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To the Members of the California Energy Commission:

The Consumer Electronics Association (“CEA”) respectfully submits these comments in
opposition to the Notice of Proposed Action, Proposed Amendments to Appliance Efficiency
Regulations, CEC Docket No. 09-AAER-1C (Sept. 18, 2009) (“NOPA”).

CEA opposes the Commission’s mandatory performance-based restrictions on energy
consumption as detrimental to innovation, consumers, and industry. The Commission bases
its proposed regulations on a stacked deck consisting of demonstrably false assumptions,
admittedly stale and outmoded data, basic mathematical errors, and conceptual mistakes, that
both exaggerate the “problem” to be solved and overestimate the potential energy savings.
The regulations violate California law. They will cost consumers far more than they may
save and will interfere with consumer enjoyment of one of today’s most dynamic and desired
products.

The regulations are unnecessary. Energy consumption by today’s digital television models
approximates the energy required for two light bulbs. That’s it: two average light bulbs. And
through continuous improvements, manufacturers are bringing those levels even lower.
Contrary to the disinformation spread by certain proponents of regulation, digital TVs are
hardly the electronic equivalent of gas-guzzling Hummers.

CE manufacturers already have dramatically reduced the amount of energy used by
digital televisions — without regulation. Starting years before the CEC began investigating
potential TV energy consumption regulations, consumer electronic (“CE”) manufacturers
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began developing and implementing improved energy-saving digital TV technologies. The
latest figures from Energy Star list more than 1,240 television products that comply with the
Version 3.0 On Mode efficiency as well as Standby Mode requirements for televisions.! In
less than two years, the energy efficiency of Energy Star digital TVs has been improved
by more than 41 percent. These successful efforts occurred not because of any government
mandates. They resulted from competition among manufacturers to reduce costs to
consumers in the global marketplace. The CEC is not properly accounting for these TV
energy savings that contribute substantially to the state’s greenhouse gas emissions reduction
goals.

Moreover, the kind of performance-based regulation proposed by the Commission will be
detrimental to consumers, innovation, and every business that manufactures, sells, and relies
on availability of the highest quality digital televisions at the lowest prices. Considering the
importance of televisions as the central source for home entertainment, information, and
education, and the tremendous gains already achieved by TV manufacturers, regulation
based on artificial and arbitrary energy use limits is both utterly unnecessary and foreseeably
harmful.

CEA urges the Commission to take a bold step. Stop viewing mandated energy use limits as
the only means to address energy efficiency regulation. Combining voluntary industry efforts
— which already have drastically reduced the energy consumption of digital televisions — with
new initiatives to educate and encourage consumers to conserve TV energy, and new
requirements related to energy-saving features, the Commission and industry can
cooperatively realize the desired energy savings without impeding technological progress or
consumer enjoyment.

! See http://downloads.energystar.gov/bi/gplist/tv_prod_list.pdf (Oct. 16, 2009).



Summary of Comments

Point I: The CEC Staff Report findings rely on flawed assumptions,
erroneous calculations, and outdated technical data that do not support the
proposed regulations.

The CEC Staff Report provides no meaningful and relevant data on which the Commission
can base energy performance regulations. First, despite the CEC’s recognition that television
manufacturers have made substantial reductions in energy use in the last two years alone, the
Staff Report relies on outdated energy use studies and the July 2008 Pacific Gas & Electric
Company (“PG&E”) “CASE” report, that concededly exclude any new models with lower
energy consumption. This inflates the baseline, which in turn exaggerates the potential
savings estimates. Second, the Staff Report indisputably makes mathematical and
conceptual errors that improperly calculate potential energy savings.

When just these math errors are corrected, the Staff’s estimated savings of “$8.1 billion”
collapses to a far smaller number: $2.4 billion — approximately the same amount of savings
that the Staff estimates from the purely voluntary Energy Star program. When calibrated to
reflect energy savings achieved after the July 2008 CASE paper, that number reduces further
to $548 million.

These and other errors are described in the attached report from C. Paul Wazzan, Ph.D. and
Dawn Eash, M.S. of LECG, “The September 2009 Regulations Proposed by the California
Energy Commission: 1) fail to satisfy the consumer cost standard imposed by the California
Public Resources Code; and 2) are likely to result in increased costs to California consumers”
(hereinafter “LECG Report™).

Because of these errors, the Staff Report:

e Overstates the “baseline” measurement of energy consumption by today’s digital TVs

e Overestimates the potential savings from the regulation through 2022 when compared to
that inflated baseline

e Understates the energy efficiencies gained by CEA’s proposed alternative approaches

e Skews the results in favor of regulation, when a fair measurement would show that the
savings do not justify the costs to consumers.

e Lacks current, hard data to support the regulation

e Prejudices TV manufacturers and consumers who are being asked to shoulder all costs of
the regulations.

Therefore, the Commission’s proposed regulations would violate the fundamental
requirement of California law by imposing greater costs on consumers. When the potential
energy savings from the proposed regulations are more reasonably calculated, the costs
to consumers outweigh the benefits. Today’s energy-saving TVs can cost hundreds of
dollars more than comparable models, but any potential savings from the regulation would be
offset by an $17 increase in the price of televisions. Moreover, by denying consumers access



to the full line of television models, the impact on consumers, manufacturers, and retailers
would cost California more than 4,000 jobs and approximately $46.8 million in tax revenue.

Point II: Mandatory limits on the energy performance of digital TVs will
stifle future innovation and harm consumer and state interests in the highly
dynamic and competitive technology market.

Over the last decade, digital television has undergone a remarkable transformation in terms
of technological innovation, performance, size, and price. Energy-hogging analog cathode
ray tube TVs that dominated the market ten years ago now have been displaced in the market
by thinner, sharper, lower-priced, and lower-energy digital TVs across a multitude of
technologies: DLP, LCD, and plasma, and more under development.

As we noted at the October 13th hearing, the Commission’s regulations would stifle
innovation in new screen technologies. Had the CEC’s proposed regulations been in
place in 2001, the millions of plasma and LCD TVs currently in consumers’ homes and
retailers’ shelves never could have come to market. When a TV technology first is
developed, it undergoes a decade or more of development before it is ready for market, and
years of refinement to improve its performance and lower its cost. Manufacturers need those
early sales to learn whether there is sufficient demand for the product to warrant further
investment, and to obtain the revenue necessary to fuel those improvements, and to create
cost-reducing development and manufacturing technologies. Without the ability to market
new products to “early adopters,” industry cannot innovate. That is as true for TVs as it is for
PCs, semiconductors, cameras, iPods, and dozens more products that bring value and
enjoyment to consumers” lives.?

Mandating levels of energy performance such as those proposed in the NOPA will stifle
technological innovation in the most dynamic and advanced digital entertainment products in
consumers’ homes. Put simply, televisions are not like toasters -- or air conditioners, clothes
washers, ovens, refrigerators, or other “white goods” appliances that channel energy to
utilitarian purposes. Consumers acutely perceive the differences in audiovisual characteristics
such as sharpness, color, brightness, saturation, refresh rate, viewing angle, and sound quality
among television sets and display technologies, and these differences can matter deeply to
consumers. That is particularly true in California where hundreds of thousands of
professionals earn their living in the motion picture, television, game development, and high
technology industries.

Subjecting all display technologies to a “one size fits all” performance standard ignores that
television technologies are neither static nor monolithic. At a time when companies each are
investing tens of millions of research dollars to develop new display technologies (such as

2 Thus, as we responded at the October 13th hearing, there is no inconsistency in the

CEA position. Even under a best case scenario where regulations have no adverse impact on
innovation into energy saving technologies, or technologies ancillary to the screen, the
regulations unavoidably will impede development and marketing of new screen technologies
whose energy efficiency may not meet the performance mandates at the time of
commercialization, but whose efficiency would be improved substantially over time.



OLED and 3D) and myriad improvements to existing display technologies, any attempt to
impose mandatory limits on the technology of television can only harm progress in these
vital economic and consumer interests.

The CEC’s narrow focus solely on energy requirements ignores these realities. The proposed
regulations would:

e Increase the costs to consumers of television receivers

e Increase costs to manufacturers of research, development, and manufacture of
digital TVs

e Reduce consumer choice by denying retailers access to popular television
models

e Constrain innovation into new display technologies and product features

Choosing a new television is one of the most important buying decisions consumers make.
Given information about the benefits and costs of owning a particular model television,
consumers know how to judge for themselves the best value for the money. The Commission
should focus its efforts to encourage consumer education, not to constrain consumer choice.

Point Il The Commission should adopt alternative measures that, in
conjunction with industry’s voluntary efforts and existing market-oriented
programs, will yield energy savings at least as great, if not greater, than would
otherwise be achieved by regulating power consumption — but without the
costs to consumers, business, and innovation.

The Commission can achieve its energy savings goals without harming the highly dynamic
TV industry through the following steps:

1. Support compliance with the federal Energy Star program. In just the first
years of the Energy Star 3.0 program for TVs, manufacturers reduced power consumption on
average by 29.3%, and improved efficiency by 41.4%. CEA encourages the CEC to continue
to monitor the successes of the manufacturing industry in lowering energy consumption, and
consult with the industry on ways to improve performance.

2. Adopt mandatory functional requirements that will lower energy
consumption. CEA supports a Commission adoption of two regulatory requirements that
digital TVs sold in California include “forced menus” and automatic shut-off. These features
can reduce energy consumption by 190 GWh per year or more, without mandating unrealistic
performance levels.

3. Educate consumers about energy efficient use of TVs. The greatest and
fastest gains can be achieved by changing consumers’ behavior with respect to the tens of
millions of TVs already in their homes. Simple steps such as encouraging consumers to




lower the brightness settings of their current TVs and to turn off TVs not in use can save as
much as 555 GWh per year — more than half of what the Commission estimates its
regulations would achieve. CEC should support and defer to the Federal Trade Commission’s
(“FTC”) efforts already well underway to adopt nationwide uniform energy use labeling
standards for electronics products, including digital TVs.

4, Reward consumers for buying energy-efficient televisions. Incentive and
rebate programs can reduce energy use by encouraging consumers to trade-in or retire less
efficient TVs for newer, more energy-efficient models. Such efforts are estimated by
California utilities and CEA to reduce energy consumption by as much as 70 GWh per year.

Many of these savings are described in the attached peer-reviewed report by Kurt Roth and
Bryan W. Urban of the Fraunhofer Center For Sustainable Energy Systems, “Assessment of
the Energy Savings Potential of Policies and Measures to Reduce Television Energy
Consumption, Final Report to the Consumer Electronics Association” (hereinafter,
“Fraunhofer Report™).

POINT IV:  Additional Proposed Regulations, Including those Concerning
Power Factor and Product Labeling, Should Be Rejected as Costly and
Ineffective.

The Commission’s proposed regulations concerning TV power factor would prove expensive
for manufacturers. As the Commission and the U.S. Environmental Protection Agency
admit, any actual savings realized by consumers from power factor regulation would be
negligible. Consequently, the Commission’s power factor proposals do not satisfy the
statutory prerequisites to regulation.

CEA supports a uniform national labeling program that sensibly provides consumers with
product information, without imposing unrealistic costs and requirements on manufacturers
or retailers. The Commission should reject micromanagement of type size and placement in
favor of the many, more sensible, marketplace alternatives successfully used for TVs and
other products that will provide consumers the information they need prior to purchase.

* * *

In summary, the CEC has failed to demonstrate that the proposed regulations meet the
statutory criteria. The regulations would impose higher costs on consumers than any
rationally-measured potential energy savings. By stifling innovation, the regulations further
would interfere with the efficacy of digital TVs for the California consumer. A fair
assessment of the facts shows that voluntary market-oriented efforts, in concert with
reasonable regulations requiring forced mode menus and automatic shut-off, will result in
savings at least as great as those anticipated by the CEC. Consequently, the regulations
cannot be justified and should not be promulgated by the Commission. The costs to
consumers, and the unavoidable damage the regulations will cause to technological progress,
design freedom, retailer interests, and consumer rights, clearly outweighs any foreseeable
benefit.



CEA COMMENTS

Point I The CEC Staff Report findings rely on flawed assumptions,
erroneous calculations, and outdated technical data that do not support the
proposed regulations.

Under California Resources Code § 25402(c), the Commission cannot issue regulations
without a clear finding, inter alia, that the regulation will not burden consumers with added
costs. Pursuant to the California Administrative Procedures Act, such a finding must be
supported by substantial evidence. As shown below, the Staff Report provides no such
foundation for its regulations.

The CEC Staff Report relies almost exclusively on the conclusions supplied by the July 2008
PG&E “CASE” paper. Aside from the questionable value of relying solely on a non-peer
reviewed report submitted by a stakeholder with obvious vested interests, CASE suffers from
manifold errors, stale data, and fallacious assumptions. The CASE paper provides no
reliable estimates of energy consumption or energy savings. Consequently, it provides no
sound foundation for the regulations. Knowing of these fatal flaws, any attempt by the
Commission to regulate based on the CASE paper necessarily would be arbitrary and
capricious.

A. The CEC Study Overstates the Problem to be Solved.

As one of many flaws, the Staff Report overestimates TV energy use and, thus, inflates the
magnitude of the problem it seeks to solve. For example, the Staff Report uncritically
repeats estimates that TVs use 10 percent of residential energy.? The citation for that
assertion, however, comes from an “Issue Paper” issued by the National Resources Defense
Council (“NRDC”). While NRDC can hardly be deemed a disinterested or impartial
commenter in this proceeding, the Staff ignored that the NRDC figures are facially
unsupported and unreliable. The cited NRDC issue paper, now four-and-a-half years old,
concerned the energy consumption of set top boxes, not TVs. That issue paper presented
neither evidence nor any citation to credible research or studies so as to support that number.

% See, CEC responses to consumer complaint forms in Docket 09-AAER-1C, asserting “TVs
use about 10 percent of the electricity in most homes, ... .”
http://www.energy.ca.gov/appliances/2009_tvregs/documents/comments/TN%2053260%200
9-18-
09%20CEC%20Response%20t0%20Complaint%20Form%20from%20R.%20Girling.pdf,
and
http://www.energy.ca.gov/appliances/2009_tvregs/documents/comments/TN%2053267%200
9-18-
09%20CEC%20Response%20t0%20Compliant%20Form%20from%20D.%20Provenghi.pdf



NRD4C, “Cable and Satellite Set-Top Boxes: Opportunities for Energy Savings” March 2005
at 2.

A more credible source, the Energy Star website, cites a figure far smaller than the 10 percent
figure relied upon by the Commission: “There are about 275 million TVs currently in use in
the U.S., consuming over 50 billion kwWh of energy each year — or 4 percent of all
households’ electricity use.”

In short, the Staff Report overstates the magnitude of TV energy consumption (i.e., the
reason supporting its desired regulation) by approximately 150%. This error fundamentally
skews the rest of the Report. By overstating the amount of actual energy consumption, the
Report begins the debate by uncritically assuming “facts” most favorable to regulation.
Thus, the Staff Report proceeds from assumptions highly prejudicial to TV manufacturers
and consumers, who are being asked to shoulder the cost and burden of the regulations. Had
the Report proceeded from a more credible assessment, or from actual evidence, it would
have been clear that the magnitude of the problem was not nearly so great as to justify a
draconian regulatory mandate.

B. The data used by the CEC to support the regulations are stale and out of
date.

Throughout the NOPA and the Staff Report, the CEC cites the tremendous strides made by
consumer electronics manufacturers in voluntarily reducing the energy consumption of
digital televisions. As noted above, voluntary efforts from December 2007 to October 2009
have improved the energy efficiency of digital TVs by more than 41 percent. While this too
begs the question of why any regulation is needed, it highlights a critical flaw in the CEC’s
methodology. To estimate potential energy savings with any reasonable degree of accuracy,
the CEC should rely on current data reflecting the effects of these voluntary efforts. But to
the contrary, the CEC continues to use data that is long out of date. Consequently, the CEC
grossly exaggerates both the extent of the problem it claims to solve, and the alleged
potential energy savings that it claims would result from regulation.

The primary source for CEC’s conclusions as to the potential savings from the regulations is,
again, the July 3, 2008 CASE paper from Pacific Gas and Electric. While CASE is now more
than one year old, CASE further relies on data sets that have not kept pace with current
products. For example, the PG&E CASE paper:

e Uses energy tests performed by the online technology site, CNET. While the CNET
site may provide valuable information for consumers considering purchasing a

4 Indeed, not even the NRDC apparently stands behind their 10% claim. An August

2009 NRDC presentation to California legislators claims that TV energy consumption is
“>5%" -- again with no citations.

° See

http://www.energystar.gov/index.cfm?fuseaction=find_a_product.showProductGroup&pgw_
code=TV



particular model of television, the site does not supply statistical data that reasonably
could be relied upon by regulators. The CNET data set includes TVs that may be as
old as 2004-2005 model TVs. As CNET’s current website states, “This chart
contains 150 TVs tested by CNET for power consumption between roughly January
2006 and April 2009.” http://reviews.cnet.com/green-tech/tv-consumption-
chart/?tag=nav Tests performed in January 2006 necessarily would have included
older model TVs built before Energy Star 3.0. And obviously, the July 2008 CASE
paper could not have included any of the recent TV models that achieved better
energy performance.

o Cites to a data set from the UK Market Transformation Programme, titled “An
Energy Efficiency Index for Televisions” from February 12, 2007, which also
included TVs marketed years before Energy Star 3.0. Although the data for this set
came from manufacturers, the authors observed that it was likely that TV energy use
was not measured using consistent standards.

e Neglects to indicate that the data PG&E relied upon do not test TVs in the same way.
Many of the tests could not have been conducted under the same standard as the
Commission now uses, inasmuch as IEC 62087 did not even exist in a first
Committee Draft until March 2007, and was not published until October 2008.

e Estimates TV purchasing trends using a 2007 study from a consulting group,
“DisplaySearch Global TV Shipment and Forecast Report”

e Admits that specific TV models may have been used more than once in compiling its
figures. There is no identification of which models, what types of TVs, or what
results were used in the calculations. CASE at 7.°

e Admits that its savings estimates do not account for natural market improvements of
nonstandard units, or corresponding efficiency improvements of the TVs that do
qualify under proposed standards.

e Concedes that the data plots based on these older TVs in Figure 3 of the paper are
“not necessarily indicative performance for all plasma TVs on the market today and
in the near future”; and notes further that even as of July 2008, many leading plasma
manufacturers marketed TVs that satisfied energy standards. CASE at 11.

e Admits with respect to each of its calculations that its estimate of energy savings
“does not account for natural market adoption of higher efficiency models” or the
increasing prevalence of Energy Star model TVs. See CASE at 16; CASE Table 8 at
p. 17; CASE Table 9 at p. 18; and CASE Table 10 at p. 19

Indeed, although the CEC Staff Report places its primary reliance on the CASE paper, on the
front page of the CASE paper even PG&E itself warns against such reliance:

“Neither PG&E nor any of its employees makes any warranty, express or
implied; or assumes any legal liability or responsibility for the accuracy,
completeness or usefulness of any data, information, method, product,
policy or process disclosed in this document... .”

® While the CASE paper states that the complete annotated data set “is available to interested
stakeholders upon request,” PG&E has not provided that data to CEA despite written
requests.



CEA suggests the Commission would be better advised to take PG&E at its word. By using
these old, outdated figures based on pre-Energy Star 3.0 TVs, the CASE paper grossly
overstates the current level of energy consumption and potential energy savings.

C. By adopting the outdated CASE data, the Staff Report artificially inflates
the estimated energy “savings” from regulation.

Energy “savings” must be measured against a baseline starting point. If the baseline is
inflated, so are the “savings.” If the baseline is lower, the savings too are less.

By uncritically adopting the CASE estimates, the Staff Report exaggerates the baseline of
current energy usage. Consequently, the Staff Report and the NOPA grossly overstate the
potential energy savings from the proposed regulations.

As is evident from the growing ranks of Energy Star TVs, the fact is that substantial
improvements already have been achieved, voluntarily, by TV manufacturers to reduce
energy use. In the absence of government regulations, TV manufacturers expect additional
energy reductions to continue. The Energy Star data from December 2007 to October 2009
show a total 41% increase in efficiency, or approximately 22% per year.” A manufacturer of
LCD TVs reports that it expects screen power efficiency to improve 15% per year. Other
manufacturers of plasma and LCD TVs expect annual energy savings of 17% through 2010.

As noted in the previous section, the PG&E CASE paper caveats virtually each of its power
consumption and savings estimates with an admission that their estimates do not reliably or
reasonably reflect current TV energy consumption. On each chart that purports to
demonstrate its conclusions on energy consumption and savings, PG&E states that its
analysis “does not account for natural market adoption of higher efficiency models” or the

! These figure are based on an analysis of power saved from December 2007 to

October 2009, based on Energy Star datasets by size range. The analysis applies a size-based
sales weighting based on CEA 2008 sales data, as follows:

-- 27,688,156 televisions were sold in the U.S. in 2008

-- Power Consumption: 5,034,956 kW, based on the Energy Star December 2007 dataset

-- Power Consumption: 3,558,724 kW, based on the October 2009 Energy Star database

-- Power Saved: 1,476,232 kW, from one year sales of improved TVs

-- Energy Saved: 2,695,968,870 kWh/year, from improved TVs, assuming 5 hours per day on
time

Over this 22 month time frame, the industry reduced power consumption of the average

television by 29.3% (sales weighted). This also can be stated as a 41.4% efficiency
improvement.
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increasing prevalence of Energy Star model TVs. See CASE Table 8 at p. 17; Table 9 at p.
18; and Table 10 at p. 19.2

The CEC cannot fairly or objectively base crucial policy decisions on such facially inaccurate
figures. TV manufacturers collectively have invested scores, if not hundreds, of millions of
dollars to improve the energy performance of today’s digital TVs. These manufacturers
stepped up to the plate long before the Commission began this process. Manufacturers
deserve to have their achievements recognized and accounted for by the CEC in hard,
reasonable, and reliable numbers before the Commission decides that regulation is necessary
or justified.

D. The Staff Report contains serious mathematical and conceptual errors
that negate the essential findings claimed to support the regulations.

The essential finding of the CASE paper and accepted by the Staff Report — that the proposed
regulations will save Californians $8.1 billion in energy costs — is wrong. Putting aside the
demonstrable flaws in the underlying facts as described in the preceding sections, the number
was miscalculated because of a fundamental mathematical error, and artificially inflated by a
conceptual error. The specific errors and their consequences are detailed in the attached
analysis by LECG, summarized below.

1. The Staff Report’s mathematical misinterpretation.

The CASE paper estimates annual incremental energy savings which cumulate to 6.5 TWh
per year. As noted above, the estimated savings themselves are inflated by use of a baseline
that effectively assumes Energy Star TVs only came to market in 2011. Regardless of that
bias, PG&E’s estimated savings occur only in 2022, after a complete turnover of TVs that do
not meet the regulatory mandates. The CEC misinterprets this finding and assumes that the
annual cost savings for each year between 2011 and 2022 are 6.5 TWh per year.’

8 Further conceding the irrelevance of the CASE estimates, PG&E was compelled to

raise the bar to its 2009 retailer rebate program because too many televisions exceeded
Energy Star standards by 15% or more, far more quickly than PG&E expected. “The
program started in January paying retailers $20 for each TV sold that is 15 percent more
efficient than Energy Star, but it moved the target to 30 percent more efficient than Energy
Star “as we saw more and more products qualifying,” said Tim Michel, PG&E senior
program manager.” Consumer Electronics Daily, Nov. 2, 2009, at 2. Thus, while one
reasonably can question PG&E’s wisdom of limiting a program that successfully was
reducing energy consumption, PG&E’s actions further demonstrate the tremendous voluntary
manufacturer response to energy savings.

’ The California utilities acknowledge that the purported energy savings is achieved
only in the final year, yet perpetuates the error by applying that savings to each prior year.
See Utilities October 13, 2009 Support Letter: “The proposed TV standards will generate an
estimated 6,515 GWh in energy savings annually after all existing stock is replaced. ... The
overall energy cost savings for our customers is expected to be approximately $8.1 billion.”
http://www.energy.ca.gov/appliances/2009_tvregs/documents/comments/California%20Utilities%20J
0int%20Support%20L etter%20for%20TV%20Standards.pdf (emphasis added).

11



Correcting the savings estimates (even assuming the figures were reliable, which they are
not) so as to reflect a progressive savings from 2011 to 2022, reduces the CEC estimate of
$8.1 billion in savings to $3.5 billion. See LECG Report and Exhibit 2.

2. The Staff Report’s conceptual mistake.

To determine the net present value of the estimated energy savings, the CEC applied a
discount rate of 3 percent. While CEA cannot state the actual cost of capital to the California
consumer, no one realistically could contend that a consumer could obtain credit at a 3
percent rate. A 3 percent rate essentially reflects a risk-free rate to obtain capital, which no
consumer could obtain. The average rate of interest on credit card debt in California is more
than 13%. By assuming an unrealistically low discount rate, the CEC Staff Report artificially
inflated its energy savings estimates.

Assuming a more appropriate 10 percent discount rate, the energy savings that the CEC
Staff srlguld have calculated using the CASE paper’s figures would have been $2.4
billion.

3. Adjustment for already-occurring improvements.

As noted above, the PG&E CASE paper clearly overstated the baseline television energy
consumption (thus exaggerating potential energy savings) because it did “not account for
natural market adoption of higher efficiency models.” The LECG Report addresses this
additional shortcoming, albeit also in a very conservative way.

LECG’s adjustment was based on input from TV manufacturers suggesting that it was
reasonable (in fact, conservative) to state that they had achieved a 17 percent annual increase
in television energy efficiency for their 2009 and 2010 TVs. Lacking actual information
beyond 2010, LECG assumed only a continuing minimal annual increase of 1 percent from
2011 through 2022. The near term drop is based on input received from manufacturers and
expected voluntary movement in the market toward compliance with the Energy Star 3.0
standard, whose on-mode power consumption level is similar to that for the Commission’s
proposed. Tier 1 standard. As the Staff Report noted (p. 36), Energy Star’s own estimates for
Energy Star 3.0 compliance have proven to be “an extreme underestimation.” And the
Fraunhofer Center’s study conservatively projects that 95 percent of LCD TVs and 73
percent of PDP TVs would meet the Energy Star 3.0 standard before 2011.

Consequently, the LECG study is based on the recognition that implementation of the Tier 1
standard would have no impact on the average power consumption by LCD TVs, in contrast
to PG&E’s assumption, relied upon by the CEC, that Tier 1will create 97.2 kW/hr per set

10 See LECG Report and Exhibit 3. Even this 10 percent assumption is likely to be

lower than a true consumer discount rate. Using a higher figure, which more realistically
represents the actual cost of capital to consumers, results in even lower potential energy
savings from the proposed regulations.
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annual savings for every LCD set sold in the state of California from 2011 through 2022
(CASE, Tables 6 and 7). The savings from Tier 2, which begins in 2013, would similarly be
reduced due to this “natural market adoption of higher efficiency models.”

When this flaw is corrected, the present value of the regulations energy savings to consumers
(at a 10 percent discount rate) is revealed as not $8.1 billion but, rather, $548 million. See
LECG Report and Exhibit 4. As the LECG Report observes, the actual net present value
savings that might be enjoyed by the TV purchaser would be outweighed by a cost to the
consumer of $17. And, as shown below in section F, $17 is well below the actual price
impact of compliance with Energy Star 3.0 and beyond, which can be hundreds of dollars per
TV.

In sum, when the potential energy savings from the regulations are correctly calculated
from a rational assessment of the per-set energy consumption baseline, it is clear that
the cost of the regulation to consumers far outweighs any potential energy savings.
Therefore, the Commission cannot as a matter of law proceed based on its current analysis
with its proposed regulation.

E. Had the Staff correctly calculated these estimates, even based on the
flawed CASE paper, the Staff should have supported CEA’s market-based approach.

In its summary of Stakeholder Comments and Responses, the Staff Report dismisses the
recommendations of the CEA, the Custom Electronic Design and Installation Association
(CEDIA), the Consumer Electronics Retailers Coalition (CERC), the California Retailers
Association, Cyber Manor, Rich Green Ink, Best Buy Inc., Independent retailers, and the
Plasma Display Coalition, to forego regulation in favor of following the current marketplace
improvements. These comments represent the informed views of businesses and individuals
who have actual hands-on experience with the design, manufacture, and marketing of digital
TVs, and with consumer response to product features and designs, and to product
information.

Using the Energy Star 2007 Annual Report of expected nationwide energy savings, the Staff
estimated that “the voluntary ENERGY STAR program would only obtain 27 percent of the
calculated $8.1 billion in potential energy efficiency savings for the consumer that would
result from the proposed efficiency standards.” Staff Report at 28. However, had the Staff
not made the mathematical and conceptual errors in its report as noted above, it would have
calculated energy savings of $2.4 billion from the proposed regulations — a figure that is 29
percent of the demonstrably inaccurate $8.1 billion estimate. (And, of course, no one
disputes that even the 2007 Energy Star Annual Report underestimates actual energy savings,
since it did not anticipate the rapid pace of energy improvements achieved by TV
manufacturers through October 2009.)

By using corrected calculations from the Staff’s own numbers, the Commission is left

with the task of justifying its overly stringent regulatory mandates based on only a
possible two percent (2%) improvement in energy consumption.
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Indeed, the NOPA, states (at p. 16) an alternative Staff conclusion that Energy Star
compliance would achieve 35% of the claimed $8.1 billion savings from the regulation. Had
the Staff used more current data rather than the outmoded assumptions from the PG&E
CASE paper, this 35% would eradicate any claimed savings from the regulations.

In sum, based solely on correcting erroneous calculations and assumptions, the
Commission cannot conclude that the record supports any of the determinations in the
Staff Report, including its determination that “no alternatives to the proposed action ...
would be more effective, or as effective and less burdensome” than the proposed
regulations. To the contrary, the Commission has no evidence to dispute that the alternative
proposals by CEA, and the many manufacturers, associations, and retailers who are
intimately involved and deeply knowledgeable about digital television, will achieve results at
least as robust as the CEC regulations, without incurring any of the risks or costs.

F. The CEC’s wishful thinking as to the costs of compliance and the costs to
consumers ignores the facts.

The CEC Staff Report recognizes that “the cost of compliance can be negative, zero, or
positive, depending on the route a manufacturer chooses to pursue.” Report p. 14 (emphasis
added). Nevertheless, CEC asserts that it “assume[s] that there is no unit price increase as a
result of compliance and that competition will continue to keep prices stable.” CEC
suggests, with little evidence, that “there will be no increase in the purchase price of
televisions due to the proposed efficiency standards because existing technologies ...
reducl[e] the total cost to build the television.” Report p.13 (emphasis added).

In other words, the CEC pins its regulations on two false hopes: that energy saving
technologies reduce the costs to manufacture TVs; and that competition will cause
manufacturers to absorb the additional costs of energy-saving technology.'! Such hopes,
however, cannot mask the true costs that compliance with the regulations will foist on
manufacturers and consumers.

1 The Staff also incorrectly suggested at the October 13th hearing that some 297 sets

already meet the Tier 2 regulatory requirement. These sets meet only the Standby-passive
mode and On-Mode test for power consumption. If tested for compliance with the other
elements of the Tier 2 regulation (including luminance, auto power down, and power factor
correction), virtually none of those sets could be on the market today under the Tier 2
regulations. Moreover, while noting that many of these sets are some percentage away from
meeting the On-Mode tests, the Staff apparently presumes, without evidence and contrary to
actual experiences described below, that these additional improvements can be achieved with
little effort or cost.

Further, CEA understands that one or more manufacturers do not agree with specific
comments by the Staff concerning the current state of Energy Star 4.0 compliance of certain
of their models, and that the Staff has both overestimated the current state of compliance and
underestimated the difficulty and expense involved in achieving those specifications.
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1. The CEC’s erroneous assumptions as to the costs of compliance
among DTV technolog