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February 17, 2004

Mr. Mark Friedrichs, PI-40

Office of Policy and International Affairs

U.S. Department of Energy

Room 1E190

1000 Independence Avenue, S.W.

Washington, DC  20585

Submitted electronically to mailto:1605bgeneralguidelines.comments@hq.doe.gov. 

RE:
Proposed rule and opportunity for public comment; proposed revised guidelines, “General Guidelines for Voluntary Greenhouse Gas Reporting,” 68 Fed. Reg. 68204 (Dec. 5, 2003)

Dear Mr. Friedrichs:

The National Lime Association (NLA) is pleased to present its comments on the proposed general guidelines for Section 1605(b) reporting.  NLA is the trade association for manufacturers of calcium oxide and calcium hydroxide, collectively referred to as “lime.”  Lime is used in many key industries, including steel manufacturing, environmental protection, highway construction, and paper manufacturing.

Lime is manufactured by heating limestone, or calcium carbonate, which results in the formation of calcium oxide (lime) and carbon dioxide (CO2).  Thus, carbon dioxide is released as an unavoidable result of the basic chemical process underlying the manufacture of lime.  In addition, lime plants employ fossil fuels to fire the kilns used to manufacture lime, and additional carbon dioxide is emitted from the combustion of those fuels.  As a result, the lime industry stands to be directly affected by any requirements relating to CO2 emissions, and therefore is interested in greenhouse gas emission reporting programs.

General comments  

The draft General Guidelines build upon DOE’s existing 1605(b) voluntary greenhouse gas reporting program, but would introduce a new two-tiered reporting scheme, under which emissions and emissions reductions could be “reported” or “registered,” with registered emissions subject to more procedural requirements.  In important respects, the new guidelines would be more restrictive than the existing program, such as by requiring entity-wide (rather than project-based) reporting in order to register reductions, and by requiring the reporting of all greenhouse gases emitted above a restrictive de minimis level.  Although the program does not create tradable credits, it is anticipated by many that the “registered” emissions reductions would constitute a form of “blue chip” reductions that might later be translated into credits.

NLA strongly supports the concept of voluntary reporting of greenhouse gas emissions.  NLA believes that mandatory reporting is unnecessary and premature, given that mandatory emission reduction requirements do not currently exist.  Because it is unclear what requirements may eventually be imposed (if any), companies should be given flexibility in reporting emissions and emission reduction activities.  NLA believes that DOE should focus on improvements likely to increase voluntary participation, such as improved outreach, publicity, and assistance in preparing reports.

It is important to keep the purpose of the voluntary reporting system in view—and that purpose should be to encourage voluntary actions that reduce emissions or emissions intensity.  Procedural requirements that would discourage reporting—and thus discourage voluntary actions—should be avoided.  Because the program is voluntary, and thus will not likely gather information from large segments of industry, DOE should not concentrate on using the program as a means of gathering and compiling broad industry data.

DOE has provided the General Guidelines for comment without the accompanying Technical Guidelines.  This makes comment on some of the key issues very difficult (such as the de minimis discussion below).  NLA believes that DOE should extend the comment period for the General Guidelines until the Technical Guidelines can also be proposed, and comments can be accepted on both together.

Specific Comments

1. DOE should eliminate the 10,000 ton limit on the de minimis reporting exception

The proposed guidelines provide that all six enumerated greenhouse gases must be reported unless certain gases do not exceed 3% of the total entity-wide inventory, or 10,000 tons of CO2 equivalent, whichever is greater.  NLA believes DOE should eliminate the 10,000 ton limit, and use only a percentage.

10,000 tons is a very small amount when spread across a multi-facility entity.  For an entity emitting a million tons, this is one-tenth of one percent.  In the lime industry, there are a number of entities emitting CO2 on an entity-wide basis at more than 1 million tons per year, due to the nature of the lime manufacturing process described above.  For such entities, it would be unreasonably cost- and labor-intensive to gather and report data on such a small proportion of emissions, and the effect on the final amounts would be negligible.  In addition, the use of such a cap penalizes multi-facility entities as compared to entities with fewer facilities.  

At lime plants, the vast majority of greenhouse gas emissions are in the form of CO2—current figures indicate that it makes up about 99% of emissions, even if other emissions are converted to CO2 equivalents.  Emissions of methane are very small and difficult to measure, and nitrous oxide emissions are even smaller.  Nevertheless, if the 10,000 ton limit is established, larger lime entities might have to take costly steps to establish levels of methane and nitrous oxide emissions—even though industry data and engineering analyses show that they would be well under 1%.  It should be noted that the international GHG Protocol Initiative protocol for lime calls only for the reporting of CO2 emissions.  

DOE should drop the 10,000-ton cap, and simply base de minimis levels on a percentage of the total inventory.  3% is a reasonable percentage to use, because it is high enough to eliminate emissions that would be unreasonably costly or difficult to track and report, but low enough to ensure that the vast majority of emissions would be captured in the reports.

It must be added that it is difficult to comment effectively on this provision without an understanding of what will be in the Technical Guidelines.  For example, it is important to know what steps will be required to verify that emissions are below the de minimis level—will facility-by-facility testing be required, or will entities be able to rely on engineering information and representative testing, as needed?  Approximately half of NLA’s members are small businesses, and it would be extremely burdensome for them to have to perform testing for greenhouse gases other than CO2, especially when engineering knowledge of the manufacturing process makes the chances of significant quantities of those gases nonexistent.  Thus, NLA suggests that an entity should be able to omit reporting a particular gas if it has and states a reasonable basis to believe the emissions of the gas are below the de minimis level.  

Similarly, NLA is concerned that the Technical Guidelines could contain default values that would assume levels of emissions of methane and nitrous oxide from specified activities (such as the burning of certain fossil fuels), which might not reflect the realities of the lime industry.  NLA urges DOE to use caution in generating or using any such defaults, and to retain the opportunity for entities to use actual values, or to generate industry-specific default values.

2. Trade Associations should be encouraged to report industry-wide emissions and emissions reductions

DOE asks for comment on what role trade associations should have in reporting and/or registering emissions and reductions under 1605(b).  NLA believes that trade associations should be, at the very least, encouraged to report emissions and reductions under the program, and that they should be allowed to register reductions as well with adequate verification.  DOE itself has recognized the key role of trade associations in working toward greenhouse gas intensity reductions in its ClimateVISION program, under which a number of industrial sectors (including lime), through their trade associations, have made collective agreements to reduce intensity and to report their progress to DOE.

NLA believes that concerns about accuracy and transparency of collective reports from trade associations are overstated.  Indeed, such collective reports may well be more accurate—or at least more consistent—than reports from individual entities, because trade associations will perform their own review of the data.  Many companies need technical assistance in gathering, compiling and reporting the necessary data on greenhouse gas emissions and reductions.  Trade associations like NLA provide this assistance to their members, resulting in higher quality submissions, as well as greater participation. These efforts should be encouraged under the 1605(b) program. 

3. DOE should allow reporting in English units

The General Guidelines provide for the reporting of emissions and emission reductions in metric units.  Much of American industry, including the lime industry, measures fuels, products, and air emissions in English units, including short tons.  Existing regulatory requirements under the Clean Air Act and other statutes are generally stated in terms of pounds and short tons, as well.  To most of the American public, the term “ton” means a short ton of 2000 pounds, not a metric ton.  Accordingly, NLA suggests that reporting under the 1605(b) program should be in English units rather than metric units, or, at least, that reporters be permitted to choose which system to use.

4. Entities should be permitted to register reductions resulting from declines in production

The proposed guidelines would exclude from registration those emissions reductions resulting from declines in production.  NLA opposes this approach, and believes that any reductions occurring after the base year should be eligible for registration.   First, the approach adds an unnecessary level of complexity into the reporting process, in which entities with declines in production will be required to allocate emissions reductions between production declines and other actions.  Second, reduction in production of certain products, or switching to other products, may be part of an effective emissions reduction program, and should not be penalized.  Indeed, if an effective market in tradable reduction credits eventually develops, for some companies it may make sound economic sense to close a marginal operation in order to obtain valuable emissions reduction credits—and such decisions should be encouraged.  Finally, the proposed approach is contrary to the international approach to greenhouse gas emissions trading, in which nations with economic declines expect to be able to trade emissions reduction credits. 

5. Methods for calculating emissions intensity must be carefully crafted
It will be essential for DOE to take great care in crafting the methods for entities to report emissions intensity, and careful consideration must be given to industry comments on this topic.  Calculating intensity will be very difficult, especially for entities with multiple products (or types of products).  The lime industry has found such calculations to be extremely complicated, even when dealing with a relatively small number of variations of its lime products.  This is another area in which it is difficult to comment effectively in the absence of proposed Technical Guidelines. 

6. The 1605(b) program should tabulate reductions of both direct and indirect emissions
Allowing facilities to report and register both direct and indirect emissions and emissions reductions will encourage energy efficiency and the use of co-generation.  The current proposal only allows reporting/registering of reductions related to electrical power.  NLA recommends that reporting/registering be permitted for any indirect emissions reductions that can be adequately quantified and attributed to the reporter’s activities.  NLA specifically supports allowing entities to register indirect emissions reductions based on reducing their use of purchased electrical power. 

7. The 1605(b) program must recognize all methods and projects that reduce, sequester, or avoid emissions
There is a broad range of techniques that can be used to reduce, sequester, or avoid greenhouse gas emissions, and the 1605(b) program must build in the flexibility to recognize all such approaches.  In some cases, these methods will reduce direct emissions (i.e., by sequestering CO2 in an on-site industrial process, such as the manufacture of precipitated calcium carbonate at a lime plant), in other cases they will result in off-site sequestration (i.e., by contributing to reforestation or other land use projects), and in still others, on-site activities will result in off-site indirect reductions (i.e., by using landfill methane as a fuel rather than letting it escape to the atmosphere or to a flare).  The program must recognize and encourage all of these efforts, whether the reductions are direct or indirect.

8. Entities should be permitted to register entity-wide, facility-based, business-unit-based, and project-specific emission reductions, as well as non-US reductions

DOE should seek to maximize flexibility in its efforts to enhance the 1605(b) program.  Allowing reporters to choose between calculating entity-wide and facility-based reductions will increase the attractiveness of participation in the program for many entities, especially those with facilities in multiple industries.  DOE should also allow registration of reductions from specific projects, even if the overall entity cannot show reductions, in order to encourage such projects.  For facility and project-specific registration of reductions, entities could be required to verify that the reductions did not result from increases in emissions at other facilities within the entity.  

Furthermore, while DOE has proposed defining reporting entities in terms of legal definitions (such as ownership and control), this will lead to many difficulties, including difficulties in calculating emissions intensity when a single legal entity owns businesses in different industries.  The guidelines should allow companies to define business units as reporting entities, even if the unit shares common ownership with a different unit.

In addition, allowing the registration of voluntary non-US emissions reductions will encourage entities with multinational operations to identify the most cost-effective methods of reducing emissions. 

9. The 1605(b) program must include robust confidentiality protections
For many companies, including companies in the lime industry, reporting on greenhouse gas emissions, emissions reductions, and emissions intensity will involve reporting sensitive business data, such as production levels and fuel use.  Unless robust confidentiality protections are built into the program, such companies will be discouraged from participation.

NLA appreciates the opportunity to comment on these important issues.

Very truly yours,

Hunter L. Prillaman

Director, Government Affairs

National Lime Association

200 N. Glebe Road

Arlington,VA 22203

703-908-0748

hprillaman@lime.org
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