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February 16, 2004

Mr. Mark Friedrichs, PI-40

Office of Policy and International Affairs

U. S. Department of Energy

Room 1E190

1000 Independence Ave., SW

Washington, D.C.  20585

RE:
Comments on the General Guidelines for Voluntary Greenhouse Gas Reporting; Proposed Rule, 68 Fed. Reg. 68204-68231, December 5, 2003

Dear Mr. Friedrichs:

TXU Energy appreciates the opportunity to comment on the Department of Energy's General Guidelines for Voluntary Greenhouse Gas Reporting as published in the Federal Register on December 5, 2003.  The principle business of TXU Energy (hereinafter referred to as TXU) is the production and marketing of electrical energy primarily in Texas.  TXU's twenty-two (22) plant fossil fuel-fired generation fleet has a net capacity of 16,823 megawatts and includes coal-fired steam generating units, gas-fired steam generating units, simple-cycle gas turbines and combined-cycle units.  TXU also owns and operates the Comanche Peak Steam Electric Station, a nuclear-fueled 2300 megawatt facility.

TXU has participated in the joint Department of Energy (DOE)/industry Climate Challenge program since its inception.  TXU has developed a project-based voluntary greenhouse gas reduction program, including carbon sequestration, for projects started after 1990 and has reported the results of its program under the 1605(b) guidelines each year beginning in 1995.  Between 1991 and 2002, TXU 's program has resulted in the avoidance, reduction or sequestration of the equivalent of more than 224 million short tons of carbon dioxide. DOE's annual summaries of the 1605(b) reports shows that TXU's programs have reported the largest voluntary reductions for any investor-owned electric utility in the United States.  TXU has accomplished these results despite being in an economic growth area with increasing demand for electricity.

TXU Energy supports a voluntary approach to reducing greenhouse gas emissions.  We support the Administration's goal of reducing the power sector's carbon intensity during this decade.  

TXU Energy is a member of the Edison Electric Institute (EEI) and the Electric Power Industry Climate Initiative (EPICI).  Through these organizations we have been part of the dialogue between the energy sector and DOE, including submittal of written comments and participation in public meetings.  We endorse and support the detailed written comments on the General Guidelines offered by EEI as well as the prior correspondence from EEI and EPICI.  Rather than reiterate those comments, we have highlighted below the concerns we have with the proposed Guidelines for your consideration.

1. Piecemeal Approach
There are three pieces to the 1605(b) reporting program:  (1) the General Guidelines, (2) the Technical Guidelines, and (3) the reporting forms.  Unfortunately, only the General Guidelines are available at this time and there are several places in the Guidelines where references are made to certain information being available later when the Technical Guidelines are published for comment.  We have been participating in the Climate Challenge program since its inception and we have worked through acceptable methodologies with DOE.  We have a mature greenhouse gas reduction program, with agreed upon methods in place to gather information, make the necessary calculations and report the results.  Without the Technical Guidelines and the reporting forms, both of which implement the General Guidelines, we cannot make meaningful comments on the entirety of the 1605(b) program.  We do not see any advantage in this piecemeal approach.  We would prefer to see the entire program so we could determine how the reporting/registry programs would work in their entirety so we could offer meaningful comments and suggestions.  Our experience is that "the devil is in the details" and we don't know what the details are at this time.  We recommend that DOE develop and publish the Technical Guidelines and the reporting forms and then specify a comment period sufficient to enable those who would participate in the program to provide meaningful and constructive comments.

We are further concerned about DOE's comment at the public meeting that we need to  "take our best shot" at the General Guidelines now because the General Guidelines will be reissued with the Technical Guidelines but DOE is unlikely to revisit issues in the General Guidelines that have already been commented on in this go-around.  

2. Tiered Reporting and Registry System
TXU is opposed to a duel reporting/registry system.  We believe it is inconsistent with the Energy Policy Act and the intent of a voluntary reporting program specified under 1605(b).   We believe that it is inappropriate for DOE to transform the 1605(b) program into a tiered reporting program with multiple classes of reporters.  We believe this system will result in a "class-oriented" program in which unwelcome and unnecessary distinctions will be drawn between companies.  In reading the transcript of the public meeting in Washington, D.C., the class distinction comes across very clearly, especially in the discussion of accurate reporting which translates to "those companies who don't have accurate data can continue to report, but they can't register their emissions reductions, i.e., if you don't participate in the registry, your data are suspect at best and meaningless at worst".  The unintended consequences of the two tiered approach will be (1) to encourage reporting by only those entities who have the resources to compile the information and who are able to make intensity reductions (2) to paint all reporters (non-registry participants) as not having accurate data, (3) the actual emissions reductions being accomplished by large numbers of large and small emitters will go unreported (and certainly unregistered) and unrecognized, (4) because of reduced participation in the registry program, the 1605(b) voluntary reporting program will be seen as a failure by the general public and by critics of voluntary approaches, (5) various sectors of the economy (perhaps the energy sector) will be seen as doing very little when in fact that is not the case, (6) we will confirm in some people's minds that voluntary approaches don't work, when in fact just the opposite is true.

DOE should seriously consider whether the two tiered approach will have sufficient desired outcomes to off-set the potential negatives.

3. The Registry Program and Entity vs Project Reporting
As we understand the registry program, companies whose entity-level carbon dioxide emission intensity decreases from one year to the next (starting from scratch in 2003) can register the amount of the decrease in the registry program.  Two questions arise: (1) why would a company who found upon doing an inventory and going through the calculation process that their carbon intensity increased file a report under the proposed program? And (2) why would any company whose intensity level increased after reporting under the registry program for one or more years continue to participate in the program, even taking into consideration that the increase somehow could be accounted for by reductions in intensity in later years?  Certain groups would interpret this as a self-reported failure.  We believe that DOE will find that the population of companies who initially register under the program and who will continue to report in subsequent years will be small.

As a case in point consider the following possibility.  Our company is in a growth area in a deregulated environment.  Competition has resulted in an over supply of electric generation which has affected the energy market.  Because the market determines the mix of plants that operate at a given time, the resulting impact could be a reduction in tons of greenhouse gas emissions, but because of the fuel mix involved it also results in an increase in carbon intensity (the opposite could also be the case depending on numerous factors).  With the entity, carbon intensity approach, you could have a situation where a company has reduced its tons of carbon emitted to the atmosphere, but these reductions would not be reported/registered because the carbon emission intensity has not been reduced.

TXU's "Climate Challenge" program has matured into numerous "projects" that are responsible for reducing emissions, avoiding emissions in the first place, and for sequestering carbon through several forestry programs.  Projects are meaningful because they are how things are done and accounted for.  Greenhouse gas emissions for our company are largely from power plant emissions and they vary with fuel mix, energy demand (weather related or otherwise).  We have consistently reported some of the largest voluntary reductions in the 1605(b) program in the country.  But under the registry/entity concept it is unlikely that we could continue to participate in the voluntary 1605(b) program.  Whether we would continue to voluntarily report under the "reporting" program debatable.  If that were the case, the 1605(b) program as currently proposed would have the effect of moving one of the largest current contributors (with actual, reductions of tons of carbon dioxide emissions, as verified in the EPA Acid Rain Database) to voluntary reductions in the 1605(b) program to a non-participant.  In addition, we would probably get a "black eye" in the environmental community for not participating in the new "accurate" program.

TXU believes that DOE should modify its proposed program in favor of a single data base in which all voluntary reporters are treated equally.

4. De Minimis Rules
To participate in the registry program TXU would need to do an inventory of greenhouse gas emissions for all aspects of the company's operations, including non-generation emissions and sinks.  The 10,000 tons de minimis threshold is about one-hundredth of one percent of our emissions, thus we would have to inventory virtually all of our non-generation emissions.  We believe that this would be an enormous burden that is not justified in the information gained. The focus of the program should be on greenhouse gas reductions not on inventories. At the same time, the General Guidelines also indicate that while we would have to count emissions from our transportation fleet we would not be able to include off-sets in carbon emissions from the company-funded employee car pooling program and in our subsidies for employee bus and train passes that result in reductions of almost 20 thousand tons of carbon dioxide equivalent each year.

5. Credit for Past Actions
TXU along with many of our fellow electric generation companies have worked very hard for almost ten years to reduce our greenhouse gas emissions.  With DOE, we developed and participated in the Climate Challenge Program which has been the mainstay of the 1605(b) program to date.  We have put forth the effort and expended the human and financial resources to develop projects that result in real reductions of greenhouse gas emissions, avoidance of emissions in the first place, and to sequester carbon to off-set emissions.  Now we are being be asked to start over beginning with entity-level reductions done after 2002.  We wonder if sometime in the future whatever we do in the next ten years will be taken away as well.  We wonder if DOE has lost sight of the fact that this is a voluntary program.  Companies can volunteer to participate as well as volunteer not to participate.  To quote DOE at the public meeting (transcript, Ms. Anderson page 76): "We cannot guarantee what that future is going to be nor guarantee the value of anything that is put into the database, but we do think it provides a more credible system and more consistent system, a more standardized system for reporters to record the information and to maintain that database that can help determine and help think -- help us think about the future of climate policy".    We can see this same quote in the future when someone once again decides that what we have done in the past is meaningless!  We thought we were already thinking about the future of climate policy.

In conclusion, we again would like to reference the detailed comments provided by the Edison Electric Institute.  We have limited our comments because virtually all of our additional comments are covered in the EEI response.

In summary, we believe that companies should receive credit for past actions.  The 1605(b) Program is voluntary and should be designed in such a way to encourage rather than discourage participation.

Thank you for the opportunity to comment on the proposed program.

Very truly yours,

L. Ed Powell, Ph.D.

Manager Environmental Policy

