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Partner Conference Call Minutes
November 21St, 2012 10:00-11:00am (EST)

1. Program Statistics

A. Application Status EB & NC:

i. 460 projects submitted to date

245 approved
15 are under review
Remaining are expired/rejected.

ii. Applications Approved by Building Type:

B. ERP Status

Multifamily (Market & Affordable) — 77
K-12 Schools — 65

Commercial Office Space — 30

Medical Centers/Hospitals/Nursing Homes — 17
Industrial/Manufacturing — 10
Colleges/Universities — 12

Municipal Government Buildings- 9
Warehouses/Storage — 7
Supermarkets — 4

Water Treatment Plants - 4
Hospitality/Casino/Convention — 3
Datacenter —2

Sports/Recreational Facilities — 3
Religious Institutions — 2

i. 198 EB ERPs submitted

120 approved

10 at AEG/BPU for final approval
52 under review

16 expired/cancelled/rejected

ii. 12 NC Draft ERPs submitted

11 approved; 1 rejected

iii. 14 NC Proposed ERPs submitted

8 approved



{
—

New Jersey’s

Clean Energy

PROGRAM

@ TRC

njcleanenergy.com

New Jersey Board of Public Utilities
Office of Clean Energy

e 1 at AEG/BPU for final approval
e 5under review.

C. Installations
i. EB: 70 Installation Reports received
e 52 of which have been Approved for 2" incentive
e 1rejected
e Remaining under review/out on post-inspection

ii. NC: 2 As-Built ERPs submitted
e Both under review.

B. Post-Retrofit Verification (EB) or Cx Reports (NC)
i. 12 Post-Retrofit reports received.
e 4 approved. All exceeded projected savings.
e 8 under review.

ii. 2 CxReports received — part of the 2 As-Built submittals above.

D. CHP/Fuel Cell Status
i. 17 CHP applications submitted & 1 Fuel Cell

e 10 approved

e 1 at AEG/BPU for approval
e 5 CHP project under review
e 2 cancelled

E. Current Commitments + Expenditures through 12/31/2012*
i. P4P Existing Buildings ~ $32.4 million
e Budget through June 2013: $50 million

Q: How much incentive dollars are under review?
A: 1 don’t have an exact number, but we average about $350,000 incentive per ERP
approved, and right now we have about 15-20 ERPs that will likely get approved in the short

term.

ii. P4P New Construction ~$2.7 million
e Budget through June 2013: $7.6 million

iii. CHP/FC~ $2.3 million
e Budget through June 2013: $17 million

*Does not include projects under review, not yet approved/committed.
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2. General Announcements
A. 2013 Program Information:
i. 2012-June 2013 program budgets are approved. See attached (page
30-33). All C&I programs are budgeted through June 30", 2013 except
for
e Large Energy Users Program — suspended
e EDA’s Revolving Loan Fund - suspended

ii. 2013 program changes — complete list posted on NJCEP website and
attached with agenda.

No changes for P4P programs at this time. CHP saw a change in the warranty requirements,
which went from 5 years to 10 years. This change is only applicable to applications received
after November 20", 2012. SmartStart is going to see some significant changes in the lighting
and motors incentive. This change is not currently carrying over to P4P or Direct Install, but
may in the future.

iii. SBC Credit Program — program is approved as per attached board
order. Program rules, procedures, applications, etc. under
development.

Q: What type of customer is this program meant to benefit?

A: Technically the SBC Credit Program is open to all C&I customers that pay SBC through
their utility bill. But | envision that the largest energy users, those who pay the most into SBC
and typically spend a lot of money each year on upgrades, will benefit most. But medium to
large size customers may also benefit. It really depends on the size of the project and the
SBC amount they contribute. Keep in mind the SBC credit is capped at 50% of project cost up
to 50% of annual SBC contribution. If the credit exceed the 50% contribution cap, it can be
collected for up to an additional 10 years until fully paid out.

Q: Is this program good for schools?

A: It may be. Right now the BPU needs to put together the rules and guidelines for this
program. Currently, they do not want to aggregate accounts from different buildings to avoid
an administrative nightmare. But if a case can be made to aggregate the SBC contribution of
a large school district then it may be worthwhile financially.

iv. Future program administrator — not yet selected.

3. Updates
A. Updated SAVINGS VERIFICATION TOOL and MODEL CALIBRATION TOOL
available on partner portal. Accept utility data through 01/06/2013.
i. Portal: http://www.njcleanenergy.com/p4p-portal-login and the case
sensitive password is: tRP47px
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Please make sure you are using the latest version of these tools. In addition to updating the
weather dates, we also try to fix various bugs.

B. Updated partner listing (PDF and Excel) have been posted to NJCEP website.
Data in search function currently being updated.

This is now done.

4. Reminders!

A. Linkedin:
i. “NJ Pay for Performance Partner Network” group has been

established on Linkedin to facilitate communication between partners.
If you are not yet a member, please search for the group and request
to join. You must register for a free Linkedin account first at

www.linkedin.com

5. Q&A
A. Forward all future questions and points you’d like to discuss to

P4P@trcsolutions.com

Next Partner Conference Call will be
Wednesday, February 27", 2012
10:00-11:00am (EST)
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The NJ Board of Public Utilities has approved the following changes to the New Jersey Clean
Energy Program:

Effective January 1, 2013

Eligibility for a Local Government Energy Audit will be limited to schools that will implement the
audit recommendations as part of an Energy Savings Investment Plan (ESIP), which provides for
energy related improvements to be financed with the value of energy savings resulting from the
project.

New Jersey SmartStart Buildings incentives will be eliminated for existing compact fluorescents
(screw-in PAR, new fixtures) and LED exit signs in existing buildings. A new halogen baseline will
be implemented for calculating program energy savings in lieu of current 100W and 75W
incandescent lamp baselines.

For Combined Heat & Power projects up to 1 MW, the five year warranty and fifteen year lease
agreement language will be modified such that systems installed must be covered by a warranty
of ten years or a 10-year service contract.

Large Energy Users Pilot will be temporarily suspended as of January 1, 2013. Customers
participating as of that date will be permitted to proceed under the existing program.

The NJ Economic Development Authority (EDA) Energy Efficiency Revolving Loan Fund (EERLF)
will be suspended.

Effective March 1, 2013

New Jersey SmartStart Buildings prescriptive lighting incentives will be eliminated for existing
T12 fixtures. The Retrofit savings baseline will shift from T12s to T8s.

New Jersey SmartStart Buildings incentives will be eliminated for premium efficiency motors.
Motors with greater than 200HP will continue to be handled under the custom measures path
while fractional HP electronically commutated motors (ECMs) for refrigerated/freezer cases will
be moved to a prescriptive Refrigeration Controls/Motors application.

Clarification Note: Applications for motor and T12 lighting incentives will be accepted through close of
business February 28, 2013. Approved applications will have the standard timeframe of one year from
the program commitment date to complete the installation.
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CLEAN ENERGY

IN THE MATTER OF COMPREHENSIVE ENERGY
EFFICIENCY AND RENEWABLE ENERGY RESOURCE
ANALYSIS FOR THE 2009 - 2012 CLEAN ENERGY
PROGRAM:

ORDER

REVISED 2012 PROGRAMS AND BUDGETS; AND
INITIAL 2013 PROGRAMS AND BUDGETS

DOCKET NOS. EQ07030203
& EQ11100631V

Parties of Record:

Joe Gennelio, Honeywell Utility Solutions

Diane Zukas, TRC Energy Services

Michael Ambrosio, Applied Energy Group
Lawrence Sweeney, Jersey Central Power & Light
Timothy White, Atlantic City Electric

Holly Thompson, Orange & Rockland Utilities
Bruce Grossman, South Jersey Gas Company
Susan Ringhoff, Public Service Electric & Gas Company
Tracey Thayer, New Jersey Natural Gas

Mary Patricia Keefe, Elizabethtown Gas Company
Stefanie A. Brand, Director, Esq., Rate Counsel
BY THE BOARD:

This Order memorializes action taken by the Board of Public Utilities (“Board”) at its November
20, 2012 public meeting, where the Board considered revisions to the 2012 programs and
budgets and initial 2013 programs and budgets for New Jersey's Clean Energy Program.

BACKGROUND AND PROCEDURAL HISTORY

On February 9, 1999, the Electric Discount and Energy Competition Act, N.J.S.A. 48:3-49 et
seq. ("EDECA’) was signed into law. EDECA established requirements to advance energy
efficiency and renewable energy in New Jersey through the societal benefits charge. N.J.S.A.
48:3-60(a}(3). EDECA further empowered the Board to initiate a proceeding and cause to be
undertaken a comprehensive resource analysis (“CRA") of energy programs, which is currently

! The budgets approved in this Order are subject to State appropriations law.



referred to as the comprehensive energy efficiency (“EE") and renewable energy (“RE”)
resource analysis. |bid. After notice, opportunity for public comment, public hearing, and
consultation with the New Jersey Department of Environmental Protection (‘DEP"), within eight
months of initiating the proceeding and every four years thereafter, the Board determines the
appropriate level of funding for EE and Class | RE programs that provide environmental
benefits above and beyond those provided by standard offer or similar programs in effect as of
February 9, 1999. These programs are now called New Jersey's Clean Energy Program (the
"NJCEP").

By Order dated April 27, 2007, Docket No. EQ07030203, the Board directed the Office of Clean
Energy (“OCE” or "Staff”) to initiate a third comprehensive EE and RE resource analysis
proceeding and to schedule public hearings on program funding and funding allocations for the
years 2009 through 2012. By Order dated September 30, 2008 (the "CRA Hli Order”), Docket
No. EQ07030203, the Board concluded this proceeding and set funding levels of $245 million
for 2009, $269 million for 2010, $319.5 million for 2011, and $379.25 million for 2012. By Order
dated December 20, 2011, Docket Nos. EQ07030203 and EO11100631V, the Board approved
2012 programs and budgets for the NJCEP (“2012 Budget Order") as well as the compliance
filings of Honeywell International, Inc. (“Honeywell”), TRC, Inc. (“TRC"), the OCE, and the
electric and gas utilities (collectively referred to as “the Utilities”). The compliance filings
included program descriptions and detailed budgets for each program.

2012 Budget True-Up

The 2012 Budget Order included estimated carry over of unspent funds from previous years,
plus anticipated new funding of $379.25 million as set out in the CRA HI Order, less $52.5
miltion allocated to “Legislative Action” as required by State legislation. In addition, a significant
portion of the overall 2012 budget includes funds to pay rebates and other commitments made
by the NJCEP in prior years.

The manner in which the NJCEP operates is that an approved commitment is frequently made
in one year and paid after construction is completed and inspected in a subsequent year. The
current commitments to pay the approved rebates once a new Energy Star home is constructed
or new CHP system is installed, for example, were approximately $136 million as of June 30,
2012. Other programs pay rebates upon installation or purchase of equipment and do not have
commitments for payments at a future date.

The Board establishes annual budgets based on estimated expenses for the previous year.
Once actual expenses are known, the Board has historically issued a revised budget Order to
“‘true up” any differences between actual and estimated expenses. As has been the Board's
practice, the 2012 Budget Order relied on estimates that would require “true up” at a later date.

Carry over represents unspent funds from a previous budget that carry forward to the next
year's budget. Estimated 2011 expenses were developed in September 2011 and differences
between estimated and actual expenses reflect both changes in market activity and
commitments that were expected ta be completed in 2011, but carried forward into 2012.
Actual 2011 carry over is calculated by deducting actual 2011 expenses from the Board
approved 2011 budgets.

The tables below show the final 2011 budgets approved by the Board; actual 2011 expenses
and carry over, the estimated 2011 carry over that was used to develop initial 2012 budgets;

2 BPU DOCKET NOS. EQ07030203
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and the difference between the actual and estimated carry over for the EE, RE, Economic
Development Authority (“EDA”} and QCE Oversight budgets, which is referred to as “Additional

Carry Over”:
2011 Energy Efficiency Program Budget
NJBPU Actual Actual Estimated 2011 Difference =
Approved 2011 201 Carryover from Additional
2011 Budget Expenses Carry Over 12012 Budget Order Carryover
Programs (2} (k) (e) = (a) - () {d) (e} = {c) - (d)

Residential EE Programs
Residential HVAC - Electric & Gas $22,724 583.98{ $19,823,078.40 $2,801,505.58 $1,622693.44 $1,176.812.14
Residentiat New Construction $19,943,969.50 $7,039,315.47 | $12,904,654.03 $7,533,309.24 $5,371,344.79
Energy Efficient Products $18,193,381.04 [ $16.643,830.81 $1,540,450.43 $385,143.78 $1,154,306.65
Home Performance with Energy Star $29,760,156.05 | $15266,819.30 ¢ $14,493,336.75 $9,173,162.69 $5,320,173.96
Residential Marketing $1,309,984.00 $1,111,985.10 $197,998.80 $87,475.13 $110,523.77
Sub Tofal Residential $91,932,074.57 | $59,985,128.88 | $31,946,945.69 $18,811,784.48 $13,135,161.24
Residential Low Income

Comforf Partners $30,829,308.11 |  328,405,761.97 $2,423,546.14 $0.00 $2,423 546.14
Sub Total Low-income $30,829,208.11 |  $28,408,761.97 $2,421,548.14 56.00 §2,423,546.14
&l EE Programs
C&l New Construction 36,867, 143.41 $2,387 636.95 $4,479 506.46 $3,765,517.15 $713,889.31
C&l Retrofit $45,899,461.30 | $15,6687,501.92 | $30,201,945.38 $26,945 245.93 $3,286,702.45
Payfor-Performance New Construction | $7,471,645.96 $478,711.08 36,802,934 88 $6,810,817.58 $182,117.30
Pay-for-Performance $43,356,701.50 $5,023,091.48 |  $38,332,610.02 $37,498,618.40 $833,991.62
CHP $1,002,122.83 30.00 $1,002,122.83 $1,002,122.83 $0.00
Local Bovernment Energy Audit $9,115,170.97 $3,493,179.00 $5,621,891.97 $5,761,675.22 {5139.683 25)
Direct install $35,896,150.92 | $21,733,218.78 | $14,162,932.14 $14,337,218.14 {$174.286 00)
TEACH $6862,829.50 $121,5688.50 $561,230.00 $0.00 $561,230.00
Markating §1,075,000.00 $1,082,330.79 $12,669.23 $0.09 $12,669.21
Large Energy Users Pilot $20,000,000.00 $71,586.10 [ $19,928,403.90 $19,895,000.00 $33,403.90
Multi-Family Financing Pilot $10,000,000.00 £0.00} $10,000,000.00 $10,000,000.00 $0.00
Sub Total C&1 $181,365,216.39 | $50,088,865.60 | §131,206,350.79 $128,016,116.25 $5,280,234.54
Other EE Programs
Green Jobs and Building Code Training| $678,853.10 $195,895.63 $482,957.47 $195,429.97 $287,527.50
Competitive Grant/Loan Solicitation $20,000,000.00 $0.00 | 320,000,000.00 $20,000,000.00 $0.00
Sustainable Jersay $1,070,000.00 $380,148.11 $689,850.80 $370,000.00 $319,850.89
Sub Total Other Energy Efifciency
Programs $21,748,853.10 $576,044.74 | $21,172,808.36 $20,565,429.97 $607,378.39
Total Energy Efficiency $376,875,452.17 | $135,035,801.19 | $186,839,650.98 $165,393,330.70 §21,445,320.28 ]
True Grant | s25,000000.00 | $3,210125.71 | $21,789,874.28 |  $14,374500.00 |  $7,415,374.20 |

BPU DOCKET NOS. EQ07030203
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2011 Renewable Energy Program Budget

Renewable Ensrgy Programs NJBPU Actual Actual Estimated 2011 Differance =
Approved 2011 2011 Carryover from Additional
2011 Budget Expenses Carry Over | 2012 Budget Order|  Carry Over
Existing Programs {a} (b) (e} = {a) - (b) (d) (8)={c}-{d)
Customer On-Site Renewable Energy $22,623,67418| $13.139,812.24 $9,483,861.97 $4,150,000.00 $5,333,861.97
Clean Power Choice $68,400.00 $26,208.40 $38,190.60 $34 854,67 $4,235.93
Offshore Wind §11,070,283.00 |  $2,633,241.00 $8,437 042.00 $8,018,408.00 $418,634.00
Renewable Energy Program: Grid Connected
(Formedy REDI) $11,282.831.73 $0.00]  $11282.831.73 $10,922,831.73 $360,000.00
Renewable Energy Incenlive Program $41.612455101  $21,336.854.39]  $26.275,500.71 $14,233,396.05 $6,042 210,66
Edison Innovation Clean Energy Fund fformerly CST) $3,655277.00( 91,824,234 50 $1,831,042.40 $1,671,836.75 $159 705.65
TOTAL Renewables $90,312,804.01 | $38,963,321.80 |  $51,340,569.44 $39,034,421.20 $12,318,148.4
2011 EDA Program Budget
EDAPROGRAMS
Edison lnovation Clean Energy Manifacturing Fund $35634,153.38 | $5,915M7.00|  $29,719,136.38 $28,019,136.38 $700,000.00
Edisen Innowation Green Growih Fund (EIGGF) $4,000,000.00 $60,000.60 $3,940,000.00 $3,940,000.00 $0.00
EE Rewising Loan Fund {EERLF) $18,000,000.00 $380,000.00 $17 640,000.00 $17,640,000.00 $0.00
TOTAL EDA Programs $57,604,163.38 | $6,335,017.00 |  $51,209,136.38 $50,559,136,38 $700,000.06
2011 OCE Oversight Budget
NJBPU Actual Actual Estimated 2011 Difference =
Approved 2011 2011 Carryover from Addiional
2011 Budget Expenses Carry Ovar | 2012 Budget Ordar| Camry Ovar
{a) {b) ic} = (a) - (0} i) {8}={c) - (d)
QCE ADMINISTRATION AND GVERHEAD
OCE Staff and Overhead $1.477,468.04 | 31,393 247.55 $84,251.40 $481.83 $83,758.66
Pragram Coordinatar $2,067,983.00 1 $51,872.038.25 ] $195,944.75 $83,537.25 §132,407 50
Sub-Total: OCE Administration and Overhead §3,545,482.04 | $3,265,2a5.80 | $280,196.24 $64,029.08 $216,167.16
MEMBERSHIPS-DUES
Clean Energy States Alliance $25,000.00 $0.00 $25,000.00 $25,000,00 $0.00
Consortium for Energy Efficiency $133.817.00 | $131,196.00 $2,621.00 $0.00 $2,621.00
SubrTotal: MembershipsDues $188,817.00 | $131,196.00 $21,621.00 $25,000.00 $2,621,00
OCE EVALUATION AND RELATED RESEARCH
Rutgers-CEEEP $1,308,415.71 $387,802.07 | $920,613.64 $520,613.64 $400,000.00
Funding Reconcilialion $21,055.00 $0.00 $21,055.00 $0.00 $21,055.00
0&M Scoping Study/Online Academy $450,000.00]  $391,097.80 $58,802, 11 $2.23 $58,860.58
Other Studies $44,566.75 $0.00 $44,686.75 $44,566.75 $0.00
Prograrn Eveluation $1,351,778.65 |  $156,203.10 | $7,195,488.55 $351,779.65 $843,706.60
Financial Audits $498,162.35 $0.00 |  5498,162.35 $498,162.35 $0.00
Sub-Total: Oce Evaluation And Refatad Rescarch §3,673,079.45 1 593519306 | $2,738,788.40 $1,415,124.62 | $1,323,661.78
OCE MARKET AND COMMUNICATIONS
Qutreach and Education/Community Partner Grants $122,772.31 $0.00 $122,772.34 $22,772.31 $100,000.00
Sub-Total: Oce Market And Communications $122772.31 $0.00 $122,772.31 $22,772.4 $100,000.00
TOTAL $7,501,060.81 | $4,331,574.86 | $3,169,375.35 $1,526,926.01 |  $1,642,449.94

The additional Carry Over shown in the tables above is equal to $43,522,292.72. These funds
are available to add to the 2012 NJCEP budget.

BPU DOCKET NOS. E007030203
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Additional 2012 Funding

The 2012 budget approved by the Board included estimated EDA program revenues of
$51,293.44 from interest payments and repayment of loans or grants. Actual EDA revenues
were $88,643.78 which is $37,350.34 more than the estimated revenues used to develop the
2012 budgets. The EDA budget was increased by this amount to reflect the higher level of
revenues,

The 2012 budget approved by the Board included estimated interest on the funds held in the
Clean Energy Trust Fund (“Trust Fund”) of $652,396.37. However, in November 2011 the New
Jersey Department of Treasury (“Treasury’) reported than an additional interest payment of
$5,915,864.32 was credited to the Trust Fund. The additional Trust Fund interest plus the
$43,622,292.72 in Additional Carry Over equais $49,438,157.04. These funds are available to
add to the NJCEP budget.

Legisfative Action

In the 2012 Budget Order the Board approved a total NJCEP budget of approximately $598
million. In addition, the 2012 budget Order accounted for an additional $52.5 million that was re-
allocated as a result of legislative action. Specifically, in the 2012 Budget Order the Board
noted that:

“...legislative action requires Staff to revise the proposed EE and RE funding
allocations included as guidance in the CRA HI Order for the 2012 NJCEP.
Specifically, in the Fiscal Year 2012 Appropriations Act, the Legislature
transferred $52.5 million from the Clean Energy Trust Fund to the General
Fund. L. 2011, c. 85, see Appropriations Handbook at B-199, B-204 and B-
205. Thus, $52.5 million from the Clean Energy Program Trust Fund is no
longer available for 2012 Clean Energy Programs. As a resuit of this legislative
action, the OCE developed revised funding allocations for use in developing
proposed 2012 program budgets.”

[Iln the Matter of Comprehensive Energy Efficiency and
Renewable Energy Resource Analysis for the 2009-2012 Clean
Energy Program: 2012 Programs and Budgets, Docket Nos.
EOQ07030203 and EO11100631V, at 31 (December 20, 2011.]

Subsequently, under the Supplemental Appropriations Act for FY 2012, P.L. 2012 c.1 2, the
legislature appropriated an additional amount not to exceed $200,000,000 from the Clean
Energy Trust Fund for transfer to the General Fund as State revenue. This appropriation
required the Board to reduce the 2012 budget by $200,000,000, which resulted in a 2012
NJCEP funding level of $179,250,000. Further, pursuant to the Appropriations Act for FY 2013,
P.L. 2012, c. 18, the legislature appropriated an amount not to exceed $131,500,000 from the
Clean Energy Trust Fund for transfer to the General Fund as State revenue. This appropriation
will impact the available funding for the 2013 NJCEP budget. The budgets set out below reflect
these two additional appropriations.

Proposed 2013 Six Month Funding Level

The CRA 1l Order referenced above set funding levels for the years 2008-2012. By Order
dated Qctober 7, 2011, Docket No. E011050324V, the Board established a procedural
schedule for its fourth CRA proceeding (‘CRA IV"). In this Order the Board requested
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comments on a number of issues related to setting the NJCEP funding levels for the years
2013-20186.

The OCE has long recognized the benefits of aligning the NJCEP budget period with the
State’s fiscal year (FY) i.e., having the NJCEP budgets run from July 1% to June 30" each year
instead of setting calendar year budgets. These benefits include eliminating the need fo create
half-year budgets and greater administrative efficiency.

Based on the above, the OCE proposed that the 2012 funding levels established by the Board
in its CRA Il Order be continued for the first six months of 2013 and that the ongoing CRA IV
proceeding be modified to set funding levels for the subsequent four fiscal years commencing
in July 1, 2013. This adjustment will align the NJCEP budget period with the State’s fiscal year.

The table below shows the 2012 funding levels and utility NJCEP payment schedule approved

by the Board in its CRA IlI Order which total $194,804.019 for the period January through June
2012,

2012 Monthly Utility Funding Levels from Board 2008 CRA Il Order

2012 Jan Feb Mar Apr May Jun Total
ACE $2,642,572] $2,680,833] $2,700,068] $2,428,087] $2,447 202 $2,757,545; $15,656,397
JOP&L $5,914,365] $6,000,659] $6,447,282| 35 561,839 $5,416,834| $6,334,092| $35,675,171
PS-Electric | $11,974,398] $11,239,282] $11,649,423| $10,858,443 $11,540,798| $12,935,173| $70,198,517
RECQ 3445 204 $442,739 $429,409 $397,764|  $390,288 $489,585| $2,595,049
NJUN $2,374,681| $2,682,086] $1,960,255] $1,445,803 $835,250 $541,046| $9,839,121
Etown $1,522,090| $2,327,320( $2,033,258] $1,498,540] $1,0989,719 $937,393] $9,418,321
PS-Gas $5,670,040] 310,754,629[$10,474,638] $5,987,560| $4,511,579 $2,528,870; $43,927,316
SJG $1,697,118] $1,881,580] $1,410,598| $1,103,501 $804,958 $506,352( $7,494,127
Total $36,240,468| $38,009,198f $37,104,932| $29,282 537 $27.046,828| $27,120,056| $194,804,019

The OCE proposed that the utilities submit SBC Clean Energy payments® to the NJCEP fiscal
agent on the same schedule for the first six months of 2013 as they did for the first six months
in 2012. Therefore, absent legislative action, the initial funding level for the first six months of
2013 would be $194,804,019. Given the FY13 appropriation of $131,500,000 from the NJCEP,
however, OCE proposed to deduct that amount from the proposed 2013 six month funding
leaving a balance of $63,304,019.00 available for allocation to programs.

The OCE coordinated with the Market Managers, the NJCEP Program Coordinator and other
stakeholders to develop proposed modifications to the 2012 NJCEP budgets as well as initial
budgets for the first six months of 2013. During those discussions it was determined that
developing an 18 month budget for this period would be more efficient than developing a
revised 2012 budget and a six month 2013 budget.

2 The Societal Benefits Charge (*SBC”) includes funding for several Board approved social programs
including nuclear plant decommissioning costs, manufactured gas plant clean-up costs, universal service
fund, lifeline funds, consumer education funds, uncollectable payments and demand side management
funds (now call clean energy funds). The Clean Energy component of the SBC, as noted in the 2011
Energy Master Plan, was approximately 44% of the total
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Budget Reductions

The 2012 Additional Carry Over shown in the tables above plus the additional Trust Fund
interest total $49,438,157.04. Historically, this amount would have been available to allocate to
programs. However, given the FY12 appropriation of $200,000,000 noted above, Staff is
proposing to allocate $40,856,999.02 of the Additional Carry Over and interest towards the
$200,000,000 appropriation. The balance of the Additional Carry Over and interest
($8,581,158.02) is required to remain in the specific program budgets to pay previous
comimitments. The difference between the $200,000,000 appropriation and the $40,856,999.02
in Additional Carry Over plus interest is $159,143,000.98. The 2012 budgets must be reduced
by this amount.

Staff is concerned that $63,304,019.00 in funds for the first six months of 2013 is not sufficient
to maintain the existing programs for this period. Therefore, in developing the proposed 18
month budgets, Staff has recommended a funding level of $93,000,000.20 for the first six
months of 2013. To achieve $93,000,000.20 in funding for the first six months of 2013, Staff
must carry over $29,695,981.20 from the 2012 budget.

Staff has recommended to reduce the 2012 budget by an additional $29,695,981.20 in order to
carry over this amount into the first six months of 2013. Therefore the total amount of
reductions to the 2012 budget would be $188,838,882.18, which is $29,695,981.20 more than
the required $159,143,000.98 budget reduction. The difference is available for aflocation to
programs. The net result is that $63,304,019.00 in new funds plus $29,695,981.20 in estimated
additional 2012 carry over, or a total of $93,000,000.20, was allocated to the proposed 18
month budgets for the first six months of 2013.

The following summarizes the total funding available for the first six months of 2013

2013 New Funding {§ manths} $194,204 519.00 &2 Budgat Reduction $188,839,982.18
Lass 2013 New Funding fo l.egigdative Actien 134,500,000.00 Line lem Transfers $159,143,000.98

Equals 2013 Funding Availzble to allocate to Differance = 2012 cary over available to alfocate to
programs 68,304 1800 2043 funding

New 2013 funding availabie to allocate to programs  $63,304,019.00
Totai 2013 funding available to allocate to programs  $93,000,000.20

$29,695,981.20

The proposed budget reductions shown above were guided by the following parameters:
1. Staff first eliminated budgets for proposed new programs or program components that
have not yet been implemented.
2. Staff requested estimated expenses plus commitments from the program managers and
reduced budgets to the level needed to maintain the program at current levels.
3. Staff assessed the programs, as discussed below, and proposed reductions to
programs that it deemed to be “non-core”.

Based on the above, the OCE proposed the following allocation of the available 2013 funding to
the various budget categories:
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AHocation of 2013 Available Funding

Res EE $27,000,000.00
Low ncome $15,000,000.00
C&I EE $35,750,000.20
Other EE $250,000.00
Total EE $82,000,000.20
RE $5,000,000.00
EDA $0.00
QCE $6,000,000.00
SEO $0.00
Total $93,000,000.20
Total Available $93,000,000.20

Staff Straw Proposal

Based on the above, the OCE developed proposed budgets and program changes which were
included in a Staft Straw proposal. On August 17, 2012, the Board issued a Request for Public
Comment on issues related to the FY12 and FY13 appropriations discussed above as well as
Staff's proposal to extend the CRA il funding for six months through June 2013. The Notice
included Staff's Straw proposal, requested written comments on the Straw proposal and set a
date of September 7, 2012 for a public hearing held in Trenton, New Jersey, to solicit additional
comments on Staff's Straw proposal. Written comments were due by September 12, 2012 and
the proposed changes were discussed at the September 10, 2012 meetings of the EE and RE
Committees. A summary of the comments received and responses to the comments are
provided below.

The following summarizes the changes to the NJCEP budgets discussed above proposed by
the OCE in its Straw Proposal;

Revised 2612 Funding Levels

Additonal i Preliminary  |Available Fundg

F2I112 Budgat Camyover + Lire item Budgat Revisad 2012 Mdm.m 23 Total 21zt § Expensespius ! for e Period

rom 1211 - . ) Funding Flus | Months 2043 \
Board Order Additienal Transfers Reductions | Funding Levels 2012 Casry Over Budget Commitmentsas  July 1, 2042-
Intorest of June 30, 2012 | June 30, 2043
{a) {) fe} {d} {ellapblcrd) i (o=l ) {i=(gHh}

M Efficiancy Programa UK 143330707 $2,44832028) (520,838 940691 $104 037380 84 $305,113.308.5 | 82000000201 $387713328.45) 817696361210 5211548 716.35
iRanewable Energy Programa | 3$50.031,421.00 | $12,318,14821] ;312 318448 21}] SAE0 0000 S33631 421201 S000000.00) SIBEMAM20|  §2390866995| $14.722750.25
EDA Programs $107,650,429.82 $700,000.00 5562 G40 65) 155342400 24 $40,045.280.02 000  $40,04528052 $6,792,043:86 | $42. 25203126
CCE Qversight S8 42444830 | $1GA244884 ) H10r 304 By $759.102 15 $8,106,401.26 1 $6,00000000 | $14,186,401.28 52,760 04583 | 11,417 368,45
TRUE Grant §14.374 50000 |  §7 41537429 $0.00 $0000  $21,700.874.20 $000) $21780.87420| S rEeEM A 3000
Additicnal Interest 35,915,864 32 | 55915 864 37 4000 0.0 $0.80 .00 000 $0.00
State Energy Office $0.00 $0.00 5000 $0.00 4000 $0.00 .00 $0.00 .00
Tokal $558,624,130.10 | $49,438,157.04 | 1$40,846,900.00)] i§188,808.00218)1 $410,366,305.%4 | $93,000,000.20| 4511,366.308,04 |  $231,423,051.83 | $279, 942, 454. 11
Legigative Action $52,500,000.00 $0.00 | $200,000,000.00 $252,500.000.00 ! $131,500,000.00 | £384.000,000.00 |  $384.000.00.00 $0.00
Tolat $65%,124 130,40 | 549,438,157.04 | $159.143,000.88 (5988,836,982.48))  $670,866,305.04 ; 4224,500,000.20 |  $485,366,306.14 |  $615,423,851.83 | 4270, M2 45431

The following tables show the net result of the modifications discussed above on a program-by-
program basis for the EE, RE, EDA and QCE budgets:
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Revised 2012 Energy Efficiency Program Budget

Board Approved | Additonad Camry Revised 2612 | Commitments as | Additlonal 2013 | Total:2012-2043
2042 Budgat Over  |-ire ftem Tranders) SudgelReduction | ot of G242 Funding Budget

Programs ] o) fe) {d} lej=(pibiHcrd} i 1] {hi=lel+g)
Residentlal EEPrograms
Resigential HYAG - Eleclric & Gas $23,178.51881 | $1178,812.14 131,978 B12 14 i$3.000 (00 604 $20,178,518.81 30.00; §5,000.000.00]  §25,178,518.81
Rasidentizl New Conslruction $16,320.061.50 |  $5,371,344.79 .34 371 344 7 $16,320,061.5¢ §7.426,322.00] $5.000,000.00 |  $21,320,061,50|
Energy Efficlen Products $20,275 407 B4 §1,154 306.65 151 154, 208 55, +§5,500 (00 00| §14,775,407 84 $ ﬁﬂj $4,700,000.00 $13,475,407 84
Home Performance wib Enemy Slar $32,386,412.48 |  %5,320,173.86 155,320 173 85 SEO 00| 8071641248 $6,160,000.00] 511,800,00000 | 342,516,412 48
Residential Markeling $1,651 38384 5110523 77 c85140,523 77y 13341360 A4} $1,309,984 DO $0.00 $50¢,000.00 $1,609,584.00
Sub Total Residential $93,811,784.48 |  $13,135,161.24 ($13,135,161. 21} i8$10.511,390.84)]  563,360,384.64 |  $11,586,322.00 ] 527,000,000.00 | §410,300, 384,54
Avaliazbls 2013 Funds $77,000,000.00
Residentlal Low income
Combort Partners 335,000,00000 | 5242354814 (52,423 54614 3000 §35,000,000.00 0001 $15,000,000.00] 50,000,000 00
Sub Total Low Incoste $35,000,000.00 | $2,423 548.44 152,423,545, 14)] $0.00 $35,006,000.00 $0.00] $15,000,000.00 |  $50,000,000.00
Avaitable 2013 Funds . $15,000,000.00
C&I EE Programs
C&I New Construction $10,024,122.02 $713,988 31 ‘5713 $48 31y 35,000 000.004 $5,024,122.02 $3.373,900.14 1 31,500,600.00 $6,524,122.02
C&l Relroft $66,609.959.97 | $3.256,702.45 t33 356 702 45 ($5725681 004 $69.974,018.97 | $29.617.419.54] $1,000,00000|  S61,874,014.57]
Pay-for-Performance New Construclion $10.310.817.58 $182,117 30 $IRNT §7 200000 0G; 52,510,817.58 $1,918,374.60 $100,000.00 $2,610,817.58
Pay-for-Performance $80,565,958.00 $833,981.62 (SE33GE1 B2 SRANM0DOM|  M705595800| $30068.467 70 $3.000000.00|  $50,055,958.00
CHP $20,000,300.00 $0.00 $0.00 i85 000000 G| $14,000,600.00 §5.247.500.00{ 2300000000  $17,000,000.00
Local Gavermnmenl Enengy Audit $6,000,000.00 £3130 583 I6} $130,583.25 131,004 000 0] 55,000,500 0G $2.783,321.00 $5,000,006.00
Dirgeh ingladl §41,337.218.00 5174 786 0C; 3174288 00 52, 000.000.00 333721800 | $12.283.7E8.481 317.204,044.20 |  $50,632,162.20
TEACH 50.00 3581,230.00 $561.230 04 3000 3.0 $0.00
Marketing 41,575.000.00 §12 66921 -$12.665 21; <850 00D (] 31,075,000 00 $0.00 $500,000.00 $1,575,000.00
Large Enemgy Users Piiot $28,763,000.68 §33,400.9 -333 403 G0 <541 0G0 060 00 $7.763.000.68 $65,932,041.32 | $12.455056.00| %20,7218,0%.69
Multi-Farmuly Financing Pilot 510,000, 30000 $0.00 50,00 <310.000.000 ) 50.00 $0.00 $0.00
Relmeommiszicnng $5,000,000.00 $0.00 S0.00 + 35,004, 000, O 5000 $0.00 i)
Sub Total CAl $259,266,116.25 |  $5,280,234.54 ($5.280,234 541 ($73,525.951.008  $185,740,435.26 |  §97,210,801.78{ §30,750,000.20 | $235.450,135.45
Available Z013 Funds i i $39,760,000.20 s
Cther EE Frograms
Green Jobs and Bulding Code Training §195,429.97 §287 527 .50 3482957 47 $0.00 3462,957.47
Competilive Grant-Loan Solicitation $0.00 $0.00 30.00 50.00 .00 $0.00
Sustainable Jersey 870,000 §319.850.89 §71,185,950.0% ¥ $250,000.00 $1,439,850.89]
New Financing Programs $20,000,000.08 $0.00 $0.00 520 00 000004 $0.00 §0.00 $0.00
Sub Total Other Energy Efficioncy Programs]  $21,085,428.97 $607,370.39 $0.68 1§20,000,000.00} $1,672,804.36 $0.00 SEI}.OM.N $1.522,808.26
Avalistie 2043 Funds : i : ] . sa000000]| - -
[Tntni Enargy Efficlency $409,143,230.70 | $21,445,320.28 1$20,338,941.95) 1'5104,03?,380.84}] $305,713,220.25 |  §105,796,523.18 | $82,000,000.20 | $387,13,378.45
Total Avaitable 2043 Funds . 220000002 | B

Revised 2012 Renewable Energy Program Budget
Board Approved | Additional Camy Line ltam Budgat Reduction Revised 2012 | Commitments as | Additional 2013 { Total:2012-213
2012 Budgat Over Transfars Hudget of /2912 Funding Budget
Programs @ {b) e} {d) fej={ay+hiHerd) fft 0] {hi=(e)+g}
Custemer On-Site Henewable Energy $4,150.000.00 |  $5,333,851.97 155,333 861 57 $4,150,000.00 $2,568,343.00 4,150, 0K0.00
Clean Power Choice $32.400 00 $4235.93 184 235 83 $32 400.00 3000 $32,400.00
Ofishore Wind $8,519,408.00 $418,634.00 B4R 00 33,000 (60 00f $5,518 408.00 $7.804,374.00 $5,518,408.00
Renewable Energy Program: Grid
Connectad (Famerty RED) $20,425,356.40 $360,000.00 EB0.600 00y 1§16 400 000 o) $4,025,386 40 $3,856, 32000 $4,025, 385 401
Renewable Enengy ncentive Program |  $24.233.390.05 | $6,042,21066 56 042 210,66} $R00000 00 $18.233.390.05 $2,43247100] 85000000 00| $23,233,390.05
Edison Innavation Clean Energy Fund
{formerty CST) $1.671.836.75 $169,205.65 '$15% 235 R5) $1.671.836.75 81,484 497 .95 $1,671,03%6.75
SUB-TOTAL Renewables $65,031,421.20 ] $12.318,148.1 (512,318,148, 21}3 ($25.400.000.00))  $30.8M,421.20 | $18,166,605.95]  $5000,000.00 | $38,634,421.20
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Revised 2012 EDA Program Budget

Board Approved | Additionai | Line ltem Budget Revized 2012 | Commitments as |Addifienal 2013] Tolal:2012-2013
2012 Budgat | CamyCver { Terandfers Reduction Budget of 820H2 Funding Buddget
Programs f) {b) {c} i) {al={arbl{ch{d) ] {9 {hi=(e}*(g)
EDA PROGRAMS
Clean Energy Manufacluring Fund $31,067,385.29 | $700.000.00| -$582649688) 1522 740000 00) 38,364,735 63 $4,838,483.00 58,384,735.63
Edison Innovation Green Growth Fund $3,940,545.29 3000 <3500 000 00; $3.440,545.29 $1,000,000.00 §3.44054529
EE Rewling Loan Fund $17.642,499.24 $0.00 (517 402 495.24) $240,000.00 3000 $240,000.00
Large CHP Scoliciatation $45,000,000.00 $0.00 $18.000.000 00Y  $37.000,000.00 $0.00, $37.000,000.00
Tota) EDA Programs $107,660,429.82 | §700,000.00 | ($662,848.66)| ($56,642,498.24)]  §49,045,280.82  $5,838,483.00 $0.00 | $43,045,280.92
Revised 2012 OCE Qversight Budget
Appr?v::idmz Additional Lire lem Budget Revised 242 | Commitments [Additional 2013} Total:2012-2063
Budget Camy Qver Transfors Raduction Budgat as of 82912 Funding Budgat
fa) {b) ] fa} fellajvbHchd) {f {9 {hi=(e}+g)

Administration and Overhsad

QCE Staff and Owerhead 32,988,016.43 $83,758 66 343 753.86)] §508.527.00 $2,896,543 42 35479.818.21]  §8376.461.64

Program Coordinator 52,163 53725 $1R2407 50 (132407 50)] 500 00 05 §2.063,537 25 $171,961 44 $2,435,438 63
Suly-Total: OCE Administration and Overhead $5,151,552.64 $216,167.15 {5216, 167. 16} $808.557.00 45,960, 180.68 $0.00 | $5,651,779.685 | 51%.614,960.33
MembershipsDuss

Clean Energy Slafes Alfance $45,000.00 $0.00 $0.00 525,000,507 $0.00 000

Consartium for Energy Efficiency .00 $2621.00 132 521 (Y $0.00 $0.00

20112 Sponsorships $100,000.00 $0.00 £100,000.00 $100,000.00 $200,000.00
Sub-Total: MembershipaDugs §125,600.00 §2.62,08 1$2.521.00)] [525,000.609) $100,000.00 $0.00 §106,000.00 $200,004.0%
Evaluatien and Reiated Rasearch

Rufgers-CEEEP 3920613 64 $400,000.00 $0.00 $1,320 613 64 51,320,612 64

Funding Reconcifialicn $50,000.00 §21,085.00 $0.00 §71,065.00 §71,055.00

(&M Scoping StudyOnline Academy 50.00 $58,300.88 “358 593 £5) 50.00 $0.00

Gther Studies 344,565 75 30.00 $000| t4a5E675 $0.0% §00

Program Evaiyation $1,551 779 85 $843,706.90 13843,706 l3~GJ| c$1 600 000 00 8§55t 77965 $248,220.35 $800.000.00

Financial Audits $498,162.35 $0.00 $0.00|  $498, %62 38} 5000 $0.00
Sub-Totak: Evatuation and Aetated Research $3,065,122.39 | §4,323,661.78 15902,666.78)  1$4,542,729.10) $1,943 448.2¢ $0.00 $248,210.35 §2,194,563.64
Marketing and Communications

Outreach amd Education/Communily Parner Granls $22712.31 $100,000.00 3060 §122712 31 §122 7121

Clean Energy Businass Web Site $60,000.00 $0.00 00 $60,000.00 $60,000.00
Sub-Total: Marketing and Communications $32TI2H | S160.000.00 $0.00 $0.0 $182. 173 $0.00 $6.00 §182,7T2. 31
{TOTAL: Administtion $3,424.440.38 | StBAZ440.94 | (591213034 875910210}  $B,186.40%.20 $0.00 | $5,000,000.00 |  §44,186,401.28

Proposed Changes to Program

Taking into consideration the increases in funding that result from the budget true-up, the
increased EDA and Trust Fund interest, and the budget reductions required to address the
legislative appropriations, the OCE developed proposed 18 month budgets and a number of
program changes required to reflect the revised budgets. The following summarizes the
programmatic changes proposed by the OCE:

Staff recognizes the need to continue to maintain access for all ratepayers to NJCEP programs,
as well as the NJCEP's ongoing goal of transforming the market place. In the process of
reducing program budgets and reallocating funds, Staff, with input from the Program
Coordinator, the Market Managers, Program Partners’ {EDA and Sustainable Jersey), and the
utilities, focused its efforts on existing EE programs and ranked them based on the following
criteria. jobs created, energy savings (with a focus on programs that promote a more
comprehensive approach to EE) and participation rates. The goal of this exercise was to
identify the CEP's programs that will serve as the foundation of the CEP as it transitions to a
new Program Administrator (PA) and from incentive-based to market-based programs.

10

BPU DOCKET NOS. EO07030203
and £011100831V




Based on the above, the OCE proposed to maintain, modify or temporarily suspend programs
as follows:

Programs

1. Comfort Partners
Residential EE Programs

2. Home Performance with Energy Star (HPWES)

3. Residential New Construction ~ Based on upgraded building energy codes and
appliance standards, shift program to meet Climate Choice standards as of January 1,
2013.

4. Residential Heating, Ventilation and Air Conditioning (*HVAC") - Based on upgraded
appliance standards, as of January 1, 2013, eliminate furnaces and air conditioners
from eligible equipment, and shift focus to a more comprehensive approach to EE:; i.e.
HPWES, or address air sealing.

5. EE Products — Reduce the suite of eligible products and consider reducing incentives
for CFLs while increasing incentives for light-emitting diode (“LED") lighting.

Commercial & Industrial EE Programs

6. Direct Install (DI} - Focus efforts on small schools and those municipaiities that took
advantage of ARRA funds to perform an audit but have not implemented an energy
savings program.

7. Local Government Energy Audit (LGEA) - For the first six months of 2013, incentives
would be available to small schools only, as a means of jumpstarting the ESIP
program.  During this time, the new PA will hire a pool of regional contractors to
perform the audits.

a. The ESIP program requires two audits: the first by a third-party auditor and
another Level 3 audit conducted by an ESCo. In order to eliminate this
redundancy and reduce costs, Staff will seek program changes that allow the
first audit to be a walk-through.

8. Pay for Performance (P4P)

9. C&i Retrofit — Based on upgraded building energy codes and appliance standards,
reevaluate what measures are incentivized and reduce current suite of measures.

10. C&l New Construction — Based on upgraded building energy codes and appliance
standards, reevaluate what is incentivized.

11. Small CHP

EDA Programs

12. Large CHP — Evaluate applications on technical merits; if approved, applicant provides
supporting financial documentation within a prescribed time frame.

13. Clean Energy Manufacturing Fund (CEMF) — Incentives must be for manufacturing
only, not software development, etc.

14. Edison Innovation Green Growth Fund (EIGGF)
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Staff recommended that the following programs be temporarily suspended for further
evaluation:

15. Multi-Family Financing, Retro Commissioning, and New Financing program, and EE
Revolving Loan fund (within EDA} — Due to lack of launch of program or lack of
participants.

16. Large Energy Users Pilot and P4P New Construction - In light of the new SBC
legisiation which goes into effect on January 1, 2013 and changes requested by
current LEUP participants.

in addition to the changes proposed by the OCE, two additional programmatic changes were
proposed by TRC and circulated for comment as follows:

1. The small CHP/Fuel Cell program currently requires that leased projects have a lease
with a minimum term of 15 years. TRC proposed that projects with a lease term of 5
years or more be eligible for incentives, however, the incentive for projects with a
lease of less than 15 years would be reduced proportionally, i.e., a project with a 10
year lease would receive 2/3 (10/15) of the incentive a project with a 15 year lease
would receive.

2. The CHP/Fuel Celt program currently caps incentives at $2 million. Given EDA’s new
CHP program for projects greater than 1 MW, Staff proposed that the cap on small
CHP/Fuel Cell projects be set at $1 million in order to steer projects greater than 1
MW into EDA’s large CHP program.

Budget Flexibility

Participation in most CEP programs is driven by market factors outside of the control of the
program managers including the economy and weather. That is, during good economic times
program participation levels increase and hot and/or cold weather can impact the level of
participants that purchase new heating or cooling equipment. NJCEP program budgets typically
include a contingency to account for variations in participation levels. However, the significant
level of funding appropriated by the Legislature required elimination of contingencies in
prograrm budgets.

The required budget reductions will leave very little room in program budgets if program
participation levels increase above anticipated levels. Further, consistency in program offerings
is important to maintaining contractor and customer confidence. If a program is temporarily shut
down due to budget constraints, the resuit can be long-term damage to the program due the
loss of confidence that incentives will be available when a project is completed.

The process to modify NJCEP budgets normally takes several months from beginning to end.
The process includes identification of trends that indicate a budget may be exceeded,
developing a proposed modification to the budget, putting the proposed modification out for
public comment, presenting the propased changes at EE and RE committee meetings, and
developing the required paperwork for Board consideration which is due several weeks before
an agenda meeting.

Staff is concerned that the reduced budgets may result in some programs temporarily shutting
down unless the time period required to modify budgets can be reduced. Therefore, Staff is
proposing that the Board grant the OCE the delegated authority to make limited modifications to
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NJCEP budgets, providing the conditions set out below are met. The conditions are intended to
provide Staff with the ability to move funds in a manner that does not materially diminish any
program and that prevents the need to temporarity shut down a program while providing the
Board with appropriate oversight of any modifications made by its Staff.

Proposed Conditions for Staff Approval of a Modification to a NJCEP Program Budget

1.
2.

Program expenses pius commitments must exceed 85% of the Board approved budget.
Regarding the EE program budgets, funding can be reallocated within, but not across,
an EE budget sub-sector such as Residential EE, C&l EE or Cther EE, from a program
that does not need the funds to meet anticipated program expenses to a program that
requires the funds to meet anticipated program expenses based on program
participation levels, and from one budget cost category (administration, rebates, rebate
processing, etc.) to another budget cost category within a program budget, provided that
the reallocation does not exceed 10% of a program’s budget.
Regarding the RE, EDA and OCE Oversight program budgets, funding can be
reallocated from a program that does not need the funds to meet anticipated program
expenses to a program that requires the funds to meet anticipated program expenses
based on program participation levels, and funding can be reallocated from one budget
cost category (administration, rebates, rebate processing, etc.) to another budget cost
category within a program budget, provided that the reallocation does not exceed 10%
of a program’s budget. Funding may not be reallocated between the RE, EDA, and
OCE Oversight budgets.
The Board approves a statewide budget for the Comfort Partners program as well as
utility specific budgets set out in the utility compliance filing. Funds may be reallocated
between utilities and budget categories provided the overall statewide Comfort Partners
program budget approved by the Board remains unchanged, and the overall statewide
administrative costs are not increased. The reallocation may not exceed more than
10% of the Comfort Partners’ budget.
Staff must provide a written notice to each Commissioner at least three days prior to
implementing any budget modifications. The notice must include the following
infarmation:

a. The programs funds wouid be transferred to and from

b. The amount of the transfer

c. The reason for the transfer
Staff shail post notice of any budget modification on the NJCEP web site and circulate
the notice to the EE and RE Committee listservs, and provide a reasonable amount of
time for the public to provide comments on the budget modification.
After receipt of comments, Staff must present any budget modification implemented
pursuant to its delegated authority to the Board for formal consideration at the next
agenda meeting, or as soon as practicable.

Staff has also developed a new reporting requirement that will require the program managers to
provide Staff with a monthly report that shows expenses and commitments through the end of
each month plus estimated expenses and commitments through the end of the reporting period.
Staff will make these reports available to the public by posting them on the web site upon
receipt. The following table shows the reporting format that will be used.
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Now Jerseys Clean Energy Program
Esimtaad Expenses and Commitments as % of Budget

EE Frogmms Etmamd Eimated
Approved Actuat Commmfittad ng“mil ;L? Edimated Edimatad Expanaes plus Expanaes phua
Rudgat Expendiums | Expenditums n Expensas | Commilmants a3 Estimated Estimated
Expensea | through 830013 of 4313 Commitmenty | COMMitnents asa
Program % of Butlgat
RESIDENTIAL ENERGY EFFICIENGY PROGRAMS
Residential HYAC - Elecinc & Gas §25,176,548.81 $0.05 $0.00 0.00%
Residential New Conslruction £21320061.50 50.001 £0.00 0 00%:
Energy Eficienl Producis $19,475.407 B4 £0.00 $0.00) G.00%
Home Perormance wilh Energy Star 42516412 42 £0.C0) $0.00; 000%
Markedlng - Residential EE $1.803,984 00 51,00 $0.00 0.00%
Sub-Tolal: Resiterttial Eneryy Efficioncy Programs|  $140,300,184,8¢ .00 $8.00 §6.00 $0.00 0.0 $0.00 0 Dk
RESINENTIAL LOW INGOME
Comint Partners $50,000,000.00 §0.00 0 bipe
Sub-Tatal; Residential Low income $50.000,000.00 $0.00 $0.00 $6.00 $.00 30.00 $0.00 0.00%
C &} ENERGY EFFICTENCY PROGRAMS
CAF New Construction 36,524 122.02 50.00: 0.6 0.00%
Cal Retoft $61,874,018.57) $0.00: 0.0 DO
Pay-fr-Performance New Construclion $2.610,817.58 $0.00 30.0H 0.00%
Pay-for-Pedomance $50,055, 954,00 $0.00 $0.00 0.00%
Combined Heal & Power {CHP) $17.000,000.00: $0.00 50004 0.00%
tocal Govemmant Enempy Audit 55,006, 0041, 60 $0.0; 50.00 0.00%
Direct instat $60,632,162 20 $0.00. $0.00; 000%
Markeling - Commescial & Indusinial ££ $1,575,000. 001 £0.06) 0,00 0.00%
Lange Energy Usery Pit $20,218,056.69 $0.00 $0.00; 000%
Sub-Total © & Energy Fificiancy Programs §225,490,135.45 $0.00 $0.00 $0.00 $0.00 §0.00 $0.00 0.00%
OTHER ENERGY EFFICIENGY PROGRAMS
Green Jobs and Bufding Corde Trainng $4B2 957 47 $0.00 0.0 0.00%
Sustainable Jersey $1,430.860.89 £0.001 $0.00 0.00%
Sub-Total: Other Energy ERfciency Programs $1,922.800.50 $0.00 $5.00 $0.00 $0.00 $4.00 $0.00 0.00%
ToTAL $387,713, 30845 $a.60 3600 $0.00 $0.00 $6.00 $0.00 0.00%

A similar table has been developed for RE, EDA and QCE budget items.

Summary of Comments from Public Stakeholders

Staff posted a straw proposal ("Straw Proposal”) on the NJCEP web site and circulated it to the
EE and RE Committees on or about August 17, 2012. The Board held a public hearing on
September 7, 2012, in Trenton, New Jersey to solicit comments from interested stakeholders
and members of the public regarding the proposed eighteen month NJCEP programs and
budgets. The Board also accepted written comments on the Straw Proposal through
September 12, 2012,

The following persons testified at the September 7, 2012 public hearing. Farley Hunter, New
Jersey Large Energy Users Coalition (“LEUC”); Stefanie Brand, Esq., Director, Rate Counsel;
Eric Degesero, Fuel Merchants Association of New Jersey (*Fuel Merchants”); Bruce
Grossman, South Jersey Gas and Comfort Partners; Ben Adams, MaGrann Associates; Joseph
Sullivan, Concord Engineering ("Concord Engineering”); Gearoid Foley, Department of Energy's
Mid-Atlantic Clean Energy Application Center (*MACEAC"); Bill Radigan, DSM Nutritional
Products ("DSM"); Kate Millsaps, Sierra Club (“Sierra Club”); Rich Gannon, New Jersey
Business Council for Clean Energy; Mr. Svejnar, Green Campus Partners; William Amann, New
Jersey Chapter of the U.S. Green Building Council; Bob McAllister, Air-Conditioning Association
of America, New Jersey Chapter ("ACAA"); Anne-Marie Perrachio, New Jersey Natural Gas
(“NJNG”); Scott Needham, Efficiency First and Princeton Air-Conditioning (*Princeton Air-
Conditioning”); Christine Guhl, Sierra Club (“Sierra Club™); Rey Montalvo, Consolidated Energy
Design ("Consolidated Energy Design’); Andrew Skok, Fuel Cell Energy {"Fuel Cell Energy™);
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Steve Goldenberg; Matthew Kaplan, Borough of Highland Park and ReVireo (“ReVires”); Joehn
Zeller, Ameresco ("Ameresco”)

In addition, written comments were received from NJNG; Rate Counsel; Sara Bluhm, the New
Jersey Business & Industry Association ("BIA"), Murray Bevan, Esg., on behalf of Bloom Energy
Corporation ("Bloom”);, Green Campus Partners ("GCP"); EAM Associates ("EAM"); Greener by
Design LLC ("GBD"); Veolia Energy North America (“Veolia”); Fuel Merchants; Lisa Ward, UTC
Power ("UTCP"), Jessica Bridges, United States Clean Heat & Power Association (‘USCHPA™);
Joseph Allen, Solar Turbines; New Jersey Business Council for Clean Energy (“Council for
Clean Energy”), Hal Bozarth, Chemistry Council of New Jersey (“Chemistry Council”); John
Stanziola, South Jersey Gas ("SJG"); Keith Doell of First Source Contracting (“First Source”);
Community Energy, Inc., Green Mountain Energy Company, and Sterling Planet (‘Clean Power
Marketers™); Rebecca Seitzmeyer; William Amann, New Jersey Chapter of U.S. Green Building
Council {"Green Building Council’); ReVireo; and MaGrann Associates (“MaGrann”).

The following summarizes the written commenis received as well as the oral comments
presented at the public hearing:

General Comments
Comment: GCP, a New Jersey based project development and investment firm, recommended
a firm “use-it-or-lose-it” policy to encourage the OCE to deploy capital more efficiently.

Response: The goal is to utilize all of the NJCEP funds each year. The Board has initiated a
proceeding to determine the funding levels for FY14 - FY17. As part of this proceeding Staff is
exploring options fo better match funding levels and budgets to actual spending. Staff
welcomes any recommendations regarding the best way to achieve this goal.

Comment: Rate Counsel argued that the Board had not acted with the necessary transparency
required of an administrative agency because it had not provided adequate prior notice and
opportunity to be heard. In support of its contention, Rate Counsel advanced what it
characterized as a "lack of information on the levels of and basis for the ‘realistic’ spending
estimates for 2012 . . . and the absence of clear explanations of Staff's rationales for its
decisions on further cuts.” More precisely, the commenter alleged that there was no way to
determine how much of the $188 million in cuts were to reduce budgets to what Staff calls a
'realistic’ level of spending and how much was due to additional cuts identified by Staff. Rate
Counsel stated that OCE's proposed budget cuts were presented as changes from the total
amount budgeted for OCE programs, not from actual spending, and thus exaggerated the
extent of the cuts. More specifically, Rate Counsel stated that the $49.4 million shown as carry
over from 2011 represented only a small portion of the total carry over, which Rate Counsel
characterized as closer to $314 million when the amount budgeted for 2011 was compared with
the actual amount spent, resulting in a shortfall for fiscal years 2012 and 2013 of only $48
mitlion and approximately $274 million left for the rest of the eighteen-month period from
January 2012 to June 2013. Rate Counsel recommends that deep cuts in successful programs
be moderated or eliminated based on Rate Counsel’s interpretation of the budget numbers.

in addition, Rate Counsel pointed to the utility spending on clean energy programs and to the
support provided by Solar Renewable Energy Certificates ("SRECs"), stating that these
programs should help assure that reductions in the NJCEP budget would not unduly
compromise the State’s energy efficiency and renewable energy goals.
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Response: Staff disagrees with Rate Counsel’s assertion that the budget process lacked
transparency. The process for developing the proposed budgets included presentations at
several public meetings by the program managers showing program activity levels and
expenses. Rate Counsel typically participates in these meetings. Further, staff circulates and
posts on the web site monthly reports that show participation levels and expenses.

In addition, Staff provided Rate Counsel with the spreadsheet that shows the program
manager's estimates of expenses and commitments through December 31, 2012, which was
used by Staff to determine the level of carry over that would be available for the first six months
of 2012. This spreadsheet shows the realistic level of spending with the difference being the
additional budget cuts.

The Board issues monthly reports that show actual spending and commitments each month as
compared to the budget. The 2011 final report included the following table:

Summary of 2011 Statewide Results

Budget and Expenditures
Expenses
Budget Actual Committed Total
Energy Efiiciency (EE) $325,875,452.17 $139,035,801.19 $71,002,166.00 $210,037,967 19
Renewable Energy (RE} $90,312,891.01 $36,963,321.60 $25,322,065.30 $64,2856,388,90
EDA Programs $57,634,153.328 $6,335,017.00 $6,475,983.00 $12,811,000.00
OCE Administration $7,501,050.81 $4,331,674.66 $4,331,674.86
TRUE Grant $25,000,0058.00 33,210,126.71 $21,789.874.29 $25,000,000.00
Total $506,323,547.37 $191,875,940.36 $124,550,088.59 $316,466,028.95
The following table summarizes program resuits through June 2012:
New Jersey's Clean Energy Program
Actual and Committed Expenses for Reporting Year 2012
Statowide Summary - Bew Jerseys Clean Energy Program Actual and Actual Actual and
Reporting Period: YTD thru July 2012 Approved Actual Commitied Commited ap‘nzl repas |  COmmitted
Budget Expandituras Expeznditures Expanditu % of Authorized Expenditures as
pandlupas utharized | o of Authorized
Program {a) {0} e} {d)=ibHHe) {oj=(Ry{a} {f={dpia)
Energy Efciency Programs $400,143,330.70 | $82.562,63173 | $97.261,372.90| 518024400463 20 28% 44.05%
Renewable Energy Programs $59.031,421.20 | $9,705406.18| $15279,147.18 |  $23,984,553.38 14.75% 40.63%
EDA Programs $107,650.42962 | $1.843,333.32|  $5.538,483.00 $7,181,816.32 1.63% 6.67%
Office of Clean Energy $8,424,448.38 | $1.391,803.33 $1,351,603.32 16.40% 16.40%
TRUE Grant $2176987420 |  52068,033.41| $1B,821,B4D.881  $21,785,874.29 13.62% 100.00%
TOTAL $606,039,504.33  $97,881,007.97| _$138,000,843.96] 3224,581,851.83( 16, 12% 22.71%
Wikla the parcentsges shawn it Colume (1) are derived By comparing the sui of the actuad and commuited axpendifras raported in Columne (8) and (o), raspectivedy, with the NJBPU budget appetned for 2012 aid shewn

in Cotwnn (@], i (5 sxpected that some of thass

1 pxpanses

will be pard from Adure program Budgels.

The Board currently requires the NJCEP to develop budgets taking into consideration both
actual expenses plus any outstanding commitments at any given time. Rate Counsel
consistently compares budgets to expenses, but does not take into consideration commitments
as required. However, Staff concurs with Rate Counsel that the program significantly
underspent its budget in 2011, even taking into consideration the $124 million in commitments
that existed at the end of 2011.
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The NJCEP needs to do a better job of matching funds collected from ratepayers to the level of
funding needed to run the pragrams and to better align expenses and commitments with
budgets. Staff is working with Treasury to streamline the process for modifying contracts and
has developed a simpler contract for the to be selected Program Administrator that should help
to shorten the time period between program approval and implementation which should help to
reduce carry aver. As noted above, Staff welcomes recommendations regarding how to achieve
this goal within the CRA IV proceeding.

Rate Counsei stated that the $49.4 million shown as carry over from 2011 represented only a
small portion of the total carry over, which Rate Counsel characterized as closer to $314 million
when the amount budgeted for 2011 was compared with the actual amount spent. The $49.4
million referenced by Rate Counsel is clearly identified as additional carry over, which is defined
as carry over in addition to the estimated level of carry over utilized to set the initial 2012
budgets. The 2012 budget Order clearly shows estimated 2011 carry over of $270 million and
Staff's Straw Proposal is clear that the $49.4 million is in addition to this amount. Rate Counsel
fails to take into consideration in its analysis that as of the end of 2011, $124 million of the carry
over was committed to pay rebates upon project completion.

Staff concurs with Rate Counsel that deep cuts to successful programs should be moderated or
efiminated and asseris that the proposed budgets are consistent with this objective.

Comment: Rate Counsel commented that “it appears that the OCE has presented its proposed
budget in a way that exaggerates their impacts on the programs. The problem is that OCE's
proposed budget cuts are presented as changes from the total amount that was budgeted for
the OCE program, not actual spending. The proposed budget changes as presented by the
OCE create the appearance of deep cuts to programs necessitated by the Legislature's
appropriation from the Clean Energy Fund. Rate Counsel comments that this would be a
serious concern to Rate Counsel if this impression were accurate.

Response: The OCE has not exaggerated the impact of the legislative appropriation. While
new and current data on actual expenditures and commitments since Staff's Straw proposal
was issued help the current situation, Staff's position is that the reduction in the spending rate is
needed bhecause of the available NJCEP budget through June 30, 2013. Staff's final
recommendation is to continue several programs or program components that Staff
recommended be discontinued in its Straw proposal. These programs will be closely monitored
to evaluate the ongoing impact on the budget but Staff's position is the program and budget
changes are needed to address the reduction in the total budget which takes into consideration
the total amount of the budget, actual expenditures and commitments, as well as anticipated
spending and future commitments based on past experience.

The OCE's recommendations regarding the proposed NJCEP 2012-2013 budget are based on
the following:

1. The budget must address both expenditures which fund actuat spending on incentives
and program costs as well as commitments. Commitments represent the NJBPU's
intent to pay a rebate or incentive when a specific project is completed in the future; the
payment date could be in a year or two depending on the program.
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For several programs the customer applies for a rebate, the program reviews and
approves the application and sends a letter to the customer committing that the rebate
will be paid if the project is completed and inspected to meet program requirements.
Once the commitment letter is issued, these NJCEP funds are then not available for
other activities.

Although some of the NJCEP rebates have a quick turn-around, such as Energy Star
product rebates, most NJCEP programs require construction and installation of energy
efficient equipment. These construction projects can take anywhere from several weeks
in the case of HVAC rebates to several years in the case of new homes or C&l building
construction. In the meantime the committed NJCEP funds, based on the rebate
approval letter remain obligated for that specific purpose and are not available for other
budgetary uses.

2. Program development requires a significant amount of time. Typically new program and
new incentive development could take up to a year. This includes developing the
concept, presenting that concept to stakeholders for informal comments, revising the
concept and developing an estimated budget. This final program is presented to the
Board for its consideration. Once the Board approves a new program and budget, the
OCE negotiates a contract modification with the NJCEP Market Manager and Program
Coordinator, which requires Treasury and Board approval.

Until the contract modification is approved by Treasury and the Board, the NJCEP
Market Manger and Program Coordinator cannot commit or spend funds cother than
initial program development. This process in most case can take up to a year. in the
meantime the estimated budget must be committed in terms of the NJCEP budget to the
new program and is not fully available for other NJCEP budgeting purposes unless staff
recommends and the Board approves suspending, terminating or cancelling the new
program and incentives. Both of these NJCEP budget activities are not fully recognized
by Treasury as obligations and result in a reporting within the Treasury system of more
NJCEP funds than the Board approves as available.

The difference in what Rate Counsel commented on as Staff's budget is not an exaggeration of
the impacts given the above two issues. During the term of the current Market Manager and
Program Coordinator contracts, the OCE has requested a substantial number of contract
modifications from Treasury. A significant amount of the NJCEP budget is committed and not
available to be used to pay incentives or program expenses for a year. Board Staff, through the
new NJCEP Program Administrator RFP process, is developing a process that will be more
efficient and effective in terms of program management and administration. In addition staff is
proposing to align the NJCEP budget year with the state’s fiscal year so that they both are
reporting in the same cycle.

In 2011, the NJCEP expended approximately $192 million on rebates/incentives and program
costs. In addition, the NJCEP commitied approximately $125 million. Further, approximately
$50 million was set aside for new program development.

Based upon the carry over of funds in 2012 and the estimated commitments and expenditures
for the remaining months of 2012, Staff initially proposed $159,143,000.98 in NJCEP budget
reductions for the remaining of CY 2012 to address the lapse of $200 million in NJCEP funds.
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The addition of $194,804,019 in new funds in 2013 less the FY 2013 appropriation of
$131,500,000 would have resulted in $63,304,019 available for rebate/incentive payments,
program cost payments and commitment for 6 months of CY 2013 through June 30, 2013. The
$63,304,014 that would have been available would not be sufficient.

Therefore, Staff proposed to slow the rate of NJCEP expenditures and commitments while
keeping the existing rebate levels in pilace. This proposal required additional program
reductions and suspension of some programs. The revised program with additional cuts
provides for $93,000,000 for the 6 months of 2013 through June 30, 2013. While this amount is
still not sufficient to cover normal expenditures and commitments for this period, with the
potential efficiencies in the new NJCEP Program Administrator process, and making longer
term commitments in future years, this amount should allow the Program to continue at its
reducing rate.

Comment: Veolia recommended focusing on “the biggest bang for the buck,” specifically:
energy efficiency over renewables, CHP equal to or greater than one megawatt over smaller
CHP, C&l “supply side” energy efficiency, and grant monies over loans.

Response: Staff concurs in general, subject to taking into consideration other public policy
objectives such as a desire to promote multiple technologies and ensuring that all customer
classes that contribute to the SBC have an opportunity to participate in the programs.

Comment: Several commentators opposed the cuts and expressed concern over their extent.
The Council for Clean Energy; Rebecca Seitzmeyer; Green Building Council; First Source. The
Sierra Club stated that the $300 million cut would have created more than 5,000 jobs, reduced
air pollution by 100 million tons, and created millions of dollars of economic activity.

Response: The NJCEP funds were appropriated pursuant to legislation and the Board is
required to ensure the budgets do not exceed available funds.

Comment: The Chemistry Council recommended that OCE promote a diverse portfolio of
conventional and economically feasible renewable technologies.

Response: Staff concurs and asserts that the proposed programs are consistent with this
objective,

Comment: BIA stated that the SBC has historically been set too high as it has produced an
“excess’ every year and that the best way to achieve the EMP's goal of reducing electricity
prices is to reduce the SBC.

Response: The Board established NJCEP funding levels in its CRA il proceeding and, as
noted above, has initiated a proceeding to establish funding levels for the next four years.
issues regarding NJCEP funding levels are outside of the scope of the instant proceeding.

Comment: Several commentators objected to moving from grants to revolving loans because it
would negatively impact program participation because the process would be more onerous
and many companies would hesitate to put more debt on their books. Fuel Cell Energy and
Steve Goldenberg opposed moving from grants to loans for CHP. Steve Goldenberg stated that
research into programs in other states and on the EDA's revolving loan program had not been
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encouraging, that the administrative costs were high, and that too aggressive a move from
grants to loans could cause market shock. MaGrann; MASEAC; DSM; Sierra Club; Green
Building Council; Consolidated Energy Design; Steven Goldenberg; Revirio

Response: The Board has indicated its general intent to explore the potential for transitioning
to financing programs as one method of reducing the SBC. This issue will be explored further
with the selected Program Administrator and within the CRA |V proceeding. Nothing within the
instant proceeding moves the NJCEP towards additional financing programs.

Comment: Steve Goldenberg stated that there was a need for increased measurement and
verification for the NJCEP programs via comprehensive and ongoing evaluation.

Response: Staff concurs. The NJCEP recently engaged two firms to perform market potential
studies and a firm to benchmark the NJCEP against other similar programs. This is in addition
to the ongoing evaluation services provided by CEEEP. Staff is coordinating with CEEEP to
develop an appropriate evaluation plan going forward.

Comment: Rate Counsel, Sierra Club, and GCP support the consolidation of program
managers into one Administrator.

Response: Staff concurs.
Energy Efficiency

Comment: The Sierra Club recommended a statewide energy efficiency standard with a goal of
approximately 20% reduction as the most effective way to reduce demand for coal and other
conventional energy sources.

Response: Energy efficiency goals were established within the recently issued Energy Master
Plan and the Board will explore this issue further within the CRA |V proceeding.

Comment: Several commenters stated that the success of the NJCEP efficiency programs was
tied to the success of the Energy Savings improvement Plan ("ESIP") program for government
entities and that grant funding from NJCEP is critical to the success of many ESIP projects.
Consolidated Energy Design; Ameresco; and Steve Goldenberg.

Response: Staff concurs. Staff is currently exploring options for assisting the development of
ESIP projects including targeted incentives. Staff welcomes specific recommendations
regarding ways to increase participation in ESIPs.

Residential New Consiruction

Comment: Rate Counsel stated that completions under the Residentiai New Construction
("RNC"} program had been falling short of goals by approximately 30% but that no reduction
had been proposed. The commenter recommended that Staff consider transferring funds out
of this program,

Response: The June NJCEP report posted on the web site shows that through June 30, 2012
the RNC program expended $5,622,729 and had $7,102,621 in outstanding commitments.
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Expenses plus commitments total 78% of the $16,320,062 budget through the first six months
of the year. Staff opposes cutting the budget for this program at this time since doing so would
most likely cause the program to run out of funds before the end of the year.

Comment: ReVireo opposed shifting all program levels to match Tier 3 Climate Choice
standards but stated that if this were to be done a more widely recognized and valued standard
such as LEED or National Green Building Program ("NAHB Green”) should be adopted as the
Tter 3 standard.

MaGrann supported the decision, made subsequent to the public hearing on September 7,
2012, to retain the current tier structure, but stated that the current program design already
provides an ideal mechanism to maximize cost effective savings by managing the balance
between technical standards, upgrade costs, incentive levels and available budget by linking
energy performance and code through the Home Energy Rating System ("HERS").

Response: Honeywell met with industry representatives on September 28, 2012, to discuss the
issues raised above. As a result of this meeting Staff has proposed additionat changes to the
RNC program which are discussed further below.,

Residential HVAC

Comment: Rate Counsel suggests that rather than eliminating incentives for air conditioning
equipment because of the forthcoming higher appliance efficiency standards, Staff increase the
threshold level for earning an incentive.

NJNG and ACAA supported the continuation of incentives for furnaces. NJNG noted that a
number of issues may delay implementation of a new, higher minimum efficiency standard; that
a change in incentive eligibility in advance of the new U.S. Department of Energy standard
would likely have created confusion; that a request for a waiver provision in the DOE standard
is pending; and that incentives are effective in inducing change to higher-efficiency equipment.

SJG, ACAA, Princeton Air Conditioning and NJNG also urged combining the furnace incentive
with incentives for the installation of high-efficiency water heaters, citing improved health and
safety, a more affordable combination installation, an increase in contractor awareness and
enhancement of their ability to sell the combination, and the advancement of the “whole house”
approach.

Response: Staff concurs with the comments regarding furnaces and has proposed to continue
furnace rebates and to provide incentives for the installation of high-efficiency water heaters as
discussed further below. Staff continues to support the elimination of rebates for central air
conditions for the reasons set out in its Straw Proposal.

Comment: Princeton Air Conditioning recommended more funding for contractor training.
Response: Staff supports contractor training and the existing program includes contractor

training. Specific proposais for additional training should be presented at an EE Committee
meeting.
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Comment: ACAA recommended tying the issuance of a construction permit info the rebate
process to ensure the job is done to code.

Response: Staff concurs with this comment. Honeywell will modify the Home Performance
with Energy Star program guidelines to require applicants to provide a copy of a building permit.

Comment: The Fuel Merchants note that heating oil equipment incentives have been made
available through non-NJCEP sources and expresses concern that because a portion of these
funds are distributed through the WARMAdvantage program, these customers will lose their
abiiity to receive incentives even those these are not subject to NJCEP cuts.

The Fuel Merchants and ACAA recommend that boiler controls to reduce consumption should
be incentivized as a relatively cheap and easy energy efficiency measure.

The Fuel Merchants state that WARMAdvantage incentives for oil furnaces should remain since
the minimum AFUE is 85% and the new U.S. Department of Energy standard is only 83%. The
commenter also questions why new standards for New Jersey will become effective on January
1, 2013, when the U.S. Department of Energy does not make these standards mandatory until
May 1, 2013.

Response: Staff clarified at the hearing that its proposal was to eliminate incentives for
furnaces only, not boilers. Further, Staff has modified its recommendation and now proposes to
continue rebates for boilers and furnaces. The program currently includes a pilot to provide
incentives for boiler controls.

Residential Marketing Budget

Comment: Rate Counsel believes that the proposed 21% budget cuts may be too high given
the significant ratepayer benefits from increased participation that could result from additional
marketing.

Response: Staff concurs that the marketing budget should be increased and notes that the
Board approved an increase to the marketing budgets in its initial 2012 budget Order. However,
increasing the marketing efforts also requires a medification to the Market Manager contracts.
As discussed at the public hearing, Treasury has determined that given the pending RFP for a
Program Administrator, it will not entertain modifications to the existing Market Manager
contracts at this time. Staff will revisit the appropriate level of marketing upon selection of the
Program Administrator.

Low Income Energy Efficiency Programs

Comment: Rate Counsel, SJG, and NJNG support the proposal to continue funding levels in
this program.

Response: Staff concurs.
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Commercial and Industrial Energy Efficiency Programs

Comment: MaGrann stated that SBC credits provided to large C&l customers under Assembly
bill 2528 should not eliminate the opportunity to participate in other NJCEP programs.

Response: This issue is not being considered as part of the instant proceeding. Staff recently
circulated for comment a proposed SBC credit program and the Board has scheduled a public
hearing to solicit input on Staff's proposed SBC credit program. Staff encourages interested
stakeholders to submit comments as part of the SBC credit program proceeding.

Comment: The BIA and Chemical Counsel supported redirecting the remaining funding toward
energy efficiency for C&l customers since they produce a greater return on dollars spent than
residential projects. Consolidated Energy Design recommended that any extra funding be
directed toward smart grid programs.

Response: The proposed budget for the C&I EE programs is over $225 million as compared to
$110 million for the residential EE programs and $50 million for low-income customers. C&l
customers also participate in the EDA and RE programs. The proposed allocation of funds
between the various customer classes represents a fair balance and allows all customers that
contribute to the SBC an opportunity to benefit from the programs,

Comment: Concord Engineering, Green Campus Partners, and DSM recommended allowing
tonger than sixty days for C&l grant and loan applications.

Response: This comment concerns the EDA CHP program. Staff held a meeting with CHP
project developers, EDA, TRC and others on September 14, 2012 to discuss this and other
issues related to the forthcoming second CHP/Fuel cell solicitation to be issued by EDA. Staff
concurs that additional time may be needed to prepare an application for this program. This
issue will be addressed in the revisions to the CHF/Fuel celi solicitation prior to the release of
the 2™ soficitation.

Comment: Green Campus Partners recommended long term based capacity payments as an
incentive.

Response: PJM manages a capacity market and allows capacity that resuits from EE projects
to bid into its auction. Staff has initiated discussions regarding aggregating capacity savings
that result from the NJCEP and bhidding such capacity into PJM. Staff anticipates further
discussion on this issue in the near future.

Pay for Performance New Construction

Comment: Rate Counsel believes that the higher cuts in this program relative to the retrofit
program are not justified given the similar level of performance. MaGrann stated that the Pay
for Performance New Construction program is important for the muiti-family market, particularly
for certain affordable projects that have difficulty meeting NJ Energy Star Homes guidelines
such as gut rehabilitations and projects over 6 stories that are not eligible for the NJ Energy
Star Homes program. Although the number of participants may not be high, the impact from
these large projects is still significant.
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Response: Staff concurs and has modified its proposal accordingly. Specifically, Staff
recommends that the Pay for Performance New Construction program continue for the time
being, pending review of actual expenses over the next several months. Should expenses
create overall budget pressure, i.e., should expenses approach budget caps, Staff will
reconsider its proposal to suspend this program. Staff also recommends that $1,000,000 be
transferred from the C&l New Construction program budget to the Pay for Performance New
Construction program budget to provide funds for additional applications.

Multi-Family Financing Pilot

Comment: Rate Counsel states that because this program has been grouped with several
other programs by Staff, it is not possible to distinguish whether this program is cut because it
has not been launched or for lack of participation. Rate Counsel urges Staff to state clearly
why this program is being cut and that unless it is legally prohibited, it should launch the pilot as
soon as possible since this market segment is underserved.

Response: This program was proposed to be eliminated since it has not yet been launched.
Further, implementation of this program would require a modification to TRC’s contract, which
will not be entertained by Treasury at this time. Staff continues to support the development of a
financing program for this market segment and anticipates that the selected Program
Administrator will commence implementation of this program in the next budget cycle.

Retro-commissioning

Comment: Rate Counsel states that because this program is grouped with several others it is
not possible to determine whether it has been cut because of fack of launch or lack of
participation and urges Staff to clarify the reason for the cut.

Response: This program was proposed to be eliminated since it has not yet been launched.
Staff continues to support the development of a retro-commissioning program and anticipates
that the selected Program Administrator will commence implementation of this program in the
next budget cycle.

Comment: Consolidated Energy Design recommended removing the requirement of a
computerized building model from Pay for Performance because it created a bottleneck which
resuited in large surpluses at the end of the year and replacing it with a Board approved fully
automated energy analysis submetering program. In addition, the commenter recommended
that any contractor hiring new employees should be able to seek special job creation incentives.

Response: Staff recommends that these proposed changes be presented and discussed at a
future EE Committee meeting to solicit additional input.

Direct Install

Comment: Rate Counsel believes that Staff should explain why this program alone received
increased funding.

Response: Through June of 2012 TRC has expended $11.4 million and has over $12 miliion in
outstanding commitments in the Direct Install program. TRC estimated it will fully expend the
initial 2012 budget of $41.3 million. Further, Staff proposed a new focused effort that targets
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small schools and municipalities that took advantage of ARRA funds to perform an audit but
have not implemented measures. This effort should increase expenditures further.

Large Energy Users Pilot

Comment: Several commenters recommended that this pilot be continued in order to better
address the needs of the state’s large energy users. Chemistry Councit; LEUP;

Response: Staff recently circulated for comment a proposed program that addresses the
requirements of the SBC credit law that included many of the current features of the LEUP.
Staff will entertain comments regarding the proposal to continue the LEUP as it considers its
recommendations related to the SBC credit law program.

Green Jobs and Building Code Training
Comment: Rate Counsel requests a clearer explanation of the proposed 147% increase.

Response: The additional funding represents additional 2011 carry over that is required to pay
previous commitments. Staff is not recommending any new funding for new activities.

New Financing Program
Comment: Rate Counsel requests a clearer explanation of the elimination of this program.

Response: This program was proposed to be eliminated since it has not yet been developed or
faunched. Staff will explore potential new financing programs upon selection of the Program
Administrator.

Clean Power Choice

Comment: Given the proposed elimination of funding for this program, Rate Counsel opposes
any change that could result in the EDCs passing through the costs of this program to
ratepayers.

The Clean Power Marketers commended the Board on its commitment to maintaining the
structure of the program going forward despite the proposed elimination of its budget from the
NJCEP. The commenters state that they are willing to pay the EDCs for their reasonable costs
in looking up customer account numbers but believe that they should not be required to pay for
the cost of Electronic Data Interface, since this service is provided to third party suppliers
without a fee.

Response: Staff’'s proposal is to have the Clean Power Marketers directly reimburse the utilities
for any expenses related to this program. The utilities will continue to implement the Clean
Power Choice program through December 31, 2012, as set out in the Utility 2012 compliance
filing previously approved by the Board. Staff will hold additional discussions with the utilities
and the Clean Power Marketers regarding program changes to he implemented in 2013 which
will be presented to the Board for consideration at a future date.
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EDA Programs

Comment: Based on its analysis of EDA expenses as of June 1, 2012, Rate Counsel
concluded that OCE had proposed a 722% increase but stated that it would need additional
information to evaluate the EDA budget.

Response: Staff proposed reducing the EDA budget from approximately $107 million to $49
million. $37 million of the proposed EDA budget is for the CHP/Fuel Cell program related to
approximately $11 million m applications EDA received in response to the 1* solicitation, $25
mitlion for an anticipated 2™ solicitation, and administrative fees. The remaining $12 million in
EDA’s budget is for the Clean Energy Manufacturing Fund and the Green Growth Fund which
combined currently have approximately $6 million in commitments leaving approximately $6
million for potential new projects through June 2013.

Combined Heat and Power

Comment: GCP stated that if utilities were required to pay as little as $0.01-$0.03/ kWh under
long term CHP capacity contracts, a large market for on-site CHP projects would open in New
Jersay.

Response: Staff is exploring alternative financing methods for EE and distributed generation
within the context of the ongoing CRA IV proceeding and will coordinate with the selected
Program Administrator to further explore alternative financing mechanisms. Staff will consider
this recommendation further in the context of those proceedings and recommends that the
commenter present this proposal to the EE Committee to solicit input from other interested
stakeholders.

Comment: Many commentators opposed cutting funding for CHP-fuel cell programs and stated
that the CHP/fuel cell program suffered from a lack of consistent funding. GBD; Consolidated
Energy Design; NJNG; SJG; MaGrann, Concord Engineers; Fuel Cell Energy; Steve
Goldenberg; MACEAC; Veolia; Concord Engineers; Solar Turbines;

Response: Consistent funding is important to the development of a robust CHP/Fuel Cell
market. However, the required level of budget reductions required Staff to balance various
competing interests.

Comment: The Chemistry Council supported the small CHP/Fuel Cell program.
Response: Staff concurs.

Comment: Bioom, a manufacturer of solid oxide fuel cell technology, and UTCP, which
develops, designs and produces fuel cell technology, supported the overall allocation of funding
toward the small CHP/Fuel Cell program but argued that the reduction in the cap per project
from $2 million to $1 mitlion was unnecessary because the program had already been limited to
systems less than or equal to one MW. UTCP argued that the decrease would have the effect
of discouraging New Jersey businesses from installing fuel cells over 333 kW, the size at which
they would reach the cap.
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Response: Staff concurs with this comment and has withdrawn its recommendation ta reduce
the cap on incentives for the CHP/Fuel Cell program at this time.

Comment: UTCP objected to the reduction in incentive for leased fuel cell technology with a
lease term of under fifteen years, stating that it purchased equipment needed a warranty of only
five years and that the 6%/year reduction produced a total reduction of 33%, placing leased fuel
cells at a competitive disadvantage.

Response: Staff concurs with this comment and has modified its recommendation as follows:
The intent of the program policy was to ensure that CHP/fuel cell projects remain on site and
operational for at least 15 years. Based on a review of the comments and programs in other
states, Staff now recommends that the program guidelines regarding leases be eliminated and
replaced with more generic language that is neutral regarding the type of project financing
utilized. Language will be added that clarifies the intent is to ensure projects remain on site and
operational for at least 10 years, a reduction from the previous 15 year requirement.

CORE

Comment: Rate Counsel recommended that the Board discontinue funding for the CORE
program because that program was ended in 2008 and its "wind-down” has gone on for too
long.

Response: The budget for the CORE program is required to honor previous commitments that
have not yet expired. Staff anticipates that all projects will have been completed and paid or will
have expired by the end of 2012 enabling the discontinuing of funding.

REIP

Comment: Rate Counsel questions whether allocating $5 million from available 2013 funding is
useful at this time because no need has been demonstrated.

Response: Staff proposed the $5 million for this program for administrative costs related to
processing SREC only applications and for new biomass applications.

Offshore Wind
Comment: Rate Counsel supports the proposed elimination of the carry over and of an
additional $3 million to this program.

Response: Staff concurs and has proposed the transfer of $3,418,634 from the OSW program
budget to other programs.

Grid Connected (formerly RED!)
Comment: Rate Counsel supports the proposed elimination of the $360,000 carry over and
additional $16.4 million reduction.

Response: Staff concurs.
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OCE Oversight

Comment: Rate Counsel states that OCE has proposed a 512% increase for QCE Oversight.
Noting that Staff justified the increase by stating that it included an amount intended to cover
transition services for the new administrator, Rate Counsel said that in the absence of actual
budget amounts and supporting information it was not able to comment on the actual budget.

Response: The required level of funding for fransition will not be known until after the selection
of the Program Administrator and discussions with the incumbents related to transition, if
required, and are therefore estimates only at this time. Staff will propose to reallocate any funds
not needed for fransition activities 1o programs in a future budget order.

OCE Recommendations

Based on the comments received Staff is proposing several modifications to the budgets and
programs set out in its Straw Proposal. Specifically, Staff recommends the following changes to
the programs and budgets that were included in its Straw Proposal:

1. Residential HVAC Program: Staff recommends continuation of incentives for furhaces
and to provide an additional incentive for the installation of energy efficient water
heaters to address the stranded water heater issue discussed at the hearing and in
written comments. Staff previously clarified that its initial proposal was to continue
incentives for boilers. Staff recommends that the rebate for furnaces be reduced from
$400 to $250, that the rebates for certain water heaters be increased from $300 to
$500, and that the combined rebate for a project that installs both a qualified furnace
and a water heater that addresses the stranded water heater issue be set at $300.

2. Residential New Construction Program: Staff recommends continuation of incentives
for Tier 1 & 2 homes in the Residential New Construction program but require a five
point higher HERS score at each existing incentive level in order to drive increased
energy savings.

3. Home Performance with Energy Star Program: Honeywell has developed a proposal
to include New Jersey Credit Unions in the program as an additional provider of project
financing. It is anticipated that the Credit Unions will issue loans to customers at a lower
interest rate than the current loan provider resuiting in significant cost savings to the
program due to reduced interest rate buy-down costs. Customers that utilize a credit
union for financing would receive a nominal incentive that would be paid by the Credit
Union from a portion of their administrative fees. Staff recommends approval of this
proposal, Staff recommends that applicants be required to submit applicable building
permits.

4. Energy Efficient Products Program: Staff's Straw Proposal recommended reducing
the suite of eligible products for which incentives are provided through the Energy
Efficient Products program. Based on additional discussions with Honeywell, Staff
recommends eliminating direct to consumer rebates for clothes washers purchased after
December 31, 2012.

5. C&l Retrofit and New Construction Programs; Staff's Straw Proposal recommended
a reevaluation of what measures are eligible for incentives based on upgraded codes
and standards. Based on this directive, TRC reviewed the list of eligible measures and
recommend elimination of three measures as follows;
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a. Lighting: T12 fixtures and Incandescent bulbs: Federal law established a
schedule for eliminating the manufacturing of T12 fixtures and certain
incandescent bulbs. TRC recommended elimination of incentives for these
measures effective March 1, 2013 and Staff concurs with this recommendation.

b. LED exit signs: With the advent of Energy Star specifications and federal
standards, incentives are no longer needed to promote LED exit lamps. TRC
recommended elimination of incentives for these measures effective January 1,
2013 and Staff concurs with this recommendation.

c. Premium Efficiency Motors: Federal standards now closely match program
minimum efficiency requirements. TRC recommended elimination of incentives
for certain motors effective March 1, 2013 and Staff concurs with this
recommendation.

. CHP/Fuel Cell Program: Staff recommends that language in the program guidelines

related to lease terms be modified as discussed above and has withdrawn its

recommendation to reduce the cap on incentives at this time.

Pay for Performance New Construction Program: Staff recommends continuation of

this program pending further review of actual expenses compared to budgets going

forward. Should expenses and commitments approach budget caps, Staff will
reconsider its proposal to suspend this program.

. EDA CHPIFuel Cell Program: The first CHP/Fuel Cell solicitation issued by EDA in

early 2012 was a competitive solicitation. The second solicitation to be issued by EDA

will be an open application process.

. Budgets:

a. TRC proposed a number of changes to the C&I EE budgets as follows;

i. Pay-for-Performance New Construction. TRC has indicated that it
recently received applications for this program that would result in the
proposed budget being insufficient to approve new applications received.
Therefore, Staff recommends transferring $4,000,000 from the C&l
Retrofit program to the Pay-for-Performance New Construction program.
Staff recommends that an additional $1,000,000 be transferred from the
C&i New Construction program to the Pay for Performance New
Construction program to allow the Pay for Performance New Construction
program to remain open for new applications.

ii. Large Energy Users Pilot: TRC has indicated that the proposed budget
is insufficient to approve the applications received to date. Therefore,
Staff recommends transferring $617,000 from the C&I Retrofit program to
the Large Energy Users Pilot,

iii. The level of funds remaining in the C&l Retrofit and C&l New
Construction programs are estimated to be sufficient to meet updated
anticipated participation levels.

b. Honeywell has proposed a number of changes to the Residential EE budgets
included in Staff's Straw proposal to reflect updated program activity levels as
follows:

i. Increase the Residential HVAC program budget proposed by Staff by
$1,616,424.60.

i. Decrease the Residential New Construction program budget by
$1,055,130.40.

. Increase the Energy Efficient Products program budget by
$2,662,391.42
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iv. Decrease the Home Performance with Energy Star program budget by
$3,157,677.78

v. Decrease the Residential Marketing budget by $66,007.84

vi. The budget modifications shown above do not change to the total
Residential EE budget proposed by Staff.

Staff recommends approval of each of the budget modifications proposed above.

Staff proposed to zero out the budget for the "Other Studies” component of the
OCE Oversight budget. However, an additional invoice is expected to close out
one remaining project. Therefore, Staff recommends leaving $10,000 in this
budget to pay any remaining costs associated with the previously approved
grants.

One of the Green Jobs grants was completed at a cost $96,507 below the
original grant amount. This funding is now available to realtocate to programs.
Staff recommends that $96,507 be transferred from the Green Jobs and
Building Code Training budget to the Residential HVAC program since current
estimates indicate that additional funding may be needed to process anticipated
HVAC rebate applications.

Staff inadvertently omitted 2013 funding for the Clean Energy Business Web
Site. Staff previously committed to fund the web site in an amount of $60,000
per year for five years. Staff revised the OCE budget by transferring $60,000
from OCE Staff and Overhead to the Clean Energy Business Web Site budget.
Staff initially proposed to reduce the budget for the Edison Innovation Clean
Energy Fund by transferring out $159,205.65 in additional 2011 cairy over.
However, this funding is needed to pay existing commitments. Therefore, Staff
recommends increasing the initial budget proposed by Staff for this program by
$1569,205.65 and reducing the REIP budget by the same amount. The REIP
budget can be reduced due to cancellations of previous commitments.

The following tables show the final budgets recommended by Staff that incorporate ali of the
modifications discussed above:

2012 - 2013 Funding Levels

and EO11100631V

Additignal Prliminary |Avaliadie Fundg

sz Budget Camyover ¢ Line Hem Budget Revisad 2012 Addldonal 2013 | - Total 2612¢ & Expensesplus | for the Period

o 122011 . Funding Plus | Manths 2013
Board Orda Additional Tanskrs Raductions Funding Levels 2042 Carry Over Budget Commitmentsas { July1, 2012-
Interest of June 30, 2042 | June 36, 2043
{a) {h) e} ] felr(albichd} i {aF{e+h fhl {ilgHh)
Enargy Hficlancy Programs $402,143,330.70 | $21 445.320.38 | 520838, 241 5T)| (104037 200 34y 830571322825 | 58200000020 $3B7.713,32045] S176.163612.30 | $241,49,716.35
Renewable Enargy Frograms | $58.031421. 20| $12318,148.21 | ($12.156.042 56)] SI55E0705685)]  $§33831.42120| 4500000000 | 338831 421.20|  575,008668.95] $14,722,151.25
EDA Pragrams §107 850,425 B2 $7¥00,000. 08 - E657 540 56}! (§5A.642 450 2411 $49,045,280.92 $0.00] HaMszE M 56,792.648.66 | §42.252,831.26
QCE Qversight S840 ARB AR | BtOA2 44004 | 8113 234 04) 5750 102 10; SOUB64 28|  S6.000,000.00] $14,186401.2 $2,760.045.83 1 $11,417,366.45
TRUE Grnt $IIMS0000|  STA153N B $0.00 $0.00]  $21,789.874.28 5000  $21,7R9 872 §21,789 614 28 $0.00
Additional Interest $5,915,88432 | 85 41556432 SO.DDI 5000 $0.00 40 §0.00 $0.00
Total §508,624,130.10 | $40.438,157.04 | (540,897,793.37)] (81 88.938.13?.83}] $418,365,305.94 | $93.000,000.20 { 351,355,308 14 |  $234,423,854.83 | $273,542 454.3¢
Legidative Actien $52, 500,000.00 $0.00 | $200,000,000.00 | $252,500,000.00 | $131,500,000.00 1 5384.000,000.00 | 5384,000,000.00 $0.00
Total $651924,120.90 | $49,438,157.04 | $150,302,206.63 | %1 aa.sss,m_aayl $GT0, 866, 305,94 | $224,500,000,20 |  $295,366,306.14 |  5615,423,851.80 | $279,942 454. 1
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2012 - 2013 Energy Efficlency Program Budget
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Board Approved | Additional Carmy Revised 2012 | Commitments as | Additional 2013 | Total:2012:2013
212 Budget Over  |-ne e Translers Budget Reduction | oy of 212 Funding Budget
Programa fal {b} fe) fd} {elapbicHd) i fa} thiFtelg)
Residential EE Programs
Reamndential HWAC - Eleginc & Gas $23, 178 518.4 5117881214 1175 812 14 1$1 ZBT.ORE 401 $21 851 450.41 .00 3500000000] 526,891,450.41
Ras:dential New Conslriction 3632006150 | 85,371,344 70 35 371 244 7g) ($1,055. 130,45 $15,204,801.10 $71.426.322.000 $5000000.00]  $20,264.53.10
Energy Eficient Producis $20,275.407.84 | 51,454,306 85 51154106 5-5;] 132837 669 58] $17 437 700.28 S0.000  %4.700.000.00 | 522.137,758.26)
Homme Perfomiance with Energy Star $I2.366,41249 1 45,320,173.88 $5 320 173 85; AEITHTT 7B 827 GRATMT §6.160.000.00) $11.800.000.00| 539,355,734 71|
Residential Markating $1,651,381.84 511052077 $105823 1T (3407 407 €9 $1.243,976.16 50.00 $500,000.00 §1.743,576.18
Sub Total Residantial $83,011,784.48 | $13,435,461.24 1313546120 i910.444.892.80)  $83,795,891.64 )  $13,588,322.00 $27,000,000.00 | §110,395,881.64
Residential Low Income
Combor Partoers §35,000,000.00 | 52 433 546.14 52473 545 14" ] §35,000,000.00 $0.00 | $15.000,000.00)  %50,000,000.00,
Sub Totdd Low Income $35.000.000.00 | $2,423,546.14 1§2,423,546.14) $0.00 $35,000,000,00 $0.06 | $15,000,000.00 |  $50,006,000,00
C&l EE Programs
G4l New Constaugtion $10,024,122.02 $713,889.31 -5713.548 31 SAEO000000 850112202 33738 14|  $500,000060 $5,524122.02
C&I Retmft 865,600,898 07 | 83,25 70245 $325670245:) (810 347581 o0 $55357,018.97 |  $IUEIT 41954 | $1900000.00|  §67,257,018.97
Pay-for-Perfnance New: Conslruction $10,310,817.58 $192,117.30 5152 117 34) 163,800,060 [3; 3051081788  $1.91830460[ $7,900,000.00 57,610,817.58
Pay-kx-Ferformance $64,555,958.00 $333,551.62 5533991 £2) B13 OO0 00Y  S47.085,958.00 | 530068467701  $3,000.000.00 550.055,958,@
CHP $20,000,000.00 $0.00 3000 136,000,000 504 $14,000,000.00 $5.247.500.00 1 $3,000.000.00 sw,um.mo.m]
Lacal Guemment Energy Audil +5,000,000.00 (5139 563 2% §139,583.26 1§t 050 060 09}, $5,000,000.00 52,763,121.00 $5,000.000.60]
Direct nglal £41,237.218.00 V5174 288 03 $174,286.00 $2,000,000.00 $4,237.218.00 | $12,280,768.48) $1728404420] 450,832, 162.20]
TEACH 30.00 $561,230.00 §581 230 00y 50.00 £0.00 0.0
Markeling $1,575,000.00 $12 86921 512569 21} ssebogian]  $1,075000.00 S000]  $500000.00| 5157500000
|Large Eneray Users Pilot $26, 753,000 68 $33.403.90 $33403 900 4820383009 60 $4,380,000.68 $5,332,041.02 | $75.455 036 00 $30,835,058 88
Mulli-Family Finaneing Pilsl §10, 000,000 00 £0.00 30.00 $10.000. 000 00} $0.00 $000 $0.00
Retrocommizsianing $5.000.000.00 $0.00 $0.00 :85 600 000 00 $0.00 30.00 30.00
Subr Total CU $259,266,116.25 |  $5,280,234.54 (5,280,204 540 (47352590000 M85TA0138.B | $92.248,501 74 $29,750,000.20 | $225,490,135.45
Qther EE Programa
Green Jobs and Building Code Training $185,420 97 5287527 50 550 507 0] $286,450 47 £0.08 $386,450.47.
Sustangbis Jersey $E70,006.00 $319,850.89 $1,189,850.6¢ 50.00 $250,000.00 $1,439, 85089,
New Financing Programs ¥20),040,000.00 .00 £0.00 1§23 000 0G0 09} 5006 30.00 $0.00
Sub Tota OﬂmEm@rEﬁc.‘emy Programs  §21,065,429.97 307,31 $0.00 ($20,095,507.08Y $1,576,3H.5% $0.60 §250,000.00 $1,525, 0436
Total Eneryy Efficiency $409,143 330,70 | $2¢ 448,120.58 [§20,836,541.83)  ($904,007,380.84)]  $305,7113,328.25 | %105,7%5 523,78 $62,000,000.20 | 4387713, 328.46
2012 - 2013 Renewable Energy Program Budget
Board Approved [Additiona! Carry Ling item Budiget Rediction Revised 2012 | Commitments as | Additionat 2013 | Total:2012-2013
2012 Budget Over Transfers Budget of 6129112 Funding Buagat
Programs {x} i U] {d) (o)l ) Hcp{d) ju] jul} {={e)+a}
Customer On-Site Renewabla Edergy | $4.150.000.,00 |  $5,333,861.87 135 323,851 97) $4,150, 000 09 $2,588, 943 00| $4,150,000.00
Clean Pawer Choice $32,400.00 34,23593 34 235 93) $32 400.00 £0.00 $32.400.00
Ofishore Wind £8,518,408 00 $418,634.00 S418 634 U8 153,068 0G0 () 35,519,408 .00 §7.804,374 00 $5,518,408.00
Renewabte Enargy Program: Gnd
Connected {Fomery REDY) $20,425,386 40 $360,000.00 -SIE0.000 00 (56 400 000 () $4,025,386,40 $3,858,320.00 $4,025,386.40
{Renewabls Ensrgy Incentive Program | $24,233.390.05|  $6.042.21066 56 042 210.66) S5 159 205850 $18.074,184.40 52,432 471.00 $5,000,000.00{ 523,074,184.40
Edisen bnovation Clean Enargy Fund
{formerty C5T) $1.871.836.75 $158,205.65 $1,821 042 40 $1.484 447 95 51,831,042 40
SUB-TOTAL Renewakles §58,031,421.20 | $12.318,148.2 (312,458,042 56}  ($25,559,205.65)  $30,631,421.20 |  $18,186,605.95 $5,000,000.00 | $34,631,421.20
2012 - 2013 EDA Program Budget
Board Approved | Additional | Ling item Budget Revised 2012 | Commitments as tAdditional 2013 Total:2012-2013
M2 Budget | CamyOver | Transfers Reduction Budgat of B12ar2 Funding Budget
Programs ) ) {c) id) {ei=ap{b)Hchd) i {a) {hi=(eHa)
EDA PROGRAMS
Clgan Energy Manufacturing Fund 531.067.365.20 | $700.000.00 1 3862 64986 1522 740,090.00) $8.364,735.63 $4,838,483.00 $8,364.735.83
Edison inncvation Gresn Growah Fund $3,940,545.29 $0.00 $500 000 00} $3,440 545,28 $1,000,000.00 $3.4400 845,28
EE Rewghing Loan Flind $17,642,490 24 $0.00 AT 372 499 24) $270,000.00 $0.001 $270,000.00
Large CHP Soficiatation $55,000,600.00 $0.00 $8020000.00  $36,970.000.00 S0.00 $36,970,000.00
Tatal EDA Programs $107,650,420.02 | $700,000.00 | 13662,549.68)] (858,642,400 2)]  $49,04%,280.92 $5,838,483.00 $0.00 ] $49,045,280,92
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2012 - 201 3 OCE Oversight Budget

App:.::?mz Additenal | Linettem Budget | Revimd 2012 | Comitmants [Additional 2043| Total:zve22013
Budgat Camy Cver Transfers Reduction Budget as of 202 Funding Budget
fz) {te} &) ld fellap(bp(c]+) i g {hj{e+g)
Adminisiration and Overhead
OCE Slaff and Overhead 52,988, 016,43 $83,759.65 ($83,755.66) $898.627 00 $3,886,643 43 §5,419 818.21 $9,306,461.684
Proaram Coordinaler $2,163,537 25 $132,407 50 $132 407 50[ 15100 000.00; $2,063,537 25 $171, 96144 52,235 458.89
Sub-Totsl: OCE Administration and Overhead $5,159,653.68 | 421636716 (4216,167.16)]  §798,627.06 $5,950,180,68 $0.00 | $5.591,779.65 |  $11,541,960.33
iMembershipabues
Clean Em States Aliarce $25,000.00 §0.00 §0.00 :325. 200 00} 50.00 .00
C fiwm fir Energy Efficiency $0.00 $2.621,00 152 £21 003 000 $0.00
2012 Sponsorstips £ 100,000 00 $0.09 §100,000.00 £100,000.00 $200.000.00
Sub-Tolal: Mamberships-Duas $125,000.00 $2,621.00 1$2.52.00) {525,000, 50} $100,000,00 $0.001  $106,000.00 $206,000.00
Evaluation and Related Research
Rufoars-CEEEP $920,613.64 $400,000.00 50.00 §1,320,612.64 3132061364
Funding Recongiliation §50,000.00 $21,055.00 000 §71.055.00 $71,055.00
Q&M Scoping StudpOntine Acadeny $0.00 $58,890.88 359,899 £8; $0.00 $0.00
Offer Studies $44.5656.75 000 $0.00 '§24 566 75, $10,000.0¢ $10,0600.00
Program Evalustion £1,551,779.65 $843, 706.90 1$543, 706 B0)| 151 500 00 DO} $551,779.65 £248,220 35 $500,000.00
Financial Audis $486,162.35 30.00 $0.00 :5498 167 15 .00 $0.00
Sub-Total; Evaluation and Relztad Research $3,065,122.38 | $1,323661.78 {SS02.608.7RY 51,5327 58.10) $1.963,440.29 $0.00 $348,220.35 $2,201%,668.64
Mariating and Communicationsy
Ouireach and Education/Sommurty Partrer Grants $22,772.3 $900,000 00 £0.00 $122.772 Sz
Claan Energy Busit Vel Site $50,000.00 $0.00 $0.00 $6{1,005.00 $60,000.00 $120,000.00
Sub-Tatal: Markeling and Communicati $TI2M ] $400,000.00 $0.00 $0.00 19,7751 $0.00 $E0,000,00 2421101
ITOTAL: Agminlstration $8.424.448.00 | 4184244004 | (51123,008.94)]  i§759,90210)  $6,186,401.28 $0.00 | $6,000,000.00 | $14,136,401.28

The following tables show the allocation of the EE and RE budgets to the various program

managers.

2012 - 2013 Energy Efficiency Program Budget by Program Manager
Energy Efficiency Programs

Honeywell TRC Utilities QCE Total

Programs
Residential EE Programs
IResidential HYVAL - Eleciric & Gas $28,881,450.41 §26,891,450.41
Residentiagl New Construction 520,264,931 10 520,264 931,10
Energy Eficient Products $22,137,799.26 $22,137,799.26
Home Performance with Energy Star $39,358,734.71 $39,358 73371
Residential Marketing $1,743,5976. 16 $1,743,976.16
Sub Total Residentiai $110,396,891.64 $0.00 50.00 $0.00 | $110,396,891.84
Residential l.ow Income
Comiort Periners $50,000,000.00 $50,000,000.00
Sub Total Low Income $0.00 $0.00 | $59,000,000.00 50.00 $50,000,000.00
C&| EE Programs
C&) New Construction $5,524,122.02 35,524,122 02
C&1 Retrofit $57,257 018.%7 $57,257,018.97
Pay-for-Performance Mew Construction $7,610,817.58 §7,610,817.58
Pay-for-Parformance $50,055,958.00 $50,055,958.00
CHP $17,800,000.00 £17.000,000.00
Local Government Energy Audit $5,000,000.00 $5,000,000,00
Direct Install $80,632,162.20 $60,632,162.20
TEACH 30.00 $0.00
Marketing %1,575,000.00 $1,575,000.00
Large Energy Users Pilot $20,835,056.68 $20,835,055,68
Mutti-Family Financing Pilot $0.00 $0.00
Retrocommissioning $0.00 $0.00
Sub Total CEf $0.00 | $225,490,135.45 §0.00 50.00 | $225,490,135.45
Other EE Programs
Green Jobs and Building Coda Training $386,450.47 §3686,450.47
Sustainabie Jersey $1,439,850.89 $1.439,850.89
New Financing Programs o 50.00 $0.00
Sub Total Other Energy Efficiency Programs $0.00 $0.00 $0.00 $1,826,301.26 $1,826,301.36
Taotat Energy Efficiency i $110,396,891.64 | $225,490,135.45 | $50,000,000.00 $1,826,301.36 | $387,711,320.45
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2012 - 2013 Renewable Energy Program Budget by Program Manager

Renewable Energy Programs
Honeywell QCE/EDA Utitities Total
Programs

Custermner On-Site Renewable Energy $4,150,000.00 $4.150,000.00
Clean Power Chuice $32,400.00 $32,400.00
Qffshore Wind $56,518,408.00 $5,518,408.00
Renswable Energy Program: Grid Connected

{Formery RED) $4,025,386.40 $4,025,386.40
Renewable Energy Incentive Program $23,074,184.40 $23,074,184 .40
Edison Innovation Clean Energy Fund (formedy CST) $1,831,042.40 $1,831,042.40
SUB-TOTAL Renewables $27,224,184.40 1 $11,374,836.80 $32,400.00 $38,631,421.20

Honeywell, TRC, the Utilities and the OCE (the OCE filing includes EDA and Sustainable
Jersey) each submitted revised 2012-2013 compliance filings incorporating the changes
discussed above. Staff has reviewed the revised compliance filings and finds them consistent
with the changes set out herein. Therefore, the OCE recommends that the Board approve the
revised compliance filings and authorize the program managers to implement the budget and
program changes set out in the filings upon proper notice.

DISCUSSION AND FINDINGS

The OCE coordinated with the Market Managers, the NJCEP Program Coordinator and other
stakeholders to develop proposed modifications to the 2012-2013 NJCEP budgets. On or
about August 17, 2012 the Board circulated a Request for Public Comment and the OCE
circulated a Straw proposal for public comment. Written comments were due by September 12,
2012 and the proposed changes were discussed at the September 10, 2012 meetings of the
EE and RE Committees. In addition, the Board held a public hearing on this matter on
September 7, 2012. Accordingly, the Board FINDS that the process utilized in developing the
2012-2013 programs and budgets was appropriate and provided stakeholders and interested
members of the public the opportunity to comment.

The Board has reviewed the changes to the programs and budgets proposed by Staff, the
written comments received and the public comments presented at the public hearing. The
changes proposed by Staff represent a reasonable approach to maintaining NJCEP programs
while meeting the mandates of the FY12 and FY13 State budget appropriations.

Based on the above, the Board HEREBY FINDS that the revised budgets and programs set out
above are reasonable. Therefore, the Board HEREBY APPROVES the 2012-2013 budgets
recommended by Staff in the tables above. The Board FURTHER FINDS that the budget and
program changes discussed above are incorporated into compliance filings submitted to the
Board for approval. Therefore, the Board HEREBY APPROVES the 2012-2013 compliance
filing filed by Honeywell and the Utilities dated November 8, 2012, and by TRC and the OCE
dated November 14, 2012. The Board HEREBY AUTHORIZES the program managers to
fmplement the budget and program changes set out in the filings as soon as practicable and
upon proper notice. If there is any conflict between a compliance filing or related program
document and Board order, the terms of this Board order shall govern,
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The Board HEREBY DIRECTS the utilities to submit payments to the NJCEP Fiscal Agent
(Treasury) for the months of January through June 2013 set out in the table above (see pg. 6),
consistent with existing Board and Treasury policies and procedures.

In addition, the Board recognizes that the six month transition period in 2013 to align with the
State fiscal year, along with significant reductions to the NJCEP may impose certain
administrative burdens on Staff to ensure that the programs are meeting expectations and
remain open through the entire funding period. The typical process for modifying the budget
takes several months, including staff proposals, public comment periods, and Board action.
Considering the budget cuts described in this Order and the six-month transition to the State
fiscal year, the Board FINDS that an expedited budget modification process is necessary to
avoid potential budget shortfalls and/or program closures. For these reasons, it is reasonable
to delegate additional limited authority fo Staff to properly manage the NJCEP,

Staff has proposed a process that streamlines the process to modify the NJCEP budget during
the transition for the first six months of 2013, In part, Staff's proposal includes: 1) an
expenditure threshold that triggers Staff's authority to reallocate funds; 2) a 10% cap on Staff's
authority; 3} limits on how funds may be reallocated; 4) notice to the Commissioners prior to
implementing any reallocation; 5) notice to the public and opportunity for comment prior to
Board action; and 6) prempt submission to the Board for ratification, modification, or reversal of
any budget adjustment.

The Board FINDS that Staff's proposal, set forth in the body of this Order, is specific, properly
limited in scope, and is necessary for the six-month transition period. The Board also FINDS
that the proposed delegated authority is administrative in nature and is not intended to give
Staff authority to materially diminish any program.  Therefore, the Board HEREBY
AUTHORIZES Staff to exercise delegated authority consistent with the terms of this Order until
June 30, 2012.

DATED: ﬂ"/c‘}o {3 BOARD OF PUBLIC UTILITIES

///,Lﬂlff#

ROBERT M. HANNA

(] Don /) Fﬁf« PRESIDENT /L\A_,

ANNE M. FOX ' ( ~J SEPH L FIORDALISO
MM]SSIONER WL OMMESSIONER
NFCHOLAS ASSELTAY MARY-ANNA HOLDEN
COMMISSIONER COMMISSIONER
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IN THE MATTER OF COMPREHENSIVE ENERGY EFFEICIENCY AND RENEWABLE
ENERGY RESOURCE ANALYSIS FOR THE 2009 - 2012 CLEAN ENERGY PROGRAM:
REVISED 2012 AND INITIAL 2013 PROGRAMS AND BUDGETS
DOCKET NOS. EO07030203 & EQ1110631V
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Agenda Date: 12/19/12
Agenda item: 8E

STATE OF NEW JERSEY
Board of Public Utilities
44 South Clinton Avenue, 9" Fioor
Post Office Box 350
Trenton, New Jersey 08625-0350
www.nj.gov/bpu/

CLEAN ENERGY

IN THE MATTER OF THE IMPLEMENTATION OF ) ORDER
A2528/82344 (N.J.S.A, 48:3-60.3) AND THE SBC )
CREDIT PROGRAM ) DOCKET NO. EQ121009840

Parties of Record:

Stephanie A. Brand, Esq., Director, New Jersey Division of Rate Counsel
Andrew D. Hendry, President and CEO of New Jersey Utilities Association
Sara Bluhm, New Jersey Business and Industry Association

Steven S. Goldenberg, Esq.

Public Service Electric and Gas

Jersey Central Power and Light

Atlantic City Electric Company

Rockland Electric Company

New Jersey Natural Gas Company

South Jersey Gas Company

Pivotal Holdings, Inc., d/b/a/ Elizabethtown Gas Company
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Novartis Pharmaceuticals Corporation

Gerdau Long Steel North America

Chemistry Council of New Jersey

Comverge, Inc.

Port Authority of New York and New Jersey

NAIOP NJ

Phillips 66 Bayway Refinery

BY THE BOARD:

This Order memorializes action taken by the Board of Public Utilities (“Board”) at its December
19, 2012 public meeting, where the Board considered proposals related to its implementation of
N.J.S.A. 48:3-60.3 by January 1, 2013, as required by the [aw.

BACKGROUND AND PROCEDURAL HISTORY

A DORVVNLAND ORUGEDURAL HISTORY

On January 17, 2012, L. 2007, ¢. 340 (codified at N.J.8.A. 48:3-60.3) (*Act”), was signed into
law and became effective immediately. Under the Act, on and after January 1 next following the



date of enactment, commercial or industrial (“C&I" or “C or I") ratepayers are entitled to a credit
against their annual Societal Benefits Charge ("SBC").

The 8BC was implemented at the time of electric deregulation pursuant to the Electric Discount
and Energy Competition Act ("EDECA™, N.J.S.A. 48:3-49 et seg. and constitutes a per unit
charge imposed by an electric or gas public utility at a level determined by the Board in
accordance with N.J.S.A. 48:3-60. See N.JA.C. 14:8-1.2. By law, each energy utility may
collect Board approved costs such as those associated with gas plant remediation, nuclear plant
decommissioning, social programs such as the Universal Service Fund ("USF") and Lifeline,
and programs under N.J.S.A 48:3-60(a)(3), now referred to as the Clean Energy Programs
("CEP"), through the imposition of a non-bypassable SBC charge imposed on electric and gas
public utility customers. N.J.S.A. 48:3-80. The total amount of the SBC paid by each C or |
ratepayer constitutes its SBC liability and a portion of those remittances funds each of the
accounts listed above.

N.J.S.A. 48:3-60.3 allows C&} ratepayers a credit based on their investments in qualifying
energy efficiency ("EE") measures. This credit may be used to offset the C or | ratepayer's SBC
liability,. N.J.S.A. 48:3-60.3(a). The amount of the credit authorized under N.J.S.A 48:3-
60.3(a):

shall be equal to one-half of that partion of the costs incurred by the
commercial or industrial ratepayer during the preceding calendar year
for the purchase and instaliation of products and services that are
intended for energy efficiency purposes, that would be eligible for
incentives under programs that the board shall have determined to fund
by the societal benefits charge pursuant to paragraph (3) of subsection
a. of section 12 of P.L. 1999, ¢.23 (C.48:3-60).

[N.J.S.A 48:3-60.3(b).]

The amount of the credit to be allowed against the SBC in any calendar year for each C or |
ratepayer is to be determined by the Board. N.J.SA. 48:3-60.3(c). The maximum amount of
the credit that may be applied in any year cannot exceed 100 percent of the C or | ratepayer's
SBC liability that would otherwise be due in each calendar year. N.J.S.A. 48:3-60.3(d). If the
amount of the credit allowed against the SBC exceeds 100 percent of the C or | ratepayer's
SBC obligation for the calendar vear due to the limitations of subsections b. and d., the C or |
ratepayer can carry over the balance of the allowable credit and apply it against its annual SBC
liability for up to ten years following the initia! year in which the credit was first applied to the C
or | ratepayer's SBC liability. N.J.S.A., 48:3-60.3(e). A C or | ratepayer, upon request, is entitled
to receive written notice from the utility indicating the amount of SBC the utility collected from
the C or | ratepayer for a particular calendar year. N.J.S.A 48:3-60.3(f).

Shortly after the Act was passed, Board Staff ("Staff”’) convened a stakeholder process to
develop recommendations for administration of the SBC Credit. The process was informed by
Staff's analysis of the CEP currently in place as well as the input from the seven electric and
gas investor owned utilities and other public stakeholders.

On March 1, 2012, Staff submitted several questions to stakeholders concerning the Act and
procedural methods for administering the credit. Those questions are summarized below. On
March 18, 2012, Staff received responses to its questions from Public Service Electric and Gas,
Jersey Central Power and Light, Atlantic City Electric Company, Rockland Electric Company,
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New Jersey Natural Gas Company, South Jersey Gas Company, Pivotal Holdings, Inc., d/b/a/
Elizabethtown Gas Company (collectively referred to as “the Utilities”), New Jersey Large
Energy Users Coalition ("NJLEUC") and the New Jersey Division of Rate Counsel {"Rate
Counsel").

Based on the Act, input from stakeholders, its concern with carrying out the goals of the State’s
Energy Master Plan and its attempt to create a fair, workable, and fiscally responsible means of
administering the SBC Credit, Staff created and circulated on October 4, 2012, a straw proposal
outlining proposed terms for the SBC Credit Program ("Straw Proposal #17).

A stakeholder conference took place on October 24, 2012 to discuss Straw Proposal #1. The
conference was well attended and Staff explained the proposed program using a slide
presentation and provided ample opportunity for stakeholders to ask questions and to voice
their concermns,

Based on discussions at the stakeholder meeting, the requirements of the Act and other
submitted comments, Staff made modifications to Straw Proposal #1 which it released to the
public on November 29, 2012 (“Straw Proposal #27). Straw Proposal #2 was posted on the
Office of Clean Energy (“OCE”) website as a red-lined version of Straw Proposal #1, allowing for
easy identification of the modifications. Staff also included an introductory page to Straw
Proposal #2, which identified the significant changes in that Proposal. Staff then extended the
comment period to December 7, 2012, to allow stakeholders and interested members of the
public time to review and comment on Straw Proposat #2 and additional time to comments on
Straw Proposal #1.

A public hearing on both Proposals took place on December 3, 2012 in Trenton, New Jersey.'
All five Board Commissioners appeared and President Hanna presided.

The following persons testified at the December 3, 2012 hearing: Farley Hunter, of Novartis
Pharmaceuticals Corporation and Steven S. Goldenberg, Esq., on behalf of NJLEUC: Andrew
D. Hendry, President and Chief Executive Officer of New Jersey Utilities Association ("NJUA”")
on its behalf; Anne-Marie Peracchio on behalf of New Jersey Natural Gas; Marty Rothfelder and
Steve Swetz on behalf of Public Service Electric and Gas; Sara Bluhm on behalf of the New
Jersey Business and Industry Association ("NJBIA™); and Pau! E, Flanagan, Esq., on behalf of
the Rate Counsel.

in addition, written comments were received from the Utilities, NJLEUC, Rate Counsel, Gerdau
Long Steel North America, NJBIA, Chemistry Council of New Jersey ("CCNJ"), Comverge, Inc.
(“Comverge”), Port Authority of New York and New Jersey ("PANYNJ"), NAIOP NJ, Philiips 66
Bayway Refinery, and NJUA.

A. Straw Proposal #1

Staff drafted Straw Proposal #1 with the goal of implementing the Act through the SBC Credit
Program and fostering self-investment in EE projects by providing financial support to all C&l
ratepayers® in the State of New Jersey. Under Straw Proposal #1, C&I ratepayers that satisfy
the program’s eligibility and program requirements to invest in self-directed EE projects may be

' The original public hearing on November 5, 2012, was postponed due to Hurricane Sandy.
ACS ratepayer is defined in Board Staffs straw proposal as a customer serviced by a non-residential
utility tariff.,
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eligible for the SBC Credit (‘credit’ or “credits.”) Credits are limited to EE products and/or
services that are already eligible for incentives under the CEP during the calendar year in which
the construction is performed. The maximum credit per entity would be 50 percent of eligible
project costs, with an annual cap of 100 percent of annual SBC contributions per utility account,
The credit could be carried over for up to ten additional calendar years if the credit exceeded the
cap in any given year. In accordance with the Act, the program would be launched on January
1, 2013, and would continue indefinitely.

The SBC Credit Program would rely on the same network of Program Partners (“Partners”)
used under the Pay for Performance ("P4P") program. Partners would provide technical
services to SBC Credit Program participants and would be required to strictly follow program
policy. Entities wishing to be certified as Partners would need to compiete the appropriate
training as provided by the C&l Market Manager or future Program Administrator {coilectively,
“‘Administrator”).  Certain entities that have their own in-house professional engineering
expertise could become a Partner for their own facility and their staff would be oriented through
a fast-track process. That option would be geared toward larger customers and request for that
treatment would be evaluated on a case-by-case basis by the Administrator, All other SBC
Credit Program requirements would remain applicable.

The SBC Credit Program would be available to all C&l ratepayers who contributed to the SBC in
the past calendar year and were current on their current SBC liabilities. A C or | ratepayer who
met those standards would be considered as being “in good standing” with its utility. A C&l
ratepayer in good standing would be required to work with an approved Partner to develop a
Draft EE Plan ("DEEP”) and Final EE Plan ('FEEP"). The submitted plans would require a
package of energy conservation measures ("ECMs") that would achieve an Energy Reduction
Target ("ERT") of at least 15 percent of total building source energy consumption. Projects that
could not identify improvements that met the minimum ERT, would be referred to the
appropriate SmartStart Buildings Program.

In addition, customers whose annual energy consumption is heavily weighted to manufacturing
and process loads could request a custom savings threshold which would be subject to review
and approval on a case-by-case basis. Projects eligible for a custom savings threshold would
require:

e A manufacturing facility, including such industries as plastics and packaging,
Chernicais, petrochemicals, metals, paper and pulp, transportation, biotechnology,
pharmaceutical, food and beverage, mining and mineral processing, general
manufacturing, equipment manufacturers and data centers; or

* Manufacturing and/or process-related loads, including data center consumption that
consume 50 percent or more of total facility energy consumption.

Projects that met those qualifications would need to meet 2 custom measure ERT of no less
than four percent of total building source energy consumption. The Administrator in
collaboration with the OCE would reserve the right ta consider an alternative minimum threshold
savings requirement in those instances. In addition, the project would require a comprehensive
mix of measures (e.g. lighting could not make up more than 50 percent of the total projected
savings) and all other SBC Credit Program rules would still apply.

The SBC Credit Program would offer a maximum credit per entity of 50 percent of total project

costs as identified in the FEEP, Yearly credits could not exceed 100 percent of a participant's
SBC contributions but could be carried over for up to ten additional calendar years if the credit
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were to exceed the ratepayer's annual SBC contribution. There would be no minimum credit.
Credits would be reserved by the Administrator upon DEEP approval and committed upon
FEEP approval and Board approval, when required. Credits would be issued and tracked by
the Utilities upon project completion and verification that alt program requirements had been
met.

Eligible Entities interested in applying to participate in the SBC Credit Program would require an
Enrollment Letter and DEEP in that order and the credit would be reserved upon approval of the
DEEP,

Eligible Entities would need to submit no more than two pages (excluding attachments) detailing
the folfowing information:

* Number of buildings/sites and list of all associated utility and third-party
supplier accounts in the previous calendar year,

» Total usage and number of location or premise IDs as provided by utility;
and

+ Utility account numbers and authorization for the utility to provide the
information needed to calculate the SBC credit.

An Eligible Entity who is approved for enroilment ("Qualifying Entities”) would then submit a
DEEP for credit reservation. Credits would be reserved based on the date the completed DEEP
was approved. The Eligible Entity would need to submit the DEEPR to the Administrator for
review within 90 days from the date of the approved Enroliment Letter. However, the Eligible
Entity could choose to submit a FEEP in lieu of a DEEP. The DEEP would require the following
information:

¢ Executive Summary
Energy use by source from previous 12 months (kWh, kW, MMBtu):
Total site energy use from previous 12 months (kBtu/sqft);
Projected annual energy savings by source (kWh, kW, MMBtu, and %);
Projected annual total site energy savings (kBtu/sqft and %);
Total estimated project cost; and
Total estimated annual energy cost savings.

Site Qverview
Utilities Overview
Table of Energy Conservation Measures ("ECMs"}
A table of ECMs to be implemented in the next 12 months would need to include:
(1) a general description of equipment being replaced/augmented; (2) an
anticipated implementation schedule: and (3) estimated construction start and
end dates for each measure in addition to the following information for each
measure:
Estimated installed cost:;
Estimated annual energy savings by source (kWh, kW, MMBtu);
Estimated annual Q&M savings;
Estimated annual energy cost savings; and
Estimated simple payback or IRR % (total of alt measures).
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e ERT

A set minimum ERT would be required for all projects and would be based on an
approved whole-building energy simulation. The achievement of the ERT would be
verified using post-retrofit billing data and the EPA Portfolio Manager methodology.
For building types that were not addressed by EPA’s Benchmarking Tool, an
aiternative approach based on the Leadership in Energy and Environmental Design
Existing Building (“LEED") method would be followed. The 15 percent minimum ERT
would be based on source energy, consistent with the EPA’s Portfolic Manager
benchmarking software. Savings projections would be calculated using calibrated
energy simulation. The approach would involve the following steps: (1) Develop a
whole building energy simulation using approved simulation tools (the list of
approved tools would be based on the software requirements outlined in ASHRAE
90.1 2004 Section 11 or Appendix G, or as approved by the Administrator; (2)
Calibrate simulation to match pre-retrofit utility bills; (3) Model proposed
improvements to obtain projected energy savings; and (4) Calculate percent energy
reduction to demonstrate achievement of the ERT.

Qualifying Entities would be required to submit a FEEP to the Administrator for credit
commitment no later than one hundred and twenty (120) days from the date of the credit
reservation. The following information would need to be included in the FEEP:

« Final Executive Summary
Existing energy use by source from previous 12 months (KkWh, kW, MMBtu);
Existing total site energy use from previous 12 months (kBtu/saft);
Calculated annual energy savings by source (kWh, kW, MMBtu, and %)
Calculated annual total site energy savings (kBtu/saft and %);
Total project cost (note - prevailing wage rates required); and
Total calculated annual energy cost savings.
¢ Table of ECMs
A table of ECMs to be implemented in the next 12 months would need to be
included. Credits would only be available for ECMs approved in the FEEP. ECM
descriptions would have to include: (1) a detailed description of equipment being
replaced/augmented; (2) a detailed description of recommended measures
(including quantities, EER, AFUE, etc.); (3) A basis for calculating energy savings
and O&M savings (including all assumptions); and (4) a basis for calculating
installed cost (including all assumptions). Each measure would also require the
following information:
Estimated installed cost;
Estimated annual energy savings by source (KWh, kW, MMBtu):
Estimated annual O&M savings (3);
Estimated annual energy cost savings ($): and
Estimated simpte payback or IRR % (total of all measures).
+ Measurement and Verification (‘M&V")
The participant would have to Include a description of pre/post measurement and
verification ("M&V") to be implemented, which would have to be in accordance
with IPMVP Option A or B, or other method pre-approved by Administrator. The
participant would be referred to P4P requirements for further details on that
requirement.
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* Appendices
Professional Engineer Certification to verify all FEEP documents are accurate;
Utility bills and/or summaries:;
Supporting calculations; and
Specification sheets

« ERT
A set minimum ERT would be required of all projects would be based on an
approved whole-building energy simulation, as explained above.

Once the work defined in the FEEP has been completed, the Qualifying Entity would have to
submit proof of construction completion for all measures. Proof of construction completion
would include, but not be limited to: (1) invoices for materialftabor including as-built report; (2)
work orders; (3) certification of compliance with prevailing wage; and (4) valid tax clearance
certificate. Al work would require completion within 12 months of FEEP approval. Extensions
would be granted for a period of up to six months with satisfactory proof of project advancement
(in the form of copies of permits, equipment invoices, installation invoices indicating percentage
complete, updated project schedules, efc.). [f the ECMs were not completed within the
specified timeframe, the credit commitment could be forfeited. Differences between the FEEP
and the as-built project would require documentation and wouid require submission of a revised
FEEP for review. In the event the scope of work, savings, and/or cost estimates did not match
as-built documentation, a credit true-up would occur. The true-up calculation would under no
circumstance exceed the original credit commitment provided. The Administrator would review
the final application and prepare a recommendation for the OCE regarding any proposed credit,
including any split between electric and gas SBC credits for measures that save both gas and
electric.

Each ECM would be required to demonstrate a simple payback of eight years or less, or total
ECM work scope must have an internal rate of return of 10 percent or greater (prior to credit).
All £CMs would be required to meet Minimum Performance Standards, which could be fulfilled
during the Professional Engineer review, and would be the more stringent of: (1) 2011 Pay for
Performance Guidelines-Appendix B (Attached in Appendix); (2) ASHRAE 90.1-2007; or (3)
Local code.

Credits would be limited to EE products and/or services that were already eligible for incentives
under the CEP during the calendar year in which the construction was performed. Renewable
energy and maintenance energy saving projects would not be eligible for credits. ECMs already
installed or under construction would not be considered for credits and could not be included in
the DEEP or FEEP.

Federal grants or incentives would be allowed and other state or utility incentives would be
altowed as long as they did not originate from CEP funds. CEP loan funds however, would be
allowed. The total of federal, state, utility, and credit funding could not exceed 100% of the total
project costs. In addition, projects with funds currently committed under other CEP funded
programs would be excluded from DEEP/FEEP scope and their monetary value would be
deducted from the credit.

Upon receipt of the DEEP and FEEP, the Administrator would have 60 days to review each
submittal and provide comments to participant. The participant would then have 15 business
days to respond to the comments. The Administrator would present FEEPs to the Board for
approval and credit commitment as required by the Board.
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The Administrator could conduct up to three site inspections, including a pre-inspection, an
inspection at 50 percent completion, and an inspection at 100 percent completion. A pre-
inspection would be scheduled within 15 days of FEEP submittal, granted sufficient data had
been provided. Participants would need to provide access to the project site and notification
upon reaching specific percent completions. The Administrator would identify measures
requiring inspection at 50 percent completion when the FEEP was submitted.

The Administrator would provide the following services under the SBC Credit Program:

Program design and management;

Review of all DEEPs;

Review of all FEEPSs;

Technical assistance;

Updates of data tracking tools; and

Three quality control inspections for each project, if needed.

A New Jersey electric or gas utility would be required to disciose to the Administrator in writing
the amount of SBC contributions collected by the utility from a participant for each calendar year
specified in the request, and a confirmation of whether the account were in good standing.
Once the Administrator confirmed project completion in accordance with all program
requirements, the Administrator would calculate the final amount of the credit. The
Administrator would then direct the appropriate utility or utilities to issue the credit at the end of
the next calendar year (in an amount not more than 100 percent of the participant's SBC
payments made during that year) and to continue such credit up to ten additional years if
required, until the credit was exhausted. The utilities would be aliowed to recover costs
associated with carrying out these duties in its annual SBC rate filings.

All EE plans would be reviewed upon receipt to verify adherence to eligibility requirements.
Each applicant's eligibility information would be verified, along with all technical information in
support of EE measure qualification and credit calculation. Applicant supplied information and
Administrator performed credit calculations would be ertered into the database. Pre and/or
post-inspections would be conducted as required. Ongoing evaluation services would be
provided by the OCE through its external evaluation vendor.

B. Straw Proposal #2

On November 29, 2012, Board Staff circulated Straw Proposal #2, which included the following
substantive changes to Straw Proposal #1: (1) lowered the credit from 100 percent of annual
SBC contributions to 50 percent; (2) required the Administrator to issue and track credits instead
of the Utilities; and (3) modified the ERT to allow savings of 100,000 kWh in annual electric
savings, 350,000 MMBtu of annual natural gas savings, or the previously required 15 percent
of total building source energy consumption. It also removed the eligibility limitations requiring a
comprehensive mix of measures but retained language requiring a “package of EE measures.”,

' At the December 3, 2012 public hearing, Staff noted that the standard of 350,000 MMBtu reflected in
Straw Proposal #2 is an error and the carrect figure should reflect 350 MMBty. That error is corrected in
Appendix A,
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C. Summary of Comments

Stakeholder Responses to Board Staff's March 1, 2012 Questions

1. On March 1, 2012, the Utilities, NJLEUC and Rate Counsel responded to questions
concerning implementation of the Act. The questions and responses to numbers one
through six are summarized beiow:*

Question 1: Should C&! ratepayers be able to access the SBC credit as well as SBC funded
CE EE rebate programs at the same time in the same year?

Responses:
Utilities: Any C&! customer who takes part in the SBC Credit Program, thus reducing their
contribution to CE programs, should be ineligible for SBC funded EE programs.

Rate Counsel: For equity and budgeting purposes, C&| ratepayers should not be able to
access SBC credits and other CE EE rebates in the same year.

NJLEUC: A C or | ratepayer should be allowed to access both incentives in the same year,
consistent with the legislative intent of providing an additional rather than an alternative
incentive to encourage business to invest in EE products and services. The Board's authority to
determine the credit under subsection c. of the Act does not imply that a C or | ratepayer should
have to forego other available sources of financial support to get the credit. Like other CE
programs that allow pancaking of benefits, the SBC credit should be viewed as an additional
funding source to further market penetration, energy savings and economic development.

Question 2. [f the C or | ratepayer could only access the credit or rebate one at a time should
there be some time limit for accessing either the credit or the CE incentives? As an example, if
the C&l ratepayer received an EE rebate last year should that be deducted from the credit? Is
there a timeframe for this look back? Can the C or | ratepayer apply for a CE rebate the next
year following the year in which a credit was sought? is there a timeframe for when the
customer can apply for a CE rebate after receiving the credit?

Responses

Utilities: A C&I ratepayer whe receives a rebate in the previous year should be aliowed to
apply for the credit in the following calendar year, provided that no portion of the credit related to
investment in the same EE projects for which the customer received the rebate. If a C&!
ratepayer carries a portion of the SBC credit forward, it should be required to forgo an
appropriate portion of the credit in subsequent years based on that benefit.

Rate Counsel: The amount and timing of SBC credits should be linked to SBC collections for
each C&l ratepayer. If a C&l ratepayer receives a CE incentive or financing in one year, and
applies for an SBC credit in the following year, the amount of the credit should be reduced by
the amount of the CEP incentive.

* The Utilities responded individually to four additional questions concerning each utility's internal
computer billing systems and processes. Those questions and responses were considered by the Board
and are a part of this record although they are not reproduced here.
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NJLEUC: The C&l ratepayers should not be limited to applying for one incentive.

Businesses that lack investment capital need unrestricted access to the full menu of CEP. Such
a limitation would also hamper early responders, who would essentially be penalized for their
early efforts.

Question 3. How should the Board determine which EE products or services should qualify for
the credit?

Responses

Utilities: The same set of EE products and services offered through the OCE programs should
be available in the SBC Credit Program.

Rate Counsel: C&l ratepayers should submit an EE pian with all proposed prospective
measures and services only. CEP administrators should assess each EE proposed measures
individually and collectively;, in conformance with the NJ CEP EE Protocols for minimum
performance. Each measure should be designed to reduce total building source energy
consumption by at least 25 percent and demonstrate cost effectiveness using the same
methodology employed under PAP.  Alternatively, a C or | ratepayer could request a custom
energy savings threshold as provided for in the P4P program description. Cases where a
customer energy savings threshold is sought must involve manufacturing, chemicals,
petrochemicals, metals, paper and pulp, transportation, biotechnology, pharmaceutical, food
and beverage, mining and mineral processing, general manufacturing, equipment
manufacturing and data centers, where the manufacturing and/or process related loaders
consume 50 percent or more of total facility energy consumption. Projects that meet the custom
energy savings threshold would have to meet the greater of annual energy savings of 100,000
KWh, 350 MMBTU or four percent of total building source energy consumption, whichever is
greater.

NJLEUC: The SBC credit should support the same products and services currently allowed
under C&! programs in addition to custorn measures under current guidelines. The qualification
guidelines should also remain the same since the SBC Credit merely creates an additional
funding source for C&I investments in the same EE related services supported by other CE
programs.

Question 4. Should the array of CE programs and current structure under the SBC change or
stay the same with the introduction of the C&! ratepayer opportunity to receive credit?

Responses

Utilities: The same set of EE products and services offered through the OCE programs should
be available in the SBC Credit Program. It would be up to the C&l Market Manager to
determine whether products and services under current OCE programs should be modified.

Rate Counsel: A formal proceeding should be initiated to determine what changes shouid be
made to the CEP and SBC structure to align them with the SBC Credit Program.

NJLEUC: The current CEP and the programs’ structure should not be affected by
implementation of the Act.
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Question 5. The Act also requires that the amount of the credit “shall be determined by the
Board.” What process should the Board use to review and approve any requests for a credit?
Responses

Utilities: For purposes of cost and logistical efficiency, SBC Credit applications should be made
to and reviewed by the C&! Market Manager before Board consideration for approval. The OCE
would establish M&V protocols, review the ratepayer's account information for SBC payment
definquency and communicate this information to the C&I Market Manager who would arrange
for credit distribution as appropriate.

Rate Counsel: The Board should assess each application individually through an evidentiary
hearing and opportunity for intervention by others. There should be minimum-filing
requirements including a detailed EEP, M&V, a timeline for completing the measure and for
spending the credits, and a recoupment process if projects don't meet expected EE savings.

NJLEUC: The determination of the credit should be addressed first by the Market Manager
delegated responsibility for the C&I programs. The C or | ratepayer should propose a justifiable
credit from which the Manager makes an initial credit recommendation to the Board. Rate
Counsel and the applicant should be afforded a time to file comments to the Board where
appropriate, prior to a decisian.

Question 6. The Act states that the C&I ratepayer shall be allowed a credit against the SBC.
The SBC funds a number of societal programs in addition to the CE funds for energy efficiency.
These other programs have nothing to do with EE, and the Board may have little discretion in
funding them. To the extent that some of the other SBC programs, like the USF, Lifeline,
nuclear decommissioning and manufactured gas plant remediation costs are nondiscretionary,
how should the funding of these nondiscretionary programs be achieved if there is a reduction in
the total SBC from the EE SBC credit? Piease explain.

Responses

Utilities: The magnitude of the credit should be limited to that portion of the ratepayer’'s SBC
liability attributable to CEP in order to avoid impact to the funding of other SBC programs,
particularly since the value of the credit at least relates to the underlying objective of “‘CE.”

Rate Counsel: The Board, which is empowered under the Act to set the amount of the credit,
should limit the credit to the CE portion of the SBC. This, along with establishing a 25 percent
ERT and ratepayer contribution to the EE measure, will help to prevent depletion of the SBC
fund.

NJLEUC: While NJLEUC members have never sought to avoid their SBG obligations the Board
should consider adjusting the ieve! of the SBC to allow customers to pay different SBC rates.

D. Comments in Response to The Straw Proposals

Straw Proposals #1 and #2 summarized above were posted on the BPU and NJCEP web sites
and circulated to the public stakeholder group on or about October 4, 2012 and November 28,
2012, respectively. The Board held a public hearing on December 3, 2012, in Trenton, New
Jersey, to salicit comments from interested stakeholders and members of the public regarding
the Straw Proposals. The Board also accepted written comments on the both proposals
through December 7, 2012.
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The following paragraphs provide a synopsis of each stakeholder's comments followed by a
topical summary of the issues addressed by the stakeholders. The summary is organized by
major topics, and while the comments are summarized, the Board emphasizes that it has
considered all comments in their entireties in reaching its decisions in this Order.

On October 28, 2012, the Utilities submitted comments concerning Straw Proposal #1. The
Utilities expressed that the magnitude of the credit should be limited to that portion of the SBC
attributable to the CEP so that the funding of other SBC programs wouid not be impacted or
result in unauthorized price increases for all other customers. The Utilities ask that the Board
interpret N.J.§.A. 48:3-60.3 to allow payment of the SBC credits from the CE portion of the SBC
only as defined by N.J.S.A, 48:3-60(a)(3). The Utilities believe that the express language of the
statute supports this interpretation. The Utilities interpret that the statute defines eligible EE
measures as ‘the type . . . that would otherwise be eligible for incentives under the energy
efficiency programs funded pursuant to N.J.S.A. 48:3- 60(a)(3)" (see N.J.S.A. 48:3-60.3(1)}b) —
that is, the CE portion of the SBC. Based on that interpretation, the Utilities submit that the
value of the credit should be isolated to the CE portion of the SBC, where the value of those
credits at least relates to the underlying objective of the clause. The Utilities also suggest that
while N.J.S.A. 48:3-60.3(d) expressly empowers the Board to permit a maximum credit up to
100 percent of the ratepayer’s total SBC liability, there is nothing the statute requiring that
outcome. Upon that basis, the Utilities believe that the Board could isolate the value of the
credits to the CE SBC funding. The Utilities believe that allowing a C or | ratepayer to collect a
credit in the amount allowed under Straw Proposal #1, would hamper the Board's ability to meet
the needs of residential and low income ratepayers and long-term budget and proegram goals. it
would enable a C or | ratepayer to receive credit that more than doubles the value of its CE
contribution while also aliowing a carry forward for an additional ten years. Administratively, the
Utilities stress that the Act supports administration of the program by the OCE rather than by the
Utifities. The Ulilities believe that their administration of the program would require complex and
costly changes to each utility’s existing billing system for which each utility would be entitled to
cost recoupment. Administration by the OCE would cut down on redundancy of tasks and the
costs that the Utilities would otherwise incur. Finally, while the Utilities support rigorous M&V
controls, they request clarification about the pancaking of benefits restrictions, the definition of
“entity” and the application of "good standing.”

The Board also received written comments on Straw Proposal #1 from Gerdau Long Steel North
America ("Gerdau”) through its Regional Energy Manager, Dave Forsyth. Mr. Forsyth explained
that Gerdau operates a steel mini-mill in Sayreville, New Jersey that employs 200 people and
spends over $1M annually in SBC charges. Gerdau's high annual SBC fiability is tied to its
disproportionately high usage of electricity and gas and its total facility energy consumption
comprises more than 50 percent of process loads. Gerdau has invested heavily in energy
efficiency and manufacturing improvements since 2002, which has resulted in the Sayreville Mili
being in the top quartile of the Gerdau North American fleet in terms of electricity and natural
gas usage efficiency. Gerdau is concerned that Straw Proposal #1 presenis barriers to
participation for several large energy users whose annual energy consumption is heavily
weighted to manufacturing. For instance, as a result of being an early responder in
implementing energy efficiency projects, the Proposal's alternative four percent threshold would
be hard to meet. A user who consumers 300 million kWh per year for instance, would be
required to save 12 million kilowatt-hours annually or the equivalent of the entire annual
consumption of 1,410 households in New Jersey. In a soft economy, businesses need to invest
smaller amounts of capital and qualify for credits based on fowered amounts of demonstrated
energy savings (and to recover any credits or incentive for the project in a more timely fashion
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than represented under the Proposal). Instead, Gerdau believes eligibility to participate should
be based on a minimum size threshold or minimum energy savings. Gerdau applauds the
Large Energy Users Pilot Program (“NJLEUP”) for recognizing the varied needs of large C&I
ratepayers and having program requirements that motivate large energy users. Gerdau also
asks for clarification about the meaning and intended application of the “alternative minimum
threshold requirement” outlined on page two of Straw Proposal #1 and suggests that the
language be deleted. Gerdau also objected to the “comprehensive mix of measures” required
under the Proposal, finding it ambiguous, not required under the Act and preventing
participation in the SBC Credit Pragram for a single EE measure that could produce significant
savings. Gerdau also requests that the Board expand the applicable EE measures that qualify
for a credit to include those that have received Superior Energy Performance certification or
which comply with Energy Management Standard — ISO 50001, a globally accepted standard
for managing energy. Finally, to the extent that Gerdau interprets the language on page five of
the Proposal to suggest that credits would be assigned against a ratepayer's gas or electricity
SBC, depending on the source nature of the measure, Gerdau submits that this would cause
unnecessary complications, confusion and delay. Instead, Gerdau suggests applying the
credits against the utility on which the customer spends the most with any spillover credit being
applied against the SBC liability of the secondary utility.

Phillips 86 Bayway Refinery also submitted comments to Straw Proposal #1 through its Energy
Coordinator, Dave Lucas. Phillips 66 requested that for purposes of the meeting the minimum
energy reduction threshold, the Board allow the ratepayer to use the cost of energy basis which
ts the higher of the prior year or the average of the prior three years. Mr. Lucas explained that
achieving the required rate of return under the program for the initial year would be difficuit due
to depressed natural gas prices in 2012.

Concerning Straw Proposal #1, NJLEUC requested that the Board allow a ratepayer with
multiple utility accounts to aggregate them for purposes of the credit. NJLEUC also asked that
the Board eliminate the requirement that C&! ratepayers use Program Partners, eliminate the
DEEP and ERT requirements, issue the credit by check or credit to the ratepayer's utility bill,
and adopt other alternatives to the M&V process.

NJUA filed comments on December 3, 2012 concerning Straw Proposal #2. While NJUA
expressed its content with the revision which provide for centralized administration of the
program through the Board, it believes that the credit amount should be limited to the proportion
of the SBC attributable to the CE portion of each C or | ratepayer's electric and/or gas SBC
contribution, so that the funding of other SBC programs would not become the basis for the
credit. In that regard, NJUA is in agreement with the change in Straw Proposal #2 which limits
the amount of the credit which can be applied annually to 50 percent of a C or | ratepayer's SBC
liability for that calendar year. Finally, NJUA asks that the Board determine a C or | ratepayer's
SBC contribution prior to the application of the energy sales tax, which would be reflect its true
contribution. To determine the amount of the credit using the contribution amount inclusive of
taxes would allow the C or | ratepayer to receive a credit against the sales tax in addition to its
SBC contribution.

NAIOP NJ filed comments on December 3, 2012 suggesting the following changes to the
proposed program:
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+ Create more reasonable ERT and EE goals so that small and medium-sized
ratepayers would qualify,

* Ensure that a simplified application process is adopted to encourage participation;
and

s Shorten the twelve month credit issuance period.

NJBIA filed comments on December 3, 2012 in response to the Proposals. NJBIA indicates that
it was involved in developing this legislation and the Legislature intended for a C or | ratepayer
to apply the credit against 100 percent of its annual SBC liability, not 50 percent as revised in
Straw Proposal #2. NJBIA also requested tiered program eligibility requirements to allow
smaller C&| ratepayer projects to proceed without the restrictions of prevailing wage. Finally,
NJBIA requests that the Board amend the understanding of what it means to be a ratepayer in
“good standing” and require only that the C or | ratepayer has paid the SBC. NJBIA asks for
this modification in light of businesses that may be cash strapped due to the financial impact of
Hurricane Sandy.

Rate Counsel filed formal comments on December 7, 2012 to Straw Proposal #2. First, Rate
Counsel asserts that the nature of the administrative action envisioned by the proposal requires
that rules be promulgated in accordance with the Administrative Procedures Act to consider the
full breadth of issues associated with the SBC Credit Program and to develop a set of minimum
filing requirements for SBC Credit Program applicants. Rate Counsel objects to the Proposal’s
expansion of the ERT to allow a threshold other than 15 percent, which it believes couid lead to
a flood of applications and requests either adoption of the 15 percent ERT (attributable to a
primary source, i.e. electric or gas, with a calculation of projected lifetime energy savings) or
further consideration and comment on that issue. Rate Counse! recommends establishing a
budget for funding of the program tied to a percentage of the total CE budget and insists that the
Board has the authority under the Act to do so. The Board could further use the P4P program
budget as an offset for the SBC credit, by setting the SBC credit budget to half of the P4P
budget, for example. Rate Counsel suggests that this approach would avoid expending the
entire CEP budget, reducing funding for other $SBC funded components or subjecting all
ratepayer's to an increase in the SBC charge. Concerning the amount of the credit atlowed,
Rate Counsel believes that while reducing the amount of the credit to be applied annually to 50
percent is a start, it should be further limited to 50 percent of the CE portion of the C or |
ratepayer's annual SBC contribution attributable to the specific fuel type to which the EE
measure applies. Rate Counsel suggests adjusting the criteria periodically based on program
responsiveness. Rate Counsel believes that C&! ratepayers should not be allowed to cover 100
percent of the total project cost by allowing the application of state, federal, utility and credit fund
for an EE project. Total incentives should not pay 100 percent of the applicant’s incremental
costs of energy efficiency measures (or the additional costs of energy-efficient measures
beyond the costs of standard measures) unless it is absolutely necessary to gain participation
and promote efficiency for specific market segments (e.g., low-income customers in the Comfort
Partners program) or important emerging measures in order to promote public benefits.

Additionally, RC recommends:

aggregated energy savings targets for the SBC Credit program overaii;

that the Board continue to offer a variety of incentive programs for C&l ratepayers;
investigating cost effective means of credit issuance that will reduce the financial impact
to the utilities and a rulemaking to determine the timeframe for credit issuance (i.e.
periodic ar lump sum);
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* determination through rulemaking whether to retain some portion of the credit to cover
program administration costs;

* providing a definition of “source energy”, “participant” and “eligible entity”;

« amending the proposals to specifically indicate that source energy applies to electric or
gas only;

» simplification of the application process including more flexible construction guidelines,
and

+ afinancial mechanism to offset the prolonged credit payment schedule.

CCNJ fited comments on December 5, 2012. While CCNJ fully supports the spirit and intent of
the SBC credit, it supports a credit against a C or | ratepayer's annual SBC fiability of 100
percent as permitted under Straw Proposal #1. CCNJ finds the reduction to 50 percent too
limiting, especially in light of historic surpluses in the CE budget being redirected to the general
budget with no negative financial impact to other SBC funded programs. [deally, rather than
underutilizing funds intended for the SBC program, CCNJ recommends adopting the 100
percent cap to prevent a surplus from occurring.

Comverge filed comments on December 4, 2012 in response to Straw Proposal #2. Comverge
develops and deploys load control and price responsive systems and provides hardware and
software solution that enable peak period reductions in electricity demand. While Comverge
agrees with the revisions providing for centralized program administration, Comverge believes
that other provisions in Straw Proposal #2 are contrary to the Act's intent. For instance,
Comverge objects to the reduction in the amount of credits applied annually to 50 percent of
SBC contributions and recommends a more cost benefit analysis based methodology.
Comverge believes the initial 100 percent annual cap against SBC contributions would reduce
rates and further the goals of the Energy Master Plan. Comverge also objects to the expansion
of the ERT requirements under Straw Proposal #2, believing that it will prevent participation by
some C&l ratepayers in contravention of the Act and further limit early access to funds.
Similarly, Comverge finds that the Proposal's exclusive reliance on P4P's whole building
methodology creates an overly complex program that will benefit only a small number of
companies and will not stimulate the purchase and installation of products or services that are
intended for EE purposes as the Act requires. Comverge recommends modifying the proposal
to allow the expansion of credit worthy measures beyond just EE (such as demand response
and other measures that reduce peak load) and reducing the ERT requirements so that more
C&l ratepayers could participate in the credit program. Comverge emphasizes that the CE
budget has had a surplus in prior years.

NJLEUC filed formal comments addressing the proposals on December 7, 2012 and provided
written statements for presentation at the December 3, 2012 public hearing. At the outset,
NJLEUC disapproves of the change which caps the amount of the SBC credit that can be
applied annually from 100 to 50 percent as well as the change in ERT standards to allow
thresholds of 100,000 kWh or 350 MMBtu, finding both changes arbitrary. NJLEUC suggests
thresholds consistent with the Custom Measures program and recommends using post-
installation M&V. Although an amendment to the Act which would allow a C or | ratepayer o
apply the credit up to 100% of its CE SBC contribution is one possible solution, NJLEUC
requests that the Board establish credits based on a “tiered approach.” NJLEUC explained that
the law does not require that each ratepayer be treated identically concerning the imposition of
the SBC charge nor does the law require that every C&I ratepayer receive the same SBC credit
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if they are not similar situated.? NJLEUC explains that a “tiered approach” would allow the
Board to distinguish between dissimilarly situated C&l ratepayers based on relevant factors
such as the customer’s contribution to the SBC, the customer's total electric andfor natural gas
usage, the nature of the customer's business and facilities, the benefits received by the
customer from participation in other OCE programs, the customer's investments in EE
measures and reductions in energy usage achieved, and the customer's ability to aggregate
utility accounts to facilitate bookkeeping arid maximize the benefit of the credit. NJLEUC
submits that a tiered approach would also give the Board additional control over the magnitude
and number of credits awarded, thereby assuring the availability of sufficient funding for annual
OCE program budgets and the Board’s social welfare programs. Next, NJILEUC abjects to the
proposal’s preclusive effect on other incentives. Specifically, NJILUEC objects to the proposals’
requirements that a C&l ratepayer who maximizes the SBC credit is ineligible for any other CEP
incentive; and that a C&l ratepayer who is awarded a partial SBC credit in any year must offset
the value of that credit against any other incentives it receives that year, to prevent total
incentive recovery from exceeding 50 percent of the ratepayer's SBC liability for that year.
NJLEUC submits that those limitations are inconsistent with the spirit of the Act, the express
limitations of the Act and cannons of statutory construction. NJLEUGC states that no other CE
program ties or caps a C or | ratepayer’s incentive to the amount it contributes to the SBC and
that ratepayers typically pancake incentives in an amount which exceed their SBC contributions.
NJLEUC also objects to the proposals’ eligibility and M&V requirements as being onerous and
discouraging and the credit payment delay process as excessive. NJLEUC suggest that M&V
requirements be left to the C&! ratepayer and that credit be paid upon project completion and
post-installation verification.

PANYNJ filed comments in response to Straw Proposal #2 on December 5, 2002. PANYNJ
recommends that ratepayers with multiple facilities/multiple accounts be permitted to submit a
consolidated SBC credit application for all proposed improvements. PANYJ also requests
clarification concerning the following:

» whether the new ERT standards of 100,000 kWh or 350 MMBtu comprise a
minimum metric under the 15 percent total building ERT or if they are alternative
thresholds;

« whether in instances where the credit exceeds 50 percent of the ratepayer's S8BC
liability for the first year, the entire credit is approved under the FEEP or only the
amount applied against the first year's SNC liability; and

« whether in instances where the credit exceeds 50 percent of the ratepayer's SBC
liability for the first year, and the program is subsequently discontinued before the
ratepayer has exhausted its credit, the ratepayer forfeit the remaining credit.

Staff recognizes that these comments are indicative of the wide range of opinions, responses
and recommendations regarding Staff's proposal. Generally, Staff recognizes that an Order
implementing the Act is only the first step in getting the SBC Credit Program underway and staff
looks forward to the initiation of a rulemaking proceeding as soon as possible to ensure that
further consideration is given to each nuance of the program and stakeholder and public

2 In support of this position, NJLEUC relies on /M/Q a Generic Proceeding to Consider Prospective
Standards for Gas Distribution Utility Rate Discounts and Associated Contract Terms and Conditions,
Docket Nos. GR10100761 and ER10100762, where NJLEUC submits that the Board observed that
nothing in EDECA circumscribes the Board's authority to adjust the level of the SBC in appropriate
circumstances, permitting customers to pay differing SBC charges.
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concern. While Staff is satisfied with the extensive due process and dialogue that has
transpired during the Straw Proposal process, and its consideration of all comments in drafting
Straw Proposal #1 and consideration of additional comments in drafting Straw Proposal #2,
Staff locks forward to continuing the transparency and open dialogue in the context of a
rulemaking proceeding and recommends that the Board immediately order the commencement
of the rulemaking process.

E. Topical Summary of Comments

Rulemaking for Implementation of Program Standards

1. Rate Counsel submits that the Straw Proposals bear the characteristics of administrative
agency action that must be promulgated in accordance with the rulemaking procedures of the
Administrative Procedures Act, N.J.8.A. 52:14B-1 et seq.

Response: Staff agrees with Rate Counsel in favor of rules to implement the Act and has been
directed by the Board to commence a rulemaking proceeding as soon as possible. The Straw
Proposal process was not meant to supplant rulemaking but rather, to supplement the
rulemaking function while implementing the Act within the time required by law. The Board is
mandated by law to allow C&l ratepayers to obtain a credit against their SBC charge on and
after January 1, 2013, based on qualifying purchases made during the previous year. Without
some form of requirements in place, that mandate could not be met. Moreover, the myriad of
stakeholder comments and viewpoints is indicative of the complex nature of the Act and the
nuances and implications of implementation. Those comments illustrate how many different
interpretations there are about fundamental issues of credit entitlement such as the amount of
the credit, the amount of the credit that can be applied annually, whether a ratepayer can
receive a credit when annual incentives exceed their annual contribution to the SBC fund and
the financial implication that interpretation could have on other programs funded by the SBC, to
state a few. Other issues crucial to implementation involve the extended nature of the credit
which can be applied for up to eleven years although budgeting forecasting is limited to just one.
Likewise, the complication of tracking the credit against a C or | ratepayer's utility account for up
to eleven years, as credits rise and fall, is a complex endeavor. There are potential tax
implications, eligibility issues, M&V requirements and enroliment concerns, all of which required
and will continue to require extensive stakeholder and public discussion and Staff evaluation.
The Straw Proposal process allowed for extensive due process through notice, a public hearing,
substantial stakehoider input and Staff's consideration of comments which led to the creation of
Straw Proposal #2. Despite those efforts and the substantial due process that was given, Staff
is in favor of a rulemaking concerning administration of the SBC Credit Program.

Amount of the Credit and How it is to be Applied

2. There were several comments concerning the amount of the credit allowed under N.J.S.A.
48:3-60.3(b). The Utilities, Rate Counsel and NJUA submit that the magnitude of the credit
available under the Act should be isolated to NJCEP funds, where the value of those credits at
least relates to the underlying objective of the Act.

Staff Response: Staff can find no basis in the Act for an interpretation which would limit the
amount of the SBC credit to the CE portion of the C or | ratepayer's SBC liability. N.J.S.A. 48:3-
60.3 makes no reference to limiting recovery to the CE portion of the ratepayer's SBC liability.
In N.J.S.A. 48:3-60.3(a), the Legislature provided that a C or | ratepayer shall be allowed a
credit against the SBC, and it does not differentiate between the various types of costs which
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are funded by the charge. EDECA provides for an “SBC" as a charge imposed by an electric or
gas public utility, at a level determined by the Board, pursuant to, and in accordance with,
N.J.S.A. 48:3-60, which sets out a breakdown of the authorized costs to be collected through
the SBC. See N.J.S.A. 48:3-51 (defining “SBC"). Because the Legislature enacted N.J.S.A.
48:3-60 and is presumed to be aware of its own enactments (see Macedo v. Dello Russo, 178
N.J. 340, 346 (2004)), it could have limited the SBC credit recovery under N.J.S. A, 48:3-60.3 to
only one partion of the SBC collected under N.J.S A, 48:3-60, if that were its intent. See Fair
Share Hous. Center, Inc. v. N.J. State League of Municipalities, 207 N.J. 489, 502 (2011)
(Legislature is presumed to be familiar with laws it has already enacted when choosing
particutar fanguage for inclusion in a new statute). Accordingly, Staff recommends that the
Board allow a C or | ratepayer to receive a credit against the SBC as provided in N.J.S.A, 48:3-
60.3(a). Based on the above, Staff recommends that the Board allow eligible C&I ratepayers to
receive a credit equal to one half of that portion of the costs incurred during the preceding
calendar year for the purchase and installation of products or services that are intended for EE
purposes and that would be eligible for incentives under programs that the Board shall have
determined to fund by the SBC.

3. Staff received stakeholder comments concerning the amount of the credit that could be
applied annually against a C or | ratepayer's SBC liability in a calendar year. Specifically,
NJBIA, CCNJ, Comverge and NJLEUC submit that a C or | ratepayer should be allowed to
apply its credit against 100 percent of its annual SBC liability.  NJUA submits that a C or |
should be able to apply the credit against 50 percent of its annual SBC liability. Rate Counsel
proposes limiting each C or | ratepayer's credits on an annual basis to 50 percent of a
percentage equal to the CE portion of the annual SBC charges attributable to the specific fuel
type at issue in the ratepayer's utility service territory. PANYNJ seeks clarification whether a C
or | ratepayer, whose credit exceeds 50 percent of the ratepayer's SBC liability for the first year,
is approved for the entire credit at the time it is authorized by the Program Administrator or only
the amount applied against the first year's SBC liability. PANYNJ also asks whether a C or |
ratepayer whose credit exceeds 50 percent of the ratepayer's SBC liability for the first year,
must forfeit the balance of the credit to be carried over if the program is discontinued before
credit exhaustion has been reached.

Staff's Response: In Straw Proposal #1, Staff recommended that the ratepayer be allowed to
apply the credit against 100 percent of its annual SBC contribution. Based on comments
received from stakeholders, Staffs reassessment of the Act, its balancing the interests of
commercial and industrial customers and all other ratepayers against the Board's obligation to
use SBC funding for several other programs, Staff recommends that the C or | ratepayer be
allowed to apply the credit against 50 percent of its annual SBC liability as modified in Straw
Proposal #2.

tn considering the comments received, Staff is persuaded by the Utilities and Rate Counsel that
N.J.S.A. 48:3-60.3(c) affords the Board authority to determine the amount of the credit which
can be applied annually against a ratepayer's SBC contributions, provided that the Board
complies with N.J.§.A. 48:3-60.3(d), which requires that the amount “not exceed 100 percent” of
the C&1 ratepayers total annual SBC contributions.

Moreover, this interpretation would provide the Board with the necessary assurance that other
programs funded by the SBC would not be defrimentally impacted by the issuance of credits.
Staff notes that most of the programs funded by the SBC are nondiscretionary, and therefore
any over-depletion of SBC revenues as a result of the SBC Credit Program would resuit in
either the reallocation of revenue meant for other SBC funded programs or a reduction in

18 BPU DOCKET NO. EO12100940



funding of some of the SBC funded programs. Moreover, since some of the SBC funded
programs are non-discretionary, a depletion of funding from those programs as a result of SBC
credit payouts to C or | ratepayers, could result in the need for the Board to increase the rate
that each ratepayer is charged for the SBC, in contravention of the State’s goal as set forth in
the Energy Master Plan to reduce the cost of energy in New Jersey.

Allowing a C or | ratepayer to take a 100 percent credit against its entire SBC annual
contribution for up to eleven years, would invariably reduce the SB8C fund in every case. This
would make it difficult for the Board to develop longer term budgets and program goals for other
important State programs funded through the SBC.

Staff recognizes that in certain instances, this interpretation could reduce the amount of the
credit to be applied to a level which would make it uneconomical to perform any EE
improvements let alone participate in the SBC Credit Program. Staff prefers an inclusionary
rather than exclusionary process and recommends that the Board adopt the language in Straw
Proposal #2 which allows a C or | ratepayer to apply the credit against 50 percent of its annual
SBC liability. Finally, in response to PANYNJ, upon approval of the final paperwork by the
Administrator confirming that the project was completed and meets all program requirements,
and calculation of the final amount of the credit, the Administrator is authorized to begin issuing
the credit at the end of the next twelve monthly billing cycle and each applicable year thereafter.
Also, the SBC Credit Program would be an on-demand program and therefore, not subject to
budget restrictions and cancellation.

4. Staff received comments both in support of and in opposition to the Straw Proposals’
requirement that in any year in which a CE incentive is received, any SBC credit committed to
the C or | ratepayer would be reduced by the amount of the credit. Essentially, the aggregate
amount of the SBC credit and other CE incentives could not in that year exceed 50 percent of
the C or | ratepayer’'s SBC contributions made during the calendar year. While Rate Counse!
and the Utilities are in support of this limitation, NJLEUC, NJBIA, CCNJ, and Comverge oppose
it. In addition, PANYNJ recommends that ratepayers with multiple facilities/multiple accounts
be permitted to submit a consolidated SBC credit application for all proposed improvements.

Staff Response: Staff agrees with Rate Counsel and the Utilities that a C or | customer who
participates in the SBC Credit Program, and thereby reduces its contribution to the CE fund in
an amount that in many instances could actually exceed its actual CE contribution, should not
be eligible for CE participation unless the customer elects to forego an appropriate portion of the
credit based on the benefits received from its CEP participation. For example, if a C or |
ratepayer receives a CE incentive in the same year that the customer receives an SBC credit,
the amount of the SBC credit would be reduced by the amount of the CE incentive.

The rationale is clear. The SBC Program is uniquely generous in that it allows a C or |
ratepayer to take a credit against its entire SBC contribution rather than just the portion
attributable to CE. But that generosity could prove fatal to other programs that are funded
through the SBC. In its December 7, 2012 comments, Rate Counsel stressed the fact that SBC
contributions fund more than just CE. Ratepayers rely on that funding for social programs,
nuclear decommissioning, gas plant remediation, public education activities and the USF.
N.J.S.A 48:3-60(a)(3). The Utilities agreed. In their October 28, 2012 comments, the Utilities
warn that granting credits that are more than double the value of the C&i ratepayers CE
contributions, and allowing them to carry those credits for an additiona! ten year period, would
undermine the Board’s and the Utilities' ability to develop longer term budgets and program
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goals for other important state programs funded through the SBC. The Utilities recommended
that any C or | ratepayer who takes part in the SBC Credit Program and thereby reduces its
contribution to the CEP through the SBC should be ineligible for SBC-funded EE programs. if a
C or | ratepayer received a rebate in the previous calendar year, the C or | ratepayer should be
able to apply for the credit in the following calendar year as long as no portion of the credit
relates to investments in the same EE project for which the C or | ratepayer received the rebate.
If the C or | ratepayer is carrying an SBC credit forward, it should not be eligible for CE program
participation in any of the carry-forward years, uniess the C or | ratepayer elects to farego an
appropriate portion of the credit based on the benefits received from its CE program
participation.

Staff agrees with Rate Counsel and the EDCs that credits should be offset by any CEP
incentives received, and, inversely, any CEP incentives received should offset SBC credits.
Staff recommends that the Board adopt the aforementioned limitation by modifying the Siraw
Proposal #2 with the addition of the following language “Projects with funds currently committed
under other CEP funded programs may be included in the FEEP scope; however the value of
the incentive will be deducted from the credit. Any year, in which a credit is received, other CEP
incentives shall be reduced accordingly by the amount of the credit, such that the aggregate
amount of the credit and other CEP incentives does not exceed 50 percent of the Eligible
Entity's SBC contributions made during that calendar year. Any year, in which a CEP incentive
is received, any credit committed to the Eligible Entity shall be reduced accordingly by the
amount of the credit, such that the aggregate amount of the credit and other incentives does not
exceed 50 percent of the Eligible Entity's SBC contributions made during that calendar year.
This paragraph is only applicable if both a CEP incentive and SBC credit is received during the
same calendar year. CEP incentives alone are not subject to this paragraph, and can exceed
the numerical limits above. In the event that an incentive already exceeds 50 percent of SBC
contributions, and a credit is requested in the same calendar year, the credit application wili be
rejected but the incentive will be unaffected.”

Regarding PANYNJ's question concerning multiple accounts, Board Staff notes that paragraph
A. of Straw Proposal #2 has been modified to reflect that the credit applies to a utility account.
Staff recommends that the Board adopt this change, as reflected in Appendix A.

Unfortunately, aggregation of accounts when the credit is tied to the SBC contribution would
involve a level of complexity and require administrative involvement by the Utilities that could
cause the Program’s administrative costs to be disproportional to the benefits of the Program.

5. NJLEUC requested that the Board establish a tiered credit program, where the magnitude of
the credit would be determined based on factors such as a custemer’s confribution to the SBC,
the customer's total electric and/or natural gas usage, and the nature of the customer's
business and facilities, to state a few. NJLEUC suggests that dissimilar C&I ratepayers can
receive different percentage allocations of costs as a basis for the credit.

Staff's Response: Board Staff appreciates NJLEUC's suggestion of a tiered system approach
to credits. However, implementation of a measure that complex would require comprehensive
feedback from the public and from those stakeholders against whom the proposed standards
would apply. A suggestion of that magnitude is best suited for consideration in the forthcoming
rulemaking process, where it can be vetted accordingly. As a preliminary matter however, we
caution that N.J.S. A 48:3-60.3(b) provides that “the credit shall be equal to one-half of that
portion of the costs incurred by the C or | ratepayer during the preceding calendar year,..."” Any
recommendations for adoption of this measure would need to comply with that mandate.
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6. NJUA asked that the Board determine a ratepayer's SBC contribution for purposes of
determining the credit, prior fo the application of energy sales tax, which would be its true
contribution. To determine the amount of the credit using the contribution amount inclusive of
tax would be equivalent to allowing a credit against the sales tax as well as the SBC
contribution.

Staffs Response: Staff agrees with NJUA's comment and finds it consistent with the Act,
which reads that the ratepayer "shall be allowed a credit against the societal benefits charge....
" Staff recommends that the Board adopt that change. Staff has made that modification to
Straw Proposal #2 in accordance with that recommendation, which is attached as Appendix A.
Staff recommends that the mechanism for implementing that change be explored as part of the
rulemaking process with substantial input from the Utilities who are responsible for collecting
and remitting the taxable amount, and the input of the Division of Taxation, as necessary.

ERT Requirements

7. Comments were received concerning the requirement in Straw Proposal #1 that “the
submitted plans must include a package of EE measures that achieve an ERT of at least 15
percent of total building source energy consumption” and the modification under Straw Proposal
#2 that reads, "the submitted plans must include a package of EE measures that achieve an
ERT of at least 15 percent of total building source energy consumption, 100,000 kWh in annual
electric savings, or 350 MMBtu of annual natural gas savings.” Gerdau, Comverge, NJLEUC
and NAIOP object on different grounds. NAIOP suggests generally that the Board set more
reasonable ERT standards so that smaller and mid-sized C&l ratepayers could participate in the
program. NJLEUC challenges the modified ERT standards in Straw Proposal #2, finding them
arbitrary and suggests either elimination of the ERT or adoption of thresholds consistent with
Custom Measures programs. Comverge also objects to the ERT maodifications in Straw
Proposal #2, expressing that the new thresholds will prevent participation by some C&l
ratepayers. Gerdau objects to the use of any percentage threshold and asked that eligibility be
based on minimum size threshold or minimum energy savings instead. Conversely, Rate
Counsel objects to the modified ERT standards, expressing a fear that the reduced thresholds
would lead to overwhelming demand in the program. RC suggests instead that the Board either
aliow further consideration and comment on the potential effects of the alternative ERT’s or just
establish a clear minimum standard such as 15 percent.’ Finally, PANYNJ sought clarification
whether the new ERT standards of 100,000 kWh or 350 MMBtu comprise a minimum metric
under the 15 percent total building ERT or if they are alternative thresholds.

Staff's Response: The two additional ERT standards included in Straw Proposal #2, 100,000
kWh or 350 MMBtu, are alternative thresholds that stand on their own. A C or | ratepayer could
meet any of the three to qualify. Staff was motivated by the initial comments of NJLEUC and
Gerdau concerning the four percent custom threshold offered under Straw Proposal #1 being
unduly burdensome for some C&l ratepayers and based in part on those comments, offered
alternative threshold requirements as modified in Straw Proposal #2. Staff appreciated
Gerdau's explanation that for early responders and for large manufacturing plants, a four
percent ERT threshold could present an insurmountable obstacle as further capability for energy
reduction beyond what has already been achieved is limited. Staff inserted the numerical

* In earlier comments, Rate Counsel suggested an ERT of 25%. Nothing in the recard suggests that Rate
Counsel has abandoned that suggested percentage, but rather, that it is further requesting that any
established ERT be limited to one minimum standard, consistent with its December 7, 2012 comments.
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threshold savings alternatives (annual savings of 100,000 kWh electricity or 350 MMBtu natural
gas) to offer more flexible ERT standards. These alternative threshold savings are not arbitrary
and follow the same standards used in the existing Pay for Performance Program, which to
date, has not experienced an unmanageable flood of applications nor resulted in fiscal crisis.

in making those modifications, Staff sought to achieve a balance between the rights of C or |
ratepayers to participate in the credit program, the responsibility of the Board to make judicious
decisions as stewards of public monies; the Board's duty to ensure that adequate safeguards
are in place to prevent abuse, and the Board's responsibility to ensure that the monies used
actually promote and achieve EE. An elimination of ERT, as suggested by NJLEUC, would fall
short of meeting those goals and the Legislative intent behind the Act,* while an ERT of 25%,
could be prohibitive for smaller C or | ratepayers and early responders and effectively foreclose
them from participation. For those reasons, Staff recommends that the Board adopt the
modified ERT standards set forth in Straw Proposal #2. Nonetheless, Staff further recommends
that additional consideration in the rule making proceeding be given to Rate Counsels
suggestion that there be one ERT, whether at a rate of 15%, 25% or other amount, as well as to
the potential harm intuited by Rate Counsel.

8. Gerdau objects to the requirement in Straw Proposal #1 that the ERT include a
comprehensive mix of measures, where for instance, lighting could not comprise more than 50
percent of the total projected savings. Gerdau argues that the language fails to define whether
“comprehensive mix” is tied to a minimum number of measures and that the requirement itseif
eliminates the opportunity to implement a single measure that could produce significant savings.
Gerdau also requests that the Board expand the applicable EE measures that qualify for a credit
to include those that have received Superior Energy Performance certification or which comply
with Energy Management Standard — ISO 50001, a globally accepted standard for managing
energy.

Staff's Response: Staffs consideration of Gerdau's concern and its interest in making the
program accessible to a large portion of C&l ratepayers by relaxing standards, prompted it to
modify that language when it drafted Straw Proposal #2. Straw Proposal #2 deletes that
language in its entirety so that a C or | ratepayer would be able to apply for the SBC credit
based for the implementation of a single measure that meets the ERT outlined in Straw
Proposal #2. But Staff believes that a remaining term, requiring that the ratepayer's ERP
include a “package of EE measures,” is equally confusing and should be removed. Accordingly,
Staff recommends that the Board delete “package of EE measures” from the Proposal. Staff
has modified Straw Proposal #2 in accordance with that suggestion, which is attached as
Appendix A.

However, consistent with standards under P4P and LEUP programs, Staff beiieves that lighting
should comprise no more than 50 percent of the projected energy savings. As such, Staff has
modified Appendix A to reflect that change and recommends that the Board adopt that
modification. This modification is consistent with the Act which allows a credit for measures that
would be eligible for incentives under programs (such as P4P and LEUP) that the Board shall
have determined to fund by the SBC. N.J.S.A. 48:3-60.3(b).

* The credit is described as intending to encourage businesses to purchase and install energy saving
products and services by allowing the businesses to claim a credit against the societal benefits charge.
Sponsors’ Statement to Assembly Bill No. 2528, at 8 {Mar. 16, 2010); Sponsors’ Statement to Senate Bill
No. 2344, at 8 (Oct. 14, 2010).

22 BPU DOCKET NO. EO12100940



Finally, Staff notes that measures which meet as SEP certification (Industrial Measurement and
Verification Protocol} or Energy Management Standard - 1SO 50001 are eligible under the Pay
for Performance Program and the SBC Credit Program as well.

Eligibility Requirements

8. Staff received a comment from NJBIA suggesting that it relax the eligibility requirements, for
nstance, by creating tiered eligibility requirements such as allowing an exemption from
prevailing wage requirements for smaller C&I ratepayers. NJBIA submits that current law allows
for an exemption from prevailing wage for projects under $14,000.

Staff Response: Based on this comment, Staff revisited that provision in Straw Proposal #2,
acknowledged its ambiguity with respect to the expectation, and modified the language
concerning prevailing wage rates to reflect “as required by faw.” Each participant is expected to
be familiar with and to comply with relevant State laws, including prevailing wage requirements.
Staff recommends that each participant check with the appropriate State agency and their legal
counsel to determine what are those prevailing wage requirements (or exemptions from those
requirements) and to act accordingly.

10. Staff received comments from Rate Counsel, NAIOP and NJBIA requesting that the
application process be simplified in order to encourage participation and so that smaller and
mid-sized C&I ratepayers could have the opportunity to participate in the SBC Credit Program.
For example, NJBIA asked that the "good standing” requirement be modified in light of the
financial impact of Hurricane Sandy on some C or | ratepayers, so that any C or | ratepayer who
has paid the SBC would be eligible rather than requiring non-delinquency of SBC remittance.
NJBIA also suggests that the Board work with Treasury to waive any fees associated with tax
clearance certificates for impacted companies. Finally, NJLEUC asked that the DEEP
requirement be eiiminated and Rate Counsel asks for a longer project construction timeline.

Staff Response: Essentially, Board Staff agrees with NJBIA’s argument that smaller and
medium-sized C&! ratepayers should be entitled to participate in the SBC Credit Program and in
response, made several modifications to simplify the application process. First, Staff eliminated
the DEEP requirement in Straw Proposal #1, leading to a significant reduction in time, expense
and the need to submit certain information. In addition, by eliminating the DEEP it essentially
reduces the credit eligibility process by 90 days while leaving the construction deadline the
same. Furthermore, the elimination of the expense required for preparation and submission of
the DEEP, could be used to offset the C or | ratepayer's financial portion of the project.
However, Staff cannot eliminate all requirements, like M&V measures for instance, which
provide assurance to ratepayers and to the Legislature that public monies are being spent
prudently and in accordance with the Act's purpose. Consequently, Staff included similar
appiication procedures that are afready present in the P4P and LEUP and which have worked
well to meet those safeguards. Regarding the “good standing” requirement, Staff is sensitive to
NJBIA's concern and recommends the requirement be eliminated since no other program has
such a requirement. Staff has modified Straw Proposal #2 in that regard, and recommends the
Board adopt the modified language which appears in Appendix A. Finally, Staff encourages
additional suggestions for streamlining the application process in the context of the rulemaking
proceeding, including changes to the construction deadline and the existence of any Board
authority to waive tax clearance certificate fees.
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Administration of the Credit

11. In response to Straw Proposal #1, Staff received comments from Rate Counsel and the
Utilities requesting that SBC Credit Program, including the issuance and tracking of credits, be
carried out by the OCE rather than the Utilities.

Staff Response: Staff agrees with the Utilities and Rate Counsel that the Utilities’
administration of these functions would result in higher administrative costs and could
compromise Staff's ability to effectively monitor the aggregate impact of the value of the
remaining credits, and to consider its impact on the CEP budgeting process. Staff is also
cognizant of Governor Christie’s desire to reduce energy costs in New Jersey, and its
responsibility to ensure that the SBC Credit Law Program is administered in the most efficient
way possible. In that regard, Board Staff accepts the Utilities claim that the implementation of
the SBC Credit Program within the billing and record-keeping system of each utility could be an
extremely complex and costly endeavor. However, the Utilities would stilt be required to provide
the amount of the SBC contribution in accordance with the Act. Accordingly, Staff recommends
that the Board adopt that modification in Straw Proposal #2 which places the Program’s
administrative responsibilities on the Program Administrator in accordance with the modified
language in that Proposal.

12. Rate Counsel suggested that Staff explore through data collection the estimated costs and
feasibility of different options for issuing the SBC credit (i.e. the issuance of a check vs. a credit
to the utility account) and intervals for credit payment (i.e. monthly vs. quarterly). Rate Counsel
asked that the information collected be presented and considered in the context of a formal
rulemaking proceeding before Staff or the Utilities make any changes to their computer systems
to accommodate the SBC Credit Program.

Staff Response: Staff agrees with Rate Counsel that as stewards of public monies, the Board
has an obligation to explore the costs considerations contemplated by Rate Counsel. Staff
recommends that the Board order Staff to conduct a feasibility determination as to the most cost
effective and feasible means to distribute the credit and that the issue be presented as part of
the rulemaking process.

13. Gerdau requested clarification concerning the allocation of the SBC Credit amount against
a C or | ratepayer’s electric and natural gas utilities. Gerdau believes that the language in the
Proposals suggest that a C or | ratepayer that invests in projects geared primarily toward
electricity savings could not apply the credit against its SBC contributions for electric and gas.

Staff Response: Staff submits that neither of the Proposals is intended to operate in this
fashion. Rather, the intent of the SBC Credit Program in accordance with the Act is that the C
or | Ratepayer be allowed a credit against the entire SBC, not limited to one energy type, on a
per account basis. N.J.S.A. 48:3-60.3(a). Accordingly, Staff recommends the Board modify the
language which reads, ‘the Administrator will review the final application and prepare a
recommendation for the OCE regarding any proposed credit, including any split between electric
and gas SBC credits for measures that save both gas and electric,” by ending the sentence
after the term “proposed credit.” Staff has modified Straw Proposal #2 to reflect that change in
the aftached Appendix A. Staff notes that the credit is still to be applied on a per utility account
basis.
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14. Rate Counsel opposes the use of ratepayer funds for any incentive that pays 100% of the
applicant's costs, and furthermore maintains that total incentives should not pay 100% of the
applicant’s incremental costs of energy efficiency measures {or the additional costs of energy-
efficient measures beyond the costs of standard measures) unless it is absolutely necessary to
gain participation and promote efficiency for specific market segments (e.g., low-income
customers in the Comfort Partners program) or important emerging measures needed to
promote public benefits. When no standard measures exists, such as for building insulation, the
incremental costs are equal to the total installed costs.

Staff Response: Board Staff notes that the provision comes directly from the Large Energy
Users Pilot Program. The Act contemplates utilizing existing EE programs as a basis for the
SBC Credit Program, and consequently Board Staff's straw proposals have included program
rules derived from both the Large Energy Users Pilot Program and the Pay for Performance
Program. Consequently, Board Staff believes that Rate Counsel's suggestion, while perhaps
having some merit, should be considered in the context of the rulemaking proceeding, where
the implications can be analyzed more fully by stakeholders.

15. Rate Counsel submits that the SBC Credit Program should not allew a C or | ratepayer to
use any source of energy other than electricity or natural gas as the primary source for its EE
project. Rate Counsel reasoned that the SBC Credit Program is funded by the SBC charge
tevied on electric and natural gas ratepayers.

Staff Response: Staff agrees with Rate Counsel's assessment. Staff recommends that the
Board adopt modified language that makes it clear that a C or | ratepayer may only qualify for
and receive a credit against its SBC for qualifying EE measures that reduce electric or gas
consumption. Staff has amended the relevant language in Straw Proposal #2 in accordance
with that recommendation, which now reads, “Each ECM must reduce eleciric or gas
consumption or both.”

16. Rate Counsel recommends establishing a budget for funding of the program tied to a
percentage of the total CE budget to prevent exhausting the entire CEP budget or
compromising other SBC funded measures,

Staff Response: Staff understands the chaflenge facing the Board to encourage EE projects
through an even-handed, generous and worthwhile SBC credit program while also continuing to
fund several other notable programs. Staff recognizes the difficulty in funding many programs
with a limited source of funding and appreciates Rate Counsel's suggestions for managing that
funding. Staff was moved by Rate Counsel’s analysis in its December 7, 2012 comments,
iustrating that if the SBC Program had been in place in 2012, based on 2011 collections from
each utility’s top 25 SBC contributors, the potential outtay of SBC funds to pay for SBC credits
could have exceeded the entire CE fund. That conclusion is staggering. While the outcome is
speculative, it highlights a key shortcoming of SBC Credit Program funding. The Board does
not have the benefit of foresight and cannot speculate how many applications it will receive.
Further, this program is unique in that an approved credit can encumber SBC funding for up to
eleven years, which makes budgeting that much more difficult.

As such, Staff agrees that the concept of an SBC budget should be considered in the context of
a rulemaking and recommends that the Board direct Staff to submit this item for consideration in
the rulemaking proceeding. Staff further recommends that contemporaneous with the
implementation of the Act, that the Board order Staff to compile real-time information concerning
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the number of applications and magnitude of the credit sought, which could be used in
assessing whether an SBC budget should be implemented.

17. Rate Counsel, NJLEUC and Gerdau oppose the timing for credit issuance which occurs at
the end of the following twelve month billing cycle after project completion and inspection.
NJLEUC finds the delay inordinate and inconsistent with the manner in which management
budgets for capital projects. NJLUEC asks that it be issued after project completion. Rate
Counsel requests that that Board implement through rules a financial mechanism to help with
financial hurdles that will occur with the long credit payment schedule.

Staff Response: Staff believes that issuance of the credit in accordance with the proposals is
consistent with the Act, since the expenditures tied to the credit are still linked to purchases from
the prior year. N.J.S.A 48:3-60.3(b). Furthermore, the delay applies to the first year only so it
would have no impact on credit recovery in years two through eleven.

While issuance of the credit upon project completion would benefit C&l ratepayers with faster
cost recovery, it is problematic for various reasons. First, verification protocols require the
collection of post-installation energy consumption data and the caicutation of percent reduction
of source energy use (the difference between baseline and post-retrofit energy consumption).
Payment upon project collection would stymie that part of the verification process. [t would also
prevent the Program Administrator from determining whether the project is performing as
intended and if not, the amount by which the credit should be reduced. The Board is ultimately
responsible for determining the amount of the credit under the Act, [see N.J.S.A 48:3-60.3 (¢)]
an obligation it daes not take lightly. As the Utilities pointed out, strong controls are critical to
ensuring public confidence that the credits are generating significant savings. [f credits were
issued upon project completion as NJLEUC would like, and the Administrator later determined
that the project’s actual energy reduction fell short of projections, recapturing public monies to
which the C or | ratepayer was not entitled would be troublesome and costly. The current credit
payment schedule avoids such a sticky situation. In fact, Rate Counsel supports the use of
post-retrofit data as part of the verification process, and adds that it aliows collection of actual
savings from the Program that can and should be incorporated into the State’s strategies to
meet the Energy Master Plan.

Payment under the current proposal also allows the Board if necessary, to amend the budget to
allow for applications that could not otherwise be approved if the funding had been exhausted.
Notwithstanding, stakeholders are free to propose credit payment timelines in the rulemaking
process that are considerate of the outlined problems and Staff recommends that the Board
allow that issue to be explored at that time.

Staff also appreciates Rate Counsel's idea to develop in the rutemaking process, financial
mechanisms to assist C or | ratepayers who are cash strapped while waiting for the credit to
issue. However, since the Act does not authorize the Board to issue amounts in excess of the
determined credit, the Board has no basis for issuing additional monies. Nor is there a means
of issuing a tiered credit, similar to P4P, without problems developing. Under P4P, tiered
payments are based on the satisfaction of a specified act or completion of a particular measure
at each stage. The Program Administrator does a “look back” to determine if the benchmark
has been met before issuing the incentive at each stage. The SBC credit operates differently.
The SBC Credit is based on the completion of the entire installation of qualifying products, and
is not separated into stages. As a resuit, payment over time would not work. Staff can only
speculate at this time since Rate Counsel's suggestion does not indicate the means by which a
financial mechanism could be implemented. Therefore, Staff recommends that the Board allow
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Rate Counsel to present examples for financial mechanisms in a ratemaking proceeding, which
are authorized by the Act and within the jurisdiction of the Board to implement.

18. The Utilities and Rate Counsel requested clarification on the meaning of “entity” as used
throughout the proposals, i.e. whether it refers to a customer, account, a meter, or other
measure. To clarify Staff's intent, it modified the proposal by deleting “entity” when used in the
singular (as compared to Eligible Entity which is defined under the Proposals) and replacing it
with fanguage specifying that the credit is intended to apply to a single utility account. That
change should make it clear that a C or | ratepayer who has several utility accounts may not
aggregate those accounts under the Credit Program. The modified language appears in Straw
Proposal #2. Staff recommends that the Board adopt this modified language

DISCUSSIONS AND FINDINGS

Staff solicited and received substantial input on the Act, suggestions for administration of the
credit, and conflicting interpretations on what the Act aliows. Staff submitted questions to
stakeholders, sought public input, held a stakeholder's conference and allowed extensive time
for comment on its Proposals. In fact, Staff offered two proposals for review. The second was
created after Staff received several comments on key issues such as administration of the
credit, the amount of the credit to be applied and the ERT requirements. In addition, a public
hearing was held on December 3, 2012, to solicit additional input on the Straw Proposals and
written comments were accepted from the public. Both the stakeholder conference and the
public hearing were well attended. There is no question that substantial due process was
followed and that the public had significant notice and opportunity to comment on the Proposals.

However, this Act is complex. It allows for a credit for purchases from the previous year, while
extending the period over which the credit could be collected to a maximum of eleven years.
The credit fracking implications are huge. And for those C or | ratepayers who have different
utiity providers for gas and electric, the situation is even more complicated. Making this even
more challenging is the uniqueness of the credit. Although it is a credit for the purchase of EE
measures, it is not tied to the CE fund, which was established for that use. N.J.S.A. 483-
60(a)(3). Instead, the amount of the credit is tied to the entire SBC fund, which funds far more
than just CE programs. No other CE program operates this way. The financial implications to
the SBC fund as a whole, and the potential depletion of funding to those other programs {(as well
as potential rate increases to all ratepayers as a result) are tremendous. With so much at stake,
it is not surprising that the comments were so varied, ideas complex, and overall, represented
strikingly dissimilar views.

The Board is pleased with the attention Staff gave to creating a proposal for the Act’s
implementation and also pleased with the level of stakeholder involvement and impressive
variety of comments and suggestions it about the proposed Program. It is based on those
efforts and level of participation that the Board is able to reach this determination.

For the following reasons, the Board HEREBY FINDS the process utilized in developing Staffs
recommendations related to implementation of the Act was appropriate and provided
stakeholders and interested members of the public notice and the opportunity to comment.

The Board has considered the extensive public stakeholder input received. Based on its review
of the Act, stakeholder and public comments, Straw Proposal #1 and Straw Proposal #2, and
after due consideration, the Board HEREBY ADOPTS Appendix A for the reasons set forth in
this Order. The Board believes that Staff's recommendations as set forth in Appendix A relate
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to the requirements of the Act and are reasonable. These procedures are sensible, consistent
with the policies of the Board and the Act, and through their implementation will deliver
significant benefits to the State by promoting the purchase of EE products and services by C&l
ratepayers and lead to further reductions in the usage of electricity and naturat gas.

For the reasons that folfow, the Board HEREBY ADOPTS Appendix A attached to this Order, as
“The SBC Credit Program” to take effect on January 1, 2013. The Board further DIRECTS Staff
to initiate a rulemaking as soon as possible in accordance with the Administrative Procedures
Act, N.J.S.A, 52:14B-1 et seq., to consider the full breadth of issues associated with the SBC
Credit Program and to further develop minimum filing requirements for SBC Credit Program
applicants, including but not fimited to the issues identified by Rate Counse! and Staff and as
specified in this Order. Staff will report quarterly to the Board on the progress of such
rulemaking.

At the outset, the Board agrees with Rate Counsel concerning the appropriateness of
rulemaking under these circumstances, and has ordered Staff to take action to initiate a
rutemaking proceeding as soon as possible in accordance with the Administrative Procedures
Act. However, the Board is satisfied that this Order is necessary and proper at this juncture,
given the need to provide sufficient standards for implementation of the Program on January 1,
2013, as mandated by the Act. Without the issuance of this Order, that mandate could not be
accomplished. However, in carrying out this interim process, the Board is satisfied that Staff
has met the fundamental goals of providing notice and adequate due process to stakeholders
and the public. The averwhelming input, suggestions and ideas that Staff received from the
public and stakeholders during this process is an indication that due process has been satisfied.

Agencies have wide latitude in improvising appropriate procedures to effectuate their jurisdiction
and substantial flexibility in choosing those procedures most suitable to achieving their
regulatory aims and implementing legislative policy. In re Provision of Basic Generation Service
for Period Beginning June 1, 2008, 205 N.J. 339, 347 (2011); Metromedia, Inc. v. Dir., Div. of
Taxation, 97 N.J. 313, 333 (1984); Crema v. N.J. Dep't of Envtl. Prot., 94 N.J. 286, 299 (1983).
Similarly, agencies possess the ability to be flexible and responsive to changing conditions. In
re Pub. Serv. Elec. and Gas Co. Rate Unbundling, 167 N.J. 377, 385, cerl. denied. 534 U.S.
813; 122 8. Ct, 37; 161 L,_Ed. 2d 11 (2001). But “administrative agency action, and an agency’s
discretionary choice of the procedural mode of action, are valid only when there is compliance
with the provisions of the Administrative Procedure Act (APA), N.J.8.A. 52:14B-1 to -15, and
due process requirements.” Basic Generation Service, supra, 205 N.J. at 347 (citing Nw.
Covenant Med. Ctr, supra, 167 N.J. at 137). in this case, given the complex nature of the
credit, the ever-evolving suggestions of stakeholders, and balancing the interest of all
ratepayers and the Ultilities, rulemaking would not have been feasible in the short time frame.
But the Board feels confident that substantial due process was afforded to all interested parties
such that this Order is a sufficient application of the Board's authority and a sufficient and
appropriate means to implement the Act pending the adoption of rules.

The Board adopts the positions of Rate Counsel, the Utilities and Staff in finding that the amount
of the credit which a C or | ratepayer can apply annually against its SBC fiability is 50 percent.
In reviewing the Act and the comments of stakehoiders and Staff, the Board agrees that
N.J.S.A. 48:3-60(c) affords the Board authority to determine the amount of the credit which can
be applied annually against a ratepayer's SBC contributions, provided that the Board complies
with N.J.§.A. 48:3-60.3(d), and does not allow an amount that exceeds 100 percent of a C or i
ratepayer’s total annual SBC contribution. This interpretation is consistent with the Act, allows
the Board to ensure that other programs funded by the SBC will not be detrimentally impacted
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by the issuance of credits in light of their non-discretionary nature, and allows the Board to
create long-term budget goals.

The Board agrees with the position of Rate Counsel and the Utilities concerning the allocation of
the credit when other CE incentives are received. The Act's goal of encouraging EE is met
through the allowance of a credit equal to one-half of a C or | ratepayer's qualifying costs.
Nothing in the Act indicates that the State’s ratepayers, through their SBC contributions, should
completely subsidize the EE measures of C or | ratepayers through the SBC fund, which is the
source of funding for far more than just CE projects. In fact, the Legislature made that intent
clear when, following the December 12, 2011 public hearing of the Senate Environment and
Energy Committee, concerning Senate Bill No. 2344, a precursor to this Act, the Legislature
reduced the amount of the credit from the cost of the qualifying measure to one-half of the cost.
There is no basis here to oppose the Legislature’s intent by allowing a C or | ratepayer to
acquire a windfall through other CE incentives, that it was unable to obtain through the SBC
Credit Program. Therefore, a C or | ratepayer who takes part in the SBC Credit Program, and
thereby reduces its contribution to the CE fund (in an amount that in many instances could
actually exceed its actual CE contribution) should not be eligible for CE participation unless the
customer elects to forego an appropriate portion of the credit based on the benefits received
from its CEP participation. The Board adopts the language in Appendix A concerning that
provision.

While the Board finds novel the idea of a tiered credit system as suggested by NJLEUC, the
concept is a complex one that would require substantial stakeholder input, Staff review and a
detailed basis of how such a system would work. Furthermore, any concept would need to
comply with the parameters of the Act, particularly N.J. S A. 48:3-60.3(b), which sets the amount
of the credit. Accordingly, the Board invites NJLEUGC to propose a detailed, Act-compliant plan
for a tiered system within the context of the rulemaking proceeding.

The Board has reviewed the comments of the Utilittes and Rate Counsel concerning the
problems with administration of the program by the Utilities and agrees that it should be done
through the Program Manager. Accordingly, the Board adopts that revision from Straw
Proposal #2 as it appears in Appendix A.

The Board has reviewed the requirement for a ‘comprehensive mix of measures” under Siraw
Proposal #1, Gerdau's comments that it is ambiguous and not required under the Act, and
Staff's revisions under Straw Proposal #2, which deletes the entire sentence pertaining to the
comprehensive mix. While the Board adopts Staff's modification, it agrees with Staffs
assessment that further modification is needed to and therefore, adopts Staff's suggestion to
delete "package of measures”.

The Board also accepts Staff's recommendation to limit the projected energy savings of the
measure to comprise no more than 50 percent in lighting, consistent with existing standards
under P4P and LEUP, CEP which the Board has determined to fund by the SBC in accordance
with N.J.S.A. 48:3-60. The Board adopts both modifications as they appear in Appendix A.

The Board notes it concurs with Staff that there were several noteworthy suggestions that
involve a level of complexity that goes beyond the scope of this Order and would require
comprehensive feedback from the public and stakeholders before further consideration could be
given to them. Suggestions such as those are better suited for consideration in the forthcoming
rulemaking process, where they can be vetted appropriately. Accordingly, the Board adopts
Staff's recommendations concerning the following matters and QRDERS that these items be
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considered during the general rulemaking proceeding contemplated by the Board and as
discussed earlier in this Order:

The concept of a tiered SBC Credit Program as proposed by NJLEUC which would meet
the parameters of the Act including the amount of the credit under N.J.S.A. 48:3-60.3(b):
A determination of the credit based on pre-energy sates tax contributions. The Board
agrees with Staff and the NJUA that the determination of the credit net of the energy
sales tax is consistent with the Act. The Board adopts Staff's modification to that effect
which appears in Appendix A;

Consideration whether further modifications should be made to the ERT standards,
including one rate as discussed by Rate Counsel. For the purpose of this Order, the
Board adopts the modified ERT standards set forth in Straw Proposal #2 and which
appear in Appendix A;

Measures to simplify the application process, inciuding but not limited to, modifying the
construction and credit issuance timelines as requested by Rate Counsel and others,
and waiver of the tax clearance certificate requirement and whether the Board has the
authority to do so;

The exploration through data collection of the costs and feasibility of different options for
issuing the SBC credit (i.e. the issuance of a check vs. a credit to the utility account) and
intervals for credit payment (i.e. monthly vs. quarterly) and the presentation of those
findings in the rulemaking proceeding. The Board agrees that the need for any changes
to the Utilities' computer systems should be part of the rulemaking proceeding as well;
Consideration of an SBC Budget. The Board was moved by Rate Counsel’'s analysis
itustrating how the SBC Credit Program could potentially deplete SBC funding in certain
instances. The Board has no ability to determine how many appilications it will receive,
process or approve nor can it determine how much of the SBC fund will be depleted
once credits are awarded. But the potential for that to occur, coupled with the Board's
continual need to adequately fund other programs with SBC fund, is a sufficient basis to
explore the option of implementing an SBC budget within the context of the rulemaking
process;

The concept of aggregated energy savings targets for the SBC Credit program overall;
and

Whether the Board has authority to charge applicants an administrative fee to cover
program administration costs and if so, the method for doing so.
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Conclusion

Based on the above, the Board HEREBY ADOPTS Staff's recommendations set
forth in Appendix A and ORDERS the commencement of the SBC Credit Program on
January 1, 2013 in accordance with Appendix A. The Board HEREBY DIRECTS the
OCE to initiate a rulemaking proceeding as soon as possible in accordance with the
Administrative Procedures Act to consider the full breadth of issues associated with the
SBC Credit Program and to develop a set of minimum filing requirements for SBC

Credit Program applicants. Staff will report quarterly to the Board on the progress of
such rulemaking.
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APPENDIX A
IN THE MATTER OF THE IMPLEMENTATION OF A2528/52344 (N.J.S.A. 48:3-60.3) AND

THE SBC CREDIT PROGRAM
DOCKET NO. EO12100940

THE SBC CREDIT PROGRAM

On January 17, 2012, Governor Christie signed into taw a bill {("SBC Law”" or “Act™
(found at N.J.S.A 48:3-60.3) that allows commercial and industrial (“C&I") ratepayers to
establish a credit against Societal Benefits Charge (“SBC”) contributions for the costs of energy
efficiency ("EE”) products and/or services. C&l ratepayers are entitled to a credit from their
annual SBC contributions under the Act equal to one-half of the costs incurred for the purchase
and installation of Clean Energy Program (“CEP")-supported EE products and services in the
preceding calendar year, and up to 50% of their SBC contributions for a given year,_per utility
account. The program will be launched on January 1, 2013, and will continue indefinitely._EE
expenditures made during 2012 will be eligible to receive credits.

A. Program Description

The purpose of the SBC Credit Program is to implement the Act and to foster self-
investment in EE projects by providing financial support to all C&! ratepayers in the State of
New Jersey. Credits will be granted to participants that satisfy the program'’s eligibility and
program requirements to invest in self-directed EE projects. To qualify, a C&l ratepayer must
have contributed to the SBC in the past calendar year. The maximum credit per entity is 50% of
eligible project costs, with an annual cap of 50% of annual pre-tax SBC contributions per utility
account. The credit can be carried over for up to ten additional years if the initial credit exceeds
50% of the ratepayer’s annual SBC contributions, per utility account. Credits will be issued upon
project completion and verification that all program requirements are met.

The SBC Credit Program will rely on the same network of Program Partners that are
utilized under the Pay for Performance program. Partners will provide technical services to SBC
Credit Program participants. Program Partners are required to strictly follow program policy, but
will work under contract to SBC Credit Program participants and act as their “‘energy expert” for
the delivery of services. Entities wishing to be certified as Program Partners must complete the
appropriate training as provided by the C&] Market Manager or future Program Administrator
{collectively, “Administrator’). Certain entities who have their own in-house professional
engineering expertise can become a Program Partner for their own facility. Their staff will be
oriented through a fast-track process. This option is geared toward larger customers, and will be
evaluated on a case-by-case basis by the Administrator. All other SBC Credit Program
requirements will be applicable.

B. Target Markets and Eligibility

The SBC Credit Program is available to all C&l ratepayers who meet-the following
quaifications—th-must-have contributed to the SBC in the past calendar year—and-{2Hs-current
oa-thelr SBCiabilities-andr-censequentlyis-in-good-standing-with-their utility. A C&l ratepayer is
defined as a customer serviced by a non-residential utility tariff. C&1 ratepayers that comply with
the two-requirements above (“Eligible Entities”) are required to work with an approved Program
Partner to develop a Final EE Plan (“FEEP”). The submitted plans must include a-package-of
EE measures that achieve an Energy Reduction Target ("ERT") of at least 15% of total building



source energy consumption, 100,000 kWh in annual electric savings, or 350.000 MMBtu of
annual natural gas savings. Projects that cannot identify EE improvements that meet the above
savings will be referred to the appropriate CEP EE Program._No more than 50% of the energy
savings can _come from lighting.

C. Program Incentives

The program will offer a maximum credit per utility account of 50% of total project costs,
as identified in the FEEP. Yearly credits are capped at 50% of a participant’s SBC contributions.
The credit can be carried over for up to ten additional calendar years if the credit exceeds 50%
of the ratepayer's annual SBC contributions. There is no minimum credit. Credits will be
committed upon approval of the FEEP by the Administrator and, if required, by the Board of
Public Utilities. Credits shall be issued and tracked by the Administrator 12 billing cycles upon
after_project completion and verification that all program requirements are met. Credits shall
reduce the amount of funds available under the CEP. treentives-are-provided-perutility accoun
only—H-the-customerhas-multiple-account ' i fasility—then-separat icati
must—be%ubmitteéiepth&eqaipmen%tie&te%hesweepeeﬁv&aee@u%

D. Submittal Requirements for Credit Reservation
Eligible Entities interested in applying to participate in the SBC Credit Program shall
submit an Enroliment Letter with the following information (fimit 2 pages excluding attachments):

a. Number of buildings/sites and list of all associated utility and third-party
supplier accounts in the previous calendar year:

b. Total usage and number of location or premise IDs as provided by utility;
and

c. Utility account numbers and authorization for the utility to provide the
information needed to calculate the SBC credit. : and

d. Any incentives being received pursuant to Paragraph G(5) below.

E. Submittal Requirements for Credit Commitment

Eligibie Entities shall submit a FEEP to the Administrator for credit cormmitment no later
than one hundred and twenty (120) days from the date of the Enraliment Letter. The following
information must be included in the FEEP:

1. Executive Summary
a. Existing energy use by source from previous 12 months (kWh, kW,
MMBtu);
b. Existing total site energy use from previous 12 months {kBtu/sqit);

C. Galewlated—Estimated annual energy savings by source (kWh, kW,
MMBtu, and %);
d. Galeulated-Estimated annual total site energy savings (kBtu/sqgft and %);

e. Total project cost {prevailing wage rates when required by law); and
f. Total salewdated-estimated annual energy cost savings.
2. Table of Energy Conservation Measures {“ECMs™)

A table of ECMs to be implemented in the next 12 months must be included.
Credits shall only be available for ECMs approved in the FEEP. Each ECM must reduce
electric_or_gas consumption or both. ECM descriptions shall include: (1) a detailed
description of equipment being replaced/augmented: (2) a detailed description of
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recommended measure (including quantities, EER, AFUE, etc.), (3) A basis for
calculating energy savings and O&M savings (including all assumptions): and (4) a basis
for calculating installed cost (including alt assumptions). Moreover, the foliowing
information shall be included for each measure:

a Estimated installed cost;
b. Estimated annual energy savings by source (kWh, kW, MMBtu);
c. Estimated annual O&M savings ($);
d. Estimated annual energy cost savings ($); and
e. Estimated simple payback or IRR % (tota! of all measures).
3. Measurement and Verification (“M&V”)

Include a description of pre/post M&V to be implemented. The Post Construction
Benchmarking Report will be based on the approved FEEP projected energy savings
and will provide an accurate verification of savings while keeping the costs associated
with M&V at a reasonable level. M&V reguirements will follow the International
Performance Measurement & Verification Protocol (IPMVP). Option D - Calibrated
Simulation will be the required M&V approach for all projects. Options A — Partially
Measured Retrofit Isolation and Option B — Retrofit Isolation, may be used as guidelines
for data collection. The Post Construction Benchmarking Report must demonstrate
savings each year of past construction consumption in which an SBC Credit is received.
In the event the scope of work, savings, and/or cost estimates does not match as-built
documentation, the amount of the credit will be adjusted proportionally.

To validate the savings and achievement of the ERT, the EPA Portfolio Manager
will be used. The steps of this process are summarized below:

a. Develop and document building energy baseline based on at least one
fuil year of historical energy use data for the building;

b. Document annual energy use during the post-retrofit period:

c. Collect energy consumption data for the post-installation period; and

C. Perform weather-normalization and calculate bercent reduction of source

energy use as the difference between baseline and post-retrofit energy
consumption as a percentage of the baseline energy consumption
(baseline ~ post retrofit energy consumption / baseline).

4, Appendices
a. Professional Engineer Certification to verify all FEEP documents are
accurate;
Utility bills and/or summaries;
Supporting calculations;
Specification sheets;
Site overview; and
Utilities overview

~ooo0uw

5. ERT

A set minimum ERT is required of all projects and is based on an approved
whole-building energy simulation. The ERT must include apaskage-ofEE measures that
reduce total building source energy consumption by at least 15%; achieve 100,000 kWh
in annual electric savings, or achieve 350.000 MMBtu of annual natural gas savings. .
No more than 50% of the energy savings can come from lighting. The achievement of
the ERY is verified using post-retrofit billing data and the EPA Portfolio Manager
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methodology. For building types that are not addressed by the EPA’'s the-Benchmarking
Tool, an alternative approach as reviewed by-Beard-Staff the Administrator, shall be
followed. The minimum energy reductions will be based on total building source energy,
which is consistent with the EPA’s Portfolioc Manager benchmarking software. Savings
projections shall be calculated using calibrated energy simulation. The approach
involves the following steps: (1) Develop a whole building energy simulation using
approved simulation tools (the list of approved tools are based on the software
requirements outlined in ASHRAE 90.1 2004 Section 11 or Appendix G, or as approved
by the Administrator; (2) Calibrate simulation to match pre-retrofit utility bills; (3) Model
proposed improvements to obtain projected energy savings: and (4) Calculate percent
energy reduction fo demonstrate achievement of the ERT.

F. Submittal Requirements for Credit Payment

Once the work defined in the FEEP has been completed, the Eligible Entity shall submit
proof of construction completion for all measures. Proof of construction completion include, but
is not limited to, the following: (1) Invoices for materialfiabor, (2) Certification of compliance with
prevailing wage_as required by law; and (3) Valid tax clearance certificate. All work must be
completed within 12 months of FEEP approval. Extensions may be granted for a period of up to
six months with satisfactory proof of project advancement (in the form of copies of permits,
equipment invoices, installation invoices indicating percentage complete, updated project
schedules, etc.). Iif ECMs are not completed within the specified timeframe, credit commitment
may be forfeited. Differences between the FEEP and the as-built project must be documented
and will require a revised FEEP submitted for review. In the event the scope of work, savings,
andfor cost estimates do not match as-built documentation. the amount of the credit will be
adjusted accordingly. The adjusted calculation shal in no circumstance exceed the original
credit commitment provided initially. The Administrator will review the final application and
prepare a recommendation for the OCE regarding any proposed credit—nsluding—any—split
MW#W%%W%SWM%M%.

Upon approval of the final paperwork by the Administrator confirming that the project(s)
was completed and meets all program requirements, and calculation of the final amolnt of the
credit(s), the Administrator will issue the credits at the end of the next twelve {12) monthly billing
cycle, and to continue such credits in subsequent years (up to ten additional calendar years)
until such credits are exhausted.

G. Terms and Conditions of SBC Credit Program

1. Investment Returns

The aggregate ECM work scope identified for all ECM's in the FEEP must in totai
demonstrate a simple payback of 8 years or less, or must have an IRR of 10% or greater
(prior to credit). Board Staff will provide the appropriate energy unit costs and inflation
factors.

2. Performance Standards
All ECMs must meet Minimum Performance Standards, as defined by the Pay for
Performance Guidelines — Appendix B,

3. EE Products and/or Services

Credits are limited to EE products and/or services that are already eligible for
incentives under the CEP during the calendar year in which the FEEP is approved. . The
following are not eligible: (1) renewable energy; and (2} maintenance energy saving
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projects.

4. Pre-existing ECMs

ECMs already installed or under construction will not be considered for credits
and shall not be included in the FEEP. For 2012 expenditures only, an Eligible Entity
shall submit_as-buiit documentation regarding the ECMs, and any other information as
requested by the Administrator. No FEEP is required. The Administrator shall have sole
discretion in approving any measure completed in 2012,

5. Other Funding

Federal grants or incentives are allowed. Other state or utility incentives are
allowed so long as they are not originating from CEP funds. CEP loan funds are allowed.
Total of Federal, state, utility, and credit funding shall not exceed 100% of total project
costs. Projects with funds currently committed under other CEP funded programs may
be included in the FEEP scope; however the value of the incentive will be deducted from
the credit. Any year in which a credit is received, other CEP incentives shall be reduced
accordingly by the amount of the credit, such that the aggregate amount of the credit
and other CEP incentives does not exceed 50% of the Eligible Entity’s SBC contributions
made during that calendar year, Any year in which a CEP incentive is received, any
credit committed to the Eligible Entity shall be reduced accordingly by the amount of the
credit, such that the aggregate amount of the credit and other incentives does not
exceed 50% of the Eligible Entity's SBC contributions made during that calendar year.
This paragraph is only applicable if both a CEP incentive and SBC credit is received
during the same calendar vear. CEP incentives algne are not subject to this paraqgraph.
and can exceed the numerical limits above. In the event that an incentive already
exceeds 50% of SBC contributions, and a credit is requested in the same calendar year,
the credit application will be rejected but the incentive will be unaffected.

6. Review Timetable

Upon receipt of the FEEP, the Administrator will have sixty (60) days to review
each submittal and provide comments to participant; participant will have fifteen (15)
business days to respond to comments.

7. BPU Approval
Administrator will present FEEPs to Board for approval as required by Board
policy and the commitment of credit.

8. On-Site Inspections

Administrator may conduct up to three site inspections, including a pre-
inspection, at 50% completion, and at 100% completion. A pre-inspection will be
scheduled within 15 days of FEEP submittal, granted sufficient data is provided.
Participant will need to provide access to site and notification upon reaching specific
percent completions as mentioned above. Measures which require an inspection at 50%
completion will be identified by Administrator upon submittal of the FEEP,

Program Deliverables

The Administrator will provide the following services under the SBC Credit Program:

1. Program design and management;
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2. Review of FEEPS;
3 Technical assistance;
4, Updates of data tracking tools; and
5. Up to three quality control inspections for each project, if reasonably
required.
iR Utility Responsibilities and Payment of SBC Credits

Under the SBC Credit Program, Eligible Entities must provide written authorization to the
Administrator for the relevant utility to release SBC billing information as required to calculate
the credit. The New Jersey electric or gas utility must disclose to the Administrator in a written
notice the amount of GER-centributionte-the-SBC collected by the utility from a participant for
the prior calendar-year and for each calendar-year specified in the request—and-a-confirmation

of-whether the-aggregated-acceunis-are-in-good standing:,

J. Quality Control Provisions

Documented policies and procedures provide proper guidelines to ensure consistency in
the processing and quality control for all program participants. All EE plans are reviewed upon
receipt to verify adherence to eligibility requirements. Applicant eligibility information is verified,
along with all technical information in support of EE measure qualification and credit cailculation.
Applicant supplied information and Administrator performed credit calculations are entered into
the database, and files are created for all documents and ongoing project correspondence. Pre
and/or post inspections will be conducted as required.

K. Program Evaluation

Ongoing evaluation services will be provided by the OCE through its external evaluation
vendor.
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