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Jean E. Vernet, Esq.

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, D.C.  20585

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

Dear Ms. Vernet:

Duke Energy submits the following comments in response to the above-referenced notice of inquiry (NOI) and request for comment from the Department of Energy (DOE).  Duke Energy is a global energy company, headquartered in Charlotte, North Carolina.  Duke Energy operates in 18 countries around the world, producing, transporting, and marketing energy products and providing energy services.  In the U.S., Duke Energy companies operate a large portfolio of natural gas gathering and processing facilities and interstate natural gas transmission pipelines.  Duke Energy companies also operate a diverse mix of electric generating facilities that include natural gas, coal, nuclear, and hydro assets.
Duke Energy supports the President’s approach on global climate change that calls for voluntary measures to reduce the greenhouse gas intensity of the U.S. economy in combination with an increased emphasis on climate science and technology research.  Better understanding of the science of climate change and development of advanced energy and sequestration technologies are critical to the country’s ability to make cost effective long-term reductions in greenhouse gas emissions without crippling economic growth.  Duke Energy also supports the President’s call for improvements in the current 1605(b) voluntary emission reduction program to enhance measurement accuracy, reliability and verifiability.
In examining the various issues that the NOI seeks input on, we struggle to see how the concepts of transferable credits and protection against penalty under future climate policy (hereafter referred to as “baseline protection”) align with a program that calls for voluntary actions to reduce the greenhouse gas intensity of the economy.  While these program elements might indeed be appropriate, even essential, in the design and implementation of a mandatory greenhouse gas emission reduction program, definition of these elements prior to specification of a mandatory program only serves to encourage development of a mandatory regime and to prejudge its ultimate design.  In a more ideal world, voluntary programs to provide transferable credits and baseline protection would be developed in conjunction with the mandatory regime.  These programs, so designed, should meld seamlessly and would likely provide strong incentive for taking early action.  This is really the only way to assure that these program elements would actually be consistent with the chosen regulatory approach.  Historically, virtually all discussion and thinking regarding the concepts of transferable credits and baseline protection have focused on their role in facilitating a cap and trade approach to reducing greenhouse gas emissions.  We note, however, that an emissions intensity of the economy approach ties program objectives to the state of the economy and requires metrics and approaches that are significantly different from cap and trade regimes which ignore economic performance.
The cornerstone of the President’s plan is to reduce the greenhouse gas intensity of the U.S. by 18 percent over the next 10 years.  As such, Duke Energy urges DOE, EIA and the Administration to focus on this objective of the President’s climate plan by devoting similar, if not greater, amounts of resources and time to the program aspects of the plan – including the provision of incentives – as compared to the reporting aspects.
We will continue to expand our own thinking and discussion on how to better relate the concepts of transferable credits and baseline protection to the President's announced greenhouse gas intensity of the economy approach and we look forward to further exchanges of ideas on these issues as the effort progresses.  Accordingly, please view this submission as a summary of our thinking to date, realizing that these thoughts will continue to evolve.  In forwarding these comments, it is not our intent or desire to advocate a cap and trade approach to greenhouse gas emissions mitigation or to otherwise prejudge or advocate development of a mandatory program.
Enhanced 1605(b) Voluntary Reporting Registry Principles
We urge DOE to maintain maximum program flexibility in order to encourage the broadest possible participation.  Rigidity in a greenhouse gas reporting program would be necessary only if the program were to be used as part of a mandatory regulatory program.  Under the President’s voluntary approach, unnecessary rigidity in reporting requirements, including any type of requirement for an independent verification of reports, will likely result in reduced program participation.

The goals and objectives of an enhanced 1605(b) reporting program will not necessarily be the same as those of other reporting programs.  Therefore, the requirements of other reporting programs should not be a major factor in the design of an enhanced 1605(b) program.

Further, we believe that an enhanced 1605(b) reporting program should allow comprehensive reporting of all actions taken that contribute toward meeting the President’s objective.  Some of these actions will be enabling in nature and the greenhouse gas intensity benefits may not be directly quantifiable.  Extension of the natural gas infrastructure into regions where it is still lacking, for example, will facilitate reductions in the greenhouse gas intensity of the economy by providing others the option of switching to this lower emitting, formerly inaccessible, energy resource.   Similarly, various entities may choose to contribute to efforts to accelerate development and deployment of new, lower-emitting technologies.  All such activities would contribute to the President’s goal of achieving an 18% reduction in the greenhouse gas intensity of the U.S. economy and should be recorded in an enhanced 1605(b) reporting program.

As with the current 1605(b) program, an enhanced voluntary greenhouse gas reporting program should continue to allow each reporting entity the flexibility to determine the scope of its report in terms of geographic and facility coverage, the greenhouse gases included in its report, and whether or not indirect emissions are included.  Enhanced voluntary reporting should also preserve the current flexibility to define a project baseline (or reference case) in a way that makes the most sense for the particular project.  There is a wide assortment of potential reduction projects that could be reported.  It would not be appropriate or necessary to mandate a single method for determining every project baseline.  The modified project reference case concept that is incorporated in the current program guidelines should be retained.  An enhanced voluntary reporting program should also incorporate the current 1605(b) guidelines with respect to reporting thresholds.  Reporting of any and all emissions and emissions reductions, avoided emissions or sequestered carbon should be welcomed, regardless of the size.

An enhanced voluntary greenhouse gas reporting program should continue to recognize and provide for the reporting of avoided emissions.  Actions that avoid the production and release of greenhouse gases are at least as important and credible from an environmental perspective as actions taken to reduce emissions.  It should not matter what type of action is responsible for the avoided emissions or why the action is taken.  All that should matter is that the reported action in fact results in avoided emissions.  

Duke Energy encourages DOE to include in any enhancement of the 1605(b) program provisions that allow for the reporting of emissions intensity.  Reporting of emissions intensity will help entities demonstrate their individual contributions to reducing overall greenhouse gas intensity.  For the electricity sector, emissions intensity would be expressed as total emissions over total net electricity produced (pounds/megawatt-hour for example).  Net electricity produced should include electricity from all sources, emitting and non-emitting.  Only by including all sources of electricity generation would the metric be meaningful.  For the natural gas sector, a possible metric could be emissions per unit of gas throughput (pounds/million cubic feet for example).

Transferable Credits and Enhanced Voluntary Greenhouse Gas Reporting

As previously indicated, we struggle to see how the concept of transferable credits and baseline protection align with a program that calls for voluntary actions to reduce the greenhouse gas intensity of the economy.  Transferable credits and baseline protection imply a mandatory cap and trade program.  Without such a program, there is no need for either transferable credits or baseline protection.  Also, absent a cap and trade program, transferable credits and baseline protection would serve no purpose.

However, if one were to attempt to design reporting requirements for a mandatory program or for a voluntary program intending to provide transferable credits and baseline protection for possible future use, we believe the reporting requirements associated with such a program would need to be very prescriptive.   A mandatory program would need to ensure that all credits are of the same quality and all baselines are established using the same methodology.  Therefore, we believe that if an attempt is made to update the current 1605(b) reporting guidelines to accommodate transferable credits and baseline protection, the resulting reporting requirements would need to be very prescriptive.  However, we do not believe this is or should be the sole or primary objective of an enhanced reporting program and since the level of reporting rigor that would be required to meet such an objective is inconsistent with the voluntary nature of the President’s plan and the 1605(b) program, we believe that attempting to accommodate these concepts would by necessity dictate the need for two distinct levels of reporting requirements.  Therefore, if DOE modifies the current 1605(b) reporting requirements in an attempt to accommodate transferable credits and baseline protection, we recommend that the program reporting requirements reflect two, perhaps linked, levels of reporting stringency.

Consistent with our previous comments about the need to maintain flexibility and remain consistent with the goals and objectives of a voluntary reporting program, we believe that any enhanced reporting guidelines should continue to establish a set of minimum reporting requirements that a submittal must meet before being accepted into the registry.  What those minimum requirements are and how much they might differ from the current 1605(b) guidelines is subject to debate, but we believe they should at a minimum incorporate the basic principles we identified above.

One possible area where enhanced guidelines could build on the current program is in the area of supporting documentation.  Adding requirements that call for more detailed information on a reported project would enhance the measurement accuracy, reliability and verifiability of a report.  The challenge will be to design the enhanced reporting requirements in a way that improves the overall reliability of program without placing too much of a burden on entities wishing to participate in the program.

Beyond the minimum reporting requirements could be a second, more prescriptive level of reporting that could be included in an enhanced registry that would specify the minimum reporting requirements needed to be met to be considered for the elusive transferable credits or baseline protection.  While even meeting these reporting requirements would not guarantee the receipt of transferable credit or baseline protection under a possible future regulatory program, there might at least be an increased possibility versus simply meeting the minimum reporting requirements that they would receive consideration under a possible future regulatory program.  With a two level reporting approach, each reporter could decide on the level of reporting it wants to meet based on its individual reporting objectives and its perception of the potential future value of reporting under the prescriptive requirements versus simply meeting the minimum reporting requirements.  Under this approach an enhanced 1605(b) reporting program could serve as a repository for emissions and emission reductions that could possibly be considered for credit if a future regulatory program is ever developed.  It may also be useful to link the two levels of reporting in a manner that would allow a reporter the ability to “upgrade” specific reported results from the minimal level to the more prescriptive level required for transferable credits and baseline protection should the reporter find it useful to do so at a later date.

In summary, Duke Energy encourages DOE to retain maximum reporting flexibility in any enhancements it might make to the current 1605(b) reporting guidelines and not be unnecessarily influenced by other reporting programs that may not share the same objectives.  An enhanced reporting program should incorporate many of the attributes of the current system, including the ability to report avoided emissions.  It should also include provisions for reporting emissions intensity and allow for the comprehensive reporting of all actions that contribute to the President’s goal of reducing the greenhouse intensity of the U.S economy.  Finally, while Duke Energy believes that reporting requirements aimed at addressing the elusive concepts of transferable credit and baseline protection would need to be very prescriptive, they should not be the driver for changing the current program.  Instead, any reporting requirements targeted at transferable credits or baseline protection should be optional, not mandatory requirements.
Sincerely,
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James R. Hendricks, Jr.
Vice President

Corporate Environment, Health & Safety
xc :
Vicki A. Bailey, Assistant Secretary, DOE Office of Policy and International Affairs

Margot Anderson, Deputy Director, DOE Office of Policy

Larisa Dobriansky, Esq., DOE Senior Policy Advisor


James L. Connaughton, Chairman

