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STRATEGIC PETROLEUM RESERVE DISCUS-
SION DRAFT AND TITLE IV ENERGY EFFI-
CIENCY

THURSDAY, APRIL 30, 2015

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ENERGY AND POWER,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:16 a.m., in room
2322 of the Rayburn House Office Building, Hon. Ed Whitfield
(chairman of the subcommittee) presiding.

Members present: Representatives Whitfield, Olson, Barton,
Shimkus, Latta, Harper, McKinley, Kinzinger, Johnson, Long,
Ellmers, Flores, Mullin, Hudson, Rush, McNerney, Tonko, Engel,
Green, Doyle, Sarbanes, Loebsack, and Pallone (ex officio).

Staff present: Nick Abraham, Legislative Associate, Energy and
Power; Charlotte Baker, Deputy Communications Director; Will
Batson, Legislative Clerk; Allison Busbee, Policy Coordinator, En-
ergy and Power; Patrick Currier, Counsel, Energy and Power; Tom
Hassenboehler, Chief Counsel, Energy and Power; Brandon Moon-
ey, Professional Staff Member, Energy and Power; Caitlin
Haberman, Democratic Professional Staff Member; Rick Kessler,
Democratic Senior Advisor and Staff Director, Energy and Environ-
ment; and John Marshall, Democratic Policy Coordinator.

OPENING STATEMENT OF HON. ED WHITFIELD, A REPRESENT-
ATIVE IN CONGRESS FROM THE COMMONWEALTH OF KEN-
TUCKY

Mr. WHITFIELD. Today the committee is going to continue its
work on the discussion draft of our energy bill that we have been
working on with the Democrats. We began the dialogue last week
with a hearing on the energy work force title to the bill, and today
we are going to be focusing on the Strategic Petroleum Reserve and
the energy efficiency part of the legislation.

The current debate over the SPR is a familiar one to those who
have witnessed how America’s dramatically changing energy land-
scape has rendered many existing policies out of date. The Stra-
tegic Petroleum Reserve was created under the Energy Policy and
Conservation Act of 1975, and has since served as an insurance
policy in the form of an emergency stockpile of oil. However, much
has changed over the last 40 years, and there is bipartisan agree-
ment that we are overdue to update the SPR to reflect the needs
of 2015 and beyond.
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One of the problems that we are having, of course, relates to in-
frastructure issues associated with the SPR. Specifically, the oil
boom is underway near the SPR’s location in Louisiana and Texas,
and is already stretching the local infrastructure to its limits. This
raises questions whether there is sufficient infrastructure available
to successfully draw down the SPR in the case of an emergency.
DOE and others have found that the 40 year old stockpile is in a
poor state of repair, raising doubts about whether it is ready to be
utilized in a timely and efficient manner. There are also questions
about the legal trigger tapping the SPR, and whether it constrains
the President from anticipating problems justifying a release. So
we are going to be looking at lot at the SPR, and we appreciate our
witness here today, who will address that issue.

The bill also will contain a number of energy efficiency provi-
sions. Many of them certainly deal with the way the Federal Gov-
ernment, by far the nation’s largest energy user, can do more for
less. This includes provisions that would certainly emphasize the
importance of energy savings performance contract for Federal fa-
cilities. There are also requirements for DOE to look into potential
energy savings from Federal data centers, and through the use of
thermal insulation, as well as other ideas that may help reduce
Federal energy expenditures.

So we have two panels of witnesses this morning. On the second
panel I think we have five or six witnesses. The first we have our
guest from the Federal Government, who I will introduce in just a
minute, but with that, I will yield back the balance of my time.

[The prepared statement of Mr. Whitfield follows:]

PREPARED STATEMENT OF HON. ED WHITFIELD

Today, this subcommittee continues its work on the discussion draft of our bipar-
tisan energy bill. We began the dialogue last week with a hearing on the energy
workforce title to the bill. And now, we move on to the provisions dealing with the
Strategic Petroleum Reserve (SPR) and energy efficiency.

The current debate over the SPR is a familiar one to those who have witnessed
how America’s dramatically-changed energy landscape has rendered many existing
policies out of date. The SPR was created under the Energy Policy and Conservation
Act of 1975, and has since served as an insurance policy in the form of an emer-
gency stockpile of oil. However, much has changed over the last 40 years, and there
is bipartisan agreement that we are overdue to update the SPR to reflect the needs
of 2015 and beyond.

For one thing, fears of increased dependence on oil from unfriendly producers and
unstable regions has been replaced by the reality of growing American production
as well as rising imports from Canada. The risk remains of a supply disruption ne-
cessitating an SPR release, but the nature and extent of the risk has changed.

In addition, as noted in the Department of Energy’s recent Quadrennial Energy
Review, there are many infrastructure issues associated with the SPR. Specifically,
the oil boom is underway near the SPR’s locations in Louisiana and Texas and is
already stretching the local infrastructure to its limits. This raises questions wheth-
er there is sufficient infrastructure available to successfully draw down the SPR in
an emergency. Further, DOE and others have found that the 40-year old stockpile
is in a poor state of repair, raising doubts about whether it is ready to be utilized
in a timely and efficient manner. There are also questions about the legal trigger
for tapping the SPR and whether it constrains the President from anticipating prob-
lems justifying a release.

The SPR provisions in the discussion draft require DOE to conduct a strategic re-
view of the SPR with an eye towards reforming the program for the near and long-
term. This review will address issues about the proper size, configuration, and loca-
tion of the SPR, as well as any necessary repairs and infrastructure additions to
the system. It will also explore potential legal changes regarding what triggers an
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SPR release. This review will help Congress as we consider the next steps in updat-
ing the nation’s emergency oil stockpile.

The bill also contains a number of energy efficiency provisions. Many of them deal
with ways for the federal government, by far the nation’s largest energy user, to do
more with less. This includes provisions that would help expand the use of energy
savings performance contracts for federal facilities. There are also requirements for
DOE to look into potential energy savings from federal data centers and through
the use of thermal insulation, as well as other ideas that may help reduce federal
energy expenditures. It also eliminates the potentially costly and unrealistic re-
quirement that federal buildings use no fossil fuel generated energy by 2030.

The draft bill also contains measures affecting the private sector, which has been
the source of most energy efficiency breakthroughs over the years. This includes
greater legal certainty for the Energy Star program, the inclusion of Smart Grid ca-
pability on Energy Guide labels, and voluntary verification programs for several ap-
pliances. It also clarifies DOE’s role in setting model building codes, and prevents
a proposed residential gas furnace efficiency standard from being finalized until the
agency gathers more evidence on whether it is technologically feasible and economi-
cally justified.

Both SPR and energy efficiency are two topics on which we should be able to
agree on the path forward. I look forward to a discussion on these critical compo-
nents of our energy bill.

[The discussion draft of the Strategic Petroleum Mission Readi-
ness Plan is available at: http://docs.house.gov/meetings/IF/
IF03/20150430/ 103401 /BILLS-114pih-
Strategicpetroleumreservediscussiondraft.pdf.]

[The discussion draft of Title IV—Energy Efficiency and Account-
ability is available at: http://docs.house.gov/meetings/IF [IF03/
20150430/103401 / BILLS-114pih-
TitleIVenergyefficiencyandaccountabilitydiscussiondraft.pdf.]

Mr. WHITFIELD. Mr. McNerney, are you going to be making a
statement for your side, or is Mr. Rush going to

Mr. McNERNEY. Thank you, Mr. Chairman. No, I don’t have a
prepared statement at this point.

Mr. WHITFIELD. Sorry?

Mr. MCNERNEY. I don’t have a prepared statement——

Mr. WHITFIELD. OK. All right. Is there anyone else on our side
that would like to make a statement this morning? OK. I will tell
you what we will do, when Mr. Rush gets here, we will give him
an opportunity to make an opening statement. But, at this time,
I would like to introduce our only witness on the first panel, and
that is Christopher Smith, who is the Assistant Secretary for Fossil
Energy at the Department of Energy.

Mr. Smith, thank you very much for being with us again, and I
would like to recognize you for 5 minutes for your opening state-
ment. So be sure the microphone is on, and, as you know, the red
light will come on when your 5 minutes is up, so thank you very
much.

STATEMENT OF CHRISTOPHER A. SMITH, ASSISTANT
SECRETARY FOR FOSSIL ENERGY, DEPARTMENT OF ENERGY

Mr. SmITH. Well, thank you very much, Mr. Chairman, for giving
me the opportunity to appear before this Committee. Chairman
Whitfield, Ranking Member Rush, and members of the Committee,
it is my pleasure to appear before you today to discuss the Stra-
tegic Petroleum Reserve. The Strategic Petroleum Reserve provides
strategic and economic security against foreign and domestic dis-
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ruptions in the oil supply by an emergency stockpile of crude oil.
It also fulfills United States obligations under the International
Energy Program, which avails the United States of International
Energy Agency assistance through its Coordinated Energy Emer-
gency Response Plan.

As you know, earlier this month the Department announced the
award of contracts for the purchase of crude oil sold during last
year’s sale. Under terms of these contracts, which were funded by
the $239 million in receipts from the test sale, BP Products North
America and Noble Americas will deliver more than two million
barrels to the reserve’s Bryan Mound site in Freeport, Texas. Deliv-
eries are expected to be completed by July 31.

I would like to elaborate on the 2014 test sale, because it did a
couple of important things. First, it resulted in the delivery of near-
ly five million barrels of crude oil over a 47 day period, and brought
in more than $460 million in receipts. A portion of those receipts
was used to fund the Northeast Gasoline Supply Reserve, which
was established as a result of Superstorm Sandy in 2012. This re-
serve consists of one million barrels of government owned gasoline
stored in three locations in the Northeast. At the same time, the
test sale evaluated drawdown and sales procedures, and validated
the operational capability to draw down the Strategic Petroleum
Reserve.

I would like to talk about that drawdown capability for a mo-
ment. The Strategic Petroleum Reserve is a network of 60 oper-
ational caverns at four sites in Louisiana and Texas, with a total
design capacity of 713 million barrels of crude oil, and currently
holding 691 million barrels available for release in the event of a
supply disruption. The infrastructure and equipment to support
drawdown, including storage caverns and well bores, is both large
and complex. This aging infrastructure, which has performed capa-
bly to meet every emergency release throughout the SPR’s history,
requires progressive—requires progressively more maintenance
every year, and is in need of modernization.

With regard to modernization, the Department has initiated
work on a comprehensive long term strategic review of the Stra-
tegic Petroleum Reserve in response to changing market and en-
ergy security dynamics. This review will be guided by the rec-
ommendations contained in reports conducted by the GAO and the
Department’s Inspector General. It will also be informed by the rec-
ommendations from the Administration’s recently released quad-
rennial energy review.

The QER underscores the Administration’s support for an effec-
tive Strategic Petroleum Reserve modernization program that
would address infrastructure issues, and reflect current market
and energy security concerns. Specific recommendations include in-
vesting as much as $2 million to increase the incremental distribu-
tion capacity of the Strategic Petroleum Reserve, and implementing
a life extension program for key Strategic Petroleum Reserve com-
ponents, including surface infrastructure and additional brine drive
caverns. The QER also recommends that Congress update the Stra-
tegic Petroleum Reserve’s release authorities in the Energy Policy
and Conservation Act to expressly include disruptions in the global
oil market as release triggers to revise release requirements. Fi-
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nally, the QER recommends the integration of the President’s au-
thorities to release products from the refined petroleum product re-
serve into a single unified authority. These release authorities
should be tailored to the purpose of a product reserve, which may
differ in some respects from the purposes of a crude oil reserve.

With that, Mr. Chairman, I would be happy to answer any ques-
tions that the subcommittee may have.

[The prepared statement of Mr. Smith follows:]
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Statement of Christopher Smith
Assistant Secretary for Fossil Energy
U.S. Department of Energy

Before the

Subcommittee on Energy and Power
Committee on Energy and Commerce
U.S. House of Representatives

Strategic Petroleum Reserve

Aprit 30, 2015

Chairman Whitfield, Ranking Member Rush, and Members of the Committee, it is my pleasure
to appear before you today to discuss the Department of Energy’s (DOE) Strategic Petroleum
Reserve (SPR).

SPR Background

The SPR provides strategic and economic security against foreign and domestic disruptions in oil
supplies via an emergency stockpile of crude oil. It also fulfills U.S. obligations under the
International Energy Program, which avails the U.S. of International Energy Agency assistance
through its coordinated energy emergency response plans, and provides a defense against energy
supply disruptions.

The SPR is a network of 60 operational caverns at four storage sites in Louisiana and Texas, with
a total design capacity of 713.5 million barrels and 115 operational wellbores. 1t currently holds
691 million barrels of crude oil available for release in the event of a petroleum supply
disruption. The SPR caverns are connected to three distribution networks—Seaway, Texoma,
and Capline—that distribute SPR oil through pipelines and marine terminals to Gulf Coast
refineries, inland refineries, and refineries on the East and West Coasts. Cavern operating costs
are less than $0.25 per barrel per year, which are the Jowest costs among oil stockpiling
countries.

The infrastructure and equipment to support a drawdown across the SPR is both large and
complex. In addition to the storage caverns and wellbores, these include:

* 16 above ground storage tanks holding crude oil, waste oil, and firefighting water;



7

o 80 pumps for crude oil, brine, raw water, and firefighting systems;

* 33 heat exchangers; 21 brine disposal wells;

* A crude oil degasification plant;

¢ More than 5,400 valves; and

o Over 200 miles of crude oil, brine disposal, and raw water pipeline that must be
maintained.

Much of this aging infrastructure, which has performed capably to meet every emergency release
throughout the SPR’s history, is at the end of its design life and life extension investments will
be needed in the near future.

Program Highlights

In 2014, the SPR performed an operational Test Sale that was conducted to evaluate the
drawdown and sales procedure capabilities of the Reserve in the Texoma distribution system,
which has been impacted due to significant changes in domestic crude oil production, increased
imports of Canadian crude oil, and changes to crude oil distribution infrastructure upon which
the SPR relies. The SPR completed delivery of 4,998,146 barrels of crude oil over a 47 day
period, resulting in $468,564,599 in receipts. The Test Sale was successful in evaluating the
drawdown and sales procedures, and validated the operational capability to drawdown the SPR.
In particular, it identified a need to conduct analyses of potential commercial infrastructure
investments and options to ensure future marine distribution capability of the SPR.

A portion of the receipts from the Test Sale ($227,744,500) was used to fund the requirements of
the Northeast Gasoline Supply Reserve (NGSR). The NGSR was established as a result of
Superstorm Sandy in 2012, It consists of one million barrels of government-owned gasoline
ready for blending with ethanol and stored in leased commercial storage terminals at three
locations in the Northeast U.S.: 700,000 barrels are stored in the New York Harbor area at two
separate locations; 200,000 barrels are stored at a terminal in Revere, Massachusetts; and
100,000 barrels are stored at a terminal in South Portland, Maine.

The NGSR, which became operational in August 2014, remains at full readiness and prepared for
an emergency drawdown at the direction of the President.

On April 9, 2015, in compliance with section 161(g)(6) of the Energy Policy and Conservation
Act of 1975 (EPCA), the Department announced the award of contracts for the repurchase of
crude oil sold during the 2014 Test Sale. Under terms of the contracts, which were funded by
$239.2 million in receipts from the sale, BP Products North America, Inc. will deliver 2,197,500
barrels and Noble Americas will deliver 2,000,000 barrels to the Reserve’s Bryan Mound site in
Freeport, Texas. Deliveries are expected to be completed by July 31, 2015.



SPR Modernization

The SPR remains an important protection against serious oil supply disruptions and the
associated price increases in domestic petroleum and petroleum products. However, the global
environment in which it operates has changed markedly since its creation in the 1970s. At that
time, the mission of the SPR was to avoid “national energy supply shortages” (i.e., a loss of
supply to U.S. refineries). Today, the impacts of an overall supply disruption of global oil
markets would have the same effect on domestic petroleum product prices, regardless of U.S. oil
import levels or whether or not U.S. refineries import crude oil from disrupted countries.

In response to these changing dynamics, the Department has initiated work on a comprehensive
long-term strategic review of the SPR. The review will examine future SPR requirements
regarding the size, composition, and geographic location of the Reserve; and determine the
impact of these requirements on future SPR surface, below-ground, and distribution
infrastructure. This review will be informed by the recommendations contained in final review
reports' on the SPR conducted by the Government Accountability Office (GAO) and the
Department of Energy’s Inspector General (1G) Office. It will also be informed by the
recommendations contained in the Administration’s recently-released Quadrennial Energy
Review (QER). Analytical methodology will be consistent with the requirements of OMB
Circular A-94.

Related QER Recommendations

The QER underscores the need for an effective SPR modernization program that reflects current
global oil markets, U.S. market conditions, the nature of energy security in an interconnected
world, and addresses SPR distribution infrastructure and life extension of key SPR infrastructure
components. It outlines a program that would address physical infrastructure issues and revise
the statutory basis for releasing the SPR. Addressing these issues will ensure the maximum
readiness of the SPR to meet the Nation’s strategic petroleum requirements during a disruption.
Specific recommendations include the following™:

Invest to optimize the SPR’s emergency response capability: DOE should make investments

to optimize the ability of the SPR to protect the U.S. economy in an energy supply emergency. It
is anticipated that $1.5-$2.0 billion is needed to increase the incremental distribution capacity of
the SPR by adding dedicated marine loading dock capacity at the Gulf Coast terminus of the SPR

t Reports:

The Department of Energy inspector General. “Audit Report: The Strategic Petroleum Reserve's Drawdown
Readiness.”july 2014. http://energy.gov/sites/prod/files/2014/07/f17/DOE-1G-0916 pdf

U.S. Government Accountability Office. “Changing Crude Oil Markets: Aowing Exports Could Reduce Consumer

Fuel Prices, and the Size of the Strategic Reserves Should Be Reexamined.” September 2014,
http://www.gao.gov/products/GAQ-14-807.
? http://energy.gov/sites/prod/files/2015/04/122/QER%20ch4%20final 0.pdf

3
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distribution systems, as well as undertaking a life extension program for key SPR components,
including surface infrastructure and additional brine-drive caverns. This work should be
preceded by DOE analyzing appropriate SPR size and configuration and carrying out detailed
engineering studies.

Update SPR release authorities to reflect modern oil markets: Congress should update the
SPR release authorities in EPCA to make them more flexible. EPCA’s definition of a “severe
energy supply interruption” should expressly include criteria focused specifically on disruptions
in the global oil market, regardless of whether they resulted in a loss of oil imports to the United
States. In addition, the requirement that a severe increase in the price of petroleum products has
resulted from such emergency situation should be changed to a requirement that a severe price
increase will likely result from such emergency situation.

Support other U.S. actions related to energy security infrastructures that reflect a broader
and collective view of energy security: The U.S. should continue to consult with allies and key
energy trading partners on energy security issues, as well as support actions related to energy
infrastructures that are consistent with U.S. interests and G-7 principles on energy security.

To ensure the strongest possible response to regional supply disruptions and vulnerabilities, the
QER includes a recommendation to integrate the authorities of the President to release products
from the Northeast Home Heating Fuel Reserve and the Northeast Gasoline Supply Reserve into
a single, unified authority. These release authorities should be aligned and should be tailored to
the purposes of a product reserve, as opposed to a crude oil reserve. >

Mr. Chairman, and members of the Committee, this completes my prepared statement. [ would
be happy to answer any questions you may have at this time.

® hitp://energy.gov/sites/prod/fites/2015/04/f22/QER%20ch2%20final_1.pdf




10

Mr. WHITFIELD. Mr. Smith, thank you very much, and at this
time I would like to recognize Mr. Rush for his opening statement.

OPENING STATEMENT OF HON. BOBBY L. RUSH, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. RusH. I want to thank you, Mr. Chairman, and, Mr. Chair-
man, I want to welcome our esteemed witness. Thank you for hold-
ing this hearing today on two very important, but yet completely
unrelated issues, the SPR and the energy efficiency standards.

Mr. Chairman, I agree with the underlying assumption that it is
time to engage in a comprehensive review of the SPR, which was
originally authorized under the Energy Policy and Conservation
Act of 1975 in order to reduce the domestic impact of a disruption
in supplies of petroleum products due to unforeseen or unavoidable
circumstances. And I commend Secretary—for initiating the proc-
ess to conduct a comprehensive review of the SPR, following both
in July 2014 DOE Office of Inspector General report, and the GAO
office study issued in September of last year, recommending that
the Department do so.

Mr. Chairman, circumstances have changed significantly since
the SPR was established back in the 1970s, so it makes sense to
examine future SPR requirements regarding size, composition, and
geographic location to make sure that the country is better suited
to deal with any potential and future disruptions. Additionally,
what little funding comes from—I think it also behooves us to con-
sider the resources necessary to operate the SPR, and to ensure its
long term sustainability in order to preserve the infrastructure and
the maintenance of these sites.

Mr. Chairman, as for the other panel, regarding a completely dif-
ferent topic, I must say that I hope that we will hold an additional
hearing on DOE energy efficiency standards, where members will
have an opportunity to hear from the agency in a direct manner.
While engaging industry and other stakeholders as we will do
today should be a part of the process, that should not preclude hav-
ing agency officials come before this Committee to inform members
on the reasoning, and the justification, behind promulgating the
very standards that are under discussion.

Mr. Chairman, many of the energy efficiency measures contained
in the draft bill are non-controversial, and are bipartisan in nature,
such as Section 4114, which modifies the definition of renewables
to include thermal energy under the Federal renewable energy pur-
chase requirements established in Section 203 of EPAC 2005. This
language represents an example of DOE, industry, and energy effi-
ciency advocates all working together to come up with a legislative
fix that all sides have agreed to.

However, there are other provisions, similar provisions, as a mat-
ter of fact, of this bill that are not bipartisan, and do not reflect
agreement on the part of the various stakeholders. For instance,
Section 4115, which would repeal a key portion of Section 433 of
the Energy Independence and Security Act, the provision that re-
quires Federal buildings to be designed to result in decreased con-
sumption of fossil fuels by 2013, is one section, among others, that
we will definitely have to examine further and continue to work on
before we reach bipartisan consensus.



11

Mr. Chairman, as this is only a discussion draft, and will under-
go significant changes, I am satisfied with engaging today’s expert
witnesses so that we may be better informed on how to improve
this draft as we move forward through the legislative process. But,
Mr. Chairman, we need to have additional hearings and additional
work. I know that you will agree with me, Mr. Chairman. With
that, I yield back the balance of my time.

Mr. WHITFIELD. Gentleman yields back the balance of his time,
and at this point, Mr. Smith, we once again thank you for your
statement, and I will recognize myself for 5 minutes for questions.

Back in 2014, GAO issued a report entitled “The Changing Crude
Oil Markets”, allowing exports has price and other implications,
and the size of the strategic reserve should be re-examined. In the
letter that you had sent to us, you indicated that DOE has initiated
the process for conducting a comprehensive re-examination of the
appropriate size of the SPR in light of current and future market
conditions. I was just curious, what is the status of that review,
and do you have a timetable of when you all might complete that?

Mr. SMITH. Well, thank you very much, Mr. Chairman, for the
question. So indeed, we think it is very important to undertake a
comprehensive strategic review, which I believe is the position of
the Committee, and we have already started that process. As we
know, and as was noted in your statement, there are many factors
that have changed since the Strategic Petroleum Reserve was ini-
tially created in the ’70s. So our comprehensive review is looking
at a very wide range of issues. Looking at modernization, looking
at distribution capability, looking at issues that are driven by the
appropriate size of the reserve.

So we are already started on that process, we are working on
that, and we believe that the total review will take several months
to complete, towards a year for the culmination of that report.

Mr. WHITFIELD. Are you personally concerned—I talked a little
bit about the infrastructure issue, and because of the shale boom,
and the capacity limitations that we have, are you concerned at all
about the infrastructure aspect of this?

Mr. SmiTH. Well, I am, Mr. Chairman. One note, I imagine that
our team who is managing this process would bristle at the charac-
terization of the SPR being in a poor state of repair. I think we
have got a tremendous team that is doing all the things that they
need to do to make sure that the SPR is ready. And, indeed, every
time we have had a test sale, or we have had to use the SPR, that
team has performed admirably.

That said, it is an aging asset. We have well bores that have
been in place for decades. And as you drill into these salt struc-
tures, they move over time, and it causes issues. So not only are
we concerned about ensuring that we are funding this in a way
that allows it to keep up with deferred maintenance, but also many
infrastructure issues, such as the direction of the pipelines, the in-
flow of crude, the types of crude that are coming into the refineries
in the Gulf of Mexico has changed, and we think it is important
for us to consider all these things. So we think these, you know,
we agree with the Committee’s conclusion that these are critical
things to study and analyze.
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Mr. WHITFIELD. I think you had indicated there is something like
691 million barrels of crude oil, in storage.

Mr. SmITH. Right.

Mr. WHITFIELD. Is most of that heavy sour crude, or is there
light sweet as well?

Mr. SMITH. So we have got a total of 691 million barrels of crude
in storage right now. That is split between sweet and sour, so we
have got approximately 260 million barrels of sweet. We have
about 430 million barrels of sour, so we have a split between——

Mr. WHITFIELD. Yes.

Mr. SMITH [continuing]. Sweet and sour.

Mr. WHITFIELD. And do you happen to know the number of gal-
lons of crude that are in public storage in our country today?

Mr. SMITH. I don’t have that number off the top of my head, Mr.
Chairman.

Mr. WHITFIELD. I was told that it was in the neighborhood of 500
million barrels. Does that sound right to you, or have you heard
about

Mr. SMITH. That might be a reasonable number, Mr. Chairman.
I don’t know what the figure is off the top of my head.

Mr. WHITFIELD. OK. Well, thank you very much. And, Mr. Rush,
you are recognized for 5 minutes.

Mr. RusH. I want to thank you, Mr. Chairman. Secretary Smith,
in your testimony you stated that the SPR is a network of 60 oper-
ational—at four storage sites in Louisiana and Texas, with a de-
signed capacity of 713.5 million barrels, and 115 operational well
bores. I would imagine that these facilities see a lot of wear and
tear over the years, and require quite a bit of upkeep and mainte-
nance. What is the state of these facilities, and how are they main-
tained? Is there a funding stream dedicated to the upkeep and
maintenance of these facilities? And what can we, as members of
Congress, do to assist you in maintaining these facilities?

Mr. SmiTH. Well, thank you very much, Ranking Member Rush,
for that question. We request appropriation every year that we use
to maintain the SPR, and ensure that the Strategic Petroleum Re-
serve is ready for a drawdown. In our budget request that the
President recently released, we did ask for a total of $257 million
for the Strategic Petroleum Reserve, which was an increase over
budget requests in previous years. I guess the marks we are seeing
right now would result in a $45 million decrease in the amount
that we requested, which does impact our ability to tackle some of
the deferred maintenance that we think is important.

As T briefly noted, some of these well bores are 20, 30 years old.
As you are drilling through the cap rock, and into these caverns,
you do have movement over time that compromises the well bores.
There are lots of above ground issues that you have to deal with
to ensure that all of your pumps, your compressors, your valves,
corrosion issues are taken care of. So it is our intent to ensure that
we are chipping into some of this deferred maintenance backlog,
and, indeed, that was reflected in the request that we made in this
budgeat submission and the Congressional justification that we sub-
mitted.

So we do have a plan to ensure that we are ready to execute.
Historically we have always been able to accomplish the mission,
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and I think that is a testament to the folks that we have working
down in Louisiana and Texas, on these sites. But there is work
that has to be done on an ongoing basis, and we think that funding
that at appropriate levels is very important.

Mr. RusH. What were some of the most important lessons that
we learned from the operational test sale, in terms of evaluating
the drawdown and sales procedures, as well as analyzing potential
commercial infrastructure investments?

Mr. SMITH. So we learned a number of things. First of all, it was
a $5 million test sale. We were successful in getting all five million
barrels pushed to market. We did learn some things about some
shortcomings. We noticed some issues with the—distribution
group—or pipeline system that probably needs to be addressed. We
also specifically identified a metering skid at one of the sites that,
if—anything sold has to go through a single metering skid, so if
you have two opportunities to move crude out of that site, you
would have to do it sequentially, one after the other.

That is a significant bottleneck, and something that we could ad-
dress, and—just by putting in a new metering skid, would be able
to significantly increase the capacity of that site. And these were
things that we noted in our Congressional justification for the 2016
budget that we recently submitted.

Mr. RusH. Now, the reduction in the 2016 budget, can you
project the ramifications of that? Is that going to significantly af-
fect, or drastically affect, your ability to achieve your mission?

Mr. SmiTH. Well, we think that these things are important. One
of the reasons why we did the test sale was to identify areas of im-
provement, bottlenecks, things that we had to do to improve the
distribution capabilities of the Strategic Petroleum Reserve. It is a
valuable asset, but you do have to maintain it, you do have to man-
age it, so we think that it is critically important to not only take
care of the deferred maintenance that we are concerned about, but
also to make specific upgrades, such as the additional metering
skid, that would increase our ability to serve more than one offtake
at a time. And that would, as a result, increase the Strategic Petro-
leum Reserve’s ability to push crude into the market in the case
of an emergency.

Mr. RusH. Thank you, Mr. Chairman.

Mr. WHITFIELD. Gentleman’s time has expired. Mr. Pallone, did
you want to make an opening statement?

OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. Sure. Sorry that I was late, I was at the other
hearing, on 21st century cures. I will try to cut back on it, but I
did want to yield a minute to Mr. Welch, so, Mr. Chairman, I just
want to say that I think I have made it clear that I am interested
in working with you and Chairman Upton on energy legislation,
but I am concerned about the format of today’s hearing. I can’t re-
call a time when this subcommittee has crammed two completely
unrelated topics into one hearing, and I think it does a disservice
to members, and to the subject matter, because both of these sub-
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jects are important, and really warrant not only separate legisla-
tive hearings, but also they should be preceded by more oversight.

With regard to the specific proposals before us, I recognize they
do not represent anything more than discussion drafts of potential
legislative language that could go into an energy bill. However, as
this efficiency title is currently constituted, I would not be in a po-
sition to support it, or to recommend that others support it. In par-
ticular, I am opposed to language in the discussion draft that re-
peals Section 433 of the Energy Independence and Security Act
signed into law by President George Bush. Section 433 established
groundbreaking energy efficiency performance standards for the de-
sign of new Federal buildings, and those Federal buildings under-
going major renovation, rightly ensuring that new Federal build-
ings be designed to result in decreased consumption of fossil fuels.
The draft would prohibit from promulgating a final rule updating
efficiency standards for gas furnaces until an advisory group com-
pletes an analysis and determination.

And I certainly understand that there are concerns out there, but
stakeholders have been working toward a resolution mutually
agreeable to all parties. Now, however, some stakeholders appar-
ently decided to try to do an end run by proposing this language,
halting DOE’s efficiency efforts from moving forward, and the draft
sets up an opponent dominated advisory panel, and gives more
weight to the anti-efficiency factors being examined in the analysis.
In my opinion, this greatly sets back any progress made toward
good faith efforts to sincerely resolve concerns with the DOE’s pro-
posal.

The building code efficiency provisions in the draft is another
area of great concern to me. As currently outlined, changes to DOE
standards authority in this area would do great harm to what has
been a very successful and impactful program. That said, I do want
to make clear I do believe there is a sincere effort on both sides
to try to find common ground, and I remain optimistic that we can
develop a bipartisan energy package. We are early in our process,
and there are many ideas from both sides of the aisle that have not
yet been considered. In raising these issues up front, I hope that
we ((:1an have a more concerted bipartisan collaboration moving for-
ward.

Mr. Chairman, last week the Obama Administration released its
first installment of the quadrennial energy review. I know it was
mentioned at a previous hearing by Mr. Doyle, and this is a great
government-wide effort to look at key aspects of the Nation’s en-
ergy infrastructure that contains many useful insights, including
some recommendations that would require legislation. We need to
review that report carefully, because I think it provides us with an
opportunity for our committee to work closely with the administra-
tion to put together meaningful energy legislation that addresses
the four areas of your architect of abundance framework, and that
the President, I think, ultimately would sign.

So let me thank you again for holding this hearing, for your hard
work in bringing these provisions forward, and for your willingness
to work with us to make this into a product that we might all be
able to support. And I would like to yield the remainder of my time
to Mr. Welch.
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Mr. WELCH. Thank you very much, Mr. Pallone. Thank you, Mr.
Pallone and Mr. Rush, for your leadership on energy efficiency, and
I really am grateful to our chairman, Mr. Whitfield, and Chairman
Upton, for their focus on this.

Energy efficiency is such an area where we can work together
and make real progress. It saves money, creates jobs, it is better
for the environment. We have made progress, Mr. McKinley and I,
in other sponsored legislation that President Obama is going to
sign into law this afternoon, and it is only a beginning.

What we know is that energy efficiency is literally the lowest
cost electricity resource for utilities, and from 2008 to 2012 new ef-
ficiency improvements from utility programs and appliance stand-
ards have avoided the need for more than 275 power plants. So we
have got an opportunity to focus on the common ground where,
whatever the fuel source, less is more. It can be nuclear, it can be
coal, it can be solar, if we find efficiency, we are going to put people
to work retrofitting our homes and our commercial buildings. We
are going to save on fuel bills, and we are going to do a significant
improvement of the economy. So I am grateful to the bipartisan ap-
proach we have got, and there is work to be done, and I am glad
this committee is going to do it. Thank you, Mr. Pallone, and I
yield back.

Mr. WHITFIELD. Gentleman yields back. At this time, recognize
the gentleman from Texas, Mr. Barton, for 5 minutes.

Mr. BARTON. Am I asking questions or giving a statement?

Mr. WHITFIELD. Questions.

Mr. BARTON. Questions. OK, I didn’t know. I just got here. I have
got two hearings going on, and I am still asleep because Mr.
Doyle’s baseball team is so good that we are getting up now before
dark to start practicing to try to be competitive with them.

Mr. DOYLE. Got to get up earlier than that.

Mr. BARTON. Yes. Well, that is probably true. But arrogance
sometimes leads to its own downfall, so Honorable Mr. Smith, we
are glad to have you here today.

I think you know that I have introduced a bill that would repeal
the current ban on crude oil exports. It also has a section that re-
quires the Department of Energy to conduct a study, and to send
the results of that study to this Committee, and the Senate Energy
Committee, within 120 days about the status of the SPR, what we
should do with it. Do you know if the Department of Energy sup-
ports that part of the repeal bill?

Mr. SMITH. So, just to understand the question, Congressman, do
virle support the issues on export, or just support doing the study on
the——

Mr. BARTON. The study. The study on the—I can make it a two
part question.

Mr. SmITH. OK.

Mr. BARTON. Unless you just want to say yes, yes, which I will
yield back to the Chairman.

Mr. SMITH. I want to make sure I understand the question.

Mr. BARTON. Yes. No, I have had some discussions off camera
with the Secretary of Energy about repealing the crude oil export
ban. My question to you, since this hearing is on energy efficiency,
and what to do with the Strategic Petroleum Reserve, is whether
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the Department supports that part of the bill repealing the ban on
crude oil exports that requires a study of the Strategic Petroleum
Reserve, and that that study be reported to the Congress within
120 days?

Mr. SmiTH. Yes. Well, thank you for the question, Congressman,
and the clarification. So we certainly do support the idea of doing
a comprehensive review of the Strategic Petroleum Reserve. In fact,
that is a process that we already have underway. We, of course,
will comply with the law as written. I would say that a comprehen-
sive study that looks at infrastructure issues, that looks at sub-
surface issues, that looks at geologic issues, that looks at market
issues, all the things that would help us come to some conclusions
over the appropriate size and the scope of work that it needs to do
to modernize the Strategic Petroleum Reserve. It would be difficult
to do that in 120 days. That is

Mr. BARTON. Do you have a timeframe that you would prefer?
We wanted to get it back fairly quickly, but since our bill hasn’t
had a legislative hearing yet, we are very flexible.

Mr. SMITH. Right.

Mr. BARTON. Would 180 days be better? Would you like a year?
What is the magic number?

Mr. SMmITH. Well, 180 days would be better than 120 days. I think
the estimate that we would make for doing a piece of work of that
magnitude was several months, so it would be considerably longer
than the current 120 days that you have proposed. But that said,
we have got a great team, and we will accomplish what we can in
the time that we are given. But in order to address what we think
are fundamentally, and comprehensively a different set of condi-
tions than we had when the Strategic Petroleum Reserve was ini-
tially put in place, back in the ’70s, but that is actually a big piece
of work

Mr. BARTON. Right.

Mr. SMITH [continuing]. And we would like to make sure that we
have time to get that right.

Mr. BARTON. When we put the SPR in place, we were importing
lots and lots of oil, and oil production in the United States was
going down. Today we are increasing our production, oil imports
are going down, refined product exports are going up. Current law
precludes the President from using the Strategic Petroleum Re-
serve, except in times of national emergency. He has some discre-
tion in declaring that emergency, and Congress has had issues with
past Presidents when they have declared it.

What is your opinion of giving the President, or the Secretary of
Energy, the discretion to perhaps actually make—I won’t say rou-
tine sales of crude oil, but make it easier to sell crude oil in the
world market when there is not a national emergency, given the
fact our oil production is increasing like it is, and we have the po-
tential—I am not saying we will ever do it, but we have the poten-
tial 11:19) be totally energy independent, and not import any crude oil
at all?

Mr. SMITH. Right. Well, thank you for that question, Congress-
man. So the authorities to export crude to other countries would
fall under the purview of the Department of Commerce, and of the
Office of the President, so I dont demur answering on their behalf.
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What I can say is that we think it is extremely positive that we
are, for the first time in decades, producing more oil domestically
than we have to import from other countries. That has been I think
a tremendous improvement, in terms of our energy security and
economic development.

I would note that we are still importing——

Mr. BARTON. Right.

Mr. SMITH [continuing]. 7.6 million barrels per day, so we still
are importing significant quantities of oil here in the present time.
But in terms of the authorities to export, I mean, that would be
a question for Congress. We follow the statute, in that there are
exceptions and waivers that have to be handled by Department of
Commerce, and by the Office of the President.

Mr. BARTON. My time has expired, but it is refreshing to know
that at least the Department of Energy wants to do what the Con-
gress tells it to do.

Mr. WHITFIELD. Yes, we are excited to hear about that.

Mr. BARTON. I am honored to hear that. With that, I yield back.

Mr. WHITFIELD. Where would Mr. Pallone—Chair at this time,
will recognize the gentleman from New York, Mr. Tonko, for 5 min-
utes.

Mr. ToNkO. Thank you, Mr. Chair. Assistant Secretary Smith, in
your testimony you indicated that DOE has started a review of the
SPR, and you mentioned a few of the issues that DOE will exam-
ine, including the size, the composition, and the geographic location
of the reserve. It sounds as if the reserve assumes it would largely
keep the present overall structure in place, with perhaps some
modifications. And maybe that is what we should do, but is the De-
partment also going to re-evaluate whether maintaining a Strategic
Petroleum Reserve is the best way to promote energy security?

And might I just say, I don’t doubt the need for emergency plan-
ning, and specific authorities for action in case of an emergency,
given the importance of this resource to our economy, but with the
changes in our oil markets, and private investment in infrastruc-
ture for oil and gas, and the changes in demand for different re-
fined products, I am wondering whether the SPR, which we con-
ceived in the midst of a very different environment, is still the
proper overall structure. So can you address whether or not we are
going to re-evaluate, whether we maintain that SPR?

Mr. SmiTH. Well, thank you, Congressman, for that question. So,
if you look at global oil prices right now, you see markets are cur-
rently very well supplied, and—as was noted by Congressman Bar-
ton from Texas, we are producing more oil domestically than we
have in the past. We are producing more barrels domestically than
we import from other countries, so some of those situations have
changed.

However, we do believe that the Strategic Petroleum Reserve
does still provide a critical element of energy security for our na-
tion. It is the largest energy stockpile in the world. It is, I think,
an important tool that we have to handle not only disruption of
physical barrels, but also the impacts that price increases might
have on the U.S. economy.

So in our study we will look at the size of the SPR. I think that
is important to consider, what the appropriate size of the Strategic
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Petroleum Reserve would be. And we will look at infrastructure
issues, we will look at fundamentally how the Strategic Petroleum
Reserve operates. But I would say that it is certainly our conclu-
sion, and my personal conclusion, as the official who oversees the
site, that this is an important resource for national security, and
we think that its core mission remains vital.

Mr. TONKO. And in terms of its structure, you believe it will best
serve us in the event of an emergency?

Mr. SmiTH. Well, Congressman, that is something that we will
evaluate in the study. I mean, there are structural issues that we
can tackle, in terms of what infrastructure needs to be in place. We
have made changes, in terms of, for example, setting up the North-
east Gasoline Reserve last year as a response to weaknesses that
we saw in the aftermath of Superstorm Sandy in 2012. So there
are steps that we are taking to say, well, we understand what the
statute says, and we understand the design of the Strategic Petro-
leum Reserve.

We are making steps as we go forward to ensure that we are
using authorities that we have to ensure that the reserve remains
relevant, and we will try to think broadly, in terms of doing a stra-
tegic review, so that we consider what other changes might be ap-
propriate.

Mr. ToNKO. Thank you for that. And you also recommend that
Congress update the definition of a severe energy supply interrup-
tion, to include criteria focused on disruptions in the global oil mar-
ket, whether those disruptions result in a problem with U.S. oil im-
ports or not. Would you elaborate on that thinking, please?

Mr. SMITH. Well, it is tied to a—I guess an observation has al-
ready been made. The Strategic Petroleum Reserve was created
back in the '70s in a very different environment than the environ-
ment we have now. We operate under EPCA, and over the years,
over the decades since the early '70s, the statute that we have now
is a patchwork of changes, and addendums, and amendments that
have been put in place over the years. So there are some ambigu-
ities about authorities. There are some issues of regional resources
perhaps being deployed in a way that is more appropriate for a na-
tional resource.

And so it is our view that, as we look at the language that au-
thorizes us to use the reserve, given that that has been changed
piecemeal, bit by bit, over decades, starting from a point which is
very structurally different than the global markets right now, we
do think it would be judicious and appropriate to take a look at—
all of the language that gives authorization, and streamline that,
and make it suitable for today’s markets.

Mr. ToNnko. Thank you very much, and with that, I will yield
back, Mr. Chair.

Mr. RusH. Mr. Chair?

Mr. WHITFIELD. Sorry, Mr. Rush?

Mr. RusH. Mr. Chairman, I just wanted to—the Committee, and
all the—there is a gentleman in the room, on the left side there,
white hair, very handsome gentleman, that is former member Dave
McCurdy from Oklahoma. He is the president of the American Gas
Association, and I just didn’t want him to sit in this room without
us giving him his due. He was a fine gentleman, and true friend,
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and just an outstanding member of Congress. So he is there. The
handsome guy with the white hair.

Mr. WHITFIELD. And we know he was an outstanding baseball
player as well for the——

Mr. RusH. I don’t know why—is there a provision that he can
join your side and be on your team?

Mr. WHITFIELD. Yes, absolutely.

Mr. RUSH. Because you are going to need him. And

Mr. WHITFIELD. He looks like he is getting younger, to me, every
single day. No, we are glad you are here. Thank you so much, and
thank you for reminding us of that.

At this time I would like to recognize the gentleman from Texas,
Mr. Olson, for 5 minutes.

Mr. OLsoN. I thank the Chair. And good morning, and welcome,
Mr. Smith. I know you are a fellow Texan, grew up in Fort Worth.
You served our country, a West Point graduate, in the Army.
Thank you for your service. I promise I won’t talk about the state
of affairs between your Army and my Navy, and that big football
game that happens every year, but I do want to talk about the
state of affairs of the SPR.

It is a big part of my home life. The Bryan Mound is about 20
miles down the road from my home, and the Big Hill is about an
hour east in Winnie. In your QER, DOE talks about some big
changes for the SPR. You want billions of dollars more spending to
fix the system. And, as has been mentioned, our world has been
turned upside down these past years with this energy production.
We have plenty of crude here in parts of the country where we usu-
ally have to import or anticipate a shortage. I would like to delve
into some of those issues, but I first have a question on the specific
type of crude in the SPR.

These days we are barely exporting light crude. Much of the
crude we do import—I am sorry, importing light crude. Much of the
crude we do import is heavier. It seems that this crude is most at
threat of a supply disruption. And with the huge amount of oil we
have here at home, are you happy with the current balance of light
versus heavier crudes in the SPR, as you mentioned, I think, the
balance is between 260 billion barrels of light crude, sweet crude,
and then 430 barrels of sour, heavier crude. Are you happy with
that balance, and how would you adjust it if you are not happy
with it?

Mr. SMITH. Well, thank you for the question, Congressman. So,
indeed, our balance between sweet and sour is 260 for sweet bar-
rels, and then 430 for sour. As we go through our process of looking
at our long term strategic review, I think that is something that
we will be considering, along with infrastructure. There are issues
of cavern storage, and how we blend different types of crudes, and
what caverns we would place them into. So, as you note, the mix
of crude that refiners are using in the Gulf of Mexico has changed
over the years.

You know, late ’90s, early 2000s, refiners put lots of money into
upgrading refineries to run heavier crudes. Now we are seeing that
there are more light crudes that are becoming available here as the
Bachman in South Texas comes online. These are all things, I
think, that we have to consider. I wouldn’t categorically state that
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right now we think we have the right balance. In fact, the very rea-
son why this Committee is encouraging us to do the study, and—
that we have already embarked on that path is that we think that
we need to address these issues. We think they are very important.

Mr. OLSON. Thank you. This is not news, but our crude supplies,
and even the direction of some pipelines, have changed in recent
years. For refined products, we are a major global supplier now,
and at the same time some allies remain very reliant on imports.
In some scenarios, an SPR release might not be as effective as it
was in the past. My question is this, with this new market reality,
should we be focused on the SPR here at home, and making sure
our allies upgrade their reserves overseas? Allies like South Korea,
where you served during the Army. Anything we should do with
our allies to make sure they have their own SPRs?

Mr. SMITH. Well, thank you, Mr. Congressman.

Mr. OLsoN. I will take the promotion.

Mr. SmiTH. OK. Apologies to the Chairman. So I—just 2 weeks
ago—so we work very closely with the IEA, the International En-
ergy Agency, that helps us align petroleum reserves throughout the
world. I will make a couple of notes on that. Just 2 weeks ago I
was in Szechuan Province, Chengdu, China at an IEA event, and
then a few days later I was in New Delhi, India at a separate IEA
event. We have also spent time in China looking at, you know, cre-
ating a stronger communication between ourselves and the officials
in China who manage their reserves. So we have a very strong un-
derstanding that, you know, we can’t do this by ourselves. We
wouldn’t endeavor to do it by ourselves. I think it is a more power-
ful tool when we are part of the potential to use the Strategic Pe-
troleum Reserve as part of a collective action.

So indeed we are taking steps along those lines. We think these
are important steps to take. And, in fact, we have, just last year,
signed a historic agreement with China to create a greater sense
of transparency between ourselves and China so that we under-
stand issues there, with regard to their energy stockpile. We think
these are important steps, and they are ones that we continue to
push on.

Mr. OLSON. Thank you. Out of time.

Mr. WHITFIELD. Chair recognizes at this time, Mr. Doyle of Penn-
sylvania for 5 minutes.

Mr. DoYLE. Thank you, Mr. Chairman. Mr. Smith, thank you for
testifying before our Committee today. We all know how much the
landscape has changed since 1975, when we first passed the legis-
lation to create the SPR. And I was glad that you mentioned the
recently released QER in your testimony. It suggests that energy
security should be more broadly defined than just oil security.
What other sources do you think should be included, and how
should we protect them?

Mr. SMITH. So, to make sure I understand the question, Con-
gressman, I have spoken to recommendations in the QER that had
to deal with the Strategic Petroleum Reserve, and you are thinking
how do we think about energy security more broadly?

Mr. DoYLE. Yes. The report suggested that we shouldn’t think of
it as just oil security, but we should think of it more broadly. So
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is it suggesting security measures, or how we view other sources,
natural gas, or whatever?

Mr. SMmiTH. Well, with regard to the petroleum reserve, the scope
of the study that we have discussed here would be specific to the
petroleum reserve, including crude and refined products. So the
scope of that discussion wouldn’t change. What I will say is that
we do work very closely across offices within Department of En-
ergy. So there are four applied offices within DOE. I run the Office
of Fossil Energy, which includes oil, natural gas, clean coal, carbon
capture and sequestration, the Strategic Petroleum Reserve. There
is a separate office that looks at energy efficiency and renewable
energy.

Mr. DoYLE. All right.

Mr. SMITH. A separate office that looks at—Office of Electricity,
and a separate office that looks at nuclear energy. So we do work
very closely. In fact, one of the things that Secretary Moniz has in-
tegrated since he has come to the Department are cross cutting
teams to ensure that, in our budgeting process, we are very explic-
itly creating teams that break down those silos. So when we are
thinking about energy security, and we are thinking about job cre-
ations, when we are thinking about all the important things about
energy reliability, and reducing greenhouse gas emissions, that we
are breaking down those silos, and we are thinking across borders.
So that is something that is already in place, and we think is being
expressed in the way that we are putting together our budgets and
executing our programs.

Mr. DoYLE. Thank you. In your testimony you also highlighted
the QERs recommendation to consolidate the authority for the
Northeast Home Heating Fuel Reserve and the Northeast Gasoline
Supply Reserve into a single unified authority. And, additionally,
you suggested that these release authorities should be aligned and
tailored to the purposes of a product reserve, rather than that of
a crude oil reserve. Can you expand upon why you think this con-
solidation is beneficial, and how the release authority would be dif-
ferent for a product reserve, rather than a crude oil reserve?

Mr. SmiTH. Well, thank you, Congressman, for that question. So
Part B, Title 1 of EPCA dictates the steps we would have to take
in order for the Northeast Gasoline Reserve, which is part of the
Strategic Petroleum Reserve. That language is very much geared
towards a national shortage, and very much geared towards crude
oil. It is not geared towards a regional event, the type of event that
we saw in the aftermath of Superstorm Sandy, and it is not geared
toward the needs of communities who are suffering shortfalls or
shortages in a supply of products. So we think it would be appro-
priate to amend that so that the triggers for releasing the gasoline
reserve would be appropriate for the types of emergencies you
might see there, so that, we bought this insurance policy against
shortages. We want to make sure that we are able to deploy that
insurance policy in ways that are appropriate for the types of emer-
gencies that it is meant to cover.

With the NEHHOR, the Northeast Home Heating Oil Reserve,
there are a couple triggers that might trigger these with NEHHOR.
One is that a differential in the current price, that it had to exceed
a moving average by 60 percent. We think that is a tremendously
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difficult bar to make. And, in fact, once you have gotten to that
point, you have probably gone beyond the point which the reserve
would be useful. There is also language that says a regional supply
shortage of significant scope and duration would trigger the ability
to use NEHHOR, which we think is probably a bit more appro-
priate.

But between the NEHHOR, the Northeast Home Heating Oil Re-
serve, the crude reserve national resource in the Gulf of Mexico,
the SPR, and the Northeast Gasoline Reserve, and any, you know,
future thing that we might have for products, we do think that we
need to go back and, you know, again, as we mentioned, this patch-
work of legislation that has been created over the years, we think
it would be appropriate to look at all of that, and make sure that
it is streamlined for the markets of today, as opposed to the mar-
kets of yesterday.

Mr. DOYLE. Great. Thank you very much. I yield back.

Mr. WHITFIELD. At this time the Chair recognizes the gentleman
from Ohio, Mr. Latta, for 5 minutes.

Mr. LAaTTA. Well, I thank the Chairman, and I thank you for hav-
ing this hearing today, and I appreciate our witness and his testi-
mony this morning. If I could just kind of go back to a question
that the Chairman asked initially, and then I think part of the an-
swer was dealing with the infrastructure side. Did I understand
you said something about the direction of the pipeline? Did I un-
derstand you to say that?

Mr. SMITH. Yes, Congressman. So, as we have created a lot more
crude—so we mentioned that we are producing more crude domes-
tically than we import, and that is for the first time in many years.
We have a lot more crude that is coming from North Dakota, so
it is going from north down south. We have a lot more crude that
is being produced in South Texas, out of the Eagle Ford Shale. And
so previously you had pipeline networks that—you had the Stra-
tegic Petroleum Reserve in the Gulf of Mexico, and you could push
oil from the SPR in the Gulf of Mexico up to the rest of the coun-
try. Now you are seeing some of those pipelines have reversed be-
cause they are bringing crude from new sources of production, in
North Dakota and in Texas, and it has come into the Gulf of Mex-
ico.

And so that complicates the original construct of the SPR, which
was to have this centrally located large stockpile of hundreds of
millions of barrels that you could simply, through pipelines, push
out to the rest of the country. Given that some of those pipelines
were reversed, it makes us re-think some of those things, and also
makes the waterborne transport of crude a lot more important than
it probably was back in the *70s.

Mr. LaTtTA. Now, when you look at your strategic overall plan
that you are looking at into the future, is that something that you
are really going to emphasize, then, on the direction?

Mr. SMITH. Indeed, Congressman. When we think about what in-
frastructure you need, what marine transport you need, what pipe-
line systems you might be employing, what should be the balance
of crude, what should be the size of the Strategic Petroleum Re-
serve, what types of crude the refiners are using, those are all fac-
tors that we will be considering when we undergo this comprehen-
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sive review. And it will help us crystallize these issues, and make
very specific recommendations about investments that we need to
make to make sure that we have got the reserve that is suitable
for the markets of today, as opposed to the markets of the early
"70s.

Mr. LATTA. Thank you, because—and also you had mentioned
earlier, in your response, that we have about 7.6 million barrels of
oil that we are importing every day today, and also we all know
it has been alluded to this morning what has happened with our
shale development in this country, and really what we have been
able to do in this country to help ourselves. But in light of all that,
if something would happen on an—if there would be an inter-
national supply disruption at this time, are we prepared to meet
that with the current setup of what we are with the SPR?

Mr. SMITH. Well, thanks for the question, Congressman. So, we
have noted many of the shortcomings, the market has changed,
some of the pipelines go in different directions, but, one thing I can
say is that, not only through the test sale, but, through the release
that we had for the disruption that came from the unrest in Libya,
that the team of professionals we have running the Strategic Petro-
leum Reserve down in the Gulf of Mexico, and Texas, and Lou-
isiana, have always been successful at pushing oil into markets,
and in doing the things that the SPR was meant to do.

Now, that is not to say that, going forward, we don’t have some
concerns. We do think that there is some modernization that needs
to occur. We do have some deferred maintenance that we are con-
cerned about, and we want to make sure that that mission readi-
ness continues. But we are focused on remaining ready. We utilize
the resources that we have in our disposal. But going forward, we
do have some serious concerns, which is the reason why we have
asked for some increase in budgets in this Congressional justifica-
tion for the 2016 budget, and that the study that we are going to
be undertaking will be looking at issues of modernization. We think
those are important points.

Mr. LATTA. Thank you. Mr. Chairman, I yield back the balance
of my time.

Mr. WHITFIELD. At this time the Chair recognizes the gentleman
from California, Mr. McNerney, for 5 minutes.

Mr. McNERNEY. Thank you, Mr. Chairman, and thank you, As-
sistant Secretary, for testifying this morning, and for your work in
this area, and for all the constant field work that you do. Now, one
thing you mentioned in your opening remark was the aging draw-
down infrastructure by saying that it needs more maintenance—
what specifically would be the best actions to take, how much
would they cost, and could that be paid for by drawdown profits?

Mr. SMITH. So I will talk a bit about the first part of the ques-
tion, which is what we think needs to be done, and then I will try
to address the second part of your question. So in terms of deferred
maintenance, I think every year we get an appropriate, we take
that appropriate, we do what we need to do to in order to remain
mission ready. And mission readiness is—this is an energy security
asset, and so the team in the Gulf of Mexico is focused on mission
readiness.
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So what we need to do in the immediate term, for the budget
that we are requesting for 2016, there are issues with valves, there
are issues with compressors, there are issues with pumps. There
are some well bore work-overs that need to be accomplished. We
have included funding in our request for the transfer metering skid
at Big Hill, which would allow them to push oil in two different di-
rections to two different buyers at the same time, as opposed to the
one bottleneck that they have currently, where they can only move
oil to one buyer. We think in the immediate term that these are
important things to undertake, in terms of ensuring that we are
taking care of that deferred maintenance, and that we continue to
be ready.

Going forward, we have a modernization effort that is referred to
in the Quadrennial Energy Review. That would have to do deal
with further surface infrastructure for life extension. So again, this
was an asset that was put in place decades ago. If you are going
to move decades into the future, there are lots of things you have
to do to make sure that equipment that is getting to its sell by date
is getting renovated, it is getting fixed, it is getting replaced, in
some cases.

So that would be surface infrastructure, everything we need to
move oil around the surface, and that is the pumps, and valves,
and all that equipment to move oil around. It would include brine
disposal caverns, so we use brine to push oil and out of the cav-
erns, and so there would probably be some new brine drive caverns
that we would have to work on. And then disposal wells as well.
So, brine has to be disposed of when it is utilized, and so those are
things that would be included in the life extension.

Beyond that, there are some other issues to deal with, marine ca-
pacity, marine distribution. That is also envisioned in the Quadren-
nial Energy Review, and will be considered in the strategic study
that will be undertaken.

Mr. McNERNEY. OK. Well, last year it said you grossed $468 mil-
lion by your test sale. What was the average price per barrel in
that sale?

Mr. SMITH. Congressman, I don’t know that number off the top
of my head. I would be happy to respond for the record. But it was
consistent with whatever the market price was at the time. It was
higher than it is today.

Mr. McNERNEY. Higher than today, but is it higher than it was
when the oil was purchased and put into the reserve?

Mr. SMITH. Well, the oil is purchased over time, right, so the

Mr. MCNERNEY. Right.

Mr. SMITH [continuing]. Comparison that I can make is that
when we did the test sale we sold 5 million barrels. Receipts from
that sale were somewhere in the order of magnitude of $500 mil-
lion. We took part of those funds and used them to create the
Northeast Gasoline Reserve, which is a million barrels of gasoline
that we have in three sites in the northeast. That was the reserve
that we created to respond to Superstorm Sandy. We had enough
left over after that to replace almost all of the oil that we had sold
in the first place.

So we sold at a much higher level than we bought back, which
means we sold the oil, and created a new reserve, including all the
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storage, and paying for the maintenance and operation on a go for-
ward basis, and still had enough left to buy back all the oil that
we sold in the first place. So it was good timing, and good execution
on——

Mr. McNERNEY. OK. Well, that sort of answers the second part
of my first question that you didn’t answer the first time through.
OK. So, with that, I will yield back, Mr. Chairman.

Mr. WHITFIELD. Gentleman yields back. At this time recognize
the gentleman from West Virginia, Mr. McKinley, for 5 minutes.

Mr. McKINLEY. Thank you. Let me get the first question out of
the way as quickly—I want to hear from you whether or not you
support what Secretary Moniz came and testified to us back in
January, I believe it was, that the operation of the Nettle facilities
at Morgantown and Pittsburgh will remain as is into the future. In
f%Ct,‘?We talked about a 10 year time period. Do you agree with
that?

Mr. SMITH. Yes.

Mr. McKINLEY. OK. So I don’t need to go to part two question
on that. So the other issue is, building back off the question having
to do with the gasoline storage in the northeast, I am just curious
about that, because I know the crude can be stored for some period
of time, but there is a shelf life for gasoline. Can you share with
us a little bit about how often you are turning that over? Because
that gasoline can’t stay there forever.

Mr. SMITH. Right. Thank you, Congressman, for that question. So
we didn’t go and construct new tankage. We rented tankage that
is in place, and so these are in existing commercial facilities, so
part of our maintenance that we are paying for all the time in-
cludes ongoing turnover over that product, so

Mr. McKINLEY. So it is being refreshed, is what you are saying?

Mr. SMITH. Yes, Congressman.

Mr. McKINLEY. OK, that is fine, so we don’t have that issue. Be-
cause I know there are serious problems with gasoline over a pe-
riod of time if it is not turned over. So let me go to the next ques-
tion, that has to do with this storage of the crude in the salt min-
utes, primarily down, I guess, in the Gulf region, having faced a
lot of the pushback, and understandable, the pushback of the brine
discharge from the operation, and the Marcellus and the Utica op-
eration that the environmentalists—and understandably. I would
share the concern, what are we doing with this brine reserve that
is coming back up again?

So I am curious, since you have produced somewhere in the
neighborhood of close to 700 million barrels of brine, what would
you do with it?

Mr. SmiTH. Thank you for that question. So we have got a very
experienced team of environmental professionals that are part of
the Strategic Petroleum Reserve that ensure that we are complying
with all state, local, and Federal regulations in terms of disposal
of brine. We do have brine drive caverns in place that we use to
manage the brine. We need the brine to push the oil out of the cav-
erns.

Mr. McKINLEY. So when it comes back up, you are putting it
someplace—mechanically, I want to be able to be clear, not talk in
30,000 feet. When it comes back out, where does it go?
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Mr. SMITH. It probably would be good to answer that question for
the record, Congressman, because I want to make sure that we get
all the details correct. But what I can say is that that is an oper-
ation that we have got decades of experience managing, that we
are managing consistent with all the state and local regulations.

Mr. McKINLEY. How do you deal with—apparently there are
some issues in the salt mines with structural integrity that is
breaking down, in some cases, and obviously, as you know, crude
is not typically found in a salt environment, so you are going to
have some interaction between the chemical composition of a crude
oil and the salt in the walls of the container. How does this work
in the breakdown? What are we doing to assure us that we have
long term stability in our storage with our reserves?

Mr. SmiTH. Well, we do have an extensive testing program that
is looking at sampling from a statistical sample of the caverns on
an ongoing basis, so we have a very granular and fine under-
standing of the quality and the state of the crude that we have in
all of the caverns. Generally the reason why you store crude in the
salt caverns is the sale is not soluble in crude, whereas it is soluble
in water, right? So you use the water to actually create the space
in the cavern, and then you fill that with crude, so you have got
essentially these enormously large pressure vessels that are full of
crude, but the salt itself is not soluble in crude, which is what
makes it very appropriate for storage.

Mr. McKINLEY. So you are indicating there is no chemical inter-
action between the two?

Mr. SMITH. What I am saying is

Mr. McKINLEY. Careful with that.

Mr. SMITH. I am saying that salt is generally not soluble in
crude, and that we have an extensive testing program so that we
have a very fine understanding of the state of the crude, sweet and
sour, all the various caverns, 60 caverns throughout four different
sites, so that, on an ongoing basis, we always understand exactly
what crude we have in the caverns, we know what refineries they
are suitable for, and that we are consistent with all the standards
for delivering those refineries, both

Mr. McKINLEY. OK. In the timeframe that I have left on—is that
apparently, as I said earlier, we are finding some developing struc-
tural integrity problems—can you give us a sense of how many of
those—if we are storing close to 700 million barrels in crude, how
much of that is in areas that are questionable?

Mr. SmiTH. Well, what I can say is that every cavern that we
have crude in right now is certified. It is understood it is safe, all
right? We have had to decommission a couple caverns over the last
few years. Our biggest challenge is that you are drilling through
cap rock into these salt structures, and that over time they do
move, so they pinch the well bores, they compress the well bores,
they deform the well bores. And so, on an ongoing basis, we have
got a program of remediation where we are having to inspect the
well bores on an ongoing basis. And part of the funds that we had
requested for this budget period, increasing funding from last year
to this year, was to ensure that we are able to do the appropriate
number of work-overs.
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One final thing I will say is that if there is an issue of safety
in any cavern, it means we don’t operate that cavern. So we don’t
operate any cavern that is going to create an environmental issue.
We don’t operate any cavern that is going to be a—create a safety
issue. We decommission those caverns if they create a——

Mr. McKINLEY. OK. If you can get back to me on—I am over on
time. If you could get back to me on those two answers that left—
one was percent, and the other question.

Mr. SmiTH. All right. I would be happy to.

Mr. McKINLEY. Thank you very much.

Mr. WHITFIELD. At this time the Chair recognizes the gentleman
from Vermont, Mr. Welch, for 5 minutes.

Mr. WELCH. Thank you very much, Mr. Chairman. Mr. Smith,
thank you. The Strategic Petroleum Reserve has been with us for
a while, and can perform a number of very useful functions, includ-
ing taking some of the pressure off the spike in gas prices when
consumers are getting hammered. In fact, we passed a law, that I
was one of the co-sponsors of, to suspend shipments, this is back
in '08, suspend shipments to the SPR because gas was 3.73 a gal-
lon. And, in fact, the evidence indicated that it was about—adding
about a quarter at—of a cost—a quarter a gallon at the price of the
pump. Obviously, we are in a different situation now, and as we
have re-filled it, we are paying less than we were paying then.
What has been the experience of SPR with respect to how it can
have an impact on the price that consumers pay at the pump? I
know that is not its primary objective, but it is an incidental effect.

Mr. SmiTH. Well, thank you, Congressman, for that question. So
I guess—two separate issues. So one of the things that the Stra-
tegic Petroleum Reserve, just its existence, but also its utilization
in a crisis, can do is have an impact not only on ensuring that we
have appropriate supply in a disruption, but also on global oil mar-
kets. I will note that global oil markets and global crude markets
are different. You do have an internationally fungible global crude
market, and an internationally fundable global product market. We
import and export product. In fact, we are a net exporter of refined
products.

So if the question is, when we are filling the caverns, do we have
an impact on prices, we just bought five million barrels to replace
the barrels from the test sale. We kept an eye on that as we made
that announcement, and we didn’t see an appreciable impact on
prices. We are concerned about impacts on consumers, so that is
something that we keep an eye on.

Mr. WELCH. One other question. The quadrennial energy review
mentions that Congress should update the SPR release authorities
to allow it to be used more effectively to prevent economic harm in
emergencies. Do you recommend any specific legislative steps that
are needed in order to accomplish that?

Mr. SMmiTH. Thank you for that question, Congressman. So, in-
deed, one of the disconnects well, first of all, to reiterate a point
that I had an opportunity to make earlier, we operate primarily
under EPCA, which is, right now, after decades, is a patchwork of
amendments, and addendums, and changes. So we do see a dis-
connect between the market of today and the market that was per-
haps foreseen back in the early 70s. So changes in the legislation
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and authorities, that would allow us to be more proactive with the
petroleum reserve would be welcome. Changes that would cen-
tralize some of the authorities so that, right now we have different
authorities for regional product reserves, and the Strategic Petro-
leum Reserve.

And, importantly, they are in some cases, for example, the
Northeast Gasoline Reserve is managed under Title B, Section 1,
and that is a national standard, so you have a regional reserve for
products that would be released based on a standard that is set for
a national reserve that has crude in it. And so we think that ad-
dressing all those issues would be positive to make sure that that
is its effect.

Mr. WELCH. Well, we would welcome your specific recommenda-
tions on how best to do that.

Mr. SMITH. I really look forward to the opportunity to work with
the Committee on that.

Mr. WELCH. All right. Thank you. I yield back.

Mr. WHITFIELD. Chair recognizes the gentleman from Ohio, Mr.
Johnson, for 5 minutes.

Mr. JOHNSON. Thank you, Mr. Chairman, and Assistant Sec-
retary Smith. Thank you so much for being here with us today. A
couple of quick questions on a little bit of a different subject, then
I will get back to some questions about the QER. Are you confident
that your department is treating applications by Canadian LNG
companies consistently with NAFTA obligations?

Mr. SMITH. Thank you very much for that question, Congress-
man. So we currently have two applicants for—two Canadian appli-
cants before the Department for authorization to export liquefied
natural gas. To be clear, what we authorize is—we give the appli-
cant the authorization—or we rule on their application to export
the molecule. Other entities look at environmental issues, including
the FERC. So we have got two applications that are before us right
now. So the commitment that we have made is that we are going
to treat applicants in Canada, applicants in Mexico, and applicants
in the United States in a way that is open, it is transparent, it is
fair, it is consistent.

So under Section 3 of the Natural Gas Act, we are compelled to
make a public interest determination for any natural gas that is
exported from the United States. It is our reading of that statute
that that applies to natural gas that might be exported via Canada,
via Mexico, or via the United States. So whether you are a mile
north or a mile south of that border, we have to do that public in-
terest determination.

Mr. JOHNSON. I understand that, but it—I guess I am a little
confused, because it is my understanding that that is not being ap-
plied in the case of Mexico, but it is being applied in Canada. And
are you concerned that Canada could, in fact, exercise jurisdiction
over the export of LNG derived from Canadian natural gas for U.S.
projects, such as Jordan Cove and Oregon LNG? And the reason
that I ask this question is because they are experiencing the same
slow rolling, slow moving process for liquid natural gas export per-
mits that American companies are.

Mr. SMITH. Right.

Mr. JOHNSON. And it is going to come to a head at some point.
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Mr. SMmiTH. Well, I won’t speculate on what the Canadian govern-
ment is going to do. I think Canadian government is going to do
what is appropriate for the citizens of Canada, just as we are doing
what is appropriate for the

Mr. JOHNSON. Yes, but it could have dire implications for here
at home, because a lot of the gas that we have here at home, in
the Marcellus and other places, are destined to go to places like
Canada. And so it does have economic implications here at home.

Mr. SmiTH. Well, indeed, Congressman, and as we make these—
well, first, I wouldn’t concur with the characterization of this proc-
ess, slow rolling. I mean, we have already——

Mr. JOHNSON. We can debate that, because they have been sit-
ting there for years, and there are 38, only five of them had been
addressed. We were assured by Secretary Moniz that these were
going to be looked at more quickly, and we are not seeing LNG ex-
port permits being granted.

Mr. SmiTH. Well, indeed, Congressman, we are. We have author-
ized 5.7 billion cubic feet of natural gas——

Mr. JOHNSON. How many permits have you authorized?

Mr. SMmITH. For four different

Mr. JOHNSON. Four out of 38. Mr. Smith, in my view, that is slow
rolling, when America’s economy is dependent upon the jobs, and
the energy independence that this brings.

Mr. SMITH. Well, Congressman, right now there are zero appli-
cants sitting in front of us for a decision right now. There is an im-
portant process that these companies have to go through that

Mr. JOHNSON. Well, you know why that is, right? You know why
that is? They are not going to put the hundreds of millions of dol-
lars into doing the environmental assessments and the FERC proc-
ess when they know these permits are going to sit in the Depart-
ment of Energy for extenuating periods of time. They have got to
have some idea that they are going to get a return on their invest-
ment. But

Mr. SMITH. In fact, they are spending millions of dollars to go
through those process, because they are going through that FERC
process. So we work very closely with FERC. As those applicants
have finished that process, then they come to Department of En-
ergy. The last application that we got that came out of FERC, we
turned that around in 1 day.

So the companies will make the decision whether to either spend
the money on the environmental work or not, and that is up to the
companies. The market will decide that. As the companies make
those investments, as they get financing, as they sell the gas, they
will then come to the Department. Once that work is done, it puts
us in a situation where we can make that——

Mr. JOHNSON. My time is expired almost. Point of clarification,
then. Are you telling me that the roughly 33 permitting applica-
tions that are sitting in the Department of Energy, that none of
that has gone through the FERC process, and that none of that is
waiting on the Department of Energy for action?

Mr. SMIiTH. Those applicants that have gone through FERC, that
have completed the re-hearing process, have come to us, and we
have made decisions on those applicants.
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Mr. JOHNSON. So you are saying that none of those other 33 are
waiting on the Department of Energy?

Mr. SMITH. The rest of those 33 are doing all the other work that
they have to do to complete these decadal multi-billion dollar
projects. They are big projects, and they do take some time, but we
are moving expeditiously on this. We are getting these applications
out as we are ready to make the decisions because they have done
the work. They come to us, and we write the orders.

Mr. JOHNSON. Sorry for exceeding my time, Mr. Chairman. I
yield back.

Mr. WHITFIELD. At this time the Chair recognizes the gentleman
from New York, Mr. Engel, for 5 minutes.

Mr. ENGEL. Thank you very much, Mr. Chairman. Welcome, Mr.
Secretary. New York and the northeast region of the U.S. are par-
ticularly vulnerable to gasoline disruptions as a result of hurri-
canes and other natural events, and Hurricane Sandy, or
Superstorm Sandy, in 2012 was a good example of that. It caused
widespread issues related to the availability of gasoline.

In response, to help build a more secure and resilient energy in-
frastructure, the Energy Department did establish the first Federal
regional refined petroleum product reserve, containing gasoline.
The reserve, I am told, currently holds one million barrels of gaso-
line to help strengthen regional fuel resiliency in the northeast. So
let me ask you if you could please talk about efforts related to the
setup and operation of the northeast reserve. Did you have to over-
come any unforeseen challenges, and are there any issues that
have yet to be resolved?

Mr. SMITH. Thank you, Congressman, very much for that ques-
tion. So, as you pointed out, the establishment of the Northeast
Gasoline Reserve was an important step that we took after some
of the disruptions that we noted in Superstorm Sandy. So, as a re-
sult of that, we created a reserve in the northeast that would have
gasoline in place. That includes 700,000 barrels that are stored in
the New York Harbor area, and that is in two separate facilities.
We have 200,000 barrels that are in a terminal in Massachusetts,
and then 100,000 barrels that are stored at terminals south of
Portland, Maine.

So those three different geographic locations make up the North-
east Petroleum Reserve. The funding that we used for purchasing
the gasoline, we also used to procure storage capacity, and mainte-
nance, and ongoing expenses for the reserve. So that the resources
are in place. We have put in place all of the IT, and the procedural
systems that we would need to have in place in order to actually
move those barrels out into the market in the case of a disruption.

We worked very closely with potential buyers of gasoline out of
those reserves to ensure that we are, on an ongoing basis, exer-
cising the capabilities to make sure that not only have we pur-
chased this insurance policy, but we are ready to use it, and to de-
ploy it in case of a future emergency. So that is the steps that we
have taken to date.

Mr. ENGEL. It is also my understanding that the DOE operates
a network of pipelines as part of the Strategic Petroleum Reserve,
including the Northeast Reserve, so I would like to know a bit more
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about that. Do you have available information on how many miles
of pipelines does DOE operate as part of the SPR?

Mr. SMITH. I don’t have that number off the top of my head, Con-
gressman, but I would be happy to take that question for

Mr. ENGEL. And get back to me? How is that system managed?
Can you help me understand a little more about

Mr. SMITH. Al right.

Mr. ENGEL [continuing]. Management of that system?

Mr. SMITH. So the Strategic Petroleum Reserves—our Deputy As-
sistant Secretary, Mr. Bob Corbin, is based here in Washington,
D.C. He works very closely with me. We have the management of-
fice down in the Gulf of Mexico that has a center in New Orleans
that oversees those operations. And so, between that operational
center in New Orleans, and our center here in Washington, D.C.,
we oversee all the activities of the Strategic Petroleum Reserve, in-
cluding the Northeast Home Heating Oil Reserve, and the newly
created Northeast Gasoline Reserve, is all managed by the SPR.

Mr. ENGEL. Is the safety of the pipeline network subject to over-
sight by DOT’s Office of Pipeline Safety?

Mr. SMITH. So one clarification I will make, because there is not
an extensive pipeline network that is actually owned and main-
tained by the SPR. Again, I will be happy to give some details of
that question for the record, to ensure that we are being clear on
that. But we certainly are complying with all state and Federal
regulations for all assets that we manage.

Mr. ENGEL. But help me to understand who is responsible for
regulating those pipes.

Mr. SMITH. So if the strategic petroleum has a release that goes
into an existing commercial pipeline network, then that pipeline
would be operated and regulated by whatever the appropriate Fed-
eral and State statutes oversee that infrastructure. Just like if we
put crude into a barge, and we sell it to someone who is going to
take that water-borne to another location, then there would be a
federal, state, and local regulations for those transportation assets,
even if we don’t own them.

Mr. ENGEL. OK. Thank you. Thank you, Mr. Chairman.

Mr. WHITFIELD. At this time we will recognize the gentleman
from Texas, Mr. Flores, for 5 minutes.

Mr. FLORES. Thank you, Mr. Chairman. Mr. Smith, thank you for
your testimony today. Going to the QER for a minute, the QER rec-
ommends that Congress authorize an additional $1 Y2 to $2 billion
to increase the incremental distribution capacity of the SPR. That
request hasn’t appeared in front of Congress. Can you tell me why?

Mr. SmiTH. Well, thanks for the question, Congressman. So in
our 2016 budget request, you know, we did have some funds for
maintenance issues within the Strategic Petroleum Reserve. It did
not include these recommendations from the QER. And, indeed, as
you note, the QER was just released, right? So, we look forward to
working with Congress to refine further details on that, but the
QER literally is hot off the presses as of last Tuesday.

Mr. FLORES. OK. Thank you. And the QER also says that the
DOE will analyze the need for additional or expanded regional
product reserves, in particularly like the one you talked about in
the northeast. These will be in the southeast and on the west coast.
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Will the DOE formally request funding from Congress in advance
in an annual budget submission?

Mr. SMiTH. Thank you, Congressman. So we are undergoing
these studies now, in real time, so I will demur from making any
specific predictions about when we would make a recommendation,
or even what the review will state. So the whole purpose of going
through this comprehensive review, looking at everything from sub-
surface issues, to market issues, to infrastructure, to need for re-
gional reserves will help us flesh out what needs to happen. And,
indeed, future efforts certainly would have funds appropriated, and
we will be working with Congress, based on the results of the
study.

Mr. FLORES. OK. So we can assume that if the DOE study indi-
cates that you should have these regional product reserves, then
you will formally ask Congress for the appropriation?

Mr. SMITH. So, Congressman, certainly, if we do determine that
there is new work that needs to be done that requires appropria-
tion that would require us to work with Congress, yes.

Mr. FLORES. OK. Good. Will you provide to the Committee for the
record the September 2011 DOE study that is entitled “Refined Pe-
troleum Product Reserve, Assessment of Energy Security Needs,
Cost and Benefits” that is referenced on Page 2—-34 of the QER?

Mr. SMITH. We can provide that.

Mr. FLORES. OK. Thank you. Mr. Chairman, that is all I have.
I yield back.

Mr. WHITFIELD. Gentleman yields back. At this time I would rec-
ognize the gentleman from Texas, Mr. Green, for 5 minutes.

Mr. GREEN. Thank you, Mr. Chairman, and, again, good to see
you again, Assistant Secretary Smith. First of all, I would like to
talk to you about LNG permitting exporting, and thank you for
coming last Congress to our natural gas caucus to talk with us. Of
course, expansion of exporting of natural gas is important to our
producers in our area, but also to our friends and allies around the
world. But today we are talking about the Strategic Petroleum Re-
serve, which is also important.

In March 2014 Department of Energy conducted a test sale from
the SPR to demonstrate drawdown and distribution capacity. In
November the DOE reported that pipeline capacity is limited, and
drawdown of significant scope may post a challenge. The same
issues were addressed in the quadrennial energy review, and the
budget that was submitted was for $51 million for operations and
flexibility, and the QER recommends 1.5 to two billion increase in
distribution capacity. Obviously 51 million is relatively low, com-
pared to the 2 billion, and I am going to see how we can get you
some of those funds. Does the DOE anticipate using funds from ad-
ditional test sales to fund requirements laid out in the QER? Do
you have that ability?

Mr. SMmiTH. Yes. Well, thank you for the question, Congressman.
First of all, we don’t have plans for a future test sale. The last test
sale we felt was very important in order to exercise the operational
and procedural capabilities of the SPR, and so that is why we un-
dertook that sale. We don’t have plans for a future sale.

Mr. GREEN. OK. But does the Department have the ability, if you
have a sale, to utilize that funding for your budgetary needs?
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Mr. SMITH. There is

Mr. GREEN. It may not be appropriated by the appropriations.

Mr. SMITH. So under statute we have got a fairly limited number
of things that we could use those funds for. We could use them to
buy other petroleum products. We could use it for storage or transit
of petroleum. But under statute, there are some limits to

Mr. GREEN. OK.

Mr. SMITH [continuing]. What we could use those funds for. But,
again, to reiterate, the test sale was driven by the need to exercise
the operational capabilities of the

Mr. GREEN. Well, and I am glad you do it, because what you
found out, that there were some issues that needed to be dealt
with. During an emergency, what actions or authorities are avail-
able to alleviate those issues you found out?

Mr. SMITH. So some of the issues that we found out were drivers
for the 2016 Congressional justification for the budget that the
President issued for the 2016 budget, including the additional me-
tering skid at that Big Hill. So in terms of major kind of infrastruc-
ture issues, I mean, that was probably one of the main things that
we were already kind of moving to address, but, obviously, we need
funding to do that.

Mr. GREEN. OK. Does the DOE support additional pipeline con-
struction and tank storage to deal with the constraints that you
found?

Mr. SMmITH. Congressman, I think that the specific answer to
what we would recommend to do next, with regards to infrastruc-
ture, will be driven by the strategic review. We do know that, as
we noted, we have got aging infrastructure, and so the life exten-
sion program that we have thought through would include some
surface infrastructure thing, including tankage, including pipelines
to move things around the SPR, including pumps and compressors,
brine drive caverns, brine disposal wells. So those would all be
things that we would have to put in place as part of the life exten-
sion.

So we have got a rough outline of what we think that would look
like, and you have seen some rough numbers in the QER. I think
there was an estimate of between 700 and $900 million for that
piece of work. The details of what that would look like are—that
is what we are going to be driving towards in this review that we
are undertaking.

Mr. GrREEN. OK. I know a significant part of the SPR is actually
just east of Houston, between Houston and Beaumont.

Mr. SMITH. Indeed.

Mr. GREEN. Was that where the test was done, or was it other
locations that we have the reserve?

Mr. SMITH. The test sale was out of Big Hill, and brine Mound
was where the crude came from, for that sale.

Mr. GREEN. OK. Because I always joke that if we have infra-
structure problems in Texas with oil and gas, then the rest of the
country really must be in bad shape, because we have a lot, and
we still need to build more. Mr. Chairman, I am out of time, and
I appreciate the time. Thank you.

Mr. WHITFIELD. Thank you. I am sorry to say, Mr. Smith, there
are no more questions for you today. But we do appreciate your
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being with us, and talking about this important issue. And I just
wanted to also bring to your attention that Mr. Rush and I, and
Mr. Pallone, and Mr. Upton had sent a letter to Secretary Moniz
sometime in March, just asking about four or five questions about
the SPR review process that you are undertaking now. And if you
see him in the hall, or at the coffee table, would you ask him if he
could give us a reply? We would appreciate it.

Mr. SmiTH. I will do that, Mr. Chairman.

Mr. WHITFIELD. Thank you very much, and thanks again for
being with us. We look forward to working with you on this issue.
And at this time I would like to call up the second panel of wit-
nesses. And we will have you all come up, and then what I am
going to do is just introduce each one of you before your 5 minute
opening statement. So you all just have a seat, and then we will
get started.

In the second part of this hearing, we are going to be focused on
the energy efficiency aspect, and I want to thank each and every
one of you for joining us this morning, and thank you also for your
patience. And, as I said, I am going to introduce you individually,
and then you will make your opening statement.

So our first witness this morning is Mr. Christopher Peel, who
is the corporate Senior Vice President and Chief Operating Officer
for Rheem Manufacturing Company, on behalf of the Air-Condi-
tioning, Heating, and Refrigeration Institute. So, Mr. Peel, thank
you. You are recognized for 5 minutes. Just be sure to turn your
microphone on, and get it up close enough, because somehow it is
difficult to hear in this room. So, thank you.

STATEMENTS OF CHRISTOPHER PEEL, CORPORATE SENIOR
VICE PRESIDENT AND CHIEF OPERATING OFFICER, RHEEM
MANUFACTURING COMPANY (ON BEHALF OF THE AIR-CON-
DITIONING, HEATING, AND REFRIGERATION INSTITUTE);
KATERI CALLAHAN, PRESIDENT, ALLIANCE TO SAVE EN-
ERGY; JOHN W. SOMERHALDER II, CHAIRMAN, PRESIDENT,
AND CEO, AGL RESOURCES (ON BEHALF OF THE AMERICAN
GAS ASSOCIATION; FRANK THOMPSON, PRESIDENT, SWEET-
WATER BUILDERS, INC. (ON BEHALF OF THE NATIONAL AS-
SOCIATION OF HOME BUILDERS); ELIZABETH NOLL, EN-
ERGY EFFICIENCY ADVOCATE, NATURAL RESOURCES DE-
FENSE COUNCIL; RONA NEWMARK, VICE PRESIDENT, INTEL-
LIGENT EFFICIENCY STRATEGY, EMC CORP. (ON BEHALF OF
THE INFORMATION TECHNOLOGY INDUSTRY COUNCIL); AND
MARK WAGNER, VICE PRESIDENT, U.S. GOVERNMENT RELA-
TIONS, JOHNSON CONTROLS, INC. (ON BEHALF OF THE FED-
ERAL PERFORMANCE CONTRACTING COALITION)

STATEMENT OF CHRISTOPHER PEEL

Mr. PEEL. Thank you, Chairman. Chairman Whitfield, Ranking
Member Rush, and members of this subcommittee, I appreciate the
opportunity to be here with you to talk about some energy policy
issues that are important to manufacturers and our customers. I
would like to begin by thanking you for your work on the recent
passage of S—535, which included language providing regulatory re-
lief for grid enabled water heaters that are positive for the environ-
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ment and our customers in rural America. I would also like to
thank you for inviting me to testify this morning.

My name is Chris Peel. I am the Chief Operating Officer for
Rheem Manufacturing Company. Rheem was founded in the 1920s,
is headquartered in Atlanta, and is a global industry leader, with
seven U.S. based factories and distribution centers. Rheem designs
and manufactures furnaces, air conditioners, water heaters, and re-
frigeration equipment. We have a proud history of developing inno-
vative high efficiency products which reduce energy consumption,
and help customers save on their utility costs. I am here on behalf
of AHRI, a trade association that represents 315 manufacturers of
HVAC, refrigeration, and water heating equipment. AHRI’S mem-
bers employ over 100,000 people in the U.S.

I am here today because we care about serving our customers,
enhancing safety and reliability, supporting our employees, and im-
proving the environment. With these priorities in mind, I ask the
subcommittee to address three issues that are vitally important,
transparency in stakeholder engagement in the rulemaking proc-
ess, the expected impact of the DOE’s proposed efficiency standards
for residential furnaces, and the value provided by voluntary inde-
pendent verification programs.

The DOE is planning to issue 23 new regulations affecting our
industry between now and 2018. This ambitious schedule has
caused a reduction in the constructive interaction between stake-
holders and DOE, resulting in oversights involving economic as-
sumptions and technical issues. Rather than working together to
achieve what are very common objectives, we find ourselves in a
situation where we need to ask for congressional intervention.

In my view, new efficiency standards achieve the greatest public
benefit when industry, interested NGOs, and government officials
work together to create consensus drive standards. We also believe
this is the goal envisioned by DOE’s own process rule, which in-
volves early input from stakeholders as a means to achieve success-
ful regulations through the appropriate analysis and utilization of
real world inputs. The outcomes will be better balanced, and
achieve the intended benefits for the economy and the environ-
ment.

A recently proposed residential gas furnace standard is an exam-
ple of a rule created with insufficient input from industry. DOE is
poised to finalize a new energy efficiency standard for residential
furnaces that would raise the national minimum efficiency from 80
to 92 percent. To achieve the higher efficiencies of a 92 percent fur-
nace, both the product and the installation become significantly
more complex and costly for the consumer.

DOE estimates that replacing an existing 80 percent furnace
with a 92 percent furnace will cost the majority of consumers an
average of $660 more. This could rise to $2,200, depending on the
installation. Out of the more than 20 million 80 percent furnaces
currently installed, the majority are in the South, where the cus-
tomer payback will seldom be realized. Therefore, we recommend
consideration of legislative efforts that would give time and space
to finalize this rule until all stakeholders are able to work together
to ensure the proposed regulations will achieve our efficiency objec-
tives without needlessly penalizing families and small businesses.
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I also wish to thank Representatives Latta, Cooper, and
Blackburn, who have introduced H.R. 1785, the Volunteer
Verification Program Act, which will assure consumers that the
HVAC and water heating products they installed in their homes
truly meet the applicable Federal efficiency levels, while conserving
taxpayer resources, and providing certainty for manufacturers.
This is the proverbial win-win-win scenario, and I thank you and
the staff for including this measure in the draft bill.

Under H.R. 1785, DOE and stakeholders would work collabo-
ratively on negotiated rulemaking to establish criteria under which
the Federal Government would certify independent programs and
rely on such VIVPs to verify efficiency ratings. DOE would, of
course, retain its enforcement authority to periodically inspect and
test products to ensure compliance. As DOE budgets and priorities
can fluctuate year to year, we believe that industry and our cus-
tomers are best served by VIVPs. Our industry spends millions of
dollars, and thousands of employee hours, every year to certify and
verify that our efficiency ratings are accurate. VIVPs, such as
AHRT’s program, has, for 50 years, successfully held manufacturers
accountable to the high standards that our customers deserve and
expect.

Finally, Chairman Whitfield, Ranking Member Rush, and mem-
bers of the Subcommittee, I appreciate the chance to appear this
morning, and I look forward to answering any questions you might
have, and to working together with you and your staff on these pri-
orities.

[The prepared statement of Mr. Peel follows:]
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Statement of Christopher Peel
Chief Operating Officer
Rheem Manufacturing Company
U.S. House Committee on Energy & Commerce
Subcommittee on Energy & Power
April 30,2015

SUMMARY

Heating, cooling and water heating products have been regulated for decades. Manufacturers have
learned, adapted and incorporated the regulatory requirements into their business models and look
forward to establishing additional mechanisms for negotiated rulemakings, which are more
collaborative among stakeholders, to enhance the success of well-intended regulations going
forward. The Department of Energy is planning to promulgate 23 new product efficiency standards
affecting the industry between 2015 and 2018. This accelerated regulatory schedule, caused by the
intersecting priorities of the President’s Climate Action Plan and the legally mandated deadlines on
issuing new efficiency standards, has caused a significant reduction in the needed constructive
interaction between stakeholders and DOE during the rulemaking process. Unfortunately, this lack
of true collaboration has resulted in oversights, including errors involving economic assumptions
and technical issues. Rather than working collaboratively to achieve common objectives, there
arises the need to ask for Congressional intervention, or, in some extreme cases, resort to legal
action to ensure that regulations are designed to achieve what is in the best interest of the
environment, the economy, and hard-working Americans.

In an effort to create a more open and transparent regulatory process, the rules governing how
regulations are crafted need to updated. The testimony will focus on three main examples:

s Transparency and stakeholder engagement in the promulgation of rules under the Energy Policy
and Conservation Act (EPCA)

o The expected impact on both industry and consumers of the U.S. Department of Energy’s
(DOE) proposed efficiency standards for residential furnaces, and

o Support for the value provided by voluntary independent verification programs (VIVPs), such as
AHRI’s program

The current proposed standard for residential gas furnaces is an example of a rule that, while
seeking to achieve the laudable goal of reducing energy consumption, will unnecessarily burden
millions of residents, while unnaturally shifting the current market demand for gas furnaces. The
industry is asking for Congressional action in order to bring all stakeholders together to negotiate a
sustainable path forward.

Finally, the establishment of voluntary independent verification programs conserves DOE
resources, reduces taxpayer costs and provides clarity for manufacturers bringing products to the
market. Reliance on a strong and consensus-built verification program alleviates unnecessary
regulatory burdens on manufacturers and strengthens market surveillance, assuring consumers of
the quality and efficiency of the HVAC and water heating products in their homes and businesses.
We thank Representatives Latta, Cooper and Blackburn for their leadership on this issue and
applaud the Subcommittee Leadership and staff for including this measure in the draft bill. This
supports the environment, taxpayer cost-savings, and jobs. A proverbial win-win-win.
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Statement of Christopher Peel
Chief Operating Officer
Rheem Manufacturing Company
U.S. House Committee on Energy & Commerce
Subcommittee on Energy & Power
April 30, 2015

Chairman Whitficld, Ranking Member Rush and Members of this Subcommittee, good morning.
I would like to start by taking this opportunity to thank you for your work to address energy
policy matters that are important to the US economy, including your recent passage of S.535

which included crucial language providing regulatory relief for grid-enabled water heaters.

1 would also like to thank you for inviting me to testify this morning. My name is Chris Peel, and
I am the Chief Operating Officer for Rheem Manufacturing Company (Rheem). Rheem was
founded in the 1920’s and is headquartered in Atlanta, Georgia. Rheem is a global industry
leader with seven US-based factories and distribution centers. Rheem designs, develops, and
manufactures products that make our lives safer, more comfortable and more productive,
including residential and commercial furnaces and air conditioners, water heaters, and indoor air
quality accessories. Rheem also has a deep history of developing innovative, high efficiency
products and we are proud to have earned numerous industry awards for these technology
solutions, which have reduced energy consumption and saved small businesses and consumers
thousands of dollars annually on utility costs. We also maintain a significant philanthropic
initiative which we call the Heart of Comfort that supports environmental, housing, social
assistance, and veterans’ programs, among others to ensure we are giving back in the

communities where we are fortunate to have a presence.
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T am also here representing the Air Conditioning, Heating, and Refrigeration Institute (AHRI),
which is a trade association that represents 315 manufacturers of heating, ventilation, air
conditioning, refrigeration (HVACR), and water heating equipment. AHRT’s member companies
employ over 100,000 people in the US and represent more than 90 percent of the HVACR and
water heating equipment manufactured and sold in North America. This number increases to
over a 1,000,000 employeces when including those involved in the manufacturing, distribution,
installation and support of HVAC and water heating appliances. AHRI has a 50-year history of
promoting environmental stewardship and, during that time, has successfully administered a
voluntary independent verification program (VIVP) that ensures its members’ products comply

with federally-mandated efficiency and performance requirements.

In both my capacity with Rheem and on behalf of AHRI, I am here today because, we care about
improving the environment, safety and reliability; the employees in our industry; and the
customers we serve, With these priorities in mind, 1 ask the Subcommittee to help address three
issues that are vitally important to the ability of the HVAC and water heating industry fo serve
the American consumer while we work to compete in the global economy:
1. Transparency and stakeholder engagement in the promulgation of rules under the Energy
Policy and Conservation Act (EPCA);
2. The expected impact on both consumers and industry of the U.S, Department of Energy’s
(DOE) proposed efficiency standards for residential furnaces; and,
3. The value provided by voluntary independent verification programs (VIVPs), such as

AHRYI’s program,

-
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ENERGY POLICY AND CONSERVATION ACT (EPCA) PROCESS REFORMS

As part of the President’s Climate Action Plan, DOE is planning to promulgate 23 new product
efficiency standards affecting our industry between 2015 and 2018, This accelerated regulatory
schedule, caused by the intersecting priorities of the President’s Climate Action Plan and the
legally mandated deadlines on issuing new efficiency standards, has caused a significant
reduction in the needed constructive interaction between stakeholders and DOE during the
rulemaking process. Unfortunately, this lack of true collaboration has resulted in oversights,
including errors involving economic assumptions and technical issues. Rather than working
together to achieve what are very common objectives, we find ourselves in a situation where we
need to ask for Congressional intervention, or, in some extreme cases, resort to legal action to
ensure that we are doing what is in the best interest of the environment, the economy, and hard

working Americans.

In my view, new efficiency standards achieve the greatest public benefit when industry,
interested NGOs, and government officials work together to create consensus-driven standards.
We believe this is also the goal envisioned by DOE’s “Process Rule” which involves early input
from stakeholders as a means to achieve regulations in a manner that enhances success through
the appropriate analysis and utilization of real-world inputs. Expanding the regulatory tools
available to the DOE to include greater use of a negotiated rulemaking process affords all
stakeholders the ability to engage in human interaction, as opposed to merely a formalized notice
and comment method. Some detractors may claim that negotiating face-to-face in the same
room over many months slows the regulatory process, but I would submit that the final results

will create consensus-based, intelligent energy policy that will move our economy forward.
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To improve this process, I would respectfully ask that this Subcommittee work with stakeholders
to codify the rules that govern the DOE rulemaking process. Doing so would ensure all voices
are fairly represented when a new standard is under consideration. The resulting policies will be

better-balanced and would achieve the intended benefits for the economy and the environment.

DOE RESIDENTIAL FURNACE RULE

Chairman Whitfield and Ranking Member Rush, the recently proposed residential furnace rule is
an example of a DOE rule created with insufficient input from manufacturers. DOE is poised to
finalize a new energy efficiency standard for residential furnaces that would raise the national
annual fuel utilization efficiency (AFUE) from 80% to 92% for natural gas furnaces. Stated
justifications for the proposed rule are that it will reduce greenhouse gas emissions from furnaces
and lower costs for consumers. These are laudable goals that we share; however, we have

significant concerns regarding the true impact and market viability of such a standard.

By way of background, there are two primary residential gas furnace technologies in the market
today, commonly referred to as 80%-+ (or non-condensing) and 90%+ (or condensing). The US
market is roughly evenly split between 80% and 90% furnaces, and it is estimated by the Energy
Information Administration that, as of 2009, there were more than 44,000,000' central warm air
gas furnaces installed in the US. The overwhelming majority of 90% furnaces are installed in the
northern US and, due to the significant climate difference, the majority of 80% furnaces are

installed in the south.

! Residential Energy Consumption Survey (RECS); Space Heating. U.S. Energy Information Administration.
http://www.eia.gov/consumption/residential/data/2009/#undefined.

e



42

To achieve the higher efficiencies of 90% furnaces, additional costs must be added to the
product, and more complex and costly installation requirements are necessary. DOE estimates
that replacing an existing 80%-+ furnace will cost consumers an average of $660 more and that

2. In the Agency’s worst

this cost cannot be economically justified in 60% of the installations
case scenario, such as a very old home or a multi-residence dwelling, the cost could be as much

as $2,200 more in order to update the infrastructure.

A more balanced and economically justifiable solution would be to recognize the significant and
distinct differences between the two gas furnace market segments and work with all stakeholders
to develop a minimum efficiency approach that ensures that both 80% and 90% furnaces are
viable options for American consumers, rather than penalizing such a significant share of our
nation’s families and small businesses by eliminating an entire product category. It is our view
that we can achieve credible environmental benefits that can be economically justified with such

a solution.

Therefore, we recommend consideration of legislative efforts to swiftly address concerns before
this rule should be finalized in its current form. We would also request that the timing to finalize
this rule be delayed until all stakeholders are able to work together to ensure that the proposed
regulations will achieve our environmental objectives without penalizing families and small

businesses.

? Energy Conservation Program for Consumer Products: Energy Conservation Standards for Residential Furnaces;”
Notice of proposed rulemaking and announcement of public meeting, 10 CFR Part 430 (12 Mar 2015). Table
1V.12—Additional Installation Costs for Non-Weatherized Gas Furnaces in Replacement Applications.
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VOLUNTARY INDEPENDENT VERIFICATION PROGRAMS (VIVP)

I also wish to thank Congressman Latta for his tireless efforts on behalf of industry
manufacturers and their customers. He and Representatives Jim Cooper and Marsha Blackburn
of Tennessee, have introduced H.R. 1785, the Voluntary Verification Program Act, which will
assure consumers that the HVAC and water heating products they install in their homes truly
meet the applicable federal efficiency levels and do so in a manner that provides clarity on the
operational side of our manufacturing-intensive businesses. All of this can be done in a way that

also conserves taxpayer resources. This is the proverbial win-win-win scenario.

To ensure compliance with DOE regulations, our industry spends millions of dollars and
thousands of employee hours every year working to certify and verify that our efficiency ratings
are accurate. Manufacturers’ efficiency rating claims are verified through random testing by an
independent laboratories and participation in AHRI's stringent verification programs. These
programs are open to all manufacturers whether or not they are AHRI members. AHRI-verified
products are publicly listed on their website, which is updated daily, and the data is also sent

directly to the Department of Energy (DOE) on a daily basis.

Under H.R. 1785, DOE and stakeholders would work collaboratively on a negotiated rulemaking
to establish criteria under which the federal government would certify voluntary independent
verification programs and rely upon such VIVPs to verify efficiency ratings. It is important to
note that for enforcement purposes, DOE would retain its authority to penalize violators and

periodically inspect and test products to ensure compliance.

-6
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As DOE budgets and priorities can fluctuate year to year, we believe that our industry is best
served by VIVPs. Because a level competitive playing field is essential to the long term viability
of any industry, VIVPs, such as AHRI’s 50-year old program, continue to successfully hold all
manufacturers accountable to the high standard that our consumers deserve and expect. I believe
this approach conserves DOE resources, reduces taxpayer costs and provides clarity for
manufacturers bringing products to market. T would like to thank Representatives Latta, Cooper
and Blackburn for their leadership on this issue and applaud this Subcommittee and staff for
including this measure in the draft bill. It is our view that The Voluntary Verification Program
Act of 2015 will ensure a robust market surveillance program to ensure consumer protection, and

we would respectfully request your continued support.

CONCLUSION

Finally, Chairman Whitfield, Ranking Member Rush and Members of the Subcommittee, |
appreciate the chance to appear this morning. T look forward to answering any questions you
might have and to working together with you, your staff, industry colleagues, efficiency
advocates, and DOE leaders to achieve policies that help strengthen American jobs and serve the
best interests of our customers -- your constituents -- who have a right to expect environmentally
responsible product solutions that truly improve the quality of their lives. We are dedicated to
building upon our tradition of working with you on these critically-important objectives and

thank you for your service and leadership.

-7
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Mr. WHITFIELD. Thank you, Mr. Peel. And our next witness is
Ms. Kateri Callahan, who is the President of the Alliance to Save
Energy, and you are recognized for 5 minutes.

STATEMENT OF KATERI CALLAHAN

Ms. CALLAHAN. Thank you, Mr. Chairman, and Ranking Mem-
ber, and members of the subcommittee. I really appreciate the op-
portunity to testify today. The Alliance to Save Energy is a bipar-
tisan, non-profit coalition of about 140 businesses and organiza-
tions that span the entire economy. Our sole mission is to advance
energy efficiency, and we do this to drive economic growth, to pre-
serve the environment, and to enhance our national security. We
have a proud 38 year history of bipartisan leadership from House
and Senate lawmakers who serve as honorary members of our
board, and I am delighted that, of the 16 congressional leaders, we
have five who are members of this committee, Congressman
McKinley, Congressman Welch, Congressman Tonko, Congressman
Burgess, and Congressman Kinzinger. These forward-thinking
leaders demonstrate clearly that energy efficiency is truly the
sweet spot in our our national debate over energy policy.

Since the founding of the alliance, our country has made huge
strides in driving energy efficiency into our economy, and a lot of
this progress can be traced directly to the work of Congress over
the past 4 decades. Since Congress began lawmaking on efficiency,
we have actually doubled our country’s energy productivity. That
means that we are getting twice as much gross domestic product
from each unit of energy that we consume, as we did in the 1970s.
And this translates into huge savings. ACEEE is announcing today
that Americans, just last year, will save $800 billion on their collec-
tive energy bill. The policies now on the books are going to continue
to deliver gains. The EEIA estimates and forecasts that our energy
productivity will increase 50 percent or more just on a business as
usual case. But we believe that we can, and must, do better if we
are going to remain globally competitive. And since we still waste
about half of the energy that we consume, there is ample room for
improvement.

The Alliance has a goal to again double our energy productivity
in this nation by 2030, and if we do this, we see that American
families could see their utility bills fall by over $1,000 a year, and
we could create 1.3 million new jobs. But we can only deliver these
benefits to Americans if Congress provides a policy infrastructure
to support aggressive energy efficiency implementation.

We are very encouraged by action in the 114th Congress today.
We were thrilled that the first energy bill that went to the Presi-
dent, and will be signed today, is S—535, and we thank the Chair-
man and the members of the Committee who worked so hard to
move this bipartisan bill through the full House. We view S-535
as a strong indicator that the comprehensive energy legislation you
are creating will include meaningful efficiency policies. And the
draft title already does contain some of these policies, but, like the
Ranking Member, we are deeply concerned that some of the provi-
sions will actually impede or roll back progress that we are mak-
ing.
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So first let me run through quickly those provisions that we sup-
port. We support all the provisions in Chapter 1 which deal with
improving Federal energy efficiency, with the exception of the re-
peal of the fossil fuel consumption requirements. We could support
this repeal if it were coupled with strong efficiency goals, as it is
in other legislation pending before the Congress. We also support
the provisions in Chapter 2 that safeguard the integrity of the En-
ergy Star program, and require energy guide labels to include in-
formation on the smart grid capability of products. We support all
the provisions included in Chapter 4, as these enable energy and
water efficiency measures in Federal buildings. And finally, we
sup(rl)ort Chapter 5, which enable schools to make efficiency up-
grades.

As much as we support these provisions, we have very, very
strong objections to the provisions included in Chapter 3. Building
energy codes are a critical policy tool for advancing energy effi-
ciency in the largest consuming sector of our economy, and they
have been very effective. As a result of a 38 percent improvement
in the codes that we have seen in recent years, we have seen a re-
duction of $44 billion annually in the energy bills of American fam-
ilies.

The Department of Energy has played a key and critical role in
delivering improvements in the building energy codes, and we be-
lieve that it is imperative that the Department continue to engage
in every step of the code making process, from development, to
adoption, to implementation. The Alliance, therefore, urges the
committee to strike the current provisions in Chapter 3 and to re-
place them with the building energy code provisions that are con-
tained in the newly reintroduced McKinley-Welch Energy Savings
and Competitiveness Act. These provisions actually strengthen
model building codes to make new homes and commercial buildings
more energy efficient, and they also work with the states and the
private sector to improve the transparency of the code writing proc-
ess.

The McKinley-Welch bill was carefully developed to address con-
cerns of both advocates, builders, and code making bodies. In addi-
tion, their bill deals with the up-front cost of efficiency by ensuring
that the upgrades are valued in the appraisal and the mortgage
underwriting process. The provision, known as the Save Act, enjoys
the support not only of advocates like me, but also of the National
Association of Realtors, the Chamber of Commerce, and many,
many others. So as the Committee continues its work, we urge
members to review the many bipartisan energy efficiency bills that
are emerging, or being reintroduced, and in particular we ask the
Committee to consider not just the building energy provisions in
the McKinley-Welch bill, but all of the provisions in that bill which
have broad-based bipartisan support.

So I commend the Chair and the committee for seeking to in-
clude energy efficiency as a pillar of national energy policy, and we
are hopeful that, as the committee continues its work, the energy
efficiency title will be made much more robust so we can achieve
that goal, and we can offer, as the Alliance to Save Energy, our full
throated support. Thank you.

[The prepared statement of Ms. Callahan follows:]
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Statement of Kateri Callahan
President
The Alliance to Save Energy
Before the
Subcommitiee on Energy & Power
Committee on Energy and Commerce

U.S. House of Representatives

April 30, 2015

Introduction

Good morning, Mr. Chairman and Members of the Subcommittee, my name is
Kateri Callahan and T am the President of the Alliance to Save Energy. Ithank you
for inviting me to testify today regarding the Committee’s Discussion Draft on
Energy Efficiency and Accountability.

The Alliance is a bipartisan, nonprofit coalition of nearly 140 businesses,
organizations and institutions -- spanning every sector of our economy -- that
works to advance energy efficiency worldwide. Founded in 1977 by Senators
Charles Percy, a Republican from Illinois, and Hubert Humphrey, a Democrat
from Minnesota, we are honored to continue a 38-year history of bi-partisan
leadership from the House and Senate as Honorary Members of our Board of

Directors. We are pleased to recognize the leadership of the following Members of
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the Energy and Commerce Committee among the 16 House and Senate leaders
who are helping us to advance energy efficiency, to drive energy productivity gains
for our economy and to stop energy waste: Michael Burgess (R-TX), Peter Welch
(D-VT), David McKinley (R-WV), Paul Tonko (D-NY) and Adam Kinzinger (R-

IL).

Energy Efficiency: America’s Greatest Energy Resource

Since the founding of the Alliance, our country has made huge strides in driving
energy efficiency into our economy through new technologies, private and public
investment and, most importantly, through adoption of sound public policies. The
United States has doubled its energy productivity -- we now get twice as much
gross domestic product (GDP) from each unit of energy consumed than we did in
1970°s. And, this translates into huge savings for American consumers and
businesses on energy bills. ACEEE has reported that Americans saved $800
billion on their collective energy bills last year.!

The EIA is forecasting further gains in energy productivity of 53% between now
and 2030 just on a “business-as-usual” case thanks in very large measure to the

wide array of impactful energy efficiency policies that Congress already has put

1 Referenced in the testimony of Steve Nadel, ACEEE, before the Senate Energy and Natural Resources Committee
on April 30, 2015.
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into place, including appliance and equipment standards, fuel economy standards
and building energy codes to name a few of the critical policy areas. But, our
country will be poorly served if we do not continue to put in place innovative and
cost-effective policies that will increase the pace of energy efficiency adoption
across the entire economy.
At the Alliance to Save Energy we believe we can once again double our energy
productivity as a nation, this time within only the next 15 years, by the year 2030.
An independent, economic analysis of the impact of achieving this goal found that
doubling energy productivity would reduce the energy bills of American families
by more than $1,000 per year and create 1.3 million new jobs all while reducing
CO2 emissions to 1/3 below the level emitted in 2005. This is a bold and audacious

goal, but eminently doable if we enact the right policies.

The Congressional Road Ahead

Fortunately, and likely driven by the past policies that have helped us to cut energy
waste out of the economy, we meet at a time when the Members on both sides of
the aisle and in both chambers are placing a first priority on energy efficiency as
energy legislation is being developed. Importantly, we have just witnessed an
important milestone with the House adoption S. 535, the Energy Efficiency

Improvement Act, earlier this month.
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S. 535 is the first energy bill of the 114" Congress to be sent to the President and 1
am pleased to report that the President will sign the legislation into law later today.
More than two dozen bills relating to efficiency are under consideration in the
Senate Energy Committee and with this Committee beginning its work on a
comprehensive energy bill that will include an efficiency title, we anticipate a
similar number of proposals to emerge in the House.

While we are pleased that the Committee’s Discussion Draft contains some
provisions that will serve to advance energy efficiency, we are deeply concerned
that other of the provisions in the Discussion Draft actually will serve to impede
and/or roll back progress we are making to drive greater energy productivity.
Without significant changes to the energy efficiency title of the Discussion Draft
we will be unable to offer our support. Having said that, the Alliance pledges to
work together in a spirit of cooperation toward development of an efficiency title

that we can embrace without reservation.

Comments on Title IV — Energy Efficiency and Accountability

Provisions We Support

First, there are many provisions which we support wholcheartedly. These include:
1. All of the provisions in Chapter 1 dealing with improving federal agency

energy efficiency, with the exception of Section 4114, the repeal of the fossil
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fuel consumption requirements for federal buildings. The Alliance would
support this repeal if it were coupled with an extension of the energy
efficiency goals for the government that expire at the end of 2015. There is
legislation pending in the Senate, S. 869, that includes both the repeal and
the energy efficiency provisions. This bill has wide support among industry
and advocates alike.

2. Section 4121 and Section 4122 of Chapter 2 which safeguard the integrity of
the Energy Star program and require Energy Guide labels to include
information on smart grid capability of products.

All of the provisions included in Chapter 4, entitled Energy Performance

(V8]

Contracting, which will enable energy and water efficiency measures in
federal buildings.
4. Chapter 5, which establishes a clearinghouse to provide information and
resources to schools make efficiency upgrades.
The Alliance urges the Committee to move forward with all of these provisions,
again with the caveat that the repeal of the fuel use restriction clause needs to be

accompanied with provisions strengthening energy efficiency requirements..
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Provisions We Oppose

We strongly object to the provisions included in Chapter 3, Building Energy
Codes. Building energy codes are an important tool for advancing energy
efficiency in the largest consuming sector of our economy. Buildings represent
more than 40% of the energy we consume. As a result of a 38% improvement in
the codes in recent years, we have seen a reduction of $44 billion annually in the
energy bills of American families. And, there are more savings to be realized.
The Department of Energy has played a key and critical role in the development,
evaluation, adoption and implementation of building energy codes and it is
imperative that this work continue unimpeded.

The Discussion Draft’s provisions eviscerate DOE’s historic role in three
important ways that are detrimental to sound national energy policy.

s First, the provisions weaken the certification process for state code
submissions, creating essentially an “automatic” certification by DOE
regardless of whether or not efficiency criteria are met;

e Second, DOE is barred from participating in the critical steps of code
development, evaluation and adoption and can provide technical assistance

to states only on implementation and even that support has limitations; and,
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e Third, DOE cannot provide any assistance — technical or financial —if it

finds that a proposed code does not meet a simple payback period of ten

years or less.
“Simple Payback” is a flawed concept for valuing energy investments that are
rolled into a mortgage on a new home or building that likely will last for more than
50 years. Home and commercial building owners who finance their purchase don’t
pay the full incremental cost of energy efficiency improvements up front but over
the course of the mortgage term. And, importantly, the energy bill savings begin
on day one of ownership.
A poll conducted by the National Association of Homebuilders (NAHB) found that
9 out of 10 Americans will pay 2-3% more for homes that contain energy
efficiency upgrades.? This provides evidence that homeowners understand the
concept that efficiency upgrades are “permanent” and add value to the home. The
Alliance and many others, including the some of the nation’s largest home builders
are working together in support of enactment of the “SAVE Act” which will ensure
that the value of efficiency upgrades is taken into account during both the appraisal

and the mortgage underwriting processes.

We urge the Committee to remove Chapter 3 from the Discussion Draft.

2 “What Home Buyers Really Want” Study from NAHB
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Other Comments
With respect to other provisions of the Discussion Drafi, we have these comments:
Section 4124 of the bill is effectively an “old chestnut” wherein the updating by
DOE of a longstanding rule has been delayed by litigation and other factors. We
recognize and appreciate the concerns that have been raised about the rule relating
to its practical impact on customers, especially low income customers. And, as
such, we are part of the ongoing negotiating process, and are hopeful that the
negotiations will produce a consensus resolution before the rule is scheduled to go
into effect in April of 2016.
We understand that the Section 4124 may be amended, and as some of the
stakeholders in the negotiating process are opposed to the current version, we
would appreciate the opportunity to work with the Committee and other

stakeholders to craft language that will can garner consensus support.

Suggested Additions

We commend the Chair and the Committee for working to develop a
comprehensive energy bill that seeks to include energy efficiency as a pillar of
national energy policy. We are hopeful that as the Committee continues its work,
the energy efficiency title can be made much more robust with the addition of

innovative and cost-effective provisions that are contained in bills introduced by
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Committee members and others in the House on a bi-partisan basis. One such
proposals that we believe has merit and deserves consideration for inclusion in the
bill include the Energy Savings and Industrial Competitiveness Act was re-
introduced by Reps. McKinley and Welch yesterday.

» The bill strengthens mode! building codes to make new homes and
commercial buildings more energy efficient while working with states and
the private sector to improve the transparency of the code-writing process;

e The bill promotes the training of the next generation of the clean economy
workforce in energy-efficient commercial building design and operation
through university-based Training and Research Assessment Centers;

o The bill establishes a “Supply Star” program to help make companies’
supply chains more efficient;

» The manufacturing process will be helped by incentivizing the use of more
energy efficient electric motors and transformers; and,

e The bill incorporates the provisions of the SAVE Act, which I referenced
earlier, by requiring that all mortgages issued, insured, purchased or
securitized by a Federal agency must account for energy efficiency in the

mortgage underwriting process.
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Conclusion
Past history suggests that the process of crafting a comprehensive energy bill that
can garner enough support to be enacted by the Congress can be a challenging and
sometimes slow process. And, we note that there are many energy efficiency bills
that have broad bi-partisan support and which could begin delivering real benefit in
terms of energy and money savings for American homes and businesses.
It is our hope that the Committee will move any such bills that do not find their
way into the energy package forward even as work proceeds on the bigger bill.
And, should the process of moving a comprehensive bill slow or stall, then we
hope that the Committee will consider action on the provisions included in the
efficiency title separately. Where there is broad consensus and demonstrated,
tangible benefit to the country — as there is with energy efficiency policies — we
believe that it is important for Congress to act.
Finally, it is imperative that no provisions, such as those currently included as
Chapter 3 of the Draft Discussion that impede or “roll back” effective energy
efficiency policies and programs are included in any comprehensive bill reported
by the Committee. We need to move forward on energy efficiency not backward.
Thank you again for this opportunity to present the views of the Alliance to Save
Energy and I look forward to working with the Committee on energy efficiency

legislation.
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Mr. WHITFIELD. Well, thank you, Ms. Callahan. I was wondering
why Congressman McKinley was asking us to pay particular atten-
tion to your testimony, but when you refer to him as a forward-
thinking leader, I mean, I understand.

Our next witness is Mr. John Somerhalder, who is the Chairman
and President and CEO of AGL Resources, and he is testifying on
behalf of the American Gas Association. So you are recognized for
5 minutes.

STATEMENT OF JOHN W. SOMERHALDER II

Mr. SOMERHALDER. Thank you. Good morning, Chairman
Whitfield, Ranking Member Rush, and members of the committee.
Again, I am John Somerhalder, both the past Chairman of AGA,
and Chairman, President, and CEO of AGL Resources. I am proud
that my company serves many of the states represented on this
Committee, including New Jersey, Illinois, Virginia, Texas, Florida,
California, and Maryland. We support the Committee’s discussion
draft because it will remove inappropriate barriers to the use of
clean, energy efficient, cost-effective natural gas.

Gas utilities have shared your focus around greater energy effi-
ciency for a long time. Sixty-eight million residential gas consumers
today use the same amount of gas that 38 million customers used
in 1970. Every year gas utilities spend about $1.5 billion on energy
efficiency, and help customers save 136 trillion BTUs of energy,
and reduce about 7.1 million metric tons of carbon dioxide. We are
proud of what we do as a company as well. Since 2011, our AGL
utilities have invested $188 million in energy efficiency programs.
We have helped 45,000 customers purchase high efficiency fur-
naces. We have helped save enough energy to—and natural gas to
heat 80,000 homes for a year, and we have delivered the highest
1 year energy savings by a gas only utility in the U.S. history just
last year.

We support your efforts to find a common sense standard for res-
idential furnaces. Under DOE’s own analysis, only a third of home-
owners will be better off under its proposed rule, and about a third
of low income customers will be worse off. We think DOE’s assump-
tions are also too rosy. They don’t fully reflect the cost to con-
sumers. Our data shows that an average customer would be forced
to pay an additional $350 in the unit cost for the furnace, and an
additional $1,500 up to $2,200 for the installation of that unit. The
Gas Technology Institute predicts that the proposed rule would im-
pose an additional $44.9 million in energy costs, and produce an
additional 348,000 tons of CO; per year. We cannot support an effi-
ciency standard that imposes higher costs, requires more energy,
and provides more emissions.

Section 4124 of the discussion draft would require DOE to stop
its rulemaking and start a negotiated rulemaking involving a
broader group of stakeholders. As discussed—have discussions be-
tween AGA and other stakeholders have shown over the past sev-
eral months, there are alternatives that would meet our shared
goals for energy savings and consumer benefits. The negotiated
rulemaking process included in the discussion draft will help us
reach that consensus.
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As you know, Section 4115 would repeal Section 430 of the En-
ergy Independence and Security Act of 2007, a provision that bans
all fossil fuel generated energy use in new and renovated Federal
buildings by the year 2030. The fossil fuel ban was passed when
the government thought U.S. supplies were dwindling. It had good
intentions, but DOE’s own analysis shows the cost to taxpayers
would jump from $30 million today to over $500 million in 2019,
and over $1.1 billion in 2030, almost a 4,000 percent increase from
today’s cost. It simply is not practical.

We also support a provision sponsored by Representatives
Blackburn and Schrader, H.R. 1273. Model building energy codes
are developed by private organizations. States and local govern-
ments choose to either adopt the new standards, or to maintain
their current standards. DOE has too often taken on an inappro-
priate advocacy role in co-development. The provisions would intro-
duce greater transparency in the Department of Energy’s technical
support of co-development, specifically prohibiting DOE funding or
personnel from involvement in any advocacy related to code adop-
tion.

Finally, Section 4142 clarifies that the term of a utility energy
service contract can extend beyond 10 years, but not exceed 25
years, correcting a Department of Defense interpretation. A 10 year
term severely limits a utility’s ability to help the DOD reach its en-
ergy security, energy efficiency, and renewable energy goals. At
AGL Resources, we understand the importance of these types of
projects. Since 2003 we have worked on 10 projects, totaling rough-
ly $31 million, in Georgia, Virginia, and Florida to provide these
vital energy efficiency programs.

Mr. Chairman, thank you for the opportunity to testify today. I
look forward to questions from the Committee.

[The prepared statement of Mr. Somerhalder follows:]
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SUMMARY OF TESTIMONY:
John Somerhalder, President and CEO, AGL Resources
Past Chairman, American Gas Association

AGA and its member companies are strong advocates for energy efficiency in all direct use
applications of natural gas. Nationwide, natural gas utilities supported energy efficiency programs
with investments neating $1.1 billion in 2012, and similar investments in 2013 reached $1.5 billion.
Since 2011, AGL Resouzces has invested $188 million in energy efficiency programs, helping our

customers save over 58 million therms in just four years.

AGL Resources and the American Gas Association wish to express strong support for:

®  Section 4124, which addresses the development of fair, effective, and non-regressive energy
efficiency standards for residential natural gas furnaces.
e Section 4115, which will restore the ability of federal installations to benefit from the use of
energy cfficient, cost-effective, end-use applications of natural gas in the long-term.
® Section 4131, which reaffirms the U.S. Department of Energy’s appropriate role as a source
of technical expertise in the development of energy efficiency codes and standards for
buildings and appliances — and the importance of maintaining a bright line between technical
consultations and policy advocacy.
e Section 4142, which would clarify the Federal government’s use of utility energy service
contracts (UESCs).
AGA is concerned that DOE’s cutrent proposal for a new enetgy efficiency standard for residential
natural gas furnaces standard significantly overestimates the associated energy savings and
greenhouse gas emission reductions the new standard would achieve, while also unfairly imposing
significant economic burdens on many American consumers — especially low-income houscholds.
The rule could actually cause some consumers to switch away from natural gas to less efficient

forms of heating, with the net effect of causing increases in total energy usage, carbon dioxide

emissions, and consumer costs.

Tmplementation of the “Section 433” fossil fuel ban will severely limit — and ultimately prohibit —
adoption of highly efficient technologies using natural gas at federal facilities, such as combined heat
and power, fuel cells and waste heat recovery systems. The statute also creates a counterproductive
bias in federal policy against clean and affordable natural gas. The United States is now the world’s
leading producer of natural gas. The Federal government should serve as an example to homes and
businesses across the country by demonstrating how this abundant, domestic resource can increase

energy efficiency, decrease overall emissions, imptrove our energy security and save money.
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WRITTEN TESTIMONY OF
JOHN SOMERHALDER

PRESIDENT AND CEO
AGL RESOURCES

PAST CHAIRMAN
AMERICAN GAS ASSOCIATION

Good morning, Chairman Whitfield, Congressman Rush, and members of the Committee. Tam
John Somerhalder, President and CEO of AGL Resources, and past Chairman of the American Gas

Association. I am pleased to appear before you today.

The American Gas Association, founded in 1918, represents more than 200 local energy companies
that deliver clean natural gas throughout the United States. There are more than 72 million

residential, commercial and industrial natural gas customers in the U.S,, of which 94 percent — over
68 million customers — receive their gas from AGA members. Today, natural gas meets more than

one-fourth of the United States' energy needs.

AGA and its member companies are strong advocates for energy efficiency in all direct use
applications of natural gas. Nationwide, natural gas utilities supported energy efficiency programs
with investments nearing $1.1 billion in 2012, and similar investments in 2013 reached $1.5 billion.
Through these energy efficiency investments, AGA members helped customers save 136 trillion Btu

of energy and offset 7.1 million metric tons of carbon dioxide in 2012.

I am proud to say that my own company, AGL Resources, is a recognized leader in our commitment
to energy efficiency. Since 2011, AGL Resources has invested $188 million in energy efficiency
programs, helping our customers save over 58 million therms in just four years. That amount of
natural gas saved is enough to heat 80 thousand homes in one yeatr. Also since 2011, our programs

have helped nearly 45,000 customers to purchase and install high efficiency furnaces.

AGL Resoutces and the American Gas Association support the Committee’s discussion draft. In

particular, we commend the inclusion of elements that will remove barriers to the use of clean,
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energy efficient, cost-effective natural gas. 1 will direct my comments to four specific legislative

provisions included in the discussion draft:

s The first of these, scction 4124, addresses the development of fair, effective, and non-
regressive energy efficiency standards for residential natural gas furnaces.

e The second, section 4115 will restore the ability of federal installations to benefit from the
use of energy efficient, cost-effective, end-use applications of natural gas in the long-term.

o The third, section 4131 reaffirms the U.S. Department of Energy’s appropriate role as a
source of technical expertise in the development of energy efficiency codes and standards
for buildings and appliances — and the importance of maintaining a bright line between
technical consultations and policy advocacy.

s And finally, section 4141 would clarify the Federal governments use of utility energy service

contracts (UESCs).

I will begin by explaining why section 4124 is so critical. First and foremost, AGA is concerned that
DOE’s current proposal fot a new energy efficiency standard for residential natural gas furnaces
standard significantly overestimates the associated energy savings and greenhouse gas emission
reductions the new standard would achieve, while also unfairly imposing significant economic

burdens on many American consumers — especially low-income households.

AGA worked with the American Public Gas Association and the Gas Technology Institute (GTI)',
to analyze the real-wotld emissions and energy usage levels that would result if a significant number
of consumers respond to the rule by switching away from natural gas furnaces in favor of other less
efficient fuels. The analysis incorporates the results of a national survey of builders and contractors
that AGA conducted to assess the appliance and fuel choices that would likely occur under a
national condensing furnace standard. According to the survey, about 22 percent of homes with
existing non-condensing furnaces cannot be easily retrofitted with a condensing furnace, either
because of prohibitive expense or due to local building codes that would prevent the new venting
systems. The added cost of buying and installing a condensing furnace to replace a non-condensing

furnace ranges from $1850 to §2550. GTT's impact analysis indicates significant adverse

*an independent, not-for-profit technology organization
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consequences are likely to accrue under a national condensing rule standard, if the rule is not

structured to minimize the likelihood of fuel switching from natural gas to electrical appliances.

The analysis shows that even small degrees of displacement of natural gas appliances would result in
outsized adverse effects including greatet overall energy usage, higher consumer costs, and increased
carbon emissions. In the first year of the program alone, GTT estimates the rule would result in the
emission of nearly 350 thousand additional tons of carbon dioxide, an increase of 463 thousand
decatherms of energy usage, and added consumer costs nationwide totaling $45 million. We are
deeply concerned that, if not appropriately structured, this rule could prove to be the first energy
efficiency standard issued in the history of the Department that has the real-world impact of

inereasing our nation’s overall energy consumption and carbon footprint.

If finalized, AGA believes the rule would impose burdensome costs and renovations on many
homeowners replacing their natural gas furnaces. According to the Department’s own analysis, 66
percent of affected households would see no benefit or bear higher net costs under the proposed
rule. Specifically ~ and again according to DOE’s own analysis ~ 20 percent of households
nationwide would see a net life cycle cost increase, and in the South, neatly a third of affected
consumers would actually have higher costs under the proposed rule. Low-income consumers would
be the hardest hit — 39 percent of low-income consumners in the Southern United States would bear

higher costs for home heating as a direct result of the proposed rule.

DOE is required by statute to demonstrate that any new proposed standard is economically justified.
It is hard to understand how the Department can continue on its present course that will clearly

leave many Americans worse off than they are today.

Section 4124 of the discussion draft would right the course, This provision would require the
Department to halt its current rulemaking on residential natural gas furnaces, and to instead initiate a
negotiated rulemaking involving a diverse group of stakeholders. For the past several months, AGA
has participated in discussions about the furnace rule with a diverse group of environmental and
energy efficiency advocates and industry representatives. In these discussions, we are considering
alternative pathways for the rule that would meet our shared goals for energy savings and consumer

benefits. By establishing a negotiated rulemaking process, this section 4124 would provide an
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opportunity for all stakeholders to contribute to a successful rule that benefits all American

households.

The next section I will address is the discussion draft’s section4115. This section would repeal
section 433 of the Energy Independence and Security Act of 2007, a provision which mandates
elimination of all fossil fuel-generated energy use in new and renovated Federal buildings by the year

2030.

The section 433 fossil fuel ban is deeply flawed. Its implementation will severely limit — and
ultimately prohibit — adoption of highly efficient technologies using natural gas at federal facilities,
such as combined heat and power, fuel cells and waste heat recovery systems. The statute also
creates a counterproductive bias in federal policy against clean and affordable natural gas. The
United States is now the world’s leading producer of natural gas. The Federal government should
serve as an example to homes and businesses across the country by demonstrating how this
abundant, domestic resource can increase encrgy efficiency, decrease overall emissions, improve our

energy security and save money.

In fact, the Department of Energy’s analysis of the fossil fuel ban indicates the provision will impose
unacceptably high costs on the Federal government, which will ultimately be borne by tax payers.
DOE estimates that Federal construction costs will jurnp from today’s level of $30 million annually
to $536 million in 2019, when fossil fuel-generated energy must be reduced by 80 percent.
Construction costs for Federal buildings jump again to $1.135 billion annually by 2030, when fossil

fuel-generated energy must be eliminated.

This projected surge in federal construction costs amounts to an increase of 3,783 percent. What
the Ametican people will get for this exorbitant expense is a Federal government turning its back on
an emerging source of natonal strength and secutity: our abundant reserves of natural gas. Ttis
equally vexing that these high costs mean that funds will be diverted from other projects that could
meaningfully and cost-effectively increase energy efficiency and reduce greenhouse gas emissions

from federal buildings.
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Next, I will speak to the importance of the discussion draft’s section 4131. This provision was
introduced as a stand-alone bill, the Energy Savings and Building Efficiency Act (H.R. 1273). We
thank the sponsors of that legislation, Representative Blackburn and Representative Schrader, for

their leadership.

Model building energy codes are developed by private organizations like the International Codes
Council (ICC) and the American Society of Heating, Refrigerating and Air-Conditioning Engineers
(ASHRAE). These codes are updated every three years and then state and local governments choose
to either adopt the new standard, or to maintain their current standard. While the federal
government does not specifically adopt codes, DOE does play a significant role in their

development, and also works with states to facilitate adoption and enforcement.

The Blackburn-Schrader provision addresses concerns expressed by AGA and othets that DOE has
too often taken on an inapproptiate advocacy role in code development. The provision would
institute greater transparency in the U.S. Department of Energy’s technical support of code
development, specifically prohibiting IDOE funding or personnel from involvement in any advocacy

relating to code adoption.

Finally, section 4141 states that the term of a contract can extend beyond 10 years, but not exceed
25 years, correcting a belief within the U.S. Department of Defense (DOD) that contracts with
USECs can only be up to 10 years. The 10-year contract severely limits utilities’ ability to help the

DOD reach its energy security, energy efficiency and renewable energy goals.

This concludes my testimony, Mr. Chairman. Tlook forward to questions from the Committee.
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Mr. WHITFIELD. Thank you very much. And our next witness is
Mr. Frank Thompson, who is President of Sweetwater Builders and
he is testifying on behalf of the National Association of Home
Builders. And you are recognized for 5 minutes.

STATEMENT OF FRANK THOMPSON

Mr. THOMPSON. Chairman Whitfield, Ranking Member Rush,
members of the committee, I am pleased to appear before you today
on behalf of the 140,000 members of the National Association of
Home builders, and to testify in support of the Strategic Petroleum
Reserve discussion draft, and Title 4 on energy efficiency. My name
is Frank Thompson. I am a home builder from Western Pennsyl-
vania.

As a longtime leader in the drive to make new and existing
homes more energy efficient, while prioritizing housing afford-
ability, NAHB, is uniquely positioned to analyze the impact of this
legislation on home building, remodeling, and rental housing indus-
tries. NAHB supports this discussion draft. Of importance to
NAHB, this draft includes provisions from H.R. 1273, introduced by
Representatives Blackburn and Schrader, that use model building
energy codes to encourage meaningful energy savings for residen-
tial construction that are achievable and cost-effective.

As a single family home builder in Western Pennsylvania, I deal
with energy codes, the baseline energy efficiency requirements for
buildings every day, and I understand how different energy effi-
cient features impact the performance of a home. I also participate
in the development of these codes because they so intimately affect
the way I build. The earlier versions of these codes focused on con-
sumers, helping them reduce their utility bills with affordable im-
provements to their home. Over the last few years, however, I have
seen negative trends.

First, while it does not write or publish the codes, the Depart-
ment of Energy participates in the development of the codes by pro-
viding technical assistance, needed building science research, en-
ergy modeling, and analysis that only DOE can provide. But NAHB
has concerns that technical assistance has been broadly interpreted
to allow representatives from DOE to advocate for or against cer-
tain technologies, picking winners and losers, and seeking aggres-
sive and costly requirements.

Another unfortunate trend in energy codes is the failure to con-
sider the true economic costs when seeking further energy reduc-
tions. We know how valuable the energy savings are to the con-
sumer, but even with these savings there is a significant upfront
investment. The 2012 version of the residential code had such sig-
nificant cost increases that it would take the average family 13.3
years to recoup those costs through utility savings. Some parts of
the country, including the entire State of Kentucky, and parts of
Illinois, saw payback periods in excess of 16 or 17 years. Meeting
an energy code is a requirement for every single home, including
low cost housing—or, excuse me, low income housing. Increasing
housing costs for all homebuyers will have the unintended con-
sequence of reducing housing affordability. For every $1,000 in-
crease in the price of a home, 246,000 households will be priced out
of a mortgage.
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This proposed legislation will drastically improve the manner by
which model building energy codes are developed by establishing
guidelines for DOE that increase transparency, and ensure an open
and fair process. This legislation will also require any code sup-
ported by DOE to be cost effective, allowing homeowners to recoup
any investment in 10 years or less. NAHB strongly supports the
discussion draft, and urges the Committee to swiftly pass this as
legislation.

NAHB would also like to weigh in on Section 4124 of this draft,
which addresses a flawed DOE rule on non-weatherized gas fur-
naces included in any final legislation. This provision would re-
quire DOE to convene a representative advisory group of interested
stakeholders to help analyze the impacts of the proposed rule, and
determine whether it is technically feasible, and economically justi-
fied, and if not, participate in a negotiated rulemaking.

I thank you for this opportunity, and welcome your comments.

[The prepared statement of Mr. Thompson follows:]
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SUMMARY OF TESTIMONY
Frank Thompson, National Association of Home Builders

NAHB strongly supports the Strategic Petroleum Reserve Discussion Draft — Title IV Energy Efficiency, and
appreciates the opportunity to provide testimony in support of Sections 4131 Greater Energy Efficiency
in Building Codes and 4124 Residential Non-Weatherized Gas Furnaces and Mobile Home Furnaces.

NAHB represents more than 140,000 members involved in the home building, remodeling, multifamily
construction, property management, subcontracting and light commercial construction industries.
NAHB's goal has been to ensure that housing is a national priority and that all Americans have access to
safe, decent and affordable housing, whether they choose to buy or rent a home.

SEC. 4131. GREATER ENERGY EFFICIENCY IN BUILDING CODES

The Role of DOE in the Development of Model Building Energy Codes

Mode! building energy codes are used across the country to establish minimum standards for building
energy efficiency. The codes are developed by private entities, updated every 3 years, and adopted by
state and local governments. Once adopted, the code becomes a baseline requirement for all buildings.

While it does not write or publish the codes, the Department of Energy (DOE) participates in their
development by providing technical assistance—needed building science research, energy modeling and
analysis that only DOE can provide. But NAHB has concerns that “technical assistance” has been
broadly interpreted to allow representatives from DOE to advocate for or against certain technologies,
picking winners and losers and seeking aggressive and costly requirements.

By requiring DOE to publish any proposed energy savings targets, code changes calculations, and
methodology in the Federal Register, this section will increase transparency and guarantee that the
public is heard. It would also prohibit DOE from advocating on behalf of certain products and
technologies. This will help ensure a fair process that doesn’t advantage some businesses over others.

Cost-Effectiveness

DOE also fails to consider the true economic costs when seeking further energy use reductions. Meeting
an energy code is a requirement for every single home, including low-income housing and homes for
first-time home buyers. Increasing housing costs for all home buyers will have the unintended
consequence of reducing housing affordability.

This section would require any code or proposal supported by the Department of Energy (DOE) to have a
simple payback of 10 years or less, This will ensure that we continue to increase the efficiency of
homes, but that we do 5o at a rate that families can afford.

Section 4124 — RESIDENTIAL NON-WEATHERIZED GAS FURNACES AND MOBILE HOME FURNACES

This section which would require DOE to convene an advisory group to further analyze the recently
proposed rule on gas furnaces, which eliminates non-condensing gas furnaces from the market.
Replacing a non-condensing furnace with a condensing furnace will often require remodeling to re-route
the exhaust system and this could potentially cost homeowners hundreds, if not thousands of dollars.
This type of retrofit may also be impossible in row homes and multifamily structures. Further, the cost-
benefit analysis DOE used to justify the rule was averaged on a nationwide basis and neglects the low
energy savings that would be achieved in the south.
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introduction

Chairman Whitfield, Ranking Member Rush and members of the Committee, | am pleased to appear
before you today on behalf of the 140,000 members of the National Association of Home Builders
(NAHB) and to testify in support of the Strategic Petroleum Reserve Discussion Draft, specifically Title IV
Energy Efficiency. My name is Frank Thompson and | am a home builder from Pennsylvania. lama

member of NAHB’s Board of Directors and the immediate past Chair of the Construction Codes and

Standards Committee.

Thank you for welcoming NAHB to this important policy discussion. As a longtime leader in the drive to
make new and existing homes more energy efficient while prioritizing housing affordability, NAHB is
uniquely positioned to analyze the impact of the legislation on the home building, remodeling and rental

housing industries.

The Strategic Petroleum Reserve Discussion Draft, which includes the “Energy Savings and Building
Efficiency Act of 2015 (H.R. 1273),” as introduced by Representatives Blackburn and Schrader,
encourages meaningful energy savings for residential construction that are achievabie and cost-
effective. As a single family home builder in western Pennsylvania, | deal with energy codes, the
baseline energy efficiency requirements for buildings, every day and | understand how different energy
efficient features impact the performance of a home. 1 also participate in the development of energy
codes because they so intimately affect the way { build. The earlier versions of these codes focused on
consumers - helping them reduce their utility bills with affordable improvements to their home. Over
the last few years, however, | have seen some negative trends. This proposed legislation will improve

the manner by which mode! building energy codes are developed, by establishing guidelines for DOE
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that increase transparency and ensure an open and fair process. This legislation will also require any

code supported by DOE to be cost-effective. NAHB strongly supports this discussion draft and urges the

Committee to swiftly pass this as legislation.

Housing industry Background
NAHB’s members build approximately 80 percent of all new housing in America each year. Collectively,

we employ millions of people and generate 17% of our nation’s gross domestic product.

The housing industry is just starting to come out of the worst economic downturn since the Great
Depression. In order to meet the housing needs of a growing population and replacement requirements
of older housing stock, the industry should be buiiding 1.4 million new single-family homes each year,
But in 2014, home builders constructed only 648,000 single family homes. That said, the industry is

improving and builder confidence is on the rise.

Single-Family Starts
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Energy in the Residential Sector
One of the bright spots in the housing sector is the growing demand for energy-efficient homes. New
homes are considerably more efficient than older homes, and consumers want energy-efficient

windows, doors and mechanical equipment,

According to the Energy Information Administration, homes built after 1999 consume only 2% more
energy on average than homes built prior to 2000, even though these homes are, on average, 30%

larger. Infact, heating and cooling no longer account for the majority of energy use in a home."

These gains are due to energy efficiency improvements in new construction. Homes built from 2000-
2009 account for only 3.2% of the total energy consumption in the country, while older homes account
for 19%. Because new homes are already so efficient, any significant reduction in overall energy use can

only be achieved by addressing the existing building stock and occupant behavior.

The existing building stock comprises over 95 million rental and owner-occupied homes that were buiit
before 1991, when modern energy codes were first established. And 80% of the buildings that exist

today will still be in use in 2050.

But building retrofits can be very expensive. NAHB believes that incentive programs are an important

tool to reduce the barriers of high initial costs and encourage more home owners to invest in energy

tys. Energy information Administration, Residential Energy Consumption Survey
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efficiency. Tax incentives see the fastest results and are the most effective at advancing energy
efficiency improvements. Sections 25¢ for qualified improvements in existing homes (building
components), 454 for new homes and 179D for commercial buildings have permeated the market and
assisted many families and building owners investing in efficiency, NAHB estimates that for every
$100,000 spent on remodeling, 1.11 full-time equivalent jobs are created. The remodeling activity
generated by the 25C tax credit in 2009 was associated with over 278,000 full-time jobs. Unfortunately

because these tax incentives keep expiring and being retroactively renewed, the positive impact of these

incentives have decreased since 2011.

Occupant behavior is also a growing factor in energy consumption. Electricity use {not including space
heating and cooling) accounts for over 70% of energy use, irrespective of when a home was built. The
energy-use impact of items purchased by occupants after a home is built can be twice as large as the
impact of items typically installed by a builder like windows and insulation. Leaving the television on,
doing laundry, running the dishwasher, and even working from home can ali drastically increase energy
use in a home. Congress should examine education programs and other policies aimed at encouraging
consumers to use energy more wisely. One example is the budget-neutral Tenant Star program, which

Congress just sent to the President’s desk and recognizes tenants who decrease their energy use.

NAHB Green

NAHB is leading the way to improve energy efficiency in the residential sector for new and existing
homes. NAHB launched the development of a green building standard for residential buildings now
known as the ICC 700 National Green Building Standard {NGBS). The NGBS is an affordable yet rigorous

standard that applies to all types of residential buiidings, from single-family homes to multifamily
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buildings of all sizes, retrofits and land development. It focuses on energy efficiency, water
conservation, resource conservation, indoor environmental quality, site design and home owner
education and is the basis of a national certification program administered by the Home Innovation
Research Labs. This rigorous certification requires buildings to improve in every category to achieve a
higher certification level. The NGBS is also the first and only residential green building standard

approved by the American National Standards Institute (ANSI), which guarantees that the NGBS was

developed using a true consensus process.

NAHB is also working to educate builders on new green design and construction practices through
webinars, in-person courses offered during the international Builders’ Show and at our state and local
home builder associations and two professional designations. Earning the Certified Green Professional
(CGP) and the Master Certified Green Professional {(Master CGP) credentials requires continuing
education green building science and methods and a commitment to incorporate green building

principles into homes.

Strategic Petroleum Reserve Discussion Draft and specifically Title IV Energy Efficiency

Chapter 3 - Building Energy Codes

Model building energy codes such as the International Energy Conservation Code (IECC) are used across
the country to establish minimum standards for building energy efficiency. The codes are developed by
private entities, updated every three years, and are adopted by state and local governments. Once
adopted by a state or locality, the code becomes a baseline requirement for all buildings in that

jurisdiction.
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This discussion draft would reform the development of model buiiding energy codes by improving
transparency, setting the guidelines by which DOE operates in this context and ensuring that the code is

cost-effective and affordable.

Department of Energy Technical Assistance - Improving Transparency and Ensuring Product-Neutrality
While it does not write or publish the codes, the Department of Energy (DOE) participates in the
development of model building energy codes by providing technical assistance—needed building
science research, energy modeling and analysis that only DOE can provide. But NAHB has concerns that
“technical assistance” has been broadly interpreted 1o allow representatives from DOE to advocate for
or against certain technologies, picking winners and losers and seeking aggressive and costly

requirements.

Some businesses have realized that by inserting specific products into the code, they can require the use
of their products and increase their sales and profits. Instead of aliowing the builder to have flexibility in
making decisions in the interest of the buyer, the energy codes dictate specific construction methods
and which products to use. In addition, DOE has attempted to hire individuals or a firm to provide
advocacy assistance. While this has since halted, it is an example of inappropriate advocacy on the part

of DOE.

For example, in the 2012 1ECC, DOE proposed to prescriptively require foam sheathing, a specific type of
insulation. This proposal eliminated the ability to consider and use more cost-effective construction

materials and methods, Conversely, DOE did not support an NAHB proposal that would have increased
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flexibility by alfowing builders to trade off efficiency measures—wali insulation, for example—provided

they install more efficient mechanical equipment to achieve equivalent overall energy efficiency..

This draft would require DOE to publish any proposed energy savings targets or code changes and all
calculations and methodology in the Federal Register. This will go a long way towards increasing
transparency and ensuring that the public is heard. 1t would also prohibit DOE from advocating on
behalf of certain products and technologies. This will help ensure a fair process that doesn’t advantage

some businesses over others.

Ensuring Cost-effectiveness
Another unfortunate trend in energy codes is the failure to consider the true economic costs when
seeking further energy use reductions. We know how valuable the energy savings are to the consumer,

but even with these savings, there is a significant, upfront investment.

Meeting an energy code is a requirement for every single home, including low-income housing and
homes for first-time home buyers. tncreasing housing costs for all home buyers will has the unintended
consequence of reducing housing affordability. For every $1,000 increase in the price of a home,
246,000 households will be priced out of mortgage eligibility for a 30-year, fixed-rate mortgage with a

5% interest rate.

According to an NAHB market report, What Home Buyers Really Want, buyers are willing to pay for
lower utility costs, but need a 14 percent return, which corresponds to a 7-year payback. Budget-

conscience first time home buyers require a 5-year payback period (attached). The 2012 version of the
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1ECC had such significant cost increases that it would take the average family 13.3 years just to break
even, Some climate zones saw payback periods in excess of 16 or 17 years {see graphic below). The
average home owner does not stay In their home for this long and will never realize 3 return on their
investment, DOE typically analyzes cost-effectiveness over the life of the building, which they define as

30 years. Some energy efficiency advocates argue that the code should reflect a 30-year payback

period, but this is simply not realistic.

8
Natjonal Weighted
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The commercial building sector requires an even shorter return on investment in order to bring the cost
in line with commercial leasing structures (10 years or less}. Many lenders require strict return on

investment analyses. A Turner Construction Report, “2012 Green Building Market Barometer,”

indicated that 65% of commercial developers expect a payback period of 5 years or less (attached).

A DOE report prepared by the Pacific Northwest National Laboratory, Assessing U.S. ESCO Industry
Performance and Market Trends: Results from the NAESCO Database Project, found that, in the context
of Energy Service Companies {ESCOs), while institutional buildings can withstand a 7-year payback
period for energy efficiency improvements, private, commercial buildings can only withstand a 3-year
payback (attached). DOE’s own report acknowledges that a return on investment is critical for any

investments in energy efficiency.

With an aging infrastructure and building stock, more American families are going to be relegated to
living and working in less-efficient homes and buildings.” As the housing market recovers, home buyers
are facing dramatically different mortgage qualification requirements and financing issues than before
the downturn. The reality is that the oldest, least-efficient homes are the most affordable to families
with low to moderate incomes. Unfortunately, these families also bear the largest burden in energy
costs as a percentage of income.” Home energy use comprises about 17% of total housing costs, and
about 9% of the total income for families that earn less than the national median household income.

This draft would require any code, or proposal supported by DOE to have a simple payback period of 10

2 The average age of an owner-occupied home in the U.S. is now 35 years and climbing. See the following NAHB
analysis for more detail {“An Aging Housing Stock,” Eye on Housing blog,
http://eyeonhousing.org/2014/01/20/the-aging-housing-stock/)

° CES, 2010
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years or less. This will ensure that we continue to make energy efficiency improvements in buildings,

but we do so at a rate that the market can bare.

Section 4124 — Residential Non-Weatherized Gas Furnaces and Mobile Home Furnaces

While the primary focus of this testimony is to support the language included on energy codes, NAHB
would also like to weigh in on section 4124 of this discussion draft that addresses the recently proposed
DOE rule for residential non-weatherized gas furnaces and mobile home furnaces. This legislation would
require DOF to convene a representative advisory group of interested stakeholders to help analyze the
impacts of the proposed rule and determine whether it is technically feasible and economically justified,

and if not, participate in a negotiated rulemaking.

This is needed because the rule, as proposed, is not cost-effective in the southern U.S. Homes in the
warmer southern climate use much less heat throughout the year. Unfortunately, DOE used a
nationwide cost-benefit analysis to determine whether this rule is economically justified, and this

neglects significantly lower energy savings that would be realized in the south.

Additionally, this rule would eliminate the availability of non-condensing furnaces, which can complicate
the replacement of these furnaces in existing homes across the country. Replacing a non-condensing
furnace with a condensing furnace will often require remodeling to re-route the exhaust system, and
this could potentially cost homeowners hundreds, if not thousands, of additional dollars. This type of
retrofit may also be impossible or even illegal in some existing town homes and multifamily structures.
Replacing a furnace after a break would also take significantly more time and money. For these reasons,

NAHB believes that S. 1029 will help DOE better understand market realities and hopefully result in a
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more effective and economically justified rule. NAHB urges the committee to consider this legislation

and support its inclusion in the final energy package.

Conclusion

NAHB wants to work as a partner with all levels of government to encourage energy efficiency, however,
we must also make sure that any mandates are cost-effective and do not jeopardize housing
affordability. NAHB looks forward to working with the Committee to improve and ultimately advance

this important legislation. Thank you again, for this opportunity.
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Mr. WHITFIELD. Thank you, Mr. Thompson. And at this time our
next witness is Elizabeth Noll, who is an energy efficiency advocate
for the Natural Resources Defense Council, and you are recognized
for 5 minutes.

STATEMENT OF ELIZABETH NOLL

Ms. NoLL. Thank you, Mr. Chairman. Mr. Chairman, members
of the subcommittee, thank you for the opportunity to participate
in today’s hearing. My name is Elizabeth Noll. I am an energy effi-
ciency advocate at the Natural Resources Defense Council, here to
share our views on national policies and programs that lead to in-
creased investments in energy efficiency.

What would you say if I told you today we can save Americans
money, promote job growth, cut pollution, with a solution that is
affordable, easy to implement, proven effective, and what your con-
stituents want? That solution is energy efficiency. And states
across the country are seeing job growth, broad public support for
energy efficiency. Take Illinois, %5 of clean energy jobs—clean en-
ergy workers are employed in energy efficiency, and a recent poll
showed 70 percent of likely voters strongly support increased en-
ergy efficiency to meet the state’s energy needs.

In state after state, support for using efficiency to meet future
energy needs is the same or higher. Pennsylvania, 97 percent, Vir-
ginia, 95 percent, Ohio, 94 percent, and Michigan, 92 percent.
Meanwhile, Federal programs, like the Department of Energy’s Ap-
pliance Efficiency Standards Program, first authorized by Congress
in 1987, will save American 1.8 trillion on their utility bills
through 2030, and just last year those standards avoided more pol-
lution as comes from nearly 500 million cars.

Let me take a moment now to thank the Committee for their
leadership in helping pass the Energy Efficiency Improvement Act
of 2015 just last week. It shows once again that efficiency has bi-
partisan support. And let us not forget that Ronal Reagan signed
the first efficiency standard legislation almost 30 years ago. The
bill now on the President’s desk was a good start, but we must go
further. Every American home, building, and appliance that we
make more efficient saves money, cuts pollution, and moves our na-
tion closer to a more sustainable and prosperous future.

Some of the provisions before you today will bring energy savings
to your constituents, and others will increase the Federal Govern-
ment’s leadership, leading to innovation in the private sector as
well. However, I would like to highlight three troubling provisions
that we would strongly oppose, which are further detailed in my
written testimony.

First, Section 4124 would block the Department of Energy from
finalizing a much needed update to the efficiency standards for
non-weatherized gas furnaces. If Congress blocks the standard, it
will only hurt your constituents, especially moderate and low in-
come families struggling to pay their energy bills. As proposed in
March, these standards would save the average consumer $600
over the life of the furnace. Renters, who are often low income cus-
tomers, especially benefit from minimum standards. Without an
improved standard, property owners are likely to continue to buy
cheaper, less efficient models, which means higher bills for those
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tenants. Congress needs to strengthen existing programs and poli-
cies, not delay or weaken them.

Next, Section 4115 is counterproductive to cutting pollution in
Federal buildings. Phasing out fossil fuels has enormous potential
to reduce pollution, and that is a place where the Federal Govern-
ment can show leadership, and leverage the enormous benefit of ef-
ficiency to reduce the $6 billion it spends on its own buildings. And
finally, Section 4131 would hamstring the process for adopting
model building energy codes that deliver valuable savings for
homeowners and renters in your districts, and across the nation.
Smart Federal policies are essential to achieving the energy effi-
ciency progress that consumers want, and America needs. And we
know manufacturers will continue to innovate and rise to meet
these efficiency standards, while delivering the same or better per-
formance and options, as they have done.

In closing, Congress should reject any proposal to delay, weaken,
or repeal the clean energy programs that have proven effective, and
instead continue passing meaningful energy policies that Ameri-
cans want. Thank you.

[The prepared statement of Ms. Noll follows:]
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Mr. Chairman and members of the Subcommittee, thank you for the opportunity to share the views of
the Natural Resources Defense Council on national policies and programs that serve to increase
investments in energy efficient buildings and technologies as a means to save money, promote job
growth and cut carbon pollution. My name is Elizabeth Noll and | am an energy efficiency advocate at

NRDC.

N BRIEF:
NRDC has long advocated for energy efficiency as a critical component in meeting our energy demands
and climate goals, now and in the future. Some of these provisions will lead to energy savings for
American taxpayers and the federal government’s leadership will translate to innovation in the private
sector as well. However a number of these provisions will reverse the great progress we've made and
harm, including:

- Section 4124: Residential non-weatherized gas furnaces and mobile home furnaces which seek

to prohibit the Department of Energy from promulgating a final rule amending efficiency

standards for non-weatherized gas furnaces and mobile home furnaces.
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- Section 4131: Greater energy efficiency in building codes which seeks to increase transparency
and cost-effectiveness in the development of model energy codes.
- Section 4115: Repeal of fossil fuel consumption reduction for federal buildings which would
repeal the requirement that all new and modified federal buildings reduce fossil fuel generated
energy by 2030.
American innovation is delivering new technology and opportunities to enhance the nation’s security
and create jobs while reducing pollution. The energy decisions we make today will shape our children
and grandchildren’s economic and environmental future,
- We must strengthen the existing programs and policies that are saving consumers trillions of
dollars and reducing pollution rather than seek to delay or undermine them.
- We must leverage energy efficiency to protect and empower consumers.
- We must increase investments in energy efficiency to cut pollution and end needless waste.
We know efficiency is not fully achieved on its own; we know consumers want and support minimum
efficiency standards; and we know manufacturers continue to innovate and rise to meet these standards
while delivering the same or better performance and options. Government’s role is to continue to set
the minimum standards that will save customers trillions of dollars and do so in a manner that allows

manufacturers the flexibility to innovate and make better products.

Congress should reject any proposal to delay, weaken, or repeal the clean energy programs that have

proven effective and instead continue passing meaningful energy efficiency policies Americans want.

FURTHER DISCUSSION:
NRDC is a national, non-profit environmental organization with more than 1.4 million members and

activists, Since 1970, our lawyers, scientists, and other environmental specialist have worked to protect



84

the world’s natural resources, public health, and the environment. NRDC's top institutional priorities
include curbing global warming and creating a clean energy future. NRDC has long advocated for energy
efficiency as a critical component in meeting our energy demands and climate goals, now and in the

future.

What would you say if | told you that here today we have easy to implement tools that are proven to

save your constituents money on their energy bills? That is Energy Efficiency.

Forty years of sustained improvements in energy efficiency not just America’s single largest energy
resource, but a “supply” whose cumulative contribution to meeting growth in the nation’s needs for

energy services exceeding those of coal, oil, natural gas and nuclear energy combined.

And, federal programs are succeeding--like the Department of Energy’s appliance standards program,
first authorized by Congress in 1987 and improved through numerous bipartisan bills over the years, will
save all Americans including your constituents $1.8 trillion on their utility bills through 2030 while
cutting carbon pollution in 2014—equivalent to the annual emissions from nearly 500 million

automobiles.

Energy efficiency programs, including cost-effective programs like home weatherization, helps spur job
growth at the same time that it save customers money and reduces polution.
Take llinois for example, two-thirds (68,900) of the state’s 112,000 clean energy workers are employed

in energy efficiency.
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Cost effective investments in building efficiency, especially in our heating, ventilation, and air-
conditioning systems (HVAC), are key to driving the energy efficiency economy in Wiinois. Electrical
upgrades to buildings, including lighting, building envelope, and energy efficient appliances and

machinery make up nearly 30,000 jobs, and HVAC adds nearly 25,000 jobs to the total.

in 2013, Hlinois cracked the American Council for an Energy-Efficient Economy’s Top 10 most efficient
states rankings for the first time, thanks in large part to the utility efficiency standards that went into

effect in 2008.

And the public supports these programs. For example, iiinoisans strongly support increased reliance on
energy efficiency to meet the state’s future energy needs. According to a poll by the bipartisan team of
Fairbank, Maslin, Maullin, Metz & Associates (FM3 - D) and Public Opinion Strategies, 70 percent of
likely Illinois voters strongly support increased use of energy efficiency, compared with only 16 and 19

percent of voters who support increased use of nuclear and coal, respectively.

Energy Efficiency Discussion Draft

Let me take a moment to thank the committee for their leadership in helping to pass the Energy
Efficiency Improvement Act of 2015 just last week. It reflects the bipartisan nature of energy efficiency
policy and paves the way for continued focus and investment in this area. Tremendous energy efficiency
opportunities remain untapped and we urge Congress to ensure that we take full advantage of these
potential energy efficiency improvements. Every home, building, and appliance we make more efficient
cuts customers’ energy bills, reduces carbon pollution and moves the nation closer to a more stable and

prosperous future,
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Some of the provisions under consideration will help lead to energy savings for American taxpayers
including those in your districts and the federal government’s feadership will transiate to innovation in

the private sector as well.

American innovation is delivering new technology and opportunities to enhance the nation’s security
and create jobs while reducing poliution. The energy decisions we make today will shape our children

and grandchildren’s economic and environmental future.

However a number of these provisions will actually set up obstacles to energy efficiency and harm the

constituents in your districts.

Section 4124: This bill would block the Department of Energy from acting to raise the minimum
efficiency standards for non-weatherized gas furnaces and mobile home furnaces and which could

deliver cumulative savings up to 519 billion over 30 years beginning in 2021,

tn March of 2015, the Department of Energy (DOE) proposed updated standards for home furnaces. The
proposed standards would provide tremendous benefits for consumers and the environment. The
proposed standards would save consumers more than $600 on average over the life of their furnace.
The proposed rule represents the biggest natural gas saving efficiency standard ever established and

would deliver cumulative emissions reductions of 137 million metric tons of carbon dioxide.

Further delay would only serve to harm the people in your districts, the environment and public health.
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We are actively working with stakeholders and DOE to ensure the rule maximizes the opportunity for

savings to customers and the environment.

Updating the furnace standard is particularly important to low income customers. Cost-effective
minimum efficiency standards provide energy savings for ail customers. But these savings are even more
important to low income customers because heating bills represent such a large portion of those

customers’ income.

In addition, minimum efficiency standards are especially important for the many low-income households
who rent their homes. In almost all cases, renters pay their electricity bills but it is the property owner
who chooses the furnace. And the property owner generally choose the least expensive furnace model
even that model will result in much higher energy bills over its lifetime. Allowing the Department to do
its job and update furnace efficiency standards will make sure that all furnaces meet minimum efficiency
levels that will reduce the burden on the many moderate and low-income families who struggie to pay
their heating bills. At the same time that we raise minimum furnace standards, we are also working to
make new energy efficient furnaces even more accessible to low-income consumers by bolstering state
and utility programs that serve low-income populations which provide long-lasting assistance and can

reduce the need for bill-payment assistance programs.

Submitted with this testimony is a fact sheet that provides more details on the DOE’s proposed revision

to the minimum efficiency standard for non-weatherized gas furnaces.

We must strengthen the existing programs and policies that are saving consumers trillions of dollars

and reducing pollution rather than seek to delay or undermine them.
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Section 4131: Greater energy efficiency in building codes which seeks to increase transparency and cost-

effectiveness in the development of model energy codes.

While Section 4131 rightly recognizes the great energy savings potential achievable through building

codes, it unfortunately takes more steps backwards than it does forward.

Building codes are the most-effective tool to ensure that efficiency is implemented when it is cheapest
and easiest: when a building is first constructed. For instance, it is much cheaper and easier to add

insulation before there is drywall up on the walls than it is to cut holes in the wall later.

Recent versions of the national mode! building codes — IECC and ASHRAE, which are adopted by many
states -- have made large improvements in energy efficiency. For example, the 2012 IECC will require
new homes to use approximately 30 percent less energy than the 2006 version, saving homeowners an

average of $4700 to $33,000 in net savings over the life of the home depending on the climate zone.{1]

The Department of Energy played a significant role in advancing efficiency measures during the 2012
1ECC development process that led to these large energy savings. Unfortunately, Section 4131 attempts
to limit DOE’s engagement in future code development cycles by limiting both their own participation
and their ahility to provide funding to groups that advocate for cost-effective energy efficiency

improvements in codes.

tn https://www.energycodes.gov/sites/default/files/documents/NationalResidential CostEffectiveness.pdf
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The purpose of the building codes program at DOE is to advance energy efficiency in building codes: at
the development, state adoption, and implementation stages. Section 4131 would severely limit their
ability to achieve these goals by disallowing DOE from “advocating, promoting, or discouraging” specific
measures or codes. DOE has an expert voice that is incredibly valuable in the code development and
adoption process. DOE has the capability to evaluate energy savings, cost-effectiveness, technical
feasibility, and impact on industry in an unbiased way that other stakeholders do not {or do not have the
same resources as DOE to do). DOE contributes greatly to both the code development and adoption
process by conducting and sharing these types of analyses and should not be hindered from doing so. It
is difficult to share this information in a way that does not come across as advocacy, promotion, or
discouragement and limiting DOE in this way would be counterproductive to the goal of achieving

energy savings through building codes.

Building codes are particularly important because they protect homeowners by lowering the overall cost
of home ownership. Unlike upgrades such as granite counter tops, efficiency is hard to see at the time of
purchase and so a builder looking to cut costs may skimp on this important measure to reduce their first
costs. This is short sighted and ultimately will result in greater cost to the home owner who sees the
combined cost of their mortgage and utility bills each month. Skimping on efficiency may lead to a
smaller mortgage payment, but a higher utility bill, increasing overall monthly costs and reducing

affordability.

Unfortunately Section 4131 takes a short-sighted view of affordability, by requiring DOE to analyze
simple payback of measures over three, five and seven year periods and not allowing them to propose
any measure that has a longer payback than ten years. Given that a home will be around for many

decades, limiting DOE to such short payback periods does not make sense. Furthermore, simple payback
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is not the right metric to use as the home owner will be financing most if not all of the additional first
cost through a mortgage, which means they will see net savings much more quickly than a simple

payback analysis would indicate.

While we appreciate that Section 4131 recognizes the important energy savings achievable through
building energy codes, it unfortunately would hinder the advancement of building energy codes more

than it would help them.

We must leverage energy efficiency to protect and empower consumers.

Section 4115: Repeal of fossil fuel consumption reduction for federal buildings which would repeal the

requirement that all new and modified federal buildings reduce fossil fuel generated energy by 2030.

This bill recognizes the enormous opportunity for the federal government to save money and reduce the
environmental impacts associated with energy use in federal facilities. The federal government spends

about $6 billion each year on energy in owned and leased buildings.

Section 4115, in contrast with other provisions related to federal facilities in this bill, appears
counterproductive to the mid- and long- term effort to greatly improve energy efficiency and reduce
environmental impacts. In particular, it would repeal 42 U.S.C. 6834{a){3){D)}{i)}, which establishes a
requirement to gradually phase out the use of fossil fuels in federal facilities. The largest contribution to
that phase-out would be improvements in energy efficiency, and the federal government would be

demonstrating leadership in how rapidly and economicaily that could be achieved.
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We recognize that some stakeholders had previously identified concerns with elements 0f 42 U.S.C.
6834(a){3)}(D}i}), particularly as interpreted in a draft rulemaking by the U.S. Department of Energy.
However, the U.S. Department of Energy has recently revised the proposed regulations, and the

revisions appear to be both workable and a positive step for an economic and sustainable energy future.

We must increase investments in energy efficiency to cut pollution and end needless waste,

in closing, energy efficiency is important. We know efficiency is not achieved on its own; we know
consumers want and support minimum efficiency standards; and we know manufacturers continue to

innovate and rise to meet these standards while delivering the same or better performance and options.

For example beginning in 1947 electricity use from each refrigerator rose year over year until the first
standard was set in the 1978. There was simply no incentive for efficiency as the market encouraged
design changes that saved money up front even if they ended up costing customers much more over the
life of the product. Since then refrigerator electricity use has failen precipitously all while providing the
same or higher level of comfort and product performance. A new refrigerator meeting the latest
standard uses about a quarter of the energy of its 1973 counterpart, offers 20 percent more storage,
and costs half as much. This improvement would not have happened had the government not set

minimum standards.

Without standards, cost-effective energy efficiency opportunities would be lost, leading to unnecessarily
high energy bills, increased energy consumption, and more harmful pollution. Even though any
incremental cost of more efficient appliances is paid back and then some through energy bill savings

over the life of the product, various barriers often prevent these savings from being achieved. A classic
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example is what economists call split incentives. For instance, a landlord buying a furnace might look
only at the initial price, rather than the cost over the life of the product, potentially sticking his tenants
with higher energy bills. Or a homeowner may not have time to research a new water heater’s long-
term cost when his old one breaks; instead he may simply choose whichever one is on the repairman’s
truck. By setting minimum energy-savings levels for these and other products, standards help capture at

least minimum cost-effective energy efficiency opportunities that might otherwise be missed.

Government’s role is to continue to set the minimum standards that will save customers trillions of
dollars and do so in a manner that allows manufacturers the flexibility to innovate and make better

products.

Congress should reject any proposal to delay, weaken, or repeal the clean energy programs that have

proven effective and instead continue passing meaningful energy efficiency policies Americans want.

Additional Background:

This bill recognizes the enormous opportunity for the federal government to save money and reduce the
environmental impacts associated with energy use in federal facilities. The federal government spends
about $6 billion each year on energy in owned and leased buildings. The General Services
Administration, the Department of Defense, the Department of Energy and other agencies have been on
a steady path of improvement, and conduct an ongoing series of technical and economic analyses, and
implementation of measures. These efforts indicate that far more savings are available through cost-
effective efficiency technologies, given adequate investrment and implementation. This bill also

recoghizes the important role played by Energy Savings Performance Contracts and utilities in
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harnessing energy efficiency opportunities, and enhances the ability of federal agencies to tap their
financing and implementation capability. We have not had the opportunity to closely study the details of

Sections 4111 through 4114, but will do so and provide our views to the Committee.

Section 4115, in contrast with other provisions related to federal facilities in this bill, appears
counterproductive to the mid- and long- term effort to greatly improve energy efficiency and reduce
environmental impacts. In particular, it would repeal 42 U.S.C. 6834(a}(3)(D)(i}), which establishes a
requirement to gradually phase out the use of fossil fuels in federai facilities. The largest contribution to
that phase-out would be improvements in energy efficiency, and the federal government would be
demonstrating leadership in how rapidly and economically that could be achieved. Accordingly, Section
4115 does not belong in an energy efficiency bill. At a minimum, any repeal would need to be balanced
with specific and detailed provisions that would reliably defiver the type of energy efficiency savings that
are achievable in federal facilities. We recognize that some stakeholders had previously identified
concerns with elements of 42 U.S.C. 6834(a}(3)(D)(i})}, particularly as interpreted in a draft rulemaking by
the U.S. Department of Energy. However, the U.S. Department of Energy has recently revised the
proposed regulations, and the revisions appear to be both workable and a positive step for an economic

and sustainable energy future.

Sec. 4123 of this bill seeks to establish a voluntary verification program for air conditioning, furnace,
boiler, heat pump, and water heater products that would be recognized by the Department of Energy.
The intent of this bill seems reasonable; however we would have concerns with moving forward with
the section as currently drafted. The section does not adequately distinguish between certification,

verification and enforcement, the last of which is the authority granted by Congress to the Department



94

of Energy to enforce the law. This is important to ensure the law is being upheld and we would have

concern about any provision that undermines this ability.

Section 4151 of this bill directs the Dept. of Energy to assemble available resources, technical assistance,
and support for the purpose of improving energy performance of school buildings, to disseminate the
information, and to support projects in schools with partnerships and collaboration. improving the
energy performance of schools must be a high priority because it is an exceptional investment — the up-
front cost of projects not only saves localities money through lower utility expenses, many efficiency
repairs and improvements can help kids/students by better indoor air quality, fewer very hot and very
cold days, and better lighting. This bill does not require additional federal spending on projects in
schools — even though that would be a smart investment — but rather it directs DOE to assemble existing
assistance and assure it is available to schools. There is good reason to believe there are existing
programs that could be helpful to schools considering efficiency projects, such as the USDA loan fund
that supports rural electric co-ops funding efficiency projects with “on-bill” financing. And,
coliaboration with lenders, contractors, manufacturers, and school districts could deliver very real

value.
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Benefits of Energy Efficiency Standards:

National appliance and equipment efficiency standards are similar to car fuel efficiency standards. They
assure a minimum level of energy and water efficiency for households and commercial appliances,
creating energy savings for companies and homeowners. Standards provide many benefits for

consumers, the national economy, manufacturers and the environments, including:

- Consumers and businesses save money through decreased utility bills:

- Jobs are created when those savings are spent on local goods and setvices;

- Emissions are cut, improving public health and air quality;

- Manufacturers avoid an expensive state-by-state patchwork of regulations; and

- Innovation results when the manufacturers compete to make products that comply with new

standards.
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Standards often mean more choices for consumers, For example, because of new lighting standards,
manufacturers offered new halogen incandescent bulbs that are 25-30% more efficient than traditional
lightbulbs. New, innovative LED products are now gaining market share by leaps and bounds. in other
product categories like refrigerators and clothes washers, consumers have more design options and

product choices today than ever before.

The federal appliance efficiency program provides certainty and clarity on the standard-setting process
and avoids a patchwork of state regulations. This allows manufacturers to implement improvements and
innovations at their production facilities in coordination with updated standards well in advance of their
effective date. As a result, manufacturers make better products and the energy savings often come at
lower cost than estimated. A recent study of nine appliance rulemakings found that while DOE
anticipated small increases in the prices of covered products, manufacturer selling prices actually

decreased by $12 on average. '

Submitted with this testimony is a fact sheet the further explains the decades of benefits from minimum

efficiency standards for appliances and equipment.

Energy efficiency is one of the fastest growing sectors of the U.5. economy. Energy efficiency creates
jobs that require a broad range of homegrown expertise, including electricians, heating/air conditioning
installers, carpenters, construction equipment operators, roofers, insulation workers, industrial truck
drivers, construction managers, and building inspectors. Many of these jobs cannot be exported and

represent an important and dynamic driver of new economic opportunities.

! Steven Nade! and Andrew delaski, “Appliance Standards: Comparing Predicted and Observed Prices.” ACEEE, July
30, 2013,
http://www.appliancestandards.org/sites/default/files/Appliance_Standards_Comparing_Predicted_Expected_Pric
es.pdf.
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According to the American Council for an Energy Efficient Economy, federal appliance standards have

generated about 340,000 jobs as of 2010,

There are an additional 47,000 smart grid-related jobs that were supported by the American Recovery

and Reinvestment Act, according to the U.S. Department of Energy.

Making improvements that increase building efficiency is an even bigger job creator. Between 2009 and
2020, the consulting firm McKinsey found that energy efficiency building retrofits could create between
600,000 and 900,000 American jobs. This job growth would be spurred in two ways ~ from labor-
intensive retrofits in the residential and commercial sectors, and from impiementation and enforcement

of energy efficiency codes and standards.

Michigan

Michigan has also seen significant job growth in energy efficiency. A study from the Michigan
Department of Energy, Labor, and Economic Grow.th (MCEF) found that over 50,000 Michiganders are
employed by renewable or energy efficiency related jobs in Michigan. Studies by the Hill Group, a
prominent national consulting firm, found that doubling Michigan's renewable energy output and
energy efficiency resources could result in over 200,000 additional job years and over $28 billion in in-

state investment.

Michiganders are enthusiastic about the state increasing its use of energy efficiency and clean energy
sources. Over nine in ten (92%) favor increased energy efficiency as a way to meet Michigan’s future

needs.
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Virginia
In a September 2014 survey of small businesses in Virginia by Environmental Entrepreneurs {E2}, 65

percent said they think it is important for the state to continue to support energy efficiency programs.

Support among individuals is even higher. Nearly all Virginia voters, 95 percent, according to a poll by
the bipartisan team of Fairbank, Maslin, Maullin, Metz & Associates (FM3 - D} and Public Opinion

Strategies, favor increased energy efficiency 95 as a way to meet Virginia's future energy needs.

Pennsylvania

More than 57,000 Pennsylvanians work at 4,200 clean energy businesses, according to a November
2014 study commissioned by the nonpartisan business group Environmental Entrepreneurs (E2). About
37,500 people, or 68 percent, work in commercial and residential energy efficiency. While this is an
impressive number, the state could almost certainly support significantly more jobs if it undertook
policies and programs that improved its energy efficiency rankings. Pennsylvania is ranked only
twentieth among the states by ACEEE. No. 1 ranked Massachusetts has more than 65,100 energy

efficiency jobs.

Pennsylvanians are more enthusiastic about the state increasing its use of energy efficiency and clean
energy sources than they are about coal and nuclear. 97% favor increased energy efficiency as a way to
meet Pennsylvania’s future needs, according to a poll by the bipartisan team of Fairbank, Maslin,

Maullin, Metz & Associates (FM3 - D} and Public Opinion Strategies.

Ohio
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More than 56,000 Ohioans, or 63.5% of the total state clean energy workforce, are employed by firms
focused on energy efficiency, according to a forthcoming study commissioned by E2. The bulk of these
jobs are in residential and commercial efficiency-related activities, “smart grid” work, and energy

storage.

92 percent of Ohio voters support expanding utility programs to help consumers improve the energy
efficiency of their homes and reduce their electricity bills. 94 percent favor increased energy efficiency
as a way to meet Ohio’s future needs, according to a poll by the bipartisan team of Fairbank, Maslin,

Maullin, Metz & Associates {FM3 - D} and Public Opinion Strategies.

Missauri
More than 40,000 Missourians work at 4,400 clean energy companies in Missouri, according to an April
2015 E2-commissioned study. The vast majority of these jobs — 83 percent or nearly 32,600 - are in the

energy efficiency sector.

Florida
About 100,000 Floridians, or nearly 75% of all residents employed by clean energy businesses, work in

energy efficiency, according to an October 2014 E2-commissioned study.

In North Carolina, nearly half of the state’s 23,000 clean energy workers are employed at energy
efficiency firms, according to the North Carolina Sustainable Energy Association’s 2014 census of clean
energy employment. Clean energy employment increased 15 percent between 2012 and 2014, largely

thanks to state policies promoting renewable energy and energy efficiency development.
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Mr. WHITFIELD. Thank you. And our next witness is Ms. Rona
Newmark, who is Vice President, Intelligent Efficiency Strategy at
EMC Corporation, and she is testifying on behalf of the Informa-
tion Technology Industry Council. And you are recognized for 5
minutes, Ms. Newmark.

STATEMENT OF RONA NEWMARK

Ms. NEWMARK. Chairman Whitfield, Ranking Member Rush, and
members of the committee, thank you for inviting the Information
Technology Industry Council, also known as ITI, to testify today on
the important issue of energy efficiency legislation, and specifically
the Energy Efficient Government Technology Act. I am EMC Cor-
poration’s Vice President of Intelligent Energy Efficiency Strategy.
EMC is a leading IT company providing products and services to
enable customers to move to cloud computing, and to gain value
through analysis of big data, all within trusted computing environ-
ments. The company is headquartered in Massachusetts, and sup-
ports a broad range of customers.

At EMC I am charged with reviewing EMC’s products and strat-
egies in the areas of energy efficiency and energy efficiency stand-
ards. I also help lead efforts within the company, and the industry,
to view efficiency at a system level to provide the best net energy
savings to accomplish particular results.

As you know, ITI is the global voice of the technology sector. The
60 companies in ITI are leaders and innovators in information and
communications technology, including hardware, software, and
services. These companies, including my own, are committed to in-
novation, to developing the energy efficient solutions demanded by
our customers, and to helping drive sustainable economic growth,
and energy independence across our nation’s economy. ITI has had
a fruitful history of working with the Committee on energy effi-
ciency and productivity. Enactment of the bipartisan Energy Effi-
cient Government Technology Act, Sections 4111 and 4112 of the
discussion draft would be another important milestone in this re-
gard. EGTA is not a regulatory approach. Rather, ITI believes the
Federal Government can be a useful partner and leader in
leveraging information and communications technology for in-
creased energy efficiency and productivity, giving taxpayers im-
proved ROL.

Data centers and the Internet of things will be essential to future
U.S. sustainable growth. We are only beginning to learn what op-
portunities lie ahead for smarter buildings, smarter manufacturing,
and smarter transportation systems, not to mention the smarter fill
in the blank we have yet to invent. EGTA recognizes this, and em-
phasizes the right role for the Federal Government in encouraging
further progress and innovation. ITI thanks Representatives Eshoo,
Kinzinger, Welch, McKinley, and Tonko for introducing EGTA
again this year. We also thank the Committee for EGTA’s inclusion
within the discussion draft as Sections 4111 and 4112, and we
strongly urge EGTA’s adoption this year.

Thank you. I look forward to answering your questions.

[The prepared statement of Ms. Newmark follows:]
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Chairman Whitfield, Ranking Member Rush, and Members of the Subcommittee:

Thank you for inviting the Information Technology Industry Council (IT1) to testify here today
on the important issue of energy efficiency legislation, and more specifically, concerning our

support for the “Energy Efficient Government Technology Act.”

ITI is the global voice of the technology sector. The 60 companies ITI represents are leaders and
innovators in the information and communications technology {ICT) sector, including in
hardware, software, and services. These companies, including my own, are committed to
innovation, to developing the energy-efficient solutions demanded by our customers, and to
helping drive sustainable economic growth and energy independence across our nation’s

economy. We believe the U.S. government can be a helpful partner in these efforts.

The “Energy Efficient Government Technology Act” (EEGTA) was first introduced back in
February 2013, and last year easily passed the House of Representatives as Title III of H.R.
2126, the “Energy Efficiency Improvement Act of 2014.” Last month EEGTA was re-

introduced as H.R. 1268 by Representatives Anna Eshoo, Adam Kinzinger, and three other

members of this Subcommittee. It has also been incorporated as Sections 4111 and 4112 of the
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Committee’s Discussion Draft entitled, “Title IV Energy Efficiency and Accountability”
(EEGTA also comprises Sections 301 and 303 of S. 720, the “Energy Savings and Industrial
Competitiveness Act of 20157”).  With support from ITI and seven other prominent
organizations, EEGTA builds on a rich, bipartisan energy efficiency tradition between ITI and

this Committee.

As a quick recap, this tradition dates back to 2006 with the introduction and enactment of H.R.
5646, a bill requiring the EPA and DOE to analyze and report to Congress on the growth and
energy consumption of federal government and private sector data centers. The bill’s lead
sponsors were Representatives Mike Rogers and Anna Eshoo, and the key supporting

organization was [TL

The report required by that bill was delivered to Congress in August 2007, and was entitled the
“Report to Congress on Server and Data Center Efficiency Public Law 109-431.” The report
provided important information on data center energy usage and practices, as well as useful
analysis of both the benefits and obstacles to greater energy efficiency in data centers. To this
day, it remains the government study that is consistently referenced globally as concerns data

center energy efficiency.

Based on that 2007 report, and with ITI leading in support, Representatives Eshoo and Rogers
then offered an amendment (which was accepted by voice vote in the Committee) to the Energy
Independence and Security Act (EISA). Enacted in 2007 as Section 453 of PL 110-140, this
amendment established a voluntary national information program on data center energy
efficiency and innovation, encouraging a strong partnership between the private sector and the

federal government.

EEGTA builds on this foundation, supplying a meaningful update and reinvigoration to the
requirements of Section 453 of EISA. The bill does not bring a regulatory approach to energy

efficiency. Rather, it stresses voluntary partnership between the private sector and the federal
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government, and it encourages greater federal government leadership in leveraging information
and communications technology (ICT) for energy efficiency and productivity. 1T1 scores the
bill as providing significant savings for the U.S. taxpayer — through reduced federal government

energy use and through greater productivity per watt expended.

As regards these potential savings, the American Council for an Energy Efficient Economy
(ACEEE) in 2012 released a relevant study, entitled “A4 Defining Framework for Intelligent

Efficiency,” that includes the following estimate,

“If homeowners and businesses were to take advantage of currently available information
technologies that enable system efficiencies, the United States could reduce its energy use by
about 12 — 22% and realize tens or hundreds of billions of dollars in energy savings and
productivity gains. In addition, there are technologies that ave just beginning to be

»

implemented that promise even greater savings.’

The Center for Climate and Energy Solutions (C2ES) report issued later that same year,
“Leading by Example: Using Information and Communications Technologies to Achieve Federal
Sustainability Goals,” focuses more specifically on the federal government, and estimates that
widespread deployment of ICT within the federal government “cowld save an estimated §5

billion in energy costs through 2020.”

The C2ES Report includes eight case studies of federal agencies: using smarter building systems
to save energy; expanding teleconferencing, teleworking and e-training to cut travel and training
costs; reducing fleet miles and emissions with smart routing solutions; and shifting technology
infrastructure from local server rooms to the cloud. In each case, C2ES found that ICT could

produce costs savings, more sustainable practices, and a more productive federal sector.

These eight case studies are representative of the kind of agency initiatives that would be

encouraged by Section 2 of EEGTA. This section recognizes that as the nation’s largest
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landlord, fleet operator, and purchaser of goods and services, the federal government has both
the opportunity and responsibility to lead by example in leveraging ICT in moving the US.ina
less costly, more sustainable direction. The importance of doing so will increase further as
intelligent efficiency and the Internet of Things become more pervasive. In a paper last year,
ACEEE spoke of the three drivers of productivity that will be increasingly activated by the
combination of intelligent efficiency and the Internet of Things:
¢ A higher level of system-wide energy savings (as opposed to energy savings from the
enhanced efficiency of individual devices) made possible by the array of interconnected
equipment, appliances, systems, and infrastructures;
¢ The set of net positive economic externalities (non-energy benefits) or spitlovers that
arise from those greater linkages and interactions; and,
* The increased capacity for individuals, systems, and regional economies to learn and act

at higher levels of performance as experience and knowledge build up over time.

Enactment of Section 2 of EEGTA would help ensure that the federal government better utilizes

these three drivers.

As regards Section 3 of EEGTA, this section focuses on improving the energy efficiency of
federal data centers, including measures that will lay the groundwork for further private sector
improvements in data center efficiency. It does so by building on work already being performed

by the Department of Energy and key stakeholders.

Most prominent of these stakeholders is The Green Grid, a consortium of approximately 200
companies, government agencies, and educational institutions dedicated to advancing resource
efficiency in data centers. The Green Grid’s metrics, models, and educational resources have
provided organizations globally with the ability to measure, manage, and make drastic
improvements in the efficiency of their data centers. Indeed, it is estimated that these tools have
helped the industry reduce power and cooling energy overhead by 20 percent over the past five

years.
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Section 3 not only builds on this work, it also captures ITI’s vision for the productive future of
the partnership between the federal government and our industry. This future should include: an
update to the 2007 Report to Congress; further work on specifications, measurements, and
benchmarks, and in particular on a new data center utilization metric; use of the Data Center

Energy Practitioner Program; and, increased sharing of best practices and open data.

In sum, ITI thanks Representatives Eshoo, Kinzinger, Welch, McKinley, and Tonko for
introducing EEGTA again this year, thanks the Committee for its inclusion within the Discussion
Draft as Sections 4111 and 4112, and strongly urges EEGTA’s adoption this year, EEGTA
would serve as a welcome non-regulatory boost to U.S. energy efficiency and to greater return

on the U.S. taxpayer’s dollar.
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Mr. WHITFIELD. Ms. Newmark, thank you. And our next witness
is Mr. Mark Wagner, who is Vice President and U.S. Government
Relations for Johnson Controls, and he is going to be testifying on
behalf of the Federal Performance Contracting Coalition. And you
are recognized for 5 minutes.

STATEMENT OF MARK WAGNER

Mr. WAGNER. Thank you, Mr. Chairman, Mr. Rush, and mem-
bers of the Committee. I am Mark Wagner of Johnson Controls,
and representing 10 energy service companies that form the Fed-
eral Performance Contracting Coalition. We work to help the Fed-
eral Government reduce energy consumption through energy sav-
ing performance contracts, or ESPCs. I would like to briefly discuss
the benefits of ESPC, and outline our coalition’s support for pend-
ing legislation that would improve the program.

ESPCs are a tremendous tool for the Federal Government be-
cause agencies can get energy efficient equipment, such as new
lighting, building controls, HVAC equipment, chillers, boilers, re-
newable energy assets, at no upfront cost to the government. The
energy service companies leverage private sector capital to make
the investment. We design and install the equipment, and put in
place a plan to measure and verify the savings.

Three important parts of this deal. As you can see from the slide,
first the agency gets a facility upgrade, with new building equip-
ment, and they lower their energy consumption. Second, the agency
pays off the investment with the savings on its utility bill, but
never pays more than it was already paying for its utilities. Third-
ly, then it realizes all the savings after the investment is paid off.
Most importantly, these savings are guaranteed by the energy serv-
ice company.

Let me give you an example of an ESPC project that Johnson
Controls is doing at Fort Bliss in Texas. We have installed building
controls at 120 buildings, put in energy efficient lighting, electric
motors, chillers, building insulation, and a 4.7 megawatt photo-
voltaic array with 5,500 solar panels. It is a $100 million invest-
ment of private sector capital which will save the installation $150
million. We are also working with the base on technology for a
micro-grid to improve energy security in the event of an adverse oc-
currence on the grid. This is just one example of the many ESPCs
that provide multiple benefits to the Federal Government, and to
taxpayers. ESPCs are a well-established program. According to the
Department of Energy, approximately 600 performance contracts,
worth $5.3 billion of investment, have been awarded to 25 agencies
in 49 states, with a net savings of $3 billion to the Federal Govern-
ment.

Let me now talk about several legislative provisions designed to
improve the ESPC program. We have been very supportive of the
energy savings through Public-Private Partnership Act of 2015 that
was introduced by Representatives Kinzinger and Welch, thank
you very much. This legislation will ensure that the Federal agen-
cies are utilizing, to the fullest extent possible, all cost effective
measures for energy conservation measures. It streamlines the
ESPC statute, providing consistency and clarification, and it pro-
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motes transparency and accountability across the government. This
is now Section 4141 of your bill.

Specifically, it would require reporting on the progress of ESPCs.
It would encourage agencies to act on their required audits. It
would clarify that agencies cannot arbitrarily limit the terms and
use of energy related operation and maintenance savings. It would
make the definition of Federal buildings consistent with provisions
in the law, and it would clarify other important provisions for
ESPC, such as the sale, transfer of energy incentives, rebates, or
credits, as well as the type of projects for which ESPC can be used.
These are all important details to update and clarify the existing
statute, which will make ESPCs an even more powerful tool for the
Federal Government.

In addition, we support clarifying the use of ESPC for efficiency
gains in data centers, which are extremely energy intensive. We
are supportive of the repeal of the Federal building fossil fuel re-
duction, as long as it is packaged together with extended energy ef-
ficiency goals for the government, which currently expire at the end
of this year. We are supportive of long term utility energy service
contracts, as long as they include measurement and verification of
energy savings, as well as guarantee or assurance of savings.

Other important provisions that we hope the Committee will con-
sider, in—Section 432, changing may to shall showing—would en-
sure that the government would act on cost-effective savings, ex-
tending energy efficiency goals for the Federal Government, which
expire at the end of this year, as I mentioned, ensure that agencies
set ESPC goals on an annual basis, and report on their progress,
and add alternatively fueled vehicles in their infrastructures meas-
ures allowed under ESPCs.

Finally, many of you are aware that the Congressional Budget
Office scores any attempt to update the ESPC statute. Members of
this—members of the Energy and Commerce Committee have tried
to resolve the situation, and we are appreciative of that. The Sen-
ate budget contains a fix to the scoring problem for the Senate—
in Senate legislation. We encourage the House to continue to pur-
sue annualized scoring for ESPC to fix the CBO scoring problem.

Thank you for your support of ESPC, and the opportunity to tes-
tify today.

[The prepared statement of Mr. Wagner follows:]
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Testimony Summary
Mark Wagner, Johnson Controls, for the Federal Performance Contracting Coalition
“Strategic Petroleum Reserve Discussion and Title IV Energy Efficiency”
House Subcommittee on Energy and Power - April 30, 2015

Federal Performance Contracting Coalition (FPCC) represents 10 major Energy Service Companies
performing Energy Savings Performance Contracts {(ESPCs) for the Federal Government.
(Ameresco, Constellatior Energy, Energy Systems Group, Honeywell, Johnson Controls, Lockheed
Martin, Noresco, Schneider Electric, Siemens Government Technologies and Trane/Ingersoll Rand.)

ESPCs are a win-win solution for federal agencies
Energy service companies leverage private sector capital to .
install new energy efficient equipment at no upfront cost to k e
the government. We measure, verify and guarantee the et
energy savings. The private sector investment is paid off
using the utility bill savings. The government lowers its
energy use, gets new efficient equipment and never pays
more than it would have paid for utilities.

Government

-
|
1 Ravings

The FPCC supports:

H.R.1629: The Energy Savings Through Public-Private Partnerships Act of 2015 - This legislation

will help ensure that federal agencies are utilizing to the fullest extent possible all cost-effective
measures for energy conservation. It streamlines the ESPC statute providing consistency and
clarification and it promotes transparency and accountability across the government. Last Spring
this legislation was approved by the Energy and Commerce Committee.

H.R. 1268: Energy Efficient Government Technology Act ~ This legislation will clarify the use of
ESPCs for efficiency gains in data centers which are extremely energy intensive.

H.R.2351; Repeal Federal Building Fossil Fuel Reductions ~ We are supportive of this repeal

packaged together with extended energy efficiency goals for the government which currently
expire at the end of this year.

H.R. 1630: Utility Energy Service Contract Improvement Act - We support long term Utility Energy

Service Contracts that include measurement and verification of energy savings, as wellasa
guarantee or assurance of savings.

Other Imyportant provisions that should be considered:
s Change “may” to “shall” in EISA 432 to ensure the government acts on cost effective savings
e Extension of energy efficiency goals for the federal government which expire this year
e Ensure that agencies set ESPC goals and annually report on progress
»  Add alternatively fueled vehicles and their infrastructure measures allowed under ESPCs

Resolve the scoring problem for ESPCs - CBO scores any attempt to update the ESPC statute.
Members of the Committee have tried to resolve the situation. The Senate budget contains a fix to
the scoring problem for Senate legislation. We encourage you to continue to pursue annualized
scoring for ESPCs.
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Testimony of Mark Wagner,
Vice President, Governiment Relations, Johnson Controls, Inc.
On behalf of the Federal Performance Contracting Coalition (FPCC)
Before the Subcommittee on Energy and Power
House Energy and Commerce Committee
“Strategic Petroleum Reserve Discussion Draft and Title IV Energy Efficiency”
April 30,2015

Chairman Whitfield, Ranking Member Rush and members of the Subcommittee,
thank you for inviting me to testify today supporting energy efficiency legislation,
specifically H.R.1629, the Energy Savings Through Public-Private Partnerships Act of 2015.

I am Mark Wagner, Vice President, Government Relations of Johnson Controls, Inc,,
and I am representing the Federal Performance Contacting Coalition {FPCC), which is a
national industry coalition comprised of Energy Service Companies advocating for
increased Federal use of Energy Savings Performance Contracts (ESPCs). Our coalition
focuses exclusively on federal use of ESPCs and has spent time over the last sixteen years
removing congressional and administrative barriers to usage, extending necessary
authorities, educating about ESPCs and otherwise encouraging their use as a means for
saving the government money on both energy and infrastructure. For the last few years we
have worked closely with Congressmen Adam Kinzinger and Peter Welch to advance
Federal use of ESPCs.

FPCC members have delivered approximately 95 percent of Federal Energy Savings
Performance Contracts. This coalition is comprised of companies such as Ameresco,
Constellation Energy, Energy Systems Group, Honeywell, Johnson Controls, Lockheed

Martin, Noresco, Schneider Electric, Siemens Government Technologies and Trane/Ingersoll

Rand.
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I am here today to discuss the benefits of promoting Energy Savings Performance
Contracting (ESPC) in the federal government and the FPCC's support for HR.1629, the
Energy Savings Through Public-Private Partnerships Act of 2015, as well as other
provisions in your draft.

Background: Energy Savings Performance Contracting

As the nation’s single largest energy consumer, the Federal government spends
more than $7 billion annually on facility energy costs. Energy efficiency improvements can
reduce this expenditure and help agencies acquire necessary infrastructure and equipment.
In 2007, the Energy Independence and Security Act required federal agencies to perform
energy audits of their facilities. With only half of the buildings audited in 2013,
approximately $9 billion worth of energy conservation measures with a ten year payback or
less had been identified, There is clearly a vast opportunity for energy efficiency across the
Federal government at a time of reduced discretionary funding.

ESPCs and Utility Energy Service Contracts (UESCs) can fill this funding gap. For
more than 20 years, performance-based contracts for energy savings have provided critical
upgrades to federal buildings, including the House and Senate Office Buildings and the U.S.
Capitol.

How do ESPC’'s work?

Energy
Cost

Governmenty
Savings

i Savings

ool

Before ESPC During ESPC After ESPC
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Under ESPCs and UESCs, private-sector Energy Service Companies finance and
install new energy efficient equipment at no upfront cost to the federal government. Federal
agencies repay this investment over time with funds saved on utility costs. The private
sector contractors measure, verify and guarantee these energy savings. Private-sector
financiers provide the capital, which today is available at historically low interest rates. By
law, and on a negotiated basis, the government never pays more than it would have paid for
utilities if it had not entered into an ESPC. In fact, a June 2013 Oak Ridge National
Laboratory study found that under ESPCs, federal agencies are saving an average of nearly
twice the amount of energy as is guaranteed by the contractors. ESPC retrofits also address
years of deferred maintenance at federal facilities at no additional cost to taxpayers. For
these reasons, ESPCs have proven to be a highly successful tool to implement
comprehensive energy efficiency projects.

Using an ESPC or UESC in the Federal government eliminates the need for
appropriated dollars for equipment replacement and for operations and maintenance of the
energy using equipment. According to the Federal Energy Management Program (FEMP),
approximately 600 performance contracts worth $5.3 billion have been awarded
throughout 25 Federal agencies and in 49 states. These projects have resulted in energy
savings valued at $13.1 billion, of which approximately $10.1 billion went to repay project
investments, accruing a net savings of $3 billion to the federal government.

President Obama announced a Directive ordering federal agencies to enter into $2
billion worth of performance-based contracting for energy savings over a two year period.
After hearing from 179 Members of Congress and Senators, led by the Energy Savings
Performance Caucus, he extended that commitment to $4 billion over five years. The
Caucus, chaired by Representatives Kinzinger and Welch has been tireless in supporting

Federal ESPCs, by supporting positive administration efforts, legislative barrier removal
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and efforts to addresses differences between the Office of Management and Budget and the
Congressional Budget Office in scoring ESPC provisions.
Fort Bliss ESPC Example

Let me take a moment to provide an example of an ESPC and its benefits. Johnson
Controls has been helping Fort Bliss, one of the U.S. Department of Defense’s largest military
installations, become more energy efficient and secure, Through our ESPC work at Fort
Bliss in El Paso, Texas, we have invested over $100 million dollars in private sector capitol
for energy efficiency improvements to:

* Update utility monitoring and controls systems to manage energy use in 120

buildings;

s Upgrade to energy efficient lighting;

e Replace electric motors;

o Install a new reciprocating chiller and solar thermal water heating technologies;

» Improve building insulation;

e Develop a program to reduce electricity during peak demand periods; and

« Install 4.75 megawatt of photovoltaic arrays consisting of 5,500 solar panels.
These and other initiatives will help the base save $150 million over 20 years.

We are also working with the installation on technology for a microgrid to maintain
critical loads in the event of an adverse occurrence on the grid. All of this is part of the
Army's Net Zero energy initiative at Fort Bliss.

B.J. Tomlinson, renewable energy and sustainable engineering program manager at
Fort Bliss, sums it up this way: “Improving a building envelope, reducing load and demand
footprint, and producing renewable, sustainable energy save money to be sure. Butthe
greener you make your buildings, and the more resilient they become closes the gap

between what the grid provides and what you need to operate independently of the grid.”
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This is just one example of many ESPCs that provide multiple benefits to Federal
agencies and taxpayers. Now | would like to address several provisions included in the

discussion draft.

Energy Savings Through Public-Private Partnerships Act of 2015 (H.R.1629)

H.R. 1629, introduced by Energy and Commerce members, Representative Adam
Kinzinger (R-IL) and Peter Welch {D-VT) will help ensure that federal agencies are utilizing
to the fullest extent possible all cost-effective measures for energy conservation. Identical
legislation was introduced in the Senate by Senators Cory Gardner {R-CO) Chris Coons (D-
DE.) Last spring, the Energy Savings Through Public-Private Partnerships Act of 2014 was
approved by the Energy and Commerce Committee.

The legislation promotes transparency and accountability across the federal
government, clarifies the ESPC statute, and will further enable federal agencies to maximize
their present energy efficiency contracting authorities. The legislation streamlines the ESPC
statute providing consistency and clarification within the existing ESPC law to:

* Require a report to Congress on the status of each agency’s energy-related
performance contracts, the value of these contracts for the previous year, the goal
for the coming year, and an explanation by the agency about why goals were or
were not met;

o For projects discovered in the energy audits required by section 432 of EISA 2007,
agencies must explain why any life cycle cost effective measures were not
implemented using U.S. Department of Energy developed guidelines. This will

encourage agencies to act on their mandated audits;
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e (larify that agencies cannot arbitrarily limit use of energy-related operations and
maintenance savings in an ESPC, a provision that will facilitate use of ESPCs for data
center consolidation;

» Make consistent the definition of a federal building within federal energy provisions
of law;

* Clarify in federal energy statute that plug loads are allowable energy conservation
measures, another provision to clarify use of ESPCs for data centers; and

» Clarify as energy savings the use, sale or transfer of energy incentives, rebates, or
credits (including Renewable Energy Credits) from federal, state, local governments
or utilities and any revenue generated from a reduction in energy use; more efficient
waste recycling; or more energy generated from more efficient equipment.

As mentioned previously, this bill passed the Energy and Commerce Committee last year.

Energy Efficient Government Technology Act (H.R. 1268)

This bill, which encourages the Federal government to harness information
technologies and data centers for improved energy performance and efficiency, also passed
the Committee last year. Among other things, it clarifies the use of ESPCs for efficiency
gains in data centers, which are extremely energy intensive. ESPCs can reduce that energy

use by upwards of 75%-- all paid for from energy savings alone.

Repeal Federal Building Fossil Fuel Reductions (H.R.2351)

We are supportive of this repeal, packaged together with extended energy efficiency
goals for the government, which currently expire at the end of this year. We would
commend to you S. 869, sponsored by Senators Hoeven and Manchin that replaces the fossil

fuel reduction mandate {433 of EISA) with several federal energy efficiency provisions that
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would further encourage and utilize energy savings performance contracting. The FPCC
was involved in negotiating this package. We would hope that the House, as well as the
Senate, can support the provisions within it. The extended energy efficiency goals in this

bill could be extended beyond the two years provided for in the package.

Utility Energy Service Contract Improvement Act (H.R.1630)

We support long term Utility Energy Service Contracts that include measurement
and verification of the energy savings, as well as either a guarantee of savings or assurances
thereof. This ensures that the Federal government will achieve intended energy and cost

savings.

Other Important Provisions that should be considered

There are some additional pieces of legislation that are being considered by various

members of Congress and which we would wholeheartedly support. These include:

e Changing “may” to “shall” in EISA 432, which would ensure that the government act
on any cost effective energy efficiency upgrades. The provision in EISA was
originally written this way but was changed because of a score from the
Congressional Budget Office;

* Long term extension of energy efficiency goals of the federal government, which
have been in statute for over a decade and expire at the end of this year. These goals
are an important driver of energy efficiency delivered by ESPC and UESC;

« Ensuring that agencies set ESPC specific goals each year and report on their
progress; and

e Add alternatively fueled vehicles and their infrastructure to allowable measures

under energy savings performance contracting (ESPCs).
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Scoring of ESPCs

As many of you are well aware, Energy Savings Performance Contracting has
triggered a Congressional Budget Office (CBO) score since 2002 whenever Congress
attempts to update the underlying ESPC statutory authority or generally legislate for federal
energy efficiency. This scoring situation stalled last year’s version of H.R. 1629 and we very
much appreciate all the help from members of the Energy and Commerce Committee and
from Chairman Upton in particular, to try to address scoring of ESPCs. Most recently, we
want to thank the eight members of the full Committee who wrote to budget conferees to
request that they retain the Senate provision fixing the ESPC scoring problem. Led by
Caucus Chairmen Kinzinger and Welch, these are Chairman Upton and Representatives
Shimkus, Castor, McKinley, Yarmuth and Cardenas.

We encourage you to continue to pursue annualized scoring for ESPCs.

In summary, ESPCs and UESCs are private sector financing mechanisms that allow
the federal government to increase its energy efficiency, decrease their energy costs
without upfront appropriations and address deferred maintenance. Most importantly, the
savings are guaranteed by the contractors. These contracts have delivered more than $7
billion in energy related savings to the Federal government alone and significant additional
opportunities abound. Passage of the Energy Savings Through Public-Private Partnerships
Act of 2015 is key in supporting the ability of federal agencies to leverage the private sector
for energy savings without relying on appropriated funds.

Chairman Whitfield, Ranking Member Rush and members of the Subcommittee,
thank you for allowing me the opportunity to testify before you today. I stand ready to

answer any questions you might have.
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Mr. WHITFIELD. Thank you, Mr. Wagner. Thank all of you for
your testimony, we appreciate it very much. And I will recognize
myself for 5 minutes of questions.

As you know, we have this draft legislation, and we hear a lot
in Congress today around the country about lack of bipartisanship.
In this bill, there are 14 titles in the energy title of this bill—or
14 sections, and on 12 of those sections we do have Democratic sup-
port. So the three areas that there is not agreement on relates to
the furnaces, relates to the fossil fuel, and relates to the building
codes. Now, if you have bipartisanship for 12 out of 14 titles, that
is pretty good, I would say. So I want to address those three areas
that there is some disagreement on, and I want to tell you why we
put those in there.

I think Mr. Thompson, Mr. Somerhalder, and Mr. Peel all
touched on it, but first we will focus a little bit on Mr. Thompson’s
remarks. DOE, obviously, has been a leader in recommending and
promoting efficiency, and originally they were really good ad pro-
viding technical assistance. But many people around the country,
I don’t care where you live, or what part of the country you live
in, are saying they were becoming more of an advocate. They are
getting closer to dictating and saying what will and will not be

one.

And one example of that was the—recently they came out with
the standards on the hot water heaters that were being used in de-
mand response programs by rural electric cooperatives around the
country. And the cost would double under those standards, so Con-
gress came together and delayed the implementation until some
further refinements could take place. That passed the House,
passed the Senate, sent to the President. Now we are hearing the
same thing about furnaces. And we all know that efficiency—we all
know this, that, you can promote good jobs because you promote in-
dustries to manufacture new products that are better, you save en-
ergy costs, you help improve the environment.

But if you also are significantly increasing the upfront cost, the
furnaces—I hear you are talking about $600, but then installing it
is even more. So, we are just trying to buy a little balance here.
I don’t think DOE, as much as they have expertise, they don’t have
all of the answers, and so that is why we are having these hear-
ings. And manufacturers—it really creates—and you, Mr. Peel, in
your testimony you were asking—you were saying we need congres-
sional intervention here. And I think you specifically talked about
23 new regulations coming by EPA in appliance sector. Would you
elaborate on that a little bit, about what it does mean to you and
your employees?

Mr. PEeL. Well, first of all, we have had some positive experi-
ences along the way with DOE when we go through a process that
involves stakeholder input along the way, and we have got recent
examples of that as well. We also appreciate that the DOE is under
pretty intense pressure to complete a bunch of regulations in a
compressed timeframe. The unfortunate consequence for manufac-
turers is we have to react to those. One makes the rules, the other
has to implement the rules.

So the important thing for us is to be at the table, and make sure
that that information, if there are challenges, for example, on gas
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furnaces, that those get brought to bear in the discussions, and
that we end up with what is the best overall solution

Mr. WHITFIELD. Right.

Mr. PEEL [continuing]. For the industry, for consumers, and they
make sense economically.

Mr. WHITFIELD. And you think that this draft, with the advisory
council, basically does provide that additional protection

Mr. PEeEL. I do.

Mr. SMITH [continuing]. And input? Which should benefit every-
one in America that certainly has to buy an appliance.

Mr. Thompson, the building codes, would you elaborate just a lit-
tle bit on why this building code issue is so important?

Mr. THOMPSON. I think there are several important factors, and
it starts with creating model building codes that are affordable and
adoptable by states. And we are seeing continued growing resist-
ance by states to adopt building codes. If we look at a map, and
I think that was included in my written testimony there, we see
about V5 of the states that have adopted the 2012 or 2015 IECC,
ab((i)ut Y3 on 2006 and earlier, or they don’t have a state energy
code.

Much of the discussion is about the cost increases that come
along with adopting those codes, and so we do need to strike a bal-
ance that represents the significant impact that these codes have
on housing affordability, the 10 year requirement that would be in-
cluded in the bill, with also the 3, 5, and 7 year analysis would go
a long way to providing transparency in the process as to what the
real simple payback cost is going to be to people. Get states to have
codes presented before them that they can adopt, and then we can
also talk about the compliance component, which DOE is in the
midst of a pilot program currently that will start to help us better
understand just what true rates of compliance we have, and that
perhaps there is a significant amount of energy to be saved by in-
creasing those compliance rates, and focus on that.

Mr. WHITFIELD. And you all do support the building code section
that is in this draft?

Mr. THOMPSON. Absolutely.

Mr. WHITFIELD. OK. And I know my time is expired, but one
other thing I just want to mention. We have many members of
Congress that are really focused on energy efficiency. Peter Welch
has been one of those. David McKinley has been one of those. And
we do want to come up with a good product here, but we want
some balance as well.

At this time I recognize the gentleman from Illinois for 5 min-
utes.

Mr. RusH. I want to thank you, Mr. Chairman. Mr. Chairman,
one of the more contentious issues before us today that has been
included in this discussion draft, as you well know, is Section 4124,
which would prohibit the Department of Energy from promulgating
a final rule amending efficiency standards for non-weatherized gas
furnaces and mobile home furnaces. Mr. Chairman, my office has
held several meetings with stakeholders on both sides of this issue,
and I think it would be most beneficial for members to hear di-
rectly from DOE on these issues, and other issues, before we settle
on language in any final draft.
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Today, however, we have some of the interested stakeholders
that have been taking part in discussions with DOE to try and
build consensus and come up with language that all sides could
agree with, as was done in previous cases, including most recently
the water heaters provision that Congress passed just last week
with bipartisan support. As I understand it, Mr. Chairman, the
language in today’s discussion draft has not been agreed to by the
very stakeholders, and the conversation is continuing.

My view is that there would be a much better chance of getting
bipartisan support for Section 4121 if the interested parties would
follow the example set by the Water Heaters Coalition and come
up with language that DOE, industry, energy efficiency advocates,
and consumer groups could all support.

With that, Mr. Chairman, I have a couple of questions that I
want to ask both Mr. Somerhalder and Ms. Noll. To the both of
you, we have received conflicting testimony from the two of you re-
garding the impact that this rule would have on low income con-
sumers. Mr. Somerhalder, can you give us your perspective on this
issue, and then I would like to hear from Ms. Noll for your perspec-
tive as well.

Mr. SOMERHALDER. Yes. Ranking Member Rush, what we see
from our low income customers is the decision to repair, replace
their furnaces, when they make those decisions, if they have limita-
tions in their ability to use an 80 percent versus a 92 percent fur-
nace, because of venting requirements, and other requirements
that are unique to the higher efficiency furnaces, they have to
make a tough decision about what to do. That can be everything
from not replace, to use electric resistance heaters, or some other
form of heating.

So what we see is that, because of the limitations, there can be
a decision to go with a product that is more costly, if they do re-
place this. I mean, you heard the numbers of $350 more for the
unit itself, up to around $2,000 to install that won’t pay off because
of the use of energy, and how quickly that would pay off. And the
end result is they either would need to make a decision to replace
a unit, and then incur higher costs, or they may make a decision
to switch to another form of energy that is less cost effective, and
could produce more emissions. So we do see that impacting the low
income

Mr. RusH. Ms. Noll, would you respond, please?

Ms. NoLL. Yes. Thank you, Mr. Rush. First I would like to begin
by saying that all Americans benefit from standards, particularly
the low income, who oftentimes are renters, and pay the higher
portion of their energy bill, and the property owner is the one that
is choosing the furnace, or the water heater, whatever appliance is
going into that home.

I would also like to say that this is a proposal right now. It has
tremendous benefit in energy savings, in consumer savings, and en-
vironmental benefit, and that we recognize a small percentage of
installations that would face challenges, and incur a higher cost.
But we have also seen that, just in this last year, new technologies
and solutions have entered into the market, and helped overcome
these challenges. And as we see those increasingly deployed, we
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think that that has a great opportunity to help provide solutions
to these customers that are going to be facing these challenges.

So we think the Department needs to move forward with their
open and transparent process, and get input from stakeholders on
this rule, and find ways of making it even better. And I think that,
from our perspective, this is not an either/or situation, this is an
and/also. We also support the great utility programs, and the state
programs, and bolstering those programs to help these vulnerable
populations get into the high efficiency furnaces, have improved
weatherization that is going to have benefits to them, and im-
proved comfort, and improved indoor air quality.

And we commend the gas utilities, like AGL Resources and oth-
ers, that serve their customers well through these utility programs.
And those are the kind of things that complement the minimum
standards, and ensure that all Americans have at least a minimum
level of cost-effective efficiency that will serve them, and they can
count on. Thank you.

Mr. RusH. Mr. Chairman, I yield back.

Mr. OLSON. As fate would have it, I have the gavel at the time
I am speaking, so I give myself 5 minutes for a couple of questions.

My first one is for you, Mr. Somerholder. One provision of the
discussion draft would scrap Section 433 of the Energy Independ-
ence and Security Act. It would allow Federal buildings to use fuels
like natural gas past 2030, something currently being phased out.
In essence, current law bans one of our most efficient and afford-
able resources of energy right now. Can you talk about some bene-
fits that we would lose if natural gas is phased out from Federal
buildings, and do you believe that tackling Section 433 is impor-
tant?

Mr. SOMERHALDER. We believe the provision to reduce 433 is
very important, because natural gas is American, it is affordable,
as you pointed out, and it is very efficient. Heating a building, as
an example, with a high efficiency furnace, or an 80 percent effi-
ciency furnace, is a very efficient way to heat that building, with
very affordable natural gas, American natural gas. So the ability
to use natural gas, not limit that option, does provide customer
benefit, savings in those buildings, savings for taxpayers. So we
very much support a way to continue to use clean American nat-
ural gas in Federal buildings.

Mr. OLSON. Thank you. Next question is for you, Mr. Thompson.
As you know, the draft bill touches on the issue of DOE’s involve-
ment in model building codes. The draft talks about transparency
and about public comment. I am interested in your thoughts on
how we reach consensus there. What caught my attention, though,
was the issue of payback periods and cost effectiveness. Before the
private sector even thinks about making an investment, they have
to know when, and if, they would get into the black. I have heard
some complain that this isn’t always true with energy savings. I
would like to talk to you about the cost and benefits.

Again, Mr. Thompson, today’s draft bill says that when DOE
supports a change to the model building code, that change must
pay itself back in under 10 years. Do you think that is important,
and is that realistic?
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Mr. THOMPSON. Thank you for that very thoughtful question. I
think it is absolutely important, and if we intend to move families
from less energy efficient homes to more energy efficient homes, we
need to do it in a way that is affordable to them. And in a number
of polls that have been conducted, and one in particular by the Na-
tional Association of Home Builders, it really tried to identify, by
demographic groups, how long they were willing to wait for a pay-
back of that investment. All of them fell short of the 10 year re-
quirement. So it is a bit of a stretch, from a home buyer perspec-
tive, to be willing to wait that long to get a simple payback on their
investment there.

If we are going to continue to drive people to more energy effi-
cient homes, let us remember we need affordability. And this is in
a marketplace that is currently very limited by financial limita-
tions on qualifications to buyers, and limitations on appraisals, and
how they recognize the values of energy efficient improvements to
that home.

Mr. OLsoN. Thank you. Mr. Peel, to follow up on that, do you
think the government has done a good job of considering whether
energy efficiency standards are cost effective? If not, what can im-
prove that process?

Mr. PEEL. I think the results are mixed. I think we have seen
some good analysis, and those have made it through the process
through a collaborative effort, and many of them signed into law.
We also see, with the furnace rule that is on the table today, some
differences in views around what the actual costs would be, and
what the payback periods would be. Again, all we are asking for
here is a seat at the table so we can openly discuss those issues,
make sure everyone is aware, and build the consensus that we
think we can get on this.

Mr. OLSON. So the key is a seat at the table, not some law parts
of the bill, but just to actually have some voice in this process?
That is what you would be happy with?

Mr. PEEL. Yes. Yes, Congressman.

Mr. OLSON. And my final question again is for you, Mr.
Somerhalder. There seems to be a great deal of concern about
DOEFE’s gas furnace rule. A number of groups say it is too expensive
and hard to meet, and this is an issue we touched in today’s discus-
sion draft. Are there some ways we can avoid conflicts like this in
the future?

Mr. SOMERHALDER. We agree that there are benefits to reach
consensus on this, because we all do want higher energy efficiency
as we move forward. We need to do that in a way that is not only
affordable, but we need to do that in a way certain customers real-
ly can’t even convert because they don’t have access to side walls
for the venting requirements. And products are becoming available,
but there are still limitations to how those products can be used.
So we absolutely need to work together to come to consensus so
that all the customers can find a way to continue to lower their
costs, and to help improve the environment. So we very much sup-
port a consensus process. As Mr. Peel has pointed out, we have had
good success with that in the past. There are certain pieces of in-
formation that need to be considered now, and we will be able to
find a way, we believe, to reach consensus.
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Mr. OLsSON. Well, thank you. My time has expired. We now recog-
nize Mr. Tonko from New York for 5 minutes.

Mr. ToNKO. Thank you, Mr. Chair. I am often stating that en-
ergy efficiency should be recognized as our fuel of choice, so I was
very pleased when I heard that the Committee would be legislating
in this area. But this draft, I have to state, is a real disappoint-
ment. There are a few worthy provisions, but there are many oth-
ers that undermine advances that we should be taking in effi-
ciency.

The provision on DOE’s pending gas furnace rule in the discus-
sion draft is of great concern to me. About 40 percent of the energy
delivered to the residences is used for space heating, and natural
gas and propane furnaces account for nearly Y2 of that. It may be
higher now, since prices may have enticed some to switch heating
fuels. Either way, that is a lot of energy, and gas prices may be
low now, but experience tells us that is likely to change.

So DOFE’s new rule on gas furnaces would save consumers a
great deal of money on their annual outlays for fuel costs, and the
furnaces that deliver these savings are already on the market, and
make up a significant part of the current furnace market. The com-
ment period is still open, and this rule appears to be well justified,
very well justified. I am not persuaded there is any reason to delay
these standards.

So, Mr. Peel, you state that DOFE’s rule is based on, “errors in-
volving economic assumptions and technical issues”. But later in
your testimony you cite DOE’s analysis in support of your position
that this rule should be delayed. Do you have information other
than DOE’s analysis that supports your position that “the addi-
tional cost of installation cannot be economically justified”?

Mr. PEEL. I do have access to information. I don’t have it here
today. I used DOE’s numbers as a conservative estimate. They are
consensus numbers from—DOE would agree to those numbers.
There are concerns beyond just the payback. The installation com-
plexity is a big issue as well. These are all issues that we would
bring to the table in a consensus building session.

So, once again, to reiterate, we are not opposed to energy effi-
ciency increases for weatherized gas furnaces. We want to make
sure that the realities of the market are understood when we set
these standards. So, for example, most appliances have a range of
efficiencies that you can progress through, a continuum. Gas fur-
naces actually change technology between 80 and 90 percent, and
so it is actually a different installation. It is not like installing a
more efficient air conditioner, which is very similar to installing a
less efficient air conditioner.

So those are the kind of things that we want to be commu-
nicating with the DOE and other stakeholders to make sure that
it is understood so we can really understand what the payback
numbers are. And my feeling is that, with the data we have, with
the data DOE has, and other data that we have heard today, some-
where in there lies the answer. And——

Mr. ToNko. OK.

Mr. PEEL [continuing]. Getting together to communicate it is the
key.
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Mr. ToNkO. Well, I would appreciate you sharing any of that in-
formation with the committee. These are durable goods. They last
a long time, and I think we should implement standards that save
energy at this level as early as possible. And given these furnaces,
as I stated, are already in the market, there are clearly possible
savings there.

To Ms. Noll and Ms. Callahan, there seems to be some disagree-
ment about the provision of this bill on building standards. Again,
residences and commercial buildings stand for a long time. Is the
provision on building codes consistent with having DOE do all it
can to support the adoption of progressive building codes for energy
efficiency?

Ms. CALLAHAN. You want me to go first?

Mr. TONKO. Sure

Ms. CALLAHAN. Thank you

Mr. TONKO [continuing]. Please.

Ms. CALLAHAN [continuing]. Congressman, I appreciate that
question. Let me say, as I said in my testimony, that we believe
that the building code provisions that are in the bill currently
should be struck. And I have an easy answer for the Ranking Mem-
ber of where you find bipartisan agreement on building energy
codes that will provide more transparency, and will ensure that
DOE plays an appropriate, and a strong role in delivering its model
energy codes, and that is the bill by Mr. McKinley and Mr. Welch.
We have negotiated those provisions over a number of years to ad-
dress the concerns of the stakeholders, and the concerns of build-
ers, and the concerns of all the folks that are involved in this proc-
ess. So we think that is where you can get broad bipartisan sup-
port.

I want to address a couple of points, I think, where there is per-
haps some obfuscation in the testimony that you have heard. Model
energy codes are not set by DOE. They are set by independent code
making bodies. These are people from all across the United States,
city officials, builders like Mr. Thompson, code officials, elected offi-
cials. They come together, and they establish the code. Once that
code is established, DOE certifies it, if it saves energy, and then
the states adopt it, and the localities implement and enforce the
codes. So I think that that process, DOE has played an important
r(l)le, but they cannot control the process. It is handled in other
places.

I also want to state that 39 states right now already either the
2009, the 2012, or the 2015 code in place. This is working. And
with respect to the the simple payback, I think one thing that is
very important to note, NAHB’s own surveys show that 9 out of 10
Americans will pay two to three percent more for energy efficient
homes. That translates on a $100,000 home to $2,000.

Most people mortgage their homes, and so when they add in the
efficiency upgrade to that mortgage, it is 30 years to pay it off. And
the savings that they get on their energy bill day one, when they
move in, are greater than that additional cost. So I think that the
codes are there, the codes need to keep going. Thank you.

Mr. WHITFIELD. Gentleman’s time has expired.

Mr. ToNkKO. We wanted to hear from Ms. Noll, though. It was ad-
dressed to both.
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Mr. WHITFIELD. All right, go ahead.

Mr. ToNKo. If we could, please?

Ms. NoLL. I will be very brief. I would just say that we achieve
better model codes when the Department of Energy is able to con-
tribute their expertise, and these model codes do increase the effi-
ciency that can save Americans an enormous amount of money in
our nation.

Mr. ToNKoO. I thank you for that, and Mr. Chair, as I yield back,
I suggest that we have got a ways to go before we live up to the
title of our bill. And with that I yield back.

Mr. WHITFIELD. At this time I recognize the gentleman from
Ohio, Mr. Latta, for 5

Mr. LATTA. Well, thank you very much, Mr. Chairman, and,
again, | appreciate the panel for being here today, and I also appre-
ciate the Chairman for including two of my bills in this efficiency
discussion draft: the Energy Star Program Integrity Act and the
Voluntary Verification Program Act. Both of these pieces of legisla-
tion will help manufacturers and consumers, while strengthening
the Energy Star program. I would also like to ask the Chairman
for unanimous consent to enter into the record two letters in sup-
port of the Energy Star Program Integrity Act: one from the U.S.
Chamber of Commerce, and the other from the Retail Industry
Leaders Association.

Mr. WHITFIELD. Without objection.

[The information appears at the conclusion of the hearing.]

Mr. LATTA. Thank you, Mr. Chairman. I appreciate that.

Mr. Peel, if I could ask, why does the IVP give you more predict-
ability than a DOE run program?

Mr. PEEL. There are really three reasons why the IVP helps us.
The first is that the predictability you mentioned is all about con-
sistent funding. We know, as an industry, we are going to fund the
program year over year. It is not subject to budget cuts, or other
DOE priorities, so we can count on resources being available to test
our equipment to make sure that it complies with energy efficiency
regulations.

It is also cost effective. There is no taxpayer burden for this, and
it has been proven effective. We have been doing it for 50 years,
and we get better and better and better at it. It would be very dif-
ficult to duplicate. And what makes it work so well is that competi-
tion is the driver, is what keeps the integrity of the program. Each
manufacturer competes with each other, but it is a common system
that allows us to verify that everyone plays on a level playing field,
and abides by the rules.

Mr. LATTA. Thank you. And, Ms. Callahan, if I could ask—why
do you believe the Energy Start Integrity Act, which the gentleman
from Vermont and I introduced, is important?

Ms. CALLAHAN. Well, the Energy Start program itself is very,
very important. It has proven very effective in saving consumers
money, and in drawing in investment from manufacturers, bringing
new technologies forward. We are concerned that if there is a con-
tinuation of class action suits that are not necessary, in our opin-
ion, that that will cool the sort of fervor of manufacturers for par-
ticipating in this very important program. And the savings that
have been coming through it since inception in the ’90s are very,
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very significant, and we have got great consumer products now
with the Energy Star label, and we don’t want to see that program
diminish in any way.

Mr. LATTA. I just want to follow up, I want to make sure I heard
that correctly, that without the Energy Start Integrity Act, that—
you believe that the manufacturers would stop participating?

Ms. CALLAHAN. I don’t know that—whether they would stop or
not, but I think certainly it would be an impediment to them to
continue because of the extra cost, and the risk involved. So I
wouldn’t say that it would stop all manufacturers, but I certainly
think that it would cool their attraction to the program, and cause
some concern.

Mr. LATTA. And let me just follow up briefly, then, also, do you
think that the Act would prohibit all lawsuits against non-compli-
ant Energy Star products?

Ms. CALLAHAN. Absolutely not. I mean, it is very narrowly craft-
ed so that if a product has been certified, and then found not to
be in compliance, and there are corrective measures put forward by
EPA, and those corrective measures are taken, that is where the
protection comes. But if somebody is not in compliance, if somebody
is not following the EPA guidelines, and refusing to cooperate, and
come under the framework of EPA, they could still be sued.

Mr. LATTA. Thank you very much, Mr. Chairman. I will yield
back.

Mr. WHITFIELD. Gentleman yields back. The reason we were hav-
ing a discussion up here, we have a vote on the House floor. It is
just one, so we are going to keep this process going, but some peo-
ple have gone to vote, and they will come back.

At this time I will recognize the gentleman from Pennsylvania,
Mr. Doyle, for 5 minutes.

Mr. DoYLE. Thank you, Mr. Chairman, and welcome to all the
panelists. I think it is very helpful to hear from a range of indus-
tries and stakeholders on these issues. This is a draft document,
and I do think we have some work to do on it, but the goal here
is to see how we can use technology to save energy, but it has to
be affordable too, and I think that is a key ingredient. I want to
especially say hello to Frank Thompson, a gentleman that I have
known I think my entire 21 years in Congress, and have worked
with in the Pittsburgh area for a long time, so, Frank, it is good
to see you.

Let me just first ask quickly, Mr. Somerhalder, in your testimony
you talked about how Section 433 of the Energy Independence and
Security Act of 2007, the fossil fuel ban, is deeply flawed, and this
current discussion draft eliminates the ban. But as Mr. Wagner
mentioned, Senator Hogan and Manchin have a bill that would re-
peal this requlrement but also strengthen several existing Federal
energy efficiency provisions to ensure large energy savings in the
coming years. I am just curious, is the Hogan-Manchin bill some-
thing that you could support, or is there a way to make sure we
use this as an opportunity to focus on more efficiency?

Mr. SOMERHALDER. Yes. Our major priority is clearly to make
natural gas available to these buildings because of the attributes
I talked about. But we have been involved in the energy standards,
and, in a consensus process, looking at what you talked about,
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those standards that could be put in place. So replacing it with a
set of standards that we have been involved in, we can support
that as a way to move forward, and make sure natural gas is used
in those buildings as well.

Mr. DoYLE. Good.

Mr. SOMERHALDER. And that is a good example of where con-
sensus can reach compromise.

Mr. DoYLE. Right. That is great. And that is——

Mr. WHITFIELD. So is he saying that they do support the Senate
bill?

Mr. SOMERHALDER. Yes. We have already officially made com-
ments that we can support that, because we were involved in a
part of that process, and involved in those standards.

Mr. DOYLE. Good. That is something that is good to know as we
work on the discussion.

Frank, let me ask you—you know the district I represent. I don’t
have a lot of new homes being built. We know the new homes are
pretty energy efficient, but a lot of the older homes that are built
before the ’90s aren’t so energy efficient, and the homes in my neck
of the woods, in the Mon Valley, and parts of the city of Pittsburgh,
were built in the 1920s and 1930s, and I have a lot of row houses
in my district. And I have a lot of senior citizens in my district that
aren’t going to be re-mortgaging their houses, or doing anything
like that. When their furnace goes, they have got to pay.

And so we want to have a system—and I just want to express
this, I am all for energy efficiency. I have been a big proponent of
it my entire time in Congress, but I also worry about a little bit
about some of the older residents that I represent in the Allegheny
counties that—probably second only to Dade County, Florida in the
number of senior citizens that live in these older homes that, if
they were told that they had to replace the furnace, and then do
some structural changes to these older homes, I just worry what
that does to them, cost-wise.

And I just want to know what are, we have had a lot of successes
with new housing, and making them more energy efficient. What
do you think are some of the major successes that we have in mak-
ing older homes more efficient, aside from, we have tax credits in
the Tenant Star Program, but what other ways do you think we
can encourage energy efficiency in these older homes? And maybe
you could just speak a little bit to these urban areas like mine, that
have houses that are stacked together in rows, and how that works
if you have to change venting systems and that?

Mr. THOMPSON. Well, I think there were three questions there,
so let me start with the furnace provisions there. And I think some
of the flaws in what DOE has presented, and why we need to get
this advisory group together, and get the stakeholders at the table,
and improve on what they have proposed are the exact cir-
cumstances you described there, and the consequences there of try-
ing to bring that new technology, that condensing furnace, into a
structure that wasn’t built that way. And it could be thousands of
dollars that they aren’t going to go out and take a mortgage. They
are going to have to come out of pocket for it, so we need to find
some alternatives that are going to address those situations there.
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In terms of how we best address continuing to improve energy
efficiency in older homes, I think we need to continue a lot of the
programs, the tax incentives, that have been in place. They work.
We need to make sure that they are going to continue to be there,
because the reality is that the greatest energy users, the gas guz-
zlers, so to speak, amongst houses are those older homes.

Mr. DOYLE. Right.

Mr. THOMPSON. And it is very costly to come in and retrofit
them. So let us keep some programs out there that are going to
help temper those costs.

Mr. DoOYLE. Great. Thanks, Frank. I see my time is up, Mr.
Chairman. Thank you very much.

Mr. THOMPSON. Thank you.

Mr. OLsoON. The Chair recognizes Mr. McKinley from West Vir-
ginia for 5 minutes.

Mr. McKINLEY. Thank you, Mr. Chairman, and given the time-
frame, I am not going to be able to get to all my questions that
I had, but let us just see if we could focus on—when I came to Con-
gress 4 years ago, that was—the thing I left was an engineering
practice that dealt deeply into energy efficiency. So we have some
working knowledge that we are bringing to the table, and what we
have done the first few years was nibble around the edges of en-
ergy efficiency as we try to educate the public, and the other mem-
bers, about what we have to do.

And one of the most important things that I think we are
about—Tonko and I are embarking on is now we are going to try
to dive deeply into the issue of turbines, and look at that. When
we are talking about single turbines at 35 percent, and combined
capacities of maybe 60 at best, more likely at 45 or 50 percent. So
we are looking at what we can do with that.

We know that this bill that we have, that we are putting forth,
is going to provide some form of demonstration project that we can
look at the steam injection, raising lit temperatures. We can in-
crease pressure ratios. We know all these things are going to im-
prove so it is probably the most efficient bill that we could pass on
efficiency, is looking at how we create electricity.

So is it too early? I am going to ask that to you, Mr.
Somerhalder. Coming from the Gas Association, do you think this
Congress is ready to take on such a huge subject as to reduce and
improve the efficiency of our turbines and our electric generation?
Because we know that China and Japan are very actively out
there, participating in a robust fashion, and we are going to wind
up playing second fiddle.

Mr. SOMERHALDER. Exactly, and, as an association, and as a
company—we supply today combined cycle turbines at central sta-
tions that have efficiencies of around 60 percent. They have been
engineered that well, so we know the industry is capable of finding
a way to continue to improve efficiencies. And we have seen the
benefit of distributed generation, from micro-turbines, to combined
heat and power, to fuel cells. And so we do believe that we need
to put in place research and incentives to continue to make
progress on that, because those are additional ways to make sure
that we are the most efficient and the most cost effective for the
consumers in the long run.
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So that, in addition to using very efficient furnaces, whether they
are 80 percent or 92, for heating, all that together can produce a
very good result. So we support additional effort in those areas.

Mr. McKINLEY. Well, we are going to make an all-out effort to
see if we can’t get—if nothing else, just to get the dialogue going
to educate the American public as well as—what the problems are,
because just imagine, what other entity would be acceptable at 60
percent efficiency? If we let the Post Office off at 40 percent of their
deliveries weren’t appropriate—so, having said that, let me go back
to Mr. Thompson on homes.

A component of my practice had been designing and building
homes, and I knew that one of the issues we were facing there was
indoor air quality. And, again, it is a process of education. I don’t
think Congress and the American public understand a lot of these
issues that we are dealing with on Clean Air Act really have a gen-
esis back in their home. Because we know that we spend 90 per-
cent of our time indoors, and 60 percent of our time in our homes.
But yet we are not addressing some of those problems. So I am cu-
rious, you, as a home builder, and the Home Builders'—what are
you doing, from an association, to address these issues of indoor air
quality?

Mr. THOMPSON. As the building codes have continued to tighten
up, the air changes per hour in a house, and we saw that in the
2012, and reinforced in the 2015 codes of reducing those air
changes per hour. That potential is increased. It has got to be re-
solved through mechanical ventilation, which is a requirement in
the building code, if you are less than five air changes an hour.

Interestingly enough, a number of the states that adopted the
2012 IECC chose to move that number that was in the IECC from
three air changes an hour back up to five or over. I believe only
one of those states kept it at that because it is a danger level there,
and we are getting into a lot of uncharted territory that we need
more building science to best understand how we can maintain air
quality, minimize mold, and continue

Mr. McKINLEY. Right.

Mr. THOMPSON [continuing]. To have energy efficiency.

Mr. McKINLEY. And in the time I have, my concern is that what
we are seeing is SO, and NOy gases have been decreasing, and CO,
emissions have—but yet we are seeing more asthma attacks, and
as a result—it is not because of the coal fired power plants. We be-
lieve there is science—justify, from the American Lung Association
and others, that a lot of this is having to do with our indoor air
quality.

Mr. THOMPSON. Yes, sir.

Mr. McKINLEY. So the asthma increase is not because of coal and
gas fired power plants.

Mr. THOMPSON. Yes, sir.

Mr. McKINLEY. Thank you very much for you time, and I apolo-
gize for——

Mr. OLsoN. Thank you. And I apologize, the vote has popped
up—so we will have a brief recess. Members who come back might
have some questions, so please stand by for maybe 5 minutes or
so. I apologize so much for this, but we stand in recess.
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[Whereupon, at 1:07 p.m., the subcommittee recessed, to recon-
vene at 1:11 p.m. the same day.]

Mr. OLSON. Order. So please bear with us, patience.

Mr. McNERNEY. Mr. Olson, I move the bill. There have been a
few changes around here.

Mr. OLsoN. Well, I was called Chairman the previous panel, so
good changes. Don’t tell Mr. Rush. And the Chair recognizes the
gentleman from Vermont for 5 minutes, Mr. Welch.

Mr. WELCH. Thank you very much. It is really tremendous to be
here, and to be with people that a lot of us but me very much have
been working with on this question of energy efficiency. It is also
very reassuring to me to see how, in my view, Congress has really
come a long way. You know, we have been locked down in this im-
portant debate about climate change, and tough challenges about
our energy policy that have a lot of very valid issues to them, but
they shouldn’t get in the way of us making process in this space
of energy efficiency that is so vital.

Because even if we are going to achieve climate change goals, 40
percent of those, and this was under the Waxman-Markey bill,
were going to be achieved through energy efficiency. And that com-
mon ground that we have, Mr. Olson, of saving money, I am kind
of cheap in Vermont, motivates me, but it also creates jobs. Lot of
folks out there doing work to put good people to work building
hﬁ)mes, doing retrofits. That all matters. So I am delighted about
that.

I am also delighted about all the energy efficiency bills that are
going to be part of this, that I and our colleagues have had a part
in. Mr. Cartwright, who is not on our committee, but his Stream-
lining Efficiency for Schools Act has been great. Mr. Kinzinger just
came in, and—working with him on energy savings through public/
private partnership, and the Utility Energy Service Contract Im-
provement Act. Mr. Latta, who was speaking a little bit earlier,
and I have been working on a number of bills. So there is a lot of
momentum.

And I was just talking to one of the people here, who was telling
me that he just came from the Senate, and there is a lot of discus-
sion over there. It is hard to believe, but they are actually acknowl-
edging the work that we are doing over here in the House. So they
are pretty slow over there, but they are kind of catching up, so we
are happy about that. And we have got a lot to do.

And this afternoon, as I mentioned, Mr. McKinley and I, we are
going to be at the White House for a bill signing. Now, from my
perspective, we probably should do more, but I think we are really
making real progress, and it is bipartisan. And, by the way, it feels
a lot better to be getting something done instead of just fighting
all the time, you know what I mean? OK. So let us keep it up.

But on that topic, there are a couple of issues that are tough. Mr.
Whitfield had mentioned this before. You know, there were a num-
ber of areas, 12 areas, where there is bipartisan agreement, a few
where there aren’t. My hope is we can work those out. Building
codes is one. You know, building codes, I think, can be very helpful.
They have got to be reasonable. So how you address that should
be with a focus on what is practical. But I don’t think we just say
no building codes. I think there have got to be some standards that
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make sense, but they have to fit what is realistic in the real world.
And that is a judgment call. It is not a right or wrong kind of situa-
tion, so let us see that as a tool, but pledge to work in a practical
way, dealing with people who are in the field, dealing with some
of our regulators who have the interest of energy efficiency.

And also there is a question here about repealing Section 433 of
the Energy Independence and Security Act. That was designed to
move our government buildings away from fossil fuel usage. It does
have some implementation challenges. Let us work to figure out
how we can square that circle, not have that be something we just
don’t resolve, and I think we can do it. But I do have a couple of
questions for Mr. Somerhalder, who is out in the field. And I want
to know about this rule with the DOE, and I assume you have ex-
pressed your concerns to the DOE, and I am wondering what their
response has been.

Mr. SOMERHALDER. Yes. We have a part of expressing concerns
and comments. To this point, even though we have expressed those
concerns, we still need more understanding of some of the data,
and some of the technical information, and some of the models that
had been used to come up with these cost estimates.

Mr. WELCH. OK. I only have a little more time, so let me just
follow up on that. If we pass the time out on the FERS rule, are
the gas utilities committed to increasing the efficiency of the units,
and will they work quickly to get that rule finalized within a year?

Mr. SOMERHALDER. Yes. We have spent the last several months
as well in very detailed discussions on how to do this. The units
are very efficient, either the 80 percent or the 92 plus percent. It
is really some of the retrofit venting issues that have to be resolved
to see where they can cost-effectively be applied. And so

Mr. WELCH. OK.

Mr. SOMERHALDER [continuing]. A lot of those issues, we are
committed to work with DOE and the other stakeholders to reach
consensus.

Mr. WELCH. OK. I appreciate that. Thank you very much. I yield
back.

Mr. OLSON. Gentleman’s time has expired. The Chair recognizes
the gentleman from Illinois, Mr. Kinzinger, for 5 minutes.

Mr. KINZINGER. Well, thank you, Mr. Chairman, and, to Con-
gressman Welch, it is great working with you on all this, and you
have been a leader not just in this Congress, but Congresses prior,
and it is an honor to join you in a lot of this, and so I just want
to personally congratulate you on all this hard work, and I want
to thank the Chairman for holding the hearing today. I want to
thank all of you for being here. I know it is a time commitment,
a travel commitment. And, again, as Peter said, this is a real op-
portunity to show that Washington, D.C. works sometimes. And we
get all the news for when we fight, and when we go back and forth,
but there are a lot of things where people get to work together.

And this is such an open process, and I want to thank the Chair-
man for bringing forward the draft. And I understand that some
members have taken issue with certain provisions in the draft, but,
given the bipartisan nature of the vast majority of the text, it is
my hope that we are going to be able to work with each other to
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produce a final product that most, if not all, of this committee can
support.

I would also like to thank a number of members from across the
aisle for working with me on getting some really good efficiency re-
lated provisions into this draft. I mentioned Peter Welch. I also
want to specifically mention Congresswoman Eshoo’s work on the
Energy Efficient Government Technology Act to update Federal
data center efficiencies, and Congressman McNerney for his help in
drafting and introducing the Thermal Insulation Efficiency Im-
provement Act. I would also like to add quickly that insulation is,
in many cases, the unsung hero in improving the energy efficiency
of our homes and buildings.

Just a few questions, and then I will yield back my time. Mr.
Wagner, you mentioned in your testimony the scoring of ESPCs
and UESCs has caused consternation in the industry for quite
some time. Lately there has been some work by the House and
Senate budget conferees to fix the issues, although we haven’t quite
made it to that point yet. Given the inclusion of ESPC and UESC
language in the discussion draft, would you mind explaining in a
little further detail what savings guarantees ESPCs and UESCs
offer the Federal Government, and also the potential impact a scor-
ing change will have, saving the Federal Government the badly
needed funding?

Mr. WAGNER. Well, thanks for that question, Congressman, and,
first of all, let me thank you, and Congressman Welch, for your
leadership, particularly on the performance contracting coalition.
Your bipartisan leadership is really appreciated.

You know, the scoring problem has really been vexing us for over
a decade, and it seems to have only gotten worse. In a nutshell, we
basically have the problem where CBO cannot reconcile the savings
on the discretionary side of the ledger with the ESPC contract,
which is mandatory spending in their mind. They don’t give the off-
set, if you will, for the savings, even though the savings are guar-
anteed by the contractor. And that has just been problematic under
the scoring rules.

So the Senate legislation will fix that, and I know the House has
been looking at that, and we appreciate everyone on this Com-
mittee who has been diving into try to solve this problem. So what
happens is, when you have a number of the provisions that we
have in the discussion draft here, they actually hold—CBO will
score them, because they assume that ESPC will be used to imple-
ment those provisions, and therefore a score. And it is sometimes
not just the ESPC legislation per se, it might be other things, like
trying to extend a Federal goal for energy reduction overall. So this
has really hampered your ability in the past to try to pass legisla-
tion in this Committee.

So if we can crack that nut on the scoring problem, and fix it,
then you will have a pathway to clearly be able to amend the stat-
ute—as I said in my testimony earlier, to update it, to make those
clarifications, and maybe even expand the scope of what we can do
under ESPC.

Mr. KINZINGER. Yes, hopefully we can get there. And do you be-
lieve that the FPC member companies have the ability to meet the
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$4 billion directive issued by the President, and also, on top of that,
what else can we be doing to get the Federal Government to be

Mr. WAGNER. Absolutely we can meet that goal, and even do
more, and I think agencies are trying hard to do that, and I know
the Administration is committed. And, with your help and leader-
ship, to continue to prod agencies to do that. But I will say that
some of these legislative provisions will help because it will unlock
some of the things that agencies are trying to do, and clarify some
of the things that have been causing them confusion. So that is
why the legislation here that you are working on is very important.

Mr. KINZINGER. Ms. Newmark, I am not going to ask you a ques-
tion because I am running out of time, but I do want to point out
that you touch on the use of intelligent efficiency, and I gather you
believe that the Federal Government could play a larger role in the
use of intelligent efficiency, and more specifically in data centers.
I guess maybe in 10 seconds do you want to elaborate on that?

Ms. NEWMARK. Sure. I think the point I was trying to make is
that the whole is often greater than the sum of the parts. A one
percent, or half a percent improvement in efficiency in every piece
of equipment still only gives you a half a percent improvement. If
we can look at how those systems work together and get a 10 per-
cent improvement, we all win. And in this case we use less energy,
and spend less money.

Mr. KINZINGER. Great. And I wish I could have given you more
time, but thank you all for being here, and I will yield back, Mr.
Chairman.

Mr. OLSON. Gentleman’s time has expired. The Chair recognizes
the lady from California, Ms. Eshoo, for 5 minutes.

Ms. EsHO0O. Thank you very much, Mr. Chairman. I appreciate
the subcommittee holding this important hearing, and I want to
thank you, and Mr. Whitfield, and the minority for extending the
legislative courtesy to me to come here and join you today, since
I am not a member of the subcommittee, but a member of the full
committee. So thank you to all the witnesses. We always depend
on really highly informed witnesses to enhance our work, so I ap-
preciate the inclusion of my bill, the Energy Efficient Government
Technology Act, in the discussion draft of the subcommittee. I ap-
preciate it very much. I have been at this for a while, as some of
you know.

Sections 4111 and 4112 of the discussion draft are nearly iden-
tical to the provisions of the legislation that I just mentioned, and
it is wonderful to introduce—and he is leaving, Mr. Kinzinger.
Maybe he can hear me. Introduced with him, and I am grateful to
him for his leadership, and there are three other members of this
subcommittee that are also co-sponsors of the legislation. It is real-
ly a non-controversial bill. I know everyone would like to say that
about their legislation, but I think the test was on the floor in the
last Congress, when 375 members in the House of Representatives
goted for the legislation last year, so I think the proof is in the pud-

ing.

I think it is important to appreciate, as Ms. Newmark just said
so succinctly, some of the facts that surround this issue. Today the
world generates more data in 12 hours than was generated in all
of human history prior to 2003. That is really something to digest,
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isn’t it? And we should all have enormous pride in that, because
we really are the mothers and fathers of the generation of that
data, in terms of the technology. And, of course, I always have to
brag and crow about my Silicon Valley congressional district. So
these billions of gigabits of data have to be stored and processed
at data centers, which are really the backbone of the 21st century
economy, and they can, and should be, highly efficient.

The Federal Government is our nation’s largest land owner, em-
ployer, and energy user, and the Federal Government, I think,
should lead by example by improving energy efficiency of its IT in-
frastructure and data centers, and we have them across the entire
enterprise. We have lots of it. We have lots of it. So the legislation
would require the agencies to develop plans to implement best
practices, purchase more energy efficient information and commu-
nications technologies, and submit to periodic evaluation, which I
think is really important—we don’t always do that in the govern-
ment—of their data centers for energy efficiency. So Congress can
track, and the American people can track the progress that we are
making.

And the bill also requires the agencies to formulate specific per-
formance goals, which I think is really important as well, and a
means to calculate the overall cost savings from the improvements.
So I think that if we get this in place, we have the opportunity,
by reducing the government’s data center energy bill anywhere
from 20 to 40 percent. I really don’t know who could ever be
against this, honestly. It is like walking past a $1,000 bill on the
sidewalk and not picking it up. So I think that—and it has been
estimated that we could save $5 billion, that is with a B, in energy
costs through 2020, which is not too far away from us right now.

So I appreciate the support that has all of the support, not only
groups and organizations, advocates, industry groups, the Amer-
ican Council for an Energy Efficient Economy, the Alliance to Save
Energy, the Information Technology Industry Council, people that
I work with all the time, U.S. Green Building Council, which is
really very important as well, all of them, as well as the sponsors.
And I think that we have a real opportunity to do something that
I think everyone across our country would say, you know what,
Congress, bravo. It makes sense, and it is going to save taxpayer
money, and, for a change, the Federal Government, as an entity,
will be instructive to the rest of the country, and—because we
adopted a very smart policy. So I thank all of you.

Ms. Newark, thank you for what you said in your written testi-
mony, and—pointing out that we began this effort in 2006, but
sometimes the gestation period is longer. So I am willing to wait
for that. I thank all of you. And, again, Mr. Chairman, thank you
for your legislative courtesy, I appreciate it very much, and kudos
to Mr. Kinzinger. I will make sure I find him on the floor and
thank him. And Mr. Whitfield, thank you, my friend. I appreciate
it. I yield back.

Mr. OLSON [presiding]. Thank you. No more speakers—I ask
unanimous consent that the following statements and letters be
submitted for the record: number one, American Public Gas Asso-
ciation letter; number two, the Business Council for Sustainable
Energy letter; number three, Geothermal Exchange Organization
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letter; number four, Consumer Federation of America, and the Na-
tional Consumer Law Center; number five, NiSource; number six,
ASHRAE; number seven, Alliance to Save Energy, and American
Council for an Energy Efficient Economy; number eight, U.S.
Chamber of Commerce; number nine, Leading Builders of America;
number 10, Retail Industry Leaders Association; number 11, Alli-
ance for Individual Efficiencies; number 12, a Center for Progress
report entitled, “Buildings of Tomorrow are Here Today”; and fi-
nally, number 13, a letter from nearly 500 architectural firms in
support of Section 433. I would like to put that in the record with-
out objection. Without objection, so ordered.

[The information appears at the conclusion of the hearing.]

Mr. OLSON. And thank you so much to all the witnesses. On be-
half of Chairman Whitfield, who is from Kentucky, watch the Ken-
tucky Derby this weekend, the biggest event there in Kentucky,
and without objection, we are adjourned.

[Whereupon, at 1:29 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

PREPARED STATEMENT OF HON. FRED UPTON

We have made significant progress in recent weeks as our bipartisan energy bill
is beginning to take shape, and today we address two key components—updating
the Strategic Petroleum Reserve (SPR) and improving the federal government’s en-
ergy efficiency initiatives.

It has been a full 40 years since the SPR was created in the aftermath of the Arab
Oil Embargo as an emergency stockpile of oil. Fortunately, we never had the occa-
sion to use the nearly 700 million barrel reserve except for relatively small with-
drawals. Nonetheless, it continues to serve a useful role just in case we ever do have
a major disruption in oil supplies.

The Department of Energy’s Quadrennial Energy Review has highlighted the fact
that the SPR is showing its age. In fact, DOE and others are concerned that it is
currently in no shape to respond to an emergency and that many upgrades are
needed. We agree, and need to consider how to modernize the SPR.

But before we draw conclusions about what to do, our draft bill requires DOE to
build on the work in the Quadrennial Energy Review and conduct a long-range stra-
tegic review of the SPR and recommend a plan of action.

On energy efficiency, we believe the federal government should first take all sen-
sible steps to minimize its own energy use. Energy Savings Performance Contracts
are one vehicle that allows the private sector to apply its energy efficiency expertise
to federal facilities at no cost to the taxpayer. Provisions in the draft bill facilitate
wider use of Energy Savings Performance Contracts throughout the federal govern-
ment. There are other steps the federal government can take to reduce energy use,
and the draft bill contains measures directed toward that end.

The bill also has provisions dealing with energy efficiency in appliances and build-
ings, including improved information for consumers about energy use and more rig-
orous analysis of efficiency standards.

Though we may not agree on all the provisions discussed today, this hearing con-
tinues a very useful discussion that I hope will lead to bipartisan energy legislation.
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Testimony of the American Public Gas Association before the
Energy and Power Subcommittee of the House Energy and
Commerce Committee Hearing, “Strategic Petroleum Reserve

Discussion Draft and Title IV Energy Efficiency”

A Consumer Perspective

On behalf of the American Public Gas Association (APGA), thank you for the opportunity to
submit testimony on “Strategic Petroleum Reserve Discussion Draft and Title IV Energy

Efficiency.”

APGA is the national association for publicly owned natural gas distribution systems. There are
approximately 1,000 public gas systems in 37 states and over 720 of these systems are APGA
members. Publicly owned gas systems are not-for-profit, retail distribution entities owned by,
and accountable to, the citizens they serve. They include municipal gas distribution systems,
public utility districts, county districts, and other public agencies that own and operate natural
gas distribution facilities in their communities. Public gas systems’ primary focus is on providing
safe, reliable, and affordable service to their customers. The long-term affordability of natural

gas has been a focus of APGA and its members.
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APGA has the privilege of representing the views of American natural gas consumers. We
represent the homeowners and small businesses that rely on affordable natural gas to heat their
homes, cook their meals, power their restaurants, operate small manufacturing entities, and

service businesses.

Our written testimony will focus on three provisions included in the discussion draft;
« Section 4115, Repeal of Fossil Fuel Consumption Percentage Reduction Requirements
for Federal Buildings
+ Section 4124, Residential Non-Weatherized Gas Furnaces and Mobile Home Furnaces

e Section 4131, Greater Energy Efficiency in Building Codes

Section 4115, Repeal of Fossil Fuel Consumption Percentage Reduction Requirements for

Federal Buildings

Section 433 of the Energy Independence and Security Act of 2007 (EISA 2007) mandates
elimination of all fossil fuel-generated energy use in federal buildings by the year 2030. The
mandate covers new buildings and major renovations of at least $2,500,000 (in 2007 dollars).
This provision limits and ultimately eliminates the role of natural gas in federal facilities.
Section 433 creates a bias in federal policy at odds with the important role that domestically
abundant, clean and affordable natural gas can serve in meeting the energy needs of not only

federal buildings, but the country as a whole.
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The mandate seeks to reduce fossil fuel use by 65% by 2020 with total elimination by 2030.
DOE’s own estimates project Federal construction costs will jump from today’s level of $30
million annuaily to over $1.1 billion annually by 2030 as a direct result of this provision.

The mandate prohibits both the ultra-efficient direct use of natural gas in federal buildings and
the use of gas-fired generation, which is the generation of choice today by most public utilities in

the nation to minimize the effects of greenhouse gasses.

Federal agencies are already required to increase energy efficiency and attain sustainability by
the Energy Policy Act of 2005, the Energy Independence and Security Act of 2007, and
Executive Order 13514, Section 433 would restrict the adoption of high-efficiency technologies
to meet these statutory mandates — technologies such as combined heat and power (CHP), which

is often fueled with natural gas.

By restoting the ability of federal installations to utilize natural gas, federal energy mangers will
be able to use energy efficient, cost-effective end-use applications of natural gas in the long-

term. The benefits will save money as well as provide measurable environmental benefits.

Section 4124, Residential Non-Weatherized Gas Furnaces and Mobile Home Furnaces

By way of background, the DOE proposed a direct final rule (DFR) in 2011 that, among other
things, increased the federal minimum efficiency for natural gas furnaces from 78% nationwide
1o 80% annual fuel utilization efficiency (AFUE) in twenty southern United States and to 90%

AFUE in thirty northem states. The end result of the proposed rule would have amounted to a
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ban on negative pressure vented furnace systems (non-condensing furnaces) in northern states.
For residential consumers in northern states, it would have eliminated the low cost option for
heating homes and would have caused fuel switching, especially among lower income
homeowners, away from efficient natural gas furnaces to much less efficient electric heating

options due to the first costs associated with the 90% furnace mandated by DOE.

While APGA and its members are strong supporters of encrgy efficiency, we were concerned
that this rule would ultimately undermine efficiency goals while significantly increasing
consumer costs. The direct final rule would have deterred consumers from purchasing natural
gas furnaces given that the furnaces that would meet these new efficiency standards are
condensing furnaces which require additional venting. APGA believed that the additional
venting costs that consumers would have faced as a result of this rule would deter consumers
from purchasing replacement natural gas furnaces and result in fuel switching to less efficient
electric heaters/furnaces in the retrofit market as the front cost to install condensing furnaces will

be much higher.

The DFR process is intended to be an expedited rulemaking process for noncontroversial issues.
If DOE received any adverse comments, it was supposed to withdraw the DFR and proceed with
notice-and-comment rulemaking. Despite receiving comments opposing the DFR 90% standard
from over 30 stakeholder groups, including APGA, DOE ruled that it did not receive adverse
comments warranting withdrawal of the DFR. The furnace rule was supposed to take effect in

May 2013.
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In December, 2011 APGA filed a petition for review of this rule in the U.S. Court of Appeals for
the D.C. Circuit. APGA was asked to engage in a mediation process with DOE and the
Department of Justice, which was representing DOE, to avoid going to court. The mediation
resulted in a joint settlement, approved by the U.S. Court of Appeals on April 24, 2014, that
resulted in the DFR being vacated. As part of the settlement motion, DOE agreed to undertake a

new rulemaking proceeding within one year to consider the appropriate standards.

Unfortunately, DOE’s new proposed standard issued in March adds insult to injury. It is now
proposing a 92% AFUE nationwide, which will require all homes, nationwide, to utilize the
higher cost condensing furnace. The high initial costs associated with the purchase and
installation (including in many homes challenging and costly venting issues) will force many
residential customers—particularly those in warmer climates—to forego the use of natural gas
fired furnaces and instead install less expensive and less efficient home heating alternatives. By
DOE’s own numbers, which are, we believe, very much understated, over 20% of the homes
nationwide will experience a net cost (versus a net saving) by being required to install 92%
AFUE furnaces, which percentage skyrockets to 31% in the South on average and to 39% for
low-income households in the South. It was, of course, to prevent such lopsided adverse
regional results that Congress, at the request of the efficiency groups, among others, amended the
Energy Policy and Conservation Act in 2011 to authorize DOE to set regional efficiency
standards — an option that DOE has ignored in the pending NOPR despite the demonstrably

adverse impacts in the South.
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The language in Section 4124 of the discussion draft would allow the stakeholders to engage in
meaningful conversations to develop a proposal that will continue us to promote energy
efficiency while not adversely impacting homeowners. This provision would require the
Department to halt its current rulemaking on residential natural gas furnaces, and to instead
initiate a negotiated rulemaking involving a diverse group of stakeholders. By establishing a
negotiated rulemaking process, this section 4124 would provide all of the stakeholders time to

develop a successful a successful approach that benefits all American households.

APGA is a longstanding supporter of energy efficiency and will continue to be. In fact, the
direct use of natural gas is 92% efficient on a source-to-site basis. Unfortunately, DOE’s
proposed furnace rule would push many consumers to purchase less efficient heating

alternatives.

Section 4131, Greater Energy Efficiency in Building Codes

Model building energy codes are developed by private organizations (e.g. the International
Codes Council (ICC) and the American Society of Heating, Refrigerating and Air-Conditioning
Engineers), updated every three years and then adopted by state and local governments. DOE
plays a significant role in their development, and also works with states to encourage adoption

and enforcement.
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DOE’s role in code development has expanded, moving beyond the original authorization of a
“technical advisor” to pushing energy goals, and at times advocating for certain products or
technologies. DOE has used federal funding to “incentivize” states to adopt the latest codes.

These then become mandates in the states.

Earlier versions of the energy codes were far more cost-effective and consumers saw a big “bang
for their buck.” But now, the codes include very costly requirements that do not have the same
return on investment. An average home built to the 2012 energy code, compared to the 2009
energy code, would add thousands of dollars in construction costs, and it would take up to 17.3
years to recoup the additional cost assuming the technology does not need to be replaced.

The Blackburn-Schrader provision reaffirms the DOE’s appropriate role as a source of technical
expertise in the development of energy efficiency codes and standards for buildings and
appliances — and the importance of maintaining a bright line between technical consultations and

policy advocacy.

Conclusion

APGA appreciates the opportunity to testify before the House Energy and Commerce
Committee’s Energy and Power Subcommittee regarding these critical natural gas and public
interest issues. We stand ready to work with the Committee on these and all other natural gas

issues.
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Business Council for Sustainable Energy
Testimony Submitted to the House Energy and Commerce Committee
Subcommiittee on Energy and Power
Hearing on Strategic Petroleum Reserve Discussion Draft and Title IV Energy Efficiency
April 30, 2015

The Business Council for Sustainable Energy respectfully submits the following testimony on Title IV of the committee’s
energy legislation discussion draft regarding energy efficiency that was released earlier this week. The Council
appreciates and welcomes the committee’s consideration of policy measures to improve and enhance energy efficiency
and looks forward to more closely reviewing the discussion draft and providing more detailed input on its provisions.

The Council is a broad-based industry trade group representing companies and associations in the energy efficiency,
natural gas and renewable energy industries. its membership includes independent electric power producers, investor-
owned utilities, public power, commercial end-users, equipment manufacturers, project developers as well as service
providers for energy and environmental markets. Since 1992, the Council has been a leading industry voice advocating
for policies at the state, national and international levels that increase the use of commercially-available clean energy
technologies, products and services.

The Council would like to share some of the findings from the 2015 edition of the Sustainable Energy in America
Factbook.® The Factbook was researched and produced by Bloomberg New Energy Finance and commissioned by the
Business Council for Sustainable Energy. 1t is a quantitative and objective report, intended to be a resource for
policymakers with up to date, accurate market information. its goal is to offer important benchmarks on the
contributions that sustainable energy technologies are making in the United States energy system today. [t also
provides information on finance and investment trends in clean energy resources.

Sustainable Energy in America Factbook Findings

The Sustainable Energy in America Factbook points to the dramatic changes underway in the United States energy sector
over the past several years. Traditional energy sources are declining, while natural gas, renewable energy, and energy
efficiency are playing a larger role.

These changes are increasing the diversity of the country's energy mix, improving our energy security, cutting energy
waste, increasing our energy productivity and reducing air poliution and greenhouse gas emissions.

Behind this change are a portfolio of new energy innovations, technologies, and applications. These include: newly
applied techniques for extracting natural gas from shale rock formations; lower-cost and higher-efficiency photovoltaic
panels for converting sunlight to electrons; highly efficient, natural gas end-use applications; natural gas vehicles and
battery and fuel cell electric vehicles; and ‘smart meters’ that allow consumers to monitor, modulate, and cut electricity
consumption, among others.

The Factbook looks at a broad spectrum of sustainable energy technologies and provides data on a wide range of clean
energy industries including natural gas, renewable energy sources (including solar, wind, hydropower, geothermal,
biomass, biogas and waste to energy — but excluding liquid biofuels), stationary fuel cells and other distributed
technologies, as well as energy efficiency.

The Factbook shows that United States economy is becoming more energy productive and less energy intensive. By one
measure—United States gross domestic product (GDP) per unit of energy consumed—productivity has increased by 54%

12015 edition of the Sustainable Energy in America 2013 Factbook, February 2015, hitp://www.bcse.org/sustainableenergyfactbook
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since 1990. Between 2007 and 2014, total energy use feli 2.4%, while GDP grew 8%. This was driven fargely by advances
in energy efficiency in the transportation, power generation and buildings sectors.

BETWEEN 2007 AND 2014:

* Total energy use fell 2.4%, while GDP grew 8%.
« Energy productivity of the U.S. economy has increased 11%, and 1.4% from 2013 to 2014.
* Annualized electricity demand growth has been zero.

ENERGY EFFICIENCY TRENDS

* Energy efficiency investment in the U.S. totaled close to 14 billion in 2013, based on spending by utilities and
through energy savings performance contracts

* In 2014, buildings in 10 states adopted more-stringent residential and commercial building codes

* In 2014, 8% of U.S. generating capacity comes from combined heat and power (CHP) plants {83 GW).

* Commercial and industrial sector appetite for CHP remained the same, approximately 700 MW per year since
2009.

* Smart meters have been deployed to 39% of electricity customers .

s Investments into transmission and distribution infrastructure totaled a record-high $37.7 billion in 2013 {by
investor-owned utilities and standalone transmission companies}

* Demand response accounts for 34 GW of capacity across the U.S..

* The Pacific and New England regions made the greatest strides in energy efficiency. The southeast and
southwest regions, meanwhile, have the greatest opportunities to increase efficiency.

» Asatrend across the U.S., commercial buildings have showed the greatest progress on energy efficiency over
the last several years.

* Uptake of key energy efficiency policies is slowing. States’ adoption of decoupling legislation and energy
efficiency resource standards {EERS) has been mostly flat since 2010 (with some exceptions), and some states
have even begun to retreat from these policies.

» Tightening fuel economy standards are pushing carmakers to release more efficient vehicles; these standards
will demand a doubling in fuel economy by 2025.

*  Gasoline consumption is down by 8.6% since 2005, largely due to increasing vehicle efficiency prompted by
federal policy, increasing consumer preference for less thirsty vehicles on the road, declining miles per vehicle),
and increased biofuels blending.

e Sales of battery and plug-in hybrid electric vehicles increased 25% {through 2014 Q3), comprising just less than
1% of market share for new vehicle sales.

+ The commercial and industrial sector is demonstrating a continued appetite for CHP (about 700 megawatts
{MW) per year since 2009) as well as interest in microgrids.

While energy demand has fallen more steeply than it has in at least 50 years, the use of natural gas and renewable
energy has increased. Natural gas provided the United States with 28% of its total energy supply in 2014, and renewable
energy is supplying 9.7% of U.S. energy. Natural gas-fired power plants provided 27% of U.S. electricity in 2014, up from
just 22% in 2007, Renewable energy generation has meanwhile grown from 8.3% to 12.9% between 2007 and 2014.

Regional Energy Efficiency Comparisons

The regions seeing the greatest measurable strides in energy efficiency are New England and the Pacific states; and the
buildings seeing the most energy efficiency efforts are commercial structures. in contrast, the regions that offer the
greatest untapped opportunities are the Southeast and Southwest of the country, and the building types that present
new opportunities include small office buildings, warehouses, and storage facilities. This comparison of leaders and
laggards is based on metrics presented in the Factbook, such as: state-wide utility efficiency savings as a percentage of

2
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retail sales, state-by-state scorecards for energy efficiency policies, Energy Star-certified floor space for different types of
buildings, and investment flows by type of framework. Energy efficiency investment in the U.S. through formal
frameworks (mostly, investments by utilities and investments under energy savings performance contracts) totaled an
estimated $14bn in 2013. Advances in technology and policies to increase the efficiency of appliances and buildings have
played a role in reducing emissions and increasing the economy’s energy productivity. On the policy front, for example,
through 2014, 6.0bn square feet of commercial floor space (around 7% of total US commercial sector floor space) was
covered under energy efficiency benchmarking or disclosure policies.

Energy Efficiency Policy M es Provide ptional Vaiue for American Consumers

Policy measures have helped further the cause of energy efficiency, The Department of Energy’s efficiency programs
have resuited in exceptional value for American consumers and businesses, yielding benefits far beyond their nominal
outlays. These programs have retrofitted over 450,000 homes in 43 states, dramatically improved the efficiency of
household appliances such as refrigerators and clothes washers, and improved the quality of commercial and residential
buildings across the country.’

On February 7, 2013, the Commissien on National Energy Efficiency Policy, convened by the Alliance to Save Energy
released at its Energy 2030 vision. The Commission’s report includes a goal of doubling energy productivity in the
United States by 2030 and a set of recommendations to achieve this goal, which includes continued support of energy
productivity RD&D. Achieving the goal could save $327 billion annually and add 1.3 million jobs.?

The Commission noted that private R&D budgets are limited in many energy efficiency sectors. Market barriers aiso
prevent adoption and commercialization of new innovations. Thus government support both for R&D and for a wide
range of deployment programs has been critical to advances in energy productivity. Looking forward, the Commission
recommends increased federal investment in basic and applied research, development, demonstration, deployment,
and technical assistance at DOE, the Environmental Protection Agency, and other federal agencies, The federal
government should also encourage private R&D through other policy approaches such as public-private consortia, the
R&D tax credit, and supporting challenges or contests.

Building envelope assemblies including, insulating materials and air-sealing system technologies are essential to
improving building efficiency. To enable mass market adoption, these next-generation technologies must maintain or
improve building enclosure durability, including moisture, fire, indoor air quality, acoustic and structural performance
requirements. In the case of retrofitting existing buildings, the installation must be fast and easy so that there is minimal
impact on building occupants, BCSE believes DOE should focus additional efforts to accelerate, and improve, building
energy performance.

Infor ion and Ce ications Technology Infrastructure Enhances Energy Efficiency

In an increasingly complex energy system, Information and Communications Technology {ICT) can be used to improve
the reliability, resiliency and efficiency of the grid’s transmission, storage and distribution infrastructure, and to help
reduce pollutant emissions through better real time monitoring and control of grid systems. Further ICT applications to
enhance end-use energy efficiency and facilitate demand response strengthen grid efficiency and reliability by reducing
peak load stresses and line losses and by allowing better grid management in case of generation outages or transmission
anomatlies,

In the past, transmission, storage and delivery in the energy grid historically was a relatively straightforward, linear
system of generation to transmission to distribution. Dispatching was generally local and based on marginal cost

? Alliance to Save Energy at http://www.ase.org/advocacy/immediate-action-needed-defend-federal-energy-efficiency-programs
® Energy2030: Doubling U.5. Energy Productivity by 2030, http://ase.org/programs/ee-commission
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considerations. Margins of safety were large because of limited real-time information and limited options for
replacement of power generation sources in an emergency.

Today's grid must adapt to emerging challenges and opportunities — fluctuating energy prices, an increasingly
transactive role for customers, integration of distributed energy resources, the need for improved resilience, and the
need to reduce greenhouse gas emissions. In order to meet these challenges, a vastly increased role for ICT is essential.
Without continually enhanced ICT in the TS&D infrastructure, the grid cannot achieve these 21st century goals. ICT will
allow real-time monitoring of actual conditions throughout the system, and provide the ability to control TS&D system
functions so as to maximize efficiencies and ensure reliability with less additional costly excess capacity.

Studies have shown grid-related investment in ICT provides enormous benefits for energy efficiency, economic growth
and maximum use of non-polluting energy sources.

Energy Efficient Lighting Saves Taxpayers and Ci s Money

Light emitting diode ~ or LED — bulbs use 75 percent Jess energy than the old incandescent light bulbs and last up to 25
years. Using LED bulbs on streets and highways, and in our homes, can save taxpayers and consumers a significant
amount of money.

For example, LED butbs, can cut a city's outdoor lighting bill by half or more. Given that most municipalities are strapped
for funds, shifting to energy-saving LED light bulbs helps local governments cut operating expenses.

DOE has led the effort in the transformation to more efficient lighting through demonstration projects to validate the
effectiveness of outdoor LED lights and to develop procurement guidelines for interested communities and businesses.
LED Hights are directional light sources so well-designed fixtures can point the light exactly where the light is needed,
while also preventing light from going where it's not wanted, such as in the sky or a neighboring property.

Today, less than 5 percent of outdoor lighting fixtures use LEDs bulbs so the savings potential is significant. DOE has
estimated that a total shift to LED outdoor lights would save more than $6 billion and prevent 40 million metric tons of
carbon dioxide emissions per year. The upfront cost for LED bulbs is quickly paid back and represents a great investment
toward lower bills and reduced air poliution for years to come.*

The Role of Federal Facilities and Energy Saving Performance Contracts

As the nation’s single largest energy consumer, the Federal government spends more than 57 billion annually on facility
energy costs. Energy efficiency improvements can reduce this expenditure as well as help agencies acquire necessary
infrastructure and equipment. In 2007, the Energy independence and Security Act required federal agencies to perform
energy audits of their facilities. With only half of the buildings audited in 2013, approximately $9 billion worth of energy
conservation measures with a ten year payback or less had been identified. There is clearly a vast opportunity for
energy efficiency across the Federal government at a time of reduced discretionary funding.

ESPCs and Utility Energy Service Contracts {UESCs) can fill this funding gap. For over 20 years, performance-based
contracts for energy savings have provided critical upgrades to federal buildings, including the House and Senate Office
Buildings and the U.S. Capitol. Under ESPCs and UESCs, private-sector Energy Service Companies finance and install
new energy efficient equipment at no upfront cost to the federal government. Federal agencies repay this investment
over time with funds saved on utility costs.

4 http://energy.gov/eere/ssi/led-lighting-facts
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in May 2014 President Obama issued a memorandum extending a target that had been set at the end of 2011 {$2bn
worth of contracts entered in the period 2012-13; target was extended to $4bn over the period 2012-16).

The discussion draft incorporates language from H.R. 1629, introduced by Energy and Commerce members,
Representative Adam Kinzinger (R-1L) and Peter Welch (D-VT) which would help ensure that federal agencies are utilizing
to the fullest extent possible all cost-effective measures for energy conservation. Identical legislation was introduced in
the Senate by Senators Cory Gardner (R-CO} Chris Coons {D-DE.) Last spring, the Energy Savings through Public-Private
Partnerships Act of 2014 was approved by the Energy and Commerce Committee. BCSE encourages Congress to enact
these provisions in the 114th Congress.

These provisions of the discussion draft would promote transparency and accountability across the federal government,
clarify the ESPC statute, and would further enable federal agencies to maximize their present energy efficiency
contracting authorities. The provisions would streamline the ESPC statute providing consistency and clarification within
the existing ESPC law to:

« Require a report to Congress on the status of each agencies’ energy-related performance contracts, the value of
these contracts for the previous year, the goal for the coming year, and an explanation by agency about why
goals were or were not met.

e For projects discovered in the energy audits required by section 432 of EiSA 2007, agencies must explain why
any life cycle cost effective measures were not implemented using DOE developed guidelines. This will
encourage agencies to act on their mandated audits.

e (Clarify that agencies cannot arbitrarily limit use of energy-related operations and maintenance savings in an
ESPC, a provision that will facilitate use of ESPCs for data center consolidation.

«  Make consistent the definition of a federal building within federal energy provisions of law

o Clarify in federal energy statute that plug loads are allowable energy conservation measures, another provision
to clarify use of ESPCs for data centers

o Clarify as energy savings the use, sale or transfer of energy incentives, rebates, or credits {including Renewable
Energy Credits) from federal, state, local governments or utilities and any revenue generated from a reduction in
energy use; more efficient waste recycling; or more energy generated from more efficient equipment.

Conclusion

The Sustainable Energy in America Factbook shows the dramatic changes underway in the United States energy sector.
The Council appreciates and welcomes congressional consideration of policy measures to improve and enhance energy
efficiency and looks forward to commenting further on the discussion draft. For further information, please contact
Ruth McCormick, Director, Federal and State Affairs, at | EEEEENNNEGGGEE o visit the Council’s website at
www.bcse.org.
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Geothermal Exchange Organization

e, 312 South 4" street « Springfield, It 62701

GEO Douglas A. Dougherty « President and Chief Executive Officer

Aprit 28, 2015

Honorable Rep. Ed Whitfield Honorable Rep. Bobby Rush

Chairman, House Subcommittee Ranking Member, House Subcommittee
on Energy and Power on Energy and Power

U.S. House of Representatives U.S. House of Representatives

2184 Rayburn HOB 2188 Rayburn HOB

Washington, DC 20515 Washington, DC 20515

Dear Representatives Whitfield and Rush:

The Geothermal Exchange Organization {GEQ), the trade association for the U.S. Geothermal Heat Pump Industry,
would like to thank you for the inclusion of Section 4114 in your draft energy efficiency legislation released Tuesday,
April 27, 2015,

Even though geothermal heat pumps have been deemed by the U.S, Environmental Protection Agency as the most
efficient heating and cooling technology available, the technology was unfortunately left out of the definition of
clean and renewable energy options to meet federal purchase requirements under Sec. 203 of the Energy Policy Act
of 2005.

Your proposed legistation corrects that oversight by ensuring that thermal energy and geothermal heat pumps are
finally included in the definition of renewable energy for federal energy purchase reguirements. GEO is encouraged
by this action, and urges the Subcommittee to adopt the Whitfield Rush language on thermal and geothermali within
the broad package of energy efficiency measures that you are now considering.

A legisiated definition of clean energy that includes the thermal energy of geothermal heat pumps will add a viable
option for federal agencies seeking clean energy, cost savings and pollution abatement, and set an example for the
States for their facilities.

GEOQ welcomes any requests you may have for clarification and information needed during your deliberations. We
thank you again for this opportunity to express our appreciation for your inclusion of geothermal heat pumps in
Section 4114.

Respectfully,

Douglas A. Dougherty cc: Members, House Subcommittee on Energy and Power
President and CEQ
GEQ — The Geothermal Exchange Organization

Phone {217} 414-0341 Email Doug@geoexchange.org Website www.geoexchange.org
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Consumer Federation of America |

CONSUMER
LAW i

CENTER®

April 29, 2015

The Honorable Ed Whitfield The Honorable Bobby Rush

Chairman Ranking Member

House Energy & Commerce Subcommiittee House Energy & Commerce Subcommittee
on Energy and Power on Energy And Power

U.S. House of Representatives U.8. House of Representatives

Washington, DC Washington, DC

Re:  Section 4124 of Title IV—Energy Efficiency and Accountability, Subtitle A—
Energy Efficiency in the 4/28/15 House Discussion Draft relating to Energy Efficiency
Standards for Furnaces

Dear Chairman Whitfield and Ranking Member Rush:

The Consumer Federation of America (CFA) and the National Consumer Law Center (NCLC)
(on behalf of our low-income clients) are writing in opposition to Section 4124 of Title IV—Energy
Efficiency and Accountability, Subtitle A—Energy Efficiency in the House discussion draft (4/28/15.)
This section would, in essence, prohibit the Department of Energy (DOE) from issuing much needed
and long overdue improvements in efficiency standards for gas furnaces. Consumers continue to be
harmed through energy bills that are higher than they should be because industry has been operating
under a minimum standard that essentially was set over 25 years ago. Further delays to improving
furnace efficiency standards will extend the economic harm to consumers.

The Department of Energy has demonstrated that there are substantial gains to be made in
furnace efficiency that will save consumers money. The current process of setting the standards is
unfolding at DOE to determine exactly where the standards should be set, and we believe strongly that
the DOE process should be allowed to move forward and that Congressional action is completely
unnecessary.

CFA and NCLC have long been advocates of furnace efficiency standards because they benefit
consumers, particularly low income consumers. We advocated for stronger furnace efficiency
standards, on a regional basis, in both the 2007 and 2011 DOE rulemakings.

It is hard to fathom that today’s furnace standards essentially date back 28 years to 1987.
Nominal improvement was made in the standards adopted by DOE in 2007. In fact, these standards
which will take effect this year are virtually obsolete as nearly all furnaces on the market today already
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meet the 2007 standard level. Further delays will sacrifice consumer savings and result in increased
energy waste.

We continue to remain supportive of cost-effective efficiency standards for gas furnaces for
several reasons. Many homeowners lack the time or information needed to choose to upgrade to a
more efficient furnace, especially if they are doing an emergency replacement. Many others are renters
- often disproportionately low-income consumers — who do not get to choose the furnace installed in
their home, but do get stuck with needlessly high bills. National standards are a proven approach for
spreading the benefits of energy-savings technologies.

While we would like to see some improvements to the proposed rule to make it more cost-
effective for more consumers, we urge innovative approaches, NOT an end to the rulemaking process.
For example, a small portion of consumers may face unusually high installation costs when replacing
an 80% AFUE furnace with a condensing product. Efficiency and consumer advocates are working
with industry stakeholders to explore approaches that would allow some non-condensing furnaces to
be sold in special circumstances. Such an approach would result in a new standard that would benefit
millions of households and provide an attractive option for the small number of households with
particularly difficult installation problems

Lastly, we know from retrospective studies that DOE has overestimated the impact of
efficiency standards on product prices. If installed prices for high-efficiency furnaces end up lower
than DOE projections, the net savings for consumers will be higher. In addition, innovative venting
technologies which are bringing down the cost of venting condensing furnaces, will add to consumer
savings.

In closing, we ask that you allow the DOE process to proceed alongside the collaborative
approaches which are taking place among industry and consumer and efficiency advocates. We believe
this approach will yield the best results for consumers, including those with the most at stake -~ low-
income consumers.

Thank you for your consideration of our views.

Charles Harak Mark Cooper
Senior Attorney for Energy Issues Director of Research
National Consumer Law Center Consumer Federation of America

On behalf of its low income clients
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NiSource Inc. Statement for the Record

Senate Energy and Natural Resources Committee Hearing on Energy
Efficiency Legislation

In support of S. 1029, a bill to prohibit DOE from prescribing a final
rule amending the efficiency standards for residential non-
weatherized gas furnaces or mobile home furnaces until an analysis
has been completed

April 30, 2015

Issue Summary:

The US Department of Energy is currently proposing a new rule that would eliminate all residential non-
condensing furnaces from the market by requiring manufacturers to produce only 92 percent (AFUE} or
higher efficiency condensing furnaces. The goal of the rulemaking, according to the DOE, is to increase
energy efficiency and lower emissions.

NiSource Position:

e The higher cost of the furnaces will impact all consumers, who now won’t have a choice.

o On average, condensing furnaces cost about $350 more than non-condensing furnaces, along with an
additional $1,500 and $2,200 in installation costs.

o DOE states that under its proposed rule, customers could bear between $6 and $12 billion in new
costs associated with higher efficiency furnaces.

s Costs significantly increase for those living in homes that were not designed with condensing
furnaces in mind and would require significant remodeling — for example older homes and multi-
family homes with a central flue. This fact was confirmed though conversations with many of
NiSource’s trade partners who install these furnaces on a daily basis.

® According to the Department of Housing and Urban Development American Housing Survey, 41
percent of owner-occupied homes were built prior 1969, and the median age of an owner-occupied
home is 35 years old {2011 data) — the oldest homes are located in the Northeast.

o SOURCE: http://eveonhousing.org/2014/02 /the-age-of-the-housing-stock-by-state/
o NOTE: Data available by service territory if helpful

e And, 60 percent of households live in multi-unit structures according to the National Multifamily
Housing Council (2014 data).
o SOURCE: http://www.nmhec.org/Content.aspx2id=4708%20
s About 9 million low-income homeowners use a natural gas furnace. When it is necessary to replace
existing heating equipment, these consumers would be faced with higher upfront costs imposed
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under DOE’s rule. Because these low-income households have fewer resources to pay for the
installation of a higher-efficiency gas furnace, they are more likely to switch to less-expensive
electric equipment that costs more to operate. This, in turn, means low-income households are
more likely than other homes to see higher utility bills under DOE's rule.

NiSource believes that the financial burden to comply with the rule could cause some homeowners,
particularly those on fixed incomes - like seniors — and those near or below the poverty level to
make unsafe choices to keep themselves and their families warm.

o Unsafe choices could include the use of supplemental heating sources not designed for
inside the home, including kerosene heaters, an open oven, gas space heaters or modifying
or incorrectly installing a furnace.

*  According to the U.S. Fire Administration, supplemental room heaters accounted for
over 45,000 fires in 2012 ~ leading to 195 deaths and 775 injuries nationwide.

o These unsafe decisions could significantly increase carbon monoxide in the home.

*  According to the Centers for Disease Control, each year, more than 400 Americans
die, more than 4,000 are hospitalized and more than 20,000 visit the emergency
room from unintentional carbon monoxide poisoning not linked to fires.

NiSource believes that the modest energy efficiency gains projected do not outweigh the potential
significant costs that some residential customers would endure to ensure compliance with the rule -
these costs could reach into the thousands of dollars.

In addition, our utility-sponsored energy efficiency programs are already making progress in
reducing energy use and lowering bills for customers:

Company Customers in Customers MCF Saved $ Saved

State Served with

EE

Columbia Gas of ~500,000 1,754 10,050 $65,000
Kentucky
Columbia Gas of ~33,000 11 276 $93
Maryland
Columbia Gas of ~300,000 16,854 491,358 $3,404,000
Massachusetts
Columbia Gas of ~1,400,000 471,648 616,629 $3,513,000
Ohio
Columbia Gas of ~400,000 944 18,974 $84,000
Pennsylvania
Columbia Gas of ~250,000 7,608 42,174 $298,000
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Virginia

NIPSCO Gas ~800,000 N/A 293,614 $2,137,000

NIPSCO Electric ~500,000 - 55,016 MWh | $6,651,434

0000

Our Request

NiSource supports S, 1029, The rule should be rewritten with the help of industry and consumer
advocates to ensure that the standard does not place an economic burden on our most vuinerable
populations and safeguards against our customers using unsafe methods to heat their homes.
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Shaping Tomorrow’s
Built Environment Today

Submitted Testimony of
Thomas H. Phoenix, P.E,, FASHRAE

Society President of ASHRAE

To the
.5, House
Committee on Energy and Commerce, Subcommittee on Energy and Power
April 30, 2015

Hearing on Strategic Petrolenm Reserve Discussion Draft and Title IV Energy
Efficiency
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Chairman Whitfield, Ranking Member Rush, and members of the Subcommittee, thank you for the
opportunity to submit testimony for what will be one of the most important hearings on energy
legislation in recent memory.

My name is Tom Phoenix, and this year | am President of ASHRAE. Founded in 1894, ASHRAE is a global
organization of over 53,000 members. The Society and its members focus on building systems, energy
efficiency, indoor air quality and sustainability within the industry. Through research, standards writing,
publishing and continuing education, ASHRAE shapes tomorrow's built environment today*.

ASHRAE’s Mission is to advance the arts and science of heating, ventilating, air conditioning and
refrigerating to serve humanity and promote a sustainable world. In pursuit of this, ASHRAE has been
engaged with many of the issues that are the focus of this hearing. While the Society is supportive of
many of the ideas contained in Title IV of Chairman Upton’s Discussion Draft, we also have some
concerns and suggestions for improvement. Our thoughts on these matters are presented below, and
we welcome continued dialogue on these matters, as we seek to build consensus on the best ways to
solve our evolving energy, water, and indoor air quality challenges.

Support for Building Energy Codes

Many bills in Congress touch on building energy codes in one form or another, and it is easy to
understand why. The nation’s model residential and commercial building energy codes are developed by
the International Code Council (ICC) and ASHRAE?. These codes have the potential for substantial
energy, economic, and environmental benefits. For instance, a study by the Pacific Northwest National
Laboratory {PNNL) of the U.S. Department of Energy’s (DOE) Building Energy Codes Program (BECP)
found the cumulative greenhouse gas emissions reductions from the Programs’ activities have been
significant, totaling nearly 3.9 billion metric tons, or approximately three-fourths of all energy-related
emissions in the U.S, in 20123, The study also concluded that since the Program’s inception 20 years ago,

“cumulative FFC [full-fuel-cycie] energy savings from 1992 ~ 2012 are estimated to
be approximately 4.2 quads and cost savings to consumers have been more than
S44 billion. These savings have resulted primarily from the Program’s activities
which upgrade the model energy codes, accelerate their adoption by states and
localities, and improve code compliance”.

While these figures are impressive, realizing the full extent of these benefits requires the many
disparate elements of the building industry to work together in harmony to facilitate the development,
adoption, and compliance with the building energy codes. Certain elements of the Discussion Draft
would bolster these efforts and facilitate greater understanding. For instance, ASHRAE supports the

* For additional information on ASHRAE, please visit www.ashrae org.

2 For additional information on the development of Standard 90.1, see the portion of this document entitled
“Appendix: An In-depth Look at ASHRAE Standard $0.1".

3 pacific Northwest National Laboratory. 2014. “Building Energy Codes Program: National Benefits Assessment,
1992-2040". Richland, Washington: Pacific Northwest National Laboratory.
http://www.energycodes.gov/sites/default/files/documents/BenefitsReport _Final March20142.pdf

4 Ibid.
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Government Accountability Office study on the energy and cost savings impacts of updating the model
building energy codes that would be required under Chapter 3 - Building Energy Codes of the Discussion
Draft,

There are several provisions in the Discussion Draft that ASHRAE is strongly opposed to. Drawn
primarily from the Energy Savings and Building Efficiency Act of 2015 (H.R.1273, and commonly known
as Blackburn-Schrader), ASHRAE is strongly opposed to any efforts to limit, in any way, DOE’s
participation in the development, adoption, and compliance of building energy codes. The provisions
in the Discussion Draft that would limit the type of technical assistance DOE is allowed to provide to
the model code development bodies, states, Indian tribes, and local governments threaten to reduce
understanding of the potential full impacts of the consensus-based model building energy codes.
More information is needed, not less. Similarly, ASHRAE believes that efforts to improve code
compliance should be increased.

Elevating state building energy code compliance is an area likely rich with potential. While data on code
compliance rates is often limited or incomplete, a comprehensive study® conducted by the Institute for
Market Transformation found that compliance rates of many states is between 25 and 80%, with some
as low as 3%. Among the report’s most interesting findings is that increasing compliance rates have
significant returns on investment, with every $1 used to improve compliance yielding $6 in energy
savings.

The provisions in the Discussion Draft would help increase state and local building energy code
compliance through required certifications, training for state and local building code officials, and
annual reporting requirements.

ASHRAE also supports the provisions of the Discussion Draft that would require DOE to provide
assistance, as requested, in developing definitions of energy use intensity {(EUI}.

ASHRAE firmly believes that you can’t manage what you don’t measure. Because common, widely
accepted and validated definitions and metrics of building EUI do not currently exist, building owners,
operators, and policymakers can't effectively communicate goals, evaluate potential investments, and
measure success since they effectively are not speaking the same language. The Discussion Draft helps
solve this problem.

Stretch Codes and Standards

ASHRAE strongly supports the provisions of the Discussion Draft that would require DOE to provide
technical and financial support for the development of stretch codes and advanced standards for
commercial and residential buildings. ASHRAE is active in this area, and is currently making it easier for
the building industry and policymakers to implement and adopt green building codes and voluntary

5 Stellberg, 5. 2013. Assessment of Energy Efficiency Achievable from Improved Compliance with U.S. Building
Energy Codes: 2013 - 2030. Washington, D.C.: Institute for Market Transformation.
http://www.imt.org/uploads/resources/files/IMT_Report_Code Compliance Savings Potential FINAL 2013-5-
2.pdf
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building rating programs by creating a first-of-its-kind comprehensive framewaork involving
ANSI/ASHRAE/USGBC/IES 189.1 Standard for the Design of High-Performance Green Buildings Except
Low-Rise Residential Buildings, the International Green Construction Code, and the Leadership in Energy
& Environmental Design {LEED) program.

ASHRAE has also joined with ICC and the National Association of Home Builders to develop the 2015
edition of ICC 700 National Green Building Standard {(NGBS). NGBS is an ANSI-approved standard,
meaning that it adheres to rigorous consensus process requirements, NGBS addresses several green
practices, including:

s Lot design, preparation and development

* Resource, energy, and water efficiency

e Indoor environmental quality

e Operation, maintenance, and building owner education

There are four achievable levels to NGBS: Bronze, Silver, Gold, and Emerald. Additional information on
the NGBS can be found at www.homeinnovation.com/green.

Net Zero Energy Buildings

in a related area, ASHRAE supports the provisions of the Discussion Draft related to net zero energy
buildings. As articulated in ASHRAE’s Vision 2020 report®, we support a goal for the building community
to produce market-viable net zero energy buildings by 2030. The Discussion Draft can help the
community come closer to reaching this goal through the bill's requirement for DOE to conduct a study
on the feasibility, economics, and impacts of code improvements that would require that buildings be
designed, sited, and constructed in a manner that enables buildings to become zero-net-energy after
initial construction as advances are achieved in energy efficiency technoiogies.

Workforce Training and Certification

ASHRAE believes the Discussion Draft can be improved by incorporating the elements of Subtitle B -
Worker Training and Capacity Building of $.720. The full benefits of energy efficiency cannot be realized
if those that work in the building industry do not possess the skills research and experience have proven
are needed. The proposed building training and assessment centers will help close this gap, however
more needs to be done. ASHRAE recommends expanding upon Subtitle B of 5.720 to include a stronger
emphasis on certification programs that benchmark with the ANSI/ISO accreditation standards for
personnel certification programs for building professionals in energy efficiency legislation. This will
help ensure quality in workforce training and certification.

& ASHRAE, Vision 2020: Providing Tools by 2020 that Enable the Building Community to Produce Market-Viable
NZEBs by 2030. January 2008,
http://www.ashrae.org/File%20Library/docLib/Public/20080226 ashraevision2020.pdf



158

Research has shown that building professionals who participate in training and obtain certifications yield
buildings that are designed and perform at higher levels. Certification programs also provide significant
benefits to building owners, including’:

» Increased confidence in critical job knowledge, skills and abilities

« Compliance with applicable local, state and federal requirements

« Confidence in corporate commitment to the professional development of its employees and to
providing the best possible resources for projects

* Disciplinary process to follow in case of complaints

ASHRAE is active in meeting the needs of the building industry for a highly-educated workforce, and has
developed and maintains six professional certifications in the following areas®:

+ Building Energy Assessment

* Building Energy Modeling

e Commissioning Process Management

e Healthcare Facility Design

o High-Performance Building Design

*  Operations and Performance Management

Currently, ASHRAE has certified more than 2,000 professionals who have demonstrated their knowledge
and expertise in the heating, ventilating, air conditioning and refrigeration industry. These certifications
are recognized by the federal government and several states and cities who use ASHRAE Certifications
for energy audits, energy modeling, commissioning, and other services. These states and cities include®:

o California s Boston, MA

* Connecticut e Chicago, iL

s Florida e Fort Collins, CO

* Maryland ® Los Angeles County
e Michigan *  Lowell, MA

» New York s Miami/South Florida
e Texas s New York City

* Virginia » Sacramento, CA

e Austin, TX * San Francisco, CA

7 ASHRAE. “The Value of Certification”. https://www.ashrae.org/education--certification/certification/value-of-
8 Additional information on ASHRAE’s professional certifications can be found at
https://www.ashrae.org/education--certification/certification

° Additional information on government recognition of ASHRAE's certifications is available at

https://www.ashrae.org/education--certification/certification/government-recognition
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School Buildings

ASHRAE supports Chapter 5 - School Buildings of the Discussion Draft. This legislation would help meet
the widespread need throughout the nation for extensive repair of school buildings that affects some 14
million students®®, Many of these repairs involve the heating, ventilating, and air conditioning systems —
the same systems responsible for both large amounts of energy consumption and the maintenance of
healthy and comfortable indoor environments. By upgrading these systems, energy efficiency is
increased, learning environments are improved, and scarce funds are conserved.

ASHRAE believes Chapter 5 can be improved by including language that more explicitly links energy
efficiency with indoor air/environmental quality (IEQ), such as that contained in 5.523.

Energy Efficiency and Indoor Environmental Quality

Research has confirmed that poor indoor airfenvironmental quality {IEQ) can result in serious health
consequences, such as heart disease and lung cancer. As noted in the section above, the systems
responsible for good or poor IEQ are the same systems that consume large amounts of energy in
buildings. In recognition of this link, ASHRAE opposes any efforts to increase energy efficiency at the
expense of 1EQ, and instead encourages Congress to support legislation that takes a more
comprehensive approach to improving building performance.

Data Center Energy Efficiency

Among the hottest trending topics in the building community is how to improve data center energy
efficiency. ASHRAE is currently focused on this subject, and supports the provisions of the Discussion
Draft concerning federal data center energy efficiency. We believe this section can be improved by
adding specific provisions that would promote the future use of consensus-based standards on data
center energy efficiency. ASHRAE is currently working with public and private stakeholders to develop
Standard 90.4 Energy Standard for Data Centers and Telecommunications Buildings; adding a
provision on standards for energy efficient data centers would assist federal agencies who voluntarily
choose to use Standard 90.4, or other standards when they become available.

Valuing Energy Efficiency in Mortgage Underwriting

Residential energy efficiency improvements have long-term benefits, but the initial upfront costs can be
a deterrent to homeowners. At the same time, average yearly energy costs for homeowners can exceed
the amount paid in real estate taxes or homeowners insurance, yet monthly energy bilis are often
ignored when determining a homeowner’s ability to afford monthly mortgage payments,

This situation can be changed by including energy efficiency improvements in mortgage underwriting.
Doing so will provide a more complete picture of the full costs of homeownership, while clarifying the
value of investing in energy efficiency.

1 y.S. General Accounting Office. “Condition of America’s Schools”. February 1995,

http://www.gao gov/products/HEHS-95-61.
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ASHRAE strongly supports adding a section to the Discussion Draft that would allow federal mortgage
loan agencies to include energy cost-savings when determining a borrower’s ability to afford monthly
mortgage payments. ASHRAE supports the sections from S.720 on this issue.

Next Steps for Energy Efficiency Legislation That Helps Solve Pressing
Challenges

As the Sub- and full Committees moves forward in their consideration of energy efficiency legislation,
allow me to offer ASHRAE up as a resource. Throughout its 121 year history, ASHRAE and its members
have answered the call to develop solutions for the world’s energy and indoor air quality problems. In-
so-doing, we have amassed deep and broad technical expertise in the built environment. ASHRAE has
been involved with the development and promotion of many of the issues being discussed by the
Subcommittee today, and | encourage the Subcommittee to continue seeking our input as the
Discussion Draft moves forward, with the goal of enacting historic legislation that truly helps meet the
pressing energy and environmental needs of our day.

Sincerely,

Thomas H. Phoenix
ASHRAE Society President
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Appendix: An In-depth Look at ASHRAE Standard 90.1

ANSI/ASHRAE/IES 90.1 Energy Standard for Buildings Except Low-Rise Residential Buildings has been the
basis for federal, state, and local commercial building energy codes since the 1970s, and is required in
numerous faws and Executive Orders, including the Energy Independence and Security Act, Energy
Conservation and Production Act, Energy Policy Act of 2005, National Technology Transfer and
Advancement Act of 1995, and OMB Circular A-119.

Standard 90.1 is an American National Standards Institute {(ANSI) approved standard, which means that
its development adheres to rigorous principles of consensus, openness, balance, transparency, and due
process. In fact, ASHRAE is one of the very few ANSI Audited Designators which means we have
established and maintain a consistent record of successful voluntary standards development.

The Standard is developed by a committee made up of technical experts representing diverse aspects of
the building community, including product manufacturers, energy efficiency advocates, academics,
government, building owners, utilities, and consulting {or design) engineers and architects. After the
committee reaches consensus on a draft of the standard it is open for a period of public comment.
There are no restrictions on who may offer comments, and no one commenter is given greater standing
than another. Once comments are received, the committee must attempt to resolve all comments
before presenting the standard to the ASHRAE Board of Directors for publication. Both within the
ASHRAE and ANSI structures there are opportunities for appeal for anyone who feels that their
comments regarding the standard are not adequately addressed.

During the development of the Standard, the 90.1 committee evaluates the cost-effectiveness of
individual addenda, as applicable, using a type of life-cycle cost {LCC) analysis called the Scalar Ratio
Method. This method is based on ASTM Standard E917—Standard Practice for Measuring Life-Cycle
Costs of Buildings and Building Systems. The Scalar Ratio Method simplifies the LCC model in ASTM
Standard E917 into a single variable called the Scalar Ratio, which is simply a ratio of economic present
worth factors. The Ratio is mathematically equivalent to a LCC analysis using the following parameters:

Parameter Rate (percent)
Economic Life Up to 40 vears
Loan Interest Rate £.25%
Heating Fuel Escalation Rate 3.76%
Cooling Fuel Escalation Rate 3.76%
Federal Tax Rate 34%
State Tax Rate 6.5%
Nominal Discount Rate T

Reatl Discount Rate 6.053%

For additional, in-depth information on Standard 90.1, please visit http://sspc901.ashraepes.org/.
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A ACEEE:

E
Using less. Doing more. Amercan Counct for an Energy-Efficient Economy
April 27, 2015
The Honorable Robert Latta The Honorable Peter Welch
2448 Rayburn House Office Building 2303 Rayburn House Office Building
U.S. House of Representative U.S. House of Representative
Washington, DC 20515 Washington, DC 20515

Dear Representative Latta and Representative Welch:

The Alliance to Save Energy and the American Council for an Energy Efficient Economy write to express
our support for H.R. 504, the ENERGY STAR Program Integrity Act of 2014.

Since its inception in 1992, the ENERGY STAR program has helped American consumers and businesses
invest in energy efficiency and drastically cut energy costs. The program has also helped manufacturers
push the research envelope, leading to job creation and the development of transformative
technologies. However, despite the decades of proven success, due to a gap in federal law, the
manufacturers that voluntarily choose to participate in this program have become targets for
unnecessary and costly class action litigation, potentially deterring them from continuing to participate
in this important program. H.R. 504 will address that gap in the law.

For an appliance to qualify as an “ENERGY STAR” product it must meet-strict guidelines set by the
Environmental Protection Agency {(EPA), and it must be tested and approved by EPA-recognized
laboratories and certification bodies. Even after the products have been approved, the EPA and the
Department of Energy (DOE) oversee off-the-shelf testing to ensure these products continue to perform
according to ENERGY STAR standards. Occasionally, products are found to be out of compliance and are
disqualified. Once a product is disqualified, its manufacturer must initiate detailed product control
measures and, if deemed appropriate by the EPA, provide financial reimbursement to consumers. To
ensure transparency for the consumer, the EPA also maintains an up-to-date list of products that have
been disqualified publically available on its website.

However, despite these effective enforcement procedures, the law currently allows suits to be brought
against manufacturers, regardiess of whether the EPA has determined that consumers have been
harmed and in addition to any remediation measures, including consumer compensation, already
ordered. if continued unchecked, these litigation costs could deter appliance manufacturers from
participating in ENERGY STAR, harming American consumers in the process.

The bipartisan Latta-Welch legislation would remove this threat of “double jeopardy” and promote the
continued, voluntary participation by manufacturers in the ENERGY STAR program.
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At a critical time in our economic recovery, manufacturers need sensible policies that incentivize
research and development in energy efficiency technologies that save consumers money and create
jobs. Thank you for your efforts to protect the important ENERGY STAR program by introducing H.R. 504.

Kind regards,
The Alliance to Save Energy

The American Council for an Energy Efficient Economy

cc: Members of the Energy and Commerce Committee
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CHAMBER of COMMERCE
OF THE

UNITED STATES OF AMERICA

R. BRUCE JOSTEN 1615 H STREET, N.W.
EXECUTIVE VICE PRESIDENT WASHINGTON, D.C. 20062-2000
GOVERNMENT AFFAIRS 202/463-5310
April 28, 2015
The Honorable Bob Latta The Honorable Peter Welch
U.S. House of Representatives U.S. House of Representatives
Washington, DC 20515 Washington, DC 20515

Dear Representatives Latta and Welch:

The U.S. Chamber of Commerce, the world’s largest business federation representing the
interests of more than three million businesses of all sizes, sectors, and regions, as well as state
and local chambers and industry associations, and dedicated to promoting, protecting, and
defending America’s free enterprise system, commends you on the introduction of H.R. 504, the
“Energy Star Program Integrity Act.” This bipartisan legislation would promote the continued
success of the ENERGY STAR program, a voluntary program that has promoted energy
efficiency, job growth, and economic expansion.

H.R. 504 addresses a simple but important issue regarding the ENERGY STAR program
and would amend the Energy Policy and Conservation Act to prohibit private litigation against
manufacturers should a product fall out of compliance with the program. The U.S.
Environmental Protection Agency’s enforcement mechanisms of public delisting and subsequent
work with manufacturers to regain qualification have proven to be effective. Private litigation
based on the ENERGY STAR listing would have a strongly chilling effect on manufacturer
participation in the voluntary program.

The Chamber thanks you for introducing the Energy Star Program Integrity Act and
looks forward to working with you on this important piece of legisiation.

Sincerely,

R. Bruce Josten

cc: Members of the House Committee on Energy and Commerce
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HE (’fi 1455 Pennsylvania Ave NW, Suite 400 « Washington, DC 20004
{202} 621-1815 * www.leadingbuildersofamerica.org

April 30, 2015

STATEMENT OF KENNETH GEAR, CEO
LEADING BUILDERS OF AMERICA
BEFORE
THE HOUSE OF REPRESENTATIVES
ENERGY AND COMMERCE COMMITTEE
SUB-COMMITTEE ON ENERGY AND POWER

“ENERGY EFFICIENCY LEGISLATION AND THE SAVE ACT”
April 30, 2015

Thank you for the opportunity to express the views of Leading Builders of America {LBA) regarding

energy efficiency and the Sensible Accounting to Value Energy {(“SAVE Act”).

LBA commends Chairman Whitfield and Ranking Member Rush for exploring ways to improve energy
efficiency in this country and removing barriers to achieving further improvements in energy efficient
building. LBA member companies are convinced that the SAVE Act is the most impactful efficiency
provision under consideration by Congress. It will remove barriers to building more efficient homes and

bring new and innovative products to market all while saving homeowners money on their utility bills.

Leading Builders of America is a trade association representing 21 of the largest homebuilders in the
nation. in 2013, our members buiit more than 132,000 homes in thirty-four states accounting for nearly

one-third of the new homes sold in the U.S.

LBA member companies are building green homes every day throughout the country and are active
participants in voluntary energy efficiency programs like Energy Star, Builders Challenge, Environments
for Living and other green building programs and are committed to building an energy-efficient future,
Our members are on the front lines of this effort and recognize the important role that housing can play
in reducing energy consumption in the United States. However, there are barriers to building the highly

efficient homes that homebuyers want and deserve.



166

A. SAVE ACT IS CRITICAL (§433 of 5.720).
A prospective homebuyer considering an energy efficient home should be in a win-win situation. An
energy efficient home is good for the environment, cheaper to own, and more comfortable to live in.
However, while today's homebuyer values the energy efficient features available in new homes, the
mortgage underwriting and appraisal process administered by the federal government does not allow
homeowners to properly value or finance those features. LBA believes that providing tools to help
homebuyers finance energy efficiency features, and ensuring that those features are properly valued in
appraisals, must be at the heart of any legisiation aimed at reducing energy consumption in homes, The
good news is that these improvements can be made quickly and without a taxpayer subsidy or hidden
tax on consumers. The only action required is to update existing mortgage underwriting rules. See, The

SAVE Act {§433 of 5.720).

Enacting the SAVE Act will:
1) Increase the energy efficiency of new and retrofit homes
2} Significantly reduce homeowners’ monthly utility bills
3} Spark innovation and job creation by US manufacturers of energy efficient products
4} increase the accuracy and transparency of mortgage underwriting
5) Create a voluntary program without a new government bureaucracy

6) Boost the homebuilding and manufacturing industries

1. Market Based Energy Efficiency: Currently over 90% of the mortgages originated in the U.S. are
through Federal Government entities such as FHA, VA, Fannie Mae and freddie Mac. Their underwriting
standards and processes have not kept pace with significant shifts in consumer costs and building
technology. The private sector is delivering more energy efficient homes and cost effective technology,
but changes to federal mortgage processes are needed 10 make it more widely available to working and
middle income Americans. The SAVE Act will provide the policy guidance needed to overcome

bureaucratic inertia.

2. Consumer Benefits: The SAVE Act will save money for borrowers by creating a more transparent
and predictable mortgage market, with fower default rates, which means lower costs for everyone. Just
as importantly, buyers are incentivized to purchase energy efficient homes because the savings are

recognized in their borrowing ability, even as they reduce their monthly energy bills.
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3. Promotes Manufacturing: Most products that go into new homes are made right here in the
US, but product manufacturers who are continually developing new technologies, are finding that
builders cannot use these new products because the incremental cost in most cases cannot be financed
as part of a buyer’s mortgage. Passing the SAVE Act will unlock manufacturing demand for these

innovative new products and significantly reduce homeowner’s utility bills. A classic win-win.

4. Transparency: The SAVE Act increases transparency and accuracy in residential mortgage
underwriting, By recognizing energy costs, which are generally more than taxes or insurance, the risk in

a mortgage loan will be clearer and the risk of default, therefore, is reduced.

5. Voluntary: The SAVE Act will reduce energy consumption with market mechanisms, not more
government regulation or ill-conceived subsidies. By recognizing the reality — and the benefits — of
lower energy costs, buyers have an incentive to buy, and builders have an incentive to build, energy
efficient homes. Over one-quarter of US energy consumption is generated at the household level and
the savings will be significant.  This can be accomplished with no government subsidies, no new
bureaucracies and no hidden taxes on consumers. The program can operate within existing government

programs without any significant administrative costs.

6. Boosts our Economy: The SAVE Act will boost jobs and the economy. As any American motorist
can attest, lower energy costs transiate into more disposable income to spend or invest. That helps
everyone. At the same time, the residential housing and manufacturing industries, major job providers,
will get a shot in the arm with more credit-worthy buyers participating in a rapidly growing segment of

the market.

B. Energy Star Program - HR 504
The LBA also supports passage of The Energy Star Program integrity Act (HR 504 and Section 4121 of the
Discussion Draft). LBA member companies are innovators in energy efficient residential construction and
have been active participants in the federal government’s ENERGY STAR program. The LBA supports
legislation like The Energy Star Program Integrity Act that stimulate economic growth, spur innovation,
protect the environment, and promote energy efficiency. ENERGY STAR is a popular federal program
that encourages companies in a wide variety of industries to voluntarily invest in the development of

energy efficient technology, reducing energy consumption and growing the economy. Wide
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participation in the program, however, could be threatened by a recent trend of lawsuits against

ENERGY STAR Partners after a product is disqualified.

Reduced participation in the ENERGY STAR program would be a step backward for the promotion of
energy efficient technologies. The Energy Star Program Integrity Act would maintain the administrative
and enforcement roles of the Department of Energy and Environmental Protection Agency, deter
unnecessary lawsuits, and ensure continued participation in the ENERGY STAR program from producers

and consumers alike,

HitR
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1700 N. Moaore Street, Suite 2250, Arlington, VA 22209

Phone: (703) 841-2300 Fax: {703) 841-1184

RETAR INDUSTRY LEADERS ASSOCIATION Email: info@rila.org Web: www,fila.orR
Educate.Collaborate. Advocate.

April 28, 2015

The Honorable Bob Latta (OH-05) The Honorable Peter Welch (VT-AL)

U.S. House of Representatives U.S. House of Representatives

2448 Rayburn House Office Building 2303 Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Dear Representatives Latta and Welch:

On behalf of the Retail Industry Leaders Association (RILA), I write in support of the Energy Star Program
Integrity Act (H.R. 504). RILA is the trade association of the world’s largest, most innovative and recognizable
retail companies and brands. Our membership includes more than 200 retailers, product manufacturers, and
service suppliers, which together account for more than $1.5 trillion in annual sales, millions of American jobs
and more than 100,000 stores, manufacturing facilities and distribution centers domestically and abroad.

For more than 20 years, ENERGY STAR has been a highly successful voluntary program designed to promote
the development of energy efficient products. The ENERGY STAR program is popular with retailers and our
customers who are interested in accessing a wide variety of affordable and efficient appliances and electronics.
As a voluntary program, ENERGY STAR promotes economic growth and energy security while helping reduce
pollution.

H.R. 504 addresses a gap in the law that enables follow-on private lawsuits against retailers and manufacturers
in the event that a product is disqualified from the program. These lawsuits are a costly and unnecessary
addition to the Environmental Protection Agency’s (EPA) existing ENERGY STAR enforcement apparatus,
and threaten to undermine the ENERGY STAR program by making voluntary participation by manufacturers,
retailers, and consumers too expensive. H.R. 504 protects consumers, codifies the existing EPA enforcement
process, and promotes continued broad participation in the ENERGY STAR program.

H.R. 504 ensures that retailers and our customers can continue to enjoy a variety of energy efficient products.
Without this bill, reduced participation in the ENERGY STAR program would mean fewer energy efficient
product offerings from manufacturers, and may make the remaining ENERGY STAR products more expensive.
Consumers also benefit from the ongoing energy savings and environmental protection that comes with a robust
ENERGY STAR program. While reduced rates of participation in the ENERGY STAR program would slow the
rate of innovation, high rates of participation in the ENERGY STAR program give the federal government
increased flexibility to raise ENERGY STAR standards even further, encouraging manufacturers to voluntarily
invest in energy efficient technologies.

Again, thank you for your leadership on this matter.

Sincerely,

Jennifer M. Safavian
Executive Vice President, Government Affairs
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The Energy Star Program Integrity Act (MR 504/ S 1038)
Rep. Bob Latta -- Sen. James Risch -- Rep. Peter Welch
Prevent Consumer Harm and Strengthen the ENERGY STAR Program

Supported by: American Council for an Energy Efficiency Economy; Association of Home
Appliance Manufacturers; Alliance to Save Energy; Air-Conditioning, Heating and Refrigeration
Institute; National Electrical Manufacturers Association, U.S. Chamber of Commerce, National
Association of Manufacturers.

Continued Success

The ENERGY STAR program has proven to be a successful tool in advancing the development
and use of energy-efficient products to reduce energy consumption and related greenhouse gas
emissions. The program has aiso promoted economic expansion and job growth for
participating manufacturers across the nation.

Strengthening A Proven Process

For a product to earn the ENERGY STAR logo, it must be third-party certified that it meets
energy saving guidelines. Manufacturers who choose to participate in this voluntary program
make the investments needed to increase the energy efficiency of their products. To ensure
these products maintain the required levels of efficiency, the Department of Energy (DOE) and
other approved parties perform “off-the-shelf” testing on a certain percentage of ENERGY STAR
products. In the event a tested product fails to meet the standard, that product is “disqualified”
and can no longer be marketed as ENERGY STAR compliant. EPA posts a list of disqualified
products on the ENERGY STAR website. In connection with a product’s disqualification, the
manufacturer and the Environmental Protection Agency (EPA) work to resolve the cause for
disqualification. Within this process, EPA determines whether any consumers have been
harmed and whether compensation is warranted.

Despite the continued success and increased oversight of the ENERGY STAR program, a
recent threat has emerged that could ultimately undermine the future of the program. A gap in
federal law allows private litigation, in addition to and on top of the EPA-administered
enforcement mechanism, against a manufacturer when a product falls out of compliance with
the program. These lawsuits and the cost and reputational burdens they impose could
undermine the ENERGY STAR program and force manufacturers to reassess their participation
in this voluntary energy-saving program.

The ENERGY STAR Program Integrity Act codifies the existing EPA oversight process,
cements important consumer protections, and helps deter costly and unnecessary class action
lawsuits.



171

Center for American Progress

The Buildings of Tomorrow
Are Here Today

By Greg Dotson and Erin Auel  April 3¢, 2015

Commercial and residential buildings in the United States account for 39 percent of the
nation’s carbon pollution through the ¢ ption of fossil-fuel-g: ted electricity,
natural gas, home heating oil, and propane.! Therefore, to achieve deep carbon-pollution
reductions, the nation’s buildings must become cleaner and more efficient, Fortunately,
the technology exists today to eliminate the use of these fossil fuels in U.S. homes and
workplaces. By adopting high energy efficiency and onsite renewable energy generation,
buildings across the United States are demonstrating that fossil-fuel-generated electric-
ity is no longer a necessity for every building. These buildings—called net-zero energy
buildings—can be found in residential neighborhoods, among downtown office build-

ings, at commercial shopping centers, and in academic institutions.

‘The federal government is poised to implement net-zero building practices in its new
buildings around the country. To make this a reality, the U.S, Department of Energy, or
DOE, must now finalize a rule that explains the requirements to federal agencies.

The need for the DOE to act

The federal government has a history of driving energy-efficiency improvements in

the United States. In 2007, Congress passed, and President George W, Bush signed,

the Energy Independence and Security Act of 2007, or EISA~—a law designed to lead
by example in the transition to less-polluting buildings. Specifically, Congress put the
federal government on track to progressively reduce the fossil-fuel-generated electricity
consumption of federal buildings with plans for new buildings to have net-zero energy

usage in 2030.

Section 433 of the EISA amended the Energy Conservation and Production Act

of 1976 and required the DOE “to establish revised performance standards for the
construction of new Federal buildings” and major renovations of federal buildings.®
In doing so, the federal government “expected to change the way federal structures are
built by forcing the U.S. government to shift from using coal, oil and natural gas in its

1 Center for American Progress | The Bulldings of Tomorrow Are Here Today
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buildings to using renewable energy™ The federal government is the largest consumer
of energy in the United States, with 350,000 buildings and 600,000 road vehicles in the
federal fleet.® In fiscal year 2007, federal buildings accounted for 36 percent of the U.S.
government’s energy use.®

"The crux of Section 433 is setting spacific targets for reducing fossil-fuel-generated
electricity consumption in increments, starting with a 55 percent reduction in 2010 and
an eventual 100 percent reduction by 2030.7 Thus, by 2030 and thereafter, all newly con-
structed and majorly renovated federal buildings would not be consuming fossil-fuel-
generated electricity, Instead, these buildings would be powered by nonpolluting energy
sources and would incorporate advanced energy-efficiency technologies to reduce
overall energy consumption,

However, implementation of this legislation has lagged. Although Congress required
the DOE to Issue a rule in 2008 explaining to federal agencies how to carry out this
visionary law, the DOE has yet to finalize a rule. It finally issued a draft rule in 2010. In
response, marny groups and agencies came forward with concerns about the feasibil-
ity of the proposed rule. These included uncertainty about the designation of “major
renovation;” as the definition varied between agencies, and the ability to use renewable
energy certificates rather than directly sourced renewable energy to meet the required
fossil-fuel reductions.®

In 2011, with the rule stalled by these concerns, Congress began to re-examine the
federal government’s ability to work toward net-zero buildings. Members from both
sides of the aisle spoke out in favor of amending Section 433, arguing that the DOE’s
targets were “unworkable” In May 2013, Sens. John Hoeven (R-ND) and Joe Manchin
(D-WV) offered an amendment to pending legislation in the Senate to repeal Section
433 and replace it with less-stringent reduction targets.® Among those who supported
the amendment’s new efficiency standards, many claimed that net-zero technology
was economically infeasible. Some advocates of energy efficiency tacitly supported
the approach, seeing it as a feasible path toward greater near-term efficiency improve-
ments—eéven if it came at the expense of greater efficiency and reduced fossil-fael
dependence in the Jong term."

In October 2014, however, the DOE released a supplemental proposed rule that
addresses concerns from the 2010 proposal and sets a clearer path toward achieving
‘net-zero fededal buildings. It clarifies to which types of buildings and renovations the
reduction targets apply, as well as what specific measures can be used to achieve net-zero
energy by 2030, It provides that federal buildings in different climates are not held to a
reduction based on the national average consumption; rather, new federal buildings and
renovations must reduce consumption compared with the average of those in the same
climaté region. "It also proposes special accommodations for efficient combined heat
and power systems that rely on natural gas.?

2 Center for American Progress | The Buildings of Tomorrow Are Here Today
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With these proposed changes, the DOE has demonstrated that it has heard the concerns
about the 2010 proposed rule and is committed to addressing them. The revised rule '
indicates that federal agencies will lead the charge on transitioning electricity consump-
tion from fossil fuels to renewable energy. Through it, the DOE is sending a signal to
agencies and innovators that the demand for energy efficiency and renewable technolo-
gies will continue to rise. President Barack Obama further emphasized this by issuing

an executive order in March 2018 that directs federal agencies to reduce greenhouse gas
emissions by 40 percent compared with 2008 levels over the next decade. While this

is a different directive—the executive order focuses on emissions, while the proposed
rule is concerned with fossil-fuel-generated energy consumption—both measures signal
that the federal government is becoming a more invested client in low-carbon buildings.
"This is a growth opportunity for businesses ta continue to innovate and develop the best
methods for efficiency and renewable power generation,

Having proposed changes that resolve the concerns that have been expressed about
Section 433, the DOE should now take swift action to finalize the rulemaking to ensure
that the federal government leads by example as it works toward net-zero buildings.

Ngt-zero buildings have taken off

From homes and businesses to schools and offices throughout the United States, net-
zero buildings havé prolifeated and have even become more cost effective. Examples of
their success and neighborhood appeal can be found across the country. Local busi-
nesses, homeowners, and governments are choosing net-zero buildings as a smart way

to save money in the long run.

Locally; schools and business are taking action. For example, Richardsville Elementary
School in Bowling Green, Kentucky, was built in 2010, becoming the first net-zero school
in the country. The efficiency measures are on display throughout the school and serve

as a teaching tool for students to learn about energy use and savings.** Similarly, Oberlin
College in Ohio built the Adam Joseph Lewis Center for Environmental Studies to be 63
percent more efficient than a comparably sized building by relying on the sun for lighting,
passive heating, and power generation.'* The building is equipped with real-time energy-
and water-use monitoring on its dedicated website so that students can menitor its
efficiency.” After a deadly tornado devastated Greensburg, Kansas, in 2007, the county
school district opted to unify all of its schools into a new, single net-zero building.*

Setting an example for businesses, Walgreens opened the first net-zero energy retail
space in the United States in Evanston, Hlinois, in November 2013. The pharmacy and
store meet all of their energy demands through ensite power generation from 850 roof-
top salar panels and two wind turbines.”®

3 Center for American Progress | The Buildings of Tomorrow Are Here Today
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Residential net-zero energy projects are also beginning te proliferate. For instance,
Premier Gardens in Sacramento, California, is a “Zero Energy” subdivision comprised of
95 single-family homes that utilize high-efficiency and renewable energy technology®
Kaupuni Village is 2 net-zero energy affordable housing community in Hawaii made

up of 19 single-family homes and a community center.” In Portland, Oregon, an infill
project of townhomes has recently been constructed to net-zero energy specifications.”
Additionally, hundreds of homes have been constracted that approach net-zero energy
performance, such as the 306-home Scripps Highlands subdivision® in San Diego,
California, and the 144-home Carsten Crossings development™ in Rocklin, California.

This success among individual net-zero buildings has spurred their expansion to entire
towns and other large outfits to achieve larger-scale net-zero status. Arvada, Colorado,
will soon be the site of the largest net-zero energy neighborhood in North America.®®
Its 308 homes will be extremely energy efficient-—using 80 percent less energy than the
average equivalent home. Additionally, longer-lasting energy-efficient materials with

. lifespans of 20 years to S0 years will allow these net-zero homes to yield the benefits of
energy efficiency for longer than ever. Due to the cost-saving and pollution-mitigating
benefits of net-zero buildings, several states are working to encourage more widespread
adoption. Colorado’s Energy Saving Mortgage Program reduces mortgages by $8,000
for new and renovated homes that are classified as net zero.*® In California, Gov. Jerry
Brown (D) has released goals to increase new and renovated state buildings’ efficiency.
He signed an executive order requiring that these buildings be net zero by 20257 The
California Energy Commission is working to update the California Building Energy
Efficiency Standards to ensure that all newly constructed homes in the state are net zero
by 2020 and that all new nonresidential buildings are net zero by 2030.%

Additionally, net-zero homes are within the price range of most potential homeowners.
In Seattle, homeowners were able to build a new, net-zero home for $125 per square
foot—about $75 less per square foot than the average new home in Seattle®

How the federal government can lead by example

-'The federal government can continue this trend of net-zero building and lead by exam-
ple locally, nationally, and globally. In 2010, the DOE itself built the largest net-zero
building in the United States—the National Renewable Energy Laboratory, or NREL,
Research Support Facility in Golden, Colorado. This advanced building has achieved
impressive energy efficiency, consuming 70 percent less energy than the average Denver
office. This low energy consumption is achieved through efficient lighting and heat-
ing and cooling technology and is offset onsite by the facility’s solar arrays. In addition
to being net zero, the Research Support Pacility is also platinum Leadership in Energy
and Environmental Design, or LEED, certified, the highest level of LEED certification. .
NREL undertook the project mostly to demonstrate the feasibility of net-zero buildings
with today’s readily available technologies, even on such a large scale.

4 Center for American Pragress | The Buildings of Tomorrow Are Here Today
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The U.S. Army has also paid attention to the financial and security benefits of high-effi-
ciency buildings and is working toward developing net-zero installations and facilities
to reduce costs and increase energy security. In 2013, the Army released a summary
report of its nine net-zero pilot programs to identify best practices. By its estimates,

by renovating these nine sites to attain net-zero energy, the energy savings would be
equivalent to “approximately 8% of the Army's current total installation energy use
with renewable energy™®'

Federal activities are yielding results. Between FY 2007 and FY 2013, the U.S. govern-
ment reduced the annual energy use of its buildings by 7 percent.®

Other countries have realized the environmental and economic benefits of energy
efficiency. The European Union implemented requirements in 2010 for all new public
buildings to be "nearly zero-energy buildings,” by December 31, 2018. This qualita-

- tive standard aims to achieve very high energy-efficiency levels, supplemented by onsite
renewable energy production, for all new buildings in the European Union by the end
0f2020.3* These goals will increase EU energy security and reduce energy costs for the

governments that operate these buildings.*®

Conclusion

Net-zero energy buildings are technically and financially viable today and are deliver-
ing benefits to their owners and users, Throughout the United States, private citizens
and businesses are already demonstrating this by building and retrofitting spaces of the
future that are highly efficient and renewable energy powered. Although the federal gov-
ernment is already equipped to continue its progress toward net-zero buildings, it is time
now to finalize its commitment to ensure that its buildings are also part of this future.
The DOE should finalize its rule in order to provide certainty and clarity and to allow
federal agencies to plan how they will achieve greater reductions in their fossil-fuel-
generated energy consumption. Furthermore, the rule will provide savings to both the
federal government and to the American people while ensuring that the United States
continues to reduce its carbon footprint.

Greg Dotson is the Vice President for Energy Policy at the Center for American Progress.
Erin Auel is a Special Assistant for the Energy Policy team at the Center, The authors thank
Ben Bovarnick, a Research Assistant at the Center, for his contributions to this issue brief
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April 29, 2015

The Honorable Lisa Murkowski The Honorable Maria Cantwell

Chairman Ranking Member

Energy and Natural Resources Committee Energy and Natural Resources Committee
709 Hart Senate Office Building 511 Hart Senate Office Building
Washington, DC 20510 Washington, D.C. 20510

Dear Chairman Murkowski and Ranking Member Cantwell:

As leading designers and supporters of energy efficient buildings across America and the world,
we urge you to oppose the repeal of Section 433 of the Energy Independence and Security Act of
2007 contained in the Portman-Shaheen energy efficiency legislation.

Section 433 is a cornerstone of the federal government’s sustainability strategy. It requires new
and majorly renovated federal buildings to hit fossil fuel reduction targets until zero consumption
in 2030. If a building cannot hit these targets, then an agency can request a waiver of these
targets.

Although some have claimed that Section 433’s energy consumption requirements are
unrealistic, the facts tell a different story. Today, design and construction companies across the
country are designing buildings that meet, and in some cases exceed, the current targets. In fact,
Section 433 goals have enabled design firms to develop new design strategies that are now being
used to help private-sector building owners reduce their energy loads.

Recognizing that these goals, while achievable, are complex, a diverse group of stakeholders
have worked closely with the U.S. Department of Energy (DOE) to ensure the development of
workable regulations to implement Section 433. We were pleased to see that DOE upbeld its
commitment to completing this rule when it released a supplemental rule in late 2014 that
addressed each of the stakeholders” concerns, while inviting additional comments.

Section 433 has helped the government reduce the energy consumption of federal facilities
across the country. This is a win not only for the environment, but for taxpayers as well, as
federal agencies see their energy costs go down. At a time when we are looking to reduce
government spending and promote clean energy, it makes no sense to retreat on policies that are
achieving positive results. Therefore, we urge you to oppose the repeal of Section 433.

Sincerely,
[au}workshop ags-ARCHITECTS
A. James Laspesa AIA Alicia Ravetto Architect
Accord Architects and Engineers Alliiance
ACE Design Group, LLC Anderson Hallas Architects, PC

Adrian Smith Anis Building Enclosure Consulting
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Statement of the Window & Door Manufacturers Association (WDMA)

U.S. House of Representatives Subcommittee on Energy and Power Legislative
Hearing on Energy Efficiency

April 30,2015

On behalf of the Window & Door Manufacturers Association (WDMA), we would like to thank you
and the members of the House Committee on Energy & Commerce for conducting today’s hearing to
explore tools to promote energy efficiency. WDMA is a national trade association representing the leading
producers of commercial and residential doors, windows, and skylights for domestic and export markets.
Our members sell to distributors, dealers, huilders, remodelers, homeowners, architects, contractors, and
other specifiers in residential, commercial, and institutional construction markets. WDMA welcomes the
Committee’s interest in energy efficiency and higher-performing residential and commercial buildings,
and is pleased to submit these comments.

Building Codes

WDMA supports the voluntary, consensus-based model code process. It is imperative that when
considering building code measures, the targets be based upon sound science, are reasonably achievable
and cost effective. It is also imperative that the consensus-based code development process be relied upon
for developing the requirements for meeting those targets without undue influence by the Department of
Energy (DOE).

WDMA believes Department of Energy (DOE) involvement in the established voluntary mode] codes and
standards development processes should be supportive in nature by providing economic and energy
savings research and analysis related to proposed revisions to them. The existing codes and standards
development bodies, ASHRAE and the ICC, are already producing increasingly move energy efficient
codes through & well-established, open and consensus-based approach with the full participation of
stakeholders including DOE. DOE’s role should not include actions that advocate, promote, or discourage
the adoption of a particular building energy code, code provision, or energy savings target.

WDMA believes legislation introduced in the House by Reps. Marsha Blackburn (R-TN) and Kurt
Schrader (D-OR), HLR. 1273, the Energy Savings and Building Efficiency Act of 2013, which is contained
in the discussion drafy, is an excellent approach to addressing these concerns.

SAVE Act

WDMA supports fiscally responsible housing programs that make home ownership available to more
Americans, The current test for loan affordability used by most covered agencies, commonly known as
the “debt-to-income” test, is inadequate because it does not take into account the expected energy cost
savings for the homeowner of an energy efficient home. Another loan limitation, commonty known as the
“Joan-to-value® test, is tied to the appraisal, which often does not adjust for efficiency features of houses.

The SAVE Act would help revitalize the hardest hit sectors of the economy by providing lower rate
mortgage financing for cost effective energy improvements; giving builders and homeowners the option to
recover the cost of efficiency investments, such as windows and doors; and enabling better federal
mortgage underwriting while lowering utility bills for American households. A study conducted in 2013
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of more than 70,000 mortgages found that mortgages on energy efficient homes were 32 percent less likely
to be in default.’

Tenant Star

WDMA applauds the passage of S, 535 in both Houses of Congress, which establishes the Tenant Star
Program to encourage cooperation between building owners and tenants with regard to energy efficiency
upgrades. Most leased buildings currently suffer from a split incentive problem where tenants pay energy
bills but are usually not occupants long enough to justify investing in energy-saving investments. WDMA
is pleased that President Obama signed this legislation and allowed Tenant Star to move forward.

Federal Green Buildings

WDMA is supportive of language regarding requirements for high-performance green federal buildings.

In particular, WDMA supports provisions that will allow multiple green building certification systems as
options for the construction of high-performance green federal buildings, and provisions that will allow
any rating system or certification system to be included in consideration for such. In addition, WDMA is
also supportive of provisions prohibiting an approved system from discriminating against the use of
domestic building products that have obtained certifications of responsible sourcing. WDMA believes the
noted provisions are essential to any federal program for the construction of green federal buildings.

Conclusion

It is estimated that there are almost 1 billion single-pane windows still in service in American homes.
Replacing those windows with ENERGYSTAR-qualified windows would save 1.12 quadrillion BTUs per
year — an average of 20 million BTUs per house. Moreover, replacing single-pane windows from those
homes would save an estimated $10 billion in energy costs in one year, $175 annually per homeowner.
Window, door and skylight replacement is cost-effective, achieves immediate energy savings and
contributes favorably to the value of the home.

Federal policies that incentivize window, door and skylight replacement to spur consumer purchases
reduce the energy consumption of buildings and lessen our reliance on foreign energy sources. As an
added benefit, the overwhelming majority of windows, doors and skylights sold in America are
manufactured in America — providing manufacturing, distribution, retail and contractor jobs in every
community across the country.

WDMA appreciates the Committee’s work to develop proposals that will restore jobs and promote energy
efficient retrofits and new construction.

Contact

Kevin McKenney

Director of Government Affairs

Window and Door Manufacturers Association
202.367.2480

kmckenney@wdma.com

! http://www.imt.org/uploads/resources/files/IMT_UNC_HomeEEMortgageRisksfinal.pdf

WDMA p.2
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FRED UPTON, MICHIGAN FRANK PALLONE, JR., NEW JERSEY
CHAIRMAN RANKING MEMBER

ONE HUNDRED FOURTEENTH CONGRESS

Congress of the United States
Tyouse of Vepresentatives

COMMITTEE ON ENERGY AND COMMERCE
2125 Ravsurn House Orrice Buome
Wastingron, DC 2051568115

L

May 15, 2015

Ms, Elizabeth Noil

Energy Efficiency Advocate
Natural Resources Defense Council
1152 15th Street, N.W., Suite 300
Washington, D.C. 20005

Dear Ms. Noll:

Thank you for appearing before the Subcommittee on Energy and Power on April 30, 2015, to
testify at the hearing entitled “Strategic Petroleum Reserve Discussion Draft and Title IV Energy
Efficiency.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions with a
transmittal letter by the close of business on Monday, June 1, 2015, Your responses should be mailed to
Will Batson, Legistative Clerk, Committee on Energy and Commerce, 2125 Rayburn House Office
Building, Washington, D.C. 20515 and e-mailed to Will. Batson@mail.house.gov.

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Sincerely,
p/ A
0/ Ed Whitfield
Chairman

Subcommittee on Energy and Power
cc: The Honorable Bobby .. Rush, Ranking Member, Subcommittee on Energy and Power

Attachment—Additional Questions for the Record
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Questions for the Record
Elizabeth Noli
Energy Efficiency Advocate
Natural resources Defense Councit

U.S. House of Representatives
Committee on Energy and Commerce
Subcommittee on Energy and Power Hearing on
“Strategic Petroleum Reserve Discussion Draft and Title IV Energy Efficiency”

April 30, 2015

Questions:

As the largest building owner, the efficiency of federal government buildings is crucial to
reducing carbon emissions in the United States. Section 433 of the Energy Independence
and Security Act requires new and substantially rebuilt federal buildings to meet strong
efficiency performance standards to reduce the use of energy generated from fossil fuels.
This provision was intended to reduce carbon pollution by promoting energy efficiency and
renewable energy in government buildings in 2 common-sense and reasonable manner.
And DOE is currently in the process of developing a rule to implement these important
standards.

1. Please briefly discuss DOE’s revised regulations:
a. Does the revised regulation address concerns previously raised by
stakeholders?
b. Has the Department worked with interested stakeholders to ensure the rule
is practical, reasonable, and effective?

In October 2014 the Department of Energy (DOE) issued a Supplemental Notice of
Proposed Rulemaking (SNOPR) responding to comments received on the Notice of
Proposed Rulemaking (NOPR) and providing additional clarification and consideration in
response to the concerns raised. The SNOPR provides the necessary clarification and
sought the additional guidance to finalize the rule to implement these standards.

Further Background:
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In October 2010, the Department of Energy (DOE) issued a Notice of Proposed
Rulemaking establishing regulations implementing the fossil fuel generated energy
provisions of the Energy Independence and Security Act of 2007 (EISA). During the
comment period and subsequently, stakeholders raised concerns regarding important
details in the proposed rule, as well as a lack of clarity on how certain issues might be
addressed. For example, stakeholders sought clarification regarding how the Department
would establish proper baselines for the Department to define a covered facility and
whether that definition might be overly inclusive, and the likely impact of that definition
on Energy Saving Performance Contracts. Further, there were questions related to
compliance through purchased contracts of renewable energy, onsite renewable
generation, and offsets applicable to onsite gas equipment.

In October 2014, DOE issued a Supplemental NOPR to address and seek additional
comment on the concerns regarding the 2010 proposal. The SNOPR made adjustments
from the 2010 proposal that both reflect stakeholder comments and set out a workable
path to achieve the provision’s goals. In particular, DOE responded to the comments
received on the NOPR and requested comment on additional approaches to the scope of
the requirements in the context of major renovations, the potential use of renewable
energy certificates for compliance, and a streamlined process for agencies to seek a
downward adjustment from the required reduction levels. It also proposes special
accommodations for efficient combined heat and power systems that rely on natural gas,
all of which help create a rule that is practical, reasonable, and effective.

Summary of Supplemental NPOR:

i. Regulatory Scheme: The SNOPR addresses requirements for new construction and
major renovations of Federal commercial and high-rise residential buildings, as well as
Federal low-rise residential buildings.

ii. Rulemaking Basis: The statute requires that covered Federal buildings be designed so
that the fossil fuel-generated energy consumption of the buildings is reduced, as
compared with such energy consumption by a similar building in FY 2003, by certain
percentages by target years.

iii. Covered Buildings: The original proposed rule would apply to certain new Federal
buildings, and major renovations to Federal buildings, as specified in section 433 of
EiSA 2007. By statute, the term “Federal building” means any building to be
constructed by, or for the use of, any Federal agency, including buildings built for the
purpose of being leased by a Federal agency, and privatized military housing. (42 US.C.
6832(6)). The SNOPR narrowed the scope to new Federal buildings and major
renovations to Federal buildings covered by EISA 2007.

1. Federal buildings covered by EISA 2007 include new Federal buildings, or major
renovations to Federal buildings, that are also: (1) public buildings, as defined in
40 U.5.C. 3301 for which a transmittal of a prospectus to Congress is required
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under 40 11.5.C. 3307; or {2) Federal buildings for which the construction cost or
major renovation cost is at least $2,500,000 {2007 doflars, adjusted for
inflation).

iv. Definitions: The proposal contains definitions for “combined heat and power {CHP)
system,” “district energy system,” “fiscal year, power purchase
agreement {PPA),” “proposed building,” and “renewable energy certificate.” The
rulemaking also proposes to define 16 categories of commercial buildings and one

oo » i

major renovation,

category of multi-family high-rise residential buildings in 10 CFR part 433 and one
category of low-rise residential buildings in 10 CFR part 435.

v. Fossil Fuel-Generated Energy Consumption Requirements: For buildings for which
design for construction begins in the FY's 2013 to 2029, tables of the proposed
maximum allowable fossil fuel-generated energy consumption by building type and
climate zone are provided.

1. For major renovations that are less than whole building renovations {system or
component level retrofits) DOE is proposing that the maximum allowable fossil
fuel-generated energy consumption in FY 2013 through 2029 be based on a
percentage of the whole building energy consumption represented by the
renovated system or component.

vi. Fossil Fuel-Generated Energy Consumption Determination: To determine compliance
with the fossil fuel reductions, agencies would be required to estimate the fossil fuel-
generated energy consumption of their proposed building design and compare that
estimate to the allowable fiscal year percentage reduction target.

1. DOE has proposed a calculation to make this estimated fossil fuel-generated
energy consumption for the proposed building.

2. The regulations would establish criteria for on-site renewable electricity
generation and off-site renewable electricity generation {including generation
represented by renewable energy credits). DOE has also proposed a clarification
as to how electricity associated with district heating or cooling systems, district
chifled water, and CHP systems would be treated.

vii. Petitions for Downward Adjustment:

1. Under the provision of Section 433 of EISA 2007 and as proposed, agencies
other than GSA {and including GSA-tenant agencies with significant control over
building design) would be able to petition DOE for an adjustment to the fossil
fuel requirement for a specific building if meeting the requirement is technically
impracticable in light of the agency’s functional needs for the building.

a. A petition for a downward adjustment would need to include a
description of the building and associated components and equipment,
an explanation of why compliance with the requirements is technically
impracticable in light of the functional needs of the building, a
demonstration that all cost-effective energy efficiency and on-site
renewable energy measures were included in the building design, and
a description of measures that were evaluated but rejected.
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b. Additionally, DOE’s rulemaking proposes separate, streamlined
downward adjustment processes for major renovations that are whole
building renovations and for major renovations that are system or
component level retrofits.

In addition to soliciting comment through the Supplemental NOPR, DOE has met with a
range of groups about the proposal. In November of 2012, the following organizations
met with DOE and expressed their shared interest in a well-designed, effective and
reasonable approach to the energy efficient design of federal facilities: American Councit
for an Energy-Efficient Economy, American Gas Association, The American Institute of
Architects, American Public Gas Association, ASHRAE, Environment America,
Environment and Energy Study Institute, Federal Performance Contracting Coalition,
Natural Resources Defense Council, Sierra Club and U.S. Green Building Council. The
conversation between the Department and these organizations was particularly valuable
because of the diversity of organizational perspectives represented and the progress that
was made in identifying important details had not been adequately addressed in the
Department’s 2010 NOPR.

In summary, the Department has, through the meetings held with stakeholders,
consideration of public comments, and issuance of the Supplemental NOPR,
demonstrated that it has heard stakeholders’ concerns with the 2010 proposed rule and is
committed to addressing those concerns and creating an effective and practical final
standard.

If enacted, section 4115 of the draft would repeal the fossil fuel use reduction requirements
under section 433. This provision is based on the premise that these efficiency requirements
are unreasonable and unworkable. However, the private sector has made great strides in
achieving, and in some cases surpassing, the goals of section 433.

1. Is it premature to write off this provision as unworkable before DOE completes its
rulemaking?
2. Should the federal government be leading by example in this area?

The U.S. Department of Energy has recently revised the proposed regulations, and the revisions
appear to be both workable and a positive step for an economic and sustainable energy future.
We believe it is premature to write off this provision as unworkable before DOE has completed
its rulemaking. It is particularly valuable for the federal government to demonstrate leadership
by showing how rapidly and economically such energy efficiency gains can be achieved.

The discussion draft on Energy Efficiency that was under consideration at the April 30, 2015
hearing recognizes the enormous opportunity for the federal government to save money and
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reduce the environmental impacts associated with energy use in federal facilities. The federal
government spends about $6 billion each year on energy in owned and leased buildings. The
federal government is the largest consumer of energy in the United States, with 350,000
buildings and 600,000 road vehicles in the federal fleet. In fiscal year 2007, federal buildings
accounted for 36 percent of the U.S. government’s energy use. The General Services
Administration, the Department of Defense, the Department of Energy and other agencies have
been on a steady path of improvement and implementation of measures. Also, they conduct
ongoing technical and economic analyses. These efforts indicate that far more savings are
available through cost-effective efficiency technologies, given adequate investment and
implementation. The draft proposal also recognizes the important role played by Energy Savings
Performance Contracts and utilities in harnessing energy efficiency opportunities, and enhances
the ability of federal agencies to tap their financing and implementation capability.

Section 4115, in contrast with other provisions related to federal facilities in this bill, is
counterproductive to the mid- and long- term effort to achieve substantial gains in energy
efficiency and reduce environmental impacts. In particular, it would repeal 42 U.S.C.
6834(a)(3)(D)(i)), which establishes a requirement to gradually phase out the use of fossil fuels
in federal facilities. The largest contribution to that phase-out would occur through
improvements in energy efficiency. It is particularly valuable for the federal government to
demonstrate leadership by showing how rapidly and economically such energy efficiency gains
can be achieved. Accordingly, Section 4115 does not belong in an energy efficiency bill. Ata
minimum, any repeal would need to be balanced with specific and detailed provisions that would
ensure that the federal government remains a leader in energy efficiency and reliably deliver
energy efficiency savings that are achievable. We recognize that some stakeholders had
previously identified concerns with elements of 42 U.S.C. 6834(a)(3)(D)(i)), particularly as
interpreted in a draft rulemaking by the U.S. Department of Energy. But, the U.S. Department of
Energy has recently revised the proposed regulations, and the revisions appear to be both
workable and a positive step for an economic and sustainable energy future.
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