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three minutes per person for comments, and first
take comments from folks 1n the room, and then
from WebEx participants and folks on the phone
lines. |If you do -- would like to make a
comment, go ahead and fill out a blue card. And

you can give it to me or our Public Adviser,
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1 COMMISSIONER MCALLISTER: Well, great.

2 We have a really substantive solid day, so |
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1 appreciate everybody being here and contributing

your exp
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1 these, as well. And so how do we make sure that

2 as we are trying to make the buildings more
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Thank you.

MS .

ADEYEYE: Hi1 everyone.
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is
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actually benefit everyone and does include low-
income multifamily housing.

And thank you so much to Heather, to
everyone who worked on the Climate Action Plan.
It seems like 1t was a ton of work to do all of

this and to put this together, so we appreciate
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goals, the 50 percent renewable energy by 2030,
requiring a doubling of energy efficiency savings
by 2030, looking at encouraging widespread
transportation electrification, you know,
wherever possible, all of this with a shift
towards reducing greenhouse gas emissions across
the energy sector. And then really a key theme
throughout all of these requirements and the
programs that have been developed in response to
those i1s the need to prioritize benefits for low-
income residents and those that live 1iIn
disadvantaged communities, to make sure that,

really, there i1s an i1nclusive clean energy
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1 thereafter the Air Resources Board has put out
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buildings that are in need of upgrades, just for
structural i1ssues or other issues that may limit
the ability to go in and install clean energy.
And then also some unique needs for remote or
under-served communities that are different than
maybe the urban environment where you have some
iIssues with different heating fuels that result
in higher costs, or limited access to some of the

efficiency programs that are offered.
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1 quality of life or health and safety

2 1mprovements.

California Reporting, LLC
(510) 313-0610

19



1 chimed in and given good feedback.

2 One of the sub-recommendations for this

3 Task Force was actually to focus
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we can develop a consistent set of metrics and
share data and track things systematically across
the whole state and across the various programs
that are offered.

And so this is kind of the core set of
principle recommendations from the Barriers

Study. There were seven additional

21
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We want to consider consumer protection,
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range of recommendations, as well. And so both
agencies, along with the PUC, along with the
whole range of other state agencies have been

working closely together to actually implement
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1 you see here,

where we had an i1ini
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Outside of the interagency coordination,
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MR. SEVIER: Hi everyone. Good morning.
I want to thank the Commission staff for iInviting
me to come and speak with you today and share
what I believe are some of the most important
highlights for us 1In the room to understand about
the state of clean energy and low-income
multifamily housing as we kick off the rest of
our discussion today.

My name is lIsaac Sevier and I work at the
Natural Resources Defense Council, which 1s an
international environmental nonprofit group. And
specifically, 1 spend my time building the
California network of Energy Efficiency for All,
which is a national partnership advancing healthy
and affordable energy solutions for under-served
renters.

Before I dive in, I want to just note
that 1t would pretty much be Impossible for me to
really cover the breadth and depth of every clean
energy technology with the attention that it
deserves. Rather than do a disservice to
renewables, energy efficiency, distributed
storage and electric vehicles, 1 chose to keep my
remarks at a pretty high level about the state of

clean energy i1n low-income multifamily.
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1 1income for energy, compared to two percent that

2 everybody else pays.
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1 are divided up into how many units are in each

2 building.

So when we talk about multifamily
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1 approaching 30 years old. And technologies,

2 TFTar as energy efficiency and renewables, has
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But I say this to highlight the fact that
It might be easy to say, where are the

multifamily buildings?
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unit versus in the common area spaces of the
burlding.

Another really promising program that was
alluded to earlier on the dais iIs the Solar on
Multifamily Affordable Housing Program, which is
going to install 300 megawatts of solar over the
next ten years and has been specifically designed
to figure out how to deliver benefits, not only
to the building owners, but to the tenants first.

I think everyone i1In the room is probably

really familiar with the split 1ncentive problem,

which i1s also described like at length in the SB
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1 that are delivered to the whole building and to

2 the tenants.
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And one of the reason, 1
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1 building owners, the ability to implement some of

2 these programs really comes up front in the
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of some of the federal energy efficiency programs
and found that when we Improve clean energy
access, we actually achieve a large number of
non-energy benefits. And the majority of those
benefits came iIn the form of health benefits.

So earlier I talked about how folks who
are living in low-income and multifamily housing
could really benefit from sort of reduced thermal
stress, both iIn heat and cold. They would see
massive improvements in quality of life by being
more comfortable In their homes. And you see
those through improvement in prescription drug
adherence, and also a reduced economic need for
food assistance.

So today as we continue to hear from
terrific experts across the board, 1 really want
to encourage everyone to think about how we can
move the status quo forward when we talk about
treating low-income families here in California.

The question for me today is not how do
we jJust address the entire multifamily sector,
but how do we improve the lives of Californians
that are living without adequate incomes that are
making those tradeoffs that I mentioned before,

the tradeoffs between energy, between housing,

39
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food and medicine. And 1 think that we need to
have the courage to commit to putting our best
practices to work and drawing across all the
knowledge that we have in the room already to set
really significant targets 1n the next IEPR.

We already know that today the sector 1is
vastly under served. And I hope that this Action

Plan will take a bold stance on how to change the
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1 same way that you might go out and find an

2 apartment on Craigslist, say in the Bay Area,
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1 non-tenant spaces, like hallways, water heating,

2 pools or otherwise; right? And that in the way

3 that

industrial

and utility programs are set up
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So although the multifamily housing 1is
often deed restricted, I think we need to
recognize that, also, you cannot actually deed
restrict an energy burden. These households are
very challenged.

As Mike explained, the guardrails of this
study are fully contained within the SB 350
implementation. It comes out of the
Recommendation 1D (phonetic), to actually develop
a comprehensive plan focusing on these improving

clean energy opportunities.
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1 for that reason, that must be recognized.

2 The trail on this multifamily summit,
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solutions. Our aim is to be adept and very
forward-thinking in this Action Plan and to keep
climbing.

These are our fTive trail markers, so to
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1 think we can all

agree in this room about that.
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1 you and your team. 1 know this plan
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1 sort of putting that on our back and going

California Reporting, LLC
(510) 313-0610

51



10

11

12

well, gosh, what could we do with that data? You
know, what -- you know, how can we use that data
to produce program ideas, to produce good policy,
to inform the legislature, to inform us here at
the Energy Commission and the Public Utilities
Commission, really sort of use it for good. And,
you know, the disclosure piece of this comes a
year later

So, you know, in 2020 on January 1, all
the multifamily building owners that have been
subject to the requirement for benchmarking will

see their buildings -- you know, essentially look

52
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right ways and in the directions and with the
right level of force, you know, carrots and
sticks and all that good stuff, so we can get
some real results? You know, the econ policy
demands 1t, and also our justice concerns.

So anyway, | wanted to just mostly thank
Eugene and the team, but also say that this i1s a
first important step and we really need a better
collaboration to make it better, so thanks.

COMMISSIONER HOCHSCHILD: Any other

questions of comments for Eugene?

I just want to say, great acronym, CLIMB.

We have some terrible acronyms in state

governments, and this is -- CLIMB is really well
done, so, yeah, I know. All right, thank you,
Eugene.
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1 Buildings Unit. 1 led the development of our

2 benchmarking regulations which went into law on
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to the Energy Commission and for which we will,
again, beginning next year start publicly
disclosing the data, and those are buildings
larger than 50,000 square feet with either no
residential utility accounts or 17 or more

residential utility accounts.
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information to prospective owners,

prospective

tenants. They can get -- have better information

about
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the program, please contact me at the

up above.

information

And with that, 1 will hand i1t over to

Renee.

MS . DAIGNEAULT: Okay, good morning.
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subject to the L.A. ordinance. There are a few
exemptions by building type, and also exemptions
by calendar compliance year based on the building
status, which are listed on that slide.

When 1t comes to benchmarking for the
L.A. ordinance, there are some specifics that
apply. So the benchmarking results will impact
the performance requirement that starts, as |
said, in 2019. And our ordinance requires that
building owners include whole building energy and
water data.

And then lastly, our ordinance includes
structured, as well as subterranean parking.

So this chart here outlines the
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1 the state.

The City of L.A. i1s also working with

60
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The main

-- the largest resource that
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1 building data.
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options. So we want to prepare them for Energy
Star certification, so they can accurately see
where their building is performing.

So for customers that go through the
benchmarking guide, maybe decide not to call a
service provider and still have questions for us,
we have two ways that they can contact us, either
by phone or through email. And this 1s an
example -- this is an example of the data flow
when customers select the contact us form. So
through our website, they complete the form,

provide some basic information about the
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1 When they contact us by phone, they get an

automated voice res
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1 50,000 square feet. The performance phase of our

2 ordinance begins 1n 2019. And really our next

3 phase

is to focus on converting the benchmarking
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getting ahead of 1it. And 1 think, you know,
cities have always been at the forefront of
benchmarking, and it really is sort of,

naturally, a city-scale thing, certainly, to
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1 MS. DAIGNEAULT: Sure. Well, the City of
2 L.A. developed a covered buildings list based on

data from the C

69
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service In a meaningful way and actually -- you

know,

when someone pays a firm to help them be in

compliance, we want them to be in compliance, we

want them to give accurate information.
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Commission.
So go ahead, Martha.
MS. BROOK: Good morning, Commissioners

and guests from the Public Utilities Commission.
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we heard about this morning,
energy benefits iInto analysi

effectiveness requirements,

considering non-
s and cost

and just, you know,

data needed to plan projects and to i1dentify

savings opportunities.
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just for monthly bill savings, but also for the
more intangible, less direct aspects of quality
of life that then turn around and lead to either
economic success or lack thereof.

(Colloquy between panelists.)

MS. BROOK: Oh, yeah, opening comments
would be great.

MS. CHEN: Great. Thanks. So a couple
of points that I want us to think about on this
topic, one just generally, thinking about how
these programs are rolling out In the long term,
and thinking about how -- the way that we

evaluate programs and the way that we design the
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1 market,

2

concerns about displacement.

There was a conversation earlier from
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most likely to have those preexisting health
conditions.
And another way, which was already talked

about, is energy insecurity. Like people said a

77
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like LIWP and LIHEAP. And the county is actually
giving assistance for that. And Department of
Public Health is about to put out a guideline
document to help other jurisdictions put together
similar programs.

And lastly, | just wanted to say that in

terms of data and evaluation, there are a lot of

78
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Nancy?

MS .

SUTLEY: Good morning.
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(510) 313-0610

Nancy Sutley.
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1 customer ease of

use, and a whole bunch of
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1 adjustments and changes to our programs to ensure

81
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1 evaluate, what metrics that they look at. And

2 this may be something that you guys have heard of

82
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things are known. And is the energy cost burden
that these multifamily homes have being reduced?
You know, those are outcome metrics.

I will say, also, when people say

metrics, 1
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1

income family reside. And so it allows you to
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are really important, and they can be proxy for
what, you know, types of choices and decisions
that you need to make and really put the effort
behind those, but not necessarily -- more iIs not

necessarily better.
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has been involved in, in like the 2014 to 2016
period. One was an 1ncome needs -- Low-Income
Needs Assessment, and another one was a
Multifamily Processes Evaluation.

This slide here i1s from the Low-Income
Needs Assessment. And I think the takeaway from

this slide is low-income is not exclusive to
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1 made,

2 living

we have to talk and think about the people

in these dwellings and their situations,
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these households are broad. They first have
deal with paying their bills, but they are
interested in what they can do. And some

evidence is out there that says
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understand that sort of whole building,
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1 and lots of data about energy and water usage.

2 And also, you know, a lot of expectation, |1
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1 general

that

ifT you ask 1f you ask you can find
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into making the data useable. And that also, 1
think, has to be i1ntentional.
MS. BROOK: Any of the other panelists

want to chime 1In on this one?
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But they --
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the free widget that X or Y will send you that
you can use to reduce this or that or the other
thing. I think making it really as easy as
possible, again, going back to all of the
different stressors that are present iIn the

everyday lives of low-
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enough times, we will -- we will make change.
That will happen for some folks. But
realistically, pairing the solution with the

information needed to prompt folks to take that
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about the motivation. But I think that,
especially for a lot of these companies that are
starting up, their natural like first market
segment 1s not going to be low-income folks
because those are the harder-to-reach customers.

I do see them kind of starting to move in those
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1 convene and do something important with them.

But making 1t --
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need to

MS .

SUTLEY: I think also,
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you know,

you
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1 could just maybe just reemphasize what you talked
2 about 1n your opening statements about using the

3 health professional to introduce energy

100
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MS. BROOK: Fantastic.
MS. MILET: -- 1 think is helpful.
MS. BROOK: So has that program been

evaluated or publicized in any way?
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these medical programs for asthma where i1if there
are patients who are renters who have asthma
symptoms, and some of the household problems like

leaks or things causing moisture or pests and
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1 that coordination directly between their health
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other questions from the dais, that would be
great.

Benefits to customers. How can we
maximize benefits to customers iIn low-income and
disadvantaged communities? What tools and data
are available to target deployment and what tools

are still needed?
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MS .

ADEYEYE:

have a question that kind

of dovetails on what you just said, Stephanie,

and I think what

presentation.

Isaac said earlier in his

106
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the top of mind.

COMMISSIONER MCALLISTER:

that, because of indoor air quality

just air quality issues?

MS .

CHEN: Yeah. I mean,

California Reporting, LLC
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And why 1s

issues or
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1 up, even from a health perspective. So I just
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health outcomes. So can we ask these people this
one question, you know, how do you rate your
health before and after?

And then the other thing I want to
emphasize 1s to not forget mental health and
stress, because those are really important and
maybe even more sensitive to these changes in
savings than other health outcomes.

MS. BROOK: Nancy or Mary?

109
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1 different emphasis.
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follow-up questions?

COMMISSIONER MCALLISTER: Yeah.
Actually, 1 wanted to -- so nobody has mentioned
jobs. And 1 guess, I mean, you can consider that

a non-

111
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think that the most effective approach is going

to have somebody that sort of talks your language

and is from your place, coming and knocking on
your door to do work in your apartment or your
dwelling. And i1t seems like keeping money local
and sort of injecting money into the local
community is one of the best ways we can have a
positive impact in those places.

So I guess in terms -- how do we -- how
might we think about that as a non-energy

benefit, just the local ecosystem of projects

California Reporting, LLC
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1 would like to provide, that would be fantastic.
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(indiscernible) is just, you know, sometimes I
think we try to shoehorn too many things into the
utility programs. So as we look at our programs,
I mean, we really, we have significant
constraints. We have constraints on what we can
spend money on. And so I think focusing on sort
of -- it helps our customers but 1t also helps us
iIT we use less energy, 1f our customers use less
energy, certainly justified from a cost
perspective.

And so, you know, we go through a process
of evaluating, you know, different energy
efficiency programs around cost effectiveness and

other things. And we can choose to, you know, to

118
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MS. CHEN: Commissioner Scott, | think
what came to mind with your question, which 1
think is pretty spot on, is some of the stuff
that Eugene was talking about in the CLIMB Action

Plan in particular, talking about needing to
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right now will help to identify some of those
areas that need some tune-ups, and hopefully some
solutions, as well.

COMMISSIONER MCALLISTER: It would be
really helpful 1f you could just sort of feel

free to name names 1in your comments. I mean, you

120
California Reporting, LLC
(510) 313-0610



appliances, especially gas appliances, are a
large source of i1ndoor air pollution, like carbon

monoxide, criteria pollutants and formaldehydes.
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1 are -- those are different things. When you make

2 some changes to a building that already is kind
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1 evaluated, 1t would talk about what measures were

2 i1nstalled and how effective they were, so unless
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1 this type of population, the evaluation is really
2 more using what 1 would call ex-ante values, you

3 know, values that everybody agrees are you put
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1 done a job creations study, actually, UCLA has

2 done a job creation study for us on our energy
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are going to be speaking shortly represent folks
that are either managing or doing retrofits in
apartment buildings. We also have an owner of
housing authorities that own a number of

different types of buildings and manages those
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those of low-
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administration, the nonprofit administration team
for that billion dollar over ten year solar
program.

Then the other area that we do a lot of
work in 1s on the research and demonstration
project side. We have a number of CUT-funded
EPIC research and PEER (phonetic) research funded
grants that are all focused on multifamily 1In
some way, shape or form. Most of them are more
specifically targeting zero-net energy, you know,
pathways towards zero-net energy. And then we
have some that are more focused on i1ndoor air
quality, which was mentioned quite a few times
earlier today.

So kind of all of the work that we do is
in multifamily in some way, shape or form, and
most of it is in the low-income affordable
housing space. So hopefully some of the

exper
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has been one of our great partners. We have also
been working with some other property owners of
low-income housing. And part of our work has
been looking at what i1t takes to retrofit from a
holistic whole building perspective.

And some of the learnings that we have,
for example, one of the projects that we
completed in Lancaster, one of the things we
learned -- and as you go through these projects,

what you learn is that 1
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1 less imposition on the tenants?

2 One of the other things we learned was
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MR. BRENNER: Okay. Dave Brenner with
the Fresno Housing Authority. There should be
slides in a second.

COMMISSIONER MCALLISTER: Yeah. I think
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1 we have a hard time retrofitting those. And the

2 other ones are farm labor properties under USDA
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subsidy, which is part of the income for the
properties, what keeps them going. But other
than that, there are properties we own and
maintain the properties.

COMMISSIONER MCALLISTER: Have you looked
into the subsidies that are available today from
the USDA, sort of rural programs, you know, to do

energy -- clean energy work?
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1 we have our own finance mechanism.
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1 you know, make total sense to an owner, the top
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1 (phonetic) program. We are now blanket

2 certifying tenants 1t they are Section 8 tenants.
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could throw, you know, a couple million dollars
at a project of some scale, you know, when would
that really be -- when would an opportune moment,
iT any, appear to do that with these non-deed-

restricted properties?
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1 events, things like that, fleet charging and

2 MUDs. And the way i1t works Is that we go out, we
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1 So this i1s a breakout of the number of

2 sites per different marketing segment. By far,
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1 common area work, as well as iIn the regular

2 energy efficiency program, some direct install
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programs, including a Multifamily EV Program to
complement a very similar offering that PG&E has
In our service area.

And we see two benefits to this program
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1 collection, and then verification, is the
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And then one last thing on the technology
front. So with our LIFT Program, we are -- we
have a focus on fuel switching to heat pumps from
gas appliances. And then we also will be adding,
like I said earlier, adding on incentives for
low-income customers to purchase EVs at those
sites that receive the free -- or the fully paid
for charging station to sort of, you know, help
round out that offer.

MS. HARAMATI: Okay. Thank you.
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and we need Panel 11 up there.
MS. HARAMATI: Yeah.
COMMISSIONER MCALLISTER: These are not

your questions; correct?
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storage, load shifting, behavior modification,

those are all technologies that are going to be

critical across the board and are perfectly

applicable in low-income multifamily buildings.
So our focus has primarily been on

looking at heat pump technology combined with
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1 You know, as far as kind of emerging technology
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project that
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1 shelf. You know, the heat pump technologies are
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COMMISSIONER MCALLISTER: This i1s great.

MR. BROOKS: -- recovery process.

COMMISSIONER MCALLISTER: This i1s great.
All right, 1 love 1t. I love 1t.

MR. BROOKS: But those are kind of not

necessarily like primo multifamily technology.
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1 some solar or wind projects. And what we want
2 ultimately 1s to have a happy hour where heat

3 pumps and EVs are plugged in and making use of
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talking common area, outdoor, you know?

lot of the unit lighting

lighting

MR .

NARAYANAMURTHY : In our experience a

COMMISSIONER MCALLISTER:

MR .

NARAYANAMURTHY:  --
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Yeah.
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1 especially related to understanding energy usage

2 and controlling usage.
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1 know, varying inputs, so time-of-use pricing or
2 other.

3 And 1 think that is a technology and a
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1 get closer and closer to what your preset energy
2 budget 1s, 1t changes color and people know when

to st
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1 We have a Smart Thermostat Program that

2 we kicked out for demand response called Save
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1 and what you can do for the behavior of the
2 tenants. And one of the challenges related to

the low-
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1 that we helped -- that you guys helped us
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us with a lot of things. IT there had been more
time on the timeline, we would have really taken
a lot of their technologies that they had

proposed. And 1 think the same is going to be
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1 ahead and change out or touch a parking lot, you

2 have to make 1t meet the new requirements. And
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time for this market to get to this market

segment.
MS. HARAMATI: Okay, great. Thank you.
So before we move on to the golden carrot
question, I want to just return to heat pumps for
a moment, since | know this is a topic of

interest, and just pose the question to Ram and
Andy, what could be done, i1n your opinion, to
increase the adoption of heat pumps iIn the low-
income multifamily apartments, given the cost

issues with installation, the skilled labor
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1 property owner to take on the entire energy use.
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heat pump side.

But overall, I think the opportunity for
heat pumps can be high If we can manage the
tenant cost, the occupant cost through some kind
of a financial mechanism.

MR. BROOKS: And 1 would just mainly
point out about, iIn terms of the potential for

increased costs associated with heat pumps,
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IS going to offset the increased electric load
anyway. But even without that, across the board,
when you switch from gas heating to electric
heating, you go into a different utility tariff.

And that, even without those two things enabled,
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far more expensive iIn terms of dollars per BTU.
COMMISSIONER MCALLISTER: Uh-huh. |
wanted to ask just about the health and safety
aspects of, you know, of combustion generally,
but also, well, just i1s there -- I mean, 1t seems
like there is a benefit, i1ndoor air quality and
just health and safety generally. 1Is that a real
thing that you perceive from customers or iIn any

other way?
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1 MS. STOVER: One component of our LIFT

2 pilot 1s the fuel switching component. And with

170
California Reporting, LLC
(510) 313-0610



look like to building owners? You know, what can
we offer them, we as government or the utilities,
to convince landlords and building owners to want

to do a retrofit?

MR. BRENNER: Yeah. I guess I think for
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has been talked about a lot. I think picking up
where Martha mentioned, | think the next kind of
iteration of that is really moving more towards

the notion of like a clearinghouse-type concept,
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1 projects that tighten their envelope down to one

2 ACH and install heat recovery ventilation, you
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1 project with the Santa Clara HCD. And their
2 objective is to lower the operating costs of

3 affordable housing iIn their jurisdiction. So
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golden carrot for policymakers here, specifically
with the heat pump question, which 1s that unlike
energy efficiency and unlike rooftop solar which
reduce the number of kilowatt hours procured from
utilities, heat pumps actually increase 1t;
right? Because most of the costs of the system

are fix
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Andrew, about making sure the shift load or, you
know, basically, load shape 1n a way that
improves load factors, you know, is really

critical to making this whole thing work. And so
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COMMISSIONER SCOTT: I have one question.

COMMISSIONER MCALLISTER: Yeah? Go

177
California Reporting, LLC
(510) 313-0610



COMMISSIONER MCALLISTER: Cool. So 1
want to just come back to a point 1 started to
make in the morning, but just in terms of -- so,
you know, you all are operating at the local
level, you know, most of you and -- well, three

out of five, at least. And the Edison and Ram,
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1 Bakersfield and the Redding and every place else
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1 presentation from Ted Lamm at UC Berkeley Center
2 fTor Law, Energy, and the Environment.

3 MR. LAMM: Good afternoon. My name is
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we based our project, which iIs ongoing, on the
structural and program barriers that you see
here, which 1 think everyone is pretty familiar
with, but in particular, split incentive problem,
market delivery issues, and program integration
Issues came to the fore.

So this spring we convened a group of
stakeholders In a convening model that we use
frequently, which is a facilitated discussion
that surfaces consensus solutions that we can
then compile Into a public research report. So
we had 20 participants representing key state
agencies, utilities, housing developers, and
advocates, et cetera.

And the format that we use is the group
collectively describes a vision of their ideal
system for financing low-income multifamily
energy efficiency retrofits. The group then
identifies challenges to the creation of that
system, proposes and discusses a wide range of
solutions, some of which are consented, some of
which create some disagreement to overcome those
challenges. And then sometimes we prioritize
really near-term high-priority action solutions

that can be achieved In the near term.
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1 So this was the six-part vision that the
2 group 1dentified. As you can see, the vision

3 that the group identified aligned not only with
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1 property or set of properties and their desire to
2 1nclude efficiency retrofits In that long-term

3 planning process, and the need for long-term
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contemplating projects to prioritize the

retrofits that make the most sense and are most

cost effective in a limited capital environment.

And then fTinally but not at all least
importantly, support for tenant benefits and

protection of affordable housing to ensure that
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1 savings.

2 The solutions that the group came up with
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1 from one of our participants Is a program
2 1mplemented right now iIn Arkansas, which 1is

called E-
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could be to California and ways in which it might
be adopted.

And another note on the third point here,
the non-monetary benefits, this was an i1tem that
our participants across all state agencies and
advocacy groups and housing developers all
emphasized, which iIs the Importance of accounting
for these benefits which, as | said and as was
discussed on the first panel today, really cover
everything from public health to quality of life
to, 1t would be very important also to consider,
the most low-income customers who are perhaps

under-using energy right now because they simply
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things that have worked really well, and also
things that have really not worked well, iIn order
to produce a pretty robust idea of what that
program might look like. And then by the end of
this year, a public research report which will
include all of these findings, as well as

supporting research.
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to the front table. We have seats for you.

MR. LEE: Good afternoon. This i1s Eugene
Lee back again. This is Panel 111 regarding
Encouraging Investment in Market Adoption.

Next slide.

So the purpose of Panel 111 is to discuss
the potential strategies to increase the
financing opportunities to improve the energy
performance in multifamily buildings and
including ways to better utilize the incentives

and attract additional capital.
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California Housing Partnership. And we are
experts on how -- on affordable housing finance
and technical assistance, with also a specialty
in sustainable housing, focusing on energy and
water improvements, working with our nonprofit

affordable housing partners and housing

authorities to help them access energy efficiency

and clean energy iIncentives and financing

opportunities.
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MR. HODGINS: Good afternoon. My name 1is
Dave Hodgins. My company is Sustento Group. We
get hired by local governments, nonprofits,
utilities to design and deliver efficiency
programs at scale. L.A. Better Buildings
Challenge i1s one that takes up a lot of my time
these days, a lot of work on policy
implementation development, standards

development, as well, supporting that work. And
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1 1mplemented a number of strategies to finance
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properties. And if we were to take those
acquisition rehab projects and then look at
another slice of them, of those that were

actually placed i1n service in 2006 through 2008,
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in the highest percentile of those disadvantaged

communities, they layout as follows. You will

see that many of those disadvantaged communities

are in Southern California, San Diego and

Imperial, and a swath in the Bay Area, as mapped.
Next slide.

This slide relates to the actual number

195
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type of retrofit project and trying to find out
kind of how far are we from the recapitalization
rescindication, refinancing event, and getting

ahead of it. Our experience -- and getting far

enough ahead of i1t that you can actually make a
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where a deeper renovation is on the horizon and
you can talk about incremental opportunities for
efficiencies, and then bring in programs like
weatherization program or EUC or other. But the

timing i1s really key
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approached and that we ought to really worry
about and end up with some subset of those ones
that are up for rescindication as good candidates
to do something iImportant?

MR. HODGINS: Yeah. Absolutely.
Something that we did in Los Angeles with some
funding from Energy Efficiency for All and the
support there was to try to get at that question
and kind of combine datasets. So we were able to
get some information from our Department of
Housing and Community Development, they have a $6
billion loan portfolio in the city, looking at
the -- get the name right -- the National Housing
Preservation Database, try to get some
information from there, as well as from TCAC, and
try to get a sense for what those buildings are,
and then what other datasets can we access and
overlay with that?

So UCLA created something called the
Energy Atlas, working with DWP. I think Nancy
touched on that earlier. So we were able to work
it out with them to get access to get access to
the actual utility data, and then combine that
with assessor data to get at year built, where

possible, look at renovation history, and really
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spend the time on the planning phase to figure
out which buildings are they and who owns them?
Who are we trying to talk to, when about what?
But 1t was an over a year process putting that
study together, combining those datasets and
synthesizing that into a hit list.

But what that showed us what that,
consistent with what Eugene was showing at the
state level, was that there were concentrations
of large buildings with high energy use

intensities and where they are. And in L.A.,

those in South L.A. and Watts, and in the Valley.

And so now Is the process of bringing together
the relevant programs, trying to package those

a way so that when we do sit down, we have a
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My team, also, at the California Housing
Partnership tried to do a little analysis ahead
of this, as well. And we tried to look more
recently, you know, how many TCAC rehabs actually
happened statewide in the last few years, found a
low number of 22 in 2017, slightly higher, 57 1in
2016, 39 and 2015, and 37 in 2014. And we were

looking at this not only for this workshop, but
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And so we definitely think that that
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them at the trigger, as Dave was saying, we reach
them ahead. We talk about their whole portfolio
once. Every time, we develop a relationship with
the affordable housers themselves and work
through their longer-term timeline. The way they

think about their entire portfolios anyway,
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1 our portfolio that I think speaks to this, so
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consistent with providing truly affordable
housing and lowering the cost by reducing utility
costs, and basically the overall housing costs.
And so, you know, often we are
constrained by the funding availability and the
escalating costs of construction. So projects
are designed to cover operating costs and pay
supported debt, but rents are highly regulated
and constrained. Most projects do not generate
excess cash flow, and so project reserves are
used to pay for sizeable capital Improvements,
things like roofs, siding, windows, HVAC systems.

And so there are

205
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1 that are undergoing significant rehab and
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energy usage, increased tenant comfort, and
providing capital improvements with minimal
impact to project reserves and operating
expenses.

And essentially, one of the drawbacks,
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1 talked about is almost like a one-stop-shop
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1 And so, an example of the rehab, you
2 know, we go iInto i1t very conservatively because

we d
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ownership cycle energy and water retrofits on
multiple properties in the So Cal REN (phonetic)
territory. And that opportunity was originated
by a third-party group that was incentivized to
try and go get construction work.

And so they had developed an expertise in
aggregating the program -- different programs and
the different incentives that were available to
di fferent programs through So Cal REN, primarily.

And they said, okay, So Cal REN has a temporary
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know, make money being a contractor to install
those projects. And so, you know, we ended up
going Fforward.

You know, one little hitch there that we
were able to overcome uniquely i1s that, you know,
there was substantial up-front costs to the
retrofits prior to any rebate monies being
received. We were able to basically use our
company balance sheet to front that, but not
affordable housing owners would have that
vehicle.

But just as an example, you know, sort of
free energy audits for everyone and, you know,
maybe some temporary financing vehicle until
rebates come in, based on our experience, would
accelerate and 1lluminate what opportunities
might be out there, both market rate and
affordable housing.

MR. LEE: Okay, our third question
relates to financing strategies and the
combination of funding sources, and which ones
are most successful, and why?

Lane?

MR. JORGENSEN: So just kind to add some
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1 familiar with how we look at a multifamily

2 property from an investment point of view 1Is that
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affordable housing residents of a certain income
threshold, or 40 percent.

And because of that existence of that
deed restriction the property qualified for more
aggressive incentives to do energy-efficient
retrofits or water-efficient retrofits on the
property. And the existence of the, you know, 60
to 80 percent of the property being market rate
allowed the property to appreciate in value. And
SO as a private capital iInvestor, we were able

to, you know, create transaction -- i1nvestment
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400-plus-unit property that had an old regulatory
agreement on i1t through the prior MESH (phonetic)
program, and that was a PPA, a very difficult
project. Implementation was very challenged with
both the lender and, you know, the utility. And
in that case, we ended up basically taking a
separately metered property and turning it Iinto a
master metered property so that we could monetize
the benefits of the solar production and pay for
the PPA payments that are required.

COMMISSIONER MCALLISTER: Okay.
Interesting. So let me, not being a finance guy,
let me see 1T | can just state this in simplistic
fashion.

So there actually is some benefit or some
potential upside of having a mixed building where
some is low-income and some is not low-income
because you have the appreciation upside that you
can then leverage when you refinance it?

MR. JORGENSEN: Yeah, absolutely. You
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1 mixed income because, you know, rental housing is
2 jJust a very natural place for people to, you

3 know, be at different points in their life when
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1 projects.
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MR. JORGENSEN: Yeah.

MS. ADEYEYE: Okay.

MR. JORGENSEN: And on the financing
front, one thing I wanted to point out, too, in
our multifamily space, Fannie Mae and Freddie Mac
are huge lenders. And they have Green Financing
Programs. And 1 think one of the more exciting

things that has happened 1n the last few years in
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1 us, it says, okay, if you go in and you retrofit
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do all the stuff above that because we have
capital constraints or because whatever, you
know, hassle factor, you know, no low cost or

whatever, you know, and
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cost things because those are the things that
make sense. But to go for the deep rehab, you
know, the models from days gone by that would
seem to work would be more of the, you know, kind
of bond financing deals where you bring iIn, you
know, bond financing, with our without tax credit
allocation --

COMMISSIONER MCALLISTER: Right.

MR. JORGENSEN: And, you know, add
private equity or some other source of equity to
a project to do a deep retrofit and that just
becomes part of the bond obligation. But
somehow --

COMMISSIONER MCALLISTER: Oh, 1 see.

MR. JORGENSEN: -- the financing on the
bond has to be lower than a market rate to be
appealing.

COMMISSIONER MCALLISTER: Yeah. Yes.
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1 has a business model for this, that would be

2 great.
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1 years of building up lists of approved measures.

2 Instead, they could just say any sort of energy

228
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1 MR. HODGINS: Yeah. To pick up on that,
2 and 1 think one of the previous speakers

3 mentioned it, too, was just the pebble in the
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or rescindication, take those measures off the
table that can be done for free through a
prescriptive measure-based program and make that
process really simple, so that income
verification piece just simplifies. Take those
projects that you know make sense off and then
let the flexible money be flexible.

MR. LEE: Thank you.

We have our final question, and that is:

How can we improve and expand iIncreased
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1 know, contractor guarantees that the product will
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1 and most business people are familiar with what
2 that i1s, they use that type of approach to

3 project all kinds of things, different investment
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1 MR. JORGENSEN: Just one example with the

2 Fannie-Freddie Green Financing Programs, they

234
California Reporting, LLC
(510) 313-0610



1 whole building to 25 percent whole building, but
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1 the insurance themselves.
2 MR. LEE: Thank you.

3 Other questions?
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rent assisted and 25 percent was market rate. So
this 15-year thing i1s only for the smaller wedge;
iIs that right?

MS. CARRILLO: So the deed-restricted
Issue 1s specific to the affordable -- the deed-
restricted affordable (indiscernible).

MS. CLINTON: Which makes it rent
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1 working with SMUD or PG&E, depending on the
2 service area, for their iIncentive programs.

3 There are other programs that are out there that
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were talking about. Is it everybody or is it
only people who meet certain qualifications,
besides the 25 percent energy and water
reduction?

MR. JORGENSEN: Sure. Fannie Mae and
Freddie Mac are government-sponsored entities,
still, officially now since the Great Recession
part of the government and Treasury, actually
being quite profitable for them. So really any
property, any multifamily property, | mean, you
know, they provide a lot of liquidity in the

single-family home market. But they have a
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some kind of performance-based eligibility, iIn
terms of the savings level, be a better approach?
And if so, what kind of minimum?

MR. HODGINS: 1 mean, 1 think we need a

combination because, you know, every owner, every
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Hearing none, thank you very much, Panel
three.

COMMISSIONER MCALLISTER: Thanks
everybody.

Thanks, Eugene.

MS. RAITT: So next we have Jeanne
Clinton to give us a wrap up of the workshop.

MS. CLINTON: So I was asked -- this 1is
Jeanne Clinton still. I was asked to give a
recap on two kinds of things, one, themes things

that we heard today, and separately, needs. And
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effectiveness is a particular challenge for this
market segment, or sometimes referred to as hard-
to-reach market segments in general. And being
cost effective i1s also difficult because of the

constraints on the ability to deliver other co-
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1 EV charging, there is a challenge of doing onsite
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a newish 1tem that was the desire for some sort
of utility tariff arrangement to fund or finance
retrofits In which the customers or occupants
would somehow share in the payments and benefits
arrangements.

And then that brings us to the third
panel where the common themes that I was writing
about were 1n terms of timing, of when to go
after major or deep iInvestments, that at least iIn
a certain market segment, one has to pay
attention to the 15-year refi and recap recycles.
And there are opportunities to talk about some
serendipitous opportunities for upgrades 1f some
sort of, you know, major system is going to be
replaced, such as a new roof, that might happen
outside of those 15-year cycles.

And then again, in terms of how to
increase investments, three things emerged,
again, the hub and single point of contact idea,
the need to move to more performance-based sort
of accountability rather than always having to go
with measure-based systems, and the need for
easier or proxy means of income verification, so
as not to be an extra burden on the owner and

manager .
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And then finally, one of the themes that
I kept hearing from the dais today was inviting
people to, in their comments, to submit real
examples of good solutions that are out there for
some of these many themes that we had. Where 1is
it being done, not necessarily on a large scale,
but where i1s 1t being done successfully? What
are good models? And inviting folks to put that
information into their comments so that it can
help these agencies further as they think about
what kind of initiatives that they want to

support.
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room.
First, I want to thank --
COMMISSIONER MCALLISTER: You also
have -- you have written comments that you can
submit, as well, so --
MR. STONE: That --
COMMISSIONER MCALLISTER: -- yeah.

MR . STONE: -- that would take me a half
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about the energy use iIn similar apartments. All
else being equal, a renter would prefer lower
utility bills. Homebuyers get similar
information from a HERS report. Potential buyers
of multifamily buildings will soon be able to get
that, you know, building performance data through

the new benchmarking program. But renters are
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requirements for energy efficiency, both In terms
of minimum construction standards and competitive
points. And it seems odd to me that the
collection of state agencies that are involved
here does not include TCAC and SIDLAC (phonetic),
who are the -- provide the largest amount of
funds for both affordable and new construction

and affordable renovations in the state.
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1 MR. STONE: So I think those things are
2 offsetting.

3 COMMISSIONER MCALLISTER: Okay.
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COMMISSIONER HOCHSCHILD: Oh, on WebEx.

MS. RAITT: --
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energy efficiency, they are becoming more and
more Important because of the demographic
changes, and with climate change and overheating
in California. And when you look at the coastal

areas, what i1s 1t, 90-plus percent of the homes
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prevent those problems by thinking about it,
applying the change and the iIncrease
(indiscernible).

And lastly, iIn terms of targeting any
data, you need to look at vulnerable platforms,
where they live, and then the conditions of the
housing. And this i1s already being done 1in
(indiscernible) where they can overlap that data
to really target where they get the best bang for
their buck in terms of carbon reduction and
energy savings, as well as the public health of
(indiscernible).

So thank you very much.

COMMISSIONER HOCHSCHILD: Thank you.

Is there anyone else in the room or on
the phone who would like to make a comment?

MS. RAITT: So, yeah, so folks on the
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