February 17, 2004   

Mr. Mark D. Friedrichs

PI-40

Office of Policy and International Affairs

U.S. Department of Energy

Room 1E190

1000 Independence Ave., SW

Washington, DC 20585

Department of Energy (DOE) proposed rule, General Guidelines for Voluntary Greenhouse Gas Reporting, Published December 5, 2003, Federal Register (Vol. 68, No 234).

Dear Mr. Friedrichs:

The National Association of Manufacturers (NAM) submits these comments in response to the request by the Department of Energy (DOE) for comments on Proposed General Guidelines for Voluntary Reporting of Greenhouse Gases, 68 Fed. Reg. 68204 (December 5, 2003) [hereinafter, “proposed guidelines”].  The NAM is the nation’s largest industrial trade association, representing 14,000 member companies (including 10,000 small and mid-sized companies) and 350 member associations serving manufacturers and employees in every industrial sector and all 50 states.  The NAM, which has many large energy producers and large industrial energy users in its membership, has a strong interest in the design of these guidelines.

In general, the NAM commends the DOE for adopting many of the suggestions the NAM made in its June 5, 2002 comments to the DOE’s May 6 Notice of Inquiry requesting comments on the proposed revisions to the Voluntary Reporting of Greenhouse Gases Program (VRGGP) Greenhouse Gas Registry (GHG Registry).  [67 Fed. Reg. 30370, et seq., 5/06/02].  Then, as now, it is our hope that changes in the existing 1605(b) program will not only encourage more large manufacturers from additional sectors to participate in the GHG Registry, but also will encourage participation by small and medium manufacturers.  We note that the proposed guidelines would establish a two tier system, one of which would be a relatively flexible opportunity for companies to report energy efficiency successes without the rigors of formal, entity-wide registration.  We believe this reporting option will provide the flexibility and lower reporting costs needed to attract additional participation by industry, especially by small and medium manufacturers.  

In addition to removing barriers to participation, a flexible GHG reporting option can improve the DOE program’s appeal to a broad range of manufacturers by offering a wide array of opportunities to report.  Many companies are devoting considerable resources to energy conservation and efficiency projects, and they should continue to be allowed to report their reductions to the GHG Registry.  Facilities should have the option of reporting both direct emissions (resulting from on-site combustion of fossil fuel for on-site use) and indirect emissions (resulting from on-site consumption of electricity, heat and steam generated off-site) that are directly related to their facilities’ operations.  Providing this option would allow voluntary reporting by facilities with indirect emissions greater than their direct emissions and ensure that those responsible for energy conservation and/or improved energy efficiency can report those reductions.  Care must be taken to ensure that there is no double counting of the attributable emissions changes by both facility and the off-site provider of the energy. 

The NAM further commends the DOE for its desire to meet the credibility test by providing clarity and assurance requirements in the proposed guidelines on the GHG Registration option.  More specifically, the NAM applauds the proposed guidelines approach to verification of registered GHG’s without the requirement of third-party verification.  Certainly, any entity that wishes to sell emissions reductions to a buyer could and should work out the verification and other assurance issues in a private contract with that buyer.  In the meantime, under the proposed guidelines, all the other registrants to the DOE GHG program will not have to pay thousands or even millions of dollars to “certification” consultants.  This cost-saving provision in the proposed guidelines goes a long way to keeping formal registration within reach of industry, particularly small and medium manufacturers.

With respect to the baseline year(s) under the proposed guidelines, the NAM membership does not have a common position on how many years a company may go back in to register GHG emissions reduction activities.  No doubt, some companies can even document energy efficiency measurers undertaken since 1974.  Nevertheless, the NAM does applaud the DOE for providing some flexibility in allowing companies to use a baseline that can be an average of up to four years.  We must note, however, that the manufacturing sector was in a real recession – one precipitated by energy price spikes -- from June 2000 to December 2001.  During that recession, manufacturing production declined by 7.4 percent, the second longest decline in 50 years (the longest was the 1982 recession).  Industry was still deep in the economic downturn during 2002.  In fact, manufacturing output during 2002 was over 5 percent below the manufacturing output during 2000.  

Not surprisingly, industrial energy use also fell during this economic downturn.  According to EIA data, industrial energy use during 2002 was almost 6.8 percent less than the average industrial energy use for the period 1997-2000.  Thus, if the 2002 baseline approach is required in the final rule, the energy intensity formulation is critical to allowing manufactures to regain and expand economic output as we continue growing out of the economic downturn.   By contrast, to the extent the final guidelines permit registration of GHG emissions reductions on an absolute reduction basis, the requirement of a 2002 base year would be problematic for many companies because it would force them to use an emissions baseline that would be on average almost 7 percent below pre-recession years.

In addition, the registration program’s proposed definition of "de minimis emissions" applies to a company's entity-wide emissions and is 3 percent of total CO2 equivalent or 10,000 metric tons, whichever is less.  This requirement is far too burdensome and would discourage or even preclude many large emitters from participating.  Applying this definition would require large power generation or energy-intensive manufacturing companies to account for over 99.9 percent of their emissions.  The NAM recommends that the DOE set a significantly higher threshold of at least 5 percent of an entity's total GHG emissions of CO2 equivalent as the definition of "de minimis emissions", allowing companies to focus their resources on those sources that account for the majority of their emissions.
While the NAM strongly supports the use of energy intensity for measuring GHG reductions, we note the urgent necessity of technical guidelines on how to calculate energy intensity reductions.  This calculation is particularly problematic for the manufacturers which produce a variety of different products, the valuation for each of which is not always easily comparable.

The NAM notes that the proposed guidelines do not address the issue of “transferable” credits.  Indeed, in its June 2002 comments, the NAM urged that this controversial issue be separated from the voluntary GHG Registry in order to avoid the implication that the registry is a first step toward a mandatory emissions-reduction (or energy-rationing) program.  A formalized emission-trading program backed by the government – assuming it had the legal authority to establish one – would create enormous “full faith and credit of the United States” issues and would force the verification criteria in the formal registration program to a much higher level of expense and effort, thereby decreasing the number of registrants.  

It is important that the proposed guidelines fulfill the need for a single national repository for GHG emission-reductions data with one set of reporting criteria.  In light of a recent proliferation of proposed state and federal GHG reporting initiatives, we support all efforts the DOE may take in advancing a single, coordinated, national, voluntary reporting system.  All other federal reporting initiatives should be transitioned to the DOE framework as soon as possible.  Consolidation of reporting criteria will help avoid intrinsic inefficiencies, and likely conflicts, among multiple federal and state-level reports.  For NAM members, with large and small facilities in every state, multiple reporting requirements such as the standards being adopted by the Environmental Protection Agency’s Climate Leaders Program, would be unnecessarily burdensome and provide no incremental benefit to a single, centralized and consistent system.  Moreover, voluntary GHG emissions reduction reporting programs, in order to assure they are indeed, voluntary, should not be managed by agencies that have regulatory authority over an industrial sector or companies.  Finally, the NAM also urges the DOE to become actively involved in the on-going formulation of the U.S. position on an ISO GHG reporting standard.  

Please feel free to contact me (mwhitenton@nam.org, (202) 637-3157) if you have any questions or if I can be of any assistance.

Sincerely,

Marshall E. Whitenton

Vice President

Resources, Environment and Regulation

National Association of Manufacturers

