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Introduction and Executive Summary

This FY17 Compliance Filing presents the program plans, budgets, and anticipated savings of the
Residential, Local Government, and Commercial and Industrial initiatives of New Jersey’s Clean
Energy Program™ (NJCEP).! Administered through the Office of Clean Energy, NJCEP is a
signature initiative of the New Jersey Board of Public Utilities (BPU), which provides financial
incentives and support for energy efficiency technologies, distributed energy resources, and solar
renewable energy. Collectively, the FY17 programs will save nearly nine million lifetime MWh
of electricity and over 137 million lifetime therms of natural gas for New Jersey’s utility customers.

FY17 marks the first full year in which the programs will be implemented by the AEG Team,
representing a shift from the previous Market Manager implementation model to a single Program
Administrator model that will provide a unified, well-coordinated delivery team in service to New
Jersey’s energy efficiency markets.

This single-year Compliance Filing describes the AEG Team’s plans for continuing the successful
implementation of NJCEP’s current portfolio while beginning to implement improvements
reflective of the maturation of New Jersey’s energy efficiency markets. Programs will be available
to all sectors of commercial and industrial customers, from the largest industrials, to municipalities
and institutions, to mom and pop businesses. There will also be residentially focused programs
that will provide incentives and instant rebates for LED lighting and appliances, as well as
incentives and pick-up services for customers to retire old, inefficient refrigerators, freezers,
dehumidifiers, and room air conditioners. Both multifamily (MF) and single family existing homes
will continue to be eligible to receive technical assistance and incentives for comprehensive home
energy upgrades, and new homes that will be built in FY17 will be eligible for incentives for
achieving high levels of efficiency that exceed the new IECC 2015 energy code. NJCEP will also
offer a streamlined Distributed Energy Resources (DER) program to support Combined Heat and
Power (CHP) installations, as well as renewable electric storage projects. Lastly, NJCEP will
continue to implement the Solar Renewable Energy Certificate Registration Program in support of
New Jersey’s robust solar energy market.

The plans, budgets, and savings presented herein will maintain program reliability and stability for
New Jersey’s utility customers, program vendors and contractors for FY17, during which time the
AEG Team will develop a new, comprehensive strategic plan for FY 2018-FY 2021 in close
coordination with the BPU. The strategic planning process will reflect BPU priorities for NJCEP
programs, will incorporate updated New Jersey energy efficiency market data, will consider best
practices from other jurisdictions, and importantly will include significant opportunities for input
from stakeholders.

Program efforts have resulted in considerable progress in increasing the prevalence of energy
efficiency in New Jersey, yet significant new opportunities continue to develop as technologies
change and new product categories are identified. For example, NJCEP generated significant
savings for New Jersey families and businesses by raising awareness and providing financial

! This Compliance Filing only addresses the programs that are implemented by AEG. Comfort Partners is a NJCEP
program that is implemented by the utilities. NJCEP funds are also directed to other state energy programs that are
not implemented by AEG and that are not addressed in this filing.
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support for compact fluorescent (CFL) lighting products, however the efficient lighting market is
now rapidly moving away from CFLs in favor of LED products with longer working lives and
better performance attributes. To help consumers reap the benefits of these technological
improvements NJCEP will provide information to consumers on the savings available from LED
products and on how to select products that will perform satisfactorily. The program will also
provide financial support in the form of instant price reductions to make higher quality products
affordable to average families. Even with the increased awareness that past support for CFLs
provided, consumers still tend to buy products that cost the least, which in the case of retail lighting
will be more energy-intensive halogen products. NJCEP will provide information and incentives
to steer consumers toward higher-quality LEDs that will meet expectations for light quality and
longevity.

This FY17 Compliance Filing also reflects the findings of the Process Evaluation Study prepared
for The New Jersey Clean Energy Program (Process Evaluation).? The Process Evaluation
identified numerous recommendations for improvements to program implementation, many of
which are already under development in advance of FY17. Among these are:

e Update the IMS and improve tracking and reporting of energy savings goals and other
metrics;

e Ensure that evaluations are used to effect program changes;

e Design and implement an online portal for customers and contractors to submit
applications;

e Review the minimum eligibility requirements for custom C&lI projects;

e Simplify the CHP program structure, and,;

e Develop a targeted outreach and trade ally engagement plan that includes increasing
marketing expenditures to approximately seven percent of program budgets, consistent
with industry best practices;

These and other recommendations from the Process Evaluation will be addressed in FY17 and in
the comprehensive strategic planning process that will take place throughout FY17 to develop next
year’s FY18- FY21 Compliance Filing.

FY17 Budgets

In FY17 approximately eighty percent of the total NJCEP budget, or roughly $250 million, will be
invested in energy efficiency, while roughly another $63 million will be invested in Distributed
Energy Resources and $2 million will be invested in Renewable Energy. Thirty-six percent of the
energy efficiency budget will go towards residential programs and sixty-four percent will go to
C&l programs. Budget information for the FY17 programs that will be implemented by the AEG
Team can be found in Appendix F: FY17 Program Budgets.

FY17 Savings Goals

Distributed Energy Resources account for approximately twenty percent of the portfolio lifetime
electric savings. The remaining lifetime electric savings are roughly split between residential

2 energy resource and solutions (ers), Process Evaluation Study prepared for New Jersey’s Clean Energy Program,
January 2016.



energy efficiency and C&lI energy efficiency. Approximately sixty percent of the lifetime natural
gas savings result from residential energy efficiency, and the remaining forty percent are from C&l
energy efficiency. Energy savings projections for the FY17 programs that will be implemented by
the AEG Team can be found in Appendix G: FY17 Program Goals and Performance Metrics.
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Residential Energy Efficiency Programs

General Overview

New Jersey’s Clean Energy Program (NJCEP) offers a broad range of opportunities for New
Jersey’s homeowners and tenants living in single family and multifamily homes to save money by
making their homes more energy efficient. NJCEP ensures that reasonably priced efficient lighting
and appliance choices are available when new products are being purchased. The program works
with homebuilders to support the incorporation of energy efficiency into the design and
construction of new homes. In addition, the program builds market capacity and capability for
safely and effectively upgrading the efficiency of existing homes through Home Performance with
ENERGY STAR®. This Compliance Filing provides program descriptions, goals, and budgets for
the four residential energy efficiency programs that will be implemented by the AEG Team? in
Fiscal Year (FY) 2017:

Residential New Construction (New Jersey ENERGY STAR Homes) Program
Residential Gas & Electric HVAC (COOLAdvantage and WARMAdvantage) Program
Energy Efficient Products Program

Existing Homes Program (Home Performance with ENERGY STAR)

Detailed information regarding each of these programs follows.

3 Comfort Partners, the fifth NJCEP residential program, which targets low-income customers, is implemented by
Atlantic City Electric, JCP&L, New Jersey Natural Gas, Elizabethtown Gas, PSE&G and South Jersey Gas and is not
addressed in this Compliance Filing. See the document titled “FY17 Program Descriptions and Budgets for the Utility
Residential Low-Income Comfort Partners Program.”
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Residential New Construction Program

Program Purpose and Strategy Overview

The Residential New Construction (RNC) Program is designed to increase the energy efficiency
and environmental performance of residential new construction buildings (single and multifamily)
in New Jersey. The Program has the long-term objective of transforming the market to one in
which a majority of residential new construction in the state is “net zero-energy,” i.e. extremely
efficient buildings whose low energy needs can be met by renewable energy generation.

The program strategy is to establish technical standards for energy efficient new construction in
New Jersey based on national platforms including IECC 2015, EPA ENERGY STAR® Certified
New Homes Program, EPA ENERGY STAR Multifamily High- Rise Program, and the DOE Zero
Energy Ready Home Program. The program then provides technical support and incentives to
home energy raters, builders and homebuyers to enable them to build and purchase homes that
comply with these standards.

Using an account management approach, the Program recruits new and supports existing
participating raters who oversee the energy efficiency work completed by participating builders.
The Program also provides the necessary training to raters and builders to ensure they understand
the program rules/requirements and have the skill set to meet the higher-than-code program
standards and build homes that contribute to New Jersey’s energy reduction efforts. Incentives are
offered both to partially offset the construction costs associated with building higher efficiency
homes and to generate interest and enthusiasm for the program among builders and homeowners
whose attention is already fully occupied by the myriad other details associated with building and
purchasing homes.

Program Description

The RNC Program is market-based and relies on builders and raters to build to national platform
standards, which are defined by core efficiency measures, energy modeling, rater and builder
oversight and check lists to ensure quality installation. While the national programs provide
structure and guidelines, New Jersey uses the platforms to create different pathways to provide
flexibility to the New Jersey market in improving the efficiency of baseline construction practices
in the state.

In order to participate in this program and as part of the program requirements, program
participating raters must use the REMRate modeling software* to model savings and determine
the HERS index. The Residential Energy Services Network (RESNET) is a not-for-profit
organization responsible for creating the national training and certification standards for HERS
Raters and Home Energy Survey Professionals, both of which are recognized by federal

4 RESNET is undergoing software standards modifications that may affect the RNC Program in FY17. REMRate, and
other HERS modeling software modifications to comply with ANSI/RESNET Standard 301-2014 are pending. This
change will impact the HERS index of modeled homes. The REMRate software update is currently being beta tested
and under review by RESNET for certification, which is currently expected to be July 1, 2016. RESNET is also
pursuing a move to a single-source HERS Index tool— the timeframe for implementation is unknown.
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government agencies such as the U.S. Department of Energy, the U.S. Environmental Protection
Agency and the U.S. mortgage industry.

There are a number of market barriers to efficiency investments in new construction in New Jersey.
Key among these are:

1.

The housing market has shown to be recovering from the impacts of the economic
downturn and this is expected to continue to improve in FY17, however, housing starts are
still lower than during peak of the market;

Builders do not always see the value of the additional administrative procedures and
associated costs of ENERGY STAR,;

Builders and designers are not familiar with the newly adopted IECC 2015 code
requirements that they now need to exceed,;

Conflicting design criteria (i.e. builders who make design, procurement, and construction
decisions do not pay the homeowners’ operating costs associated with those decisions);
Lack of market awareness regarding the benefits of efficiency and environmental
performance on the part of consumers, builders, lenders, appraisers, realtors and others;
Limited technical skills on the part of some builders and their subcontractors to address
key elements of efficiency;

Lack of consumer marketing on the benefits of owning a Program home to drive demand,;
Limited awareness of the Zero Energy Ready Home requirements and incentives that are
available to support that market segment; and

Inability of consumers, lenders, appraisers and others to differentiate between efficient and
standard homes.

This program employs several key strategies to overcome these barriers including:

Direct financial incentives to builders of homes that meet program standards.

Multiple pathways that allows participation across efficiency levels, entice new builders to
the program, support the NJ construction market for the adoption of IECC 2015, and
promote increased efficiency and quality-assurance with higher incentives.
Coop-marketing incentives and assistance to builders to promote the energy and
environmental benefits of homes that participate in the RNC Program.

Utilization of EPA ENERGY STAR and DOE Zero Energy Ready Home website to help
promote residential energy programs.

Technical assistance to inform builders and their subcontractors on details of the program
pathways and how to comply with the rigorous performance requirements.

ENERGY STAR certification, inspections and testing through third-party rating companies
that compete in an open market for services.

The FY17 program will continue to offer multiple pathways for participation with applicable
incentives. With the adoption of IECC2015 on September 21, 2015 by the New Jersey Department
of Community Affairs and the enforcement of the new code for homes that receive permits on or
after March 21, 2016, the RNC program implemented changes to support incentives for above
code construction. These changes were approved by the Board of Public Utilities in March 2016.
The following changes have been made:

Tier 1 ENERGY Efficient home has been eliminated.
12



Tier 2, now called ENERGY STAR Home, has changed from the requirements of
ENERGY STAR Certified Homes Version 3.0 to Version 3.1.

Tier 3, now called Zero Energy Ready Homes (ZERH) and Tier 3 plus, now called Zero
Energy Home + RE (ZERH + RE), will use ENERGY STAR Certified Homes version 3.1
as a baseline instead of version 3.0 for homes permitted after March 21, 2016.

A new incentive is available for projects that also demonstrate compliance with the Energy
Rating Index (ERI) Pathway (Section R406 of the IECC 2015). This incentive will be
offered as a standalone, entry-level pathway into the program, or as an adder to the
ENERGY STAR and Zero Energy Ready Home pathways.

ENERGY STAR Multifamily High Rise will align with EPA guidance to allow multiple baseline
codes with corresponding percent above code requirements, based on permit date.

Program Enrollment Procedures and Requirements

1.

2.

Raters must utilize an online portal, which was launched in March 2016, to submit
electronic applications and all required program documents for more efficient processing.
Publicly funded projects will receive an Enrollment Letter and funds will be committed to
each project. These projects will expire according to building type:

a. Single Family projects expire in one year;

b. All other building types (Multi-Single, Low-Rise Multifamily, and Multifamily High-
Rise) will expire in two years.

All applicants must submit a valid permit and permitted set of plans with the enrollment

application. In instances where an applicant is pursuing code compliance through the RNC

Program an Acknowledgement Letter will be issued with the understanding that the

applicant must upload into the online portal the permit and permitted set of plans once the

permit is granted.

During FY16, non-publicly funded projects received an Enroliment Letter and no funds

were committed to projects submitted between September 1, 2015 and June 30, 2016. In

FY17, the Program intends to resume committing funds to non-publicly funded projects

when all the enrollment requirements are met. Projects that were enrolled during the above

mentioned period and did not receive a commitment will now be eligible to be granted a

commitment based on their initial enrollment date provided they submitted a valid permit

with the application. Below is the expiration schedule according to building type:
a. Single Family project commitments expire in one year;
b. All other building types (Multi-Single, Low-Rise Multifamily, and Multifamily
High-Rise) will expire in two years.

a. Single Family projects must complete a Pre-Drywall Inspection within 60 days of
enrollment date. Projects missing this deadline will be eligible for a one-time 60-day
extension if Program is notified of the extension request, prior to the expiration of the
original enrollment. Should these requirements not be met in the above mentioned
timeframes, the project’s commitment amount may be re-allocated for other projects.

b. Low-Rise Multifamily and Multifamily High-Rise may be granted one extension of its
enrollment or commitment for a period equivalent to its original enrollment or
commitment if it demonstrates that its Pre-Drywall Inspections have been successfully
completed by the time of its enrollment or commitment expiration date. Should these
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requirements not be met in the above mentioned timeframes, the project’s commitment
amount may be re-allocated for other projects.

Program Participation Pathways

The following participation pathways provide New Jersey’s builders and homeowners with a range
of participation options to suit builders at different levels of experience with energy efficient
construction techniques and homebuyers with varying budgets. All are based on the presumption
that the recently adopted IECC 2015 energy code sets the minimum energy performance
requirement for newly constructed homes, and as such they all result in energy performance that
is better than that required by IECC 2015.

IECC2015 ERI

Homes built using the IECC 2015 ERI performance path will result in a higher level of
performance than homes built using the prescriptive path that do not perform field testing. The
Program will offer a flat $750 incentive for any homes that demonstrate compliance with the IECC
ERI performance path. This incentive is offered as a standalone, entry level pathway into the
program or as an adder to the ENERGY STAR and Zero Energy Ready Home pathways.

ENERGY STAR Home

Builders that enroll in this pathway will satisfy the requirements for ENERGY STAR Version 3.1
utilizing the Performance Path, including full inspection checklist requirements. Homes that meet
these requirements will be ENERGY STAR certified. The incentive structure within this segment
will be performance based with higher incentives for higher performance using the HERS index
as the indicator.

Zero Energy Ready Home (ZERH)

This pathway recognizes the highest energy efficiency achievement in new homes. It is an example
of New Jersey’s national leadership in residential new construction, and has been showcased at
several energy efficiency industry conferences as an example for other programs to follow.
Program requirements include meeting or exceeding all DOE Zero Energy Ready Homes technical
standards including compliance with the ENERGY STAR Homes Program and all checklists, meet
2015 IECC insulation levels and certify to EPA’s Indoor airPLUS Program. The incentive
structure within this pathway will be performance based with higher incentives for higher
performance using the HERS index as the indicator.

Zero Energy Home +RE (ZERH+)

This pathway has all of the same requirements as the ZERH pathway with the additional
requirement that 100% the building’s modeled energy usage is met by renewable energy systems
installed at the time of completion of the home. The incentive structure within this pathway will
be performance based with higher incentives for higher performance using the HERS index as the
indicator. Incentives will be paid based upon the HERS index before the addition of renewables.

ENERGY STAR Multifamily High Rise

In FY17 the Program Manager will develop a unified approach to serving multifamily projects to
assure that all multifamily properties are eligible to receive energy efficiency services suited to
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their particular needs. In the meantime, multifamily buildings at 4 to 6 floors are eligible for
ENERGY STAR Multifamily High-Rise (MFHR Program). The incentive structure within this
program is variable based upon building performance and the baseline code used to calculate
savings.

Target Market and Eligibility

Newly constructed single family, multi-single (“townhome”), low-rise and high-rise multifamily
buildings (up to six stories) are eligible for RNC Program benefits if the home will use natural gas
and/or electricity supplied by a New Jersey public utility and if each unit has its own gas or electric
heating and/or central air conditioning system and its own domestic hot water system. The target
markets for this program are homebuilders and energy raters.

Multifamily buildings can either be considered low-rise (which participate in the first four
pathways described above) or high-rise (which participate in MFHR Program) depending on
several factors including number of stories, heating and cooling systems and square footage of
commercial space in the building. RNC Program uses the NJ Multifamily New Construction
Program Decision Tree (the “Decision Tree”, found in Appendix D: Multifamily Decision Tree)
to determine RNC Program eligibility.

The RNC Program will also enroll any existing home undergoing substantial (“gut™) renovation
or remodeling that meets the above criteria.

New homes are not eligible for participation or incentives under the Residential HVAC program
(COOLAdvantage/WARMAdvantage).

Program Technical Requirements

To qualify for the FY17 Program, a home must meet IECC2015 ERI, ENERGY STAR Home,
Zero Energy Ready Home (ZERH, Zero Energy Home + RE (ZERH+), or ENERGY STAR
Multifamily High Rise requirements.

The technical details presented below represent the majority of the program requirements. The full
technical specifications for RNC program compliance is available upon request. The ENERGY
STAR Certified Homes and Zero Energy Ready Home program requirements (e.g. checklists,
standards and modeling inputs) are periodically updated and supersede technical requirements
listed in this Compliance Filing.

Code compliance through ERI pathway requirements
For projects with valid permit dated after March 18, 2016:

1. Meetall IECC 2015 code requirements from section R406 with the following NJ targets:
Climate Zone 4 54
Climate Zone 5 55

2. RNC Program participating rater must submit a 2015 Energy Rating Index (ERI) Report
from REMRate modeling software.

15



3. Participating rater must submit verification from code official that code compliance was
achieved using the ERI path.

ENERGY STAR Certified Homes version 3.1 requirements
Meet all EPA ENERGY STAR Certified Homes version 3.1 Performance Path standards®
including:

e Meet or exceed the ENERGY STAR Certified Homes version 3.1 HERS Index Target
e Complywith all ENERGY STAR Certified Homes version 3.1 mandated requirements and
checklists

Additional RNC Program Requirements:
e Construction documents required (R103.2)

Zero Energy Ready Home Requirements

Meet or exceed all DOE Zero Energy Ready Home Performance Path technical standards®
including:

e Comply with ENERGY STAR Certified Homes Version 3.1 Program requirements and all
checklists

e Meet 2015 IECC mandatory envelope levels

e Certify to EPA’s Indoor airPLUS Program

e Hot water delivery systems shall meet efficient design requirements

Additional RNC Program Requirements:

e Maximum HERS index of 50
Zero Energy Home 100% Renewable Requirements
Meet or exceed all ZERH requirements as described above.
Additional RNC Program Requirements:

e 100% of the building’s modeled electric site energy usage be met by renewable energy
systems installed onsite at the time of completion of the home

ENERGY STAR Multifamily High-Rise Requirements
Meet or exceed EPA ENERGY STAR Multifamily High Rise (MFHR) Program standards’
including:

e Follow Performance Path which utilizes ASHRAE approved energy modeling software to
determine energy savings of a customized set of measures

5 ENERGY STAR New Homes Standards: http://www.energystar.gov

6 Zero Energy Home Standards: http://energy.gov

"Multifamily High-rise Standards: http://www.energystar.gov
16
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e Align with EPA guidance to allow multiple baseline codes with corresponding percent
above code requirements per Table 4, below.

NJCEP will require the application of a specific baseline within six months of EPA imposing such
a requirement.

Incentives
Residential New Construction program incentive tables can be found in Appendix A.

Marketing

A cooperative marketing offer for participating builders is proposed to help drive homebuyer
demand for qualifying energy efficient homes. This co-op marketing offer will supplement a
Residential New Construction component within the NJCEP overall marketing campaign in order
to further raise consumer demand. These efforts will work together with the EPA’s plans for an
aggressive national campaign to promote the new ENERGY STAR standard and will facilitate the
program’s efforts to maintain builder participation in the face of the broader economic downturn
and increased requirements.

Financial Incentives for Legacy Climate Choice Homes

Effective July 1, 2014 the Market Manager ceased to provide rating services for Climate Choice
Homes (CCH) units in anticipation of the transition of Tier 3 to the open rater marketplace. To
provide builders with these legacy ratings processes for CCH units enrolled prior to the
implementation of the new Zero Energy Ready Home (ZERH), the program will provide an
additional incentive of $1,600 for each completed legacy CCH unit. The Program team will work
with raters involved in these projects to develop a plan to completion.

Financial Incentives for Legacy Projects

Single and Multi-Single projects (Legacy Projects) enrolled prior to September 1, 2015 will have
one year from project registration date to complete the program under the prior program criteria.
Incentives will be paid according to the structure in place on the date the project was registered.
Projects will have one year from the project registration date to complete, otherwise, they will be
deactivated in the system.

MF and MFHR will now be assigned an enrollment date of July 1, 2016 with a two year (June 30,
2018) commitment before expiration, according to the expiration schedule for these building types
as described in the Program Enrollment Procedures and Requirements. These projects may also be
eligible for a one-time extension period equivalent to the length of their original commitment, but
only if they demonstrate that their Pre-Drywall Inspections have been successfully completed by
the time of their enrollment or commitment expiration date, as described in the Program
Enrollment Procedures and Requirements section, u

Continue to Support Previous Commitments

The RNC Program will continue to support previous commitments to homes that were certified
under the standards that were in effect at the time the commitment was made. The RNC Program
is unique relative to other NJCEP offerings because of the level of carryover from year to year.
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The “permit application date” triggers the new construction building code with which new homes
must comply.

Planned Program Implementation Activities for FY17
The following program implementation activities will be undertaken in FY17:

e Continue to review and issue Enrollment Letters indicating commitment amount for
projects submitted by raters.

e Continue to process incentives for completed projects meeting program requirements.

e Provide technical trainings to help raters and builders become more familiar with the newly
adopted IECC 2015 code, ENERGY STAR v3.1 requirements as well as H-QUITO, Net
Zero Homes workshops and others.

e Develop a new User Defined Reference Home (UDRH) based on IECC 2015 code. The
new UDRH will be used as the baseline to calculate savings for projects completed under
IECC2015 code. Building component values used in the new UDRH will be added to the
NJ Protocols.

e Actively engage with DOE, raters and builders to identify challenges of participating in the
Zero Energy Ready Home pathway.

e Actively engage with EPA, raters and builders to support participation in the Multifamily
High-Rise program and streamline the processes.

Quality Control Provisions

Market-based delivery of rating services and certifications requires an effective set of standards
for quality assurance. The responsibility of builder quality and ENERGY STAR Certifications
rests with Raters, Raters Providers and RESNET. It is incumbent upon the program to assure that
a robust system for identifying and communicating quality issues exists to manage the credibility
of the savings and incentives offered.

To maintain a robust rating marketplace, the Program Administrator Team will perform
inspections and conduct oversight processes on raters. Quality Assurance activities will continue
to be performed by the Program, in proportion to the track records of raters measured through
program inspections. Errors and/or inappropriate rating procedures identified by the Program
Administrator Team through QA inspections will subject rating companies to actions as defined
in the contractor remediation process.

In addition to data reviews for completeness of forms and applications, on-site inspections and
technical review of buildings and rater files will be required in proportion to the demonstrated
proficiency of the builders and raters. Inspection requirements will be adjusted based upon the
track record of the program participants. Initial inspection rates for new builders and rating
companies will be higher and will decrease as they demonstrate proficiency in proper building
techniques and the qualifying requirements of the Program.
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Residential Gas & Electric HVYAC Program
“New Jersey WARMAdvantage & COOLAdvantage”

Program Purpose and Strategy Overview

The purpose of the New Jersey Residential Gas & Electric Heating, Ventilation, and Air
Conditioning (HVAC) Program is to increase the selection and quality installation of high
efficiency residential HVAC equipment in the New Jersey market through the use of incentives,
supply chain support, and customer outreach and education. In addition, the team will work with
the HVAC supply chain to generate increased recognition of the business opportunities that exist
for New Jersey’s HVAC contractors to expand their services into the “whole-house” residential
retrofit market (see Home Performance with ENERGY STAR section). Effectively making
significant reductions in the amount of energy used in homes requires a comprehensive approach
that addresses HVAC equipment and the insulation and air leakage characteristics of the building
shell, in addition to lighting and plug loads. HVAC contractors have historically only focused their
businesses on the equipment— and opportunities exist to expand HVAC business practices to
include building shell improvements and to support partnerships between HVAC and building
shell contractors that will result in comprehensive home energy savings for New Jersey’s residents.

To build towards these more comprehensive approaches the Residential Gas & Electric HVAC
Program will work in close coordination with the Home Performance with ENERGY STAR
Program to deliver services under similar technical standards to customers who may not be ready
to undertake comprehensive improvements all at once but who may be open to a phased, step by
step approach to improving the energy efficiency of their homes.

Program Description

The WARMAdvantage and COOLAdvantage Programs incentivize customers to purchase high
efficiency HVAC equipment. The Programs are designed to make the quality installation of high
efficiency residential HVAC equipment an easy choice in the New Jersey market. HVAC
contractors are the primary vehicles for promoting the program and with the aid of the program
incentives, complete the sale, and subsequently deliver quality installations of high-efficiency
equipment.

As with other market areas, efficient HVAC options continue to evolve as technology advances.
As HVAC equipment becomes even more efficient through this evolution the program must
continue to address market barriers to achieve its goals. While the barriers listed below may seem
to stay the same, it is important to note that the efficiency of the systems is increasing:

e High upfront cost of new efficient systems compared to repair of older equipment and to
new inefficient systems;

e Consumers’ inability to differentiate, and therefore value, the difference between good and
poor quality HVAC installation, and the resultant challenge faced by contractors who are
trying to sell higher-cost quality installations;

e Consumers’ lack of information and awareness on the benefits (both energy and non-
energy) of efficient equipment and quality installations, particularly during repair,
renovation and remodeling;
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e HVAC contractor perception of low value and/or sense of difficulty about program
participation;

e HVAC contractor unwillingness to voluntarily participate in the program and fulfill
program’s requirements for successful application submission due to lack of consumer
demand, and;

e On-going training needs for HVAC contractors on key installation issues including proper
installation methodologies, proper unit sizing and utilization and health and safety issues
including proper venting of equipment.

The program employs several key strategies to address these barriers:

e Financial incentives for the purchase of gas heating and energy-efficient water heating
equipment meeting or exceeding the performance criteria of national and regional
standards such as ENERGY STAR and CEE specification tiers;

e Financial incentives for the purchase of high efficiency electric cooling and heating
equipment, products and controls;

e Financial incentives and program support for HVAC equipment installation that optimizes
operating efficiency at time of installation, including Manual J load calculations (including
use of software applications) and Manual S equipment selection for cooling equipment;

e Proposed co-operative marketing assistance to trade allies in the direct promotion of high
efficiency HVAC equipment;

e Information aimed at consumers to help them make better energy saving purchasing
decisions;

e AEG submitted a proposed Outreach Plan to Staff that is awaiting approval;

e Sales training for contractors (i.e. how to sell efficiency);

e Technical training for HVAC contractors on the proper sizing, selection and installation of
HVAC equipment and health and safety concerns regarding orphaned gas appliances;

e Promotion of HVAC technician certification in coordination with nationally recognized
technical associations to help raise the knowledge base of NJ contractors on the proper
installation of HVAC equipment; and

e Collaboration with regional and national efforts to amplify program influence with support
for market-wide initiatives (such as emerging technologies & specification revisions) that
advance the interests of the program.

New Jersey’s Clean Energy Program will continue to support efforts, where technically and
economically justifiable, to upgrade federal appliance efficiency standards. The Program also
provides, when necessary, technical support for the development of such upgrades, tracking and
monitoring developments, and review and modification of program designs to integrate changes
to the standards and codes.

Target Market and Eligibility

COOLAdvantage promotes the installation of new, energy efficient, residential electric air
conditioners and heat pumps. The program covers conventional, centrally ducted air conditioning
systems and ductless “mini-split” systems. The program also covers both air-source heat pumps,
and ground-source (geothermal) heat pumps. This comprehensive offering enables the program to
accelerate market adoption of recent technology improvements such as inverter-driven
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compressors and advanced controls that enable significantly greater heating and cooling
performance by heat pumps.

WARMAdvantage promotes energy efficient natural gas-fired furnaces, boilers, water heaters and
associated equipment for use in residential buildings. The WARMAdvantage program specifically
addresses water heating units that are not planned to be replaced when a furnace is replaced, which
can pose a combustion appliance safety issue for the customer, by offering additional incentives
for combination space and water heating equipment and to participants that change both heating
and water heating units at the same time. This is an industry-leading program design that
safeguards customers and delivers greater energy savings through the program.

In FY17, the solar domestic water heating initiative will continue to be offered to both residential
electric and gas water heating customers.

Program Requirements

As of March 1, 2016, an online portal is available for contractors to electronically submit
applications and check the status of applications in process. A webinar training recording and the
online portal are located at: www.NJCleanEnergy.com/HVACPORTAL. An online portal is also
available for customers to electronically submit applications and check the status of an application
in process at the same location. Contractors and customers are encouraged to submit electronic
applications via the portal for more efficient processing.

The Program currently requires that documentation be provided to support each incentive
application. In FY17, the Program Team proposes modifications to the technical documentation
requirements to improve alignment with other Residential Programs. These modifications include:

e Require Manual J load calculations for heating systems as well as selecting equipment in
accordance with the Air Conditioning Contractors of America Association (ACCA)
Manual S for systems installed under the WARMAdvantage Program to harmonize
installation standards with the COOLAdvantage, NJNG SaveGreen, and Residential New
Construction Programs, as well as Home Performance with ENERGY STAR.

e Collect Permit Number or a copy of the Permit Application for all HVAC Program projects.
This aligns the HVAC program requirement with the Home Performance with ENERGY
STAR program and was also a recommendation of the New Jersey chapter of ACCA in
their submitted comments regarding changes to the Home Performance with ENERGY
STAR program in FY16.

e Collect copy of the AHRI certificate rating sheet for WARMAdvantage projects. This will
align the submittal of supporting documentation with the COOLAdvantage, Residential
New Construction, and Home Performance with ENERGY STAR programs.

Offerings and Incentives

COOLAdvantage

In FY17, the Program will offer incentives for super-efficient Ce