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High-Efficiency Gas Furnace Installations Surge

New estimates using industry shipment data and IRS statistics show
consumers make more efficient choices when selecting natural gas

heating equipment
August 13, 2024

Adoption of highest-efficiency gas furnaces have
increased nearly fourfold since 2020

Shipments of natural gas, propane, and oil warm-air furnaces rated 97% AFUE or higher
(Thousand)

283

2020 2023

Consumers are increasingly adopting high-efficiency gas equipment due to changes in the market and
the availability of incentives. The Inflation Reduction Act (IRA) included an Energy Efficient Home
Improvement Tax Credit, which modified the existing 25C Nonbusiness Energy Property Credit by
increasing federal tax incentives for installing high-efficiency gas, propane, and oil furnaces from $150
previously to 30% of the project cost, up to $600. The efficiency rating for qualifying direct-use heating
equipment was raised to 97% AFUE. Actual shipments in 2023 are likely greater than reported here since
higher-efficiency furnaces that did not apply for tax credits are not captured here.

Chart: American Gas Association = Source: Calculated estimates from American Gas Association based on
shipment data from AHRI and IRS Clean energy tax credit statistics. IRS data reports number of tax credit
returns taking credit collectively for natural gas, propane, and fuel oil warm air furnaces. « Created with
Datawrapper

Data on the adoption of tax credits available in the Inflation Reduction Act of 2022 show that the number of
high-efficiency (97%+ AFUE) natural gas furnaces installed by consumers has increased considerably since
2020. Consumers continue to select natural gas equipment for home heating and are increasingly installing
the highest-efficiency models.

Background



The Inflation Reduction Act (IRA) introduced an Energy Efficient Home Improvement Tax Credit, which
enhanced the existing 25C Nonbusiness Energy Property Credit. This enhancement increased federal tax
incentives for a wide range of energy-efficient home improvements, including high-efficiency gas, propane,
and oil furnaces. Under the 25C provision, incentives were raised to 30% of the project cost, up to a
maximum of $600. To qualify, furnaces must have an Annual Fuel Utilization Efficiency (AFUE) rating of 97%
or higher.

The Air-Conditioning, Heating & Refrigeration Institute (AHRI) tracks appliance shipments and reported that
3.3 million furnaces were shipped in 2020, including those for existing homes and new construction. Of
these, only 2.8% had a 97%+ AFUE rating. This market share was calculated using state shipment data from a
Department of Energy rulemaking analysis on consumer furnaces. Excluding the 520,000 gas and propane
systems installed in new homes, approximately 78,000 of the furnaces shipped in 2020 were rated at 97%
AFUE.

AHRI shipment data, combined with statistics on tax credits from the Internal Revenue Service (IRS), can
provide insight into current market trends. The IRS reported that 283,390 taxpayers claimed the $600 IRA tax
incentive for gas and oil furnaces (and boilers) on their 2023 returns. This incentive is available only for
existing homes. In 2023, AHRI reported that 3,012,135 natural gas, propane, and oil warm-air furnaces were
shipped, with 492,000 installed in new homes. Based on this, if 84% of the remaining furnaces were shipped
for existing homes, it can be estimated that at least 11% of these had a 97%+ AFUE rating. Actual shipments
in 2023 are likely higher since this analysis does not account for shipments of 97%+ AFUE furnaces that did
not apply for tax credits.

Additional Information

The Internal Revenue Service provides statistics related to the use of tax credits made available under the
Inflation Reduction Act of 2022. The data includes the number of tax returns that took advantage of the
Energy Efficient Home Improvement Credit and the Residential Clean Energy Credits available under the IRA.
The IRS data shows that 576,690 homes took advantage of the credits for natural gas, propane, and oil water
heaters, furnaces, and boilers.

Homes are using natural gas tax credits among many efficiency measures available.
Consumers are taking advantage of credits that make the most sense for them.
Energy Efficiency Home Improvement Credits Issued

[l Other Measures [ Natural Gas & Other Fuels Heat pumps

Insulation or air sealing material or system 699,440
Exterior windows and skylights 694,450
Central air conditioners 488,050

Exterior doors, most expensive door 400,070
Natural gas, propane, or oil water heaters
Natural gas, propane, or oil furnace or boilers 283,390
Heat pumps
Exterior doors, all other doors 259,630
Heat pump water heaters
Panelboards, subpanel boards, branch circuits, or feeders 93,330
Biomass stoves & boilers - 48,180
Home energy audits - 36,820

People are taking advantage of credits that make the most sense for them. People want natural gas equipment. It's often more affordable, familiar, and comfortable. The home
improvement tax credits help ensure they are making a more efficient choice. The heat pump categories include a small number of natural gas heat pumps.
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https://www.ahrinet.org/analytics/statistics/monthly-shipments
https://www.irs.gov/statistics/soi-tax-stats-clean-energy-tax-credit-statistics

To qualify for the $600 credit:

e Gas furnaces must achieve an Annual Fuel Utilization Efficiency (AFUE) rating greater than 97%.

e Gas storage water heaters must have a Uniform Energy Factor (UEF) greater than 0.81 for tanks less
than 55 gallons and greater than 0.86 for tanks 55 gallons or more.

e Tankless gas water heaters must have a UEF greater than 0.95.

Electric and gas heat pumps qualify for 30% of the project cost up to $2,000 per year.

Source: AGA Calculations, Internal Revenue Service, Air-Conditioning, Heating, and Refrigeration Institute,
Department of Energy
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Notice
In issuing and making this publication available, AGA is not undertaking to render professional or other
services for or on behalf of any person or entity. Nor is AGA undertaking to perform any duty owed by any
person or entity to someone else. Anyone using this document should rely on his or her own independent
judgment or, as appropriate, seek the advice of a competent professional in determining the exercise of
reasonable care in any given circumstances. The statements in this publication are for general information
and represent an unaudited compilation of statistical information that could contain coding or processing
errors. AGA makes no warranties, express or implied, nor representations about the accuracy of the
information in the publication or its appropriateness for any given purpose or situation. This publication shall
not be construed as including, advice, guidance, or recommendations to take, or not to take, any actions or
decisions any matter, including without limitation relating to investments or the purchase or sale of any
securities, shares or other assets of any kind. Should you take any such action or decision; you do so at your
own risk. Information on the topics covered by this publication may be available from other sources, which
the user may wish to consult for additional views or information not covered by this publication.
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