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The General Electric Company (GE) submits the following comments on the proposed US Department of Energy (DOE) revised General Guidelines for Voluntary Greenhouse Gas Reporting (General Guidelines).  GE is a large and diversified manufacturing and services company with many facilities that emit greenhouse gases (GHGs) to the atmosphere.  Our facilities manufacture a wide array of consumer and industrial goods, from aircraft engines, lighting products, and efficient electric generation, distribution and control systems, to appliances, locomotives, medical equipment, and high-grade engineering thermoplastics.  We also operate service businesses in many industrial sectors and the NBC television network.  In addition, we lease industrial and transportation equipment to other companies.  We are also very active in the financial services sector.

Please note that the GE Consumer & Industrial Lighting and Appliances divisions have recently won the prestigious DOE/EPA ENERGY STAR Partner of the Year Award for outstanding contributions to environmental protection and energy efficiency in the manufacture of high-efficiency lighting products and household appliances.  We also manufacture high efficiency gas turbines, jet engines, locomotives and wind turbines that help our customers reduce their GHG emissions.
GE is very interested in registering GHG emissions and reductions in the DOE §1605 (b) Voluntary Greenhouse Gas Reporting Program.   However, we have a number of concerns that may preclude our participation.  For example, we are particularly concerned about the de minimis, carbon storage and certification provisions.  In addition, the proposed emission reduction calculation methodologies and other provisions are not particularly suited to a large and complex corporation such as GE.  GE recommends that DOE maintain maximum flexibility in the program to avoid disincentives to participation.

Please direct any questions concerning these comments to:


Bob Schenker


Manager – Air Pollution Control


Corporate Environmental Programs


General Electric Company


3135 Easton Turnpike, W1B


Fairfield, CT 06431


Phone:
(203) 373-2691


Fax:

(203) 373-2650


e-mail:
Bob.Schenker@corporate.ge.com
BACKGROUND

GE recently completed its first global GHG inventory covering emissions during the 2002 calendar year.  GE is planning to conduct a GHG inventory each year and will continue to report results on the GE.com web site.

GE's GHG inventory methodology was modeled after the widely recognized World Resources Institute (WRI)/World Business Council for Sustainable Development (WBCSD) protocol.

GE's GHG inventory accounts for both direct and indirect emissions. Direct emissions are those originating directly from GE facilities, because of on-site fuel combustion and/or manufacturing processes.  Indirect emissions are those that originate at non-GE locations (e.g., utilities), but that are attributable to GE operations through GE's purchase of electricity and/or steam from off-site utilities and other energy suppliers.  For indirect emissions, GE used published emission factors from the U.S. Department of Energy (for U.S.) and the International Energy Agency (for other countries)

GE's GHG inventory included all six of the recognized GHG's, and included the following types of GE facilities:

· Manufacturing Facilities

· Service/Distribution Facilities with >50 Employees

· GE's Corporate and business unit headquarters offices


A total of 648 GE facilities were inventoried worldwide.


GE has determined that its vehicle fleets, Corporate Air Transport operations, small offices and small service shops have aggregate emissions less than 5% of the emissions from the 648 inventoried sites. Therefore, these sources were considered de minimis and are not included in the inventory totals.

GE’s direct GHG emissions in 2002 were approximately 5.4 million metric tons of CO2 equivalents.  Indirect GHG emissions were approximately 4.6 million metric tons of CO2 equivalents.

GE included controlled affiliates in the inventory in accordance with the WRI/WBCSD protocol, whereby a company accounts for 100% of the GHG emissions produced by operations over which it has control. Control is defined by WRI/WBCSD as the ability to direct the operating policies of an operation. GE considers itself to have operational control where it has authority to introduce and implement its operational and health, safety and environmental policies at an operation (e.g., the operation is included in GE's EHS management systems as well as in GE's quarterly EHS measurements reporting). This is in accordance with the approach recommended by the WRI/WBCSD.

Information on our GHG Inventory and our other climate change activities may be found at the following website:


http://www.ge.com/en/commitment/ehs/climate/immelt.htm
MAJOR COMMENTS

§300.2 and §300.6 (e) – The “de minimis emissions” provision is not reasonably achievable by very large corporations

The definition of de minimis emissions in the proposed DOE Guidelines is the following:

“De minimis emissions means emissions from one or more sources and of one or more gases that when summed are less than 3 percent of the total annual CO2 equivalent emissions of a reporting entity or less than 10,000 metric tons of CO2 equivalent, whichever is smaller.”

This de minimis emissions provision is simply too small to be reasonably achievable by a large corporation.  For GE, the 10,000 metric ton de minimis emissions provision would account for 0.13% of GE’s total US inventory of approximately 7,500,000 metric tons of CO2 equivalent emissions.  In other words, DOE’s proposed program is calling for an inventory completeness of 99.87%.

It is important to note that there is some error in the GHG emission inventories of all companies.  This error is inherent in the emission factors that are used and in the processes used to collect the GHG inventory data.  Large corporations will not be able to achieve a completeness of 99.87% in their inventories no matter how many of their facilities and vehicles are included and no matter how hard they try to collect GHG inventory data in an accurate and complete manner.

Another way to see the small size of the de minimis emissions definition is to look at other gases that have a high GHG potential.  For example, the de minimis emissions definition would only account for 7.69 metric tons of HFC-134a (GHG potential of 1,300).  GE uses this substance for insulation foam blowing and as a refrigerant at several home appliance manufacturing plants.   As another example, the de minimis emissions definition would only account for 420 kilograms of sulfur hexafluoride (GHG potential of 23,900).  GE uses small quantities of this substance at several electrical component manufacturing plants.

GE recommends that DOE revise the de minimis definition to the following:

“De minimis emissions means emissions from one or more sources and of one or more gases that when summed are less than 5 percent of the total annual CO2 equivalent emissions of a reporting entity or less than 10,000 metric tons of CO2 equivalent, whichever is larger.”

§300.6 (d) – Corporations that are not in the Forest Products or Agricultural Industries should not be required to report changes in carbon stocks

GE does not significantly participate in the Forest Products or Agricultural industries.  In a few cases, GE does manage significant acreage that is used for forestry or agriculture.  In these cases, the acreage is managed in an environmentally responsible manner, in some cases by a third party.  However, as a general rule, GE facilities do not currently manage extensive forests or agricultural lands.  Changes in carbon stocks from year to year at most of our facilities will not be very significant.  In addition, significant expense would be required to hire a forester to assess changes in carbon stock associated with the landscaping and perhaps a few acres of forest.  Therefore, it makes no sense to require a company like GE to report changes in terrestrial carbon stocks.

§300.10 – Large corporations will not be able to certify the completeness of their inventories, in accordance with DOE’s revised guidelines.

This section of the proposed DOE Guidelines requires the chief executive officer or the person responsible for reporting the entity’s compliance with environmental regulations to certify that the information provided to DOE is complete and accurate, in accordance with DOE’s revised guidelines.  GE takes such certification requirements very seriously, certainly to the extent that DOE intends.  Large corporations will have difficulty in achieving an inventory that is sufficiently complete to allow the provision of the required certification because of the de minimis emissions and changes in carbon stocks requirements discussed above.  

The combination of the de minimis emissions, changes in carbon stocks and certification provisions present a significant disincentive to participation in the DOE §1605 (b) Voluntary Greenhouse Gas Reporting Program. 

§300.8 (b) – DOE should provide significant flexibility in the calculation of emission reductions to assure that an appropriate methodology is available for all reporting entities

GE has been struggling with the proposed methodologies to calculate emission reductions because of the great variety and complexity among our facilities and operations.  As stated earlier, we manufacture a wide variety of products, and in some cases, manufacture very different products at the same plant.  In addition, GE is a very dynamic corporation that is experiencing change at a rapid rate through the constant acquisition and divestiture of businesses and facilities that will impact its GHG emission profile.  Because of this, the proposed emission reduction calculation methodologies are not particularly suited to a large and complex corporation such as GE.
DOE should provide significant flexibility in the calculation of emission reductions to assure that a suitable methodology is available for all reporting entities.  This flexibility is needed to address unique aspects of a reporting entity’s facilities and operations.  A lack of flexibility could serve as a disincentive to participation in the program if a potential reporting entity is not able to select an appropriate method.           Reporting entities could be asked to provide documentation on their emission reduction calculations if flexibility is provided to assure that transparency is maintained.

COMMENTS ON THE PREAMBLE AND RESPONSES TO ISSUES RAISED BY DOE

I.
Introduction

I.A. – Any plans by DOE to exclude reductions due to plant closings are contrary to the Energy Policy Act of 1992

According to the preamble to the proposed General Guidelines:

“Section 1605 (b) required that DOE’s Guidelines provide for the “accurate” and “voluntary” reporting of information on:  ….. (3) greenhouse gas emission reductions achieved because of voluntary efforts, plant closings, or state or federal requirements; … (42 U.S.C. 13385(b)(1)(A)-(D)).”

Therefore, Congress clearly intended that GHG emission reductions resulting from plant closings be reported in the GHG Inventory when it passed the Energy Policy Act of 1992.  Any effort by DOE to exclude registration of emission reductions resulting from plant closings would not be in accordance with the clear intent of Congress.  GE believes that GHG reductions resulting from plant closings are real reductions that must be registered in the §1605 (b) program.

II.
Discussion of Proposal and Requests for Comments

II.B. – DOE should retain the currently provided flexibility in establishing boundaries for reporting entities

DOE should retain flexibility to allow reporting entities to file as major business sub-units that have a common business activity.  For example, GE has a number of very large operating businesses that are easily distinguishable by their common business activities.  These multi-billion dollar businesses could easily track and report GHG emissions and reductions separately from the rest of the company.  Because these operating businesses are divisions of the General Electric Company and not themselves legal entities, any provision that required entity definitions to correspond to those used for Federal tax purposes would deny GE this flexibility and should not be imposed.

GE urges DOE to retain the flexibility to file separately for major business sub-units to allow participation in other Federal GHG reduction programs.  DOE has stated that the Administration intends to use the §1605 (b) program to document GHG inventories for all Federal GHG reduction programs.  One of GE’s operating businesses may qualify for participation in the EPA Climate Leaders program because of the emission reductions that have been achieved in this business.  However, GE likely will not qualify for this program as a whole.  This GE operating business could not participate in the EPA Climate Leaders program if it was not permitted to file separately or to at least have its GHG emissions and reductions registered separately as part of the overall GE GHG emission inventory.

II.C. – Large corporations with many sites should be allowed to generalize their entity statements

Entity statements would provide a useful role in understanding the boundaries of a reporting entity as long as the statements don’t get too detailed.  Entity statements for large multi-industry conglomerates with many sites will get to be very large and unwieldy if detailed information must be provided on a site-by-site basis.  Reporting entities should be allowed to aggregate similar sites in common business sub-units to simplify reporting in the entity statements. 

II.H. – Reporting entities cannot certify that emission reductions have not been double counted by another entity

The proposed General Guidelines require that a reporting entity must certify that none of the reported emission reductions where double counted, to its knowledge, by any other reporting entity.  It is not practicable to require reporting entities to make this certification.  Reporting entities cannot control what other entities are reporting.  In addition, it may not be possible to get this information in all cases.  Significant effort will be required for a large corporation with many varied business relationships with many other entities if it must determine the reporting of all the other entities that it has partnership or joint venture relationship with.

II.H. – If DOE excludes reductions in emissions caused by decreases in production then it must exclude increases in emissions caused by increases in production

The proposed General Guidelines require reporting entities to demonstrate that any reported emission reductions were not caused by declines in US output.  This is not appropriate if DOE requires reporting entities to include increases in emissions caused by increases in US output.  Manufacturing plants experience economic changes from time to time that may require them to increase production or decrease production without making any changes to manufacturing equipment or processes.  The actual emissions from a manufacturing facility are what they are each year and should be reported regardless of whether they have declined, stayed the same, or increased.  Either DOE should count all decreases and increases without plant equipment or process changes or should exclude all decreases and increases.  It is misleading to include the increases without the decreases.

II.H. – A reporting entity must be allowed to use many different indicators of production if it selects the emission intensity method to calculate reductions 

Few manufactures operate in a single industry that would appropriately allow use of a single indicator of production.  Even single manufacturing plants may make very different products so that it is difficult to select a single indicator of production.  GE recommends that this method allow the selection of different indicators of production for different sub-businesses, different plants and even different parts of single plants.  DOE then must provide a method to aggregate the emission reductions of various sub-entities, plants and parts of plants with different indicators of production to achieve an overall entity reduction.

II.H. – Significant changes in products and acquisitions and divestitures should not preclude the use of the emission intensity method

Acquisitions, divestitures or changes in products will likely contribute to significant changes in emissions at large multi-industry companies every year.  This should not prevent the use of emission intensity as a basis for calculating emission reductions as long as changes resulting from the acquisitions, divestitures or significant changes in products can be removed from the calculations.

II.H. – An entity should be allowed to report individual project emission reductions even though it may not be able to report overall entity reductions

In some cases, a reporting entity cannot report an overall emissions reduction because its production has increased, it has built new plants or expanded existing plants or made significant acquisitions.  In these cases, project emission reductions may be cancelled out by increases due to the other factors discussed above.  However, the reporting entity would still like to demonstrate that it is taking actions to reduce emissions.

II.I. – Independent verification of emission reports should be voluntary

GE supports DOE’s position that independent verification of GHG inventories should be voluntary.  Significant effort and expense would be required to perform an independent verification, particularly if a reporting entity has many facilities that are reporting.  This effort and expense is unnecessary in most cases.  Reporting entities are likely to develop management systems and processes to collect their GHG inventories each year (GE used a web based tool to collect data and then centrally calculated GHG emissions using standardized emissions factors in 2002).  These typically require verification of data at the facility level.  In addition, the reporting entity may have various internal processes to perform QA/QC checks on the collected data (GE checks unit cost data for fuels to see if they make sense and compares results from year to year to explain why emissions have changed).  Finally, reporting entities are required to certify the accuracy and completeness of the data submitted.  GE takes this certification very seriously.  Ultimately, GE does not believe that any improvements in accuracy that may be achieved by independent verification will be justified by the cost.

II.I. – Reporting entities should be given flexibility in selecting the Corporate Officer or Manager that will make the certification

The proposed General Guidelines require that the Chief Executive Officer or other senior official certify the accuracy, consistency, and completeness of all reports.  Reporting entities should be given flexibility in selecting the official that will make the certification.  For example, GE believes that the manager who is most knowledgeable of the GHG inventory collection efforts will be the official that is in the best position to make the certification.

II.O.1 – Project-based or sub-entity based emissions reduction may need to be reported in the inventory to meet requirements of other GHG reduction programs

As stated in an earlier comment, one of GE’s operating businesses may qualify for the EPA Climate Leaders program based on its emission reductions.  However, GE may not be able to participate in this program if the §1605 (b) program is the sole inventory program available and if GE is only permitted to report data on a company-wide basis.

II.O.3. – It would be unwieldy to require a detailed justification for the production indicator for each facility

As stated in an earlier comment, different production indicators may be needed for sub-entities, individual sites and sometimes individual portions of sites.  GE agrees that the production indicator should be identified for each individual situation where a different indicator is used.  However, it would be extremely unwieldy to require a large company with many sites to provide a detailed justification for each.  It should be sufficient to include a brief explanation every place that a unique indicator is selected.

II.O.6. – A reporting entity should have to report data for external offsets only to the extent needed to demonstrate that the offsets are real

GE agrees that a reporting entity must report sufficient information to demonstrate that an acquired GHG emission offset is real.  However, neither the reporting entity nor the entity providing the external offsets should be required to report the entity wide emissions of the entity providing the offsets.

II.O.7. – Reporting of international emissions should be optional

International emissions and reductions should be eligible for reporting on an optional basis in the inventory in the same manner as domestic emissions and reductions.

COMMENTS ON THE PROPOSAL

300.2 – Definitions

1. De minimis Emissions:  This definition should be changed to 5% or 10,000 metric tons whichever is larger, as discussed above under our Major Comments.

300.3 – Guidance for defining the reporting entity

1. DOE should expand the guidance to include clearly defined sub-entities with common activity even though they may not be incorporated separately or distinguished as separate entities under Federal, state or local law.  As explained in earlier comments, GE has very large multi-billion dollar operating businesses that are not separate legal entities.  GE wishes to have the flexibility to report these operating businesses separately if it is needed for participation in various Federal GHG reduction programs. 

300.4 – Selecting operational boundaries for reporting 

1. GE believes that a reporting entity should select operational boundaries to include 100% of the GHG emissions from all facilities that are controlled.  GE considers itself to have control where it has authority to introduce and implement its operational and health, safety and environmental policies at an operation (e.g., the operation is included in GE's EHS management systems as well as in GE's quarterly EHS measurements reporting).  If this approach is not taken, many facilities that are owned by partnerships or joint ventures may be undercounted.

2. The proposed General Guidelines state that, “Emissions from facilities or vehicles that are partially owned or leased, or not directly controlled or managed by the entity, may be included at the entity’s discretion, provided that the entity has taken reasonable steps to assure that doing so does not result in the double counting of emissions, sequestration or emission reductions.”  “Reasonable steps” to assure that partially owned facilities are not double counted should be limited to a brief statement by the entity explaining its basis for control.  The reporting entity cannot control the GHG reporting activities of other minority entities associated with a facility and should not be required to certify or report on these reporting activities.

3. Equipment leased to other entities should be excluded from the reporting entity’s GHG inventory.  For example, GE owns aircraft, cars, other vehicles, standby electric generators, and other industrial equipment that is leased to many other companies.  GHG emissions from this leased equipment should be included within the inventories of the companies using the equipment, not the company that owns the equipment.

300.5 – Submission of an entity statement
1. Statements identifying the sub-entities included in the entity statement should be brief and be limited to the very largest sub-entities.  GE has 13 major sub-entities or businesses that can easily be named.  However, GE has hundreds of subsidiaries, joint ventures and partnerships.

2. It should be sufficient for GE to identify facilities or sources with multiple ownership and to document that it has operational control.  DOE does not need lists of all other minority owners at joint venture facilities.

3. GE anticipates that it will have to change its entity report every year due to high acquisition and divestiture activity and other businesses changes.  The entity statement must be simple in scope to allow significant changes to be made without undue effort.

4. GE will be able to document the acquisition and divestiture of discrete business units, subsidiaries, facilities and plants each year in its entity statements.  However, it is much harder for GE to track the transfer of economic activity to and from specific operations outside of the US with the GHG Inventory tools and EHS Management Systems that are currently employed.  GE questions whether DOE really needs this information.

5. It will be very difficult for GE to accurately record changes of its activities or operations (e.g. changes in contract arrangements, equipment and processes, outsourcing or in-sourcing of significant activities, etc) that may affect emissions with the GHG inventory tools and EHS Management Systems that are currently employed.  Again, GE questions whether DOE really needs this information.

300.6 – Emission inventories

1. As stated in earlier comments, it is desirable to separately document sub-entity inventories within the entity-wide inventory to facilitate various other Federal, state or local programs.

2. DOE should allow the reporting of emissions from multiple similar facilities by multiplying the number of facilities by a typical emission factor per facility.  This would make it easier for an entity to minimize its reported de minimis emissions.

3. A reporting entity should be allowed to exclude up to 5% of its emissions or 10,000 metric tons whichever is larger, as advocated under our major comments.

300.8 – Calculating emission reductions

1. DOE must provide for the adjustment of the baseline from year to year to account for acquisitions and divestitures that may occur in future years.  If an entity establishes a baseline for 2002 and then acquires a new facility in 2004, it should be allowed to add the 2004 emissions from the newly acquired facility to the 2002 emission in the established baseline.  It is not appropriate to require 2002 emission from the acquired facility to be added to the baseline because the data may not be available and because the reporting entity did not have control over the facility in 2002.

2. Emission reductions resulting from plant closings are real and should be registered regardless of whether the US output of the entity declined.  Congress clearly intended that GHG emission reductions resulting from plant closings be reported in the GHG Inventory when it passed the Energy Policy Act of 1992.

3. As a general rule when determining the entity responsible for emission reductions, the entity that paid to cause emission reductions to take place should own the resulting emission reductions.

300.9 – Reporting and record keeping requirements

1. Entities should be allowed to summarize data to the extent necessary to report only the required data for large and complex organizations.  GE currently has 648 facilities in its inventory.  A requirement for detailed information on each facility and changes to each facility would be excessive and would serve as a disincentive to the entry of large corporations to the program.

300.10 – Certification of reports 

1. Certification of reports should not be required.  However, if they are required, the corporate officer or manager most knowledgeable of how the report was prepared should make the certification.

300.11 Independent Verification
1. Independent verification should be voluntary. 

2. If a reporting entity chooses to seek independent verification, the entity should be given flexibility in selecting an independent verifier.  The independent verifier should be a firm that is normally in the business to perform such verification services such as environmental consulting firms.

3. It is inappropriate to require that verifiers be certified.  To be qualified, verifiers must be familiar with the §1605 (b) program, have a technical education from which to understand the technical issues associated with GHG inventory activities, and must be experienced in environmental auditing practices.  Certification, particularly by the institutions listed, does not assure this.

4. If certification is required, then DOE must leave the designation of the certifying organization flexible.  Other certifications such as Professional Engineer, Diplomate of the American Academy of Environmental Engineers, Qualified Environmental Professional, etc. may also be appropriate.

LINKAGE BETWEEN GENERAL AND TECHNICAL GUIDELINES

GE has reviewed the proposed General Guidelines with the understanding that they will be released for public comment again this summer along with the proposed Technical Guidelines.  Because these comments were developed without the benefit of the detailed Technical Guidelines, GE reserves the right to reintroduce issues addressed in these comments and to introduce new issues concerning the proposed General Guidelines at that time.  The details in the Technical Guidelines may change our understanding and interpretation of the General Guidelines and may therefore require additional comment.
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