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qgngomggtitj.ve and.that would result in minimal demand for the
. product,

New subsection 325(k) contains procedures for prescribing new or
amended standards. This section increases to 60 days (versus 45
days in current law) the public comment period on an advanced
notice of proposed rulemaking and on proposed rules. It also pro-
vides that an amended or new final rule shall be published as soon
as practicable but not less than 90 days after the publication of the
proposed rule in the Federal Register. In other respects, this sub-
section essentially retains the requirements of current law.

Subsections (1), (m) and (o) are essentially identical to subsections
(M, () and (e), respectively, or current law.

Subsection (n) states that compliance with the performance
standards either set forth in or required by section 325 shall be de-
termérzlgd using the test procedures and compliance criteria of sec-
tion .

Section 6 (Requirements of Manufacturers): Section 326(d) of
EPCA is amended to add a requirement that the Secretary shall
consider existing public sources of information including national-
ly-recognized certification programs of trade associations. The Sec-
retary is also required to exercise his authority in a manner de-
signed to minimize unnecessary burdens on manufacturers of cov-
ered products.

Section 7 (Effect on Other Laws): Section 327 of EPCA is amend-
ed to create new preemption provisions, including criteria under
which States can receive waivers from preemption.

Section 327(a), which essentially restates existing law, and pro-
vides that the Act supersedes State and local regulations regarding
testing and labeling in certain cases.

New section 327(b) describes how preemption would apply during
the period between the date of enactment of the Act and the effec-
tive dates of each Federal energy conservation standard. As a gen-
eral principle, no State appliance efficiency regulations or require-
ments shall be applicable unless such regulations or requirement
are prescribed or enacted before January 8, 1987, and are applica-
ble to products before January 3, 1988. The section also lists other
exceptions to preemption.

New section 327(c) states that on the effective date for each Fed-
eral energy conservation standard, that standard preempts State
regulation, as provided under current law. This preemption is sub-
ject to the certain exceptions for building codes in new section
327(f), a state procurement regulation described in subsection (e), a
regulation prohibiting constant burning pilot light for pool heaters,
and any waiver from preemption granted by DOE upon State peti-
tion.

New section 827(d) allows States to file petitions seeking waiver
of Federal preemption. This subsection provides new and more
stringent criteria that a State must establish by a preponderance of
the evidence in order to receive an exemption, The State is re-
quired to show that its regulation is needed to meet “Unusual and
compelling” State or local interests.

New subsection (d) also provides that even if the State has made
a showing of an unusual and compelling interest, the Secretary
may not grant the requested waiver if he finds that interested per-
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a defense or justification for a failure by the Secretary to comply
with a nondiscretionary duty.

Cost AND BUDGETARY CONSIDERATIONS

The following estimate of costs of this measure has been provided
by the Congressional Budget Office:

U.S. CoNGRESs,
CoNGRESstoNAL BUDGET OFFICE,
Washington, DC, January 29, 1987,

Hon. J. BENNETT JORNSTON, Jr.,

Chairman, Committee on Energy and Natural Resources, U.S.
Senate, Dirksen Senate Office Building, Washington, DC.

Dear MR. CHarMAN: The Congressional Budget Office has re-
viewed S. 83, the National Appliance. Energy Conservation Act of
1987, as ordered reported by the Senate Committee on Energy and
Natural Resources, January 28, 1987. .

S. 83 establishes energy conservation standards for categories of
covered appliances. It provides a schedule for the Secretary of
Energy to evaluate these standards to ensure that the maximum
energy efficiency that is technologically feasible and economically
justified is being achieved. This bill also provides for the preemp-
tion of state energy conservation appliance standards after the fed-
eral standards are in effect.

CBO estimates that S. 83 will have no significant impact on gov-
ernment spending for fiscal years 1988 through 1992. The Depart-
ment of Energy currently plans to conduct technical and economic
evaluations of appliances on essentially the same schedule de-
scribed in S, 83.

Enactment of this bill would not directly affect the budgets of
state or local governments.

If you wish further details on this estimate, we will be pleased to
provide them.

With best wishes,

Sincerely,
EpwaArD GRAMLICH,
(for Rudolph G. Penner, Director).

RecuraTory IMpAcT EVALUATION

Under existing law the Department of Energy is required to im-
plement a Federal energy conservation program for home appli-
ances. S. 83 would amend existing law and decrease the number of
regulations associated with others. On balance, however, the net
effect of S. 83 would be a reduction in regulations resulting from
the existing program. ‘

S. 83 eliminated the need for certain regulations. For example, S.
83 would substantially reduce the regulatory and economic burdens
of the Federal appliance energy conservation program on the appli-
ance manufacturing industry by reducing appliance regulation at
the State level. The bill increases Federal preemption of State reg-
ulation. As a result, industry would avoid the burdens of a patch-
work of conflicting and unpredictable State regulations. In addi-
tion, S. 83 establishes energy conservation standards for applicance
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types which, without enactment of the measure, would be required
to be established through more costly regulatory procedures con-
ducted by the Department.

S. 83 would, on the other hand, increase regulations in other
areas by requiring greater State and local compliance with the
Federal program. For Example, S. 83 would establish two proce-
dures under which a State may petition for a waiver from Federal
preemption of State appliance efficiency regulations. Currently,
there is only one petition procedure. Additionally, S. 83 would es-
tablish a new regulatory requirement that State building codes
must comply with certain requirements of the Federal appliance
energy conservation program in order to avoid preemption. These
compliance provisions of S. 83 increase the regulatory burden for
States which, under current law, are free to develop and promul-
gate building codes without regard to the Federal appliance energy
conservation program.

Although it is not possible to quantify the areas in which regula-
tions are increased or decreased by S. 83, an evaluation of such
areas clearly demonstrates that the net effect of the measure
would be to reduce, rather than increase, regulafions and economic
- costs.-Moreover, the Congressional Budget Office estimates a net
reduction in Federal Government costs over the next 3 fiscal years
as a result of passage of this legislation. In addition, there is a
strong consensus within the appliance manufacturing industry that
{,)he drneasure would reduce the industry’s economic and regulatory

urdens.

ExecuTivE COMMUNICATIONS

The Committee has received no reports or communications relat-
ing to S. 83.

CHANGES IN ExIsTING LAW

In compliance with paragraph 12 of rule XXVI of the Standing
Rules of the Senate, changes in existing law made by the bill, S. 83,
as ordered reported, are shown as follows (existing law proposed to
be omitted is enclosed in black brackets, new matter. is printed in
italic, existing law in which no change is proposed is shown in
roman); .

ENERGY PoLicY AND CONSERVATION ACT

* * * . * * * *

TITLE III-IMPROVING ENERGY EFFICIENCY

* * * * ® * *

PArT B—ENERGY CONSERVATION PROGRAM FOR CONSUMER
Probucrs OTHER THAN AUTOMOBILES

DEFINITIONS
Sec. 321. (a) For purposes of this part: -






P.L. 94-163

LAWS OF 94th CONG.—I1st SESS. Deec. 22

TABLE OF CONTENTS—Continued

TITLE III—IMPROVING ENERGY EFFICIENCY
PART A—AvuTtoMorivE FUEL EcoNoMY

Sec. 301. Amendment to Motor Vehicle Information and Cost Savings Act.
“TITLE V—IMPROVING AUTOMOTIVE EFFICIENCY

“Sec. 501.
“Sec. 502.
“Sec. 508.
“See. 504.
“Sec. 505.
“Sec. 506.
“Sec. 507.

“ParT A—AvuToMOTIVE FUEL EcoNoMY

Definitions.

Average fuel economy standards applicable to each manufacturer.
Determination of average fuel economy.

Judicial review.

Information and reports.

Labeling. :

Unlawful conduct.

“See. 508. Civil penalty.

“Sec. 509.
“Sec. 510.

“Sec. 511.
“Sec. 512.

Effect on State law.

Use of fuel efficient passenger automobiles by the Federal
Government.

Retrofit devices.

Reports to Congress.”,

PArT B—ENERGY CONBERVATION PROGRAM FOR CONSUMER PRoDUCTS OTHER THAN

Sec.
Sec.
Seé,
Sec.
Sec.
Sec,
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.:

Sec.

ATUTOMOBILES

321. Definitions.
322, Coverage.
323. Test procedures.

324. Lab
325. HEne
326. Req

eling
rgy efficiency standards.
uirements of manufacturers and private labelers,

327. Effect on other law.

328. Rules.

829. Authority to obtain information,
830. Exports.

331. Imports.

332. Prohibited acts.

333. Enforcement.

334. Injunctive enforcement.

335. Citizen suits. :
336. Administrative procedure and judicial review.
337. Consumer education,

338. Annual report,

339. Authorization of appropriations.

PArT C—STATE ENERGY CONSERVATION PROGRAMS

. 861, Findings and purpose.

. 362. State energy conservation plans.
. 363. Federal assistance to States,

. 364. Energy conservation goals.

. 365. Gen
. 366. Definitions.

eral provisions.

PART D—INDUSTRIAL ENERGY CONSERVATION

371. Definitions,

372. Program.

373. Identification of major energy consumers.

374. Industrial energy efficiency improvement targets,

375. Reports.

878. General provisions.

89 STAT. 872




Dec. 22 ENERGY CONSERVATION ACT P.L. 94-163

TABLE OF CONTENTS—Continued
TITLE III—IMPROVING ENERGY EFFICIENCY-—Continued

ParT E—OTHER FEDERAL ENERGY CONSERVATION MEASUBES

Sec. 381. Federal energy conservation programs,
" Sec. 382. Energy conservation in policies and practices of certain Federal
agencies.
Sec. 383. Federal actions with respect to recycled oil.

TITLE IV—PETROLEUM PRICING POLICY AND OTHER AMENDMENTS
TO THE ALLOCATION ACT

Part A—Prrcine PoLicy

See. 401. Oil pricing policy.
Sec. 402. Limitations on pricing policy.
Sec. 403. Entitlements. ’

Parr B—OTHER AMENDMENTS TO THE ALLOCATION AcCT

See. 451, Amendments to the objectives of the Allocation Act.
Sec. 452, Penalties under the Allocation Act,

See. 453. Antitrust provision in Allocation Act.

See. 454. BEvaluation of regulation under the Allocation Act.
Sec. 455. Conversion to standby authorities,

Sec. 456. Technical purchase authority.

Sec. 457. Direct controls on refinery operations.

Sec. 458. Inventory conirols,

Seec. 459. Hoarding prohibitions.

Sec. 460. Asphalt allocation authority.

Sec. 461. Expiration of authorities.

Sec. 462. Reimbursement to States.

Sec. 463. Effective date of Allocation Act amendments.

TITLE V—GENERAL PROVISIONS-
PART A—ENERGY DATA BASE AND ENERGY INFORMATION

Sec. 501, Verification examinations. .

Sec. 502. Powers of the Comptroller General and reports.

Sec. 503. Accounting practxces

Sec. 504. Enforcement.

Sec. 505. Amendment to Energy Supply and Coordination Act of 1974.
Sec. 506, Extension of energy information gathering authority.

PART B—GENERAL PROVISIONS

See. 521. Prohibition on certain actions.
Sec. 522. Conflicts of interest.
Sec. 523. Administrative procedure and judicial review
Sec. 524. Prohibited acts.
Sec. 525. Enforcement.
Sec. 526. Effect on other laws.
Sec. 527, Transfer of authority.
See. 528. Authorization of appropmatmns for interim period.
Sec. 529. Intrastate natural gas.
Sec. 530. Limitation on loan guarantees.
Sec. 531. Bxpiration.
ParT C—CONGRESSIONAL REVIEW

Sec. 551. Procedure for congressional review of Presidential requests to imple-
ment certain authorities.

Sec. 552. Expedited procedure for congressional consideration of certain
authorities.

89 STAT. 873




P.L. 94-163

42 USC 6296,

42 USC 6297,
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been in effect at least 18 months prior to the effective date of the rule
under this section.

REQUIREMENTS OF MANUFACTURERS

Skc. 826. (a) Each manufacturer of a covered product to which a
rule under section 324 applies shall provide a label which meets, and
is displayed in accordance with, the requirements of such rule. If such
manufacturer or any distributor, retailer, or private labeler of such
product advertises such product in a catalog from which it may be
purchased, such catalog shall contain all in ormation required to be
displayed on the label; except as otherwise provided by rule of the
Commission, The preceding sentence shall not require that a catalog
contain information respecting a covered product if the distribution of
such catalog commenced before the effective date of the labeling rule
under section 324 applicable to such product.

(b) (1) Each manufacturer of a covered product to which a rule
under section 324 applies shall notify the Commission, not later than
60 days after the date such rule takes effect, of the models in current
production (and starting serial numbers of those models) to which
such rule applies. ,

(2)- If requested by the Administrator or Commission, the manu-
facturer of a covered product to which a rule under section 824 applies
shall provide, within 30 days of the date of the request, -the data
from which the information included on the label and required by
the rule was derived. Data shall be kept on file by the manufacturer
for a period specified in the rule. .

(3) When requested by the Commission, the manufacturer of cov-
ered: products to which a rule under section 324 applies shall supply
at his expense a reasonable number of such coveretf products to any
laboratory designated by the Commission for the purpose of ascer-
taining whether the information set out on the labef:‘ as required
under section 824, is accurate. Any reasonable charge levied by the
laboratory for such testing shall be borne by the United States.

(4) Each manufacturer of a covered product to which a rule under
section 324 applies shall annually, at a time specified by the Commis-
sion, supply to-the Commission relevant data respecting energy con-
sumption developed in accordance with the test procedures applicable
to such product under section 323. ‘ .

(5) A rule under section 323, 324, or 325 may require the manufac-
turer or his agent to permit a representative designated by theé Com-
mission or the Administrator to observe any testing required by’ this
part and inspect the results of such testing. C

(¢) Each manufacturer shall use labels reflecting the range data

. required to be disclosed under section 324(c) (1) (B) after the

expiration of 60 days following the date of publication of any revised
table of ranges unless the rule under section 324 provides for a later
date. The Commission may not require labels be changed to reflect
revised tables of ranges more often than annually.

EFFECT ON OTHER LAW

Skc. 827. (a) This part supersedes any State regulation insofar as
such State regulation may now or hereafter provide for—
(1) the disclosure of information. with respect to any measure
of energy consumption of any covered product—
a) if there is any rule under section 323 applicable to such
covered product, and such State regulation requires test-

89 STAT. 926
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ing in any manner other than that prescribed in such rule
under section 323, or
(B) if there is a rule under section 324 applicable to such
covered product and such State regulation requires disclo-
sure of information other than information disclosed in
accordance with such rule under section 824 ; or
(2) any energy efliciency standard or similar requirement with
respect to energy efficiency or energy use of a covered product—
A) if there is a standard under section 325 applicable to
such product, and such State regulation is not identical to
-such standard, or : o
(B) if there is a rule under section 323 or 824 applicable to
such product and such- State regulation requires testing in
accordance with test procedures which are not identical to
_ -the test procedures specified in such rule.

(b) (1) If a State regulation provides for an energy efficiency stand-
ard or similar requirement respecting energy use or energy efficiency
of a covered product and if such State regu%ation is not superseded by
subsection (a) (2), then any person subject to such State regulation
may petition the Administrator for the prescription of a rule under
this subsection which supersedes such State regulation in whole or in
part: The Administrator shall, within 6 months after the date such
a petition is filed, either deny such petition or prescribe a rule under
this subsection superseding such State regulation. The Administrator
shall issue such a rule with respect to a %tate regulation if and only
i{l the petitioner demonstrates to the satisfaction of the Administrator
that—

(A) there is no significant State or local interest sufficient to
justify such State regulation; and
- (B) such State regulation unduly burdens interstate commerce.

(2{ Notwithstanding the provisions of subsection (a), any State
regulation which provides for an energy efficiency standard or similar
requirement respecting energy use or energy efficiency of a covered
product shall not be superseded by subsection (a) if the State pre-
seribing such standard £emonstrates and the Administrator finds, by
rule, that— ' '

" (A) there is a substantial State or local need which is sufficient
to justify such State regulation ; v

(B) such State regulation does not unduly burden interstate
commerce; and

(C)_if there is a Federal energy efficiency standard applicable
to such product, such State regulation contains a more stringent
energy efficiency standard than the .corresponding Federal
standard.

(c) Notwithstanding the provisions of subsection (a), any State
regulation which sets forth procurement standards for a State (or
political subdivision thereof) shall not be superseded by the provisions
of this part if such State standards are more stringent than the cor-
responding Federal standards. )

d) For purposes of this section, the term “State regulation” means
a law or regulation of a State or political subdivision thereof.

(e) Any disclosure with respect to energy use, energy efficiency, or
estimated annual operating cost, which is required to be made under
the provisions of this part, shall not.create an express or implied war-
ranty under State or Federal law that such energy efficiency will be
achieved, or that such energy use or estimated annual operating cost
will not be éxceeded, under conditions of actual use;

89 STAT. 927
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i TESTIMONY OoF ';J’.‘HE NA’I.'URAL. itES’OURCES-'- DEFENSE COUNCIL
.By David B, .{sq_ldst-a'in, Ph.D,
.. and David B.. Edelson
I. tody A

The Nétural_Resohrcgs Defense Council (NRPC) is a national
environmenﬁai o;gahizatién with over 62,000 méﬁbers and
contributors. NRDC has been involved in planning for erergy
efficiehcy on the naticnal and state 1eve1.for over a.dozen
years, and has focused throughout that time on obtaining
efficiency improvements from appliances. -

The National Appliance Energy Coﬁservation Act of 1986
represents an achievement unique in thé ﬁistory of our
invblvement in energy: é consensus proposal ;n which a
compromise position acceptable to all parties has been
negotiated. The major proponents of this bill have been on
opposite sides of administrative and judicial disputes for over
ten years. This legislation will resolveé most of the
disagreements and provide the nation with a wide array of
benefits to an extremely broad tange of beneficiaries. .

Supporting it are a broad spectrum of groups that
traditionally have disagreed on major energy planning issues:
environmental and consumer organizations along with appliance
manufacturer and homebuilder organizations; publicly owned and
privately owned utility organizations and their regulators; and
state and regional governmental agencies. Some of the reasons
for this unusually broad base of support are described in Section
II below. The process of arriving at such a compromise is '
degcribed in Section III. Some of the effects of the bill are

presented in Section IV.
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II. Benefits of this Legislation

This bill demonstrates how environmental protection can go
hand in hand withfeconomiC'growth, the creaéicn of new jobs, and
consumer protection. The standards provided expiiciﬁly in the
bill, along with fgture standards that DOE is required to set,
will save money for consumers and businesses, reduce financial
risk for utilities, and reduce the need for fossil fuel
combustion, resulting in significant decreases in pollution.

The standards contained in this bill are estimated by the
American Council for An Energy Efficlency Economy (ACEEE) to save
22,000 megawatts of peak electric power by the year 2000. Thus,
this bill saves the equivalent of one quarter of the capacity of
the entire U.S. nuclear program in only 14 years. Cumulative
energy .savings by the turn of the century exceed 17 quads,
considerably more energy than i; contained in the areas off the
california coast that the Department of Interior is proposing for
oil and gas leasing.

The ACEEE study shows a savings to consumers of over $28
biliion nationwide, or .a cost reduction of over $250 for an
average American family. These savings were calculated
conservatively by subtracting the increased cost of the more
efficient appliances from the direct savings in energy use
multiplied by the average electric, gas or oil prices to
consumers and by accounting for predicted efficiency improvements
in the absence of standards.

Actual savings: are likely to be considerably larger, as
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utilities are able to defer expensive generat;ng_capacity and
avoi@ the need for rate. increases to finance them, Aas an example
of é#ch savings, constructing enough coal capacity to supply ’
22,000 megawatts would cost America utilities some $50 billion, a
construction cost considerably larger than the entire calculated
value of energy savings to consumers,

These reductions in energy use can lead to substantial'
reductions in air pollution. For example, the California Energy
Commission calculated that its refrigerator standards would
reduce emissions of nitrogen oxides by 5% statewide and emissions

of sulfur oxides by 20%. These two pollutants are major
precursors to acid rain. 1If these energy reductions are provided
in the context of acid rain control legislation, they can help
broduce major reductions in the emissions'of'thesa Precursor
pollutants and also reduce the cost of clean up for utilities,
Utilities are a major beneficiary of this bill. Appliance
efficiency standards allow utilities prudently to forecast energy
savings and to reduce power plant construction needs accordingly.
This helps them in two ways. First, it reduces overall
investment requirements, keeping rates lower than they would
otherwise be ang protecting the utilities: financial standing.

Second, it reduces the risk orf over-building ©r under-building
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energy savings. Money saved by consumers on their energy bills
will be spent.on other activities, fostering job creation and
economic growth. Analysis by the California Energy Commission
has shown significant economic multiplier effects from
conservation savings.:..Business also benefits from lower utility
rates and from cost reductions resulting from their own use of
appliances.

Appliance manufacturers benefit from this bill by robtaining
increased certainty in planning their products and by being
protected from a pokential patchwork .of:xstate regulations. Also,
appliance manufacturers will increase their own sales volumes
through the substitution of sales of more efficient (and more
expensive) appliances for current models.

Finally, this legislation helps enhance national security by
reducing the need for energy imports. Projected savings in oil
-and gas, which translate into reductions in oil imports, are
160,000 barrels per day equivalent by the.year 2000,

In sum, everyone wins if this legislation is passed. This
is perhaps why the bill has obtained such a broad base of support
from public interest and business organizations and virtually no

- opposition.

III. A Consensus Approach to Setting Appliance Efficiency
Standards

This bill is a'produét of'negotiations between the Natural
Resources Defense Council and the three major appliance trade
associations and also incérporates the views of states and other

4
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interested parties. These negotiations, extending over several
months, were difficult for all parties.: There were substantial
differences in the opinions and perspectives that the parties
brought to the negotiating table, During the negotiating
process, both sides:gained a greater respect for and
understanding of the needs and problems of the others.

The resulting agreement effected in the legislation is a
compromise., - Both sides benefit from the uniformity of national
regulation: if only half of the states were to adopt standards,
consumer and environmental interests would lose the
predictability of savings in the other states, while
manufacturers would find it more difficult than compiying with
the standard in all 50 states.

The level of standards provided explicitly in the bill
requires.a significant level of product redesign. Table I
displays the percentages of appliance models currently on the
market that must be redesigned to-méet the standards over a
period of 3 to 5 years. The percentages are high, up to 90%.
Despite the extensiveness of redesign involved, appliance
manufacturers believe that the levels of effiqiency are feasible
and practicable.

Energy savings to be expected from the bill are significant.
The magnitude of savings is discussed in Section IV. However,
the standards fall short of achieving the maximum level of
conservation that is technologically feasible and economically

Justified as would be required from DOE under both exisfing law

5
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and this legislation. This-is-ope of the reasons that the
Department of Energy remains in the picture and is required to
set future standards on a firm schedule.

Past DOE (and Qtata) proceedings have been contentious, and
both DOE and state. standards have resulted inevitably in
litigation: The interim stahdards provided in this legislation
eliminate uncertainty and advance the effective date of standards
compared ‘to reliance on .DOE or the states if the legislation were
not enacted.

Manufacturers can begin immediately to redesign their
products to meet known performance targets on fixed dates,
confident that products designed to meet these standards can be
sold nationwide. Utilities and their consumers benefit by being
able to eliminate plans for power plants immediately, without the
need to invest money as a hedge against the risk that DOE might
not set standards at reasonable levels, or that the standards
might not withstand litigation.,

The explicit standards contained in the bill are generally
more stringent than the state standards prevailing at the time of
their effectiveness. . For example, the refriggrator standard
saves about 5% more than the most stringent state standard in
effect in 1990, that of .California. The freezer standard saves
about 15% compared to the California requirement. The furnace
efficiency requirement is significantly more stringent than that
in effect in any state, providing additional energy savings of

10% compared to Califcrnia's furnace efficiency .standards.
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" The only major issue about which participants in the
negotiation could: not agree was the establishment of a national
‘refrigerator/freezer standard based on the 1992 Califérnia
;equirement.' Rather than resoiving.this issue directly, the
legislation basically perpetuates the status quo. It requires -
the Department of Energy to resolve the technical disputes
through 'its rulemaking process, and provides that the existinhg
california standard not be preempted unless DOE acts. (Under
current law, California standards also would not be preempted

unless DOE acts.)

IV. Galculations of Energy Saved By theé Legislation-

This legislation will result in significant savings in
energy ‘consumption by establishing initial energy cornservation
standards for eleven major home appliatices. These appliances
account. for approximately 24% of electricity consumption in the -
United states. Further energy savings will be obtained as DOE
revises the standards according to the schédule ‘and criteria set
forth:in the new Act.:

The effect of the interim standards on national utility
.energy consumption can be computed in a number of different ways:
each method produces a different type Qf ansWer. These differing
types of answers concerning energy savings reflect different ways
of framing the energy‘policy:question. The first, -and most v
simple, summarized in Table II, compares the interim standards

adopted in.this Act with the most stringent existing state

7
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standards and with typical products currently on the mafket. The
right hand column, percentage energy savings, compares the
estimated energy consumption of products that currently comply
with the standards proposed in the Act with the energy
consumption of typical existing appliances. As noted, energy
consumption is generally about 20% lower for products that
currently meet the standards than for average existing products.

- The next level of sophistication is the forecast presented
by the American Council for An Energy Efficienct Economy (ACEEE).
Thig calculation is analogous to that performed by DOE in its
rulemaking., It projects energy consumption with the standards,
and then projects energy consumption in a base case, and
subtracts the difference. .In the base case, it relies on
historic trends of efficiency improvement as well as the
projections of the appliance industry, where these are available.
Energy savings are calculated for appliances sold before the turn
of the century, because further extensions of the computation,
although theoretically more correct (since the standards will
indeed be in effect for more than the rest of the century) become
increasingly meaningless because of the likelihood that DOE will
set more demanding standafds.following the provisions of this Act
in future years.

The results of this calculation are cumulative savings of 17

quads of energy for all appliances sold by the year 2000, and a
reduction in electrical capacity needs of 22,000 megawatts, the

full output of 22 large power plants, or the equivalent in

8
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capacity of one quarter of the entire U.S. nuclear progra.
Present value-savings to consumers, based on national average
utility rates, are $28 ‘billion.or over $250 per household.
Reductions in gas usage from gas appliances ada to 160,000
barrels of oil equivalent per day by the year 20007 further
reductions in oil use from peak electricity. generation can be
anticipated.. - v

A more sophisticated framing of the issue would show a range
of appliance energy consunption forecasts. in the base case, which
would vary.depgnding on the "forecaster's perception of the-
responsiveness of the market, the likelihood of state regulation,
the policy maker's predictions of whether energy prices would
rise or fall, as well as variations in eqonomié?grbwth. In this
base case, the energy forecaster would be confronted with a range
of possible futures for appliance energy consumption:and energy
use in general.

There: is considerable debate over which of the possible base
case projections is most plausible. NRDC has argued in the DOE
proceedings. that the projections of market progress used by DOE,
which are similar to’those employed, in the ACEEE study, are
overly optimistic and understate savings. Unfortunately, there
is no factual basis for accepting any specific base forecast:
the future of energy efficiency is uncertain in the absence of
standards.

With appliance standards, much 6f this uncertainty:can:be

eliminated. All forecasts of energy use must:assume that

9
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appliances use no more energy than provided by the standards.
This results not only in the lower mean forecast, but in less
variation between the high and the low.cases. This is
illustrated by Figure 1, taken from a forecast for the
dcmmonwealth of Massachusetts. The imgact:of this bill falls
eomewherelbetweenlthe Standards l‘and'étandards 2 bands on the
figure. The range of uncerteintflnith the standards is less than
half of the range without them. Such reduction in uncertainty is
a major economic benefit to utilities, exclusive of the other
benefits from direct energy savings. This type of analysis,
performed on a regional, state, or utility basis, provides the
best indication of the value’ of appliance efficiency standards.

The overall benefits of this bill therefore exceed the
numerical estimates computed by a wide margin.

- It .is not common for the government to be able to establish
a policy that helps so many of its citizens and businesses
without there also being "losers". But this legislation offers
economic gains to virtually everyone: to all regions, to
consumers and manufacturers, and to the environment.

NRDC joins with the appliance industry in a growing

coalition to urge passage of this legislation.

10
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Figure 1. ]
Effect of Appliance Standards on Energg Forecasts

‘UNCERTAINTY IN FORECASTS _
OF ELECTRICITY CONSUMPTION IN MASSACHUSETTS
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¥ These are forecasts of end use oonsumption and as suoh-do not inolude transmission and.
distribution losses or reserve margin requirements,
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Table 1: Redesign Requirements of Appliance Standards
in the National Appliance Energy Conservation Act

Appliance Product Cateqory! Percent Redesiqn -
Refrigerators (1) Top-Freszer 89%
“|  Auto Defrast¥
* includes models
with through- Side-Freezer 92%.
the-door ice. Auto Defrost*
Manusl Defrost 42%
Freezers (1) Chest 83%
. B . Upright meaual 87%
Room Air
Conditioners (2) No Reverse Cycls
: -with side louvers :
<6,000 Btu/hr 78%
6 ¢ 7,999 Btu/hr 47% -
8¢ 13,999 Btu/hr 54% -
. ’ 14< 19,999 Btu/hr 80% T
M : : 20,000 Btu/hr < 19%
, Reverse Cycle ’
-with side louvers
No Reverss Cycle
-w/o side louvers
< 6,000 Btushr 0%
6 ¢ 7,999 Btu/hr 45%
. 8¢ 13,999 Btu/hr 5%
! 1 14< 19,999 Btu/hr, 100%
! 20,000 Btu/hr < 0%
Reverse Cycle 0%
~-w/o side louvers ’
Central Air
Conditioners {3)
Split System -~ 90%
Package System 89%
Furnaces (4) 011 Botler . 23%
0il Furnace 38%
Gas Boiler 20%
Gas Furnace 8%

Source:.1) NRDC sort of AHAM 1986 Directory of Certified
. Refrigerators and.Freezers, Edition #2, June, 1986
o 2) NRDC sort of AHAM 1986 Consumer Selection Guids

For Room Air Conditioners
3) AR| 3rd Quarter 1985 Efficiency Statistics, Figure 4
of ARI Submission to M husstts Executive Office of
Energy.Resources, March, 1986, :
4) Sort of GAMA Consumsrs' Directory of Certified Furnace -
and Bofler Efficiency Ratings, October 1985, done by Glenn Reed
Massachusetts Executive Office of Energy Resources..
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S*ATE OF CALIFORNIA-~THE RESOURCES AGENCY . ' GEORGE DEUKMEIIAN, Governor

CALIFORNIA ‘ENERGY COMMISSION
1316 NINTH STREET .
SACRAMENTO, CAUFORNIA” #3814

*Septepberij};lsasz

The Honorable Edward J. Markey
House of Representatives . Lo
2133 Rayburn House Office Building
Washington, D.C. 20515 . .

Dear Congressman ﬁarkéy:

The California Energy cbmmiséicn is pleased to. support the

proposed National Appliance Enexgy Conservation Act of 198s, :

Over the last ten years the CEC'g appliance effidiency standards
have been an important element of californig's'énergy'policyi'
These standards save more energy than any other conservation
program in the State, and are extremely. cost-effective for our
ratepayers. We believe that this bill will achieve similar
' savings .for consumers nationwide. . o .o )
) Wo undérstand that this bill is the result of inténse .
negotiations; and that the explicit trade~off wag national )
standards for stronger preemption of ‘staté standards. than exists
under current law. We have thou ht seriously about the new
exemption eriteria, whicb_sign;g,cantly':edqceslthe gtateg! .
.ability to set standards, ‘and weighed thenm against theé benefit. of
nationvide conservation, We conclude that the trade-off is :
‘worthwhile. - B R . Co T
We balieve that the Legislative History of this bill should
reflsct the -fact that the intent of the bill is to make it [
tpughqr.tor,statés to set standards ‘than under current law, not
that all standards are intended to ‘be precmpted. California is
- willing to ‘dccept the toughés criteria, but féels that' future
circumstances -could warrant:State standards.--Including a
discussion of tha intent of the preemption criteria in*the
Legislative History would ensure that this bill does . not preclude
the possibility of state standards. We’hgvp'attachéd_p:cpqseg
language; : ol oo o
PR . - : N B 2 R N 4
The California Energy Commission looks forward to supporting
.your bill actively .in congress, - . o -

since_

Charles R. Imbrecht
Chairman
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9/3/86 ~ California Energy Commissioh:

PROPOSED LEGISLATIVE HISTORY LANGUAGE '
REGARDING FEDERAL PREEMPTION PROVISIONS

Section 327

This section is designed to proteot the appliance industry
from having to comply with a}patchwork of numerous conflicting
state requifements. It is also designed to ensure that states
can respond with appliance regulations’to substantial and unusual
energy problems, such as high electricity, gas, or heating oil
prices, high dependence on oil (or fuels whose price is tied to
oil) for electricity generation or on out-of-state energy
sources, unusual climatic conditions, or advetse environmental or
health and satety conditions, or adversa environmantal or health
and uafety conditions that can be alleviated by energy
conscrvgtion in appliances. Congress. intends ‘that the s:oretafy
will cirefullj'ccnsidor such potontial benaefits of state or local
regulations and weigh them caretully along with potential burdeno
to tho appliance industry when determining whether to grant
exemptions from Preemption. Congress anticipates.that-states
that have shch energy problems, and that have competently
analyzed the factors called tor in Section 327, will be granted

waivors.
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NEW YORK STATE ENERGY OFFICE ¥ Somas e

September 5, 1986

Honorable Edward Markey

United States House of
Representatives

2133 Rayburn Office Building

Waghington, DC 20515

Re: S.2781/H.R.5465 - A Bill to Amend the Energy Policy and
Conservation Act with respect to Energy Conservation
Standards for Appliances

Dear Congressman Markey:

As you may know, New York State has long favored adoption of national
appliance efficiency standards, as was provided for in Federal legislation
enacted in 1978, The State actively participated in Federal rulemaking
proceedings to establish such standards and joined with others in
successfully challenging in court. the decision of the Department of Energy
(DOE) to adopt "no-standard" standards under existing Federal law.

As you also know, the appliance industry and a number of environmental
organizations led by the Natural Resources Defense Council (NRDC) have
concluded negotiations resulting in a legislative proposal (S.2781/H.R.5465)
to establish national appliance efficiency standards for certain residential
appliances, We have comprehensively reviewed ‘this proposal and are
supportive of it. We believe that this proposal has been made possible, to
a large extent, by the efforts of States like New York in pursuing their own
meaningful standards. We commend you for your sponsorship of this important
national energy legislation.

At thé same time, however, we believe the proposal can be improved in
several important respects, particularly the provisions relating to the
Preemption of more stringent State standards, as discussed below.

The current language of $.2781/H.R.5465 requires that DOE reject any
State petition to retain more stringent State standards if industry can show
that.a State standard will cause a significant burden, or that a proposed
State regulation is likely to result in the unavailability of performance
characteristics, features, sizes, capacity or volumes of affected appliances
generally available within the State, regardless of how compelling a State's
need for such standards may be. We believe the Department of Energy should
be required instead to balance the impacts of such burden and the needs of

' TWO ROCKEFELLER PLAZA e ALBANY, NEW YORK 12223
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" the State in'determining whether to grant the State's petition. Where the
burdens - outweigh the need for a more stringent standard, it is reasonable
for the State regulation to-be preempted; but where the benefits of the
‘State standard exceed the burdens, it should be exempt from preemption.

‘‘We. appreciate- industry's desire to avoid a proliferation of
inconsistent State requirements for their products. However, we believe
there should ‘- remain a reasonable opportunity  for States, in limited
circumstances, to address their particular energy conditions through the
imposition of .more -stringent efficiency standards. We recommerid thérefore

. that ‘§.2781/H.R.5465 be amended to provide for a balarcing of interests in
connection with the waiver process.

Althqugh we are also concerned about the manner in which the
"unavailability" provision may be applied, these concerns could be mitigated
by providing guidance ‘on-its application through legislative history.

A related.problem ragarding the waiver process concerns the timing of
the effective date' of State standards which are the subject of a successful
State petition. The bill would delay the effective date of such standards
‘until three years after the publication of the approval of the petition or
the earliest posgsible effective date for DOE revised standards for that
appliance, whichever is later, In some cases, as with respect to air
conditioners, furnaces and boilers, this would generally preclude a State
. standard- which has been exempted from preemption from becoming effective
until the next century. s

We believe the bill should be amended to provide that the effective
date of a State standard which is granted a waiver be determined on a
case~by~case basgis after considering all the evidence presented 1in
connection swith the State's petition, rather than arbitrarily fixing such
date by statute.®-

I have attached for your consideration proposed language to amend
8.2781/H.R.5465 to 'accomplish these objectives. (Alternative 1.) A small
number of clarifying language changes.are also proposed, as well as an
amendment which would accord 'New York the same treatment as accorded
California with respect to the application of more stringent standards for
refrigerators, refrigerator/freezers, and freezers, provided New York State
enacts or prescribes standards which are the same as those which have been
adopted in California. Also 1included in Alternative 1 is proposed
legislative history language which would provide desirable guidance on such
issues as: the meaning of the terms "significant burden" on the appliance

» *At a minimum, an exception should be provided in connection with the
‘three:year delay in the effective date of a waiver in the case of an energy
emergency. Where such condition exists, which imperils the health, safety
and welfare of a State's residents and cannot be substantially alleviated
through other means, it would be unreasonable to delay the impogition of the
State stahdard.
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industry and the "unavailability” of an -affected product, as used in
connection with DOE's consideration of a State petition for a waiver from
Federal preemption and DOE's consideration of new or amended Federal
standards; and the extent of potential energy savings a new or amended
Federal standard must be able to achieve before DOE is authorized to
prescribe such a standard which is technologically feasible and economically
justified. .

New York is dependent on out-of-state sources for over 90 percent of
the f\iels.‘__consumed in the State, and many New Yorkers pay the highest
electric rates in the nation, Accordingly, it is important that New York
have the ability to establish in a timely fashion State appliance standards
which are necessary or appropriate to address our special energy
circumstances. o

If our proposed amendments .to S.2781/H.R.5465 are not acceptable, then
as an alternative, Congress should provide legislative history that
clarifies its intention that States be given substantial latitude in
adopting and implémenting more stringent State standards where unusual and
compelling energy. conditions exist, . I have included in Alternative 2
- legislative history language which we propose be included in a Committee
- Report in this case to accomplish this and other related objectives.

. In summary, we strongly support the intent and purpose of the ‘proposed
bill.  We Dbelieve, however, that the revisions we are proposing would
provide DOE and the States with greater flexibility to respond to national
needs as well as to unique energy conditions confronting each particular
State, while not imposing any unreasonable hardship on the appliance
industry. e R

If we can 'provide any additional ii'xformation or 'assistance in your
consideration of these issues, please contact my General Counsel, Stanley

Klimberg, at (518) 473-4937.
Cordially, ﬂ ; %E

William D. Cotter
Commissioner

WDC/md
Attachments
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Alternative 1

PROPOSED AMENDMENTS TO S.2781/H.R. 5465

Section ::327. Effect on Other Laws

Object'iv.és:

1.

'1;6: réquire the balancing of unusgal and compelling State energy
conditiions and significant burdens on industry in detemir;ing whether a
waiver from preemption should be granted.

To modify the evidentiary showing required for determining the costs,
benegits, burdens, and reliability of alternative approaches ‘to energy
savings or production under the unusual and compelling State energy
conditions test.

To uncouple the effective date of a waiver fxo;n preemption ‘from the
earliest effective date of a DOE revised standaxd for such product, and
to allow DOE to determine the effective date of such waiver on a
case-by-cdse basis.

To clarify the timing of the application of a DOE withdrawal of a

waiver of preemption.

§327(d) (1) (A) . Any State with a State regulation which provides for any

energy conservation standard or other requirement with respect to energy use

or energy efficiency for any type (or class) of covered product for which a

Federal energy conservation standard is applicable under section 325 may

file a petition with the Secretary requesting a rule that such State

regulation become applicable to such covered product.

- Proposed language additions are underlinéd; éroposed language deletions

are bracketed.

@
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(B) sSubject to paragraphs (2) and [(5)] {6), the Secretary shall,
within the period described in paragraph (2) and after considera‘tion of the
petition and the comments of interested persons, prescribe such rule if the
Secretiary finds (and publishes such findix}g) that the State has established
by a preponderance of the evidence that such State regulation is needed to
meet unusual and compelling State or local energy conditions.

(c) fot purposes of this subsection, the term 'unusual and compelling
State orl local enerl;y conditions' means conditions which--

(1) are substantially different in nature or magnitude than

those prevailing in the United States generally; and
» (ii) are such that the cos:f;s, benefits, burdens, and reliability
of energy savings resixlting from the State requlation makes such
‘regulation preferable dr necessary when measured against the costs,
benefits, burdens, and reliability of alternative approaches to energy
savings or production, incluaing reliance on reasonably predictable
market-induced improvements in efficiency for al} products subject to
the State requlation.

Provided, however, that a State's determination with respect to the factors

described in clause (ii) shall be conclusive if such factors are evaluated

as part of the State's energy plan and forecast and such determination is

not arbitrary or capricious.

(2) The Secretary shall give notice of any petition filed under
paragraph (1) and afford interested persons a reasonable opportunity to make
written comments, inecluding rebuttal comments, thereon. The Secretary
shall', within the six-month period beginning on the date on which any such
petition is filed, deny such petition or prescribe the requested rule,
except that the Secretary may publish a notice in the Fédaral Register

extending such period to a date certain but no longer than one year after
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. the date the petition is filed. .Such notice shall include the reasons for
-delay. I_n» t!je case of any denial of a petition under this subsection, the
Secretary shall publish in the Federal Register notice of such denial and
the réasons for such denial.

{3) [The Secretary may not prescribe a rule under paragraph (2) if]

Except as provided by paragraph (5),  the Secretary shall prescribe the

requested rule unless the Secretary finds (and publishes such finding) that

interested persons have established, by a preponderance of the evidence,
that such State regulation will significantly burden manufacturing,
marketing, distribution, sale, or servicing of affected products on a
national basis. In determining whether to make such finding, the Secretary
shall evaluate all relevant factors, including—-

(A) the - extent to. which the State regulation will increase
manufacturing or distribution costs of affected businesses;

(B). the extent to which the State regulation will disadvantage
smaller ménufactu;ers, distributors, or dealers or lessen competition
in the sale of subject products in. the State; [and]

(C) the extent to which the State regulation would cause a burden
to manufacturers to redesign and produce the subject product type (or
class), taking into consideration the extent to which the regulation,
if applied to the State or to the.entire United States, would result in
a reduction--

(i) in the current models or in the projected availability
of models that could be shipped on the effective date of the
regulation; or

(11), in the current or projected sales volume of .the subject

- product .type.(or .class); and
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(D) the extent to Which the State regulation is likely to
contribute significantly to a proiiferation of incongistent State
appliance efficiency requirements and the cumulative impact such

requirements would have.

(4) Where the Secretary finds that such State regulation will

significantly burden manufacturing, marketing, ‘@istribution, sale, or

sexvicing of affected products on_a national basis, he shall nonetheless

‘ Prescribe the requested rule, except as provided by paragraph (5), if he

finds (and publisheés such finding) that the benefits of the State regulation

in meeting the - unusual and compelling State or local energy conditions

exceed such burdens.

[(4)] (5) The Secretary shall ;xot prescribe a rule pursuant to
paragraphs (1) or (2) if the Secretary finds (and publishes such finding)
that interested persons have established, by “a preponderance of the
evidence, that the State regulation is likely to result in the
unavailability"in the State of any covered product type ({or class) of
performance characteristics (including reliability), features, sizes,
capacities, and volumes that are substant_:ially the same as those generally
available in the State at the time of the Secretary's finding except that
the failure of scme classes (or types) to meet this criterion shall not
affect the Secretary's determination whether to prescribe a rule for other
classes (or types).

[(5}) N6 final rule prescribed by the Secretary pursuant to paragraph
(2} may--

. (A) permit any State regulation covered by such rule to apply to

any covered product manufactured within three years after such rule is

published in the Federal Register or within five years if the Secretary

finds that such additional time is necessai}" due to the substantial
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burdens of retooling, redesign, or distribution needed to comply with
the State regulation; or
(B) apply to a covered product manufactured before the earliest
posaible effective date specified in section 325 for the initial
amendment of the energy conservation Standard established under such
section for tha cove.red Product; except that such rule may apply before
““such date if the Secretary finds (and publighes such £inding) "that the
State haa established, by a Preponderance of the evidence, that-——

(i) because of circumstances not reaéonably foreseeable by
the State, an energy emergency condition exists within the State
which==

(1) imperils the health, safety, and welfare of its
. residents because of the inability of the State or utilities
within the State to pProvide adequate quantities of gas or
alectric energy to its residents at less than prohibitive
.éostsy and
(II) cannot be substantially alleviated by the
importation of enexgy or the use of interconnection
agreements; and

(i1) the State regulation ig necessary to substantially

alleviate such condition.]

(6) In determining the sffective date of a final rule prescribed . by

the SQt:reta_:.x gursuam: to_paragraphs (1) or (2), the Secretag shall take

into consideration ali the evidence presented in connection with a State 8
S————==mon asl the evidence
etition,

[(6)1(7) 1In any case in which a State is issued a rule under paragraph

(1)} with respect to a covered product and subsequently a Federal enexgy

conservation standard concerning such product 18 amended pursuant to section
325, any person subject to such State regulation may file a petition with
the Secretary requesting the Secretary to withdraw the rule issued under
paxagraphs (1} or (2) with respect to such product in such State. The
Secretary shall consider such petition in accordance with the requirements
of paragraphs (1), (3), (and) (4), ana (5) except that the burden shall be
on the petitioner to show by a preponderance of the evidence that the rule
received by the State under Paragraphs (1) or (2) should be withdrawn as a
result of the amendment to the Federal f8tandard, If the Secretary
determines that the petitioner has shown that the rule issued by the State
should be so withdrawn, the Secretary shall withdraw it{.] , but in no event
shall the effective dats of such withdrawval be earlier than the date on

which the amendment to the Federal gnergy conservation standard shall take

sffect,
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Section 325, Energy Conservation Standards

Objective:

To give increased refrigerator/freezer standards that may be adoptéd by

New York similar treatment to that accorded such standards adopted by
California, if the New York standards are the same as the California

standards,

§325(b) (3) (A) (i1) (X)) If the Secretary does not pﬁblish a final rule by

- Januwary 1, 1990} relating to the revision of the energy conservation
standards for refrigerators, refrigerator/freezers and freezers, the

regulations which established standards for such products 4dnd were

promuiqated by the California Energy Commission on December 14, 1984, to be

effective January 1, 1992 (or any amendments to such standards that are not

more stringent than- the standards in the original regulations) and any

standards which are the same as the California standards prescribed or

enécted'by the-State of New York shall apply in California and New York to
such'fproducts; ﬂéffective beginning January i, 1993, and at all times

thereafter, notwithstanding the provisions of subsection (c) of section 327.
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Section 323. Test Procedures
Objective:
To clarify DOE's  authority to amend an energy conservation standard

during the "lock-in" period because of a change in test procedures:.'

§323(e)(2) If the Secretary determines that the amended test procedure
will alter ;:he measured effigiéncy or measured use, the Secretary shall
amend the applicable energy conservation standard during the rulemaking
carried out wi‘\:h respect to such test procedure. In determining the amended
energy conservation standard, the Secretary shall measure, pursuant to the
amended test procedure, the energy efficiency or energy use of a
representative sample of covered products that minimally comply with the
existing standard. The average of such ‘energy efficiency or energy use
levels determined under the amended test p;roceduxe ‘shall constitute the
amended energy éonservation standard “for ‘the applicable covered products.

Any such amended energy conservation standard shall take effect on the same

date as the amended test procedure upon which it is based shall take effect.

(3) Models of covered products in use before the date on wh.ich the
amended energy conservation standard becomes effective (or revisions of such
models that come into use after such date and have the same energy
efficiency or energy use characteristics) that comply with the energy
conservation standard applicable to such covered products on the day before
such date shall b.e deemed to comply with the amended energy conservation

standaxd,

¢4) The Secretary's authority to amend energy conservation standards
under thj.s subsection shall not affect the Secretary's obligation to issue

final rules as described in section 325,

(5) The Secretary's authority to amend energy conservation standards

under this subsection, and the effective date of any such amended ' energy

conservation standard, shall not be affected by any provision of section

325.
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PROPOSED LEGISLATIVE HISTORY LANGUAGE
FOR AN AMENDED S.2781/H.R.5465

Section 327 Effect on Other Laws

Objective:

To clarify the meaning of the terms "significantly burden" industry and
"upnavailability" of an affected ‘appliance product, as used in
connection with the. consideration of a State petition to DOE for a
waiver from Federdl preemption:--

This section is designed to protect the appliance industry from having
to comply with a patchwork of numerous, conflicting and unjustified State
regulations. .It is also designed to ensure that States can address unusual
and compelling energy problems =- such as high electricity, gas, or heating
oil prices, high dependence on oil (or fuels whose price is tied to oil) for
electricity generation or on out-of-State energy sources, unusual climatic
conditions, or adverse environmental or health and safety conditions that
can be alleviated by energy conservation in appliances -- by adopting
appliance efficiency standards.or requirements that are more stringent .than
‘standards or requirements established pursuant to this Act.

In oxder to justify the unusual and compelling interest which a State
has in a regulation that would be subject to preemption under this Act, it
must demonstrate (1) that the energy situation within the State is
substantially different in nature or magnitude from that existing within the

. nation as a whole; and (2) that it reasonably determined, as part of its
overall -energy plan, that the State regulation is preferable to alternative
approaches to energy savings or production, after evaluating the costs,
benefits,. burdens and reliability of energy savings which would result from
such regulation and from the alternative approaches.

The Secretary is required to exempt from preemption a State regulation
where the State has established an unusual and compelling interest, unless
other interested persons have establishéd that such regulation will
significantly burden the appliance industry on a nationwide basis, taking
into account such factors as: the extent of any increased distribution costs
that would occur as a result of the exclusion of certain models of covered
products from the State; the extent of increased manufacturing costs for
retooling or redesigning by manufacturers, where large percentages of
covered products would.otherwise.be excluded from the State; the extent of
any disproportionate adverse impacts on smaller manufacturers, distributors
or dealers; the extent of :the impact of any lessening of any -competition
among manufacturers or dealers able . to sell covered products within - the
State; and the extent to which the State regulation is likely to contribute
gignificantly to a proliferation of conflicting State requirements for such
product.,

In determining whether the burden on industry is significant, Congress
intends that industry. be required to establish convincingly that such
standards would have a very severe impact on the manufacturing, marketing,
distribution; sale or servicing of affected products on a national basis.
Congress does not intend that the elimination of a'number of manufacturers,
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distributors or dealexs from marketing an affected product within a State
shall constitute, on its own, a significant burden. 1If eliminating such
entities: from the State marketplace, however, would result in a significant
reduction in competition on a national basis, the State standard may not be
justified, .

Similarly, Congress recognizes that the existence of a more stringent
State standard will cause some increase in distribution costs in most cases,
and may cause increases in manufacturing costs in order to enable certain
T manufacturers - to'- cofitinue to compete . effectively within the State
marketplace. Congress does not intend that such increased costs shall
-constitute ‘a significant burden, however, -unless they would constitute a
significant increase in the total manufacturing and distribution costs, on a
nationwide basis, for such affected product,

Even where the Secretary finds that a State standard will significantly
burden the industry, he shall exempt such standard from preemption, if he
finds that its benefits in meeting the State's unusual and compelling energy
interests exceeds such burdens. .

The Secretary is prohibited, -however, from exempting a State standard
from preeinption to the extent that he finds that such standard is likely to
‘result in the unavailability within the State of certain products, i.e. that
-1t would eliminate the possibility of manufacturing or marketing a product
with specific performance characteristics, features, sizes or other physical
attributes which are then generally ‘available in the State. Congress
intends that such finding will rest upon a showing that it is not
technologically feasible or ‘economically justifiable to manufacture and
market product models which could comply with the State reqgulation and still
incorporate specific performance characteristics, features, sizes or other
‘physical ‘attributes substaritially the same as that available in the State at
the -time of the' Secretary's ruling, By the effective date of such ruling,.
To the extent that.such finding is made,.the Secretary shall not prescribe
the requested rule with respect to product models with such performance
characteristics, features, sizes or other physical attributes; such finding,
however, shall not affect the Secretary's authority to delay the effective
date of the requested rule with respect to such product models, or to
prescribe the requested rule with respect to other classes of such product,
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One Nundred Tenth Congress
of the
Rnited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Thursday,
the fourth day of January, two thousand and seven

An Act

To move the United States toward greater energy independence and security, to
increase the production of clean renewable fuels, to protect consumers, to increase
the efficiency of products, buildings, and vehicles, to promote research on and
deploy greenhouse gas capture and storage options, and to improve the energy
performance of the Federal Government, and for other purposes.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the “Energy
Independence and Security Act of 2007”,

(b) TABLE OF CONTENTS.—The table of contents of this Act
is as follows:

Sec. 1. Short title; table of contents.
Sec. 2. Definitions.
Sec. 3. Relationship to other law.

TITLE I—-ENERGY SECURITY THROUGH IMPROVED VEHICLE FUEL
ECONOMY

Subtitle A—Increased Corporate Average Fuel Economy Standards

Sec. 101. Short title.

Sec. 102, Avlerage fuel economy standards for automobiles and certain other vehi-
cles.

Sec. 103. Definitions.

Sec. 104. Credit trading program.

Sec. 105. Consumer information.

Sec. 106. Continued applicability of existing standards.

Sec. 107. National Academy of Sciences studies.

Sec. 108, National Academy of Sciences study of medium-duty and heavy-duty
truck fuel economy.

Sec. 109. Extension of flexible fuel vehicle credit program.

Sec. 110. Periodic review of accuracy of fuel economy labeling procedures.

Sec. 111. Consumer tire information.

Sec. 112. Use of civil penalties for research and development.

Sec. 113. Exemption from separate calculation requirement.

Subtitle B—Improved Vehicle Technology

Sec. 131. Transportation electrification.

Sec. 132. Domestic manufacturing conversion grant program.

Sec. 133. Inclusion of electric drive in Energy Policy Act of 1992,

Sec. 134. Loan guarantees for fuel-efficient automobile parts manufacturers.
Sec. 135. Advanced battery loan guarantee program.

rSec. 136. Advanced technology vehicles manufacturing incentive program.

Subtitle C—Federal Vehicle Fleets

Sec. 141. Federal vehicle fleets.
Sec. 142. Federal fleet conservation requirements.
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not be used to determine compliance with product stand-
ards established prior to the adoption of the amended test
procedures.

%(3) INCORPORATION INTO STANDARD.—

“(A) IN GENERAL.—Subject to subparagraph (B), based
on the test procedures required under paragraph (2), any
final rule establishing or revising a standard for a covered
product, adopted after July 1, 2010, shall incorporate
standby mode and off mode energy use into a single
amended or new standard, pursuant to subsection (o), if
feasible.

“(B) SEPARATE STANDARDS.—If not feasible, the Sec-
retary shall prescribe within the final rule a separate
standard for standby mode and off mode energy consump-
tion, if justified under subsection (0).”; and
(4) in paragraph (2) of subsection (hh) (as redesignated

by paragraph (2)), by striking “(ff)” each place it appears and
inserting “(gg)”.

SEC. 311. ENERGY STANDARDS FOR HOME APPLIANCES.
(a) APPLIANCES.—

(1) DEHUMIDIFIERS.—Section 325(cc) of the Energy Policy

and Conservation Act (42 U.S.C. 6295(cc)) is amended by
striking paragraph (2) and inserting the following:

“(2) DEHUMIDIFIERS MANUFACTURED ON OR AFTER OCTOBER

1, 2012.—Dehumidifiers manufactured on or after October 1,
2012, shall have an Energy Factor that meets or exceeds the
following values:

“Product Capacity (pints/day): Minimum Energy
Factor (liters/

kWh)

UPp 10 35.00 coviiviiiiimisisnimsesreiisesesisssesasnssmssssnee 1.35

35.01-45.00 ..voviiriiiriiiminrinineneniieescsseses e 1.50

45.01-54.00 . 1.60

54.01-75.00 .cvcreevierecrerrmnrimrisinesssssssinmasiissssessessmeaseses 1.70

Greater than 75.00 ......ccvvininvcnsinnenncinne 2.5.”.

(2) RESIDENTIAL CLOTHES WASHERS AND RESIDENTIAL DISH-

WASHERS.—Section 325(g) of the Energy Policy and Conserva-
tion Act (42 U.S.C. 6295(g)) is amended by adding at the
end the following:

“(9) RESIDENTIAL CLOTHES WASHERS MANUFACTURED ON OR

AFTER JANUARY 1, 2011.—

“(A) IN GENERAL—A top-loading or front-loading
standard-size residential clothes washer manufactured on
or after January 1, 2011, shall have—

d“(i) a Modified Energy Factor of at least 1.26;
an
“(ii) a water factor of not more than 9.5.

“(B) AMENDMENT OF STANDARDS.—

“G) IN GENERAL.—Not later than December 31,

2011, the Secretary shall publish a final rule deter-

mining whether to amend the standards in effect for

gl(t)){lsles washers manufactured on or after January 1,
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“(ii) AMENDED STANDARDS.—The final rule shall
contain any amended standards.

“(10) RESIDENTIAL DISHWASHERS MANUFACTURED ON OR
AFTER JANUARY 1, 2010.—

“(A) IN GENERAL.—A dishwasher manufactured on or
after January 1, 2010, shall—

“1) for a standard size dishwasher not exceed 355
kWh/year and 6.5 gallons per cycle; and

“(ii) for a compact size dishwasher not exceed 260
kWh/year and 4.5 gallons per cycle.

“(B) AMENDMENT OF STANDARDS.—

“i) IN GENERAL.—Not later than January 1, 2015,
the Secretary shall publish a final rule determining
whether to amend the standards for dishwashers
manufactured on or after January 1, 2018.

“(ii) AMENDED STANDARDS.—The final rule shall
contain any amended standards.”.

(3) REFRIGERATORS AND FREEZERS.—Section 325(b) of the
Energy Policy and Conservation Act (42 U.S.C. 6295(b)) is
amended by adding at the end the following:

“(4) REFRIGERATORS AND FREEZERS MANUFACTURED ON OR
AFTER JANUARY 1, 2014.—

“(A) IN GENERAL.—Not later than December 31, 2010,
the Secretary shall publish a final rule determining
whether to amend the standards in effect for refrigerators,
refrigerator-freezers, and freezers manufactured on or after
January 1, 2014,

“(B) AMENDED STANDARDS.—The final rule shall con-
tain any amended standards.”.

(b) ENERGY STAR.—Section 324A(dX2) of the Energy Policy
and Conservation Act (42 U.S.C. 6294a(d)(2)) is amended by striking
“January 1, 2010” and inserting “July 1, 2009”.

SEC. 312. WALK-IN COOLERS AND WALK-IN FREEZERS.

(a) DEFINITIONS.—Section 340 of the Energy Policy and Con-
servation Act (42 U.S.C. 6311) is amended—
(1) in paragraph (1)—
(A) by redesignating subparagraphs (G) through (K)
as subparagraphs (H) through (L), respectively; and
(B) by inserting after subparagraph (F) the following:
“G) Walk-in coolers and walk-in freezers.”;
(2) by redesignating paragraphs (20) and (21) as paragraphs
(21) and (22), respectively; and
(3) by inserting after paragraph (19) the following:
“(20) WALK-IN COOLER; WALK-IN FREEZER.—
“(A) IN GENERAL.—The terms ‘walk-in cooler’ and ‘walk-
in freezer mean an enclosed storage space refrigerated
to temperatures, respectively, above, and at or below 32
degrees Fahrenheit that can be walked into, and has a
total chilled storage area of less than 3,000 square feet.
“B) ExcLUSION.—The terms ‘walk-in cooler’ and ‘walk-
in freezer’ do not include products designed and marketed
exclusively for medical, scientific, or research purposes.”.
(b) STANDARDS.—Section 342 of the Energy Policy and Con-
servation Act (42 U.S.C. 6313) is amended by adding at the end
the following:
“(f) WALK-IN COOLERS AND WALK-IN FREEZERS.—







Agreement on Minimum Federal Efficiency Standards,
Energy Star Qualifving Levels, Federal Tax Credits and
Related Matters for Specified Appliances

THIS AGREEMENT memorializes the commitments made by the undersigned
representatives of the organizations (the “Joint Stakeholders™) regarding the enactment of
minimum federal energy efficiency standards legislation for specific appliances by the
U.S. Congress (“Congress”); the establishment by the Department of Energy (“DOE”) of
Energy Star qualifying levels for specified products; the adoption of legislation for
manufacturer tax credits for specified products, and other related matters such as
preemption. '

1. The Joint Stakeholders will jointly submit to Congress the agreement set
forth in Attachment I and mutually agreed to legislative or additional language which
would (a) require the Department to establish minimum federal energy efficiency
standards and/or rulemakings for the appliances described in Attachment I; (b) enable the
Department to set Energy Star qualifying levels or take the actions specified in
Attachment I; (c) extend the existing federal manufacturer tax credits for specified
appliances as stated in Attachment I; and (d) include other provisions as specified in
Attachment I.

2. The Stakeholders will:

a. Support in good faith and proactively the adoption by federal law or regulation of
the standards, related regulatory measures, including preemption, Energy Star
levels and tax credits stated in Attachment I and will oppose any federal laws or
regulations to the contrary.

b. Not support and will oppose the enactment into state or local law or regulation of
any energy or water standards for residential clothes washers, residential
dishwashers, and dehumidifiers. It is recognized that California has routinely
adopted the federal energy standards as state standards and this commitment to
not support/oppose does not apply to California adoption of federal standards.
This commitment to not support/oppose includes non-federal standards sought
under the waiver of federal preemption provisions provided for in the U.S. Code,
except that it does not apply to the California Energy Commission’s petition for a
waiver for state clothes washer water efficiency standards originally filed in 2005
and any judicial and administrative appeals of said Fetition, including re-filing a
modified petition with U.S. Department of Energy.

' While all signatories agree with the policy in this paragraph, any signatory that does not ordinarily and
customarily take positions on public policy issues within a state or local context is not bound to participate
in such activities by virtue of this paragraph.



This paragraph (the “Standstill Agreement”) expires when this overall agreement expires
(12/31/2008).

However, if federal legislation, as described in paragraph 1 and included in Attachment I,
has not been enacted by 12/31/2008 this agreement expires, but if the signatories to this
agreement have, in good faith, engaged in activities to enact such legislation, then the
Joint Stakeholders agree to consider the continuation of the Standstill Agreement. Any
such continuation would be undertaken by an affirmative decision of the signatories.

3. The stakeholders shall submit a joint recommendation to the Department for
revised Energy Star levels as described in Attachment I. The letter recommending these
levels is part of this agreement and is included as Attachment II.

4. Any filings, proposals or responses to DOE notices shall be consistent
with this Agreement and the parties shall file rulemaking petitions, file comments or take
other actions with DOE or other regulatory agencies consistent with Attachment I.

5. The Joint Stakeholders agree to cooperate with each other in the
preparation of press releases and public statements in support of the federal standards, the
proposed legislation, the Department’s rulemaking, the Energy Star revisions and the tax
credits.

6. The Joint Stakeholders agree to support and cooperate with each other to
obtain passage of the legislation described in Paragraph 1 and in Attachment I, including
advocacy in Congress and to the Administration.

7. The Joint Stakeholders agree to consult with and obtain consent from all
parties before supporting, advocating or agreeing to changes in the legislation. Such
consent will not unreasonably be withheld.

8. The Joint Stakeholders agree that once enacted, they will take no action to
overturn or revise the specific legislative proposals envisioned by paragraph 1 of this
Agreement.

9. The Joint Stakeholders agree to jointly petition DOE and the Federal
District Court in State of New York v. Bodman to add to the Court Order the rulemakings
referenced in Attachment I for residential clotheswashers, commercial clotheswashers,
residential dishwasher and refrigerator/freezer rulemaking.

10.  The Joint Stakeholders agree to implement the commitments made in this
Agreement individually or in groups. Each Joint Stakeholder will respond in good faith
to reasonable requests by other Joint Stakeholders for joint implementation of any of
these commitments.



11.  This Agreement is hereby agreed to, in counterparts, by the undersigned
Joint Stakeholders. This Agreement binds the undersigned Joint Stakeholders, their
employees, their agents, and any successors and will take effect when all signatures are
affixed. This agreement applies until December 31, 2008 except that paragraph 8 is not
time limited and the Joint Signatories agree not to seek a waiver from federal preemption
except as provided for in paragraph 2, if at all, any earlier than December 31, 2008.

12.  Nothing in this Agreement is intended to inhibit in any way efforts by
individual stakeholders to research, develop, or market products to standards that differ
from those contemplated by this Agreement, provided such products are in compliance
with applicable laws and regulations. Nothing in this Agreement is intended to direct any
technical or product design approach to achieving efficiency standards and the parties
shall not take any act to establish any such common approach.

(Agreement reached: March 20, 2007; signatures affixed to written agreement; August 2,
2007.)

Joint Stakeholders
AP fu— (.,,(/L»zﬂ:_
Kateri Callahan Joseph Maguire
President President
Alliance to Save Energy Association of Home Appliance
Manufacturers

William Prindle Tom Thompson
Acting Executive Director Vice President of Engineering
American Council for an Energy-Efficient Electrolux

Economy
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Tom Curtis
Deputy Executive Director

for Government Affairs
American Water Works Association
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Andrew deLaski
Executive Director
Appliance Standards Awareness Project

Diane VanDe Hei
Executive Director

Association of Metropolitan Water Agencies
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Mary Ann Dickinson
Executive Director

California Urban Water Conservation Council -

G g

Lynn S. Pendergrass
President and CEO
GE Consumer & Industrial, Americas

John Herrington
President

Digital Appliances

LG Electronics USA, Inc.

Vard d df

David L. Swift
President
Whirlpool North America
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David B. Goldstein
Energy Program Co-Director

Natural Resources Defense Council
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Steven L. Crow
Executive Director
Northwest Power and Conservation Council

e

Susan E. Coakley
Executive Director
Northeast Energy Efficiency Partnerships

Jorge Carrasco
Superintendent
Seattle City Light

Chuck Clarke
Director
Seattle Public Utilities

M e

Mike Hein
City Manager
Tucson, Arizona







APPLIANCE INDUSTRY JOINS ENERGY, WATER EFFICIENCY
ORGANIZATIONS TO ANNOUNCE AGREEMENT FOR NEW MINIMUM
EFFICIENCY STANDARDS, UPDATED ENERGY STAR LEVELS, AND
ENERGY-EFFICIENCY TAX CREDITS

For further information contact:

Ronnie Kweller (Alliance) 202-530-2203
Glee Murray (ACEEE) 202-429-0063
Andrew Delaski (ASAP) 617-515-7755

Ed Osann (Water efficiency) 301-535-4013

FOR IMMEDIATE RELEASE
May 1, 2007

Washington, D.C. — Major home appliance manufacturers, their trade organization, and a nationwide
coalition of energy and water efficiency supporters announced an historic agreement today that will
establish new mandatory federal energy and water efficiency standards, recommendations for new
ENERGY STAR levels, and manufacturer tax credits for the production of super-efficient clothes washers,
dishwashers, refrigerators, and dehumidifiers.

The agreement, which seeks legislation for appliance efficiency standards and tax credits, represents
significant energy and water savings for U.S. consumers. According to an analysis conducted for the U.S.
Department of Energy (DOE), which supported the negotiations, the agreement will result in a savings of
up to 3.3 quadrillion btus (quads) of energy and nearly 11 million acre feet (3.6 trillion gallons) of water
over about 30 years. (Eleven million acre feet is enough to meet the needs of about 44 million people for
one year; and 3.3 quads is enough energy to meet the needs of about 15 percent of the U.S. population
for one year.) Consumers will benefit from a savings of up to $14.7 billion in cumulative utility bill
reductions.

The agreement, when combined with additional appliance efficiency standards for refrigerators and
clothes washers, couid increase total 30-year savings to nearly 15 quads of energy and 68 miliion acre
feet of water. The specific efficiency levels for refrigerators and clothes washers will be determined by
DOE and will depend on cost-benefit and other analyses. Total cumulative utility bill savings could be as
high as $68 billion. (68 million acre feet would meet the annual water needs of about 272 million people;
15 quads would meet one year's energy needs for about 70 percent of the U.S. population.)

Key features of the agreement include:

e The first-ever national minimum water efficiency standards for residential clothes washers and
dishwashers.

¢ Required DOE rulemakings to determine new minimum efficiency standards for refrigerators and
clothes washers; they must be compieted no later than December 31, 2010 and December 31,
2011, respectively.

e Aggressive production tax credits to spur market share growth for the most energy-efficient
refrigerators, residential and commercial clothes washers, residential dishwashers, and
dehumidifiers.

¢ Recommendations for revised ENERGY STAR levels, including water efficiency for residential
and commercial clothes washers and dishwashers.



"This accord represents a landmark consensus agreement between industry and energy and water
advocates to increase the energy and water efficiency of many home appliance products. Through
stringent new mandatory federal efficiency standards and tax credits that will incentivize manufacturers to
produce super-efficient products, this agreement will help transform the market for efficient home
appliances and have a lasting effect on national energy and water use. It also affirms the importance of a
federal role in regulating the energy and water use of appliance products,” said Joseph M. McGuire,
president, Association of Home Appliance Manufacturers.

“The Alliance to Save Energy is proud to be part of the forward-looking coalition of manufacturers and
efficiency advocates whose landmark agreement on higher energy and water efficiency standards, as
well as tax incentives to make major appliances more affordable, will save consumers energy and money
and help curb the poliuting emissions that contribute to climate change,” said Alliance to Save Energy
President Kateri Callahan. “Minimum efficiency standards pay dividends for years to come by establishing
base energy-efficiency levels for newly manufactured products and by locking in savings for the
considerable lifespan of products such as clothes washers and dishwashers. They also push the U.S.
economy, on a continuing basis, towards greater energy efficiency.”

“This agreement shows how to move energy policy forward in this country,” said David B. Goldstein,
NRDC Energy Program director. The nation needs:

+« Minimum standards to assure consumers are protected from high energy costs and that
unnecessary greenhouse gas pollution is not emitted,;

e Expanded use of the ENERGY STAR program, which shows consumers how they can do better
than minimum standards; and

¢ Tax incentives to commercialize the most advanced technologies.

“This agreement paves the way for this policy to be implemented for a number of important energy- and
water-using appliances.”

“Linking water efficiency to ENERGY STAR requirements and national minimum efficiency standards for
residential clothes washers and dishwashers is an important step in empowering America’s consumers to
make strong, positive advances in water conservation. The drinking water utilities of the Association of
Metropolitan Water Agencies actively promote sensible water use, both for water resource management
and to mitigate the need for costly infrastructure expansion. We see today’'s agreement as major progress
toward a sustainable water future,” said Diane VanDe Hei, executive director, Association of Metropolitan
Water Agencies (AMWA).

“This agreement continues a decade of progress in consensus agreements on home appliances. Just
seven years ago, we negotiated a major increase in clothes washer standards that took affect this year;
the new agreement shows that substantial further progress is already occurring. The agreement
demonstrates the importance of continuing dialogue between manufacturers and advocates to keep
accelerating technology innovation; meeting the climate challenge requires us to do no less,” said William
Prindle, executive director, American Council for an Energy-Efficient Economy.

“California is pleased to see the improved efficiency standards under this agreement. Water and energy
efficiency are key statewide initiatives for us as we move forward to address water shortage, energy
shortage, and climate change impacts. This positive forward movement in national appliance efficiency is
welcome,” said Mary Ann Dickinson, executive director, California Urban Water Conservation Council.

“As an organization that has worked over the last five years on promoting appliance standards at the
state level in the Northeast, we're very pleased to see consensus develop that will create these important
standards at the national level,” noted Susan Coakley, executive director of Northeast Energy Efficiency
Partnerships (NEEP). “Efficiency standards represent one of the least costly yet most effective means of
meeting our energy needs, while saving consumers money and conserving our natural resources. We're



very pleased to have been part of the development of this consensus and look forward to continuing to
work with all parties involved to keep efficiency standards at the top of our national policy agenda.”

“As a thriving desert community, the City of Tucson has been actively promoting water efficiency for
decades,” states Mike Hein, city manager of Tucson, Ariz. “Our successes in this area have been
significant, but we recognize that the future sustainability of our community demands that we achieve
even greater efficiencies in both water and energy usage. We are grateful to have been given the
opportunity to play a role in the development of this agreement and fully support its goals. We sincerely
look forward to achieving the significant water and energy savings that these new standards, ENERGY
STAR levels, and tax incentives will make possible.”

“We all play a role in the stewardship of our community water supplies,” said American Water Works
Association Executive Director Jack Hoffbuhr. “This agreement will help water providers manage their
resource as demands continue to grow in the future.”

“Our aggressive 25-year pursuit of energy efficiency in the Pacific Northwest has helped to maintain the
livability of the region during a time of tremendous change and growth,” said Tom Karier, chair of the
Northwest Power and Conservation Council. "Not only has it lowered electricity costs, saving electricity
consumers more than $1.25 billion each year, it also lowers annual carbon emissions in the Northwest by
about 13 million tons. Energy efficiency is the Northwest's least cost, least risk energy resource, and | am
pleased to support this agreement that will help spread the efficiency revolution to every other region in
the country.”

Other signatories to the agreement include Whirlpool, General Electric, Electrolux, LG, the Appliance
Standards Awareness Project, Seattle City Light, and Seattle Public Utilities.





