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ENERGY LABELING AND DISCLOSURE

MONDAY, FEBRUARY 24, 1975

U.S. SENATE,
COMMITTEE ON COMMERCE,

Washington, D .0 .
The committee met at 9:37 a.m. in room 5110 of the Dirksen Senate

Office Building Hon. John V. Tunney presiding.

OPENING STATEMENT BY SENATOR TUNNEY

Senator TITNNEY. The hearing will come to order.
This morning the Commerce Committee is holding the first of 2

days of hearings on proposed legislation that would provide pur-
chasers with information regarding the energy costs of consumer
products and systems.
We will receive comments on S. 349, the Truth in Energy Act of

1975, which would establish a system of disclosing the estimated annual
operating cost for major household appliances, central air-condition-
ing, and heating systems, and automobiles.
S. 349 is a revised version of a bill which I first introduced in March

1:973, and which passed the Senate in December 1973.
The House did not complete action on that legislation prior to the

end of the 93d Congress, and I recently introduced a new version of
the bill.
This morning, the committee will also hear testimony on similar

legislation proposed by the administration, title 12 of S. 594, the
National Appliance and Motor Vehicle Energy Labeling Act of 1975.
Since I introduced the first truth in energy bill 2 years ago, energy

conservation has rapidly become one of the high-priority issues con-
fronting this Nation. Individual citizens, as well as corporations, and
government agencies are becoming increasingly conscious of the need
to eliminate wasteful patterns in energy consumption.
This increased consciousness to a large degree, is a result of sub-

stantial increases in utility bills and the price of gasoline and home
heating oil. "
As a result of these sudden increases in energy prices, the American

consumer is learning that practicing energy conservation is not just a
patriotic gesture, but can have a major effect on the household budget.
According to a newspaper article I read last week, it is not unusual

for homeowners in the Washington metropolitan area to pay $150 per
month for utility bills.
With gasoline prices at 60 cents a gallon, the typical motorist who

drives an automobile which gets 14 miles per gallon, will pay $425 a

Staff member assigned to these hearings: Barry I. Hyman

(1)
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year for gasoline. At 70 cents a gallon, which we will probably soon
be paying, the annual cost of gasoline will jump to $500.
Yes, direct energy costs are taking a bigger and bigger bite out of

the American family budget, and is rapidly becoming one of the single
biggest expenditures.
While we can expect that the economic forces of the marketplace will

lead to greater efforts by consumers to select those products and systems
for which the initial cost plus energy costs represents the best invest-
ment for them, such expectations can only be realized if the consumer
has prior access to reliable information as to what these energy costs
are.
Right now the typical consumer has to dig into his pocket to pay

utility bills, or to fill up the gas tank before learning the energy costs.
By then it is too late.

• The average American family just cannot afford to trade in their
gas-guzzling automobile that they bought last week, or to sell their
electricity-guzzling house that they bought last year.
American consumers are entitled to know ahead of time what these

costs are going to be so that they can make informal decisions as to
which brand or model is the best investment for them.
We have a truth in lending law which requires that consumers be

informed of the true interest rate they are paying.
We also need a truth in energy law so that consumers are informed

of the energy costs they will have to bear. And this information must
be provided to them at a time, and in a form, that would permit
them to make wise purchase decisions.

Senator Moss?

OPENING STATEMENT BY SENATOR MOSS

Senator Moss. Thank you Mr. Chairman.
I came here this morning 

you,
I am so intensely interested in the

hearings that you are beginning. Unfortunately, I won't be able to
stay long since I must appear before the Rules Committee this morn-
ing.
The conservation of energy is probably as urgent a problem as

we have in the country. Just this morning's press has another story
pointing out that we are only 6 percent of the world's population, and
use over 30 percent of the world's energy. We are the most wasteful
people in the world of energy.
At a time when we must seek self-sufficiency ultimately, our best

point of attack is conservation. The bills before you this morning are
directed at that.
There are others that are before the Congress; and I certainly hope

that we can turn around in our consciousness of the waste of energy
and adopt measures that will enable us to conserve and utilize energy
in an efficient manner.
We shouldn't stifle our economy, but we should use energy only where

it is effective, and is needed, and not let it go to waste.
So, I commend you for opening the hearings, and getting this

underway, and I hope to be able to be with you a good part of the
time in these hearings commensurate with my other commitments.
Senator TIINNEY. Thank you very much, Senator.
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I appreciate your support and interest.
If you recall, last year when we had similar legislation before the

committee, you were one of the strongest advocates for the approach
that is being used. I want to thank you for being here.

Senator Moss. Thank you.
Senator TUNNEY. Senator Ford?
Senator FORD. I am just sitting here listening.
[The bills and agency comments follow:]
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94TH CONGRESS
1sT SESSION S. 349

IN THE SENATE OF THE UNITED STATES

JANUARY 23,1975

Air. TUNNEY introduced the following bill; which was read twice and referred
to the Committee on Commerce

A BILL
To amend the Federal Trade Commission Act.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Truth in Energy Act of

4 1975".

5 SEC. 2. (a) The Federal Trade Commission Act (15

6 U.S.C. 41 et seq.) is amended by-

7 (1) striking out section 18 thereof in its entirety;

8 (2) amending section 1 thereof by inserting at the

9 beginning of the first sentence thereof the following:

10 it”;
U,
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6 "SEC. 18. FINDINGS AND PURPOSE.— (a) The C011-

7

8

9
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2

(3) inserting a new section 1 (a) thereof as follows:

"(a) This Act may be cited as the 'Federal Trade Com-

mission Act'."; and

(4) adding at the end thereof the following new

sections:

gress finds and declares that—

"(1) The Nation is facing an energy shortage of

acute proportions. The problem has already manifested

itself in different geographical areas in the form of

power blackouts and brownouts, school closings because

of a scarcity of fuel, and shortages of gasoline for auto-

mobiles and fuel for farm equipment.

"(2) A significant easing of the energy problem

can be achieved by elimination of wasteful uses of

energy, promotion of more effective uses of energy,

and education of consumers as to the importance of

conserving energy.

"(3) Climate conditioning systems, automobiles,

and household products such as water heaters, room air-

' conditioners, refrigerators, freezers, stoves, and clothes

dryers use significant quantities of energy. Substantial

reductions are possible in the energy corsumption of

many of these systems, automobiles, and products if

A
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1 more attention is paid to energy usage in their design

2 and in their use by consumers.

3 "(4) Many owners of major energy-consuming

4 products and automobiles, and many owners and lessees

5 of buildings equipped with climate conditioning systems,

6 do not know nor can they readily discover prior to pur-

7 chase or lease how much each such product, automobile,

8 or system will cost each year to operate (in terms of

9 energy charges) nor are they able to compare in terms

10 of operating cost, competing products, automobiles, or

11 systems using different energy sources.

12 "(b) Since informed consumers are essential to the fair

13 working of the free enterprise system and to the main-

14 tenance of balance between the supply of and the demand

15 for energy, it is hereby declared to be the intent of Con-

16 gress to assure, through a uniform national system, non-

17 compliance with which shall be an unfair or deceptive act

18 or practice, meaningful disclosure of the annual operating

19 cost of certain products, automobiles, and systems, so that

20 consumers can readily compare them and thereby avoid

21 purchasing those which unnecessarily waste energy.

22 "SEc. 19. DEFINITIONS.—As used in sections 18

23 through 24 of this Act-

24 " ( 1 ) 'Automobile' means a four-wheeled vehicle pro-
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1 pelled by fuel which is manufactured primarily for use on

2 the public streets, roads, and highways, except any vehicle

3 operated exclusively on a rail or rails, and which has as its

4 primary intended function the transportation of not more

5 than ten individuals. The term 'automobile' includes a light

6 duty truck rated at 6,000 pounds gross vehicle weight or

7 less, and a• multipurpose passenger vehicle which has as its

8 primary intended function the transportation of not more

9 than ten individuals.

10 "(2) 'Building' means any physical enclosure or portion

11 thereof which is designed for use or used for residential, corn-

12 mercial, industrial, governmental, or public accommodation

13 purposes, including mobile homes, and which is provided or

14 designed to be provided with a climate conditioning system.

15 "(3) 'Climate conditioning system' means any system

16 which is designed to be installed or is installed in a previously

17 unoccupied building for the purpose of artificially controlling

18 temperature or humidity levels within such building or por-

19 tion thereof. Such systems include electric resistance heating

20 systems, and systems composed of a number of components

21 (such as piping, ducting, furnaces, boilers, fans, heaters, corn-

22 pressors, pumps, controls, and working fluids, such as air,

23 other gases, water, steam, oils, and refrigerants) which are

24 not designed for or are incapable of controlling temperature
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1 or humidity levels within such building until and unless they

2 are connected or combined together.

3 "(4) 'Communications medium' means any printed or

4 electronic means of communication which reaches significant

5 numbers of people including, but not limited to, newspapers,

6 journals, periodicals, publications, radios, televisions, filrns,

7 or theater.

8 "(5) 'Dealer' means any person engaged in the business

9 of selling new automobiles or new major energy consuming

10 products to purchasers who buy for purposes other than

11 resale.

12 "(6) Estimated 'annual operating cost' means, with

13 respect to a major energy-consuming household product,

14 automobile, or climate conditioning system, the estimated

15 cost of electricity or fuel needed for average usage during

16 a calendar year as determined in accordance with the provi-

17 sions of section 20 of this Act.

18 "(7) 'Fuel' means butane, coal, diesel oil, fuel oil,

19 gasoline, natural gas, propane, or steam obtained from a

20 central source; or any other substance which, when utilized,

21 is capable of powering a major energy-consuming household

22 product, automobile, or climate conditioning system.

23 "(8) 'Fuel economy' refers to the average distance

24 traveled by an automobile per unit of fuel consumed as d
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1 termined in accordance with the test procedures established

2 by the Environmental Protection Agency.

3 "(9) 'Lease' means the act or agreement by which (A)

4 a person conveys a building or portion thereof for a period

5 of at least one year to a second party (lessee) ; and (B) a

6 second party (lessee) agrees to pay the costs incurred for

7 electricity, fuel, or both in the course of operating the climate

8 conditioning system within such building or portion thereof

9 during such period.

10 "(10) 'Major energy consuming household product'

11 means a product which: (A) is sold or intended to be sold

12 for use in a residence; (B) functions when connected to a

13 readily available source of energy external to the product;

14 and (C) requires, based on average patterns of usage, a

15 significant amount of energy per year as determined by the

16 Commission, after consultation with the Federal Energy

17 Administration.

18 "(11) 'Supplier' means any manufacturer, importer,

19 wholesaler, direct sale merchandiser, distributor, or dealer

20 of any new automobile, or any new major energy consuming

21 household product; or any engineer or contractor who is

22 designing a climate conditioning system for use in a pre-

23 viously unoccupied building.

24 "SEc. 20. ESTIMATES OF ANNUAL OPERATING

25 Cons.— (a) The Commission, after consulting with the



10

7

1 Federal Energy Administration, shall, within nine months

2 after the date of enactment of this section, (1) define average-

3 use cycles, and devise procedures by which the average-use

4 cycles of major energy consuming household products may

5 be simulated and by which the energy utilized during any

6 such cycle may be measured or calculated, and (2) adopt

7 the procedure utilized by the Environmental Protection

8 Agency for measuring the fuel economy of automobiles. In

9 developing such procedures, the Commission shall consult

10 with other Federal agencies, appropriate professional engi-

11 neering societies, and organizations representing the manu-

12 facturers of major energy-consuming household products and

13 automobiles in order to enable the Commission to make the

14 best possible utilization of appropriate existing testing pro-

15 cedures and professional expertise.

16 "(b) The Commission shall direct each manufacturer

17 and importer of major energy-consuming household products

18 and automobiles to conduct tests or calculations on all ap-

19 plicable models of such products and automobiles in accord-

20 ance with the procedures established under subsection (a)

21 of this section. Beginning as soon as practical, but no later

22 than 15 months after the date of enactment of this section,

23 such manufacturers and importers shall furnish the results

24 of such tests and calculations to the Commission.

25 "(c) The Commission, after consultation with the
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1 Federal Energy Administration, within 9 months after the

2 date of enactment of this section, shall develop and maintain,

3 on a regional, national, or other basis which the Commission

4 finds appropriate, information on the estimated (1) number

5 of average-use cycles performed annually by each major

6 energy consuming household product; (2) distance traveled

7 annually by new automobiles in average usage; and (3)

8 average unit cost of electricity and fuel for those circum-

9 stances under which automobiles and major energy consum-

10 ing household products are expected to be utilized.

11 "(d) (1) The Commission shall, beginning 9 months

12 after the date of enactment of this section and on an annual

13 basis thereafter, disseminate to all manufacturers and in-

14 porters of major energy consuming household products and

15 automobiles the information developed under subsection (c)

16 of this section. Such information shall be accompanied by

17 instructions for determining the estimated annual operating

18 cost of a given major energy consuming household product

19 or automobile.

20 "(2) The determination of the estimated annual operat-

21 ing. cost shall be made by the manufacturers or importers.

22 Such determinations may, at the discretion of the 'Connnis-

23 sion, include a range of estimated annual operating costs to

24 reflect geographical differences in usage patterns or energy

25 costs, as determined by the Commission, after consultation



V.,

12

9

1 with the Federal Energy Administrator. Beginning as soon

2 as practical, but not later than 15 months after the date of

3 enactment of this section, the estimated annual operating cost

4 figures shall be included by the manufacturers or importers

5 as part of the material shipped with each such product or

6 automobile to all the suppliers who carry such product.

7 "(3) If a range of estimated annual operating costs is

8 provided to suppliers in accordance with paragraph (2) of

9 this subsection, dealers shall select the estimated annual oper-

10 ating costs applicable to them in accordance with instructions

11 furnished by the Commission.

12 "(4) Within 18 months after the date of enactment of

13 this section, and periodically thereafter when a revision is

14 deemed necessary or appropriate, a compilation of infor-

15 illation provided to or developed by the Commission under

16 subsections (b) and (c) of this section shall be published

17 by the Commission in a public document to be placed on

18 sale at the Government Printing Office. The Commission

19 shall take steps to encourage the widest possible distribution

20 of such document and any revision thereof.

21 "(e) Within 12 months after the date of enactment

22 of this section, the Commission after consultation with the

23 Federal Energy Administration, shall establish— (1) Model

24 calculation procedures for use by suppliers in determining
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2
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9
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the estimated annual operating costs of climate conditioning

systems, (2) procedures for supplies to disclose such esti-

mates to their clients. In developing such procedures, the

Commission shall consult with appropriate professional en-

gineering societies, and organizations representing the cli-

mate conditioning industry so as to allow the best possible

utilization by the Commission of appropriate existing proce-

dures and professional expertise. The procedures developed

under this subsection shall be distributed or otherwise made

available by the Commission at reasonable cost to all appli-

cable suppliers and other interested persons.

12 "SEc. 21. LABELING AND ADVERTISING.— ( a ) Begin-

13 ning eighteen months after the date of enactment of this

14 section, it shall be unlawful for any supplier or person to

15 sell or offer for sale in commerce for purposes. other than

16 resale any new major energy consuming household product

17 for which such procedures have been adopted; or new auto-

18 mobile; or to sell or lease, or to offer for sale or lease, any

19 previously unoccupied building for which a climate con-

20 ditioning system has been designed subsequent to the adop-

21 tion of such procedures; unless the estimated annual

22 operating cost of such product, automobile, or system is

23 disclosed by the supplier or person prior to any such sale

24 or lease. Such disclosure shall appear on the same label, tag,

25 shelf, display case, counter, contract, estimate, proposal,

51-440 0 - 75 - 2
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1 direct-mail statement, or any other place on which the pur-

2 chase price or acquisition cost of such product, automobile,

or purchase price or rental cost of any previously unoccupied

4 building in which such system has been installed, is stated,

5 in accordance with rules established by the Commission:

6 Provided, That if estimated annual operating costs are

7 significantly different in different sections of the country,

8 communications covering more than one such section in the

9 form of mail-order literature, catalogs, brochures, or other

10 media which contain price data shall include national aver-

11 age values of estimated annual operating costs and shall

12 disclose clearly and conspicuously that the estimated annual

13 operating costs of such products for any specific section of

14 the country may be obtained from the supplier.

15 "(b) Beginning 18 months after the date of enactment

16 of this section it shall be unlawful for any supplier to a(1-

17 or cause to be advertised in commerce through any

18 communications medium any new major energy-consuming

19 household product for which such procedure has been

20 adopted, or any new automobile, if such advertisement states

21 the purchase price or acquisition cost of such product or

22 automobile, unless the advertisement includes a statement

23 of the estimated annual operating cost of such product in

24 accordance with rules established by the Commission: Pro-

25 vided, That if estimated annual operating costs are sign&
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cantly different in different sections of the country, price ad-

2 vertising covering more than one such section shall include

national average values of estimated annual operating costs,

4 and shall disclose clearly and conspicuously that the estimated

5 annual operating costs of such products for any specific section

6 of the country may be obtained from the supplier.

7 "(a) Beginning 3 months after the date of adoption

8 of procedures for determining fuel economy in accordance

9 with section 20 of this Act it shall be unlawful for any sup-

10 to advertise or cause to be advertised in commerce

11 through any communications medium, the fuel economy of

12 any new automobile, unless such fuel economy has been

13 measured in accordance with procedures established under

14 section 20 of this Act.

15 "(d) It shall be unlawful for any supplier to give false

16 or misleading information to the Commission or any pros-

17 pective purchaser with respect to the estimated annual op-

18 crating cost of any new major energy-consuming household

19 product or with respect to fuel economy or estimated an-

20 nual operating costs of new automobiles ; or for any person

21 to *give false or misleading information to the Commission

22 or any client or prospective purchaser or lessee, with re-

23 spect to the estimated annual operating cost of any climate

24 conditioning system; or, in the case of a manufacturer or
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1 importer, with respect to tests or calculations conducted in

2 accordance with section 20 of this Act.

3 "(e) It shall be unlawful for any supplier to fail to

4 comply with any requirement imposed by any rule or regu-

5 lation issued under this section or section 20 of this Act.

6 '(f) (1) No requirement with respect to disclosure of

7 the estimated annual operating cost of a new major energy-

8 consuming household product or new automobile shall be

9 applicable to any such product or automobile which is

10 shipped in commerce by a manufacturer or importer prior

11 to the date of applicability of any requirement with respect

12 to disclosure of the estimated annual operating cost of such

13 product or automobile.

14 " (2) The Commission may by rule prohibit a supplier

15 from stockpiling any new major energy-consuming house-

16 hold product or automobile prior to the date of applicability,

17 under paragraint (1) of this subsection, of any requirement

18 with respect to disclosure of the estimated annual operating

19 cost of such product or automobile. For the purposes of this

20 paragraph, 'stockpiling' means shipping a new major energy-

21 consuming household product or automobile between the

22 date of promulgation of a testing procedure for such product

23 or automobile and 6 months subsequent to such date at a

24 rate which is significantly greater than the rate at which such
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1 product or automobile was shipped during a base period

2 (prescribed in the rule under this paragraph) ending before

3 the date of promulgation of the testing procedure.

4 "(g) Nothing in this section shall be construed to give

5 rise to a cause of action for rescission of any contract or for

6 damages, unless the supplier or person fraudulently or know-

7 ingly gave the client, purchaser, or lessee false information

8 on annual operating costs, and such client, purchaser, or les-

9 see reasonably relied thereon to his detriment in ntering

10 upon such contract.

11 "(h) Nothing in this section shall be deemed to prohibit

12 a supplier, person, or advertiser from representing orally or

13 in writing that the estimated annual operating costs required

14 to be disclosed by this section are based on average patterns

15 of usage and should not be construed as a precise calculation

16 of annual operating costs to be experienced by an individual

17 client, purchaser, or lessee.

18 "SEC. 22. PROHIBITED ACTS AND ENFORCEMENT.-

19 (a) Violation of any disclosure provision of section 20 or

20 21 of this Act shall constitute an unfair or deceptive act or

21 prattice under section 5 of this Act and shall be subject to

22 proceedings thereunder.

23 "(b) The district courts of the United States shall have

24 jurisdiction without regard to the amount in controversy

25 or the citizenship of the parties to restrain any violation
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of section 20 or 21 of this Act. Such actions may be brought

by the Commission in any district court of the United States

for a judicial district in which the defendant resides, is found,

or transacts business or in which the alleged violation oc-

curred. In any such action, process may be served in any

6 judicial district in which a defendant resides or is found.

7 "(c) (1) Any person may commence a civil action on

8 his own behalf against (A) any supplier who is alleged to be

9 in violation of any provision of section 20 or 21 of this Act

10 or any regulation thereunder; or (B) the Commission where

11 there is an alleged failure of the Commission to perform any

12 act or duty under such sections which is not discretionary.

13 The district courts of the United States shall have jurisdic-

14 tion without regard to amount in controversy or citizenship

15 of the parties to grant mandatory or prohibitive injunctive

16 relief or interim equitable relief to enforce such provisions

17 with respect to any supplier or to order the Commission to

18 perform any such act or duty. Such court, in issuing any final

19 order in an action brought under this subsection, may award

20 costs of litigation (including reasonable attorney and expert

21 witness fees) to any party, whenever the court determines

22 such an award is appropriate. No action may be commenced

23 under this subsection prior to 60 days after the plaintiff has

24 given notice of the alleged violation to, the appropriate sup-

25 plier and the Commission.
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1 "(2) In any action under this subsection, the Commis-

2 sion, if not a party, may intervene as a matter of right.

3 "(3) Nothing in this subsection shall restrict any right

4 which any person or class of persons may have under any

5 other statute or at common law to seek enforcement of any

6 provision of sections 18 through 24 of this Act or regulation

7 thereunder or any other relief.

8 "SEc. 23. PREEMPTION.- (a) It is hereby declared to

9 be the express intent of Congress to supersede any and all

10 laws of the States or political subdivisions thereof insofar as

11 they may now or hereafter provide for the disclosure of

12 energy consumption, energy efficiency, efficiency ratio, fuel

13 economy, or annual operating cost of any new major energy

14 consuming household product, automobile, or climate condi-

15 tioning systelil if there is in effect and applicable a Federal

16 disclosure requirement with respect to such product, automo-

17 bile, or system.

18 " (b) Upon petition by any State, or political subdivi-

19 sion thereof, the Commission may, by rule, after notice

20 and opportunity for presentation of views, exempt from the

21 provisions of this subsection, under such conditions as it may

22 impose, any State or local requirement that (1) affords

23 protection to consumers greater than that provided in the

24 applicable Cothmission rule; (2) is required by compelling

25 local conditions; and (3) does not unduly burden commerce.
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The Commission shall maintain continuing jurisdiction with

2 respect to those States or political subdivisions thereof which

3 are specifically exempted under this subsection. Any such

4 exemption granted by the Commission may be withdrawn

5 by it whenever it is determined that the State or political

6 subdivision thereof is not efficiently enforcing its require-

ments or that such exemption is no longer in the public

8 interest.

9 "SEc. 24. REPORT AND AUTHORIZATION.— (a) On

10 July 1 of the year following the year in which this Act is

11 enacted and every year thereafter as part of its annual

12 report, the Commission shall report to the Congress and to

13 the President on the progress made in carrying out the

14 purposes of sections 18 through 24 of this Act.

15 "(b) There are authorized to be appropriated such sums

16 as may be necessary to carry out the provisions of sections

17 18 through 24 of this Act, not to exceed $3,000,000 for

18 the fiscal years 1975, 1976, and 1977.".
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94TH CONGRESS
1ST SESSION S. 594
IN THE SENATE OF THE UNITED STATES

FEBRUARY 5,1975
Mr. HUGH Sam' introduced the following bill; which was read twice and, by

unanimous consent, referred to the Committees on Armed Services, Bank-
ing, Housing and Urban Affairs, Commerce, Finance, Government Opera-
tions, Interior and Insular Affairs, the Judiciary, Labor and Public
Welfare, and Public Works

A BILL
To increase domestic energy supplies and availability; to restrain

energy demand; and to prepare for energy emergencies, and
for other purposes.

9 PART B—DEMAND RESTRAINT

10 TITLE X

11 SHORT TITLE

12 SEC. 1001. This title may be cited as the "Building

13 Energy Conservation Standards Act of 1975".

14 FINDINGS AND PURPOSE

15 SEC. 1002.: (a) The Congress finds that-

16 (1) large amounts of fuels and energy are con-

17 sumed unnecessarily each year in heating, cooling, yen-

18 tilating, and providing domestic hot water for newly

19 constructed residential and commercial buildings because

20 such buildings lack adequate energy conservation

21 features;

22 (2) Federal policies and practices contribute to

23 this condition, which the Nation can no longer afford in

24 view of its current and anticipated energy shortage, by

25 providing, without regard to energy considerations, Fed-
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1 eral construction aids directly such as through loans or

2 grants and indirectly through financing from federally

3 approved, regulated, or insured financial institutions;

4 (3) failure to provide adequate energy conservation

5 measures in newly constructed buildings increases long-

6 term operating costs that may affect adVersely the

7 repayment of and security for loans made, insured or

8 guaranteed by Federal agencies or made by federally

9 insured or regulated instrumentalities; and

10 (4) State and local building codes or similar con-

11 trols can provide an existing means by which to assure,

12 in coordination with other building requirements and

13 with a minimum of Federal interference in State and

14 local transactions, that newly constructed buildings con-

15 tam n adequate energy conservation features.

16 (b) The purposes of this title, therefore, are to-

17 (1) redirect Federal policies and practices so that

18 Federal financial assistance for construction purposes is

19 provided only under conditions which assure that reason-

20 able energy conservation features will be incorporated

21 into new buildings receiving such assistance;

22 (2) provide for the development and implementa-

23 tion as soon as feasible of prescriptive and performance

24 standards for new residential and commercial buildings

25 which are designed to achieve the maximum practicable
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1 economies in fuels and energy consumption within rea-

2 sonable cost levels; and

3 (3) encourage States and local governments to

4 adopt and enforce such standards through their existing

5 building code and other construction control mechanisms.

6 DEFINITIONS

7 SEC. 1003. As used in this title, the term-

8 (1) "Secretary" means the Secretary of Housing

9 and Urban Development;

10 (2) "Administrator" means the Administrator of

11 the Federal Energy Administration;

12 (3) "building" means any structure to be con-

13 stru.cted which includes provision for a heating or cooling

14 system, or both, or a hot water system;

15 (4) "residential building" means any building de-

16 veloped for residential occupancy, substantially on a

17 year-round basis, for one or more persons or families;

18 (5) "commercial building" means any building de-

19 veloped for use other than residential occupancy, includ-

20 ing buildings developed for industrial or public use;

21 (6) "Federal building" means any building to be

22 constructed by or for the use of any Federal agency

23 which is not legally subject to State or local codes or

24 similar requirements;

25 (7) "unit of general local government" means a
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1 city, county, town, municipality, or other political sub-

2 division of a State or any combination thereof, which

3 has a building code or similar jurisdiction over a particu-

4 lar area;

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

(8) "Federal agency" means any department,

agency, corporation, or other entity or instrumentality

of the executive branch of the Federal Government, and

includes the United States Postal Service, the Federal

National Mortgage Association, and the Federal Home

Loan Mortgage Corporation;

(9) "financial assistance" means any form of loan,

grant, guaranty, insurance, payment, rebate, subsidy, or

any other form of direct or indirect Federal assistance,

other than general or special revenue sharing or formula

grants made to States;

(10) "Federal instrumentality responsible for the

supervision, approval, regulation, or insuring of banks,

savings and loan associations, or similar institutions"

means the Board of Governors of the Federal Reserve

System, the Federal Deposit Insurance Corporation, the

Comptroller of the Currency, the Federal Home Loan

Bank Board, the Federal Savings and Loan Insuranoe

Corporation, and the National Credit Union Adminis-

tration;

(11) "State" includes each of the several States, the
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District of Columbia, the Commonwealth of Puerto Rico,

and the -United States territories and possessions;

(12) "prescriptive standard" means a minimum

standard describing the means, such as structural com-

ponents, systems and subsystems, to be employed to

meet prescribed thermal or energy consumption require-

ments for a building and/or component thereof;

(13) "performance standard" means a minimum

energy conservation standard for various classifications

of buildings which may be satisfied through any method

or system which consumes or involves use or loss of less

than specified amounts of energy in connection with

heating, cooling, ventilating, lighting, or providing do-

mestic hot water for a building, and which includes or

is accompanied by one or more illustrative prescriptive

solutions which meet the performance requirements

specified; and

(14) "building code" means a legal instrument

which is in effect in a State or unit of general local gov-

ernment, the provisions of Which must be adhered to

if a building is to be considered to be in conformance

with law and suitable for occupancy and use.

PROMULGATION OF MINIMUM ENERGY CONSERVATION

STANDARDS

SEC. 1004. (a) (1) Within six months after the enact-

ment of this title, the Secretary, only after consultation with
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1 the Administrator and the Secretary of Commerce utilizing

2 the services of the Director of the National Bureau of Stand-

3 ards shall develop and publish in the Federal Register for

4 public comment proposed prescriptive energy conservation

5 standards for new residential buildings. Final prescriptive

6 standards shall be developed and promulgated within six

7 months after publication of the proposed standards, shall be-

8 come effective one year after such promulgation, and shall

9 remain effective until superseded by the standards described

10 in subsection (a) (3) of this section.

11 (2) As soon as practicable, but in no event later than

12 eighteen months after enactment of this title, the Secretary,

13 only after consultation with the Administrator, the Secretary

14 of Commerce utilizing the services of the Director of the Na-

15 tional Bureau of Standards, and the Administrator of the

16 General Services Administration, shall develop and publish

17 in the Federal Register for public comment proposed per-

m formance energy conservation standards for new commercial

19 buildings. Performance standards shall be developed and

20 promulgated within six months after publication of the pro-

21 posed standards, and shall become effective within a reason-

22 able time, not to exceed one year after promulgation, as

23 specified by the Secretary.

24 (3) As soon as practicable, but in no event later than

25 three years after enactment of this title, the Secretary, only
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1 after consultation with the Administrator and the Secretary

2 of Commerce utilizing the services of the Director of the

3 National Bureau of Standards, shall develop and publish in

4 the Federal Register for public comment proposed per-

5 formance energy conservation standards for new residential

6 buildings. Performance standards for such buildings shall

7 be promulgated within six months after publication of the

8 proposed standards, and shall become effective within a

9 reasonable time, not to exceed one year after promulgation,

10 as specified by the Secretary.

11 (b) All standards promulgated pursuant to this sec-

12 tion shall take account of, and make such allowance as the

13 Secretary determines appropriate for, climatic variations

14 among the different regions of the country.

15 (c) The Secretary, in consultation with the Administra-

16 tor, the Secretary of Commerce, the Administrator of the

17 General Services Administration, and other Federal officials,

18 as appropriate, shall periodically review and provide for the

19 updating of standards promulgated pursuant to this section.

20 (d) The Secretary, if he finds that the dates otherwise

21 specified in this section for publication of proposed or pro-

22 mulgation of final performance standards under subsection

23 (a) (2) or (a) (3) cannot practically be met, may extend

24 the time for such publication or promulgation, but no such

25 extension shall result in a delay of more than six months
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1 in promulgation. The Secretary may also extend for not to

2 exceed six months the date for promulgation of prescriptive

3 standards under subsection (a) (1) if he finds that such

4 extension is necessary in order to allow an adequate oppor-

5 tunity for analysis and action on public comments.

6 INCORPORATION OF STANDARDS IN STATE AND LOC
AL CODES

7 SEC. 1005. (a) No Federal officer or agency shall 'ap-

8 prove any financial assistance for the construction of any

9 building in any area of a State unless the State has certified

10 that the unit of general local government having jurisdiction

11 over such area has adopted and is implementing a building

12 code or similar requirement which provides for the enforce-

13 ment of any effective energy conservation standard or stand-

14 ards promulgated pursuant to section 1004 of this title, or

15 unless the State certifies that a State code or requirement

16 providing for the enforcement of such standard or standards

17 has been adopted and is being implemented on a statewide

18 basis or within the area in which such building is to be

19 located.

20 (b) In any case where, on the effective date of the

21 prescriptive standards referred to in section 1004 (a) (1) , a

22 State has not yet developed and implemented a procedure

23 for certifying local codes or similar requirements, or adopted

24 and proceeded to implement a State code or requirement for

25 carrying out the provisions of subsection (a) of this section,
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1 but where the 'Secretary finds that the State is actively

2 developing such procedure or code, the Secretary may receive

3 and approve a code or other requirement proposed by a unit

4 of general local government as complying with the provisions

5 of subsection (a) of this section, but no such approval shall

6 extend for more than one year.

7 (c) Each Federal instrumentality responsible for the

8 supervision, regulation, or insuring of banks, savings and

9 loan associations or similar institutions shall adopt regulations

10 prohibiting such institutions from-

11 (1) making loans for the construction or financing

12 of buildings, or

13 (2) purchasing loans made after the effective date

14 of any energy conservation standard for the construe-

15 tion or financing of buildings, unless such buildings

16 are to be located in areas where Federal assistance for

17 construction is permitted under subsection (a) of this

18 section.

19 (d) The Secretary shall, by regulation, provide for the

20 periodic updating of State certifications under this section,

21 and shall make such reviews and investigations as he deems

22 necessary to determine the accuracy of such certifications.

23 The Secretary may reject, disapprove or require the with-

24 drawal of any certification but he shall not take such action

25 without affording the State a reasonable opportunity for

26 hearing.

51-440 0 - 75 - 3
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1 FEDERAL BUILDINGS

2 SEC. 1006. The head of each Federal agency responsible

3 for the construction of Federal buildings shall adopt such

4 procedures as may be necessary to assure that such con-

5 struction meets or exceeds the applicable energy conserva-

6 tion standards promulgated pursuant to this title.

7 GRANTS TO STATES

8 SEC. 1007. (a) The Secretary is authorized to make

9 grants to States to assist them in meeting the costs of devel-

10 oping State building codes or State certification procedures

11 to carry out the provisions of section 1005 of this title.

12 (b) There is hereby authorized to be appropriated for

13 the purpose of grants under this section not to exceed a

14 total of $5,000,000 for fiscal year 1976.

15 TECHNICAL ASSISTANCE

16 SEC. 1008. The Secretary, directly, by contract or other-

17 wise, may provide technical assistance to States and units of

18 general local government to assist them in meeting the re-

19 quirements of this title.

20 CONSULTATION WITH INTERESTED AND AFFECTED GROUPS

21 SEC. 1009. In promulgating standards and carrying out

22 his other functions under this title, the Secretary shall con-

23 sult with appropriate representatives of the building com-

24 munity, including labor, the construction industry, engineers,

25 and architects, and with appropriate public officials and
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1 organizations of public officials, and representatives of con-

2 sumer groups. For purposes of such consultation, the Secre-

3 tau shall, to the extent feasible, make use of the National

4 Institute of Building Sciences as established by section 809

5 of the Housing and Community Development Act of 1974.

6 The Secretary may also establish one or more advisory corn-

7 mittees as may be appropriate. Any advisory committee or

8 committees established pursuant to this section shall be

9 subject to the provisions of the Federal Advisory Committee

10 Act.

11 RESEARCH

12 SEC. 1010. The Secretary, in cooperation with the

13 Administrator, the Administrator of the Energy Research

14 and Development Administration, and the Director of the

15 National Bureau of Standards shall carry out such research

16 and demonstration activities as he determines may be neces-

17 sary to assist in the development of standards under this

18 title and to facilitate the implementation of such standards

19 by State and local governments. Such activities shall be

20 designed to assure that standards are adequately analyzed

21 in terms of energy use, institutional resources, habitability,

22 economic cost and benefit, and impact upon affected groups.
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DEPARTMENT OF STATE,
Washington, D.C.

Hon. WARREN G. MAGNITSON,
Chairman, Commitee on Commerce,
U.S. Senate.
DEAR MR. CHAIRMAN: Secretary Kissinger has asked me to reply to your letter

of February 24 requesting the State Department's comments concerning the
merits of S. 594 and the propriety of its passage.

Title XIII of S. 594 (the Standby Energy Authorities Act of 1975) is designed
to enable the United States to fulfill the commitments it has undertaken in ad-
hering to the Agreement on an International Energy Program (IEP). That
Agreement constitutes a significant step toward consumer cooperation by the
major industrialized oil consuming countries following the disruptive experience
of the oil embargo last winter. The IEP consists of the following complementary
short-term and long-term programs:
A comprehensive emergency oil sharing program to protect the consuming

countries against another oil embargo. It assures that we will have the capa-
bility to deal with future oil supply interruptions in a cooperative framework,
thus avoiding a scramble for oil which serves only to bid up prices.
A commitment to a long-term cooperative program among consuming countries

to reduce their dependence on imported oil through joint programs in the fields
of conservation, the development of alternative energy supplies and research and
development on energy. This program is essential if we are to restore equilibrium
between the oil consuming and producing nations and ultimately in the world
oil market to exert downward pressure on current oil price levels.
At present our government is bound only provisionally by the Agreement on

an International Energy Program. We are obligated to apply it only to the ex-
tent that it is not inconsistent with existing legislation until we give notice that
the United States, having complied with its constitutional procedures, consents
to be fully bound. In negotiating the Agreement it was our view that implement-
ing legislation would be both necessary and appropriate before the United States
could agree to be bound by the full range of commitments embodied in the IEP.
Title XIII would provide us with the necessary authority to fully implement our
commitments.
The Agreement provided that the participating countries will bring it fully

into force in accordance with their respective constitutional and legal procedures
by May 1, 1975. It is imperative that the United States meet this deadline in
order to maintain the momentum toward international energy cooperation al-
ready achieved in the IEA. This will clearly demonstrate to OPEC that we are
determined to deal with the energy crisis. Accordingly, the State Department
urges Congress to act expeditiously and decisively to grant the authority that
will permit us to move ahead in this critical international endeavor.
The Office of Management and Budget advises that from the standpoint of the

Administration's program there is no objection to the submission of this report.
Sincerely,

ROBERT J. MCCLOSKEY,
Assistant Secretary for Congressional Relations.

Senator TIINNEY. Our next—or first witness, is the Honorable Betsy
Ancker-Johnson, Assistant Secretary for Science and Technology, De-
partment of Commerce.
Good morning.

STATEMENT OF BETSY ANCICER-JOHNSON, ASSISTANT SECRETARY
OF COMMERCE FOR SCIENCE AND TECHNOLOGY; ACCOMPANIED
BY MELVIN MEYERSON; AND ROBERT B. ELLERT

Dr. ANCKER-JOHNSON. Mr. Chairman, members of the committee,
I appreciate the opportunity to appear before you today to comment
on the appliance-related and climate-conditioning systems portion of
S. 349, the Truth in Energy Act of 1975, and on the appliance-related
portion of title XII of S. 594, the administration's National Appliance
and Motor Vehicle Act of 1975.
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The goals of these bills are the same and have our full support.
I would like to introduce the men accompanying me: Mr. Robert

Ellert, the Assistant General Counsel for Science and Technology,
Department of Commerce and Dr. Melvin Meyerson, Chief, Products
Analysis Division, National Bureau of Standards.
The administration's bill, S. 594, places all authority for carrying

out its provisions in the President. It is contemplated that under this
bill, responsibility would be delegated to the Administrator, FEA, to
fix overall policy and direction for the program and to the Secretary
of Commerce for the promulgation of the final tests and standards
under the bill. Enforcement would be through the Attorney General.
On the other hand, S. 349 places all responsibility in the FTC.
First, I would like to discuss the appliance portion of both bills.
Since last discussing appliance energy labeling before this com-

mittee on July 23, 1973, the energy situation has become more critical
and the conservation of energy has become an even more high priority
goal of the administration.
At that time I described the plans for a proposed Department of

Commerce voluntary labeling program for household appliances and
equipment to effect energy conservation.
I would like to start my testimony today by describing the rather

impressive results obtained by that program to date and what would
I ikely happen if either S. 594 or S. 349 should become law or, if
indeed, no legislation is passed at all.
The Department of Commerce program, initiated by President

Nixon, was officially started by Federal Register Notice on October 26,
1973. It has been implemented by the National Bureau of Standards
by a small group of highly qualified engineers and specialists who
have been carrying out its provisions, including the consumer educa-
tion features that we feel are very important.
The appliances included in the program are: room air-conditioners,

refrigerators, refrigerator-freezers, freezers, water heaters, clothes
washers, clothes dryers, and kitchen ranges.
We recently published a notice in the Federal Register requesting

public comment on the addition of television receivers.
These nine appliances use about 8 percent of the Nation's energy

amounting to an equivalency of roughly 3 million barrels of oil per
day.
We specify or develop the test method to be used by all participating

industries to assure that each comparative product is measured in the
same way. We design and specify the format of the label and even
specify its color, size, type, style, and where it must be on the
appliance. -
Such steps avoid confusion on the part of the consumer that could

be caused by unclear or hidden labels. Deciding what information

should be placed on a label to maximize its usefulness to a consumer
is a difficult task.
In addition to the label itself, we prepare a brochure for each labeled

appliance to give the consumer more detailed information than can be
placed on a label.
We have issued thousands of copies of the brochure on room air-

conditioners. This is the air-conditioner brochure, and with your per-

mission, Mr. Chairman, I would like to include it in this record.
Senator TIINNEY. It wll be included.
[The document follows:]
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CHOOSING A ROOM

AIR CONDITIONER

Although we usually think of air conditioners as
appliances designed to cool air, they can actually
increase comfort in more ways than that. They also
dehumidify, clean, and circulate air in enclosed
rooms, and some models can be used for ventilating
or for heating rooms in cooler weather.

In order to enjoy the full benefits of air condition-
ing it is important to choose the right air conditioner
for the room in which it will be installed. A wrong
choice can mean less than optimum comfort, and can
also cost you money — both in initial purchase price,
and in higher operating cost.

THINGS TO KNOW ... BEFORE YOU BUY

Window and Through-Wall Models

Room air conditioners come in a number of styles,
depending upon whether they are to be mounted in
sash or casement windows or through a wall. Some
models are sold with adapters and can be mounted
several ways.

In some areas building regulations require that air
conditioners must not project more than a certain
distance from the walls of a building. If such rules
apply in your area, your dealer can show you models
designed with a minimum of overhang. Similarly,
tome room air conditioners can be installed so that
the front is nearly flush with the inside windowsill.
You may consider this type desirable since it permits
you to pull drapes across the unit when it is not in
operation.

When you shop for a window model, be able to
describe your window style to the salesman and to
give its dimensions.

LC 1053

Household Wiring

Most homes use 115-volt, 15-ampere branch cir-
cuits for lighting and small appliances. Many air
conditioners are designed to be simply plugged into
the outlets of these circuits._ However, some models
require the installation of a separate circuit.
A 115-volt unit which draws 7.5 amperes or less

can be operated on a 15-ampere circuit, provided the
other loading on this same circuit does not exceed 7.5
amperes. An air conditioner that draws up to 12
amperes may be operated on a 15-ampere circuit, but
it must be the only load on that circuit. A special
circuit must be installed for any 115-volt air condi-
tioner that requires more than 12 amperes, or for any
230-volt unit.

If you have any question concerning whether your
present wiring is adequate, it is best to ask your
electrician or public utility representative.

Cooling Capacity

In choosing the proper room air conditioner to
satisfy your needs, it is important to determine the
amount of cooling capacity needed. If the cooling
capacity of a room air conditioner is too small for the
room where you plan to use it, it will not do an
adequate job of cooling and dehumidifyihg. If it is
too large for the room, it may be more expensive to
purchase and it may not dehumidify properly.

The cooling capacity of air conditioners is rated in
Btu (British thermal units) per hour. This rating
indicates the amount of heat an air conditioner will
remove from the air each hour u.ider specified test
conditions. One Btu represents about the amount of
heat produced by the burning of a wooden kitchen
match to ashes. A room air conditioner with a cooling
capacity of 5,000 Btu per hour would remove
approximately 5,000 Btu of heat from a room each
hour.

A



ESTIMATING THE
COOLING CAPACITY
YOU NEED.

Your dealer can usually help you estimate what
room air conditioner cooling capacity you need to
cool and dehumidify a given room. However, for
those who want to make their own estimate, a
method developed by the Association of Home
Appliante Manufacturers (AHAM) can be of assist-
ance. Here is how the AHAM method works:

Determine the floor area in square feet of the

room to be cooled by multiplying its length by its

width.

Along the left side of the adjacent "Cooling Load

Chart" find the point corresponding to the room

area. Then move horizontally to the right to the

center of Band A, B or C, depending on what kind

of space is above the room to be cooled:

Band A — Occupied room above room to be

cooled.
Band B — Insulated ceiling and unoccupied

attic above room to be cooled.

Band C — Uninsulated ceiling and unoccupied

attic above room to be cooled.

From the center of the band, move horizontally

within the band — to the left for a northern or

shady exposure and to the right for a sunny

exposure.

/A From this point move straight down to the bottom

4} of the chart to determine the unadjusted cooling

capacity in Btu per hour.

• Locate your geographical area on the map and

determine the climate factor for your area. Multi-

ply the answer to Item No. 4 by the climate

factor.

(a If the room is to be cooled primarily at night and

LP.) daytime temperature is not very important, multi-

ply the answer to Item No..5 by 0.7.

5) Determine the number of linear feet of wall

11 separating the room to be cooled from other

cooled rooms. Multiply this number by 30 Btu per

hour and subtract the result from the answer to

Item No. 5 (or Item No. 6 for night use).

C) If only one person will usually occupy the cooks(
room, subtract 600 Btu per hour from the answe

to Item No.7. If more than two people will usualh
occupy the room, add 600 Btu per hour for Ind
person over two.

Co-) Add 4,000 Btu per hour to the answer to Item No

V 8 if the area to be cooled includes a kitchen.

The answer indicates the recommended cooling caw
city of an air conditioner suitable for that room.

EXAMPLE

As an example of how to use the chart, consider

the problem of choosing a room air conditioner for

this room:

12 feet x 15 feet combined kitchen-dining area.
An occupied room is above the kitchen.
Northern exposure, with one 16 ft. wall adjoin-
ing' another cooled room. Normally occupied
by • one person during meal preparation.
Located in Dallas, Texas.

1) The floor, area is 12 feet x 15 feet. 180 180 square

feet.

21 Find 180 on left side of chart and move

horizontally over to center of Band A, since

there is occupied space above the kitchen.

31 Move horizontally to left of Band A because

room has a northern exposure.

41 From the left edge of Band A move straight
down to bottom of chart and see that the
unadjusted cooling capacity is 4,700 Btu per
hour.

5) Since Dallas, Texas has a climate factor of 1.05,

multiply this by the answer to Item No. 4:

1.05 x 4,700 = 4,935 Btu per hour

61 Since the kitchen is to be cooled in the

daytime, skip Item No. 6.

7) Since one kitchen wall adjoins another cooled

room, multiply the length of that wall by 30

Btu per hour and subtract this from the answer

to Item No. 5:
15 x 30 = 450 Btu per hour

4,935 - 450 - 4,485 Btu per hour

81 Since' there will normally be only one person in

the kitchen during the peak heat load (during

food preparation), subtract 600 Btu from the
answer to Item No. 7:

4,485 - 600 = 3,885 Btu per hour

91 Since the room is a kitchen, add 4,000 Btu per

hour to the answer to Item No. 8.
3,885 + 4,000 7,885 Btu per hour

The required cooling capacity for the kitchen is

about 8,000 Btu per hour. Models having cooling

capacities between about 7,500 and 8,500 Btu per

hour would be suitable for this application.
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ROOM

AIR CONDITIONER

EFFICIENCY

Once you have determined the amount of cooling

capacity you need for a given room, it is possible to

judge how well different models of the same cooling

capacity perform. This can be done by comparing the

Energy Efficiency Ratio (EER) of various models.

The EER is a measure of the amount of cooling a
room air conditioner can do relative to the amount of
electricity it uses. Air conditioners with the same
cooling capacity (as measured in Btu per hour) may
vary greatly in efficiency. That is, some use much
more electricity to achieve the same cooling and
dehumidifying than others.

The EER is determined by dividing the Btu per
hour rating of a room air conditioner by the watts
(power) it uses. Air conditioners with higher EER
ratings are relatively more efficient and those with
lower EER's are less efficient. For a given cooling
capacity, the more efficient models consume less
electricity and are less costly to operate.

Department of Commerce Energy Guide Labels
can help you compare energy efficiency among
competing models. As shown in the illustration, the
labels indicate the EER of the unit to which they are
attached and the EER range for all room air
conditioners having about the same cooling capcity.

Cost

of

Electricity

The cost of electricity to operate your room air
conditioner for a season depends on the climate you
live in, the power requirement of your air condi-
tioner, the cost of electric service in your area, and
such factors as the time of day and .how frequently
you leave the unit on and at what control settings.

Climate determines the number of hours each
season you would have to operate your air condi-
tioner to obtain the temperature reduction and
dehumidification needed for comfort. The average
yearly operation in some representative U.S. Cities is
shown below.

Table I
.Estimated Annual Hours of Operation for Properly
Sized Equipment in Typical Cities during Normal

Cooling Season*

CITY Hours per CITY Hours per
Season Season

Atlanta, Ga. 750 Jacksonville, Fla. 1,600

Boston, Mass. 200 Minneapolis, Minn. 350

Chicago, III. 400 New Orleans, La. 1,500

Cleveland, Ohio 450 NewYork, N.Y. 350

Dallas, Texas 1400 St. Louis, Mo. 1,000

Fresno,.Calif. 900 Washington, D.C. 800

From ASHRAE Guide and Data Book — Systems — 1973.
Published by American Society of Heating, Refrigerating
and Air Conditioning Engineers — New York.

ASOF Corp. Model 5508A10

8,000 Btu per hour
(cooling capacity)

860 watts
115 volts 7.5 amperes

Data on this labe
for this unit certified by

energy guide
EER=9.3

Energy Efficiency Ratio expressed in Btu ner watt-hour

For available 7,500 to 8,500 Btu per hour 115 volt
window models the EER range is •

EER 5.400 EER 9.9

IMPORTANT...

for units with the same cooling
capacity, higher EER means:
Lower energy consumption
Lower cost to use!

For information on cost of operation and selection of correct cool-
ing capacity, ask your dealer for NBS Publication LC 1053 or write
to National Bureau of Standards, 411.00, Washington, D.C. 20234

Tested in accordance with

*N.
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The Energy Guide Label appearing on room air
conditioners states the power requirement of the
unit, in watts. This figure was obtained by measuring
the unit's performance under standard test condi-
tions. Electric service rates are based on the kilowatt-
hour, which represents the usage of 1,000 watts of
electrical power in one hour. The kilowatt-hours of
electricity that a room air conditioner will use in a
season can be calculated by multiplying the wattage
rating of an appliance times the number of hours
usage per season (from Table I) and dividing by
1,000.

Your electric service rate depends on the rate

structure of your local utility company and the

amount of electricity you use. For consumers using
between 500 and 1,000 kilowatt-hours of electricity

per month, U.S. rates in a recent year varied from

about it to 64 per kilowatt-hour, with the national
average rate being about 2.2c per kilowatt-hour. You

can find out what your rate is by asking your local

utility company.

You can estimate the cost of electricity to operate
a room air conditioner in your home for one season
by using the following formula:

your ) ( hours
cost = (lectric x operation ix wattage rating 

rate per season 1,000

For example, if you live in an area having a
climate similar to that of Dallas, Texas, Table 1
indicates that if you are an average user, you may
operate your room air conditioner about 1,400 hours
per season. If your electric service rate is 3c ($.03)
per kilowatt-hour, and the wattage rating of the room
air conditioner you have selected is 860 watts, your
estimated cost for electricity will be:

Cost= .03 x 1,400 x860 = $36.12 per s'eason
1,000

Of course, many people do not fit the average use

pattern. If you use your air conditioner only at night,

you will operate it fewer hours and at lower outdoor

temperatures, and your cost will be less. If you try to

maintain an unusually low indoor temperature

throughout the day, your cost will be greater. The

higher you set the air conditioner's thermostat, the

less time the unit will run and the lower your

operating cost will be. Most people are comfortable at

temperatures up to 80° F.

Relating Cost of

Electricity and

Purchase Price

This method for estimating the cost of electricity
to operate a room air conditioner can also be used to
estimate whether it is worthwhile, from the viewpoint
of economy, to purchase a more efficient model with
an initial cost that may be appreciably more than a
less efficient model. For example, assume that a
relatively inefficient model is available on the markat,
and that it is priced $60.00 lower than the model
used in the example above.

The ratings of the two models are as follows:
More

Efficient
Model

Less
Efficient
Model

Btu per hour cooling capacity 8,000 8,000
Power requirement, watts 860 1,380
Energy Efficiency Ratio (EER) 9.3 6.8
Estimated hours operation per
season 1,400 1,400

Estimated cost of electricity per
season $36.12 $57.96

Based on these ratings, the estimated cost of
electricity would be $21.84 per year lower for the
more efficient model. Put another way, if the more
efficient model were priced $60 higher than the less
efficient one, the higher price would be made up
within three years by savings in the cost of electricity.

MAINTAINING

EFFICIENCY

Once you have chosen the right air conditioner

there are a number of things you can do to keep it
operating efficiently. These are usually described in
an owner's booklet. Read — and follow — the
instructions that come with your room air condi-
tioner.
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Dr. ANCKER-JOHNSON. We expect them to be available in dealers'
showrooms at the start of the next season. The label shows any con-
sumer where to send for an individual, free copy.
To coincide with the appearance of the labels in the marketplace,

we prepare educational materials. As new labels issue, use will be
made of TV spots, radio announcements, tape-slide shows for edu-
cators and consumer groups press releases, and lectures. We encourage
industry, likewise, to advertise and market energy conservation.
Where do we stand today?
The final procedures for room air-conditioners were published in

May of 1974, and some labels were seen in the summer of 1974. How-
ever, since 1974, model air-conditioners were started in production in
late summer or fall of 1973, most were built and in the distribution
chain by the time the labeling program was finalized. The units being
built since last summer are 1975 models.
I am most pleased to report that under our voluntary program,

about 95 percent of all 1975 models being produced today, are being
labeled with the Department of Commerce label.
Even more encouraging is the fact that since the program started,

the Energy Efficiency Rating, the EER, of 115-volt room air-condi-
tioners, has increased by 61/2 percent. This is a remarkable improve-
ment in such a short time, and is vindication of our belief that an im-
portant secondary effect of a labeling program would be the production
of appliances with better performance.
In December 1974, we proposed in the Federal Register labeling

specifications for three more appliances: Refrigerators, refrigerator-
freezers, and freezers.
The period for written comment has just closed and an informal

hearing on the proposed specification is scheduled for tomorrow,
February 25. We expect to have the final specifications ready in April.
Labels should begin to appear this summer or fall, depending to some
extent on the rate of sales.
As in the automobile industry, there has been a serious slowdown

in the sales of all appliances, except for freezers.
Water heaters are the largest consumers of energy of any single

household appliance by a wide margin. The preparation of a proposed
specification is nearing completion and should be published next
month. This will be followed by clothes washers and clothes dryers in
midyear.
Most importantly, we are planning to complete the first comment

period on all nine appliance categories prior to the end of fiscal year
1976.

Notwithstanding the success of the voluntary labeling program, it
should be formalized by legislation.
There are three strong reasons for making labeling mandatory.
1. To preempt State and local conflicting actions which can only

produce higher prices and confusion among consumers;
2. To eliminate the potential for removal or alteration of labels

along the distribution line; and
3. To assure of 100 percent participation in labeling by the industry.
The first annual report describing details and accomplishments of

our program has been prepared and is in the clearance process. I shall
provide the committee with copies, shortly.
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Now I will comment on the portion of S. 349 that pertains to
appliances.
I am extremely disappointed that any bill dealing with appliance

energy labeling does not accord a role to the Department of Commerce
and its National Bureau of Standards.
It is our view that any bill dealing with mandatory labeling should

assign to the Secretary of Commerce, authority to promulgate final
tests and standards.
We are the national experts in this field. Our accomplishments, as

described, are noteworthy. Failure to involve us, directly in this activity
could mean that all of the work I have described, the valuable working
relationships established with industrial technical leaders, consumer
and retailer groups, and other Government agencies, the labels about
to appear on the market, and about $800,000 of the taxpayers' money
could go down the drain.
Furthermore, the President's directive, in his January 15, 1975,

state of the Union message, established a new program of Government
working with industry to cut energy consumption by 20 percent in new
appliances by 1980.
The President has asked the Secretary of Commerce to contact all

appliance manufacturers to seek their agreement to comply with this
goal. If agreement cannot be reached in 6 months, the President will
submit legislation to establish mandatory appliance efficiency
standards.
The Secretary last week, on February 20, had an initial public meet-

ing with all appliance manufacturers to present the Department of
Commerce program for attaining the Presidential goal.
The response of the manufacturers at this meeting was most en-

couraging and we feel that we will have virtually full industry par-
ticipation in our effort to achieve the Presidential goal.
The group at NBS involved with the labeling program has also been

charged with achieving this extremely important goal and is trying
to get commitments from industry within 5 months. The goal can only
be achieved through the use of methods, to measure energy consump-
tion and efficiency, exactly what is developed and being developed for
the labeling program.
To discard these test methods and start all over with untrained

people would make commitment to the Presidential conservation goal
in 5 months, impossible.
S. 349 would require disclosure of the estimated annual operating

cost. We agree that cost of operation, if it can be reasonably deter-
mined, is the single, best way of getting the energy message to the
consumer.
In our air-conditioner label, however, we do not show a cost of

operation, a situation which distressed some of you as well as us.
The reason for this omission was that we could not reflect without

deception on a single, static label the three necessary variables, namely:
1. Climatic conditions,
2. User selection as to when he operates his unit, and
3. The extremely wide range of electricity rates, namely from 2

cents to 9 cents per kilowatt hour.
Instead, we had to provide cost information in a brochure called

to the consumers' attention by a notice on the label.
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Our experience has now given us greater insight as to how cost
of operation for room air-conditioners may be displayed honestly. For
example, we are studying the possibility of a label, more complicated
to make, but simpler to use.
Such a label might be made so that the consumer could "dial in"

appropriate values for the three variables just mentioned, and directly
read a cost of operation. If we succeed in devising such a dynamic
label or in producing a better scheme, we would not hesitate to modify
the existing label so it showed a cost of operation.
We view all of our activities dynamically. They are subject to im-

provement.
In the case of refrigerators, freezers, and refrigerator-freezers, we

have placed cost of operation on the label and will do so with water
heaters and with every other appliance, if feasible.
Use use a system whereby the consumer can see his approximate

cost of operation regardless of his electricity or gas rate. The consumer
can get this rate simply by dividing his total bill by the number of
kilowatts of electricity or therms of gas used, as shown on the bill, or he
could phone his utility company or ask his dealer.
I predict that very soon consumers will be as familiar with their

utility rates as they are with the cost of a gallon of gasoline or with
their rent. For example, the Philadelphia Electric Company already
lists the average rate on each monthly bill.
The advantages of the cost display technique that I have described,

and that we advocate for labeling over those in S. 349 are enormous.
S. 349 requires an initial calculation of operating costs for specific
products, but does not contain any provisions for revision of these
costs to reflect the changing cost of energy.
Further, S. 349 requires that retailers rather than manufacturers

supply operating cost information to consumers. However, no stand-
ard format for presentation of this operating cost data is required or
suggested in S. 349.
Some advantages of the administration's labeling system are as

follows:
1. The cost information is inflation proof and correct regardless of

rapid changes in utility rates.
2. The label can be printed by the manufacturer in clear, uniform

format, and be usable anywhere in the country.
3. There are only a few manufacturers, less than 50 for air-condi-

tioners, whereas there are more than 100,000 retailers. The tremendous
data-gathering activities and the expensive transmittal of data to huge
numbers of retailers proposed by S. 349 would be avoided.

4. It is far easier to monitor and control the activities of tens, or
even hundreds of manufacturers, than hundreds of thousands of
retailers.

5. The operating cost determined by manufacturers or importers
under S. 349 is permitted to show a range based on geographic differ-
ences in usage patterns and operating costs. Since in any one locale,
energy costs can vary considerably, depending on whether the con-
sumer has a preferred rate based on the number of electric or gas ap-
pliances he has, the cost range shown on a label could be quite large
and so could destroy the usefulness of the label to the consumer.
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6. Once a retailer labels a product under S. 349, there is no assur-
ance that he will constantly revise it and update it. In fact, there is no
requirement that he do so.
7. Whenever a large number of people, such as 100,000 in the case

of air-conditioners alone, are required to make a calculation or to
select and record numbers, unintentional mistakes are bound to be
made.
8. The format used by more than 100,000 dealers will vary in 100,-

000 ways, not to mention the likelihood of weak pencil markings,
erasures, scratch-throughs, poor handwriting, et cetera.
I have serious reservations about anyone being able to develop test

methods for all appliances in 9 months as required by section 20 ( a) .
Cooking ranges and ovens provide a good example. We do not yet

know how to measure the efficiency or fuel consumption of a range in
a way that relates to real-life usage. How many of the burners should
be turned on and to what heat level while energy consumption
measurements are made?
What percentage of the time is the oven used, or the broiler?
What is the contribution of the pilot light?
What is the effect of family size or area of the country?
How does the type of food being cooked, affect performance?
What effect does pot or pan size and shape make?
Can a reproducible substitute for food be used for testing instead

of highly variable food?
And there are more difficult questions to try to answer. Some of these

questions may never be resolved, but every reasonable effort should
be made to do so, and it does take time. Test methods far less complex
than this one have been known to take an unexpectedly long time to
develop.
I have similar, if not greater reservations about determining "aver-

age use cycles" for each appliance within 9 months, as required by
S. 349.
If tests are required, as they may well be, in some cases the expense

to obtain statistically valid data nationwide and perhaps on a regional
basis would be enormous. It is doubtful if the instrumentation to do
this could be obtained in 9 months, much less be installed, measure-
ments performed, and the data analyzed.
Furthermore, heating systems can only be checked in the winter,

and air-conditioners in the summer. Hence, if the bill became law next
month, it would be impossible to check heating systems until next
winter,. and it would be equally impossible to plan, procure instru-
mentation for, and implement field surveys for air-conditioners before
the summer of 1976.
The appliance-labeling system envisioned for S. 594, which is based

on the present Department of Commerce voluntary program, has none
of these drawbacks.
Now I will discuss the administration bill.
Senator TUNNEY. Excuse me for interrupting.
I am going to ask Senator Ford to chair the hearing temporarily.

Mrs. Carla Hills is about to be introduced to the committee for con-
firmation hearings. She is a Californian. I told her I would introduce
her.
I will be back in 10 minutes.
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Senator Ford can carry on with the hearings.
Dr. ANCKER-JOIINSON. Yes, sir.
By making the voluntary program mandatory, we will be able to

take advantage of every bit of the manpower, money, and background
work already expended by the Department of Commerce in its ongoing
voluntary program. Hence, the room air-conditioner, refrigerator,
freezer, and refrigerator-freeze labeling programs would be in effect
and labels available almost immediately. These labels would be fol-
lowed in short order by labels for water heaters.
These fie appliances represent 65 percent of all energy used by

appliances.
Our bill accounts for the fact that each appliance has different

energy-use characteristics and thus requires its own tailormade label.
We can avoid the long delays before labels could be issued that

S. 349 could require in order to obtain national or regional data, or
average-use cycles through extensive field tests.
Further, S. 349 is too rigid. Under our bill we could devise better

test methods and amend the labels whenever it is in the public interest,
for example

' 
after field data are available.

This is not permitted under the rigid requirements of S. 349.
For some appliances, labels based on average-use cycles as required

by S. 349 may be misleading to the consumer. Let me give an example
of the lack of usefulness of the concept average-use cycle.
For a washing machine under our bill, and without the delay and

expense of collecting new data, we could state the annual cost of opera-
tion, based on loads of wash per week. We would then 

 
give simple

instructions for converting 10 to X loads per week. Every householder
knows how many loads are washed per week.
The cost of operation thus obtained is factual for that household

and is simple to calculate.
We could even prepare the label so that no calculations would be

required.
Let's carry this a little further. Let's assume the national average

cycle is 10 loads per week. If we used an annual cost of operation based
on this figure as is required under S. 349, then how would households
with no children be affected? They may wash only two loads per week.
The annual cost on the label would be five times higher than it

should be and that household could be completely misled.
Our bill is sensitive to this kind of problem and has the flexibility

to deal with it.
Our bill has another feature that we believe to be of great value.

On a single label we would not only report energy consumption and/
or efficiency and cost of operation whenever possible, but on that same
label we would compare these with all,other similar appliances of the
same size or performance level.
With the comparison information right on the label, the consumer

need not travel from store to store reading different labels and wasting
energy. Instead, he knows at a glance what the marketplace has to
offer, and where the appliance he is looking at ranks in that market-
place.
Mr. Chairman, we strongly urge enactment of S. 594 as the most

effective and economical way of achieving our mutual objectives for
the role of appliance labeling in energy conservation.
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Mr. Chairman, you have also asked me to comment on the sections
of S. 349 which relate to disclosure of energy-consumption character-
istics of all new buildings.
While the purpose of this portion of the bill is also commendable,

the legislation, in its present form, would not permit the consumer to
make a wise choice among alternative buildings, since the bill would
not provide information adequate for making energy-conserving
decisions.
To save energy in a building, the energy required to operate the

building must be identified, rather than the energy used by its climate-
conditioni ng system.
The situation is analogous to attempting to label the annual energy

costs of an automobile engine rather than the entire automobile.
For instance, a specific engine would have a much different energy

cost if installed in a compact car rather than in a van. Thus, as with
automobiles, to achieve meaningful results, it is necessary to label
whole buildings rather than their climate-condition systems.
The accuracy with which we can label the energy costs of whole

buildings is somewhat limited at present. Reliable climatic data are
available for most localities in the United States, to describe the an-
ticipated annual environmental conditions.
However, the energy demands associated with various classes of

occupancy, such as office buildings, schools, and homes, are not com-
pletely defined. In fact, available studies show variations in energy
demands of as much as 400 percent for similar occupants in similar
buildings, such as among families of four in nominally identical tract
houses.
Improved standards, which are currently under development in the

voluntary national standards process, are needed to define the proper-
ties of building construction and equipment for the purposes of pre-
dicting the energy usage. Most buildings are constructed onsite and,
therefore, have considerably more variation in their properties for
nominally identical buildings, than do manufactured products such as
household appliances.
Mobile homes and manufactured buildings would be more com-

parable to appliances in the uniformity of the characteristics of the
finished products.
However, the authority to develop mandatory Federal standards

for mobile homes which could include authority for labeling energy-
cost estimates already exists under the terms of the Housing and
Community Development Act of 1974, Public Law 93-383.
It is not impossible to label climate-conditioning equipment for

its energy requirements, as S. 349 would require. However, it would
have to be done for an arbitrary duty cycle, such as the amount of
energy required to operate a furnace halftime during the heating
season. This would give some guidance on the choice between alterna-
tive pieces of equipment intended for the same purpose.
The choice would be incorrect, however, if the actual duty cycle

differed from the one for which the equipment is labeled, and if the
relative economy is reversed, for the actual duty cycle.
To illustrate this concept, car A might have better fuel economy at

50 miles per hour than car B, but poorer economy in typical city
traffic.



45

The Department of Commerce, using the National Bureau of Stand-ards with support from the FEA, is conducting research on the
development of standard methods for specifying and testing the sea-sonal performance of heating, ventilating, and air-conditioning
equipment.
The administration's bill, title 10 of S. 594, provides an alternative

approach to achieving the objectives of S. 349.
Under the administration's bill, HUD in consultation with the

Department of Commerce and the FEA would have authority to
develop and promulgate energy conservation standards for new
buildings, rather than just climate conditioning systems. The use of
such standards would assure an energy-efficient level of performance.
From this improved level of performance, using estimates of the

occupants' demands for the building services which admittedly willvary as I have indicated, it will be feasible to predict the energy
requirements, and so label buildings.
The approach of S. 594 is preferable to that of S. 349 since the con-sumer would be much more likely to obtain useful information.
Mr. Chairman, you have also asked for an outline of the programsat the NBS which are aimed at the most effective use of energy in

buildings.
I ask that the material describing these programs be included inthe record.
[The document follows:]

ENERGY CONSERVATION PROGRAMS AT THE NATIONAL BUREAU OF STANDARDS
In the last three years the NBS energy. conservation programs have been

expanded substantially. A new Office of Energy Conservation was established this
year in the Center for Building Technology at NBS to oversee and coordinatethe large number of projects on energy conservation in buildings, appliances,
community services (utilities) and industry. The NBS effort—which makes up a
significant portion of the total Federal activity in energy conservation—is sup-
ported in part by the Federal Energy Administration, the Department of Housing
and Urban Development and the Energy Research and Development Administra-
tion. It involves both laboratory and field research. A key feature of the program
is disseminating information learned from these studies to industry, architects,
engineers, and consumers.

ENERGY CONSERVATION IN BUILDINGS

Many experts believe that the largest energy savings and perhaps the easiest
to accomplish in the long run could occur in homes and commercial buildings
which, historically, have been designed for low first cost and not for efficient use
of energy. For a number of years, NBS has conducted research to determine
exactly where energy is used and wasted in buildings. A few years ago, NBS
developed new computer techniques for estimating the energy requirements of
homes, office buildings, schools and hospitals. The new methods are much more
precise and faster to use than previous approaches. Most important, they permit
a detailed analysis of costs and benefits of various energy savings designs and
retrofit options for buildings. The computer program was validated on a full size,
four bedroom townhouse in the Bureau's environmental chamber, where outdoor
temperature patterns anywhere in the world can be simulated and controlled.
This project has provided important data on how much energy is saved by setting
thermostats back at night, reducing ventilation and air leakage or infiltration,
and adding insulation.

Standard
Late in 1973 the Bureau was asked by the National Conference of States on

Building Codes and Standards (NCSBCS) to provide design criteria and guide-

51-440 0 - 75 - 4
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lines for energy conservation in new buildings. NBS delivere
d the resulting docu-

ment—"Design and Evaluation Criteria for Energy Conserv
ation in New Build-

ings"—to NCSBCS in February 1974. A revised version 
of the document was

issued for public comment by the American Society of Heat
ing, Regrigerating and

Air Conditioning Engineers (ASHRAE). It is expected that t
he revised ASHRAE

standard will become a national voluntary consensus stan
dard and will be in-

corporated by states into building codes. NBS is cooper
ating with the Federal

Energy Administration and other agencies to develop test proc
edures and mecha-

nisms required to facilitate the successful implementation of
 the standard.

Retrofit
Existing buildings also present a major opportunity for ener

gy conservation.

Current NBS laboratory and field studies focus on the cost
s and benefits of

insulating conventional dwellings and mobile homes and the 
potentials for heat

pump or solar system retrofit for partial heating and cooling o
f residences. Studies

are also being carried out on the NBS office and laboratory
 buildings to demon-

strate the energy savings which can be achieved by reduce
d lighting, controlled

ventilation, and computer-controlled heating and cooling to p
rovide these services

on an "as-required" basis rather than continually. NBS scient
ists are predicting

taht energy consumption in these buildings can be reduced by 
half without caus-

ing discomfort to employees or interrupting vital services and 
experiments.

Design.
NBS is collaborating with the General Services Administrati

on in the design

and evaluation of a demonstration office building under c
onstruction in Man-

chester, New Hampshire. This building is expected to save 
about one third the

energy used by a similar building of conventional design. Th
e building houses an

extensive instrumentation system devised by NBS to dete
rmine which energy

conserving features, incorporated in the building, are mos
t effective. In a similar

project, NBS is cooperating with the New York City Board
 of Education under

a grant from the National Science Foundation to develop a p
ublic school build-

ing that will provide a significant energy savings.

These NBS projects are intended to provide architects and
 engineers with

needed data and methods to improve the efficiency of ener
gy use in new build-

ing designs. Fundamental to all these NBS studies is dev
elopment of new in-

strumentation and test methods for measuring energy use an
d loss and for de-

termining efficiency and performance of heating and cooling sys
tems.

ENERGY LABELING OF HOUSEHOLD APPLIANCES

The Voluntary Energy Conservation Labeling Program for 
Household Appli-

ances and Equipment made significant progress in 1974 by introdu
cing the first of

what should become a long series of widely referenced and used 
consumer aids.

This program was developed by the Department of Commerce, work
ing with the

Council on Environmental Quality and the Environmental Pro
tection Agency.

The purpose of the program is two-fold—to encourage manufactu
rers of large

energy-consuming appliances to provide point-of-sale information on
 appliance

energy use, and to encourage consumers to buy the most effi
cient products that

will meet their needs. Under the program, participating com
panies label their

products to indicate their energy consumption and their relativ
e efficiency in com-

parison with other directly competitive models. Where it is pract
ical, the cost

of operating the appliance appears on the labels.

The NBS role in this program is directed toward developi
ng methods for

measuring product efficiency and presenting this information to 
consumers in

understandable form. Room air conditioners were the first a
ppliances to be

labeled under the program and, already, the manufacturer's of
 more than two

thirds of all units on the marketplace have agreed to label their
 appliances. The

next items to be labeled are refrigerators, freezers, and combination
 refrigerator-

freezers. Other items to be labeled eventually include water heaters,
 dishwashers,

clothes washers, clothes dryers, kitchen ranges and ovens, central air c
onditioners

and comfort heating equipment.

INTEGRATED UTILITY SYSTEMS FOR COMMUNITIES

NBS serves as the principal technical' support for the Department of 
Housing

and Urban Development (HUD) for a major Federal program known as 
Modular
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Integrated Utility Systems (MIUS). A MIUS is a total energy system withadditional facilities for recycling waste products and water treatment. The MIUSconcept brings together subsystems that serve different utility needs and buildsthem into a master system that performs the combined functions better thanthe conventional systems. Energy conservation in a MIUS is achieved primarily,through the sharing and recycling of energy which is normally wasted by sepa-rate facilities. As energy is saved, pollution and costs are also reduced.Currently, NBS is evaluating for HUD a demonstration project in Jersey City,New Jersey. The Jersey City project is a total energy, plant, which is the founda-tion of a MIUS. The evaluation involves design, installation and operation of acomplete date. <!ollection and analysis system for a three megawatt power plantserving the electrical heating and cooling needs for a 484-dwelling unit complex,a school and a commercial area. A demonstration pneumatic trash collection sys-tem on this site is also under evaluation. Additional experimental integratedsystems to be demonstrated in the Jersey City project include heat recovery,incineration, thermal storage, solar heating and innovative electric powergeneration.
A 1000-dwelling unit MIUS facility is scheduled to be constructed by HUDwithin the next year. NBS is preparing the performance specification for thisMIUS plant and is designing the monitoring instrumentation system. After com-pletion NBS will evaluate the performance of the plant. NBS also provides tech-nical support for a number of advanced and/or innovative utility integrationsubsystems demonstrations in the MIUS program.

EFFICIENCY OF ENERGY USE IN INDUSTRY

The goal of the NBS energy conservation program for industry is to improvethe efficiency of energy use in the industrial sector of the economy, which usesover 40 percent of our energy supplies. NBS aids industry by developing andpromoting methods for reducing energy use, preventing loss of energy, and usingwaste heat generated in industrial processes and systems.
In September 1974 NBS, in cooperation with the Federal Energy Administra-tion, published a handbook designed to help small to medium sized organiza-tions—companies, manufacturers or commercial establishments—establish orimprove ongoing energy conservation programs. The handbook—Energy Conser-

vation Program Guide for Industry and Commerce (EPIC ) —outlines in detail
the steps in setting up an energy conservation program, suggests more than 200
energy conserving opportunities and contains actual case histories of energy
saving actions taken by companies. EPIC is based on the successful experiences
of companies which were collected and reviewed by NBS. A major effort has been
developed by the Departmenet of Commerce to promote the use of the guide. A
graduate level course is being conducted at the University of Pittsburgh based on
EPIC under a contract funded by FEA through NBS. A number of state energy
offices across the country are sponsoring energy conservation workshops for in-
dustry based on EPIC.
NBS also is developing a technical guidebook for engineers on managing indus-

trial waste heat. Other industry-oriented projects include development of new
measurement technology for industrial furnaces, evaluation of innovations in
waste heat management, and providing technical and advisory services to the
Department of Commerce and the Federal Energy Administration on energy
conservation programs.

ENERGY CONSERVATION AND THE ENVIRONMENT

It has been estimated that large quantities of energy will be expended by
industry to carry out the pollution abatement and control programs required by
the Clean Air Act and the Federal Water Pollution Control Act. Accurate meas-
urements of emissions and pollutants are necessary because inaccurate meas-
urements can lead to unnecessary consumption of energy by requiring overly
stringent emission controls to compensate for the margin of error in the measure-
ment. NBS has an active program in developing more accurate pollution measure-
ment devices, which, it is hoped, will lead to energy conservation. The Bureau has
developed accurate measurement techniques for nitrogen and sulfur oxide
emissions from the burning of fossil fuels and is working on sensitive techniques
for measuring other pollutants in both air and water.
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ELECTRIC POWER SYSTEM MEASUREMENTS

Extra high voltage (EHV ) transmission lines are highly efficient means of

transmitting large amounts of electric power over long distances—which is often

necessary to alleviate temporary regional shortages of electric energy. The daily

value of energy transmitted through a single line can be as high as $500,000.

Thus, small inaccuracies in the measurement of the transmitted energy may

result in significant inequities. NBS is developing new instrumentation and meth-

ods for accurately measuring voltage and electric power in EHV lines.

Dr. ANCKER-JOHNSON. This concludes my statement, Mr. Chair-
man. I will be pleased to answer any questions you have.
Senator FORD. I will announce a temporary recess until Senator

Tunney returns, since this is his legislation and he is very much con-
cerned with it. In deference to his interests we will wait for him.
I do appreciate your coming. It is quite a change to see somebody

like you testify, from what I have been viewing from this end of
the room.
He said he would be back in about 10 minutes.

Senator TUNNEY. The hearing will come to order.
I want first to say, Mrs. Ancker-Johnson, that I am very pleased

that the administration feels strongly that a mandatory labeling pro-
gram is appropriate.
If you will recall last year, the administration did not feel that a

mandatory program was needed; and I think that substantial progress.
has been made by those in the administration who felt that although
a voluntary program might be good, a mandatory program would be
even better; so I am pleased by the movement that has been made;
and I would like to address some of the specifics in your testimony.
I think that what we are dealing with initially in the two bills is

the question of which agency should have the responsibility for the
program; the FTC, or the Department of Commerce.
And as you know, last year initially my legislation provided for the

Department of Commerce to have the overall responsibility and it
was subsequently changed to make it the FTC. I suppose one of the
main reasons for this was that the FTC favored energy labeling and
Commerce opposed it.
Now, Commerce has changed its position and favors it.
I wonder if you could explain to the committee why it is that you

feel that the FTC should not have it?
You have explained in your testimony, as I read it, why you think

you should have it; but would you make the record complete and ex-
plain why, in your opinion. the FTC should not have it?
Dr. ANCKER-JOHNSON. Thank you, Mr. Chairman.
May I first say that one of the major reasons why we now take the

position that mandatory labeling, rather than voluntary, is a good
idea, is the fact that the 50 States and locales, local governments have
begun to issue their own regulations. This gets very confusing for the
consumer who is not usually confined to States, and also to the manu-
facturers.

It is turning out to be a very good idea to go mandatory.
The question of which agency should administer this program is,

I think, a very important one. What we are talking about, in the case
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of labeling of appliances, is a state of the art. We are developing tests,
new tests, for which considerable amount of R. & D. has to be done.
That is exactly what the National Bureau of Standards was man-

dated to do.
Therefore, I feel that it falls very much within their mission, and

would be really a mistake not to use this national resource for this
purpose.
The overhead would be considerably less if the National Bureau

of Standards might be called on in any case to do this work, were to
go ahead and promulgate through the Department of Commerce the
rules and regulations for the administration.
In the case of the administration bill, furthermore, the Attorney

General would assure that the regulations are obeyed.
I would like to ask Mr. Ellert to expand on that a bit.
Mr. ELLERT. Sir, I think Dr. Ancker-Johnson covered the main

points. Just as essentially a measurement of the existing appliances
in the marketplace in which the NBS was really constituted and set
up to do.

Also, we found in the rulemaking process with the National Bureau
of Standards and ourselves, the Department of Commerce, that we
have to cooperate and coordinate these activities very closely and also
we have to maintain the integrity of the scientific measurement data
which NBS does.
In the Department of Commerce this is recognized that they are

knowledgeable about how the tests should be conducted.
It seems—we feel that the NBS will have to play an important part

in this program. If it is played with a different agency, that it will
complicate the whole situation tremendously.

Senator TIINNEY. What about a possibility of letting the Commerce
and NBS do the technical work, and then having the FTC develop
the rules?
Dr. ANCKER-JOHNSON. One of the reasons why I personally feel

that that is somewhat wasteful is because dealing—when we are deal-
ing with a—the state of the art kinds of know-how, then a tremendous
amount of education would have to go on for those who did not do the
technical work, or were not closely associated with it before they could
prepare the rules and promulgate these rules and do the education for
those who use them whereas, if that is all combined in one organiza-
tion, the Department of Commerce, you won't have this waste of effort,
this overlapping, this duplication, and it would cut the costs con-
siderably, I think, because a great deal of effort does go into the rule-
making and the decision whether we are having a hearing tomorrow,
and whether they can come in to speak what is on their mind before
a particular test method becomes the test method.
Did you have anything to add to that?
Mr. ELLERT. Mr. Chairman, I was wondering, were you contemplat-

ing under what you suggested that the Department of Commerce would
publish a final specification for labeling of, say, a refrigerator, and
then the FTC would incorporate that into their rulemaking?

Senator TIINNEY. Yes.
Mr. ELLERT. What we want is the fact that we can put out the rule-

making to define the labeling specifications.
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Under our bill, the Attorney General would be enforcing that.
Thinking of switching to FTC, this would be less objectionable. If

we had to consult with FTC and they would publish the final specifica-
tion, this is where we start running into a very difficult, technical prob-
lem in getting out the technical specifications.

Since we are reporting the state of the art of the industry, what
the technical state of the art is, we think this would be a justification
for us putting out a final technical specification.
Senator TTJNNEY. The FTC is going to have an opportunity to tes-

tify tomorrow; and I assume that they will be telling us why they
think they should be the agency to have this responsibility.
Is there anything that you would like to add?
This record will be complete today in representing the Depart-

ment's point of view?
Dr. ANCKER-JOHNSON. Perhaps I might ask your permission, Mr.

Chairman, if something occurs to us that I could send it for the
record?
Senator TUNNEY. Certainly.
In your testimony, regarding the provision in S. 349 as to the obli-

gations of retailers, I do not believe that it accurately reflects the lan-
guage of the bill.
The bill states that all the calculations are to be performed by the

manufacturer; all the retailer would be obligated to do is to select the
cost figure appropriate to his customers; so S. 349 is no more compli-
cated than what the President has proposed.
Let me just read from the bill, S. 349, page 8 and page 9, (d) (2)

line 20, page 8:
The determination of the estimated annual operating cost shall be made by

the manufacturers or importers.

And it goes on in subsection (3) , page 9, to say:
If a range of estimated annual operating costs is provided to suppliers in ac-

cordance with paragraph (2) of this subsection, dealers shall select the esti-
mated annual operating costs applicable to them in accordance with instructions
furnished by the Commission.

Dr. ANCKER-JOHNSON. YeS.
Senator TUNNEY. This is different from last year.
Dr. ANCKER-JOHNSON. I am aware of this language, and did study

it carefully.
I feel that the fact that the dealers are instructed to make a selec-

tion does require them to, if not do some calculations, certainly to
have, an awareness as to which of the several categories that presum-
ably, they will fall in.
Furthermore, as you recall, I made a very strong case for a uni-

form sort of label which becomes familiar to all consumers. I brought
one along here.
If—we are using this format for all the appliance labels in the vol-

untary program. We already have it on the market for the air-condi-
tioner, and it is just in the process of becoming final for the next four
appliances; and we will use this same format so long as this program
continues.
The consumer gets confidence in this mark; he knows what to look

for; he begins to be familiar with this—the kind of information that
is on here.
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We feel it very important to have a uniform and carefully thought
through format that the consumer does get used to.
Perhaps you would like to have this new refrigerator-freezer 
Senator TuNNEy. Yes.
I saw a copy in the Federal Register.
Dr. ANCKER-JOHNSON. This one, I think, is new.
That one you have, I believe, is the air-conditioner. This is the re-

frigerator-freezer and freezer.
Senator TIINNEY. This is, of course, part of the voluntary program

of the Department?
Dr. ANCKER-JOHNSON. Yes, of course.
Senator TITNNEY. And this is for refrigerator-freezers.
The manufacturer puts this on to the refrigerator, right?
Where, on the refrigerator?
Dr. ANCKER-JOHNSON. He is told where to put it. Is that what you

asked?
Senator TIINNEY. Yes.
Where does he put it?
Is it visible? Can it be seen?
Mr. MEY'ERSON. The original idea, sir, was that we would have a

label pasted to the exterior door.
There was some objection because if the sun hits this, there will be

a faded mark after the label is removed and also some consumers with-
out prior thought, would take a knife and try to scrape this off and

• damage the finish.
Both consumer groups and manufacturers told us they preferred it

visibly on the inside. All purchasers of refrigerators open doors before
they buy.
The specification is that that be adhered to—put on the top shelf

at the front on the refrigerator side; so it will be about 4 feet high,
41/2 feet high, on the refrigerator side.

Senator TIINNE/Y. And you plan to have it open?
Mr. MEYERSON. There is a string. It would be folded and there is a

string that goes through the top and it would hang.
Senator TIINNEY. I see.
One of the things that has concerned me about the approach that

is being taken by the Department of Commerce—and I recognize the
shortcomings of the approach in the bill that I have introduced, too—
but one of the things that worries me about this approach that you
have is that you have on the label this type of information. You say
that if your electric rate per kilowatt hour is 1 cent, 3 cents, 5 cents,
9 cents, then your monthly cost of operation will be approximately—
and you specify that.
I have no idea what electricity costs me per kilowatt hour. Maybe I

will find out pretty soon. Maybe I will become educated.
I have no idea what it costs where I live. I dare say if you ask peo-

ple to hold up their hands in this room, there may be one person who
knows and could tell you what the kilowatt cost is. They know what
their monthly electricity bills are, but they don't know what the kilo-
watt cost of electricity is.
I think that this kind of a designation or information at the pres-

ent time is really useless information. I don't have any idea what my
refrigerator would cost me as a result. of this energy card you are
putting out.
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I think that must also apply to 99%0 percent of the people in this

country.
• Dr. ANCKER-JOHNSON. Mr. Chairman, I think that your point is

very well taken, that very few people at this point do know what their,

for example, electricity rate is, since you are looking at an appl
iance

operated by electricity rather than, say, gas.
However, I believe that is something we will get as familiar with

as we are the price of gasoline, or rent, as I mentioned in my testimony
.

In fact, it is such an easy number to determine, that I believe if you

were in the market for, let's say, a refrigerator that you would indeed

make the simple—either look at your last bill and make the sim
ple

calculation, or ask your dealer, or call the utility company and as
k

them.
It would be a very wise thing to do, because I may be in a commun

ity

that has a sliding scale, as I mentioned in my testimony; and, there
-

fore, It would be quite impossible for the dealer even to answer th
e

question for you accurately. Your best bet would be either to ask 
the

utility company, or if you are able, to simply make that calculat
ion,

which you can readily do from your monthly bill.
Dr. Meyerson would like to elaborate on that a bit.
Mr. MEYERSON. Mr. Chairman, this label does have a cost of opera-

tion in bold letters; namely, $5.50 per month. It could just as ea
sily

be an annual cost; and we state that this is based on 4 cents per k
ilo-

watt-hour, which is close to the national average.
Since these labels may not be on the market for a year or since th

e

rates of electricity are changing so rapidly, we don't say it is 
the

national average, but in fact it is close to a national average, and t
hat

is why we bring it out in bold letters.
Now, the additional data is just extra. People don't have to read that

if they want a national average.
Senator TIINNEY. I assume that you are opposed to the idea of hav-

ing the average operating cost printed on the price tag?

Dr. ANCKER-JOHNSON. No, sir.
I think what we just said is that we have, in fact, printed it on 

this)

label. The average operating cost, as best we can see it, is $5.50 
per

month for this.
Senator TIINNEY. I was saying on the price tag.
Dr. ANCKER-JOHNSON. On the price tag itself rather than on a

separate label?
Senator Tu NNEY. Yes.
Dr. ANCKER-JOHNSON. Yes, sir; I am.
I believe it is really misleading to the consumer. If we try alway

s

to make things simpler than they really are, I think we encourage 
the

consumer to develop a mistrust in us because a consumer who is do
ing

a little thinking can quickly observe that in fact he has been misled
;

that is not his average cost at all.
I would far prefer to give the consumer the opportunity to do a little

more careful thinking, and show him exactly how he can do this and

avoid the consumer being misled or being—feeling that he has b
een

misled.
Senator TUN NEY. Well, your statement is certainly one that I think

all of us could agree with.
We don't want to mislead the consumers.
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On the other hand, I think that we want to give consumers at least
some indication of what their costs are going to be; and I suppose
we all extrapolate from our own experience when we are looking at a
label such as this and trying to determine whether or not it would be
meaningful.
I may be atypical, or I may be typical, but I find that when I go

to purchase an item, I am most concerned with the price, the cost; and
an assurance, of course, that it does the job.
I am not at all sure that this energy guide would have any meaning

to me if I went to purchase a refrigerator, let's say, here, at a depart-
ment store in Washington, D.C.
I dare say that the retailer, the person that is working in the store

for the retailer, is going to be unprepared and purposefully so, to
answer the questions on the kilowatt hours per month cost of elec-
tricity or cost per kilowatt hour of electricity simply because they
do not want to be in a position of having given misleading informa-
tion; and they are not going to want to say that if you live m such and
such a section of town, that the cost is x number of cents per kilo-
watt hour, unless there is some requirement that they have to do that,
and I don't think we want to place that requirement on the average
agent of the retailer in the store.
I suppose I come back to the question of what would give to the con-

sumer, the best type of information to give them a guide in their
purchases; and you say that average could be misleading.
I recognize that averages could be misleading if they are thought

to be anything other than averages.
If they are thoughtto be averages, then they are averages. They can

draw their own impressions, whether they are above the average, below
the average, or right on target.

It seems to me that the information on this tag is almost irrelevant
to the average purchaser. That is where I guess we disagree, because I
am sure you think it is quite relevant.
Dr. ANCKER-JOHNSON. Perhaps I could make two comments, Mr.

Chairman.
I think, first of all, when automobiles were first introduced the con-

cept of miles per gallon was also something that had to be learned,
and thought about. I believe that hardly any car owner, especially a
new car owner, does not calculate very quickly, and this is no more
difficult a calculation that we are suggesting—in fact, this is really an
easier calculation than determining miles per gallon.

Also, I believe, Mr. Chairman, if you only put an average cost of
operation and no clues as to how the consumer may differ from that
average, no guidelines as to how that household may differ, we are
really asking more sophistication of the consumer by that approach
than we are if, indeed, we do give the consumer some simple guidelines
as to how to calculate or how to think about in what way he or she
deviates from the average.
I believe that pointing out that there is a difference in electrical rate,

for example, is a healthy thing for the consumer to think about. That
makes it even more important for them to consider the cost of opera-
tion. It will begin to get into the consumer's mind that he better think
about it in terms of the other items that I may buy besides those that
are labeled.
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Whereas, if we ask the consumer to
 always do this thinking about

how do I deviate from the average,
 in order to come to some conclu-

sion about whether I might use mo
re or less energy, I believe that re-

quires a level of sophistication that i
s really too high to expect.

Senator TUNNEY. Well, I certainly can
't fault your logic.

In fact, I applaud it when you say tha
t experience with automobiles

would suggest that at some point in t
ime people are going to become

concerned as to the price of a given unit
 of energy.

Dr. ANCKER-JOHNSON. I might also poi
nt out, if I may, Mr. Chair-

man, that we have consulted, of course, w
ith consumer groups a great

deal in connection with designing this 
label; and, of course, with

Virginia Knauer's office. We have taken 
suggestions and tried to in-

corporate them.
As we mentioned earlier, we are very m

uch aware that improve-

ments can always be made in anything that
 is a state-of-the-art affair.

We are always anxious to make improve
ments as we find they are

appropriate.
Senator TUNNEY. Have you run any test cases

 at all to find out just

what the impact of this is on consumers?

Dr. ANCKER-JOHNSON. I would like to ask Dr
. Meyerson to answer

that, please.
Mr. MEYERSON. We meet with consumer group

s on each label, and

also we have contracted with a private resea
rch firm whose name

eludes me now, sir, but I shall provide it for the re
cord, who went out

and researched items for this label.
They reported to us that consumers preferred bot

h the energy con-

sumption as well as a cost of operation; even the
 color, which is not

quite direct, but the color we specified has been r
esearched as being

the kind of color that attracts consumers' attention.
 It is called super

pan-tone red. This is not it, but it is close.
We have looked at this, sir. It is not just agreeme

nt up in our own

laboratory.
Senator TUNNEY. How many test cases did you have 

as an example

for this label, if you had any?
I would just like to know what the reaction of consum

ers has been,

just the average—the average fellow, gal, who goes in
 to buy a refrig-

erator and sees this energy guide. I wondered what y
our experience

has been.
Dr. ANCKER-JOHNSON. First, let me say, Mr. Chairm

an, to make

sure we are clear that the particular guide you have in your
 hand has

not yet been issued. That is in the proposed state. The only gu
ide which

is on the market, which you would see if you went into a 
store today,

is for the air-conditioner.
We are relatively early still in our ability to get consumer rea

ctions.

Only this one label has been on appliances and it has only
 been par-

tially so for this summer, this past summer. By next summ
er they

will be on, as I said, 95 percent.
Senator TUNNEY. What was the experience this summer wit

h the

air-conditioners? .
Dr. ANCKER-JOHNSON. We did not make, I believe, a detail

ed study

at this point.
Mr. MEYERSON. The air-conditioning label became ready last Ma

y,

I believe, sir. At that time most 1974 model air-conditioners had
 been
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built. Therefore, they were in pipelines, in boxes, and in the distribu-
tion chain. Therefore, we did not have any labels on the market last
summer, really too few to make a judgment.
We do expect to have them in full force this summer.
Senator TUNNEY. Before we go ahead with a labeling program and

get millions of these guides printed up, why don't we run some test
cases?
Dr. ANCKER-JOHNSON. We certainly intend to find out what the

reaction is?
I know what my reaction would be. I am just one person. I know

what my reaction would be when I went downtown to buy a refrigera-
tor. That would be meaningless to me.
I assume there are other people whom it would be meaningful to.

I don't know. I said that I thought I would probably fit into a catag-
ory at the moment of about 99 percent of the people.
I may be wrong about that. Maybe people do have an understand-

ing of what the cost per kilowatt hour is.
Do you know what the cost per kilowatt hour is where you live?
Dr. ANCKER-JOHNSON. Yes, sir.
Senator TUNNEY. You do?
Dr. ANCKER-JOHNSON. YOU would expect me to, I am sure.
Let me say, Mr. Chairman, that we intend, of course, to have con-

tinuous feedback from the consumers.
As I mentioned in my statement, that is a very important part of

this program, that the consumer attitude and reaction is something
that we are very much interested in. Obviously we don't want to go to
all of this work and not have the label be of use.
Our primary concern with this entire program is to help the con-

sumer choose the appliance best suited to his needs.
Now, since 
Senator TUNNEY. And also, most important to encourage, energy

efficiency.
Dr. ANCKER-JOHNSON. I am assuming energy efficiency best serves

the needs of the country.
I am so convinced of our energy problem, that I take that for

granted. I think you are right. I should have articulated it.
Senator TUNNEY. The only reason I say that is that some people

advocate a much tougher approach, standard setting. When I first
thought about this legislation, many people said that we ought to come
in with a bill that sets certain efficiency standards, rather than en-
courage the free market to develop more energy efficient appliances by
having consumers compare the energy efficiency or the cost of operat-
ing one appliance as opposed to another.
I close the free market position, which seems to me to be the best

approach; but there are a lot of people who feel the other way, that
we ought to have standards.
You know that as well as I do.
Dr. ANCKER-JOHNSON. As you also know, Mr. Chairman the Presi-

dent has asked the industry to improve its energy use by 20 percent in
appliances by 1980.
We, as I described in my testimony, are in the process of determin-

ing—trying to get industry cooperation in this venture.
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I think your trust in the marketplace to do its own c
orrecting toward

more efficient appliances, is really well placed, because a
s I pointed out,

even though this air conditioner program has been in
 operation only a

very short time, we have in fact seen a 61/2-percent im
provement in the

efficiency of the 115 volt models, the most popular m
odels.

I would say that your reliance on the free market sy
stem to correct

itself and tend toward more and more energy-efficient 
devices, is indeed

well placed.
Senator TUNNEY. Well, with the case of the labelin

g of washing

machines, does the energy consumption include that 
required to heat

the water?
Mr. MEYERSON. Senator, that is a very difficult probl

em. We are try-

ing to include that, yes, sir, if we can.
We are now planning to include it, but we have t

remendous problems

because the cost of heating the water varies, dependi
ng upon whether

you heat it by electricity or gas, and there are trem
endous problems

involved in that.
We shall try.
Senator TIINNEY. Well, I recognize the difficulties 

that you have

with establishing the standards to be used in a label
ing program.

I want to be able to work with you as we refine the legisla
tion. I don't

think it serves much purpose to harangue one another tod
ay about the

details of this label.
I think we have developed a record that indicates your 

feeling that

this kind of energy guide is adequate, and I think it also
 reflects my

skepticism.
I would just like to ask you one final question:

Do you think the level of funding authorized by S. 349 is 
adequate?

Dr. ANCKER-JOHNSON. If I may take a moment befo
re answering

that-
Senator TuNNEY. It is $3 million a year.
Dr. ANCKER-JOHNSON. With your permission, if I ma

y take a

moment before answering that, I would like very much to 
call to your

attention that one whole side of this label, or one whole p
age after it

is folded in the format that the consumer normally gets, it
 is indeed

devoted to comparison information which I believe is ver
y important

to the consumer, and is not called for in your bill.

Otherwise, without the comparison information, the 
consumer is

required to do a great deal of shopping in order to find 
whether the

particular appliance he may be looking at at the moment,
 is indeed an

energy-efficient one, or not, or where it ranks among all of tho
se that are

available.
This takes up quite a bit of space. It takes one side of thi

s label. If

we discarded, in this particular case, the comparison inf
ormation, the

label would be half as large.
However, I think that is one of the things that makes this

 label use-

ful for the consumer, the fact that right there on every la
bel he looks

at, is all the information he needs to tell whether or not the 
particular

appliance he is thinking of, or looking at, indeed is energ
y-efficient,

or not.
You notice also that nowhere else can you find the informatio

n about

the type of defrost options you have in the case of a refri
gerator, or

refrigerator-freezer, as is shown on this particular label. 
It may be
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that by looking at this, a consumer will decide that—to go for the op-
tion, the type of appliance which indeed, is the less energy-consuming.
That would be a very valuable asset, if indeed this label is looked at,
as I believe it really is.
I think consumers are getting more and more sophisticated and look-

ing for more and more information, and I attribute it to the excellent
work in Mrs. Knauer's office and her predecessors.
Senator TUNNEY. Why can't you have some of these, for instance,

distributed in the local area over the next couple of months?
Dr. ANCKER-JOHNSON. Indeed, once this one is approved, we would

like very much to do that.
Senator TUNNEY. How long will it take to get approval?
Dr. ANCKER-JOIINSON. Dr. Meyerson, we are having a hearing to-

morrow. When do we expect to get the final 
Mr. MEYERSON. It will be within 6 weeks.
Senator TUNNEY. I don't know how long it is going to take to get

this legislation through, but I was hoping—and I suppose it was a
false hope—that we could achieve some indication from your field tests
as to how successful this guide was prior to the time that we marked
up our bill.
However, I would like to get back just to that one question.
Dr. ANCKER-JOIINSON. Excuse me for not answering immediately.
Senator TurrisTEY. No; you raised a good point.
Dr. ANCKER-JOHNSON. I wanted to be sure you thought about it.

Thank you.
In answer to your question about whether the authority would be

adequate in order to carry out this program, I believe that I would
have to study that further. I am not here prepared to talk about money.
That comes up shortly with the budget hearings.
I daresay that is somewhat less than we are currently spending.

However, may I submit that for the record?
Senator TUNNEY. Yes; you can.
( The following information was subsequently received for the

record) :
I would say about $3,500,000 for S. 349 and about $2,000,000 for S. 594.

Senator TUNNEY. What about the length of time. You have said that
you thought 9 months in my bill was inadequate as a period of time,
because you needed more time; just couldn't do all the work that
would be necessary, or that no agency could do the work that would
be necessary.
How much time do you think would be needed?
Dr. ANCKER-JOHNSON. In my testimony, Mr. Chairman, I state

that we will have had the first go-around, first comment period com-
plete on all nine appliances that are—that were—that I listed in my
testimony by the end of fiscal 1976—excuse me, calendar 1976.
That means that such labels would appear on nine different types of

appliances by that time.
Senator TUNNEY. And you think that that is the appropriate time?
Dr. ANCKER-JOIINSON. Excuse me.
The labels would not yet appear, but be in the works.
Senator TUNNEY. Yes.
You think any bill
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Dr. ANCKER-JOHNSON. Ought to take that into account, yes, 
sir.

Senator TIINNEY [continuing]. Ought to take that time frame 
into

account. Fine.
I want to thank you very much, Dr. Ancker-Johnson, for being here

and for your testimony.
As I say, I would like to be able to work with you as we attempt

to refine the final version of the bill. I don't pretend that I have the

answers here. I would like to think that I have thought about it a good

deal, but I am going to certainly need the expertise that you and your

'associates have, as we finally draft my bill.
So, I am appreciative of your cooperation.
Dr. ANCKER-JOHNSON. Thank you very much, Mr. Chairman, it was

'a pleasure to be here.
[The following information was subsequently received for the

record:]
APPLIANCE LABELING PROGRAM

CONSUMER ACTIVITIES

Labeling specification development

Consumer representatives have been a part of the appliance labeling progr
am

from the beginning. A standing feature of the program has been the form
al

participation of consumer groups, through meetings called for that pur
pose, in

the developmental stages of labeling specifications. The first specificatio
n for

room air conditioners received input from the following consumer gr
oups:

1. Consumer Federation of America
2. Consumers Union
3. Congress Watch
4. American Home Economics Association
5. Office of Consumer Affairs, HEW

Subsequent specifications for food storage appliances and domest
ic water

heaters were discussed and reviewed with various Consumer Sounding
 Boards.

These Boards have been specifically established to provide a means of co
nferring

with a cross-section of ultimate consumers. The Boards are not
 limited to

activities in the Appliance Labeling Program; but rather, they are des
igned to

make available a dependable report of broad consumer experience, attitude
, and

opinion for the use of standards development groups regarding particul
ar prod-

ucts. Proposed labels for refrigerators, refrigerator-freezers, freezers, an
d water

heaters were reviewed and discussed with the Boards at a series of four 
meetings

in the Washington, D.C., and Philadelphia metropolitan areas.

As one of the five sponsoring agencies of the Consumer Board concept, 
the

NBS plans to continue utilizing the Boards for assistance in the d
evelopment

of specifications and labels for household appliances.

In addition, the NBS has sought comments and criticism from all ident
ifiable

consumer organizations in both the public and private sectors prior t
o finalizing

label specifications. All proposed specifications have been sent to th
e following

groups for their review: Number of
offices

1. State consumer offices 
 93

2. County consumer offices 
 86

3. City consumer offices 
 44

4. Private sector consumer organizations at national, state, county,
 and

city levels 
 61

Additional input has regularly been sought in specification development

through the use of the U.S.D.A. Cooperative Extension Service. The Ser
vice is a

cooperative program of the U.S. Department of Agriculture, state univ
ersities,

and county governments. One of its major functions is to conduc
t consumer

educational programs through meetings, demonstrations, tours, publicati
ons, and

the mass media. All program materials, particularly proposed specifi
cations and

labels, have been made available to the Service for distribution and
 review

throughout the country.
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Consumer studies

Two formal studies have been conducted in the course of implementing the
'appliance labeling program. One of the studies was conducted in-house, and the
second was conducted under contract by Human Sciences Research, Inc., of
McLean, Virginia. The purpose of these studies was to determine:

1. The essential information required by consumers on an energy label;
and

2. Consumer reaction to alternative methods of expressing and displaying
such information.

The first study covered the room air conditioner, and the second one con-
cerned labels for refrigerators, refrigerator-freezers, and freezers. The results of
the studies have been incorporated into the specifications and labels for the
products involved.

Literature searches and surveys have been conducted to determine consumer
appliance usage patterns. The results of such efforts have been instrumental in
specification and label development. Additionally, several limited field tests to
determine consumer usage patterns for refrigerators and freezers have been con-
ducted. The data from such consumer tests have been used to verify laboratory
test data.

Information dissemination

Periodic news releases concerning program activities have been made available
to the trade press, consumer press, and the general mass media. Two publications
have been authored concerning program activities and have been made available
to the following organizations and agencies for distribution to the consumer
public:

1. Office of Consumer Affairs, HEW
2. Consumer Information Center, GSA
3. Federal Information Centers, GSA
4. Office of Energy Conservation, FEA
5. Office of Field Operations, DoC
6. Public Affairs Group, EPA
7. Cooperative Extension Service, USDA
8. National Energy Information Center, FEA
9. Council on Environmental Quality
10. State, County, and City Consumer Affairs Agencies
11. State Energy Conservation and Fuel Allocation Offices
12. Professional Societies
113. Manufacturer and Retailer Trade Associations
14. Utility Companies

Public service radio and television announcements aimed at consumers have
been prepared and distributed by the DoC and in cooperation with the Consumer
Information Center of the GSA. Also, a public service television film announce-
ment is nearing completion. This consumer message will be released to coincide
with the spring and summer selling season for room air conditioners.
A slide/tape presentation on energy efficiency in room air conditioners, suitable

for showing to all types of consumer groups, is nearing completion. The kit is
designed to be used at all types of public meetings and will be made available
through such organizations as the USDA Cooperative Extension Service and the
DoC Field Office Network. Additionally, the kit will be made available to any
other interested group or agency.

Future developments
It is anticipated that Consumer Sounding Boards will be used extensively in

the development of specifications and labels for all additional appliances in the
program. Consumer pamphlets will be prepared and distributed for each type or
class of appliances. Public service television and radio announcements will be
prepared and distributed as new appliances enter the program.
Moreover, it is anticipated that consumer surveys will be made to determine the

utility of the Energy Guide labels. Such surveys will be conducted among actual
appliance purchasers to determine the degree of influence and the effectiveness of
the energy information on consumer purchase decisions.

1 Materials have been made available to these types of organizations with permission
to reprint and distribute indefinite numbers of copies.
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Senator TuNNEY. Our next witness in Mr. Ric
hard Canavan, staff

vice president, Builder Services National Association of Home

Builders.

STATEMENT OF RICHARD J. CANAVAN, STAFF 
VICE PRESIDENT,

BUILDER SERVICES NATIONAL ASSOCIATION OF
 HOME BUILDERS;

ACCOMPANIED BY CARL A. S. COAN, JR., STAFF VI
CE PRESIDENT,

LEGISLATIVE COUNSEL; AND ALAN TRELLIS, ASS
ISTANT DIREC-

TOR, TECHNICAL SERVICES

Mr. CANAVAN. Mr. Chairman, I am Richard J. Canava
n. I am a

staff vice president of the National Association o
f Home Builders.

The NAHB has more than 77,000 members in 603 a
ssociations through-

out the country. I have with me today Alan R. Trellis, as
sistant direc-

tor of our Technical Services Department, and joining 
us in a moment

will be Mr. Carl Coan, who is down the hall at Mrs. 
Hills' hearings.

We thank you for the opportunity to present some bri
ef comments

on S. 349, the "Truth in Energy Act." Our industry is dee
ply involved

and vitally concerned with the energy problems facing
 our Nation.

Energy shortages, natural gas moratoriums, and soaring 
utility rates

have severely affected the home building industry in man
y parts of

the country.
We strongly support Government efforts to effectively and

 reason-

ably deal with these problems; however, several of the 
provisions

contained in S. 349, in our opinion, are neither reasonable nor 
effective.

Rather, they are arbitrary and complex requirements whic
h would

needlessly burden the building industry and confuse the ge
neral

public.
We do understand that a proposal similar to this bill b

ut more

limited in scope will be considered. This bill is the "National
 Ap-

pliance and Motor Vehicle Energy Labeling Act of 1975," a
nd the

provisions we are referring to are included in title XII.

Our primary concern is with those provisions of S. 349 which
 would

require the calculation and presentation to potential purchas
ers and

lessees of the annual operating costs of climate-conditioning 
systems

in new buildings, including residences. While application of th
is re-

quirement may be entirely feasible for appliances, it is totall
y imprac-

tical with respect to buildings.
Subsection (e) of section 20 of the bill requires the FTC to esta

blish

model calculation procedures to determine the estimated an
nual op-

erating costs of climate-conditioning systems. We believe that
 to be

meaningful such model calculation procedures for buildin
gs would

have to be immensely complex due to the many variables involv
ed.

Claims that this procedure can, at the same time, be simple
 and

meaningful, are in themselves an over-simplification. There
 are no

simple solutions to complex problems.
The extreme difficulty of determining what is "normal" ener

gy con-

sumption for a home or apartment is worthy of close e
xamination.

Theoretically, the results of the model calculation procedure
 should

be highly indicative of the true annual operating costs. Yet, d
ifferences

in family size, life style, temperature preference, housing 
mainte-

nance and many other factors will significantly affect energy co
nsump-

tion.
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Because of this, any simplifying or averaging assumptions will only
insure large variations between the calculated and the actual operating
costs. The fact that a model procedure cannot and will not yield a truly
indicative annual cost estimate is our first area of concern.
Equally important to any estimate of energy consumption are the

variables associated with design and construction. Building area,
equipment selection, mechanical system design, ceiling height, window
sizes and orientation, thermal insulation selection, and shading co-
efficients are only a few of the literally hundreds of factors which affect
annual operating costs for heating and cooling, and which must be
utilized in the determination of the normal operating costs for a
given building. Yet, unless these variables are subjectively analyzed
for each individual house or apartment, we return to the the fact that
the resultant annual cost estimate will not be truly indicative of actual
costs.
As an example of what would be required by the builder to obtain a

meaningful analysis, one only need look at a typical subdivision sold
to the general public. Assuming four basic models which are offered
on any 1 of 50 building lots, we immediately find that the variable of
site orientation alone would dictate consideration of 4 x 50 or 200
possible combinations.
Additionally, if each of these models had several optional features

which affected energy consumption—that is, walk-out basement, extra
bedroom, fireplace, storm windows, et cetera—then provision would
have to be made for calculating the effect of these options, singly and
in combination, for each model on each lot.
As an example of the effect of such variables, we have taken a typi-

cal single-family house and oriented it both in the most favorable
and least favorable way. A rough engineering analysis, shown in ex-
hibit A, indicates a potential increase in heat gain of 29.6 percent in
the Washington, D.C. area with, theoretically, a corresponding in-
crease in the cost of air-conditioning.

Similarly studies on energy consumption have shown that heating
and/or cooling energy Usage may vary as much as 100 percent for
identical dwellings because of usage patterns. We do not believe that
is reasonable fair or economically feasible to burden the supplier of
housing—that is, the builder—with the elaborate and lengthy calcula-
tions necessary to incorporate all of the design and construction varia-
bles. Anything less, however, will only increase the discrepancies
resulting from the variations in usage previously mentioned. This con-
flict between realistic requirements and meaningful mathematics is
our second major area of concern.
Our third major area of concern deals with the relationship between

the builder and the consumer—either homebuyer or tenant. Requiring
the builder to provide an annual estimate of heating and cooling costs,
computed with the use of prescribed model calculation procedures,
places the builder in the untenable position of mediating between the
consumer and the Government.
When the estimated energy costs vary from the actual costs, no

matter what the cause, it is the builder who will be forced to bear
the dissatisfaction and possible harassment of the consumer. It is the
builder whose reputation will be tainted by unhappy homeowners
complaining that the facts have been misrepresented. It is the builder
who will have to explain the disparities between estimate and fact.

51-440 0 - 75 - 5
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Forcing the seller or lessor of a new home or apar
tment to provide,

explain, and interpret engineering calculations based
 upon procedures

which he did not conceive is, in itself, greatly unfair
 and burdensome.

But, doing so when it is known in advance that the
 results of such

calculations may not be a true representation of actua
l costs is an in-

justice, rather than an aid, to the consumer.

As stated in the bill, it is the intent of Congress:

To assure * * * meaningful disclosure of th
e annual operating cost certain

products * * * and systems so that consumer
s can readily compare them and

thereby avoid purchasing those which unnece
ssarily waste energy.

We contend that the. provisions of this bill do n
ot achieve this

intent for the following reasons:
1. It is, for practical purposes, technically infeasibl

e to assure a

"meaningful disclosure of annual operating costs" fo
r buildings. Small

appliances and even large mechanical equipment can be
 analyzed and

then energy usage determined fairly readily. Building
s, however, do

not demand a fixed amount of energy, such as a toast
er. Rather, their

energy usage is a dynamic response to innumerable 
variables, and

as such, is not readily calculable.
2. It is not necessary to provide elaborate calculatio

ns so that con-

sumers can compare alternative residences. Improved 
consumer educa-

tion coupled with basic information already availabl
e in the market-

place and improved labeling of equipment provide the b
asis for mean-

ingful comparisons.
3. The use of alternate fuels and the constantly chan

ging price of

the fuels can make meaningful cost comparisons betwe
en mechanical

systems impossible. No matter what fuel rates are used
 or assumed,

there is no way of knowing or reasonable predicting
 where energy

prices will end up. Regulation, deregulation, embargos
, new sources,

et cetera, all conspire to reduce fuel cost estimating to cr
ude levels of

analysis at best.
In view of the serious difficulty in calculating and provi

ding mean-

ingful information on the expected energy use of residenc
es, we urge

that the provision of S. 349 requiring this information be
 furnished

be eliminated from the bill. We believe that the remainder
 of the bill

is generally workable and desirable and can see no objecti
on to its

early enactment.
[The documents referred to follow:]
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EXHIBIT A

The following example illustrates a canparison of a typical
single family detached house of 1,370 sq.ft., oriented on an east-
west axis with the principal glass areas facing north and south, versus
the same house oriented with the principal glass areas facing east and
west. Both have full thick insulation in walls and ceiling.

1) East-West Axis

Window areas:

North - 86 sq.ft.
East - 35 sq.ft.
South - 85 sq.ft.
West - 0 sq.ft.

Total heat gain 7 Washington D.C. area

20,829 BTUH
(See attached work sheet & floor plan for details)

2) North-South Axis

Window areas:

North - 0 sq.ft.
East - 86 sq.ft.
South - 35 sq.ft.
West - 85 sq.ft.

Total heat gain - Washington D.C. area

27,008 BTUH
(See attached work sheet & floor plan for details)

Percent Diffrence in Total Heat Gain:

27,008 - 20,829 .
20829 29.67% increase in heat gain
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i) PROPER ORIENTATION

COOLING WORKSHEET

COMPONENT
OF LOAD

AREA HEAT
GAIN

6. BUILDING
SECTION

INSUL-
ATION

R-VALUE

HEAT
GAIN

TRIAL
NO. 1

TRIAL
NO. 2

TRIAL
NO. 3

1. Windows

>El Single
lJ Double

N

1-) E
'S
ax
tu

S

W

86 2378
Ceilings

1370  sq. ft.

8-19
3367

8-11

35 1795 R-7

Wa
ll
s 

(
g
r
o
s
s
 a
r
e
a
)
 Frame

.1480..

sq. ft.

R-11
620185 3260

R-7

0 0

R-0

Masonry

sq. ft.

R-7

2. Doors

n Single
0 Storm

54 628 8-0

3. Number of
Occupants

4  x 400
1600

Floors Over
Open Spaces.

13.70 sq. ft.

8-19

R-11

4. Appliances 1600

R-7

R-0

5. Heat Gain Excluding
Building Sections 11261

7. Heat Gain Through
Building Sections 9568

Transfer heat
building sections

gain excluding -0.
to these three boxes 11261

8A. Maximum allowable heat gain
(FHA only)

8. Subtotal
Excluding Ducts 20829

I

9. Duct Multiplierb

12. ESTIMATED

Total heat gain

ANNUAL COOLING COSTd

x
 = $  /yr.
Cooling Index

10. TOTAL HEAT GAIN'

100,000 11. EQUIPMENT SIZE

NOTES

a. Floor heat gain to be calculated only for floors over open spaces,

such as bedrooms over garages. Slab-on-grade floors, floors over

basements, and floors over vented and unvented crawl spaces may

be considered to have no heat gain. In most cases, worksheet entries

for floors should be omitted.

b. Multipliers for heat gain to ducts:

Ducts in attic, 1" flexible insulation

Ducts in attic, 2" flexible insulation, 1" rigid

insulation, or 1" fiber glass duct

Ducts in other unconditioned spaces above

grade, 1" flexible insulation 1.05

Ducts in unconditioned spaces below grade,

including unconditioned basements, no duct

insulation 1.05

Ducts in conditioned spaces 1.00

,
the validity of cooling operating cost estimates in relation to actual

costs in specific instances because of the many possible variations in

occupancy, equipment efficiency, living habits, and other factors.

c. Total Heat Gain in Step 10 may be reduced 15 per cent if a 4'h° F.

1.15 interior desicgn temperature swing is used or may be reduced 30 per

cent for a 6 F. interior design temperature swing.

1.10 d. Cooling Index and estim8ted annual cooling cost assumea

thermostat setting of 75 F. A thermostat setting of 70 F., for

example, would significantly increase operating cost.
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2) POOR ORIENTATION

COOLING WORKSHEET

COMPONENT
OF LOAD AREA HEAT

GAIN
6. BUILDING

SECTION

INSUL-
 ATION

R-VALUE

HEAT
GAIN

TRIAL
NO. 1

TRIAL
NO. 2

TRIAL
NO. 3

1. Windows
El Single
0 Double

N

2 E

E
o.
x
iu

S

W

0 0
Ceilings

  sq. ft.

R-19 3367

R-11

86 6167
R-7

W
a
h
s
 
(
g
r
o
s
s
 a
r
e
a
)
 Frame

sq. ft.

R-11
6201

35 1340
R-7

85 6105 R-0

Masonry

sq. ft.

R-7
2. Doors

n Single
0 Storm

54 628
R-0

3. Number of
Occupants

4
  x 400

1600

Floors Over
Open Spacesa

  sq. ft.

R-19

R-11

4. Appliances 1600

R-7

R-0

5. Heat Gain Excluding
Building Sections 17440

7. Heat Gain Through
Building Sections 9568

i
Transfer heat gain excluding _ ___•.
building sections to these three boxes

17440

8A. Maximum allowable heat gain
(FHA only)

8. Subtotal
Excluding Ducts

27008

12. ESTIMATED ANNUAL COOLING COST%
9. Duct Multiplierb

Total heat gain
10. TOTAL HEAT GAIN`

x
 =$   /yr.100,000 Cooling Index 11. EQUIPMENT SIZE

NOTES

a. Floor heat gain to be calculated only for floors over open spaces,
such as bedrooms over garages. Slab-on-grade floors, floors over
basements, and floors over vented and unvented crawl spaces may
be considered to have no heat gain. In most cases, worksheet entries
for floors should be omitted.

b. Multipliers for heat gain to ducts:
Ducts in attic, 1" flexible insulation
Ducts in attic, 2" flexible insulation, 1" rigid
insulation, or 1" fiber glass duct
Ducts in other unconditioned spaces above
grade, 1" flexible insulation 1.05
Ducts in unconditioned spaces below grade,
including unconditioned basements, no duct
insulation 1.05
Ducts in conditioned spaces 1.00

the validity of cooling operating cost estimates in relation to actual
costs in specific instances because of the many possible variations in
occupancy, equipment efficiency, living habits, and other factors.

c. Total Heat Gain in Step 10 may be reduced 15 per motif 04/50 F.

. 1.15 interior desi8n temperature swing is used or may be reduced 30 Per
cent for a 6 F. interior design temperature svving.

• 1.10 d. Cooling Index and estived annual cooling cost assumes a
thermostat setting of 75 F. A thermostat setting of 70 F., for
example, would significantly increase operating cost.
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6—Winter Heat Loss and Summer Heat Gain

Calculated for a Representative Dwelling Unit

This section gives a range of heat gains and losses for the house shown 
below. By example, it also shows operating cost

calculations. Calculat:ons were made by the worksheet methods explain
ed in Reference Sections 4 and 5.

Floor, ceiling area: 1,370 sq. ft.
Wall area (gross, no deduction for windows and doors): 1,480 sq. ft.

Window areas:
North-86 sq. ft.
East— 35 sq. ft.
South-85 sq. ft.
West-0 sq. ft.

Total door area: 54 sq. ft.

t

KITCN. FAMILY R.M.

DING RM. LIVING P.M.

GARAGE

Winter heat loss

&ED P.M.

Heat loss is given below for 10 combinations of insulation and single or
 double windows and doors. Calculations have been made

for a temperature difference of 10 F. Thus, the total heat loss for this house
 in any locality with different insulation,

windows, and doors can be determined by multiplying the Btuh heat lo
ss/°F. by the actual temperature difference for that

locality.

Ceiling
insulation

Wall
Insulation

Windows,
Doors Btuh heat loss/°F.

Btuh heat
loss/70°F. TD

R-7 R-0 Single 1043 73,010

R-7 R-0 Double 835 58,450

R-7 R-7 Single 806 56,420

R-7 R-7 Double 598 41,860

R-11 R-7 Single 752 52,640

R-11 R-7 Double 544 38,080

R-11 R-11 Single 707 49,490

R-11 R-11 Double 499 34,930

R-19 R-11 Single 666 46,620

R-19 R-11 Double 458 32,060

Example for Columbus, Ohio: winter design temperature, 
20 F.; temperature difference (TO), 680 F.; heat loss/°F., 666 Btuh

(R-19 ceiling insulation, R-11 wall insulation, single windows and doors); Heatin
g Index, 639:

Total heat loss (excluding any duct loss) = Heat loss/°F. x TD = 666 x 68 = 45,288 B
tuh

Estimated annual h 
Heat loss x Heating Index x 24 _ 45,288 x x 24 _ $102.14eating cost — TD x 100,000 68 x 100,000
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Senator TUNNEY. Mr. Canavan can you suggest to the committee
how we can get greater energy efficiencies in heating and cooling sys-
tems without an approach such as is being used in this legislation. It
appeals to the free market desire that I have to give to the consumer
an opportunity to evaluate the efficiencies of various products and
hopefully choose for purchase the products that's most energy effi-
cient because it's cheapest?
As you heard when I was questioning Dr. Ancker-Johnson, we

could have gone to an approach of standard setting. It did not seem
to me to be wise to do it; but I would like to get your views. How can
we get greater energy efficiency in our heating and cooling systems?
You oppose the approach that the bill takes, and you state, I think

with precision, where your problems are with it. I am now asking you
for advice as to how we can get the energy efficiency that all of us
desire.
Mr. CANAVAN. Well, we are both concerned, Senator, with this prob-

lem. It's a very serious problem to us.
Our problem here is the fact that it's just about impossible for a

small businessman to provide the information necessary on a mean-
ingful basis.
Now, in other areas of activity there is a good bit of work going

on in the design field. I think the other bill does have a provision for
the establishment of certain kinds of specifications, if you will, for
energy conservation in buildings. We don't know how that will finally
come out, but that would be, from our standpoint, probably a more
practical approach.
Senator TUNNEY. Standard setting?
Mr. CANAVAN. Standard setting in a sense, but maybe not quite in

the sense you were addressing yourself to earlier, but it is standard
setting; yes, sir.

Senator TUNNEY. In your statement you claim any calculational
procedure would be immensely complex. Other experts disagree with
you. Last spring when I chaired hearings on this subject, a representa-
tive of the major air-conditioning manufacturers told me such a cal-
culation is relatively straightforward and I would like to include
pages 309 and 310 of that hearing record into the record of this morn-
ing's hearing.
At that same hearing last spring, an architect endorsed the position

of the equipment manufacturers.
Now I'm going to ask you if you can indicate to the committee why

at least certain manufacturers and architects feel that such calcula-
tions are feasible but your organization feels that it's far too complex.
Mr. CANAVAN. It's a regular procedure to prepare estimates of this

type for buildings for design purposes. However, I am not familiar
with the architect's presentation. We do expect, of course, the manu-
facturers of equipment to provide this kind of information. From our
standpoint in having experience in dealing with consumers on this
kind of issue, we know that the usage varies. And as I pointed out, such
things as orientation or even within a given area, microclimates will
vary from place to place. This will result in a variation in the energy
usage pattern.
We would not agree that it's a simple matter. To do it honestly and

meaningfully, that is.
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Senator TUNNEY. Well 
Mr. CANAVAN. They may have been talking about only equipment,

too. We would concur with that.
Senator TUNNEY. No. They weren't.
Mr. CANAVAN. They were talking about buildings?
Senator TUNNEL Yes.
Your example in exhibit A shows if an average value for heat gain

were used, that it would be 24,000 Btu's per hour. Then the variations
due to extreme differences in orientation would be less than 29.6
percent.
Now that's like predicting the miles per gallon of a Cadillac would

be 10 miles per gallon and the actual performance turns out to be
between 9 and 11 miles per gallon.
Don't you think that consumers would be satisfied with that level

of accuracy, particularly if they were told that that was what could
be expected in the way of variation?
Mr. CANAVAN. The example used in the same house. The difference

shown there is the orientation from the most desirable orientation to
the least desirable orientation. It's not a Cadillac versus a Chevrolet
question. It's the same house. The only variable is the orientation.
Senator TUNNEY. Couldn't you use the average value and give to

the purchaser some indication of what the cost was going to be? Just
as an example?
I have one personal example. I went into a home in Georgetown

when I first got back to Washington 8 years ago and—well, I had
been here, I guess, 2 years, but I had moved into a home in George-
town.
I recall getting the heating bill for the first month of operation of

the heater system during the winter months. I guess it was December;
and back 8 years ago, the cost of heating the building was $200, and
I couldn't believe it.
The place was a barn. There were obvious cracks in the wall which

allowed the heat to flow out, so I was heating up the entire District
of Columbia.
I recall the experience because I moved into another house shortly

thereafter which I purchased about the same footage, and the heating
bill was about $60 a month.
So I think that there are tremendous variations, I will agree with

you, tremendous variations in the heating and cooling of a house,
depending upon the kind of construction, the kind of insulation, and
the heating system or heating and cooling system. What I suppose
we are trying to do here is to make sure that when a purchaser goes
out to buy a home, that they are given some indication as to the amount
of money it will take to heat and cool that building which will accom-
plish two purposes.
One, it will perhaps get the builders to use better insulation, and

second, it will get the manufacturers of heating and cooling equipment
to build more energy efficient units.
You say that you just don't think that that's possible; it's just too

complicated.
Mr. CANAVAN. Well, I appreciate your concern, Senator, on this

issue. The fact is that estimates have been made right along. For
example, if you were building a house under FHA inspections, you
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would be required to make an estimate of the utility costs of that
house for mortgage and credit analysis purposes. It is an estimate.
I certainly share your concern with the rising prices. This has in-

creased costs in a very major fashion. Estimates are now made; and
I think 

Senator TUNNEY. How about giving those estimates to the consumer ?
Mr. CANAVAN. I think they are often given to the consumer now

where they can be made. They are not put out as a guarantee in any
way.
Senator TUNNEY. I don't think that this legislation should in any

way provide that guarantees are to be made as undertakings by manu-
facturers or by homebuilders. As a matter of fact, there is a specific
clause in the bill which states that it will not be a guarantee, that it
is just an estimate.
I added this language myself for reasons that I heard last year. I

said nothing in this section shall be construed to give rise to a cause
of action for damages unless a person fraudulently and knowingly gave
the purchaser or lessee false information.
The reason we did that was to protect the manufacturer and the

builder. We just didn't want a unilateral rescission of contract as a
result of the requirements of this legislation.
Well, I understand your concern with the legislation. It doesn't

surprise me. But on the other hand, I think that we just have to do
something about the energy efficiency of our housing stock in this
country, and particularly when we know that approximately 22 per-
cent of all energy is used in residences and commercial buildings. That
is a lot of energy.
It seems to me we have to have some method of developing greater

efficiencies.
I will be happy to work with your organization; but I am not sure

that we can have too much in the way of cooperation if you are absol-
utely dead set against any proposal which is going to encourage giving
to consumers an estimate of what the heating and cooling of a building
is going to be during the course of a year, particularly inasmuch as
the FHA, according to your own testimony, is requiring these esti-
mates be made for their own programs.
Mr. CANAVAN. Well, I would hope our statement did not come out

quite that strongly as you put it.
On the 22 percent, incidentally, that is all housing. The new housing

being produced 
Senator TUNNEY. I was thinking of all housing.
Mr. CANAVAN. The new housing would be less than 1 percent.
Senator TUNNEY. Certainly. Depending upon the time period, ob-

viously. That is 22 percent for all housing, commercial and residential.
Well, thank you for your testimony.
The staff has just indicated to me that apparently you provide your

builders with a calculation sheet for determining that annual operat-
ing cost. I see here in your statement, your attachment, that you have,
in box 12, estimated annual cooling costs; and then you have another
sheet for heating. So apparently that is a requirement that is already
being undertaken.
Mr. TRELLIS. Could I answer that question, sir?
Senator TUNNEY. Yes.
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Mr. TRELLIS. Rather than a requirement, this sheet you see is an
excerpt from a manual put out by the association for the builders to
help them in the design process. Most of these calculations, however,
are really not designed to be used as an estimate of consumption, but
rather to be used in determining the proper size of equipment to be
placed in the building.
The calculations are very, very approximate, very very crude. For

example, if you look on the sheet, there is a place—this is a heat gain
sheet—on the loss sheet there is a column where you have to put in a
coefficient which can vary from 0.9 to 2. When you multiply that
number by another series of numbers we are talking about a variation
depending upon qualities of windows, et cetera, in excess of 100 percent
variations. There are other worksheets provided by other 'associations,
such as the National Environmental Systems Contractors, et cetera,
which are used and again are primarily designed for the proper sizing
of equipment.
That is in no way a guarantee or even an indication of what con-

sumption is going to be.
Senator TUNNEY. But if it's good enough for the builders shouldn't

it be good enough for the consumers?
Mr. TRELLIS. Because it will not actually or accurately give a good

representation of what the utility bills will be. I think that is what
your intent is. I think that's what the legislation states its intent is.
Senator TUNNEY. What is the intent of this estimated annual

cooling and heating cost? What is the purpose of that? That is to give
the builder, is it not, some indication of the kind of unit they have to
have in the house?
Mr. TRELLIS. That is to give the builder a rough feel for that equip-

ment as compared to other equipment. That is correct.
Senator TUNNEY. When you decide the kind of equipment you are

going to use, you are deciding it on the basis of the size of the house,
the amount of square footage, and the kind of output of the heating
and cooling system; right?
Mr. TRELLIS. Well, the output is determined by this. In other words,

you select your equipment based on this plus the equipment efficiency.
Senator TUNNEY. Right. And what you do is you make an estimated

annual cooling cost and heating cost for the internal purposes of the
builder; right?
Mr. TRELLIS. Right.
Senator TUNNEY. If you are doing it for yourselves, why can't you

do it for the consumer and just share that information with him?
Mr. TRELLIS. The only problem is the number varies all over the

place. It's one thing to do it for yourself within a subdivision, to do
it for a given model house and size, but when you vary the location of
the house, the orientation, and all the other variables, and then, more
importantly, when you add usage, the true electricity bill which the
peonle receive plus when you add the utility rate structures and
variations, those bills are going to vary tremendously.
Senator TUNNEY. Of course they will vary tremendously. Of course

the cost of energy is going to change; but it would seem to me that if
you gave an average estimate and if it was factored into an assumption
as to the cost of energy, you would be protected; and particularly if, in
giving to the consumer this information, you pointed out that it was a
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rough average estimate—but I tell you one thing: When I moved intothat Georgetown house, if somebody told me that the cost of heatingwas going to be $200 a month, I wouldn't have moved in.
Mr. TRELLIS. We wouldn't have told you, because it was an existing

house. I suspect it was an older house.
Senator TUNNEY. It was.
Mr. TRELLIS. Part of what we try to do for our industry is upgrade

the standard of construction to keep with the times.
Senator TUNNEY. You know as well as I do there are great variations

now in the kind of insulation that is put into new homes and also
variations in the type of heating and cooling equipment that go in. It
can be as great, I am sure, as 200 percent difference, depending upon
the builder and the kind of insulation that is used, the kind of heating
and cooling equipment. What we are just simply suggesting is that ifthe builder himself feels that it's important to have a rough estimate
as to the annual operating costs, there is no reason why you shouldn't
give that kind of rough estimate to the consumer.
Mr. CANAVAN. I think our problem, Senator, as with the previous

witness, we don't know what the average consumer is, exactly.
Senator TUNNEY. Well, no, but you do make that kind of calculation

for yourselves as to what the average consumer is, don't you? Because
it's here in the worksheet.
Mr. CANAVAN. Yes.
Senator TUNNEY. It's here in the cooling worksheet. You go down

and talk about the number of windows, and the doors, and the number
of occupants, and the appliances, and the heat gain, excluding building
sections, and heat gain through building sections, and maximum allow-
able heat gain; and then you have the estimated annual cooling costs.
I think it's clear that you are making these calculations for your-

selves and what I am simply saying is why shouldn't this information
be shared with the consumer?
If it's good enough for you, why shouldn't you share it with the

consumer?
Mr. COAN. Senator, I am Carl Coan, legislative counsel for the as-

sociation. I think part of the problem is that even though the bill says
that nothing required by it shall give anybody a cause of action, I think
we have seen unfortunately, regulations which—and regulatory re-
quirements which develop into areas which have many imponder-
ables which wind up causing considerably more trouble than was in the
mind of the enactors when they enacted them.
The builder is a focal point for many things: he builds very complex

structures, with thousands and thousands of components. Because of
that, the least little thing goes wrong, he is immediately looked to and
called down because of it. Because of the problem in this area, we have
instituted a warranty program in order to try to provide some certitude
for purchasers with respect to the conditions of their house over a
period of years with respect to the construction of it.
I don't know how we could provide the same sort of situation in

this area. I have five children that live in a house that's the same size
as neighbors of mine who have no children. I am sure that the house
next door to me uses a considerable lot less energy. I know it does.
Occasionally I get their bills by mistake in the mail.
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It's the same house, identical. There is no diffe
rence whatsoever in

the square footage or anything. My five children, 
and my. cat, and my

dog going in and out of the house all the time h
ave a decided bearing

on my use of energy as compared to my next-d
oor neighbors who

work—both work all day long, and are gone frequen
tly on weekends,

on camping trips, and things of that nature.

There are also, within these same size houses, famili
es with six and

seven children. I know, as a matter of fact, that there
 are vast varia-

tions between these same houses, all of which have the 
same amount of

insulation and all of which have the same building t
echniques and all

are built by the same builder at the same time.
Senator TIINNEY. Of course on the calculation workshe

et, number

of occupants is a factor; and I think, obviously, it has to 
be factored

into any information that is given to the consumer.

Look, we have other witnesses and I know what your 
position is.

If you have any language that you think that is bette
r than the

language that we have in the bill as it relates to the proviso 
that there

cannot be a cause of action for rescission of the contract for 
damages,

if the information is not accurate, I would be pleased to ha
ve it be-

cause we were trying there to protect the manufacturer a
nd home-

builder.
If you have any better language you would like to suggest

, we

would like to have it.
Mr. COAN. Well, Senator, I am not sure we can really com

e to an

agreement on this basic thing. We will explore it.

Senator TI7NNEY. Thank you.
It goes without saying that if you have anything else you would

like to submit to us in addition to your statement, I hope that
 you

will.
Mr. CANAVAN. Thank you.
Senator TUNNEY. Thank you very much.
Our next witness is Mr. Eric Fine, George Washington Univer

sity

Law Center, accompanied by Mr. Louis Ebert and Ms. Julie Hamos
.

STATEMENT OF ERIC FINE, MEMBER, HOUSE INFO; ACCOMPAN
IED

BY JULIE HAMOS ; GLENN A. GOLDBERG; LOUIS EBERT ; AND JOHN

BANZHAF

Mr. BANZHAF. I am Prof. John F. Banzhaf III, of George Wash-
ington University Law School. With me is the student group known

as House Info, which has been doing a study of exactly this problem

since September.
They would like to present their conclusions to you. However, to

make their testimony plainer, I think I would like to take just a mo-

ment if I can, to disabuse you of two notions which I think the Na-

tional Home Builders, with all due respect, have set up as strawmen.

The first is that what we are looking for and what we must have is

an estimate of consumption. I think a little reflection will show what

we are really interested in is an estimate of relative consumption.
You don't have to know exactly how much house A, or house B, or

house C will cost you. What you do have to know is that house B is

likely to cost you twice as much as house A, even though the individual

figures will vary.
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This is what is going to make your market approach work.
The second strawman, which I think was set up and which I would

like to disabuse you at at this point, is the problem that this proposed
formula cannot take into account the variables mentioned by the Home
Builder Association.

Senator, these variables are worked into the formula. If you take a
look at the testimony of the Home Builders, you see their very own
worksheets take into account the orientation of the house, how many
windows face north, south, east, and west.
Yes it's a variable, but the formula takes it into account.
Another strawman they throw up is the number of occupants.

Again if you have five children, a dog, and a cat, you know that any
estimate you are given is going to be less than your consumption. On
the other hand, if you are a single person in the same size house you
know your consumption will be less than a reasonable estimate. What
we feel the buyer needs is some relevant information of the estimate of
relative consumption and, in direct contrast to the testimony you
heard, we would like to argue that such a formula already exists.
Without any further delay and obfuscation and studies, it can be en-
acted and become effective now where it can have an immediate im-
pact on the energy crisis.
On my right is Mr. Glenn Goldberg, an instructor in law at the Na-

tional Law Center. He has worked closely with the project and super-
vised it.
I would like to have him introduce the project and the members to

you.
Mr. GOLDBERG. Mr. Chairman, the House Info group will file today

at the FTC a major legal petition for rulemaking which would require
the affirmative disclosure to potential homebuyers of certain material
information with respect to the estimated annual climate-conditioning
costs and energy efficiency of new single-family homes.
This petition, obviously, dovetails both in shared objectives and

common approaches with your legislation, S. 349, the Truth in Energy
Act of 1975.
The members of House Info are most grateful and appreciative for

this opportunity to briefly explain our petition to this committee, and
to. present our reasoned thoughts and conclusions on your important
and innovative bill.
Eric Fine, seated directly to my right, will initially document the

compelling need for legislative and agency action in this area.
Louis Ebert will explain the House Info petition filed with the

FTC, and Julie Hamos will convey our strong endorsement of S. 349
and suggest one important modification that can substantially improve
its effectiveness.
At the conclusion of our testimony we would be most delighted to

answer any questions you might have.
Mr. FINE. Mr. Chairman, when a potential homebuyer visits a new

home, he is bombarded with a wealth of advertising materials. He
is advised about esthetic features, cost and financing arrangements,
neighborhood characteristics, and growth potential, and about school,
recreation, transportation, shopping, and sewer facilities.
What he is not provided with, however, is what he desperately needs

most in the3e troubled times of double-digit stagflation and the energy
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crisis—reliable, clear, easy-to-use information relating to the energy

efficiency, or as the case may be, the energy wastefulness of the home;

in other words, although he may know the purchase price and monthly

mortgage payments, he has no idea of what it will cost to heat and

cool his home, nor can he compare these costs with similar houses he

is also considering.
Consequently, and regrettably, the biggest, most important and most

complex purchasing decision a consumer will ever face must be made

without the benefit of that information truly indispensable to an in-

telligent, well-reasoned and informed choice.
How is the homeowner to know if he has this, R-19 insulation, or

this, R-3 insulation? The R-19 insulation can be three times as effec-

tive in preventing heat from escaping from the house. He can't look

inside the walls, nor is this information included in the multicolored

brochures he receives.
It doesn't have to be this way. We don't have to go on paying more,

and wasting more valuable resources. The members of House Info are

here today to discuss our suggestions for preventing this waste and

to support and try to aid this committee in its efforts to do the same.

By adopting our proposed rule, which requires the disclosure of

estimated heating-and-cooling costs of a home, American homebuyers

could save between $36.4 billion and $49.5 billion by the year 1985,

according to FEA estimates. The total energy savings would be equiv-

alent to between 4 and 5 billion barrels of oil. Unlike many other

energy proposals being considered by Congress, it is submitted that

this proposal could be implemented almost immediately at very little

cost to the consumer, the builder, and the Government.
Despite the current recession, there were 825,000 single-family units

started in 1974, constituting over 65 percent of all residential units

built that year. The single-family home is here to stay. In the year

1973, household markets alone consumed over one-fifth of the total

energy supply. Both FEA and HUD, eying this waste of scarce re-

sources, have concluded that approximately 40 percent of the energy

utilized in single-family homes could be saved.
Senators, we respectfully submit that the enactment of our pro-

posed rule is vital to the realization of these savings.
People are beginning to demand the information that our petition

will provide. For instance, Family Circle magazine advertised plans

for an energy-efficient house for sale at $10 per copy. Within 3 weeks,

3,000 readers of this magazine of limited circulation had ordered the

plans.
Quality builders have also begun to find that the construction of

energy-efficient homes is to their economic advantage. One builder,

P. Schmidt, Inc., brags about a model house that he has constructed

which, for an additional cost of only $600, will save homeowners $280

a year in fuel bills.
The enactment of our petition could help to turn an energy crisis

into an energy advantage—an advantage for builders in constructing

higher quality homes, for homebuyers in conserving fuel and costs,

and for the Nation as a whole in conserving our scarce energy supply.

Mr. GOLDBERG. Louis Ebert will now explain the nature of our peti-
tion to the FTC.
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Mr. EBERT. Mr. Chairman, under the terms of our proposal, any
seller of a single-family home would be required to provide a potential
purchaser with a Home Buyers Information Sheet, which would con-
tain all of the material energy efficiency information necessary to a
rational and more perfect purchasing decision.
We have prepared a mockup Home Buyers Information Sheet so

that you may more easily understand our petition.
As you can see, the sheet would disclose the estimated annual costs

of heating and cooling the home and the type of energy used for the
heating system and the hot water heating system. You can also see it
would vary in relationship to occupancy, orientation, and other factors.
It would also disclose how well the house is insulated by stating the
type and the "R—value" of the insulation.
R—value is a measure of the heat resistance of the insulating material

and is important because it directly affects a consumer's fuel bill. The
higher the R—value, the better the insulation.
Our proposal would also require that the presence of single or double

glazing in the windows and doors be indicated. All conditions being
equal, double-glazing is superior to single-glazing in retarding the
transmission of heat, thereby aiding in energy conservation.
Let us attempt to demonstrate how this sheet could be used by con-

sumers in comparative home shopping. The calculation of annual
heating and cooling costs has been made possible by the development,
publication, and acceptance of a formula by the housing industry.
Mr. Chairman, suppose that you were to shop for an average, three-

bedroom home in Columbus, Ohio. Let us further assume that this
house has a gas heating and cooling system, that it has fiberglass insu-
lation, ceilings with R-7 insulation, walls with R-0 and floors with
R-7 insulation, and single-glazing in both windows and doors. At the
cost of 20 cents per therm of gas, you could expect to spend $374.16 for
heating and $107.79 for cooling, for a total of $481.95 per year.
Now suppose that you were to look at a house of comparable size

right across the street. It also uses gas for heating and hot water, and
has fiberglass insulation. But its ceilings have R-19, its walls R-11 and
its floors R-7 insulation, and it has double-glazing in the windows and
doors.
The estimated costs of heating and cooling this home are $183.67

and $66.60 respectively, for a total of $250.27. Now remember, Mr.
Chairman, that the total fuel bill of the first home that you looked at
was $480.00 while the second home was about $250.00 per year. All
other things being equal, Senators, which home would you buy ?
I am afraid too much emphasis today has been placed on presenting

an estimate which is perfectly accurate. This is not the definition of an
estimate. Based on our research this is the best formula available for
determining costs. Action is needed now, not after years of research.
I would also like to comment on Mr. Canavan's statement about the

difficulty in computing this estimate.
I have no engineering background and not much mathematical back-

ground either. On Sunday, I used the insulation manual put out by the
Home Builders Research Foundation which not only includes the work
sheet that was presented in Mr. Canavan's exhibit, but also estimates
of heat loss that you can expect from different variations in the types
of insulation that you put in.
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Using a calculator, it took me roughly an hour or two. The formula

which we have just used to compute these heating and cooling estimates

has been developed by ASHRAE, the American Society of Heating,

Refrigerating and Air Conditioning Engineers, Inc.
ASHRAE has approved and published this formula in its Guide

and Data Book, the standard reference source used by engineers 
and

architects in the climate conditioning industry. The ASHRAE f
or-

mula yields the amount of energy which will be consumed. Cons
e-

quently, in order to frame the figure in dollars and cents, we 
have

utilized the modified formula devised by Arthur Johnson and Ral
ph

Johnson of the National Home Builders Research Foundation.

Not only is the proposal which we have outlined for you today

necessary and useful, but it could be implemented quickly, effectiv
ely

and with the imposition of minimal cost upon the Government, 
the

builder, and the consumer. As we have shown, our proposal is nec
es-

sary because of the compelling societal need to conserve energy, to

fight inflation, and to provide consumers with the material energy

efficiency. information necessary to intelligent, comparative home

purchasing.
Our proposal is useful because it would provide the consumer with

the necessary information in a clear, concise and readily understand-

able format. Since all the technology and informational items required

to complete the sheet are presently easily available to the builder, our

proposal could be implemented immediately upon enactment. Since

our proposal would require that the buyer acknowledge in writing the

receipt of the Home Buyers Information Sheet, we can be assured

that compliance will be maximized and enforcement facilitated.

As we have demonstrated, the only additional burden placed upon

the builder is the cost of calculation and distribution of the Informa-

tion Sheet. Surely, when these nominal costs are weighed against the

billions of dollars and millions of gallons of fuel that can be saved,

as well as the prospect of a more perfect marketplace, the choice is

clear.
Senator TITNNEY. I would like to ask you if you feel that the FTC

has the power to make these rules absent any additional legislation.

Have you done any research on that?
Mr. EBERT. This you will find in the legal section of the petition we

are filing at the FTC today. We have made the argument that it is an

unfair and deceptive trade practice for any seller of a new single-

family home to fail to disclose the information provided in our in-

formation sheet.
Mr. BANZHAF. Mr. Chairman, the FTC was recently given by Con-

gress greatly broadened powers. There is no longer any question about

their power to issue trade regulation rules which would be binding.

They have issued trade regulation rules relating to a variety of things,

even small things like light bulbs.
We feel there is no question of their power to do the same for hous-

ing. There may be, quite frankly, some question as to their willingness.

Although I feel the same way you do, that. the authority under your

bill should go to the FTC rather than the Department of Commerce, I

would like to point out that a similar student group working with me

last year filed with the FTC a petition asking the FTC to publish a
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trade regulation rule requiring energy efficiency labeling on all air-
conditioners and on all advertising for air-conditioners.
To the best of my knowledge, no action whatsoever has been taken on

that petition to date; in other words, they have not even taken the first
step, which would be the publication of this rulemaking petition in the
Federal Register, so as to invite comments.
For some reason the Department of Commerce has moved more

quickly than the FTC. Perhaps when the FTC is before you tomorrow,
you might ask them why they have sat so long on this petition and
others before them.
Senator T UNNEY. Well, we can ask them that and we will.
I certainly am supportive of the concept in your petition. I haven't

had the opportunity yet to read it, but from the way you described it,
I am supportive of what you are attempting to do. I think it is most
important, because I just can't help but feel that we are not only talking
about dollars and cents that we are going to save the consumer, but we
are also talking about national security when we talk about the amount
of oil that is needed to run this country.
We have had Secretary Kissinger threaten recently the OPEC coun-

tries with the possibility of armed intervention, and if the oil crisis is
serious enough to elicit this kind of threat, it seems to me that we want
to be prepared on the homefront to do the kinds of things that are
going to result in substantial savings of energy to the extent, in the case
of home heating and cooling, of being able to completely eliminate,
at least for the next few years, any need for Arab OPEC oil.
We could have sufficient energy savings if we could cut back, say,

15, 20 percent the amount of energy used in home heating and cooling
to almost totally eliminate the amount of oil that we are getting from
the Arab and OPEC countries.
Mr. BANZHAF. Mr. Chairman, we couldn't agree with you more. To

amplify, it seems many of the proposals presented to Congress to meet
the energy crisis involve a very difficult weighing and balancing of
advantages and disadvantages, costs and benefits.
Should we substantially increase the import tariff, which would

reduce our consumption of oil, but would also place a great burden on
the consumer and increase inflation? Should we ration gasoline, which

would be a tremendous imposition on the consumer, and so on.
We think ours is one proposal which has no major disadvantages.

It saves fuel, it saves money. All we are asking, as you yourself have
suggested, is to take the kind of information that these homebuilders
are already computing and using, to select heating and cooling equip-
ment, and making available within the industry, and saying in effect,
let's let the consumer take a look at it.
To a certain extent it's a truth in information bill for homebuilders

and home buyers. It gives the consumer the right to get the same in-
formation that the homebuilder and the appliance manufacturers
already have and are utilizing.
Senator TIINNEY. Yes; and it represents a far smaller intervention

of government into the affairs of the individual than any of the things
that you have suggested like the tariff increase, the rationing of gaso-
line, the allocation of petroleum from one sector of the economy to
the others.

51-440 0 - 75 - 6
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Ms. Hamos, we haven't forgotten you.
Would you like to say a few words?
Ms. RAMOS. Yes. I would like to comment on the two bills pending

before this committee.
As we have told you, we are today filing our petition before the FTC

which would require the affirmative disclosure of energy information
on our "Home Buyers Information Sheet."
However, as you know, absent legislation of the sort that is being

considered by this committee, the Commission has no duty to act in
this area and has acted in fact upon similar consumer petitions with
a regrettable lack of speed.
Thus while we urge the Commission to act favorably upon our com-

mission, the possibility of future Commission action cannot relieve
this Committee of its own obligations to enact truth in energy legis-
lation.
House info heartily endorses the concept embodied in both S. 349

and S. 594, but we would prefer the enactment of Senator Tunney's
Truth in Energy Act rather than President Ford's National Appliance
and Motor Vehicle Energy Labeling Act. Why?
S. 349 would bestow authority upon the FTC, a longtime independ-

ent and nonpartisan regulatory agency, to administer and enforce the
energy disclosure program.
The Commission, an acknowledged champion of consumer causes,

has already accumulated expertise in the area of affirmative disclosure
. of product information, and thus could more effectively supervise and
disseminate the energy disclosures required by the two enactments
than the President or his representatives.
So, S. 349 is the statute we would like to see enacted, but we would

propose one major modification. It is true that in present form S. 349
would disclose to consumers how much fuel a given climate condition-
ing system would theoretically consume each year. While this informa-
tion would be useful and is not presently available to consumers, it
would not provide the most accurate possible picture of fuel operating
costs.
This is because, to obtain a true estimate of annual heating and cool-

ing costs, the system must be evaluated in the context of the home in
which it operates. For example, geographical conditions, insulation,
and square footage of window area and other similar factors may
substantially affect the consumer's ultimate fuel bill.
While S. 349 is a praiseworthy first step, the incorporation of our

petition and the formula described therein could yield a much more
accurate estimate. A high efficiency heating system placed next to half-
inch wall insulation will neither save fuel nor heat anything but the
garden outside. We are convinced that an effective home energy con-
servation program must incorporate all of the factors that account
for energy wastage in the house—in short, home buyers must be made
aware of the energy efficiency of their entire home, not merely of the
individual components, whether they be a dishwasher, a television, or
a heating system.

Therefore, we propose that those sections of S. 349 relating to
climate-conditioning systems in residential, single-family homes be
deleted and considered separately.
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We respectfully submit that the Senate Commerce Committee
should amend S. 349 so as to substantially incorporate the provisions
of our petition to the Federal Trade Commission. Following this
suggestion the committee would not only make possible a truly ac-
curate portrayal of expected fuel costs of the entire home, but would
also obviate the necessity for enduring prolonged months or years of
technological and methodological research and development before
the intended information and benefits could accrue to the consumer.
In the case of major appliances, it will, unfortunately, be necessary

to await the results of FTC research for devising reliable methods
to ascertain the fuel-operating costs. Where, as in the case of auto-
mobiles, there is already in existence a valid methodology, the statute
requires that that methodology be imposed.
Why doesn't the committee take the same approach with home

annual cooling-and-heating costs? Such an approach seems compelled
by the availability of an already accepted formula. An unprecedented
opportunity exists to bestow immediately upon enactment of this legis-
lation substantial and desperately needed benefits upon a consuming
public that demands and needs action now. Will the public get 1t?
Frankly, we are concerned about the tremendous time lags that have

prevailed in the case of other key legislation. For example, we have
examined the Motor Vehicles Information and Cost Savings Act of
1972, which directed the Secretary of Transportation to conduct a com-
prehensive study by the end of 1973 with regard to the damage suscep-
tibility and degree of crashworthiness of passenger automobiles.
Important insurance cost comparisons based on the data were to

follow, with completion set for February 1975. At $3 million per year,
where are those studies? DOT tells us they are still working on them.
In addition, in 1972, a $1 million study was commissioned by the

National Institute of Mental Health to devise a television violence
indexing system. The report will not be completed until 1976, and its
findings will not be ready for implementation for several years after
that.
In another instance, the National Traffic and Motor Vehicle Safety

Act of 1966 ordered DOT to promulgate schoolbus safety standards.
To the best of our knowledge, a petition for rulemaking is, to this day,
awaiting action before the DOT.
Mr. Chairman, we strongly support the urgent need for legislation

to promote more efficient uses of energy and to eliminate unnecessary
wastefulness. Why not act now when the methodology is already avail-
able and in use and further delay should not be tolerated.
Senator TIINNEY. Thank you very much.
Mr. GOLDBERG. May our petitions be placed in the record of this

proceeding?
Senator TIINNEY. Yes. It will be placed in the record.1
I want to set the record clear with regard to the comment you made

that the labeling as to annual estimated operating costs in the legisla-
tion applies only to the heating and cooling equipment, not to build-
ing as a whole.

1 See p. 184.
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In rereading the section, I think you are right. That was not my
intent to have that be the case. We will have to make some changes in
the language of that section.
MS. HAMOS. We hope so.
Senator To-NNEY. I appreciate your calling that to our attention.
Mr. BANZHAF. Mr. Chairman, I think you are going to get some

objections from the homebuilding industry and others to adopting
either by FTC action or action of Congress any given formula for
estimating relative costs of heating or cooling homes. You will be
told again and again of the many different factors which can vary
and affect the estimates.
I think it is rather important to point out that many of these

factors which the Home Builders Association claim will vary the
formula are already, in fact, bulit into it.

There seem to be very few which have been mentioned which can-
not be built into it. The one which cannot obviously be built into any
formula is the user: How many children does he have, how often do
they run in and out, how does he set his thermostat, et cetera.
Yet one could measure the energy consumption of a home with no

users in it, and use that as an estimate not of the total cost of con-
sumption, but of the relative cost. By way of analogy, you and I
might drive cars differently, I with a heavier foot than you, but we
nevertheless know if I drive a Cadillac, I will get lower gas mileage
than I would driving a Volkswagen.
I think it might also be fair to suggest to your committee the legis-

lative technique of saying that this formula will be enacted into law
unless someone else can come up with a better one within a reasonable
time limit. There is a standard. We believe it is the most accurate
that exists.
The figures that we have seen indicate that the formula will pro-

duce variations of up to about plus or minus 10 percent between actual
and predicted home heating and cooling costs, but that your mean
variations will be only on the order of 3 to 5 percent.
If the homebuilders, the Commerce Department, or anyone else

feels they have a better formula, if anyone feels that a further refine-
ment is necessary to include a different factor, set a very short time
limit, require them to come in and prove this, and then, perhaps, use
a different formula.
We believe the formula does exist which could go into effect to-

morrow. These calculations are already being made by the home
manufacturers. When we talk about $30,000 to $100,000 homes, it is
no great burden to make these calculations nor to make them available
to the public.
We hope we might get swift action on this very important means

of saving energy and money.
We thank you for the opportunity to appear.
Senator TuNNEy. Thank you very much. We appreciate the work

all of you did in preparing your testimony today.
Our final witness is M. Lawrence G. Spielvogel, consulting

engineer.
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STATEMENT OF LAWRENCE G. SPIELVOGEL, CONSULTING
ENGINEER

Mr. SPIELVOGEL. My name is Larry Spielvogel of Wyncote, Pa., and
I am pleased to offer my testimony today on the Truth in Energy Act
of 1975, S. 349.
I am a consulting engineer dealing exclusively in energy manage-

ment in buildings, having spent my entire career in this field. I have
a B.S. degree in mechanical engineering from Drexel University and
have studied at the graduate level at the University of Pennsylvania.
I um a registered professional engineer admitted to practice in 26
States.
My major field of endeavor is consulting on energy systems in build-

ings to architects, engineers, and building owners and have been in-
volved in numerous major building projects throughout the country.
One project that you may be familiar with is the GSA Manchester,
N.H., Federal Office Building, which is the GSA energy conservation
demonstration project. 5

I am also a very active member of the American Society of Heat-
ing, Refrigerating, and Air Conditioning Engineers, a technical soci-
ety, and am currently serving as chairman of their computer ap-
plications committee and as a member of the executive committee of
standard 90P, energy conservation in new building design, and as
chairman of the 90P panel on heating, ventilation, air-conditioning
systems.
ASHRAE standard 90P is intended to be a national voluntary con-

sensus standard, in accordance with the procedures of the American
National Standards Institute. This standard was initiated at the re-
quest of the National Conference of States on Building Codes and
Standards and should be completed and issued by the summer of 1975.
It is intended to serve as the technical basis for legislation in those
States and cities which wish to adopt it. Compliance with the stand-
ard will yield a building whose occupants should be able to operate it
at minimum levels of energy consumption.
The definition of "lease" on page 6, line 3, would indicate that this

act applies only to those lessees who pay for the costs of the energy
they use for climate conditioning and would not apply to those lessees
whose utility costs are included in the rent. The determination of who
pays the utility costs is very much a local choice and depends upon
the type of building involved and the manner in which similar types
of buildings in that area handle utility costs. If this act does not apply
to those situations in which utility costs are included in the rent, I fore-
see a vast and rapid shift in climate conditioning systems concept which
might well prove to be counterproductive, in that building owners
would no longer be motivated to install more efficient central climate
conditioning systems, but would rather opt to install a system for each
tenant and let him pay for the cost of operation. This would probably
have the effect of increasing the cost to the ultimate user as well, since
there would be no motivation to buy energy in bulk and, therefore,
achieve a lower cost. Should the lease include utilities as well as an
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escalation provision on the rent due to increases in utility and fuel
costs, there would be some confusion with respect to the applicability
of this act, since the lessee would only be paying the increased por-
tion of the costs.
The definition of supplier on page 6, line 18, with respect to climate-

conditioning systems should be expanded to include architects, deal-
ers, and owners, all of whom on occasion design climate-conditioning
systems for buildings. Most State and local laws do not require that
a licensed engineer or contractor design or install climate-conditioning
systems.
I am not aware of any capability within the FEA to establish model

calculation procedures for determining estimated annual operating
costs for climate-conditioning systems. In fact, there is very limited
agreement amongst the few experts in the field. This subject has been
a highly controversial one for many years.
Other than for single-family houses, there is only one building in

the country that has been sufficiently instrumented and tested to ac-
curately determine its energy use and verify the validity of some of
the calculation procedures that have been developed.
The calculation procedures for estimating heating energy consump-

tion in single-family houses—the degree-day method—are reasonably
well established by ASHRAE, although it should be recognized that
they were originally developed in the 1920's when houses had little
insulation. The degree-day method estimates fuel consumption as a
function of ambient dry bulb temperatures. As we insulate houses bet-
ter, the degree-day method to lose accuracy rapidly, since a significant
proportion—up to 50 percent—of the heating energy requirement to
overcome air leakage becomes influenced by wind velocity and direc-
tion. Engineers in England are beginning to look at the wind-temp
factor as being more significant than dry bulb temperature.
The calculation procedures for estimating cooling energy consump-

tion in single-family houses are less established, and much less ac-
curate. Reference to actual metered energy consumption data for iden-
tical houses in the same development shows variations of as much as
2 to 1 for both heating-and-cooling energy consumption.

Senator TUNNEY. Could you stop there and say primarily why that
is true?
Mr. SPIELVOGEL. It is primarily the living habits of the people. These

houses are in an area where the living habits and socioeconomic ele-
ment have been equalized as much as possible.
The calculation techniques for estimating energy use in buildings

other than single-family houses are generally available, but have not
received wide use primarily because of the cost involved in doing so.
These costs can range from a minimum of about $1,000 up into the
tens of thousands of dollars for each building, deepnding upon the
particular building at hand. Even having done this, there would be no
assurance that the actual energy use would be even with 100 percent of
the estimate, depending upon the assumptions made as to the use/ of
the building. Note the wide discrepancies in the the facts presented
in the attached paper, "Actual Energy Use in Buildings."

For a more detailed discussion of energy estimating methods refer
to chapter 43 of the 1973 ASHRAE handbook.
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During the 1960's we saw the battle of the fuels in which the sup-
pliers of electricity, natural gas, and oil conducted very aggressive
marketing programs in an effort to increase their share of the market
for climate-conditioning energy. As a result of that fierce competition,
it became necessary for the fuel-and-energy suppliers to prepare esti-
mates of operating costs for each building that they were competing
for. This made us aware that the techniques for estimating energy
consumption prior to the late 1960's were very much lacking. Subse-
quently, computerized techniques were developed which enable the
professional to estimate the energy consumption of a building with a
fairly good degree of accuracy, provided he knows in great detail
how the building will be used hour by hour throughout the year.

Unfortunately, this becomes a big stumbling block in estimating the
energy consumption, since people rarely ever use buildings in the
manner in which the design professional thought they would. As the
attached paper, "Actual Energy. Use in Buildings," shows, the biggest
single factor in determining the amount of energy used in a building
is the people and the way in which they use the building, much more
than the building itself and its energy-consuming systems.
One of the big problems that I foresee, having established an

"Energy Cost Budget," is that in most cases it will be impossible to
verify or confirm the energy costs associated with the climate con-
ditioning systems. This is due to the fact that in virtually all instances
electricity is metered either once per building or one per tenant, and
there is no way short of extensive and expensive submetering, to
determine how much energy is being used for climate conditioning.
Then, even if chillers and heating equipment were metered, there are
still many other climate conditioning devices such as fans and pumps
which would be expensive and impractical to meter. In many buildings
the energy consumed to move energy around a building namely by
the fans and pumps, can be more per year than the energy consumed
to heat and cool a building.

Studies on the energy consumption of "identical" buildings with
identical systems in operation have shown that even for single family
houses, that the heating and/or cooling energy can vary by as much
as two to one. In all other building types this variation can be 10 to
1 and more.

Consider the case of a 1,000 square foot office which might be rented
and used by a psychiatrist 3 days per week with an annual climate
conditioning energy cost of $300. Replace the psychiatrist with a
computer operating 7 days per week and the annual climate condition-
ing energy cost could easily jump to $5,000 for the identical office. 

iThere is also a problem n defining estimated annual energy costs
in view of .the many and varied utility rate structures, both with re-
spect to demand charges and energy charges for both electricity and
natural gas. Operating costs could be computed on an "average cost"
basis which would be very simple to do, but could yield cost errors of
50 percent or more, due to the rate structures.
In the industry, we have traditionally used the "incremental cost"

concept since it takes into account all other uses of energy and the way
those uses are integrated with the energy used by the climate condi-
tioning systems. This can be a difficult and expensive task to perform.
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I am concerned about the liability and professional liability exposure

of building owners, architects and engineers with respect to purchasers

or users bringing suit when there is a wide discrepancy between the

energy cost estimate and the actual energy bill, even though the basis

for the estimate was clearly and accurately stated. I am particularly

sensitive to this, having recently been an expert witness in lawsuits

where this very problem existed. My lawyer friends tell me that there

is really not too much precedent in this area and that the many and
complex technical issues involved would make such lawsuits extremely
expensive to pursue.
In view of the fact that buildings for lease in which the operating

costs are included in the rent are not subject to the provisions of this

act, and since the establishment of reasonably accurate and verifiable
estimated operating costs for climate conditioning systems in build-

ings other than single family houses—and possibly apartments, town-

houses, condominiums, and mobile homes—is very questionable at best,
I recommend that you eliminate all buildings other than residential

from this act.
Furthermore, once the building has been occupied, the energy costs

are known for at least one set of conditions. Since there are many more
existing buildings than new ones, and since there is a high rate of
turnover in these buildings, I suggest this bill be changed to cover
existing buildings rather than previously unoccupied buildings, and to
require that the seller or leaser of any building or portion thereof dis-
close the energy cost when they can be determined.
Doing this would probably have 10 times the impact that the cur-

rently proposed bill would have. This would not only be of value to
the purchaser or lessee, but would also serve the lending community
in evaluating the ability of the mortgagee to meet his financial com-
mitments. Doing this would enable the use of facts rather than esti-
mates, at least under the circumstances which the current owner or
tenant used the building.

Senator TIINNEY. Thank you very much Mr. Spielvogel. I think
that you are familiar with the fact that the legislation S. 349. contains
a proviso that nothing in the legislation shall be construed to give rise
to a cause of action for rescission of any contract for damages unless
the supplier or person fraudulently or knowingly gave the client,
purchaser or lessee false information on annual operating costs.
We have attempted to address that problem that you raised in your

testimony that it would—if this bill passed—expose the manufacturer
or the architect, the builder to these kinds of liabilities if there is a
variation between their estimated cost of heating-cooling the building
and the actual cost.
I think you are right when you say that we can include existing

housing stock in the legislation and it would have a much greater
impact than just including new buildings or unoccupied buildings.
As a matter of fact, last year I wanted very much to include existing

buildings in the legislation but if you think that this bill evokes a
cry of outrage and despair, you ought to have seen what happened
when we talked about including all existing buildings. People were
saying that this some way invaded their privacy to have to give to a
prospective .purchaser or lessee information as the annual heating-
cooling costs based upon experience.
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I personally do not feel that this represents that type of violation
of a person's privacy. Certainly it represents to me much less of an
intrusion than gasoline rationing; but there are others, I guess, who
feel differently about it. I can't help but think if we could save
several tens of millions of barrels per year of energy as a result of this
kind of legislation getting home builders to produce more energy-
efficient housing stock that we would not need perhaps the kind of
rationing that some are talking about; but at any rate, it just doesn't
make any sense to me to say that we should not proceed with the
legislation because it represents an intrusion on privacy.
The technical problems are very important and we don't want to

pass legislation which is going to require an estimation of costs that
cannot be made. As I gather from your testimony, the bottom line for
you is that it would be very difficult to estimate the cost but that it
is not impossible to do it, particularly if you are talking about rela-
tive costs rather than absolute costs.
Mr. SPIELVOGEL. Yes, sir. Within the industry, most of the analysis

that we have made have been for new or proposed buildings, the intent
being to look at relative energy consumption.
Now that we are going back into many of our existing buildings

and trying to use these same techniques to evaluate making changes
to existing buildings, we find that it is a problem of a much greater
order of magnitude primarily due to our lack of knowledge about 

iwhat really goes on n buildings; and it is the people that influence
it more so than the equipment itself.
Senator TuNNEY. Yes, that's true, I am sure. The standard pro-

cedure would be one in which the number of persons in the family, the
age of the family members, all has a tremendous impact; but I a,m
also conscious of the fact that depending upon the amount of insula-
tion in a home and upon the heating and cooling equipment, we would
have great variations, too. It doesn't seem right to me, at a time when
energy is becoming a matter of national security, for us as a Nation, to
allow poor insulation in homes to remain the rule rather than the
exception to the rule.
When I say "allow it" I am not talking about any government edict

now specifying the kind of insulation that each building should have,
but I am talking about not encouraging greater energy efficiency on
the part of homebuilders as well as the residents of homes.
Mr. SPIELVOGEL. Mr. Chairman, I can appreciate many of the

criticisms that are being made; and I would like to cite two examples
that would show the reason for some of these criticisms.
One example would be the case of a friend of mine who built a home

in surburan Philadelphia that was essentially the same size, shape
and orientation as his neighbor's home. In his particular case he had a
beautiful view. He decided to make one entire wall of his three-story
house out of clear single glass. He ended up having to put in a furnace
that was 50 percent bigger than his neighbors' furnaces.

1113 was concerned about getting oil in the winter so he put in an oil
tank that was twice as big. As neighbors do, they compared oil bills.
His oil bill was less than half that of his neighbors; the reason being
that his glass wall faced south and he was able to use passive solar
energy.
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The second example I would like to cite is two identical houses, one
of which has the most inefficient window air-conditioning units that
can be purchased today. The second house has the most efficient central
air-conditioning unit today. It turns out that the house with the most
efficient central air-conditioning unit uses twice as much energy for
cooling as the house with the least efficient window units, because in
order to cool any one room in the house with central air-conditioning,
you have to air-condition the whole house, whereas with window units
you only have to run the unit in that one window.
So these are some of the reasons why the subject is as complex as it

is, and you can see the natural forces and the people intervention that
really are very difficult to put into a formula.

Senator TUNNEY. You make the point, as I understand it, that lowest
energy consumption does not always lead to lowest energy costs in
commercial buildings.
Mr. SPIELVOGEL. Yes.
Senator TUNNEY. Is it true that if you were given detailed informa-

tion as to the use patterns and other requirements applying to com-
mercial buildings, you could predict the energy requirement with
pretty good accuracy?
Mr. SPIELVOGEL. Yes, sir.
Senator TUNNEY. You might go to a less energy efficient design,

however, to lower operating costs and/or capital costs?
Mr. SPIELVOGEL. That would depend very much on the financial

motivation of the owner; and in most cases the motivation is a finan-
cial one. The specific point that I made, that I think you are question-
ing, deals with two things, the biggest one of which is the manner in
which utilities are sold.
Earlier you heard testimony about the average cost of electricity.

Well, I can show you places where the average cost of electricity really
does not 'mean that much when it comes to determining the operating
costs of appliances and climate conditioning systems; and there is a
variation of 1,000 to 1, even within a given utility.
In Philadelphia, where I am familiar with it, depending upon when

you use that kilowatt hour, you can still buy it for less than a penny
or more than $4, for that 1 kilowatt hour.

Senator TUNNEY. One of the things that occurs is the question as to
how you can develop a formula on relative costs in heating and cool-
ing a house. Would it make any sense to try and develop those esti-
mates on the basis of a home that was—let's say—occupied by two
people or standard family with two adults and two children, or do
you feel that the variation is so great that any figures that you got
from that kind of an estimation would not be valuable to the potential
consumer?
I ask the question recognizing that what we have got to be dealing

with here is relative costs rather than absolute costs; and what we are
trying to do is fashion legislation that will give to the consumer some
indication of what their relative cost will be as contrasted with other
homes that are of a similar size.
Mr. SPIELVOGEL. Well, first of all in housing, the people influence

is not nearly as great as it is in most other kinds of buildings. Second,
the techniques that are used for estimating energy consumption could
be used to provide an estimate based on some reasonable number of
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assumptions. However, the problem is not as simple as some of the
previous witnesses have indicated. It is a matter of becoming far more
informed than even the preceding witnesses who have spent a good
bit of time studying the question. It is just a very complex question
that you are trying to apply very simple conclusions to; and I am
afraid you can't do it.
The house with the glass wall that I cited is one such example which

would not be evident by any of the formulations that were earlier
proposed.
Senator TUNNEY. Have you seen the formula?
Mr. SPIELVOGEL. Oh, yes; I am quite familiar with the general

formulas.
I might also add that the witnesses who testified that ASHRAE

endorses and recommends these formulas ought to read the source
they came from more closely. There are many caveats associated with
the use of those formulas. I have cited those in the references.

Senator TUNNEY. How expensive is it for the builder to make the
estimates that he does make as to the costs of heating and cooling in
buildings?
Mr. SPIELVOGEL. I would say that the costs, the way they are now

estimated, are insignificant.
Senator TUNNEY. What would the cost be if this bill were passed?
Mr. SPIELVOGEL. Well, without knowing the techniques that were

being used, there are techniques available that could well cost more
than the house.

Senator TUNNEY. Oh, well; yes, sure. You can take it out to ridicu-
lous lengths. Clearly we have no desire to see that happen. We are talk-
ing about trying to get some kind of averaging estimate. What do you
think that would be? What would be likely? Not taking the worst case
nor the best case, but if this legislation should pass; what do you
think it would cost to get a decent estimate of what the annual operat-
ing cost would be?
Mr. SPIELVOGEL. I would guess, based on what might be proposed in

the way of an estimating technique, a cost of several hundred dollars
per house.
Senator TUNNEY. Several hundred dollars per house?
And yet you say that it doesn't cost hardly anything at all now, it is

insignificant, when builders make these estimates for themselves?
Mr. SPIELVOGEL. Yes.
Senator TUNNEY. Where is the difference in price? Why is it going

to cost several hundred dollars if this bill passes and it doesn't cost very
much now, but only in home consumption.
Mr. SPIELVOGEL. I think it is primarily a matter—I can't speak for

the builder—but I think it is primarily a matter of putting your neck
out on the line with a number for public consumption as opposed to a
number for discussion.

Senator TUNNEY. Well, isn't the whole purpose, the whole thrust of
this legislation to protect the builder and the architect from liability
whereas at the same time provide the consumer, the purchaser, a rea-
sonable estimate as to the annual operating cost? We are not asking
for detailed information that's going to be exactly accurate, but we
are talking about estimates. I don't know what word I can use beside
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estimate that means estimate. You and I both know here that we are

talking about estimates.
Mr. SPIELVOGEL. Yes, sir.
Senator TUNNEY. We are not talking about detailed calculations. It

is very interesting to me that people that oppose the bill talk about

hundreds of dollars of extra costs and yet these same kind of calcula-

tions are being made by architects and homebuilders now at an in-

significant cost.
Now why can't we give that kind of information to the consumers?

Why can't we? The reason we can't do it is we don't want to do it.
Mr. SPIELVOGEL. No. I think it is more than that, Senator. I think it

is a matter that an estimate should bear some relation to the fact; and

I am afraid that the variation between any estimate made before a

building is built and the facts that appear after it is occupied are so

different as to make the estimate relatively useless except for the pur-
pose of comparing alternatives, saying that, yes, one system would
have cost relatively more than another system to operate. It is a mat-
ter of absoluteness versus relativity.

Senator TUNNEY. One of the things I would like to ask you—so I

could have a better understanding of your degree of expertise in this

area—how much in the way of experience have you had with making—
you personally now—of making estimates of the annual heating and

cooling costs of the building and then comparing those cost estimates

with the fact after the building is occupied?
Mr. SPIELVOGEL. Dozens of buildings per year.
Senator TUNNEY. And you say that with the dozens of buildings

that you do it per year, that your estimates are not good?
Mr. SPIELVOGEL. Yes sir, they are not good.
Senator TUNNEY. And you say nobody else can do any better than

you do in making the estimates?
Mr. SPIELVOGEL. That is correct.
Senator TUNNEY. OK. I have no further questions.
Thank you very much, Mr. Spielvogel.
Mr. SPIELVOGEL. Thank you.
Senator TUNNEY. Mr. Spielvogel was our last witness. The commit-

tee will adjourn until tomorrow in this room at 9:30 when we will

hear from the Federal Trade Commission and other witnesses.
[Whereupon, at 12:43 p.m., the hearing was adjourned, to recon-

vene at 9: 30 a.m., Tuesday, February 25, 1975.]
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a.m. in room 5110 of the Dirksen Senate Office Building; Hon. John V.
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OPENING STATEMENT BY SENATOR TUNNEY

Senator TENNEY. The committee hearing will come to order.
This morning the Commerce Committee is holding the second of 2

days of hearings on proposed legislation that would provide pur-
chasers with information regarding the energy costs of consumer
products and systems.
We received comments on S. 349, the Truth in Energy Act of 1975,

which would establish a system of disclosing the estimated annual
operating costs for major household appliances, central air-condition-
ing, and heating systems, and automobiles.
We will also hear testimony on similar legislation proposed by the

administration, title XII of S. 594, the National Appliance and Motor

Vehicle Energy Labeling Act of 1975.
Yesterday we heard testimony from four different witnesses, all of

whom agreed with the concept of mandatory labeling of the energy
efficiency or operating costs of major appliances.

Considerable support was expressed for similar labeling of climatic

conditioning equipment and estimates of operating costs of such equip-

ment in new buildings.
There was also some contrary opinion with respect to buildings.

Estimates of possible cumulative energy savings over a 10-year period

ran as high as several billions of barrels of oil.
As I said yesterday, I believe the energy conservation program

will be most effective and most accepted if it relies on a free market

system to achieve its ends.
Success of the free market in doing the job will in turn depend on

well-informed consumers.
The legislation which I have proposed in S. 349 is intended to make

it possible for the consumer to get sufficient information to make in-

telligent choices in this area of energy conservation.
We will begin our hearing today with Mr. Richard Herzog of the

FTC, and I would like to welcome you, Mr. Herzog, to the committee.

I don't know if you have had anyone here representing the agency

(89)
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yesterday, but Dr. Ancker-Johnson, representing the Commerce De-
partment, felt very strongly that the major responsibility for the pro-
gram, ought to be in Commerce and not in the FTC.
I have not read your statement yet, but I hope you will address

yourself to that point in your testimony.

STATEMENT OF RICHARD HERZOG, ASSISTANT DIRECTOR, NATION-

AL ADVERTISING, BUREAU OF CONSUMER PROTECTION, FEDERAL

TRADE COMMISSION; ACCOMPANIED BY DAVID BICKART, DEPUTY
ASSISTANT DIRECTOR, NATIONAL ADVERTISING; AND BRUCE
PARKER, STAFF ATTORNEY

Mr. HERZOG. Mr. Chairman and members of the committee: My
name is Richard Herzog. I am the Assistant Director for National
Advertising in the Bureau of Consumer Protection of the FTC.
As you know, Mr. Thomas Rosch, who is the Director of the Bureau,

was scheduled to testify before this committee.
The Commission unexpectedly advanced the time of a meeting

scheduled for later today, at which it was to consider matters squarely
falling within Mr. Rosch's Bureau, and he had to attend that meeting
and I am here in his stead.
With me is Mr. David Bickart, the Deputy Assistant Director for

National Advertising, and to my left is Mr. Bruce Parker, a staff
attorney, who has worked on our energy-efficiency-disclosure pilot
program.
Mr. Chairman, with your permission, I will read a summary of our

prepared statement.
Senator TIINNEY. Fine.
Mr. HERZOG. We are particularly pleased to respond to your request

to discuss S. 349, the proposed Truth in Energy Act of 1975 and title
XII of S. 594, the National Appliance and Motor Vehicle Energy
Labeling Act of 1975.
Since S. 349 specifically delegates to the Commission the primary

responsibility and authority for developing trade regulation rules
to require energy-consumption disclosures for major household ap-
pliances and climatic conditioning systems, my remarks will pri-
marily focus on the former bill.
Of course, the views I express are my own and not necessarily those

of the. Commission or of any individual Commissioner.
I will emphasize at the outset that we fully endorse the findings

and purposes of these bills which recognize the needs to take affirma-
tive action in dealing with the energy crisis now facing the country.

Disclosures of energy efficiency will enable consumers to compare
the relative merits of competing major energy-consuming appliances.
As a• result, the public will be able to take energy conservation into

account as a material factor in purchase decisions.
In so doing, consumers can choose on the basis of operating costs

rather than purchase price alone while also promoting the larger
national interest in conserving scarce national resources.
In the absence of energy-efficiency disclosures, the consumer cannot

translate a concern for economy, let alone energy conservation, into
positive action when purchasing energy-consuming products.



91

Our own experience in this area reinforces our belief that the kinds
of energy disclosures prescribed by S. 349 are both important and
desirable, but our experience has also taught us that there are tech-
nical problems with devising fair and accurate energy-efficiency dis-
closures, problems which will require substantial time and resources
to resolve.
They can be resolved.
We are vitally interested in working with the committee to help

design the best possible disclosure program.
A primary lesson we have learned from our product-information

disclosure program and one whose importance cannot be overestimated
is that the development of standards and disclosures for energy con-
sumption is itself a large-scale consumer of time and human energy.

Variations among geographic regions and among patterns of in-
dividual use complicate the process for many consumer goods.
In 'addition, different types of products present different problems

in measurements of energy consumption, and the individual charac-
terics of each must be carefully considered in the interests of fairness
and accuracy.
These variations in combination with the fact that the entire area

is extremely complex technically mean that developing disclosure is a
process honeycombed with hidden difficulties, each of which must be

discovered and systematically dealt with.
A specific example drawn from our recent experience with the

product-information program should illustrate what I mean.
S. 349 mandates an estimated annual operating cost as the exclusive

index to measure the comparative energy efficiency for those product

categories to be labeled under the bill.
As a practical matter, operating costs disclosures, which are stated

in absolute dollar terms easily understandable to consumers, should

provide the optimal information on which to choose among competing

products.
They permit decisions on the basis of the real cost of operating the

product over its life, as opposed to the initial purchase price..

Part of the Commission's product information disclosure pilot pro-

gram is an examination of the disclosures of estimated annual operat-

ing costs for appliances, as part of the consumers' material infor-

mation.
As a general matter, S. 349's choice of estimated annual operating

cost as the touchstone is eminently sound. Nonetheless, there may exist

certain types of appliances for which such disclosure is neither prac-

tical nor feasible.
A prime example is a room air-conditioner. Unlike other appli-

ances such as refrigerators, which are not substantially affected by

climatic conditions and individual-use decision, hours of operation for
room air-conditioners vary both with climatic differences and with
individual comfort preferences.
The point is simply that whatever legislation the Congress passes

in this field should not tie the responsible agency to a single type of
standard for all energy-consuming products.
The issue of time, we think, merits separate consideration.
Section 20(a) of S. 349 provides that, within 9 months after con-

sultation with the Federal Energy Administration, the Commission
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shall define average-use cycles and devise procedures by which such
use cycles of major energy-consuming household products may be
simulated and by which the energy utilized in such a cycle may be
measured or calculated.
As we read this section, the Commission would be responsible for

developing test protocols and defining average-use cycles for all major
energy-consuming products within 9 months, and for promulgating
those as rules within the same period.
The development of test protocols and technical definitions is a

complex process. Even for one appliance it would be extremely diffi-
cult to accomplish the task within 9 months.
In all candor, we cannot promise you that it could be done at all

within that period.
Moreover, section 20(a) only refers to major energy-consuming

houshold products, and it is unclear whether this includes climate
conditioning systems which are separately defined in section 19 (3) .
Presumably, these systems are included. If so, the difficulty of issu-

ing the rules in 9 months is further increased.
Determining average-use cycles for such systems is particularly

time consuming because of their size, the way they are hooked up and
the attendant systems which must be considered.
We think a realistic schedule must be adopted to allow the Commis-

sion to meet responsibly the requirements that S. 349 would place
upon it.
I think it is prudent to permit the Commission sufficient time to

establish a priority ranking system, and then substantially increase the
time in which to proceed in developing rules for the energy-efficiency
labeling of appliances.
This brings me to another suggestion. Section 20(a) of S. 349 refers

to the Commission's consultation with the FEA as well as with other
appropriate agencies and professional engineering societies in
developing standards.
However, since the Commission does not possess the in-house exper-

tise to deal with complex technical matters which S. 349 entails, it is
imperative that the language of section 20(a) remove any doubt of
voluntary cooperation with the Commission in implementing this bill.
It is essential that the legislation mandate technical assistance.
Equally important, we think that the NBS should be named spe-

cifically as part of this consulting framework, as NBS has a wealth
of technical expertise.
We have saved for last the crucial matter, the question of what

specific type of rulemaking procedure the Commission is bound to
follow in its promulgation of the multiple labeling and advertising
rules pursuant to S. 349.
Early this year the FTC Improvements Act became law, as you are

aware. Section 18 of that act gave the Commission statutory rulemak-
ing authority.
In so doing, it specified a procedure which depaited from section

553 of the Administrative Procedure Act. Specifically it provides for
a variant of cross-examination in rulemaking proceedings.
While it certainly falls short of the rigid requirements of rule-

making mandated by sections 556 and 557 of the APA, it nevertheless
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may substantially increase the time and complexity of our rulemaking
proceedings.
Since S. 349 is silent on specific rulemaking procedures, it is rea-

sonable to suppose that the new section 18 will apply.
This problem is compounded by the fact that under section 22(c) (1)

of S. 349 anyone could sue the Commission to force it to meet the
deadlines.

Clearly, without informal rulemaking authority under the Adminis-
trative Procedure Act, S. 349 could produce great disarray.
We strongly recommend section 553 rulemaking authority for the

purposes of this bill.
Section 1204 ( a) of S. 594, the other bill under discussion today,

does provide for section 553 rulemaking in the promulgation of its
energy disclosure rules.

Also, section 9 ( a) (2) of the Consumer Product Safety Act, which
empowers the Product Safety Commission to remove products from
the market and set minimum standards, only requires section 553
rulemaking.
The Commission should not be bound to more stringent procedural

rules under S. 349 since it only empowers the Commission to require
labeling and to develop test methods, but not minimum standards.
In closing, Mr. Chairman, we want to reiterate our complete support

for the central aims and methods of both these bills: to permit con-
sumers to save both money and energy by exercising an informed pur-
chasing choice.
Our disagreements with them are matters of detail and procedure.
This is a job that needs doing and we have tried to offer the com-

mittee the benefit of the experience we have had in the field to insure
that it is done as well as possible.
Mr. Rosch, the Commission staff, and I are extremely eager to work

with the committee in developing an effective, workable legislative
program, and we feel that we can offer a valuable contribution.
We invite you to call on us.
Thank you very much.
Senator TITNNEY. Thank you, Mr. Herzog.
One of the areas which the committee is interested in, of course, is

the agency that should have the operating responsibility for develop-
ing the labeling program.
Now, Commerce would like to have the main responsibility. It is

my understanding that the Federal Energy Administration is going
to be testifying later on this morning that they would like to have a
prime responsibility. And, of course, the way the legislation is written,
it gives the FTC a prime responsibility.
Now, we had .testimony, from Dr. Ancker-Johnson, as I indicated

in the beginning of our hearing this morning, that it would be in-
appropriate to have the main responsibility for administering this
program under any agency other than the Commerce Department.
Would you care to comment as to the relative value of having the

FTC be the lead agency, or Commerce Department, or FEA, or what-
ever other agency comes to mind?
Mr. HERZOG. First let me make clear. Senator, that we think the idea

is so good that we think it ought to happen and it ought to be done
regardless of who does it.

51-440-75 7
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We are for the central purpose of the bills.
Now, our concern is that the bottom line on these bills is informed

consumer choice, and the most sophisticated and refined testing meth-
ods there are will come to naught unless somebody is ingenious enough
to develop a method of communicating those test results in such a way
that consumers become aware of the information, perceive it accu-
rately, have a rule of decision to apply to it, and integrate it into their
purchase decisions.
Now, this factor may not have received emphasis so far because

much Of the testimony has been on the hardware aspects such as devel-
oping annual use cycle measurements. The issues of communication
that I have just summarized call into play their own specialties. These
specialties involve their own arts, their own methods of measurement
and their own very substantial issues.
The successful solution of those problems of communication in the

marketplace, where consumers are perhaps not inclined to study things
carefully, is essential. We are talking about developing and disclosing
in a very quick and summary way complex matters in a portion of a
30-second television spot, for example. That is, finally, the bottom line
of this bill, which does not mandate consumer behavior but leaves it
to the marketplace and to informed consumer choice to achieve both
the personal goals and the public goals involved.
Now, we think that the Commission in its 60 years of working with

consumer problems, with national advertising problems and with
point of sale communication problems has a very special expertise
to offer to assure the successful resolution of those problems.
We think that half of the problem, which is the _ communication

problem, calls into play in a very special way the traditional exper-
tise of the FTC.
We think frankly that the problem requires a real hand-in-glove

relationsbip between our agency, which does have expertise in these
areas, and the agencies that have the technical expertise and indeed
the laboratory facilities to develop test methods, to test, to run meas-
urements, run actual testing; to put meters in refrigerators in people's
homes to determine how they are actually used, to take a recent his-
toric example.
We think it calls for the skills, really, of our agency and of NBS.
Senator TUNNEY. Do you think that the legislation is worded in a

way that provides that, working relationship between, you and NBS?
Mm'. HERZOG. I think that we would like to see a little more of the

language of mandate in the cooperation section rather than simply
the connotation now of an essentially consulting framework. We think
that our lawyers can't simply go out and consult with engineers and
then return to their offices, and try to piece it out for themselves.
We think even at that final decisionmaking stage, we should have

ready access to technical expertise. We think access to lab facilities
is crucial, and we think that perhaps the language should connote a
little more of mandate rather than essentially a cooperation frame-
work.
Senator TUNNEY. Would you feel that the NBS could have the

responsibility for establishing the test procedures, or do you feel that
that is something that the FTC should have?
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Mr. HERZOC4. Well, again, let me add a footnote to my last comment.
I don't mean to say by emphasizing our need for technical expertise
that we are necessarily taking a view on NBS as against the Federal
Energy Administration. I am simply emphasizing the functional point
that we do need a source of technical expertise. I am not really em-
phasizing one agency or another.
Senator TUNNEY. One agency, FEA or NBS?
Mr. HERZOG. Correct. 23 far as your last question, I think that the

choice of standards, the choice of measurement standards is not solely
an engineering or technical choice. I think that the choice of standards
itself has implications for the communications problem I just indi-
cated. For example, suppose a test yielded a proper ranking of appli-
ances, but perhaps the intervals among them were such that it wasn't
clear at what point the interval became really a significant difference
among two appliances. How would that be communicated?
I think also it is conceivable that there are tradeoffs in technological

developments involved in the choice of tests. It may be that in order
to do well on the test, people will design a certain aspect of the appli-
ance at the expense of others that may be also of importance to con-
sumers. I think there may be competitive aspects in the choice of test
as among large and small producers and so forth.
What I'm getting at is that I think even the choice of test finally

might very well involve certain areas beyond the purely engineering;
issues. There may be a range of reasonable tests and then other con-
siderations of an economic and communications nature are introduced
that finally help in choosing the final test. I suppose, therefore, that
we would think it important that we have a role even in the choice of
test rather than simply having a test essentially developed without our
participation and given to us without an opportunity to evaluate it
independently.
Senator TUNNEY. What has been the cooperation that you have had

from the Commerce Department with regard to your labeling program
for refrigerators, the operating costs of refrigerators? Have you been
going off on two tracks or have you been working together?
Mr. HERZOG. That's part of our pilot program in energy efficiency

disclosures of air-conditioners, refrib-erators, and mileage economy.
We of course had to essentially wait for the NBS resolution of certain
of the basic issues on energy efficiency testing of refrigerators. I think
we find that we are able to build on what they do. .s I say, it does
raise some problems, and we have to evaluate them from our own per-
spective.
But certainly we have had access to their people, and we have been

able to get educated as we need to be. I think by and large it could
become a very satisfactory relationship, if the priority of this program
for the technical agency is clear.
Senator TUNNEY. The FEA feels that, as I understand it, that they

ought to have a prime responsibility here inasmuch as they are the
agency in the Government which is charged primarily with energy
problems, including conservation. And I can't speak for any indi-
vidual person in the FEA, but from conversations I have had gen-
erally with representatives of the agency leads me to believe that they
feel they ought to have very important responsibility in any energy
labeling program, because they have energy conservation as a prime
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responsibility. And it goes to the heart of what they consider this label
program to be; what they consider to be one of the key factors in an
energy program for the future.
Do you have any comment on the FEA's role ? You mentioned

obliquely it really doesn't make much difference to you where you get
your expertise, from the NBS or FEA. Do you care to elaborate on
that statement based upon my impressions of what the FEA wants?
Mr. HERZOG. First, if there is any question about the priority status

of eneriTy efficiency disclosures in the FTC, let me immediately lay that
to rest. It is, Jean squarely. unequivocably say, a high priority matter.
Second, I think that the FEA_ clearly has not only a role but a re-
sponsibility, in what I would characterize as strategic thinking, that
is to say, what are the troublesome areas, either by region of the coun-
try, or by appliance, how do we focus our efforts, where are the pri-
orities, and what are the energy problems.
To some extent there are distinctions among the intensity of the

problem by particular appliances, but when we go from strategic to
tactical thinking, I have to emphasize that it comes down to some
subtle engineremg and communications issues. I don't know that
FEA has in its experience, for example, putting meters in refrig-
erators in people's homes in order to measure such things as ambient
air conditions, whether the refrigerators are typically fully loaded,
how many times the door is opened, and that kind of specific fact-
finding which is involved in developing tests for annual use cycles
and energy efficiency measurements.
And similarly, again on the tactical level, I don't know whether

FEA has been involved in such questions as how to communicate in a
30-second television spot, what do we know about how consumers pre-
ceive and process information, the role of time constraints and so on.
I am suggesting that FEA's role should involve pointing out to

us the goals and priorities, but there is a range of tactical issues that
are so technical that it would simply be useful, I suppose, to tap ex-
pertise that already exists.

Senator TUNNEY. Can you tell me, Mr. Herzog, what you think
about that part of the bill that relates to buildings, residences, com-
merical buildings? One of the things of course, at the time the bill
was being drafted we didn't realize was that the President was going
to come up with a program of requiring certain energy efficiency
standards for buildings, and it is my understanding now that the pro-
gram that has been announced by the President, and they are holding
hearings now in the Banking Committee on it, a program to establish
standards for insulation, and in general energy efficiency for residen-
tial buildings as well as commercial buildings. I understand that it is
keyed into a Federal role in the lending of money for the construction
of buildings, and it is my understanding that if you borrow money
from a bank that is in the Federal Reserve System, you come ivithin
the purview of the legislation.
So it really will probably impact 95 or. 96, maybe 99 percent of the

construction of buildings in the country. So perhaps there is a substan-
tial degree of overlapping in the thrust of this legislation, and the ad-
ministration's program.
Now, of .course, my legislation appeals to the free market instinct

that people have, in wanting to be able to make their choice in pur-
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chases. The administration program of course represents a much
greater Government intervention, in standard setting.
Do you have any impressions, one way or the other, on this as to

which approach you favor?
Mr. HERZOG. Well, Senator, I'm not entirely familiar with how that

standard-setting system would work, but I will just offer a general
comment, whit is very much along the lines that you have suggested.
If the standards are not by their operation going to bring about
uniformity, that is to say, if the standards will still leave the possi-
bility that there will be a range of energy efficiencies in the market,
then consumer choice still matters. I think that the purposes of this
bill, to assure informed consumer choice, interbrand comparability,
if you will., still have full force.
Senator TUNNEY. Well, we will have the FEA testimony this

morning on this point, and it is something which has relevance because,
as I say, we were not aware that the administration's program was
going to require standard setting for energy efficiency in buildings
when we drafted this bill.
What about education programs that might be run with the labeling

program? The thing that came up yesterday, when we heard from
Commerce, there is a voluntary program now and they are going to
put out this energy guide. Have you seen it?
Mr. HERzoG. I'm sure my staff has.
Senator TUNNEY. It is an energy guide. What it requires is a knowl-

edge on the part of the consumer of the cost per kilowatt-hour of
electricity.
Now my point with Dr. Ancker-Johnson was that there is probably

one person in a hundred that knows what the cost per kilowatt-hour of
electricity- is in their neighborhood. They know what. their electric
bill is, but they don't know what the cost per kilowatt-hour is. And she
felt that this was something which certainly could become a part of
the common knowledge of the community the way the price of gasoline
has become common knowledge among consumers.. I suppose she is
right, depending upon the kind of educational program there is.
But I would like to have your thoughts on that.
Mr. HEnzoq. First of all, of Course, I observe that annual operating

costs would shortcircuit that whole problem.
Senator TITNNEY. That is right. But what they want, instead of

having an estimated average annual cost, they want to have a guide
which would talk about the cost of operation with the left-hand
column indicting 1, 3, 5, 7, 9 cents per kilowatt-hour and the right-hand
column indicating what your monthly cost of operation would be
approximately, assuming those different levels of electricity cost. And
it would require a consumer to know what the cost was per kilowatt-
hour of then- electricity,. in order to find out what their monthly cost
would. be. Now, that requires several calculations, and my point was
that the average consumer probably is not going to be able to make that
kind of calculation. Dr. Ancker-Johnson disagreed with me, and she
said she thought they would be able to if they were informed.
Mr. HERzoq. I think, in the parlance of our marketing research con-

sultants, that appliances are an infrequently purchased, expensive, and
high-risk item in the sense that if you make a bad choice, you are
locked into the choice for a substantial period of time.
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That often leads, so our social scientists tell us, to fairly high in-
centives to search for information in advance of purchase. That might
lead many people to seek out information on electricity cost.

Neverthless, I would have to say, based on our experience, that it
would be a little bit premature to say that cost per kilowatt-hour is
going to become common knowledge. I think that if it were to become
common knowledge you might well need the cooperation of the utility
companies to include on their monthly bills what the kilowatt-hour
costs are. I think, in other words, repetition, accessibility, minimizing
search costs, all would have to go into making that information avail-
able. It might include 24-hour telephone service at utilities so someone
can call. I think it is possible that if the availability of the information
were to be carefully structured so that it became very easily accessible,
many people probably would seek it out.
Whether it would ever become as well known as the price of a gallon

of gasoline, I don't know. One obvious differenc is that most people,
most of the time, are purchasing gasoline. I mean it is a weekly repeti-
tive purchase, and that kind of confrontation with the information
just doesn't happen on the cost of electricity, unless as I say, it is right
there on your bill. I would find it a little premature to say it would be-
come common knowledge, but I think it is surely worth making it as
easily accessible as possible.
Senator TUNNEY. Do you favor disclosing an estimated average

value on the price tag?
Mr. HERZOG. Excuse me, Senator?
Senator TUNNEY. Do you favor having a disclosure on the price tag

of the average operating cost, on an annual basis, for a particular
appliance?
Mr. HERZOG. That is to say, as distinguished from somewhere else at

the point of sale?
Senator TUNNEY. As distinguished from somewhere else, as dis-

tinguished from perhaps putting it inside the appliance, or perhaps
not indicating what the average annual cost is at all, just having a
chart similar to the one that has been prepared by the Commerce De-
partment, which would require a knowledge of the cost per kilowatt-
hour of electricity and then factoring that into the annual monthly
cost.
Mr. HERZOG. That raises a very basic, almost philosophic, question

of what the nature of price is. I think your bill indicates that price is
a good deal more than initial acquisition cost, that one must consider
in the same breath really, at least the major components of life-cycle
cost. That is a somewhat different concept of price from the one that
has heretofore prevailed. I think the staff of the Commission is ex-
tremely eager to explore that concept of price. I don't know that I
am prepared to say today as to how we would resolve that. I think,
though, the disclosure should certainly be in a position where, the con-
sumer at the time that he sees the price is almost certain to see the
annual operating cost, especially because appliances that have a rela-
tively lower annual operating cost may well be the ones that have a
relatively higher initial purchase price.
If people see only the initial purchase price, and not the annual

operating cost, I think that the purposes of the bill may not be achieved.
I think that annual operating cost has to be integrated with all of the
consumers dollar thinking about that appliance.
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Senator TUNNEY. One of the things that I have objected to is the
Department of Commerce's labels for air-conditioners. I don't know
if you are familiar with it, but it is an energy-efficiency rating, and I
honestly think that it is the most confusing label I have ever seen in
my life. It talks about an EER equals 9.3, and then it says for avail-
able 7,500 to 8,500 Btu per hour, 115-volt window models, the EER
range is EER 5.4 to EER 9.9.

what I can't tell by just reading this quickly is whether, if
you have a higher value it means it is more efficient, or if you have a
lower value it is more efficient. I mean the average person who looks at
the thing couldn't tell. I think it is unbelievably confusing.
I just don't know if you have some comment on that or not. I don't

ask you to be highly critical of a sister agency, or even to give them
all kinds of praise, but I just wondered if you did have an impression.
Mr. HERZOG. Senator, I think that the points you are making empha-

size the importance and the difficulty of the communications problem.
Those are very real and very difficult problems: and the whole success
of the program finally turns on those myriad individual decisions of
people walking through an appliance store and seeing and using infor-
mation and on how readily that information registers. I think what
EFR shows is the importance of providing a person, from some source,
with the rule of decision, for example, "more is better," as in the case
of miles per gallon, or "more is worse," as for most of us in the case of
calories. What is the rule of decision? I think the Commerce label does
have a rule of decision on it saying that higher EER means less energy
cost.
Apparently, there are issues perhaps about the salience of that rule of

decision as it physically appears on that label. Interestingly enough,
we have a consumer study in Alabama which shows a very high compre-
hension rate of that label.
Senator TUNNEY. It is interesting, I had perhaps spent maybe 15

seconds looking at the label, and my eyes had not gone to the right-
band side of the label, which indicates as you say, for units with the
same cooling capacity. higher EER means lower energy consumption,
lower costs to use.
Perhaps if it had been a typical consumer purchase, I would have

gone in and spent a minute or two looking at the whole label. Maybe I
would have and maybe I wouldn't. But I just say in the first glanee
I didn't see it.
Mr. HERZOG. Senator, that is a good example of why you need very

special lines of expertise to develop an effective program. There are
ways of measuring how much time a consumer is going to take to look
at that label. There are ways of measuring where his eye is going to
(ro first and where it will then travel on that label. These are the com-
munications isgues that we think the Commission has expertise in.
And again, it is the bottom line of the whole program. It may be that
many consumers don't spend more than 15 seconds looking at the
label.

Senator TUNNEY. At yesterday's hearing there were some favor-
able remarks concerning the role of the FTC in the area of consumer
protection.
On the other hand, it was mentioned that in June 1974 a group of

law students from George Washington University filed a petition with
the FTC for a ruling requiring efficiency labeling of air-conditioners.
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According to yesterday's witness, no action has been taken on that
petition. Could you give us any information as to why?
Mr. HERZOG. Yes. Senator, in fact, the Bureau of Consumer Protec-

tion has forwarded its recommendations to the Commission on energy
efficiency disclosures for air-conditioners, both labeling and
advertising.
Senator TUNNEY. Has been forwarded to what?
Mr. HERZOG. To the Commission. We received the petition, I guess,

last June which was just about the time that the Commerce Depart-
ment air-conditioning program became final. That was our founda-
tion for our program. As with many of the petitions we receive, the
petition to which you are referring presented a very, very good idea,
but in all candor, we have to say that it simply did not grapple with
many of the issues involved, particularly the advertising issues in-
volved. This was the first time, I might say, that the staff of the Com-
mission was facing those issues, and we were amazed to find, after
10 or 12 drafts of a rule, that 3 or 4 months had gone by.
We found it to be very difficult. I must say that I think our learning

curve is very steep, and I think this is in some ways the seminal effort
on the question of energy efficiency disclosures in advertising. I think
we have probably resolved in that air-conditioner effort many of the
advertising issues we will be facing again in refrigerators and mileage
and so forth.
I can only say it received a great deal of attention, in fact this ques-

tion was receiving attention prior to the petition. It was actually a
priority within the Bureau and a going project within the Bureau
before we received the petition. It was simply our first outing on these
issues and it took time.

Senator TUNNEY. Is the Commission going to act on the Bureau's
recommendations soon?
Mr. HERzoo. Senator, I am afraid that is the kind of question that a

staff member of the Commission prefers generally not to answer sim-
ply because he really can't answer it.
Senator TUNNEY. Ts it on the calendar?
Mr. HERZOG. Well, it is before the Commission.
Senator TUNNEY. Does that mean that they have to take action on

it. or can they just wait it out indefinitely? Is there any kind of re-
quirement when a Bureau makes a recommendation that the Commis-
sion has to act or can the Commission just decide to sit on it?
Mr. HERZOG. I suppose theoretically they need not act, but in point

of fact that isn't the way the Commission resolves things, even if it
disagress with the staff. In such a case, it simply votes on the matter
and rejects the recommendation.
Senator TUNNEY. Well, thank you very much, Mr. Herzog. I appre-

ciate your being here and your testimony. You gave us a good deal
of help. Thank you.
(The statement follows:)



101

STATEMENT OF J. THOMAS ROSCH, DIRECTOR, BUREAU OF CONSUMER PROTECTION,
FEDERAL TRADE COMMISSION

Mr. Chairman and Members of the Committee: My name is J. Thomas Rosch,
Director of the Bureau of Consumer Protection of the Federal Trade Commis-
sion.. I am particularly pleased to respond to your request to discuss S. 349, the
proposed "Truth in Energy Act of 1975" and Title XII of S. 594, the "National
Appliance and Motor Vehicle Energy Labeling Act of 1975". Since S. 349 specif-
ically delegates to the Commission the primaryy responsibility and authority for
developing trade regulation rules to require energy consumption disclosures for
major household appliances and climatic conditioning systems, my remarks will
primarily focus on the former bill rather than on S. 594, which vests the Presi-
dent of the 'United States with such authority and responsibility. Of course, the
views I express are my own and not necessarily those of the Commission or any
individual Commissioner.
At the outset, let me say that I fully endorse the findings and purposes of

these bills, which recognize the need to take affirmative action in dealing with
the energy crisis now facing this country. Disclosures of energy efficiency will
enable consumers to compare the relative merits of competing major energy
consuming appliances. Consequently, the public will be able to take energy con-
servation into account as a material factor in their purchasing decisions. In so
doing, consumers can choose on the basis of operating costs rather than purchase
price alone, while also promoting the larger national interest in conserving
scarce natural resources. In the absence of energy efficiency disclosures the
consumer cannot translate a concern for economy, let alone energy conservation,
into positive action when purchasing energy consuming products.
The Commission has already taken steps to develop disclosures along similar

lines pursuant to its existing authority under Section 5 of the Federal Trade
Commission Act which, I believe, grants it the power to require the same types
of disclosures called for by S. 349. The Commission has approved a pilot program
directed toward securing disclosure to consumers of material information about
major household appliances. One aspect of that program deals with the cost of
operation of those appliances. For example, the Commission staff is presently
developing a trade regulation rule regarding refrigerators which takes into ac-
count, among other disclosures, cost of operation.
The Commission has also been active in the field of automobile fuel economy.

Sections 19(8) and 20(a) of S. 349 refer to the use of the Environmental Pro-
tection Agency's test procedures as the basis for measuring fuel economy. I want
also to bring to the Committee's attention that the Commission very recently
held public hearings on automobile fuel economy claims for the very purpose of
determining the most accurate test to measure fuel economy. Although the staff's
evaluation of these hearings is not complete, the Commission clearly supports
the use of a single test to measure fuel economy.
In short, we are not strangers to this area, and our experience reinforces my

belief that the kinds of energy disclosures prescribed by S. 349 are both important
and desirable. But our experience has also taught us that there are technical
problems with devising fair and accurate energy efficiency disclosures, problems
which will require time and resources to resolve. They. can be resolved, however,
and we are vitally interested in working with the Committee to help design the
best possible disclosure program.
A primary lesson we have learned from our product information disclosure

program, and one whose importance cannot be overestimated, is that the develop-
ment of standards and disclosures for energy consumption is itself a large-scale
consumer of time and human energy. Variations among geographic regions and

1 The remarks in the testimony represent only the views of a member of. the Federal
Trade Commission Staff. They are not intended to be, and should not be construed as,
representative of an official commission policy.
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among patterns of use initially complicate the process for many consumer goods.
In addition, different types of products present different problems in measure-
ment of energy consumption, and the individual characteristics of each must be
carefully considered in the interest of fairness and accuracy. These variations,
in combination with the fact that the entire area is extremely complex tech-
nically, mean that developing disclosures is a process honeycombed with hidden
difficulties, each of which must be discovered and systematically dealt with. A
specific example drawn from our experience with the product information pro-
gram should illustrate what I mean.
S. 349 mandates an estimated annual operating cost as the exchtsive index

to measure the comparative energy efficiency for those product categories to be
labeled under the bill. As a practical matter, operating-cost disclosures which are
stated in absolute dollar terms, easily understandable to consumers, should pro-
vide the optimal information on which to choose among competing products. They
permit decisions on the basis of the real cost of operating the product over its life,
as opposed to the initial purchase price. As I mentioned earlier, part of the Com-
mission's product information disclosure program is an examination of the dis-
closure of estimated annual operating cost for appliances as material informa-
tion. As a general matter, S. 349's choice of estimated annual operating cost as
the touchstone is eminently sound.

Nonetheless, there may exist certain types of appliances for which such a dis-
closure is neither practical nor feasible. A prime example is a room air condi-
tioner. Unlike other appliances, such as refrigerators, which are not substantially
affected by climatic conditions and individual use decisions, hours of operation
for room air conditioners vary both with climatic differences and with individual
comfort preferences.

According to the National Bureau of Standards estimates, as well as the Asso-
ciation of Home Appliance Manufacturers, the average number of hours of air
conditioner use varies from 1600 hours per season in hot, humid climates to less
than 200 hours in cooler, less humid climates. Moreover, individual comfort deci-
sions ( on all day, on only when a room is occupied, on while sleeping, off while
sleeping) can result in substantial variance. Thus, even if utility rates were con-
stant throughout the country, a cost of operation based on a national "average"
could be more than 50% too low for some consumers and more than 100% too
high for other consumers.
While it would, of course, be possible to account for regional variances in air

conditioning use, as Section 20(d) (2) of the bill provides, through supplementing
the cost-of-operation disclosure with a conversion table which lists the percentage
variance from the national average for each region, use of such a table would
deprive annual operating cost disclosures of the very simplicity that is their
greatest appeal. Most importantly, a table of regional variances in air condition-
ing use would still not account for the significant variations in personal use
preferences within a region. With other appliances, however, an estimated annual
operating cost can be determined within the parameters of statistical reliability.
Thus, for room air conditioners, at least, the use of the EER (Energy Efficiency

Ratio )2 may be the most practical way of disclosing energy efficiency. The EER,
as you are aware, is currently being used in conjunction with the Department of
Commerce's voluntary energy labeling specification for room air conditioners.
The City of Philadelphia with the cooperation of its public utility company over
the past three years has developed a program whereby appliance dealers disclose
the EER on labels attached to room air conditioners.
Air conditioners are not the only appliances affected by such complexities:

another example is washing machines, for which variations in family size may
make annual operating cost an unsatisfactory measure. The narrow point is
that whatever legislation the Congress passes in this field should not tie the
responsible agency to a single inflexible type of standard for all energy-consuming
products.'
The issue of time, I think, merits separate consideration. Section 20(a ) of

S. 349 provides that within 9 months, after consultation with the Federal Energy
Administration, the Commission shall define average use cycles and devise proce-

2 An EER is the ratio at which a consumer product converts units of energy into unit,
of output. Its usefulness is limited, however, to those products whose output can be
measured in terms of units (such as air conditioners, in BTU's).
3 Section 1205(a) (4) of S. 594 recognizes that the information which shall be included

on the apnliance label to' assist consumers in comparing energy efficiencies among com-
peting appliances can be accomplished "by cost or amounts of energy use or otherwise."
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dures by which such use cycles of major energy consuming household product,
may be simulated and by which the energy utilized in such a cycle may be meas-
ured or calculated. As I read this section, the Commission would be responsible
not only for developing the protocols and standards for all major energy con-
suming products within 9 months, but would also be responsible for promulgating
rules for all these appliances within this period, as subpart (b) directs the Com-
mission to require each manufacturer to conduct tests using these standards as
promulgated under Section 20 (a ).
The development of protocols and technical standards is a complex process.

Even for one appliance, it would be extremely difficult to accomplish the task
within 9 months, and in all candor, I cannot promise you that it could be done
at all. Moreover, Section 20 (a ) only refers to "major energy consuming house-
hold products," and it is unclear whether this includes "climate conditioning
systems," separately defined in Section 19 (3 ) of the bill. Presumably these
systems are included and, if so, the difficulty of issuing rules in 9 months is
further increased. Determining average-use cycles for such systems is particu-
larly time consuming and difficult because of their size, the way they are
hooked up, and the attendant systems which must be considered.
The time limits contained in S. 2176, the predecessor to S. 349, offer an in-

structive comparison. Coincidentally, Section 20 of S. 2176 also dealt with the
procedures for determining annual operating costs based on average-use cycles.
There, a more workable time table was provided. The Commission, in cooperation
with the National Bureau of Standards, was given 3 months just to identify those
products which are major energy consumers. The Commission was additionally
allotted 12 months after enactment of Section 20 to establish a priority ranking
of major household products, and 18 months to define the average use-cycle
and test methods. (It is also noteworthy that the Consumer Product Safety
Commission is accorded 210 days between notice and the publication of a
proposed rule, even though hazardous products are involved and speed should
be an especially pressing concern.)
While I am not suggesting that these time tables be adopted in S. 349, I think

that a realistic schedule must be adopted to allow the Commission to meet
responsibly the requirements that S. 349 would place upon it. I think that it is
prudent to permit the Commission sufficient time to establish a priority rank-
ing system and then subtsantially increase the time frame in which to proceed
in developing rules for the energy efficiency labeling of appliances.

This brings me to another suggestion. Section 20 ( a ) of S. 349 refers to the
Commission's consultation with the Federal Energy Administration as well as
with other appropriate agencies and professional engineering societies in develop-
ing standards. However, since the Commission does not possess the in-house
expertise to deal with complex technical matters which S. 349 entails, it is
imperative that the language of Section 20 (a ) remove any doubt of voluntary
cooperation with the Commission in implementing this bill. It iS essential that
the legislation mandate technical assistance. Equally important, we think that
the National Bureau of Standards should be named specifically as part of this
consulting framework, as NBS has a wealth of technical expertise.
With respect to the authorization of funds, it is conceivable that the $3

million authorized by S. 349 would be sufficient for the task, but only if the
9 month deadline were to be extended.
On the question of when disclosures must be made, Section 21(b) triggers an

advertising disclosure of the estimated annual operating cost of a product
only if the advertisement states the purchase price or acquisition cost of the
product. The Commission's experience has demonstrated that there are a host
of problems in developing advertising disclosure provisions. While a statute
such as S. 349 cannot address such difficulties specifically, it is essential that
the general statutory language leave the Commission free to resolve those
difficulties in applying its expertise to determine what constitutes unfair or
deceptive advertising under our Act. Section 1208 of S. 594, for example, specifies
that when an advertiser advertises the "energy characteristics" of his product,
then disclosurers required by that bill must be made. It is important that
Section 21(b) include language to the effect that nothing in this section shall
prevent the Commission from exercising its authority under the Federal Trade
Commission Act.

Section 21(g) appears in my judgment to be less than clear. I assume the
prohibitions therein as to a rescission remedy apply to the Commission as well.
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Accordingly, I recommend that language be added to make it clear that this

section does not preclude or restrict the Commission from utilizing its consumer

redress powers under Section 19 of the Federal Trade Commission Act, or its

full remedial powers under Section 5, as recently amended.
I have purposely saved for last the matter which I consider the most crucial

to the expeditious and effective implementation of S. 349—the question of what

specific type of rulemaking procedure the Commission is bound to follow in

is promulgation of the multiple labeling rules pursuant to S. 349. Early this

year, the "Federal Trade Commission Improvement Act" became law. Section

18 of that Act gave the Commission statutory rulemaking authority, but in so

doing* it specified a procedure which departed from Section 553 of the Adminis-

trative Procedure Act. Specifically, it provides for a variant of cross-examina-

tion in rulemaking proceedings. While it certainly falls short of the rigid

requirements of rulemaking mandated by Sections 556 and 557 of the APA, it
nevertheless may substantially increase the time and complexity of our rule-
making proceedings. Since S. 349 is silent on specific rulemaking procedures, it is
reasonable to suppose that the new Section 18 will apply. This problem is com-
pounded by the fact that under Section 22(c) (1) of S. 319 anyone could sue
the Commission to force it to meet the deadlines. Clearly, without informal rule-
making authority under the Administrative Procedure Act, S. 349 could produce.
We strongly recommend Section 553 rulemaking authority for the purposes

of this bill. Section 1204(a) of S. 594, the other bill under discussion today, does
Provide for Section 553 rulemaking in the promulgation of its energy disclosure
rules. Also, Section 9(a) (2) of the Consumer Product Safety Act, which empowers
the Product Safety Commission to remove products from the market and set
minimum standards, only requires Section 553 rulemaking. The Commission
should not be bound to more stringent procedural rules under S. 349, since it
only empowers the Commission to require labeling and to develop test methods,
but not minimum standards.
In closing, Mr. Chairman, we want to reiterate my complete support for

the central aims and methods of both of these bills: to permit consumers to save
both money and energy by exercising an informed purchasing choice. Our
disagreements with them are matters of detail and procedure. This is a job
that needs doing, and we have tried to offer the Committee the benefit of the
experience we have had in the field to insure that it is done as well as possible.
Mr. Rosch and ray staff and I are extremely eager to work with the Committee
in developing an effective, workable legislative program, and we feel that we
can offer a valuable contribution. We invite you to call on us.

Senator TUNNE Y. Our next witness is Mr. Lee 'White, chairman of the
Energy Policy Task Force, Consumer Federation America.
Good morning.

STATEMENT OF LEE C. WHITE, CHAIRMAN, ENERGY POLICY TASK
FORCE, CONSUMER FEDERATION OF AMERICA

Mr. WHITE. Good morning, Mr. Chairman. I have a comparatively
brief statement, and I would apreciate it if it could be incorporated
into the record, and I will speak very briefly 

Senator TUNNEY. Yes.
Mr. WHITE. First, a slight disclaimer. I am here in my capacity as

chairman of the energy policy task force which includes about 30
major organizations. We are primarily an ad hoc group, set up 2 years
ago to pa the consumer's views and biases into the energy policy de-
bates before Congress and the administration.
Obviously with such a large number of organizations, and many

of them with very large memberships
' 
I can't honestly say that we

have canvassed all the people we undertake to speak for. But, we do
have some general principles that brought us into being, and I must
say the subject of this hearing is probably the easiest one that I have
yet faced, and probably will face in terms of general agreement.
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In a sense it is kind of reassuring that there are some fantastic, even
bitter, debates going on over energy policy, but the area you have

iseems to be a relatively pleasant one n that the administration is in
competition with your own bill, and that is the best kind of competi-
tion I can imagine.

Senator TUNNEY. Yes. They testified against it last year, they have
changed in. the last 12. months.
Mr. WHITE. Hope springs eternal, and maybe 
Senator TUNNEY. I'm very happy they have changed their opinion.

I think it was a pleasure to have Dr. Ancker-Johnson down here this
year agreeing with the concept, whereas last year she was testifying
against the concept. So it does mean that in the last year the energy
crisis has permeated the consciousness of many people that did not
think it was a, problem before.
I agree, I think it is a very good thing that there is such widespread

agreement as to the thrust of the legislation, but there is substantial
disagreement as to which agency should have the lead responsibility,
and there is also disagreement as to whether or not buildings ought
to be incorporated within the legislation.
And I really would hope that maybe you could shed some light on

these problems, if you have any opinions.
Mr. WHITE. I do on both of them. First, I have to be candid. I

don't think that where the responsibility is located is quite as im-
portant as the force and the pressure that the President. himself puts
behind it.
As you may know, there is a special wing in St. Elizabeth's Hos-

pital for those people who are specialists in Government organization.
There is one ward that says that everything ought to be sort of

horizontal and report directly to the President, and there is another
that says everything ought to be vertical. And the biggest ward of all
is for the group tat says everything has to be coordinated.
I would suggest from my own reading of the Washington bureauc-

racy at the moment that the FTC is perhaps the hottest outfit in
town.
One of the. indicators is where the brightest young law students want

to go to work, and I think happily the FTC has come out of a period
when it was sort of in the doldrums. This may well be the best test
that one would want to apply in selecting which agency should have
responsibility.
I was told the Commerce Department made an earnest pitch yester-

day and maybe that is a good sign, too. Sometimes it is more difficult
for a regulatory agency to be an operating mechanism. Here I think
your legislation is keyed more to the promulgation of rules and stand-
ards and that is appropriate for a regulatory body.
I wouldn't make it a major issue in my own assessment but if I

had to reach a determination, I think I would give it to the FTC,
which has shown considerable interest in this area of activity, and
does have the expertise, as the preceding witness suggested.
I know, from my own personal experience, how difficult it is for

regulatory agencies to get their budgets increased when their responsi-
bilities are increased. So perhaps the Commerce Committee may wish
to give a little assistance to the FTC to make darn sure there are ade-
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quate funds and people to carry out the program that might be given

to them.
With respect to buildings, I think that is a terribly important area

for energy savings and reduction. I agree with your views that the

President ought to be commended for recognizing the problem. I find

so few things to commend about his energy program, that when we

find something worthwhile, we ought to make a little fuss about it.
I think practicality standards are extremely important. Especially

in smaller buildings, I think it would be useful to use that energy-

saving index as a very important feature for salespeople, as they try
to sell and design their product. So I would believe that on that score

your bill is superior to title XII of the President's bill that is also

before the cormnittee at the moment.
If I may, I should like to submit for the record a little pamphlet

that was prepared by our task force working with the U.S. Conference
of Mayors. It was intended as an outline and a guideline to local
officials and consumer groups as to what they may do by way of dis-
charging their own responsibilities, in part because they are the
owners and the builders and the managers of public buildings, and in
larger part because of the regulator role that they have in their own
communities.
I think the question of preemption and whether Federal standards

ought to apply is always a difficult one. I have no desire to make
things more difficult on industry, but normally I believe the Federal
Government's role ought to be in the way of minimal standards, and
that if any State or local governmental unit, for whatever reason that
may be peculiar to them, wishes to require more stringent factors to
be taken into account, they ought to be permitted to do so.
But that, too, is a very detailed sort of problem to wrestle with. I

certainly want to urge that this continue being discussed.
Your encouraging remarks about how the administration has moved

along offers a at of hope. But by the same token, we• probably have
lost, about a half year to a year that we need not have lost, and that
will never be regained.
Senator TUNNEY. I appreciate very much your being here. I have

glanced through the prepared statement that you submitted, and I'm
happy that you are supportive of S. 349.
I think that you are also right about phasing in the reductions in

oil consumption. I think that it makes a (rood deal of sense as far as
the economy of the country is concerned to have a period of a year
or 18 months where we can absorb these reductions, and, I think that
we can absorb them without any decrease in our standards of living,
too.
Mr. WHITE. I really do think so. Of course the whole package of

consumer items that your legislation is aimed at is going to make that
possible. There is a heightened awareness, as you indicated, in energy.
and I would assume that increasingly we will see ads focusing more on
the energy use factor than on price itself.
Frankly, that is really the way it should be today. Nobody can sa v

that 5 years ago that was necessarily important, because we had not
come to that period of national awareness of how crucial energy is,
especially for the future.
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So• it is very easy, Mr. Chairman; to support your bill. I think it is
in some ways a little tighter than the administration's, and I hope you
will be successful in pushing yours through.
Senator TUNNEY. Do you think that consumers will accept the con-

cept of average value, or best estimates of operating costs without
assuming that they represent guarantees?
Mr. WHITE. Yes, if there is general acceptance among the experts,

including the governmental personnel who are supervising these fig-
ures. It is no secret that there is an enormous lack of credibility by
the American public in its institutions, and when we see some of the
major ones getting cuffed around pretty bad because of violations of
law and other things, it is hard to be sure.
But yes, I think under an appropriate program, and especially

with the emphasis on education that you mentioned earlier this
morning, I think consumers are anxious to find some indicators, and
I think they will accept what they see on the printed label, especially
if it has the imprimatur of a Federal agency that people respect of
which people have no reason to doubt the integrity.
Senator TLTNNEY. I see the thing that is going to be a recurring

question is the approach that is used by the agency on the label to
disclose the information as to energy efficiency of the particular ap-
pliance. There are a number of different ways of going.
One way is the energy efficiency rating. Another way would be to

require some knowledge of the cost per kilowatt hour of electricity,
and then factor that into the monthly operating costs. Another way
would be to give an estimate of the average annual operating cost,
perhaps then with an asterisk which would lead you to more detailed
information such as the proviso in the Department of Commerce
Energy Guide that is being put out for refrigerator-freezers.
This simply requires, as I indicated earlier, a knowledge of what

the cost of electricity is per kilowatt-hour, and then factor it into an
annual or rather a monthly operating cost. I mean, there are so many
different approaches that can be used.
I wonder if you have thought about it at all, and I wonder what

you think about the concept of having an average annual operating
cost on the label with perhaps an asterisk that leads you to more de-
tailed information.
Do you have an opinion?
Mr. WHITE. I do. It comes in two parts.
I think that the average consumer, if there is such an animal, would

prefer to have the arithmetic worked out for him with some sort of
a relatively easy index to use, maybe a scale of 0 to 100 indicating
what somebody else has calculated to be the efficiency. But if the last
11/2 years is tiny indicator, one of the principal ingredients, namely
the cost of electricity, is going to continue to be a moving target.

do have a feeling, though, that increasingly more citizens are
aware of the per-unit cost of electrcity than they ever were before in
their whole lifetimes, because cost is beginning to be an item that is
Iiiirtinfi some people heavily. And when your power bill goes from
an all-time high of $60 to maybe $230 a month, it jolts you into the
awareness that maybe you ought to figure out What this stuff costs.
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So I guess I would like to see two efforts: One, a generalized index,
and the other, a mechanism by which a more concerned possible pur-
chaser could calculate the energy costs of the appliance.
Undoubtedly there's going to be difficulty in coming to any general

number and I certainly, were I a manufacturer, would be apprehen-
sive about how that were done, because it could be devastating in terms
of the marketability of your product. It doesn't take any clairvoyance
to see interminable fights with the FTC, or whoever has this responsi-
bility, for the manner in which they go about calculating that index.
And, presumably, the American public will still have some con-

siderable interest in the style, appearance, quietness, for example, of
the motor, and all of the other factors that are going to be considered
by somebody who is going to put $300 or 8400 into a refrigerator.
But I certainly do believe that where energy has always been on

the checklist in the past, it has been near the bottom, and what we are
talking about is moving it right up near the top in those considera-
tions that somebody takes into account when making a purchase.. So I
wouldn't want to minimize the difficulty of that problem of coming
up with an index that says, for example, that Westinghouse is 75 on
the index and General Electric is 85. That could be devastating unless
it were absolutely accurate.
There will always, I think, have to be some opportunity for other

selling devices. I don't know that we really want to say that only
equipment can be manufactured that meets an absolute minimum
standard. That may be what will ultimately take place in the market-
place anyhow.
Senator TII/cNEY. Thank you very much. We appreciate your being

with us and being so helpful.
Mr. *HITE. I'm delighted, Senator.
[The statement follows:]

STATEMENT OF LEE C. WHITE, CHAIRMAN OF THE ENERGY POLICY TASK FORCE OF
CONSUMER FEDERATION OF AMERICA

Mr. Chairman and Members of the Committee: My name is Lee C. White, and
I am here today in my capacity as Chairman of the Energy Policy Task Force
of the Consumer Federation of America. Our Task Force has 30 member orga-
nizations (Attachment A), and our expressed purpose is to ensure that the con-
sumers' views are included and considered in the energy policy debates currently
taking place, and, in particular, within the Congress. We recognize that there is
no necessary single "consumer interest" in any of the numerous issues that com-
prise the energy policy debates ; nevertheless, we have undertaken to do the best
job possible in assessing and stating the views of the consuming public and, as
the broad base of our membership suggests, we do indirectly represent millions
of Americans.
I appreciate the opportunity to appear before the Senate Commerce Commit-

tee to discuss Senator Tunney's bill, S. 349, the "Truth in Energy Act of 1975",
and the Administration's proposal described as the "National Appliance and
Motor Vehicle Energy Labeling Act of 1975". To some extent these two bills de-
termine what each of them undertakes to achieve—namely, competition for the
buyer's approval and purchase. Frankly, it is the type of competition that we like
to witness and it is reassuring to know that there is virtual unanimity on the
goal of stimulating buyer awareness of the energy characteristics of major
energy-consuming products.
There is a major dispute underway now with regard to whether the President's

basic approach to energy conservation, namely the imposition of significant im-
port fees and excise taxes on crude oil and petroleum products, is the appropriate
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way to proceed. Even though it is the position of the Energy Policy Task Force
that the President's approach is ill-conceived, not likely to achieve the objective,
contains enormous inflationary consequences, and is inequitable, we do share the
general goal that the Nation must embark upon a program to reduce our importa-
tion of crude oil and petroleum products. I do not share the judgment expressed
by ninny economists and, according to the newspapers, an important element in
the program being prepared by Senate Democrats, that the critical and even
frightening character of our present economic situation is such that any begin-
ning on reducing import levels must be delayed. I believe that the President's
authority to fix import quotas, which was used from 1959 to 1973 to protect the
domestic industry against world oil prices $1.75 to $2.00 per barrel, ought now
to be used to initiate an effective conservation program. So long as there is
abundant supplies of gasoline and other fuels, the pressures to conserve will be
very nearly ineffective. I do not advocate the same goal fixed by the President of
a reduction of imports by one million barrels per day by the end of 1975. So far
as I know, that is a figure plucked from the air and with nothing to commend
it, except possibly for the fact that it is a nice, round number. Instead, I would
urge a reduction of somewhere on the order of 10% of our imports or 700,000
barrels per day by the end of 1975. I would suggest that a third of that amount
be achieved on April 1, a third on September 1, and the final third on December 31.
I believe, on the basis of our experience during the oil embargo of 1973-74, these
reductions can be achieved with minimal impact on our economy and with
acceptable burdens of inconvenience, with the bulk of the reductions in gasoline.
Since the import quota authority, vested in the President, is flexible, the Presi-
dent retains the ability to adjust the volumes to meet changing circumstances.
Thus, if the figures I have offered prove to be too rapid a reduction, taking into
account the precarious condition of the economy, the President should exercise
his authority to adjust the figures accordingly. The important paint, in my view,
is that we must begin.
With regard to the "truth in energy" concept, it ought to have the support

of Congress and the Administration. We have thought about the crisis long
enough and the disruption of the 1973-74 embargo served a highly educational
function. We hold the view, expressed frequently, that the American public may
well be ahead of its political leaders in its understanding and its willingness
to begin the shift to a more judicious and restrained use of energy. Accordingly,
it is time to require manufacturers to provide the purchasing public with reliable
information about energy consumption so that this important characteristic
of newly manufactured products can be considered when the prospective pur-
chaser makes his or her choice.

Although both of the proposals generally move in the same worthwhile direc-
tion, S. 349 appears to be somewhat more comprehensive and, therefore; in my
judgment, to be preferred. Among the items that I believe appear in S. 349 that
are absent from the Administration's bill is the application to sell or lease of new
buildings; the failure in the Administration's bill to require estimated annual
operating costs; the Administration's bill does not appear to include products
purchased by catalogs, as distinguished from those purchased in retail outlets.

Especially significant is the reduction of energy used in large buildings. Pre-
sumably, those who are in the contracting business will make the investment
in time and effort to focus on the energy considerations in design and in the
choice of materials. I would like to submit for the Committee record, a pamphlet
prepared by the U.S. Conference of Mayors, the National League of Cities, and
the Energy Policy Task Force of the Consumer Federation of America, which is
intended to provide guidance to local officials and to other interested parties in
achieving a greater awareness on the part of companies and individuals in the
constrution business of the energy-saving potential. We hope it will be of wide-
spread assistance and would welcome the interest of the Committee.
Happily, there seems to be relatively little conflict between the Committee

and the Administration and I hope, therefore, that S. 349 can be reported out
promptly and move speedily along the path to becoming national law.
Thank you.

ATTACHMENT A—ENERGY POLICY TASK FORCE MEMBER ORGANIZATIONS

Adams Electric Cooperative, Inc.
AFL—CIO

51-440-75 8
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Allegheny Electric Cooperative, Inc.
American Federation of State, County and Municipal Employees AFL-CIO.

American Federation of Teachers AFL-CIO.
American Public Gas Association.
American Public Power Association.
Consumers Union.
Cooperative League of the USA.
Industrial Union Department AFL-CIO.
International Association of Machinists and Aerospace Workers AFL-CIO.
International Brotherhood of Electrical Workers AFL-CIO.
Kansas Municipal Utilities.
Lincoln, Nebraska, City of.
Maritime Trades Department AFL-CIO.
Minnesota Farmers Union.
National Farmers Organization.
National Farmers Union.
National Rural Electric Cooperative Association.
Northeast Public Power Association.
Northwest Public Power Association.
Oil, Chemical and Atomic Workers International Union AFL-CIO.
Service Employees International Union AFL-CIO.
Tennessee Valley Public Power Association.
Textile Workers Union of America AFL-CIO.
United Auto Workers.
United States Conference of Mayors.
United Steelworkers of America AFL-CIO.
Wisconsin State AFL-CIO.

Senator TUNNEY. Our next witness is Mr. Richard F. Ferris, treas-
urer, Air-Conditioning and Refrigeration Institute.
Mr. Ferris, if you would identify the people with you.

STATEMENT OF RICHARD F. FERRIS, TREASURER, AIR-CONDITION-
ING AND REFRIGERATION INSTITUTE; ACCOMPANIED BY G. R.
MUNGER; W. D. SPARKS; AND H. T. GILKEY

Mr. FERRIS. Yes sir I will do that.
On my left is Mr. G. R. Munger, who is the managing director of

the Air-Conditioning and Refrigeration Institute, about which you
will hear more in just a moment.
On my right is Mr. Wilbur Sparks who is director of legislative

affairs for the Air-Conditioning and Refrigeration Institute. Next to
him is Mr. Herb Gilkey, who is director of government and consumer
affairs, also for the Air-Conditioning and Refrigeration Institute.
Mr. Chairman, I have a 32-page prepared statement, which, with

your permission, I would like to have entered into the record, and
speak extemporaneously.

Senator TUNNEY. It will be. Thank you.
Mr. FERRIS. My position is, I am the worldwide product line man-

ager for environmental, construction, and industrial products for in-
ternational Telephone and Telegraph Corp., headquartered in New
York. I am appearing today in my capacity as treasurer and a direc-
tor of the Air-Conditioning and Refrigeration Institute, which is a
manufacturers association of 173 manufacturers of equipment and
components for refrigeration and air-conditioning systems in the
United States.
Our product sales represent in exCess of 90 percent of the products,

components, lubricants, et cetera, sold to refrigeration and air-condi-
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tioning systems in this country. We do not have foreign representa-
tion. 
The products manufactured are central residential air-conditioning

products, essentially consisting of outdoor condensing units and indoor
cooling coils or blower coil assemblies; heat pumps of a similar nature,
but outfitted to operate in the reverse cycle to provide winter heating,
as well as summer cooling; applied systems components used for
major nonresidential buildings of a commercial, industrial, or insti-
tutional nature, such as reciprocating and centrifugal compressors,
condensing units, water chilling packages, fans, coils, filters, valves,
and units of control of these systems.

Also, humidifiers and filters.
This association does not represent the window air-conditioner

industry.
Our members are acutely aware of the Nation's energy shortage and

the fact that it is serious. We are agreed that conservation is a neces-
sity. We are keenly aware of the consequences of the shortage in our
own industry, both as sellers in the energy-consuming industry and as
manufacturers requiring energy to perform our tasks. We support pro-
grams which will effectively bring about the proper use of our re-
sources, and we recognize the need to work to optimize air-condition-
ing systems, and the operation of these systems.
Our engineers and designers are engaged in this task daily and

progress is being made against this objective.
This morning, I would like to speak, first, specifically to S. 349,

section 20, paragraph 2, and I am speaking with specific regard to
central residential air-conditioning systems components. This para-
graph requires that submitted annual operating cost shall be made
by the manufacturer, and the key word is "manufacturer."

Air-conditioning systems, whether they be simple, for residences,
or complex, as may be the case of a system in this building, consist
of factory-made components, engineered into an integrated system
and installed and interconnected by an installing contractor with
ducts, pipes, wires, and controls.

It is fair to say, in our judgment, that the installing contractor
then becomes the manufacturer of the air-conditioning system in the
context of S. 349. I won't build up the way the thing goes, but simply
say, as a result of this, the manufacturer of the apparatus, which
represent, is not in a position to submit the operating cost of that
system for several reasons. I am still speaking of central residential
apparatus.
The first reason is the manufacturer does not sell to the consumer, he

does not interface with the consumer. He interfaces through a chain
of secondary -distribution. Second, the manufacturer does no system
design today. Twenty years ago, that was not the case; today it is the
case.

Third, one manufacturer does not always supply all of the system
components. even in a residence.
Fourth, the design and installation of the piping, the ductwork, the

interconnections, the control system, all of these things, have a pro-
found effect on the operation of the system and its efficiency. Use of
good engineering practice or lack of it affects significantly the energy
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input. And these are items which are of a technical nature, and would
probably not add too much to the conversation here today, but are
second nature to people in the sheet metal and piping business.

Nevertheless, the way in which these engineering practices are put
into practice have a substantial effect on not only the efficiency of
the system, but also its effectiveness. It is possible to use a lot of energy
and not produce any comfort conditions.
Therefore, we request that central residential air-conditioning ap-

paratus the systems and component:, including residential heat pump
apparatus, be reclassified into climate-conditioning systems and that
the responsibility for computing energy consumption or cost be as-
signed to the installer contractor.
What manufacturers can do is to provide reliable input/output data

on their products against a standardized set of operating criteria.
I refer now to section 20, subparagraph b, which says, "The Com-

mission shall direct each manufacturer of energy-consuming houSehold
products to conduct tests or calculations on all applicable models in
accordance with subsection (a) of this section."
And subsection ( a ) is the subsection that deals with the establishing

of simulated use cycles and use tests. Members of ART have already
done this through a certification program and a seal appearing on the
product assuring the customer that he is getting certified apparatus.
Now, what is the certification program? It is a program that we

have had in effect for 15 years whereby every manufacturer who signs
a license agreement with ART agrees to test his product in accordance
with a specified criteria. He does this, he submits the data to the
engineering department of ART, which consists of professional engi-
neer. He then is permitted to carry the label of this capacity and energy
draw.
He must submit to random testing by an independent third party.

We use Electrical Testing Laboratories in New York.
• The specifications of the certification program call for 30 percent
of each manufacturer's models to be tested annually. The expense
attached to this program is defrayed by shipping fees which each
manufacturer pays on each piece of goods shipped that are certified.
The program has a penalty clause for overrating, whereby the manu-
facturer, either through a random test procedure, or a complaint test
procedure by a competing manufacturer, if his equipment is found
to be overrated in terms of capacity or underrated in terms of current
draw, he has the alternative opportunity to either derate his equip-
ment, withdraw the model from sale, or in the event he chooses not
to do either, he will be removed from the certification program and his
name will be taken out of the directory.
We feel very strongly that this i5 a program with teeth.
I have brought with rue today the latest directory of the certification

program, which Mr. Munger will hand to you. You can see, I think,
it is not a piece of sales promotion material but, rather, a factual list-
ing of apparatus. The program has substance, Mr. Chairman. The
standard by which this program is operated is updated every 5 years
by the industry. This directory you are looking at is the most current
one for the period January through June of 1975.
Up until this directory, we published Btu output and watts input. 

With this directory, we are inaugurating the publishing of energy
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efficiency ratio in an effort to provide a consistent vocabulary for the
public, inasmuch as efficiency ratio was started with the window air-
conditioner program in 1974, which has been referred to earlier.
And you will find here, I daresay, in this product category 95 per-

cent or better of the products that are sold in interstate commerce
are listed in this manual.
I might add, as a plug for our industry, that this certification pro-

gram is only 1 of 11 such certification programs that we operate to
provide reliable performance data on energy consumption and energy
output to the public. All have random testing, all have penalty
provisions.
I would like to move to the subject of preemption now.
It is extremely difficult to design and produce products against

more than one standard relating to certification of capacity, standards
for development of data, and advertising.
We already exist in an environment where we must be responsive

to national safety codes such as the American Gas Association, Under-
writers Laboratories, American National Standards Institute Stand-
ard B-9.1, the Mechanical Code for Refrigeration Safety, ASME,
section 8 for Unfired Pressure Vessels, the National Electric Code,
Factory Mutual, and the Fire Insurance Association Codes.
Over the years, and with hard work and at great expense, we have

worked to meet some supplementary State and city codes which in
our judgment do not enhance consumer safety beyond the national
codes. We therefore endorse wording such as is found in section 1211
of S. 594 in this regard, which says Federal preemption is absolute,
there will be no permission to use other than the national standards.
I would also like to add our thoughts for your consideration on the

subject of existing structures. I refer here not only to residences, but
perhaps more importantly to other than residences, structures of com-
mercial or industrial nature, where a great percentage of our apparatus
is sold today. We would like to have you give consideration to extend-
ing this program to include new systems in any structure.
7ffe would like to reinforce with the weight of our experience the

thoughts expressed in section 4 and 4(b) of section 18 on consumer
education.
An informed public is essential to energy conservation, and we be-

lieve, and it has been our experience, that a massive educational job is
required to bring consumers to the pont where they can appreciate and
use owning and operating cost data to their advantage and the ad-
vantage of our country and our resource program.
Senator TUNNEY. Can I just stop you there?
Mr. FERRIS..YeS, sir.
Senator TUNNEY. Do you feel that it would be appropriate perhaps

to have some kind of requirement that the public utilities indicate in
their monthly bills the unit cost of electricity, the cost per kilowatt
hour, so that perhaps if we were to use a label such as has been sug-
gested by the Department of Commerce, which requires a knowledge
of the cost of electricity, it would be possible to have an informed
consuming public making use, in meaningful terms, of this kind of
label?
Mr. FERRIS. I don't think I could say we would be against it. I

thin, as was pointed out by the previous speaker, the cost of energy is
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a moving target, and it would be difficult for an energy company, or a
utility, to project, which really would be to the benefit of the consumer.
But I am not opposed to what you are saying.
Senator TuNNEy. You see one of the problems I have, and which

I am going to have to resolve with other members of the committee
and the Senate is with the provisions in the bill calling for an annual
estimated operating cost of the appliance with energy being a moving
target, and inasmuch as you do have such significant changes going on
in the price of electricity, I am fully aware that that provision of the
bill becomes additionally controversial. And perhaps it is a require-
ment which is not justified.
What I am attempting to do is balance the values as best I can. A

consumer who comes into a store and sees an appliance with annual
operating cost projection on the label, is probably going to be better
informed if the projection is accurate, than if he has to make a calcu-
lation himself.
On the other hand, if the estimate, the projection, is inaccurate,

then, of course, we are doing a disservice to the consumer, unless you
are dealing with relative values.
And then the question is how do you establish the relative values?

Of course, the Department of Commerce has attempted with one of
their programs, air-conditioner programs, to have energy efficiency
ratings. The question, of course, about the energy efficiency ratings is
whether or not that is sufficiently lucid a description to give to the
consumers the information that they need. And we all are muddling
along here trying to figure out what is the best approach to use.
What I am simply asking you is your opinion. You have expertise

in this area. I would like to know what your thoughts are.
Mr. FERRIS. It is a tough question for me, Senator, because we are

really not—I expand on that point a little later in my statement—I
don't feel we are sufficiently conversant with the habits of consumers
who buy in the store like brown goods and white goods, that we can—
I don't mean to duck the question—but I don't think we have that
kind of expertise to contribute to your question. I would have to say
in my experience that the subject of getting people to appreciate
operating costs would be a big step forward as compared to first cost,
particularly in the construction industry, as it relates to climate con-
ditioning systems.

Senator TIINNEY. I appreciate your candor. Go ahead, I didn't mean
to interrupt your train of thought.
Mr. FERRIS. That's perfectly all right. We were speaking about the

problem of education of the public, and I would like to make the point
that ART spends a great deal of money annually to promote its cer-
tification programs, and to make the consumer aware that solid pro-
grams are in being and have been in being for a long time, that
generate factual data on energy use and relative output characteristics.
I would like to move now to S. 594. title 12. and offer one point.
We support the idea of energy efficiency identification on energy-

consuming major appliances, and central residential air-conditioning
system components. The air-conditioning industry has carried this
idea into practice since 1959 through the vehicle of its certification
programs, the ART seal and the ART directory. We do not support
compulsory labeling for air-conditioning appliances for two signif-
icant reasons:
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One, it duplicates the ART certification program and may, therefore,
not be necessary expense wise.
But, perhaps, even more pragmatic, and repsonsive to your earlier

question, the consumer rarely sees a residential air-conditioning ap-
paratus before he owns it.. There are two situations in which a con-
sumer purchases central residential air-conditioning, first, the new
home. In the case of the new home, it will either be standard equipment,
in which case he buys the house or doesn't buy the house, or, in the
alternative case, it is an alternate add-on, or optional extra, if you will,
to the base price of the house.
Again, the consumer deals simply with the builder to express his

yea or nay as to whether or not he wishes to purchase the "central
residential cooling."
The purchase of that product is between the builder and the dealer-

installer.
Therefore—and in almost every case, I might add, the dealer-

installer and the house builder are dealing strictly in first cost for the
complete system. Not simply the apparatus. In any event, the con-
sumer does not walk into a store, such as brown goods Or white goods
store, and look at a unit, a Westinghouse or Carrier unit, or whatever,
and have an opportunity to view these tags.
He doesn't go in the store. And even if he did go in the store, as

might be the case in the aftermarket, although unlikely, he might go
to the dealer-installer's store the dealer-installer, first of all, would
probably only have one brand in his showroom, if he had a showroom.
And, number two, it would be one piece of equipment of show a con-

sumer the general configuration of what the heck the residential
airconditioner is, the quality of the tin and screws and such, of the
particular brand that he has.
But most times, even in the aftermarket, the consumer will do one

of two things. He will look at the brand of furnace that he has, call
up the dealer in town who carries that brand of cooling, get an esti-
mate, and make the decision whether he can or cannot afford the first
cost.
Perhaps the more discerning consumer will call two or three dealers

in town and get proposals.
The transaction is normally carried out following a survey, in this

event, by the people who are familiar with the apparatus, a survey
by the dealer-installer, and a proposal handed to the purchaser's home.
Again, not an environment where a tag on a piece of apparatus

serves any purpose in allowing the consumer to make the decision you
are referring to.
We believe, however, that the ART certification code and the pres-

ence of this directory, any transaction—obviously it is easy to carry
around for a dealer-installer—is the method by which the energy-
efficiency and the relative energy-efficiency, which is really the only
thing under control here, can be viewed and a decision made by the
consumer.

Senator TITNNEY. How do we control those manufacturers who oper-
ate out of your program—who say they don't want to be included in
your directory?
Mr. FERRIS. Let me say, if we can get 95 percent coverage, I think

we have done a great deal. I think with time, the percentage of non-
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participants gets even smaller and smaller. The pressure on the manu-
facturer from the reseller to have ARI-certified products is intense.
That is No. 1.
Now, No. 2, which is an important facet to the certification pro-

gram the manufacturer does not need to be a member of ART to par-
ticipale in this program provided he is willing to sign the license
agreement and pay the shipping fees.
We have seen a number of people in recent years capitulate, if you

will, to the competitive pressures of this program and come in.
Senator TUNNEY. Of course, one of the difficulties that I suppose

I have is what about the poor consumer that gets stuck with the cooling,
system that is manufactured by someone who is not under your pro-
gram, and thereby gets a system which perhaps is far less efficient than
the 95 percent of the systems which are included in your program.
I can understand from your point of view how you are very, proud
of this directory and your feeling is that 95 percent is a pretty good
ratio.
I am not at all sure that those of us who are in the business of legis-

lating for the public can accept a view that we should have 95 percent
coverage and just forget about the people who might pick up the
lemons that represent the 5 percent.
Mr. FERRIS. Well, No. 1, of course, we are manufacturers of appa-

ratus. Not the complete system. That is No. 1. We can't control beyond
that point.
And No. 2, as I pointed out, we are spending all of the money that

we can afford, in good times and had, to protect the consumer, if you
will, to get this program to 100 percent. 

iAnd n addition, we strive to obtain space in shelter publications
by offering very substantive articles to consumers on the merits and
the benefits of the Air Conditioning and Refrigeration Institute, and
the benefits of certified equipment.

Senator TUNNEY. I might say that I think that your direttory here is
extremely impressive. I think it certainly does, from just a cursory
glance at it, it does what you suggested you want to do, and that is
provide very detailed information as to the energy consumption of the
various units, and the energy-efficiency rating that is given to the vari-
ous systems. It suggests that some systems are extremely efficient, a 9.1
rating, whereas others are quite inefficient, using your standard scale,
having a rating somewhere around five.
Mr. FERRIS! Senator, I would like to, if I may, interrupt you for just

a moment. I would like to ask Mr. Sparks to speak to the Florida label-
ing law and that directory because I think you would be interested in
it.
Mr. SPARKS. Mr. Chairman, I am sure you know that a few States

already have passed labeling laws, energy labeling laws.
Florida is one of these. In early 1974 the Attorney General issued an

opinion down there which announces that reference to our directory is
equivalent, is conforming to the requirement of putting a label on
equipment, and that an installer-contractor down there, if he refers to
the directory and gives that information to the buyer, and that is an
EER number, he will be conforming to the requirements of the label-
ing law down there.
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It is a recognitio'n on the part of the Attorney General that the di-
rectory is an authoritative reference on this, and also brings to the
attention of the public that this directory is authoritative and is avail-
able to them.
Senator TITNNEY. Well, that is interesting. Of course, one of the

problems that we have in passing legislation which is too restrictive
m the specific requirements as to -wat should appear on the label is
that you have a change in the cost of energy, you have specific situa-
tions, such as the one that you refer to with your industry, that the con-
sumer probably never sees the unit on the shelf, he only sees it once it is
in the house. And it is the contractor who actually makes the choice as
to the unit, and therefore, there ought to be, perhaps, a greater degree
of flexibility as to the requirements of labeling than maybe is provided
in the bill that I have introduced.
I want to say that I am very appreciative, Mr. Ferris, of the great

amount of effort that you have put into the analyzing of S. 349. Your
comments have been extremely helpful. I would like to continue to stay
in touch with you, as we begin to draft the final version of the legisla-
tion, using hopefully the best aspects of the administration bill and
the best aspects of the bill that I have introduced.
Mr. FERRIS. We would be very pleased to, Senator. Mr. Munger, of

course, and the office of the ART staff are here in Rosslyn, Arlington,
right across the river, and we would be pleased to work with you and
your staff.
Senator TETNNEY. Good.
That would be very helpful.
In your presentation you question the preemption clause in S. 349,

stating that it might place an undue burden on the manufacturer. But
don't you believe that the provisions of the preemption give significant
protection to the manufacturer? It requires, and I quote here, "Upon
petition by any state or political subdivision thereof, the Commission
may, by rule, after notice and opportunity for presentation of views,
exempt from the provisions of this Subsection"—excuse me, I am
reading from page 16 of my bill now, section 23, Preemption. It is
line 18. "Upon petition by any state or political subdivision thereof,
the Commission may, by rule after notice and opportunities for pres-
entation of views, exempt from the provisions of this subsection under
such conditions as it may impose any state or local requirement, that,
(1) , affords protection to consumers greater than that provided in the
applicable Commission rule; (2) is required by compelling local
conditions, and (3) does not unduly burden commerce."
Mr. FERRIS. Let me answer that in three parts, if you will. First of

all, manufacturers, as you can appreciate, of this type of product are
producing standard goods. They are not built as custom components.
If you are a reseller, let's say, which would be a customer of the manu-
facturer, in an area such as Washington, you would have to cope
with D.C., Maryland, and Virginia regulations. In New York, with
New Jersey, New York and Connecticut regulations. As the law is,
perhaps Illinois and Missouri. It is difficult for a manufacturer to cope
with this situation, particularly with respect to standard apparatus.
Number 2, I would like to draw on an experience that, we have had

in the State of California with the Los Angeles Testing Laboratory
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and the City of Los Angeles, which has a very stringent code, believe
me, one of the most stringent in the country, with the simple clause,
if the apparatus is certified by Underwriters Laboratory and carries
their seal, that is the end.
There is no further involvement with the City of Los Angeles code.
Likewise, the State of Washington, as you may be aware, is attempt-

ing to adopt the Underwriters Laboratory code for all electrical ap-
paratus. Electrical apparatus way beyond the capability of Under-
writers Laboratory to test and certify.
So, I think the interest in the States is to find a Federal or nationwide

code, if you will, not a government code, necessarily, but a nationwide
code that they can adopt into their city codes or State codes. It is to
their advantage, actually.
And to reiterate the first answer, I think it would make it very

difficult, no matter. You know the point being implied here, if a code
on the part of a State or city is more stringent than the national code,
it is better. I mean' that is the implication. I don't think that we can
cope with that, with the volume of products that are sold on a nation-
wide basis in this industry.
Senator TUNNEY. Well, there are two provisos for getting out from

under, that I think are relevant to what you just said. "If required
by compelling local conditions," and "does not unduly burden com-
merce."
What you have suggested would unduly burden commerce.
Mr. FERRIS. I think that I have to say that, you know, I can't—
Senator TUNNEY. What you are concerned about is the fact that it

is going to be a decision made by a man or a woman, and that, there-
fore, you are never sure.
Mr. FERRIS. I couldn't have answered it better. Thank you.
Senator TUNNEY. Well, I really appreciate your testimony. It has

been very helpful, and we will be in touch with you.
Mr. FERRIS. Thank you.
[The statement follows:]

STATEMENT OF RICHARD F. FERRIS ON BEHALF OF AIR-CONDITIONING AND
REFRIGERATION INSTITUTE

My name is Richard F. Ferris. I am Product Line Manager for Environmental,
Construction and Industrial Products, International Telephone and Telegraph
Corporation, headquartered in New York City. I appear here today in my capa-
city as Treasurer and a Director of the Air-Conditioning and Refrigeration
Institute, a national trade association of 173 manufacturers who produce more
than 90 percent of all U.S.-made equipment, as well as related components, used
in refrigeration systems and air-conditioning systems.' The organization is com-
monly known as ARI, and I shall refer to it in this statement.
I welcome this opportunity to express views on S. 349, a bill to assure meaning-

ful disclosure of the annual operating costs of certain products, automobiles and
systems, and S. 594, a bill to increase domestic energy supplies and availability
and to restrain energy demand. Because members of ARI manufacture and
market components of climate conditioning systems, as defined in S. 349, because
such climate conditioning systems are installed in new residential buildings
which would be affected by the proposed prescriptive and performance energy
conservation standards which, in part, are the subject of Title XII of S. 594,
and because many of the components made by ARI members also fall within the
definition of "appliance" in Section 1203 (b) of Title XII of S. 594, these mem-
bers have given careful study to the provisions of these two bills.

A list of ARI's members follows the text of this statement as Attachment 1.
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The products of ARI-member companies which would be affected by these bills
are:
(1) central residential air conditioners, each commonly consisting of a cooling

coil, located in an air-duct system inside the home, and a condensing unit located
outdoors;
(2) residential heat pumps, having the same components listed above, but

arranged so that they might both heat and cool a residence through the central
ducting system;
(3) components of systems for commercial and industrial refrigeration and air-

conditioning systems, including heat pump systems, for large structures such as
centrifugal refrigerant compressors, coils for refrigeration, cooling or heating,
packed equipment used for refrigeration or air conditioning, fans and blowers
for circulating air, and various types of valves or other devices for controlling
the flow of air, refrigerants, water, and brines, etc;
(4) humidifiers, designed to add moisture in winter to air circulated through

an air-duct system ; and
(5) air filters, designed to remove particulate matter from the air circulated

through an air-duct system.
The members of ARI are acutely aware of the fact that the nation's shortage of

energy is serious. We are agreed that energy conservation is a national necessity.
We are very much aware of the consequences of this shortage in our industry,
and we support programs which will effectively bring about the proper use of our
energy resources.
We recognize that a major economic problem for the long term future is to make

the most effective use of our nation's energy resources. Air-conditioning equip-
ment must be manufactured, and systems designed and operated, so as to achieve
optimum energy utilization. Our engineers and designers are engaged in this
effort and are increasingly succeeding in their striving toward this goal.
We feel that legislation and regulations dealing with energy use, if required,

may appropriately be directed toward achieving these goals; however, we believe
that the government should establish guidelines rather than legislating specific
and perhaps restrictive means to achieve such objectives.

Before making specific comments on these bills, ARI wishes to emphasize that
air-conditioning and refrigeration equipment installed in a structure are not
factory-finished entities, ready to be unpacked and put to use by the purchaser.
Instead, they are a group of system components which perform their intended
function only after they are fully integrated in a system engineered for the struc-
ture at the site. The air conditioner cannot cool air, the humidifier cannot add
moisture to the air, the heat pump cannot warm or cool, and the filter cannot clean
air until they become a part of a functioning air-duct system within the home of
the consumer. Someone other than the product manufactttrer must carry out the
essential tasks which allow the product to perform its intended function.
Most equipment manufacturers in the industry sell their products to distributors

or wholesalers, who in turn sell to retailing and installing contractors. (A few sell
directly to contractors.) In the normal course of business, manufacturers do not
specify or select equipment for a specific installation. For example, the equipment
manufacturers do not install their products in the homes of the ultimate pur-
chasers of central, residential air conditioners. Instead, the system components
are selected, sold and installed for the consumer by an installer-contractor, who
performs multiple roles of the retailer, system designer, equipment selector, and
system installer. It is to this retailer that the consumer must look, and upon
whom he must rely, for selecting equipment of a proper type and capacity required
to provide comfort in his home.
This retailer' does more than select, sell and install equipment. In effect the

retailer-contractor "manufactures" the air-conditioning system on the consumer's
premises. As a result of a survey and calculations using engineering data, he
determines the type and capacity of equipment which is needed. He selects and
purchases the specific products which will become parts of the air-conditioning
system. Often these will include products of several different manufacturers—
an air conditioning unit from one manufacturer, a heating unit from a second,
a humidifier from a third, and a filter, perhaps from yet another manufacturer.
He selects, positions, and installs the air control devices that supply and return
conditioned air within the occupied space. He makes appropriate utility con-
nections, and he starts and adjusts the system for the proper operation.
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The skill of the installer-contractor in carrying out this manufacturing process
directly affects the consumption of electricity by the air-conditioning system.

The basic engineering on the size of the unit needed, the calculations in properly
sizing the air-ducts, and the decisions in selecting the type of wiring, the type

of air outlets and the routing of ducts through the floor plan of a home, com-
mercial or industrial building all are vital to the ultimate efficiency of the sys-
tem and have a significant effect on the amount of energy the system will
consume.

Therefore, both the consumer and the equipment manufacturer rely heavily
on the skill and judgment of the designer and the installer-contractor. The con-
sumer relies on them for system performance; the equipment manufacturer relies
on them to perform this function with the degree of skill required to insure
that the system components—the manufacturer's products—will perform as
they are intended to perform.
Concerned though he must be about the ultimate disposition of his product,

the equipment manufacturer can exert no real control over any sale except the
one which he himself makes to the distributor of his product. He cannot control
his distributor's sale to the retailer-contractor, nor can be control the retailer's
sale to the consumer. Either type of interference would constitute a violation
of the antitrust laws. •
There are, therefore, significant differences between the products of ARI

members and other household equipment classified as "appliances." The differ-
ences are in the manner of marketing, the degree of. readiness for immediate
use when the products leave the factories of their respective manufacturers,
and the steps required to be taken before the products can be considered as a
completed system and ready to perform its intended function.

S. 349 recognizes these facts through its definition of "climate conditioning
system," beginning at line 15 on page 4 of this bill. It also recognizes this by
dealing with climate, conditioning systems separately from "major energy con-
suming household products" (page 6, line 10), and by specifically separating its
consideration of the "supplier" of a major energy-consuming household product
from the "supplier" of a climate conditioning system, defining the latter as an
engineer or contractor who is designing such a system in a previously unoccu-
pied building.
• We believe that these factors must be clearly kept in mind when considering
this bill, and that air-conditioning equipment should be regarded as components
of climate conditioning systems, including central residential systems, rather
than major energy-consuming household appliances in the context of this bill.
Furthermore, it should be noted that the air-conditioning and refrigeration

equipment installed in a structure is only a component of the larger system
which is a part of Molt building. For each such system, there are at least four
distinct stages in which decisions affecting energy consumption are made.
These stages are:
(1) design of the structure suitable for its intended use and of compatible

systems, which includes selection of equipment required by these systems ;-
(2) installation of the systems, including their components;
(3) operation of the systems; and
(4) maintenance of the systems.
In virtually all instances, a given organization will perform no more than one

or two of these functions. As a consequence, and despite their concern, the manu-
facturers of the system components usually have no direct control over the
proper application, installation, operation and maintenance of their products in
the larger system. The manner in which each of these functions is performed
will substantially affect the amount of energy consumed by the _system.
In light of these considerations, ARI members agree that users of products

which consume energy should be provided with information which will enable
them to know the energy-consuming characteristics of the products and systems
which they operate. We believe that disclosure of such information and data
should be made by the person or persons responsible for the final design and/or
assembly of the system. In the case of commercial, industrial and institutional
buildings, including special-use structures such as refrigerated warehouses, the
disclosure of energy consumption by air conditioning and/or refrigeration systems
should be provided to the owner or operator by the designer of the system or the
structure. Manufacturers of system components in an air-conditioning system
or refrigeration system can and should provide sufficient data to allow the -
designer or installer, after taking into account the local climatic data, to calcu-
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late and disclose to the user the approximate amount of energy which will be
consumed in normal operation of the system.
Where it is appropriate, manufacturers should provide data which will allow

the designer or installer to calculate the cost of the energy required to operate
the system. The manufacturer certainly cannot supply operating cost informa-
tion, since the cost of this energy varies from one market or community to
another. To be at all effective and informative, such a cost disclosure would
have to take into consideration these local utility costs. In addition, this dis-
closure would have to be based, in part, on local climatic conditions. The basic
data for these factors will not be easily available to component manufacturers.
They would be available to component manufacturers. They would be available,
however, to the system designer.

S. 349

S. 349, which is similar to S. 3938 (93rd Cong.), had its genesis in S. 1327
(93rd Cong.) and S. 2176 (93rd Cong.). The latter bill was passed by the Senate
but never became the subject of hearings in the House of Representatives during
the 93rd Congress.
These bills all treated "major energy-consuming household products" dif-

ferently from "climate conditioning systems." In general, they called for labeling
by the manufacturer on major energy-consuming household products—generally
classed as "appliance"—and called for some type of disclosure of the estimated
annual cost of operation by the designer or contractor who installs the climate
conditioning system.
We favor the approach in S. 349 which places the responsibility for disclosing

estimated operating cost of a specific system on the engineer or contractor who
is designing that system. ( See page 6, line 18; page 10, line 12, et seq.)
Members of ARI do not believe that S. 349 should be limited in its application

to previously unoccupied buildings. Section 19(3), at line 15 on page 4, Section
19(11) at line 18 on page 6, and Section 21(a) at line 12 on page 10, all contain
this limitation. We believe that it should apply to both new construction and
previously occupied buildings.
Many studies and investigations made in recent years indicate that energy.

consumption can be reduced substantially in commercial, institutional, govern-
mental, industrial and residential buildings already in place As the editor of
Aireonditioning and Refrigeration Business magazine pointed out in its Febru-
ary, 1975, issue:
"This priceless energy is being wasted in . . . existing commercial, office,

school, hospital and government building space throughout the country, not to
mention the energy loss in . . . homes or . . . factories.
"The technological know-how to save this energy has been practiced by engi-

neers in the heating, ventilating and air conditioning industry whenever they
had the opportunity to do so. The hardware to implement energy savings was
developed long ago by the HVAC manufacturers and, as a matter of fact, is on
the shelf. A sufficient number of buildings around the nation stand as proof to the
energy efficiencies possible, and as proof that the technology and hardware is
known and available."
In line with this conclusion, we believe that S. 349 should be directed not only

to new construction, but also to a separate program to modify, alter or refit such
buildings in the heating, cooling and lighting areas. It was estimated by Air-
conditioning and Refrigeration Business that such a program made applicable to
Federal, State, county and municipal buildings alone could he paid back to gov-
ernment in a maximum of five years out of operating budget savings.

Similarly, we _need a massive educational program directed to energy-wise
operation by managers of commercial and industrial buildings and by home-
owners using climate conditioning systems. Such an educational program should
be an essential part of the energy policy of the United States. It Should empha-
size what the user himself can do to make the best possible use of energy in his
own building or his own home and, simultaneously, to reduce his own energy
costs. These efforts would have the dual effect of conserving energy and making
the consumer energy-conscious, so that when he does purchase equipment for
his home or for any other structure, he will consciously consider energy utiliza-
tion characteristics as an important factor in determining the specific product to

be purchased. Until the user does this, energy labeling or a disclosure of the
estimated cost of operation can have only a small effect toward conserving the

nation's expenditure of energy in climate conditioning systems.
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The Air-Conditioning and Refrigeration Institute -believes that it is impossible

to over-emphasize the importance and potential energy-saving benefits of such an.

educational program. We believe there is far more potential for conserving

energy in the wise operation of equipment already in use, than there could be,

for many years, in the gradual movement of more efficient products from design

to production, distribution, sale and, finally, use in buildings. We believe that

all possible steps to achieve such improved levels of maintenance and operation

should be of the highest priority. We urge the Committee on Commerce to con-

sider the importance of this matter.
S. 349 should be addressed, therefore, both to new construction and to pres-

ently occupied buildings. Retrofitting existing structures with materials, equip-

ment and systems which will make theni more energy-efficient is possible and may

be necessary in some cases. Whether retrofitting is carried out or not, large

amounts of energy can be saved now by improved operation and maintenance, of

existing systems-in buildings.
We believe that the intention of the drafters of this bill in Section 21 (a ),

beginning at line 12 on page 10, is to require that the supplier of a climate condi-

tioning system installed in a previously unoccupied building disclose, prior .to

the sale or lease of the building, his estimate of the annual operating cost of that

system. "Supplier" iS defined in Section 19(11) at line 18 on page 6, as ,"any

engineer or contractor who is designing a climate conditioning system for use

in a previously unoccupied building." Section 21(a) does not clearly require this,

disclosure by the supplier.
As it reads in the bill, Section 21 (a ) provides:
"Beginning 18 months after the date of enactment of this section, it shall be.

unlawful for any supplier or person to sell or offer for sale in commerce for

purposes other than resale any new major energy-consuming household product

for which such procedures have been adopted; or new automobiles; or to sell or

lease, or to offer for sale or lease, any previously unoccupied building from which

a climate conditioning system has been designed subsequent to the adoption of

such procedures; unless the estimated annual operating cost of such product,

automobile, or system is disclosed by the supplier or person prior to any such

sale or lease."
This seems to assume that the supplier will be the seller or lessor of a previ-

ously unoccupied building containing a climate conditioning system designed.

subsequent to the establishment of model calculation procedures by the Federal

Trade Commission. No direct burden is placed on the supplier to disclose the

estimated annual operating costs to the buyer or lessee of the building if he is

not the seller or lessor.
Furthermore, Section 22 (a ), at line 18 on page 14, makes "violation of aiy

disclosure provision of Section 20 or 21" an unfair or deceptive act or practice
and subject to proceedings under Section 5 of the Federal Trade Commission
Act. It is not at all clear that Section 21 speaks to the supplier who is not a
seller or lessor of a building, and it certainly is not clear that the penalties which
Section 22 (a ) provides are to be applied to any supplier mentioned in Section
21 (a) unless he is a seller or a lessor. We believe the language of Section 22(a)
should be altered to much more clearly -comply with what we think is the intent
of the drafters of this bill.
We have some specific comments about the language of S. 394 which may be.

helpful to the Committee during its consideration of this bill.
On page 4, line 18, "climate conditioning system" is defined as any system

which is designed to be installed or is installed in a previously unoccupied build-
ing for the purpose of artificially controlling temperature or humidity levels in
such building or portion thereof. This suggests that only air temperature or
humidity are basically controlled. We suggest that air quality—through natural
or forced ventilation, as well as filtration or otherwise—also may be controlled.
We suggest that language such as ". . . artificially controlling the temperature,
humidity or quality of the air within such building . . ." may be a more
accurate renresentation.
On page 5, line 18, "fuel" is defined as butane, coal, Diesel oil, fuel oil, gasoline.

natural gas, propane, or steam obtained from a central source: or any other
substance which, when utilized, is capable of powering a major energy-consum-
ing household product, automobile, or climate conditioning system. The weakness
of this definition is that it makes no distinction between energy sources used for
the first (and usually last) time in the product, and energy sources which
are the waste of products from other devices—such as Diesel engine exhaust
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gas to heat water, turbine exhaust steam to operate an absorption refrigeration
system, etc. The key factor seems to us to be depletion; solar energy and windpower, for example, are not subject to depletion. We suggest an alternativedefinition : "Fuel means any natural resource or derivative thereof, used directly
or indirectly to power a major energy-consuming household product, automobile
or climate conditioning system and whose, use causes a depletion in the availabil-
ity of such natural resource." (Elsewhere in the bill, "electricity" is distinguishedfrom "fuel.")
The requirement in this bill which calls for the Federal Trade Commission to

establish model calculation procedures for use in determining the estimated
annual operating cost of climate conditioning systems refers in line 7 on page 10
to the -best possible utilization by the Commission of appropriate existing
procedures and professional expertise." The same definition also speaks of con-
sultation by the Commission with organizations representing the climate
conditioning industry. The certification programs of ARI, set up to give assurance
to consumers, engineers, contractors and specifiers of industry products, are an
important example of -appropriate existing procedures and professional exper-
tise" which may be of assistance to the Commission. These ARI programs, open
to both members and non-members of this trade association, are each based on
an ARI standard which is produced by product-section engineering committeescomposed of industry experts. Under these certification programs, participantsagree, pursuant to firm contracts, that they will:
(1) submit test data on products to be certified;
(2) allow random testing by an independent laboratory on products to becertified;
(3) derate, re-engineer or withdraw from the market models which do notcomply; and
(4) comply with these procedures on all their models in the specific program.
We believe that the professional expertise rising out of ARI activities, and in

particular out of these certification programs, can be very valuable to the Com-
mission in developing model calculation procedures if this bill is enacted into law.In Section 21(a), beginning at line 6 on page 11, it is provided that "if esti-
mated annual operating costs are significantly different in the different sectionsof the country, communications covering more than one such section in the
form of mail-order literature, catalogs, brochures or other media which contain
price data shall contain national average values of estimated annual operating
costs and shall disclose clearly and conspicuously that the estimated annual
operating costs of such products for any specific section of the country may be
obtained from the supplier." While this section is primarily applicable to major
energy-consaming household products, we think the Committee should consider
the fact that the use of national averages should be (and can be) avoided, as
they can be contrieved to imply misinformation. It is not common practice in
mail-order literature to include the amount of information called for in this
provision of the bill; we believe the manufacturer, in his general producer litera-ture, should be permitted to reference his catalog or specification sheet on which
such information customarily is included, and should be allowed to point to local
sources having such information as means of correction for specific localities or
regions, utility rates, etc.
We call to the attention of the Committee that it is important to keep in mind,

in connection with this and other energy bills, that the nation's goal must be to
make the most effective use of its energy resources. Legislation relating to energy
use should always be directed toward achieving this objective. It must be recog-
nized that the manufacture of equipment which is more efficient in conserving
energy requires. the use of increased quantities of energy-intensive and frequently
scarce materials. The cost of the additional energy used in the production of these
materials will be reflected in the cost of the more efficient products. Total energy
conservation must strike a constructive balance between the increased require-
ments of the energy-intensive materials and the decreased energy requirement
of the more efficient products.
ARI believes that laws and regulations which relate to the disclosure of energy

utilization should be uniform in all essential characteristics. If nonuniformity
exists, manufacturers who sell in more than one affected jurisdiction will be re-
quired to provide different information—and perhaps different products—to
purchasers in different jurisdictions at substantial extra cosfs to users and with-
out benefit to users or the public. Similarly, architects and engineers who design
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buildings and the energy-consuming systems included in those buildings will

be forced, absent this uniformity, to use different design criteria and calcula-

tion procedures. The members of ARI believe that reasonable Federal preemptive

legislation would be far preferable to a myriad of conflicting State and local

laws and regulations. A Federal law should preempt any rules, regulations and

laws which conflict with'its provisions.
The importance of a strong and effective Federal preemption of State and local

laws on energy labeling increases every clay. State and local bodies are consid-

ering proposals to require energy labels of several different varieties and some

of these proposals already have been enacted into law. Virtually every State and

local program will differ from every other one. This will present a very trouble-

some problem for the manufacturers of products to which such laws apply. The

manufacturer will find it very difficult, if not impossible, to comply with these

differing laws and regulations. This will be especially the case if the State and

local laws require the manufacturer to place different energy labels on products

being shipped into different market areas. Such labels have to be placed in the

shipping carton with the product at the time it is packed, and in some cases this

packing occurs long before the ultimate destination of the product is known.

In addition, we must point out, the product may be shipped to a distributor or

installer-contractor who serves a multi-state area. Shipments to St. Louis, Mo./

Ill., Kansas City, Mo./Kans., the New York—New Jersey—Connecticut area, and

Washington, D.C., (serving suburban Virginia and Maryland) are only a few

examples. If jurisdictions surrounding the point of receipt of such a shipment

were to enact energy-labeling statutes or ordinances, it is inconceivable to expect

that they would be identical, and compliance would be very expensive, if even

possible.
While we favor very real protection to consumers in their purchase of all

products, including air-conditioning and refrigeration equipment, we believe

that the preemption requirements of S. 349, as set out in Section 23 (a) and (b),

beginning at line 8 on page 16, are not realistic. Instead, we favor the preemption
requirement of S. 594, stated in Section 1211 of that bill, beginning at line 5

on page 129. This provides that Title XII supersedes "any and all laws and

regulations of the States or political subdivisions thereof, insofar as they may

now or hereafter provide for the disclosure of energy use or consumption, energy

efficiency, efficiency ratio or annual operating cost of any product, if there is

in effect and applicable any specification with respect to such product."
Section 23 of S. 349 contains only a qualified preemption. It provides as above,

but goes on to provide that "upon petition by any State, or political subdivision

thereof, the Commission may, by rule, after notice and opportunity for presenta-

tion of views, exempt from the provisions of this subsection, under such condi-

tions as it may impose, any State or local requirement that (1) affords protec-
tion to consumers greater than that provided in the applicable Commission
rules; (2) is required by compelling local conditions; and (3) does not unduly
burden commerce."
We fear that this qualified preemption in S. 349 is not a wise one and will

result in an unnecessary burden on all interested parties. Federal preemption is
crucial to our industry if an energy disclosure law is to be enacted, for unless
manufacturers can sell their products in a uniform commercial climate, they
will be severely handicapped. Ultimately, a similar handicap will be placed on
the consumer by reason of the expense which would be placed on the manu-
facturer, the designer, and the installer-contractor.

S. 594

As background for our comments on S. 594, we believe it is appropriate to
call to the Committee's attention the work presently being done by the Ameri-
can Society of Heating, Refrigerating and Air-Conditioning Engineers, Inc..
known as ASHRAE, in the area of conservation of energy and the control of
environment. Starting from earlier efforts by the National Bureau of Standards
(NBS) made at the request of the National Conference of States on Building
Codes and Standards (NCSBCS), ASHRAE is in the final stages of designing
and issuing a standard on "Energy Conservation in New Building Design." It is
known at present as "Standard 90P."
Prior to January, 1973, NBS engaged in writing the predecessor document,

and at the Semi-Annual Meeting of ASHRAE in February, 1973, that draft was
considered at length. The result of that consideration was that NCSBCS turned
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over an NBS draft of this standard document to ASHRAE, with the request that
the Society proceed with the writing of a standard. Since that time, literally
thousands of manhours and very considerable sums of money spent for travel
and other expense have been donated by members of ASHRAE who formed the
Project Coordinating Committee, the more than 100 other representatives of
industry and the design professions who have prepared the draft and the thou-
sands who have critically reviewed this draft. These are persons who are experts
in this field and represent the best knowledge of the state of the art of construc-
tion materials, equipment, lighting, power, etc.

It is probable that the final draft of Standard 90P will be approved and issued
as ASHRAE Standard 90 later this year. Once it is approved and issued as an
ASHRAE Standard, it is anticipated that this standard will be reviewed and
updated on at least an annual basis. This is a more frequent revision schedule
than the present procedure for updating ASHRAE standards because, as this
new standard is applied, areas which require revision will quickly become
apparent.
The intent of Standard 90P is to provide a method of designing the energy-

consuming systems in a building and then to evaluate its systems so that the
overall energy consumption can be reduced to a minimum while still maintaining;
occupancy comfort—both physical and visual. The purpose of the standard, there-
fore, is to provide performance-oriented design and evaluation criteria for en-
ergy-efficient buildings.
The performance requirements and criteria contained in Standard 90P are

directed toward the design of building envelopes with high thermal resistance and
low-air leakage, and toward requiring practices in the design of improved me-
chanical or electrical systems which promote the efficient usage of energy. Such
efficient use of energy can be achieved by the use of energy without following each
and every detailed requirement. It is intended that these criteria will be flexible
and that designers will be encouraged to use innovative procedures and tech-
niques to achieve efficient utilization of energy.

Standard 90 will be important to the designer as well as to the ultimate owner
or user of the building. Some chapters of the standard will have more importance
because they directly affect the design of the building and may also affect its
esthetics and its orientation. It is a well known fact that extra money spent in
first cost for energy efficient design and equipment can, and usually does, result
in a lowered operating and/or life cycle cost.
ARI's comments on S. 594 will be addressed first to Section 1004 of that bill.

Subsection (a) (1) would appear to eliminate such standards as ASHRAE Stand-
ard 90P. While that standard is being prepared by the private sector, it is clear
that, by the time the standards covered by Section 1004 would be ready, Standard
90 will be adopted by many States. The prescriptive energy conservation stand-
ards for new residential buildings to which Subsection (a) (1) is addressed would
have to be developed and published in the Federal Register within six months
after enactment of Title XII. The final prescriptive standards would have to be
developed and promulgated within six months after their publication, and would
become effective one year after such promulgation.
In view of this apparent conflict, we suggest that Section 1004 should make

provision for adoption of suitable existing private sector standards, specifically
standards such as ASHRAE Standard 90.
The same considerations and the same comments apply to the proposed per-

formance energy conservation standard for new commercial buildings covered by
Subsection (a) (2) of Section 1004.
Section 1004(b) requires that all standards promulgated under this section

take account of, and make such allowance as the Secretary of Housing and
Urban Development determines appropriate for, climatic variations among the
.different regions of the country. To the extent that the standards referred to deal
only with energy, and not first cost, operating and maintenance costs, and replace-
ment costs, this paragraph is satisfactory. But the economic consequences of thistype of rule should be weighed and balanced by the Committee.
Section 1005(a) prohibits approval by any Federal officer or agency of any fi-

nancial assistance for the construction of a building in any area of a State unless
that State has certified that the unit of general local government having juris-diction over such area has adopted and is implementing a building code providing
-for the enforcensent of an effective energy conservation standard promulgated
'pursuant to Section 1004, or unless the State certifies that a State code or re-

51-440-5-5-19
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quirement providing for the enforcement of such a standard has been adopted
on a State-wide basis or within the area in which such building is to be located.
This section strikes at the right of well qualified private sector organizations

to prepare and have implemented by State and local jurisdictions such codes as
are here under discussion. The National Electrical Code of the American Na-
tional Standards Institute (ANSI—C1) and the Safety Code for Mechanical
Refrigeration of the same oragnization (ANSI—B9.1) are examples in point. If
a State or local jurisdiction has adopted a privately developed safety standard
of comparable or more stringent requirements than the Federal document, this
should be accepted. As a matter of fact, such standards should be eligible for
consideration under Section 1004(a) (1), (2), and (3) of this bill. Section
1005(b) partly meets this objection, but it is for a temporary period. Such a
code or requirement should be considered for acceptance on a permament basis.
We urge, however, that the Secretary be required to include safeguards on up-
dating, etc.
At this point in our comments on S. 594, we wish to examine several of the

definitions in Section 1003 of the bill.
In Section 1003(4), dealing with the "residential, building," we suggest that

provision be made for distinguishing between one- and two-family housing and
multi-family housing.

Section 1003(5) deals with the "commercial building." We suggest that addi-
tional language be added so that this definition refers to "any building developed
for use other than residential occupancy, including buildings developed for in-
dustrial or public use, with the exception of those portions of a building which
houses processing or fabricating equipment or operations which do not require
maintenance of 'comfort' conditions."

Section 1003(12) deals with the "prescriptive standard." We suggest that
language be added to this definition so that it refers to "a minimum standard de-
scribing the materials or the means, such as structural components, systems and
subsystems, to be employed to meet the prescribed thermal or energy consump-
tion requirements of a building and/or component thereof."

Standard 1003(13) speaks to the "performance standard." This definition
seems inconclusive and contradictory. We suggest that it be altered so that the
definition refers to "a minimum energy conservation standard for various classi-
fications of buildings which places an upper limit on energy losses through
the building envelope, and the maximum energy input, or minimum operating
efficiency, on the equipment and systems in connection with heating, cooling,
ventilating, lighting, or providing domestic hot water for a building, and which
may include or be accompanied by one or more illustrative prescriptive solutions
which meet the performance requirement specified." Many standards are written
for which illustrative examples are unnecessary and could be construed as
restrictive.

Summary of Title X
In effect, Title X is directed toward the establishment of a Federally-developed

national building code. ARI believes that the proponents of this bill should offer
inducement to existing groups in the private sector to join together to produce
such a code on a basis acceptable for meeting the needs which prompted the bill.
Section 1009 is one such approach, but it does not make specific provision for the
new National Institute of Building Sciences or for other groups (such as a
coalition of the principal building code organizations) to be encouraged to develop
a single code.

Title XII
On October 24, 1973, the Assistant Secretary of Commerce for Science and Tech-

nology, Betsy Ancker-Johnson, issued procedures for a voluntary labeling pro-
gram for household appliances and equipment to effect energy conservation. The
goal of this program has been to encourage manufacturers to provide consumers,
at the point of sales, with information on the energy consumption and energy
efficiency of household appliances and equipment. Manufacturers who agree to
participate in this program uniformly display such information on labels attached
to energy-consuming appliances and equipment which they manufacture and
market.
The first voluntary energy conservation specification issued under this pro-

gram, dated April 25, 1974, applied to room air conditioners. This program re-
quires the use by participating manufacturers of labels stating the appropriate
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energy efficiency ratio (EER) number on each room air cnditioner they market.The program covering room air conditioners is receiving quite good acceptancefrom industry. As of December 23, 1974, 22 manufacturers had voluntarily agreedto participate. According to a spokesman Of the Department of Commerce, thesecompanies account for about 95% of sales.
At present, a second program is pending. It was proposed on December 31, 1974,and it will cover refrigerators, refrigerator-freezers and freezers. The proposedprogram for refrigerators, refrigerator-freezers and freezers offers the prospectivebuyer of one of these items an estimated cost of operating the particular model onwhich the label appears. This figure is based on a stated "rated energy consump-tion per month" and a stated electric rate. Buyers may convert the estimated costof operation to their own situation by use of a conversion table on the labelwhich gives figures for other electric rates.
In effect, Title XII would make mandatory this voluntary labeling programof the Department of Commerce. ARI recognizes that there is a need to make themost effective use of our nation's energy resources, and that air conditioningequipment must be manufactured, and systems designed and operated, so as to

achieve optimum energy utilization. But we feel that legislation and regulations
dealing with energy use should be directed toward the establishment by govern-
ment of guidelines, rather than toward specific and perhaps restrictive means to
achieve these objectives. While many AM members are among those who have
agreed to voluntarily cooperate with the Department of Commerce labeling pro-gram as it stands today, we feel that the establishment of this program as amandatory program would not be wise.

Products which are within the ART scope and would be eligible for inclusion
in the mandatory labeling program under the definition stated in Section 1203(b)
are central air conditioners and heat pumps which are installed as components of
the system intended to heat and/or cool a dwelling unit or a commercial
establishment.
We believe that placing energy labels on central residential air conditioners

would be of limited value for two reasons. The first is that such a provision would
require that information, already available as a result of voluntary industry
certification programs, would be duplicated. The ART certification programs
on these products require that data on energy utilization efficiency, such as that
which would be required by Title XII, is now published in a directory of certified
products and is therefore available to contractors and to the public. This program
is self-governing and the competitive pressures of the market place provides
strong encouragement for manufacturers to participate. In fact, the manufac-
turers of approximately 95 percent of central residential air conditioning and
heat pump equipment participate in these certification programs. The members
of ART are proud that the industry has recognized the legitimate consumer needs
for certified rating and energy consumption information and that the industry
has responded to satisfy this need.
The second reason for questioning the value of mandatory energy labeling

stems from a recognition that the consumer seldom purchases a central air condi-
tioner in such a way that he is exposed to labels or displays which might inform
him adequately of the energy utilization characteristics of products identical
or similar to one which might be installed in his home. ( This is one respect in
which the purchase of a central air conditioner differs from the purchase of a
room air conditioner or other appliance.) Although large retailing organizations
which sell central residential air conditioners may display a few sample models,
by far the greater portion to have an opportunity to inspect an air conditioning;
unit or to be significantly exposed to information relating to the energy con-
sumption characteristics of the equipment.
In 1972 about two-thirds of the central residential air conditioners sold went

into new construction, including single-family homes, apartments and mobile
homes. In most such instances, the consumer has no voice in the selection of the
air conditioner. The owner or builder of an apartment or commercial establish-
ment—or perhaps his architect or engineer—specifies the equipment that is to be
installed. In single-family homes, the equipment is usually specified by the devel-
oper: the consumer purchases a finished structure and all the eqnipment in it,
including air conditioning. An exception to this general rule might occur with a
customer-designed and built single-family home. Air conditioning for a mobile
home is usually an "extra" installed by the dealer or a contractor retained by
him. There may be some opportunity here for a consumer's concern for energy to
influence the equipment selection.
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This type of consumer, therefore, generally has little chance to influence the
selection of central air-conditioning equipment with improved energy utilization
characteristics. Indeed, the speculative character of construction markets suggests
that any improvement in energy utilization characteristics of a product would
not be an effective incentive for purchasing if the improvement is accompanied
by an increase in product cost. As we have pointed out earlier in this statement,
only consumer awareness of and concern for energy conservation can alter this
situation constructively.
The approach of Title X, calling for a disclosure of energy efficiency by the

engineer or designer of a central air conditioning system to the buyer of the
system or the purchaser of the building in which such a system is already located,
is a much more realistic way of getting efficiency or cost information on a central
air-conditioning system to the purchaser of the system or building in which it is
contained. Additionally, system specifications calling for higher component effi-
ciency will put the desired pressure on manufacturers to improve their products.
In the replacement or add-on market, there is a somewhat greater opportunity

for the consumer to be effectively made aware of the energy utilization character-
istics of equipment which he purchases. Most frequently, the consumer contacts
several contractors and asks them to survey his home and to prepare a proposal
on the cost of installing air-conditioning equipment. The survey—actually a
measurement of room and window sizes, a determination of the amount of insula-
tion installed in the home, and a calculation of the heat gain in the structure—is
usually conducted within the home. The contractor's proposal may even be com-
pleted and giyen to the consumer at that time.
The consumer usually does not visit the contractor's place of business and he is

not exposed, therefore, to floor samples on display or to sales literature. In fact,
a contractor is unlikely to have a specific model on hand which he can show
the consumer, for he usually obtains the equipment from his distributor after the
sale has been made. Unless the consumer specifically asks for the information and
conscientiously compares data received from competing contractors, he is unlikely
to be aware of the energy utilization characteristics of the equipment which he
may eventually purchase.
ARI members do not favor a mandatory energy labeling program for central air

conditioning and heat pumps because they fear that developing this program on
a mandatory basis could be an exercise in futility in so far as it would affect
energy use. If an individual manufacturer wishes to participate in a voluntary
program, he should be allowed to do so. But a mandatory program of this type
would not be constructive.
Even though we do not favor a mandatory energy labeling program, we believe

and hope it would be helpful for us to comment on Title XII.
Section 1202 (a) (5) places primary responsibility for the efficient utilization

of energy on manufacturers of energy-consuming major appliances and motor
vehicles and the purchasers and users of these products. Yet comparable responsi-
bility lies with others, such as industrial users of energy—chemical processors,
those who transform ores into metals, those who manufacture structural elements,
etc. This paragraph puts the whole burden on just two classes of users of energy.
The definition contained in Section 1203 (a) should apply to the term "manu-

facturer," and it should include not only "any person" but "any person or entity"
engaged in the manufacturing or assembling of new products, etc.
The definition of "appliance" in Section 1203 (b) recognizes "energy in the form

of fossil fuels" while elsewhere ( Sec. 1202—a-1 ) it differentiates between "fuel
resources" (of which fossil fuels are part) and their use "in the production of
energy." It might be preferable to treat fossil fuels, in either crude or refined
form, as forms of energy.
The wording in Section 1203(e), defining the term "energy efficiency" seems

to be reversed. In addition, we believe that instead of using the words "energy
use" in this definition, the words "energy input to" or "energy absorbed by"
would be preferable, since in some instances the total "energy use" could be
more than its use for the service performed by the product. For example, a gas
turbine-driven centrifugal refrigerant compressor would receive gas fuel to
perform the refrigerant compression phase of a refrigeration cycle, and the hot
products of combustion exhausted by the turbine would be used in an absorption
refrigeration machine, essentially without additional use of fuel resource energy.
We suggest the following definition: "Energy efficiency" means the relation
between the total output of services resulting from the energy input to a product,
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and the amount of that energy input, as determined through test procedures
contained or identified in a specification.

Section 1203(f) would be better applied to the term "energy input." In order
to accomplish the purpose of the bill, the performance of the product must be
established under a wide range of conditions of its use. This range varies with
the type of application, climatic situation, program of use, etc.; all conditions
in this range would be "conditions of use." We therefore suggest a new definition:
"Energy use" means the energy resources used by a product under specified
conditions of use, as determined by test procedures contained, referenced or
identified in a specification.

Section 1204 (b) calls for consultation by the President with appropriate
Federal agencies, affected manufacturers, etc. We believe that it would be wiser
to provide, as Section 1210 of this bill and Section 20 (e) of S. 349 do, for
consultation with affected manufacturers, possibly to the exclusion of some
manufacturers not identified, does not seem to us to be wise.

Section 1205 (a) (2) refers to ranges of energy efficiency and energy use. So
far as products within the ART scope are concerned (central air conditioning
and heat pumps), these ranges are published in directories of certified products
issued by ART. We recommend that such publications as these directories be
recognized and included in the wording of this subparagraph.

Section 1206 (a) allows comment on proposed specifications by interested
persons for only 30 days following its publication in the Federal Register. This
is an extremely short time in which to prepare an informed response to such a
proposal, which in our case should represent a consensus of those in ART con-
cerned with one of our products. We suggest that this period be increased to a
minimum of 60 days. In addition, there should be a provision for extension of
time.

Section 1206 (b) refers to the specification which is to be adopted. For reasons
_already mentioned, we suggest that such a specification should permit reference
to periodically issued directories or listings of certifying agencies such as ART,
the American Gas Association, the Association of Home Appliance Manufac-
turers and the like.

Where the range of energy efficiency of a product is not known at the time of
publication, Section 1206 (c) calls for each manufacturer of that product to
forward test data to the President. On the basis of this information, the Presi-
dent would be authorized to publish a range of energy efficiency values as an
adjunct to the specification. It appears to us that as written, this paragraph
tends to establish ranges with no indication of any means to motivate either
improved ranges or increasing use of products in the upper part of the ranges
which are published.

Section 1207 (b) provides that manufacturers must use labels reflecting revised
energy efficiency and/or energy use ranges on all affected products manufactured
after the expiration of 60 days following the publication of a revised table of
ranges. Again, we think 60 days is very short. We suggest that this be 90 days.

Section 1207(c) provides that if requested by the President, the manufacturer
should provide, within 30 days of the request, the data from which the informa-
tion included on the label and required by the specification was derived. This
kind of data demand seems excessive. However, we suggest the following solu-
tion: If a certification program such as ARI's is available and accepted, the
problem could be solved by calling for ARI to supply its director, with each
manufacturer certifying that it lists all its models.

Section 1207(d) provides that when requested by the President, a manu-
facturer shall supply at his expense a reasonable number of products to any
laboratory designated by the President for the purpose of ascertaining whether
the information placed on the label is accurate. In order to assure uniformity
in testing, we believe that test programs in use by such certification programs as
ARI's be considered to fill this requirement. In any event, "reasonable number"
should be specifically defined.

Section 1207(e) provides that a specification may require a manufacturer
or his agent to permit a representative designated by the President to observe
and inspect tests performed on products. We believe that the ART certification
program, which involves the use of an independent laboratory, should be allowed
here.
As a matter of fact, Subparagraphs (b) through (f) of Section 1207 could be

simplified greatly through the acceptance of certification programs such as
ARI's.
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;Summary
As stated earlier, the members of the Air-Conditioning and Refrigeration Insti-

tute are quite conscious of the fact that the nation faces an acute shortage of
energy. They are completely ready to support programs which, in a reasonable,
,constructive and positive manner, will effectively bring about more efficient use
,of our energy resources.
We appreciate the opportunity to express our views to this Committee. We

hope that our opinions and suggestions have been received in the same con-
structive manner in which we have intended to offer them. If members of ART,
or its staff (housed in nearby Arlington, Va.), can be of assistance to the Com-
mittee, we hope you will not hesitate to call upon us.

ATTACHMENT 1

Addison Products Company.
Aerofin Corporation.
Aeronca, Inc., Environmental Control
Group.

Aeroquip, Corporation, Industrial
Division.

Aire-o-dyne Filter Corporation.
Airguard Industries, Inc.
Air Kontrol Filter, Mfg. Co., Inc.
Airtemp Division, Chrysler Corp.
Airtherm Manufacturing Company.
Alco Controls Division, Emerson Elec-

tric Co.
Allied Chemical Corporation, Speciality

Chemicals Division.
Amana Refrigeration, Inc.
American Air Filter Company, Inc.
Americold Compressor Corporation.
Aqua-Mist, Incorporated.
Armstrong Furnace Company, Division
of Johnson Corporation.

Automatic Switch Company.
Bally Case and Cooler, Inc.
Baltimore Aircoil Company, Inc.
Barber-Colman Company, Controls

Division.
Bard Manufacturing Company.
Barkow Mfg. Co., Inc. Aug. G.
Blissfield Manufacturing Company.
Bohn Aluminum & Brass Corporation
Heat Transfer Division.

Brundage Company, The.
Bryant Air Conditioning Company.
Bundy Corp., Bundy Tubing Div.
Cambridge Filter Corporation.
Carrier Corporation.
Carrier Air Conditioning Division.
Carrier Machinery and Systems

Division.
Carrier Transicold Division.
Century Engineering Corporation, Sub-

sidiary of McCord Corporation.
Cerro Copper Products, Division of
Cerro Corporation.

Chatleff Controls Division A—T-0 Inc.
Climate Master Division, Weil-McLain
• Company, Inc.
Climate Master Products, Division of
Weil-McLain, Inc.

Coleman Company, Incorporated, The.
Consolidated Industries Corp.

Continental Air Filter Co., Division
Wehr Corporation.

Controls Company of America, Subsidi-
ary of The Singer Company.
Copeland Corporation.
Cutler-Hammer, Incorporated.
Day & Night Air Conditioning Company.
Dearborn Stove Company, Division of
Addison Products Company.

Dunham-Bush, Inc.
Duo-Therm, Division of Motor Wheel

Corporation.
du Pont de Nemours and Company,

Incorporated, E. I., "Freon" Products
Division.

Eaton Corporation Dispenser Opera-
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Ebco Manufacturing Company.
Electro Air Division, Emerson Electric
Co.

Elkay Manufacturing Company.
Environmental Control Systems, Inc.
Environment/One Corporation.
Essex Controls Division, Essex Inter-

national, Inc.
Fedders Corporation.
Fiber Bond Corporation.
Follett Manufacturing Co.
Foote Mineral Company.
Fram Corporation, General Products

Division.
Fraser & Johnston Company.
Frick Company.
Friedrich Refrigerators Incorporated.
General Electric Company, Air Condi-
tioning Products Division.

General Electric Company, Food Service
Equipment Business Department.

General Filters, Inc.
Halsey Taylor Division, King-Seeley
Thermos Co.

Halstead and Mitchell, Division of
Halstead Industries, Inc.

Hart & Cooley Manufacturing Co.
Heat Exchangers, Inc.
Heil-Quaker Corporation, Subsidiary of

Whirlpool Corporation.
Henry Valve Company.
HERRmidifier Company, Inc.
Hill Refrigeration, Division Emhart

Corporation.
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Honeywell, Inc,
Humid-Aire Corp.
Hussmann Refrigerator Co.
Imperial-Eastman Corporation.
International Environmental Corpora-

tion.
International Heating and Air Condi-

tioning Division.
Intertherm, Inc.
I-T-E Imperial Corporation, Distribu-

tion & Controls Group.
ITT Environmental Products Division,

International Telephone & Tele-
graph Corp.

ITT Fluid Handling Division, Interna-
tional Telephone & Telegraph Corpo-
ration.

Jackes-Evans Mfg. Co.
Janitrol Division, ANDRO Corpora-

tion.
Johns-Manville Corporation, Fiber

Glass Insulation Divisions.
Johnson Corporation.
Kaiser Chemicals, Div. of Kaiser Alu-
minum & Chemical Corp.

Krack Corporation.
Kramer Trenton Company.
La Crosse Cooler Company.
Larkin Coils, Inc.
Lau Industries.
Lear Siegler, Inc., Home-Siegler Divi-

sion.
Lehigh Inc.
Lennox Industries Inc.
Lima Register Company.
Lithium Corporation of America, Inc.
Luxaire, Inc.
Manitowoc Equipment Works, Division
of the Manitowoc Co., Inc.

Marsh Instrument Company.
Marvair Company, The
McCord Corporation-Heat Transfer Di-

vision.
McDonald & Miller ITT.
McQuay Group, McQuay-Perfex Inc.
Metal-Fab., Inc.
Meyer Furnace Company, The.
Modine Manufacturing Company.
Morrison Products, Inc.
Mueller Brass Co.
Mueller-Climatrol Corporation.
Owens-Corning Fiberglas Corp.
Packless Industries, Inc.
Paragon Electric Company, Inc.
Parker-Hannifin Corporation, Air Con-

ditioning and Refrigeration Divi-
sion.

Payne Air Conditioning Company.
Penn Controls, Division of Johnson

Service.
Pennsylvania Engineering Company.
Pennwalt Corporation.
Queen Products Division, King-Seeley
• Thermos Co.
Bacon Incorporated.

Rama.
Reading Industries, Inc.
Refrigerating Specialties Company.
Reliable Metal Products, Inc.
Research Products Corporation.
Rheem Manufacturing Company.
Ritchie Engineering Co., Inc.
Robertshaw Controls Company.
Robinair Manufacturing Corporation.
Ross-Temp. Inc.
Russell Coil Company.
Schnacke Inc.
Scott Paper Company, Foam Division.
Servodyne Corporation.
Singer Company, The, Climate Control

Division.
Skuttle Manufacturing Company.
Snowbird Industries, Refrigeration Di-

sion.
Sporlan Valve Company.
Standard Refrigeration Company.
Stewart-Warner Corporation, Heating
& Air Conditioning Division.

Sunbeam-Mile High Equipment com-
pany.

Sundstrand Corporation.
Sunroc Corporation.
Superior Valve Company.
Tappan Company, The, Air Condition-
ing Division.

Tecumseh Products Company.
Temtrol Inc.
Texas Instruments Incorporated.
Therm-Air Manufacturing Co., Inc.
Thermal Specialities Co., Inc.
Thermo King Corporation.
Torin Corporation.
Trane Company, The.
Trion, Inc.
Tyler Refrigeration Division, Clark
Equipment Company.

Typhoon Air Conditioning Company.
Uniflow Manufacturing Company.
Union Carbide Corporation.
United States Gypsum Company.
United States Register Company.
Vilter Manufacturing Corporation.
Virginia Chemicals, Inc.
Wagner Electric Corporation.
Walton Laboratories, Division of Mel-
nor Industries.

Watsco, Inc.
Weil-McLain Company, Inc.
Westinghouse Electric Corporation,
Central Residential Air Conditioning
Division.

Westinghouse Electric Corporation,
Commercial-Industrial Air Condition-
ing Division.

Westinghouse Electric Corporation,
Water Cooler Department.

Whirlpool Corporation, Commercial
Refrigeration Division.

White-Rodgers Division, Emerson Elec-
tric Co.
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Williamson Company, The. York Division, Borg-Warner Corpora

Wolverine Tube Division, Universal Oil tion.
Products Company.

Senator TUNNEY. Our next witness is Mr. Roger Sant, Assistant
Administrator for Energy Conservation and Environment, Federal
Energy Administration.
Welcome, Mr. Sant.

STATEMENT OF ROGER SANT, ASSISTANT ADMINISTRATOR FOR

ENERGY CONSERVATION AND ENVIRONMENT, FEDERAL ENERGY

ADMINISTRATION; ACCOMPANIED BY CHARLES R. INCE

Mr. SANT. Mr. Chairman, it is a pleasure to be with you this morn-
ing to discuss the bill that you have introduced, S. 349, as well as the
Administration bill, S. 594.
There is clearly a need to provide more detailed and accurate infor-

mation to consumers on operating costs. We share that goal in com-
mon and we look forward to working with you throughout the course
of these proceedings to try and get the best bill possible.
Before discussing the legislation in particular, I would like to

review briefly the first part of my testimony regarding the posture
we find ourselves in in our energy policy.
In 1950, we imported no foreign oil we were totally reliant on

our domestic supplies and these supplies equalled our domestic con-
sumption. By 1960, that had only slightly changed, but by 1970, it
had changed more significantly, and, in 1974, we are now relying for
almost 40 percent of our petroleum usage on imported oil.
Our findings indicate that by 1985, that figure will rise to 53 per-

cent. We are extremely concerned over that trend; not only the
increasing domestic consumption, but also the declining domestic sup-,
plies. As a result of this, the President has announced an energy
program which includes very specific goals in the short term of reduc-
ing oil consumption by a million barrels a day in 1975, and 2 million
barrels a day by the end of 1977.
By 1985, he has asked us to achieve a stature of self-reliance or

independence. The total program the President has proposed is in-
cluded in the omnibus bill and one portion of that bill is the energy
labeling bill that we are going to discuss this morning.
In addition to that, there are a number of other proposals that deal

with conservation, which we will have an opportunity to review with
you, I'm sure, in the future, but I won't spend any time on those this
morning.
Mr. Chairman and members of the committee, I appreciate the

opportunity to appear before you today to present the views of the
Federal Energy Administration on S. 349, the "Truth in Energy Act
1975" and title XII of S. 594, the Administration's "Energy Inde-
pendence Act of 1975."
The need to provide more detailed and accurate information to

consumers on the operating costs, particularly the energy costs, of
major home appliances and motor vehicles has long been a major
concern of FEA. We look forward to working closely with your com-
mittee in an effort to enact appropriate legislation.
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Before I discuss the proposed legislation in detail, I would like to
provide an overview of the Nation's energy problems in order to relate
•this important legislation to the rest of the President's energy
programs.
Last winter's oil embargo demonstrated the vulnerability of the

United States to foreign supply cutoffs. The embargo was one result
of years of energy policy neglect which left the economy and its re-
lationship with other nations subject to foreign influence, sudden
disruption, and devastating price increases.
The problem can be seen by examining several disturbing trends in

the Nation's energy situation.
First, and of most concern to us here today, is that the Nation's

demand for energy has been growing at about 4.5 percent annually
for the past 10 years. Demand for petroleum products has increased
at even a more alarming rate.

Second, our domestic supplies of petroleum and other fuels has not
kept pace with this increasing demand. In fact, in 1970, domestic
production of crude oil peaked and has been declining ever since.
Third, the gap between domestic demand for energy and domestic

supplies has been filled by an increasing reliance on imported petro-
leum. In 1960, the United States imported only 15 percent of its petro-
leum requirements. By 1973 this figure had grown to 35 percent and in
recent months our reliance on imported petroleum has even surpassed
1973 levels.

Clearly, our Nation's deteriorating energy situation requires broad,
decisive and prompt Government action to prevent continued erosion
of our economy and national security. Reducing our vulnerability to
supply interruption and price manipulation must be given the highest
priority.
The President has prescribed tough action to cure our energy ills.

He has outlined three, timephase goals:
No. 1. In the short term, a cut in our oil imports of 1 million

barrels per day by the end of this year and of 2 million barrels per
•day by the end of 1977.

No. 2. By 1985, imports of no more than 3-5 million barrels per
day—and the capability of immediately replacing that amount from
storage and standby measures in the event of a supply disruption.

No. 3. Accelerated development of energy technology and resources
so that the United States can meet a significant share of the energy
needs of the free world by the end of this century.

ACTIONS TO m'Eur THE SHORT TERM GOAL

In the first crucial years, there are only a limited number of actions
that can increase domestic supply. We must develop and increase pro-
duction for the Elk Hills, Calif., Naval Petroleum Reserve. The
President has submitted legislation for this purpose.
The administration has also submitted a set of comprehensive

amendments to the Energy Supply and Environmental Coordination
Act of 1974 to increase the number of oil burning facilities than can be
converted to coal in the coming years.

These are the only supply actions that can have much effect during
the next 2 or 3 years. Therefore, we must rely heavily on energy
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conservation and it is clear that voluntary conservation is not suf-
ficient. We cannot wait months or years for long term conservation
measures to achieve our national goals. The President therefore has
raised the cost of all imported petroleum products by imposing a $3
per barrel import fee on crude oil as a first step to reducing demand.
To ease the impact on regions heavily dependent on imported

petroleum products, such as New England and the Northeast States,
the President's program provides for a much lower fee rate on prod-
ucts than on crude oil. This fee began February 1 and will be applied
in three consecutive monthly $1 increments. The revenues raised
thereby will be returned to the economy through the President's
recommended tax program.
I want to emphasize that these increased import fees are only tem-

porary and will be adjusted to $2 when Congress enacts the President's
comprehensive tax legislation, which includes an excise tax of $2
per barrel on all crude oil and petroleum products.
In addition, a proposed excise tax of 37 cents per 1,000 cubic feet

on all natural gas would approximate the $2 oil excise tax and would,
with deregulation of natural gas as proposed by the administration,
serve to reverse the trend of dwindling natural gas reserves, unem-
ployment due to curtailments, and prevent industrial switching from
oil to already scarce natural gas.
Further tax changes under the program include:
A windfall profits tax. The President will take steps to adminis-

tratively decontrol the price of old domestic crude oil on April 1.
Accordingly, congressional enactment of the windfall profits tax by 

ithat time s urgently required to prevent excess profits accruing to the
industry. However, care must be taken not to inhibit the needed
amount of capital required to find and develop new oil and other
energy sources.
A program of income tax reductions and rebate measures to return

to the economy the roughly $30 billion estimated to be raised this
year through these provisions. Most of this money is to be restored
directly to consumers, with special measures to provide funds for the
poor.
The use of import fees and excise taxes to foster large-scale energy

conservation has attracted much attention and criticism. I would like,
therefore, to spend a few moments discussing alternatives. First, there
is the alternative of doing nothing. No action only postpones the tough
decisions we have to make. Without conservation, our tab for imported
oil, which was $3 billion in 1970, and $24 billion last year (1974) ,
would reach $32 billion in 1977. A brief respite of a year or so will
only increase the vulnerability of the world to a crippling embargo
by the producers.
The Arab embargo of 1973 resulted in a significant drop in our gross

national product and the unemployment of perhaps one-half million
members of our labor force. Yet today, even more of our imports are
coming from Africa and the Middle East than did a year ago. Now
over half of our petroleum imports come from sources outside of the
Western Hemisphere. And, unless we do something, this dependence
on African and Middle Eastern sources will continue to grow. By 1977,
imports will reach 8 million barrels per day, as compared with 6
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during the last embargo. Because all of the increase will come from in-
secure sources, we may well be just as vulnerable as we were last winter.
This is simply unacceptable.
Every month we hesitate will make it that much harder to achieve

our 1985 goals. Those who say action is too expensive should reflect
on the future cost to the Nation if we do not act expeditiously.
There are those who believe that raising prices of energy at home;

will not help us cut back on consumption. They are wrong. A. com-
parison of our present consumption with that of last year's show
that we are actually using slightly more energy now. However, we are.
using much less than we would if prices had not risen 400 percent in
the last year. This is a clear demonstration of price elasticity of de-
mand, or consumption of certain items decreasing as their prices rise
relative to other prices. Present consumption would have been at least
1 million barrels a day more if prices had not risen so sharply. Further-
more although the cartel has cut back on production by about 9 million
barrels a day, there is still a surplus of oil on the world market. There
is concrete evidence all around us that price is indeed effective in
reducing demand.
The other alternative to inaction is the greater use of Government

controls—whether import quotas, allocation systems or rationing, or
on another level, Sunday closings of gasoline stations, no driving
days et cetera. We looked at all of those last year during the embargo.
We Chose some and rejected others. And our reasoning was good for a
short-term crisis. We now face a longer-term one. Each of these alter-
natives would involve some form of self-imposed shortages as well as
built-in inefficiencies, burgeoning bureaucracies and regulatory pro-
liferation and disruptions in the lives of American citizens. And re-
member, to be effective, controls must be in place for a long term of up
to 10 years. I doubt that the American people would be willing to put
up with such alternatives nor should we subject them to this long
lasting pervasive control over almost every aspect of their lives. Fur-
thermore, most of the controls would involve higher costs to everyone.
Gasoline taxes, for example, would have to be increased about 40 cents
per gallon to save 1 million barrels of oil per day. Instead, the crude oil
price increase, distributed across all of the products from a barrel of
oil will raise the price of gasoline about 10 cents to 15 cents per gallon.
This seems a more effective and more equitable solution. We should
allow the free market to work to the maximum extent possible. This is
what the energy conservation taxes and fees would do. Furthermore,
the rebates would assure no significant loss of consumer purchasing
power or ecoiponic impact.

MID-RANGE (1975-1985)

The second of the goals addressed in our energy program is the
elimination, by 1985, of our Nation's vulnerability to economic dis-
ruption by foreign suppliers. In other words, by then' our petroleum
imports should amount to only 3-5 million barrels per day of our con-
sumption, and we should be able to implement standby emergency
measures and draw from storage enough to offset a complete cutoff
of these remaining imports.
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To attain such a goal, we must start immediately to remove con-
straints and provide new incentives for domestic production and con-
servation because most of the measures will take 5-10 years to reach
fruition after the necessary laws are enacted. And all of these things
must be accomplished through a single program that has the balance
to bring about the required reduction in our energy use, and the neces-
sary increase in our domestic production. There is no piecemeal pro-
gram which can provide the balance that is required.
The President has reaffirmed the intent of this administration to

move ahead with exploration, leasing and production in those fron-
tier areas of the Outer Continental Shelf where the environmental
risks are judged to be acceptable. He has also asked the Congress to
authorize oil production from the largest of the Nation's Naval Petro-
leum Reserves, NPR4 in Alaska, to provide petroleum for the domes-
tic economy, with 20 percent earmarked for military needs and stra-
tegic storage. According to our estimates NPR4 could produce 2-3
million barrels of oil per day and commensurately large quantities of
gas by 1985.
But, in addition to finding more oil and gas, we must take advan-

tage of our most abundant energy resource, coal. The President vetoed
the surface mining legislation passed by the last Congress. But it
remains a valuable piece of work. The President has submitted a bill
which builds upon S. 425 in such a way as to make it acceptable to the
administration. I and others in the administration are prepared to
work with the Congress to arrive at a sound surface mining law.
The Congress must also act on the administration's amendment to

grant the Environmental Protection Agency authority to suspend
emission limitations for powerplants until low-sulfur coal can be ob-
tained or stack gas scrubbers can be installed. The Nation would thus
be permitted to reap the enormous benefit of increased use of domestic
coal under appropriate environmental safeguards.
The Congress should also amend the Clean Air Act to deal with the

issue of "significant deterioration" of air quality. In this case, as in
that of the strip mining legislation, we want Congress, rather than the
courts, to make the essential legislative decisions that are required.
To assure rapid coal production from existing leases and to make

new, low-sulfur supplies available, the President has directed the
Interior Department to adopt legal diligence requirements for exist-
ing Federal coal leases and to design a new program for accelerated
leasing of Federal coal lands.
Of course the market for coal, as well as the availability of all

electric power, depends upon the health of the electric utilities in-
dustry, and we must address its problems. In recent months, utilities
have canceled or postponed more than 60 percent of planned nuclear
expansion and 30 percent of planned additions to non-nuclear capacity.
The delays and difficulties this industry is currently experiencing could
well lead to higher oil import needs and inadequate supplies of elec-
tricity 5 to 10 years from now.
The President has, therefore, proposed legislation to assist the

electric utilities through higher investment tax credits, mandated
reforms in State Utility Commission practices, and other measures.
And to rejuvenate our drive toward more effective use of the potentials
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of nuclear power we have markedly increased our budget request for
nuclear waste disposal and for continued improvements in safeguards'.
As we take these actions to increase our energy supplies, we must

be aware of some potential problems. Before we achieve our goals of
energy sufficiency, actions of oil-producing nations, or economic con-
ditions, could result in lower—but unstable—price levels that could
weaken our continued commitment to greater self-sufficiency. The
Federal Government must take actions to encourage and protect
domestic energy investment in the face of significant world price un-
certainty. To foster such investment, the President has requested legis-
lation to authorize and require the use of tariffs, import quotas or
other measures to maintain energy prices at levels that will achieve
full national capability for self-sufficiency and protect our energy
industry and jobs.
All of the actions I have mentioned would have the effect of in-

creasing our available domestic supplies of energy. Oil production
could reach 13 or 14 million barrels per day versus approximately 9
million today, coal production could double and nuclear generation
could increase from a 4 to 30 percent share of our electric generation
capacity by 1985.
But, as in the short-term, supply actions are not enough. We must

dramatically cut our historical demand growth. We have signed agree-
ments from major domestic automakers to improve gasoline mileage
by 40 percent on average by 1980, as compared to 1974 model cars, pro-
vided that the Clean Air Act automobile emission requirements are
modified for 5 years.
The Energy Resources Council is developing energy efficiency stand-

ards for major appliances and will seek agreements from manufac-
turers to achieve an average 20 percent improvement in efficiency by
1980. At the same time, draft legislation has been submitted that would
require labels on automobiles and major appliances disclosing energy
use and efficiency. Because the need for mandatory energy efficiency
labeling is the explicit concern of S. 349, I will return to it later in
more detail. In another critical area, the Federal Government will pro-
vide money to the States for purchase of insulation and other energy
conserving devices to be installed in homes owned or occupied by low-
income citizens. The President's program also sets forth proposals to
mandate thermal efficiency standards for all new buildings in the
United States. Since energy savings are even greater for existing
homes it also includes a proposal to institute a 15 percent tax credit for
insulation investments up to $1,000.

These numerous proposals and actions taken together, can reduce
our dependence on foreign energy supplies to 3-5 million barrels of
oil per day by. 1985. While this does not seem much less than current
consumption, it is down substantially from the 12-13 million barrels
which we would have to import if we did not act.
To insure that we could meet any supply disruption of the remain-

ing imports we must establish legal authority for emergency measures
•that can be readily implemented to guarantee the equal sharing of
shortages and the equitable allocation of supplies at home, and to meet
our obligations under the International Energy Agreement aboard.
We must also begin as soon as possible to develop a strategic storage
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capacity of 1 billion barrels of oil for domestic use and 300 million
barrels for military use. Only by taking such precautions can we act
responsibly both at home and in the international community in a
time of future supply interruptions.

ACTION TO MEET THE LONG-TERM (POST 1985) GOAL

For the longer term, our goal is to sustain a position of energy in-
dependence, and to enhance it so that the United States will again be
capable of supplying a significant share of the free world's energy
needs.
• This means that, as a Nation, we must reaffirm our commitment to
it strong energy research and development program, aimed not only
at developing the capability to tap all our major domestic energy
resources but also at improving the efficiency of energy utilization in
all sectors of our economy.
Last year, the United States committed itself to a 5-year, $10

billion energy R. & D. effort. Our 1975 energy R. & D. budget was
twice that of 1974 and three times that of 1973. In 1976, this acceler-
ated effort must continue, and the President has pledged to seek what-
,ever funds are needed for future R. & D. activities.
Now that we have an Energy Research and Development Adminis-

tration, a Federal Energy Administration and an Energy Resources
Council, we have, for the first time,both the unified Federal organiza-
tion and the financial commitment to get the job done.
But energy R. & D. funds and organization are not enough, we also

need incentives to assure that emerging technologies are not only
developed in the laboratory, but brought into use in the marketplace.
Therefore, the President has announced a national synthetic fuels pro-
gram which will assure that the equivalent of at least 1 million
barrels per day in synthetic fuels capacity by 1985. It will entail a
program of Federal incentives designed to reduce price uncertainty,
raise capital and overcome unnecessary delays in bringing existing or
nearly developed technologies into commercial use. The program will
result in the commercial application of technologies of several types
and the construction of major new plants, using both oil shale and coal
resources.
The program the President put forward is a comprehensive one. It

will reach the goals the President set forth and which I think the
American people want. I have heard much talk and criticism in recent
weeks on elements of it, but I have seen no comprehensive alternative.
We all want an easier way to reach our goals. This program does re-
quire sacrifice by all, but it is also equitable. Its impacts are far out-
weighed by the important benefits it will achieve.
Let me turn instead to the specific provisions, starting with page

18 of my testimony, of the two bills we are discussing.
I'd like to begin our discussion of S. 349 and title XII of S. 594 by

reinforcing a few things you probably already know.
- S. 349 covers three areas of substantial energy consumption—auto-
mobiles, buildings, and appliances—and title XII covers two of these
areas—automobiles and appliances. The three sectors, taken together,
account for about 45 percent of total U.S. energy consumption. Thus,
you are considering areas of significant energy conservation potential.
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• You are also considering areas that have significant impact on the
daily lives of most Americans. Shelter and transportation are perva-
sive in their impact on the economy, on jobs, and on our concept of the
•good life. And many of the forces that cause the purchase of homes,
cars, and appliances often have little to do with energy use or cost,
whether it is the initial cost or long-term operating cost.
For example, many consumers still perceive appliances as a form

of emancipation from household chores, new cars as indicators of
achieving a new status in life, and a new home as a sign of true
establishment of a family.
The point is this—let us maintain an awareness of the use to which

many of the products covered by the bills are put, and let us consider
ways to achieve energy conservation in these areas that do not substan-
tially disrupt existing patterns and expectations, because otherwise we
may find that our well intentioned ideas will meet consumer resistant-
and have substantial impacts on the economy.
The Federal Energy Administration strongly believes that to

achieve energy conservation consumers must be provided, before sale,
with estimates of the cost of energy required to operate appliances
and motor vehicles. Such information is essential if consumers are to
be able to accurately judge the benefits of increased energy efficiency.
This conclusion is supported by a nationwide survey, done for FEA

in January 1975, of American car owners. The survey results indicated
that consumers, by a 2-to-1 margin, prefer government fuel economy
figures to those provided by industry. Similar surveys conducted for
FEA reveal that there remains a great deal of ignorance on the part of
consumers regarding the energy use of major home appliances and
the opportunities for energy conservation.
We believe that providing more detailed and accurate information

on energy costs will give consumers a powerful tool in their efforts to
improve the efficiency of energy use. Both S. 349 and title XII of
S. 594 would provide this tool.
Before discussing the specific provisions of the two proposals, I

would like to review energy use in two sectors that the proposals
would affect: home appliances and motor vehicles. I will discuss the
provisions of S. 349 dealing with the labeling of climate conditioning
systems at the conclusion of my testimony.
Major home appliances account for about 8 percent of total U.S.

energy consumption. About 70 percent of the energy used by ap-
pliances is in the form of electricity, and virtually all of the remainder
is natural gas. Furthermore, appliance energy use has been growing
rapidly in recent years and there are indications that appliance energy
demand will continue to grow in the future unless major adjustments
are made.
The American home relies heavily on a wide range of appliances,

as current statistics demonstrate:
at least 99 percent of all homes have refrigerators;
at least 99 percent of all homes have black and white televisions •
at least 60 percent have color TVs;
at least 46 percent have air conditioning; and
at least 32 percent have dishwashers.
In 1973, nearly 57 million major home appliances were sold with a
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retail value of $31.5 billion. Clearly, the appliance industry is of major
importance not only to the individual but also to the national economy.
What steps can be taken to improve applianee energy efficiency and

reduce energy consumption while still meeting individual needs? Our
analysis has shown that not only do the energy efficiencies of currently
manufactured appliances differ substantially, but also that many
technical opportunities exist for rapidly improving appliance effi-
ciency. While increased energy efficiency may add to the initial cost
of certain appliances, such costs are more than compensated for by the
reduced operating costs enjoyed by the consumer.
At present, consumers have no easy way of determining the savings

they would enjoy if they purchased a more efficient appliance, and, as
a result, substantial emphasis has been placed on minimizing first costs
to the detriment of the long term operating costs. The result is bad
for the consumer and the Nation. This lack of information has been a
factor in the trend toward decreasing energy efficiency for several types
of major appliances.
The FEA feels that an effective Federal effort to reduce appliance.

energy demand should encompass three separate approaches:
(1) Direct Federal involvement to insure improvements in the.

energy efficiency of major appliances.
(2) Federal regulations to require energy efficiency labeling.
(3) A .continuing public education program to encourage more effi-

cient use of home appliances.
The President recently announced initiatives in each of these areas..
As a part of these new initiatives, the Department of Commerce, in

close cooperation with the FEA, has recently begun a voluntary effi-
ciency improvement program which has a goal of obtaining the com-
mitment from appliance manufacturers to an average 20 percent im-
provement in all new appliances by 1980. If voluntary commitments
are not obtained, or the program doesn't work satisfactorily, the
President will submit legislation to establish mandatory appliance
efficiency standards.
The President has also called for a stepped-up public information

program to encourage and assist individuals in conserving energy.
Finally, the administration has submitted draft legislation, which

the committee is considering today, requiring the energy efficiency
labeling of major home appliances.
FEA is convinced that, if each of these approaches are imple-

mented, we can substantially reduce appliance energy demand—re-
ducing our imports of petroleum by about 300,000 barrels per day by
1985 and additional savings of domestic fuels as well.

Transportation is the second sector directly affected by S. 349 and
title XII.

Currently, there are approximately 100 million automobiles and
light-duty trucks in operation in the United States. These motor vehi-
cles account for about 13 percent of total U.S. energy consumption and
about 28 percent of all petroleum used.
To achieve our national goal of reducing our reliance on imported

petroleum it is clear that major improvements in the fuel economy,
or gas mileage, of automobiles must be achieved. During the past 10
years, however, there has been a steady decline in the average fuel
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economy of new cars. This trend was caused by many factors, in-
cluding increased size and weight, more stringent emission controls
and a proliferation of such conveniences as air-conditioning and auto-
matic transmission.
Until recently, consumers had no reliable means of determining

the fuel economy of new automobiles—and even if the fuel economy
was known, it was still difficult to determine the benefits of more effi-
cient cars because testing procedures differed and energy cost informa-
tion was not provided. The administration, recognizing the need for
more accurate information on automotive fuel economy, began a
voluntary labeling program in the fall of 1973.
While this program has enjoyed wide acceptance, there still remain

manufacturers and retailers who refuse to participate. In order to,
insure adoption of the labels and broaden consumer awareness of
automotive fuel economy, the administration has requested manda-
tory labeling authority in title XII of S. 594. S. 349 would provide
similar authority.
Although automobile labeling is important, the administration is

convinced that further actions are necessary to insure that major sav-
ings are achieved in this sector. Therefore, as a part of the President's
total energy program, the administration has obtained the commit-
ment of major auto manufacturers to a 40 percent increase in new

fuel economy by model year 1980. These agreements are condi-
tioned on the enactment of amendments to the Clean Air Act so as not
to increase the fuel economy penalty associated with emission controls
during this period.
I will now turn to a more detailed discussion of the significant dif-

ference between S. 349 and title XII of S. 594.
In order to present my comments on these differences most clearly,

I will first discuss the provisions of S. 349 as they pertain to appliances
and motor vehicles and then turn to those provisions concerning the
labeling of climate conditioning systems in buildings.

First, S. 349 would place responsibility for implementing the label-
ing program in the FTC, and would require the FTC to consult with
FEA and other agencies in some instances. As the committee knows,
substantial expertise has been developed in the EPA with respect to
the measurement of automotive fuel economy, and in the Department
of Commerce's NBS with respect to the measurement of appliance
energy efficiency.
We recommend that any mandatory program continue to rely on

the operational expertise of these agencies; this approach will insure
continuity, and minimize start-up time for the mandatory program.
As S. 349 recognizes, FEA also has a role in a mandatory labeling
program—to . provide overall guidance.
For example, FEA can help set priorities among appliances by

considering the impact of such factors as the contribution of the ap-
pliances to peak electrical demand. We do not believe that giving yet
another agency significant responsibility in implementing the program
will result in an efficiently functioning program.
We, therefore, strongly urge the approach of the administration's

bill, which places responsibility with the President, so that he can
delegate overall responsibility to FEA for fixing policy and direc-

51-440 75 10
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tion and responsibility to EPA and NBS for promulgation for final

tests and standards.
A second major difference between the bills is the type of informa-

tion to be provided to the consumer. S. 349 emphasizes the average

annual cost of operation as the means of conveying information to

consumers on energy use. While FEA strongly supports the concept

of cost labeling, we believe the addition of other factors would im-

prove the effectiveness of the labels.
Other factors which we believe should be included are average fuel

consumption and widely recognized fuel use ratings, such as miles

per gallon for automobiles. Furthermore, we believe that all labels

should contain a chart comparing the operating cost of the appliance

or automobile to the operating costs of other products in the same

class. This would enable the consumer to easily determine the relative

efficiency of any single product, without examining the labels of a

large number of other products.
A related provision in S. 349 would require that energy cost in-

formation be included in all advertising that cites the initial cost of

the product. I am not convinced that this is wise public policy. Per-

haps the net result would be that advertisers will not mention cost or

efficiency at all, in which case this provision will work to the detriment

of our overall objective.
An alternative might be a more selective requirement, such as stip-

ulating that energy costs be included in all advertising which refers

to the products energy use or any material citing initial cost informa-

tion which is provided directly to the consumer by the retailer.

A third difference between the bills is the degree of flexibility in the

time frame for implementation. S. 349 sets specific time frames within
which certain actions must be taken for all products. While we be-

lieve that labels could be adopted for most major appliances and auto-

mobiles within the time frame cited, our knowledge in this area is
still incomplete. For instance, developing regional energy cost in-
formation for air conditioners is not possible within a 9-month period.

Therefore, a more flexible time frame would be appropriate.
Fourth, title XII contains several useful provisions not included

in S. 349 which we believe should be part of any energy efficiency
labeling legislation. These include: (1) explicit provisions requiring a
manufacturer to supply sample products for testing, and authorizing
Federal employees to observe and inspect manufacturers' test; (2) a
provision for an energy conservation mark to help consumers
recognize the efficiency labeling; and (3) provisions for consumer
education.
In addition to these general comments, I have two specific com-

ments on the provisions of S. 349 that relate to the labeling of auto-
mobiles. First, S. 349 has no provision for the labeling of motor vehi-
cles other than small trucks and automobiles.
The administration's bill, reflecting the need for broader coverage,

clearly establishes authority for labeling all those motor vehicles that
use public streets and highways, including trucks, buses and other
vehicles. While testing procedures for these remaining motor vehicles
could not be developed within the time frame required by S. 349, we
believe that they should not be excluded from any fuel economy label-
ing program.
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Second, S. 349 requires adoption of the testing procedures devel-
oped by the EPA. Manufacturers would then be required to conduct
the tests. It is not clear whether the bill contemplates wholesale adop-
tion of EPA's procedures or would require a critical evaluation of
these procedures prior to their incorporation in a mandatory pro-
gram, as well as updating of the procedures as necessary. We feel more
flexibility should be provided to ensure that the best testing proce-
dures are utilized.
It is also unclear what authority EPA would have to police manu-

facturer testing methods.
Now I would like to turn to those provisions of S. 349 relating to

the labeling of climate conditioning systems, for which there are no
comparable provisions in title XII of S. 594.
We certainly agree with the premise of S. 349 that there is signifi-

cant potential for energy savings in the heating and cooling of build-
ings. Space conditioning in residential and commercial buildings
accounts for about 18 percent of total U.S. energy demand. Total
-energy demand in this sector was growing at about 4 percent per
year before the embargo—in effect, doubling every 19 years.
While the greatest potential for achieving major energy savings in

the short term lies in modifying existing buildings, only in new build-
ings can the full range of energy conserving design and-construction
practices be incorporated. Furthermore, by 1985, approximately 30
percent of all residential units and 40 percent of all commercial space
will have been constructed after 1974.

Studies have shown that as much as 40 percent of the energy con-
sumed in buildings is wasted due to inadequate construction and
operating practices, inefficient equipment, over lighting and unneces-
sary heating/cooling levels.
As with appliances, a major reason for wasteful use of energy in

buildings is the lack of information available to purchasers. Buyers
have traditionally stressed lowest first costs and have ignored the
benefits of added insulation, storm windows, and more efficient space
conditioning equipment. Adoption now of energy conserving design
practices could reduce the energy consumed in heating and cooling
new single family dwellings by 35 percent, high rise multi-family
structures by 24 percent and commercial buildings by 32 percent.
In order to rapidly achieve this potential, the President has pro-

posed legislation that would authorize the Department of Housing
and Urban Development to develop mandatory energy conservation
standards for new buildings. The proposed legislation, title X of
S. 594, calls for the establishment of national thermal standards for
both residential and commercial buildings to be implemented by State
and local governments.
This bill will, within 3 years, establish minimum performance

standards for all new construction. The standards are, in some areas,
likely to apply to major remodeling efforts as well. If enacted, these
standards would reduce imports of petroleum by about 300,000 barrels
per day by 1985, and a greater amount in total fuel use.
I suggest that the concept of labeling climate conditioning systems

described in S.349, may not be as effective in achieving energy savings
as would be adoption of national thermal standards. The advantages
of thermal standards over labeling are substantial.
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Standards make clear to the builder precisely what he must do.
They also impact on decisions made while the building is in the plan-
ning and construction stages, while labeling impacts mainly at the
time of sale.
The proposed thermal standards would use the existing building

inspection and enforcement mechanism. S. 349, on the other hand
would require enforcement by the FTC, but does not address the
problems inherent in Federal enforcement of the labeling requirement.
A further concern relates to establishing methods of determining

average energy use and operating costs in buildings. With an appli-
ance, one can at least obtain a reasonable estimate on projected use.
However, a new building's expected usage is often quite different from
actual energy consumption. Consider the simple example of a lessee
operating computer facilities. Computers not only require significant
energy to run, but the energy requirements of their climate condi-
tioning and support equipment can increase total building energy
consumption by over 50 percent.

Appliances can be easily monitored at the manufacturer level for
accurate label and information; this is not possible with a compli-
cated system such as a building. In addition, most appliances are made
by a comparatively small number of manufacturers, but about 90 per-
cent of new homes are built by builders who build less than 20 homes
a year.
In summary, we are in agreement with the objectives of S. 349

relating to building energy consumption, but we believe that regionally
variable thermal standards better achieve those ends. At a minimum,
any labeling of major climate conditioning systems or components
should be carried out as part of the implementation of the proposed
minimum property standards.
In conclusion, the FEA strongly supports the concept of mandatory

energy efficiency labeling for appliances and motor vehicles.
I would be happy to work closely with you and your staff to insure

that the most effective and appropriate legislation is enacted.
Thank you.
Senator TUNNEY. Thank you very much, Mr. Sant.
I am wondering, from your testimony it is not clear whether the

thermal standards that the Administration is suggesting for resi-
dential and commercial buildings would also apply to remodeled
structures?
Mr. SANT. In some cases, they might. In the States that elect to go,

that way, but that is not the major thrust of the program. The thrust
of the program is for new construction only.

Senator TUNNEY. Even where Federal funds are involved in re-
habilitating residences?
Mr. SANT. Well, to be frank, it is a very interesting question; it is.

one that we didn't think a lot about when we first drafted the provi-
sions. Certainly it is one that we could consider. Where there are major
improvements that are being made to a shell of a building which
would have thermal efrects, we ought to consider the possibility of
expanding those standards to that kind of remodeling.

It may be difficult to determine at just what stage a remodeling
effort comes under those provisions

' 
but clearly, the objective is to try

to get the most thermal efficient buildings we can, both new and
existing. So, we would be very interested in proceeding with that idea..
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Senator TUNNEY. You say in your testimony, "Furthermore, by
1985 approximately 30 percent of all residential units and 40 percent
of all commercial space will have been constructed after 1974.'
Where did you get those figures? That seems a lot, it seem to me.

It assumes that we are going to have a substantial upswing in
construction.
Mr. SANT. I can't give you—I think my staff probably could—the

exact figures. We got that out of a study that was done that was part
of the Project In-dependence report, projecting a 10-year trend in
commercial and residential building.
The commercial buildings increase was, as I recall, a much higher

order of magnitude than residential, which is down on the order of 1
percent. I think the commercial side was like 4 percent, but I am not
absolutely sure. But nevertheless, it was using those figures that we
came to that conclusion.

Senator TUNNEY. Well, it would depend upon whether you were
taking the period 1970 to 1972, as your base period, or whether you
were taking 1973 to 1974. You would have totally different results
depending upon the base period.
And it would be interesting to me if you would supply for the record

what your key assumptions are when you use these figures, because
I think that the assumption that in a period of 10 years, approxi-
mately 30 percent of all residential units in the United States are
going to be constructed in a 10-year period does not jibe with what
my intuition tells me is the case.
Mr. SANT. We will be happy to provide that. I just was handed a

note that the growth figures we used were 2 percent in housing and
4 percent in commercial. We will be happy to provide you with that
study. I am sure the housing industry might have questions about
those projections as well.

Senator TUNNEY. Fine.
You state in your statement that FEA has had surveys conducted

that show a great deal of ignorance on the part of consumers regard-
ing the energy use of major home appliances and the opportunities for
energy conservation. .
Would you tell us in a little more detail about these surveys? And

could you supply information on these surveys to the Committee?
Mr. SANT. I would be happy to provide those in detail, Mr.

Chairman.
I don't know the exact details of that. I know we have done more

on the automobile labeling part of it, because that is much further
along, than we have on appliance labeling. But I would be happy to
provide that for the record.
Senator TUNNEY. You state that there has been a trend toward

increasing energy efficiency for several types of major appliances.
Could you give us some examples of these trends?
Mr. SANT. Again, unless my staff has it here, I will have to supply

that for the record.
Senator TUNNEY. Would you support the concept of having FTC

having responsibility for the advertising and consumer information
and endorsement aspects of the labeling program?
Mr. SANT. Well, in the first instance, let me be clear that our major

objective is to get some legislation in this area. We would like to have
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this available to the consumer as fast as possible, and therefore, our
major concern is to get this passed.
We, nevertheless, feel that the present setup of using NBS along

with FEA would be the best approach. We feel conservation—as an
idea, as an ethic—needs to be concentrated in one place. And we would
like to see a more closely coordinated Government program in all
areas of conservation, and that is why we have urged you to consider
our approach.

Nevertheless, we admire what FTC has done and certainly it is not
in any way a criticism of FTC. We are just saying, "Let's not intro-
duce a new player at the time when we have a lot going on the
voluntary side right now."
Senator TUNNEY. Of course, FTC has much greater expertise, does

it not, in the area of advertising and consumer information than does
Commerce or FEA ?
Mr. SANT. Certainly. That has been their charge in Government.

They have had the responsibility to do much more of that than other
agencies. It would be hard to deny that they have built up an experi-
ence level in consumer communication that is beyond that of FEN
or NBS.
Senator TUNNEY. What about the question of having a labeling.

program for buildings in addition to your thermal standards?
Mr. SANT. For existing buildings?
Senator TUNNEY. For new buildings. Does that make any sense, or

do you think it is merely duplicative? I mean that assuming that you
have good standards, it would possibly be better to have consumers
have a choice as to the most efficient energy system in a new home
that went above the standard that you have established. Does that
make any sense?
Mr. SANT. That is an interesting point. Certainly, our approach

has been to take_ a minimum standard and say, that is the best way
of achieving the overall energy savings. Now, what you are raising
is beyond that minimum. People may be able to achieve savings that
are greater than the minimum, and therefore information ought to
be available to the consumer in making a choice:
It is our assumption that the minimum thermal standards would

include that information as a part of the program, so that any build-
ing design, no matter how constructed, would include the engineering
information that would say first of all that it met the minimum
performance standards, and secondly, would say how they met them
and what the energy budget is for each of those buildings.
So, as an outgrowth of the program, certainly that information-

would be available. I see no problem at all in including that as part of
the thermal standard legislation, requiring that that information be
made available to the consumers at the time the purchase is made.
I think the question you could also raise is whether we should try

and label existing buildings.
Senator TUNNEY. That is right. That was the next question.
Mr. SANT. We didn't provide any testimony on that, but our view

is that that is a very costly approach. However, something along those-
lines may have some merit. We haven't considered all of the possibili-
ties there. Even if 30 percent of the housing and 40 percent of the
commercial buildings in place by 1985 were constructed after 1974„
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there remains a lot of construction that is out there right now. Such
a proposal would fit in with the additional proposal to provide a tax
credit for insulation. Certainly anything we could do along the lines
of making buyers conscious of thermal efficiency in making the pur-
chase decision would certainly fit in with our objectives very nicely.
Senator TUNNEY. Well, the question was raised when we had this

bill before the committee last year about requiring the seller or the
leasor of an existing building to give information to his purchaser or
leasee about the energy costs associated with that residence for the
preceding year. The best evidence would be in the form of the bills.
Mr. SANT. Yes, to see how many kilowatt-hours of electricity they

use. It is a very interesting idea. The only thing it doesn't tell you is:
How did they operate it? You know, did they take long vacations or
anything. It doesn't quite tell you whether that building is efficient.
But nevertheless, it is a start.

Senator TUNNEY. I don't know if it has merit or not. I can see merit
to it, but I can also see other problems, as you suggest the house could
have been closed up for several months. It could be that the former
resident had lots of children which would be perhaps much more
energy consumptive than if they didn't have a large number of mem-
bers of the family going in and out of the house, opening and shutting
doors and so on.
Mr. SANT. I think it would be a real stimulus to the person. If he

knows he has to sell his house, he might keep his thermostat really low
for the year preceding, and that is a very desirable result.

Senator TUNNEY. Well, I don't know, I haven't made up my mind
as to what the answer is there.
What about the level of funding in S. 349? We talk about $3 mil-

lion per annum, as I recall. Yes, $3 million.
Mr. SANT. Frankly, we haven't done a satisfactory analysis on that,

Mr. Chairman. I would be happy to try and look at in detail. Our
initial impression is that may be a little low. It probably is in the range
of $5 million by our first estimates. But we would like to detail that
a little more and work with you in trying to arrive at what the
appropriate figure is.
Of course, the period of developing the standards, or developing

the measuring devices will cost a little more. It is also the period, how-
ever, during which we are undertaking our voluntary goals program.
So, those two programs somewhat coincide and will overlap. I -don't
know what the incremental cost would be of introducing the labeling
portion of the program. But we would be happy to try and provide
our estimates of that.
Senator TUNNEY. You stated that the Administration is seeking

agreements from manufacturers to achieve an average 20 percent
improvement in efficiency by 1980. Could you state how the 20 per-
cent figure was chosen?
Mr. SANT. Yes. We had a study done for us by Arthur D. Little

that outlined the potential for each of the appliances, the major
appliances. I think that include 9 appliances, and we have reduced
that down to 6 that we will concentrate on initially.
The study indicated that for those appliances looked at that the

potential might be as high as 29 percent. However, it wasn't clear that
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cost effective criteria were used in all cases. The study emphasized
the potential for energy savings rather than relating how much en-
ergy would be saved to the cost of making that improvement.
We also surveyed the manufacturers themselves before the Presi-

dent made that announcement, and the weighted average of what the
manufacturers came up with was a little in excess of 20 percent. There-
fore, we established the goal of 20 percent. At our first meeting how-
ever, we announced to the manufacturers that 20 percent was only
a starting point—a minimum—and that we wanted to be very pre-
cise about what the real potential was.

Clearly each appliance is going to have different potential. Water
heaters have less potential than refrigerators, for instance. We might
get as high as a 40 percent improvement in refrigerator efficiency and
only 15 percent in water heaters.
So, we are just stating 20 percent as a minimum goal and hope to

achieve greater than that.
Senator TIINNEY. You note a need for a continuing public educa-

tion program to encourage more efficient use of home appliances. Could
you detail for us what FEA is doing in this area and how much you
plan to expand this program in the future?
Mr. &LINT. Yes. We have had a rather small public education pro-

gram with lots of spirit, but not very much funding. And we spent
about $600,000 last year.
As a part of the total energy proposal that the President made,

he requested that the Congress pass supplemental authority for a $5
million budget this year and continuing for another 3 years. Within
the $5 million budget, we have established some objectives to try and
achieve a much greater penetration to the American public concern-
ing energy problems and the need for energy conservation.
Our approach is that initially we should concentrate on just getting

across the need. Therefore, at this time we have a program that in-
cludes about 3 ads, which will shortly be showing up on Advertising
Council TV—donated time—that are oriented toward understand-
ing the need.

Following these advertisements we will be trying to create greater
awareness as to what the consumer can do. It is during that phase
that we will begin introducing advertisements related to labeling, such
as making people conscious of making choices on everything that they
buy, as well as encouraging individuals to make personal value judg-
ments about reducing energy consumption.
The third stage of the program will be to try and achieve action.
The reason for going through these stages is that I think sometimes

we have made the mistake of trying to ask for actions before anyone
understood the need or understood what they could do. The consumer
may be feeling the pressure of trying to conserve, but he is not certain
as to what he should do in his own home to achieve that.

So, our whole effort is going to be approached that way. It will 
include some TV spots, as I indicated, with donated time. We are
also having a series of seminars for influencing persons in the field. A
number of manuals are being put out.
I won't go into all of those things. We are just trying to cover every

segment of society with some form of information, some briefly,
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others with more detail. But it is an overwhelming task. And I would
add that to think we can achieve an understanding throughout the
country with a $5 million budget, when that is about the amount thatI think the Ford Motor Company would use to introduce its Granada,in the State of New Mexico, you know, is a little presumptuous on our
part. We know we are under the 8-ball to do it.
Senator TUNNEY. What about the provisions in S. 349 that require

the estimate of annual operating costs to be placed on the label? Do
you think that that makes any sense, or do you think that, as some of
the witnesses have suggested, the price of energy being a moving
target, that it really would not give to the consumer the kind of infor-
mation that they ought to have, because it could be quite inaccurate?
Mr. SANT. I think it is totally essential. We are convinced that the

accuracy you buy by not putting that on is not worth the lack of
public understanding. I am not too concerned even if that figure is
50 percent wrong, if it gives an order of magnitude to a person.
We would certainly like the dealer to take responsibility for main-

taining a close watch on what current energy costs are in that locale,
such that he could update those figures. But in the absence of that, we
would be very upset indeed if somehow the label came out with just
an efficiency rating and didn't give the person a chance to equate that.I think it is just too much to hope for that a person will get out their
slide rule and calculate the cost of therms and kilowatts and suddenly
arrive at, "Aha, I know how much I am going to save." We have justgot to provide that to him.
Senator TUNNEY. In your statement you question S. 349's adver-

tising provisions. Isn't it important in assessing the product that the
consumer be provided not only the initial price, but the operating costs
as well?
In the early hearings we had before this committee, it was pointed

out that often extremely inefficient products are sold for lower prices
than the more energy efficient products, but unfortunately, over the
life of the product, the appliance which has the lower cost at purchase
is much more expensive.
A good example of that, of course, is air conditioners, where you

have a 50 percent difference in energy efficiency. Unfortunately, the
purchase price of the most inefficient air conditioner is lower than the
most efficient ones. I just wonder if you could explain in a ,little more
detail your criticism of this provision.
Mr. SANT. Well, I very tactfully left that out of my verbal presenta-

tion of testimony, because I, frankly, am not convinced about that
whole issue. Our reason for questioning it in the first place .was that
we didn't want to create a situation where no information is put in.
But nevertheless, I am in agreement with your objective of trying to
relate initial cost to operating costs by requiring that advertisements
that give one, give the other. I think what you are. trying. to go is
what we would like to do. We only wanted to avoid making it so
restrictive that the advertiser doesn't put any information in.
Perhaps there is a way to get around that problem and clearly, our

objection is in regard only to some of the adverse results that might
come about. Our objective is the same as yours.
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Senator TUNNEY. It seems to me that if energy efficiency is some-
thing which we are all interested in,then the best way to achieve that
would be, or one of the better ways to achieve it would be to have the
advertiser indicate that the costs are going to be associated with run-
ning the appliance and not just to indicate what the initial cost of
the purchase is going to be.
Up until a year ago, or a year and a half ago, I had always assumed

that one air conditioner was about as efficient as another—and that
this same rule applied to other appliances. I just didn't realize there
was this kind of disparity.
I think the reason I came to realize it was because I serve on this

committee, and am gettinc, information. Unfortunately, the vast
majority of the people in the country have other responsibilities than
listening to testimony respecting energy efficiency of appliances, so
therefore, they are as unaware as I was a year and a half ago.
I just can't help but think this advertising provision is a very im-

portant part of the bill.
Mr. SANT. Well, I again share that thought completely. I was in the

same position. I have thought the same things about automobiles. As
much as we pay out for gasoline—even with a conscious recognition
of how much we are paying—I don't think many of us understand
'what our annual gasoline costs are.
• Therefore, I think your point is a good one on advertising. But I
think that our points on the need for comparing a product is efficiency
with that of other products to show how it differs on an annual cost
basis are even more critical.
So, again, I totally support what you are saying there, I think we

could resolve these pretty easily.
Senator TUNNEY. Good.
Well, I want to thank you very much, Mr. Sant. I appreciate very

much your being here.
Mr. Ince, it is yery nice to have you with us today and we will, of

course, be working with you as we draft up the final version of this bill.
We hope to move relatively quickly on it. And we will try and make

sure that any legislation that comes out of the committee will take
into consideration the important role that the FEA has in developing
an energy policy.
I personally feel that in any kind of energy program in this country,

whether it relates to conservation or developing new sources of
energy, the FEA ought to play an important policy role. Se we want to
make sure that we give to the FEA in this legislation, the kind of
policy responsibilities that you also feel is necessary.
I think that as we draft up the final language, it will be important

to consult with you and with your attorneys.
Mr. SANT. We would be more than happy. We have been working

with Mr. Hyman for the last year in various mark ups of various bills
and I think we are all at the point where we would like to get something
through and we would like to provide as much support as we can.

Senator TUNNEY. Thank you very much.
[The following information was subsequently received for the

record:]
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FEDERAL ENERGY ADMINISTRATION,
Washington, D.C., March 25, 1975.

MOD. WARREN G. MAGNUSON,
-Chairman, Committee on Commerce, U.S. Senate, Washington, D.C.
DEAR MR. CHAIRMAN: I was pleased to testify before the Senate Commerce

-Committee on February 25, 1975 and to present our views on S. 349 and S. 594
dealing with labelling of appliances, automobiles, and building climate
conditioning systems.
During my appearance before the Committee a number of questions were raised,

the answers to which are enclosed with this letter.
I am very interested in seeing beneficial labelling legislation result from your

=extensive efforts and hearings, and again extend to you an invitation to call on
-me if my staff or I can be of service.
Thank you again for the opportunity to appear before the Committee.

Sincerely,
ROGER W. SANT,

Assistant Administrator,
Energy Conservation and Environment.

Enclosure.

'QUESTIONS RAISED AT THE SENATE COMMERCE COMMITTEE HEARINGS AND THE
ANSWERS THERETO

• Question 1. Should major remodeling changes on buildings be included in the
scope of S. 594?
We have concentrated mainly on new buildings because the technical problems

-associated with setting standards, designing them into new construction, and
verifying thermal performance have seemed to be more tractable than for exist-
ing buildings. We still feel that this is generally true, but I agree with you that
-careful consideration should be given to expanding the scope of standards legis-
lation to include this category of building. Different standards would have to be
promulgated for rehabilitation of existing buildings and for new buildings.

Question 2. What are the results of Federal Energy Administration (FEA)
•opinion surveys bearing on consumer awareness of energy consumption and cost
in the operation of items covered in the proposed legislation?

The surveys clearly show that the average American consumer would like to
cut down on his or her energy consumption and its associated costs. However,
there is a great deal of consumer ignorance as to what characteristics of appli-
.ances, heating and cooling systems, and automobiles actually decrease energy
consumption. Consumers need to be told which appliances, cars, and heating and
cooling systems use less energy than others of the same kind, and how to operate
-them most efficiently. Energy efficiency labelling—in the form of operating cost
per year or miles per gallon for cars—and wide dissemination of this same
information are a vital part of this public education effort. Detailed results
from some of a series of biweekly opinion surveys conducted for FEA by
Opinion Research Corporation are enclosed.

Question 3. What information does .13'EA presently have regarding price in-
creases for individual appliances to be expected in meeting the President's
announced goal of 20% overall efficiency improvement by 1980?
The Federal Energy Administration made a preliminary determination that

a 29% average improvement was possible. This estimate was based on available
studies of technical opportunities for increased efficiency, and on the economic
analyses contained therein. In all cases, the requirement was that there be no
increase in life-cycle cost as a result of efficiency improvements. After discussions
with the industry, Commerce, and the Energy Resources Council the program
was set at 20% efficiency improvement.
Price increases were estimated to be less than 10% in all cases, with lower

increases for many appliances. For example, the television industry has been
going through a rapid evolutionary phase away from vacuum-tube technology
toward solid-state technology. This process will result in the desired efficiency
increase, at no incremental cost. For gas water heaters, less than a 10% price
increase results from improved insulation. F EA will evaluate these impacts care-
fully in conjunction with the Department of Commerce Voluntary Efficiency
Improvement Program, and as a part of our long-range appliance efficiency
program.
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Studies available to PEA bearing on appliance efficiency and economic
include:

Refrigerators: "The Productivity of Servicing Consumer Durable Products",_
The Center for Policy Alternatives, MIT, and the Charles Stark Draper Labora-
tory, Report Number CPA-74-4 to the National Science Foundation.
Water heater: "Residential Water Heating; Fuel Conservation, Economics,

and Public Policy", James J. Mutch, Rand Corporation Report R-1498--NSF;
National Science Foundation; May 1974.

Other appliances (covered less extensively) : Arthur D. Little report to the
Council on Environmental Quality, "Residential and Commercial Energy Con-
sumption", August 1974. Copy enclosed.
Room Air Conditioners: Oak Ridge National Laboratory report by John C.

Moyers; and the Association of Home Appliance Manufacturers directory of
room air conditioner energy efficiency ratios.

SUMMARIZING ENERGY CONSUMPTION AND EFFICIENCY IMPROVEMENT TARGETS

Appliance

1972 energy
consumption
(thousands

bpde)

Estimated
efficiency

improvement
potential

(percent)

Water heaters 986

Electric 412 12
Gas 574 27

Ref rigerator/freezers 589 54
Freezers 139 54

Ranges 344

Electric 10 10
Gas 36 36

Televisions 230 25
Room air conditioners 179 25
Clothes dryers 135 10
Other appliances 314 15

Question 4. Should energy labelling of buildings be considered as a part of the
thermal standards to be developed under Title X of S. 594?
When thermal standards have been developed, enough knowledge will be avail-

able to allow a determination of whether one can assign energy consumption
costs on the basis of the thermal design, using tests or perhaps computer simula-
tion. We appreciate the benefit of introducing energy consumption as a marketing
factor in buildings and agree that labelling should be investigated. We are not
prepared at this time, however, to prognosticate on the outcome of this effort ;-
probably 3-4 years will be required before a reliable answer can be given.
Question 5. Are the levels of funding in S. 349 for labelling appropriate?
We feel that the stated annual figure of $3 million is adequate for labelling

of appliances and automobiles, but that the technical difficulties and uncertainties
surrounding the development of a practical scheme for labelling buildings climate
conditioning systems are so great that additional funding would be necessary.

Question 6. What are FEA's plans for public information programs to supple-
ment labelling and efficiency improvement activities for appliances and
automobiles?
The Federal Energy Administration has already begun a public education pro-

gram to encourage individuals to conserve energy. This program has a budget
of about $1 million for FY 75 and the President has requested $5 million
in supplemental funding for FY 1975. The Federal Energy Administration
has developed and distributed numerous pamphlets that provide the consumer
with specific information on what he/she can do to conserve energy in the use
of automobiles and appliances.
For example, PEA has distributed over two million copies of "Tips For The

Motorist", and over one million copies of the "1975 Guide To Gasoline Mileage."
PEA has also sponsored, in conjunction with the Ad Council, numerous advertise-
ments in newspapers and periodicals urging energy conservation. Currently we.
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are developing an expanded program which will include both radio and tele-
vision spots as well as the inclusion of our "energy conservation mark" on all
labelled applianceg and automobiles. In the future, PEA will continue to work in
close cooperation with the Department of Commerce and the Environmental
Protection Agency to ensure that the general public is informed on the oppor-
tunities for energy conservation and, specifically, the importance of energy
performance labelling for appliances and automobiles.

Question 7. What are FEA's concerns about advertising of appliance efficiency
and operating cost?
We support the concept of including operating cost and energy consumption

indicators in communications with consumers. We are concerned, however, that
the proposed section might be counter productive. For example, it would appear
that a substantial portion of appliance advertising is done by retailers in local
newspapers. It is possible that regulation of the content of these local advertise-
ments, along with monitoring and enforcement, may involve substantial in-
creases in cost for the retail sector and the government. We are not sure what
the potential impacts of this provision are. Wq raise the point mainly to assist
the committee in its evaluations.

Question 8. What is the source of the statement that by 1985 approximately
30% of all residential units and 40% of all commercial space will have been
constructed after 1974?
The tables on pages 56 and 68 of the enclosed Project Independence Task

Force report on Residential and Commercial Energy Use Patterns 1970-1090
contain the data used in PEA projections.

Senator TUNNEY. Our next witness is Mr. Harry Poynter Gas Ap-
pliance Manufacturers Association, accompanied by Mr. Wynne A.
Stevens, Jr., and Mr. Jack P. Langmead.
Welcome, gentlemen.

STATEMENT OF HARRY PAYNTER, GAS APPLIANCE MANUFAC-
TURERS ASSOCIATION; ACCOMPANIED BY WYNNE A. STEVENS,
JR.; AND JACK P. LANGMEAD

Mr. PAYNTER. Good morning, Mr. Chairman. Thank you for this op-
portunity for the Gas Appliance Manufacturers Association to give
you its opinions and recommendations concerning S. 349 and title XII
of S. 594.
Both bills have as their purpose the encouraging of energy conserva-

tion and both therefore have objectives we enthusiastically support.
As you indicated, I am accompanied by Wynne A. Stevens, Jr.,

GAMA's Director of Legislative Services who worked closely with the
Department of Commerce in the development of its voluntary program
and with the staff of this committee in the development of S. 2176 in
the last Congress; and Jack P. Langmead, GAMA's Director of Tech-
nical Services who has worked closely with the NBS and industry
groups in the implementation of Commerce's voluntary program. They
will assist in responding to any questions you may have.
In considering the predecessor bills in the Senate of the 93rd Con-

gress, GAMA expressed to this committee a preference for the volun-
tary appliance efficiency labeling program being implemented by the
Department of Commerce. We have been working diligently in support
of that program. We believe that it will work, and we do, as a matter
of principle, prefer the solution of problems by voluntary action over
the development of additional Federal regulatory systems.
At this point in time, however, the imperative necessity of conserving

,energy of all forms and the equally important requirement to direct all
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forms of primary energy into the uses for which each is best suited
are the overriding considerations. There are substantial opportunities

for conserving energy by means of a well-conceived appliance efficiency
labeling program.
There are substantial opportunities for conservation by directing

primary energy to uses which are inherently efficient. Considering tlie
urgency of the problem and the opportunities available, taking action
is of vastly greater importance than the selection of the mechanisms.
Therefore, either the voluntary program of the Department of Com-
merce or a Federal mandatory labeling regulatory approach will re-
ceive the unqualified support of the Gas Appliance Manufacturers
Association.
The voluntary program of the Department of Commerce has recog--

nized the fundamental importance of developing an approach to label-
ing which will permit prospective purchasers to make their compari-
sons on an inter-fuel basis. Unless the method developed permits a com-
parison on an inter-fuel basis, it may defeat rather than support energy
conservation goals. For example, in the manufacturing of electricity,
coal, oil, and natural gas are consumed to generate over 80 percent of
the country's electricity.

Because of the losses in the process of generating and distributing;
electricity, only 28 percent of the energy value of the fossil fuels con-
sumed is delivered to the home as usable energy.
On the other hand, electric appliances appear to be more efficient if

comparisons are made on the basis of energy input at the point of use
icompared with the thermal output of the appliance. It s, therefore,.

basically important to approach appliance efficiency labeling consider-
ing both of these factors. When both are considered, the conclusion is
inescapable that the use of natural gas for the performance of appliance 

ior heating functions in residences s inherently more efficient than the
use of their electric counterparts. To document these facts for you, I
have appended to the committee's copies of this statement a summary-
of efficiency analyses prepared by the Oak Ridge National Labora-
tories, the President's Council on Environmental Quality, the Rand
Corp., and an American Gas Association study.
A statement made by the Chairman of the Council on Environmental

Quality to a committee of the House last year is pertinent at this point
and should be part of the record of this hearing:

The selection of the right energy system for a particular need often offers the
greatest potential for energy conservation. For example, natural gas and elec-
tricity may be used interchangeably for most residential needs—heating and air
conditioning homes, heating water, cooking, and drying clothes. For all these
functions the gas-powered appliance consumes more energy at point of use than
its electric counterpart. For example, an electric stove needs only 49 percent of the
energy input of a gas stove. But when the entire energy production-transmission-
consumption system is considered, the electric stove uses 40 percent more energy
than the gas stove. Indeed, all gas appliances are more efficient than their electric
counterparts because of poor efficiency at the powerplant and significant trans-
mission line losses. This is particularly true for home heating, for which gas is
more than twice as efficient as electricity. The energy savings apparent in using
natural gas for residential purposes points up the necessity of developing new gas
sources.
Home appliances, whatever their source of power, consume large amounts of

energy, particularly electricity, and there are big differences in the many products
designed to do the same job. Yet information on these differences is not available
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to the consumer when he purchases these products. The voluntary appliance label-
ing program, proposed by the President in April and now being implemented by the
Department of Commerce in cooperation with the Council on Environmental
Quality, should spur savings in energy and in energy bills.

Another aspect of the problem is the need to disclose to consumers
the range in the energy consumption by competing products using the
same fuel or energy source. While these ranges are not in all cases large,
they are of sufficient importance to be disclosed to consumers.
In our judgment, the comparisons of appliances on an interfuel basis

as well as a comparison of those using the same fuel or energy source
can both be achieved by following the annual cost of operation ap-
proach taken in S. 349. This approach is feasible from a technical point
of view and would be more meaningful to a consumer than any other
possible approach.
This feasibility has been demonstrated in the development of a vol-

untary program for water heaters. Or to express it conversely, I know
of no approach other than an operating cost approach which would
prove feasible.
Additionally, the simplicity of this approach from the standpoint

of the consumer has a very definite attractiveness.
A good example of the usefulness of the cost of operation approach

was given in an article in last Thursday's Washington Post that com-
pared the utility bills of nearly identical residences, some heated with
gas and using gas appliances and some using electric systems.
I say nearly identical, because there was one difference. The electric

homes were better insulated. The comparison of the utility costs given
in that article provide a simple and reasonably accurate measurement
of comparative efficiencies. That is what the consumer needs. That is
what he is being given by the Commerce Department's voluntary pro-
gram, and that is what he would be given under S. 349.
The balance of my statement will address specific provisions of the

bills under consideration and suggest the type of melding of the two
bills that we believe would result in a single, good and constructive
measure.

Title 12 of S. 594 is a translation of the Commerce Department's vol-
untary program into statutory language. We believe we know how the
Commerce Department would interpret the law if, as is to be expected,
the President delegates the authority of title 12 of S. 594 to that de-
partment. We could live with that interpretation because it would be
consistent with the primary fuel measurement and cost of operation
concepts I have mentioned.
However, it is not a tightly drawn bill. It represents an effort to

write in flexibility in order to satisfy conflicting points of view. Some
of its definitions—that of "specification," for example, are circular. By
permitting comparisons on the basis of "cost or amount of energy used
or otherwise," it appears to back away from the simplicity and direct-
ness of the annual cost of operations approach. Its definitions of "en-
ergy efficiency" and "energy use" also appear to be intended to accom-
modate other than a cost of operation approach.

Still speaking of title 12 of S. 594, it would, by section 1219(b), pro-
vide for the sanction of seizure. This is an extreme sanction, and we be-
lieve that the civil penalty for violation is an entirely adequate ap-
proach to enforcement. We also believe that section 1206(c) is too in-
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flexible in limiting the time allowed for interested persons to comment
on a proposed rule to 30 days.
Complex issues are involved in appliance efficiency labeling and

some products involve more complexities than others. Provision 
labeling,

be made for allowing additional time for good reason shown.
Section 1209 of title 12 calls for the development and registration

of an "energy conservation mark." This was made a part of the volun-
tary approach to provide an inducement to manufacturers for volun-
tary participation. We see no need for such a provision in a mandatory
program, particularly since the mark would appear on the relatively
inefficient as well as the relatively efficient.
There are aspects of title 12 of S. 594 that commend themselves

to us. Section 1206 ( e) provides for building on the progress made in
the implementation of the voluntary program of the Department of
Commerce. It would be a pity to not take advantage of the great effort
the Commerce Department, the National Bureau of Standards, and
industry has made in implementing and preparing to implement the
voluntary program. Much time, effort, and money have been spent with
good results. This should not prove to have been wasted.
We also like the emphasis given by section 1210 on consumer educa-

tion. A labeling problem not accompanied by an aggressive consumer
education program would be a halfway measure.
And finally, we do find attractive the assignment of the implement-

ing authority to the Department of Commerce. They have developed
the expertise. They have developed a cooperative relationship with the
industry. To change horses at this time would seem to us to be waste-
ful of existing capability. We have nothing against the Federal Trade
Commission, but can find no apparent advantage to abandoning the
existing capability and involving a new structure which does not now
have a capability in this particular area.
Turning now to S. 349, we find it sound in concept, except possibly

for the structural arrangement just mentioned. If there were to be in-
corporated an appropriate emphasis on consumer education and provi-
sion for not wasting the work done to date under the voluntary pro-
uram we would be close to having a good bill. But there are some
weaknesses which I will proceed to identify for you.
As I mentioned a moment ago, appliance efficiency labeling involves

very complex problems. The definition of average-use cycles and the
development of procedures for simulation and measurement of these
-cycles are not easy tasks. This is particularly so if efficiency depends
.on systems rather than products, or where the efficiency of one product
-bears on the efficiency of other products.
An example or two may help in making this point. The efficiency of

a clothes dryer may depend on the amount of water removed from the
clothing by the washer in the final spin cycle. Or the efficiency of a dish-
washer may depend in part on the temperature of the water introduced,
which would then involve the question of efficiency of the water heater
operating at that temperature level.

Considering these complexities as they have been made clear to us
in working with the Department of Commerce's voluntary program,
we believe that the time constraints of sections 20 and 21 of S. 349 are
-unrealistic.
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The time constraints run from the date of enactment, but before
the FTC could begin the complex task of defining average-use cycles
and procedures for their simulation and measursement, it would first
be required, in consultation with the Federal Energy Administration,
to identify the products whose patterns of use warrant their being
defined as major energy-consuming household products.
• Presumably, the programs for all products would have to be devel-
oped concurrently, in which case the time constraints would, in our
judgment, prove unworkable. We strongly recommend that these con-
straints be reviewed critically and that a degree of flexibility be pro-
vided.
The definition of average-use cycles and the procedures for their sim-

ulation and measurement are not only complex but also involve matters
which bear very directly on the substantial interests of the manufac-
turers of major energy-consuming household products. This being so,
they should be developed by following the rulemaking procedures set
forth in title IT of Public Law 93-637, the Warranty/FTC Improve-
ment Act, passed by the 93d Congress. This involves questions of due
process and procedural fairness which I hope the committee will
recognize.

Section 20(b) would require each manufacturer to conduct tests or
calculations on products in accordance with specified requirements. I
believe it would improve the bill to permit a manufacturer, should he
desire to do so, to have the tests made and be certified by a third party
certification agency.

Section 21 would make it unlawful to sell a new major energy-con-
suming household product unless the estimated annual operating cost
is disclosed on any place where the price of the product is stated. Sup-
pose a supplier elected not to provide the product, or display with the
product, anything stating the price.
By tying the disclosure requirement to documents stating the price,

it seems to me that a loophole may be unintentionally provided those
who might seek to avoid the application of the act.
I would recommend that you consider adding language which would

authorize the implementing agency, be it Commerce or the FTC, to
otherwise provide for disclosure to a purchaser prior to sale in accord-
ance with rules established by the implementing authority.
My final recommendation relates to the preemption of State and local

authority as provided for by section 23. If there is one advantage that
a Federal mandatory program would have in comparison with a vol-
untary program, it is in the preemptive effect of the Federal law. As I
read section 23, it would not preempt the authority of a State to require
labeling with the monthly cost. I believe this is unintentional and
would recommend amending section 23(a) to read as follows:

SEC. 23. Preemption.— (a ) It is hereby declared to be the express intent of Con-
gress to supersede any and all laws of the States or political subdivisions thereof
insofar as they may now or hereafter provide for the disclosure of energy con-
sumption, energy efficiency, efficiency ratio, fuel economy, or annual or other op-
erating cost, or other means of enabling a comparison of the energy or fuel con-
sumption ch aracteri sties of any new major energy consuming household product,
automobile, or climate conditioning system if there is in effect and applicable a
Federal disclosure requirement with respect to such product, automobile, or
system.

51-440--75 11
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Mr. Chairman, that concludes my prepared statement. I would like

to compliment the drafters of S. 349 for their excellent start. I can as-

sure you of our desire to support your effort in developing this legisla-

tion. The subject is important, for the opportunities are great.

Thank you. I might add, Mr. Chairman, that we are also located in

the immediate area and we would be happy to work with the imple-

menting agency in any way possible, or with those who are drafting

the legislation in any way we can.
Senator TIINNEY. I appreciate that offer, and we will call upon you

for assistance. I am very interested in your suggestions. I think you

have made some very good suggestions to improve both bills. I have to

spend a little bit more time thinking about the implications of your

suggestions. But clearly I did not intend in the preemption clause to,

allow a loophole to develop such as you have suggested might exist. I

think that is a good suggestion.
I was also very interested in the suggestion that you made with re-

gard to rulemaking procedures. I think that is something which bears
due consideration by this committee.
I want to give to the industry an opportunity for due process, and

it was certainly not my intention to exclude the possibility of normal
due process such as is contained in title 2 of Public Law 93-637.
Mr. PAYNTER. We didn't think that you did.
Senator TUNNEY. I just have a few questions.
One of the decisions that is going to have to be made very soon by

this committee is which agencies are involved and how. And you have
been sitting here this morning, you have heard me question the various
agency officials with respect to that problem. Now you feel that it
would be best to have Commerce be the lead agency.
What about with respect to advertising and public information?

Don't you feel that the FTC has greater expertise in this area than
the Commerce Department has?
Mr. PAYNTER. I believe it has, Mr. Chairman. We see no reason why

the FTC could not play that role, even though the Department of Com-
merce had the implementing authority on the program as a whole..
I think the FTC has on many occasions played an advertising and

education role where they didn't have the basic responsibility for a
program.
Mr. STEVENS. I might add, Mr. Chairman, that I would hope all of

the agencies of the Government would recognize that they have a task
to perform in acauainting the public at large on this subject. Certainly
Mrs. Knauer's office should become very much involved, and there are
a number of State and local mechanisms that ought to be involved in
bringing this subject to the attention of the public.
Senator TUNNEY. How about enforcement? Do you feel that should

be with the Commerce Department?
Mr. PAYNTER. We believe it should., Mr. Chairman, and we see no

problem with enforcement, really. It is virtually inconceivable to us,
as representatives of manufacturers, that there would be any real
hangup or problem in enforcement.
Senator TIINNEY. In your statement, Mr. Paynter, you state that the

time constraints in S. 349 are too rigid. Could yon give us some esti-
mate of the amount of time that you think is needed?
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Mr. STEVENS. That would be, I think, beyond our area of expertise,
Mr. Chairman. We have had some experience with the Department of
Commerce voluntary program. We have been working on that pro-
gram for well over a year now, and so far only two or three products
seem close to being encompassed by the program.
I was also interested in the testimony given by the representative

of the FTC this morning. The witness made mention of the refrig-
erator performance standards. I know that that particular proposal
has been circulating within the FTC for nearly 2 years now.
This is indicative of the very complex issues that are involved. I

would certainly think there might be a probelm, whichever agency is
assigned the responsibility, if they were to be expected to deal with
all of these complex issues on a number of products at the same time..
But for us to try to suggest that it ought to be 10 months or 15,

months, I would have to ask you to excuse us from answering the
question in that detail.
Senator TUNNEY. One of the reasons that in the Congress we like to

establish timetables is that we find so frequently that if you do not
have a timetable you don't have the same degree of accountability.
Mr. STEVENS. We certainly understand that, Senator. As a matter of

fact, we have recently experienced some very considerable difficulties
with another agency of the Government because the time constraints
the Congress mandated were rather severe.
The result has been that I doubt that this particular agency or com-

mission has been as effective as it might have been had it been per-
mitted to follow a more orderly procedure.
Mr. LANGMEAD. Mr. Chairman, along with your question on the time

constraints, I would like to reemphasize the point that with some
products it is much easier to develop a standard method of test and
labeling method than others.
For instance, climate-conditioning system present a number of

problems and complications that will make it a difficult job, and cer-
tainly take more time than other relatively simple products.

Senator TUNNEY. Yes. I was interested that you argued for an op-
erating cost approach. As you know, some groups have argued for an
energy efficiency ratio. I have supported the operating cost approach
because I thought that it gave to the consumer, gave to me the kind
of relative information that I would need in a very obvious fashion
rather than requiring as a witness suggested, a slide rule to make these
computations as to what energy efficiency meant in the way of cost.
You feel that despite the inflation in energy costs, that it would be

possible to have an operating cost approach?
Mr. PAYNTER, Very definitely, Mr. Chairman. And in fact, I heard

Mr. Sant's views on the subject and I agree with him 100 percent.
Even if it is in error to the magnitude of 50 percent, it would still
be fair and most effective and easy for the consumer to understand,
particularly if the assumption were to be very clearly stated.
Senator TUNNEY. Yes, with backup information that could be pro-

vided by the dealer.
Mr. PAYNTER. Yes.
Senator TUNNEY. Well, that seems to me to make a lot of sense-
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And it would also be important that the agency require, on a regular
basis, reevaluation of the operating cost based upon increased energy
prices. Hopefully we would get to a point in this country's economy
where you won't have your energy bills changing on a weekly or a
monthly basis. There would be a degree of stability.
But I think it does make sense, and if you had that backup in-

formation, which would enable you to make the calculation as to the
cost per kilowatt hour and relate it to a monthly cost or annual cost,
I think that would solve the problem. But at least it would give you
in your first impression the indication of what the system's cost was
going to be. It would give you a way of analyzing whether or not by
making: a purchase of an appliance that was cheaper initially you
might in the long run be spending a lot more money.
I want to thank you very much for your help, and I appreciate your

being here and the detail that you had in your statement. It will be
helpful to us on the Committee.
Mr. PAYNTER. Thank you.
[Whereupon, at 12 :30 p.m., the hearing in the above-entitled matter

was adjourned.]



ADDITIONAL ARTICLES, LETTERS, AND STATEMENTS

STATEMENT OF THE ASSOCIATION OF HOME APPLIANCE MANUFACTURERS

This statement is presented on behalf of the Association of Home Appliance
Manufacturers (AHAM). The association's regular members manufacture such
major appliances as refrigerators, home laundry equipment, room air condi-
tioners, electric ranges, dishwashers, and disposers; and such portable products
as coffee makers, electric toasters, blenders, and electric cookware.
I. AHAM Supports Energy Conservation
AHAM strongly supports reasonable means of conserving energy in the use of

appliances and in making the products more efficient in their consumption of
energy. In 1972 and 1973 the association worked and contributed substantially
to what was probably the first governmental attempt to foresee and prepare for
the energy crisis, a study made by New York State's Interdepartmental Fuel and
Energy Committee.
AHAM has cooperated with the Department of Commerce's energy disclosure

and labeling program since its inception. Product divisions of the association
are now developing standards and test methods for measuring energy consump-
tion under conditions reasonably approximating actual use. Educational pro-
grams are being undertaken to emphasize the efficient use of appliances. Thus
AHAM is no stranger to the problems and practical implications of requiring the
disclosure of information on energy use and efficiency for appliances.
The association and its members have had long experience in this work. Its

certification programs, its standards work and consumer education programs
date-back to World War II.
Were it not for the fact that inconsistent regulations are being considered and

promulgated by several states, AHAM would urge the Congress to delay man-
datory legislation until the voluntary program of the Department of Commerce
and the educational programs have been fully developed and their success
determined.

II. Technical Considerations Are Fundamental
In writing legislation to require the disclosure of information on energy use

and efficiency, the Congress must keep a number of facts in mind.
First, developing test methods, standards, that are acceptable for national use

is an arduous, expensive, complex, and time-consuming process. Energy con-
sumption must be related to the task a product is to accomplish—cooking, the
preservation of food, washing or drying clothes, cooling the air, and so on. Often
new or modified instruments must be developed to make the tests. Before a test
method or standard can be offered for national use, extensive testing must be
done in a number of laboratories to insure that the results obtained are con-
sistent and repeatable.

Second, federal measurements must be presented understandably to the pur-
chaser. Energy consumption and the efficiency of a product are determined as
much by the use of the product as by its initial design. Use of a product is
completely under the control of the individual consumer, no matter how skill-
fully the product is designed. Education, therefore, must become a part of any
program to conserve energy in the use of appliances.

HI. Effective Disclosure of Energy Data Serves Three Purposes

Disclosure of information on energy consumption by appliances provides in-
formation by which a purchaser may compare the amount of energy consumed
or the relative efficiency of different brands and models within a class of product.
The result, it is hoped, will be to encourage the purchase of the more efficient
brands and models.

Disclosure of information on energy consumption aids and encourages the
consumer in operating the product, after purchase, in an efficient way.

(161)
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Disclosure of energy information for purchase and use purposes encourages
manufactures of appliances to increase efficiency, and thus to reduce the over-all
consumption of energy by these products.

IV. AHAM Favors Integrating S. 349 and Title XII of S. 594
AHAM believes these worthy legislative goals can best be attained by combining

provisions of S. 349 and Title XII of S. 594.
The views of AHAM's members on key provisions of the two bills are set forth

below. Our discussion deals only with provisions applicable to appliances, and we
urge that motor vehicles and appliances be the subject of separate legislation.

Products to be Covered

Different types or classes of appliances vary in the amount of energy consumed
• in performing their functions; and within a given type or class the variation
in the efficiency of energy consumption may be great or it may be small. For
instance, room air conditioners and refrigerator/freezers are large consumers

• of electricity, both as units and in the aggregate. Clothes washers and dish-
washers, except for the energy used in heating water, consume relatively small

_ amounts of electricity.
The efficiency in energy consumption by room air conditioners from brand to

brand and model to model varies. The efficiency of the burners on electric or
gas ranges probably does not vary appreciably from brand to brand or model to
model. Therefore to require that energy information be disclosed for all major
appliances can only cause the expenditure of unproductive effort and funds.

S. 349, § 19(10), would require the disclosure of energy consumption data for
"major energy consuming household products," which are defined as requiring,
"based on average patterns of usage, a significant amount of energy per year.. ."
Title XII, S. 594, § 1204(a), would extend energy disclosure requirements to room
air conditioners, refrigerators, freezers, clothes washers, dishwashers, clothes
dryers, kitchen ranges and ovens, and water heaters. Additional classes of ap-
pliances could be brought under the disclosure requirements if shown to use a
significant amount of energy and to have an actual or potential range of energy

= efficiency.
AHAM believes the flexibility provided by S. 349 is desirable to avoid requiring

unnecessary and unproductive disclosure of energy information. AHAM also
believes that the two tests of S. 594—i.e., that a class of appliances be shown to
use a significant amount of energy [to which we would add individually and in
the aggregate] and to have an actual or potential range of energy efficiency—are
more clearly stated than the test in S. 349.

Information to be Made Available

Three types of information on energy consumption may have meaning for a

-purchaser in selecting a brand and model of appliance that uses relatively less

energy than competing brands and models.
These are information on efficiency in the use of energy, information on the

amount of energy consumed (kilowatt hours or British thermal units) under

- normal conditions of use during a specified period of time, or the cost of the

energy consumed under those conditions of use and for a specified period of
time.

S. 349, §19(6), specifies that the information to be disclosed be the "estimated
annual operating cost." This term is defined as "the estimated cost of electricity
• or fuel needed for average usage during a calendar year" as determined under
the act. S. 594, §1205 (a) (4), would provide that the information to be disclosed
be designed "to assist the consumer in comparing, by cost or amount of energy
used or otherwise, the energy efficiency and/or energy use characteristics of a
particular product with all others in its class."

- AHAM supports the flexibility acorded by S. 594. "Cost of operation" for any
appliance is an estimated figure, affected by consumer use and by cost of energy.
Consumer use varies from household to household as does the cost of energy
from community to community. The "estimated annual operating cost" with

4 S. 349 would amend the Federal Trade Commission Act by striking § 18 and sub-
stituting new §§ 18-24. These section numbers are used in this discussion. We believe,
however, that the striking of § 18 may not be what is intended. Sec. 18 originally
merely gave the short title of the act. The section now contains rulemaking procedures for
the Commission, as enacted by the 93d Congress in the Warranty-Federal Trade Com-
mission Improvements Act, S. 356. 15 U.S.C. § 58.



163

which an appliance would be labeled would not, in reality, be anyone's actual

.cost of operation. Furthermore, with the cost of energy constantly rising, "cost

of operation" at time of manufacture will inevitably understate "cost of opera-

tion" at time of purchase. To mandate the disclosure of "estimated annual

operating cost" imposes a rigidity upon the program that can be very misleading.

The flexibility provided by S. 594 does not preclude using cost of operation, but

will permit the use of another type of information when particularly relevant

to a product line.
Means Used to Obtain Information

S. 349, §20(a), sets a very rigid timetable for obtaining the "estimated annual

operating cost" for the various classes of appliances. Within nine months after

'enactment of the bill the Federal Trade Commission, with assistance from the

Federal Energy Administration, would define an "average-use cycle" for each
class of product. Within the same period, the agencies would be required to
develop test procedures to simulate the average-use cycles and to measure the
•energy used during the average-use cycles.

Also within the nine months, under §20(c), the Commission and FEA would
develop, "on a regional, national or other basis," data on the number of
"average-use cycles" performed by each product during a year, as well as the
"average unit cost of electricity" for circumstances "under which major energy
.consuming household products are expected to be utilized."

This is a very tight schedule for the development of reliable test procedures
to measure energy consumption by appliances under simulated conditions of
average actual use. If adhered to, the schedule could result in the dissemination
of inaccurate and misleading data, and data that might not give comparable
results for competing products.

S. 594 is less specific on the way in which data on energy consumption will
be obtained. Sec. 1204(a) directs the President, or an agency to which the
authority is delegated, to "develop and promulgate energy conservation specifia-
tions" for the various classes of products. Under §1205(a), each specification
would require that an energy consumption figure for each model and brand of
Product be shown on a "prototype label." The range of "energy efficiency" or
"energy use" for each class of product, where available, would also be shown
on the label. The method to be followed in obtaining this information is not
specified, but the bill reflects the procedure being followed in the Department
of Commerce's voluntary program.

Under that program the Department and representatives of the appliance
Industry are working diligently to develop test methods for determining en-
•ergy consumption or efficiency in the use of energy by different classes of
product. In some instances, the formulas may be comparable to that of S. 349—
determination of an "average use cycle" and the average number of cycles
through which an appliance may be expected to operate during a year. Such
a formula may not, however, be appropriate for every class of appliance.
Flexibility in determining the formulas, procedures, and test methods for each
class of appliance must be provided.
In like manner, since the cost of energy varies so greatly an "average unit

,cost" has no meaning for the individual user, and flexibility should be per-
mitted. The voluntary program being instituted by the Department of Com-
merce for refrigerator/freezers calls for the disclosure on an Energy Guide of
the number of kilowatt hours consumed, "under standard test conditions," by
a refrigerator/freezer during a year. The estimated annual cost of operation,
at a rate of 40 per kwh, is also shown on the Guide. In addition, the Guide
provides a tabulation of costs for different kwh rates, so that a purchaser may
ascertain the estifnated annual operating cost for his locality.

Method of Providing Information at Point-of-sale

Beginning nine months after enactment, and annually thereafter, S. 349,
/ 20(d), would require the Federal Trade Commission to disseminate to man-
ufacturers and importers data on the number of average-use cycles performed
each year by each product, the average unit cost of electricity, and instructions
for determining estimated annual operating cost. The annual cost would be
calculated for each product and, where appropriate, a range would be prepared
to reflect geographic differences in use patterns or energy costs. The informa-
tion would be sent with each product as shipped to distributors and retailers.
Each dealer would then select, in accordance with instructions furnished by
the Commission, the estimated annual operating cost applicable in its region.
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Beginning 18 months after enactment, under § 21 (a ) , persons offering the
products for sale at retail would have to disclose the estimated annual operat-
ing cost on any tag, label, contract, etc. on which the purchase price is shown. The
operating cost would have to be in the same type, color, and size as the price.
Under § 21 (b ), the cost would also have to be stated, visually or orally and in
accordance with riles issued by the Commission, whenever the price for a
product is advertised.
This procedure is too cumbersome to be effective. It puts the final responsibility

for assuring that the purchaser has access to the data on the retailer, who,
with many other sales responsibilities, may not be able accurately to select
the appropriate annual operating cost for each model of appliance he handles.
The specifications to be developed under S. 594, § 1205 (a ) (4 ) , would require

that a label or tag, designated an "Energy Guide" under the current voluntary
program of the Department of Commerce, be attached to each product by the
manufacturer. This tag or label would have the appropriate energy data for
the product to which it is attached, and would be visible tO the purchaser at
point-of-sale.
This is, we believe, as direct and reliable a means of assuring thaf the energy

data can be seen prior to purchase as can be devised.

Agency to Conduct Program

S. 349, § 20, vests authority to promulgate regulations for the disclosure of
energy consumption data in the Federal Trade Commission, with assistance to
be obtained from the Federal Energy Administration. S. 594, §§ 1204 (a ) and
1212(b), vests the authority in the President, with power to delegate the
authority to some federal agency. AHAM recommends that the authority be
vested in the Department of Commerce, where the National Bureau of Standards
has engineering experience and facilities that will be required for implementa-
tion of the statute. The Bureau and industry have gained valuable experience
from their work on the voluntary program. This experience should not be lost
through assignment of the statutory duties to another agency of government.

Rulemaking Procedures

S. 594, § 1206(a) specifies that the Administrative Procedure Act, 5 U.S.C. § 553,
be followed by the President or his delegee in promulgating rules and regulations
under the act. S. 349 is silent on the subject. We assume this is because authority
to promulgate rules and regulations to govern the disclosure of information would
be vested by the act in the Federal Trade Commission, and rulemaking by the
Commission is now governed by § 18 of the FTC Act, as amended by Pub. L.
93-637, § 202, 15 U.S.C. § 58.
If the authority for promulgating energy disclosure regulations is to be vested

in another agency, rulemaking procedures similar to those in the amended § 18
should be explicitly stated in the statute. The following paragraph is recom-
mended:
"Except as provided in this subsection, a proceeding shall be conducted in ac-

cordance with the provisions of section 553 of title 5, United States Code. Notice
and a public hearing are required, and a record of the proceeding shall be main-
tained. The proceeding shall be structured to proceed as expeditiously as possible,
while permitting all interested persons an opportunity to present their views.
Participants shall be given a right to cross-examine on matters directly related to
the proposed rule, and the (agency) may set such conditions and limitations on
cross-examination as are deemed necessary to assure fair and expeditious con-
sideration of the contested issues. All testimony shall be presented by affidavit or
orally under oath, pursuant to regulations issued by the (agency) ; where ap-
propriate, persons with the same or similar interests may be required to appear
together by a single representative. Each rule issued by the (agency) shall be
based on substantial evidence in the record taken as a whole and at the conclusion
of a proceeding pursuant to this subsection shall be published forthwith in the
Federal Register."

Pre-emption of state regulation

It is extremely important that requirements for disclosing energy consumption
data on appliances be uniform throughout the nation, and that federal regulation
pre-empt state and local regulation. Appliance manufacturers cannot know where
products are to be sold at the time the products are manufactured. If information
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of one type must go to one state and information of another type to another state,
orderly distribution of products would become impossible.
Under S. 349, § 23 (a ) , state and local requirements for the disclosure of data on

energy consumption, efficiency or operating costs would be pre-empted to the
extent that federal regulations were in existence. A state or locality could, how-
ever, petition the Commission, under § 23 (b ), for permission to impose a different
requirement, when greater protection is made necessary by compelling local condi-
tions and does not unduly burden interstate commerce. The preemption provision
of S. 394, § 1211, does not permit the filing of such a petition by a state or locality.
AHAM supports the pre-emption provision of S. 594. "Compelling local condi-

tions" may require more stringent safety standards for consumer products, as pro-
vided by the Consumer Product Safety Act. "Local conditions" would not seem to
demand more stringent requirements for disclosure of energy consumption data.
Receiving and passing on petitions by states and localities would divert the agency
from its primary work and cause unnecessary expenditure of time and funds by
both industry and government. Appliance manufacturers do not know where in the
United States products are to be shipped and sold when the products come off the
assembly line. Having to provide different energy consumption data for products
going into different states and localities would require drastic changes in pack-
aging, shipping and distribution practices, and would deprive consumers of the
economic benefits that flow from the present practices.

Enforcement Provisions

Under S. 349, § 22(a), violations of the disclosure provisions of §§ 20 or 21 would
be an unfair or deceptive act or practice under § 5 of the FTC Act. Suit in a
federal district court to restrain violations of the act could be brought by the
Federal Trade Commission, under § 22 (b ). Private suits could be brought, under
§ 22 (c ), in federal district courts to restrain violations of the act or to obtain the
order forcing the Commission of fulfill its obligations under the act.
The enforcement provisions of S. 594, §§ 1218 and 1219, call for the imposition

of a civil penalty of up to $10,000 for each violation of the disclosure requirements,
and the seizure and destruction of products not properly labeled. The Attorney
General would also have authority to obtain an injunction to enforce compliance
with the act. The penalty and seizure provisions of S. 594 far outweigh the gravity
of the offense. Condemnation and destruction of mislabeled products would be
wasteful in the extreme.
The enforcement provisions of S. 349 are entirely adequate.

V. AHAM Offers Further Aid to the Committee
AHAM and its members represent the greatest existing reservoir of technical

and factual information on the design, production, distribution, and use of house-
hold appliances. The Committee is urged to call on AHAM, and its various boards,
committees, and product groups, for any help the industry can appropriately give.

FEDERATED DEPARTMENT STORES, INC.
Cincinnati, Ohio, March 7, 1975.

Hon. JOHN V. TUNNEY,
U.S. Senate,
Washington, D.C.
DEAR SENATOR TUNNEY : On behalf of Federated Department Stores, Inc., I'd

like to express our support for the principles enunciated in your bill, S. 349, the
Truth-in-Energy Act of 1975. Information as to the cost of energy required to
operate major appliances should be made available to the consumers at the point
of sale.
Your bill requires that the computation of energy cost data be calculated by the

manufacturer and supplied to the retailer and with this we heartily agree. Fed-
erated has long believed that manufacturers of appliances should provide more
information in a form which we can make available to consumers at the point of
sale. This not only helps prospective purchasers make a selection best suited to
their needs, but helps assure informed sales personnel.
We recognize, of course, that there are sections of your bill such as those dealing

with the mechanics of determining "average annual cost", the requirement cover-
ing climate conditioning systems, the determination of which Federal agency will
administer the program, etc.—all of which involve some controversy.
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These issues have been commented on by witnesses during your recent series of
public hearings. As far as we are concerned, these are details. They can be resolved
•by the committee when it considers the statements submitted by these witnesses.

Again, we applaud your effort on S. 349. We will be happy to lend whatever help
we can to assure a speedy trip of this measure through the Congress.

Sincerely,
JOHN HOVING.

AMERICAN RETAIL FEDERATION,
Washington, D.C., March- 10, 1975.

Hon. WARREN G. MAGNUSON,
Chairman, Committee on Commerce,
U.S. Senate, Washington, D.C.
DEAR MR. CHAIRMAN: The American Retail Federation wishes to thank you for

this opportunity to submit 'a statement on energy labeling of appliances. The
members of the Federation endorse the basic concept of energy labeling.
The American Retail Federation is comprised of 50 state retail associations, 30

national retail associations, and sustaining corporate members. Through the
total membership, the Federation represents over one million retail establish-
ments. Retailing constitutes over 20% of the Gross National Product with over
eleven million workers employed in retailing in the United States. Retailers in
their role as seller of the appliances to the consumers have a great interest in
appliance energy labeling proposals.

S. 349, the "Truth in Energy Act of 1975" which was introduced by Senator
John Tunney (D.-Calif.) proposes an appliance labeling program in a manner
generally satisfactory to the retailer. A labeling program that gives consumers
the annual operating costs of appliances at the point of sale is acceptable as
long as the manufacturer prepares and ships the label in the manner proposed
by S. 349. It should be noted, however, that despite the effectiveness of the pro-
posed labeling program, as long as energy costs escalate the consumer cannot
expect to save significant amounts of money.
While we generally support S. 349, the bill does present certain problems and

ambiguities which retailers feel could be cleared up to strengthen and improve
the bill.
The definitions in the proposal are not as specific as those included in Section

8 of S. 2176 last Congress. The definition of a major consuming household
product does not give a minimum energy use for appliances which are to be
labeled nor is there a definition section specifying the items to be labeled. A
preferable approach to Section 19(10) would be to define a 'major consuming
household product' as follows: (Taken from Section 8 of S. 2176).
"Major energy consuming household product" means a product which: (A) ig

sold or intended to be sold for use in a residence; (B) is utilized or intended to
be utilized for a major residential end use of energy; (C) functions when con-
nected to a readily available source of energy external to the product; and (Dy
requires, based on average patterns of usage as determined in accordance with
section 20 of this Act, more than 200 kilowatt-hours per year or in the case of
a product powered by fuel, more than 2,000,000 British thermal units per year.
To further distinguish between electric toothbrushes and self-cleaning evens,

some certainty is necessary to prevent the bill from becoming a burden on both
the retailer and the manufacturers without conferring any real benefit on the
consumers or the economy.

Clarification as to coverage would best be achieved by the addition of a section
which could read as follows: (Taken from § 8 of S. 2176)
"'Major residential end use of energy' means one of the following residential

uses of energy: (A) space heating; (B) water heating; (C) cooking; (D)
clothes drying;.(E) refrigeration; (F) air conditioning; and (G) any other
residential use of energy that the Commission, in cooperation with the National
Bureau of Standards, determines, by a proceeding pursuant to section 20(j) of
this Act, to be included to meet the purpose of sections 18 through 24 of thiS
Act."
This definition by using the National Bureau of Standards takes note of the

fact that NBS and the Department of Commerce have already developed and
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implemented voluntary energy labeling programs in concert with the manufactur-
ing and retailing industries.
The breadth of the definitions in the "Truth in Energy Act of 1975" makes it

very important to those being regulated that procedures for developing regula-
tions be fair and explicit. The subject matter of this bill is within the scope of
Section 5 of the Federal Trade Act, and should be subject to the same type of
safeguards. The regulation-rulernaking procedures found in the recently enacted
Consumer Product Warranty/FTC Improvements Act of 1974 (PL 93-637)
should be applied to the proposals of this bill. Therefore, it is recommended that
a new section be added before Section 21 of S. 349, making all rules, orders, and
regulations issued under this bill conform with Section 18 of the Federal Trade
Commission Act.
In addition, these broad definitions make the procedures by which regulations

are formed very important to the retailing community. Decisions in many cases
are provided for after the FTC and the FEA engage in consultations. However,
there is no provision for industry input into the process, and that is one of the
reasons that the FTC Act was amended by PL 93-637.

Finally, a change in this proposal from Section 8 of S. 2176 which is of great
concern ;to retailers is in the labeling and advertising Section of the bill. The
word ".knowingly" is omitted from that Section of the Act whiCh 'makes it un-
lawful to give false or misleading information with respect to costs. Ttetailers
do not have the testing facilities to check the information which under the Act
is supplied by the manufacturer or importer. Therefore, the violation should be
only for deliberate deception in supplying information. This can be accomplished
by inserting the word "knowingly" before the words to "give false or misleading
information" in Section 21 (d).

Retailers support the educating of consumers as to basic energy costs. However,
the practical concerns expressed above are essential to adapting the bill's mandate
to the retailers capabilities.

Sincerely,
LOYD HACKLER, President.

ACTUAL ENERGY USE IN BUILDINGS

We all get propaganda in the mail, sales pitches and read ads in magazines
about how people are saving energy. We read all kinds of propaganda that's com-
ing from the Government on how to save energy. Magazines are chock full of
ads for products that save energy. If you go to the ASHRAE convention in
Atlantic City, you'll see 490 exhibitors who will probably be exhibiting the same
equipment they did last year, except that the signs have changed and this same
equipment is now labeled as ultra energy conservative.
I think that if you design your next building using all these good things and

end up saving all that energy, the result will be that your client will be getting
checks every month from the utility companies instead of bills.
I think from the standpoint of many of us here, it is interesting to see and

note what really happens in buildings; to see what energy actually goes through
the meter or into the tank. What I have done is to collect some energy use data
on actual buildings in operation showing their energy use and then tried to
conceptualize some of the reasons why these buildings use the energy they do
or that they don't. I have then tried to relate this to some of the design pro-
cedures that we're used to using.
Most of us in our field of endeavor are concerned primarily with seeing that

the equipment that we install in buildings is capable of meeting the peak loads,
whether its heating, cooling or a combination. The concept of energy use in
buildings adds another dimension to the design process that is totally different
in many respects, to the way we have been taught to think.
The major determinant of energy use in buildings is the demand that the

occupants place on the building more so than the type of system, or the boilers,
or the chillers or the energy source. We're building buildings for people, not
for machinery, not for glass, not for insulation, not for automation centers, not
for heat recovery. We're building them for people and it is the people that
occupy the building that place the demands on and therefore create the energy
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use by the systems. True, some HVAC systems respond differently than others.
We're going to see how much difference in energy use that really makes.
The quantity of energy used in buildings is not necessarily related to design

load or installed capacity, which is to say, if you can cut the installed capacity
of the air conditioning system by 50%, there's a good chance you could well
increase the energy consumption, not reduce it. So there is no relationship
between installed capacity and energy consumption.
The majority of the use of energy in buildings occurs during the time when

the outdoor temperature is moderate, so that the H VAC systems are operating
at part load. Conversely, a very small fraction of the energy use occurs at the
times when the outdoor temperature is at the annual extremes, and the systems
are at or near peak load.
Figure 1 will give you an idea of this. This is a curve showing the annual

energy use for heating and cooling of buildings related to outside, temperature.
You can see that in the 20F increment of temperature between OF and 20F, the
building is using less than 5% of its annual energy. In the 20F increment be-
tween 80F and 100F, it is using about 12% of the annual energy. In the 20F
Increment from 50F to 70F, the building is using about 45% of its annual energy.
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:\1;iny of you have probably read the article that I wrote in the January,
1974 issue of ASHRAE Journal on insulation, which applied particularly to
commercial buildings and particularly in southern climates where more insula-
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tion is not necessarily better, because it inhibits the. flow of internal Ileategains
out of the building and increases the Cooling 'energy requirements: • . •
. Therefore, we should be much more concerned about how efficiently the HVA0
system operates during moderate temperatures than during extreme tempera-
tures. This means we should look at air conditioning energy use as a function Of
different things than we look at for design: •
We should look at -energy use-first in-terms of hours of operation because this

is the primary determinant of energy use: What runs all those hours, and
typically at Ain load; fans and pumps.- You'll find that in many buildings the
fans and pumps use more energy iii -a year than the chillers do.

Second, in terms of heating and cooling loads, energy must be expanded to
satisfy the-cooling loads from internal gains in the building and from. the ex-
ternal heat gains. The amount of heating energy required is a function of heat
loss, outside air flow and HATAC system heating energy requirements. The oc-
cupancy in turn also affects the domestic hot water energy requirement of the

:building
In order to describe, and understand the energy use of the building, quanti-

tatively and compara.fively, it's kind of difficult•to-say that one building uses so
Many kilowatt hours,. so many cubic feet of gas or so Many gallons ofoil. There
is a common terminoldgy developing that is called the energy budget. The energy
budget is defined as the amount of fuel going into the building at it -gross
thermal value plus the kilowatt hours times 3, 413 -Btu/Kwh, all divided by the
square footage of the building.
To give you a reference point, the Federal General Services Administration

suggests, that for Federal office buildings,. a -realistic and obtainable energy
budget is 55,000 BTU's per square foot per year. Keep that number in the back

- of your mind as a realistic supposedly obtainable energy budget for Federal
office buildings, iwhich are, occupied 9 :00 A.M. to 5 :00 P.M., five days a week.
Figure 2 shows the results of a study on a 335,000 square foot office building

located in Central Pennsylvania. The energy budget is shown as a function of
certain system alternatives, indicating how it can be influenced. The important
thing to recognize in this figure is that the building, its systems and occupancy
are a constant and have been reduced as far as considered practical today, and is
all very theoretical, having been taken from a computer study. You can. begin to
see that fairly substantial variations can occur even with a given building
configuratidia.
Case No. 1 is the "base case'' which is the building as it's being built. You can

see that the energy budget varies from the high 40's up into the mid 80's as a
function of the energy source and the type of central plant equipment.

This is a three story building, with a central chilled water system and steam
boiler plant with a medium velocity variable air volume air distribution system
and perimeter radiation.
Figure 3 shows energy budgets for variations in the air side of the system in

.two.ways ; first, the manner in which the system is' operated and second, the man-
ner in which the system is designed which determines the flexibility that the op-
erator is given. Looking at Case No. 1, which IS the building as it's being built, we
find an energy budget of 73,400 BTU per square foot per year, based on .1 CFM
per square foot of outside air. Moving to a yi CFM per square foot increases it
to 85,800. Going from double .to single glass increases it even more. In Case No.
4, rather than operate at 751` in the summer and 72F in the winter, if we set back
to 68F in the winter and set up to 80F in the summer, and reduced the humidifi-
cation in winter from 30% to 20%, we can drop way down to 59,700 BTU per
square foot per year.
In Case No 5, if we later decided to use heat recovery and turn off the economy

cycle, using minimum outside air -at all times, we slightly increase the energy
budget over the base case but may later be able to shift some cooling energy to
offset some heating energy. If we install only 75% of the peak capacity of the
perimeter radiation system in Case No. 6, we can effect a fairly substantial reduc-
tion in the energy budget.
Furthermore, if we control that radiation individually on a modular basis, we

can effect even more savings. Finally, if we shut off that radiation at night, and
let the building drift down in temperature when it is not occupied, rather
than maintain the skin at a given temperature, we can save even more. If during
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the day, additionally, we shut the heat off anytime the outside temperature is over
50F independently of the other controls, we can save even more energy.
In Case No. 10, if we reduce the occupied hours, delay the start up until 8 :00

a.m. and shut the system 'off at 5:00 p.m., cutting back the hours of operation by
.3 each day, we can go from 73,400 in the base case down to 68,600. This building
js ordinarily operated 51/2 days a week, from 6:00 a.m. to 6 :00 p.m.

FIGURE 2.—ENERGY CONSUMPTION AND ENERGY BUDGETS

Electric
demand
kilowatts

Electric
consump

MKW14/YR
Oil or gas
MMCF/YR

Energy
budget I

M8TU/SF/YR
,

1 Complex—Base case 4,049 16, 253 16 2 82. 5
2-1 08 + DIN—Base case 1,703 2,836 15 75.0
2-2 OB ± DIN—ID towers  1,687 .2,830 15 75.0
2-3 OS + DIN—Parallel chillers -, 1, 658 2,935 15 76.0
2-4 OB ± DIN—Electric heat 3, 185 5, 295 53.8
2-5 OB + DIN—Electric heat demand control 2, 400 5, 295 53.8
2-6 OB + DIN—Variable conditioner temperature 1, 746 2, 933 15 76. 0
3 Complex—Computer on Central Plant 4, 058 16, 263 16 2 82. 6
4-1 Complex—Heat recovery Din ± Comp  4, 485 17,672  2 48. 9
4-2 Complex—Heat recovery DIN + Comp + OB 4,485 17, 352 g 45. 6
5 OB ± DIN—Combined features 1.732 2,702 12 63.4

I Less computer and existing electric.
2 Includes cooling for computer room.

FIGURE 3.—INITIAL ESTIMATE OF ENERGY BUDGET

Equivalent Approximate
Estimated electricity energy budget

gas (million (millicn
(million killowatt- Btu per

cubic feet) hours) square foot)

1 OB base case 10, 127 2,415 73.4
2 OB 0.25 CFM/SF OA 12, 913 2, 498 85. 8
3 OB single glass 14, 287 2, 515 91. 5
4 013 68F-80E-20 percent 7, 324 2, 226 59. 7
5 OB NO econ cycle 9, 165 2, 856 75.7
6 OB 75 percent radiation 8, 949 2, 316 68. 5
7 OB jcontrel radiation 6, 729 2, 353 59. 0
8 OB rad shutoff 6, 749 2, 356 59. 2
9 OB heat off over 50° F 8, 799 2, 364 67. 5
10 OB short hours 9, 005 2, 388 68. 6
11 OB long hours_  17,851 2,869 110.6
12 OB combined features 4, 715 2, 240 49. 4

In Case No. 11, if we aperate the air handling system 24 hours a day, but shut
off the outside air when the people leave, and turn it on when they come back in
again, you can see that the energy budget jumps up to 110,000. Finally, in Case
No. 12, we look at several of the above features combined, since the energy savings
from each of these features are not directly cumulative. Some of these features
can have a counter productive effect among themselves, so that even though we
combine many of the energy conservative features shown above, we don't nec-
essarily save the sum total of their energy.
The foregoing analysis shows that we can easily vary by a factor of two to

one on the energy budget of a given building with essentially a given system.

Office Buildings
Now let's take a look at a much bigger picture and some real numbers. The

Building Owner's and Managers Association every year reports the air condition-
ing operating cost of over 125,000,000 square feet of office buildings on a city by
city basis. If we plot air conditioning operating cost, which, in itself, is fairly
crude, against cooling degree days, which also is fairly crude, on a city by city
basis, you get a. scattering of points that look like Figure 4.
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lilt, this is certainly not the kind of scattering of points you would expect.
What you would expect would be a diagonal line starting in the lower left hand
,corner and moving up to the upper right. This is because you would think that air
tconditioning cost is a function of the cooling intensity required throughout the
_season, and that the warmer the climate, the more cooling energy is required. But
that's not the case in office buildings, and in fact, if you could draw any conclu-
sion from this data, you could almost say that the cooling cost of office buildings
is independent of how hot it is outside. And to stretch it even a little bit more,
the cooling cost of office buildings is virtually independent of the building itself.
In their 1973 report, the Building Owners and Managers Association provides

the information shown in Figures 5 through 8 on annual energy cost per square

foot, broken down by size of building, location, height and age of building.
The conclusions that can be drawn from this data are essentially that the larger

and higher a building is, the more energy it uses, although not significantly more.

A recent study on office buildings in Chicago shows that one building with 75%

-glass and curtain wall uses a certain amount of energy per year. Another office

building in the same study, with half as much glass and masonry walls used twice

as much energy.
These are the kinds of numbers that you get for energy use in buildings in real

life. Nowadays everybody is concerned about mirror glass and double glass and

insulation. When you look at end result energy use, you hardly ever see the effects

that these things have.

FIGURE 5.-ENERGY ANALYSIS BY SIZE OF BUILDING

Building size Electric Gas Oil Steam Chilled Coal Water Total

Under 50,000 ft 2 37. 7(78) 7. 0(49) 6.4(6) 13. 8(15) 2.2(1)  4.2(76) 49. 3(78)

50,000 to 100,000 ft ' 35.2(102) 6.6(78) 4.4(14) 15.9(36) 1.1(1) 1.6(2) 3.6)102) 47.0(108)

100,000 to 300,000 ft 3 39. 4(239) 4. 9(152) 8. 1(67) 18. 1(79) 13. 6(12) 1.2(2) 3. 1(235) 53. 6(245)

300,000 to 600,000 ft 3 40.0(119) 5.5(66) 8.0(25) 19.1(47) 38.3(6) .9(3) 2.5(119) 56.6(119)

'600,000 ft.2 and over 43. 4(66) 4.6(34) 9. 1 21) 2.06(28) 3. 1(3) .9(1) 3.0(63) 59. 9(66)
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FIG. 6.-ENERGY ANALYSIS BY REGION LOCATION

Region location
_

Electric ,Oil Steam Chilled Coal Water:: Tot8

All United States regions 41. 2(586) 5.2(359) 8. 4(125) 19. 3(202) 16. 8(23) 1.0(8)
,

3. 0(57) 57. 1(594)
Canadian region 15. 6(19) 4. 0(14) 6.9(8) 10. 1(3)  1.9(19) 21. 7(23)
Middle Atlantic 51. 6(135) 1.9(65) 5.4(40) 24. 3(76) 9. 2(4) 1.0(3) 3. 4(133) 72. 4(138>
North Central 34.9(92) 5.9(65) 15. 5(33) 15 6(24) 6. .1(2) 2.5(93) '51. 9(92)
Midwest Northern 32. 9(86) 7. 1(49) 5.3(26) 19.4(4)

,244)
43..7(6)  3.8(87) '57. 0(87)

Pacific Northwest 25. 3(42) 7.6(9) 9.3(1) 10. 2(29) 2. r(2) 2.9(40) 34. 8(41)
Pacific Southwest 38. 8(121) 5.3(86) :9(13) 9.3(17) 1.2(3) 2.1(1) 2.0(116) 46. 7(122)
S4uthern 44.8(62) 4.9(45) 1.7(12) 8.2(7)  1.7(2) 3.6(61) 55. 2(64)
Sitth west 38.8(48) 7.8(40)„ 111.1(7) 7.130) _,,__,_.___

,
2.3(41) 4.0(50)

•
FIG. 7 •

-
ENERtiY ANALYSIS BY STORY HEIGHt OF BUILDING

Height group
Chilled

Electric Gas Oil Steam w9ter am': Water Total
• •

Under 10 stories 42. 1(185) 7. 1(125) 5. 1(34) 16. 8(43) 19. 1(3) 0. 2 (i) ': 3. 5(187) 4. 8(190)
10 to 20 stories 36. 9(264) 4. 5(169) 8.0(64) 17. 7(88) 22. 7(12) 1.6(2) 3, 0(256) 51. 6(267
20 to 30 stories 41. 3(96) 4.3(51) 10. 6(20) 15. 7(48) 10. 8(2) 0.7(2) 2, '4 (94) 55. 9(98)
30 to 40 stories 41. 3(37) 5.4(17) 10. 2(9) 24. 7(15) 64. 8(2) 1.8(1) 2.8(37) 57. 0(39)
40 stories and over 45. 2(23) 5.9(11) 6.5(6) 24. 7(11) 3.0(4) 0.9(2) -3. 2(22) 65. 4(23)

C :FM. 8

Ehlp,GY ANALYSIS BY Aq OF B.U.11.41 NG

Age group Electric Gas Oil Steam
Chilled
water Coal Water Total.

•
Under 5 years old .44.7(59) 4.3(31) 5.3(5) 27. 1(8) 32. 6(2) 1.8(1) 2.0(58) 55. 5(60)
5 to 10 years old  42. 4(102) 6.1(69) 5.3(25) 18. 3(17) 17. 2(3) .7(2) 2.6(99) 54. 9(105)
10 to 15 years old 46. 4(70) 6.0(49) 5.7(14) 24. 5(23) 11.6(3) 3.1(69) 63. 3(72)
15 to 20 years old  36. 7(34) 5.6(24) 6.4(12) 11.9(10) 20. 6(1) 3.0(32).49. 2(35)
20 to 25 years old 43. 6(23) 11.4(10) 5.7(4) 21. 8(8) .2(1) . 9(1) 3. 5(22) 63. 0(23)
25 to 30 years old 34. 5(7) 2.1(4) .3(1) 10. 0(2)  2.3(7) 40. 3(7)
30 to 35 years old 41.5(9) 12. 9(8) 3.9(1) 21. 7(1)  3. 1(9) - 61.2(9)
35 to 40 years old 30. 5(3) 2.5(2) 20. 9(2)  3.0(4) 36. 8(4)
40 to 45 years old 41. 9(46) 4,5(27) 6.2(9) 19. 8(23) 6.6(3) , 3. 5(47) 59. 3(49)
45 to 50 years old 38, 6(70) 3.2(41) 9.4(19) 18. 6(31) 25. 8(7) 3.6(67) 57. 0(69)
50 to 55 yells old 45. 7(37) 3.6(23) 14. 4(13) 11.5(12) 5.4(1) 3.4(36) 63. 9(37)
Over 55 years old 30. 3(145) 4.0(85) 11.4(30) 16. 6(68) 6.2(2) .9(4) 2.9(146) 47. 2(147).

When you look at a lot of those studies, you have to recognize that the num-
bers here are facts, but you also must look at who made the study, and what were
they trying to prove? The next several figures on office buildings in the eastern
part of the country were prepared as testimony in hearings before a State Public.
Utilities Commission by an Electric Utility. While the numbers themselves, I
am sure, are absolutely valid, you have to start questioning things like the
sample itself.
The purpose here is to give you a general feel for the energy used by individual,

buildings as a function of the type of system that they have and the type of fuel.
In Figure 9 we see office buildings over a wide size range with fan coil airside
systems, electric cooling and some kind of fossil fuel heating. Energy budgets.
range from 150,000 tO 190,000 BTU per square foot per year. Mind you, GSA
says 55,000. These are existing real buildings. These are facts.
Now if we go to induction systems in Figure 10, rather than fan -coil, you see

that we jump up over a higher range. Now, we're at 160,000 to 210,000 BTU
per square foot per year. We can begin to ask what are some of the reasons ?'
Well some of the reasons are that the induction system has a higher auxilliar3r
load, and that the energy requirement characteristics of induction systems are
a little different than the energy requirement characteristics of fan coil sys-
tems. An induction system can bring in some outside air to offset the amount
of mechanical cooling where the fan coil system has to use mechanical cooling.
But, during those hours when the cooling load is low, the auxilliary load of the-
central plant frequently can be a higher energy consumer than the chiller, which_
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well may be the case in the fan coil system. I don't know. Each building has its
own answer.

Let's look at induction systems with absorption cooling in Figure 11. Now we're
up to the 225,000 to 260,000 BTU range. Obviously, here, the reason is the greater
-energy requirement a the absorption system.

FIGURE 9.-Office buildings; fan
coil-Electric cooling

Gross area:
BTU/SF per year

192, 000  181, 000
136, 000  189, 000
49,000  - -  -156, 000
285,000  151,000

FIGURE 10.-Office building; induc-
tion--Electric cooling

Gross area:
BTU/SF per year

431, 000  209, 000
226, 000  176, 000
209, 000  164,000
195,000  L76,000

FIGURE 11.-Office buildings; indur-
tion-Absorption cooling

Gross area: BTU/SF per year
330, 000  260, 000
427, 000  242, 000
576, 000  225, 000
694, 000  248, 000

FIGURE 12.-0fficE buildings dual
duct-Electric cooling

Gross area: BTUISF per year
95,000  221, 000,
195, 000  219, 000,
321, 000  189, 000
310, 000  184, 000

FIGURE 13.-Office buildings unitary
electric cooling and heating.

Gross Gross area: BTU/SP per year
45, 000  79,000
460, 000  135, 000
227, 000  80, 000
226., 000   97, 000

FIGURE 14-Office buildings; owner
_ occupied; Philadelphia
Gross area: BTU/SF per year

400,000  209, ooa
600, 000  218, 000
_900, 000  222, 000
900, 000  140, ooa

Now, let's look at dual duct with electric cooling in Figure 12. Here again,
180,000 to 220,00 BTU, Which is fairly substantial. Now, in Figure 13, we begin
to see some of the reasons why this study was made. It might appear as though
the people who made this study were promoting electric heat and unitary sys-
tems. So obviously, the buildings that they probably selected for unitary systems
were done in the -most favor-able light. -
However, there can be many valid reasons why unitary systems in office build-

ings are down to the 80,900 to 135,000 BTU range. You can install a highly effi-
cient centrifugal chiller at .7 KW per ton, or you go out and install some low
efficiency unitary units at 2 K-W per ton. The centrifugal system is 3 times as
efficient. But, if one person wants to work late in a large office building with
central system, you've got to turn on say, one 500 ton chiller, a couple of 100-
horsepower pumps, a 50 horsepower cooling tower fan, one 400 horsepower

primary air fan, a 100 horsepower return fan, and before you know it, you're,
using almost 1,000 KW to provide one ton of air conditioning to cool one person.
Sure the chiller uses .7 KW per ton at full load, but that doesn't tell the whole

story. Nor does it tell what happens at part load. So in many central systems,

particularly those with long operating hours, the auxiliary energy use can be-

substantial.
Figure 14 comes from a different study done in Philadelphia to show the

energy use of Owner occupied office buildings. Here we have a very different

energy use characteristic than we do in speculative office buildings. Owner oc-

cupied buildings tend to be more specialized; they tend to be occupied for longer

hours ; they tend to have more computers; and they appear to have more sophis-

ticated central systems than speculative buildings. In Philadelphia, Owner oc-

cupied office_ buildings have energy budgets up in the neighborhood of 140,000 to•

220,000 BTU.
Let's take a look at the study shown in Figure 15 which was done on New York

City office buildings. This is a study done on 86 high rise office buildings in

New York to show the average, the high and low of the energy used in these

buildings. They use from 72,000 to 403,000 BTU per square foot per year on the

gross square footage of the building. The average is over 200,000 BTU per square

foot per year.

51-440-75-12
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In this same study, Figure 16 shows the same results, except by the age of the
building. What this shows is that the most recent buildings are up in the range
of 260,000 BTU per square foot per year, with the buildings built back in the
fifties being much more enetgy conservative. This may well be the result of the
particular name that they chose. I could probably show you buildings that were
built in the forties that use 300,000 BTU per square f000t a year, but Figure 16
does indicate a trend. However, this trend contradicts the BOMA resuts, which
do not show any trend by age.

FIGURE 15

OFFICE BUILDINGS, NEW YORK CITY

186 buildings')

Consumption/(square feet per year) High Low Average

Total energy used (thousands of Btu) 403. 0 72. 0 210. 7
Steam (thousands of Btu) 298. 6 51. 0 141. 4
Electricity (kWh) 45.0 10.8 20.3

FIGURE 16

OFFICE BUILDINGS, NEW YORK CITY—BY AGE

[Energy consumption, thousands of Btu per square feet per yearj

Electricity
(kilowatt hours
per square foot

Age grouping Total energy Steam per year)

1950-54 128.9 78. 4 14. 8
1955-59  164.4 108.1 16.5
1960-64 214.5 154. 1 17.7
1965-69 266.4 188.0 23.0

FIGURE 17

ELECTRICITY CONSUMPTION COSTS OF SCHOOLS IN FAIRFAX COUNTY

Elementary schools
Area

(square feet)

Cost of
electricity
per square

foot

London Towne 78, 133 $0. 411
Laurel Ridge 80, 929 .322
Hunters Woods 80,284 .315
Greenbriar East 59, 483 . 135
Fort Hunt 66, 992 . 131
Brookfield 43, 794 . 127
Kings Glen 64, 023 . 107
Camelot 76, 853 .100
Forest Edge 80,843 .094
Mount Vernon Woods 40, 051 . 094
Oak View 77, 254 . 092
Wolftrap 49, 082 . 086
floris 19, 637 . 079
Little Run 40, 035 . 074
Quander Road 40, 033 . 062
Cedar Lane 37,194 .061
Beech Tree 40,033 .060
Sleepy Hollow 39. 045 . 049
Oak Grove 10,34 .039
Crestwood 46, 983 . 038
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FIGURE 18

ELECTRICITY CONSUMPTION COSTS OF SCHOOLS IN FAIRFAX COUNTY

Area Cost of electricity
High schools (square feet) per Square foot

West Springfield  279, 085 O. 109
Fort Hunt  260, 537 . 106
Langley  213,509 .105
Herndon  289, 625 .075

• Oakton  288,994 .074
Woodson  261361 .072
Edison   290,983 .069
Marshall  273, 296 .069
Mclean 236, 052 .0.68
,Groveton  152, 645 .063
_Jefferson  255, 807 .057
Falls Church  284, 152 .056
Mount Vernon  154,335 .052
Annandale  277, 933 .051
Lee  2E0, 463 .049
Madison  249. 730 .045
Stuart  250, 463 . 045

FIGURE 19

FUEL CONSUMPTION COSTS OF SCHOOLS IN FAIRFAX COUNTY

Area Cost of fuel
Elementary schools (square feet) per square feet

Oak Grove 10. 349 $0.188
Crestwood 46, 983 .108
Sleepy Hollow 39, 045 .101
Quancier Road 40, 051 .091
Rods 19, 637 .089
Cedar Lane 37,194 .088
Oak view 77, 254 .079
Camelot 76, 853 .676
Kings Glen 64, 023 .073
Beech Tree 40,333 .070
Little Run 40, 035 .070
Mount Vernon Woods 40, 051 .066
Brookfield 43. 794 .062
Fort Hunt 66,992 .061
Greenbriar East 59.483 .059
Wolftrap 49, 082 .056
Forest Edge 80, 843 .050

FIGURE 20.-FUEL CONSUMPTION COSTS OF SCHOOLS IN FAIRFAX COTY

High schools
Area Cost of fuel

(square feet) per square feet

Annandale 277,933 $0. 110
Madison 249, 730 . 110
Woodson 261,361 .109
Stuart 250, 463 . 105
Mt. Vernon 154, 335 . 104
Falls Church 284, 152 . 092
Groveton 152, 645 . 092
Jefferson 255, 807 . 092
Lee 250, 463 . 091
Marshall 273, 296 .086
McLean 236,052 .079
Fort Hunt 260,537 .078
Edison 290, 983 . 076
Herndon 289, 625 .068
Langley 213, 509 . 053
West Springfield 279, 025 . 053
Oakton 288, 994 . 045
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Schools
Figures 17 through 20 show the results of a study that was done on schools irk

- Fairfax County, Virginia. You might say that the office buildings have widely-
different uses, totally different architecture, some may be high rise, some may
be low 'rise, some may have long hours of operation and some may have com-
mercial space.

All the schools in this county in Virginia operate under almost identical
weather conditions, with virtually the identical schedule, and generally speaking-
the character of the architecture is at least similar. In Figure 17, the three-

- schools with the highest consumption may well be all electric schools. I don't
know. But still, look at the rest of them. They range from $.135 per square foot
down to $.038 per square foot. A factor of 4 to 1. These schools are in an area
where the utility company has an electric rate of a fiat $.01 per kwh with no.

• demand. So4he ost is directly related to the actual energy use in kwh.
The same thing holds true for the high schools in that same county in Figure•

18. Let's even knock off the top three. You're still going from $.075 a square foot
down to $.045 which is almost a 2 to 1 ratio.
. You might say, that's the electric use and that really doesn't mean too much,

unless you look at the fossil fuel energy that was used for heating. Figure 19
shows the'fassilluel energy use for these same schools. About the only interesting•
correlation you can make here is that generally those schools that have the-
highest fossil fuel energy use also have the lowest electric energy use. Heating
energy costs range from $.05 a square foot to $.19 a• square foot.
Figure 20- shows High Schools from $.045 a square foot to $.11 a square foot.
These buildings probably have conventional east coast school house boiler plant

'designs, and similar air side systems which in most cases are probably unit
ventilators. All these schools pay the same price for fuel so that these -figures are
directly related to fuel consumption.

• Figure 21 shows the results of a study on one building at Ohio State University.
This particular building happens to have absorption cooling with a gas fired'
boiler, which is also used for space heating. Just the gas use alone of this building.:
is' 395,000 BTU per square foot per year.
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FIGURE 21.—Distribution of existing gas energy consumed.

ALLIED MEDICAL FACILITIES

THE OHIO STATE UNIVERSITY

TOTAL GAS CONSUMPTION 37,500 MCF

395,000 BTU/SF/YR

GAS CONSUMED FOR

COOLING.

18,600 .MCF
50%

GAS CONSUMED FOR

HEATING
15,800 MCF

42%

MISCELLANEOUS GAS
•CONSUMPTION

3,100 MCF
8 °A
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FIGURE 22.—Distribution of existing electrical energy consumed.

ALLIED MEDICAL FACILITIES

THE OHIO STATE UNIVERSITY

TOTAL ELECTRICAL CONSUMPTION 2,983,000 KW-HRS
107,000 BTU/SF/YR

• 

e---

'HEATING AUXILIARIES
164x103 KW-HRS .5%5 

COOLING AUXILIARIES

648 x 103 KW-HRS 22,0%

LIGHTS
705 x103 KW-HRS 24,0%

ELEVATORS
90 x103 KW-HRS 3,0%

VENTILATION
1104 x103 KW-HRS 37.5%

MISCELLANEOUS
271 x103 KW-HRS 9.0%
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FIGURE 23.—Comparison of installed capacities versus actual yearly energy use.

ALLIED MEDICAL FACILITIES
THE OHIO STATE UNIVERSITY

1100

1000

$OO

BOO

700

W 600

KWH X103 500 .

400'

SOO.

200-

100

*-7*--VENTILATI0N

1104 x102KWH

INSTALLED

i
VENTILATION

151 KW

WAN*

LIGHTING
705x 10' KWH

i
INSTALLED
LIGHTING
256 KW

\.

-ENERGY USED YEARLY BASIS

- I NSTALLED .CAPACITIES

COOLING AUXILIARIES
648 x105KWH

INSTALLED
COOLING
110 KW

HEATING AUXILIARIES
164 xle KWH

L- 

INSTALLED
HEATING
28 KW

FIGURE 24.-1972 MAXIMUM KILOWATT DEMANDS 6 DALLAS LEARNING CENTERS

Rooftop HVC Central HVC

Darrell Marshall Buckner Navarro Seguin Tyler

January 1 156 156 229 155 254 129
February 211 193 228 207 254 259
March 244 239 279 222 311 311
April 261 295 347 290 264 331
May 255 262 290 274 321 331
June 238 290 342 300 316 331
Ju,y 192 262 342 300 279 238
August 285 299 285 285 331 300
September 303 304 336 342 321 303
October 331 285 326 305 290 311
November 201 198 269 290 274 238
December 119 119 207 124 202 155

1 For Darrell School, the all-electric plant, demand figures are derived and do not include electric heating demand. For
all other schools, demand figures are from utilities billings.
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FIGURE 26.-ENERGY BUDGETS

[Dallas, Tex., learning centers, 19721

School
Annual use
(months)

Btu per
square foot

per year

Darrell LC 

Marshall LC 

9

9

64,916
12 76, 536

101,363
12 120, 416

Buckner LC 9 118, 049
12 139, 668

Navarro LC 9 66, 155
12 80, 723

Seguin LC 9 171,630
12 212,240

Tyler LC 9 71,234
12 87, 934

FIGURE 27.-Energy budgets; Huntington Beach, Calif.

Btu/sq ft per year
Fountain Valley HS:

1970-1971   169, 507
1971-1972   163, 670
1972-1973   148, 967

Marina HS:
1970-1971   136, 275
1971-1972   143, 267
1972-1973   141, 908

Edison HS:
1971-1972   123, 871
1972-1973   145, 708

FIGURE 28.-Hospitals
Btu/sq ft per year

Lake City, Fla.:
Fuel   189, 000
Electricity   73, 000

Total   262, 000

San Diego, Calif.:
Fuel   285, 000
Electricity   122, 000

Total   407, 000

Buffalo, N.Y.:
Fuel   176, 000
Electricity   41, 000

Total   217, 000

FIGURE 29.-Shopping mall, Allentown, Pa.; All electric

BTU/SF per year

Auto center  74, 000
Department store  114, 000
Department store  102, 000
Variety store  100, 000
Restaurant   409, 000
Bank   131, 000
Drug store  129, 000
Food market  205, 000
Dry cleaner  688, 000
Book store  104, 000
Doughnut store  326, 000
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Figure 22 shows the electric use, which is another 107,000 BTU per square foot
per year. This totals over half a million BTU per square foot per year for this
university building.
An interesting thing to look at in Figure 23 is the relationship between the

installed capacity of various classes of equipment and the amount of energy
that the equipment uses over the year. This confirms my concept that says,
"I don't want to know so much how big the equipment is, I want to know how
much it's used". The installed capacity of the ventilation equipment is only
151 KW but look at the amount of energy it uses, whereas the lighting load is
almost twice the installed capacity of the ventilation, but the energy used is
only about % as much as the ventilation. So it's not the installed capacity or
the design capacity, it's how much that particular system, component or acces-
sory is used that determines energy use. -

Another study on school energy use was conducted by Educational Facilities
Laboratories and looked at several cities across the country.

Figures 24, 25 and 26 show the demands and energy use of six schools in
Dallas, Texas built in 1970 and 1971 which are all essentially similar, having
been built to the same 40,360 square foot plan. The major difference in the six
buildings is that four of them have central plant HVA.0 systems and two have
rooftop units, one of which is all electric.
Here again it must be noted that these figures were assembled by a manu-

facturer of rooftop equipment.
Figure 27, from the same study, shows the changes in energy budget from year

to year in three high schools in California.

Hospitals
Figure 28 shows the results of a study that was completed on three Veterans

Administration hospitals. In hospitals, the intensity of use and requirements for
energy are pretty substantial, so that these numbers are relatively meaningless
compared to office buildings. But, there is still a 2 to 1 ratio on energy use.
In Buffalo, New. York where the design temperature is something like minus
10F, with tremendous heating loads, you would think that the fossil fuel energy
requirements would be a lot higher than for Florida or California where the
design temperatures are in the thirties and forties. And what this begins to

• tell you is that when it comes to the amount of energy used, regardless of the
source, more often than not, it's the air side system or other factors that are
the prime determinants in the amount of energy used, and now how efficient the
boiler is, or not what kind of fuel is being used.

Commercial
Figure 29 will allay a lot of questions about the energy use implications

of hours of operation and type of building construction and materials. This is
data from an enclosed mall type shopping center, about 50 miles north of Phila-
delphia. It happens to be an all-electric building, where the construction of
each store is identical, and each store has its own unitary all electric heating
and cooling system. Each store is metered and billed individually. The shopping
mall operates a fixed number of hours per day, a fixed number of days per week.
All the stores are open for virtually the same number of hours. You would say
that if there were ever a case where the amount of energy used would be very
similar, this would be it. Yet there is a ratio of almost 10 to 1 in energy used.

Summary
There are a number of concepts that I have tried to demonstrate by means of

some facts. Among these are:
1. The concept of energy use in buildings adds another dimension to the design

process.
2. The major determinant of energy use in buildings is the demand that the

occupants place on the systems, and then the type of system, not the boilers and
chillers, nor the energy source.

3. The majority of the energy use occurs during the time when the outdoor
temperature is moderate.

4. Conversely, a very small fraction of the energy use occurs during the time
when the outdoor temperature is at the extremes.

5. Therefore, we should be much more concerned about how efficiently a system
operates during moderate temperatures than during extreme temperatures.
6. More insulation is not necessarily better.
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7. The energy use of a building is not necessarily related to its design load or
installed capacity.

8. Lower energy consumption does not necessarily mean lower operating cost.
9. The key input in the design process is to give the building user the ability

to control energy use.
There has been a movement toward establishing annual energy budgets for

buildings as the basis for legislation or as guidelines for designers to meet.
-While such a movement is favored by many knowledgeable people, there are
numerous pros and cons. In favor of the energy budget is that it establishes
target energy consumptions for buildings, however, there are many cons.
The major problem is the establishment of the budget itself. Glancing over the

preceding facts reveals the enormity of the problem. Other problems include the
means for determining the budget during design, and the means for enforcement.

Various interest groups in the design and construction industries opt for the
-energy budget as a means to "pass the buck" to other segments of the industry.

There has been a similar, but smaller movement toward the power budget,
-which limits the installed capacity of the energy using systems in a building.
In addition to the problems facing the energy budget, the power budget concept

-fails to take into account the major factor in energy consumption, the use of
the building.
The major factors in design that -can influence energy consumption are the

:selection of the type of cooling plant, the type of air side systems, the handling
of the internal heat gains (primarily lighting), the control schemes and heat
:recovery.

Of somewhat less importance are the energy source, the thermal quality of
-the building (except housing), the architecture and the type of heating system.

The major operating factors that -influence energy -consumption over which
-we, as designers, have very little control but must take into consideration when
,designing are the requirements and use habits of the occupants of the building,
-the hours of operation and whether or not there are going to be computers. I've
seen computer rooms in office buildings with energy budgets in excess of

:1,500,000 BTU per square foot per year.
Minor, but still important operating factors are maintenance, occupancy and

the use of domestic hot water, except in housing where it can be a significant
iportion of-the total heating energy.

In most commercial and industrial buildings, the, electric bill is computed from
monthly- demand charts and meter readings that tell you how much energy has
been used and when. This must be anticipated in the design of the building, since
the owner has to live with it for the life of the building.
By reducing the energy consumption, you may not lower the operating cost.

I just did a study on a large high rise office building where I recommended the
:system that had the highest annual energy requirements because the system was
not only the lowest in first cost, but the operating cost was also lower. The rea-
son was that the Owner of the building was buying district steam and there was

-100% demand ratchet for the following 12 months. The system that had the high-
est capacity and therefore the highest demand had the highest operating cost.
The cost for energy used amounted to less than one-third of the annual energy

'bill. The other two-thirds of the bill was for demand charges which were imposed
solely because of the installed capacity of the system.

.Conclusion
Te conclusion to this story is that there is no conclusion. The key to this whole

-business is there is no one good answer for every situation. You've got to look at
-each building individually. If the answers were so simple, we wouldn't have such
a wide variation of numbers like you have seen here.
Any consideration for legislating either power budgets or annual energy

, budgets must be carefully evaluated if they are to result in wise energy manage-
ment.
The challenge of designing energy efficient buildings will be with us for a long

time to come. There are numerous significant ways in which you can meet this
challenge, and an understanding of what happens in existing buildings con-

, tributes to our-ability to do the best possible job for our clients.
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BEFORE THE FEDERAL TRADE COMMISSION
WASHINGTON, D.C.

PETITION FOR RULE MAKING IN THE MATTER OF AFFIRMATIVE DISCLOSURE OF HOME
BUYING INFORMATION TO PROSPECTIVE PURCHASERS

No.  

Petitioners: Home Owners Using Saving and Energy Information To Negotiate
Fair Offers (HOUSE INFO)

Attorneys for Petitioners: John F. Banzhaf III and Glenn A. Goldberg

I. ABSTRACT

Home Owners Using Savings and Energy Information to Negotiate Fair Offers
(HOUSE INFO) hereby petitions the Federal Trade Commission to promulgate a
trade regulation rule requiring the affirmative disclosure of material home-buying
information to potential purchasers. The information to be disclosed will include
an estimate of the annual heating and cooling costs, data on how well the house
is insulated, the types of fuel used for heating purposes and the warranties with
respect to major systems and appliances in the home.
By adopting HOUSE INFO's proposed rule, the Federal Trade Commission will

be fulfilling more than just its obligation to abolish deceptive and unfair trade
practices or acts. It will be (1) complying with the recent Congressional mandate
stressing the importance of warranties, as well as (2) answering the cries of all
Americans for the federal government to prevent energy waste.
While the costs of preparing such information and making it available to con-

sumers in an understandable form are nominal, the savings opportunities such
information will afford consumers will be millions of dollars. The adoption of
the proposed rule will aid in the restoration of faith in the American economy,
as well as in the efforts of government to conserve energy.

II. INTRODUCTION

The following is a petition for rule making to the Federal Trade Commission
presented by HOUSE INFO, a group of three law students concerned with decep-
tive and unfair practices in the housing industry. The proposed rule is designed
as a means of attacking those deceptive and unfair practices which are having a
substantial effect on energy shortages and inflation, two of the most vexing prob-
lems facing America today. The enactment of HOUSE INFO's proposal would
require all sellers of new single-family homes to disclose to all potential home
buyers information as to the energy-efficiency of the home and what warranties
the home is covered by. It is the contention of HOUSE INFO that the information
it seeks to have disclosed is essential for the making of a rational purchasing
decision.

Specifically, the information, which will be presented to prospective buyers on
a single sheet, will include: (1) an estimate of the annual heating and cooling
costs of the home; (2) the types of fuel used for heating the home and water;
(3) the quality of the insulation in the walls, floors and ceilings of the home;
and (1) the warranties, with respect to major systems and appliances.

•
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The disclosure of estimated heating and cooling costs will not only afford the
home buyer a more realistic picture of future maintenance costs, but will serve
to place home energy-efficiency in the forefront of the home purchasing decision.
This will, in turn, encourage builders to construct energy-efficient homes. The dis-
closure of the quality of the insulation provides a constant indicia of energy-
efficiency which will prove to be useful to the home owner as the costs of different
sources of fuel fluctuate.
Knowledge of the types of fuel to be used in a home is of considerable impor-

tance because different fuels vary in cost, safety, cleanliness and dependability.
Thus, knowing the types of fuel which the home utilizes will aid the consumer
in selecting the energy source best suited to fulfill his particular needs. Finally,
disclosure of warranty information, together with estimated heating and cooling
costs will enable the consumer to base his purchasing, decision upon house life
cycle costs. The life cycle costs may be defined as the initial purchase price plus
the cost of maintaining the home over a period of time. Such costs are coming
to be realized as the true costs of a purchase as opposed to merely the initial
purchase price.

It is envisioned that the proposed rule will come to the aid of a depressed
housing industry, as that industry has been severely affected by the energy crisis
and inflation. By encouraging builders to construct energy-efficient homes, the
proposed rule will help to dampen the strain which our counrty's energy problems
have placed upon the industry. The effects which energy conservation can have
upon this country's battle against inflation are obvious. It is estimated that if
the proposed rule had been adopted in 1974, 14.9 million gallons of oil or over
6 billion kilowatt hours could have been •saved (if all homes used the same
fuel—either oil or electricity ).1 This means that between $42 million (if all
homes used oil) and $170 million (if all homes used electricity) could have been
saved.2
The authority of the Federal Trade Commission to promulgate trade regula-

tion rules was recently affirmed by Congress in the enactment of the Consumer
Product Warranties and Federal Trade Commission Improvements Act.3 In the
statute, Congress amends section 6(g) of the Federal Trade Commission Act 4
to clearly give the Commission the authority to issue rules defining unfair and
deceptive trade practices. It is the contention of HOUSE INFO that the failure
of sellers of new homes to disclose the information required by the proposed
rule constitutes an unfair and deceptive trade practice or act within the mean-
ing of section 5 of the FTC Act for the following reasons: First of all, incomplete
home buying information constitutes a misleading half-truth. Secondly, the
complete omission of material information leads to irrational purchasing de-
cisions. Third of all, the failure to supply consumers with energy-efficiency and
warranty information is unfair in that it offends public policy.
The Federal Trade Commission has been the one federal agency that has

stood in the forefront in representing the plight of the consumer. It is with this
glorious history in mind that HOUSE INFO calls upon this valiant agency to
fulfill its destiny as consumer champion by adopting this both timely and
necessary rule.
HOUSE INFO is composed of three George Washington University law stu-

dents, Julie Halms, Eric Fine and Louis Ebert. The group is organized under
the supervision of John F. Banzhaf III, Professor of Law at George Washing-
ton University, and Glenn A. Goldberg, Attorney at Law. Through its efforts,
HOUSE INFO has come to the realization that while the purchase of a house
Is one of the largest and most important a consumer will make, the actual pur-
chasing decision is plagued by an alarming shortage of material information.
From the group's research and contacts with various organizations involved
with the housing industry, it has come to the conclusion that the disclosure of
material home buying facts will benefit the consumer, the housing industry and
the nation as a whole.

1 Residential Energy Consumption, Single-Family Housing, Final Report, March 1973,
HUD. P. 3; Impact of Improved Thermal Performance in Conserving Energy, National
Mineral Wool Insulation Assoc., Inc., April 1972.

2 This assumes costs of $.20/therm. and $.0277/kwh. (See Appendix A.)
3 Public Law 93-637.
*15 U.S.C. § 41, 46(g).
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III. RAVAGING INFLATION COMBINED WITH A SNOWBALLING RECESSION HAVE BROUGHT'
THE UNITED STATES TO THE BRINK OF ECONOMIC DISASTER

The gravity of our current economic plight cannot be overestimated. Except
for a brief period following World War II, prices have been soaring faster than
in any other peacetime period in our nation's history.' Yet, simultaneously, we
are faced with burgeoning unemployment and declining output, signs all too
reminiscent of the Great Depression of the thirties. It is no small wonder that
men such as Arthur Burns have concluded that the economic crisis has placed the
very future of our nation in jeopardy.'

It is because of the severity of the present economic crisis that HOUSE INFO,
respectfully requests that the FTC act with immediacy toward the promulgation
of a trade regulation rule requiring affirmative disclosure in housing. The need
for such a rule is obvious. Had the proposed rule been in effect in 1974, it could•
have saved American consumers a total of between $42 million and $170 million
in energy bills. Such a reduction would be a great boon to the lowering of the
life cycle costs in owning a home, thereby serving to help stem the tide of infla-
tion. By reducing the true costs of owning a home, the proposed rule will also
serve to stimulate a depressed housing industry and thus act to decrease unem-
ployment.
The need for government action cannot be overemphasized. Almost all of the,

economists attending President Ford's economic mini-summit of October 1974
shared the following bleak outlook: business is not expected to pick up in the
next ten to twelve months and profits are likely to drop; unemployment will rise
sharply in 1975, while inflationary price increases probably will not fall below
10%.8

This economic crisis is having particularly disastrous effects upon America's
housing industry. The nation is suffering the longest and most severe housing
recession since the end of World War II.9 Unemployment in the construction trade
is twice the national average.' Problems in housing are compounded by rising
fuel prices. The Federal Energy Administration (PEA) notes in its recent Proj-
ect Independence Report that housing is one of the more vulnerable industries
to the energy crunch.
The proposed rule will place a minimal burden upon the housing industry. The

builder, upon completion of the house, should have all of the basic data which
will enable him to easily disclose the information in simplified form to the con-
sumer. The great advantage of the proposed rule is that it does not set any stand-
ards for the industry. The proposed rule does not place any rigid restrictions-
upon the builder nor does it provide for any government control over the man-
ner in which the house is constructed. However, builders who fail to build low-
cost, high quality homes will find themselves without customers. This is how a
free market economy must function.
In spite of the present slump in the housing industry, the single-family home IS'

the most popular living unit in America. In 1973 over one million single family
homes were constructed.11 This represented over 0% of all housing units which
were built that year." The destruction of this American institution would surely
inflict severe emotional wounds on the American population.

It is HOUSE INFO's contention that disclosing warranty information and
estimated heating and cooling costs will force builders to compete to reduce life
cycle costs of the home to the minimum cost possible. The PEA has concluded
that with known technology, up to thirty-six per cent of the energy utilized per
annum in single-family homes could be preserved by altering present construction
techniques. These savings could be accomplished without significantly altering
the price of a new home or changing the occupant's life style." Action must be
taken with immediacy for the very preservation of the housing industry is at
stake.

'U.S. News and World Report, A rthur F. Burns, "Warning on Inflation: Future of
Our Country in Jeopardy," June 10, 1974.
6 Td.

7 Supra note 2.
8 ITS. News and World Report. Oct. 16. 1974.
9 President Ford's address Oct. 8, 1974, to Congress, "Washington Post, Oct. 9, 1974.
10 Id.
11 Dept. of Commerce, Construction Reports, "Characteristics of New One-Family homes:

1973, p. 7.
12 Washington Post. Nov. 20, 1974, "Toward Multiple Dwellings."
13 Fed er al Energy Administration, Project Independence A Summary, November 1974,

p. 167.
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President Ford, in his W.I.N. campaign, has called upon the American con-
sumer to forge ahead as the bulwark of the country's fight against inflation.
The President's plan of attack includes a request to all Americans to help drive
down prices by being more intelligent consumers, by driving hard bargains and
by conserving energy. He has urged all Americans to reduce driving by five per-
cent, to decrease appliance usage and to use less heat in homes and offices!A

It is ironic that one of the central strategies of the W.I.N. program is for us
to be better consumers,' when consumer information needed to reach this goal is
largely unavailable. Federal Trade Commissioner Mary Gardiner Jones finds that,
at present, consumers are unable to exercise effective choices because of the in-
adequacy or inaccessibility of hard product information!"
The proposed rule comports perfectly with the gist of President Ford's eco-

nomic message. What better way is there to aid consumers to use less heat in their

homes than to provide them with the estimated heating costs of a house prior to
purchase? If disclosures of how well the house is insulated and by what war-
ranties the home is covered are required, the consumers will be able to evaluate

the true value of the home. The only way to be a wise consumer is to be a fully-

informed consumer.
In viewing a market economy from an economic vantage point, the failure to

provide information to consumers is just as detrimental as supplying false or

misleading information. Both act equally in hampering market efficiency. The

manner in which the market is functioning today serves to deter sellers from

supplying consumers with useful information. Manufacturers find security in

relying upon their past reputations to maintain their competitive status, rather

than providing the consumer with qualitative product information for compara-

tive purposes. The public is blasted with advertisements stressing a sexy product

slogan, instead of the product's true quality or value. Although it is difficult to

discern the degree to which consumers would take advantage of increased product

information, one study suggests that consumers could have increased their p
ur-

chase satisfaction by 50 percent if the best sources of product information 
were

utilized!' Even if half of this figure is realized, the result would have a profound

effect on American society. Consumer trust is a key element in the effici
ency of

the market place. If the efficiency of the marketplace could be increased by 
one-

tenth of one percent, the amount saved would be one-half billion dollars
!' Cer-

tainly, the magnitude of potential savings compels decisive Commission 
action.

Essential purchasing infomation is particularly wanting in the housin
g in-

dustry and its harm is compounded in light of the large sum of mone
y involved.

In 1974, the average cost of a single-family home was $34,748 and 
townhouses

$43,299." The lifetime costs of running a home will often represent 30 percent
 of

a family's lifetime net income.'" Because of the large downpayments 
required and

the difficulty of procuring a mortgage, many families will only
 purchase one

house. Thus, the information available to it at the initial purc
hase-period is

crucial, for there is no room for trial and error experimentatio
n.

The purchasing of a home is one of the most complex decisions
 that a con-

sumer will ever make. The completed home represents a composite o
f the work

and expertise of diverse groups of professionals and tradesmen. Th
e average

consumer is typically unable to research or ascertain all of the i
nformation

necessary to make an educated decision. The placing of data crucial
 to an

informed decision in an understandable form on a single standard
ized sheet

will also serve to facilitate comparative home buying. The disclosure
 of energy-

efficiency information will increase the builder's incentive to build hig
her quality

homes. The disclosure of warranties will make builders ut
ilize materials of

greater durability and quality. Operating cost information will affor
d the con-

sumer the opportunity to gain insight into the true costs of maintaini
ng a home

prior to the purchase.

14 U. S. News and World Report, Oct. 21, 1974.
15 President Ford's Address to the Future Farmers of America, Oct. 15, 1974.
16 Address before Advertising and Public Interest Workshop, American Marketing

Association, p. 11.
Oxenfeldt, Consumer Knowledge—Its Measurement and Extent, 32 Review of Eco-

nomics and Statistics 300 (1950).
19 This is a conservative estimate which HOUSE INFO has made based on the group's

discussions with FTC personnel.
19 National Association of Home Builders Journal—Scope July 1, 1974, p. 66.
20 Marketing Man's Guide to Housing and Light Construction, Professional Builder's

Magazine, 1973, p. 7.
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In response to the economic crisis, President Ford has called upon all Americans
to become good consumers. The President has told us to seek the aid of govern-
ment in our efforts to carry out this mandate. Due to the present state of the
market system, certain information which consumers need to make non-infla-
tionary purchases is not available. Prices are soaring and unemployment is
steadily increasing. Effective federal agency action is a must.

Iv. NATIONAL SECURITY IS THREATENED AS THE UNITED STATES HAS BECOME

HOSTAGE TO THE WHIMS OF FOREIGN OIL MAGNATES

As of 1973, the United States was dependent on foreign oil for 35 percent of
its total supply. The extent of our national vulnerability was clarified by the
October, 1973 Arab oil embargo. By January, 1974, U.S. demand was 14 percent
above the available supply, as imports slumped by over 2.1 million barrels per
day. The Gross National Product plunged between $10 billion and $20 billion
and 500,000 workers were forced out of work as a direct result of the embargo:2
Furthermore, during the embargo, there was a 9.8 percent increase in the con-
sumer price index, a third of which can be directly attributed to the oil price
hike.' It is not surprising that President Ford has established energy independ-
ence by 1980 as a national goal.24
The urgency of this country's energy dilemma has been one of the prime

motivating forces behind the proposed rule of HOUSE INFO. Nowhere is this
energy crunch more critical and acutely felt than in the single-family home.
In 1973, household markets alone consumed 22.4 percent of the total energy
supply.25 The home owner is at the mercy of foreign governments, and he can
expect his monthly utility bills to soar concurrently with fluctuations in an
already volatile international political scene. Moreover, a house constructed in
an energy-inefficient manner will yield utility bills that will increase at a
disproportionately higher rate than its energy-efficient counterpart.
The Federal Energy Administration's Project Independence Report, an evalua-

tion of the nation's energy problems, outlines three distinct strategies the United
States can employ to meet the energy crisis:
(1) increase the domestic supply;
(2) the institution of energy conservation measures; and
(3) the creation of emergency stand-by measures. The focus of HOUSE INFO's

proposed rule lies within the realm of the conservation option, as the FEA con-
cludes that conservation action alone can reduce the growth of energy demand
from four to five percent down to two percent per annum between 1974 and
1985.28
One of the steps the FEA recommends to be taken in the development of a viable

conservation program is the adoption of incentives for improved thermal design
efficiency and thermal standards for homes and offices.' By taking such action
along with the development of standards for more efficient automobiles, petroleum
demand can be reduced by 2.2 million barrels per day by the year 1985:8 Expected
electric demands could also be reduced in about ten years from 12.3 quadrillion
kilowatt hours to 11.0 quadrillion kilowatt hours.22
If projected growth rates in the housing construction industry are met, there

will be 88.8 million residential units. by 1985, twenty-nine per cent of which will
have been built after 1974.2' The FEA states that with the use of known technology,
up to thirty-six per cent of the energy utilized per year in single-family homes
could be preserved by altering present construction techniques. Such construc-
tion changes might include using more and higher quality insulation and using
double-glazing in windows and doors. While HOUSE INFO's proposed rule does
not require the builder to alter his construction plans, the disclosure as to how
energy-efficient he has made the house will enable consumers to reject shoddy
workmanship.

FEA, Project Independence supra, p. 18.
22 1d., p. 18.
23 Id.
24 Id.
25 Id., p. 164.
26 Id., p. 9.
27 Id.
28 Id.
2, Id.
30 Id., p. 120.
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The Project Indenpendence Report includes estimates which indicate thatthrough education and public information alone, there would, by 1985 be savingsof between 42 and 47 quadrillion btu's, depending upon fuel prices." These sav-ings are equivalent to between 298 and 340 billion gallons of oil. It is to be notedthat the PEA does not specify the kind of information or the manner in which itis to be distributed. However, HOUSE INFO believes that its proposed informa-tion sheet (see Appendix B) is in line with PEA objectives and past successfulprograms sponsored by utility companies. Michigan Consolidated Gas Company's
1973-74 education and finance program achieved a 60 per cent increase in demandfor attic insulation. An advertising and educational program established by the
Philadelphia Electric Co. realized a 10 per cent increase in sales of high perform-
ance air conditioners.' The PEA estimates that a government proffered adver-
tising and marketing program in regard to home energy-efficiency would cost be-
tween $2 and $4 million in staffing and media expenditures.
In contrast, the adoption of HOUSE INFO's proposed rule would cut the above

costs considerably. A program of disclosing the true costs of home ownership, as
advocated by petitioners, will be less expensive to operate and have a greater
effect on consumer habits than an affirmative advertising operation. First of all,
the distribution of heating and cooling costs at the time the prospective buyer
first shows an interest in a house maximizes the impact of such information. Fur-
thermore, the disclosure and enforcement costs would be minimal.
Another strategy that was considered in the development of an energy conserva-

tion program is the imposition of mandatory standards for thermal efficiency in
residential homes. However, the FEA warns that the introduction of such stand-
ards would require excessive regulation costing federal, state and local govern-
ments approximately $150 million annually for inspection and enforcement.'
Setting standards should also be discouraged due to the difficulty and costs in
establishing valid and reliable ones.

Project Independence indicates that present government policies and practices
concerning home builders have been focused on minimizing first costs of the
energy component, not long-run operational expenses. For instance, the accessi-
bility of mortgages is based upon dollars per square foot. Federal Housing
Authority (FHA) Title 236 housing loans are also predicated upon first costs."
It is clear that there must be a shift in the emphasis of federal programs toward
life-cycle costs, with an emphasis on fuel expenses. Future home owners cry out
to the Federal Trade Commission to initiate such changes.
The national energy crisis is quickly reaching disastrous proportions. It has

affected the lives of all Americans and is wreaking havoc upon our economy.
The PEA has recommended energy conservation as one of the means of com-
batting the fuel shortage. Such a national energy conservation scheme requires
'Ong-range planning and systematic programming designed to increase awareness
of energy consumption. The proposed rule supplies the required need for con-
sumer education in energy conservation by showing in a "dollars and cents"
format what effect quality insulation has on utility bills. Adoption of the rule by
the FTC will be the first step in developing a workable federal program, which
will sensitize prospective home buyers to energy awareness in their purchasing
decisions.

V. THE PROPOSED INFORMATION SHEET DESIGNED BY HOUSE INFO WILL PROVIDE PO-
TENTIAL HOME BUYERS WITH THOSE FACTS VITAL TO THE HOME PURCHASING
DECISION IN A CLEAR AND CONCISE FORMAT

HOUSE INFO's proposed information sheet, which appears as Appendix B, is
designed to be a single-paged leaflet which is to be given to all persons coming
to inspect the home by the selling agent. No request for it by the buyers should
be required. Upon receiving the sheet, the consumer will notice that the initial
disclosures inform him of estimates of the annual heating and cooling costs for
the home. The estimates, which are determined by the use of standard formulae
adopted by the FTC, must be based on fuel prices, reported to the builder by the
utility company no earlier than three months prior to the computation of the
estimate.

81 Id. Appendix, p. 131.
"Td., p. 135.
33 Id., p. 169.
34 Id. Appendix, p. 137.
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The next disclosures will tell the potential buyer what types of fuels are used

for the home's heating system and to heat water in the home. Knowledge o
f the

types of fuels used will enable the potential buyer to consider the advantages

and disadvantages of the fuels he will need to purchase.

The next seCtion on the information sheet informs the potential buyer of how

well the house is insulated. The seller must disclose what type of insulation has

been used and the "R-values" of the insulation in the ceilings, walls and floors.

The "R-value" is a measure of how efficient an insulator the material is, or, in

other words, how well it retards the flow of heat. The higher the "R-value," the

better the material is as an insulator. (See Appendix E for further explanation

of R-value.)
Information will also be supplied as to whether the windows and doors have

double-glazed panes, and, if so, how many of them do. Knowledge of this is

important because double-glazing aids in the retarding the• transmission of

heat.
Finally, the material terms and conditions of the warranties on various sys-

tems, the roof, the entire structure, the basements, windows, and doors, and

major appliances must be disclosed by the sellers in a simple format. HOUSE

INFO suggests that the FTC refer to the new Consumer Product Warranty and

Federal Trade Commission Improvement Act, should it desire to disclose addi-

tional warranty information.
At the time of settlement, the buyer must sign a statement which states that

he has read he entire information sheet and that it was shown to him at the

time he initially inspected the home. This signed statement, as well as a builder's

file substantiating the validity of all disclosures made to the buyer in the in-

formation sheet, must be kept by the selling agent along with the sales contract

for a period of three years. The substantiation file is designed to make enforce-

ment of the rule by the FTC easier and less costly.
HOUSE INFO suggests that the implementation of its proposed rule be ac-

complished with the seller giving a single information sheet to the buyer for the

following reasons: A single-sheet format will facilitate consumer comparisons

between different homes. As practices presently exist in the housing market, the

consumer is bombarded with multi-page documents as he enters each house. When

he returns home he finds himself inundated with sufficient materials in order to

write a book on the subject of housing. A single sheet consisting of concise mate-

rial information will not only help the consumer to make a better-informed
decision, but help the consusumer to avoid much immaterial rhetoric. The follow-
ing is the proposed rule :

Proposed rule
The Commission hereby promulgates as a trade regulation rule its determina-

tion that, in connection with the sale of any new home' in, or affecting, commerce,

as "commerce" is defined in the Federal Trade Commission Act, it constitutes an

unfair method of competition and an unfair and deceptive act or practice for the
seller to:

Section 1.—Fail to make available to any potential buyer,' regardless of whether

a request has been made by the buyer, during the initial inspection of the home or

model, a standard form as prescribed by the FTC, containing the following in-

formation (see ,Appendix B) :
( a) The estimated annual cost of heating the home, based upon a standardized

formula as determined by the FTC; 4
(b) The estimated annual cost of cooling the home, based upon a standardized

formula as determined by the FTC;
(c) The type of energy used for the home's heating system (e.g., oil, gas, elec-

tricity) ;
(d) The type of energy used to heat water in the home (e.g., oil, gas, elec-

tricity) ;
(e) The-type of insulation used in the home (e.g., wood fiber, mineral wool) ;
(f) The "R-values" of the insulation in the ceilings, walls and floors, as de-

scribed in Section 2;
(g) Whether the home has single or double-glazed windows and the relative

number of each, as described in Section 2;
(h) Whether the home has glass doors with single or double-glazing and the

relative number of each, as described in Section 2;
(i) The material terns and conditions of any warranty, expressed In number of

years for both parts and labor, on:
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1. the heating/cooling unit
2. the hot water heater
3. the roof
4. the structure
5. the basement
6. the double-glazed windows
7. the doors with double-glazing
8. major appliances such as the dishwasher, range, garbage disposal, and

refrigerator
Section, 2.—Fail to include on the information sheet, prescribed in Section 1, in

a clear and conspicuous manner, the following explanations verbatim:
(a) The formulae used to determine the annual heating and cooling costs yield

an estimate which may change with variations in occupancy, equipment efficiency,
living habits and other factors. Because of these factors, the estimate may vary
from the actual costs incurred. However, the seller must have reason to believe
that the figures used to compute the formulae and the actual computations of the
formulae are accurate and reasonable. The inside temperature of the house is
assumed to be 70° F. during the heating season and 75° F. during the cooling
season. Fuel prices are based on an anticipated cost of —0 per gal./therm./
kwh. determined as of (date). The fuel prices used must be as recent as three
months.
(b) Insulation is a type of material which retards the transfer of heat. The heat

resistance of insulation material is indicated by an R-value, a measurement that
takes into account not only the thickness of insulation but also the nature of the
material. The higher the R number, the greater the effectiveness of the insulation
in preventing heat from leaking out of or into the home. Most R-values range from
R-7 to R-22.
(c) Double glazed glass used in windows and doors consists of two panes of

glass separated by a thin air space and sealed around the edges. All condi-
tions being equal, double-glazing is superior to single-glazing in retarding the
transmission of heat, thereby aiding in energy conservation.

Section 3.—Fail to maintain a file for a period of three years from the time
of settlement 6 substantiating the validity of all information presented to the
potential buyer in the sheet prescribed by Section 1.

Section 4.—Fail to obtain the signature of the buyer on a copy of the infor-
mation sheet provided by the seller at the time of settlement, such signature
certifying that the buyer has read the information sheet and was first provided
with it at the time of his initial inspection of the home. This signed sheet shall
be kept by the seller for a period of three years in the file designated in Section 3.
NOTE 1. A "new home" is any building or structure which is occupied as, or

designed or intended for occupancy as a residence for one family and which
has never been previously purchased and occupied. (The Commission may at its
discretion enlarge the scope of the rule or parts of it to include multiple-family
dwelling units and mobile homes.)
NOTE 2. A "seller" includes, but is not limited to, any builder, developer or

realtor or any other person (s), partnership, corporation, organization, associ-
ation, mutual company, joint-stock company, trust, trustee, receiver, fiduciary,
or any other agents or representatives thereof, who is showing, . offering to
sell, or selling a new home to the public.
NOTE 3. A "buyer" includes, but is not limited to, a person (s), partnership,

corporation, organization, association, mutual company, joint-stock company,
trust, trustee, receiver, fiduciary or any other agents or representatives thereof,
who personally comes to the home or model to inspect or purchase the home.
NOTE 4. It is recommended that the FTC adopt the formula developed by

the National Association of Home Builders Research Foundation to compute the
estimated annual heating costs in Section 1 (a ) herein, as follows:

Heating Costs, expressed in $ per year

Total Heat Loss X Heating Index X 24 
Temperature Differential X 100,000

Where:
1. Total heat loss is expressed in terms of the number of btu's escaping from

all areas of the home. (See Appendix D)
2. The heating index (gas) Degree Days X Cost per therm.

Seasonal Efficiency of the system
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The heating index (oil) = Degree Days X Cost per gall
on

1.41 X Seasonal efficiency

The heating index (electricity) =Degree Days X Cost 
per kwh. X20.75

( See Appendix D)
3. The temperature differentia1=Inside design temper

ature—Outside Design

Temperature. (.See Appendix D)
NOTE 5. It is recommended that the FTC adopt the formul

a developed by the

National Association of Home Builders Research Founda
tion to compute the

estimated annual cooling costs in Section 1(b) herein, as f
ollows:

Cooling Costs, expressed in $ per year

Total heat gain X Cooling Index

100,000
Where:

1. Total heat gain is expressed in terms of the number of btu's leaking int
o the

house or generated in the home by sources of heat. ( See Appendix
 D)

2. The cooling index (electricity) =Cost per kw hr. X Operating Hours
 X 14.58

The cooling index ( gas )=Cost per therm. X Operating Hours X2.81
 ( See Appen-

dix D)
3. Operating hours equal the number of hours when the outdoor temper

ature is

80° F. or higher.
NOTE 6. The time of settlement is that point in time when the sale

 of the

home becomes finalized either by a contract of sale or any other l
egally recog-

nized agreement between the seller and the buyer giving ownership of
 the home

to the buyer.

VI. THE MANY BENEFITS THAT WILL ACCRUE TO THE HOME BITTER, T
HE HOUSING

INDUSTRY AND THE NATION AS A WHOLE, AS A DIRECT RESULT OF THE ADOPTION O
F

THE PROPOSED RULE ARE MONUMENTAL IN COMPARISON TO THE MINIMAL COST
S OF

ITS IMPLEMENTATION

The following discussion will demonstrate that the adoption of the propose
d

rule will yield great financial and social benefits, while costing very little to build
-

ers, consumers and the FTC. The rule will serve as a means of shifting the
 cri-

teria of buying a home from a first cost to a life-cycle basis. While doing so, it 
will

place energy consumption and warranties into the forefront of the home purchas-

ing decision-making process.
At present the housing industry is a sizable market, influencing the lifestyles

and pocketbooks of a great many Americans. While the industry is beset w
ith

financial worries and consumers must struggle with inflationary prices, houses

continue to be built at a rate of approximately two times that of rental units.
'

An October 1974 report made by the National Asociation of Home Builder
s, esti-

mated that of 933,000 sales units started in 1974, 825,000 of them were single
-

family units. Only 429,000 rental units during this same time period were started.

Similar proportions will exist for 1975."
In 1973, the housing industry generated a potential sales figure of over $36.8

billion.' This shows that the problem HOUSE INFO is concerned with is not a

trivial one. Such a massive industry certainly merits close scrutiny by the fede
ral

government, especially so when it is functioning in a manner constituting a threat

to the national well-being.
Petitioners have advanced the notion that both energy and money savings are

concerns which go to the core of the disastrous situation facing us today. Accord-

ingly, by providing information relating to the construction and warranties o
f

the home, considerable savings will flow to the home buyer and society in: (1)

direct savings in life-cycle costs to home owners and (2) savings in energy con
-

sumption for all of America.
The application of the formulae recommended by HOUSE INFO for deter-

mining heating and cooling costs has several advantages: (1) the formulae will

yield a figure in dollars and cents which serves to facilitate comparative shop-

ping; (2) comparing the estimated utility costs of two houses of equal size, in

35 National Association of Home Builders Economics News Notes, January 1973.

ao National Association of Home Builders Economics News Notes, October 1974.

21 This assumes a total of 1,132,000 home starts at an average sales price of $32,500.
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similiar climates and utilizing the same fuels, will provide the consumer with
an excellent basis for evaluating the overall energy-efficiency of the home; and.
(3) comparing the relative heating and cooling costs of all homes will enable the
consumer to discern the energy-efficiency of his entire purchase, with regard to
home construction and type of fuel used.
Due to the expectation of rising fuel prices, HOUSE INFO believes that, in

addition to operating costs, it is necessary to supply consumers with more direct
information as to how well the house is insulated. Disclosing the type and quality
of the insulation in the ceilings, floors and walls will enable the home buyer to
take advantage of savings which accrue as a direct result of a well-insulated
house. Aside from lower utility bills, the home owner will find that smaller
heating and cooling units may be installed. For instance, higher quality insula-
tion may mean as much as a half-ton difference in cooling equipment size.'
Depending upon geographical location, the availability of unit sizes and installa-
tion fees, an extra half-ton of air conditioning equipment may cost as much as
$200, a figure greatly exceeding the cost of adding sufficient insulation obviating
the need for the extra half-ton. Increased insulation may also result in savings
as a result of reductions in flue and duct sizes, in the number of ducts needed
and in wiring costs.'
The savings in operating costs realized merely by adding insulation can be

calculated using the formulae recommended for determining heating and cool-
ing costs. In a sample house with a wall area of 1,890 square feet, a ceiling area
of 2,754 square feet, located in a moderate climate such as that of Washington,
D.C., changing the insulation in the walls from R-7 to R-11 alone would result
in savings of $17.30 per year (see Appendix F). Changes in the insulation in
other parts of the home would yield similar savings.
The current price of R-11 insulation is approximately $.03/square foot more

than R-7 insulation. The additional insulation costs for the above-described
home would therefore be $56.70. Using 1974 fuel prices, it would thereby take
less than 31/2 years for the home owner to recoup his original investment in extra
insulation and begin to reap the advantages of an energy-efficient home.
Putting high quality insulation in the entire home would affect the purchase

price to a small degree. According to figures compiled by the National Association
of Home Builders Economics Department for 1972, the typical FHA single-
family detached house costs $14,083.14 to construct ("hard costs"), while
insulation costs were only $132.38 or less than 1 per cent of the total.' It is,
therefore, clear that additional insulation would only nominally affect the price
of a new house. The price increase will be happily accepted by a well-educated
consuming public. •
The usage of double-glazing in windows and doors likewise provides protection

against the escape of heat from the house in the winter and leakage of heat
into the house in the summer. In a house with the same characteristics as the
one described earlier, the addition of double-glazed windows and storms doors
will yield savings in heating and cooling costs of $49.44 per year (see Appendix
G). While double-glazed windows, doors with double-glazed panes and storm
doors cost more than single glazing, the added initial costs will again be well
worth the higher price as an investment for future savings.
The disclosure of the type of fuel utilized in the heating and cooling systems

as well as in the water heater, is aimed at making the potential home buyer
aware of the fact that different fuels are available for him to use. It is hoped'
that once the potential buyer has knowledge of what fuel the home utilizes, this
will encourage him to do some independent research in order to discover the
advantages and disadvantages of each type of fuel. The following is a summary
of the information HOUSE INFO has compiled on different energy sources. The
discussion points out just how important knowledge of what fuel is used in the
home can be to the home buyer.
On a national average, supplying energy in the form of electricity uses 3.34

times the primary energy required to supply the same amount of energy in the
form of natural gas.' Furthermore, natural gas is more than twice as efficient for

38 Insulation Manual, National Association of Home Builders Research Foundation, Inc.,
September 1971, p. 7.

Td.
4° Id.
41 Supra note 35.
42 "Energy Shortage and Impact on Housing," Sumichrast, June 1974, P. 29.
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space heating us as is a conventional electric resistance heater." Nevertheless,
'there is a strong trend toward the use of electric heating in residential homes;
the number of electrically heated dwellings is projected to use from 4.2 million
in 1970 to 12.5 million in 1980 and still further, to 24.0 million by 1990. Looking
solely at single-family dwellings, in 1973, one study shows that 42% of them used
electrical heating, 47% used gas, and 10% used oil.'"

Comparative operating cost data reveals that electrical heating and hot water
systems are substantially more expensive to operate than gas. The following in-
formation was based on "Gas Facts," an American Gas Association publication
dated 1971, for which 1970 residential gas prices were averaged at $1.06 per
million btu's and average electricity rates were computed at $.021 per kilowatt-
hours (with use rates over 1,000 kwh per month averaged at $.018/kwh). Because
these prices are outdated, it must be taken into consideration that the 1973 resi-
dential price of gas was as high as $1.25 per million btu's, while the residential
electricity price for the Washington area was as high as $.0277/kwh. (during
the summer months; somewhat less for winter months).
The following are the average annual energy costs to the homeowner, using

1970 fuel costs:

Space heating : Costa
Electricity  $362.75
Gas  93.01

Water heating:
Electricity.  126.61
Gas 30.53

From the above data, the financial advantages of gas utilization may be clearly
seen. For both space heating and water heating, it costs approximately four times
as much to use electricity as compared to gas (at 1970 prices). A potential home
buyer who is aware of the tremendous cost differences among different fuels
should weigh these characteristics against others such as cleanliness and safety,
and based on personal needs and tastes, come to a fully-informed and reasoned
purchasing decision.
The disclosures with regard to warranties will allow the home buyer to evalu-

ate the life-cycle costs of various structures, systems and appliances in the home.
With rising costs of home repairs, the cash savings on a product with a long-term,
full coverage warranty could be very significant. The nature of the warranty
would also indicate the value of the investment in anticipated useful life; the
home buyer would therefore be better able to reasonably forecast future replace-
ment and repair expenses. Furthermore, distosures would make comparative
shopping possible so that blatant variances could be spotted and mistakes avoided.
If house operating costs could be decreased by only a few dollars, the total

savings to the country would be tremendous. In fact, P. Schmidt Homes, Inc., a
homebuilding firm, has attempted to construct energy-efficient homes and reported
that in a 2,000 sq. ft. ranch house model, for an additional initial cost of only
1600, home owners would be able to save $280 per year in fuel bills! Schmidt
stated:

What we really have accomplished is to turn an energy, crisis into an en-
Trgy advantage an advantage for us and also of course for our home buyers.
The buyers will not only save money in fuel bills over the long haul, but
they will also enjoy homes with greater resale value because of lower cost
and the improved interior comfort conditioning.'

Approximately 825,000 single-family homes are expected to be started in 1974.
If only $75 could be saved in heating and cooling costs in each home, the sav-
ings to the American public would be as high as $61,875,000." Between 1973 and
1982, a total of 28.2 million housing starts are expected.47 If in each one of these
homes, $75 could be saved in heating and cooling costs, the total savings over the
ten-year period would be almost $3 million. 48 (It should be noted that a $75 an-
nual savings in tofal heating and cooling costs is a conservative goal.)

43 Id.. p. 33.
44 U.S. Government Construction Reports, Characteristics of New One-Family Homes,

September 1974.
45 Properties, March 1974, "Cleveland, Ohio, The Energy Crisis: Our Plan for Action,"

R. F. Schmidt, p. 33.
"This is the product of 825,000 and $75-
47 Impact of Improved Thermal Performance in Conserving Energy, National Mineral

Wool Insulation Assoc. Inc.. April 1972.
"This is the product of 28.2 million and $75.
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It is estimated that household markets alone utilize 22.4 per cent of the nation's
total energy supply. In a home in the Baltimore/Washington area, the heating
system can account for up to one-half of the total annual energy consumption,
while the cooling system accounts for 10-20 per cent of the total.' In light of the
above statistics, it is obvious that what type of fuel is used by home owners will
not only have a profound effect on their individual bills but on the capability of
the entire nation to conserve energy. (See Appendix H for further studies on
the construction of energy-efficient homes and its effects on the economy.)
While it is conceivable that the home buyer will ultimately pay for costs of

disclosure it is advanced by the petitioners that such costs will be minimal.
Compliance with the proposed rule should create no significant burden for build-
ers. Using the suggested formula will be easy. Any reputable builder (or his en-
gineer) will ordinarily compute the total heat loss and heat gain in order to de-
termine the size of the heating and cooling units necessary. A simple telephone
call to the local utility company will enable the builder to ascertain the fuel
prices needed to compute heating and cooling costs. The remainder of the in-
formation necessary to compute heating and cooling costs may be found in
ASHRAE's Guide and Data book (see Appendix C). All engineers are familiar
with the use of this industry-wide accepted manual for heating, cooling and re-
frigerating information.

Obviously the builder will know what types of fuel are used in the home, what
warranties come with the home, and whether double-glazing has been used. The
builder or his engineer also will know the R-value (see Appendix E) of the in-
sulation used in the ceilings, walls and floors. The contention that R-values are
known to the builder is supported by the fact that the FHA requires all builders
of FHA insured homes to meet specific R-value standards in order for the house
to be approved for funds.

It is easily seen that the disclosure requirements of the proposed rule are a
simple matter of passing already-known information from the builder to the
selling agent, who in turn passes it on to prospective purchasers in an easily
understandable format. In fact, the builder is often his own selling agent. This
reduces costs almost down to the mere expenses involved in preparing the in-
formation sheet and xeroxing copies.

Finally, the enforcement of the rule by the FTC will be simplified by the use
of a substantiation file. This substantiation file will include evidence from the
builder that for all of the information given to the prospective buyers in the
standard sheets, he has reason to believe that it is reasonably accurate. The file
will also contain a signed copy of the information sheet in which the actual buyer
certifies that he was given the sheet at the time of his initial inspection and that
he has fully read the sheet, The selling agent will be required to keep the file on
record in his office for a period of three years. This period of time was chosen
bcause it gives the buyer a sufficient opportunity to discover inaccuracies on the
sheet and at the same time does not place too great a burden on the selling agent.
The adoption of the proposed rule would provide greater honesty and open-

ness in the housing market. Its many beneficial effects are, however, conditioned
on the assumption that consumers want and will effectively use this information.
The following study is a good example of what value consumers place in gain-
ing access to energy-efficiency information: P.B.D. Architects, sponsored by
Family Circle Magazine, constructed an "energy house" in San Diego, estimated
to decrease heating, cooling and electric bills by 50 per cent using present day
technology. Family Circle Magazine published a four-page story about this house
and offered construction plans to its readers for $10. Within three weeks, more
than 3,000 readers had contacted the magazine to purchase the plans.' This
episode demonstrates the great interest consumers have in gaining access to home
energy-efficiency information. It is to be noted that the magazine involved had
a limited circulation. It is difficult to imagine the size of the response had the
article been read by all Americans interested in buying a home.

It is advanced by petitioners that at a time when our economy is forcing most

families to struggle to make ends meet, the disclosures required in the proposed

rule will prove invaluable to the prospective home buyer. In view of the fact

that the costs of providing this information are minimal in comparison to the

tremendous benefits that will be felt by every segment of our society, HOUSE

49 Sumicrast article, supra., note 42, p. 33.
5° Professional Builder and Apartment Business, Oct 9, 1974, p. 41.
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INFO calls upon the FTC, the one agency that has so often championed the cause
of the consumer, to act with all deliberate speed toward the promulgation of the
proposed rule.

VII. THE PEOPLE, THROUGH THEIR ELECTED REPRESENTATIVES IN CONGRESS, HAVE CALLED
FOR ENERGY-CONSERVATION AND WARRANTY-PROTECTION MEASURES FROM THE FED-
ERAL GOVERNMENT

There could be no clearer example of Congress' great concern for warranty
protection than the recent Consumer Product Warranties and Federal Trade
Commission Improvements Act.' Section 102 (a) states:

In order to improve the adequacy of information available to consumers,
prevent deception and improve competition in the marketing of consumer
products, any supplier warranting a consumer product to a consumer in
writing shall fully and conspicuously disclose in simple and readily under-
stood language the terms and conditions of such warranty pursuant to any
rules issued by the Commission in accordance with Section 109 of this
Act . . .

Section 102(b) (1)A states:
The Commission shall prescribe rules, in accordance with section 109,

requiring that the terms of any warranty on a consumer product be provided
to the consumer (or prospective consumer) prior to the sale or lease of the
product to him.

The above provisions constitute a clear Congressional mandate to the FTC
to promulgate trade regulation rules which will abolish unfair or deceptive
warranty practices. HOUSE INFO seeks to help the FTC begin the battle by
preparing a greatly useful and workable rule for the housing industry. The
proposed rule clearly conforms to two of Congress' suggestions to the FTC on
what should be disclosed: [ Section 102 (a) ]
(3) The products or parts covered.
(10) The time at which the warrantor will perform his obligations. The

structures, systems and appliances which HOUSE INFO has chosen for dis-
closure are not to be considered an all inclusive list. They were chosen because
repairs of these items constitute the largest and most common expenses to the
home owner.
Now, more than ever before, it is incumbent upon the FTC to initiate a com-

plex and broad program of warranty disclosures for the consuming public. The
fantastic costs of purchasing a house and maintaining it make the housing in-
dustry an excellent place to start. It is time for the FTC to fulfill its destiny
as protector of the free market system.
Congress has expressed its interest in the regulation of the housing sector

through several bills currently pending. The Truth in Housing Act, S. 2028,
June 20, 1973, provides for written disclosure with respect to substantial defects
in dwellings offered for sale, including the estimated cost of eliminating such
defects. The bill requires inspections by qualified personnel in order to discover
and document defects in the home. The seller is to be reimbursed at the closing
by the purchaser or costs incurred in any inspections related to the disclosure.
Hearings were conducted before the Consumer Subcommittee of the Senate
Commerce Committee on December 4 and 5, 1973, and no further action has been
taken.

S. 2176, the National Fuels and Energy Conservation Act of 1973 (dated De-
cember 10, 1973) has been passed by the Senate and awaits House resolution.
Section 8, "Truth in Energy," is of specific concern here. Its intent is "to assure,
through a uniform national system, noncompliance with which shall be an un-
fair or deceptive act or practice, meaningful disclosure of the annual operating
cost of certain products and systems, so that consumers can readily compare
them to and thereby avoid purchasing those which unnecessarily waste energy."
The section details an extensive procedure by which to identify major energy
consuming household products and to determine annual operating costs.
The statute is on its face supportive of the goals outlined in the proposed rule.

While the statute could accomplish similar objectives with respect to educating
consumers regarding energy-consuming systems in the home, it is strongly urged
that the FTC could accomplish the same result more effectively and expediently.
The bill is currently pending in the House and will probably require at least

51 Supra note 3.



197

several months for passage. Furthermore, the timetable suggested for each step of
the procedure would make it impossible for the ultimate consumer to obtain any
information whatsoever for several years hence. A more immediate informa-
tional process is called for. The proposed rule seems to answer the Congressional
plea for energy conservation while at the same time it serves to benefit the con-
sumer more directly and immediately.

VIII. THE FTC HAS THE STATUTORY AUTHORITY TO PROMULGATE TRADE REGULATION

RULES

The recent Consumer Product Warranties and Federal Trade Commission
Improvements Act has reaffirmed the authority of the FTC to promulgate trade
regulation rules defining unfair and deceptive trade practices. The new act
amends Section 6(g) of the Federal Trade Commission Act to read:

The Commission shall also have power—(g) (1) from time to time to
classify corporations and to issue (a) procedural rules, and (b) rules defin-
ing with specificity acts or practices which are unfair or deceptive to con-
sumers and which are within the scope of section 5(a) (1) of this Act.'

IX. THE FTC HAS JURISDICTION TO COMBAT UNFAIR AND DECEPTIVE ACTS OR PRACTICES
IN THE HOUSE INDUSTRY

Section 5(a) of the FTC Act, 15 U.S.C. 41 et seq., now gives the Commission
jurisdiction over "unfair methods of competition in or whose business affects
commerce and unfair or deceptive acts or practices in or whose business affects
commerce."
This jurisdictional change greatly expands the authority of the FTC. The Com-

mission now has jurisdiction not only of those acts which are immediately in in-
terstate commerce, but all of those local acts which affect interstate commerce.
The housing industry may affect interstate commerce in any of the following
ways:
(1) Housing construction involves the transportation of a large amount of ma-

terials across state lines.
(2) The advertising of homes may bring persons across state lines to inspect

the homes.
(3) Unfair and deceptive practices in local housing markets prevents builders

in other states to compete effectively.
(4) The pipes and conduits necessary for the flow of gas and electricity to homes

are in interstate commerce.
(5) Unfair and deceptive practices in local housing markets may affect the

transaction of interstate mortgage loans and insurance.
Because the statute expanding FTC jurisdiction has just been enacted, there

are obviously no cases bearing on this issue. However, past cases involving anti-
trust violations by real estate brokers may be used for analogy purposes because
of the similarity between the jurisdictional provisions of the Sherman Act and
the new FTC Act. See U.S. v. Rubino Builders," Goldfarm v. Va. State Bar," U.S.
v. Atlanta Real Estate Bd., U.S. v. Long Island Bd. of Realtors," U.S. v. L.A.
Realty Bd.,' U.S. v. Greater Pittsburgh Bd. of Realtors and Mazur v. Behrens,'
in which the several courts held that the deceptive and anti-competitive acts of
the brokers were both "in commerce" and affecting commerce.

X. THE FAILURE OF SELLERS OF NEW HOMES TO DISCLOSE MATERIAL INFORMATION CON-

CERNING THE ENERGY EFFICIENCY OF, AND THE WARRANTIES ON, THE HOME CON—

STITUTES AN UNFAIR AND DECEPTIVE TRADE PRACTICE OR ACT

A. The Promulgation of Trade Regulation Rules Defining Deceptive Acts or Prac-
tices by the FTC Show that the Commission is Concerned With Enabling
Consumers To Make Rational Purchasing Decisions and Protecting the
Environment.

52 15 U.S.C. 41 et seq.
53 See. 203.
54 Supra. note 3.
55 1967 Trade Cases 1 72,076.
56 1973 Trade Cases 1 74,378.
57 1972 Trade Cases § 73,825.
531972 Trade Cases 1 74,068.
591973 Trade Cases 1 74,366.
601973 Trade Cases § 74,454.
61 1974 Trade Cases § 75,070.
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It is the contention of HOUSE INFO that the failure of sellers of new homes to,

disclose to potential purchasers the information contained in the proposed rule

constitutes both an unfair and deceptive trade practice or act within the defini-

tion of Section 5 of the FTC Act. The deception arises primarily out of the omis
-

sion of material facts which are vital to an intelligent purchasing decision. It may

also occur as a result of misleading half-truths such as instances when th
e

prospective buyer is given incomplete information. One such example occurs when

the seller informs the prospective buyer that he has so many inches of i
nsulation

in the walls, but not what type of insulation. This may lull the buyer into a false

sense of security as to the quality of the insulation in that the buyer does not know

that thickness alone is not a measurement of the quality of insulation. Further-

more, the unfairness of present practices arises out of a blatant affront to the

public interest by not affording consumers an opportunity to make money and

energy-conserving decisions.
In the past, the Federal Trade Commission has taken a valiant stand in waging

its war against unfair and deceptive acts or practices. The Agency's main plan of

attack has been the promulgation of trade regulation rules. The recent Consumer

Product Warranty and Federal Trade Commission Improvements Act may be

viewed as an indication of Congress support for this line of action.
In the "Light Bulb Rule" the Commission enacted a strong regulation against

the withholding of material facts necessary in the purchase of light bulbs. The

rule declared it to be an unfair and deceptive trade practice or act to fail to dis-

close clearly and conspicuously: (1) the electrical power consumed by the bulb;

(2) the light output; and (3) the average laboratory life expectancy. Contrary

to public expectation, light bulbs of the same wattage were marketed by different

manufacturers with varying expected lives and outputs, causing serious con-

fusion as to the true value of any particular bulb. As a result, the Commission

concluded that:
In this matter it is imperative to have disclosures which are significantly

adequate to remove deception, to inform customers and to insure fair and

equitable treatment among industry members. The consuming public is so

accustomed to purchasing bulbs on the basis of wattage that the deception

caused thereby can only be removed by large disclosures which are in im-

mediate conjunction with the wattage rating . .
The enactment of the "Light Bulb Rule" was primarily designed to enable

consumers to make rational decision as to what bulbs to purchase. The FTC

recognized that a decision based solely upon the initial purchase price was wrong.

The disclosures required in the proposed rule of the estimated heating and cool-

ing costs of, and warranties on, the home conforms perfectly with the "Light

Bulb rule" rationale. With fuel prices soaring, knowledge of the monthly mort-

gage payments becomes only one factor in home maintenance costs. In order for

a person to know whether he can afford to purchase a home he must have access

to the true costs of maintaining it.
While the "Light Bulb Rule" was primarily motivated by the need of con-

sumers to make informed purchasing decisions, the FTC has also enacted such
rules as the "Minimum Octane Rating Rule" " in an effort to protect the environ-

ment. This rule makes it an unfair and deceptive trade practice or act to fail to

disclose in a. permanent manner on gasoline pumps the minimum octane rating

of the gasoline being dispensed. The rationale underlying the rule is two-fold.

First of all, the Commission found that consumers, due to the lack of Octane in-
formation, were buying gasoline of a higher octane than was necessary. Secondly,

the usage of gasoline with too high or too low an octane rating for a particular

automobile was found to create excessive noxious emissions.
HOUSE INFO's proposed rule is concerned with ecological principles and is

therefore directly on point with the "Octane Rule" rationale. By requiring dis-

closures of octane ratings, the FTC is protecting the public against air pollution

and energy waste, problems steadily increasing in terms of national importance.
Similarly, disclosures of the energy-efficiency of a home will promote public
policies geared toward energy conservation.
When the Commission encouraged the promulgation of the "Phosphate Labeling

Rule,' it realized that many consumers are concerned about possible adverse

62 Trade Regulation Rule Relating to Incandescent Lamps (Light Bulbs), "Disclosure
of Humans, Life, Cost and Other Data, Federal Trade Commission, Jan. 25, 1971; 16
C.F.R. 409.

62 Id. at p. 12.
64 16 C.F.R. 422 (1972).
65 Voluntary Detergent La'ePng Rule 37 F.R. 23363, Nov. 2, 1972, CCH 50, 151, 1972.
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effects on the environment of phosphate in detergents which contribute to water
pollution. The FTC believed that many consumers would prefer to purchase and
use only those detergents with little or no phosphate content, even if it would
cost them a little more. Although this rule is presently a voluntary program, it is
important to note that the FTC has recognized its responsibility toward protect-
ing the environment. Nothing would be more advantageous to the preservation of
our environment or the national well-being than an energy conservation program.
When one realizes that residential homes utilize more than one-fifth of our energy
requirements, one can only begin to appreciate the responsibility which has been
placed in the hands of the FTC.
The proposed "Fuel Economy Rule' is obviously predicated upon energy

considerations, as the FTC has stated:
Shortages of the winter of 1973-74 and the ensuing substantial rises in

price have made the level of gasoline consumption a critical issue for the
American public, both in terms of the cost of obtaining gasoline for in-
dividual consumers and in terms of the cost to society of the depletion of
the nation's resources.'

The hearings which are to be held in relation to this rule mark the first sub-
stantial step which the Commission has taken in addressing itself to the energy
crisis and inflation. By requiring automobile manufacturers to disclose the esti-
mated gas mileage of their products, the Commission will enable consumers to
appreciate the value of energy-efficient automobiles. Not only will the initial
purchase price have more meaning, but the purchaser will be able to estimate a
significant portion of his operating costs and the environmental effects of his
purchasing decision.
HOUSE INFO's proposed rule is strikingly similar to the "Fuel Economy Rule."

The information sought to be disclosed will clearly enable the prospective buyer
to appreciate builders' efforts toward the construction of high quality, energy-
efficient homes. Further, as the disclosure of estimated gas mileage will in the
long run result in the manufacturing of more energy-efficient cars, so too will
the proposed rule result in the construction of energy-efficient homes.
The crucial import of the fuel economy rule is evidenced by the fact that it is

under serious consideration by the Commission prior to the time a formula for
computing gas mileage has been universally accepted in the industry. In contrast,
the formulae proposed by HOUSE INFO to be utilized in the computation of
heating and cooling costs have not only been accepted in the housing industry,
but the ASHRAE formula upon which they are based has been approved by such
federal agencies as the General Services Administration and the Department of
Housing and Urban Development (See Appendix C). It is also noteworthy that
transportation consumes a smaller proportion of the nation's energy than does
residential heating.'
The rule proposed by HOUSE INFO also conforms with the principles of other

regulations currently under consideration or enacted by the Commission. These
regulations include:
(1) the disclosure of the power output of sound amplification equipment for

home entertainment use to be specified in uniform terms.
(2) the disclosure of the energy-efficiency rating (E.E.R.) of air conditioners.
(3) the disclosure of the nutritional content of foods.
The above programs are similar to the one proposed by HOUSE INFO in that

they all seek to present the consumer with essential purchasing information in a
clear, concise format.

B. Past FTC Incursions into the Housing Industry Evidence the Power of the
Commission To Regulate This Industry as Well as the Need for Such
Regulatiori

Even prior to an affirmative Congressional grant of FTC jurisdiction over
unfair and deceptive trade practices or act which affect interstate commerce,
the Commission had enacted several trade regulation rules and guidelines for the
housing industry. Many of them deal with warranty disclosure. For example, 16
C.F.R. 230 sets guidelines for the advertising of "shell homes." 16 C.F.R. 250 deals

66 39 F.R. 34382.
671d.
08 The Costs of Sprawl, Executive Summary, CEQ, HUD, EPA, 1974, p. 5.
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with guidelines for the housing furniture industry. In addition, the Commission
has recently been investigating unfair and deceptive practices in the sale of
mobile homes. Most of the disclosures advocated by petitioners in regard to single
family homes are also applicable to mobile homes. The FTC has also adopted
trade regulation rules concerning the oil heating industry of the New England
-States and the water heating industry."
By setting down rules and guidelines for segments of the housing industry,

the Commission has diplayed a willingness to exercise its powers in banning
deceptive and unfair practices or acts. The Commission has demonstrated an
especially keen interest in the full disclosure of warranties and the enactment
of the Consumer Product Warranty and Federal Trade Commission Improve-
ments Act indicates the Congress believes more work is necessary.

C. Sales Practices in the Housing Industry are Replete with Misleading Half-
truths which Constitute Deceptive Acts or Practices

In Section 6 of the revised FTC Act, the Commission is given the authority
to issue trade regulation rules defining unfair and deceptive acts or practices.
Sales tactics in the housing industry which misrepresent or omit facts which are
material to an informed purchase decision are injurious to consumers as well as
to honest competitors. Some of the deleterious effects of non-disclosure are: (1)
the continued construction of energy-inefficient homes; (2) continued waste of
scarce energy resources; and (3) continued inefficiency of the market system
in producing high quality homes.

It is important to distinguish between complete omissions of relevant facts
and misleading half-truths both of which are rampant in the housing industry.
A half-truth can serve to deceive the unsuspecting consumer in several ways.
For instance, partial disclosures, even if literally true, may create false impres-
sions of superior value which can only be exposed by comparative disclosures
throughout the industry. Consumers must be taught to recognize that the neigh-
borhood, initial costs, mortgage payments and taxes are not the only factors to
consider in purchasing a home. Due to our scarcity of energy resources, every
prospective home purchaser must ask himself, "What will be the effect of my
purchase on the environment?"
The value of any particular home also includes the quality of workmanship

and materials utilized in its construction. Without the benefit of the type of in-
formation sheet proposed by petitioners, most home buyers will be unable to
make valid distinctions between different homes as to their respective energy-
efficiencies. For example, the consumer must be informed that the reason HOUSE
A may cost a little more than HOUSE B is because its floors, walls and ceilings
have higher quality insulation than the latter. The respective discolsures of the
estimated heating and cooling costs of the two homes will instruct the consumer
that he will be able to regain the difference in initial investment in a relatively
short period of time.

Another manner in which sellers utilize half-truth to the detriment of free
trade is by making incomplete statements and allowing consumers to draw false
conclusions from them. In the case of P. Lorillard Co. v. FTC (the Old Gold
Case),' the respondent advertised that a Reader's Digest survey had found its
cigarettes to be lowest in tar and nicotine content. The statement, though truth-
ful, was misleading in that it did not state that the survey results also showed
that no cigarette, including respondent's brand, had significantly less dangerous
tar and nicotine levels than other brands.

Similar misrepresentations may occur in the housing industry. For example,
a potential home buyer who is told that he has four inches of insulation in the
walls may be fooled into thinking that his home is well insulated. However,
by not disclosing what type of insulation or its R-value (with an explanation),
the information becomes fairly meaningless.

Even the common law of deceit recognizes that a half-truth could be as decep-
tive as an affirmative representation. This principle has been consistently applied
under Section 5 of the FTC Act. It is now well settled that Section 5 proscribes
any advertising matter whatsoever which creates a misleading impression in

16 C.F.R. 183.
7O16 C.F.R. 160.1.
71 186 F.2d (4th Cir. 1952).
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the mind of the ordinary purchaser. "The skillful advertiser can mislead the
consumer without misstating a single fact." "

Advertising occurring in large commercial markets is closely analogous to the
"sales-pitch" made by the builder's selling agent. For the following two reasons,
the ability of the FTC to deal with deceptive half-truths in advertising has be-
come vitally significant to the commercial world: (1) much of modern promo-
tional advertising focuses on distinctions between products that are virtually
indistinguishable functionally and (2) advertising utilizes the "slogans and
jingles" approach to purchasing decisions without supplying reasons for dif-
ferences in costs among competitive brands.

The aforementioned factors create substantial problems for the prospective
home buyer. Home buyers often base their purchasing decision on the initial,
short-term price of the home, the taxes involved, the availability of financing, the
surrounding community and the esthetic qualities of the home. As between two
homes of approximately the same size in similar neighborhoods, the home buyer

,is unable to make comparative judgment based on functional or long-term cost
differences.
Most of the essential information cannot be obtained upon inspection of the

home. The buyer falls prey to high-level promotional campaigns which tend to
appeal to his esthetic interests rather than to his good common sense. The home
buyer is thus deceptively induced into the initial cost theory of decision-making
without concomitant awareness that a low cost house built inefficiently can re-
sult in enormous operating cost during the lifetime of the house.
D. The Failure of Sellers to Disclose Material Life-Cycle Costs Constitutes a

Deceptive Trade Practice or Act
• It is well established by case law that deception made actionable by Section 5
of the FTC Act can arise from the silence of the seller as well as from his
affirmative representations." The failure to disclose essential consumer informa-
tion is deceptive in the sense that the public assumes from this silence that a
state of facts (i.e., that the product is durable, or can be cheaply maintained, or
that it performs efficiently) exists, when, in fact, affirmative disclosure would
reveal otherwise. Again, the housing industry serves as a good example. If the
price of a home is low compared to other comparable ones, the consumer is
likely to favor the lower-priced home, thinking that he is getting a bargain. How-
ever, it may be that the operating costs of the lower priced home are much
higher than for other comparable homes. The disclosure of the estimated heat-
ing and cooling costs will enable the purchaser to make a decision based on the
more meaningful life-cycle costs of owning a home rather than just on the
initial purchase price.
Another area in which absolute silence as to a material fact may be decep-

tive is warranties. Many consumers assume that every product is guaranteed for
a reasonable period of time. Many buyers will neither consider warranties
existing on various parts of their homes nor understand the complex terms of
each warranty prior to the purchase. Yet warranties are another factor that
must enter into an optimal purchasing decision.
In light of our present economic situation, it is crucial that every purchasing

decision, particularly one requiring a sizeable investment, be made on the basis
of sufficient material information. This will serve to optimize the rationality of
the ultimate purchasing decision. It is the contention of HOUSE INFO that
material facts relating to utility expenses, energy-efficiency and warranties are
vital to the home buying decision. Such data is not presently made available to
the consumer while it is commonly known to the builder. A decision without this
information becomes an emotional flip of the coin. The lack of the above informa-
tion is clearly violative of the FTC Act which prohibits deceptive omissions. The
courts have substantiated this theory in holding that a violation of the Act is

D.D.D. Corp. v. F.T.C., 125 F.2d 679 (7th Cir. 1942) ; Aronberg v. F.T.C., 132 F.2d
165 (7th Cir. 1942) ; Sebrone v F.T.C., 135 F.2d 676, 670 (7th Cir. 1943) ; Caldwell v.
F.T.C., 111 F.2d 889 (7th Cir. 1940) ; Parker Pen Co. V. F.T.C. 159 F.2d 500 (7th Cir.
1946) ; C. Howard Hunt Pen Co. V. F.T.C., 197 F.2d 273 (3d Cir. 1952) ; Ford Motor Co. v.
F.T.C., 120 F.2d 175 (6th Cir. 1941) : P. Lorillard Co. v. F.T.C., 186 F.2d 52, 53 (4th
Cir. 1950) ; Charles of the Ritz Dist. Corp. v. F.T.C., 143 F.2d 676. 679 (2d Cir. 1944) ;Kalwajtys V. F.T.C., 237 F.2d 654, 656 (7th Cit. 1956).

73 Fisher and De Rites, 49 F.T.C. 77 (1952) ; Stupell Enterprises, Inc.. 67 F.T.C. 173
(1965) : Bantam Books, Inc. v. F.T.C., 275 F.2d 680 (2d Cir. 1960) ; cert. denied, 364
U.S. 819 (1960).
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established if the seller is silent with regard to a material fact which will lead
consumers to make erroneous assumptions."
The disclosures proposed by HOUSE INFO are predicated to a large extent on

the guidelines laid down by the Commission for the housing furniture industry."
Section 250.1(6) states that:

Material facts concerning merchandise which, if known to prospective pur-
chasers, would influence their decisions of whether or not to purchase should
be disclosed. This includes situations where deception may result from the
appearance alone which, in the absence of affirmative disclosures, could
have the capacity and tendency or effect of misleading or deceiving.

Furthermore, 16 C.F.R. 239 (Warranties) makes it evident that clear and
conspicuous disclosure of the nature and extent of the guarantee is essential
to the consumer. The warranty disclosures requested by HOUSE INFO are di-
rectly in line with FTC criteria:
In general, any guarantee in advertising shall clearly and conspicuously

disclose:
(a) the nature and extent of the guarantee. This includes disclosure of:

(1) what product or part of the product is guaranteed.
(2) what characteristics or properties of the designated product or part

thereof are covered by, or excluded from, the guarantee.
(3) what is the duration of the guarantee....

In tying the case law on deceptive trade practices or acts together, it becomes

clear that sales promotions which deter the consumer in his efforts to make more

informed product purchasing decisions violate the antideception requirements of

Section 5 of the FTC Act in two respects. First, an omission of a material fact

may be made by the seller which gives the buyer the false impression that he has.

all of the relevant information which he needs. The silence may also lead the

'buyer to assume that a certain state of facts exists which in reality is untrue.

Secondly, a misleading half-truth may create a false impression of superior value

which can only be exposed by universal disclosures of relative worth. The con-

trolling legal stand is a simple one: If the seller attempts to deceive the consumer

in any particular which could influence the latter's buying cho
ice; if, in other

words. he uses any false inducement, he has committed a deceptive act or practice

in violation of Section 5."

E. The Failure of Sellers of New Homes To Discl
ose Material Home Buying In-

formation Constitutes an Unfair Trade Practice or Act.

The leading case defining what constitutes an unfair t
rade practice is Sperry &

Hutchinson v. FTC.' This decision makes explicit the brea
dth of FTC powers

under its unfairness jurisdiction and suggests a fr
amework for analysis of "un-

fairness" of particular practices. In another landmar
k decision, National Petro-

leum Refiners ASSOC. v. Federal Trade Commis
sion," the Supreme Court stated

that in addition to enforcing the letter and the
 spirit of the anti-trust laws, the

Commission has the added responsibility . . . "to protect th
e consumer from being

misled by governing the conditions under which good
s and services are sold to

individual purchasers, regardless of the nature or quality 
of competitive practices

or their effect on competition." "

The Supreme Court in Sperry and Hutchinson°
 also approved the use of those

factors enunciated in the "Cigarette Labeling Rule
" used to determine unfairness,

those being:
(1) whether the practice offends public policy .

 . .

(2) whether it is immoral, unethical, oppressive or unscrup
ulous . . .

(3) whether it causes substantial injury to consumers.

Sperry and Hutchinson suggests that it is not necessary
 for the Commission

to find all of the Cigarette Rule factors prior 
to banning a practice. Where one

factor is present to a large degree, and the countervail
ing interest is minimal, the

practice will be unfair under Section 5.

74 manco Watch Strap Co., Inc., 60 F.T.C. 495 (1962),  ; Mohawk Refining Corp. 54 F.T.C.

1071 (1958).
76 1,6 ,C.F.R. 250.
76 FTC v. Raladam Co., 316 U.S. 149 (1972) ; FTC V. Royal Milling, 288 U

.S. 212, 216-17
L(1933) ; FTC v. Algoma umber Co., 291 U.S. 67, 78 (1934).

74O5 U.S. 233 (1972).
18 432 F.2d 672 (1973).
79 Id. at 685.
so Supra note 77.
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1. The non-disclosure of material product information to prospective
buyers offends public policy

The "Cigarette Rule" criteria propose that concealment of essential consumer
Information offends public policy whether or not a health safety factor is in-
volved. Narrowly viewed, the rule requires the affirmative disclosure of the
cancer risks assumed by the smoker for the purpose of providing consumers with
information necessary to rational decision-making—to smoke or not to smoke—
based on the knowledge of true "health costs" of doing so.
In a broader framework, the health warning is grounded on two assumptions

of the marketplace: that the consumer has perfect knowledge of material infor-
mation regarding the transaction; and that there exists perfect freedom of choice.
Where the consumer acts with incorrect or inadequate knowledge, his decision

will not truly reflect his judgment as to how to best allocate his resources and
maximize his interests. In this sense, it is unfair as against public policy for

the consumer to be subject to the results of poor choices because he lacked
adequate information to make an informed choice.

It is difficult to imagine another product in the marketplace which is more
interrelated with public policy than a new home. The purchase of a home is one
of the largest expenditures a family will make. The American dream reflects
years of savings in order to one day achieve home ownership. Furthermore, the
state of the economy has managed to severely crimp house sales.

While the availability of information which is proposed in HOUSE INFO's
rule may increase sales, supplying such information will also have the following
beneficial effects: (1) It will aid potential hothe buyers in making more informed
decisions; (2) It will allow the home buying public to know that the government
is interested in protecting consumers; and (3) It will stimulate competition
among home builders. As has already been mentioned, the rule is likely to increase
housing construction by making homes cheaper to live in in the long run and
more energy-efficient.
Another phase of public policy which is largely affected by the proposed rule

is energy conservation. Present federal policies do little to encourage the con-
struction of energy-efficient homes. Action taken by the FTC which will aid fight-

ing the energy crisis is likely to bolster the public's faith in the ability of the

federal government to effectively solve major socio-economic problems. The fact

that dwellings use approximately one-fifth of the total energy consumption in

the country shows that the FTC can really do something worthwhile for all

Americans.
The Commission has also intimated that information concealment is a sound

basis for invoking an unfairness ruling. In the Pfizer Un-Burn n case, the Com-

mission concluded that regardless of the truth of the claims, it is an unfair

practice for an advertiser to make a claim without having in advance a reason-

able basis for it. Relying on an unfairness analysis, the Commission asserted:

Given the imbalance of knowledge and resources between a business
enterprise and each of its customers, economically it is more rational, and

imposes far less cost on society, to require a manufacturer to confirm his

affirmative product claims rather than impose a burden upon each individual

consumer to test, investigate, or experiment for himself. The manufacturer

has the ability, the know-how, the equipment, the time, and the resources to
undertake such information by testing or otherwise; the consumer does not."

The above quote is perfectly analogous to the housing market. Not only does the

builder have all of the releyant material information, but such information cannot
be obtained by the buyer upon inspection. The Pfizer problem which involved
claims without any substantiation is likely to occur frequently in the housing

market. For example, there can often be an implied representation by the seller

that the home is well constructed. In these times of soaring inflation and fuel

prices, a well constructed home becomes one which is not only made of high

quality materials but one which is also energy-efficient. The selling agent, unless
he is supplied with relevant information from the builder, often has no reason-

able basis for making claims to this effect.
2. The non-disclosure of material product information produces substantial

consumer and competitive injury.
It is clear that there is a direct and substantial injury to consumers from the

withholding of essential product information. Advertising techniques disseminate

81 In the Matter of Pfizer Inc., 81 FTC 23 (1972).
82 Id. at 62.
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inadequate information to millions of consumers who in turn rely on such informa-
tion in making their purchasing decisions.
In addition to large scale economic losses, there are other losses more difficult

to quantify but which nevertheless are of significant importance. One such injury
is the inconvenience, loss of time and resources which result from the purchase
of products which do not conform with the false expectations created by inade-
quate product information at the time of purchase. Unfortunately, if a home
buyer realizes that he has made a mistake, it is very 'difficult, if not impossible,
to correct it. Another related type of injury is the frustration and the consequent
aberation and synicism which develop when sellers take advantage of the buying
public.
Injury to other sellers is a further product of the withholding of information

from consumers. Society has an interest in having the best, most efficiently pro-
duced goods thrive in the marketplace. Classical economic theory assumes that
the market is the best mechanism for allocating society's limited resources.
According to this model, if one product is of higher quality and less expensive
than another, consumers will opt for that product over its inferior counterpart.
It is imperative that builders who . are able to sell their homes more cheaply
because of poor workmanship, shoddy materials or few warranties not be able
to profit from the lack of necessary disclosures. By requiring affirmative dis-
closures of housing information, the Federal Trade Commission could not only
stimulate the construction of energy-efficient homes but could also discourage the
continuance of unethical building practices or unfair advertising schemes in the
housing industry. This would in turn help honest, high-quality builders to prevail
over builders trying to pass off shoddy work onto the unsuspecting consumer.
Summarizing the unfairness approach, it has been argued that the failure of

sellers of new homes to disclose material information constitutes an unfair trade
practice clearly within the guidelines laid down in the Cigarette Rule. The lack
of disclosures offends public policy in preventing the establishment of wise con-
sumers (a goal of the President's W.I.N. campaign) and in not giving the public
an opportunity to make those choices which will conserve our scarce energy
reserves. The omission of material information causes great competitive injury in
that the "shoddy" builder is given an economic advantage over the efficient builder
who must charge a higher price for the higher quality workmanship. Finally, in
the Pfizer decision, the court gives credence to the contention that the concealment
by a seller of material information may in itself constitute an unfair trade prac-
t ice. The FTC is now called upon by petitioners to save America's housing industry
and in doing so to follow the judicial mandate of the Sperry and Hutchinson court
when it stated that the FTC sits:

like a court of equity, considers public values beyond simply those enshrined
in the letter or encompassed in the spirit of the anti-trust laws.'

XI. THE ADOPTION OF HOUSE INFO'S PROPOSED RULE WILL TERMINATE MANY UNFAIR

AND DECEPTIVE TRADE PRACTICES OR ACTS WHICH OCCUR IN THE HOUSING INDUSTRY

TODAY

The petitioners submit that the proposed rule not only falls within the juris-
diction of the Commission, but is necessitated by the appaling state of affairs
which our economy finds itself in. It is the duty of the Federal Trade Commission
as "consumer champion" to comply with the recent mandates of the President to
save energy and of Congress to fully disclose warranties.
Information concerning heating and cooling costs, the energy-efficiency of

the home, the type of energy used for heating purposes and the warranties,
with respect to major systems and appliances, will, for the first time, give con-
sumers the vital tools to a rational purchasing decision. Depending upon what
fuels are used, savings in energy bills may equal $42—$170 million. The effective
regulation of an industry worth $36.8 billion( in sales alone) 84 will clearly have
a profound effect not only on curbing our spiraling inflation but in restoring
public faith in the ability of the federal government to solve major economic
crises and protect consumers from the evils of "big business" economy. Petitioners
hereby call upon the Federal Trade Commission to answer the cries of all
economically and ecologically "conscious" Americans by the adoption of the
proposed trade regulation rule.

88 Supra note 77 at 248.
84 This represents the potential sales of 1.2 million homes at $32;500.
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APPENDIX A

141,000 htu's=1 gallon of oil
149,000,000 gallons=21,009,000,000,000 btu's
100,000 btu's=1 therm
21,009,000,000,000 btu's=210,090,000 therms
At 20c/therm: 210,090,000 therms=$42,018,000.00
At $M277/kwhr. :6,149,000,000 kwhr's=$170,327,300.00

APPENDIX B

HOME BUYERS INFORMATION SHEET

A. HEATING AND COOLING SYSTEMS

1. Estimated annual cost of heating your home: $ 
2. Estimated annual cost of cooling your home: $ 
3. Type of energy used for heating system :  
4. Type of energy used for hot water heating system • 
Heating and cooling costs.—The formulae used to determine the annual heat-

ing and cooling costs yield an estimate which may change with variations in
occupancy, equipment efficiency, living habits and other factors. Because of
these factors, the estimate may vary from the actual costs incurred. However,
the seller must have reason to believe that the figures used to compute the
formulae and the actual computations of the formulae are accurate and reason-
able. The inside temperature is assumed to be 70° F. during the heating season
and 75° F. during the cooling season. Fuel prices are based on an anticipated
cost of 0 per galitherm./kwh. determined as of (date) . The
fuel prices used must be as recent as three months.

B. INSULATION

1. Type •  
2. R-values : Ceiling:   Walls •   Floors •  
3. Windows: Single-glazed  Double-glazed •  
If both, state number of each: Single-glazed •   Double-glazed:

4. Doors: Single-glazed panes •   Double-glazed panes:  
If both, state number of each: Single-glazed •   Double-glazed:

Insulation.—Insulation is a type of material which retards the transfer of
heat. The heat resistance of insulation material is indicated by an R-value, a
measurement that takes into account not only the thickness of insulation but
also the nature of the material. The higher the R number, the greater the effec-
tiveness of the insulation in preventing heat from leaking out of or into the
home. Most R-values range from R-7 to R-22.
Double-glazed windows and doors.—Double-glazed glass used in windows and

doors consists of two panes of glass separated by a thin air space and sealed
around the edges. All conditions being equal, double-glazing is superior to
single-glazing in retarding the transmission of heat, thereby aiding in energy
conservation.

C. WARRANTIES

1. Warranty on your heating/cooling unit: parts •   yrs; labor:
  yr.

2. Warranty on your hot water heater:
a. Controls parts •   yrs; labor •   yrs.
b. Tank parts •  yrs; labor:  yrs.
3. Warranty on your roof: parts:  yrs; labor •  yrs.
4. Warranty on the structure: parts:  yrs; labor:  yrs.
5. Warranty on your basement: parts •  yrs; labor •  yrs.
6. Warranty on double-glazed windows and doors: parts •  yrs;

labor •  yrs.

51-440-75-14
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7. Warranty on major appliances:
a. Dishwasher: parts • yrs; labor • yrs.

b. Range: parts:  yrs; labor:  yrs.

c. Garbag dispsal : parts • yrs; labor: yrs.

d. Refrigerator: parts •  yrs; labor •  yrs.

e. Freezer: parts •  yrs; labor •  yrs.

f. Other   parts:  yrs; labor:  yrs.

8. Major exceptions and exclusions from the terms of any warranty:

To be signed at the time of settlement by the buyer:
I was given a copy of this sheet at the time of my initial inspection of this

home or a model thereof, and have read all of its provisions. I, furthermore,

agree that the seller has reason to believe in the veracity of the information

supplied.

Signature (buyer

APPENDIX C

ASHRAE

The formulae which HOUSE INFO proposes to be used to estimate annual

heating and cooling costs were developed by the National Association of Home

Builders Research Foundation, Inc., located in Rockville, Maryland. Specifically,

the formulae which were designed by Mr. Arthur Johnson of this association, are

based on the conventional, industry-wide accepted formulae of the Amer-

ican Society of Heating, Refrigerating and Air-Conditioning Engineers, Inc.
(ASHRAE). The basic formula for estimating fuel consumption as developed by
ASHRAE appears, among other places, in Chapter 43 of the ASHRAE Guido

and Data Book.'

F=t7xNaxDxCr

Where :

F= fuel consumption for the estimate period.
U=unit fuel consumption, or quantity of fuel used per (degree day)

(building load unit).
Nb=number of building load units (when available, use calculated hourly heat loss instead

of actual amount of radiation installed).
D = number of degree days for the estimate period.
Cr,. temperature-correction factor from Table 3.

ASHRAE is a corporation, as well as a professional and technical society, de-

voted exclusively to promoting the arts and sciences of heating, refrigerating,

air-conditioning, ventilating and other allied technologies. Since 1894, it has

grown to more than 30,000 members. Its membership is composed of persons from

the United States, Canada and 89 overseas countries who share a common inter-

est in the many aspects of human comfort and environmental control. In order to

qualify for membership, one must be a professional engineer or technician. A

formal application must be made and accepted by both an admissions committee

and the board of directors.
The object of the society is to advance the arts and sciences of heating, refriger-

ating, air-conditioning, ventilating, and related human factors for the benefit

of the general public by:
1. Stimulating technological progress for the good of mankind.
2. Maintaining a high professional standing among its members.
3. Encouraging the continuing education and professional advancement of its

members.
4. Providing educational opportunities through its publications, research, semi-

nars, chapter scholarships and meetings.
5. Conducting a program of basic and applied research through grants-in-aid

to colleges and laboratories.
6. Developing codes and standards and cooperating with other organizations in

developing standards.
7. Encouraging fellowship among engineers and industry leaders.
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TABLE 3.—Correction factors for outdoor design temperatures a

Outdoor design temperature F —20 —10 0 +10 +20

Correction factor  0. 778 0. 875 1. 000 1. 167 1. 400

a The multipliers in table 3, which are high for mild climates and low for cold regions, are not in error asmight appear. The unit figures in table 4 are per square foot of radiator or thousand Btu heat loss per degreeday. For equivalent buildings and heating seasons, those in warm climates have lower design heat lossesand smaller radiator quantities than those in cold cities. Consequently, the unit figure in quantity of fuelper square foot of radiator (degree day), is larger for warm localities than for colder regions. Since the north-ern cities have more radiator surface per given building and a higher seasonal degree-day total than citiesin the south, the total fuel per season will be larger for the northern city.

The validity of ASHRAE's research and standards is greatly recognized notonly in the industry, but by the public sector as well. Several federal agencieshave cited ASHRAE's work in their reports on heating and energy conservation.Recognition of ASHRAE by the General Services Administration may be foundin their recent report entitled "Energy Conservation Design Guidelines for OfficeBuilding." This report, published in January 1974, was specifically prepared forGSA by Dubin-Mindell-Bloome Associates, P.C., in cooperation with AIA Re-search Corporation Heery and Heery, Architects. It was designed to establishcriteria by which federal buildings could be designed so as to use 20-30 percent less energy.
ASHRAE's work has also been recognized by the U.S. Department of Com-merce through its National Bureau of Standards. In its report "Design andEvaluation Criteria for Energy Conservation in New Buildings," published inFebruary 1974, it refers to the use of ASHRAE standards in several differentinstances. Specifically, it approves of ASHRAE's work on winter design tem-peratures, degree days, and R-values. Recognition of ASHRAE was given by theFederal Energy Administration in its recent report entitled "Project Independ-ence." This report, published in the winter of 1974, was designed to developenergy saving strategies for the United States. Furthermore, the Departmentof Housing and Urban Development recognized ASHRAE's formula in itspublication, "Residential Energy Consumptions" (March 1973, p. 42).

APPENDIX D

THE FORMULAE

The formulae developed by the NAHB Research Foundation, Inc., are asfollows:

Heating Costs—
Temperature Differential X 100,000

Total Heat Loss X Heating Index X 24

Total Heat Gain X Cooling IndexCooling Costs— 
100,000

HEATING COSTS

1. Total heat loss.—In order to figure the total heat loss, which is expressed
in btu's, it is kst necessary to estimate the number of square feet of window,
door, wall and floor space. Once the number of square feet is known, this figure
is multiplied by the U-value of the type of insulation used. The U-value is desig-nated as the heat loss multiplier. U-values may be found in the ASHRAE Guide
and Data Book. The resulting product is then multiplied by the temperaturedifferential which is the difference between the inside design temperature and
the winter design temperature. The inside design temperature is the temperature
to be maintained within the structure. It is typically between 68° F. and 75° F.,
but for purposes of the formula, it is assumed to be 70° F. If the home owner
wishes to keep the thermostat at 72° F., for example, he must be made aware
that his heating costs will rise. However, the efficiency of the system, when the
inside design temperature is moved further away from the outside temperature,
is slightly increased.
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The winter design temperature is not the lowest temperature recorded in each
locality. It is the lowest temperature that can normally be expected during the
winter. These figures have been computed by ASHRAE for the majority of large
cities in the United States.
Added to the heat losses from windows, doors, walls and floors, must be the

loss from ducts when they run through unconditioned (unfinished) spaces. The
final sum is then designated "Total heat loss."

2. Heating index.—In order to figure the "heating index," the formula is:

HI (gas) — 
Degree Days X Cost per therm
Seasonal Efficiency of System

Degree Days X Cost per gallon
H.I. (No. 2 fuel oil)

_
1.41 X Seasonal Efficiency

H.I. ( electricity ) = Degree Days X Cost per kwhr X 20.75

The degree day is a measure of the severity of a heating period (usually an
entire heating season) based on climatic conditions. It is established by deter-
mining from local weather records the difference between 65° F. and the mean
temperature for each day. The sum ocf the differences for all the days in the
heating season is the degree days for that locality.
The 65° F. base was determined by the American Gas Association from

records in the heating of residences which showed that the gas consumption
varied directly as the degree days, or as the difference between 65° F. and the
mean outdoor temperature. In other words, on a day when the mean tempera-
ture was 200 below 65° F., twice as much gas was consumed as on a day when
the temperature was 100 below 65° F. Studies made by the National District
Heating Association of the metered steam consumption of 163 buildings located
in 22 different cities, substantiate the approximate correctness of the 65° F.
base. The number of degree days for most large American cities has been esti-
mated by ASHRAE and appears in several of the Guide and Data Books.
To find out the energy costs, it will be necessary for builders to call up their

local utility companies. This information can easily be supplied by such
companies.
The seasonal efficiency of a system is determined by the builder's engineer.

It is the efficiency of utilization of the fuel over the calculation period that is
wanted (not the heating unit efficiency). This estimate will vary depending upon
the equipment efficiency, control arrangement, living habits and climatic condi-
tions. Studies by the NAHB Research Foundation have shown that an estimate
of 67% efficiency for a gas system is fairly reliable.
Once the total heat loss and the heating index have been computed, all that is

left for the engineer to do is to substitute the figures into the formula. For
example:
Total heat loss=45,288 Btu's
Heating Index=639
Temperature Differential=68

Heating Costs— 
45288 X 639 X 24
68X 100,000

=$102.14

COOLING COSTS

1. Total heat gains.—Procedures for estimating total heat gain are similar to
those for estimating total heat loss. The first step is to calculate the number of
square feet of window, door, wall and floor space. Depending upon whether the
windows are single or double glazed and on the fl-values of the insulation of the
walls and floors, the U-value will again be used to determine heat gains expressed
in terms of btu's. A standard figure of 1600 btu's for heat gain from appliances
has been entered on the worksheet. The number of persons expected to occupy
the home is to be multiplied by 400 btu's per person. To estimate total heat gain
the preceding figures are to be multiplied by a duct multiplier (when ducts are
in non-conditioned spaces).
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2. Cooling index.—
C.I. ( eleCtricity ) =Cost per kwhr X Operating hrs. X14.58

C.I. ( gas ) =Cost per therm X Operating hrs. X 2.81

The cost of the energy can again be found by the engineer by calling up the
local utility company. The operating hours per season are considered to be all
hours when the outdoor temperature is 80° F. or higher. The multipliers at the
end of the formulae are conversion factors dealing with matters related to the
refrigeration cycle.
The above formula, as designed by the National Association of Home Builders

Research Foundation is derived from ASHRAE's standard formula for esti-
mating fuel requirements, which appears in ASHRAE Systems Handbook,
Chapter 43 (1973). The following shows the mathematical derivation of this
formula. It clearly shows that it is merely a simple modification of the basic
ASHRAE formula designed to yield a result in dollars and cents instead of
therms.

DERIVATION OF FORMULA SHOWN IN INSTALLATION MANUAL—NAHB

From ASHRAE Systems Handbook Chapter 43, 1973:

F= UX NbXDXCf

Table 3 shows Cf=-701 TD (Temperature Difference)
Table 4 shows U= 0.003429/E (Efficiency)

-= Fuel consumption in therms (100,000 Btu) per degree day per
1,000 Btuh design heat loss

=342.9/E in Btu/degree day/1,000 Btuh
=0.3429/E in Btu/degree day/Btuh

Substitute HL (Heat Loss in Btuh) for Nb (Heat Loss in thousand Btuh)

F_°3429< HLXDX70 24X HLXD 
EX TD EX TD

Where cost ($) is expressed per therm (100,000 Btu):

$/ Year= F X $/therm
24X HLX D X $/therm
Ex TD X 100,000

Let new term Heating Index

HI= 
DX $/therm

and rearranging:

$/ year= HL X 24 X HI
TD X 100,000

as shown in manual.

TABLE 4.—Unit fuel consumption constants

[Based on 0 F outdoor temperature, 70 F indoor temperature]

Utilization efficiency (unit fuel consumption per degree
day per 1,000 Btuh design heat loss)

Fuel and units 60 70 80

Gas in therms a 0. 00572 0.00490 0.00429
Oil in gallons b .00405 .00347 .00304
Coal in pounds c .0476 .0408 .0357

1 therm is equal to 100,000 Btu.
Based on a heating value of 141,000 Btu per gallon.
Based on a heating value of 12,000 Btu per pound.
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APPENDIX E

R—VALUE

R-value is a number used to describe the resistance of a material to the flow of
heat (thermal resistance). The larger the R-value of a material, the more difficult
it is for heat to flow through the material.
While the R-values of most materials have already been computed by ASHRAE

and other organizations, there are scientific tests as described below used to com-
pute the R-value of any material. The two most important characteristics of a
material in determining its R-value are its composition and thickness.
In order to compute the R-value of any material, it is first necessary to find the

thermal conductivity ("K") or conductance ("C") of the elements. Thermal con-
ductivity ("K") is the amount of heat, expressed in btu's, transferred in one hour
through one square foot of a homogeneous material one inch thick for a difference
in temperature of 1° F. For example, the average "K" for mineral wool blankets
is .27. This means that for one inch thickness, there is a heat transfer of .27 btu's
per hour per square foot for each degree difference in temperature between its two
surfaces. The conductance of a material ("C") is a similar measure to "K" except
it may be used for nonhomogeneous materials:

1 1
K 

or —
C

The American Society for Testing and Materials (ASTM) standards for com-
puting thermal conductivity are as follows:

C 177—Method of Test for Thermal Conductivity, of Materials by Means of
the Guarded Hot Plate

C 236—Thermal Conductance and Transmittance of Built-up Sections by Means
of the Guarded Hot Box

C 518—Thermal Conductivity of Materials by Means of the Heat Flow Meter

The above tests have been approved by the General Services Administration for
use in all Federal agencies (see HH—I-521 E, July 24, 1972). The C 177 and C 236
tests have been used by ASHRAE in computing R-values for materials. The use
of R-value is also recognized by the U.S. Department of Commerce, National Bu-
reau of Standards in its publication, "Design and Evaluation Criteria for Energy
Conservation in New Buildings."
Once the individual conductivities of the elements are known, the total resist-

ance to heat flow through a fiat ceiling, floor or wall is numerically equal to the
sum of the resistances in series.

R . . . Rn
Where R, R2, R0 are the individual resistances of the wall components.
For a wall of a single homogeneous material of conductivity 11 and thickness
I with surface coefficients fi and h:

R Total =-
1
+—
X
+-
1

h K fo

For a wall with air space construction and consisting of two homogeneous
materials of conductivities K1-I-112, thicknesses 11d-12 respectively, and separated
by an air space of conductance a:

R
Ki a 7c7mfo

According to the GSA report, Hill 521 E:

7_, 1 t
c k

Where:

t=thickness of insulation in inches
k=thermal conductivity value in btu in/hr. sq. ft. °F. at 75° F. mean temperature
c=thermal conductance value in btu/hr. sq. ft. °F.

Commercial thicknesses usually vary between two and seven inches.
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APPENDIX F

1. Outside winter design temperature=16° F.
2. Degree days=4,200
3. Summer cooling hours=1,000
4. The heat loss through the walls with no insulation=26,536 btuh
The heat loss through the walls with R-7 insulation=10,206 btuh
The heat loss through the walls with R-11 insulation=7,144 btuh
Thus, by only increasing the insulation in the walls from R-7 to R-11, the

heat loss is reduced a total of 3,062 btuh and the heat gain is reduced a total of
1,124 btuh. Incorporating these figures into the formulae designed to calculate
heating and cooling costs results in the following energy cost savings:

(Heat Loss) (Heating Index) (24) 
Heat cost savings=

(Temp. Diff.) (100,000)

Total heat loss------3,062 btuh

Heating
 Index 

DegreeDays X Cost per therm
Seasonal Efficiency of System

Average Cost per therm in Washington, D.C.-=150/therm
Seasonal efficiency of unit is estimated at .67

4 200X.15
-940Heating Index=

.67

Therefore, annual heating cost savings would be:

(3,062) (940) (24)  
—$12.79

(54) (100,000)

As to cooling cost savings:

(Heat Gain) (Cooling Index) 
Cooling Cost Savings=

(100,000)

Total heat gain=1,124

Cooling Index=summer cooling hours Over 80° P. X cost per kwh. X14.58

The current average cost of a kwh. of electricity is approximately 2.750.
Summer cooling hours over 80°

Cooling Index=1000 X .0275 X 14.58=401

Therefore, annual cooling cost savings would be:

(1,124) (401) _
$4.51

(100,000)

Total heating and cooling cost savings=412.79+$4.51=$17.30/year (just from
increasing wall insulation from R-7 to R-11).

APPENDIX G

In the sample house, having ceiling insulation of R-7 and no wall or floor
insulation:

The heat loss with no storm doors and single-glazed windows
=60,806 btuh

The heat loss with storm doors and double-glazed windows= 50,568 btuh
The heat gain wino storm doors and single-glazed windows=33,884 btuh
The heat gain w/storm doors and double-glazed winclows=32,221 btuh

Thus, merely by adding storm doors and double-glazed windows, while keeping
the insulation constant, heat loss and gain reductions would result:

The heat loss is reduced a total of 10,238 btuh
The heat gain is reduced a total of 1,663 btuh
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Applying the formula again to determine heating and cooling cost savings:

51-440 590
(Heat loss) (Heating Index) (24) 

Heat Cost Savings=.-
(Temp. differential) (100,000)

(10,238) (940) (24) 
—$42.77

(54) (100,000)

. (Heat gain) (Cooling Index) (1663) (401) 
-=-$6.67Cooling Cost Savings= 100,000 (100,000)

Total heating and cooling cost savings=$42.77+$6.67=$49.44/year.

APPENDIX H

In a study sponsored by HUD, it was concluded that the annual energy con-
sumption of a good quality, single-family residence could be reduced up to 40
per cent without affecting the life style of the occupants.' Analyses of the energy
requirements of the various structural components of the HUD "Characteristic
House" revealed that the greatest energy savings could be attained through re-
duction of air infiltration through windows and doors and the reduction of
heat transfer through the walls and windows. The mere addition of storm doors
and windows showed a 12% savings of primary energy.' The savings in primary
energy were increased to 21% when the storm windows and doors were used in
combination with a 12% increase in wall insulation value. The energy savings
were further increased to 32% when the window area was reduced 25% and
provided with additional shading.
The study evaluated the effects of various modifications of structural com-

ponents. The "Characteristic House" was a two-story house, with 1,695 sq. ft. of
floor area, 180 sq. ft. of window area, and 40 sq. ft. of patio door area, and a
total computed primary energy consumption for heating and cooling of 143.2
million btu's per year. It was determined that the addition of full storm windows
could save 18.9 million btu's per year. The combined effect of reduced window
area (to 135 sq. ft. total) plus storm windows saved 22.9 million btu's, or a
total energy savings of 27%. In addition, increased wall insulation from R-7
to R-11 could save another 4.8 million btu's, while insulation of an exposed base-
ment wall could save 5 million btu:s per year. Another Canadian survey of a
much smaller home, a 1,000 sq. ft. bungalow with 100 sq. ft. window area, deter-
mined that by increasing the insulation from R-10 to R-21, 34 million btu's could
be saved annually.'
The heating fuel for the "Characteristic House" was assumed to be gas. If

the house had been heated electrically, the primary energy required for heating
would be increased by a factor of about 2.2, (assuming a gas furnace efficiency of
70% and a pipeline loss of 3%, and an electric heating efficiency of 100% and a
power plant plus transmission efficiency of 31%). The annual primary energy
consumption for electrically heating the house would be 228.5 million btu's (as
compared to 104.4 million btu's for gas), an increase of 119%.
The report concluded that the structural modifications necessary to conserve

50 million btu's of primary energy annually, or 19% of the total annual pri-
mary energy consumption of the "Characteristic Ilo,use" (total consumption of
260.6 million btu's), were all items readily available within current construction
practice, and the adaptation of these items would not interfere with the life
style of the occupants.' Assuming that only 25 million btu's could be saved
annually in each of the 825,000 single-family dwellings started in 1974, it is
readily apparent that the total 21 x 10 btu savings in primary energy units would
have widesspread beneficial effects for society as a whole. Translated into other
types of fuel, the total savings to society if the single-family homes started in
1974 were built energy-efficiently would be 149,000,000 gallons of oil or 1,750,-
000,000 pounds of bituminous coal ° or 6,149,000,000 kilowatt-hours of electricity.7

1 See footnote 1.
2 Primary energy is defined as the input energy to electrical plants or gas distribution

centers.
3 Habitat. vol. 17, No. 2, 1974, P. 31.
'See footnote 1.
5 141.000 Btu =1 gallon of furnace oil.
6 12.000Btu = 1 pound of bituminous coal.
73,415 Btu =1 kilowatt-hour of electricity.

•
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STATEMENT OF NATIONAL RETAIL MERCHANTS ASSOCIATION
The National Retail Merchants Association ("NRMA") is pleased to submit

this statement addressed to the energy labeling issues in three bills: S. 349, the
"Truth in Energy Act of 1975," Title XII of S. 594, the "National Appliance and
Motor Vehicle Energy Labeling Act of 1975," both of which are pending before
the Senate Commerce Committee, and Title V, Part B, of the working draft ofthe energy bill now under consideration by the Subcommittee on Energy and
Power of the House Interstate and Foreign Commerce Committee, (as Title XII
and Title V are identical, they will be referred to hereinafter as Title XII/V).
NRMA is a non-profit voluntary national trade association with approximately

3,000 corporate members operating more than 30,000 general merchandising
retail outlets throughout the United States. These stores account for approxi-
mately 80 billions of dollars in sales annually and range in size from large retail
department stores to small specialty shops. Our members employ some two million
people.
NRMA strongly 'endorses the principle of a national energy labeling program

giving consumers an informational basis for choosing between products which
vary in both energy efficiency and the amount of energy needed to operate them.
With the close of the era of cheap energy, reducing household energy use has be-
come extremely important to consumers, as well as important in reducing overall
consumption of energy. An effective energy labeling program can help with both
problems.
The ideal energy labeling program would provide energy information in a for-

mat most likely to stimulate consumer use of the information while creating the
least riossible increase in regulatory and distributional costs. Both considerations
are critically important, for if the program is to work, the information must be
genuinely useful to the consumer. Yet, at a time when consumer demand has
stalled, it is equally imperative that any new regulatory program achieve its pur-
poses without unduly raising costs of products to consumers. Otherwise, demand
for the products covered by the program will further soften, and the program it-
self will be slightly inflationary.
NRMA believes that Title XII/V and S. 349 are appropriate foundations for a

national energy labeling program. Nevertheless, S. 349's requirement that average
annual operating cost be disclosed may thwart realization of its promise to con-
sumers while levying an unacceptable toll on commerce and, eventually, the
public. This problem could be cured by authorizing the Federal Trade Commission
to select the required disclosure for each appliance from energy efficiency ratios,
average annual energy use, or average annual operating cost, the approach utilized
in Title XII/V, rather than confining the choice to average annual operating cost.

The "operating cost" .straitjacket
NRMA is especially concerned about S. 349's limitation of the required energy

disclosure for household appliances to "average annual operating costs," when
either energy efficiency ratios or average annual energy use information would be
equally useful to the consumer and less costly to deliver.
S. 349 would require a complicated process for determining estimated annual

operating costs, as follows:
1. For each appliance, the FTC would define an average use cycle and deter-

mine how to measure the energy consumed during each cycle, § 20(a) (1).1
2. Manufacturers would test their own products in accordance with the FTC

procedures § 20(b).
3. The FTC would decide, for each appliance, whether cost data should be cal-

culated regionally, nationally, or on some other basis, § 20(c).
4. The FTC would determine the average unit cost of electricity or other fuel

under circumstances of use, § 20(c).
5. Manufacturers and importers would calculate a single figure (or range of

figures) for estimated annual operating cost for each appliance and deliver the
figures to dealers, § 20 (d) (2).

6. Dealers would select an appropriate estimated annual operating cost from
among those supplied, § 20(d) (3).
What distresses NRMA, and should be of concern to this Committee. is that

this enormously complicated procedure can deliver accurate data only at a high
cost and can deliver data inexpensively only if the data are inaccurate.

1 Section references arP to sections as they would be numbered in the Federal Trade
Commission Act as amended by S. 349.
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The inaccuracy of average costs

The cost of operating an appliance varies on a utility-by-utility basis and/or
jurisdiction-by-jurisdiction basis, not necessarily by city or county or SMSA or
by region. As an illustration, consider the Washington, D.C. area, where the Dis-
trict of Columbia the nearby Maryland suburbs, and the nearby Virginia suburbs,
have at least four different rate schedules emanating from three different power
companies. Thus, the regional average annual operating cost disclosed by a
downtown Washington retailer will be wrong for all consumers who live in the
area. Indeed, any average figure—national or regional—will be wrong for all but
the relatively few consumers who live in areas where the cost of pOwer happens
to equal the average cost. Only a power company by power company disclosure
for each jurisdiction would be exact. And, as discussed below, localizing the data
down to the power company is far more expensive than the less accurate national
or regional figure.

Also, the likely introduction in the near future of seasonal and time of day peak
load pricing for residential customers of electric utilities will, significantly affect
the rah° between peak and off-peak charges, perhaps by as much as 2 to 1 or
more. Thus, the accuracy of any cost figure will depend on whether the individual
consumer uses a product at peak or off-peak times.

The high cost of an accurate disclosure
The defects inherent in average cost data could, of course, be solved by localiz-

ing or personalizing the disclosure. Dealers could be required to disclose the
average annual cost for each nearby area. At the extreme, the bill could require

each dealer to personally calculate costs for each prospective customer. But it
should be clearly recognized that calculating cost data at the local level, even in
accordance with instructions supplied by the manufacturer, will impose signifi-
cant costs at the retail level. At a minimum, NRMA suggests that S. 349 be
amended to delete § 20(d) (3), so that only the cost or range of average annual
operating costs furnished by the manufacturer need be displayed. This step alone
would reduce the costs of delivering information to consumers, at no loss of
accuracy. But the preferred route is complete deletion of cost data.

A proposed solution
By using energy efficiency ratios ("EER") or average annual energy use data,

as would be possible under Title XII/V, the pitfalls of S. 349 can be avoided.
Either an EER or an energy use figure enables the consumer to compare compet-
ing products. At bottom, cost data adds nothing but a higher price tag to energy
use data in achieving the goal of facilitating consumer comparison. This is so
because average annual energy use figures (Number of Cycles X Energy Use per
Cycle) for two similar appliances fully express the energy use relationship.
Multiplying energy use figures for two appliances by the same energy cost per
cycle does not change the relationship between the two; all it does is increase
distributional costs because of the expense of the calculation.

Suppose, for example, that the FTC determines that the average washing ma-
chine runs 100 cycles per year that brand X uses 1.2 kw per cycle and that brand
Y uses 1.3 kw per cycle. Multiplying number of cycles times energy per cycle
yields an average annual energy use figure of 120 kw for brand X and 130 kw
for brand Y. Multiplying by a cost figure of, say, $.10 per kw would yield $12 per
year for brand X and $13 for brand Y, but it would add nothing to accuracy or to
ease of comparison. Furthermore, multiplying by cost figures might increase in-
accuracy if the cost figures were wrong for the particular consumer, yet would
increase the costs of providing information to the consumer.

Putting it another way, disclosing average annual energy use would eliminate
3 of the 6 steps required by S. 349, with a concomitant substantial saving of both
the FTC's resources and the distributional cost of extra calculations, at no loss
in accuracy or utility of consumer information. NRMA submits that the lower
cost and higher accuracy of energy consumption data make them far preferable
to energy cost data.

Procedure for establishing disclosure requirements
Whatever form the required disclosures ultimately take, the rulemaking process

by which they are established will require utilization of detailed and complex
technical data. Under such circumstances, the importance of requiring the Fed-
eral Trade Commission to allow full participation in the process is manifest.
NRMA believes that the rulemaking procedures adopted by the Congress last year



215

in enacting Sections 18 ( a) (1) (B) and 18(b) and (c) of the Federal Trade Com-
mission Act strike the appropriate balance between administrative efficiency
and the need to insure that those liable for violations of any rule have a fair
opportunity to be heard in its formulation.
Preemption
In order to avoid possibly conflicting requirements by States and localities, a

clear Congressional statement of intention to supersede all State and local laws is
necessary. NRMA urges the adoption of the strongest possible preemption
provision.
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