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I ntroduction

ACEEE isanon-profit organization dedicated to increasing energy efficiency asameansfor both
promoting economic prosperity and protecting the environment. We were founded in 1980 and have
contributed in key waysto energy legidation adopted during the past 20 years, including the Energy Policy
Act of 1992 and the Nationa Appliance Energy Conservation Act of 1987. | gppreciate the opportunity
to appear before this Committee. Specificaly | have been asked to discuss the federa appliance and
equipment standards program.

The Federal Standards Program

Federa gppliance and equipment efficiency standards were signed into law by President Reagan
in 1987 and expanded under President Reagan in 1988 and President Bushin 1992. Minimum efficiency
standards were adopted in order to address market failures, replace apatchwork of state standards, save
consumers money, and reduce energy use and pesk eectrica demand. Among the market failures
addressed by standardsarelack of consumer awareness, rush purchaseswhen an existing appliance breaks
down, and purchases by builders and landlords who do not pay appliance operating costs and hence have
no financid incentive to vaue efficiency. Standards remove inefficient products from the market but il
leave consumers with a full range of products and features to choose anong. Since adoption, standards
have sharply cut the energy use of mgor energy using gppliances and equipment while not interfering with
manufacturers ability to offer excellent performance and awide array of festures. For example, thetypical
refrigerator manufactured today useslessthan haf the energy of an average 1987 modd, but isbigger and
offers more features.

Appliance and equipment standards are clearly one of the federd government’s most effective
energy-saving programs. In 2000, standards on refrigerators and many other products reduced U.S.
eectricity use by 2.5% and total U.S. energy use by 1.3%, including displacing the need for 70,300 MW
of generating capacity (the equivaent of 234 power plants, 300 MW each). These standards reduced
consumer energy bills in 2000 by approximately $9 billion with energy hill savings far exceeding any
increase in product cost.  Consumer energy bill savings to date total about $50 hillion with a typicd
benefit-cost ratio of more than 3:1. By 2020, standards aready enacted will save 4.3 quads per year
(3.5% of projected U.S. energy use), and reduce peak dectric demand by 120,000 MW (more than a
10% reduction).

Appliance Standar dsin the Administration Energy Plan

The Bush/Cheney National Energy Policy devotes hdf-page to the federal standards program
and notes that these “ sandards will stimulate energy savings that benefit the consumer, and reduce fossl
fud consumption, thus reducing air emissions.” The Plan then recommends that the Secretary of Energy:
(2) “support [the] appliance standards program for covered products, setting higher standards where
technologically feasible and economicdly judtified;” and (2) “expand the scope of the gppliance standard
program, setting standards for additiona appliances where technologicaly feasble and economicaly
judtified.”

Summary of ACEEE Recommendations

In order to provide additional cost-effective savings under this program, we recommend three
actions

! Geller, Kubo, and Nadel. 2001. Overall Savings from Federal Appliance and Equipment Efficiency Standards.
Washington, D.C.: American Council for an Energy-Efficient Economy.
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1. Congress should enact new efficiency standardsfor products now or soon to be covered by state
efficiency standards and by severd voluntary standards programs.

2. The Bush Adminigration should permit a SEER 13 efficiency standard for residentid centrd air
conditioners and heat pumps to proceed.

3. DOE, with adequate funding and encouragement from the Congress, should complete
Congressiondly-mandated rulemakingsin atimely manner.

In the balance of this testimony | will eaborate on these three recommendations.
Opportunitiesfor New Productsto Cover Under the Standards Program

The most recent federal legidation on standards, the Energy Policy Act, was passed in 1992.
Since then there have been many technical and programmatic developments that make it possible and
desrable to extend the federd standards program to additional products. These developments include
work on new standards by severd dates, development of Energy Star specifications for many efficient
products, and additiona research ontheamount of energy used for different energy end-uses. Inparticular,
for the past year, the Cdifornia Energy Commission (CEC) has undertaken a rulemaking to develop new
standards for severa products not currently covered by the federa standards program.

Based on the work of the CEC and others, we recommend that the federd standards program
be extended to cover eeven additiond products. These productsfdl into two generd categories. (1) eight
productsfor which sufficient technica informationisavailablefor Congressto enact specific new standards,
and (2) three products for which the U.S. Department of Energy (DOE) needs to conduct additiona
research before specific standards can be set. In our opinion, where possible, Congressional action is
preferable to DOE action, snce a DOE rulemaking takes at |least three years, and often far longer (DOE
is dill working on severd rulemakings caled for in the 1992 Energy Policy Act). Furthermore, for the
mgority of the stlandardsin both categories, Congressiona action is needed because under current laws,
DOE is only authorized to extend the standards program to “consumer products’ and many of the
opportunitiesfor new standardsinvolve productsused by businessesand not consumers. Intheparagraphs
below, | briefly describe the € evenproducts which should be covered under the standards program. | list
products in approximate order of likely energy savings.

Torchiere lighting fixtures. Torchieres are portable lighting fixtures that aim light upward and bounce it
off the celling to provideindirect lighting. In recent yearsthey have become ubiquitousin American homes
and gpartments due to their high light levels and low purchase price. However, these products are magjor
energy hogs, and can befire hazards aswell (more than 400 fires have been traced to ha ogen torchieres).
The typica product consumes 300 Watts or more of power. Much more efficient torchieres based on
high-output compact fluorescent designs uselessthan 100 Wattsand provide the same or equd light output
without creating a potentia fire hazard. The smple payback for these more efficient unitsistypicaly less
than two years (Smple payback is the number of yearsfor operating cost savingsto offset theincrementa
cost of the efficiency improvements). The CEC has developed minimum efficiency standards for these
products that cap energy use a 190 Watts and include other important technical details? These same
standards should be adopted nationdlly.

Furnace and heat pump fans. Theefficiency of resdentia furnacesand heat pumpsiscovered by current
federal standards, but these standards don’t include the energy consumed by the blower used to circulate
conditioned air around the home. Thetypica furnace fan uses 800-1000 kWh per year, but more efficient

2 California Energy Commission. “Appliance Efficiency Regulations (draft of April 2001).” Sacramento, CA.
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fans now on the market use less than 300 kWh, a saving of more than 60%.3 In high volume mass
production the more efficient fans should cost on the order of $100 more than a conventiona fan, resulting
in asimple payback to the homeowner of less than three years* Additional technical work is needed to
decide how best to set afan power limit (i.e., these limits need to take account of the heating capacity and
arflow of the system), so responsibility for setting the sandard should be delegated to DOE.

Electronic equipment and power supplies. Many types of dectronic equipment used in the home
continuoudy use smal amounts of power, even when they are turned off. Examplesinclude TVs, VCRs,
microwave ovens, and many rechargesble products. Aggregated over the many hoursin ayear and the
number of productsin placein atypica home, this* standby” power use amountsto about 5% of electricity
useinatypica homeaccording to analysesby L awrence Berkeley National Laboratory and others® More
eficient power supplies and other technica improvements can reduce this standby power use by an
average of about 75% in the vast mgjority of cases, at atypica cost of no more than a couple of dollars
per product.® For some of these products, the Energy Star program awards specid labels to identify
power-gtingy designs. We recommend that Congress adopt a standby power limit of one watt for al of
these products, but to allow DOE to set looser standards where manufacturers can demonstrate that aone
watt limit is not technicaly feasible or economicdly judtified.

Commercial unit heaters. Unit heaters are used in open commercia and industrid spaces to provide
heating. The typica system has a seasond efficiency of about 63%, whereas systems with power or
induced-draft burnerstypically have seasond efficienciesof about 82%. Themoreefficient sysemsreduce
energy use an average of 23%, and have a smple payback of about two years.” Due to the impact of
federal standards, residentia heating systems now predominantly use power or induced-draft burnersand
DOE has just adopted new regulations for commercia furnaces that require smilar improvements® We
recommend that Congress adopt requirementsfor unit heaters the same as those just adopted by DOE for
commercid furnaces.

Ceiling fans. Large “Casablanca styl€’ ceiling fans are used in many homes to circulate air around the
room and help occupants fed more comfortable. However, most of these fans have inefficient motorsand
blade designs, not to mentioninefficient lighting systems (many of these fansdso indude lights). A mgor
manufacturer has recently introduced an improved design that reduces energy use by 40%. The
incremental cogt of this efficient mode relative to standard models with smilar features is about $20,
reslting in a simple payback to the consumer of about 3 %2 years.® The Energy Star programislaunching

8 GAMA. October 2000 Consumers Directory of Certified Efficiency Ratings. Arlington, VA: Gas Appliance
Manufacturers Association.

4 Kubo, Sachsand Nadel. 2001. Opportunities for New Appliance and Equipment Efficiency Standards: Energy and
Economic Savings Beyond NAECA and EPAct (draft). Washington, DC: American Council for an Energy-Efficient
Economy.

® Rainer, Greenberg and Meier. 1996. “You Won't Find These Leaks with a Blower Door: The Latest in ‘Leaking
Electricity’ inHomes.” InProceedings1996 ACEEE Summer Study on Ener gy Efficiency in Buildings Pp. 1.187-1.191.
Washington, DC: American Council for an Energy-Efficient Economy.

®Kuboetal. Seenote4.

" Calculationsby ACEEE fromincremental cost and energy savingsestimates in Krauss, Hewett, and Lobenstein. 1992.
Commercial Gas Space Heating Equipment: Opportunities to Increase Energy Efficiency. Minneapolis, MN: Center
for Energy and the Urban Environment.

8DOE. 2001. “Energy Efficiency Program for Commercial and I ndustrial Equipment: Efficiency Standardsfor Commercial
Heating, Air Conditioning and Water Heating Equipment; Final Rule.” Federal Register (66)9, Jan.1 2, pp. 3336-3356.
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aprogram thisfal for resdentid ceiling fansthat will require better blade/motor designs and more efficient
lighting.*® DOE should be directed to review the new Energy Star specification and set minimum efficiency
standards that build upon this specification.

Distribution transformers. Digtributiontransformersare used in many commercid and industrid buildings
to reduce voltagefrom line voltage to voltages used to power building systems. Thesesysemsaretypicaly
purchased on the basisof first costs, leaving Sgnificant opportunitiesfor cost-effective energy savings. The
Nationa Electrica Manufacturers Association (NEMA) has devel oped a recommended standard that
reduces the energy |osses associated with this equipment by an average of about one-third, with the added
cost of the more efficient equipment paying back in about three years Massachusetts and Minnesota
have adopted the NEMA standard as a mandatory standard and California and New York are now in
smilar adoption processes. DOE was ingtructed in the Energy Policy Act of 1992 to develop standards
for these products but nineyearslater thisprocessistill dragging on. Werecommend that Congress adopt
the NEMA standard, thereby saving the time and expense of continuing the DOE rulemaking process.

Vending machines. Vending machines are primarily purchased by beverage digtributors and placed in
avaiety of locations at no cost to the property owner. However, the property owner does pay for the
eectricity to operate these machines. Since the purchaser does not pay operating codts, thereis little
incentive to purchase efficient machines and most vending machines are inefficient asaresult. A sudy by
Arthur D. Little Company for DOE estimated that the energy use of vending machines can be reduced by
44-51% using measureswith an average simple payback of 2.4-3.2 years.'> However, thereisinsufficient
information on the energy use of the full range of machines sold today, so further data collection is needed
before standards can be set. The CEC is now planning to collect this data. DOE should be directed to
set new standards based on this data and its own technical and economic analyses.

Commercial refrigerators and freezers. Federal standards currently cover resdentid refrigeratorsand
freezers but do not cover the larger commercid units used in restaurants, hotels, hospitals and other
commercid gpplications. Research by Arthur D. Little Company for DOE found that the energy use of
typical commercia refrigerators and freezers can be reduced by 45-55% using improvements with an
average sSimple payback to the user of just over 2 years® The Cdifornia Energy Commission (CEC) has
devel oped minimum efficiency standardsfor these products based on theenergy use of the average product
on the market today.'* These same standards should be adopted as nationd standards.

Traffic lights Like exit Sgns, mog traffic lights use incandescent bulbs, but new “light emitting diode”
(LED) are now available that reduce energy use about 90% and have additiona maintenance and safety
benefits Unlikeincandescent lamps, the LED lights operate for many yearswithout bulb changes, and when
LEDsage, they just get dimmer until they arereplaced, avoiding the safety problemsthat can happen when
a lamp in a traffic light burns out.™® The Energy Star program has established an energy and safety

10 Foos Consulting. 2001. “Final Draft Energy Star® Specification for Residential Ceiling Fans. June.

11 Barnes, Das, McConnell, and Van Dyke. 1997. Supplement to the ‘ Determination Analysis” and Analysis of kthe
NEMA Efficiency Standard for Distribution Transformers. Oak Ridge, TN: Oak Ridge National Laboratory.

22 Arthur D. LittleCo. 1996. Energy Savings Potential for Commercial Refrigeration Equipment. Washington, DC: U.S.
Dept. of Energy.
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performance specification for the more-efficient traffic signas'® Cdiforniaisinthe processof adopting this
specification as amandatory minimum performance standard.r” A similar standard should be adopted at
the nationd level. Such a standard should apply to red and green lights, since these account for the vast
mgority of traffic light energy use, and have the most favorable economics (typicaly smple payback
periods of 1-4 years, depending on the application).®

Exit signs. Many exit Sgns use incandescent bulbs (40 Waittsistypica), and Snce they are continuoudy
illuminated, typicaly cost around $30 per year to operate. New exit Sign designs use LEDs and consume
on the order of 3 Waits, reducing energy use by more than 90% relative to an incandescent sign. The
smple payback for usng LED signs instead of incandescent signs is generdly less than two years. In
addition, the LED dgns do not require periodic bulb changes, resulting in subgtantid maintenance cost
savings®® Aswith traffic lights, thereis an Energy Star specification that Cdiforniais now adopting as a
mandatory state standard.® A similar national standard should be adopted.

Ice-makers. Ice-makers are commonly used in hotels, motels, restaurants and hospitals to produce ice
inlarge quantities. lce-makers use a subgtantia amount of energy in order to freeze water, and then keep
theice cold. Products now on the market vary substantidly in efficiency, with the mogt efficient products
typicdly usng about 30% less energy than the leest efficient. Rdative to the least efficient machines, the
mogt efficient onestypically haveasimple payback of oneyear or less?' The Federa Energy Management
Program (FEMP) has devel oped aspecification that identifies the top performing units on the market today
for each product category (features and size).?? This specification should be adopted as a nationa
standard.

Energy and economic savings. My organization, ACEEE, is now completing an andysis of the energy
and economic savings from adopting standards on these products. Our prdiminary results indicate that
these sandardswill save gpproximately 73 billion kWh of dectricity in 2010 and 164 billion kWhin 2020.
The savings in 2020 amount to about 5% of projected resdential and commercia dectricity use in that
year, and reduce peak dectrica demand by the equivaent of 40-50 power plants (300 MW each). In
addition, the unit heater sandard by itsdlf will reduce commercia building gas consumption by about 3%
in 2020, a remarkable achievement for a product with annud sales of only about 1/4 million units. These
standards will dso result in substantid economic savings to consumers and businesses. Our preiminary
andyssindicatesthat for products purchased through 2020, discounted net benefits (benefits minus costs)
will total about $80 bhillion, with a benefit-cost ratio of more than 5:1. Furthermore, as noted in the
AdminigrationNationa Energy Policy, the energy savingswill reducear pollutant emissons. Weestimate
that these slandards will reduce carbon emissions by more than 20 million metric tonnes (MMT) in 2020,
which can be a ussful component of U.S. effortsto reduce greenhouse gasemissions. Standardswill dso

18 EPA. “ Energy Star Program Requirements for Traffic Signals.” Washingrton, DC: U.S. Environmental Protection
Agency. Also, CEC 2001 (see note 2).

7 CEC 2001. Seenote?2.

8 Kubo et al. 2001. Seenote 4.

¥ Kubo et al. 2001. Seenote 4.

2D EPA. “ Energy Star Program Reguirementsfor Exit Signs.” Washingrton, DC: U.S. Environmental Protection Agency.

2 Kubo, Nadel and Suozzo. 2000. “Commercial Packaged Refrigeration: An Untapped Lode for Energy Efficiency. In
Proceedings 2000 ACEEE Summer Study on Energy Efficiency in Buildings Pp. 3.203-3.218. Washington, DC:
American Council for an Energy-Efficient Economy.

2ZFEMP. Commercial | ce-Maker Efficiency Recommendation. Washington, DC: Federal Energy M anagement Program,
U.S. Dept. of Energy.



result in significant reductionsin SO2, NOx, and mercury emissions, thereby helping power companiesto
meet new standards that might be set in near-term amendments to the Clean Air Act.

New Standardsfor Residential Central Air Conditionersand Heat Pumps

When Congress passed the National Appliance Energy Conservation Act of 1987, it established
initid efficency gandardsfor residential centra air conditionersand heat pumps and called for DOE to set
revised standards no later than January 1, 1994. The rulemaking formally began in September 1993 and
afina rule was published in January 2001 in the dosing days of the Clinton Adminigration. Thisfind rule
was the result of more than seven years of effort, but was seven years behind schedule. In our opinion,
whilethisrulefdl short in severa respects,? it was areasonable one. Thisrule established anew minimum
efficiency andard of SEER 13, effective January 2006 (SEER isthe Seasond Energy Efficiency Ratio,
ameasure of average unit efficiency over the full cooling season). There are now more than 600 distinct
models on the market that meet this standard, including modd sfrom most manufacturers. We estimate that
aSEER 13 standard will cost the consumer an average of about $170,* but that the more efficient models
will reduce dectricity bills by an average of about $50 per year, resulting in a smple payback to the
consumer of about 3Y2years. Furthermore, thisruleis an important part of effortsto avert future dectric
reliability problems. Thisrulewill reduce peak dectric demand by about 57,000 MW over the next three
decades, averting the need for about 190 new 300-MW power plants.?®

Unfortunately, in April 2001, the Administration announced that it will soon propose rolling back
the standard from SEER 13 to SEER 122 We bdlieve this action is misguided and may well be illegd.
This action is misguided because it will substantialy reduce the energy, peak demand, and economic
savings achieved by the new standard. This decision is dso misguided because it relies on severd
unreasonable andys's assumptions, assumptions which need to be corrected if DOE is going to proceed
with anew rule. Thisdecisonisprobably illegal because it ignoresaCongressona directivein NAECA
aswdl| as severa Court decisons.

The difference in energy, pesk demand and financia savings between SEER 12 and SEER 13is

very substantid. According to andysesby ACEEE, rdativeto aSEER 12 standard, a SEER 13 standard
will:

. Reduce peak demand by 13,000 MW by 2020 and 18,000 MW by 2030, the equivalent of 43
and 60 new power plants respectively (300 MW each);

. Increase energy savings by 45% or more;

. Reduce consumer dectric bills by more than $18 billion over the next 30 years;

Z Therulefails to address two very important issues: high temperature performance (which affects utility peak loads)
and the ability to maintain high efficiency across a broad range of outdoor temperatures and installation conditions.
There are straightforward solutions to both of theseissues, but unfortunately thesewere not includedin thefinal rule.

2 DOE estimates the incremental cost at about $340, but we reducethe DOE estimate by 50%to account for DOE’ slong
history of overestimating incremental costs for new appliance standards (see note 35).

% Our peak demand estimatesare different from DOE’ sbecause DOE used only twofiel d studiesto estimate peak demand
savings, including one that isinconsistent with all other available data. ACEEE used five studiesfrom variousregions
of the country.

% DOE. 2001. “DOE to Propose New 20% Increasein Energy Efficiency Standardsfor Residential Air Conditionersand
Heat Pumps.” Press Release, April 13. Washington, DC: U.S. Dept. of Energy.
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. Have atypica simple payback period to the consumer of less than four years?’

DOE edimates that a SEER 13 split air conditioner will cost the average consumer $122 more than a
SEER 12 unit, which is 5% morethan a SEER 12 unit. Whilewe believe that DOE has overestimated the
price increase, even the DOE cost estimate is smdl relative to the benefits | have just described.

[ nrecent statements before Congress, Adminigtration officialshave defended the Administration’s
decisonto propose a SEER 12 standard, arguing that this decision was based on analyses by career Saff
that showed that low-income consumers would be disadvantaged by a SEER 13 standards, that a SEER
13 standard could incresse the use of eectric resstance hest, and that a SEER 13 standard would
adversaly affect competition. However, such statements ignore the fact that only 21% of low-income
householdshave centrd air conditionersintheir homesand themgority of low-income householdsrent and
do not own their homes® Renters will benefit from standards, for without standards most landlords will
purchase a low-price unit for their tenants. For these and other reasons, many low-income advocacy
organizations support the SEER 13 standard.® If the Administrationistruly concerned about low-income
househol ds, it should set up aprogram to hel p low-income househol dsreplacetheir present air conditioners
(recdl that the difference between SEER 12 and 13 is only $122) rather than weekening standards for all
American households.

Smilaly, the Adminigtration aleges that the difference in price between a SEER 12 and SEER
13 split heat pump ($188) will cause many households to switch from hesat pumps to dectric resistance
heat, despite the fact that eectric res stance heat will approximatdy double heeting bills rdative to use of
aheat pump (such adoubling will increase average annual hesting billsby about $350,%° making for avery
poor return on the first cost savings).

And with regard to competition, concerns about impacts on competition are contained in a
Department of Justice (DoJ) letter, but this letter does not provide an explanation for these concerns nor
does it state how DoJ arrived at its concerns® We do know that DoJ staff interviewed many
manufacturers, but DoJdid not to our knowledgeinterview efficiency advocates, sate government officials,
or other interested parties. Thus, the DoJ processisa“black box” and a potentialy biased process. DoJ
needs a broader and better documented processfor its concernsto receive the same weight as other data
in this rulemaking that have been publicaly-vetted and documented.

From materid published by DOE, concerns about impacts on manufacturers and competition
primarily relaeto thefact that many manufacturersmake much of their profitson* high-end” unitswith extra
features and above average efficiency. The concern is that aminimum standard at SEER 13 will make it
hard to differentiate a higher efficiency unit for high-end sdes. We disagree for two reasons. First, with
new compressors, new heat exchangers, and other technica improvements it is possible to produce

2 This estimate is based on DOE’ s estimate of the cost difference between aSEER 12 and 13 unit, reduced by 50% (see
note 24) divided by annual operating cost savings of $19 which reflects a 2.5 cents’/kWh summer electricity price
differential not included in the DOE analysis.

ZEIA. ALook at Residential Energy Consumption 1997. Washington, DC: Energy Information Administration, U.S.
Dept. of Energy.

2 QOrganizations that have written letters in support of the SEER 13 standard include the Consumer Federation of
America, National Consumers L eague, and severa low-income weatherization agencies.

% The average annual cost for space heating for homes with heat pumps was $352 in 1993 (EIA. Household Energy
Consumption and Expenditures, 1993. Washington, DC: Energy Information Administration, U.S. Dept. of Energy).

%1 Nannes, John. Letter to Eric Fygi, Acting General Counsel, DOE, dated April 5, 2001. Washington, DC: U.S. Dept. of
Justice.



reasonably-priced SEER 14 and SEER 15 units. For example, just thisweek Amanaannounced afull line
of SEER 15 units that use single-speed compressors (single-speed compressors are less expensive than
the multi-speed compressors that many other manufactures use to achieve SEER 15).32 Second, we
bdieve it is possible for manufacturers to develop and successfully market value-added SEER 13 and
SEER 14 units that perform better in the field than basdine SEER 13 units. Due to common indalation
problems as well as optimization of many air conditioner designs for a Sngle test temperature, many ar
conditionersperform at alower efficiency in thefield thanin alaboratory. My organization isnow working
with utilities, federd, state and regiond organizations, and some manufacturers to develop a voluntary
program to promote “robust” air conditioners that warrant a price premium because they perform better
inthe fidd.® It is products like these that will alow manufacturers to continue to sell high-end products
and continue to earn the profits they depend on.

Statementsby DOE officidsaso ignore severd mgor errorsinthe DOE andyss. Firgt, the DOE
anaysisis based on summer 1996 dectricity prices, adjusted downward for assumed long-term declines
in eectricity prices. In redlity, as wholesde marketsand many retail markets have restructured, eectricity
pricing is increasingly based on season of use (and often time of useaswell). A December 2000 andlysis
of U.S. wholesale dectricity prices in 1998-2000 by Synapse Energy Economics found that eectricity
pricesin the summer afternoons and evenings when air conditioners are primarily used are 2-9 cents per
kWh higher than the 1996 prices used by DOE.**  Second, the DOE analysis is based on today’s
technologies for achieving improved efficiencies. New technology developments and continuing
productivity improvements will bring these costs down by 2006 when the new standard goes into effect,
just asthey subgtantialy reduced the costs of the current SEER 10 standard relative to prior DOE and
industry projections® If DOE isgoing to reassess the central air conditioner standard, it needsto correct
these andysis errors before proceeding.

The Adminigration’ s atempt to roll back the air conditioner standard aso ignores clear language
in NAECA that new standards cannot be set that are weaker than previous standards, and several court
decisonsthat a new Adminidration faces a high burden of proof before it can roll back find rules of a
previous Adminigration. When Congress passed NAECA it was concerned about adminigtrative roll-
backs of standard levels and added a specific provison that “The Secretary may not prescribe any
amended standard whi ch increases the maximum alowabl e energy use, or decreasesthe minimum required
energy efficiency of a covered product.” The Bush Adminigration’s proposd to roll back the ar
conditioner standard violates this provison. The Bush Administration proposal aso is based on very
limited technical arguments, and will probably have trouble getting past the Supreme Court decision that
“an agency changing its course by rescinding arule is obligated to supply areasoned basisfor the change
beyond that which may be required when an agency does not act inthefirst instance.™® Findly, dl of the

82 Schultz, Matt, Product Manager, Amana Heating and Air Conditioning. Email dated July 9, 2001.

% Sachs. 2001. “raft Prospectus: Sustained High Performance Central Air Conditioners and Heat Pumps: Delivering
Energy Efficiency in Use.” Washington, DC: American Council for an Energy-Efficient Economy.

% Woolf, Biewald, Allen, White and Johnston. 2000. Marginal Price Assumptionsfor Estimating Customer Benefits
of Air Conditioner Efficiency Standards Cambridge, MA: Synapse Energy Economics.

% n 1982, DOE estimated that the incremental cost to raise air conditioner efficiency to SEER 10 would be $349 (DOE,
1982,Consumer Products Efficiency Standar ds, Engineering AnalysisDocument). U.S. CensusBureau datashowsthat
when the SEER 10 standard took effect, air conditioner prices did not go up at all (Current Industrial Reports,
Refrigeration, Air Conditioning, and Warm Air Heating Equipment). Interestingly, the Air Conditioning and Refrigeration
Institute (the industry trade association) was even farther off the mark; in the early 1980's they estimated that the
incremental cost of a SEER 10 unit would be $762 (as cited in CEC. 1984. “Staff Report on Proposed Revision of
Appliance Efficiency Standards for Central Air Conditioners Under 65,000 Btu/Hour, P400-84-015. Sacramento, CA:
Cdlifornia Energy Commission).

% Motor Vehicle Manufacturers Association v. State Farm Mutual Ins. Co. et al., 463 U.S. 29 (1983).
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actions to date to roll back the standard have been made without any opportunity for public commert,
whichappearsto bein violation of the Administrative Procedures Act. Severd staeattorney generalsand
environmenta, consumer and low-income advocacy organizations recently brought suit chalenging these
actions®” Giventheenergy problemsfacingtheU.S,, it would befar more productiveto put resourcesinto
developing and implementing new paliciesto save energy, rather than using large amounts of resourcesto
pursue a legdly-questionable action that will incresse energy use.

At today’ s hearing the President of the Air Conditioning and Refrigeration Indtitute (ARI) will dso
tetify. Based on past ARI statements, in addition to some of the some arguments DOE ismaking, he is
likely to argue that DOE underestimated the ingtdlation costs of meeting a new air conditioner standard,
that a SEER 13 standard would be particularly burdensome in manufactured housing, that a SEER 13
standard would diminate approximately 85% of current units from the market, and that a SEER 13
standard will raiseunemployment.®® In our opinion, most of these dlegations arewrong and othersare haf-
truths. Specificaly:

. DOE’ sanadysisdoescongder ingdlation costs. Whilesome SEER 13 unitsaresignificantly larger
than current units, others are not. For example, Goodman Manufacturing's SEER 13 units are
only about three inches larger than basic units. The Sze of the unit depends on the technologies
that amanufacturer usesto improve efficiency, and some of these technol ogiesdo not increase unit

gze.

. DOE sfind rule specificdly trests “ space congtrained products,” such as units for manufactured
housing, as a separate product class. Required efficiency levels for this specid class have yet to
be decided.

. Manufacturers are correct that a substantia mgority of current products do not meet the SEER

13 standard. However, an even higher percentage of then-current products did not meet the
SEER 10 standard when it was enacted and manufacturers had little difficultly meeting that
standard.®

. A SEER 13 standard will increase employment, not reduce it. According to DOE’s andyss,
employment in theindustry will modestly increase since SEER 13 unitsrequire more materidsand
labor than SEER 10 units*® An old DOE andlysis doesfind that overal nationa employment will
modestly decline with a SEER 13 standard due to the impacts of higher air conditioner costs on
consumer purchases;* but that analysis was based on very high estimates of the extra cost to

37 State of New Y ork and State of Connecticut, Petitioners against Spencer Abraham. June 18, 2001. “Petionfor Review.”
New York, NY: U.S. District Count, Southern District of New Y ork. Also, asimilar suit wasfiled the same day by Natural
Resources Defense Council, Consumer Federation of America, and Public Utility Law Project.

% ARI. “ARI Asks DOE to Increase Efficiency by Fairer 20 Percent,” pressrelease. April 6, 2001. Arlington, VA: Air
Conditioning and Refrigeration Institute.

* 1n 1986, when NAECA was negotiated, probably less than 10% of then-current models met the 1992/93 NAECA
standards. ARI datafrom1984 (in“ARI Comparative Study of Energy Efficiency Ratios’) indicate that 6.8% of unitary
air conditioner shipments had a SEER of 10 or more while only 4.8% of heat pumps exceeded a SEER of 10. We do not
have 1986 data, but during the mid-1980s, SEER grew only modestly, hence our estimate that less than 10% of models
in 1986 had a SEER of 10 or more.

4 DOE. 2000. Technical Support Document: Ener gy Efficiency Sandar dsfor Consumer Products: Residential Central
Air Conditioners and Heat Pumps. Oct. Washington, DC: U.S. Dept. of Energy.

“Ibid.



produce SEER 13 units. DOE has substantially decreased its cost estimates but did not revisethe
national employment analysis before publishing the SEER 13 find rule.

Senator Barbara Boxer has introduced a resolution (S.J. Res. 15) cdling for Congressiond
disapprova of the rule submitted by DOE relaing to the postponement of the effective date of centrd air
conditioner standards under thetermsof the Congressional Review Act of 1995. Wethank Senator Boxer
for introducing this resolution and for bringing attention to thisimportant issue. We recommend thet this
Committee should do al it can to encourage the Administration to drop its rollback proposal.

Revisonsto Other Current Standards

Under exigting legidation, DOE issupposed to review and revise exigting gppliance and equipment
efficiency sandardsevery fiveyears. Unfortunately, DOE isvery far behind in thisprocess. For example,
DOE isjust now starting a proceeding to revise the resdentid furnace standard, a proceeding that under
current legidation should have been completed by Jan. 1, 1994. Similarly, DOE has not yet Sarted the
revison process for dishwashers, even though that process should have been completed in 1996. And |
discussed earlier, DOE is 4ill working on a rulemaking for digtribution transformers that was originaly
cdled for in the Energy Policy Act of 1992. There is a need to work through this backlog which will
require improved management at DOE as well asincreased annua appropriations.

Accordingtoour anayss, if DOE can completethe mgjor scheduled rules, substantia energy and
financd savings will result. Our andyss includes development of new standards on commercid ar
conditioners, dishwashers, commercid boilers, and reflector lamps over the next few years, and further
revisons to refrigerator, water heater, and residentia air conditioner standards in the longer term. We
estimate that in 2020 these standard revisions can save 53 hillion kWh of eectricity and 187 trillion Btu's
of natural gas. Thedectricity and gas savings together will reduce consumer energy hills by more than $4
billion annualy by 2020.

Under DOE’ s gppliance standards “ Process Improvement Rule” priorities are set in the summer
for rulemakings for the new fiscd year. With the changein Adminigtration, thisannua processis modestly
delayed but is scheduled to begin soon. We recommend that after this annua process is completed in
September or October, that this Committee schedule an oversite hearing to review DOE plans for
standards rulemakingsin 2002, including any new rulemakingsthat may be caled for under comprehensive
energy legidation that will likdly be pending at that time. Such an oversite hearing should explore options
for “picking up the pace’ so that rulemakings can be completed in amoretimey manner, and perhaps aso
with less controversy than some of the recent rulemakings.

Conclusion

Appliance and equipment efficiency standards have been one of the federa government’s most
effective energy-saving policies. These standards have aso provided substantia net economic benefitsto
consumers and businesses and contributed to reduced emissions of air pollutants. 1t has been nearly a
decade since the scope of the appliance and equipment standards program has changed. Based on State
and voluntary standards developed over this past decade, Congress should expand the scope of the
standards program to include 11 additiona products. These additiond standards will reduce energy use
in the resdential and commercia sectors by about 5% in 2020, reduce peak eectrica demand by the
equivaent of 40-50 new power plants, and result in net savingsto consumers and businesses of more than
$80 hillion. The standards we recommend are primarily based on state and voluntary standards that are
ether now in effect or that are expected to be findized in the next month or so. These Sate and voluntary
standards have not been controversial. Hopefully these same standards can a so be adopted at the national
leve without controversy. Totheextent issuesarise, ACEEE standsready to providetechnica information

10



and to negotiate in good faith with affected trade organizations, smilar to the role we played prior to the
adoption of standards legidation in 1987, 1988, and 1992.

Withthe savings from standards on new products, plus savings from exigting sandards (including
the SEER 13 air conditioner standard) and from new standards now being considered by DOE, U.S.
eectricity usein 2020 will be reduced by more than 10% rel ative to what use would be without thefedera
standards program. While these savings will not solve U.S. energy problems, they will make a sgnificant
contributiontowardsbringing U.S. energy supply and demand into better balance, hel ping our environment,
our economy, and our pocketbooks.

That concludes my testimony. Thank you for the opportunity to present these views.
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