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IEEE Writing Standards for Gas Credits

One of the world’s leading standards-setting groups is out to write the rules for greenhouse gas reduction credits for electric power generators. The prestigious Institute of Electrical and Electronics Engineers, based in Piscataway, N.J., with close to 400,000 members worldwide, is writing standards to “quantify, verify and certify” GHG reductions in the electric power industry.

A straw man draft standard -- P1595 -- was presented for discussion at a recent meeting of the IEEE Power Engineering Society. The standard is being drafted by the climate change working group of the PES’s energy development & power generation committee. The final voting draft is slated to be done by July 2003, with first round balloting in the fall, with an accepted standard perhaps by 2005.

According to working group chairman Jim McConnach, the standard hopes to cover all six Kyoto regulated GHGs in the “full energy-cycle and full life-cycle of electricity processes and services,” but the focus is on carbon dioxide. IEEE says, “The standard is intended to cover the measurement and quantification of CO2 reductions for emissions credits in the electricity supply and demand industry, as brought about by technology applications, innovations and improvements. As such it covers ‘cradle to grave’ project life-cycles in all aspects of the industry, i.e. fuel chain and processing; energy conversion systems (generation); emission control systems (pre and post combustion); delivery systems (transmission and distribution); and end uses (demand side management and conservation).” McConnach says even transportation will be included as an end use “to the extent that electric power can be substituted for existing power technologies.”

Key issues include tradeoffs between cost and value of such things as metering, life-cycle analysis, certification, and auditing. Coordination with a host of other emerging GHG trading initiatives is also an issue, especially with the United Nations Intergovernmental Panel on Climate Change, which is the technical arm of the Kyoto Protocol.

McConnach says the ambitious goal of the standards effort is to establish “internationally accepted rules to provide assurance of amount, quality and value of emission credits independent of technology, time frame or source country. The standard will help provide an answer to the generic question: How can one country or jurisdiction to an emissions trade be assured and satisfied that it is getting real and true value for a purchased emissions credit from another country or jurisdiction?” He notes that this effort is “breaking new ground” for the IEEE Standards Association. [DW]

FERC Technical Conference Aims at Calif. Compliance
Responding calmly to California calumny, the Federal Energy Regulatory Commission last week set a technical conference starting today and running through Friday in San Francisco “to facilitate continued discussions between the California Independent System Operator Corporation, market participants, state agencies, and other interested participants on the development of a revised market design for the CAISO.”

So far, California’s response to FERC’s proposed standard market design has been to collectively thumb its nose at the federal agency and assail the federal bureaucrats (ED, Aug. 9 & 12). But the FERC initiative has been getting good reviews in most other quarters, including a favorable editorial in the Washington Post on Monday. “Incumbent monopolists, and local regulators who look after them, can scream about a federal power grab,” wrote the paper, “but the feds are within the Constitution, and they are sticking up for the consumer.”

The editorial added, “By proposing a standard market design, the commission hopes to sweep aside the balkanization of the national grid, allowing electricity to flow from regions with abundance to regions with scarcity, reducing average prices. … The monopolists will no doubt cite California’s experience and state’s rights in an attempt to dilute it. But these dilutions must be resisted.” [KM]

It’s Razorbacks v. Tigers In Southeast Rate Fight

Arkansas and Louisiana, accustomed to being rivals in Southeastern Conference sports, are now at war as well over potential Entergy Corp. electric rates. The Louisiana Public Service Commission and the New Orleans City Council filed a petition against Entergy with the Federal Energy Regulatory Commission in June 2001 seeking rate “production cost equalization” in the utility’s multi-state system. The Arkansas Public Service Commission intervened in support of Entergy, which opposes the proposition.

However, few in Arkansas knew about the Louisiana action until early August when state Sen. Mike Beebe, a Democrat who is unopposed to become the state’s new attorney general in January, publicly rang “alarm bells” about what he said is the $200-$500 million annual rate increase all of Entergy Arkansas’ retail and wholesale customers face if FERC grants the petition.  

Election-year finger-pointing erupted immediately among many statewide candidates because numerous Arkansans still recall and resent FERC’s decision, upheld by the courts in the early 1980s, that forced them to pay $286 million for Entergy’s $3.8 billion Grand Gulf nuclear power plant at Port Gibson, Miss., a facility that did not benefit Arkansas at the time.  

FERC found in the Grand Gulf case that because all Entergy plants are designed centrally and planned for the good of the entire company, the burden of production costs should be spread with “rough equalization” among its operating subsidiaries in Louisiana, New Orleans, Mississippi, Arkansas, and Texas.

The Louisiana PSC filed testimony Aug. 9 in which it said “rough equalization” was out of whack because Louisiana Entergy customers pay production costs 15 percent higher than the system average. And New Orleans customers are charged a rate 21 percent higher than average. The filing claims Arkansas customers pay at a rate 21 percent below the average. The Louisiana agency suggested the maximum deviation should be no more than 5 percent. Louisiana PSC attorney Michael R. Fontham said Arkansas was being subsidized by his state’s Entergy ratepayers.

Arkansas regulators say Louisiana’s figures are “artificially inflated” and the test period they cover is too short.  PSC numbers and those of Entergy show a much smaller deviation, which regulators say falls within “rough equalization.”

To a large extent, the various fuel types Entergy uses to generate electricity are at the heart of the current dispute.  Entergy Arkansas relies primarily on nuclear and coal-fired generating stations whereas those serving Louisiana are mostly gas-fired, and natural gas costs have skyrocketed since they were built.

The Arkansas PSC has until Nov. 1 to respond to Louisiana’s Friday testimony. FERC’s staff testimony is due Nov. 29.  A hearing before FERC Administrative Law Judge Jacob Leventhal is scheduled tentatively to begin Feb. 3 and last several weeks. [CG]

NRC Warns of Extra Inspections for PWRs

The U.S. Nuclear Regulatory Commission has told the owners of the nation’s 69 pressurized water reactors that they may need supplemental inspections of reactor vessel heads. “The discoveries of cracked and leaking vessel head penetration nozzles at several PWRs and significant corrosion of the reactor vessel head at the Davis-Besse nuclear power plant in Oak Harbor, Ohio, have raised concerns about the adequacy of current inspection programs that primarily rely on visual examinations to identify nozzle cracking, boric acid leakage, and corrosion,” said the safety agency.

After discovering severe damage at Davis-Besse, the NRC last March called on licensees to supply additional information on vessel head inspection programs. “NRC staff has analyzed the data supplied by the PWR licensees in response to the March 18 bulletin and concluded that inspection programs that primarily rely on visual examinations may need to be supplemented with volumetric or surface examinations,” said the commission. Some of the techniques that might be used include “ultrasound, electric currents, and liquid dyes to check for cracking and corrosion in metal structures.”

In the meantime, the NRC staff is holding three meetings on Davis-Besse to review the status of the plant and the planned repairs to the vessel head. The first will be Thursday at the NRC’s regional office in Lisle, Ill. The NRC will follow with two more meetings next Tuesday. The NRC says the meetings “will focus on Davis-Besse’s analysis of the root causes associated with management, organizational effectiveness, and human performance that are believed to have led to the degradation of the reactor pressure vessel head. The plant has been shut down since Feb. 16. [KM]

Calpine’s Cartwright, Kelly Swear to SEC Filings

Calpine Corp. CEO Peter Cartwright and Robert D. Kelly, Calpine’s chief financial officer, have signed and submitted to the U.S. Securities and Exchange Commission sworn statements certifying that the California-based independent power company’s 2002 SEC filings contain no material misstatements or material omissions, as required by a recent SEC order. Cartwright and Kelly led a team that reviewed the company’s filings. The results of that review were then vetted by the company’s audit committee.

The SEC’s June 27 order mandates that CEOs and CFOs of about 950 large, publicly-traded companies attest to the veracity of their SEC filings. The order came after widespread revelations of financial and accounting shenanigans in cases involving Enron, WorldCom, and others. The documents covered by Calpine’s certification including the company’s annual report, or 10-K filing, for 2001, the 2002 proxy statement, and all other reports filed through Aug. 9, the date of the certification.

A copy of Cartwright’s and Kelly’s filing to the SEC are available on the investor relations page of the company’s web site at www.calpine.com and at the SEC’s web site at www.sec.gov/rules/extra/ceocfo.htm. [KM]
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