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July 22, 2010
Honorable Cathy Zoi 
Assistant Secretary for Energy Efficiency and Renewable Energy   
U.S. Department of Energy
1000 Independence Ave, SW
Washington, DC 20585-0121

Subject:  Energy Conservation Standards for Residential Furnaces Docket Number EE-2009-BT-STD-0022

Dear Assistant Secretary Zoi:

The American Gas Association (AGA) and the American Public Gas Association (APGA) represent natural gas utilities. AGA, APGA and the organizations’ members recognize the importance of energy efficiency measures. Our natural gas customers are leading the way on carbon reductions and energy efficiency.  In fact, since 1970, despite a 70 percent increase in the number of natural gas homes, both residential consumption of natural gas and greenhouse gas emissions over that time period have remained essentially flat.  This is due to the fact that natural gas utilities and their customers have worked together to cut gas consumption and reduce carbon emissions per household by 40 percent.  

We, therefore, urge you to not adopt the proposed furnace standards recommended to the Department of Energy (DOE) by manufacturers and energy efficiency groups in a “joint agreement” without further analysis.  To ensure a transparent and objective minimum energy efficiency standard and to avoid unintended negative consequences on both consumers and energy use, we instead urge the DOE to take its normal analytical approach using the DOE rulemaking process that collects additional detailed data provided by all of the stakeholders, including those concerned with consumer impacts.
The proposed standards would create a northern regional standard of 90 percent Annual Fuel Utilization Efficiency (AFUE) for natural gas furnaces, which could impose a costly replacement mandate on key consumer groups in the 30 affected northern states. In addition, those standards could potentially cause safety hazards for consumers who, because of the high incremental cost of converting to high AFUE furnaces, may not undertake needed furnace venting upgrades. 


In order to comply with the proposed regional furnace standard, some consumers would be forced to spend $1,500 to $2,000 in additional installation and venting costs associated with the 90 percent furnace that would not be incurred if the 80% AFUE furnace option were available. There would likely be additional costs incurred to properly vent the remaining, or orphan gas water heater.  In 2007, DOE estimated that cost savings over the life of the 90 percent AFUE gas furnace in the northern states would be $178, with 23 percent of consumers experiencing a “net cost,” 47 percent of consumers experiencing “no impact” and only 31 percent of consumers experiencing a “net benefit.”  We believe that DOE’s methodology is incomplete because it calculated the new construction and replacement installation costs together, rather than as separate markets. As a result of averaging the costs and installation types across new housing and the replacement markets, DOE’s analysis for the regional case uses installation costs of only $717 and $974 for gas furnaces.  We estimate that these costs can range as high as $1,500 to $2,000.  By substituting our estimates, the number of consumers who would experience a “net cost” could increase significantly, as could the number of consumers who would go from a “net benefit” to “no impact.”  We are concerned that by adopting this standard without conducting a complete analysis, a complete understanding of installation costs will not be developed and considered.  
According to DOE, nearly 65 percent of natural gas furnaces, about 28 million natural gas furnaces, are 80 percent AFUE.  The remaining 35 percent are already 90 percent AFUE or higher. However, almost 70 percent of all furnace shipments in the top 11 “furnace market” states in the North are 90 percent AFUE, indicating that there is a significant trend toward higher efficiency gas furnaces even without a mandate. 
 We believe that the organizations that submitted the “joint agreement” have greatly underestimated this trend toward higher furnace efficiency, which is motivated by market forces in which installation costs are fully considered in decisions to replace furnaces with higher AFUE models.

We urge DOE to set aside the proposed furnace standards in the joint agreement and to proceed accordingly with its rulemaking, considering all the facts and how they ultimately impact consumers and meaningful energy efficiency improvements.
Sincerely,

AGL Resources Inc., Atlanta, GA



Atmos Energy Corporation, Dallas, TX
Baltimore Gas and Electric Company, Baltimore, MD
BGE Home, Baltimore, MD
Black Hills Corporation, Rapid City, SD
Borough of Chambersburg, Chambersburg, PA 
City of Rocky Mount, Rocky Mount, NC

Clarke-Mobile Counties Gas District, Jackson, AL

Clearwater Gas System, Clearwater, FL
CMS Energy Corporation, Jackson, MI
Constellation Energy Group, Baltimore, MD
Corinth Gas & Water Department, Corinth, MS

Energy Services of Pensacola, Pensacola, FL

Huntsville Utilities, Huntsville, AL

Integrys Energy Group, Chicago, IL
Jefferson-Cocke County Utility District, Newport, TN

The Laclede Group, Inc., St. Louis, MO
Metropolitan Utilities District, Omaha, NE

Middle Tennessee Natural Gas Utility District, Smithville, TN

Municipal Gas Authority of Georgia, Kennesaw, GA

National Fuel Gas Company, Williamsville, NY
NiSource Inc., Merrillville, IN
Oak Ridge Utility District, Oak Ridge, TN

Okaloosa Gas District, Okaloosa, FL 
Piedmont Natural Gas Company, Inc., Charlotte, NC
Puget Sound Energy, Seattle, WA
Richmond Department of Public Utilities, Richmond, VA

Vectren Corporation, Evansville, IN
Washington Gas Light Company, Washington, DC
Winfield Gas Utility, Winfield, KS
� Technical Support Document: Energy Efficiency Program for Consumer Products: Energy Conservation Standards for Residential Furnaces and Boilers, 2007. Chapters 8, 10 and 11. �HYPERLINK "http://www1.eere.energy.gov/buildings/appliance_standards/residential/fb_tsd_0907.html"�http://www1.eere.energy.gov/buildings/appliance_standards/residential/fb_tsd_0907.html�


