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Mr. Mark Friedrichs

PI-40

Office of Policy and International Affairs

U.S. Department of Energy

Room 1E190

1000 Independence Avenue, S.W.

Washington, D.C.  20585

By email: 1605bgeneralguidelines.comments@hq.doe.gov
Re:
10 CFR Part 300 General Guidelines for Voluntary Greenhouse Gas Reporting; Proposed Rule, 68 Fed. Reg. 68204 (December 5, 2003)
Dear Mr. Friedrichs:

The National Rural Electric Cooperative Association (NRECA) respectfully submits its comments on the proposed rule on the General Guidelines for the Voluntary Reporting of Greenhouse Gases Program (VRGGP) pursuant to the above-noted Federal Register notice and request for comment from the Department of Energy (DOE). 

NRECA is a not-for-profit national service organization representing 930 not-for-profit, customer-owned rural electric cooperatives located in 47 states.  NRECA’s members serve more than 37 million end-use electric customers.  NRECA’s membership includes both distribution cooperatives that deliver electricity to the consumer and generation and transmission cooperatives (G&Ts) that generate and transmit electricity to distribution co-ops.  NRECA participates in DOE’s Climate VISION program and has a vested interest in the VRGGP as an effective tool supporting the President’s climate policies and national goal to reduce the greenhouse gas intensity of the U.S. 18 percent by 2012.  

NRECA is a member of the Electric Power Industry Climate Initiative (EPICI), the coalition of electric power groups formed to coordinate the electric industry sector’s response to President Bush’s Global Climate Change Initiative, and supports the EPICI comments on the proposed General Guidelines.  Several issues are of particular importance to NRECA’s members, in addition to the comments and issues raised by EPICI on behalf of the electric power sector.

Rural Electric Cooperatives Are Small Businesses

Rural electric cooperatives differ in size, financial characteristics and other material characteristics when compared to overall electric power industry traits.  Electric co-ops are small businesses that provide at-cost electric service.  They serve an average of 6 consumers per mile of line and collect annual revenue of approximately $8,588 per mile of line.  This is in contrast to investor-owned utilities that average 33 customers per mile of line and collect $58,981 per mile of line, and publicly owned utilities, or municipals, that serve an average of 43 customers per mile of line and collect $72,146 per mile of line.  As small, at-cost service providers, the resources that they can devote to a voluntary greenhouse gas reporting registry are limited. 

Given their limited resources, small businesses such as rural electric cooperatives need simple reporting guidelines and minimal transaction costs to participate in the VRGGP.  In addition, small businesses need clear incentives to voluntarily reduce their greenhouse gas emissions.  The following comments address elements of the proposed revisions that would affect participation by small electric utilities. 

Small Businesses Need Clear Incentives for Participation

The President, in his February 14, 2002 climate policy statement and call for an enhanced national registry for voluntary emission reductions, directed that reforms to VRGGP “ensure that businesses and individuals that register reductions are not penalized under a future climate policy.”  He also stated that those who make real reductions in greenhouse gas emissions should be awarded transferable credits.  The four-agency letter of July 8, 2002 also cites this as part of its primary goal along with creating a credible and transparent program to support the national goal of reducing U.S. emissions intensity by 18 percent by 2012.  While the proposed General Guidelines go a long way toward creating a credible and transparent VRGGP, they fall short on providing credit for voluntary actions and reducing the risk that voluntary actions will be penalized by a future climate policy. 

There are three policies that would assure that businesses that register reductions are not penalized under a future climate policy: (1) baseline protection; (2) transferable credits; and (3) credit for early action.  The current proposal is silent on the first two policies—baseline protection and transferable credits.  With respect to credit for early action, the proposal only allows registration for emission reductions that have occurred since 2002.  Under the current proposal, cooperatives that have reported emission reductions into the current VGGRP from 1994 through 2002 already have reduced their baselines and will be penalized for taking action.  

Small businesses need to know that if they invest their limited resources in emission reduction actions, those reductions will count to their benefit in a future climate policy regime.  In addition to addressing baseline protection and establishing a mechanism for tracking “registered” emission reductions, the revised General Guidelines should also allow registration for emission reductions taken prior to 2003.  Inclusion of these three elements would encourage businesses to voluntarily reduce emissions and assure that the voluntary reporting program is an effective tool for reaching the nation’s 18 percent goal. 

Small Businesses Need Minimal Transaction Costs

Cooperatives, as small businesses and at-cost service providers, need a reporting system that is as simple as possible and with minimal transaction costs.  The four-agency letter identified minimizing transaction costs for reporters as one of the objectives in revising the VRGGP General Guidelines.  As currently written, the General Guidelines would dramatically increase the costs for voluntary reporting.  NRECA believes the following changes would help to reduce transaction costs and facilitate participation by small businesses without compromising the program. 

Reporting Entities.  In the proposed revised General Guidelines, DOE solicits comments on reporting entities and how the General Guidelines can provide flexibility needed by entities with special circumstances and the role of third parties in reporting aggregated data.  Many distribution cooperatives purchase their power from a generation and transmission cooperative in which they share ownership.  Distribution and generation cooperatives also typically share technical expertise that is more prevalent within the generation community.  Therefore, voluntary efforts to reduce greenhouse gas emissions are likely to be reported jointly.  In order to simplify the reporting process, reduce the burden on the smaller distribution entities, and avoid multiple reporting of the same emissions, generation and transmission cooperatives and their member distribution cooperatives should have the flexibility to jointly report reductions and/or emissions.  If electricity generators and distributors choose to jointly report, it would avoid duplications of indirect emission reporting by both the wholesale purchaser (distribution cooperative) and the end user of the electricity.  The generation and transmission cooperative also would have more accurate information about emissions from electricity generation. 

Entity-Wide Reporting, Emissions Inventories and De Minimis Exclusions.  To register emission reductions, DOE has proposed that reporting entities be required to submit annual entity-wide emission inventories that encompass six greenhouse gases from all direct emission sources, indirect emissions associated with purchased electricity (e.g., electricity), and changes in terrestrial carbon stocks.  Recognizing that small, widely dispersed emissions are likely to be costly to monitor and report and would have little effect on the total emissions or emission reductions reported, the proposed General Guidelines provide a de minimis exclusion.  However, the exclusion—3 percent of the total annual CO2 equivalent emissions of the entity or less than 10,000 metric tons, whichever is less—is too small to help electricity generators and rural electric cooperatives.  With over 98 percent of greenhouse gas emissions coming out of the stacks, and all other emissions and sinks within their operations known to be insignificant, the electric power sector is unique.  Changing the de minimis exemption to the greater of 3 percent of total annual CO2 equivalent emissions or 10,000 metric tons would provide the intended relief to reporters, with virtually no impact on total emissions or emission reductions reported.  

In addition, DOE has proposed that entity-wide reports include indirect emissions associated with purchased electricity.  Without the referenced Technical Guidelines, it is difficult to comment on this provision.  However, it appears this provision is an attempt by DOE to provide recognition for reductions in energy consumption by end users.  As such, DOE should distinguish between wholesale and retail purchases of electricity.  Since generators and distribution cooperatives consume so little electricity, requiring generators to report emissions associated with wholesale electricity purchases simply duplicates emission reporting and adds data collection and cost burdens.  Electric utilities should have the option of reporting indirect emissions associated with electricity purchases, particularly to recognize purchases from low- or non-emitting generation.  

Project-Level Registration.  Rural electric cooperatives, like other small businesses, engage in greenhouse gas reduction activities as projects.  These activities reflect real reductions or offsets of emissions as evidenced by the proposed General Guidelines allowing small emitters to register project-based reductions.  In its proposal, DOE states that disallowing project-based registration for large emitters is a result of its interest in encouraging companies to reduce their total emissions.  For the electric power sector, circumstances largely beyond the control of generators determine their total emissions and emission intensity including weather, the economy, hydro and nuclear unit availability, and fuel prices.  Any action then, whether taken by generators at the entity-wide level or the project level, can contribute significantly to the President’s goal.  DOE should allow registration of project-based reductions by large emitters such as rural electric cooperatives.  This would significantly reduce the costs of reporting.

Report Certification and Verification.  DOE appears to have considered transaction costs in proposing flexibility in the certification of reports by one of several responsible parties, i.e., the Chief Executive Officer (CEO), agency head, head of household, or person responsible for the reporting entity’s compliance with environmental regulations, and in rejecting a requirement for third party verification.  Third party verification would add substantial transaction costs and would be a significant disincentive to participation by small businesses.  Certification by the individual responsible for the reporting entity's compliance with environmental regulations is completely adequate and appropriate.  Requiring that the CEO of the reporting entity certify as to the accuracy of the 1605(b) reports is unnecessary and overly burdensome.  CEO certifications are not required even under regulatory environmental reporting systems, such as under the Clean Air Act.  Therefore, we support the language in the proposed guidelines that provides the flexibility so individuals other than the CEO can "certify that reports are complete, accurate, and consistent with DOE guidelines." 

Additional Opportunity to Comment on the General and Technical Guidelines.  The Technical Guidelines are an integral part of understanding the use and workability of the proposed General Guidelines.  Therefore, NRECA views an opportunity to comment again on the General Guidelines in conjunction with the Technical Guidelines as critical.  The more detailed information to be provided in the Technical Guidelines is necessary in order to assess the impact and burden to small businesses such as rural electric cooperatives.  We support DOE’s stated intention to provide this opportunity to comment on both the General and Technical Guidelines together.

NRECA supports DOE’s goal to create a credible and transparent 1605(b) voluntary reporting program.  However, a truly national program must balance credibility and transparency against the cost and ease of data collection for all reporters, not just for the largest, the richest, or those with the most to gain.  As small, at-cost businesses with potentially large emissions, rural electric cooperatives need VRGGP guidelines that require minimal human and financial resources in order to participate.  In this proposal, DOE has done a good job addressing the needs of small businesses with small emissions.  As DOE revises this proposal, we hope it continues its efforts to address the needs of small businesses and expands them to include those with large emissions such as rural electric cooperatives.

We appreciate the current opportunity to submit these comments, and look forward to further discussions with DOE on issues relating to the enhanced VRGGP and improved General Guidelines.

Respectfully submitted,

NATIONAL RURAL ELECTRIC COOPERATIVE

  ASSOCIATION

_________________________





___________________________

Carol Whitman, Principal, Environmental Affairs

National Rural Electric Cooperative Association

4301 Wilson Boulevard

Arlington, VA 22203

(703) 907-5790

carol.whitman@nreca.org

cc:  

Margot Anderson, Deputy Assistant Secretary for Policy Analysis, DOE

Larisa Dobriansky, Deputy Assistant Secretary for National Energy Policy, DOE

William Hohenstein, Director, Global Change Program Office, UDSA

