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PROMOTING AMERICAN INNOVATION AND
JOBS: LEGISLATION TO PHASE DOWN
HYDROFLUOROCARBONS

TUESDAY, JANUARY 14, 2020

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON ENVIRONMENT AND CLIMATE CHANGE,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:32 a.m., in room
2322, Rayburn House Office Building, Hon. Paul Tonko (chairman
of the subcommittee) presiding.

Present: Representatives Tonko, Clarke, Peters, Barragan, Blunt
Rochester, Soto, Matsui, McNerney, Ruiz, Dingell, Pallone (ex offi-
cio), Shimkus (subcommittee ranking member), Rodgers, McKinley,
Johnson, Long, Flores, Mullin, Carter, and Walden (ex officio).

Also Present: Representative Olson.

Staff Present: Jacqueline Cohen, Chief Environmental Counsel,
Adam Fischer, Policy Analyst; Jean Fruci, Energy and Environ-
mental Policy Advisor; Caitlin Haberman, Professional Staff Mem-
ber; Rick Kessler, Senior Advisor and Staff Director, Energy and
Environment; Brendan Larkin, Policy Coordinator; Dustin
Maghamfar, Air and Climate Counsel; Mike Bloomquist, Minority
Staff Director; William Clutterbuck, Minority Staff Assistant; Jerry
Couri, Minority Deputy Chief Counsel, Environment and Climate
Change; Tyler Greenberg, Minority Staff Assistant; Ryan Long, Mi-
nority Deputy Staff Director; Mary Martin, Minority Chief Counsel,
Energy and Environment and Climate Change; Brandon Mooney,
Minority Deputy Chief Counsel, Energy; Brannon Rains, Minority
Legislative Clerk; and Peter Spencer, Minority Senior Professional
Staff Member, Environment and Climate Change.

Mr. ToNKO. The Subcommittee on Environment and Climate
Change will now come to order. I recognize myself for 5 minutes
for the purposes of an opening statement.

OPENING STATEMENT OF HON. PAUL TONKO, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF NEW YORK

Today the subcommittee will examine H.R. 5544, the American
Innovation and Manufacturing Leadership Act of 2020, which was
introduced last week by Representatives Olson, Peters, Stefanik,
and myself.

Hydrofluorocarbons, commonly known as HFCs, are a class of
chemicals primarily used as refrigerants in heating, ventilation, air
conditioning, and refrigeration. HFCs gained widespread use in the
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1990s as replacements for ozone-depleting substances, such as
CFCs and HCFCs. But HFCs have their own challenges, which is
why a global transition to the next generation of refrigerant tech-
nologies is currently underway.

United States manufacturers are already investing billions of
dollars in the research and development of new products and
equipment to maintain their competitiveness. In fact, American
companies are global leaders in the development of HFC sub-
stitutes.

One such class of substitutes are known as HFOs. HFOs are
more environmentally friendly. But even more importantly, Amer-
ican manufacturers stand to gain the most in the global market-
place by leaning into this transition.

According to a study by the Interindustry Forecasting at the Uni-
versity of Maryland, the HFC phase-down will drive the creation
of some 33,000 new United States manufacturing jobs, $12.5 billion
more in direct manufacturing output annually, a significant trade
balance improvement in equipment and chemicals, and a 25 per-
cent growth of the U.S. share of the global export market. These
projected benefits are not small.

Just as important, American businesses recognize that any lag-
ging on our part will open the door for China and other nations to
erode our existing global market share. This bill supports the in-
dustry in anticipating such competition and would help propel
America’s industry.

I would like to explain briefly a few aspects of this bipartisan
proposal.

First, we are not proposing a ban. This bill would phase-down
the production and consumption of HFCs over 15 years, limiting
the production and consumption to 15 percent of baseline levels be-
ginning in 2036.

The benefits include certainty for manufacturers and consumers
and an orderly and predictable transition to next-generation tech-
nologies, while still allowing for exceptions for essential uses for
which no substitute is available.

The legislation is modeled on Title VI of the Clean Air Act, which
was enacted in 1990 with 401 bipartisan votes in the House and
proved an able vehicle to foster an orderly, market-based phase-
down of HFCs’ predecessors. In fact, that earlier transition away
from ozone-depleting substances was successful at an even lower
cost than originally anticipated.

Second, this bill will not force consumers to replace equipment
before the end of its useful life. Today, some older equipment is
still using CFCs. This framework will guarantee that consumers
are protected during the transition.

These benefits are why a phase-down of this kind has received
incredibly broad support. I have served on this subcommittee for
seven years. I cannot remember a time when we had the United
States Chamber of Commerce, the National Association of Manu-
facturers, and the Natural Resources Defense Council in complete
agreement on anything, let alone granting new targeted authority
to EPA.
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Companion legislation has received significant bipartisan support
in the Senate, with 32 cosponsors, half Republican and half Demo-
cratic.

On Capitol Hill, the phrase “commonsense legislation” gets
thrown around a lot, but this bill truly fits that description. It ad-
dresses an environmental concern in a manner that will spur inno-
vation and make U.S. manufacturers more globally competitive.

This bill presents us a bipartisan opportunity to ensure the next
generation of refrigerants are American made and that our con-
stituents experience the significant economic and job benefits that
come from American-led innovation.

I want to thank Mr. Olson for co-leading this effort, and I yield
the remainder of my time to him.

[The prepared statement of Mr. Tonko follows:]

PREPARED STATEMENT OF HON. PAUL TONKO

Today the subcommittee will examine H.R. 5544, the American Innovation and
Manufacturing Leadership Act of 2020, which was introduced last week by Reps.
Olson, Peters, Stefanik, and myself.

Hydrofluorocarbons, commonly known as HFCs, are a class of chemicals primarily
used as refrigerants in heating, ventilation, air conditioning, and refrigeration.
HFCs gained widespread use in the 1990s as replacements for ozone-depleting sub-
stances, such as CFCs and HCFCs.

But HFCs have their own challenges, which is why a global transition to the next
generation of refrigerant technologies is currently underway.

U.S. manufacturers are already investing billions of dollars in the research and
development of new products and equipment to maintain their competitiveness.

In fact, American companies are global leaders in the development of HFC sub-
stitutes. One such class of substitutes are known as HFOs. HFOs are more environ-
mentally-friendly, but even more importantly, American manufacturers stand to
gain the most in the global marketplace by leaning into this transition.

According to a study by the Interindustry Forecasting at the University of Mary-
land, the HFC phase down will drive the creation of 33,000 new U.S. manufacturing
jobs, $12.5 billion more in direct manufacturing output annually, a significant trade
balance improvement in equipment and chemicals, and a 25 percent growth of the
U.S. share of the global export market. These projected benefits are not small.

Just as important, American businesses recognize that any lagging on our part
will open the door for China and other nations to erode our existing global market
share.

This bill supports the industry in anticipating such competition and would help
propel America’s industry.

I would like to explain briefly a few aspects of this bipartisan proposal.

First, we are not proposing a ban. This bill would phase down the production and
consumption of HFCs over 15 years, limiting the production and consumption to 15
percent of baseline levels beginning in 2036.

The benefits include certainty for manufacturers and consumers and an orderly
and predictable transition to next generation technologies, while still allowing for
exceptions for essential uses for which no substitute is available.

The legislation is modeled on Title VI of the Clean Air Act, which was enacted
in 1990 with 401 bipartisan votes in the House and proved an able vehicle to foster
an orderly, market-based phase down of HFCs’ predecessors.

In fact, that earlier transition away from ozone-depleting substances was success-
ful at an even lower cost than originally anticipated.

Second, this bill will not force consumers to replace equipment before the end of
its useful life. Today, some older equipment is still using CFCs. This framework will
guarantee that consumers are protected during the transition.

These benefits are why a phase down of this kind has received incredibly broad
support.

I have served on this subcommittee for seven years. I cannot remember a time
when we had the U.S. Chamber of Commerce, the National Association of Manufac-
turers, and the Natural Resources Defense Council in complete agreement on any-
thing-let alone granting new, targeted authority to EPA.
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Companion legislation has received significant bipartisan support in the Senate
with 32 cosponsors, half Republican and half Democratic.

On Capitol Hill, the phrase “commonsense legislation” gets thrown around a lot,
but this bill truly fits the description. It addresses an environmental concern in a
manner that will spur innovation and make U.S. manufacturers more globally com-
petitive.

This bill presents us a bipartisan opportunity to ensure the next generation of re-
frigerants are American-made, and that our constituents experience the significant
economic and job benefits that come from American-led innovation.

I want to thank Mr. Olson for co-leading this effort, and I yield him the balance
of my time.

I yield my remaining time to Representative Olson.

Mr. OLSON. Thank you, Chairman Tonko, lead Republican Mem-
ber Shimkus, and members of the subcommittee, for letting me
waive on this morning.

Now, this hearing is about H.R. 5544, the so-called AIM Act.
This is a rare bipartisan bill that, as was mentioned, is supported
by normal combatants like the ATR, FreedomWorks, and the
NRDC. They appreciate the hard work done by Chairman Tonko.
Seven thousand people back home working for Dicon, living in
Katy, Texas, in Texas 22, appreciate your hard work, too, sir. And
people in America, manufacturers, appreciate all this hard work to
get this bill where it is today.

I am proud of H.R. 5544. The AIM Act is a commonsense ap-
proach that will create American jobs, expand exports, and encour-
age more investment in our economy. New jobs, about 33,000 are
expected. We will keep jobs here in America that may go overseas.

This bill provides a clear, deliberate framework to transition
from HFCs, and puts American manufacturers, American workers,
and American consumers first. It ensures we keep doors open to
foreign markets that have been opened because of our new competi-
tive Tax Code.

Mr. SHIMKUS. Mr. Chairman, my colleague is 33 seconds over.

Mr. OLsON. I thank the chairman. I thank the ranking member.
I am proud to support this bill. I yield back.

Mr. ToNKO. The gentleman yields back.

The Chair now recognizes Mr. Shimkus, ranking member of the
Subcommittee on Environment and Climate Change, for 5 minutes
for his opening statement.

OPENING STATEMENT OF HON. JOHN SHIMKUS, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. SHIMKUS. Thank you, Mr. Chairman, for recognizing me.

Today’s legislative hearing demands a certain baseline amount of
knowledge about the subject, particularly to review a bill on this
multilayered subject and whose text itself belies the many issues
it is trying to address.

If T didn’t know better, I would think, as we are going to hear
today, that this is a simple subject that certain parts of the indus-
try have worked with a few environmental advocacy organizations
to solve. I want to believe that tidy story, but the more I look into
this issue, the more my eyes notice a story much different from the
one my ears are hearing.

The issues we are discussing in this bill before us today go back
five decades. In fact, the last time this committee addressed ozone-
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depleting substances and the Montreal Protocol, only one-third of
the members of both this committee and the full committee was on
the panel.

This issue is far too big and has far too many implications on the
American consumer for our committee to put members in a position
of asking questions about legislation for which they have little
background.

Moreover, Mr. Chairman, after the minority outlined the need for
a comprehensive and fair look at both the issue and the bill, since
the committee had not done anything to put them in context for us,
the majority denied the minority a second witness for this hearing.

This was not because that perspective was already covered. This
was not because there were time pressures or the panel was al-
ready unwieldy. No, this rejected request was done to suppress dis-
senting voices. It is unseemly and sours the desire that some have
to get to, quote, unquote, “yes” on this bill.

Speaking of the bill, I do have some questions about that I want
to explore based upon what I do know about this subject. This bill
seeks to phase-out production of HFCs or hydrofluorocarbons. I
question how much a bill like this is needed.

Why? The Illinois-based North American Association of Food
Equipment Manufacturers is the lead trade association for commer-
cial food service refrigeration projects. It hasn’t taken a position on
this legislation, but, since 2015 has proactively, on their own, un-
dertaken transitioning away from HFCs to meet customers’ de-
mands.

How many other parts of the impacted universe are also making
this transition without a government mandate? If it is necessary,
I understand the bill’s industry advocates want a law because
States like California are acting in a way that is creating an un-
even national marketplace. Yet this legislation contains no preemp-
tion provisions.

Perhaps the States didn’t engage much after Montreal almost
four decades ago, but as TSCA and CAFE debates have recently
shown, increasing Federal action is no barrier to additional State
action and sometimes serves as an incentive for more State action.

The accelerated phaseout and technology transition provisions in
this legislation also give me pause. I worry that, as Justice
Kavanaugh found with certain Significant New Alternatives Pro-
gram, commonly known as SNAP rules, these provisions can be
gamed by market actors for competitive advantage at the expense
of consumers.

Likewise, these provisions could be used by nonmarket actors to
drive technology that is infeasible and without EPA needing much
of a basis to make that leap.

Finally, I think it bears mentioning that we should be exploring
the constitutional precedent of this proposal, in an effort to imple-
ment requirements necessary for participation in the Kigali
Amendment to the Montreal Protocol.

This amendment has not been submitted to the Senate for ratifi-
cation by either the Obama or the Trump administrations. While
I understand the attractiveness of a proposal like this to some, I
wonder whether a Federal court would see this as a durable solu-
tion.
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Mr. Chairman, although I wish we had a legitimate small busi-
ness and other sector perspectives represented, I want to welcome
our witnesses here this morning.

I especially welcome Energy and Commerce Committee staff
alumnus Ben Lieberman to our second panel. Ben served our com-
mittee with honor for nearly ten years on these issues and it is
good to have his friendly face back in the committee room.

And, Mr. Chairman, going off script for a second, I had con-
stantly defended the majority over the past year through our rush
to legislate, bypassing regular order, which would define it as hav-
ing a hearing on the general subject and then doing a sub-
committee legislative hearing and then going through markup.

We are in a new year. It is hard to continue to defend that posi-
tion of not going through regular order when we haven’t had a
hearing on the Montreal Protocol, HFCs, or CFCs in over a decade,
which makes it more difficult for my colleagues. As I said in the
opening statement, one-third of us have never had this before us.

So with that, I wish we would return to regular order. And I
yield back my time.

[The prepared statement of Mr. Shimkus follows:]

PREPARED STATEMENT OF HON. JOHN SHIMKUS

Thank you, Mr. Chairman for recognizing me for this opening statement.

Today’s legislative hearing demands a certain baseline amount of knowledge
about this subject. Particularly to review a bill on this multi-layered subject and
whose text itself belies the many issues it is trying to address.

If I didn’t know better, I would think—as we are going to hear today - that this
is a simple subject that certain parts of the industry have worked with a few envi-
ronmental advocacy organizations to solve. I want to believe that tidy story, but the
more I look into this issue, the more my eyes notice a story much different from
the one my ears are hearing.

The issues we're discussing in the bill before us today go back five decades. In
fact, the last time this Committee addressed ozone depleting substances and the
Montreal Protocol, only one-third of the members of both this subcommittee and the
full committee were on this panel. This issue is far too big and has far too many
implications on the American consumer for our Committee to put members in the
positi(zln of asking questions about legislation for which they have very little back-
ground.

Moreover, Mr. Chairman, after the Minority outlined the need for a comprehen-
sive and fair look at both the issue and the bill—since the Committee had not done
anything to put them in context for us—the Majority denied the Minority a second
witness for this hearing. This was not because that perspective was already covered,
this was not because there were time pressures, or the panel was already unwieldy.
No, this rejected request was done to suppress dissenting voices—it is unseemly and
sours the desire some might have to get to “yes” on this bill.

Speaking of the bill, I do have some questions about it that I want to explore
based upon what I do know about this subject.

This bill seeks to phase out the production and use of HFCs or hydro-fluoro- car-
bO\IIlVSh I{)question how much a bill like this is needed.

y

The Illinois-based North American Association of Food Equipment Manufacturers
(NAFEM) is THE lead trade association for commercial foodservice refrigeration
products. It not only has not taken a position on the legislation, but since 2015, has
proactively undertaken transitioning away from HFCs to meet customer demands.
How many other parts of the impacted universe are also making this transition
without a government mandate?

If it is necessary, I understand the bill’s industry advocates want a law because
states, like California, are acting in a way that is creating an uneven national mar-
ketplace. Yet, this legislation contains NO PREEMPTION provisions. Perhaps the
States didn’t engage much after Montreal almost four decades ago, but as TSCA and
CAF debates have recently shown, increasingly Federal action is NO barrier to addi-
tional State action and sometimes serves as an incentive.
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The accelerated phase-out and technology transition provisions in the legislation
also give me pause. I worry that, just as Justice Kavanaugh found with certain
SNAP rules, these provisions can be gamed by market actors for competitive advan-
tage at the expense of consumers. Likewise, these provisions could be used by non-
market actors to drive technology that is infeasible and without EPA needing much
of a basis to make that leap.

Finally, I think it bears mentioning that we should be exploring the constitutional
precedent of this proposal—an effort to implement requirements necessary for par-
ticipation in the Kigali Amendment to the Montreal Protocol. This Amendment has
not been submitted to the Senate for ratification by either the Obama or Trump Ad-
ministrations. While I understand the attractiveness of a proposal like this to some;
I wonder whether a Federal court would see this as a durable solution.

Mr. Chairman, although I wish we had a legitimate small business or other sector
perspective represented, I want to welcome our witnesses here this morning. I espe-
cially welcome Energy and Commerce Committee staff alumnus, Ben Lieberman, to
our second panel. Ben served our Committee with honor for nearly ten years on
these issues and it’s good to have his friendly face back here.

Mr. ToNKO. The gentleman yields back.
The Chair now recognizes Mr. Pallone, chair of the full com-
mittee, for 5 minutes for his opening statement, please.

OPENING STATEMENT OF HON. FRANK PALLONE, Jr., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. Thank you, Chairman Tonko.

We are here this morning to discuss H.R. 5544, the bipartisan
American Innovation and Manufacturing and Leadership Act. This
legislation is supported by both industry and the environmental
community. It will benefit our economy, maintain American manu-
facturing leadership, create jobs, and protect the environment.

I want to congratulate Chairman Tonko and Representatives
Olson, Peters, and Stefanik for seizing this opportunity.

The bill will help the United States maintain its position as a
leader in the chemical, appliance, and equipment industries. It will
also allow us to continue as a leader in innovation and on global
environmental issues.

H.R. 5544 builds upon our previous experience in phasing out
CFCs and their replacement chemicals, HCFCs. Our success work-
ing with other nations within the global framework of the Montreal
Protocol is healing the ozone layer and reducing risks associated
with higher exposures to ultraviolet radiation.

Because CFCs and HCFCs are also potent greenhouse gases;
their phaseout also averted additional global warming. And their
replacement chemicals, hydrofluorocarbons, or HFCs, helped us to
address the ozone problem, but are also potent greenhouse gases.

Fortunately, American companies are innovating new substitutes
for HFCs, and that means we have an opportunity to gain addi-
tional environmental benefits.

Innovation by industry resulted in a transition away from CFCs
that was less costly to business and consumers than originally an-
ticipated, and I am confident we can achieve the same outcome in
the transition away from HFCs.

The European Union and other nations, like Japan, Canada, and
China, are already transitioning away from HFCs. This legislation
will provide the certainty and stability American companies need
to do the same. Not only will it help these companies remain com-
petitive in the global market for air conditioning, heating, and
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other consumer products, but it will also help them increase their
share of the global market and it has the potential of creating tens
of thousands of high quality American jobs.

The bill, H.R. 5544, braces innovation and the power of the mar-
ket to add billions to our economy while delivering environmental
benefits, phasing down the use of HFCs, and transitioning to next-
generation technologies, provides the policy certainty American
companies need to capitalize on their investments and innovation,
and provide consumers with quality products that are anticipated
to have lower operating cost.

So I think this bill is good for workers, good for the economy,
good for consumers, and good for the environment. And I thank our
witnesses for being here today.

I want to welcome back to the committee Ben Lieberman, who
once served on the Republican staff.

And I would like to yield the remaining time to Representative
Peters.

[The prepared statement of Mr. Pallone follows:]

PREPARED STATEMENT OF HON. FRANK PALLONE, JR.

We are here this morning to discuss H.R. 5544, the bipartisan American Innova-
tion and Manufacturing Leadership Act. This legislation is supported by both indus-
try and the environmental community. It will benefit our economy, maintain Amer-
ican manufacturing leadership, create jobs, and protect the environment.

I congratulate Chairman Tonko, and Representatives Olson, Peters and Stefanik
for seizing this opportunity. H.R. 5544 will help the United States maintain its posi-
tion as a leader in the chemical, appliance, and equipment industries. It will also
allow us to continue as a leader in innovation and on global environmental issues.

H.R. 5544 builds upon our previous experience in phasing out CFCs—and their
replacement chemicals, HCFCs. Our success working with other nations within the
global framework of the Montreal Protocol is healing the ozone layer and reducing
risks associated with higher exposures to ultraviolet radiation.

Because CFCs and HCFCs are also potent greenhouse gases, their phase out also
averted additional global warming. Their replacement chemicals, hydrofluorocarbons
or HFCs, helped us to address the ozone problem, but are also potent greenhouse
gases. Fortunately, American companies are innovating new substitutes for HFCs.
That means we have an opportunity to gain additional environmental benefits.

Innovation by industry resulted in a transition away from CFCs that was less
costly to business and consumers than originally anticipated. I am confident we can
achieve the same outcome in the transition away from HFCs.

The European Union, and other nations like Japan, Canada, and China are al-
ready transitioning away from HFCs. This legislation will provide the certainty and
stability American companies need to do the same. Not only will it help these com-
panies remain competitive in the global market for air conditioning, heating, and
other consumer products, but it will also help them increase their share of the glob-
al maréiet. It has the potential of creating tens of thousands of high-quality Amer-
ican jobs.

H.R. 5544 embraces innovation and the power of the market to add billions to our
economy while delivering environmental benefits. Phasing down the use of HFCs
and transitioning to next-generation technologies provides the policy certainty
American companies need to capitalize on their investments in innovation and pro-
vide consumers with quality products that are anticipated to have lower operating
costs.

H.R. 5544 is good for workers, good for the economy, good for consumers, and good
for the environment. I thank our witnesses for being here today, and welcome back
to the Committee Ben Lieberman, who once served on the Republican staff.

I yield my remaining time to Representative Peters.

Mr. PETERS. Thank you very much, Mr. Chairman.
Today is a good day. We are here to discuss the American Inno-
vation and Manufacturing Leadership Act of 2020, a bipartisan bill
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that enjoys widespread support from industry groups and environ-
mental organizations, Democrats and Republicans, and both Cham-
bers of Congress. It is also a bill that I am proud to support as an
original cosponsor.

As we will hear today, the global phase-down of HFCs has begun.
Their transition provides an opportunity for the United States to
establish new domestic production facilities and innovative indus-
trial processes to meet the growing demand for HFC alternatives
from countries around the world. There is plenty of evidence that
the private sector is poised to lead this transition if they have the
right legal framework.

First, major manufacturers in the U.S., but also Japan, China,
and India, are developing low-cost alternatives to HFC. In Cali-
fornia, there are more than 5,500 direct jobs in the HVACR indus-
try alone, and the bill’s orderly phase-down of HFCs is projected
to create tens of thousands more jobs nationally.

Second, phasing down the use of HFCs is certainly profitable.
The Chamber of Commerce and the Consumer Goods Forum, which
rﬁprl()esl(lents over 400 member companies, enthusiastically support
the bill.

Third, companies that use HFCs in their operations and supply
chains will benefit from the clarity and certainty this bill provides.

Fourth, this bill will protect American businesses against highly
anticompetitive practices that include the dumping of highly sub-
sidized HFCs. Right now, there are no limits on how much HFCs
can be imported and this bill would change that.

And finally, placing HFCs with non-HFC alternatives has no
downside. It protects the environment while also promoting indus-
try.

So I am eager to get this hearing underway. I thank my col-
leagues and committee staff for assembling this important hearing.
I am proud to be a cosponsor. I yield back.

Mr. ToNKO. The gentleman yields back.

I now recognize Mr. Walden, ranking member of the full com-
mittee, for 5 minutes for his opening statement, please.

OPENING STATEMENT OF HON. GREG WALDEN, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF OREGON

Mr. WALDEN. Good morning, Mr. Chairman.

Today’s hearing obviously examines a bill that would mandate a
rapid phase-down in the U.S. of the use of hydrofluorocarbons, or
HFCs.

Now, these substances, which, as we all know, contribute to cli-
mate change when emitted into the atmosphere, serve many impor-
tant uses, including as a very critical ingredient in cooling and re-
frigeration equipment throughout our society.

Scrutiny of this issue for the purpose of addressing risk to the
climate is important and it is welcome. However, the approach
today falls short of what is necessary to make good policy decisions.

Indeed, there appears to a rush towards a prepackaged legisla-
tive solution without having developed a full understanding of the
problem we are trying to solve or whether this regulatory approach
is truly the most appropriate way to work in a dynamic and very
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complex marketplace or in the best interests of the American con-
sumer or even who specifically benefits from this.

To do this completely requires more upfront work in terms of
oversight and background hearings, as we heard from Mr. Shim-
kus, so we can have a record that we can rely upon as we consider
pretty major policy options that have long-term implications for en-
vironmental policy, for market competition, and household econom-
ics.

This is especially the case in policy areas like this one, where
most members have, frankly, pretty limited experience. Not all,
however.

Consider that the broad backdrop of this legislation or concerns
about international emissions in the international agreement under
the Montreal Protocol in substances that deplete the ozone layer.
That was finalized in the late 1980s.

Yet the committee, which was instrumental in developing provi-
sions to address implementation of the protocol in the Clean Air
Agt, has not had a single hearing on that topic for more than a dec-
ade.

Meanwhile, we are considering a bill that implicates U.S. partici-
pation under the protocol, and I would like to better understand
how this will work in real life and practice.

Recent amendments under the protocol, which have not been
ratified by the United States Senate, anticipate a rapid growth of
demand for refrigerants in cooling that is occurring in the devel-
oping world. How to address the needs of the developing world is
a key policy matter. For example, we should understand how man-
dating U.S. conversion to new technologies addresses development
internationally and whether it is this bill or amendment ratifica-
tion that is the linchpin in the Kigali Amendment ratification.

It is worth noting that certain industries were already innovating
towards non-HFC substances, which begs the question, does this
have to be mandated phase-down? What are the problems in the
marketplace that require government intervention at this time
rather than the natural turnover to newer, more innovative tech-
nologies?

We would also benefit from a deeper understanding of the impli-
cations of any policies to phase-out HFCs on existing U.S. stock of
refrigeration and cooling equipment in businesses and in house-
holds and automobiles and what those costs might be.

Are there safety issues to consider with replacement substances?
We haven’t heard about that. Are there energy efficiency issues?
We should learn more. Will routine repair and maintenance costs
accelerate for consumers? Will States implement their own more
accelerated schedules for phasing out HFCs that will send the mar-
ket into further turmoil?

I am hopeful the witnesses can help us answer some of these
questions today and help us understand other areas that may be
worth exploring.

There appears to be strong support from industry, environ-
mentalists, and others to work on this legislation and to be clear;
I am open to working on it. But we should look to do more regard-
ing HFCs and related greenhouse gasses and we should be open to
practical policies, and I am.
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Maybe this legislation is a good starting point. But I think we
have to look carefully to be sure it will provide the benefits prom-
ised and actually work in the best interests of American con-
sumers.

So I should note we have some quality witnesses here this morn-
ing, including Ben Lieberman.

We are delighted to have you back.

He served on our committee staff for many years, did great pub-
lic service, and did much to ensure we were keeping the consumer
in mind.

So with that, Mr. Chairman, I would willfully yield back the re-
maining minute of my time so we can get about the hearing. And
thank you.

[The prepared statement of Mr. Walden follows:]

PREPARED STATEMENT OF HON. GREG WALDEN

This morning’s hearing will examine a bill that would mandate a rapid phase
down, in the United States, of the use of hydrofluorocarbons, or HFCs.

These substances, which contribute to climate change when emitted into the at-
mosphere, serve many important uses, including as a very critical ingredient in cool-
ing and refrigeration equipment throughout our society.

Scrutiny of this issue for the purpose of addressing risks to the climate is impor-
tant, and welcome. However, the approach today falls short of what is necessary to
make good policy decisions.

Indeed, there appears to be a rush towards a pre-packaged legislative solution,
without having developed a full understanding of the problem we are trying to solve
or whether this regulatory approach is truly the most appropriate way to work in
a dynamic and complex marketplace or in the best interest of the American con-
sumer.

To do this competently requires more upfront work in terms of oversight and
background hearings so we can have a record to rely upon as we consider policy op-
tions that have long term implications for our environmental policy, market com-
petition, and household economics. This is especially the case in policy areas like
this one where most members have limited experience.

Consider that the broad backdrop for this legislation are concerns about inter-
national emissions and the international agreement under the Montreal Protocol on
Substances that Deplete the Ozone Layer, which was finalized the late 1980s. Yet
the Committee, which was instrumental in developing provisions to address imple-
mentation of the Protocol in the Clean Air Act, has not had a single hearing on the
topic for more than a decade.

Meanwhile, we’re considering a bill that implicates U.S. participation under the
Protocol. I would like to better understand how this will work in practice.

Recent amendments under the Protocol, which have not been ratified by the U.S.
Senate, anticipate a rapid growth of demand for refrigerants and cooling that is oc-
curring in the developing world.

How to address the needs of the developing world is a key policy matter. For ex-
ample, we should understand how mandating U.S. conversion to new technologies
addresses development internationally and whether it is this bill or Kigali Amend-
ment ratification that is the lynch pin.

It is worth noting that certain industries are already innovating towards non HFC
substances, which begs the questions: Does this have to be a mandated phase down?
What are the problems in the marketplace that require government intervention,
rather than the natural turnover to newer, more innovative technologies?

We would also benefit from a deeper understanding of the implications of any
policies to phase out HFCs on the existing U.S. stock of refrigeration and cooling
equipment-in businesses and in households, in automobiles- and what the costs of
that are. Are there safety issues to consider with replacement substances? Are there
energy efficiency issues? Will routine repair and maintenance costs accelerate for
consumers? Will states implement their own, more accelerated schedules for phasing
out HFCs that will send the market into further turmoil?

I am hopeful the witnesses can help us answer some of these questions today and
help us understand other areas that may be worth exploring.
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There appears to be strong support-from industry, environmentalists, and others-
to work on this legislation. And to be clear, I am open to working on it. We should
look to do more regarding HFCs and related greenhouse gases and we should be
open to practical policies. Maybe this legislation is a good starting point, but I think
we have to look carefully to be sure it will provide the benefits promised and actu-
ally work in the best interests of American consumers.

I should note we have some quality witnesses this morning, including Ben Lieber-
man, who served on the Committee staff for many years, and did much to ensure
we were keeping the consumer in mind.

Mr. ToNkO. Thank you, Representative Walden. The gentleman
yields back.

The Chair would like to remind members that, pursuant to com-
mittee rules, all Members’ written opening statement shall be
made part of the record.

I now will introduce the witness for our first panel, a single wit-
ness at today’s hearing, Ms. Cynthia Newberg, director of the
Stratospheric Protection Division, Office of Atmospheric Programs,
at the U.S. Environmental Protection Agency, Office of Air and Ra-
diation.

Before we begin, I would like to explain the lighting system. In
front of you are a series of lights. The light will initially be green.
The light will turn yellow when you have 1-minute remaining.
Please begin to wrap up your testimony at that point. The light
will turn red when your time has expired.

So at this time, the Chair recognizes Ms. Newberg for 5 minutes;
please to provide your opening statement.

STATEMENT OF CYNTHIA NEWBERG, DIRECTOR, STRATO-
SPHERIC PROTECTION DIVISION, OFFICE OF ATMOSPHERIC
PROGRAMS, U.S. ENVIRONMENTAL PROTECTION AGENCY,
OFFICE OF AIR AND RADIATION

Ms. NEWBERG. Good morning, Chairman Tonko, Ranking Mem-
ber Shimkus, and members of the subcommittee. My name is Cindy
Newberg, and I am the director of the Stratospheric Protection Di-
vision in the Office of Atmospheric Programs in the Office of Air
and Radiation at the U.S. Environmental Protection Agency.

The Stratospheric Protection Division implements the Montreal
Protocol and substances that deplete the ozone layer in Title VI of
the Clean Air Act, which have the shared goal of restoring the
ozone layer.

I appreciate the opportunity to testify today regarding H.R. 5544.
Although the Agency does not have a formal position on the bill,
my testimony today will focus on how EPA implements current
stratospheric protection programs, as well as technical aspects of
the committee’s bill to address hydrofluorocarbons, or HFCs, which
are substitutes for certain ozone-depleting substances.

To provide a brief background, I have been with EPA for more
than 27 years and have served on delegations for the Montreal Pro-
tocol representing the United States and EPA’s interests under the
last three administrations.

The Montreal Protocol is a global agreement to protect the
Earth’s ozone layer by phasing out production and consumption of
chemicals that deplete it. The protocol was signed by the United
States in 1987 and ratified by the Senate in 1988. Today, all coun-
tries that are members of the U.N. are parties to the protocol.
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By restoring the ozone layer we reduce risk of skin cancer and
cataracts. For Americans, full implementation of the Montreal Pro-
tocol is expected to result in the avoidance of more than 280 million
cases of skin cancer and more than 45 million cases of cataracts in
the United States alone.

Ozone-depleting substances have been used in many households,
industrial and military applications. The phase-out of the U.S. pro-
duction and consumption of ozone-depleting substances is managed
by issuing tradable allowances through rulemaking.

In addition, Title VI of the Clean Air Act includes complementary
measures to smooth transition to alternatives, including provisions
to support recovery and reuse of existing chemicals and identifica-
tion of alternatives for relevant applications.

To facilitate transition, EPA has implemented domestic regula-
tions and partnership programs that have enabled the United
States to not only meet, but to exceed our commitments outlined
in the Montreal Protocol. Many other countries have looked at our
programs as models. And at the same time, U.S. companies have
shown great leadership with the development and deployment of
alternatives.

In the wake of the Montreal Protocol and Title VI of the Clean
Air Act, the U.S. has been substituting ozone-depleting substances
with alternatives, including, to a large extent HFCs. And at the
same time, global demand for refrigeration and air conditioning has
increased and more HFCs are being used, particularly in cooling
applications.

While HFCs do not deplete the ozone layer, most HFCs are po-
tent greenhouse gases. The AIM Act would establish new domestic
authority to phase-down production and consumption of HFCs. If
signed, the AIM Act would require the EPA to do many of the same
types of activities for HFCs that we have done and continue to do
for the ozone-depleting substances.

The bill would require EPA to publish a list of HFCs and their
exchange values, which are defined in the bill. It would require
periodic reporting to the EPA for HFCs that are produced, im-
ported, exported, reclaimed, destroyed, used and consumed in the
manufacture of other chemicals. It would establish a baseline
which would be used to help create an allowance and trading pro-
gram.

The EPA Administrator would bear responsibility for allocating
allowances on either an annual or multiyear basis, following a
phase-down schedule for production and consumption. Transfer of
allowances between companies would be allowed, and the Adminis-
trator could be petitioned to increase the speed of the phase-down
schedule.

The Administrator would also be required to promulgate regula-
tions to establish standards for the management of HFCs to control
practices for servicing, repairing, disposing, or installing of equip-
ment.

Furthermore, the Administrator would be authorized to facilitate
transition to next-generation technologies by establishing restric-
tions on specific uses of HFCs based on availability of alternatives.

Again, while EPA does not have a position on the legislation, I
am here on behalf of the agency to discuss technical aspects of the
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bill and provide a perspective on our stratospheric protection pro-
grams.

In conclusion, the AIM Act would provide EPA authority to
phase-down production and consumption of HFCs in the United
States, as well as authority to establish complementary measures.

Thank you again for the opportunity to testify, and I look for-
ward to answering your questions.

[The prepared statement of Ms. Newberg follows:]
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Statement of Cindy Newberg
Director of the Stratospheric Protection Division
U.S. Environmental Protection Agency
Legislative Hearing on
The American Innovation and Manufacturing Leadership Act of 2020
Subcommittee on Environment and Climate Change
House Energy and Commerce Committee
January 14, 2020

Good Morning Chairman Tonko, Ranking Member Shimkus, and members of the subcommittee.
My name is Cindy Newberg, and I am the Director of the Stratospheric Protection Division in
the Office of Atmospheric Programs in the Office of Air and Radiation at the U.S.
Environmental Protection Agency (EPA). The Stratospheric Protection Division oversees
implementation of the Montreal Protocol on Substances that Deplete the Ozone Layer and Title
VI of the Clean Air Act, which have the shared goal of restoring the ozone layer.

I appreciate the opportunity to testify today regarding the Committee’s American Innovation and
Manufacturing Leadership Act of 2020. Although the Agency does not have a formal position on
the bill, my testimony today will focus on how the EPA implements current stratospheric
protection programs, as well as the technical aspects of the Committee’s bill to address
hydrofluorocarbons (HFCs), which are substitutes for certain ozone-depleting substances.

To provide a brief background, I have been with EPA for more than 27 years and served on
delegations for the Montreal Protocol representing the United States and EPA’s interests under
the last three administrations. The Montreal Protocol is a global agreement to protect the Earth’s
ozone layer by phasing out production and consumption of the chemicals that deplete it. The
Protocol was signed by the United States in 1987 and ratified by the United States Senate in
1988. Today, all countries that are members of the United Nations are parties to the Protocol. By
restoring the ozone layer, we reduce risks of skin cancer and cataracts. For Americans, full
implementation of the Montreal Protocol is expected to result in the avoidance of more than 280
million cases of skin cancer, approximately 1.6 million skin cancer deaths, and more than 45
million cases of cataracts in the United States alone.

Ozone depleting substances have been used in many household, industrial, and military
applications. The phaseout of the U.S. production and consumption of ozone-depleting
substances is managed by issuing tradeable allowances through rulemaking. In addition, Title VI
of the Clean Air Act includes complementary measures to smooth transition to alternatives for
ozone-depleting substances including provisions to support the recovery and reuse of existing
chemicals and identification of alternatives for all relevant applications. To facilitate smooth
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transition to a range of alternatives, EPA has implemented domestic regulations and partnership
programs that have enabled the United States to not only meet but to exceed the commitments
outlined in the Montreal Protocol. And at the same time, U.S. companies have shown great
leadership with the development and deployment of a range of alternatives. Many of these
programs have served as models for other countries, who regularly consult with EPA for our
technical expertise.

In wake of the Montreal Protocol and Title VI of the Clean Air Act, the U.S. has been
substituting ozone depleting substances with alternatives, including to a large extent with HFCs.
Meanwhile, as global demand for refrigeration and air conditioning increases, more HFCs are
being used as substitutes, particularly in cooling applications. While HFCs do not deplete the
ozone layer, most HFCs are potent greenhouse gases.

The AIM Act, as drafted, would establish new domestic authority to phase down the production
and consumption of HFCs. If signed into law, the AIM Act would require the EPA to do many of
the same types of activities for HFCs that we have done and continue to do for the ozone-
depleting substances.

The bill would require EPA to publish a list of HFCs and their exchange values, which are
defined in the bill. It would subsequently require affected entities to periodically report to the
EPA the amount of regulated substances produced, imported, exported, reclaimed, destroyed,
used and consumed in the manufacture of other chemicals, or used as process agents. It would
establish a baseline which would then be used to help create an allowance and trading program to
phase down production and consumption of HFCs. The EPA Administrator would then bear
responsibility for allocating allowances on either an annual basis or for multiple years based
upon a schedule for the phase down of production and consumption of HFCs. Transfer of
allowances between companies would be allowed. The Administrator may be petitioned to
increase the speed of the scheduled phase down.

The Administrator also would be required to promulgate regulations to establish standards for
the management of HFCs to control, as appropriate, practices, processes or activities for
servicing, repairing, disposing, or installing equipment involving regulated substances.
Furthermore, the Administrator would be authorized to facilitate transitions to next-generation
technologies by establishing restrictions on specific uses of HFCs and evaluating availability of
substitutes for the regulated HFCs. These are the same actions we do today for ozone-depleting
substances.

Again, while the EPA does not have a position on the legislation, I am here on behalf of the
Agency to discuss the technical aspects of the Committee’s bill and provide a perspective on
how current EPA stratospheric protection programs are being implemented.

In conclusion, the AIM Act of 2020 would directly provide EPA the authority and direction to
phase down production and consumption of HFCs in the United States, as well as authority to
establish complementary programs to address HFC management and use. Thank you again for
the opportunity to testify. I look forward to answering your questions regarding details of the
bill.
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Mr. ToNKO. Thank you very much. And we are indeed fortunate
to have you here today because of your wealth of technical exper-
tise on many issues before us. But in regard to this committee
hearing, and subcommittee hearing, thank you for being here for
the technical assistance that EPA is providing to the committee
and subcommittee on this legislation.

So, Ms. Newberg, I would like to begin broadly. First, subject to
the technical assistance EPA has provided, does EPA have any con-
cerns about its ability to implement this legislation?

Ms. NEWBERG. Thank you very much, Chairman Tonko.

I believe our view is that, based on the technical assistance that
we provided that were taken up in the bill, we believe that it could
be implemented.

Mr. ToNKkO. Thank you.

And how goes the regulatory program that this legislation cre-
ates compare to existing programs under Title VI of the Clean Air
Act.

Ms. NEWBERG. There are many similarities between what is in
this bill and what is in the current Title VI Clean Air Act and how
we implement that in the domestic program. There are a few dif-
ferences between the two, but there are relatively provisions that
are more niche. And most of the main components, particularly the
phase-down, is very similar.

Mr. ToNnKko. Thank you.

And do you foresee EPA implementing a program that phases-
down HFCs in a substantially similar manner as to how CFCs and
HCFCs were addressed?

Ms. NEWBERG. I can speak to what is in this bill, and if we were
to implement something that was based on this bill, then there is
certainly a likelihood that we would do so in a similar manner.

Mr. ToNKO. Thank you.

And for entities already subject to regulation under Title VI, does
EPA believe it could implement this legislation in an efficient and
streamlined manner that minimizes additional burdens on regu-
lated entities?

Ms. NEWBERG. I believe that we would look at our existing regu-
lations and seek to find ways to make sure that they were taken
up together. There are a few places in this bill where specifically
coordination with existing programs is mentioned. And there is at
least, I can recall, at least one other instance in our technical as-
sistance where we suggest similar coordination should be re-
quested.

Mr. ToNKO. Thank you.

And, Ms. Newberg, if I could please direct your attention to sec-
tion 3, paragraph (d), of the draft bill.

My understanding—do you have the section?—my understanding
of the intent of this provision is to preclude the Agency from listing
a blend of substances as a regulated substance. That way, if the
blend contains a regulated HFC and some other chemical, the non-
HFC chemical would now become subject to the phase-down.

I do not believe the intent was to affect the regulation of any list-
ed HFC that may be used in such a blend. Does EPA believe this
legislative text accomplishes this intent?
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Ms. NEWBERG. In the technical direction that we provided, EPA
actually did speak to this particular provision, and we indicated
that we thought that, based on our understanding and based on
what you have just said now, it looked to us like the provision may
have been drafted perhaps more broadly than what was intended.

It looked like the intent may be to effect insurance that we would
not somehow be listing twice chemicals under the phase-down
schedule and our suggestion was to perhaps narrow that provision
and we provided some text.

Mr. ToNkO. OK. And the draft legislation requires EPA to in-
clude isomers in the initial list of regulated substances. I under-
stand the Agency has suggested there may not be any benefit to
this requirement.

Ms. Newberg, would you please explain why the Agency does not
think it is necessary to include isomers in the list of regulated sub-
stances?

Ms. NEWBERG. I would be happy to.

The schedule and the list of chemicals that were provided on the
HFCs would be the only chemicals, in our understanding, that
would be subject to the provisions. So our view was that collecting
information on isomers could be burdensome and would not be nec-
essary to effectuate what was being asked for in the legislation.

Mr. ToNKO. Thank you.

Those are the questions I have. I will now allow Mr. Shimkus,
our subcommittee ranking member, to have 5 minutes for ques-
tioning please.

Mr. SHIMKUS. Thank you, Mr. Chairman. And thanks for identi-
fying section 3(d), because I want to go originally to there also.

And based upon the questions that the chairman already asked,
I guess my follow-up question would be, what would be the prac-
tical impact of having this provision remain so ambiguous? If not
changed, based upon your advice, identifying it as ambiguous, what
is the risk?

Ms. NEWBERG. I appreciate the question and I believe it is also
one that I would want our general counsel to consult with, so we
may have to come back to you on that. I think our view is that we
may have to take up some better understanding of this.

Mr. SHIMKUS. So you do agree, as you replied to the chairman,
that it is ambiguous and needs more legislative scrutiny?

Ms. NEWBERG. I believe the terms I used were a little bit dif-
ferent. I think what I said was in our technical advice, we had sug-
gested that if it were intended to be limited to just the phase-down
schedule that it needed to be more narrowly aimed. I don’t believe
I had indicated——

Mr. SHIMKUS. More narrowly named, OK, more specific, more
narrowly focused.

Ms. NEWBERG. If that is the intent.

Mr. SHIMKUS. Yes. And that is why we have legislative hearings.

Let me go to then; I want to ask about transparency and the
public’s ability to know what is happening at the Agency on this
matter.

Is it your opinion that section 7(c)(3) provides transparency on
decisions regarding the evaluation of petitions.

Ms. NEWBERG. Thank you very much.
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And, again, I will refer to the fact that we did provide some tech-
nical assistance on this section as well. And in particular, what we
had commented on was that the provision seems to indicate that
petitions that were denied would be subject to providing that infor-
mation in the Federal Register. And I think our suggestion was
that both petitions that were granted or denied should be treated
in the same manner.

Mr. SHIMKUS. So by filing in the Federal Register, then you are
saying that is the transparency of the basis of my question?

Ms. NEWBERG. I believe that the technical advice suggests that
on the grounds that we did believe a transparent process would be
necessary.

Mr. SHIMKUS. So let’s go to section 7(c)(5). Does this section en-
sure petitions are available to the public?

Ms. NEWBERG. As drafted, it would ask that we publish the full
petition, so that would make them available to the public. We did
provide some advice on perhaps we could notify that they were
available and make them available on a docket, rather than pub-
lish the full petition in the Federal Register.

Mr. SHIMKUS. Should the criteria established in section 7(d)
apply to regulations promulgated under both section 7(a) and in re-
sponse to a petition under section 7(c)?

Ms. NEWBERG. So. Again, referring back to our technical assist-
ance, that was the suggestion that we did make.

Mr. SHIMKUS. OK. Let me just ask some general questions. This
is coming from the Democratic memo.

On page one, they say a global transition away from
hydrofluorocarbons is beginning. Do you agree with that general
statement?

Ms. NEWBERG. I think generally we are seeing that.

Mr. SHIMKUS. OK. And that is without any movement of any leg-
islation. That is just a global movement away from HFCs.

And on their second page, they have a statement: Since then, the
United States has led the world in the transition away from ozone-
depleting substances. Would you agree with that statement?

Ms. NEWBERG. I would.

Mr. SHIMKUS. On their third page, they identify that EPA’s re-
frigerant management regulations established requirements for the
handling, recovering, and disposal of refrigerants, as well as the
prevention and repair of leaks. This framework has led to more
than 168 million pounds of refrigerants being reclaimed from 2000
to 2016, which has avoided significant ozone-depleted substance
emissions to the atmosphere. In addition, EPA regulations have
successfully facilitated transitions away from ozone-depleting sys-
tems in specific applications.

Would you agree with that?

Ms. NEWBERG. I would need to go back and work with my con-
gressional affairs to provide you with that answer. We do have in-
formation reported to the Agency on reclaimed refrigerant on an
annual basis, so we could provide it that.

Mr. SHIMKUS. Yes. And I think that is going to be one of the
points as we raise this again.

My other concern has been that we will have industry, we will
have the environmental community. We will not have small busi-
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nesses representing or consumers being represented in this hear-
ing. We are going to make an attempt to make sure their voices
are heard.

And with that, Mr. Chairman, I yield back my time.

Mr. PETERS [presiding]. Thank you. The gentleman yields back.

The Chair now recognizes himself for 5 minutes for the purpose
of asking questions.

Thank you again, Ms. Newberg, for being here.

I wanted to ask you a little bit about small users and the phase-
down. So the legislation requires a phase-down in the production
and consumption of the listed HFCs—and I take the gentleman’s
point about isomers; we will follow up on that—by 85 percent over
15 years. It is not a ban. I think you have seen things like this in
other contexts.

When the phase-down is complete in 2036, 15 percent of baseline
levels of production and consumption will still be available.

So, Ms. Newberg, can you put the 15 percent amount in context?
Is that a sufficient amount to allow small or niche users of these
materials to continue to use HFCs?

Ms. NEWBERG. Thank you very much.

There may be a couple points to that that are worth noting.
First, there are provisions that are included in here that seem to
allow for additional production or consumption if there are needs
that are going unmet. So that may be something that is there.

In terms of the 15——

Mr. PETERS. In addition to the 15 percent potentially.

Ms. NEWBERG. Additional. That is our read of what is written.

Mr. PETERS. Correct.

Ms. NEWBERG. With regard to the 15 percent, for the ozone-de-
pleting substances, the phase-outs have been complete to zero, and
we have had at times had to look at whether or not there were ad-
ditional uses.

Typically, those were not for small business. It was more for
human health. For example, for metered dose inhalers for
asthmatics. And in those cases, we have always found a way to
work with those uses.

From a point of view in terms of the percentage, the 15 percent
number seems consistent with numbers that we looked at to ensure
that we would not have to look at any kind of additional amounts
needed in order to service existing equipment, ensure that equip-
ment met its useful lifetime, and ensure that if there were any
niche applications that were consumer based or military or others
that those uses could get met.

Mr. PETERS. And just to follow up then, if the 15 percent some-
how isn’t enough, there are other protections in the bill for small
uses that don’t have substitutes available for their applications. Is
that correct?

Ms. NEWBERG. That seems consistent with what is in the bill.

Mr. PETERS. OK. Good.

On the subject of developing substitutes for the use of HFCs, how
has EPA considered lead times for transitions away from certain
chemicals when acting under Title VI?
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Ms. NEWBERG. In this particular space, chemicals are used in a
wide variety of applications. So anywhere from an aerosol or a sol-
vent wipe to foam products.

So for the ozone-depleting substances—and HFCs are used in all
of the same applications as their predecessor chemicals—we have
seen lead times vary, industry by industry, end use by end use, and
without any specific minimum time needed.

Mr. PETERS. OK. So you do see a variation.

And then are there restrictions under Title VI on the import of
HFCs at this time.

Ms. NEWBERG. There are no restrictions under Title VI for the
import of HFCs.

Mr. PETERS. So if H.R. 5544 became law, imports of the HFCs
to be phased-down under the law would be subject to the allow-
ance-based phase-down program. Is that true in your under-
standing?

Ms. NEWBERG. Our understanding is that we would be estab-
lishing an allowance-based program.

Mr. PETERS. OK. Good. Well, thank you very much.

I don’t have any more questions, so I will yield back and at this
time, recognize Mrs. McMorris Rodgers from Washington for 5 min-
utes.

Mrs. RODGERS. Thank you, Mr. Chairman.

While a stated goal of this legislation is to provide certainty to
U.S. companies to phase down the use of HFCs and to invest in
next-generation coolants, I am concerned that this bill will just add
to a growing patchwork of State laws phasing outs these chemicals.

This past year, Washington State, along with California and
Vermont, passed legislation to phase them out. More States are ex-
pected to follow suit.

Like other debates we are having in the committee, for example
on CAFE standards and privacy, having one national standard
often makes the most sense for providing that regulatory certainty.

Ms. Newberg, I am concerned about the danger of unrealistic, le-
gally enforceable timelines and increasing litigation. Does the
Agency believe 90 days is enough time for the Agency to meet the
listing requirements in section 3(a), including the requirement to
list all isomers?

Ms. NEWBERG. Thank you very much for the question.

The Agency did provide technical assistance suggesting that 180
days would be more appropriate and suggesting that the trigger
not be based on publication in the Federal Register since publica-
tion is outside of our scope.

Mrs. RODGERS. Should the obligation to create such a list by a
date certain or to publish it—should the obligation be a date cer-
tain or a date to publish it in the Federal Register?

Ms. NEWBERG. Our technical assistance indicated that we
could—we would be able to implement something that was within
180 days. We did not suggest that we needed to have no date in-
cluded in the bill.

Mrs. RODGERS. Why do you think it is important to have a date?

Ms. NEWBERG. I think that is up to Congress.

Mrs. RODGERS. But you are advising 180 days.
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Ms. NEWBERG. We were advising 180 days as opposed to 90 day,
that is right.

Mrs. RoDGERS. OK. Thank you. I don’t have any further ques-
tions.

Mr. PETERS. The gentlelady yields back.

The chair now recognizes the gentlelady from Delaware, Ms.
Blunt Rochester, for 5 minutes.

Ms. BLUNT ROCHESTER. Thank you, Mr. Chairman.

And I want to thank the members who worked very hard on this
legislation, H.R. 5544.

And thank you, Ms. Newberg, for being here today and for the
technical assistance that you provided on this legislation.

I would like to begin with a few questions about how consumers
will be affected. And my first question is, have you evaluated the
cost to consumers of an HFC phase-down, and if so, what are the
results of the Agency’s evaluation?

Ms. NEWBERG. So we have not provided—I am sorry, we have not
prepared a cost assessment of this particular bill.

Ms. BLUNT ROCHESTER. OK. Do you intend to?

Ms. NEWBERG. We have not been asked to.

Ms. BLUNT ROCHESTER. OK. I think we might want to ask you
to do that. OK.

Would this legislation result in consumers having to replace
equipment using HFCs before the natural end of life for that equip-
ment? For example, let’s say my air conditioner is only a couple of
years old. If this legislation passes, will I have to replace my air
conditioner?

Ms. NEWBERG. No. In reading this bill and our understanding of
the provisions, particularly the provisions in the section, I believe
it is in section 6, we do not believe that that would at all force any-
one to replace their air conditioner before it reaches the end of its
useful lifetime.

Ms. BLUNT ROCHESTER. So what about for servicing my air condi-
tioner, will service technicians still have access to the HFC in my
air conditioner if, for example, it needs to be topped up?

Ms. NEWBERG. So, again, looking at section 6, it does appear that
that section would promote recover, recycle, reuse of existing
chemicals. I can say from our history on the ozone-depleting sub-
stances, we phased out of CFCs in 1996 and we still have CFCs
available for servicing equipment. So the history shows that it
should be available.

Ms. BLUNT ROCHESTER. OK. And can you describe how this
worked for the phase-out of CFCs and HCFCs? And specifically,
were there early equipment retirements necessary or were there
sufficient CFCs and HCFCs available to continue servicing existing
equipment?

Ms. NEWBERG. Based on looking at the programs that we have
in place today, and those programs have been in place since the
1990s, we have not seen situations where people have replaced
equipment because they have not had access to CFCs or HCFCs.
And the recovered CFCs and HCFCs need to meet the same purity
standard as newly manufactured chemicals.

Ms. BLUNT ROCHESTER. And I understand that refrigerant man-
agement, such as requiring that refrigerants be recovered and ad-
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dressing leaks, is critical to minimizing emissions to the atmos-
phere of refrigerants like HFCs. Does section 6 of the bill give EPA
sufficient authority to address refrigerant management and work
to minimize emissions?

Ms. NEWBERG. I believe our review of it seems to indicate that
it would provide sufficient authority to establish recovery, recy-
cling, and reclamation programs.

Ms. BLUNT ROCHESTER. And under Title VI, does EPA currently
address things like training for HVAC technicians? And is that
done broadly, or does it have to be focused on an environmental
focus?

Ms. NEWBERG. Currently, Title VI has provisions that we have
implemented that do require that technicians are certified to work
on equipment that contains ozone-depleting substances and non-
exempt chemicals. In those instances, the training is focused really
much more on the environmental outcome. We don’t see ourselves
as establishing trade programs.

Ms. BLUNT ROCHESTER. OK. And, Ms. Newberg, we are obviously
interested in making sure that this new regulatory program would
be implemented efficiently and in coordination with existing re-
quirements for regulated businesses, such as under Title VI. With
respect to section 7 of the legislation, does EPA have sufficient au-
thority to coordinate any regulations issued under section 7 with
other regulatory requirements?

Ms. NEWBERG. We did note in our technical assistance that lan-
guage that was similar to language that is in section 6 would be
useful to ensure that there was coordination and that we did not
create duplicative requirements.

Ms. BLUNT ROCHESTER. And I want to thank you, and just ask
a more broad question. Is it your expectation that, if passed, EPA
would implement this legislation by integrating and coordinating
the HFC phase-down with the existing regulatory structure of Title
VI?

Ms. NEWBERG. I believe that is a question I would need to take
back and we would need to consider that within the Agency. But
I think based on what is here, there are a lot of similarities to Title
VL

Ms. BLUNT ROCHESTER. Thank you so much for your testimony.

And I would close by just saying it is not often, especially in
these times, that we see things that are bipartisan, members of
both Houses, both Chambers, in support, and industry and advo-
cates. And so I am strongly in support of this bill, and I hope that
my colleagues will also recognize the time is now.

Thank you, and I yield back.

Mr. PETERS. The gentlelady yields back.

The chair now recognizes the gentleman from Ohio, Mr. Johnson,
for 5 minutes.

Mr. JOHNSON. Thank you, Mr. Chairman.

And, Ms. Newberg, thanks for being with us today.

And I know you already know this. The Kigali Amendment to the
Montreal Protocol aims to phase down the use of HFCs but has not
been ratified by the United States.



24

If the legislation before us today is enacted, what would still
need to be done to align our domestic laws in a way that ensures
full compliance with the Kigali Amendment?

Ms. NEWBERG. Thank you very much, and I appreciate the ques-
tion.

We have not done an assessment of how this bill compares to
Kigali. That process would be an interagency process that would
include the Department of State.

Mr. JoHNSON. OK. How could this lack of full compliance affect
U.S. interactions with other countries that have already ratified
the agreement?
th. NEWBERG. Well, again, we haven’t done an assessment of
that.

Mr. JOHNSON. So you would address that issue in your assess-
ment?

Ms. NEWBERG. I think that the process for determining whether
or not an international treaty and how that works with domestic
regulation, typically that is a process that is led by the Department
of State. EPA certainly participates, but typically that is a Depart-
ment of State-led process.

Mr. JounsoN. OK.

I would like to get a better understanding of the language used
in H.R. 5544. And if you can’t answer some of these now, just say
so, and I would appreciate an answer for the record if we get to
that point.

Does H.R. 5544’s definition of consumption allow an importing
country to have established the same or similar requirements to
those in the bill?

Ms. NEWBERG. I am sorry. To allow an importing country?

Mr. JOHNSON. Yes.

Ms. NEWBERG. I think I would need to take that back. Typically
we think about companies, not countries.

Mr. JoHNSON. OK. All right.

Does H.R. 5544’s definition of exchange value have clear direc-
tion for purposes of calculations under this act, since other provi-
siolns ?provide for different calculations aside from the exchange
value?

Ms. NEWBERG. I believe we provided some technical assistance
with regards to different areas in the draft—in the legislation—
that would rely on the exchange value. So we can go back and pro-
vide additional information if needed and see. But I think gen-
erally, we have already addressed that in the technical assistance.

Mr. JOHNSON. OK.

And does H.R. 5544’s definition of produce, produced, and pro-
duction operate similarly to how EPA implements Title VI of the
Clean Air Act when it comes to excluding regulated substances that
were destroyed?

Ms. NEWBERG. We did make a suggestion in our technical assist-
ance that there should be maybe an addition of a phrase at the end
of that section just to be more clear that destruction would be ex-
cluded.

Mr. JOHNSON. OK. All right. Thank you.

Mr. Chairman, I am going to yield the remaining balance of my
time to my colleague from Oklahoma, Mr. Mullin.
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Mr. PETERS. The gentleman is recognized.

Mr. MULLIN. Thank you, Mr. Johnson.

I would like to address some of the stuff that Ms. Rochester, who
is a good friend of mine, brought up.

Ms. Newberg, are you in the HVAC business?

Ms. NEWBERG. I am not.

Mr. MULLIN. You are not? Well, it is interesting to me how you
could certainly answer questions about refrigerant and about re-
placement parts when she was asking you about service and repair,
such as, have you seen that the equipment runs its full life span
without replacement? And you said: We have not seen that.

Well, I have been in the business 20 years—actually 23 years. I
have seen it.

Because what happens is the R-22, which is the ODS that is
being phased out right now—so you don’t have to go back to coun-
sel on this one, which you did the rest of them, but I appreciate
your answering with certainty some of these questions—the R-22,
when you do a replacement drop-in, what we call a drop-in of new
refrigerant, what ends up happening is you lose 80 percent of the
capacity of the unit.

So if you go from an R-22 and you are going to do a drop-in of
like, say, a 421A—which I am sure you are probably not familiar
with that—or you are going to do a drop-in of a 422 or an R—453A,
what happens is you lose 80 percent of your capacity.

And then your PSIs on your compressor runs at 136 PSI, which
is your pressure, at 80 degree temperature day. And when you do
your replacement, it jumps that PSI for your compressor to run up
to 236 to 240 PSI, which burns out the unit, with less efficiency
and less capacity.

So what happens is, yes, you do have to replace it. So when you
talk about a phase-out, you are talking about phasing out a system,;
60 to 65 percent of all the systems out there right now are still
running on R-22. And we haven’t even phased out R—22 and we
are supposed to be phasing it to the 410A, and now you are saying
we are going to phase it out. There is a problem here.

Mr. JOHNSON. Sorry, Mr. Mullin, I am going to reclaim my time.

And, Mr. Chairman, I yield back.

Mr. PETERS. The gentleman’s time has expired.

The Chair now recognizes the gentleman from Florida, Mr. Soto,
for 5 minutes.

Mr. Soto. Thank you, Mr. Chairman.

And thank you, Ms. Newberg, for being here today. I am from
Florida, and we have a lot of sun, and obviously a lot of ACs, and
care deeply about the ozone layer and about clean air.

I wanted to ask you about section 4 monitoring and reporting.
Does section 4, as drafted provide the EPA with all of the informa-
tion that it would need to implement the phase-down?

Ms. NEWBERG. It provides some technical assistance with regards
to section 4. Generally speaking, I think we did feel like the section
did provide us with the information that the Agency needed. In a
few instances, we noted that some of the information being re-
quested, we may already have that information, particularly infor-
mation with regards to the 1989 baselines.
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Mr. Soto. Right. And I have in my notes that you all have been
collecting it since that day. So to confirm, is the current require-
ment that persons subject to the reporting requirement report data
for the baseline years of 2011, 2012, and 2013, helpful? Is that
helpful to you all?

Ms. NEWBERG. I am sorry; I may need to look back at that. I be-
lieve for 2011 and 2013 the information would be helpful in the
sense that those are the years that are the baseline years. The
Agency has some information already reported, but we did not feel
that we necessarily would have a perfect set. We would have to go
back and look at that. So having something included would be
helpful.

Mr. Soto. I would direct your attention to section 4, paragraph
(d), entitled “Coordination.” Does this paragraph provide sufficient
authority to EPA to allow for efficient integrated reporting between
this legislation and existing reporting requirements?

Ms. NEWBERG. We believe the paragraph on coordination was
very helpful and would allow for us to streamline some of the re-
porting requirements.

Mr. SoTo. I appreciate your assistance.

And I yield back.

Mr. PETERS. The gentleman yields back.

The Chair now recognizes the ranking member of the full com-
mittee, Mr. Walden, for 5 minutes.

Mr. WALDEN. Well, thank you, Mr. Chairman. As you know, we
have got this other subcommittee going on downstairs. So I wanted
to ask a couple of questions, and hopefully, they haven’t been al-
ready asked.

Section 7 of H.R. 5544 calls for the EPA to engage in negotiated
rulemaking with the stakeholders and promulgate regulations on
the sector level, meaning a limited list of stakeholders may partici-
pate.

Since consumers are left out of this engagement, do you think it
is appropriate to have the consumers’ voices and not just the man-
ufacturers’ made a part of this rulemaking discussion about the
products they will be able to buy?

Ms. NEWBERG. I believe in any rulemaking that the Agency does
that participation by the public is always welcome and always en-
couraged.

I have not personally had experience with a negotiated rule-
making, so that would be something I would want to check back
as to how best we would make sure that other voices are heard in
the process.

Mr. WALDEN. All right. Section 5(d)(2) of H.R. 5544 allows any
outside party to petition the Agency to accelerate the scheduled
phase-down of HFCs. Section 7(c) of the bill allows any outside
party to petition the Agency to restrict the use of an HFC in a spe-
cific industry.

It appears that the Agency grants these petitions; they automati-
cally must issue regulations with the requested outcomes, thereby
limiting public input.

So do you believe it is clear how the petition process described
in these sections and their subsequent rulemaking processes relate
to one another?
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Ms. NEWBERG. So the Agency did provide technical assistance
suggesting that in instances both where we grant and deny a peti-
tion, in both instances that information should be put in the Fed-
eral Register and should be in a more transparent way so that the
public is aware of that.

Mr. WALDEN. But do you think—well, when would the public
have the opportunity for meaningful participation in that kind of
decisionmaking?

Ms. NEWBERG. I would probably need to go back and consult with
our general counsel. Generally, in our rulemaking process, obvi-
ously, we do provide comment periods. In this particular instance
with this language, I would want to go back and consult.

Mr. WALDEN. It is an issue, question we have. So that would be
helpful to know.

And could either of these subsections be read to prejudge the out-
come of a rulemaking process?

Ms. NEWBERG. We noted in our technical assistance that (c)4
could be read to prejudge the outcome and we had suggested
changes to that language on that basis.

Mr. WALDEN. Did those changes get incorporated into the draft?

Ms. NEWBERG. To my knowledge, they have not yet been incor-
porated.

Mr. WALDEN. OK. All right.

I would yield to the ranking member.

Mr. SHIMKUS. Just to jump in on your question. I think you are
debating between the words or the proposals of promulgating and
promote. And I think if an outside group can appeal and there is
a ruling, a decision made, that does exclude the public from that
debate. And I would hope that we wouldn’t want to do that.

And I would yield back.

Mr. WALDEN. Yes. No, I would hope that, too. I can’t imagine
that is actually the intent of the authors, but it may be the con-
sequence, which is why I think having additional time to fully con-
sider these matters is pretty important.

So with that, I would yield back, Mr. Chairman.

Mr. PETERS. The chairman yields.

The Chair now recognizes the gentlewoman from Michigan, Mrs.
Dingell, for 5 minutes.

Mrs. DINGELL. Thank you, Mr. Chairman.

And I want to thank the committee ranking, the chair and the
ranking minority, for holding and participating in this because I
think this is very important legislation. I think that if you are not
in your position a lot of people that are watching this hearing prob-
ably don’t understand a lot of what they are listening to.

But it is—this is a good, strong bill. It does have bipartisan sup-
port. And it is important that we stay at the forefront of innovation
in this country, strengthen our economy, protect our consumers,
and protect our environment at the same time.

As Mr. Shimkus asked earlier in his questioning; it is clear that
the transition away from hydrofluorocarbons is already happening
globally, and if we are to remain competitive, we can’t afford to sit
on the sidelines.

Michigan is home to nearly 3,900 direct jobs in the heating, ven-
tilation, air conditioning, and refrigeration industry. This bill
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would not only sustain those jobs and another 134,500 manufac-
turing jobs in the United States, but it would create another 33,000
high quality American jobs.

So I thank you for being here. I thank you for providing testi-
mony and your expertise. And I thank the second panel as well.

So I am going to ask a basic question, because I think a lot of
people don’t understand this question. How do hydrofluorocarbons
enter the environment? And why do they matter?

Ms. NEWBERG. Thank you. They are generally released at some
point in time, either through—if it is in an aerosol, then it is a di-
rect release. If it is air conditioning or refrigeration equipment,
then it would maybe leak out over time. Or if it were not properly
recovered and recycled at the end of life from a piece of equipment,
it would be emitted as well. There are other ways as well. Equip-
ment that has been landfilled, sometimes the degradation products
over time will lead to emissions.

Mrs. DINGELL. And it is ending up in our air, our land, and our
water, correct, or at least our air and land?

Ms. NEWBERG. I am not familiar on the water side.

Mrs. DINGELL. All right, I take that back. And how would EPA
go about promulgating a new regulation as directed in this bill to
establish standards for the management of HFCs as you also men-
tioned in your testimony?

Ms. NEWBERG. What the bill seems to be identifying is for the
agency to promulgate notice and comment rulemaking, and we
would do so following both the requirements to do that and using
anuinformation and availability for our partnership programs as
well.

Mrs. DINGELL. We talked about earlier—my colleague, Mr. Shim-
kus, raised it that the worldwide transition away from HFCs is be-
ginning. Are you aware of any other countries who are imple-
menting a regulatory framework to manage this transition success-
fully, and are there lessons learned?

Ms. NEWBERG. I am certainly aware of a number of countries
that are already implementing restrictions and phase-downs of
HFCs. We have not evaluated whether or not there are lessons
learned from those.

Mrs. DINGELL. Would it be a good idea to do that?

Ms. NEWBERG. I am sure we can take that back. It is always a
positive way to look at other countries and see what works and
what doesn’t work.

Mrs. DINGELL. And in your technical opinion, does H.R. 5544 give
the EPA the necessary authority to phase-down HFCs responsibly
that provides both economic and environmental benefits?

Ms. NEWBERG. We have not evaluated the bill in particular on
either the economic or environmental benefits in any kind of spe-
cific way. It does appear to provide the authority that would be
needed to phase down HFCs.

Mrs. DINGELL. I thank you for those answers, and I yield back
my time.

Mr. PETERS. The gentlelady yields back.

The Chair now recognizes the gentleman from Oklahoma, Mr.
Mullin, for 5 minutes.

Mr. MULLIN. Thank you, Chairman.
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Can I go back to a question that was asked earlier too about
licensings. Ms. Newberg, starting with page 22, line 23, it says reg-
ulations to control, where appropriate, any practice, process, or ac-
tivity regarding a service repair, disposal, or installation of equip-
ment that involves a regulated substance or substitute for regu-
lated substance that the EPA administrator basically would set
those standards. You would be over the licensings of insulation, re-
pair, service, everything. Are you guys prepared to take over the
licensing of that?

Earlier you said—when Ms. Rochester asked the question, you
said that you guys are already in that space. You are not in the
space where I am at for the install, repair. You are not in that
space.

Ms. NEWBERG. Under Title 6 of the Clean Air Act, there are reg-
ulations today that do guide air conditioning service and repair.

Mr. MULLIN. About emitting. It is emitting. It is when it is re-
leased. That is where you guys are in it, when we release the prod-
uct that is being used. It is illegal.

Ms. NEWBERG. There are additional requirements on recovery,
recycling——

Mr. MULLIN. Sure.

Ms. NEWBERG [continuing]. And reclamation, including provi-
sions that deal with servicing practices.

Mr. MULLIN. But you are not into the repair side of it. Specifi-
cally, when this talks about licensing, that you are going to be
overseeing the regulations to control, where appropriate, any prac-
tice, process, or activity, any, any practice, process, or activity re-
garding the servicing, repair, or disposal or the installation, that is
the whole product. That is everything. That is not the refrigerant
at this point. You guys are in the refrigerant space, not in this.

Ms. NEWBERG. So I will need to go back and consult and work
through our congressional affairs to provide——

Mr. MULLIN. Well, while ago when you was asked the question,
you said that you guys are already in that space, and so I want
to clarify, you are not in that space. You are just in the refrigerant
space, right? And underneath this, it gives you authority to enter
in broadly, more broadly into the licensing of service techs, of our
technicians.

Ms. NEWBERG. So Title 6 under subsection 608, we do have a li-
censing presence.

Mr. MULLIN. Not Title 6. I am talking about this.

Ms. NEWBERG. Yes.

Mr. MULLIN. Underneath this, this gives you more broad author-
ity. Does it not?

Ms. NEWBERG. I would like to make sure I answer your question
correctly.

Mr. MULLIN. Yes.

Ms. NEWBERG. You asked about the licensing. So EPA does pro-
vide licenses for air conditioning and refrigeration technicians, both
for motor vehicles and for stationary equipment.

Mr. MULLIN. For the recovery of the refrigerant.

Ms. NEWBERG. For including servicing practices associated
with——
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Mr. MULLIN. Not the servicing practicing because that comes
from the—our licensing that we do comes from the construction in-
dustry board in the State of Oklahoma. And if we go to a different
State, that is where our licensing comes from. Where you guys are
over is when we start recovering or filling the refrigerant of the
units.

Ms. NEWBERG. I am happy to take this back and work with our
congressional affairs.

Mr. MULLIN. Right.

Ms. NEWBERG. I believe the language is opening in our regula-
tion, so it is opening the system, but I am happy to——

Mr. MULLIN. Right, which is the refrigerant. When we open it,
it is reclaiming the refrigerant.

Ms. NEWBERG. If you are asking if we have licensing on the elec-
trical side——

Mr. MULLIN. I am not talking about the electrical side. I am talk-
ing about what this says. It says any practice. And my whole point
that I am getting to is this is much more broader language than
what it is, which opens the door for interpretation. So I am not—
I am telling you where our licensing already comes from versus
reading this.

Now, going back, when we start talking about the recovery of the
refrigerant, is it illegal right now for the refrigerant to be released
into the air?

Ms. NEWBERG. There is a prohibition in the Clean Air Act that
prevents it.

Mr. MULLIN. Right. And so what is the fine for that?

Ms. NEWBERG. I will have to check with the

Mr. MULLIN. Five thousand dollars. It is $5,000 per occurrence
is what we would get fined, according to our training from the
EPA, if we were to get caught releasing the refrigerant. And so I
say that because 65 percent of all the units that are out there right
now are still on the old R—22 system because when you was asked
questions earlier, you was asked can a system run its full cycle?
Well, the full cycle is 15 to 20 years is what your system works.

And they phase-out—when you are phasing this stuff out, you
phase-out the parts to it too. That is why this has been getting
phased out since the Montreal Protocol, but yet 65 percent of the
system, 60 to 65 percent of the systems, are still working on the
old system, the R22 system. And now we are already trying to
phase out the new system to which is supposedly supposed to go
to the 410A. What is the measurement that you are using to say
that the 410A needs to be phased out, too, because in your testi-
mony, you stated that while HFCs do not deplete the ozone layer,
most HFCs are potent greenhouse gases? How are you measuring
that because more of the systems right now are still using the old
system?

Ms. NEWBERG. I am sorry.

Mr. MULLIN. What is the need

Mr. PETERS. Mr. Mullin—Mr. Mullin, ask her a question and
allow her to answer it, but your time has expired.

Mr. MULLIN. I think she was answering me.

Mr. PETERS. OK.
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Mr. MULLIN. What is the purpose to phase-out the HFCs? What
is causing the urgency to phase it out?

Ms. NEWBERG. Well, that is a question for Congress. That is a
policy question, and I can only answer based on what I can inter-
pret in the bill.

What your question was regarding the measurement, I believe
what they—of greenhouse gasses, I believe, was your question, and
the list that seems to be being used is an IPCC list of greenhouse
gas substances and their potency.

With regards to your question on fines, I believe it is more like
$50,000, but I would need to check that. I believe it is $50,000 per
incident per day is the maximum fines, but that is

Mr. MULLIN. It depends on the——

Mr. PETERS. The gentleman’s time has expired. The Chair now
recognizes Mr. Carter from Georgia for 5 minutes.

Mr. CARTER. Ms. Newberg, thank you for being here. We appre-
ciate you being here very much.

Ms. Newberg, I want to ask you about the—you are obviously
very familiar with—thank you—with the Kigali—Kigali, is that the
way you pronounce it?

Kigali.

Mr. PETERS. He is from Georgia, he doesn’t speak Georgia.

Mr. CARTER. Kigali is the way you pronounce it in Geechee. That
is what we speak down in south Georgia. OK. And pay no attention
to my colleagues here up on the dais, but nevertheless, you know,
help me understand this. I am a pharmacist. I am not in this area,
necessarily, but I just want to understand the difference, the basic
difference between the HFCs and the HFOs and how they differ in
utilization.

Ms. NEWBERG. Between the HFCs and the HFOs?

Mr. CARTER. Right.

Ms. NEWBERG. The HFOs are another class of substitute chemi-
cals. There are a lot of substitutes, ozone depleting substances.
They are not all HFCs. They are not all HFOs. Hydrocarbons, car-
bon dioxide, many other types of chemicals have been used, Meth-
ylene

Mr. CARTER. Right. So how much do we know about the HFOs?

Ms. NEWBERG. I think that may be a question——

Mr. CARTER. I think the question that was asked earlier about
how can you measure this if we haven’t been using them, that is
what I am concerned with here.

Ms. NEWBERG. So HFCs have been used in the United States
since at least the early 1990s, probably certainly before then. They
have been used in a variety of uses for a very long time. They are
not new chemistry from that perspective.

Mr. CARTER. OK. One last question and that is—Mr. Chairman,
I want to ask unanimous consent to enter into the record a letter
from the National Marine Manufacturers Association.

Mr. PETERS. Without objection, so ordered.

[The information appears at the conclusion of the hearing.]

Mr. CARTER. Thank you. One thing, one point that the boat mak-
ers make is that they do not have an option now, an alternative,
if they are not using the HFCs for certain parts of the boats. Now,
they have decreased, they have decreased their use of them 80 to
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90 percent. However, it adds to the weight on it if they don’t use
the HFCs, and therefore, they use more fuel. Are we not just shoot-
ing ourselves in the foot here if we try to solve one problem but
we create another problem?

Ms. NEWBERG. I think there is a policy question in there that has
to be taken up in how this legislation is developed, but in terms
of your question on whether or not they have alternatives, or any
group has alternatives, I think the way this is structured in the
legislation is, that is something that we would look at as sector-by-
sector basis.

And the technical assistance we provided is that we should actu-
ally cut that even finer and not just look at the sector but look at
the individual end uses. Because foams used in boats is going to
be different used than foams used, for example, in chairs or foams
used in building insulation.

Mr. CARTER. So what you are telling me is, you may have exemp-
tions, exceptions?

Ms. NEWBERG. I believe the legislation is set up both to allow for
that, and also the gradual phase-down means that different sectors
could go at very different times.

Mr. CARTER. OK. I am going to yield the rest of my time to the
gentleman from Oklahoma.

Mr. MULLIN. What is the reason for the change to phase-out
410A to A2L?

Ms. NEWBERG. So A2L is a designation by ASHRAE as to types
of refrigerant. It is not a specific type. There are a number of re-
frigerants that are both HFCs and non-HFCs that would meet that
designation.

Mr. MULLIN. But to phrase out from the 410L to the new refrig-
erant that we are going to, what is the need for that? Why do we
feel the need for it if it is not depleting the ozone?

Ms. NEWBERG. Well, I mean, I noted in my testimony, they are
put in greenhouse gases, but I believe that is a question for the co-
sponsor of the bill.

Mr. MULLIN. But isn’t the A2L, isn’t it flammable? The refrig-
erant that we are going to, we go from a non-flammable refrigerant
to a flammable refrigerant, is that not true?

Ms. NEWBERG. So there are both flammable and non-flammable
refrigerants in wuse broadly today, including, you mentioned
410A——

Mr. MULLIN. The one that we are specifically talking about, that
we use daily, each day, inside customers’ air conditioners, con-
sumers, it is non-flammable?

Ms. NEWBERG. I believe you are referencing a particular product.

Mr. MULLIN. The 410A to which we are going out, to which we
are phasing out because it is part of the FHCs, we are phasing that
out, and we are going to a flammable, to, the manufacturer says,
a mildly flammable refrigerant. Is that not accurate?

Ms. NEWBERG. I don’t believe there is anything that legislation
that dictates a specific choice on what manufacturers

Mr. MULLIN. But that is the direction that we are going to. That
is what the manufacturers are phasing out to. The manufacturers
are even claiming that it is mildly flammable.
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Ms. NEWBERG. So I believe there are a full range of flammable,
non-flammable, and mildly flammable alternatives. It would de-
pend on the end use and the manufacturer——

Mr. MULLIN. Not widely used right now. We are not putting
flammable refrigerant in consumers’ homes.

Ms. NEWBERG. I believe in certain products we are.

Mr. MULLIN. Not for refrigerant, we are not putting them in be-
cause we are not allowed to. I am not allowed to put those in. The
only way they can come in is they come in with a closed-loop sys-
tem, and then we are not allowed to work on those. That takes a
whole other classification. I yield back.

Mr. PETERS. The gentleman’s time has expired. The chair now
recognizes the gentleman from West Virginia, Mr. McKinley, for 5
minutes.

Mr. McKINLEY. Thank you, Mr. Chairman. And I would really
like to give more of the time to Representative Mullin to continue
his questioning if he could, please. I yield to him.

Mr. PETERS. OK.

Mr. MULLIN. Coming back to the question that I was asking, to
reference it again—and I will try to give you more time to answer
it here—if we are still using the old, old system, which is the R22,
if we are still using the old, old system, it is 60 to 65 percent of
all the air conditioners that are still in customers’ homes that are
being used today, and only 30 to 35 percent of the systems are run-
ning on the HFCs, which is the 410A system for customers that are
running refrigerant, my whole point that I am trying to get to is,
does it seem reasonable that we are phasing out the 410As when
they are not even widely used yet? So we really don’t have a way
to measure what their impact is on the environment. Would you
say that is accurate?

Ms. NEWBERG. So we have not installed new equipment in the
United States, at least not legally, since 2010, using R22. Since
that time

Mr. MULLIN. All right. There is a complete phase-out in 2015.
You couldn’t even buy replacement parts in 2015, and then, of
course, in 2020, this year, you can’t even buy the drop-in refrig-
erant anymore for what we call for the R22s.

Ms. NEWBERG. So R22 is available today. It is just not newly
manufactured. It is recovered and recycled. It is still available
today. It has not been available for new equipment since 2010.

Mr. MULLIN. Right.

Ms. NEWBERG. And then I think to answer your other question,
the agency hasn’t approved any A2L refrigerants for split systems
for— I believe what you are talking about is what we would com-
monly call essential air conditioning. We have not approved an A2L
refrigerant for that application to date.

Mr. MULLIN. Well, the manufacturers are already saying that the
phase-out, the replacement for the 410A will be the A2L, and they
openly say that it is mildly flammable.

Ms. NEWBERG. A2L is an ASHRAE designation——

Mr. MULLIN. I know that.

Ms. NEWBERG. —it might be mildly flammable, but my under-
standing—and I am not—I think you have a panel coming up of in-
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dustry experts, so you may be better off having that conversation
with them.

Mr. MULLIN. Well, but we are talking about the environment. My
whole point that I am trying to get to, is it really safe? Is it really
safe for us to be going to a non-flammable to a flammable when
the product that we have right now is safe to be in a home, it is
not ozone-depleting, it is against the law to release it, we have to
recover it, we have to measure it? For your account, you are saying
50,000; for our account, it is 5,000 depending on what level of
i:laims that you are bringing into it—for the fines to be able to re-
ease it.

And all T am saying is, the consumer is the one that is getting
hit with this. Because when you replace the system, the system for
a three-ton unit which is the average for a average home inside the
United States, the replacement cost it roughly %6,500. For a five-
ton system which is what you have in a lot of Midwest because the
homes are slightly larger, the replacement cost is roughly $10,000.
So that is today.

And so I am trying to figure out, what is the consumer benefit
of this. We are going to cause the consumer to switch to a new sys-
tem that is going to be already out in another 15 years. So we are
going to take out—we are going to say, you can’t put in the R22
systems anymore, so you got to go to the 410A systems. And by the
way, when you put that 410A system in it, by the time it is going
to start needing repairs, which 1s about 15 years, it is not going to
be able to be repaired, and you are going to replace the system
again to the new A2L, which by the way, that is flammable. We
are going to put—now we are going to put a flammable product
into your system. How is that best for the consumer?

And when you start talking about, according to you, the 410L—
or 410A isn’t ozone depleting, what is the measurable reason then
that we would put the consumers’ safety at risk over a possible
greenhouse gas potential leak?

Ms. NEWBERG. I think if you—we would be happy to follow up
through my Congressional Affairs Office and provide you with in-
formation on refrigerant safety.

Mr. MULLIN. But that is not answering the question. Is it—in
your opinion, is that the right way to do, to put—to switch, to go
from a non-flammable product to a mildly flammable product?

Ms. NEWBERG. I believe that is a question that I can take back
and work with you with our Congressional Affairs to provide you
with information.

Mr. MuLLIN. OK. With that, I yield back.

Mr. PETERS. The gentleman yields. The Chair now recognizes the
gentleman from Texas, Mr. Flores, for 5 minutes.

Mr. FLORES. Thank you, Mr. Chairman. Ms. Newberg, thanks for
joining us today. I have two quick questions for you. In section 5,
there is an outline for a timeline for the phase-down of regulated
substances. But that timeline also allows exemptions under certain
circumstances. So my question is this. Do you believe that section
5 is clear when it comes to specifying for when and what and why
exemptions would be allowed under the HFC phase-down?

Ms. NEWBERG. Thank you. I believe we provided in our technical
assistance, and I am just looking now, that we did believe that
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there were some small changes that could be made to make that
a little bit more clear and connect that information.

Mr. FLORES. OK. Great. I appreciate that. My next question
builds on the question that GOP Leader Walden was asking about,
section 7. There is an evaluation provision that is designated as “E”
under section 7 for technology transitions. It is clear in that provi-
sion that the EPA shall consider the availability of alternatives to
regulated substances for potential rulemaking procedures. And so
my question in this regard is, what would help facilitate this proc-
ess and also to make sure that there is transparency for the public
in this process?

Ms. NEWBERG. Thank you. I appreciate the question. And I will
note that one of the conditions that the EPA is supposed to look
at is safety in particular. I believe we provided technical assistance
that also noted for more transparency what might be helpful is for
some language to be added in, language that could be consistent
with Title 6 on a clearinghouse, which would be just for folks to
understand what alternatives we are looking at in terms of avail-
ability.

Mr. FLORES. OK. Great. I appreciate the responses on that. I am
going to yield the balance of my time to the gentleman from Okla-
homa, Mr. Mullin.

Mr. MULLIN. Ma’am, I am sorry you and I get to talk so much.
It is just that this is a very passionate point for me because at the
end of the day, the consumer, I think, is the one that is being left
out of this conversation.

I know we have heard from different people up here that they
said it is rare that the manufacturers and the chamber come to-
gether on an agreement, but as our—Ranking Member Shimkus
pointed out, the small businesses and the customer, the consumer,
our constituents, are left out. And the whole thing that I am trying
to get to is, is we talk about certainty inside the industry through
regulation, but what about the uncertainty to the consumer?

As I said, we haven’t even completely finished out the phase-out
of the R22. And I go back to the same question. I can’t figure out
what the need is if we haven’t already phased out the R22, the
410A, what is the need to go ahead and phase-out the HFCs which
is the 410A? What is—your expert opinion, what is driving the
need to do this?

Ms. NEWBERG. I appreciate the question and I do believe that is
a question for the drafters of the bill. It is a policy question as to
what the——

Mr. MULLIN. OK. Well, in your opinion, do you feel like there is
actual need to phase-out HFCs?

Ms. NEWBERG. I am not here in my personal capacity. I am here
as a representative of my agency and providing technical assistance
on draft legislation.

Mr. MULLIN. I understand that, but the drafters of the bill was
pointing towards the environment.

Ms. NEWBERG. I understand that.

Mr. MULLIN. And you are the EPA.

Mr. SHIMKUS. If the gentleman would yield?

Mr. MULLIN. Yes.
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Mr. SHIMKUS. I have been in this position numerous times. She
is not supposed to give her personal opinion. She is just supposed
to comment on the legislative language of the bill and whether it
can be enacted or it can’t or some other

Mr. MuLLIN. OK. I will rephrase my question then. Is there a
concern at the EPA that 410A is hurting the environment?

Ms. NEWBERG. The agency already has regulations on 410A be-
cause of recovery recycling and to prevent the venting of the refrig-
erant.

Mr. MULLIN. But do you feel like the 410A, the HFCs are hurting
the environment?

Ms. NEWBERG. The agency made a determination that it was not
exempt from the venting prohibition, that it needed to be recovered
and recycled under section 608—I am sorry—it needed to be not
vented.

Mr. MULLIN. But with the recycling going on, is HFCs hurting
the environment?

Ms. NEWBERG. So the agency made a determination in 2001 that
it was not exempt, meaning, it did not find that there was no envi-
ronmental impact. In other words, we found there was an impact.
l())therwise, we would have exempted it from the section 608 prohi-

ition.

Mr. MuLLIN. That is back from 2001?

Ms. NEWBERG. That is back since 2001 and before then, the
agency had determined, based on what Congress gave us in the
Clean Air Act under section 608, that we could not allow the re-
leases during service, maintenance, repair, and disposal of air con-
ditioning refrigeration equipment.

Mr. MuLLIN. OK.

Mr. PETERS. The gentleman’s time has expired. The chair now
recognizes the gentleman from Texas, Mr. Olson, for 5 minutes.

Mr. OLSON. Yes, I thank the Chair, and welcome to our witness.
Ma’am, my home in southeast Texas, I have lived there since 1972.
Now, I am a Texan, so I don’t talk funny like my friend from Geor-
gia, but we moved there with one car, a 1963 Chevy station wagon
with no AC. That car was in my family for, maybe, two days max-
imum in Texas. We could not live without air conditioning. The
forecast in southeast Texas is the same from late April to mid Oc-
tober. It is 95 degrees or more, and 95 percent humidity or more.

Without air conditioning, my home region would not be the fast-
est growing region in the country with Houston, Texas, about to be-
come the third biggest city in America.

The Texas Medical Center, Texas Children’s Hospital in the med-
ical center, M.D. Anderson Cancer Center, all those great research
places for kids get care, cancer cured, they would not be here with-
out air conditioning.

The 8th wonder of the world, a building called the Houston As-
trodome, was solely built for air conditioning. We have a little park
out there called Colts Park, outside, heat, humidity, they cannot
play there. The mosquitoes were as big as flies. They kept swarm-
ing. So my point is, air conditioning is a part of our life that we
have to have in Houston, Texas.

We just replaced my air conditioner in my house. Have two ACs,
had to replace one because it got old. My question is, if this bill




37

becomes law, do I have to replace my air conditioner within 15
years, 20 years, 25 years, or can I keep it as long as it is working?

Ms. NEWBERG. You do not need to replace it. You can keep it as
long as it is working.

Mr. OrLsoN. OK. That is good news for my wife. I want to talk
about the commercial aspect. As I mentioned in my opening state-
ment, a company called Daikin, which is a Japanese company that
has got 7,000 people working in Texas 22, they make air condi-
tioners. Their sales last year, $17 billion. They operate in 150 coun-
tries. Their research and development budget last year, $300 mil-
lion. Been in business now since 1924, 96 years.

My question is, if this bill does not become law, what happens
to Daikin here in America? Can they stay here? Will they stay
here? Or will they be forced to go overseas because we can’t com-
pete with old laws?

Ms. NEWBERG. I appreciate the question. I don’t think I could
speak to the ramifications on any particular company or business
based on the legislation. We haven’t done that type of analysis.

Mr. OLSON. But you said in your statement, though, lots of coun-
tries right now, overseas, are switching to, you know, getting rid
of the CFCs, and we are behind that curve. So if we don’t adapt
and give a phased, defined timeline, does that hurt a company like
Daikin that wants to stay here, that may have to go somewhere
else because the whole world is doing something with HFCs and
we are not?

Ms. NEWBERG. I appreciate the question, and it may be better for
the industry or others to weigh in on that more than from the
EPA’s perspective. I think what we have seen before and what we
have spoken to is, the time—the time differences could impact dif-
ferent industries in different ways, but we haven’t done any anal-
ysis on a particular company.

Mr. OLSON. And this is not something new, right? EPA has done
this in the past where you phase in some new process or some new
chemical. We talked about what we did the last time with the, you
know, the Montreal Protocol. This is nothing new, right? Not a big
deal for EPA to adapt, correct?

Ms. NEWBERG. So Title 6 of the Clean Air Act set in motion for
EPA implementation of the Montreal Protocol and phase-out of al-
ternatives as well as—sorry—phase-out of the ozone-depleting sub-
stances and identification of alternatives. The legislation does seem
to request the agency to do many of the same activities.

Mr. OLSON. So again we have been down this road once before.
%)tﬁs not some radical path we are going down right now with this

ill.

Mr. Chairman, I would like to offer unanimous consent four doc-
uments of support for the record. The first one is from five Sen-
ators—Mr. Kennedy and Mr. Cassidy, Ms. Collins, Mr. Cotton, and
Mr. Graham. The second one, it was mentioned by my colleague
from Georgia. It is from the National Marine Manufacturers Asso-
ciation. The third is from the U.S. Chamber of Commerce and Na-
tional Association of Manufacturers. And the fourth one is from the
Americans for Tax Reform, Freedom Works, and the ACCF, the
American Council for Capital Formation.

Mr. PETERS. Without objection, those will be ordered.
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[The information appears at the conclusion of the hearing.]

Mr. OLSON. Thank you. I yield back.

Mr. PETERS. OK. The gentleman yields back. That concludes our
first panel. I would like to thank Ms. Newberg for joining us today.
Thank you for being here.

I would like to recognize that Mr. Olson cannot not talk about
the Astros, no matter happens.

Mr. OLsON. Well, we got caught——

Mr. CARTER. Well we can talk about the Astro’s we can talk
about them——

Mr. PETERS. No matter what happens, he has got to mention the
Astros.

At this time, I would ask the staff to prepare the witness table
so we can get begin our second panel shortly. The committee is in
recess for 5 minutes.

[Recess.]

Mr. PETERS. All right. We will call the committee to order. We
are now ready for our second panel, and I will now introduce the
witnesses.

Thank you all for being here very much. Mr. John Galyen is
president of Danfoss North America. He is testifying on behalf of
the Air Conditioning, Heating, and Refrigeration Institute.

Ben Lieberman, senior fellow, Competitive Enterprise Institute,
and I understand, Mr. Lieberman, you spent some time with this
committee before, so welcome back.

Mr. David Doniger, senior strategic director of Natural Resources
Defense Council.

Mr. Gary Bedard, president and chief operating officer of Lennox
International, who is testifying on behalf of the Alliance for Re-
sponsible Atmospheric Policy.

Before we begin, just an explanation about the lighting system.
In front of you are a series of lights. The light will initially be
green. The light will turn yellow when you have 1 minute left.
Please begin to wrap up your testimony at that point. The light
will turn red when your time expires.

At this time, Mr. Galyen, you are recognized for 5 minutes for
your opening statement.

STATEMENTS OF JOHN GALYEN, PRESIDENT, DANFOSS
NORTH AMERICA, ON BEHALF OF THE AIR-CONDITIONING,
HEATING, AND REFRIGERATION INSTITUTE; BEN LIEBER-
MAN, SENIOR FELLOW, COMPETITIVE ENTERPRISE INSTI-
TUTE; DAVID D. DONIGER, SENIOR STRATEGIC DIRECTOR,
NATURAL RESOURCES DEFENSE COUNCIL; AND GARY
BEDARD, PRESIDENT AND CHIEF OPERATING OFFICER,
LENNOX INTERNATIONAL, INC., ON BEHALF OF THE ALLI-
ANCE FOR RESPONSIBLE ATMOSPHERIC POLICY

STATEMENT OF JOHN GALYEN

Mr. GALYEN. Good morning, everyone. And thank you, Mr. Chair-
man and Ranking Member Shimkus, and the members of the sub-
committee.

As already stated, my name is John Galyen, and I am the chair-
man of the board of directors at the Air-Conditioning, Heating, and
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Refrigeration Institute, the trade association of manufacturers of
HVACR and water heating equipment. AHRI is more than 300
member companies, manufacture quality, efficient and innovative
residential and commercial air conditioning, space heating, water
heating, and commercial refrigeration equipment and components
for sale in North America and around the world.

AHRI member companies produce more than 90 percent of the
previously named equipment used here and around the world. I
also serve as president of Danfoss North America, a manufacturer
and a member company of AHRI. Thank you for this opportunity
to provide comments on this important bill.

The companies in this industry, with significant business and
manufacturing operations here in the United States, are among the
recognized world leaders in HVACR technologies with decades of
substantial investments in innovation and R&D that has enabled
us to lead and support successful transitions in refrigerant tech-
nologies over the past 30 years.

I would like to highlight that the swift enactment of the AIM
Leadership Act would establish a Federal framework to guide the
transition out of the group of substances known as
hydrofluorocarbons, commonly referred to as HFCs, into the next-
generation technologies, many of which are made here in the
United States.

HFCs are used as refrigerants as well as solvents, foam-blowing
agents, propellants, fire suppressants, and aerosols. Some have
asked, why is Federal legislation needed to phase- down HFCs?
Without Federal legislation, or passage of this bill, we face a dis-
orderly transition that puts American industry and innovation at
risk. This will add significantly more cost and complexity that will
be especially burdensome for small and mid size businesses that
have limited resources and without the scale to absorb the incre-
mental investments required.

Many of the new technologies needed in the transition will be de-
veloped here in the United States which can be a major advantage
for American business, workers, and consumers. However, there is
a big difference between an orderly transition guided by Federal
legislation and a disorderly transition, which will occur in the ab-
sence of a Federal framework.

With an orderly transition, the American HVACR industry has
certainty, stability, and predictability with regard to product lines,
supply chains, distribution networks, and legal and regulatory re-
quirements. This will enable businesses to invest and innovate.
This is where all the economic benefits come from, 33,000 new jobs,
$12 billion in direct manufacturing output, and a 25 percent in-
crease in exports.

In an orderly transition, we have a pretty clear picture of how
to manage the HFC transition and we can plan, invest, hire, and
build accordingly and to transition in a shorter timeframe. In a dis-
orderly transition, where there is no Federal framework, it is likely
that chaos will prevail. And it is uncharted water for us, since all
prior refrigerant transitions were all guided by an early Federal
framework.

In a disorderly transition, a company, in order to remain com-
petitive, will have to maintain multiple product lines without a na-
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tional framework. This complexity would extend into supply chains,
warehousing, distribution networks, and significantly increase the
cost of regulatory compliance. A smaller company may be forced to
compete in some regions and not in others due to the extra costs
and complexity.

The AIM Leadership Act puts us on a path for an orderly transi-
tion away from HFCs. The American HVACR manufacturing indus-
try and the AHRI member companies are in strong support of the
AIM Leadership Act.

NAM and the U.S. Chamber of Commerce also support H.R.
5544. We believe it would create regulatory certainty, stability, and
predictability. This protects the interests of large and small manu-
facturers and all consumers, while also encouraging new tech-
nology investment and development that would result in jobs cre-
ation and increased trade.

I urge Congress to act swiftly in the passage of this bill for the
benefit of American manufacturers, workers, and consumers.

Thank you for the opportunity to testify, and I welcome any
questions you might have.

[The prepared statement of Mr. Galyen follows:]
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Good morning, Chairman Tonko, Ranking Member Shimkus, and members of the
Subcommittee. My name is John Galyen, and | am the Chairman of the Board of Directors of
the Air-Conditioning, Heating, and Refrigeration Institute (AHRI), the trade association for

manufacturers of HVACR and water heating equipment.

AHRI’s more than 300 member companies manufacture quality, efficient, and innovative
residential and commercial air conditioning, space heating, water heating, and commercial
refrigeration equipment and components for sale in North America and around the world.

AHRI also develops standards for, and certifies the performance of, many of these products.
AHRI member companies produce more than 90 percent of the previously named equipment
used in the United States and more than 70 percent that is used around the world. Simply put,
each of your constituents depends on the equipment produced by our member companies

multiple times each day to ensure their health, safety, comfort, and productivity.

Page 2 of 10



43

| also serve as President of Danfoss North America, a manufacturer and member

company of AHRI.

Thank you for the opportunity to provide comments on this important bill; a bill that |

am happy to note does not require funding to pass.

I would like to highlight that swift enactment of the H.R. 5544, the American Innovation
and Manufacturing Leadership Act of 2020 -- would create a federal schedule to phase down a
class of chemicals known as hydrofluorocarbons, or HFCs and would, at the same time, create
American jobs, stimulate investment, and boost exports. This rare opportunity for bipartisan
leadership, with its job creation, investment stimulant, and export increase, will ensure that
American companies can continue to lead a rapidly growing and increasingly competitive global
market for heating, ventilation, air conditioning, and refrigeration products and equipment.
Without passage of this bill, we risk a disorderly transition that put American industry and

innovation at risk.

The Heating, Ventilation, Air Conditioning, and Refrigeration (HVACR) industry was born
right here in the U.S. and supports 1.3 million American jobs and annually contributes $158
billion worth of goods and services to the U.S. economy. The companies in this industry with
significant business and manufacturing operations here in the United States are among the

recognized world leaders in HVACR technologies, with decades of substantial investments in
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innovation and R&D that has enabled us to lead and support the successful local and global

transitions in refrigerant technologies over the past 30 years.

The lack of federal HFC regulation places at risk that hard-earned leadership role and is
giving our foreign competitors an advantage as they develop the next generation technologies
that the world will use to ensure health, safety, comfort, and productivity. American-based
companies have been preparing for a transition from HFCs for nearly a decade, investing
billions of dollars in the development of new refrigerants that will be vital to the next
generation of HVACR products and equipment. Without this bill, our investments and

leadership are at risk and we face the loss of global, technical innovation and jobs.

The commitment to innovation is one of the hallmarks of the U.S. HVACR industry and
American manufacturing in general. Innovation has conferred substantial economic benefits to
manufacturers based here in the United States as well as to American workers and consumers.
It also has provided important environmental benefits, with each generation of refrigerant
technologies designed to be significantly more environmentally friendly, both in terms of
impacts on the stratospheric ozone layer and the climate and also in terms of the energy

efficiency and overall performance of equipment.

The refrigerants at issue in this bill, hydrofluorocarbons, or HFCs, are commodity

chemicals used as refrigerants, solvents, foam blowing agents, propellants, fire suppressants,
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and aerosols. HFCs were initially commercialized as substitutes for previous generations of
refrigerants and fire suppressants, such as chlorofluorocarbons (CFCs), halons, and HFCs’
immediate predecessors, hydrochlorofluorocarbons (HCFCs), which were found to deplete the
stratospheric ozone layer. Those chemicals were phased out under the Montreal Protocol,
which was negotiated and signed by President Ronald Reagan in 1987. The Montreal Protocol,
which is universally recognized as the world’s most successful international treaty, was ratified

unanimously by the Senate in 1988.

About 15 years ago, American-based companies began preparing for a transition away
from HFCs, investing billions of dollars in the research and development of new refrigerants as
well as the products and equipment in which they would be used, so our companies could be

among the first to bring to market these technologies.

American companies have invested the most in innovation for the next generation of
refrigerants and equipment, compared to their global counterparts, and are as a result best
prepared to benefit from a transition from HFCs and into American-made next generation
refrigerant technologies. What is lacking, is a federal framework for an HFC phase down. This
absence of a federal framework leaves American manufacturers at a disadvantage with their

foreign counterparts, who are already operating under their own federal frameworks.
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The American Innovation and Manufacturing Leadership Act of 2020, if swiftly enacted

by Congress, would establish that urgently needed federal framework.

This bill does not ban or cut off the use of HFCs. Rather, it provides a framework for a
gradual reduction in the production and import of HFCs over a 15-year period. This provides a
market- and consumer-friendly path for transitioning to HFC substitutes. At no point would this
bill force anyone to abandon existing refrigeration or air conditioning equipment simply
because that equipment uses HFCs. On the contrary, consumers and building owners will be
able to continue using HFC-based equipment for as long as that equipment is able to be
serviced. What will change, over time, is that new, innovative equipment will become broadly
available. Eventually, only equipment using HFC substitutes will be available for new purchase.
We expect HFCs will be around to service existing equipment for decades to come. This is
something we’ve done before, and the bill is based on the regulatory programs that

shepherded the smooth transition away from older classes of refrigerants such as CFCs.

The legislation protects even small or niche uses of HFCs as it only phases down HFCs,
rather than phasing them out completely, allowing for the use of HFCs in vital refrigerant
blends. And it contains exceptions for essential uses for which no substitute is available, also

following precedent set in previous refrigerant transitions.
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The economic benefits of an HFC transition are significant. According to a recent study
by the Interindustry Forecasting at the University of Maryland (INFORUM), a national HFC

phase down will:

e Create 33,000 new manufacturing jobs and help sustain 138,400 existing jobs;

e Increase direct manufacturing output by $12.5 billion and total manufacturing

output by $38.8 billion;

e Improve the U.S. trade balance in equipment and chemicals by $12.5 billion; and

e Increase the U.S. share of the global export market by 25 percent.

These jobs and benefits extend well beyond refrigerant manufacturers to the entirety of
the U.S. HVACR sector and to other sectors that utilize HFCs as solvents, propellants, fire

suppressants, and other industrial and commercial applications.

For the states represented by the Members of this Subcommittee alone, the U.S. HVACR
sector has a major employment footprint, with more than 62,000 direct jobs and nearly

305,000 total jobs (including direct, indirect, and induced).

Importantly, these jobs and other economic benefits depend on the kind of orderly
transition a federal framework established by this legislation would provide. The HFC transition

has already started, as markets unavoidably respond to innovation. In addition, many
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companies, including my own, are attempting to devise their own internal technology transition

timelines.

Lack of federal action is putting us on a path toward a disorderly and chaotic transition,
which puts American-based companies at a decided disadvantage in a rapidly growing and
increasingly competitive global HVACR market. A disorderly transition increases costs to

consumers, strands investments in new products and other technologies.

Without a federal policy many manufacturers could be placed in a position where they
would need to produce two types of every piece of equipment they produce. Many distributors
would need to reconfigure their distribution networks, build new warehousing facilities, adjust
transportation routes, and carry duplicates for every product they carry to ensure compliant
products are offered in each state. This would be a huge cost for manufacturers and

distributors and, as a result, a cost for consumers as well.

The American Innovation and Manufacturing Leadership Act of 2020, by contrast, puts
us on a path for an orderly transition away from HFCs. It provides a discrete grant of authority
to the Environmental Protection Agency (EPA) to phase down HFCs over the next 15 years. Itis
important to note that such authority is strictly limited to HFCs. It provides absolutely no

authority to EPA to do anything other than phase down HFCs. The bill also reinforces the
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precedent that each administration must seek new authority from Congress before attempting

to regulate substances that are not expressly authorized under existing law.

The legislation is based substantially on existing EPA programs that allowed for orderly
transitions from earlier generations of refrigerants in ways that protected the environment
while supporting American-based companies’ market objectives. This bill is a true “win-win”

approach for U.S. businesses.

An HFC phase down will not force consumers to replace their refrigerators or air
conditioners before the end of their useful lives. Just as with previous refrigerant transitions,
the phase down structure is carefully designed to ensure HFCs remain available for servicing

consumers’ existing equipment for decades to come.

Indeed, existing equipment using refrigerants from as many as two generations ago is

still able to be serviced by aftermarket supplies of recovered and reclaimed chemicals.

In sum, the American HVACR manufacturing industry is in strong support of H.R. 5544.
It would create regulatory certainty and predictability by establishing a federal phase down
structure that protects the interests of manufacturers and consumers, allowing the continued

use and servicing of existing equipment using HFCs, while also encouraging new technology
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investment and development. It would result in job creation, increased trade, vital technology
development, and would promote American technological preeminence in an increasingly
competitive global market where many of our foreign counterparts already are operating under

their own frameworks.

Our industry has a proven track record of success, but we need the right complement of
federal legislation. This bill would help us immensely, while not requiring the appropriation of
any federal funds. | urge Congress to act swiftly to speed its passage for the benefit of American

manufacturers, workers, and consumers.

Thank you for the opportunity to testify, and | welcome any questions you might have.
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Mr. PETERS. Thank you, Mr. Galyen.
Mr. Lieberman, you are now recognized for 5 minutes for your
opening statement.

STATEMENT OF BEN LIEBERMAN

Mr. LIEBERMAN. Chairman Tonko, Vice-Chairman Peters, Mr.
Shimkus, and members of the subcommittee

Mr. PETERS. Ben, pull that a little bit closer to you.

Mr. LIEBERMAN. You would think I would know that by now.

Mr. PETERS. You would think.

Mr. LIEBERMAN. Thank you for this invitation to speak today at
this hearing on H.R. 5544, the American Innovation and Manufac-
turing Leadership Act of 2020.

My name is Ben Lieberman, and I am a senior fellow at the
Competitive Enterprise Institute, a nonprofit, nonpartisan, public
policy institute committed to advancing the principles of free mar-
kets and limited government.

Before that I had the distinct privilege of being a staff member
for the House Committee on Energy and Commerce, including work
on this subcommittee from 2011 to 2018.

Now, I know that a number of you have expressed misgivings
about the Green New Deal or carbon taxes or other comprehensive
climate change measures, and I certainly share those misgivings.
But I also know that several of you are casting about for something
you can support on climate, something less controversial and cost-
ly, the proverbial low-hanging fruit or win-win proposal, and it ap-
pears that some of you may be gravitating towards H.R. 5544, the
American Innovation and Manufacturing Leadership Act of 2020 as
possibly being that vehicle. But I would strongly caution against
doing so.

I believe that this bill, especially in its present form, risks impos-
ing significant and unnecessary costs on homeowners, vehicle own-
ers, and many small business owners, and promises more economic
pain than environmental gain.

The bill places limits on production of hydrofluorocarbons, or
HFCs. These are the refrigerants currently used in literally hun-
dreds of millions of air conditioning and refrigeration systems,
nearly every vehicle air conditioner, many residential air condi-
tioners and refrigerators, and the equipment used in millions of
small businesses such as restaurants, for example.

Future repairs of this equipment and particularly, repairs of
leaks that require additional HFCs would very likely rise if sup-
plies of these refrigerants become restricted. In addition, the cost
of HFC substitute refrigerants and the equipment designed to use
them is also likely to be higher. For example, perhaps the most
common HFC targeted under the bill is HFC 134A, which is the
stuff used in your car air conditioner and refrigerator, as well as
quite of the bit of the equipment you might see in a food store.

Well, you can go to any of a number of online supply houses and
find 134A for around $5 to $7 a pound, even less if you buy it in
bulk. But its substitute, something called HFO 1234YF, can be
found on those same sites for something closer to $50 per pound.
So make no mistake, this bill will imposes costs, both higher re-
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pairs of existing equipment and a higher purchase price for new
equipment.

Now, there are a few provisions in this bill that are particularly
problematic, and I would like to spend a moment highlighting
them. This includes the provision that lets the deadlines be acceler-
ated. The bill sets out a schedule of a 40 percent reduction of HFCs
by 2024 and an 80 percent reduction by 2034. Not great, but not
terrible in terms of allowing for a gradual transition.

But the bill allows these deadlines to be accelerated. And even
if EPA chooses not to do so, the bill’s wide open litigation opportu-
nities practically guarantee that environmental groups will sue to
do so. This provision destroys any certainty and could lead to HFC
restrictions far costlier than originally set out for all those pieces
of equipment that will still need it.

At a minimum, I believe that any policy change should allow the
existing generation of HFC-dependent equipment to live out its
useful life relatively undisturbed without higher costs to be re-
placed in due course by whatever comes next. And this bill, in its
present form, falls well short of that goal.

I also see problems with the lack of state preemption. Many of
the issues I worked for on this committee, such as cafe standards
and appliance efficiency standards were complicated by California
and other States going in their direction often for the express pur-
pose of trying to force the issue in Washington. And that is already
happening with HFCs.

However, this bill does nothing to rein in States that want to
continue setting conflicting HFC measures. I think one set of HFC
restrictions would be enough of a challenge. We don’t need a multi-
plicity of requirements.

I would also add that the bill’s exceptions are far too narrow and
do not provide relief should compliance costs prove to be high, espe-
cially for small businesses and consumers with other issues like the
flammability concerns that were touched on, or not really resolved
in time.

This bill would be uncharted territory in a number of respects,
so there should be a safety valve if things don’t go quite as well
as proponents are predicting.

In conclusion, there are a number of things that could be done
to improve this bill, but I should add that I am not yet convinced
that a bill is necessary. To put it bluntly, what would be so bad
if the new stuff had to compete with the old stuff—

Mr. PETERS. Mr. Lieberman, you can conclude.

Mr. LIEBERMAN [continuing]. And let consumers decide for them-
selves. That is the way it usually works when the new product is
introduced.

I appreciate the opportunity to participate in this hearing and
look forward to any questions you may have.

[The prepared statement of Mr. Lieberman follows:]



53

COMPETITIVE
ENTERPRISE
' INSTITUTE

House Subcommittee on Environment and Climate Change

2322 Rayburn House Office Building, Washington DC 20515
January 14, 2020

Promoting American Innovation And Jobs: Legislation To Phase Down
Hydrofluorocarbons

Remarks of Ben Lieberman
Senior Fellow, Center for Energy and Environment
Competitive Enterprise Institute

Chairman Tonko, Ranking Member Shimkus, and Members of this subcommittee, thank you for
this invitation to speak today at this hearing on H.R. 5544, the “American Innovation and
Manufacturing Leadership Act of 2020.” My name is Ben Lieberman, and I am a senior fellow
of the Center for Energy and Environment at the Competitive Enterprise Institute, a non-profit,
non-partisan, public policy institute committed to advancing the principles of free markets and
limited government. Before that, I had the distinct privilege as being a staff member for the
House Committee on Energy & Commerce, including work on this subcommittee, from 2011 to
2018.

I know that a number of you have expressed misgivings about the Green New Deal or carbon
taxes or other comprehensive climate change measures, and I certainly share those misgivings.
But I also know that several of you are casting about for something that you can support on
climate, something less controversial and costly, the proverbial low-hanging fruit or win-win
proposal.

And it appears that some of you may be gravitating towards H.R. 5544, the “American
Innovation and Manufacturing Leadership Act of 2020” as possibly being that vehicle. But I
would strongly caution against doing so. I believe that this bill, especially in its present form,
risks imposing significant and unnecessary costs on homeowners, vehicle owners, and many
small business owners, and promises more economic pain than environmental gain.

The bill places limits on production of hydrofluorocarbons (HFCs). These are the refrigerants
currently in use in literally hundreds of millions of air conditioning and refrigeration systems —
nearly every vehicle air conditioner, many residential air conditioners and refrigerators, and the
equipment used in millions of small business such as restaurants. Future repairs of this
equipment, and particularly repairs of leaks that require additional HFCs, would very likely rise
if supplies of HFCs become restricted.

In addition, the cost of HFC substitute refrigerants and the equipment designed to use them is
also likely to be higher. For example, perhaps the most common HFC targeted under this bill is
HFC-134a, which is the stuff used in your car air conditioner and refrigerator, as well as quite a
bit of the equipment you might see at a food store. You can go to any of a number of online
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refrigerant supply houses and find HFC-134a for around $5.00 to $7.00 per pound. But its
substitute, something called HFO-1234yf, can be found on those same sites for closer to $50 per

pound. Make no mistake — this bill will impose costs, both higher repairs of existing equipment
and a higher purchase price for new equipment.

There are a few provisions in this bill that are particularly problematic, and I would like to spend
a moment highlighting them. This includes the provision that lets the deadlines be accelerated.
The bill sets out a schedule of 40 percent reduction in HFCs by 2024 and an 80 percent reduction
by 2034 — not great but not terrible in terms of allowing for a gradual transition. But the bill
allows those deadlines to be accelerated, and even if EPA chooses not to do so, the bill’s wide-
open litigation opportunities practically guarantee that environment groups will sue to do so.
This provision destroys any certainty and could lead to HFC restrictions far costlier than those
originally set out for all those pieces of equipment that will still need it. At a minimum, I believe
that any policy change should allow the existing generation of HFC-dependent equipment to live
out it useful life undisturbed, without any higher costs, to be replaced in due course by whatever
comes next. And this bill falls well short of that goal.

I also see problems with the lack of state preemption. Many issues that I worked for on this
committee such as CAFE and appliance efficiency standards were complicated by California and
other states going in their own direction, often for the express purpose of trying to force the issue
in Washington. And that is already happening with regard to HFCs. However, this bill does
nothing to rein in states that want to continue setting conflicting HFC measures. One set of
federal HFC restrictions will be enough of a challenge, we don’t need a multiplicity of
requirements.

I would also add that the bill’s exceptions are far too narrow and do not provide relief should
compliance costs prove to be high, especially for small businesses and consumers, or if other
issues like the flammability concerns surrounding several of the new refrigerants are not resolved
in time. This bill would be uncharted territory in several respects, so there should be a safety
valve if things don’t go quite as well as its proponents are predicting.

There are a number of things that could be done to improve this bill, but I should add that I am
not yet convinced that a bill is necessary. To put it bluntly, what would be so bad if the new
stuff had to compete with the old stuff and we let the buyer decide? That’s the way it usually
works when a new product is introduced. And I'm sure there are consumers and businesses that
would purchase air conditioners and refrigerators advertised as the environmentally-friendlier
option, and continued competition between the old and the new would be best for keeping prices
down.

We can debate the merits of these new refrigerants, but we should also debate the necessity of
Congress stepping in and playing favorites, especially when consumers and small business may
be the worse forit. 1 appreciate the opportunity to participate in this hearing and look forward
to any questions you may have.
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Mr. PETERS. Thank you.
Mr. Doniger, you are now recognized for 5 minutes.

STATEMENT OF DAVID D. DONIGER

Mr. DONIGER. Thank you very much, Mr. Chairman, Ranking
Member, for the opportunity to testify.

And thank you to the cosponsors of this bipartisan legislation to
phase-down harmful hydrofluorocarbons and help U.S. companies
lead the world in replacing them with innovative and climate-
friendlier alternatives.

I am David Doniger. I helped lead the Climate and Clean Energy
Program of the Natural Resources Defense Council, and I have
worked in this area for more than 30 years to safeguard the ozone
layer and the climate from the fluorocarbon family of chemicals.

Under the Montreal Protocol in the 1990 Clear Air Act, we suc-
cessfully phased out the CFCs that were depleting the strato-
spheric ozone layer. And if we had not eliminated CFCs, humanity
would have suffered hundreds of millions of skin cancers, millions
of them fatal, as well as cataracts and immune disorders, and huge
agriculture losses over this century. You can see how bad it would
have been in the 1-minute NASA video that I linked to in my testi-
mony.

But thanks to U.S. bipartisan leadership under President Reagan
and every President since, and the Congress, the ozone layer will
recover in the lifetime of my children. Phasing out CFCs is also the
most effective step we have taken so far to slow climate change.
And that is because CFCs are also extremely powerful greenhouse
gases, some more than 10,000 times the heat-trapping power,
pound for pound, of carbon dioxide. If we had let CFCs keep grow-
ing, the climate change impacts we are feeling now—heat waves,
droughts, wildfires, storms, flooding, sea level rise—would have hit
us ten years ago, and they would be even worse today.

HFCs were an initial replacement for CFCs. They don’t harm the
ozone layer, they have lower heat-trapping power, so they were a
step in the right direction on climate change, but not enough be-
cause HFCs themselves still have hundreds of thousands of times
the heat-trapping power of CO2, and HFC emissions are growing
much more rapidly than CO2.

If HFCs keep growing, they could add nearly another half degree
Celsius, that is nearly a full degree Fahrenheit, to the global aver-
age temperatures we will experience by 2100.

In a world now on track for at least a 3-degree Celsius rise and
struggling to find the policies to hold warming to one and a half
or even two degrees, we cannot afford to add another half degree
of new warming on top of everything else. So that is the imperative
for replacing HFCs with climate friendlier alternatives.

Fortunately, this is an area of consensus and cooperation be-
tween the industries that make and use these chemicals and the
environmental community. Industry leaders have pioneered a wide
range of alternatives, some new, some old, that can do the jobs
HFCs do effectively, safely, and economically with much less, in
some cases nearly zero, impact on the climate.
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The transition has started, but as with CFCs, we need the frame-
work of an orderly phase-down under Federal law. That is why
both industry and environmentalists are here today to testify in
support of H.R. 5544.

The bill does three main things: It sets a schedule for reducing
the production and import of HFCs—and I emphasis the import,
because there are no restrictions on imports from China and other
countries now; it requires recovering your reusable chemicals and
reducing leaks; it provides for replacing HFCs in end uses where
safer alternatives are available.

It is not often that the committee hears support for the same bill
from all sides—from the environmental community, from the chem-
ical makers and equipment suppliers, from business organizations
like the Chamber of Commerce and the National Association of
Manufacturers.

Again, we applaud Representatives Tonko, Olson, Peters, and
Stefanik for their bipartisan leadership and invite all of you to join
in this bill. We note that the Senate companion bill currently has
32 cosponsors drawn equally from both parties.

I will close by noting that American industries have led in bring-
ing new alternatives and new products to the multi-hundred billion
dollar international marketplace in these technologies. If we sus-
tain that leadership, that will mean more manufacturing invest-
ment and jobs here in America and more American exports, but
American firms need the encouragement and certainty of this bill.
Companies in Europe, Japan, and China are already working to
catch up.

This legislation will enable our country to retain its environ-
mental leadership and our industries to maintain their commercial
edge and reap the rewards. That is why environmentalists and in-
dustry alike support enacting this legislation now. I would be
happy to answer your questions.

[The prepared statement of Mr. Doniger follows:]
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Thank you Chairman Tonko and Ranking Member Shimkus for the opportunity to testify
today in favor of this bipartisan legislation to phase down harmful hydrofluorocarbons (HFCs)
and help U.S. companies lead the world in replacing them with innovative, climate-friendlier
alternatives. Thank you as well, Chairman Tonko and Representatives Olson, Peters, and
Stefanik, for your bipartisan leadership in cosponsoring this legislation, the American Innovation
and Manufacturing Leadership Act.

My name is David Doniger. Ihelp lead climate and clean energy program of the Natural
Resources Defense Council (NRDC). NRDC is a nonprofit organization of scientists, lawyers,
engineers, and other specialists dedicated to protecting public health and the environment.
Founded in 1970, NRDC has more than 3 million members and online activists. We work on a
wide range of health and environmental issues in the United States and internationally from
offices in New York, Washington, Los Angeles, San Francisco, Chicago, and Beijing.

I have led NRDC’s work for more than 30 years to safeguard the ozone layer and the
climate from the family of chemicals known as fluorocarbons. Under the 1987 Montreal
Protocol and the 1990 Clean Air Act, we successfully phased out chlorofluorocarbons (CFCs)
and many other chemicals that were depleting the stratospheric ozone layer that protects life on
earth from dangerous ultraviolet radiation. If we had not eliminated CFCs and related chemicals,
humanity would have suffered hundreds of millions of cases of skin cancer — millions of them
fatal — as well as similar numbers of eye cataracts and immune disorders, and huge agricultural
losses over this century.

You can see how bad it would have been in this one-minute NASA presentation called
The World Avoided.” But thanks to bipartisan U.S. leadership in negotiating and implementing a
world-wide CFC phase-out, the ozone layer will recover within the lifetime of my children.

! https://www.youtube.com/watch?v=wfnVz_0Pa3c
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Every country in the world belongs to the Montreal Protocol, which was negotiated under
President Ronald Reagan and has been supported by every president since. And it has been
supported by both industry and environmentalists.

The phase-out of CFCs and related chemicals brought us another huge benefit: It is the
most effective step we’ve taken so far to slow climate change. That’s because in addition to their
effect on the ozone layer, CFCs are also extremely long-lived and powerful greenhouse gases,
some with more than 10,000 times the heat-trapping power, pound for pound, of carbon dioxide.
It has been calculated that if we had let CFCs keep growing, the climate change impacts we are
feeling now — heatwaves, droughts, wildfires, storms, flooding, sea-level rise — would have hit us
ten years ago. Climate impacts would have been even worse today and in the future.

Hydrofluorocarbons (HFCs) were useful as one of the initial replacements for CFCs.
They don’t directly harm the ozone layer, because they do not contain chlorine. They have
shorter lifetimes in the atmosphere than CFCs. As a result, they have lower heat-trapping power,
and so they were a step in the right direction on climate change too.

But not enough, because HFCs themselves still have hundreds to thousands of times the
heat-trapping power of carbon dioxide. And their use and emission has been growing, in both
developed and developing countries, much more rapidly than carbon dioxide.

It has been calculated that if HFC use were allowed to keep growing, HFCs could add
nearly another 0.5 degree centigrade (nearly a full degree Fahrenheit) to global average
temperatures by 2100. In a world now on track for at least a 3°C rise and struggling to find the
policies to hold warming to 1.5° or even 2°C, we cannot afford to add another half degree of new
warming on top of everything else.

So that is the imperative for replacing HFCs with climate friendlier alternatives.

Fortunately, this is an area of consensus and cooperation between the industries that make
and use these chemicals and the environmental community. Industry leaders — both within and
outside of the fluorocarbon field — have pioneered a wide range of alternatives, some new and
some old, that can do the jobs HFCs do effectively, safely, and economically with much less —
and in many cases, nearly zero — impact on the climate.

Alternatives include compounds called hydrofluoroolefins (HFOs), with thousands of
times less warming impact than CFCs and HFCs, some in the same ballpark as carbon dioxide.
Other alternatives include carbon dioxide itself (now being widely adopted in supermarket
cooling systems), hydrocarbons (used in home refrigerators in most of the world), ammonia
(used for decades in industrial cooling applications), and more.

The transition to these alternatives has started, but — like the transition away from CFCs —
we need the framework of an orderly phase-down under federal law.

That is why both industry and environmentalists are here today to testify in support of
H.R. 5544. Together with its Senate companion S.2754, this is a bipartisan plan to phase down
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HFCs in the same orderly manner we used to transition from CFCs under the Clean Air Act of
1990.

The bill does three main things:

e It sets a schedule for reducing production and import of HFCs binding on all U.S.
chemical makers and importers and provides for acceleration when alternatives
are available.

e It requires recovering reusable chemicals and reducing leaks during the service
and disposal of equipment containing HFCs.

e It provides for transitioning from HFCs in particular end uses where safer
alternatives are available.

These provisions are modeled on and integrated with the current Clean Air Act
requirements applicable to this industry.

It is not that often that this committee hears support for the same bill from all sides —
from NRDC on behalf of the environmental community, from the chemical makers and
equipment manufacturers represented by the Alliance for Responsible Atmospheric Policy and
the Air Conditioning, Heating, and Refrigeration Institute, and from the U.S. Chamber of
Commerce and the National Association of Manufacturers.

NRDC appreciates the bipartisan support for these bills. Again, we applaud Reps. Tonko
Olson, Peters, and Stefanik for their leadership here in the House. We note that the Senate
companion bill currently has 32 co-sponsors, drawn equally from both parties.

I will close by returning to the Montreal Protocol, which as I said has enjoyed the
backing of every U.S. president of both parties beginning with Ronald Reagan. In 2016,
countries agreed to an amendment to phase down HFCs. That amendment has been ratified by
91 nations and came into force last January. To this point American industries have led in
bringing new alternatives and the products that use them to the international marketplace. If we
sustain that leadership, that will mean more manufacturing investment and jobs here in America,
and a larger American share of the export market in these hundred billion dollar industries.

But American firms need the encouragement and certainty that this bill will provide to
maintain and extend that leadership. Companies in Europe, Japan, China, and other countries are
already at work to catch up. This legislation provides all the legal tools needed for our country
and our industries to meet our obligations, exercise leadership, and reap commercial rewards.

All of us — environmentalists and industry alike — support enacting this legislation now, in
order to keep U.S. leadership in all aspects of the transition from HFCs to climate friendlier
alternatives. So it is critical that we do not wait.

I will be happy to answer your questions.
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Mr. ToNKO [presiding]. I now recognize Mr. Bedard, I believe, for
5 minutes.

STATEMENT OF GARY BEDARD

Mr. BEDARD. Thank you Chairman Tonko, Ranking Member
Shimkus, and members of the committee. I am Gary Bedard, the
president and chief operating officer of Lennox International’s glob-
al refrigeration business, and today I speak on behalf of the Alli-
ance for Responsible Atmospheric Policy in support of H.R. 5544,
the American Innovation and Manufacturing Leadership Act.

The Alliance is an organization of industry users and producers
of fluorocarbon compounds established in 1980. Today the Alliance
represents businesses that produce and use HFCs in air condi-
tioning, refrigeration, appliances, foam, electronics, aerosols, and
metered-dose inhalers.

Lennox International is based in Richardson, Texas, and employs
10,000 people, many of whom work in American manufacturing or
engineering facilities in Georgia, Iowa, Texas, South Carolina, Ar-
kansas, and Mississippi.

American industry has invested billions in the development of
low GWP compounds and technologies and led the global develop-
ment of policies to achieve a cost-effective transition to lower GWP
technologies. Our future is dependent upon a rational Federal tran-
sition to low GWP refrigerants. The AIM Leadership Act facilitates
an efficient and cost effective, domestic phase-down of HFC refrig-
erants by providing narrow authority to the EPA to transition to
new substances.

The alternative is an inefficient process that increases cost for
manufacturers, distributors, contractors, and ultimately consumers,
your constituents. The most economical transition is a predictable
and rational Federal transition. The AIM Leadership Act relies on
three key components—a market-based allocation system that
gradually phases down production, a flexible program for user sec-
tors with no impact on user—on existing equipment owners, and
improved management of refrigerants.

We successfully managed prior transitions yielding significant
consumer benefits and environmental improvements. Independent
analysis estimates a Federal transition will stimulate additional
domestic investment, generating 33,000 manufacturing jobs over
the first decade while increasing exports by $5 billion.

This legislation simplifies a complicated regulatory structure
using known policy approaches with some key improvements from
lessons learned. The AIM Leadership Act advances American-made
technology, provides economic benefits and significant job growth
while facilitating American leadership globally.

A Federal program also curtails illegal dumping of HFCs into the
U.S. as is currently occurring, particularly from countries like
China. This transition is well underway globally. More than 90
countries, including all of our major economic competitors, have a
defined policy approach. The only debate remaining is the timing
of the transition in the United States, the efficiency by which it oc-
curs, and whether our industry maintains its global leadership in
a market that is expected to double in the next ten years.
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The domestic HVAC in our industry is lagging and falling behind
both the EU and Asia as a result of uniform Federal policy—a lack
of uniform Federal policy. Failure to pass this legislation into law
significantly increases our regulatory burden, ensuring a costly lo-
calized refrigerant transition. This means industry will manufac-
ture redundant product lines, increase our distribution costs, and
reduce our inventory turns. Failure to pass this legislation means
inefficiency wins over innovation, and American industry, workers,
and consumers, lose to foreign competition.

Conversely, this legislation reduces regulation to a single, ration-
al, efficient, and cost-effective Federal program. We strongly sup-
port smart Federal policy that enables American industry to win
globally. We believe that is what H.R. 5544 offers us.

The AIM Leadership Act is supported by industry—the National
Association of Manufacturers, the U.S. Chamber of Commerce, and
the NRDC. We should take advantage of this rare, broad-based ad-
vocacy. Historically, Title 6 programs have experienced broad bi-
partisan support as a similar legislator proposal in the Senate, S.
2754, currently enjoys. We hope that this legislation will also re-
ceive bipartisan support in the House of Representatives.

The AIM Leadership Act provides regulatory simplification, im-
plements smart, market-based, and flexible approaches that have
proved cost effective over the years and are projected to do so in
the future. It is pro jobs, pro trade, pro American technology, lead-
ership, and pro environment. It deserves strong bipartisan support,
and we hope you will give it favorable passage.

Thank you.

[The prepared statement of Mr. Bedard follows:]
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Testimony of Gary Bedard
President and Chief Operating Officer, Lennox International Refrigeration
On behalf of
The Alliance for Responsible Atmospheric Policy

Hearing on H.R. 5544, The American Innovation and Manufacturing Leadership Act
Before the Subcommittee on Environment and Climate Change
U.S. House of Representatives
January 14, 2020

Chairman Tonko, Ranking Member Shimkus, and members of the Committee, | am Gary
Bedard, the President and COO of Lennox International’s global refrigeration business and today
I speak on behalf of the Alliance for Responsible Atmospheric Policy in support of H.R. 5544,
the American Innovation and Manufacturing Leadership Act.

The Alliance is an organization of industry users and producers of fluorocarbon compounds that
was established in 1980 to address concerns of the impacts of these compounds on the Earth’s
atmosphere, first as ozone depleting substances. Today, the Alliance represents businesses that
produce hydrofluorocarbons or HFCs, as well as manufacturers that use HFCs in air
conditioning, refrigeration, appliances, foam insulation, foam products, electronics, aerosols, and
metered dose inhalers.

Lennox International is based in Richardson, Texas and employs 10,000 people, many of whom
work in American manufacturing or engineering design facilities in places like Tifton, Georgia;
Marshalltown, Iowa; Carrollton, Texas, Columbia, South Carolina; Stuttgart, Arkansas; Grenada,
Mississippi, Stone Mountain, Georgia; and Orangeburg, South Carolina.

Alliance members have worked for three decades to implement Title Six of the Clean Air Act to
eliminate the use of ozone depleting substances and to introduce compounds and technologies
that have allowed for the continued growth of the global market for these products, and growth
that has produced products that are more energy efficient, safe, affordable and functional to
consumers and the workers who manufacture these products. These transitions have led us from
ozone depleting compounds such as CFCs and HCFCs, to HFC compounds on which we rely
today.

HFCs were first commercialized in the early 1990s and became the refrigerant of choice for the
air conditioning and refrigeration industry between 2000 and 2010. While these compounds
provided a quick and safe transition away from ozone depleting substances, it was recognized at
that time that HFC:s still had a higher global warming potential (“GWP”) than was ultimately
sustainable. Since then, industry with the support of government, and environmental
organizations, have invested and innovated to develop sustainable substitutes for these
compounds.
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U.S. industry, including the American HVACR industry, have invested billions of dollars in the
development of low-GWP compounds and technologies and led the global development of a
policy framework that achieves a cost-effective transition to lower GWP technologies.

The future success of our industry is dependent upon a rational federal transition from HFC
refrigerants to new environmentally friendly refrigerants. I am here today to ask you to support
the AIM Act, which facilitates an efficient and cost-effective domestic phase-down of HFC
refrigerants by providing very narrow authority to the Environmental Protection Agency to
transition away from these substances. The most economical transition for manufacturers,
distributors, contractors and ultimately consumers — your constituents-- is a predictable and
rational federal transition.

The AIM Act relies on three key components, a market-based allocation system for the
producers of HFC compounds that gradually phases down production and use, a flexible program
for user sectors with no impact on existing equipment owners, and a heightened emphasis for
improved management of refrigerant substances where relevant.

Industry managed prior efficient and cost-effective federal transitions, which yielded significant
consumer cost benefits, while also achieving environmental improvements.

In independent analysis from the University of Maryland’s Interindustry Forecasting program
(Inforum,) InForum projects implementation of a federal transition as contained in the AIM Act,
will stimulate additional investment by the HVACR industry in the United States, generates an
additional 33,000 manufacturing jobs over the first decade, improves the balance of trade by
$12.5 billion annually, and increases exports by $5 billion. We are providing a summary of this
report for the record of this hearing.

The AIM Act simplifies a complicated and confusing existing regulatory structure, relies on
known policy approaches and makes improvements from lessons learned. The AIM Act
advances American-made technology, provides domestic economic benefits and significant job
growth, while facilitating American leadership in this industry around the globe.

Additionally, an effective federal program will also curtail illegal dumping of HFCs into the U.S.
as is currently occurring, particularly from countries such as China.

The transition away from HFCs is well underway globally. More than 90 countries, including all
our major economic competitors have embraced a defined policy approach. The only debate
remaining is the timing of the transition in the United States, the efficiency by which it occurs,
and whether our industry maintains its global leadership in the 125 billion dollar global air
conditioning and refrigeration market; a market that is expected to double in the next ten years.
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While all other developed economies have begun their transitions, the domestic U.S. HVACR
industry is lagging and falling behind both the EU and Asia as a result of the lack of a uniform
federal policy.

Failure to pass the AIM Act into law will significantly increase our regulatory burden and may
potentially lead to a costly localized refrigerant transition. Instead of investments in research and
development and productive manufacturing capacity, industry will manufacture redundant
product lines, increase our distribution costs and reduce our inventory turns. Failure to pass the
AIM Act means inefficiency wins over innovation and American industry, workers and
consumers lose to foreign competition.

Conversely, the AIM Act reduces regulation to a single rational, efficient and cost-effective
federal program.

We strongly support smart Federal policy that enables American industry to commercialize its
next generation technologies here at home and win an increasingly expanding and competitive
global market. We believe that is what H.R. 5544 offers us.

Importantly, the AIM Act is supported by the impacted industries, the National Association of
Manufacturers, the U.S. Chamber of Commerce, and the Natural Resources Defense Council
(NRDC). We should take advantage of this rare broad-based support. Historically, the Title Six
programs have experienced broad bi-partisan support since 1990. A similar legislative proposal
in the Senate, S. 2754, currently enjoys significant bi-partisan support. We hope that this
legislation, H.R. 5544, will also receive bi-partisan support here In the House of Representatives.

The AIM Act provides regulatory simplification, implements smart, market-based and flexible
approaches that have proved cost-effective over the years and are projected to do so into the
future. It is pro-jobs, pro-trade, pro-American technology leadership, and it is pro-environment.
It deserves strong bi-partisan support and we hope that you will give it favorable consideration
and quick passage.

The Aim Act is a bet on American innovation and supports American manufacturing. Industry
needs your support to compete and win globally. Thank you for your time and I look forward to
your questions.
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Kevin Fay

Email: fay@alliancepolicy.org
Direct: 703-841-0626

Cell: 703-969-6444

Alliance, Industry Back House HFC Phasedown Legislation
Important Legislation Adds to American Manufacturing Leadership and Job Growth

Arlington, VA - Today, the Alliance for Responsible Atmospheric Policy strongly commends the
introduction of H.R. 5544, the American Innovation and Manufacturing Leadership Act by Representatives
Paul Tonko (D-NY-20), Pete Olson (R-TX-22), Scott Peters (D-CA-52), and Elise Stefanik (R-NY-21).
Like the recent Senate HFC phasedown bill, S. 2754, lawmakers from both parties, industry, and
environmental groups like the Natural Resources Defense Council back H.R. 5544.

“This important legislation signals the building momentum for American jobs, trade improvement,
technology leadership, and environmental stewardship, through a uniform Federal program for cost-
effective HFC phasedown,” said Alliance Executive Director Kevin Fay, “and we look forward to working
with the strong bipartisan support to achieve these important economic and environmental benefits.”

H.R. 5544 relies on three key components:

® A market-based allocation system for the producers of HFC compounds that gradually phases down
their production and use.

o A flexible program for future user sectors to achieve the transition of the user technology sectors

e A heightened emphasis for improved management of refrigerant substances where relevant.

The legislation also contains a policy and program approach similar to what the industry has relied upon
under Title VI of the Clean Air Act. It is also designed to be a stand-alone program and not a Clean Air
Act Amendment.

Independent analysis commissioned by the Alliance projects that the American Innovation and
Manufacturing Leadership Act would generate an additional 33,000 manufacturing jobs, improve the
balance of trade by $12.5 billion annually, and increase exports by billions of dollars based on additional
investment by the HVACR industry in the United States over the next decade.

Fay added, “Without the proposed law, American businesses are left in an uncertain position in a highly
competitive global market for next generation fluorocarbon technologies.”
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The American Innovation and Manufacturing
Leadership Act of 2020 (H.R. 5544)

The American Innovation and Manufacturing Leadership Act of 2020

The AIM Leadership Act was introduced in the U.S. House of Representatives on January 7" by Representatives
Paul Tonko (D-NY), Pete Olson (R-TX), Scott Peters (D-CA), and Elise Stefanik (R-NY).

The U.S. heating, ventilation, air conditioning, and refrigeration (HVACR) industry supports the AIM
Leadership Act, as does the U.S. Chamber of Commerce, the National Association of Manufacturers,
and the Natural Resources Defense Council.

The AIM Leadership Act phases down refrigerants known as hydrofluorocarbons (HFCs), providing an
orderly, innovation-driven transition to next generation technologies for U.S. manufacturers and
consumers.

The AIM Leadership Act also authorizes EPA to harmonize refrigerant management and sector- based
programs, so there would be a single Federal program for HFCs and ozone-depleting substances.

This grant of authority is highly limited — and cannot be used for any purpose other than phasing down
HFCs. Ithas no precedential value, exceptto show EPAneeds Congress to act where EPA wants to control
new substances and lacks express authority under existing law.

Economic Benefits

The AIM Leadership Act allows U.S. manufacturers to maintain technology leadership in the global
fluorocarbon and equipment marketplaces, while at the same time creating new domestic jobs and
driving economic growth. According to an industry study, it will:

« Create 33,000 manufacturing jobs and sustains 138,400 existing jobs between now and 2027.

* Increase direct manufacturing output by $12.5 billion, and total (direct and indirect) manufacturing
output by $38.8 billion between now and 2027.

* Improve the U.S. trade balance in equipment and chemicals by $12.5 billion.

Studies also forecast the overall contribution to the economy from the HVACR industry will be 2.5
million jobs, and $621 billion in economic output by 2027.

Consumer Benefits

American consumers will benefit from the transition from HFCs to more environmentally friendly, more
efficient cooling and refrigeration products and equipment.

As with previous technology transitions, existing consumer equipment would not be impacted by an HFC
phasedown. HFCs will remain available for servicing existing equipment, as did prior transitions away
from older refrigerants, such as CFCs, without harm to consumers.

A}!Ri 5 &; The Alliance

AIR CONDITIONING, HEATING, = Jor Responsible Atmospheric Policy
& REFRIGERATION INSTITUTE




67

Mr. ToNkO. Thank you, Mr. Bedard, and all of the members of
the panel for your testimony.

We will now move to Member questions, and I will start by rec-
ognizing myself for 5 minutes.

Mr. Bedard, I mentioned the broad support from the heating,
ventilation, air conditioning, and refrigeration industry for this leg-
islation. Can you help us better understand the breadth of that
support?

Mr. BEDARD. Sure.

Mr. ToNKO. Does it improve the entire supply chain from chem-
ical and equipment manufacturers down to contractors? Just let us
better understand.

Mr. BEDARD. Sure, Chairman. I think if you look at the AHRI,
which represents the manufacturers as well as the chemical manu-
facturers—again, I talked about the alliance that I am representing
here today. Obviously, the chemical manufacturers are part of that,
but I think also included, you know, small business. The Air Condi-
tioning Contractors Association has submitted a letter. Of course,
there are small businesses, there is not a district in the country
that doesn’t have a small air conditioning contractor in their dis-
trict, and they are supportive through their trade association.

The wholesalers, those whom we sell to that then, in turn, sell
to contractors, are represented by HARDI, the wholesaler group.
And they also have provided support for it as well as the Sheet
Metal and Air Conditioner Contractors, SMACNA, of North Amer-
ica. All of those organizations have submitted letters in support of
this bill.

Mr. TONKO. So there is also considerable private sector support
outside of your industry, and obviously you mentioned the various
end users and refrigerant consumers that will benefit from an or-
derly transition to this next generation refrigerant?

Mr. BEDARD. That is correct. And from a consumer point of
view—obviously we are a manufacturer. We are very, very con-
cerned about costs. We understand the costs that refrigerants have
in the product. Frankly, they are a small part of the cost of the
product, and we have evaluated this bill, and we have evaluated
the timing, and we feel very comfortable that with the kind of road
map that this bill provides, that we will be able to perform as we
have in the past.

And frankly we have been able to take the cost down, and the
consumers have received better product and in many cases more ef-
ficient product for similar cost.

Mr. ToNKO. Thank you.

It is a little unusual for us to receive testimony from industry
stakeholders, asking for the creation of a new EPA program.

So Mr. Galyen, are American manufacturers currently making
investments to develop HFC substitutes?

Mr. GALYEN. Yes, most certainly, Mr. Chairman, they are, and
have been for the last ten years. And most of us are also servicing
not only the U.S.—is it on? Maybe I just need to get closer. Good.
That we have been investing, and in fact, more than ten years, to
meet the North American requirements, but it is also moving as it
is already talked about globally. There is a transition that is under-
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way today to move away, to more—to different chemical alter-
natives to the HFCs, so yes.

And we have been leading in the U.S.—this is also a key point—
so we have been leading in that area, we have been leading here
in the U.S. and that transitions to larger market shares and busi-
ness for us internationally.

Mr. ToNKO. And so does an orderly transition to next-generation
refrigerants, as was done with the phase-down of ozone-depleting
substances, provide the certainty or grow that certainty necessary
to continue to make those investments in the U.S. so that these
HF'S substitutes will be American-made?

Mr. GALYEN. Without question. So I represent today the 300
member companies that manufacture for North America, as I made
in my testimony. We represent 90 percent of the equipment that
is produced and sold here in the U.S., and we are prepared to make
this transition.

Mr. ToNKO. Thank you.

Mr. Doniger, you have worked on these issues for decades. How
has the phase-down of ozone-depleting substances informed your
position? And did that program benefit both industry and the envi-
ronment?

Mr. DONIGER. Well, we learned a great deal from that experi-
ence. In the early 1980s, the people on this panel were at odds with
one another. And in about the mid-1980s, we came to a way of
dealing with one other on a partnership basis.

NRDC asked for a phaseout of the CFCs over a period of time
rather than an immediate ban. And the industries began to cooper-
ate in the design of that system. They had alternatives, they had
the expertise. And we have worked together for 30 years on a suc-
cessé"ul phaseout of the CFCs, the HCFCs, and now, hopefully, the
HFCs.

This is really an island of cooperation and bipartisanship, and it
has come with tremendous health benefits, both for ozone layer-re-
lated diseases and for the reduction of climate change, and it has
come at imperceptible impact on consumers.

Mr. ToNnKo. Thank you very much.

I will now recognize Mr. Shimkus, subcommittee ranking mem-
ber, for 5 minutes to ask questions, please.

Mr. SHIMKUS. Thank you, Mr. Chairman.

Mr. Galyen, Mr. Bedard, and Mr. Lieberman, and Mr. Doniger
also, you all talked about an orderly transition versus disorder. You
all talked about a rational transition. So two questions.

Wouldn’t it be more orderly, especially in this day and age, that
we would allow State preemption, we would have preemption lan-
guage in this bill?

And from the point of the interstate commerce—the Energy and
Commerce Committee, the International Commerce Clause 1s the
constitutional provision that gives us our power to be involved in
interstate commerce issues.

So let me start with Mr. Lieberman. Would it be helpful for an
orderly versus disorderly transition, using terminology that you all
have stated, that there be State preemption?

Mr. LIEBERMAN. If certainty and order was the goal, there are
some flaws with this bill, especially the lack of State preemption.
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This is going to be a very big challenge if we set a set of Federal
requirements to phase-down HFCs. And then, on top of that, Cali-
fornia can go in its own direction, other States which are already
doing that can go also in their own direction. That makes it a lot
more difficult. So I think one set of standards should be enough.

I would also point out, with the accelerator clause we don’t know
how orderly and certain. This could happen a whole heck of a lot
faster than anybody here is talking about.

Mr. SHIMKUS. My next question was on the accelerator clause.

Mr. Galyen, what certainty is there in the bill language that
would allow us to change and accelerate this provision to an un-
known time?

Mr. GALYEN. Probably would have been good to ask the EPA per-
son, because I think the bill, actually provisions allow them to peti-
tion and there is a review, just as the EPA has done previously.

Mr. SHIMKUS. But don’t you agree that having that provision, in-
stead of a State—a Federal standard across the board that applies
to all the States would bring more certainty versus less certainty?
And then you bring in the accelerator provision, which creates
more uncertainty.

Mr. Bedard?

Mr. BEDARD. Sure. I think the best way to answer that is to look
at what history says, and that in the absence of a Federal program
what happens is you do see that balkanization of regulation. In the
past, when we have had a single Federal standard, essentially the
States just follow the Federal standard.

Mr. SHIMKUS. Well, that is true for 40 years ago when we did
ozone.

Mr. Lieberman, in your testimony you mentioned CAFE and the
possible current actions of Federal law that don’t support that
issue.

I am not asking you, Mr. Doniger, I am asking Mr. Lieberman.

Mr. LIEBERMAN. Yes. Well, if we don’t want the States to keep
gloing in their own direction we should put it in writing. It is that
clear.

Mr. SHIMKUS. That is the certainty aspect.

My friends, and we discussed during the legislative hearings on
the side, they say, “Oh, trust us,” because it didn’t work for ozone,
but the ozone era was 40 years ago, a different era than now when
we have a California environmental agency that likens itself to be
the Federal EPA. And then you have New York follow, you will
have New Hampshire, you will have these States. So there is no
certainty in this language because there is no State preemption.

Also, I am going to ask unanimous consent, I know you are going
to look at it later on and make an approval of this, economic im-
pact of Kigali Amendment ratification, it speaks in the language.

The first question I want to ask, Mr. Bedard, you might be able
to answer this. It says in this report that 49 percent of HVAC
equipment are imported into the United States. Is that accurate?

Mr. BEDARD. Forty-nine?

Mr. SHIMKUS. Eighty-nine percent. Mexico, 44 percent, China is
27, South Korea 10, Canada 4, Japan 4 percent.

Mr. BEDARD. Again, HVAC equipment is a very broad topic, so
it could be room air conditioners and those types of things.
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Mr. SHIMKUS. OK. My point being is we have got to be careful
when we hear testimony. If these manufacturings are overseas, the
impact—the reason why they are being produced overseas is be-
cause low cost, local equipment, parts. But you are spinning the
hearing to say we are—we may be doing the research and develop-
ment, and we may have a corporate headquarters, but we are not
building the equipment.

Last question is, HFC refrigerants currently cost four to six
pounds on Amazon compared to $40 to $60 per pound of HFOs. Is
it that an accurate price comparison, Mr. Galyen?

Mr. GALYEN. Yes, I heard that in earlier testimony. So I don’t fol-
low the exact price of refrigerants.

Mr. SHIMKUS. Well, maybe we should. If we are going to be talk-
ing about consumers and their costs, maybe we should look at that
cost.

And I yield back my time.

Mr. GALYEN. Can I continue to answer the question?

Mr. ToNKoO. Please.

Mr. GALYEN. Put it in context. Today, if you look at the broad
base of different types of equipment, in a residential air condi-
tioning system the cost of refrigerant represents something like one
percent of the cost of that system. In a commercial system, it is
something like a quarter of a percent. So it is a contributor, yes.
OK?

But what I also heard earlier was talking about replacing R-
134a, so it is a chemical refrigerant, it is HFC today, to a specific
HFO that was mentioned. That is not the only option. There are
many options. And I would say that it depends very much on the
specific application.

Let me be specific. A white goods appliance refrigerator today
has historically used R-134a. Around the world and the other mil-
lions of refrigerators have for more than two decades used a hydro-
carbon, R—600a, Isobutane. I would, fair to say, that those prices
are equal or less.

Mr. SHIMKUS. Mr. Chairman, if I may, because of the 2-minute
explanation of the question, the reality is $6 per pound for HFCs
versus for HFOs.

And I yield back my time.

er. ToNKoO. The chair now recognizes Mr. Peters for 5 minutes,
please.

Mr. PETERS. Thank you, Mr. Chairman.

San Diego is not thought of as a big manufacturing town, but we
have companies with household names in defense, aerospace, ship-
building, and repair medical devices, even craft brewing,
headquartered there. And we benefit tremendously from our close
proximity to Mexico, which I mentioned many times before.

It is estimated that the value of the co-producing manufacturing
supply chain in San Diego County, Imperial County, and Baja Cali-
fornia is about $2.5 billion. So Mexico has committed to
transitioning away from HFCs.

Keeping our markets aligned and maintaining a strong relation-
ship between the U.S. and Mexico is vital to the San Diego region.
And today’s testimony suggested that, if enacted, the AIM Leader-
ship Act will provide certain trade benefits.
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According to one study, the transition to next-generation tech-
nologies would increase the U.S. share of global HVACR market by
25 percent, and that would lead to a $12.5 billion positive swing
in the balance of trade for the HVACR sector. Conversely, if we
went along with the so-called disorderly transition, the prediction
is we would lose about 14 percent of our current market share.

So I would like to go ask the industry representatives, Mr.
Bedard and Mr. Galyen, how does that play out? Who are the win-
ners? And if we did not go forward with this kind of orderly transi-
tion and maybe we have to massage it to make it perfect, who are
the losers?

We will start with you, Mr. Galyen.

Mr. GALYEN. Sure. Thank you for the question.

I think here that we have and are today the leaders. So our
R&D, our engineers, our manufacturers are the state of the art and
the reference in the global economy. And we compete globally.

If the national standards are something different than what is
moving in the global standards we will not invest for that R&D
here, but our competitors globally will. And they are in China, they
are in Asia, they are in Europe. And they will take a lead because
they are serving their own markets that are typically under a na-
tional framework to move to something—to have a phase-down
framework.

Mr. PETERS. And we are trying to export to those countries with
those new standards. Is that correct?

Mr. GALYEN. Correct. But if we are relying most of our produc-
tion on the old way of doing it to the new way, we will not also
be competitive and we will lose market share, and I think that is
what the study reflects.

Mr. BEDARD. Manufacturers tend to have centers of excellence,
both form a design point of view as well as from a manufacturing
point of view. And to the extent that we are dissimilar from the
rest of the world, those design centers and those manufacturing
centers will be elsewhere.

Mr. PETERS. Let me ask you another question just about the
cross-border shipments. I asked Ms. Newberg from EPA this morn-
ing about the limits on how much HFC can be imported. There is
no limit right now.

She has testified that if H.R. 5544 becomes law imports would
also be subject to the phase-down program. We set up a system for
tracking imports, and imports would be unlawful without an allow-
ance.

And I understand that there have been longstanding concerns
among American manufacturers that foreign producers of HFCs
are exporting them to the U.S., heavily subsidizing their price,
which undercuts American-made products and potentially violates
trade rules.

Again, Mr. Bedard, can you address how the AIM Leadership Act
would address these anticompetitive practices, and particularly
with reference to China?

Mr. BEDARD. So there are restrictions in the bill on the import
of those substances. And from that point of view, that would limit
the dumping, if you will.

Mr. PETERS. Mr. Galyen, do you have a comment on that?
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Mr. GALYEN. Yes. We are aware. And actually it has been recog-
nized that in a lot of cases China has been dumping refrigerants
or being subsidized. And then while there have been some attempts
to restrict that, there is the movement to other countries, which
doesn’t allow a benefit here. So this bill would allow regulations of
all imports and put it on a level playing field.

Mr. PETERS. It just seems to me that it is rare that we have an
industry sort of from small to large across the country interested
in the Federal Government setting a regulatory framework that
other groups don’t object to. And it seems to me that we ought to
take that opportunity, we ought to pursue this.

And I do understand there may be some massaging, and I have
got a list of issues here that people have raised. We should do that.
That is the purpose of a hearing on this legislation.

But it does strike me that it is important for trade, and for busi-
ness, and for industry that we move forward today. It doesn’t both-
er me that it is helpful to the environment as well.

So I am happy to be a cosponsor of this. I look forward to con-
tinuing work.

Mr. Chairman, thank you for the hearing, and I yield back.

Mr. ToNKO. The gentleman yields back.

The Chair now recognizes Mr. Walden, full committee ranking
member, for 5 minutes, please.

Mr. WALDEN. Thank you, Mr. Chairman.

Mr. Bedard, if I heard you correctly, you said about this bill that
this sets up a national single Federal standard, right? That was
what you said in your testimony.

Mr. BEDARD. It does, yes.

Mr. WALDEN. But yet it doesn’t have State preemption in it, cor-
rect?

Mr. BEDARD. That is correct.

Mr. WALDEN. So do you think that States won’t on their own try
and do something beyond this national Federal standard?

Mr. BEDARD. I mean, frankly, the States have other things to do,
they have other work to do. In the absence—what I can tell you
with certainty is, without a Federal standard, they will.

Mr. WALDEN. So let me ask you this. Do you oppose a preemption
provision added to this bill?

Mr. BEDARD. Do I oppose it? No, I do not.

Mr. WALDEN. Mr. Doniger, do you oppose a Federal preemption
if we are going to set a Federal standard?

Mr. DONIGER. I do. We would oppose it.

Mr. WALDEN. All right.

Mr. Lieberman?

Mr. DONIGER. May I explain?

Mr. WALDEN. Let me just get that answer. I will come back to
you.

But, Mr. Lieberman?

Mr. LIEBERMAN. It would put some lipstick on this pig, yes.

Mr. WALDEN. All right.

Mr. Galyen?

Mr. GALYEN. The priority for industry and the AHRI members is
to have a Federal framework.
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Mr. WALDEN. Federal framework or a Federal preemption? That
is my question. Yes or no?

Mr. GALYEN. The priority is Federal framework.

Mr. WALDEN. Is that—OK. I need to understand what you mean
by Federal framework.

Mr. GALYEN. A Federal framework sets a standard of which then
the States can refer to. That is the priority for our industry.

Mr. WALDEN. So that is not a preemption. So you are telling me
you don’t support a Federal preemption.

Mr. GALYEN. The priority for our industry is that we have a Fed-
eral framework.

Mr. WALDEN. Yes. That is different than a preemption. Because
for me, and I think Mr. Shimkus’ point, is we can set up a Federal
framework for you, but our history is maybe different than yours
in that States tend to then try and one-up the Federal Govern-
ment—or precede the Federal Government, to your point, Mr.
Bedard. But you don’t support that.

Mr. Doniger, I said I would go back to you, and I will.

Mr. DONIGER. Thank you.

Under Title VI from the 1990 Clean Air Act, we have had no pre-
emption and there has been no significant State activity beyond the
Federal minimum. Why? Because there is a strong Federal pro-
gram and the States use their resources to do other things.

States are active in this area now because there is a gap. There
is an absence of Federal authority.

Mr. WALDEN. OK, I am going to—I appreciate that.

Mr. DONIGER. And they, in my opinion, will stand down.

Mr. WALDEN. I am going to reclaim my time, sir. I reclaim my
time. Because we have seen this happen in CAFE standards where
there is a Federal standard in place and other States then have
proceeded to find their own paths, which sets up all kinds of con-
flict.

I notice, too, that you also mentioned, Mr. Doniger, the issue of
wildfires. We are seeing what is happening in Australia. My dis-
trict has been ravaged by wildfires. Over the years when I chaired
the committee we had multiple hearings on the air quality effects
of wildfire.

And I have to confess, I looked up on your Web site NRDC’s
views of biomass and your hatred toward them. I guess I would call
it that. I will let you read it and decide.

But if we don’t do a better job of managing our Federal forests
to reduce the overstocking that puts them completely out of balance
with nature, you are going to have fires worse than what we are
seeing in the last few years. So I would hope that we could have
a discussion about that at some point.

But at this point, I will yield to my friend from Oklahoma, Mr.
Mullin, the remainder of my time.

Mr. MULLIN. Thank you, Mr. Walden.

Can someone please tell me who came up with the idea of this
bill? Did the EPA think there was a need to make this change in
refrigerant from the 410A to the A2L? Somebody?

Mr. LiIEBERMAN. This is something that has been bubbling up for
about a decade or more. I think the genesis of it particularly comes
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from Honeywell, which has patented a number of the substitute re-
frigerants.

Mr. MULLIN. So the manufacturing industry came up with it?

Mr. LIEBERMAN. Yes. And the first attempt to put it in law was
the cap-and-trade bill of about a decade ago.

Mr. MULLIN. So there wasn't—the EPA didn’t, like, sound the
alarm that there was an environmental urgency to make this
change. It was the manufacturers thought maybe it would be a
good idea to go ahead and make this change. Is that fair to say?
I am not trying to put words in your mouth.

Mr. BEDARD. Congressman, I think a better characterization will
ge t}cllat under the Montreal Protocol when the HFCs were intro-

uced——

Mr. MULLIN. Excuse me on this one. That called for the removal
of the R—22 to go to the 410A.

Mr. BEDARD. Correct. Correct. I understand, Congressman.

Mr. MULLIN. I am trying to figure out why we are making the
change to go to the 410A. And all I am saying is, who came up with
the idea?

Mr. BEDARD. I understand, but at that time that transition oc-
curred industry recognized, everyone recognized that there was a
global warming potential issue with the HFCs. So I would say the
genesis of the concern was probably at the time of the initial tran-
sition.

Mr. MULLIN. Then why did we get sold on changing it to the
410As? If you already knew there was a concern—and I am out of
time, I yield back, and I will get back to that—but why then was
there an urgency to switch from the R-22 to the 410A and now
going to the A2L? That is a bigger question that I don’t have time
to get into.

Mr. ToNKO. The gentleman yields back.

The Chair now recognizes Representative Barragan for 5 min-
utes, please.

Ms. BARRAGAN. Thank you.

I want to follow up a little bit, Mr. Galyen and Mr. Bedard. We
understand that this bill will help produce jobs. Can you both
speak to how many jobs this bill might help protect and create? If
you have any info on California in particular or southern Cali-
fornia, that would be helpful as well.

Mr. GALYEN. I can speak to the number of jobs we have esti-
mated by a third party, I think it was University of Maryland:
33,000 new manufacturing jobs. I can’t remember the exact num-
ber. I can dig it up in my notes real quick. But it protects some-
thing more than 120,000 existing jobs today that are supporting
the HVACR business.

Ms. BARRAGAN. Great.

Mr. Bedard, do you want to add anything to that?

Mr. BEDARD. No, not necessarily, Congresswoman. We are just
talking about the number of jobs throughout the U.S.

We manufacture in a number of different States. We have lots
of manufacturing workers in the U.S. We do not have them in Cali-
fornia. But we certainly have salespeople and wholesale distribu-
tion folks. And so, again, the number was 33,000 jobs and it will
be spread across a number of different types.
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Ms. BARRAGAN. Great. Thank you.

Mr. Doniger, in your testimony you say that transitioning off of
HFCs can curb global warming by nearly half a degree Celsius.
Can you briefly speak to the scale of how great an accomplishment
this could be to achieve this through a bill at no cost?

Mr. DONIGER. Yes, thank you.

Let me point out that the phaseout of CFCs before this has ac-
complished—already prevented one degree Celsius of warming in
the Arctic. The Arctic is warming much faster than the global aver-
age. And by the middle of the century we will have avoided a de-
gree global average. That is equivalent to postponing the effect of
climate change, as I said in my testimony, by ten years. So it would
be that much worse now if we hadn’t acted.

The same thing is happening with HFCs. They are not as potent,
but there is a lot more of them because our air conditioning indus-
try is growing, the world air conditioning and refrigeration indus-
try is growing, the leakage is growing. And if we let that go, we
will get another half degree of warming on top of what we are ex-
pecting.

We are struggling to hold warming to 2 degrees or 1.5 degree.
Already we have these fires, floods, sea level rise, and so on. It will
only get worse if we layer on the additional emissions from HFCs.

So that is why it is so important to phase these chemicals down
and to act now before we have to do it on an emergency basis.

Ms. BARRAGAN. Great.

Mr. Bedard, can you speak to how the bill will strengthen the
HVACR industry’s competitiveness abroad?

Mr. BEDARD. Sure. I have a unique position. I have responsibility
for HVAC in Europe. And I can tell you that there is more cer-
tainty in Europe, believe it or not, than in the U.S. in terms of tak-
ing a look at where things are going from an air conditioning point
of view.

And if you take a look at how that strengthens us globally, is we
don’t have to waste our time on things that won’t happen. And if
you understand where the direction is, if the supply chain under-
stands where the direction is, essentially it is a more fruitful in-
vestment throughout the entire supply chain and the market
grows.

Ms. BARRAGAN. Great.

Well, I just want to say, I want to congratulate Congressmen
Tonko and Peters and Olson and Stefanik for putting this legisla-
tion together. Both this bill and the comparable Senate bill are bi-
partisan, something that you don’t get too often on environmental
concerns and issues and certainly on addressing climate change.
And so to hear about what it could help do to address that, which
I believe is critical, is so great.

And this particular bill has a coequal number of Democrats and
Republicans that support it, which is a nice thing to see, especially
in today’s time. It is supported by the HVACR industry, the Cham-
ber of Commerce, and NRDC.

And it is never easy to achieve the level of consensus that this
bill has done. So this HVAC initiative is a triple win—for jobs, for
consumers, and the environment. I look forward to supporting it,
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and I urge all of my colleagues on the committee to do the same.
And just want to thank you again for having this hearing today.

I yield back.

Mr. ToNKO. The gentlewoman yields back.

The Chair now recognizes Representative McKinley for 5 min-
utes, please.

Mr. McKINLEY. Thank you, Mr. Chairman.

In 2016, apparently there was a conference in Rwanda, and they
developed an amendment, the Kigali—I hope I am pronouncing
that correctly—this Kigali Amendment that was to phase-down the
HFCs. But that never was ratified by the Senate here in the
United States. So it has been sitting there since 2016.

I am curious, Mr. Chairman, is there—maybe someone here
could answer—is there a difference between the Kigali Amendment
and this specific legislation? Is there a difference between the two?

OK. Mr. Lieberman?

Mr. LIEBERMAN. Very small differences. This is the legislative at-
tempt to get the U.S. on track for perhaps future ratification of the
Kigali Amendment. But you are right, we haven’t ratified it, so
there are questions what we should be doing in the absence of rati-
fication.

Mr. McKINLEY. Thank you. OK.

Now, it is my understanding that under that Montreal Protocol
that it wouldn’t go into effect until 20-some countries had ratified
}:‘hat(:) agreement. Have 20-some countries ratified that so it is in ef-
ect?

Mr. DONIGER. Ninety-one.

Mr. LIEBERMAN. It is in effect. But developing nations—which,
incidentally, includes China—have generous extensions of time to
continue using HFCs. They demanded and got a lot of extra time
to stick with the old refrigerants. That is why the claims of exports
may be overblown. These nations demanded and got extra time to
continue using HFCs.

They have also said at the U.N. that they are not interested in
switching to these new refrigerants unless they are subsidized to
do so through something called the U.N. Multilateral Fund.

And most of the demand growth around the world is from these
developing nations who just really don’t have an interest in these
newer and largely more expensive refrigerants.

Mr. McKINLEY. I would like to understand maybe, Mr. Lieber-
man, because you have obviously been paying attention to this leg-
islation more than I, why didn’t the Senate take it up? Why did
we not ratify that treaty?

Mr. LIEBERMAN. It has to be submitted by the President to the
Sﬁnate. President Obama chose not to do so. President Trump
chose

Mr. McKINLEY. OK. But my question, why not? He is the one—
they agreed to the thing in Rwanda. Why didn’t he submit it to the
Senate for ratification?

Mr. LIEBERMAN. I could only guess. I would guess he was con-
cerned about the number of votes at the time. That is President
Obama. And I would guess that President Trump may not support
this effort. But that is just a guess on my part.

Mr. McKINLEY. OK. So someone has to submit it.
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All right. I have two minutes left. If I could yield my time to the
gentleman from Oklahoma, if he would like to continue his line of
questioning.

Mr. MULLIN. There has been a lot of question about the industry
supporting this. And while I agree that industry does—I mean, let’s
be honest, for industry it is great, it is job is security—I mean,
wouldn’t this make sure that you guys are still producing units
going forward, Mr. Bedard?

Mr. BEDARD. We certainly intend to continue to heat and cool
people’s homes.

Mr. MULLIN. Sure. But we talk a lot about all the industry sup-
porting it, but once again we leave out the consumer. I mean, if the
consumer begins to understand what their options are going to
be—for instance, then when we phase-out the 410A, what refrig-
erant is going to be replacing that?

Mr. LIEBERMAN. That is a good question. And we have talked a
little bit about certainty, but there really isn’t any frontrunner to
replace 410A. So we are going to see a number of different refrig-
erants, some different companies going in different directions.

And as you know from your history, the proliferation of refrig-
erants is a very big problem. You don’t know if the right refrig-
erant was used by the last person to repair the system. So it is the
proliferation of refrigerants that is a problem and it is not helped
by this bill.

Mr. MULLIN. And if you change refrigerants out then the equip-
ment doesn’t operate the same. Is that correct, Mr. Bedard?

Mr. BEDARD. The equipment is designed for certain refrigerants.

Mr. MULLIN. For certain. So if you phase-out R—22, then 410A
won’t work with it, and if you phase-out the 410A, then the A2L
won’t work very good with it, right?

Mr. BEDARD. That is correct.

Mr. MULLIN. Is the A2L, which is commonly used right now to
replace the 410A, what is the problem with it?

Mr. LIEBERMAN. Well, there are some flammable refrigerants
that are being introduced. Flammability risk can largely be engi-
neered around. It can’t be completely eliminated, but they can be
reduced. They are more of a problem for some types of equipment
than others.

I would say it is a safety issue, but it is also a cost issue, because
the things you have to do in order to reduce those risks cost money.
And these flammable refrigerants are particularly an issue in retail
environments where there is proximity to customers and employ-
ees, and there are lease issues and insurance issues and building
code issues. These issues are on their way to being worked out, but
there is a long way to go and it is still silent on that.

Mr. MULLIN. And the consumer will be paying that bill, not the
manufacturers or the installers.

I yield back.

Mr. ToNKO. The gentleman yields back.

The Chair now recognizes the gentlewoman from Delaware, Rep-
resentative Blunt Rochester, for 5 minutes, please.

Ms. BLUNT ROCHESTER. Thank you, Mr. Chairman. And in your
absence, now that you are back, I would like to say thank you for
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your leadership and support on this bill, as well as Mr. Peters, Mr.
Olson, and Ms. Stefanik.

I also wanted to acknowledge that the senior Senator from the
State of Delaware, Tom Carper, actually is the lead on this bill on
the Senate side.

And I want to thank our witnesses for joining us as well.

This bill is a combination of a proven regulatory framework, an
industry that is innovating next-generation technologies, providing
both environmental and economic gains. It is nonetheless notable
and some might say remarkable to see NRDC and two business as-
sociations sitting at the same table in support of this bipartisan
legislation, and the U.S. Chamber of Commerce, the National Asso-
ciation of Manufacturers are also on the record for officially sup-
porting this bill.

It is also rare, some would say these days, that Republicans and
Democrats can be in support of the same thing, small, medium,
and large businesses, labor, environmentalists can all agree on
something. But this legislation does just that.

H.R. 5544 will boost American innovation and manufacturing,
stimulate our economy, which ensures that we are competitive, and
create tens of thousands of new and high quality jobs.

I am going to start my first question with Mr. Doniger.

Can you describe how the environmental and business commu-
nities came to agree to support this bill? Could you share a little
bit about that?

Mr. DONIGER. Yes. As I said a little while ago, our environmental
and business interests originally were very much at odds back in
the early 1980s, but we found common ground. And the common
ground is on the notion of a transitional period for each of these
transitions, not an overnight ban, but also that it should happen
with some dispatch.

And also that there was advantage in having a strong Federal
framework, that the States were going to enter the area if the Fed-
eral Government did not. That is what is happening now. The
States are not going to be active in this area if there is a strong
Federal program.

We don’t always agree. NRDC would like these transitions to go
more quickly. We started work on this in the Bush administration,
in the George W. Bush administration, and it took ten years to
come to fruition in international negotiations.

But we have always led with domestic legislation. The inter-
national treaty is not what governs these guys. It is American leg-
islation. And that is what we need to do now.

Ms. BLUNT ROCHESTER. Now, I only have a minute and 40 sec-
onds left. So there are two things that keep coming up, one is cost
and the other is safety. Can I ask Mr. Galyen to speak on those?

Mr. GALYEN. Yes, please. Thank you. I appreciate the oppor-
tunity, Congresswoman.

So let me say two clarifying points. So under the Montreal Pro-
tocol and the other—the CFCs, because all you guys are not that
familiar with it, but that was actually a phaseout. I just need to
be clear that this bill is proposing a phase-down and it is orderly
over 15 years.
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I have heard it come up time and time again: What about service
and replacement? It is 15 years, there will be ample refrigerants
available for those existing applications for service and repair for
the full lifetime of those individual products.

I can then tell you switch to safety. This industry and the mem-
ber companies, including my own, have a track record of safety. It
is really important to us. We manage today gas furnaces which are
in propane, as well as natural gas, same for water heating equip-
ment, boilers, and the like, and we know how to do that. And it
is very important and critical for the business.

Ms. BLUNT ROCHESTER. Thank you so much. Thank you all.

Mr. BEDARD. And I would just add, Congresswoman.

Ms. BLUNT ROCHESTER. Yes, Mr. Bedard?

Mr. BEDARD. Safety is very, very important to us. It is our num-
ber one consideration. I am not here to ask Congress questions,
just think to yourselves how many of you have natural gas or pro-
pane in your home. You probably do.

As long as the installation practices are that way, as long as the
equipment is designed for it, you can do it. We are asking for your
help. The longer that we have the certainty that we have, we can
exercise a fragmented supply chain to train the installation folks
and get this done the right way as we have done twice in the past.

Ms. BLUNT ROCHESTER. Thank you so much. And I yield back.

Mr. ToNKO. The gentlewoman yields back.

The Chair now recognizes Representative Long for 5 minutes,
please.

Mr. LONG. Thank you, Mr. Chairman.

And thank you all for being here today.

And before I came to Congress, I had a 30-year career, a little
over 30 years, in the auction business. And for 20 of those 30 years
I did over 200 auctions a year. That is quite a few auctions. So I
have wrestled with this issue for all of those 30 years, because as
refrigerants would be inlawed and then outlawed, you had to be
careful what you were selling, what was in that, who had done it
the last time, as you have talked about here today.

It is an issue, like I say, I have wrestled with for quite a while.
And you can see from the sling I am in that I wasn’t very good at
wrestling my daughter’s poodle back on the 20th of December.

But for the rest of my time, my four minutes and 15 seconds, I
am going to yield 5 minutes of that time to one of the foremost
wrestlers ever to come out of the State of Oklahoma, my buddy,
Markwayne Mullin.

Mr. MULLIN. I don’t know if I can take that title, but I will say
I was decent.

So before we quit talking a while ago, we talked about additional
measures that could be done to install this safe—and, Mr. Bedard,
you mentioned that just a second ago—which additional measures
can be done, like ventilation, right?

Mr. BEDARD. Right.

Mr. MULLIN. Yes? I mean, if it is flammable

Mr. BEDARD. There are a number of different things.

Mr. MULLIN. If it is flammable it has to be ventilated.

Mr. BEDARD. There are a number of different approaches, yes.
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Mr. MULLIN. But you talked about natural gas appliances, and
we hear every year homes exploding because of natural gas leaks.
We hear of water heaters that are supposed to be ventilated cor-
rectly and the pressure relief valve isn’t supposed to be capped off,
but the homeowner decided to cap off the pressure relief valve on
the side of the water heater, because they didn’t know what it was,
because it was leaking, or they cap off the ventilation because it
was allowing cold air to go in, because the installers are trained
on it but the homeowner isn’t.

And so when we start talking about safety, we start talking
about a safe way to do this, Mr. Bedard, what is a life worth to
you?

Mr. BEDARD. We—we——

Mr. MULLIN. No, no——

Mr. BEDARD. Our products are safe, Congressman. Our products
are safe.

Mr. MULLIN. No, no, no, I didn’t ask that question. What is a life
worth to you?

Mr. BEDARD. Our products are safe and we go through multiple
human analysis to make sure.

Mr. MULLIN. Mr. Doniger, what is a life worth to you?

Mr. DONIGER. I am offended by the question.

Mr. MULLIN. No, I am not, because I am the installer, and if a
house were to explode or a house were to catch on fire, who is lia-
ble for that life? Because we are talking about going from a refrig-
erant that is nonflammable to a replacement refrigerant that is
flammable.

I am an installer. Believe me, safety is first and foremost. I know
you don’t create products to make them unsafe. You make them
safer. But we are still talking about a refrigerant that we are re-
placing that is mildly flammable. And if you know anything about
consumers, if it is mildly flammable, it is flammable.

So what is a life worth? And then who is going to be liable for
this if we do lose a life? Anybody?

Mr. LIEBERMAN. I think there are a lot of issues that haven’t
been thought through on this.

Mr. MULLIN. Agreed.

Mr. LIEBERMAN. So with regard to flammability and flammable
refrigerants, there is a reason this industry has tried to avoid using
flammable refrigerants for as long as it could. They have to con-
sider new ones now that other things, the nonflammable ones, one
after another, have been replaced.

One quick point I wanted to make with regard to the claim that
the Montreal Protocol was a phaseout. Actually it wasn’t. It started
out as a very reasonable phase-down, but it had one of these accel-
erator clauses. So before the ink was dry, organizations, I think in-
cluding NRDC, pushed to accelerate the deadlines and we ended up
with a much tougher deadline than we originally started with and
that phase-down of HFCs can also be accelerated.

Mr. MULLIN. Mr. Galyen, you said that the products are avail-
able through the lifespan of the equipment. Is that right?

Mr. GALYEN. Refrigerants will be available for the service and re-
pair of those systems for their useful life.

Mr. MULLIN. What is considered a useful life?
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Mr. GALYEN. Generally in air conditioning systems around 15
years.

Mr. MULLIN. So for 15, 20 years Lennox is going to produce both
refrigerants?

Mr. BEDARD. We don’t produce refrigerants, Congressman. How-
ever, if you want to buy R—22 today, you can.

Mr. MULLIN. At what cost?

Mr. BEDARD. It is

Mr. MULLIN. At what cost? Because that is the important thing,
what cost is it? Because I know the cost. So what is the cost of the
refrigerant right now to replace R-22, to buy R-22?

Mr. BEDARD. So I know the wholesale cost is a little bit—it is
probably $12 a pound, or something like that, wholesale, for——

Mr. MULLIN. But you can’t buy it wholesale right now.

Mr. BEDARD. So we sell it to contractors, so I don’t sell it to con-
sumers. The contractors in turn sell it.

Mr. MULLIN. So the point is the refrigerant is priced out. And if
you price it out, then you price out the equipment.

With that, I will yield back.

Mr. ToNKO. The gentleman yields back.

1The Chair recognizes Representative McNerney for 5 minutes,
please.

Mr. McNERNEY. I thank the chairman.

I thank the witnesses this morning. Useful testimony.

I think it is important to highlight the fact, as Mr. Galyen men-
tioned, H.R. 5544 does not force anyone to abandon existing refrig-
eration or air conditioning equipment and really requires a phase-
down as opposed to a phaseout.

Mr. Galyen, the cost difference between HFCs and HFOs has
been mentioned a couple of times this morning, but is there a likely
decrgzase in cost of HFOs as they phase in to large-scale produc-
tion?

Mr. GALYEN. First, for as it becomes commercially to scale.

But I want to clarify, if I can. The HFCs are not naturally going
to go to HFOs. There are—can you hear me now? Sorry.

There are many options. It is not a given that HFCs are going
to transition to HFOs. There are many, many chemical options.
They just all have a lower global warming potential—or near zero
in some cases if we are talking about hydrocarbons and such. It
will vary very much by application.

Mr. McNERNEY. Thank you.

Mr. Bedard, I liked your comment that lists legislation proposes
to use known proven policy approaches to accomplish the goals of
reducing HFCs. Could you expand on that a little bit?

Mr. BEDARD. Yes, sir.

Now, I have been in the HVAC business for 30 years, so I have
experienced two major transitions. One where the CFCs were
transitioned in the early 1990s, and one where the R—-410A re-
placed R—22 in 2010.

And what that gave us was a level of certainty where we planned
with gradually decreasing quotas that essentially scaled down the
availability of the other refrigerants, and it allowed us what I
would call is a soft landing. And so we see this as a very similar
approach, one that we are very comfortable with.
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Mr. MCNERNEY. Excellent. Thank you.

Mr. Doniger, does H.R. 5544, in your opinion, embrace the same
legal framework that currently exists in Title VI?

Mr. DONIGER. Yes. It is modeled very closely on Title VI, the
phase-down of production and consumption. And the other provi-
sions are modeled on Title VI.

Mr. MCNERNEY. Well, can you speak to how the encouragement
and certainty that H.R. 5544 provides will assist us in maintaining
and extending American leadership?

Mr. DONIGER. Right now American companies have the lead in
many areas of the technology in stuff they make here, as well as
the know-how for stuff made elsewhere in the world. And other
companies and other countries are trying hard to wrest that lead.
They have clear guidance from their governments about the phase-
down.

The lack of clarity here is risking the lead that the American
companies have, as well as risking the environmental benefit that
comes from phasing these chemicals down.

Mr. MCNERNEY. So what was involved in maintaining American
leadership? Was it industrial investment in R&D? Or what would
go into that?

Mr. DONIGER. In my perception, and of course I am not in the
companies, but that the companies were motivated to put a lot of
money and a lot of planning into the transition between the late
Bush administration through the Obama administration because
they saw this transition coming and coming into focus. And now we
need to solidify it with Federal legislation that would give them the
guidance they need.

Mr. MCNERNEY. Mr. Galyen, could you take a stab at that? What
has been involved in establishing American leadership? And can we
builg on that leadership stance that we have now with this legisla-
tion?

Mr. GALYEN. Yes. Thank you for the question.

And for sure I think that is what the bill’s intent is. I mean, Wil-
lis Carrier invented air conditioning in the United States way back
when. We have since that time have got the good experience, the
great engineers, the great designs that is recognized here and it is
recognized around the world.

But as Mr. Doniger said, if we give way and let other countries
or companies in those countries who are designing to their own na-
tional framework, they will get a lead to us and eventually get an
advantage in the marketplace and make American companies less
competitive. That is a risk.

Mr. McNERNEY. OK. Thank you, Mr. Chairman. I yield back.

Mr. ToNKO. The gentleman yields back.

1The chair now recognizes Representative Rodgers for 5 minutes,
please.

Mrs. RODGERS. Thank you, Mr. Chairman.

And to all the panelists, thank you for being here today.

Proponents of this legislation argue that it will create approxi-
mately 33,000 new manufacturing jobs in the United States Amer-
ica.

Mr. Lieberman, do you agree that the bill will directly lead to
new jobs in the U.S.?
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Mr. LIEBERMAN. It is probably not going to be 33,000 and they
are probably not going to be American.

I saw that study on jobs, and one word that was missing from
the study was outsourcing, which is interesting because this is an
industry, the air conditioning and refrigeration industry, that has
been very aggressively outsourcing in recent decades.

And in fact, some of the biggest supporters of this bill are some
of the biggest outsourcers, and that includes the products that are
being touted as the next big thing if this bill were to pass.

For example, the HFO refrigerants that we were talking about,
of which Honeywell and Chemours hold patents, well, both Honey-
well and Chemours built their first production of HFOs in China.
So all of the jobs—or some of the jobs and all of the technology has
been handed over to the Chinese.

And with regard to equipment makers, they buy compressors,
motors, refrigerants, other components from all over the world and
they do so because it is a cost-cutting measure. You want to get the
cheapest products consistent with quality.

And so I find it very hard to believe that that cost-cutting incen-
tive to outsource is going to come to an end if this bill were to pass.

The reality is this bill does nothing to encourage exports. The
only thing this bill does is hamper the U.S. market by restricting
the low-cost option for American consumers.

Mrs. RODGERS. I think that is a very important point as we think
about American leadership, American competitiveness, and the im-
portance of us leading and the rest of the world following our lead-
ership.

Mr. LIEBERMAN. And if any company thinks that these new re-
frigerants and equipment really are the future, they are free to go
ahead and move in that direction. They don’t need the AIM Act to
make this new stuff.

Mrs. RODGERS. OK.

I would like to yield the remainder of my time to the gentleman
from Oklahoma, Mr. Mullin.

Mr. MULLIN. I know this hearing is winding down, and I want
to make a point. I am not saying that anybody is purposely deceiv-
ing or misleading or is for sacrificing a life for a product. I am not
saying that.

What I am saying is that we are disguising this and not being
true to the consumer of understanding what their choice is.

What Ben just said is we don’t have to have this bill for that.
We can make the consumer, allow the consumer to choose, do I
want a flammable or a nonflammable product in there?

The EPA already said that the 410A doesn’t hurt the ozone. And
in fact we were even told that—Mr. Doniger, I think you said in
your testimony that in your lifetime the ozone is already being re-
built for your children. Is that you that said that in your testi-
mony?

Mr. DONIGER. Yes. But we have another problem to deal with.

Mr. MULLIN. I get that. But what I am saying is, is the con-
sumers have been left out of this conversation.

Mr. DONIGER. Not at all.

Mr. MULLIN. The cost to install these new units is a real cost.
And we need to make sure that the consumer is, one, aware of
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what their choices are, and, two, understand what the cost is to
them.

That is what I represent. I am not representing industry of any
sort. I am just representing my customers, my constituents, my
consumers, and all of our consumers.

And, Ben, when you were discussing the replacement and you
were discussing the cost of the jobs that the consumers are going
to have to bear, meaning in the installation of it, that is all I am
talking about.

Mr. BEDARD. I understand the point, Congressman. I guess I
would just point out that this transition is underway. It is hap-
pening. It is occurring. It is occurring in different States. And the
only question is, how is it going to happen, under what terms, and
are we going to accrue the benefits?

We are asking for your help to provide that Federal structure
that will help us, that will help the entire supply chain, and will
help the consumer. Absent that structure, many of the things that
you are predicting likely would occur. But with that structure——

Mr. MULLIN. Preemption is very important. Preemption, as you
said, is important. Then it should be part of this bill. And not to
mention that I believe what needs also to be part of this bill is con-
sumer choice.

I don’t think we need a phase-down or phaseout where we are
at today with the 410A considering we are just now phasing out
the R—22 to the 410A, and we are already planning on already
phasing it out.

That means the products aren’t going to be on online. And that
means the consumer today is going to be buying something that
they already know is out of compliance because we are moving it
forward. They have to be part of the conversation.

I appreciate every one of you guys here. And I appreciate your
time.

I think I am out of time.

Mr. ToNKO. You are out of time.

Mr. MULLIN. Yes, I am out of time.

Mr. ToNKO. The gentleman yields back.

The House has called votes, and so we are going to recognize 5
more minutes from the Democratic side and then bring us to a
close.

So I now recognize the Representative from California, Rep-
resentative Matsui, for 5 minutes, please.

Ms. MATsUL Thank you very much, Mr. Chairman.

I appreciate the witnesses for being here for so long.

I am pleased to see the Energy and Commerce Committee is con-
sidering legislation that will phase-down the production and con-
sumption of HFCs from the American economy. This effort is the
result of years of groundwork laid within the international commu-
nity to take actions on a worldwide scale to reduce human use of
substances that are harmful to our environment and public health.

It is clear that this is not just a question of chemicals that con-
tribute to climate change. It is a matter of whether our country
wants to protect public health and remain competitive within the
international community.
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Depletion of the ozone results in dangerous increase in levels of
ultraviolet radiation, which lead to serious health concerns like
skin cancer, immune disorders, and eye cataracts.

Moreover, with the rest of the world already on schedule to
phase-out HFCs, industry is headed in a direction that will render
HFC-using equipment obsolete. We want to lead in this effort and
not fall behind.

We heard in Mr. Doniger’s testimony the significance of the Mon-
treal Protocol and the broad support it has received over the years,
including from every U.S. President since Ronald Reagan. In fact,
as I understand it, Mr. Bedard, this bill is based substantially on
policies and regulatory design concepts developed by President
Reagan and President George H.W. Bush which were applied with
broad industry support to transition out of earlier generations of
refrigerants.

Mr. Bedard, isn’t this bill simply a continuation of regulatory
principles that have proven to foster greater competition, lower
prices, and more innovation over the past 30 years?

Mr. BEDARD. Yes, I would say that the structure is identical. And
I would expect the outcome to be very similar. The industry has
grown, the jobs have grown. And it gives us a framework from
which to work.

Ms. MATsul. OK. And, Mr. Bedard, with 91 countries acting to
phase-down HFCs, what changes are we seeing within your indus-
try at the international level? And what role have American com-
panies played in this transition thus far?

Mr. BEDARD. Sure. So we are using some of the new refrigerants
in Europe. As a matter of fact, we just had a job where we shipped
one to Lebanon. So it is not just Europe that are using the new re-
frigerants.

The design work for those refrigerants is being done in Europe,
but it was substantially assisted by work that we have done in the
U.S. I think over time that if the U.S. would not be that center of
excellence, then obviously those jobs would go somewhere and that
growth would go somewhere else.

Ms. MaTsul. OK. Well, thank you very much.

And I would like to yield the remainder of my time to my col-
league from New York, Ms. Clarke.

Ms. CLARKE. I thank the gentlelady. And I thank our chairman
and ranking member for convening this important hearing on the
necessary phase-down of climate warming hydrofluorocarbons.

As Chairman Rush said the other day, climate change represents
only a tremendous threat to our future, but also a tremendous op-
portunity: an opportunity to create millions of new jobs, foster in-
novation in the new clean technologies, and increase the competi-
tiveness of American businesses on the global stage.

The American Innovation and Manufacturing Leadership Act
represents one of these important opportunities. Transitioning
away from HFCs towards climate-friendly alternatives will not only
benefit the environment, it will also benefit American consumers
with better products, increase the global competitiveness of our
manufacturing sector, and spur the generation of thousands of new
domestic jobs in this field.
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New York State is home to more than 2,600 direct jobs in the
heating, ventilation, air conditioning, and refrigeration industry.
And I anticipate that with this legislation we are poised to bring
forth even more.

So I want to thank each of you for coming today, lending your
expertise to this conversation, and looking at how we can drill
down and make this a reality. As I stated, I believe that we have
an enormous opportunity here to simultaneously reduce climate-
warming emissions and bolster the American economy, and I look
forward to supporting this legislation.

I did have questions for all of you gentlemen. I am going to sub-
mit them to our chairman so that you can respond at an appro-
priate time. I am down to the wire here. So thank you all very
much.

And I yield back, Mr. Chairman.

Mr. ToNkO. The gentlewoman yields back. That concludes the
questioning of our panel.

I have before me a number of documents that have been mutu-
ally agreed to. I request unanimous consent to enter them into the
record.

Mr. SHIMKUS. No objection.

Mr. ToNKO. Without objection.

[The information appears at the conclusion of the hearing.]

Mr. ToNkKO. And I would like to thank again our witnesses for
joining us at today’s hearing.

I remind members that, pursuant to committee rules, they have
10 business days by which to submit additional questions for the
record to be answered by our witnesses. I ask each of our witnesses
to respond promptly to any such questions that you may receive.

And at this time, the subcommittee is adjourned.

[Whereupon, at 1:28 p.m., the subcommittee was adjourned.]
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HFC Phasedown Background

With regulatory certainty, the technology transition to low-GWP next-
generation technology is underway in all major developed countries and is
gathering momentum in most major developing countries including India,
China, Korea, and Indonesia.

The transition path in the U.S. is uncertain with no federal action to date
However, a dozen states have started a patchwork of legislation or
regulation creating an unpredictable state-based HFC phasedown.

Investment decisions are being made now on implementation of these
next-generation technologies, but under the current circumstances the
U.S. market will be fractured and less efficiently served, increasing
consumer costs and diminishing U.S. global technology leadership.

A predictable federal U.S. HFC phasedown positions industry to maintain
global technology leadership, create additional manufacturing jobs, and
cost-effectively produce these new technologies that benefit consumers.

The Kigali Amendment to the Montreal Protocol has been ratified by 91
countries and went into effect on Jan 19. 2019, initiating a broad-based
orderly phasedown of HFCs.
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Economic Analysis

Inforum and JMS Consulting previously:

— Assessed fluorocarbon industry size

— Conducted scenario analysis, focusing on HVACR, the largest segment

— Examined consumer costs in residential/commercial air conditioning, the largest uses
Scenarios compared ratification and implementation of global HFC phasedown
requirements in the U.S. versus a “business as usual” case with no mandated
U.S. phasedown. The “consistent with global HFC phasedown” case assumes
U.S. action, with or without formal ratification by the Senate.

Analysis incorporated public data, estimates from Inforum models, and
industry interviews, using conservative assumptions.

U.S. HFC phasedown implementation adds American jobs, increases exports,
decreases imports, and supports American technology leadership.

Delays in implementation or ongoing uncertainty due to state actions will
inhibit or eliminate the opportunity to achieve the forecast gains

Life-cycle cost analysis of air conditioning applications shows the transition
during HFC phasedown is expected to further reduce consumer costs.
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i 1l U.S. Industry Segments (Fluorocarbons)

Fluorocarbon-using products impact how we live on a daily basis.
Fluorocarbons are used in commercial HVAC, residential HVAC,
commercial refrigeration, household appliances, and motor vehicle air
conditioning

Insulating foams, medical metered-dose inhalers, aerosols, and several
other applications make up the remainder of the manufacturing sector
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U.S. Industry Objective

* U.S. industry strongly supports domestic phasedown of
HFCs consistent with the Montreal Protocol.

* Heating Ventilation Air Conditioning and Refrigeration
(HVACR) and Fluorocarbon technologies are signature
American technologies.

* The phasedown being implemented globally under the
Montreal Protocol provides a platform for gradual
introduction and commercialization of next generation
technologies.

* An HFC phasedown in the U.S. opens the door for
domestic production to serve the rapidly expanding
global market without harming U.S. consumers.

* Implementation of the HFC phasedown is good for
American jobs, the balance of trade, and continued
American technology leadership.

* The transition during HFC phasedown is expected to
reduce consumer costs in the air conditioning industry.

We urge Congress to implement a U.S. HFC phasedown.
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U.S. Manufacturing Impact

|-Fleorocarbons in the American Economy

¢ Jobs

589K direct employment

$39B in payroll

$205B in sales

2.5M total employment impact

¢ Output

$621B in economic output, including
manufacturing, distribution, service &
installation (includes supply chain and
induced demand)

* Manufacturing

$178B contribution

671K jobs, dominated by HVACR
equipment

Downstream contracting, wholesale,
and service make up the rest

TOTAL EMPLOYMENT, 2016
(THOUSAND PERSONS)

Induced Direct
1,463 589
Total
2,546

Indirect
494
TOTAL OUTPUT, 2016
(BILLION $)
Induced
$290.1 Direct
Total $205.2
$621.7
Indirect
$126.5

This industry is a significant contributor to American jobs, trade & economic output
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*  Current manufacturing output is $56.7B

* Downstream output in the wholesale, contracting, and repair and maintenance sectors is
almost 3X that of manufacturing

Manufacturing + Downstream (Billions $) Manufacturing Shipments (Billions $)

HVACR Repair/Maintenance

$5.5
HVACR Installation
$55.6

\—b

Flourocarbons
$1.5

Downstream output is almost 3X the size of the manufacturing output
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U.S. Industry Segments

Employment

* Current manufacturing impact is 138.4K jobs

Direct Industry Employment - 2016 (Thousands) Manufacturing Employment 2016 (Thousands)

Fluorocarbons
29

Distribution Medical, Aerosols,
110.2 Other
119

Maintenance &
Repair
38.6

Downstream employment is over 3X the size of the manufacturing employment
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_ U.S. Industry Growth Prospects

* Over the next 10 years...

International HVACR market expected to more than double

The cumulative global market will be over $1 trillion

Developed countries are already transitioning to new technologies
Developing countries will transition away from ozone-depleting substances
and this transition is at its apex between now and 2047

Foams, medical applications and aerosols also have large global growth
opportunities

* American Innovation

Commercialization of next generation technology is essential at this point in
the Montreal Protocol transition

The U.S. HVACR industry has traditionally led these transitions and it is vital
they lead this transition

Typical design cycle for the industry is 5-10 years, decisions being made now
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HFC Phasedown Impact

- 2027

Scenarios Compared:

“Consistent with Global HFC Phasedown” — U.S.
implements HFC phasedown on Montreal
Protocol schedule

“Business as Usual” — No U.S. phasedown

Manufacturing Jobs
—  Current manufacturing impact is 138.4K
jobs
— HFC phasedown increases direct
manufacturing jobs by 33K

— Manufacturing growth translates into an
incremental 150K jobs economy-wide

Direct Economic Output

— HFC phasedown improves direct
manufacturing output by $12.5B

— Total increased output of $38.8B versus ho-
phasedown scenario

Trade Balance
— Positive impact on balance of trade
— Manufacturing impacted directly

Thousnad Persons

240

220

g

=
-]
o

=
[-2]
o

B
)

120

Direct increase 33K

Manufacturing jobs w/
HFC phasedown

2016 2027

— — Business as Usual

Consistent with Global HFC Phasedown

U.S. HFC phasedown essential to jobs growth, industry growth, trade balance
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"HFC Phasedown Impact

Global Trade Impacts
— U.S. HFC phasedown

Global Trade

U.S. HVACR Exports

U.S. HVACR Imports

will increase U.S. 17 6.0 38
supply to global : 34 345
HVACR markets by 14 %0 ’
$5.08 e mwo | ¢ S 19
— Phasedown will su P % ’
inhibit growth of old = e T2 75
technology HVACR 8 /" 18 /
imports by $6.5B ; 6.8 iy 185
— Fluorocarbon 2016 2027 2016 2027

manufacture adds $1
billion in net trade
benefit

= = -Business as Usual

Consistent with Global
HFC Phasedown

- = -Business as Usual

Consistent with Global
HFC Phasedown

L6

U.S. HFC Phasedown will grow U.S. exports and improve balance of trade
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"HFC Phasedown Impact

HVACR Global Export Market

The HVACR global export market
will grow by 6% per year to meet
needs of China, India, Latin
America, and Africa

With HFC phasedown, U.S. exports
will outperform, increasing U.S.
share of global market from 7.2% to
9.0%

Without HFC phasedown, exports
will underperform

U.S. is a net importer, but gains share of global market with a U.S. HFC phasedown

10%

9%

8%

6%

U.S. Share of World HVACR

Export Market
9.0%
7.2% <_
T~ 6.2%
2016 2027

- = -Business as Usual

Consistent with Global HFC Phasedown
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‘HFC Phasedown Impact

=Refrigerant Production & Reclaim

* Fluorocarbon manufacturing would benefit from increased exports if HFC
phasedown is enacted and suffer from imports of older refrigerants if not

* S$1B net benefit included in analysis

* Reclaimed HFCs with a U.S. HFC phasedown are estimated to increase
reclaim sales by $0.8 billion and add almost 4,000 jobs. (not included in
totals)

Jwroron | 3MS Consulting | @& o= | AHRI

66



: HVACR Technology & Investment

The American HVACR industry led global innovation, which is driven by
domestic demand

Investments in next generation refrigerants and equipment technologies
are already underway
— In 2015, AHRI members representing 90% of U.S. HVACR manufacturing
committed $5B through 2025 in R&D and capital investment to commercialize
high efficiency equipment using next generation refrigerants
— American investments in R&D and capacity for HFC phasedown-related growth
will generate 1,400 additional jobs and $1B in capital investment if a U.S. HFC
phasedown is implemented

— Without U.S. HFC phasedown, manufacturing and R&D for new technologies
will move to international markets to meet local demand for new technologies

U.S. HFC phasedown essential to maintain and expand American leadership

Jwroron | 3MS Consulting | @& o= | AHRI
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The 30-year history of the Montreal
Protocol shows the industry has used
innovations, new technologies, and
more sustainable compounds to
drive continued reduction of
consumer costs.

Industry innovation, gradual
transition schedules, and avoiding
impacts on existing equipment
owners allowed the industry to
accommodate major transition costs
over time, minimizing impact on
consumer prices.

U.S. appliance prices have declined
over time and are expected to
continue to do so.

Room air conditioners, refrigerators,
and central air conditioners have all
seen real price declines through two
technology transitions under the
Montreal Protocol.

Historical & Projected Real Price Indices

for U.S. Major Appliance Categories

Real Price Index

4.0

------- Elec. Cooking

35 ====Household Laundry

= = Refrigerators
Room AC

3.0 = + =Misc. Appliances

Furnaces
-« CAC

~
[0}

~
o

Historical Projected

=
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/!

o
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0.0
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Year

See Desroches, et al. (2018). Historical trends based on the PPI published by the U.S. Bureau of Labor
Statistics. Projected trends are experience curve fits to the historical data.

2050

Innovation and planning minimized costs of conversion under the Montreal Protocol.
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Lifetime Service

Life-Cycle Costs of Air Conditioning

LIFE-CYCLE COST - COMMERCIAL

Other, 9.7% .

LIFE-CYCLE COST - RESIDENTIAL

First Refrigerant
Cost, 0.3%

Other, 0.7

Equipment Cost,
5.8%

First Refrigerant
Cost, 0.2%

Lifetime Service

Equipment Cost,
Costs, 3.5%

21.2%

Electricity dominates lifetime costs for both residential and
commercial air conditioning.
Refrigerant Supply is less than 1% of lifetime costs.

Cost projections of each element were made for a new equipment
purchase in 2029, with and without U.S. HFC phasedown.

Energy cost dominates even equipment cost, and refrigerant is a minor contributor.
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HFC phasedown will not increase consumers’ cost of air conditioning.

17

—7 ._S. Qonsumers Benefit from HFC Phasedown

Total costs were estimated over 15-
year lifetime for average 2.5 ton
residential and 15 ton commercial U.S.
air conditioning units.

Equipment with HFC phasedown
("Consistent with HFC Global
Phasedown”) is conservatively
assumed to be 10% more costly, but on
average slightly more efficient, with
lower leak rates and smaller charge
sizes.

The average price among all
refrigerants is expected to equilibrate
and continue to average ~$7/lb.

Driven by energy, total costs decline
slightly with HFC phasedown. There
are no significant consumer cost
impacts even if refrigerant prices were
5x higher.

Total Cost of Ownership for 2029 Purchase

Consistent with

RESIDENTIAL AIR Business as Global HFC,
CONDITIONING Usual
Phasedown
Equipment Cost $4,000 $4,400
First Refrigerant Cost $53 $49
Lifetime Refrigerant Supply $79 $37
Lifetime Service Costs $2,250 $1,950
Lifetime Electrical Costs $11,585 $11,434
TOTAL OWNERSHIP COSTS $17,966 $17,869
ANNUAL AVERAGE COSTS $1,197.74 $1,191.29
COMMERCIAL AIR Businessas oot with
CONDITIONING
Equipment Cost $25,000 $27,500
First Refrigerant Cost $700 $653
Lifetime Refrigerant Supply $1,050 $490
Lifetime Service Costs $15,000 $13,000
Lifetime Electrical Costs $351,285 $346,697
TOTAL OWNERSHIP COSTS $393,035 $388,340
ANNUAL AVERAGE COSTS $26,202.34 $25,889.34

Jarosuw | 3ms Consulting | @& e

AHR

€01



-

1 I Refrigerators Add Value at Lower Cost

Refrigerators today are
larger, lower-priced, and
more energy-efficient
than ever.

The trend has been
persistent despite 30
years of transitions under
the Montreal Protocol.

Similarly, other
applications have already
begun to transition to
new compounds and can
benefit further from the
clarity of the HFC
phasedown schedule.

APPLIANCE STANDARDS
AWARENESS PROJECT

Average Household Refrigerator Energy Use, Volume, and Price Over Time

2,500
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(kwh per year)
2,000 I/ -0 - '\
.« .-
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(AHAM) for energy consumption and volume; U.S. Census Bureau for price.

2016

No reason to expect consumer impacts of HFC phasedown to differ from earlier transitions.
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| Summary of HFC Phasedown Impacts

|- -

* U.S. Industry needs certainty about transition timing to win globally
— The global HVACR market will double in ten years
— U.S. industry must be cost competitive to expand global market share
— Phasedown timing certainty reduces transition costs
* U.S. Economic Benefits
— Increase American manufacturing jobs
— Grow U.S. share of the global market
— Improve the U.S. balance of trade
— Phasedown timing certainty delivers economic benefits
* American Consumer Impact

— AC continues to be more efficient
— AC continues to be more affordable for American consumers

— Phasedown timing certainty reduces the cost to consumers

U.S. HFC phasedown benefits industry, the economy, and consumers
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JOHN KENNEDY commmees
LOUISIANA APPROPRIATIONS
CHAIRMAN OF
SUITE SR-418 . FINANCIAL SERVICES
United States Senate B
(202) 224-4623 BANﬂ:SA:O;éEX\‘lRGSAND
January 14™, 2020 BUDGET
JUDICIARY
The Honorable Paul Tonko The Honorable John Shimkus SENTREPAENECRSHI
Chairman Ranking Member
Subcommittee on Environment & Climate Subcommittee on Environment & Climate
Change Change
Committee on Energy & Commerce Committee on Energy & Commerce
United States House of Representatives United States House of Representatives
Washington, D.C. 20515 Washington, D.C. 20515

Dear Representative Tonko and Representative Shimkus:

We write in support of The American Innovation and Manufacturing Act (AIM) of 2019
and a transition to the next generation of refrigerant technologies. The AIM Act looks to support
U.S. manufacturers in the heating, ventilation, air conditioning, and refrigeration sector by
providing a clear path to an orderly transition to next generation refrigerant technologies, many
of which are made only in the United States.

This will significantly benefit the U.S manufacturing sector and create thousands of jobs
nationwide. Further, by fostering a smooth transition to commercially available next generation
technologies developed by American industry, we can ensure certainty for businesses that will
lead to substantial savings for both industry and consumers alike.

The American Innovation and Manufacturing Leadership Act of 2020, introduced in the
House of Representatives by Rep. Paul Tonko and Rep. Pete Olson, is in many respects similar
to the Senate AIM Act. Both bills reflect a strong bipartisan interest in finding ways to ensure
American manufacturers and workers can produce new and innovative products and equipment
for a fast growing and increasingly competitive global market.

A failure to find a path forward for this industry could transfer our American advantage
to other countries, including China, which have been dumping outdated products into the global
marketplace and our backyard. Thankfully, there is clear path forward to protect American
interests.

The AIM Act will protect American workers, grow our economy, and improve our trade
balance all while encouraging further innovation to strengthen America’s leadership role. We
have been heartened to see bipartisan support for this important issue in the Senate and we look
forward to working with your committee to support American jobs and technology.

Sincerely,

Ybntls—  £) Gy, 10

United States Senator United States Senator




107

L Y~

Susan M. Collins Tom Cotton
United States Senator United States Senator

Y No——

Lindsey O. Graham
United States Senator




108

ASSOCIATION OF HOME
APPLIANCE MANUFACTURERS

1111 19th Street NW > Suite 402 > Washington, DC 20036
202.872.5955 f202.872.9354 www.aham.org

January 8, 2020

Representative Paul Tonko Representative John Shimkus

Chairman Ranking Member

House Energy & Commerce House Energy & Commerce

Environment & Climate Change Subcommittee Environment & Climate Change Subcommittee
2125 Rayburn House Office Building 2125 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Tonko, Ranking Member Shimkus and Members of the Subcommittee:

AHAM would like to provide the Subcommittee the views of home appliance manufacturers on

H.R. 5544, the "American Innovation and Manufacturing Leadership Act of 2020." AHAM member
companies manufacture residential refrigerators, freezers, room/window air conditioners, portable air
conditioners and dehumidifiers. All of these products are impacted by H.R. 5544 and the manufacturers of
these products have recommendations to improve the current version of the bill. We hope the
Subcommittee will agree that the three suggested additions below are reasonable and reflect basic good
government tenets.

1. SEC. 4. MONITORING AND REPORTING REQUIREMENTS - Reduce unnecessary and
duplicative reporting requirements by ensuring EPA does not impose any more detailed or
extensive information submissions than already are required under the existing Clean Air Act
regime or to require the reporting of the same information year after year when there are no
changes to that information.

2. SEC.7. TECHNOLOGY TRANSITIONS — Ensure manufacturers have at least three years to
redesign and retool its products, as is the case, for example, when a minimum energy standard is
changed for home appliances. Changes in requirements under this legislation can have profound
effects on product design, as with the energy standards, and require a reasonable lead in period.

3. SEC. 8. RULEMAKING AUTHORITY - Reduce cumulative regulatory burden by EPA
coordinating its rulemakings with DOE to try to avoid EPA banning a refrigerant at a different
time than an upcoming energy standard change so manufacturers do not have multiple redesigns
and retooling changes that are unnecessary. Energy and refrigerant requirements and restrictions
are fundamentally linked from an engineering viewpoint.

We look forward to working with the Subcommittee on these issues and appreciate your consideration of
our views.

Sincerely,

Kevin Messner
Senior Vice President, Policy & Government Relations
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we make life better®

THE ALLIANCE

for Responsible Atmospheric Policy

October 7, 2019

The Honorable John Barrasso The Honorable Frank Pallone
Chairman Chairman

Committee on Environment & Public Works Committee on Energy & Commerce
United States Senate United States House of Representatives
Washington, D.C. 20510 Washington, D.C. 20515

The Honorable Thomas Carper The Honorable Greg Walden

Ranking Member Ranking Member

Committee on Environment & Public Works Committee on Energy & Commerce
United States Senate United States House of Representatives
Washington, D.C. 20510 Washington, D.C. 20515

Dear Chairman Barrasso, Chairman Pallone, Ranking Member Carper, and Ranking Member
Walden:

We, the undersigned member manufacturers of the Alliance for Responsible Atmospheric Policy
and the Air-Conditioning, Heating, and Refrigeration Institute, are writing to urge your support
for proposed Federal legislation phasing down a class of industrial products known as
hydrofluorocarbons (HFCs), commonly used as refrigerants and in other industrial applications.
We believe legislative action will provide regulatory certainty for U.S. businesses, and secure a
position of strength for American companies in a highly competitive global market for next
generation fluorocarbon technologies by creating new U.S. manufacturing jobs and stimulating
further investment in the U.S. economy.

U.S. companies that produce and use fluorocarbons have been preparing for a transition from

HFCs for more than a decade, investing billions in R&D to be the first to bring to market next
generation fluorocarbon products and equipment. American companies have led the world in
fluorocarbon technology development for decades, but that leadership — and the advantages it
confers to the U.S. economy — is jeopardized by the lack of a Federal policy for HFCs. In the
wake of U.S. inaction, foreign competitors are poised to fill the technology void and displace

American companies in a global fluorocarbon market expected to reach $1 trillion in size.
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The blueprint for the global market transformation is contained in the Montreal Protocol, which
was developed with significant U.S. industry and government leadership. The Protocol has also
had continuous bipartisan support since its original signing during the Reagan Administration.

Federal legislation phasing down HFCs represents a chance to put America first, and to keep
American workers at the forefront of this important global industry. A recent industry economic
study showed that a new Federal standard for the phasedown of HFCs would create 33,000 new
U.S. manufacturing jobs, add $12.5 billion per year to the U.S. economy, and expand U.S.
exports in this sector by 25 percent. Failure to do so will cost U.S. businesses and jobs.

On behalf of the 1.3 million Americans currently employed in the overall heating, ventilation,
air-conditioning, and refrigeration industry, we urge your support for action on proposed Federal
legislation to phase down HFCs. It is our goal to protect U.S. global technology leadership, and
create American jobs, a goal that we know you share. We look forward to working together to
achieve this goal.

Sincerely,

\ Witlezim P. Staed
. ) William Steel

Mike Armstrong President, CEO

President :

A-Gas in the Americas Bard Manufacturing Company, Inc.

William Lillis JX\\I

President Vitor Gregorio

AGC Chemicals America, Inc. Regional President North America
TT/RP-NA, TT/SAS

TR Bosch Thermotechnology
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Richard Rowe

President & CEO

Arkema, Inc.
R. Bruce Carnevale
President & CEO

_% . % ) W Bradford White Corporation

Kevin J. eeler

President & CEO A

A.O. Smith
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EVP & COO
Carrier
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Mark Vergnano
President & CEO

The Chemours Company
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Mr. Yasuhiro Utsumi
President & CEO
Daikin America, Inc.
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Michael Schwartz

CEO
Daikin Applied

John Galyen

President
Danfoss
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Keith Coursin
President
Desert Aire LLC
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Paul Sindoni
President
Dover Food Retail

H. Brad Kivlan, IV
CEO
Dynatemp International, Inc.
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Brent A. Schroeder

Group President — Heating & Air
Conditioning

Emerson Commercial & Residential
Solutions

T
Philip Lapin

President
Falcon Safety Products, Inc.
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Satoru Akama
President & CEO
Goodman Global Group, Inc.
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George Koutsaftes
President, Advanced Materials
Honeywell
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Kevin J. Zugibe, P.E.
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CEO
Hudson Technologies, Inc

7
Tim Figge
CEO
Hussmann Corporation
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Jeff Williams

President, Global Products, Building
Technologies & Solutions
Johnson Controls, Inc.
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Todd M. Bluedorn
Chairman of the Board & CEO
Lennox International, Inc.
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Megan Fellinger

President & CEO
Morrison Products
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John Reilly

President
National Refrigerants, Inc.

Phillip Windham
President
Nortek Global HVAC
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Group President — Climate Solutions
Regal Beloit

Chris Peel
President & CEO
Rheem
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Michael A. Noelke

Vice President, Commercial Business-
Americas

Sanhua International, Inc.
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Donny Simmons
President, North America & EMEA
Trane Commercial HVAC
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Aaron Gotham
President
Unison Comfort Technologies
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January 13, 2020
The Honorable Frank Pallone The Honorable Greg Walden
Chairman Ranking Member
Committee on Energy & Commerce Committee on Energy & Commerce
United States House of Representatives United States House of Representatives
Washington, D.C. 20515 Washington, D.C. 20515
The Honorable Paul Tonko The Honorable John Shimkus
Chairman Ranking Member
Subcommittee on Environment & Climate Subcommittee on Environment & Climate
Change Change
Committee on Energy & Commerce Committee on Energy & Commerce
United States House of Representatives United States House of Representatives
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairman Pallone, Ranking Member Walden, Chairman Tonko and Ranking Member
Shimkus:

We, the undersigned associations of the heating, ventilation, air conditioning, and refrigeration
(HVACR) industry, are writing to express support for the American Innovation and
Manufacturing Leadership Act, H.R. 5544, to implement a national phase down of
hydrofluorocarbons (HFCs), commonly used in refrigeration, air-conditioning, and other
applications.

The organizations listed represent thousands of businesses and millions of employees in the
manufacturing, distribution, contracting sectors of our industry. The HVACR industry provides
comfortable, safe, and productive indoor environments, keeps food fresh, makes modern
medicine possible, and ensures vital information technology systems remain operational. The
industry shipped about $50 billion worth of products and equipment to consumers in the U.S.
and accounted for over $10 billion of manufacturing labor compensation. In addition,
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installation, construction, maintenance and distribution sectors increase total economic activity
for the HVACR industry to 2.5 million jobs and $621 billion in annual output.

A national HFC phase down, by federal legislation, would create new manufacturing jobs in the
United States, spur further investment in the U.S. economy by the HVACR industry, ensure the
continued safety and training of licensed HVACR professionals, and strengthen economic
competitiveness.

More than a decade ago, U.S. companies began preparing for a transition from HFCs and into
next generation refrigerant technologies, investing billions of dollars in the research and
development of new products and equipment. A national HFC phase down would align U.S.
regulatory standards with an ongoing global shift away from HFCs.

A legislative solution to phasing down HFCs would allow U.S. companies to remain competitive
in a rapidly growing HVACR market, which is expected to double in the coming decade. In
addition, federal legislation would provide regulatory certainty, reduce barriers to trade, and
prevent a patchwork of state legislation.

Further, we believe federal legislation would ensure that heating, ventilation, air conditioning,
and refrigeration practitioners are positioned to comply with safe servicing, repair, disposal, and
installation procedures associated with the transition to new cleaner cooling technologies.
Federal legislation with a clear focus on safety will ensure that this industry is fully prepared to
adopt the next generation of refrigerants.

We therefore respectfully request your careful consideration of the American Innovation and
Manufacturing Leadership Act, H.R. 5544, to phase down HFCs and unlock significant economic
benefits associated with innovation and investment in these next generation refrigerant
technologies. We also offer any technical assistance, as consideration of the legislation moves
forward, that you may require.

Thank you for your consideration of this important matter.

Sincerely,
Bart James Mark Stevens

President & CEO Executive Director
ACCA — Air Conditioning Contractors of America AMCA — Air Movement & Control Association
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Vincent Sandusky

Chief Executive Officer

SMACNA — Sheet Metal & Air Conditioning
Contractors National Association

Jorii Ty

Jonathan Moyer

President

PHCC — Plumbing, Heating & Cooling
Contractors — National Association
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John Lanier
Chief Operating Officer

NATE — North American Technician Excellence
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Stephen R. Yurek

President and CEO

AHRI - Air-Conditioning, Heating, and
Refrigeration Institute

Y=

Talbot Gee

Chief Executive Officer

HARDI — Heating, Air- Conditioning &
Refrigeration Distributors International



116

)

ASHRAE ) Shaping Tomorrow's

Built Environment Today
1791 Tullie Circle NE = Atlanta, GA 30329-2305 + Tel: 404.636.8400 « Fax: 404.321.5478 + www.ashrae.org

January 8, 2020

The Honorable Frank Pallone The Honorable Greg Walden

Chairman Ranking Member

Committee on Energy & Commerce Committee on Energy & Commerce

United States House of Representatives United States House of Representatives
Washington, D.C. 20515 Washington, D.C. 20515

The Honorable Paul Tonko The Honorable John Shimkus

Chairman Ranking Member

Environment and Climate Change Subcommittee  Environment and Climate Change Subcommittee
United States House of Representatives United States House of Representatives
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairman Pallone, Ranking Member Walden, Chairman Tonko, and Ranking Member Shimkus:

On behalf of ASHRAE, | am writing to express ASHRAE’s support for the goals of H.R. 5544, The American
Innovation and Manufacturing Leadership Act of 2020.

ASHRAE, founded in 1894 and headquartered in Atlanta, Georgia, is a global society advancing human
well-being through sustainable technology for the built environment. The Society and its more than
57,000 members worldwide focus on building systems, energy efficiency, indoor air quality, refrigeration
and sustainability. Through research, standards writing, publishing, certification and continuing education,
ASHRAE shapes tomorrow’s built environment today

ASHRAE believes The American Innovation and Manufacturing Leadership Act of 2020 provides necessary
support for the HVACR sector, which employs 1.3 million people in the U.S., in the transition out of high-
polluting hydrofluorocarbons (HFCs) and into next generation refrigerant technologies. This transition is
still in its early stages, and if enacted and implemented in the coming year, The American Innovation and
Manufacturing Leadership Act of 2020 will provide the kind of regulatory certainty and market stability
needed to ensure an orderly transition from certain high-polluting HFCs.

Billions of dollars have been invested in research and development to create and safely handle new and
innovative refrigeration products and equipment. The international market for refrigeration and air
conditioning is growing rapidly, and an orderly transition out of high-polluting HFCs is essential to ensuring
that next generation products and equipment can be brought to market.

The American Innovation and Manufacturing Leadership Act of 2020 is based on the same kind of federal
regulatory structure that guided earlier transitions out of older classes of fluorocarbon compounds, such
as chlorofluorocarbons (CFCs), in the 1990s. That federal framework prioritized innovation and insulated
consumers from the kind of market turbulence that could accompany a chaotic and otherwise disorderly
transition. We anticipate that similarly The American Innovation and Manufacturing Leadership Act of
2020 will provide the federal regulatory structure necessary to make an orderly transition from high-
polluting HFCs.
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ASHRAE respectfully urges thoughtful consideration of The American Innovation and Manufacturing
Leadership Act of 2020. ASHRAE would also be pleased to provide any technical assistance on this
legislation or other aspects of refrigerants and HVACR technology and systems. If you have any questions
or need additional information, please do not hesitate to contact me or have your staff contact ASHRAE at

GovAffairs@ashrae.org. Thank you for your consideration.

QUb- .

Darryl Boyce, P. Eng., FASHRAE
ASHRAE President, SY2019-20

Sincerely,
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January 14, 2020

Chairman Frank Pallone

House Energy & Commerce Committee
2107 Rayburn HOB

Washington, DC 20515

Chairman Paul Tonko
Environment & Climate Change
Subcommittee

2369 Rayburn HOB
Washington, DC 20515

Ranking Member Greg Walden

House Energy & Commerce Committee
2185 Rayburn HOB

Washington, DC 20515

Ranking Member John Shimkus
Environment & Climate Change
Subcommittee

2217 Rayburn HOB
Washington, DC 20515

Re: American Innovation and Manufacturing Leadership Act of 2020

Dear Chairman Pallone, Ranking Member Walden, Chairman Tonko, and

Ranking Member Shimkus,

As a network of 56 leading U.S. businesses and business groups, Business for
Innovative Climate and Energy Policy (BICEP), supports the passage of the

American Innovation and Manufacturing Leadership Act of 2020. By phasing
down the production and consumption of hydrofluorocarbons (HFCs), the bill
will have major positive implications for economic growth, job creation, and
climate mitigation.

HFCs are a class of chemicals with applications including refrigeration,
cooling, fire suppressants, foam insulation, solvents, and aerosols and were
developed to replace ozone-depleting chlorofluorocarbons (CFCs). While not
ozone-depleting, HFCs are super-polluting greenhouse gases that can range
between a thousand to tens of thousands of times as damaging in their global
warming potential as carbon dioxide. Alternatives to HFCs that do not
contribute to global warming are already available, and many are designed
and produced in the United States.

The international community is committed to phasing down HFCs, and U.S.
industry is poised to lead in the manufacturing of replacement chemicals and
systems for HFCs. Phasedown of HFCs in the United States is expected to
deliver billions of dollars of economic benefit and tens of thousands of new
jobs. Analysis of the AIM Act (S.2754), the Senate companion legislation to
the American Innovation and Manufacturing Leadership Act of 2020,
estimates that the bill will create an additional 150,000 direct and indirect
U.S. jobs as well as generate $38.8 billion in economic benefits annually by
2027.

99 Chauncy Street, 6th Floor - Boston, MA 02111-1703 - 617-2«
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Many companies in BICEP use HFCs in production processes, products, direct operations, and supply chains,
and see significant advantages to an orderly phasedown of HFCs and their replacement with next-generation
chemicals - replacement products that have been developed by American companies and whose production
will benefit the U.S. economy.

The BICEP Network thanks you for your leadership in introducing and holding a hearing on the American
Innovation and Manufacturing Leadership Act of 2020. We urge the committee to advance it without delay
and work with House and Senate leadership to move it forward. Thank you for your consideration and please
let us know if you have any follow up questions.

2L
<
Anne L. Kelly

Vice President of Government Relations, Ceres
99 Chauncy Street, 6th Floor

Boston, MA 02111

kelly@ceres.org

www.ceres.org/bicep

The Ceres BICEP Network comprises influential companies advocating for stronger climate and clean energy
policies at the state and federal level in the U.S. As powerful champions of the accelerated transition to a low-
carbon economy, Ceres BICEP Network members have weighed in when it has mattered most. For more
information on the Ceres BICEP Network, visit www.ceres.org/BICEP.

99 Chauncy Street, 6th Floor - Boston, MA 02111-1703 - 617-247-0700 www.ceres.org



120

January 10, 2020

The Honorable Frank Pallone, Jr.
Chairman

House Committee on Energy and Commerce environmental
U.S. House of Representatives ::;"ee:g;,gat"’"
Washington, D.C. 20515

The Honorable Greg Walden

Ranking Member

House Committee Energy and Commerce
U.S. House of Representatives
Washington, D.C. 20515

Dear Chairman Pallone and Ranking Member Walden,

The Environmental Investigation Agency (EIA) is an independent environmental campaigning organization
based in Washington, DC, working worldwide to protect the global climate, forests and threatened species
with intelligence, for the benefit of people and wildlife. We have undertaken groundbreaking investigations
into the illegal trade in fluorinated chemicals/refrigerants since the mid-1990s, and have been closely
involved in the international ozone and climate negotiations for more than two decades. ' In 2018, EIA
investigations exposed widespread illegal production and use of a globally banned fluorinated chemical,
CFC-11, in China in production of blowing agent and frequently traded polyols used to make polyurethane
foams .2

EIA submits this letter in support of the American Innovation and Manufacturing Leadership Act of 2020
(H.R. 5544). In addition to supporting American business and innovation, benefitting the environment and
global climate, and creating jobs in the United States, H.R. 5544 will improve the U.S. trade balance in
chemicals and equipment. By creating an allowance system for production and imports of HFCs that are
reduced over time through a reduction schedule consistent with other countries in the global market, H.R.
5544 will provide for an orderly phase-down of HFCs, reduce demand for these substances through end-
use bans, and create reporting requirements capable of tracking HFCs and other chemicals entering and
circulating the U.S. market. It will also preemptively build a foundational framework that not only
limits total imports but enables tracking of any dumping and detecting illegal imports.

U.S. industry estimates that phasing down HFCs will improve the U.S. trade balance in equipment and
chemicals by $12.5 billion USD.?> HFC imports from China have been the subject of multiple trade disputes
and imposition of anti-dumping duties by the Department of Commerce in 2016.* Each year, approximately

1See EIA, Preventing lllegal Trade, https://eia-global.org/initiatives/preventing-illegal-trade; See also: NYTimes (June 2018), In a
High-Stakes Environmental Whodunit, Many Clues Point to China, https://www.nytimes.com/2018/06/24/world/asia/china-
ozone-cfc.html

2 See EIA, Blowing it: lllegal Production and Use of Banned CFC-11 in China’s Foam Blowing Industry. Available at: https://eia-
global.org/reports/20180709-blowing-it-illegal-production-and-use-of-banned-cfc-11-in-chinas-foam-blowing-industry

2 Air Conditioning Heating and Refrigeration Institute (AHRI) Fact Sheet on S. 2754. Available at:
http://ahrinet.org/App_Content/ahri/files/Resources/AHRI_AIM_Act-one_pager.pdf

4 U.S. Department of Commerce Fact Sheet (2016), Commerce Finds Dumping of Imports of Hydrofluorocarbon Blends and
Components Thereof from the People’s Republic of China. Available at:

1
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$130-$170 million USD worth of HFCs are imported into the United States, mainly from China.® Far more
enter the country contained in pre-filled refrigeration and air conditioning equipment. Cheaply
manufactured HFC imports from China have continued to grow and undermine U.S. business interests and
are fueling an oversupply of cheap refrigerants that undermines the market transition to more
environmentally friendly alternatives supported by U.S. businesses.

Decades of EIA experience in this field and accompanying research illustrate that it is imperative to set
limits and create requisite reporting requirements for a successful HFC phase-down. Lessons learned from
illegal trade in ODS, and currently these very substances in Europe, justify the inclusion of reporting
mechanisms in order to ensure strong enforcement and traceability in the future.® The HFC trade is closely
linked to illegal trade and smuggling in their predecessors — ozone depleting substances (ODS), including
chlorofluorocarbons (CFCs) and hydrochlorofluorocarbons (HCFCs) — which are still in the final stages of
being phased out in the U.S. and globally.

A rulemaking recently finalized by the U.S. Environmental Protection Agency (EPA) recognized the
increasing incentive to illegally import certain ODS into the U.S. The same rulemaking further
acknowledged that, “additional tools are needed to address the potential for domestic distribution of
illegally imported material...” A critical first step is putting a legal limit on the total imports and creating
a licensing system, effectively, by limiting import allowances. This will help prevent and reduce dumping
of ODS and HFCs into the United States, legally or illegally. Low risk of punitive measures, absence of
close tracking, lack of enforcement capacity to identify illegality, and potential for quick profits will
continue to be a threat in the absence of the reporting and allowance mechanisms envisioned in this bill.

EIA supports HR. 5544, which warrants continued strong bipartisan support and rapid adoption into law
in the interest of strengthening enforcement and protecting U.S. economic and environmental benefits.

Thank you for your consideration of our comments.

Sincerely,

oy Z T,
7 /? Pk

Alexander von Bismarck

Executive Director

Environmental Investigation Agency (EIA),
Washington D.C.

www.eia-global.org

https://enforcement.trade.gov/download/factsheets/factsheet-prc-hydrofluorocarbon-blends-single-hydrofluorocarbon-
components-ad-final-062216.pdf.

S1d.

6 See EIA, Doors Wide Open: Europe’s flourishing illegal trade in hydrofluorocarbons (2019), Available at: https://eia-
international.org/wp-content/uploads/EIA-report-Doors-wide-open.pdf

7 EPA Proposed Rulemaking, Protection of the Stratospheric Ozone: Adjustments to the Allowance System for Controlling HCFC
Production and Import, 2020-2029; and Other Updates (EPA-HQ-OAR-2016-0271; FRL-9997-57—- OAR)

2
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Environmental Defense Fund * Environmental Investigation Agency
Institute for Governance & Sustainable Development * League of Conservation Voters
Natural Resources Defense Council * Sierra Club

January 13, 2020

Dear Representative,

On behalf of our millions of members and supporters across the country, we urge you to support H.R.
5544, the American Innovation and Manufacturing Leadership Act, bipartisan legislation to phase down
harmful hydrofluorocarbons (HFCs) and simultaneously help U.S. companies lead the world in replacing
them with innovative, climate-friendlier alternatives.

Under the 1987 Montreal Protocol and the 1990 Clean Air Act, we successfully phased out
chlorofluorocarbons (CFCs) and other chemicals that were depleting the ozone layer that protects life on
earth from dangerous ultraviolet radiation. U.S. leadership from presidents of both parties, acting with
bipartisan Congressional support, was crucial to preventing hundreds of millions of cases skin cancer
and untold agricultural losses. CFCs were also long-lived and powerful greenhouse gases.

HFCs were useful as one of the replacements for CFCs, as they don’t harm the ozone layer and have
lower heat-trapping power, but as worldwide HFC use grows we could be facing another 0.5 degree
centigrade of global warming from HFCs alone. In a world now on track for at least a 3°C temperature
rise and searching for ways to hold warming to 1.5 or even 2 degrees, we cannot afford to add another
half degree of warming on top of everything else.

Fortunately, this is an area of consensus and cooperation between the industries that make and use
these chemicals and the environmental community. Industry leaders have pioneered a wide range of
alternatives that can do the jobs HFCs do effectively, safely, and economically with much less —and in
many cases, nearly zero —impact on the climate. The transition to these alternatives has already begun,
but — like the transition away from CFCs — we need the framework of an orderly phase-down under
federal law.

H.R. 5544, along with its Senate companion S. 2754, is a bipartisan plan supported by both industry and
environmentalists to phase down HFCs in the same orderly manner used to transition from CFCs under
the Clean Air Act of 1990. This legislation provides all the legal tools needed to meet our obligations,
exercise leadership, and reap commercial rewards, and all under provisions modeled on and integrated
with current Clean Air Act requirements applicable to this industry.

But it is critical that we do not wait. Other countries are acting, and other countries’ industries are
making investments to try to capture the current leadership position of U.S. industry. All of us —
environmentalists and industry alike — support enacting this legislation now, in order to keep U.S.
leadership in all aspects of the transition from HFCs to climate friendlier alternatives.
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Sincerely,

Environmental Defense Fund

Environmental Investigation Agency

Institute for Governance & Sustainable Development
League of Conservation Voters

Natural Resources Defense Council

Sierra Club
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January 13, 2020

The Honorable Paul Tonko
Chairman

Subcommittee on the Environment
& Climate Change

U.S. House of Representatives
Washington, DC 20515

Dear Chairman Tonko:

We are pleased that you and your colleagues introduced H.R. 5544, the American
Innovation and Manufacturing Leadership Act of 2020, to phase down hydrofluorocarbons
(HFCs). There is broad support for such a measure across the business and environmental
communities and bipartisan support in Congress.

Affordable replacements for HFCs already exist or are close to market. The approach
outlined in H.R. 5544 would ensure that U.S. manufacturers remain global leaders and that our
foreign competitors would be subject to the same rules as we transition out of HFCs.

Phasing out HFCs would directly add 33,000 U.S. manufacturing jobs over the next
decade, as well as indirectly add 117,000 jobs on top of an already projected 47% baseline
increase over that same period. Total industry output is projected to grow over 70% by 2027.
This legislation would increase the U.S. share of the world market for heating, air-conditioning,
and refrigeration equipment 25% over its current share.

Thank you for your leadership in addressing next generation refrigerant technologies. The
National Association of Manufacturers (“NAM”) and the U.S. Chamber of Commerce stand
ready to help move this important bipartisan legislation through Congress and to the President’s
desk.

Chuck Chaitovitz, the Chamber’s vice president for environmental affairs and

sustainability, and Ross Eisenberg, NAM’s vice president of energy and resources policy, will
follow up with your staff to answer any questions you may have.

Sincerely,

/3 ElLE=

Ross Eisenberg Chuck Chaitovitz

Vice President of Energy Vice President for Environmental Affairs
and Resources Policy and Sustainability
National Association of Manufacturers U.S. Chamber of Commerce

cc: Members of the House Committee on Energy and Commerce
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January 13, 2020

The Honorable Paul Tonko

Chairman, House Energy and Commerce Subcommittee on Environment and Climate Change
U.S. House of Representatives

2322 Rayburn House Office Building

Washington, DC 20515

The Honorable John Shimkus

Ranking Member, House Energy and Commerce Subcommittee on Environment and Climate
Change

U.S. House of Representatives

2322 Rayburn House Office Building

Washington, DC 20515

Dear Chairman Tonko and Ranking Member Shimkus:

The National Marine Manufacturers Association (NMMA) welcomes the opportunity to express
our support for the American Innovation and Manufacturing Leadership Act of 2020 (H.R. 5544)
— including provisions that require gradually phasing down the use of hydrofluorocarbons (HFCs)
—and offer suggestions on how to strengthen the legislation.

NMMA is the trade association for the U.S. recreational boating industry, representing nearly
1,300 marine business including recreational, boat, engine and accessory manufacturers, many of
which are small businesses. NMMA members manufacture more than 80 percent of the marine
products in the U.S.

We appreciate that both the House and Senate bills include a gradual phasedown period over the
course of 15 years. To date, the recreational boating industry has completely phased out vessel
flotation foams and foam used for sound and vibration reduction that contain HFCs, resulting in
an 80 to 90 percent reductionin our industry’s HFCs use. For the small portion of the industry that
currently uses structural composite foams with HFCs — an essential manufacturing material used
to frame the skeleton of a vessel’s hull — there is not a viable substitute at this time. While we
support phasing down the use of HFCs, it is important to note that structural composite foams
greatly reduce the weight of a vessel, which equates to significant reductions in fuel use and
emissions.

NMMA members are working diligently with partners to develop HFC-free alternatives to
structural composite foams and we are hopeful that suitable replacements will be availablein the
near future. As we continue to work with industry partners to identify and install a replacement
material for boats that require structural foam, we applaud the House and Senate for including a
provision that would allow manufacturers to notify the U.S. Environmental Protection Agency if
there is no HFC substitute or alternative technology available after the initial phasedown.

Additionally, given the economic and environmental impact of this legislation, the recreational
boating industry is concerned that the legislation does not pre-empt states from setting their own
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HFC restrictions, and thus, leading to conflicting standards. NMMA believes that states should not
be able to set HFC requirements that differ from the federal government as this will continue to
cause confusion.

For our industry to continue to grow, we must continue innovating to make the boating experience
and manufacturing process more environmentally friendly. Again, NMMA appreciates your
consideration of our comments on this legislation and looks forward to working with the
committee to address this important environmental issue.

Sincerely,

T. Nicole Vasilaros, Esq.
Senior Vice President, Government and Legal Affairs
National Marine Manufacturers Association
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%—'reedom Works ﬁ ACCF

June 20 2018

The Honorable Donald J. Trump
President of the United States
1600 Pennsylvania Avenue
‘Washington, D.C. 20500

Dear President Trump:

On behalf of the undersigned organizations, we commend the many steps your administration has taken to making America a more
competitive place to do business. The administration can build on this success and ensure the creation of new American jobs by
backing the Kigali amendment to the Montreal Protocol and then supporting its Senate ratification.

Through a combination of deregulation and pro-growth tax reform, the economy is roaring again. The economy has grown at 2.9 percent
in the past year, far outpacing the 2 percent growth avernaged under the Obama years.

Today, the unemployment rate is at 3.9 percent, a 17 year low. Job openings have hit a record high of 6.6 million, and real disposable
income grew at 3.4 percent in Q1 of 2018. In the past year, optimism among small businesses, manufacturers, and middle market
businesses has hit record high levels.

Your administration should now look to advance policies that further advance American competitiveness. The Kigali amendment
will do this by allowing U.S. manufacturers to access foreign markets.

The Kigali amendment is an agreement guiding the phasedown of hydrofluorocarbons (HFCs) used in refrigeration, heating and air-
conditioning equipment in favor of newer technologies such as hydrofluroolefins (HFOs).

£,

Because of the technological prowess of American rers, U.S. busi stand to gain from this deal — ratification will
open new markets at a time when demand for refrigeration, heating, and air-condition equipment is projected to grow.

According to a study conducted by JMS Consulting and Inforum, ratifying the Kigali amendment will grow the U.S. share for these
products by 25 percent. Failing to ratify the Kigali amendment will see American market share decline by 14 percent.

Ratifying the Kigali amendment will increase economic output by $12.5 billion, leading to 33,000 more manufacturing jobs over the
next decade and 117,000 indirect jobs in manufacturing dependent industries. The amendment also has broad support in the U.S. business
and manufacturing community.

The agreement currently has enough support amongst other nations to go into effect on January 1, 2019. However, if the U.S. fails to
ratify the agreement, American manufacturers will be restricted in their ability to sell into foreign markets at the cost of jobs and wealth.

Senate ratification of the Kigali amendment will build on the success of deregulation and tax reform and help ensure the economy
continues to grow at strong levels. This agreement has our support because it will ensure that U.S. manufacturers are able to thrive in
the global economy and create more wealth and jobs in America.

Sincerely,

Alex Hendrie

Director of Tax Policy, Americans for Tax Reform

George David Banks

Executive Vice President, American Council for Capital Formation

Patrick Hedger
Director of Policy, FreedomWorks
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Executive Summary

A debate is under way as to whether U.S Senate ratification of the Kigali Amendment to
the Montreal Protocol will be good for the U.S. economy. At its heart the treaty aims to replace
hydrofluorocarbons (HFC) refrigerants with a new class of lower global warming potential
hydrofluoroolefins (HFO) refrigerants with developed countries sending money to the United
Nations to assist developing countries with the cost of conversion. The Obama Administration
approved U.S. participation, but never sent it to the Senate for ratification. The refrigeration
industry is now asking President Trump to refer the treaty to the Senate for ratification.

We find ratification will not improve our balance of trade deficit as claimed by the
refrigeration industry, and will cost US consumers up to a peak cost of $8 billion a year in
refrigerant premiums, and up to $2 billion in investments for refrigerant recycling equipment. In
addition the US will send the United Nations Multilateral Fund $1.3 billion to assist developing
countries switch to HFO refrigerants with much of that investment wasted or spent on
administrative costs. All for a reduction in global warming that is too small to measure.

An industry financed study, “Economic Impacts of U.S. Ratification of the Kigali
Amendment” by JMS Consulting, makes the claim ratification of the Kigali Amendment will
improve the US balance of trade $12.5 billion a year, adding 33 thousand jobs. This is based on
a single assumption that ratification will provide regulatory certainty to encourage industry R&D
investment to create uniquely advanced products with a new refrigerant that will create a
competitive advantage in foreign markets. However, over the last two decades US air
conditioning and refrigeration equipment manufacturers led the world in improving equipment
energy efficiency by 40 to 750 percent! During that same period export share of the US market
barely grew while imports increased five-fold.

A big reason for the increase in imports is equipment manufacturers themselves moved
production to other countries. Almost half our imports are now coming from NAFTA allies
Mexico and Canada, with China and South Korea supplying another 37 percent. Clearly, our
competitive advantage did not save American jobs in the past, and is unlikely to do so in the
future. Not ratifying Kigali will establish regulatory certainty just as surely as ratification.

The industry financed study also claims Kigali follows the successful United Nations
Montreal Protocol example of switching refrigerants to lower ozone depletion. In reality there is
doubt stratospheric ozone changed much after 1997. Money contributed to the Multilateral Fund
over the next two decades had little impact, and we are committed to continue paying into the
fund until 2030. Continued payments have had the perverse effect of rewarding countries that
are slow to switch refrigerants. The US could have walked away from the treaty twenty years
ago with little environmental impact. Kigali extends US participation in the Montreal Protocol
requiring almost $1.3 billion in contributions between 2019 and 2050.

Notice there is no explanation of how ratification works to provide this regulatory
certainty. Section 115 of the Clean Air Act requires the EPA to write regulations to support
treaties. The NRDC wants to test Section 115 in court to allow international treaties to override
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US sovereignty to force the EPA to regulate in favor of the new refrigerants without involving
Congress. Carbon dioxide regulation would be next.

False Industry Assumptions

Most of the growth in the refrigeration industry is coming from increased air conditioning
and refrigeration use in China, India, Latin America, and Africa. The International Energy
Agency released a report in May, The Future of Cooling!, that projected that, “The global stock
of air conditioners in buildings will grow to $5.6 billion by 2050, up from $1.6 billion today.”

The JMS Consulting study, “Economic Impacts of U.S. Ratification of the Kigali
Amendment”?, indicates the Heating, Ventilating, Air Conditioning, and Refrigeration (HVACR)
industry will reverse a growing trade imbalance by becoming more competitive. The claim is the
industry will invest $1 billion over a decade in research and development if the Kigali
Amendment is ratified. This would lead to superior products developing countries will be
“eager” to buy. Imports will decrease and exports will increase. The new refrigerant itself will
not offer efficiency improvements, and may be less efficient in some applications.

JMS Consulting in Figures E5 and E6 on page 6 makes the claim ratification of the Kigali
Amendment will improve the US balance of trade $12.5 billion a year, adding 33 thousand jobs,
and will have additional indirect and induced impacts. JMS estimates U.S. domestic demand
will be the same with or without Kigali.

We find this argument unpersuasive. Equipment efficiency has been increasing for years
while the trade imbalance grew. Table 1 below shows imports of equipment have grown steadily
from 12 percent in 1997 to 35.5 percent, or $18.5 billion in 2016. This is more than a five-fold
increase from 1997. Exports only grew from a 14.8% market share in 2000 to 16.3% in 2016.

Table 1: HVACR Historic Trade Balance — 2016$

Year | Domestic | Imports Imports | Approximate | Approximate | Exports

Demand | $ millions | % Trade Exports %

$ millions Balance $ millions

$ millions

1997 | 28,300 3,388 120% | - - -
2000 | 34,232 5,071 148% | 0 5,000 14.8%
2010 | 39,269 11,775 30.0% | 5,000 6,800 17.3%
2016 | 52,137 18,523 35.5% | 10,000 8,500 16.3%

Source: First 4 columns “Economic Impacts of U.S. Ratification of the Kigali Amendment”,
Table 4.1, page 29, fifth column Appendix A-4 question 1 from “Questionnaire for Industry
Experts”, columns 6-7 author calculation

Two decades ago the Seasonal Energy Efficiency Ratio (SEER) of air conditioning systems
averaged 10 BTUs/watt-hour. The US Department of Energy® increased the minimum SEER to
13 in 2006, 14 in 2015, and now is set at 15. Standard heat pump systems with up to 20 SEER
are available. Newer split systems average about 30 SEER, and geothermal systems are rated up
to 75 SEER. The industry $1 billion R&D investment amounts to only $100 million a year, or
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0.2 percent of the $57 billion annual revenue of the HVACR business in the US. Given the
incredible increase in efficiency over the last two decades, it is unlikely the incremental new
R&D investment will lead to significant efficiency improvements to attract foreign buyers to US
equipment.

Table 2 shows the trade imbalance grew most likely because of offshore cost advantages, and
NAFTA. We see Mexico and Canada, accounting for 48 percent of imports, China 27 percent,
and South Korea 10 percent. This tracks changes in other US manufacturing industries as a
result of out-sourcing production for lower cost. The HVACR industry could decrease US
imports dramatically by simply bringing production back to the US!

Table 2: 2016 HVACR Imports by Country

Country Imports Percent
$ millions

Mexico 8,002 44 %
China 4,837 27 %
South Korea | 1,857 10 %
Canada 686 4%
Japan 671 4%
Total 18,134

Source: “Economic Impacts of U.S. Ratification of the Kigali Amendment”, Table 3.2, page 23

The new refrigerant has been under development for over a decade, and the EPA delisted
HFC refrigerants for new mobile air conditioning uses in 2011. Auto makers have already
designed over a dozen car models using HFO. With the rest of the world planning to switch to
HFO regardless of what the U.S. does, the industry will have to react and build compatible
equipment for the export market with or without Kigali, and is likely already far along in the
design process. It is likely imports will continue to grow, and exports will not grow significantly
with or without Kigali.

Manufacturing jobs will most likely be switched away from HFC based products to HFO
based products. HFC compatible equipment will phase out, and HFO compatible equipment will
ramp up. American manufacturers have no restrictions from exporting HFOs, and HFO
compatible equipment to other countries with or without Kigali. As a matter of fact, American
manufacturers built their first HFO factory in 2010 in China, while they only began producing
HFOs in this country in 2017. Kigali only serves to force this costlier choice on the US public
whether they like it or not.

Cost Impacts to US Consumers

The industry financed economic impact report ignored the costs of ratifying Kigali. HFC
refrigerants currently cost $4 to $6/pound on Amazon compared to $40 to $60/pound for HFO
according to the proprietary information in the EPA’s 2016 Regulatory Impact Analysis® in its
Significant New Alternatives Policy for stationary air conditioner, and refrigeration sources.



133

While HFO costs will likely come down with time, HFC costs will go up considerably for the
repair of existing equipment.

HFO is flammable where HFC is not, therefore, HFO refrigerant can’t simply be used as
a replacement in older equipment which may last 10 to 20 years. The older generation of
refrigerant, CFC with high ozone depletion potential, now sells for $35 to $175/pound on
Amazon when you can find it. Grand View Research’ estimated US fluorocarbon refrigerant use
at 116,000 tons in 2016. A realistic $35/pound refrigerant cost differential between HFC and
HFO yields $8 billion a year in added cost to US households, motorists, and businesses that rely
on air conditioning and refrigeration. For example, higher refrigerant cost will add about $100
per new car and for new air conditioning equipment, or repair.

According to the US Bureau of Labor Statistics® there were 332.900 air conditioning and
refrigeration mechanics and installers in 2016, and they are required to recycle refrigerant. Car
dealers I have talked to are reporting recycling equipment cost is ranging from $5,000 to $9,000
each. So, otherwise un-needed recycling equipment cost may place a one-time $2.3 billion
burden on the economy.

In addition, Treaty ratification comes with US commitments to send about $40 million a
year to the United Nations as part of the UN Multilateral Fund” out to 2050, for a total transfer of
$1.3 billion. The Multilateral Fund provides money to developing countries to offset the cost of
switching refrigerants. The expanded availability of food refrigeration offers incredible potential
to reduce food waste, and food borne illness, and to improve the lives of the poorest people in
developing countries. Because of the added expense of the new products, the access to
refrigeration will slow, meaning more unnecessary deaths from food borne illnesses.

We note on page 76 of the 2016 SNAP Final Regulation', Underwriters Laboratory
commented, “Clause 7.5.1.2 of ANSIVASHRAE 15-2013 does not permit refrigerated products
using refrigerants other than those having a flammability classification A1 or B1 (i.e., non-
flammable refrigerants) to be installed in public corridors and lobbies.” Ice machines and water
coolers are often installed in lobbies and corridors, but will not be allowed with HFO refrigerant.

The Impact on US sovereignty

Notice there is no explanation of how ratification works to provide regulatory certainty
for the refrigeration equipment industry. Section 115% of the Clean Air Act requires the EPA to
write regulations to support treaties. This has never been tested in court. The EPA actually did
regulate in favor of a new refrigerant in 2016, but a legal challenge overturned the regulation
with the DC Appeals court stating the EPA could not use ozone regulating authority to regulate
for global warming in case 15-1328 (Mexichem Fluor v. Environmental Protection Agency).
The DC Appeals Court rejected a plea for an en banc hearing, from the National Resource
Defense Council and two refrigerant companies who hold patents on the new refrigerant, for
reconsideration stating the intervenors were “rent-seekers trying to use the government to
foreclose their competitors’ products”, and “arguments mask their true interest in this case,
which is to have government choose market winners and losers”. The NRDC wants to test
Section 115 in court to allow international treaties to override US sovereignty to force the EPA
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to regulate in favor of the new refrigerants without involving Congress. Carbon dioxide
regulation would be next.

Environmental Impact

The EPA claimed the switch to HFO’s in the 2016 SNAP regulation would only lower
GWP by 14 million metric tons of COz equivalent. The earlier automotive regulation was
expected to save 32 million metric tons. Using the Carbon Tax Temperature Savings Calculator
paid for by the EPA, the reduction will impact global temperatures by 0.001 °C by 2100°.

The Myth of the Success of Montreal Protocol

The Montreal Protocol is often called the United Nations most successful program. In
reality there is doubt upper atmosphere ozone changed much after 1997. Money contributed
over the next two decades had little impact, and we are committed to continue paying into the
Multilateral Fund until 2030. Continued payments have had the perverse effect of rewarding
countries that are slow to switch refrigerants. The US could have walked away from the treaty
twenty years ago with little environmental impact.

A Noble prize winning paper published by Mario Molina and F. Sherwood Rowland in
1974 theorized manmade chlorine and bromine were shrinking the amount of stratospheric ozone
that protects people from cancer causing high intensity ultraviolet light (UVB). The 1987
Montreal Protocol to reduce ozone depleting chemicals is a treaty designed to replace
stratospheric ozone depleting chemicals, primarily chlorofluorocarbon (CFC) based refrigerants
with hydrofluorocarbons (HFC).

The Multilateral Fund was created to transfer money and technology from developed
countries to developing countries, so-called “Article 5” countries consuming less than 0.3
kilograms of CFC per person per year. Since then, 144 countries have received $3.7 billion in
grants for over 6,300 projects according to the UN Multilateral Fund website. Chart 1 below
shows by 1997, consumption of ozone depleting chemicals fell 85 percent globally, decreasing
by 95 percent by 2006 and 99 percent by 2016 (Chart 1). The final phase out for developing
countries is targeted for 2030. The United States contributed $867 million, or 23 percent of the
fund.
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Chart 1

Yearly Consumption of Ozone Depleting
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Source United Nations Environment Program with weighting by ozone depletion potential

The budget from 1991 to 2017 is shown below in Table 3 below. The Multilateral Fund
Secretariat!” reported spending through 2010 was $2 billion for ozone depleting refrigerant
consumption reduction and technical assistance, $0.3 billion for direct production sector
investment, and $0.3 billion for administrative expense.

Table 3: Multilateral Fund Spending by UN Agency 1991 to 2017

Agency USs$

Multilateral Fund Secretariat 338,408,164
UN Development Program 856,140,534
UN Environment Program 308,058,127

UN Industrial Development Organization | 885,511,632

UN World Bank 1,248,028,876
Cash 82,372,420
Total 3,718,519,425

Source: UN Multilateral Secretariat website!

Refrigerant consumption reduction and technical assistance is basically education and
planning that includes the set-up of UN offices around the world. The UN loosely defines
“administration expense”. The portion of spending with the maximum impact is the assistance to
manufacturers to change over to low ozone depletion substances which only received 13% of the
money spent. No doubt some degree of spending on planning and education is required, but the
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relative spending seems off. The UN itself only used $1.2 billion out of $2.6 billion spent to
calculate the per ton cost of the program in the 2010 report. The UN Development Program
provides more detail on their spending on six broad areas shown in Table 4.

Table 4: Spending by Category by UN Development Program 2018 Plan

Category US $ millions
Administration 43 .4
Inclusive & Sustainable Growth 14.1

Climate Change & Disaster Resilience | 2.0

Democratic Governance 1.5

Responsive Institutions 1.5

Development Impact & Effectiveness | 1.5

Gender Equality 1.5

Total 65.4

Source: UN Development Program Transparency website'?

The list of projects does not inspire confidence the money is being spent on actual
reduction of ozone depleting substances. Other agencies provide very little transparency, and
none provide details of the individual consumption reduction projects. Spending beyond 2006
has certainly had diminishing returns. Total spending on ozone depleting substances from 1991
to 2006 equaled $4,649/ton of reduction, the 2007 to 2016 equaled $47,598/ton, and if forecasted
spending from 2017 to 2020 eliminates all remaining consumption will rise to $90,501/ton. If it
takes until 2030 for full elimination it will likely cost as much for the last 1% reduction as for the
first 95%; $2.6 billion.

A recent study'3, found, for unknown reasons, total upper atmosphere ozone hasn’t
changed since 1997 but the upper stratosphere, and upper troposphere have seen ozone increases
while lower stratospheric ozone has declined. By 1997, 85 percent of CFC production had
ceased, and further reductions had no impact on total ozone levels. The US could have walked
away from the treaty at that point, saved a lot of money, with no negative environmental impact.

Options for Withdrawal from the Kigali Amendment

Option 1 — We can withdrawal from the Montreal Protocol in its entirety with one year notice.
This option saves $1.3 billion in future US contributions to the United Nations, avoids distracting
the US Senate from other priorities to debate ratification, and closes the door for future adoption
of the Kigali Amendment. See Appendix A for a draft of a withdraw letter.
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Option 2 — Do nothing. This avoids distracting the US Senate from other priorities to debate
ratification, but leaves the door open for future administrations to ratify the Kigali Amendment,
and to send funds to the United Nations.

Option 3 — Send the Kigali Amendment to the Senate with a recommended “no” vote. This
settles the issue in the firmest way. However, lobbying by industry and environmental groups
has caused a number of Republican Senators to commit to voting for ratification. These Senators
would need to be convinced to change their intended vote.
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Appendix A, Draft Letter to Withdrawal from the Montreal Protocol

Ozone Secretariat United Nations Environment Programme (Date)
P. O. Box 30552

Nairobi, Kenya

Email: Ozoneinfo@unep.org

RE: Montreal Protocol

Mr. Secretary,

We are pleased the original goal of the Montreal Protocol on Substances that Deplete the
Ozone Layer has essentially been met with a drop in consumption of ozone depleting chemicals
of 99 percent as of 2016, as reported by your organization. The United States has contributed
almost one billion dollars, or 23 percent of all funds, to the United Nations Multilateral Fund to
aide 144 developing “Article 5” countries to transition to non-ozone depleting chemicals.

We have grave concerns about the re-direction by the Kigali Amendment away from
reducing ozone depletion to reducing the use of chemicals, particularly refrigerants, with higher
global warming potential. HFC is an efficient, non-ozone depleting, non-flammable, inert, and
low cost refrigerant. HFO is potentially less efficient, and flammable with a current cost ten or
more times higher than HFC.

About one billion people live below subsistence levels with little food security, and a
high incidence of food-borne illnesses. For many countries a key goal should be to establish a
“cold chain” from farm to market to avoid food waste, and potential illness. Switching
refrigerants will add cost, and could be a distraction to this effort for a global warming reduction
that cannot even be measured on a global scale. The expected over one billion dollars of new
contributions to the Multilateral Fund by the United States would be more than offset by higher
refrigerant prices and the need to replace refrigerant recycling equipment because of
flammability concerns.

Therefore, please be advised, in compliance with Article 19, the United States will
withdrawal from the Montreal Protocol effective one year from today.

11
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Subcommittee on Environment and Climate Change
Hearing on
“Promoting American Innovation and Jobs:
Legislation to Phase Down the Use of Hydrofluorocarbons
January 14, 2020

2

Ben Lieberman
Senior Fellow
Competitive Enterprise Institute

The Honorable John Shimkus (R-IL)

1. Isit true that the replacements for HFCs are more expensive than their counterparts? If
so, what impact will this have on the consumer?

RESPONSE:

Yes, a number of substitutes for HFCs are priced significantly higher than the HFCs they would
replace. For example, HFC-134a, widely used in automotive air conditioners and residential
refrigerators, is currently available from online refrigerant suppliers for about $6.00 per pound
wholesale, while its chief replacement, HFO-1234yf, sells for about $50 per pound. HFO-
1234yf is one of the new patented refrigerants developed in anticipation of restrictions on HFCs.
Only two companies, Chemours and Honeywell, own the rights to produce it.

Note that this is the price without federal legislation restricting HFCs. If HR 5544 becomes law,
it would strengthen the market position for HFO-1234yf and other patented replacements and
likely spark a further jump in prices.

It should be noted that there are some substitute refrigerants that are not priced higher than
HFCs, but they suffer from extreme flammability or other safety and performance drawbacks.

For consumers, higher refrigerant prices translate into an increase in the purchase price of new
equipment as well as costlier repairs.

2. During the hearing, I quoted from a 2018 report from the Cesar Rodney Institute about
the economic impact of ratifying the Kigali Amendment. Unfortunately, because my
time was short, I was unable to focus very much on the points it made. Please provide
your views on this report and highlight the most salient points the report makes and the
Committee needs to know about domestic job creation, U.S. consumer price impacts, and
other relevant issues regarding assumptions that are made.

RESPONSE:

Among other things, the Caesar Rodney Institute report, “The Economic Impact of Kigali
Amendment Ratification,” provides insights into the opportunism behind the push to restrict
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HFCs. The author of this report, David Stevenson, is a retired DuPont executive, and DuPont’s
spinoff Chemours is one of the two companies that have patented a number of HFC substitutes
(the other being Honeywell). These companies, both directly and through their participation in
several trade associations, have aggressively lobbied for HFC restrictions. Mr. Stevenson
explains that such restrictions would create something close to a captive market for these
patented substitutes, which already cost more than HFCs and would likely spike even higher
should nationwide HFC restrictions become law. Indeed, both companies have repeatedly told
investors that these patented HFC substitutes are a potential source of many billions of dollars in
additional revenue. The paper also makes the point that these higher revenues would come at
the expense of consumers and businesses, which it estimates at $8 billion dollars per year.

The report also takes on the claims of increased domestic manufacturing jobs and exports
resulting from HFC restrictions. These claims are greatly undercut by the reality that Chemours,
Honeywell, and other corporations lobbying for these measures have been aggressively
outsourcing these very same jobs and importing a growing amount of their products into the U.S.
There is no rational reason to think the flow of goods will be transformed by this bill.

Mr. Stevenson also makes the key point that manufacturers of the new refrigerants and
equipment are free to make and sell these products with or without enactment of the Kigali
Amendment. Thus, even if there was merit to the claims that the new products will be in high
demand and create American jobs, they would not justify government limits on the competing
HFC technologies.

It should be noted that, although the paper focused on the Kigali Amendment to the Montreal
Protocol, HR 5544 is essentially the legislative equivalent of the Kigali Amendment and would
have very similar economic impacts.

3. What is the consumer impact of a national HFC phasedown on HFC-using equipment?
RESPONSE:

There are literally hundreds of millions of pieces of air conditioning and refrigeration equipment
in the U.S. that are designed to use HFCs - nearly every vehicle air conditioner, most home air
conditioners and refrigerators, and much of the refrigeration equipment in businesses like
restaurants and convenience stores as well as most air conditioned commercial space. This
equipment was designed to use HFCs as the refrigerant and cannot easily be retrofit to use
something else. HR 5544 restricts future production of HFCs, which would drive up their price
and lead to higher repair costs for this equipment. Beyond raising the price of HFCs, this bill
also allows EPA to impose new procedures regarding the handling of HFCs in the repair process
that may also add to costs.

For those purchasing new equipment, an HFC phasedown would hand the market over to costlier
replacement refrigerants and equipment. Thus, HR 5544 would raise both the cost of repairing
existing equipment and the purchase price of new equipment.
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4. The United States Chamber of Commerce, in a report entitled: “Made in China 2025,”
stated that China is calling “for [its] brands to control over 80 percent of [China’s] market
for several consumer goods, including air conditioners.”

a. How does this claim square with the claims being made by the supporters of the bill
that U.S. Heating and Air Conditioning manufacturers will be robustly exporting
under this bill?

RESPONSE:

Claims made by industry proponents of HR 5544 that this bill would lead to increased exports of
American-made products to China are faulty for a number of reasons. One reason is the fact
that the Chinese government has been clear about its goal of serving the Chinese market with
indigenous air conditioners and refrigerators, as is discussed in the Chamber of Commerce
report.

Beyond China, the idea that passage of a bill restricting HFCs in the U.S. would increase exports
to any nation defies logic. The opposite is more likely, given that the bill would raise the price
of American-made air conditioning and refrigeration equipment and thus make these products
less competitive globally. In addition, under the Kigali Amendment, developing nations (which
includes China) demanded and received generous extensions of time to continue using HFCs
beyond the deadlines for developed nations, thus a mandated switch to costlier non-HFC
refrigerants by American manufacturers is especially unlikely to boost exports to these nations.

In truth, talk of increased exports by companies supporting this bill is simply an effort to divert
attention away from the real aim to create a captive market in the U.S. for more expensive
products.

It is also worth noting that “Made in China 2025” contradicts the rationale for the Chamber’s
stated support for HFC restrictions, which is based in part on claims of increased exports that are
at odds with the findings in its report.

5. What sectors that utilize HFCs do you consider important stakeholders that should not be
overlooked in the drafting of this bill?

RESPONSE:

The companies making costlier refrigerants and equipment that stand to gain from HFC
restrictions had been working with the Obama administration and lobbying Congress beginning
in the years leading up to the 2016 Kigali Amendment. In contrast, the consumers and small
business users of HFC-dependent equipment — especially vehicle and home air conditioner
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owners as well as small business owners that rely on refrigeration — are either unaware of the
issue are just beginning to take notice of it. This includes the million or more restaurants and
other small businesses in the food sector. Even those small business-dominated sectors that are
aware don’t necessarily have the resources to match the multimillion dollar lobbying efforts on
the part of proponents, which are led by some of the largest corporations in this sector.

Nonetheless, it would be wise for members to seek input from equipment users as well as
equipment makers. Of course, this can be difficult in the case of homeowners and car owners
since no lobbyist represents consumers directly, but there are entities that can provide relevant
information. For example, the National Automobile Dealers Association (NADA) performs
many vehicle air conditioner repairs and can provide information on the impact of HFC
restrictions on repair costs.

6. Do you think certain uses of HFCs should be provided with an exemption from the
phasedown schedule established in this bill? If yes, which ones?

RESPONSE:

Yes. At the very least, medical uses for HFCs should be exempted, specifically their use as
propellants in metered dose inhalers relied upon by millions of asthmatic patients. Beyond
specific exemptions at the outset, there should be a process for requesting exemptions if
problems arise in moving away from HFCs. HFCs have a wide range of uses and have amassed
a decades-long track record. In contrast, many replacements are relatively new and untested, and
problems are bound to arise for at least some applications. Replacements may not perform as
well as HFCs, may reduce energy efficiency, and may pose flammability risks that cannot be
eliminated. HR 5544 would be greatly improved with provisions allowing continued use of
HFCs in specific product categories where any problems arise. As it is, HR 5544 contains
extremely limited exemption provisions that cannot be invoked before 2034.

At least as important as exemptions is eliminating the provision allowing the original deadlines
in the bill to be accelerated, since an abrupt transition away from HFCs will impose far more
costs and equipment problems than a gradual one.

7. Section 2 cites an opportunity to promote the furtherance of fluorocarbons and
fluorinated products, even though public policy has cited the threat to global warming of
such compounds.

a. How can the overarching purpose of this bill -- to empower the EPA to mandate HFC
reduction -- be reconciled with Section 2, which promotes the lone manufacturer of
HFC fluorinated alternatives that is seeking to grow its market share in the US and
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beyond?

RESPONSE:

Supporters of HR 5544 have made claims of job creation and economic benefits that are entirely
one-sided. For example, any projections of manufacturing job increases associated with HFC
replacement equipment must be reduced by job losses resulting from HFC equipment being
pushed out of the market by this bill.

Further, the increased cost of air conditioning and refrigeration will have a negative impact on
consumers and small businesses, and this should also be taken into account when calculating the
economic impacts of this bill. Environmental laws like HR 5544 that drive up product costs
will no doubt be windfall for certain manufacturers, but they are absolutely not a “win-win” for
everyone, as some proponents of this bill seem to suggest.

b. Inyour view, what is the actual environmental impact of this legislation from a global
perspective?

RESPONSE:

The environmental impact will be minor, especially in relation to the costs. Proponents of the
bill cite an estimate from one published paper that worldwide restrictions on HFCs would reduce
the earth’s future temperature by up to 0.5 degrees C by the year 2100, but that conclusion is
considered an outlier within the climate change research community. More relevantly, EPA’s
estimates of the emissions avoided via its rules restricting the use of HFCs (since vacated)
provide a useful guide and suggest an impact on future temperatures from HR 5544 that is much
lower.

It is also important to note that the largest greenhouse gas contribution from air conditioning and
refrigeration equipment is the indirect carbon dioxide associated with the electricity needed to
run the equipment and not the very small amount of refrigerants that leak out (though they are
much more potent than carbon dioxide on a per molecule basis). Thus any diminution in
equipment efficiency from restricting HFCs in favor of compounds that prove less efficient
would be environmentally counterproductive.

An important policy takeaway in balancing the environmental and economic considerations is
that there is very little to be gained environmentally by rushing the transition away from HFCs,
while doing so greatly multiplies the costs.

8. Tunderstand there are numerous supporters of restrictions on HFCs. But you suggest
that there may be opposition out there. How is that?
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RESPONSE:

There is a silent majority of Americans - homeowners, vehicle owners, and small business
owners — that use HFC-dependent air conditioners and refrigerators. They would very likely
object to the costs imposed on them by HR 5544 if they were aware of them. Their concerns
should be taken into account and in fact should outweigh the self-interest of the manufacturers
who want a captive market for pricier products.

9. How can witnesses say there is “widespread” industry support for this bill when a large
sector of industry, commercial foodservice equipment manufacturers, not only have taken
no position on the legislation, but since 2015, have proactively undertaken transitioning
away from HFCs to meet customer demands — even after the EPA’s Rule 20 governing
their equipment, was overturned by the courts?

RESPONSE:

This issue is a classic case of concentrated benefits and dispersed costs. Honeywell and
Chemours stand to gain billions of dollars from HR 5544 and have undertaken very extensive
lobbying efforts. Beyond their direct lobbying, these companies have also pressured trade
associations to support the bill, even though doing so is far from a unanimous position among
manufacturers. In particular, there are members of the commercial refrigeration sector that
continue to have concerns with HR 5544, especially in its current form.

The ultimate costs of HFC restrictions are dispersed among many millions of homeowners,
vehicle owners, and small business owners, most of whom are not even aware of this bill.

10. If the phasedown schedule accelerates past the establishment of sufficient codes and
standards, how would this impact liability concerns for manufacturers and contractors?

RESPONSE:

Perhaps the most problematic provision in HR 5544 is the one allowing the initial targets and
timetables for restricting HFCs to be accelerated. This provision can be invoked by EPA or by
any party filing a lawsuit. This provision destroys any certainly and could lead to much greater
compliance costs. For example, HR 5544 necessitates the use of flammable refrigerants, which
raises a number of state and local building code issues that have yet to be resolved, and an
accelerated phaseout of HFCs may not allow enough time to do so.

Overall, the more gradual the restrictions on HFCs, the less costly the transition.
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11. Chemical recyclers have in the past paid a premium to recycle the chemicals that
preceded HFCs, but increasingly that process has become cost inefficient. Can you
explain why this could be important for the environmental impact of this bill if a similar
situation were to occur with HFCs?

RESPONSE:

Refrigerant reclamation has been a major disappointment over the decades-long history of
refrigerant restrictions under the 1987 Montreal Protocol and 1990 Clean Act Amendments.
Only a small percentage of refrigerants produced are reclaimed. There is little reason to believe
reclamation will fare any better if HR 5544 is passed. Among the challenges is the fact that
HFC restrictions are contributing to the proliferation of different refrigerants in use, and
accidental commingling of refrigerants has proven very damaging to reclamation efforts. It is
also worth noting that reclamation is energy intensive and thus may undercut the climate change
rationale behind this bill.

12. Is private industry already making the transition away from HFCs without federal
direction?

RESPONSE:

It is important to note that many manufacturers have moved away from HFCs for at least some
of their products. Most notably, the auto industry is well on its way towards the use of
substitutes in new vehicle air conditioners. However, even companies making the transition do
not necessarily support across-the-board HFC restrictions that harm the owners of existing
equipment by raising repair costs. Many also acknowledge that the switch away from HFCs is
more difficult for some equipment categories than for others.

These moves away from HFCs ahead of any federal restrictions like HR 5544 are often held up
as evidence that compliance will be easy, but in truth they really call into question the need for
federal measures in the first place.

13. The witnesses representing the Heating, Venting, Air Conditioning, and Refrigeration
(HVACR) sector — whether equipment or refrigerant makers — argue this bill is necessary
to assure continued investment in and competitiveness of U.S. companies and their
workers.

a. If this bill, or something like it, does not become law; what will it mean for the
domestic HVACR sector? Why?

RESPONSE:
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There is no downside to not passing this bill. Suggestions by supporters of HR 5544 to the
contrary, manufacturers who wish to invest in the new refrigerants and equipment designed to
run on them are free to do so with or without a bill. The only thing HR 5544 does is restrict
competition with cheaper HFC technologies and thereby create a seller’s market for the
replacements.

Similarly, even without a bill, consumers who want to buy the supposedly environmentally-
friendlier new air conditioners and refrigerators can do so. But with a bill, they will have no
choice and will face higher prices as a result of the reduced competition with cheaper HFCs.

b. Do you agree with the notion that each moment of delay adversely impacts domestic
investment decisions by these companies?

RESPONSE:

Supporters of the bill talk a lot about the urgent need for “investment certainty,” but that is really
just a euphemism for securing a captive U.S. market in which consumers have no choice but to
spend more on air conditioning and refrigeration. Companies have every right to invest all they
want in replacements, and many are already doing so, but they don’t have a right to a
Congressionally-created captive market from which to gouge American consumers.

c. If not, would ratification of the Kigali Amendment be a better first step and then
implementing legislation thereafter to know what areas of domestic law should be
covered to make sure our nation can fully comply?

RESPONSE:

The Kigali Amendment would impose the same costs as its legislative equivalent, so it is
difficult to say that it is preferable to HR 5544. However, given President Trump’s decision not
to submit the Kigali Amendment to the Senate, the Constitutionally-proper response by Congress
would be to accept this verdict and not to try to do an end-run around the Constitution via
legislation.

14. This legislation would put the Administrator of the Environmental Protection Agency in
charge of managing international cooperation on the issue.

a. Is this the typical way the United States engages in international agreements?
RESPONSE:
No. The Environmental Protection Agency would be undertaking duties clearly within the

jurisdiction of the State Department. That is why this attempt to enact a treaty measure in the
form of a bill poses several concerns, especially given that HR 5544 not only mirrors the Kigali
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Amendment’s substantive provisions but also tries to link up with it procedurally.

b. Do you believe the legislation inserts the Environmental Protection Agency into an
appropriate role?

RESPONSE:

No. The State Department, not EPA, has the lead role in implementing treaties, including
environmental treaty provisions like the Kigali Amendment.
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Subcommittee on Environment and Climate Change
Hearing on
“Promoting American Innovation and Jobs:
Legislation to Phase Down the Use of Hydrofluorocarbons”
January 14, 2020

Mr. Gary Bedard
President & Chief Operating Officer

Lennox International, Inc.

The Honorable Frank Pallone, Jr. (D-NJ)

How do the prices of replacements for HFCs compare to the prices of HFCs? How will
any price differences affect consumers?

RESPONSE:

e Today our business uses several different HFC refrigerants for use in the air conditioning and
commercial refrigeration equipment we manufacture.

e Some replacements are currently less expensive, while some replacements are more
expensive.

e There are numerous replacement refrigerant options currently being evaluated by Lennox for

the various types of equipment we manufacture.

e Inour evaluation of suitable refrigerants, we consider the safety, cost, environmental
impact, reliability, availability, compatibility and efficiency of reach replacement refrigerant
option.

e Some of the replacement refrigerants are currently more expensive than the incumbent
refrigerants (R410A and R404A) and some of the replacement refrigerants are currently LESS
expensive than the incumbent refrigerant (R410A and R404A).

® Inaddition to being less expensive, some refrigerants improve the efficiency of the system
and require a smaller charge size (less refrigerant per unit).

e We expect the price of replacement refrigerants to decrease when they are broadly
commercialized due to the economies of scale when these chemicals are produced in much
larger quantities and we expect competitive pressures to significantly reduce the cost of
alternate refrigerants as we have seen in previous refrigerant transitions (CFCs to HCFCs and
HCFCs to HFCs).

e Further, it is our understanding the preliminary EPA estimates projected billions of dollars of
compliance and consumer cost savings over the fifteen-year implementation period.”

What are the effects on consumers of a national HFC phasedown on HFC-using
equipment?

RESPONSE:
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e Consumers will benefit from a national HFC phasedown. As stated above, some of the new
replacement refrigerants require a smaller charge (less refrigerant), is more efficient
(reducing the cost to the consumer) and more environmentally friendly.

e A national phasedown of HFC refrigerants ensures a safe, rational, efficient and cost-
effective transition to alternate refrigerants.

e Consumers with a system that uses HFC refrigerants may continue to own and operate their
equipment well into the future. There is no need to install a new system if the system needs a
“recharge” of HFC refrigerant.

e Once a current system has run its useful life, the consumer will purchase a new system
containing the new refrigerant. If a consumer has a leak in their existing system, there will be
a plentiful supply of 410A to service equipment.

e HFCrefrigerants are being phased-down, not phased-out, meaning there will be a plentiful
supply of replacement HFC refrigerants for decades. In fact, CFC-11 is still readily available to
service equipment produced in the 1980s.

e The INFORUM analysis found that in both residential and commercial air conditioning, the
refrigerant cost is less than 1% of the overall ownership cost of owning and operating the
equipment. Further, history has shown that given the stable long-term lead times of the
phasedown schedules, industry has successfully been able to design and commercialize
products that cost less, are more efficient, and have lower leak rates. In most instances,
government studies found previous transitions generated significant consumer cost savings.
Similar results are expected from the phasedown approach provided in H.R. 5544.

e Consumer cost will decrease slightly as a result of a rational federal transition. The biggest
cost impact to consumers is a slower state-by-state “patchwork” transition from HFC
refrigerants to alternate refrigerants. In a state-by-state transition, manufacturers lose the
economies of scale required to conduct a transition in rational, efficient and cost-effective
manner. The real issue is not the cost of an efficient federal transition, but rather the high
cost of a state-by-state “patchwork” transition, which will ultimately be borne by the end-
consumer.

e Additionally, a rational federal transition ensures much greater environmental benefits to
the nation, than the current (most likely scenario) where some states transition to new
refrigerants, while other states do not.

3. The United States Chamber of Commerce, in a report entitled: “Made in China 2025,”
stated that China is calling “for [its] brands to control over 80 percent of [China’s] market
for several consumer goods, including air conditioners.” How does this claim square with
the claims being made by the supporters of the bill that U.S. Heating and Air
Conditioning manufacturers will be robustly exporting under this bill?

RESPONSE:



150

Mr. Gary Bedard, President & Chief Operating Officer
Lennox International, Inc.
Page 3

e Lennox International Inc. (LIl) is American based (Richardson, TX) and manufactures
predominantly in the United States and currently exports almost 15% of the products we
manufacture in the United States to global markets. Lennox envisions growing that share
only if the United States continues to innovate and lead the development of products for the
global market. This leadership will be critical to reduce the cooling technology trade deficit.

e [fthe AIM Act is not passed into legislation, the lack of federal program will ensure the
Chinese market (and the EU, Canada and Japan) transitions to new refrigerants and new
equipment technology before the United States. Additionally, every other developed country
around the globe is either already transitioning to new refrigerants or has a plan to
transition in the near future. The lack of a domestic federal transition will ensure the United
States continues to manufacture old HFC technology and becomes a laggard in the global
HVACR market. Regardless of the “Made in China 2025 initiative,” American HYACR
manufacturing will lag the global market and lose share if the United States does not
transition in an efficient and cost-effective manner.

4. How many alternatives are available as replacements for HFCs? Please include
information about available fluorinated alternatives. Are fluorinated and other
alternatives manufactured by a broad range of companies?

RESPONSE:

e Replacement Alternatives:

o Different HVACR applications require different refrigerant properties and therefore,
no single refrigerant addresses all applications. For example, the refrigerants used in
refrigerators, commercial freezers, automobile air conditioners, and home air
conditioners are likely different.

o The same is true within the product portfolio of Lennox products. Different
refrigerants are used in our residential products, commercial HVAC products and our
commercial refrigeration products. Within a supermarket or a foodservice
restaurant, one is likely to find various types of equipment that use various types of
refrigerants depending on the type of application. One size does not fit all.

o There are more than a dozen potential replacements for air conditioning alone, both
fluorinated and non-fluorinated, which could be manufactured by a variety of
companies. The assertion that one company has a “monopoly” on alternate
refrigerants is uninformed, unfounded and patently false. The challenge the industry
faces is selecting the best replacement from the myriad of choices.

o Historically, downstream partners in the supply chain narrow the choices over time,
because a best-fit alternative is identified. As choices narrow, several major suppliers
have introduced product to supply market demand and competitive prices.

o To further make the point, manufacturers of residential HVAC systems have multiple
refrigerant choices. These refrigerant choices are produced by many different
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chemical companies and in many instances, some of the same refrigerants are
manufactured by more than one suppler.
e Consumer Choice

o Refrigerant selection is not a “consumer feature”. The assertion that consumers will
“no longer have a choice of refrigerant” lacks a basic understanding of the HVACR
market.

o Today, when purchasing an air conditioning system, consumers have the choice of
efficiency levels, communicating controls, air filtration selections, smartphone
controls, variable speed operation, tonnage and zoning systems amongst other
options, which determine the comfort, cost and efficiency of a system.

o Consumers are not offered a choice of refrigerant, because the type of refrigerant is
not a product feature. Consumers don’t ask for a choice of refrigerant in their
automobile AC, nor do they ask for a choice of refrigerant in their home refrigerator,
wine cooler or freezer, nor do they ask for a choice of refrigerant in their home air
conditioner.

o The claim that a consumer is somehow losing choice is akin to the argument that a
consumer should have the choice between aluminum, copper or steel when selecting
a tailpipe when purchasing an automobile. Consumers don’t choose the brand or
type of car battery, air filter, engine oil or type of rubber hoses when purchasing an
automobile. Likewise, the refrigerant is a component of an HVAC system and is not a
product feature of an air conditioning system. Consumers care about comfort,
efficiency and cost. Consumers simply don’t care about refrigerant choice as long as
the product provides comfort, is easy to operate, is reliable and safe.

Is there reason to be concerned about the possibility of the phasedown schedule
accelerating past the establishment of sufficient codes and standards, and if that were to
happen despite the prohibition in on the bill on accelerating the schedule prior to 2024,
how would this affect liability concerns for manufacturers and contractors?

RESPONSE:

e The AIM Act provides the needed market signal to focus the industry on the continued
development of safety codes and standards.

e Approval of codes and standards are an important part of the transition process. The
standards process typically runs on a three-year cycle, which is one reason why the limitation
is contained in the bill to not adjust the phasedown schedule prior to 2024. That said, the
transition schedule for equipment will primarily take place between 2024 and 2029.

e Industry looks forward to having that clear signal and has found that it is necessary to
incentivize localities to adopt the most relevant safety standards as needed to meet the
schedule.
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6. Chemical recyclers have in the past paid a premium to recycle the chemicals that
preceded HFCs, but some argue that process has become cost inefficient. Can you
explain why this could be important for the environmental effect of this bill if a similar
situation were to occur with HFCs?

RESPONSE:

e [ennox is not a chemical recycler and has limited experience in this area.

e However, in examining the market history, there is a small cost to the recovery and
purification of used refrigerant, and there has been no incentive for refrigerant — users to
purchase reclaimed refrigerant at the additional cost.

e Compliance with refrigerant management programs improves when there is a financial
incentive to collect the used refrigerant for re-use.

e “The domestic industry has significant under-utilized reclaim capacity. A properly
administered refrigerant management program would provide additional supply for after-
market service, thereby reducing the environmental impacts of additional virgin material.
After-market service, loss and disposal are still the single largest source of HFC emissions.”
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