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We are pleased to present our views on S. 661, Restoring America’s Manufacturing Leadership through Energy Efficiency Act of 2009, legislation proposed to strengthen American manufacturing through improved industrial energy efficiency. The U.S. industrial sector is composed of a diverse set of businesses, products and processes with a broad range of opportunities for improved energy efficiency. In 2008, industry accounted for 33 percent of energy used in the U.S. and 28 percent of carbon dioxide emissions. (Energy Information Administration, Annual Energy Outlook 2008)  If we are to achieve our national economic, energy, environmental and security goals, U.S. industrial energy use needs to be addressed by federal policy and programs in a sustained effort.

While industry does respond to price signals for their investments, and there are somewhat less market barriers than in many other sectors, federal policy and programs are needed to address the many barriers that still exist. In today’s financial climate, industry does not have the available capital to invest in developing and testing new technologies – or even deploying all the known proven existing technologies – that will increase their energy productivity. Opportunities are being missed to simultaneously address environmental and climate concerns, to make our industry more productive in hard economic times, as well as to make the nation more secure. The proposed legislation takes major steps to rectify these problems, and we have suggestions for refinements to it. 

Prior to commenting on some of the specific suggestions of the legislation, we will summarize the findings and recommendations of a recent peer review of the Department of Energy (DOE) Industrial Technology Program (ITP), which we co-chaired. Attached for the record is a copy of the peer review report.

The DOE Office of Energy Efficiency and Renewable Energy (EERE) requires each program to conduct periodic peer reviews to enhance EERE program planning. The EERE  ITP program held a corporate peer review in Washington, DC on October 28 – 30, 2008. The purpose of the peer review was to evaluate the program’s effectiveness, management, productivity and relevance to EERE programmatic goals. An independent panel of ten experts from industry, academia, and government provided comments on the ITP mission and goals, program areas, and management.

The review panel found that ITP effectively uses its resources to achieve significant results, despite its recent continually declining budget. The program had a budget of $65 million in FY 2008, down from $100 million in FY 2002. The program has achieved several key successes in R&D and is working on some potentially transformative technologies in areas such as nanotechnology. There have been several innovative, energy-efficiency technologies that have entered or are nearly ready to enter the market, including the Isothermal Melting (aluminum), Mesabi Nugget next generation cokeless ironmaking process (steel) and Lost Foam Casting (metal casting).

The ITP program was praised by the panel for its involvement in developing transformational technologies that could have a very large impact on the future of manufacturing. ITP’s new emphasis on supply chains was considered a wise strategic direction. The panel felt that the program would find even more opportunities in the near term as U.S. industrial competitiveness becomes more critical.

The Technology Delivery program was found to be deserving of high praise. Through its Save Energy Now (SEN) initiative, Technology Delivery conducts a plant assessment program that helps manufacturing facilities save an average of  $1.l million, or 8 percent of their energy costs. The reviewers were impressed that the initiative had been so productive and generated such good results in such a short period of time. It was striking that even “sophisticated” large energy users, including some on the review panel, found the program to be very valuable. The panel also praised the ITP university – based Industrial Assessment Centers (IAC), which train undergraduate students and offer technical assistance to small- and medium- sized plants. The IAC is a strategic investment in manpower as well as infrastructure and noted the program’s importance in training the future workforce and developing the next generation of industrial professionals.

The review panel observed ITP’s strong stakeholder support in both the R&D and Technology Delivery areas. Partnerships with companies and trade associations have produced several industry-specific technology roadmaps that identify top research needs and priorities. These roadmaps have helped ITP set an R&D agenda that fits industry’s needs and produces technologies that are eventually adopted by industry. The program’s cost-sharing with industry is also good, although the continued funding uncertainty in the future that has been the hallmark of the past several years makes it more difficult to involve industry partners. We are pleased that the Energy Independence and Security Act (EISA) did authorize higher funding levels and we understand that some of the EERE R&D stimulus money will be used by ITP.

The review panel also noted that ITP maintains a convincing metrics collection process to document its achievements. Reviewers noted that ITP’s metrics and evaluation are some of the “best in class” in the federal government because they measure achievements with a high level of detail and precision. The program’s “Impacts” report is very good. It does take resources to make this commitment and the panel encouraged ITP to continue the effort. Their work on both retrospective impacts and prospective benefits should be more widely shared with policy makers as well as industry.

The review panel made a number of recommendations to ITP for addressing its weaknesses, which included specific suggestions on refining the program strategy and goals:

· The review panel found that the credibility of ITP’s goals were suspect given its current budget. For example, the panel found that ITP’s budget is too small for its stated mission of helping to reduce industry’s energy intensity by 25 percent over ten years. To achieve such a goal would require both new and improved technologies with high returns for industry adoption and utilization in this short time frame.  More funding and an articulated long term commitment to the program are needed from the Administration and Congress to achieve the current goals. ITP’s goals should be expanded to include a specific connection to climate change and carbon emissions, and improving industry’s use of alternative feedstocks in addition to fuel flexibility. Goals should be achievable within the 

budget allocated and they need to be updated on a regular basis, at least every two years, to be consistent with  the budgets and progress made on projects. 

· ITP needs to undertake more early stage R&D projects to improve the availability of projects across timeframes for implementation by industry. The pipeline of R&D projects appears to be running dry, particularly in the industry specific areas. 

· Industry-specific R&D needs to be emphasized and budgets increased. While the cross-cutting energy intensive industrial work is commendable, it is not an adequate substitute for industry specific R&D. A clearer rationale for how the programs are balanced and complement each other to meet overall ITP program goals is required.

· ITP would benefit from increasing its policy expertise at the federal and state levels, which will help achieve its mission and engage new stakeholder groups, utilities, states and other entities.  In particular, ITP needs to strengthen its outreach to utilities to help industry overcome barriers to implement energy efficiency projects and new technologies. ITP has begun building partnerships with utilities, but also needs to strengthen its ties with public service commissions and states that are resistant to utility “decoupling” of revenues from profits and other load-reducing strategies. Understanding the policy issues and a careful outreach strategy will help ITP communicate with these entities, advance the program’s mission and present industry with options to reduce energy intensity. ITP should develop a strategy to assist industry identify financing opportunities for the adoption of technology.

· Portfolio maps that reflect risk (technical and market), benefit, total projected cost and timeframe need to be developed to assist in project selection, better present and explain the overall program and justify the need for any portfolio balancing decisions to meet program goals.

· The panel also recommended that ITP establish a stronger connection between its Technology Delivery and R&D programs.  The Save Energy Now (SEN) program could provide feedback on some of the industry longer term R&D needs and the auditors in both SEN and IAC could inform the industry managers about the technologies ITP is developing or has developed.

We are pleased that the legislation being discussed today has incorporated many of the peer committee recommendations mentioned above. These include regular assessments including greenhouse gas emissions in addition to energy efficiency, road-mapping of specific industries, financial mechanisms, interaction with other programs in DOE, and the formation of an advisory group.

The following are suggestions to consider for modifications to the proposed legislation:

· Sec. 2 (h) (2) (B) (ii), we recommend adding utilities after financial institutions. Although they could be considered as “other provider of loan capital”, utilities in some states such as California have been proactive in providing financing for energy efficiency. They could participate as funders or co-funders.

· Sec. 3: We suggest adding a sentence requiring a brief letter or report be sent to Congress every other year on the efforts of coordination and results. This will help prompt more consistent coordination. 

· Sec. 4 (b): As part of the report, we recommend there be an assessment of how much energy intensity and greenhouse gas emissions could be reduced at different budget levels for ITP.  For example, if the budget of ITP were to double, what would be the impact on energy intensity and greenhouse gas emissions in 2020?  The report should state at a minimum what could realistically be accomplished regarding energy intensity and greenhouse gas reductions at the current budget level. This recommendation is derived from the IPT Peer Review report which found that the current goals are not consistent with the budget. 

· The report in Section 4 (b) (4) on comparison of U.S. technology adoption rates with those in the European Union, Japan, and other appropriate countries, should include “an assessment of the reasons for any differences in adoption rates considering at a minimum both economic (including price) and policy reasons in the U.S. and countries considered.”  Understanding the reasons for any differences in adoption rates can help formulate better policy. 

· Sec. 8 (b) Since the National Academy report is due to the Congress within two years from enactment, add a phrase “within 60 days of enactment of the act” the Secretary enters into the agreement with the Academy.  Getting the study underway promptly will allow sufficient time for a rigorous study to be conducted.  Also, add a phrase that the Academy shall decide which industries to focus on and supply chains to be analyzed so that not all industries are expected to be analyzed and the study can be of sufficient depth.

· Adding a new Section on data gathering. More detailed data, and data collected more frequently, are needed to better assess the status and prospects for energy efficiency and greenhouse gas emission reductions. The Energy Information Administration (EIA) publishes and analyzes data about energy use in the U.S. An important part of that portfolio is the Manufacturing Energy Consumption Survey (MECS). The public products of the survey include data, by industry and region of total energy use, types of energy (coal, electricity, natural gas, LPG, residual fuel oil, other fuels etc.), the cost of energy and technological features of industry related to current and potential pattern of energy use. Based on the data, the EIA produces critical analyses that address issues such as demand within specific industries for different forms of energy. These in turn allow for projections of energy use and the impact of energy price changes on manufacturing output and employment in the U.S.  Timely collection and publication of consistent, comprehensive surveys are necessary to understanding trends in energy use and the impact of existing and proposed public policies. 

Between 1978 and 1981, the EIA funded the Annual Survey of Manufacturers, which included information on industrial energy consumption. The survey was discontinued in 1981 due to budget reductions. MECS started in 1985 and was repeated every three years up to 1994, when it was put on a four-year schedule for 1998, 2002, and 2006. Information about the 2006 Survey is still not available. Thus, the detailed information currently available about energy use in industry and emissions of carbon dioxide is over seven years old, missing a period of dramatic changes in energy technology and industry structure in the U.S. 

We suggest adding a section that “EIA conduct MECS on a three year schedule. It should be coordinated with any GHG reporting requirement that is established pursuant to statute or regulatory authority.”

In the near term, the U.S. industrial sector can improve its energy efficiency and reduce its greenhouse gas emissions through the adoption of cost-effective energy efficient technologies and processes. In the longer term, the development and implementation of additional technologies and processes will further improve its efficiency, environmental performance, productivity and competitiveness. The targeted greenhouse gas emission reductions being considered in many pieces of proposed legislation can only be met with the nation and industry greatly accelerating its rate of adoption of existing energy efficient technologies and deploying very rapidly new ones that are developed. 

There needs to be a sustained level of effort of a Federal research, development, demonstration and deployment program with a balanced portfolio and appropriate policies. This proposed legislation, along with EISA will make progress toward reaching these goals. We strongly endorse it and look forward to continue to work with you and your staff.
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