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Agenda

Ʒ Current state

Ʒ Financial reporting update

Ʒ Corporate considerations
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Current state

House - ñAmerican Clean Energy And Security Actò

Ʒ Sponsored by Congressmen Waxman and Markey

Ʒ The House passed in 2009 

Ʒ 17% reductions required below 2005 levels by 2020

Ʒ 83% reductions by 2050

Senate - ñClean Energy Jobs and American Power Actò

Ʒ Sponsored by Senators Kerry and Boxer

Ʒ Similar in structure to Waxman-Markey

Ʒ Senate Environment and Public Works Committee

Ʒ Credit for early actors who implement carbon sequestration

Copenhagen - December 2009 update

Ʒ Copenhagen Accord recognizes global climate concerns

Ʒ Lack of deadlines, no legally-binding reduction targets

Ʒ Perpetuates climate policy uncertainty
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Current state (contôd)

US Environmental Protection Agency activities

Ʒ On 22 September 2009, the EPA signed the Final Mandatory Reporting of 

GHG Rule (GHG Reporting Rule) which covers 85% of total US GHG 

emissions and approximately 10,000 facilities.

Ʒ On 30 September 2009, the EPA proposed requiring facilities emitting over 

25,000 tons of GHG/year to obtain permits that would demonstrate they are 

using the best practices and technologies to minimize GHG emissions. 

Ʒ On December 7, 2009, the Environmental Protection Agency (EPA) 

finalized its Greenhouse Gas (GHG) endangerment finding.
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Current state (contôd)
EPA ïGHG reporting rule ïKey dates

Ʒ The rule is effective 29 December 2009 and data collection must 

begin on 1 January 2010

Ʒ By 1 April 2010 all monitoring equipment should be installed and 

calibrated

Ʒ Facilities already reporting quarterly under existing programs will 

report GHGs quarterly.  Others will first report on 31 March 2011 for 

emissions during 2010

Ʒ Designated representative forms due on 29 January 2011
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Current state (contôd)
EPA ïGHG reporting rule
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Current state (contôd) 
EPA ïGHG reporting rule ïRecordkeeping and reporting 

Ʒ Submit reports electronically with a signed certification by a 

designated representative of the facility

Ʒ Facilities required to retain GHG records for three years

Ʒ No third-party verification of data required

Ʒ Vehicle and engine manufacturers first report for 2011 using existing 

EPA certification and test protocols
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Current state (contôd)
EPA ïGHG reporting rule ïCompliance

Noncompliance for failure to:

Ʒ Accurately report GHG emissions

Ʒ Collect data needed to estimate GHG emissions

Ʒ Continuously test and monitor as required

Ʒ Keep records needed to verify GHG emissions estimates

Ʒ Estimate GHG emissions according to the method specified 

in the rule

Penalties

Ʒ Civil and administrative penalties of up to $37,500 per day

Ʒ Each day of a violation constitutes a separate violation
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Current state (contôd)
EPA ïGHG reporting rule ïImpacts

Ʒ Increased costs

Ʒ Realignment of the business strategy, incorporating public 

perception of GHG emissions into the overall business plan

Ʒ Rethinking the companyôs risk profile and strategy to consider new 

competitive products, businesses and changing consumer 

preferences

Ʒ Potential for misdirected effort and duplication of other GHG state, 

regional, and voluntary initiatives
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In absence of national 

leadership, industry initiatives and 

state and local legislation has 

emerged:

Ʒ More than 200 voluntary 

reporting schemes in US alone

Ʒ RGGI ïfossil-fired utilities in  

10 NE states cap and trade 

Ʒ Western Climate Initiative

Ʒ California (AB 32)

Ʒ New EPA GHG reporting rule 

will drive consistency in 

voluntary and regional 

programs

Current state (contôd)
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Financial reporting update
Securities and Exchange Commission

On 27 October 2009, the US Securities and Exchange 

Commission (SEC) issued Staff Legal Bulletin No. 14E 

(CF), which limits a companyôs ability to exclude shareholder 

proposals related to environmental, financial or health risks. 
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Companies reporting climate change

24%

8%

7%

7%

6%3%
3%

2%

40%

Item 1A - Risk Factors

Power and Utilities

Exploration and Production

Natural Gas Distribution

Refining

Coal and Mining

Oil Field Services and Drilling

Gas marketing and other

Petroleum product distribution

Other
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Financial reporting update
FASB

Ʒ No specific authoritative accounting standards exist for emissions or 

emissions credits

Ʒ Diversity in practice:

Ʒ Inventory model

Ʒ Intangible model

Ʒ FASB and IASB efforts
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1. Alignment ðWhat is the direction of your GHG program, and how is it 

aligned with our key stakeholders to increase enterprise value? 

2. Riskð It increases when there are GHG program gaps, not just regulatory 

deficiencies:

a. How do we check for gaps?

b. Independently assess our program?

c. Resolve and monitor deficiencies?

d. Focus the right people on the right matters?

3. Completeness ð How are we ensuring that we are complying with 

everything that we should?

4. External focusðWhat is the external focus on our GHG activities? 

(e.g., customers, neighbors, the public)

5. Management toolsðWhat is our GHG management framework?

Corporate considerations
GHG ïStrategy
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Corporate considerations 
GHG ïStrategy (contôd)

6. Proactive fraud-prevention programð How are we monitoring for fraud 

and acts in isolation?

7. M&A transactions

a. Acquisitionð How are the GHG requirements inventoried and the 

compliance costs assessed?

b. SaleðWould our business be worth more or less based on the 

assessment of our GHG program?

8. Tone at the topð Have we set the right environment 

(e.g., culture, tone, metrics)?

9. CommunicationðAre the right issues coming to the boardôs attention?  

How are they being communicated externally (reports and claims)?

10. Resourcesð Does management have the resources it needs (e.g., data 

infrastructure)?
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