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standards for residential and mobile home gas furnaces. It has been 28 years since the
nation has seen any substantial improvement in efficiency standards for residential non-
weatherized gas furnaces; nearly 40 years in California. The Energy Commission is pleased
to provide its strong support for DOE’s proposal to adopt at least a 92% AFUE nationwide.

lll. A nationwide 92% AFUE standard is cost-effective and technologically
feasible; a 95% AFUE standard is even better.

The Energy Commission supports DOE’s proposal to adopt Trial Standard Level (TSL) 3, a
92% AFUE nationwide for both non-weatherized gas furnaces and mobile home gas
furnaces. As DOE’s own analysis and data show, this level of efficiency is cost-effective not
only for the northern region, but for the rest of the United States, and for California.*®

However, DOE can do more. Federal appliance law requires that in any amended energy
conservation standard that DOE prescribes, the standard must achieve the maximum
improvement in energy efficiency that is technologically feasible and economically
justiﬂed."' TSL 4, a 95% AFUE standard nationwide, is that standard. DOE’s own analysis
already shows that this level is cost-effective for the entire nation.'® As Pacific Gas and
Electric Company details in its comments to DOE, the Energy Commission believes that
DOE’s assumptions in the life-cycle cost and savings analysis are too conservative.'®
Adjusting these assumptions as recommended by Pacific Gas and Electric Company will
demonstrate even greater savings at less cost than the NOPR indicates. DOE should also
consider including a learning curve for installation of condensing furnaces in existing
buildings, resulting in even lower costs than assumed in the NOPR. Revising its analysis to
incorporate more accurate assumptions about these items can allow DOE to assess more
properly the economic justification for TSLs 3 and 4.

The Energy Commission understands that DOE may be concerned about impacts to
manufacturers at TSL 4, as DOE’s manufacturer impact analysis suggests that under
certain scenarios, there may be a significant incremental cost to industry to comply with TSL
4 compared with TSL 3. But even under a pessimistic scenario, the significant benefit to
consumers, both in terms of dollar savings and air quality impacts, far outweighs the impact
on manufacturers. Moreover, the Energy Commission is concerned that DOE has failed to
consider important mitigating factors in its manufacturer impact analysis: (a) recognition that
fuel switching, to the limited extent that it occurs, has small impact on manufacturers

** DOE, Technical Support Document: Energy Efficiency Program for Consumer Products and
Commercial and Industrial Equipment: Residential Furnaces, p. 8-37, Table 8.5.1 (Feb. 10, 2015)
[hereafter Residential Furnaces TSD]; Pacific Gas and Electric Company comments on the Notice of
Proposed Rulemaking on energy conservation standards for residential furnaces (July 10, 2015), p. 6
gshowing results for California specifically).

442 U.S.C. § 6295(0)(2)(A).

'S Residential Furnaces TSD, Table 8.5.1; NOPR, 80 Fed. Reg. 13120, 13165 (Mar. 12, 2015) (showing
that TSL 4 is cost-effective for the majority of consumers). :

'8 See Pacific Gas and Electric Company comments on the Notice of Proposed Rulemaking on energy
conservation standards for residential furnaces (July 10, 2015).
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because heat pumps are generally manufactured by the same companies with very similar
market shares that manufacturer non-weatherized gas furnaces, and (b) the future impact of
the learning curve on the incremental cost of manufacturing compliant furnaces. The Energy
Commission recommends that DOE further investigate these market realities, as they will
show less manufacturer impact at TSL 4, further justifying DOE in adopting TSL 4 as the
standard.

Finally, DOE should consider the timing of its Proposal when it considers the TSLs. First,
furnaces have an estimated 22-year lifetime."” This means that the furnace that is installed
in 2021 will have the same level of energy consumption for 22 years before a more efficient
furnace will take its place. DOE should carefully consider what type of furnaces it wants to
have in place for 22 years before it promulgates another update to the standard.

Second, there is at least a ten-year gap between when DOE publishes its final rule on these
standards and when the next federal update to the standards will occur (five years until
DOE takes up another rulemaking, and another five years to the effective date). Given
these extreme time lags juxtaposed against the criticality of taking prompt advantage of
opportunities presented by technology advances, DOE should endeavor to achieve the
greatest level of efficiency that is technologically feasible and economically justified. DOE
almost certainly will not have another chance like this for ten years; if history is telling, this
could be DOE'’s last chance for 28 years. DOE owes it to the states that are preempted from
acting on their own behalf not to make suboptimal decisions when it changes a standard.

IV. Highly efficient furnaces benefit low-income consumers.

California is sensitive to the higher first costs for efficient appliances that may result from
improved energy efficiency standards. However, it does not see this as a significant barrier
to a stringent furnace efficiency standard. First, although retail prices for a 92% AFUE
residential non-weatherized gas furnace are currently significantly higher than for 80%
AFUE furnaces, the Energy Commission expects that equipment prices will come down
significantly both with the ability to scale production and by setting an efficient baseline that
will eliminate the premium pricing that manufacturers currently attach to more efficient
products. Second, we also expect that retrofit installation costs will come down as the
industry provides innovative solutions to address venting and condensate removal in all
retrofits, and the orphaned water heater issue for some retrofits.

The Energy Commission is concerned that keeping cheap, inefficient products on the
market actually creates greater harm to low-income consumers than retaining these
products. Low-income consumers spend more of their income on utility costs than higher
income customers. As a result, low-income consumers are the least able to afford the
higher energy consumption resulting from inefficient appliances. In addition, for low-income
tenants in California, the split incentive between building owners and tenants means that
low-income consumers do not have a choice in the efficiency of the fixtures, yet they pay

" NOPR, 80 Fed. Reg. 13120, 13122 (Mar. 12. 2015).
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