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STATE OF CALIFORNIA — NATURAL RESOURCES AGENCY EDMUND G. BROWN JR., Governor

CALIFORNIA ENERGY COMMISSION

1516 NINTH STREET
SACRAMENTO, CA 95814-5512
Www.energy.ca.gov

The Energy Commission is currently soliciting ideas and stakeholder input for the 2018 — 2020
EPIC Triennial Investment Plan. For those that would like to submit an idea for consideration in
the 2018-2020 EPIC Triennial Plan, we ask that you complete the form below. Submittals are
due by 5:00 p.m. on February 10, 2017.

Part 1. Initiative Description and Purpose:
1. Please provide a brief description of the proposed initiative:

This initiative will develop and demonstrate validated investment grade risk-management
tools and processes to identify, quantify, and mitigate performance risk for the purpose of
financing and guaranteeing energy performance, particularly in under-served sectors such
as small- and medium-sized commercial buildings. This will allow energy efficiency and
other aspects of the building performance value stream to be properly valuated and
reflected in asset values at low transaction costs, and that in turn can significantly expand
the scope and scale of energy efficiency finance.

2. What technical and/or market barriers would the proposed initiative help overcome? For scientific
analysis and tools, what knowledge gaps would the proposed initiative help fill?

All energy efficiency investments have performance risk i.e. actual performance does not meet
design intent because construction was not as designed, systems are not operated as intended,
or occupancy and use assumptions prove incorrect. From a financing perspective, this
performance risk is a major barrier to greater investment in high-performance, energy-efficient
buildings because it is not properly and routinely quantified or managed, compared to other risks
such as income, vacancy, and costs of capital.

The absence of robust investment-grade performance risk management products and services in
commercial real estate creates significant impediments to sourcing investment capital at scale. A
key problem is that commercial real estate stakeholders simply do not have the means to
routinely conduct investment-grade valuation of building performance. Conventional underwriting
and appraisal processes do not traditionally account for high-performance property attributes.




Part 2. Benefits and Impacts
3. If this initiative is successful, either fully or partially, what would be the expected impact?
Who are the primary users and/or beneficiaries?

The primary impact would be significant increase in the scope and scale of energy
efficiency finance, particularly in under-served sectors such as small and medium sized
buildings, by virtue of lowering transaction costs and increasing the transparency of
energy performance risk analysis and management.

The primary users of the risk management tools and strategies developed under this
initiative are building developers, owners and financiers.

4. Describe what quantitative or qualitative metrics or indicators would be used to evaluate
the impacts of the proposed initiative:

Energy savings ($, kBtu) attributable to investments that were enabled by these risk
management products and services.




5. Please provide a list of peer-reviewed references that support the responses for questions 3
and 4. Proposed initiatives that include peer-reviewed references will be given stronger
consideration.

Mathew, P., Wallace, N., Alschuler, E., Kolstand, L. Commercial mortgages: An
underutilized channel for scaling energy efficiency investments? ACEEE Summer Study
on Energy Efficiency in Buildings. August 2016. American Council for an Energy Efficient
Economy.

(Note: The above reference is limited to commercial mortgages. But the initiative is
intended to cover a range of financing channels)

6. (For technologies only) What competitive advantages does the proposed technology
solution have over current benchmark technologies? If the technology is beyond the
prototype stage, what strategies do you suggest to bring to scale?

N/A - This initiative is not about technology development, but rather about tools and
processes for performance risk management.




Part 3. Connection to Energy Commission’s EPIC Framework

Energy Commission staff have developed a draft strategic framework to guide the CEC's
planning and implementation of EPIC across triennial investment cycles. One of the objectives
of the draft strategic framework is to communicate a consistent set of priorities for organizing
current and future EPIC investments.

7. Please indicate which of the following strategic framework themes you feel the proposed
initiative best fits within:

Advance Technology Solutions for Deep Energy Savings in Building and Facilities
Accelerate Widespread Customer Adoption of Distributed Energy Resources
Increase System Flexibility from Low-Carbon Resources

Increase the Cost-Competiveness of Renewable Generation

Create a Statewide Ecosystem for Incubating New Energy Innovations
Maximize Synergies in the Water-Energy-Food Nexus

Develop Tools and Analysis to Inform Energy Policy and Planning Decisions
Catalyze Clean Energy Investments in California’s Underrepresented and
Disadvantaged Communities

If Other, Please Specify

Accelerate Widespread Customer Adoption of Energy Efficiency by Addressing Financing

Barriers
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