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February 17, 2004

Submitted via email to: 1605bgeneralguidelines.comments@hq.doe.gov
Mr. Mark Friedrichs

Office of Policy and International Affairs

U.S. Department of Energy

PI-40, Room 1E190

1000 Independence Ave., SW

Washington, DC 20585

Dear Mr. Friedrichs:

NiSource Inc. appreciates the opportunity to comment on the Proposed Revised Guidelines for Reporting under section 1605(b) of the Energy Policy Act of 1992 (42 U.S.C. 13385(b)).

NiSource Inc. is a Fortune 500 holding company with headquarters in Merrillville, Indiana. Northern Indiana Public Service Company (“NIPSCO”), a NiSource subsidiary, provides electricity and natural gas service to customers in northwestern Indiana. Other NiSource subsidiaries provide interstate natural gas transmission services and local natural gas distribution in the high-demand energy corridor stretching from the Gulf Coast through the Midwest to New England. NiSource is the third largest natural gas distribution company in the country and the fourth largest interstate natural gas pipeline company. NiSource is also active in development and operation of highly efficient combined heat and power (“CHP”) facilities.

NiSource has a long history of participation in voluntary programs with the DOE and U. S. EPA including those designed to respond to concerns over greenhouse gas emissions. NIPSCO has for many years participated in the EPA program for reduction of SF6 emissions from electric transmission and distribution operations. NiSource natural gas distribution companies and natural gas transmission companies have similarly participated in the Natural Gas Star program and have been named as Partners of the Year. NiSource has also recently joined the EPA Climate Leaders program. Finally, NiSource has since 1995 voluntarily reported its greenhouse gas emissions reductions under DOE’s 1605(b) program.

COMMENTS

1.  Emission Reduction Calculations

NiSource strongly supports the decision of DOE to use reductions in emission intensity as the preferred method of reporting emissions reductions. As a general matter we believe that this approach recognizes the vital importance of achieving greenhouse gas reductions in a sustainable manner. Companies must be allowed to increase output, while encouraged to do so in a way that is more environmentally efficient.  Moreover, the registry should be flexible enough to account for business output that provides a product that is a solution to the nation’s ability to reduce greenhouse gases, e.g., a cleaner fuel and/or cleaner energy generation.

More particularly, NiSource is a public utility, obligated to meet the ever-increasing needs of its customers for electricity, natural gas, and other forms of energy. Moreover, we are obligated to provide this energy with extremely high reliability and at reasonable cost. To carry out these responsibilities in a sustainable, environmentally sensitive manner is a major challenge. We can meet this challenge, we believe, only if we recognize, and encourage, efficiency in the way energy is supplied and used. If the market share of low greenhouse gas intensity power increases, then climate concerns can be addressed while our economy continues to grow. DOE’s preference for reporting reductions in terms of greenhouse gas emissions intensity supports this goal.

In addition, where NiSource generates both electricity and useful thermal energy in a CHP facility, we urge that DOE recognize both the greenhouse gas reduction benefits of the displaced electricity generation and the benefits of the displaced thermal energy generation (i.e., the boiler being wholly or partially displaced).

2.  Recordkeeping, Report Certification, and Verification

NiSource supports the proposed requirement that reports be accompanied by a certification, but the certification should not require the signature of the CEO, rather of the person responsible for the reporting entity’s compliance with environmental obligations. However, although NiSource believes that verification is supportive of a registration program, the incremental step to make third party verification of emissions reductions mandatory is unnecessary.

The verification and recordkeeping requirements provide sufficient assurance of accuracy and transparency to ensure the credibility of the reporting program. Mandatory independent verification of reports would add little to this assurance. At the same time, mandatory independent verification adds complexity and cost to the reporting process and thus undermines the goal of complete voluntary reporting. A very large number of entities will need to report in order to achieve reasonably comprehensive information about greenhouse gas emissions. DOE needs to balance this goal against the wishes of some for mandatory third party verification. Moreover, creating the support mechanism needed for a mandatory verification regime will probably be difficult, and certainly will be extremely expensive.

3. Relationship of Proposed Guidelines to Climate VISION, Climate Leaders and Other Voluntary Programs to Reduce Greenhouse Gas Emissions.

While it is not necessary that the 1605(b) program be the sole means for documenting the progress of participants in voluntary Federal programs towards meeting their emissions reduction goals, it is absolutely critical that the reporting requirements under the various voluntary programs be consistent. A company, like NiSource, that is participating in programs like EPA Climate Leaders and also wishes to voluntarily report under the 1605(b) program, must have assurance that it will not be faced with inconsistent, redundant, or even conflicting reporting obligations. This will not only reduce unnecessary burdens on the reporting company, but also enhance the credibility and usefulness of the various voluntary programs.

4. Avoided Emissions

As an electric and natural gas utility and CHP developer there are a variety of actions that NiSource companies can take that will have the effect of reducing greenhouse gas emissions outside of the entity boundary. As DOE proceeds with the general guidance and prepares its technical guidance, NiSource urges that these situations be considered and the actions of the utility responsible be recognized and encouraged.

a. A NiSource company develops a CHP facility that is then operated by the host entity.  In this case NiSource would urge that the DOE 1605(b) reporting system recognize the full greenhouse gas reduction benefits of the facility. This would include both displaced central station electricity generation and displaced production of energy to meet thermal requirements met by the new CHP facility. Allocation of “credit” between developer and host should be governed by any agreement between them.

b. A NiSource company as transporter/distributor of natural gas takes actions that encourage customers to use fuel more efficiently or to switch to a more climate-friendly fuel. This could take the form of providing information that alerts customers to the reduction opportunity, technical assistance, and/or a tariff that rewards customers who install higher efficiency energy systems. DOE should recognize any allocation of “credit” provided by tariff or other state/local determination.

c. A NiSource company as the local electric or gas utility facilitates the interconnection of a high efficiency onsite energy system. Where a tariff or a state/local determination allocates “credit,” the 1605(b) system should recognize this allocation.

5. Treatment of de minimis emissions  

NiSource agrees with the concept that sources should be able to exclude small and widely dispersed emissions that will be both costly and difficult to monitor and report.  However, the methods proposed by DOE, the lesser of 3% or 10,000 tons will be particularly burdensome on sources with large emissions, such as electric utilities.  For entities with electric utility operations this method can require that well over 99.9% of the emissions would need to be accounted for in the inventory.  NiSource recommends that the guidelines allow for at least the “greater” of 3% or 10,000 tons be allowed as a de minimis amount and should consider allowing up to 5% with appropriate justification.

6. Technical guidelines

NiSource requests that the DOE leave the comment period for the general guidelines open until the Technical Guidelines are available for review and comment.  The Technical Guidelines will impact many areas that are of critical importance to NiSource and we cannot develop comprehensive comments without reviewing the entire package.  Specific details on the treatment of indirect and avoided emissions, in relation to electric and CHP projects, how to avoid double counting, distinguishing between “new” and “existing” generation and output indicators are just some of the issues that will be addressed further in the Technical Guidelines.

CONCLUSION

NiSource supports DOE’s efforts to develop a revised 1605(b) reporting system that is sufficiently rigorous to inspire public confidence while sufficiently flexible to recognize a great variety of different circumstances and to encourage comprehensive reporting. Of particular import, is the need to account for new energy products or generation that may increase a company’s direct emissions, but provide a significant pathway to reduce this nation’s greenhouse gas emissions.  We hope that these comments will be helpful to the Department as it continues its work.








Sincerely,








Arthur E. Smith, Jr.








Sr. Vice President and








Environmental Counsel







