and verifiability of greenhouse gas emissions estimates.  One such effort has been API’s development of a Compendium of Greenhouse Gas Estimation Methodologies for the Oil and Gas Industry.  The Compendium, which is neither a standard nor a recommended practice for the development of emissions inventories, provides a compilation of recognized methodologies for estimating carbon dioxide and methane emissions from the full range of oil and natural gas industry activities.  Use of such techniques would contribute to meeting the President’s call for increased accuracy and reliability in the VRGGP’s GHG Registry.  Use of the Compendium’s transparent methodologies also would simplify verification.  Three (3) copies of the Compendium (hard copy and CD version) and a Synopsis of its contents are being submitted by mail under separate cover. 

The Compendium is a living document that will be updated as sufficient new information becomes available to warrant a new version.  The attached version is the first release, which is currently undergoing pilot testing by both API-member companies and other interested parties.  API plans to issue a revised version of the Compendium by year-end that will incorporate comments and revisions obtained during the pilot test phase.  One important lesson learned in the continuing development of the Compendium is the difficulty of developing consistent emissions estimation methodologies that yield consistent emissions estimates – and consistency is essential for credibility

API believes that the approach and techniques outlined in the Compendium and similar efforts by other industries should be incorporated, at least by reference, into revised VRGGP guidelines.  Specific recommendations for how the Compendium might be used by DOE are detailed in the attached comments in response to the issues raised in the DOE request for comments.

Please call me if you have any questions or if I can be of further assistance.

Sincerely,
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Attachment

API Comments on

DOE’s Notice of Inquiry and Request for Comments on 

Possible Modifications to the Guidelines Governing the 

Voluntary Reporting of Greenhouse Gases Program (VRGGP)
A. Issues Related to Scope
API recommends that the existing VRGGP guidelines be expanded several ways.  They should:

· incorporate, at least by reference, the many new sources of information on emissions estimating techniques that have become available since 1994; 

· provide a separate sub-section on carbon sequestration; and

· provide for reporting reductions in greenhouse gas intensity.

An additional issue that relates to “scope” is the proliferation of emissions estimation methodologies.  Reporting entities participating in the VRGGP should have the flexibility to use their preferred, valid methods of emissions estimations, especially in complex industries like the oil and gas sector.  At the same time, some standardization of calculation methodologies without tightly prescribed techniques may promote participation in the VRGGP for entity-wide, project specific and sequestration emissions reporting.  Suggestions on ways to balance these objectives are contained in later sections of these comments.


Incorporate new information on estimating techniques
The current guidelines include emissions factors and engineering calculation approaches for estimating emissions from a variety of sources.  Since 1994, much new information has become available on both emissions factors and engineering calculation approaches. Additionally, as equipment and operating techniques improve, emissions factors need to be periodically revisited to ensure their accuracy and relevance.  Further, as methodologies are updated, reporting entities may need to note the implications of changed methodologies on their emissions estimates.  Ideally, all of this information (including new and revised methodologies) should be included in DOE’s guidelines, although we realize that the total volume of information may be too large to incorporate verbatim.  On the other hand, merely listing citations to this literature in a reference list is not likely to call sufficient attention to its content and potential usefulness. 

Accordingly, API suggests that DOE issue a general solicitation for information on greenhouse gas emissions estimating techniques, then evaluate the information it receives for its relevance to the VRGGP.  A short summary of each relevant resource, and information on how to obtain it, should be included as part of the new guidelines.  In summarizing these resources, DOE should make it clear that it does not endorse any specific resource, but rather is providing information on their availability.  As will be discussed later in these comments, API strongly recommends against DOE prescribing specific emissions estimation techniques for the VRGGP.  Endorsing specific sources of information could be seen as prescribing the estimation techniques they contain.  

We believe that API’s Compendium of Greenhouse Gas Estimation Methodologies for the Oil and Gas Industry is one such useful resource and would welcome DOE’s including a discussion of the Compendium’s contents in their revised VRGGP guidelines.  However, as indicated above, the Compendium is neither a standard nor a recommended practice and should not be portrayed as such, and will be updated as new information becomes available.  Overall, emissions methodologies used in reporting should be available for DOE review or reference and methodologies used by participants should be documented in their reports.


Provide a separate section on sequestration
Since 1994, there has been an evolution in thinking about the potential for carbon sequestration, due in large part to DOE research in this area.  Capture and geologic sequestration of carbon has been demonstrated and the possibility of sequestering carbon in the oceans has been explored both conceptually and experimentally.  Since these topics do not fit well into the current structure of the VRGGP guidelines, API recommends that the revised guidelines combine the current discussions of carbon sequestration in the forestry and agriculture sector-specific guidelines, and that new discussions of geologic and oceanic carbon sequestration into a new separate section.  Such an approach would make it easier for reporting entities to find and utilize information on carbon sequestration. 

Form EIA-1605 treats carbon sequestration as a separate class of projects, but all of the examples provided are for biological sequestration.  Geological sequestration projects would have to be reported as “Other.”  API believes that geological sequestration has great potential to reduce the accumulation of carbon dioxide in the atmosphere and should be given equal weight with other sequestration techniques. 


Provide for reporting reductions in greenhouse gas intensities
President Bush has established a goal of reducing the greenhouse gas intensity of the U.S. economy by 18% over the 2002 – 2012 period, but the existing VRGGP guidelines do not have any provisions for reporting greenhouse gas intensity.  API suggests that the revised VRGGP guidelines include a discussion of greenhouse gas intensity and methodologies for reporting both GHG intensity and reductions in GHG intensities.  Also, EIA could provide selected data on current GHG intensities by sector to permit some calibration by participants in the VRGGP.  Adding GHG intensity information is necessary to bring the VRGGP into line with the approach the Administration has chosen for evaluating GHG emission reductions.  Additional comments on GHG intensity reporting are provided in the “Institutional Issues” section below.  

B. Issues in the Relationship of the GHG Registry to Other Approaches in GHG Reporting
Relationship to other reporting initiatives

The most attractive feature of the current GHG Registry is its flexibility.  Both the existing guidelines and the instructions for Form EIA-1605 encourage reporting based on data collected for other reasons, including for participation in other reporting initiatives (such as the Natural Gas Star program). They make the reasonable request that the data be presented in a format consistent with GHG Registry requirements, but since these are flexible, little additional burden is imposed by participation in the VGGRP.  API strongly recommends that this flexibility be retained.  The suggestions API has made for increasing the scope of the VRGGP guidelines should in no way reduce this flexibility. 

As its name implies, API’s Compendium includes a variety of estimating techniques, some of which are used by other reporting initiatives.  The Compendium was developed based on an extensive review of current domestic and international emissions estimation techniques applicable to oil and natural gas industry operations.  It maintains flexibility by providing multiple emissions estimation approaches, where possible, thus enabling reporting entities to make use of readily available information.  

API is concerned about possible inconsistencies in GHG emissions reporting under different programs ranging from state to federal initiatives to programs in other nations.  For that reason, API is pursuing efforts to develop a consistent emissions methodology applicable to oil and gas industry operations worldwide.  API is also concerned that multiple emissions registries may lead to increased cost, duplication and double counting.  Enhancing and promoting the 1605(b) program should enhance consistent reporting under a wide variety of reporting initiatives, reduce problems of double-counting or under-counting, and reduce potential costs of multiple registries.

C. Institutional Issues
Timeframe for reporting data

DOE should make it clear to new reporting entities that the Bush Administration initiative is forward-looking, and that entities that want to begin reporting with their current emissions are under no obligation to attempt to estimate and report past emissions. 

As a practical matter, any entity that had not already established an emissions inventory at an early date will find it difficult, if not impossible, to reliably estimate its emissions from long ago.  Because so much has changed in the world, reconstructing emissions inventories for early dates is becoming an increasingly meaningless exercise.  President Bush realized this when he established his goal for reducing the greenhouse gas intensity of the U.S. economy by 18% from 2002 to 2012, thus promoting enhanced participation from this day forward.

Reporting entity definition

API sees no reason to change the current guidelines that allow the full range of entities (individual citizens or resident aliens; any incorporated companies, organizations, or groups; government entities) to report.  The revised guidelines also should encourage participation by every sector, especially the residential sector.  A case study demonstrating how an individual consumer could calculate her/his emissions and emissions reductions would be one way of encouraging individual participation.

Level of reporting

API sees no reason to change the current guidelines that permit great flexibility in the level of reporting, i.e., from entire entities to specific projects.  The current guidelines’ requirement that the level of reporting be clearly identified should be retained, and assurance of protection against penalty under future climate policy should be extended to all levels of reporting.  Since there is a growing trend for entities to outsource activities, the guidelines should also include provisions for voluntary reporting of emissions from third party contractors and outsourced operations and services.  API recommends accounting for emissions from these activities separately, if an entity chooses to report these emissions.   Overall, reporting requirements should be flexible and reporting entities should not be burdened with providing large amounts of data under the VRGGP.

Reportable GHGs

Appendix A of the instructions to Form EIA-1065 lists 50 GHGs that can be reported, plus a catchall category of “other.”  API believes that the entire list should be retained in any modified guidelines, and that global warming potentials (GWPs) should be provided for each gas in order to allow reporting entities to calculate their emissions or emission reductions in units of carbon equivalent.

Indirect emissions

The existing guidelines and instructions for Form EIA-1605 allow the reporting of both direct and indirect emissions.  Subject to the caveats addressed below, API believes that entities should continue to be permitted to report reductions in indirect emissions resulting from the purchase or sale of electricity and steam, provided that a clear distinction is made between direct and indirect emissions as well as between the components of indirect emissions (e.g., steam and electricity).  This distinction between direct and indirect emissions is covered in the API Compendium. 

For example, cogeneration (co-gen, or combined heat and power, CHP) -- widely recognized as a potentially attractive energy efficient and GHG emissions-reducing technology -- offers a clear instance of the importance of being able to include reductions in indirect emissions in any evaluation.  While co-gen projects may increase direct facility emissions somewhat (although far less than alternative sources of power), they generally provide for greater reductions in indirect emissions.  The combined generation of electricity and process steam frequently results in higher overall efficiency and lower GHG emissions than the purchase of electricity and the separate generation of process steam. These benefits can only be demonstrated if there is a full evaluation of indirect emissions. Many API-member companies have installed, or plan to install co-gen projects, and we believe that they should be able to report the full benefits of these projects in the VRGGP. 

However, the analytical difficulties involved in estimating indirect emissions, and the implications for an entity’s overall emissions, should not be underestimated since this entails far more than simply knowing the generation source of purchased electricity.  While entities should have the ability to report reductions in indirect emissions in the VRGGP (to avoid possible double counting), a clear distinction should be made between direct and indirect emissions.  The following simple example shows how this double counting could arise.  Suppose an electricity supplier implements an energy efficiency program that reduces greenhouse gas emissions by 5% per kilowatt-hour and reports the direct emissions reduction under the VRGGP.  The users of the electricity become aware of the lower emissions and report that their indirect emissions have been reduced by 5%.  If no distinction is made between direct and indirect emissions, the same emissions reduction will be counted multiple times.

DOE also asks for comments on whether and how life cycle and fuel cycle emissions -- sometimes portrayed as forms of indirect emissions -- might be included in VRGGP reporting.  For example, a company undertaking a waste reduction program might claim that the emissions avoided by not manufacturing or disposing of the material saved (by waste reduction) are indirect emissions or avoided emissions suitable for reporting under the VRGGP.  Similarly, a company reducing its use of liquid or solid fuels might wish to claim not only the reduced emissions from reduced fuel use, but also the reduced emissions associated with the avoided production, refining and transportation of that fuel.  In addition, vehicle manufacturers might wish to claim emission reductions due to reduced fuel use over the life of the more fuel-efficient vehicles they manufactured, while the users of these vehicles might also want to do the same for the more fuel-efficient ones they purchased. 

While these arguments have theoretical interest, the practical difficulties of obtaining accurate, reliable, and verifiable estimates of the indirect emissions avoided by waste reduction or by reduced use of liquid and solid fuels are so great that reporting of such claims would be highly problematic at this time.  For example, many companies have instituted programs to reduce paper waste and can demonstrate significant reductions in the tons of paper used.  However, the greenhouse gas emissions associated with the production of that paper vary widely, depending on the type of paper saved and the technology used to produce it.  Similarly, the emissions associated with the fuel cycle for liquid and solid fuels vary greatly depending on where the fuel was produced, how it was refined, and how it was transported.  

Overall, API is concerned that available life cycle and fuel cycle emissions reduction methodologies are not adequate to properly document reduced or avoided emissions.  However, API would support DOE efforts to advance science and emissions methodologies in an effort to reach the point where life cycle and fuel cycle emissions methodologies are adequate to obtain accurate and verifiable emission reduction estimates, while also addressing significant other issues such as double counting.

Avoided emissions and baselines

The request for comments treats these two topics separately, but API will comment on both together since they are inter-connected.  All calculations of emissions reductions involve determining a baseline and the emissions avoided by making some change from that baseline condition e.g., the implementation of energy efficiency technology or the use of lower carbon fuels.

The instructions for Form EIA-1605 list dozens of potential emissions reduction projects, but also recognize that the list is not comprehensive; projects that do not fit into the existing categories can be classified as “other.”  This flexible approach to the types of projects that may be reported should be retained.  

The current guidelines, particularly the sector-specific subsections, contain a range of examples for determining both baselines and avoided emissions, but are not prescriptive in their approach.  This non-prescriptive approach should be retained.  The expansion of the guidelines recommended by API would provide still more information to guide reporting entities, but should not be considered a limitation on how emissions baselines and emissions reductions may be calculated.

In many situations, reporting emissions or emissions reductions in terms of intensities (i.e., greenhouse gas emitted per unit of output) would provide a more accurate assessment of the benefit achieved.  If a plant increases its output by 50%, but only increases its greenhouse gas emissions by 25%, it is a better performer in greenhouse gas emissions terms, even though its absolute emissions have increased.  President Bush recognized this fact in establishing a goal of reducing the greenhouse gas intensity of the U.S. economy by 18% over the period 2002 – 2012. 

However, neither the existing VRGGP guidelines nor the instructions for Form EIA-1605 allow for the reporting of improvements in greenhouse gas intensities.  This shortcoming should be rectified.  API strongly recommends that any revision in the existing guidelines include the ability to report greenhouse gas intensity.

Flexibility also should be provided in the choice of unit of GHG intensity.  In complex manufacturing processes, such as petroleum refining, many products are produced from many inputs.  For example, some people think that gasoline comes entirely from crude oil, or that only gasoline comes from crude oil.  In reality, gasoline is a blend of materials, most of which are derived from crude oil, but some of which come from natural gas or chemical processing.  Moreover, while some refineries are designed to maximize gasoline production, none make gasoline exclusively.  All produce a variety of other fuel products, and some also produce products such as lubricants, specialty products, chemical feedstocks, and asphalt road materials.  Thus, setting a single definition of unit of GHG intensity for the refining industry (e.g., units of carbon equivalent per barrel of crude refined) could penalize some refineries (e.g., those using more non-crude oil inputs), and would probably discourage some potential reporting entities.  Allowing reporting entities to choose the unit of GHG intensity most appropriate for their operations would overcome this problem.  

Additionally, it would be helpful if DOE would provide examples of current GHG intensities for key sectors included in the national emissions inventory because developing meaningful GHG intensity comparisons within and among different sectors of the economy may be more complex than is first apparent.  For example, in an industry with significant price volatility, one has to wonder whether emissions per “constant” dollar of output would have the same credibility as emissions per barrel of throughput.  The practical aspects of sector GHG intensity measures should be carefully considered before any recommendations are made.

Thresholds for reporting emissions

API sees no reason to institute a threshold for reporting in new VGGRP guidelines.  Any threshold would discourage or eliminate individual citizens and small industrial operations, from reporting.  As indicated above, API believes that the full range of entities and sectors, including individual citizens, should be encouraged to report.

Reduction activity reports on domestic and international projects

API sees no reason to change the provisions of the current guidelines that allow reporting on both domestic and international projects without entity-level reporting.  One of the stated objectives of the VRGGP is to provide educational exchanges on the opportunities to reduce greenhouse gas emissions.  A potential reporting entity may have good information to report on a specific project but not at the entity level.  These entities should be encouraged to report that project level information to the GHG Registry, without having to undertake the burden of complete entity level reporting.  The burden of reporting would also be reduced with greater consistency of reporting methodologies across international projects.  Additionally, an entity that has entity-level data should be allowed to also provide project specific data if it wanted to do so.

Transferable credits and transferring ownership of reductions

Currently in the U.S., transfer of greenhouse gas emissions reduction credits is carried out in several markets, which set their own standards for verifying credits, and in bi-lateral transactions between willing buyers and sellers.  These latter transactions can involve whatever standards for verifying credits the parties deem necessary for a commercial transaction. 

API believes that the current level of reporting and self-certification in the VRGGP is appropriate to meet the goals of the program as outlined in Section 1605 of the Energy Policy Act of 1992 and in DOE’s general guidelines.  The Program should not be modified to serve the needs of an evolving emissions trading market. 

Requiring a higher level of certification from all reporting entities, whether or not they seek to transfer the credits they claim, will significantly reduce participation in the VRGGP.  In particular, it will eliminate smaller entities and individuals who are part of the potential universe of reporting entities.  API believes that eliminating these smaller entities would seriously detract from the value of the VRGGP.

Reporting joint activities

The API Compendium recommends two parallel emission inventories, one based on 100% as operated, and the second based on an “equity share in facilities and operations.”  However, since the VRGGP does not have provisions for dual reporting, the guidelines should recommend that partners in joint activities choose a consistent approach and that all agree to report on that basis.  Either approach in the API Compendium will avoid double counting of emissions or emission reductions.

Verification and third-party audits

For reasons stated above, API strongly recommends that the self-certification procedures currently used by the VRGGP be retained, and that there be no requirement for third party audits.  Third party audits can be expensive and time-consuming and may discourage potential reporting entities, particularly smaller entities including individual citizens.  Overall, it should be the responsibility of the reporting entity and not the Registry to provide appropriate verification of its data.

However, we are aware that some entities, including some API-member companies, are already using third-party auditors to verify their emissions inventories and emissions reductions. Currently, the only way that a reporting entity can indicate that they have used a third party auditor is to have the auditor identified as the party certifying the results on Form EIA – 1605.  We believe that DOE should modify Form EIA-1605 to allow these entities the option of including information on any third-party verification procedures they have voluntarily used. 

Confidentiality of reported data

API believes that the current protections for confidential data, both in Section 1605 of the Energy Policy Act of 1992 and in the DOE guidelines for the VRGGP, are adequate and should be retained, as is, in any new guidelines.  Any potential reporting entity not satisfied with the level of protection provided in the Program has the option of not reporting. 

D. Technical Issues
Measurement and estimating techniques

API strongly recommends against the guidelines including prescriptive techniques for measurement and estimation of emissions for two reasons:

1. understanding of measurement and estimating techniques is improving on a continual basis, therefore any mandated set of procedures would soon become outdated; and

2. the range of potential emissions reduction techniques is so large that no guidelines, no matter how comprehensive, could hope to encompass all of them.

API recommends that DOE solicit information on greenhouse gas emissions estimating techniques from all interested parties, then discuss, without endorsing, suitable resources as part of any new VRGGP guidelines.  This approach would greatly increase the body of information DOE is making available on greenhouse gas emissions estimation without making the guidelines unacceptably long.  However, API realizes that even this approach will not ensure that all useable estimating techniques are referenced in DOE’s guidelines. Reporting entities must have the flexibility to use the best available estimating techniques for their specific situation, whether or not these techniques have been discussed or referenced in DOE’s guidelines.  

API recognizes that understanding of emissions estimation is not static and plans to update its Compendium of Greenhouse Gas Emissions Estimation Methodologies for the Oil and Gas Industry as sufficient new information becomes available.  We recommend that DOE also plan regular updates of the information it publishes on estimation methodologies for greenhouse gas emissions.  

Robert Greco, III


Director


Global Climate Programs 





1220 L Street, Northwest


Washington, DC  20005-4070


Tel:  (202) 682-8167


Fax: (202) 682-8579


E-mail: greco@api.org
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