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CLEAN ENERGY

ORDER

DOCKET NOs. Q015040476,
QO15040477 and Q015091097

This Order memorializes action taken by the Board of Public Utilities (“‘Board”) at its October 15,
2015 public meeting, where the Board considered proposed changes to the Pay-for-
Performance program which is part of New Jersey’s Clean Energy Program (“NJCEP”).



BACKGROUND AND PROCEDURAL HISTORY

By Order dated June 18, 2014, the Board approved the Fiscal Year 2015 (*FY15")
Comprehensive Resource Analysis (“CRA”) which stated “... in support of the 2011 Energy
Master Plan (“EMP”) objective to transition NJCEP Energy Efficiency (‘EE") programs to
market-based financing, the work group will work with Environmental Defense Fund’'s ("EDF’s”)
Investor's Confidence Project (“ICP”) to identify programs that can adopt industry protocols and
processes necessary to develop investor-ready projects.”

Similarly, by Order dated June 25, 2015, the Board approved the Fiscal Year 2016 (“FY16")
CRA that recommended that “Staff will propose a pilot program to incorporate ICP protocols and
processes into the Pay-for-Performance Program (“P4P”) program, as an alternative compliance
path. The intent of the pilot is to develop a pool of investor-ready projects, to better understand
what, if any, is the cost of increased measurement and verification (“M&V”), and to assess the
cost and value of the data captured by through the ICP process.”

At the same agenda meeting, the Board approved the programs and budgets for the NJCEP,
including the compliance filing submitted by TRC. TRC’s compliance filing included a description
of the Commercial and Industrial (“C&1") programs it delivers, including the P4P.

P4P

To facilitate investment in energy efficiency, the EDF’s Investor Confidence Project (ICP”) has
created six (6) protocols as a standardized set of best practices for energy efficiency retrofit
projects for large, medium and small commercial and multifamily buildings. The goal of the ICP
is to reduce transaction costs by assembling existing standards and practices into a consistent
and transparent process that promotes efficient markets by increasing confidence in energy
efficiency as a demand-side resource.

Working with TRC and EDF, Board Staff developed a proposed P4P/ICP pilot program (“Pilot”)
that incorporates the ICP protocols into the P4P program. The Pilot will modify the P4P Existing
Building program because its guidelines and requirements most closely align with ICP Large
Commercial and Multifamily protocols. A description of the proposed Pilot is attached to this
Order.

The Pilot is optional, i.e. participants can choose to participate in either the existing P4P
program or the P4P/ICP Pilot, and will incorporate the ICP protocols through an alternative
compliance path within the P4P Existing Buildings program. Projects using this path must meet
the ICP protocol requirements, some of which are not currently part of the P4P program. The
goal of this Pilot is to test the value of adopting standardized protocols and greater M&V for C&l
projects, as the NJCEP seeks to increase private investment in energy efficiency in the State.

In some areas, the ICP requirements exceed the existing P4P program requirements, including
increased M&V. Therefore, an enhanced incentive structure is proposed to encourage
participation in the Pilot and to assist in offsetting the costs associated with the additional
documentation and M&V. In order to understand the persistence of savings beyond the one
year requirement of the current P4P program, Pilot participants will be eligible to receive an
additional incentive following the submittal and approval of performance data for two additional
years.
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The following table shows the existing and proposed incentive levels:

Existing P4P P4pP ~ ICP Pilot
Additional $0.05/sq. ft. up to an
Incentive #1 iwoi.nlgésgbg.max $50,000 additional $15,000 (for a maximum
! ! of $65,000)
$0.09-50.11/estimated kWh annual savings | No change
Incentive #2 | <0 90-$1.25/estimated therm annual
. No change
savings
$0.09-50.11/actual kWh annual savings No change
Incentive #3
$0.90-51.25/actual therm annual savings No change
Incentive #4 | None $10,000
Incentive #5 | None $10,000
- o -
Incentive #1 capped at 50% facility annual Increase to 75%
energy cost
Incentive #2 and #3 capped at 50% total No change
CAPS project cost (lesser of estimated or actual) &
Project cap of $1 M for electric and natural No change
gas measures, not to exceed $2 M. &

The program will accept projects into the P4P/ICP Pilot for one year. Upon the conclusion of the
Pilot, Staff, together with the Market Manager and other stakeholders, will evaluate the results.

SUMMARY OF COMMENTS

The proposed changes to the P4P program were posted on the NJCEP web site and circulated
to the EE and RE listservs for comment on or about August 18, 2015. The proposed changes
were also discussed at the June and July meetings of the EE Committee. Written comments
were submitted by: Environment New Jersey; Bright Power; Jera Systems, LLC; Bolder Energy
Engineers; and American Efficient Lighting.

All of the commenters expressed their support for the proposed Pilot. The commenters noted
that buildings use nearly 40% of all energy in the U.S. and generate more than a third of our
country’s greenhouse gases, so improving energy efficiency in buildings is critical to the clean
energy revolution. The Investor Confidence Project (“ICP”) will help transform the energy
efficiency market by streamlining transactions and increasing the reliability of projected energy
savings, helping to eliminate a significant barrier to establishing a large-scale energy efficiency
market. »

ICP’s standardization of energy efficiency projects is intended to increase deal flow and reduce
transaction costs by certifying projects that adhere to industry-accepted standards and best
practices, thereby increasing investor confidence that predicted financial returns will be realized.
New Jersey’s adoption of ICP as an alternative compliance path with enhanced incentives will
drive the industry toward these standards and help access the additional private capital
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necessary to achieve a large scale EE market. ICP will also strengthen the framework of the
P4P incentive program by providing the State with important project performance data over
three years rather than one, an important change that will better confirm the persistence of
energy savings. :

STAFF RECOMMENDATIONS

Staff has reviewed the proposed changes to the P4P program as well as the comments
received. The P4P/ICP Pilot program will support the Board’s objective of transitioning to
alternative means of financing energy efficiency and the creation of an energy services market
in the State. As noted by the commenters, the proposed pilot is intended to help transform the
energy efficiency market by streamlining transactions and increasing the reliability of projected
energy savings, with the goal of overcoming a significant barrier to establishing a large-scale
energy efficiency market. The Pilot program also provides incentives for participants to continue
monitoring project impacts for an additional two years which will provide valuable information
regarding the persistence of energy savings.

Staff has discussed with TRC the estimated impact on the budget if this change is approved.
TRC has indicated that based on current program activity levels it appears at this time that there
are sufficient funds in the P4P program budget to accommodate the proposed Pilot. Based on
the above, Staff recommends that the Board approve the Pilot.

DISCUSSION AND FINDINGS

Office of Clean Energy Staff has consulted with the Market Managers and the Program
Coordinator in developing the proposed Pilot program set out above, and discussed it at the
monthly public meetings with the EE committee to receive comments and input. In addition,
Staff posted the proposed modifications on the NJCEP web site and circulated them to the EE
and RE listservs for comment. Accordingly, the Board HEREBY FINDS that the process utilized
in developing the proposed modifications was appropriate and provided stakeholders and
interested members of the public the opportunity to comment.

Staff considered public stakeholder input as well as the comments of the Market Managers and
Program Coordinator and believes the program modifications discussed above will deliver
significant benefits to the State. Staff recommends approval of the P4P/ICP Pilot program.

The Board has reviewed Staff's recommendations regarding the proposed medifications to the
P4P program as well as comments submitted by other interested public stakehoiders. The
Board HEREBY FINDS Staff's recommendations to be reasonable. Therefore, the Board
HEREBY APPROVES Staff's recommendation to implement the P4P/ICP Pilot program
attached hereto.
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This order shall be effective on October 25, 2015.
BOARD OF PUBLIC UTILITIES
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Pay for Performance - Investor Confidence Project Pilot Program Description

Background

To facilitate investment in energy efficiency, Environmental Defense Fund’s (EDF) Investor
Confidence Project (ICP) has created six (6) protocols as a standardized set of best practices for
energy efficiency retrofit projects for large, medium and small commercial and multifamily
buildings. The goal of the ICP is to reduce transaction costs by assembling existing standards
and practices into a consistent and transparent process that promotes efficient markets by
increasing confidence in energy efficiency as a demand-side resource.

Working with TRC, the NJ Clean Energy Program’s (NJCEP) Commercial and Industrial (C&I)
Market Manager, and EDF, Board staff is proposing a pilot Pay for Performance-Investor
Confidence Pilot Program (P4P/ICP) that incorporates these protocols into New Jersey’s Clean
Energy Program (NJCEP). This Pilot will focus on the NJCEP’s Pay for Performance (P4P)
Existing Building program because its existing guidelines and requirements most closely align
with ICP Large Commercial and Multifamily protocols.

This Pilot will incorporate these protocols through an alternative compliance path within the P4P
Existing Buildings program. Projects using this path must meet the ICP protocol requirements,
some of which are not currently part of the P4P program. In turn, these projects will be eligible
for an enhanced incentive structure. The goal of this Pilot is to test the value of adopting
standardized protocols and greater measurement and verification (M&V) for C&I projects, as the
NJCEP seeks to increase private investment in energy efficiency in the State.

The program will accept projects into the P4P/ICP Pilot for one year. Upon the conclusion of the
Pilot, the BPU, together with the Market Manager and stakeholders, will evaluate the results.

Program Description

TRC and EDF have reviewed both the ICP protocols and P4P Existing Buildings program
guidelines at length and determined that P4P aligns well with the ICP’s Large Commercial and
Large Multifamily protocols. This comparison identified gaps between current NJCEP P4P
guidelines and requirements, and ICP protocols. These gaps are detailed in the attached Gap
Analysis document, in the “P4P MODIFICATION REQUIRED” column.

Due to these gaps, it is proposed that a Pilot be developed as an alternative compliance path
within the existing P4P program and tested over a one year period. In response to the additional
work that will be required of program partners and customers who choose the alternative
compliance path, the Pilot provides additional incentives as detailed below.



Pilot Program Goals
In launching the P4P/ICP program, the pilot seeks to

¢ Successfully incorporate ICP protocols into the NJCEP P4P Existing Buildings Program
with minimal disruption to the current Program and its stakeholders, while facilitating
access to private financing and projects through a more robust marketplace for energy
efficiency services.

o Through the EDF-ICP Investor Ready Energy Efficiency (IREE™) protocols, provide to
building owners and potential investors increased confidence in energy and energy cost
savings. A secondary benefit is to test the market for the value of achieving the ICP
IREE certification as a means to streamline financial underwriting.

Target Market and Eligibility
Pay for Performance Existing Building customers and contractors.

Program Offerings and Incentives

In some areas, the ICP requirements exceed the existing P4P program requirements; therefore an
enhanced incentive structure will be utilized to encourage participation in the pilot and to assist
in offsetting additional costs.

Additionally, in order to encourage persistence of savings beyond the one year requirement of
the current P4P program, Pilot participants will be eligible to receive an additional $10,000 per
year for continuing to monitor project performance for two additional years and for the submittal
and approval of Incentive #3 performance data one year and two years subsequent to the
approval of incentive 3.

This incentive is based upon submission and approval of annual performance data and ongoing
on-site M&V and shall follow the format of incentive #3 reporting (post construction



benchmarking report). This reporting will identify whether savings achieved in year 1 continue
into years 2 and 3. Customers are eligible for incentives #4 and #5 based upon submittal and
approval of data only. Incentive payments are not tied to savings achieved beyond year 1.

This additional data will assist in the evaluation of whether to incorporate the additional
requirements of ICP into the P4P Program permanently and to better understand the long-term
performance of these projects.

Existing P4P P4P - ICP Pilot
$0.10/sq. ft. Additional $0.05/sq. ft. up to additional
Incentive #1 | min $5,000 max $50,000 $15,000 (for a maximum of $65,000)
$0.09-50.11/estimated kWh annual
. savings No change
Incentive #2 $0.90-51.25/estimated therm annual
savings No change

$0.09-50.11/actual kWh annual savings | No change

Incentive #3 | ¢0.90-$1.25/actual therm annual

savings No change
Incentive #4 | None $10,000
Incentive #5 | None $10,000

Incentive #1 capped at 50% facility

annual energy cost Increase to 75%

Incentive #2 and #3 capped at 50% total
project cost (lesser of estimated or

CAPS actual) No change

Project cap of $1 M for electric and
natural gas measures, not to exceed $2
M. No change

Program Deliverables

The program deliverables are consistent with those found in the FY 16 Pay for Performance —
Existing Buildings compliance filing. In addition to those deliverables, this Pilot project will
result in the collection of additional M&V data from participating customers and contractors and
allow BPU staff to determine whether those requirements of the ICP protocols currently not part
of the existing NJCEP P4P should be permanently incorporated into the P4P program.

Program Budget
This Pilot will be completed with no change to the current P4P budget.

Quality Control Provisions

A goal of the ICP is to develop industry standards and a third party credentialing system whereby
individuals are trained to manage the engineering oversight, administration and Investor Ready
Energy Efficiency (IREE™) approval. The EDF/ICP team (contracting with Bolder Energy




Engineers, a credentialed ICP Quality Assurance Provider) will assume this responsibility and
conduct the ICP Quality Assurance (QA) items identified in the Gap Analysis, as well as the
IREE™ certification for the first ten projects of this pilot.

IREE™ refers to and provides information about energy efficiency retrofit projects that conform
to the requirements of the ICP Energy Performance Protocols, and that have been originated by a
credentialed Project Developer or Specialist and verified by a credentialed Quality Assurance
Provider.

The ICP QA provider reviews the IREE submittal and if all requirements are met, certifies the
project by attesting that the standard has been met and that an applicant may use the IREE™
logo on any and all project documentation. Whether or not the standard makes a project credit-
worthy is determined by a lender.

Program Evaluation

Upon the completion of this P4P/ICP Pilot, the BPU will evaluate the results of the alternative
compliance path, and the data collected, to determine whether ICP protocols provide added
benefits, including but not limited to:

Standardizing and streamlining the application process

o Accelerating project underwriting and facilitating market-based financing of EE in NJ
e Increasing participation in C&I EE projects
e Confirming the persistence of project savings

Delivery Method

This Pilot will be managed by TRC/NJCEP Program Administrator, with EDF’s ICP contractor,
Bolder Energy Engineers, issuing the IREE™ certification. Additional Resources

For information regarding the Pay for Performance Existing Building Program please refer to
pages 49-50 of the Commercial and Industrial Energy efficiency Program Compliance Filing
found at:

TRC Filing, June 2015

For Additional information about the ICP Program, please refer to the i¢




Attachment A: Gap Analysis

# l ITEM { P4P MODIFICATION REQUIRED Market Manager QA l EDF / ICP QA Provider
BASELINING
Utility rate structure input to be added to 'Utility
Utility rate Info' tab of the ERP. Require to be used in
1 tructure model. Energy cost savings of each measure | Part of ERP Review. Optional review.
strd to be derived from each modeled measure run
and input into 'Measure Simulation’ table.
Annual load kW input column to be added to 'Electric Totals'
2 and ‘Utility Use Summary' tab of the ERP. N/A | Part of ERP Review. Optional review
profile : :
for 'Elec Apts'.
SAVINGS CALCULATIONS
Requirement to be added to Initial P4P
Application to specify intended modeler and
their qualifications, which must meet ICP Part of Application and ERP
3 Modeler protocols. Input to be added to the Project Review. Will then be Confirm credentials comply with
credentials Team section of the 'General Project provided to ICP for review ICP protocaols.
Information’ tab of the ERP that asks user to and acceptance.
specify who performed the modeling and their
credentials which must meet ICP protocols.
Column to be added to 'Measure Simulation’
table of the ERP that provides drop down on
Cost cost source used on project by Partner (e.g. RS : , .
4 estimates Means, Previous Experience, Manufacturer, Part of ERP Review. Optional review.
Developer, Contractor, Bid Results, Cost
Estimator Software).
DESIGN, CONSTRUCTION & VERIFICATION
A concise Operational Performance Verification :?Z\gsecwrit?e z\{hza(;;\g 22;3;;?&
et SR Mt
5 | OPV Plan . yste ' major p quipment | \ya performance indicators
in the project and will define all of the associated with the proiect and
procedures, tests to be performed, and a individual proj IcP
erformance checklist. ndividual measures per
P protocals.
Column to be addeq to Installation Report titled ;Zcigxn?éagaxﬁlnnggﬁ Review and approve Repqrt per
6 | OPV Report Equipment Operating and Performing as post-construction inspection OPV Plan, and any associated

Expected” with Y/N option and space for any
notes.

to verify said equipment is
installed.

supporting documentation per
ICP protocols/specifications.




Column to be added Installation Report titled
"Equipment Training Completed” with Y/N/NA
option. Evidence of training must be submitted.
Training required for HYAC/mechanical related

Part of Installation Report

Review and approve Training
Plan (part of OPV Plan) per ICP
protocols/specification. Review
that training was completed and

7| Training measures, including controls. Lighting, Review. documented, and covered the
envelope, and appliance training is required as measures. May include
applicable, for example, advanced lighting conducting interviews with
controls would require training. building operators.
Systems Manual to be submitted with
Installation Report. Manual will provide more . Review new or revised Systems
8 hSA);sgig}s detail for HYAC/mechanical measures and gzztig;llnstaﬂatlon Report Manual and approve per ICP

advanced controls but inclusion of all measures
is required.

protocols/specifications.

OPERATIONS, MAINTENANCE & MONITORING

Supplemental M&V plan to be developed and
submitted with ERP, updated version if
necessary to be submitted with Installation
Report. Should include facility baseline
variables as stated in the ERP, with
contingency plan on how to deal with them

Review the M&V plan per ICP
protocols/specifications,
including but not limited to key

ALL should they fluctuate. Additionally, list variables, OM&M procedures,
9 | Components | equipment points to be monitored that could Optional review. FDD, RCx, or other monitoring
of ICP have impact on savings if not properly methods, operator's manual, and
maintained, such as temperature setbacks, training plan. Review monitoring
combustion efficiencies, etc. Detail a response and response results quarterly (if
plan for such issues. Document monitoring and available)
response results quarterly and submit along
with Incentive #3 documentation. Quarterly
submittals optional.
OTHER
Supplemental ICP form to be submitted with , ) . :
ICP ’ . Do Completed as part of ICP compliance review above, including
10 Compliance f)écgect prior to approval (certification at end of items reviewed as part of the P4P QA process.
protocol).
ICP QA g
11 | Credentialed ﬁg&gf Staff/ QA Provider
Provider
0 'ngv%’; r Completed by EDF ICP Staff /
Checklist QA Provider Network
13 IREE™ Awarded by EDF ICP Staff /
Certification QA Provider Network




