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July 14, 2017

Mr. Daniel Cohen
U.S. Department of Energy
Office of the General Counsel
1000 Independence Avenue, SW.
Washington, DC 20585

Dear Mr. Cohen:

This letter comprises the comments of SoCalGas in response to the Department of Energy’s (DOE’s) Request for Information (RFI) as part of its implementation of Executive Order 13771 (The Office of the White House 2017). These comments focus specifically on DOE’s Appliance and Equipment Standards Program as well as on the Energy Efficiency Standard and Test Procedure Regulations developed and implemented by this program.

SoCalGas has been delivering clean, safe and reliable natural gas to its customers for more than 140 years. We are the nation’s largest natural gas distribution utility, serving 20.9 million consumers through 5.8 million meters in more than 500 communities. The company’s service territory encompasses approximately 20,000 square miles in diverse terrain throughout Central and Southern California, from Visalia to the Mexican border.

California leads the nation in energy policy.  The state’s Investor Owned Utilities are advancing energy efficiency not only to protect the environment but also to serve our residential, commercial and industrial customers. For decades, SoCalGas has been actively pursuing strategies to promote the efficient use of natural gas and energy efficiency.  We have driven advancements in natural gas equipment and low emissions technologies and invested significantly in the advancement towards renewable natural gas and distributed generation.

We have observed and contributed to the Appliance and Equipment Standards Program since 2001, and have witnessed its effectiveness through significant energy savings from covered products. The program has been successful at increasing energy savings nationwide, at fostering innovation and consumer choice, and, where cost-effective, at freeing up economic resources for other uses. Our commitment to the success of the Appliance and Equipment Standards Program increased significantly in 2016, when SoCalGas’ nominee to theSouthern California’s Utilities have formal representation in the Appliance Standard and Rulemaking Federal Advisory Committee (ASRAC) was invited by then Secretary Moniz. since SoCalGas representative Ms. Michelle Sim was admitted in 2016. 

We appreciate DOE’s efforts to solicit input from stakeholders on how best to implement Executive Order 13771 (The Office of the White House 2017) to achieve meaningful burden reduction. As directed by Executive Order 13771, the regulatory reform task force will identify regulations that, among other things, are “ineffective”. Overall, SoCalGas believes DOE’s appliance and test procedure regulations are in fact effective policy tools that help reduce energy consumption and drive technology innovation, however some areas could benefit from improvement. We outline some of the positive aspects and impacts in the following sections. With that said, we are of the opinion there is room for improvement. It is in this spirit that SoCalGas has in the past submitted constructive comments in the scope of numerous rulemakings, and it is also in this spirit that we provide further recommendations as responses to select DOE RFI questions below in this document. 

Positive Impacts

States and Utilities
Many states have compelling needs for advanced appliance efficiency standards, either due to energy costs, state policy goals, regional differences, or other factors. Federal appliance standards can be a strong policy tools for reducing energy use in existing buildings. For example, in California, the California Public Utility Commission (CPUC) established an energy goal for zero net energy (ZNE) performance in new residential construction by 2020 and in new commercial construction by 2030 (California Public Utility Commission 2008). Advanced appliance efficiency standards play a significant part in making the achievement of these goals realistic

Utility rebate and other voluntary programs that incentivize efficient products, such as the Environmental Protection Agency (EPA) ENERGY STAR® program, are critical to achieving economies of scale that drive costs down for advanced efficiency technologies. DOE rulemakings inform the creation of ENERGY STAR programs, and the outcomes of these programs can inform future DOE rulemakings in a cycle of continuous improvement. 

These programs, as well as DOE’s energy conservation standards rely on metrics based on DOE test procedure regulations. By developing and regularly revising test procedure regulations to incorporate market developments, technological changes, and lessons learned, DOE provides a stable foundation for quantifying and comparing appliance performance. This is critical for meaningful standards and programs, and we support these efforts. 

Innovation
DOE energy efficiency regulations advance technological innovation. Voluntary programs support commercialization of emerging technologies by incentivizing the adoption of promising technologies in the early phase of market introduction and accelerate future market adoption. Adoption into regulation stimulates manufacturers to develop new, differentiated products in response to their high-margin, high-efficiency products becoming the new baseline when new DOE standards take effect. This promulgates energy efficiency, societal progress in general, and domestic and international competitiveness – in fact, innovation is a cornerstone of the world’s most successful economies.       
[bookmark: m_1_A][bookmark: m_1_B]
Responses & Recommendations regarding DOE Questions

Question 1:	How can DOE best promote meaningful regulatory cost reduction while achieving its regulatory objectives, and how can it best identify those rules that might be modified, streamlined, or repealed?
SoCalGas strongly supports the efforts of the Appliance Standards and Rulemaking Federal Advisory Committee (ASRAC) established by DOE to streamline the process of establishing and updating certain energy efficiency regulations by facilitating stakeholder engagement, data collection, and consensus-building. SoCalGas is currently a member of ASRAC, representing Investor Owned Utilities from Southern California.

The ASRAC working group process reduces the overall time a rulemaking takes to finalize as compared to a typical “notice and comment” rulemaking. For example, the commercial package air conditioners final rule, which was negotiated through an ASRAC working group, was finalized in eight months from the establishment of the ASRAC working group to a DOE direct final rule.[footnoteRef:2] The process would have likely taken several years otherwise. This process implemented by DOE should continue to be used for other rulemakings that it can be applied to, as a way to shorten rulemaking timelines, thereby reducing overall regulatory costs for both stakeholders and DOE. 	Comment by Author: Can we modify this paragraph to be more in line with the reason we want representation on the ASRAC?  It is to ensure that these measures are thoughtfully considered for the energy savings value without negatively impacting the consumer.  And also to ensure that any actions consider a balanced energy approach that does not exclude any one energy option.  The ASRAC has been very one sided in the past and I believe some of the measure that have come through should not necessarily have been considered except that there was nobody guarding the henhouse.  [2:  DOE published the intent to establish the working group was published in April 2015, the working group finalized a term sheet in June 2015, and DOE published a direct final rule in December 2015.] 


The ASRAC has the opportunity to recommend changes that would bring consensus to and significantly streamline the process. Multi-tiered standards have been discussed for some time and provideAnother major benefit of the ASRAC process is the possibility to establish multi-tier standards. This approach provides manufacturers with regulatory certainty over a longer period of time, enabling and encouraging them to invest and plan for multiple rounds of standards at once. Multi-tier (or multi-phase) standards consist of one analysis that leads to two standard updates at future dates. The first tier corresponds to DOE’s statutory requirement of establishing the level that is technically feasible, economically justified, and that results in the most energy savings. The second tier saves more energy, but is anticipated to become cost-effective (and go into effect) at future date later than the first tier.  This second tier would necessarily require an additional evaluation as the trigger date approached, which would signal to all stakeholders that the process provides for accuracy and considers the consumer.

DOE accepted this multi-tier approach from the ASRAC working group for the commercial package air conditioners final rule, which updated standard levels with a compliance date of January 1, 2018 for the first tier and January 1, 2023 for the second tier (Energy Efficiency and Renewable Energy Office, Department of Energy 2016). This multi-tier approach was strongly supported by industry, efficiency advocates, consumer groups, and utilities.	Comment by Author: Can we confirm that this was strongly supported by the manufacturers?  I need to look them in the face and if I put this in our independent comments and it isn’t accurate my credibility is lost.

Question 2:	What factors should DOE consider in selecting and prioritizing rules and reporting requirements for reform?

DOE should prioritize promulgating efficiency regulations that account for different regional impacts. For example, in 2011, DOE finalized regional regulations for residential central air conditioners and heat pumps. Based on levels agreed to by a coalition of stakeholders, the standards set efficiency levels for three regions based on the number of heating degree days and climate zone, a significant improvement compared to the previous version of this regulation. DOE should seek such legislative changes for all products where typical uses, performance, savings opportunity and cost/benefit, and consumer impact vary with location. 	Comment by Author: I am concerned about this section.  We have a blank slate to recommend what we think they should consider in order of priority in selecting and advancing rules and this is very congratulatory of how they’ve done it in the past.  Really they should be considering the need for examining a certain measure, and then how it truly impacts the consumer and the market.  I think leveraging Energy Star and ASHRAE is just same old same old.  Can you guys brainstorm on what this might look like?  

In promulgating new or updated efficiency regulations, DOE should leverage existing voluntary standards, such as the ENERGY STAR Program or ASHRAE standards, and leverage relevant information associated with the voluntary standards (e.g., shipment data, technology adoption, etc.) to help form the basis of new or updated mandatory standards. Leveraging existing data could potentially reduce the costs of undergoing certain efficiency regulations. 

Question 3:	How can DOE best obtain and consider accurate, objective information and data about the costs, burdens, and benefits of existing regulations? Are there existing sources of data DOE can use to evaluate the post-promulgation effects of regulations over time? We invite interested parties to provide data that may be in their possession that documents the costs, burdens, and benefits of existing requirements?
There are several retrospective studies that have reviewed the impacts of DOE efficiency regulations, some of which are cited below. They found that energy efficiency regulations have provided significant economic benefits for consumers through saving energy and freeing up funds for other use, which culminates in broader macroeconomic benefits to both the local and national economy.

One study examined the impacts of energy efficiency standards on ten residential and commercial electric-powered products[footnoteRef:3]. The study concluded that for the ten products studied, as efficiency regulations take effect, performance of the products improves and products become more feature-rich .  [3: ] 


Another report examines the job increases through 2030 due to utility bill savings associated with current and prospective energy efficiency standards. Based on the report’s analysis, an average of 318,000 jobs are created annually for historic standards with an expected additional 47,000 jobs created annually for prospective standards (Gold, et al. 2011). A paper published in the Energy Policy Journal estimates 0.38 job-years are created for every GWh of electricity saved due to energy efficiency measures (Wei, Patadia and Kammen 2010). Another report further supported this concept by citing that “the positive economic impacts of MEPS [Minimum Efficiency Performance Standards] on consumers may have been underestimated” (Taylor, Spurlock and Yang 2015). One of the goals of DOE’s regulatory reform task force is to identify regulations that “eliminate jobs, or inhibit job gains”. This research shows that energy efficiency regulations are actually very beneficial for job creation, and consequently, should not be repealed.	Comment by Author: I am not opposed to referencing jobs created but think that this is somewhat contradictory to the thoughts of this administration.  This paragraph does not provide any context for HOW .38 job-years are created for every GWh of electricity saved.  It would be helpful and far more credible if that had some language behind it.  The link is weak to me.

Question 4:	Are there regulations that simply make no sense or have become unnecessary, ineffective, or ill-advised and if so what are they? Are there rules that can simply be repealed without impairing DOE’s statutory obligations and, if so, what are they?
Regarding regulations considered for repealing, SoCalGas highlights the following anti-backsliding provision in EPCA. We understand that it prevents DOE from updating existing finalized regulations in such a way that it would result in either increases in the maximum allowable energy use or decreases the minimum required energy efficiency of a covered product: 

The secretary may not prescribe any amended standard which increases the maximum allowable energy use, or, in the case of showerheads, faucets, water closets, or urinals, water use, or decreases the minimum required energy efficiency, of a covered product.

Conversely, SoCalGas understands the DOE statutory obligations with respect the the anti-backsliding provision of EPCA but believe that there is opportunity within theDOE can modify non-finalized regulations, such as the furnace rulemaking. SoCalGas and other parties docketed comments in that rulemaking, strongly questioning whether economic benefit had been appropriately demonstrated. Critical comments included, but were not limited to:

· Many input data points were intransparent, not available for review, or outdated, 
· Many assumptions were not properly justified, 
· Fuel switching considerations were not aligned with market experience
· The no-new-standards-case consumer choice model was inaccurate
· The accuracy of the methodology using probability distributions was extremely difficult to confirm due to the complexity of the models and the software in use
· Incomplete consideration of regional differences, e.g. for California
· Too little review time granted to stakeholders considering complexity of techniques
SoCalGas believes it is imperative that these concerns are addressed in the furnace rulemaking before the final rule is released. 

In addition, we would like to strongly urge the DOE to ensure that similar concerns are pre-empted in future rulemakings for other appliances that use similar data and methodology to establish cost effectiveness. 

Question 5:	Are there rules or reporting requirements that have become outdated and, if so, how can they be modernized to better accomplish their objective?
Several DOE rulemakings that SoCalGas has commented on, for example regarding furnaces, commercial boilers and commercial water heaters, use the concept of “marginal” electricity cost in their cost-benefit and fuel-switching analyses. We believe this concept includes insufficient detail and thereby may result in very questionable conclusions.
 
True marginal electricity cost in states like California varies greatly between approximately 15c/kWh and 45c/kWh (threefold!) depending on several factors such as customer type, income tier, total monthly usage, time of day, presence of a solar system or electric vehicle, presence of peak charges, participation in certain tariff programs, or a combination of the above. The marginal electricity cost is further dependent upon which technology or appliance is in scope; for example, residential appliances would be operated under residential tariffs that are structured very differently than commercial, industrial and agricultural tariffs. Neither of these factors nor an appropriate marginal cost distribution have been considered in DOE’s analyses as far as SoCalGas has researched. It does not appear possible to accurately state how customers whose marginal electricity cost is different than the marginal cost utilized by DOE would be economically impacted by a new rule. The affected customer group is likely very large, because the marginal electricity rates used by DOE are typically around 20c/kWh, which, at least for California’s residential customers, is near the low end of the range of the true marginal cost. It is thereby likely that the DOE’s analyses do injustice to a significant fraction of customers in California, and in other states with similar electricity tariffs. Consequently, any conclusion of a new rule being “economically justified” is at best questionable for those customers. Considering that it is unclear how large this customer group is for any given rulemaking, SoCalGas urgently requests that the DOE analyses methodologies be improved in this respect. 

Possible improvements could include the introduction of time-dependent valuation of energy, as is used in California for statewide cost-benefit analyses. Another option is to introduce parameterized marginal electricity cost distributions that consider the various influencing factors. Another thought is to utilize source energy in calculations where that may be sensible, as we understand the DOE is considering for some upcoming analyses. 

Whichever new methodologies DOE decides to introduce with respect to this subject matter, SoCalGas respectfully requests that the details be made available for public scrutiny and peer review before being introduced into new rulemakings. 

Question 6:	Are there rules that are still necessary, but have not operated as well as expected such that a modified, or slightly different approach at lower cost is justified?
Associated with our comments on Question 1 regarding ASRAC, SoCalGas believes that the stakeholder negotiation approach should be considered for other rulemakings where appropriate. The streamlined process of ASRAC reduces the regulatory costs for both stakeholders and DOE in the long-term. Having a nimbler process to update regulations also would be helpful for utility incentive programs, which are based on the test procedures and standard regulations developed by DOE, and which play a major role in accelerating adoption of new technologies and standards by the marketplace. 	Comment by Author: This will need to change based on changes to question 1.  Or, this could be N/A altogether.

Question 7:	Are there rules of the Department that unnecessarily obstruct, delay, curtail, or otherwise impose significant costs on the siting, permitting, production, utilization, transmission, or delivery of energy resources?
No comment. 

Question 8:	Does DOE currently collect information that it does not need or use effectively?
SoCalGas strongly supports DOE’s efforts to collect information and work with stakeholders, such as trade organizations and others, in support of establishing and updating efficiency regulations. We support an increase in collection of fair and accurate data . In particular, it will be helpful to expand public knowledge of appliance shipment information due to the gaps in the data provided by manufacturers and their associations. 	Comment by Author: Can we ease this back a bit.  More along the lines of recognizing the need for data in order to move standards forward.  I don’t believe they should reduce the data they collect but if you look at the LCC for furnace rule, the data was all over the map and certainly didn’t reflect California numbers.  That I would consider in need of some sort of revision.  I leave this to you to explore.  Feel free to challenge.

To make this collection process more seamless and robust, DOE should provide more notice about its own planned data collection activities in support of future standards and test procedures rulemakings. If DOE’s stakeholders, both manufacturers and non-manufacturers, had a better understanding of DOE’s plans for data collection for rulemakings, they would be better able to effectively contribute to the process, while simultaneously strengthening DOE’s analyses and reducing DOE’s regulatory costs. Examples of product data that could be provided to DOE by stakeholders include: energy performance data; market shipment data; testing data on product prototypes; data on retail, installation, and maintenance costs; and energy consumption data of installed equipment.

Finally, SoCalGas believes that it is critical that DOE publishes any data that is used in the scope of rulemakings to allow for scrutiny by stakeholders, at no cost, and in a timely manner.  

Question 9:	Are there regulations, reporting requirements, or regulatory processes that are unnecessarily complicated or could be streamlined to achieve statutory obligations in more efficient ways?
DOE should consider staging test procedure and standard rulemaking updates for a given product category so that the test procedure regulations are completed before the standards rulemaking. Staging the rulemakings in this way would be sensible to ensure standards regulations are based on updated metrics and data from a new or modified test procedure. 

DOE should improve the life cycle cost (LCC) methodology and its inputs and models to alleviate the shortcomings identified by SoCalGas and others per the response to Question 4 in this letter. This applies to all rulemakings that employ these techniques, not just the cited example of furnaces. 

DOE should work closely with other agencies, such as the EPA, the California Energy Commission (CEC), and the European Commission, to share, or obtain, reported product data. Agency collaboration could reduce duplicative reporting burden for manufacturers. Each of the agencies noted manages public-facing product databases displaying information on product efficiency, among other attributes. Given the overlap of reported data required by these agencies, a standardized test template and single product submission to one entity, such as the CEC’s Modernized Appliance Efficiency Database System (MAEDBS), that would be shared with other applicable databases could reduce costs for manufacturers.    

DOE should also consider updating its current compliance certification database to allow stakeholders to more easily search for information on complying products and access test reports. Since utility incentive programs, aimed at increasing adoption of higher efficiency products, establish program requirements based on certified product data, having better access to DOE’s database could potentially reduce additional manufacturer reporting burden for products eligible for incentive programs.

Question 10:	Are there rules or reporting requirements that have been overtaken by technological developments? Can new technologies be leveraged to modify, streamline, or do away with existing regulatory or reporting requirements?
As mentioned previously in comments to Question 9, DOE should work closely with other agencies that manage product databases to reduce duplicative reporting burden for manufacturers by sharing product data when applicable. This could reduce costs for manufacturers and could potentially reduce administration costs for DOE. In addition, the reported product data would be clearer and more consistent for consumers and other stakeholders, such as utilities, that use the product databases.

Question 11:	Does the methodology and data used in analyses supporting DOE’s regulations meet the requirements of the Information Quality Act?
No comment. 



Conclusion 

SoCalGas has dedicated decades to advancing efficiencies in energy use and our results in that area are substantial.  We will continue to work to drive higher efficiency standards wherever it is proven to be cost effective for our customers.  Our efforts have realized savings equivalent to almost 152 million therms over the past five years and over 560 million therms since 1990.  Currently, we run 82 energy-efficiency programs, have an annual savings goal of over 25 million therms, an annual budget of $89.5 million and employ 186 people to deliver these programs.  In addition, our low-income energy efficiency programs have treated over 569,000 low-income households with energy efficiency upgrades at no cost to those households.  In 2014 alone, we avoided 170,000 tons of CO2 emissions.  Our energy efficiency programs alone have also helped to create over 8,000 jobs in California.  

We would like to reiterate our support for the DOE for their tremendous efforts regarding the Appliance and Equipment Standards Program. 

SoCalGas thanks the DOE for the opportunity to be involved in this process and encourage the DOE to carefully consider the recommendations outlined in this letter.  

Sincerely,
[bookmark: _GoBack][image: ]



Lisa Alexander
Vice President, Customer SolutionsSue Kristjansson
Manager, Codes & Standards
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