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Introduction

The American Public Gas Association (APGA) is the national association for publicly-owned natural gas distribution systems.  There are approximately 1,000 public gas systems in 36 states and over 720 of these systems are APGA members.  Publicly-owned gas systems are not-for-profit, retail distribution entities owned by, and accountable to, the citizens they serve.  They include municipal gas distribution systems, public utility districts, county districts, and other public agencies that have natural gas distribution facilities.

In the subject Docket, EERE request comments on its Rulemaking Analysis Plan (RAP) that proposes, in part, to require 90% AFUE minimum efficiency non-weatherized gas furnaces in twenty-nine (29) northern region states (affected states) under authority of the Title III of the Energy Policy and Conservation Act (EPCA).  
The EPCA provides criteria for prescribing amended standards for furnaces i.e., standards must be designed to achieve the maximum improvement in energy efficiency that is technologically feasible and economically justified. (42 U.S.C. 6295(o)(2)(A)).  Further, any final rule on amended furnace standards promulgated under EPCA must be supported by substantial evidence.
 
A final rule on amended furnace standards is required by May 1, 2011.  The RAP asks views on combining analyses of furnaces, furnace fans and air conditioners and heat pumps.  If combining analyses is pursued, DOE would be required to publish the combined final rule by May 1, 2011. 
In moving toward a final rule on amended furnace standards, APGA urges DOE to keep in mind its substantial evidence obligation under the EPCA and, by necessity, the benefits of encouraging and supporting the direct use of natural gas and residential appliances powered by natural gas.  Directly using natural gas for heating, water heating, cooking and other applications is its most efficient and environmentally friendly use because natural gas from the wellhead to the burner tip loses only about 10% of its usable energy.  By contrast, converting a fossil fuel such as natural gas or coal into electricity to power the same end-use heating and cooking applications, results in a loss of almost two-thirds of the useable energy.

DOE action that inadvertently or otherwise incentivizes one fuel over another is bad public policy. While federal policies may not recognize the benefits of the direct-use of natural gas, consumers do and they readily realize such benefits when the market’s playing field is level.  A final rule on gas furnaces must not tilt the field against natural gas appliances.  

In June 2009, APGA, the Interstate Natural Gas Association of America and others released a study conducted by the Gas Technology Institute (GTI) entitled “Validation of Direct Natural Gas Use to Reduce CO2 Emissions”. A copy of the study can be viewed at http://www.apgarf.org/files/public/GTIreport.pdf
The study analyzed the benefits of increased direct use of natural gas as a cost-effective means to increase full fuel cycle energy efficiency and reduce greenhouse gas emissions.  Using the National Energy Modeling System (NEMS), the study concluded that the increased direct use of natural gas will reduce primary energy consumption, consumer energy costs, and national CO2 emissions.   Increasing direct use of natural gas is clearly a win-win for U.S. environmental and energy policy.
This RAP on furnaces is also evidence of the development of a process by which specific energy sectors will be asked to make reductions in C02 emissions.  A superior approach is to consider energy use holistically…ensuring the most economical and practical methods are employed.  This can result in dramatic reductions in U.S. CO2 emissions and energy consumption.
APGA looks forward to fully participating in NOPR and Final rule stages of this docket.  
General Comments:

· While APGA can appreciate the efficiencies of a combined rulemaking, we cannot now support DOE moving away from three separate rulemakings for furnaces, furnace fans and air conditioners and heat pumps. 

· Without much greater detail and analysis, APGA cannot not now offer comment on a DOE enforcement program for regional gas furnace standards and how such a program would increase compliance and other costs.

· DOE should not proceed to a direct final rule requiring 90% AFUE minimum efficiency in the affected states.  Instead, DOE needs to first proceed with analysis of the “technological feasibility and economic justification” of the proposal consistent with its statutory requirements.
· Consumer benefits in the replacement market represent significant uncertainties in the “economic justification” of the proposal.
· DOE should proceed with separate analysis of new construction and replacement markets for non-weatherized furnaces in the affected states.  Separate analysis should not be legally precluded and will add to the “transparency and robustness” of DOE’s analysis supporting a final rule.  

· Estimates for energy savings, high efficiency furnace subsidies, and increased repair over replacement of lower efficiency furnaces, are uncertain and likely to be over-estimated by DOE and Consensus Agreement signatories.
· It is likely that the installation cost adders cited below will continue to impose disincentives for installation of Category IV furnaces and place practical limits on their economic justification.
· Where installation adders make 90%+ AFUE furnaces uneconomic, repair of existing, lower efficiency furnaces will remain a viable and economic consumer option, including replacement of heat exchangers, which was previously seen as a criterion for replacement. 

· A rule requiring 90% AFUE minimum efficiency in the affected states will incentivize installation of electric resistance central heat.  That should not be the result of DOE rulemaking, favoring electricity over natural gas.  DOE has chosen not to address increased efficiency of electric heating systems in this rulemaking.  EIA 2000 data shows 12% of households in Massachusetts are heated with electricity.  The likelihood of replacement of gas heating systems with electric systems cannot be ignored in DOE’s analysis. 
· Home occupants with central air conditioning have the option to change heating systems to heat pumps.  This alternative to higher efficiency gas furnaces needs to be fully assessed by DOE.  This was not done in the previous >5,000 HDD LCC analysis.  

Specific Comments on Non-Weatherized Furnaces:
· APGA urges DOE to revise its 2007 analysis of >5,000 HDD furnace installations to separately analyze life-cycle cost (LCC) savings in the furnace replacement and new construction markets. DOE’s LCC analysis for >5,000 installations suggest requiring 90% AFUE minimum efficiency may not be economically justified in the replacement market.
· DOE’s national and >5,000 HDD LCC analyses combine new construction and replacement markets and presents aggregated average LCC results for all installations.  As a result, DOE fails to consider economic considerations and motivations unique to the replacement market.
· DOE’s >5,000 HDD LCC analysis estimates consumer cost impact from a 90% AFUE minimum efficiency requirement.  APGA believes because most data represent replacement installations and associated additional installation costs, DOE is led to conclude poor economic justification in the replacement market.  This can only be remedied by a separate analysis of the replacement and new construction markets.
· DOE’s >5,000 HDD installation cost analysis, averages costs and installation types (new construction and replacement), resulting in average installation costs for Category I and Category IV non‐weatherized furnaces. DOE has averaged away important differences among classes of consumers (in this case, the northern climate consumer having to replace a Category I furnace with a Category IV furnace). 
· DOE unlikely accounted fully for venting system alteration costs associated with the replacement market.  Approximately 90% of replacement installations represent common vented furnace/water heater systems.  Installing a replacement 90% AFUE minimum efficiency furnace would not allow retaining a common vent.  APGA estimates venting system resizing through relining or other means would cost an additional $1,500 to $2,000 for installing a Category IV furnace with a separate positive pressure vent.  

· Separate LCC analysis of replacement and new construction markets should also include separate coverage of site-built and manufactured housing.  Manufactured housing poses additional challenges for replacement of Category I furnaces with Category IV furnaces.
· As with site built homes, APGA expects most mobile home consumers experiencing negative economic results are represented in the replacement market.  However, DOE’s analysis currently does not provide information on impacts to these separate markets.
· Installing a Category IV furnace as a replacement in manufactured homes requires consideration of condensate handling and potential freezing in the required isolated installation location since furnace “closets” are typically un-insulated.  Replacement installation costs need to consider freeze protection from condensate in the furnace as well as in the condensate handling system or altering the closet insulation system to put the furnace within the thermal boundary of the manufactured home.
· The ability of manufactured home occupants to to pay for the higher costs of installing a Category IV furnace as a replacement system needs to be considered, including the likelihood of higher rates of repair over replacement.  Also needing consideration are the varying potential energy savings from a Category IV furnace in the diverse population of existing manufactured homes. 
· DOE must account for non-regulatory mechanisms to encourage market transformation to greater installation of 90%+ AFUE non-weatherized furnaces.
· Increasing trends toward higher efficiency shipments in affected states demonstrate that market forces favor higher efficiencies where it makes economic sense.  DOE needs to account for this trend to higher efficiency of shipments in this region as well as reduce its estimate of potential energy savings from a 90% AFUE minimum efficiency rule. 
· As part of its statutory obligation, DOE should also consider non-regulatory alternatives such as building energy codes that would serve the intended purpose of the regional standard.  This approach would make use of local enforcement and other means for implementation, rather than trying to address this regional appliance installation concern through a DOE standard that imposes a direct and extraordinary burden upon appliance manufacturers.
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