NMED EXHIBIT 9

Greenhouse Gas Reporting/Registry Rule Development
Stakeholder Communications

Stakeholder communications during the process of developing these rules were primarily by
these means:

E-mail distribution to a mailing list compiled at the beginning of the process and updated
periodically. Entities represented on the mailing list are provided in Attachment A.

Web page containing notices of upcoming meetings, notes and handouts from previous

meetings, draft rule language for comment, and stakeholder comments on draft rules. A
copy of the current web page (as of September 5, 2007), including previous notices and

other postings, is provided in Attachment B.

Notice of the rule development process was given in stakeholder meetings held for other
purposes. For example:

o0 Notice was given in an NMED presentation to oil and gas industry and power
production stakeholders during a March 20, 2007 meeting regarding carbon
capture and sequestration, held by the Oil Conservation Division of the NM
Energy, Minerals, and Natural Resources Department.

o0 Notice was given in an NMED presentation during an August 14, 2007 meeting
regarding progress on implementing greenhouse gas reduction strategies, held by
the New Mexico Climate Change Advisory Group.

Meetings regarding the development of the greenhouse gas reporting/registry rule,
including general meetings, sector-specific meetings, and meetings in response to
invitations by stakeholders. Details of these meetings (agenda, attendees, handouts, slide
show presentations, etc.) are provided in Attachment C.

General and Sector-Specific Meetings

December 7, 2006: General Stakeholder Meeting

January 11, 2007: Technical Workgroup Meeting/Conference Call
March 27, 2007: Technical Workgroup Meeting/Conference Call
April 12, 2007: Oil and Gas Workgroup Meeting/Conference Call
April 12, 2007: Power Plant Workgroup Meeting/Conference Call
April 24, 2007: General Stakeholder Meeting

May 7, 2007: Oil and Gas Workgroup Meeting/Conference Call
May 8, 2007: Power Plant Workgroup Meeting/Conference Call
May 24, 2007: General Stakeholder Meeting

May 24, 2007: Power Plant Workgroup Meeting

June 18, 2007: General Stakeholder Meeting/Conference Call
July 23, 2007: Webinar demonstration of California Climate Action Registry
Online Reporting Tool (CARRQOT)
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0 August 8, 2007: Webinar demonstration of California Climate Action Registry
Online Reporting Tool (CARRQOT)

Stakeholder Invitation Meetings

March 21, 2007: Dr. Alan Reed, Veregister Corporation
July 3, 2007: New Mexico Oil & Gas Association
August 3, 2007: New Mexico Oil & Gas Association
August 20, 2007: New Mexico Oil & Gas Association
July 3, 2007: New Mexico Oil & Gas Association
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Additionally, Air Quality Bureau staff received and responded to numerous inquiries
from stakeholders throughout the process.

Attachments

A. Stakeholder Notification

B. View of Current Web Site (September 5, 2007)

C. Meeting Materials and Website Postings




ATTACHMENT A

Greenhouse Gas Reporting/Registry Rule Development
Stakeholder E-mail Notification List

This list was used to provide announcements of upcoming meetings, to announce posting of new

documents on the web page, and to announce other news related to this rule development, such
as the establishment of the The Climate Registry. Attached is the email invitation to the first
stakeholder meeting (December 7, 2006), which will serve as an example of the email notices
sent to the mailing list throughout the process.

The mailing list was initially compiled from responses to a mailout sent prior to the first
stakeholder meeting on December 7, 2006. The initial invitation was sent to several hundred
email addresses, drawn from multiple NMED Air Quality Bureau contact lists, including Climate
Change Advisory Group (CCAG) members, CCAG Technical Workgroup members, CCAG
interested parties, Air Quality Bureau permit holders, members of the Four Corners Air Quality
Task Force, and Regional Haze rule development stakeholders. The list has been continually

updated in response to stakeholder requests.

As of August 29, 2007, the list contained names of 179 persons. Entities and organizations

represented include:

Potentially Requlated Entities, Non-Governmental Organizations, Consultants, and Other

Abengoa Bioenergy Corp.

Kirtland AFB

Agave Energy Company

Kleinfelder

American Lung Association

Koch Exploration

Amigos Bravos

Liaise Environmental, Inc.

Anadarko Petroleum Corporation

Los Alamos National Laboratory

Aztec Well Service Mack Energy
Baker Environmental Consulting Marathon Qil Company
British Petroleum Montgomery & Andrews

California Climate Action Registry

Natural Resources Defense Council

CCTIS

Navajo Refining Company, L.P.

Center for Climate Strategies

New Mexico Oil and Gas Association

CH2M Hill

New Mexico State University

Chesapeake Energy Corporation

New Mexico Tree Farm Committee

Chevron Corporation

New Mexico Wool Growers, Inc.

Chevron North American Exploration and
Production Company

NM Conference of Churches

Climate Change News Service

NMSU Dairy Extension

Compliance Partners Inc.

Occidental Permian

ConocoPhillips

Oil & Gas Accountability Project

Dairy Producers of New Mexico

Phelps Dodge

DCP Midstream PNM
Devon Energy Corporation PNM Resources
Duke Energy Field Services Rails Inc.






Econergy International Corporation

Ruby Canyon Engineering, Inc.

El Paso Electric Co.

Ryerson, Master and Associates, Inc.

El Paso Natural Gas

Salopek Farms

El Paso Production

Science Applications International Corporation

El Paso Western Pipelines

Serafina Technical Consulting

Energy and Environmental Economics

Southern Union Gas Services

ENSR

TEPPCO

Enterprise Products

Tetra Tech EM, Inc.

Environmental Defense

The Williams Companies, Inc.

Environmental Services Inc.

Transwestern Pipeline Co.

EPCO, Inc.

TRC

Freeport-McMoRan Copper & Gold

Tri-State Generation and Transmission

Giant Industries, Inc.

UNM Community Environmental Health Program

Giant Refining

UNM School of Law

Gordon Environmental, Inc

US Army Central Regional Environmental Office

Hanover Compressor Co.

Vinson & Elkins

Holloman Air Force Base

Waste Management of New Mexico, Inc.

Holly Refining & Marketing, Navajo Refinery

Waste Management, Inc.

ICF International

Waste-Management Education and Research Consortium

Independent Petroleum Association of New
Mexico

Western Environmental Law Center

Intel Corporation

Weyerhaeuser Company

JGB Consulting

Williams Exploration & Production

JK Cliburn & Assoc.

Williams Midstream

Kinder Morgan CO2 Company

Xcel Energy

Kinder-Morgan, Inc.

XTO Energy

The mailing list also includes non-regulated government agencies, from New Mexico and

elsewhere, including:

New Mexico State Government
NM Department of Agriculture

Agricultural Programs and Resources Division
NM Energy, Minerals and Natural Resources Dept.

Oil Conservation Division
Mine Reclamation Bureau

NM Office of the Governor

NM Public Regulation Commission

New Mexico Municipal and County Government

City of Albuquerque Environmental Health Dept.

New Mexico Association of Counties

Federal Government, Other States, and Canadian Provinces

Arizona Department of Environmental Quality
Britsh Columbia Office of the Premier

California Air Resources Board






US Forest Service
Washington State Department of Ecology, Air Quality Program
Western Governors Association





Following is the email invitation to the first stakeholder meeting (December 7, 2006), which
will serve as an example of the email notices sent to the mailing list throughout the process.

From: Musick, Brad, NMENV

To: Musick, Brad, NMENV;

CC: Weaver, Lany, NMENV;

Subject: RESCHEDULED Greenhouse Gas Reporting Regulation Meeting
Date: Wednesday, November 08, 2006 1:30:37 PM

As part of the State of New Mexico's initiative to address climate
change, the Environment Department Air Quality Bureau is
considering the development of greenhouse gas (GHG) reporting
and registry programs. This email is to announce that the first
meeting for the GHG reporting and registry program stakeholder
process has been rescheduled. It will now be held in Santa Fe on
December 7, 2006 from 2:00 to 4:00 p.m. at the State Personnel
Office auditorium (2600 Cerrillos Road). If you know of anyone
who might be interested in participating in this process, please
forward this email to them.

If you would like to receive future announcements regarding this
initiative, please let us know by replying to this email.

The goals of these programs will be to allow the Department to:
better track GHG emissions in New Mexico, allowing a more
accurate state-wide emissions inventory; identify GHG reduction
opportunities and record GHG reductions; support ‘baseline
protection’ for companies that wish to participate in any future
GHG emissions trading programs; establish a central,
independent repository for credible information about GHG
emissions activities; provide recognition for good corporate
citizenship; and, provide an incentive for companies and other
organizations to track and manage GHG emissions, seek
productivity and energy efficiency gains, and accelerate the
learning curve regarding competitiveness in potential carbon
markets.

You may find the following related documents at http://www.
nmenv.state.nm.us/aqgb/prop_regs.htmi:

- Invitation letter for this meeting from Jim Norton,
Environmental Protection Division Director

- Agenda for the meeting

- NM GHG Emissions Inventory and Forecast

Directions to the meeting location may be found at: http://www.
state.nm.us/spo/NMState Shared/NMDirections.htm

If you have any additional questions, please contact Lany Weaver
at 505-955-8090 (lany.weaver@state.nm.us) or Brad Musick at
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Text Box

Following is the email invitation to the first stakeholder meeting (December 7, 2006), which will serve as an example of the email notices sent to the mailing list throughout the process.





505-955-8019 (brad.musick@state.nm.us).

We look forward to seeing you in December.
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Attachment B
View of Current Web Site (September 5, 2007)





New Mexico Environment Department - Air Quality Bureau - Greenhouse Gas Reporting Project

Home § Site Map » Contact Us

Air Quality Bureau

Air Quality Bureau .
Q Y Greenhouse Gases Reporting

Search Air Website

— co

Air Quality Home

Link to Protocols Page

Application Forms

Asbestos

Compliance MEW ) ) ) ) )

Contact AQB The New Mexico Environmental Improvement Board will hold a public hearing on October 2, 2007 at
9:00 a.m. at the New Mexico State Capitol Building, Room 317, 490 Old Santa Fe Trail, Santa Fe, NM 87501,

lelEa Pa}ges for the purpose of hearing the matter in EIB No. 07-06(R), the New Mexico Environment Department's

Indoor Air (NMED) proposal to adopt a new regulation, 20.2.87 NMAC (Greenhouse Gas Emissions Reporting), and

Kid's Page make related revisions to 20.2.2 NMAC (Definitions) and 20.2.73 NMAC (Notice of Intent and Emission

Modeling Inventory Requirements). These regulations are part of a broader state effort to address emissions of

Monitoring greenhouse gases. The proposed revisions to 20.2.73 NMAC authorize NMED to expand the existing criteria

Monitoring Data air pollutant reporting requirement to include greenhouse gases. The proposed regulation, 20.2.87 NMAC,

requires specific greenhouse gas reporting for three industrial sectors - power plants, refineries and cement
manufacturing plants. The proposed revisions to 20.2.2 NMAC add definitions applicable to both 20.2.73 and
20.2.87 NMAC.

Open Burning
Permitting
Planning
Proposed Regs.
Public Notices
Regional Haze
Regulations
Relocations
Small Business
Smoke Mgmt.
Special Projects
Substitutions

. Hearing Notice

. Proposed revisions to 20.2.2 NMAC - Definitions

. Proposed revisions to 20.2.73 NMAC - Notice of Intent and Emissions Inventory Requirements
. Proposed new regulation 20.2.87 NMAC - Greenhouse Gas Emissions Reporting

. Draft Plan for Implementation of Proposed Part 73 Greenhouse Gas Provisions

Contacts for information on this rulemaking process-

Brad Musick - 505-955-8019 or Lany Weaver - 505-955-8090.

NMED Home
*ree
New Mexico . . . . -
Environment Dept. NOTICE: May 8, 2007 - The Climate Registry (formerly the Multi-State Registry) issued a press release
Air Quality Bureau (download) announcing launch of this effort. Founding members include thirty-one states (including New

Mexico), two Canadian provinces, and one tribe.

2048 Galisteo
Santa Fe, NM 87505

(505) 827-1494 Past Meetings and Conference Calls

rae May 30, 2007 Update:

. Revised Part 2.87
. Draft revisions to Part 2.73
. Regulatory Timeline
Summary of NMED plans to implement draft revisions to Part 2.73

Comments on May 30, 2007 Updates:
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http://www.nmenv.state.nm.us/aqb/index.html

http://www.nmenv.state.nm.us/aqb/permit/app_form.html

http://www.nmenv.state.nm.us/aqb/asbestos/index.html

http://www.nmenv.state.nm.us/aqb/enforce_compliance/compliance.html

http://www.nmenv.state.nm.us/aqb/contact.html

http://eidea.state.nm.us/

http://www.nmenv.state.nm.us/aqb/IAQ/index.htm

http://www.nmenv.state.nm.us/aqb/kids/index.html

http://www.nmenv.state.nm.us/aqb/modeling/index.html

http://www.nmenv.state.nm.us/aqb/monitor/index.html

http://air.state.nm.us/

http://www.nmenv.state.nm.us/aqb/projects/openburn/openburning_index.html

http://www.nmenv.state.nm.us/aqb/permit/index.html

http://www.nmenv.state.nm.us/aqb/planning_index.htm

http://www.nmenv.state.nm.us/aqb/prop_regs.html

http://www.nmenv.state.nm.us/aqb/permit/AQB-Public-Notice.html

http://www.nmenv.state.nm.us/aqb/reghaz/Regional-Haze_index.html

http://www.nmcpr.state.nm.us/nmac/_title20/T20C002.htm

http://www.nmenv.state.nm.us/aqb/permit/app_form.html#relocation

http://www.nmenv.state.nm.us/aqb/sbap/index.html

http://www.nmenv.state.nm.us/aqb/SMP/smp_index.html

http://www.nmenv.state.nm.us/aqb/projects.html

http://www.nmenv.state.nm.us/aqb/permit/app_form.html#sub

http://www.nmenv.state.nm.us/

http://www.nmenv.state.nm.us/aqb/ghg/ghgrr_protocols.html

http://www.nmenv.state.nm.us/aqb/ghg/Docs/HearingNotice20_2_2_NMAC20_2_73_NMAC20_2_87.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/20_2_2NMAC_Proposed.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/20_2_73NMAC_proposed.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/20_2_87NMAC_proposed.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/ImplementationTimeline_Part73.pdf
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http://www.nmenv.state.nm.us/aqb/ghg/Docs/20_2_73NMAC_DRAFT_May30_07.doc

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Regulatory_Timeline_GHG%20Reporting.doc

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Plan_to_Implement_ghg_in_pt73.doc

http://www.nmenv.state.nm.us/

http://www.nmenv.state.nm.us/sitemap.htm
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New Mexico Environment Department - Air Quality Bureau - Greenhouse Gas Reporting Project

. Agave Energy

. BP

o Cover Letter

Comments on Part 2.73

Comments on Part 2.87
. Freeport McMoRan

. Andrew Frye

. Navajo Refining

E-mail from Navajo Refining

o Comments on Part 2.87
. NMOGA

o NMOGA Response Letter

o Comments on Part 2.73

o Comments on Part 2.87
. PNM

. Transwestern

. Tri-State Generation and Transmission

. Waste Management

. Western Environmental Law Center

May 24, 2007 Meeting Materials

. Outline of Proposal

. CARB (Robyn Camp) presentation on Protocol Development

. Attendee List of Morning Meeting at Roundhouse

. Morning Meeting Minutes

. Power Plant Breakout Meeting Notes and Attendee List

May 8, 2007 - 10-11:30 am MDT -- Power Plant group conference call.

. Meeting Notes

May 7, 2007 - 3-4:30 pm MDT -- Oil & Gas group meeting/conference call.

. Meeting Notes
. Attendees

April 24, 2007 - 2:30 -4:30 pm MDT - Full mandatory greenhouse gas reporting workgroup meeting.
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http://www.nmenv.state.nm.us/aqb/ghg/Docs/AgaveEnergy061207.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/BP_CommentsNMDraftRules.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/BP_5-30-2K7_20_2_73NMAC_DRAFT_FinalComments.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/BP_5-30-2K7_20_2_87_DRAFT_FinalComments.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/FreeportMcMoRan_email.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/AndrewFrye_email.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NavajoRefining_email.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NajajoRefining_2007-06-07_20_2_87_DRAFT.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NMOGA_6-13_ResponseLtr.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NMOGA_6-13_20_2_73NMAC_DRAFT.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NMOGA_6-13_20_2_87_DRAFT.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/PNM4June07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Transwestern8June07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/TriStateG&T_13June2007%20.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/WasteMgmt_11June07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/WELC_6-13-2007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/May24Proposal_GHG_Reporting.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Protocol_Development_Robyn_Camp_NM_Workshop_05242007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Attendees_05-24-07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Meeting_notes_05-24-07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Powerplant_breakout_05-24-07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Meeting%20Notes_%20PP_%2005_08_07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Meeting_Notes_O&GMay7.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Attendees_05-07-07_%20O&G.pdf



New Mexico Environment Department - Air Quality Bureau - Greenhouse Gas Reporting Project

. Strawman Proposal Narrative

. Very Draft Regulatory Language (comments requested by May 11, deadline May 17)
. Meeting Notes

. Attendees (please notify us of any corrections needed)

. Comments on 04-24-07 strawman proposal and draft rule
o El Paso Pipeline Group

o New Mexico Oil & Gas Association

o Western Environmental Law Center/Natural Resources Defense Council
o Tri-State Generation and Transmission

o Independent Petroleum Association of New Mexico

o BP America Production Company

April 12, 2007 - 9:00-10:30 am MDT - Power Plant workgroup conference call.

Notes from April 12 Power Plant Workgroup Meeting / Call

. Title V Electrical Generating Units List

April 12, 2007 - 1:30-3:30 pm MDT - Oil and Gas workgroup conference call

Notes from April 12 O&G Workgroup Meeting / Call

. Meeting room: Health Policy Commission Conference Room (Suite 200), 2055 S. Pacheco Street,
Santa Fe
o Click here for a map to the meeting room

. Download Excel file on New Mexico 2005 Gas and Oil Production by Company
. Notes on Analysis of Oil and Gas Company Production Data
. Title V Oil and Gas List

Technical Work Group Meeting - March 27, 2007 - The second technical workgroup meeting was held on
March 27, 2007 in Santa Fe. Please use the links below for additional information on this meeting.

Meeting Handouts:

. Final Agenda

. NMED Presentation

. Governor'’s Executive Order 2006-069

. Summary of Mandatory GHG Reporting in Other States

. Western Regional Climate Action Initiative

. NMED Fact Sheet Regarding Authority to Establish GHG Reporting & Registry Programs

Attendee List

Breakout Session Notes:

. Oil and Gas
. Power Plants

Technical Work Group Meeting - January 11, 2007 - The first technical workgroup meeting was held on
January 11, 2007. Please use the links below for additional information on this meeting.

. Agenda
. Robyn Camp, California Climate Action Registry - Introduction to Voluntary GHG Reporting
. Brad Musick, NMED Air Quality Bureau - State Mandatory GHG Emissions Reporting: Goals and Design
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http://www.nmenv.state.nm.us/aqb/ghg/Docs/strawman_summaryApril24.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/20_2_87_DRAFT_24April07.doc

http://www.nmenv.state.nm.us/aqb/ghg/DOCS/meeting_notes_04-24-07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/DOCS/attendees_04-24-07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/ElPaso_Comments_050207.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NMOGA_Comments_05162007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/WELC-NRDC_Comments_05162007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/TriState_Comments_05172007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/IPANM_Commends_05172007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/BP_Comments_05112007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/GHG_%20PP_workgroup_%204_12_07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NMED%20Title%20V%20Electrical%20Generating%20Units.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/GHG_oil_gas_workgroup_4_12_07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/HPCmap.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/RANK_OIL&GAS_2005.xls

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Notes%20on%20analysis%20of%20Oil%20and%20Gas%20company%20production%20data.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/NMED%20Title%20V%20Oil%20&%20Gas.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/MtgAgenda03272007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/GHG%20StakeholderMtngNMEDslides_03272007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/EO_2006_069.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/MandatoryGHGReporting_OtherStates.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Western_Regional_Climate_Action_Initiative.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/GHG_RR_Authority.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Attendees_03272007.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Notes_O&Gbreakout_03-27-07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Notes_EGUbreakout_03-27-07.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/Agenda_Jan11_draft.pdf

http://www.nmenv.state.nm.us/aqb/ghg/Docs/RobynCampPPT_NMPublicWorkshop_Jan2007.htm

http://www.nmenv.state.nm.us/aqb/ghg/Docs/BradMusickPPT_Mandatory_GHG_Reporting.htm



New Mexico Environment Department - Air Quality Bureau - Greenhouse Gas Reporting Project

Greenhouse Gases Reporting/Registry. The first meeting for the GHG reporting and registry
program stakeholder process was held on Thursday, December 7, 2006. As part of the State of New
Mexico's initiative to address climate change, the Environment Department is considering the development
of greenhouse gas (GHG) reporting and registry programs.

The goals of these programs will be to allow the Department to: better track GHG emissions in New Mexico,
allowing a more accurate state-wide emissions inventory; identify GHG reduction opportunities and record
GHG reductions; support ‘baseline protection’ for companies that wish to participate in any future GHG
emissions trading programs; establish a central, independent repository for credible information about GHG
emissions activities; provide recognition for good corporate citizenship; and, provide an incentive for
companies and other organizations to track and manage GHG emissions, seek productivity and energy
efficiency gains, and accelerate the learning curve regarding competitiveness in potential carbon markets.

. Invitation Letter
. Revised Agenda
. Draft Greenhouse Gas Emission Inventory
. Directions to meeting location
. Multi-State Climate Registry Stakeholder Briefing Packet #1
. Notes from December 7, 2006 Meeting (revised 12/13/06)
. Draft Timeline
. New Mexico Climate Change Advisory Group - Recommendations CC-1 and CC-2
. Presentations from December 7, 2006 Meeting

o NMED Presentation by Sandra Ely

o BP Presentation by Reid Smith

o Waste Management Presentation by Chuck White

o PNM Presentation by Jeff Burks

If you would like additional information on how New Mexico's air quality regulations are
promulgated, or would like to be involved in the process, please click here for additional
information.
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Attachment C
Meeting Materials and Website Postings

December 7, 2006, General Stakeholder Meeting
January 11, 2007, Technical Workgroup Meeting/Conference Call

March 27, 2007, Technical Workgroup Meeting/Conference Call and Breakout
Sessions for Oil & Gas and Electrical Generating Units

April 12, 2007, Oil and Gas Workgroup Meeting/Conference Call
April 12, 2007, Power Plant Workgroup Meeting/Conference Call

April 24, 2007, General Stakeholder Meeting

: May 7, 2007, Oil and Gas Workgroup Meeting/Conference Call

May 8, 2007, Power Plant Workgroup Meeting/Conference Call
May 24, 2007, General Stakeholder Meeting
May 24, 2007, Power Plant Workgroup Meeting

May 30, 2007, Web Posting of Draft Rule Revisions and Related Material, and
Comments Received

June 18, 2007, General Stakeholder Meeting/Conference Call

July 23, 2007 and August 3, 2007, Online Demonstrations of California Climate
Action Registry Online Reporting Tool (CARROT)






Attachment C-1

December 7, 2006
General Stakeholder Meeting

1) Invitation Letter

2) Agenda

3) Stakeholder Attendees (44)
4) Meeting Notes

5) Handouts

a) Draft New Mexico Greenhouse Gas Emissions Inventory (later was App. D of New
Mexico Climate Change Advisory Group Final Report)

b) Recommendations CC-1 (State Greenhouse Gas Reporting) and CC-2 (State
Greenhouse Gas Registry), pp. F-2 to F-17 from New Mexico Climate Change Advisory
Group Final Report

c) Multi-State Climate Registry Stakeholder Briefing Packet
d) Draft Timeline for Rule Development Process
6) Presentations
a) NMED Presentation by Sandra Ely
b) BP Presentation by Reid Smith
c) Waste Management Presentation by Chuck White

d) PNM Presentation by Jeff Burks





State of New Mexico
ENVIRONMENT DEPARTMENT

Environmental Protection Division A
Harold Runnels Building W
1190 St. Francis Drive, P.O. Box 26110 ’
Santa Fe, New Mexico 87502-6110 (J
Telephone (505) 827-2932 RON CURRY
Rt Fax (505) 827-0310 SECRETARY
www.nmenv.state.nm.us JIM NORTON
DIRECTOR

November 7, 2006
Dear Interested Party:

As part of the State of New Mexico's initiative to address climate change, the Environment
Department is considering the development of greenhouse gas (GHG) reporting and registry
programs. The goals of these programs will be to allow the Department to: better track GHG
emissions in New Mexico, allowing a more accurate state-wide emissions inventory; identify
GHG reduction opportunities and record GHG reductions; support ‘baseline protection’ for
companies that wish to participate in any future GHG emissions trading programs; establish a
central, independent repository for credible information about GHG emissions activities;
provide recognition for good corporate citizenship; and, provide an incentive for companies and
other organizations to track and manage GHG emissions, seek productivity and energy
efficiency gains, and accelerate the learning curve regarding competitiveness in potential
carbon markets.

The first meeting for the GHG reporting and registry program stakeholder process has been
rescheduled for December 7, 2006 from 2:00 to 4:00 p.m. The meeting will be held in the State
Personnel Office auditorium at 2600 Cerrillos Road in Santa Fe. An agenda and the NM GHG
Emissions Inventory may be found at http://www.nmenv.state.nm.us/agb/prop_regs.html.
Directions may be found at http://www.state.nm.us/spo/NMState_Shared/NMDirections.htm.

If you know of anyone who might be interested in participating in this process, please forward
this letter to them. If you have any additional questions, please contact Lany Weaver at 955-
8090 (lany.weaver@state.nm.us) or Brad Musick at 955-8019 (brad.musick@state.nm.us). I
look forward to seeing you in December.

Sincerely,

/original signed by/

Jim Norton





State of New Mexico
ENVIRONMENT DEPARTMENT XN
Air Quality Bureau \

A
2048 Galisteo St. )
Santa Fe, NM 87505 S

Phone (505) 827-1494

RON CURRY
BILL RICHARDSON Fax (505) 827-1543 Secretary
Governor www.nmenyv.state.nm.us DERRITH WATCHMAN-VIOORE
Deputy Secretary
Agenda
Greenhouse Gases Reporting/Registry Public Meeting
State Personnel Office Auditorium
2600 Cerrillos Road
Santa Fe, New Mexico
December 7, 2006
2:00 pm - 4:00 pm
2:00 - 2:10 Welcome and Introductions Jim Norton, Director, Environmental Protection Division
New Mexico Environment Department
2:10 - 2:30 Background for this Initiative Sandra Ely, Environment and Energy Policy Coordinator
New Mexico Environment Department
e The need to address emissions of Greenhouse Gases (GHG)
e The need to provide a mechanism for ‘baseline protection’ to organizations
e The need to participate in the national dialog through state initiatives
e Recommendations on reporting and registry from the New Mexico Climate Change Advisory Group

2:30 - 3:30 Business Perspectives
e Reid Smith, British Petroleum
o Chuck White, Waste Management
e Jeff Burks, PNM

3:30 - 3:50 Overview of Stakeholder Process Rita Trujillo, Planning & Policy Section Manager
Air Quality Bureau, New Mexico Environment Department

Julia Hosford Barnes, Facilitator
New Mexico Environment Department
e Charge to stakeholders - Help to develop mandatory reporting and voluntary registry programs
e Questions/Concerns/Issues

3:50 - 4:00 Next steps Rita Trujillo, Planning & Policy Section Manager
Air Quality Bureau, New Mexico Environment Department
e Timeline and opportunities for input
e Next meeting date: January 11, 1 pm — 5 pm, PERA building, Room 227
e Any assignments

4:00 Closing Remarks Jim Norton, Director, Environmental Protection Division
New Mexico Environment Department

All documents for this initiative are posted at http://www.nmenv.state.nm.us/aqb/prop_regs.html.
Information on the New Mexico Climate Change Advisory Group is available at http://www.nmclimatechange.us/.






December 7, 2006

General Stakeholder Meeting
Greenhouse Gas Reporting/Registry Rule Development

Stakeholder Attendees (signing in)

NAME

REPRESENTING

Kevin Anderson
Blair Armstrong
David Bays

Jim Behnken
Jeff Burks

Troy Chamberlain
Naomi Cortez
Sam Cudney
Tim Darden
Ron Dutton

Don Fernald
Marlene Feuer
Ervin Fisher
Karin Foster
Andrew Frye
Maureen Gannon
Lucio M. Garcia
Lorna Greening
Robert Hagevoort
Jill Henderson
Jackie Hurtle
Myke Lane
Wayne Leipold
Rick Lobato
Kurt Maurer
Gary McFaddin
Andrew Moen
Nancy Norem
Louise Pape
Blake Rhoden
Vanessa Samora
Vicky Sanchez
Martin Schluep
Tom Singer
Reid Smith
Wayland Steele
Faye Steele
Margie Stockton
Israel Tavarez
Todd Thompson
Donald Whaley
Walt Whetham
Chuck White

Los Alamos National Laboratory
TEPPCO (Val Verde Natural Gas Services)
Williams Midstream

JGB Consulting

PNM Resources

Enterprise

El Paso Western Pipelines
Environmental Services Inc.

NM Dept. Agriculture

Xcel Energy

Enterprise Products

Waste Management of NM, Inc.

El Paso Electric

Independent Petroleum Association of New Mexico
Zia Engineering

PNM Resources

New Mexico State Univeristy

self (economic consultant)

NMSU Dairy Extension

Anadarko Petroleum

Los Alamos National Laboratory
Williams Production

Phelps Dodge

NMSU Office of Facilities & Services
Arizona Dept. of Environmental Quality
Compliance Partners, Inc.

Intel

PNM

Climate News NM
ChevronTexaco-North America Upstream
Occidental Permian

Devon Energy

Kleinfelder

Natural Resources Defense Council
BP

Kinder Morgan CO2 Company

self

Los Alamos National Laboratory
City of Albuquerque

Williams Exploration & Production
Navajo Refining

Los Alamos National Laboratory
Waste Management, Inc.





New Mexico Greenhouse Gas Reporting/Registry
Stakeholder Meeting
Santa Fe
December 7, 2006

Introductions: Jim Norton (Director, Environmental Protection Division, New Mexico
Environment Department [NMED]) made introductions. This process will take about one year;
NMED hopes to have regulations in place next year at this time. Two of the recommendations of
the NM Climate Change Advisory Group were to develop 1) a mandatory greenhouse gas
reporting system and 2) a voluntary greenhouse gas registry system. These recommendations
were unanimously approved by the group. Why is NMED moving in this direction?

1. It is important for industry to be able to register their emissions as soon as possible.
The registry will allow credits for reductions that occur now, too.

2. NMED has an inventory that was developed in 2005. The registry will allow us to
create a bottom-up system for reporting. The registry will let us know how accurate
our inventory is.

3. NMED has statutory authority to move forward with greenhouse gas reporting and a
registry. NMED needs statutory authority to charge any fees, though.

4. The reporting and registry systems will not involve caps, but should a cap and trade
system be established nationally, credits from this registry could possibly be used.

5. New Mexico is working within the national multi-state registry group to establish a
format that is consistent across the country. This registry is likely to be a framework
for a national or regional program. Through the multi-state group, New Mexico can
have input into how registries are developed nationwide.

Sandra Ely (NMED Environment and Energy Coordinator, 827-0351) presented an overview of
greenhouse gas reporting and registry (see presentation).

e A registry can also enable public recognition for greenhouse gas emissions reductions.

e There are already many existing registry programs: DOE’s 1605b, California’s registry,
state of Wisconsin, eastern states, European Union registry.

e The multi-state registry group (see handout) involves 30 states and tribes working to
standardize best practices in data reporting and management by summer of 2007 with
final product by the end of 2007.

e Jim Norton is New Mexico’s representative to the multi-state program; Lany Weaver and
Brad Musick of NMED’s Air Quality Bureau work on the technical workgroup.

e The NM Climate Change Advisory Group recommended the state develop a reporting
system as soon as possible, preferably by 2008. Mandatory reporting was proposed to be
phased in by sectors as quantification tools become available. (see NMCCAG report,
appendix F).

e The NMCCAG also recommended a registry be implemented as soon as possible with
rigorous verification of reductions. The cost of the registry would be borne by the
participants in the registry.

Reid Smith, BP, made a presentation on Greenhouse Gas Commitment (see presentation). The
presentation went over BP’s reporting experience.
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e BP started greenhouse gas reporting worldwide in 1998. BP focuses on methane and
CO,, since they don’t have business emissions of other greenhouse gases. BP has
instituted a “baseline cap” type program with annual targets for emissions cap and
reductions for global operations.

e BP’s steps in the reporting process are:

Establish boundaries for the business

Define the protocols (calculations, etc.)

Identify the sources (usually more than you think)

Quantify emissions

Verify and audit by third party (goal is to audit 50% annually)

Establish Measures and Tracking mechanisms

S S

Reid presented the reporting structure for BP’s onshore US business interests. The reporting
system is an excel spreadsheet that is sent to BP headquarters in London. The system allows BP
to determine creditable emissions reductions vs. non-creditable reductions. Sales of interests that
continue to emit greenhouse gases are not creditable. The reporting system must be flexible to
correct mistakes and omissions.

Challenges include who owns what portion, defining global rules (BP supports a federal
program, not individual state programs so that reporting is consistent for all their business
interests nationwide), individually small sources that cumulatively are large, complete coverage
is difficult and resource intensive, obtaining hard data on emissions.

Key points:
1. Takes a lot of time and resources

2. Need to set very clear rules and explanations

3. Need flexibility in reporting

4. Must understand why emission quantities change

5. Choose small enough organizational units to keep track of acquisitions and
divestitures

6. The more detail, the better

7. Maintain consistent staff working on the program

8. Make the reporting transparent for stakeholders

BP embarked on their reporting program due to growing consensus that global warming is
occurring and effects are vast. BP believes they have a responsibility and ability to report
greenhouse gas emissions. The reporting system has saved BP approximately $600 million to $1
billion world wide (net present value) through energy efficiency measures and reducing lost
product. It took BP about one year to set up their reporting system.

BP is part of California’s registry and the DOE 1605b program.

Chuck White from Waste Management presented Waste Management’s Greenhouse Gas
Reduction program (see presentation).
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WM is a $12.5 billion company operating in 48 states. They have 289 active landfills
(470 MW generated), most with landfill gas collection systems. They have 138 recycling
plants in the US (920 MW saved). They own 17 waste to energy operations.

It is likely the US will follow the global trend to constrain carbon emissions, there are
investment opportunities, increasing legislative activities, increasing media coverage,
more and more companies are interested, there is opportunity to sell credits.

Solid waste management sources include trucks used for waste collection and transport,
landfills, waste-to-energy facilities’ emissions.

Solid waste management sinks include landfills (can collect gas, store carbonaceous
materials), waste-to-energy facilities using biogenic materials, recycling and compost.
Waste-related greenhouse gas emissions are a small percentage of state greenhouse gas
emissions and reductions to date have been significant (50-80% over the last decade).
Waste Management participates in DOE’s 1605b program. They have reduced 197
MMtCO2e from more than 200 landfill gas projects. WM is also a member of CCX.
WM has made carbon neutrality donations. WM also joined the California Climate
Action Registry and hopes to report 2006 emissions by August of 2007. WM is working
with California CAR to develop waste emissions quantification methods and protocols.

Jeff Burks of PNM presented PNM’s perspective on Greenhouse Gas Reporting and Registry
Meeting (see presentation).

PNM has an environmental sustainability policy that commits the company to balance
decisions with the environment and community interests. PNM seeks to be a leader in
providing renewable energy. PNM’s board is convinced this is also good for business.
Why take an interest in the reduction of greenhouse gas emissions? PNM believes the
problem of global warning is one of the biggest we face, and there is a strong likelihood
that there will be national legislation very soon. States are moving much more quickly
than the federal government is.

NM’s exposure to greenhouse gas regulations is primarily through coal-fired energy
generation (almost 95% of PNM’s greenhouse gas emissions). Minimizing risk and costs
of compliance means PNM must focus on its coal-fired energy generation.

PNM’s actions so far have included creation of a baseline inventory, joining EPA’s Gas
Star program, establishing reduction goals, and making process improvements to meet
these goals.

PNM supports greenhouse gas emissions reporting, starting as a voluntary program,
evolving into a mandatory program, due to the complexity of reporting. The state and
those reporting need to iron out the bugs in a voluntary program. PNM supports a
national program with consistent reporting requirements. The focus should be on direct
emissions from operations that can be measured to avoid double-counting. Coverage
should be for the largest stationary sources in the state, but must account for
transportation sources, too. Registries should take advantage of existing protocols to
enable reciprocity between states.

PNM’s emission reduction goals are intensity-based. Goals for SOx, NOx and PM are
15% reduction between 2003 and 2009. Greenhouse gas intensity goal reduction is 7%
between 2003 and 2009.
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Rita Trujillo and Brad Musick (NMED Air Quality Bureau) presented an overview of the
stakeholder process and a working group to develop regulations and provide input into the multi-
state registry process. NMED wants to develop a mandatory reporting requirement and
participate in a regional registry.

The first meeting of this group will be on January 11, 2007 at the Public Employees Retirement
Association building, 1120 Paseo de Peralta, Santa Fe, NM 87501, with continuing meetings
through the summer of 2007. The January 11 meeting will go over the basics of reporting and
registries.

Sources on tribal lands would not be included in the New Mexico reporting regulation. The
multi-state registry may include sources on tribal lands. Bernalillo County/Albuquerque is also
interested in adopting a similar reporting requirement and participating in a registry.
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Acronyms and Key Terms

AEO2005 — US DOE Energy Information Administration’s Annual Energy Outlook 2005
BCF - Billion cubic feet

BLM - Bureau of Land Management

CBM - Coal-bed Methane

CH4 — Methane*

CO2 — Carbon Dioxide*

CO2e — Carbon Dioxide equivalent™

EIA — US DOE Energy Information Administration
EMNRD - Energy, Minerals and Natural Resources Department
FIA — Forest Inventory Analysis (US Forest Service)
FHWA — Federal Highway Administration

GHG - Greenhouse Gases*

GNP — Gross National Product

GSP — Gross State Product

GWP - Global Warming Potential*

GWh - Gigawatt-hours (1 million kilowatt-hours)

HFCs — Hydrofluorocarbons*

IPCC — Intergovernmental Panel on Climate Change*

KWh — Kilowatt-hour

Mt - Metric ton (equivalent to 1.102 short tons)

MMt — Million Metric tons

MTBE - Methyl Tertiary Butyl Ether

MWh — Megawatt-hours (1 thousand kilowatt-hours)
NMED — New Mexico Environment Department

NMDOT - New Mexico Department of Transportation
NMOGA - New Mexico Oil and Gas Association

N20 — Nitrous Oxide*

ODS - Ozone-Depleting Substances

PFCs — Perfluorocarbons*

PNM - Public Service of New Mexico

RCI — Residential, Commercial, and Industrial

RPS — Renewable Portfolio Standard

SEDS — US DOE Energy Information Administration’s State Energy Data System
SGIT — US EPA State Greenhouse gas Inventory Tool

SF6 — Sulfur Hexafluoride*

Sinks — Removals of carbon from the atmosphere, with the carbon stored in forests, soils,
landfills, wood structures, or other biomass-related products.
US EPA - US Environmental Protection Agency

US DOE - US Department of Energy

TWh — Terawatt-hours (1 billion kilowatt-hours)

VMT — Vehicle-miles Traveled

WRAP — Western Regional Air Partnership
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* - See Appendix I for more information.
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1. Summary of Preliminary Findings

Introduction

This report presents initial estimates of historical and projected New Mexico anthropogenic
greenhouse gas (GHG) emissions and sinks for the period from 1990 to 2020. These estimates
are intended to assist the State, stakeholders and technical work groups with an initial
comprehensive understanding of current and possible future New Mexico greenhouse gas (GHG)
emissions, and thereby inform the upcoming analysis and design of GHG mitigation strategies.

Historical GHG emissions estimates (1990 through 2003)" were developed using a set of
generally-accepted principles and guidelines for State greenhouse gas emissions, as described in
Section 2, relying to the extent possible on New Mexico-specific data and inputs.2 The initial
reference case projections out to 2020 are based on a compilation of various existing New
Mexico and regional projections of electricity generation, fuel use, and other GHG emitting
activities, along with a set of simple, transparent assumptions described later in this report. These
estimates should be viewed as a preliminary input to the New Mexico Climate Change Advisory
Group (NMCCAQG) process; many data sources and experts have not yet been tapped and some
sectors are still undergoing further assessment. Input and suggestions are welcomed.

This report covers the six types of gases included in the US Greenhouse Gas Inventory: carbon
dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons (HFCs),
perfluorocarbons (PFCs), and sulfur hexafluoride (SF6). Emissions of these greenhouse gases are
presented using a common metric, CO2 equivalence (CO2e), which indicates the relative
contribution of each gas to global average radiative forcing on a Global Warming Potential
(GWP) weighted basis. The final appendix to this report provides a fuller discussion of
greenhouse gases and GWPs.

New Mexico Greenhouse Gas Emissions: Sources and Trends
Initial analysis suggests that in 2000, New Mexico produced about 83 million metric tons’

(MMLt) of gross carbon dioxide equivalent (CO2e) emissions, an amount equal to 1.2% of total
gross US GHG emissions.* Gross emissions include all major sources and gases, most notably

! For some sectors and sources, historical data are only available through 2000, 2001 or 2002.

A starting point for this analysis was the 1996 New Mexico GHG emissions inventory prepared by the Waste
Management Education and Research Consortium (WERC) as part of New Mexico Greenhouse Gas Action Plan:
Enhancing our Future through Mitigation (WERC 2002). This report included a single historical year (1996) and a
more limited set of emissions sources and gases than included here. WERC is a consortium of the New Mexico
State University, the University of New Mexico, the New Mexico Institute of Mining and Technology, and Diné
College in collaboration with Sandia National Laboratories and Los Alamos National Laboratory.

? All GHG emissions are reported here in metric tons.

* United States emissions estimates are drawn from Climate Analysis Indicators Tool (CAIT) version 1.5.
(Washington, DC: World Resources Institute, 2003), which is based on official USEPA reports. Available at:

http://cait.wri.org.

Center for Climate Stratesies 1
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the combustion of fossil fuels in power plants, vehicles, buildings, and industries (82% of total
State emissions), the release of methane from oil and gas production, coal mines, agriculture, and
waste management (13%), and other sources such industrial processes and nitrous oxide from
agricultural soils (5%).

Net emissions combine gross emissions sources with carbon sequestered and released from
biomass throughout the State. Very preliminary estimates suggest that from the late 1980s
through the late 1990s, New Mexico’s forest areas sequestered about 21 MMtCO2e per year. If
these estimates are applied to 2000, the State’s net GHG emissions would be 62 MMtCO2e,
about 25% lower than the gross emissions estimate. However, there are rather large uncertainties
regarding changes in carbon stocks in New Mexico forestlands since 1997, the year that the US
Forest Service conducted its most recent forest inventory in the State, especially given drought
and disease conditions since that time. Therefore, we focus most of this section on gross
emissions sources, for which there is greater certainty. Net emissions are also shown below,
using the only historical estimates available as a placeholder until better estimates are available.

The State’s gross GHG emissions increased by about 21% during the 1990s, somewhat slower
than the US as a whole, where emissions rose by 23%. This slower increase appears largely
attributable to a few key factors, in particular limited growth in new power generation facilities
and the decline of the mining industry and its fuel and electricity requirements. Were it not for
these factors, New Mexico’s emissions could well have increased as fast as, or faster than, the
national average, given the State’s more rapid population and economic growth.’
Transportation-related GHG emissions, which are driven directly by fuel use and in turn by
population, rose by 29% in the 1990s, and represent one of the State’s fastest growing GHG
emissions sources.

On a per capita basis, New Mexico produces near twice the GHG emissions as the national
average (45 vs. 25 tCO2e per person). New Mexico’s high per capita emissions are largely the
result of its GHG-intensive gas, oil, and electricity production industries. Figure 1 shows that,
like the nation as a whole, per capita emissions have remained fairly flat, while economic growth
outpaced emissions growth throughout the 1990-2002 period. During the 1990s, gross GHG
emissions per unit of gross product dropped by 33% nationally, and by 31% in New Mexico.

> During the 1990s, population grew by 20% in New Mexico compared with 13% nationally, and state GSP grew by
76% compared with national GDP growth of 72%.

Center for Climate Stratesies 2
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Figure 1. New Mexico and US GHG Emissions, Per Capita and Per Unit Gross Product
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In addition to being a key facet of the State’s economy, as noted, energy producing industries are
the dominant feature of New Mexico’s GHG emissions profile. Together, the production of
electricity and fossil fuels accounted for two-thirds of New Mexico’s gross GHG emissions in
the year 2000, as shown in Figure 2. In comparison, these activities accounted for only 35 to
40% of national gross GHG emissions.’

Emissions of greenhouse gases by electric power plants, the State’s leading emission source, are
relatively well understood, and are for the most part (carbon dioxide at facilities over 25 MW)
continuously monitored. Over 90% of these emissions occur at the State’s coal-fired facilities,
and two plants, San Juan and Four Corners, account for about three-quarters. Natural gas-fired
power plants produce the remaining emissions from this sector.

Emissions of carbon dioxide and methane occur at many stages of the fossil fuel production and
delivery process (drilling, production, processing/refining, and pipeline transport), and can be
highly dependent upon local resource characteristics (e.g., pressure, depth, water content, gas
concentrations), technologies applied, and practices employed at individual wells sites and
compressor stations. With over 40,000 oil and gas wells, three oil refineries, several gas
processing plants, and tens of thousands of miles of gas pipelines in the State — and no regulatory
requirements to track CO, or CH4 emissions — there are significant uncertainties with respect to
the State’s GHG emissions from this sector.

Preliminary estimates however, suggest that fossil fuel industry emissions are quite high. The
majority of emissions come from natural gas production, with significant emissions resulting
from fuel use at field sites, processing plants, and pipelines (6 MMtCQO?2), the release of
associated CO2 found in the coalbed methane from the Fruitland field in the San Juan Basin (5

® Fuel use for field, processing, and pipeline operations are included in the fossil fuel industry for New Mexico;
however, such fuel use is not disaggregated in the national inventory, and thus constitutes a fraction of the slice
shown for US industrial fuel use.
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MMtCQO?2), and methane vented and flashed at well sites, processing plants, and pipelines (5
MMtCO2e). Further analysis is needed to resolve some of the large unknowns regarding these
and other oil and gas sector emissions.

Figure 2. Gross GHG Emissions by Sector and Gas, 2000, New Mexico and US
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As a fraction of total GHG emissions, transportation accounted for 17% of New Mexico
emissions, compared with 26% of national emissions. However, on a per capita basis, New
Mexicans actually consume more gasoline and diesel fuel, and produce more transportation-
related GHG emissions, than the average American.

The remaining use of fossil fuels — natural gas, oil products, and coal -- constitutes another 9% of
State emissions, about half in residential and commercial buildings and the other half among
non-fossil-fuel industrial (RCI) sectors. While GHG emissions from residential and commercial
fuel use grew about 10% from 1990 to 2000, industrial fuel use grew in the early 1990s, but has
since declined, most likely a reflection of reducing mining and smelting activity in the State.

Agricultural activities such as manure management, fertilizer use, and livestock (enteric
fermentation) result in methane and nitrous oxide emissions that account for 7% of State GHG
emissions. These emissions grew by over 30% from 1990 to 2000, the result of rapidly
expanding dairy operations in the State.

Industrial process emissions comprise about 2% of State GHG emissions today. Three sources
each account for about one-third of these emissions in the year 2000: the use of
hydrofluorocarbons (HFCs) as substitutes for ozone-depleting substances (ODS) such as
chlorofluorocarbons and hydrochlorofluorocarbons’, the use of perfluorocarbons (PFC) in
semiconductor manufacture, and carbon dioxide released during the calcination process in
cement production. Since the year 2000, efforts by semiconductor industries, Intel, in particular,

" Chlorofluorocarbons and hydrochlorofluorocarbons are also potent greenhouse gases; however they are not
included in GHG estimates because of concerns related to implementation of the Montreal Protocol. See final
Appendix.
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have led to substantial reductions in PFC emissions. However, the increasing use of HFCs is
leading to rapid growth in this emissions category.

Landfills and wastewater management facilities produce methane and nitrous oxide emissions
accounting for the remaining 2% of current State emissions in 2000. These emissions have
increased slightly in recent years with increased landfilled waste; however, they have begun to
stabilize and decline as landfill gas is increasingly captured and flared or used for energy
purposes.

Reference Case Projections

Relying on US DOE and New Mexico agency projections of population, employment, and
electricity use, input from NMED staff and industry experts, we developed a simple reference
case projection of GHG emissions through 2020.* The reference case assumes a continuation of
current trends and reflects, to the extent possible, power plants under construction and the
implementation of recently enacted policies, such as the State’s Renewable Portfolio Standard,
which currently requires investor-owned utilities to provide 10% of the electricity sales from
renewable sources by 2011.° As reference case projections are finalized through collaboration
with stakeholders and technical work groups, it will be important to consider other existing and
planned actions, as well as the basic assumption underlying these projections (See Table 3 below
and further information in the Appendices).

As illustrated in Figure 3 and shown numerically in Table 1, under the reference case projection,
New Mexico’s gross GHG emissions are projected to grow steadily from recent levels. (For
more details on emissions by source, see Table 5 at the end of this section.) By 2010 they would
reach 89 MMtCO2e, 8% above year 2000 levels. By 2020, they would climb another 14% to
102 MMtCO,e, which corresponds to a total increase of 23% above year 2000 levels. These
decadal increases would be slower than New Mexico’s 21% increase in GHG emissions from
1990 to 2000.

8 Historical data runs through 2001 to 2003 depending on the emissions source.
? http://www.dsireusa.org/library/includes/incentive2.cfm?Incentive_ Code=NMO5R &state=NM& CurrentPagelD=1
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Figure 3. Gross GHG Emissions by Sector, 1990-2020: Historical and Projected
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Table 1. New Mexico GHG Emissions, Reference Case — Production Based

(Million Metric Tons CO2¢) 1990 2000 2010 2020
Energy 62.6 74.2 79.7 90.9
Electricity Production 29.5 33.2 33.3 38.1
Transportation Fuel Use 11.0 14.2 17.6 22.3
Fossil Fuel Industry 15.2 19.5 20.3 20.7
Res/Comm/Other Ind. Fuel Use 7.0 7.3 8.5 9.9
Other 5.9 8.7 9.7 10.8
Industrial Processes 0.5 1.5 20 2.8
Agriculture 4.5 6.0 6.4 6.7
Waste Management 0.8 1.2 14 1.2
Gross Emissions 68.5 82.9 89.4 101.7
change relative to 1990 +21% +31% +48%
change relative to 2000 +8% +23%
Forestry and Land Use -20.9 -20.9 -20.9 -20.9
Net Emissions (includes Forestry and Land Use) 47.6 62.0 68.5 80.8
change relative to 1990 +30% +44% +70%
change relative to 2000 +11% +30%
Per Capita Gross Emissions (Mt) 45 46 42 43
Per Capita Net Emissions (Mt) 31 34 32 34
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These different rates of rate growth by decade can be explained by looking more closely at
changes by sector, as shown in Figure 4.

Figure 4. Contributions to Emissions Growth, 1990-2020: Reference Case Projections
(MMTCO2e)
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As shown, electricity production emissions grew significantly from 1990 to 2000, as existing
coal plants increased production and two new power plants came on line."” The year 2000 was
also the time of the Western power crunch, where drought conditions on the West Coast, and
other market factors led to increase demands for power on the Western grid system. Electricity
production has since declined, and only recently returned to 2000 levels. With much of new
electricity capacity this decade expected to come from natural gas and wind facilities, growth in
statewide electricity emissions is likely to be limited. However, during the 2010-2020 period,
with gas prices rising and several new coal plants being proposed, electricity emissions could
rise rapidly again, as illustrated in Figure 5 below.

' Increased generation from existing plants accounted for 90% of the increase in emissions from 1990 to 2000.
Generation from the Four Corners coal plant did not change significantly, however generation at the San Juan coal
plant increased by 33%, Escalante generation increased by 20%, and Rio Grande generation almost doubled. The
Delta Person plant came on-line in 2000 (150MW) and the Milagro cogeneration unit in 1996 (61 MW). Note that
CO2 emissions from biomass-fired combustion are not counted as a net GHG emissions, consistent with USEPA
and UNFCCC practices. To the extent that use of biomass energy leads to changes in carbon stocks in farms and
forests, these standard methods suggest that this should be captured in forest and land use accounting.
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Figure 5. CO2 Emissions from Electricity Production in New Mexico, by Fuel Source
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Fossil fuel industry emissions grew rapidly in the 1990s with total natural gas production rising
from 1015 billion cubic feet in 1990 to 1802 billion cubic feet in 2000. Natural gas production
has dropped slightly since 2000. The future of New Mexico natural gas and oil production is
highly uncertain, dependent on global price trends, discovery of new reserves, and other factors.

In the fossil fuel industry section (Appendix B), we consider two scenarios for future gas
production. The first, Scenario A, assumes that new reserves will be found and exploited such
that recent production levels of oil and gas will be maintained. This is the scenario used for the
results shown in this summary section.

Another view is reflected in Scenario B. In this scenario, gas production would decline based on
industry assumptions regarding the pace at which conventional and coalbed methane reserves
might play out. Coalbed methane production would begin to drop in 2008, and conventional gas
production in 2011. QOil production would remain at current levels, as in Scenario A.

The major implication of these two scenarios in terms of GHG emissions is illustrated in Figure
6 below. This chart shows GHG emissions from the natural gas production and processing
stages, the principal emissions sources for the oil and gas industry, and those most likely to be
affected by future changes in production. Under Scenario A, GHG emissions from gas
production and processing activities remain relatively constant from 2003 onward, with a slight
increase owing to the increasing concentration of CO2 over time in coalbed methane production.
Under Scenario B, GHG emissions from these activities begin to decline in 2008; by 2020,
emissions from these activities would be 10 MMtCO2e lower than 2000 levels. This decline
would be significant enough to offset over half of GHG emissions growth from all other sectors
in New Mexico. Under Scenario B, New Mexico GHG emissions in year 2020 would be only
8% higher than 2000 levels, compared with 23% higher under Scenario A.
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Figure 6. GHG Emissions from Natural Gas Production and Processing, Two Scenarios
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As Figure 4 shows, the transportation sector is expected to be the leading source of overall GHG
emissions growth from 2000 onward. Under the assumptions described in the transportation
section (Appendix C), increasing diesel use for freight transport is projected to account for nearly
half of this growth (3.7 MMtCO2e from 2000 to 2020). Increasing gasoline use would account
for nearly as much growth (3.5 MMtCQO2e), driven largely by State population growth, while

rising jet fuel use would account for the remainder (0.8 MMtCO2e).

Other key sources of emissions growth include direct use of fuels in the residential, commercial,
and non-fossil fuel industrial sectors, the switch to use of HFCs as substitutes for ozone-
depleting substances, and methane emissions from dairy herds.

Consumption vs. Production-Based Emissions

As noted, New Mexico’s emissions are well above the national average largely because of coal-
based electricity generation and natural gas production activities, a significant fraction of which
meets needs in other states. This situation raises an important question with respect to how these
emissions should be addressed from an accounting and policy basis. In other words, should
states focus on: a) all emissions produced within the State (production-based emissions), or b)
the emissions associated with production of electricity, natural gas, and/or other energy-intensive
products consumed within the State (consumption-based emissions).

Reporting production-based emissions has the advantages of simplicity and consistency with
typical inventory methods. If used for policy purposes, e.g. for setting emission reduction goals
and tracking progress in meeting them, production-based reporting will account for changes in
emissions resulting from new in-state power plants or gas production facilities, even if such
facilities are built largely to serve out-of-state consumption. Conversely, future declines in
natural gas production, due for example to the depletion of gas reserves as noted, could lead to
significant reductions in reported State emissions related to gas production activities. Such
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changes in the State’s reported emissions could be very significant, and but may also be rather
difficult to predict or manage. Furthermore, one could argue that these changes do not reflect
“real” emissions changes, if electricity or gas consumers would otherwise source their electricity
or gas from similar sources in other states or countries.

In contrast, reporting consumption-based GHG emissions can be more complex from an
accounting perspective. However, the consumption-based approach may also better reflect the
emissions (and emissions reductions) associated with consuming activities occurring within the
State, particularly with respect to electricity use (and efficiency improvements), and is thus may
be useful in a policy context. Under this approach, emissions associated with electricity exported
to other states would need to be covered in those states” accounts in order to avoid double
counting or exclusions. (Indeed, California, Oregon, and Washington are currently considering
such an approach, as noted in Appendix A.) The consumption-based approach also leads to
projections that are likely to be less volatile (subject to major changes), and future GHG
emissions are perhaps more directly influenced by state-based policy strategies such as energy
efficiency on overall emissions. However, as described in the electricity section (Appendix A),
developing a robust tracking system for a consumption-based approach could be rather
challenging.

For this initial inventory, we prepared simplified consumption-based estimates for electricity and
fossil fuel production activities. For each of these energy sources, we estimated the ratio of in-
State consumption to total production, and applied this ratio to the total GHG emissions from
that sector. (See Table 4) While this method may not precisely reflect the sources of electricity
or fuels used to meet in-state demands, it does provide a rough guide.

The result of these calculations is shown in Table 2 below. Emissions related to electricity use
are about 30-40% lower than for electricity production, reflecting the fact that the State produces
about 30-40% more electricity than it needs for its own use. For the fossil fuel industry,
emissions attributable to in-state use are only about one-third to one-quarter of total emissions
produced. This ratio is so low because most of the emissions are related to natural gas
production, and the State consumes only 1 BCF of gas for every 5 or 6 BCF it produces.
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Table 2. New Mexico GHG Emissions, Reference Case — Consumption Based

(Million Metric Tons CO2e)

Energy 39.2 46.7 54.3 66.6
Electricity Use 15.8 19.7 21.4 26.4
Transportation Fuel Use 11.0 14.2 17.6 22.3
Fossil Fuel Industry 54 54 6.8 8.1
Res/Comm/Other Ind. Fuel Use 7.0 7.3 8.5 9.9

Other 5.9 8.7 9.7 10.8
Industrial Processes 0.5 1.5 20 238
Agriculture 4.5 6.0 6.4 6.7
Waste Management 0.8 1.2 14 1.2

Gross Emissions 451 55.4 64.0 77.3
change relative to 1990 +23% +42% +72%
change relative to 2000 +16% +40%

Forestry and Land Use -20.9 -20.9 -20.9 -20.9

Net Emissions (incl. forestry) 24.2 34.5 431 56.4
change relative to 1990 +43% +78% +134%
change relative to 2000 +25% +64%

Per Capita Gross Emissions 30 30 30 32

Per Capita Net Emissions 16 19 20 24

Key Uncertainties and Next Steps

Efforts are ongoing to resolve key data gaps and uncertainties in the inventory and projections.
Key tasks, among others, include the incorporation of anticipated actions and policies (efficiency
programs, voluntary actions such as those of the oil and gas industries through the USEPA
GasStar program, etc.), a better understanding of the electricity generation sources currently used
to meet New Mexico loads (in collaboration with State utilities), closer review of the many
sources of oil and gas sector emissions, and review and revision of key drivers such as the
electricity growth rates and future oil and gas production that will be major determinants of New
Mexico’s future GHG emissions (See Table 3). These growth rates are driven by uncertain
economic, demographic, and land use trends (including growth patterns and transportation
system impacts), all of which deserve closer review and discussion.
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Table 3. Key Annual Growth Rates, Historical and Projected

Historical | Projected Sources/Uses
1990-2000 | 2000-2020
Population* 1.8% 1.4%
New Mexico Department of Labor,
Employment* A% 1% 2004. New Mex1.co Anpual Social and
Economic Indicators
Electricity sales 3.1% 2.5% from EIA SEDS for historic, projections
2002 on based on EMNRD input.
Electricity production 1.6% 2.2% from Based roughly on AEO 2005 for the
2004 on region; subject to very large
uncertainties
Personal >:7eh1cle Miles 2.9% 1.9% New Mexico 2025 Statewide
Traveled Multimodal Transportation Plan
Freight Vehicle Miles 6.9% 3.6% (historical from FHWA Transportation
Traveled* Statistics)

* Population, employment and VMT projections for New Mexico were used together with US DOE’s Annual Energy
Outlook 2005 projections of changes in fuel use on a per capita, per employee, and per VMT, as relevant for each
sector. For instance, growth in New Mexico residential natural gas use is calculated as the New Mexico population
growth times the change in per capita New Mexico natural gas use for the Mountain region. New Mexico population
growth is also used as the driver of growth in cement production, soda ash consumption, solid waste generation, and
wastewater generation.

In addition, the following three areas are subject to considerable uncertainty, not simply because
the future is hard to predict, but because of data availability and scientific understanding:

* Oil and gas sector emissions: As noted above, the sheer number and diversity of
different GHG-emitting activities, combined with the fact that GHG emissions are
typically unmonitored, means that there is significant uncertainty with regard to emission
levels. Local estimates of field gas use and provided by NMOGA suggest the top-down
estimates of natural gas production-related emissions provided here (based on national
average emission rates) may be low. Furthermore, CO2 emissions that may occur as the
result of CO2 mining and use for enhanced oil recovery could be significant, but have not
been estimated. Further analysis of emissions from activities in all of the State’s
principal gas and oil basins, as well as of emissions from transmission and distribution
sources could help to resolve some of these uncertainties. Given the large emission
reduction potential that may exist in these sectors, such efforts could be quite valuable.

* Terrestrial carbon emissions and sinks: The net forest and land use sequestration
estimates noted above are based on recent improvements to US Forest Service carbon
stock inventory data but do not fully address all issues that ultimately will be needed to
develop final estimates. As a result, initial estimates may change as additional data is
developed.

For instance, US Forest Service assessments only cover the parts of the State that the US
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Forest Service defines as forest, which represented 27% of the total State land area in
1997. Between the dates of the two most recent forest inventories, 1987 and 1997, the
Forest Service changed its technical definition of forestland from minimum of 10%
canopy cover to a minimum 5% cover. As a result, later years in the inventory period
report increased carbon stocks due to this definitional change.'' To the extent that
rangelands may sequester or emit carbon, while small on a per acre basis, they may be
quite significant at the State level."

Another data limitation arises from the lack of inventory data since 1997. Due to funding
constraints in New Mexico, US Forest Service data from the Forest Inventory Analysis
(FIA) are not available from 1997 onward. As a result, biomass reductions from wildfires
and forest health problems, or other carbon stock changes since that time, are not
reflected in the estimates provided here. These changes need to be clarified to provide
accurate forest carbon projections. For the time being, forest carbon projections are based
solely a linear extrapolation of the 1987-1997 period for which data are available, and do
not factor in potential future changes in forest health, productivity and use may occur in
the future. Resolution of long term forecasts will be considered by the technical work
group on agriculture and forestry.

* Black carbon and other aerosol emissions. Emissions of aerosols, particularly black
carbon from fossil fuel and biomass combustion, could have potential significant impacts
in terms radiative forcing (i.e. climate impacts). Methodologies for conversion of black
carbon mass estimates and projections to global warming potential involve significant
uncertainty at present. As a result, we are providing NMED options for addressing these
issues so that black carbon (and possibly organic carbon and other aerosols) can be
appropriately included in the initial inventory and reference case projections.

' We hope to correct changes attributable to definition changes in an revised inventory, but cannot estimate the
effect of this change yet. This definitional issue relates to the large amount of rangeland in the state that is not
covered by a carbon flux inventory unless it meets minimum forestland cover requirements.

"2 However, the carbon cycle for rangelands is not well understood, and has not been included in current surveys.
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Table 4. Simplified Calculation of Consumption-Basis Emissions for Electricity and Fossil
Fuel Production
1990 2000 2010 2020 units

Electricity
Electricity Produced (net of RPS) 29 34 37 44 TWh
In-State Electricity Needs (net of RPS) 15 20 24 30 TWh
in-state share 54% 59% 64% 69%
Electricity Production Emissions 29 33 33 38 MMtCO2e
Consumption-Basis Emissions 16 20 21 26 MMtCO2e
Natural Gas
Natural Gas Produced* 965 1695 1604 1604 BCF
In-State Gas Requirements* 239 265 269 297 BCF
in-state share 26% 16% 17% 19%
Natural Gas Industry Emissions 13 17 17 18 MMtCO2e
Consumption-Basis Emissions 3.1 2.7 2.9 3.3 MMtCO2e
Oil
Oil Produced 52 69 64 64 Million Barrels
In-State Oil Requirements 41 47 60 73 Million Barrels
in-state share 79% 69% 93% 114%
Oil Production Emissions 0.7 0.7 0.7 0.7 MMtCO2e
Consumption-Basis Emissions 0.5 0.5 0.6 0.8 MMtCO2e
Oil Refined 38 35 32 32 Million Barrels
In-State Oil Requirements 41 47 60 73 Million Barrels
in-state share 106% 137% 185% 226%
Oil Refinery Emissions 1.6 1.6 1.6 1.6 MMtCO2e
Consumption-Basis Emissions 1.7 2.2 3.0 3.6 MMtCO2e
Coal
Coal Produced 24 27 26 26 million short tons
Coal Consumed 15 17 18 20 million short tons
in-state share of coal consumption 62% 61% 67% 76%
in-state share of elec consumption 54% 59% 64% 69%
Coal Mining Emissions 0.2 0.2 0.7 0.7 MMtCO2e
Consumption-Basis Emissions 0.1 0.1 0.3 04 MMtCO2e

* Note that for consistency with natural gas consumption estimates, historical data for natural gas
production shown are taken from the same source (US Energy Information Agency, marketed gas
production). These numbers differ slightly from data compiled by the New Mexico EMNRD.
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Table 5. Reference Case, Production-Based GHG Emissions, Detailed Results

(Million Metric Tons CO2e) 1990 2000 2010 2020 Explanatory Notes for Projections
Electricity Production 29.5 33.2 33.3 3841
Coal 28.0 30.7 304 345 See electric sector assumptions
Natural Gas 14 2.5 2.9 3.5 in appendix
Oil 0.0 0.0 0.0 0.0

Res/Comm/Non-Fossil Ind (RCI) 7.0 7.3 8.5 9.9

Coal 0.1 0.2 0.2 0.2  Based on USDOE regional projections
Natural Gas 3.8 4.6 4.5 5.4  Based on USDOE regional projections
Oil 3.1 25 3.8 4.3  Based on USDOE regional projections
Wood (CH4 and N20) 0.0 0.0 0.0 0.0  Assumes (for now) no change after 2003
Transportation 11.0 14.2 176 223
On-road Gasoline 7.2 8.7 10.2 12.2  VMT from NMDOT, constant energy/VMT
On-road Diesel 2.5 4.2 5.6 7.9  VMT from NMDOT, constant energy/VMT
Natural Gas, LPG, Other 0.1 0.1 0.1 0.1 Based on USDOE regional projections
Jet Fuel and Aviation Gasoline 1.2 1.2 1.6 2.0 Based on USDOE regional projections
Fossil Fuel Industry 15.2 19.5 20.3 20.7
Assumes no change in state gas
Natural Gas Industry 12.7 17.0 17.3  17.7 production
Oil Industry 2.3 2.3 2.3 2.3  Assumes no change in state oil production
Coal Mining (Methane) 0.2 0.2 0.7 0.7  Assumes (for now) no change after 2003
Industrial Processes 0.5 1.5 2.0 2.8
ODS Substitutes 0.0 0.5 1.3 2.3  Based on national projections (State Dept.)
PFCs in Semi-conductor Ind. 0.1 0.5 0.2 0.1 Based on national projections (USEPA)
SF6 from Electric Utilities 0.2 0.1 0.1 0.0  Based on national projections (USEPA)
Cement & Other Industry 0.2 04 04 0.4  Assumes (for now) no change after 2003
Carbon Dioxide Consumption not yet estimated
Waste Management 0.8 1.2 14 1.2
Solid Waste Management 0.6 1.0 1.1 0.9  Based on national projections (State Dept.)
Wastewater Management 0.2 0.2 0.3 0.3 Increases with state population
Agriculture 4.5 6.0 6.4 6.7
Manure Mgmt & Enteric
Ferment. (CH4) 2.3 3.5 4.1 4.4  Dairy emissions grow with population
Agricultural Soils (N20) 2.2 24 2.3 2.3  No changes projected
Total Gross Emissions 68.5 82.9 89.4 101.7
Forestry and Land Use -20.9  -20.9 -20.9 -20.9  Awaiting further analysis
Net Emissions (incl. forestry) 47.6 62.0 68.5 80.8
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2. Approach

The principal goal of the inventory and reference case projections is to provide the State,
stakeholders and technical work groups with a general understanding of New Mexico’s
historical, current and projected (expected) greenhouse gas emissions. Over the coming months,
we will work with stakeholders and working groups to augment, refine and disaggregate these
estimates.

2.1  General Principles and Guidelines

A key part of this effort involves the establishment and use of a set of generally accepted
accounting principles for evaluation of historical and projected GHG emissions, as follows:

* Transparency: We report data sources, methods, and key assumptions to provide open
review and opportunities for additional revisions later based on stakeholder and technical
work group input.

* Consistency: To the extent possible, the inventory and projections are designed to be
externally consistent with current or likely future systems for state and national GHG
emission reporting. We have used USEPA tools for state inventories and projections as a
starting point. These initial estimates were then augmented to conform to local data and
conditions, as informed by New Mexico-specific sources and experts.

* Comprehensive Coverage of Gases, Sectors, State Activities, and Time Periods. This
analysis aims to comprehensively cover GHG emissions associated with activities in New
Mexico. It covers all six greenhouse gases covered by US and other national inventories:
carbon dioxide, (CO2), methane (CH4), nitrous oxide (N20), sulfur hexafluoride (SF6),
hydrofluorocarbons (HFCs), and perfluorocarbons (PFCs). Black carbon, organic
carbon, and other potential GHG emission sources will be considered as data and
methods allow.

* Priority of Significant Emissions Sources: In general, activities with relatively small
emissions levels may not be reported in the same level of detail as other activities.

* Priority of Existing State and Local Data Sources: In gathering data and in cases
where data sources may conflict, we place highest priority on local and state data and
analyses, followed by regional sources, with national data used as defaults where
necessary.

* Presentation of Production-Based and Consumption-Based Emissions Estimates:
For all sources, we present emissions produced by in-state activities, which are referred
to here as production-based emissions. For electricity, oil, and natural gas, which are
produced in amounts well in excess of New Mexico requirements, we also estimate
consumption-based emissions, i.e. the emissions reasonably attributable to the
consumption of these products by consumers in New Mexico.
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For electricity, consumption-based accounting, in principle, should reflect an
understanding of the electricity sources used by New Mexico utilities to meet consumer
demands. For this draft inventory, we take a simpler approach, estimating consumption-
based emissions by multiplying total production-based emissions (from fuel combustion
at all in-state power plants) times the fraction of total electricity produced (MWh) that
would be needed to meet in-state electricity demands.

For fossil fuels, we first estimate (production-based) emissions related to extraction,
refining, and transmission activities in the State. Similar to the electricity approach, we
then estimate consumption-based emissions, by multiplying total production-based
emissions times the fraction of total natural gas (or oil) produced (BTUs) that would be
needed to meet in-state natural gas (or oil) demands.

2.2 General Methodology

We prepared this analysis in close consultation with New Mexico agencies, in particular, the
Department of Environment (NMED) staff. The overall goal of this effort is to provide simple
and straightforward estimates, with an emphasis on robustness and transparency. As a result, we
rely on straightforward spreadsheet analysis rather than detailed modeling.

In most cases, we follow the same approach to emissions accounting used by the US EPA in its
national GHG emissions inventory" and its guidelines for states." These inventory guidelines
were developed based on the guidelines from the Intergovernmental Panel on Climate Change,
the international organization responsible for developing coordinated methods for national
greenhouse gas inventories."” The inventory methods provide flexibility to account for local
conditions.

The electricity and fossil fuel sectors are the areas in which we expand the US EPA inventory
approach, by looking at consumption-based in addition to production-based emissions, as
described above. We encourage New Mexico stakeholders to closely consider the question of
whether and how to count GHG emissions from exports of electricity and fossil fuels produced
in the State with respect to setting and tracking emissions. Stakeholders may also want to
consider strategies that work together with neighboring states to reduce overall GHG emissions.
A number of other accounting questions also need to be resolved, such as the treatment of
transportation fuels used out of state and for international travel.

13 US EPA, Feb 2005. Draft Inventory of US Greenhouse Gas Emissions and Sinks: 1990-2003.
http://yvosemite.epa.gov/oar/globalwarming.nsf/content/ResourceCenterPublicationsGHGEmissionsUSEmissionslny
entory2005.html.

14 http://yosemite.epa.gov/oar/globalwarming.nst/content/EmissionsStateInventoryGuidance.html

15 http://www.ipcc-nggip.iges.or.jp/public/gl/invs1.htm
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Table 6. Key Sources for Data, Inventory Methods and Projection Growth Rates

Source Information provided Use of Information in this
Analysis
US EPA State EPA SGIT is a collection of linked Where not indicated otherwise,

Greenhouse Gas
Inventory Tool

spreadsheets designed to help users
develop state GHG inventories.

SGIT is used to calculate
emissions from industrial

(SGIT) EPA SGIT contains default data for processes, agriculture and
each state for most of the forestry, and waste. We use
information required for an SGIT emission factors (CO2,
inventory. CH4 and N20 per BTU
consumed) to calculate energy
use emissions. '
US DOE Energy EIA SEDS source provides energy EIA SEDS is the source for all
Information use data in each state, annually to energy use data except on-road
Administration 2002. gasoline and diesel consumption.
(EIA) State Energy Emission factors from EPA
Data System SGIT are used to calculate
(SEDS) energy-related emissions.
US DOE Energy EIA AEO2005 projects energy EIA AEO2005 is used to project
Information supply and demand for the US from changes in per capita
Administration 2005 to 2025. Energy consumption (residential), per employee
Annual Energy is estimated on a regional basis. (commercial/industrial). (See
Outlook 2005 New Mexico is included in the Table 3)
(AEO2005) Mountain Census region (AZ, CO,
ID, MT, NM, NV, UT, and WY)
New Mexico NMDOT reports on-road gasoline NMDOT provides data for

Department of

and diesel consumption based on

gasoline and diesel consumption.

Transportation calculations from tax revenue.
(NMDOT)
NMDOT’s New The New Mexico 2025 analysis This report is the source vehicle
Mexico 2025 projects transportation demand. mileage growth rates in the
Statewide transportation sector.
Multimodal

Transportation Plan

'® We did not use the EPA SGIT tool directly to calculate emissions from energy use because the data in the tool has
not been updated to the most recent energy consumption data. By calculating GHG emissions directly from energy
use multiplied by the emissions factors from SGIT, we are able to use locally sourced energy data, such as

NMDOT gasoline and diesel sales data.
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Appendix A. Electricity Use and Supply

New Mexico is an important supplier of electricity to the Western US. The State’s power plants
have historically produced more electricity than consumed in the State, and have exported
significant amounts of electricity to Arizona, California, and other Western states. In 2000, for
instance, New Mexico power plants produced 36% more electricity than needed for in-state
use.'” The New Mexico electricity sector is also dominated by coal, which accounts for nearly
90% of all electricity generated in recent years. Coal-fired power plants produce as much as
twice the CO2 emissions per kilowatt-hour of electricity as natural gas-fired power plants. As a
result of these factors, New Mexico power plants are the largest source of GHG emissions in the
State.

As noted earlier, one of the key questions for the State to consider is how to treat GHG emissions
that are produced to serve needs outside the State. In other words, should the State consider the
GHG emissions associated with the State’s electricity consumption or its electricity production,
or some combination of the two? Since this question still needs to be resolved, this section
examines electricity-related emissions from both a production and consumption basis.

This appendix describes New Mexico’s electric sector in terms of consumption and production,
including the assumptions used to develop the reference case projections. It then describes New
Mexico’s electricity trade and potential approaches for allocating GHG emissions for the purpose
of determining the State’s inventory and reference case. Finally, key assumptions and results are
summarized.

Electricity Consumption

At about 10,000 kWh/capita (2003 data), New Mexico has relatively low electricity consumption
per capita. By way of comparison, the per capita consumption for the US is 12,000 kWh per
year, with California averaging at 7,000 kWh, Arizona at 8,000 kWh, and Texas at 15,000 kWh.
As shown in Figure 7, the commercial sector has the greatest electricity consumption in New
Mexico, with strong growth from 1990, except for a slight decrease in 2003. The industrial
sector grew strongly from 1990 to 1997 then dropped through 2001 with some increase in the
last couple years." The residential sector, has the lowest consumption among sectors, but is
growing the most rapidly, averaging 3.3% annually from 1990 to 2003, compared with
population growth of 1.7%.

" EGRID2002 software (US EPA http://www.epa.gov/cleanenergy/egrid/whatis.htm)
'8 Electricity consumption figures here only include purchased electricity, and do not include electricity generated
and consumed internally by specific industries, such as mining.
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Figure 7. Electricity Consumption by Sector, 1990-2003
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The States’ four investor-owned utilities serve approximately 70% of the customers, and 70% of
load, as illustrated in Table 7. The State’s 20 rural electric cooperatives serve 22% of
customers, although they service about 85% of the State’s land area. There are seven municipal

electric utilities serving the remaining eight percent of the State’s electric customers. (EMNRD,
2003)

Table 7. Retail Electricity Sales by New Mexico Utilities (2002)

Top 5 Utilities, ranked by retail sales

Public Service Company of New Mexico 7,407
Southwestern Public Service 3,443
El Paso Electric Company 1,355
City of Farmington 1,043
Texas - New Mexico Power Company 1,018
Total of above utilities 14,266
Total, all New Mexico 19,207

Source: EIA state electricity profiles

Overall, total electricity consumption grew at an average annual rate of 2.6% from 1990 to 2003,
about half the rate of gross state product growth (5% per year)."” For initial projections, future
electricity consumption is projected to grow at a rate of 2.5% per year through 2020, compared
with expected population growth of 1.3% per year.”

' Gross State Product growth from Bureau of Economic Analysis,
http://www.bea.doc.gov/bea/regional/gsp/default.cfm

0 This growth rate was suggested by EMNRD staff, based on growth rates discussed by electricity providers of
1.5%-2% per year for the utilities and 3.6% per year from co-operatives.
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Electricity Generation —New Mexico’s Power Plants

As mentioned above and displayed in Figure 8 below, coal figures prominently in electricity
generation and GHG emissions from power plants in New Mexico. Table 8, which reports the
emissions from the largest plants from 1995 to 2003, shows that two plants Four Corners and
San Juan account for the vast majority of emissions. As explained further in the electricity trade
section below, both of these plants are partly owned by utilities outside of New Mexico (only
14% of Four Corners and about 54% of San Juan capacity are owned by New Mexico utilities).
While some of the electricity generated by these plants serves needs for New Mexico residents
and businesses, much is used to serve those outside the State. Conversely, New Mexico utilities
own shares of plants in other states.”'

Figure 8. Electricity Generation and CO2 Emissions from New Mexico Power Plants, 2002
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Table 8. CO2 Emissions from Individual New Mexico Power Plants, 1995-2003
(Million Metric Tons CO2e) 1995 1996 1997 1998 1999 2000 2001 2002 2003

Four Corners Steam 15.7 14.5 14.5 15.3 15.9 154 15.6 13.5 14.8
San Juan 11.0 12.7 13.2 13.0 12.5 13.2 12.5 13.1 111
Prewitt Escalante 1.2 1.8 2.1 1.5 2.1 2.0 1.7 1.6 1.7
Rio Grande 0.6 0.5 0.5 0.6 0.5 0.6 0.5 0.5 0.5
Maddox 0.3 0.3 0.3 0.4 0.3 0.4 0.4 0.3 0.3
Other units 0.9 1.0 1.3 1.4 1.5 1.6 1.7 1.2 1.2
Total 29.6 30.8 31.9 32.2 32.7 331 324 30.2 29.5

Source: USEPA Clean Air Markets database for named plants (http://cfpub.epa.gov/index.cfm). Other
units calculated from fuel use data provided by US DOE EIA.

Future Generation and Emissions

! Emissions from the 5 largest power plants were obtained from the EPA Clean Air Markets database,
http://cfpub.epa.gov/gdm/index.cfm. Since data from the EPA Clean Air Markets Division do not include plants
under 25MW, supplemental data were required for a complete emissions estimate. Emissions for all remaining
power plants were calculated by using the energy consumption for the remaining plants multiplied by EPA
emissions factors by fuel, accounting for combustion efficiency and changes in average carbon content of coal over
time.
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Estimating future generation and GHG emissions from New Mexico power plants requires a
notion of new power plant additions and production levels from new and existing power plants.
There are, of course, large uncertainties here, especially related to the timing and nature of new
power plant construction.

Table 9 lists the characteristics of recent and several proposed plants. As shown, there are
proposals on the drawing boards for over 2500 MW of new power plants, most of them coal-
based. If built and fully operated, these power plants could produce over 15 MMtCO?2 in GHG
emissions. However, the future mix of plants in New Mexico remains uncertain as the trends in
type of new builds are influenced by many factors:

The most recent fossil-fuel plants have been natural gas-fired, however there are concerns
that natural gas prices may increase over the next decade, which could cause a trend
towards more coal-dominated.

Several coal plants have been proposed — taking advantage of the current price advantage
for coal plus support from federal government for clean coal — but construction could be
limited by air quality requirements.

Some proposed plants have applied for permits, including natural gas and biomass
facilities. Permitted plants are not always built. Actual implementation depends on
market conditions, adequate financing, and other factors. Permits are only valid for
specified timeframe; if construction does not begin during this period, the developer must
resubmit the application, and it may or may not be granted again depending on emerging
conditions.

In the last few years several wind plants have been developed and others have been
proposed. These developments reflect the declining cost of wind plants, federal and state
incentives (production tax credit and renewable portfolio standard), and increased
customer demand for “green” electricity.
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Table 9. Recently Constructed, Approved and Proposed Plants in New Mexico

Plant Name Fuel Status Capacity Expected Annual Notes
generation Emissions
MW GWh MMTCO2e
New Mexico
Wind Energy On-line Oct
Center wind 2003 200 594 0 used by PNM to meet RPS
Wind Caprock 80 MW on-line Used by Southwestern to meet RPS and
Plants Cielo/Xcel wind in 2004/2005 80 299 0 customer green electricity choice
expected on-
San Juan line by Used by Southwestern to meet RPS and
Mesa wind December 2005 120 368 0 customer green electricity choice
Designed by PNM for Western wholesale
Afton’ Natural gas On-line 2002 135 14 0.01 market
Bluffview’ Natural gas On-line 2005 60 447 0.16 City of Farmington
Lordsburg1 Natural gas On-line 2002 80 65 0.04 Designed by PNM for peaking power
New under-
plants construction Recently purchased by consortium including
Luna? Natural gas 2006 570 4,244 1.50 PNM

Pyramid assists in serving Tri-State’s
southern system loads and provides backup

Pyramid2 Natural gas On-line 2003 160 1,191 0.42 generation.
An air quality
permit
application
Musta\ng2 coal accepted. 300 2,234 1.85
Desert Rock Sithe Global Power's has proposed a 1500
Energy MW of new coal-fired electrical production to
Project2 coal 1500 11,169 9.23 be located on Navajo lands in the 4 Corners
BHP Billiton’s subsidiary Chaco Valley
Proposed . ) L
Energy submitted a permit application for a
plants power plant that would operate if the Desert
Rock proposal (see above) does not go
BHP Billiton® coal 550 4,095 3.38 through.
Valencia This project has received permits but not
Energy2 Natural gas 337 2,509 0.89 broken ground
Northeast
New Mexico
Biomass biomass 35 261

Sources: New Mexico Environment, Air Quality website, discussions with Ted Schooley and Sam Speaker (NMED),
Donald Groves (PNM), City of Farmington utility, also Western Resource Advocates website
(http://westernresources.org/energy/newmcoal.html)

Notes:

Generation for wind plants is based on information from utility websites. Generation for new fossil fuel plants is
estimated using an 85% capacity factor.

1. Emissions are estimated by average 2003 and preliminary 2004 data from USEPA’s Clean Air Markets division.
2. Emissions are based on USDOE Annual Energy Outlook assumptions

Given these uncertainties, and a diversity of perspectives by actors within the electricity sector, it
is particularly challenging to develop a “reference case” projection for the most likely
development of New Mexico’s electricity sector. Therefore, to develop an initial projection,
simple assumptions were made, relying to the extent possible on widely-reviewed modeling
assessments. The reference case projections assume:

* Total generation in New Mexico grows at the regional growth rates forecast by the
National Energy Modeling System (NEMS) developed by the US Energy Information
Administration for projecting US energy supply and demand to 2025 in the US DOE’s
Annual Energy Outlook 2005.
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* Generation from existing coal plants is based on Western Regional Air Partnership
(WRAP) analyses™; generation from all other plants is assumed to remain at 2003 levels.
Existing plants include those on-line or expected on-line by the end of 2005.

* Generation from new power plants provides the remainder of this growth. New Mexico
utilities are expected to build renewables as needed to comply with the State Renewable
Portfolio Standard; it is assumed that wind generation will dominate these renewable
power additions, per utility plans.” The remainder of generation growth is expected to be
supplied a mix of 80% coal and 20% natural gas; this assumptions is based on review of
studies noted in Table 10 below.

Electricity Trade and Allocation of GHG emissions

New Mexico is part of the interconnected Western Electricity Coordinating Council (WECC)
region - a vast and diverse area covering 1.8 million square miles and extending from Canada
through Mexico, including all or portions of 14 western states. The inter-connected region
allows electricity generators and consumers to buy and sell electricity across regions, taking
advantage of the range of resources and markets. Electricity generated by any single plant enters
the interconnected grid and may contribute to meeting demand throughout much of the region,
depending on sufficient transmission capacity. Thus it is challenging to define which emissions
should be allocated to New Mexico, and secondly in estimating these emissions both historically
and into the future. Some utilities track and report electricity sales to meet consumer demand by
fuel source and plant type; however, tracing sales to individual power plants may not be possible.

In 2003, electricity consumption in New Mexico was 19.3 TWh while electricity generation was
32.5 TWh. Also, as mentioned above, New Mexico utilities own less than 32% of the two
largest plants in the State (San Juan and Four Corners). Thus a significant portion of the
electricity generated and economic benefits may serve consumers and investors in other states.
Similarly, all of the largest utilities (except City of Farmington) own shares in plants outside of
the State (e.g. Public Service Company of New Mexico (PNM) owns 10% of Palo Verde nuclear
plant).

Since almost all states are part of regional trading grids, many states that have developed GHG
inventories have grappled with this problem and several approaches have been developed to
allocate GHG emissions from the electric sector to individual states for inventories.

In many ways the simplest approach is production-based — emissions from power plants within
the State are included in the state’s inventory. The data for this estimate are publicly available
and unambiguous. However, this approach is problematic for states that import or export

22 From WRAP Market Trading Forum, Grand Canyon Visibility Transport Commission, Emission Inventory
Reconciliation v4_01 spreadsheet
http://www.wrapair.org/forums/mtf/documents/group_reports/TechSupp/SO2Tech.htm

5 http://www.pnm.com/regulatory/pdf_electricity/renewable_stip_05.pdf
http://www.epelectric.com/internetsite/renewable.nsf/by+subject/Transitional
+Procurement+Plan+Application/$file/Procurement+Plan+Application.pdf?OpenElement

http://www.xcelenergy.com/docs/corpcomm/NM-PortfolioReportProcurementPlan.pdf
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significant amounts of electricity. Because of the State’s large exports, under a production-based
approach New Mexico residents would be taking responsibility for emissions that they have
limited ability to mitigate and that provide limited benefit to the State.

An alternative is to estimate consumption-based or load-based GHG emissions, corresponding to
the emissions associated with electricity consumed in the State. The load-based approach is
currently being considered by states that import significant amounts of electricity, such as
California, Oregon, and Washington.” By accounting for emissions from imported electricity,
states can account for increases or decreases in fossil-fuel consumed in power plants outside of
the State, due to demand growth, efficiency programs, and other actions in the State. The
difficulty with this approach is properly accounting for the emissions from imports and exports.
Since the electricity flowing in or out of New Mexico is a mix of all plants generating on the
inter-connected grid, it is impossible to physically track the electrons.

The approach taken in this initial inventory is a simplification of the consumption-based
approach. This approach, which one could term “Net-Consumption-based”, estimates
consumption-based emissions as in-state (production-based) emissions times the ratio of total in-
state electricity consumption to in-state generation (net of losses). For example, in 2003, New
Mexico residents and business consumed 66% (19.3 TWh) of total in-state generation (32.5
TWh) net of transmission and distribution losses (10%).

This method does not account for differences in the type of electricity that is imported or
exported from the State, and as such, it provides a simple method for reflecting the emissions
impacts of electricity consumption in the State. More sophisticated methods — e.g. based on
individual utility information on resources used to meet loads — can be considered for further
improvements to this approach.

Summary of Assumptions and Reference Case Projections

As noted, projecting generation sources, sales, and emissions for the electric sector out to 2020
requires a number of key assumptions, including economic and demographic activity, changes in
electricity-using technologies, regional markets for electricity (and competitiveness of various
technologies and locations), access to transmission and distribution, the retirement of existing
generation plants, the response to changing fuel prices, and the fuel/technology mix of new
generation plants. The key assumptions described above are summarized in Table 10.

# See for example, the reports of the Puget Sound Climate Protection Advisory Committee
(http://www.pscleanair.org/specprog/globclim/), the Oregon Governor’s Advisory Group On Global Warming
http://egov.oregon.gov/ENERGY/GBLWRM)/Strategy.shtml, and the California Climate Change Advisory
Committee, Policy Options for Reducing Greenhouse Gas Emissions From Power Imports - Draft Consultant
Report, http://www.energy.ca.gov/2005publications/CEC-600-2005-010/CEC-600-2005-010-D.PDF
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Table 10. Key Assumptions and Methods for Electricity Projections

Electricity sales

2.5% annual growth rate, based on input from EMNRD

Electricity
generation

2.5% annual growth is assumed to match sales growth from 2004-2010.
2% annual growth is assumed from 2011 t02020, based on regional
growth in EIA AEO2005 (AZ, NM and southern NV)

Transmission and
Distribution losses

10% losses are assumed, based on average statewide losses, 1994-2000,
(data from EPA Emission & Generation Resource Integrated
Database™)

New Renewable
Generation Sources

Public Service of New Mexico and Southwestern Public Service and El
Paso Electric Company follow procurement plans filed in 2004
(resulting in new wind plants that will exceed the RPS requirements
until 2010). After 2010, new renewable plant builds are assumed to
sufficient to meet but not exceed RPS. For other utilities, no additional
new renewables are assumed.

New Non-Renewable
Generation Sources
(2004-2010)

From 2006-2010, the assumed mix is 20% coal and 80% natural gas
(MWh basis), based on the dominance of natural gas among plants
currently under construction.

New Non-Renewable
Generation Sources
(2011-2020)

For 2011 to 2020, the assumed mix is 80% coal and 20% natural gas
(MWh basis), based on a review of studies including EIA AEO2005,
ICF/WRAP 2002, and others.”

Heat Rates

The assumed heat rates for new gas and coal generation are 7000
Btu/kWh and 9000 Btu/kWh, respectively, based on estimates used in
similar analyses.27

Operation of
Existing Facilities

Current sources of coal-based electricity generation increase output
according to analysis completed for the WRAP.*®

Figure 9 shows historical sources of electricity generation in the State by fuel source, along with
projections to the year 2020 based on the assumptions described above. Natural gas generation
has grown considerably during the past decade, while coal and hydro generation have stayed
relatively constant. The first major wind project, New Mexico Wind Energy Center, came on-
line in 2003 and wind generation is expected to grow in the next couple years as utilities
complete plants built to meet renewable portfolio standard. Based on the above assumptions for
new generation, natural gas continues to dominate new generation through 2010, at which point
coal assumes an increasing market share, reflecting assumptions that natural gas prices will

continue to rise.

* http://www.epa.gov/cleanenergy/egrid/index.htm
% Western Resource Advocates, 2004. A Balanced Energy Plan for the Interior West.

http://www.westernresourceadvocates.org/energy/bep.html and ICF 2002. Economic Assessment of Implementing
the 10/20 Goals and Energy Efficiency Recommendations (prepared for Western Regional Air Partnership).

7 See, for instance, the Oregon Governor’s Advisory Group On Global Warming
http://egov.oregon.gov/ENERGY/GBLWRM)/Strategy.shtml

8 See emissions reconciliation documentation for 2000/2001 at http://www.wrapair.org/forums/
mtf/documents/group_reports/TechSupp/SO2Tech.htm. The results of this analysis are referenced in subsequent
WRAP analyses, including An Assessment of Critical Mass for the Regional SO, Trading Program (ICF 2002)
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Figure 9. Electricity Generated By New Mexico Power Plants, 1990-2020
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Figure 10 illustrates the GHG emissions associated with the mix of electricity generation shown
in Figure 9. From 2005 to 2020, the emission from New Mexico electricity generation are
projected to grow at 1.3% per year, slower than the 2.5% growth in electricity generation, due to
increased natural gas generation and assumed increases in energy efficiency of new coal plants
that are built after 2010 (compared to efficiency of existing units today). As a result, the
emission intensity (emissions per MWh) of New Mexico electricity is expected to decline by
about 10% (from 0.91 MTCO2/MWh in 2000 to 0.82 MTCO2/MWh in 2020).

Figure 10. CO, Emissions Associated with Electricity Production (Production-Basis),
Includes Exports
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Figure 11 shows the “net-consumption-basis” emissions from 1990 to 2020. Total emissions
match those shown in the previous “production-basis” chart; here, however, a significant fraction
is attributed to net electricity exports as shown in the top area.
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Figure 11. CO, Emissions Associated with Electricity Use (Consumption-Basis) and
Exports
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Key uncertainties and next steps

As noted above, these estimates are subject to a number of uncertainties. Perhaps the uncertainty
with the most important implications for GHG emissions is the type, size, and number of power
plants built in New Mexico between now and 2020. As noted above, there are also significant
uncertainties associated with projecting electricity consumption in the State, as well as in the
estimation of consumption-based electricity emissions (i.e. which electricity sources serve New
Mexico loads). If a consumption-based emissions approach is adopted by the State, further
analysis should be directed towards the resources that utilities use to meet New Mexico loads,
and methods that can be reliably used to track them.
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Appendix B. Fossil Fuel Industry Emissions

The oil and gas industry has played an instrumental role in New Mexico’s economy and
livelihoods for more than 70 years. Oil and gas revenues currently provide about 20% New
Mexico’s General Fund -- down from historic highs of nearly 90% -- and the industry provides
employment for about 10,000 New Mexicans.” The State currently ranks second in the nation in
natural gas production and fifth in crude oil production.” It is also a leader in both the
production and reserves of carbon dioxide, which is used largely for enhanced oil recovery.

Natural gas production is concentrated in the northwestern corner of the State (San Juan Basin),
while oil production occurs predominantly in the southeast (Permian Basin). (See Figure 12) As
of 2002, over 700 oil and gas industry-related companies operated in the State, working 21,771
oil wells, 23,261 gas wells, 456 CO2 wells, 4,097 enhanced recovery injection wells and 597 salt
water disposal wells.” In response to expectations of strong US natural gas demands and firm
prices, it is expected that another nearly 10,000

gas wells may be drilled in the San Juan Basin in ~ Figure 12. Fossil Fuel and CO2

coming years.”” In addition, there are over 4,500  Producing Regions of New Mexico
inactive, non-plugged oil and gas wells that
could potentially be returned to production.”

While coalbed methane (CBM) supplies less than
10% of total US natural gas production, it
accounts for nearly a third of New Mexico’s
natural gas production: 487 of the 1625 billion
cubic feet (BCF) produced in 2002.** Coalbed
methane is found throughout the Rocky
Mountain Region, including the Raton and San
Juan Basins that span both Colorado and New
Mexico. The Fruitland Coal formation of the San
Juan Basin is the largest CBM source in the US.

CBM production from the New Mexico portion
of the San Juan Basin peaked in 1999 at over 610 Active coal mine ® Oilzas bas
Bcf (billion cubic feet), and has since dropped Q@ CO2 production @ Coal field
under 500 BCF annually since 2002. At the

same time, increased drilling in response to

expected high demand and prices for natural gas
could postpone further decreases in CBM production. Overall, future oil and gas production

Source: http://geoinfo.nmt.edu/resources/petroleum/

2 EMNRD, 2003. New Mexico’s Natural Resources 2003 http://www.emnrd.state.nm.us/Mining/resrpt/default.htm
% US DOE Energy Information Agency website.

' ENMRD, 2003.

32 Bureau of Land Management, 2003. Farmington Resource Management Plan with Record of Decision, December
2003. Farmington Field Office.

¥ EMNRD, 2003

* EMNRD, 2003 and data provided separately by the Oil Conservation Division.
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levels remain highly uncertain, dependent on prevailing oil and gas prices and the potential
development of new reserves.

Oil and Gas Industry Emissions

The sheer number and wide diversity of oil and gas activities in New Mexico present a major
challenge for greenhouse gas assessment. Emissions of carbon dioxide and methane occur at
many stages of the production process (drilling, production, and processing/refining), and can be
highly dependent upon local resource characteristics (pressure, depth, water content, etc.),
technologies applied, and practices employed (such as well venting to unload liquids which may
result in the release of billions of cubic feet of methane annually). With over 40,000 oil and gas
wells in the State, three oil refineries, several gas processing plants, and tens of thousands of
miles of gas pipelines in the State — and no regulatory requirements to track CO, or CHy4
emissions — there are significant uncertainties with respect to the State’s GHG emissions from
this sector.

At the same time, considerable research — sponsored by the American Petroleum Institute, the
Gas Research Institute, US EPA, and others — has been directed towards developing relatively
robust GHG emissions estimates at the national level. For the national GHG inventory, US EPA
uses a combination of top-down and detailed bottom-up techniques to estimate national
emissions of methane from the oil and gas industry (USEPA, 2005). As noted earlier, US EPA
has also developed a tool (SGIT) that enables the development of state-level GHG estimates,
whereby emissions-related activity levels (numbers of wells, and amount of oil and gas
produced) can be multiplied by aggregate emission factors to yield rough estimates of total CH4
emissions. Furthermore, EIA provides estimates of fuel used in New Mexico for natural gas
production, processing, and distribution, which enables the estimation of CO2 emissions.

These sources provide a starting point for analysis of New Mexico’s oil and gas industry
emissions. Additional data and insights have been solicited from industry sources, including the
New Mexico Oil and Gas Association (NMOGA) and individual facility managers, US EPA
staff, and State agency experts. These sources provided “ground truthing” on several aspects
related to State emissions. For example:

¢ Qil refiners and NMED provided access to permit data that includes estimated fuel
consumption. These sources suggest that refinery gas use is over twice the level
suggested by EIA data.

e USEPA staff remarked that methane emissions from well venting activities in New
Mexico, especially at low pressure CBM sites where the build up of liquids may require
venting, appear to be quite significant, perhaps on the order of 40 BCF annually (1.6
million MMtCO»eq).”

% Personal communication, Roger Fernandez. (It also appears that that some producers have been able modify
practices to reduce well venting emissions by about 50%, suggesting a potentially significant source of emission
reductions.) This is only one of several significant sources of methane emissions from gas production. The
preferred USEPA (SGIT) approach for estimating natural gas production emissions, which involves multiplying
national aggregate per well CH4 emissions by the number of New Mexico wells, yields total methane emissions
estimates that are significantly less than the national average (per unit natural gas produced), which does not appear
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* NMOGA provided separate estimates for several emissions sources, including carbon
dioxide emissions from gas well site equipment (gas combustion in engines, tank heaters,
and field separators), and methane and carbon dioxide emissions from venting and
flashing activities at field sites. While these data only cover gas production activities in
the San Juan Basin, they suggest rates of field gas use (carbon dioxide) and methane
emissions that are 50% to 70% higher than the above (EPA-based) estimates. We
consider these rates below in a sensitivity analysis.

* Raw gas that emerges from gas and oil wells often contains “entrained” CO, in excess of
pipeline specifications. This CO,is typically separated at gas processing plants and
vented to the atmosphere (except in some other states, such as Wyoming and Texas,
where it is compressed and transported for enhanced oil recovery).”® In the case of New
Mexico, the CO, concentrations of Fruitland CBM are known to be quite significant
(currently around 18%), and these concentrations have been rising over time. Data
provided by the Oil Conservation Division of EMNRD and NMOGA enable estimates of
entrained CO, emissions. Though these estimates cover only Fruitland CBM, which
accounts for less that a third of New Mexico gas production, it is thought that this is the
most significant source of entrained CO2 in the State.

* CO; from enhanced oil recovery — In New Mexico, carbon dioxide is extracted from
natural formations (Bravo Dome), piped to oil fields, and injected into wells in order to
increase yields. Any release of this CO2 during the extraction, transmission, injection, or
oil production processes would lead to net emissions to the atmosphere. At the national
level, USEPA currently excludes any such emissions from the national inventory, since
they are not well understood. In the case of New Mexico practices, NMED is currently
looking into available information to assess where any estimates are possible.

Table 12 provides an overview of the methods used to estimate and project GHG emissions from
the various oil and gas sector activities. As shown, a variety of methods were used, in general
relying upon local data and guidance from industry and other experts wherever possible.

Several factors will drive future GHG emissions from New Mexico’s oil and gas sector, among
them:

* Future oil and gas production activity. This is perhaps the most important, yet most
uncertain variable that will affect future GHG emissions. One assessment suggests that
barring further discovery or development of new reserves, coalbed methane production
will remain level for one or two more years, and then begin declining at rate of 13%
annually as the fields are depleted.”” Conventional gas production in the San Juan Basin,
under this assessment, would remain flat through the end of the decade, and similarly
begin declining at 13% per year. (This assessment covered only the San Juan Basin)

justified. Based on discussions with USEPA staff, it was felt that their alternative (SGIT) method — using the New
Mexico production-weighted share of national natural gas production methane emissions — would be a better
approach for developing initial methane emissions estimates.

3 On a national level, the USEPA GHG inventory suggests that these entrained CO, emissions are quite significant
(about 25 MMtCO2in 2002). However, USEPA is still working to systematically incorporate this emissions source
into the national inventory, given concerns about double counting emissions in locations (outside New Mexico)
where this CO, may be used for enhanced oil recovery.

37 Bernstein Research Call, May 27, 2005.
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Not surprisingly, there are many competing views on the future of oil and gas
production, and prognostications of declining production have been made in the past.
Total statewide natural gas production has been relatively steady from 1997 to 2004,
varying by less than 6% over this 8-year time period. Thus another possible scenario is
that additional reserves are found and exploited such that production remains constant

through 2020.

Given these uncertainties, two scenarios are considered, as follows:

o Scenario A: Continued oil and gas production at 2003/2004 levels through 2020.

o Scenario B: CBM production at 2003/2004 levels through 2007, 13% annual

decline thereafter. Conventional gas production and oil production at 2003/2004
levels through 2010, 13% annual decline thereafter. No changes in oil

production are assumed.

The implications of these scenarios in terms of oil and gas production are depicted in

Figure 13 below.

Figure 13. Two Scenarios for Future Oil and Gas Production
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* Number of operating wells. As many of the oil and gas fields play out, more operating
wells may be needed to maintain production levels. Some emissions, fugitive methane

Million Barrels (Qil)

in particular, may depend on the number of operating wells as much as on total oil and
gas production. The projected increase in the number of operating wells is based on the
estimates contained in the BLM’s Resource Management Plan for the San Juan Basin.
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Note that this estimate will likely need to be adjusted to correspond to the oil and gas
production scenario chosen above.

* Changes in production, processing, and pipeline technologies and practices. In response
to industry and USEPA emission reduction initiatives (e.g. GasStar), as well as
technological advancements, progress has been made in lower GHG emissions per unit
of oil and gas produced and delivered. Further improvements are likely, but have not
been estimated for this initial analysis.

Key assumptions are noted in Table 11.

Table 11. Key Assumptions for the Oil and Gas Sector Projections

Parameter Assumption
Natural Gas and Qil Scenario A: Flat oil and gas production through 2020
Production Scenario B: Declining gas production

See text for details

Oil Refinery

. No changes in refinery activities (or emissions) are presently assumed.
Production g v ( )arep Y

GHG emissions per | Potential emissions savings particularly for methane could be considerable, but are not
unit input/output considered here due to lack of information.

Coal Production Emissions

Methane occurs naturally in coal seams, and is typically vented during mining operations for
safety reasons. This methane is typically referred to as “coal mine methane” in contrast coal bed
methane, which is associated with coal seams (such as Fruitland) that are not expected to be
mined.

Historical coal mine methane emissions were estimated using the EPA SGIT tool, which
multiplies coal production times an average emission factor, depending on the mine type. Coal
mine methane emissions are considerably higher, in general, per unit of coal produced, from
underground mining than from surface mining.

As of 2003, six surface mines were operation in New Mexico. In 2001, underground operations
commenced at the San Juan coal mine, and since then surface operations at one other mine
(Ancho) has been significantly curtailed. The increasing share of underground coal in recent
years has led to an increase in estimated coal mine methane emissions from about 0.2 MMtCO2e
to 0.7 MMtCO2e.
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Future coal mine methane emissions will depend on the extent to which operations continue to
move underground (which could increase emissions significantly) and/or new coal mining
operations change in response to demands from the power market. No effort has yet been made
to estimate these potential changes.
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Table 12. Emissions Sources and Estimation Methods for the Oil and Gas Sector

Activity Emissions Source Approach to Estimating Projection Approach
Historical Emissions
CO, from field use of FIA data .
Natural Gas natural gas Changes with number of
Drilling and NM share of national emissions operating wells. (CH,
Field CH. from leaks (based on total production). EPA emissions savings due to
1€ . ven tir41 UDsets ejcc staff separately estimate 40 BCF further NG Star activity not
Production & UPSES, €1¢- 1 ch, (1.6 MMItCO2¢) could result considered).
from well venting alone.
O o el
Based on NMOGA estimates of (;lslanr%edsuzliglntgiaf{os:?}tl?iiz
CO2 concentration, and NM Oil & opf entrained CO2. with
Natural Gas CO, released fro Conservation Division estimates . >
. . . . Fruitland gas production. CO,
Processing entrained CO, of gas production, for the Fruitland . .
. concentrations of Fruitland
CBM field. No estimates made .
. CBM are assumed to increase
for other gas production sources. based on recent trends
CH, from leaks, NM share of national emissions '
venting, upsets, etc. (based on state vs. US production)
CO, from fuel use FIA data . .
(pumps, compressors) Distribution emissions grow
Natural .Gzo‘s NM share of transmission & with state gas consumption. No
Transmission distribution national emissions, changes currently assumed for
and CH, from leaks, based on NM share of national transmission-related emissions.
Distribution venting, upsets, etc. transmission line mileage Could decrease due to further
(transmission) and natural gas NG Star activity.
consumption (distribution)
Oil CQ, from fuel use EIA data Grows with state oil
. CH, from leaks, .
Production venting, upsets SGIT tool. production.
CO, from on-site fuel Based on fuel use and capacity as
use (refinery gas and reported to NMED in permit data.
QOil Refining natural gas) No annual variations considered. | Grows with oil refinery output.
CH, from leaks and SGIT tool (included with
combustion production above)
CO, from field use of . .
0Oil natural gas No estimates available Grows with state oil
Transport CH, from combustion SGIT tool (included with production.
production above)
CO,: Fugitive Losses Not 1ncluded{n0 information w/a
available.
Carbon CO,: Enhanced Oil Not yet estimated n/a
Dioxide Recovery
1 V)
Production CO,: Other uses (shown Production data. Assume only 1%

with industrial process
emissions)

is for non-oil recovery applications
(EMNRD as cited in USEPA,
2005).

No changes assumed.

Center for Climate Stratesies

35






Draft New Mexico GHG Inventory and Reference Case Projection — June 2005

Overall Results

The resulting emissions estimates for the fossil fuel industry are shown in Table 13 below. As
shown, total fossil fuel industry emissions are quite significant, increasing from 15 to nearly 20
MMtCO2e during the 1990s, largely as the result of increased gas production, and in particular
of coalbed methane, which led to an increase in the release of entrained carbon dioxide by over 4
MMtCO?2. Under the flat oil and gas production scenario (A) shown in this table, GHG
emissions would likely remain near 2000 levels through 2020, assuming no new and major
efforts to reduce fuel use and/or emissions.

Table 13. Emissions Estimates for the Oil and Gas Sector, by Source and Gas, 1990-2020
(Scenario A)

(Million Metric Tons CO2e) 2020 Explanatory Notes for Projections
Fossil Fuel Industry 15.2 19.5 20.3 20.7
Natural Gas Industry 127 17.0 173 17.7
Production
Fuel Use (CO2) 1.8 2.0 1.9 1.9 grows with gas production
Methane Emissions (CH4) 1.9 3.4 3.7 3.7 grows with gas production
Processing
Fuel Use (CO2) 1.9 2.1 20 2.0 grows with gas production
Methane Emissions (CH4) 0.8 0.8 0.9 0.9 grows with gas production
Entrained Gas (CO2) 0.8 5.0 5.2 5.6 grows with CBM prod & CO2 concentration
Transmission
Fuel Use (CO2) 4.2 2.3 2.3 2.3 no change assumed from 2003 on
Methane Emissions (CH4) 1.0 0.9 0.9 0.9 no change assumed from 2003 on
Distribution
Fuel Use (CO2) included in transmission (above)

Methane Emissions (CH4) 0.4 0.4 0.3 0.4 grows with gas consumption

Oil Industry 23 23 23 23
Production
Fuel Use (CO2) included in industrial oil use (above)
Methane Emissions (CH4) 0.7 0.7 0.7 0.7  grows with oil production
Refineries
Fuel Use (CO2) 1.6 1.6 1.6 1.6  assumes no major changes
Methane Emissions (CH4) included in oil production (above)
Coal Mining (Methane) 0.2 0.2 0.7 0.7 no change assumed from 2003 on

These results as noted earlier are highly sensitive to several assumptions, most notably emissions
rates associated with natural gas production activities and future trajectories for oil and gas
production. If the emissions rates estimated by NMOGA for oil and gas activities in the San
Juan Basin (in 2002) are assumed to apply for all gas production activities in the State, then
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natural gas production emissions would be about 3 to 4 MMtCO2e higher than shown in Table
13.%*

If one assumes a declining path for future natural gas production as laid out in Scenario B above,
projected emissions would be significantly lower than shown in Table 13 above. By 2010,
emissions would be 2.6 MMtCO2e lower than under Scenario A. By 2020, natural gas
production and processing emissions would drop by over 75%, resulting in emissions 11
MMtCO2 lower than shown above. This drop is illustrated in Figure 6 below. (The absolute
drop in emissions would be even greater if the NMOGA-based emissions estimates are
assumed.)

Figure 14. GHG Emissions from Natural Gas Production and Processing, Two Scenarios
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(See Section 1 for a discussion of consumption-based emissions for fossil fuel production
activities)

Major Uncertainties and Other Issues

The uncertainties in emissions for the fossil fuel industry are perhaps more significant than in
any sector other than forestry. Methane emissions and entrained carbon dioxide emissions in gas
production and processing represent over half of these emissions. However, these emissions are
not directly monitored and can only be estimated using industry assumptions. Field practices can
vary considerably, e.g. with respect to flashing and venting, depending on the operator and the
resource involved, and there is no monitoring of these practices. There are also significant with

* Estimated emissions for 2002 (not shown) would be 2.5 MMtCO2e higher for methane, and 0.9 MMtCO2e higher
for carbon dioxide.
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respect to methane emissions in transmission and distribution systems, since there is no
systematic monitoring and emissions from venting and leaks can vary considerably from site to
site.
In addition, significant uncertainties remain with respect to:

* The quality of historical data on field, processing, and pipeline use of natural gas.

* (CO2 emissions from enhanced oil recovery, which have not been estimated.

* Refinery fuel use. EIA indicates less than half the refinery fuel use as indicated by
refinery permit data.

* Coal mine methane. More accurate estimates would require mine-specific measurements.
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Description of Sources of Methane emissions in the Qil and Gas Industry
Excerpted from the US national GHG inventory (USEPA, 2005)

Petroleum Systems

*  Production Field Operations. Production field operations account for over 95 percent of total CHsemissions
from petroleum systems. Vented CH. from field operations account for approximately 83 percent of the
emissions from the production sector, fugitive emissions account for six percent, combustion emissions ten
percent, and process upset emissions barely one percent. The most dominant sources of vented emissions are
field storage tanks, natural gas-powered pneumatic devices (low bleed, high bleed, and chemical injection
pumps). These four sources alone emit 79 percent of the production field operations emissions. Emissions
from storage tanks occur when the CH.entrained in crude oil under pressure volatilizes once the crude oil is
put into storage tanks at atmospheric pressure.

*  Crude Oil Transportation. Crude oil transportation activities account for less than one percent of total CH.
emissions from the oil industry.

*  Crude Oil Refining. Crude oil refining processes and systems account for only three percent of total CHa
emissions from the oil industry because most of the CH4in crude oil is removed or escapes before the crude
oil is delivered to the refineries.

Natural Gas Systems

*  Field Production. In this initial stage, wells are used to withdraw raw gas from underground formations.
Emissions arise from the wells themselves, gathering pipelines, and well-site gas treatment facilities such as
dehydrators and separators. Fugitive emissions and emissions from pneumatic devices account for the
majority of emissions. Emissions from field production accounted for approximately 34 percent of CH4
emissions from natural gas systems in 2003.

*  Processing. In this stage, natural gas liquids and various other constituents from the raw gas are removed,
resulting in “pipeline quality” gas, which is injected into the transmission system. Fugitive emissions from
compressors, including compressor seals, are the primary emission source from this stage. Processing plants
account for about 12 percent of CH4 emissions from natural gas systems.

*  Transmission and Storage. Natural gas transmission involves high pressure, large diameter pipelines that
transport gas long distances from field production and processing areas to distribution systems or large
volume customers such as power plants or chemical plants. Compressor station facilities, which contain
large reciprocating and turbine compressors, are used to move the gas throughout the United States
transmission system. Fugitive emissions from these compressor stations and from metering and regulating
stations account for the majority of the emissions from this stage. Pneumatic devices and engine exhaust are
also sources of emissions from transmission facilities. Natural gas is also injected and stored in underground
formations, or liquefied and stored in above ground tanks, during periods of low demand (e.g., summer), and
withdrawn, processed, and distributed during periods of high demand (e.g., winter). Compressors and
dehydrators are the primary contributors to emissions from these storage facilities. Methane emissions from
transmission and storage sector account for approximately 32 percent of emissions from natural gas systems.

*  Distribution. Distribution pipelines take the high-pressure gas from the transmission system at “city gate”
stations, reduce the pressure and distribute the gas through primarily underground mains and service lines to
individual end users. Distribution system emissions, which account for approximately 22 percent of
emissions from natural gas systems, result mainly from fugitive emissions from gate stations and non-plastic
piping (cast iron, steel). An increased use of plastic piping, which has lower emissions than other pipe
materials, has reduced the growth in emissions from this stage.
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Appendix C. Transportation Energy Use

The transportation sector is a major source of GHG emissions in New Mexico — large distances,
dispersed population and export-based industry lead to high transportation demand and energy
consumption (NMDOT 2004)*. New Mexico has the largest State road system, measured in
lane miles, of all the Rocky Mountain States.” Arizona, Utah and Colorado have higher annual
vehicle miles traveled (VMT) than New Mexico due to higher populations but New Mexico has
a much greater fraction of VMT from freight vehicles (which consume more energy and generate
more emissions per mile), much of this for interstate traffic.

By way of comparison, vehicles in New Mexico traveled about 19 billion miles in 2002,
compared with 40 billion miles in Colorado. However 19% of the VMT in New Mexico was
from freight, compared with 8% in Colorado — indicating similar total freight VMT in each
state.*’ According to the New Mexico 2025 Statewide Multimodal Transportation plan, “local
trucking industry experts predict that commercial truck traffic will double in New Mexico in the
next ten years.”* This report also notes that 85% of commercial traffic on I-10 and I-40 is
simply crossing the State, without delivering or picking up any freight.

As shown in Figure 16, these conditions influence the State’s GHG emissions. While gasoline
consumption, which accounts for the majority of transportation GHG emissions, increased by
26% from 1990 to 2003 (same rate as the population growth), diesel use increased by 77%.*"
Energy consumption and emissions from air travel increased by only 8% during the 1990s, while
natural gas and other fuels (accounting for less than 1% of emissions) decreased during this same
time period.

Since 1990/91, Bernalillo County has had oxygenate requirements for their winter gasoline that
may be met by mixing ethanol with gasoline. Ethanol consumption is deducted from fuel sales
reported by EIA SEDS in order to calculate GHG emissions from gasoline use.* (Since ethanol
is a biomass-derived fuel, its CO2 emissions are not typically counted in inventory
assessments.*’)

¥ NMDOT 2005. New Mexico 2025 Statewide Multimodal Transportation Plan.
http://www.nmshtd.state.nm.us/upload/images/Long_Range_Planning_Section/GuidingPrinciples/FulfillingNMDO
Ts_GuidingPrinciples.pdf

027,346 lane miles, compared with the Rocky Mountain state average of 17,744 lane miles

“ Data from NMDOT 2004 Facts and Figures 2004
http://www.nmshtd.state.nm.us/upload/images/pdf/factsandfigures.pdf

2 Page 31, NMDOT, 2005.

* Data from NMDOT (personal communication, R. Olcott) and EIA SEDS show similar trends in gasoline and
diesel consumption.

“ Based on information regarding the months ethanol is blended (4), and oxygenate requirements (7.7%), ethanol
consumption is estimated at 12 million gallons in 1990 and 73 million gallons in 2003.

* Nonetheless, ethanol, like gasoline, can require significant upstream GHG emissions in production and refining.
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Figure 15. GHG Emissions by Fuel, 1990-2003
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Source: NM DOT for gasoline and diesel and EIA SEDS for all other fuels. Increase in diesel use in 1993 may
be an artifact of data collection methods and needs to be double-checked.

GHG emissions from transportation are expected to grow considerably over the next 15 years
due to population growth and increased demand on transportation services. New Mexico studies
suggest vehicle miles traveled (VMT) will continue to grow faster than population.*® As a
simplifying assumption, it is projected that energy consumption per VMT (i.e. vehicle fuel
economy) will remain constant from 2002 to 2020. The assumption of constant energy per
VMT is a place-holder until better information is available for New Mexico."” Other
assumptions are listed in Table 14.

These assumptions combine to produce more than a 50% increase of transportation sector GHG
emissions from 2000 to 2020. Diesel consumption shows the greatest increase (80%), due to the
assumed growth in VMT. Both jet fuel and gasoline are expected to increase at slightly more
than population growth.

* The New Mexico 2025 Statewide Multimodal Transportation Plan is the primary source for VMT growth
estimates. This report assumed average annual growth of 1.8% per year (an analysis for the area surrounding and
including Bernallilo County assumed VMT growth rate of 1.9% per year (B Ives per com 2005). As reported at the
start of the appendix, the 2025 Statewide Plan indicates that some experts are projecting freight VMT to double over
the next ten years — this implies an annual growth rate of 7.3%. However, that rate was not used in the analysis in
the 2025 Statewide Plan. The projections reported here use a 3.6% growth rate for freight VMT, an intermediate
point between the personal VMT projections and the assumed doubling in 10 years. This growth rate is twice the
rate of personal VMT growth, but half the rate of that implied by doubling in 10 years. Further analysis is suggested
here.

" Neither the Mid-County Council County of Government planners nor the NMDOT planners project energy
consumption directly. EIA AEO2005 shows this rate declining for both the country and the Rocky Mountain region.
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Table 14. Key Assumptions and Methods for Transportation Projections

Passenger VMT The average annual growth rate for VMT is assumed to be 2% from
growth 2002 to 2020, based on New Mexico 2025 report.
Gasoline Gasoline use is assumed to grow with passenger VMT; no change in
consumption gasoline use per VMT is assumed.
Ethanol Average annual ethanol consumption is assumed to remain at 0.7% of
consumption total gasoline consumption (representing Bernalillo county winter fuel

requirements).

Freight VMT growth

The average annual growth rate for VMT is assumed to be 3.6% from
2002 to 2020.

Diesel consumption

Diesel use is assumed to grow with freight VMT; no change in diesel
use per VMT is assumed.

Aviation fuel, jet
fuel, natural gas and

The average annual growth rates for these fuels are based on EIA
AEO2005 growth rates for region (2.5% for aviation gasoline and jet
fuel, 0% for natural gas and 5% for propane). Ethanol consumption is

propane
projected to grow by 7.8% per year (EIA AEO2005).
Figure 16. Transportation GHG Emissions, 1990-2020
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With respect to the historical inventory, uncertainties with respect to transportation fuel use and
emissions are relatively low. Fuel use estimates are based on NMDOT data drawn from tax
receipts, and USEPA fuel-specific CO2 emission factors are relatively accurate. The principal
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uncertainties, not surprisingly, relate to projections of future emissions, in particular the
projected rate of VMT growth for freight and passenger vehicles. In particular for freight VMT,
there are significant differences between what EIA projects for the region and the implications of
the ten-year doubling in truck traffic projected by NM DOT. Discussions are underway with
staff at the Strategic Planning Bureau of NMDOT and the Mid-County Council of Governments
to resolve some of these differences.

Another key uncertainty is projected energy consumption per VMT. Since many of the issues
that have high importance for planners (congestion, local air pollution) are only indirectly related
to energy consumption, estimates for this information for New Mexico may not be available
from local transportation planning offices.
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Appendix D. Residential, Commercial, and Non-Fossil Fuel
Industrial Energy Use

This appendix reports GHG emissions from fuel consumption in the residential, commercial®

and non-fossil fuel industrial (RCI) sectors. GHG emissions from non-energy sources (such as
cement production) are reported in Appendix E, while emissions from the fossil fuel industries
are reported in Appendix B.* The RCI sectors emit carbon dioxide, methane, and nitrous oxide
emissions as fuels are combusted for space heating, process heating, and other applications.
Carbon dioxide accounts for over 99% of these emissions on a tCO2e basis.

Direct use of coal, o0il*, natural gas, and wood”' in these sectors resulted in about 7 MMTCO2e
of GHG emissions in 2002. Since these sectors consume electricity, one can also attribute
emissions from electricity consumption to these sectors.” If electricity-related emissions are
included, then these sectors account for nearly 28 MMTCO2e in 2002, with electricity use
accounting for three-fourths of RCI emissions. If past trends continue — relatively rapid growth
in electricity use combined with slower growth in the use of gas, oil, and coal — electricity will
increasingly dominate the RCI sectors in New Mexico both in terms of energy use and GHG
emissions.

Overall electricity consumption for the three sectors increased by an average of 2.8% per year
from 1990 to 2002; electricity-related emissions grew at a slower annual rate of 2.2%, as
emissions per kWh declined (see Appendix A). Nearly half of direct fuel use occurs within the
industrial sector, and this has declined in recent years, mostly likely due to decreased activity in
the mining and smelting industries.

Reference case emissions GHG estimates depend upon projections of energy use by sector and
source. As described in Appendix A, overall, New Mexico electricity use is projected to grow at
2.5% per year, only slightly slower than in the past decade. Lacking detailed projections for the
State, it is further assumed, for the purposes of this initial analysis, the relative growth rates
among individual RCI sectors will follow a pattern similar to recent history, as illustrated in
Table 15.

* The commercial sector “consists of service-providing facilities and equipment of: businesses; Federal, State, and
local governments; and other private and public organizations, such as religious, social, or fraternal groups. The
commercial sector includes institutional living quarters. It also includes [energy consumed at] sewage treatment
facilities” EIA 2002. State Energy Data 2001, Technical Notes, page 5.
http://www.eia.doe.gov/emeu/states/sep_use/notes/use_intro.pdf

49 Efforts were made to ensure that fuel use by fossil fuel industries reported in Appendix B are not included (i.e.
double counted) in this section.

% Propane (aka LPG or liquid petroleum gas) use is included in oil consumption.

> Emissions from wood combustion include only N20 and CH4. Carbon dioxide emissions from biomass are
assumed to be “net zero” consistent with USEPA and IPCC methodologies, and any net loss of carbon stocks due to
biomass fuel use should be picked up in the land use and forestry analysis.

32 One could similarly allocate consumption-basis GHG emissions from gas, oil, and coal production, however this
would have a much smaller effect, as upstream emissions are typically only about 5-25% of combustion-related
emissions on a tCO2e per BTU basis.
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Growth rates for natural gas consumption are based on projections from Public Service Company
of New Mexico (GDS Associates Inc 2005).” For the direct use of coal and oil, regional
projections from the EIA Annual Energy Outlook 2005 are used, and adjusted for New Mexico’s
growth rates of population and employment, resulting in the growth rates shown in Table 16.

Table 15. Electricity Sales Annual Growth Rates, Historical and Projected

Sector 1990-2002 2002-2020
Residential 3.3% 2.9%
Commercial 3.3% 3.0%
Industrial 1.6% 1.4%
Total 2.8% 2.5%

Table 16. Projected Annual Growth in Energy Use, by Sector and Fuel, 2002-2020

1990-2002  2002-2010  2010-2015  2015-2020

Residential
natural gas 1.2% 2.2% 2.2% 2.2%
petroleum 6.1% 1.8% 1.6% 1.0%
Commerecial
natural gas -1.0% 2.4% 2.4% 2.4%
petroleum 0.4% 2.5% 1.2% 0.5%
Industrial
natural gas 2.4% 0.2% 0.2% 0.2%
petroleum -1.7% 3.8% 1.4% 1.1%
coal 6.1% 1.2% -0.6% -0.7%

Figure 17, Figure 18, and Figure 19 illustrate historical and projected emissions for the
residential, commercial, and industrial sectors from 1990 to 2020. Electricity consumption
accounts for the largest component of each sector’s emissions. Both the residential and
commercial sectors show significant growth in emissions from 2002 to 2020, due to assumed
strong growth in both electricity and natural gas consumption. In the residential sector energy
consumption grows at slightly faster rate than population growth, a reflection of increased
affluence and service provision (more appliances, etc.). In the commercial sector, electricity
consumption outpaces employment while natural gas consumption increases at about the same
rate as employment.

Industrial sector emissions 1990 to 2002 vary from year to year, reflecting variations in business
activity. From 2002 to 2020, the assumed growth rate for industrial sector electricity

3 GDS Associates Inc. 2005 The Maximum Achievable Cost Effective Potential for Natural Gas Energy Efficiency
in the service area of PNM. Final Report for PNM, submitted April 30, 2005.
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consumption is about half the employment growth with very low growth for natural gas
consumption. For both the commercial and industrial sectors energy consumption and resulting
GHG emissions are expected to grow at a slower pace than State economic activity, indicating an
overall decrease in GHG intensity.™

Figure 17. Residential Sector GHG Emissions from Energy Use
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Figure 18. Commercial Sector GHG Emissions from Energy Use

14

12
e 10 m Electricity
8 8 o Natural Gas
E 6 r1 Petroleum
=

4

2

1990 1995 2000 2005 2010 2015 2020

> These estimates of growth relative to population and employment reflect expected responses — as modeled by
PNM, other electric utilities and the EIA NEMS model -- to changing fuel and electricity prices and technologies, as
well as structural changes within each sector (subsectoral shares, energy use patterns, etc.).
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Figure 19. Industrial Sector GHG Emissions from Energy Use
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Key Uncertainties
Key sources of uncertainty underlying the inventory and projections are as follows:

* Population and economic growth are the principal drivers for electricity and fuel use and
are subject to significant uncertainties.

* The projections assume no large long-term changes in relative fuel and electricity prices,
as compared with current levels and US DOE projections. Should changes would
influence consumption levels and encourage switching among fuels.

* Itis assumed that energy consumed at military bases and national laboratories are
included in the energy statistics from the EIA. However, under-reporting may have
occurred but estimating that impact is beyond the scope of this effort.

*  Growth of major industries — the energy consumption projections assume no new large
energy-consuming facilities and no major changes in mining activity. A few large new
facilities — or the decline of major industries — could significantly impact energy
consumption and consequent emissions.
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Appendix E. Industrial Process and Related Emissions

Emissions in this category span a wide range of activities, and reflect non-combustion sources of
CO2 from industrial manufacturing (cement, lime, and soda ash production), the release of
hydrofluorocarbons (HFCs) from cooling and refrigeration equipment, the use of various
fluorinated gases in semiconductor manufacture (perfluorocarbons or PFCs as well as HFCs),
and the release of sulfur hexafluoride (SF6) from electricity transformers.

Overall industrial processes and related emissions as shown in Figure 20, more than tripled from

1990 to 2000 and are expected to continue to grow through 2020. The contributions of each sub-
category are shown in Figure 21 and explained below.

Figure 20. GHG Emissions from Industrial Processes, 1990-2020
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Figure 21. GHG Emissions from Industrial Processes, 1990-2020, by Source
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From 1990 to 2005 the semi-conductor industry was one of the largest contributors of GHG
emissions from industrial processes. These emissions peaked in 1997 but have decreased
significantly since then — largely due to voluntary actions by the industry. Intel, the largest
manufacturer in New Mexico, provided estimates of its PFC emissions from 1995 to 2004, along
with projections to 2010; no estimates were obtained for other manufacturers. Emissions beyond
2010 could increase due to increases in semi-conductor manufacturing, or decrease due to
process change and/or continued industry efforts to reduce emissions. Projections from the US
Climate Action Report™ shows expected decreases in PFC emissions at the national level due to
a variety of industry actions to reduce emissions, and the rate of decline from that report was
applied for emissions from 2010 to 2020.>°

After 2005, emissions from HFCs in refrigeration and air conditioning equipment dominate the
category and show strong growth through 2020. HFCs are being used to substitute for ozone-
depleting substances (ODS), most notably CFCs (also potent warming gases) in compliance with
the Montreal Protocol.”” Even low amounts of HFC emissions, from leaks and other releases

Byus. Department of State, U.S. Climate Action Report 2002, Washington, D.C., May 2002.
http://yosemite.epa.gov/oar/globalwarming.nsf/UniqueKeyLookup/SHSU5BNQ76/$File/ch5.pdf

% Similarly, the Intel data was extrapolated back to 1990, based on 1995 data from Intel and annual change in the
national emissions from the US inventory (US EPA 2005 Inventory of US Greenhouse Gas Emissions and Sinks:
1990-2003)

7 ODS substitutes are primarily associated with refrigeration and air conditioning, but also many
other uses such as fire extinguishers, solvent cleaning, aerosols, foam production ns for ODS
substitutes depend on technology characteristics in a range of equipment. For the US national inventory, a detailed
stock vintaging model was used, but such analysis has not been completed at the state level. This report uses the
EPA SGIT procedure of estimating state-level emissions based on the state’s fraction of US population and the US
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under normal use of the products, can lead to high GHG emissions. Emissions from the ODS
substitutes in New Mexico are estimated to have increased from 0.002 MMTCO2e in 1990 to 0.5
MMTCO2e in 2000, with further increases of 8% per year expected from 2000 to 2020. The
estimates for the emissions in New Mexico are based on the State’s population and estimates of
emissions per capita from the US EPA national GHG inventory.™

Emissions of SF6 from electrical equipment have experienced declines since the early-nineties
(see Figure 21), mostly due to voluntary action by industry. Emissions for New Mexico from
1990 to 2003 were estimated based on the estimates of emissions per kWh from the US EPA
GHG inventory (US EPA 2005 Inventory of US Greenhouse Gas Emissions and Sinks: 1990-
2003) and New Mexico’s electricity consumption. The US Climate Action Report™ shows
expected decreases in these emissions at the national level, and the same rate of decline is
assumed for emissions in New Mexico The decline in emissions in the future reflects
expectations of future actions by the electric industry to reduce these emissions.

Cement production emits CO2 during the calcination process, whereby calcium carbonate
(CaCO3) is converted to calcium oxide (CaO). This process also requires significant energy
consumption; emissions related to fuel use at cement plants are reported in the RCI section
above. The process emissions are directly related to the amount of clinker and masonry cement
produced. New Mexico has one cement plant, GCC Rio Grande. For 1990-2002, GHG
emissions are calculated as the production from this plant by a standard emission factor of 0.507
tons CO2/ton clinker.® Although cement consumption in New Mexico is likely to increase with
increased population, much of the cement is supplied from a plant in Mexico. Therefore,
pending further analysis and review, no changes in in-state cement production are assumed after
2002.

Emissions from lime manufacture, which also emits CO2 from chemical conversion, have not
yet been estimated. Like cement, New Mexico has one lime plant. Production data for this plant
are confidential. Thus to develop a rough initial estimate, emissions from limestone use (as well
as soda ash) production are based on reported in-state consumption data from the United States
Geological Survey (USGS). These rough estimates, suggest emissions from these two sources
accounted for less than 4% of industrial process emissions in 1990 and have not grown

emissions. Growth rates are based on growth in projected national emissions from recent EPA report, US EPA 2004,
Analysis of Costs to Abate International ODS Substitute Emissions, EPA 430-R-04-006.
http://yosemite.epa.gov/oar/globalwarming.nsf/UniqueKeyl.ookup/RAMR62AS98/$File/IMAC%20Appendices %2

06-24.pdf

% Annual production from the cement plant was not available so values were estimated as follows. The New Mexico
Greenhouse Gas Action Plan (WERC 2002) provided estimates of cement production from this plant in 1997 and
the United States Geological Survey (USGS) Cement Annual lists cement production data for Arizona and New
Mexico combined together (for confidentiality reasons). As a first approximation, the fraction of New Mexico
production to total Arizona and New Mexico production was calculated for 1997. This same fraction was applied to
the USGS value for 1990-2002 to estimate New Mexico cement production.
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significantly since. The assumed trend is for these emissions to remain at 2002 levels through
2020.

Key Uncertainties

Since emissions from industrial processes are determined by the level of production and the
production processes of a few key industries, there are is relatively high uncertainty regarding
future emissions, as they depend on the competitiveness of New Mexico manufacturers, the
specific nature of their production processes.

The projected largest source of future industrial emissions, HFCs used in cooling applications, is

subject to a number of uncertainties as well. First, historical emissions are based on national

estimates; New Mexico-specific estimates are currently unavailable. Second, emissions will be
driven by future choices regarding air conditioning technologies and coolants used, for which a

number of options currently exist.

Center for Climate Stratesies
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Appendix F. Agriculture, Forestry and Other Land Use

The emissions discussed in this appendix refer to non-energy emissions from agriculture,
forestry and other land uses. These emissions include emissions from livestock, agriculture soil
management and field burning, CO2 emitted and removed (sinks) due to forestry activities and
land use change, and emissions linked to rangeland and forest fires.

Figure 22. GHG emissions from Agriculture, Forestry and Other Land-Use (MMTCO2e)

Reference Case GHG Emissions for New Mexico

(Million Metric Tons CO2e) 1990 2000 2010 2020 Explanatory Notes for Projections

Agriculture, Land Use, and Forestry -16.4 -15.0 -14.5 -14.2
Assumes dairy production grows at same rate
as population and no growth in other areas

Agriculture (CH4 & N20) 4.5 6.0 6.4 6.7 after 2004
*Forestry and Land Use -20.9 -20.9 -20.9 -20.9 awaiting further analysis
Agriculture

Agriculture plays a large role in New Mexico’s economy, contributing about $2 billion in annual
crop and livestock sales. In 2002, dairy products accounted for $744 million in sales — this
industry has grown strongly in the last decade, from ranking 30" state in the country in dairy
production in 1990 to 7" in 2002. Cattle sales accounted for $593 million while crops (including
feed for stock) made up another $575 million.'

GHG emissions from livestock, agriculture soil management and field burning were about 6.2
MMTCO2e in 2004. These emissions include CH4 and N20 emissions from enteric
fermentation, manure management, agriculture soils and agriculture residue burning. Data on
crops and animals in the State from 1990 to 2004 were obtained from the USDA National
Agriculture Statistical Service.”” As shown in Figure 23, emissions from these sources increased
from 1990 to 2004 by about 37%. Emissions from agriculture soils accounted for the largest
fraction (about 50%) of agricultural emissions in 1990. Soil-related emissions of N20O occur as
the result of activities that increase nitrogen in the soil, including fertilizer (synthetic, organic
and livestock) application and the production of nitrogen-fixing crops. These activities remained
relatively stable from 1990 to 2004 and consequently emissions increased by only 3% between
these years.

Enteric fermentation and manure management accounted for about 42% and 8% of agriculture
emissions in 1990, respectively. Enteric fermentation is another term for the microbial process
of breaking down food in digestive systems, which results in methane emissions that are

' Agricultural Facts 2002 http:/nmdaweb.nmsu.edu/DIVISIONS/AGSTATS/2002/2002%20A g%20Facts.pdf and
Dairy Facts 2002, http://nmdaweb.nmsu.edu/DIVISIONS/AGSTATS/2002/2002%?20Dairy %20Facts.pdf

52 Personal communication from NM office of National Agricultural Statistics Service to NMENV May 2005
indicated that the NASS website had the best data on agriculture stocks, data are collected in state and compiled for
the NASS site.
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especially large among ruminants, such as cattle and sheep. Largely as the result of the
expansion of dairy farming in New Mexico, enteric fermentation emissions increased by 24%
from 1990 to 2004 — and now appear to exceed GHG emissions from agricultural soils.

Of the agricultural emissions sources, manure management emissions have risen the most
rapidly— almost tripling from 1990 to 2004. This large increase reflects the growth in the dairy
industry — the number of dairy cows in New Mexico increased from about 90 thousand head in
1990 to almost 400 thousand head in 2004 (in contrast the number of beef cattle declined by
about 10%).” Emissions from agriculture residue burning are very small and decreased by 26%
from 1990 to 2002.

As a first approximation for projecting emissions from this source, the growth rate for dairy
cattle is assumed to match the State population growth rate, 1.2% per year. This rate is lower
than the growth from 1995 to 2004 of 6.5%, and reflects constraints to continued rapid growth,
such expected higher costs for future water rights and gasoline, along with increased productivity
per animal. For other animal stock, a simple assumption of no change from 2004 levels was
applied. It is also assumed that emission rates per animal (based on animal weight, feed and
management strategies for stock and land) remain at the 2004 levels.

As illustrated in Figure 23, total GHG emissions from agriculture increased by 32% from 1990 to
2000, and are projected to increase another 13% by 2020.

53 While beef cattle significantly outnumber dairy cows in New Mexico, the number of dairy cows has grown
rapidly. While total cattle grew by 11% during this period, enteric fermentation emissions increased by 24% and
manure management by 310%. Per animal enteric fermentation emissions are somewhat higher for dairy cows and
manure management emissions are substantially higher, due to anaerobic conditions created by manure collection
systems at dairy farms. Note that these figures do not consider a reported 6,000 animal population of domesticated
bison, whose enteric fermentation emissions probably exceed beef cows. Also, to the extent dairy operations are
using dry waste-management (feedlot) systems, SGIT may overestimate manure management emissions. Methane
and nitrous oxide emissions from agricultural residue burning were calculated using default values in SGIT. More
specific information on the amount of residue burned in New Mexico might be available in the future from NMED's
Smoke Management Program, which requires tracking and reporting of such burning.
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Figure 23. GHG Emissions from Agriculture
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Forestlands

Forest land emissions refer to the net CO2 flux* from forested lands in New Mexico, which
account for about 27% of the State’s land area. These net forest and land use sequestration
estimates are based on recent improvements to US Forest Service carbon stock inventory from
earlier estimates published in 1997 by Birdsey and Lewis.” Updated results include a more
accurate definition of the year in which data was actually collected (some 1987 data was earlier
reported as 1982), and updated tree biomass and soil carbon calculations based on new field
studies. Additional land cover change, wood products, and import/export estimates from
secondary sources may change current results.

Table 17. GHG Emissions (Sinks) from Forestry and Other Activities

1990 2000
Live and dead-standing trees and understory -13.6 -13.6
Forest floor and coarse woody debris -3.1 -3.1
Soils -5.9 -5.9
Wood products and landfills 1.8 1.8
Total -20.9 -20.9

In addition, corrections may be made for changes in the definition of forestland that occurred
during the survey period. During the Forest Inventory Analysis (FIA) survey periods used for
carbon stock estimates, the definition of forestland changed from a minimum forest cover
requirement of 10% to a minimum of 5%. As a result, rangelands may or may not be not

6 “Flux” refers to both emissions of CO2 to the atmosphere and removal (sinks) of CO2 from the atmosphere.
% Thomas D. Peterson, James E. Smith and Jack D. Kartez (2005). Development of Forestry Related Climate
Change Mitigation Options for the State of Maine. The Journal of Environmental Quality (available in
prepublication format).
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included in these estimates, depending on their level of tree stocking. Data is not available from
FIA for years 1997-2002 due to lack of state funding for USDA Forest Service inventory of
lands in New Mexico.

Uncertainties and Further Analysis

For instance, US Forest Service assessments only cover the parts of the State that the US Forest
Service defines as forest, representing 27% of the total State land area in 1997. To the extent
that they may sequester or emit carbon, while small on a per acre basis, rangelands may be quite
significant at the State level.” Due to funding constraints in New Mexico, US Forest Service data
from the FIA are not available for the 1997-2002 period. As a result, biomass reductions from
wildfires and forest health problems, or other carbon stock changes during this period, are not
reflected in the averages reported for the previous decade. The changes in annual trends in
recent years may be significant, and need to be clarified to provide accurate forest carbon
projections. For the time being, forest carbon projections are based solely a linear extrapolation
of the 1987-1997 period for which data are available.

% However, the carbon cycle for rangelands is not well understood, and has not been included in current surveys.
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Appendix G. Waste Management

GHG emissions from waste management are summarized in Table 18. Emissions in this
category include:

* Solid waste management — methane emissions from landfills, accounting for any methane
that is flared or captured for energy production, and

* Wastewater management — methane and nitrous oxide from municipal wastewater
treatment facilities.

Any emissions associated with energy consumed to transport of solid waste and wastewater are
included in the RCI accounting above.

Table 18. Emissions from Waste Management

Reference Case GHG Emissions for New Mexico

(Million Metric Tons CO2e) 1990 2000 2010 2020 Explanatory Notes for Projections
Waste Management 0.8 1.2 1.4 1.2
Solid Waste Management 0.6 1.0 1.1 0.9 Based on national projections (US DptState)
Wastewater Management 0.2 0.2 0.3 0.3 Increases with state population

The EPA SGIT tool was used to estimate solid waste management emissions from 1990 to
2003.” However, since emissions from these types of facilities are site-specific, we are also
working with NMED to determine if better estimates exist. The information in the EPA SGIT
tool was updated with data from NMED on waste generated and imported into the State from
1993 to 2003. Further discussion are underway with the NMED and landfill operators to check
the emissions avoided by flaring at Camino Real, Cerro Colorado, Los Angeles landfill in
Albuquerque and other landfills.

For emissions from 2004 to 2020, growth rates are based on national projections by the US
Department of State.”® These projections decrease over time, accounting for improved methane
recovery practices. Conversations with NMED indicate that 5-6 new landfill gas recovery
systems are likely to be added to New Mexico landfills over the next 5 years, supporting the
assumptions of decreased landfill emissions even accounting for increased solid waste generation
as population grows.

Emissions from wastewater were also estimated using the EPA SGIT tool. These emissions
increased by 1.9% per year from 1990 to 2003.” Projected emissions are assumed to increase
with population growth, 1.2% per year from 2004 to 2020.

7 EPA SGIT uses amount of waste in place at landfills, characteristics of landfill (size, moisture levels), amount of
landfill gas recovered and flared and oxidation levels to estimate state emissions from landfills.

8 US Department of State (2002). US Climate Action Report 2002. Washington DC May 2002.

% Emissions are calculated in EPA SGIT based on state population, assumed biochemical oxygen demand and
protein consumption per capita, and emission factors for N20O and CH4.
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Appendix H. List of Contacts Made (may be incomplete)

Lany Weaver, New Mexico Environment Department (NMED), Air Quality Bureau (AQB)
Brad Musick, NMED, AQB

Mary Uhl, NMED, AQB

Rita Trujillo, NMED, AQB

Erik Aaboe, NMED, AQB

Ted Schooley, NMED, (electric plant permits)

Sam Speaker, NMED, (electric plant permits)

John O’Connell, NMED, (solid waste bureau)

Lawrence Alires, NMED, (air quality bureau)

Craig O’Hare, Energy, Minerals and Natural Resources Department (EMNRD), Energy
Conservation and Management Division

Chris Wentz, EMNRD, Energy Conservation and Management Division

Dan Hagan, EMNRD, Energy Conservation and Management Division

Jeff Fredine, NM Department of Highways

Pat Oliver-Wright, NM Department of Transportation (NMDOT), long range planning

Roy Cornelius, NMDOT (long range plan)

Elizer Pena, NMDOT (historic VMT)

Becky Valencia, NMDOT (historic VMT)

Bo Olcott, NMDOT, (fuel consumption)

Berry Ives, Mid-Region Council of Governments of NM (long term plan for Bernalillo county)

Barbara Vial, NM Public Regulation Commission, Utility Division
Prasad Potuturi, NM Public Regulation Commission, Utility Division
Elisha Leyba, NM Public Regulation Commission, Utility Division
Lonnie Montoya, NM Public Regulation Commission, Pipeline Safety
Jeffrey Burks, Public Service of New Mexico

Frank E. Gallegos, Intel Corporation

Bruce Gantner, Burlington Resources Incorporated and NM Oil and Gas Association
Don Whaley, Navajo Refinery

James Loya, Waste Management Education and Research Consortium (WERC)

Patricia Sullivan, WERC
Abbas Ghassiemi, WERC

Roger Fernandez, US Environmental Protection Agency (USEPA) (Natural Gas Star)
Lisa Hanle, USEPA (US Inventory, Oil and Gas)
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Leif Hocksted, USEPA (US Inventory)

Andrea Denny, USEPA (SGIT tool)

Pamela Franklin, US EPA (Coal Mine Methane)

Perry Lindstrom, US DOE, Energy Information Administration
Joel Farrell, US Bureau of Land Management

Jim Smith, US Forest Service

James Russell, Environ Corporation
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Appendix I. Greenhouse Gases and Global Warming Potential
Values: Excerpts from the Inventory of U.S. Greenhouse Emissions

and Sinks: 1990-2000

Original Reference: All material taken from the Inventory of U.S. Greenhouse Gas Emissions
and Sinks: 1990 - 2000, U.S. Environmental Protection Agency, Office of Atmospheric
Programs, EPA 430-R-02-003, April 2002. www.epa.gov/globalwarming/publications/emissions
The preparation of this document was directed by Michael Gillenwater.

Introduction

The Inventory of U.S. Greenhouse Gas Emissions
and Sinks presents estimates by the United States
government of U.S. anthropogenic greenhouse
gas emissions and removals for the years 1990
through 2000. The estimates are presented on
both a full molecular mass basis and on a Global
Warming Potential (GWP) weighted basis in
order to show the relative contribution of each
gas to global average radiative forcing.

The Intergovernmental Panel on Climate Change
(IPCC) has recently updated the specific global
warming potentials for most greenhouse gases in
their Third Assessment Report (TAR, IPCC
2001). Although the GWPs have been updated,
estimates of emissions presented in the U.S.
Inventory continue to use the GWPs from the
Second Assessment Report (SAR). The
guidelines under which the Inventory is
developed, the Revised 1996 IPCC Guidelines
for National Greenhouse Gas Inventories
(IPCC/UNEP/OECD/IEA 1997) and the United
Nations Framework Convention on Climate
Change (UNFCCC) reporting guidelines for
national inventories’’ were developed prior to the
publication of the TAR. Therefore, to comply
with international reporting standards under the
UNFCCC, official emission estimates are
reported by the United States using SAR GWP
values. This excerpt of the U.S. Inventory
addresses in detail the differences between
emission estimates using these two sets of GWPs.
Overall, these revisions to GWP values do not
have a significant effect on U.S. emission trends.

Additional discussion on emission trends for the
United States can be found in the complete

0 See FCCC/CP/1999/7 at <www.unfccc.de>.
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Inventory of U.S. Greenhouse Gas Emissions and
Sinks: 1990-2000.

What is Climate Change?

Climate change refers to long-term fluctuations
in temperature, precipitation, wind, and other
elements of the Earth’s climate system. Natural
processes such as solar-irradiance variations,
variations in the Earth’s orbital parameters, and
volcanic activity can produce variations in
climate. The climate system can also be
influenced by changes in the concentration of
various gases in the atmosphere, which affect the
Earth’s absorption of radiation.

The Earth naturally absorbs and reflects
incoming solar radiation and emits longer
wavelength terrestrial (thermal) radiation back
into space. On average, the absorbed solar
radiation is balanced by the outgoing terrestrial
radiation emitted to space. A portion of this
terrestrial radiation, though, is itself absorbed by
gases in the atmosphere. The energy from this
absorbed terrestrial radiation warms the Earth's
surface and atmosphere, creating what is known
as the “natural greenhouse effect.” Without the
natural heat-trapping properties of these
atmospheric gases, the average surface
temperature of the Earth would be about 33°C
lower (IPCC 2001).

Under the UNFCCC, the definition of climate
change is “a change of climate which is attributed
directly or indirectly to human activity that alters
the composition of the global atmosphere and
which is in addition to natural climate variability
observed over comparable time periods.” Given
that definition, in its Second Assessment Report
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of the science of climate change, the IPCC
concluded that:

Human activities are changing the
atmospheric concentrations and distributions
of greenhouse gases and aerosols. These
changes can produce a radiative forcing by
changing either the reflection or absorption
of solar radiation, or the emission and
absorption of terrestrial radiation (IPCC
1996).

Building on that conclusion, the more recent
IPCC Third Assessment Report asserts that
“[c]oncentrations of atmospheric greenhouse
gases and their radiative forcing have continued
to increase as a result of human activities” (IPCC
2001).

The IPCC went on to report that the global
average surface temperature of the Earth has
increased by between 0.6 = 0.2°C over the 20th
century (IPCC 2001). This value is about 0.15°C
larger than that estimated by the Second
Assessment Report, which reported for the period
up to 1994, “owing to the relatively high
temperatures of the additional years (1995 to
2000) and improved methods of processing the
data” (IPCC 2001).

While the Second Assessment Report concluded,
“the balance of evidence suggests that there is a
discernible human influence on global climate,”
the Third Assessment Report states the influence
of human activities on climate in even starker
terms. It concludes that, “[I]n light of new
evidence and taking into account the remaining
uncertainties, most of the observed warming over
the last 50 years is likely to have been due to the
increase in greenhouse gas concentrations”
(IPCC 2001).

Greenhouse Gases

Although the Earth’s atmosphere consists mainly
of oxygen and nitrogen, neither plays a
significant role in enhancing the greenhouse
effect because both are essentially transparent to
terrestrial radiation. The greenhouse effect is
primarily a function of the concentration of water
vapor, carbon dioxide, and other trace gases in
the atmosphere that absorb the terrestrial
radiation leaving the surface of the Earth (IPCC
1996). Changes in the atmospheric
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concentrations of these greenhouse gases can
alter the balance of energy transfers between the
atmosphere, space, land, and the oceans. A
gauge of these changes is called radiative forcing,
which is a simple measure of changes in the
energy available to the Earth-atmosphere system
(IPCC 1996). Holding everything else constant,
increases in greenhouse gas concentrations in the
atmosphere will produce positive radiative
forcing (i.e., a net increase in the absorption of
energy by the Earth).

Climate change can be driven by changes in the
atmospheric concentrations of a number of
radiatively active gases and aerosols. We have
clear evidence that human activities have affected
concentrations, distributions and life cycles of
these gases (IPCC 1996).

Naturally occurring greenhouse gases include
water vapor, carbon dioxide (CO,), methane
(CH,), nitrous oxide (N,O), and ozone (O3).
Several classes of halogenated substances that
contain fluorine, chlorine, or bromine are also
greenhouse gases, but they are, for the most part,
solely a product of industrial activities.
Chlorofluorocarbons (CFCs) and
hydrochlorofluorocarbons (HCFCs) are
halocarbons that contain chlorine, while
halocarbons that contain bromine are referred to
as bromofluorocarbons (i.e., halons). Because
CFCs, HCFCs, and halons are stratospheric
ozone depleting substances, they are covered
under the Montreal Protocol on Substances that
Deplete the Ozone Layer. The UNFCCC defers
to this earlier international treaty; consequently
these gases are not included in national
greenhouse gas inventories. Some other fluorine
containing halogenated
substances—hydrofluorocarbons (HFCs),
perfluorocarbons (PFCs), and sulfur hexafluoride
(SFs)—do not deplete stratospheric ozone but are
potent greenhouse gases. These latter substances
are addressed by the UNFCCC and accounted for
in national greenhouse gas inventories.

There are also several gases that, although they
do not have a commonly agreed upon direct
radiative forcing effect, do influence the global
radiation budget. These tropospheric
gases—referred to as ambient air
pollutants—include carbon monoxide (CO),
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nitrogen dioxide (NO,), sulfur dioxide (SO;), and
tropospheric (ground level) ozone (O3).
Tropospheric ozone is formed by two precursor
pollutants, volatile organic compounds (VOCs)
and nitrogen oxides (NO,) in the presence of
ultraviolet light (sunlight). Aerosols—extremely
small particles or liquid droplets—often
composed of sulfur compounds, carbonaceous
combustion products, crustal materials and other
human induced pollutants—can affect the
absorptive characteristics of the atmosphere.
However, the level of scientific understanding of
aerosols is still very low (IPCC 2001).

Carbon dioxide, methane, and nitrous oxide are
continuously emitted to and removed from the
atmosphere by natural processes on Earth.
Anthropogenic activities, however, can cause
additional quantities of these and other

greenhouse gases to be emitted or sequestered,
thereby changing their global average
atmospheric concentrations. Natural activities
such as respiration by plants or animals and
seasonal cycles of plant growth and decay are
examples of processes that only cycle carbon or
nitrogen between the atmosphere and organic
biomass. Such processes—except when directly
or indirectly perturbed out of equilibrium by
anthropogenic activities—generally do not alter
average atmospheric greenhouse gas
concentrations over decadal timeframes.
Climatic changes resulting from anthropogenic
activities, however, could have positive or
negative feedback effects on these natural
systems. Atmospheric concentrations of these
gases, along with their rates of growth and
atmospheric lifetimes, are presented in Table 1.

Table 1: Global atmospheric concentration (ppm unless otherwise specified), rate of concentration
change (ppb/year) and atmospheric lifetime (years) of selected greenhouse gases

Atmospheric Variable CO, CH, N,O SF¢* CF,*
Pre-industrial atmospheric concentration 278 0.700 0.270 0 40
Atmospheric concentration (1998) 365 1.745 0.314 4.2 80
Rate of concentration change” 1.5° 0.007° 0.0008 0.24 1.0
Atmospheric Lifetime 50-200¢ 12° 114° 3,200 >50,000

Source: IPCC (2001)

* Concentrations in parts per trillion (ppt) and rate of concentration change in ppt/year.

® Rate is calculated over the period 1990 to 1999.

¢ Rate has fluctuated between 0.9 and 2.8 ppm per year for CO, and between 0 and 0.013 ppm per year for CH4 over

the period 1990 to 1999.

4 No single lifetime can be defined for CO, because of the different rates of uptake by different removal processes.
¢ This lifetime has been defined as an “adjustment time” that takes into account the indirect effect of the gas on its

own residence time.

A brief description of each greenhouse gas, its
sources, and its role in the atmosphere is given
below. The following section then explains the
concept of Global Warming Potentials (GWPs),
which are assigned to individual gases as a
measure of their relative average global radiative
forcing effect.

Water Vapor (H,0). Overall, the most
abundant and dominant greenhouse gas in the
atmosphere is water vapor. Water vapor is
neither long-lived nor well mixed in the
atmosphere, varying spatially from 0 to 2
percent (IPCC 1996). In addition, atmospheric
water can exist in several physical states
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including gaseous, liquid, and solid. Human
activities are not believed to directly affect the
average global concentration of water vapor;
however, the radiative forcing produced by the
increased concentrations of other greenhouse
gases may indirectly affect the hydrologic cycle.
A warmer atmosphere has an increased water
holding capacity; yet, increased concentrations
of water vapor affects the formation of clouds,
which can both absorb and reflect solar and
terrestrial radiation. Aircraft contrails, which
consist of water vapor and other aircraft
emittants, are similar to clouds in their radiative
forcing effects (IPCC 1999).
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Carbon Dioxide (CO,). In nature, carbon is
cycled between various atmospheric, oceanic,
land biotic, marine biotic, and mineral
reservoirs. The largest fluxes occur between the
atmosphere and terrestrial biota, and between the
atmosphere and surface water of the oceans. In
the atmosphere, carbon predominantly exists in
its oxidized form as CO,. Atmospheric carbon
dioxide is part of this global carbon cycle, and
therefore its fate is a complex function of
geochemical and biological processes. Carbon
dioxide concentrations in the atmosphere
increased from approximately 280 parts per
million by volume (ppmv) in pre-industrial
times to 367 ppmv in 1999, a 31 percent
increase (IPCC 2001). The IPCC notes that
“[t]his concentration has not been exceeded
during the past 420,000 years, and likely not
during the past 20 million years. The rate of
increase over the past century is unprecedented,
at least during the past 20,000 years.” The IPCC
definitively states that “the present atmospheric
CO; increase is caused by anthropogenic
emissions of CO,” (IPCC 2001). Forest
clearing, other biomass burning, and some non-
energy production processes (e.g., cement
production) also emit notable quantities of
carbon dioxide.

In its second assessment, the IPCC also stated
that “[t]he increased amount of carbon dioxide
[in the atmosphere] is leading to climate change
and will produce, on average, a global warming
of the Earth’s surface because of its enhanced
greenhouse effect—although the magnitude and
significance of the effects are not fully resolved”
(IPCC 1996).

Methane (CH,). Methane is primarily produced
through anaerobic decomposition of organic
matter in biological systems. Agricultural
processes such as wetland rice cultivation,
enteric fermentation in animals, and the
decomposition of animal wastes emit CHy, as
does the decomposition of municipal solid
wastes. Methane is also emitted during the
production and distribution of natural gas and
petroleum, and is released as a by-product of
coal mining and incomplete fossil fuel
combustion. Atmospheric concentrations of
methane have increased by about 150 percent
since pre-industrial times, although the rate of
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increase has been declining. The IPCC has
estimated that slightly more than half of the
current CH, flux to the atmosphere is
anthropogenic, from human activities such as
agriculture, fossil fuel use and waste disposal
(IPCC 2001).

Methane is removed from the atmosphere by
reacting with the hydroxyl radical (OH) and is
ultimately converted to CO,. Minor removal
processes also include reaction with Cl in the
marine boundary layer, a soil sink, and
stratospheric reactions. Increasing emissions of
methane reduce the concentration of OH, a
feedback which may increase methane’s
atmospheric lifetime (IPCC 2001).

Nitrous Oxide (N,0). Anthropogenic sources
of N,O emissions include agricultural soils,
especially the use of synthetic and manure
fertilizers; fossil fuel combustion, especially
from mobile combustion; adipic (nylon) and
nitric acid production; wastewater treatment and
waste combustion; and biomass burning. The
atmospheric concentration of nitrous oxide
(N,0) has increased by 16 percent since 1750,
from a pre industrial value of about 270 ppb to
314 ppb in 1998, a concentration that has not
been exceeded during the last thousand years.
Nitrous oxide is primarily removed from the
atmosphere by the photolytic action of sunlight
in the stratosphere.

Ozone (0;). Ozone is present in both the upper
stratosphere, where it shields the Earth from
harmful levels of ultraviolet radiation, and at
lower concentrations in the troposphere, where it
is the main component of anthropogenic
photochemical “smog.” During the last two
decades, emissions of anthropogenic chlorine
and bromine-containing halocarbons, such as
chlorofluorocarbons (CFCs), have depleted
stratospheric ozone concentrations. This loss of
ozone in the stratosphere has resulted in negative
radiative forcing, representing an indirect effect
of anthropogenic emissions of chlorine and
bromine compounds (IPCC 1996). The
depletion of stratospheric ozone and its radiative
forcing was expected to reach a maximum in
about 2000 before starting to recover, with
detection of such recovery not expected to occur
much before 2010 (IPCC 2001).
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The past increase in tropospheric ozone, which
is also a greenhouse gas, is estimated to provide
the third largest increase in direct radiative
forcing since the pre-industrial era, behind CO,
and CH,. Tropospheric ozone is produced from
complex chemical reactions of volatile organic
compounds mixing with nitrogen oxides (NO,)
in the presence of sunlight. Ozone, carbon
monoxide (CO), sulfur dioxide (SO,), nitrogen
dioxide (NO,) and particulate matter are
included in the category referred to as “criteria
pollutants” in the United States under the Clean
Air Act and its subsequent amendments. The
tropospheric concentrations of ozone and these
other pollutants are short-lived and, therefore,
spatially variable.

Halocarbons, Perfluorocarbons, and Sulfur
Hexafluoride (SF¢). Halocarbons are, for the
most part, man-made chemicals that have both
direct and indirect radiative forcing effects.
Halocarbons that contain
chlorine—chlorofluorocarbons (CFCs),
hydrochlorofluorocarbons (HCFCs), methyl
chloroform, and carbon tetrachloride—and
bromine—halons, methyl bromide, and
hydrobromofluorocarbons (HBFCs)—result in
stratospheric ozone depletion and are therefore
controlled under the Montreal Protocol on
Substances that Deplete the Ozone Layer.
Although CFCs and HCFCs include potent
global warming gases, their net radiative forcing
effect on the atmosphere is reduced because they
cause stratospheric ozone depletion, which is
itself an important greenhouse gas in addition to
shielding the Earth from harmful levels of
ultraviolet radiation. Under the Montreal
Protocol, the United States phased out the
production and importation of halons by 1994
and of CFCs by 1996. Under the Copenhagen
Amendments to the Protocol, a cap was placed
on the production and importation of HCFCs by
non-Article 5 countries beginning in 1996, and
then followed by a complete phase-out by the
year 2030. The ozone depleting gases covered
under the Montreal Protocol and its
Amendments are not covered by the UNFCCC.

Hydrofluorocarbons (HFCs), perfluorocarbons
(PFCs), and sulfur hexafluoride (SF¢) are not
ozone depleting substances, and therefore are
not covered under the Montreal Protocol. They
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are, however, powerful greenhouse gases.
HFCs—primarily used as replacements for
ozone depleting substances but also emitted as a
by-product of the HCFC-22 manufacturing
process—currently have a small aggregate
radiative forcing impact; however, it is
anticipated that their contribution to overall
radiative forcing will increase (IPCC 2001).
PFCs and SFg are predominantly emitted from
various industrial processes including aluminum
smelting, semiconductor manufacturing, electric
power transmission and distribution, and
magnesium casting. Currently, the radiative
forcing impact of PFCs and SFj is also small;
however, they have a significant growth rate,
extremely long atmospheric lifetimes, and are
strong absorbers of infrared radiation, and
therefore have the potential to influence climate
far into the future (IPCC 2001).

Carbon Monoxide (CO). Carbon monoxide
has an indirect radiative forcing effect by
elevating concentrations of CH, and
tropospheric ozone through chemical reactions
with other atmospheric constituents (e.g., the
hydroxyl radical, OH) that would otherwise
assist in destroying CH,4 and tropospheric ozone.
Carbon monoxide is created when carbon-
containing fuels are burned incompletely.
Through natural processes in the atmosphere, it
is eventually oxidized to CO,. Carbon
monoxide concentrations are both short-lived in
the atmosphere and spatially variable.

Nitrogen Oxides (NO,). The primary climate
change effects of nitrogen oxides (i.e., NO and
NO,) are indirect and result from their role in
promoting the formation of ozone in the
troposphere and, to a lesser degree, lower
stratosphere, where it has positive radiative
forcing effects. Additionally, NO4 emissions
from aircraft are also likely to decrease methane
concentrations, thus having a negative radiative
forcing effect (IPCC 1999). Nitrogen oxides are
created from lightning, soil microbial activity,
biomass burning — both natural and
anthropogenic fires — fuel combustion, and, in
the stratosphere, from the photo-degradation of
nitrous oxide (N,0). Concentrations of NO, are
both relatively short-lived in the atmosphere and
spatially variable.
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Nonmethane Volatile Organic Compounds
(NMVOCs). Nonmethane volatile organic
compounds include compounds such as propane,
butane, and ethane. These compounds
participate, along with NO,, in the formation of
tropospheric ozone and other photochemical
oxidants. NMVOCs are emitted primarily from
transportation and industrial processes, as well
as biomass burning and non-industrial
consumption of organic solvents.
Concentrations of NMVOC:s tend to be both
short-lived in the atmosphere and spatially
variable.

Aerosols. Aerosols are extremely small
particles or liquid droplets found in the
atmosphere. They can be produced by natural
events such as dust storms and volcanic activity,
or by anthropogenic processes such as fuel
combustion and biomass burning. They affect
radiative forcing in both direct and indirect
ways: directly by scattering and absorbing solar
and thermal infrared radiation; and indirectly by
increasing droplet counts that modify the
formation, precipitation efficiency, and radiative
properties of clouds. Aerosols are removed
from the atmosphere relatively rapidly by
precipitation. Because aerosols generally have
short atmospheric lifetimes, and have
concentrations and compositions that vary
regionally, spatially, and temporally, their
contributions to radiative forcing are difficult to
quantify (IPCC 2001).

The indirect radiative forcing from aerosols are
typically divided into two effects. The first
effect involves decreased droplet size and
increased droplet concentration resulting from
an increase in airborne aerosols. The second
effect involves an increase in the water content
and lifetime of clouds due to the effect of
reduced droplet size on precipitation efficiency
(IPCC 2001). Recent research has placed a
greater focus on the second indirect radiative
forcing effect of aerosols.

Various categories of aerosols exist, including
naturally produced aerosols such as soil dust, sea
salt, biogenic aerosols, sulphates, and volcanic
aerosols, and anthropogenically manufactured
aerosols such as industrial dust and
carbonaceous aerosols (e.g., black carbon,
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organic carbon) from transportation, coal
combustion, cement manufacturing, waste
incineration, and biomass burning.

The net effect of aerosols is believed to produce
a negative radiative forcing effect (i.e., net
cooling effect on the climate), although because
they are short-lived in the atmosphere—Ilasting
days to weeks—their concentrations respond
rapidly to changes in emissions. Locally, the
negative radiative forcing effects of aerosols can
offset the positive forcing of greenhouse gases
(IPCC 1996). “However, the aerosol effects do
not cancel the global-scale effects of the much
longer-lived greenhouse gases, and significant
climate changes can still result” (IPCC 1996).

The IPCC’s Third Assessment Report notes that
“the indirect radiative effect of aerosols is now
understood to also encompass effects on ice and
mixed-phase clouds, but the magnitude of any
such indirect effect is not known, although it is
likely to be positive” (IPCC 2001).
Additionally, current research suggests that
another constituent of aerosols, elemental
carbon, may have a positive radiative forcing
(Jacobson 2001). The primary anthropogenic
emission sources of elemental carbon include
diesel exhaust, coal combustion, and biomass
burning.

Global Warming Potentials

Global Warming Potentials (GWPs) are intended
as a quantified measure of the globally averaged
relative radiative forcing impacts of a particular
greenhouse gas. It is defined as the cumulative
radiative forcing—both direct and indirect
effects—integrated over a period of time from
the emission of a unit mass of gas relative to
some reference gas (IPCC 1996). Carbon
dioxide (CO,) was chosen as this reference gas.
Direct effects occur when the gas itself is a
greenhouse gas. Indirect radiative forcing
occurs when chemical transformations involving
the original gas produce a gas or gases that are
greenhouse gases, or when a gas influences
other radiatively important processes such as the
atmospheric lifetimes of other gases. The
relationship between gigagrams (Gg) of a gas
and Tg CO, Eq. can be expressed as follows:
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Tg CO, Eq = (Gg of gas)x (GWP)x( Te

where,

Tg CO, Eq. = Teragrams of Carbon Dioxide Equivalents
Gg = Gigagrams (equivalent to a thousand metric tons)
GWP = Global Warming Potential

Tg = Teragrams

GWP values allow policy makers to compare the
impacts of emissions and reductions of different
gases. According to the IPCC, GWPs typically
have an uncertainty of roughly +35 percent,
though some GWPs have larger uncertainty than
others, especially those in which lifetimes have
not yet been ascertained. In the following
decision, the parties to the UNFCCC have
agreed to use consistent GWPs from the IPCC
Second Assessment Report (SAR), based upon a
100 year time horizon, although other time
horizon values are available (see Table 2).

In addition to communicating emissions in
units of mass, Parties may choose also to
use global warming potentials (GWPs) to
reflect their inventories and projections in
carbon dioxide-equivalent terms, using

1,000 Gg

information provided by the
Intergovernmental Panel on Climate
Change (IPCC) in its Second Assessment
Report. Any use of GWPs should be based
on the effects of the greenhouse gases over a
100-year time horizon. In addition, Parties
may also use other time horizons.
(FCCC/CP/1996/15/Add. 1)

Greenhouse gases with relatively long
atmospheric lifetimes (e.g., CO,, CHy, N,O,
HFCs, PFCs, and SFy) tend to be evenly
distributed throughout the atmosphere, and
consequently global average concentrations can
be determined. The short-lived gases such as
water vapor, carbon monoxide, tropospheric
ozone, other ambient air pollutants (e.g., NO,,
and NMVOCs), and tropospheric aerosols (e.g.,
SO, products and black carbon), however, vary
spatially, and consequently it is difficult to
quantify their global radiative forcing impacts.
GWP values are generally not attributed to these
gases that are short-lived and spatially
inhomogeneous in the atmosphere.

Table 2: Global Warming Potentials (GWP) and Atmospheric Lifetimes (Years) Used in the

Inventory

Gas Atmospheric Lifetime  100-year GWP® 20-year GWP 500-year GWP
Carbon dioxide (CO,) 50-200 1 1 1
Methane (CH,) 12+3 21 56 6.5
Nitrous oxide (N,O) 120 310 280 170
HFC-23 264 11,700 9,100 9,800
HFC-125 32.6 2,800 4,600 920
HFC-134a 14.6 1,300 3,400 420
HFC-143a 48.3 3,800 5,000 1,400
HFC-152a 1.5 140 460 42
HFC-227ea 36.5 2,900 4,300 950
HFC-236fa 209 6,300 5,100 4,700
HFC-4310mee 17.1 1,300 3,000 400
CF, 50,000 6,500 4,400 10,000
C,Fs 10,000 9,200 6,200 14,000
C4Fg 2,600 7,000 4,800 10,100
CoF14 3,200 7,400 5,000 10,700
SF, 3,200 23,900 16,300 34,900

Source: IPCC (1996)
* GWPs used here are calculated over 100 year time horizon

® The methane GWP includes the direct effects and those indirect effects due to the production of tropospheric ozone and
stratospheric water vapor. The indirect effect due to the production of CO, is not included.
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Table 3 presents direct and net (i.e., direct and
indirect) GWPs for ozone-depleting substances
(ODSs). Ozone-depleting substances directly
absorb infrared radiation and contribute to
positive radiative forcing; however, their effect
as ozone-depleters also leads to a negative

radiative forcing because ozone itself is a potent
greenhouse gas. There is considerable
uncertainty regarding this indirect effect;
therefore, a range of net GWPs is provided for
ozone depleting substances.

Table 3: Net 100-year Global Warming Potentials for Select Ozone Depleting Substances*

Gas Direct Netyin Netpax
CFC-11 4,600 (600) 3,600
CFC-12 10,600 7,300 9,900
CFC-113 6,000 2,200 5,200
HCFC-22 1,700 1,400 1,700
HCFC-123 120 20 100
HCFC-124 620 480 590
HCFC-141b 700 5) 570
HCFC-142b 2,400 1,900 2,300
CHCIl,4 140 (560) 0
CCly 1,800 (3,900) 660
CH;Br 5 (2,600) (500)
Halon-1211 1,300 (24,000) (3,600)
Halon-1301 6,900 (76,000) (9,300)

Source: TPCC (2001)

* Because these compounds have been shown to deplete stratospheric ozone, they are typically referred to as ozone depleting
substances (ODSs). However, they are also potent greenhouse gases. Recognizing the harmful effects of these compounds on the
ozone layer, in 1987 many governments signed the Montreal Protocol on Substances that Deplete the Ozone Layer to limit the
production and importation of a number of CFCs and other halogenated compounds. The United States furthered its commitment to
phase-out ODSs by signing and ratifying the Copenhagen Amendments to the Montreal Protocol in 1992. Under these amendments,
the United States committed to ending the production and importation of halons by 1994, and CFCs by 1996. The IPCC Guidelines
and the UNFCCC do not include reporting instructions for estimating emissions of ODSs because their use is being phased-out under

the Montreal Protocol. The effects of these compounds on radiative forcing are not addressed here.

The IPCC recently published its Third
Assessment Report (TAR), providing the most
current and comprehensive scientific assessment
of climate change (IPCC 2001). Within that
report, the GWPs of several gases were revised
relative to the IPCC’s Second Assessment
Report (SAR) (IPCC 1996), and new GWPs
have been calculated for an expanded set of
gases. Since the SAR, the IPCC has applied an
improved calculation of CO, radiative forcing
and an improved CO, response function
(presented in WMO 1999). The GWPs are
drawn from WMO (1999) and the SAR, with
updates for those cases where new laboratory or
radiative transfer results have been published.
Additionally, the atmospheric lifetimes of some
gases have been recalculated. Because the
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revised radiative forcing of CO, is about 12
percent lower than that in the SAR, the GWPs of
the other gases relative to CO, tend to be larger,
taking into account revisions in lifetimes.
However, there were some instances in which
other variables, such as the radiative efficiency
or the chemical lifetime, were altered that
resulted in further increases or decreases in
particular GWP values. In addition, the values
for radiative forcing and lifetimes have been
calculated for a variety of halocarbons, which
were not presented in the SAR. The changes are
described in the TAR as follows:

New categories of gases include fluorinated

organic molecules, many of which are ethers
that are proposed as halocarbon substitutes.
Some of the GWPs have larger uncertainties
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than that of others, particularly for those gases
where detailed laboratory data on lifetimes are
not yet available. The direct GWPs have been
calculated relative to CO; using an improved
calculation of the CO; radiative forcing, the
SAR response function for a CO; pulse, and new
values for the radiative forcing and lifetimes for
a number of halocarbons.

Table 4 compares the lifetimes and GWPs for
the SAR and TAR. As can be seen in Table 4,
GWPs changed anywhere from a decrease of 15
percent to an increase of 49 percent.
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CC-1 State Greenhouse Gas Reporting

Policy Description

GHG reporting reflects the measurement and reporting of GHG emissions at a statewide, sector,
or sub-sector level to support tracking and management of emissions. GHG reporting can help
sources identify emission reduction opportunities and reduce risks associated with possible
future GHG mandates by moving “up the learning curve.” Tracking and reporting of GHG
emissions would also help in the construction of periodic state GHG inventories. GHG reporting
is typically a precursor for sources to participate in voluntary GHG reduction programs,
opportunities for recognition, a GHG emission reduction registry, and to secure “baseline
protection.” Further, developing a GHG reporting program could enable the state to influence
the development of GHG reporting practices throughout the region and nation and build
consistency with other state or regional GHG reporting programs.

Policy Design

The CCAG recommends that New Mexico develop and implement a GHG reporting program
with the characteristics noted in the accompanying GHG Reporting Design Options Matrix.
Key elements include:

- Subject to consistently rigorous quantification, GHG reporting should not be
constrained to particular sectors, sources, or approaches, in order to encourage GHG
mitigation activities from all quarters.

- Mandatory GHG reporting should be phased in by sectors as rigorous, standardized
quantification protocols, base data, and tools become available, and as responsible
parties become clear. Entities should be allowed to report GHG emissions voluntarily
before mandatory reporting applies to them; and the state, municipalities, and other
jurisdictions should be allowed to report emissions associated with their own activities
and any programs they may implement.

- Reporting should be applicable to all sources (e.g., combustion, processes, vehicles,
etc.) but using common sense regarding de minimis emissions.

- The goal should be reporting of “organization-wide emissions within New Mexico” but
with greatest possible “granularity” in order to facilitate baseline protection. (Example:
“Rolling up” an organization’s individual “facility” and “field” emissions reports within
a reporting database would provide organization-wide totals in New Mexico).

- Reporting should occur annually on a calendar-year basis for all six traditional GHGs
and, to the extent possible, for black carbon.

- Reporting of direct emissions* should be required; reporting of emissions associated
with purchased power and heat? should be phased in, and voluntary reporting of other
indirect emissions® should be allowed.

! Defined as “Scope 1” emissions in the GHG Protocol.
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- Every effort should be made to maximize consistency with federal, regional, and other
states” GHG reporting programs.
- GHG emissions reports should be verified through self-certification and NMED spot-

checks; to qualify for future registry purposes, reports should undergo third-party
verification.

- Project-based emissions reporting should be allowed, when properly identified as such
and quantified with equally rigorous consistency.

- The reporting program should provide for appropriate public transparency of reported
emissions.

Goals: Implementation of a New Mexico GHG Reporting Program as early as possible.
Timing: ASAP, preferably by 2008.
e Coverage of parties: Probably NMED.

Implementation Mechanisms

Reporting protocols, opportunities, and, in the case of mandatory reporting, underlying
regulatory requirements.

Related Policies/Programs in Place

Many sources in New Mexico report criteria pollutant emissions in order to comply with various
federal and state regulatory programs. Most electric generating stations are also required to
report CO2 emissions to the Energy Information Administration (EIA). Some sources may
report GHG emissions on a voluntary basis to federal, state, or privately-run programs.
Otherwise, there is no broad, statewide GHG reporting program in New Mexico.

Types(s) of GHG Reductions

GHG reporting is an enabling policy to encourage management, and ultimately reduction, of
GHG emissions. It does not reduce GHG emissions itself per se.

Estimated GHG Savings and Costs per MTCO2e
Not applicable.
Key Uncertainties

Uncertainties exist with respect to quantification of some GHG emissions from some sources,
but standard quantification protocols are rapidly being developed and accepted widely. There
remain significant uncertainties with respect to how various state, regional, and/or federal GHG
reporting programs may develop.

Additional Benefits and Costs
Not applicable.

Feasibility Issues

None cited.

% Defined as “Scope 2” emissions in the GHG Protocol.
% Defined as “Scope 3” emissions in the GHG Protocol.
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Status of Group Approval
Complete.

Level of Group Support
Unanimous consent.
Barriers to Consensus
None.
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GHG REPORTING DESIGN OPTIONS MATRIX
AUGUST 7, 2006

PRINCIPLES FOR GHG ACCOUNTING AND 1. IDENTIFYING REDUCTION OPPORTUNITIES
REPORTING FROM THE GHG ProTOCOL:

1. RELEVANCE

2. REDUCING RISKS (E.G., MOVE UP LEARNING CURVE)

3. TRACKING GHG EMISSIONS; ASSISTING THE STATE

2. COMPLETENESS IN CONSTRUCTING ANNUAL INVENTORIES
3. CONSISTENCY 4. PARTICIPATING IN VOLUNTARY PROGRAMS
4. TRANSPARENCY 5. PARTICIPATING IN — OR PREPARING FOR —
5. ACCURACY MANDATORY PROGRAMS

6. ENABLING OF OTHER GOALS PRECURSOR FOR REGISTRY PARTICIPATION

OPPORTUNITIES FOR PUBLIC RECOGNITION
PUBLIC REPORTING

© © N o

CONSISTENCY WITH OTHER PROGRAMS

POTENTIAL GOALS OF GHG REPORTING:
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DESIGN DESIGN PRELIMINARY TWG
OPTIONS
ELEMENT CONSIDERATIONS RECOMMENDATION TO CCAG
e MANDATORY, CONDITIONED ON: (A)
STANDARD QUANTIFICATION PROTOCOLS &
TOOLS (I.E., STRIVE TO AVOID DIFFERING
PROTOCOLS OVER MULTIPLE
e MAY NEED OR WANT TO JURISDICTIONS); AND (B) DETERMINATION
TYPE OF e VOLUNTARY CONSTRAIN SECTORS AND/OR OF RESPONSIBLE PARTIES IN SECTORS
1. SOURCES (E.G., APPLICABILITY) WHERE NECESSARY (E.G., RESIDENTIAL,
PROGRAM | ¢ MANDATORY AND/OR “PHASE IN” TRANSPORTATION). APPLY COMMON
REPORTING REQUIREMENTS. SENSE.
e “PHASE IN” MANDATORY REPORTING BY
SECTOR, BUT ALLOW VOLUNTARY
REPORTING BY OTHER SECTORS & SOURCES
UNTIL THEY ARE REQUIRED TO REPORT.
PARTICIPATION IN SOME e INCLUDE ALL SECTORS, BUT ONLY AS
SECTORS MAY BE LIMITED BY QUANTIFICATION PROTOCOLS AND DATA
e ALL SECTORS AVAILABILITY OF STANDARD AVAILABILITY ENABLES EQUALLY RIGOROUS
ELIGIBLE QUANTIFICATION METHODS. TREATMENT ACROSS SECTORS (IN ORDER TO
2. SECTORS e LIMITED TO MAY NEED OR WANT TO HAVE CONSISTENCY & INTEGRITY WHEN
CERTAIN “STAGE” PARTICIPATION (E.G., ULTIMATELY LINKED TO A REGISTRY).
SECTORS START SMALL & EXPAND). ¢ RECOMMEND “PHASING IN” OF SECTORS AS

IF LIMITED, TO WHICH
SECTORS?

QUANTIFICATION PROTOCOLS AND DATA
BECOME AVAILABLE.






DESIGN o DESIGN PRELIMINARY TWG
ELEMENT CONSIDERATIONS RECOMMENDATION TO CCAG
e REPORTING SHOULD BE OPEN TO ALL
ALL SOURCES.
STATIONARY e AS WITH SECTORS, “PHASE IN”
COMBUSTION e COULD LIMIT SOURCES EVEN MANDATORY REPORTING BASED ON
EMISSIONS WITHIN SECTORS, (E.G., VIA AVAILABILITY OF: (A) STANDARD
MOBILE TYPES, SIZE THRESHOLDS, ETC.). QUANTIFICATION PROTOCOLS; AND (B)
3. SOURCES COMBUSTION e BROADER ARRAY PROMOTES ADEQUATE BASE DATA (E.G., FOR
EMISSIONS INVENTORY BUILDING, PUBLIC DIFFERENT FUELS, ETC.) FOR SPECIFIC
PROCESS INFORMATION, IDENTIFICATION SOURCE TYPES.
EMISSIONS OF GHG STRATEGIES, ETC. e FOR MANDATORY SOURCES, APPLY
FUGITIVE COMMON SENSE REGARDING DIMINISHING
EMISSIONS RETURNS (E.G., DE MINIMIS EMISSIONS,

CUTPOINTS, ETC.).
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DESIGN DESIGN PRELIMINARY TWG
OPTIONS
ELEMENT CONSIDERATIONS RECOMMENDATION TO CCAG
CLEAR DEFINITIONS NEEDED TO “
AVOID DOUBLE-COUNTING REPORTING GOAL: “ORGANIZATION-WIDE
EMISSIONS WITHIN NM” WITH GREATEST
e ENTITY-WIDE WHERE SHARED OWNERSHIP “ ”
(E.G EXISTS POSSIBLE “GRANULARITY” TO FACILITATE
.G., .
BASELINE PROTECTION.
CORPORATION- SHOULD STRIVE TO HAVE
WIDE) NORMALLY, THIS EQUATES TO EMISSIONS
DESIGN BE CONSISTENT WITH
ORGANIZ- FROM IN-STATE FACILITIES, BUT NOT ALL
e FACILITY OR POSSIBLE FUTURE DIRECTIONS “ ”
4. ATIONAL FIELD (E.C., MANDATORY REPORTING SOURCES ARE “FACILITIES” (E.G., NATURAL
BOUNDARY N GAS PRODUCTION HAS “FIELDS”).
e EMISSIONS UNIT WOULD NOT BE ENFORCEABLE . i W .
OR SOURCE ABOVE THE FACILITY LEVEL). ROLLED UP” TOTAL OF “FACILITY” AND
“FIELD” EMISSIONS REPORTS IN A
POINT COMBINATIONS ARE POSSIBLE
REPORTING DATABASE WOULD PROVIDE
e OTHER (?) (E.G., FINER RESOLUTION “
AGCREGATED OR “ROLLED UP” TOTAL “ORGANIZATION-WIDE EMISSIONS
IN NM.”
TO A GREATER WHOLE).
e ANNUAL S
HOULD STRIVE FOR
REPORTING - CALENDAR CONSISTENCY WITH OTHER ANNUAL EMISSIONS ON A CALENDAR YEAR
5 PERIOD - FiscaL BASIS.
REPORTING PROGRAMS.
e OTHER
SHOULD STRIVE FOR
CONSISTENCY WITH OTHER
e SIX “KyoToO INCLUDE ALL SIX “KYOTO GASES” (EMITTED
GREEN- ” REPORTING PROGRAMS.
GASES” (CO2, ABOVE DE MINIMIS LEVELS)
HOUSE HECs. CH BROADER ARRAY PROMOTES
6. ’ 4, INCLUDE, OR PROVIDE A PLACEHOLDER
GASES N20, PFCs, SF6) INVENTORY BUILDING, PUBLIC
INCLUDED ’ ’ INFORMATION FOR, REPORTING OF BLACK CARBON
e OTHER ! EMISSIONS AS WELL.

IDENTIFICATION OF GHG
STRATEGIES, ETC.
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DESIGN DESIGN PRELIMINARY TWG
OPTIONS
ELEMENT CONSIDERATIONS RECOMMENDATION TO CCAG
e DIReCT e MAY NEED OR WANT TO GOAL: GREATEST DETAIL AND GREATEST
-“ScoPe1” “STAGE” COVERAGE (E.G., CONSISTENCY, APPLIED WITH COMMON
e INDIRECT START SMALL & EXPAND). SENSE (E.G., REGARDING DE MINIMIS
- “SCOPE 2” - e DIRECT EMISSIONS ARE MOST LEVELS).
INDIRECT FROM LIKE TYPICAL REPORTING REQUIRE REPORTING OF DIRECT “SCOPE 1”
SCOPE OF PURCHASED HEAT REQUIREMENTS, BUT MAY OMIT EMISSIONS ASAP.
7. EMISSIONS & ELECTRICITY GHG-REDUCING “PHASE IN” REQUIRED REPORTING OF
COVERED* | - “SCOPE3” - OTHER OPPORTUNITIES OR INDIRECT “SCOPE 2” EMISSIONS, BUT
'ONUDT'S'LES;C(:;)G" ENCOURAGE DIRECT-VS- REPORT THEM SEPARATELY FOR GREATER
ACTIVITIES, INDIRECT TRADE-OFFS. TRANSPARENCY.
EMPLOYEE TRAVEL, | ® FOR MANY ENTITIES, MOST ALLOW VOLUNTARY REPORTING OF “SCOPE
ETC.) GHG EMISSIONS ARE FROM ” VOLUNTARY; PHASE IT IN IF/WHEN
e BOTH INDIRECT SOURCES. SIMILARLY RIGOROUS PROTOCOLS EXIST.

4 “Scope 1, 2, and 3” emissions as defined in the GHG Protocol.
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DESIGN o DESIGN PRELIMINARY TWG
ELEMENT CONSIDERATIONS RECOMMENDATION TO CCAG
SHOULD STRIVE TO USE
CURRENT BEST PRACTICE b “qy
e DEVELOP A “HIERARCHY OF
METHODS, SUCH As GHG CONSISTENCY,” WHEREBY QUANTIFICATION
e CALCULATION PROTOCOL CALCULATION ’ Q
E METHODS & TOOLS PROTOCOLS ARE APPLIED IN A PRIORITY
MISSIONS ORDER (E.G., EPA, IPCC, WRI/WBCSD,
QUANTIFI- TOOLS STRIVE FOR CONSISTENCY WITH IPIECA/API, ...)
8. CATION & DIRECT OTHER GHG REPORTING ’
MONITOR- MEASUREMENT PROGRAMS MAXIMIZE CONSISTENCY WITH EXISTING
mo | (G, COS | soweromenontowe | RO AN 0
STACK TESTING) GROWN” APPROACHES MAY BE
NECESSARY IN NM (E.G SHOULD ECHO THEIR CURRENT CO2
e REPORTING TO EPA).
FLASHING EMISSIONS; IPIECA;
API’s SANGEA; ETC.).
STATE IF MANDATORY, THE STATE MAY FOR REPORTING. ALLOW “SELF
VERIFICATION BE ABLE TO USE CURRENT CERTIFICATION » AND HAVE NI;/IED DO
VERIFI- 3"° PARTY VERIFICATION PROCEDURES ’
9. SPOT INSPECTIONS.
CATION VERIFICATION FOR CRITERIA POLLUTANTS.
CCAR DOES 2" PARTY FOR ULTIMATE REGISTRY PURPOSES,
ZII:-EII-;:IFICATION VERIFICATIOI?:l REQUIRE 3*°-PARTY VERIFICATION.
INTERNET ACCESS ALLOW SOURCES TO REPORT GHG
PusLIC AND/OR ONLINE “CONFIDENTIAL BUSINESS EMISSTONS ELECTROMICALLY-
10 ACCESS & REPORTS INFORMATION” (CBI) PROVIDE ELECTRONIC PUBLIC ACCESS TO
REPORTS PAPER REPORTS CONCERNS GHG EMISSIONS REPORTING DATA THAT IS

BoTH

“ROLLED UP” TO A LEVEL SUCH THAT CBI 1S
REASONABLY PROTECTED.
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DESIGN o DESIGN PRELIMINARY TWG
ELEMENT CONSIDERATIONS RECOMMENDATION TO CCAG
e MAY BE MOST USEFUL WHEN
THERE IS AN EXTERNALLY- e PRIMARILY USEFUL AS A REGISTRY
!‘MPOfED CONSTRAINT (E.G., A FUNCTION AND WHEN A REGULATORY
RSSZIR‘:;S;:)ER REGULATORY REQUIREMENT EXISTS TO “OFFSET.”
PROJECT ’ e NEEDS ACCEPTED PROJECT-BASED
LEVEL e YES/NO ;2::‘:\'/‘:: (ONTACYOI;';ETN:EF'ILS QUANTIEICATION TOOLS AND PROTOCOLS
11. REPORTING | ¢ CONSTRAIN IN NM) (NOW STARTING TO ARRIVE, E.G.,
OR SOME FASHION R ’ WRI/WBCSD).
“OFFSETS” AISES CONCERNS ABOUT o ALLOW FOR VOLUNTARY REPORTING OF

QUANTIFICATION, BASELINE,
“ADDITIONALITY,” SECONDARY
EFFECTS, REVERSIBILITY,
OWNERSHIP, DOUBLE-

COUNTING, AND VERIFICATION.

PROPERLY QUANTIFIED MITIGATION
PROJECTS.
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CC-2 State Greenhouse Gas Registry

Policy Description

Measurement and recording of GHG emissions reductions at a macro- or micro-scale level in a
central repository with a “transaction ledger” capacity to support tracking, management, and
“ownership” of emission reductions as well as to encourage GHG reductions, to enable potential
recognition, baseline protection, and/or the crediting of actions by implementing programs and
parties in relation to possible emissions reduction goals, and to provide a mechanism for
regional, multi-state, and cross-border cooperation. Subject to appropriately rigorous
quantification, GHG registration should not be constrained to particular sectors, sources, or
approaches so as to encourage GHG mitigation activities from all quarters.

Policy Design

The CCAG recommends that New Mexico develop and implement a state GHG registry and/or
participate in a regional GHG registry building off the GHG reporting program recommended in
CC-1 and providing adequate verification, allowing project-level reporting, and with costs borne
primarily by participants. Other recommended characteristics are noted in the accompanying
GHG Registry Design Options Matrix. Key elements include:

- Geographic applicability at least at the statewide level and as broadly (i.e., regionally or
nationally) as possible.

- Allowing sources to start as far back chronologically as good data exists, as affirmed by
third-party verification, and allowing registration of project-based reductions or
“offsets” that are equally rigorously quantified.

- Incorporating adequate safeguards to ensure that reductions aren’t double-counted by
multiple registry participants; providing appropriate transparency; and allowing the
state to be a valid participant for reductions associated with its programs, direct
activities, or efforts.

- Striving for maximum consistency with other state, regional, and/or national efforts;
greatest flexibility as GHG mitigation approaches evolve; and providing guidance to
assist participants.

e Goals: Implementation of a New Mexico GHG Registry Program as early as possible.
e Timing: ASAP after GHG reporting is operating.

e Coverage of parties: Probably overseen by NMED; costs shared by participants
benefiting from the registry.

Implementation Mechanisms
None cited.
Related Policies/Programs in Place
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None cited.

Types(s) of GHG Reductions

None cited.

Estimated GHG Savings and Costs per MTCO2e
Not applicable.

Key Uncertainties

There remain significant uncertainties with respect to how various state, regional, and/or federal
GHG registry programs may develop. Involvement in early registry implementation — as issues
are deliberated among states — will advantage New Mexico in their ultimate outcome.

Additional Benefits and Costs
None cited.

Feasibility Issues

None cited.

Status of Group Approval
Complete.

Level of Group Support
Unanimous consent.

Barriers to Consensus

None.
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CROSS CUTTING ISSUES TECHNICAL WORKING GROUP

GHG REGISTRY DESIGN OPTIONS MATRIX
AUGUST 7, 2006

NOTES: POTENTIAL GOALS OF A GHG REGISTRY:

e BuiLDS UPON GHG REPORTING DESIGN OPTIONS
MATRIX

* SOME REPORTING PREFERENCES COULD BE
OUTWEIGHED BY REGISTRY NEEDS, PARTICULARLY IF A
REGIONAL REGISTRY USES DIFFERENT
SPECIFICATIONS.

e KEY: ENSURE FLEXIBILITY, SO AS TO BE ABLE TO
REGISTER REDUCTIONS FROM POLICIES (E.G., CAP &
TRADE), PROGRAMS (E.G., STATE EE/DSM,
SEQUESTRATION, CLEAN CARS, ETC.), PROJECTS, AND
OFFSETS.

* NOTE: EFFORTS TO DEVELOP BROAD REGIONAL
AND/OR NATIONAL APPROACHES TO GHG REGISTRIES
ARE INCREASING.
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1.
2.

RECORDING OF GHG REDUCTIONS (VS. EMISSIONS)

A CENTRAL, INDEPENDENT REPOSITORY FOR CREDIBLE
INFORMATION ABOUT GHG EMISSION REDUCTION
ACTIVITIES.

A “TRANSACTION LEDGER” PROVIDING DATA
MANAGEMENT & ACCOUNTING THAT IS CRITICAL FOR
TRADING (WITH OR WITHOUT A CAP).

“BASELINE PROTECTION” PROVIDING CREDIT FOR
ENTITIES UNDERTAKING EARLY ACTION AGAINST
CURRENT OR FUTURE REQUIREMENTS.

AN INCENTIVE TO TRACK & MANAGE GHG EMISSIONS,
SEEK PRODUCTIVITY AND ENERGY EFFICIENCY GAINS,
AND ACCELERATE LEARNING CURVE REGARDING
COMPETITIVENESS AND CARBON MARKETS.

ENABLING PUBLIC RECOGNITION AND
DEMONSTRATING GOOD CORPORATE CITIZENSHIP.

POSSIBLE VEHICLE FOR REGIONAL, MULTI-STATE, AND
CROSS-BORDER COOPERATION.
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DESIGN
ELEMENT

OPTIONS

DESIGN
CONSIDERATIONS

SPAN OF CONTROL

PRELIMINARY
RECOMMENDATION

Key DESIGN CRITERIA (BEYOND GHG REPORTING DESIGN OPTIONS MATRIX)

STATEWIDE AT LEAST, BUT AS BROAD

EFFICIENCY?

COUNTING

DEFINE GEOGRAPHICAL e NEW MEXICO
1.1 ¢ COST, ECONOMIES OF AS POSSIBLE, CONSISTENT WITH BEST
BOUNDARIES e REGIONAL (OR BROADER) SCALE, & BROADER = PRACTICES
BETTER?
e STATE VERIFICATION o SEE GHG REPORTING
1.2 | VERIFICATION THIRD-PARTY VERIFICATION
e THIRD-PARTY VERIFICATION DEsIGN OPTIONS MATRIX
e SINGLE SPECIFIED YEAR e FLEXIBILITY VS. SIMPLICITY UNLESS OTHERWISE REQUIRED FOR A
o SINGLE ENTITY-CHOSEN YEAR | e MUST HAVE GOOD DATA SPECIFIC PURPOSE, ALLOW ENTITY TO
1.3 | BASE YEAR A FOR BASE YEAR CHOOSE BASE YEAR. (THIS ALLOWS
® AVERAGE OF MULTIPLE YEARS ’ ENTITIES TO GO BACK AS FAR AS GOOD
® AGAINST WHAT BASELINE? YES, KEEP AS OPEN AND FLEXIBLE AS
POSSIBLE, BUT HAVE THIRD PARTY
1.4 | PROJECT-LEVEL SUBMITTALS e YEs / No / CONSTRAIN * ADDITIONALITY ISSUES ’
(WHAT WOULD HAVE VERIFICATION AND REQUIRE SOLID
HAPPENED ANYWAY? QUANTIFICATION PROTOCOLS.
YES; DOOR SHOULD BE OPEN TO SPUR
OTHERS TO ACT AND POSSIBLE
“ ” e CO-BENEFITS LOCATION? REGIONAL ACTION.
1.5 | “OFFSETS e YES / NO / SOME
e NATURE / CHARACTER? OFFSETS ASSUME A GHG REDUCTION
OBLIGATION, THEN WORK IN CONCERT
WITH IT.
MANDATORY REPORTING STARTING IN
e ESTABLISH A “TO BE IN 2008; REGISTRY TO FOLLOW ASAP FOR
1.6 | START DATE . ” !
OPERATION” DATE? SECTORS/SOURCES AS HIGH QUALITY
QUANTIFICATION PROTOCOLS ALLOW.
e EXAMPLE: WHO OWNS MUST HAVE ADEQUATE SAFEGUARDS
e RISK OF DOUBLE-
1.7 | OWNERSHIP REDUCTIONS FROM ENERGY AND PROTOCOLS TO ENSURE NO

DOUBLE COUNTING.
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DESIGN DESIGN PRELIMINARY
OPTIONS
ELEMENT CONSIDERATIONS RECOMMENDATION

e MUST HAVE ADEQUATE TRANSPARENCY
TO ENSURE QUALITY.

1.8 | TRANSPARENCY . .

e STRIVE FOR CONSISTENCY AND

COMPATIBILITY WITH RELATED
1.9 | CONSISTENCY . . PROGRAMS (AS DONE WITH
RENEWABLE ENERGY CERTIFICATES
(RECs)).

TECHNICAL ISSUES

e MuLTIPLE WAYS OK (E.G.,

TREATMENT OF MINORITY
1.10 EQUITY SHARE, FINANCIAL e GHG ProTOCOL e COMPORT WITH GHG ProTOCOL.
OWNERSHIP CONTROL), BUT MUST BE
CONSISTENT

e SUCH CHANGES OFTEN
1.11 | MERGER & ACQUISITION ISSUES REQUIRE RECALCULATION. e GHG ProrocCoOL

COMPORT WITH GHG PrROTOCOL.

QUALITY ASSURANCE;

1.12 . e GHG ProTOCOL e COMPORT WITH GHG PrOTOCOL.
UNCERTAINTY ANALYSIS
REGULATORY GUIDANCE e NEW MEXICO SHOULD OFFER

1.13| (PROTOCOLS, GUIDANCE . . REASONABLE GUIDANCE AND TOOLS TO
DOCUMENTS, ETC.) ENCOURAGE PARTICIPATION.

o CONFIDENTIAL BUSINESS RETAIN STATE AUTHORITY, ENSURE
114 DATA FLOW; FILING METHODS, . INFORMATION (CBI) ADEQUATE DATA PROTECTION, AND

ETC. USE WEB FILING TO THE GREATEST
LEGAL AUTHORITY, ETC.
EXTENT POSSIBLE.
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DESIGN DESIGN PRELIMINARY
OPTIONS
ELEMENT CONSIDERATIONS RECOMMENDATION

ADMINISTRATIVE & OPERATIONAL ISSUES

e WITHIN NEW MEXiIco, NMED 1s
e NMED

e POTENTIAL FOR A PROBABLY THE BEST PLACE TO HOUSE
1.15 LOCATION (AGENCY) e PRC OR OTHER AGENCY? REGIONAL OR NATIONAL THE REGISTRY (BUT ADEQUATE
e NEW ENTITY? REGISTRY RESOURCES WILL BE NECESSARY).

e |F REGIONAL, THEN TDB.

e STRIVE FOR: (A) CONSISTENCY WITH
OTHER REGISTRY EFFORTS; (B)
FLEXIBILITY TO SERVE BOTH

e MULTIPLE NEEDS

o NM-SPECIEIC (EMISSIONS INVENTORY,

S - WEB | ALLOWANCES,
1.16 OFTWARE; WEB INTERFACE, e CCAR, RGGR, CCX, ERT, MANDATORY, VOLUNTARY, MANDATORY AND VOLUNTARY
ETC. EATS? ETC.) PARTICIPANTS & SECTORS; (C) ABILITY
e OTHER? o RAPIDLY CHANGING TO CHANGE AS REGISTRIES EVOLVE;
“USTATE OF THE ART” AND (D) MAXIMUM IMPLEMENTATION
VIA WEB CAPABILITIES.
* TRANSACTION FEES o DEVELOPMENT COSTS e ONGOING COSTS SHOULD BE BORNE
* PARTICIPANT DUES PRINCIPALLY BY REGISTRY
117 Cost e PUBLICLY SUPPORTED? * ONGOING OPERATING PARTICIPANTS (AS OPPOSED TO
e OTHER? COsTS TAXPAYERS).
o NMED e EITHER NMED OR PuBLIC BOARD OK;

BUT MUST MAINTAIN CURRENT

1.18 OVERSIGHT & MANAGEMENT e PUBLICLY APPOINTED BOARD?| o POSITIVE MOMENTUM.

* OTHER? e |F REGIONAL, THEN TDB.

e LOW-KEY RESULTS
REPORTING OF RESULTS; e REGISTRY SHOULD REACH OUT WITH

- [ ]
119 REcoGNITION * PRO-ACTIVELY RECOGNIZE RESULTS AND RECOGNITION.
ACHIEVERS
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Multi-State Climate Registry
Contact Information

The following organizations are supporting their states in the development of a Multi-
State Climate Registry. [The California Registry was established by California statute
as a non-profit voluntary registry for greenhouse gas (GHG) emissions. NESCAUM,
LADCO, and WRAP are regional organizations that provide scientific, technical,
analytical, and policy support to air quality agencies located in their member states.]

California Climate Action Registry
515 S. Flower Street, Suite 1640
Los Angeles, CA 90071
www.climatereqistry.org

Sam Hitz
(213) 891-1444
samh@climatereqgistry.org

Joel Levin
(213) 891-1444
jlevin@climatereqgistry.org

NESCAUM (Northeast States for Coordinated Air Use Management)
101 Merrimac Street, 10" floor

Boston, MA 02114

www.nescaum.org

Heather Kaplan
(617) 259-2012
hkaplan@nescaum.org

LADCO (Lake Michigan Air Directors Consortium)
9501 West Devon Avenue, Suite 701

Rosemont, IL 60018

www.ladco.org

Mike Koerber
(847) 720-7880
koerber@ladco.org

WRAP (Western Regional Air Partnership)
1515 Cleveland Place, Suite 200

Denver, CO 80202

www.wrapair.org

Patrick Cummins
(970) 884-4770
pcummins@westgov.org
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Multi-State Climate Registry FAQ

BACKGROUND

What is a registry?

Registries represent a bottom-up approach to emissions accounting, where companies
and organizations quantify and report their emissions from various individual sources.
Reporting is based on a series of quantification standards and guided by program
requirements outlining the type of data and information an entity is required to report and
how that data is reported; registries also provide a system with standardized formats for
tracking, storing and making information available.
In contrast, emissions inventories provide a top-down accounting of a state’s, country’s,
or organization’s emissions based on aggregate activity data (e.g. energy consumption
data). Inventories are designed to give a comprehensive view of total emissions in a
state or country and reveal aggregate trends over time.
Examples of existing U.S. emissions registries (voluntary and mandatory) include:
o U.S. Acid Rain program and the OTC NOx Budget Program — emissions trading
registries
o U.S. Toxic Release Inventory (TRI) — emissions reporting registry
o DOE’s 1605(b) program — emissions reporting registry that supports emissions
reduction projects
o California Climate Action Registry — entity-wide emissions reporting registry that
supports emissions reduction projects

Which states/regions have legislation or plans calling for the development of
climate registries?

Eastern States

The New England Governors/Eastern Canadian Premiers 2001 Climate Change Action
Plan identified the development of a GHG registry as a key step in helping the region
meet its climate reduction goals.® Several state climate action plans and state legislation
have also identified the development of a GHG registry as an action item, including:
Massachusetts Climate Protection Plan, Maine Public Law 2001 c.3, New Hampshire
Voluntary GHG Emissions Reduction Registry Regulations, and the Connecticut Act
Concerning Climate Change.? New Jersey, Connecticut, and Maine require GHG
reporting from certain stationary sources.

Western States

California passed legislation in 2001 creating a voluntary climate registry®, the California
Climate Action Registry, which became operational in 2002.* Over 85 organizations

! http://www.negc.org/documents/NEG-ECP%20CCAP.PDF

2MA Climate Protection Plan. Spring 2004. p. 23, http://www.massclimateaction.org/pdf/ MAClimateProtPlan
0504.pdf; ME Public Law 2001 c¢.3, H.P. 78 - L.D. 87, http://janus.state.me.us/legis/ros/lom/L OM 120th/Resl1-
50/Res1-50-02.htm#P21 2364; NH Code of Administrative rules. Chapter Env. A-3800,

http://www.des.state.nh.us/rules/enva-3800.pdf; CT Public Act No. 04-252,

http://www.cga.ct.qov/2004/act/Pa/2004PA-00252-R00SB-00595-PA .htm

3 Senate Bill 1771, http://198.104.131.213/doc ABOUTUS/SB1771.pdf
4 http://www.climateregistry.org
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currently report to the California Registry on a voluntary basis. California’s Global
Warming Solutions Act (A.B. 32,) passed in October 2006, will make reporting
mandatory for certain major sources starting on January 1, 2008.°> New Mexico and
Arizona have called for the creation of a GHG registry as part of their Southwest Climate
Change Initiative.

Midwestern States

Wisconsin developed a voluntary emission reduction registry in 2002 to document
voluntary reductions of greenhouse gases and other pollutants. Reporting is required
from sources that emit more than 100,000 tons of carbon dioxide.® Minnesota’s Pollution
Control Agency identified the creation of a registry as part of its Climate Action Plan
recommendations.

What is the purpose and scope of a multi-state greenhouse gas registry?

In this effort, a group of about 30 states/tribes are exploring the development of a multi-
state, multi-regional climate registry to standardize best practices in data reporting and
management, establish a set of common protocols (based on WRI/WBCSD’s GHG
Protocol Corporate Standard), and support a common reporting system.

The registry currently being considered would be policy-neutral, meaning it could support
voluntary reporting of GHG emissions, mandatory reporting of GHG emissions, and
regulatory GHG emissions reduction programs.

State governments would then implement their own climate programs and the registry
would ensure consistency and transparency between programs and establish a high
level of environmental integrity in emissions accounting and reporting.

Regardless of whether states are implementing mandatory or voluntary climate
programs, there is a need for a high quality, credible GHG registry that facilitates
broader participation in existing and expanding climate programs.

What would be the benefits of state/tribe collaboration?

Create a vehicle for politically and geographically diverse states/tribes to take action
together on climate change. Although states/tribes are at different stages in their efforts
to address climate change, state regulators and policy makers would benefit from
increased information sharing regarding emissions reporting and reduction programs.
Support the voluntary reporting of “regulatory quality” GHG data. Even for states
implementing mandatory climate programs, it remains important for companies,
organizations, and governments to have access to a system that supports the voluntary
reporting of entity-wide GHG emissions as such a system may:
o Provide reporters with a platform nationally recognized for establishing the most
credible and consistent GHG reporting requirements.
o Encourage GHG tracking and reporting for companies and organizations, large
and small, that do not internally monitor their emissions data.
0 Encourage companies and organizations to report that are not yet covered by
mandatory state programs.
o0 Provide public disclosure of carbon emissions.
o Offer the possibility of uniformity of rules for companies with facilities in many
states. Develop a reporting platform for institutions — such as universities, large

® Assembly Bill 32, http://www.assembly.ca.gov/acs/acsframeset2text.htm
® http://www.dnr.state.wi.us/org/aw/air/registry/index.html

7 http://www.pca.state.mn.us/publications/reports/mnclimate-acti on-plan.pdf
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indirect emitters, and cities — which will not likely be required to report under

mandatory programs.
Establish a common infrastructure to support current and future mandatory programs.
Whether or not states are engaged in mandatory GHG programs, as states invest in any
registry, they are developing the framework for a GHG emissions management system.
Lower costs for states. The potential of creating a common registry will likely reduce
each state’s costs, as we pool resources. Especially when considering the cost of
developing software for the Registry, pooling resources will reduce costs and allow for a
higher quality software interface than many states could individually afford.
Develop linkages between policies and management systems. Some states are
interested in linking their GHG reduction programs — the registry would provide a forum
for state regulators to develop linkages and perhaps create models for future programs.
Standardize best practices in GHG emissions reporting. The GHG Protocol Corporate
Standard establishes high-level standards regarding GHG accounting at the entity-level.
In terms of actual GHG reporting, however, a variety of decisions will need to be made
on a program level regarding how this information is captured, stored, and reported.

How would a multi-state GHG registry compare with existing climate registries?

Chicago Climate Exchange: CCX is an independent, for profit, voluntary emissions and
allowance trading system—the program is not subject to state mandatory and regulatory
guidelines and differs from an entity-wide voluntary emissions reporting approach.

U.S. Department of Energy’s 1605(b) program: 1605(b) is a voluntary emissions
reduction registry established to track emissions reductions based on intensity metrics to
meet the Bush Administration’s goal of an 18 percent decrease in U.S. GHG emissions
intensity by 2012; in contrast, the states would develop a policy-neutral emissions
reporting system and would track emissions on an absolute basis.

U.S. Environmental Protection Agency’s Climate Leaders program: Climate Leaders is
public/private partnership designed to support corporate GHG management strategies
and reduction targets; it does not provide a policy-neutral platform for state-sponsored
policies and programs.

What is the incentive for companies and organizations to voluntarily report their
emissions?

Demonstrate environmental leadership

Identify and manage GHG risks and opportunities

Gain access to user-friendly web-based software program

Document early action (voluntary emission reductions)

Participate in policy discussions relevant to their industry and evolving GHG policy

PROCESS

What states/regions have expressed interest in participating in the development
process?

California (through the California Climate Action Registry): The California Registry is a
voluntary greenhouse gas (GHG) registry, operating since 2001, with more than 90
members including businesses, state agencies, municipalities, educational institutions
and environmental non-profits, among others. The California Registry has more than 170
million metric tons registered and certified.
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« Eastern Climate Registry: Ten states in the eastern U.S., including Connecticut,
Delaware, Maine, Massachusetts, New Hampshire, New Jersey, New York, Rhode
Island, Pennsylvania, and Vermont, coordinated by NESCAUM, are in the final stages of
developing a policy-neutral climate registry.

« Lake Michigan Air Directors Consortium (LADCO): Eight Midwest States, including lowa,
lllinois, Indiana, Ohio, Michigan, Minnesota, Missouri, Wisconsin, coordinated by
LADCO, have been exploring the development of a Midwest GHG Registry throughout
the past year.

» Western Regional Air Partnership (WRAP): Thirteen Western states, including Alaska,
Arizona, California, Colorado, Idaho, Montana, New Mexico, North Dakota, Oregon,
South Dakota, Utah, Washington, Wyoming, coordinated by WRAP, have also been
exploring the development of a climate registry.

Discussions are also underway with several tribes and southeastern states to join the Registry
development process.

How is the registry development process structured?

e States/tribes participating in the registry development process have designated a group
of 15 high-level environmental officials to the Multi-State Climate Registry Steering
Committee.

» The Steering Committee is charged with the following tasks: develop guiding principles,
approve technical framework documents, outline organizational and governance
structure, establish a stakeholder process, draft a Memorandum of Understanding, and
brief states/tribes on the potential roles and responsibilities of the registry.

» Ateam of technical experts representing state agencies and organizations engaged in
the Multi-State Climate Registry effort has been assembled to develop a proposed
reporting framework for the Registry.

« Subcommittees have also been established to outline options for organizational and
governance structure and to draft an agreement between states/tribes.

Who sits on the Multi-State Climate Registry Steering Committee?
Environmental officials from the following states and regional organizations sit on the MSCR
Steering Committee on behalf of states within their regions:

» East: Connecticut, Massachusetts, New Hampshire, NESCAUM

* West: Arizona, California, New Mexico, WRAP

* Midwest: Illinois, Michigan, Minnesota, LADCO

How long will the Multi-State Climate Registry development process take?
* The goal is for states to reach agreement on a common registry by June 2007 and have
the program operational by December 2007.
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Principles of the Multi-State Climate Registry
(endorsed by MSCR Steering Committee in September 2006%)

MISSION STATEMENT

Our mission is to develop and implement a common repository for state/tribe recognized
greenhouse gas (GHG) emissions records that supports GHG emissions reporting and
reduction policies for its member states and tribes. It will provide an accurate, consistent,
transparent, and verified set of data and a robust accounting infrastructure.

GUIDING PRINCIPLES
States and tribes are working together to develop and implement a system based on best
practices which would:

» Establish a high level of environmental integrity in measuring emissions and reductions
and collect consistent, complete, relevant, accurate, and transparent data.

» Develop a common GHG reporting structure based on agreed upon accounting and
reporting protocols, which would:

o Establish a common currency to ultimately support state and tribal programs and
eliminate the need to for discounting reductions between programs.

o0 Minimize the burden on reporting entities.

o Provide an opportunity for entities to establish a baseline and document early
action.

* Provide the infrastructure for each member to utilize in support of GHG reporting,
registration, emissions allowance and reduction tracking functions.

* Encourage other states and tribes to join.

» Reflect input from environmental groups, businesses, local government, and other
interested parties.

! The MSCR Steering Committee is made up of 15 high-ranking environmental officials representing
states and regions participating in the development process.
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Multi-State Climate Registry Briefing Paper
(drafted by MSCR Steering Committee in November 2006)

Summary

The Multi-State Climate Registry (MSCR) would serve as a common repository for state/tribe
recognized greenhouse gas (GHG) emissions records and would ensure consistency between
GHG emissions reporting and reduction programs between member states and tribes. While the
nature and scope of these programs differ, the MSCR would provide the basis for a common
currency and robust data standards consistent with those used in international GHG reporting
programs. Consequently, the registry would enable state and regional programs to be
expanded, modified, linked and merged without undermining the basic infrastructure upon which
they are built.

The MSCR would be designed as a policy-neutral reporting platform and repository for GHG
emissions information to support a variety of voluntary, mandatory and regulatory state GHG
programs. It would generate high quality emissions data to be quantified, collected and reported
in a consistent fashion. The Registry would ensure the highest quality standards for voluntary
reporting programs and fundamental data consistency and transparency among mandatory
programs.

Key Drivers and Assumptions
» A group of states and tribes are jointly seeking to create a policy-neutral registry based
on a high level of environmental integrity that can support state and tribe GHG reporting,
registration and emissions allowance and reduction tracking functions. This registry
would seek to expand its membership to include all U.S. states and tribes.

« To that end, states/tribes would need to establish an organization to manage and
maintain the functions of the registry and its various uses in supporting state/tribe
climate actions.

» Although our programs and policies may differ, participating states/tribes would agree to
use a unified GHG reporting platform with common standards to minimize the burden on
reporting entities, maximize state resources, and support best practices.

* Injoining the MSCR as members, states and tribes would be expected to endorse the
MSCR'’s voluntary reporting program and look to the Registry’s accounting and reporting
standards in establishing their mandatory programs.

» Only states and tribes would be qualified to become members of the MSCR. Other
government, nonprofit, and private institutions would be eligible to participate as
reporters to the registry (either through the voluntary reporting program or through state
mandatory programs). Stakeholders would be consulted in the design and
implementation of the MSCR framework and structure.

! The MSCR Steering Committee is made up of 15 high-ranking environmental officials representing
states and regions participating in the development process.
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» The duties, obligations, and authority of member states and tribes associated with
participation in the MSCR would be based on the organizational structure that
participating states decide to endorse.

MSCR Proposed Activities/Roles

» Develop, adopt and update GHG measurement and reporting protocols

e Support voluntary reporting, mandatory reporting, and emissions and allowance tracking

» Support baseline and reduction project reporting consistent with state/tribe regulatory
programs

» Organize multi-state conferences and workshops on GHG reporting

* Manage the web application, database and software to track and report GHG emissions
and allowances and reductions

» Liaison with member states

* Recruit reporters

» Generate public reports

* Provide technical support and training to reporters

* Facilitate outreach and communications

» Serve specific state needs for information collection, as required

e Support common standards with federal and international programs

* Provide high-quality education on GHG reporting to companies and organizations

» Advocate jointly for federal, foundation, and state funding to support accounting activities
for state reduction programs

* Accredit and oversee verifiers

Goals of the Organization
The MSCR organizational structure needs to be able to provide the following benefits to
members:

Create a common standard for tracking and measuring GHG emissions. Although states
are at different stages in their efforts to address climate change, state regulators and policy
makers would benefit from the standardization of emissions reporting and reduction
measurement.

Lower costs for states. Creating a common registry would likely reduce each state’s costs as
we pool resources. Especially when considering the cost of developing software and developing
and maintaining protocols for the Registry, pooling resources would reduce costs and allow for
higher quality tools than many states could individually afford.

Act in time to meet state needs. For it to be successful, it is essential that the MSCR start
operations in a time frame that meets state needs. Many states are now moving forward rapidly
with GHG programs. If the MSCR cannot move in time to meet the needs of these states, they
may develop programs on their own, increasing the challenges of coordination and
harmonization. For example, the California Air Resources Board (CARB) is mandated to issue a
final rule on mandatory reporting by January 1, 2008. If the MSCR cannot meet this time frame,
CARB may decide to act on its own or in concert with other western states. In another example,
the State of Connecticut was charged with implementing a mandatory GHG reporting program
through the Registry starting in April 2006. Connecticut has already set up a state system to
collect that data until they can integrate their reporting program with the MSCR’s requirements
and tools.
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Standardize best practices in GHG emissions reporting. The World Resources Institute and
World Business Council on Sustainable Development’s GHG Protocol Corporate Standard
establishes high-level standards regarding GHG accounting at the entity-level. In terms of actual
GHG reporting, however, a variety of decisions will need to be made on a program level
regarding how this information is captured, stored, and reported.

Develop linkages between policies and management systems. Some states are interested
in linking their GHG reduction programs — the registry would provide a forum for state regulators
to develop some linkages and perhaps create models for future programs.

Support the voluntary reporting of high quality GHG data.? Even for states implementing
mandatory climate programs, it remains important for companies, organizations, and
governments to have access to a system that supports the voluntary reporting of entity-wide
GHG emissions as such a system may:

» Provide reporters with a platform nationally recognized for establishing credible and
consistent GHG reporting requirements.

» Encourage GHG tracking and reporting for companies and organizations, large and
small.

» Encourage companies and organizations to report that are not yet covered by mandatory
state programs.

» Provide public disclosure of carbon emissions.

» Offer the possibility of uniformity of rules for companies with facilities in many states.

» Develop a reporting platform for institutions — such as universities, large indirect
emitters, and cities — which will not likely be required to report under mandatory
programs.

Establish a common infrastructure to support current and future mandatory reporting
programs. The GHG Registry would help develop a GHG emissions management system that
could support state mandated programs. It might also develop a model rule for state and tribe
mandated reporting programs that could serve as an exemplar of best practices to support
states/tribes in designing their mandatory GHG reporting programs.

Obligations of Participating States

Each state/tribe would retain all rights in implementing and enforcing their GHG programs and
would agree to participate in the joint MSCR approach. It is assumed that all states participating
in the MSCR would agree to endorse the use of Registry protocols and the reporting platform for
voluntary reporting. It is also assumed that while states and tribes would follow the reporting
requirements outlined by the MSCR and would use the MSCR as a GHG emissions repository
(or at least upload their emissions data to the MSCR) for their mandatory reporting data, their
agencies would continue to have complete control over the specific design of these programs,
particularly with respect to compliance and enforcement.

% Itis important to note that companies and organizations would be invited to voluntarily report their
emissions into the Multi-State Climate Registry even if emissions occur in a state that is not a registry
member. Wal-Mart, for example, may choose to report their GHG emissions to every state in which they
operate regardless if that state is a registry participant.
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Governance

A Board of Directors would be created and made up of one representative of each participating
state/tribe. To coordinate this large group (potentially including 30+ states and tribes), an
Executive Committee would also be appointed for day to day decision-making. A more detailed
governance structure would be developed by the Steering Committee for review, discussion and
approval by the entire MSCR membership as the development of the Registry progresses.

The development of an MSCR organization to manage the Registry will be discussed in a
Working Group and reviewed by the Steering Committee. The Steering Committee will evaluate
options and identify the resources needed from member states/tribes and other interested
parties for implementation.

Technical Elements

The MSCR Technical Team, consisting of environmental regulators from states participating in
the development process, has drafted technical framework proposals to lay the groundwork for
the following program elements to support entity-level accounting and reporting. Detailed
protocols and guidelines will be drafted and released for public comment once an MOU has
been signed in spring 2007.

Entity accounting allows a company or organization to identify its reductions in GHG emissions
by making annual emissions comparisons. Under voluntary programs, an entity must identify a
base year to identify reductions in GHG emissions over time. Entity accounting is used primarily
for companies and organizations to conduct internal inventories for management purposes or to
demonstrate GHG emissions reductions based on voluntary reduction targets (e.g., EPA
Climate Leaders); entity accounting concepts are also required for governments to quantify
emissions from regulated entities, set accurate cap levels, and calculate whether an entity has
met its requirements under the cap.?

Best Practices in Emissions Reporting. The MSCR would develop a series of reporting
standards to establish the building blocks for mandatory and voluntary reporting. These
standards would be designed to ensure basic consistency among mandatory reporting
programs, and that all data reported through voluntary programs is of high quality. These
reporting standards would represent the common thread between state mandatory reporting
programs and mandatory and voluntary reporting programs.

GHG Reporting and Accounting Protocols. The MSCR would adopt a harmonized set of
accounting and reporting protocols based on guidelines established by the California Registry
and the Eastern Climate Registry. These would be consistent with WRI/WBCSD’s GHG
Corporate Protocol Standard. The MSCR would continue to adopt new guidance documents as
needed. Initially this reporting framework would focus on absolute emission reporting, but during
a subsequent phase of implementation could be expanded to include project accounting.

Third-Party Verification. The MSCR would establish verification requirements and administer a
verification program for all voluntary reporters. States/tribes that have mandatory reporting
requirements may choose to use the MSCR'’s third-party verification system.

% Participating states will work to develop a rigorous project accounting framework that could quantify and
characterize CO, removals from the atmosphere, including terrestrial sequestration activities (e.g. forest
or agricultural soil based activities) as well as geologic sequestration, in the registry’s implementation
phase.

-11-





Multi-State Climate Registry Stakeholder Briefing Materials
December 2006

Multi-State Climate Registry Implementation Timeline
(endorsed by MSCR Steering Committee in November 2006%)

This document provides an overview of a proposed approach for implementing the Multi-State
Climate Registry (MSCR) and the steps which will be required. This overview offers proposed
action steps, timing and proposed responsible parties for the achievement. Projected major
MSCR milestones are indicated in italics.?

Development Phase

1. Develop Technical Framework Document Sept - Jan 2006
The Technical Team will propose a technical framework to support the MSCR’s reporting
needs. This framework will be based on existing high quality reporting programs and will
be designed to support the MSCR’s principles of consistency, accuracy, and
transparency.

Duration: 4 months
Responsibility: Technical Team

2. Develop Options for Organizational Structure Oct - Dec 2006
The Options Subcommittee of the Steering Committee will develop a set of options for
the organizational structure of the MSCR, including a recommended option for adoption
by the Steering Committee.

Duration: 3 months
Responsibility: Options Subcommittee

Steering Committee selects option for organizational structure Dec 2006

3. Draft MOU Dec 2006 — Feb 2007
A Drafting Subcommittee of the Steering Committee will draft the text of a proposed
MOU. This is intended to serve as the founding document of the MSCR and will offer a
structure for the governance and structure of the organization.

Duration: 2 months
Responsibility: Drafting Subcommittee and support organizations (CCAR and
NESCAUM)

4. Steering Committee Phoenix Meeting Feb 2007
At the meeting, the Drafting Subcommittee will present its draft of the MOU to the
Steering Committee for consideration. The Steering Committee will also discuss financial
and administrative details associated with the organization, and the Technical Team will
present its draft technical framework.

! The MSCR Steering Committee is made up of 15 high-ranking environmental officials representing
states and regions participating in the development process.

2 All activities and dates are subject to change pending the availability of resources, the content of the
MOU, and the guidance of the Registry Board.
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5.

Review and Comment on the MOU Feb - Mar 2007
The draft MOU will be revised based on the comments and concerns of participating
states through a series of conference calls with agency heads, as needed.

Duration: 2 months
Responsibility: Steering Committee and support organizations (CCAR and NESCAUM)

States sign MOU. Press events will be held in all participating states, followed soon
thereafter by a first meeting of the board.
Mar - Apr 2007

Implementation Phase

6.

10.

MSCR Organizational Launch Mar - May 2007
The MSCR will be incorporated and hire or contract staff to carry out implementation
beyond this point. The Registry website will also be launched at this time.

Develop Software Proposal Feb — April 2007

The Technical Team will develop a proposal for a decision by the board on a data
collection and reporting software tool capable of supporting the MSCR'’s programs.
Several tools exist and are in use in different parts of the country. They may be used
individually or in coordination to meet the needs of the MSCR. The ability of these tools
to meet the Registry’s needs will be analyzed and options for their deployment
developed.

Duration: 3 months
Responsibility: Technical Team

Present Draft Framework to Stakeholders for Comment  Apr — June 2007

The board will review and then release the draft technical framework document for public
comment by stakeholders. Comments will be integrated into a final draft for adoption by
the board.

Duration: 3 months
Responsibility: MSCR Technical Team

Assemble Emission Quantification Methods Apr — Aug 2007

The staff of the MSCR will assemble source specific approved emissions quantification
methods consistent with the technical framework proposal. Developing or adopting
guantification methods will be a locus of ongoing work for the MSCR, however methods
must be assembled for most common sources, before the Registry launches. While
there are many sources on which to draw, assembling detailed quantification guidance in
a tiered structure will require significant effort.

Duration: 4 months
Responsibility: MSCR staff

Draft General Reporting Protocol June — Nov 2007
The staff of the Registry will develop a central reporting protocol, which is the step by
step manual for reporters to the Registry.
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11.

12.

13.

Duration: 6 months
Responsibility: MSCR staff

Draft Verification Protocol July — Sep 2007

The verification protocol will instruct third party verifiers on how to assess the
conformance of a reporter’s emission report to the Registry’s central reporting protocol
and the accuracy of emission data. While this document could also be based on the
California Registry’s Certification Protocol, adaptation will be required.

Duration: 3 months
Responsibility: MSCR staff

MSCR board approves protocols Sept 2007

Customize Software Solution Aug — Dec 2007

Based on the software proposal developed during the design phase, the MSCR staff will
manage the customization of the software option or options selected by the Steering
Committee. This process will involve instantiating quantification methods and potentially
new features of the MSCR’s reporting and verification protocols.

Duration: 5 months
Responsibility: MSCR staff

Develop Administrative Procedures and Policies Apr — Nov 2007

The MSCR develop the administrative procedures necessary to support the reporting
program. These include everything from developing a schedule of fees, to reporting and
verification deadlines to procedures for qualification, training and oversight of verifiers to
the revision process for protocols, among many others.

Duration: ongoing throughout implementation
Responsibility: MSCR staff

MSCR begins accepting data Dec 2007
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Summary of Proposed Technical Frameworks

(drafted by MSCR Technical Team and reviewed by Steering Committee

in November 2006

Nature of Ongoing Technical Work

The Multi-State Climate Registry will serve to create consistency between
existing state greenhouse gas (GHG) reporting programs and accommodate new
programs as they come on line. While the nature and scope of these programs
will differ, the Multi-State Climate Registry will provide the basis for a common
currency and robust data standards consistent with those used in international
GHG reporting programs.

A team of technical experts representing state agencies and organizations
engaged in the Multi-State Climate Registry effort has been assembled to
develop a proposed reporting framework for the Registry.

The framework will articulate a series of reporting standards to establish the
building blocks between state mandatory reporting programs and voluntary
reporting programs. These standards are designed to ensure fundamental
consistency between data collected for different types of climate programs.

The proposed framework will also lay out the basic structure of a voluntary, entity
wide reporting program that will be one of the key components of the Multi-State
Climate Registry. This voluntary structure will include a requirement for third
party verification of reported data.

The proposed framework will be based on the existing reporting requirements of
the California Registry and the Eastern Climate Registry.

Proposed Reporting Standards

The goal of the Multi-State Climate Registry is to ensure that emissions data are
generated and collected in a consistent manner, regardless of its intended use.
This consistency is instrumental to creating the common currency that can
eventually underpin coordinated policy. To this end, the same basic standards
that apply to state mandatory reporting programs should apply to voluntary
reporting programs. These program elements include:

0 Accounting and reporting principles
Source categories
Emissions quantification
Responsibility to report
Verification standards

O o0oOo0o

The Multi-State Climate Registry’s standards for state mandatory programs will
be structured so as not to infringe on a state’s authority to design, implement, or
enforce its own programs.

* The MSCR Steering Committee is made up of 15 high-ranking environmental officials
representing states and regions participating in the development process. The Technical Team,
consisting of environmental regulators from participating states, has drafted technical framework
proposals to lay the groundwork for establishing best practices in emissions reporting, GHG
accounting and reporting protocols, and third-party verification standards.
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Status

* The proposed technical framework is expected to in part, form the basis for an
initial agreement between participating states to proceed with the development of
the Multi-State Climate Registry.

* Once an agreement in principle to proceed with the development of a Multi-State
Climate Registry is reached among the states, the Steering Committee will adopt
a timeline and work plan for the detailed development of the Registry’s reporting
requirements and procedures.

» This development process will incorporate an inclusive stakeholder process.

1) Summary of Proposed Framework for State-Mandated Reporting
Programs

Purpose and Objectives

» Collect emissions data and information, at the facility and unit level, that can
ultimately support state/tribe mandatory reporting programs (e.g., CA, CT, NJ,
ME, etc.) and emissions trading programs (both consumption and production
based approaches).

» Develop best practices for facility emissions data and reporting through the
MSCR to support state/tribe mandatory reporting programs and voluntary
reporting programs.

» Ensure consistency between state/tribe reporting programs so a “ton is a ton”
throughout the system.

Technical Points of Agreement
Accounting and Reporting Principles: Reporting would be based on five GHG
protocol principles: relevance, completeness, consistency, transparency, accuracy.

Defining the Reporting Entity: State/tribe would determine scope of facility and entity
definitions in their reporting requirements (e.g., state/tribe may decide to include all
activities and operations connected to that site such as mobile sources and pipelines).

Responsibility to Report: Facility reporting in the MSCR could be conducted by the
“owner” or “operator” of that facility, or in a manner consistent with existing state/tribe air
quality regulations.

Applicability: At a minimum, the registry would support reporting of all six Kyoto gases
at the facility level (CO,, CHy4, N,O, HFC, PFC, and SF;). All GHGs would be reported
distinctly into the system and only converted into CO, equivalents for reporting purposes.

Scope of Emissions Reported: The MSCR would support mandatory programs that
require the reporting of all emissions source categories: (1) stationary combustion, (2)
mobile combustion, (3) fugitive emissions, and (4) process emissions. While state
authorities would determine which sources are subject to their mandatory programs,
emissions information would be organized along common lines.

Level of reporting: Reporting at the facility level would be required; unit level data
would be encouraged but not required.
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De minimis threshold: The state/tribe authority responsible for implementing GHG
reporting programs at the facility level would be charged with determining whether a de
minimis emissions reporting threshold could be applied at the facility level as part of any
mandatory reporting program.

Quantification Guidelines: Tiered quantification guidelines would be
adopted/developed by the MSCR (similar to EU ETS system) to reflect increasing levels
of accuracy; there would be a two-tiered structure representing a preferred and default
approach. The choice of tiers available to the reporting facility (or entity) under state/tribe
mandatory programs would be pursuant to the state/tribe regulations. The process of
including states/tribes in developing and refining calculation methodologies and
associated protocols would be further defined once the Steering Committee has
determined an appropriate organizational structure for the Registry. The process of
developing quantification tiers or sub-tiers would be iterative as states continue to
develop their mandatory programs.

Emissions Estimation and Reporting: The state/tribe authority would obtain emissions
and operating information on reporting facilities, including documentation of data
acquisition and data handling activities, as pursuant to state/tribe regulations (such as
Title V license agreements).

Frequency of Reporting: At a minimum, reporting would occur on a calendar year
basis from January 1% to December 31%. The state/tribe authority may choose to require
reporting on a more frequent basis, if necessary.

Verification: For states/tribes using the Registry to support mandatory reporting
programs, third party verification would be identified as a preferred approach for
compliance and quality assessment. The MSCR would develop third-party verification
requirements (designed to support both voluntary and mandatory programs).
States/Tribes might decide not to use this approach for mandatory reporting, in which
case they would use any state/tribe endorsed verification or auditing system (considered
“tier two”). The state/tribe approach could be considered less desirable because those
programs have traditionally relied on state/tribe auditing and QA/QC systems that are
not as rigorous as third-party verification standards.* The type of verification employed
would be tracked in the MSCR’s data collection system.

!> The MSCR could also help clarify what an ideal state verification system might look like. This
could be integrated into a model rule that the MSCR develops for states to follow in crafting their
mandatory reporting systems.
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2) Summary of Proposed Framework for MSCR Voluntary Reporting
Program

Purpose and Objectives

» Develop a voluntary reporting program based on best practice entity-level GHG
accounting, particularly the WRI/WBCSD GHG Protocol Corporate Standard
(revised edition), as well as the voluntary reporting guidelines for the California
Climate Action Registry (CCAR) and the Eastern Climate Registry (ECR).

» Provide companies, organizations, and governments with a platform nationally
recognized for establishing the most credible and consistent GHG reporting
requirements.

» Capture emissions data and information for sources not covered under existing
state/tribe mandatory and regulatory programs.®

Technical Points of Agreement
Accounting and Reporting Principles:
* Reporting would be based on five GHG protocol principles: relevance,
completeness, consistency, transparency, accuracy.

Geographical Boundaries:
» National level reporting would be required for all sources located in the US or its
territories, broken down by state and tribe.
* International level reporting would be optional.

Organizational Boundaries:

* For companies with shared ownership of facilities or units, the MSCR would
require that reporting is done according to the control approach — following either
financial control, operational control, or both. Once an approach is chosen, it
should be used consistently going forward. It has not yet been decided whether a
company would also be required to report its entity level emissions following the
equity share approach.

Defining the Reporting Entity:

* Reporters would be required to report entity-wide emissions (i.e., total entity
emissions from all subsidiaries and facilities within the chosen geographical
boundaries). Parent companies or organizations that participate in the MSCR
would be required to report on behalf of their subsidiaries and group operations
(i.e. emissions reports should be aggregated at the highest level within the
MSCR’s membership, in a single report). Subsidiaries whose parent companies
do not participate in the MSCR could report to the MSCR; however they would
also be required to submit a corporate organizational chart that makes clear any
relationship to parent companies.

* Reporters would be required to report facility-level emissions.

* Reporters would also be encouraged to report emissions data at the unit level for
stationary combustion units if data are available.

'8 | its initial development the MSCR would focus on entity level reporting. However, during
subsequent stages of implementation it could also develop standard requirements for reporting
emissions reductions projects.
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Gases Covered:

» All six Kyoto gases (CO,, CHy4, N,O, HFC, PFC, and SFs) would be required to be
reported by the participant. Some flexibility may be given to reporters for a brief
period of time in reporting gases other than CO,.

» Quantification and reporting of carbon sinks/removals would be addressed in a
comprehensive fashion (both from a project and an entity perspective) during
implementation of the MSCR.

Operational Boundaries: Scope of Emissions and Sources:
 The MSCR would require entities to collect and report Scope 1 and 2 emissions
data.
» Data for direct CO, emissions from biogenic sources would be required to be
reported separately from direct (scope 1) emissions.
* Reporting Scope 3 emissions data would be optional.

Frequency of Reporting:

» Entity reporters would be required to report emissions annually on a calendar
year basis.

Establishing and Updating Base Year:

* The MSCR would require that companies establish a base year for which
verifiable emissions data are available and specify their reasons for selecting that
particular year. Reporting entities would select a single base year rather than
calculating a base year based on a multi-year average.

» Base year emissions would be required to be adjusted for structural changes
when there is significant impact on the consistency of the organization’s total
emissions. A structural change involves the transfer of ownership or control of
emissions-generating activities or operations from one company or organization
to another. Structural changes include mergers, acquisitions, divestments, etc.

» In addition, companies would be required to recalculate base year emissions for
any of the following cases: 1) changes in calculation methodology or
improvements in the accuracy of emission factors or activity data, or 2) discovery
of significant errors or a number of cumulative errors that are collectively
significant.

* The MSCR would require companies to apply the significance threshold that
triggers base year emissions recalculation in a consistent manner. It is
anticipated that a quantitative significance threshold would be established during
the Registry’s implementation phase.

Setting Performance Metrics:
* For some sectors, the Registry might develop and require reporting of sector-
specific performance metrics that best capture the benefits and impacts of the
sector and are relevant to the decision making needs of users.

De Minimis Emissions Reporting:
* An entity would be allowed to exclude particular sources of emissions if the total
guantities excluded represent less than or equal to 3 percent of the entity’s total
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emissions. The entity would be required to transparently document any
exclusion, providing a list of de minimis sources and estimated emissions from
each source to the verifier. A list of excluded sources would be made publicly
available in the entity’s emissions report. All emission sources accounted for in
an entity’s base year report would continue to be reported in future reporting
periods and may not be treated as de minimis in future years. Reporters would
be strongly encouraged to report 100 percent of emissions whenever possible.

Reporting of CO, Removals
» There is significant state/tribe interest in developing a rigorous accounting

framework that could also quantify and characterize CO, removals from the
atmosphere. These removals, or sinks, might include terrestrial sequestration
activities (e.g. forest or agricultural soil based activities) as well as geologic
sequestration. The Multi-State Climate Registry would develop a comprehensive
framework for accounting and reporting for sink activities, from both a project and
entity approach, as soon as reasonably feasible during implementation.

Emissions Quantification
* The voluntary reporting program of the MSCR would rely on the same two tier

system of quantification that will constitute the Registry’s minimum standards for
mandatory programs. Voluntary reporters could choose to use either tier 1 or tier
2 quantification methods, but would need to be transparent in their choice.
Emission data submitted in compliance with a state regulatory program that
endorses the MSCR would automatically be approved for submission as part of a
voluntary report to the Registry.

Public Reports
» Emissions data would be accessible to the public through annual reports posted
on the MSCR website. Public reports would include the entity’s emissions data
disaggregated on the following basis:

0]
(0]

0]
0]

Geography (both national and state, territory and tribal area levels)
Scope (direct, indirect, and other indirect emissions) with CO, emissions
from biogenic sources reported separately

Direct emissions by source type (stationary, mobile, process, and fugitive)
Gas (each of reported GHGS)

» Emissions reports would also be required to include the following information:

(0]

O o0oo0oo

Consolidation approach employed

Base year and description of any structural changes
Quantification methodologies employed

List of de minimus sources

Verification status
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3) Summary of Proposed Verification Framework

Purpose and Objectives

» Establish a systematic, independent and documented process for the evaluation
of GHG emissions reports to ensure integrity of the data collected by the MSCR

» Ensure that the MSCR'’s verification system is designed to support voluntary
entity wide emissions reporting as well as state mandatory and regulatory
programs (recognizing that states/tribes would be free to establish their own
requirements vis-a-vis compliance with their regulatory programs).

» Develop administrative procedures and detailed guidance at a later date, and rely
on already established verification systems.

* Provide confidence to users that emissions reports represent a faithful, true and
fair account of emissions—free of material misstatements and conforming to the
MSCR'’s accounting and reporting rules or other requirements that individual
state programs might impose.

Technical Points of Agreement
Principles:
» Accuracy, consistency, transparency, completeness, relevance
* Independence (objectivity and free from conflicts of interest)
* Consistency with ISO 14064-3
» Care in exercising professional judgment

Level of Assurance:
» Reasonable assurance, because it is the highest plausible standard of
verification, and is used in systems such as the EU ETS and the California
Registry would form the basis for the MSCR.

Materiality
» Initial materiality thresholds would not exceed 5% applied at entity and facility
level.

Scope and Frequency:
e Scope (gases, boundaries, emissions time increment, etc.) would be dictated by
MSCR reporting rules.
» Annual verification, unless specifically exempted.

Approach:
» Arrisk-based approach that involves assessment of both information
systems/controls and GHG data.

Accreditation:
» Verifiers would be required to demonstrate experience, industry knowledge,
capacity to maintain independence, and completion of specified training.

Administration:

* The MSCR or an independent body would assess conflicts of interest, oversee
verifiers, and issue final certification of emissions results.
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APPENDIX

Multi-State Climate Registry Proposed Reporting Framework

Comparison of Proposed Reporting Requirements
(drafted by MSCR Technical Team and reviewed by Steering Committee in
November 2006

Topic

Mandatory Reporting

Voluntary Reporting

Participation

States have control over compliance
and enforcement

States would work to incorporate the
Registry’s minimum reporting
standards in their state mandatory
reporting programs

States would endorse the Registry’s
voluntary entity wide reporting program
and would encourage entity’s in their
state to voluntarily report their
emissions to the Registry

Basic Data All data would be collected and stored All data would be collected and stored
Elements on facility basis on facility basis
State would determine facility Would be required to report entity wide
definition; may include mobile, emissions, beginning at facility-level,
fugitives, etc., in definition with unit level emissions encouraged
Unit (process) level emissions would Would be required to report entity
be supported, but not required emissions broken down by facility,
State would determine level of nation, state, etc.
consolidation for entity level reporting International reporting would be
(by facility, entity within state, full accepted only if all global operations
corporate, etc.) reported
Reporting of indirect emissions Indirect emissions reporting (Scope 2)
(Scope 2, 3 for purchased electricity, would be required; Scope 3 optional
etc.) would be supported, but not
required
State would have option to not report
activity data to registry
Reporting Annual reporting, from January 1 to Same
Frequency December 31
First year of reporting not specified
(2004, 2005, etc.)
De minimis Determined by state Less than or equal to 3% of total

Reporting Scope

Scope 1: Direct combustion GHG
except biogenic

Scope 2: Indirect GHG from
purchased electricity, heating,

Scope definitions same for both

Entities would be required to report
Scope 1 and Scope 2 emissions.
Scope 3 optional

" The MSCR Steering Committee is made up of 15 high-ranking environmental officials
representing states and regions participating in the development process. The Technical Team,
consisting of environmental regulators from participating states, has drafted technical framework
proposals to lay the groundwork for establishing best practices in emissions reporting, GHG
accounting and reporting protocols, and third-party verification standards.
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Topic

Mandatory Reporting

Voluntary Reporting

Reporting Scope
(cont.)

cooling, steam

Scope 3: Other indirect emissions
such as purchased materials,
transport not owned by entity,
outsourced activities

direct CO, emissions from biologically
sequestered carbon (biomass) would
be reported separately from direct
(Scope 1)

Scope 1 emissions would be
required. Scope 2, 3, and biomass
supported, but not required by multi-
state registry

« direct CO, emissions from biologically
sequestered carbon (biomass) would
be required to be reported separately
from direct (Scope 1)

Source Categories

Source Categories: Stationary
combustion, mobile combustion,
fugitive emissions, process emissions

Reporting in all categories would not
be required, based on facility
definition

States may require mobile or fugitive
source emissions to be associated
with facilities, or may lump all mobile
or fugitive sources as a pseudo-
facility

» Same categories

» Scope 1 & 2 reporting in all categories
would be required

Gases Reported

System can store CO,, CH,, N0,
HFC, PFC, and SFg. Stored by
facility, source category (unit), and
CO; equivalents.

Only CO, reporting would be required
under mandatory reporting, states
can require more if desired

Capability to include non-Kyoto GHGs
to be considered

» All six Kyoto gases would be, but some
temporary flexibility provided for delay
in reporting non-CO, gases

» Capability to include non-Kyoto GHGs
to be considered

Emissions
Quantification

Two tier approach: Tier 1 (preferred)
Tier 2 (default) with state flexibility to
include other methods or limit options
(e.g., Tier 1 only for a source)

Tier 1 method (preferred) based on
direct measurements or high quality
emission factors and or site specific
activity information

Tier 2 method (default) based on less
robust data and methods

e May use either Tier 1 or Tier 2
estimates, must clearly indicate
methods

» Emission data submitted to a state
regulatory program that endorses the
registry would automatically be
approved for voluntary submittal to the
registry

Responsibility to
Report

State chooses responsible parties for
reporting; could include owner,
operator, permit holder, etc

» Owner or operator based on choice
between two control approaches
(financial vs. operational control)
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Topic

Mandatory Reporting

Voluntary Reporting

Organizational
Boundaries

Responsibility to report and
boundaries to be defined in
mandatory state facility definition

Would be required to report
consolidated entity-wide emissions, by
facility; unit emissions encouraged

Entity-wide reporting based on financial
or operational control

Not yet decided if emissions also
should be reported on equity share
basis

Verification

Recommended: 3" party verification,
but allows options.

Data may be flagged as Tier 1 (3rd
party) or Tier 2 (state endorsed) for
verification

Data are tagged to show verification
status and method

Third party verification would be
required

Data Collection

Data submitted to registry data stored
in unified system

Capability provided for state
identifiers and confidentiality codes

Facility data ID must be reported
(FIPS, county, facility codes)

Reporting of activity data collected by
states is optional

Allows upload of state mandatory
data through batch .xml transfers

Data to include facility ID, facility
emissions and biomass combusted,
tiers and methods, GHGs, emissions
estimation plan if not registry protocol,
exclusions, verification status

Data stored in unified system

Data to include facility ID, facility
emissions and biomass combusted,
tiers and methods, GHGSs, emissions
estimation plan if not registry protocol,
exclusions, verification status

Base Year
Emissions and
Updates

No guidance provided (states to
determine)

Single base year would be required

Base year requires verifiable data and
reasons for selecting year

Must be updated for changes in
methods, significant errors, organization
structural changes

Not adjusted based on certain types of
acquisition, outsourcing, or organic
growth or decline

MSCR would set quantitative

significance threshold for triggering
updates
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Topic Mandatory Reporting Voluntary Reporting
Performance Not applicable MSCR would develop sector-specific

Metrics

metrics to evaluate entity performance
relative to a unit of business activity,
input, or output

Reporting of sector specific metrics may
be required as additional detalil is
developed

Public Emissions
Reports

Emission reports would be accessible
to the public through the MSCR and
will include: facility/entity
identification, emission totals and
biomass combusted, calculation tiers
and estimation methods, all reported
GHGs, de minimis exclusions, and
verification status

Would include emission totals and
biomass combusted disaggregated by:
geography (state, national, etc.), scope
(direct, indirect, etc.), source type
(stationary, mobile, etc.), gas (CO2,
CH4, N20, etc.), consolidation
approach used, base year data, list of
de minimis sources, calculation
methodologies, and verification status
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New Mexico Greenhouse Gas Registry/Reporting Stakeholder Process

Task Name

Novembe | December[ January ] February] March \April | May [June [July August Septembe| October | Novembe | December| January

Kick Off Meeting

Working Group Meetings

Working Group Meeting

Working Group Meeting

Working Group Meeting

Working Group Meeting

Working Group Meeting

Overview Meetings

Overview Meeting

Overview Meeting

Rulemaking Process

Submit proposal to EIB

Request hearing from EIB

Public notice for hearing

Public hearing on proposal

Rule(s) effective date

* 12/7

—

* 111
* 3/29
* 4/19

* 5/17
* 6/14

* 5/17

* 6/14

* 8/7

* 12/14

Project: GHG Rptg/Reg
Date: Mon 12/4/06

Task

Summary
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Greenhouse Gas
Reporting/Registry

WHy Deve|op a GHG Reporting

Requirement?

o Identify emission reduction opportunities
o Help develop state GHG inventory
o Support a GHG emission reduction registry

o Help influence reporting practices regionally
and nationally

——————
Why Develop a GHG Registry?

o Baseline Protection
o Encourage Early Reductions
o Enable Public Recognition

o Potentially Develop Marketable Emission
Credits

o Influence regional/national efforts

Multiple Programs

o CCAR
o ECR

o EU

o CCX

o EPA (1605b)

\GHG Reporting & Registries\

. Voluntary . Regional Greenhouse D Registries in
Registries Gas Registry Development
* g:"gz?gry Lake Michigan Air l:l Sequestration Board
BEIRNT Directors Studying Registries

e —
Multi-State Registry

o 30 states/tribes are exploring the development of a
multi-state/regional climate registry.

o Standardize best practices in data reporting and
management, establish a set of common protocols
and support a common reporting system.

o Two functions:
= Platform supporting state-mandated reporting (policy-

neutral)
= Voluntary registry: best practice entity-level accounting,
with 3-party verification
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F—— *
How Does Our Process Mesh with the CCAG Recommendations:
MSR? Reporting

o The Climate Change Advisory Group recommends
that the state develop a GHG reporting requirement

o NM is at the table and can use stakeholder

feedback to influence the design of the MSR. ASAP, preferably by 2008.

o Each state will have complete control over o “Phase In” mandatory reporting by sector as
policy issues for mandatory reporting (e.g. standardized protocols and tools become available.
compliance and enforcement; applicability) All voluntary reporting by other sectors.

o Build upon work already done to assure consistency
and reciprocity.

e ——
Some Design Components for

CCAG Recommendations: Registry Consideration
o The CCAG recommends we implement a
GHG registry ASAP.

o Build upon the CCAG GHG reporting
recommendation.

o Apply to as broad a region as possible.
Maximum consistency with other states.

o Cost of the program should be borne primarily
by participants.

o Rigorous verification process.

Sectors Covered

Sources Covered (Direct/Indirect Emissions)
Gases Covered

De Minimis Levels

Base Year

Reporting Frequency

Public Access/ transparency

[m]
O0O0Oo0oo0oaoao
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Green House Gas
Commitment

Working to Deliver
On Promises

Green House Gas Inventory and
Reporting

g

Green House Gas Inventory/Reporting Process

£

Reporting Experience

* Began Global Reporting — 1998 (+1990 Baseline)
* “Baseline Cap” Type Program
¢ Focus on Methane and CO, Only
* Various Slices

— Equity (Working Interest) and 100%

— Direct and Indirect (Netting provision for exported

electricity or heat)

— Operated and Non-operated

* Targets Set Annually — Emissions and Reductions

1990 1998 2001 2005
90 MM MT's | 95 MM MT's | 81 MM MT's | ~82 MM MT'’s

Reporting Structure — Onshore US ﬁ

Establish Boundaries
Define Protocols
Identify Sources
Quantify Emissions
Internal Verification/Audit
Establish Measures and Tracking
External Verification/Audits

Transparent External Reporting

Reporting “System”

[Carbon Dioxide 2003 2004 |
Al emissions in tonnes. Year 1Q 2Q 3Q 4Q Year |
Published Actual Actual Forecast | Forecast | Forecast
[Equity Share Direct Carbon Dioxide 105942 27664 26,862 26996 209130| 114672
Difference from Previous Year -7.201 8,728
Transfer of sources between RUS (+) 0 0
1) Acquisition / divestment / equity change (+/-) 0 0
[=3 Outsourcing / insourcing (+/-) o o
& Protocol / methodology changes (+/-) 0 0
L Rea sustainaie Reauctions () 217 6 6 6 6 24
o Permanent operational increase (+) 3 o
> Temporary operational / production variation (+/-) 6,084 1,075 1,706 2,996 2,075 8752
o Permanent production / throughput variation (+/-) 0
=[S of movements 7201 8728
|__["Check sum (shouia be zero — 0
[Methane 2003 2004
[All emissions in tonnes Year 1Q 2Q 3Q 4Q Year |
Published Actual Actual Forecast | Forecast | Forecast

[Equity Share Direct Methane [ o3009] 535 5403 5233 S| 21050]
Difference from Previous Year 6,556 2810
Transfer of sources between RUS (+/-) 0 o

o|  Acauisiton divestment / equity change (+1) o o
E Outsourcing / insourcing (+/-) 0 0
& Protocol / methodology changes (+-) 0 0
Y Real sustainable Reductions () 6.726 196 196 196 196 784
@G|  Pemanentoperational increase (+) o [
> Temporary operational / production variation (+/-) 0 154 630 1,114 -a45 2,035
Q|__Permanent production / throughput variation (+/- 140 o
=[St of movements 5586 7519
I Check Sum (should be zero) 0 0

W]

|| wamsutter

SouthTexas | || Permian South | || Tuscaloosa
§ =T EastTexas | PermianNorth | | South Louisiana
REERER South Texas | || Permian SENM | || Anadarko
Non-Op

£l Paso ——
EastToxas
Non-Op

Arkoma,

‘Arkoma Non-Op

Eh i

‘South Louisiana

'SJ Coal Non-Op. Non-Op
‘Anadarko

SJ Conv Non-Op| Non-Op

GGRB Non-0p

Inventory Challenges

Boundary and Rules Definition

* Who Owns What Portion of What

* Defining “Rules” that Work Globally

Scope of Source/Data Coverage

* Individually Small Items Will Surprise You

* Complete Coverage is Difficult and Takes Time/Effort
* “Field Time” is The Most Valuable

* “Hard” Data is Missing for Many Sources
Emissions Quantification

* Finer Detail = Better Utility and Value

* Level of Detail Must Support Base Program (Trading and
Economic Evaluations)

* Level of Detail Must Support Identification of Reduction
Opportunities
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Key Learning's

Take
* Set Very Clear “Rules and Expectations”

and Promote Data Improvement
* Track Why Emission Quantities Change

Facilitate A&D
* Detail, Detail, Detail
* Maintain People Consistency
* Maintain Transparency with Stakeholders

* Allow More Time & Resources Than You Think It Will

* Keep Enough Flexibility in the System to Allow For

* Choose Small Enough Organizational Units to






WASTE VIANAGENMENT

Greenhouse Gas Reduction

and Waste Management

Chuck White

Director of Regulatory Affairs -- WM West
GHG Reporting Regulation Meeting

Santa Fe, New Mexico - December 7, Zw

What is:

WASTE MIANAGEMENT un

Waste Management =
+ Landfill Gas: 470 MW

400 000

Ww 92

Increasingly Media Coverage
About Climate Change

BUSHS GITMO WAANINGS 111 1T P

New; ¢

¥

GHG Reporting Regulation Meeting
Santa Fe, New Mexico
December 7, 2006

Ww 92

WASTE MIANAGEMENT u

What is:

» $12.5 Billion, 48 states, 55,000 employees
— Decentralized organizational structure
— 429 solid waste hauling operations

Investing in Solutions

c'“gmﬁ. to Climate Change

* Tightening Trend: U.S. will likely follow the
global trend to constrain carbon emissions

Who Cares About GHG
Emissions and
Sustainability?

‘f:'.rh‘.‘m

Page





GHG Reporting Regulation Meeting
WA Santa Fo. Now Moxic

December 7, 2006
WASTE ViIANAGENIENT

What About the
Federal Congress?

« Greenhouse Gas Reduction Bills (eight)

— Covered Sources
« Fossil Fuel Only up to all entities that emit > 10,000 MMTCO2E
overed Po an

Climate Change

Emerging Programs:
» Mandatory GHG inventorying

= I R i Solid Waste Management

R taa SoNeT GHG Sources and Sinks

* Likely new Chair of Senate
Environment Committee (replacing

Positive GHG Messages Overall GHG Reductions for Solid
for Waste Industry Waste Management - All Sources
70
* Waste-Related Emissions are small, < 1-3% 60 =
+ Progress to date has been Significant w ®
0 — 809 ion in G 2 40 \ MN?TZCE
% 30 " Avoided

20
10
0

1974 1980 1990 2000
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December 7, 2006
WASTE ViIANAGENIENT

H)
WIM's Top 10 What is WM Doing
Contributions to GHG Ab GHGs Now?
: Reduction sl out SO
1. Collection and Destruction of LF Methane * Federal Reporting — DOE 1605(b)
2. CH,Emission Oxidation in LF cover materials — Total Emission reductions over 10 years =
3. LFGTE and WTE Plants to displace fossil fuels 197 MMTCOZ2E from >200 WM LFG projects

California Climate
Action Registry --
Principles

* Relevance - reporting boundaries
— financial and operational control

« Completeness - All significant sources

~\ What is WM Doing
RAbout GHGs Now?

+ Carbon Neutrality Donations
— 2002 Winter Olympics Climate
— 2004 Houston Super Bow! Neutral 1!
006 Ha ard B ine hoo Offsatd la

California Climate

v

More Emphasis on GHGs

Action Re ist:ry: WM m » GHGs will Drive Recycling and
. g In Summa .- Waste Reduction Initiatives
lmp aCts Protocol for Assessing GHG

- sgs 5 . Recycling Credits?
+ Landfills - process, fugitive, Its going to be W yeling .
sequestration another busy and |||1te|est|ng New models for LFG emissions
1o e necade’ GHG programs will maximize

capture & use of landfill gas
> Credit for LF sequestration?

» Waste-to-Energy Revitalized

» Push for alternative fuel trash
trucks & LFG to fuel

All together now:“Think Green,
Think Waste Management”

Page
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WASTE ViIANAGENIENT

Questions?
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PNM presentation by Jeff Burks
12/07/2006

Greenhouse Gases Reporting and
Registry Meeting

December 7, 2006

Jeff Burks,

PNM Resources, Inc. PNM_\,' ESOUr

Our commitment to environmental
sustainability is motivated by PNM
Resources interest in...

* Preserving the environment,

* Anticipating and mitigating
business risks,

¢ Seeking new business
opportunities to sustain
company growth, and

* Recognizing the positive
relationship between
environmental governance and
financial performance.

PNNMT)

PNM’s exposure to GHG regulation is
primarily through our coal-fired
generation...

wind

nuclear

gas 25% o coal Coal

nuclear

MW MWH

PNMT

PNM Resources “no regrets” actions
to address GHG emissions...

Corporate-wide baseline inventory of all GHG
emissions

Established corporate GHG emissions reduction
goals

Reduced GHG emissions through process
improvements on our distribution system

Begun pricing “carbon” in our resource planning

processes

Expanding our renewable energy portfolio

Investing in energy efficiency as aresource

Engage in public policy forums

Participation in carbon sequestration projects
PN

What are PNM Resources views of GHG
Emissions Reporting and Registries?

We support GHG emissions reporting

Should start out as a voluntary
requirement and evolve into a
mandatory requirement
Focus should be on direct emissions.
Coverage should be largest stationary
sources
Do not reinvent the “wheel”. Use
exisiting protocols.

PNNT
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May 24, 2007
Power Plant Workgroup Stakeholder Meeting

1) Meeting Notes with Attendee List (6 Stakeholder Attendees)





Greenhouse Gas Emissions Reporting
Power Plant Subgroup Meeting
May 24, 2007

Meeting Notes

Attendees: Ron Dutton (Xcel Energy), Martin Rehm (Tri-State G&T), Jim Behnken (JGB
Consulting/Tri-State), Nancy Norem (PNM), Chris Albrecht (Albug. Air Quality Division), Ken
Evan (Freeport-McMoRan Copper & Gold), Robyn Camp (CCAR), and Mark Jones, Rita
Trujillo, Andy Berger, Lany Weaver and Brad Musick (all from NMED/AQB)

Six major issues came out of the power plant discussion:

1 - Definition of entity. Entity-wide versus facility or unit level. Company-wide reporting would
require PNM to report emissions from their natural gas transmission and distribution, their office
building elec. use,and their vehicle fleet? What about a threshold for required reporting (25 MW
generation)?

2 - Entity-wide reporting would bring in companies like Williams and Phelps Dodge that have
facilities generating their own power plus power they sell (even with a >25 MW capacity
applicability threshold).

3 - Bernalillo County/Tribal lands portion of emissions. Will they be included if entity wide?
How to differentiate. Possibly use county identifier in database.

4 - Need a clear definition of de minimus. 3% of what? California uses 5% for de minimus and
calculates total emissions: direct + indirect + de minimus = 100%

5 - Operational versus equity reporting. Easier for power facilities to do equity than operational.
Can put in entire emissions and % ownership on a unit by unit basis.

6 - Transmission & distribution without generation. Rural electric coops and a lot of
communities own the power lines and sell the power, but do not generate electricity. In a load-
based system, they would be included. (However, if we decide to use a 25 MW generation
threshold, they wouldn't be included in mandatory; this would not support a load-based cap
though.)
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May 30, 2007
Web Posting of NMED Documents and Comments Received
1) Email Notice of Posting and Invitation for Comments
2) Posted NMED Documents:
a) Revised Draft 20.2.87 NMAC
b) Revised Draft 20.2.73 NMAC
c) Draft Implementation Plan for 20.2.73 NMAC Revisions
d) Timeline for Rule Development
3) Stakeholder Comments Received
a) Agave Energy
b) BP
i) Cover Letter
i) Comments on Part 2.73
iii) Comments on Part 2.87
¢) Freeport McMoRan
d) Andrew Frye
e) Navajo Refining
i) E-mail from Navajo Refining
i) Comments on Part 2.87
f) NM Qil & Gas Association
i) NMOGA Response Letter

i) Comments on Part 2.73





iii) Comments on Part 2.87
g) PNM
h) Transwestern Pipeline
i) Tri-State Generation and Transmission
J) Waste Management, Inc.

k) Western Environmental Law Center/Natural Resources Defense Council
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DRAFT - FOR DISCUSSION PURPOSES ONLY - DRAFT

TITLE 20 ENVIRONMENTAL PROTECTION

CHAPTER 2 AIR QUALITY (STATEWIDE)

PART 87 GREENHOUSE GAS EMISSIONS REPORTING
20.2.87.1 ISSUING AGENCY: Environmental Improvement Board.

[20.2.87.1 NMAC - N, 01/01/08]

20.2.87.2 SCOPE: All persons who own or operate an applicable source of greenhouse gas emissions in the
geographic areas within the jurisdiction of the Environmental Improvement Board.
[20.2.87.2 NMAC - N, 01/01/08]

20.2.87.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically Sections 74-2-
5(B)(1) & 74-2-(5)(C)(5)(d) & (e).

[20.2.873. NMAC - N, 01/01/08]

20.2.87.4 DURATION: Permanent.

[20.2.87.4 NMAC - N, 01/01/08]

20.2.87.5 EFFECTIVE DATE: January 1, 2008 except where a later date is cited at the end of a section or
paragraph.

[20.2.87.5 NMAC - N, 01/01/08]

20.2.87.6 OBJECTIVE: The objective of this Part is to establish requirements for the reporting of third-
party verified greenhouse gas emissions to the Department.
[20.2.87.6 NMAC - N, 01/01/08]

20.2.87.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC, the following definitions shall
apply to terms used in this Part.

A *“carbon dioxide” means the compound with a molecular formula of one carbon atom and two
oxygen atoms.

B. *“carbon dioxide equivalent” means quantity of a given greenhouse gas multiplied by it total
global warming potential, as defined by the intergovernmental panel on climate change [which assessment?].

C. “de minimis emissions” means the quantity of greenhouse gas emissions, expressed as carbon

dioxide equivalent, from any combination of sources and/or gases, which, when summed equal less than three
percent of the total greenhouse gas emissions which are required to be reported for the reporting year.

D. “direct emissions” means emissions from sources at the facility.

E. “emission report or inventory” means a listing, by source, of the amount of air pollutants
discharged into the atmosphere.

F. “equity share” means the extent of economic interest held in an operation, which is typically the
same as ownership percentage.

G. "facility' means any building, structure, facility, or installation that emits or may emit any
greenhouse gas.

H. ""greenhouse gas' means a substance that is released into the air as a result of human activity and

the presence of which in the atmosphere inhibits the release of outgoing terrestrial radiation. For purposes of this
part, greenhouse gases include any of the following: carbon dioxide, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons or sulfur hexafluoride.

l. ""greenhouse gas emissions reporting year” means the calendar year in which reported data is
required to be collected under this Part.

J. “hydrofluorocarbons” means gases containing hydrogen, carbon, and fluorine and for which
global warming potential values have been established under the united nations framework convention on climate
change.

K. “indirect emissions” means emissions that are a consequence of the operations under the

operational control of the reporting entity, but which occur at sources owned or controlled by another entity.
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L. “methane” means the compound with a molecular formula of one carbon atom and four hydrogen
atoms.

M. “metric ton” means 2204.62 pounds

N. “nitrous oxide” means the compound with a molecular formula of two nitrogen atoms and one
oxygen atom.

0. “operational control” means having the authority to introduce and implement operating policies
at the facility or operation.

P. “perfluorocarbons” means gases containing carbon and fluorine and for which global warming
potential values have been established under the united nations framework convention on climate change.

Q. “sulfur hexafluoride” means the compound with a molecular formula of one carbon atom and six

fluorine atoms.
[20.2.87.7 NMAC - N, 01/01/08]

20.2.87.8 SEVERABILITY. If any provision of this Part, or the application of such provision to any
person or circumstance, is held invalid, the remainder of this Part, or the application of such provision to persons or
circumstances other than those as to which it is held invalid, shall not be affected thereby.

[20.2.87.8 NMAC - N, 01/01/08]

20.2.87.9 CONSTRUCTION. This Part shall be liberally construed to carry out its purpose.
[20.2.87.9 NMAC - N, 01/01/08]

20.2.87.10 SAVINGS CLAUSE. Repeal or supersession of prior versions of this Part shall not affect any
administrative or judicial action initiated under those prior versions.
[20.2.87.10 NMAC - N, 01/01/08]

20.2.87.11 COMPLIANCE WITH OTHER REGULATIONS. Compliance with this Part does not relieve
a person from the responsibility to comply with any other applicable federal, state, or local regulations.
[20.2.87.11 NMAC - N, 01/01/08]

20.2.87.12 10 20.2.87.199 [RESERVED]

20.2.87.200 APPLICABILITY

A. The following shall report greenhouse gases under this Part, with 2008 as the first greenhouse gas
reporting year.

(1) Any owner or operator of a facility at which the sum of the nameplate capacity of all electrical
generating units is equal to or greater than twenty five megawatts of electricity.

(2) Any owner or operator of a petrochemical refining facility with a NAICS code 32411.

(3) Any owner or operator of a cement manufacturing facility with a NAICS code 32731.

B. Owners or operators required to report greenhouse gas emissions under this Part may register and
third-party verify their greenhouse gas emissions with [the voluntary program of the multi-state registry]. Owners or
operators that have registered and verified their greenhouse gas emissions in accordance with the procedures of the
[the multi-state registry] for the greenhouse gas emissions reporting year shall be deemed to be in compliance with
this Part for that reporting year if:

(1) the greenhouse gas emissions reported for each reporting year include, at a minimum, the
emissions that would be reported for that owner or operator for that year under this Part; and

(2) the department has access to, at a minimum, the emissions information that would be provided by
that owner or operator under this Part.

C. Entities that are not required to report greenhouse gas emissions under this Part may do so
voluntarily.
D. Owners or operators that are required to report greenhouse gas emissions under this Part may

voluntarily include additional emissions that are not required under this Part.
[20.2.87.200 NMAC - N, 01/01/08]

20.2.87.201 GREENHOUSE GAS EMISSIONS REPORTING REQUIREMENTS
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A Requirements for the first reporting year. The owner or operator shall report at a minimum all
direct emissions of carbon dioxide from the facility. The owner or operator is not required to include emissions
from mobile sources at the facility.

B. Requirements for the second and subsequent reporting years. The owner or operator shall report at
a minimum:

(1) all direct emissions of carbon dioxide from the facility. The owner or operator is not required to
include emissions from mobile sources at the facility; and

(2) indirect greenhouse gas emissions from all electricity, steam, and heat purchased and consumed at
the facility.

C. De minimis emissions may be omitted from the emissions report, provided that the third party
verifier has verified that the de minimis emissions meet the definition in this Part.

[20.2.87.201 NMAC - N, 01/01/08]

20.2.87.202 GREENHOUSE GAS EMISSIONS REPORTING PROCEDURES

A Owners or operators that meet the applicability requirements in section 20.2.87.200 NMAC shall
submit annual greenhouse gas emissions reports under this Part. Greenhouse gas emissions reports shall apply to a
calendar year.

B. Reporting shall be conducted using the greenhouse gas emissions reporting tool and procedures
provided by the department. Such tool and procedures shall:

(1) be made available by the Department to the public for review and comment at least sixty days
prior to the beginning of a greenhouse gas emission reporting year. Department notifications of the availability of
the tool and procedures for review may be made electronically or in writing;

(2) be consistent with generally accepted protocols for estimation of greenhouse gas emissions;

(3) include recommended methods for estimation of greenhouse gas emissions from equipment and
processes for which emissions calculations are required, and the supporting data that is required for use of such
methods;

(4) include alternate methods for estimation of greenhouse gases, where such alternate methods are
available;

(5) include provisions to report:

(@) the name and address of the reporting owner or operator;

(b) the name and telephone number of the person to contact regarding the emissions report;

(c) for emissions from facilities within the jurisdiction of the Environmental Improvement
Board, the county in which the facilities are located;

(d) for emissions from facilities located on Tribal Lands, if reported, the Tribe or Pueblo;

(e) for emissions from facilities located in another state or territory of the United States, if
reported, the state or territory;

(f) for emissions from facilities located in another country, if reported, the country;

(g) fuel use, including amounts and specifications of each fuel type, directly related to reported
emissions;

(h)  the means to document methods utilized to make emissions calculations, if different from
the methods incorporated into the tool;

(i) calculations for emissions of each reported greenhouse gas and the means to sum all reported
greenhouse gases, in units of tons of carbon dioxide equivalent, including emissions occurring during regular
operation, maintenance, start-ups, shutdowns, upsets, and malfunctions;

(i) adescription of de minimis emissions not reported; and

(k) alisting, including percentages, of the owners of equity shares of the emissions reported.

C. All emissions reporting under this Part shall be verified according to the certification protocol
approved by the department. The verification shall be conducted by a third party certifier that has met the
department’s approval with regards to:

(1) technical expertise regarding the reporting and verification of greenhouse gas emissions; and

(2) the absence of potential for conflict of interest with regards to providing third party verification for
the reporting owner or operator.

D. Reporting owners or operators shall submit unverified reports required under this Part by July 1
[?] of the year following the greenhouse gas emissions reporting year and verified reports required under this Part by
July 1 [?] of the second year following the greenhouse gas reporting year.
[20.2.87.202 NMAC - N, 01/01/08]
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TITLE 20 ENVIRONMENTAL PROTECTION
CHAPTER2 AIR QUALITY (STATEWIDE)
PART 73 NOTICE OF INTENT AND EMISSIONS INVENTORY REQUIREMENTS

20.2.73.1 ISSUING AGENCY: Environmental Improvement Board.
[11/30/95; 20.2.73.1 NMAC - Rn, 20 NMAC 2.73.100 02/18/02]

20.2.73.2 SCOPE: All persons who own or operate a source or who intend to construct or modify a source.
[11/30/95; 20.2.73.2 NMAC - Rn, 20 NMAC 2.73.101 02/18/02]

20.2.73.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically, Section 74-2-
7(A)(2) and (B).

[11/30/95; 20.2.73.3 NMAC - Rn, 20 NMAC 2.73.102 02/18/02]

20.2.73.4 DURATION: Permanent.
[11/30/95; 20.2.73.4 NMAC - Rn, 20 NMAC 2.73.103 02/18/02]

20.2.73.5 EFFECTIVE DATE: November 30, 1995 except where a later date is cited at the end of a
section or paragraph.

[11/30/95, 10/01/97; 20.2.73.5 NMAC - Rn, 20 NMAC 2.73.104 02/18/02]

[The latest effective date of any section in this Part is January 1, 26042008.]

20.2.73.6 OBJECTIVE: The objective of this Part is to establish requirements for the submission of certain
relevant information to ensure that the regulations and standards under the Air Quality Control Act and the Federal
Act will not be violated, and to facilitate the quantification of greenhouse gas emissions in New Mexico.

[11/30/95; 20.2.73.6 NMAC - Rn, 20 NMAC 2.73.105 02/18/02]

20.2.73.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC (Definitions), as used in this
Part:

A ""air pollution control equipment' means any device, equipment, process or combination thereof
the operation of which would limit, capture, reduce, confine, or otherwise control air contaminants or convert for the
purposes of control any air contaminant to another form, another chemical or another physical state;

B. ""commencement’' means that an owner or operator has undertaken a continuous program of
construction or modification;

C. "construction’ means fabrication, erection, installation or relocation of a stationary source,
including but not limited to temporary installations and portable stationary sources;

D. “emission report or inventory” means a listing, by source, of the amount of air pollutants
discharged into the atmosphere of a community;

E. “fuel carbon content” means the mass of carbon per unit of heat content of a fuel.

F. ""fugitive emissions' are those emissions which could not reasonably pass through a stack,
chimney, vent, or other functionally-equivalent opening;

G. “*‘greenhouse gas” means a substance that is released into the air as a result of human activity

and whose presence in the atmosphere inhibits the release of outgoing terrestrial radiation. For purposes of this part,
greenhouse gases are limited to those substances for which the united nations framework convention on climate
change has established global warming potential values;

FH.  "modification™ means any physical change in, or change in the method of operation of, a
stationary source which results in an increase in the potential emission rate of any regulated air contaminant emitted
by the source or which results in the emission of any regulated air contaminant not previously emitted, but does not
include:

(1) achange in ownership of the source;

(2)  routine maintenance, repair or replacement;

(3) installation of air pollution control equipment, and all related process equipment and materials
necessary for its operation, undertaken for the purpose of complying with regulations adopted by the board or
pursuant to the federal Clean Air Act; or
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(4) unless previously limited by enforceable permit conditions;
(a) anincrease in the production rate, if such increase does not exceed the operating design
capacity of the source;
(b) anincrease in the hours of operation; or
(c) use of an alternative fuel or raw material if, prior to January 6, 1975, the source was capable
of accommodating such fuel or raw material, or if use of an alternate fuel or raw material is caused by any natural
gas curtailment or emergency allocation or any other lack of supply of natural gas;

Gl ""nonattainment area’ means, for any air pollutant, an area which has been designated as a
nonattainment area under Section 107 of the Federal Act;

HJ. ""operator'* means the person or persons responsible for the overall operation of a facility;

K. "owner" means the person or persons who own a facility or part of a facility;

JL. "part” means an air quality control regulation under Title 20, Chapter 2 of the New Mexico
Administrative Code, unless otherwise noted; as adopted or amended by the board,;

K-M. portable stationary source' means a source which can be relocated to another operating site

with limited dismantling and reassembly, including for example but not limited to moveable sand and gravel
processing operations and asphalt plants;

EN.  "potential emission rate' means the emission rate of a source at its maximum capacity to emit a
regulated air contaminant under its physical and operational design, provided any physical or operational limitation
on the capacity of the source to emit a regulated air contaminant, including air pollution control equipment and
restrictions on hours of operation or on the type or amount of material combusted, stored or processed, shall be
treated as part of its physical and operational design only if the limitation or the effect it would have on emissions is
enforceable by the Department pursuant to the Air Quality Control Act or the Federal Act;

M.O. "potential to emit" means the maximum capacity of a stationary source to emit any air pollutant
under its physical and operational design; any physical or operational limitation on the capacity of a source to emit
an air pollutant, including air pollution control equipment and restrictions on hours of operation or on the type or
amount of material combusted, stored, or processed, shall be treated as part of its design if the limitation is federally
enforceable; the potential to emit for nitrogen dioxide shall be based on total oxides of nitrogen;

N:P. "regulated air contaminant’ means any air contaminant, the emission or ambient concentration
of which is regulated pursuant to the New Mexico Air Quality Control Act or the Federal Act;

©.Q. "shutdown' means the cessation of operation of any air pollution control equipment, process
equipment or process for any purpose, except routine phasing out of batch process units;

PR.  "stationary source" or "source" means any building, structure, equipment, facility, installation
(including temporary installations), operation or portable stationary source which emits or may emit any air
contaminant; any research facility may group its sources for the purpose of this Part at the discretion of the Secretary
of the Department;

QS. “WEB source” means a stationary source that meets the applicability requirements of 20.2.81.101
NMAC;

R.T.  “western backstop sulfur dioxide trading program” means 20.2.81 NMAC, triggered as a
backstop in accordance with the provisions in the sulfur dioxide milestones and backstop trading program
implementation plan, if necessary, to ensure that regional sulfur dioxide emissions are reduced.

[11/30/95, 10/01/97; 20.2.73.7 NMAC - Rn, 20 NMAC 2.73.107 & A, 02/18/02; A, 12/31/03; A, 01/01/08]

20.2.73.8 t0 20.2.73.105 [RESERVED]

20.2.73.106 AMENDMENT AND SUPERSESSION OF PRIOR REGULATIONS: This Part amends and
supersedes Air Quality Control Regulation ("AQCR") 703.1 - Notice of Intent and Emissions Inventory
Requirements last filed May 29, 1990, as amended ("AQCR 703.1").

A All references to AQCR 703.1 in any other rule shall be construed as a reference to this Part.

B. The amendment and supersession of AQCR 703.1 shall not affect any administrative or judicial
enforcement action pending on the effective date of such amendment nor the validity of any permit issued pursuant
to AQCR 703.1.

[11/30/95; 20.2.73.106 NMAC - Rn, 20 NMAC 2.73.106 02/18/02]

20.2.73.107 t0 20.2.73.199 [RESERVED]

20.2.73.200 NOTICE OF INTENT:
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A Applicability:

(1)  Any owner or operator intending to construct a new stationary source which has a potential
emission rate greater than 10 tons per year of any regulated air contaminant or 1 ton per year of lead shall file a
Notice of Intent with the Department.

(2)  Any owner or operator intending to modify a stationary source which either prior to or following
the modification has a potential emission rate greater than 10 tons per year of any regulated air contaminant or 1 ton
per year of lead shall file a Notice of Intent with the Department.

(3) The requirements of 20.2.73.200 NMAC do not apply to stationary sources or modifications
located in Bernalillo County.

(4) The Notice of Intent shall be filed prior to the commencement of construction. Construction shall
not begin prior to issuance of a written determination by the Department that a permit is not required, or if a permit
is required, prior to the issuance of the permit under 20.2.72 NMAC, 20.2.74 NMAC or 20.2.79 NMAC.

B. Contents of Notice: Notices of intent shall be filed on forms furnished by the Department, which
shall be identical to the extent practicable, as those used for 20.2.72 NMAC (Construction Permits) and shall
include:

(1) The applicant's name and address, the person to contact regarding the application, and the name
and address of the new source or modification.

(2) The date of the application.

(3) A description of the new facility or modification including all operations affecting air emissions.

(4) The anticipated operating schedule.

(5) A map such as a 7.5 minute United States Geological Survey Topographic Quadrangle showing
the location of the stationary source.

(6) The nature and quantities of any regulated air contaminants the new source or modification will
emit, including all calculations utilized to estimate emissions.

(7) A description of any air pollution control device or method to be utilized, including the basis for
the estimated control efficiency.

(8) The stack and exhaust gas parameters for all emission points.

(9) Any other relevant information as the Department may reasonably require.

(10) Be signed under oath or affirmation by the operator, the owner, or an authorized representative,
certifying to the best of his or her knowledge the truth of all information submitted.

C. Review of Notice: Within thirty days from the date a notice is received, the Department shall
review its content and by certified letter indicate to the applicant:

(1) The notice is incomplete and indicate specific additional material or clarification required; or

(2) A permitis not required and construction may commence; or

(3) A permitis required before construction may commence. For this case, the Department will
indicate whether the application is complete with respect to the requirements of each applicable permit regulation
and specify additional material or clarification required if it is not complete.

D. Verification: In verifying information submitted in response to the requirements of this Part, the
Department may:

(1) Enter at all reasonable times in or upon any private or public property, except private residences,
which the Department has reasonable cause to believe is or will become a source of air contaminants contributing to
air pollution; and

(2) Require the production of information relating to emissions which cause or contribute to air
pollution, including the sampling of emissions in accordance with methods and at locations and intervals as may be
prescribed by the Department.

E. Notification Requirements:

(1) The owner or operator of a portable stationary source shall notify the Department in writing of the
date and site of any relocation at least fifteen days prior to its occurrence.

(2) Any owner or operator of a stationary source which will be shut down for a period of one year or
more shall notify the Department in writing of the actual date of shut down within thirty days after the shut down
occurs.

(3) Any new owner or operator of a stationary source shall notify the Department within thirty days
of assuming ownership of his or her name and address.

[11/30/95; 20.20.73.200 NMAC - Rn, 20 NMAC 2.73.200-204 02/18/02]

20.2.73.201 to 20.2.73.299 [RESERVED]
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20.2.73.300 EMISSION INVENTORY REQUIREMENTS:
A Applicability. The requirements of 20.2.73.300 NMAC apply to the owner or operator of any
stationary source located outside of Bernalillo County which:

(1) has been issued a permit under 20.2.72 NMAC (Construction Permits) during any period of time,
except for toxic air pollutant permits issued under Sections 401 to 499 of 20.2.72 NMAC;

(2) isrequired to file a Notice of Intent under 20.2.73.200 NMAC; or

(3) emits in excess of 1 ton of lead or 10 tons of total suspended particulate, PM10, PM2.5, sulfur
dioxide, nitrogen oxides, carbon monoxide, or volatile organic compounds in any calendar year including and
subsequent to 1990.

B. Reporting requirements.

(1)  Any source which emits, or has the potential to emit, 5 tons per year or more of lead or lead
compounds, or 100 tons per year or more of PM10, PM2.5, sulfur oxides, nitrogen oxides, carbon monoxide, or
volatile organic compounds shall submit an emissions report annually.

(2)  Any source defined as a major source of hazardous air pollutants under 20.2.70 NMAC
(Operating Permits) shall submit an emissions report annually.

(3) Any source which is located in an ozone nonattainment area and which emits, or has the potential
to emit, 25 tons per year or more of nitrogen oxides or volatile organic compounds shall submit an emissions report
annually.

(4) Any source which is not required by Paragraph (1), (2), or (3) of Subsection B of this section
(20.2.73.300 NMAC) to submit an emission report shall submit an emissions report under this Part upon request by
the Department, but no more frequently than annually.

(5) Except as provided in Paragraph (8) of Subsection B of this section (20.2.73.300 NMAC), the
Department shall provide to the owner or operator required by this section (20.2.73.300 NMAC) to submit an
emissions report a complete copy of the most current emissions report for their stationary source which is on file
with the Department. The Department shall provide this copy to the owner or operator at least 90 days prior to the
date when the source is required to submit an emissions report.

(6) The owner or operator shall submit to the Department a complete, correct and current emissions
report in the format specified by the Department which reflects emissions during the previous calendar year.

(7) Except as provided in Paragraph (8) of Subsection B of this section (20.2.73.300 NMAC) the
owner or operator shall submit the emission report by April 1 of each year in which the source is required to submit
an emission report.

(8) Sources for which a date for submitting an annual emission report is specified in a current
operating permit issued under 20.2.70 NMAC (Operating Permits) shall submit such report on that date. The
Department shall provide a copy of the previous emissions report upon request by the owner or operator of such
source;

(9) _ Any source that is requested by the Department to submit a report of greenhouse gas emissions
shall submit such report on the schedule and according to the requirements established by the Department. In
determining the schedule and requirements of such reports, the Department shall provide an opportunity for public
comment, and shall consider:

(a)  public comments regarding the schedule and requirements of such reports;

(b) emissions guantification standards and best practices approved or recommended by federal
and state agencies, by greenhouse gas emissions reqgistries, and by non-governmental bodies having expertise in
greenhouse gas emissions guantification;

(c) the level of contribution of greenhouse gases from the source or source type; and

(d) the relative contribution of specific greenhouse gases to the total greenhouse gas emissions
from the source or source type.

C. Content of emissions reports. Emissions report contents shall include:

(1) the name, address, and physical location of the stationary source;

(2) the name and telephone number of the person to contact regarding the emissions report;

(3) acertification signed by the owner, or operator, or a responsible official as defined in 20.2.70
NMAC attesting that the statements and information contained in the emissions report are true and accurate to the
best knowledge and belief of the certifying official, and including the full name, title, signature, date of signature,
and telephone number of the certifying official; for sources subject to 20.2.70 NMAC, the certification shall be
made as required under that part;

(4) smelters shall submit an annual report of sulfur input, in tons/year;
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(5) for each emission point, as required by the Department:
(a) stack and exhaust gas parameters and location information;
(b) type of control equipment and estimated control efficiency;
(c) schedule of operation;
(d) estimated actual emissions in tons per year, including fugitive emissions and emissions
occurring during maintenance, start-ups, shutdowns, upsets, and downtime of:
(i) total suspended particulate, PM10, PM2.5, ammonia, sulfur oxides, nitrogen oxides,
carbon monoxide, volatile organic compounds, and lead, and,
(ii)  if requested by the Department, speciated hazardous air pollutants;-in-tens-peryear
and
(iii) _if requested by the Department, greenhouse gases;
(e) adescription of the methods utilized to make such estimates of emissions, including

calculations;
{&)(f) the annual process or fuel combustion rates; and
B(q) the fuel type, the fuel heat, sulfur, and ash content, and, if requested by the Department,
the fuel carbon content;
(6) all information required under the Federal Act.

D. Additional content for emissions reports from sources in 0zone nonattainment areas.
Emissions reports from sources located in 0zone nonattainment areas shall include, in addition to the contents
specified by Subsection C of this section (20.2.73.300 NMAC), the following information:

(1) typical daily process rate during the peak ozone season, where the peak ozone season is specified
by the Department; and
(2) estimated actual emissions of nitrogen oxides and volatile organic compounds, which shall be

reported:
(a) for each emissions point;
(b) for each process and fuel type contributing to emissions from each point;
(c) inunits of tons per year for annual emissions; and
(d) inunits of pounds per day for a typical day during the peak ozone season.

E. Waiver of reporting requirements for insignificant emissions. The Department may waive the
requirements of Paragraph (5) of Subsection C of this section (20.2.73.300 NMAC) for emissions which the
Department determines to be insignificant under 20.2.70 NMAC, except that:

(1) for sources in nonattainment areas, reporting of emissions of pollutants for which the area is
nonattainment shall not be waived; and
(2) reporting of emissions for which reporting is required under the Federal Act shall not be waived.

F. Emission tracking requirements for sulfur dioxide emission inventories. All stationary sources
with actual emissions of one hundred (100) tons per year or more of sulfur dioxide in the year 2000, or in any
subsequent year, shall submit an annual inventory of sulfur dioxide emissions, beginning with the 2003 emission
inventory. A source that meets these criteria that then emits less than 100 tons per year in a later year shall submit a
sulfur dioxide inventory for tracking compliance with the regional sulfur dioxide milestones until the western
backstop sulfur dioxide trading program has been fully implemented and emission tracking has occurred under
20.2.81.106 NMAC.

(1) AIl WEB sources will be subject to the following federally enforceable provisions:
(a) submit an annual inventory of sulfur dioxide emissions;
(b) document the emissions monitoring/estimation methodology used, and demonstrate that the
selected methodology is acceptable under the inventory program;
(¢) include emissions from start up, shut down, and upset conditions in the annual total
inventory;
(d) use 40 CFR Part 75 methodology for reporting emissions for all sources subject to the
federal acid rain program;
(e) maintain all records used in the calculation of the emissions, including but not limited to the
following:
(i) amount of fuel consumed,;
(if)  percent sulfur content of fuel and how the content was determined;
(iii)  quantity of product monitoring data;
(iv)  emissions monitoring data;
(v) operating data; and
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(vi) how the emissions are calculated;

(f)  maintain records of any physical changes to facility operations or equipment, or any other
changes that may affect the emissions projections; and

(g) retain records for a minimum of ten years from the date of establishment, or if the record
was the basis for an adjustment to the milestone, five years after the date of an implementation plan revision,
whichever is longer.

(2) The state shall retain emission inventory records for non-utilities for 1996 and 1998 until the year

2018 to ensure that changes in emissions monitoring techniques can be tracked.
[11/30/95, 10/01/97; 2.20.73.300 NMAC - Rn, 20 NMAC 2.73.300 - 304 02/18/02; A, 12/31/03; A, 12/31/04; A,
01/01/08]

HISTORY OF 20.2.73 NMAC:

Pre-NMAC History: The material in this Part was derived from that previously filed with the commission of
public records - state records center and archives.

EIB/AQCR 703.1, Air Quality Control Regulation 703.1 - Notice of Intent and Emissions Inventory Requirements,
5/29/90.

History of Repealed Material: [RESERVED]

Other History:

EIB/AQCR 703.1, Air Quality Control Regulation 703.1 - Notice of Intent and Emissions Inventory Requirements,
filed 5/29/90, was renumbered into first version of the New Mexico Administrative Code as 20 NMAC 2.73,
Notice of Intent and Emissions Inventory Requirements, filed 10/30/95.

20 NMAC 2.73, Notice of Intent and Emissions Inventory Requirements, filed 10/30/95, was renumbered,
reformatted, amended and replaced by 20.2.73 NMAC, Notice of Intent and Emissions Inventory Requirements,
effective 02/18/02.
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New Mexico Environment Department Plans to Implement
Draft Revisions to 20.2.73 NMAC Regarding Greenhouse Gas Reporting
May 30, 2007

Background
The current regulation requires that Title V (*major”) sources report annual emissions of

criteria pollutants, and gives the New Mexico Environment Department (NMED)
authority to request criteria pollutant emissions reports from sources that have
construction permits under 20.2.72 NMAC or Notices of Intent under 20.2.73 NMAC.
NMED periodically requests criteria pollutant emissions inventories from these ‘minor
sources’. The draft revisions to 20.2.73 NMAC would expand NMED authority to
include requests for emissions inventories for emissions of greenhouse gases from both
major and minor sources. The draft revisions to 20.2.73 NMAC is in addition to a new
regulation (20.2.87 NMAC) NMED is also proposing that would apply to a more limited
number of sources.

Major Sources
If granted authority by the Environmental Improvement Board:

e NMED would ask that major sources include emissions of combustion-related
carbon dioxide and vented carbon dioxide (if significant) in their facility’s
emissions reports beginning in calendar year 2008.

e NMED would ask that major sources in sectors for which a significant portion of
greenhouse gas emissions include process emissions add such emissions reporting
to their annual emissions reports beginning in calendar year 2009. Note,
however, that in the event that adequate emissions calculations protocols are not
available, NMED will not require the emissions to be reported.

e Major sources that have reported greenhouse gases under 20.2.87 NMAC or
registered their greenhouse gases under The Climate Registry or the California
Climate Action Registry could meet this requirement in that way.

Minor Sources
If granted authority by the Environmental Improvement Board:

e NMED would include greenhouse gas emissions into the next minor source
emissions inventory request.

e Regardless of whether NMED receives authority to request greenhouse gas
emissions information, NMED is planning to request minor sources to submit
criteria pollutant emissions inventories for calendar year 2009. NMED plans to
release the draft plan for the 2009 criteria pollutant minor source emissions
inventory by December 31, 2007 and take comments on the draft plan during
2008.

e As part of developing background information for the regulatory development of
revisions to 20.2.73 NMAC, NMED plans to release the draft plan for the
greenhouse gas emissions portion of the 2009 criteria pollutant minor source
emissions inventory by July 31, 2007 and take comments on the draft plan
beginning at that time. The plan will include specification of the pollutants to be
reported and emissions calculation procedures.





New Mexico Mandatory GHG Reporting
Timeline for Regulatory Development
May 30, 2007

Note: A Clean Car hearing will be held on the Environmental Improvement Board’s
November and possibly December meeting dates, so the mandatory reporting regulatory
proposal would need to be heard in October.

May 30, 2007 — New Mexico Environment Department (NMED) releases draft revised
regulatory language for Part 2.87, draft revisions to Part 2.73, and summary of plans to
implement the Part 2.73 revisions

June 13, 2007 - Last day to submit comments to NMED on draft regulatory language
prior to NMED submitting hearing request to Environmental Improvement Board (EIB).
NMED will welcome comments up to and including the hearing date, but may not have
time to consider comments after this date for the proposed regulatory language submitted
on June 18.

June 18, 2007 — NMED submits hearing request to EIB, including proposed regulatory
language.

July 3, 2008 (may be changed by EIB) — NMED will appear at EIB meeting to request
hearing in October, 2007

July 17, 2007 — Last day to submit Hearing Notice to New Mexico Register for July 31,
2007 publication date. Hearing Notice will also be published in the Albuquerque Journal

July 31, 2007 to September 24, 2007 — Public Comment period for October Hearing;
submit comments to the EIB Secretary, with copies to NMED

September 17, 2007 — Notice of Intent to Testify (NOI) due to EIB by those who wish to
provide technical testimony at the hearing. NOI should include summary of testimony
and exhibits to be offered

October 2, 2007 — EIB hearing on proposed rules

January 1, 2008 — Effective date of rules
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June 12, 2007

Mary Uhl,

Chief, Air Quality Bureau

New Mexico Environment Department
2048 Galisteo Street

Santa Fe, New Mexico 87505

Re: Comments on NMAC 20.2.73 and NMAC 20.2.87
Dear Ms. Uhl:

Yates Petroleum Corporation appreciates the opportunity to comment on the proposed greenhouse gas
regulations. Having participated in the process since December 2006, Yates has a vested interest in these
proposed regulations. Yates is greatly disturbed by the proposed time frame to develop these regulations.
It is understood that there are external constraints such as the public notice period for the EIB. However,
the haste with which this process is progressing is rife with opportunities for inconsistencies, poor
regulations, and mistakes.

General Comments

Yates feels that these two regulations (NMAC 20.2.73 and NMAC 20.2.87) should compliment each
other. In discussions with Bureau staff, it was understood that the Bureau intends for a company to report
greenhouse gas emissions under 20.2.73 until a sector protocol is developed and accepted. Once a sector
protocol is accepted, 20.2.87 will be amended to include that sector with appropriate NAICS codes. The
transition for a specific company from reporting under 20.2.73 to reporting under 20.2.87 should not be
difficult, if the regulations complement each other and do not contradict each other. It might involve
more rigorous recordkeeping, but the two regulations should not be so different that there are difficulties
for the Department or the company that is reporting. Given the similarities between the two regulations,
Yates feels that there are some issues that are relevant to both regulations concerning consistency.

Yates appreciates and applauds the Department’s willingness to use already established Protocols in the
development of a New Mexico greenhouse gas registry. New Mexico has a unique opportunity to be a
leader in greenhouse registries with these regulations. There are multiple protocols that are widely used
and recognized. With limited staff, the Bureau should focus its efforts where those efforts can be
successful rather than in “reinventing the wheel.”

However, the Department shouldn’t try to rewrite or copy the Protocol into the regulation. Protocols are
by nature, organic and flexible. As conditions and information warrants, protocols are designed to change
to meet those needs. By carrying over Protocol language into the regulation, the Department is limiting
the use of the Protocol. Protocols can and should be allowed to change rapidly while regulations are not
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designed to be changed so quickly. The greenhouse gas regulations should be written in broad language
to refer to the various Protocols without restating the protocol language in the regulation.

There are several definitions which should be consistent across the greenhouse gas regulations. The first
is the definition of greenhouse gases. The Department is unnecessarily complicating the issue with
extraneous “technical” terms. The definition of greenhouse gas for these reporting purposes is simple:
“greenhouse gas’ or "greenhouse gases” or “"GHG” means any one or sum of the following: carbon
dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons (HFC), perfluorocarbon (PFC)
or sulfur hexafluoride (SF6). This definition of GHG is widely accepted in other Protocols. The Bureau
has already stated its intent to be consistent with existing and future protocols and registries.

Similarly, and in conjunction with the discussion on protocols above, Yates recommends adding the
definition for Protocol: “Protocol” means any protocol accepted by the California Climate Action
Registry (CCAR) and/or “The Climate Registry”. This will allow for the organic growth of existing
protocols and the addition of individual sector protocols over time rather then the suggested limiting
language. The Bureau has stated its intent to adopt the CCAR General Reporting Protocol.

Specific comments for 20.2.87

20.2.87.6 The sole objective of this regulation is to improve the New Mexico greenhouse gas inventory as
per the Governor’s Executive Order. The objective statement should simply state that without
unnecessary complications. Whether the inventory is “third-party verified” or not is irrelevant to the
objective of improving the inventory.

20.2.87.7 The definitions are unnecessarily complicated with definitions tor carbon dioxide, methane, and
other greenhouse gases. These individual definitions can and should be contained under the definition of
greenhouse gas.

20.2.87.200 The California Climate Action Registry does not refer to owner or operator but rather to
entity. To be consistent with the protocols that the department plans on using, this regulation should do
the same. The term “owner and/or operator” should be replaced with “entity” or “reporting entity”
throughout the regulation. The Bureau has already stated its intent to be consistent with existing and
future protocols and registries.

Yates does not understand why the Department is proposing a “de minimus” level of 3% as opposed to an
already established 5% de minimus level. Consistency is the key to a rigorous multi-state registry. In
addition, reporting entities should be able to make an initial demonstration of “no emissions” for certain
greenhouse gases such as hydrofluorocarbons (HFC), perfluorocarbon (PFC) or sulfur hexafluoride (SF6).
It is burdensome and unnecessary for an entity to make a negative statement year after year.

20.2.87.202 Yates feels that the regulation should be coached in broad terms and refer to the Protocol
whenever possible. This will limit the confusion and possible cross-purposes of the regulation and the
Protocol as time passes and the registry is developed. I[f a company follows an accepted Protocol in
calculating greenhouse gas emissions, it is understood that certain information and methods were utilized,
as per the protocol. The regulation doesn’t need to, and shouldn’t, spell out the Protocol. This
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information will be available to a third-party verifier but shouldn’t be included in the emissions report if
the purpose of the regulation is to improve the greenhouse gas inventory.

The purpose of this regulation is to improve the greenhouse gas inventory. One use of the inventory is to
project future greenhouse gas emissions. The inclusion of emissions “upsets, and malfunctions” as
suggested in 20.87.202.B(5)(i) would unnecessarily skew any future projections. As example of this
would be the excess emissions resulting from a catastrophic event such as Hurricane Rita. If emissions
from that event were used to project future emissions, the future projected emissions would be drastically
higher than actual emissions.

Yates strongly disagrees with the inclusion of the suggested language in 20.2.87.202.B(5)(k) “a listing,
including percentages, of the owners of equity shares of the emissions reported”. This information is not
necessary to develop an inventory. Yates would consider this information to be business confidential. It
is understood that some industrial sectors, such as the power generation sector, would like to report this
information for various purposes. The reporting tool should allow for that flexibility, but it should not be
a requirement. The reporting of this information should be at the discretion of the reporting entity.

If New Mexico is going to utilize existing protocols, such as the CCAR Certification Protocol, then
spelling out the certification process in the regulation is unnecessary. Simply refer to the accepted
protocol. If the Department wishes to develop a separate protocol for the certification process, then that
information needs to be conveyed to the interested stakeholders and the details developed within the
appropriate forum.  The appropriate forum for protocol development is not during regulation
development.

The language suggested in Section D is confusing and unnecessary. Again, the Department conveyed
their intent to follow existing Protocol. Yates feels that it is better to reference the existing Protocol
instead of re-phrasing the protocol in the regulation. Given the short time frame that the Department
wishes to develop this regulation, it is better for the Bureau and for industry to have the Protocols
referenced rather than restated within the regulation.

Specific Comments for 20.2.73

Yates feels that the suggested language is too broad. The Bureau has stated their intent to limit their
initial inventory request to CO2 emissions from Title V sources followed in a year by an emissions
request for all NSR permits. However, the proposed language does not specify that intent. The proposed
language authorizes the Department to request any GHG information from any source at any time. The
proposed language grants the Department open-ended authority. There are no specific checks, thresholds,
or other guiding criteria that the regulated community may rely upon in its understanding of the scope of
the regulation.

20.2.73.7 Yates suggests changes for some definitions to make them more universal and clear. These
included the suggested definitions for “fuel carbon content”, “greenhouse gas”, and “Protocol”. The
definition of Protocol as used in this subpart means any accepted protocol already in use by the CCAR or

The Climate Registry.
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20.2.73.300 Yates supports NMOGA’s suggestion that the Department add a new Section 400 to this
regulation for the inventory of greenhouse gases instead of adding it to the existing Section 300. There
are multiple sections in Section 300 which are simply not applicable to the objective of improving the
greenhouse gas inventory. Yates recognizes that much of this information is important for criteria
pollutants but not for greenhouse gases. As this time, greenhouse gases are not regulated.  As stated
above, Yates feels that the two regulations should compliment each other. Yates feels that the
Department and the various industries will be better served by adding a new Section 400 that deals with
the greenhouse gas portion of the inventory for several reasons:

20.2.73.300.B (9) (¢) and (d): The intent of this proposed language is very confusing and
unclear. Yates understands that the intent was a “de facto” de minimus level without using the
term de minimus. However, the suggested language is subject to misinterpretation regardless of
the intent.

20.2.73.300.C (1): In the oil and gas industry, field facilities do not have “addresses”. In
addition, several minor source permits are portable and thus do not have addresses. Driving
directions, where applicable, were provided in the permit application and the Bureau has access to
this information already. There is no reason to provide it again.

20.2.73.300.C (3): “Responsible official” is a term used in Title V regulations (NMAC
20.2.70.6.AD). Many minor sources do not have designated “responsible officials” and are not
required to designate a “responsible official”. The regulation should allow for the distinction of
self-certification as opposed to third party verification (NMAC 20.7.87). In addition, the
individual that self-certifies for GHG emissions inventory may or may not be the person that self-
certifies for the criteria pollutant emissions inventory. The Department needs to allow for this
flexibility.

20.2.73.300.C (5): Greenhouse gases are not regulated and the proposed requested information is
not necessary to develop a greenhouse gas inventory. In addition, information such as fuel
combustion rates, fuel type, and carbon content would be part of the Protocol and should not be
part of the report. The proposed Section 400 also references existing Protocols for reporting and
calculation methodologies. This allows for the flexibility in adjusting the existing protocols
rather than re-writing the protocols in the regulation.

20.2.73.300.E: “Insignificant emissions” is a term used in Title V for criteria pollutants.
Because greenhouse gases are not regulated, this term is irrelevant. Greenhouse gas emissions are
not regulated and it is not correct to force existing regulations to meet the needs of developing a
greenhouse gas inventory by using terms such as “responsible official” and “insignificant
sources”.

It is Yates understanding that if an entity wishes to voluntarily participate in any other greenhouse
gas registry that company would not have to report GHG emissions under 20.2.73. That is not
clearly stated in the regulation as proposed. New language should be added that makes this
clearly understood.

The actual GHG emissions should be reported by facility, not by unit within the facility. At no
time in previous discussions did the Bureau staff indicate that it was necessary to obtain unit
specific GHG emissions information. Facility emissions information is more than adequate to
develop a greenhouse gas inventory. In fact, it will improve the inventory if emissions are
reported by facility rather than by unit. There are many sources that are considered insignificant
for criteria pollutants and are not listed in the permit. However, these sources may or may not be
sources of greenhouse gas emissions. By requesting the GHG emissions information on a facility
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basis, ALL greenhouse gas emissions will be captured rather than just a portion that would be
collected from specific units.

o The Department has the right to ask for backup information for greenhouse gas emissions
calculations. Yates would, of course, provide the necessary information if requested. However,
to require that a company provide all backup data with every report is not feasible. If a company
clearly states the methodology or protocol that was used to perform the calculations, then the
Bureau should understand what information was used.

Yates feels that the Department is deviating from the original objective of improving the greenhouse gas
emissions inventory. That should be the ONLY objective behind the changes to these regulations.
Improving the greenhouse gas emissions inventory does not require extraneous information because GHG
are not regulated. There are other studies on reduction measures that could result in changes to these
regulations or new policies. However, at this time, the only objective is to improve the greenhouse gas
emissions inventory. Yates Petroleum Corporation appreciates the opportunity to comment on these draft
regulations. Please feel free to contact me if you have any questions on our comments. | can be reached
via email at jknowlton@ypenni.com or at 505-748-4471.

Sincerely,

: \@Mim

Jennifer Knowlton
Environmental Engineer





BP America Production Company

Gordon R. Smith
bp Ml Code: 2110 A
501 Westlake Park Boulevard

Houston, TX 77079

June 13, 2007

Brad Musick

Lany Weaver

New Mexico — Air Quality Bureau
2048 Galisteo

Santa Fe, New Mexico 87505

Subject: Proposed (draft) Regulations 20.2.87 GHG Reporting and 20.2.73 Implementation
Dear Mr. Musick and MS Weaver,

BP appreciates the opportunity to comment on the Department’s proposed rules for greenhouse gas
reporting in the State of New Mexico. As the department is aware, BP is a global company and has been
actively engaged in the Climate Change discussion and GHG control issues for nearly a decade. We have
maintained a global emissions reporting system internally since 1998, actively reduced our internal
emissions, developed and piloted an internal emissions trading system to develop knowledge and learning
regarding trading, participate in both the UK and EU GHG trading systems, and have been active
participants in policy discussions and initiatives throughout this period. In this time, we have developed a
broad knowledge base regarding GHG inventory, reduction, and policy options.

Following are BP’s general comments on the draft rules:

BP believes these rules should contain provisions for automatic preemption by a Federal rule when/if a
Federal rule that accomplishes substantially the same (or better) reporting is promulgated. The specter of
multiple State, Regional and perhaps even City programs which vary in methodologies and “rules” is not a
pleasant nor optimum outcome for a truly global issue which requires broad policy options to address.

BP fully supports the New Mexico Qil and Gas Association comments and suggested language changes.
These add much clarity and definition to the draft rules and should be carefully considered and adopted. In
particular we support NMOGA’s suggestion that the GHG reporting rules should be incorporated as a new
section to 20.2.73 rather than integrated into the existing rule language. Greenhouse gas emissions, the
applicable regulations, and control mechanisms are intrinsically different than criteria pollutants and
incorporating the GHG language simply confuses the issues.

The remainder of BP’s comments are edited into the attached proposed rules. While we do not support
establishment of State or Regional programs, we do feel that where they are being established they need to
be consistent with and support moving to the larger scope.

Again, thank you for the opportunity to comment on the draft New Mexico “Mandatory Greenhouse Gas
Emissions Reporting” rules. Should you have any questions concerning these comments or associated
issues, please feel free to contact me.

Gordon Reid Smith
Senior Environmental Advisor
Bp America Production Company
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TITLE 20 ENVIRONMENTAL PROTECTION

CHAPTER 2 AIR QUALITY (STATEWIDE)

PART 73 NOTICE OF INTENT AND EMISSIONS INVENTORY REQUIREMENTS
20.2.73.1 ISSUING AGENCY: Environmental Improvement Board.

[11/30/95; 20.2.73.1 NMAC - Rn, 20 NMAC 2.73.100 02/18/02]

20.2.73.2 SCOPE: All persons who own or operate a source or who intend to construct or modify a source.
[11/30/95; 20.2.73.2 NMAC - Rn, 20 NMAC 2.73.101 02/18/02]

20.2.73.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically, Section 74-2-
7(A)(1) and (B).

[11/30/95; 20.2.73.3 NMAC - Rn, 20 NMAC 2.73.102 02/18/02]

20.2.73.4 DURATION: Permanent.
[11/30/95; 20.2.73.4 NMAC - Rn, 20 NMAC 2.73.103 02/18/02]

20.2.73.5 EFFECTIVE DATE: November 30, 1995 except where a later date is cited at the end of a
section or paragraph.

[11/30/95, 10/01/97; 20.2.73.5 NMAC - Rn, 20 NMAC 2.73.104 02/18/02]

[The latest effective date of any section in this Part is January 1, 26042008.]

20.2.73.6 OBJECTIVE: The objective of this Part is to establish requirements for the submission of certain
relevant information to ensure that the regulations and standards under the Air Quality Control Act and the Federal
Act will not be violated, and to facilitate the quantification of greenhouse gas emissions in New Mexico.

[11/30/95; 20.2.73.6 NMAC - Rn, 20 NMAC 2.73.105 02/18/02]

20.2.73.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC (Definitions), as used in this
Part:

A "air pollution control equipment’ means any device, equipment, process or combination thereof
the operation of which would limit, capture, reduce, confine, or otherwise control air contaminants or convert for the
purposes of control any air contaminant to another form, another chemical or another physical state;

B. ""commencement’’ means that an owner or operator has undertaken a continuous program of
construction or modification;

C. ""construction' means fabrication, erection, installation or relocation of a stationary source,
including but not Iimited to temporary installations and portable stationary sources;

D. “emission report or inventory” means a listing, by source, of the amount of air pollutants
discharged into the atmosphere of a community;

E. “fuel carbon content” means the mass of carbon per unit of heat content of a fuel.

F. "fugitive emissions'* are those emissions which could not reasonably pass through a stack,
chimney, vent, or other functionally-equivalent opening;

G. “*“greenhouse gas” means a substance that is released into the air as a result of human activity

and whose presence in the atmosphere inhibits the release of outgoing terrestrial radiation. For purposes of this part,
greenhouse gases are limited to those substances for which the united nations framework convention on climate
change has established global warming potential values; (BP: the definition of “greenhouse gas” or “greenhouse
gases” or GHG should be changed to specify the 6 “Kyoto” gasses as follows: carbon dioxide (CO2), methane
(CH4), nitrous oxide (N20), hydrofluorocarbons (HFC), perfluorocarbon (PFC) or sulfur hexafluoride (SF6)

EH. "modification" means any physical change in, or change in the method of operation of, a
stationary source which results in an increase in the potential emission rate of any regulated air contaminant emitted
by the source or which results in the emission of any regulated air contaminant not previously emitted, but does not
include:

(1) achange in ownership of the source;
(2) routine maintenance, repair or replacement;
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(3) installation of air pollution control equipment, and all related process equipment and materials
necessary for its operation, undertaken for the purpose of complying with regulations adopted by the board or
pursuant to the federal Clean Air Act; or

(4) unless previously limited by enforceable permit conditions;

(a) an increase in the production rate, if such increase does not exceed the operating design
capacity of the source;

(b) anincrease in the hours of operation; or

(c) use of an alternative fuel or raw material if, prior to January 6, 1975, the source was capable
of accommodating such fuel or raw material, or if use of an alternate fuel or raw material is caused by any natural
gas curtailment or emergency allocation or any other lack of supply of natural gas;

Gl ""nonattainment area" means, for any air pollutant, an area which has been designated as a
nonattainment area under Section 107 of the Federal Act;

HJ.  "operator' means the person or persons responsible for the overall operation of a facility;

+K. ""owner"" means the person or persons who own a facility or part of a facility;

JL. "part" means an air quality control regulation under Title 20, Chapter 2 of the New Mexico
Administrative Code, unless otherwise noted; as adopted or amended by the board,;

K=M. ‘"portable stationary source' means a source which can be relocated to another operating site

with limited dismantling and reassembly, including for example but not limited to moveable sand and gravel
processing operations and asphalt plants;

EN.  "potential emission rate' means the emission rate of a source at its maximum capacity to emit a
regulated air contaminant under its physical and operational design, provided any physical or operational limitation
on the capacity of the source to emit a regulated air contaminant, including air pollution control equipment and
restrictions on hours of operation or on the type or amount of material combusted, stored or processed, shall be
treated as part of its physical and operational design only if the limitation or the effect it would have on emissions is
enforceable by the Department pursuant to the Air Quality Control Act or the Federal Act;

M:O. "potential to emit" means the maximum capacity of a stationary source to emit any air pollutant
under its physical and operational design; any physical or operational limitation on the capacity of a source to emit
an air pollutant, including air pollution control equipment and restrictions on hours of operation or on the type or
amount of material combusted, stored, or processed, shall be treated as part of its design if the limitation is federally
enforceable; the potential to emit for nitrogen dioxide shall be based on total oxides of nitrogen;

NP, "regulated air contaminant’ means any air contaminant, the emission or ambient concentration
of which is regulated pursuant to the New Mexico Air Quality Control Act or the Federal Act;

©.Q. ‘"shutdown' means the cessation of operation of any air pollution control equipment, process
equipment or process for any purpose, except routine phasing out of batch process units;

PR.  "stationary source' or "source" means any building, structure, equipment, facility, installation
(including temporary installations), operation or portable stationary source which emits or may emit any air
contaminant; any research facility may group its sources for the purpose of this Part at the discretion of the Secretary
of the Department;

Q.S.  “WEB source” means a stationary source that meets the applicability requirements of 20.2.81.101
NMAC;

RT. “western backstop sulfur dioxide trading program” means 20.2.81 NMAC, triggered as a
backstop in accordance with the provisions in the sulfur dioxide milestones and backstop trading program
implementation plan, if necessary, to ensure that regional sulfur dioxide emissions are reduced.

[11/30/95, 10/01/97; 20.2.73.7 NMAC - Rn, 20 NMAC 2.73.107 & A, 02/18/02; A, 12/31/03; A, 01/01/08]

20.2.73.8 t0 20.2.73.105 [RESERVED]

20.2.73.106 AMENDMENT AND SUPERSESSION OF PRIOR REGULATIONS: This Part amends and
supersedes Air Quality Control Regulation ("AQCR") 703.1 - Notice of Intent and Emissions Inventory
Requirements last filed May 29, 1990, as amended ("AQCR 703.1").

A. All references to AQCR 703.1 in any other rule shall be construed as a reference to this Part.

B. The amendment and supersession of AQCR 703.1 shall not affect any administrative or judicial
enforcement action pending on the effective date of such amendment nor the validity of any permit issued pursuant
to AQCR 703.1.

[11/30/95; 20.2.73.106 NMAC - Rn, 20 NMAC 2.73.106 02/18/02]
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20.2.73.107 t0 20.2.73.199 [RESERVED]

20.2.73.200 NOTICE OF INTENT:

A. Applicability:

(1) Any owner or operator intending to construct a new stationary source which has a potential
emission rate greater than 10 tons per year of any regulated air contaminant or 1 ton per year of lead shall file a
Notice of Intent with the Department. (BP: The Department should explicitly clarify that GHG’s are subject to
inventory requirements only and that the permitting, notice, and control requirements do not apply to GHG sources
in this rulemaking)

(2)  Any owner or operator intending to modify a stationary source which either prior to or following
the modification has a potential emission rate greater than 10 tons per year of any regulated air contaminant or 1 ton
per year of lead shall file a Notice of Intent with the Department.

(3) The requirements of 20.2.73.200 NMAC do not apply to stationary sources or modifications
located in Bernalillo County.

(4) The Notice of Intent shall be filed prior to the commencement of construction. Construction shall
not begin prior to issuance of a written determination by the Department that a permit is not required, or if a permit
is required, prior to the issuance of the permit under 20.2.72 NMAC, 20.2.74 NMAC or 20.2.79 NMAC.

B. Contents of Notice: Notices of intent shall be filed on forms furnished by the Department, which
shall be identical to the extent practicable, as those used for 20.2.72 NMAC (Construction Permits) and shall
include:

(1) The applicant's name and address, the person to contact regarding the application, and the name
and address of the new source or modification.

(2) The date of the application.

(3) A description of the new facility or modification including all operations affecting air emissions.

(4) The anticipated operating schedule.

(5) A map such as a 7.5 minute United States Geological Survey Topographic Quadrangle showing
the location of the stationary source.

(6) The nature and quantities of any regulated air contaminants the new source or modification will
emit, including all calculations utilized to estimate emissions.

(7) A description of any air pollution control device or method to be utilized, including the basis for
the estimated control efficiency.

(8) The stack and exhaust gas parameters for all emission points.

(9) Any other relevant information as the Department may reasonably require.

(10) Be signed under oath or affirmation by the operator, the owner, or an authorized representative,
certifying to the best of his or her knowledge the truth of all information submitted.

C. Review of Notice: Within thirty days from the date a notice is received, the Department shall
review its content and by certified letter indicate to the applicant:

(1) The notice is incomplete and indicate specific additional material or clarification required; or

(2) A permitis not required and construction may commence; or

(3) A permit is required before construction may commence. For this case, the Department will
indicate whether the application is complete with respect to the requirements of each applicable permit regulation
and specify additional material or clarification required if it is not complete.

D. Verification: In verifying information submitted in response to the requirements of this Part, the
Department may:

(1) Enter at all reasonable times in or upon any private or public property, except private residences,
which the Department has reasonable cause to believe is or will become a source of air contaminants contributing to
air pollution; and

(2) Require the production of information relating to emissions which cause or contribute to air
pollution, including the sampling of emissions in accordance with methods and at locations and intervals as may be
prescribed by the Department.

E. Notification Requirements:

(1) The owner or operator of a portable stationary source shall notify the Department in writing of the
date and site of any relocation at least fifteen days prior to its occurrence.

(2) Any owner or operator of a stationary source which will be shut down for a period of one year or
more shall notify the Department in writing of the actual date of shut down within thirty days after the shut down
occurs.
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(3) Any new owner or operator of a stationary source shall notify the Department within thirty days
of assuming ownership of his or her name and address.
[11/30/95; 20.20.73.200 NMAC - Rn, 20 NMAC 2.73.200-204 02/18/02]

20.2.73.201 t0 20.2.73.299 [RESERVED]

20.2.73.300 EMISSION INVENTORY REQUIREMENTS:
A Applicability. The requirements of 20.2.73.300 NMAC apply to the owner or operator of any
stationary source located outside of Bernalillo County which:

(1) has been issued a permit under 20.2.72 NMAC (Construction Permits) during any period of time,
except for toxic air pollutant permits issued under Sections 401 to 499 of 20.2.72 NMAC,;

(2) isrequired to file a Notice of Intent under 20.2.73.200 NMAC; or

(3) emits in excess of 1 ton of lead or 10 tons of total suspended particulate, PM10, PM2.5, sulfur
dioxide, nitrogen oxides, carbon monoxide, or volatile organic compounds in any calendar year including and
subsequent to 1990.

B. Reporting requirements.

(1)  Any source which emits, or has the potential to emit, 5 tons per year or more of lead or lead
compounds, or 100 tons per year or more of PM10, PM2.5, sulfur oxides, nitrogen oxides, carbon monoxide, or
volatile organic compounds shall submit an emissions report annually.

(2) Any source defined as a major source of hazardous air pollutants under 20.2.70 NMAC
(Operating Permits) shall submit an emissions report annually.

(3) Any source which is located in an ozone nonattainment area and which emits, or has the potential
to emit, 25 tons per year or more of nitrogen oxides or volatile organic compounds shall submit an emissions report
annually.

(4)  Any source which is not required by Paragraph (1), (2), or (3) of Subsection B of this section
(20.2.73.300 NMAC) to submit an emission report shall submit an emissions report under this Part upon request by
the Department, but no more frequently than annually.

(5) Except as provided in Paragraph (8) of Subsection B of this section (20.2.73.300 NMAC), the
Department shall provide to the owner or operator required by this section (20.2.73.300 NMAC) to submit an
emissions report a complete copy of the most current emissions report for their stationary source which is on file
with the Department. The Department shall provide this copy to the owner or operator at least 90 days prior to the
date when the source is required to submit an emissions report.

(6) The owner or operator shall submit to the Department a complete, correct and current emissions
report in the format specified by the Department which reflects emissions during the previous calendar year.

(7) Except as provided in Paragraph (8) of Subsection B of this section (20.2.73.300 NMAC) the
owner or operator shall submit the emission report by April 1 of each year in which the source is required to submit
an emission report.

(8) Sources for which a date for submitting an annual emission report is specified in a current
operating permit issued under 20.2.70 NMAC (Operating Permits) shall submit such report on that date. The
Department shall provide a copy of the previous emissions report upon request by the owner or operator of such
source;

(9) _Any source that is requested by the Department to submit a report of greenhouse gas emissions
shall submit such report on the schedule and according to the requirements established by the Department. In
determining the schedule and requirements of such reports, the Department shall provide an opportunity for public
comment, and shall consider: (BP: This seems a bit to broad. The Department should state the intent for no more
than an annual inventory)

(a) _public comments regarding the (BP:scope,) schedule and requirements of such reports;

(b) _emissions guantification standards and best practices approved or recommended by federal
and state agencies, by greenhouse gas emissions registries, and by non-governmental bodies having expertise in
greenhouse gas emissions guantification;

(c) the level of contribution of greenhouse gases from the source or source type; and

(d) the relative contribution of specific greenhouse gases to the total greenhouse gas emissions
from the source or source type.

C. Content of emissions reports. Emissions report contents shall include:
(1) the name, address, and physical location of the stationary source;
(2) the name and telephone number of the person to contact regarding the emissions report;
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(3) acertification signed by the owner, or operator, or a responsible official as defined in 20.2.70
NMAC attesting that the statements and information contained in the emissions report are true and accurate to the
best knowledge and belief of the certifying official, and including the full name, title, signature, date of signature,
and telephone number of the certifying official; for sources subject to 20.2.70 NMAC, the certification shall be
made as required under that part;
(4) smelters shall submit an annual report of sulfur input, in tons/year;
(5) for each emission point, as required by the Department:
(a) stack and exhaust gas parameters and location information;
(b) type of control equipment and estimated control efficiency;
(c) schedule of operation;
(d) estimated actual emissions in tons per year, including fugitive emissions and emissions
occurring during maintenance, start-ups, shutdowns, upsets, and downtime of:
(i) total suspended particulate, PM10, PM2.5, ammonia, sulfur oxides, nitrogen oxides,
carbon monoxide, volatile organic compounds, and lead, and,
(ii)  if requested by the Department, speciated hazardous air pollutants;-in-tens-per-year
and

(iii) _ if requested by the Department, greenhouse gases; (BP: Including greenhouse gas
reporting in this provision/section seems to raise the potential for reporting each individual emissions point. For
dispersed field operations this is neither workable nor reasonable. The Department should clarify that GHG
reporting by emission point will not be required)

(e) adescription of the methods utilized to make such estimates of emissions, including
calculations; (BP: The Department should adopt/approve standard protocols — such as the APl compendium or
better — that have been widely reviewed and recognized globally. There should not be a need to regurgitate these
methodologies nor should the department craft a “custom” set of methodologies or protocols which are not
reciprocally acceptable across jurisdictional boundaries).

{e)(f) the annual process or fuel combustion rates; and

H(q) the fuel type, the fuel heat, sulfur, and ash content, and, if requested by the Department,
the fuel carbon content; (BP: Reporting of fuel use and specification should not be required. Companies would be
required to maintain the information and methodologies used to estimate/calculate reported GHG emissions and
make this available to the Department upon request.)

(6) all information required under the Federal Act.

D. Additional content for emissions reports from sources in 0zone nonattainment areas.
Emissions reports from sources located in 0zone nonattainment areas shall include, in addition to the contents
specified by Subsection C of this section (20.2.73.300 NMAC), the following information:

(1) typical daily process rate during the peak ozone season, where the peak ozone season is specified
by the Department; and
(2) estimated actual emissions of nitrogen oxides and volatile organic compounds, which shall be

reported:
(a) for each emissions point;
(b) for each process and fuel type contributing to emissions from each point;
(c) inunits of tons per year for annual emissions; and
(d) in units of pounds per day for a typical day during the peak ozone season.

E. Waiver of reporting requirements for insignificant emissions. The Department may waive the
requirements of Paragraph (5) of Subsection C of this section (20.2.73.300 NMAC) for emissions which the
Department determines to be insignificant under 20.2.70 NMAC, except that:

(1) for sources in nonattainment areas, reporting of emissions of pollutants for which the area is
nonattainment shall not be waived; and
(2) reporting of emissions for which reporting is required under the Federal Act shall not be waived.

F. Emission tracking requirements for sulfur dioxide emission inventories. All stationary sources
with actual emissions of one hundred (100) tons per year or more of sulfur dioxide in the year 2000, or in any
subsequent year, shall submit an annual inventory of sulfur dioxide emissions, beginning with the 2003 emission
inventory. A source that meets these criteria that then emits less than 100 tons per year in a later year shall submit a
sulfur dioxide inventory for tracking compliance with the regional sulfur dioxide milestones until the western
backstop sulfur dioxide trading program has been fully implemented and emission tracking has occurred under
20.2.81.106 NMAC.

(1) Al WEB sources will be subject to the following federally enforceable provisions:
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(a) submit an annual inventory of sulfur dioxide emissions;
(b) document the emissions monitoring/estimation methodology used, and demonstrate that the
selected methodology is acceptable under the inventory program;
(c) include emissions from start up, shut down, and upset conditions in the annual total
inventory;
(d) use 40 CFR Part 75 methodology for reporting emissions for all sources subject to the
federal acid rain program;
(e) maintain all records used in the calculation of the emissions, including but not limited to the
following:
(i) amount of fuel consumed;
(ii)  percent sulfur content of fuel and how the content was determined;
(iii)  quantity of product monitoring data;
(iv)  emissions monitoring data;
(v) operating data; and
(vi)  how the emissions are calculated;
(f)  maintain records of any physical changes to facility operations or equipment, or any other
changes that may affect the emissions projections; and
(g) retain records for a minimum of ten years from the date of establishment, or if the record
was the basis for an adjustment to the milestone, five years after the date of an implementation plan revision,
whichever is longer.
(2) The state shall retain emission inventory records for non-utilities for 1996 and 1998 until the year
2018 to ensure that changes in emissions monitoring techniques can be tracked.
[11/30/95, 10/01/97; 2.20.73.300 NMAC - Rn, 20 NMAC 2.73.300 - 304 02/18/02; A, 12/31/03; A, 12/31/04; A,
01/01/08]

HISTORY OF 20.2.73 NMAC:

Pre-NMAC History: The material in this Part was derived from that previously filed with the commission of
public records - state records center and archives.

EIB/AQCR 703.1, Air Quality Control Regulation 703.1 - Notice of Intent and Emissions Inventory Requirements,
5/29/90.

History of Repealed Material: [RESERVED]

Other History:

EIB/AQCR 703.1, Air Quality Control Regulation 703.1 - Notice of Intent and Emissions Inventory Requirements,
filed 5/29/90, was renumbered into first version of the New Mexico Administrative Code as 20 NMAC 2.73,
Notice of Intent and Emissions Inventory Requirements, filed 10/30/95.

20 NMAC 2.73, Notice of Intent and Emissions Inventory Requirements, filed 10/30/95, was renumbered,
reformatted, amended and replaced by 20.2.73 NMAC, Notice of Intent and Emissions Inventory Requirements,
effective 02/18/02.
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TITLE 20 ENVIRONMENTAL PROTECTION

CHAPTER 2 AIR QUALITY (STATEWIDE)

PART 87 GREENHOUSE GAS EMISSIONS REPORTING
20.2.87.1 ISSUING AGENCY: Environmental Improvement Board.

[20.2.87.1 NMAC - N, 01/01/08]

20.2.87.2 SCOPE: All persons who own or operate an applicable source of greenhouse gas emissions in the
geographic areas within the jurisdiction of the Environmental Improvement Board.
[20.2.87.2 NMAC - N, 01/01/08]

20.2.87.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically Sections 74-2-
5(B)(1) & 74-2-(5)(C)(5)(d) & (e).

[20.2.873. NMAC - N, 01/01/08]

20.2.87.4 DURATION: Permanent.

[20.2.87.4 NMAC - N, 01/01/08]

20.2.87.5 EFFECTIVE DATE: January 1, 2008 except where a later date is cited at the end of a section or
paragraph.

[20.2.87.5 NMAC - N, 01/01/08]

20.2.87.6 OBJECTIVE: The objective of this Part is to establish requirements for the reporting of third-
party verified greenhouse gas emissions to the Department.
[20.2.87.6 NMAC - N, 01/01/08]

20.2.87.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC, the following definitions shall
apply to terms used in this Part.

A *“carbon dioxide” means the compound with a molecular formula of one carbon atom and two
oxygen atoms.

B. “carbon dioxide equivalent” means quantity of a given greenhouse gas multiplied by it total
global warming potential, as defined by the intergovernmental panel on climate change [which assessment?].

C. “de minimis emissions” means the quantity of greenhouse gas emissions, expressed as carbon

dioxide equivalent, from any combination of sources and/or gases, which, when summed equal less than three
percent of the total greenhouse gas emissions which are required to be reported for the reporting year. (BP: Per
discussion at the May 24 meeting in Santa Fe, there was concern regarding why “de minimis” for New Mexico will
be 3% of total GHG, while under CCAR ““de minimis™ is 5% of total GHG. Do we want to maintain consistency
with CCAR? Provision should also be made for a *““one time demonstration” of no or de-minimis emissions of
GHG’s which the entity does not have — such as SF6. Annual proof of the negative should not be required and does
not add value.)

D. “direct emissions” means emissions from sources at the facility.

E. “emission report or inventory” means a listing, by source, of the amount of air pollutants
discharged into the atmosphere. (BP: This provision needs to be reworded to enable reporting by source type of
category rather than individual source. For dispersed field operations reporting by individual source is neither
workable nor reasonable. For example reporting of pneumatic controller emissions for a field would have several
thousand lines of “individual sources” which would simply add complexity without value. The structure of the
reporting should be part of the protocol to be developed rather than dictated by the above provision copied from
existing regulation. )

F. “equity share” means the extent of economic interest held in an operation, which is typically the
same as ownership percentage.
G. "facility' means any building, structure, facility, or installation that emits or may emit any

greenhouse gas. (BP: The Department should add a definition of “entity” for GHG reporting purposes. This would
be defined for the applicable sector in the protocols to be developed/adopted as the program develops. For example,
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this could enable reporting of field-wide emissions for dispersed sources rather than facility by facility which would
simply add complexity with no value.)

H. ""greenhouse gas' means a substance that is released into the air as a result of human activity and
the presence of which in the atmosphere inhibits the release of outgoing terrestrial radiation. For purposes of this
part, greenhouse gases include any of the following: carbon dioxide, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons or sulfur hexafluoride.

l. ""greenhouse gas emissions reporting year” means the calendar year in which reported data is
required to be collected under this Part.

J. “hydrofluorocarbons” means gases containing hydrogen, carbon, and fluorine and for which
global warming potential values have been established under the united nations framework convention on climate
change.

K. “indirect emissions” means emissions that are a consequence of the operations under the
operational control of the reporting entity, but which occur at sources owned or controlled by another entity. (BP:
Indirect emissions are commonly thought of as those from import of heat/steam and/or electricity. The way this
provision is written could be construed as requiring reporting of the emissions associated with purchase of goods
and services — such as desks. This concept of forcing ““green procurement” has been discussed several times in the
past and not considered workable. The definition of “indirect emissions” should be tightened up and defined as
those emissions associated with direct import of heat/steam and/or electricity by a facility.)

L. “methane” means the compound with a molecular formula of one carbon atom and four hydrogen
atoms.

M. “metric ton” means 2204.62 pounds

N. “nitrous oxide” means the compound with a molecular formula of two nitrogen atoms and one
oxygen atom.

0. “operational control” means having the authority to introduce and implement operating policies

at the facility or operation. (BP: Introducing “operational control” as a criteria may cause confusion. It is probably
better to use the common definitions of “owner or operator” or be much better clarified. )

P. “perfluorocarbons” means gases containing carbon and fluorine and for which global warming
potential values have been established under the united nations framework convention on climate change.
Q. “sulfur hexafluoride” means the compound with a molecular formula of one carbon atom and six

fluorine atoms.
[20.2.87.7 NMAC - N, 01/01/08]

20.2.87.8 SEVERABILITY. If any provision of this Part, or the application of such provision to any
person or circumstance, is held invalid, the remainder of this Part, or the application of such provision to persons or
circumstances other than those as to which it is held invalid, shall not be affected thereby.

[20.2.87.8 NMAC - N, 01/01/08]

20.2.87.9 CONSTRUCTION. This Part shall be liberally construed to carry out its purpose.
[20.2.87.9 NMAC - N, 01/01/08]

20.2.87.10 SAVINGS CLAUSE. Repeal or supersession of prior versions of this Part shall not affect any
administrative or judicial action initiated under those prior versions.
[20.2.87.10 NMAC - N, 01/01/08]

20.2.87.11 COMPLIANCE WITH OTHER REGULATIONS. Compliance with this Part does not relieve
a person from the responsibility to comply with any other applicable federal, state, or local regulations.
[20.2.87.11 NMAC - N, 01/01/08]

20.2.87.12 t0 20.2.87.199 [RESERVED]
20.2.87.200 APPLICABILITY (BP: See the comments above relating to “operational control’” and the
applicability section).

A The following shall report greenhouse gases under this Part, with 2008 as the first greenhouse gas
reporting year.
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(1) Any owner or operator of a facility at which the sum of the nameplate capacity of all electrical
generating units is equal to or greater than twenty five megawatts of electricity.

(2) Any owner or operator of a petrochemical refining facility with a NAICS code 32411.

(3) Any owner or operator of a cement manufacturing facility with a NAICS code 32731.

B. Owners or operators required to report greenhouse gas emissions under this Part may register and
third-party verify their greenhouse gas emissions with [the voluntary program of the multi-state registry]. Owners or
operators that have registered and verified their greenhouse gas emissions in accordance with the procedures of the
[the multi-state registry] for the greenhouse gas emissions reporting year shall be deemed to be in compliance with
this Part for that reporting year if:

(1) the greenhouse gas emissions reported for each reporting year include, at a minimum, the
emissions that would be reported for that owner or operator for that year under this Part; and

(2) the department has access to, at a minimum, the emissions information that would be provided by
that owner or operator under this Part.

C. Entities that are not required to report greenhouse gas emissions under this Part may do so
voluntarily.
D. Owners or operators that are required to report greenhouse gas emissions under this Part may

voluntarily include additional emissions that are not required under this Part.
[20.2.87.200 NMAC - N, 01/01/08]

20.2.87.201 GREENHOUSE GAS EMISSIONS REPORTING REQUIREMENTS

A Requirements for the first reporting year. The owner or operator shall report at a minimum all
direct emissions of carbon dioxide from the facility. The owner or operator is not required to include emissions
from mobile sources at the facility. (BP: This provision needs to be broadened to enable reporting by “entity” (to
be defined for each sector in the protocols to be developed/adopted) rather than restricting it specifically to facility.
For example, reporting of field wide GHG emissions, consistent with the protocol to be developed, should be
enabled rather than well by well reporting which would add complexity with no value.)

B. Requirements for the second and subsequent reporting years. The owner or operator shall report at
a minimum:

(1) all direct emissions of carbon dioxide from the facility. The owner or operator is not required to
include emissions from mobile sources at the facility; and (BP: This provision needs to be broadened to enable
reporting by “entity” (to be defined for each sector in the protocols to be developed/adopted) rather than restricting it
specifically to facility. For example, reporting of field wide GHG emissions, consistent with the protocol to be
developed, should be enabled rather than well by well reporting which would add complexity with no value.)

(2) indirect greenhouse gas emissions from all electricity, steam, and heat purchased and consumed at
the facility. (BP: Again, enable “entity” reporting rather than facility by facility)

C. De minimis emissions may be omitted from the emissions report, provided that the third party
verifier has verified that the de minimis emissions meet the definition in this Part.
[20.2.87.201 NMAC - N, 01/01/08]

20.2.87.202 GREENHOUSE GAS EMISSIONS REPORTING PROCEDURES

A Owners or operators that meet the applicability requirements in section 20.2.87.200 NMAC shall
submit annual greenhouse gas emissions reports under this Part. Greenhouse gas emissions reports shall apply to a
calendar year.

B. Reporting shall be conducted using the greenhouse gas emissions reporting tool and procedures
provided by the department. Such tool and procedures shall:

(1) be made available by the Department to the public for review and comment at least sixty days
prior to the beginning of a greenhouse gas emission reporting year. Department notifications of the availability of
the tool and procedures for review may be made electronically or in writing;

(2) be consistent with generally accepted protocols for estimation of greenhouse gas emissions;

(3) include recommended methods for estimation of greenhouse gas emissions from equipment and
processes for which emissions calculations are required, and the supporting data that is required for use of such
methods;

(4) include alternate methods for estimation of greenhouse gases, where such alternate methods are
available;

(5) include provisions to report:

(@ the name and address of the reporting owner or operator;
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(b) the name and telephone number of the person to contact regarding the emissions report;

(c) for emissions from facilities within the jurisdiction of the Environmental Improvement
Board, the county in which the facilities are located;

(d) for emissions from facilities located on Tribal Lands, if reported, the Tribe or Pueblo;

(e) for emissions from facilities located in another state or territory of the United States, if
reported, the state or territory;

(f) for emissions from facilities located in another country, if reported, the country;

(g) fuel use, including amounts and specifications of each fuel type, directly related to reported
emissions; (BP: Reporting of fuel use and specification should not be required. Companies would be required to
maintain the information and methodologies used to estimate/calculate reported GHG emissions and make this
available to the Department and/or the verifiers upon request.)

(h)  the means to document methods utilized to make emissions calculations, if different from
the methods incorporated into the tool; (BP: See previous comments:. The Department should adopt/approve
standard protocols — such as the API compendium or better — that have been widely reviewed and recognized
globally. There should not be a need to regurgitate these methodologies nor should the department craft a
“custom” set of methodologies or protocols which are not reciprocally acceptable across jurisdictional
boundaries.)

(i) calculations for emissions of each reported greenhouse gas and the means to sum all reported
greenhouse gases, in units of tons of carbon dioxide equivalent, including emissions occurring during regular
operation, maintenance, start-ups, shutdowns, upsets, and malfunctions; (BP: Since reporting will in conformance
with protocols to be developed/adopted and be verified by a third party, why would calculations for emissions be
required? This would seem to require repetition of the protocols for no value.)

(J) adescription of de minimis emissions not reported; and

(k) alisting, including percentages, of the owners of equity shares of the emissions reported.
(BP: The methodology of determining “equity share” should be developed during the protocol development and
should be consistent with the WRI and IPIECA guidelines/protocols. This provision should also be rationalized
with the concept of operational control and owner/operator)

C. All emissions reporting under this Part shall be verified according to the certification protocol
approved by the department. The verification shall be conducted by a third party certifier that has met the
department’s approval with regards to:

(1) technical expertise regarding the reporting and verification of greenhouse gas emissions; and
(2) the absence of potential for conflict of interest with regards to providing third party verification for
the reporting owner or operator.

D. Reporting owners or operators shall submit unverified reports required under this Part by July 1
[?] of the year following the greenhouse gas emissions reporting year and verified reports required under this Part by
July 1 [?] of the second year following the greenhouse gas reporting year.

[20.2.87.202 NMAC - N, 01/01/08]

Additional comment: The rule needs to address selection of a base year for reporting to achieve baseline
protection and early action credit. There are several options for doing this but a consistent baseline year should be
agreed for each sector and incorporated. According to the May 24 meeting handout (Element 2), a statement on
this handout says “Company may select base year and adjust baseline accordingly.”” This concept does not seem to
be addressed in the rule.
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Musick, Brad, NMENV

From: Weaver, Lany, NMENV

Sent: Tuesday, June 05, 2007 1:12 PM
To: Musick, Brad, NMENV

Subject: FW: GHG reporting materials posted

Comment on 87

From: Leipold, Wayne [mailto:Wayne_Leipold@FMI.com]
Sent: Thursday, May 31, 2007 12:24 PM

To: Weaver, Lany, NMENV

Cc: Evans, Ken

Subject: RE: GHG reporting materials posted

During the utility stakeholder meetings we had discussed not having to report for emergency generators that have a permit limit of
500 hours per year. | noticed that in the proposed paragraph 20.2.87.200.A.(1) this exemption does not appear. Has the
department changed its mind about not including these units?

From: Weaver, Lany, NMENV [mailto:lany.weaver@state.nm.us]
Sent: Wednesday, May 30, 2007 3:05 PM

To: Norton, Jim, NMENV

Cc: Ely, Sandra, NMENV; Jones, Mark, NMENV

Subject: GHG reporting materials posted

Greenhouse Gas Reporting stakeholders:

This email is being sent to let you know that the following materials will be posted by the end of today on our website at
http://www.nmenv.state.nm.us/aqb/prop_regs.html:

- Revised Part 2.87

- Draft revisions to Part 2.73

- Regulatory Timeline

- Summary of NMED plans to implement draft revisions to Part 2.73

Please note that, in order to meet the regulatory timeline, we are asking that you submit comments on the regulations by June 13,
2007. Although NMED will welcome comments up to and including the hearing date, we may not have time to consider comments
that are received after June 13 while we finalize the proposed regulatory language that will be submitted to Environmental
Improvement Board (EIB) on June 18.

Thank you in advance for your comments.

If at any time you wish to be taken off our mailing list for this process, please let Brad know by email (brad.musick@state.nm.us) or
by phone (505-955-8019).

Confidentiality Notice: This e-mail, including all attachments is for the sole use of the intended recipient(s) and may
contain confidential and privileged information. Any unauthorized review, use, disclosure or distribution is prohibited
unless specifically provided under the New Mexico Inspection of Public Records Act. If you are not the intended
recipient, please contact the sender and destroy all copies of this message. -- This email has been scanned by the Sybari -
Antigen Email System.
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Musick, Brad, NMENV

From: Frye, Andrew (Albuquerque,NM-US) [AFrye@trcsolutions.com]
Sent: Wednesday, June 13, 2007 2:43 PM

To: Musick, Brad, NMENV

Subject: Greenhouse Gas Comments

Brad. Provided below are my questions/comments regarding the greenhouse gas rule as a private citizen.

Section 20.2.87.202 C All emissions reporting under this Part shall be verified according to the certification protocol approved by the
department. The verification shall be conducted by a third party certifier that has met the department’s approval with regards to:

(1) technical expertise regarding the reporting and verification of greenhouse gas emissions; and

(2) the absence of potential for conflict of interest with regards to providing third party verification for the reporting owner or
operator.

With respect to the above approvals for third party verification. Will the NMED require the verification to have
credentials through the CCAR?

What will be the estimated cost to a New Mexico business looking to certify as a third party certifier/ verification? Will a
New Mexico business have the capability to be a to be a certifier without having to join the CCAR under any formal
registry? Has the NMED estimated the cost to industry (effected by the new rule only) to prepare a GHG emission
inventory report and have the report third party verified? If so, what are those estimated cost?

THANKS

Andrew A. Frye

420 San Pablo, NE
Albuquerque, NM 87108
Direct: 505-980-9313

This inbound email has been scanned by the MessagelLabs Email Security System.

6/15/2007





Page 1 of 2

Musick, Brad, NMENV

From: Whaley, Don [Don.Whaley@hollycorp.com]

Sent: Thursday, June 07, 2007 2:32 PM

To: Weaver, Lany, NMENV; Musick, Brad, NMENV; Truijillo, Rita, NMENV
Cc: Ely, Sandra, NMENV; Uhl, Mary, NMENV

Subject: RE: GHG reporting materials posted - NAVAJO COMMENTS on 20.2.87

Attachments: 2007-06-07 Navajo Markup of 20_2_87_DRAFT.doc

Attached is a markup of NMED’s subject draft greenhouse gas (GHG) emissions reporting rule reflecting Navajo’s comments.

A key concern to Navajo is when these reported emissions will be used to establish a baseline year.

Although the attached comments provide for a baseline year no earlier than the second GHG reporting year (i.e., 2009), a 2010
baseline year would be preferred.

This would simplify Navajo’s situation in that, as NMED is aware, an NSR permit is pending for an expansion of refinery capacity.
The expanded capacity may not be fully realized until the end of 2009.

Thus, the 2010 year will better establish a baseline for measurement of progress in GHG emissions reductions.

| also have concerns that the sudden and drastic change in NMED’s approach (i.e., rigorous certified emission reports vs. step-wise
inventory improvement) may catch some companies unaware and thus precluded from the opportunity to comment before the draft
is developed into the version proposed for adoption. Companies that tracked or participated in the early GHG meetings may have
determined this issue was not a major concern based on the direction NMED seemed to be heading (as demonstrated by the first
draft of GHG rules). These companies may not be aware of the significant changes announced May 24, and could be subject to
substantive requirements — particularly the 3 industry groups subject to 20.2.87. NMED may want to step up its outreach to
companies in these 3 industry categories to solicit their input.

Don Whaley

Navajo Refining Company, L.P.
don@navajo-refining.com

phone: 505.746.5398

cell: 505.703.5057

fax: 505.746.5421

From: Weaver, Lany, NMENV [mailto:lany.weaver@state.nm.us]
Sent: Wednesday, May 30, 2007 4:05 PM

To: Norton, Jim, NMENV

Cc: Ely, Sandra, NMENV; Jones, Mark, NMENV

Subject: GHG reporting materials posted

Greenhouse Gas Reporting stakeholders:

This email is being sent to let you know that the following materials will be posted by the end of today on our website at
http://www.nmenv.state.nm.us/aqb/prop_regs.html:

Revised Part 2.87

Draft revisions to Part 2.73

Regulatory Timeline

Summary of NMED plans to implement draft revisions to Part 2.73

Please note that, in order to meet the regulatory timeline, we are asking that you submit comments on the regulations by
June 13, 2007. Although NMED will welcome comments up to and including the hearing date, we may not have time to
consider comments that are received after June 13 while we finalize the proposed regulatory language that will be
submitted to Environmental Improvement Board (EIB) on June 18.

Thank you in advance for your comments.

6/15/2007
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If at any time you wish to be taken off our mailing list for this process, please let Brad know by email
(brad.musick@state.nm.us) or by phone (505-955-8019).

Confidentiality Notice: This e-mail, including all attachments is for the sole use of the intended recipient(s) and
may contain confidential and privileged information. Any unauthorized review, use, disclosure or distribution is
prohibited unless specifically provided under the New Mexico Inspection of Public Records Act. If you are not
the intended recipient, please contact the sender and destroy all copies of this message. -- This email has been
scanned by the Sybari - Antigen Email System.

This inbound email has been scanned by the MessageLabs Email Security System.

6/15/2007
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Navajo Refining Comments — June 7,2007 - { Deleted: 30 May ]
TITLE 20 ENVIRONMENTAL PROTECTION
CHAPTER 2 AIR QUALITY (STATEWIDE)
PART 87 GREENHOUSE GAS EMISSIONS REPORTING
20.2.87.1 ISSUING AGENCY: Environmental Improvement Board.
[20.2.87.1 NMAC - N, 01/01/08]
20.2.87.2 SCOPE: All persons who own or operate an applicable source of greenhouse gas emissions in the

geographic areas within the jurisdiction of the Environmental Improvement Board.
[20.2.87.2 NMAC - N, 01/01/08]

20.2.87.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically Sections 74-2-
5(B)(1) & 74-2-(5)(C)(5)(d) & (e).

[20.2.873. NMAC - N, 01/01/08]

20.2.87.4 DURATION: Permanent until repealed or superseded.

[20.2.87.4 NMAC - N, 01/01/08]

20.2.87.5 EFFECTIVE DATE: January 1, 2008 except where a later date is cited at the end of a section or
paragraph.

[20.2.87.5 NMAC - N, 01/01/08]

20.2.87.6 OBJECTIVE: The objective of this Part is to establish requirements for the reporting of third-
party verified greenhouse gas emissions to the Department.
[20.2.87.6 NMAC - N, 01/01/08]

20.2.87.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC, for purposes limited to this
Part, the following terms shall have the meanings defined below:, __ — | Deleted: the following definitions shall
A “carbon dioxide” means the compound with a molecular formula of one carbon atom and two apply to terms used in this Part.
oxygen atoms.
B. “carbon dioxide equivalent” means quantity of a given greenhouse gas multiplied by it total

global warming potential, as defined by the intergovernmental panel on climate change [which assessment?].
““de minimis emissions’” means the quantity of greenhouse gas emissions, expressed as carbon

dioxide equivalent, from any combination of sources and/or gases, which, when summed equal less thanMﬂag@QL _ _ - -| Comment [d1]: Consistent with most
of the total greenhouse gas emissions which are required to be reported for the reporting year. AN W recent California Registry Protocol:

D. “direct emissions™ means emissions discharged into the atmosphere from sources at the facility. "\ (Qerion2 2 PariTichapien

E. “emission report or inventory” means a listing, by source, of the amount of air pollutants { Deleted: three ]
discharged into the atmosphere.

F. “equity share” means the extent of economic interest held in an operation, which is typically the
same as ownership percentage.

G. "facility” means any building, structure, or installation that emits or may emit any greenhouse =~ _ - { Deleted: facility, ]
gas.

H. "*greenhouse gas' means a substance which in the atmosphere inhibits the release of outgoing - { Deleted: that is released into the air as a
terrestrial radiation. For purposes of this part, greenhouse gases consist of the following: carbon dioxide, methane, W result of human activity and the presence
nitrous oxide, hydrofluorocarbons, perfluorocarbons or sulfur hexafluoride. . of

. ""greenhouse gas emissions reporting year” means the calendar year in which reported data is { Deleted: include any ]
required to be collected under this Part.

J. “hydrofluorocarbons” means gases containing hydrogen, carbon, and fluorine, and for which
global warming potential values have been established under the United Nations’ framework convention on climate - { Deleted: united nations ]
change.

K. “indirect emissions” means emissions discharged into the atmosphere that are a consequence of
the operations under the operational control of the reporting entity, but which occur at sources owned or controlled
by another entity.
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Navajo Refining Comments — June 7, 2007 - { Deleted: 30 May ]
L. “methane” means the compound with a molecular formula of one carbon atom and four hydrogen
atoms.
M. “metric ton” means 2204.62 pounds
N. “nitrous oxide” means the compound with a molecular formula of two nitrogen atoms and one
oxygen atom.
O. “operational control” means having the authority to introduce and implement operating policies
at the facility or operation.
P. “perfluorocarbons” means gases containing carbon and fluorine, and for which global warming
potential values have been established under the United Nations’ framework convention on climate change. - { Deleted: united nations ]
Q. “sulfur hexafluoride” means the compound with a molecular formula of one carbon atom and six
fluorine atoms.
[20.2.87.7 NMAC - N, 01/01/08]
20.2.87.8 SEVERABILITY. If any provision of this Part, or the application of such provision to any

person or circumstance, is held invalid, the remainder of this Part, or the application of such provision to persons or
circumstances other than those as to which it is held invalid, shall not be affected thereby.
[20.2.87.8 NMAC - N, 01/01/08]

20.2.87.9 CONSTRUCTION. This Part shall be liberally construed to carry out its purpose.
Notwithstanding, the regulated community is entitled to obtain clarification and reasonable application of this Part.
[20.2.87.9 NMAC - N, 01/01/08]

20.2.87.10 SAVINGS CLAUSE. Repeal or supersession of prior versions of this Part shall not affect any
administrative or judicial action initiated under those prior versions.
[20.2.87.10 NMAC - N, 01/01/08]

20.2.87.11 COMPLIANCE WITH OTHER REGULATIONS. Compliance with this Part does not relieve
a person from the responsibility to comply with any other applicable federal, state, or local regulations.
[20.2.87.11 NMAC - N, 01/01/08]

20.2.87.12 10 20.2.87.199 [RESERVED]

20.2.87.200 APPLICABILITY
A The following shall report greenhouse gases under this Part, with 2008 as the first greenhouse gas
reporting year.
(1) Any owner or operator of a facility at which the sum of the nameplate capacity of all electrical
generating units is equal to or greater than twenty five megawatts of electricity.

(2) Any owner or operator of a petroleum refining facility with a NAICS code 32411. - [ Deleted: petrochemical ]

(3) Any owner or operator of a cement manufacturing facility with a NAICS code 32731.
«__B.  Ownersor operators required to report greenhouse gas emissions under this Part may registerand - { Deleted: ]
third-party verify their greenhouse gas emissions with the “Climate Registry” or similar proad-based registry, (b :

. e n . v ———— 8 - eleted: [the voluntary program of the

Owners or operators that have registered and verified their greenhouse gas emissions in accordance with the AN { multi-state }
procedures of the “Climate Registry” or similar broad-based yegistry, for the greenhouse gas emissions reporting year ~ ~ { Doloted: ]
shall be deemed to be in compliance with this Part for that reporting year if: Y. (Deleted:]

(1) the greenhouse gas emissions reported for each reporting year include, at a minimum, the AN { Deleted: [the ]
emissions that would be reported for that owner or operator for that year under this Part; and N {Demted; multi-state ]

(2) the department has access to, at a minimum, the emissions information that would be provided by \{ Deleted- ]
that owner or operator under this Part. eleted: |
«C.  Entities that are not required to report greenhouse gas emissions under this Part may doso - { Deleted: ]
voluntarily.
. D.  Owners or operators that are required to report greenhouse gas emissions under this Part may - { Deleted: ]

voluntarily include additional emissions that are not required under this Part.
[20.2.87.200 NMAC - N, 01/01/08]

20.2.87.201 GREENHOUSE GAS EMISSIONS REPORTING REQUIREMENTS
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A Requirements for the first reporting year. The owner or operator shall report at a minimum all
direct emissions of carbon dioxide from the facility. The owner or operator is not required to include emissions
from mobile sources at the facility._If a greenhouse gas emissions baseline is established, the baseline year shall be
no earlier than the second reporting year unless the facility has voluntarily established an earlier baseline year under
the “Climate Registry” or similar broad-based registry program.

B. Requirements for the second and subsequent reporting years. The owner or operator shall report at
a minimum:

(1) all direct emissions of carbon dioxide from the facility. The owner or operator is not required to
include emissions from mobile sources at the facility; and
(2) indirect greenhouse gas emissions from all electricity, steam, and heat purchased and consumed at

the facility,excluding electricity, steam, and heat purchased from applicable facilities under 20.2.87.200.A.(1). _ _ — - comment [d2]: No need to double-
_____C. __ Deminimis emissions may be omitted from the emissions report, provided that the third party count GHG emissions.
verifier has verified that the de minimis emissions meet the definition in this Part. T [ Deleted: ]

[20.2.87.201 NMAC - N, 01/01/08]

20.2.87.202 GREENHOUSE GAS EMISSIONS REPORTING PROCEDURES
A Owners or operators that meet the applicability requirements in section 20.2.87.200 NMAC shall
submit annual greenhouse gas emissions reports under this Part. Greenhouse gas emissions reports shall apply to a
calendar year.
. B. Reporting shall be conducted using the greenhouse gas emissions reporting tool and procedures - { Deleted: ]
provided by the department. Such tool and procedures shall:

(1) be made available by the Department to the public for review and comment at least sixty days
prior to the beginning of a greenhouse gas emission reporting year. Department notifications of the availability of
the tool and procedures for review may be made electronically or in writing;

(2) be consistent with generally accepted protocols for estimation of greenhouse gas emissions;

(3) include recommended methods for estimation of greenhouse gas emissions from equipment and
processes for which emissions calculations are required, and the supporting data that is required for use of such
methods;

(4) include alternate methods for estimation of greenhouse gases, where such alternate methods are
available;
(5) include provisions to report:

(@) the name and address of the reporting owner or operator;

(b) the name and telephone number of the person to contact regarding the emissions report;

(c) for emissions from facilities within the jurisdiction of the Environmental Improvement
Board, the county in which the facilities are located,;

(d) for emissions from facilities located on Tribal Lands, if reported, the Tribe or Pueblo;

(e) for emissions from facilities located in another state or territory of the United States, if
reported, the state or territory;

(f) for emissions from facilities located in another country, if reported, the country;

(9) fuel use, including amounts and specifications of each fuel type, directly related to reported
emissions;

(h)  the means to document methods utilized to make emissions calculations, if different from
the methods incorporated into the tool;

(i)  the calculatedemissions of each reported greenhouse gas and the sum of all reported - { Deleted: ions for J
greenhouse gases, in units of tons of carbon dioxide equivalent, including emissions occurring during regular i
operation, maintenance, start-ups, shutdowns, upsets, and malfunctions;

(3) adescription of de minimis emissions not reported; and

(k) alisting, including percentages, of the owners of equity shares of the emissions reported.

C. All emissions reporting under this Part shall be verified according to the certification protocol
approved by the department. The verification shall be conducted by a third party certifier that is a licensed
professional engineer or otherwise has met the department’s approval with regards to:

(1) technical expertise regarding the reporting and verification of greenhouse gas emissions; and
(2) the absence of potential for conflict of interest with regards to providing third party verification for
the reporting owner or operator.

o { Deleted: means to ]
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D. Reporting owners or operators shall submit unverified reports required under this Part by July 1
[?] of the year following the greenhouse gas emissions reporting year and verified reports required under this Part by
July 1 [?] of the second year following the greenhouse gas reporting year.

[20.2.87.202 NMAC - N, 01/01/08]
20.2.87.203 DISPUTE RESOLUTION. If a dispute arises as to the whether an approved third part certifier

or certification protocol was used, or whether emissions qualified as de minimis, either party may seek resolution
through arbitration by requesting the New Mexico Board of Professional Engineers to review the disputed issue., - {Formaued; Font: Bold

[20.2.87.201 NMAC - N, 01/01/08]

20.2.87 NMAC May 30, 2007 DRAFT --- FOR DISCUSSION PURPOSES ONLY 4





\

New Mexico Oil & Gas Association

2006-2007 Executive Committee

Chairman
Hal Brunson
Nolan H. Brunson, Inc.

Vice Chairman
Ricardo Tapia
BP America

Treasurer

Cliff Brunson

BBC International, Inc
Chairman-Elect

Raye Miller

Marbob Energy Corp.

Rick Cargile
Duke Energy Field Services

Matt Clifton
Holly Energy Partners

Robert Colosimo
Marathon Oil Co.

Lindsey Dingmore
XTO Energy, Inc.

Raymond Eaves

Tetra Production Testing Services

Richard Fraley
ConocoPhillips

Bryan Guderian
Williams

Greg Hardin
Oxy Permian

Keith Innes
Chevron USA, Inc.

Obie O'Brien
Apache Corp,

Ray Payne
Devon Energy Corp.

Tom Price, Jr.
Chesapeake Energy Corp.
Jerry Schuyler

St. Mary’s Land & Exploration

Paul Sparks
Energen Resources Corp.

Harry Teague
Eunice Well Servicing

Steve Weatherl
EOQG Resources, Inc

President
Bob Gallagher

P.O. Box 1864 Ph: 505-982-2568

Santa Fe, NM 87504-1864 Fax: 505-986-1094 il s
13 June 2007
Via E-mail

Lany Weaver and Brad Musick

New Mexico Environment Department, Air Quality Bureau
2048 Galisteo Street

Santa Fe, NM 87505

RE: Proposed (draft) Regulations 20.2.87 GHG Reporting and
20.2.73 Implementation
Dear Lany and Brad,

The New Mexico Oil and Gas Association (NMOGA) represents over 300
member companies doing business in the state of New Mexico ranging
from independent to integrated oil and gas producers which produces 99%
of the oil and natural gas extracted in the state, as well as pipeline
companies, well servicing and field service companies, refineries and
processing plants. NMOGA is responsible for working with the state and
federal regulatory agencies, Indian Nations and tribes as well as the New
Mexico Legislature and congressional delegation to address and promote
the orderly development of the mineral estate within the state of New
Mexico.

NMOGA would like to thank you for the opportunity to work with the New
Mexico Environment Department Air Quality Bureau (AQB) in the
development of proposing regulations for the reporting of Greenhouse Gas
(GHG) emissions as well as a GHG registry. There will be a tremendous
amount of effort involved for the NMOGA member companies that are
multi-state and we are in hopes that the various processes will maintain
cohesiveness for those companies that operate beyond the borders of New
Mexico.

As it concerns the AQB proposed (draft) regulations, NMOGA strongly
feels that these two proposed (draft) regulations should compliment each
other. In practice, a company should report GHG emissions under 20.2.73
until a sector protocol is developed. Once a sector protocol is developed,
20.2.87 should be amended to include that sector. The transition for a
specific company from reporting under 20.2.73 to reporting under 20.2.87
should not be difficult. It might involve more rigorous recordkeeping, but
the two mechanisms should not be so different that it causes difficulties for
the Department or the company that is reporting.

"Ensuring tomorrow's future today."

Serving our members since 1929
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Given the similarities between the two proposed (draft) regulations, NMOGA feels that there are
some issues that should cover both proposed (draft) regulations. NMOGA appreciates and
understands the Department’s willingness to use already established Protocols in the
development of a New Mexico GHG registry. However, the Department should not try to rewrite
or copy the Protocol into the regulation. Protocols are intended to be flexible and as conditions
and information warrants, change to meet those needs. By carrying over Protocol language into
the regulation, the Department is limiting the use of the Protocol. The Protocol may change but
the regulation can’t change as quickly and the regulation takes precedence. The GHG proposed
(draft) regulations should be written in broad language to refer to the various Protocols without
restating the language in the Protocol. There are several definitions which should be consistent
across the GHG proposed (draft) regulations. The first is the definition of GHGs. The
Department is unnecessarily complicating the issue with extraneous “technical” terms. The
definition of GHG for reporting purposes is simple: “greenhouse gas” or “GHG” means any of
the following: carbon dioxide (CO2), methane (CH4), nitrous oxide (N20), hydrofluorocarbons
(HFC), perfluorocarbons (PFC) or sulfur hexafluoride (SF6). Similarly, and in conjunction with
the discussion on protocols above, NMOGA recommends adding the definition for Protocol that
would include any protocol accepted by the California Climate Action Registry (CCAR) and/or
“The Climate Registry”.

Specific comments for 20.2.87

20.2.87.6 The objective of this regulation is to improve the New Mexico GHG inventory as per
the Governor’s Executive Order. The objective statement should simply state that without
unnecessary particulars.

20.2.87.7 The definitions are unnecessarily complicated with definitions for carbon dioxide,
methane, and other greenhouse gases. These individual definitions can and should be
contained under the definition of greenhouse gas.

20.2.87.200 The California Climate Action Registry does not refer to owner or operator but
rather to entity. To be consistent with the protocols that the department plans on using, this
proposed regulation should do the same. NMOGA recommends the term “owner and/or
operator” should be replaced with “entity” and/or “reporting entity” throughout the regulation.
NMOGA does not understand why the Department is proposing a “de minimus” level of 3% as
opposed to the already established 5% de minimus level. Consistency is the key to a rigorous
registry. In addition, reporting entities should be able to make an initial demonstration of “no
emissions” for certain GHGs such as hydrofluorocarbons (HFC), perfluorocarbons (PFC) or
sulfur hexafluoride (SF6). It is burdensome and unnecessary for an entity to make a negative
statement year after year.

20.2.87.202 The regulation should be couched in broad terms and refer to accepted Protocols
whenever possible. This will limit the confusion and possible cross-purposes of the regulation
and the Protocol as time passes and the registry is developed. If a company follows an
accepted Protocol in estimating GHG emissions, it is understood that certain information and
methods were utilized, as per the protocol. The regulation doesn’t need to, and shouldn’t, spell
out the Protocol. This information will be available to a third-party verification process, but
shouldn’t be included in the emissions report if the purpose of the regulation is to improve the
inventory.

Some of the suggested language such as owners and equity shares is not necessary to develop
an inventory.





NMOGA Comments on draft 20.2.73. & .87
13 June 2007 — Page 3

If New Mexico is going to utilize existing protocols, such as the CCAR Certification Protocol,
then spelling out the certification process in the regulation is unnecessary. Simply refer to the
accepted protocol. If the Department wishes to develop a separate protocol for the certification
process, then that information needs to be conveyed to the interested stakeholders.
Suggested Section D is confusing and unnecessary. Again, the Department conveyed their
intent to follow existing protocol. Reference the existing protocol instead of re-phrasing the
protocol in the regulation.

Specific Comments for 20.2.73

20.2.73.7 NMOGA made some suggestions for some definitions to make them more universal
and clear. These included the suggested definitions for “fuel carbon content”, “greenhouse gas”,
and “Protocol”. The definition of Protocol as used in this subpart means any accepted protocol

already in use by the CCAR or The Climate Registry.

20.2.73.300 NMOGA strongly suggests that the Department add a new Section 400 to this
regulation for the inventory of GHGs instead of adding it to the existing Section 300. There are
multiple sections in Section 300 which are not applicable to the GHG inventory. Greenhouse
gases are not regulated. Much of this information is important for criteria pollutants but not for
GHGs.

20.2.73.300.B(9)(c) and (d): The intent of this proposed language is very confusing and
unclear. We would request an explanation of the Department’s intent with this language before
we can fully comment.

20.2.73.300.C(1): Field facilities do not have “addresses”.

20.2.73.300.C(3): “Responsible official” is a term used in Title V regulations. Many minor
sources do not have designated “responsible officials.” Also, the person responsible for
reporting GHG emissions may or may not be the same individual responsible for reporting
criteria pollutants for the inventory.

20.2.73.300.C(5): Greenhouse gases are not regulated and the proposed requested information
is not necessary to develop a GHG inventory. In addition, information such as fuel combustion
rates, fuel type, and carbon content would be part of the protocol and should not be part of the
report.

20.2.73.300.E: “Insignificant emissions” is a term used in Title V for criteria pollutants. Because
GHGs are not regulated, this term is irrelevant.

The Department and affected industries will be better served by adding a new Section 400 that
deals with the GHG portion of the inventory for several reasons:

» Greenhouse gas emissions are not currently regulated and it is inappropriate to force
existing regulations to meet the needs of developing a GHG inventory by using terms
such as “responsible official” and “insignificant sources”.

« It is NMOGAs understanding that if an entity wishes to voluntarily participate in any other
GHG registry that company would not have to report GHG under 20.2.73. That is not
clearly stated in the regulation.

« The regulation should allow for self-certification, as opposed to third party verification. In
addition, the individual that certifies for GHG emissions inventory may or may not be the
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person that certifies for the criteria pollutant emissions inventory. The Department needs
to allow for this flexibility.

 The actual GHG emissions should be reported by facility, not by unit within the facility. At
no time in previous discussions did the Bureau staff indicate that it was necessary to
obtain unit specific GHG emissions information. Facility emissions information is more
than adequate to develop a GHG inventory. In fact, it will improve the inventory if
emissions are reported by facility rather than by unit. There are many sources that are
considered insignificant for criteria pollutants and are not listed in the permit. However,
these sources may not be “insignificant” for GHGs. By requesting the GHG emissions
information on a facility basis, ALL GHG emissions will be captured rather than just a
portion that would be collected otherwise.

» The proposed Section 400 also references existing Protocols for reporting and calculation
methodologies. This allows for the flexibility in adjusting the existing protocols rather
than re-writing the protocols in the regulation.

Again, thank you for the opportunity to comment and participate in the regulatory framework for
GHG and if you have any questions please feel free to contact me.

Sincerely,

(original signed by)

Deborah Seligman

Director Governmental Affairs

C: Bob Gallagher, President
Mary Uhl, Chief, NMED AQB
NMOGA GHG Working Committee

enclosure
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TITLE 20 ENVIRONMENTAL PROTECTION

CHAPTER 2 AIR QUALITY (STATEWIDE)

PART 73 NOTICE OF INTENT AND EMISSIONS INVENTORY REQUIREMENTS
20.2.73.1 ISSUING AGENCY: Environmental Improvement Board.

[11/30/95; 20.2.73.1 NMAC - Rn, 20 NMAC 2.73.100 02/18/02]

20.2.73.2 SCOPE: All persons who own or operate a source or who intend to construct or modify a source.
[11/30/95; 20.2.73.2 NMAC - Rn, 20 NMAC 2.73.101 02/18/02]

20.2.73.3 STATUTORY AUTHORITY:: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically, Section 74-2-
7(A)(1) and (B).

[11/30/95; 20.2.73.3 NMAC - Rn, 20 NMAC 2.73.102 02/18/02]

20.2.73.4 DURATION: Permanent.
[11/30/95; 20.2.73.4 NMAC - Rn, 20 NMAC 2.73.103 02/18/02]

20.2.73.5 EFFECTIVE DATE: November 30, 1995 except where a later date is cited at the end of a
section or paragraph.

[11/30/95, 10/01/97; 20.2.73.5 NMAC - Rn, 20 NMAC 2.73.104 02/18/02]

[The latest effective date of any section in this Part is January 1, 26042008.]

20.2.73.6 OBJECTIVE: The objective of this Part is to establish requirements for the submission of certain
relevant information to ensure that the regulations and standards under the Air Quality Control Act and the Federal

| Act will not be violated, and to facilitate the quantification of greenhouse gas emissions in New Mexico.,
[11/30/95; 20.2.73.6 NMAC - Rn, 20 NMAC 2.73.105 02/18/02]

- {Formatted: Font color: Sea Green ]

20.2.73.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC (Definitions), as used in this
Part:

A "air pollution control equipment' means any device, equipment, process or combination thereof
the operation of which would limit, capture, reduce, confine, or otherwise control air contaminants or convert for the
purposes of control any air contaminant to another form, another chemical or another physical state;

B. ""commencement’’ means that an owner or operator has undertaken a continuous program of
construction or modification;
C. ""construction' means fabrication, erection, installation or relocation of a stationary source,
including but not limited to temporary installations and portable stationary sources;
D. “emission report or inventory” means a listing, by source, of the amount of air pollutants -
discharged into the atmosphere of a community;  { Formatted: No underiine )
E. “fuel carbon content” means the mass of carbon per unit of heat content of a fuel identified { Deleted: }
through acceptable methodologies or heating value analysis. , {Formatted No underline ]
F. ""fugitive emissions'" are those emissions WhICh could not reasonably pass through a stack, ,
| chimney, vent, or other functionally-equivalent opening; S gﬁlf;ig'tﬁmﬁﬁma
‘ G- “greenhouse gas” or GHG means any of the following: carbon dioxide (CO2), methane (CH4). ,” " | result of human activity and whose
nitrous oxide (NZO) hydrofluorocarbons (HFC), perfluorocarbon (PFC) or sulfur hexafluoride (SF6), 4 presence in the atmosphere inhibits the
H. _ "modification means any physical change in, or change in the method of operationof,a ' release of outgoing terrestrial radiation.
stationary source which results in an increase in the potential emission rate of any regulated air contaminant emitted ', F;’Sre';”;g’ﬁf;igft‘ftﬁi& ‘S’Lebesrt‘:r?;;:for
by the source or which results in the emission of any regulated air contaminant not previously emitted, but does not ', m
include: "\, | convention on climate change has
(1) achange in ownership of the source; ¥ | established global warming potential
(2) routine maintenance, repair or replacement; W\ values,
(3) installation of air pollution control equipment, and all related process equipment and materials W {Formatted: Font: Not Bold, No J
necessary for its operation, undertaken for the purpose of complying with regulations adopted by the board or N underline
pursuant to the federal Clean Air Act; or \\[ Deleted: F-
(4) unless previously limited by enforceable permit conditions; Formatted: No underline ]
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(@) anincrease in the production rate, if such increase does not exceed the operating design
capacity of the source;

(b) anincrease in the hours of operation; or

(c) use of an alternative fuel or raw material if, prior to January 6, 1975, the source was capable
of accommodating such fuel or raw material, or if use of an alternate fuel or raw material is caused by any natural
gas curtailment or emergency allocation or any other lack of supply of natural gas;

J-____ "nonattainment area™ means, for any air pollutant, an area which has been designatedasa_ - [ Deleted: G-
nonattainment area under Section 107 of the Federal Act; -~ {Formatted_ No underline

) ""operator' means the person or persons responsible for the overall operation of a facility; i .

K. ""owner" means the person or persons who own a facility or part of a facility; X \Z R { Deleted: H-

al.___ "part™ means an air quality control regulation under Title 20, Chapter 2 of the New Mexico : { Formatted: No underline
Administrative Code, unless otherwise noted; as adopted or amended by the board; {Delete a1

M. "portable stationary source’ means a source which can be relocated to another operating site
with limited dismantling and reassembly, including for example but not limited to moveable sand and gravel \\ {Formaﬂe“ No underline
processing operations and asphalt plants; {Deleted 3

,,,,,, “protocol” means the criteria for quantifying emissions of greenhouse gases and shall include any { Formatted: No underline
protocol accepted bv the Californian Climate Action Registry (CCAR) and/or “The Climate Registry” \

O. ""potential emission rate™ means the emission rate of a source at its maximum capacity to emit a “\\ .\ Deleted: i
regulated air contaminant under its physical and operational design, provided any physical or operational limitation N {Formatted: No underline
on the capacity of the source to emit a regulated air contaminant, including air pollution control equipment and \\{ Deleted: L
restrictions on hours of operation or on the type or amount of material combusted, stored or processed, shall be \
treated as part of its physical and operational design only if the limitation or the effect it would have on emissions is {Formatted: No underline
enforceable by the Department pursuant to the Air Quality Control Act or the Federal Act;

P, __ "potential to emit™ means the maximum capacity of a stationary source to emit any air pollutant - { Deleted: M:O.

—J o 0 A 0 U )

under its physical and operational design; any physical or operational limitation on the capacity of a source to emit
an air pollutant, including air pollution control equipment and restrictions on hours of operation or on the type or
amount of material combusted, stored, or processed, shall be treated as part of its design if the limitation is federally
enforceable; the potential to emit for nitrogen dioxide shall be based on total oxides of nitrogen;

___ "regulated air contaminant™ means any air contaminant, the emission or ambient concentration - { Deleted: N-P.
of which is regulated pursuant to the New Mexico Air Quality Control Act or the Federal Act;
R,___ "'shutdown™ means the cessation of operation of any air pollution control equipment, process - { Deleted: 6:Q.
equipment or process for any purpose, except routine phasing out of batch process units;
S, ___ ''stationary source™ or "source” means any building, structure, equipment, facility, installation - { Deleted: PR.

(including temporary installations), operation or portable stationary source which emits or may emit any air
contaminant; any research facility may group its sources for the purpose of this Part at the discretion of the Secretary
of the Department;

T, “WEB source” means a stationary source that meets the applicability requirements of 20.2.81.101 - { Deleted: @s.

U, “western backstop sulfur dioxide trading program” means 20.2.81 NMAC, triggered asa - { Deleted: RT.

backstop in accordance with the provisions in the sulfur dioxide milestones and backstop trading program
implementation plan, if necessary, to ensure that regional sulfur dioxide emissions are reduced.
[11/30/95, 10/01/97; 20.2.73.7 NMAC - Rn, 20 NMAC 2.73.107 & A, 02/18/02; A, 12/31/03; A, 01/01/08]

20.2.73.8 10 20.2.73.105 [RESERVED]

20.2.73.106 AMENDMENT AND SUPERSESSION OF PRIOR REGULATIONS: This Part amends and
supersedes Air Quality Control Regulation ("AQCR") 703.1 - Notice of Intent and Emissions Inventory
Requirements last filed May 29, 1990, as amended ("AQCR 703.1").

A All references to AQCR 703.1 in any other rule shall be construed as a reference to this Part.

B. The amendment and supersession of AQCR 703.1 shall not affect any administrative or judicial
enforcement action pending on the effective date of such amendment nor the validity of any permit issued pursuant
to AQCR 703.1.

[11/30/95; 20.2.73.106 NMAC - Rn, 20 NMAC 2.73.106 02/18/02]

20.2.73.107 t0 20.2.73.199 [RESERVED]
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20.2.73.200 NOTICE OF INTENT:

A Applicability:,

(1) Any owner or operator intending to construct a new stationary source which has a potential
emission rate greater than 10 tons per year of any regulated air contaminant or 1 ton per year of lead shall file a
Notice of Intent with the Department.

(2)  Any owner or operator intending to modify a stationary source which either prior to or following
the modification has a potential emission rate greater than 10 tons per year of any regulated air contaminant or 1 ton
per year of lead shall file a Notice of Intent with the Department.

(3) The requirements of 20.2.73.200 NMAC do not apply to stationary sources or modifications
located in Bernalillo County.

(4) The Notice of Intent shall be filed prior to the commencement of construction. Construction shall
not begin prior to issuance of a written determination by the Department that a permit is not required, or if a permit
is required, prior to the issuance of the permit under 20.2.72 NMAC, 20.2.74 NMAC or 20.2.79 NMAC.

B. Contents of Notice: Notices of intent shall be filed on forms furnished by the Department, which
shall be identical to the extent practicable, as those used for 20.2.72 NMAC (Construction Permits) and shall
include:

(1) The applicant's name and address, the person to contact regarding the application, and the name
and address of the new source or modification.

(2) The date of the application.

(3) A description of the new facility or modification including all operations affecting air emissions.

(4) The anticipated operating schedule.

(5) A map such as a 7.5 minute United States Geological Survey Topographic Quadrangle showing
the location of the stationary source.

(6) The nature and quantities of any regulated air contaminants the new source or modification will
emit, including all calculations utilized to estimate emissions.

(7) A description of any air pollution control device or method to be utilized, including the basis for
the estimated control efficiency.

(8) The stack and exhaust gas parameters for all emission points.

(9)  Any other relevant information as the Department may reasonably require.

(10)  Be signed under oath or affirmation by the operator, the owner, or an authorized representative,
certifying to the best of his or her knowledge the truth of all information submitted.

C. Review of Notice: Within thirty days from the date a notice is received, the Department shall
review its content and by certified letter indicate to the applicant:

(1) The notice is incomplete and indicate specific additional material or clarification required; or

(2) A permit is not required and construction may commence; or

(3) A permitis required before construction may commence. For this case, the Department will
indicate whether the application is complete with respect to the requirements of each applicable permit regulation
and specify additional material or clarification required if it is not complete.

D. Verification: In verifying information submitted in response to the requirements of this Part, the
Department may:

(1) Enter at all reasonable times in or upon any private or public property, except private residences,
which the Department has reasonable cause to believe is or will become a source of air contaminants contributing to
air pollution; and

(2) Require the production of information relating to emissions which cause or contribute to air
pollution, including the sampling of emissions in accordance with methods and at locations and intervals as may be
prescribed by the Department.

E. Notification Requirements:

(1) The owner or operator of a portable stationary source shall notify the Department in writing of the
date and site of any relocation at least fifteen days prior to its occurrence.

(2)  Any owner or operator of a stationary source which will be shut down for a period of one year or
more shall notify the Department in writing of the actual date of shut down within thirty days after the shut down
occurs.

(3) Any new owner or operator of a stationary source shall notify the Department within thirty days
of assuming ownership of his or her name and address.

[11/30/95; 20.20.73.200 NMAC - Rn, 20 NMAC 2.73.200-204 02/18/02]
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20.2.73.201 t0 20.2.73.299 [RESERVED]

20.2.73.300 EMISSION INVENTORY REQUIREMENTS:
A Applicability. The requirements of 20.2.73.300 NMAC apply to the owner or operator of any
stationary source located outside of Bernalillo County which:

(1) has been issued a permit under 20.2.72 NMAC (Construction Permits) during any period of time,
except for toxic air pollutant permits issued under Sections 401 to 499 of 20.2.72 NMAC,;

(2) isrequired to file a Notice of Intent under 20.2.73.200 NMAC; or

(3) emits in excess of 1 ton of lead or 10 tons of total suspended particulate, PM10, PM2.5, sulfur
dioxide, nitrogen oxides, carbon monoxide, or volatile organic compounds in any calendar year including and
subsequent to 1990.

B. Reporting requirements.

(1) Any source which emits, or has the potential to emit, 5 tons per year or more of lead or lead
compounds, or 100 tons per year or more of PM10, PM2.5, sulfur oxides, nitrogen oxides, carbon monoxide, or
volatile organic compounds shall submit an emissions report annually.

(2)  Any source defined as a major source of hazardous air pollutants under 20.2.70 NMAC
(Operating Permits) shall submit an emissions report annually.

(3) Any source which is located in an 0zone nonattainment area and which emits, or has the potential
to emit, 25 tons per year or more of nitrogen oxides or volatile organic compounds shall submit an emissions report
annually.

(4)  Any source which is not required by Paragraph (1), (2), or (3) of Subsection B of this section
(20.2.73.300 NMAC) to submit an emission report shall submit an emissions report under this Part upon request by
the Department, but no more frequently than annually.

(5) Except as provided in Paragraph (8) of Subsection B of this section (20.2.73.300 NMAC), the
Department shall provide to the owner or operator required by this section (20.2.73.300 NMAC) to submit an
emissions report a complete copy of the most current emissions report for their stationary source which is on file
with the Department. The Department shall provide this copy to the owner or operator at least 90 days prior to the
date when the source is required to submit an emissions report.

(6) The owner or operator shall submit to the Department a complete, correct and current emissions
report in the format specified by the Department which reflects emissions during the previous calendar year.

(7)  Except as provided in Paragraph (8) of Subsection B of this section (20.2.73.300 NMAC) the
owner or operator shall submit the emission report by April 1 of each year in which the source is required to submit
an emission report.

(8) Sources for which a date for submitting an annual emission report is specified in a current
operating permit issued under 20.2.70 NMAC (Operating Permits) shall submit such report on that date. The
Department shall provide a copy of the previous emissions report upon request by the owner or operator of such
source;

#emmesweeeksemee%e

C. Content of emissions reports. Emissions report contents shall include:

(1) the name, address, and physical location of the stationary source;

(2) the name and telephone number of the person to contact regarding the emissions report;

(3) acertification signed by the owner, or operator, or a responsible official as defined in 20.2.70
NMAC attesting that the statements and information contained in the emissions report are true and accurate to the
best knowledge and belief of the certifying official, and including the full name, title, signature, date of signature,
and telephone number of the certifying official; for sources subject to 20.2.70 NMAC, the certification shall be
made as required under that part;
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(4) smelters shall submit an annual report of sulfur input, in tons/year;
(5) for each emission point, as required by the Department:

(a) stack and exhaust gas parameters and location information, - [ Deleted: ;

(b) type of control equipment and estimated control efficiency;
(c) schedule of operation;

(d) estimated actual emissions jn tons per year, including fugitive emissions and emissions - {Formatted; No underline

occurring during maintenance, start-ups, shutdowns, upsets, and downtime of:
(i) total suspended particulate, PM10, PM2.5, ammonia, sulfur oxides, nitrogen oxides,
carbon monoxide, volatile organic compounds, and lead, and,

(if)  if requested by the Department, speciated hazardous air pollutants;

[ Deleted: intons-peryearand

[iii) _ |f requested by the Depa}rtment, greenhouse gases, _ i ] «\\\\\ ~ {Formatted: Font color- Red
— [(#) adescription of the methods utilized to make such estimates of emissions, including NN
calculations; XA  Deteted:
- i \
— .f&)(f) theannual process or fuel combustion rates;gnd .~~~ Y | Deleted: ;
A VN
anFbB . 66%% _ _the fuel type, the fuel heat, sulfur, and ash content, and, if requested by t,h,ePSEaIWSHUDEB@L,ﬂ N N {Formmed: Indent: Left: 72 pt,
Ao o _______ VW0 | First line: 27.75 pt
(6) all information required under the Federal Act. ATRNRY -
D Additi . . . i \\\{Formatted: No underline
. itional content for emissions reports from sources in 0zone nonattainment areas. N

. . . . . . L\ R
Emissions reports from sources located in ozone nonattainment areas shall include, in addition to the contents ! \{ Formatted: No underline

specified by Subsection C of this section (20.2.73.300 NMAC), the following information: [ Deleted:

(1) typical daily process rate during the peak ozone season, where the peak ozone season is specified

by the Department; and {Formatted: No underline
! \

(2) estimated actual emissions of nitrogen oxides and volatile organic compounds, which shall be (Formatted: No underline

reported: ' Deleted:

(a) for each emissions point; W

(b) for each process and fuel type contributing to emissions from each point; | Deleted:

Deleted:

\
(c) inunits of tons per year for annual emissions; and t (

\

\
(d) in units of pounds per day for a typical day during the peak ozone season. \

\
E. Waiver of reporting requirements for insignificant emissions. The Department may waive the -
Formatted: No underline

[ Formatted: Font color: Light Orange

o A 0 0 G A )

requirements of Paragraph (5) of Subsection C of this section (20.2.73.300 NMAC) for emissions which the
Department determines to be insignificant under 20.2.70 NMAC, except that:
(1) for sources in nonattainment areas, reporting of emissions of pollutants for which the area is
nonattainment shall not be waived; and
(2) reporting of emissions for which reporting is required under the Federal Act shall not be waived.
F. Emission tracking requirements for sulfur dioxide emission inventories. All stationary sources
with actual emissions of one hundred (100) tons per year or more of sulfur dioxide in the year 2000, or in any
subsequent year, shall submit an annual inventory of sulfur dioxide emissions, beginning with the 2003 emission
inventory. A source that meets these criteria that then emits less than 100 tons per year in a later year shall submit a
sulfur dioxide inventory for tracking compliance with the regional sulfur dioxide milestones until the western
backstop sulfur dioxide trading program has been fully implemented and emission tracking has occurred under
20.2.81.106 NMAC.
(1) Al WEB sources will be subject to the following federally enforceable provisions:
(a) submit an annual inventory of sulfur dioxide emissions;
(b) document the emissions monitoring/estimation methodology used, and demonstrate that the
selected methodology is acceptable under the inventory program;
(c) include emissions from start up, shut down, and upset conditions in the annual total
inventory;
(d) use 40 CFR Part 75 methodology for reporting emissions for all sources subject to the
federal acid rain program;
(e) maintain all records used in the calculation of the emissions, including but not limited to the
following:
(i) amount of fuel consumed,;
(ii)  percent sulfur content of fuel and how the content was determined,
(iii)  quantity of product monitoring data;
(iv)  emissions monitoring data;
(v) operating data; and
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(vi)  how the emissions are calculated;

(f)  maintain records of any physical changes to facility operations or equipment, or any other
changes that may affect the emissions projections; and

(g) retain records for a minimum of ten years from the date of establishment, or if the record
was the basis for an adjustment to the milestone, five years after the date of an implementation plan revision,
whichever is longer.

(2) The state shall retain emission inventory records for non-utilities for 1996 and 1998 until the year

2018 to ensure that changes in emissions monitoring techniques can be tracked.
[11/30/95, 10/01/97; 2.20.73.300 NMAC - Rn, 20 NMAC 2.73.300 - 304 02/18/02; A, 12/31/03; A, 12/31/04; A,
01/01/08]

(delete all new additions to Part 300 by the AQB and add them here instead)
20.2.73.400 GREENHOUSE GAS EMISSION INVENTORY REQUIREMENTS:
A. Applicability. The requirements of 20.2.73.400 NMAC apply to the owner or operator of any
stationary source located outside of Bernalillo County:

(1) thatis NOT subject to reporting under 20.2.87 NMAC and

(2) that is subject to a permit under 20.2.72 NMAC (Construction Permits).

(3) Owners or operators that have registered their greenhouse gas emissions in accordance with
the procedures of the “The Climate Registry” for the greenhouse gas emissions reporting year
shall not be subject to this Part for that reporting year if:

(a) the greenhouse gas emissions reported for each reporting year include the
emissions that would be reported for that owner or operator for that year under this
Part; and
(b) the department has access to the emissions information that would be provided by
that owner or operator under this Part.
B. Reporting reguirements.

(1) At the request of the Department made before [date], the owner or operator shall submit a
report of GHG emissions for the following calendar year. The GHG emission report shall be
submitted by August 1 for the previous calendar year.

(2) _Indetermining the schedule and requirements of such reports, the Department shall provide
an opportunity for public comment, and shall consider:

(@) public comments regarding the schedule of such reports.

(3) The emissions quantification standards accepted as protocol by the California Climate Action
Registry (CCAR) and/or “The Climate Registry”.

C. Content of emissions reports. Emissions report shall include:

(1) the name and telephone number of the person to contact regarding the GHG emissions report;

(2) acertification signed by the owner, or operator, or person responsible for GHG reporting
attesting that the statements and information contained in the GHG emissions report are true
and accurate to the best knowledge and belief of the certifying official, and including the full
name, title, signature, date of signature, and telephone number of the certifying official;

(3) emissions in tonnes per year of each GHG by facility, estimated in accordance with the

protocol;;
D. Recordkeeping Requirements. All reporting entities shall keep records in support of the report for a

minimum of 5 years.
E. Waiver of reporting requirements for insignificant emissions. The reporting of insignificant
emissions, as determined by the protocol, is waived.

HISTORY OF 20.2.73 NMAC:

Pre-NMAC History: The material in this Part was derived from that previously filed with the commission of
public records - state records center and archives.

EIB/AQCR 703.1, Air Quality Control Regulation 703.1 - Notice of Intent and Emissions Inventory Requirements,
5/29/90.

History of Repealed Material: [RESERVED]
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Other History:

EIB/AQCR 703.1, Air Quality Control Regulation 703.1 - Notice of Intent and Emissions Inventory Requirements,
filed 5/29/90, was renumbered into first version of the New Mexico Administrative Code as 20 NMAC 2.73,
Notice of Intent and Emissions Inventory Requirements, filed 10/30/95.

20 NMAC 2.73, Notice of Intent and Emissions Inventory Requirements, filed 10/30/95, was renumbered,
reformatted, amended and replaced by 20.2.73 NMAC, Notice of Intent and Emissions Inventory Requirements,
effective 02/18/02.

20.2.73 NMAC May 30, 2007 DRAFT — FOR DISCUSSIONS PURPOSES ONLY
6-13 NMOGA Comments





FOR DISCUSSION PURPOSES ONLY - DRAFT
6-13 NMOGA Comments

DRAFT -

|
w‘[ Formatted: Font: Not Bold

TITLE 20 ENVIRONMENTAL PROTECTION
CHAPTER 2 AIR QUALITY (STATEWIDE)
PART 87 GREENHOUSE GAS EMISSIONS REPORTING
ol
20.2.87.1 ISSUING AGENCY: Environmental Improvement Board. | ;,"‘

[20.2.87.1 NMAC - N, 01/01/08] X

20.2.87.2 SCOPE: All persons who own or operate an applicable source of greenhouse gas emissions in the
geographic areas within the jurisdiction of the Environmental Improvement Board. ‘

[20.2.87.2 NMAC - N, 01/01/08] i !
1l

20.2.87.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1- 1| change [which assessment?].
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically Sections 74-2- | ‘s;j 'n[ | - ]
5(B)(1) & 74-2-(5)(C)(5)(d) & (e). [y pDeteted: C

[l

[20.2.873. NMAC - N, 01/01/08]

20.2.87.4 DURATION: Permanent. i
[20.2.87.4 NMAC - N, 01/01/08] !
20.2.87.5 EFFECTIVE DATE: January 1, 2008 except where a later date is cited at the end of a section or
paragraph.
[20.2.87.5 NMAC - N, 01/01/08]
lu
20.2.87.6 OBJECTIVE: The objective of this Part is to establish requirements for the reporting of GHG,to ! “‘* I
the Department for the purpose of developing an improved GHG inventory. l
[20.2.87.6 NMAC - N, 01/01/08]
| 20.2.87.7 DEFINITIONS:
| apply to terms used in this Part.
As “carbon dioxide equivalent” means quantity of a given greenhouse gas multiplied by its total
global warming potential
B .

/

subpart,

required to be collected under this Part.
“indirect emissions” means emissions associated with direct import of heat/steam and/or

electricity that are a consequence of the operations under the operational control of the reporting entity, but which

occur at sources owned or controlled by another reporting entity.
“metric ton” or “metric tonne”” means 2204.62 pounds

;‘operational control” means having the authority or contractual authority to introduceand
implement operating and environmental, health, and safety (EHS) policies at the facility or venture.

K. “reporting entity’”” means the organization responsible for the total facilities, operations, and
ventures within predetermined boundaries that a company is reporting under 20NMAC 2.87.

L. “Protocol” means any protocol accepted by the Californian Climate Action Registry (CCAR)
and/or “The Climate Registry”

~
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[20.2.87.7 NMAC - N, 01/01/08]
20.2.87.8 SEVERABILITY. If any provision of this Part, or the application of such provision to any

person or circumstance, is held invalid, the remainder of this Part, or the application of such provision to persons or
circumstances other than those as to which it is held invalid, shall not be affected thereby.

[20.2.87.8 NMAC - N, 01/01/08]

[Formatted: Font color: Blue
!

[ Deleted:

gases

1
20.2.87.9 CONSTRUCTION. This Part shall be liberally construed to carry out its purpose. 0
[20.2.87.9 NMAC - N, 01/01/08]

/"‘;“[ Deleted:

Any owner or operator

: Any owner or operator

20.2.87.10 SAVINGS CLAUSE. Repeal or supersessien suppression of prior versions of this Part shall not

: Any owner or operator

affect any administrative or judicial action initiated under those prior versions.
[20.2.87.10 NMAC - N, 01/01/08]

: Owners or operators

: greenhouse gas emissions

20.2.87.11 COMPLIANCE WITH OTHER REGULATIONS. Compliance with this Part does not relieve
a person from the responsibility to comply with any other applicable federal, state, or local regulations.

: [the voluntary program of the
multi-state registry]. Owners or operators

[20.2.87.11 NMAC - N, 01/01/08]

20.2.87.12 t0 20.2.87.199 [RESERVED]
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20.2.87.200  APPLICABILITY, !
A The following entities shall report greenhouse gas emissions, under this Part, with 2008 as the first '\ Deleted
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(1) An entity with operational control, of a facility at which the sum of the nameplate capacity of all
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B An entity who i, gntit \{Vho i V‘ECLUH@dJQ [ePQTIH'ldEUDLSf’érE may @9@?[@9‘ t,hirg-pa,_rgv,\f,eﬂgy,the,ir, o Deleted: .
greenhouse gas emissions with “The Climate Registry”. Entities that have registered and verified their greenhouse
””””””””””””””” Deleted: Owners or operators

with this Part for that reporting year if: Deleted

: owner or operator

(
,,,,,,,,,,,,,,,,,,,,,, ‘ ' "“[
I

(1) The greenhouse gas emissions reported for each reporting year include, the emissions that would /i |/ [ peleted: at a minimum all
be reported for that entity, for that year under this Part;and / :
(2) The,department has access tqthe emissions information that would be provided by that entity, | /| Deteted: from
under this Part. ' Deleted: facility.
C. Entities that are not required to report greenhouse gas emissions under this Part may do so /111 Deleted: owner or operator
voluntarily to The Climate Registry, 1oyl - —
D.  Enttiesthat ae required o report greenfiouse gas emissions under this Part may volungarily |/, Deleted: atthe fciy

include additional emissions that are not required under this Part.

{ Deleted:

owner or operator

[20.2.87.200 NMAC - N, 01/01/08]

{ Deleted: ata minimum:
202.87.201  GREENHOUSE GAS EMISSIONS REPORTING REQUIREMENTS f//{ Deleted: all direct
A. Requirements for the first reporting year. The entity,shall report direct emissions, under ’ ///[ Deleted: from the facility.

owner or operator

operational control, of carbon dioxide as per the Protocol, The entity, is not required to include emissions from gl {Demed;
mobile sources, / &’////,,/{ Detotod:
B. Requirements for the second and subsequent reporting years. The entity,shall report, 1, AEEEE

at the facility

24
) Deleted:
/7 /

indirect

L, //// { Deleted:

at the facility.

(2) Indirect,greenhouse gas emissions from all electricity, steam, and heat purchased and consumed, .~

**************************************************** - /// ~ {Deleted:

the reporting entity does not emit, the entity may make a one time demonstration of no emissions of GHG’s with the ~~_~ { Deleted

emissions

o G 0 A A 0 0 0 0 0 A 0 JC A U

first reporting submittal,, " Deleted

:, provided that the third party

verifier has verified that the de minimis

+ o | emissions meet the definition
\

\\:{ Deleted:

this Part.

20.2.87.202 GREENHOUSE GAS EMISSIONS REPORTING PROCEDURES

{ Deleted:

1
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A Entities, that meet the applicability requirements in section 20.2.87.200 NMAC shall submit annual - { Deleted: Owners or operators )
greenhouse gas emissions reports under this Part. Greenhouse gas emissionJeports shall apply to a calendar year. { Deleted: emissions ]
B. Reporting shall be conducted using the greenhouse gas emissions Protocol as defined in this Part, .
Such Protocolsghall: T { Deleted: reporting tool and procedures }
2 - . . N provided by the department.
(1) Bemade available by the Department to the public for review and comment at least sixty days =~
prior to the beginning of a greenhouse gas emission reporting year. Department notifications of the availability of {Deleted: tool and procedures ]
the Protocol,and procedures for review may be made electronically or in writing; | Deleted: be )
(2) Be,consistent with generally accepted Protocols, for estimation of greenhouse gas emissions;, RS { Deleted: ool ]
(3)__Include provisionsto:, N :
v (a) _ report the name and address of the reporting entity; R { Deleted: be ]
(b) report the name and telephone number of the person to contact regarding the GHG L \\\ {Demed: protocols J
emissions report; ot ) -
(c) identify the geographical boundaries of the report; \ \\{Formauecj' Font color: Light Orangej
C. All emissions reporting under this Part shall be verified according to the Protocol. ', | Deleted: include recommended
D. Reporting entities shall submit unverified and verified reports, as required under this Part, as per, " Z‘H‘i}:;gigi;;ﬁf';iﬁ'g:q;’r‘:tg;g”;‘:(’)‘é:sgef
the Protocol schedule, \ 1| for which emissions calculations are

required, and the supporting data that is
required for use of such methods;

Deleted: (4) include
alternate methods for estimation of

. | greenhouse gases, where such alternate
| | methods are available; 1

| (5) - include provisions to report:{

A
R
| 'y \( Deleted: owner or operator; J

LI
\ 1\ | Deleted: for emissions from facilities
\ \\ ' | within the jurisdiction of

N

'\ | Deleted: Environmental Improvement
.\ | Board, the county in which the facilities

\!| are located;

(!

\{ Formatted: Font color: Auto ]
Deleted: (d) for

emissions from facilities located on
Tribal Lands, if reported, the Tribe or
Pueblo; 1

(e) for emissions
from facilities located in another state or
territory of the United States, if reported,
the state or territory; 1

(f)  for emissions
from facilities located in another country,
if reported, the country;

(9) fuel use,
including amounts and specifications of
each fuel type, directly related to reported
emissions;

(h)  the means to
document methods utilized to make
emissions calculations, if different from
the methods incorporated into the tool;1

(i) calculations for
emissions of each reported greenhouse
gas and the means to sum all reported
greenhouse gases, in units of tons of
carbon dioxide equivalent, including
emissions occurring during regular
operation, maintenance, start-ups,
shutdowns, upsets, and malfunctions; {

(i) adescription of de
minimis emissions not reported; and{

(k) alisting,
including percentages, of the owners of
equity shares of the emissions repm
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Page 1: [1] Deleted jenniferk 6/11/2007 1:56:00 PM
J. “hydrofluorocarbons” means gases containing hydrogen, carbon, and fluorine and for which
global warming potential values have been established under the united nations framework convention on
climate change.

K
Page 1: [2] Deleted jenniferk 6/11/2007 1:56:00 PM
L. “methane” means the compound with a molecular formula of one carbon atom and four
hydrogen atoms.
M
Page 1: [3] Deleted jenniferk 6/11/2007 1:56:00 PM
N. “nitrous oxide” means the compound with a molecular formula of two nitrogen atoms
and one oxygen atom.
0.
Page 1: [4] Deleted jenniferk 6/11/2007 1:56:00 PM
P. “perfluorocarbons” means gases containing carbon and fluorine and for which global
warming potential values have been established under the united nations framework convention on climate
change.
Q. “sulfur hexafluoride” means the compound with a molecular formula of one carbon

atom and six fluorine atoms.
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(d) for emissions from facilities located on Tribal Lands, if reported, the Tribe or
Pueblo;

(e) for emissions from facilities located in another state or territory of the United
States, if reported, the state or territory;

(f) for emissions from facilities located in another country, if reported, the country;

(g) fuel use, including amounts and specifications of each fuel type, directly related to
reported emissions;

(h) the means to document methods utilized to make emissions calculations, if
different from the methods incorporated into the tool;

(i) calculations for emissions of each reported greenhouse gas and the means to sum all
reported greenhouse gases, in units of tons of carbon dioxide equivalent, including emissions occurring
during regular operation, maintenance, start-ups, shutdowns, upsets, and malfunctions;

(j) adescription of de minimis emissions not reported; and

(k) alisting, including percentages, of the owners of equity shares of the emissions
reported.

C. All emissions reporting under this Part shall be verified according to the certification
protocol approved by the department. The verification shall be conducted by a third party certifier that has
met the department’s approval with regards to:

(1) technical expertise regarding the reporting and verification of greenhouse gas emissions;
and

(2) the absence of potential for conflict of interest with regards to providing third party
verification for the reporting owner or operator.

D. Reporting owners or operators shall submit unverified reports required under this Part by
July 1 [?] of the year following the greenhouse gas emissions reporting year and verified reports required
under this Part by July 1 [?] of the second year following the greenhouse gas reporting year.
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Fax 505 241-2305

WWW.pNm.com

A personal commitment
to New Mexico

June 4, 2007

Ms. Lany Weaver

New Mexico Environment Department
Air Quality Bureau

2048 Gaiisteo Street

Santa Fe, NM 87505

Subject: Comments on Draft Regulation 20.2.87 and Proposed Changes to
Regulation 20.2.73

Dear Ms. Weaver:

The Public Service Company of New Mexico (PNM) submits the following
comments for your consideration regarding the proposed changes to regulation
20.2.73 Notice of Intent and Emissions Inventory Requirements and the draft
regulation 20.2.87 Greenhouse Gas Emissions Reporting.

Comments on 20.2.73

1. 20.2.73.7 G. — PNM recommends that the second sentence of this
definition be changed to specifically state the greenhouse gases. The
greenhouse gases are: carbon dioxide, methane, nitrous oxide,
hydrofluorocarbons, perfluorocarbons, and sulfur hexafluoride.

Comments on 20.2.87

1. The stated objective of this regulation is considerably different from the
objective that was discussed at the stakeholder meetings . Previously, the
objective was to improve the state’s ghg emissions inventory, but now the
objective is to establish requirements for the reporting of third-party
verified ghg emissions. PNM’s question is why does the state need third-
party verified ghg emissions from the facilities specified in the draft rule?
Third party verification of ghg emissions is understandable if a company is
reporting emissions and emission reductions in a ghg registry, but 20.2.87
is not a registry. The facilities that are required to report under 20.2.87 are





being burdened with the additional time and money associated with
obtaining a third party verification of their emissions for no meaningful
reason.

For a power plant, the vast majority of greenhouse gases released to the
atmosphere are those from the generating unit’s main stack, and the stack
emissions are predominantly CO,. All of the electrical generating facilities
that will be required to be reported by PNM under 20.2.87 are acid rain
units and report emissions including CO; to the EPA according to 40 CFR
Part 75.

The Air Quality Bureau has indicated their intention to use a modified
version of the California Climate Air Registry’s ghg reporting tool for
20.2.87 reporting. The CCAR “strongly encourages” that facilities that are
required to report emissions in accordance with 40 CFR Part 75 do so for
their registry.

Under the Acid Rain Program, each unit must continuously measure and
record its emissions of S0,, NO,, and CO,, as well as volumetric flow and
opacity. In most cases, a continuous emission monitoring (CEM) system
must be used. There are provisions for initial equipment certification
procedures, periodic quality assurance and quality control procedures,
recordkeeping and reporting, and procedures for filling in missing data
periods. Units report hourly emissions data to EPA on a quarterly basis.
The acid rain data reporting protocol is a rigorous and well-defined and
should be sufficient for verifying the CO, emissions from electric
generating units at facilities subject to the acid rain program.

In summary, neither the stated objective of the draft regulation nor the
regulation clarify why third party verification of ghg emissions is
necessary. The draft regulation is not a ghg registry. Furthermore, the
overwhelming majority of CO, emissions from most electric generating
units (i.e acid rain units) are already subject to a stringent reporting
protocol under 40 CFR Part 75.

. 20.2.87.201.B.(2) — Reporting all indirect ghg emissions from all electricity,
steam, and heat purchased and consumed at a facility is excessive,
burdensome and of questionable value. PNM recommends that the
requirement to report all indirect ghg emissions from all electricity, steam,
and heat purchased and consumed at a facility be deleted. If 20.2.87 was
a ghg registry, the reporting of indirect emissions may be appropriate, but
20.2.87 is not a registry.

Reporting of indirect emissions also raises a potential problem of double
counting emissions.





If the requirement to report the indirect emissions in the second and
subsequent reporting years is retained, only indirect CO; emissions
should be reported as this is all that is required to be reported for direct
emissions.

PNM believes that a more meaningful second phase reporting would
require the reporting of direct emissions of methane, nitrous oxide,
hydrofluorocarbons, perfluorocarbons, and sulfur hexafluoride as well as
CO, instead of the indirect emissions presently in the draft regulation.

3. 20.2.87.202.B(1) — The final greenhouse gas emissions reporting tool
and procedures must be made available at least sixty days prior to the
start of the reporting year to insure that a facility has adequate time to put
into place a process for collecting all necessary data. Therefore, it is
unacceptable to only have a draft of the procedures available sixty days
prior to the beginning of the reporting year. A draft needs to be made
available for comment and review at least 120 days prior to the beginning
of the reporting year. This will allow for review, comment, and revisions to
the draft procedures.

Thank you for the opportunity to comment on the proposed changes to 20.2.73
and on the draft regulation 20.2.87. If you have any questions, please contact
me at (505)-241-2385.

Sincerely,

TameeQ Nones-o
Nancy J. Norem
Principal Engineer





ENERGY TRANSFER PARTNERS
Transwestern Pipeline Company

June 8, 2007

Mary Uhl

Chief, Air Quality Bureau

New Mexico Environment Department
2048 Galisteo Street

Santa Fe, NM 87505

RE: Comments on Proposed Greenhouse Gas Reporting Regulations
Dear Ms. Uhl:

This letter presents for your consideration Transwestern Pipeline Company’s (TWP) comments on the
New Mexico Environment Department’s (NMED) proposed changes to the emission inventory regulation
at 20.2.73 NMAC and the new greenhouse gas (GHG) reporting regulation at 20.2.87 NMAC. In addition
to its contribution to the New Mexico economy, TWP emits GHG from compressor stations on its
interstate pipeline that crosses the State of New Mexico and, as a stakeholder in the outcome the NMED’s
proposals, we are providing the Department with our concerns and constructive input to the regulatory
development process.

General Comment on Redundancy

The new paragraph in Part 73, 20.2.73.300.B.(9) NMAC, is similar — but broader — than the Part 87
devoted to GHG emissions reporting. Both proposals grant the NMED authority to collect GHG
emissions data from sources or source categories in New Mexico. Part 87 clearly is more developed but it
would be rendered unnecessary by the expanded inventory authority that would be given the Department
under paragraph 20.2.73.300.B.(9) NMAC. The Department should carefully consider whether two
different regulations with the same underlying intent — but significantly differing scope — are necessary.
We present more detailed comment on our support of Part 87 over Part 73 in the paragraphs below.

Comments on 20.2.73 NMAC — Notice of Intent and Emission Inventory Requirements
1. Emission Inventory Requirements (20.2.73.300.B.(9) NMAC)

Proposed paragraph B.(9) of 20.2.73.300 NMAC is not fully formed as a regulation; rather, it is a
plan for developing a future regulation. More precisely, the paragraph is a statement of intent by the
Department to impose yet-to-be-defined reporting requirements on any source subject to the
Department’s authority, with a commitment to take steps that resemble a rulemaking procedure. The
idea, apparently, is that the Department will flesh out specific schedules and emission quantification
methodologies considering the GHG contribution of individual sources or source types.

5444 Westheimer Road Houston, Texas 77056
P. O. Box 4967 Houston, Texas 77210-4967
1





ENERGY TRANSFER PARTNERS
Transwestern Pipeline Company

A question the Department should consider at this point is, “Why not take time to develop the specific
elements listed in paragraph (9) (via the rulemaking steps outlined in the paragraph) before
proposing it as a regulation change?” The paragraph is a statement of intent to develop specific
timeframes and methodologies. The appropriate course should be to first develop timeframes and
methodologies, then publish them as a proposal and ask for comment on the specific references. As it
is, there is nothing substantive to comment on except that the paragraph grants the Department
authority to require unlimited GHG emissions reporting at its discretion.

Our greatest concern is that the paragraph in its current embryonic form grants the Department open-
ended authority to require any source selected by the Department to prepare and submit GHG
inventories at any time for any reason. The paragraph contains no benchmarks, checks, thresholds,
categories, schedules or other guiding criteria by which the regulated community may understand the
applicability of the rule, gauge the resources needed to comply with its intent, define the limits of the
Department’s authority or defend against unfair or uneven implementation by the Department. This
paragraph also undercuts the measured implementation of GHG reporting proposed in Part 87, which
has been the subject of a significant investment of time and energy by the Department and interested
stakeholders. We request that the Department provide the regulated community with an answer to the
question as to whether the Department intends to charge emission fees for GHG emissions.

Transwestern feels strongly that the NMED should withdraw paragraph (9). If the Department at this
time cannot define more specifically what it will require of GHG-emitting sources, how can the
Department fairly, efficiently and properly wield the authority this version of the rule grants it? The
rule needs to have a clear set of limits and identify specific procedures before authority is granted the
Department to impose the burden to industry associated with preparing GHG emission reports. We
urge the Department to take the time necessary to draft a concrete proposal at a later date (after the
implementation of proposed Part 87), which will better serve the Department, the regulated
community and the citizens of the planet.

Definition of “Greenhouse Gas” (20.2.73.7.G NMAC)

The definition as written does not specify the chemical compounds covered by the term “greenhouse
gas,” but defers to the United Nations Framework Convention on Climate Change. The reader is left
without a reference to a document, page or paragraph that would provide a direct and unambiguous
pathway by which to identify with certainty those compounds with established global warming
potential values. Typically, incorporation by reference in a regulation is sufficiently specific to leave
no doubt as to the target of the reference (e.g., incorporating a federal rule from 40 CFR 63). When
the NMED goes forward with the proposed changes to this Part (which we do not support at this
time), the Department should use a single definition of “greenhouse gas” such as that proposed in Part
87, which lists the six greenhouse gases currently identified as having warming potential.

5444 Westheimer Road Houston, Texas 77056
P. O. Box 4967 Houston, Texas 77210-4967
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Comments on 20.2.87 NMAC — Greenhouse Gas Emissions Reporting

1.

Transwestern Supports the Measured Approach in Part 87

This Part is titled “Greenhouse Gas Emission Reporting,” and requires reporting from three source
categories: electric power generating installations; petrochemical refining facilities; and cement
manufacturing facilities. Transwestern supports NMED’s initial coverage of a small number of source
categories to test the how the reporting and registry process will work and the effect the rule will have
on facilities subject to the rule and on the Department’s resources. Future refinement or expansion of
applicability of the rule may be accomplished based on the lessons learned from the experience with
the three subject source categories.

Additional Comments on Redundancy of Part 73 and Part 87.

As mentioned in the opening to this letter, TWP observes that this entire Part 87 is made redundant by
paragraph B.(9) in 20.2.73.300. Paragraph 20.2.73.300.B.(9) NMAC gives the Department virtually
unlimited authority to require GHG reporting from any source or source category at any time for any
reason, making Part 87 pale, indeed, by comparison. Thus, if the NMED retains 20.2.73.300.B.(9)
NMAC in some form resembling its current scope, then Part 87 is rendered virtually unnecessary
because more data may be collected by the Department from the regulated community under Part 73
than under Part 87, including the three source categories covered by Part 87. It appears to TWP that
the effort spent to develop Part 87 may be wasted unless the Department pauses and integrates its
development of Parts 73 and 87.

Regulate Greenhouse Gas Reporting in One Part of NMAC.

At this time the NMED has proposed two separate regulations that require GHG reporting. One
regulation, Part 20.2.87, was specifically developed to give the Department authority to require
reporting of third party-verified greenhouse gas emissions. The listing of only three source categories
reflects the idea presented by the NMED in Technical Work Group sessions of a phase-in of reporting
requirements over time. Logically, the regulated community, the public and other regulatory agencies
would expect to find New Mexico’s greenhouse gas reporting requirements listed in this Part, which
is the fruit of much stakeholder input over many months.

We do not understand the proposal of GHG reporting requirements in 20.2.73, which treats GHG as a
typical air contaminant and which bypasses the collaborative rulemaking effort expended to develop
Part 87. In our opinion, New Mexico should pursue a single coordinated rulemaking to provide a
single set of requirements in one Part of the NMAC that incorporates all of the Department’s
representations during the Technical Work Groups leading up to the present proposal. The last-minute
proposal of a half-baked paragraph 20.2.73.300.B.(9) NMAC disrupts the consistency of the agency’s
reporting program and undermines the integrity of the multi-party effort to arrive at a rational GHG
reporting rule as embodied in Part 87. Much effort has gone into its development and, clearly, little
has been spent on the production of 20.2.73.300.B.(9) NMAC. Part 87 can — and should — contain all
the GHG emissions reporting requirements for all of the Department’s data needs and we recommend
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that the Department craft the Part in this manner. As stated above, we urge the Department to
postpone work on the new paragraph in Part 73 and to move forward with implementation of Part 87.

Third Party Verification is Unnecessary.

Although TWP has not commented previously on elements of Part 87, third party verification is
atypical in emission inventory programs in the United States and it seems rather extreme and
unnecessary to require third-party verification of GHG emissions estimating. First, the Department
presumably will provide industry (and other interested parties) with generally-accepted GHG
emissions estimating methodologies so that all companies with similar emission units will be able to
use the same procedures and calculations to estimate emissions. Company submittals of GHG
emission calculations will be documented, transparent and can be verified by anyone who has access
to the methodologies in the same way current emission inventory calculations can be verified by the
Department or the public using data included in emission inventory reports. If the emissions
estimating methods will be readily available and relatively straightforward for anyone with a
modicum of experience in air emissions estimating, then all the data needed to verify the accuracy
and completeness of a company’s submittal will be available to the NMED, environmental groups,
other state agencies and the general public. If focused attention is needed in this endeavor, it would
be best spent to ensure the methodologies the Department proposes for industry’s use are technically
sound.

Second, the pollutants listed in Part 73 are required to be reported now because they are known to
have adverse health and welfare effects. Many sources that submit inventory reports are subject to
emission limitations and often employ emission controls to reduce emissions of these pollutants. In
the case of GHG, there are no emission limitations yet promulgated by the State and the role the gases
play in the complex dynamics of planetary climate are not well-understood. There is less scientific
and regulatory background to support increased scrutiny of GHG emission inventories than for
inventories of criteria pollutant emissions.

Third, in our experience no third-party verification is required of criteria pollutant emission inventory
reports that industry currently submits under Part 73. The emissions estimating program under Part 87
appears to be similar in technical scope and difficulty. Industry has the technical knowledge and
experience to understand and apply whatever GHG emission estimating methodologies the
Department will require. Therefore, we believe that the requirement for third-party verification of
GHG emissions inventory reports is excessive and programmatically asymmetrical as long as the
Department does not require an equivalent level of verification for criteria pollutant inventory reports.

Do Not Count Indirect Emissions

At20.2.87.201.B.(2), the proposal requires reporting of indirect emissions for the second and
subsequent reporting years. Transwestern believes that the facility that emits GHG should be the only
entity responsible for reporting its emissions. Producers of electrical power, steam and heat should
report their emissions, not their consumers. Not only does this violate a principle of fairness, it will
result in double-counting of GHG emissions. For example, if a refinery purchased electric power
from an electric power generating station located in New Mexico, the GHG emissions will be
reported twice: once by the generating station and again by the refinery. Considering the GHG
5444 Westheimer Road Houston, Texas 77056
P. O. Box 4967 Houston, Texas 77210-4967
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registry regionally or nationally, the same double-counting will occur. When a New Mexico facility
purchases electricity from a power plant in a neighboring state, GHG will be reported to the NMED
by the New Mexico facility and the power plant will report its GHG emissions to its state agency.
Thus, on a regional scale the GHG emissions will be counted twice. Double counting of GHG
emissions is illogical and undermines the goal to produce a State-wide and regional accurate and
credible count of GHG emissions.

To use an example from our own operations, Transwestern powers a number of compressors with
electric motors. These sites produce no GHG emissions. If we were to try to compute the amount of
CO; that was emitted from the power grid, for example, resulting from the electricity used by the
motors at our compressor stations, the amount of CO, computed would replicate the amount of CO,
emissions estimated by the power plant. We hope that such double-counting, and the concomitant
inflation of total GHG emissions in the inventory, is not the intent of the Department.

To be fair, a facility required to report GHG emissions should only be compelled to report emissions
from units or areas that it owns or has operational control over. This concept of responsibility for
emissions is consistent with the Clean Air Act and regulations EPA has promulgated under its
authority (40 CFR 52, 60, 61 and 63). We request that the Department justify and explain to the
public why it is proposing that facilities estimate and report indirect GHG emissions from facilities
over which they have no operational interest. Otherwise, the Department’s inclusion of indirect
emissions reporting appears to be arbitrary and technically flawed.

We appreciate the opportunity to assist the Department with the development of regulations in its
greenhouse gas reporting program by sharing our views on the two proposed regulations. If you wish to
contact us regarding any of our comments, please call Mr. Sam Duletsky in Houston at 713-989-7987 or
contact him via email at Sam.Duletsky@EnergyTransfer.com.

Sincerely,
Transwestern Pipeline Company

Sam Duletsky
Senior Environmental Engineer

Cec:

Michael Crump, Houston Office
Larry Campbell, Roswell Office
Don Hawkins, Houston Office
Doug Murray, Roswell Office
Jeff Whippo, Albuquerque Office
Envision File
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TRI-STATE GENERATION AND TRANSMISSION ASSOCIATION, INC.
HEADQUARTERS: P.O.BOX 33695  DENVER, COLORADO 80233-0695  303-452-6111

June 13, 2007

Lany Weaver and Brad Musick

New Mexico Environment Department
Air Quality Bureau

2048 Galisteo

Santa Fe, NM 87505

Re: Draft New Mexico Greenhouse Gas Reporting Regulation - May 30, 2007 Version
Dear Ms. Weaver and Mr. Musick:

Tri-State Generation and Transmission Association, Inc. (Tri-State) is a wholesale
electric power supplier owned by the 44 electric cooperatives that it serves. Tri-State generates
and transports electricity to its member systems throughout a 250,000 square-mile service
territory across Colorado, Nebraska, New Mexico, and Wyoming. Tri-State owns and operates
the coal-fired Escalante Generating Station located near Prewitt, NM and four simple cycle dual
fuel (natural gas and diesel) combustion turbines at the Pyramid Generating Station near
Lordsburg, NM. Tri-State also owns and operates approximately 1,000 miles of high voltage
transmission lines and 45 substations to serve our 12 distribution cooperatives located in New
Mexico. Tri-State will be subject to the greenhouse gas reporting regulations that are being
developed by the New Mexico Environment Department (NMED).

Tri-State appreciates the opportunity to participate in your stakeholder process concerning
greenhouse gas reporting. We offer the following comments for your consideration regarding

draft regulatory language that was distributed by NMED on May 30, 2007.

Part 87 Greenhouse Gas Emissions Reporting

1. Part 87 in general, more clarity and consistency of terms used throughout the regulation
are needed. For example, Element 2 of the “Revised Concept for Proposal in Response to
Comments” (Element 2) that was distributed during the stakeholder meeting held May 24,
2007 in Santa Fe implies entity-wide (i.e. corporate level) reporting but the current draft
language still seems to use “facility” throughout the regulation. The term entity is
mentioned in 20.2.87.200.C, but is not defined. The terms “facility” and “source” seem
to be used interchangeably in Parts 87 and 73, but their definitions are different. The
definition for “equity share” found at 20.2.87.7.F refers to economic interest held in an
operation, but operation is not defined in the regulations.

AN EQUAL O, UMNETY / AFFIRMAT [ CRAIG STATION ESCALANTE STATION NUCLA STATION
P.0. BOX 1307 P.O. BOX 577 P.O. BOX 698
A Touchstone Energy’ Cooperative ;%:%N CRAIG, CO 81626-1307 PREWITT, NM 87045 NUCLA, CO 81424-0698
e 970-824-4411 505-876-2271 970-864-7316
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2. Section 7 — Definitions. Tri-State attended a presentation recently regarding the
calculation of carbon dioxide equivalents that seemed to indicate there is still quite a bit
of debate in the scientific community as to the correct methodology for calculating
equivalents. We suggest that the language in this rule remains general to calculate the
equivalent in a pre-approved or acceptable manner rather than tie it down to one method
at this preliminary stage. NMED needs to follow this issue closely in anticipation of

‘reporting for all six greenhouse gases (GHG).

3. Section 200 — Applicability. The proposed regulation seems to require facility level
reporting, but during discussions with NMED representatives held in previous power
plant break out sessions system wide reporting of greenhouse gas emissions, specifically
SFshad been mentioned. We support facility reporting.

4. Section 201 - Greenhouse Gas Emissions Reporting Requirements. Section 201.A. Tri-
State supports the concept presented by NMED in Element 2 of reporting only CO,
emissions for the first three reporting years 2008, 2009, and 2010. Perhaps it would be
helpful to refer to phases with Phase I being CO, reporting only and Phase Il referring to
reporting of all of the GHG.

5. Section 201.B - Additional clarification is needed. Direct reporting of GHG seems to
have been omitted. Element 2 states the remainder of the six Kyoto GHG will be
reported in the fourth year. Tri-State interprets this to mean collection of data on all GHG
in 2011 with the first reporting in 2012. We support this concept as time will be needed
for the regulated community to implement processes and procedures to collect data to
track and inventory the five additional GHG. Additional clarification should be provided
regarding the reporting of indirect emissions of GHG referenced the Section 201.B.(2). It
would seem that if this was consistent with Element 2, first data collection would start in
2011 with first reporting in 2012.

6. Section 202 - Greenhouse Gas Emissions Reporting Procedures. Section 202.A. The
proposed regulation refers to annual reporting of GHGs, but NMED representatives have
stated in previous meetings that annual reporting may not be required.

7. Section 202.B. - The GHG emissions reporting tool and procedures will be extremely
tmportant to the regulated community and the success of this program. Tri-State
continues to be concerned that providing this information only 60 days in advance is not a
sufficient amount of time to allow for comments, interaction, and implementation. Tri-
State requests consideration of having a draft prepared 120 days in advance of the
reporting year. This will be especially critical in the fall of 2010 prior to the initiation of
data collection for the other five GHG in 2011 which will be considerably more
complicated than the phase I CO, data collection.

8. Section 202.C. A certification protocol is mentioned, will this protocol be made available
for public comment? Will the public be allowed to comment on the criteria that will be
used to qualify third party verifiers mentioned in 202.C (1) and (2)?

AN EGUAL QPPORTUNITY / AFFIRMATIVE

A Touchstone Energy’ Cooperative @
o

ACTION EMPLOGYER






any Weaver and Brad Musick
June 13, 2007
Page 3

Part 73 Notice of Intent and Emissions Inventory Requirements

9. It is unclear to Tri-State why regulatory language needs to be added to Part 73? It seems
like the language for Part 87 is very complete and that Part 73 is not necessary.

10. Part 73. Section 300.B. (7) requires reporting by April 1%, Part 87.202.D. requires
reporting by July 1%, Tri-State supports reporting of GHG emissions by July 1** of the

year following the reporting year.

Thank you for this opportunity to provide comments. Please contact Martin Rehm or me at
303-452-6111 if you have questions concerning this letter.

BAW:MAR:td

cc: Mac McLennan
Jerry A. Walker

AN EQUAL OPPORTUNITY / AFFIRMATIVE ACTION EPLOYER

A Touchstone Energy’ Cooperative %

Sincerely,
V

-
/ 7 /)

Barbara A. Walz
Vice President Environmental






w WASTE MANAGEMENT
o Public Affairs

WASTE MIANAGEMENT 915 L Street, Suite 1430
Sacramento, CA 95814
916/552-5859
916/448-2470Fax

June 11, 2007

Brad Musick

Air Quality Bureau

New Mexico Environmental Department
2048 Galisteo Street

Santa Fe, New Mexico 87505

Via Email: brad.musick@state.nm.us

Subject: Proposed Greenhouse Gas Reporting Regulat  ions
Dear Mr. Musick:

Waste Management (WM) appreciates the opportunity to geowiput to the New Mexico
Environmental Department (NMED) regarding the proposecti@@use Gas (GHG) Reporting
Regulations. We understand that you are requesting conprientto June 1% that will be
submitted to the New Mexico Environmental Improventmard (NMEIB) by June 18

WM supports the underlying goals of the program to both uneagreenhouse gas (GHG)
emissions and to provide a basis for future GHG reduefionts by New Mexico in concert with
the Western Regional Climate Action Initiative anchest emerging regional, national and
international programs. We commend the hard work araticitg of your staff in developing the
proposed regulations.

As the nation’s largest provider of solid waste andaigwy services and a leader in waste-based
renewable energy production, Waste Management is a mségieholder in public policy
development addressing climate change. WM was the dimstronmental services sector
company to join the California Climate Action Regystand is also a founding member of the
Chicago Climate Exchange (CCX), the nation’s firstumtary industry market for trading of
GHG reduction credits. We have committed to making a 6&uation from our baseline
emissions by 2010. In exchange, we have participated &lagénvg and implementing methods
for inventorying, documenting and verifying GHG emissi@ml reductions, so that we can
present credible, understandable and verified informatiothe public and to buyers of our
emission reduction credits.

Based on our experience as a GHG offsets developer addrtrwe wish to offer some
suggestions for further modification of your proposed rules.





Differentiating Between “Anthropogenic” and “Biogenic” Emissions

The regulations should distinguish, or provide reporters thighopportunity to distinguish, the
difference between anthropogenic and biogenic sourcemisbions. For example, a Waste-to-
Energy power generating facility may derive a portiont®fpower and subsequent emissions
from the combustion of fossil fuel derived materialgy(eplastics, man-made synthetics, etc.).
However, a larger portion of the energy and emissiomslerived from the biogenic components
of waste stream (yard trimmings, food wastes, paperesastc.) that are widely considered by
most GHG protocols to be biogenic in nature. Thaths,energy and emissions are produced by
the conversion of renewable materials that are gfatthe natural carbon cycle. All national and
international protocols that we are familiar wittcagnize the considerable difference between
anthropogenic and biogenic GHG emissions. While aptigenic emissions are to be
discouraged and reduced, biogenic sources of energy arehcdgraged and expanded.

Recognizing GHG Reduction “Sinks” and “Offsets” as well as Emissions

Waste Management believes that recognizing opporturitieseducing and offsetting GHG
emissions are key to making a GHG reporting program a ssicdgot only do human activities
result in “anthropogenic” sources of GHG emissions,nhay also result in anthropogenic “sinks”
that reduce GHG emissions. An example of this isacadequestration in modern state-of-the-
art landfills. Not only do such landfills have the puia to emit GHG emissions (principally
methane from the anaerobic decomposition of organitemabut also the act of storing organic
waste in an anaerobic landfill environment can raawignificant organic matter sequestration or
reduction in CO2 emissions compared to what would otheradase occurred.

Both the Intergovernmental Panel on Climate Chang&@) and the U.S. Environmental
Protection Agency (EPA) recognize and account for cademuestration of biogenic materials in
landfills. For example, EPA as part of its annualarvati reporting of GHG emissions to the
United Nations (Inventory of U.S Greenhouse Gas Bomssand Sinks) includes a calculation of
the negative net emissions associated with landgfifiirest products, yard trimmings and food
wastes. Opportunities should be provided for reporting GG emission “sinks” as well as

“sources”.

In addition, opportunities should be provided for reportingtiestto report on GHG reduction
offset projects that they have implemented or to wthely have acquired the rights. Of course,
such offset reductions must be real, additional, indepegdenifiable, permanent, enforceable,
and transparent as those terms are defined and used IopieyeGHG reporting protocols.
Towards this end, we request that the proposed regulationsfar the reporting of offsets to
the extent they are reported in accordance with prég@pproved by NMED. Within the waste
management sector, if we are ever required to reportiope that NMED would provide the
opportunity for reporting and potentially crediting offsétsm use of biomass, waste-to-energy,
conversion of heavy-duty trucks to alternative fuels,afdandfill gas to produce energy or fuels
that replace fossil fuel, and recycling.

Notwithstanding any potential requirement to do so, WM expects to report its entity-wide GHG
emission sources, sinks and offsets within the State of New Mexico in the very near future.





Proposed Rules and WM Recommendations

We understand that you will be submitting two sets of egguls for consideration by the
NMEIB:

* New PART 87 -- GREENHOUSE GAS EMISSIONS REPORTING] an

* Revisions to existing PART 73 -- NOTICE OF INTENT ANEMISSIONS
INVENTORY REQUIREMENTS.

PART 87 -- GREENHOUSE GAS EMISSIONS REPORTING
Proposed New Part 87 currently deals only with GHG rempftom:

» Electrical generating units greater than 25 MW,
» Petrochemical refining facilities, and
» Cement manufacturing facilities.

Thus, Part 87 does not appear to affect Waste Managemantst operations in New Mexico
— which is supported by clear evidence that waste managdaadities emit very low levels of
GHGs and emissions from waste management operatigasban reduced significantly over the
past few decades due to improved waste management praictibeding better landfill design,
increased recycling and enhanced recovery of energyviiaste.

However, as a matter of principle, we wish to comntbatfossi| fuel based electrical generating
facilities should be the primary object of concern asksid by the proposed regulations — and
more broadly -- that anthropogenic GHG emissions shaaildearly differentiated from biogenic
or renewable emission sources. To make this disiimctve suggest modifying the proposed
regulation as follows to focus only on anthropogenic Gesir

20.2.87.200 APPLICABILITY

A. The following shall reportanthropogenic greenhouse ges emissions
under this Part, with 2008 as the first greenhouse gas i@poryear.

Alternatively, if NMED believes that all sources @issions, both anthropogenic and biogenic
(renewable) sources of emissions should be reportedthieereporting protocol should allow
reporting entities to distinguish between biogenic antirapbgenic sources — as well as offsets.
For example, a 25 MW power plant may use 10% fossil fugl, (ratural gas) and 90% biomass
fuel. The biomass (or biogenic) emissions must losvalll to be differentiated from the fossil fuel
(or anthropogenic) emissions. Further, the portiothefpower generated using the biomass fuel
should be reported as a GHG offset for avoided fossildoessions by an alternative biogenic
source of electrical power. The following modificatould be an acceptable alternative to that
suggested above:





20.2.87.201 GREENHOUSE GASEMISSIONS REPORTING REQUIREMENTS

D. In reporting greenhouse gas emissions, the owner or_operator of the reporting
facility may distinguish _between anthropogenic and biogenic emissions, as well as any
emission offsets, sinks or_credits that may be attributable to the facility through
protocols accepted by the Department.

PART 73 --NOTICE OF INTENT AND EMISSIONS INVENTORY RBUIREMENTS

Amendments to Part 73 are much more broadly worded and welchuthority to NMED to
potentially require GHG emission reports frany source of GHG emissions in the state of NM.
The regulations provide that NMED must allow public comnpgior to requiring a source to file
a GHG emission report under this section.

While these proposed amendments focus on "emissiogg'tthnot appear to recognize "sinks"
or “emission offsets”. This could adversely impacteparting entity that has verified GHG
offsets or emission sinks — as well as emissionsr ekample, solid waste landfills are considered
to be a means of sequestering carbon as well and gegeEdiG emissions. Although landfills
are not currently considered to be a significant soafaemissions warranting reporting at this
time, if ever required to do so, landfil operators wouléshwto report verified carbon
sequestration as well as GHG emissions. SimilallyGGeduction credits may be attributed to
biogenic sources of energy — such as landfill gas to effeF§yTE) projects. A landfill operator
with a LFGTE system would likely wish to report the Ghd@sets attributable to the LFGTE
system to the extent they are verified in accordanteprotocols acceptable to NMED.

For the above reasons, we suggest the following matbfitcato the proposed amendments to
Part 73:

20.2.73.300 EMISSION INVENTORY REQUIREMENTS:
B. Reporting requirements.

@ ...

(b) emissions quantification standards and best practices \eguprar
recommended by federal and state agencies, by greenhosise ga
emissions registries, and by non-governmental bodiegnda
expertise irthe quantification of greenhouse gas emissSsBEour Ces,
sinks and offsets guantification:;

(c) the level of contributioror reduction of greenhouse gases from the
source sink, e£source typesink type or offset; and

(d) the relative contribution of specific greenhouse gaseghé¢ total
greenhouse gas emissiomssinks from the sourcesink, e£source
type sink type or offset.

We look forward to continuing to work with you and yourffsta develop a successful GHG
reporting program for New Mexico that will be viewedrasdel for the rest of the country to





follow. If you have any questions, please feel freedatact me at the letterhead address and
telephone number. My email addressviditel @wm.com

Sincerely,
Original Signed by:

Charles A. White, Director
Regulatory Affairs/West
Waste Management Public Affairs

CC: Jim Norton, Director, Environmental ProtectDmision, jim.norton@state.nm.us
Sandra Ely, NMEDsandra.ely@state.nm.us
Mary Uhl, Director, Air Quality Bureau, NMEDmary.uhl@state.nm.us
Lany Weaver, Air Quality Bureau, NMEany weaver@nmenv.state.nm.us






‘ Western
- Environmental
© % | Law Center

NRDC

THe Eamrs’s Soar Drrossy

June 13, 2007

Mary Uhl

cc: Sandra Ely, Brad Musick, and Lany Weaver
New Mexico Environment Department

1190 St. Francis Drive

Suite N4050

Santa Fe, New Mexico 87505

mary_uhl@nmenv.state.nm.us brad.musick@state.nm.us
sandra.ely(@state.nm.us lany.weaver(@state.nm.us

Re: THE DEPARTMENT’S REVISED DRAFT GHG REPORTING RULES
Dear Mary:

Please accept these comments on behalf of the Natural Resources Defense Council and
Western Environmental Law Center regarding the Department’s revised draft Greenhouse Gas
Reporting Rules (“Draft GHG Reporting Rules™). Overall, we are encouraged by the
Department’s revised conceptual approach to GHG reporting from the oil and gas industry,
although we do have some concerns we hope the Department will consider and address.

1. OVERARCHING RECOMMENDATIONS

The Department’s efforts to craft Global Warming-related rules, policies, and procedures
should all be designed to achieve the GHG emissions reduction targets set forth in Governor
Richardson’s Executive Orders 2005-033 and 2006-69: “2000 levels by the year 2012, 10
percent (10%) below 2000 levels by the year 2020, and 75 percent (75%) below 2000 levels by
the year 2050,” or any future reduction goals or hard caps established as State policy. Thus,
GHG reporting, fundamentally, is about reducing GHG emissions. We therefore provide the
following overarching recommendations:

*= The GHG Reporting Rules should be designed consistent with — if not explicitly inform
and support — broader regional initiatives, such as The Climate Registry (“TCR”) and the
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Western Regional Climate Action Initiative (“WRCAI”). Cross-pollination of data and
knowledge between laws, rules, policies, and procedures will invariably quicken GHG
reduction efforts.

= GHG reporting should, as soon as possible, capture methane emissions given that
methane emissions are a significant contributor of the oil and gas industry’s overall GHG
emissions footprint, and given that methane emissions present excellent opportunities for
proven, cost-effective GHG reductions. As stated in our May 16™ comments, by
prioritizing methane, the Department can best position itself to support the ability of
companies to take early action to reduce GHG emissions and achieve or even surpass
GHG emissions reduction targets.

*  GHG reporting Rules should: (1) capture a significant majority of the actual GHG
emissions (CO2 & CH4) footprint from the oil and gas industry; (2) resolve key data gaps
and uncertainties currently undermining the accuracy and precision of the GHG
Inventory; (3) account for the different emissions footprints resulting from production,
processing, transmission, and distribution; and (4) reflect differences between the State’s
different production regions, principally the San Juan and Permian Basins.

=  GHG reporting should capture not just major sources, but minor sources that contribute
cumulatively significant GHG emissions. Typically, regulatory structures tend to focus
on the low-hanging fruit: large entities that are typically already subjected to regulation.
Yet this predilection tends to exclude the multitude of minor sources that contribute
cumulatively significant levels of pollution that causes widespread harm to the public and
our environment. This is particularly true for GHG emissions from oil and gas field
operations. Ultimately, this leads to the illusion of pollution control, and the consequent
undermining of effective pollution-control efforts. Thus, obtaining data about
individually minor, but collectively significant GHG sources should be a core component
of the Department’s GHG reporting program.

2. PART?73

The Draft GHG Reporting Rules in Part 73 appear to defer the substance of GHG
reporting to a separate implementation-level process. While the Department presumably will
involve the public in this process, it leaves us worried given that Part 73 provides little
substantive guidance and that the outcome of this implementation-level process may not be
subject to approval by the EIB. The Department should therefore explain to the EIB and the
public how it intends to implement Part 73 and expressly seek the EIB’s guidance concerning the
implementation-level process. Insofar as the Department’s May 24™ and 30™ handouts do
provide some clarification, these documents are fact sheets that do not constitute binding
Departmental commitments and therefore do not alleviate our concerns.

Notably, Part 73 does appear to capture a fairly broad range of activity sectors and at

least some of the minor emissions sources from those sectors — not just major emissions sources
such as power plants, refineries, and cement plants that are subject to Part 87. This coverage is
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welcomed, yet we are still in the dark as to whether Part 73 empowers the Department to capture
GHG emissions data about many of the collectively significant GHG emissions sources from oil
and gas operations. We therefore refer the Department to our recommendations in (1), above,
and to our May 16" comments where we discussed the sources of equipment that we believe the
Department should capture — whether as a component of Part 73 or Part 87. As explained in
those comments, and equally relevant here:

The key is not to simply obtain a single, aggregate GHG emissions total for
individual companies or for the oil and gas industry as a whole. Rather, the key is
to understand with as much precision as possible regarding the sources and
magnitude of those emissions. Such a perspective will more readily support the
Department’s parallel-track Oil & Gas Emissions Reduction Study and,
consequently, the prompt deployment of appropriate measures and policies to
reduce GHG emissions. Once deployed, the impact of these measures and policies
can then be more readily tracked over time through the MRP.

WELC & NRDC Comments of May 16, 2007 at 4. Thus, we would ideally like the Department
to quantify as best as it is able the approximate percentage of total sector emissions that would be
captured by the GHG reporting program. But the Department should also assess whether it is
capturing the predominant number of sources of GHG emissions, in particular those sources for
which deployable GHG emission reduction technology exist.

3. PART 87

We approve of the Department’s intent to implement Part 87 consistent with — and in
some instances directly using — reporting tools developed by the California Climate Action
Registry (“CCAR?”), in particular third-party verification. We are nonetheless still confused by
the interplay between Part 87 and Part 73, and the implications of these two separate regulatory
parts, and therefore intend to have further discussions with the Department as this rulemaking
process moves forward. In particular, we are concerned that Part 87 does not require the
Department to address methane in the first reporting year. While we understand that CCAR 1is
not addressing methane in the first reporting year, if New Mexico required methane reporting in
Part 87 in the first reporting year, we do not view this as inconsistent with CCAR. Rather, New
Mexico’s Part 87 reporting would simply move faster than CCAR relative to methane while still
operating consistent with CCAR’s basic reporting framework. In effect, New Mexico should not
hesitate to lead in the development of GHG reporting programs where appropriate, in particular
from methane.

4. WELC & NRDC SUPPORT THE DEPARTMENT’S INTENT TO DEVELOP A
TCR-BASED REPORTING PROTOCOL FOR OIL & GAS EXPLORATION,
PRODUCTION, AND PROCESSING

The Department has represented that it intends to work with the California Climate
Action Registry “to develop a GHG reporting protocol for TCR for oil and gas (O&QG)
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exploration, production, and processing.” NM Mandatory GHG Reporting, Revised Concept for
Proposal in Response to Comments, Element 1 (May 24, 2007) (“May 24™ Revised Concept”).
We strongly support this intent, and, as noted above, emphasize that GHG reduction efforts by
New Mexico should inform and support regional GHG reduction efforts, such as TCR and the
WRCAL In this endeavor, obtaining GHG reductions from the oil and gas industry, as a
significant contributor of GHG emissions in the Rocky Mountain West, is essential, in particular
given the foundational role that the upstream oil and gas industry plays in inducing GHG
emissions throughout our economy.

Nonetheless, we are concerned that the Department has not made any binding
commitments to actually see this process through and therefore encourage the Department to
provide assurances to the public that it will in fact do so. To the extent that these assurances can
be build into Part 73 and Part 87, or, at the least, explained as part of the basis of the
Department’s reporting program during the EIB rulemaking process so that the Department can
obtain guidance and support from the EIB, all the better. We also strongly encourage the
Department to maintain an open line of communication with us as this effort proceeds so that we
may best able leverage our support and expertise.

5. WELC & NRDC SUPPORT DEPARTMENTAL EFFORTS TO OBTAIN
RESOURCES TO MANAGE THE MANDATORY REPORTING PROGRAM
ESTABLISHED PURSUANT TO 20.2.87 NMAC

We support the Department’s intent to obtain “resources to cover the contract(s) with
CCAR and to pay for full-time NMED employees” to “manage the program, including the
contract, and provide technical assistance to reporting entities.” May 24™ Revised Concept,
Element 3. Governmental agencies are typically underfunded and understaffed, sometimes
intentionally, relative to environmental protection and therefore may have a difficult time
achieving their missions in the public interest. Obtaining these resources should help New
Mexico reach its GHG emissions reduction targets.

6. WELC & NRDC ENCOURAGE THE DEPARTMENT TO SEEK LEGISLATION
TO AUTHORIZE FEE COLLECTION FOR EMISSIONS REPORTS

The Department has indicated that it may seek legislative authorization to obtain fees for
emissions reports. May 24™ Revised Concept, Element 3. We encourage the Department to do
s0; companies have a responsibility to support governmental efforts that seek to protect the
broader public interest in environmental protection — protection critical to a healthy, sustainable
economy that benefits our communities.

7. WELC & NRDC STRONGLY ENCOURAGE THE DEPARTMENT TO SEEK
LEGISLATION PROVIDING EARLY ACTION CREDIT FOR ENTITIES THAT
REGISTER WITH THE CLIMATE CHANGE ACTION REGISTRY
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The Department has stated that “New Mexico may consider including” protections for
“emissions credits from early reductions from baselines for companies that register under
CCAR.” May 24™ Revised Concept, Element 3. We strongly encourage the Department to seek
such legislation. Providing companies with the opportunity to obtain early action credit for
emissions reductions is important for two principal reasons.

First, immediate emissions reductions are essential to set the stage for long-term efforts to
combat Global Warming. The sooner reductions are taken, the less intensive and, thus, less
disruptive overall emissions reductions will have to be through time. If we wait too long, we will
eventually be compelled to take sharper action to reduce GHG emissions.

Second, early action credits are an important market-based incentive to quicken the pace
of GHG reductions. Companies that take such early action should be rewarded, both as a matter
of utilizing the power of economic markets, but also as a matter of fairness, both of which are
consistent with the State and public’s interest in reducing GHG emissions. If a regressive
company fails to take early action, this could, if carbon caps are eventually imposed,
disadvantage the progressive company that took early action because the progressive company
has likely already picked the low-hanging fruit (i.e., cost-effective measures) relative to GHG
emissions, while the regressive company has not. Moreover, it could lead to delays in GHG
reduction efforts that are contrary to the State and public’s interest in GHG reductions.

CONCLUSION

Overall, the Draft GHG Reporting Rules constitute an improvement over the State’s first
draft. However, the Rules also implicate a variety of uncertainties that the Department has
represented will be addressed as the Rules are considered during the EIB rulemaking process and
through implementation. WELC and NRDC therefore look forward to working with the
Department and the EIB to ensure that New Mexico’s GHG Reporting program helps achieve the
State’s GHG emissions reduction targets, and we reserve our rights to provide additional
comments and recommendations as the Department’s process moves forward.

Thank you for your consideration.

Sincerely,
Erik Schlenker-Goodrich Tom Singer
Western Environmental Law Center Natural Resources Defense Council
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Attachment C-12
June 18, 2007
General Stakeholder Meeting/Conference Call
1) Agenda

2) Stakeholder Attendees (19)





AGENDA
New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process Meeting/Conference Call
June 18, 2007
Health Policy Commission Conference Room, Santa Fe

1. Review of NMED Proposal (Mary Uhl)
a) Goals of GHG reporting effort
b) Framework for 20.2.87 NMAC to support these goals
c¢) Framework for 20.2.73 NMAC to support these goals

2. Response to specific comments received on May 30 drafts (Mary Uhl, Brad Musick, Lany
Weaver)

3. Other Items (Mary Uhl





STAKEHOLDER ATTENDEES
New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process Meeting/Conference Call
June 18, 2007
Health Policy Commission Conference Room, Santa Fe

Last Name First Name Organization

Bays David Williams Midstream

Behnken Jim JGB Consulting

Chavez Sarah Intel Corporation

Cortez Naomi El Paso Western Pipelines

Dutton Ron Xcel Energy

Holland Suzanne P. Chevron North America EP

Horn Claudette PNM Resources

Lieb Jim Giant Industries, Inc.

Olsyn Kym El Paso Corp.

Rehm Martin Tri-State Generation and Transmission
Rose Louis W. Montgomery & Andrews

Ross Jeff DCP Midstream

Sanchez Vicky Devon Energy

Seligman Deborah NMOGA

Singer Tom Natural Resources Defense Council
Smith Reid British Petroleum

Smith Darren Devon Energy

Tanory Rebecca BP North America Gas SPU, HSSE
White Chuck Waste Management







Attachment C-13

July 23, 2007 and August 3, 2007
Online Demonstrations of California Climate Action Registry Online Reporting Tool
(CARROT)
1) Email Invitation to Demonstrations

2) Stakeholder Registrants (34)

3) NMED Introductory Presentation (August 3 only)





Multiple files are bound together in this PDF Package.

Adobe recommends using Adobe Reader or Adobe Acrobat version 8 or later to work with
documents contained within a PDF Package. By updating to the latest version, you'll enjoy
the following benefits:

- Efficient, integrated PDF viewing
- Easy printing

« Quick searches

Don’t have the latest version of Adobe Reader?

Click here to download the latest version of Adobe Reader

If you already have Adobe Reader 8,
click a file in this PDF Package to view it.




http://www.adobe.com/products/acrobat/readstep2.html



Online Demonstration of California Climate Action Registry Online Reporting Tool
(CARROT)

Stakeholder Registrants

1) July 23, 2007 Demo

First Name  Last Name  Industry Organization
Paul Leonis Government - State & Local | State of New Mexico\PRC
Jordan Radin Energy, Chemical, Utilities Koch Exploration Company
Jennifer Knowlton Energy, Chemical, Utilities Agave Energy Company
victoria sanchez Energy, Chemical, Utilities Devon Energy
Gordon Smith Energy, Chemical, Utilities BP America
Alan Reed Telecommunications Veregister Corporation
Patrick Nelson Consulting Nelson Consulting Services, Inc.
Susan Gregory Consulting Clover Leaf Environmental
Robert Hagevoort Other NMSU
Andrew Frye Consulting TRC
Stephanie Young Government - State & Local CA Integrated Waste Mgmt. Board
Ned Seppi Consulting TRC
Robert McLeroy Other Waste Management, Inc.
Michele Grossman Consulting Tetra Tech EM Inc
2) August 8, 2007 Demo
A Last Name Industry Organization
Name
Craig Bock Energy, Chemical, Utilities El Paso E&P
Daphne Economou Consulting Liaise Environmental, Inc.
Erik Schlenker- Western Environmental Law Center
Goodrich
Daniel Moring Government - State & Local Arizona Dept of Environmental Quality
Martin Schluep Consulting Kleinfelder West, Inc.
Charles White Other Waste Management
Rebecca Tanory Energy, Chemical, Utilities BP America Production Company
Karin Foster Energy, Chemical, Utilities IMng)e(i;Zindent PEITEUD ASSREELED NG
Jim Lieb Energy, Chemical, Utilities Western Refining - Ciniza Refinery
Martin Rehm Energy, Chemical, Utilities Tri-State G & T Assoc. Inc.
Ned Seppi Consulting TRC
Bruce Cauthen Energy, Chemical, Utilities Western Refining - Bloomfield Refinery






Michael Lane Energy, Chemical, Utilities Williams Production

Andrew Frye Consulting TRC

Jennifer Knowlton Energy, Chemical, Utilities Agave Energy Company

Julie Chiaravalli Consulting Trihydro Corporation

Meredith Knauf Consulting Trihydro Corporation

Blake Rhoden Energy, Chemical, Utilities HES

Steve Story Government - Federal Los Alamos National Laboratory
Evan Tullos EPCO, Inc.






Why CARROT Training
for New Mexico
Stakeholders?

Bradl Musick

New:Vexicor Environmenit
DEepartment

Proposed Regulations

¢ 20.2.87 NMAC

— Requires GHG reporting from electrical
generating units, refineries, cement
manufacturing plants

— Reguired reporting willl use reporting tool
based on CARROT, modified for NV rule
requirements

— Optional alternative: Report emissions to
veluntany registiy and make: data available to
NMED:

¢ CCAR - uses CARROI reporting tool

< The Climate Registry— tool being developed,, will
resemblel CARRO;

Proposed Regulations

# This summary dees not include all details
of proposed rules

+ Only intended to explain relevance of
CARROT tool

¢ For details; see our web page:
WWAWW.NIMenV.state.nm.us/agb/ahg/aghgrr_index.html

O)F contact:

Brad Musick

(B05)) 955-8019
pPrad:musick@state:nmeus

Proposed Regulations

¢ 20.2.73 NMAC implementation
— Annual reporting of GHG emissions by Title
sources
— Minor seurce reporting planned for 2009
emissions
— Alternative means of compliance:
+ Direct tol NMED with| criteria air pollutants
+ Report under 20.2.87 NMAC — uses NIV version ofi
CARROT:
+ Report to CCAR (Uses CARROT) or The Climate
Registry (teollikely similar to; CARRGIN)







Attachment C-2
January 11, 2007
Technical Workgroup Stakeholder Meeting
1) Agenda
2) Stakeholder Attendees (41)
3) Presentations

a) California Climate Action Registry Presentation by Robyn Camp, “Introduction to
Voluntary GHG Reporting”

b) NMED Presentation by Brad Musick, “State Mandatory GHG Emissions Reporting:
Goals and Design”





State of New Mexico
ENVIRONMENT DEPARTMENT

R
AIR QUALITY BUREAU A
2048 Galisteo ‘f))

Santa Fe, New Mexico 87505

- RON CURRY
BILL RICHARDSON Telephone (505) 827-1494 OCRETARY
GOVERNOR Fax (505) 827-1523
CINDY PADILLA
DEPUTY SECRETARY
AGENDA

Greenhouse Gases Reporting/Registry
Technical Workgroup Meeting

U.S. Forest Service/Bureau of Land Management Building
1474 Rodeo Road
Santa Fe, New Mexico
January 11, 2007
1:00 pm - 4:15 pm
1:00 — 1:15 Sign in and obtain visitor badge (required by BLM)

1:15 - 1:25 Welcome and Introductions Julia Barnes, Facilitator
New Mexico Environment Department

1:25 — 1:35 Overview of Process and Meeting Sandra Ely, Environment and Energy Policy Coordinator
New Mexico Environment Department

1:35 — 2:45 Introduction to Voluntary GHG Reporting Robyn Camp, Program Director
California Climate Action Registry

2:45 — 2:55 Break

2:55 — 3:55 State Options for Mandatory Reporting Brad Musick, Environmental Analyst
New Mexico Environment Department

3:55 — 4:15 Next Steps Julia Barnes, Facilitator
New Mexico Environment Department

4:15 Adjourn

Next Meeting: March 28, 2007





STAKEHOLDER ATTENDEES (signing in)
New Mexico Environment Department
Greenhouse Gas Reporting/Registry Technical Workgroup Meeting

January 11, 2007

BLM Offices, 1474 Rodeo Rd., Santa Fe

Name
Present? LastName FirstName Organization Name

v Abeyta Cecilia NM Farm and Livestock Bureau

phone | Anderson Heather
v Bays David Williams Midstream
v Behnken Jim JGB Consulting
v Cabrera Victor New Mexico State University
v Crepeau Mike Gordon Environmental, Inc

phone | Cortez Naomi El Paso Western Pipelines

phone | Cudney Sam Environmental Services Inc.
v Darden Tim NM Department of Agriculture
v Dutton Ron Xcel Energy
v Ebinger Michael Los Alamos National Laboratory
v Fernald Don Enterprise Products
v Fisher Ervin El Paso Electric
v Foster Karin Independent Petroleum Association of New Mexico
v Gantner Bruce ConocoPhillips
v Greening Lorna Energy and Environmental Economics
v Hagan Daniel NM Energy Minerals and Natural Resources Dept.
v Harris Dahl NM Public Regulatory Commission
v Hurtle Jackie Los Alamos National Laboratory
v Ihle Jack Xcel Energy
v Knowlton Jennifer Agave Energy Company
v Maurer Kurt Arizona Dept. of Environmental Quality
v Nelson Pat Nelson Consulting
v Nelson Terry Waste Management
v Newman Dennis Occidental Permian






v Norem Nancy PNM
v Potturi Prasad NM Public Regulatory Commission
v Ramanathan Brinda Serafina Technical Consulting
phone | Rhoden Blake Chevron North American Exploration and Production Co.
v Samora Vanessa Occidental Permian
v Sanchez Vicky Devon Energy
v Schluep Martin Kleinfelder
v Shields Elizabeth NM Wool Growers, Inc./NM Cattle Growers Assn.
v Singer Tom Natural Resources Defense Council
v Smith Reid British Petroleum
v Steele Wayland Kinder Morgan
v Stockton Margie Los Alamos National Laboratory
v Tavarez Israel City of Albuquerque
v Whaley Don Navajo Refining
v Winn Lisa XTO Energy
v Yee Jane NM Public Regulation Commission






Introduction to Voluntary
GHG Reporting

January 11, 2007
Robyn Camp
Program Director

Elements of
GHG Accounting

Why Voluntary GHG Accounting?

Understand corporate footprint
Public disclosure of GHG
footprint/liability

Advance GHG accounting standards /
build organizational expertise
Establish baseline

Prepare for emissions trading

Key Terms - Inventories

Entity accounting
= Corporate inventory
EX: ABC Manufacturing
= Annual statement of emissions from all company’s activities

Project accounting
= Specific activity to reduce GHGs (emission reduction
project)
EX: boiler retrofit at 5 manufacturing locations
= Track reductions from the project baseline over time

GHG Protocol — www.ghgprotocol.org

= International standard, provides framework for Corporate
GHG accounting

= Developed by WRI / WBCSD

5

Key Terms - Emissions

Greenhouse gases (GHGs)
= “basket of gases” specified in Kyoto Protocol
CO,, CH,, N,O, HFCs, PFCs, SF,

Global warming potential (GWP) (CO.e)
s I mt CH, = 21 mt CO,equivalent

Anthropogenic / biogenic
= Human activities (combustion of fossil fuels)
= Naturally occurring (decomposing organic matter)

4

1. Define Boundaries

Geographic boundaries
= State / Region / Country / World

Organizational boundaries
= Management control (operator)
= Financial control (owner)
= Equity share






2. Operational Boundaries

Scope 1: Direct Emissions — sources you own or control
= Mobile
= Stationary
= Process
= Fugitive

Scope 2: Indirect Emissions - sources because of your activities,
but from sources owned/controlled by another
= Energy purchased and consumed
Electricity
Steam
Heating
Cooling

Scope 3: Other indirect emissions
= Business Travel / employee commuting
= Product use
= And more

R

4. Determining GHG Emissions f=

Direct Measurement

» Continuous Emissions Monitors

Calculations (tiered levels of accuracy?)

Energy Input x Emission Factor x GWP = CO, equiv.
v 1 8
*Fuel meter «US DOE/EPA IPCC:
*Purchase «JPCC *SAR (1996)
[Ecoids “Other *TAR (2001) .

Other Required Information?

Carbon intensity metrics
= |bs CO,/widget manufactured

Emissions from product use
» e.g., delivered electricity

Emission reduction goals

3. Breadth

GHGs

= CO, only

= CO, and phase-in other GHGs
= 6 GHGs from start

Time
= Calendar Year (January — December)
= Base Year
1990 and onward
= Baseline
Annual
3-year average

De minimis

Purpose: alleviate administrative burden of
accounting for a relatively insignificant
amount of emissions

Estimate (but not calculate) emissions below
threshold

EX: 1car @ 15,000 mpy @ 25 mpg = ~ 6 mt CO,/year
10 cars = ~ 60 mt CO,/year

Setting the threshold

= 3% or 5% of total emissions

= Absolute threshold, e.g. 10,000 mt CO,e
= Assessed at facility or entity

Direct Emissions

2,819,171.00 2 4 800 0 ° .00

L2 31000 ;i ¥ 200 .- o 000

200

oTAL DRECT 4801 482.00 00 =08 .00 LE] o0 B0

st e

All 6 GHGs (Fastman Kodak — US ops)

Direct Emissions C02e c02 cHe NI0 HFCs®  PRCs® SF6  Unit

Mobile Cambustan 30,590.11 30,516.07 0.2 022 0oo 000 0.00  metric ton
Stationary Combustion 1,981,745.67 1,969,795.06 198.35 311 oo 000 .00 metric ton
Process Emissions 53,849.01 46,843.32 1283 o oo o7 0.06 metric ton
Fugitive Emissions 12,495.24 9,270.28 000 000 245 000 0,00 metric ton
ToTaL piRECT 2,078,780.04 2,086,425.52 21141 2534 25 om 0,06 metric ton

* HFCs and PFi hat include

multple KRG and FFS

inclux ol [
compounds, each of which has a unigue Giobal Warming Patental (GWF). Emissions of each gas are first multiplied by ther respective GWP and then summsd in

the fotal CO2-equivaient column,






Ve [Brflasiare Carbon Efficiency Metrics

(Ibs CO,/MWh)

CO,, CH,, N,O (only) Fossil.
= oo o g2 R Deliveries | Generation | Generation
e N . 2 2 Calpine 650 905

Onti L " i PG&E 566 50 1428

ptional emissions may include:

Employee commuting SDG&E 614 --- —

Business travel SCE 679 719 1999

Product use

Product transport SMUD 769 639 982
LADWP 1365 1562 1831
TOTAL OFTIONAL 1,670.02 1,667.24 013 0.00 0.00 0.00 0.00 metric ton PaCificorp ]8] ] 2020 2] 72 \

Certification Overview

What is Certification/Verification?
= Independent review of reported emissions

rd 1
3 Pa l”ty RQVleW Why is it Important?

= Ensures reported emissions adhere to the
reporting requirements and achieve a minimum
quality standard

Who is a Certifier/Verifier?

= Company accredited (by state/NGO) to assess
1 a participant’s reported emissions "

Core Certification Activities Principles of Certification

ldentify Emission Sources Completeness — include all significant sources
Consistency — track emissions using the same

Review Management Systems & methods from year to year

Methodologies Comparability — track emissions using the
same methods as other organizations (a ton is

Verify Emission Estimates a ton is a ton)

Accuracy — meets a minimum quality standard
(<5% margin of error)

Transparency — thorough documentation,
repeatable calculations






Representative GHG Reporting
Programs (Corporate Inventory)

National government
= U.S. EPA Climate Leaders — focus on reduction targets
= U.S. DOE 1605(b) — emission reduction projects

State-level programs
s RGGI - regulate CO2 from electric sector
= California Climate Action Registry — baseline protection
= Connecticut — mandatory reporting

NGO/Private programs

= WRI/WBCSD GHG Protocol - framework

= Eastern Climate Registry — voluntary reporting

= Chicago Climate Exchange — support emissions trading

One Example:
CA Climate Action Registry

Reporting Requirements:

= Reporiing period: )anuary — December

= GHGs. CO, first 3 years, then all 6 Kyoto gases (CO,, CH,,
N,O, HFCs, PFCs, SF;)

= Geographic scope: California, national or international
= Operational boundaries. Control or equity share

= Activity info: Direct stationary, mobile, process and fugitive
emissions; Indirect emissions from electricity, steam purchases

= [Intensity measures. required for electric power, cement
production; voluntary for all reporters

= Public access. Entity-level information published at
www.climateregistry.org

CARROT

Climate Action Registry Reporting Online Tool

REPORT: All inventories reported through CARROT
= Members manage users:
Administrator — all access
User — one or more facilities
Reviewer — read-only access
Certifier — read-only access, submit electronic opinion

CALCULATE: Supports many GHG calculations
= 600 mmBtu natural gas = 20 mt CO,e

CERTIFY:
= Standardizes/lowers certification cost

» Certifiers view all data once authorized by Participant (after
data submitted for certification)

Public Users access certified emission reports =

Comparing Programs

Common Requirements

Calendar year

Goal is 6 GHGs

Track direct emissions
separate from indirect
emissions

Facility-level reporting
Public reporting of at
least entity emissions
Some de minimis
threshold

S

Varying Reguiremen.ts

Geographic scope
Control vs. equity share
Set a base year

Require Scope 2, 3

Other required
information

Reporting Tools

REPORTING STANDARDS
General Reporting Protocol

General Certification
Protocol
Industry-Specific Protocols:
= Cement
= Power/Utility
= Forest Entities and Projects

REPORTING RESOURCES
Members-Only Webpage
CARROT Getting Started
Guide

help@climateregistry.org

CERTIFICATION

RESOURCES
Starting Point:

= Standardized RFP

= Standardized Contract
= Standardized NDA

Bulletin Board —
Reporting Questions &
Answers

CARROT 2007

Sophisticated calculation tools
Bulk data upload & data exchange

Industry-specific reporting requirements
= Power generation, transmission & distribution

= Forest entities and projects

Flexible reports. charts and graphs
Expanded online support & reference

documents

release date: March 19, 2007

| Registry






Costs of Participation

Registry

Annual Membership fee ($400-7500)
Prepare inventory (staff time OR
consultant) (6-8 weeks for mid-size co)
3rd _party verification ($500-50,000)

»  Depends on your preparation & complexity
of inventory

m  Price highest in Year 1; typically drops 50-
60% in subsequent years
= Average for mid-size manufacturer? $5-10K

2

Reporting Rules

First-time Reporters:
= Reporting Deadline: June 30 (Data year + 1)
» Certification Deadline: October 31 (Data year + 1)
EX: 2006 Emissions
Reported by June 31, 2007
Certified by Oct. 31, 2007

Other Reporting Rules:

= Report for each year of participation
» Can report from present back to 1990
= No gaps in reporting

Questions?

Robyn Camp, Program Director

California Climate Action Registry
515 S. Flower Street, Suite 1640
Los Angeles, CA 90071

213.891.1444
info@climateregistry.org

www.climateregistry.org






State Mandatory GHG
Emissions Reporting:
Goals and Design

Brad Musick
INIVIEID,
Janp L15200)7

Potential Goals of Mandatory Reporting
(NM Climate Change Advisory Group)

» Opportunities for public recognition
(including| shareholder reporting)

¢ Public information

+ Allow NMI & stakehelders torinfluence
regionallandnational GHE reporting
pregrams

» Build consistency withrether
programs

Policy Design Recommendations
(NM Climate Change Advisory Group)

+ All 6 Kyoto gases, plus black carbon; if
possible

+ All sectors & sources (subject to
availability oft rgereus guantification
methods)

& Phase in By SECLOrS, as rgoreus protecels
and methoeds becomer availaile

¢ All'seurces) (Combustion), Precess;, VERICIES,
etc.)

9 Commoen-sense deminimisIevel

Potential Goals of Mandatory Reporting
(NM Climate Change Advisory Group)

+ ldentify emissions reduction
opportunities

+ Prepare for and reduce risks
associated wiith) pessible future GHG
mandates

+ Improve periodic state GHG
EmISsSIoNS; INVERLOKY

% Prepare for partcipation in Voluntamn
GG registny

Policy Design Recommendations
(NM Climate Change Advisory Group)

+ “organization-wide emissions: in NM?

¢ Greatest possible granularity
(individuall facility: emissions, rolled up
to organization-wide)

+ Direct emissions; required

+» Phase in indirect emissions fifom
pulichased pewer and heat

9 \/eluntany repeting off otherfindirect

Policy Designi Recommendations
(NM Climate Change Advisory Group)

+ Maximize consistency with other GHG
reporting programs

¢ Verification by self~certification and NMED,
spot checks

+ Allow: project-based reporting), it identified
as suchrandl quantified with egually/
figorous, and consistent: methods

% PUblic transparency, ol reperted EmISsIoNS






Potential Goals of Mandatory Reporting
(Governor’s Initiative)

» Support mandatory market-based
emissions trading| program

+ Collaborative effort withr Califernia
(AB! 82) emissions trading program

¢ CA mandatory reportingel regulaton
In develepment

Mandatory Reporting
Regulation Elements (CA)

¢ Who must report

+ Define the reporting entity,

o Which GHEGs (phase in?)

+ Direct andl indirect emissions; reporting
¢ Due date

¢ ime period covered

¢ Baselineremissions (io)f decreasing cay)
9 Cerication/veriication (Ehird=party?)

CA Mandatory Reporting
Key Questions
+ \What sources included in first round
of reporting?
o \When will first reports be required?
o How will facilities be phased!in?

+ How will indifect: emissions; be
handled

o Howawillsverification e performed?

CA Mandatory Reporting

Regulation

¢ Due Jan. 1, 2008
+ Start with sources with greatest emissions

+ All 6 gases (€02, CH4, N20O, HECs, PECs,
SE6)), possible phase-in

¢ Includes/indirect as well' as, direct
EImIssions

& Annual reporting
+» Reportingl tools andl standardized formats
% Rigerous andl consistent: accounting

% Use' & buildienrstandards;and protocels of
Califieomia Climater Action Registny (CCAR)

CCAR Protocols

General Reporting Protocol:
— Indirect emissions

— Direct stationary combustion
— Direct mobile combustion

— Direct fugitive emissions

Electric power generation, transmission,
distribution:

Cement manufacturing) (Precess EmIssIons)
Eorest carbon stocks & emissions

@)l & Gas production and processing (n
development),

Regional Greenhouse Gas
Initiative (RGGI)

¢ 7 Eastern States emission trading
program

» CO2 emissions

¢ Fossil-fuel fired electricity, generating
units = 25 megawatts

¢ State capsi on COZ2 emissions,
constanit until 2045, then decreasing
2. 5%%0/y/Ea

¥ Pewer plants by and sellfallewances






RGGI: How are other sources
involved?

+ Offsets — power plants can buy credits
from GHG reduction projects

¢ Limited to 3.3% of' emissions

o Examples of ofifset projects
— Natural gas end-use efficiency:
— LLandfill gas recovery:
— Reforestation
— Viethane capture firom farming facilities

% OjiiSets must Berreall suiplus; Veriiahle;
PERManENn; eniorceanle

Other States Mandatory
Reporting

+ Maine
— Eastern Climate Regjstry.

— Stationary sources:
+ Criteria pollutant emissions or allowables greater
than reporting thresholds
+ All electric power transmission and distribution plants
emitting| any: SE6
+ GHG manufacturing facilities emitting any amoeunt: of
GHG
—AllF6rKY/ 0o OASES

— Anpltiell rgdentisle)

Other States Mandatory
Reporting

+ Wisconsin

— Stationary seurces with facility:
emissions = 100,000 tons COZ2/year

— CO2 only,
— Annual repoerting

Other States Mandatory
Reporting

¢ Connecticut
— Eastern Climate Registry,
—Title V' sources
— Direct stack emissions
—Alll 6 Ky/ote) gases
— Annuall reporting

Other States Mandatory
Reporting
New: Jersey

— Eastern Climate Registry,

— Stationary, sources:

¢ | criteria pollutant emissions or PTE exceed
reporting| thresholds

— €02 & methane only:
— Annualfreporting

For more information

US EPA Climate Leaders

WWW. epa.gov/climateleaders

US DOE 1605(b)

Wi eia. dee. aev/eiaf/1605/frntviaa. hitml
Regionall Greenhouse Gas Initiative
VYA defe[ o) fo

California Climate Action; Registry.
WAL Climatereaisti/.org;

Chicagp) Climate Exchange
VWschicaaoechimateExXchancescom
Eastern Climate Registiy/

WL Eastertclimatereaist.ono
WRI/AWBESD GHEG Protecol

W elniel g oitegel e e











Attachment C-3

March 27, 2007
Technical Workgroup Stakeholder Meeting

1) Agenda
2) Stakeholder Attendees (41)
3) Presentation: NMED Presentation, “Greenhouse Gases Emissions Reporting”
4) Handouts
a) Governor’s Executive Order 2006-069, “New Mexico Climate Change Action”

b) NMED Fact Sheet (re legal authority to establish greenhouse gas mandatory reporting
programs)

¢) NMED Air Quality Bureau, “Mandatory GHG Reporting in Other States”

d) Agreement among Governors of New Mexico, Arizona, California, Oregon and
Washington, establishing Western Regional Climate Action Initiative

5) Notes from Oil & Gas Breakout Session

6) Notes from Electrical Generating Unit Breakout Session





BILL RICHARDSON

State of New Mexico
ENVIRONMENT DEPARTMENT
Air Quality Bureau
2048 Galisteo St.

Santa Fe, NM 87505
Phone (505) 827-1494
Fax (505) 827-1543

Governor www.nmenv.state.nm.us
Agenda
Greenhouse Gases Emissions Reporting
March 27, 2007
1:00 - 1:20 Introductions & Review of Agenda

1:20-1:40 Parallel Processes:
e EMNRD OCD Stakeholder process

e Joint EMNRD/NMED stakeholder process re Qil and Gas Report

e CCAG Recommendations for other sectors: see EO

e  Multi-State voluntary GHG Registry Tool

o Five-State agreement regarding GHG cap and trade program

1:40-2:00 Obijectives and Strategies for Voluntary Reporting

2:00 - 2:40 Obijective and Strategies for Mandatory Reporting

2:40 - 2:50 Timeline for progress towards goals

2:50 -3:00 Break

3:00-4:00 Break-out sessions to address power plants and oil & gas

EMNRD = New Mexico Energy, Minerals and Natural Resources Department

OCD = Oil Conservation Division

NMED = New Mexico Environment Department

3/26/07

ada
o5

RON CURRY
Secretary

DERRITH WATCHMAN-MOORE
Deputy Secretary

Mary Uhl
Air Quality Bureau Chief

Mark Fesmire, P.E., Director
Oil Conservation Division

Mark Fesmire
Brad Musick

Air Quality Bureau
Brad Musick

Brad Musick

Brad Musick

Rita Trujillo
Air Quality Bureau

Mary Uhl

Mary Uhl





STAKEHOLDER ATTENDEES

New Mexico Environment Department

Greenhouse Gas Reporting/Registry Technical Workgroup Meeting
March 27, 2007

Santa Fe County HHS Offices, 2052 Galisteo St., Santa Fe

Name
Present? LastName FirstName Organization Name

v Albrecht Chris City of Albuquerque, Environmental Health Dept.
v Aldrich Fletcher Abengoa Bioenergy Corp.
v Anderson Roger CCTIS
v Behnken Jim JGB Consulting/Tri-State
v Berger Andy NM Environment Department
v Bock Craig El Paso Production
v Brinegar Hilary NM Dept. of Agriculture

phone | Cabrera Victor New Mexico State University
v Cortez Naomi El Paso Western Pipelines
v Crepeau Mike Gordon Environmental, Inc
v Dutton Ron Xcel Energy
v Fesmire Mark NM EMNRD Oil Conservation Division
v Feuer Marlene Waste Management
v Foster Karin Independent Petroleum Association of New Mexico
v Fullerton Reese NM Energy, Minerals, and Natural Resources Dept.

phone | Gaffney Patrick California Air Resources Board
v Gantner Bruce ConocoPhillips
v Girand Dan Mack Energy
v Greening Lorna Energy and Environmental Economics
v Holland Suzanne P. NM Oil and Gas Association
v Horn Claudette PNM Resources
v Hurtle Jackie Los Alamos National Laboratory
v Ihle Jack Xcel Energy
v Ito Luis H. El Paso Electric Co.
v Knowlton Jennifer Agave Energy Company
v Lackey Johnny Navajo Refining
v Lane Myke Williams E&P
v Leipold Wayne Phelps Dodge Miami
v Leonis Paul NM PRC
v Maddy Roger, Jr. Abengoa Bioenergy Corp.
v Moen Andrew Intel
v Newman Dennis Occidental Permian
v Norem Nancy PNM
v Owen Les NM Dept. of Agriculture
v Pape Louise Climate Change News Service
v Persaud Terry Marathon Qil Co.






v Radin Jordan Koch Exploration

v Ramanathan Brinda Serafina Technical Consulting

v Reed Alan Veregister Corp.

v Rehm Martin Tri-State Generation and Transmission
v Rodriguez Luis Williams E&P

v Rose Louis Montgomery & Andrews

v Samora Vanessa Occidental Permian

v Sanchez Victoria Devon Energy

v Schlenker-Goodrich | Erik Western Environmental Law Center
v Schluep Martin Kleinfelder

v Seligman Deborah NM Qil and Gas Association

v Singer Tom Natural Resources Defense Council
v Smith Darren Devon Energy

v Smith Reid British Petroleum

v Whaley Don Navajo Refining

v Whetham Walt LANL

v Yee Jane NM Public Regulation Commission






NMED Presentation 03/2702007

Greenhouse Gases Emissions
Repoerting

NIMED;: Stakeholder Meeting
Marichi 217, 2007

Parallel Processes
OCDI Report on €CO2 Capture and
Seguestiation

MANDATE — “EMNRD;shall convene a stakeholder groupino; later:
than Marchi 34, 2007 to determine; epportunities and barriers, for:
reducing carbon| dioxide: emissions in ol and gas operations and
power production. The groupi shall explore requirements needed! to
capture, transport and geologically seguester significant amounts of:
anthropoegenic carbon dioxide in the state, including but not limited
to geologic surveys, infrastructure, and ownershipi of liabilities. The
groupimay; use therresults of research conducted at:New: Mexico
research mstitutions and others in the field of carbon dioxide
seguestration)in their considerations. In addition, EMNRD; shall
coordinate with the stakeholder aroup to develop and propoese rules
regarding carbon dioxide emission reduction and storage.”

Parallel Processes
NMED/OCD 0&C Emissions Reduction Study,
(continued)

» NIVED/GCD: will consult with EPA Gas| STAR,
Industry, others

s Joint meetings with) OCDh; stakeholder process
(stanting Aprill 25-26)

= Due by Jan. 14,2008

= Study goes;tolinteragency Climate Change
Action Implementation Tieam, Clean Eneragy
Development Council;, Governor:

Parallel Processes
OCD Reporit on COZ Capture and Seguestration

Opportunities and Barriers for Reducing Canion
Diexider Emissions ini @il and Gas;eperations amnd
poewer: preduction

IS SEqUESatiGRrHE Gy ioNEUUCE EITISSIONS?
WhHEEEISErcanye to

Parallell Processes
NMED/OCD 0&E Emissions Reduction Study,

NMEDRIwill collaberate with EMNRD/GCD: te conduct
study ofi veluntary and mandatory mechanisms for
reducing GHG emissions from oil' & gas) processes;
= Study reguired by E© 2006-69 Action Item II1.1.d
(EO p. 5)
= Implements CCAG Recommendations ES-12' & ES-13

s EO includes benchmark: mechanisms proposed in
study:shieuld be capable of:
reducing O&G methane emissions 20%, by 2020

reducing CO2 from fuel COMBUSLION

Parallel Processes
Implementation off Other CCAG
Recommendations

Executive Order 2006-69

u See handout o download E@rfiomk
WIWW.gevernor.state.nm.us; follow links to
“Newsreom’”, then “Speechesiand Executive
Orders”

a Covers almost allfsectors






NMED Presentation 03/2702007

Parallell Processes
Multi-State; GHG Emissions) Registiy/ lloel

Collaborative effort among) states

Jjo) create common datassystem for consistent:
rieporting ofi Emissions & emissions reduction
(projects)

Dual functions

- Policy-neutral platformifor states” mandatory reporting
programs (€.g., facility-level reporting)

- Support veluntary reporting of entity-wide, verified emissions,
according to robust accounting| standards, suitable for
baseline protection; future legal recognition ofi early
reductions, and future market-based! systems

Non-profit entity, states/tribes as board members
Announcement soon, begin operation Jan. 1, 2008

\oluntary Reporting

Objectives

u SUPPOIt DUSINESSES) & OLhEr ERtities Lo
poESItion themselves fo) a carten econonmy.

s Regional marnket participants willtlikely need
entity~widey high-guality’ data

s Support and encourage GHG emissions
reductions

Mandatoery: Reporting

Objectives

= [mpreve NV GHE Emissions: Inventony,
(Ell updates reguired 2008, 2012, etc.)

= Provide experience in GHE repoerting) fior
gasier transition| to) mMore rgerous voeluntany
reporting

Parallel Processes
Westerni Regionall Climate Action! Initiative

WA; OR; CA; AZ, NV agreement

Set regional geal for reducing GHG
EIMmissions

Develop plan for regional manket-hased
multi-sector mechanismi (suchias caprand
trade) - design duer August 2008

Participaterin multi-state registry
Collaborate on reducing GHG emissions

\/oluntary: Repoerting

Strategjes

= NMED: recommends multi-state registry as best
approach

Common standards
Pooled| state resources for protocol development
Sets stagerfor multi-state trading

= NMED: role
Participate in development
Inform stakeholders, of eppertunities for camment
Seek input and invelvement of NM! stakeholders

As funding allows, provide outreach and technicall support to
NM regjstrants

u Separate track from mandatery reporting:

Voluntary reporting to registry would satisfy: mandatory;
reporting requirements

Mandatoery Reporting

Strategies
= Stakeholder process
s Focus oniimproving state El

Work with' sectors to) find most sensible path forward
and| evaluate protocols

No  reporting| reguired without protocol available
As funding allows; provide tecti support for reponters

Begin with most significant sectors for NM = may;
phaseiin other sectors later:






NMED Presentation 03/2702007

Improving the NM GHG El

\Where are the greatest uncertainties?

For given sector/source type, would mandatory reporting
decrease uncertainty?

Feasibility?

u Methods available?

s Sources have necessary data?
= How much) effort to get data not currently available?
= Agency, effort to eperate reporting system?
Any. better alternative tormandatery reporting?
Can mandatery reporting data be merged with| top-down
inventory data without gaps; or everlap?
Other guestions we should be askin

New Mexico

GHG Emissions by Sector

Waste Residential, , Electricity Generation

M c , and
Other Industrial

= Large piece, so small %

GHG Emissions by Sector

New Mexico
Fossil Fuel P&P Waste Residential,
C

o 2nd M , and

el 19 Other Industrial
* Mostly Oil & Gas Fuel Use
« EPA approach Agﬂ;;l‘ll.tre 2%
inadequate
£ meomplete irfo ort Industrial . Electricity
sources P Processes Generation

2% 1 40%
= Incomplete info on {
emissions for NM Fossil Fuel
conditions (e.g., CO2 Production &
venting from CBM and Processing
24%

£ Transportation
= Greatest absolute Fuel Use
uncertainty 179,

GHG Emissions, by Sector:

New Mexico

Residential, < Waste Residential,
Commercial, Other M c , and
Industrial Fuel Use 1% Other Industrial

Fuel Use

* 4rd largest Agriculture

« Have good data on fuel %
use in state (DOE/EIA) Industrial

= Not much uncertainty Processes
on total 2%

Fossil Fuel
Production &
Processing
24%

9%

Electricity
Generation
40%

Transportation
Fuel Use
17%

19, error is large absolute
Fuel Use error
Agriculture 9,
7% « Sources generally have
good data available
Industrial Electricity "z
Processes Generation CEMS for large
20 \ a0 sources
Fossil Fuel <Fuel use for others
Production &
Processing
24%
Transportation
Fuel Use
17%

GHG Emissions by Sector
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State of New Mexico
Office of the Governor

- Bill Richardson

Governor

EXECUTIVE ORDER 2006-69

NEW MEXICO CLIMATE CHANGE ACTION

WHEREAS, the federal government has failed to take sufficient action to address global
climate change through initiatives to reduce greenhouse gas emissions in the United States;

WHEREAS, Executive Order No. 2004-019 declared the State of New Mexico to be the
“Clean Energy State” and established the Clean Energy Development Council;

WHEREAS, the State of Néw Mexico is committed to joining regionally and nationally
with other states in assuming a leadership role in addressing
the risks of climate change; '

- WHEREAS, Executive Order 05-033 set greenhouse gas reduction targets for the State
of New Mexico at 2000 levels by the year 2012, 10 percent (10%) below 2000 levels by the year
2020, and 75 percent (75%) below 2000 levels by the year 2050; '

WHEREAS, Executive Order 05-033 established the Climate Change Action Council,
and the New Mexico Climate Change Advisory Group which has met over the past year and a
half to deliberate on New Mexico's potential greenhouse gas emissions reductions to meet these
emission reduction targets;

WHEREAS, the New Mexico Climate Change Advisory Group has forwarded sixty-nine
(69) recommendations covering the sectors of energy supply; residential, commercial and
industrial energy use; agriculture and forestry; and transportation and land use to the Climate
Change Action Council and the Governor of the State of New Mexico;

WHEREAS, the New Mexico Climate Change Advisory Group included in its
recommendations the development of a registry for reporting greenhouse gas emissions that will
ensure that businesses in New Mexico may enjoy any benefits, credits, or “baseline protections”
that may be available under national programs and plans;
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WHEREAS, the impact of implementing these recommendations is expected to result in
net savings of $2 billion to our state’s economy while reducing the equivalent of 267 million
metric tons of carbon dioxide through the year 2020;

WHEREAS, this reduction in greenhouse gas emissions would go beyond the reduction
goals set forth for the state in Executive Order 05-033;

WHEREAS, Executive Order 05-056 directed all cabinet-level departments, boards, and
commissions involved in environmental quality and public health matters to implement
Environmental Justice programs and policies, and established an Environmental Justice Task
Force;

WHEREAS, Executive Order 06-01 directed all Executive Branch state agencies to
adopt the U.S. Green Building Council’s LEED™ rating system for certain new construction and
renovation projects, as well as established the Public Schools Clean Energy Task Force.

WHEREAS, the State of New Mexico, in implementing these progressive
recommendations, will continue its national leadership role in addressing the immediate risk of
climate change to the world’s economy, environment and human health and join other states and
countries by acting immediately to reduce greenhouse gas emissions while ensuring a robust
state economy and high-wage job creation; and '

WHEREAS, the reduction of greenhouse gases and increases in energy efficiency will
save New Mexicans millions of dollars while significantly improving our state air quality and
protecting our state’s valued scenic vistas.

NOW, THEREFORE, I, Bill Richardson, Governor of the State of New Mexico, by
virtue of the authority vested in me by the Constitution and the laws of the State of New Mexico,
do hereby ORDER and DIRECT the following:

I. Consistency with Prior Executive Orders: This Administration has passed prior
Executive Orders that have addressed issues of clean and renewable energy, reduction of
greenhouse gas emissions, and related matters. For purposes of continuity and consistency, the
following modifications to these prior Executive Orders shall apply: '

1. Executive Order No. 04-19, entitled “Declaring New Mexico the ‘Clean
Energy State,”” established the Clean Energy Development Council. The membership to
that Council is the Secretaries of Energy, Minerals, and Natural Resources Department,
Environment Department, Economic Development Department, the Department of
Transportation, the Department of Agriculture, the General Services Department, and the
State Engineer, with staff support from the Office of the Governor. The membership to
this Council shall remain the same except for the addition of the following new members:
the Regulation and Licensing Department, the Tax and Revenue Department, the
Department of Finance and Administration, and the Governor’s Advisor on Energy and
Environment shall serve in the Governor’s staff position. The Clean Energy
Development Council shall continue to implement the directives set forth in Executive





Order No. 04-19, including an annual report to the Governor on its recommendations and
activities, as well as assume new responsibilities as set forth in this Order.

2. Executive Order No. 05-33 entitled “Climate Change and Greenhouse Gas
Reduction.” The Climate Change Action Council, the Climate Change Advisory Group,
and the technical state agency working group established under Executive Order No. 05-
33 are hereby abolished. Other provisions of this Order remain in effect or are modified
as indicated below.

3. Executive Order No. 05-49 entitled “Requiring the Increased Use of Renewable
Fuels in New Mexico State Government.” The provisions in Executive Order No. 05-49
shall remain in effect and are supplemented with further direction and initiatives set forth
in this Order.

4. Executive Order No. 06-01 entitled “State of New Mexico Energy Efficient
Green Building Standards for State Buildings.” The provisions in Executive Order No.
06-01 shall remain in effect and are supplemented with further direction and initiatives
set forth in this Order.

II. Establishment of a Climate Change Action Implementation Team

1. Creation. There is hereby established the Climate Change Action
Implementation Team (“Team”).

2. Purpose. The purpose of this Team shall be to serve as a staff-level group that
shall be responsible for ensuring that the directives in this Executive Order are
implemented. The Team shall be under the direction of the Clean Energy Development
Council, as created by Executive Order No. 2004-019, regarding the implementation of
this Executive Order, including directives regarding the Climate Change Advisory
Group’s recommendations, as well as directives regarding any other authorized
initiatives. The Team shall ensure that all applicable state agencies are implementing
climate change action in accordance with these directives, and shall also be responsible
for providing periodic updates and reports to the Clean Energy Development Council and
the Governor, as set forth in further detail below.

3. Advisory nature. The Team shall be advisory in nature and shall not make any
final policymaking decisions.

4. Membership. The Governor shall appoint members of the Team who shall be
comprised of staff representatives from the following agencies:

a. Department of Environment,

b. Department of Transportation,

c. Energy Minerals and Natural Resources Department,
d. Regulations and Licensing Department,

e. Department of Finance and Administration,





f. Department of Taxation and Revenue,
g. General Services Department,

h. Department of Agriculture,

i. Economic Development Department,
j. Office of the State Engineer; and

k. Office of the Governor.

5. Consultation. The Team shall consult with representatives of the Public
Regulation Commission. The Team shall also consult with other governmental entities,
including state agencies and local governments, as needed to implement this Order.

6. Leadership. The Department of Environment shall serve as the lead agency
with the staff representative serving as the Chairperson of the Team. The Department of
Environment shall provide administrative support and staffing for the Team.

7. Duties:

a. The Team shall serve as the primary point of contact in each of their
respective agencies regarding the implementation of this Order.

b. The Team shall be responsible for ensuring that each applicable agency
is implementing this Order in accordance with its terms and conditions, including
the achievement of the targeted goals and levels in a timely and adequate fashion.

c. The Team shall quantify anticipated greenhouse gas emission
reductions that are expected to result from implementation of the climate change
actions that arise from the Advisory Group’s recommendations and any other
authorized initiatives.

d. The Team shall submit a written progress report to the Clean Energy
Development Council and the Governor summarizing the implementation of this
Order, including any Climate Change Advisory Group’s recommendations or
other authorized initiatives, by July 1 of each year, beginning in 2007.

e. The Team is strongly encouraged to provide more frequent reporting
and updates as is deemed necessary in addition to the annual report.

f. The Team shall meet no less than four (4) times per year. The Team
shall also be required to present to the Clean Energy Development Council, upon
request.

g. The Team shall carry out this Order as part of their official duties and
shall receive per diem and travel reimbursement to the extent permitted under law
or policy.





IIT. Implementation of Climate Change Actions. The following actions shall be
implemented under the time frames indicated; however, these actions may be supplemented with
additional directives from the Clean Energy Development Council.

1. Department of Environment (“NMED”): NMED shall implement and abide by
the following directives, subject to the prior approval and direction of the Clean Energy
Development Council and in accordance with the duties of the Team as set forth above.

a. Executive Order No. 05-033. This prior Executive Order contained
various directives that specifically applied to NMED that are hereby modified or
superseded by this Executive Order as follows:

1. This Executive Order hereby supersedes paragraph 3 of EO No.
05-33.

ii. This Executive Order hereby supersedes paragraph 5 of EO No.
05-33;

iii. Paragraph 6 in EO No. 05-33 shall remain in effect, but is
further revised to require NMED to develop a greenhouse gas emissions
inventory and forecast every four years, starting in 2008.

iv. Paragraph 7 in EO No. 05-33 shall remain in effect.

b. NMED shall submit to the Environmental Improvement Board (“EIB”)
a proposal to implement a state clean car standard consistent with clean car
standards adopted by other states no later than January 1, 2008. This initiative
shall supplement the existing initiatives under Executive Order 05-049.

c. NMED shall submit to the EIB a proposal to adopt a greenhouse gas
emissions registry and reporting mechanism, after consultation with affected
stakeholders, no later than January 1, 2008.

d. NMED shall conduct a study of voluntary and mandatory mechanisms
for reducing greenhouse gas emissions from oil and gas processes by January 1,
2008 and shall submit such study to the Team, the Clean Energy Development
Council, and the Governor by said date. Proposed mechanisms shall reduce
methane emissions in oil and gas operations by 20% by 2020 and carbon dioxide
emission from fuel combustion.

e. NMED shall work with other state agencies in analyzing financial
incentives for clean vehicles, in a manner that supplements the initiatives in
Executive Order 05-049. NMED shall submit a report summarizing its findings,
including implementation strategies, to the Team, the Clean Energy Development
Council, and the Governor by July 1, 2007.

f. NMED shall submit to the EIB a proposal to develop regulations and
guidance for truck stop electrification for anti-idling capability by July 1, 2008.





g. NMED shall develop a State Climate Public Education and Outreach
program by December 1, 2007, shall submit the plan to the Team, the Clean
Energy Development Council, and Governor, and once proper authorization is
received, commence implementation of this plan by July 1, 2008.

h. NMED, under the direction of the Governor’s Energy & Environmental
Policy Advisor, shall work with other states and the federal government, as
appropriate, to evaluate the effectiveness and feasibility of a mandatory market-
based emission reduction program with a regional or national scope.

2. The Department of Energy, Minerals and Natural Resources (“EMNRD”):
EMNRD shall implement and abide by the following directives, subject to the prior
approval and direction of the Clean Energy Development Council and in accordance with
the duties of the Team as set forth above.

a. EMNRD shall convene a stakeholder group no later than March 31,
2007 to determine opportunities and barriers for reducing carbon dioxide
emissions in oil and gas operations and power production. The group shall
explore requirements needed to capture, transport, and geologically sequester
significant amounts of anthropogenic carbon dioxide in the state, including but
not limited to geologic surveys, infrastructure, and ownership of liabilities. The
group may use the results of research conducted at New Mexico research
institutions and others in the field of carbon dioxide sequestration in their
considerations. In addition, EMNRD shall coordinate with the stakeholder group
to develop and propose rules regarding carbon dioxide emission reduction and
storage. EMNRD shall provide a report with findings and proposed rules to the
Team, Clean Energy Development Council, and Governor no later than December
1,2007. '

b. EMNRD shall work with the appropriate governmental entities to
implement demand side management programs for electricity, natural gas and
other fuels; to adopt state appliance standards; to establish financial incentives for
distributed and centralized renewable energy; and to create incentives and barrier
reductions for combined heat and power. EMNRD shall submit a written report
outlining these initiatives no later than December 31, 2007, to the Team, Clean
Energy Development Council, and the Governor, and shall strive to implement
said initiatives commencing January 1, 2008.

c. EMNRD shall work with stakeholders to create or participate with other
states in a Regional Market Transformation Alliance. This Alliance shall pursue
regional efforts by non-utility organizations to encourage greater uptake by
consumers of cost-effective energy conservation practices on a voluntary basis.
EMNRD shall finalize a report summarizing the work of the Alliance and submit
it to the Team, Clean Energy Development Council, and the Governor each year
during its participation.





3. General Services Department (“GSD”): GSD shall implement and abide by the
following directives, subject to the prior approval and direction of the the Clean Energy
Development Council and in accordance with the duties of the Team as set forth above.

a. Prior Executive Orders:

1. Executive Order 05-33: The duties of GSD in said Executive
Order in paragraph 8 are hereby superseded by this Executive Order.

b. GSD shall establish state policies for green power purchasing, modify
state procurement processes for state building performance standards, ensure low
greenhouse gas emissions from state vehicles, and require mandatory recycling in
state building leases and purchases by July 1, 2007. These initiatives shall
supplement the existing initiatives under Executive Order 05-049 and Executive
Order 06-01. GSD shall report annually to the Team, Clean Energy Development
Council, and the Governor regarding implementation of these measures and the
quantity of greenhouse gas emissions avoided or reduced.

c. GSD, in concert with Department of Transportation (“DOT”), shall
develop and implement policies for procuring and operating the state fleet,
consistent with Executive Order 2005-049, no later than July 1, 2007. Prior to
implementation, GSD shall submit the proposed policies to the Team, the Clean
Energy Development Council and Governor for review and approval.

: 4. Regulation and Licensing Department (“RLD”): RLD shall implement and

abide by the following directives, subject to the prior approval and direction of the Clean
Energy Development Council and in accordance with the duties of the Team as set forth
above.

a. RLD shall consult with interested stakeholders to develop low
greenhouse gas emitting building codes. After submitting the proposed codes to
the Team, the Clean Energy Development Council, and Governor, RLD shall
submit the proposed codes to the Construction Industries Commission (“CIC”) no
later than January 1, 2008. These new codes shall include provisions for solar hot
water systems for new buildings with substantial water heat demand. These new
codes shall also be adopted consistent with the directives in Executive Order No.
06-01 regarding the updating and adoption of building codes to achieve energy
efficiency.

b. RLD shall consult with interested stakeholders to develop regulations
for new commercial refrigeration. After submitting the proposed regulations to
the Team, the Clean Energy Development Council, and Governor, RLD shall
submit the proposed regulations to the CIC.





c. RLD shall develop a project plan for an education and outreach program
to inform and train building professionals on new building code requirements by
July 1, 2008, and begin implementation of this plan by January 1, 2009. Similar
initiatives in Executive Order No. 06-01 shall remain in effect.

5. Department of Taxation and Revenue (“TRD”): TRD shall implement and
abide by the following directives, subject to the prior approval and direction of the the
Clean Energy Development Council and in accordance with the duties of the Team as set
forth above.

a. TRD shall develop financial incentives to reduce greenhouse gas
emissions, as appropriate, in collaboration with other appropriate state entities.

6. Department of Finance and Administration (“DFA”): DFA shall implement and
abide by the following directives, subject to the prior approval and direction of the Clean
Energy Development Council and in accordance with the duties of the Team: as set forth
above.

a. DFA, in concert with DOT, shall develop a plan by July 1, 2007 to
work with local governments to implement greenhouse gas emissions reduction
programs throughout the state, shall submit the plan to the Team, the Clean
Energy Development Council, and Governor, and shall begin 1mp1ernentat10n of
this plan by January 1, 2008.

7. The Department of Agriculture (“Dept of Ag”): Dept of Ag shall implement
and abide by the following directives, subject to the prior approval and direction of the

Clean Energy Development Council and in accordance with the duties of the Team as set
forth above.

a. Dept of Ag shall work with stakeholders to develop and promote
manure energy utilization strategies that shall cover 15% of the state-wide dairy
cattle by 2012 and 35% by 2020. These strategies shall reduce greenhouse
emissions by offsetting fossil fuel consumption, as well as by direct reduction of
methane emissions.

b. Dept of Ag shall work with stakeholders to develop specific
implementation mechanisms that promote the utilization of 25% of agricultural
by-products for electricity or steam generation by 2012 and 50% by 2020.

c. Dept of Ag shall enhance its efforts to increase the amount of acreage in
conservation tillage and no-till production and to work with the appropriate state
agencies to promote programs that support consumption of local grown food and
“buy local” efforts.





IV. Agency Support

1. All state agencies shall assist, as appropriate, in implementing this Order and
fulfilling its purpose. The actions mandated as a result of this Executive Order shall be
accomplished within the bounds of, and consistent with, the relevant agency’s statutory
and regulatory authority.

V. Lead Coordinator

1. The Governor’s Energy & Environmental Policy Advisor shall be the Lead
Coordinator and in this capacity shall serve as the central point of contact for
implementation of this Order, shall be authorized to obtain periodic progress reports from
agencies regarding their compliance with this Order, and shall be authorized to give
directives to agencies to ensure implementation of this Order.

VI. Disclaimer

Nothing in this Executive Order is intended to create a private right of action to enforce
any provision of this Order or to mandate the undertaking of any particular action pursuant to
this Order; nor is this Order intended to diminish or expand any existing legal rights or remedies.

THIS ORDER supersedes any other previous orders, proclamations, or directives in
conflict. This Executive Order shall take effect immediately and shall remain in effect until such
time as it is rescinded by the Governor.

DONE AT THE EXECUTIVE OFFICE THIS

W 74/1;,\ 28" DAY OF DECEMBER, 2006

BECCA VIGIZGIRON WITNESS MY HAND AND THE GREAT
SECRETARY OF STATE SEAL OF THE STATE OF NEW MEXICO
rd——
BILL RICHARDSON
GOVERNOR






New Mexico Environment Department

. PROTECTING OUR ENVIRONMENT, PRESERVING THE ENCHANTMENT

Fact Sheet 2007

Environmental Protection Division, Air Quality Bureau

Greenhouse Gas Mandatory Reporting Programs: The basis of the New Mexico Environmental Improvement
Board (EIB) and Local Board’s authority to establish greenhouse gas mandatory reporting programs is as follows:

Greenhouse gases fall under the definition of ‘air contaminant’. “Air contaminant” is defined under the New
Mexico Air Quality Control Act (“Act”), as “a substance, including any particulate matter, fly ash, dust, fumes gas,
mist, smoke, vapor, micro-organisms, radioactive material, any combination thereof or any decay or reaction
product thereof.” NMSA 1978, § 74-2-2(A). Greenhouse gases, including carbon dioxide, come within the broad
definition of “air contaminant” in state statute.

The EIB and local board have authority to regulate air contaminants. These boards have been given general
authority under the Act, to promulgate regulations to “prevent or abate air pollution . . . within the geographic area
of the [Board’s] jurisdiction.” NMSA 1978, § 74-2-5(B)(1).

The EIB and local board have specific authority to require the reporting of air contaminants. Under NMSA
1978, §74-2-5(C) (5) of the Act, these boards have specific authority to “require any person emitting any air
contaminant to: ...(c ) Establish and maintain records of the nature and amount of emissions; (d) Submit reports
regarding the nature and amounts of emissions and the performance of emission control devices; and (e) Provide
any other reasonable information relating to the emission of air contaminants.”

The EIB and local board also have general authority to require the reporting of air contaminants. Reporting
and registry programs can be used not only to track the nature and amount of greenhouse gas emissions, but can
also be used to develop strategies and policies to reduce such emissions. The boards’ general authority to prevent
and abate air pollution authorizes the boards to establish greenhouse gas reporting requirements and a registry in
order to allow the State to begin to develop strategies to prevent and abate the air pollution caused by greenhouse
gases.

Voluntary Greenhouse Gas Registry Programs: The basis of the New Mexico Environmental Improvement Board,
Local Board, and Environment Department’s authority to establish voluntary greenhouse gas registry programs is as
follows:

Statutory restrictions apply only to regulatory requirements. Given that the greenhouse gas registry program
would be voluntary on the part of participants, there are no statutory restrictions to the EIB or local boards’
authority to develop such a program. For statutory powers, see above.

The Air Quality Control Act encourages voluntary programs. The Environment Department and local agency
are ordered, under NMSA 1978, § 74-2-5.1 to “...C. encourage and make every reasonable effort to obtain
voluntary cooperation by the owner or occupants to preserve, restore or improve air purity; [and]... G. classify and
record air contaminant sources that, in its judgment, may cause or contribute to air pollution...”

The Environment Department has the authority to enter into compacts. In the likely event that a voluntary
greenhouse gas registry program would involve state participation with a multi-state initiative, the Environment
Department has authority under NMSA 1978, §74-2-5.2.C to “enter into agreements and compacts with adjoining
states and Indian tribes, where appropriate.”

New Mexico Environment Department 1190 St. Francis Drive, Santa Fe, NM 87505
800-219-6157 www.nmenv.state.nm.us






Mandatory GHG Reporting in Other States
Brad Musick
New Mexico Air Quality Bureau
March 19, 2007

The following information was gathered from the web and via phone conversations with state
staff during January-February 2007.

New Jersey

When: Annual, started in 2004 (reporting 2003 emissions)

Reporting Thresholds: Title VV major sources, as follows:
PTE = 25 tpy VOCs or NOx
PTE = 100 tpy CO, SO2, TSP, PM2.5, PM10, NH3
PTE =5tpy Pb

Scope: CO2 and methane only, facility-wide, but not including vehicles or indirect emissions

Procedures:  Electronic submission, RADIUS software
Added table for GHG to program

Problems: None reported.
Summary data for 2005 derived from inventory reports:

Frequency Distribution of Sources

COo2 Methane*
tpy CO2e sources Sources
0-100 15 200
100-1,000 29 43
1,000-10,000 94 23
10,000-100,000 133 8
100,000-1 million 37 2
1-10 million 11 0
>10 million 2 0
total no. sources 321 277
total CO2e tpy 140,795,774 2,442,106

*Sources report methane emissions as tpy of methane; to create this table, data were converted to
tpy CO2 equivalent (COZ2e), based on methane having Global Warming Potential = 21.
Connecticut

When: Annual, started in 2006 (reporting 2005 emissions)

Reporting Thresholds: Title V major sources, which are as follows





Municipal Waste Combustors, capacity >35 Mg/day

HAPs: PTE = 10 tpy of one/25 tpy combined

PTE = 100 tpy any regulated air pollutant

In serious 0zone nonattainment areas: PTE = 50 tpy VOCs or NOx
In severe ozone nonattainment areas: PTE = 25 tpy VOCs or NOx

Scope: 6 gases, direct stack emissions from stationary sources
Procedures:  Paper forms (added to forms used for other pollutant reporting)
Agency will calculate from fuel use
EPA FIRE database for emission factors
Problems: Received many questions in first reporting year; agency says they should have done

more outreach and education prior to roll-out.

Maine

When: Annual, started in 2004 (reporting 2003 emissions)

Reporting Thresholds:
1) As established in emissions statement regulation, for stationary sources which emit or
are licensed to emit more than following amounts, and emit any GHG:
CO: 75 tpy
SO2: 40 tpy
VOC or NOx: 25 tpy
PM10 or PM2.5: 15 tpy
Pb: 0.1 tpy
NH3: 50 tpy
2) Any electric power & transmission facility emitting any amount SF6
3) Any GHG-manufacturing facility emitting any amount of GHG.

Scope: 6 gases; facilities with emissions below 1 tpy CO2e do not have to report; CO2 from
biomass burning is reported, but as separate category

Procedures: Initially used spreadsheets
Now use electronic reporting or paper
Agency is developing an online reporting tool
Agency supplies calculation tools (spreadsheets)
Agency will accept any emission factor, with proper documentation if other than
AP-42 or WRI
Submit single-page summary with facility totals, plus documentation

Problems: Not much. Reporting has gotten easier over time; they did some education and
outreach before 1% year reporting; rulemaking (which added GHGs, PM2.5, NH3, toxics, and
lowered reporting thresholds) only had 9 commenters, including 2 environmental groups.





Summary of 2004 Maine Emissions Data (excluding CO2 from biomass combustion):

Frequency Distribution of Sources

CO2 CH4 N20 SF6 PFC+HFC

COz2e tpy sources sources sources sources sources

<100 14 112 88 1 20

100-1,000 42 24 42 1 17

1,000-10,000 63 11 22 2 8

10,000-100,000 29 1 2 2 2

100,000-1 million 15 1

1-10 million 2

>10 million

total no. sources 165 148 155 6 47

total CO2e 9,654,507 54,748 288,977 46,614 135,835
Wisconsin

When: Annual, started 1993 (reporting 1992 emissions)

Reporting Thresholds: CO2 emissions > 100,000 tpy

Scope: CO2 only, by facility

Procedures:  Emissions mostly calculated based on fuel usage and EPA emissions factors.

Problems: None specifically reported, but >4x increase in reported emissions since 1995
suggests that not all sources were reporting in early years of the requirement.

Summary of data: Unable to obtain a detailed summary. Emissions reported for 2004 totaled 78
million tons CO2. Sources include not only electric power generating units, but also large
industrial boilers, etc.





Christine O. Gregoire Theodore R. Kulongoski  Arnold Schwarzenegger

Janet Napolitano Bill Richardson

WESTERN REGIONAL CLIMATE ACTION INITIATIVE

WHEREAS, western states are experiencing the effects of a hotter, drier climate,
including prolonged droughts, excessive heat waves, reduced snow packs, increased snowmelts,
decreased spring runoffs, altered precipitation patterns, more severe forest and rangeland fires,
widespread forest diseases, and other serious impacts; and

WHEREAS, scientific consensus has developed that increasing emissions of human-
caused greenhouse cases (GHGs), including carbon dioxide, methane and other GHGs, that are
released into the atmosphere are affecting the Earth’s climate; and

WHEREAS, the Western Governors Association (WGA) has declared that climate
change could have severe economic and environmental impacts on the Western States in
coming decades; and

WHEREAS, the WGA also has declared that action is needed to reduce GHG
emissions and that many of these actions can have significant economic and environmental
benefits for the Western States, including increased energy efficiency, increased renewable
energy generation, improved air quality, cost savings, job growth, increased state revenues, and
reduced water pollution; and

WHEREAS, we support the development of national, regional, tribal, state and local
programs to reduce GHG emissions; and

WHEREAS, we support national, regional, tribal, state and local level policies on
global climate change that are consistent with efforts to develop cost-effective alternative
energy sources and more efficient use of energy; and





WHEREAS, we recognize the need for collaboration among states to develop climate
change policies that provide consistent approaches to recognize and give credit for actions to
reduce GHG emissions; and

WHEREAS, we have already adopted or committed to adopt clean tailpipe standards
for passenger vehicles that will result in major reductions in GHG emissions and other
pollutants; and

WHEREAS, we support market-based policies to reduce GHG emissions in the most
cost-effective manner; and

WHEREAS, we have set goals to significantly reduce GHG emissions from our
respective states; and

WHEREAS, we welcome expanding the partners to this initiative to other states, tribes,
Canadian provinces and Mexican states and offer monitoring status to any state, tribe or
province interested in observing the initiative;

NOW, THEREFORE, we, the undersigned Governors, jointly establish the Western
Regional Climate Action Initiative and agree to collaborate in identifying, evaluating and
implementing ways to reduce GHG emissions in our states collectively and to achieve related
co-benefits. This collaboration shall include, but is not limited to:

« Setting an overall regional goal, within six months of the effective date of this
initiative, to reduce emissions from our states collectively, consistent with state-by-
state goals;

* Developing, within eighteen months of the effective date of this agreement, a design
for a regional market-based multi-sector mechanism, such as a load-based cap and
trade program, to achieve the regional GHG reduction goal; and

* Participating in a multi-state GHG registry to enable tracking, management, and

crediting for entities that reduce GHG emissions, consistent with state GHG reporting
mechanisms and requirements.

In addition, we commit to continue our independent and collaborative efforts to reduce
GHG emissions through:

* Promoting the development and use of clean and renewable energy within the region;

* Increasing the efficiency of energy use within our jurisdictions;

* Advocating regional and national climate policies that reflect the needs and interests of
western states, tribes and provinces; and

* Identifying measures in our states, tribes and provinces to adapt to the impacts of
climate change.





We will direct our staffs and the appropriate state agencies to meet as soon as is
practicable to develop a work plan to move forward with this initiative.

th
DONE, in five (5) duplicate originals, this 26 day of February, 2007, in Washington, D.C.

N

Governor Theodore R. ulongosk1
State of Oregon

Governor Chrlst' e0.G
State of Washirigton
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GoTﬁnor Janet Nap(ﬂitano Governor Bill Richardson
State/of Arizona State of New Mexico

Governor Amold‘gchwarzenegger
State of California
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GHG Reporting Stakeholder Meeting
March 27, 2007

Notes from Oil & Gas Breakout Session
1. NMED's strawman proposal: Reporting by Title V sources in oil and gas sector and electricity generation sector.
2. NMOGA made the following proposal:

Establish a de minimis threshold for reporting companies based on the annual production/processing of the company in
NM. There are a large number of small producers and a small number of large producers; NMOGA proposes to only
include the large producers in phase 1. The threshold has not been established, but could be set to include companies
that together account for 95% of O&G production in NM. “Production” could be evaluated for oil and gas separately, or
for barrels of oil equivalent (BOE); data would come from EMNRD/OCD. Upstream, midstream and downstream
companies would be included.

During phase 1, each of the reporting companies would report annual emissions of CO2 from operations in NM that they
control, regardless of % ownership:
o Title V sources (including refineries)
RICE engines (stationary only) greater than or equal to 500 hp
Heaters greater than or equal to 10 million BTU/hr
Turbines greater than or equal to 25 MW
CO2 stripped from either CBM or conventional natural gas (i.e. treated).

Companies would report entity-wide (within NM). The level of granularity (specific details for specific equipment) in the
report to NMED, and in what is released to the public, needs to be set so as to protect proprietary information. It may be
difficult for some companies to break out emissions on Indian Lands from those in NMED jurisdiction.

Later phases might address additional combustion equipment and methane emissions. Also, smaller producers could
be considered for later phases, but might not be necessary.
3. Next meeting/conference call for O&G break-out group: April 12, 2007, 1:30 pm
Agenda:
1. Who to include in Phase 1? NMED will post lists of;
a. Title V permittees
b. Operators, with production numbers
2. Protocol availability. NMED will post:

a. Links to existing protocols
b. Summaries of existing protocols as available

4. Additional issues to address:





a. Establish what a ‘facility’ is for Title V GHG reporting (i.e., which equipment is and is not included).

b. How to evaluate/estimate what is not being reported, by the reporting companies and by non-reporting
companies. This is related to NMED updating and improving the state-wide GHG El, and also to evaluating whether the
mandatory reporting program is appropriately sized.

c. How to evaluate/estimate emissions from Indian Lands, as part of the state-wide GHG El.

d. When evaluating the available protocols to make sure that they provide adequate guidance, include tiers of
emissions calculation methods, as different companies may have different levels of information (e.g. fuel use). Are there
additional issues with regards to refineries?

e. Establish how to determine who is responsible for reporting emissions for which equipment. If it's based on
‘operational control’ does it include emissions from contractors (compression, drilling wells)?

f. What criteria should be used to evaluate the ‘size’ of upstream, midstream and downstream companies? For
upstream, is it the sum of production from their wells? What about those that process, treat or transport product? Are
the largest already addressed by virtue of being Title V (for example, refineries)?

g. Address CO2 production/transport emissions.
h. What would later phases include? Should the priority be more combustion equipment or methane
emissions? How much lead time will companies need in order to prepare for the requirements of later phases? What

protocols (e.g. methane) need to be further developed to support later phases, and what is the best process for doing
so?
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Notes from Electrical Generating Unit Breakout Session
2:30—-4pm

Participants:

Luis Ito, El Paso Electric Corporation; Martin Rehm, Tri-State G&T; Jim Behnken, JGB Consulting/Tri-
State; Paul Leonis, NMPRC; Jane Yee, NMPRC; Jack Ihle, Xcel Energy; Ron Dutton, Xcel Energy;
Nancy Norem, PNM; Chris Albrecht, COA/AQD; Wayne Leipold, Phelps-Dodge Miami; Walt Whetham,
LANL; Jackie Hurtle, LANL; Mark Jones, NMED-AQB; Andy Berger, NMED-AQB; Rita Trujillo, NMED-
AQB

Focus on Form of Mandatory GHG reporting: Reporting threshold, protocol & emissions
calculations

Agenda:
e Phase-in schedules
0 Adequate protocol must be available
o Only CO2? Other GHG?
e Emissions calculations
o0 Evaluation of CCAR protocol, suggestions of others to consider
0 CEMS vs. fuel use, when both are available
0 Reporting of biomass combustion emissions (reported separately)
0 Approach for allocating emissions from combined heat and power
e Times and locations for future workgroup meetings

Phase-in schedules:
1. What GHG emissions will be part of mandatory reporting?

a. EGU/Industry favored reporting only CO2 Direct Emissions from Stationary
Combustion at Title V electricity generation units including combined heat and power
facilities for first phase of mandatory reporting

b. Reporting would be annual as part of annual Title V emission inventory

c. Other direct combustion related GHG emissions from Stationary Combustion such as
CH4 and N20 would possibly be a next phase at later date

d. Reporting GHG emissions associated with process & fugitive was thought to be
unnecessary and to fit in de minimis category at this time

e. Adequate protocol must be available?

i. Itwas suggested that we use an existing protocol for doing this. Group
emphasized that CEMS CO2 data would be best to use where available.

i. EPA Acid Rain or state protocol for CEMS measurements adequate where
available

ii. WRI Greenhouse gas accounting and reporting standard (Xcel energy had
already done some GHG inventory work with this protocol) was discussed
briefly as one of the most adequate / established reporting protocols. This
was thought to have been used to help develop the CCAR protocol.

iv. Or California Climate Action Registry (CCAR) protocol -- only Ch. 5 direct
combustion GHG section






v. Some power companies had already done some internal GHG emissions
inventory work

vi. Action Item: To put a copy of WRI protocol side by side with CCAR
protocol on the GHG R&R website.

f.  Concerning protocol: whatever protocol selected recommended NM GHG Mandatory
reporting would follow parts of protocol that pertained to CO2 emissions from Direct
Combustion Sources at facility only. Main aspect of protocol that would be used is
“what to do if no CEMS data?” If no CEMS, use fuel data and emissions factors
according to an agreed upon established set of emissions factors for fuel data.

g. Forimprovement of NM GHG emissions inventory it would be great if we could lower
the threshold for reporting and require all generators to report; however, there are
limited resources to do this.

2. What threshold for reporting? Who will be required to report?

a. Current & future Electricity generating units(EGUs) & Combined Heat & Power(CHP)
that report under the Title V program will be required to report (general agreement)

b. Some concern here about developing a full list of these facilities. Action Item:
Prepare List of Title V sources that would be required to report under GHG R&R
Mandatory reporting, post on website to be reviewed to make sure it is
complete. One of the concerns was that some plants generate their own electricity
and do not sell to grid so may not be classified as EGUs. Some CHP facilities are
combined with industry or oil & gas treatment plants. General consensus was that we
develop list of all Title V EGUs and CHP facilities. We can use this to cross check
with Oil & Gas to make sure there is not double counting.

Emissions calculations:

1.
2.
3.

Evaluation of CCAR protocol, suggestions of others to consider. See discussion above.
CEMS versus Fuel use (when both are available): See discussion above.

Reporting of biomass combustion emissions (reported separately). Currently there is only one
proposed biomass plant in NM. So this is not really an issue. For future biomass plants, under
GHG emissions mandatory reporting rule, Title V biomass plants would report. A footnote
would accompany the reporting for biomass plants noting that a percentage of the CO2
emitted from the plant was removed from the atmosphere in the lifecycle of the biomass.
Approach for allocating emissions from combined heat and power?

a. Definition: A combined heat and power (CHP) system, commonly referred to as “co-
generation”, multiple forms of energy (often electricity and steam) are generated
simultaneously in an integrated system, from the same input fuel supply. GHG
emissions from a CHP plant occur from the combustion of fossil fuels (input fuel) in
the CHP plant to generate the multiple energy streams. These GHG emissions
include CO2, CH4, and N20O. There are several different configurations for these.
Example. Williams Field Services Milagro Gas Treatment Plant and Cogeneration
Facility.

b. Approach is that combined heat and power is still generation. All Title V generation
should be reported.

Times and locations for future workgroup meetings
Next meeting planned for April 12, 2007 (MDT) @ 9 AM via conference call. Need to set-up a
conference call line & send out a notice

Action Items:
1. Post on GHG R&R website two protocols: WRI & CCAR

(1) WRI Greenhouse Gas Accounting & Reporting Standard:
http://www.ghgprotocol.org/DocRoot/7e9ttsv1gVKekh7BFhgo/ghg-protocol-revised. pdf
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(2) California Climate Action Registry Protocol
http://www.climateregistry.org/PROTOCOLS/PUP/

2. Develop complete list of Title V sources that would report for power generation
3. Clearly define what combined heat and power is? (see notes above)

4. Check to see why Milagro was not on list of Title V, and why Maddox was included under
compressor stations.

Next:

Next meeting planned for April 12, 2007 (MDT) @ 9 AM via conference call. Need to set-up a
conference call line & send out a notice

® Page 3



http://www.climateregistry.org/PROTOCOLS/PUP/








Attachment C-4
April 12, 2007
Oil and Gas Workgroup Stakeholder Meeting

1) Stakeholder Attendees (23)
3) Meeting Notes
4) Handouts

a) Excel file on New Mexico 2005 Gas and Oil Production by Company

b) Notes on Analysis of Oil and Gas Company Production Data

c) Title V Oil and Gas List





STAKEHOLDER ATTENDEES
New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process
Oil and Gas Work Group Call/Meeting
April 12, 2007
Health Policy Commission, 2055 S. Pacheco St., Santa Fe

Name
Present? LastName FirstName Organization Name
phone | Bock Craig El Paso Production
phone | Cortez Naomi El Paso Western Pipelines
v Foster Karin Independent Petroleum Association of New Mexico
phone | Frye Andrew Zia Engineering & Environmental
v Girand Dan Mack Energy
v Greening Lorna Energy and Environmental Economics
v Horn Claudette PNM Resources
v Knowlton Jennifer Agave Energy Company
phone | LaRue??? Mark Williams
phone | O’Connor Mike XTO Energy
v Ramanathan Brinda Serafina Technical Consulting
phone | Salgado Dan Kinder-Morgan
phone | Samora Vanessa Occidental Permian
v Schlenker-Goodrich | Erik Western Environmental Law Center
v Schluep Martin Kleinfelder
phone | Seligman Deborah New Mexico Oil & Gas Association
v Singer Tom Natural Resources Defense Council
v Smith Darren Devon Energy
phone | Smith Reid British Petroleum
phone | Tanory Rebecca BP
phone | Tullos Evan Enterprise Production
phone | Wallis Donnie Chesapeake Energy
v Whaley Don Navajo Refining






New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process
Oil and Gas Work Group Call/Meeting
April 12, 2007
Health Policy Commission, 2055 S. Pacheco St., Santa Fe

Introductions. There were a wide range of participants in person and on the phone; the
attendance list is attached to the end of these notes. Please let Brad Musick know of any
corrections or omissions to this list.

Discussion about Phase I and Phase I[I—No decisions have been made. There was
discussion about whether the regulation could capture phase 1 and future phases. It was
brought up that determining future phases is desirable for planning purposes for industry.
On the other hand, we may not know what is needed for completing the inventory until
we complete an inventory under phase 1. NMOGA suggested that Phase 1 could include
Title V only, not top producers, and that we could have multiple tracks of rulemaking
going for the various phases.

Phase 1

Regarding the graphs, spreadsheet and table that Brad sent out (OCD top 100 producers,
and NMED Title V permit holders in oil & gas sector): Conoco-Phillips and BP are the
only 2 companies that appear on the producer and Title V list [post-meeting correction by
NMED: ConocoPhillips, Marathon, and Yates Petroleum appear to be the companies on
both lists] . There is not a lot of overlap between producers (upstream) and Title V
(mostly midstream). This was verified by industry reps.

Erik Schlenker-Goodrich and Tom Singer questioned the lack of 3™-party verification
and general purpose and direction of mandatory reporting rule. Will the mandatory
reporting follow the same format as the multi-state registry? Lany and Brad indicated
that the multi-state registry will have two functions: 1) voluntary registry with entity-
wide reporting, strict protocols and third-party verification, and 2) serve as a policy-
neutral platform for any state’s mandatory reporting program. The NM mandatory
program as proposed would not include some of the voluntary multi-state components,
such as 3" party verification. The NM mandatory program to be established by this
rulemaking is for emissions inventory improvement. Third-party verification is needed
for baseline protection and/or emissions trading, which will not be supported by the
mandatory reporting created by this rule. Emissions trading, when it’s developed, will
likely require additional rulemaking in the future.

Brad outlined 3 categories:

1. Top oil and gas producers entity-wide: industry representatives present
confirmed that it would be reasonable to report producer emissions entity-
wide. Some proposed site-by-site reporting; this was objected to by IPA
because of privacy issues and the onerous nature of this request.
Emissions from Tribal lands is not required, but could be accepted if
producers do not want to break out this entity-wide data.





CO2 is only pollutant inventoried in Phase 1.

Mandatory reporting of NMOGA’s proposed list of equipment.

Threshold for engines—it appears there is a gap in the distribution of data
between 350 and 450 hp range, so would 400 hp be a more appropriate
cut-off? NMED asked for information on the justification of the 500 hp
cut-off. Jennifer Knowlton explained that cutoffs were selected to include
sources already subject to federal recordkeeping requirements, such as for
MACT rules and that it would be less burdensome to add another
reporting requirement to these pieces of equipment.

Potential cutoff for top producers—Brad’s graphs show distribution.
NMED is interested in input on this. Threshold based on total BOE—
would this lose too much data? It was suggested that possible cutoffs
could be: 1) cutoff at #6 on total BOE, which gives 51% of BOE
production, and/or 2) next break is at #20 on total BOE, which gives 75%
of BOE production. A question was raised asking whether production in
BOE could be well correlated to emissions; the answer is not known, but
the mandatory reporting results will likely offer indications.

It was suggested that there are 2 different geological areas in NM (San
Juan vs. Permian). The top 8 companies cross 3 of the 4 subsectors in the
industry (oil/gas, SJ/Permian). NMED noted that reporter data would be
most useful in estimating non-reported emissions if reporting entities
included a range of types of production, field characteristics, etc, and
distinguish in their reports between emissions from each subsector.

Ownership vs. operational control. BP proposed reporting only
equipment for which the company has 100% operating interest.
NMOGA'’s proposal might not address this issue.

Production company position (on OCD ranking) may vary from year to
year and change a company’s standing under a production-based
applicability threshold. What effect will this have on company planning
and on usefulness of reported data to the agency? Further investigation of
the turnover of the top producers may clarify the importance of the issue.

Title V sources - three approaches are possible:

a. Only report CO2 emissions from equipment and operations at Title
V facilities,

b. Report on CO2 emissions at Title V facilities and also report
emissions from all other facilities owned by that entity or

c. Report on CO2 emissions at Title V facilities and also report
emissions from all equipment owned by the entity in New Mexico
that would be reported by the top producers





The group preferred requiring Title V companies to report all CO2 from
all combustion sources included in Title V EI reports, all CO2 vented at
Title V source, and entity-wide reporting of NMOGA equipment list.
For refineries, evaluate emission points to be included based on available
protocols — we will do this in more detail in a separate meeting.

3. CO2 production and transport
OCD does not include CO2 production in compiling their top producer
list. NMED would like the rule to include major producers and
transporters of CO2 even if they are not Title V or on OCD top producer
list. NMED solicits ideas for an applicability threshold for this category.
NMED envisions that applicable sources in this category would report all
CO2 from combustion and venting/leaks.

Next steps
NMED will try to get out a new strawman proposal ASAP.

Related NMED Initiative

NMED will meet with stakeholders on April 25 to discuss their study of GHG
emissions reductions measures for oil and gas production and processing. NMED
originally thought we would do this at 3 PM, immediately following the OCD
meeting on CO2 capture and sequestration. NMED is trying to get our meeting
moved to before the OCD meeting, for convenience of those not attending the
OCD meeting.






from Excel file with oil and gas production data & NMED analysis
state total gas mef  1,593,225,218 1,612,155,852
NEW MEXICO OIL CONSERVATION DIVISION
2005 VS 2004 GAS PRODUCTION BY OPERATOR 2005
RANK OGRID RANK cumul production  cumul pct]
2005 CODE OPERATOR GAS (mcf) 2005 2004 GAS (mcf) 2004 CHANGE mcf of total|
1 14538 BURLINGTON RESOURCES OIL & GAS COMPANY LP 359,511,436 1 383,987,887 (24,476,451) 359,511,436 22.30%
2 217817 CONOCOPHILLIPS COMPANY 232,738,337 2 231,891,560 846,777 592,249,773 36.74%
3 778 BP AMERICA PRODUCTION COMPANY 104,466,568 4 109,190,368 (4,723,800) 696,716,341 43.22%
4 6137 DEVON ENERGY PRODUCTION COMPANY, LP 102,884,733 3 117,036,473 (14,151,740) 799,601,074 49.60%
5 25575 YATES PETROLEUM CORPORATION 63,525,893 5 71,445,018 (7.919,125) 863,126,967 53.54%
6 XTO ENERGY, INC. 167067 & 5380 49,118,638 44,178,405 912,245,605 56.59%
7 162928 ENERGEN RESOURCES CORPORATION 45,933,687 10 39,858,346 6,075,341 958,179,292 59.43%
8 120782 WILLIAMS PRODUCTION COMPANY, LLC 42,985,984 9 41,302,855 1,683,129 1,001,165,276 62.10%
9 4323 CHEVRON U SA INC 39,774,982 7 42,292,711 (2,517,729) 1,040,940,258 64.57%
10 14021 MARATHON OIL CO 31,334,235 6 45,295,385 (13,961,150) 1,072,274,493 66.51%
11 14744 MEWBOURNE OIL CO 24,892,097 14 17,131,367 7,760,730 1,097,166,590 68.06%
12 180514 EL PASO E&P COMPANY, LP 24,753,457 12 19,510,108 5,243,349 1,121,920,047 69.59%
13 157984 OCCIDENTAL PERMIAN LTD 24,106,741 13 17,296,797 6,809,944 1,146,026,788 71.09%
14 192463 OXY USA WTP LIMITED PARTNERSHIP 22,082,355 20 10,989,121 11,093,234 1,168,109,143 72.46%
15 14049 MARBOB ENERGY CORP 21,861,596 11 20,008,075 1,853,521 1,189,970,739 73.81%
16 PURE RESOURCES LP 189071 & 150628 19,240,753 20,390,129 1,209,211,492 75.01%
17 162683 CIMAREX ENERGY CO OF COLORADO 17,962,014 17 14,360,345 3,601,669 1,227,173,506 76.12%
18 147179 CHESAPEAKE OPERATING, INC. 17,949,357 19 12,137,298 5,812,059 1,245,122,863 77.23%
19 7377 EOG RESOURCES INC 15,373,236 16 14,465,959 907,277 1,260,496,099 78.19%
20 873 APACHE CORP 14,203,440 15 14,873,529 (670,089) 1,274,699,539 79.07%
21 12807 KOCH EXPLORATION COMPANY, LLC 12,776,527 61 2,172,062 10,604,465 1,287,476,066 79.86%
22 225711 PEOPLES ENERGY PRODUCTION-TEXAS, L.P. 11,448,273 22 10,451,894 996,379 1,298,924,339 80.57%
23 9812 HEC PETROLEUM, INC 10,432,144 23 10,334,059 98,085 1,309,356,483 81.22%
24 15742 NEARBURG PRODUCING CO 9,771,248 21 10,550,492 (779,244) 1,319,127,731 81.82%
25 17891 POGO PRODUCING CO 9,492,811 28 8,061,325 1,431,486 1,328,620,542 82.41%
26 13837 MACK ENERGY CORP 8,825,660 24 9,231,104 (405,444) 1,337,446,202 82.96%
27 6515 DUGAN PRODUCTION CORP 8,658,285 27 8,085,531 572,754 1,346,104,487 83.50%
28 1801 BEPCO, LP 8,543,731 25 9,043,808 (500,077) 1,354,648,218 84.03%
29 13925 BLACK HILLS GAS RESOURCES, INC. 8,189,546 31 6,937,336 1,252,210 1,362,837,764 84.54%
30 14634 MERRION OIL & GAS CORP 6,665,541 26 8,381,805 (1,716,264) 1,369,503,305 84.95%
31 3824 CAULKINS OIL CO 6,653,035 33 6,727,666 (74,631) 1,376,156,340 85.36%
32 12024 JOHN H HENDRIX CORP 6,546,124 32 6,871,304 (325,180) 1,382,702,464 85.77%
33 173252 PATINA SAN JUAN INCORPORATED 6,442,910 36 5,631,805 811,105 1,389,145,374 86.17%
34 12558 KERR-MCGEE OIL & GAS ONSHORE LP 6,296,699 29 7,380,498 (1,083,799) 1,395,442,073 86.56%
35 222374 CDXRIO, LLC 6,145,608 34 6,255,520 (109,912) 1,401,587,681 86.94%
36 155615 NADEL AND GUSSMAN PERMIAN, LLC 5,920,348 40 5,264,961 655,387 1,407,508,029 87.31%
37 149052 ELM RIDGE EXPLORATION COMPANY LLC 5,860,256 35 5,709,593 150,663 1,413,368,285 87.67%
38 131994 FOUR STAR OIL & GAS CO 5,403,139 38 5,508,419 (105,280) 1,418,771,424 88.00%
39 169355 DEVON LOUISIANA CORPORATION 5,300,586 46 4,662,098 638,488 1,424,072,010 88.33%
40 229938 LANCE OIL & GAS COMPANY, INC. 5,266,734 88 1,264,625 4,002,109 1,429,338,744 88.66%
41 151416 FASKEN OIL & RANCH LTD 5,205,218 37 5,603,936 (398,718) 1,434,543,962 88.98%
42 495 AMERADA HESS CORP 5,150,554 48 4,586,787 563,767 1,439,694,516 89.30%
43 20165 SAMSON RESOURCES CO 5,080,537 44 4,781,166 299,371 1,444,775,053 89.62%
44 233194 POGO PRODUCING (SAN JUAN) COMPANY 4,964,321 1,449,739,374 89.93%
45 4838 COLEMAN OIL & GAS INC 4,450,092 42 4,914,010 (463,918) 1,454,189,466 90.20%
46 25773 DOMINION OKLAHOMA TEXAS EXPL. & PROD INC 4,181,867 47 4,604,344 (422,477) 1,458,371,333 90.46%
47 4378 CHI OPERATING INC 3,970,891 51 3,522,407 448,484 1,462,342,224 90.71%
48 15363 MURCHISON OIL & GAS INC 3,492,050 49 4,065,676 (573,626) 1,465,834,274 90.92%
49 227001 LATIGO PETROLEUM, INC. 2,901,980 67 1,911,926 990,054 1,468,736,254 91.10%
50 150182 ROBERT L BAYLESS PRODUCER LLC 2,817,776 58 2,560,562 257,214 1,471,554,030 91.28%
51 10179 HARVEY E YATES CO 2,656,674 53 3,167,119 (510,445) 1,474,210,704 91.44%
52 227588 RANGE OPERATING NEW MEXICO INC 2,650,086 115 602,146 2,047,940 1,476,860,790 91.61%
53 18917 READ & STEVENS INC 2,490,213 55 2,724,308 (234,095) 1,479,351,003 91.76%
54 6473 DOYLE HARTMAN 2,470,489 54 3,144,684 (674,195) 1,481,821,492 91.92%
55 22044 MCELVAIN OIL AND GAS PROPERTIES INC 2,394,695 76 1,632,239 862,456 1,484,216,187 92.06%
56 7147 ELK OIL CO 2,364,628 57 2,601,178 (236,550) 1,486,580,815 92.21%
57 962 ARCH PETROLEUM INC 2,136,193 59 2,379,804 (243,611) 1,488,717,008 92.34%
58 215758 PECOS PRODUCTION COMPANY 2,097,184 41 5,258,958 (3,161,774) 1,490,814,192 92.47%
59 3002 BTA OIL PRODUCERS 2,079,288 66 1,956,834 122,454 1,492,893,480 92.60%
60 9338 GREAT WESTERN DRILLING CO 2,045,058 68 1,811,462 233,596 1,494,938,538 92.73%
61 25513 YATES DRILLING CO 2,044,629 56 2,695,326 (650,697) 1,496,983,167 92.86%
62 148381 MISSION RESOURCES CORPORATION 1,988,454 69 1,781,928 206,526 1,498,971,621 92.98%
63 164070 PALADIN ENERGY CORP 1,872,945 92 1,069,847 803,098 1,500,844,566 93.10%
64 13998 MARALEX RESOURCES INC 1,789,635 81 1,445,051 344,584 1,502,634,201 93.21%
65 7673 EXXON MOBIL CORPORATION 1,709,214 65 1,994,413 (285,199) 1,504,343,415 93.31%
66 141852 M & G DRLG CO INC 1,704,518 74 1,659,931 44,587 1,506,047,933 93.42%
67 143199 ENERVEST OPERATING L.L.C. 1,687,879 1,507,735,812 93.52%
68 19958 STEPHENS & JOHNSON OP CO 1,684,046 75 1,695,367 88,679 1,509,419,858 93.63%
69 15445 MYCO INDUSTRIES INC 1,648,931 70 1,759,310 (110,379) 1,511,068,789 93.73%
70 3411 DOMINION EXPLORATION & PRODUCTION,INC. 1,625,204 72 1,721,493 (96,289) 1,612,693,993 93.83%
71 12361 KAISER-FRANCIS OIL CO 1,535,205 91 1,085,918 449,287 1,514,229,198 93.93%
72 37197 WEST LARGO CORP 1,484,163 86 1,325,187 158,976 1,615,713,361 94.02%
73 115970 UNIT PETROLEUM CO 1,429,741 80 1,481,139 (51,398) 1,517,143,102 94.11%
74 36845 RODDY PRODUCTION CO INC 1,398,440 82 1,367,137 31,303 1,518,541,542 94.19%
75 14591 MERIT ENERGY CO 1,331,473 73 1,667,970 (336,497) 1,619,873,015 94.28%
76 6742 ECHO PRODUCTION INC 1,330,492 159 271,905 1,058,587 1,621,203,507 94.36%
7 12672 HALLADOR PETROLEUM LLP 1,235,832 84 1,339,441 (103,609) 1,522,439,339 94.43%
78 149678 KUKUI OPERATING COMPANY 1,226,123 87 1,296,329 (70,206) 1,623,665,462 94.51%
79 141928 PATTERSON PETROLEUM LP 1,175,529 64 2,026,794 (851,265) 1,524,840,991 94.58%
80 188483 PHOENIX HYDROCARBONS OPERATING CORP 1,171,855 83 1,345,136 (173,281) 1,526,012,846 94.66%
81 24471 WADI PETROLEUM INC 1,152,459 63 2,094,929 (942,470) 1,627,165,305 94.73%
82 24010 V-F PETROLEUM INC 1,143,548 98 948,520 195,028 1,528,308,853 94.80%
83 148394 VERNON E. FAULCONER, INC. 1,137,670 96 963,773 173,897 1,529,446,523 94.87%
84 14424 MCKAY OIL CORP 1,125,922 89 1,245,857 (119,935) 1,630,572,445 94.94%
85 5898 DAVID H ARRINGTON OIL & GAS INC 1,096,501 7 1,510,513 (414,012) 1,631,668,946 95.01%
86 6224 DINERO OPERATING CO 1,084,950 152 321,132 763,818 1,632,753,896 95.07%
87 13931 MANANA GAS INC 1,081,493 125 522,999 558,494 1,633,835,389 95.14%
88 2096 BENSON-MONTIN-GREER DRILLING CORP 1,044,711 94 990,830 53,881 1,534,880,100 95.21%
89 3659 CAPATAZ OPERATING INC 1,043,013 85 1,336,758 (293,745) 1,635,923,113 95.27%
90 2799 BRECK OPERATING CORP 984,062 95 977,869 6,193 1,636,907,175 95.33%
91 25616 ZIA ENERGY INC 983,869 71 1,745,772 (761,903) 1,637,891,044 95.39%
92 4537 CITATION OIL & GAS CORP 978,367 90 1,108,874 (130,507) 1,538,869,411 95.45%
93 17985 PREMIER OIL & GAS INC 972,311 100 928,186 44,125 1,639,841,722 95.51%
94 23846 QUESTAR EXPLORATION & PRODUCTION CO 972,075 97 961,807 10,268 1,540,813,797 95.57%
95 173413 E G L RESOURCES INC 922,301 62 2,171,923 (1,249,622) 1,541,736,098 95.63%
96 5578 D J SIMMONS INC 908,871 93 1,019,235 (110,364) 1,542,644,969 95.69%
97 229137 COG OPERATING LLC 902,619 314 44,507 858,112 1,543,547,588 95.74%
98 14462 ME-TEX OIL & GAS INC 881,504 102 869,274 12,230 1,544,429,092 95.80%

As of June 9, 2006
Operators with multiple names/locations show separately
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from Excel file with oil and gas production data

"& NMED analysis

state total oil bbls

60,728,991

NEW MEXICO OIL CONSERVATION DIVISION

64,519,670

2005 VS 2004 OIL PRODUCTION BY OPERATOR 2005
RANK OGRID RANK cumul production cumul pct]
2005 CODE OPERATOR OIL (bbls) 2005 2004 OIL (bbls) 2004 CHANGE bbls of totall
1 4323 CHEVRON U SA INC 5,558,740 1 6,610,569 (1,051,829) 5,558,740 8.62%
2 157984 OCCIDENTAL PERMIAN LTD 4,102,269 4 3,693,463 408,806 9,661,009 14.97%
3 217817 CONOCOPHILLIPS COMPANY 3,998,197 2 4,129,682 (131,485) 13,659,206 21.17%
4 14049 MARBOB ENERGY CORP 3,382,616 5 3,481,132 (98,516) 17,041,822 26.41%
5 6137 DEVON ENERGY PRODUCTION COMPANY, LP 2,931,948 3 4,098,117 (1,166,169) 19,973,770 30.96%
6 25575 YATES PETROLEUM CORPORATION 2,637,241 6 3,147,525 (510,284) 22,611,011 35.05%
7 147179 CHESAPEAKE OPERATING, INC. 2,196,878 8 2,096,044 100,834 24,807,889 38.45%
8 13837 MACK ENERGY CORP 2,012,187 7 2,231,875 (219,688) 26,820,076 41.57%
9 17891 POGO PRODUCING CO 1,820,579 10 1,857,274 (36,695) 28,640,655 44.39%
10 XTO ENERGY, INC. 167067 & 5380 1,650,094 697,461 30,290,749 46.95%
11 495 AMERADA HESS CORP 1,583,223 12 1,636,403 (53,180) 31,873,972 49.40%
12 873 APACHE CORP 1,631,265 13 1,587,422 (56,157) 33,405,237 51.78%
13 7377 EOG RESOURCES INC 1,466,331 11 1,794,982 (328,651) 34,871,568 54.05%
14 14021 MARATHON OIL CO 1,259,878 9 1,895,210 (635,332) 36,131,446 56.00%
15 192463 OXY USA WTP LIMITED PARTNERSHIP 1,146,732 33 328,799 817,933 37,278,178 57.78%
16 1801 BEPCO, LP 865,468 16 815,417 50,051 38,143,646 59.12%
17 162928 ENERGEN RESOURCES CORPORATION 849,674 15 997,071 (147,397) 38,993,320 60.44%
18 162683 CIMAREX ENERGY CO OF COLORADO 824,128 17 802,925 21,203 39,817,448 61.71%
19 15742 NEARBURG PRODUCING CO 765,667 14 997,559 (231,892) 40,583,115 62.90%
20 154903 ST. MARY LAND & EXPLORATION COMPANY 686,297 20 714,562 (28,265) 41,269,412 63.96%
21 778 BP AMERICA PRODUCTION COMPANY 679,798 18 720,327 (40,529) 41,949,210 65.02%
22 14538 BURLINGTON RESOURCES OIL & GAS COMPANY LP 625,007 21 642,210 (17,203) 42,574,217 65.99%
23 227103 PLATINUM EXPLORATION INC 581,429 87 85,325 496,104 43,155,646 66.89%
24 3080 BURNETT OIL CO INC 521,566 25 482,199 39,367 43,677,212 67.70%
25 14744 MEWBOURNE OIL CO 460,001 19 717,830 (257,829) 44,137,213 68.41%
26 14591 MERIT ENERGY CO 408,468 24 506,351 (97,883) 44,545,681 69.04%
27 150628 PURE RESOURCES, LP 405,892 26 439,648 (33,756) 44,951,573 69.67%
28 962 ARCH PETROLEUM INC 383,302 27 433,722 (50,420) 45,334,875 70.27%
29 7673 EXXON MOBIL CORPORATION 374,062 28 424,640 (50,578) 45,708,937 70.84%
30 17985 PREMIER OIL & GAS INC 360,336 29 399,969 (39,633) 46,069,273 71.40%
31 22922 WISER OIL CO (THE) 343,192 30 392,579 (49,387) 46,412,465 71.94%
32 227588 RANGE OPERATING NEW MEXICO INC 308,699 51 184,200 124,499 46,721,164 72.41%
33 19958 STEPHENS & JOHNSON OP CO 306,592 37 289,590 17,002 47,027,756 72.89%
34 10179 HARVEY E YATES CO 299,492 32 351,487 (51,995) 47,327,248 73.35%
35 12024 JOHN H HENDRIX CORP 294,121 35 322,957 (28,836) 47,621,369 73.81%
36 4378 CHI OPERATING INC 281,578 41 256,887 24,691 47,902,947 74.25%
37 149052 ELM RIDGE EXPLORATION COMPANY LLC 273,580 42 246,102 27,478 48,176,527 74.67%
38 155453 HENRY PETROLEUM CORPORATION 270,119 38 276,560 (6,441) 48,446,646 75.09%
39 220420 ARENA RESOURCES, INC 262,773 60 142,111 120,662 48,709,419 75.50%
40 184860 MELROSE OPERATING COMPANY 259,217 47 214,331 44,886 48,968,636 75.90%
41 15144 MOBIL PRODUCING TEXAS & NEW MEXICO 256,031 23 540,544 (284,513) 49,224,667 76.29%
42 227001 LATIGO PETROLEUM, INC. 255,182 57 157,012 98,170 49,479,849 76.69%
43 21712 STRATA PRODUCTION CO 250,463 45 236,084 14,379 49,730,312 77.08%
44 151416 FASKEN OIL & RANCH LTD 249,562 39 273,626 (24,064) 49,979,874 77.46%
45 25706 CLAYTON WILLIAMS ENERGY INC 245,019 34 323,472 (78,453) 50,224,893 77.84%
46 20165 SAMSON RESOURCES CO 244,946 36 310,584 (65,638) 50,469,839 78.22%
47 113315 TEXLAND PETROLEUM-HOBBS, LLC 238,239 53 177,443 60,796 50,708,078 78.59%
48 20451 SDX RESOURCES INC 237,149 43 239,082 (1,933) 50,945,227 78.96%
49 164070 PALADIN ENERGY CORP 225,548 44 238,431 (12,883) 51,170,775 79.31%
50 3002 BTA OIL PRODUCERS 219,565 48 203,182 16,383 51,390,340 79.65%
51 18917 READ & STEVENS INC 198,461 46 223,862 (25,401) 51,588,801 79.96%
52 20054 SAGE ENERGY CO 187,710 49 197,237 (9.527) 51,776,511 80.25%
53 229137 COG OPERATING LLC 178,490 236 11,011 167,479 51,955,001 80.53%
54 193003 SDG RESOURCES, L.P. 178,399 56 158,111 20,288 52,133,400 80.80%
55 148111 SOUTHWESTERN ENERGY PRODUCTION COMPANY 172,837 68 125,396 47,441 52,306,237 81.07%
56 21355 SOUTHWEST ROYALTIES INC 169,336 50 185,442 (16,106) 52,475,573 81.33%
57 2936 BROTHERS PROD CO INC 164,524 59 147,718 16,806 52,640,097 81.59%
58 25773 DOMINION OKLAHOMA TEXAS EXPL. & PROD INC 163,380 52 181,312 (17,932) 52,803,477 81.84%
59 18862 RAY WESTALL 156,707 54 175,593 (18,886) 52,960,184 82.08%
60 2096 BENSON-MONTIN-GREER DRILLING CORP 143,641 67 126,435 17,206 53,103,825 82.31%
61 8041 FOREST OIL CORPORATION 142,074 64 130,238 11,836 53,245,899 82.53%
62 169355 DEVON LOUISIANA CORPORATION 136,914 55 162,567 (25,653) 53,382,813 82.74%
63 155615 NADEL AND GUSSMAN PERMIAN, LLC 129,685 58 152,431 (22,746) 53,512,498 82.94%
64 220397 MCGOWAN WORKING PARTNERS, INC 128,816 62 138,793 (9.977) 53,641,314 83.14%
65 10155 HARVARD PETROLEUM CORPORATION 118,660 65 128,765 (10,105) 53,759,974 83.32%
66 6515 DUGAN PRODUCTION CORP 114,058 66 127,342 (13,284) 53,874,032 83.50%
67 224376 MORIAH RESOURCES, INC. 110,467 73 107,391 3,076 53,984,499 83.67%
68 215758 PECOS PRODUCTION COMPANY 110,160 31 379,109 (268,949) 54,094,659 83.84%
69 231429 MANZANO LLC 106,328 54,200,987 84.01%
70 1903 BEACH EXPLORATION INC 106,128 116 52,583 53,545 54,307,115 84.17%
71 151323 PRIDE ENERGY COMPANY 104,323 97 68,765 35,558 54,411,438 84.33%
72 17213 PENROC OIL CORP 96,017 70 116,172 (20,155) 54,507,455 84.48%
73 16696 OXY USA INC 92,936 75 98,115 (5,.179) 54,600,391 84.63%
74 3659 CAPATAZ OPERATING INC 92,542 103 60,445 32,097 54,692,933 84.77%
75 1092 ARMSTRONG ENERGY CORP 90,484 85 86,718 3,766 54,783,417 84.91%
76 15445 MYCO INDUSTRIES INC 83,758 91 74,455 9,303 54,867,175 85.04%
7 14462 ME-TEX OIL & GAS INC 81,740 86 86,071 (4,331) 54,948,915 85.17%
78 143199 ENERVEST OPERATING L.L.C. 80,870 55,029,785 85.29%
79 13178 LAYTON ENTERPRISES INC 80,794 94 70,104 10,690 55,110,579 85.42%
80 11181 J CLEO THOMPSON 78,570 7 95,002 (16,432) 55,189,149 85.54%
81 6742 ECHO PRODUCTION INC 78,287 78 94,769 (16,482) 55,267,436 85.66%
82 11158 J C WILLIAMSON 78,247 82 88,017 (9,770) 55,345,683 85.78%
83 188483 PHOENIX HYDROCARBONS OPERATING CORP 77,792 80 90,983 (13,191) 55,423,475 85.90%
84 20497 SEELY OIL CO 76,174 74 99,345 (23.171) 55,499,649 86.02%
85 211128 TIPTON OIL & GAS ACQUISITIONS, INC. 75,334 125 47,351 27,983 55,574,983 86.14%
86 161859 KCS RESOURCES INC 74,550 71 107,618 (33,068) 55,649,533 86.25%
87 25513 YATES DRILLING CO 74,389 79 92,380 (17,991) 55,723,922 86.37%
88 180930 L E JONES OPERATING INC 72,081 136 41,974 30,107 55,796,003 86.48%
89 13645 LYNX PETROLEUM CONSULTANTS INC 71,792 76 97,941 (26,149) 55,867,795 86.59%
90 3044 BURGUNDY OIL & GAS OF N M INC 69,568 92 72,116 (2,548) 55,937,363 86.70%
91 21602 TRILOGY OPERATING INC 65,820 100 66,262 (442) 56,003,183 86.80%
92 20077 SAHARA OPERATING CO 65,671 93 71,388 (5,717) 56,068,854 86.90%
93 13300 LEWIS B BURLESON INC 64,970 122 49,357 15,613 56,133,824 87.00%
94 224400 EDGE PETROLEUM OPERATING COMPANY, INC. 62,394 304 4,732 57,662 56,196,218 87.10%
95 190667 JOURNEY OPERATING LLC 62,205 90 79,021 (16,816) 56,258,423 87.20%
96 22044 MCELVAIN OIL AND GAS PROPERTIES INC 61,032 114 52,907 8,125 56,319,455 87.29%
97 15262 MOREXCO INC 59,979 81 90,807 (30,828) 56,379,434 87.38%
98 151228 MAR OIL & GAS CORP. 59,673 101 63,138 (3,465) 56,439,107 87.48%
99 23846 QUESTAR EXPLORATION & PRODUCTION CO 58,614 99 66,292 (7.678) 56,497,721 87.57%

As of June 9, 2005
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from Excel file with oil and gas production data & NMED analysis

State totals 153,225,218 60,728,991 | 265537,536 | 326,266,527
cumul pet
OPERATOR GAS (mcf) 2005 OIL (bbls) 2005 Gas BOE SUM BOE BOE

1 BURLINGTON RESOURCES OIL & GASCOI 359,511,436 625007 50918573 60543580  18.56%)

2 CONOCOPHILLIPS COMPANY 232,738,337 3998107 38,789,723 42787920  31.67%

3 DEVON ENERGY PRODUCTION COMPANY 102,884,733 2,931,948 17,147,456 20,079,404 37.83%]

4 BP AMERICA PRODUCTION COMPANY 104,466,568 679,798 17,411,095 18,090,893 43.37%|

5 YATES PETROLEUM CORPORATION 63,525,893 2637241 10587,649 13224890  47.42%

6 CHEVRON U S A INC 39,774,982 5,558,740 6,629,164 12,187,904 51.16%!|

7 ENERGEN RESOURCES CORPORATION 45,933,687 849,674 7,655,615 8,505,289 53.77%]

8 OCCIDENTAL PERMIAN LTD 24,106,741 4,102,269 4,017,790 8,120,059 56.25%]

9 XTO ENERGY, INC. 167067 45,051,279 7,508,547 7508547 | 58.56%
10 WILLIAMS PRODUCTION COMPANY, LLC 42,985,984 7,164,331 7,164,331 60.75%!|
11 MARBOB ENERGY CORP 21,861,596 3,382,616 3,643,599 7,026,215 62.91%]
12 MARATHON OIL CO 31,334,235 1,259,878 5,222,373 6,482,251 64.89%]
13 CHESAPEAKE OPERATING, INC. 17,949,357 2196878 2991560 5188438 66.48%
14 OXY USA WTP LIMITED PARTNERSHIP 22,082,355 1,146,732 3,680,393 4,827,125 67.96%!|
15 MEWBOURNE OIL CO 24,892,097 460,001 4,148,683 4,608,684 69.37%]
16 EL PASO E&P COMPANY, LP 24,753,457 4,125,576 4,125,576 70.64%]
17 EOG RESOURCES INC 15,373,236 1466331 2562206 4028537 | 71.87%
18 APACHE CORP 14,203,440 1531265 2,367,240 3808505  73.07%
19 CIMAREX ENERGY CO OF COLORADO 17,962,014 824,128 2,993,669 3,817,797 74.24%]
20 MACK ENERGY CORP 8,825,660 2,012,187 1,470,943 3,483,130 75.31%]
21 POGO PRODUCING CO 9,492,811 1820579 1582135 3402714 76.35%
22 AMERADA HESS CORP 5,150,554 1,583,223 858,426 2,441,649 77.10%
23 NEARBURG PRODUCING CO 9,771,248 765,667 1,628,541 2,394,208 77.83%]
24 BEPCO, LP 8,543,731 865,468 1,423,955 2,289,423 78.53%]
25 KOCH EXPLORATION COMPANY, LLC 12,776,527 2,129,421 2120421 79.19%
26 PURE RESOURCES LP 189071 12,256,637 2,042,606 2042606 79.81%
27 PEOPLES ENERGY PRODUCTION-TEXAS, | 11,448,273 1,908,046 1,908,046 80.40%]
28 HEC PETROLEUM, INC 10,432,144 1,738,691 1,738,691 80.93%]
29 PURE RESOURCES, LP 150628 6,985,116 405892 1164186 1570078 BL41%|
30 DUGAN PRODUCTION CORP 8,658,285 114,058 1,443,048 1,557,106 81.89%|
31 XTO ENERGY, INC 5380 1,508,516 - 1,508,516 82.35%]
32 JOHN H HENDRIX CORP 6,546,124 294,121 1,091,021 1,385,142 82.77%]
33 BLACK HILLS GAS RESOURCES, INC. 8,189,546 1,364,924 1364924 83.19%)
34 ELM RIDGE EXPLORATION COMPANY LL! 5,860,256 273,580 976,709 1,250,289 83.58%|
35 FASKEN OIL & RANCH LTD 5,205,218 249,562 867,536 1,117,098 83.92%]
36 NADEL AND GUSSMAN PERMIAN, LLC 5,920,348 129,685 986,725 1,116,410 84.26%]
37 MERRION OIL & GAS CORP 6,665,541 1,110924 1110924 84.60%)
38 CAULKINS OIL CO 6,653,035 1,108,839 1108839 84.94%)
39 SAMSON RESOURCES CO 5,080,537 244,946 846,756 1,091,702 85.28%]
40 PATINA SAN JUAN INCORPORATED 6,442,910 1,073,818 1,073,818 85.61%]
41 KERR-MCGEE OIL & GAS ONSHORE LP 6,296,699 1,049,450 1049450 85.93%)
42 CDXRIO, LLC 6,145,608 1,024,268 1024268 86.24%)
43 DEVON LOUISIANA CORPORATION 5,300,586 136,914 883,431 1,020,345 86.55%]
44 CHI OPERATING INC 3,970,891 281,578 661,815 943,393 86.84%]
45 FOUR STAR OIL & GAS CO 5403139 900,523 900523 87.12%)
46 LANCE OIL & GAS COMPANY, INC. 5,266,734 877,789 877,789 87.39%|
47 DOMINION OKLAHOMA TEXAS EXPL. & P 4,181,867 163,380 696,978 860,358 87.65%]
48 POGO PRODUCING (SAN JUAN) COMPANY 4,964,321 827,387 827,387 87.90%]
49 RANGE OPERATING NEW MEXICO INC 2,650,086 308,699 441,681 750380 88.13%
50 HARVEY E YATES CO 2,656,674 299,492 442,779 742,271 88.36%|
51 COLEMAN OIL & GAS INC 4,450,092 741,682 741,682 88.59%]
52 ARCH PETROLEUM INC 2,136,193 383,302 356,032 739,334 88.82%]
53 LATIGO PETROLEUM, INC 2,901,980 255,182 483,663 738845 89.04%
54 ST. MARY LAND & EXPLORATION COMPANY 686,297 - 686,297 89.25%!
55 XTO ENERGY, INC 5380 4,067,359 677,893 677,893 89.46%]
56 EXXON MOBIL CORPORATION 1,709,214 374,062 284,869 658,931 89.66%]
57 MERIT ENERGY CO 1331473 408.468 221,012 630,380 89.86%)
58 READ & STEVENS INC 2490213 108,461 415,036 613497 90.04%|
59 STEPHENS & JOHNSON OP CO 1,684,046 306,592 280,674 587,266 90.22%]
60 MURCHISON OIL & GAS INC 3,492,050 582,008 582,008 90.40%]
61 PLATINUM EXPLORATION INC 581,429 - 581429 90.58%)
62 BTA OIL PRODUCERS 2,079,288 219565 346,548 566,113 90.75%)
63 PALADIN ENERGY CORP 1,872,945 225,548 312,158 537,706 90.92%]
64 PREMIER OIL & GAS INC 972,311 360,336 162,052 522,388 91.08%]
65 BURNETT OIL CO INC 521,566 - 521566 91.24%)
66 ROBERT L BAYLESS PRODUCER LLC 2,817,776 469,629 469,629 91.38%|
67 MCELVAIN OIL AND GAS PROPERTIES IN( 2,394,695 61,032 399,116 460,148 91.52%]
68 PECOS PRODUCTION COMPANY 2,097,184 110,160 349,531 459,691 91.66%]
69 YATES DRILLING CO 2,044,629 74,389 340,772 415161 91.79%)
70 DOYLE HARTMAN 2,470,489 411,748 411,748 91.92%!|
71 ELK OIL CO 2,364,628 394,105 394,105 92.04%]
72 ENERVEST OPERATING L.L.C. 1,687,879 80,870 281,313 362,183 92.15%]
73 MYCO INDUSTRIES INC 1,648,931 83,758 274,822 368580 92.26%)
74 WISER OIL CO (THE) 343,192 - 343102 92.37%
75 GREAT WESTERN DRILLING CO 2,045,058 340,843 340,843 92.47%]
76 MISSION RESOURCES CORPORATION 1,988,454 331,409 331,409 92.57%]
77 COG OPERATING LLC 902,619 178,490 150437 328927 92.67%)
78 BENSON-MONTIN-GREER DRILLING CORP 1,044,711 143,641 174,119 317,760 92.77%!|
79 ECHO PRODUCTION INC 1,330,492 78,287 221,749 300,036 92.86%]
80 MARALEX RESOURCES INC 1,789,635 298,273 298,273 92.95%]
81 M &G DRLG CO INC 1704518 284,086 284,086 93.04%)
82 PHOENIX HYDROCARBONS OPERATING C 1,171,855 77,792 195,309 273,101 93.12%!|
83 DOMINION EXPLORATION & PRODUCTIOI 1,625,204 270,867 270,867 93.21%]
84 HENRY PETROLEUM CORPORATION 270,119 - 270,119 93.29%]
85 CAPATAZ OPERATING INC 1,043,013 92,542 173836 266,378 93.37%|
86 ARENA RESOURCES, INC 262,773 - 262,773 93.45%)
87 MELROSE OPERATING COMPANY 259,217 - 259,217 93.53%]
88 MOBIL PRODUCING TEXAS & NEW MEXICO 256,031 - 256,031 93.61%]
89 KAISER-FRANCIS OIL CO 1535,208 255,868 255,868 93.60%)
90 STRATA PRODUCTION CO 250,463 - 250463 93.76%)
91 WEST LARGO CORP 1,484,163 247,361 247,361 93.84%]
92 CLAYTON WILLIAMS ENERGY INC 245,019 - 245,019 93.92%]
93 UNIT PETROLEUM CO 1,429,741 238,290 238290 | 93.99%
94 TEXLAND PETROLEUM-HOBBS, LLC 238,239 - 238,239 94.06%!|
95 SDX RESOURCES INC 237,149 - 237,149 94.13%]
96 RODDY PRODUCTION CO INC 1,398,440 233,073 233,073 94.21%]
97 ME-TEX OIL & GAS INC 881,504 81,740 146917 228657 94.28%)
98 QUESTAR EXPLORATION & PRODUCTION 972,075 58,614 162,013 220,627 94.34%|
99 HALLADOR PETROLEUM LLP 1,235,832 205,972 205,972 94.41%]
100 KUKUI OPERATING COMPANY 1,226,123 204,354 204,354 94.47%|
101 PATTERSON PETROLEUM LP 1,175,529 195922 105922 94.53%
102 WADI PETROLEUM INC 1,152,459 192,077 192,077 94.59%!|
103 V-F PETROLEUM INC 1,143,548 190,591 190,591 94.65%]
104 VERNON E. FAULCONER, INC. 1,137,670 189,612 189,612 94.70%]
105/ SAGE ENERGY CO 187,710 - 187710 94.76%
106 MCKAY OIL CORP 1,125,922 187,654 187,654 94.82%!|
107 DAVID H ARRINGTON OIL & GAS INC 1,096,501 182,750 182,750 94.88%]
108 DINERO OPERATING CO 1,084,950 180,825 180,825 94.93%]
109 MANANA GAS INC 1,081,493 180,249 180249 94.99%
110 SDG RESOURCES, L.P. 178,399 - 178399 95.04%
111 SOUTHWESTERN ENERGY PRODUCTION COMPANY 172,837 - 172,837 95.09%]
112 SOUTHWEST ROYALTIES INC 169,336 - 169,336 95.15%]
113 BROTHERS PROD CO INC 164524 - 164524 95.20%
114 BRECK OPERATING CORP 984,062 164,010 164,010 95.25%!|
115 ZIA ENERGY INC 983,869 163,978 163,978 95.30%]
116 CITATION OIL & GAS CORP 978,367 163,061 163,061 95.35%]
117 RAY WESTALL 156,707 - 156,707 95.39%
118 E G L RESOURCES INC 922,301 153,717 153,717 95.44%|
119 D J SIMMONS INC 908,871 151,479 151,479 95.49%|
120 FOREST OIL CORPORATION 142,074 - 142,074 95.53%]
121 XTO ENERGY, INC. 167067 141578 - 141578 95.58%
122 MCGOWAN WORKING PARTNERS, INC 128,816 - 128,816 95.61%!|
123 HARVARD PETROLEUM CORPORATION 118,660 - 118,660 95.65%]
124 MORIAH RESOURCES, INC. 110,467 - 110,467 95.69%]
125 MANZANO LLC 106,328 - 106328 95.72%
126 BEACH EXPLORATION INC 106,128 - 106,128 95.75%!|
127 PRIDE ENERGY COMPANY 104,323 - 104,323 95.78%]
128 PENROC OIL CORP 96,017 - 96,017 95.81%]
129 OXY USA INC 92,936 - 92036 95.84%)
130 ARMSTRONG ENERGY CORP 90,484 - 90,484 95.87%|
131 LAYTON ENTERPRISES INC 80,794 - 80,794 95.89%]
132 ) CLEO THOMPSON 78,570 - 78,570 95.92%|
133J C WILLIAMSON 78,247 - 78247 95.94%)
134 SEELY OIL CO 76,174 - 76,174 95.96%!|
135 TIPTON OIL & GAS ACQUISITIONS, INC. 75,334 - 75,334 95.99%]
136 KCS RESOURCES INC 74,550 - 74,550 96.01%]
137|L E JONES OPERATING INC 72,081 - 72,081 96.03%)
138 LYNX PETROLEUM CONSULTANTS INC 71,792 - 71,792 96.05%|
139 BURGUNDY OIL & GAS OF N M INC 69,568 - 69,568 96.08%]
140 TRILOGY OPERATING INC 65,820 - 65,820 96.10%]
141 SAHARA OPERATING CO 65,671 - 65671 96.12%)
142 LEWIS B BURLESON INC 64,970 - 64,970 96.14%|
143 EDGE PETROLEUM OPERATING COMPANY, INC. 62,394 - 62,394 96.15%]
144 JOURNEY OPERATING LLC 62,205 - 62,205 96.17%]
145 MOREXCO INC 50,079 - 50,079 96.19%)

146 MAR OIL & GAS CORP 59,673 - 59,673 96.21%|
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from Excel file with oil and gas production data & NMED analysis

state totals 1,593,225,218 60,728,991 | 265,537,536 326,266,527 pet of total oil of BOE top 50
cumul pet
OPERATOR GAS (mcf) 2005 OIL (bbls) 2005 Gas BOE  SUMBOE  BOE

1 BURLINGTON RESOURCES OIL & GAS CON 359,511,436 625,007 59,918,573 60,543,580 18.56%

2 CONOCOPHILLIPS COMPANY 232,738,337 3,998,197 38,789,723 42,787,920 31.67%

3 DEVON ENERGY PRODUCTION COMPANY. 102,884,733 2,931,948 17,147,456 20,079,404 37.83%

4 BP AMERICA PRODUCTION COMPANY 104,466,568 679,798 17,411,095 18,090,893 43.37%

5 YATES PETROLEUM CORPORATION 63,525,893 2,637,241 10,587,649 13,224,890 47.42%

6 CHEVRON U S A INC 39,774,982 5,558,740 6,629,164 12,187,904 51.16%

7 ENERGEN RESOURCES CORPORATION 45,933,687 849,674 7,655,615 8,505,289 53.77%

8 XTO ENERGY, INC. 167067 & 5380 49,118,638 141,578 8,186,440 8,328,018 56.32%

9 OCCIDENTAL PERMIAN LTD 24,106,741 4,102,269 4,017,790 8,120,059 58.81%
10 WILLIAMS PRODUCTION COMPANY, LLC 42,985,984 7,164,331 7,164,331 61.00%
11 MARBOB ENERGY CORP 21,861,596 3,382,616 3,643,599 7,026,215 63.16%
12 MARATHON OIL CO 31,334,235 1,259,878 5,222,373 6,482,251 65.14%
13 CHESAPEAKE OPERATING, INC. 17,949,357 2,196,878 2,991,560 5,188,438 66.73%
14 OXY USA WTP LIMITED PARTNERSHIP 22,082,355 1,146,732 3,680,393 4,827,125 68.21%
15 MEWBOURNE OIL CO 24,892,097 460,001 4,148,683 4,608,684 69.63%
16 EL PASO E&P COMPANY, LP 24,753,457 4,125,576 4,125,576 70.89%
17 EOG RESOURCES INC 15,373,236 1,466,331 2,562,206 4,028,537 72.12%
18 APACHE CORP 14,203,440 1,531,265 2,367,240 3,898,505 73.32%
19 CIMAREX ENERGY CO OF COLORADO 17,962,014 824,128 2,993,669 3,817,797 74.49%
20 PURE RESOURCES LP 189071 & 150628 19,240,753 405,892 3,206,792 3,612,684 75.60%
21 MACK ENERGY CORP 8,825,660 2,012,187 1,470,943 3,483,130 76.66%
22 POGO PRODUCING CO 9,492,811 1,820,579 1,582,135 3,402,714 77.71%
23 AMERADA HESS CORP 5,150,554 1,583,223 858,426 2,441,649 78.46%
24 NEARBURG PRODUCING CO 9,771,248 765,667 1,628,541 2,394,208 79.19%
25 BEPCO, LP 8,543,731 865,468 1,423,955 2,289,423 79.89%
26 KOCH EXPLORATION COMPANY, LLC 12,776,527 2,129,421 2,129,421 80.54%
27 PEOPLES ENERGY PRODUCTION-TEXAS, L 11,448,273 1,908,046 1,908,046 81.13%
28 HEC PETROLEUM, INC 10,432,144 1,738,691 1,738,691 81.66%
29 DUGAN PRODUCTION CORP 8,658,285 114,058 1,443,048 1,557,106 82.14%
30 XTO ENERGY, INC 5380 1,508,516 - 1,508,516 82.60%
31 JOHN H HENDRIX CORP 6,546,124 294,121 1,091,021 1,385,142 83.03%
32 BLACK HILLS GAS RESOURCES, INC. 8,189,546 1,364,924 1,364,924 83.44%
33 ELM RIDGE EXPLORATION COMPANY LLC 5,860,256 273,580 976,709 1,250,289 83.83%
34 FASKEN OIL & RANCH LTD 5,205,218 249,562 867,536 1,117,098 84.17%
35 NADEL AND GUSSMAN PERMIAN, LLC 5,920,348 129,685 986,725 1,116,410 84.51%
36 MERRION OIL & GAS CORP 6,665,541 1,110,924 1,110,924 84.85%
37 CAULKINS OIL CO 6,653,035 1,108,839 1,108,839 85.19%
38 SAMSON RESOURCES CO 5,080,537 244,946 846,756 1,091,702 85.53%
39 PATINA SAN JUAN INCORPORATED 6,442,910 1,073,818 1,073,818 85.86%
40 KERR-MCGEE OIL & GAS ONSHORE LP 6,296,699 1,049,450 1,049,450 86.18%
41 CDXRIO, LLC 6,145,608 1,024,268 1,024,268 86.49%
42 DEVON LOUISIANA CORPORATION 5,300,586 136,914 883,431 1,020,345 86.80%
43 CHI OPERATING INC 3,970,891 281,578 661,815 943,393 87.09%
44 FOUR STAR OIL & GAS CO 5,403,139 900,523 900,523 87.37%
45 LANCE OIL & GAS COMPANY, INC. 5,266,734 877,789 877,789 87.64%
46 DOMINION OKLAHOMA TEXAS EXPL. & PF 4,181,867 163,380 696,978 860,358 87.90%
47 POGO PRODUCING (SAN JUAN) COMPANY 4,964,321 827,387 827,387 88.16%
48 RANGE OPERATING NEW MEXICO INC 2,650,086 308,699 441,681 750,380 88.39%
49 HARVEY E YATES CO 2,656,674 299,492 442,779 742,271 88.61%
50 COLEMAN OIL & GAS INC 4,450,092 741,682 741,682 88.84%
51 ARCH PETROLEUM INC 2,136,193 383,302 356,032 739,334 89.07%
52 LATIGO PETROLEUM, INC. 2,901,980 255,182 483,663 738,845 89.29%
53 ST. MARY LAND & EXPLORATION COMPANY 686,297 - 686,297 89.50%
54 EXXON MOBIL CORPORATION 1,709,214 374,062 284,869 658,931 89.71%
55 MERIT ENERGY CO 1,331,473 408,468 221912 630,380 89.90%
56 READ & STEVENS INC 2,490,213 198,461 415,036 613,497 90.09%
57 STEPHENS & JOHNSON OP CO 1,684,046 306,592 280,674 587,266 90.27%
58 MURCHISON OIL & GAS INC 3,492,050 582,008 582,008 90.45%
59 PLATINUM EXPLORATION INC 581,429 - 581,429 90.62%
60 BTA OIL PRODUCERS 2,079,288 219,565 346,548 566,113 90.80%
61 PALADIN ENERGY CORP 1,872,945 225,548 312,158 537,706 90.96%
62 PREMIER OIL & GAS INC 972,311 360,336 162,052 522,388 91.12%
63 BURNETT OIL CO INC 521,566 - 521,566 91.28%
64 ROBERT L BAYLESS PRODUCER LLC 2,817,776 469,629 469,629 91.43%
65 MCELVAIN OIL AND GAS PROPERTIES INC 2,394,695 61,032 399,116 460,148 91.57%
66 PECOS PRODUCTION COMPANY 2,097,184 110,160 349,531 459,691 91.71%
67 YATES DRILLING CO 2,044,629 74,389 340,772 415,161 91.84%
68 DOYLE HARTMAN 2,470,489 411,748 411,748 91.96%
69 ELK OIL CO 2,364,628 394,105 394,105 92.08%
70 ENERVEST OPERATING L.L.C. 1,687,879 80,870 281,313 362,183 92.19%
71 MYCO INDUSTRIES INC 1,648,931 83,758 274,822 358,580 92.30%
72 WISER OIL CO (THE) 343,192 - 343,192 92.41%
73 GREAT WESTERN DRILLING CO 2,045,058 340,843 340,843 92.51%
74 MISSION RESOURCES CORPORATION 1,988,454 331,409 331,409 92.61%
75 COG OPERATING LLC 902,619 178,490 150,437 328,927 92.72%
76 BENSON-MONTIN-GREER DRILLING CORP 1,044,711 143,641 174,119 317,760 92.81%
77 ECHO PRODUCTION INC 1,330,492 78,287 221,749 300,036 92.90%
78 MARALEX RESOURCES INC 1,789,635 298,273 298,273 93.00%
79 M & G DRLG CO INC 1,704,518 284,086 284,086 93.08%
80 PHOENIX HYDROCARBONS OPERATING Ct 1,171,855 77,792 195,309 273,101 93.17%
81 DOMINION EXPLORATION & PRODUCTION 1,625,204 270,867 270,867 93.25%
82 HENRY PETROLEUM CORPORATION 270,119 - 270,119 93.33%
83 CAPATAZ OPERATING INC 1,043,013 92,542 173,836 266,378 93.41%
84 ARENA RESOURCES, INC 262,773 - 262,773 93.49%
85 MELROSE OPERATING COMPANY 259,217 - 259,217 93.57%
86 MOBIL PRODUCING TEXAS & NEW MEXICO 256,031 - 256,031 93.65%
87 KAISER-FRANCIS OIL CO 1,535,205 255,868 255,868 93.73%
88 STRATA PRODUCTION CO 250,463 - 250,463 93.81%
89 WEST LARGO CORP 1,484,163 247,361 247,361 93.88%
90 CLAYTON WILLIAMS ENERGY INC 245,019 - 245,019 93.96%
91 UNIT PETROLEUM CO 1,429,741 238,290 238,290 94.03%
92 TEXLAND PETROLEUM-HOBBS, LLC 238,239 - 238,239 94.11%
93 SDX RESOURCES INC 237,149 - 237,149 94.18%
94 RODDY PRODUCTION CO INC 1,398,440 233,073 233,073 94.25%
95 ME-TEX OIL & GAS INC 881,504 81,740 146,917 228,657 94.32%
96 QUESTAR EXPLORATION & PRODUCTION 972,075 58,614 162,013 220,627 94.39%
97 HALLADOR PETROLEUM LLP 1,235,832 205,972 205,972 94.45%
98 KUKUI OPERATING COMPANY 1,226,123 204,354 204,354 94.51%
99 PATTERSON PETROLEUM LP 1,175,529 195,922 195,922 94.57%
100 WADI PETROLEUM INC 1,152,459 192,077 192,077 94.63%
101 V-F PETROLEUM INC 1,143,548 190,591 190,591 94.69%
102 VERNON E. FAULCONER, INC. 1,137,670 189,612 189,612 94.75%
103 SAGE ENERGY CO 187,710 - 187,710 94.81%
104 MCKAY OIL CORP 1,125,922 187,654 187,654 94.86%
105 DAVID H ARRINGTON OIL & GAS INC 1,096,501 182,750 182,750 94.92%
106 DINERO OPERATING CO 1,084,950 180,825 180,825 94.97%
107 MANANA GAS INC 1,081,493 180,249 180,249 95.03%
108 SDG RESOURCES, L.P. 178,399 - 178,399 95.08%
109 SOUTHWESTERN ENERGY PRODUCTION COMPANY 172,837 - 172,837 95.14%
110 SOUTHWEST ROYALTIES INC 169,336 - 169,336 95.19%
111 BROTHERS PROD CO INC 164,524 - 164,524 95.24%
112 BRECK OPERATING CORP 984,062 164,010 164,010 95.29%
113 ZIA ENERGY INC 983,869 163,978 163,978 95.34%
114 CITATION OIL & GAS CORP 978,367 163,061 163,061 95.39%
115 RAY WESTALL 156,707 - 156,707 95.44%
116 E G L RESOURCES INC 922,301 153,717 153,717 95.49%
117 D J SIMMONS INC 908,871 151,479 151,479 95.53%
118 FOREST OIL CORPORATION 142,074 - 142,074 95.58%
119 MCGOWAN WORKING PARTNERS, INC 128,816 - 128,816 95.61%
120 HARVARD PETROLEUM CORPORATION 118,660 - 118,660 95.65%
121 MORIAH RESOURCES, INC. 110,467 - 110,467 95.69%
122 MANZANO LLC 106,328 - 106,328 95.72%
123 BEACH EXPLORATION INC 106,128 - 106,128 95.75%
124 PRIDE ENERGY COMPANY 104,323 - 104,323 95.78%
125 PENROC OIL CORP 96,017 - 96,017 95.81%
126 OXY USA INC 92,936 - 92,936 95.84%
127 ARMSTRONG ENERGY CORP 90,484 - 90,484 95.87%
128 LAYTON ENTERPRISES INC 80,794 - 80,794 95.89%
129 J CLEO THOMPSON 78,570 - 78,570 95.92%
130 J C WILLIAMSON 78,247 - 78,247 95.94%
131 SEELY OIL CO 76,174 - 76,174 95.96%
132 TIPTON OIL & GAS ACQUISITIONS, INC. 75,334 - 75,334 95.99%
133 KCS RESOURCES INC 74,550 - 74,550 96.01%
134 L E JONES OPERATING INC 72,081 - 72,081 96.03%
135 LYNX PETROLEUM CONSULTANTS INC 71,792 - 71,792 96.05%
136 BURGUNDY OIL & GAS OF N M INC 69,568 - 69,568 96.08%
137 TRILOGY OPERATING INC 65,820 - 65,820 96.10%
138 SAHARA OPERATING CO 65,671 - 65,671 96.12%
139 LEWIS B BURLESON INC 64,970 - 64,970 96.14%
140 EDGE PETROLEUM OPERATING COMPANY, INC. 62,394 - 62,394 96.15%
141 JOURNEY OPERATING LLC 62,205 - 62,205 96.17%
142 MOREXCO INC 59,979 - 59,979 96.19%

143 MAR OIL & GAS CORP. 59,673 - 59,673 96.21%
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Notes on analysis of Oil and Gas company production data
Excel spreadsheet “RANK_OIL&GAS 2005.xls”

Brad Musick, NMED/AQB

April 6, 2007

Data on 2005 production by top 100 producers of oil and natural gas respectively were
downloaded from OCD web site:
www.enmrd.state.nm.us/ocd/documents/RANKOILBOTHYEARS _000.xls

For two companies (Pure and XTO) with two or more OGRID numbers, production was
added to get company totals.

Total production of oil and natural gas respectively was obtained from the table
“Statewide Natural Gas and Oil Production Summary by Month”, downloaded from
OCD’s web site:
www.enmrd.state.nm.us/ocd/documents/2007-03-15ProductionSummary1.xls

CO; production from Bravo Dome is not included in either the Top 100 lists nor the
statewide production totals used (per Jane Prouty, OCD).

To get a value for combined oil and natural gas production, natural gas barrels of oil
equivalent (BOE) was calculated as BOE = mcf/6.

Companies were ranked in descending order of total production in BOE. Cumulative
production for rank N was calculated as sum of production of companies ranked 1 to N,
and cumulative production was expressed as a percentage of total state production, for oil
and gas separately and for total oil and gas BOE.

Charts show:
o Cumulative percent of state combined oil and gas BOE production by company
rank
Cumulative percent of state gas production by company rank
Cumulative percent of state oil production by company rank
Previous two quantities on same graph
Oil vs. Gas BOE production for top 50 companies in BOE rank

O O0OO0oOo

Note that because the original company ranking lists were for oil and gas production
separately, company BOE totals will be incorrect for companies in the top 100 for one list
and also producing a small amount of the other product which was not enough for a top
100 ranking. These errors should not greatly affect the general shape of the curve, but
might be important in determining whether a particular company near any BOE threshold
was above or below it.



http://www.enmrd.state.nm.us/ocd/documents/RANKOILBOTHYEARS_000.xls

http://www.enmrd.state.nm.us/ocd/documents/2007-03-15ProductionSummary1.xls



NMED Title V Oil & Gas Facilities
as of April 9, 2007

OWNER

FACILITY

Agave Energy Company

Agave Dagger Draw Gas Plant

Agave Energy Company

Bitter Lake Compressor Station

Agave Energy Company

Red Bluff No3 Compressor Station

Agave Energy Company

Agave - Southern Union Compressor Station

Black Hills Cabresto Pipeline LLC

Espinosa Canyon Amine Plant

ConocoPhillips - Mid Continent Business Unit

MCA Tank Battery No2

ConocoPhillips - Mid Continent Business Unit

East Vacuum Liquid Recovery

ConocoPhillips Company

San Juan Gas Plant

ConocoPhillips Company

Wingate Fractionating Plant

Davis Gas Processing

Denton Gas Plant

DCP Midstream LP

Pecos Diamond Gas Plant

DCP Midstream LP

DCP Midstream - Eunice Gas Plant

DCP Midstream LP

Antelope Ridge Gas Plant

DCP Midstream LP

Artesia Gas Plant

DCP Midstream LP

Linam Ranch Gas Plant

DCP Midstream LP

Parkway Booster Station

DCP Midstream LP

Golfcourse Booster Station

DCP Midstream LP

Monument Booster Station

DCP Midstream LP

South Hat Mesa Booster Station

DCP Midstream LP

Oil Center Compressor Station

DCP Midstream LP

Lusk Booster

DCP Midstream LP

Quail Booster Station

El Paso Natural Gas

Washington Ranch Storage Facility

El Paso Natural Gas

Eunice A Compressor Station

El Paso Natural Gas

Bluewater Compressor Station

El Paso Natural Gas

Belen Compressor Station

El Paso Natural Gas

Afton Compressor Station

El Paso Natural Gas

Florida Compressor Station

El Paso Natural Gas

Blanco Compressor Station A

El Paso Natural Gas

Lordsburg Compressor Station

El Paso Natural Gas

Monument Compressor Station

El Paso Natural Gas

Caprock Compressor Station

El Paso Natural Gas

Roswell Compressor Station

El Paso Natural Gas

Lincoln Compressor Station

El Paso Natural Gas

Deming Compressor Station

El Paso Natural Gas

Pecos River Compressor Station

Enterprise Field Services, LLC

Chaco Gas Plant

Enterprise Field Services, LLC

Rattlesnake Canyon Compressor Station

Enterprise Field Services, LLC

South Carlsbad Compressor Station

Enterprise Field Services, LLC

Blanco Compressor C and D Station

Frontier Field Services LLC

Empire Abo Gas Plant

Frontier Field Services LLC

Frontier Field Services - Maljamar Gas Plant

Frontier Field Services LLC

Skelly Compressor Station

Giant Industries - Bloomfield

Bloomfield Refinery






Giant Refining Company

Ciniza Refinery

Marathon Oil Company

Indian Basin Gas Plant

Mid-America Pipeline Company LLC

San Ysidro Pump Station

Mid-America Pipeline Company LLC

Huerfano Pump Station

Mid-America Pipeline Company LLC

San Luis Pump Station

Natural Gas Pipeline Co of America

Compressor Station No167

Navajo Refining Company LP

Navajo Refining - Artesia Refinery

Navajo Refining Company LP

Lovington Refinery

Public Service Company of New Mexico (PNM)

Espejo Compressor Station

Public Service Company of New Mexico (PNM)

PNM - Star Lake Compressor Station

Southern Union Gas Services

Jal No4 Compressor Station

Southern Union Gas Services

Jal No3 Gas Plant

Southern Union Gas Services

West Eunice Compressor Station

Transwestern Pipeline Co - Albuquerque
District Office

Mountainair No7 Compressor Station

Transwestern Pipeline Co - Albuquerque
District Office

Thoreau No5 Compressor Station

Transwestern Pipeline Co - Albuquerque
District Office

Bloomfield Compressor Station

Transwestern Pipeline Company

Roswell Compressor Station No9

Transwestern Pipeline Company

Atoka No3 Compressor Station

Transwestern Pipeline Company

Corona Compressor Station

Val Verde Gas Gathering Company, LP

Val Verde Treater

Val Verde Gas Gathering Company, LP

Val Verde - Sims Mesa Compressor Station

Val Verde Gas Gathering Company, LP

Frances Mesa Compressor Station

Val Verde Gas Gathering Company, LP

Pump Canyon Compressor Station

Val Verde Gas Gathering Company, LP

Arch Rock Compressor Station

Val Verde Gas Gathering Company, LP

Buena Vista Booster Station

Val Verde Gas Gathering Company, LP

Cedar Hill Compressor Station

Val Verde Gas Gathering Company, LP

Hart Canyon Compressor Station

Val Verde Gas Gathering Company, LP

Middle Mesa Compressor Station

Val Verde Gas Gathering Company, LP

Val Verde-Gobernador/Manzanares Compressor
Station

Valero Logistics Operations LP

Hope Pump Station

Versado Gas Processors, LLC

Buckeye Compressor Station

Versado Gas Processors, LLC

Targa - Eunice Gas Plant

Versado Gas Processors, LLC

Saunders Gas Plant

Versado Gas Processors, LLC

Monument Gas Plant

Versado Gas Processors, LLC

Targa - Vada Compressor Station

Versado Gas Processors, LLC

North Eunice Compressor Station

Western Gas Resources

San Juan River Gas Plant

Williams Four Corners LLC

El Cedro Gas Treating Plant

Williams Four Corners LLC

Milagro Cogeneration and Gas Plant

Williams Four Corners LLC

Lybrook Gas Plant

Williams Four Corners LLC

Williams Four Corners - Kutz Canyon Gas Plant

Williams Four Corners LLC

Williams Four Corners - 30-5 CDP Compressor Station

Williams Four Corners LLC

Carracas CDP Compressor Station

Williams Four Corners LLC

32-8 No3 CDP Compressor Station

Williams Four Corners LLC

Chaco Compressor Station






Williams Four Corners LLC

Thompson Compressor Station

Williams Four Corners LLC

32-9 Central Delivery Point (CDP)

Williams Four Corners LLC

Cedar Hill Central Delivery Point

Williams Four Corners LLC

32-8 No2 CDP Compressor Station

Williams Four Corners LLC

Trunk A Booster Compressor Station

Williams Four Corners LLC

Trunk B Compressor Station

Williams Four Corners LLC

Rosa Nol Compressor Station

Williams Four Corners LLC

La Jara Compressor Station

Williams Four Corners LLC

32-7 CDP Compressor Station

Williams Four Corners LLC

Decker Junction Central Delivery Point

Williams Four Corners LLC

31-6 CDP Compressor Station

Williams Four Corners LLC

Laguna Seca Compressor Station

Williams Four Corners LLC

Sims Mesa Compressor Station

Williams Four Corners LLC

Dogie Canyon Compressor Station

Williams Four Corners LLC

29-6 #2 Central Delivery Point

Williams Four Corners LLC

Trunk L Compressor Station

Williams Four Corners LLC

Middle Mesa CDP Compressor Station

Williams Four Corners LLC

Pump Mesa Compressor Station

Williams Four Corners LLC

Horse Canyon Central Delivery Point

Williams Four Corners LLC

Manzanares Compressor Station

Williams Four Corners LLC

Aztec Central Delivery Point (CDP) No1327

Williams Four Corners LLC

Lateral N30 Compressor Station

Williams Four Corners LLC

North Crandall Compressor Station

Williams Four Corners LLC

Trunk N Compressor Station

Williams Four Corners LLC

29-6 No4 CDP Compressor Station

Yates Petroleum Corp

Penasco Compressor Station
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Meeting Notes

GHG Emissions Reporting Stakeholder Process
Power Plant Work Group Call

April 12, 2007

9-10:30 am

Attending: Luis Ito, El Paso Electric Corporation; Ervin Fisher, El Paso Electric, Tom
Singer, NRDC, Martin Rehm, Tri-State G&T; Jim Behnken, JGB Consulting/Tri-State;
Ron Dutton, Xcel Energy; Nancy Norem, PNM; Chris Albrecht, COA/AQD; Wayne
Leipold, Phelps-Dodge Miami; Mark Jones, NMED-AQB; Brad Musick, NMED-AQB;
Rita Trujillo, NMED-AQB

Topics discussed:

The Title V list posted/sent out by Brad is missing some companies. It will be
corrected and posted, with a column for operator as well as owner. Additions and
corrections are encouraged; contact Brad.

The scope of who reports is still under consideration. Discussion ranged from
including all electricity producers above a MW threshold to only including Title
V electricity producers that sell [more than a threshold of] power to the grid. A
question was raised regarding fairness of not including generation for within-
facility use (not sold to grid), because self-generation is in competition with grid-
purchased power. Limiting those applicable in Phase 1 would be much simpler.
Nancy suggested only SIC Code 4911 (may need info on exclusion of stack info).
[Note: Later on (for the cap and trade program) the bureau will also need to
consider what reporting will be needed to quantify the carbon content of
purchased electricity. ]

Biomass was discussed. There are no permitted facilities at this time, although
they have been proposed. In the event that one starts up and reports, they would
need to report biofuel derived emissions separate from fossil fuel derived
emissions.

Only direct CO2 emissions (i.e. fuel combustion stack emissions) reporting is
being proposed for Phase 1. For the hearing record, AQB needs to know how
much of PP GHG direct CO2 emissions that covers. For El Paso (coal fired), it’s
99.8%. We can calculate using emissions factors in protocols, which also cover
N20 and CH4.

Process & Fugitive emissions calculated in some GHG emissions protocols such
as CCAR are not being proposed for Phase 1 reporting. AQB needs info, if
available, on how much PP GHG direct emissions covers in comparison to all
other facility process and fugitive GHG emissions. El Paso is participating in a
voluntary EPA reporting program for SF6 and will make the data available.

AQB will bring to next meeting a comparison of the various protocols, to
continue the discussion regarding EF. Proposed priority at this meeting would be
Part 75, Appendix D for Acid Rain sources (only addresses CO2). Sources not in
the Acid Rain program would use a fuel use EF approach. In general EF are
expected to be fairly consistent between protocols. However, we shouldn’t cherry
pick between protocols — pick one for all the EF.





Some commenters (at least in the past) have questioned the accuracy of CEMS for
CO2. The issues could have been with flow measurements (an issue that has been
resolved with SO2 CEMS) or in the estimation of missing data. It’s possible that
CEMS might not be as accurate for natural gas fired PPs as it is for coal fired.
Brad will look into who brought up these concerns. Ron will also share
information comparing CEMS and EF calculations. Any additional data or
suggestions for improving accuracy are welcome.

Tom Singer has graciously offered to host the next conference call. The time and
date have not yet been set.

The next meeting (April 24) is a general meeting rather than a breakout meeting.
AQB will try to send out a strawman for the rule structure and elements next
week, in preparation for the April 24 meeting. We might also want to discuss
whether people want more focused mail-out lists (e.g. just the power plant group).





NMED Title V Electrical Generating Units

as of April 9, 2007

OWNER

FACILITY

Ameramex Energy Group, Inc

Bloomfield Energy Farm

Deming Energy, LLC

Deming Energy - Cambray Energy Center

El Paso Electric Company

El Paso Electric - Rio Grande Generating Station

Farmington (City of)

Bluffview Power Plant

Farmington (City of)

Animas Power Plant

Multiple

Prewitt Escalante Generating Station

New Mexico State University (NMSU)

New Mexico State University Campus

Northeast New Mexico Biomass Power
Project LLC

Northeast New Mexico Biomass Power Project LLC

Public Service Company of New Mexico

Luna Energy Facility

Public Service Company of New Mexico
(PNM)

Afton Generating Station

Public Service Company of New Mexico
(PNM)

Las Vegas Station

Public Service Company of New Mexico
(PNM)

Valencia Energy Facility

Public Service Company of New Mexico
(PNM)

Public Service Co of New Mexico - San Juan Generating
Station

Public Service Company of New Mexico
(PNM)

Lordsburg Generating Station

Raton Public Service

Raton Power Plant

Southwestern Public Service Co dba Xcel

Energy Maddox Station
Southwestern Public Service Co dba Xcel
Energy Xcel Energy - Cunningham Station

Tri-State Generation and Transmission

Pyramid Generating Station

Williams Four Corners LLC

Milagro Cogeneration and Gas Plant







Attachment C-6
April 24, 2007
General Stakeholder Meeting
1) Stakeholder Attendees (41)
2) Meeting Notes
3) Handouts
a) NMED Discussion Draft, 20.2.87 NMAC
b) NMED Strawman Proposal Narrative
4) Stakeholder Comments on Strawman Proposal and Draft Rule (received post-meeting)
a) El Paso Pipeline Group
b) New Mexico Oil & Gas Association
¢) Western Environmental Law Center/Natural Resources Defense Council
d) Independent Petroleum Association of New Mexico

e) BP America Production Company





STAKEHOLDER ATTENDEES
New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process Call/Meeting

April 24, 2007

State Capitol Building, Santa Fe

Name
LastName FirstName Organization Name
Aldrich Fletcher Abengoa Bioenergy
Barnett Mickey El Paso Electric
Bays David Williams Energy
Behnken Jim JGB Consulting/Tri-State
Chaves Sarah Intel
Doyle Clay El Paso Electric
Dutton Ron Xcel Energy
Foster Karin Independent Petroleum Association of New Mexico
Frye Andrew TRC
Gantner Bruce ConocoPhillips
Girand Dan Mack Energy
Groten Eric Vinson & EIKkins
Havens Ken Kinder Morgan CO2 Co.
Holland Suzanne Chevron
Horn Claudette PNM Resources
Knowlton Jennifer Agave Energy Company
Leipold Wayne Phelps Dodge Miami
Maddy Roger, Jr. Abengoa Bioenergy
Marquez Richard NM Rural Electric Cooperative Assn.
Nelson Pat NCS Inc.
Newman Dennis Occidental Permian
Norem Nancy PNM Resources
Otero Luke El Paso Electric
Owen Les NM Dept. of Agriculture
Rehm Martin Tri-State G&T
Rhoden Blake Chevron
Rose Louis Montgomery & Andrews
Salgado Dan Kinder-Morgan
Samora Vanessa Occidental Permian
Sanchez Victoria Devon Energy
Schlenker-Goodrich | Erik Western Environmental Law Center
Schluep Martin Kleinfelder
Seligman Deborah NM Oil & Gas Association
Singer Tom Natural Resources Defense Council
Smith Darren Devon Energy
Tavarez Isreal City of Albuquerque






Thomson Robb NM Conference of Churches
Tullos Evan Enterprise Production
Wallis Donnie Chesapeake Energy

Whaley Don Navajo Refining

Wilburn Diane Los Alamos Natl. Lab






New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process Call/Meeting
April 24, 2007
State Capitol Building, Santa Fe

Lany Weaver (NMED) went through the highlights of the regulation, and the sections of
the regulation that would apply generally to all reporters (200, 300, and 302). The
highlights document and draft regulation were available at the meeting and posted on the
website the day before. The following items came up during discussion:

Timing of the hearing

NMED: We hope to go to hearing before the EIB in October or November.
NMED: Due to the time required for posting of public notice and the public
notice period itself, the regulation (as noticed) would need to be complete by mid-
June to have an October hearing, or by mid-July for a November hearing. The
EIB does not tend to hold hearings in December.

Comments on draft regulation

NMED: The AQB is asking for comments on the draft regulation by May 11,
although the latest date we can consider comments is not until May 17. This
gives us time to address comments and post the next draft prior to the next
meeting, which will be held on May 24. Break-out calls/meetings will be held
prior to then.

NMED: Note that there are many questions in the draft text, requesting
information and comments in a number of areas.

Comments on Section 200

Why doesn’t NM require 3" party verification? NMED response: This regulation
is designed to improve the state emissions inventory. It is modeled on criteria
pollutant emissions reporting procedures, which only require that a responsible
party certify that the emission report is complete and correct.

What about baseline protection? NMED response: Because this regulation does
not require 3" party verification, it does not offer baseline protection; companies
are encouraged to participate in the multi-state registry to assure baseline
protection.

Comments on Section 201

NMED: Phase 1 only addresses CO2 emissions. Methane emissions were not
included until Phase 2 because the emissions calculation procedures are not yet
clear.

Need clarification on 201(A)(2)(e) regarding CO2 removed from hydrocarbon
streams and vented. Bruce Gantner will propose a de minimis threshold.

Under 201(B), electrical generation may include all generators (of a specific size),
not just those that sell to the grid.





What percentage of total GHG O&G emissions would be addressed with these
thresholds? NMED response: We are conducting a parallel process (O&G
emissions reduction study) that should help to answer that question.

What was the basis for the O&G equipment thresholds? NMED response: They
track thresholds in EPA (criteria pollutant reporting) requirements. We welcome
comments and suggestions regarding the thresholds.

How would just reporting incentivize emissions reductions? NMED response:
We are conducting a parallel process (O&G emissions reduction study) that will
propose emissions reductions measures and means of implementing them.
However, it is possible that companies will, in going through the exercise of
calculating GHG emissions, find opportunities to reduce those emissions.

Comments on Section 302 (emissions calculation procedures)

NMED: The draft procedures should be issued by September 1, with comments
due by September 30.

NMED: The first set of procedures would need to be done (including public
comment) prior to the hearing.

NMED: Based on historical procedures, the GHG emissions calculation
procedures would not be likely to change very often.

Companies would need to be given sufficient advance notice of changes in
procedures that required installation of new equipment (meters, etc.)

Procedures need to be consistent across states. WY might use different emissions
factors. NMED response: NM expects to be consistent with multi-state registry.

Comments on the Multi-State Registry (now known as ‘The Climate Registry’)

Does the multi-state registry have an O&G protocol? Are they developing one?
NMED: We need to push the development of the O&G protocols and to facilitate
O&G participation in the multi-state registry; they are not expecting to address
this protocol until after January 2008. Also, contact API to find out where they
are in revising the calculation procedures for methane.

NMED: We are planning a presentation about protocols (by Robyn Camp of the
California Climate Action Registry) at the May 24 meeting.
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TITLE 20 ENVIRONMENTAL PROTECTION

CHAPTER 2 AIR QUALITY (STATEWIDE)

PART 87 GREENHOUSE GAS EMISSIONS REPORTING
20.2.87.1 ISSUING AGENCY: Environmental Improvement Board.

[20.2.87.1 NMAC - N, XX/XX/07]

20.2.87.2 SCOPE: All persons who own or operate an applicable source of greenhouse gas emissions in the
geographic areas within the jurisdiction of the Environmental Improvement Board.
[20.2.87.2 NMAC - N, XX/XX/07]

20.2.87.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically Sections 74-2-
5(B)(1) & 74-2-(5)(C)(5)(d) & (e).
[20.2.873. NMAC - N, XX/XX/07]

20.2.87.4 DURATION: Permanent.

[20.2.87.4 NMAC - N, XX/XX/07]

20.2.87.5 EFFECTIVE DATE: MM/DD/YY except where a later date is cited at the end of a section or
paragraph.

[20.2.87.5 NMAC - N, XX/XX/07]

20.2.87.6 OBJECTIVE: The objective of this Part is to establish requirements for the reporting of
greenhouse gas emissions to the Department.
[20.2.87.6 NMAC - N, XX/XX/07]

20.2.87.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC, the following definitions shall
apply to terms used in this Part.

A “control” [or operational control?] means [this will define the equipment under operational
control of the reporting entity, which will need to be reported].

B. “emission report or inventory” means a listing, by source, of the amount of air pollutants
discharged into the atmosphere.

C. "entity"" means [do we need to define this? We don’t use the terms owner or operator];

D. ""greenhouse gas' means any of the following: carbon dioxide (CO,), methane (CH,), nitrous
oxide (N,0), hydrofluorocarbon (HFC), perfluorocarbon (PFC) or sulfur hexafluoride (SFg).

E. ""greenhouse gas emissions reporting year”” means the calendar year in which reported data is
required to be collected under this Part.

F

G.

H

|

[20.2.87.7 NMAC - N, XX/XX/07]

20.2.87.8 SEVERABILITY. If any provision of this Part, or the application of such provision to any
person or circumstance, is held invalid, the remainder of this Part, or the application of such provision to persons or
circumstances other than those as to which it is held invalid, shall not be affected thereby.

[20.2.87.9 NMAC - N, XX/XX/07]

20.2.87.9 CONSTRUCTION. This Part shall be liberally construed to carry out its purpose.
[20.2.87.10 NMAC - N, XX/XX/07]

20.2.87.10 SAVINGS CLAUSE. Repeal or supersession of prior versions of this Part shall not affect any

administrative or judicial action initiated under those prior versions.
[20.2.87.11 NMAC - N, XX/XX/07]
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20.2.87.11 COMPLIANCE WITH OTHER REGULATIONS. Compliance with this Part does not relieve
a person from the responsibility to comply with any other applicable federal, state, or local regulations.
[20.2.87.12 NMAC - N, XX/XX/07]

20.2.87.12 10 20.2.87.199 [RESERVED]

20.2.87.200 GREENHOUSE GAS EMISSIONS REPORTING PROCEDURES

A. Entities that meet the applicability requirements in sections 20.2.87.201 through 20.2.87.299
NMAC shall submit a greenhouse gas emissions report under this Part upon request to all applicable entities of that
sector [define?] by the Department. Greenhouse gas emissions reports shall apply to a calendar year.

B. Entities that are requested to report greenhouse gas emissions shall collect and record required
data during the greenhouse gas emissions reporting year to which the report applies. Reporting entities shall submit
reports required under this Part by July 1 [?] of the year following the greenhouse gas emissions reporting year.
Each reporting entity shall maintain records [for __ years?] of all information used to calculate, in accordance with
the requirements of this Part, the entity’s applicable greenhouse gas emissions for each year for which they report.

C. The Department shall not request Phase | greenhouse gas emissions reports for any greenhouse
gas emissions reporting year prior to 2008.
D. The Department shall not request Phase Il greenhouse gas emissions reports for any greenhouse

gas emissions reporting year prior to 2010.
[20.2.87.200 NMAC - N, XX/XX/07]

20.2.87.201 PHASE | REPORTING
A Phase I Oil and Gas Reporting Entities:

(1) Applicable Entities. Phase | applies to all oil and gas entities that produce, process, refine or
transport [but not including distributors?] petroleum products or carbon dioxide and that:

(&) areincluded on the list, prepared by the Department prior to each reporting year under
Section 303 NMAC of this Part, of the top producers collectively accounting for 60 [?] percent of production.; or
(b) own or operate a facility that is subject to permit requirements under 20.2.70 NMAC.

(2) Reported emissions. Each oil and gas entity shall report emissions of carbon dioxide from the
following operations under its control [note that this does not address ownership. Also, is there a definition of
‘control’? Would contractual control over a contractor count?] during the greenhouse gas emissions reporting
year:

(a) stationary engines that are greater than or equal to 500 horsepower in size and that are
subject to 40 C.F.R. Part 63 Subpart ZZZZ — NESHAP for Stationary Reciprocating Internal Combustion Engines;

(b) heaters with a capacity greater than or equal to 10 million British Thermal Units per hour;

(c) turbines with a capacity greater than or equal to 25 megawatts;

(d) all fossil fuel combustion reported as part of permit requirements under 20.2.70 NMAC,;

(e) all carbon dioxide removed from hydrocarbon streams [Note: NMOGA proposal specified
either CBM or conventional natural gas, but wouldn’t there be CO2 in oil production, especially if there is EOR?]
and vented to the atmosphere; and

(f) [CO2 created as part of refinery processes and vented — need to verify what this could
include and that it can be calculated. Also, CO2 leaked or vented as a result of CO2 production.].

B. Electrical Generating Reporting Entities.
(1) Applicable Entities. Phase | applies to all electrical generators that:

(a) are subject to permit requirements under 20.2.70 NMAC;

(b) have the capacity to generate at least __ megawatts of electricity; and

(c) operate the electrical generation equipment more than 500 hours per year.

(2) Reported emissions. Each electrical generating reporting entity shall report, for the greenhouse
gas emissions reporting year, carbon dioxide emissions resulting from all fossil fuel combustion reported as part of
permit requirements under 20.2.70 NMAC.

[20.2.87.201 NMAC - N, XX/XX/07]

20.2.87.202 PHASE Il REPORTING
A Oil and Gas Entities Reporting Carbon Dioxide:
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(1) Applicable Entities. Reporting of carbon dioxide applies to all oil and gas entities that produce,
process, refine or transport petroleum products or carbon dioxide and that:
(a) areincluded on the list, prepared by the Department prior to each reporting year under
Section 303 NMAC of this Part, of the top producers collectively accounting for 80 [?] percent of production.;[Note
that this expands the upstream companies that would report, but does not expand the midstream companies that
would report. Should it? If so, how?]; or
(b) owns or operates a facility that is subject to permit requirements under 20.2.70 NMAC.
(2) Reported emissions. Each such oil and gas reporting entity shall report emissions of carbon
dioxide from the following operations under its control [see note above] during the greenhouse gas emissions
reporting year:
(a) stationary engines that are greater than or equal to 500 horsepower in size and that are

subject to 40.C.F.R. Part 63 Subpart ZZZZ — NESHAP for Stationary Reciprocating Internal Combustion Engines;
(b) heaters with a capacity greater than or equal to 10 million BTU/hr;
(c) turbines with a capacity greater than or equal to 25 MW;
(d) all fossil fuel combustion reported as part of permit requirements under 20.2.70 NMAC,;
(e) all carbon dioxide removed from hydrocarbon streams and vented to the atmosphere; and
(f) [CO2 created as part of refinery processes and vented].

B. Oil and Gas Entities Reporting Methane:

(1) Applicable Entities. Reporting of methane applies to all oil and gas entities that produce, process,
refine or transport petroleum products or carbon dioxide and that:

(a) are included on the list, prepared by the Department prior to each reporting year under
Section 303 NMAC of this Part, of the top producers collectively accounting for 60 [?] percent of production; or
(b) own or operate a facility that is subject to permit requirements under 20.2.70 NMAC.

(2) Reported emissions. Each such oil and gas reporting entity shall report emissions of methane
released to the atmosphere [more specification? Note that the emissions calculation procedures developed in
Section 302 would also address what is covered] from equipment and operations under its control [see note above]
during the greenhouse gas emission reporting year.

C. Electrical Generating Reporting Entities.
(1) Applicable Entities. Phase Il applies to all electrical generators that:
(a) are subject to permit requirements under 20.2.70 NMAC,;
(b) have the capacity to generate at least __ megawatts of electricity; and
(c) operate the electrical generation equipment more than 500 hours per year.

(2) Phase Il reported emissions. Each electrical generating reporting entity shall report all direct
[define?] greenhouse gas emissions that occurred at the electrical generating unit during the greenhouse gas
emissions reporting year, except that such emissions from mobile sources at the facility are not required to be
reported.

[20.2.87.202 NMAC - N, XX/XX/07]

20.2.87.203 t0 20.2.87.299 [RESERVED]

20.2.87.300 CONTENT OF EMISSIONS REPORTS. Emissions report contents shall include:

A the name and address of the reporting entity;

B. the name and telephone number of the person to contact regarding the emissions report;

C. the physical location of facilities subject to 20.2.70 NMAC;

D. fuel use, including amounts and specifications of each fuel type, directly related to reported
emissions;

E. a description of the methods utilized to make emissions calculations;

F. calculations of emissions of each reported greenhouse gas and the sum of all reported greenhouse

gases, in units of tons of carbon dioxide equivalent, including emissions occurring during regular operation,
maintenance, start-ups, shutdowns, upsets, and malfunctions;

G. a statement of whether reported emissions include emissions that are not required to be reported
under this Part; and
H. a certification signed by the owner, or operator, or a responsible official as defined in 20.2.70

NMAC attesting that the statements and information contained in the greenhouse gas emissions report are true and
accurate to the best knowledge and belief of the certifying official, and including the full name, title, signature, date
of signature, and telephone number of the certifying official.
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[20.2.87.300 NMAC - N, XX/XX/07]

20.2.87.301 ENTITIES THAT REPORT GREENHOUSE GAS EMISSIONS UNDER [THE MULTI-
STATE REGISTRY]. Entities required to report greenhouse gas emissions under this Part may register and third-
party verify their greenhouse gas emissions with [the voluntary program of the multi-state registry]. Entities that
have registered and verified their greenhouse gas emissions in accordance with the procedures of the [the multi-state
registry] for the greenhouse gas emissions reporting year shall be deemed to be in compliance with this Part for that
reporting year. [What level of access to source data does the Department need?]

[20.2.87.301 NMAC - N, XX/XX/07]

20.2.87.302 EMISSIONS CALCULATION PROCEDURES

A. At least sixty (60) [?] days prior to the beginning of a greenhouse gas emission reporting year, the
Department shall issue procedures for the calculation of greenhouse gas emissions that are required to be reported in
that reporting year. Notification of the availability of such procedures shall be provided to each reporting entity and
to each person who has notified the Department of an interest to be notified. Such procedures shall:

(1) be consistent with generally accepted protocols for estimation of greenhouse gas emissions;

(2) include recommended methods for estimation of greenhouse gas emissions from equipment and
processes for which emissions calculations are required, and the supporting data that is required for use of such
methods;

(3) include alternate methods for estimation of greenhouse gases, where such alternate methods are
available; and

(4) [what other constraints should apply to the Department’s procedures?]

B. The Department shall provide interested persons at least thirty (30) [?] days to submit comments
regarding procedures for the calculation of greenhouse gas emissions, and shall respond to those comments at least
thirty (30) [?] days prior to the beginning of a greenhouse gas emission reporting year. The Department’s response
may include revision to and reissuance of the procedures for the calculation of greenhouse gas emissions.
Notification of the Department’s response shall be provided to each reporting entity and to each person who has
notified the Department of an interest to be notified.

C. Department notifications required under this Part may be made electronically or in writing.
[20.2.87.302 NMAC - N, XX/XX/07]

20.2.87.303 LISTS OF TOP PRODUCERS

A During each calendar year that immediately precedes a greenhouse gas emissions reporting year
for which applicability is based on oil and gas production ranking, the Department shall evaluate data from the
previous year of oil and gas production in New Mexico, not including production in the geographic areas within the
jurisdiction of the Environmental Improvement Board, and propose lists of the top producers accounting for 60
percent and 80 percent, respectively, of oil and gas production. Each list shall include the names of the minimum
number of producers needed to account for at least the stated percentage of each of the following:

(1) production (in barrels of oil equivalent) in the San Juan Basin;

(2) production (in barrels of oil equivalent) in the Permian Basin;

(3) gas production (including conventional natural gas and coal bed methane);
(4) oil production; and

(5) carbon dioxide production.

B. by September 1 of the calendar year immediately preceding a greenhouse gas emissions reporting
year, the Department shall provide the proposed lists of top producers to all producers on each list, all producers on
the lists for the previous greenhouse gas emissions reporting year, and all persons who have expressed an interest in
writing of being notified of the proposed lists. Producers on the lists shall notify the Department in writing by
October 1 of that calendar year of any significant changes they anticipate occurring in their production during the
applicable reporting year.

C. by November 1 of the calendar year immediately preceding a reporting year, the Department shall
issue revised lists of top producers, if necessary.

[20.2.87.303 NMAC - N, XX/XX/07]
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Key Points Regarding the April 24, 2007
Strawman for Greenhouse Gas Mandatory Reporting

General

Geographic range: Regulation applies to emissions from specified equipment in New
Mexico (not on Indian Lands or in Bernalillo County), but companies can report additional
equipment and emissions.

“Reporting year”: The year in which the data is collected is referred to as the ‘reporting
year’, although the report is submitted July 1 of the following year.

Frequency of reporting: GHG emissions reports would be submitted when requested (prior
to the reporting year) by the department. The department may not request reports more
than annually, but may request reports less often.

Earliest commencement of each Phase: Phase 1 reports cannot be requested for any
reporting year prior to 2008. Phase 2 reports cannot be requested for any reporting year
prior to 2010.

Participants in the anticipated voluntary ‘Multi-state registry’ would not have to also report
GHG emissions under mandatory reporting, although NMED would need access to the
data.

Emissions calculation procedures for emissions required to be reported: Such procedures
would be developed by the department with review and comment by interested parties.
Procedures would be required to “be consistent with generally accepted protocols for
estimation of greenhouse gasses,” and include the recommended methods for estimation
and alternative methods. Procedures would have to be finalized prior to the beginning of
the reporting year to which they apply.

Third party verification would not be required, but the usual certification by a company
official would apply.

Electric Generators

Reporting applies to Title V sources that produce above a threshold capacity and have the
primary purpose of generating electricity for sale.

In Phase 1, report CO2 emissions that result from combustion reported under Title V.

In Phase 2, report all direct GHG emissions at the facility (not mobile).

Oil and Gas

During the year prior to each reporting year, the department would create 2 lists of the top
producers, based on OCD production data for production not on Indian Lands. Each would
include the minimum number of producers to account for a set percentage of production in
each of the following 5 categories: BOE in San Juan Basin, BOE in Permian Basin, gas
production, oil production, and CO2 production. Both lists would be sent to producers and
interested parties for review and comment.

In Phase 1, the top 60% [?] of producers and oil and gas companies with Title V sources
would report CO2 emissions from the equipment list proposed by NMOGA, CO2 from
combustion at the Title V sources, and vented CO?2.

In Phase 2, the top 80% [?] of producers and oil and gas companies with Title V sources
would report as above in Phase 1, and the top 60% [?] and oil and gas companies with Title
V sources would also report methane emissions.





A
elpaso
May 11, 2007

Sandra Ely, Energy and Environment Coordinator
Mary Uhl, Air Quality Bureau Chief

New Mexico Environment Department

2048 Galisteo

Santa Fe, NM 87505

Re: Comments on April 24" Draft Version of 20.2.87 NMAC — Greenhouse Gas Reporting

El Paso Corporation (El Paso) submits these comments on the draft rule [20.2.87 NMAC] regarding
Greenhouse Gas (GHG) reporting, presented to the various stakeholders at the New Mexico Climate
Change workgroup meeting held on April 24, 2007.

El Paso is organized around two core businesses—pipelines and exploration and production. El
Paso’s Pipeline group comprises over 20% of the interstate gas pipeline infrastructure in the country.
Four pipeline companies, consisting of EI Paso Natural Gas, Tennessee Gas Pipeline, Colorado
Interstate Gas, and Southern Natural Gas, operate under the EI Paso umbrella and service a network
of nearly 43,000 miles of pipeline. El Paso has operations in over thirty (30) states and several federal
jurisdictions. In New Mexico, El Paso Natural Gas (EPNG) currently operates twenty (20)
compressor stations; seventeen (17) of which are under the New Mexico Environment Department’s
(NMED) jurisdiction.

As an industry leader, El Paso shares the concern being expressed by public and governmental
stakeholders over the issue of climate change. El Paso has been actively participating in national and
international policy discussions and has instituted internal guiding principles on the issue of global
climate change. EIl Paso maintains leadership positions at the Interstate Natural Gas Association of
America (INGAA) on greenhouse gas (GHG) issues and in the development of the INGAA
Greenhouse Gas Emissions Estimation Guideline for Natural.Gas Transmission and Storage™.

El Paso is part of the Natural Gas Protocol Workgroup facilitated by the California Climate Action
Registry (CCAR) and the World Resources Institute (WRI) with the goal to produce a guidance
document and protocol for accounting emissions from Natural Gas Transmission and Distribution
assets. The protocol and calculation tool(s), which will be developed through a stakeholder
workgroup process, will supplement the California Climate Action Registry’s General Reporting
Protocol (GRP)? and the World Resources Institute (WRI)/World Business Council for

thttp:/Avww.ingaa.org/Documents/Climate%20Change%20&%20Environment/INGAA%20GHG%20Guidelines%20Vol
%201_Emission%20Est%20Methods.pdf
2 http://www.climateregistry.org/docs/PROTOCOLS/GRP%20V2.1.pdf
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Sustainable Development (WBCSD) Greenhouse Gas Protocol - A Corporate Reporting and
Accounting Standard (Corporate Standard)?.

El Paso’s first internal [2004] GHG inventory was completed in 2005. We became a member of the
CCAR in August 2006. EI Paso’s 2005 GHG inventory for the pipeline group successfully
underwent a third-party verification process. In addition, El Paso has produced a corporate GHG
Inventory Management Plan and a pipeline GHG Inventory Technical Manual, and is in the process
of developing a GHG Information Management System (IMS). Later this year, El Paso intends to
register their 2006 GHG emission estimates under DOE 1605(b) requirements and will be reporting
GHG emissions for El Paso Pipeline Group’s assets located in California to CCAR.

El Paso’s comments can be summarized as follows:

1. El Paso recommends the NMED Air Quality Bureau (AQB) develop GHG reporting
regulations consistent with other acceptable protocols and methodologies, especially the
multi-state climate registry;

2. El Paso recommends inclusion of all appropriate definitions under 20.2.87.7 NMAC
consistent with definitions adopted in other accepted protocols;

3. El Paso recommends AQB to develop applicability threshold requirements under 20.2.87.200
recognizing the uniqueness of GHG emissions covering multiple pollutants with various
global warming potentials (GWP) and not mix them with Clean Air Act (CAA) thresholds;

4. El Paso also recommends AQB to consider only CO, emissions from combustion sources for
the first three years (i.e., Phase I) followed by the inclusion of the other five (5) GHG gases in
subsequent years (i.e., Phase I1);

5. El Paso recommends AQB clearly define the reporting boundaries for sources and urges AQB
to incorporate operational control as the primary reporting boundary. Equity share reporting
should only be considered as an optional reporting structure;

6. El Paso recommends AQB streamline reporting requirements, including establishment of
de minimis levels and define source categories consistent with other acceptable protocols;

7. El Paso recommends submittal of third party verified report into an electronic database.
However, we oppose the need to maintain records for a period of five (5) years;

8. El Paso supports the concept that compliance with the GHG reporting section is demonstrated
by submittal of a GHG emissions report under the multi-state registry.

3http://www.ghgprotocol.org/templates/GHG5/layout.asp?type=p&Menuld=0Dg4&doOpen=1&ClickMenu=No
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Consistency with other acceptable protocols and methodologies

El Paso offers its expertise and experience to AQB as it develops regulations for GHG emissions
reporting. Overall, we request the AQB develop its regulations consistent with other accepted
protocols. Most importantly, since NM is an official founding member state of The Climate Registry
(multi-state registry) as of May 8, 2007, it is imperative that the definitions in this regulation be
consistent with this registry’s protocols.

Definitions - 20.2.87.7

El Paso recommends developing definitions in this proposed regulation and future programs
consistent with the various existing emissions estimation protocols like WRI, CCAR, INGAA and/or
1605(b).  Noting there are multiple differences (few examples shown below) between these
protocols, El Paso recommends this regulation define the Global Warming Potentials (GWPs) to be
used for conversion purposes.

Ex: CCAR requires the use of GWPs from the Second Assessment Report for conversion
of GHG emissions to CO,. whereas 1605(b) requires the use of the most recent IPCC report
(currently the Third Assessment Report);

Ex: Insignificance threshold under CCAR is 5% and 3% under 1605(b).

El Paso strongly believes that a de minimis emissions subgroup should be established to assist in
developing reasonable practices and identifying a pre-determined list of sources as insignificant
emitters that can be considered de minimis. The costs, complexities, and activity data demands to
develop an inventory from natural gas transmission is onerous — and eliminating trivial activities from
inventory development can have a positive impact on the internal process and demands on operations.
As explained above, the CCAR and DOE programs have de minimis levels as a percent of the total
emissions. While the focus of the de minimis concept in these programs are more to do with the
verification part, we recommend establishment of a list of sources and/or combined activities that
contribute to less than 3-5% of the total emissions of the applicable facility or company.

El Paso has developed its technical manual to estimate GHG emissions from the transmission and
distribution sector based on past experiences with the INGAA, CCAR and DoE programs. While this
IS a proprietary document, El Paso welcomes the opportunity to discuss the content of this document
with the AQB and highlight additional differences and similarities in the various existing GHG
protocols and voluntary programs.

El Paso Corporation

PO Box 2511

Houston, TX 77252-2511
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Greenhouse gas emissions reporting - 20.2.87.200 — 20.2.87.202

Applicability

El Paso urges the AQB not to associate the Clean Air Act regulations (e.g., Title V, NESHAPS, etc.)
to GHG reporting criteria. A facility may be classified as a major source for Title V if it exceeds any
criteria pollutant threshold These thresholds were developed after years of research and modeling. El
Paso respects the recent Supreme Court ruling®, but submits that similar threshold analysis for major
source status (and impacts to human health and welfare) have not been conducted for GHG pollutants.
The AQB’s current applicability proposal may result in a facility with limited or no GHG emissions
to be subject to the onerous reporting regulation simply due to emissions of a non GHG criteria
pollutant. For example, a major Title V source of PM, s will be required to report GHG emissions per
this regulation. This facility may not have any source of GHG emissions and this will result in undue
administrative burden to both the facility and the agency.

Again, El Paso stresses the importance of establishing consistency at the outsest of the mandatory
reporting program envisioned by this regulation and eventual mandatory reduction programs.
Therefore, in lieu of the criteria under Sections 20.2.87.201 — 202 NMAC and 20.2.87.303 NMAC,
we propose this reporting program specifically target facilities that emit the equivalent of 100,000
tonnes or more of CO2, annually. The Western Regional Climate Action Initiative (WRCAI), of
which NM is a member, has been mandated to develop a cap and trade program. Under cap and trade
programs, caps are based on actual levels or thresholds. Should WRCAI establish caps on potential to
emit levels, we support establishment of future reporting thresholds on a potential basis.

While the Clean Air Act provides some good framework to establish GHG regulations, it is important
that AQB consider the uniqueness of GHG issues, including but not limited to emission sources and
the uncertainty associated with some of the emission estimates. Emission estimation methodologies
from the oil and gas industry, particularly the transmission and storage sector is relatively more
complex due to methane losses from fugitive and vented emission sources. The current emission
factors have a high degree of uncertainty associated with their emissions®.

Due to the uncertainty surrounding same, El Paso recommends AQB to focus its inventory efforts to
CO; only from combustion sources for the first three years. This is consistent with the CCAR
program which requires emissions of other GHG pollutants to be reported after the third year. El Paso
recommends that CH,4 emission estimates, resulting from vented and fugitive emission sources, be
phased in to afford the opportunity for improved emission estimates. Industry organizations such as
API, AGA and INGAA and the EPA have commissioned a study to review emission factors
specifically within the oil and gas sector. With respect to the transmission and storage sector, the
uncertainty can be as high as 260% for compressor stations and pipeline venting activities. Table 1

* Massachusetts et al. V. Environmental protection agency et al, No. 05.1120., April 2, 2007
® http://www.ipieca.org/activities/climate_change/downloads/workshops/jan_07/5%20George.pdf
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below, based on 1992 activity data for the U.S. inventory as identified in the 1996 Gas Research
Institute / Environmental Protection Agency Study (GRI/EPA 1996), summarizes the published
emission factors and uncertainties surrounding the emissions.  Furthermore, the uncertainty
presented does not account for uncertainty associated with the "activity data”". The current emission
factor improvement study has reviewed approximately 1,700 emission factors, associated uncertainty
and the calculation of emissions. Therefore, while industry can report all GHG emissions, AQB
should realize these estimates have a high degree of uncertainty and therefore use of this data for a
future mandatory program should be reviewed with great caution. El Paso recommends that
companies which use an acceptable protocol and have their emissions verified under this reporting
program, be absolved from any future compliance issues due to publication of new emission factors
or employment of a revised emissions methodology.

Table 1
Transmission & Storage Sector Equipment and Facility Emission Sources with Largest Contributions to
Natural Gas Industry GHG Emissions Estimate Uncertainty (GRI/EPA, 1996)

EF 1992 1992
Equipment/ Source | Emission EF Units Uncert | Emissions | Emissions
Emissions Source Type Factor (90% | Data (scf) | Uncert (scf)
Ch

Compressor  Station | /o | 5300,000 | scfistation-yr | 262% | 1.15E+10 | 3.02E+10
Venting
Pipeline Venting/ :

Vent 41,000 scf/mile-yr 236% 1.17E+10 | 2.75E+10
Blowdowns
Transmission Recip | -\ | 5550000 | scficomp-yr | 65% | 3.77E+10 | Z°FHL0
Compressor
Pneumatic Devices Vent 162,197 | scflequip-yr 44% 1.41E+10 6.22E+9
Trans Comp: Station | -\ | 3900000 | scfistation-yr | 102% | 5.45E+9 | 556E+9
non-comp Equip
Storage Recip Comp Fug 7,710,000 | scf/comp-yr 48% 1.09E+10 5.16E+9
Storage Comp Station | | 7650000 | scfistation-yr | 100% | 3.73E+9 | 3.73E+9
non-comp Equipment
M&R Station: Trans |\ | 1450000 | scfistation-yr | 80% | 3.68E+9 | 2953E+9
Co. Interconnects
Trans Cent Comp Fug | 11,100,000 | scf/comp-yr 34% 7.53E+9 2.56E+9
M&R Station: Farm . 0
Taps & Direct Sales Fug 11,400 | scf/station-yr 80% 8.27E+8 6.62E+8
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Reporting boundaries

We recommend the AQB to establish the coverage elements under this section. This includes
defining the boundaries for reporting and clearly defining the gases to be reported. We support
reporting based on an operational control basis mainly due as opposed to equity basis. Further, we
recommend inclusion of only direct emissions and not consider indirect emissions due to the limited
contribution to the overall CO2; total.

We recommend submitting verified GHG emissions inventories by October of the following year.
The GHG inventories take considerable time to develop due to its complexities. Further inventories
required by Part 20.2.73.300 NMAC are due in the first quarter and engage limited company
resources. Submittal of a verified report ensures the integrity of the emissions report and consistency
with the compliance requirements of the proposed section.

De minimis levels

El Paso strongly believes that a de minimis emissions subgroup should be established to assist in
developing reasonable practices and identifying a pre-determined list of sources as insignificant
emitters that can be considered de minimis. The costs, complexities, and activity data demands to
develop an inventory from natural gas transmission is onerous — and eliminating trivial activities from
inventory development can have a positive impact on the internal process and demands on operations.
As explained above, the CCAR and DOE programs have de minimis levels as a percent of the total
emissions. While the focus of the de minimis concept in these programs are more to do with the
verification part, we recommend establishment of a list of sources and/or combined activities that
contribute to less than 3-5% of the total emissions of the applicable facility or company.

Other reporting requirements

El Paso strongly supports the concept under 20.2.87.301 NMAC ENTITIES THAT REPORT GHG
EMISSIONS UNDER THE CLIMATE REGISTRY (MULTI-STATE REGISTRY). EI Paso
operates in multiple states across the country and therefore is highly supportive of initiatives that
streamline and consolidate various state initiatives to a single national level system. EI Paso as a
company supports initiatives that standardize GHG emission estimation methodologies and programs.

El Paso Corporation

PO Box 2511
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Recordkeeping requirements.

The proposed regulation requires recordkeeping requirements for a period of 5 years. Since El Paso
proposes a third party verified report, it eliminates the need for recordkeeping requirements at a site
for inspection or compliance. Further, we understand, The Climate Registry plans to have reports
filed electronically into a state/regional or national database system. To eliminate unnecessary
paperwork (and therefore energy), we recommend modification of this provision as outlined in the
attachment.

We hope that these comments are useful in developing the AQB’s GHG reporting program. Please
contact Naomi Cortez at her office (719) 520-4799, or naomi.cortez@elpaso.com with questions or
for further information.

Sincerely,

Kym N. Olson
State Government Affairs Manager
El Paso Corporation

El Paso Corporation

PO Box 2511

Houston, TX 77252-2511
713.420.2600
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TITLE 20 ENVIRONMENTAL PROTECTION
CHAPTER2  AIRQUALITY (STATEWIDE)
PART 87 GREENHOUSE GAS EMISSIONS REPORTING

20.2.87.11SSUING AGENCY:: Environmental Improvement Board.
[20.2.87.1 NMAC - N, XX/XX/07]

20.2.87.2SCOPE: All persons who own or operate an applicable source of greenhouse gas emissions in the geographic
areas within the jurisdiction of the Environmental Improvement Board.
[20.2.87.2 NMAC - N, XX/XX/07]

20.2.87.3STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-8(A)(4), and Air
Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically Sections 74-2-5(B)(1) & 74-2-
G)(©O)(B)(d) & (e).

[20.2.873. NMAC - N, XX/XX/07]

20.2.87.4DURATION: Permanent.
[20.2.87.4 NMAC - N, XX/XX/07]

20.2.87.5EFFECTIVE DATE: MM/DD/YY except where a later date is cited at the end of a section or paragraph.
[20.2.87.5 NMAC - N, XX/XX/07]

20.2.87.60BJECTIVE: The objective of this Part is to establish requirements for the reporting of greenhouse gas
emissions to the Department.
[20.2.87.6 NMAC - N, XX/XX/07]

20.2.87.7DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC, the following definitions shall apply to terms
used in this Part.

A “operational control” (EI Paso recommends this be defined)
B. “emission report or inventory” means a listing, by source, of the amount of air pollutants discharged into the
atmosphere.

C. “"entity"* means [do we need to define this? We don’t use the terms owner or operator];

D. ""greenhouse gas' means any of the following: carbon dioxide (CO,), methane (CH,), nitrous oxide
(N20), hydrofluorocarbon (HFC), perfluorocarbon (PFC) or sulfur hexafluoride (SFg).

E. ""greenhouse gas emissions reporting year” means the calendar year in which reported data is
required to be collected under this Part.

F.

G.

H.

|
[20.2.87.7 NMAC - N, XX/XX/07]

20.2.87.8SEVERABILITY. If any provision of this Part, or the application of such provision to any person or
circumstance, is held invalid, the remainder of this Part, or the application of such provision to persons or circumstances
other than those as to which it is held invalid, shall not be affected thereby.

[20.2.87.9 NMAC - N, XX/XX/07]

20.2.87.9CONSTRUCTION. This Part shall be liberally construed to carry out its purpose. The intent of this statement
is not clear. Please elaborate.

[20.2.87.10 NMAC - N, XX/XX/07]

20.2.87.10 SAVINGS CLAUSE. Repeal or supersession of prior versions of this Part shall not affect any
administrative or judicial action initiated under those prior versions.
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[20.2.87.11 NMAC - N, XX/XX/07]

20.2.87.11 COMPLIANCE WITH OTHER REGULATIONS. Compliance with this Part does not relieve a
person from the responsibility to comply with any other applicable federal, state, or local regulations.
[20.2.87.12 NMAC - N, XX/XX/07]

20.2.87.12 10 20.2.87.199 [RESERVED]
20.2.87.200 GREENHOUSE GAS EMISSIONS REPORTING PROCEDURES

A Entities that meet the applicability requirements in sections 20.2.87.201 through 20.2.87.299 NMAC
shall submit a greenhouse gas emissions report under this Part upon request to-all-applicable-entities-of-that-sector-[define?}
by the Department. Greenhouse gas emissions reports shall apply to a calendar year.

B. Entities that are requested to report greenhouse gas emissions shall collect and record required data during
the greenhouse gas emissions reporting year to which the report applies. Reporting entities shall submit reports required
under this Part by October July of the year following the greenhouse gas emissions reporting year. Each reporting entity
that does not meet the requirements under Section 20.2.87.301 shall maintain records for five (5) years of all information
used to calculate GHG inventories, in accordance with the requirements of this Part, the entity’s applicable greenhouse gas
emissions for each year for which they report.

C. The Department shall not request RPhase-+ greenhouse gas emissions reports for CO, emissions from
direct combustion sources for any reporting year prior to 2008.
D. The Department shall not request RPhase-H greenhouse gas emissions reports for any greenhouse gas

emissions reporting year prior to 2010.
[20.2.87.200 NMAC - N, XX/XX/07]

20.2.87.201 PHASEREPORTING






[20.2.87.201 NMAC - N, XX/XX/07]

20.2.87.202 PHASE 11 REPORTING
. itand.C - ine-Cart ioxide:

20.2.87.203 10 20.2.87.299 [RESERVED]

20.2.87.300 CONTENT OF EMISSIONS REPORTS. Emissions report contents shall include:
the name and address of the reporting entity;
the name and telephone number of the person to contact regarding the emissions report;
‘cal location.of faciliti bi Py :
fuel use, including amounts and specifications of each fuel type, directly related to reported emissions;
a description of the methods utilized to make estimate the emissions ealeulations;

moow»
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F. calculations of emissions of each reported greenhouse gas and the sum of all reported greenhouse gases
in units of tonnes of carbon dioxide equrvalent i 3

G. a statement of Whether reported emissions include emissions that are not required to be reported under
this Part; and
H. each reporting entity that does not meet the requirements under Section 20.2.87.301, shall provide a

certification signed by the owner; or operator of the facility or entity, a-respensible-official-as-defined-in20-270-NMAC

attesting that the statements and information contained in the greenhouse gas emissions report are true and accurate based
on the best available information at the time of preparation to-the-best-knewledge-and-belief-of-the-certifying-official; and
ineluding along with the full name, title, signature, date of signature, and telephone number of the certifying official.
[20.2.87.300 NMAC - N, XX/XX/07]

20.2.87.301 ENTITIES THAT REPORT GREENHOUSE GAS EMISSIONS UNDER [THE CLIMATE
REGISTRY (A MULTI-STATE REGISTRY)]. Entities required to report greenhouse gas emissions under this Part
may register and third-party verify their greenhouse gas emissions with [the voluntary program of the [The Climate
Registry (multi-state registry)]. Entities that have registered and verified their greenhouse gas emissions in accordance with
the procedures of the [The Climate Registry (multi-state registry)] for the greenhouse gas emissions reporting year shall be
deemed to be in compliance with this Part for that reporting year. [What level of access to source data does the
Department need?]

[20.2.87.301 NMAC - N, XX/XX/07]

20.2.87.302 EMISSIONS CALCULATION PROCEDURES

A At least one-hundred eighty (180) sixty(60) days prior to the beginning of a greenhouse gas emission
reporting year, the Department shall issue procedures for the calculation of greenhouse gas emissions that are required to be
reported in that reporting year. Notification of the availability of such procedures shall be provided to each repomng entrty
and shall be made available on the NMED AQB website to-ea A
be-netified. Such procedures shall:

(1) be consistent with generally accepted protocols for estimation of greenhouse gas emissions;

(2) include recommended methods for estimation of greenhouse gas emissions from equipment and processes
for which emissions calculations are required, and the supporting data that is required for use of such methods;

(3) include alternate methods for estimation of greenhouse gases, where such alternate methods are available;

and
(4) [what other constraints should apply to the Department’s procedures?]

B. The Department shall provide interested persons at least thirty-(36) sixty (60) days to submit comments
regarding procedures for the calculation of greenhouse gas emissions, and shall respond to those comments at least thirty
(30) days prior to the beginning of a greenhouse gas emission reporting year. The Department’s response may include
revision to and reissuance of the procedures for the calculation of greenhouse gas emissions. Notification of the
Department’s response shall be provided to each reporting entity and to-each-persen-whe-has-netified-the- Department-of an
interest-to-be-notified: shall be made available on the NMED AQB website.

C. Department notifications required under this Part may be made electronically or in writing.

[20.2.87.302 NMAC - N, XX/XX/07]
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[20.2.87.303 NMAC - N, XX/XX/07]
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16 May 2007

Brad Musick and Lany Weaver
New Mexico Environment Department, Air Quality Bureau
2048 Galisteo Street
Santa Fe, NM 87505
VIA E-Mail

Dear Mr. Musick and Ms Weaver:

Attached are the NMOGA Comments on the April 24" discussion draft for
Greenhouse Gas Emissions Reporting Rule. We would like to thank you
for the additional time allotted for responding to the discussion draft and
we are hopeful that you will find our comments to be constructive and of
value to the proposed rulemaking as we move forward.

Because we are unable at this time to review our changes to the
discussion draft with you a summary of our substantive changes are noted
below.

20.2.87.6 Objective:

At the May 7, 2007 conference call, the Air Quality Bureau staff
sounded reluctant to change the objective statement because that “wasn’t
normally how an objective was phrased.” NMOGA has serious concerns
that the information collected as part of the inventory will be used for
punitive actions against reporting companies. The purpose of the
information is only to improve the greenhouse gas inventory.

20.2.87.7 Definitions: NMOGA reworded several definitions and added
others.

20.2.87.7 H. and 1. Operational control and reporting entity are
conceptually understood but difficult to articulate. These definitions are
broad and we don’t believe that the definition should try to capture every
imaginable example of these concepts. NMOGA believes that the
proposed definition of “operational control” answers the question as to
contractual control. Contractual control might or might not be the same as
operational control. Each reporting entity will have to have background
data to support the decision of whether a facility, operation, or venture is
under that entity’s operational control on a case by case basis.

"Ensuring tomorrow's future today."
Serving our members since 1929
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20.2.87.200 GHG Emissions Reporting Procedures:

20.2.87.200. B NMOGA agrees with the proposed due date of July 1 for the
inventory. This is after the Emissions Inventory but before any quarterly or calendar
semi-annual reports. NMOGA suggests that all information pertinent to the inventory
including calculations, assumptions, background information, etc be maintained for five
years. This is the standard length of time for federal recordkeeping.

20.2.87.201 Phase | Reporting:

20.2.87.201. A (1) NMOGA added specific NAICS codes instead of the more
generalized “sector”. This would exclude some operations that were not meant to be
included at this time (i.e. wholesalers and bulk terminals).

20.2.87.201. A (2) “Reporting entity” is used in lieu of owner or operator. This
regulation is specific to “operational control” so ownership is not an issue and all
references to ownership and/or operator should be eliminated to avoid confusion.

20.2.87.201. A (2)(a) The reference to Subpart ZZZZ was misunderstood by the
Bureau. That was the logic for choosing the 500 horsepower threshold, but it wasn't the
intent that this regulation only apply to sources subject to ZZZZ. There are a lot of
sources that are over 500 horsepower, but not subject to ZZZZ because the sources are
not located at sites that are major sources of HAP emissions. NMOGA also suggests
adding the term “nameplate” horsepower so that there is no confusion over whether the
applicability is based on site rated horsepower or nameplate horsepower. In addition,
NMOGA added the term non-road engines to ensure that only stationary, non-mobile
sources were subject to this rule.

20.2.87.201.A (2)(e) Under Phase I, NMOGA proposes only reporting CO2
emissions from processed gas streams. At this time, there are not adequate protocols
for such calculations. The original draft language would have included CO2 from vent
streams for instance.

20.2.87.201.A (2)() NMOGA believes that the proposed language in (2)(f) would
capture all of the major sources of CO2 in the refinery process.

20.2.87.202 Phase Il Reporting: Subpart A of Phase Il is identical to Subpart A of
Phase | with the exception that the applicability to producers is raised to 80%.

20.2.87.202. B (1) The NAICS code for refineries was eliminated because there
are no sources of methane in the refinery process.

20.2.87.202. B (2)(a) — (e) NMOGA proposes that methane reporting be confined
to the five listed activities or processes. The methane emissions can be calculated via
emission factors or emission estimating software for these activities. Industry
acknowledges that there are other sources of methane, however, at this time, there are
not adequate protocols developed to produce an accurate methane inventory. The
recordkeeping from these activities will be burdensome, but with time to prepare,
industry will be ready by 2010 to estimate methane emissions from these activities.

20.2.87.300 Content of Emissions Reports: While 20.2.70 was a good place to start
for this section, it is not totally applicable. The inventory is designed to be “entity wide”.
It is not appropriate to include the physical location of facilities. First, there might be
facilities not subject to 20.2.70 reporting; and second, the Bureau already has the
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physical location of all Title V facilities. However, it is appropriate to include a list of
facilities or business units whose emissions were included in the inventory.

20.2.87.300. C The amounts and specifications of each fuel type should be
retained by the entity as part of the background information used to develop the
inventory but should not be part of the inventory report. Fuel specifications are usually
considered Business Confidential Information.

20.2.87.300. D The basic methods used in calculations will have been approved
and provided by the Department. The entity should report calculation methods only if
the entity deviated from these methods. This would still allow site specific calculations
that may be more appropriate but would simplify the reporting process.

20.2.87.300. E NMOGA feels strongly that only emissions from routine
operations should be included. The stated purpose of this regulation is to improve the
greenhouse gas inventory. One aspect of that inventory is to project future emissions.
It is not appropriate to project future emissions based on unusual events. An example
of this would be the excess emissions caused by Hurricane Rita in the September 2005.
If the emissions from that year had been used to project future emissions, the future
emissions would be grossly overestimated.

20.2.87.300. F “Responsible official” is a term used in Title V compliance. It is
not appropriate to use that term and apply it to non-Title V sites. NMOGA suggests the
term “duly authorized official”. This would allow entities the flexibility to determine who
is “in charge” of the greenhouse gas reporting for that entity.

20.2.87.301 Entities That Report GHG Emissions Under The Multi-State Registry:
NMOGA feels that is appropriate to allow companies that participate in any other
registry that meets the requirements to be in compliance with this subpart.

20.2.87.302 Emissions Calculation Procedures:

20.2.87.302. A (4) NMOGA feels that it is important that the AQB issue
procedures be generally consistent with multi-state registry protocols.

20.2.87.302. A (5) The proposed procedures should also specifically state the
accepted global warming potential for methane. The API compendium suggests using
the SAR value through 2012 and the TAR value after 2012.

20.2.87.302. B. NMOGA feels that it is a better use of resources if the
Department only offers advance notification if the Department wishes to deviate from
the calculation procedures used in previous reporting years. If there is no change (i.e.
existing protocols have not changed), then the Department can simply state that they
aren’t changing the calculation procedures and companies can proceed.

20.2.87.302. D. The Department should post the proposed calculation
procedures on the website in addition to notifying the interested parties.
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Thank you for the opportunity to comment and if you have any questions, | hope that
you will feel free to contact me at the association office.

Sincerely,

Deborah Seligman
Director Governmental Affairs

Attachment as noted

cc: Mary Uhl, Bureau Chief
Suzanne Holland, Chevron
Bruce Gantner, ConocoPhillips
Co-chairs, NMOGA Environmental Affairs Committee
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TITLE 20 ENVIRONMENTAL PROTECTION

CHAPTER2  AIR QUALITY (STATEWIDE)

PART 87 GREENHOUSE GAS EMISSIONS REPORTING
20.2.87.1 ISSUING AGENCY': Environmental Improvement Board.

[20.2.87.1 NMAC - N, XX/XX/07]

20.2.87.2 SCOPE: All persons who own or operate an applicable source of greenhouse gas emissions in the
geographic areas within the jurisdiction of the Environmental Improvement Board.
[20.2.87.2 NMAC - N, XX/XX/07]

20.2.87.3 STATUTORY AUTHORITY: Environmental Improvement Act, NMSA 1978, Section 74-1-
8(A)(4), and Air Quality Control Act, NMSA 1978, Sections 74-2-1 et seq., including specifically Sections 74-2-
5(B)(1) & 74-2-(5)(C)(5)(d) & (e).
[20.2.873. NMAC - N, XX/XX/07]

20.2.87.4 DURATION: Permanent.

[20.2.87.4 NMAC - N, XX/XX/07]

20.2.87.5 EFFECTIVE DATE: MM/DD/YY except where a later date is cited at the end of a section or
paragraph.

[20.2.87.5 NMAC - N, XX/XX/07]

20.2.87.6 OBJECTIVE: The objective of this Part is to establish requirements for the reporting of
greenhouse gas emissions (GHG) to the Department for the purpose of developing an improved greenhouse gas
inventory. This regulation is not to be used for the purpose of other regulatory actions, including but not limited to
establishing a baseline inventory for cap and trade purposes.

[20.2.87.6 NMAC - N, XX/XX/07]

20.2.87.7 DEFINITIONS: In addition to the terms defined in 20.2.2 NMAC, the following definitions shall
apply to terms used in this Part.

A. “CO2 equivalent” means quantity of a given greenhouse gas multiplied by its total global warming
potential.

B. “Direct emissions” means emissions from sources that are within the operational control of the reporting
entity.

C. "Greenhouse gas" or GHG means any of the following: carbon dioxide (CO,), methane (CHy), nitrous
oxide (N;0), hydrofluorocarbon (HFC), perfluorocarbon (PFC) or sulfur hexafluoride (SF).

D. "Greenhouse gas emissions reporting year” means the calendar year in which reported data is required to
be collected under this Part.

E. “GHG emission report or inventory” means a listing, by source, or in aggregate, of the amount of GHG
air pollutants discharged into the atmosphere.

F. “Indirect Emissions” that are a consequence of the actions of a reporting entity but are produced by
sources owned or controlled by another entity.

G. Metric tons mean 2204.62 pounds.

H. “Operational control” means having the contractual authority to introduce and implement operation and
environmental, health, and safety (EHS) policies at the facility or venture.

I. “Reporting Entity" means the organization responsible for the total facilities, operations, and ventures
within predetermined boundaries that a company is reporting under 20NMAC 2.87.

J. “The Climate Registry” refers to any future multi-state registry that the State of New Mexico participates
in.

K. “Sector” means like industries based on NAICS codes.

[20.2.87.7 NMAC - N, XX/XX/07]
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20.2.87.8 SEVERABILITY: If any provision of this Part, or the application of such provision to any person
or circumstance, is held invalid, the remainder of this Part, or the application of such provision to persons or
circumstances other than those as to which it is held invalid, shall not be affected thereby.

[20.2.87.9 NMAC - N, XX/XX/07]

20.2.87.9 CONSTRUCTION: This Part shall be liberally construed to carry out its purpose.
[20.2.87.10 NMAC - N, XX/XX/07]

20.2.87.10 SAVINGS CLAUSE: Repeal or supersession of prior versions of this Part shall not affect any
administrative or judicial action initiated under those prior versions.
[20.2.87.11 NMAC - N, XX/XX/07]

20.2.87.11 COMPLIANCE WITH OTHER REGULATIONS: Compliance with this Part does not relieve
a person from the responsibility to comply with any other applicable federal, state, or local regulations.
[20.2.87.12 NMAC - N, XX/XX/07]

20.2.87.12 t0 20.2.87.199 [RESERVED]

20.2.87.200 GREENHOUSE GAS EMISSIONS REPORTING PROCEDURES:

A Reporting entities that meet the applicability requirements in sections 20.2.87.201 through
20.2.87.299 NMAC shall submit a greenhouse gas emissions report under this Part upon request to all applicable
entities of that sector by the Department. Greenhouse gas emissions reports shall apply to a calendar year.

B. Reporting entities that are requested to report greenhouse gas emissions shall collect and record
required data during the greenhouse gas emissions reporting year to which the report applies. Reporting entities
shall submit reports required under this Part by July 1 of the year following the greenhouse gas emissions reporting
year. Each reporting entity shall maintain records for five (5) years of all information used to calculate, in
accordance with the requirements of this Part, the entity’s applicable greenhouse gas emissions for each year for
which they report.

C. The Department shall not request Phase | greenhouse gas emissions reports for any greenhouse
gas emissions reporting year prior to 2008.
D. The Department shall not request Phase 11 greenhouse gas emissions reports for any greenhouse

gas emissions reporting year prior to 2010.
[20.2.87.200 NMAC - N, XX/XX/07]

20.2.87.201 PHASE | REPORTING:
A. Phase | Oil and Gas Reporting Entities:
(1) Applicable Entities. Phase | applies to all oil and gas reporting entities with the following NAICS
codes: 211111, 221210, 324110, 486210 and that:
(a) areincluded on the list, prepared by the Department prior to each reporting year under
Section 303 NMAC of this Part, of the top producers collectively accounting for 60 percent of production; or
(b) own or operate a facility that is subject to permit requirements under 20.2.70 NMAC.
(2) Reported emissions. Each oil and gas reporting entity shall report emissions of carbon dioxide
from the following sources under its operational control during the greenhouse gas emissions reporting year:
(a) stationary engines that are greater than or equal to nameplate 500 horsepower in size;
(b) heaters with a maximum design heat input capacity greater than or equal to 10 million
British Thermal Units (BTU) per hour;
(c) turbines with a nameplate capacity greater than or equal to 25 megawatts;
(d) all fossil fuel combustion reported as part of permit requirements under 20.2.70 NMAC,;
(e) all carbon dioxide removed from coal bed methane (CBM) or natural gas streams by
processing through amine treatment processes; and
(f) Refinery emissions of CO2 vented to atmosphere from tail gas incinerators fluid catalytic
cracking unit regenerators, and hydrogen plants.
B. Electrical Generating Reporting Entities:
(1) Applicable Entities. Phase | applies to all electrical generators that:
(a) are subject to permit requirements under 20.2.70 NMAC;
(b) have the nameplate capacity to generate at least 25 megawatts of electricity; and
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(c) operate the electrical generation equipment more than 500 hours per year.

(2) Reported emissions. Each electrical generating reporting entity shall report, for the greenhouse
gas emissions reporting year, carbon dioxide emissions resulting from all fossil fuel combustion reported as part of
permit requirements under 20.2.70 NMAC.

[20.2.87.201 NMAC - N, XX/XX/07]

20.2.87.202 PHASE Il REPORTING:
A Qil and Gas Entities Reporting Carbon Dioxide:
(1) Applicable Entities. Phase | applies to all oil and gas reporting entities with the following
NAICS codes: 211111, 221210, 324110, 486210 and that:
(&) areincluded on the list, prepared by the Department prior to each reporting year under
Section 303 NMAC of this Part, of the top producers collectively accounting for 80 percent of production.; or
(b) own or operate a facility that is subject to permit requirements under 20.2.70 NMAC.
(2) Reported emissions. Each oil and gas reporting entity shall report emissions of carbon dioxide
from the following sources under its operational control during the greenhouse gas emissions reporting year:
(a) stationary engines that are greater than or equal to nameplate 500 horsepower in size;
(b) heaters with a maximum design heat input capacity greater than or equal to 10 million
British Thermal Units per hour;
(c) turbines with a nameplate capacity greater than or equal to 25 megawatts;
(d) all fossil fuel combustion reported as part of permit requirements under 20.2.70 NMAC;
(e) all carbon dioxide removed from CBM or natural gas streams by processing through amine
treatment processes ; and
(f) Refinery emissions of CO2 vented to atmosphere from tail gas incinerators fluid catalytic
cracking unit regenerators, and hydrogen plants.

B. Oil and Gas Entities Reporting Methane:

(1) Applicable Entities. Phase I applies to all oil and gas reporting entities with the following NAICS
codes: 211111, 221210, 486210 and that:

(a) areincluded on the list, prepared by the Department prior to each reporting year under
Section 303 NMAC of this Part, of the top producers collectively accounting for 60 percent of production; or
(b) own or operate a facility that is subject to permit requirements under 20.2.70 NMAC.

(2) Reported emissions. Each such oil and gas reporting entity shall report emissions of methane
released to the atmosphere from the following activities, equipment and processes under its operational control
during the greenhouse gas emission reporting year. Facilities with an annual production throughput of less than 100
MMscf are exempt from reporting in this Phase.

@ glycol dehydration units with a throughput greater than 4 mmscfd,;
(b) plunger lifts;

(© gas actuated pneumatic controllers;

(d) crude oil or condensate storage tank vents; and

(e) processes at facilities subject to 20.2.70 not listed in (a) — (d)
C. Electrical Generating Reporting Entities:

(1) Applicable Entities. Phase Il applies to all electrical generators that:
(a) are subject to permit requirements under 20.2.70 NMAC;
(b) have the capacity to generate at least 25 megawatts of electricity; and
(c) operate the electrical generation equipment more than 500 hours per year.

(2) Phase Il reported emissions. Each electrical generating reporting entity shall report all direct
greenhouse gas emissions that occurred at the electrical generating unit during the greenhouse gas emissions
reporting year, except that such emissions from mobile sources at the facility are not required to be reported.
[20.2.87.202 NMAC - N, XX/XX/07]

20.2.87.203 t0 20.2.87.299 [RESERVED]

20.2.87.300 CONTENT OF EMISSIONS REPORTS: Emissions report contents shall include:

A the name and address of the reporting entity;
B. the name and telephone number of the person to contact regarding the emissions report;
C. fuel use directly related to reported emissions;
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E. a description of any methods, other than those identified in Section 302 of this regulation, utilized
to make emissions calculations;

F. the sum of all reported greenhouse gases, in units of tons of carbon dioxide equivalent, from
emissions occurring during routine operations;

G. a certification signed by a duly authorized official of the reporting entity attesting that the
statements and information contained in the greenhouse gas emissions report are true and accurate to their best
knowledge and belief. This certification should include the full name, title, signature, date of signature, and
telephone number of the certifying official.

[20.2.87.300 NMAC - N, XX/XX/07]

20.2.87.301 ENTITIES THAT REPORT GREENHOUSE GAS EMISSIONS UNDER [THE MULTI-
STATE REGISTRY]: Entities required to report greenhouse gas emissions under this Part may register and third-
party verify their greenhouse gas emissions with “The Climate Registry”. Entities that have registered and verified
their greenhouse gas emissions in accordance with the procedures of the “The Climate Registry” for the greenhouse
gas emissions reporting year shall be deemed to be in compliance with this Part for that reporting year. [20.2.87.301
NMAC - N, XX/XX/07]

20.2.87.302 EMISSIONS CALCULATION PROCEDURES:

A At least 180 days prior to the beginning of a greenhouse gas emission reporting year, the
Department shall issue procedures for the calculation of greenhouse gas emissions that are required to be reported in
that reporting year. Notification of the availability of such procedures shall be posted on the AQB website; provided
to each reporting entity; and provided to each person who has notified the Department of an interest to be notified.
Such procedures shall:

(1) be consistent with generally accepted protocols for estimation of greenhouse gas emissions;

(2) include recommended methods for estimation of greenhouse gas emissions from equipment and
processes for which emissions calculations are required, and the supporting data that is required for use of such
methods;

(3) include alternate methods for estimation of greenhouse gases, where such alternate methods are
available allowing for source specific, site specific or entity specific calculation methodologies;

(4) be consistent with multi-state registry protocols; and

(5) determine the current global warming potential (GWP) for reported greenhouse gases.

B. The Department shall provide interested persons at least sixty (60) days to submit comments
regarding procedures for the calculation of greenhouse gas emissions, and shall respond to those comments at least
thirty (30) days after the end of the comment period. The Department’s response may include revision to and
reissuance of the procedures for the calculation of greenhouse gas emissions. Notification of the Department’s
response shall be provided to each reporting entity and to each person who has notified the Department of an interest
to be notified.

C. Department notifications required under this Part may be made electronically or in writing.
[20.2.87.302 NMAC - N, XX/XX/07]

20.2.87.303 LISTS OF TOP PRODUCERS

A During each calendar year that immediately precedes a greenhouse gas emissions reporting year
for which applicability is based on oil and gas production ranking, the Department shall evaluate data from the
previous year of oil and gas production in New Mexico, including production in the geographic areas within the
jurisdiction of the Environmental Improvement Board, and propose lists of the top producers accounting for 60
percent and 80 percent, respectively, of oil and gas production. Each list shall include the names of the minimum
number of producers needed to account for at least the stated percentage of each of the following:

(1) production (in barrels of oil equivalent) in the San Juan Basin;

(2) production (in barrels of oil equivalent) in the Permian Basin;

(3) gas production (including conventional natural gas and coal bed methane);
(4) oil production; and

(5) carbon dioxide production.

B. By September 1 of the calendar year immediately preceding a greenhouse gas emissions reporting
year, the Department shall provide the proposed lists of top producers to all producers on each list, all producers on
the lists for the previous greenhouse gas emissions reporting year, and all persons who have expressed an interest in
writing of being notified of the proposed lists. Producers on the lists shall notify the Department in writing by
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October 1 of that calendar year of any significant changes they anticipate occurring in their production during the
applicable reporting year.

C. By November 1 of the calendar year immediately preceding a reporting year, the Department shall
issue revised lists of top producers, if necessary.

[20.2.87.303 NMAC - N, XX/XX/07]
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May 16, 2007

Mary Uhl

cc: Sandra Ely, Brad Musick, and Lany Weaver
New Mexico Environment Department

1190 St. Francis Drive

Suite N4050

Santa Fe, New Mexico 87505

mary uhl@nmenv.state.nm.us  brad.musick@state.nm.us
sandra.ely(@state.nm.us lany.weaver(@state.nm.us

Re: THE DEPARTMENT’S DRAFT MANDATORY REPORTING RULE
Dear Mary:

Please accept these comments on behalf of the Natural Resources Defense Council and
Western Environmental Law Center regarding the Department’s Draft Mandatory Reporting
Program (“MRP”) for greenhouse gas (“GHG”) emissions from the oil and gas industry. New
Mexico is in an excellent position to lead GHG reduction efforts from upstream oil and gas
exploration and production, at least nationally if not internationally, and should embrace this
leadership opportunity.

We therefore appreciate the Department’s efforts to institute the MRP and look forward
to continued discussions with the Department and the other stakeholders. In addition to
promoting New Mexico’s leadership role, these discussions are important to ensure that the MRP
actively supports efforts to achieve the GHG emission reduction targets set forth in Governor
Richardson’s Executive Orders 2005-033 and 2006-69. In so doing, New Mexico can properly
combat the risks posed to our state by global warming.

We preface our comments with the observation that the oil and gas industry is not a
model of transparency. This complicates the public’s efforts to engage with and assist the
Department and other stakeholders in this rulemaking effort and, more broadly, the State’s effort
to address global warming. The Department, as it moves forward, should therefore be careful not
to prejudge the rulemaking effort based solely on the limited stakeholder discussions conducted





thus far and should emphasize further discussions and intensified public outreach and
involvement.

The public discourse surrounding global warming is evolving rapidly, and the public can
assist the Department in its efforts, providing a healthy, common-sense perspective concerning
the fundamental significance of global warming to New Mexico and what the State should do
about. In this context, the information and knowledge obtained through the MRP’s development
and implementation will be important. In the words of James Madison:

Knowledge will forever govern ignorance. And a people who mean to be their
own governors must arm themselves with the power knowledge gives. A popular
government without popular information, or the means of acquiring it, is but a
prologue to a farce or a tragedy, or perhaps both.

James Madison, letter to W.T. Barry (August 4, 1822), reprinted in G.P. Hunt, Ed., IX The
Writings of James Madison 103 (1910).

With that said, our comments are set forth below.

I. MANDATORY REPORTING SHOULD SUPPORT ROBUST GHG EMISSIONS
REDUCTIONS

The Department’s position appears to be that the MRP is intended to improve the
Statewide GHG Inventory. We suggest, however, that it would be unwise to fixate on this
intention in a vacuum as the MRP and Statewide GHG Inventory are not ends in and of
themselves. Instead, the MRP should be intentionally designed as a key tool in New Mexico’s
effort to achieve the GHG emission reduction targets set forth in Governor Richardson’s
Executive Orders 2005-033 and 2006-69: “2000 levels by the year 2012, 10 percent (10%) below
2000 levels by the year 2020, and 75 percent (75%) below 2000 levels by the year 2050,” and
any future reduction goals or hard caps established as State policy.

Unfortunately, the Draft MRP, as written, constitutes a missed opportunity to support
GHG emissions reductions and, indeed, could unacceptably delay GHG reduction efforts.' This
is unfortunate because early reductions will not only help the state reach its reduction targets in
the most cost-effective manner, but will likely also benefit participating companies. Put another
way, the longer it takes to implement GHG reduction efforts, the more likely it is that the
Governor’s targets and the State’s leadership role on reducing GHG emissions from upstream oil
and gas exploration and production could be compromised given the significant and still
uncertain emissions from this sector in New Mexico.

! We again emphasize New Mexico’s leadership role and note that the Multi-State Climate Change Registry intends
to “help develop a GHG emissions management system that could support state mandated programs ... [and] might
also develop a model rule for state and tribe mandated reporting programs that could serve as an exemplar of best
practices to support state/tribes in designing their mandatory GHG reporting programs. Multi-State Climate Registry
Stakeholder Briefing Packet #1 at 10 (December 2006). The Department thus has an opportunity, with the MRP, to
exercise its leadership role — an opportunity that the Draft MRP does not seize, notwithstanding the fact that the
Multi-State Climate Registry is intended to be policy neutral with regard to state-level mandatory reporting.
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Our concern is based on the fact that the Department does not appear to have accurate
bottom-up data concerning the sources of GHG emissions from the oil and gas industry and
therefore does not have accurate data concerning the total level of GHG emissions. The existing
Statewide GHG Inventory suggests that the GHG emissions footprint from the oil and gas
industry may be significantly higher than estimated. Properly identifying the sources of GHG
emissions from the oil and gas industry — and their magnitude — is therefore an important first
step in identifying the most effective reduction measures and policies for the oil and gas industry.
As explained in the GHG Inventory and Reference Case Projections, 1990-2020:

[T]he sheer number and diversity of GHG-emitting activities, combined with the
fact that GHG emissions are typically unmonitored, means that there is significant
uncertainty with regard to emission levels. Local estimates of field gas use and
provided by NMOGA suggest that top-down estimates of natural gas production-
related emissions provided here (based on national average emission rates) may
be low. Furthermore, CO2 emissions that may occur as the result of CO2 mining
and use for enhanced oil recovery could be significant, but have not been
estimated. Further analysis of emissions from activities in all of the State’s
principal gas and oil basins, as well as of emissions from transmission and
distribution sources could help to resolve some of these uncertainties. Given the
large emission reduction potential that may exist in these sectors, such efforts
could be quite valuable.

New Mexico Climate Change Advisory Group, Final Report, Appendix D, Climate Change
Advisory New Mexico Greenhouse Gas Inventory and Reference Case Projections, 1990-2020 at
D-18 (2006) (www.nmclimatechange.us/ewebeditpro/items/O117F10150.pdf) (“CCAG
Report”). Furthermore, the Department’s suggestions that any deficiencies or gaps in the MRP
would be addressed through either the parallel-track Oil and Gas Reduction Study or the
voluntary reporting program are unconvincing.

This leads to two recommendations:

= First, we recommend that the Department expand 20.2.87.6 of the Draft MRP to provide
that the MRP’s “objective ... is to establish requirements for the reporting of greenhouse
gas emissions to the Department, refine New Mexico’s statewide greenhouse gas
emissions inventory, ensure consistency with the Multi-State Climate Registry, and
support greenhouse gas reduction efforts,.”

= Second, we recommend that the Department ensure that the MRP: (1) captures a
significant majority of the actual GHG emissions footprint from the oil and gas industry;
(2) resolves key data gaps and uncertainties currently undermining the accuracy and
precision of the GHG Inventory; (3) accounts for the different emissions footprints
resulting from production, processing, transmission, and distribution; and (4) reflects
differences between the San Juan and Permian Basin.

? In significant part, this would entail significant modifications to 20.2.87.303 of the Draft MRP. We do not provide
modified language to the Department because the Department has already conceded that this component of the Draft
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These recommendations strongly suggest that the Department must step back from the
direction reflected in the Draft MRP and reconsider and clarify its assumptions to ensure that the
MRP, in improving the Statewide GHG Inventory, will support a range of policy measures to
reduce GHG emissions in the oil and gas sector both in the near and longer term. For example,
many reduction opportunities have already been identified by the Governor’s Climate Change
Advisory Group. See CCAG Report at 5-13 thru 5-14 (ES-12 & 13). There are also additional
efforts underway to increase our understanding of reduction opportunities and the barriers to
their implementation, including the Oil & Gas Emissions Reduction Study.

The key is not to simply obtain a single, aggregate GHG emissions total for individual
companies or for the oil and gas industry as a whole. Rather, the key is to understand with as
much precision as possible regarding the sources and magnitude of those emissions. Such a
perspective will more readily support the Department’s parallel-track Oil & Gas Emissions
Reduction Study and, consequently, the prompt deployment of appropriate measures and policies
to reduce GHG emissions. Once deployed, the impact of these measures and policies can then be
more readily tracked over time through the MRP.

If limited Departmental resources become an issue, proper design of the MRP will ensure
that the Department will be able to help policy-makers prioritize those measures and policies that
hold the greatest potential to reduce GHG emissions as quickly as possible in accord with the
GHG emission reduction targets in Executive Orders 2005-033 and 2006-69. To quote Thomas
Friedman of the New York Times, “[e]veryone has an energy plan for 2020. But we need one for
2007 that will start to have an impact by 2008....” Only Halfway There, New York Times Op-ed,
May 13, 2007.

I1. PHASE 1 OF MANDATORY REPORTING SHOULD INCLUDE METHANE
EMISSIONS

The reporting of methane emissions should not be deferred to Phase II. Indeed, we
recommend that the Department prioritize methane reporting in Phase I of the MRP, since it
appears that methane emissions present by far the greatest opportunities for cost-effective GHG
reductions. Methane is a very significant contributor of the oil and gas industry’s overall GHG
footprint, and the CCAG has already made recommendations regarding methane emissions
reductions (CCAG Report at 5-13 thru 5-14 (ES-12)), recommendations that have a proven track
record of success as demonstrated by the Environmental Protection Agency’s underutilized
Natural Gas STAR Program (www.epa.gov/gasstar/). By prioritizing methane, we believe the
Department can best position itself relative to the oil and gas industry to drive early action and
achieve or even surpass Executive Orders 2005-033 2006-69’s GHG emission reduction targets.

MRP is confusing and needs to be re-thought. For this reason, we have simply provided the Department with the
essential principles that should serve as the foundation for 20.2.87.303 and the determination of “who’s in and
who’s out.” Importantly, our recommendations are designed consistent with the intent of the Multi-State Climate
Registry which provides that “[r]eporting should be based on five GHG protocol principles: relevance,
completeness, consistency, transparency, accuracy.” Multi-State Climate Registry, Stakeholder Briefing Packet #1 at
16 (December 2006).
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The concern over the lack of emissions calculation procedures for methane proffered by
some members of the oil and gas industry is unsubstantiated, and we refer the Department to the
American Petroleum Institute’s Compendium of Greenhouse Gas Emissions Methodologies for
the Oil and Gas Industry (2004) (http://ghg.api.org/) (“API Compendium”). Granted, emissions
calculations procedures can always be improved. But this does not obviate the value of obtaining
accurate counts of the sources of methane emissions to improve the Statewide GHG Inventory
and support GHG emissions reduction efforts. The Draft MRP concedes as much, building in a
flexible process for identifying emissions calculation procedures in the Draft MRP’s
20.2.87.302, NMAC.

We therefore recommend that the Department modify 20.2.87.201(A) by adding a
subsection (3) to address methane. This new subsection (3) could mirror existing subsection (2)
in terms of delineating specific sources of emissions captured by the MRP. Alternatively, the
Department could move the existing Phase II language for methane in 20.2.87.202(B)(2) — where
the Department purports to defer a determination of the scope of coverage to the emissions
calculation process established by 20.2.87.301 — into new subsection (3) to provide the
Department with some breathing room to identify precisely what sources of methane emissions
will be captured by the MRP.

Regardless of the Department’s preference, we recommend that the Department work
with the stakeholders and the public to define the scope of coverage.’ Based on our initial review
of available data and information, Phase I should require the mandatory reporting from the
following sources and devices of methane emissions:

= Pneumatic devices. According to the 1990-2003 National Inventory of U.S. GHG
Emissions and Sinks, pneumatic devices are responsible for ~62% (~2.28 MMt of
CO2e¢/yr) of methane-based CO2e emissions from production, and ~14% (~0.12 MMt of
CO2e/yr) of methane-based CO2e emissions from transmission.

= Stationary engines over 50 hp (the same revised threshold recommended below for
combustion-based emissions). According to the 1990-2003 National Inventory of U.S.
GHG Emissions and Sink, compressor engines account for ~13% (~0.48 million MMt of
CO2e¢/yr) of methane-based CO2e emissions from production and ~67% (~0.61 million
MMt of CO2e/yr) of methane-based CO2e emissions from processing.

= Separators (specifically, dehydrator vents). According to the 1990-2003 National
Inventory of U.S. GHG Emissions and Sink, dehydrator vents on separators account for

? As suggested, we think the Department, in identifying the scope of coverage for the reporting of emissions —
whether methane or carbon dioxide — should acknowledge the difference in calculating the type and number of
sources or devices releasing GHG emissions and calculating the GHG emissions released by those sources or
devices. Obtaining a better understanding of the numbers and types of sources and devices is intrinsically valuable,
and thus should be an important goal of the MRP. We emphasize this point in particular given our own difficulty in
properly understanding the type of devices that constitute the oil and gas industry’s operations, and the emissions
from those operations. Significant clarity would be provided if the Department established universal, transparent
protocols for delineating the types of devices and their role in oil and gas operations. This would go far in ensuring
the MRP’s credibility with the broader public.
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~4% (~0.14 MMt of CO2e/yr) of methane-based CO2e emissions from production and
~3% (~0.03 MMt of CO2e/yr) of methane-based CO2e emissions from processing. Given
the extensive use of separators in the 125,000 to 500,000 BTUs/hour range within the San
Juan Basin (based on data provided by Bruce Gantner of ConocoPhillips to the Energy
Sector Technical Working Group for the Climate Change Advisory Group), the threshold
for separators should be set at 100,000 BTUs/hour in order to accurately capture the bulk
of devices and emissions from this device.

= Kimray glycol pumps. According to the 1990-2003 National Inventory of U.S. GHG
Emissions and Sinks, Kimray pumps account for ~12% (~0.45 MMt of CO2e/yr) of
methane-based CO2e emissions from production.

* Maintenance & Recording Taps (valves). According to the 1990-2003 National
Inventory of U.S. GHG Emissions and Sinks, M&R Taps account for ~5% (~0.04 MMt
of CO2e/yr) of methane-based GHG emissions from transmission.

In identifying the scope of coverage, we also refer the Department to the API
Compendium which provides arguably the best available information regarding the sources and
devices contributing methane-based CO2e emissions and procedures for calculating those
sources and device’s emissions. As a disclaimer, we are still reviewing the API Compendium
and therefore reserve the right to revisit the recommended list of sources and devices through the
rulemaking process.

III. THE SOURCES OF COMBUSTION-BASED EMISSIONS SUBJECT TO
MANDATORY REPORTING SHOULD BE EXPANDED

The Draft MRP’s list of sources in 20.2.87.201 appears unnecessarily and unduly limited.
Even if the intent was simply to improve the Statewide GHG Inventory, the Draft MRP’s current
list of reporting sources would only marginally improve the Inventory and would miss the bulk
of sources for which the Department has little information. Most importantly, the list of sources
currently delineated in the Draft MRP, if not expanded, could severely impair the Department’s
ability to use the MRP and, consequently, the Statewide GHG Inventory, to support GHG
emissions reductions from the oil and gas industry in a timely fashion. At present, the list of
sources reflects a missed opportunity, and therefore should be expanded. Expanding the list is
feasible, practical, and necessary.

Furthermore, the MRP should be perceived by the Department as a critical tool to collect
data concerning not just aggregate GHG emissions, but the individual sources of those
emissions. By obtaining such data, the Department obtains a better understanding of oil and gas
operations and, consequently, a better understanding of what GHG reduction measures and
policies are the most effective and appropriate. Concurrently, the Department can improve
transparency and thereby facilitate intensified public involvement and encourage the investment
of community resources to assist the industry and Department in GHG reduction efforts.
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Accordingly, we recommend that the Department modify the list of operations subject to
the MRP currently delineated in 20.2.87.201(A)(2) as follows:

= Stationary engines — 20.2.87.201(A)(2)(a). First, the Department should eliminate the
reference to 40 C.F.R. Part 63 Subpart ZZZZ as it has no basis and limits the scope of
coverage. Second, the Department should reduce the horsepower threshold from 500hp to
50hp. The current threshold of 500 horsepower risks severely undercounting the GHG
emissions from the myriad of smaller horsepower engines in operation from oil and gas
production, processing, and transmission. Our review of the types of engines used by the
oil and gas industry, in particular through a review of bottom-up data for the San Juan
Basin provided by Bruce Gantner during the CCAG process demonstrates that the 50
horsepower+ threshold would more accurately capture GHG emissions.

The importance of expanding the scope of engines covered by the MRP is illustrated by
the 1990-2003 National Inventory of U.S. GHG Emissions and Sink wherein 500
horsepower+ engines involved in oil and gas production account for only ~3% (~0.05
MMt of CO2e/yr) of combustion-based CO2e emissions, while all compressor engines, in
the aggregate, account for ~77% (~1.46 MMt of CO2e/yr) of combustion-based CO2e
emissions. Thus, at least ~74% (~1.20 MMt of CO2e/yr) of combustion-based emissions
from production would not be captured by the Draft MRP’s current threshold. Even if
you view the threshold by looking at only processing, where the 500 horsepower
threshold would capture ~88% (~1.78 MMt of CO2e/yr) of combustion-based CO2e
emissions, the Draft MRP would not capture a significant ~12% (~0.24 MMt of CO2e/yr)
of combustion-based CO2e emissions that should be captured.

= Heaters —20.2.87.201(A)(2)(b). First, the use of the generic term “heaters” is slightly
confusing.* The Department should therefore clarify that this source category includes —
as we think is intended — heaters, tank heaters, and separators. Second, and mirroring the
threshold established for methane-based emissions from field separators discussed above,
this subsection’s threshold of 10,000,000 BTUs/hour should be reduced to 100,000
BTUs/hour. Reducing this threshold is necessary to accurately capture the anticipated
bulk of operations and thus more accurately account for the significant GHG emissions
from these sources noted by the 1990-2003 National Inventory of U.S. GHG Emissions
and Sinks. According to the 1990-2003 National Inventory, field separators account for
~16% (~0.31 MMt of CO2e/yr) of combustion-based CO2e emissions from production,
and tank heaters account for ~3% (~0.07 MMt of CO2e/yr) of combustion-based CO2e
emissions from production.

* Turbines — 20.2.87.201(A)(2)(c). Although we do not have a specific recommended
threshold at this time, the threshold should be reduced. Our understanding is that 25

* Our limited research and conversations indicate that the Department’s generic use of “heaters” would capture both
“field separators” and “tank heaters.” However, our research also indicates that there is some confusion on this count
and that there are some differences between heaters, tank heaters, and separators (heaters are apparently used in oil-
dominant production to remove water from production streams while separators are used in gas-dominant product to
remove water and impurities, such as CO2 and sulfur) that could be exploited by the reporting entities, thereby
undermining the MRP, and suggesting that clarification is necessary and appropriate.
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megawatt turbines are very large devices that the oil and gas industry may not even

deploy in New Mexico, except, perhaps, in major pipeline boost stations.

Consistent with recommendations pertaining to methane, above, we refer the Department
to the API Compendium which provides arguably the best available information regarding, also,
the sources and devices contributing combusion-based CO2e emissions and, similarly, as we
review the API Compendium, we reserve the right to revisit the recommended list of sources and
devices through the rulemaking process.

IV.  MANDATORY REPORTING REQUIRMENTS SHOULD BE EXTENDED TO
THE ENTIRE OIL AND GAS INDUSTRY WITH AN EXCEPTION PROVIDED
FOR COMPANIES WITH DE MINIMUS OPERATIONS

The Department should structure the MRP to phase in mandatory reporting for the entire
oil and gas industry, not simply an arbitrary subset. To do otherwise could deprive non-reporting
entities of the benefits of baseline protection and early action, or provide them with an unfair
competitive advantage by avoiding the costs of reporting. We are, however, sympathetic to the
fact that it may take time for industry to put the necessary resources and staff in place to comply
with mandatory reporting. We thus support the Department’s efforts to phase in the MRP’s
application to the oil and gas industry. Additionally, we would support the inclusion of an
exception for companies with de minimus operations in New Mexico.

Consistent with these principles, the Department should modify the Draft MRP in
20.2.87.200 such that Phase I (subject to the caveat below regarding use of production
thresholds) captures the producers accounting for the top 60% of production and Phase II
captures the top 80%. Continuing, the Department should build in a new Phase III to capture the
remaining companies not covered by Phase I or Phase II, providing an exception — to be worked
out in further discussions — for companies with de minimus operations in New Mexico.’
Consistent with the proposed reporting start years for Phase I (2008) and Phase II (2010), the
Department would implement Phase III for reporting year 2012. This would entail the addition of
a new subsection (E) in 20.2.87.200.

We further recommend that the Department require each reporting entity to continue
reporting in subsequent reporting years regardless of the level of production. In other words,
once an entity is subject to the MRP, it will continue to be subject to the MRP. This is very
important as it allows the Department to track and obtain trend data concerning GHG emissions
use over time by source and by entity; such trend data is often far more important than point-in-
time data decoupled from past and future points. Accordingly, we recommend the addition of a
new subsection (F) in 20.2.87.200 as follows:

(F) Once an entity is required to report greenhouse gas emissions, that entity will
continue to report in subsequent reporting years, regardless of entity-level
reporting thresholds set forth in 20.2.87.303.

> These recommendations should be read consistent with our concurrent recommendation that the Department
include methane in Phase I of the MRP. In effect, there is no need to establish separate “who’s in, who’s out”
thresholds based on whether the GHG being reported is carbon dioxide or methane.
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Our recommended phases are subject to the important caveat that it is still unclear how
the production-based thresholds currently articulated in the Draft MRP accurately reflect the oil
and gas industry’s actual GHG emissions footprint and whether or not the accumulated data will
properly support GHG emissions reductions or the Multi-State Climate Registry. For example, in
20.2.87.202(A)(1)(a) of the Draft MRP, the Department indicates that Phase II (the producers
accounting for the top 80% of production) would not expand the midstream companies required
to report relative to Phase I, a potential gap in reporting coverage.

We are therefore not beholden to the use of the current production threshold filter and
direct the Department’s attention to our recommendation set forth above — and consistent with
the Multi-State Climate Registry’s five GHG protocol principles of “relevance, completeness,
consistency, transparency, [and] accuracy” — that the MRP: (1) captures a significant majority of
the actual GHG emissions footprint from the oil and gas industry; (2) resolves key data gaps and
uncertainties undermining the accuracy and precision of the GHG Inventory; (3) accounts for the
different emissions footprint resulting from production, processing, transmission, and
distribution; and (4) reflects differences between the San Juan and Permian Basin. Multi-State
Climate Registry, Stakeholder Briefing Packet #1 at 16 (December 2006) (“MSCR Briefing
Packet #17).

V. THE DEPARTMENT SHOULD REQUIRE FACILITY-LEVEL REPORTING

The Department should modify the Draft MRP to require facility-specific reporting.
Relying on entity-level reporting could obfuscate the specific sources and devices contributing
most intensively to GHG emissions in New Mexico and deny policy-makers the opportunity to
identify and focus on the greatest reduction opportunities. To the extent that the oil and gas
industry is concerned about proprietary information, this can be resolved through a third-party
verification system, such as the one that will soon be adopted by the Multi-State Climate
Registry. See MSCR Briefing Packet #1 at 11 (providing that states with “mandatory reporting
programs may choose to use the MSCR’s third-party verification system”).

While the Department has indicated that it will not provide for third-party verification,
this position should be revisited. The certification requirement provided for in section
20.2.87.300 provides a measure of certainty that the emissions reports are valid, but
compromises the Department’s ability to obtain data that can be accepted by or harmonized with
other members of the Multi-State Climate Registry or other jurisdictions, and could therefore
impede New Mexico’s ability to participate in future emissions trading systems.

The Multi-State Climate Registry itself emphasizes the importance of facility-level and,
ideally, unit-level reporting for state mandated reporting programs, providing that “[r]eporting at
the facility level would be required; unit level data would be encouraged but not required.”
MSCR Briefing Packet #1 at 16. The Multi-State Climate Registry also emphasizes the
importance of third party verification, explaining that “third party verification would be
identified as a preferred approach to compliance and quality assessment” and that the lack of
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third party verification “could be considered less desirable,” resulting in the relegation of such
reported data to a “tier two.” Id. at 17.

VI. EMISSIONS CALCULATIONS PROCEDURES & THE DETERMINATION OF
WHICH ENTITIES ARE SUBJECT TO THE MRP SHOULD BE SUBJECT TO
PUBLIC REVIEW AND COMMENT

The Department has indicated that it will solicit stakeholder involvement in the
development of emissions calculations procedures as per 20.2.87.302 of the Draft MRP. The
Draft MRP, however, does not contain language properly reflecting this intent and therefore
should be modified to ensure that the procedures are subject to public review and comment.
Accordingly, we recommend that the Department modify 20.2.87.302(A) of the Draft MRP as
follows:

At least 60 days prior to the beginning of a greenhouse gas emission reporting
year, the Department shall issue procedures for the calculation of greenhouse gas
emissions that are required to be reported in that reporting year. Notification of
the availability of such procedures, and an opportunity to comment on such
procedures, shall be provided to each reporting entity, and-+te each person who has

requested notification, netified-the Department-of aninterestto-be-interest-to-be
netified;-and the public. ....

Similarly, the Department should modify 20.2.87.303(B) to read as follows:

By September 1 of the calendar year immediately preceding a greenhouse gas
emissions reporting year, the Department shall provide the proposed and final lists
of top producers to all producers on each list, all producers on the lists for the
previous greenhouse gas emissions reporting year, and-all persons who have
expressed an interest in writing of being notified of the proposed lists, and the

public. ....

VII. EMISSIONS CALCULATIONS PROCEDURES SHOULD SUPPORT GHG
EMISSIONS REDUCTIONS AND ACCOUNTING EFFORTS, INCLUDING THE
MULTI-STATE CLIMATE REGISTRY

Consistent with our recommendation that the Department broaden the objectives of the
MRP in 20.2.87.6, the emissions calculation procedures should be designed in conjunction with
the Multi-State Climate Registry by adding a new subsection (A)(4) to 20.2.87.302 as follows:

(4) support and ensure consistency with greenhouse gas reduction and registry
efforts for the oil and gas sector, including the development of reporting protocols
within the Multi-State Climate Registry.

Simply put, the Department should not decouple the MRP from the Multi-State Climate
Registry. Ensuring consistency — and identifying and enabling opportunities for cross-policy
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development — benefits the Department and all stakeholders. The Multi-State Climate Registry is
expressly intended to support state-level mandatory reporting programs and to promote links
between state-level mandatory reporting programs. See MSCR Briefing Packet #1 at 4-5, 7-10,
15-17. We are thus very troubled by the Department’s current approach, and strongly suggest
that the Department expressly link the MRP to the Multi-State Climate Registry to properly
reflect New Mexico’s leadership role and ensure that the Department can take full advantage of
all opportunities to effectively develop GHG reporting policies and support GHG reduction
efforts.

VIII. CONCLUSION

Thank you for considering our recommendations. New Mexico is well-positioned to lead
efforts to reduce GHG emissions from upstream oil and gas exploration and production. We
therefore again extend our appreciation to the Department for its efforts to institute the MRP and
look forward to the revised MRP, continued stakeholder discussions, and further public
involvement. Of course, we reserve our rights to provide additional comments and
recommendations on the MRP’s next iteration.

Sincerely,
Erik Schlenker-Goodrich Tom Singer
Western Environmental Law Center Natural Resources Defense Council

WELC & NRDC Comments Re: NM Mandatory GHG Reporting Page 11 of 11





IPANM
PO Box 1836

INDEPENDENT PETROLEUM Roswell, NM 88202
Tel: 505-622-2566

A ASSOCIATION OF NEW MEXICO Karin V. Foster, Esg.
Dir. Governmental Affairs

PO Box 462

Placitas, NM 87043

Cell: 505-238-8385

Home: 505-771-3200

FosterAssocatiates2005@yahoo.com

May 17, 2007

Mary Uhl

Bureau Chief

Air Quality Bureau

New Mexico Environment Department
2048 Galisteo

Santa Fe, New Mexico 87505

RE:  April 24, 2007 NMED Proposed Strawman
GreenHouse Gas Reporting and Registry
Proposed rule 20.2.87 NMAC

Dear Ms. Uhl;

On behalf of the Independent Petroleum Association of New Mexico, we are
writing to respond to your request for comment on proposed rule 20.2.87 NMAC. Please
note that responses in this letter do not constitute a waiver of additional comment on
either the noted sections or any other part of the proposed rule. The responses noted in
this letter are tracked to the proposed legislation by section.

As an initial matter, IPANM would note that the proposed strawman is
substantially different than the information presented or discussed at the public
stakeholder meetings of March 27, 2007, April 6, 2007, April 12, 2007 or April 24, 2007.
It was our understanding that the NMED intended to promulgate a regulation for the
collection of information for a voluntary Greenhouse gas registry program. In addition,
when the discussion changed from voluntary to mandatory, NMED stated very clearly
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May 17, 2006

and reassuringly that they were only interested in collecting numbers from Title V,
20.2.70 NMAC sources. While it is true that a representative of industry made an offer to
allow for collection of emissions information from a proposed list of hardware, the
proposed rule goes even farther. In fact, as drafted, the rule requires the top 60% of
producers from five random lists to create and report “a listing, by source of the amount
of air pollutant discharged into the atmosphere.” The offered list of hardware is included
in the proposed rule, but as defined in the rule, the operator seems to be liable for
reporting of all types of emissions of any ‘air pollutant’ rather than limited to the five
types of hardware. As noted below, better definitions are needed to clarify the rule as is
simplification of the listing process for entities with operational control of the facilities.
Technical concerns:

20.2.87.6 Objective As drafted, the proposed purpose of the rule is too vague and
expansive in that it will “establish requirements for the reporting of greenhouse gas
emissions to the Department” IPANM maintains that the purpose of the rule is more
narrow and that it is only to establish requirements for the reporting of greenhouse gases
for use in a greenhouse gas voluntary inventory. By not defining the type of registry, the
implication is that the registry will be mandatory and that NMED will have fining and
enforcement authority as it relates to greenhouse gas reporting. In fact, the intent to
create a punitive reporting system was not within the parameters defined for the
stakeholder group at the March 27, 2007 meeting. See pg 2 slide 5, “Mandatory
reporting objectives: 1) Improve NM GHG inventory, and 2) provide experience in GHG
reporting for easier transition to more rigorous voluntary reporting.” The NMED has also
stated that it is following the mandates of Executive Order 2006-69, par. I1.1.c which
states, “NMED shall submit to the EIB a proposal to adopt a greenhouse gas emissions
registry and reporting mechanism, after consultation with affected stakeholders, no later
than January 1, 2008”. Note that Executive Order 2006-69 was issued December 26,
2006, prior to the conclusion of the 2007 Legislative session which ended March 17,
2007. Finally, in the legislative session, the two NMED bills pertaining to emissions,
House Bill 386, “Oil and Gas Operations Emissions standard” and House Bill 431,

“Greenhouse Gas Emissions reporting and fee” were killed in committee. Clearly, the
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legislature has refused to grant authority to the NMED to create any reporting or registry
system with the purpose of charging fees or fines to industry. Indeed, whether the NMED
has the authority to create a mandatory reporting or registry system from an expired
Executive Order is also a contested issue.
20.2.8.87.7 Definitions

A. Control: This definition must include “operational control meaning: to have
the contractual authority to introduce and implement operations at an oil and gas facility.”

B. Emissions report or inventory: As drafted, this definition to too broad.

Moreover, the prior discussions from NMED stakeholder meetings in March pertained to
requiring CO2 emissions from specific sources only and that the reported emissions
number would be for the entire entity, not the specific source. This definition must be
narrowed to “CO2 discharged to the atmosphere” to be reported as required in section
XX of 20.2.87 NMAC.

C. Entity: Due to privacy issues, the way an operator will be required to report
emissions data is paramount. In order to receive accurate information, NMED must
strike a delicate balance between full access to information and prevention of reporting
because of undue regulatory burdens. In several discussions at the stakeholder meeting of
April 24 and subsequently on May 10, 2007 conference call, there was concern over best
defining the reporting entity. Note that in 20.2.70 NMAC, an entity is not defined in
favor of using the word “operator” which is defined as the person or persons responsible
for the overall operation of the facility. Another alternative may be a definition of
‘reporting entity’ meaning the organization responsible for the total facilities, operations
and ventures within the parameters of 20.2.70 NMAC.” However, in the small
independent arena which contracts out much of the leasing, drilling and even accounting
functions, the operator as the reporter should only be responsible for emissions from
hardware owned by the operator. Reporting emissions from rental and leased equipment
must be the responsibility of the owner of said equipment, not the leasee. Without this

exemption, double reporting will inevitably occur.

20.2.87.200 Greenhouse Gas emissions reporting procedures
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Clarification needed: “Entities that meet the applicability requirements in sections
20.2.87.201 through 20.2.87.299 NMAC shall submit a greenhouse gas emissions report
under this Part upon request to all applicable entities of that sector by the Department..”
Who are the ‘applicable entities of that sector by the Department? There was discussion
in listing ‘sectors’ by NAICS listings, but that adds to the confusion. This paragraph
seems to imply that an entity will have to submit a GHG report to anyone in the same
sector? Finally, as noted above, the definition of greenhouse gas emissions report is too
broad and overreaches the clear understanding and statements made in the stakeholder
meetings. The GHG reported is only CO2, for specific hardware from entities/operators
from one BOE list and reported in one number reported by entire entity/operator/owner
of a facility located in New Mexico.

20.2.87.201 Phase | reporting
(A)(1): Applicable entities: clarification that transport is by pipeline, not vehicle,

is needed. As noted in comments to Section 20.2.87.303, below, the multiple list and
percentage of production levels is one that will be difficult to calculate and could result in
unfairly causing an entity to be part of the reporting process based on faulty numbers. A
listing or ranging level is often used by OCD and NMSLO for quantification and
reporting or audit cut offs. Note that OCD does not provide accurate ranking data until
almost 18 months after the close of the calendar year, so reliance and extrapolation of this
data will not occur until nearly 2 years out. If an operator sells off part of the company,
his incentive will be to get off this list, and he may have the ability to litigate and win on
this issue. Moreover, using 5 concurrent lists which duplicate each other will have the
effect of casting a much larger net for this mandatory reporting. How NMED will
accurately calculate the top 60% of producers from a geographic area will also be an area
to litigate the rule.

(2) Reported emissions: This paragraph is contradicted by the definition of

“Emission report or inventory” since this seems to imply that only carbon dioxide
emissions from the list of hardware is required as part of the report. Moreover,

‘operations under its control” must not include hardware that is either rented or leased.
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There is a question as to whether a rented compressor would be under the contractual

control of the operator.

20.2.87.300 Content of Emissions reports

The reason for a report of fuel use, including the amount and specification of fuel
type, directly related to reported emissions, is unclear and will be very costly and
cumbersome for industry. Section E, description of methods utilized should be narrowed

down to one of two options — actual monitoring or modeling off SANGEA.

20.2.87.303 Emissions Calculation Procedures

See discussion above in Section 20.2.87.201.

Thank you for the opportunity to comment on this very important proposed rulemaking.
I look forward to continuing our work together and clarifying the various issues. If you
have any questions, please don’t hesitate to call me anytime.

Sincerely,

Karin V. Foster
Director of Government Affairs
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Explanatory note from BP transmittal email:

Please find attached BP's comments on the draft rule for reporting of GHG emissions in New Mexico.
The comments are essentially split into two parts - one which address the rule as written if the intent is
simply improving the State's inventory of GHG emissions from the sector and the other which addresses
concerns with the rule from the broader perspective of baseline protection, early action credit, and
expanded policy options that are implicit in the Governor's executive orders, the Western Regional
Climate Action Initiative's stated goals and plans, and the Climate Registry goals and plans.





BP America Production Company

Gordon R. Smith
bp Ml Code: 210 A
501 Westlake Park Boulevard

Houston, TX 77079

May 11, 2006

Brad Musick

Lany Weaver

New Mexico — Air Quality Bureau
2048 Galisteo

Santa Fe, New Mexico 87505

Subject: Comments on Draft Mandatory GHG Reporting Rule — April 24 Draft
Dear Mr. Musick and MS Weaver,

BP appreciates the opportunity to comment on the Department’s draft rule for mandatory greenhouse
gas reporting in the State of New Mexico. As the department is aware, BP is a global company and
has been actively engaged in the Climate Change discussion and GHG control issues for nearly a
decade. We have maintained a global emissions reporting system internally since 1998, actively
reduced our internal emissions, developed and piloted an internal emissions trading system to develop
knowledge and learning regarding trading, participate in both the UK and EU GHG trading systems,
and have been active participants in policy discussions and initiatives throughout this period. In this
time, we have developed a broad knowledge base regarding GHG inventory, reduction, and policy
options. Following are BP’s comments on the draft rule:

As the Department has repeatedly noted, the draft rule is intended to begin improvement of the State’s
GHG inventory. Due to the limited scope of coverage, for the rule as crafted, this should be
prominently stated as an explicit part of the objective for the rule. As proposed, the rule is not
sufficient to support or enable broader policy options nor give companies any assurances regarding
baseline establishment or early action credit. The State should be willing to furnish assurance that this
rule and inventory will not be used in broader policy options at some future time.

BP believes the rule should contain a provision for automatic preemption by a Federal rule when/if a
Federal rule that accomplishes substantially the same (or better) inventory reporting is promulgated.
The specter of multiple State, Regional and perhaps even City programs which vary in methodologies
and “rules” is not a pleasant nor optimum outcome for a truly global issue which requires broad policy
options to address.

BP fully supports the majority of the New Mexico Qil and Gas Association comments and suggested
language changes. These add much clarity and definition to the draft rule and should be carefully
considered and adopted. In the context of the rule as beginning inventory improvement, we do have
several additional suggested changes as follows:

Section 20.2.87.301 — remove the reference to third party verification under the “Multi State
Registry” program. This program has not been publicly socialized yet, has received no public
stakeholder input, and is not yet final. There is no assurance that it will incorporate third
party verification as a sole methodology for certification of emissions and/or reductions.

Section 20.2.87.302 - this section should be modified to adopt the WRI protocols and
methodologies for governance, boundary definition, accounting principles, and overall





framework. It should also adopt the APl Compendium as the protocol for calculation and
reporting of oil and gas source GHG emissions along with enabling “better” methodologies
upon description by the reporting entity and acceptance by the Department. To maintain
cross jurisdictional transparency and reciprocity, the State should adopt broadly accepted
protocols and methodologies rather than craft their own version. Although not critical for
only inventory improvement, we are concerned that, once established, a New Mexico version
of how to determine GHG emissions would not be easily modified to enable broader policy
options and acceptance between States and ultimately a federal program. As the climate issue
develops, this is absolutely critical to enable cross jurisdiction trading and baseline protection
as State programs are preempted by Federal ones.

Section 20.2.87.300; D — explicitly state that fuel use may be either measured or calculated
based on parametric information.

From the perspective of the Governor’s executive orders and the State’s explicitly articulated GHG
reduction goals, the Western Regional Climate Action Initiative (to which New Mexico belongs) and
its stated goals regarding GHG cap and trade implementation and GHG emission reductions, the
Climate Registry and Reporting initiative and platform, and anticipated Federal actions, BP has much
broader and deeper concerns.

Although the draft rule does give companies the ability to report emissions to the Climate Registry in
lieu of the Department, this registry is not yet established, has not engaged in any stakeholder
engagement outside of the participating State agencies, and purportedly does not have an oil and gas
protocol established nor the intent to establish one as a high priority. Given this uncertainty regarding
the functionality of the Climate Registry to provide the detailed and structured forum for establishing
baseline GHG emissions and protection and ensuring early action reduction credit BP does not believe
the draft NM rule is adequate — if intended to support these broader policy options.

New Mexico has a unique opportunity to take a lead role, cooperating with other Western Regional
Climate Action Initiative and Climate Registry States, in establishing a protocol for oil and gas
production GHG calculation, reporting, and registry and standards necessary to provide baseline
protection and early action credit. To enable this, BP suggests the Department seriously consider the
following changes to the draft rule:

1. Expand the Phase I reporting to include methane

a. Move the Phase Il methane reporting section to Phase | — complete with the
NMOGA suggested list of source categories.

b. Adopt the APl Compendium as the starting protocol for estimating emissions from
the sector. (The API Compendium is broadly accepted internationally by API, the
IPIECA, and OGP, has been peer reviewed by numerous organizations and agencies,
and represents the “best” compilation of information and methodologies existing for
estimating GHG emissions from the Oil and Gas sector)

c. Make provision for different methodologies, with adequate documentation and
review, which are at least as complete as the Compendium.

d. Commission a working group of stakeholders to work with the Department to
develop any changes to the Compendium assumptions and methodologies to address
unique New Mexico conditions and/or circumstances.

e. Structure reporting to enable reporting by field or other defined area (rather than
specific site — think of thousands of individual sites) and source category (to enable
assessment of reduction potentials)

f. Coordinate this work with both the Western Regional Climate Action Initiative and
the Climate Registry to ensure consistent and reciprocal methodologies and inform
development of a broadly accepted oil and gas protocol.





Expand the Phase 1l methane reporting to at least 80% of the sector — consistent with the
coverage of combustion emissions

Make provision to extend both the combustion and methane emission reporting to the entire
oil and gas sector — either in Phase Il or at some defined future date.

Broaden the scope of source categories for combustion emission sources to include typical
“field” source categories in both Phase | and Phase Il along with whatever provision is made
to extend coverage to the entire sector.

a. Adopt the APl Compendium as the starting protocol for estimating emissions from
the sector. (The API Compendium is broadly accepted internationally by API, the
IPIECA, and OGP, has been peer reviewed by numerous organizations and agencies,
and represents the “best” compilation of information and methodologies existing for
estimating GHG emissions from the Qil and Gas sector)

b. Make provision for different methodologies, with adequate documentation and
review, which are at least as complete as the Compendium.

c. Commission a working group of stakeholders to work with the Department to
develop any changes to the Compendium assumptions and methodologies to address
unique New Mexico conditions and/or circumstances.

d. Structure reporting to enable reporting by field or other defined area (rather than
specific site — think of thousands of individual sites) and source category (to enable
assessment of reduction potentials)

e. Coordinate this work with both the Western Regional Climate Action Initiative and
the Climate Registry to ensure consistent and reciprocal methodologies.

Adopt the relevant portions of the World Resource Institute and World Business Council for
Sustainable Development’s “Corporate Accounting and Reporting Standards” and “Project

Accounting Protocol and Guidelines” to establish the framework for reporting, governance,

and reduction registry.

Begin work to extend this mandatory reporting to an “economy wide” scale to enable the
broadest policy options possible.

Although this may seem to be an ambitious and insurmountable undertaking, our feeling is that this
level of effort is necessary to give companies assurance that early action and reporting will not be a
future business risk and assure a “level playing field” for business in the State. In the absence of this
type of assurance, companies will be understandably reluctant to take aggressive actions to either
voluntarily report into the Climate Registry or take early actions for reduction of emissions.

As the Department is probably aware, BP is a charter member of the US Climate Action Partnership
that calls for quick Federal action to establish a mandatory and flexible climate program. Some
highlights of the actions this partnership calls for are:

1.
2.

3.
4.

Establishing a mandatory, economy wide, inventory and registry system.

Establishing an economy wide cap and trade system for GHG’s which enables a market
approach to reductions

Establishing short, mid, and long term emission targets

For further details, please see: www.us-cap.org

While we do not support establishment of State or Regional programs, we do feel that where they are
being established they need to be consistent with and support moving to the larger scope.





Again, thank you for the opportunity to comment on the draft New Mexico “Mandatory Greenhouse

Gas Emissions Reporting” rules. Should you have any questions concerning these comments, please
feel free to contact me.

Gordon Reid Smith
Senior Environmental Advisor
Bp America Production Company
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STAKEHOLDER ATTENDEES
New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process
Oil and Gas Work Group Call/Meeting
May 7, 2007
Health Policy Commission, 2055 S. Pacheco St., Santa Fe

Name
LastName FirstName Organization Name
Campbell Larry Transwestern Pipeline Co.
Cortez Naomi El Paso Western Pipelines
Epel Joshua Duke Energy Field Services
Foster Karin Independent Petroleum Association of New Mexico
Frye Andrew Zia Engineering & Environmental
Holland Suzanne Chevron
Knowlton Jennifer Agave Energy Company
Lieb Jim Giant Refining
Ramanathan Brinda Serafina Technical Consulting
Ross Jeff DCP Midstream
Salgado Dan Kinder-Morgan
Samora Vanessa Occidental Permian
Sanchez Vicky Devon Energy
Schlenker-Goodrich | Erik Western Environmental Law Center
Schluep Martin Kleinfelder
Singer Tom Natural Resources Defense Council
Smith Darren Devon Energy
Smith Reid British Petroleum
Tanory Rebecca British Petroleum
Wallis Donnie Chesapeake Energy






New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process
Oil and Gas Work Group Call/Meeting
May 7, 2007
Health Policy Commission, 2055 S. Pacheco St., Santa Fe

Introductions. The attendance list will be posted; please let Brad Musick know of any
corrections to or omissions from the list.

The purpose of the meeting/call was to answer questions about the draft regulation and
take comments, specifically with regards to the reporting of oil and gas operations.
NMED is asking that comments on the current draft be provided by May 17 at the latest,
so that we can address them in the next draft and at the May 24 stakeholder meeting.
NMED will try to distribute the next draft prior to that meeting.

Comments/discussion about the regulation included:

Written comments will be submitted by NMOGA after being vetted by its
membership. Tom and Eric are also planning to submit written comments. All
participants are encouraged to comment.

The objective of the regulation: NMED has stated that the objective of this
regulation (and the baseline portion of the Emissions Reductions Study (see
below)) is to improve the state-wide GHG emissions inventory, with the
assumption that an improved inventory would be a meaningful tool to inform any
future GHG related efforts such as the anticipated cap and trade program. Section
20.2.87.6 of the draft regulation states the objective more broadly as “to establish
requirements for the reporting of greenhouse gas emissions to the Department.”
A commenter suggested that the objective be narrowed to include only reporting
of GHG emissions for improvement of the state-wide GHG El.

Definitions: The definitions of entity and control are important because they will
determine the scope of what is reported. Although in the current draft the
reporters are established via the producers list and Title V companies, the scope of
what those reporters need to include will be determined by what is included as
part of the ‘entity’ (Equipment under their operational control? Contract
compression?). If operational control is a criterion, then the regulation needs to
be clear as to what that means. WRI protocols may offer guidance.

Entity-wide or source-by-source reporting? Due to the dispersed nature of field
operations, the current draft takes the entity-wide approach; criteria pollutant
programs take the source-by-source approach. If the regulation were to take the
source-by-source approach, perhaps reporters could group similar sources (e.g.
counts of heaters), or related sources (e.g. pipeline collection systems) and have
individual reporting only for the larger sources.





What equipment is reported: A great deal of discussion revolved around how the
regulation could find the proper balance between depth (requiring more
equipment to be reported) and burden (not requiring reporting of equipment that
could be quantified in less burdensome ways). If a larger number of emissions
units were included, see the previous bullet for a suggestion as to how to make
such reporting less burdensome. NMED encouraged all to submit comments
regarding where and how the balance should be struck.

Emissions calculations: A commenter stated, and NMED agrees, that reporting
should not be required for sources unless the calculation methods are established.
Current and proposed reporting protocols have established generally accepted
emissions factors.

Comments/discussion with regards to parallel processes included:

Oil and Gas Emissions Reductions Study: Due to the need to firm up the baseline
from which reductions will be proposed, the study will also propose means by
which the state-wide GHG emissions inventory can be improved for sources not
covered by mandatory reporting. This could include emissions from smaller
equipment, emissions from smaller companies, and emissions on Indian Lands. A
commenter expressed frustration that the report is not due to be completed before
the time that the regulation is due to be brought to hearing, as each effects the
other. The commenter does not know whether the study will be robust enough to
address questions such as the correlation of sources that are reported and those
that are not. NMED: This is an ongoing process and each effort will inform the
other as both are continued forward. The deadlines under which we are operating
are from the Executive Order.

Multi-state registry (now known as The Climate Registry): What is the schedule
for development of the O&G production/processing protocol for voluntary
reporting under the multi-state registry? This protocol should use existing
protocols as a basis. Is there a way that the state could ‘lead the charge’ in
development of this protocol? NMED: Robyn Camp will address that question
when she speaks at the May 24 meeting.

[Post-meeting note: Press release announcing formation of The Climate Registry
came out May 8, and was sent to mailing list. See www.theclimatereqgistry.org for
more information.]

Five-state Cap and Trade: The schedule for development and implementation has
not been announced, aside from the schedule in the MOU (posted on NMED
website). A suggestion was made to include a description in lay person’s terms of
current and potential cap and trade programs, including criteria pollutant cap and
trade programs. The mandatory reporting being developed would not offer
baseline protection to companies that will participate in the future cap and trade
program. The regulation(s) developed to implement cap and trade would need to
expand reporting (e.g. third party verification) for those who are subject to the cap



http://www.theclimateregistry.org/



and for those that would like to trade. Such regulations must be consistent across
participating states and tend to be complex and detailed. A commenter pointed
out that the state would disadvantage itself if the baseline information is not clear
prior to when the cap and trade program regulation(s) become imminent.

CCAG: The Climate Change Advisory Group, a stakeholder process that ended
last December, was mentioned. The current rule development, with a phased
approach, was included in that group’s recommendations (see web site, materials
for Dec. 7, 2006 meeting). The report also included recommendations for other
sectors not currently included in the draft regulation; these sectors are being
addressed in other parallel processes.
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Meeting Notes

GHG Emissions Reporting Stakeholder Process
Power Plant Work Group Call

May 8, 2007

10-11:30 am

Attending: Tom Singer, NRDC, Martin Rehm, Tri-State G&T; Jim Behnken, JGB
Consulting/Tri-State; Ron Dutton, Xcel Energy; Chris Albrecht, COA/AQD; Wayne
Leipold, Phelps-Dodge Miami; Andy Berger, NMED-AQB; Mark Jones, NMED-AQB;
Brad Musick, NMED-AQB

Topics discussed:

The Title V list posted/sent out by Brad still needs to be corrected to add missing
companies and a column for operator.
Applicability: Megawatt capacity element of threshold was discussed. This
threshold, combined with the 500 hr threshold, is intended to exclude small
amounts of generation that would be primarily at facilities which were generating
power for their own use. Since El Paso Electric (and others?) were concerned that
self-generated power should be included for equity with power sellers, NMED
would like to hear from those concerned about equity on this threshold issue.
NMED could also look at electricity generators by Title V sources that are not
primarily power generators
Applicability criteria also need to be clarified as to whether they apply to
individual units or a facility. Dutton prefers unit applicability.
For the hearing record, AQB needs to know how much of PP GHG that covers.
For El Paso (coal fired), it’s 99.8%. We can calculate using emissions factors in
protocols, which also cover N20 and CH4. El Paso is also participating in a
voluntary EPA reporting program for SF6 and will make the data available. AQB
needs to follow up on this with EIl Paso.
Emissions calculations: AQB has posted some of the various protocols, needs to
add Part 75, Appendix D for Acid Rain sources (only addresses CO2). AQB is
still thinking that sources not in the Acid Rain program would use a fuel use EF
approach, and may need to put this in the proposed regulation to assure these
sources that protocols will not require small sources to install CEMS.
Accuracy of CEMS vs fuel use/EF approach: Brad read comment by EPA staff
that CEMS data reported according to Part 75 tend to give somewhat higher
emissions. Others on the call suggested this was primarily because of Part 75’s
conservative (ie, assume higher emissions) prescription for dealing with missing
data. However, the number of hours affected by missing data substitution tend to
be a very small proportion of the total (example given of 36 hrs. out of 426
thousand), so this may be insignificant when calculating total annual emissions.
Jim Behnken has provided AQB with an comparison of data for the two methods,
which he will allow to be posted on the web site.
Phase 11 issues regarding reporting of all direct emissions:

0 What about facilities where primary SIC is not electrical generation?





o Ifintentis to include SFg, then what about remote substations, etc., that

are not included in the Title V facility
0 Is the reporting to be by combustion unit, facility-wide, or entity-wide?
It was suggested there should be a power plant breakout meeting in the early
afternoon after the May 24 general meeting. It was also suggested that a 10 am —
3 pm time frame would be good for the two meetings, for greatest convenience to
those attending from outside the central NM area.
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STAKEHOLDER ATTENDEES
New Mexico Environment Department
Greenhouse Gas Reporting Stakeholder Process Meeting
May 24, 2007
State Capitol Building, Santa Fe

Name
LastName FirstName Organization Name
Alberts Jerry Williams Production RMT
Albrecht Chris City of Albuquerque, Air Quality Division
Bays David Williams Energy
Behnken Jim JGB Consulting/Tri-State
Casper Kristin UNM School of Law
Colburn Kenneth Symbiotic Strategies
Cortez Naomi El Paso Western Pipelines
Daul Kathaleen CH2M HILL
Dutton Ron Xcel Energy
Evans Ken Freeport-McMoRan Copper & Gold
Fesmire Mark NM EMNRD QOil Conservation Division
Ford Peter PNM
Foster Karin Independent Petroleum Association of New Mexico
Frye Andrew TRC
Girand Dan Mack Energy
Groten Eric Vinson & Elkins
Holland Suzanne Chevron
Horn Claudette PNM Resources
Knowlton Jennifer Agave Energy Company
Lieb Jim Giant Refining
Maddy Roger, Jr. Abengoa Bioenergy
Michel Steve Western Resource Advocates
McVeign Erin Williams Production RMT
Nelson Pat NCS Inc.
Norem Nancy PNM Resources
Owen Les NM Dept. of Agriculture
Payne Jerry US Forest Service
Ramanathan Brinda Sarafina Technical
Rehm Martin Tri-State G&T
Rhoden Blake Chevron
Riege Ed Giant Refining
Salgado Dan Kinder-Morgan
Samora Vanessa Occidental Permian
Sanchez Victoria Devon Energy
Schluep Martin Kleinfelder
Seligman Deborah NM Oil & Gas Associaton






Singer Tom Natural Resources Defense Council
Smith Reid BP

Tanory Rebecca BP

Tullos Evan Enterprise Production

Whaley Don Navajo Refining






Greenhouse Gas Emissions Reporting
Stakeholder Meeting
May 24, 2007
New Mexico Roundhouse

Meeting Notes

This focus of the first part of this meeting was to discuss a revised concept for regulations to
mandate reporting of greenhouse gas emissions. The revised concept was described in a handout
(posted at the NMED website: http://www.nmenv.state.nm.us/aqb/GHG/ghgrr_index.html).
Comments received included:

e Comment: Would power plants have to report under both Pt. 73 and Pt. 87?
AQB: No, reporting under Pt. 87 using the CCAR-equivalent tool would satisfy the Pt.
73 requirement.

e Comment: Please send outline out by email.
e AQB: “Reporting year” means emissions year.

e Comment: CCAR reporting is not load-based like The Climate Registry. Utility
companies should be reporting electricity purchases and sales so we know how much
electricity is non-attributable as to source.

e Comment: Power plants prefer to report based on equity share.

e Question: Will reporting under Pt. 87 provide baseline protection if reporting is based on
operational control?
AQB: Baseline protection is about who “owns” emissions; using operational control for
determining who reports the emissions is a separate issue. Ownership of the reported
emissions can be included in the report, by providing information on equity share of
emissions source.

e Comment: Need a longer stakeholder process before proposed rule comes out.
AQB: We have to meet timeline shown in handout. There will be a two month comment
period between formal rule proposal and board hearing.

e Comment: Sources that will be reporting under Pt. 87 need to have the modified version
of CARROT reporting tool by October, so they will know how to get ready for reporting
2008 emissions.

e Question: Will sectors to be included later in mandatory reporting include oil and gas?
AQB: Yes, but not in this rulemaking, will be through later amendment to rule.

e Comment: This rulemaking has the cart before the horse in relation to the western states
cap and trade initiative.





e Question: When will the reg language be ‘frozen’?
AQB: At the end of July. [Note: NMED Legal Council has since advised that the
proposed language will ‘freeze’ at the July 11 Environmental Improvement Board
meeting. That is to say, the July 11 version will become the version posted for the formal
public comment period (August and September).]

e Comment: Equity versus operational control reporting: Ownership of emissions should
be a contractual issue, not a regulatory decision. BP has about 2300 wells, with different
partners — ownership changes a lot, so difficult to track unless operational control is used.

e Comment: Reporting on equity share basis may require divulging confidential business
information.

e Comment: With leased equipment, sometimes the lessor can do maintenance, etc., but in
other cases they can’t touch the equipment and have no real operational control.

e Question: What if legislation for funding doesn’t pass?
e AQB: We will have to develop an alternative plan.

e Robyn Camp (CCAR): They are starting to develop a local government reporting
protocol. They are working on a natural gas transmission and distribution protocol, a
technical document from this process may be available.

e Comment: Will the rule specify third-party verification requirements?
e AQB: Yes. The verification will be of the emissions reported to the NM version of the
reporting tool.

e Question: Will Pt. 73 reporting be facility-wide, specific units only, or what?
AQB: Reporting under Pt. 73 will be for the permitted (or NOI registered) facility.

e AQB: We will send an email next week, with draft Pt. 73 and Pt. 87, plus a timeline with
additional details on comment period.

During the final portion of this meeting, Robyn Camp of the California Climate Action Registry
gave a presentation about greenhouse gas emissions reporting protocols. The slideshow for this
presentation is also posted at the NMED website:
http://www.nmenv.state.nm.us/agb/GHG/ghgrr_index.html






NM Mandatory GHG Reporting
Revised Concept for Proposal in Response to Comments
May 24, 2007

In response to comments received on the New Mexico Environment Department
(NMED) Draft 20.2.87 NMAC, released April 24, 2007, NMED has reconsidered the
concept for requiring greenhouse gas (GHG) mandatory reporting. The following four
elements would replace the April draft and would be in addition to the Oil and Gas
Emissions Reduction study and any proposals that are included in that study for GHG
emissions inventory improvement for area sources.

Element 1: Oil and Gas Protocol Development for The Climate Registry (TCR)

Jim Norton, New Mexico’s representative on the TCR Board, will request that the
TCR Board task New Mexico and the California Climate Action Registry
(CCAR) with working together to develop a GHG reporting protocol for TCR for
oil and gas (O&G) exploration, production, and processing.

The development of the O&G protocol would have as a starting point the work
done by API and IPIECA, the evaluation of these protocols contracted by the
California Energy Commission, and the comments received regarding that
evaluation. This protocol could incorporate the refinery protocol currently being
developed by CCAR for the California Air Resources Board (CARB).
Development of the protocol would include a stakeholder process that would seek
and respond to comments from interested parties, including industry, the public
and other states and provinces.

The first task of this process would be to report back to the TCR Board at its next
meeting with an outline of the proposed development process, including a
timeline for the process and an estimation of the resources that will be needed to
complete it.

Element 2: Mandatory Reporting in a Manner Similar to the California Climate
Action Registry (CCAR)

These provisions would apply to power plants, refineries and cement
manufacturers. The regulation would need to define these entities. Later
rulemakings could expand the entities subject to the rule.
First mandatory emissions reporting year would be 2008; companies would have
the option to report for previous years.
Use CARROT, the reporting tool developed by CCAR for their voluntary
registry, modified to allow mandatory reporting according to 20.2.87 NMAC.
Most requirements of CCAR would apply. These could include:
0 Use of CCAR protocols and emissions factors
0 CO2 the first year, plus remainder of the 6 Kyoto GHGs beginning in the
fourth year
o0 Third party verification of reports
0 Reporting would be entity-wide (i.e., company) rather than aggregated
only up to the facility level





o Company may select base year and adjust baseline accordingly

0 De minimis emissions must be documented to certifier

0 Uncertified report due by August 31 of following year, certification
complete by December 31 of following year.

e The regulation could modify requirements of CCAR. For example:

0 Geographic boundaries: NM mandatory, USA optional

o Organizational boundaries: CCAR allows management control or equity
share. TCR and NMED are considering operational control with
disclosures regarding equity share.

o0 De minimis of 3% of entity emissions (rather than 5% under CCAR)

o0 Greater granularity in reports (unit level where possible)

0 Operational boundaries: Mandatory reporting of direct emissions from
stationary combustion sources, process emissions, fugitive sources.
Optional reporting of mobile combustion sources and indirect emissions
from purchased electricity, heat, steam and cooling.

e Companies that would like to obtain baseline protection would need to report
emissions for all the emissions listed above, including those that are optional
under the regulation.

e Registration and reporting under CCAR or TCR would meet NM requirements.

e NM would contract with CCAR to host the database, which would be available
online. NM would also contract with CCAR to approve third party verifiers and
evaluate entity/verifier combinations for conflict of interest issues.

e Entities that are not required to report may do so voluntarily.

Element 3: Legislation to Authorize Fee Collection for Element 2 and Commit to
Protection of Baselines

e The reporting under Element 2 above would require NMED to have resources to
cover the contract(s) with CCAR and to pay for two full-time NMED employees.
These employees would manage the program, including the contract, and provide
technical assistance to reporting entities.

e NMED does not currently have the statutory authority to charge fees for
emissions reports. If we received the authority, it would be implemented via
rulemaking, where the fees would be established.

e Fees, if established, would be too late for startup costs (for example, initial
contracts); additional funds would need to be found for those costs.

e California legislation has committed the state government to working to protect
potential emissions credits from early reductions from baselines for companies
that register under CCAR. New Mexico may consider including similar language
in any climate change related legislation.

Element 4: Include authority for Greenhouse Gas reporting in 20.2.73 NMAC
e Currently, 20.2.73 NMAC (Part 2.73) gives NMED authority to request emissions
inventory reports from sources of criteria pollutants. Title V sources are required
to report each year; minor sources are required to report upon request by NMED.
e Reports are facility (permit, NOI) specific, not entity-wide





Part 2.73 would be revised to allow NMED to request emissions inventory reports
for greenhouse gases. Sources would only report upon request, not every year.
NMED would need to request the inventory report prior to the reporting year.
Also prior to the reporting year, NMED would need to provide public notice and
allow public comment on emissions calculation procedures and the scope and
content of GHG emissions reports.

GHG emissions reports would likely be included in criteria pollutant emissions
reports and follow the same reporting procedures.

Legislation for fee authority (see Element 3 above) would not include fees for
Part 2.73 reporting.





GHG Reporting
Protocols

Robyn Camp, Program Director M/\;%'“

California Climate Action Registry
Climate
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Presentation Overview

Protocol Development Process

» Current protocol development activities
NG T&D
Oil Refineries

Opportunities for future protocol
development

Oil & gas exploration & production
Oil & gas processing






Quick Review: e
What’s in a Protocol?

Rgisry

Boundaries (geographic, organizational,
operational)

Calculations (emission factors,
methodologies)

Program-specific rules (eligibility,
deadlines, time, QA/QQC)

CA Registry _
Protocol Development Process 3

Rgisry

Scoping Meeting — ID and prioritize issues
White paper

Workgroup process: develop draft protocol
Expert comment

Public Comment

State Review

Adoption by Registry Board
Program into CARROT






rules

Guiding Principles

Broad stakeholder process

= Include industry, environmental organizations,
government, technical experts, others as appropriate
(e.g., consumer groups, international organizations)

Peer-reviewed, accepted methodologies &
emission factors

Workgroup strives for consensus; majority

Registry Board makes final policy decisions

Representative Timeline

Start Scoping Meeting
2-4 months White paper
2-4 months Workgroup develops draft protocol
1.5 months Expert comment
1.5 months Public Comment
1.5 months State Review

Adoption by Registry Board

1.5 months Program into CARROT
Total: 10-14

months






User Feedback Essential

Voluntary protocols are organic
documents

m Expect multiple versions

m Road-testing is essential

Transparency is key
Challenge: maintain flexibility for

company-specific operations yet ensure
consistency

Protocol Revision Process

Welcome feedback and comments
= Comments posted on website for public review

CEC/CARB, Registry staff and Registry’s Technical
Advisory Committee review and comment on
suggested changes to Protocols

Comments/Responses submitted to the Board
= Next Board Meeting: June 19, 2007






Protocol Development Update
NI

| Registry |

Oil refineries

m Technical review, on behalf of ARB

m APl Compendium + IPIECA guidelines

m Protocol expected 2008

Natural gas Storage, T&D

m Workgroup process underway

m INGAA study + APl Compendium

» Drafts for comment expected Fall 2007
» Final protocol expected Winter 2007/08

Questions?

Robyn Camp
Program Director
California Climate Action Registry
213-891-6931
robyn@climateregistry.org

www.climateregistry.org






