IPINIIWY. Business Energy Efficiency Programs

PNM New Construction and Retrofit Rebates Program

Policies and Procedures

Updated: January 31, 2022

This document conveys the rules, policies, and procedures that govern the PNM New
Construction and Retrofit Rebates Program (program) administration and customer
participation. It is a companion document to the Incentive Application forms. PNM has hired
DNV Energy Services USA, Inc., (“DNV”) to implement the program.
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1. Program Overview

The PNM New Construction and Retrofit Rebates program offers incentives to commercial and industrial
customers for energy efficiency improvements in new construction and existing buildings.

e Prescriptive Incentives are available for common equipment upgrades including lighting, cooling,
refrigeration and motors for retrofit, major renovation or new construction projects.

e Custom Incentives are available for retrofit, major renovation and new construction energy saving
measures not included in the list of qualified prescriptive measures.

Application forms are available on the www.pnm.com/bizrebates and www.pnmenergyefficiency.com
websites.

Energy efficiency program appointments and rebates are on a first come, first served, basis and are for a
limited-time only. Once program reaches its maximum capacity in any given year, the program will
resume the next calendar year. Funding for energy efficiency rebates for business customers comes from
the Cost-Effective Energy Savings Program line item on your commercial PNM energy bill.

The following sections provide detailed information on the actual measures and specific program details
related to each of the various offerings.

2. Program Marketing

PNM reserves the right to associate with your business and include your participation in the incentive
program for promotion and advertising. By participating in the Business Energy Efficiency Programs,
contractors and customers agree to be contacted by PNM and/or its representatives to participate in the
promotion of the program, including but not limited to: advertising, case studies, testimonials and other
marketing materials deemed appropriate by PNM.

In addition, the following rules and conditions apply concerning the co-branding of any marketing
materials:

e The PNM logo may NOT be used in any materials by any customer, contractor, or PNM Authorized
Contractor.

e Only designated PNM Authorized Contractors may use the following explicit language in their
materials: “PNM Authorized Contractor.”

e Marketing and other collateral materials created by PNM and/or its representatives may NOT be
co-branded with any company name and/or logo or other graphic and/or textual representation of a
customer, contractor, PNM Authorized Contractor business and/or representative of that business.

e (Customer, contractors, PNM Authorized Contractor websites MAY provide a link to the Business
Energy Efficiency Programs website.

These conditions can only be altered or revised with the express consent of PNM and/or its designated
representative.

3. Customer Eligibility

The energy savings from installed measures must occur on a meter with an eligible rate schedule. Most
non-residential rate schedules are eligible. Master metered non-residential rate schedules within
multifamily facilities are eligible. Individually metered residential rate schedules are not eligible to
participate on their own. Multi-family facilities are eligible to participate in the Multifamily Retrofit or New

2


http://www.pnm.com/bizrebates
http://www.pnmenergyefficiency.com/

Construction programs. A qualifying multifamily facility consists of a single commercial property
containing four stories or more.

Eligible rate schedules include:

e 2A, 2B, 3B, 3C, 4B, 5B (Excludes Flat or Unmetered Rates)
e Water and Sewage Pumping 11B
e Large Service for Public Universities 15B

o Large Service for Manufacturing-distribution level 35B

4. Project Terms and Conditions

Applicants must abide by all program rules as detailed in this document and the application
document(s). By signing the application agreement form, the customer agrees to all rules and
requirements in place on the date of signature. Customers should reference the measure specification
sheets for detailed technical requirements.

e Equipment installed on or after November 1, 2021is eligible for incentives under this
program. Equipment installed, or projects completed before this date is not eligible.

e The Final Application and all required documentation should be received by DNV within sixty days of
project completion. Any application submitted more than 6 months after project completion will be
deemed ineligible for payment. All equipment must be purchased and installed prior to submitting
the Final Application. All materials removed, including lamps and PCB ballasts, must be disposed of

properly.

e Equipment measures must involve capital improvements or equipment testing and repair (for
HVAC) that save energy through efficiency improvements. Savings must be sustainable for five
years. If the customer receives an incentive payment and does not install or removes the product(s)
before the end of the product’s life or within five years of installation (whichever is less), the
customer shall return a prorated amount of incentive funds to PNM.

e (Customers may be recognized as program participants in promotional materials after receiving an
incentive check; however, project details will not be released without prior consent. Customers
can opt-out of any recognition in a written letter to the PNM New Construction and Retrofit
Rebates program.

e The New Construction and Retrofit Rebates program team reserves the right to inspect all projects
to verify compliance with the program rules and verify the accuracy of project documentation. This
may include pre-installation and/or post-installation inspections, detailed lighting layout
descriptions, metering, data collection, interviews, and utility bill data analyses. The customer must
allow access to records and installation sites for a period of three years after receipt of incentive
payment.

5. Contractor Requirements
To create a positive customer experience and to ensure that Program funds are administered correctly and
accurately, a participating contractor or PNM Authorized Contractor must adhere to standards of
acceptable behavior and performance.




This includes but is not limited to:

e Complete and accurate program incentive applications

e Accurate representation of the Programs to customers.

e Submission of original signature or DocuSign™ Signature on Pre-Notification and Final
Applications.

e Submission of valid product invoices that accurately match the measures submitted in the
incentive application.

e Submission of valid supporting documentation.

e The permanent removal of equipment/fixtures that comply with the scope of the project for
which incentives are requested.

e The complete and accurate installation of new (not used) equipment as represented in the
incentive Application.

e Adherence to other provisions of this manual.

If violation of these standards of acceptable behavior and performance occur, the contractor will be notified,
and if deemed necessary, a meeting will be arranged to discuss the issue and determine if further action is
required. In the instance of a participating contractor who violates these standards, the customer and
contractor shall be notified of the cancellation of the incentive application. Additionally, violation of any
one of these standards shall result in the notification to the customer regarding violations of these
standards by the contractor, exclusion from any standard or bonus offer to PNM Authorized Contractors
(should they become available), and if applicable, removal from the PNM Authorized Contractor Program.
DNV or PNM may choose to communicate directly with customers at its discretion.

5.1 PNM Authorized Contractor (Trade Ally)

Contractors who complete certain program training, and satisfy program participation standards, are given
the PNM Authorized Contractor designation. The PNM Authorized Contractor network is designed to
improve customer familiarity with the program, increase customer satisfaction, and provide the program
team with a better understanding of how to interact with and support contractors in the market.

To become a PNM Authorized Contractor, a contractor must meet the following requirements:

e Submit a signed PNM Authorized Contractor Agreement, including all required documents
requested in the Agreement. Incomplete applications will be returned to the contractor. All
contractor agreements are subject to review, approval, and acceptance by DNV.

e Submit at least one incentive application that is processed to paid status per program year

e Attend an initial Program orientation and training session.

e Attend one or more program mandatory training sessions annually

Once a contractor completes the PNM Authorized Contractor training and submits at least two
applications for which incentive payment is issued, they will be eligible to receive third party incentive
payments. The Program reserves the right to suspend or remove contractors from the PNM Authorized
Contractor Program should any issues arise with the company as detailed in the PNM Authorized
Contractor Agreement.

A contractor who becomes a PNM Authorized Contractor has access to certain aspects of the Program not
available to all contractors, such as:
e Being published in the Programs searchable PNM Authorized Contractor Directory on the Program
website
e The opportunity to participate in advisory and focus groups
e Authorized Third-party Payment
e Limited-time offers or cash bonuses when offered by the Programs. All limited-time offers or cash
bonuses are subject to budget availability and can be terminated at the discretion of PNM.




5.2 Third-party Payment Authorization

Customers may assign payment of PNM New Construction and Retrofit Rebate program incentives to a
third-party under the following conditions:
e (Customers may assign payment of PNM program incentives directly to a contractor that performs
work included in that application only if they are an eligible PNM Authorized Contractor as outlined
in section 5.1.
e Customer may assign payment of the application directly to a Tenant. The Tenant must be located
within the Landlord’s facility identified in the Incentive Application.

6. Incentive Caps

In no case will PNM pay more than 100% of the incremental measure cost or 50% of the total pre-tax
project cost and not to exceed $400,000 in any given year at any given site. Applicants are eligible to
re-apply for remaining rebate incentives in subsequent years. The paid incentive is capped at 100% of
the incremental measure cost or 50% of the total project cost, whichever is lowest. Incremental
measure cost is the difference between the cost of installing a high-efficiency piece of equipment and
the alternative lower cost of installing a standard efficiency piece of equipment. The PNM New
Construction and Retrofit Rebates Team will use data provided by the customer, and typical industry
base cost, to determine the incremental measure cost. In some cases, the full measure cost will be used,
in other cases only a portion of the full measure cost is appropriate. Direct labor costs incurred by the
PNM customer will not be considered as measure costs for each measure.

7. Types of Incentives

This section provides specific details of the type of incentives available under the PNM New
Construction and Retrofit Rebates program. The program applications provide further details
regarding incentive levels and technical specifications. This program is not meant to provide
incentives for fuel switching (e.g. from gas to electric), renewables, onsite generation, or gas
chiller, or other gas equipment projects.

7.1 Prescriptive Incentives

Customers can choose from an established (prescriptive) list of qualified measures with set
incentive levels for retrofit and new construction projects. The eligible measures are summarized
in the sections below. All applicants must review the program application forms for detailed
incentive and technical specifications before assuming any measure is covered.

e Equipment replacement projects must demonstrate that the old equipment has been
eliminated from the resale market and disposed of according to local rules and regulations

Retrofit Lighting

The prescriptive lighting component includes the following measures. Note that new construction
incentives and requirements differ from retrofit. Please reference the specification pages in the
application form for detailed requirements. Customers must dispose of PCB ballasts and

fluorescent lamps in accordance with local regulations.

e LED lamps, retrofit kits, and fixtures that have been approved by Design Lights Consortium (DLC)

or EnergyStar. The DLC designation as to its use will be used to determine its rebate. For example,
no DLC lamp designation will be approved as a retrofit kit.




e New LED fixtures replacing fluorescent and HID fixtures
e Occupancy sensors
e Daylight sensors

In no case will the program pay a rebate for lamps and retrofit kits that have been installed in fixtures
with cracked, broken, or yellowed lenses.

Horticulture Lighting

The PNM Retrofit Rebate program offers horticulture lighting incentives for eligible
improvements, incentives are available to non-residential customers within PNM service territory.
This measure is only available for retrofit rebate applications; New Construction applications are
not allowed. Pre-notification application is required; applications submitted without a pre-
notification will not be accepted.

New Construction - Lighting

New Construction lighting incentives are based on the lighting power density (LPD) in watts per
square foot for areas with improvement greater than ASHRAE 30.12016 corresponding to building
type. The incentive is calculated as follows: (LPD baseline - LPD actual) x Area x (50.50 for interior,
$0.60 for exterior). Area is gross lighted area of each space type. Incentives are for interior and
exterior lighting.

HVAC

Prescriptive incentives are available for a variety of cooling systems including air-cooled, split, or
unitary systems; variable refrigerant flow heat pumps; package terminal air-conditioners/heat
pumps; and air- or water-cooled chillers.

e Cooling equipment must meet the minimum qualifying efficiency levels; applications must
include product specification sheets to confirm the efficiency levels and tonnage.

Incentive example = $25/ton + $15/ton/0.1 efficiency improvement gquip. incentive X 6 tons at 13 EER = $150+$90
= $240 (12 EER qualifying efficiency; 6 ton AC unit)

Variable Speed Drives on HVAC Motors

Variable-speed drives (VSDs) installed on existing HVAC fans and HVAC pumps are eligible. New
chillers with integrated VSDs are eligible under the chiller incentive. VSDs on new equipment are not
eligible. VSDs required by code for New Construction are not eligible for incentives. The installation of
a VSD must accompany the permanent removal or disabling of any mechanical throttling devices such
as inlet vanes, bypass dampers, and throttling valves. VSDs for non-HVAC applications should use the
Custom application. This incentive is per controlled HP.

Motors and Variable Speed Drives for Motors

Incentives are available for three-phase motors ranging in size from less than 1 horsepower to 200
horsepower that meet or exceed the efficiency standard (NEMA Premium) provided in the table in the
program application. Motor incentives are calculated using the horsepower of the motor. Motors
exceeding 200 horsepower may be eligible for incentives under the Custom application. See Section 7.2
for further custom incentive information. Applicant must provide proof of two motors of that size out
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of which the most efficient was selected for installation. Note: The program offers prescriptive
incentives for Variable speed drives (VSD) on HVAC existing fans and pumps. These incentives are
located on the HVAC worksheet in the application. VSDs for any other process may be eligible for
incentives under the Custom application. See Section 7.2 for further custom incentive information.

Refrigeration

The program offers incentives for a variety of refrigeration measures including: Energy Star solid or glass
door freezers, LED refrigeration case lighting, strip curtains on walk-ins, night covers for displays, high-
efficiency evaporator fan motors, evaporator fan controllers, anti-sweat heater controls. These
measures reduce the operation of refrigerator compressors by reducing heat gain (strip curtains and
night covers) or eliminate the need for additional refrigeration by removing excess humidity on doors
(anti-sweat controls). The specifications and eligibility requirements for each measure are covered on
the prescriptive applications, except for vending machine occupancy controls. Vending machine
occupancy controls are provided free of charge to the customer for installation by Program-approved
PNM Authorized Contractor installers who are paid per unit installed by submitting the required
installation transaction report to the Program.

7.2 Custom Incentives

The PNM New Construction and Retrofit Rebate programs offer custom incentives for energy efficiency
improvements that do not fall under the prescriptive offering but have isolated and measurable or
verifiable energy savings.

All custom measures must pass a Program Administrator test, also called a Utility Cost Test (UCT), as
defined and calculated by PNM New Construction and Retrofit program engineers, using energy savings
and incremental measure costs provided by the customer and avoided energy and demand PNM costs.
Generally, projects with an equipment lifetime of greater than 5 years, and a simple payback of less
than 5 years are likely to pass this test. Projects with simple paybacks in the 5-8 year range are at risk
of not passing this test. Itis possible for projects with simple paybacks beyond 8 years to pass this
test, but as the payback term increases, the likelihood of the project passing this test decreases. For
this reason, pre-notification applications are strongly encouraged, to allow program engineers the
opportunity to work with customers and their contractors to evaluate the UCT in advance of project
investment. Note that if costs, savings, or other project parameters change during implementation,
those changes could impact the UCT. Incentive payments and the UCT calculation will be based upon
the final completed project.

Custom incentives are calculated using estimated first-year kilowatt-hour savings. For current incentive
levels please see the current program year application. Actual incentive payments are based on either (1)
documented electrical energy (kWh) reduction or (2) an electrical energy reduction estimate approved
by PNM New Construction and Retrofit Rebates. The incentive payment cannot exceed 100% of the
energy-efficiency-related project cost or 50% of the incremental cost.

e Equipment replacement projects must demonstrate that the old equipment has been eliminated
from theresale market.

The Custom application form provides further detail on the specific measure criteria, supporting
documentation, and savings calculation inputs required for the applicant to be eligible for an incentive.
It isup tothe applicant to present a convincing case for how energy savings should be estimated. The
PNM New Construction and Retrofit Rebates Team is available to assist in developing energy savings
estimates. Where applicable or not otherwise specified ASHRAE standard 90.1-2016 will be the
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assumed baseline.

Examples of Custom measures include but are not limited to:

e Light fixture improvements not covered under the prescriptive measures
e Improved Automatic Controls (time switches, sensors, etc.)
e Building envelope improvements (solar screens, etc.)

Ineligible projects include, but are not limited to, cool roofs, electrical generation projects including
renewables, fuel switching, and customer-owned onsite generation.

New Construction Whole Building Incentives

The least expensive and most effective time to make a building energy efficient is during the Design
phase. The collective efficiency impact of ideal building orientation, envelope investments and
electrical and mechanical systems will be greater when these building elements are specified based
upon an integrated design. Careful project management throughout the construction phase will
ensure that efficiency-related design decisions get implemented in the building.

The PNM New Construction and Retrofit Rebates program offers two tiers of incentives for New
Construction Whole Buildings. The first tier requires that the building be at least 10% more efficient
than the baseline standard of ASHRAE 90.1, 2016, and provides a one-time incentive of $.10/ annual
kWh saved over this baseline. If a building is 20% more efficient than the baseline standard, the
incentive increases to $.12/annual kWh. This higher incentive applies to all kWh saved, not just the
savings beyond the first tier.

Whole Building - Owner Incentive

50.14

50.12
$0.12/kWh

50.10
$0.10/kWh

£0.08

£0.06

£0.04

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20% 22% 24% 26% 28% 30% 32% 34%

Incentives are limited by the following:

= Paid on estimated annualized kWh savings only.

= Estimating savings following ASHRAE 90.1-2016 Appendix G standards (including errata; excluding

addenda; not including Exceptional Calculation methodology) as quantified in a final report
indicating the annual energy savings of the baseline and the design case.

= Savings as demonstrated using energy simulation modeling tools capable of hourly
calculations in multiple thermal zones (e.g. a program such as Trane Trace and eQUEST). The
tool used must be approved by PNM New Construction and Retrofit Rebates program staff.

= Savings associated with interior buildings systems; exterior lighting is not included in
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calculations; renewable generation is not included; process loads must be the same for both
baseline and proposed design.

= Energy efficiency measures not eligible or receiving any other incentive by PNM. The customer
must choose between Prescriptive and Custom incentives for building equipment and individual
systems or this Whole Building incentive.

* Maximum incentive per project may not exceed $400,000 and is limited to 50% of the pre-tax
project cost.

= The Whole Building Incentive approach follows a performance rating method that enables the
design team to identify the interactive effects of energy efficiency measures across all building
systems during the design process. For example, achange in proposed lighting power density
affects both heating and cooling consumption, and in most cases will achieve savings greater
than the lighting system alone.

Supporting Documentation

* Calculated values for the baseline building performance, the proposed design, and the
percentage improvement.

* Alist of energy efficiency measures included in the proposed design that differ from the
baseline.

* Input and output reports from the approved energy simulation modeling tool, with a
breakdown of energy usage by component.
* An explanation of any error messages that appear in the simulation program

output reports. Eligible projects are limited to:
* PNM customers on an eligible rate

« Construction projects that are in the design phase and will be substantially
complete within 24 months of agreement acceptance by PNM.

8. Application Process

Energy efficiency program appointments and rebates are on a first-come, first-served, basis and are
for a limited time only. Once the program reaches its maximum capacity this year, the program will
resume next calendar year. Funding for electric rebates for business customers comes from the
Electric Energy Efficiency line item on your commercial PNM energy bill. Funding status can be checked
either by calling the PNM New Construction and Retrofit Rebates phone line at (505) 938-9400 or by
email at energyefficiency@pnm.com .

A single application form is utilized for both phases of the application process: Pre-Notification
Application and Final Application. If submitting a prenotification application, simply check the “Pre-
notification” box on the form and submit for pre-approval review and the reservation of funds. To
request payment for a completed project, submit the same form with the “Final Application” box
checked, and any changes indicated. The Final Application must be returned with an original signature
and complete documentation before incentives will be paid.

The process of applying for a program incentive is designed to be simple and to involve as few steps
as possible. The PNM New Construction and Retrofit Rebates program staff is available Monday -
Friday 9 am - 5 pm, excluding official US holidays, to facilitate the application process. All customer
information will be held in confidence.
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Step 1: Submit a Pre-Notification Application

While strongly recommended for all projects to reserve funding, a Pre-Notification Application is
required for retrofit projects where the review team must verify the pre-existing conditions. This
includes, but is not limited to, projects with de-lamping and HID fixtures being retrofit to LEDs. For
custom projects, the Pre-Notification process is important for providing a preliminary energy savings
methodology, to help identify potential incentives, and ensure that the proposed approach is
acceptable to the PNM New Construction and Retrofit Rebates Team.

e If anapplicant plans on installing more equipment than there is space available on the form,
multiple copies of the required page can be submitted. Please make a note that additional
pages are included when you send in your completed Pre-Notification Application.

Businesses with multiple locations throughout PNM service territory may submit one application for all
locations or may send applications for different projects at different times.

e Ifaprojectincludes multiple sites, please checkmark “This Application represents multiple
accounts/premises” on the Applicant Information page and use the Multi-Facility page in
the application to include a list of all sites, addresses, PNM account numbers, and
appropriate contact information for those sites.

The PNM New Construction and Retrofit Rebates Team will review all pre-notification applications for
eligibility and completeness of customer information in the order received. Funds will not be reserved
for the project until the team receives a completed application. The PNM New Construction and
Retrofit Rebates Team will notify the applicant of any deficiencies, but the applicant will lose its place
in the review process until all requested information is received.

The PNM New Construction and Retrofit Rebates Team will alert the applicant by letter of the amount
of incentives reserved and the reservation expiration date. Incentive funds will be secured for 180 days.
The customer may request, subject to approval by the PNM New Construction and Retrofit Rebates
Team, that the funding be reserved for more than 180 days if the project schedule is expected to extend
more than six months. The PNM New Construction and Retrofit Rebates Team may contact the
customer periodically to ensure that the project is moving forward and may cancel the commitment
based on the customer’s response. Funds that have been reserved are not transferable to other projects,
facilities, and/or customers. It is the customer’s responsibility to contact the Program staff if a project is
delayed, substantially changed, orcanceled.

Step 2: Install Equipment or Perform Project Work

The customer or contractor installs the equipment or performs other project work according to the
specifications described for the eligible measures. Detailed specifications associated with each of the
individual programs are provided on the program application form.

Step 3: Submit Final Application

Within 180 days of project completion, the applicant submits the Final Application with all required
supporting documentation. The project completion date shall be determined by the date the energy-
efficient equipment becomes operational. Applications submitted more than six months after project
completion will be deemed ineligible for payment except where the PNM New Construction and
Retrofit Rebates team has specifically agreed to further extend the reservation. Applicants may use a
copy of the Pre-Notification Application with changes indicated and checkmark the “Final Application”
boxin the form.

e Documentation must include invoices detailing the specific equipment and purchases, the
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services provided, and other costs.
e The location or business name on the invoice must be consistent with the application information.

e The project invoice must provide sufficient detail for the PNM New Construction and Retrofit
Rebates team to separate the costs of the energy efficiency measures from the costs for
other services such as repairs and building code compliance.

e Incases where the PNM Authorized Contractor will receive the incentive payment directly, the
submitted invoices must include the full cost of the measures and not only show the portion of
the project cost that the PNM customer will pay. For incentive measure cap purposes,
customerinternal labor cannot be considered part of the project cost.

The PNM New Construction and Retrofit Rebate Program Team reserves the right to request additional
supporting documentation with the Final Application as deemed necessary to ensure measure
eligibility and verify that the expected energy savings will occur. Additional documentation may
include butis not limited to: equipment purchase dates, installation dates, proof that the equipment is
operational, manufacturer specifications, warranty information, proof of customer co-payment, or
commissioning reports. All projects that request and/or receive incentive funding may require onsite
inspections and/or equipment monitoring to verify energy savings before determining the final
incentive payment.

The customer can designate a third party as the recipient to receive the final incentive payment. The
customer must sign the final application in the appropriate places and initial the Agreement in the
appropriate place before the incentive will be paid to a third party. The third-party receiving the
incentive must also sign the agreement.

Step 4: Final Application Review

The PNM New Construction and Retrofit Rebates Team will review all applications and final project
documentation for eligibility and completeness. Completed applications will be reviewed in the order
received. Funds will not be authorized for payment until the team receives a complete application and
determines that the project meets the program eligibility requirements. Applicants who submit
incomplete applications will be notified of deficiencies but will lose their place in the review process
until all requested information is received. Incentives will be paid within four to six weeks after the
PNM New Construction and Retrofit Rebate Programs Team approval of the Final Application.

e Incentives are available until funds are exhausted. Applications will be reviewed against
the program rules in place at the time the completed application is submitted.

Third-Party Application Submittal:

Some customers may desire to have their application incentives issued to third parties such as
their PNM authorized contractor (“Trade Ally”) or tenants who submit rebate applications on their
behalf. PNM requires a customer signature on the Agreement page of the application form. For
parties other than a PNM authorized contractor, we must have a letter of release from the
customer delegating the rebate processing. The letter must be dated within 6 months of the final
rebate date.
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8.1 Pre and Post Inspections

The PNM New Construction and Retrofit Rebate Program team reserves the right to inspect and monitor
all projects to verify compliance with the program rules, verify the accuracy of project documentation,
and verify equipment/system performance. This may include pre-installation and/or post-installation
inspections, detailed lighting layout descriptions, metering, data collection, interviews, and utility bill
data analyses. Recipients of the incentive payment must allow access to records and installation sites
for three years after receipt of incentive payment. In addition to program team inspections, randomly
selected applications may also require inspections by a “Measurement and Verification” contractor.
The purpose of these inspections is to verify claimed energy savings as well as to evaluate customer
experiences. These additional inspections are not related to those required for processing applications
for incentives.

8.2 Special Considerations for the Custom Incentive Application

For custom incentive requests, customers must document the estimated energy (kWh) savings,
demand (kW) savings, and costs as defined above. The calculations and assumptions supporting the
kWh impact estimates and the resulting incentive amount are subject to PNM New Construction and
Retrofit Rebates Team review and approval (including a UCT analysis). The PNM New Construction and
Retrofit Rebates Team will work with customers or their installation contractor or consultant to
develop a methodology and to identify the information necessary to support the savings estimate and
to verify the savings after installation. However, the customer is required to provide project
documentation to support this analysis.

9. Payment Process

The PNM New Construction and Retrofit Rebate program incentives will be paid directly to the
customer unless the customer indicates a PNM Authorized Contractor as a third-party recipient (See
section 5.2 for Third-party Payment Authorization requirements). The customer must indicate the
exact name of the designated payee and the appropriate tax identification number on the
application. Payment will not be made until the proper incentive application supporting
documentation is received and reviewed by the PNM New Construction and Retrofit Rebate Program
Team. All Final Applications must be fully completed with final documentation. Final Applications
also require the signature of the customer and, if a third-party incentive payment is requested, the
signature of the designated PNM Authorized Contractor to receive the incentive payment.

To verify that the customer has paid for the project work, detailed invoices indicated as “PAID” must
be submitted with the Final Application. Invoices must be itemized with the costs for equipment,
labor, supplies, and other applicable costs. The location or business name on the invoice must be
consistent with the application information. Applicants may be asked to provide more detailed
information about their project, on the equipment location, and/or to aid in the program pre and
post-inspection process. Power or other operating measurements or monitoring may be required for
verification of calculated energy savings prior to approval of incentive payments. Applicants will be
asked to provide proof of payment for invoices.

Incentives will be paid within four to six weeks after the PNM New Construction and Retrofit Rebate
Program Team approves the Final Application. In some cases, incentive checks may be hand-
delivered where both parties agree.
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10. Changes to the Application or Discrepancies after
Verification

If the project scope has changed or the Final Application funding request differs from the Pre-
Notification Application reserved funding amount, the project will be reviewed in light of funding
availability. If the funding requested is higher than the funding initially reserved, any reserved funding
thatis associated with an approved portion of the project will be paid. The additional portion will be
reviewed by the PNM New Construction and Retrofit Rebates Team. If the additional portion is
approved and incentive funding is still available, the additional incentive amount will be added to the
project total. If there is no incentive funding available or the applicant has otherwise met project caps,
the excess incentive requested (or a portion thereof) will be denied. If the Final Application amount
decreases from the reserved funding, the approved project will be paid at the lower amount.

If there are discrepancies between the Final Application and the PNM New Construction and Retrofit
Rebates Team on-site verification and/or analysis, the customer will receive notification of these
differences. This notification provides an opportunity for the customer (or contractor) to dispute

the inspection results before the final decision is made. If the PNM New Construction and Retrofit
Rebates staff has not been notified of a dispute, the revised incentive levels will be confirmed, and
the checkissued.

11. Dispute Resolution

The PNM New Construction and Retrofit Rebates Team will take every possible step to ensure a high
level of satisfaction with all aspects of the program. However, if any problems or concerns should arise,
we encourage you to contact the PNM New Construction and Retrofit Rebates Team immediately at (877)
607-0741, or by email sent to energyefficiency@pnm.com.

12. PNM Authorized Contractor Removal

Contractors operating as a PNM Authorized Contractor under the PNM New Construction and Retrofit
Rebate program are required to follow program rules as outlined in the program policies and procedures
and the PNM Authorized Contractor agreement. If, while operating as a PNM Authorized Contractor
under the PNM New Construction and Retrofit Rebate program, DNV or PNM obtains adverse
information about a contractor, orif a contractor is suspected of any fraudulent activity the contractor
will be disqualified and will not be eligible for participation as a PNM Authorized Contractor as PNM
shall determine, in its sole discretion, at any time.

13. Billing Release

The PNM New Construction and Retrofit Rebate Program Team keeps all customer information in
confidence unless given permission by the customer. Third parties must acquire written authorization
from the customer they are representing to receive billing data from PNM or the PNM New Construction
and Retrofit Rebate Program Team. The minimum components must be included in the written
authorization provided by the customer to release theirinformation to a third party:
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= Customer name of record for each customer account

= Customeraccount number for each property to be released

= (Contact name for each customer account

= (Contact information for each customer account (include: phone, fax, email)

= Address for each account number

=  Meternumber

= Signature of the customer of record

= Title of the customer of record

» |dentification of the third party to receive the information (Company, title, address)

14. TaxImplications

Incentives are taxable. If your incentive is greater than $600, the PNM New Construction and Retrofit
Rebates Team may report your incentive as income on IRS Form 1099. If the customer signs over the
incentive to a third party (e.g., contractor), then the third party will receive Form 1099 and is responsible
for any tax liability. PNM and DNV are not responsible for any taxes that may be imposed on your
business as a result of your receipt of this incentive.

15. Definitions

Commissioning: Commissioning is a process to ensure that systems are designed, installed, functionally
tested, and capable of being operated and maintained to perform in conformity with the design intent.

Custom: Custom refers to incentives that are tied to energy savings for a specific project that does not fit
under the prescriptive menu. An energy savings analysis is required to receive a custom incentive.

Customer: The decision-maker at an organization or firm that receives electric service from PNM on an
approved retail rate schedule. This is often determined by tax identification number, although other
factors may also be considered.

Energy Efficiency Ratio (EER): The EER is a rating used to measure air conditioning efficiency in

Btuh per Watt. The rating is typically measured when the outside air temperature is 95°F. The
higher the rating, the more efficient the equipment.

Final Application: This is the request for payment. Within six months of project completion, the
customer must submit a Final Application. The Final Application must include an original signature
and all appropriate backup documentation, including detailed invoices.

Incentive: The incentive (rebate) is the amount to be paid to the customer or contractor once the
energy efficiency measure(s) have been installed and the final project documentation has been
approved. Incentive levels are determined based on the project specifications and are detailed on the
application forms.

Incremental Cost: Incremental measure cost is the difference between the cost of installing a high-
efficiency piece of equipment and the alternative lower cost of installing a standard efficient piece of
equipment. The PNM New Construction and Retrofit Rebates Team will use data provided by the
customer to determine the incremental measure cost. In some cases the full measure cost will be used,
in othercases only a portion of the full measure cost is appropriate. Direct labor costs incurred by the
PNM customer will not be considered as measure costs for each measure.

Integrated Part Load Value (IPLV): The IPLV is a calculated efficiency based on measured efficiency
levels at 25, 50, 75, and 100 percent load of the cooling equipment. The Air Conditioning and
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Refrigeration Institute publishes the equation to calculate this rating. The qualifying efficiency values
are listed on the application for chillers and will be used to determine the chiller incentive amount.

Major Renovation: Major renovation projects include tenant build-out of a building shell, a building
addition, or a change in building use.

Maximum Aggregated Monthly Demand: Maximum aggregated monthly demand is the highest
demand for a billing period. This value is available on your bill under the service information section.

New Construction: Projects that qualify under new construction are for new PNM accounts (or
meters) and major renovations as defined above.

Pre-Notification: Pre-notification is the application process of informing the PNM New Construction
and Retrofit Rebates Team of your project plans for pre-approval based on customer eligibility and
project requirements.

Prescriptive: Prescriptive measures are pre-determined and do not require energy savings analysis to
qualify for an incentive.

Retrofit: A retrofit project is when an existing building or system undergoes an efficiency upgrade or
controls are added to the equipment.

PNM Authorized Contractor: A PNM Authorized Contractor (“Trade Ally”) is an industry professional
who has received training on program procedures and has agreed to follow the program’s policies and
procedures. PNM Authorized Contractors include equipment vendors, contractors, engineers,
architects, and energy services providers.

Utility Cost Test (UCT): The UCT is a metric used by the program to assess the cost-effectiveness of
proposed energy efficiency expenditure from a sponsoring perspective. The PNM New Construction and
Retrofit Rebates Program requires that all measures that receive a custom incentive are verified to have
a UCT that is greater than 1. The PNM New Construction and Retrofit Rebates Team will calculate the
UCT for a proposed project using energy savings and cost information provided by the customer.

16. Program Contact Information

PNM New Construction and Retrofit Rebates Program Phone: (505) 938-9400

c/o DNV Energy Services USA, Inc. Fax: (505) 938-9401

320 Gold Ave. SW, Suite 500 Email: energyefficiency@pnm.com

Albuquerque, NM 87102
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