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December 23, 2013
Ms. Brenda Edwards
U.S. Department of Energy
Building Technologies Program

Mailstop EE-2J

EERE-2010-BT-STD-0011
1000 Independence Avenue  SW
Washington, DC 20585-0121
Re:  
Energy Conservation Program for Consumer Products:  Notice of Proposed Rulemaking for Residential Furnace Fans, Docket # EERE-2010-BT-STD-0011  

Dear Ms. Edwards, 
The Edison Electric Institute (EEI) appreciates the opportunity to submit comments on the Notice of Proposed Rulemaking for Consumer and Certain Commercial Refrigeration Equipment (NOPR), which was published by the Department of Energy (DOE or Department) at 78 Fed. Reg. 55890 (Sept. 11, 2013) and discussion at the public workshop that was held on October 3, 2013.  
EEI is the association that represents all U.S. investor-owned electric companies. Our members provide electricity for 220 million Americans, operate in all 50 states and the District of Columbia, and directly employ more than 500,000 workers.  With more than $85 billion in annual capital expenditures, the electric power industry is responsible for millions of additional jobs. Reliable, affordable, and sustainable electricity powers the economy and enhances the lives of all Americans.  Many of our members are combination gas and electric companies, and provide services for both energy types.  
Introduction and Summary

EEI strongly supports the Department’s energy conservation standards program for consumer products.  We believe that the program has been one of the most successful energy efficiency efforts ever created due to its focus on setting standards that are technically feasible and economically justified for a large majority of consumers.  The program’s success can be largely attributed to its historical reliance on setting standard levels that ensure that customers who purchase the product save money.  

EEI has several concerns with the selection of Trial Standard Level (TSL) 4 for these products.  As discussed during the workshop that was held on December 3, 2013, there are issues for utilities in terms of power factor and harmonic issues as these products saturate the marketplace.  In addition, for the three most common heating system applications, anywhere from 24% to 33% of all consumers purchasing this product are going to experience higher life cycle costs as a result of the proposed rule.  For low-income and senior citizen consumers, the results are even worse (31-43% of low-income consumers have higher life cycle costs, and 23-39% of senior citizen households have higher life cycle costs, according to Chapter 11 of the Technical Support Document).  This result is much higher than with many other DOE energy conservation standards.    

In addition, EEI notes that the estimated present value “benefit” from the monetization of CO2 savings of $11.5 Billion (at $40.80/ton and 3% discount rate) is nearly equal to the estimated consumer operational cost savings of $11.6 Billion (7% discount rate).  The CO2 “benefit” is nearly ½ of the estimated “total benefit” at 7% discount rate and is used to over-inflate the “net benefits” by 57% (at 7% discount rate) or 30% (at 3% discount rate).  However, these CO2 “economic benefits” will never be seen by consumers and should not be included in any summary tables or results.
EEI would suggest the use of TSL 1 and 2 to conserve energy, minimize economic harm to consumers and to minimize the possible negative impacts on the electric grid from the motors that would be able to meet the proposed standard. 

1)  Power Quality and Harmonics Issues

Under the proposed rule, manufacturers will be required to use constant-torque brushless permanent magnet (BPM) motors and multi-staging controls.  While providing energy savings to consumers, the DOE analysis did not account for the effect of such a large number of non-linear power supplies without power factor correction on the grid.  New harmonic sources, if not power factor corrected, could definitely have a noticeable adverse impact on harmonic levels in distribution systems.   As more motors are added to the grid starting in 2019 (assuming a final rule is published in 2014), the impacts will only grow greater over time.

EEI requests that DOE review the following EPRI presentation (which is publicly available):

http://ieeerepc.org/files/2013/11/B5-Grid-Impacts-Due-to-Increased-Penetration-of-Newer-Harmonic-Sources.pdf
The full EPRI report is available as well.  DOE may contact Bill Howe (bhowe@epri.com) at EPRI to enquire about access to it.

Power Quality for T&D: Grid IQ Circuit Analysis Using 2030 Load Mix Projections, Product ID: 1024084, Published: 06-Dec-2012

If power factor correction is required for these BPM motors under future technical standards, such as IEC 61000-3-2, then the initial costs of these motors would be significantly higher than estimated by DOE in the Technical Support Document (TSD) analysis.

From a utility perspective, the requirements to use improved Phase Split Capacitor (PSC) motors or inverter-driven PSC motors in TSL 1 and 2 will not create negative impacts on the electric grid.
2)  Motor Life Cycle Issues

According to testimony at the public workshop, Chapter 3 of the TSD overstates the life cycle of furnace fan motors, by estimating that all fan motors operate for 26.7 years, which is longer than the estimate life of typical residential furnaces.  In addition, one manufacturer stated that PSC motors had better longevity than BPM motors, which would lead to higher life cycle costs for BPM motors.  Therefore, DOE should adjust its analysis to account for the information provided by manufacturers.
3) EEI Supports the Exclusion of Central and Packaged Air Conditioning and Heat Pump Blower Coils and Hydronic Air Handlers from this Rulemaking
As shown in the TSD, DOE excluded these products since they do not fall under the scope of coverage as defined by DOE.  In addition, the energy used by the fans operating in the cooling mode is part of the calculation of SEER, EER, and HSPF.  In other words, to meet the higher air conditioner and heat pump efficiency standards that took effect in 1992 and 2006, and will take effect in 2015, manufacturers have already made design decisions that reduce the energy usage of such fans for these systems.  To regulate these fans under a “furnace fan” rulemaking would be a form of “double regulation” of the same product. 

4)  Test Procedure Issues
As of December 5, 2013, DOE has not published the final energy efficiency test procedure for furnace fans.  As highlighted during the public workshop, manufacturers have made extensive comments on the Test Procedure NOPR that was published in June, 2012, and on the Supplemental Test Procedure NOPR that was published in April, 2013.

If there are significant changes to the test procedure, there will likely be impacts on estimated energy savings, energy cost savings, life cycle costs, paybacks, and the overall national impacts.  EEI would support the publication of a Supplemental furnace fan efficiency standard NOPR in this event, since there would be significant changes to the analysis.

5)  Baseline Energy Usage Issues

According to the TSD and workshop slide 59, the “baseline” motor in the average or weighted-average non-condensing furnace is estimated to use 1,014 kWh per year.  The “baseline” motor for a condensing furnace is estimated to use 1,100 kWh per year.  EEI would like to highlight specific portions of the TSD:
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(This table shows an annual energy usage of 739.25 kWh for a 70 kBtu/h, 3 ton, NWG-NC furnace fan with a PSC motor, well below the 1,014 or 1,100 kWh).
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(This figure show estimated furnace fan energy usage for a very common furnace capacity.   The average / median value is below 1,000 kWh per year).
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(This figure shows annual energy usage of furnace fans for indoor condensing gas furnaces of all capacities.  At least 130 PSC motor models have annual energy usage of 950 kWh or less, while about 95 models have annual energy usage of 1000 kWh or more.  Therefore, it is likely that the average or median value is between 800 and 900 kWh).
EEI has highlighted these figures, since if the baseline values are overstated, then the estimated energy savings and energy cost savings will be overstated as well (since they are shown in the NOPR as percentage savings based on design options).

6) Energy Savings Associated with Furnace Fan Operation During the Cooling Season Should be Discounted or Removed from the Energy Savings, Life Cycle Cost, and National Impact Analyses 
EEI agrees that many furnace fans are also used for air conditioning systems, and efficiency requirements will have an energy impact during the cooling season.  EEI also understands the need for the test procedure to account for the different air flow required for the cooling season.
However, due to the fact that the fan energy is already accounted for in the energy efficiency ratings of split system and packaged air conditioners and heat pumps, many manufacturers have already improved fan efficiency to meet the higher HSPF, SEER, and EER requirements that have been established in the past (1992, 2006) and in the future (2015 and every several years after 2015).  This analysis is “double counting” some or all of the energy savings that have already occurred as a result of the increases in cooling system efficiency.
In the NOPR, Table III.3 shows an estimated annual cooling hour operation of 640 hours for single-stage systems, out of a total annual 1,870 operating hours (34.2%).  In addition, under the cooling scenario, the FER equation uses the furnace fan electrical consumption at the maximum airflow-control setting operating point.  Therefore, for every 100 kWh of estimated energy savings shown, at least 34 kWh or 40 kWh or even more kWh are associated with cooling systems.  Since much or all of this energy is likely to be saved as a result of the air conditioner and heat pump energy efficiency standards, some or all of these estimated energy and cost savings should be removed from the furnace fan national impact and life cycle cost analyses.

7) There are Significant Problems with the Utility and Emissions Impact Analyses that Need to be Updated and Corrected 
There are many problems with the analysis of emissions and utility impacts that are shown in the Technical Support Document.  For example, there is no information provided as to the estimated increases in emissions and infrastructure associated with the increased fossil fuel usage estimated by DOE as a result of this standard.  

The TSD shows the following conflicting graphs:
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Figure 15.3.5 shows an increase in peaking electric generation capacity as a result of the standard.  
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However, Figure 15.3.11 shows a reduction in peaking power plant generation.  How is it possible to increase capacity and decrease generation?

In addition, the TSD shows the following graph:
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The TSD somehow estimates that approximately 400 MW of renewable energy capacity will not be built under TSL 4 in one particular year (2030?  2031?) as a direct result of this standard.  In addition, EEI finds it ironic that DOE is showing that an estimated reduction of renewable power plants provides an economic benefit to the United States.
Also, the analysis appears to ignore the impacts of renewable portfolio standards in 29 states and the District of Columbia (as well as the renewable power goals in 8 other states).  It is extremely unlikely that any state will ever reduce their standard, and it would not make sense for renewable generation to ever be delayed or cancelled.

In terms of other power plants, the analysis ignores the impact of the EPA rulemakings on new and existing power plants, as well as recent emissions rules (such as the MATS rule).  It is extremely unlikely that new coal-fired power plants will be built after all of the EPA rules are finalized, which will likely occur by 2016.  

The analysis also significantly overestimates the future emissions from power plants.  For example, according to industry estimates, about 27,000 MW of coal-fired power plants in the US will be retired by 2016, and about 60,000 MW of coal-fired power plants will be retired by 2022.  In 2012, there were record amounts of wind and solar capacity added in the United States (13,000 MW of wind and 3,300 MW of solar).  Along with EPA regulations, the result will be a significant reduction in the baseline emissions from power plants, and reduced impact from any efficiency standard.
The TSD also contains the following table:
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It is not clear how or why the power plant emissions factors would increase for any regulated emission (SO2, NOx, Hg, and CO2) after 2025 or 2030, based on current trends and federal and state regulations.  Therefore, DOE should revise these values to reflect current and future trends.  In addition, to be consistent with other rulemakings, DOE should use past modeling that calculates no emissions reductions as a result of appliance efficiency standards where such emissions are capped by state, regional, or federal regulations.  In particular, DOE should eliminate any estimated CO2 reductions in California and in the Northeastern / Mid-Atlantic states that participate in the Regional Greenhouse Gas Initiative (RGGI).   

8)  Social Cost of Carbon
EEI notes that the estimated present value “benefit” from the monetization of CO2 savings of $11.5 Billion (at $40.80/ton and 3% discount rate) is nearly equal to the estimated consumer operational cost savings of $11.6 Billion (7% discount rate).  The CO2 “benefit” is nearly ½ of the estimated “total benefit” at 7% discount rate and is used to over-inflate the “net benefits” by 57% (at 7% discount rate) or 30% (at 3% discount rate).  However, these CO2 “economic benefits” will never be seen by consumers and should not be included in any summary tables or results.

As discussed in EEI’s comments on the Energy Conservation Program for Consumer Products:  Landmark Legal Foundation, filed in Docket No. EERE-2001-BT-STD-0048 on September 16, 2013 (Attachment A), the SCC values are estimates that are based on many global assumptions and are subject to a great deal of uncertainty, as acknowledged by DOE.  Their use may be important in assessing the overall costs and benefits of particular regulations, as required by Exec. Order No. 12866, 58 Fed. Reg. 51735 (Oct. 4, 1993), but using these values in the context of setting energy conservation standards is problematic.  As the Department itself notes in the NOPR, the LCC values are national, but the SCC values are global.  In addition, the time scales relevant to each analysis are very different.  See 78 Fed. Reg. at 35894.  Consequently, consumers are being asked to bear increased costs for diffuse, speculative future benefits.  As consumer behavior is a key element in turning the projected benefits of any increased standards into real energy savings, increasing consumer costs to increase emissions reductions is likely to have the opposite overall effect.  
Thank you for your review and consideration of our comments.

Respectfully submitted,

Steve Rosenstock, P.E.

Senior Manager, Energy Solutions

cc:  
Rick Tempchin, EEI

Emily Fisher, EEI
ATTACHMENT A

EEI’s comments on the Energy Conservation Program for Consumer Products:  Landmark Legal Foundation Petition for Reconsideration, filed in Docket No. EERE-2001-BT-STD-0048 on September 16, 2013.

COMMENTS OF THE EDISON ELECTRIC INSTITUTE

ON THE

ENERGY CONSERVATION PROGRAM FOR CONSUMER PRODUCTS:  

LANDMARK LEGAL FOUNDATION;

PETITION FOR RECONSIDERATION

Docket No. EERE-2011-BT-STD-0048

September 16, 2013

The Edison Electric Institute (EEI) submits the following in response to the request of the Department of Energy (DOE or Department) for comments on whether to undertake a reconsideration of the final rule that created Energy Conservation Standards for Standby Mode and Off Mode for Microwave Ovens.  See 78 Fed. Reg. 36316 (June 17, 2013) (Microwave Standards).  

EEI is the association that represents all U.S. investor-owned electric companies. Our members provide electricity for 220 million Americans, operate in all 50 states and the District of Columbia, and directly employ more than 500,000 workers.  With more than $85 billion in annual capital expenditures, the electric power industry is responsible for millions of additional jobs.  Reliable, affordable and sustainable electricity powers the economy and enhances the lives of all Americans.  Many of our members are combination gas and electric companies, and provide services for both energy types.  

EEI strongly supports the Department’s energy conservation standards program for consumer products and certain commercial and industrial equipment.  We believe that the program has been one of the most successful energy efficiency efforts ever created due to its focus on setting standards that are technically feasible and economically justified for the majority of consumers.  The program’s success can be largely attributed to its historical reliance on setting standard levels that ensure that customers save money when they purchase a more energy efficient product.

I. Executive Summary  

DOE seeks comment on a petition for reconsideration of the final Microwave Standards filed by the Landmark Legal Foundation (LLF).  DOE used values for the social cost of carbon (SCC) that were updated in May 2013 in the various analyses used to support the efficiency levels in the final Microwave Standards, but used SCC values developed in 2010 in the proposed Microwave Standards and subsequent Supplemental Notice of Proposed Rulemaking issued in 2012.  The LLF petition argues that DOE violated the requirements of the Administrative Procedures Act (APA) because the Department failed to provide stakeholders with notice and an opportunity to comment on the 2013 SCC values and their use in the final Microwave Standards.  EEI agrees that this process violated the procedural requirements of the APA and believes that DOE should grant the petition for reconsideration and allow for public comment on the revised 2013 SCC values and how they were used in the final Microwave Standards.  DOE also should take comment on the use of such uncertain estimates in the various economic analyses that determine the stringency of appliance standards generally. 

 However, reconsideration by DOE alone cannot address the more serious concerns about the lack of transparency and opportunity for stakeholder input related to the Interagency Working Group (IWG) process that was used to update the 2013 SCC values.  Thus, in addition to granting the petition for reconsideration, DOE should take steps to reconvene the IWG, in which the Department participated, to allow for a more transparent, public process about the methodology and assumptions that support the dramatic increase in the 2013 values as compared to the 2010 values.  DOE should not use the 2013 SCC values in any reconsideration of the final Microwave Standards or any other pending or to-be-proposed energy conservation standards until the public has had an opportunity to understand, evaluate and comment on the revised 2013 SCC values.  Similarly, other entities, at both the federal and state level, should not use these values in any regulatory proceeding until there has been a public process.

II. DOE Should Grant Reconsideration of the Final Microwave Standards Because the Department’s Use of the 2013 Social Cost of Carbon Values Violated the Administrative Procedures Act.

As described in the LLF petition, the APA requires agencies to give all interested persons an opportunity to participate in the rulemaking through the submission of written data, views or arguments with or without the opportunity for oral presentation.  See 5 U.S.C 553(c).  The purpose of these procedural requirements is not to create procedure for its own sake, but to ensure that agencies have the benefit of complete information, access to competing view points and a complete record before making final decisions that will create binding regulations.  Notice and comment is a key tool in ensuring the quality of agency rulemaking. 

Legal precedent has enforced and expanded upon the importance of stakeholder input in the rulemaking process.  In particular, precedent dictates that agencies are required to re-notice proposed rules when the changes in the final rule are so significant that the original notice did not provide adequate notice of the final outcome.  See, e.g., Connecticut Light & Power v. Nuclear Reg. Com., 673 F.2d 525, 533 (D.C. Cir. 1982).  

In the case of the Microwave Rule, DOE used one set of values in the proposed rule and a totally new set of increased values in the revised final rule.  The increase in the SCC values is not insignificant.  On average, the 2013 values are 60 percent higher than the 2010 values.  See Table 1, below.  In the proposal, DOE provided no indication that new values were imminent and no indication in the proposal that the values were subject to change between the rule proposal and its finalization, other than a general reference to the fact “that a number of key uncertainties remain, and that current SCC estimates should be treated as provisional and revisable since they will evolve with improved scientific and economic understanding.”  77 Fed. Reg. 8555 (Feb. 14, 2012).  At best it appropriately conveyed the possibility that DOE and the interagency group at some time in the future with increased research and knowledge of climate change and improvements in modeling these values could be revised.  But such a vague and glancing reference cannot serve as adequate notice to the dramatic increase in the 2013 SCC values over the 2010 values used in the proposal.  Moreover, the proposal itself provided nothing for commenters to focus on because such increased values did not exist in 2012.  The increased values appeared for the first time in the final rule, which was not open for comment.

Table 1.  Difference Between 2010 and 2013 SCC Values

	
	3% Discount Rate
	

	
	2010
	2013
	Difference

	2010
	21
	33
	54%

	2015
	24
	38
	60%

	2020
	26
	43
	63%

	2025
	30
	48
	62%

	2030
	33
	52
	59%

	2035
	36
	57
	58%

	2040
	39
	62
	58%

	2045
	42
	66
	57%

	2050
	45
	71
	58%


Therefore, consistent with the requirements of the APA and judicial precedent, DOE should grant the LLF petition for reconsideration to allow for comment on the revised, increased 2013 SCC values.  

Moreover, granting the petition would be consistent with DOE’s traditional, active engagement with stakeholders during the comment period in each stage of the appliance standard setting process, from the initial determination of coverage, through the development of frameworks and test procedures, to the publication of final standards.  EEI has been an active participant in the standard setting process for decades, during which time DOE has made a concerted effort to engage stakeholders and consider their comments and concerns.  The final Microwave Standards represent an unusual and unexpected deviation from DOE’s usual process that could be cured, in part, by granting LLF’s reconsideration petition.

III. DOE Cannot Allow the Social Cost of Carbon to Justify Efficiency Standards that Are Not Economically Justified for Customers.

DOE also should initiate a process to take comment on how the SCC is used in standard setting under the Energy Policy and Conservation Act (EPCA), as amended.  Unlike other agencies, which use SCC values in the Regulatory Impacts Analysis required by Exec. Order No. 12866, 58 Fed. Reg. 51735 (Oct. 4, 1993), DOE uses these values in calculations that determine the stringency of appliance efficiency standards.  EPCA requires that DOE determine that any new appliance efficiency standard is designed to achieve significant additional conservation of energy and be technologically feasible and economically justified.  See 42 U.S.C. 6295(a)(3)(B).  As DOE makes these determinations, the Department is required, among other things, to consider to the greatest extent practicable the economic impact on the consumers of the affected product.  See id.  The dramatically increased 2013 SCC values have the potential to drive efficiency standards that are not economically justified for customers.   

While DOE notes that the SCC values should be treated as provisional and revisable, the Department’s use of these values in the various economic analyses that underpin efficiency standards implies the opposite.  This creates a false sense of precision as to the benefits associated with any standard.  Moreover, it has the potential to obscure the costs to the actual consumers of appliances in the United States.  The benefits of increased efficiency standards are diffuse, but the costs are born exclusively by consumers.  This is of particular concern when DOE uses international, but not national, SCC values.  While it appears that DOE could have justified the final Microwave Standards even if the monetized value of the carbon dioxide emissions were excluded from the Department’s analyses, DOE should take comment on how the use of the SCC values in standard setting comports with the goals of EPCA with respect to customers.  

DOE also should look closely at other, recently proposed standards that incorporate any SCC values to ensure that diffuse international emissions reductions benefits do not result in standards that are not economically justified for domestic consumers.  As EEI has noted repeatedly in comments on proposed appliance standards, DOE’s efficiency improvement efforts function best—and have the greatest impact on overall emissions reductions—when buying new, efficient appliances save consumers money.  

IV. There Are Significant Concerns About the 2013 Social Cost of Carbon Values Beyond How They Are Used by DOE in Appliance Standards. 

Beyond process concerns about how the increased 2013 SCC values were incorporated into the final Microwave Standards and more general concerns about how the SCC values are used in the appliance standard process, there are significant concerns about the SCC itself.  The SCC, which is defined as the marginal cost of emitting one ton of carbon as carbon dioxide (CO2), is an estimate that is extremely contingent upon both the modeling methods used to project economic damages stemming from greenhouse gas emissions, and the underlying assumptions that are incorporated as part of the model selected.  A model must project the increase in greenhouse gas emissions which will occur, estimate the impact of this increase upon temperature, characterize general changes in weather that will accompany the predicted changes in temperature, and then estimate the economic cost of damages linked to these temperature and weather changes.  Each link in this modeling chain requires the input of assumptions, many of which must be highly speculative, given the fact that the outcomes being modeled often correspond to events and phenomena that either have never before occurred, or have not occurred at the level and extent predicted.

The IWG, which has produced two sets of estimates for the SCC, first in 2010 and again in 2013, attempted to address these limitations by using three separate models (i.e., FUND, PAGE, and DICE) for projecting economic damages, along with three different discount rates.  But the IWG’s work only highlights the extreme variability in outcomes that arise from different assumptions and modeling approaches.  These differences are explicitly acknowledged in the February 2010 Technical Support Document (2010 TSD) which described the derivation of the first set of estimates:

The lack of agreement among the models at lower temperature increases is underscored by the fact that the damages from FUND are well below the 5th percentile estimated by PAGE, while the damages by DICE are roughly equal to the 95th percentile estimated by PAGE. . . .

These differences underscore the need for a thorough review of damage functions – in particular, how the models incorporate adaptation, technological change, and catastrophic damages.  Gaps in literature make modifying these aspects of the models challenging, which highlights the need for additional research

2010 TSD at 9.

The exhibited wide disparity in outcomes between these models, each of which actually consisted of the average of five baseline scenarios (distinguished by different projected rates of GDP, population, and emissions growth) common to each of the models, and the acknowledged need for a more rigorous approach to deriving damage functions, highlights the fact that the science of estimating the economic impact of climate change is still in its infancy.  An attempt to incorporate these estimates with any degree of precision in the justification of regulatory policy at this time is both reckless and premature.  This is further highlighted by the ongoing controversy surrounding the selection of an appropriate discount rate—a rate applied to damages (in the case of the analyses conducted by the IWG) that are projected and accumulated over a future time period of three hundred years.  As the IWG’s own report illustrates, merely halving the rate from 5% to 2.5% increases the estimated SCC by as much as a factor of 7, and decreasing the rate from 3% to 2.5% causes the estimated SCC to rise by more than 50% in the near term.  Varying the discount rate from 2.5% to 5%, as is done in the IWG estimates, results in discounted costs at the end of the 300-year time horizon that range by a factor of more than a thousand, depending upon the choice of discount rate used.

The extreme sensitivity of the SCC to underlying modeling assumptions is also highlighted by the changes observed between the estimates derived in 2010 and 2013.  The technical support document for 2013 lists a handful of changes incorporated into the models – not all of which were expected to raise the estimated impact of damages.  The cumulative impact of these changes in assumptions was an increase in the overall estimates (in the 3% discount rate case) by nearly 60% on average over those that were produced in 2010.  It is interesting to note in this context that an estimate of the SCC performed by Professor William Nordhaus of Yale University,
 which was published in October 2011 (approximately midway between the release of the IWG’s first report and its recent update), places it at $12 per ton of CO2, in 2005 dollars, or approximately $13 per ton in 2007 dollars, which is about a third of the corresponding updated baseline value for 2015 produced by the IWG in its latest report.  Again, this wide variance in estimates, both between the models used by the IWG, and between the IWG’s average of these models and an estimate produced by a noted academic economist who has been modeling the social cost of carbon for decades, underscores the lack of any kind of consensus regarding what the correct value of the SCC should be or how to derive it.  It also suggests that the science of estimating SCC has not yet progressed far enough to produce indications that the estimates from distinct sources are even beginning to converge.

The broad range in SCC estimates—between the five scenarios common to all models, and between the models themselves—is certainly contributing to the sensitivity of the final aggregate estimate to changes in assumptions and modeling parameters.  The reason for this is that the use of an average places undue weight on extreme values that occur among the scenario/model combinations.  It is unclear what the basis is for using a simple average, given this fact, rather than a statistical measure of central tendency that is not vulnerable to being skewed by the occurrence of extreme values.  For example, using a median value, rather than an average, across the scenario/model combinations for the IWG’s current 2020 estimate of SCC at a 3% discount rate would result in a composite estimate of $25/ton of CO2, rather than the $39/to of CO2 which is reported, and which seems to be inflated by some extremely large estimates that were produced in certain scenarios in the PAGE model alone. 

The social cost of carbon, in theory, is the appropriate metric to apply when evaluating, in economic terms, the consequences of large-scale global practices and global policies that could impact the climate as a result of changes in greenhouse gas emissions.  However, given the current lack of any suitable consensus on what the real social cost of carbon is, the only prudent application for the tool at this time is to evaluate the relative merits of alternative policies, rather than to establish, on a cost-benefit basis, whether particular policies should be implemented.  Such implementation decisions should be made based upon more sound measurements of economic cost and benefit, derived from methodologies which have established themselves in the scientific and academic community beyond significant controversy, unlike the estimate of the social cost of carbon, the tools of which are still apparently in their formative stages of development.

V. DOE and the IWG Must Allow A Public Process to Address Concerns About the 2013 Social Cost of Carbon Values Before They Are Used in Any Rulemaking.

While concerns about how Reconsideration would cure the APA process violations inherent in DOE’s inclusion of the 2013 SCC values in the final Microwave Standards may be addressed via a reconsideration of the final rule, the concerns about the SCC outlined above cannot be addressed by DOE alone if it continues to rely upon the SCC in the rulemaking analysis. 

The process by which the IWG created the updated 2013 SCC values also lacked transparency and failed to provide for any stakeholder input, violating the spirit of the APA and the clear requirements of the Office of Management and Budget’s (OMB) own Information Quality Act Guidelines (IQA Guidelines).  DOE’s process cannot address these issues, either.  Therefore, DOE must work with the IWG, of which it was a part, to create a process whereby stakeholders can comment on the 2013 SCC values, as well as the assumptions and models that underpin them.   Unless and until there is a public process, neither DOE nor any other agency should use and rely on the 2013 values in any rulemaking.  Further, the IWG should make clear that states should not use these values in any proceedings until the public has had a chance to comment and the IWG has responded.

The 2013 revisions to the SCC values were conducted by the IWG without any stakeholder involvement.  On July 18, 2013, Administrator Howard Shelansky of OMB’s Office of Information and Regulatory Affairs, testifying before the House Committee on Oversight and Government Reform Subcommittee on Energy Policy, Healthcare and Entitlements, attempted to address this failure of process when he noted that each individual agency would take comment on the SCC as it was used in rulemakings.  This approach does not substitute for an actual public process.  First, it is not clear that any agency has the authority to modify or otherwise address any issues that may be raised about the 2013 SCC values in the context of specific rulemaking.  Second, Administrator Shelansky did not lay out any process by which comments on the 2013 SCC values made in the context of a particular rule would be considered and addressed by the IWG.  The only way to actually address the lack of transparency and lack of public participation is to convene an actual public process.

VI. Conclusion

DOE should grant the LLF petition for reconsideration of the final Microwave Standards to allow for stakeholder comment on the use of the revised, increased 2013 SCC values, consistent with the requirements of the APA and DOE’s past practice in engaging stakeholders in the standard setting process.  A reconsideration of the final Microwave Standards should allow for comment not only on the values, but on the way that DOE uses these values to set appliance efficiency standards, with the goal of ensuring that no standards are rendered economically unjustified for consumers as a result of the inclusion of diffuse, international benefits when assessing proposed standards.   Appliance efficiency standards are successful when they ensure consumers will save money when they purchase the most efficient appliances.

DOE also should work with the IWG to ensure that concerns about the SCC—including concerns about the process by which the IWG increased these values by 60 percent—are addressed via an opportunity for public comment.  The IWG process lacked transparency and excluded stakeholders from the process, in violation of the spirit of the APA and the IQA Guidelines.  Therefore, no agency should use the 2013 values in any rulemaking until the IWG has provided for comment on the 2013 SCC values.  Further, OMB should make it clear that no state-level agency should use these values before they have been vetted by the public. 

� William Nordhaus, Estimates of the Social Cost of Carbon: Background and Results from the Rice-2011 Model, Cowles Foundation Discussion Paper No. 1826, Cowles Foundation for Research in Economics, Yale University (Oct. 2011), available at:  http://dido.econ.yale.edu/P/cd/d18a/d1826.pdf. 
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