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ABSTRACT

The New Solar Homes Partnership Program is part of a statewide solar program known as the
California Solar Initiative. The New Solar Homes Partnership provides financial incentives for
installing solar energy systems on new residential buildings. Incentives from the New Solar
Homes Partnership are intended to help create a self-sustaining market for solar homes that
incorporate high levels of energy efficiency and high-performing solar energy systems. The
buildings must achieve energy efficiency levels greater than the requirements of the Building
Energy Efficiency Standards, Title 24, Part 6. The final incentive amount will be determined by
the expected performance of the system.

This guidebook details the eligibility requirements, rules, and process for reserving and
claiming an incentive under the NSHP.

Keywords: New Solar Homes Partnership, NSHP, Energy Commission, PV, solar energy
system, energy efficiency, standards, Title 24 Part 6, tier, incentive, CECPV Calculator, HERS
Rater, field verification, Program Administrator, shading, module, inverter, plan check
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What’s New in This Guidebook?

Below are the major changes in this edition of the New Solar Homes Partnership Guidebook as
compared with the September 2012 5t edition of the NSHP Guidebook:

General Program Changes

A builder/developer may be an interim lessee or interim signatory of a PPA for the
purpose of obtaining an NSHP incentive reservation. However, prior to submitting a
payment claim package, the lease or PPA must be transferred from the
builder/developer to the homeowner. For reservation applications with the
builder/developer as an interim lessee or interim signatory to a PPA, a completed lease
or PPA transfer document, as well as the referenced lease or PPA, must be submitted to
the program administrator prior to expiration of the reservation. The program
administrator will verify that these documents meet the document requirements
outlined in Chapter II, Section O. An applicant that obtains a reservation based on the
builder/developer as an interim lessee or interim signatory of a PPA assumes the risk of
having to complete the system installation, transfer the lease or PPA to the homeowner,
and submit a payment claim prior to the expiration date of the reservation. Any such
applicant that fails to satisfy these requirements prior the expiration date of the
reservation must reapply for NSHP funding pursuant to the rules in place at the time of
reapplication and that reapplication is subject to funding availability. Applicants are
therefore encouraged to plan accordingly when applying for NSHP reservations.

Vi



CHAPTERI:

Introduction

The New Solar Homes Partnership (NSHP) provides financial incentives and other support for
installing eligible solar energy systems on new residential buildings! that receive electricity
from specified investor-owned utilities.? The California Energy Commission implements the
NSHP in coordination with the California Public Utilities Commission (CPUC) as part of the
overall California Solar Initiative. This guidebook describes the requirements to receive
incentives for constructing energy efficient, solar homes under the NSHP.

A. Purpose

The goal of the NSHP is to create a self-sustaining market for solar homes where builders
incorporate high levels of energy efficiency and high-performing solar energy systems. The
NSHP provides financial incentives and nonfinancial assistance in the form of builder and
market support to accomplish this goal.

B. Program Overview

The NSHP is part of a comprehensive statewide solar program known as the California Solar
Initiative (CSI). Senate Bill 1 (SB 1)° establishes three goals of the CSI: 1) to install 3,000
megawatts (MW) of distributed solar electric capacity in California by the end of 2016; 2) to
establish a self-sufficient solar industry in which solar energy systems are a viable mainstream
option in 10 years, and 3) to place solar energy systems on 50 percent of new homes in 13 years.
The NSHP seeks to achieve 400 MW of installed solar electric capacity in California by the end
of 2016.

The Energy Commission and the CPUC each administer separate but coordinated elements of
the CSL

The NSHP is administered by the investor-owned utilities, (IOUs), Pacific Gas and Electric
Company (PG&E), Southern California Edison Company (SCE), and San Diego Gas & Electric
Company (SDG&E), for their respective service areas. These entities administer the NSHP on
the Energy Commission’s behalf in accordance with their respective agreements with the
Energy Commission. The Energy Commission provides oversight of the program and program
administration for eligible customers of Bear Valley Electric Service (BVES).

1 See Chapter II, Program Eligibility Requirements, for the definition of new residential buildings.
2 Eligible electric utilities are Pacific Gas and Electric Company, Southern California Edison Company,
San Diego Gas & Electric Company, and Golden State Water Company (doing business as Bear Valley
Electric Service).
3 SB 1 (Murray), Chapter 132, Statutes of 2006, § 4, as codified in Public Resources Code sections 25780 —
25784.
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The NSHP program provides two incentive structures, one for conventional or market-rate
housing and affordable housing common area projects, and another for qualified affordable
housing residential projects. For market-rate housing and affordable housing common area
projects, the incentive rate is determined by the energy efficiency level of the residential
building. The NSHP offers a higher incentive to affordable housing residential projects because
the affordable housing industry often faces more difficulties in the financing and incorporation
of solar energy systems in its developments than do conventional housing developments.*

To qualify for an incentive, both the residential building and the installed solar energy system
must meet specific program requirements included in this guidebook.

The residential buildings must achieve energy efficiency levels substantially greater than the
requirements of the current Building Energy Efficiency Standards, Title 24, Part 6. Energy
efficiency requirements may be satisfied through either Tier I or Tier II level energy efficiency
measures. Please see Chapter II, Section B, for additional information.

The Energy Commission places great importance on ensuring that residential buildings that
qualify for an incentive under the NSHP are as energy-efficient as possible. The Tier I level is a
minimum condition of participation in the NSHP and consistent with the energy efficiency
savings needed to qualify for incentives from current residential new construction energy
efficiency programs offered by the IOUs. The Tier II level is expected to achieve an immediate
positive cash flow for homeowners and encourages builders to move toward constructing zero-
net-energy residential buildings,® reflecting what is regularly being accomplished in California
by builders that are participating in the national Building America program. For both tiers,
incentives to builders for delivering the required energy efficiency levels are expected to be
made available through coordinated utility energy efficiency programs overseen by the CPUC,
such as the residential new construction programs.

Applicants are strongly encouraged to participate in their utilities’ new construction energy
efficiency program to obtain the financial incentives that may be available for meeting either
Tier I or Tier II energy efficiency requirements and to streamline the NSHP energy efficiency
verification process. See Chapter II, Section C, for additional information.

The expected performance of the solar energy system (anticipated annual electrical generation),
which depends on specific key factors regarding equipment efficiency and the design and
installation of the system, will determine the incentive amount. The incentive is paid once the
system is installed and operational and has met all program requirements.

Along with the financial incentive, the NSHP will provide nonfinancial support services,
offering marketing and technical assistance to builders, as well as training to building officials

4 These higher incentives are provided consistent with Public Resources Code section 25401.6.
5 The U.S. Department of Energy (DOE) Building Technologies Program defines a zero-net-energy
building as “a residential or commercial building with greatly reduced needs for energy through
efficiency gains, with the balance of energy needs supplied by renewable technologies.” Source: NREL —
NAHB Research Center, February 2006.
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and salespeople. The Energy Commission may provide greater assistance for builders choosing
to build to Tier II energy efficiency levels. The Energy Commission’s goal is to assist the
building and solar industries to the maximum extent feasible to construct and sell new energy-
efficient, solar residential buildings.

By participating in the NSHP, applicants authorize the Energy Commission and/or the program
administrators® during the term of the NSHP to obtain information from the utility serving the
project to verify compliance with program requirements, including requirements for system
interconnection to the utility grid. In addition, the applicant must provide to the Energy
Commission new homeowner contact information when requested by the Energy Commission
and/or the program administrators.

The NSHP may be periodically evaluated and modified to ensure progress toward program
goals. The evaluation may include comparing the expected energy generation of systems to the
actual output over time; determining the cost-benefit profile of systems; and/or, assessing
overall program progress toward meeting installed capacity targets. In addition, an evaluation
could include investigating risks to long-term achievement of expected performance levels,
such as the effects of unforeseen shading or poor system maintenance, and identifying potential
actions that would reduce those risks. Lastly, the NSHP may be modified in the future to
address the eligibility of solar thermal electric systems, which are potentially eligible for
funding under the CSI (SB 1) pursuant to Senate Bill 1077 and Senate Bill 1250.8

Funding for the NSHP is provided through the Energy Commission’s Renewable Resource
Trust Fund in accordance with Public Resources Code Section 25744.5, which authorizes the
allocation and use of funding available for emerging renewable technologies in the Renewable
Resource Trust Fund to fund photovoltaic and solar thermal electric systems in accordance with
the eligibility requirements established under SB 1. Because of this, the NSHP is considered an
element within the Energy Commission’s Renewable Energy Program umbrella and is subject to
the general administrative requirements in the Energy Commission’s Overall Program Guidebook
for the Renewable Energy Program (Overall Program Guidebook).

The Overall Program Guidebook describes how the Renewable Energy Program is administered. It
includes information and requirements that apply overall to the Renewable Energy Program
and the program elements, including information dealing with appeals, record retention, audits,
and enforcement actions. To qualify for funding under the NSHP, applicants must satisfy the
requirements specified in this NSHP Guidebook and the Overall Program Guidebook. The energy
efficiency requisites in NSHP are subject to the requirements of the Building Energy Efficiency
Standards (Title 24, Part 6). Applicants are strongly encouraged to read and understand their
responsibilities under these documents .

6 The term “program administrators” refers to PG&E, SCE, and SGD&E, for their respective service
territories.
7 SB 107 (Simitian), Chapter 464, Statutes of 2006, § 7, as codified in Public Resources Code section
25744.5.
8 SB 1250 (Perata), Chapter 512, Statutes of 2006, § 11, as codified in Public Resources Code section 25744,
subd. (d).
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C. Summary of New Solar Homes Partnership Guidebook

Requirements

The following table is a brief summary of program eligibility requirements. The applicant
should refer to Chapter II for more detailed descriptions of the requirements.

Table 1-1: Summary of Program Eligibility Requirements

Program Element

NSHP Requirement

Eligible Technologies Flat-plate photovoltaics only

Eligible Electric Service PG&E, SCE, SDG&E, and BVES

Territories

Eligible housing types New residential construction, including total building renovations,
common areas of housing developments, and qualifying mixed-use
projects.

Eligible Equipment New and not previously placed in service, and on the Energy

Commission’s eligible equipment website.

Reservation Period

36 months for qualifying Solar as Standard and Solar as an Option
developments and affordable housing projects.
18 months for all other projects.

Initial Incentive Level

Expected Performance-Based Incentive (EPBI) based on the reference
system receiving $2.90/watt for affordable housing dwelling units,
$2.00/watt for projects meeting Tier I energy efficiency requirements,
or $2.25/watt for projects meeting Tier II energy efficiency
requirements. Additional funding may be available from the utilities
for meeting Tier I and Tier II energy efficiency requirements.

Incentive Level Adjustment

Volumetric trigger. Declines as prespecified target MW volumes are
reached.

Incentive Adjustments

Depends on geographic location, orientation, tilt, shading, and
equipment efficiency.

Energy Efficiency
Requirements

Tier I: Exceeds the Building Energy Efficiency Standards (Title 24, Part
6) in effect on the date the building permit is applied for by at least
15%. Tier II: Exceeds the Building Energy Efficiency Standards in effect
on the date the building permit is applied for by at least 30%. ENERGY
STAR® label for appliances provided by the builder for both Tier I and
Tier II projects, if applicable.

Energy Efficiency Measures
Installation Field Verification

Energy efficiency measures used to meet the NSHP energy efficiency
requirements shall be field verified by a certified HERS Rater.
Verification of some energy efficiency measures may be required to be
completed as early in the construction process as the foundation or
rough-in construction work.

Solar Energy System
Installation Field Verification

Solar energy system installation, equipment and performance shall be
verified by the installing contractor and a certified HERS Rater.

Checkpoints

Solar as an Option projects only.

Interconnection

Grid connected with eligible utility required.

Source: California Energy Commission




D. Flow Charts of the NSHP Application and Payment Process

The following flow charts provides a summary of the application and payment processing of
the NSHP program. Figure 1-1 shows the process for projects with the NSHP energy efficiency
plan check and Figure 1-2 shows the process for projects participating in their utilities new
construction energy efficiency program.

Figure 1-1:
Application Process Flow Chart for Projects With the NSHP Energy Efficiency Plan
Check
Applicant Program Administrator
(1) Submit Reservation (2) Review of Reservation
Application Package > Application Package
Applicant completes and submits the
Reservation Application Form (NSHP-1) No Complete and Accurate?
and all required documentation as @rmmmmmnnd o NSHP energy efficiency plan
described in Chapter 1V. check is required.

v v

(4) Install Energy (5) Install Solar P — (3) Send Payment Claim Form
Effiency Measures Energy System (NSHP-2) to Applicant
(6) HERS (7) HERS
Verification of the Verification of the
Energy Efficiency |4« Solar Energy Yes (7.4) Review Revised
Measures System — Documentation
Pass T . Fail 1' ?
v Pass v Fail Complete and Accurate?
S
(6.1) Correct (7.1) Correct .
the Cause of the Cause of .
Failure Failiira -
™ . No =
Fail g Fail -
\ 4 \ 4 .
(6.2) Revise (7.2) Revise .
Documentation Documentation .
New CF-1R New CF-1R-PV u
* * ‘ snmnma”

I
¥ | Yes

(6.3) Submit
v Revised Docs

(7.3) Submit
Revised Docs

(11) Review of Payment Claim

(8) HERS Rater
completes the CF-4R- completes
EE NSHP and any

(9) HERS Rater

Package

Complete and Accurate?

Program Administrator confirms CF-

: CF-4R-PV
applicable CF-4Rs

¥

4R-PV, CF-4R-EE NSHP, and any

Yes applicable CF-4Rs in the HERS

(10) Submit Payment Claim Package
Applicant completes and submits the Payment
Claim Form (NSHP-2) and all required
documentation as described in Chapter V.

Provider data registry.

...\, ¥

(12) Issue Payment to Applicant

Source: California Energy Commission




Figure 1-2:
Alternate Application Process Flow Chart for NSHP Projects Participating in a
Utility New Construction Program

Applicant Program Administrator
(1) Submit Reservation (2) Review of Reservation
Application Package > Application Package
Applicant completes and submits
the Reservation Application No Complete and Accurate?
Package. No energy efficiency @uuunmnnnnng A NSHP energy efficiency plan check
documentation is required (e.g. is not required with the submittal of
CF-1R, .bld or .mp8 files, a utility new construction energy
construction plan set). efficiency program approval letter.
v Yes
(4) Install Energy (5) Install Solar
Efficiency Measures Energy System ¢ I_ (3) Send Payment Claim Form
* * (NSHP-2) to Applicant
(6) Complete utility (7) HERS Verification Yes - -
new construction of the Solar Energy (7.4) Review Revised
program energy System [—— Documentation
efficiency - -
verification Pass f * Fail " Complete and Accurate?
requirements (7.1) . A
Correct = No
cause of .
the Failure -
x : .
vy Fail .
|}
(7.2) Revise =
Documentation |quss
New CF-1R-PV
(7.3) Submit
Revised
Documentation
A 4 (10) Review of Payment Claim
(8) HERS Rater Package
completes CF-4R-PV
Complete and Accurate?Program
L ‘ Administrator confirms CF-4R-
Yes PV in the HERS Provider NSHP
(9) Submit Payment Claim Package — ey data registry.
Applicant completes and submits the - *
Payment Claim Form (NSHP-2) and all .
required documentation, including the utility <= '_\I_O_- (11) Issue Payment to
new construction energy efficiency program Applicant
payment letters.

Source: California Energy Commission



E. Renewable Energy Credits/Certificates

When electricity is generated using an eligible renewable energy resource, two commodities are
created. The first commodity is the electricity, and the second is the renewable energy credits
(also referred to as renewable energy certificates, or RECs) representing the nonenergy,
environmental attributes associated with the electricity. For purposes of the state’s Renewables
Portfolio Standard, a renewable energy credit is defined to include “...all renewable and
environmental attributes associated with the production of electricity from the eligible
renewable energy resource...”’

The Energy Commission recognizes that owners of solar energy systems, including those
participating in the NSHP, may assert claims concerning renewable energy credits attributed to
their solar energy systems. However, the Energy Commission has established no rules or
policies governing the creation, ownership, or disposition of any such renewable energy credits.
The Energy Commission does not require participants of the NSHP to relinquish their claims of
renewable energy credits, or to transfer ownership of any such credits to the Energy
Commission or any other entity, as a condition of receiving NSHP funding.

F. Applicability of Guidebook Changes to Existing Applications

The rules below explain the applicability of this sixth edition of the NSHP Guidebook to existing
reservation applications. For purposes of this section, “adoption date” means the date the
Energy Commission adopts this edition of the guidebook, and an “approved application”
means one that the Commission approved before the adoption date.

1. An approved application that has not received an approved payment claim will continue to
be governed by the previous edition of the guidebook except as follows:

a) A lease agreement or PPA with the homeowner must be submitted to the program
administrator prior to claiming an incentive.

2. Approved applications that have been paid or that have approved payment claims are not
eligible for additional compensation, or to claim additional compensation for past
reservation applications previously disapproved and required to re-apply.

3. An applicant who submitted an application prior to the adoption date of this sixth edition of
the guidebook and did not receive approval of the application by the adoption date may opt
to follow either the previous guidebook edition or this sixth edition. The applicant must
provide written or e-mail notice to be subject to this sixth edition of this guidebook. If no
notice is received by the program administrators or the Commission prior to the reservation
approval of the application by the program administrator, the application will be governed
by the previous edition of the guidebook.

4. All applications submitted on or after the adoption date will be governed by this sixth
edition of the guidebook.

9 Refer to definition in the Overall Program Guidebook, January 2011 edition, page 28.
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CHAPTER II:

Program Eligibility Requirements

This chapter covers the eligibility requirements necessary to receive incentives. Applicants may
be either building owners or builders/developers. Eligible solar energy systems are limited to
systems that use flat-plate photovoltaic technology installed on new residential buildings that
have achieved an Energy Commission-specified level of energy efficiency beyond that required
by the Building Energy Efficiency Standards.

Qualifying solar energy systems must service newly constructed residential buildings that are
single-family homes, duplexes, triplexes, condominiums, and other multifamily buildings,
including both market-rate and affordable housing projects. Mixed-use!® buildings with both
residential and nonresidential occupancies may also qualify for funding provided that they
meet the energy efficiency requirements described in Chapter II, Section B. Solar energy systems
serving the common areas of new residential and mixed-use buildings or developments are also
eligible for incentives as long as the common areas are for the primary benefit of the residential
occupants. A common area that is part of a mixed-use building or development must be shown
to be for the primary benefit of the residential occupants to be eligible. Solar energy systems
installed on additions or alterations to existing buildings do not qualify for NSHP incentives
unless the entire building complies with the NSHP energy efficiency requirements described in
Chapter II, Section B.

NSHP incentives will not be provided to any solar energy system serving electrical loads in the
non-residential portions of a development, except in cases of mixed-use buildings or the
common areas of residential developments that meet the requirements of Chapter II, Section B.
NSHP incentives will not be provided to any solar energy systems installed on transient
residences (for example, motels, hotels). (See Chapter II, Section E, for additional information on
transient residences.)

To be eligible for NSHP incentives, a solar energy system must be installed in conjunction with
the construction of a new residential building that is permanently fixed to its foundation. In
addition, the building permit for the solar energy system should be approved by the building
code enforcement agency prior to the original occupancy of the newly constructed building but
no later than 180 days after the issuance of the occupancy permit, with original occupancy
occurring on or after January 1, 2007.

A. Technology and System Ownership

Flat-plate photovoltaic technology is the only technology eligible to receive NSHP incentives.
Eligible solar energy systems shall be 1.00 kilowatt (kW) AC (alternating current) or larger in

10 A mixed-use building has both residential and nonresidential occupancies (for example, first floor
retail, upper floors multifamily residential).



size, measured after the inverter. The solar energy system must be located on the same site
where the end-use customer’s own electricity demand is located. It is the intent of the program
that eligible systems remain interconnected to the utility distribution grid and be operated at
the original location for at least the 10-year warranty period. If the system is removed from the
building on which it was originally installed within the 10-year warranty period, the Energy
Commission may request repayment of all or a portion of the NSHP funding provided for that
system.

Solar energy systems that are leased by the end-use customer or that supply electricity to the
end-use customer through a power purchase agreement (PPA) may qualify for NSHP funding,
provided the applicant and system satisfy the additional requirements in Chapter II, Section O.

B. NSHP Energy Efficiency Requirements

To be eligible for NSHP incentives, buildings are required to meet one of two tiers of energy
efficiency by exceeding the energy efficiency requirements of the edition of Title 24, Part 6, in
effect'! on the date the building permit is applied for'2. Table 2-1 and Table 2-2 show the Tier I
and Tier II efficiency requirements for different eligible building types.

Each building where a portion of the electrical load is served by the solar energy system shall
meet the energy efficiency requirements. Energy efficiency compliance shall be demonstrated
for a building as a whole and cannot combine unrelated or detached buildings.

11 The 2008 Building Energy Efficiency Standards (Title 24, Part 6) became effective on January 1, 2010.
12 The NSHP energy efficiency requirements are based on Title 24, Part 6, and not any local ordinance
requiring energy efficiency exceeding Title 24, Part 6.
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Table 2-1: NSHP Energy Efficiency Requirements for Eligible Building Types, Excluding Mixed-

Use Buildings

Building Type

Tier I Energy Efficiency
Requirements®

Tier II Energy Efficiency
Requirements (2008 Title 24,
Part 6)1314

Low-Rise Residential’>

Total compliance margin of at
least 15 percent better than
standard as indicated on the
Certificate of Compliance (CF-1R).

Total compliance margin of at
least 30 percent better than
standard as indicated on the CF-
1R AND space cooling
compliance margin of at least 30
percent better than standard.

High-Rise Residential'

Compliance margin, excluding
receptacle, process'’, process
lighting energy, of at least 15
percent better than standard as
indicated on the Performance
Certificate of Compliance (PERF-
1).

Compliance margin, excluding
receptacle, process, process
lighting, of at least 30 percent
better than standard as indicated
on the PERF-1 AND space
cooling compliance margin of at
least 30 percent better than
standard.

Detached nonresidential
building that is solely for the use
and benefit of the residential
occupants.!8

Compliance margin, excluding
receptacle, process, process
lighting, of at least 15 percent
better than standard as indicated
on the PERF-1.

Compliance margin, excluding
receptacle, process, process
lighting, of at least 30 percent
better than standard as indicated
on the PERF-1.

Source: California Energy Commission

13 The entire building must meet the energy efficiency requirements. Each appliance provided by the

builder must be ENERGY STAR-labeled if ENERGY STAR is applicable to that appliance. This applies to
Tier I and Tier II projects.

14 For the 2005 Title 24, Part 6, Tier Il energy efficiency requirements were total compliance margin of at
least 35 percent better than standard AND space cooling compliance margin of at least 40 percent better
than standard.

15 A building, other than a hotel/motel that is of Occupancy Group R, Division 1, and is multifamily with
three stories or less, or a single-family residence of Occupancy Group R, Division 3, or an Occupancy
Group U building located on a residential site. Refer to Title 24, Part 2, for building occupancy groups.

16 A building, other than a hotel/motel, of Occupancy Group R, Division 1 with four or more habitable
stories. High-rise residential buildings are subject to the provisions of Title 24, Part 6, for nonresidential
buildings. Refer to Title 24, Part 2, for building occupancy groups.

17 Process is an activity or treatment that is not related to the space conditioning, lighting, service water
heating, or ventilating of a building as it relates to human occupancy. Refer to the 2008 Building Energy
Efficiency Standards for Residential and Nonresidential Buildings for additional information.

18 Additional energy efficiency requirements: For multifamily developments, at least one residential
building must meet the energy efficiency requirements. For single-family residential developments
(subdivisions), all homes in the residential development must meet the energy efficiency requirements.
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Table 2-2: NSHP Energy Efficiency Requirements for Eligible Mixed-Use Buildings

Building Type

Tier I Energy Efficiency
Requirements

Tier II Energy Efficiency
Requirements (2008 Title 24,
Part 6)1314

Low-rise mixed-use where the
CFAPY of the nonresidential
occupancy comprises no more
than 20 percent of the CFA of the
building 20

Total compliance margin of at
least 15 percent better than
standard as indicated on the CF-
1R.

Total compliance margin of at
least 30 percent better than
standard as indicated on the CF-
1R AND space cooling
compliance margin of at least 30
percent better than standard.

Low-rise mixed-use where the
CFA of the nonresidential
occupancy comprises more than
20 percent of the CFA of the
building 2!

Residential Occupancy: Total
compliance margin of at least 15
percent better than standard as
indicated on the CF-1R.

AND

Nonresidential Occupancy:
Compliance margin, excluding
receptacle, process, process
lighting, of at least 15 percent
better than standard as indicated
on the PERF-1.

Residential Occupancy: Total
compliance margin of at least 30
percent better than standard as
indicated on the CF-1R AND
space cooling compliance margin
of at least 30 percent better than
standard.

AND

Nonresidential Occupancy:
Compliance margin, excluding
receptacle, process, process
lighting, of at least 30 percent
better than standard as indicated
on the PERF-1.

High-rise mixed-use where the
CFA of the nonresidential
occupancy comprises no more
than 20 percent of the CFA of the
building?

Compliance margin, excluding
receptacle, process, process
lighting, of at least 15 percent
better than standard as indicated
on the PERF-1.

Compliance Margin, excluding
receptacle, process, process
lighting, of at least 30 percent
better than standard as indicated
on the PERF-1 AND space
cooling compliance margin of at
least 30 percent better than
standard.

19 Conditioned floor area (CFA) is the floor area (in square feet) of enclosed conditioned space on all
floors of a building, as measured at the floor level of the exterior surfaces of exterior walls enclosing the

conditioned space.

20 A solar energy system serving electrical loads in the entire mixed-use building shall be eligible for
NSHP. The entire building is subject to the provisions of Title 24, Part 6, for low-rise residential buildings.
21 Only the portion of a solar energy system serving electrical loads in the low-rise residential occupancy
shall be eligible for NSHP. Each occupancy shall meet the provisions of Title 24, Part 6, applicable to that

occupancy.

22 A solar energy system serving electrical loads in the entire mixed-use building shall be eligible for
NSHP. The entire building is subject to the provisions of Title 24, Part 6 for high-rise residential buildings.
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High-rise mixed-use where the
CFA of the nonresidential
occupancy comprises more than
20 percent of the CFA of the
building”®

High-rise residential Occupancy:
Compliance margin, excluding
receptacle, process, process
lighting, of at least 15 percent
better than standard as indicated
on the PERF-1

AND

Nonresidential Occupancy:
Compliance margin, excluding
receptacle, process, process
lighting, of at least 15 percent
better than standard as indicated
on the PERF-1.

High-rise residential Occupancy:
Compliance margin, excluding
receptacle, process, process
lighting, of at least 30 percent
better than standard as indicated
on the PERF-1 AND space
cooling compliance margin of at
least 30 percent better than
standard

AND

Nonresidential Occupancy:
Compliance margin, excluding
receptacle, process, process
lighting, of at least 30 percent
better than standard as indicated
on the PERF-1.

Source: California Energy Commission

Compliance with the NSHP energy efficiency requirements shall be determined using the
performance compliance approach using software approved by the Energy Commission. A
Certificate of Compliance (CF-1R) or Performance Certificate of Compliance (PERF-1) must be

submitted. The compliance documentation must be signed by a Certified Energy Plans

Examiner (CEPE) or a Certified Energy Analyst (CEA) who is approved by the California
Association of Building Energy Consultants (CABEC). CABEC requires CEPEs and CEAs to
have separate certifications for residential and nonresidential standards as well as separate
certifications for each of the different editions of Title 24, Part 6. At the time the compliance
documentation is signed, the CEPE or CEA must have a valid CABEC certification for the
building type (residential or nonresidential) and for the edition of Title 24, Part 6, in effect on

the date the building permit is applied for. The CEPE or CEA can help determine which energy
efficiency measures are needed to meet NSHP energy efficiency requirements and prepare the
necessary documentation that must be submitted as part of the NSHP application. For a list of
CEPEs and CEAs, visit the CABEC website at: [www.cabec.org/].

An NSHP application must identify a Home Energy Rating System (HERS) Rater for both the
energy efficiency measures and for the solar energy system. Applicants may select a different
HERS Rater for the verification of energy efficiency measures and the solar energy system, but
the documentation must be submitted to the same HERS Provider. A HERS Rater will verify the
installation of both the energy efficiency measures and the solar energy system for compliance
with NSHP requirements. There may be energy efficiency inspections that need to take place
early in the construction process; therefore, it is critical that there be good communication

23 Only the portion of a solar energy system serving electrical loads in the high-rise residential occupancy
shall be eligible for NSHP. Each occupancy shall meet the provisions of Title 24, Part 6, applicable to that
occupancy.
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between the NSHP applicant, builder, solar installer, and HERS Rater to coordinate when
during the construction process a HERS verification is needed.

Solar energy systems installed on additions or alterations to existing buildings do not qualify
for NSHP incentives except in the case of residential buildings where the energy efficiency
requirements are met for the entire structure by utilizing the whole building compliance
approach®. Meeting the energy efficiency requirements by using the addition alone compliance
approach or the existing+addition+alteration compliance approach will not be accepted. Refer to
Chapter 8 of the 2008 Title 24, Part 6, Residential Compliance Manual®.

NSHP incentives will not be provided to any solar energy system serving electrical loads in the
nonresidential portions of a development, except in cases of mixed-use buildings or the
common areas? of single-family residential developments (subdivisions) or multifamily
developments. Solar energy systems serving electrical loads only in the common areas of
multifamily developments are eligible for NSHP incentives if the entire multifamily residential
building associated with the common area meets the energy efficiency requirements. Solar
energy systems serving electrical loads only in the common areas of a single-family residential
development (subdivision) are eligible for NSHP incentives if all homes in the residential
development meet the energy efficiency requirements. Any additional buildings where
electrical loads are served by the solar energy system must also meet the energy efficiency
requirements. If the solar energy system does not serve any electrical loads in a building or
serves electrical loads in a building that does not have any conditioned space?, then for
multifamily developments at least one residential building must meet the energy efficiency
requirements and for single-family residential developments (subdivisions) all homes in the
residential development must meet the energy efficiency requirements.

When there is a new edition of Title 24, Part 6, buildings for which a building permit has been
applied for prior to the effective date of the new edition shall meet the NSHP energy efficiency

24 The whole building approach is defined in Section 8.7.1 of the 2008 Building Energy Efficiency Standards
Residential Compliance Manual, http://www.energy.ca.gov/2008publications/CEC-400-2008-016/CEC-400-
2008-016-CMF-REV1.PDEF.

25 www.energy.ca.gov/title24/2008standards/residential manual. html

26 Common areas are defined as those nondwelling portions of a building that are intended for the

primary benefit of the residential occupants of the building. Examples include, but are not limited to:
hallways, laundry rooms, recreation rooms, manager unit, and tenant parking.
27 Conditioned space may be directly conditioned or indirectly conditioned. Directly conditioned space is
an enclosed space that is provided with wood heating, is provided with mechanical heating that has a
heating capacity exceeding 10 Btu/hr-ft?, or is provided with mechanical cooling that has a cooling
capacity exceeding 5 Btu/hr-ft?, unless the space-conditioning system is designed for a process space.
Indirectly conditioned space is enclosed space, including, but not limited to, an unconditioned volume in
atria of a building, that (1) is not directly conditioned space; and (2) either (a) has a thermal transmittance
area product (UA) to directly conditioned space exceeding that to the outdoors or to unconditioned
space, and does not have fixed vents or openings to the outdoors or to unconditioned space, or (b) is a
space through which air from directly conditioned spaces is transferred at a rate exceeding three air
changes per hour. See the 2008 Building Energy Efficiency Standards.
(www.energy.ca.gov/2008 publications/CEC-400-2008-001/CEC-400-2008-001-CME.PDF)
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requirements based on the prior edition of Title 24, Part 6; buildings for which a building permit
has been applied for on or after the effective date of the new edition of Title 24, Part 6, shall
meet the NSHP energy efficiency requirements based on the new edition of Title 24, Part 6. For
all NSHP applications, including those submitted, under review, and approved, any buildings
associated with a solar energy system which does not have an approved payment claim prior to
the effective date of the new edition, shall meet the NSHP energy efficiency requirements based
on the new edition of Title 24, Part 6. Buildings, which must meet the NSHP energy efficiency
requirements based on the new edition of Title 24, Part 6, shall be subject to a new NSHP energy
efficiency plan check.

EXCEPTION: If the NSHP applicant provides a building permit for the buildings associated
with the solar energy system, or other documentation from the authority having jurisdiction,
indicating that the building permit was applied for prior to the effective date of the new edition
of Title 24, Part 6, the NSHP energy efficiency requirements shall be met based on the prior
edition of Title 24, Part 6.

Questions on energy efficiency requirements should be directed to the Energy Standards
Hotline at title24@energy.ca.gov or 1-800-772-3300. Additional information can be found on the
Building Energy Efficiency Standards webpage at

www.energy.ca.gov/title24/2008standards/index.html.

Energy Efficiency Documentation Submittal Process

Applicants are strongly encouraged to participate in their utilities’ new construction energy
efficiency program to obtain the financial incentives that may be available for meeting either
Tier I or Tier Il energy efficiency requirements and to streamline the NSHP energy efficiency
verification process. See Chapter I, Section C, for additional information.

Energy Efficiency Documentation Requirements During Reservation Phase

1. The applicant selects a CEPE or CEA to prepare the Title 24, Part 6, documentation. The
applicant identifies a HERS Rater for both the energy efficiency measures and the solar
energy system, and identifies the HERS Provider that has certified the HERS Rater.
Applicants do not have to select the same HERS Rater for verification of both the energy
efficiency measures and the solar energy system, but the documentation must be submitted
to the same HERS Provider.

2. Once the CEPE or CEA completes the energy efficiency documentation (CF-1R or PERF-1),
the applicant must include a signed copy of the energy efficiency documentation and the
associated electronic input file(s)* as part of the NSHP application. The electronic input file
must be generated directly by one of the Energy Commission-approved Title 24, Part 6,
compliance software programs, showing all of the measures used to meet the energy
savings requirements. The CF-1R (or PERF-1 when applicable) and other energy efficiency

28 Electronic files may be submitted via e-mail or on electronic media. For 2008 Title 24, Part 6, the file
extension for EnergyPro files will be .bld and for MICROPAS files will be .mpS8.
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documentation forms must be consistent with the construction plan set. These documents
will be used for the subsequent NSHP energy efficiency plan check.

The associated digital input files (e.g. *.bld or *.mp8) will be uploaded into the HERS
Provider data registry of an Energy Commission approved HERS Provider. This step is
usually completed by the program administrator.

The energy efficiency documentation will be submitted to the NSHP program
administrators with the NSHP Reservation Application (NSHP-1). A copy of the
construction plan set that is used for building permit purposes must be submitted by the
applicant. The construction plan set is used during the plan-check process to verify the
energy efficiency measures to be installed on the project. For a list of energy efficiency
documents required for the NSHP plan-check, see the Plan Check Checklist in Appendix C.
Applicants are encouraged to provide the construction plan set in electronic format,
preferably portable document format (PDF). Upon completion of the NSHP plan check and
review and approval of all other NSHP reservation application documents, the applicant
will receive a Payment Claim Form (NSHP-2). The NSHP-2 form must be completed and
submitted once the solar energy system and all energy efficiency measures have been
installed and verified.

Projects partipating in a utility new constuction program, are not required to submit these
documents to the NSHP program administrator but shall submit the utility new
construction energy efficiency program approval letter in their NSHP application. Please see
Chapter II, Section C for additional information.

Energy Efficiency Documentation Requirements During Field Verification Phase

3. The applicant begins construction and installation of energy efficiency measures. If
required, the installing contractor performs diagnostic testing or inspections and completes
Installation Certificates (CF-6R) to verify that energy efficiency compliance was achieved. A
HERS Rater will need to be provided a signed CF-6R from the installing contractor or the
forms must be left at the site.

The applicant must make arrangements with a HERS Rater to complete energy efficiency
verification of measures that require the HERS Rater to be on-site early in the construction
process (for example, Quality Installation of Insulation [QII], Housewrap/Air-retarding
wrap).

A HERS Rater will be required to perform an inspection to verify all measures listed on the
Field Inspection Energy Checklist (CF-4R-EE NSHP) for all projects, except those using a
PERF-1. The HERS Rater will verify these energy efficiency measures by completing a CF-
4R-EE NSHP. For further details on the CF-4R-EE NSHP, please see Appendix C, Section B.
For projects using a PERF-1 to show compliance with the NSHP energy efficiency
requirements, the HERS Rater will not complete the CF-4R-EE NSHP. In lieu of the CF-4R-
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EE-NSHP, the applicant is required to complete all acceptance tests that are required in the
PERF-1.

In addition, any measures listed in the HERS Required Verification Section of the CF-1R,
require a HERS Rater field test and/or verification and the applicable CF-4R shall be
completed by the HERS Rater.

Projects partipating in a utility new constuction program, are not required to complete
NSHP energy efficiency field verification requirements, but must complete the energy
efficiency field verification requirements of the utility new construction energy efficiency
program. Please see Chapter II, Section C for additional information.

Energy Efficiency Documentation Requirements During Payment Phase

4.

C.

NSHP Program Administrators will confirm, in the HERS Provider data registry, that the
following documents have been completed:

e All applicable (Certificate of Field Verification and Diagnostic Testing (CF-4R) forms
e CF-4R-EE NSHP.

Projects using a PERF-1 must submit copies of the applicable acceptance test forms to the
program administrator for compliance verification.

For projects partipating in a utility new constuction program, completion of the above
documents will not need to be confirmed; instead, the applicant shall submit the utility new
construction energy efficiency payment letter in the NSHP payment claim. Please see
Chapter II, Section C, for additional information.

Utility New Construction Energy Efficiency Program
Participation

Applicants are strongly encouraged to participate in their utilities new construction energy
efficiency program to obtain the financial incentives that may be available for meeting either

Tier I or Tier Il energy efficiency requirements and to streamline the NSHP energy efficiency

verification process.

When projects are participating in both the NSHP and a utility new construction energy
efficiency program, the project shall meet the energy efficiency requirements of the utility new
construction program in lieu of the NSHP energy efficiency requirements. The utility new

construction energy efficiency program is meant to provide a separate, alternate path for energy
efficiency compliance.

For projects participating in a utility new construction energy efficiency program, the following
applies:
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e For NSHP projects where a utility new construction energy efficiency program approval
letter is submitted with the NSHP reservation application, or the approval is otherwise
confirmed by the utility program administrator, the applicant is not required to provide
energy efficiency documentation (for example, CF-1R form, electronic input files, plan
set, and checklist items) with the NSHP reservation application. Additionally, the project
is not required to complete a NSHP plan check.

e For NSHP projects where a utility new construction energy efficiency program payment
letter is submitted, or the payment is otherwise confirmed by the utility program
administrator, the applicant is not required to have the CF-4R-EE NSHP or any CF-4Rs
confirmed to be in a HERS Provider data registry by the program administrator during
the NSHP payment process.

Once an NSHP applicant chooses to have their project participate in a utility new construction
energy efficiency program, it is expected that the project will successfully complete the utility
new construction energy efficiency program. If, for some reason, the project is not able to
successfully complete the utility new construction energy efficiency program, then the NSHP
energy efficiency requirements shall be met in their entirety.

D. Permanent Foundation

Eligible solar energy systems must be installed on newly constructed buildings permanently
fixed to their foundation. Permanent foundation is defined in the “Permanent Foundations
Guide for Manufactured Housing” (HUD-7584).°

Manufactured housing seeking eligibility for the NSHP must provide a “Notice of
Manufactured Home or Commercial Modular Installation on a Foundation System” (HDC
433A) prior to approval of a payment claim.

E. Transient Housing

Solar energy systems installed on transient residences are not eligible to receive NSHP
incentives. Only buildings where 50 percent or more of the residential units are occupied for 30
days or more and are one of the following occupancy groups listed in the California Building
Code, Title 24, Part 2°° are eligible for NSHP funding.

e  Occupancy Group R, Division 2

e Occupancy Group R, Division 2.1

29 U.S. Department of Housing and Urban Development, Permanent Foundations Guide for Manufactured
Housing, HUD 7584, Issued September 1996.
30 http://publicecodes.citation.com/st/ca/st/b200v10/st_ca_st_b200v10_3_sec010.htm.
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e Occupancy Group R, Division 3
e Occupancy Group R, Division 3.1

e Occupancy Group R, Division 4

The Energy Commission or its program administrators reserve the right to request applicants
provide documentation verifying that the project meets the transient housing requirements
listed above.

F. Grid Interconnection

Eligible solar energy systems must be permanently interconnected to the electrical distribution
grid of the utility serving the customer’s electrical load. The site where the system is installed
must receive electrical distribution service from an existing in-state electrical corporation
collecting funds to support the program as stated in Chapter I. These in-state electrical
corporations are PG&E, SCE, SDG&E, and BVES. The system interconnection to the utility
distribution grid must also comply with applicable electrical codes, utility interconnection
requirements, and metering requirements. The solar energy system shall not be interconnected
to the utility distribution grid until the applicant has received a formal approval letter from the
interconnection department of applicant’s electric utility.

Multifamily housing projects, both market rate and affordable, using virtual net metering®' are
eligible for NSHP incentives. For multifamily housing projects using virtual net metering, the
residential dwelling units must meet energy efficiency requirements in Chapter II, Section B.

G. System Components

Major solar energy system components are defined as flat-plate photovoltaic modules,
inverters, and meters.

All major system components must be new and must not have been previously placed in
service in any other location or for any other application. Equipment purchased or installed
more than 24 months before applying for a reservation is not eligible. System components
must satisfy the eligibility requirements specified in the most recent approved edition of
Guidelines for California’s Solar Electric Incentive Programs (Senate Bill 1)
[www.energy.ca.gov/sbl/meetings/index.html]. Approved major components will be posted on

31 Virtual net metering allows the electricity produced by a single solar energy system installation to be
credited to the benefit of multiple tenants in a multifamily building without requiring the solar energy
system to be physically connected to each tenant’s meter. Virtual net metering was originally adopted in
the California Public Utilities Commission Decision 08-10-036 and modified in Decision 11-07-031.
[docs.cpuc.ca.gov/PUBLISHED/FINAL DECISION/139683.htm]
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the Energy Commission’s eligible equipment website available at:
[www.gosolarcalifornia.ca.gov/equipment/index.php].

The applicant must confirm that the components purchased for a system are eligible when
applying for NSHP funding. The Energy Commission or the program administrators will
confirm that the equipment identified in a reservation package meets eligibility requirements
prior to a reservation being granted.

Because equipment is added and removed from the eligible equipment regularly, the Energy
Commission recommends the applicant wait for an approved reservation before installation
commences. If the applicant begins or completes the installation before the Energy Commission
has approved the reservation, changes to the eligible equipment may create a situation where
significant and costly system modifications are required to comply with program guidelines.

H. System Performance Meter

All solar energy systems must be installed with a standalone performance meter or an inverter
with a built-in performance meter so that the customer can determine the amount of energy
produced by the system.

. System Sized to Offset On-Site Electricity Load

Eligible solar energy systems shall be a minimum size of 1.00 kW AC measured after the
inverter and shall be sized so that the amount of electricity that is produced offsets part or all of
the end-use customer's electrical needs at the site of installation. Systems 7.5 kW AC or less are
considered to be sized to serve the on-site electric load of the end-use customer. The maximum
incentive paid for a system serving a single-family residential unit is limited to the first 7.5 kW
AC of the system. For systems greater than 7.5 kW, see “Calculator Examples” at
[www.gosolarcalifornia.ca.gov/tools/nshpcalculator/Calculator Examples.pdf] for further
details on how to determine the maximum incentive. While common areas are not subject to the
7.5 kW AC cap, program administrators may request additional documentation justifying the

system size. See Chapter III, Section C, for additional information on maximum incentives.

J. System Performance

The incentive amount will be based on the estimated performance of the solar energy system,
calculated using the California Energy Commission’s PV Calculator (CECPV Calculator).>? The
estimated performance of the system will be the basis for qualifying for a reservation and for
the final incentive amount. System installation shall be consistent with the characteristics used
to determine estimated performance to receive the reserved incentive amount. The final

32 Solar energy systems using flat-plate photovoltaic technology are the only systems eligible to receive
NSHP incentives.
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incentive amount is subject to available funds. The characteristics that are addressed by the
CECPV Calculator include shading by any obstruction of the modules.

The CECPYV Calculator will include “California Flexible Installation” criteria (as detailed in
Chapter III, Section B) to estimate performance for a range of module orientations and tilts. The
California Flexible Installation is intended for use only by new single-family residential
developments (subdivisions) and is not allowable for applications consisting of only one single-
family dwelling or only the common area of a multifamily development. Systems installed
within the allowable range of orientations and tilts and meeting the “minimal shading criteria”
can use the California Flexible Installation criteria as the basis for the reservation application
and incentive request without providing more specific orientations and tilts. Third-party field
verification will be conducted to assess whether systems have been installed consistent with the
characteristics used to determine estimated performance.

K. System Installation

Solar energy systems must be installed in conformance with the manufacturer’s specifications
and installation instructions; all applicable electrical, fire, and building codes and standards; all
utility interconnection requirements; and any local codes and ordinances.

If installed under contract, systems must be installed by an appropriately licensed contractor, in
accordance with rules and regulations adopted by the California Contractors State License
Board. Installation contractors must have an active A, B, C-10, or a C-46 license. Contractors
with roofing specific licenses may place photovoltaic modules in accordance with limitations of
their specific licenses; however, electrical connections must be made by an above-mentioned
contractor. Owner-builders are allowed under the NSHP to install their own systems.*

The Energy Commission encourages installation contractors to become certified by the North
American Board of Certified Energy Practitioners (NABCEP). See [www.nabcep.org] for
additional information.

L. Solar Energy System Field Verification

All installed solar energy systems shall be third-party field-verified as described in Appendix B
to ensure that installations are consistent with the information used to determine the estimated
performance, reservations, and ultimately the final incentive amount. Field verification
procedures shall be consistent with the current Building Energy Efficiency Standards
[www.energy.ca.gov/title24]. Field verification for new housing developments may employ the
sampling approach as allowed in the current Building Energy Efficiency Standards.>*

33 For information on restrictions placed on owner-builders, contact the Contractors State License Board
at (800) 321-CSLB to obtain a current edition of the Contractor’s License Law and Handbook.
34 For the 2005 Building Energy Efficiency Standards see Chapter 7 of the Residential Alternative
Calculation Method (ACM) Approval Manual. For the 2008 Building Efficiency Standards, see Appendix
RA2 of the 2008 Reference Appendices.
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Field verification will determine if the installed solar energy system is consistent with the
“California Flexible Installation” criteria (including the minimal shading criteria) or the
uniquely specified orientation, tilt, and shading characteristics of the system, as appropriate.
When field verification indicates that the installation is not consistent with the parameters used
to calculate the estimated performance submitted in the NSHP application, the deficiencies
must be corrected or the estimated performance must be recalculated based on the actual
installation parameters. When field verification indicates that the installation will achieve an
estimated performance greater than that used for the reservation, the estimated performance
may be recalculated at the applicant’s option to reflect the higher performance. Any revised
estimated performance documentation must be resubmitted to NSHP.

M. Warranty Requirements

All solar energy systems must have a minimum 10-year warranty provided in combination by
the manufacturer and equipment/seller installer. During the 10-year period, the warranty must
protect against:

1) Defects in materials and workmanship
2) System or component breakdown

3) Degradation in electrical output of more than 15 percent from the originally rated
electrical output.

The warranty must cover the solar generating system, including the flate-plate photovoltaic
modules, inverters, and meters, and provide for no-cost repair or replacement of the system or
system components, including any associated labor during the warranty period.

N. Equipment Sellers/installers

To participate in the NSHP, companies that sell and/or install solar energy system equipment
must be self-registered on the Energy Commission’s Contractors, Installers, and Sellers
Database (database). Equipment sellers/installers should have the following information
available prior to self-registration:

1) Business name, address, phone, fax, and e-mail address

2) Owner or principal contact
3) Business license number
4) Contractor license number (if applicable)

5) Proof of good standing on record with the California Secretary of State, as required for
corporate and limited liability entities

6) Reseller's license number

This information must be submitted to the Energy Commission through the self-registration
process before a company can become eligible to participate in the NSHP.
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Self-registration can be done online at:
www.gosolarcalifornia.ca.gov/database/addcompany.php.

Sellers, contractors, or installers that are listed in the online database should maintain their
information on a regular basis. This can be done using the log-on account name and password
provided when the company has initially self-registered. Updates can be completed online at:

www.gosolarcalifornia.ca.gov/database/update.php

The Energy Commission will send out e-mails periodically to remind companies to update their
online information, contacts, and other data.

It is the responsibility of each company to maintain its online information. If the Energy
Commission’s e-mails are returned as undeliverable, and the Energy Commission cannot reach
that company by phone or by regular U.S. mail, the Energy Commission reserves the right to
remove the company from the online database after a three-month period.

O. Leases and Power Purchase Agreements

Solar energy systems that are leased by an end-use customer or provide electricity to an end-use
customer under a power purchase agreement (PPA) are eligible for NSHP funding if the lease
agreement or PPA is executed and has a start date on or after July 1, 2009. Lease agreements
and PPAs that are executed or have a start date before July 1, 2009, are not eligible for funding
even though the system may have been installed after this date. Lease agreements and PPAs
must have an initial term of no less than 10 years and must provide the lessee or customer the
following options at the end of the initial term of the agreement:

1) Renew the agreement
2) Purchase the system

3) Remove the system at no cost to the lessee or customer.

In addition, lease agreements and PPAs must demonstrate that the NSHP funding benefits the
end-use customer by directly and exclusively reducing the lease payments for the system or the
cost of electricity produced by the system. For applications in which a reservation is obtained
based on the builder/developer as an interim lessee or interim signatory of a PPA, as described
below, this benefit must be shown once the lease agreement or PPA is transferred to the
homeowner. In order for a lease agreement, or PPA, or transfer document to show the NSHP
funding benefits the end-use customer, the lease agreement, or PPA, or transfer document must
include express provisions showing the cost to the end-use customer without the NSHP
funding and the reduced cost to the end-use customer with the NSHP funding.

A builder/developer may sign a lease agreement or PPA as an interim lessee or interim
signatory of a PPA for the purpose of obtaining a reservation. However, prior to submitting a
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payment claim package, the lease agreement or PPA must be transferred from the
builder/developer to the homeowner as the end-use customer. For applications in which a
reservation is obtained based on the builder/developer as an interim lessee or interim signatory
to a PPA, a completed transfer document, as well as the referenced lease agreement or PPA,
must be submitted to the program administrator prior to expiration of the reservation. The
program administrator will verify that these documents meet the document requirements
outlined in this section.

For the first five years of the lease or PPA, the lessor or owner of the solar energy system, in the
case of a PPA, shall provide an annual status report to the program administrator on the
operation of the NSHP-funded solar energy system. The annual status report shall address
agreements executed through December 31 of each year, be submitted to the program
administrator no later than January 31 of each year, and shall include the following information
for each system:

1) Date that the agreement was fully executed and the start date of the agreement

2) Operational status of the system

3) Status of the agreement, and if status has changed, date of change and reason for the
change. (Status changes would primarily include, change in lessee or customer, system
purchase, termination of agreement, and system removal.)

The annual status report shall be submitted to the Energy Commission if the NSHP is not
administered by a program administrator.

If any lease agreement or PPA for a system that received funding from the NSHP is terminated
and the system is removed from the building on which it was originally installed, the NSHP
funding received by the applicant shall be repaid by the lessor or system owner to the Energy
Commission in the amounts specified below:

e If the agreement is terminated within one year of the system’s installation or the start
date of the agreement, whichever is later, 100 percent of the funding received shall be
repaid.

e If the agreement is terminated within two years of the system’s installation or the start
date of the agreement, whichever is later, 80 percent of the funding received shall be
repaid.

e If the agreement is terminated within three years of the system’s installation or the start
date of the agreement, whichever is later, 60 percent of the funding received shall be
repaid.

23



o If the agreement is terminated within four years of the system’s installation or the start
date of the agreement, whichever is later, 40 percent of the funding received shall be
repaid.

o If the agreement is terminated within five years of the system’s installation or the start
date of the agreement, whichever is later, 20 percent of the funding received shall be
repaid.

e Repayment shall not be required if the agreement is terminated more than five years
after the system’s installation or the start date of the agreement, whichever is later.

e Repayment will not be required if a system is destroyed by natural disaster or fire at no
fault of the lessor/owner or lessee/customer.

The lease agreement, or PPA, or transfer document should include provisions that specifically
discuss repayment obligations of the NSHP funding when there is early termination of the lease
agreement or PPA, and identify the party responsible for the repayment.

An applicant that obtains a reservation based on the builder/developer as an interim lessee or
interim signatory of a PPA assumes the risk of having to complete the system installation,
transfer the lease agreement or PPA to the homeowner, and submit a payment claim prior to the
expiration date of the reservation. Any such applicant that fails to satisfy these requirements
prior to the expiration date of the reservation must reapply for NSHP funding pursuant to the
rules in place at the time of reapplication and that reapplication is subject to funding
availability. Applicants are therefore encouraged to plan accordingly when applying for NSHP
reservations.

Nothing in this section precludes an applicant from using an otherwise valid reservation to

request a rebate for a system that is leased or provides electricity through a power purchase
agreement.
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CHAPTERIIII:

Incentive Levels and Structure

This chapter describes the incentives offered by the NSHP program. The NSHP provides an
Expected Performance-Based Incentive (EPBI) using a specific dollars-per-watt amount applied
to the Energy Commission-specified reference solar energy system. The incentive amount for
each applicant solar energy system is determined by analysis using the CECPV Calculator and
is paid when the solar energy system has been installed, approved by the local building
authority, and all program requirements have been met. Detailed information on how the
incentive amount is determined can be found in Section B.

Incentives will decline over the life of the program, with the program’s application process
closing no later than the end of 2016. Incentive levels and reserved volume are subject to
funding availability.

A. Incentive Levels and Decline Schedule

1. Incentive Levels for Market Rate Housing and Affordable Housing Common
Area Projects

There are two available incentive levels:

e Tier I Incentive: Beginning on January 12, 2012, the EPBI amount is based on the
reference solar energy system receiving $2.00/watt. The Tier I incentive applies to
projects that have an energy efficiency compliance margin of at least 15 percent better
than the Building Energy Efficiency Standards as specified in Chapter II, Section B.

e Tier II Incentive: Beginning on January 12, 2012, the EPBI amount is based on the
reference solar energy system receiving $2.25/watt. The Tier II incentive applies to
projects that have an energy efficiency compliance margin of at least 30 percent better
than the Building Energy Efficiency Standards and a space-cooling compliance margin
of at least 30 percent better than the Building Energy Efficiency Standards as specified in
Chapter II, Section B.

The actual incentive amount for a particular solar energy system and installation depends on
the EPBI calculation of the system’s expected performance compared to the reference solar
energy system. Incentive levels will decline when the cumulative MW capacity of plan-check-
ready applications® equals the MW reserved volume target specified in Table 3-1, below™. An

35 Plan-check-ready applications are complete reservation applications where the supporting

documentation has been reviewed and deemed correct by the program administrator.

36 For example, when the cumulative capacity of Tier I, Tier II, and affordable housing applications

(plan-check-ready applications) equals 5 MWs, the Tier I incentives will drop from $2.00/watt to $1.75/
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application deemed complete by the program administrator does not indicate reservation
approval and should not be considered a reservation approval. The program administrator’s
review for completeness is used merely for determining incentive level declines.

Funds reserved for solar energy systems not installed within the allowed reservation period
will be reallocated to the incentive level in effect at the time those approved reservations expire
or are cancelled, and the reserved volume targets from that point forward will be adjusted to
reflect the funds from the expired or cancelled reservations. Unused funds from reservations
for solar energy systems that reduce their size will be added to the incentive level in effect at the
time the program administrator receives notification of that change and supporting

documentation.

Table 3-1: EPBI Incentive Levels and Related Reservation Volumes

Tier I Incentive
(per watt, reference system)

Tier II Incentive
(per watt, reference system)

Reserved Volume
Target
(MW-AQ)

$2.00 $2.25 5
$1.75 $2.00 10
$1.50 $1.75 15
$1.25 $1.50 20
$1.00 $11.25 35
$0.75 $1.00 50
$0.50 $0.75 65
$0.25 $0.50 85

guidebook.

For the original incentive levels, please refer to the previous edition of the NSHP Guidebook.
*Reserved volume includes reserved affordable housing residential unit volume, discussed later in this

Source: California Energy Commission

2. Incentive Levels for Affordable Housing Residential Unit Projects

Beginning on January 12, 2012, the EPBI amount for affordable housing residential unit projects
is based on the reference solar energy system receiving $2.90/watt. The following incentive
levels apply to eligible affordable housing residential unit projects. Eligibility requirements for
affordable housing can be found in Chapter IV, Section A. The design of the incentive levels and

watt and the Tier II incentives will drop from $2.25/watt to $2.00/watt. At that time, the incentive level for
affordable housing projects will drop from $2.90/watt to $2.55/ watt, unless the incentive level had
already dropped to $2.55/watt because the 0.25 MW reserved volume target for affordable housing

projects had already been reached.
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decline structure for affordable housing is the same as the design for market rate housing as
discussed earlier.

Table 3-2: EPBI Incentive Levels for Affordable Housing Residential Unit Projects

Residential Dwelling Unit Common Area Reserved Volume
Incentive Incentive* Target**
(per watt, reference system) (per watt, reference system) (MW-AQ)

$2.90 0.25
$2.55 0.5
$2.20 0.75
$1.85 1.0
$1.50 1.75
$1.15 2.5
$0.80 3.25
$0.45 4.25

*Affordable housing common area projects receive the incentive levels that apply for market rate
housing.

**The reserved affordable housing residential unit volumes is included in the reserved volume for
market rate housing and affordable housing common area projects.

Source: California Energy Commission

Multifamily affordable housing projects using virtual net metering are eligible for the affordable
housing residential dwelling unit incentive for the portion of the solar energy system that is
allocated to the tenants. For multifamily affordable housing projects using virtual net metering,
the residential dwelling units must meet the energy efficiency requirements in Chapter II,
Section B.

3. Change in Incentive Level

When the cumulative MW capacity of applications (deemed complete by program
administrators) reaches the MW reserved volume target for that incentive level, the incentive
level will drop to the next incentive level. If the capacity for an application exceeds the
remaining capacity in the current incentive level, the reservation for that application will be
split between the current incentive level and the next incentive level. The Energy Commission
will not provide advance notice to inform program participants of a drop in the incentive
levels as shown in the above tables. However, information on the current incentive level, the
MW capacity approved for the current incentive level, and the MW currently under review
will be available on the NSHP Application Web Tool,
https://www.newsolarhomes.org/WebPages/Public/RebateLevel View.aspXx, to help applicants
make an informed decision on program incentives. It is the applicant’s responsibility to be
aware of the current incentive level and the MW capacity remaining in the current incentive
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level. Projects may be reserved at a lower incentive level than the