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Introduction
Rising global atmospheric concentrations of carbon
dioxide, methane, nitrous oxide, and other "greenhouse
gases" have been a subject of increasing scientific and
policy concern for the past decade. Many scientists and
policymakers believe that increasing atmospheric con-
centrations of these gases (thought to be caused by
human activities, particularly, the combustion of fossil
fuels) may cause significant long-term changes in global
weather and climate by trapping more of the sun's heat
in the atmosphere.

In 1992, President George H.W. Bush signed a multilat-
eral treaty, the Framework Convention on Climate
Change, which committed the United States to take
steps, in conjunction with other signatory states, to “. . .
achieve . . . stabilization of the greenhouse gas concen-
trations in the atmosphere at a level that would prevent
dangerous anthropogenic interference with the climate
system.”52

As the Framework Convention was being negotiated,
Congress began to consider measures that would help
the U.S. Government develop the national “commit-
ment” required by the treaty. One such measure was
Section 1605(b) of the Energy Policy Act of 1992, which
requires the Energy Information Administration (EIA)
to create reporting forms and a database for the volun-
tary reporting of emissions and reductions in emissions
of greenhouse gases. The Voluntary Reporting Program
was developed in a cooperative effort with potential
reporters, the Department of Energy’s Office of Policy,
and the U.S. Environmental Protection Agency. The pro-
gram permits individuals, corporations, and other orga-
nizations to report to EIA on actions taken that have
reduced emissions of greenhouse gases or increased the
sequestration of carbon.

Reporters choose to undertake the effort of preparing
their voluntary submissions for a variety of reasons,
such as:

•To establish a public record of their contributions to
achieving a national policy objective

•To provide the opportunity for others to benefit from
their experience in reducing emissions

•To demonstrate their commitment to voluntary
approaches to solving or ameliorating environmen-
tal conditions

•To record the activities undertaken pursuant to vol-
untary programs

•To establish a basis for requesting consideration of
prior actions in a possible future “credit for early
reductions” program or a possible future regulatory
scheme to stabilize or reduce national emissions of
greenhouse gases.

Development of the
Voluntary Reporting Program

The Voluntary Reporting Program is required by Sec-
tion 1605(b) of the Energy Policy Act of 1992 (see box in
Chapter 1, page 2). About 3 years elapsed from the pas-
sage of the law, in October 1992, to the completion of the
first reporting cycle. The development of the Voluntary
Reporting Program consisted of three phases:

•Guidelines development (October 1992 to October
1994)

•Forms development (February 1994 to July 1995)

•First report cycle (July 1995 to March 1996).

Guidelines Development

The principal clauses of Section 1605(b) of the Energy
Policy Act require the U.S. Department of Energy
(DOE), in consultation with the U.S. Environmental Pro-
tection Agency (EPA), to issue guidelines for reporting
emissions and emission reductions of greenhouse
gases. EIA was then required to develop a reporting
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framework consistent with the guidelines. The informa-
tion collected was to be accessible for public use.

The development of the guidelines was assigned to
DOE’s Office of Policy, which began a series of public
workshops to gather information about public expecta-
tions of the program. The public workshops on the
guidelines ran from September 1993 to March 1994 and
were held in Washington, DC, Atlanta, GA, and Chi-
cago, IL. The workshops spanned a range of issues
related to the objectives of the Voluntary Reporting Pro-
gram, the definition of a “credible” report, and methods
of reporting.

Differing notions of the purpose of the Voluntary
Reporting Program were expressed, as well as differing
views about the nature and type of information to be col-
lected. Many potential reporters tended to stress the
notion that the reporting system should be “simple and
flexible.” They typically opposed suggestions to con-
struct detailed “official” definitions of baselines, report-
ing entities, and coverage of reports. It was argued that
such definitions were premature in an experimental pro-
gram, would discourage companies from reporting, and
would render the program relatively narrow.

Some commenters, who were not potential reporters,
argued the reverse. They urged explicit and specific def-
initions of “who is responsible for an emission.” The
individuals and organizations holding these views
hoped to elicit reports that revealed absolute and verifi-
able emission reductions.

Following the workshops, a public review draft of the
guidelines was published in May 1994. After further
public comment, final guidelines were published in
October 1994.53 The guidelines contain several broad
themes that have shaped the program:

•The Department held that the primary objective of
the program was “broad participation.” Any U.S.
“legal person” (i.e., individual, corporation, trade
association, or private voluntary organization) may
report.

•Within the confines of the statute, reporters were
given nearly complete flexibility in crafting their
reports. Reporters were free to define as they saw fit
the nature of the reporting entity, the emissions and
reductions to be reported, methods of calculating
emissions and reductions, and the type of activity
deemed to cause emission reductions.

•Reporters were to be permitted to report on activities
both in the United States and abroad, so long as they
distinguish between domestic and foreign activities.

•Reporters were to be encouraged to report both emis-
sions and emission reductions as comprehensively
as possible, accounting for both “direct” and “indi-
rect” emissions.

•Reporters were to be encouraged to report on emis-
sions and emission reductions for a range of green-
house gases.

•Reporters were to report “achieved reductions,”
defined as emission reductions achieved since 1990.
Reductions occurring prior to 1990 or reductions
expected to occur in the future are not permitted.

The guidelines did not define “property rights” in emis-
sions. For example, the emissions from generating elec-
tricity could be the responsibility of an electric utility or
the purchaser of the electricity. By accepting the validity
of differing possible interpretations of who “owns”
emissions, reporters were given considerable flexibility
in reporting on their greenhouse gas emissions and
emission reduction activities. The guidelines explicitly
recognized the possibility that, in the absence of clear
“property rights,” two or more organizations might
report on the same emission reduction activity, an even-
tuality called “double reporting.” The flexibility of the
guidelines has, of necessity, resulted in a relatively com-
plex reporting form and database.

Forms Development

EIA developed, in parallel, reporting forms and a data-
base consistent with the guidelines. In early November
1994, 2 weeks after the issuance of the final guidelines,
EIA issued draft forms for public review. The draft
forms were pre-tested by several firms interested in
reporting, including Niagara Mohawk Power, Houston
Light & Power (now Reliant Energy), and General
Motors. Many useful comments were received, both
from pre-testers and from the public review process.

Following the public review, EIA sent the forms to the
Office of Management and Budget (OMB) for formal
clearance under the Paperwork Reduction Act, a legal
requirement for any Federal data collection exercise. The
OMB requested further public comment and, after
reviewing the forms, cleared them for public use in May
1995. After final editing and layout revisions to enhance
readability, EIA released the forms to the public in July
1995.
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The Voluntary Reporting Program and the
Climate Change Action Plan

On April 21, 1993 (Earth Day), President Clinton com-
mitted the United States to stabilizing its emissions of
greenhouse gases at 1990 levels by the year 2000. The
methods by which the Government proposed to achieve
this objective were described in the President’s Climate
Change Action Plan, published in October 1993.54 That
document spelled out a range of largely voluntary pro-
grams intended to limit emissions of greenhouse gases.
The Climate Change Action Plan is updated yearly
through the preparation and submission of the United
States’ Climate Action Report, under the annual require-
ment to the United Framework Convention on Climate
Change. The most recent report, U.S. Climate Action
Report 2002, was released in May 2002.55

As President Clinton’s Climate Change Action Plan got
underway, managers of certain DOE- and EPA-
sponsored voluntary emission reduction programs (as
well as some participants) felt the need for a reporting
system to record and describe the actions of participants
in those programs. The 1605(b) Voluntary Reporting
Program, already underway with an OMB-approved
data collection instrument and a requirement to collect
information about a broad range of emission reduction
activities, was a useful vehicle for recording results of
the voluntary reduction programs. Participants in the
Climate Challenge program (for electric utilities) and the
Climate Wise program (for manufacturing firms) were
strongly encouraged to file reports with the Voluntary
Reporting Program documenting their emission reduc-
tion efforts.56

Forms Design
The data collection forms for the Voluntary Reporting
Program, as developed, endeavored to cover the com-
plexity in categories of emissions required by the guide-
lines. To this end, the structure of the voluntary
reporting database needed to be expansible to cover
many different contingencies, including the following:

•Reporters ranged from some of the largest industrial
firms in the United States to individual households.

•Reporters could report on specific actions (projects)
they had taken to reduce emissions or on the emis-
sions (and reductions) of their entire organizations.

•The statute required, and reporters requested, the
ability to report on many different classes of actions
that have the effect of reducing greenhouse gas emis-
sions, ranging from energy conservation to carbon
sequestration.

•The reporting format sought to identify areas where
multiple reporting of the same project actually
occurred, and to make possible a general assessment
of the reliability and possible ownership of the
reports.

•The lack of generally accepted accounting principles
for greenhouse gas emissions required a design that
permitted a variety of reporting formats. This led to
ambiguities that the forms design tried to clarify.

•The guidelines permitted the reporting of foreign
emission reduction actions.

•The guidelines permitted reporting on reductions for
a range of greenhouse gases.

•Managers of voluntary programs asked EIA to
develop a mechanism for collecting participants’
commitments to reduce future emissions.

EIA developed two alternative reporting instruments:
the long form (Form EIA-1605) and the short form (Form
EIA-1605EZ). The short form is intended to cover report-
ing solely on emission reduction projects and for a single
year only.

The text box on page 76 outlines the basic structure of the
long form. The form has four schedules. The first sched-
ule asks for the name and address of the reporter, along
with some particulars about the report. The most funda-
mental distinction is between “project reporting” in
Schedule II and “entity reporting” in Schedule III. Pro-
ject reporters are reporting on specific actions they have
taken to reduce emissions. Entity reporters are reporting
on emissions and emission reductions for an entire orga-
nization. For example, during the eleventh reporting
cycle of the Voluntary Reporting Program (2004 data
year), 122 reporters provided entity-level reports, and
175 reporters provided project-level reports. Seventy
reporters filed both entity-level and project-level
reports, while 52 reporters filed only entity-level
reports. Within Schedule II, the report is further subdi-
vided into ten sections, reflecting the diversity of antici-
pated reduction actions. Each section contains general
questions that are applicable to all ten sections, as well as
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ing the results of actions already taken. Further, some voluntary program participants may have experienced difficulty in gathering
together the necessary information to file their reports.



other questions specific to the particular type of project,
to help reporters and EIA understand and describe the
project.

In order to clarify what reporters are claiming as “their”
emissions, the Voluntary Reporting Program generally
distinguishes between “direct” and “indirect” emis-
sions. A direct emission is defined as an emission from a
facility actually owned by a reporter. An indirect emis-
sion is defined as an emission from a facility owned by
someone else, but for which the reporter claims some
responsibility. Some reporters reported only direct
emissions and some reported only indirect emissions,
depending on the nature of the project and the reporter’s
view on the ownership of the emission. For more discus-
sion, see the text box on page 78.

Schedule IV was added to assist participants in DOE-
and EPA-sponsored voluntary programs in recording
their commitments to reduce future emissions.

Eighty-six firms reported on Schedule IV during the
2004 data reporting cycle. Twenty-eight (33 percent) of
the 2004 Schedule IV reporters were electric utilities par-
ticipating in DOE’s Climate Challenge program.

Forty-nine (57 percent) of the reporting entities that filed
Schedule IV information for the 2004 reporting cycle
were classified under Standard Industrial Classification
(SIC) codes other than SIC 49 (Electric, Gas, and Sanitary
Services). They were:

•SIC 20, Food and Kindred Products—the Oil Seeds
Division of Cargill, Inc.

•SIC 22, Textile Mill Products or SIC 23, Apparel and
Other Textile Products—CommScope Solutions
(1111 Digital Dr.), the Butner Plant of Hanes Dye and
Finishing, Highland Industries, Inc.’s Kernersville
Finishing Pt, Valdese Manufacturing Company, four
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The Structure of Form EIA-1605
Schedule I. General Information

This schedule asks for the reporter’s name, address,
and type of entity, and whether the report contains
confidential information.

Schedule II. Project Level Emissions and Reductions

This schedule covers reporting of specific actions that
the reporter has taken that have reduced emissions. It
is divided into ten parts, each covering a specific type
of project. Each part requests general information
about the location and nature of the project, emissions,
emission reductions, and (if applicable) fuel or energy
savings. Each part also asks a number of questions spe-
cific to the project type that will enhance the ability of
data users to assess the emission reductions claimed.

Section 1 Electric Power Generation, Transmis-
sion, and Distribution

Section 2 Cogeneration and Waste Heart Recovery

Section 3 Energy End Use

Section 4 Transportation and Off-Road Vehicles

Section 5 Waste Treatment and Disposal—
Methane

Section 6 Agriculture—Methane and Nitrous
Oxide

Section 7 Oil and Natural Gas Systems and Coal
Mining—Methane

Section 8 Carbon Sequestration

Section 9 Halogenated Substances

Section 10 Other Emission Reduction Projects

Schedule III. Entity Level Emissions and Reductions

This schedule covers reporting on the emissions of an
entire entity. It requests direct emissions (Part Ia) and
reductions in direct emissions (Part Ib) from sources
such as stationary combustion, transportation, and
other direct sources. Schedule III also requests indirect
emissions (Part IIa) and reductions in indirect emis-
sions (Part IIb) from sources such as power transac-
tions, which include purchased power and electricity
wholesaling, and other indirect sources. Carbon
sequestered, total emissions, and total reductions in
emissions (Parts III, IVa, and IVb, respectively) for the
entire entity are also requested on Schedule III. It
should also be noted that if reporting entities had both
foreign and domestic emission reduction activities,
they were requested to submit two separate copies of
Schedule III, Parts I through III—one representative of
their domestic emission reduction activities and the
other representative of their foreign emission reduc-
tion activities.
Schedule IV. Commitments to Emission Reduction
or Sequestration Projects

This schedule permits reporters to outline commit-
ments to reduce emissions some time in the future,
generally as part of a Government-sponsored volun-
tary program. Commitments can take several forms.
The reporter can describe entity-level commitments to
reduce greenhouse gas emissions (Section 1). Section 2
allows the reporter to report on financial commitments
in terms of dollars pledged toward emission reduction
or sequestration activities or research. Section 3 can be
used to report on commitments to undertake specific
actions or projects whose intended objective is to
reduce greenhouse gas emissions or sequester carbon.



subsidiaries of M.J. Soffe Company, and six subsid-
iaries of National Spinning, Inc.

•SIC 28, Chemicals and Allied Products—Ajinomoto
Aminoscience, LLC, Allergan, Inc., Baxter Health-
care, Inc., the Dow Chemical Company, and
Mallinckrodt, Inc.

•SIC 29, Petroleum Refining and Other Related Indus-
tries—BP America

•SIC 30, Rubber and Miscellaneous Plastic Products—
Azdel, Inc and Pak-Lite, Inc. - Mebane Plant

•SIC 32, Stone, Clay, Glass, and Concrete Products—
Arizona Portland Cement Co. and California Port-
land Cement Co.’s Colton and Mojave Plants

•SIC 33, Primary Metals Industries—Alcan Primary
Metals Group, nine COMMSCOPE plants, Connec-
tivity Solutions Manufacturing Inc, and Noranda
Aluminum, Inc.

•SIC 35, Industrial and Commercial Equipment and
Components—General Electric Company

•SIC 36, Electronic and Other Electrical Equipment—
IBM, Lucent Technologies, and Penn Compression
Moulding, Inc.

•SIC 37, Transportation Equipment—General Motors,
International Truck and Engine Corporation,
Sikorsky Aircraft Corporation, and Toyota Motor
North America, Inc.

•SIC 38, Instruments and Related Products—Danaher
Controls

•SIC 40, Railroad Transportation—BNSF Railway
Company

•SIC 72, Personal Services—Maple Springs Laundry.

Accounting Issues for
Voluntary Reporting

and Beyond
The Voluntary Reporting of Greenhouse Gases Program
was designed primarily to serve as a mechanism by
which entities could report voluntary actions intended
to reduce greenhouse gas emissions and sequester car-
bon.57 EIA has the responsibility, among other things,
for establishing and maintaining a database of reported
greenhouse reductions that also serves as a national reg-
istry of reported reductions. While the information in
the database may be used by the reporting entity to dem-
onstrate achieved reductions of greenhouse gases, the

program was not designed to support credit for early
reductions or emissions trading programs. The program
guidelines did not attempt to resolve the issues that arise
in constructing the required reporting rules that would
create a set of comparable, verifiable, auditable emission
and reduction reports. Such rules would also be
required for the flexible mechanisms, such as the Clean
Development Mechanism, Activities Implemented
Jointly, and Joint Implementation, included in the
United Nations Framework Convention on Climate
Change and its Kyoto Protocol.

The current Voluntary Reporting of Greenhouse Gases
Program allows reporters considerable flexibility in the
scope and content of their reports. As a result, compa-
nies can report their emissions and reductions in several
different ways, and potentially more than one reporter
can claim the same reduction. Some commentators on
the program have characterized this aspect as a defect: a
problem needing a solution. A more restrictive program,
however, could limit the number of entities reporting, as
well as the types of activities reported. Therefore,
because it tends to increase participation in voluntary
reporting, flexibility can be viewed as a useful attribute
of the program for the following reasons:

•The educational and public recognition aspects of the
program are enhanced by maximizing the participa-
tion and do not necessarily require a complete and
fully-defined system of property rights to a reported
emission reduction.

•The Voluntary Reporting Program can be viewed as
a survey of emission accounting methods and theo-
ries actually in use, and a set of illustrations of the
potential accounting and baseline problems that
must be confronted in designing future policy instru-
ments. A more structured approach might have been
less useful for identifying and analyzing these emis-
sions accounting issues.

•The Voluntary Reporting database illustrates the
range and diversity of concrete actions that firms can
undertake to limit greenhouse gas emissions, includ-
ing many not imagined by the designers of the pro-
gram. A more structured approach might have
excluded some of the more original and innovative
projects reported to the program.

These features make the program useful in evaluating
the design and consequences of any proposed credit for
early action program as well as the Kyoto Protocol’s flex-
ible mechanisms. By creating a database of real-world
emission reduction actions and actors, the data reported
to the Voluntary Reporting Program can be used to gain
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Double Reporting of Emission Reductions
Double reporting of emission reductions to the Volun-
tary Reporting of Greenhouse Gases Program can
occur, because the ownership rights for such reduc-
tions may be claimed by more than one party. For
example, both the manufacturers and owners of more
efficient automobiles can claim emission reductions
resulting from the operation of those vehicles (see page
81, “Who Owns the Reduction?”). Because the purpose
of the Voluntary Reporting Program is to encourage
reporting, EIA does not prohibit double reporting;
however, EIA does endeavor to identify instances
where double reporting may occur.

Reporters are required to distinguish between direct
and indirect emissions and emission reductions on
Form EIA-1605. Direct emissions are releases of green-
house gases from sources owned (wholly or in part) or
leased by the reporting entity. Indirect emissions are
emissions from sources not owned or leased by the
reporter that occur as a result of the reporter’s activi-
ties. The most important indirect emissions are those
associated with the consumption of electricity pur-
chased from an electricity generator. Because the dis-
tinction between direct and indirect is unambiguous,
direct emission reductions reported to the Program
should include no double reporting.

The reporting forms do not currently allow the
reporter to indicate whether carbon sequestered
through forestry projects is direct (occurring on land
owned by the reporter) or indirect (occurring on land
owned by others). Also, Form EIA-1605EZ does not
distinguish between direct and indirect reductions.
EIA intends to address these issues in future modifica-
tions of its reporting forms. To put this issue in per-
spective, of total project-level emission reductions for
2004, 71 percent (277 million metric tons carbon diox-
ide equivalent) are reported as direct emission reduc-
tions, 24 percent (92 million metric tons carbon dioxide
equivalent) are reported as indirect emission reduc-
tions, and 5 percent (22 million metric tons carbon
dioxide equivalent) are unspecified, reported as
sequestration on the long form or as reductions or
sequestration on the short form.

A second mechanism to identify possible double
reporting is to require reporters using the long form to
identify any other entity or entities that participate in a
project reported to the Program. This captures situa-
tions where more than one entity is responsible for cre-
ating the emission reduction, such as landfill gas
projects where the landfill owner, the owner of the
power plant that uses the landfill gas, and the

purchaser of the resulting power all can, and often do,
report all the effects of the project. In the case of the
landfill operator, for example, the methane captured at
the landfill would be reported as a direct emission
reduction, and the possible reduction in central-station
fossil fuel power generation would be reported as an
indirect emission. In contrast, the operator of the
power plant could claim the emission reduction at the
power plant as a direct reduction and the reduction in
methane emissions at the landfill as an indirect reduc-
tion. In general, EIA believes that instances of double
reporting of direct emissions are very rare if not nonex-
istent; however, double counting can be an issue for
indirect reductions, because their ownership is not as
unambiguous.

Because of the concern that double reporting could
result in double counting of emission reductions, EIA
has discontinued reporting the direct, indirect, and
unspecified reductions reported to the Program, in
order to avoid giving the impression that the totals rep-
resent the cumulative effects of U.S.-sponsored pro-
jects on worldwide emissions of greenhouse gases.
Emissions, emission reductions, and sequestration are
disaggregated into the following categories: direct,
indirect, and unspecified reductions and sequestra-
tion. Unspecified reductions and sequestration include
sequestration reported on Form EIA-1605 and reduc-
tions and sequestration reported on Form EIA-1605EZ.
As in the past, EIA does not combine reductions
reported at the project level with those reported at the
entity level, because the reported reductions represent
the results of different approaches to estimating
changes in greenhouse gas emissions.

EIA does not verify greenhouse gas emission reduc-
tions reported by participants, nor does it grant a prop-
erty right associated with the claimed reductions. EIA
does, however, conduct a four-step desk review to see
that the data submissions are comprehensive, arith-
metically accurate, internally consistent, plausible, and
consistent with Program guidelines. The four steps of
the desk review are (1) an analyst’s review, (2) elec-
tronic edit checks incorporated into the reporting soft-
ware to screen for errors, (3) manual checks of the
methodologies employed, and (4) follow up with
reporters as needed to clarify any other issues. The Pro-
gram requires the participants themselves to certify
that the information reported is accurate to the best of
their knowledge and belief; thus, the reporters are ulti-
mately responsible for the accuracy of the reports sub-
mitted to the Voluntary Reporting Program.



insight into the incentive effects and beneficiaries of var-
ious credit-for-early-action and related proposals. The
Voluntary Reporting of Greenhouse Gases database has
provided a mechanism for identifying some of the issues
that would have to be resolved in developing an
accounting system for quantifying emissions, emission
reductions, and sequestration. Such an accounting sys-
tem will have to answer the following questions:

•Who can report?

•What is a reduction?

•Who owns the reduction?

•Would the reduction have happened anyway?

•How does one verify reports?

Who Can Report?

Section 1605(b) of the Energy Policy Act of 1992 men-
tioned only “entities” and “persons” as prospective
reporters. Several overlapping concepts of “who can
report” surfaced at the public hearings for the guidelines
for the Voluntary Reporting Program, all of which were
accommodated. These included:

•A legal person: i.e., an individual, household, cor-
poration, or trade association. In this approach,
emissions and reductions are calculated and
reported for the entire entity.

•A facility or group of facilities. Emissions and
reductions are calculated as those of a particular
facility, defined as a single plant in a specified loca-
tion, or perhaps even a single stack within a plant. A
corporation or legal person acquires responsibility
for emissions and reductions through ownership of
one or more specified facilities.

•A “project” or activity. Reductions are defined by
comparing the emissions from some set of sources
deemed relevant with an estimate of what emissions
would have been if a particular action or bundle of
actions had not been undertaken.

What is a Reduction?

Perhaps the most intuitive definition of a reduction is
one measured against an historical baseline, which rep-
resents the use of a “basic reference case.” In this
approach, the reduction is defined as the difference
between the emissions of an entity or facility in a prior,
baseline year, usually 1990, and in the current year. This
approach is best suited to reporters whose activities
have not appreciably changed since the baseline year. It
presents particular problems for firms that have partici-
pated in mergers, acquisitions, or divestitures, or have
made significant changes in the composition of their
business. Startup companies or new facilities that have

no history cannot use historical baselines. The historical
baseline approach is also not well suited to measuring
the reductions achieved by projects, because projects are
often entirely new activities with no history.

Alternatively, many reporters define their reductions by
comparison with what would have happened in the
absence of a specified set of actions. Thus, corporate
emissions may have risen, but they are less than they
would have been in the absence of corporate action. This
approach is called, in the Voluntary Reporting Program,
a “modified reference case” or a “hypothetical baseline.”
It is important to point out, however, that a hypothetical
baseline is a best guess of what would have happened in
the absence of a project, and there is no way per se to
prove or disprove it. Most of the projects reported to the
Voluntary Reporting Program use a hypothetical base-
line to calculate emission reductions or sequestration.

The “unit of production” approach is a variant of the
fixed historical baseline, where the reporter normalizes
baseline emissions to reflect changes in production. If
emissions per unit of output have declined, by compari-
son either with levels in a prior year or with what they
would have been in the absence of some actions, then the
reporter has a reduction. This approach works reason-
ably well for organizations that have a well-defined
product that is homogeneous across companies and
over time: for example, kilowatthours generated or sold,
tons of steel, or barrels of crude oil. As products increase
in complexity, this approach gradually breaks down.
Tons of semiconductors, for example, is a meaningless
measure of output.

The alternative measures of reductions have their
advantages and disadvantages. Basic reference cases are
objective and relatively easily verifiable. On the other
hand, absolute reductions are often the product of cir-
cumstance rather than action, while modified reference
cases (which are more difficult to verify) explicitly mea-
sure the results of actions. Unit-of-production reference
cases are useful only in a limited number of cases, and
they can combine some of the disadvantages of both
basic and modified reference cases.

Who Owns the Reduction?

Two theories of emissions ownership coexist in the Vol-
untary Reporting Program. The most intuitive, and com-
monplace, is called “direct emissions” and “direct
reductions.” If a reporter owns or uses (e.g., leases) the
emission source, that reporter owns the emission as well
as any reductions from this source. The advantage of
limiting ownership to direct emissions is that it gener-
ally prevents multiple ownership of the same emission
or reduction. However, this approach excludes many
important emission reduction methods, including all
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activities that tend to reduce electricity consumption,
the activities of energy service companies, and the provi-
sion of energy-efficient or emission reducing capital
goods.

The alternative theory of ownership is based on causa-
tion: if an organization causes an emission or reduction,
it is responsible for that emission, even if it does not own
the emission source. Emissions or reductions from
sources not owned by the reporter are referred to as
“indirect.” The most important example of indirect
emissions is those produced through the consumption
of electricity. If entities reduce their consumption of elec-
tricity, they cause their electric utility to reduce its emis-
sions. This approach permits reporting of any action that
has an influence on national emissions. However, the
concept of “causing an emission” is inherently more
ambiguous than “owning the smoke stack,” and in
many cases more than one firm may credibly claim to
have helped cause an emission reduction.

EIA requires that reporters using Form EIA-1605 explic-
itly identify all emissions and reductions as either direct
or indirect so that potentially double-counted reduc-
tions can be identified.

Would the Reduction Have Happened
Anyway?

This issue is often discussed in other contexts under the
term “additionality.” It has been suggested that many
emission reduction projects do not represent “real”
reductions, because they would have been undertaken
“anyway” in the normal course of business; however,
creating an operational definition of additionality is dif-
ficult, because the “normal course of business” is a
hypothetical concept. For the purposes of voluntary
reporting—which include publicizing the types of
actions that limit national greenhouse gas emissions and

providing recognition for the companies that undertake
those actions voluntarily—determining the addition-
ality of projects is unnecessary. For the purposes of a
credit for early reduction program, however, addition-
ality is an issue that needs to be considered.

How Does One Verify Reports?

The Department of Energy decided not to require verifi-
cation by an independent third party after considering
this issue during the development of the guidelines for
the Voluntary Reporting Program. However, reporters
must certify the accuracy of their 1605(b) reports. Also,
filing a false statement on a U.S. Government form is ille-
gal. EIA reviews each report received for comprehen-
siveness, arithmetic accuracy, internal consistency, and
plausibility and makes suggestions for improving the
accuracy and clarity of reports; however, the reporter is
ultimately responsible for the accuracy of any report
submitted to the Voluntary Reporting Program.

In general, reports submitted to EIA are factually accu-
rate. Meaningful verification of the accuracy of 1605(b)
reporting would require putting in place common base-
lines and accounting standards that dictate what infor-
mation should be included in 1605(b) reports and how
estimates of greenhouse gas emissions and reductions
and carbon sequestration should be calculated. For
example, if the accounting treatment for indirect emis-
sions from electricity purchases is undefined, then a par-
ticular set of facts about a reporter could result in two
different estimates of emissions: one including electric-
ity purchases and one excluding electricity purchases. A
third-party verifier can verify the facts about the
reporter but cannot determine whether or not indirect
emissions from electricity purchases ought to be
included and, consequently, cannot determine whether
the total emissions reported are correct or not.
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