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ENERGY EFFICIENCY PROMOTION ACT
OF 2007

MONDAY, APRIL 23, 2007

U.S. SENATE,
COMMITTEE ON ENERGY AND NATURAL RESOURCES,
Washington, DC.

The committee met, pursuant to notice, at 3:04 p.m., in room
SD-366, Dirksen Senate Office Building, Hon. Jeff Bingaman,
chairman, presiding.

OPENING STATEMENT OF HON. JEFF BINGAMAN,
U.S. SENATOR FROM NEW MEXICO

The CHAIRMAN. All right, why don’t we go ahead with the hear-
ing? Good afternoon.

The purpose of today’s hearing is to receive comments on S.
1115, the Energy Efficiency Promotion Act of 2007. Senator
Domenici and I introduced this bill a week ago, along with cospon-
sors from both sides of the political aisle. I appreciate the efforts
that today’s witnesses have made to provide us with testimony, on
rather short notice. I welcome all of those who have come to today’s
hearing.

This Energy Efficiency Promotion Act that we’ve introduced will
ultimately do two things. It’ll save consumers money, and it will re-
duce our impact on the environment. We accomplish this by reduc-
ing the Nation’s use of fossil fuels, and we do that by improving
efficiency of vehicles and buildings and home appliances and indus-
trial equipment. For example, the appliance standards that are
contained in this bill, when fully implemented, will save at least
50 billion kilowatt hours of electricity per year. That’s enough en-
ergy to power 4.8 million U.S. households.

For those of us interested in addressing the serious issue of glob-
al warming, reducing electricity use by 50 billion kilowatt hours
per year is a good and an important first step. Of course, if we're
truly to make a dent in reducing use of fossil fuels, we need to use
less gasoline. The Efficiency Promotion Act sets aggressive national
goals for reducing gasoline usage by 20 percent by 2017, 35 percent
by 2025, 45 percent by 2030. And we propose to meet these goals
in two ways. First, by improving efficiency in the transportation
sector. Second, by using renewable fuels, as provided for in the
committee’s biofuels legislation, which is S. 987, which we also in-
troduced on a bipartisan basis a couple of weeks ago.

I'm very glad that we have the bipartisan support we do for
these proposals in this current bill today. I look forward to hearing
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suggestions from the witnesses on how we can improve the legisla-
tion.
Let me call on Senator Domenici for any comments he has.

STATEMENT OF HON. PETE V. DOMENICI, U.S. SENATOR FROM
NEW MEXICO

Senator DOMENICI. Thank you very much, Mr. Chairman.

Let me first note that we do have present, and we will have as
a witness, a lead witness, the mayor of the city of Albuquerque. I
think we both genuinely appreciate his personal representation of
Albuquerque, but also his representation of the national mayors on
this issue. We look forward to what he has to say.

Second, Mr. Chairman, I have not yet been to the floor to support
our very interesting bill that you and I worked on a long time—
long and hard, bipartisan—that’s on the floor, and I won’t be able
to stay for the whole of the witnesses, but I'll come back, as I'm
needed.

Once again, for those who are skeptics, you should know that
this is a bipartisan bill. That’s the third major one we’ve put out.
The second one did not quite end up that way, but let’s say it
ended up being a good bill, and we started it bipartisan.

So, I want to add my thanks to all the witnesses for being here
today. We don’t have everything sewed up yet. As we look at this
and look at witnesses, we have some loose ends. But that may be
because we’re in a hurry, and when you hurry, frequently you go
slow, because you have some loose ends that you wouldn’t other-
wise have. But we have a number of Senators from both sides of
the aisle as sponsors, and that helps. I'd rather have a few loose
ends and have a bipartisan seven Senators, and they're all willing
to work to put these things together.

As you all know, the Energy Policy Act of 2005 was adopted by
the Congress, and we are still in the process of implementing it.
With that landmark piece of legislation, we did a great deal on en-
ergy conservation and improved energy efficiency. Such measures
included—and we all remember them, but we didn’t get it all done
yet—implementing new efficiency standards for 15 large commer-
cial and residential appliances. These new standards alone will
save 50,000 megawatts off-peak electricity by 2020 if the Depart-
ment gets them done. I note the Department is present here, and
they have some difficulty with the bill, but, overall, are hopeful
that we can work together to get it done. I thank the Department
for their optimism and for their desire to take off big bites like we
have here. We appreciate that.

The original bill continues, the Energy Start Program—this bill
does—to educate consumers to buy more energy efficient appli-
ances, provides tax incentives to consumers, provides tax incentives
to appliance manufacturers. Still, there’s no doubt that much can
be done to improve the way in which we use energy. S. 1115 is in-
tended to increase energy efficiency efforts within the Federal Gov-
ernment for buildings and Federal fleets. In my opinion, the Fed-
eral Government is the appropriate place to start. Indeed, we
should be leading these efforts.

This bill also establishes client standards for consumers and in-
dustrial products, seeks to assist States in energy efficiency. The
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bill before us today is a good starting point. As I indicated, it still
needs work. I expect S. 1115 to evolve over time with input from
those who will be tasked with implementing the policy and those
who will be impacted by it. I hope we’ll hear from both sides before
we're through.

I'm pleased that we’re conducting this hearing today to hear from
the stakeholders. I look forward to working with them, on both
sides, until we get a bill.

Senator Bingaman, thank you for yielding.

The CHAIRMAN. Well, thank you very much.

We have two panels today. The first panel is Secretary John
Mizroch, who is the Principal Deputy Assistant Secretary for the
Department of Energy. I'll just add my welcome and appreciation
to him and to the Department for their efforts to review this legis-
lation on short notice and give us feedback. We do hope that we
can continue to work to resolve issues that you may have with
some of the initial language. I think your expertise in this area is
very much appreciated. Thank you for being here to testify.

Go right ahead.

STATEMENT OF JOHN MIZROCH, PRINCIPAL DEPUTY ASSIST-
ANT SECRETARY FOR ENERGY EFFICIENCY AND RENEW-
ABLE ENERGY, DEPARTMENT OF ENERGY

Mr. MizrocH. Chairman Bingaman, Senator Domenici, and
members of the committee, I want to thank you for the opportunity
to appear before you today and offer some comments on S. 1115,
the Energy Efficiency Promotion Act.

I'd like to say, personally, what an honor it is to appear before
you today. Seventeen years ago, I actually served as senior staff on
the Joint Economic Committee of the Congress. Senator Bill Roth
was ranking member, and asked me to come and work for the JEC
on the issue of American industrial competitiveness. I know it’s an
issue that is a priority for both of you. And while I staffed several
hearings, this i1s my first opportunity to appear before a Senate
committee, and I appreciate that, although I must say that it’s a
little bit different sitting on this side of the table.

I would also like to compliment the work that this committee is
doing to promote energy efficiency. Energy is one of the most crit-
ical issues facing America and the world today, and energy effi-
ciency is the quickest way to reduce energy intensity.

As you mentioned, Mr. Chairman, although the administration
has not had sufficient time to conduct its formal review or coordi-
nate interagency views of the bill to form an official position, I'd
like to offer some preliminary observations on the legislation.

There are many elements of S. 1115 that appear consistent with
the administration’s energy policy objectives. There are some issues
that raise practical, budgetary, or other concerns. S. 1115, in sev-
eral instances, contains language that may be duplicative of au-
thorizations previously enacted in the Energy Policy Act of 2005,
and also would authorize several new financial assistance pro-
grams.

While such programs might help boost energy efficiency in cer-
tain sectors, their potential benefits are unlikely to be sufficient to
justify the budget costs. However, the bill, as a whole, represents
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an important contribution to the national discussion of how best to
make our country more energy efficient. Several of the efficiency
standards proposed in this legislation are absolutely consistent
with the Department’s activities and, I think, reflect consensus
among efficiency advocates and manufacturers.

The bill also provides some useful new authorities, such as au-
thorization for regional efficiency standards that may provide addi-
tional energy savings if the potential Federal and State burdens re-
lated to monitoring and enforcement can be resolved.

Secretary Bodman and Assistant Secretary Karsner have made
efficiency standards a top priority. Since committing to a standards
program schedule last January, the Department has met 100 per-
cent of its targets to be on time, and we absolutely intend to con-
tinue to do so.

To shorten the time for a completed standard by nearly one-
third, Secretary Bodman recently requested authorization from
Congress to streamline the rulemaking process and allow the De-
partment to go to a direct final rule for certain products when a
clear consensus for a standard exists among manufacturers, effi-
ciency advocates, the Government and other stakeholders. So, we
look forward to working with the committee to have the Depart-
ment’s language considered and hopefully included in this legisla-
tion.

Title V of S. 1115 addresses the important issue of Federal en-
ergy management, and the Department supports the permanent
authorization of the Energy Savings Performance Contracts. Under
the leadership of Secretary Bodman, the Department is looking to
lead by example and revolutionize its approach to energy efficiency
in the Federal Government.

Our goal is to be the first agency to meet all of the targets in
President Bush’s Executive Order 13423, and to exceed the require-
ments in key areas of reducing energy consumption, greenhouse
gas emission, building efficiency, clean energy production, and use
in fleet management.

The Energy Savings Performance Contracts, together with the
Utility Energy Services Contracts, we feel, are essential for project
investment in the Federal sector. So, to strengthen these programs,
we’re working to transform our internal review process, simplify
contracts, remove barriers and impediments that delay investments
and serve as support, get more efficiency gains at accelerated rate,
and create replicable models.

The administration and the Department of Energy look forward
to working with this committee and the Congress on the Energy
Efficiency Promotion Act, as well as other related legislative pro-
posals that move us toward a secure energy future.

Mr. Chairman, that concludes my oral statement, and I would be
pleased to answer any questions that the committee may have.

[The prepared statement of Mr. Mizroch follows:]

PREPARED STATEMENT OF JOHN MIZROCH, PRINCIPAL DEPUTY ASSISTANT SECRETARY
FOR ENERGY EFFICIENCY AND RENEWABLE ENERGY, DEPARTMENT OF ENERGY

Mr. Chairman, Senator Domenici, and members of the Committee, thank you for
the opportunity to appear today and offer comments on S. 1115, the Energy Effi-
ciency Promotion Act of 2007. I will also present an overview of some of the larger
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efficiency efforts underway in the Office of Energy Efficiency and Renewable Energy
(EERE).

COMMENTS ON 8. 1115

The Administration has not had sufficient time to review or coordinate its inter-
agency review of S. 1115, introduced just one week ago today, and therefore does
not have a formal position on this legislation. There are many elements of the bill
that appear consistent with the Administration’s energy policy objectives, although
a number of provisions raise practical, budgetary, or other concerns. S. 1115 con-
tains language that appears to duplicate authorizations previously included in the
Energy Policy Act of 2005 (EPACT). It also would authorize several new financial
assistance programs. While such programs might help boost energy efficiency in cer-
tain sectors, their potential benefits are unlikely to be sufficient to justify their high
budget cost. However, the bill as a whole represents an important contribution to
the national discussion of how best to make our country more energy efficient.

Several of the efficiency standards proposed in this legislation are consistent with
the Department’s activities, and reflect consensus among efficiency advocates and
manufacturers. The bill also provides some useful new authorities, such as the au-
thorization for regional efficiency standards for space heating and cooling products,
that may provide opportunities for additional energy savings if the potential Federal
and State burdens related to monitoring and enforcement can be resolved. On the
issue of appliance standards, the Department is working aggressively to address the
backlog of rulemakings, and to that end, the Secretary sent proposed language to
Congress in February to help us expedite rulemakings where there is consensus on
a standard. EERE looks forward to working with this Committee to have that lan-
guage included in this legislation.

Title V of S. 1115 addresses the important issue of Federal energy management,
and the Department supports the permanent authorization of Energy Savings Per-
formance Contracts (ESPCs). ESPCs provide essential flexibility in leveraging lim-
ited Federal resources to achieve substantial efficiency gains. However, we believe
there are some aspects of the technical language that require further review and
discussion, and we look forward to continued discussion with you and your staff on
these and other issues.

I would now like to provide an update to the Committee on some of EERE’s
progress in the efficiency component of our portfolio. Our goal is to transform the
built environment in a manner that maximizes efficiency gains and delivers mean-
ingful benefits to consumers. Under the leadership of Secretary Bodman and Assist-
ant Secretary Karsner, we are revolutionizing our efficiency activities, placing in-
creased attention on Federal leadership in energy savings.

FEDERAL ENERGY MANAGEMENT

As is commonly cited, the Federal Government is the single largest consumer of
energy in the United States. Thus, as we look to putting our Federal house in order,
the potential for making a substantial contribution to becoming a more efficient na-
tion is real and considerable.

President Bush recognized the significance of this opportunity when in January
of this year he issued Executive Order 13423—Strengthening Federal Environ-
mental, Energy, and Transportation Management. This Order targets both improv-
ing energy efficiency and reducing greenhouse gas emissions with a comprehensive
approach for Federal facilities, alternative-fueled vehicles, product purchases, water
consumption, and renewable power. Federal facility reduction goals are scheduled
to increase by three percent each year through 2015, which, overall, is 10 percent
more than what was mandated in EPACT 2005. The President’s Order mandates
increased renewable energy consumption from new renewable sources and on-site
renewable energy generation.

As required by the Executive Order, each Federal agency must designate a senior
official to take responsibility for implementing its provisions, and EERE’s Assistant
Secretary Alexander Karsner is that officer for the Department of Energy. We are
taking the Executive Order as a challenge to transform the way that we at DOE
contract and manage our energy use. And it is not as if DOE is starting at the top
of the Federal heap. A recent study of energy intensity at 20 Federal departments
and agencies looked at the reduction in Btus per square foot in 2006, compared to
2003, and DOE ranked 12 out of 20. Our goal, however, is to be the first agency
to meet all of the President’s targets, and to exceed the requirements in key areas
of reduced energy consumption and greenhouse gas emissions, building efficiency,
clean energy production and use, and fleet management. Secretary Bodman believes
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that we must lead by example, and he is challenging the Department to accelerate
our energy efficiency efforts.

A key vehicle for reducing our energy consumption is the ESPC. This perform-
ance-based contracting tool, together with the Utility Energy Services Contracts, is
essential for project investment in the Federal sector. To strengthen these third-
party financing and investment programs, we are working to transform the internal
review process, simplify contracts, remove barriers and impediments that delay in-
vestments and service support, get more efficiency gains at an accelerated rate, and
create replicable models across government.

EFFICIENCY STANDARDS

Turning to a different area of DOE responsibility, I would like to give you an up-
date on the Department’s energy conservation standards program, a key vehicle for
national energy savings. Established Federal standards for appliances and other
equipment have made a significant contribution to energy efficiency. Federal resi-
dential energy efficiency standards that have gone into effect since 1988, or will
take effect by 2007, will save a cumulative total of 34 quadrillion Btus (quads) of
energy by the year 2020, and 54 quads by 2030. The estimated cumulative net

resent value of consumer benefits amounts to $93 billion by 2020 and grows to
§125 billion by 2030.1

However, as has been publicly stated, the Department has fallen behind in setting
and updating required standards. This is a challenging area of great complexity, but
the scale of potential energy savings for our Nation demands that we address it
with renewed commitment. Since arriving at the Department of Energy last March,
Assistant Secretary Karsner has made efficiency standards a top priority, as has
Secretary Bodman, who has overseen significant progress during his tenure.

The Department is committed to eliminating the backlog of rulemakings and
meeting all of its statutory requirements. On January 31, 2006, the Department
submitted a report to Congress on its standards activities, but most importantly,
with that report we submitted our action plan and schedule for rulemakings for the
next five years. Since committing to this schedule for the standards program, the
Department has met 100 percent of its targets. Including test procedure
rulemakings and codification of prescribed standards, we have completed eight
rulemakings since EPACT 2005 and made significant progress on others that were
underway prior to EPACT 2005. In 2006, we began standards rulemakings for 12
products. These accomplishments represent a pace substantially more aggressive
than at any prior time in our history. The final rules regarding energy conservation
standards for electric distribution transformers and residential furnaces and boilers
are on schedule and expected to be issued by September 30th of this year.

Success is coming through a variety of measures, from bundling similar products
together to move them collectively through the rulemaking process, to organizing
staff and contractors into seven technology teams to focus on similar areas and re-
questing increased budgetary support for the standards program.

Most recently, Secretary Bodman sent legislation to Congress requesting author-
ization that would significantly speed up the standards process and ultimately bring
more efficient products to market sooner. This fast-track legislative proposal would
streamline the rulemaking process and allow DOE to go to a Direct Final Rule for
certain products when a clear consensus for a standard exists among manufacturers,
efficiency advocates, the government, and other stakeholders. This process could
shorten the time to a completed standard by nearly one-third. More than 30 prod-
ucts could be included if the legislation is enacted, from a variety of home appli-
ances such as dishwashers to lighting, plumbing equipment, and industrial products
like commercial refrigerators and freezers. We look forward to working with Con-
gress on this proposal, along with other potential related legislative proposals.

The Office of Energy Efficiency and Renewable Energy manages a host of other
programs devoted to the research, development, and deployment of energy efficient
products and practices, from solid state lighting to plans for zero energy buildings.
Redesigning the energy fabric of our Nation will take the combined and dedicated
efforts of both the private and public sectors, at the State, local, and Federal levels.
This Administration, the Department of Energy, and most specifically, our office,
EERE, is eager to join with Congress to find the most effective paths to a more se-
cure energy future.

This concludes my prepared statement. I would be happy to answer any questions
the Committee members may have.

1Department of Energy, Report to Congress on Appliance Energy Efficiency Rulemakings, in-
cluding Battery Chargers and External Power Supplies, January 31, 2006.
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The CHAIRMAN. Thank you very much.

Let me ask about one of these standards, the furnace efficiency
standards.

Mr. MizrocH. Yes, sir.

The CHAIRMAN. Since the passage of EPAct 2005, DOE’s done a
good job of beginning to move the approval of these rulemakings
on appliance efficiency standards. One of the proposed standards
relating to residential furnaces is controversial, because it would
adopt an efficiency standard that many northern States believe is
too low for their climates. Some commentators have urged you to
set a separate efficiency standard for warm States, versus cold
States. The Department has said that it lacks authority to do that,
but has said, instead, that States could ask for waivers. And there
is authority to give waivers——

Mr. M1ZROCH. Yes, sir.

The CHAIRMAN [continuing]. As I understand it. Now——

Mr. MizROCH. Yes, sir.

The CHAIRMAN [continuing]. We have testimony, on the second
panel, from the Gas Appliance Manufacturing Association, strongly
opposed to the idea of regional standards. We have a provision in
S. 1115 authorizing DOE to set regional standards. What’s your
thought as to the appropriateness of us trying to legislate to give
you authority to set regional standards? Is that something that’s
important to do, or do you think we should back away and just
have you use your waiver authority?

Mr. MizrocH. I think we are generally in favor of having the re-
gional standards, but I think they need to be balanced very care-
fully with the ability to enforce those standards. We think that we
need to work closely with the stakeholders—in particular, with the
States—to make sure that, if there is such a standard, that it’s en-
forceable. I think that’s one of the big concerns that industry has
expressed, that, in their view, at least from the statement that I
read, that they don’t think it’s enforceable. So

The CHAIRMAN. Not enforceable, in what way? You mean some-
one might be selling something into a region that was not——

Mr. MizrocH. Part of that State standard, yes, sir.

The CHAIRMAN [continuing]. Part of that State standard? What
harm is done by that?

Mr. M1zroCH. The purpose of doing this is to achieve the largest
energy savings that are cost-effective in these States in the first
place; the northern States, for example, that we’re talking about.

The CHAIRMAN. Right.

Mr. M1zROCH. Those regulations, one presumes, would need to be
enforced to be effective, if you're going to achieve the savings that
you want to achieve.

The CHAIRMAN. So, you might not achieve as much with lax en-
forcement or——

Mr. Mi1zrocH. That’s correct.

The CHAIRMAN [continuing]. Or lack of enforcement as you would
with enforcement.

Mr. M1ZROCH. Yes, sir.

The CHAIRMAN. But you still would achieve some.

Mr. Mi1zrocCH. You certainly could achieve some, but I would just
suggest that our position is that we generally like the authority,
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but we want to be able to discuss with you what would be sufficient
to be able to enforce that authority; you know, working, in par-
ticular, with the States.

The CHAIRMAN. Okay.

Mr. MiZROCH. And, I might add, on the specific example that you
mentioned, the final rule on the furnaces will be ready by Sep-
tember 2007.

The CHAIRMAN. Okay. Let me ask about another item. As you
know, a number of EPAct 2005 provisions have not been funded.
I understand that you plan to fund the State Utility Efficiency
Pilot Programs that were authorized in section 140 of EPAct 2005.
Could you elaborate a little bit on that program, and tell us wheth-
er you seek to include a program that requires a utility to reduce
its energy use by a certain percentage over 10 years? As you know,
we’ve been urged, here on this committee, to do something in the
nature of an Energy Efficiency Resource Standard. Is this some-
thing that you’re getting done as part of this section 1407

Mr. MizrocH. We have suggested, in our spend plan for 2007, to
spend $5 million on section 140 in 2007. I think the answer is that
we think that this is a start, and that we hope that it'll be effec-
tive. We're going to try to collaborate very closely with the stake-
holders in this area. This is one of several areas where we’re going
to be collaborating with States and stakeholders to promote energy
efficiency.

The CHAIRMAN. Okay. All right. My time is up. Let me go ahead
and call on—Senator Thomas is next.

Senator THOMAS. Well, thank you, Mr. Chairman. I appreciate
what you and the ranking member have done on this bill.

I have some questions, but I'll submit some of those for the
record.

I'm a little concerned that apparently we’re going to consider a
bill that’s been fairly hastily drafted, and I wonder—I'm going to
ask when we'’re going to be able to see the bills, and how much
time we’re going to have for the opportunity to consider amend-
ments and those kinds of things. We've talked about, over the last
several months, environmental performance, and we've talked
about efficiency and so on, but one of the things that I think we
haven’t talked about as much as we should is: how are we going
to provide affordable energy for consumers as we move toward
these things? All these things are going to happen over time, but,
in the meantime, we're going to have to have energy and so on. So,
I hope that we can focus on the opportunities to increase energy
production and be able to do some of those things.

So, I'll ask the chairman about bills, and so on, a little later. But
Mr. Mizroch, section 503 allows for the Federal Government to sell
power back to the grid.

Mr. MizrROCH. Yes, sir.

Senator THOMAS. I'm concerned about that scenario. What does
it establish for the Government to be competing with the private
sector? How does that work?

Mr. MizrocCH. I think the thought behind this is not that we’re
going to compete with the private sector, but we’re going to pro-
mote the expanded use of green power. One of the important objec-
tives is to enable the agencies to use the ESPC to expand a genera-
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tion of renewable power on Federal lands. I don’t think it’s our in-
tention at all to try to compete with the State-governed utilities or
the private sector on this.

Senator THOMAS. So, you wouldn’t be in the market, and you
wouldn’t be subject to State and local electric laws and rules.

Mr. MizrocH. I think when we look at all of our power pur-
chasing agreements now, we assume that we are subject to those
rules, Senator. I would have to check with our Office of Electricity
Delivery and Energy Reliability—and our general counsel—to get
a broader answer, but I would say, right now, that it’s not our in-
tention to be outside of those rules, at least not ours.

Senator THOMAS. Does this provision, the way it’s written, leave
the door open for the Defense Department to operate a power gen-
eration facility on a military base?

Mr. MizrocH. I think they have that authority already, Senator,
if 'm not mistaken. I could be wrong, but I think they have dif-
ferent legislation. They have some sort of legislation that allows
them to do that. I know that they’re looking at assured sources of
energy. Under what we’re talking about, I don’t know exactly how
this would affect the Department of Defense.

Senator THOMAS. Is there guidance as to what can be paid from
the proceeds and how these facilities can and should be regulated
by the environment and other requirements?

Mr. MizrocH. Well, the regulation would fall under existing reg-
ulation. Any sort of power facility would have to comply with all
State, local, and Federal environmental regulations, to begin with.
So, we're not talking about putting anything up that couldn’t be,
or wouldn’t be, done commercially and under the same restrictions.

Senator THOMAS. Okay. Okay.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Sanders.

Senator SANDERS. Thank you very much, Mr. Chairman. Thank
you and Mr. Domenici for your work in writing this bill. We appre-
ciate working with you on some important provisions, and I intend
to be a sponsor of the bill, and we think it’s a very good start.

Mr. Secretary, thank you very much for being with us today.

Mr. Secretary, let me begin by asking you, as a representative
of the administration, some kind of broad questions, and then I
want to get to a little bit more specificity.

I?i 1‘;5 the administration’s position that global warming is man-
made?

Mr. MizrRoCH. My understanding is, Senator, that we have ac-
knowledged climate change as a problem, and we are working

Senator SANDERS. You have acknowledged climate change as a
problem.

Mr. M1zROCH. Yes, sir, and we’re working:

Senator SANDERS. Well, I'm really glad to hear that, sir.

Mr. MizrocH. We're working, in my view, to do something about
it.

Senator SANDERS. Mr. Secretary, when you say that the adminis-
tration has recognized climate change as a problem, we have heard
testimony from scientists who say that there are major cataclysmic
changes taking place right now, and that if we do not move forward
within the next 10 years, there are going to be irreversible changes
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that will impact billions of people. I am glad that the administra-
tion understands that we have a problem. That’s a good start.

Let me ask you this. Wal-Mart, which is not generally noted as
one of the more progressive corporations in America

Senator DOMENICI. Who is that, sir?

Senator SANDERS. Wal-Mart.

Senator DOMENICI. You said they were——

Senator SANDERS. Are not usually regarded as one of the more
progressive corporations in the country.

Senator DOMENICI. Well, you know, Mr. Chairman, I just wanted
to ask—you will tell me if it’s inappropriate, but I just wonder if
the questions could have been asked in what seems to be going for-
ward now from Senators are relevant, have anything to do with the
issues we've

Senator SANDERS. I think they do.

Senator DOMENICI. Do we want to get right down to this bill, or
do we want to have a question-and-answer about global warming
from a——

Senator SANDERS. Well, I think it’s important to understand how
strong the commitment of the administration will be, and I'm going
to ask some specific questions, and I wanted to mention that Wal-
Mart itself intends to increase fuel efficiency in their own truck
fleet by 25 percent over a 3-year period, and doubling it within 10
years.

Can you give us an idea, Mr. Secretary, what the administration
plans on doing with our Federal truck fleet and car fleet? There is,
many people believe, enormous potential to make our trucks and
cars much more energy efficient. Again, Wal-Mart is looking at a
25 percent improvement over 3 years, and doubling that within 10
years. What is the administration’s commitment, in terms of our
Federal fleet?

Mr. MizrocH. Well, Senator, before the executive order was
issued by the President, January 24, there was already a signifi-
cant commitment, which is even more significant now. In that exec-
utive order, I think many of the provisions are mirrored in the leg-
islation that you have here. They’re really quite extraordinary.
We'’re proposing 3 percent a year, for a total of 30 percent in 10
years. It’s quite

Senator SANDERS. Well, is——

Mr. MIZROCH [continuing]. Breathtaking. In order to get there,
Senator——

Senator SANDERS. Thirty percent in 10 years is, you think,
breathtaking. That’s for fuel efficiency in

Mr. MiZRoOcH. It’s not just efficiency, it includes renewable en-
ergy and includes our fleets. I would be, actually, more than happy
to provide you with

Senator SANDERS. I would like to see

Mr. M1ZROCH [continuing]. A number of areas, both on fleets, on
vehicles—it’s quite an extensive effort that we’ve undertaken for
biofuels, batteries, lightweighting of vehicles, and things that I be-
lloieve will have a major contribution, not just in this country,

ut

Senator SANDERS. Some of us would like to see the Federal Gov-
ernment becoming a model for what our country should be doing.
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Mr. MizrocH. Yes, sir.

Senator SANDERS. It would be important, it seems to me, to move
a lot more aggressively than what you are suggesting, because
we’re seeing many corporations already doing that. Can you tell
me, for example, how many hybrids, what percentage of fuel effi-
cient hybrids the Federal Government plans on purchasing or uti-
lizing?

Mr. MizrocH. I will send you the specific numbers.

[The information follows:]

In Fiscal Year (FY) 2006, the Federal fleet included 866 hybrid vehicles, which
comprised less than 0.2 percent of the total Federal fleet inventory. The Federal

fleet plans to acquire 379 hybrids in FY 2007, 371 in FY 2008 and 408 in FY 2009.
These acquisitions will comprise less than 1 percent of the acquisitions each year.

Mr. MizroCH. They’re actually quite extensive. It’s a mix, not
just of hybrids, Senator, but it'll be flex-fuel vehicles, hybrids, and
we’re actually moving, in some instances, to see if we can get ap-
proval for electric vehicles. There are actual electric vehicles that
could replace some of the

Senator SANDERS. That’s right.

Mr. MiZROCH [continuing]. Conventional fuel vehicles that we
have already. I'm not just saying this, but I think we’re moving—
it is the desire of the Secretary and of the Assistant Secretary to
move very expeditiously and significantly in these areas, and——

Senator SANDERS. Well, I thank you. I think my time is expired.
I would just suggest that some of us are not skeptics. Some of us
believe that this planet and this country face a major crisis. Some
of us want to see our Federal Government leading the country, and
leading the world, in a new direction. So, we would hope that we
would have your support for that effort.

Thank you very much, Mr. Secretary.

Mr. Mi1ZrocH. Thank you.

The CHAIRMAN. Thank you very much.

Senator Domenici. And then Senator Murkowski—why don’t you
go ahead?

Senator MURKOWSKI. All right, thank you, Mr. Chairman. Thank
you, Senator Domenici.

I think that this is important legislation, and I appreciate both
of you gentlemen taking a leadership role in this. I want you to
know that, after our press conference on this legislation last week,
I went downstairs and found the guy who’s in charge of all the
light bulbs for this building, and my office is getting converted
over. So, it can be done, a little bit at a time.

I wanted to ask you, Mr. Secretary, a question about the pre-
emption issue. There is a provision—this is under section 205 of
the legislation—that clarifies the intent, which is that the Federal
pre-emption does not apply to products for which there are interim
standards. I have heard that from folks who appear concerned
about the effect of potentially allowing the States to take over the
setting of efficiency standards, whether they’re those that manufac-
ture televisions or appliance manufacturers. They’re concerned
about different standards. You spoke to this very briefly in your
first response to Senator Bingaman. Can you just speak a little bit
more about this issue? Because I think this is one that we’re really
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going to be focusing on, perhaps struggling with, as we try to reck-
on with regional standards and the whole pre-emption issue.

Mr. Mi1zrocH. This is a very important issue that you’ve brought
up, and one that we welcome a continued dialog with the com-
mittee on.

The Federal pre-emption of State standards was a key motiva-
tion for the establishment of the national standards program in the
1970’s and the 1980’s. Quite frankly, we think it remains vital for
the future of the program. We welcome the bill’s attempt to clarify
the provision of the existing statute. We think it’s essential that
Federal pre-emption continue in those areas where national min-
imum standards are in place, or where the Department of Energy
has concluded, based on the public rulemaking process, that no
standard is warranted. So, I believe that we are having a dialog
with the committee on that, and would certainly like to continue
to do so as this bill goes through process.

We do think Federal pre-emption, in most cases—perhaps not
every one—is important and warranted.

Senator MURKOWSKI. But it sounds, at this point, that you would
acknowledge this is one of these areas where we’re going to have
continuing discussion, as we try to work this through.

Mr. MIZROCH. Yes, ma’am.

Senator MURKOWSKI. Tell me whether or not we have any stand-
ards—modern standards or current standards in place to govern
testing, whether we’re talking about televisions here or computer
screens. You know, when you think about all of the electronics that
are out there today, and the ones that, 3 years ago, we didn’t even
imagine were going to be out there—I've got teenage boys, and I'm
seeing everything new that’s coming out on the market. How do we
provide for these mandatory labels that we reference in section
206? How do we develop the standards on this emerging tech-
nology, so that we know that the standards are in place? We don’t
want to do anything that’s going to hinder the development or ad-
vances in the technology. How do you make this work?

Mr. MizrocH. Well, again, you've brought up another good point.
We have test procedures, but they need updating, and they need
updating across the board.

Senator MURKOWSKI [continuing]. How outdated are they cur-
rently?

Mr. MizrocH. Well, the technology continues to race ahead of us.
Plasma TVs are a great example, because they have been largely
unrated for energy efficiency, and they are huge energy users. Now
they’ve proliferated into the marketplace in a really short amount
of time. So, I would just say they need updating, and we need to
be constantly working on new technology as it comes onboard.

Senator MURKOWSKI. Well, let me ask you, then——

Mr. MI1ZROCH. Yes.

Senator MURKOWSKI [continuing]. Let’s leave plasma-screen TVs
aside for a moment. You take a refrigerator or an appliance, I
guess, a regular TV—although it’s tough to call a TV regular any-
more; it’s like calling a cup of coffee regular.

[Laughter.]

Senator MURKOWSKI. Are there standards that are current?

Mr. M1ZROCH. Yes, ma’am.
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Senator MURKOWSKI. Okay.

Mr. MizrocH. Refrigerators have actually been one of the huge
success stories, because we've reduced energy consumption by two-
tllllirds while improving the refrigerator itself. So, that’s actu-
ally

Senator MURKOWSKI. Right. I'm just wondering how difficult
it’s—

Mr. MI1ZROCH [continuing]. Been one of our great successes.

Senator MURKOWSKI [continuing]. Going to be for you to imple-
ment what we are suggesting here with the energy efficiency la-
bels. We want to make sure that when a label goes on, it’s a cur-
rent label, and that it has some meaning to today.

Mr. MizrocH. We are in favor of the labeling provision, gen-
erally, and I think that we just want to continue to talk with the
committee about the length of time that it may take to do the prop-
er work to make sure that the labeling that we’re going to pro-
vide—that FTC’s going to provide—is going to be effective.

Senator MURKOWSKI. Thanks.

Thanks, Mr. Chairman.

The CHAIRMAN. Thank you.

Senator Domenici, did you have any questions of this witness?

Senator DOMENICI. No, I don’t. I just want to, maybe, ask this
one.

Since the passage of the Energy Policy Act, a year and a half
ago——

Mr. MizrROCH. Yes, sir.

Senator DOMENICI [continuing]. Which had a lot of—to be honest,
had a lot of this in it, telling you all to get with it and do some
of these things

Mr. M1ZROCH. Yes, sir.

Senator DOMENICI [continuing]. I'm not here, complaining, al-
though I would tell you that the fact that it has been so hard for
you to get things done leads me to a question that just reeks for
an answer, and that is: are we going to be able to enforce, in
broadbased standards, what we are talking about here? What is
your gut as to how that’s going to work, or what we’re going to
need to do to make it work? To me, it seems to be an enormous
management job, a huge job of cooperation, and many other quali-
ﬁ};ers?that I could think of in a few moments. How do you assess
that?

Mr. MizrocH. Well, Senator, the area of energy efficiency and
the areas included in this bill are very broad. I mean, they include
appliances and vehicles and Federal energy management through
ESCOs. So, the topic itself is an enormous one.

I would suggest to you that a leadership team is in place now
that is going to work very hard to implement the provisions of the
EPAct, and new legislation that may arise, as well. It is daunting,
but it seems to me that the country—that Americans, in general,
are acknowledging energy efficiency as something important, and
I think if we work together, it'll happen. I don’t think the Depart-
ment of Energy, by itself, is going to make things happen, but I
think if all of us work on this, it will happen.

Senator DOMENICI. Well, that’s exactly the way I feel. I think
we’ve got to do it, but we have to have enough, not only gumption,




14

but enthusiasm, behind it that we will get it done. It won’t be you
all, but it’ll be you all, because the Department—because Congress
wants it done and we aren’t arguing and fighting, we'’re all trying
to do something.

So, I thank you very much for what you're doing, and hope that
we can get some reports from you. The work you've already done
is on the law that we passed. Is that not right? You're doing work
on the year-and-a-half-old

Mr. M1ZROCH. Yes, sir, absolutely.

Senator DOMENICI. Is there something you could give us to show
that work is being done under that bill, that we might feel a little
more comfortable that things are achievable and being done?

Mr. MizrocH. Well, Senator, I think there actually are reports
that we’re required to deliver to you, but I will most certainly send
you over, where we are in the process, and

Senator DOMENICI. Will you?

Mr. MIZROCH [continuing]. The things that are coming up. Yes,
S1r.

[The information follows:]

The Department is working aggressively to implement the Energy Policy Act of
2005 (EPACT). To date we have been working at a fast and serious pace to complete
the 155 sections assigned to EERE and have completed over one-third of them as
of May 27th, 2007. EERE also continues to expeditiously address the backlog of ap-
pliance standards, in addition to those established in EPACT. Some selected exam-
ples of EPACT authorized activities that EERE has requested initial or continued
funding for in FY 2008 and merit mention are: the selection of six cost-shared cel-
lulosic ethanol biorefinery demonstration projects to be funded up to $385 million
as directed in Section 932; the establishment of new EnergyStar® qualification lev-
els for clothes washers as directed in EPACT Section 131; the issuance of grants
to establish Advanced Energy Efficiency Technology Transfer Centers as directed in
EPACT Section 917; reporting on the establishment of a program to inform the pub-
lic on various aspects of energy efficiency as directed in Section 134; developing the
next generation of low-emission, high efficiency diesel engine technologies as di-
rected in Section 754; providing financial assistance to states to carry out energy
efficiency pilot programs; leading the Next Generation Lighting Initiative as di-
rected in Section 912; and requests for the establishment of a loan guarantee office

to allow the Department to issue loan guarantees for early commercial projects that
employ advanced technologies such as those listed in Title XVII of EPACT 2005.

Senator DOMENICI. We appreciate it. Thank you very much.

Mr. MizrocH. Thank you.

Senator DoMENICI. Thank you, Mr. Chairman.

The CHAIRMAN. Well, thank you. Oh, Senator Lincoln, didn’t see
you come in. Go right ahead.

Senator LINCOLN. Thank you, Mr. Chairman. I'll be brief. I know
the Secretary has a busy schedule, but we’re pleased that you're
here.

As you know, in the 1992 energy bill, we established Federal and
State fleet requirements to reduce our dependence on foreign oil.
Of course, biodiesel can only be 50 percent of that Federal fleet re-
quirement, despite the fact that most of our heavy-duty vehicles
are diesel vehicles, which could easily run on biodiesel, probably
more easily, until we get the technology for the design of a renew-
able diesel from other sources. Do you think it’s still a good policy
to allow biodiesel to account for only 50 percent of that require-
ment? How soon do you think that people might be running up
against a wall on that?
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The second question would be: how much do you assist, from the
Department of Energy, other agencies in this country, in trying to
meet requirements, or to do a better job in setting an example, as
the ?Federal Government should be, in terms of energy conserva-
tion?

Mr. MizrROCH. Senator, if I could answer the second question
first, the executive order is actually quite sweeping, the one that
the President issued on January 24, I believe it was, the day after
the State of the Union, and our Federal Energy Management Pro-
gram collaborated very closely with the CEQ and the White House
on that. I think that it specifically requires the Federal agencies to
pay very close attention to this. So, I think the answer is that we
will be collaborating very closely with other Federal agencies in
trying to promote all of these new ideas, both in energy efficiency,
renewable energy purchase, and the other things that we’re going
to be doing, which includes fleets, as well.

So, while we think that the FEMP program has been doing okay,
perhaps not as well as it could, we expect considerably more activ-
ity through that program. I think some of the provisions in the leg-
islation that you've proposed to reauthorize—to, sort of, perma-
nently authorize that—will help us, as well.

But I think the answer is that with this executive order, we’re
going to be doing considerably more. It’s very, very ambitious. It’s
going to be quite a challenge to meet, but we’re going to take it up.

On your first question about biodiesel, I will answer that broadly,
and probably have to get back to you on a more specific answer.

But the Department itself is doing work, as I'm sure you're
aware, principally on cellulosic ethanol development. Biodiesel is
much more of a conventional product, the same way that ethanol
produced from corn is a conventional product. The work that we’re
doing in biodiesel now is collaborating with ASTM and private-sec-
tor 1I%egulatory groups to develop codes and standards for the fuel
itself.

In terms of the requirement for the fleet, I think your question
is more about a production—or is it about a production

Senator LINCOLN. Well, unless we’re prepared to replace a com-
bustible diesel engine fleet immediately, my question is: is 50 per-
cent as a part of that requirement, enough to meet the needs that
we're going to have, not only now, but in the future, with combus-
tible diesel engines, which are the majority of our heavy-duty
equipment?

Mr. MI1ZROCH. It would probably be better for me to get back to
you with a specific answer on that question, so that I don’t
misspeak on it.

[The information follows:]

The Energy Conservation Reauthorization Act of 1998 (ECRA) amended the En-
ergy Policy Act of 1992’s (EPACT) requirements for Federal alternative fuel vehicle
(AFV) purchases to allow Federal fleets to generate one AFV acquisition credit for
every 450 gallons of pure biodiesel (B100, equivalent to 2,250 gallons of B20) pur-
chased for use in diesel vehicles more than 8,500 lb gross vehicle weight rating
(GVWR) (42 USC 13220). To receive credit for an AFV acquisition, the biodiesel
must be neat (B100) or in blends that contain by volume at least 20 percent bio-
diesel (B20). Federal fleets are allowed to use these credits only to fulfill up to 50
percent of their EPACT AFV purchase requirements. These credits can be claimed

only in the year in which the fuel is purchased for use, and they cannot be traded
among fleets.
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Although biodiesel use is limited in terms of obtaining EPACT credits, its use was
not limited under Executive Order (E.O.) 13149, “Greening the Government
Through Federal Fleet and Transportation Efficiency,” which required Federal fleets
to meet the petroleum reduction goals. 65 FR 24607 (April 21, 2000). Nor is bio-
diesel limited under E.O. 13423, “Strengthening Federal Environmental, Energy,
and Transportation Management,” for meeting either the petroleum reduction or al-
ternative fuel use goals. 72 FR 3919 (January 24, 2007). Furthermore, this cap has
not been a hindrance to biodiesel use as no individual agency as of Fiscal Year 2006
has used enough biodiesel to reach the 50 percent limit.

Senator LINCOLN. Great. Well, I'll look forward to visiting with
you and certainly moving forward on that issue, because there’s
a—

Mr. Mi1zrocH. Okay.

Senator LINCOLN [continuing]. Tremendous need to be met. I'd
just remind you that there were some directives, in the 2002 farm
bill, for energy conservation initiatives from the agencies, which—
hopefully, the executive order will push people a little bit harder.
But there were some directives there, which I don’t think we got
much results out of.

Mr. Mi1zrocH. Okay.

Senator LINCOLN [continuing]. But we'll keep pushing.

Thank you, Mr. Secretary.

Mr. MiZROCH. Thank you, Senator.

The CHAIRMAN. Thank you very much.

We have a second panel. Unless members have any burning
questions. Senator Sanders, did you have

Senator SANDERS. A very brief question.

The CHAIRMAN. Yes.

Senator SANDERS. Mr. Secretary, my understanding is that Aus-
tralia, and, I believe, Ontario, intend to ban incandescent light
bulbs. What do you think about that?

Mr. MizrROCH. I'm aware of discussions going on within the in-
dustry itself as to whether they, themselves, want to consider a
ban on incandescent bulbs, or consider, in the alternative, making
them extremely more efficient. I know that one of the manufactur-
ers has done that already. So, there could be an efficiency stand-
ard, rather than an outright ban, on incandescents. We're moving
ahead, both on the CFLs, to make the light spectrum better. They
improve every year. That’s one of the big consumer concerns, vis-
a-vis incandescent, is how good the light is, the spectrum.

Senator SANDERS. What about LEDs?

Mr. MiZROCH. It’s a transformational technology that the Depart-
ment continues to work on. We see that as being one of the most
significant technology developments in decades, or more. The De-
partment’s doing a lot of work in this area, and I would just sug-
gest to you that it’s a very dynamic area that the market, in part,
is going to control, not just the Federal Government. But we’re
working very closely with industry on all three of the—particularly
on the CFLs and LEDs, but I would just suggest to you that the
Federal Government doesn’t want to make a decision on banning
incandescents right now. I don’t think that’s in our purview, just
yet.

Senator SANDERS. Thank you.

The CHAIRMAN. All right. If there are no other burning ques-
tions—Senator Thomas, did you have a burning question here?
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Senator THOMAS. No, sir, I'm in the dark about that.

[Laughter.]

The CHAIRMAN. All right.

Why don’t we thank this

Senator SANDERS. Thank you.

The CHAIRMAN [continuing]. Witness and ask the second panel to
please come forward. I'll introduce them as they’re coming forward.

As Senator Domenici said, our leadoff witness is Mayor Martin
Chavez, from Albuquerque, who is here testifying on behalf of the
U.S. Conference of Mayors. We very much appreciate him being
here. He has been a leader in New Mexico on this whole set of
issues of energy efficiency, and not just a leader in our State, but
nationwide, as well.

I am advised that the next witness is Mr. Jim Kerr, who is the
commissioner with the North Carolina Utilities Commission, and is
president of NARUC, the National Association of Regulatory Utility
Commissioners. We appreciate him being here.

Alicia Collier is next. She is the director of the Global Energy
Policy for Honeywell Building Solutions—Honeywell International,
and speaking on behalf of the Federal Performance Contracting Co-
alition.

Mr. Schjerven, who is the chief executive officer emeritus with
Lennox International, speaking on behalf of the Gas Appliance
Manufacturers Association, thank you for being here.

Bill Prindle is the acting executive director for the American
Council for an Energy Efficient Economy. Thank you for being
here.

Kyle Pitsor is the vice president of government relations with the
National Electrical Manufacturers Association.

So, we have a very distinguished group of presenters here, and
we look forward to each of you giving your testimony. We will in-
clude your full testimony in the record. If you would give us about
5 or 6 minutes of summary of your testimony, and then we’ll have
some questions.

Why don’t we start with Mayor Chavez. Thank you, again, for
being here.

Senator DOMENICI. Mr. Chairman.

The CHAIRMAN. Yes.

Senator DOMENICI. Mr. Chairman, before we start with the
Mayor, I wonder if I might explain to the panel, and to him, that
it is time to be on the floor for the competitiveness bill, and I'm
going to go and see if I can finish, and come back and close up with
you. But I do appreciate all of you. It’s a terrific panel. If we can
just get our work done in comparison to what you all stand for,
we’ll be in good shape.

Mayor, we truly thank you for your special effort to help us
today.

Thank you all very much.

The CHAIRMAN. Thanks.

Mayor Chavez, go right ahead.
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STATEMENT OF MARTIN J. CHAVEZ, U.S. CONFERENCE OF
MAYORS AND MAYOR, ALBUQUERQUE, NM

Mr. CHAVEZ. Thank you, Mr. Chairman and members of the com-
mittee, and Senator Domenici, as well. I'm fully cognizant of the
obligation of voting. My best job in my entire life was running the
elevators up here, in law school.

[Laughter.]

Mr. CHAVEZ. And may end up, yet again, if you still had them,
in that position.

[Laughter.]

Mr. CHAVEZ. I'm speaking, today, on behalf of the United States
Conference of Mayors. I want to applaud the committee for this ini-
tiative. It’s a perfect fit with the 10-point plan of the National Con-
ference of Mayors that we approved in our last meeting here in
Washington, “Strong cities, strong families, for a Strong America,”
and particularly endorsed by our national president, Trenton, New
Jersey mayor, Douglas Palmer.

I want to briefly talk about some of the broader perspectives on
this, because, as you know, America’s mayors have helped lead the
fight, if you will, to combat climate change. In particular, the En-
ergy and Environment Block Grant Initiative speaks to what we're
trying to do. I do want to thank Senators Menendez—and I know
the Senator is not here—and Senator Sanders, for your assistance
on this. Of course I have got to suck up to my—Senator Bingaman
at every

[Laughter.]

Mr. CHAVEZ [continuing]. Every possible point through the testi-
mony.

Back in 2005, at our annual meeting, Mayor Greg Nickles, the
mayor from Seattle, started the initiative to have America’s mayors
sign onto the Kyoto Protocol. We are close to 500 mayors, now hav-
ing signed on. Of course, that calls for a reduction in greenhouse
emissions 7 percent below 1990 levels by the year 2012. I am
pleased to report to you that Albuquerque’s emissions are down 63
percent, substantially below the Kyoto Protocol, and we’ve done it
through a number of initiatives that we’ve had the capacity to do,
because we have essentially taxed ourselves, but that other com-
munities don’t have that benefit to do. That’s why this particular
portion of S. 1115 is so very, very important.

In terms of new energy supply, we learned a long time ago—and
I think the Senate is cognizant of this—that the cheapest form of
new product is conservation. It is certainly the most cost-effective.
In Albuquerque, when I first took office a long time ago, we found
out that we were facing a substantial shortage of water, and under-
took a massive water conservation program, reducing our water
use by one-third, while we added new accounts to our rapidly grow-
ing city by a full third. We were recently recognized, in London in
November, by the World Leadership Forum, winning the World
Leadership Awards on Utilities and Water Conservation. Energy is
no different. Again, that is why this legislation is of critical impor-
tance to America’s mayors.

Whether it be LED light conversion—which in Albuquerque, we
take 3 percent of all of our capital moneys—we set them aside spe-
cifically for energy programs, and that allowed us to invest in LED




19

light conversion. It costs a little bit more up front, but you save,
down the road. But, many, many communities, and particularly the
smaller communities and the counties that would be the object of
the energy—of this bill—don’t have the wherewithal to do that.
This is a perfect fit for those communities.

I want to share with you the preliminary survey results of the
cities of the mayors that have signed on to the Kyoto Protocol.
Whether it be Kyoto or anything else, we know these are just start-
ing points. This is, I think, the most significant part of this legisla-
tion; it’s a first step, and it’s a dramatic first step. We won’t get
where we need to go unless we have legislation of this nature.

So, here are what America’s mayors have said they would use
these funds for:

One, formulate and enforce new building codes that encourage
energy efficiency. We know the building codes are uniquely local in
nature, but they are also very difficult to draft and do in a way
that’s business-friendly, that doesn’t disrupt your economy, but also
gives you the savings on carbon emissions.

Retrofit existing buildings to improve the carbon footprint.

Upgrade vehicle fleets.

Increase use of hybrids and clean alternative fuels. Albuquerque
today has—43 percent of our fleet is alternative. I listened, for 2
years, to my experts tell me why it couldn’t be done, and why that
couldn’t be done. I finally did it by executive order, the first Amer-
ican city to do so. Lo and behold, 6 months later they've got all
types of solutions to the challenge. I think that’s really a good part
of this legislation. It just says, “Look, let’s do this, let’s get onboard
and do the right thing.”

Outreach to business communities to ramp up energy efficiency
programs.

Purchase and produce clean alternative energy.

Improve public transportation infrastructure—critical to address-
ing climate change.

Expansion of car-sharing into residential neighborhoods.

Development of solar water and electric programs to provide
lower-cost financing.

Promotion and education to the public and developers.

Development of climate action plans that undertake baseline
greenhouse emissions assessments. This is something that’s essen-
tial if you're going to have a thoughtful program. You have to have
baselines as to what your carbon footprint is so that the initiatives
are thoughtful.

As T've said, many of America’s cities have already undertaken
this challenge, but we desperately need the Federal partnership.
Some things are uniquely local, but the production of energy, for
example, really begs of Federal regulation and involvement.

So, on behalf of America’s mayors, we strongly endorse the En-
ergy and Environmental Block Grant set forth in section 605 of this
legislation. Then, I want to, on behalf of America’s mayors, pledge
our continued partnership with the Congress and with the Federal
Government. We can only go so far on our own; but we can go all
the way, with your assistance.

In closing, I was honored to be the only American mayor invited
to the International Conference on Climate Change hosted by
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President Jacques Chirac. It was fascinating to have these dele-
gates from all over the world on this tremendous challenge. You
may not be surprised to hear that we’re not exactly the world dar-
lings on this issue right now in the global community, but they are
looking to the United States for the leadership in the development
of the technology and the savings. Yet today, they are looking to
us, from all over the world. So, we have not lost all opportunity.
We have a tremendous opportunity to still lead the world on this
issue.

Again, Mr. Chairman, thank you for your leadership. Members
of the committee, thanks so much. At the appropriate time, I'm
happy to take questions.

[The prepared statement of Mr. Chavez follows:]

PREPARED STATEMENT OF MARTIN J. CHAVEZ, U.S. CONFERENCE OF MAYORS, AND
MAYOR, ALBUQUERQUE, NEW MEXICO

Mr. Chairman, Senator Domenici, and Members of the Committee, thank you for
this opportunity to appear before you today on the critical issue of promoting great-
er energy efficiency in our nation, its states and local governments.

I appear today on behalf of The United States Conference of Mayors. On behalf
of the nation’s mayors, I want to commend this Committee for moving forward with
S. 1115, especially provisions of the legislation which seek to further empower the
efforts of local government officials and state leaders through the establishment of
a new Energy and Environment Block Grant initiative. Mr. Chairman and Members
of the Committee, enactment of a block grant program to support local and state
energy efficiency initiatives is mayors’ top legislative priority, as set forth in the
Mayors’ 10-Point Plan: Strong Cities, Strong Families for a Strong America, as set
forth by Conference President and Trenton Mayor Douglas Palmer. As such, this ini-
tiative is strongly supported by mayors throughout the nation.

First, let me share some broader perspectives on the legislation before you today.
We believe the legislation begins to chart a new direction for federal energy policy.
It addresses the many challenges before us by embracing new policies and incen-
tives for key energy sectors and governmental leaders at every level. We are espe-
cially supportive of the bill’s emphasis on higher efficiency standards for a variety
of important equipment and technologies, expanded research efforts, and new en-
ergy efficiency and reduction goals.

And, the emphasis on state public utility commissions to ensure that they play
a stronger role in advancing local and statewide energy efficiency efforts is impor-
tant to our longer-term efforts to increase energy efficiency and reduce our nation’s
overall energy use. Finally, it is bipartisan, which is how we believe the nation will
be successful in addressing the monumental challenges before us in this area.

RECORD OF ACTION BY MAYORS

The nation’s mayors have been on the forefront of promoting energy efficiency out
of our desire, which we know this Committee shares, to become more energy inde-
pendent and reduce harmful emissions from our communities and regions.

In 2005, at our annual meeting in Chicago, IL, led by Mayor Greg Nickles of Se-
attle, The U.S. Conference of Mayors passed a comprehensive climate protection pol-
icy and encouraged mayors to sign the Mayors Climate Protection Agreement. At
that meeting, 141 mayors pledged to begin the process of reducing greenhouse gas
emissions and promoting green energy efficiency. Today, I am pleased to announce
that more than 460 mayors have signed on to this Agreement, pledging local actions
to reduce carbon dioxide emissions by seven percent below 1990 levels by 2012.
Some cities are on their way to achieving this goal, but most of them will need addi-
tional help in reaching this milestone.

Also, at the Conference, we have adopted a goal with the American Institute of
Architects to make all new buildings carbon neutral by 2030. This 2030 Challenge
is our way of trying to create momentum and policy consensus on where we must
go with the nation’s building sector over the next generation.

Mr. Chairman, earlier this month, Newsweek recognized the important role may-
ors, cities and local governments play in responding to the challenges of addressing
climate change, energy efficiency and energy independence (“Mayors Take the Lead”
16 April 2007).
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Let me cite some of the efforts now underway in the City of Albuquerque. We are
doing everything in our power to protect and preserve our natural environment, un-
derstanding we have a responsibility to make wise choices in determining the legacy
that will be shared by future generations. Albuquerque has a history of dem-
onstrating environmental responsibility and sustainability. It was an alarming dis-
covery back in the early 1990’s that our aquifer was not limitless, prompting one
of the nation’s most ambitious and successful water conservation programs as well
as the biggest public works projects in the City’s history—the San Juan Chama sur-
face water diversion project. That forethought and innovative leadership has as-
sured Albuquerque has a sustainable water supply now and for future generations.

In terms of renewable energy and energy conservation, more than 15% of the
power used by municipal government comes from wind. We use solar thermal and
photovoltaic panels for heating and pumping water at City pools. Traffic signals
have been converted to energy efficient LED’s and an aggressive lighting retrofit
program is reducing the energy used in our facilities. More than 40% of the City’s
fleet is run on alternative fuels and all new vehicle acquisitions will be fueled with
renewable alternative fuels. We harvest landfill gas to fuel a micro turbine that gen-
erates electricity to support the gas collection system and for ground water remedi-
ation, excess power sold back to the grid.

Other City initiatives include expanding the use of photovoltaic and thermal solar
technology on city facilities; the application of Leadership in Energy and Environ-
mental Design (LEED) and 2030 standards to building codes; expanding recycling,
targeting zero landfill and expansion of our multi-modal transit system. These ini-
tiatives represent but a few of the steps on the way to a sustainable environment.
As I talk to my constituents, they want action that provides them the opportunity
to live the American life, with all its opportunity, while at the same time preserving
our environment.

There is no question that the first step is to address energy efficiency, establish
national goals, and give state and local governments the resources to develop com-
munity based, grass roots programs that result in real energy savings.

PRELIMINARY SURVEY RESULTS

The Conference of Mayors is now surveying more than 400 Mayors who signed
the U.S. Mayors Climate Protection Agreement. Specifically, we asked Mayors to in-
dicate how they would use new federal resources provided through an Environment
and Energy Block Grant. Based on very preliminary responses, here are some of the
activities cities would undertake:

Formulate and enforce new building codes that encourage energy efficiency;
Retrofit existing buildings to improve the carbon footprint;

Upgrade vehicle fleets—increase use of hybrids and clean alternative fuels;
Outreach to business communities to ramp up energy efficiency programs;
Purchase or produce clean alternative energy;

Improve public transportation infrastructure;

Expansion of car sharing into residential neighborhoods;

Develop solar water and electric programs that provide lower cost financing;
Promotion and education to the public and developers; and

Develop Climate Action Plans and undertake baseline greenhouse gas emissions
assessments.

BLOCK GRANT PROPOSAL—SECTION 605

As I said before, many cities have already taken the first step in establishing very
aggressive local goals of energy efficiency and carbon reduction. But, we need a
partnership with the Federal government that requires the Energy Secretary to set
higher efficiency standards and undertake other actions that appropriately rely on
federal action.

At the same time, as proposed in S. 1115, additional new resources will help local
officials develop and expand local energy conservation programs, undertake a new
generation of energy audits, revise building codes, increase incentives to adopt new
technologies and initiatives and other efforts to promote alternative transportation
systems and other changes, all aimed at saving energy and reducing our nation’s
energy dependency.

Therefore, we strongly endorse the creation of an Energy and Environmental
Block Grant at the Department of Energy, as set forth in Section 605, giving State
and local governments new resources to establish implementation plans for adopting
community energy efficiency programs and the resources to carry them out.
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Such programs will unleash a creative and innovative power of local communities
to coalesce around national and community goals, yet provide concrete programs
that they can participate in to meet them.

Any successful national strategy must have this “bottoms-up” community ap-
proach that complements the top-down strategies of tougher energy efficiency stand-
ards and other necessary actions here at the federal level. Only by doing both will
we get to where we need to be.

ENABLING LOCAL LEADERSHIP TO CHANGE HUMAN BEHAVIOR, LOCAL PRACTICES

Let me offer some perspectives about the role of mayors in changing human be-
havior which is such a critical consideration in dealing with the myriad of energy
issues before the nation. In the early 1990s, when our nation faced a landfill crisis,
cities and counties rose to the challenge and launched over 5,000 curbside recycling
programs, started local procurement programs to buy recycled-content materials,
and helped to spearhead a green packaging movement that involved the American
Consumers Products industry. For the first time, we made it inside the American
home to change behavior of what was as common as separating recyclables from or-
dinary trash so that it could be recycled.

People said this could not be done, that we could never get the citizenry to change
its behavior in response to something as mundane as garbage. But we did. And most
of those programs continue today with a national recycling rate of over 25 percent.

LOCAL OFFICIALS READY TO MEET THESE CHALLENGES

In our opinion the people and their leaders—mayors and other local officials—are
ready and poised again to rise to an even more important challenge of making our-
selves more energy independent, while lessening our use of fossil fuels and har-
nessing the ingenuity that resides within our communities and neighborhoods.

Mr. Chairman, it is at the local level that building codes get re-written, that dem-
onstration programs can be launched, that new technologies can be introduced to
neighborhoods, that people can rally to car pool, switch their lights to compact fluo-
rescent bulbs, where businesses can decide to retrofit their boilers, weatherize their
commercial establishments, transportation facilities can be reengineered and made
available for alternative vehicles and reduced auto dependency, where energy audits
can be performed for the local museum, girls and boys clubs, local libraries, and the
list goes on and on.

We believe the Energy and Environment Block Grant will unleash a great deal
of creativity that will help us get to the goals that you have espoused in S. 1115.
Certainly, states and local governments can not do it on our own. We desperately
need the Federal government as our partner. But we can, with your assistance and
through more local innovation and creativity, provide an essential component to our
national energy strategy.

Just to demonstrate the challenge, a study that the U.S. Conference of Mayors
commissioned by Global Insight Inc. forecasts that between now and 2030, our na-
tion will build over 39 million new homes and over 20 billion square feet of commer-
cial space. If we are to absorb this kind of economic growth and meet our goals, we
must begin now at all levels of government to promote a top down and bottoms ap-
proach, relying on the right balance of federal policy directives and incentives
aligned with community-based strategies, to help us achieve greater energy effi-
ciency and reduced energy dependence.

CLOSING COMMENTS

We believe, therefore, that the nation’s cities and counties play a vital role in our
national goal of energy efficiency, energy independence and climate protection. The
nation’s mayors support S. 1115, especially its important provisions for an Energy
and Environment Block Grant program, as a vital first step in meeting the chal-
lenges before the nation. The United States Conference of Mayors endorses it and
urges its passage as soon as possible. Mr. Chairman and Members of the Com-
mittee, thank you for this opportunity to share our views on this important legisla-
tion.

The CHAIRMAN. Thank you very much for being here and your
testimony.
Commissioner Kerr, go right ahead.
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STATEMENT OF JAMES Y. KERR II, COMMISSIONER, NORTH
CAROLINA PUBLIC UTILITIES COMMISSION, AND PRESI-
DENT, NATIONAL ASSOCIATION OF REGULATORY UTILITY
COMMISSIONERS (NARUC)

Mr. KERR. Thank you, Mr. Chairman, Ranking Member Domen-
ici, and members of the committee.

Following the Mayor’s lead, I would like to note the presence of
our Senator Burr on this committee; and, although he is, I think,
at home today, I want to thank him, on the record, for his service
to our great State, his steadfast support of our Commission, and for
his personal support and friendship.

My name is Jim Kerr. 'm a member of the North Carolina Utili-
ties Commission, and president of the National Association of Reg-
ulatory Utility Commissioners.

NARUC appreciates the opportunity to appear before this com-
mittee today to work with this committee on this particular piece
of legislation, as well as on the other important issues that this
committee will be dealing with in this Congress.

The issues which we are discussing today are important to
NARUC. It’s important to the States that represent the member-
ship of NARUC, and to the citizens that we serve.

Quite simply, energy efficiency is an important part of the for-
mula of meeting the challenges that we face as States, as State
regulators, as citizens of our States. NARUC as an organization,
and the individual States that make up our membership have tra-
ditionally, and continue to be, very supportive of energy efficiency
policies. We are supportive of this legislation, which has been intro-
duced last week, with a few clarifications, which I will get to at the
conclusion of my summary.

Let me speak briefly to the challenges we face. Despite the
progress that was made in—with the passage of EPAct05, we, at
the State level, continue to face significant challenges. Energy de-
mand is growing. The cost of generation, both the fuel component,
as well as the capital component, is increasing. Natural-gas prices
continue to be increasing, and are increasingly volatile. We con-
tinue to be challenged by reliability issues in certain parts of the
country. We, as States, as a Nation, and, as the Mayor has men-
tioned, as the world, continue to be growingly concerned about the
risk posed by carbon. We have many pending large transition and
gen%ation investments that are needed in an uncertain investment
world.

While not an answer to all of these problems, we, as State regu-
lators, believe that energy efficiency offers many benefits in trying
to meet these challenges. It offers environmental benefits, economic
benefits, utility system benefits, and risk-management benefits
through the diversification of utility portfolios.

As I mentioned, NARUC and the individual State members have
actively supported energy efficiency policies. We are among the
founding members of the leadership group of the National Action
Plan on Energy Efficiency, which, in my written testimony, we
speak more about. But this is a collaborative effort of State utility
regulators, industry, other stakeholders, that has been facilitated
by the Department of Energy and the Environmental Protection
Agency, as an effort whose goal was to create a sustainable, aggres-
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sive, national commitment to energy efficiency. I would like to com-
mend DOE and EPA for their support of the States through this
collaborative—this has not been a top-down effort, where the Fed-
eral agencies have told the States what they thought they ought to
do, but, rather, have provided a framework and resources to sup-
port a collaborative process, and it has been very successful. In
fact, Assistant Secretary Karsner was in Raleigh last week at the
North Carolina Summit on Energy Efficiency, and we appreciate
his personal commitment to the Action Plan, and for the work that
he’s doing in support of States’ efforts on energy efficiency.

Last week, the North American Energy Standards Board met.
NARUC was part of that process, working on the development of
standardized business practices and measurements related to en-
ergy efficiency. NARUC, Edison Electric Institute, and Consumer
Advocates are working on a collaborative process focusing on rate-
making and rate design issues related to efficiencies. NARUC has
passed specific resolutions supporting the action plan, appliance ef-
ficiency standards in the last energy bill, innovative rate design to
encourage energy efficiency, transformer efficiency standards, and
advanced metering infrastructure.

We have entered into a collaborative process with the FERC on
demand response. We have participated in the drafting of DOE’s
section 139 report, which was issued last month, at the end of
March, whose principal conclusion was that State and regional
policies should capitalize on opportunities to use low-cost energy ef-
ficiency to meet growing demands and enhance system reliability.

I was asked to, and I want to, briefly mention a few matters
going on in my home State, principally because they’re illustrative
of many of the questions which you have answered—or, which you
have asked today from the podium.

North Carolina was the first State to use a public benefit fund
for the support of energy efficiency, and we have used these funds
to support a nonprofit corporation, Advanced Energy Corporation,
whose sole purpose is to work on energy efficiency issues, not just
in North Carolina, but around the world. We, at the Commission,
are currently reviewing our integrated resource planning process to
better prioritize and integrate energy efficiency and demand-side
management with our traditional supply side resources in the plan-
ning process.

A month ago, we approved Duke Energy’s request to build a sin-
gle 800-megawatt super-critical pulverized coal unit in North Caro-
lina. The original request was to build two units. We approved the
building of one 800-megawatt unit. As part of that order, our Com-
mission included the following two conditions: first, that Duke En-
ergy is required to invest 1 percent of its retail revenues in energy
efficiency in the demand-side management annually, and that they
are required to retire older coal-fired units on a megawatt-for-
megawatt basis to account for the actual load reductions achieved
through those investments. We have, in the Piedmont Natural Gas
last rate case, approved a decoupling ratemaking mechanism on a
3-year experimental basis. We have commissioned a study of a re-
newable portfolio standard which includes an element of energy ef-
ficiency. Just last month, it has been announced, in North Caro-
lina, a very unique public/private partnership involving Duke En-
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ergy, Progress Energy, Environmental Defense, the Sierra Club,
and a private foundation, exploring specifically how State govern-
ment can lead the way on energy efficiency as the largest consumer
of energy in the State and as a political leader.

Finally, there is draft legislation pending in our legislature
which would consider an REPS, which would be an RPS standard
that would have a 2% percent set-aside for energy efficiency, or
megawatts, as part of the RPS, and it also addresses potential cost-
recovery issues, including capitalization and the opportunity to
earn on energy efficiency investments and possible incentives for
those investments. Again, we are proud of the work that we are
doing, and we appreciate, very much, the way that this legislation,
which you have introduced, is supportive, principally, of those
State efforts.

We have filed testimony in which we articulate in greater detail
our support for the legislation. I would raise three points that we
believe need further clarification.

First, section 205 in the energy efficiency standards, which have
been the subject of some questions here this afternoon. We, as a
group of State regulators, are of course concerned about any efforts
at Federal pre-emption of State efforts which may go beyond what
the Federal standards might be. We would prefer that any Federal
standards be viewed as a floor, and that States be allowed to adopt
more strict standards, if appropriate. We also would appreciate the
opportunity to work with the committee to see—to assure that any
existing State standards would be grandfathered if and when the
DOE were to adopt its standards.

Second, the section 503(d)(4), dealing with the sales of energy
from Federal facilities—I believe Senator Thomas asked about
that—I would say that we share the concern that I perceived in his
question, and we believe that, at a minimum, it should be clarified
that any such sales would have to be made consistent with, and
subject to, State and Federal laws and regulations.

Finally, section 603, having to do with integrated resource plan-
ning and rate design issues being added to the list of PURPA
standards: again, as a representative of State organizations, I
would clarify that these are matters purely of State jurisdiction
and State law. We would prefer that they not be addressed at all.
However, we do believe that the approach of including these stand-
ards in a PURPA-type State shall consider these issues in carrying
our responsibilities is certainly the appropriate way to address
these important issues.

So, thank you, again, for the opportunity. I'll look forward to an-
swering any questions.

[The prepared statement of Mr. Kerr follows:]

PREPARED STATEMENT OF JAMES Y. KERR, II, COMMISSIONER, NORTH CAROLINA PUB-
LIC UTILITIES COMMISSION, AND PRESIDENT, NATIONAL ASSOCIATION OF REGU-
LATORY UTILITY COMMISSIONERS

Good Afternoon Mr. Chairman, Ranking Member Domenici, and Members of the
Committee.

My name is Jim Kerr. I am a Commissioner on the North Carolina Utilities Com-
mission and I also serve as the President of the National Association of Regulatory
Utility Commissioners (NARUC). I am testifying today on behalf of NARUC and I
greatly appreciate the opportunity to appear before you today. The issues that you
are addressing here are very important to NARUC’s membership and my State, and
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I am grateful to have this opportunity to present our views on energy efficiency and,
in particular, your legislation, Mr. Chairman.

I would like to summarize my testimony and have my full statement entered into
the record.

NARUC is a quasi-governmental, non-profit organization founded in 1889. Its
membership includes the State public utility commissions serving all States and ter-
ritories. Our mission is to serve the public interest by improving the quality and
effectiveness of public utility regulation. Our members regulate the retail rates and
services of electric, gas, water, and telephone utilities. Indeed, we are obligated by
law to ensure that the establishment and maintenance of such utility services as
may be required by the public convenience and necessity, and that such services are
provided under rates—subject to terms and conditions of service—that are just, rea-
sonable, and nondiscriminatory.

I would like to discuss, in detail, efforts at the State level for implementing en-
ergy efficiency programs and, Mr. Chairman, the legislation you and Ranking Mem-
ber Domenici introduced last week.

Since 1973, energy use in the United States has increased by 33%, but we now
use half as much energy per dollar of economic activity as we did then. To run to-
day’s economy without the energy efficiency improvements that have taken place
since 1973, we would need 43 percent more energy supplies than we currently use—
more energy than we currently generate from any single supply source like nuclear,
gas, coal, or renewables.!

Clearly, energy efficiency is already playing a considerable role in meeting our
country’s growing demand, but the potential for an even greater savings remains.

A 2000 study estimated that energy efficiency policies and programs could cost-
effectively reduce U.S. demand for electricity by 24 percent and demand for natural
gas by 12 percent by 2020.2 This is about half of the current projected increase in
electricity and natural gas demand. In short, energy efficiency has grown in accept-
ance from being considered “nice thing to do for society” to becoming more recog-
nized as a real resource; some even call it “the fifth fuel.”

For the record, NARUC has consistently supported and encouraged State energy
efficiency policies and it is our belief that energy efficiency programs can, in some
instances, be the quickest, cheapest, and cleanest energy resource. If broadly adopt-
ed, energy efficiency programs can have many far-reaching societal benefits, includ-
ing:

e Economic.—Reduced energy intensity provides competitive advantages and frees

financial resources for investment in non-energy goods and services;

e Environmental.—Saving energy reduces air pollution, the degradation of nat-

ural resources, risks to public health, and the threat of global climate change;

o Infrastructure.—Lower demand lessens constraints and congestion on the elec-

tric transmission and distribution systems; and,

o Security.—Energy efficiency can lessen our vulnerability to events that cut off

energy supplies.

NARUC members have seen the benefits and are responding by exploring aggres-
sive investments in energy efficiency as a resource. NARUC itself passed a resolu-
tion in 2005 encouraging States and other policymakers to review their existing rate
designs to determine if they encourage energy conservation and energy efficiency so
as to moderate natural gas demand and reduce upward pressure on natural gas
prices.

Additionally, NARUC was heavily involved in the drafting of the Energy Depart-
ment’s recent report on State and Regional Policies that Promote Energy Efficiency
Programs Carried Out by Electric and Gas Utilities. The report, mandated by Sec-
tion 139 of the Energy Policy Act of 2005, offers a list of recommendations for
States, industry groups, and other stakeholders to consider when implementing en-
ergy efficiency programs. The report also summarized State energy efficiency activi-
ties.

We have also been active in our efforts to promote Advanced Metering Infrastruc-
ture (AMI) throughout the country. AMI is a system that records customer con-
sumption of electricity on an hourly or even more recurring basis and provides dy-
namic pricing that can afford consumers the opportunity to better manage their en-
ergy intake. The NARUC Board of Directors at our Winter Committee Meetings in

1Department of Energy, “State and Regional Policies that Promote Energy Efficiency Pro-
grams Carried Out by Electric and Gas Utilities.”

2 Interlaboratory Working Group, “Scenarios for a Clean Energy Future,” Oak Ridge National
Laboratory, Lawrence Berkeley National Laboratory.
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February approved a resolution that offered recommendations for States that are fa-
cilitating cost-effective AMI technologies.

My home State of North Carolina is actively engaged in pursuing energy efficiency
programs. For instance, my fellow commissioner Jimmy Ervin and I participated in
the recent North Carolina Summit on Energy Efficiency. The Summit served as a
venue for North Carolina policymakers and stakeholders to share information and
best practices for implementing energy efficiency programs, and also discuss initia-
tives for raising awareness and developing a broad coalition of support for related
initiatives.

Also, NARUC and many member States, along with federal regulators and a size-
able number of industry representatives, are participating in the National Action
Plan for Energy Efficiency. This Action Plan is a multi-year, multi-sector effort
aimed at creating a national commitment to energy efficiency. I will go into more
details about the Action Plan later in my testimony.

Coinciding with the National Action Plan’s activities is an effort by the North
American Energy Standards Board to establish a multi-year process that aims to
measure savings from energy efficiency programs. NAESB held a meeting earlier
this month on this issue and the National Action Plan will help facilitate this
project.

Before I go into more detail about the National Action Plan, I would like to dis-
cuss the important legislation you, Mr. Chairman, and Ranking Member Domenici
introduced last week. NARUC would like to commend you both for your leadership
in moving energy efficiency policy to the forefront of the nation’s energy policy de-
bate by introducing the bipartisan legislation, S. 1115, and holding this hearing.

We believe that this bill is a generally positive step and there are many provisions
in S. 1115 that NARUC can support. I will limit my comments today to address
those provisions we believe are most pertinent to our member commissions.

TITLE II—EXPEDITING NEW ENERGY EFFICIENCY STANDARDS

NARUC is supportive of the proposals and policies included in Title II, to the ex-
tent that they are intended to permit State action and standards that go beyond
those contemplated in this Title. Cost-effective and technically feasible energy effi-
ciency standards are an important tool for achieving energy savings, improving envi-
ronmental quality, and reducing energy bills and prices for consumers. NARUC has
always supported meaningful energy efficiency standards at the national level and,
during the debate over the Energy Policy Act of 2005, we urged Congress to enact
cost-effective standards that would result in the greatest energy savings. Addition-
ally, NARUC has supported the upgrading of National Efficiency Standards while
encouraging and supporting State efforts on standards to maximize energy effi-
ciency.

While NARUC believes that appliance standards are indeed a highly effective way
to improve end-user efficiency, we have also supported improvements in system effi-
ciency for delivering electricity through transmission and distribution networks. By
ensuring that fewer losses occur in the transmission and distribution of electricity
to appliances, we have the opportunity to ensure that electricity is delivered and
used in the most efficient manner possible. In fact, NARUC this past February
passed a resolution supporting new distribution transformer efficiency standards
that are being developed in concert with the electric power industry and the energy
efficiency advocacy community.

TITLE IV—SETTING ENERGY EFFICIENCY GOALS

NARUC is highly supportive of the provisions found in sections 402 and 403 of
Title IV, as these goals coincide with NARUC’s efforts as part of the above-ref-
erenced National Action Plan on Energy Efficiency. Again, I will go into more detail
about this project later in my testimony.

TITLE V—PROMOTING FEDERAL LEADERSHIP IN ENERGY EFFICIENCY AND RENEWABLE
ENERGY

While NARUC agrees that the federal government must “get its own house in
order” to play a leading and productive role in this endeavor, we do have a question
regarding language in section 503(d)(4)(C). Is it the intent of this language to permit
federal government facilities, beyond the Power Marketing Administrations, to sell
electricity in both wholesale and retail markets, without regard to federal and State
regulations? If so, we would be rather troubled by this provision and we would sug-
gest that the language be clarified by noting that the government sales would be
subject to all applicable State and federal law and regulation.
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TITLE VI—ASSISTING STATE AND LOCAL GOVERNMENTS IN ENERGY EFFICIENCY

NARUC strongly supports the provisions found in sections 601 and 602, and has
indeed benefited, as have many of our members, from the programs included in
these sections.

The U.S. Department of Energy’s Weatherization Assistance Program has served
more than 5.7 million low-income families and is one of the most effective energy
efficiency programs in the United States. Low-income families spend 16 percent of
their annual income on energy, compared with 5 percent for other households, and
the typical Weatherization recipient is a single mother with two children earning
$8,000 per year. According to DOE, families who have their homes weatherized will
generally save between $300 and $400 each year on energy bills allowing them a
better opportunity to pay their future energy bills. Families who do not receive
Weatherization services must make hard choices between heating and cooling their
homes and other necessities, such as food, clothing and medicine.

Additionally, NARUC has benefited from direct support from the State Energy
Programs. In 2004, for example, we received funding and technical assistance from
the DOE to develop Model Interconnection Standards & Procedures. These stand-
ards provide a clear and consistent process for interconnecting new generating units
to the transmission grid. Moreover, NARUC members have benefited from inter-
action with State Energy Offices and Air Quality Agencies through projects under-
taken between 2000 and 2003 that linked these key State government sectors on
energy and air quality issues.

NARUC is generally supportive of section 603 and technical assistance provided
in section 604, though we note that the decoupling issue is retail by nature and is
clearly under State jurisdiction. We recognize that the best approach toward pro-
moting energy efficiency programs for any utility, State, or region may likely depend
on local issues, preferences, and conditions. By placing decoupling language under
the Public Utility Regulatory Policies Act of 1978, a State may move forward if it
is in their best interest and the technical assistance will help where many commis-
sions are currently overburdened with implementation of the Energy Policy Act of
2005.

NARUC has begun exploring rate designs that align utility returns with the deliv-
ery of energy efficiency. In August 2006 NARUC began an ongoing dialogue with
State agencies regarding design types and lessons learned from different ap-
proaches. NARUC is developing additional research on aligning rate designs with
demand-side resources, and this summer will release a brief for Consumer Advo-
cates on Decoupling, and participate in developing the National Action Plan Leader-
ship Group’s guidebook on the topic.

I would now like to take this opportunity to discuss the National Action Plan for
Energy Efficiency in some detail. As stated above, the National Action Plan aims
to create a sustainable, aggressive national commitment to energy efficiency from
all sectors, including gas and electric utilities, State and federal utility regulators,
and partner organizations. We believe that this commitment could save Americans
billions of dollars on energy bills over the next 10 to 15 years, contribute to energy
security, and improve our environment.

The Action Plan was developed by more than 50 leading organizations rep-
resenting a very diverse set of perspectives. It is a multi-year collaborative and in-
cludes participation from the Department of Energy, the Environmental Protection
Agency, State regulators, industry, and consumer groups. NARUC is one of two
founding partners and our First Vice President, Commissioner Marsha Smith of
Idaho, is the State Co-Chair of the Action Plan Leadership Group. Jim Rogers of
Duke Energy is the Industry Co-Chair. These organizations have pledged to take
specific steps to make the Action Plan a reality.

The Action Plan itself was released in July 2006 during the annual NARUC Sum-
mer Meetings. This document made five recommendations to energy policymakers:

1. Recognize energy efficiency as high-priority resource;

2. Make strong, long-term commitments to implement cost-effective energy ef-
ficiency as a resource;

3. Broadly communicate benefits of, and opportunities for, energy efficiency;

4. Promote sufficient, timely, stable program funding where cost-effective;
and,

5. Review, adopt policies to align utility incentives with delivery of energy ef-
ficiency, and modify rate practices to promote energy efficiency investments.

NARUC members have made commitments to implementing the Action Plan’s rec-
ommendations. For example, the State of Arkansas issued “Resource Planning
Guidelines” and ordered their jurisdictional utilities to begin implementing cost-ef-
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fective energy efficiency programs. California, meanwhile, issued a Memorandum of
Understanding demonstrating the State’s commitment to develop, promote, and im-
plement the Action Plan’s recommendations. Nearly all of the State’s energy stake-
holders signed the MOU, including the Governor, the State’s PUC, the California
Energy Commission, and most of the State’s investor-owned and publicly-owned
utilities. Also, Iowa’s Utilities Board specifically endorsed the Action Plan’s rec-
ommendations as well, as did State regulators in Connecticut, Florida, Hawaii, Kan-
sas, Minnesota, New England, New dJersey, New York, Ohio, Oregon, Utah,
Vermont, Washington, and the Southeast.

This year, the National Action Plan Leadership Group is taking a grass-roots ap-
proach, working with regulators across the country to implement the recommenda-
tions. Currently, the Leadership Group is working on a number of projects, includ-
ing communications plans, promotional strategies, regulatory solutions to reduce im-
pediments, and ways to encourage utility participation. Also, the participants are
developing guidances on how energy efficiency opportunities can be captured
through energy resource planning and procurement processes, changes in building
codes, as well as in rates, utility incentives, planning, and cost-benefit studies. In
addition, the participants are also developing Evaluation Guides to account for en-
ergy and cost savings from energy efficiency.

For the next year and beyond, the National Action Plan participants will study
methods to align utility incentives with the best levels of cost-effective energy effi-
ciency programs and will develop a set of metrics that can demonstrate the actual
success of their commitments to energy efficiency.

As you can see, Mr. Chairman and Ranking Member Domenici, State regulators
are already embracing energy efficiency as a critical resource to meet growing de-
mand. But we have only started to tap into the great potential energy efficiency
holds and this hearing and legislation are both very timely and appropriate. We
very much appreciate your attention and thank you for the opportunity to share our
views on S. 1115. The NARUC membership is committed to working with you and
this Committee as this legislation moves forward.

ATTACHMENTS

RESOLUTION TO REMOVE REGULATORY BARRIERS TO THE BROAD IMPLEMENTATION OF
ADVANCED METERING INFRASTRUCTURE

WHEREAS, The Energy Policy Act of 2005 amended the State ratemaking provi-
sions of the Public Utilities Regulatory Policies Act of 1978 (PURPA) to require
every State regulatory commission to consider and determine whether to adopt a
new standard with regard to advanced metering infrastructure (AMI); and

WHEREAS, Advanced metering, as defined by Federal Energy Regulatory Com-
mission (FERC), refers to a metering system that records customer consumption
hourly or more frequently and that provides daily or more frequent transmittal of
measurements over a communication network to a central collection point; and

WHEREAS, The implementation of dynamic pricing, which is facilitated by AMI,
can afford consumers the opportunity to better manage their energy consumption
and electricity costs through the practice of demand response strategies; and

WHEREAS, Effective price-responsive demand requires not only deployment of
AMI to a material portion of a utility’s load, but also implementation of dynamic
price structures that reveal to consumers the value of controlling their consumption
at specific times; and

WHEREAS, AMI deployment offers numerous potential benefits to consumers,
both participants and non-participants, including:

e greater customer control over consumption and electric bills;
e improved metering accuracy and customer service;
o potential for reduced prices during peak periods for all consumers;
e reduced price volatility;
e reduced outage duration; and,
o expedited service initiation and restoration; and
WHEREAS, The use of AMI may afford significant utility operational cost savings
and other benefits, including:

e automation of meter reading;

e outage detection;

e remote connection/disconnection;
e reduced energy theft;

e improved outage restoration;



30

e improved load research;

e more optimal transformer sizing;

e reduced demand during times of system stress;

o decreased T&D system congestion; and,

e reduced reliance on inefficient peaking generators; and

WHEREAS, Sound AMI planning and deployment requires the identification and
consideration of tangible and intangible costs and benefits to a utility system and
its customers; and

WHEREAS, Cost-effective AMI may be a critical component of the intelligent grid
of the future that will provide many benefits to utilities and consumers; and

WHEREAS, It is important that AMI allow the free and unimpeded flow and ex-
change of data and communications to empower the greatest range of technology
and customer options to be deployed; and

WHEREAS, The deployment of cost-effective AMI technology may require the re-
moval and disposition of existing meters that are not fully depreciated and may re-
quire replacement of, or significant modification to, existing meter reading, commu-
nications, and customer billing and information infrastructure; and

WHEREAS, Regulated utilities may be discouraged from pursuing demand re-
sponse opportunities by the prospect of diminished sales and revenues; now, there-
fore, be it

RESOLVED, That the Board of Directors of the National Association of Regu-
latory Utility Commissioners, convened at its February 2007 Winter Meetings in
Washington, D.C., recommends that commissions seeking to facilitate deployment of
cost-effective AMI technologies consider the following regulatory options:

e pursue an AMI business case analysis, in conjunction with each regulated util-
ity, in order to identify an optimal, cost-effective strategy for deployment of AMI
that takes into account both tangible and intangible benefits;

e adopt ratemaking policies that provide utilities with appropriate incentives for
reliance upon demand-side resources;

o provide for timely cost recovery of prudently incurred AMI expenditures, includ-
ing accelerated recovery of investment in existing metering infrastructure, in
order to provide cash flow to help finance new AMI deployment; and,

e provide depreciation lives for AMI that take into account the speed and nature
of change in metering technology; and be it further

RESOLVED, That the Federal tax code with regard to depreciable lives for AMI
investments should be amended to reflect the speed and nature of change in meter-
ing technology; and be it further

RESOLVED, That NARUC supports movement toward an appropriate level of
open architecture and interoperability of AMI to enable cost-effective investments,
avoid obsolescence, and increase innovations in technology products.

RESOLUTION ON DISTRIBUTION TRANSFORMERS ENERGY CONSERVATION STANDARDS

WHEREAS, The investor-owned and public power utilities represented by the Edi-
son Electric Institute (EEI) and the American Public Power Association (APPA), and
the energy efficiency advocacy community, represented by Natural Resources De-
fense Council, the American Council for an Energy-Efficient Economy, the Alliance
to Save Energy, Northeast Energy Efficiency Partnerships and the Appliance Stand-
ards Awareness Project have agreed to jointly recommend new national standards
for distribution transformers; and

WHEREAS, Cost-effective and technically feasible energy efficiency standards are
an important tool for achieving energy savings, improving environmental quality,
and reducing energy bills and prices for consumers; and

WHEREAS, The recommended joint standards will ensure the highest techno-
logically achievable energy savings that are economically justified; now, therefore,
be it

RESOLVED, That the Board of Directors of the National Association of Regu-
latory Utility Commissioners, convened at its February 2007 Winter Meetings in
Washington, D.C., endorses the tiered approach to the efficiency standards agreed
to by the Edison Electric Institute (EEI) and the American Public Power Association
(APPA), and the energy efficiency advocacy community, represented by Natural Re-
sources Defense Council, the American Council for an Energy-Efficient Economy,
the Alliance to Save Energy, Northeast Energy Efficiency Partnerships and the Ap-
pliance Standards Awareness Project.



31

RESOLUTION ON ENERGY EFFICIENCY AND INNOVATIVE RATE DESIGN

WHEREAS, The National Association of Regulatory Utility Commissioners
(NARUC), at its July 2003 Summer Meetings, adopted a Resolution on State Com-
mission Responses to the Natural Gas Supply Situation that encouraged State and
Federal regulatory commissions to review the incentives for existing gas and electric
utility programs designed to promote and aggressively implement cost-effective con-
servation, energy efficiency, weatherization, and demand response; and

WHEREAS, The NARUC at its November 2003 annual convention, adopted a Res-
olution Adopting Natural Gas Information “Toolkit,” which encouraged the NARUC
Natural Gas Task Force to review the findings and recommendations of the Sep-
tember 23, 2003 report by the National Petroleum Council on Balancing Natural
Gas Policy—Fueling the Demands of a Growing Economy and its recommendations
for improving and promoting energy efficiency and conservation initiatives; and

WHEREAS, The NARUC at its 2004 Summer Meetings, adopted a Resolution on
Gas and Electric Energy Efficiency encouraging State commissions and other policy
makers to support expansion of energy efficiency programs, including consumer edu-
cation, weatherization, and energy efficiency and to address regulatory incentives to
inefficient use of gas and electricity; and

WHEREAS, These NARUC initiatives were prompted by the substantial increases
in the price of natural gas in wholesale markets during the 2000-2003 period when
compared to the more moderate prices that prevailed throughout the 1990s; and

WHEREAS, The wholesale natural gas prices of the last five years largely reflect
the fact that the demand by consumers for natural gas has been growing steadily
while, for a variety of reasons, the supply of natural gas has had difficulty keeping
pace, leading to a situation where natural gas demand and supply are narrowly in
balance and where even modest increases in demand produce sharp increases in
price; and

WHEREAS, Hurricanes Katrina and Rita, in addition to damaging the States of
Alabama, Mississippi, Louisiana, and Texas, significantly damaged the nation’s on-
shore and offshore energy infrastructure, resulting in significant interruption in the
production and delivery of both oil and natural gas in the Gulf Coast area; and

WHEREAS, The confluence of a tight balance of natural gas supply and demand
and these natural disasters has driven natural gas prices in wholesale markets to
unprecedented levels; and

WHEREAS, The present high and unprecedented level of natural gas prices are
imposing significant burdens on the nation’s natural gas consumers, whether resi-
dential, commercial, or industrial, and will likely be injurious to the nation’s econ-
omy as a whole; and

WHEREAS, The recently enacted Energy Policy Act of 2005 contains a number
of provisions aimed at encouraging further natural gas production in order to bring
down prices for consumers, but these actions, together with any further action on
energy issues by Congress, are unlikely to bring forth additional supplies of natural
gas in the short term; and

WHEREAS, Energy conservation and energy efficiency are, in the short term, the
actions most likely to reduce upward pressure on natural gas prices and to assist
in bringing energy prices down, to the benefit of all natural gas consumers; and

WHEREAS, Innovative rate designs including “energy efficient tariffs” and “de-
coupling tariffs” (such as those employed by Northwest Natural Gas in Oregon, Bal-
timore Gas & Electric and Washington Gas in Maryland, Southwest Gas in Cali-
fornia, and Piedmont Natural Gas in North Carolina), “fixed-variable” rates (such
as that employed by Northern States Power in North Dakota, and Atlanta Gas
Light in Georgia), other options (such as that approved in Oklahoma for Oklahoma
Natural Gas), and other innovative proposals and programs may assist, especially
in the short term, in promoting energy efficiency and energy conservation and slow-
ing the rate of demand growth of natural gas; and

WHEREAS, Current forms of rate design may tend to create a misalignment be-
tween the interests of natural gas utilities and their customers; now therefore be
it

RESOLVED, That the National Association of Regulatory Utility Commissioners
(NARUC), convened in its November 2005 Annual Convention in Indian Wells, Cali-
fornia, encourages State commissions and other policy makers to review the rate de-
signs they have previously approved to determine whether they should be reconsid-
ered in order to implement innovative rate designs that will encourage energy con-
servation and energy efficiency that will assist in moderating natural gas demand
and reducing upward pressure on natural gas prices; and be it further
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RESOLVED, That NARUC recognizes that the best approach toward promoting
energy efficiency programs for any utility, State, or region may likely depend on
local issues, preferences, and conditions.

The CHAIRMAN. Thank you very much.
Ms. Collier, please go right ahead.

STATEMENT OF ALICIA COLLIER, DIRECTOR, GLOBAL EN-
ERGY POLICY, HONEYWELL BUILDING SOLUTIONS, HONEY-
WELL INTERNATIONAL, ON BEHALF OF FEDERAL PERFORM-
ANCE CONTRACTING COALITION (FPCC)

Ms. COLLIER. Good afternoon, and thank you, Mr. Chairman and
the committee, for this opportunity to testify today.

My name is Alicia Collier, and I am the director of global energy
policy for Honeywell’s Energy Services Group. But I'm here on be-
half of the Federal Performance Contracting Coalition, and we’re a
group of energy services companies. We're responsible for over 90
percent of the energy savings performance contracts that are being
performed on Federal installations today.

I'd like to mention each of our members. They include: Ameresco,
Chevron Energy Solutions, Constellation Energy Projects and Serv-
ices Group, Honeywell, Johnson Controls, Noresco, and Siemens
Building Technologies.

Now, the FPCC is extremely supportive of S. 1115 and the Fed-
eral energy efficiency provisions contained. We’re especially encour-
aged by the energy savings performance contracting provisions that
will help to advance more of these sorts of projects within Federal
installations, and, as a result, will reduce the energy used on these
installations and increase the amount of renewables that are being
used on Federal sites.

I'd like to focus the comments today on section 503, which spe-
cifically addresses Energy Savings Performance Contracts. I'll high-
light three of the provisions contained within that section.

The first one has to do with financing flexibility. What this sec-
tion allows agencies to do is to combine appropriated dollars with
the financing dollars under ESPCs. What this is going to do is to
add flexibility to these contracts, and it will make it possible for
agencies to meet the more aggressive energy goals that have been
put before them. Specifically, it will allow for the inclusion of re-
newables, which is important to all of us.

Second, we strongly support the idea of eliminating the sunset
provision for ESPCs. This was originally set up as a pilot project,
but, for over 10 years, it’s been successfully utilized by Federal
agencies, and it’s become, really, the primary way that Federal
Government agencies are meeting their energy efficiency goals. So,
it’s time to make it a permanent program.

Third, is a conversation that I'm sure we’re going to have, and
we've already had some discussion about, and that is making co-
generation and renewable energy allowable under the ESPC pro-
gram. Now, there’s an added ability that will allow agencies to sell
excess power under this situation. What it does is, it gives the
flexibility for an agency or an installation to build renewables on
their site and not be concerned about fluctuations in consumption,
in the ability to sell off that excess power. So, that’s the way we
perceive that particular section in that particular provision.
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In addition to supporting the provisions in S. 1115, the FPCC
has some ideas of areas where we can see more, better, and faster
ESPCs. We've been working with the Department of Energy in this
area, and I'm very pleased with the support that they’ve provided,
and their interest in increasing the pace, the size, and the scope
of these contracts.

We've got three specific suggestions for your consideration:

The first is eliminating the congressional notification require-
ment for individual projects under ESPC. What we would suggest
in lieu of that would be to require agencies to report, on an annual
basis, the number of ESPC projects, their size, their scope, and
their value.

Second, we would suggest establishing a program fund that
would help to pay specifically for renewables under ESPCs. This,
again, would result in more renewables on Federal facilities.

The third item would have to do with renewable energy credits.
The EPAct encourages the agencies to not only build, but also use,
renewables on their installations, and we think that there’s some
legislative language that could help clarify the sale of RECs and
how that impacts the agency’s ability to take renewable energy
credits toward their goal.

In conclusion, the FPCC is very pleased with the emphasis on
Federal energy efficiency contained within S. 1115. We believe that
the next step is to ensure that agencies start to use this contract
vehicle as a matter of course. What we like to say in the FPCC is
that we want the fear of inaction to be greater than the fear of ac-
tion.

We hope to have the continued support of this committee to urge
oversight for the necessary committees to ensure the energy effi-
ciency and the implementation of renewables becomes and remains
a front-burner issue for the entire Federal Government.

Thank you, again, for this opportunity.

[The prepared statement of Ms. Collier follows:]

PREPARED STATEMENT OF ALICIA COLLIER, DIRECTOR, GLOBAL ENERGY PoLIicY, HON-
EYWELL BUILDING SOLUTIONS, HONEYWELL CORPORATION, AND ON BEHALF OF
FEDERAL PERFORMANCE CONTRACTING COALITION

Thank you for the opportunity to testify today. My name is Alicia Collier and I
am the Director of Global Energy Policy, National Energy Solutions for Honeywell.
I appear before you today on behalf of the Federal Performance Contracting Coali-
tion (FPCC), a group of Energy Service Companies that perform 90% of the Energy
Savings Performance Contracting (ESPC) for the Federal government. Our members
are Ameresco, Chevron Energy Solutions, Constellation Energy Projects and Serv-
icels Group, Honeywell, Johnson Controls, Noresco and Siemens Building Tech-
nologies.

We are very pleased with the Federal energy provisions of S. 1115 and are encour-
aged to see the Committee’s continued commitment to increasing the energy effi-
ciency of our government’s own facilities. We are particularly pleased with the Com-
mittee’s interest in advancing Energy Savings Performance Contracts. We believe
that this underutilized program is critical to meeting the Federal government’s en-
ergy efficiency and renewable energy goals. Many of the provisions in S. 1115 will
help generate more ESPC projects and increase energy efficiency in federal build-
ings.

Most of the Committee members are likely aware of ESPCs because of the major
effort in EPACT 2005 to reauthorize the program. The program works as follows:
under ESPCs, the private sector installs new energy efficient equipment in federal
facilities at no upfront cost to the government. (Examples of equipment include: new
energy eff;wient lighting, building controls, boilers, chillers and renewable energy
measures.
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Federal agencies pay off this investment over time with the funds saved on utility
costs. And, the private sector contractors guarantee the energy savings. By law, the
government never pays more than they would have paid for utilities if 1t had not
entered into the ESPC. In addition to generating energy, water and dollar savings,
years of deferred maintenance at federal facilities are successfully addressed by the
ESPC program.

We are very supportive of the Federal energy efficiency provisions in S. 1115. In
particular, we are encouraged by the following:

e Section 504, which increases energy efficiency goals by requiring a 30 percent
reduction in energy consumption at Federal facilities by 2015, codifying the new
executive order 13423. Federal agencies will have to increasingly rely on ESPCs
if they are expected to meet these new higher goals.

e Section 502, which increases the requirement for the purchase of renewable en-
ergy for federal facilities. We encourage you to clarify that the installation of
on-site generation of renewable energy should be the path forward, not merely
the purchase of green power off the grid. On site power contributes to energy
security and adds new renewable energy assets to the national mix.

e Section 503 addresses ESPCs and is therefore of great interest to us.

—We support the retention of savings provisions that allow facilities to retain
100% of the savings on energy efficiency installation. Your elimination of old
language from the code will eliminate the confusion in the federal government
over the retention of savings.

—Financing Flexibility, which would allow agencies to mix appropriated and fi-
nance dollars under an ESPC, is critical to meeting the new efficiency and
renewable energy goals. We support its inclusion because only with the ability
to mix appropriated and private sector dollars will we be able to achieve the
government’s renewable energy goals. We continue to be concerned about
agency adoption of this provision and encourage the Committee to reach out
to other authorizing committees to ensure adoption of financing flexibility
throughout all agencies of the Federal government.

—Eliminating the sunset provision is key. Thank you. This program was ini-
tially set up as a pilot program. It has been used very successtully by many
of federal agencies for over 10 years. It has proven its value and should be-
come a permanent program because ESPC has become the means by which
most agencies are able to attain their efficiency goals.

—The addition of cogeneration and renewable energy as allowable Energy Con-
servation Measures under ESPCs will be a great benefit to the government.
The ability to sell the power generated is a significant new component that
will allow for more renewable energy generation on federal facilities, thereby
enhancing energy security, reducing energy use and greenhouse gas emis-
sions.

—Clarification that water savings are included as allowable energy conservation
measures is also appreciated as this has been a point of confusion among
some energy managers.

—We support the idea of ESPCs for non-building applications and feel that the
study and the ability to include secondary savings is a good first step in iden-
tifying the potential to reduce energy in mobile applications through ESPCs.
Secondary savings, such as worker productivity, could also be included in tra-
ditional, buildings ESPCs and would further encourage agencies to utilize the
program by showing greater benefit.

e Sec. 505 on Combined Heat and Power is helpful. CHP is an energy conserva-
tion measure with a long term payback and because of that, it lends itself well
tosb%ng bundled with shorter payback conservation measures to create a viable
ESPC.

e Sec. 506 sets Federal Building Energy Efficiency Performance Standards, which
we support because they push all building renovations to a higher energy effi-
ciency level. Unless there are significant new appropriated dollars made avail-
able, we believe that ESPCs and other private financing will be the major
means through which agencies comply with this section.

In addition to supporting these provisions of S. 1115, the FPCC feels that there
are other areas where we can focus on “more, better and faster” when it comes to
Energy Savings Performance Contracting. We have been working with the Depart-
ment of Energy in this area and are very pleased with their willingness to focus
agencies on increasing the pace, size and scope of these types of contracts.

Below are some thoughts from the Federal Performance Contracting Coalition on
potentially expanding S. 1115:
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e We advocate eliminating the Congressional Notification requirement for indi-
vidual projects. This requirement was originally included in legislation because
the program was a pilot project. Instead, we would like to see annual reporting
to Congress on the number, size, energy conservation measures, and financial
value on all ESPC contracts. Most of this information is already gathered by
the Department of Energy’s Federal Energy Management Program and would
therefore not require new reporting mandates for Federal agencies.

e We suggest language establishing a program fund to help offset the high cost
of renewable energy measures in alternatively financed projects. Renewable En-
ergy measures must be bundled with traditional energy efficiency measures to
qualify under this proposed program. The effect would be to leverage appro-
priated dollars for on-site renewable energy projects, which could substantially
increase the number of projects. This program administered by the Department
of Energy’s Office of Energy Efficiency and Renewable Energy. We would be
happy to provide further information on how such a fund could be initiated and
administered.

e EPACT set up the ability for Federal agencies to count double their on-site re-
newable energy production towards their renewable energy acquisition goals. In
an effort to make renewables cost effective, many Federal agencies that install
renewables on-site need to sell their commercial renewable energy credits
(RECs) to help pay for the project. There is some confusion about whether sell-
ing those RECs means giving up credit towards the Federal renewable energy
goal. Legislative language could clarify this ability.

In conclusion, we are very pleased with the emphasis on Federal energy efficiency
and the positive focus on ESPCs and other privately financed energy retrofit activi-
ties. Congress and the Administration have been working along side our industry
to knock down barriers to doing “more, better, and faster” ESPCs. We believe that
the next step is to ensure that the agency personnel start to adopt ESPCs as a mat-
ter of course. As the members of the FPCC like to say, we want to make the “fear
of inaction greater than the fear of action”. It is our hope that the Members of this
Committee will continue to play a leadership role in urging oversight from all rel-
evant committees to ensure that energy efficiency and the implementation of renew-
able energy becomes and remains a front burner issue for all of the Federal govern-
ment.

Again, thank you for your continued support and the opportunity to testify today.

The CHAIRMAN. Thank you very much.
Mr. Schjerven, go right ahead.

STATEMENT OF ROBERT E. SCHJERVEN, CHIEF EXECUTIVE
OFFICER EMERITUS, LENNOX INTERNATIONAL, INC., ON BE-
HALF OF THE GAS APPLIANCE MANUFACTURERS ASSOCIA-
TION (GAMA), ARLINGTON, VIRGINIA

Mr. SCHJERVEN. Thank you, Mr. Chairman.

Mr. Chairman, members of the committee, my name is Bob
Schjerven. I'm the chief executive officer emeritus of Lennox Inter-
national, Incorporated. I have over 40 years of experience in the
heating, ventilation, air-conditioning, and refrigeration industry.
I'm speaking today on behalf of the Gas Appliance Manufacturers
Association, or GAMA.

GAMA is the national trade association for manufacturers of res-
idential and commercial furnaces, boilers, water heaters, other gas
and electric appliances, and oil-fired, as well.

GAMA’s members employ more than 190,000 workers across the
United States, and our members’ facilities are found in 43 of the
50 States. Speaking for Lennox, alone, we have major manufac-
turing facilities in several States, including Arkansas, South Caro-
lina, and Tennessee.

GAMA has been a strong supporter of energy efficient products,
and also an advocate for educating the public on the importance of
energy conservation and energy-saving appliances. GAMA has
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worked with State and national organizations to develop and main-
tain Federal standards and a national certification and enforce-
ment process for residential furnaces, boilers, water heaters, and
space heaters.

As a result of that broadbased support for national standards,
our country has been able to conserve a significant amount of en-
ergy. Now, S. 1115 would amend the law to authorize the DOE to
prescribe design requirements, consider new performance measure-
ments, and open the door to regional standards, breaking the suc-
cessful and productive agreement by environmentalists, the indus-
try, and the States.

Abandoning a single national uniform energy standard in favor
of up to three regional standards is not a move with which our in-
dustry can agree. While the majority of my comments today will
focus on section 202, GAMA has serious concerns with sections 201,
203, and 205, and I'll talk about these just briefly at the end of my
comments.

Today, enforcement of the national energy standards is directed
at the manufacturing level. Through DOE-approved certification
programs, we find that the standards are straightforward in order
to enforce and to maintain. A product that’s offered for sale in our
country that does not meet the Federal standard is unlawful on its
face, period. GAMA’s certification programs assist the DOE by
verifying products meet applicable Federal standards. If uniform
national standards are replaced by regional standards, then stand-
ards enforcement would have to shift to the retail level of the dis-
tribution chain. It’s difficult to imagine that the DOE would have
the resources to enforce standards at this level, and GAMA certifi-
cation programs would then be of little assistance to the DOE in
enforcing regional standards, since neither GAMA nor the manu-
facturers would have control over where the products are installed.

Faced with the potential for multiple regional standards, the
challenges of certification and enforcement, we feel, would be enor-
mous. Most of our products are sold to distributors, who, in turn,
sell to contractors, who, in turn, sell to consumers.

Once our products leave our warehouses, they are no longer
within our exclusive control. A regional or local enforcement infra-
structure would have to be created. What level of consistency could
we expect if the enforcement effort were then forced to be man-
dated down to State building departments which receive no addi-
tional compensation or manpower for such an undertaking?

The economic impact of regional standards to both the industry
and to consumers, we feel, should be seriously considered. Regional
standards will greatly increase the complexity of ongoing inventory
control and distribution procedures for manufacturers and whole-
salers, and, as stated previously, with no guarantee that a product
certified for one region would not find its way being installed in an-
other region.

Unable to absorb these increased costs, manufacturers and
wholesalers will be forced to increase the price of their products,
ultimately hurting U.S. consumers and reducing the energy-savings
opportunity.

To that point, in the face of increased costs for new higher-effi-
ciency equipment, it’s becoming clear that many consumers will
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choose to simply repair older, much-less-efficient appliances, rather
than buy the new, more-costly, more efficient appliances. We can
see evidence of this trend already under the new 13 SEER national
standard for residential air-conditioning systems. The cooling seg-
ment of our industry has seen a significant decrease in the demand
for new 13 SEER residential air-conditioning system coincide with
exactly with, at exactly the same time, an increase in the demand
for parts to repair the older, less-efficient systems that have been
installed for a number of years. As a result, older equipment that
uses more energy stays in use longer, rather than being replaced
by newer, higher-efficiency equipment.

Although, admittedly, it’s still early in our tracking of this trend,
what’s happening on the cooling side of our business, we feel, will
certainly occur for the heating side of our industry, as well.

Now, GAMA has some additional concerns with S. 1115. section
201 authorizes the DOE to prescribe design requirements in addi-
tion to performance standards for the full range of NAECA-covered
products. Section 203 directs the DOE to prescribe furnace fan effi-
ciency standards. While we’re confident that our engineering teams
can certainly meet new efficiency performance standards, prescrip-
tive requirements on design, or on specific components, we feel,
would effectively limit their ingenuity and innovation in doing so,
and at a time when meaningful technological innovation, we think,
is a critical global competitive advantage.

These proposed standards would also come at an added cost to
industry and to consumers. We feel strongly that any additional
authority that would be granted to the Department of Energy to
prescribe product design requirements should be limited to the
DOEFE’s adoption of consensus standards such as the new boiler re-
quirements that are contained in the bill.

Finally, section 205 allows Federal pre-emption to lapse where
the DOE has concluded that a national standard for subclass of a
federally covered product is not justified or cannot be rationally de-
termined. We feel this provision would unduly limit the DOE’s dis-
cretion and undermine the entire Federal standard system. We
strongly believe that the DOE should have exclusive authority to
regulate products which are covered by Federal law.

In conclusion, GAMA strongly supports the current system of
uniform national standards administered by the DOE, and we urge
Congress not to upset the delicate, balanced, and universally bene-
ficial agreement, that was embodied in NAECA, by opening the
door to regional standards.

Mr. Chairman, thank you very much for the opportunity to
present an executive summary of our views, and our full testimony,
of course, is being read into the record.

Thank you, sir.

[The prepared statement of Mr. Schjerven follows:]

PREPARED STATEMENT OF ROBERT E. SCHIJERVEN, CHIEF EXECUTIVE OFFICER EMER-
ITUS, LENNOX INTERNATIONAL INC., ON BEHALF OF THE GAS APPLIANCE MANUFAC-
TURERS ASSOCIATION, ARLINGTON, VIRGINIA

Mr. Chairman, Members of the Committee, I'm Robert Schjerven, chief executive
officer emeritus of Lennox International Inc. Through its subsidiaries, Lennox Inter-
national is a leading provider of climate control solutions for the heating, air condi-
tioning, and refrigeration markets around the world. I have over 40 years of experi-
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ence in the heating, ventilation, air conditioning and refrigeration industry. My com-
pany and my industry have asked me to discuss with you the “Energy Efficiency
Promotion Act of 2007,” S. 1115.

I am speaking on behalf of the heating appliance industry represented by the Gas
Appliance Manufacturers Association, or GAMA. GAMA is the national trade asso-
ciation for manufacturers of residential and commercial furnaces, boilers and water
heaters, and other gas, oil-fired and electric appliances. I had the pleasure of serv-
ing as the chairman of GAMA from 2000 to 2001. GAMA’s members employ more
than 190,000 workers across the U.S., and our members’ facilities are found in 43
of the 50 states. Speaking for Lennox alone, we have major manufacturing facilities
in several states including Arkansas, South Carolina, and Tennessee.

I'm confident you won’t find an industry more supportive of energy efficiency than
the U.S. heating appliance industry. GAMA, our industry’s collective voice, has been
a strong supporter of energy-efficient products and an advocate for educating the
public on the importance of energy conservation and energy-saving appliances.
GAMA was one of the principal proponents of the National Appliance Energy Act
of 1987 (NAECA). Over the following years to the present, GAMA has worked with
state and national organizations to develop and maintain federal standards and a
national certification and enforcement process for residential furnaces, boilers,
water heaters and space heaters. As a result of that broad-based support for na-
tional standards, our country has been able to conserve a significant amount of en-
ergy. Now, S. 1115 would amend the law to authorize the DOE to prescribe design
requirements, consider new performance measures, and open the door to regional
standards—breaking a successful and productive agreement by environmentalists,
the industry, and the states.

It is our understanding S. 1115 was intended as a legislative package composed
of consensus agreements on energy efficiency standards to demonstrate the concern
for energy conservation we all support, and the progress that can be made when
we all work together to arrive at an agreement that serves all our interests. I must
emphasize in the strongest possible terms: S. 1115 is not a consensus agreement.
Of particular concern is Section 202, allowing for regional energy efficiency stand-
ards. Abandoning a single national, uniform energy efficiency standard in favor of
up to three regional standards is not a move with which our industry can agree.
While the majority of my comments today will focus on Section 202, GAMA has also
expressed serious concerns with Sections 201, 203 and 205, which I will address
briefly near the end of my comments.

Today, enforcement of the national standards is directed at the manufacturing
level and, through DOE approved certification programs, standards are fairly simple
to enforce. A product offered for sale in our country that does not meet the federal
standard is unlawful on its face. GAMA’s certification programs assist the DOE by
verifying products meet applicable federal standards. If uniform national standards
were replaced by regional standards, standards enforcement would have to shift to
the retail level. It is difficult to imagine the DOE would have the resources to en-
force standards at this level, and GAMA’s certification programs would be of little
assistance to the DOE in enforcing regional standards, since neither GAMA nor
manufacturers have control over where products are installed.

Faced with the potential for multiple regional standards, the challenges of certifi-
cation and enforcement would be enormous. Most of our products are sold to dis-
tributors, who in turn sell to contractors, who in turn sell to consumers. Once our
products leave our warehouses, they are no longer in our exclusive control—without
any way for the manufacturer to guarantee a furnace certified for one region will
not somehow find its way to another. A regional or local enforcement infrastructure
would have to be created. Who would be the enforcers of multiple standards? How
would those enforcers be established and maintained, and at what cost? What level
of consistency could be expected if the enforcement effort were mandated down to
State building departments, which receive no added compensation or manpower for
such an undertaking?

The economic impact to both the industry and consumers should also be seriously
considered. Multiple standards will greatly increase the complexity of ongoing in-
ventory control and distribution procedures for manufacturers and wholesalers—
and, as stated previously, with no guarantee that a product certified for one region
will not find its way to another. Unable to absorb these increased costs, manufactur-
ers and wholesalers will be forced to increase the price of their products, ultimately
hurting U.S. consumers and reducing the energy savings opportunity.

In the face of increased costs for new higher-efficiency equipment, it is becoming
clear many consumers will choose to simply repair older, less efficient appliances
rather than buy new, more efficient ones. We can see evidence of this trend under
the new 13 SEER national standard for residential air conditioning systems. As pre-
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mium, higher efficiency products, 13 SEER systems mean a higher initial cost to
the consumer. Despite heavy industry efforts to promote the long-term energy sav-
ings of installing a higher efficiency system, the cooling segment of our industry has
seen a significant decrease in the demand for new 13 SEER residential air condi-
tioning systems, coinciding with an increase in the demand for parts to repair older
systems. As a result, older equipment that uses more energy stays in use longer,
rather than being replaced by newer, higher-efficiency equipment. Although it is
still early in our tracking of this trend, what is happening on the cooling side of
our business will occur to the heating side of our industry as well.

GAMA has additional concerns with S. 1115. Section 201 authorizes the DOE to
prescribe design requirements, in addition to performance standards, for the full
range of NAECA-covered products. Section 203 directs the DOE to prescribe furnace
fan efficiency standards. While we are confident our engineering teams can meet
new efficiency performance standards, prescriptive requirements on design or on
specific components would effectively limit their ingenuity and innovation in doing
so—and at a time when meaningful technological innovation is a critical global com-
petitive advantage. These proposed standards would also come at added cost to the
industry and to consumers. We feel strongly that any additional authority granted
to the DOE to prescribe product design requirements should be limited to DOE
a}?OIf)til(lm of consensus standards, such as the new boiler requirements contained in
the bill.

Finally, Section 205 allows federal preemption to lapse where DOE has concluded
that a national standard for a sub-class of a federally covered product is not justified
or cannot be rationally determined. I have already addressed our concerns over al-
lowing regional efficiency standards, and we have many similar concerns regarding
Section 205. This provision would unduly limit the DOE’s discretion and undermine
the entire federal standards system. We strongly believe the DOE should have ex-
clusive authority to regulate products covered by federal law.

I state with a great deal of pride our industry’s commitment to energy efficiency,
and to a single certifiable and enforceable national energy efficiency standard, is
second to none. Our industry works hard to produce products to suit every installa-
tion situation and consumer’s desires for the lowest possible operating costs. More-
over, we feel it is of the highest importance to make energy efficiency more easily
understandable and attractive to the public. We strongly support the current system
of uniform national standards administered by DOE, and urge Congress not to upset
the delicately balanced and universally beneficial agreement embodied in NAECA
by opening the door to regional standards.

Mr. Chairman, thank you for the opportunity to present the views of our industry
on energy efficiency, specifically S. 1115. I'm pleased to answer any questions you
or the Members might have, and of course the expertise of our industry through
GAMA is at your service to help you arrive at the appropriate decisions in this im-
portant matter. Thank you.

The CHAIRMAN. Thank you very much.
Mr. Prindle.

STATEMENT OF WILLIAM PRINDLE, ACTING EXECUTIVE DI-
RECTOR, AMERICAN COUNCIL FOR AN ENERGY EFFICIENT
ECONOMY (ACEEE)

Mr. PRINDLE. Good afternoon, Mr. Chairman, members of the
committee. Thank you for inviting me here today.

My name is Bill Prindle, acting executive director of the Amer-
ican Council for an Energy Efficient Economy, more usually pro-
nounced “A-C-Triple E.” We’re a national nonprofit organization
that focuses specifically on energy efficiency as a national energy
policy priority.

I also, parenthetically, want to thank Lennox for developing the
Lennox pulse furnace in the 1980’s. I've had one in my basement
for 18 years, and it’s going great guns. So, thank you for that.

[Laughter.]

Mr. SCHJERVEN. You're welcome.

Mr. PRINDLE. My theme for today is that energy efficiency is,
more than ever, the first fuel in our race for clean and secure en-
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ergy. Efficiency is the first fuel, not just because it’s the fastest to
deploy, or the least expensive, or the most abundant resource; it’s
the first fuel, because if we want to deploy clean and domestic en-
ergy sources, we first have to curb the growth in our energy de-
mand, if we want to have a hope of bringing enough of those re-
sources to market.

Efficiency is already a major force in our economy. Some recent
analysis we’ve done indicates that we, as Americans, currently
spend somewhere in the neighborhood of $200 billion a year on en-
ergy-efficient products and services. That’s a lot of money. In fact,
it’s more than the entire amount we spend in the same period of
time on all our energy supply investments, everything from power
plants to pipelines and refineries. So, the demand side of our en-
ergy economy is actually larger than the supply side; it’s just invis-
ible, because it’s hidden inside of millions of appliances and build-
ing systems and vehicles and so on.

Even though efficiency is a large economic force today, it could
be a substantially larger contributor to our economy. We estimate
as much as another $200 billion of annual spending could be gen-
erated with cost-effective investment. But, because we do have sub-
stantial market barriers that are large and persistent, and because
we have regulatory obstacles, particularly in the utility sector, it’s
going to take substantial new policy commitments to mine this
unique resource that we have in our country.

We commend the committee for bringing forth the Energy Effi-
ciency Promotion Act as among its first orders of business for this
Congress. We support the Act’s overall goals and provisions. Of
course, we also have a few recommendations for some revisions and
additions.

Titles 1 and 2 focus primarily on lighting and appliance stand-
ards. This is one of our specialties. We support the several con-
sensus-based standards for a number of products that are in the
bill, continuing on the tradition that the committee started in the
Energy Policy Act of 2005. Title 2 also contains some provisions we
think are important for the committee to consider, to enhance the
Department of Energy’s ability to set the best possible energy effi-
ciency standards for the country.

Among these provisions are, in section 201, to allow more than
one energy efficiency metric to be used in the setting of a standard.
Experience has shown us that it makes sense to do this in many
cases. In fact, one of the consensus agreements in the bill for resi-
dential boilers does include more than one energy efficiency metric.
The Department of Energy told us they couldn’t take it as written,
because it didn’t comport with their interpretation of the law, so it
would help if the committee and Congress could clarify that.

We do support regional standards for certain kinds of heating
and cooling equipment. DOE has been unable, in its interpretation
of the law, to do this in the past, even when it would like to do
so. The recent notice of proposed rulemaking on furnaces contained
essentially an open invitation from the Department for States to
bring forward applications for waivers of pre-emption. DOE basi-
cally said, “We understand that the cold States need high-efficiency
furnaces, so please apply for waivers.” However, we think that
would be an undesirable situation. It would result in a patchwork
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of, “This State has it, that State doesn’t.” We think it would be
easier if Congress authorized DOE to predetermine which regions
would get the higher-efficiency equipments. There is a precedent in
Federal law for doing this. Currently, standards for manufactured
housing are set nationally, but applied regionally, and enforced at
the State and local level. So, we think this can be managed
through labeling and other established methods.

There’s a provision to clarify the intent of the law regarding Fed-
eral pre-emption of State appliance efficiency standards. While I
think we all agree that the preference is for one set of pre-emptive
Federal standards, this section simply makes it crystal clear where
the line can be drawn, so that States’ rights in this matter are not
infringed. The history of appliance standards in this country over
the last 30 years contained chapter after chapter in which State
initiative was the key to getting Federal standards to occur. So, if
the Federal Government wants appliance standards to continue to
progress, it needs to leave States’ rights intact.

We also support section 206’s requirement for labeling of con-
sumer electronic equipment. In our analysis, this whole class of
consumer electronics is the fastest-growing energy use in the aver-
age house. It doesn’t take a genius to see that.

One recent estimate is that if you connect the high-end TV and
home entertainment system, you can easily generate the energy
consumption of several refrigerators. So, this is an important issue.

In title 4, the bill takes important steps to set national energy
efficiency savings goals. We support those goals, particularly within
the oil savings requirements in section 401. We would recommend
that fuel economy be specifically called out. In our estimate, it’s
quite possible, and cost-effective, to save 12 billion gallons of fuel
through fuel economy in 2017, 45 billion gallons of gasoline in 2025
through fuel economy, and 68 billion gallons in 2030.

We also recommend, in the general context of title 4, that an en-
ergy efficiency resource standard be set for the United States. I
know this issue has come up before this committee before. We sim-
ply reiterate this is an important issue if we want to make a dent
in the many problems we face in the electricity sector. Several
States have taken steps in this direction. But we need a national
standard if we’re going to really ramp up progress in this essential
area.

One way we would invite the committee to look at this is that
an efficiency resource standard for the country can be Congress’s
best downpayment on carbon emissions in the utility sector, be-
cause a carbon cap-and-trade system, which may be under the pur-
view of another committee, is not, by itself, going to generate en-
ergy efficiency investment.

The appliance standards in this bill could save 50 billion kilowatt
hours. A national efficiency resource standard could save more
than 400 billion kilowatt hours, more than eight times what the
standards are doing. So, it’s important to look at.

Finally, I just wanted to touch on the Federal leadership require-
ments in title 5. We support, in particular, section 505, the analysis
of mine heat and power sites, and we would urge Congress to start
with the capital power plant, which currently generates no elec-
tricity. If the capital power plant were simply converted to a com-
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bined heat and power system, the net energy efficiency of
Congress’s energy supply could be more than doubled through that
one project. So, we’d strongly urge you to take a look at that.
I'll stop now, and turn the mike over to my colleague to the left.
[The prepared statement of Mr. Prindle follows:]

PREPARED STATEMENT OF WILLIAM PRINDLE, ACTING EXECUTIVE DIRECTOR,
AMERICAN COUNCIL FOR AN ENERGY-EFFICIENT EcoNOMY (ACEEE)

SUMMARY

Introduction

Energy efficiency is the “first fuel” in America’s race for a clean and secure energy
future. Energy efficiency has saved consumers and businesses trillions of dollars in
the past three decades, including more than half a trillion dollars in 2006 alone.
These efforts should now be accelerated in order to:

Save American consumers and businesses even more money;

Change the energy supply and demand balance to reduce energy prices;
Decrease America’s addiction to oil, particularly oil imports;

Strengthen our economy (since energy savings generate American jobs and cap-
ital investment); and

. Reduc}el: the risks of global warming by moderating carbon dioxide emissions
growth.

The Urgency and the Opportunity for Efficiency Policy

America’s greatest energy challenges—energy security and global warming—are
converging to force historic changes in U.S. energy and environmental policy. Our
growing dependence on imported oil and natural gas, combined with high and vola-
tile fuel prices threaten both our economic health and our geopolitical strength. The
recent IPCC Fourth Assessment reports on the growing evidence of climate change,
coupled with the Supreme Court’s recent decision that carbon dioxide is a pollutant
regulated under the Clean Air Act, increase the urgency and clarify the legal basis
for national policy action to reduce greenhouse gas emissions.

Energy efficiency is the one resource that addresses both the energy security and
climate challenges, while enhancing economic prosperity. Domestic energy supplies
with low carbon content will take time to develop; but we can start now to accel-
erate efficiency investment, which will enable low-carbon domestic supplies to begin
reducing energy imports and carbon emissions. If we do not use efficiency as the
“first fuel” in the race for clean and secure energy, clean energy supply technologies
may not be able to be deployed fast enough to meet runaway energy demand.

ACEEE research shows that new energy efficiency policy initiatives could make
a big difference on the energy security and global warming fronts. For example:

e A 2005 ACEEE analysis found that reducing natural gas use by about 4% over
five years could reduce natural gas prices by over 20%. Reducing demand for
oil and for refined petroleum products is also likely to reduce prices.

e A 2006 ACEEE study finds that we can reduce U.S. oil use by more than 5 mil-
lion barrels per day by 2020. That’s equivalent to almost doubling current U.S.
oil production—which no serious petroleum expert views as possible. Improve-
ments to passenger vehicles account for more than 3 million barrels per day of
savings, but more than 2 million barrels per day of savings are available in the
residential, commercial, and industrial sectors, and in heavy vehicles and air-
planes.

e Another 2006 ACEEE study found that the Regional Greenhouse Gas Initiative
(RGGI) cap and trade system for power-sector carbon dioxide emissions in the
northeastern U.S. can have a positive impact on the regional economy provided
increa&ed energy-efficiency policy commitments are 