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Market and Economic Conditions

Of the 6.7 million Bay Area’s residents that are employed, 3.3 million are employed in non-farm jobs.
(Additional market and economic conditions will be included based on further research.)

Built Environment

The Bay Area contains over 2.7 million housing units. Nearly 1.4 million of these housing units are single
family units. More than 52% of the housing stock in the Bay Area was built prior to 1970. (30% before
1939, 15% between 1940-1949, 27% between 1950-1959, and 28% between 1960-1969™.

In 2007, residential electricity usage (15,771 MkWh), while residential natural gas usage (14,566
Mtherms) in 2007.

! Source: 2006-2008 American Community Survey 3-Year Estimates, custom table for the 8 participating counties.
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Overall Financial Condition of Unincorporated Bay Area Areas

(Financial indicators and conditions of the Bay Area and their impact relevance to the program design
areas are currently being researched further through market research which will be conducted in the
second quarter of 2010.)

After the demographic and social analysis has been completed then criteria will be developed in
consultation with the Steering Committee to enable the Program Team to select areas to target with
specific marketing and messaging. Criteria may include age of building, energy usage, demographics, or
“like” types of age or building design for a neighborhood approach to take advantage of bulk purchasing
and thus lowering costs to the contractors.

Program Design

Program Overview

Retrofit Bay Area helps property owners identify the right mix of financing and incentives for energy
efficiency, renewable energy, and water efficiency improvements, combined with education about
additional opportunities to improve home health and safety through the retrofit process. For maximum
benefit, the program will encourage contractors and customers to approach the building as an
integrated system rather than a combination of individual widgets or separate systems. The essence of
the building-as-a-system approach is that an optimized building shell (thermal boundary) provides
increased comfort and indoor air quality while enabling smaller and more affordable space conditioning
equipment and reduced energy use associated with space heating and cooling. The thermal boundary
consists of two layers or components — air barrier and insulation — both of which should be continuous
as well as contiguous (in contact with each other) for optimum performance. Because of the interaction
between the thermal boundary and space conditioning loads, heating or cooling systems upgrades are
ideally not to be performed until the building shell is optimized. Building shell and duct air sealing will be
addressed in conjunction with combustion appliance safety and indoor air quality tests. Related water
efficiency and health and safety measures and base load (i.e., year-round) energy reduction measures
involving major electrical appliances, lighting, plug loads, and demand response can be performed at any
time without compromising the loading order, which establishes the proper sequence of energy
improvements.

Participation Paths for Residential Projects

Retrofit Bay Area will offer two participation paths to allow contractors to transition incrementally from
business as usual to the preferred performance-based whole-building method of building retrofitting: (a)
Basic Path and (b) Advanced Path. In both paths, Retrofit Bay Area will encourage contractors to go
beyond basic energy retrofits and offer their clients comprehensive green retrofits and renewable
energy investments that maximize utility bill savings and building comfort, health, and safety. The
recommended measure sequence is illustrated in Figure #2, below.
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Figure 2. Measure Sequence

BASIC
“Weatherization”

Required & optional
prescriptive measures

OPTIONAL GREEN BUILDING MEASURES

RENEWABLES
“Reduce, then Produce”
The following table is the latest draft from the Home Energy Retrofit Coordinating Committee (HERCC)

that shows the Basic and Advanced Packages, eligible measures and expected 10U incentives. A final
version of the table below is expected by April 28, 2010.

Package Eligible Measures Standard Rebate Options
Advanced v Comprehensive Work Scope Homeowner Rebate
|Performance ¥ Use of Approved Simulation software to predict savings 50% of total cost, 55,000 max.
v BP| Accredited Contractor
a 20% §2,500
5% Additional 5625
|Basic Shell v’ Air Sealing Homeowner Rebate
¥ Attic insulation
¥ Duct test and seal 51,000
v Insulation of Domestic Hot Water (unless new water heater)
|Basic Heating ¥ Air Sealing Homeowner Rebate
¥ Attic insulation or Duct test and seal
v Insulation of Domestic Hot Water (unless new water heater) 51,500
¥ Heating equipment
|Basic Cooling ¥ Air Sealing Homeowner Rebate
v Attic insulation or Duct test and seal
¥ Insulation of Domestic Hot Water (unless new water heater) 51,500
¥ Cooling Equipment
Mandatory ltems:
¥ Combustion Safety (requires BP| Building Analyst)
v CO Alarm
¥ Comprehensive Work Scope
Recommended measures: Ask your contractor about applicable
d  wWall Insulation utility, local government, and federal
[ Efficient Water Heater rebates for these additional items
d Cool Roof
d Demand Response
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Basic Path: As per the above table, Single-family property owners participating through the Basic Path
have the choice of three Basic Packages including Shell, Heating, Cooling. Property owners may choose
one or more of these three options but all projects require combustion safety testing by a Building
Performance Institute (BPI) Certified Building Analyst, installation of a CO alarm, and comprehensive
work scope to be eligible for financing and incentives.

e Air Sealing

0 A blower door test shall be performed before and after air sealing which achieves a
minimum 20% reduction in CFM @ 50 Pascals. It is recommended that reductions of
greater than 20% be achieved, whenever possible.

O Blower door Test-in and Test-out numbers must be recorded.

0 Air sealing must also be observable for verification, e.g. sealing all major penetrations
and gaps in the attic, top plate, etc.

0 Weather-stripping of doors and windows shall be included.

0 Air sealing shall include repair of broken or unconnected ducts and minor sealing of
major leakage areas at connections, e.g. plenum, boots and platform returns in garages.
Performance of a duct blaster test is not required.

e Attic Insulation, but only after Air Sealing is completed as described above. Attic insulation must
meet current Title 24 code. If code cannot be met, then project must meet the requirements of
the Advanced path.

e Duct Test and Seal, all duct sealing work and testing must be completed by a qualified C-20
contractor that is BPI-certified and participating in the program.

e Cooling and Heating Equipment, work scopes that include design and installation of cooling and
heating equipment must completed by a BPI-certified contractor.

e Hot Water System insulation, including hot water tank and accessible hot water pipes and first
5 feet of cold water piping (if space permits).

e Combustion Appliance Safety Testing shall meet BPI standards for combustion appliance safety
checks.

e Carbon monoxide sensor: Installation of a combined carbon monoxide sensor and smoke alarm.

Adjustments to the Basic measure list may be made as necessary to align with Prescriptive Whole House
Retrofit Program (PWHRP) design.

Advanced Path: In this path, single-family projects will be required to perform a HERS Phase II-compliant
audit and rating (Whole House Home Energy Rating with test-in and test-out and combustion safety
testing) and submit a written report that includes a list of recommended cost-effective measures. The
purpose of the audit and report is to:

e To set a baseline energy score/index that will serve as a performance metric

e To describe baseline conditions/physical infrastructure present in the building at start of project.
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e To provide supporting documentation for the financing application and proposed performance
of work.

e To help the property owner understand baseline conditions and the basis for the recommended
options.

The project work scope can include any combination of energy efficiency and renewable energy
measures that produce at least a 20% improvement in whole building energy performance, as modeled
using a HERS ll-approved building energy simulation software package. Because this path does not
prescribe particular measures that must be installed, it is well suited to the introduction of emerging
technologies into the marketplace. Any technology that offers quantifiable benefits that contribute to
the performance target is eligible.

Comprehensive Green Retrofits:

Homes that receive comprehensive building energy and water retrofits will meet most if not all the
criteria for earning the GreenPoint Rated label. This option can be pursued in combination with either
the Basic or the Advanced path. It includes measures such as water efficiency and additional health and
safety measures that are not traditionally part of a building energy retrofit, but are nevertheless
beneficial to the environment, can reduce greenhouse gas emissions, and improve health and safety.
They are therefore deemed worthy of the property owner’s consideration.

The Basic and Advanced paths both specify program requirements for addressing building shell and
HVAC mechanical systems in keeping with building science-based best practices related to loading order
and building performance. In addition, the program will recommend additional measures and retrofit
strategies that are compatible with both paths:

e Category 1: Program prerequisites and optional energy and water efficiency measures that are
permanent improvements to the property and thus eligible for PACE financing.

e Category 2: Optional energy and water efficiency measures that are not permanent
improvements to the property and thus ineligible for PACE financing, but may qualify for
measure-specific incentives from the water and energy utilities.

e Category 3: Non-energy and water measures that are not eligible for financing or incentives but
help a building qualify for a green building label, which has been shown to enhance market
value.

The following table summarizes the Basic and Advanced measures and their associated eligibility for
financing, incentives, and GreenPoint Rated credit for single-family buildings. A comparable measure list
will be developed in the future for multifamily as part of detailed program design.

Table 1. Eligible Single-family Measures

PACE Eligibility Utility | GreenPoint

Measure ] incentive Rated
Basic Advanced | pioipility | Credit

Min. 20% improvement in whole building ,
Req’d Yes Yes
energy performance
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Combustion appliance safety testing Req’d Req’d Yes Yes
Carbon monoxide sensor Req’d Req’d Yes Yes
Air sealing Req’d Yes Yes
Attic insulation Yes Yes Yes
Hot water system insulation Req’d (Part of Yes Yes
performance
Programmable thermostat Yes calc)) Yes Yes
Window replacement Yes Yes Yes
HVAC replacement Yes® Yes Yes
Energy-efficient pool pumps and solar hot
Yes Yes Yes No
water pool heaters
Title 24-compliant lighting fixtures and/or
i Yes Yes Yes Yes
Energy Star rated fixtures & controls
On-demand water circulation control pump Yes Yes Yes Yes
Energy STAR bathroom fan vented to the
. Yes Yes Yes Yes
outside
High-efficiency toilet (HET) Yes Yes Yes Yes
Landscape improvements that produce a
reduction of at least 30% in Estimated Total
Yes Yes Yes Yes
Water Use, as calculated per the Model
Water Efficient Landscape Ordinance
Energy-efficient light bulbs (for non-T24
compliant and/or Energy Star rated lighting No No Yes Yes
fixtures)
Energy Star appliances No No Yes Yes
Smart power strips No No No No
Low-flow showerheads and plumbing leak
i No No No Yes
repairs
Foundation — Identify moisture sources in
contact with the foundation and/or crawl
space and correct any problems. Control No No No Yes
ground moisture in crawl space by installing
vapor barrier

? Contractor certification through the Building Performance Institute is required. System design and installation
must adhere to Home Performance with Energy Star protocols.
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Exterior — Installation of high efficiency
irrigation systems, mulch in planting beds to No No Yes Yes
2” or local water ordinance requirements

Garage exhaust fan (in attached garage) No No No Yes
Minimize & divert/recycle construction

No No No Yes
waste
Test for radon in zip codes where radon is

No No No Yes

expected

Renewables: For purposes of PACE financing, projects that propose to include renewable energy
generation must also include an energy-efficient retrofit work scope that satisfies one of the two
following conditions:

1. Basic Path: Install at least one of the Basic Packages; or

2. Advanced Path: Lead to 20% energy performance improvement prior to installation of
renewable energy technologies; or

3. Bring the modeled building performance up to the 2005 Title 24 energy standard for
that building

Financing and Incentives

The Bay Area program will use its own resources plus those of allied programs to offer financial
incentives to all residential retrofit participants. These financial incentives are in the form of grants,
rebates, and tax credits as well as innovative financing options. They will be derived from a variety of
cooperating sources, including investor-owned utilities and water districts as well as state and federal
agencies. The level of incentives will depend on the participating property type and project pathway. A
key program function will be to help property owners identify all the applicable financing and incentives,
regardless of the source, and bundle them to maximize the property owner’s economic benefits.

Property Owner Incentives

Some local governments are allocating EECBG funds toward new incentives to supplement the utility
rebates and other financing opportunities. It is recommended that all incentives reward participants
who follow the preferred “loading order” by reducing the building’s need for heating and cooling before
sizing and upgrading the HVAC system or installing renewables. This is accomplished first by offering the
Basic path’s focus on low-cost insulation and air sealing, and then also by offering greater incentives to
participants that go beyond the Basic path to the Advanced path. A second desired outcome of an
incentive strategy is the creation of a sense of high value and time urgency to motivate customer
participation now, rather than to defer their participation into the future. To this end, local governments
could employ a tiered and declining step incentive structure compatible with that planned by the
California utilities and modeled on the rebate strategy used by the California Solar Initiative (CSI) and
the New York State Energy Research and Development Authority (NYSERDA) programs with a declining
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rate over time to encourage early adoption. Specific incentive design should be tested through
consumer market research.

Property-Assessed Clean Energy (PACE) Financing

A key incentive for participation by property owners will be the availability of PACE financing, which will
enable amortization of retrofit costs through property tax bill payments based on AB 811 and its
subsequent amendments. Certain counties in the Bay Area have already implemented or are in the
process of implementing PACE programs:

County of Sonoma— Energy Independence Program
City and County of San Francisco — Green Finance SF
Alameda County, San Mateo County, Santa Clara County and Solano County — CaliforniaFIRST Program

Both the Sonoma County and San Francisco County programs are specific to those jurisdictions. The
CaliforniaFIRST Program is a statewide PACE program that could eventually also include other Bay Area
counties, if those counties choose to participate in the program. The CaliforniaFIRST Program
anticipates accepting new counties in the program in Fall 2010.

In order to limit new debt burdens on property owners and help them achieve cash-positive retrofits,
every effort will be made to assist the property owner in accessing all available rebates/incentives
before tapping into PACE financing. Retrofit Bay Area will develop effective tools for compiling,
disseminating, and updating information on all electric, gas and water utility rebates and incentives,
state rebates and incentives, federal tax credits, local rebates and incentives, and any other funding
assistance that may be available to the property owner. A key objective will be to package and
communicate these bundled incentives to facilitate ease of understanding for the property owner as
part of the retrofit process. In addition, the Team will identify opportunities to partner with key
stakeholders (such as the serving utilities) to seamlessly consolidate applications forms and procedures
to achieve as near to “one-stop” service as possible for participants.

Financing Structure. The County of Sonoma and the City and County of San Francisco programs
structure their financing using a micro-bond or interim financing approach for residential projects. The
CaliforniaFIRST Program is designed to utilize one of two financing structures: 1) micro-bond, and 2)
pooled bond. The structure will depend on what will appeal to the widest investor market and to sell
these bonds into the markets that provide the best execution. In both approaches, participants apply
for financing, receive a reservation confirmation and then receive funding after completion of project
installation and verification by the County or Program Administrator. Payment will be made directly to
homeowners or may be assigned by participating homeowners over to their contractors, as is done with
the California Solar Initiative rebate program.

Grant Assistance. Ensuring competitive interest rates will be key to making the program attractive to
Bay Area property owners. To this end, the County of Sonoma, the City & County of San Francisco, and
the CaliforniaFIRST Program applied for and received staff recommendation for award of grant money

17



Retrofit Bay Area Program Design Manual

from the State Energy Program to buy down the interest rate for early adopters into the program. The
Team will also coordinate with utilities and other incentive providers to make participants aware of the
range of financing incentives they qualify for and to integrate various streams of financing.

Financing Enhancements and Bond Covenants. The various programs will incorporate financing
enhancements to improve the overall bond attractiveness to investors. Such enhancements may include
bond structures such as Qualified Clean Energy Bonds. Other strategies for improving bond rates include
the existence of a debt service reserve fund and creation of a diversified bond market.

The PACE programs will develop bond covenants, such as foreclosure terms, prepayment terms, and the
size of the debt service reserve fund, to provide additional security to investors while balancing costs to
the participating property owner.

PACE Programs Outline: The PACE programs in the region plan to issue bonds and finance projects by
establishing financing districts. This process is completed for all counties mentioned above. A basic
outline of the programs follows.

Table 4. Programs Outline

Sonoma County San Francisco County CaliforniaFIRST

Enabling Law AB811 and AB 474 Mello-Roos AB811 and AB 474

Launch Date Spring 2009 Spring 2010 Summer 2010

Energy Efficiency, Energy Efficiency,

Energy Efficiency,

Eligible Measures

Renewable Energy, Water
Efficiency

Renewable Energy, Water
Efficiency

Renewable Energy,

Eligible Property Types

Residential, Commercial

Residential, Commercial
to follow later in program

Residential, Commercial
to follow later in program

PACE (AB811) Property Eligibility Criteria. All owners of improved real property within participating

areas are eligible for the existing and pending programs. Real property owners may be individuals,

associations, business entities, cooperatives and any other owner who pays real property taxes, subject

to certain limitations. At this time, financing through the programs’ assessments is not available for

properties that do not pay property taxes, such as governmental entities and certain non-profit

corporations.

In order to receive financing from the programs, the property to be assessed and its owners must meet

the following basic requirements.
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Table 5. Residential Property Requirements

Criteria Energy Independence GreenFinanceSF CaliforniaFIRST
1. Location The real property is The real property is located The real property is located
located within the within the City and County of | within the participating
County of Sonoma San Francisco. County, and if within the
boundaries of an incorporated
city, the city must have
adopted a resolution joining
the CaliforniaFIRST Program.
2. Use The subject property The subject property may be | The subject property may be
may be used for used for residential purposes | used for residential purposes
residential and non- at launch. Non- at launch. Non-
residential purposes. residential/Commercial residential/Commercial
properties to be added properties to be added shortly
shortly after launch. after launch.
3. Equity The sum of all liens Property must meet Property must meet minimum

against the subject
property plus the
amount requested for
financing cannot exceed
110% of the value of
the property (assessed
or market, whichever is
greater). To meet this
criterion, projects can
be submitted (1) with a
lower requested
amount to not exceed
the 110% limit
calculation or (2) with a
recent appraisal by a
California licensed
appraiser certifying a
property value that will
achieve the 110% limit
calculation.

minimum equity threshold of
0% for all private debt to
assessed ad/or market value
of property, before
consideration of
GreenFinanceSF Program
improvements and the
GreenFinanceSF Assessment.

a positive equity threshold of
20% for all private debt to
assessed ad/or market value
of property, before
consideration of
CaliforniaFIRST Program
improvements and the
Assessment.

4. Foreclosure

There must be no
notices of default or
foreclosure filed against
the subject property
within the past 5 years.

There must be no notices of
default or foreclosure filed
against the subject property
within the past 5 years.

There must be no notices of
default or foreclosure filed
against the subject property
within the past 5 years.
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5. Lender Property owner is Property owner is current on | Property owner is current on

Notification current on mortgage(s) | mortgage(s) and has notified | mortgage(s) and has notified
and has notified all all mortgage lender(s) of the | all mortgage lender(s) of the
mortgage lender(s) of property owner’s intent to property owner’s intent to
the property owner’s utilize Program financing. utilize CaliforniaFIRST Program
intent to utilize For commercial property, financing. For commercial
Program financing. For | consent of the mortgage property, consent of the
commercial property, lender to Program financing mortgage lender to
consent of the is required. CaliforniaFIRST Program
mortgage lender to financing is required.
Program financing is
required.

6. Taxes Property taxes and Property taxes and Property taxes and

assessments are
current on the
property, and there
have been no
delinquencies on the
property in the past 5
years.

assessments are current on
the property, and there have
been no delinquencies on the
property in the past 5 years.

assessments are current on
the property, and there have
been no delinquencies on the
property in the past 5 years.

7. Involuntary

The property is not

The property is not subject to

The property is not subject to

Liens subject to any any involuntary liens of $500 | any involuntary liens of $500
involuntary liens of maximum aggregate amount. | maximum aggregate amount.
$500 maximum
aggregate amount.

8. Value Improvement costs Improvement costs bear a Improvement costs bear a

Ratios bear a reasonable reasonable relationship to reasonable relationship to

relationship to assessed
and/or market rate of
property value. A
property value-to-lien
ratio of at least 10:1 will
be used as a minimum
guideline. If more costly
improvements are
proposed, the Program
Administrator may
require additional
information supporting
both the reasonable
relationship of the

assessed and/or market rate
of property value. A property
value-to-lien ratio of at least
10:1 will be used as a
minimum guideline. If more
costly improvements are
proposed, the Program
Administrator may require
additional information
supporting both the
reasonable relationship of
the improvements to the
property, and information
related to the ability of the

assessed and/or market rate
of property value. A property
value-to-lien ratio of at least
10:1 will be used as a
minimum guideline. If more
costly improvements are
proposed, the Program
Administrator may require
additional information
supporting both the
reasonable relationship of the
improvements to the
property, and information
related to the ability of the
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improvements to the
property, and
information related to
the ability of the
property owner to
repay the assessment.

property owner to repay the
assessment.

property owner to repay the
assessment.

9. Minimum
and Maximum
Project
Amounts

The minimum advance
from SCEIP is $2,500.
Amounts from $2,500
to $5,000 will be set for
repaymentin 5 or 10
years. Projects over
$5,000 may be repaid
over a term of either 10
or 20 years, at the
property owner’s
option. Projects of
$60,000 up to $500,000
will require approval by
the Program
Administrator.

Projects valued at
$500,000 and above
will require specific
approval by the

Board of Supervisors.

Project cost must be a
minimum of $5,000. Project
costs that exceed $50,000 or
10:1 value ratio, which ever is
greater, shall be subject to
discretionary review and
approval by the program
administrator. The value
ration includes the
capitalized expenses
associated with financing.

Project cost must be a
minimum of $5,000.
Residential project costs that
exceed $75,000 or 10:1 value
ratio, which ever is greater,
shall be subject to
discretionary review and
approval by the Program
Administrator. The value ratio
is inclusive of overlapping
public debt and the capitalized

expenses associated with
financing.

Table 6. Property Owner Requirements

Criteria

Energy Independence

GreenFinanceSF

CaliforniaFIRST

1. Owners

Applicant is the legal
owner of the property
All owners must sign the
Unanimous Consent and
Agree to the Program
Terms and Conditions.

Applicant is the legal
owner of the property
All owners must sign the
Unanimous Consent and
Agree to the Program
Terms and Conditions.

Applicant is the legal owner of
the property All owners must
sign the Assessment Contract
and Agree to the Program Terms
and Conditions.

2. Bankruptcy

Property owner has self-
certified no declared
bankruptcy within the
past 7 years in the
County of Sonoma.

Property owner has self-
certified no declared
bankruptcy within the
past 7 years in the City
and County of San
Francisco. Property
owner is not in
bankruptcy and the

Property owner has self-certified
no declared bankruptcy within
the past 7 years within the
County. Property owner is notin
bankruptcy and the property is
not an asset in a bankruptcy
proceeding within the County.
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property is not an asset
in a bankruptcy
proceeding in the City
and County of San
Francisco.

Property owners may submit more than one application for funding under the programs if additional
energy or water improvements are desired. However, all previous criteria must be met at the time of
each new financing application. Valuation for the property will be determined using established industry
approved methodologies. Costs for the scope of work will be determined using contractor estimates and
qguotes provided by the property owner.

City Participation Process

Eight of the nine counties are participating in Retrofit Bay Area. Napa County chose not to participate
and therefore will not have a local implementation budget. However, NAPA will benefit from regional
infrastructure, tools, and resources that can be utilized if they choose to invest in a building retrofit
program in the future. Each of the participating local lead agencies (e.g. County) has passed a resolution
agreeing to allow the Association of Bay Area Governments to act as their fiscal sponsor, and SEP
program administrator.

Property Owner Engagement

Retrofit Bay Area will create a communications strategy that is primarily focused on one basic outcome:
motivate homeowners to invest in energy efficient and green retrofits to their properties. General
information on the economic and environmental benefits associated with retrofits is by itself insufficient
to precipitate large numbers of energy retrofits. Retrofit Bay Area’s approach will be to employ
innovative community-based social marketing methods, based on a thorough understanding of property
owner perceptions related to retrofit benefits and barriers. Research has shown that technical
information and narrowly-defined economic self-interest alone are unlikely to bring about sustainable
behavior on the large scale contemplated for this Program. Unlike conventional marketing campaigns,
which are successful at promoting products or services aligned with current behaviors, we are also
seeking to promote widespread behavioral changes that translate into widespread adoption of energy
retrofits. A community-based social marketing approach holds the promise of uncovering the barriers to
behavior change and offers a promising strategy for inducing large-scale changes in behavioral patterns.
It leverages known drivers of socially responsible behavior, including methods to elicit personal
commitments, visible community norms, and positive word of mouth.

Retrofit Bay Area will complete early stage market research that will include targeted surveys and focus
groups to test the preliminary program design and drive the final program design. A key research
outcome will be development of a comprehensive communications plan. The plan will detail innovative
and robust public education, marketing, and outreach strategies using allied public service organizations
to stimulate interest and promote wide participation. It will also be designed so that it can be readily
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adapted and scaled for use by the Bay Area’s incorporated cities. The communications plan will include a

strategy for multiple languages and points of contact: telephone, web-based, community and

neighborhood events, presentations and updates to civic and business groups, retail stores, use of

surrogate marketing conduits such as contractors and realtors, as well as targeted in-person field

contacts. All of these efforts will be coordinated with existing Bay Area outreach resources, events and

strategies.

The communications plan will address the multi-cultural needs of the Bay Area:

Targeted market actors and potential public service group allies

Primary communication channels and access

Experience of existing building performance contractors and their customers
Coordinated messaging with existing programs

Branding through a consistent look and feel of program materials

Marketing collateral such as brochures and PowerPoint presentations
Educational materials, such as fact sheets, project briefs, and FAQs

Targeted trade publications for articles

Trainings for property owners, facility managers, and other market actors
Infrastructure, including a toll-free telephone number, e-mail address, and marketing website
Event-based market campaigns

Contact management system

Timetables for materials development, review, and outreach

Indicators to evaluate success

The communications plan will outline a suite of strategies to capture energy efficiency opportunities

from multiple trigger events:

Building improvement projects aimed to address comfort, health, and utility bill complaints
Replacement of mechanical systems at end of useful life (replace on burnout)

Remodel projects

Building improvements aimed to maximize market value at time of sale or rental

Building improvements aimed to correct deficiencies disclosed at time of purchase

All of these trigger events represent opportunities to provide energy efficiency technical assistance,

incentives, and financing in alignment with the building owner’s prior motivations. These events are

conducive to stakeholder-based marketing strategies through industry stakeholders who have direct

contact with consumers.
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Table 7. Trigger Events

Trigger Event Industry Stakeholders

Comfort, health, and utility bill Home performance contractors, HERS Raters

complaints

HVAC replace on burnout HVAC contractors, IHACI, SMACNA, City building
departments, equipment retailers, and
wholesalers

Remodel projects General contractors specializing in remodeling,

design / build, City building departments,
equipment retailers, and wholesalers

Building improvements at time of Real estate professionals, Associations of
sale/ purchase/rental Realtors, financial institutions

In addition to solid industry ally channels, the communications plan will outline a range of direct-to-
consumer communication strategies to generate positive word of mouth and enable consumers to learn
about the Program and participate. This strategy is particularly important for reaching consumers with
comfort, health, and utility bill complaints. These consumers are generally unaware of effective
strategies to address their complaints and they do not know who to call for help. We will recruit
community leaders and opinion leaders to act as role models. We will utilize events, contests, and
recognition programs to give energy efficiency visibility.

The communications plan will provide system requirements for the program website. Key customer
acquisition functionality will include:

e Analytical usability testing to maximize the conversion of website visitors into program
participants

e Refining and distributing content on building energy usage to optimize the website’s placement
in natural search engine results. Tracking placements and conversions.

e Experimenting with the placement of ads on Google, Yahoo, Bing, Yelp, Service Magic, the
Yellow Pages, and other such sites as it deems appropriate and cost-effective. Ads will be placed
exclusively online with offers designed to generate leads for building energy audits and
retrofitting.

In addition, Retrofit Bay Area will also make aggressive use of Internet marketing — specifically usability
testing, Search Engine Optimization, and social media such as Facebook and Twitter—to reduce the
overall cost of customer acquisition.

Retrofit Bay Area will work with the Appraisal Institute and local Association of Realtors and Multiple
Listing Service (MLS) boards to determine practical mechanisms to recognize added value of green
building improvements. The Program will emphasize the high value of energy efficiency retrofits as a
precursor to renewable energy installation and develop standard communication mechanisms to

24



Retrofit Bay Area Program Design Manual

recognize added value. A key objective will be to gain inclusion of HERS and GreenPoint Rated scores on
MLS listings to encourage considerations of building performance attributes at time of sale.

The Program will design, produce, and distribute a consistent set of high quality educational and
marketing materials throughout the Program term. These materials will include both print and
electronic/web documents. Details of these materials will be developed using guidance to be provided
through the proposed market research and program planning activities described earlier. The materials
will be designed to support specific Program outreach strategies and their needs. Examples include the
following:

e Handouts, banners, and booth-type displays for events and static display opportunities
e Press releases and briefing sheets

e Draft media-support materials

e Online program newsletters

e Public tutorials and media events

e Testimonial compilations

e Economic analyses

e Possible retrofit contest publicity

e Detailed program participation guidance

Video vignettes may also be considered with later funding support. All materials for both print and web
use will be developed with a consistent professional style. Key materials will be created in both English
and Spanish, with possible additions of other important hard-to-reach groups’ languages such as
Vietnamese and Mandarin.
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Business Capacity Development

Contractor Credentials

To be included in the published Contractor Directory, contractors must (a) meet minimum credential
requirements, as specified below; (b) attend a mandatory program orientation workshop; and (c) sign a
contractor performance agreement, stipulating to the Program’s training, certification, accreditation,
work quality performance and quality assurance requirements. Participation requirements may be
modified as necessary to align with utility program requirements.

Table 8. Contractor Credentials

Program Pathway | Minimum Credential Requirements Advanced Credentials
Basic e Applicable state license requirements e Certified Green Building
pertaining to building profession and Professional

project work scope

e Certificate of completion of program
orientation and training

e BPI Building Analyst certificate required
for project work scopes that include HVAC
equipment replacement

Advanced- e Class B General Building Contractor e Company-level BPI

Residential accreditation

e All project crew leads certified as BPI
Building Analyst and HERS Il Whole House e BPI Certificate in Air
Home Energy Rater Conditioning / Heating,

e Certificate of completion of program Envelope, or Multifamily

orientation and training e GreenPoint Rater-Existing
Homes

A prerequisite to program participation will be successful completion of a Retrofit Bay Area program
orientation and training session, which will cover program participation requirements (including
customer service standards, data reporting, financing and incentive mechanisms, and quality assurance
process); blower door test and combustion safety test; and core non-energy measures. All contractors
will be trained to implement basic no-cost or low-cost green measures that contribute to home health
and safety. Contractors will be oriented on the availability of training to provide more comprehensive
green retrofit services.

Contractors who enter the program with the minimum credentials to participate in the Basic pathway
must obtain their Advanced-path credentials within 12 months of signing the contractor performance
agreement in order to remain in good standing. Contractors who lack Advanced-path credentials can still
offer Advanced-path services to their clients by hiring an independent HERS Il Whole House Rater to
conduct pre- and post-project HERS Il audits.
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For multifamily buildings, these credentials will be further refined in the future during detailed program
design.

Workforce Training Plan

The Team will develop and implement a regional workforce training and job placement plan to ensure
adequate supply-side capacity to meet expected demand for energy efficiency and renewable retrofits.
The workforce plan will be based on a comprehensive inventory of all existing relevant education
providers and trainings currently offered in the Bay Area. All existing curricula will be evaluated and
categorized based on target audience and resulting job pathway. A gap analysis will be conducted to
evaluate additional training needs. Any additional training content developed in response to the gap
analysis will conform to industry-recognized training standards, including Home Performance with
Energy Star program guidelines, Building Performance Institute standards, HERS training and
certification requirements, and Certified Green Building Professional standards.

The workforce plan will be developed in partnership with key stakeholders, including local community
college districts, Workforce Investment Boards (WIBs) and other professional training organizations. The
plan will identify gaps in green workforce development, including needs for additional job training
opportunities, job placement services, coordination with other economic development efforts, and
additional marketing and outreach to hard-to-reach audiences. The plan will seek to leverage workforce
development grants through the California Clean Energy Workforce Training Program (CEWTP), which
have been awarded to the following local organizations in the Bay Area. The Program plans to offer
$125K in scholarships up to $1000 per contractor for testing, field mentoring, and certification fees
(e.g., BPI, HERS) on a first come first served basis.

Table 9. Workforce Grants

Green Building and Clean Energy Retraining Category: Award Amount
Contra Costa Community College District $1,000,000
Sonoma County $1,000,000

Green Building and Clean Energy Pre-Apprenticeship Training Partnerships

Category:

Peralta Community College District $1,000,000
City of Richmond $1,000,000
San Francisco Department of Economic & Workforce Development $998,550
Solano Community College $418,751
Bay Area Total $5,417,301
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Stakeholder Engagement

A key strategy to ensure success both in the Program design and its implementation will be to engage a
broad range of stakeholders starting early in the process and continuing throughout program
implementation. Retrofit Bay Area will develop and implement a comprehensive stakeholder
engagement strategy that delineates specific regional and local roles to reach industry partners, utilities,
individual contractors and contractor groups, building industry associations, property owner groups,
green jobs training coalitions, economic development organizations, and others. Such engagement will
ensure that all relevant information, insights, and perspectives are woven into the design and
implementation of the Program. The participating stakeholders will also be regularly involved and
informed of program goals, progress, and results.

Stakeholder engagement will proceed in three phases.

e Phase 1: Program Design and Political Buy-in. Stakeholder engagement will focus particularly
on those entities that control independent programs and resources that complement Retrofit
Bay Area program implementation if properly coordinated and those entities whose political
support would be instrumental in gaining the necessary legal and policy approvals for program
launch. Examples include the investor-owned and municipal utilities; cities and other public
agencies in the Bay Area; related labor unions and trade associations; Workforce Investment
Boards, community colleges and other jobs training providers.

e Phase 2: Program Implementation Planning. Stakeholder engagement will focus on the rank-
and-file contractors whose participation is essential to program success.

e Phase 3. Program Launch. Stakeholder engagement will reach out to community groups and
related organizations who can help reach targeted segments of the population.

Examples of the broad range of potential stakeholder groups that the Program will engage and their
particular areas of expertise are summarized in the following table.

Table 10. Stakeholders

Financing Retrofit Marketing Training / Quality
Program & Implemen- & Work Force Assur- Report-
Admin Incentives tation Outreach | Development ance ing

A. Public Sector Stakeholders

Air Quality
Management v v v v
District

Building Permits,

e v v v
building inspectors
Cities v v v v v
Community v
Colleges
B.ay Area Business v v
License
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Financing Retrofit Marketing Training / Quality
Program & Implemen- & Work Force Assur- Report-

Admin Incentives tation Outreach | Development ance ing
Department
Bay Area Staff v v v v
Bay Area Treasurer
and Tax Collector’s v v
Offices, Legal
Energy Utilities v v v v v v v
Bay A.rea (')'ffice of v v v
Sustainability (COS)
Public Affairs v
Waste
Management v v v v
Districts
Water Districts v v v v v v
Workforce v v
Investment Boards

Private Sector Stakeholders
Appraisal Institute v
Association of v
Realtors
Contractors v v v v v v
Equipment retailers v v
and wholesalers
.Fina-ncital v
institutions
HERS Providers v v v v
Labor unions v v
Media v
Realtgrs and v
appraisers
Trade associations v v v
Consumer Groups

Business Owners v v v
Chambers of v
Commerce
Community Based v
Organizations
Environmental v
organizations
Home Owners v
Associations
Property Managers v v v
Property Owners v v v
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Bulk Purchasing

Retrofit Bay Area will seek and secure discounted pricing opportunities, as available, for select products,
materials, and technologies with manufacturers, distributors, and contractors. The Program and
appropriate local partners will seek to negotiate special pricing for select products (such as appliances,
insulation, and photovoltaic panels) to drive down costs in order to maximize the number of Bay Area
residents who can afford to participate in the Program.

Performance Standards and Quality Assurance Protocols

Retrofit Bay Area will collaborate with the Investor-owned Utility programs to implement and oversee
rigorous performance standards and quality assurance protocols. That utility program quality assurance
process for Prescriptive Whole-House Retrofit and Whole House Performance Programs meet all
requirements of the national Home Performance with Energy Star program, using a combination of
individual job scope review, job data reporting, a dispute resolution process, and onsite full retesting
and inspection of selected jobs. These protocols currently apply only to single-family projects.

For single-family projects, the QA/QC program will include the following elements:

e Confirmation that interested contractors have proper license, bonding and certification
(professional credentials)

e Mandatory contractor orientation workshop and participation agreement

e Successful and positive customer satisfaction surveys

e |OU-provided toll-free lines for customers to report contractor compliance issues

e Management of corrective actions through program implementers

e Requiring building permits and inspections consistent with local government and requirements
and state standards for every job that receives PACE financing or incentives

e Third party verification that the project meets program eligibility criteria and will perform as
designed: verify the contractor’s first three projects and then at least 5% of completed jobs for
Building Performance Institute (BPIl)-certified contractors; at least 15% of completed jobs for all
other contractors

Comparable QA/QC protocols will be developed in the future for multifamily projects during detailed
program design.

Coordination with Existing Local and Statewide Programs

Retrofit Bay Area will coordinate with IOU DSM program offerings, including the Prescriptive Whole-
House Retrofit and Whole House Performance Programs (PWHRP and WHPP), Home Energy Efficiency
Rebate (HEER), Appliance Recycling Program (ARP), Comprehensive HVAC, SmartAC and the Residential
Demand Response program; Low Income Energy Efficiency, California Solar Initiative (CSI), Summer
Discount Plan (SDP), Multifamily Energy Efficiency Rebate Program (MFEERP); Customized Retrofit
Incentives, and Retro-commissioning Program.

30



Retrofit Bay Area Program Design Manual

The California Solar Initiative, in particular, offers a unique opportunity to leverage a coordinated
statewide educational and marketing campaign with customers to “first reduce, then produce” in order
to optimize all building energy efficiency and renewable opportunities.

The California Solar Initiative, in particular, offers a unique opportunity to leverage a coordinated
statewide educational and marketing campaign with customers to “first reduce, then produce” in order
to optimize all efficiency and renewable opportunities within their home.

Retrofit Bay Area will leverage the IOU program elements that enhance local offerings.

e Co-branded and coordinated marketing, education and outreach materials (customer and
contractor facing);

e Program training courses for contractors;

e Alist of participating contractor qualifications and requirements;

e Program quality assurance and quality control protocols;

e Customer and potentially contractor incentives;

e Program EM&V; and

e Data management system development combining ARRA and IOU funding, to the extent feasible
The Low/Moderate Income Weatherization programs active in the Bay Area also offer opportunities for

collaboration. Examples include installation protocols, diagnostic procedures, cost reduction strategies,
program administration systems, and geographic coverage planning.

Financing and incentive opportunities for provider coordination are promising. The Program will
leverage a number of longer-term consumer financing and incentive mechanisms expected to extend
beyond 2012. The Team will identify and coordinate with all participating providers of relevant funding
sources and existing programs, including:

e Local allocations through the Energy Efficiency and Conservation Block Grant (EECBG) program

e Investor-owned and municipal utility energy efficiency incentives, both measure-specific and
performance-based, including the 2010-2012 Statewide Program for Residential Energy
Efficiency (SPREE)

e Prescriptive Whole House Retrofit and Whole House Performance Programs (a component of
SPREE), through which the California Public Utility Commission has directed the state’s investor-
owned utilities to invest $113 million through 2012 in statewide programs

e Department of Community Services and Development (CSD) Weatherization Assistance Program
(WAP)

e CPUC Low Income Energy Efficiency Program (LIEE)

e Home Energy Efficiency Rebate Program (HEER)

e Appliance Rebate Program (ARP)

e CA Solar Initiative (CSI)

e Enterprise Green Communities Program, for affordable multifamily

e Home Depot Foundation grants, for affordable multifamily
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Neighborhood Stabilization Programs

Energy Efficient Mortgages, FHA 203K mortgage funds, and other FHA and HUD financing
DOE Weatherization Assistance Program Climate Action Plan funding.

State Strategic Growth Council

Department of Labor workforce grants

Local program energy and water rebates and incentives

Program Tracking and Reporting

The Program Implementation Manual will incorporate a detailed Information Technologies

Requirements document that fully specifies the program tracking and reporting needs. The process for

developing those requirements follows two parallel tracks:

Track 1: Specify program work processes and data flows. This Program Design Manual provides
the overarching framework for specifying more detailed work process, data flows, and IT
functionality needs.

Track 2: Assess available systems for their ability to meet program functionality needs. California
First’s web portal, Project DX, and the GreenPoint Rated tracking system will be integrated to
provide an information technology (IT) platform to collect and manage information on program
performance and progress towards program goals. These systems will be further integrated with
the utility program tracking system.

In combination, this parallel track development process will provide:

Ongoing program measurement and reporting data, including:

Overall program success

Program performance relative to monthly goals for number of retrofits, financing, jobs created,
and energy savings and other performance requirements

Performance reporting in Total and by Construction Supervisor

Audit information: number of projects, average HERS and GreenPoint Rated scores, projected
average energy savings, conversion rate to project retrofits

Retrofit information: number of projects, average cost, average energy savings, counts and
savings by top measures, estimated GHG emission reductions, participation rates in loan and
incentive programs

Loan information: number of loans (total, energy efficiency, and solar), average loan amount
(total, energy efficiency, and solar), average interest rate, total monthly payments versus
monthly savings, average terms, average payback

Quality Assurance: number of inspections on qualifying projects

Customer satisfaction survey results

Annual reports will include the following analysis results:

Customer benchmark information: distribution of key demographic and housing stock
characteristics

Analysis of customer participation as a function of marketing efforts and other key drivers
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e Comparison of initial audit recommendations and final retrofit results

e Analysis of estimated energy usage and savings as a function of key demographic and housing
stock characteristics and retrofit work scope

e Analysis of estimated monthly energy savings based on engineering models, compared to
monthly energy bill payments (recommend requiring customer release of utility bills to
participate)

e  Program cost effectiveness

Assuring submittal of complete data by contractors will be greatly eased by tying PACE financing
availability and utility program incentives for property owners to their contractor’s compliance with the
data reporting requirements. Retrofit Bay Area will collaborate with the utility programs to gain access
to that data for reporting to local governments, CEC, and DOE, as required.

As already noted, the HERS Il process for single family projects will require contractor-run computer
simulations to baseline energy use and energy savings estimates for each home. In the alternative Basic
path, Retrofit Bay Area will collaborate with the utility program staff to derive similar model-based
estimates of energy savings that can be calculated from basic project input data. Ongoing utility bill
monitoring will be used for further verification of savings and differentiation between technical and
behavioral elements of the net changes in home energy use.

Tracking and reporting functions will be built into a comprehensive information technology (IT) system
that supports the work flows outlined in Figures 3 through 7. These figures illustrate work processes and
data flows as five sequential phases: (1) Contractor Engagement; (2) Project Selection; (3) Program
Acceptance; (4) Funding Payment; and (5) Funding and (6) Tracking. Each figure illustrates the
chronology and work flows from the perspective of five entities: (1) property owner; (2) program
website; (3) contractor; (4) auditor; and (5) funding administrator (Retrofit Bay Area staff).

Evaluation, Measurement, and Verification

Critical to success of the Program will be the accurate evaluation, measurement, and verification
(EM&YV) of results. Retrofit Bay Area program evaluation activities will be coordinated with parallel
efforts on the part of the California Public Utilities Commission and the Energy Commission. To support
those efforts, Retrofit Bay Area strongly recommends local PACE programs require access to utility
billing records as a condition of PACE financing.

Program Expansion Plans

The Bay Area is pursuing funding opportunities that will support significant program expansion.
Subsequent version of this and other planning documents will reflect updated assumptions about
available resources.

EECBG Competitive Solicitation: Retrofit Ramp-Up

The Bay Area has responded to the “Retrofit Ramp-Up” competitive solicitation from US DOE through
the EECBG program. LA County, acting as the lead applicant on behalf of four California regions,
proposed a work scope for $75 million statewide, including $21.7 million for the Bay Area. That proposal

33



Retrofit Bay Area Program Design Manual

involves nine Bay Area Counties (represented by the Association of Bay Area Governments), Los Angeles
County, Sacramento Municipal Utility District (SMUD) on behalf of the Sacramento Area Council of
Governments and its member agencies, California Center for Sustainable Energy (CCSE) on behalf of the
San Diego Association of Governments (SANDAG), and two key state agencies, the Air Resources Board
and the CEC. The Retrofit Ramp-Up program would enable the various implementation teams to field
demonstrate an array of innovations in the areas of financing, marketing and outreach, and project
delivery.

Utility and Governmental Programs Post-2012

Much has been speculated about the future of energy efficiency upgrading programs after the ARRA
funding period ends. In fact, the shared strategy of this Program and that of the CPUC-directed utility
retrofit program focuses on building market momentum during this period such that public demand and
contractor capability will continue to increase. In addition, State policy through the ARB, CEC, and CPUC
all point toward likely further future intensity of requirements and funding for energy use reductions in
the housing stock as well as other building types. Further, current Federal legislative initiatives such as
HomeStar and REEP, both seeking large Federal rebates for energy efficiency improvements, will
continue to be promoted and may well be enacted depending on climate change indications, public
opinion, and political balance.
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