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Pursuant to the New York State Public Service Commission’s June 23, 2008 Order Establishing
Energy Efficiency Portfolio Standard and Approved Programs in Casc 07-M-0548, Proceeding on Motion of
the Commission Regarding an Energy Efficiency Portfolio Standard, the New York State Energy Research
and Developmcent Authority (NYSERDA) submits the enclosed Program Administrator Proposal designed to
at least meet its 1dentificd target through 2011.

The program portfolio contains a combination of carefully choscn enhancements to current
NYSERDA programs with proven results for which much additional energy savings potential exists, as well
as innovative programs that accomplish the EEPS goals set forth for NYSERDA. In designing its portfolio,
NYSERDA contemplated not only near-term energy reductions, but has built a strategy to incorperate future
infrastructure needs in anticipation of the ncxt generation of equipment, systems, and industry requirements.

As discussed with DPS Staff, NYSERDA did not include individual program scrcening metrics
related to electric and natural gas rate impacts (Appendix 3, screening metrics 2, 3, 4, 8, 10, and 11), or for the
portfolio of programs (Appendix 3, sereening metrics | and 2). NYSERDA intends to provide screening
metrics related to electric and gas rate impacts in a separate supplemental filing. NYSERDA has becn
working with DPS Staff to obtain information needed to develop these analyses. NYSERDA recently
received the information from DPS Staft to conduct the electric rate impact analysis and DPS Staff has
indicated that similar information for the gas rate impact analysis will be available shortly. Accordingly,
NYSERDA will submit the electric rate impact analysis on or before October 6, 2008, and the gas rate impact

analysis in a reasonable time upon receipt of the appropriate information from DPS Staff.

If you have any questions with regard to NYSERDA's Program Administrator Proposal, please

contact me at (518) 862-1090, cxt. 3233. Thank you.

Sincerely,
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Bob Callender

Vice President for Programs
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Albany
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I. INTRODUCTION
1. BACKGROUND AND PURPOSE OF NYSERDA'’S PROGRAM ADMINISTRATOR PROPOSAL

In its June 23, 2008 Order,' the New York State Public Service Commission (Commission) established
the State’s Energy Efficiency Portfolio Standard (EEPS), That Order approved a subset of “fast track™
(Fast Track) programs to begin October 1, 2008. On August 22, 2008, NYSERDA filed a Supplemental
Revision to its SBC Operating Plan that serves as the vehicle that incorporates the NYSERDA-applicable
Fast Track programs into NYSERDA's existing SBC program portfolio. The Order also conditioned
NYSERDA'’s eligibility for additional EEPS funding on the submission of a program plan to impiement
electric energy efficiency programs designed, at a minimum, to achieve NYSERDA s identified
cumulative efficiency target through 201 1. This Program Administrator Proposal (Program Proposal)
serves to fulfill that condition.

2. PRESENTATION OF NYSERDA’S PROGRAM PROPOSAL

NYSERDA is submitting an extensive Program Portfolio that includes programs that are designed to
address electric measures, either as new programs or enhancements of existing, successful programs; or to
offer natural gas measures. either as stand-alone programs, or as natural gas components of existing or
proposed electric programs. Certain programs apply to multiple energy-using sectors. Given the breadth
of NYSERDA's proposal, it is organized into the following sections, as well as supporting appendices.

Section 2: Overview of NYSERDA's Program Proposal
Section 3: Programs for the Commercial and Industrial Sector
Section 4: Programs for the Residential Sector

Section 5: Cross Sector Programs

Section 6: Independent Program Administrator Proposals Submitted for Consideration
by NYSERDA

3. SCcoOPE OF NYSERDA'’S PROGRAM PROPOSAL

The goal of the EEPS is to reduce New York’s electricity use by 15% from expected levels by 2015,
During the first phase, reflected in the Appendix 3, Table 15 of the June 23, 2008 Order, NYSERDA was
awarded $79.8 million to implement its “fast track” programs to achieve a target of 2,348,992 MWh of
energy savings. The Order also conditioned NYSERDAs obtaining additional EEPS funding on the
submission of a proposal that would achieve, at a minimum, an additional 693,901 MWh of energy
savings by 2011. This Program Proposal includes a portfolio of programs that adopts a balanced
approach to achieving NYSERDA’s energy efficiency savings goal.” The entirety of NYSERDA's

' Case 07-M-0548, Proceeding on Motion of the Commission Regarding an Energy Etticiency Port(olio Standard,
Order Establishing Energy Efficiency Portfolio Standard and Approving Programs, (issued and effective June 23,
2008).

* As identified in the June 23, 2008 Order, NYSERDA's Proposcd Plan 1dentifies additional programs that would
provide, in the aggregate, for cumulative efficiency savings not lower than 693,901 MWh through 20112, This
energy efficiency savings is net after the deduction of NYSERDA Fast Track Programs already approved in the June
23, 2008 Order.
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Program Proposal is intended to represent a Statewide blended portfolio that addresses all energy
consuming sectors, all regions, and all types of buildings and facilities found in New York.

The program portfolio contains a combination of carefully chosen enhancements to current NYSERDA
programs with proven results for which much additional energy savings potential exists, as well as
innovative new programs that accomplish the EEPS goals sei forth for NYSERDA. In designing its
portfolio, NYSERDA contemplated not only the near-lerm energy reducticns, but has built a strategy to
incorporate future infrastructure needs in anticipation of the next generation of equipment, systems, and
industry requirements,

NYSERDA identified programs, that due to a whole-building approach, result in significant heating fuel
savings. Recognizing the need to achieve aggressive electric aggressive electric savings through the
EEPS, NYSERDA proposes that these identified programs be allocated gas efficiency funds. Some of
these programs aiready receive gas funding as a result of Public Service Commission proceedings or
agreements with gas utilities. NYSERDA seeks to continue and expand integrated electric and gas
programs Statewide through 2011. Combined with SBC or EEPS funding, gas funds will enable
programs to beiter address the need for high efficiency heating equipment, serve more customers. and
provide significant reductions in energy bills at a time when energy prices make up a greater percentage
of a household budget or a business expense. NYSERDA’s proposal identifies each proposed program in
its portfolio as seeking electric funding, gas funding or electric and gas funding.

NYSERDA continues to pursue greater leveis of regional parity in program delivery. Strategies used
include vsing local contractors, who best know their customers, to deliver services within markets, and by
adjusting incentive levels within markets to enhance customer interest and increase participation in the
programs. NYSERDA also tailors outreach, education and marketing to the region, making program
adjustments in response to changing market conditions. To further meet the chailenges in achieving
regional parity and to better serve and educate consumers, NYSERDA regularly researches ways to
increase participation by energy consumers in NYSERDA'’s programs.

4. NYSERDA'’S COLLABORATIVE EFFORTS WITH UTILITIES

NYSERDA places a premium on objective analysis, as well as collaboration, reaching out to solicit
multiple perspectives and share information. In order to successfully achieve the 15 by 15 goal,
NYSERDA firmly believes that the EEPS must be a joint effort between NYSERDA and all other
program administrators. NYSERDA continues to collaborate with utilities on many ongoing energy
efficiency efforts always striving for electricity and natural gas savings and enhanced outreach and
education of New York's energy consumers. It has been NYSERDA's experience that the response rate
for program participation has been the highest in those regions where cooperative arrangements are
underway, particularly with regard to cooperative marketing and outreach efforts.

In order for the 15 x 15 effort to succeed. NYSERDA and the utilities will need to collaborate. Since the
June 23, 2008 Order, several meetings have occurred with the utilities resulting in many meaningful
discussions on potential collaboration. At the request of the Joint Utilities, NYSERDA hosted a joint
utility conference call and meeting on August |, 2008, to discuss collaboration efforts at the State level.
This was preceded and followed by individual conversations between certain utilities and NYSERDA
regarding the type and nature of programs being considered by the parties.’ Tn response to utility energy

*In particular, NYSERDA had meetings or calls with Con Edison, National Grid, NYSEG and RG&E. and Orange
and Rockland Utilities.
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efficiency proposals through other proceedings, additional conversations have ensued through
collaborative discussions that address the relationship and relevance of the proceeding to the EEPS.
NYSERDA has had several discussions with gas utilities in particular through that process.

In some program areas, the parties were able to segment the market in a manner that avoids direct
competition for the same energy savings, while in other cases the parties identified areas of overlap that
need (o be addressed more fully. While some utilities clearly articulated that they oppose permitting
customers to receive incentives from two entities toward the same energy savings, others felt that this
would not pose a problem if the total of the incentive did not exceed the incremental cost of the measure.
In addition, NYSERDA and some of the utilities acknowledge that in buildings where NYSERDA and
the utility are providing services, there will be a need to determine how savings will be allocated between
parties; whether incentive levels require coordination; and to establish processes to ensure customers are
not receiving excessive incentives, impacting cost-effectiveness, driving up costs (o the ratepayers, and
potentially leading to double-counting of savings.

With regard to residential and low-income programs, NYSERDA has an understanding of which
programs complement or overlap programs under consideration by Con Edision. The parties have had
productive discussions on where additional coordination may be needed. NYSERDA also has a relatively
good understanding of programs being considered by National Grnid. NYSERDA is less aware of what
programs may be considered by other utilities, but stands ready to more fully discuss coordination once
program proposals are available. NYSERDA is primarily proposing Statewide programs and there may
be overlap of particular programs with some utilities, but not with others.

NYSERDA and some utilities were able to develop a truly collaborative residential power management
program that includes roles for both parties. It is unclear, due to the need to evaluate competing priorities,
how many of the utilities who considered the program will include it in their proposals, but it exemplifies
how a collaborative effort could be designed. The program is described in more detail in this proposal.

The results of NYSERDA's collaborative efforts are mixed, but have resulted in agreements-in-principle
between NYSERDA and some utilities about the type of coordination needed on particular programs.
From these discussions, NYSERDA believes that potential exists for streamlining the implementation of
programs, sharing customer information, simplifying application processes, and coordinating outreach
and marketing activities, while minimizing program overlap.

4.1. PROGRAM PORTFOLIO ELEMENTS

NYSERDA has proposed a Program Portfolio that offers energy efficiency savings opportunities for
commercial and industrial, residential, multi-family, low-income and a suite of programs that traverse
more than one energy-sector. Pursuant to the elements provided in the June 23, 2008 Order, NYSERDA’s
proposed Program Portfolio includes the following information for each proposed program.

Program Elements that encompass the Narrative Considerations referenced in Appendix 3:

®* A program description that addresses goals, strategies and mechanics of the effort;

® Plans for measurement, verification and evaluation for each program;

®  Demand reduction and system benefits, including any ancillary savings benefits, if applicable;
® How the program addresses market segment needs,

®  Coordination efforts undertaken by NYSERDA in program design and anticipated for program
implementation

®  Cobenefits readily attributable to each program




® How the program complements other efforts to enhance EEPS portfolio baiance:
The depth of savings 10 be achieved through efficient program design;
How the program will address underserved markets;

¢ NYSERDA’s overall commitment to the program;

¢ Strategies for customer outreach;

® The collaborative approach taken by NYSERDA in program design and anticipated for program
implementation;

* NYSERDA’s efforts for fuel integration within individual programs;

* NYSERDA’s plan for transparency with regard to the accessibility of program information; and

[ ]

The procurement process for those program elements not performed by NYSERDA.
Program Selection Criteria for each program as set forth in Appendix 3:
Total Resource Cost Test benefitcost ratio;

Total Resource Cost Test benefitcost ratio, with carbon externality added, assuming a carbon value of
$15 per ton (TRC plus C);

¢  MWh saved in 2015 if the program functions for as long as proposed by NYSERDA;

*  MWof coincident NYISO peak demand reduction in 20135 if the program functions for as long as
proposed by NYSERDA;

*  Peak coincidence factor of MWh saved in 2015; and

Number of participants as a percentage of the number of customers in class, as of 2015 (for select
programs).

NYSERDA did not include individual program or portfolio screening metrics related to electric and
natural gas rate impacts (Appendix 3, program screening metrics 2, 3, 4, 8, 10 and 1 1and portfolio
screening metrics 1 and 2). NYSERDA intends to provide screening metrics related 1o electric and gas
rate impacts in a separate supplemental filing. NYSERDA has been working with DPS Staff to obtain
information needed to develop these analyses. NYSERDA recently received the information from DPS
Staff to conduct the electric rate impact analysis, but the analysis is nol yet complele.

For each program, NYSERDA did not include the estimated MWh saved in 2015 assuming the program
continues to expand and extends through 2015 (Appendix 3, screening metric 5a), or the estimated MW
of coincident NYISO peak saved in 2015 assuming the program continues to expand and extends through
2015 (Appendix 3, screening metric 6a). The estimated MWh and coincident peak MW reductions are
affected by many factors. These factors include: changes to Federal appliance and equipment standards
and State Energy Code; other programs offered by utilities or independent program administrators and
their impacts on energy efficiency measure uptake and remaining potential; the ultimate rate and extent to
which market transformation occurs for any specific measures supported by NYSERDAs planned
programs; and economic conditions and energy prices. The specific quantifiable impact of these factors,
some of which are outside of NYSERDA's direct control, and how they would ultimately affect future
program extension and expansion are unclear. Therefore, NYSERDA proposes to formulate these
projections once the full slate of EEPS program offerings and administrators is known, and when more
complete information is available from program evaluation efforts on early progress and market
conditions.
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4.2. INDEPENDENT PROGRAM ADMINISTRATOR PROPOSALS

The proposed program portfolio also addresses the process used by NYSERDA to invite and evaluate
proposals for independent program administrators to submit proposals to NYSERDA for new program
ideas that could be implemented in the 2009-201] time frame. The Commission directed that all
proposals received by NYSERDA and the utilities from independent administrators be give serious
consideration for inclusion in their proposed Program Plans. In response, NYSERDA undertook the
process that is described in Section 6 of this Program Proposal, along with the results of that technical
review.



II. OVERVIEW OF NYSERDA’S PROGRAM PORTFOLIO
1. NYSERDA PROGRAM PORTFOLIO

NYSERDA'’s Program Portfolio is designed to meet the cumulative efficiency savings target of not less
than 693,901 MWh through 2011 as provided in Appendix 3, Table 10 of the June 23, 2008 Order. The
portfolio includes programs that are designed to address electric measures, either as a new program or an
enhancement of an existing, successful program; or to offer natural gas measures, either as a stand-alone
program, or as a natural gas component of an existing or proposed electric program. Certain programs

apply to multiple energy-using sectors. These aspects of NYSERDA’s proposed portfolio are shown in
Table {1-1.

The commercial and industrial portion of NYSERDA's portfolio identifies a cost-effective array of 13
programs reflecting a combination of carefully chosen enhancements to proven prograins and the
establishment of innovative programs that can resuit in an expeditious accomphshment of the energy
savings goals of the EEPS. New program designs have been incorporated to increase participation, avoid
customer confusion, and shorten the process for receiving incentives.

The restdential and low-income portion of NYSERDA’s portfolio is comprised of a portfolio of 11
programs that build on successful programs established through the SBC and new programs and options
that focus on maximizing electric savings. This portion of the portfolio identifies opportunities for
achieving gas savings through comprehensive, whole-building programs. Of the programs proposed, four
explicitly target lower income households {at or below 80 percent of the State Median Income or Area
Median Income), accounting for 51% of the requested funding.

Three programs in NY SERDA’s portfolio cut across sectors, providing reductions in electricity
consumption and demand through more efficient electric transportation systems, improving control over
energy demand through “Smart Grid” applications, and the development of a trained and competent
workforce to deliver energy savings for all program administrators, Statewide. Although energy
efficiency in residential and commercial buildings and industnial facilities will provide the bulk of the
targeted savings, NYSERDA recognizes that much more energy savings can be achieved by looking at
the infrastructure of our communities.

With the funding requested to make comrmitments through 201 1, the Program Portfolio is projected to
achieve 751,698 MWh and 8,680,750 MMBtu of savings by 20! 1, and an additional 272,748 MWh and
1,069,822 MMBtu by 2015.

Throughout the development of this portfolio, NYSERDA continued to collaborate with several of the
State’s investor-owned electric and gas utilities through joint meetings and conference calls, individual
meetings and administrative proceeding forums. These discussions further informed the development of
NYSERDA'’s proposed program portfolio and efforts to streamline program offerings, increase sharing of
customer information, and further coordination of outreach and marketing activities.

2. NYSERDA’S PROGRAM PORTFOLIQ BUDGET

NYSERDA is proposing a total additional program portfolio budget of $659 million through 2011. Of
that, $232.1 million is allocated to fund programs for the commercial and industrial sector; $305 million
is allocated to the residential and low-income sector (with $158.8 million aliocated to the market rate
sector and $146.2 million to the low-income sector) and $42.6 million to that portion of the portfolio that
addresses multiple sectors.
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Table II-1. NYSERDA Program Portfolio

FundsRequested Total Total
MWk MMBtu
Electric Gas Total Savings Savings
Commercial and Industrial
Advanced Bumers \ $6.000.000 $6.000,000 600,000
Benchmarking $14.520.000 $14.520,000 84,000
| Business Partners $9.510.000 $9,510,000 70,531
Existing Facilitics $57.552.000 $10.470.000 $68.022,000 300,000 1,050,000
Flex Tech Expansion $2.633.000 $2,633.000 658,207
$31,071,000 $31.071,000 3,452,295
Indusririal Process and Efficiency
| Institutional Block RFP 313,464,000 $31.110,000 $44,574 000 60,000 210,000
Loan Fund $10.950,000 31,194,000 $12,144,000 23124 272,562
New Construction $11.114,000 $11,114.000 1.145.742
Solar Thermal $300.000 $600,000 $900,600 120 1,260
Statewide CHP $25,608.000 $25.608,000 120,000 (810.000)
Wasle Energy Recovery $3,000,000 $3.000.000 $6,000,000 7.884 120,000
Subtotal $134,904,000 $97,192,000 $232,096.000 665.659 L6.700,0()6
Residential {(Low Income) '
Assisted Home Performance $48,719.886 548,719,886 479 443,194
| Eleciric Reduction in Master — $26,892.000 $26.892,000 51178 15,206 |
Metered Multifamily Buildings
EmPowct $27.450.000 $27.450,000 274.320
Geotherma) Heat Pump System $3,960,000 $3.960,000 18.311]
Incentives
MFPP Expansion $10.216,800 $37.303.200 $47.520,000 38.112 475,956
Solar Thermal Incentives $4.224.000 $4.224.000 7.200
- Subtotal $45,292.800 $113.473.086 $158.765,886 115,280 1.207.676
Residential (Market Rate)
Electsic Reduction in Master- $17.928.000 $17.928,000 34,118 10,138
|




Metered Multifamily Buildings

Energy Star Homes

$24.110,000

$24.110,060

1724 | 907969

Geothermal Heat Pump System $3.960.000 $3.960.000 18.311
Incentives
Green Homes 3613.800 $6.026.200 $6.820,000 800 35.290 |
Home Performance $43,155.000 $43,155.000 969 693 968
MFPP Expansion $6.811.200 $24.808.800 $31.680.000 44,238 195.465

| Power Management $3.000.000 $3,000,000 46,365
Remodel with Energy Star $11.367,000 $11.367.000 13.311 “
Solar Thermal Incentives $4.224.000 $4,224,000 7.200 |

Subtotal $47.904,000 $98.340.000 $146,244,000 167.036 1.842.830

Cross-Cutting Programs
Enhanced Electrified Rait $15,000,000 | $15.000.000 60,000
Smart Grid $11,352 000 $11.352.000 16,500
Workforce Development $8.127,500 $8.127.500 $16,255,000

| Subtotal $34.479.300 $8.127.500 $42.607.000 76,500
Program Total $262,580.300 $317,132.386 $579.712.886 1,024,475 9,750,572 ‘
Administration (7% of Votal) $20.887.069 $25.226.436 $46,113.525

| Evaluation (5% of Total) $14,919 335 $18.018.897 $32.938,232 ]
Portfolio Total $208.386,705 $360.,377,939 $658.764,643 1.024 475 9,750,572
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3. PROJECTED ENERGY EFFICIENCY SAVINGS (MWH AND MMBTU) FROM NYSERDA’S PROGRAM
PORTFOLIO

NYSERDA's program portfolio will result in both electricity (MWh) savings, as well as gas savings
(MMBtu). The anticipated electricity savings results from NYSERDA’s Program Portfolio for the years
2009 through 2015 are shown in Table 11-2.

Table II-2. Anticipated MWh Results from NYSERDA's Program Partfolio (2009-2011)

| Cumulative
2009 2010 2011 2012 2013 2014 2015 Total
Commercial Industrial
. ‘ - } 1
Benchmarking 14,000 23.240 28.000 14,000 4,760 - - $4.000
e T 3 2 R _ - -
Business Partners 23,511 235101 2351 76,533
Existing Facilities 25.000 50,000 100,000 | 100,000 | 25,000 - - 300,000
Institutional Block RFP - 24,000 36000 - - - - 60,000
Loan Fund 7.708 7,708 7,708 - - - - 24,724
|
. 2 - -
Salar Therma) - 20 40 40 20 120
- B ; ¢ 1
Statewide CHP 13,700 20,700 | 41200 | 26,300 9,100 120,000
N . _ - R . -
Waste Energy Recovery 2.628 2.628 2,628 7.884
Subtoral | 760,219 131,077 | 211,587 | 146,368 | 70,980 | 26,300 ¢, 100 663,661
|
Restdential and Low-Income
Low-Income
Assisted Home ) ‘
Performance {Gas) 145 159 175 ) ) ) ) 479
Electric Reduction in MM
- - - - 5
MF Buildings 17,055 17,059 17.059 50178
Geothermal Source Heat 6.104 6.104 6.104 i i i i 18.311
Pumps
MFPP Expansion 16,410 16,470 16,470 - - - - 49410
L




‘ Cumulative |
2009 2010 2011 2012 2013 2014 2015 Total
Solar Thermal Tncentives 2,400 2,400 2,400 - - - 7,200
Subtotal | 42178 | 42,192 | 42208 - - 126,577
Market Rate
3;“31%:};;1‘?“5“]“ MM sz | nams | uam : : 34,118 ‘
Energy Star Homes (Gas) 496 546 682 1.724 |
gjr‘:;:rma' Source Heat 6.104 | 6104 | 6104 18,311 ﬂ
Green Homes - 400 400 - - 00 4{
Home Performance (Gas) 294 322 [ 353 - - 969
MEPP Expansion 10980 | 10980 | 10980 o |f32, 940
Power Management 15.455 15455 15.455 46.365J
Remodel with Energy Star | .65 IJ 2458 | s202 | - 1 33|
Solar Thermal Incentives 2,400 | 2,400 2,400 ] ‘ 7,200
| Subioial rjo, 752 | 52037 52,94ﬂ| - - | 155738
J Residential Subtotal | 92,930 | 94,229 | 95156 - J* - 282,315
Cross Cutting Programs
Egi’]"““d Electrified ~ | 20000 | 20000 | 20000 | - J 60,000
Smart Grid - 6.500 10,000 - - - { 16,500 |
| ) J |
L‘ Subtotal - 26,506 | 30,000 | 20,000 - - 76,500 J
‘ | TOTAL | 163,149 | 251,806 | 336,743 | 166,368 | 70,980 | 26,300 | 9,100 1,024,476 \
|

The anticipated natural gas savings results from NYSERDA’s Program Portfolio for the years 2009
through 2015 are shown in Table II-3.
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Table TI-3. Anticipated MMBtu Results from Requested Funding (2009 - 2011)

Cumulative
2009 2010 2011 2012 2013 2014 2015 Total
Commercial Industrial
Advanced . !
Burners - 200.000 200,000 200,000 - - - 600,000
Existing
Facilities 90.000 175,000 350.000 350,600 85,000 - - 1.050.000
Flex Tech
Expansion 26.118 73,596 134,111 161,908 139,395 80,103 42,976 658207
(Gas)
Industrial
Process and
) - - - _
Efficiency 1.150,765 1.150,765 1,150,76; 3,452,205
(Gas)
Institutional )
Block RFP 83.000 126,000 i i i ) 210,000
|
Loan Fund 90,854 90,854 90,854 - - - - 272,562
New
Con:slructlon 103,117 137,489 263,521 207,893 252.063 91,659 - 1.145.742
(Gas)
Solar Therma] 210 42(0) 420 210 - - 1,260
Statewide a )
CHP - (92475 200475y | (278,100 | (177,525 | (61.42%) (R10.000)
Waste Energy
Recovery 40,000 40,000 40,000 : 120,000
Subtotal | 1,460,854 L],QJ’ 1,914 2,263,196 849,746 198,368 (5,763) | (18,449) 6.700.066
_.7 Residential and Low-Income

Low-Income ‘
Assisted
Home
Performance 134,111 140,986 161,097 - - - - 442,194
(Gas)
Electne
Reduction in
MM ME 5,069 5,069 5,060 - - ~ - 15.206
Buildings
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\ ’7 Cumulative
2009 2010 2011 2012 2013 2014 2015 Total
EmPower
45.720 31.440 91.440 45,72
(Gas) 0 - J - 274,320
MFPP . |
23 3 23
Expansion 96237 96.237 96237 288,711
| |
Subtotal 281,137 339732 ‘ 353843 45,720 - 1,020,431 |
|
Market Rate
Electric T I
Reduction in
1 -
MM ME 3,379 3.379 3.379 10,138 |
Buildings
Energy Star 5 3
Homes (Gas) 259,605 288.162 360,202 907,969
Green Homes - 17.645 17.645 - 35.290
]
Home
Performance 210,471 230,676 252.821 693,968
(Gas)
MFPP
Expansion 127.570 127,570 127,570 182710
Subtotal 601,025 667,432 761,617 2,030,075
Residential - - |
Subtoral 882,162 1.007 164 ],]13,46! 435,720 3,050,506
TOTAL | 2343016 | 2,959,078 3378,656 | 895,466 198.568 J (5,763) (18,449) 9,750,572
L _

| NOTE: Sums may not total due to rounding.

4. OVERARCHING EVALUATION PLAN FOR NYSERDA PROGRAM PORTFOLIO

The June 23, 2008 EEPS Order called for NYSERDA 1o file, within 60 days, a Transition Plan

identifying steps that will be taken to enhance NYSERDA's program evaluation efforts. The Order
specifically directed NYSERDA to describe planned enhancements to evaluation, measurement and
verification, including (a) creation of a uniform database allowing more comparable evaluation of
programs, and (b) increased detachment of NYSERDA from evaluation contractors, and increased
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involvement of DPS Staff in oversight of evaluation. The NYSERDA Transition Plan contains a full
discussion of these issues which are relevant to the evaluation of programs proposed in this filing.’

4.1. EVALUATION REPORTING AND BENEFIT COST ANALYSIS

Each year, NYSERDA and its evaluation contractors will prepare three quarterly reports and one annual
report covering both the SBC-funded New Yeork Energy $mart™ Program and EEPS portfolio progress
to date. NYSERDA will further consult with DPS Staff and the EEPS Evaluation Advisory Group (EAG)
to modity the existing format of the SBC Program quarterly and annual reports, as needed, in order to also
fulfill reporting needs for EEPS programs. The gquarterly and annual reports will show NYSERDA’s
tracking or allocation of committed funds, spending, and energy savings to both SBC and EEPS.

The guarterly and annual reports will include: financial status, program progress indicators, energy
savings’, peak demand reductions, customer bill savings, and progress toward poals. As available from
program-specific evaluation work, recommendations made by NYSERDA’s evaluation contractors and
NYSERDA s response wiil also be included. NYSERDA will also make available copies of all detailed
reports prepared by evaluation contractors to support the quarterly and annual reports, and will work with
DPS Staff, the EAG, and the EEPS evaluation advisor consultant, as needed, on the development of these
detailed reports.

Quarterly reports will be provided to the Commission within 60 days of the end of each calendar quarter.
The annual report will substitute for the fourth quarterly report. summarizing program and portfolio
progress throughout the calendar year. The annual report wall be submitted to the Commission within 90
days of the end of the calendar year.

Monthly status “scorecard” reports will also be provided to DPS by NYSERDA. These reports will
document key, summary level information on program funding, participants, and energy savings. While
NYSERDA will endeavor to provide the most accurate information possible in the scorecard reports, they
will not reflect the same adjustments and quality controls as the quarterly and annual evaluation reports.

Detailed reports presenting results from evaluation studies conducted by NYSERDA’s evaluation
contractors will be provided to DPS and the EAG upon completion. NYSERDA also expects to involve
DPS and the EAG in the evaluation process leading up to the delivery of these detailed reports. Final
reports will align with requirements set forth in the DPS evaluation guidelines, and will include:
methodology, key results, recommendations, summary and conclusions, and appendices with detailed
documentation.

Once per year, NYSERDA will vpdate benefit/cost ratios (at a minimum, Total Resource Cost test) for
each major program and for the entire portfolio of SBC-funded New York Energy $mart™ and EEPS
programs. NYSERDA will conduct benefit/cost analysis for its programs in a manner consistent with
other program administrators, as appropriate. NYSERDA has worked with its ¢valuation contractors over
the years to conduct benefit/cost analyses on the SBC program, and has knowledgeable staff and a tool in

i NYSERDA, NYSERDA Transition Plan for Enhancing Program Evaluation, Prepared for the New York Siate
Public Service Commission, Case 07-M-0548 Procceding on Motion of the Commission Regarding an Energy
Efficiency Portfolio Standard, lled August 22, 2008,

* NYSERDA will report cumulative annual energy savings for each program and the portfolio of programs.
Cumulative annual savings will be adjusted to reflect the results of measurement and verification and attribution
(nct-to-gross) evaluation studies conducted in compliance with the evaluation protocols developed by the DPS Staff.
For programs receiving both EEPS and SBC funding, energy savings will be allocated to each funding source.
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place to accomplish benefit/cost analyses for all of 1ts SBC and EEPS programs. NYSERDA is prepared
to make adjustments to its current practice should DPS Staff or the EAG decide that alternative methods,
tools, or inputs are superior or would foster greater consistency among program administrators.

4.2, EVALUATION PLANS

Background Information

This filing includes preliminary, specific evaluation plans for each of NYSERDA's proposed programs or
program components. Each specific evaluation plan was developed based on NYSERDA’s current plans
for design and administration of the programs.

These evaluation plans have been prepared using best efforts and allow NYSERDA and its independent
evaiuation contractors flexibility to adapt the approaches that best suit the program as implemented, the
final evaluation protocols, and the ultimate available funding, after accounting for overarching studies and
other higher-level evaluation costs, NYSERDA’s estimated evaluation budget for each program will
include a modest set-aside for developing a full evaluation plan with DPS Staff and EEPS EAG
involvement. NYSERDA will endeavor to comport with evaluation guidelines and protocols set forth by
DPS Staff. NYSERDA will also reference the guidelines put forth by the American Evaluation
Association for conducting ethical evalnations.®

Budget Considerations

With regard to the evaluation of the proposed programs, NYSERDA arrived at approximate budgets for
those efforts based on a consideration of: each program’s expected spending and energy savings; possible
program participation levels; expected distribution of savings across the population of participants; nature
of each program’s design and intervention strategies; and, where applicable, prior evaluation methods.
results, level of rigor/reliability attained, and remaining uncertainty. Based these considerations,
allocations for program-specific evaluation effarts are not necessarily equal to 5% across the proposed
programs and program elements. Furthermore, given the current uncertainty about overarching needs for
evaluation funding, and without a full picture of future program offerings, the program-specific
evaluation plans contained herein are intended to serve as illustrative examples at this early stage in the
process. To the extent that the proposed programs represent expansions of current programs, those
programs will be evaluated in total (i.e.. all funding sources). Therefore, the preliminary, program-
specific evaluation plans and budgets for some programs will likely be expanded to address all funding
sources in the same manner described, and through a single comprehensive evaluation effort. Program
impacts will then be allocated to each funding source.

Staft/Consultant Resources and Ethical/Operational Considerations

In order to provide timely evaluation of the EEPS programs, and to provide for cost-effective integration
of the enhanced SBC evaluation with the EEPS program evaluations, NYSERDA plans to utilize its
current group of evaluation contractors to the extent possible. Current evaluation contracts will be
modified, as necessary, to allow for the conduct of this additional work. Should other evaluation
contractor support be necessary to provide for the enhanced leve!l of evaluation, NYSERDA will use its
competitive procurement process to obtain these resources. However, selection of new contractors may
alter the ultimate timing of evaluations proposed herein.

® American Evaluation Assaciation {AEA), Guiding Principles for Evaluators, www .vval.ore. See source for a full
explanation of these guiding principles.
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NYSERDA's current evaluation contractors are organized into three specialty evaluation teams covering:
impact evaluation,” process evaluation, and market characterization and assessment. All of the major
program-specific evaluation activities covered by the DPS evaluation guidelines are represented by these
teams. NYSERDA also currently has a survey data collection contractor that serves the large-scale data
collection needs of each of the three specialty evaluation contractor teams. Each of NYSERDA"s
evaluation contractor teams was competitively selected using NYSERDAs rigorous solicitation process.

Management of evaluation contractors, and overall management of the evaluation effort, will be
conducted by NYSERDA’s Energy Analysis group. The Energy Analysis group has no program
admministration ar implementation functions, and is organizationally separate from NYSERDA’s other
groups that perform these functions. NYSERDA and its evaluation contractors follow the American
Evaluation Association’s Guiding Principles for Evaluators. These principles call for: systematic
inquiry, competence, integrity, honesty, respect for people, and responsibility for general and public
welfare.

5. INDEPENDENT PROGRAM ADMINISTRATOR PROPOSALS CONSIDERED BY NYSERDA

Section 6 of this Proposal provides information on the independent program administer proposals
received by NYSERDA and the process for their evaluation. NYSERDA issued a Program Opportunity
Notice (PON) to provide a vehicle for independent program administrators to submit proposals and for
NYSERDA to evaluate any such proposals. The PON was a competitive solicitation that sought
proposals for innovative programs that would not duplicate programs currenily being offered by
NYSERDA, or the utilities, or assigned to NYSERDA or utilities in the June 23, 2008 Order. The
selection criteria stated in the PON were adopted from the June 23, 2008 Order as contained in Appendix
3.

In response to the PON, twelve proposals were submitted to NYSERDA and reviewed by a Technical
Evaluation Panel (TEP). The TEP recommendations were submitted to NYSERDA's Management
Review Process and two propasals, from EnerNoc, Inc. and EnSave, Inc., were found to merit further
investigation and are attached as Appendices B and C to this Proposal. NYSERDA has notified all
proposers as to their status of inclusion in or omission from this filing. No funding has been included in
this Program Proposal to accommodate the two proposals found to merit further investigation.

" NYSERDA's current impact evaluation team is responsible for measurement and verification, net-to-gross
analysis, research and development impact evaluation, and assisting with benefit/cost analysis.
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II. COMMERCIAL AND INDUSTRIAL PROGRAMS

This section of NYSERDA’s Program Administrator Proposal Filing identifies a cost-effective portfolio
of commercial and industrial (C/1) programs that, based on NYSERDA’s longstanding experience, could
reasonably result in meeting a significant portion of NYSERDA’s mandated MWh reduction goals. The
C/I portfolio comprises a combination of carefully chosen enhancements to proven programs and the
establishment of innovative programs that can result in an expeditious accomplishment of the energy
savings goals of the Energy Efficiency Portfolio Standard. New program designs have been incorporated
to increase participation, avoid customer confusion, and shorten the process for receiving incentives.

As stated in the June 23, 2008 EEPS Order, the expansion and enhancement of existing, proven programs
is the most reasonable and expeditious way to accomplish the goal of accelerating savings, particularly in
light of the substantial period of ime that NYSERDA programs have been rigorously and transparently
evaluated. The extensive evaluation of NYSERDAs C/I programs provides solid metrics with which to
reasonably project the effectiveness and results of NYSERDA’s proposed C/1 portfolio.

Twelve programs propose a combination of electric-only, gas-only, and a combination electric & gas
savings. Five programs are requesting electric and gas funding (Existing Facilities, Loan Fund, Biock
Bidding for Commercial/Institutional Programs, Solar Themal for Commercial and Industrial
Applications., and Waste Energy Recovery Systems). Three additional programs are requesting electric-
only funding (CHP, Benchmarking and Operations Efficiency Program, and Business Partners). Finally,
four request gas-funding only programs (Flexible Technical Assistance, Industral Process, New
Construction, and Advanced Burners). Additional funding for gas measures is requested to provide
comprehensive, fuel-neutral programs.

The programs provide a multifaceted approach to energy reductions, by targeting vendors, end-use
customers, contractors, design professionals, and the financial community. The focus is primarily on
achieving energy savings from the more complex, large building and facility projects, using a whole-
building approach. Incentive structures for end-users, along with efforts that encourage mid-stream
energy product and service providers to sell and install etficient systems are designed to build on
NYSERDA’s success in transforming markets for efficiency in New York State, New efforts to deploy
solar thermal systems, waste energy recovery systems, and advanced burners will determine the viability
of these technologies and the contribuiion their installation can make to energy use reduction goals.

The programs were developed in collaboration with a variety of stakeholders and, addition to contributing
to the State’s EEPS goals, also support the public policy objectives as outlined in the Governor’s
Renewable Energy Task Force Report, and PlaNYC.
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1. STATEWIDE COMBINED HEAT AND POWER PERFORMANCE PRCGRAM (ELECTRIC}
1.1. DESCRIPTION OF PROGRAM

Performance-based installations of combined heat and power (CHP) systems are proposed as eligible
measures in the portfolio of programs administered by NYSERDA to meet the 2015 goals identified in
the Order. CHP systems can provide substantial impacts by increasing energy efficiency and relieving
stresses on transmission and distribution {T&D) systems. Benefits are achieved by focusing on
environmentall y clean, energy efficient, cost-effective, and commercially available CHP systems that are
properly sized for each specific application. To help achieve these goals, NYSERDA recently expanded
statewide the existing CHP Performance Program piloted only in the Con Edison service territory.
NYSERDA also increased the incentives for Con Edison customers.

Previously, NYSERDA built upon its successful joint distributed generation (DG) and CHP
demenstration program to offer incentives on a first-come, first-served performance basis for CHP
systems that provide summer on-peak-demand reduction. This program was a key part of the portfolio of
programs that NYSERDA issued to meet the goals for the Con Edison System Wide Program (SWP),

Since program inception in 2006, NYSERDA has offered incentives to 10 CHP projects representing 27
MWs of summer peak-demand reduction and almost 204,000 MWh in energy savings in the Con Edison
service territory.

The Statewide Combined Heat and Power Performance Program (Statewide CHP Program) will continue
to focus on clean, efficient, cost-effective, commercially available systems that provide the maximuin
ratepayer benefit. The program requires systems to achieve 60 percent fuel conversion efficiency on an
annual basis with considerable incentive reductions for non-performance.

Unlike other energy efficiency measures, CHP projects are large complex projects with long lead times
that provide reliably persistent savings. The viability of CHP projects is affected by numerous external
variables including the difference between electric and gas prices (“spark spread™), siting and space
constraints, adequate fuel supplies, and interconnection issues. The anticipated savings from this program
are dependent on the interaction of these variables. However, electric savings can be quite significant
over the long term. Table 111-2 shows anticipated installed MWh for the CHP Program.




Table III-1 is the anticipated expenditures for the CHP Program. Since this program makes multiple
payments based upon actual performance, program expenditures are expected to continue beyond 2015.

1.2. DEMAND REDUCTION AND SYSTEM BENEFITS

CHP sysiems can help alleviate stress on the T&D system and defer upgrades, especially in load pockets
where capacity is strained. The CHP Program will focus on incentives for systems that operate during
peak load periods, Systems must opcrate more than 60 percent of the time from May 1 to October 31
from 12 PM to 6 PM. The CHP Program anticipates 27 MW of demand reduction and 120,000 MWh of
savings by 2015.
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Table III-1. Electric Reductions for the Statewide Combined Heat and Power Performance Program —
Total Program Expenditures (Projected and net of administration and evaluation) 2009-2015

|
aomal EEPS | 2009 2010 | 2011 2012 | 2013 | 2014 | 2015
Spending T T S0.58M | $1.88M | $3.72M | $5.97M | 56.17M | $4.45M
Outreach/|  $0.34M | $0.51M | $0.51M | $0.17TM $0 $0 $0
Marketing
L ]
aousl EEPS | 2016 2017 | Total
Spending oM $0.50M | $25.60M
|
Outreach / 50 S0 $1.54M
Marketing
| !

Table I1I-2. Electric Reductions for the Statewide Combined Heat and Power Performance Program —
Installed MWh Impacts (Projected) 2009-2015

! 2009 | 2010 | 2011 | 2012 | 2013 | 2014 2015
Annual Savings Installed in the Current 0 013700 | 29700 | 41,200 | 26,300 9,100 |
Year
Annual Savings Installed in Prior Years nfa 0 0 13,700 | 43,400 | 84,600 | 110,900 |
Cumulative Annual Savings 0 0| 13,700 | 43,400 | 84,600 | 110,900, 120,000

NYSERDA has developed initial evaluation plans with the intention of providing the necessary rigor and
reliability for metrics used by the NYISO and transmission and distribution system planners. NYSERDA
will continue to work with DPS Staff and the EEPS Evaluation Advisory Group to devise final evaluation
plans that meet established protocols and produce results that can be used as inputs for system planning

and forecasting.

1.3, EVALUATION

General Evaluation Approach

Evaluation Goals

The primary goal of the Statewide CHP Program evaluation is to assess the energy and demand savings
attributable to program activities. The secondary goal of the evaluation is to foster an understanding of
the market to help tailor the program to the needs of the audience and assist in creating an efficient

program delivery mechanism.

Brief Overview of the Evaluation Approach

The evaluation approach presented in this section was designed based on NYSERDA’s current plans for
the design and administration of the Statewide CHP Program, and in the absence of complete knowledge
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about final evaluation protocols, and potential funding set-asides and plans for overarching evaluation
projects that would serve the needs of all EEPS program administrators. Thus, these plans have been
prepared in order to afford NYSERDA and its independent contractors flexibility to adapt the evaluation
approaches that best suit the program as implemented once a greater understanding 1s in place regarding
final evaluation protocols and funding.

To the extent that NYSERDAs original and ongoing SBC-funded Distributed Generation/Combined
Heat and Power Program can be evaluated using the same approaches and time lines outlined in this
section. NYSERDA will supplement this plan to include additional resources from the enhanced SBC3
evaluation funding. NYSERDA's estimated evaluation budget for this program includes a set-aside for
developing a full evaluation plan, an effort that will involve DPS Staff and the EEPS Evaluation Advisory
Group.

This evaluation plan for the Statewide CHP Program emphasizes impact evaluation, including
measurement and veritication and net-to-gross analysis. The evaluation plan also includes more modest
process evaluation and market studies.

Evaluation Budget

NYSERDA expects evaluation budget for the Statewide CHP Program to be approximately equal to 5%
of the program funding level, less funds set aside for statewide studies and other overarching costs borne
by program administrators. The majority of the Statewide CHP Program evaluation budget will be
allocated to impact evaluation (approximately 60%). Process evaluation is expected Lo require
approximately 25% of the program’s evaluation budget, and market evaluation is expected to receive the
remaining funds (15%).

Evaluation Schedule

Evaluation studies included as part of the Statewide CHP Program evaluation plan are shown in the table
below along with the time frame for their anticipated completion. The evaluation plan is expected to
include multiple measurement and verification, net-to-gross, and process evaluation studies. One market
evaluation is planned for completion in 2009.

Table 111-3. Statewide CHP Performance Program Evaluation Schedule

| Expected Completion
Evaluation Element I
2009 2010 2011 2012 2013 2014
Impact - M&V X X
Impact - Net-to-Gross FR-MR SO. FR-MR S0
Process Evaluation X X
Market Evaluation X

FR = Freendership MR = Targeted market research for NTG analysis SO = Spillover

Impact Evaluation

Measurement and Verification

The Statewide CHP Performance Program design links incentive payment to performance. and
monitoring will be done through an existing web-based ceniral database. This data collected as part of the
program design is expected to provide a solid basis for a thorough, balanced measurement and
verification of the electricity generated and net thermal benefits experienced by each facility. The initial
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step will be to review and assess the quality and comprehensiveness of the metered data. 1f the data sets
are complete, there may be little value gained in spending limited evaluation funds to perform additional
metering as the Web site will also record any downtime. M&V work may be largely focused on
verification of the baseling assumptions for each project, If needed, strategies will be developed for
addressing gaps in the data, including additional metering and on site data collection. In addition, it is
possible that additional information from the participants may be needed to interpret the metering data.
For example, interviews with participants may shed light on the reasons for a lengthy shut down of the
equipment. For projects with complete data, M&V work will focus on the baseline assumptions for each
project. Given the long development times for CHP systems, M&V will likely be scheduled for the years
2012 and 2014, but is subject to change to match the pace of installations.

During the more detailed evaluation planning process NYSERDA will assess the benefits versus costs of
undertaking a persistence impact evaluation for this program. The Statewide CHP Program requires the
site to meet overall system efficiency standards for two (2) years to get the full incentive. There is no
evaluation experience as to the level of persistence after this period.

Net-to-Gross

NYSERDA intends to explore participant and non-participant spillover and participant free ridership
using an enhanced self-report survey process with multiple decision-makers including building owners,
chief financial officers. vendors, technical assistance providers, etc. involved in adopting combined heat
and power systems. Sample sizes will be calculated an kWh generated to target 90% confidence and 10%
sampling precision at the program level. If budget permits, 90/10 confidence could be achieved at the
uttlity level. Participant population sizes, however, may likely afford census attempts whereby the
greatest consideration is in maximizing survey participation and reducing potential respondent bias. The
surveys will include alternative inquiries to test and provide construct validity for the NTG estimates.
Given the long-term nature of CHP Projects. attribution analysis will be conducted beginning in 2010 for
free ridership and will include an analysis of spillover in 2011. 1f budget permits, this work could be
updated in 2014 or at the conclusion of accrual of program benefits. This effort may also leverage a
current NYSERDA evaluation that is assessing replications from demonstration projects funded by the
Research and Development programs.

Process Evaluation

Process evaluation activities will focus on the participation and decision making process in the Statewide
CHP Performance program. The process evaluation is expected to include both participants and non-
participants. The program implementation team will track individuals who request information about the
program services. Those who do not know of nor participate in the program will form the non-participant
population. Areas of inquiry expected for the process evaluation work include:

¢ Attrition analysis focusing on the reasons for non-participation and drop out at different stages
* DBarners to participation

*  Value of services provided to business (non-energy and monetary)

® Overall customer satisfaction with the program services and equipment instalied

* Examination of customer decision making, including roles of individuals involved and factors
influencing the decision

The process evaluation work is expected to generate actionable recommendations for possible
improvements to the program. Given the anticipated small number of program participants, a census
survey could be attempted. It is expected that a process evaluation will be conducted at two points in
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lime: first, approximately a year after the program start date so as to provide early feedback regarding the
program processes and participation rates; and second, in approximately the third year to further explore
reasons for attrition.

Because the process cvaluation will be in the {1eld a year before the impact evaluation starts, the process
evaluation contractor will be responsible for conducting an “evaluability assessment™ and data review for
the program. This exercise will help ensure that data that will ultimately be needed for impact evaluation
are being collected and stored appropriately. The evaluability assessment will be undertaken as part of
the first process evaluation activity. Recommendations for data collection, validation and organization
will be included as part of the first process evaluation report, and feedback to NYSERDA will be
transmitted as findings and recommendations are available.

Market Evaluation

Considerable untapped potential exists for CHP in New York State. Given that merely a fraction of that
potential has been met to date, market characterization and assessment work will be structured to explore
the factors hindering greater market uptake of CHP systems. Primary data collection with key market
actor groups will be used to explore market awareness and knowledge of CHP opportunities, perceived
market barmers such as first cost, fear of new technology. and lack of expertise, among others; and
primary decision making criteria and motivations for installation including reduced operating costs,
ability to attract buyers/tenants, mitigaling climate change, etc. Secondary data sources will be mined to
characterize the market eligible to participate in the program along several dimensions including the size
and influence of key market actor groups and the relationships and dynamics among those groups. This
work should be completed in the first year of program implementation in the event that training and
development of the market delivery infrastructure is warranted.

Evaluation Plan Variations

Given the level of uncertainty regarding fina) evalvation protocols, statewide studies to be conducted by
all program administrators, and funding levels needed to support overarching evaluation studies and
activities, the cvaluation plan presented in this section should be viewed as scalable and flexible.
Specifically, if the total evaluation budget for this program needs to be reduced, the Market or Process
work would be curtailed in scope and possibly frequency. Conversely, if more of NYSERDA’s total
evaluation funding could be allocated to this program, the additional funds could be used for more site-
specific data collection as part of the impact evaluation and larger sample sizes, e.g.. by utility service
territory.

1.4. MARKET SEGMENT NEED
Based on a 2002 study, considerable potential exists for CHP systems in New York State®. The study
identified approximately 8,500 MW of technical CHP potential in the State and identified sites with both

a high load factor and high thermal utilization as good candidates for cost-effective CHP, Potential sites
addressed in the study included commercial, industrial, and institutional facilities.

i Encrgy Nexus Group Onsite Energy Cotporation and Pace Energy Project. Combined Hear and Power Market
Porential for New York State, NYSERDA Report 02-12, October 2002.
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1.5. COORDINATION

NYSERDA has met numerous times with representatives of New York utilities to discuss ditferent
approaches to meeting MWh goals. Currently, NYSERDA is the only program administrator offering a
pertormance-based, standard offer Statewide CHP Program. Based on these meetings and on a review of
program offerings in other states, NYSERDA does not anticipate any utility to propose a CHP
performance program in their 90-day filings.

If an independent program administrator or utility were selected by the Commission to offer a CHP
program, NYSERDA will continue its tradition of collaboration, work to minimize customer confusion,
and seek to ensure that clean, efficient CHP systems are installed.

NYSERDA has worked closely with utilities such as National Grid and Con Edison 1o host customer
meetings to discuss the capabilities and limitations of CHP. NYSERDA will continue this effort.

1.6. Co-BENEFITS

[n addition to providing significant energy savings, CHP systems can provide power during grid outages
and increase on-site electric reliability.

1.7. PORTFOLIO BALANCE

CHP will contribute to portfolio diversification and provide substantial savings over a long time frame.
CHP systems are complex projects with lengthy project development, engineering, and instailation times
when compared to other energy efficiency projects. To help balance the longer lead times, CHP is
included in a portfolio of programs that offer energy etficiency measures with relatively short installation
time frames, e.g., lighting and variable speed drives.

1.8. DEPTH OF SAVINGS

NYSERDA recommends that customers explore possible energy efficiency improvements to optimize
their load profiles before they install CHP systems. Such optimization may reduce the first cost of CHP
systems by decreasing the size of systems and ensuring that systems are correctly sized.

1.9. UNDERSERVED MARKETS

Until 2006, NYSERDA provided incentives only for CHP demonstration projects. These projects
focused primarily on innovative CHP systems and not on using CHP for acquisition of energy efficiency
savings. Based upon participation rates for the demonstration program and input from various
stakeholder groups, the need became apparent for a standard offer program for CHP. As a result, the
CHP Performance Program was created to address this need. To date, this program has been well
received by the market and continues 10 grow.

1.10. COMMITMENT
NYSERDA has developed the intemal infrastructure necessary to operate the CHP performance program.
Expansion statewide is a natural progression of the program. The challenge lies in expanding

NYSERDA's network of engineering firms and CHP developers and continually improving the skills of
engineering firms and CHP developers who now work with NYSERDA.
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1.11. CUSTOMER QUTREACH

NYSERDA will expand its current integrated outreach approach to increase the number of
commercial/industrial customers that participate in its programs. Outreach will largely be accomplished
through the Energy Smart Focus initiatives that target various sectors of the commercial/industrial market
with railored messages, one-on-one interactions, and other strategies that encourage efficiency practices.
Based on experience to date, an additional investment in the Energy Smart Focus initiatives is expected 1o
result in a direct increase in both the quantity and quality of projects entering core incentive programs.

However, due to its site specific nature, CHP 1s not a fit for every customer or every sector. Unlike other
energy efficiency measures, CHP may not be feasible or cost-effective for most facilities. CHP systems
are specific applications that require targeted customer outreach. NYSERDA will target sectors providing
the best opportunities for successful utilization of CHP systems such as industrial customers and
institutional customers such a health care facilities.

NYSERDA will also work with architects and engineering firms and professional organizations to
promote the benefits and discuss the challenges of installing CHP systems. Mechanisms will include
seminars, case studies, and training.

1.12. COLLABORATIVE APPROACH

Implementation of CHP systems was identified during the planning of the Con Edison Statewide Program
as a prime method for reducing energy use and providing demand reductions. The Collaborative Group
and the CHP Working Group consisted of interested stakeholders, developers, NYSERDA staff,
representatives of the Public Service Commission, and Con Edison staff. The groups determined that
CHP systems provide ratepayer and system benefits and CHP was included as a component of the
Statewide Program order. Also consulted in this review were developers, utility representatives, members
of A&E firms, and end users and their representatives. These relationships are continually maintained
and representatives of these groups are consulted when modifications to the program are contemplated.

1.13. FUEL INTEGRATION

The nature of CHP systems requires fuel integration because a CHP system is only efficient if an
adequate heat load is coincident with electrical production. Proper sizing and configuration of CHP
systems help ensure efficient use of gas and electric generation.

1.14. TRANSPARENCY

NYSERDA has a Data-Integrator Web site used for posting the performance of existing systems in the
CHP Performance Program and will continue to post the performance of each new system. Posted
information includes fuel conversion efficiencies, runtimes, and generator output. Program results will be
made available by NYSERDA on its Web site. NYSERDA is also working with DPS Staff toward
development of a uniform tracking system to increase transparency of program results.

1.15. PROCUREMENT

NYSERDA administers the CHP Performance Program and customers participate on a first-come, first-
served basis.
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1.16. APPENDIX 3 EFFICIENCY PROGRAM SELECTION CRITERIA

This section provides screening metrics for the Statewide Combined Heat and Power Program (Statewide
CHP) required per Appendix 3 of the Commission’s June 23, 2008 EEPS Order. As discussed earlier,
NYSERDA intends to provide screening metrics related to electric and gas rate impacts (Screening
Metrics 2, 3, 4, 8, 10, 11, and for the suite of programs Screening Metrics 1 and 2) in a separate
supplemental filing. Also, for reasons described earlier, estimated MWh and coincident peak MW
reductions in 2015 if the program continues to expand and extends through 2015 (Screening Metrics 5a

and 6a) are not included.

Total Resource Cost Test Benefit/Cost Ratio (Screening Metric 1)

Table LII-4 shows the resource savings and average measure life used as inputs for the benefit/cost
analysis. Table IH-3shows the present value of the costs and benefits used in the analysis. Table I1I-7
shows the Program Administrator Cost (PAC) and Total Resource Cost (TRC) results. Appendix A
provides additional information on benefit/cost definitions and inputs.

Table I1I-4. Statewide CHP Performance Program Cumulative Annual Savings

Average Life
of Cumulative %
Program Flectric/Gas | Cumulative AunualFuel | Downstate
Years Measures Annual Cumulative Savings {Con
(Years) GWh/Year MW (MMBtu) Edison)
Electrc 2009-2011 20 120 27 -810,000 8%
Funding Gnly

Table 11I-5. Statewide CHP Performance Program: Program and Participant Costs ($2008)

Present Value of

Program Present Value of Program
Administrator Cost and Participant Costs Present Value of Resource
{$millions) ($millions) Benefits ($millions)
Electric Funding Only $26.6 $80.5 $63.0*
*$00.02 per kWh ol operations and maintenance costs were subtracted from benefits.
Table II1-6. Statewide CHP Performance Program Benefit-Cost Ratios
Program Administrator ‘
Cost ‘Total Resource Cost (TRC)
(PAC) Test Test ‘
Electric Funding Only 24 0.8 ‘

Total Resource Cost Test Benefit-Cost Ratio with Carbon Externality (Screening Metric 8)

Table 111-7 shows the PAC and TRC test results when the esttrmated benefits of carbon reduction are
included. Carbon was valued at $15 per ton, as directed by DPS in the Order, resulting in a total present
value of carbon benefits of $3.3 million.

Table III-7. Statewide CHP Performance Program Benefit-Cost Ratios with Carbon
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Program Administrator Cost j
(PAC) Test Total Resource Cost (TRC) Test
Electric Funding OnlyJ 2.5 0.8

MWh Saved in 2015 (Screening Metric 5b)

Assuming the program tunctions only for as long as proposed, the Program is expected to achieve
120,000 MWh (cumulative annual) in 2015,

MW of Coincident NYISO Peak Saved in 2015 (Screening Metric 6b)

Assuming the program functions only for as long as proposed, the Program is expected to achieve 27 MW
(cumulative) of coincident peak reduction in 2015.°

Peak Coincidence Factor of MWh Saved in 2015 (Screening Metric 7)

The peak coincidence factor is a measure of the extent to which the MWh savings is concentrated at the
time of system peak. The peak coincidence factor for the program is 0.51."°

Number of Participants as a Percentage of the Number of Customers in the Class (Screening Metric 9)

The Statewide CHP Program is intended to reach 30 customers in total,

9 NYSERDA defines coincident on-peak period as being between 12:00 noon to 6:00 PM on summer non-holiday weekdays.

10

Peak coincidence factor = annual MWh saved/(MW saved on peak)i(8,760 hours). For this equation, annual MWh saved is the

cumulative annual savings expected in 2015 if the program is offcred only as long as proposed, i.¢.. Screening Metric 5b.
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2. BENCHMARKING AND OPERATIONS EFFICIENCY PROGRAM (ELECTRIC)
2.1. PROGRAM DESCRIPTION

The Benchmarking and Operations Efficiency Program (Program) will encourage customers to
benchmark their facilities’ energy performance, implement low- and no-cost operational improvements,
and participate in NYSERDA’s incentive programs for capital intensive efficiency measures. The
benchmark compares a facility’s energy use with other similar facilities, on both a local and national
level, and serves as a baseline of energy performance from which improvements in energy efficiency can
be measured and tracked over time. The output from building energy performance rating systems, such as
Portfolio Manger (available through the U.S. Environmental Protection Agency), provides a whole-
building performance assessment, taking into account actual energy consumption, hours of operation,
space use, number of occupants, and other unique factors. This information helps determine where the
major energy efficiency opportunities lie, which often entails low- and no-cost operational improvements
that can be implemented quickly to provide immediate energy savings.

National associations and severa) state agencies now encourage benchmarking as the first step toward
energy performance improvements. The Governor’s Renewable Energy Task Force Report and PlaNYC
recommend initiatives 1o require commercial buildings to periodically benchmark their energy use.
Additional infrastructure, tools and support are needed to realize the energy efficiency potential of such
initiatives. This includes assistance to acquire and load data into benchmarking systems, verify quality
data and outputs, and help customers interpret the results and take action.

NYSERDA has begun to provide these types of services through its sector-based Energy Smart Focus
program under the New York Energy $mart>™ program. Based on the resuits of these efforts,
NYSERDA is proposing to use EEPS funds for a major expansion of activities related to energy
benchmarking, with particular focus on methods that encourage and support operations and maintenance
measures. Under the Program, NYSERDA will develop the critical tools and resources needed to support
benchmarking. This includes a web-based portal that links to national benchmarking systems such as the
U.S. EPA Portfolio Manager, and a growing database of energy use information from peer buildings in
the region and State. The Program will provide assistance to help building owners collect and load data
into the appropnate benchmarking system, and provide the necessary quality control. Energy
Management “SWAT” Teams will then be available to customers to identify and implement energy
savings opportunities from operations and maintenance improvements. Analysis will also point out where
major system upgrades are warranted or may require further technical examination. On-going
benchmarking will be encouraged so that building owners and managers can periodically assess the
overall impact of the implemented measures on their facility’s energy use and their utility bills.

The Program will integrate closely with the Workforce Development Program to expand the number of
trained professionals with the skills needed to benchmark and implement best-practices energy
management. The Program will also integrate with general program marketing sirategies to achieve
participation goals in NYSERDA’s portfolio of programs. Efforts will address the significam efficiency
opportunities for existing buildings across the state, with particular focus in New York City to work in
concert with the recommendations of PlaNYC. Marketing and deployment of services will align with
NYSERDA’s priority sectors particularly those where benchmarking has proven to motivate action
(commercial real estate, K-12 schools, hospitality, healthcare, and colleges). Estimated annual savings are
28,000 MWh, 140,000 MMBtus, and an increased participation rate in other NYSERDA programs.

2.2, DEMAND REDUCTION AND SYSTEM BENEFITS

The Program presents the first opportunity in the nation to provide detailed monitoring, verification, and
evaluation (MY&E) at a 90/10 confidence level for a comprehensive benchmarking, operarions,
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maintenance, and energy management program. To a limited extent, MV&E of these related services has
already begun with the use of energy performance rating tools, and evaluation surveys conducted to date.
Early indicators show that at least a 10% energy improvement within a five (5) year period can be
attributed to benchmarking and operational improvements distinct from more expensive capital projects.
Experience with these activities has developed to the point where implementing the MV&E efforts called
for by carrent PSC Orders 1s appropriate. Energy reduction indicators from some of the Energy Smart
Focus program efforts to date include: 22% energy use reduction per square foot in schools over a four
year period; 30 to 50% of savings are achieved without additional assistance from core incentive
programs; and 10% to 20% energy use reductions can he achieved in the first three years.

Table 111-8. Electric Reduction from the Operations and Benchmarking Program - Total Program
Expenditures (Projected) 2009-2015

2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | Total

Annuval EEPS Spending

$5.5M | $4.5M | $4.5M $0 $0 S0 $0 | $14.50M

| 1]
Projected Outreach/Marketing costs: $0.275M in 2009; $0.225M in 2010; $0.225M in 2011.

Table 11I-9. Eleetric Reduction from the Operations and Benchmarking Program - Installed MWh Impacts
(Projected) 2009-2015

\ 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015

Annual Savings Installed in the Carrent | 14,000 | 23,240 | 28,000 | 14,000 | 4,760 0 0
Year J J

Annual Savings Installed in Prior Years nfa | 14,000 | 37,240 | 65,240 | 79,240 | 84,000 84,000J

L Cumulative Annual Savings 14,00(1 37.240 65,240J| 79,240 F:Looo 84,000 84,0004\

Table 111-10. Natural Gas Reduction from the Operations and Benchmarking Program — Total Program
Expenditures (Projected) 2009-2015

Annual EEPS Spending T2009 ] 2010 \72011 2012 | 2013 | 2014 | 2015 | Total

J $0J $0( $OJ $0 50J $0J $0 ﬂaoJ
Note: Benchmarking and O&M achieves both electric and fossil fuel simultaneously for no additional
funding.
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Table III-11. Natural Gas Reduction from the Operations and Benchmarking Program - Installed MMBtu
Impacts (Projected) 2009-2015

2009 2010 2011 2012 2013 2014 | 2015

Annual Savings Installed in the | 70,000 | 116,200 | 140,000 | 70,000 | 23,800 0 0
Current Year

Annual Savings Installed in Prior 70,000 | 186,200 | 326,200 | 396,200 | 420,000 | 420,000
Years

Cumulative Annnal Savings | 70,000 | 186,200 | 326,200 | 396,200 | 420,000 | 420,000 420,000 |

NYSERDA has developed initial evaluation plans with the intention of providing the necessary rigor and
reliability for metrics used by the NYISO and transmission and distribution system planners. NYSERDA
will continue to work with DPS Staff and the EEPS Evaluation Advisory Group to devise final evaluation
plans that meet established protocols and produce results that can be used as inputs for system planning
and forecasting.

2.3. PROGRAM EVALUATION PLAN

General Evaluation Approach

Evaluation Goals

The primary goal of the Program evaluation is to assess the energy and demand savings attributable to
program activities. Secondary goals are understanding the market to tailor the program to the needs of the
audience and fostering creation of an efficient delivery mechanism.

Brief Overview of the Evaluation Approach

The evaluation approach presented 1n this section was designed based on NYSERDA's current plans for
the design and administration of the Program, in the absence of complete knowledge about potential
funding set-asides for overarching evaluation projects that would serve the needs of all EEPS program
administrators. As such, these plans have been prepared in order to allow NYSERDA and its independent
contractors flexibility to adapt the evaluation approaches that best suit the program as implemented, once
a greater understanding is in place regarding final evaluation protocois and funding. NYSERDA’s
estimated evaluation budget for this program includes a set-aside for developing a full evaluation plan, an
effort that will involve DPS Staff and the EEPS Evaluation Advisory Group.

Evaluation Budget

NYSERDA expects that the evaluation budget for the Program to be approximately equal to 5% of the
program funding level, less funds set aside for statewide studies and other overarching costs borne by
program administrators. Approximately 60% of the program evaluation budget wiil be allocated to
impact evaluation and the remainder will be approximately equally split between process and market
evaluation efforts.



Evaluation Schedule

Evaluation studies included as part of the Program evaluation plan are shown in the table below along
with the time frame for their anticipated completion. Initially, in 2009, process and market evaluation
efforts will inform program start up. Then, in 201 1, the major impact evaluation will be undertaken and
process evaluation will be revisited.

Tabte I11-12. Evaluation Schedule for Benchmarking and Operations Program

Evaluation Element Expected Completion |‘
2009 2010 2011 2012 |
Impact - M&V X |
Impact - Net-to-Gross X J—|
Process Evaluvation X X
Market Evaluation X
|

Impact Evaluation

Measurement and Verification

The Program will track numbers of participants that enter into core NYSERDA and utility incentive
programs. The program includes components for which indirect estimates of energy savings will be made
as well as components for which direct estimates will be made. The specific approaches for each
component are discussed below.

®* Benchmarking: This program component will likely use both indirect and direct energy savings
estimation approaches. With its independent evaluation contractors, NYSERDA will develop
protocols to quantify the savings that result from benchmarking. The entire program and the
benchmarking component, in particular, is expected to function as a significant feeder effort to other
NYSERDA and utility programs and also encourage independent adoption of energy efficiency
measures by customers. This affects the impact evaluations for the interrelated programs. The
savings impacts and the decision making (net-to-gross) evaluations may be planned alongside one
another in order to capture savings from each related program and any leveraging or overlap that
occurs. The primary evaluation focus will be on electricity savings; however, the evaluation will also
include impacts on heating fuels, water, and other non-energy benefits such as avoided/reduced
operations and maintenance costs. The evaluation may also involve reviewing, early in the program
roll out, the assumptions and algorithms built into the tools and software provided by the program.

Energy Manager SWAT team: This program component will generate recommendations for energy
improvements that the customer can implement on their own or with NYSERDA assistance, so
savings will likely be estimated using a direct verification method. NYSERDA will perform site
visits and net-to-gross surveys with those that implement recommendations without NYSERDA
incentives. The approach will follow the mode] of past evaluations of FlexTech/Technical Assistance
and assess the rate of adoption and the accuracy of savings estimates. First, participants will be
surveyed on whether any recommended measures or actions were implemented. The survey will be
30
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stratified by utility service territory and then the magnitude of potential (recommended) electricity
savings within that stratum, targeting sampling to achieve 90/10 confidence/precision by utility
service territory. Second, potential projects will be chosen for site visits based upon the results of the
telephone surveys. A census of large energy saving sites and a sample (targeting 90/10
confidence/precision levels) of remaining sites in each utility stratum will be selected for verification
site visits. The smallest energy savers may be eliminated for site visits, but may be included in a
telephone verification survey. Savings will be estimated, using simple engineering models at a
minimum,' based on reported baseline conditions (or code assumptions) and as-built conditions.
Results will be weighted by utility and for the program as a whole. To allow adequate time for
recommendations to be implemented, expenence has shown that a minimum of one-year following
post energy audit is required. Given this, NYSERDA plans to conduct the impact evaluation in 201 1.
Participants that receive incentives through other implementation programs may be evaluated through
those programs,

® Tools/Resources and Market Research: Impact from these program components can only be assessed
using indirect means. The evaluation will likely consist of self-report measurement using surveys to
assess any actions taken as a result of receiving the tools. The surveys will only include actions for
which energy savings can be estimated. NYSERDA recognizes that overlap with other EEPS
programs is an issue that will need to be considered in evaluating energy savings from this program
component.

Net-to-Gross

Following up on the Measurement and Venfication work, participants who adopted measure
recommendations will be surveyed for the amount of energy savings attributable to NYSERDA’s efforts.
NYSERDA will perform enhanced self-report surveys with customers, contractors and vendors to assess
free ndership and spillover. A representative sample, targeting 90% confidence and 10% precision at the
statewide Jevel and the results applied to the savings for the entire program. Free ridership guantifies
savings from those panticipants that would have installed the energy efficiency measure without an
incentive, yet received an incentive. Spillover accounts for customer savings that occurred due to their
interaction with NYSERDA or market actor allies, yet in the absence of an incentive. Spillover savings
will be estimated relative to the savings experienced on participating projects. Attribution studies will be
conducted concurrently with the Measurement and Verification in 2011.

Process Evaluation

Process evaluation activities will focus on the participation and decision making process in each of the
program elements. Participant samples will be drawn from the program tracking system. The
implementation team will also track end users who are contacted or who request information about the
program services. Those who do not participate in the program will form the non-participant population.
Areas of inquiry expected for the process evaluation work include:

® Aurition analysis focusing on the reasons for non-participation and drop-out at different stages
® Barriers to participation

®  Barriers to full-scale implementation

" More sophisticated methods may be selccted for the largest savings® sites and the method selected will depend
upon an assessment of the most reliable, and cost-efficient method for the application being examined. For
example, a large industrial process measure might best be measured through IPMVP Option B and calibraied DOE-2
modeling {(IPMVP Option D) might be most appropriate for a comprehensive large office building appiication.
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® Value of services provided to business (non-energy and monetary)
®  Overall customer satisfaction with the program services
®

Examination of customer decision making, including roles of individuals involved and factors
influencing the decision

The process evaluation work will generate actionable recommendations for improvements to the program.

It is expected that process evalvation will be conducted at two points in time: first, approximately a year
after the program start date so as to provide early feedback regarding the program processes and

participation rates; and second, in approximately the third year to further expand on and explore reasons
for attrtion.

Because the process evaluation will be in the field a year before the impact evaluation starts, the process
evaluation contractor will be responsible for conducting an “evaluability assessment” and data review for
the program. This exercise will help ensure that data that will ultimately be needed for impact evaluation
are being collected and stored appropriately. The evaluability assessment will be undertaken as part of
the first process evaluation activity. Recommendations for data collection, validation and organization
will be included as part of the first process evaluation report and feedback to NYSERDA will be
transmitted as findings and recommendations are available.

Market Evaluation

An important part of any program evaluation is a thorough understanding of the market environment in
which the program is operating. As part of that effori. a program theory and logic model will be
developed in the first year of implementation to clarify connections between NYSERDA, customers,
contractors and vendors. The program theory and logic model will provide the following information
relevant to the Program:

* A high level summary of the market context within which the program operates as well as the other
energy efficiency programs it works with to accomplish the overarching EEPS goals

® Key program-specific elements, including the ultimate goals of the program, market barriers, targeted
market actors, program activities, inputs, anticipated outputs/outcomes, and potential external
influences

* Key programmatic outputs and outcomes. including identification of relevant measurement indicators
and potential data collection approaches

L]

Potential researchable issues for consideration within evaluation planning

The program theory and logic model will guide NYSERDA’s program-specific evaluation activities and
assist in the development of a comprehensive research agenda geared toward overcoming any existing
gaps in program staff’s knowledge of current market conditions and opportunities. The final prioritized
lists of measurement indicators and researchable issues will be translated into discrete research tasks that
generate findings that can be clearly related back to the outputs and outcomes anticipated by the program
theory and logic model. Measurement of these program-specific indicators and researchable issues,
which will likely include metrics related to market awareness and interest in benchmarking activities as
well as the size and influence of key market actor groups and the relationships and dynarmics among those
groups, will enable baseline values to be established to support subsequent longitudinal analyses. Other
possible areas of research could include market awareness and interest in benchmarking.
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Evaluation Plan Variations

Given the level of uncertainty regarding final evaluation protocols, statewide studies to be conducted by
all program administrators, and funding levels needed to support overarching evaluation studies and
activities, the evaluation plan presented in this section should be viewed as scalable and flexible.
Specifically, if the total evalvation budget for this program needs to be reduced, impact evaluation would
no longer be able to meet 90710 at the individual utility level, and process evaluation would likely
eliminate the non-participant sample and other potential participant groups in an attempt to focus on only
the most relevant samples for achieving the highest priority goals of the evaluation. Conversely, if more
of NYSERDA'’s total evaluation funding could be allocated to this program, the additional funds would
allow for more site-specific data collection as part of the impact evaluation.

2.4, MARKET SEGMENT NEED

Existing buildings consume a significant percent of all energy consumed in New Y ork State, and are
responstble for more than 79% of all emissions in New York City. Benchmarking and operations and
maintenance improvements can easily deliver 10 - 15% energy use reduction within existing buildings.
This program approach focuses on fast-payback measures related to inefficient lighting, heating, cooling,
air distribution, pumps, fan systems, and building envelope. These measures can be addressed by building
maintenance staff through consistent preventative maintenance practices and well-documented building
operating practices. These types of measures are typically overlooked by energy providers wha tend to
target larger retrofit projects that require design/build services or larger capital investment.

2.5. COORDINATION

The Program is designed to support early adopters and customers ready to commit to continual energy
efficiency improvements. Based on experience in Energy Smart Focus programs, customers regularly
seek individualized assistance to direct them to appropriate financial, technical, and informational
resources. The Program will: improve the cost-effectiveness of efficiency projects, improve use of the
most cost-effective measures in core incentive program projects, increase program participation, and
achieve significant savings without the need for direct financial assistance. Preliminary findings indicate
that 30-60% of Program participants will likely enroll in a core incentive program within 12 months, and
anecdotal evidence suggests that many customers will implement higher quality, more cost-effective
projects than non-Program participants. NYSERDA staff conduct and will continue to seek out
collaborative discussions with representatives of New York’s investor-owned utilities 10 improve
coordination of program delivery, maximize resource acquisitions, and minimize costs to rate payers.

2.6. CO-BENEFITS

The Program offers three important co-benefits. The program offers a low-cost way to directly support
energy policy initiatives being developed in New York City and by the Governor’s Renewable Energy
Task Force, and it provides improved budget prediction capabilities and energy master planning for large
energy users and other facilities that are constrained by fixed budgets and are sensitive to price
fluctuations. In addition, the program will serve the needs of many customers who need to augment their
internal staff with experienced and well trained experts to implement comprehensive, cost-effective, Jong-
lerm energy programs.

2.7. PORTFOLIO BALANCE

The Program is an important part of the overall portfolio of services for the commercial/industrial sector,
as it addresses the low- and no-cost efficiency opportunities. The Program also directly supports other
EEPS programs by increasing program participation, providing a “feeder” mechanism to technical
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assistance programs, improving the cost-effectiveness and quality of projects seeking direct financial
assistance, and encouraging the use of the best available technologies. The Program can easily be adapted
to the needs of 1ts customers and key market stakeholders, especially New York City.

2.8. DEPTH OF SAVINGS

Based on experiences with previous customers, Program staff will advise clients how to implement the
most cost-effective energy improvement projects and undertake appropriate measures to meet their
operational needs. Because interactions with customers are ongoing, Program customers can routinely
provide timely feedback on project performance that can immediately benefit other customers.

2.9. UNDERSERVED MARKETS

Customers in the industry and institutional sectors have identified the services they most require as
technical assistance and initial support for defining and framing projects to help prioritize energy
efficiency investments. The commercial sector, particularly in metropolitan New York, has been
tradittonally underserved due to the split incentives between owner and tenants, an issue that can be
addressed through lease-based analysis and other resources proposed under this initiative. The Program
responds directly 1o the specific needs of customers who have begun to make commitments to improved
energy performance as directed by the Public Service Commission.

2.10. COMMITMENT

Because the Program 1s building on Energy Smart Focus programs operated by NYSERDA, program
services can be delivered immediately. In many cases, contractors have been competitively selected and
have developed or are developing key relationships necessary to deliver services. Basic customer surveys
and needs assessments have also taken place and services and tools are being developed.

2.11. CUSTOMER OUTREACH

The Program will support outreach and program participation as customers establish comprehensive
energy policies that permit them to enjoy continuous improvement. Key groups, such as the New York
City Mayor’s Office, associations, and other key stakeholder groups. will be incorporated as partners in
program planning and deployment efforts. In essence. the Program is built around these relationships and
takes advantage of the partners’ communication systems. Specific strategies that NYSERDA will employ
are built around the following three methods of cutreach and support:

Most participation with clients will be a direct result of targeted one-on-one and small group
interactions through Energy Smart Focus programs. Past experience indicates that broadbased
marketing i1s much Iess effective than one-on-one technical interactions.

Staff will actively participate in conferences, planning groups, ¢.g., the New York City Mayor’s
Office of Long Term Planning and Sustainability, trade association meetings, and through regularly
convened market stakeholder group meetings to obtain feedback and assistance in designing and
modifying program elements.

Limited broadbased marketing, such as advertising and public service messages, will be used to raise
general awareness of programs and energy issues.

2.12, COLLABORATIVE APPROACH

NYSERDA will continue to work with organizations, particularly those representing the key sectors to
assure that program design and delivery meets the needs of their constituencies. For this effort,
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collaborators include: the New York City Mayor’s Office of Long Term Planning and Sustainability;
New York City Economic Development Corporation; Superintendents of Buildings and Grounds
Association; the Real Estate Board of New York, and the Manufacturers Association of Central New
York; Multiple Intervenors; the New York State Education Department; the New York Power Authority;
and New York investor-owned utilities. Representatives of these groups are regularly consulted with
respect to desirable services and to provide input on program design. Representatives of most sectors and
key stakeholders are asked to participate in formal Technical Review Groups to address ongoing
management and program issues at NYSERDA.

NYSERDA staff conduct and will continue to seek out collaborative discussions with representatives of
New York’s investor-owned utilities to improve coordination of program delivery, maximize resource
acquisitions, and minimize costs to rate payers.

2.13. FUEL INTEGRATION

While the Program focuses on cost-effective electric kWh savings, program efforts also include
recommendations and information on the ways to conserve other fuels and water. Providing consistent
advice and services across issue areas encourage customers to have repeated interactions with single
points of contact for all energy issues that may affect their facilities. The single point of entry is one of
the most valuable services provided to customers, and increases savings from fossil fuels, water,
operations and maintenance, and other sustainability related benefits.

2.14. TRANSPARENCY

Data collected to date is largely sector specific, anecdotal, or geographically based. Once the Program is
funded, the following data will be obtained and compiled: detailed lists of customer contacts, the nature
of the contacts, changes in energy performance, overlap with core incentive programs, and measures
implemented outside of core incentive programs. Improved recommendations for specific equipment
efftciency projects and project designs will also be gathered as part of this effort. Program results will be
made available by NYSERDA on its Web site. NYSERDA is also working with DPS Staff toward
development of a uniform tracking system to increase transparency of program results.

2.15, PROCUREMENT

The Program services will be provided throngh Energy Smart Focus contractors who are competitively
selected, and through Program partners to develop and deploy new tools and resources. Customers may
be provided with limited incentives and non-financial rewards to motivate participation.

2.16. APPENDIX 3 EFFICIENCY PROGRAM SELECTION CRITERIA

This section provides screening metrics for the Benchmarking and Operations Efficiency Program
required per Appendix 3 of the Commission’s June 23, 2008 EEPS Order. As discussed earlier,
NYSERDA intends to provide screening metrics related to electric and gas rate impacts (Screening
Metrics 2, 3, 4, 8, 10, 11, and for the suite of programs Screening Metrics 1 and 2) in a separate
supplemental filing. Also, for reasons described earlier, estimated MWh and coincident peak MW
reductions in 2015 if the program continues to expand and extends through 2015 (Screening Metrics Sa
and 6a) are not included.

Total Resource Cost Test Benefit/Cost Ratio (Screening Metric 1)

Table ! shows the resource savings and average measure life used as inputs for the benefit/cost analysis.
Table 2 shows the present value of the costs and benefits used in the analysis. Table 3 shows the Program
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Administrator Cost (PAC) and Total Resource Cost (TRC) results. Appendix A provides additional
information on benefit/cost definitions and inputs.

Table 11I-13. Benchmarking and Operations Efficiency Program Cumulative Annual Savings

Average Life Cumulative %
Program of Cumulative .
Years . Cumulative Annual Fuel Downstate
Electric/Gas Annual .
MW Savings (Con
Measures GWh/Year (MMBtu) Edison)
(Years) u
Electric 2009-2011 5 84.0 7.1 420.000 46%
Funding Only

Table I11-14. Benchmarking and Operations Efficiency Program: Program and Participant Costs ($2008)

Present Value of Present Value of Resource
Program Present Va!u.e of Program Benefits ($millions)
. . and Participant Costs
Administrator Cost ($millions)
($millions)
Electric Funding Only $16.4 $24.0 $70.4
Table 11I-15. Benchmarking and Operations Efficiency Program Benefit-Cost Ratios
’ Program ;(\:t‘.l)sntnmstrator Total Resource Cost (TRC)
‘ (PAC) Test Test
Eleciric Funding Only 4.3 2.9

Total Resource Cost Test Benefit-Cost Ratio with Carbon Externality (Screening Metric 8)

Table 4 shows the PAC and TRC test results when the estimated benefits of carbon reduction are
included. Carbon was valued at $15 per ton, as directed by DPS in the Order, resulting in a total present
value of carbon benefits of $3.4 million.

Table II1-16. Benchmarking and Operations Efficiency Program Benefit-Cost Ratios with Carbon

Program Administrator Cost

(PAC) Test

Total Resource Cost (TRC) Test

Electrc Funding Only

4.5

31

MWh Saved in 2015 (Screening Metric Sb)

Assuming the program functions only for as long as proposed, the Program is expected to achieve 84,000
MWh (cumulative annual) in 20135,
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MW of Coincident NYISO Peak Saved in 2015 (Screening Metric 6b)

Assuming the program functions only for as long as proposed, the Program is expected to achieve 7.1
MW (cumulative) of coincident peak reduction in 2015."

Peak Coincidence Factor of MWh Saved in 2015 (Screening Metric 7)

The peak coincidence tactor is a measure of the extent to which the MWh savings is concentrated at the
time of system peak. The peak coincidence factor for the program is 1.35."

Number of Participants as a Percentage of Customers in the Class (Screening Metric 9)

Table 5 shows the number of expected program participants as a percentage of the number of customers
in the class. The number of expected program participants represents NYSERDA’s best estimate of
participation for the current tunding request through 2011.

Table 5. Benchmarking aud Operations Efficiency Program Participants as a Percentage of Customers in
Class

. . Participants as g
Customer Class Number of Cu.!itomers in Number of Ant.lc_lpated Percentage of Number
Class Program Participants .
of Customers in Class
Commercial — Electricity 1,002,856 500 <{0.1%
Commercial — Natural Gas 358,504 500 <0.1%

! Sources: DPS Five Year Index Book of Files and DPS Electricity and Natural Gas Resail Access Migration Reports. Electricity figures do not
include LIPA, municipal electric vtility. rural electric cooperative, or NYPA cvstomers. Gas figures do not inelude Keyspan/Long Island
customers. Retail Access Migration Reports do not separae eommercial and industrial customers and label all-such customers as “non-
residential”. Commercial and industrial eustomers estimated by NYSERDA.

' NYSERDA defines coincident on-peak period as being between 12:00 noon to 6:00 PM on summer non-holiday weekdays.

'3 Peak coincidence factor = annual MWh saved/(MW saved on peak)(8,760 hours). For this cquation. annual MWh saved is the
cumulative annual savings expected in 2015 if the program is offered only as long as proposed, i.e.. Screening Metrie 5b,
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3. NEW YORK ENERGY $MART M BUSINESS PARTNERS (ELECTRIC)

NYSERDA continues to work with over 1,100 building and systems contractors, distributors, vendors,
designers. energy service providers. und energy companies to increase the availability, promotion, and
sale of energy-efficient products and services for the commercial and industral sector. Mid-stream market
development programs were consolidated as part of the SBC 111 Plan and a new Business Partners
initiative was launched that conveys the theme that these businesses are vital to the growth of the energy
efficiency industry, and important to the economy of the State. The Small Commercial Lighting, Motors,
and Commercial HVAC Programs (components of Business Partners) have built strong ally networks and
have encouraged mid-market allies to use customer-incentives and other sales tools for closing deals.
Partners use strategics that coincide with their own business models to influence markets towards
efficiency. Program evaluations have proven the success of the Business Partners Program including
significant market share increases for energy efficient products; changes in a business’ core practices;
wholesale improvements to operation and mainienance practices, and quality installations.

3.1. PROGRAM DESCRIPTION

NYSERDA will build upon the success of the Business Partners model and expand its efforts to recruit
new participants and target technologies and practices that have the highest energy savings potential.
Partners will gain access to special training, tools, and performance incentives. NYSERDA will work
with the Business Partners to help them differentiate their business in a highly competitive marketplace,
while assuring that appropriate quality contro] mechanisms are in place. The Program will include
strategies to help Business Partners market their efficient technologies and services to the end-user to
encourage program participation

Heating, Ventilation and Air Conditioning (HVAC) - The HVAC Program will promote the efficient
operation of existing unitary air conditioning units, and facilitate the specification, purchase, and
installation of high efficiency HVAC equipment for commercial buildings. The Program will expand the
qualified service delivery network of HYAC contractors in the commercial sector. Participating
contractors (business partners) will be eligible for incentives to diagnose the energy efficiency of small
commercial unitary HVAC units, and where applicable complete HVAC Test and Tune services,
economizer repairs, and enhanced control strategies for units currently in service. The Program will also
incorporate an outreach component targeting new construction. A 2006 survey to HYAC distributors
indicated that over one third of packaged commercial HYAC units sold are for new installations, thus,
there is a significant opportunity to increase the sales of high efficiency equipment by focusing on this
market. These services will dove-tail with other NYSERDA and utility incentive programs, to promote
the purchase and installation of high-efficiency equipment for new construction, and the replacement and
early retirement of HVAC units within existing facilities. Equipment installations will be installed using
industry accepted guality installation procedures.

Effective, Energy-Efficient Lighting - The Comimercial Lighting Program will focus on market
development program offerings and incentive structures to support the training of hghtmg practitioners on
the benefits and attributes of effective, energy-efficient lighting — The Right nght . Lighting Business
Partners will also be trained to use advanced lighting technologies for greater energy and demand savings,
and to design projects that achieve energy savings beyond what the 2007 Energy Conservation
Construction Code of New York State requires. Special training for Lighting Business Partners will
provide information on comparative lighting technologies and how to design with them. Trainings will
be customized to the appropriate types of lighting practitioners for greater impact. Following the new
Lighting Business Partners design under SBCIIL recruitment of Lighting Business Partners will be
expanded to include energy services companies (ESCOs) and interior designers. An increase in architects
and engineers is expected as the eligible space size is increased from 25,000 square feet to address
opportunities in the New York City market. The success of the parent program — the Small Commercial
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Lighting Program (SCLP) under SBC - was largely due to the use of account managers working with
Lighting Business Partners directly. The Program will add account managers to the New York City and
Western New York regions to recruit Lighting Business Partners and provide training and support. The
Program will expand end-user marketing efforts started under SCLP. The goal is to educate end-users on
the benefits of an effective, energy-efficient lighting design and lead them to the Lighting Business
Partners trained under the Program. The Program will further engage end-users by participating in
regional events such as energy fairs. association-sponsored meetings (such as BOMA, Chambers of
Commerce, etc.), trade shows, and seminars.

Energy-Efficient Motors and Drives - The Motors Program will focus on strategies and incentive
structures to procure kWh savings through energy efficiency. The Motors program is currently designed
to promote energy ¢fficiency through the purchase and use of NEMA Premium® Efficient motors. The
Program reaches out to both motor purchasers and vendors and educates them on the advantages of using
NEMA Premium® motors. This is achieved by holding training workshops, vendor education, and
customer site visits. Participating vendors have the tools to explain to customers what the advantages are
to purchasing and installing NEMA Premium® motors. There are currently approximately 70 active and
engaged vendors involved in the program. Motor Program expansion will involve midstream incentives
to enrolled Business Partners on the sale of qualified, NEMA Premiu m® horizontal and vertical shaft
three-phase motors and qualified variable speed drives (VSD). Incentives will be directly tied to the
existing motor inventories and will be targeted at early replacement, normal replacement, and new
construction.  Vendor incentives will allow NYSERDA to see a documented correlation between motor
inventories and the purchase of motors based on those inventories. The new program will build off
current goals for the Business Partners Program and will allow for an increased emphasis on markets
within NYS that offer the most energy savings potential. New program components will serve to prime
the motor market in anticipation of new motor regulations which take effect in late 2011, Attention will
be given to working with vendors and distributors to stock motors meeting the new regulations.

3.2. DEMAND REDUCTION AND SYSTEM BENEFITS
Staff anticipate achieving approximately 70,533 MWH savings through 2011.

Table IM1-17. Electric Reduction from the Business Partners Program — Total Program Expenditures
(Projected and net of administration and evaluation) 2009-2015

| 2009 2010 2011 | 2012 | 2013 | 2014 | 2015 | Total
Annual EEPS Spending

$3.17M | $3.17M | $3.17M $0 $0 $0 $0 | $9.51M

Projected Outreach/Marketing costs: $0.16M in 2009; $0.16M in year 2010; $0.16M in 2011.
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Table IT1-18. Table 3-16; Electric Reduction from the Business Partners Program - Installed MWh Lmpacts
(Projected) 2009-2015

2009 2010 | 2011 2012 2013 2014 2015

Annval Savings Installed inthe | 23,511 | 23,511 23,511 0 0 0 0
Current Year

Annual Savings Installed in 0 0 0 0 0 0 0
Prior Years

Cumulative Annual Savings | 23511 | 47,022 | 70,533 | 70,533 | 70,533 | 70,533 70,533

NYSERDA has developed initial evaluation plans with the intention of providing the necessary rigor and
reliability for metrics used by the NYISQO and transmission and distribution system planners. NYSERDA
will continue to work with DPS Staff and the EEPS Evaluation Advisory Group to devise final evaluation
plans that meet established protocols and produce results that can be used as inputs for system planning
and forecasting.,

3.3, GENERAL EVALUATION APPROACH
Evaluation Goals

The primary goal of the Business Partners Program evaluation is (o assess the energy and demand savings
attributable to program activities. The secondary goal will be to conduct process evaluation to improve
the program.

Brief Overview of the Evaluation Approach

The evaluation approach presented in this section was designed based on NYSERDA’s current plans for
the design and administration of the Business Partners Program, and in the absence of complete
knowledge about final evaluation protocols, and potential funding set-asides and plans for overarching
evaluation projects that would serve the needs of all EEPS program administrators. Thus, these plans
have been prepared in order to afford NYSERDA and its independent contractors flexibility to adapt the
evaluation approaches that best suit the program as implemented once a greater understanding is in place
regarding final evaluation protocols and funding.

To the extent that NYSERDAs original and ongoing SBC-funded Business Partners Program can be
evaluated using the same approaches and time lines outlined in this section, NYSERDA will supplement
this plan to include additional resources from the enhanced SBC3 evaluation funding. NYSERDA's
estimated evaluation budget for this program includes a set-aside for developing a full evaluation plan, an
effort that will involve DPS Staff and the EEPS Evaluation Advisory Group.

Evaloation Budget

NYSERDA expects the evaluation budget for the Business Partners Program to be slightly greater than
5% of program funding, less funds set aside for statewide studies and other overarching costs borne by
program administrators. These funds will likely be allocated primartly to impact evaluation (80%) with a
modest budget for process evaluation (20%).
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Evaluation Schedule

Evaluation studies expected to be part of the Business Partners Program evaluation plan are shown in the
table below along with the time frame for their anticipated completion. Each year the program is
operational, measurement and verification and net-1o-gross will be assessed. Process evaluation will
occur near the end of the first year in order to identify areas for improvement and help maximize program
efficiency and effectiveness.

Table IT1-19. Business Partners Program Evaluation Schedule

Evaluation Element Expected Completion

2009 2010 2011
Impact - M&V X (if pre-post design possible) X X
Impact - Net-to-Gross FR-MR FR-MR,SO | SO-MR |
Process Evaluation X |

FR = Freeridership study MR = Targeted market research for net-to-gross analysis (if possible within the
evaluation budget) SO = Spillover examination

Impact Evaluation

Measurement and Verification

The Business Partners Program wili track numbers of contractors and customers participating, and
services rendered. The program includes componrents for which direct estimates of energy savings will be
made. The specific approaches for each component are discussed below.

Heating Ventilation and Air Conditioning - The program design dictates that incentives will be paid to
contractors following the performance of certain tasks — diagnosis of energy efficiency of small unitary
HVAC units, Test and Tune services, economizer repairs, enhanced control strategies. and the promotion
and purchase of high-efficiency equipment. Therefore, to form the population of projects, NYSERDA
expects to maintain a record of each task, date performed, name of customer receiving services, and the
amount of incentives. The population will be stratified by estimated electricity savings to generate a
sample targeting 90/10 confidence and precision levels statewide focused on the largest electricity savers.
A sample of projects will receive on-site verification and measurement/monitoring. The stratum with
projects saving the smailest amount of electricity may be eliminated from site visits but could possibly be
included in a telephone verification survey. The specific evaluation methods to be used for each stratum
will be developed after assessment of the population. Savings will be estimated, using simple engineering
models at a minimum, based on reported baseline conditions (or code assumptions) and as-built
conditions. The strata with the projects savings the largest amounts of electricity will likely be a certainty
stratum (census attempt group) and will utilize the most rigorous evaluation methods available within the
budget. Full measurement for IPMVP Option B: Retrofit [solation or calibration with energy use data
will be used to the extent possible for the centainty strata evaluation. Where possible, site visits and spot
measurements will occur as close to peak system conditions as possible. Propagation of error methods
will likely be used to determine the greatest reduction of uncertainty that can be achieved through the
affordable site measurement and monitoring strategies to be employed.

The evaluation results of the sample will be applied to the entire population by strata. An assessment for
outliers will be conducted and their potential exclusion from the strata realization rate will be evaluated.
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Should the customer receive an incentive from another NYSERDA implementation program, savings will
be evaluated through the other program so as 1o avoid overlap and double counting.

Effective, Energy-Efficient Lighting — Following the model of NYSERDA’s long-standing Small
Commercial Lighting Program (SCLP), this component will expand training of lighting practitioners on
the benefits of eftective, efficient lighting. Contractors will receive incentives for completing qualifying
projects at customer sites. The main goal of the projects is to reduce lighting power densities from the
2007 Energy Conservation Construction Code of New York baseline. Savings are reported as the
reduction in lighting power densities multiplied by operating hours reported by the applicant. The last
Measurement and Verification study on SCLP focused on confirming the self-reported operating hours by
installing loggers in spaces representing various usage types. Planned M&V will involve site visits at a
sample of completed projects to verify installation, lighting densities, and install loggers to verify annual
operating hours. The prior M&V study will be carefully assessed during the detailed evaluation planning
process to determine how best to design this proposed light logger study so the two sets of data may be
combined to create greater reliability and enhanced application of results at more refined stratification
levels (such as more usage types, building types and building vintages). Sampling will likely use the
stratified approach at the statewide level similar to the method described above for HYAC and as needed
to create this combined dataset to derive more strata with reliable operating hours for application to the
program population. This evaluation may leverage any overarching commercial/industrial baseline and
measure saturation studies if they provide lighting densities for non-participants by area usage type,
building type and building vintages.

Motors - Following the model of NYSERDA’s long-standing Premium-Efficiency Motors Program, this
component will expand education of motor vendors on the benefits of NEMA® Preminm motors.
Contractors will receive incentives for installing NEMA Premium motors at customer sites that have
received a motor inventory indicating candidate motors for early or normal replacement. This may offer a
fruitful opportunity to develop a pre-post evaluation design. This opportunity will be explored during the
detailed evaluation planning process. Parameters for pre-post on-site measorement are expected to be
developed from a propagation of error assessment. determining what measurements can most atfordably
achieve the greatest reduction in uncertainty in the savings estimates. Sampling will likely use the
stratified approach at the statewide level similar to the method described above for HVAC. The
evaluation results of the sample will be applied to the entire population by sirata. If a pre-post evaluation
design 1s possible, the stratification scheme may need to be estimated from prior participant distributions
and the impact evaluation strata adjusted based upon expenence from the 1% year evaluation of the
program. An assessment for outliers can be conducted and their potential exclusion from the strata
realization rate will be evaluated. Another facet of the evaluation may compare the energy savings
accrued from the former dealer incentive program to the later program that provided inventories of motors
appropriate for replacement through an incentive program.

Measurement and Verification on these three components will be conducted in parallel in late 2010 to
allow for enough installations to be completed. Data collection and analysis will be performed by
NYSERDA’s independent evaluation contractors using accepted protocols. Until the planned M&V
studies are complete, NYSERDA’s existing realization rates for these program components can be used to
adjust program-reported savings.

Net-to-Gross

NYSERDA's independent evaluation contractors will perform enhanced self-report surveys with
customers, contractors and vendors to assess free ridership and spillover. Although the focus is on
informing mid-market participants, customers may come to the program with existing notions of the
levels of energy-efficiency they would like to achieve. A representarive sample, targeting 90%
confidence with 10% precision, will be calculated and the results applied to the savings for the entire
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program. Data collection and analysis will be performed by NYSERDA's independent evaluation
contractors using accepted protocols.

Free ridership quantifies savings from those participants that would have installed the energy efficiency
measure without incentive, yet received an incentive. Partial free-riders are those customers that would
have done some portion of the project without NYSERDA assistance and partial savings will be allocated
accordingly. Inquiries on decision making are likely to produce the most reliable resuits when they are
conducted close to the point of the decision.

Spillover accounts for customer savings that occurred due to their interaction with NYSERDA, yet in the
absence of an incentive. Spillover savings will be estimated relative to the savings experienced in the
program-sponsored project(s). Studies on spiilover need to be timed properly in order to allow time for
spillover to occur. The spillover studies will be conducted following the Measurement and Verification in
2011, until then the spillover rates from NYSERDA"s current programs will be considered as a possible
means to adjust program-reported savings.

Targeted small-scale market research studies will be considered during the detailed evaluation planning to
the extent that this work can fit within the budget. If conducted, these small targeted market studies will
need to occur early for input into free ridership and again later to foster the triangulation of spillover
estimates. Furthermore, any statewide baseline and market saturation studies that are conducted for other
programs or to inform the entire EEPS portfolio could be leveraged to provide information that will be
highly beneficial 10 the evaluation of the Business Partners Program components.

Process Evaluation

Process evaluation activities will focus on the participation and decision making process in each of the
Business Partners components. Program participants and non-participants will be interviewed as part of
this evaluation effort. The program’s tracking of vendors and contractors who are contacted or who
request information but do not participate in the program will be one source for the non-participant
sample. Areas of inquiry expected for the process evaluation work include:

®  Attrition analysis focusing on the reasons for non-participation and drop out at different stages
* Barriers to participation

® Barriers to full-scaile implementation

®  Value of services provided to business (non-energy and monetary)

®  Overall customer satisfaction with the program services

® Examination of custoumer decision making, including roles of individuals involved and factors
influencing the decision

Data collection and analysis will be performed by NYSERDA’s independent evaluation contractors using
accepted protocols. The process evaluation will generate actionable recommendations for program
improvement. It is expected that process evaluation will be conducted approximately a year after the
program start date so as to provide early feedback regarding the program processes and participation
rates. Approximately 20% of the overall evaluation budget for the Business Partners program will be
allocated to process evaluation,

Because the process evaluation will commence before the impact evaluation, the process evaluation will

include conducting an Evaluability Assessment and data review for the Business Partners Program, to
ensure that the data are available for impact evaluation. Recommendations for data collection, validation
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and crganization will be included as part of the first process evaluation report and feedback to NYSERDA
will be transmitted as findings and recommendations are available.

Evaluation Plan Variations

Given the level of uncertainty regarding final evaluation protocols, statewide studies to be conducted by
all program administrators, and funding levels needed to support other areas of evaluation, the evaluation
plans presented in this section should be viewed as scalable and flexible. Specifically. if the total
evaluation budget for this program needs to be reduced, impact evaluation may not be able to meet 90%
confidence level for 10% sampling precision. Conversely, if more of NYSERDAs total evaluation
funding could be allocated to this program, the additional funds could be used for more site-specific data
collection as part of the impact evaluation and larger sample sizes, ¢.g., by program component and utility
service territory.

3.4. MARKET SEGMENT NEED

Developing partnerships with manufacturers, distributors, retailers, trade associations, and other
organizations involved in supplying equipment and services to the commercial marketplace is critical and
will enable NYSERDA to continue supporting only the most highly efficient equipment and practices.
The Business Partners Program will focus on all of NYS, with particular attention to the New York City
market for the Lighting Program.

3.5. COORDINATION

Through partnerships, NYSERDA is uniquely positioned to work collaboratively with midstream and
upstream market allies to bring the most efficient equipment into the market by developing new
specifications and deploying new equipment to customers throngh NYSERDA programs. The Business
Partner programs work closely with NYSERDA’s core program efforts to support business and trade ally
networks.

3.6, CO-BENEFITS

Benefits other than direct cost savings and demand reduction/system benefits include increased stocking
and sale of efficient products, and increased mid-market understanding of the muliiple benefits of
installing efficient equipment.

3.7. PORTFOLIO BALANCE

Since the emphasis is on working with the vendors, the program has the opportunity to service a wide
range of customers, offering opportunities to encourage further participation in NYSERDA programs.
Motors, HVAC and Lighting are often associated with other critical building functions, offering the
opportunity for cross-program participation. The Business Partners trained under this Program will impact
projects for customers using NYSERDA's end-user incentive programs. In some cases, such as under
the Existing Facilities Program and the New Construction Program, the Lighting Business Partners will
be using the design techniques to ensure the customer achieves the greatest savings while receiving a
quality lighting design.

1.8. DEPTH OF SAVINGS

The depth of savings depends on the specific Business Partner Program. For instance, the Motors
Program will build off exiting motor inventories so lost opportunities will be addressed. Incentives will
provide motivation for motor replacements as opposed to motor repair. Research reveals that motor
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replacement provides significantly more energy savings for the customer than motor repair. Addressing
O&M practices in the HVAC program will lead to efficient operation of equipment rather than capital
improvements through incentives, which will be captured through NYSERDA’s Existing Facilities
Program. Proper lighting design and operation will also provide significant energy demand savings.
Strategies used in the Business Partner’s program complement NY SERDA’s core programs.

3.9. UNDERSERVED MARKETS

The Business Partner’s Program has historically addressed the specific needs of smaller commercial and
industrial customers who are often missed through current program efforts. However, since the Program
works through its trained partner base, the range of customer types and sizes addressed are many.
Lighting continues 1o represent a large opportunity for energy savings, especially in New York City office
buildings where a large percentage are still lit with antiquated lighting technologies. New energy saving
lighting technologies are evolving rapidly, but the training to design with these new technologies is
extremely limited. A very real concern exists that without proper training, lighting practitioners may
achieve energy savings with these new technoiogies, but the quality of the light will be unacceptable,
resuiting in end-user snapback to inefficient technologies. It has been proven that effective, energy-
efficient lighting contributes to an improved work environment, and has a direct and powerful impact on
building occupants affecting health, safety, mood and the speed and accuracy of task performance. This
Program fills the gap by providing training to lighting practitioners on designing with these technologies
in a manner appealing to the end-user of the space.

3.10. COMMITMENT

The program will be implemented through 2011. The expansion of the Business Partner’s Program can
be done fairly quickly making the savings targets very realistic.

3.11. CUSTOMER OUTREACH

NYSERDA will continue to expand its partner base through direct recruitment and will work closely with
the Workforce Development initiative to ensure that continued opportunities exist. Specific strategies to
attract customers will be used within each program area. For instance, print articles and multi-lingual
advertising and radio spots describing The Right LightSM have already been used in the New York City
markets to promote the Lighting Program. These forms of marketing will be expanded in New York City
and used in other parts of the State.

3.12. COLLABORATIVE APPROACH

Mid-stream market training impacts projects in all utility service territories. Historically, several of the
New York utilities have supported training and it is anticipated that this same support will exist with the
Business Partner's Program. Con Edison and Orange and Rockland provided venues for lighting training
and encouraged lighting practitioners in their utility territories to attend. The utilities will also be
approached for assistance 1n distributing end user marketing materials to their customers to encourage
further energy-saving projects in their territories.

NYSERDA is an active participant in the Northeast Energy Efficiency Partnership (NEEP), a regional
organization working to promote the efficient use of energy in the northeast through regionally
coordinated upstream market transformation programs, NEEP serves as a platform for information
sharing and coordination among program administrators and utilities and helps ensure a consistent level
of knowledge amongst service providers in adjoining service areas. For examptle, the Lighting Program
works with its northeast partners to transform the lighting market to fully embrace high performance T8
lighting systems. The northeast region also worked together 1o promote etficient packaged commercial
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HVAC systems, through information and education to installation contractors. The NEEP Lighting and
HVAC working groups continue to be a primary source of dialogue relating to coordination of regional
prograim activity and development.

3.13. FUEL INTEGRATION

No fuel integration activity is proposed for the lighting and motors programs because they are market
development programs based on electric technologies. The HVAC program will achieve incidental gas
savings along with the electric savings attributable to the installation of measures and other programmatic
activities.

3.14. TRANSPARENCY

Information regarding Business Partner programs, including program design, benefit/cost analysis, and
supporting data, are available for public review and accessible to other program administrators. Program
results will be made available by NYSERDA on its Web site. NYSERDA is also working with DPS Staff
toward development of a uniform tracking system to increase transparency of program results.

3.15. PROCUREMENT
Prograin delivery will be accomplished through individual contractors that are procured competitively.
3.16. APPENDIX 3 EFFICIENCY PROGRAM SELECTION CRITERIA

This section provides screening metrics for the Business Partners Program required per Appendix 3 of the
Commission’s June 23, 2008 EEPS Order. As discussed earlier, NYSERDA intends to provide screening
metrics related to electric and gas rate impacts (Screening Metnics 2, 3, 4, 8, 10, 11, and for the suite of
programs Screening Metrics | and 2) in a separate supplemental filing. Also, for reasons described
carlier, estimated MWh and coincident peak MW reductions in 2015 if the program continues to expand
and extends through 2015 {Screening Metrics Sa and 6a} are not included.

Total Resource Cost Test Benefit/Cost Ratio (Screening Metric 1)

Table ITI-20 shows the resource savings and average measure life used as inputs for the benefit/cost
analysis.
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Table I11-21 shows the present value of the costs and benefits used in the analysis. Table I1I-22 shows the
Program Administrator Cost (PAC) and Total Resource Cost (TRC) results, Appendix A provides

additional information on benefit/cost definitions and inputs.

Table I11-20. Business Partners Program Cumulative Annual Savings

Average Life .
Program of Cumulative . Cumulative %
Years . Cumulative Annual Fuel Downstate
Electric/Gas Annual .
MW Savings (Con
Measures GWh/Year (MMB1u) Edison)
(Years)
Electric 2009-2011 15 70.5 13.1 - 8%

Funding Only
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Table I11-21. Business Partners Program: Program and Participant Costs ($2008)

Present Value of Present Value of Program Present Value ot: l%esource
Program . . Benefits ($millions)
.. and Participant Costs
Administrator Cost ($millions)
($millions)
Electric Funding Only $10.2 $18.1 $90.6

Table 111-22, Business Partners Program Benefit-Cost Ratios

Program ?:t(l);l‘umstrator Total Resource Cost (TRC)
(PAC) Test Test
Electric Funding Only 8.9 5.0

Total Resource Cost Test Benefit-Cost Ratio with Carbon Externality (Screening Metric 8)

Table III-23 shows the PAC and TRC test results when the estimated benefits of carbon reduction are
included. Carbon was valued at $15 per ton, as directed by DPS in the Order, resulting in a total present
value of carbon benefits of $6.9 million.

Table 111-23. Business Partners Program Benefit-Cost Ratios with Carbon

Program Administrator Cost

(PAC) Test Total Resource Cost (TRC) Test

Electrie Funding Only 2.6 54

MWh Saved in 2015 (Screening Metric 5h)

Assuming the program functions only for as long as proposed, the Program is expected to achieve 70,533
MWh (cumulative annual) in 2015.

MW of Coincident NYISO Peak Saved in 2015 (Screening Metric 6b)

Assuming the program functions only for as long as proposed, the Program is expected to achieve 13.1
MW (cumulative) of coincident peak reduction in 2015."

Peak Coincidence Factor of MWh Saved in 2015 (Screening Metric 7)

The peak coincidence factor is a measure of the extent to which the MWh savings is concentrated at the
time of system peak. The peak coincidence factor for the program is 0.61."”

" NYSERDA defines the coincident on-peak period as from 12:00 noon to 6:00 PM on sumimer non-holiday weekdays.

* Peak coincidence factor = annual MWh saved/(MW saved on peak)(8,760 hours). For this equation, annual MWh saved is the
cumulative annual savings expected in 2015 if the program is offered only as long as proposed. i.e., Screening Metric 5b.
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Number of Participants as a Percentage of Customers in the Class (Screening Metric 9)

Table 111-24 shows the number of expected program participants as a percentage of the number of
customers 1n the class. The number of expected program participants represents NYSERDA’s best

estimate of participation for the current funding request through 2011,

Table I11-24. Business Partners Program Participants as a Percentage of Customers in Class

. - Participants as a
Customer Class Number of Cusltomels in Number of Anfl(:.lpaled Percentage of Number
Class Program Participants .
of Customers in Class
Commerctal - Electricity 1,002,836 900 <0.1%

Sources: DPS Five Year Index Book of Files and DPS Elecrtricity and Natural Gas Retail Access Migration Reports. Electricity ligurcs do not
include LIPA, municipal electric utility, rural clectric cooperative, or NYPA customers. Gas figures do not include Keyspan/Long Island
customers. Retail Access Migration Reports do not separate commercial and industrial eustomers and label all-such customers as “non-

residential”. Commercial and industrial customers estimated by NYSERDA.
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4. EXISTING FACILITIES PROGRAM (ELECTRIC AND NATURAL GAS)
4.1. DESCRIPTION OF PROGRAM

The Existing Facilities Program (Program) procures kWh and MMBtu savings by implementing energy
efficiency measures through a comprehensive strategy that allows customers to approach their energy
projects in an integrated fashion. The expanded program will provide incentives for enabling
technologies and measurement tools that allow customers to realize kWh savings through more etficient
day-to-day operations in existing facilities. Incentives for the expanded program will be tied to rigorous
measurement and verification.

The program focuses on lower cost pre-qualified technology solutions that can be quickly implemented to
result in immedhate energy savings and on long-term comprehensive performance-based energy projects
that require more time to implement but realize higher levels of energy savings over time. The program
builds upon the successes of the pre-qualified and performance-based incentives for energy efficiency
now offered through the New York Energy $mart®™ Program.

As a further enhancement, the Program will allow end-use customers to apply for incentives directly
rather than through contractors.

In addition to expanding current offerings, an additional module will offer assistance to facilities to install
or enhance Building Management Systems (BMS)} and monitoring equipment to optimize day-to-day
operation of facilities. Incentives will be offered to install data gathering technologies that provide
critical data to monitor and alter building operation. Covered technologies include temperature sensors
for chilled water supplies, condenser water, flow rates, chilled and condenser water temperatures, and wet
and dry bulb temperatures. Vendors who provide services to monitor and optimize building operations
will be ehigible to receive performance-based incentives for kWh savings.

The expanded program will coordinate with other NYSERDA offerings such as the Loan Fund and the
FlexTech and Technical Assistance Programs to maximize technical and financial assistance to customers
and to implement strategies that maximize energy savings in existing facilities.

4.2. DEMAND REDUCTION AND SYSTEM BENEFITS

The Program will achieve achieving approximately 100,000 MWh and 350,000 MMBtu savings each
year or approximately 300,000 MWh and 1,050,000 MMBtu through 2011.

NYSERDA has demonstrated success in providing critical summer peak-demand reduction throughout
the state. As an example, NYSERDA's 150MW goal established by the PSC for the Con Edison System
Wide Program was exceeded with the majority of the resources obtained through commercial and
industrial facilities participating in the Program. The MW5s obtained followed rigorous measurement,
verification, and evaluation standards. The Program provides financial incentives to measures such as
HVAC chillers that inherently reduce summer peak demand. In addition, recent advances in technology
integrate energy efficiency and enable customers to participate in demand reduction The realized savings
benefits from energy efficiency and demand reductions result in reduced capacity requirements for the
NYISO and potentially defer utility T&D infrastructure upgrades. The Program does not seeck EEPS
funding for demand response-only measures but will support integrated energy efficiency and demand
response measures.
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Table 111-25. Electric Reduction from the Existing Facilities Program - Total Program Expenditures
(Projected and net of administration and evaluation) 2(H19-2015

Annual EEPS
Spending

2009

2010

\ 2011

2012

2013

2014

[ 2015

Total

$4.20M

$8.40M

$17.80M

$17.80M

$7.20M

$2.15M

0

$57.55M

-
Projected Outreach/Marketing costs: $1.85M in 2009; $1.05M in 2010; $553,120 1n 2011. XXX

Table 111-26. Electric Reduction from the Existing Facilities Program - MWh Impacts (Projected) 2009-2015

2009 2010 2011 2012 2013 2014 2015
Annual Savings Installed in the | 25,000 | 50,000 | 100,000 | 100,000 | 25,000 0 0
Current Year
Annual Savings Installed in Prior nfa | 25,000 |, 75,000 | 175,000 | 275.000 | 300,000 | 300,000
Years
Cumulative Annual 8avings | 25,000 | 75,000 | 175.000 | 275,000 | 300,000 | 300,000 | 300,000

Table 11I-27. Natural Gas Reduction from the Existing Facilities Program — Total Program Expenditures
(Projected and net of evaluation and administration) 2009-2015

Annual EEPS Spending

2009

2010

2011

2012

2013

2014

2015

Total

SIM

$1.9M

$3.6M

$3.4M

$.57TM

0

0

$10.47TM

Projected Outreach/Marketing costs: $100,000 in 2009; $50,000 in 2010; $35,260 in 2011.

Table 111-28, Natural Gas Reduction from the Existing Facilities Program - Installed MMBtu Impacts

(Projected) 2009-2015

2009 2010 2011 2012 2013 2014 2015

Annual Savings Installed in | 90,000 | 175,000 | 350,000 | 350,000 85,000 0 0
the Current Year

nfa | 90,000 | 265,000 | 615,000 | 965,000 | 1,050,000 | 1,050,000
Annual Savings Installed in
Prior Years

Cumulative Annnal Savings | 90,000 | 265,000 | 615,000 | 965,000 | 1,050,000 | 1,050,000 | 1,050.000

|
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NYSERDA has developed initial evaluation plans with the intention of providing the necessary rigor and
reliability for metrics used by the NYISO and transmission and distribution system planners. NYSERDA
will continue to work with DPS Staff and the EEPS Evaluation Advisory Group to devise final evalvation
plans that meet established protocols and produce results that can be used as inputs for system planning
and forecasting.

5. EXISTING FACILITIES EVALUATION PLAN (ELECTRIC AND NATURAL GAS)
5.1. GENERAL EVALUATION APPROACH
Evaluation Goals

The primary goal of the Existing Facilities Program evaluation is to assess the energy and demand
savings attributable to program activities. Secondary goals are understanding the market for tailoring the
program to the needs of the audience and fostering an efficient program delivery mechanism.

Brief Overview of the Evaluation Approach

The evaluation approach presented in this section was designed based on NYSERDA's current plans for
the design and administration of the Existing Facilities Program, and in the absence of complete
knowledge about finai evaluation protocols, and potential funding set-asides and plans for overarching
evaluation projects that would serve the needs of all EEPS program administrators. Thus, these plans
have been prepared in order to afford NYSERDA and its independent contractors flexibility to adapt the
evaluation approaches that best suit the program as implemented once a greater understanding is in place
regarding final evaluation protocols and funding.

To the extent that NYSERDA’s oniginal and ongoing SBC-funded Existing Facilities Program can be
evaluated using the same approaches and time lines outlined in this section, NYSERDA will supplement
this plan to include additional resources from the enhanced SBC3 evaluation funding. NYSERDA's
estimated evaluation budget for this program includes a set-aside for developing a full evaluation plan, an
effort that will involve DPS Staft and the EEPS Evaluation Advisory Group.

Evaluation Budget

NYSERDA expects the evaluation budget for the Existing Facilities Program to be less than 5% of the
program funding level, minus funds set aside for statewide studies and other overarching costs borne by
program administrators. [t is expected that the majority of the Existing Facilities Program evaluation
budget will be allocated to Impact Evaluation (approximately 70%). The remaining program evaluation
funds will be split approximately equalily between Process Evaluation and Market Evaluation.

Evaluation Schedule

Evaluation studies included as part of the Existing Facilities Program evaluation plan are shown in the
table below along with the time frame for their anticipated completion.
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Table 111-29, Existing Facilities Program Evaluation Schedule

Expected Completion
Evaluation Element |
2009 1 2010 2011 2012
Impact - M&V Pre-measurements X X
Impact - Net-to-Gross X X
Process Evaluation X X
Market Evaluation X

Impact Evaluation

Impact evaluation activities will consist of measurement and verification and net-10-gross analysis as
described in the following sections.

Measurement and Verification

In general, projected savings for the legacy New York Energy $mart™ programs that are the basis for
this proposed program use sound engineering calculations and rigorous post-installation verification
activities. At the same time, the increased evaluation funding can substantially add to the overall
reliability in the independent evalvation savings estimates by funding significant expansions in the M&V
methods. More sophisticaled methods with greater measurement support can greatly reduce any unknown
risks of potential bias that can go unobserved within more simplistic methods.

The planned M&YV evaluation will include significant site survey work with a research design that
incorporates (where possible) pre- and post-measurement billing analysis of comparative samples of
participants and matched non-participants, and post-installation measurement. The M&V evaiuation
method chosen would likely involve billing analysis for more homogenous groups or follow IPMVP
Option B: Retrofil Isolation where complete measurement is possible for more helerogeneous groups.
Alternatively, M&V will support the use of IPMVP Option A by undertaking metering/monitoring
measurement to mitigate the greatest sources of uncertainty, as appropriate. The projects that participate
in the new Building Management System module can provide important post-retrofit monitored data that
can be leveraged for evaluation. Efficient sample sizes can be chosen using stratified ratio estimation
(SRE) on electricity savings and target a 90/10 confidence/sampling precision level for the statewide
program. If budget permits, the sample could be expanded to target 90/10 at the utility territory level.
The resuits will be applied to all of the energy savings reported for the program. As projects have a long
timeframe for completion, the first post-installation M&V study will be conducted in 2010, with pre-
measurements starting in 2009. Until these planned evaluations are completed, NYSERDA could use the
savings-weighted realization rate derived from past evaluation work on the legacy programs to report
savings.
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Net-to-Gross

NYSERDA intends to explore participant and non-participant spillover and participant free ridership by
using an enhanced self-report survey process with multiple decision-makers including building owners,
chief financial officers, vendors, technical assistance providers, etc. involved in adopting energy
efficiency measures. Sample sizes will be calculated to target 90% confidence and 10% sampling
precision at the program level. If budget permits, 30/10 confidence could be achieved at the utility level.
Examinations will be made (o assess self-selection bias between the participating and non-participating
matched groups. These alternative methods will be used ta derive a final triangulated net-to-gross (NTG)
ratio to provide a high level of construct validity for the NTG estimates. Given the long-term nature of
projects, attribution analysis will not be completed until 2010. If budget permits, this work counld be
updated in 2012, Until these planned evaluations are completed, NYSERDA could use a savings-
weighted NTG ratio derived from past evaluation work on the legacy programs to report savings.
Alternatively, a different deemed NTG could be applied as justifiable until the actual program NTG can
be determined in 2010.

Process Evaluation

Process evaluation will focus on the participation and decision making processes of the end users and the
energy services companies. Those that have not participated in the program or applicants that never
installed measures will form the partial participant/non-participant population. Areas of inquiry expected
for the process evaluation work inciude:

® Attrition analysis focusing on the reasons for non-participation and drop out at different stages of the
program

¢ Barriers to participation and program awareness

¢ Adequacy of the performance incentive to encourage participation

®  Overall customer satisfaction with the program panicipation process

® Role of technical consultants and their management of project process

¢ Examination of energy service company decision making and expansion plans for upstate and
downstate areas

L ]

Examination of customer decision making

The process evaluation work wil! generate actionable recommendations for improvements to the program.
It is expected that process evaluation will be conducted at two points in time, first approximately a year
after the program start date so as to provide early feedback regarding the program processes and
participation rates and second in approximately the third year to further explore reasons for attrition.

Market Evaluation

In the Supplemental Revision submitted on August 22, 2008'°, NYSERDA proposed that an extensive
statewide commercial/industrial baseline and measure saturation study be considered for joint sponsorship
by all EEPS program administrators. The proposed study could be based on site visits coupled with
surveys of key market actor groups. The purpose of the study would be to fully characterize buildings
and facilities in the commercial/industrial sector, including: the end-use equipment in use, vintage and

' NYSERDA, Systen Benefits Charge Supplemental Revision for the New York Energy $mart™ Programs (2008-
2011), As Amended, August 22, 2008,
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efficiency level; and other factors such as current equipment maintenance and replacement practices,
customer and market response to program offerings and external influences, and customer and market
decision making processes.

[f the proposed statewide baseline and measure saturation study is pursued, then it would likely fulfill the
market evaluation needs of the Existing Facilities Program, and would also support impact evaluation
efforts. If the statewide study is not implemented, then a small amount of funds from the Existing
Factlities Program evalvation budget would be used to:

®  (Characterize the market eligible to participate in the program via reviews of secondary data sources as
well as surveys of key market actor groups,

Continue time-series measurements of key progress indicators and researchable issues examined in
prior research efforts conducted for NYSERDA’s Commercial and Industrial programs,

® Research current equipment maintenance and replacement practices,
® Explore customer and market response to program offerings and external influences, and

Examine customer and market decision making processes.
This more limited study, if needed, would be completed in 2010,

Evaluation Plan Variations

Given the level of uncertainty regarding final evaluation protocols, statewide studies to be conducted by
all program administrators, and funding levels needed to support overarching evaluation studies and
activities, the evaluation plan presented in this section should be viewed as scalable and flexible.
Specifically, if the total evaluation budget for this program were reduced, NYSERDA would first remove
funds from the market and process evaluation work areas. These areas could be limited in terms of their
sample sizes and evalvation frequency, if needed. Conversely, if more of NYSERDA’s 1otal evaluation
funding for could be allocated to this program, the additional funds would be used to expand and increase
the rigor of impact evaluation work and to provide for a follow-up market study in 2012.

5.2. MARKET SEGMENT NEED

Historical expenience has illustrated that at least 65% of the energy savings are attributable to the
commercial and industrial sectors and offer the greatest opportunity for cost-effective savings. The
market potential for operational improvements in existing buildings is significant. Many operational
improvements through commissioning have been implemented in recent years. The proposed effort is
intended to complement and further program goals and objectives through commissioning and
specifically to attain persistence of savings and operational optimization.

5.3. COORDINATION

NYSERDA will closely coordinate efforts with each of the investor-owned utilities to eliminate confusion
and minimize possible customer conflicts. Efficiency requirements and eligibiiity standards wiil be
uniform where practical, and a transition plan will be developed so that customers eligible for utility
offerings, such as the expedited Small Business Prograrus, do not overlap with the Program. This
program will also be coordinated with trade assoctations such as the Association of Engineers, REBNY,
and BOMA and with NYSERDAs contractors marketing other EEPS programs.
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5.4. CO-BENEFITS

The Program will develop employment opportunities in the energy services industry in New York by
engaging energy service providers such as energy services companies and HVAC and lighting
contractors. In addition, the Program will help develop a new business sector in the energy services
industry similar to the New York Independent System Operator demand response markets. Under that
initiative, NYSERDA encouraged more than 30 active private sector businesses 1o provide demand
response services. This effort has the same potential for business development in the building operations
optimization marketplace.

5.5. PORTFOLIO BALANCE

NYSERDA offers a portfolio of programs that complement each other and provide customers with a
holistic approach to implementing their energy projects. Programs include Technical Assistance, which
identifies energy efficiency opportunities, and programs that provide financial incentives to help defray
implementation costs of the identical opportunities. By offering a comprehensive range of programs,
customers of all classes can determine what opportunities will best suit their needs. Additionally, the
efficient operation of facilities has tremendous potential for energy savings. NYSERDA has provided
limited building operation services through commissioning services in the past. The expanded Program
includes a new service that will require rigorous M&V and program oversight to ensure persistence of
savings.

5.6, DEPTH OF SAVINGS

NYSERDA encourages a comprehensive strategic approach to energy projects that enables customers to
operate within their budgets. Energy efficiency measures eligible for financial incentives include
lighting, energy management systems, and complex HVAC systems. As stated above, tremendous
savings potential exists from operational improvements to existing facilities. Savings from operational
improvements have been addressed in other program to some degree through commissioning efforts, but
persistence of the resulting savings has been questioned. While this effort is similar to commissioning,
the program structure will incorporate M&YV requirements and service provider commitments that will
address persisience of savings.

5.7. UNDERSERVED MARKETS

While the market for these services has been served in the past by providing capital incentives, the
enhanced program offers a valuable new energy service to this market. Facility operational optimization

using detailed measurement and monitoring technologies has not previously been available to consumers.

5.8. COMMITMENT

The term of the program is through 2011. Customers and contractors are familiar with NYSERDA's
programs and can quickly engage NYSERDA in their energy projects. Individual operational projects
will require contractual services that extend over a period of from four to six years. This time frame will
permit introduction of a structured process to maintain savings and implement new procedures and
processes that may yield additional energy savings.

5.9. CUSTOMER OUTREACH

Marketing, outreach, and education activities for the Program will rely upon NYSERDA's marketing and
outreach experience and build upon its strong alliance with energy service providers and contractors.
NYSERDA'’s established contacts and relationships with trade associations, key stakeholders and
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contractor groups such as ASHRAE, the Association of Energy Engineers, the New York Energy
Consumers Council, The Real Estate Board of New York, and the New York City Economic
Development Corporation will be used to market the program.

NYSERDA'’s Benchmarking and Operations Management program. which provides outreach and
education to diverse customer sectors including education, health care, industry, commercial businesses,
real estate, and water/wastewater management, will provide another path for promoting and encouraging
participation in the Program. NYSERDA will closely coordinate with the state’s utilities to market and
provide outreach on each program administrator’s respective programs.

5.10. COLLABORATIVE APPROACH

NYSERDA participated in numerous collaborative meetings with representatives of investor-owned
utilities and key stakeholders, such as NYCEDC, to identify a cooperative stralegy to serve customers.
NYSERDA program staff historically have worked with consultants, contractors, building owners, utility
staff, trade associations, and vendors to deliver SBC programs and have established significant expertise
in program development. Staft experience plus workshops and seminars, attendance at trade shows, and
formal meetings with stakeholders provide the impetus for the concept proposed for the Program.

5.11. FUEL INTEGRATION

The Program proposal would expand performance-based incentives for natural gas improvements
statewide and allow customers and energy service providers to address their energy projects in a
comprehensive manner. Operational optimization primarily involves electric energy savings, but the
lechnologies used to generate electric savings are easily transferable to non-electric end uses. Gas savings
could easily be incorporated into the proposed program.

5.12. TRANSPARENCY

The program description will be available to all interested parties on our Web site and program savings
and costs will be available to the public through detailed reports developed by NYSERDA and external
evaluators. Current New York Energy $mart™ evaluations include Benefit/Cost Analyses, Impact
Evaluations, and Year-End Impact Evaluations in keeping with NYSERDA’s open governance policy.
NYSERDA will work with DPS to develop a uniform tracking system to make results available to the
public.

5.13. PROCUREMENT

Services and incentives through the Program are offered first-come, first-served to all entities. customers,
and energy services providers who wish to participate in the program. This standard-offer approach
enables customers to make financial decisions quickly and to promptly implement their energy projects.
The services of the technical quality assurance contractors who support varnious NYSERDA programs
have been competitively procured.

5.14. APPENDIX 3 EFFICIENCY PROGRAM SELECTION CRITERIA

This section provides screening metrics for the Existing Facilities Program required per Appendix 3 of the
Commission’s June 23, 2008 EEPS Order. NYSERDA will provide screening metrics related to electric
and gas rate impacts (Screening Metrics 2. 3, 4, 8, 10, 11, and for the suite of programs Screening Metrics
1 and 2) in a separate supplemental filing. Also, estimated MWh and coincident peak MW reductions in
2015 if the program continues to expand and extends through 2015 (Screening Metrics 5a and 6a) are not
included.
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Total Resource Cost Test Benefit/Cost Ratio (Screening Metric 1)

Table I1I-30 shows the resource savings and average measure life used as inputs for the benefit/cost
analysis. Table UI-31 shows the present value of the costs and benefits used in the analysis. Table (I1-32
shows the Program Administrator Cost (PAC) and Total Resource Cost (TRC) results. Appendix A
provides additional information on benefit/cost definitions and inputs.

Table I11-3¢. Existing Facilities Program Cumulative Annual Savings

‘ Average Life .
Program of Cumulative . Cumulative %
Years . Cumaulative Anpual Fuel Downstate
Electric/Gas Annual MW .
Measures GWh/Year Savings {Con
(MMB1tu) Edison)

‘ (Years)
‘ With Electric

and Gas 2009-2011 16/ 18 200.0 100.0 1,050,000 38%
‘ Funding

Electric 2009-2011 16 3000 100.0 - 8%
‘ Funding Only 1

Table I11-31. Existing Facilities Program: Program and Participant Costs ($2008)

-

Present Value of Present Value of Program Present Value of Resource
Program d Partici 8 Benefits ($millions)
Administrator Cost an am.cl'l? ant Costs
($millions) ($millions)
With E;f;jfng"d Gas $50.6 $239.7 $643.6 |
‘ Electric Funding Only $48.5 195.30 $481.2 ]

Table III-32. Existing Facilities Program Benefit-Cost Ratios

Frogram AJMIDISCra(or | Total Resource Cost (TRC)
(PAC) Test Test
With Electric and Gus Funding 10.8 27 N
Electric Funding Only 9.9 2.5

Total Resource Cost Test Benefit-Cost Ratio with Carbon Externality (Screening Metric 8)

Table I111-33. shows the PAC and TRC test results when the estimated benefits of carbon reduction are
included. Carbon was valued at $15 per ton, as directed by DPS in the Order, resulting in a total present
value of carbon benefits of $36.2 million for gas and electric funding and $25.9 million with electric

funding only.
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Table II1-33. Existing Facilities Program Benefit-Cost Ratios with Carbon

Program Administrator Cost
(PAC) Test Total Resource Cost (TRC) Test
With Electri_c and Gas 114 18
Funding
Electric Furding Only 10.5 2.6

MWh Saved in 2015 (Screening Metric 5b)

Assuming the program functions only for as long as proposed, the Program is expected to achieve
300,000 MWh (cumulative annual) in 2015.

MW of Coincident NYISO Peak Saved in 2015 (Screening Metric 6b)

Assuming the program functions only for as long as proposed. the Program 1s expected to achieve 100.0
MW (cumulative) of coincident peak reduction in 2015."

Peak Coincidence Factor of MWh Saved in 2015 (Screening Metric 7)

The peak coincidence factor is a measure of the extent 10 which the MWh savings is concentrated at the
time of system peak. The peak coincidence factor for the program is 0.34."

Number of Participants as a Percentage of Customers in the Class (Screening Metric 9)

Table I11-34 shows the number of expected program participants as a percentage of the number of
customers in the class. The number of expected program participants represents NYSERDA’s best
estimate of participation for the current funding request through 2011,

Table 111-34. Existing Facilities Program Participants as a Percentage of Customers in Class

. ‘s Participants as a
Customer Class Number of Cusltomers n Number of Ant'uflpated Percentage of Number
Class Program Participants .

of Customers in Class
Commercial - Electricity 1.002.856 1.530 0.2%
Industrial - Electricity 1715 270 3.5%
Commercial — Natural Gas 358.504 1.530 0.4%
Industrial - Natural Gas 14,357 270 1.9%

Sources: DPS Five Year Index Book of Files and DPS Electricily and Natural Gas Retail Access Migration Reports. Electricity figures do not
include LIPA, municipal ¢lectric wility, rural eleciric cooperative, or NYPA customers. Gas figures do not inclode Keyspan/Long Island
customers. Retail Access Migration Reports do not separale commercial and industrial customers and label all-such customers as “non-
residential”. Commercial and industial custoiners estimated by NYSERDA.

"7 NYSERDA defines coincident on-peak period as being hetween 12:00 noon to 6:00 PM on summer non-holiday weekdays.

18 peak coincidence factor = annual MWh saved/(MW saved on peak)(8,760 hours). For this equation. annual MWh saved is the
cumulative annual savings cxpected in 2013 if the program is offered only as long as proposed, i.¢., Screening Metric 5b.
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6. COMMERCIAL LOAN FUND AND FINANCE PROGRAM (ELECTRIC AND NATURAL GAS)
6.1. PROGRAM DESCRIPTION

The Loan Fund and Finance Program (Program) encourages the installation of energy-efficient equipment
and process improvements in commercial buildings by increasing the availability of low-interest capital.
The Program has developed a network of participating lenders that are able to offer reduced-interest rate
financing for their customers. There are currently 150 lenders and leasing companies participating in the
program; current interest-rate reductions are 6.5% in Con Edison territory and 4.0% in the remaining
utility territories. The subsidy is paid to the lender upon evidence that the customer has received the
reduced interest rate on the Joan or lease issued by the financial institution. Loans or leases for up to
$1,000,000 are eligible for the subsidy through the Loan Fund. Depending on the terms of the loan, a
subsidy typically equates to approximately 26% of the principal financed for Con Edison customers and
18% for non-Con Edison customers. Over 610 commercial/industrial, 2,400 residential, and 180
multifamily customers have received a reduced-rate loan. For the commercial sector, $27 million in
interest-rate subsidies has leveraged over $172 mullion in loan activity. The savings associated with these
loans is 104,441 MWh, 34 MW, and 216,000 MMBTUs (gas and oil).

NYSERDA proposes to build upon the success of the Program, as it was developed in the New York
Energy $mart™ program, by identifying new lenders and targeting commercial customers in
underserved markets and sectors where energy efficiency opportunities are largely untapped. To date, the
Program has allowed customers to receive an interest rate reduction for projects receiving incentives from
other NYSERDA programs, as well as “stand-alone” projects. Under EEPS, overlap at the program level
will be eliminated for commercial programs. Customers who are installing measures that are deemed
eligible, will be guided (o apply to either the Loan Fund, or to one of the other commercial programs that
provide direct incentives (e.g. High Performance New Construction Program or High Performance
Existing Facilities Program). The availability of the Loan Fund as an option will help customers who
prefer or need up-front capital to implement efficiency projects, as contrasted with use of the incentive
programs that provide reimbursement for a portion of installation cost. The amount of the interest rate
reduction will be reviewed to ensure it reflects current market conditions. Other financing opportunities
that could benefit commercial customers and encourage investment in energy efficiency measures. such
as partnering with other entities on “green bonds ™ and loan guarantees, will be explored.

6.2, DEMAND REDUCTION AND SYSTEM BENEFITS

Energy and demand savings of 7,708MWh and 1.6 MW annually are anticipated from commercial
projects financed using the Loan Fund. The addition of statewide gas funding will allow the Loan Fund
to expand its offering of efficient gas measures. This will increase the opportunities for several sectors -
institutions, schools, hotels, and restaurants - across the state to address not only building envelope and
central plant efficiencies, but the efficiencies of their commercial kitchens. This additional funding is
estimated to result in savings of 90,900 MMBtus annually.
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Table I[1-35. Electric Reduction from the Loan Fund - Total Program Expenditures (Projected and net of

administration and evaluation) 2009-2015

Annual EEPS Spending

2009 2010 \ 2011

2012

2013 | 2014

2015

Total

$3.65M | $3.65M

$3.65M 0

0

0

0

$10.95M

Projected Outreach/Marketing costs: $0.24M in 2009; $0.24M in year 2010; $0.24M in 201 1.

Table I11-36. Electric Reduction from the J.oan Fund — Installed MWh Impacts (Prajected) 2009-2015

2009

2010

2011 | 2012

2013

2014

2015

Annual Savings Installed in the Current
Year

7,708

7,708

7,708

[ Annual Savings Installed in Prior Years

Cumulative Annual Savings

7,708

15,416 | 23,

124 | 23,124

23,124

23,124

23,124

Table II1-37. Natural Gas Reduction from the Loan Fund - Total Program Expenditures (Projected and net

of administration and evaluation) 2009-2015

Annual EEPS Spending

2009 | 2010

2011

2012

2013 | 2014

2015

Total

$0.40M | $0.40M

$0.40M

0
\

0

0

0

$1.20M

Projected Outreach/Marketing costs are included in budget tor the electric portion of the program.

Table 111-38. Natural Gas Reduction from the Loan Fund - Instalied MMBtu Impacts (Projected) 2009-2015

2009 2010 2011 | 2012 | 2013 | 2014 | 2015
Annual Savings Installed in the Current Year | 90,854 | 90,854 | 90,854
Annual Savings Installed in Prior Years n/a
Cumulative Annual Savings | 90,854 | 181,708 | 272,562

NYSERDA has developed initial evaluation plans with the intention of providing the necessary rigor and
reliability for metrics used by the NYISO and transmission and distribution system planners. NYSERDA
will continue to work with DPS Staff and the EEPS Evaluation Advisory Group to devise final evaluation
plans that meet established protocols and produce results that can be used as inputs for system planning

and forecasting.
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6.3, GENERAL EVALUATION APPROACH

Evaluation Goals

The primary goal of the Loan Fund Program evaluation is 1o assess the energy and demand savings
attributable to program activities. Secondary goals are developing an understanding of the market for
tailoring the program to the needs of the audience and maintaining an efficient program delivery

mechanism.

Brief Overview of the Evaluation Approach

The evaluation approach presented in this section was designed based on NYSERDA's current plans for
the design and administration of the Loan Fund Program, and in the absence of complete knowledge
about final evaluation protocols, and potential funding set-asides and plans for overarching evaluation
projects that would serve the needs of all EEPS program administrators. Thus, these plans have been
prepared in order 10 afford NYSERDA and its independent contractors flexibility to adapt the evaluation
approaches that best suit the program as implemented once a greater understanding is in place regarding
final evaluation protocols and funding.

To the extent that NYSERDA s original New York Energy $mart™™ Loan Fund Program can be
evaluated using the same approaches and time lines outlined in this section, NYSERDA will supplement
this plan to include additional resources from the enhanced SBC3 evaluation funding. NYSERDA's
estimated evaluation budget for this program includes a set-aside for developing a full evaluation plan, an
effort that will involve DPS Staff and the EEPS Evaluation Advisory Group.

Evaluation Budget

To adequately cover the plans described herein, NYSERDA expects the Loan Fund evaluation budget
may need to be greater than 5% of program funding minus the set-aside for statewide studies and other
overarching costs borme by program administrators. The majority of the Loan Fund Program evaluation
budget likely will be allocated to impact evaluation (approximately 70%). The remaining program
evaluation funds will be split between process evaluation (20%) and market evaluation (10%).

Evaluation Schedule

Evaluation studies included as part of the Loan Fund Program evaluation plan are shown in the table
below along with the time frame for their anticipated completion.

Tabhle 11139, Loan Fund Program Evaluation Schedule

Evaluation Element Expected Completion
2009 2010 2011 |
Impact - M&V X (if pre-post design | X (if pre-post design X
possible) possible)
Impact - Net-to-Gross FR FR, 50 FR,50
Process Evaluation X
Market Evaluation J X

FR = Freeridership study SO = Spillover study
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Impact Evaluation

Measurement and Verification

The great diversity in types of projects, sectors and technologies expected to be funded through the Loan
Fund presents a challenge in terms of conducting a comprehensive, rigorous evaluation with limted
evaluation budget. Participation in the existing SBC Loan Fund program will be examined during the
detailed evaluation planning process. This examination will be used to determine the likely distribution
of future Loan Fund participants by sector and technology. The measurement and verification plans will
be developed based upoen surveying samples stratified across these distributions. The most efficient and
rigorous evaluation design will be to group projects into homogenous groups. And the most efficient and
rigorous methods depend upon the availability of usage data, the project type, sector and technology.
Those groups with the largest expected savings will be targeted for rigorous evaluation efforts. The
process of applying for a loan and watting for approval may allow collection of pre- and post-instaliation
data to be undertaken if well-coordinated with the program effort. This would allow NYSERDA to
conduct billing analyses for each homogeneous group, resulting in a realization rate specific to that group.
This could offer the highest rigor evaluation.

Efficient sample sizes will be chosen using stratified ratio estimation (SRE) on electricity savings,
targeting a 90/10 confidence / sampling precision level for the statewide program for each targeted
homogenous evaluation group. If budget permits, the sample could be expanded to target 90/10 at the
utility territory level.

Measurement & Verification will be completed in 2011. Until the planned evaluations are completed,
NYSERDA can use the realization rate derived from past Loan Fund evaluation work to report savings.

Net-to-Gross

NYSERDA intends to explore participant and non-participant spillover and participant free ridership by
using an enhanced self-report survey process with multiple decision-makers including building owners,
chief financial ofticers, bank officials, etc. involved in adopting energy efficiency measures. Proper
examination of the muluple decision-makers, their Jevel of influence and when decisions occur can
provide higher quality free ridership estimates. The surveys will include alternative inquiries to test and
provide construct validity for the net-to-gross (NTG) estimates. Sample sizes will be calculated to target
90% confidence and 10% sampling precision for the statewide program. 1f budget permits, 90/10
confidence/precision could be achieved at the utility level.

Ingquiries on influences in decision making will likely produce the most reliable recall when they are
conducted closer to the point of the decision. Thus, free ridership inquiries will be completed 1n 2009,
2010 and 2011 for projects completed in each of those three years. Spillover decisions, however, are
made after project implementation. The spillover inquiries are planned for 2010 and 2011. The 2012
spillover rate for 2011 participation can be based upon the findings from the 2010 and 2011 spillover
studies,

Until the planned evaluations are completed, NYSERDA can use a savings-weighted NTG ratio derived
from past Loan Fund evaluation work.

Process Evaluation

Process evaluation will focus on the participation and decision making process of the borrowers and the
financial institutions who work with them. Additionally, those who have not participated in the program
{but instalted measures through a NYSERDA incentive programs) or applicants to the Loan Fund that
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never installed measures will form a partial participant population. Those who never applied for a loan
will form a non-participant population that will also be part of the process evaluation effort. Areas of
inquiry expected for the process evaluation work include:

*  Aurition analysis focusing on the reasons for non-participation and drop oul at different stages of the program

*®  Barriers to participation and program awareness

®  Eiffectiveness of loan in reducing barriers to installation of energy efficiency measures

¢ Overall customer satisfaction with the program participation process

¢ Role of financial instiwtions and their management of project process

®  QOverall satisfaction by financial institutions with the program processes

®*  Examination of customer decision making

®  Comparison of the customer characteristics for participants of the Loan Fund Program versus the participant
characteristics among the alternative incentive programs'”

.

Comparison of the decision making between these two groups to understand the customer choice between these
alternatives

The process evaluation work wiil generate aciionabie recommendations for improvements to the program.
It is expected that process evaluation will be conducted approximately a year after the program start date
so as to provide early feedback regarding the program processes and participation rates.

Market Assessment

The market characterization and assessment evaluation will collect primary data via interviews with key
market actor groups, focusing on expected program outputs and outcomes, market indicators, and
researchable issues identified in the program theory and logic model. The effort will examine progress
made toward achieving the expected outputs and outcomes by comparing current results with baseline
measurements developed in prior program evaluations. 1n addition, the data collection effort will further
explore 1ssues raised durning the process evaluation (which is scheduled to occur in 2009, one year before
the market work), to expand on process-related recommendations for program improvements and provide
guidance for program design and targeting. Given the limited evaluation budget, these market assessment
inquiries will be a component of the NTG surveys being conducted for the impact evaluation.

Evaluation Plan Variations

Given the level of uncertainty regarding final evaluation protocols, statewide studies to be conducted by
all program administrators, and funding levels needed to support overarching evaluation studies and
activities, the evalvation plan presented in this section should be viewed as scalable and flexible.
Specifically, if the total evaluation budget for this program were reduced, NYSERDA would first remove
funds from the market and then process evaluation work areas. These areas could be limited in terms of
their sample sizes, if needed. Conversely, if more of NYSERDA's total evaluation funding could be
allocated to this program, the additional funds would be used to expand and increase the rigor of impact
evaluation work.

4 . . . . . A
" The evaluation planning and instrument development will be coordinated across program evaluations so the data
is available to make these comparisons.
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6.4. MARKET SEGMENT NEFD

Historically the Loan Fund has been viewed as an enabling program, working with lenders to offer
financing at altractive rates to improve the paybacks on energy efficiency projects. The T.oan Fund will
continue to enable customers to implement energy efficiency projects that might not fit into any other
commercial incentive programs. Lenders will continue to work with NYSERDA and recognize the
benefits of investing in energy efficiency.

6.5. COORDINATION

The Loan Fund will coordinate with other incentive programs administered by NYSERDA to ¢nsure no
overlap. As the EEPS On-Bill Financing model is developed, further coordination with the utilities will
be necessary to avoid contlicting financing programs. This coordination has already begun as
NYSERDA is a participant in the On-Bill Financing Working Group.

6.6, CO-BENEFITS

The Loan Fund has historically included fuel integration and non-energy benefits in its program design.
Certain pre-qualified non-electric measures related 10 the building cnvelope and heating have been a part
of the Loan Fund since its inception. Additionally the Loan Fund has evaluated the eligibility of custom
gas equipment for the reduced interest rate financing. For certain projects that may not meet a 10-year
payback strictly on energy savings, other non-energy related criteria could be used to make the project
eligible: job creation or retention; health, safety, and environmental benefits; renewable measures; green
building measures; and increased capacity or process improvements. The Loan Fund is also used to
educate the lending community on how energy efficiency improvements improve building valucs and
their customers’” operating income.

6.7. PORTFOLIO BALANCE

The Loan Fund will give customers who require up-front financing an opportunity to obtain low-cost
financing. The Loan Fund will also fill the gap in incentive programs for those customers whose project
cannot qualify for commercial incentive programs. The Loan Fund may also be able to complement
utility financing programs once the components of On-Bill Financing are developed.

6.8. DEPTH OF SAVINGS

The Loan Fund wili continue to assist customers in implementing comprehensive energy efficiency
projects. With the addition of gas funding, the Loan Fund will also be able to reach customers desiring to
improve the efficiencies of commercial kitchens and manufacturing processes. The Loan Fund will allow
customers with no other access to financial assistance for their energy project the opportunity (o receive
low cost financing. The Loan Fund will enable customers to implement recommendations from technical
assistance audits.

6.9. UNDERSERVED MARKETS

Local economic development corporations. or LDCs, typically are one of the first organizations contacted
by small businesses seeking assistance to locate or expand their companies. Many LDCs can provide
loans to small businesses, and some meet the current definition for participation as lenders in the Loan
Fund and have chosen not to participate. NYSERDA sees participation by these organizations as means
to reach a large underserved population across the state. Staft will make special efforts to recruit LDCs
into the Loan Fund and the Loan Fund will revisit its requirements for participation by lenders to permit
inclusion of more LDCs.
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6.10. COMMITMENT

The L.oan Fund already has the momentum, lender network, support contractor, and exposure to quickly
incorporate funds under EEPS and assist customers. The design of the Loan Fund and the evaluation
criteria would be adjusted to reflect the decision to remove overlapping program incentives.

6.11. CUSTOMER QOUTREACH

The Loan Fund support contractor currently works with lenders and economic development organizations
to reach out to customers. The contractor will be engaged to expand its outreach, using its network of
contacts in the industrial, manufacturing, construction, and finance sectors to reach additional customers
and lenders. In addition, NYSERDA will expand its current efforts and use an integrated marketing and
outreach approach to increase the number of commercial/industrial customers that participate in its
programs. Marketing and outreach will largely be accomplished through the Energy Smart Focus
initiatives which target various sectors of the commercial/industrial market with tailored messages, one-
on-one interactions, and other strategies that encourage efficiency practices. Based on experience to date,
an additional investment in the Energy Smart Focus imitiatives is expected to result in a direct increase in
both the quantity and quality of projects entering core incentive programs. (Early indicators suggest a 30-
60% participation rate after receiving assistance through the Energy Smart Focus initiatives.).

Sectors to be targeted include K-12 schools, healthcare facilities, commercial real estate, the hospitality
industry, local govemments, state buildings, and water/waste-water facilities. The Focus initiatives will
educate customers about advanced technologies and processes that provide the most cost-effective
efficiency projects. Additional funding for marketing and outreach will be used to develop new methods
that improve a streamlined handoff process to direct incentive programs. In addition to the sector
approaches, each of the incentive programs will implement targeted outreach and marketing strategies to
disseminate information about the benefits of participation Marketing and outreach will also occur at the

divisional and Authority level to more generally expand understanding of services available from
NYSERDA.

6.12. COLLABORATIVE APPROACH

The Loan Fund has engaged consultants, members of the lending community, and consumers in the
development of and modifications to the Loan FFund. Discussions with members of Working Group VI
(On-Bill Financing) indicate a desire to continue the Lean Fund with a complementary on-bill
mechanism. As those details are determined, further adjustments to the Loan Fund may be necessary.

6.13. FUEL INTEGRATION

The Loan Fund has historically been a mechanism for both electric and gas energy-efficiency. As funds
have become available, gas measures have been expanded beyond those related to the building envelope
to include commercial kitchen equipment. Restaurants and institutions have availed themselves of these
offerings to improve the efficiency of food service equipment. The addition of statewide gas funding will
allow the Loan Fund to offer reduced-rate financing for these types of measures to a greater range of
customers engaging in comprehensive projects that include both electric and gas measures.

6.14. TRANSPARENCY
Evaluations for the Loan Fund are available upon request from NYSERDA and include Market

Characterization, Market Assessment, and Causality; Program Cost-Effectiveness Assessment; Logic
Model Development; and Process Evaluations. Program results will be made available by NYSERDA on
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its Web site. NYSERDA is aiso working with DPS Staff toward development of a uniform tracking
system to increase transparency of program results.

6.15. PROCUREMENT

Program delivery will be accomplished by a contractor procured competitively.

6.16. APPENDIX 3 EFFICIENCY PROGRAM SELECTION CRITERIA

This section provides screening metrics for the Loan Fund Program required per Appendix 3 of the
Commission’s June 23, 2008 EEPS Order. As discussed earlier, NYSERDA intends to provide screening
metrics related to electric and gas rate impacts (Screening Metrics 2, 3, 4, 8, 10, 11, and for the suite of
programs Screening Metrics 1 and 2) in a separate supplemental filing. Also, for reasons described
earlier, estimated MWh and coincident peak MW reductions in 2015 if the program continues to expand
and extends through 2015 (Screening Metrics 5a and 6a) are not included.

Total Resource Cost Test Benefit/Cost Ratio (Screening Metric 1)

Table 111-40 shows the resource savings and average measure life used as inputs for the benefit/cost
analysis. Table III-41 shows the present value of the costs and benefits used in the analysis. Table 111-42
shows the Program Administrator Cost (PAC) and Total Resource Cost (TRC) results. Appendix A
provides additional information on benefit/cost definitions and inputs.

Table I11-40. Loan Fund Program Cumulative Annual Savings

. |
Average Life .
Program of Cumulative . Cumulative %
Years Electric/Gas Annual Cumulative Annua?l Fuel Downstate
Mw Savings (Con
Measures GWh/Year (MMBtu) Edison)
(Years)
With Electric 2009-2011 16/18 23.1 4.8 272,562 12%
and Gas
Funding
Electric 2005-2011 16/ 18 23.1 4.8 156,300 12%
Funding Only

Table 111-41. Loan Fund Program: Program and Participant Costs (net of administration and evaluation)

{$2008)
T
Present Value of ‘ Present Value of Resource
Program Present Va!u-e of Program Benefits ($millions)
. . and Participant Costs
Administrator Cost ($millions)

($millions) m

With Electric and Gas $12.6 $22.5 $70.8
Funding

Electric Funding Only $114 $21.6 $52.8
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Tahle 111-42. Loan Fund Program Benefit-Cost Ratios

r
Program ?::I)sutlinistramr Total Resource Cost (TRC)
(PAC) Test Test
With Electric and Gas Funding 5.6 3.1
| Electric Funding Only 4.6 24

Total Resource Cost Test Benefit-Cost Ratio with Carbon Externality (Screening Metric 8)

Table 111-43 shows the PAC and TRC test results when the estimated benefits of carbon reduction are
included. Carbon was valued at $15 per ton, as directed by DPS in the Order, resulting in a total present
value of carbon benefits of $4.7 million for both electric and gas funding or $3.5 million for electricity
funding alone.

Table 111-43. Loan Fund Program Benefit-Cost Ratios with Carbon

Program Administrator Cost
(PAC) Test Total Resource Cost (TRC) Test
With Eleclrl_c and Gas 6.0 34
Funding
Electric Funding Only 45 2.6

MWh Saved in 2015 (Screening Metric 5b)

Assuming the program functions only for as long as proposed, the Program is expected o achieve 23,124
MWh (cumulative annual) in 2015.

MW of Coincident NYISO Peak Saved in 2015 (Screening Metric 6b)

Assuming the program functions only for as long as proposed, the Program 1s expected to achieve 4.8
MW (cumulative) of coincident peak reduction in 2015.7°

Peak Coincidence Factor of MWh Saved in 2015 (Screening Metric 7)

The peak coincidence factor is a measure of the exient to which the MWh savings is concentrated at the
time of system peak. The peak coincidence factor for the program is 0.55.”"

* NYSERDA defines coincident on-peak period as being between | 2:00 noon to 6:(0 PM on non-holiday weckdays from June

1 through August 31.
2! peak coincidence factor = annisal MWh saved/(MW saved on peak)(8.760 hours). For this equation, annual MWh saved is the
curmulative annual savings expected in 2015 if the program is offered only as long as proposed. i.e., Screening Metric 5b.
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Number of Participants as a Percentage of Customers in the Class (Screening Metric 9)

Table I11-44 shows the number of expected program participants as a percentage of the number of

customers in the class. The number of expected program participants represents NYSERDA’s best
estimate of participation for the current funding request through 2011 excluding those projects that
historically accessed two or moere programs.

Table I11-44 Loan Fund Program Participants as a Percentage of Customers in Class

. - Participanis as a
Customer Class Number of Cur].tomers n Number of Anl_‘l(.:lpate(‘i Percentage of Number
Class Program Participants .
of Customers in Class
Commercial - Electricity 1,002,856 90 0.0%
Industrial - Electricity 7.715 133 1.7%
Commercial — Natural Gas 358.504 90 0.03%
[ndustrial — Natural Gas 14,357 135 0.9%

: Sources: DPS Five Year Index Book of Files and DPS Electricity and Natural Gas Retail Aceess Migration Reporis. Electricity figures do not
include LIPA, municipal electric ulility, rural electric cooperative, or NYPA customers. Gas figures do not include Keyspan/Long Island
customers. Retail Access Migration Reports do nol scparate commercial and industrial customers and label all-such custonkers as “non-
residential”. Commercial and industrial customers estimaled by NYSERDA.
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7. BIDDING PROGRAM (ELECTRIC AND NATURAL GAS)

In its June 23, 2008 Order™ (Order), the Commission established the EEPS and approved an expansion of
existing energy efficiency programs. Pursuant to the Order, NYSERDA presented a plan in its 60 Day
Filing to expand its existing activities in industrial and process efficiency.

As part of the development of and subsequent to the NYSERDA 60 Day Filing, discussions with
stakeholders and DPS Staft indicate an interest in enhancing program activities provided for in the Order
by developing a new block bidding program for industrial and process efficiency participants.
NYSERDA proposes to work with the Commission, DPS Staff, and interested stakeholders to develop a
bidding program as an innovative means to help accomplish the MWh goals for the Industrial and Process
Efficiency Program as identified in the Order and the NYSERDA 60 Day Filing.

7.1. DESCRIPTION OF PROGRAM

The Bidding Program will be designed based on:

®* Bidding programs administered by NYSERDA such as the Aggregated Load Reduction Program,
Renewable Portfolio Standard, and the Regional Greenhouse Gas Initiative.

® Past New York State demandside management bidding experience of NYSERDA as bidder and
contracted MWh deliverer, utilities as administrators, and PSC and DPS as regulator and manager.

®  Other bidding programs such as Con Edison’s Targeted Program, Xcel Energy’s Custom Efficiency
Program, and Connecticut Light and Power’s Request for Proposal Program.

Final program design and solicitation release is planned for 2009 based on research described above as
well as input from stakeholders, the Commission, and DPS Staff. 1t is anticipated that customers will be
invited to compete on their own or in partnership with third party contractors for performance-based
energy efficiency funding. Participants will be required to specify the amount of funding needed to
implement specific projects within PSC Order(s) and the subsequent set of program guidelines to be
designed. Program design and bid selection criteria will be developed to assure a transparent process that
results in technically sound proposals that provide the best return on investment for ratepayer funds.

Selected projects will receive incentives for delivering measured and verified energy etficiency resources.
Incentive payments will be performance-based and will be paid over a multi-year performance period.
Payments would occur in multiple stages, at project completion, field verification and on a performance
basis over the monitoring period.

7.2. DEMAND REDUCTION AND SYSTEM BENEFITS

NYSERDA has demonstrated success in delivering summer peak-demand reductions throughout the state.
NYSERDA exceeded the 150MW goal established by the PSC for the System Wide Program in Con
Edison’s service territory. NYSERDA provides financial incentives for measures such as chiller
efficiency improvements that reduce summer peak demand. In addition, NYSERDA promotes recent
advances in technology that integrate energy efficiency and demand response.

* Case 07-M-0548, Proceeding on Motion of the Commission Regarding an Energy Efficiency Portfolio Standard,
Order Establishing Energy Efficiency Portfolio Standard and Approving Programs, (issued and effective June 23,
2008).

70




Peak-demand reductions from energy efficiency projects can result in reduced capacity requirements for
the New York Independent System Operator (NY1S0) and potentially defer utility transmisston and
distribution infrastructure upgrades. NYSERDA is working with the NYISO and the evaluation task
torce to ensure that EEPS-funded resources can be used in system planning.

The Bidding Program will provide energy savings by offering:

®  @Gas savings to Industnial and Process Efficiency Program participants
* Electricity and gas savings to large commercial and institutional participants

The industrial electric MWh for the Bidding Program will be procured within the MWh and funding
levels established in the Order and the NYSERDA 60 Day Filing. NYSERDA proposes to allocate a
portion of electric budget savings goals from the Industrial and Process Program in the NYSERDA 60
Day Filing based on 33% of the budget and goals from the final two years (2010 and 2011). This
allocation of budget and goals between the new proposed bidding program and the previously Ordered
program would be subject to appropriate discussion among the PSC, DPS, stakeholders, and NYSERDA.

The industrial natural gas MMBTU and the large commercial and institutional electric MWh and gas
MMBTU will be procured in the Industrial and Process Efficiency Program proposed in this NYSERDA
90-day Proposal. Natural gas funds and goals would use the same allocation method as electric funds and
goals.

The commercial and institutional electric MWh and natural gas mmBtu savings will be achieved with
new funds and resource deliveries not otherwise contained in the June 23, 2008 Order or elsewhere in this
proposal.

Table 111-45 Commercial and Institutional Segment of the Bidding Program — Total Program
Expenditures —Electric (projected and net of administration and evaluation) 2009-2015

2009 2010 2011 2012 | 2013 | 2014 | 2015 | Total

Annnal EEPS
Spending

$403,920 | $5,183,640 | §7,876,440 $0 $0 $0 $0 | $13,464,000

Projected Outreach/Marketing costs: $202,500 in 2009; $202,500 in 2010; $31,234 in 2011.

Table I11-46, Commercial and Institutional Segment of the Bidding Program — Installed MWh Impacts
(projected) 2009-2015

2009 | 2010 | 2011 2012 | 2013 | 2014 | 2015

Annual Savings installed in the

0 | 24,000 | 36,000 0 0 0 0
current year

Annual Savings installed in prior

| n/a 0 | 24,000 | 36,000 | 60,000 | 60,000 | 60,000
years

Cumulative Annual Savings | O 24,000 | 60,000 | 60,000 | 60,000 | 60,000 | 60,000
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NYSERDA has developed 1nitial evaluation plans with the intention of providing the necessary rigor and
reliability for metrics used by the NYISO and transmission and distribution system planners. NYSERDA
will continue 1o work with DPS Staff and the EEPS Evaluation Advisory Group to devise final evaluation
plans that meet established protocols and produce results that can be used as inputs for system planning
and forecasting.

7.3. EVALUATION

Projects selected through the Bidding Program will ultimately participate and receive incentives through
either the Existing Facilities or Industrial Process and Efficiency programs. The primary goal of the
evaluation will be to measure and verify energy savings attributable to the program. A secondary goal

will be to assess and provide information to improve program implementation processes for this new
offering.

Given the significant amount of energy savings expected from the selected projects, and the stratified
sampling approach planned for impact evaluation, NYSERDA expects that each project selected through
the Bidding Program will be examined in the overall evaluation of the programs in which they ultimately
enroll. NYSERDA further expects that the projects selected through the RFP will have unique process
issues and research questions and will ensure that these are sufficiently addressed as part of the overall
process evaluation of the incentive programs.

The timing of impact and process evaluation efforts will likely follow the timing outlined for the incentive
programs where the selected projects receive their funding. However, as the RFP process and resultant
projects are implemented, NYSERDA will more fully assess timing of the evaluation on this program
element and refine as necessary.

Evaluation funds associated with the Institutional Bidding Program will be added to the incentive
programs in order to ensure projects selected through this mechanism are appropriately represented in the
evaluation.

7.4. MARKET SEGMENT NEED

As part of the development of and subsequent to the NYSERDA 60 Day Filing, discussions with
stakeholders and DPS Staff indicate an interest in enhancing program activities provided for in the Order
by developing a new bidding program for Industrial and Process Efficiency participants. NYSERDA
proposes to work with the Commission, DPS Staff and interested stakeholders to develop a bidding
program as an alternative procurement approach.

7.5. COORDINATION

NYSERDA will closely coordinate efforts with each of the investor owned utilities to enhance
participation. Working with the largest industrial, commercial, and institutional users will be highly site
specific and require flexible approaches. NYSERDA is currently engaged in collaborative discussions
with utilities to determine how best to coordinate program delivery to maximize resources acquired and
minimize confusion. Ata minimum, NYSERDA will continue this collaboration.

This effort will also coordinate outreach with trade associations (Multiple Intervenors (MI), the
Manufaciurers” Association of Central New York (MACNY) and the Business Council of New York
State (BCNYS), REBNY, BOMA, ASHRAE, Association of Energy Engineers, the New York Energy
Consumers Council, etc.), and NYSERDA’s contractors.
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7.6. CO-BENEFITS

The benefits of this Program include economic development, improved competition for New York firms
as a result of lower aperating costs, increased productivity, and increased employment. The industral
sector is highly stressed by global competition. The Bidding Program will assist in retention and growth
in New York of industrial and process businesses.

7.7. PORTFOLIO BALANCE

NYSERDA offers a portfolio of complementary programs that provide customers with a holistic approach
to their energy projects. By offering a variety of programs, all customer classes can identify opportunities
that meet their needs. The Bidding Program will add another component and further balance the EEPS
portfolio.

7.8. DEPTH OF SAVINGS

In order to maximize competition and achieved the savings in the bidding program, industrial and
commercial customers will be encouraged to participate and include a broad range of cost-effective,
technically sound measures into their proposals.

7.9. UNDERSERVED MARKETS

Since the inception of the New York Energy $mart™™ program, NYSERDA has offered a portfolio of
programs for commercial and industriat customers. These programs range from FlexTech, which can
identify energy efficiency opportunities, to financial incentives that reduce implementation costs.

NYSERDA has enjoyed working successfully with industrial, commercial, and institutional users but
believes that these markets can be served more efficiently and more cost-effectively. The bidding
program will provide an opportunity for industrial and commercial participants with a new, flexible and
mutually beneficial program option. Eligible participants will be encouraged to propose large,
comprehensive energy projects that maximize return on ratepayer investment.

7.10. COMMITMENT

Sufficient time and surety of program availability for an extended timeframe will be a key to program
SUCCess.

7.11. CUSTOMER QUTREACH

Due to the specific nature of the Bidding Program, outreach’™ to industrial and commercial participants
will use a targeted approach emphasizing the bidding program where appropriate within the context of the
entire EEPS portfolio. These efforts will utilize and develop strong relattonships with key market players.
NYSERDA’s outreach strategy will focus on direct and continuous customer contact.

NYSERDA will build upon its relationships within the industrial, commercial, and institutional sectors

through the use of common stakeholders, industry-specific organizations, civic organizations, and trade
associations such as ASHRAE, Association of Energy Engineers, the New York Energy Consumers
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Council. Multiple Intervenors (MI), the Manufacturers® Association of Central New York (MACNY) and
the Business Council of New York State (BCNYS).

7.12. COLLABORATIVE APPROACH

In the fall of 2008 in Syracuse, NYSERDA, with partnership and assistance from the Manufacturer’s
Association of Central New York (MACNY), will be conducting a meeting of industrial stakeholders.
The meeting will review and seek input to strengthen NYSERDA industrial program offerings including
the Bidding Program. Promoting industrial process improvements for the purpose of energy-efficient
state economic development will be a primary focus. Representatives working in many facets of the
manufacturing sector and its energy use have been invited in order to gain a broad perspective. The
introduction will be followed by an overview of existing and new program activities. In the second half
of the meeting, NYSERDA will solicit perspectives in a roundtable discussion.

NYSERDA has participated in numerous collaborative meetings with representatives of New York’s
investor-owned utilities and key stakeholders such as the New York City Economic Development
Corporation to discuss cooperatively a strategy to best serve customers. NYSERDA program staff have
been in contact with consultants, contractors, building owners, utility staff, trade associations, and
vendors throughout delivery of the New York Energy $mart™ programs and have built an important
knowledge base for program development. NYSERDA will build on and continue this collaboration
through the EEPS time frame.

7.13. FUEL INTEGRATION

Fuel Integration will be particularly important to the Bidding Program. Limiting this program to electric-
only incentives will limit the number of projects eligible and the interest of the target sector. Supporting
sophisticated energy users in their decision making process through a fuel neutral bidding program will
encourage participants to develop projects that are most cost effective, beneficial and timely regardless of
fuel source.

Integrated gas and electric funding is particularly imporiant to the manufacturing sector. Integrated
funding will deliver the greatest cost-effective market penetration and maximize the benefits of ratepayer
investment. Gas consumption in many manufacturing processes costs more annually than electricity.
Based on NYSERDA s 30-year relationship with industry in New York, the inability of a program to
comprehensively address efficiency opportunities in a manufacturing facility will dampen interest in the
program and raise the cost to ratepayers of meeting 15 x 15 goals.

HVAC, envelope, and industrial systems generally involve the use of heating and cooling, often in the
same system. In order to be objective and effective, customer decisions about the costs and impacts of
energy efficiency measures require an integrated approach.

Service providers such as architecture and engineering firms, energy service comparnies, construction
firms, HVAC contractors, and supply houses generally provide integrated services and address all energy
sources. They are involved in the same integrated decisions as customers.

Integrated gas and electric funding will deliver the greatest cost-effective market penetration and
maximize the benefits of ratepayer investment.

7.14. TRANSPARENCY

Program descriptions are available on NYSERDA’s Web site. Historical data on the Industrial Process
and Product Innovation Research and Development Program and the Existing Facilities Program are
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available in past New York Energy $mart™ evaluations. Future evaluations of this program will be
available on-line. Program results will be made available by NYSERDA on its Web site. NYSERDA is
also working with DPS Staff toward development of a uniform tracking system to increase transparency
of program results.

7.15. PROCUREMENT

Final program design and solicitation release is planned for 2009 based on research described above as
well as input from stakeholders, the Commission, and DPS Staff . It is anticipated that customers will be
invited to compete on their own or in partnership with third party contractors for performance-based
energy efficiency funding. Participants will be required to specify the amount of funding needed to
implement specific projects, within the bounds of PSC Order(s) and the subsequent set of program
guidelines to be designed. Program design and bid selection criteria will be developed to assure a
transparent process that results in technically sound proposals that provide the best return on investment
for ratepayer funds.

Selected projects will receive incentives for delivenng measured and verified energy efficiency resources.
Incentive payments will be performance-based and will be paid over a multi-year performance period.
Payments would occur in multiple stages, at project completion, field verification and on a performance
basis over the monitoring period.

7.16. APPENDIX 3 EFFICIENCY PROGRAM SELECTION CRITERIA

This section provides screening metrics for the Bidding Program for Institutional projects required per
Appendix 3 of the Commission’s June 23, 2008 EEPS Order. As discussed earlier, NYSERDA intends to
provide screening metrics related to electric and gas rate impacts (Screening Metrics 2, 3,4, 8, 10, 11, and
for the suite of programs Screening Metrics 1 and 2) in a separate supplemental filing. Also. for reasons
described earlier, estimated MWh and coincident peak MW reductions in 2015 if the program continues
to expand and extends through 2015 (Screening Metrics 5a and 6a) are not included.

Total Resource Cost Test Benefit/Cost Ratio (Screening Metric 1)

Table III-47shows the resource savings and average measure life used as inputs for the benefit/cost
analysis. Table [11-48 shows the present value of the costs and benefits used in the analysis. Table I11-49
shows the Program Administrator Cost (PAC) and Total Resource Cost (TRC) results. Appendix A
provides additional information on benefit/cost definitions and inputs.

Table III-47. Bidding Program — Commercial and Institutional Segment: Cumulative Annual Savings

Average Life of Cumulative %
Electric / Gas Cumulative Annual Fuel Downstate
Program Measures Annual Cumulative Savings {Con
Years (Years) GWh/Year MW (MMBtu) Edison)
Electrie
and Gas 2009-1020 16-18 60.0 16.8 210,000 ARG
Funding
Elecltric
Funding 2009-2011 16 60.0 19.8 210,000 8%
Only
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Table 111-48. Bidding Program — Commercial and Institutional Segment: Program and Participant Costs
($2008)

Present Value of Present Value of Program Present Value of Resource
Program o BT Benefits ($millions)
. and Participant Costs
Administrator Cost ($millions)
($millions}
Electric and Gas Funding $13.9 57.0 $130.2
Electric Funding Only . $11.3 $46.2 $95.1

Table I11-49. Bidding Program — Institutional: Benefit-Cost Ratios

Program AJMInItralor | Total Resource Cost (TRC)
(PAC) Test Test
Electric and Gas Funding 9.9 24
Eleciric Funding Only 8.9 2.2 N

Total Resource Cost Test Benefit-Cost Ratio with Carbon Externality (Screening Metric 8)

Table I11-50 shows the PAC and TRC test results when the estimated benefits of carbon reduction are
included. Carbon was valued at $15 per ton, as directed by DPS in the Order, as directed by DPS in the
Order, resulting in a total present value of carbon benefits of $7.6 million for electric and gas savings and
$5.5 million for electric only.

Table III-5¢. Bidding Program — Commercial and Institutional Segment: Benefit-Cost Ratios with Carbon

Program Administrator Cost
(PAC) Test Total Resource Cost (TRC) Test
Electric and Gas Funding 9.9 24
Electric Funding Only 8.9 22

MWh Saved in 2015 (Screening Metric 5b)

Assuming the program functions only for as long as proposed, the Program is expected to achieve 60,000
MWh (cumulative annual) in 2015.

MW of Coincident NYISO Peak Saved in 2015 (Screening Metric 6b)

Assuming the program functions only for as long as proposed, the Program is expected to achieve 19.8
MW (cumulative) of coincident peak reduction in 2015.”*

' NYSERDA defincs coincident on-peak period as being between 12:00 noon to 6:00 PM on summer non-holiday weekdays.
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