State of California : : The Resources Agevncy of California

Memorandum-

To: Docket Office - pate:  July 31, 2008

DOCKET |
08-CRI-1

S . JUL 31 2008 |

From:  California Energy Commission - DATE .
. 1516 Ninth Street —— el
Sacramento CA 95814-5512 : RECD, Jut 3 1 208

subject: Complaint of California Living & Energy and Duct Testers, Inc., Against Energy Sense /
MASCO, and Supporting Documents

- Docket # 08-CRI-01

_ Please docket the following documents, which should have the same title as the
subject line of this memorandum. -

The documents are 96 pages in length and include the complaint filed with the Chief
Counsel's Office by California Living & Energy and Duct Testers, Inc. (collectively
. “complainants”) against Energy Sense / MASCO (collectively “respondents”) on July 9, 2008.
They also include letters, e-mail, and other documents submitted by the complainants in
support of the complaint. :

Please let me know if you have any questions. . Thank you.

s L0

ENNIS L. BECK, JR.
Senior Staff Counsel



Corporate Office
3015 Dale Court
Ceres, CA 95307
(208) 538-2879
(209) 538-2885 Fax

Southern California Office
31900 Mission Trail, Suite 242
Lake Elsinore, CA 92530

EE%EE@@ ENEH %V (951) 471-1443

Title 24 Compliance - ResidentialNon Residential . : Fax (951 ) 471-1887

Date: June 5,2008 . | | RECEIVED BY

To: Dennis L. Beck Jr. Esg. : JUL 9 2008
Senior Staff Council .
California Energy Commission . L.CHIEF COUNSEL OFFICE

1516 Ninth Street, MS-14
Sacramento, Ca. 95814

Dear Mr. Beck:

When Dave 'Hagarty and I met with you, Bill Pennington, Tav Commons and William
Staack our goal was to build upon the base that the Callfomla Energy Commission
worked so hard to achieve. Saving energy and the environment will be tough without a
foundation of integrity and honesty. HERS Raters will not be able to meet the goals set
by the CEC without proper training and the integrity that goes with it -

Therefore, per our meeting on March 12" 2008 and your written direction we
respectfully submit the following complaint:

1. Identification of Alleged Violator [§1231(b)(2) & (7)]

Energy Sense/MASCO Group of Companies and Sub51d1ar1es
2339 Belville Road -
Daytona Beach, FL. 32119
Phone (386) 763-4955
~ David Bell, Building Science Manager
Email: dave.bell @mascocs.com

As you are aware from previous correspondence, Energy Sense is a subsidiary of
MASCO Corporation. Due to the nature of this relationship, there is a significant
financial interest shared between the two entities. This relationship is confirmed within
the “Report of Investigation on MASCO Contractors Services and its subsidiaries in
California” attached hereto as Exhibit A5 and the letter from Dave Bell, Presndent of
Energy Sense, attached hereto as Exhibit A3

I1. Statement of Statute, Regulation, Order or Decision Upon Which the
Complaint is based [§1231(b)(4)]

I.

A Division of William Lilly & Associates, Inc.
Website: www:califliving.com




In accordance with Article IV, Section 1231(4) of Title 20 of the California Code
of Regulations, we submit that MASCO and Energy Sense are in violation or several
relevant Codes and Statutes and ordinances, including, but not limited to, California Code
of Regulations, Title 20, § 1670 thru 1673 & Title 24, Chapter 7 of the 2005 Residential
ACM Manual (“2005 ACM”). Based upon these violations, we formally request an

immediate investigation of the above-described companies.

I11.  Statement of Facts [§ 1231(b)(3)]

The following is a non-exhaustive list of specific instances in which MASCO and
its subsidiaries have violated the requirements of sections 7.3, 7.4, 7.5, 7.5.1, 7.5.2, 7.5.3,
7.6 & 7.8 of the 2005 ACM.

A.

In 2006, a MASCO owned company, Coast Building Products, received
contracts to perform independent 3™ party inspections while also receiving
contracts to install insulation, fireplace mantels, garage doors, etc on Pulte
Home Project Alturas in San Jose and the Avondale and Toscana projects
in Mountain House. (See Exhibit A1 attached hereto and incorporated
herein by reference)

On March 5, 2007, Pulte Homes issued a report regarding work being
done on their projects. In this report, they have identified MASCO as
performing some of the Energy Star and Title-24 inspections. This is a
clear violation of the relevant Standards as MASCO and its related
companies carried out the installation of the very products MASCO and
their subsidiaries were inspecting. (See Exhibit A1 (a) attached hereto and
incorporated herein by reference) '

David Bell, the President of Energy Sense has confirmed in writing that
Energy Sense is, in fact, a subsidiary of MASCO. He has also verbally
disclosed to several parties his belief that, because MASCO is a large
corporation with numerous sister companies and subsidiaries, MASCO et
al can disregard CEC standards. In the attached letter, he states:

“...Independent entity is defined as ‘having no financial interest
in or advocating or recommending the use of Product or Service as
a means of gaining increased business.” '

Rich Dunn, manager of MASCO’s Coast Building Products gave Larry

Stubbert in our office an advertisement that promotes exactly that. (See the
1™ page of Exhibit A7 attached hereto and incorporated herein by
reference) :

Please refer to the correspondence from William Staack, senior Staff
Counsel of the CEC. Mr. Staack writes *
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“Without supplementary documentation provided to the contrary, it
appears that a violation of the conflict of interest provision under
the HERS regulations could exist between EnergySense and
various entities under the Masco Corporation structure because of
the following presumptions:”(Please refer to the letter attached
hereto as Exhibit A2 for the full text of Mr. Staack’s letter)

Based upon the meeting held at the CEC in March of 2008, Mr. Staack is
aware of the evidence disclosed during the course of this investigation.

E. There are several other instances, such as Tom Hamilton Director of
CHEERS stating in an e-mail to Tav Commins “Coast Building Products
is fully aware of the regulatory requirements and supports the intent of the
reguiations” yet nothing was asked or mentioned about conflict of interest
regarding sister companies or their corporate structure by Mr. Hamilton.
Even though [ told Tom about the relationship between sister companies
under the MASCO umbrella the provider, CHEERS did nothing. (See
Exhibit A7 attached hereto and incorporated herein by reference.)

F. Please find enclosed herewith all letters and documentation which were
. presented at a meeting held on March 12, 2008 and attended by Bill
Pennington, William Staack, Dennis Beck, Tav Commins (all of the CEC),
Bill Lilly and Dave Hegarty.

1V.  Autherity Under Which Commission May Take Action [§1231(b)(6)]

We believe that the staff of the California Energy Commission has the
authority and mandate from the California State legislature and CPUC to
investigate this complaint. This action or complaint is being initiated at the
request of Dennis Beck, Senior Staff Counsel to the CEC.

V. Requested Action [§1231(b)(5)]

Per section 1231(5) we, the petitioners formally request that MASCO and
its related companies and subsidiaries, known and unknown, immediately cease
ali HERS and RESNET associated testing/inspections in California.

VI. Identification of Complainant [§1231(b)(1)]

California Living & Energy

A Division of William Lilly & Associates, Inc.
3015 Dale Court

Ceres, CA 95307

00060003
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(209) 538-2879

We are attaching letters of support from other Rater Companies. They have seen
the data we have and support what we are striving to accomplish.

~VIL.  Declaration Under Penalty of Perjury [§1231(b)(8)]

We, the undersigned declare to the best of our knowledge and under
penalty of perjury to the truth and accuracy of all factual allegations contained in
this complaint and request for investigation.

,.

By\ (AL
Bill Lilly, Pre51der'1t
California Living & Energy
A division of William Lilly & Associates, Inc.

0000004
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RECEIVED BY!
JUL 9 2008

July7, 2008

CHIEF COUNSEL OFFICE

California Energy Comm1551on
1516 Ninth Street
Sacramento, CA 95814

Arttention: Dennis Beck, Esq., Senior Attorney

Dear Mr. Beck:

"Our company, Energy Inspectors-is-a: residential :energy-consulting company, and 3 3%

party HERS rating company; inspecting and certifying homes as-energy efficient in
California since 1999. We are a California Flex Y.our Power honoree,-a two time EPA
Energy Star Partner of the Year, and one of the leading HERS raters in the nation, with
operations-in-four states having certified over 75,000-Energy Star homes, and many more
homes as energy efficient for programs such as Title 24, and utility sponsored programs.

We are writing o you in-support of the concept of having independem third party
inspections and certification of energy efficient homes in:CGalifornia. Third party
independence is necessary 1o ensure that there is no:coriflict-of interest that would have a
.detrimental'impact onthe end.consumer. By independentthird party, we mean that the
inspecting or certifying entity should have no financial-igterest in any aspect or
component of the property-being inspecied and certified;:including the installation of any
-buﬂdmg components being inspected-or certified as per:California regulations.

. Though this would appear to be a straight- forwal d and-unambiguous definition, we
understand-that there exist clear viclations of this statement by companies that inspect the
work of affiliate companies with common ownership. To our knowledge, some of these
violations have been brought to-the attention of the CEC, and yet absolutely no action has
‘been. taken to remediate the situation.

We would ask that you review your policies with regards to these definitions and conflict
of interest in the marketplace, and take-the action required to remediate this situation to

protect the California consumer. -Any other course of action would be detrimental to the
well being of our population, and against'CEC regulations.

Page 1 of 2 .
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We believe that these regulations were developed for consumer protection, but for
reasons that remain unknown to us, have been ignored and remain unenforced by the
CEC. We ask that vou-stand by your-regulations and-in the interest of the California
consumer, insure that these regulations are enforced, and 1imit the exposure of the
consumer 1o the unintended consequences of conflict of interest in new home inspections.

Respectfully,

Energy Inspectors Corporation
S

- Galo LeBron, CEO

Page 2 of 2
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CHEERS Certification Number: CCN92655125
CERTIFIED EN ERGY CONSULTING Office: 559-226-1840 Mobile: 559-960-7899
4782 N FRUIT AVE ) I, y

FRESNG A 93705 | ' Toll Free FAX: 888-488-8804

www.certified-ec.com

JOHN RICHAU. HERS Rater

June 30, 2008

RECEWVED BY

RE: MASCO and its subsidiary, Energy Sense JUL 9 2008

CHIEF COUNSEL OFFIGE
To Whom It May Concern: B ———

| am a HERS rater and CEPE in Fresno and | am concerned about the integrity of the
HERS profession in California. An installing contractor named MASCO has a subsidiary
company named Energy Sense that does their 3 party verification and compliance
certification. Others have defined this arrangement as a clear conflict of interest. | aaree.

When | first learned of the MASCO/ Energy Sense arrangement | was confused because |
was under the impression that the sole reason HERS raters existed was to eliminate
conflicts of interests. | may be mistaken, but logic would follow that if an Energy Sense
HERS rater legitimately failed an inspection of Masco'’s work, his or her job would be on the
line or, at the very least, he or she would considered a “whistleblower”.

HERS raters serve an important role in California’s efficiency goals. \We also protect the _
consumer. Our third party status is compromised when installing contractors are allowed to
inspect their own wotk...even at arm’s distance.

| urge the California Energy Commission to pursue an open and honest discussion of
whether or not there is a conflict of interest with MASCO and its subsidiary, Energy Sense. |
also urge the Commission to investigate any allegations of violations or irregularities
concerning MASCO and Energy Sense. By doing so, the Commission will set an important
precedent that will encourage others to report legitimate violations of the ' HERS reguiations
thus preserving the sprit and intent of those regulations.

1 ,_ A ‘ !
Q/i T
Joehn Rlchau »
HERS Rater

- 0000007

Member California Association of Building Energy Consultants (CABEC)
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FW: Masco, Energy Sense and Conflict of Interest rules.

Dave Hegarty <DaveHegarty@ducttesters.com> Sat, Jul 5, 2008 at 1:38 PM
To: Bill Lilly <bill.lilly@califliving.com> :
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From: Dave Hegarty

Sent: Saturday, July 05, 2008 1:37 PM '

To: Robert Scott . ' JUL 9 2008

Cc: 'John Richau' ' :

Subject: Masco, Energy Sense and Conflict of Interest rules CHIEF COUNSEL OFFICE
- Dear CHEERS:

This will be the third time | am writing you and charging The BOARD of CHEERS, as to the most apparent
CONFLICT OF INTEREST RULES violation by Energy Sense, A MASCO Company. Masco is doing business in
the State of California and under their wholly owned subsidiary ENERGY SENSE and with CHEERS accreditation
in violation of the Conflict Of interest Rules and guidelines.. | have charged the Board and Robert Scott with
investigating and determining the charges that Masco is operating in without fear under CHEERS accreditation and
in violation. Please see the guidelines herein cut and pasted directly from the CEC explanations:

- |CEC-400-2005-005-CMF
Revision 3

2. Compliance and Enforcement

Page 2-16 - Compliance and Enforcement — Roles and Responsibilities

Example 2-7

Question

| heard that there are conflict-of-interest requirements that HERS raters must abide by when
doing field verification and diagnostic testing. What are these requirements?

Answer '

HERS raters are expected to be objective, independent, third parties when they are fulfilling
their duties as fiela verifiers and diagnostic testers. In this role they are serving as special
inspectors for local building departments. By law HERS raters must be independeht entitiés

from the builder or subcontractor installler of the energy efficiency features being tested and QJSF@’?% :

71008 AR5 PN
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FW: Masco, Energy Sense and Conflict of Interest rules

Dave Hegarty <DaveHegarty@ducttesters com> ' Sat, Jul 5, 2008 at 1:38 PM
To: Bill Lilly <billlilly@califliving.com> - : a
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From: Dave Hegarty '

Sent: Saturday, July 05, 2008 1:37 PM : .
To: Robert Scott

Cc: 'John Richau'

Subject: Masco Energy Sense and Conﬂlct of Interest rules

Dear CHEERS:

This will be the third time | am writing you and charging The BOARD of CHEERS, as to the most apparent
CONFLICT OF INTEREST RULES violation by Energy Sense, A MASCO Company. Masco is doing business in
the State of California and under their wholly owned subsidiary ENERGY SENSE and with CHEERS accreditation
in violation of the Conflict Of Interest Rules and guidelines. | have charged the Board and Robert Scott with
investigating and determining the charges that Masco is operating in without fear under CHEERS accreditation and
in violation. Please see the guidelines herein cut and pasted directly from the CEC explanations:

| CEC-400-2005-005-CMF
Revision 3

2. Compliance and Enforcement4

Page 2-16 - Compliance and Enforcement — Roles and Respon3|b|||t|es

Example 2-7

Question

| heard that there are conflict-of-interest requirements that HERS raters fnust abide by when
doing field verification and diagnostic testin‘g. What are these requirements?

Answer ‘

HERS raters are expected to be objective, independent, third parties when they are fulfilling '
their duties as fieId_verifiers and diagnostic testers. In this role they are serving as special
inspectors for local building departments. By law HERS raters must be independent entities

from the builder or subcontractor installer of the energy efficiency features being tested and 000‘0009
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verified. They can have no financial interest in the instaliation of the improvements. HERS
raters cannot be employees of the builder or subcontractor whose work they are verifying.

Aiso, HERS raters cénnbt have any financial interest in the builder’s or contractor's business c'ir
advocate or recommend the use of any product or service that they are verifying. Section
-106.3.5 of the CBC prohibits a special inspector from being employed (by contract or other
means) by the contractor who pérformed the work ihat is being inspected.

The Energy Commission expects HERS raters to enter into a contract with the builder (not with
sub-confractors) to provide ind.ependent, third-party diagnostic testing and field verificatiori, and
the procedures adopted by the Energy Commission calls for direct reporting of results to the
builder, the HERS provider, and the building official. Although tiwe Energy Commission does not
recommend it, a “three-party contract” with the builder is possible, provided that the contract
delineates both the independent responsibilities of the HERS rater and the responsibilities of a
sub-contractor to take corrective action in response to deficiencies that are found by the HERS
rater. Such a “"three-party contract” may also establish a role for a sub-contractor to serve as
contract administrator for the contract, including scheduling the HERS rater; invoicing, and
payment provided the cohtréct ensures that monies paid by the builder to the HERS rater can
be traced tiirough audit. It is critical that such a “three-party contract” preserves rater.
independence in carrying out the respoﬁsibilities specified in Energy Commission-adopted field
verificajtion proceduies. Even though such a “three-party contract” is not on its face in violation,
of the requirements of the Energy Commission, the closer the working relationship between the
HERS rater and the sub-contractor whose work is being inspected, the greater the potential for

compromising the independence of the HERS rater.

CHEERS and CalCERTS have been approved by the Eneig;/ Commission to serve as HERS
_providers to-certify and oversee HERS raters throughout the state. These providers are
required to provide ongoing monitoring of the propriety and accuiacy of i-iERS raters in the
pe'rformance of their duties and to respond to complaints about HERS rater performance. In
cases where there may bs real or perceived compromising of HERS rater independence, they
are responsible for providing increased scrutiny of the HERS rater, and taking action to ensure

objective, accurate reporting of diagnostic testing and field verification results, in compliance

with Energy Cominission adopted procedures.
06500490
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verified. They can have no financiél interest in the installation of the improvéments. HERS
raters cannot be employees of the builder of subcontractor whose work théy are verifying.
Also, HERS raters cannbt have any financial _interest in the builder’'s or contractor's business or
advocate or recommend the use of any product or service that they are vérifying. Section

106.3.5 6f the CBC prohibits a special inspector from being employed (by contract or other

meahs) by the contractor who performed the work that is being inspected.

The Energy'Commission expects HERS raters to enter into a contract with the builder (not with
sub-contractors) to provide independent, third-party diagnostic t‘esting and field verification, and
the procedures adopted by the Energy Commission calls for direct reporting of results to the‘
builder, the HERS provider, and the bui_lding official. Although the Energy Commissioﬁ does not
recommend it, a “three-party contract" with the builder is possible, provided that the contract
delineates both the independent responsibilities of the HERS rater and the responsibilities of a
sub-contractor to take q’orrective action in response to deficiencies that are found by the HERS
rater. Such a "three-party cont-ract'; may also éstablish arole fora sup-contractor to serve as
contract administrator for the contract, including scheduling thé HERS rater, invoicing, and
payment provided the contract ensures that monies paid by the builder to the HERS rater can
be tréced through audit. It is critical that such a “three-party contract” preserves rater

independence in carrying out the responsibilities specified in Energy Commission-adopted field

“verification procedures. Even though such a “three-party contract” is not on its face in violation

of the requirements of the Energy Commission; the cioser the working relationship between the
HERS rater and the sub-contractor whose work is being inspected, the greater the potential for

compromising the independence of the HERS rater.

CHEERS and CaICERTS have been approved by the Energy Commission to serve as HERS
providers to certify and oversee HERS raters throughout the state. These providers are
required to provide ongoing monitoring of the prop;riety and accuracy of HERS raters in the
performance of their duties and tb respond to complaints about HERS rater pérformance. In
cases where there may be real or perceived compromising of HERS rater independence, they -
are responsible for providing increased scrutiny of the HERS rater, and taking action to ensure
objective', accurate reporting of diagnostic testing and field verification results, i.n éompliance

with Energy Commission adopted procedures.

0060011
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Building officials have authority to require HERS raters to demo}wstrate competénce, to the
satisfaction of the building official. Building officials should place extra scrutiny on situations
where there may be either real or perceived compromising of the independence of the HERS
rater, and exercise their authority to disallow a particular HERS rater from being used in their
jurisdiction or disallow HERS rater practices that the building official believes will result in

compromising of HERS rater independence.

Please note the highlighted text and the third sentence. | understand this is an issue that has come to the Board
on several occasions without resoive. As a certified CHEERS HERS Rater, | have asked CHEERS and | have
provided written requests for investigation. | have provided first and second hand documentation to CHEERS
which | am sure has made its way to BOARD members. | have not received anything in writing back from the
BOARD as to investigations being implemented or actions taken on this matter. It is clear in this paragraph above
that CHEERS has an obligation to provide “increased scrutiny of HERS raters” under the CONFLICT OF
INTEREST RULE. | was toid that an investigation would be done based on my request in writing, and that it would
occur within 30 days. The results of any investigation that was promised and is part of the CEC charge to Providers
has not been receive to this date. My request was made more than 90 days ago. | ask with all due respect, when
will any investigation-take place and when might we expect a determination based on an investigation to arrive in
our hands? And along this same vein, | have requested, in writing, a dispute or request for investigation procedure
from CHEERS and have not received it to date. | have talked with Tav Cummins at the CEC and he informs me
that all Providers must have a complaint system and procedure for investigation of complains in written form for
Raters and the public to access. Is this true and, if so, when might | expect that policy?.

it is my belief that Masco flies in the face of the Code and rules about Conflict of Interest, as you know. But as
another CHEERS put it, “the continued tack of investigation and action or determination of Masco’s violation,
especially in our current Energy Market, only encourages other major subcontracting interests to look closer at the
Masco business model and the benefits they gain from their self testing model. Can you imagine if other major
installers and manufacturers involve themselves in the HERS industry, like Masco has done, to enhance their
bottom line, would there be REAL ENERGY SAVINGS. This is making a mockery of the California Energy plan”.
And | would have to agree with this statement. |'ask CHEERS, and THE BOARD to take a good look at the '
implications and the violations that they have in their possession and that have been forwarded to them, and read
the letter from the CEC to Masco written over a year ago and determine if there is a violation of the Conflict of
Interest Rule and to make a stand of the issue as to the BOARD's determination. | ask the BOARD to make a
ruling on this issue, and set the record straight as to whether it is a conflict or not. And if found to be a conflict, take
the appropriate actions to resolve the issue of Masco's accreditation under CHEERS. Even thought the Raters
under Masco’s Energy Sense umbrella, are individuals, CHEERS certified them under the Masco, Energy Sense
corporate umbrella. And as you know, Masco is soliciting work from builders/developers from all their building
services companies, and all of these companies are wholly owned by Masco. That is a direct violation of the
Conflict of Interest rule.” By continuing to ignore this issue, we are laying the ground work for more MAJOR
companies to employ the same business model (in violation) and risk the real energy savings that California has
enjoyed by implementation of our ENERGY CODES. As a State that is 23% better than the rest of the nation, and

with the recognition that we have gained for that wise move, how do we now explain the lack of attention to the
core of our CODE? :

As you know, Bill Lilly of California Living and Energy, has submitted a written formal complaint to the CEC for
request for and determination of, the Masco violation. | am privileged to support that document and request and -
ask CHEERS to also honor that request as a formal, written request for CHEERS formal investigation into the
matter. His documentation is open to your scrutiny and | will provide (have already done so) copies of and
additional information as to the matter and happenings. It is still my contention that whatever the violations or lack
of quality of inspection having been done by Masco Raters; is not the real issue. But that Masco is, as a corporate
owner of Energy Sense with better than the allowable financial interest, in violation of the CONFLICT OF
INTEREST rule because of the ownership share and their “stake” in the builders business and that they-continue to

0000012
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. Building officials have authority to require HERS raters to demonstrate competence, to the

satisfaction of the building official. Building officials should piace extra scrutiny on situations
where there may be either real or perceived compromising of the independence of the HERS

rater, and exercise their authority to disallow a particular HERS rater from being used in their

~ jurisdiction o.r disallow HERS rater practices that the build‘ing official believes will result in

compromising of HERS rater independence:

Please note the highlighted text and the third sentence. | understand this is an issue that has come to the Board
on several occasions without resolve. As a certified CHEERS HERS Rater, | have asked CHEERS and | have
provided written requests for investigation. | have provided first and second hand documentation to CHEERS
which | am sure has made its way to BOARD members. | have not received anything in writing back from the
BOARD as to investigations being implemented or actions taken on this matter. |t is clear in this paragraph above
that CHEERS has an obligation to provide “increased scrutiny of HERS raters” under the CONFLICT OF
INTEREST RULE. | was told that an investigation would be done based on my request in writing, and that it would
occur within 30 days. The results of any investigation that was promised and is part of the CEC charge to Providers
has not been receive to this date. My request was made more than 90 days ago. | ask with all due respect, when
will any investigation take place and when might we expect a determination based on an investigation to arrive in
our hands? And along this same vein, | have requested, in writing, a dispute or request for investigation procedure
from CHEERS and have not received it to date. | have talked with Tav.Cummins at the CEC and he informs me
that all Providers must have a complaint system and procedure for investigation of complains in written form for
Raters and the public to access. Is this true and, if so, when might | expect that policy?.

It is my belief that Masco flies in the face of the Code and rules about Conflict of Interest, as you know. But as
another CHEERS put it, “the continued lack of investigation and action or determination of Masco's violation,
especially in our current Energy Market, only encourages other major subcontracting interests to look closer at the
Masco business model and the benefits they gain from their seif testing model. Can you imagine if other major
installers and manufacturers involve themselves in the HERS industry, like'Masco has done, to enhance their
bottom line, would there be REAL ENERGY SAVINGS. This is making a mockery of the California Energy plan”.
And | would have to agree with this statement. | ask CHEERS, and THE BOARD to take a good look at the
implications and the violations that they have in their possession and that have beén forwarded to them, and read
the letter from the CEC to Masco written over a year ago and determine if there is a violation of the Conflict of
Interest Rule and to make a stand of the issue as to the BOARD’s determinztion. | ask the BOARD to make a
ruling on-this issue, and set the record straight as to whether it is a conflict or not. And if found to be a conflict, take
the appropriate actions to resolve the issue of Masco’s accreditation under CHEERS. Even thought the Raters
under Masco's Energy Sense umbrella; are individuals, CHEERS certified them under the Masco, Energy Sense
corporate umbrella. And as you know, Masco is soliciting work from builders/developers from all their building
services companies, and all of these companies are wholly owned by Masco. That is a direct violation of the
Conflict of Interest rule. By continuing to ignore this issue, we are laying the ground work for more MAJOR
companies to employ the same business model {in violation) and risk the real energy savings that California has
enjoyed by implementation of our ENERGY CODES. As a State that is 23% better than the rest of the nation, and

with the recognition that we have gained for that wise move, how do we now explain the lack of attention to the
core of our CODE? .
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As you know, Bill Lilly of California Living and Energy, has submitted a written formal complaint to the CEC for
request for and determination of, the Masco violation. | am privileged to support that document and request and
ask CHEERS to also honor that request as a formal, written request for CHEERS formal investigation into the
matter. His documentation is open to your scrutiny and | will provide (have already done so) copies of and
additional information as to the.-matter and happenings. It is still my contention that whatever the violations or lack
of quality of inspection having been done by Masco Raters, is not the real issue. But that Masco is, as a corporate
owner of Energy Sense with better than the allowable financial interest, in violation of the CONFLICT OF
INTEREST rule because of the ownership share and their “stake” in the builders business and that they continue to-

0000013
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CONSERVATION FOR THE CALIFORNIA LIFESTYLE -
CALIFORNIA | cwrorcossumme

TITLE 24 COMPLIANCE Duct Testing 3" Party HERS Rater
LIVI N G & E N E RGYSM Insulation Inspection &Cerntification

Residential & Commercial

Home Comfort problems A division of William Lilly and Assoc. Inc. Mechanical & Engineering Design
www califliving.com Titie ;61C§r83|iIancgResidCenliallNogZesggglloa_ll © Fax (209) 538-2885
: ale Ct. eres,
(209) 538-2879 Southern California Office: (951) 471-1887

(951) 471-0346 31900 Mission Trails, Suite 242
. Lake Eisinore, Calif. 92530

| Supporting Documentation of MASCO Violation
A. March 12 introductory letter at CEC meeting |

Al. Pulte Homes e-mail regarding MASCO Conflict of i 1nterest
Ala Pulte labels MASCO

A2. CEC letter to Dave Bell of MASCO’s Energy Sense
A3. Letter to Tav Commins of CEC from Dave Bell

A4. Insurance certificate demonstrating financial connection between
- Insulation Company and MASCO |,

A5. Investigated repbrt on Masco Contractor Service

A6. Copy of Busmess card showing connectlon between MASCO and
Sacramento Bu11d1ng Products

A’7. Supporting e-mail & MASCO package offer to Builders

0000014
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Corporate Office
3015 Dale Court
Ceres, CA 95307
(209) 538-2879
(209) 538-2885 Fax

CRLIFORMIR
LIVING & ERERGY

Tille 24 Compliance - ResidentialNon Residential

Southern California Office
31900 Mission Trail, Suite 130
Lake Elsinore, CA 92530
(951) 471-1443

Date: March 12, 2008

To: William Pennington
California Energy Commission
1516 Ninth Street
Sacramento, Ca. 95814-5512

William Staack

Senior Staff Counsel

1516 Ninth Street
Sacramento, Ca. 95814-5512

Re: Financial and Perceived Conflict of Interest under the California Home Energy
Rating System (HERS) Program

Dear Sirs

Per our communication, verbal and written, since March 10, 2005 1 have consistently
brought to you and others at the California Energy Commission evidence of MASCO ‘
violation of the Standards as set fourth in 2005 Residential Compliance Manual and other
publications. The evidence that was brought to your attention directly relates to the
financial conflict and collusion between MASCO and its subsidiaries performing
independent 31 party testing. This could have been address in the beginning when the

~ Provider contacted Douglas Beaman and Associates to investigate the conflict of interest.

Like everything else their report was put on the shelf. The former Director of CHEER,

. Tom Hamilton stated, “As such MASCO can do what they want as long as the program
. does not include any HERS required verification according to the CEC guidelines”.

MASCO sells and installs many products on subdivisions, which creates an obvious
financial conflict when they test and/or inspect those installations.

In October 2002 you wrote “Independent third party field verification is required for the
Standards that require such verification. The MASCO quality control does not satisfy this
requirement.” Even though the subject of my question and your response is related to
MASCO’s EFL program the situation that started this investigation has not changed. In
fact, MASCO has continued to demonstrate a blatant disregard for the Standards as set

forth and passed by the California Energy Commission. California Energy Commission

has stated in many different forums the concept of an independent 3™ Party Rater and
how important it is for the integrity of the inspection process on new construction and to
the benefit of the consumer. MASCO with its wholly owned subsidiaries has ignored this

0000015

C:\Documents and Settings\bilL.lilly\Desktop\My documents\My Documents\EFLM asco\CEC_3vrd party_letter03-05-

08[1].doc A Division of William Lilly & Associates, Inc.
Website: www.califlivina.com

Fax (951) 471-1887



Standard to the detrlment and disregard of the homebuyer and energy conservation in
California.

The purpose of our meeting is to bring documentation showing there is a financial (as
well as perceived financial conflict) arrangement between MASCO and its subsidiaries
therefore violating the Standards as set forth by the CEC and the State of California. This
makes a mockery of the trust of the citizens of our State when a large Corporation can
disregard the Standards that protect the consumer. I have divided the evidence as follows:

Al. Pulte Homes e-mail regarding MASCO Conflict of interest

A2. CEC letter to Dave Bell, President of MASCO’s Energy Sense

A3. Letter to the CEC from Dave Bell

A4. Insurance certificate demonstrating financial connection between Insula‘uon
Company and MASCO

AS. Private Investigator’s report on Masco Contractor Service

A6. Copy of Business card showing connection between MASCO and Sacramento
Building Products

A7. Supporting e-mail with a copy of a promotlon to package all of MASCO services
including HERS testing.

A8. Copy of State Energy Standards MASCO violated

Based on the attached information and California’s written statute the CEC needs to issue
a cease and desist order to MASCO and its subsidiaries to stop all 3 Party testing in the
_ State of California as soon as possible.

California needs to stand up against a large Corporation like MASCO to send a message
to other States such as Arizona that the consumer cannot be deceived or exploned The
fox will no longer be guarding the chicken coop.

Sincerely

Bill Lilly
President

Cc: Galo LeBron, .Energy Inspectors

Scott Johnson, Action Now
Dave Hagarty, Duct Testers

0060016
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Bill Lilly |

From: Bill Lilly [bill.tily@califliving.com]

Sent: _ Friday, March 31, 2006 11:39 AM

To: Bill Pennington

Cc: Mike Bachand; California Energy Commission; Johr Eash; Jeff, Larry, Bill H: Anita; Dick;
thamilton@cheers.org

Subject: 3rd party violation

- - - AL

In October of 2002 you wrote me stating that "... The
MASCO quality control process does not satisfy this requirement."
With your response I mistakenly thought that this situation would
not come up again. Well, it has. .
Another part of the 3rd party agreement state'...HERS raters cannot
have any financial interest in the Builder's or contractor's
business...". This is exactly what is happening in.Pulte's Altura
project in San Jose and Toscana and Avondale @ Mountain
House. Coast Building Products (an insulation company) has
the independent 3rd party agreement for Altura. Coast is installing
and repairing their products on this project therefore are not independent.
They have a financial interest in this project and can not be classified as
independent 3rd party. Suppose (this is make believe and will
never happen) the Builder said unless you pass this house you
may not get the next sub-contract for the next phase.
As you can see in this e-mail I told Pulte I will contact the
CEC regarding this violation and I left the items concerning this
for your review. . -
I am going to send this to you by snail manl to illustrate the
importance of this matter, Several years ago MASCO offered
to buy my firm and in my opinion to control the market, it was no
then and it is still no.
See 2nd issue and 3rd issue in’ my e-mail to Robert Dauth
Thanks
Bill

Bill Lilly
President

‘California Living & Energy
3015 Pale Ct.

Ceres, California 95307
(209) 538-2879 x11

(209) 538-2885 ¥ax
bilLlilly@califliving.com
WWW. caliﬂliving com

From: Bill Lilly [mailto:bill. lllly@callﬂlvmg com] 0000017
Sent: Friday, March 10, 2006 12:44 PM ~ .



Cc: ich Cmmettt, Jeff chk Anlta Larrv Stubbert; Bill Holbrook
Subject: RE; Altura bid & 3rd party

Robert

I thought the issue regarding 3rd party testing was resolved when Bill
Pennington at the CEC ruled against Masco's EFL system several years.
This is a little different in form then the previous ruling therefore I

will need get confirmation from the CEC. Thanks for the understanding
Biil ‘

----- Original Message--—

From: Bill Lilly [mailto:bill. lllly@calnﬂnvmo com]
Sent Wednesday, March 08, 2006 11:11 AM

Cc Rnch Gwmettn, Jeff; Dick; Anita; Larry Stubbelt, Bill Holbrook
Subject: Altura bid & 3rd party

Robert

2nd issue

There is a independent 3rd party requirement in the State

" of California. We have gone over this several times with the CEC and
sub-contractors such as insulators can not perform independent 3rd party

testing on a subdivision that they have a financial interest in. Under

the State statue the sub-contractor can mnot install or repair anything

on a subdivision where they are the 3rd party inspectors. Thls law has
been reviewed and up held by the State.

3rd issue/Liability

The next 1ssue is suppose Pulte Homes is sued by a Home Owner (we know
this will never happen) who complains about some sort of energy problem.
- It will help you the Builder to state that you hired somebody who does
not install or repair any energy related product such as HVAC,
insulation, fireplaces ete. to inspect their house. You need to have
somebody who is really independent and who can testify in court for you,
if needed. We carry Error and Omission Insurance they don't.

4th issue
Oh yea, if price is an issue then talk to us.

Bill Lilly

President

California Living & Energy
3015 Dale Ct.

Ceres, Califernia 95307
(209) 538-2879 x11
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(209) 538-2885 Fax
bill. ally@ealifliving.com
www.califliving.com

. . LSRN R P u lte.com
Sent: Wednesday, March 08 2006 7 06 AM
To: Bill Holbrook
Cc: Larry Stubbert .
Subject: RE: Altura

Yes, it was the HERS bid. Coast Building Products was awarded the HERS
inspections for both Altura and Devon Square. The decision was made
largely due to the fact that that CL&E can no longer get primary wording
in their insurance certificates. The other factor was price, their bid

to perform the inspection was more competitive. Hope this helps Bill,

let me know if there are any additional questions or concerns. Thanks.

Robert
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Ch.ristine Weeks

From:

Y Seie T Pulte.com]
Sent: - Wednecday, l\/\arch 29, 2006 11:35 AM
Te: Christine Weeks
Subject: ‘ RE. T

Mountain Hosse ™ —— ___—— —

N
Spa———

-Masco was awarded the energy star testing at Avondale and Toscana due to insurance iss;;;\\
with California Living & Energy which T belisve have since been resolved.

Sorry for the
confusion.

From: Chrlstlne Weeks [mailtoichristine. weeks@callfllv1ng com
Sent: Wednesday, March 29, 20006 11:44 AM

To: R

Cc: Bill Holbrook (E-mail); Larry Stubbert (E-mail)

Subject: Toscana € Mountain House

@I

The testing department 1s LlVlng to set up this prOjeCt so that when the
super calls for testing we are ready, in deing this we discovered that we
don’'t have =z signed bld for testing. Please sign and mark payment method and

then fill ocut the Information Request page and either fax or e-mail signed
bid back to me.

Thanks,

Christine Weeks

Marketing & Sales Assistant
California Living and Energy
christine.weeks@califliving.com
209-538-2879 Ext. 13

CONFIDENTIALITY NOTICE: This email may contain confidential and privileged material for
the sole use of the intended recipient(s). Any review, use, distribution or disclosure by
others is strictly prohibited. If you have received this communicaticn in error, please

notify the sender immediately by email and delete the message and any file

attachments
from your computer. Thank you.

0600020



éTATE OF CALIFORNIA - THE RESOURCES AGENCY ’ : ARNOLD SCHWARZENEGGER, Govem(‘i

CALIFORNIA ENERGY COMMISSION

1516 NINTH STREET
SACRAMENTOQ, CA 95814-5512
www.energy.ca.gov

May 15, 2007

Mr. David R. Bell ,

President — EnergySense ,
14655 Northwest Freeway, Suite 102
Houston, TX 77040

RE: Possible Conflict of Interest under the California Home Energy Rating
System (HERS) Program

- Dear Mr. Bell:

Thank you for your letter (which was not dated) responding to the California Energy
Commission staff's (henceforth referred to as staff) concerns that a potential conflict of
interest under the California Home Energy Rating System Program (HERS) exists between
EnergySense and its parent company Masco Corporation and one or more of Masco
subsidiaries. Under the HERS regulations, California Code of Regulations, title 20, sections
1670 through 1675, there is no conflict of interest if (1) providers® are legally independent
entities from the raters? who provide field verification and diagnostic testing, and (2)
providers and raters are legally independent entities from the builders, and subcontractors
who install energy efficiency improvements that are field verified and or diagnostically tested
under the HERS program. '

From the facts provided in your letter, it appears that EnergySense would be considered a
rater under the HERS regulations (Cal. Code Regs., tit. 20, § 1671) because it provides the
raters to conduct site inspection for data collection, field verification, and diagnostic testing
required for demonstrating compliance with the Title 24 energy performance standards.
Also as stated in your letter, EnergySense uses raters that are certified by and registered
with CHEERS, a HERS provider under California Code Regulations, title 20, section 1671.

It is staff's understanding that EnergySense is a subsidiary under corporate control of
parent company, Masco Corporation and that Masco Corporation, has subsidiaries under its
corporate control (e.g., Masco Services Group Corporation, Builder Services Group, Inc.
and American National Services) that participate in the HERS Program. It is staff's

! Providers means an organization that administers a home energy rating system in compliance with ... [the HERS
Regulatio_ns] Cal. Code Regs., tit. 20, §1671. ‘
*'Rater means a person performing the site inspection and data collection required to produce a home energy rating
or the field verification and diagnostic testing required for demonstrating compliance with the Title 24 energy
- performance standards. . . Cal. Code Regs., tit. 20, § 1671.

0060024



understanding that the nature of the Masco Corporatlon structure operating under the
HERS program is as foIIows

1. The parent Masco Corporation is a supplier of energy efﬂcnency products
_that are installed under the HERS program,;

2. The subsidiary Masco Services Group Corporation and its subsidiaries,
Builder Services Group, Inc. and American National Services, are installers
of energy efficient products that include products produced by parent Masco
Corporation, and -

3. The subsidiary, EnergySense, provides raters to conduct site inspection,
data collection, HERS field verification, and diagnostic testing required for
demonstrating compliance with the Title 24 energy performance standards
of products produced by the parent Masco Corporation, and installed by
subsidiaries Builder Services Group, Inc. and American National Services.

A conflict of interest exists under California Code of Regulations, title 20, section 1673 (i)(2)
if a rater is not an independent entity from the builder and from the subcontractor who install
energy efficiency improvements under the HERS program.® An independent entity as
defined in CCR title 20 section 1671 means having no financial interest in and not
advocating or recommending the use of any product or service as a means of gaining
increased business.* Financial interest means an ownership interest, debt agreement, or
employer/employee relationship, but does not include ownership of less that 5% of the
outstanding equity securities of a publicly traded corporation. (Cal. Code Regs., tit. 20,
§1671)

Without supplementary documentation provided to the contrary, it appears that a violation of
the conflict of interest provision under the HERS regulations could exist between
EnergySense and various entities under the Masco Corporation structure because of the
following presumptions:

1. Parent company Masco Corporation, a supplier of energy efficiency products .
installed under the HERS program, has a financial interest as defined under California Code
of Regulations, title 20, section 1671 in its subsidiaries EnergySense (a HERS rater), Masco
Services Group Corporation (a HERS installer) and its subsidiaries, Builder Services Group,
Inc (a HERS installer) and American National Services (a HERS instailer).

3 Cal. Code Régs., tit. 20, §1673 (i) Conflict of Interest.

(2) Providers and raters shall be independent entities from the builder and from the subcontractor iﬁstaller
of energy efficiency improvements field verified or diagnostically tested. Emphasis added.

* Cal. Code Regs., tit. 20, §1671: Independent Entity means having no financial interest in, and not
advocating or recommending the use of any product or service as a means of gaining increased business
with, firms or persons specified in Section 1673(i). Note: The definitions of "independent entity" and
“financial interest,” together with Section 1673(i), prohibit conflicts of interest between providers and

~ raters, or between providers/raters and builders/subcontractors :

| 0000022
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2. As a sub5|d|ary of parent Masco Corporation, EnergySense may not be operating as
an independent entity as defined in California Code of Regulations, title 20, section 1671
‘because it is under corporate control of its parent, Masco Corporation, and EnergySense
may advocate and recommend the use of Masco's energy efficiency products installed
under the HERS program or advocate and recommend the use of Masco Corporation
subsidiaries that install energy efficiency products under the HERS program. -

Please provide staff with the corporate structure that exists legally between parent Masco
Corporation and subsidiary EnergySense with reference to the potential conflict of interest
under the HERS regulatlons Such lnformatlon should include but is not limited to the

following:

1. Percent of corporate voting shares that the parent, Masco Corporation, owns directly
or indirectly through one or more of its subsidiaries, of subsidiary EnergySense.

2. Names of any persons that are employed as a board members and/or officers in more
that one of the companies under the Masco Corporation structure including the parent -
and any subsidiaries that provide products or services under the HERS program.

3. Does parent Masco Corporation have corporate authority over its subsidiéry
- EnergySense for any of the following?

(a)
(b)
(c)

(d)

(€)

Selecting the directors.

Appointing a majority of the members of the governlng board.

Using or directing the use of the individual assets of EnergySense to achieve the
objective of the parent.

To examine the financial reports and business plans, and to otherwise hold
EnergySense and its management accountable for performance expectations of
the parent.

Have voting control provisions in EnergySense's articles of lncorporatlon or
provisions that prohibit amendments of the articles without the approval of the

parent.

4. Did parent Masco Corporation prepare any of the bylaws defining the designation
and authority of officers, their terms of office, and their removal (for cause or no
cause) for EnergySense?

5. Do EnergySense's bylaws include procedures whereby parent Masco Corporation
elects and removes directors or prohibit amendments of its bylaws without the parent
Masco Corporations approval?

7. Does parent Masco Corporation, or any of its subsidiaries have a debt agrezement
with EnergySense?

8. Does parent Masco Corporation, or any of its subsidiaries have any employees who
- are also employees of EnergySense?
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10.

11.

12.

13.

14.

Does parent Masco Corporation or any of its subsidiaries (other than EnergySense)
mention EnergySense in any written, verbal, radio or television advertising or
information? If so, please submit a copy of that information.

Does EnergySense mention parent Masco Corporation or any of its subsidiaries in
any written, verbal, radio or television advertising or information? If so, please
submit a copy of that information.

Does parent Masco Corporation or any of its subsidiaries (other than EnergySense)
provide customer referrals to EnergySense? If so, please submit examples of the
full range of referral messages that are provided. ‘

Does EnergySense provide customer referrals to parent Masco Corporation or any
of its subsidiaries? If so, please submit examples of the full range of referral
messages that are provided.

Does parent Masco Corporation or any of its subsidiaries (other than EnergySense)
mention in bid responses or price sheets any services provided by EnergySense? If
so, please submit copies of these documents.

Does EnergySense mention in bid responses or price sheets any services provided
by parent Masco Corporation or any of its subsidiaries? If so, please submit copies
of these documents. '

- If you have any questions concerning this letter and the staff's request for supplemental
information, please contact Bill Pennington, Building and Appliance Office, at (316) 654-

4939.

Sincerely,

William Staack ‘
Senior Staff Counsel

WS/jm

CC:

Dick Ratliff, Staff Counsel IV

William Pennington, ERDA
Tav Commins, ERDA
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Fram: Bdl Lty [bill lily@caliiliving.com)

- Bant: Wednesday, August 16, 2006 926 AM

To: TRich Giomett; Larry, Jeif, Dick; Damel Ciaz, BV H,; Anita
Sui

A Y

FYL, Lagry received a copy of Masce's insurance and they do

have Errors and Omission insurance. RMake sure the

Builders require them to have it if they are going {o inspect or
testin theilr suhdivision. L :

Thanks '

Biil

0000028
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AUG- 2006 TUF D2:11 PM o FAX KO, P, 02/03

917(8-89)  OLD REPUBLIC INSURANCE COMPANY

- THIS ENDORSEMENT CHANGES THE POLICY, PLEASE READ {T CAREFULLY. .

ADDITIONAL INSURED-OWNERS LESSEES OR CONTRACTORS
MASCO FORM RR

This endorsement modifies insurance provided under the following: V

COMMERCIAL GENERAL LIABILITY COVERAGE PART.

-

SCHEDULE
Name of Person or Organization: | Any person or organization that the Named Insured /s
JACIFIC MOUNTAIN PARTNERS, INC. required to name as an Additional Insured. by reason

. ’ACIFIC MOUNTAIN PARTNERS, LLC of a written contractual provision.

Lo— §m§ @/Euaasrc\g_'vx dons LLC~

.v)

L

=: CREEKSIDE

/HO IS AN INSURED (Section I}) is amended to include a person or organization as defined above. We
1all indemnify the Additional Insured for all covered damages proximately caused by the negligently
srformed or completed work of the Named Insured. We shall further reimburse the Additional Insured
T reasonable attorney’s fees and necessary litigation incurred in defending against covered damages
‘oximately caused by the negligently performed or completed work of the Named Insured, excem for
ose attorney’s fees and lltngatlon costs paid by another msurer .

ur duty to indemnify and to reimburse attorneys’ fees and lltlganon costs shall not exceed the product

* arived by multiplying the total doliar ameunt of liability for covered damages, or the total dollar amount of
torneys’ fees and litigation costs, by that percentage of legal liability attributable to the Named tnsured
of covered damages as determined by a trier-of-fact in an arbitration or trial.

his endorsement contrals and supercedes all other Additional Insured endorsements issued to any
dditional Insured under this policy unless the Named |nsured executes a written contract speclﬁcally
cfening to this endurserncnt and requiiing (e Narned msured 1o provide Additionai inswed soverage
nder different terms. . In such circumstance, the written contract shall be z,ontrollmg as to the limited
Jbject matter of this endorsement,

‘ORM INDEX : o
' Mascao Corporation. MWZY 55525 Effective 6-30-08
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AG- 2006 TUE G211 PH FAX 0, P, 03/03

2410 San Ramon Valley Blvd., Suite 230

. San Ramon, CA 934583
08/15/06 E-MAIL: susan@pacificmtprt.com
' FROM: ' Susan
COAST BUILDING DEPARTMENT: Accounting
., PRODUCTS . '

C: W/ PHONE: - (925) 855-7200
AX: 209-538-2885 FAX: (925) 855-1348
UBJECT: Insurance coverage for COAST BUILDING PRODUCTS

3 have reviewed the Certificate of Insurance dated _0B/09/06 for the above insured. However, in |
sordance with the “Insurance Requirements® contained in our Contract, the following checked Items
Nl require attention: .

0 Comprehensive General Liability Bodny Injury and Property Damage
O Each occurrencefaggregate: $1.000,000
0 Ocourrence Basis (Modified Occurrence or Claims Made Insurance is not acceplabls).
Include Bodily Injury. Broad Form Property Damage, Completed Products, completed
" Qperations, Premises/Operation, contractual, Owners and Contractors Protective
o Underground contractors must provide Explosion/Collapse/Underground (XCU)
O Automobile Liability, Bodily njury, Property Damage:
0 Each Occurrence/aggregate: $1.000,000
0 Any Automobile (inciudes owned, nonowned and hured)
O Workers Compensation:
a Employer's Liability with policy fimits of $1,000.000
0  Waiver of Subrogation
O Professional Liability:
a. Employer s Liability with pohcy limits of $1 ,000,00 .
/zl/ Additional insured Endorsement:
2~ Form CG20 10 11 B5 covering: ' :
& _ Paclfic ‘Fairway Villas at Hiddenbrooks, L LC.
PMP at Creskside Msaadows, L.L.C.
Terrace Vlaw at Five Canyons, LLL.C. Countryside at Kerman, L.L.C.
,a/ Pacific Mountain at Madera, L.L.C. PMP at Mossdale Landing, LL.C..

¢ Endorsement to include tha following provision:
ﬁ] —  “This insurance shall apply as primary insurance as respects to the

Mountain.Partners, Inc.
,a/ Pacific Mountain Partners, [.L.C.

ocDOoD

additional insureds named above and any other insurance available to the
additional insureds shall be excess and not contributory with the insurance

. jv\( / " afforded by this policy.”

5.

Job.description to read:

O Terrace View at Five Canyons O Hidden Grove at Walker Ranch

g .The Villas at Hiddenbrooke a Countryside
Coronado/ Montelena O Citrus at Mossdale Landing

Certificate Holder: ‘
Pacific Mountain Partners, inc. Q Fairway Villas at Hiddenbrooks, ..L..C.

Jd Pacific Mountain Partners, L.L.C. Q PMP at Croekside Meadows, L.L.C.

Q _ Terrace View at Five Canyons, L.L.C. Q Countryside at Kerman, L.L.C.

~ Pacific Mountain at Madera, L..L.C. [~

PMP at Mossdale Landing, L.L.C.
Insurancs carriers must be “A” rated. o

*lease issue a REVISED certificate reflecting the above and mail the ORIGINAL to my attention
nmediately. Payments may be hald as a result of noncompliance to msurance requirements.
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FROM: Susan
OMPANY: = COAST BUILDING . | DEPARTMENT: Accounting
: PRODUCTS .
c: CUT - A5 ] — 350 | PHONE: (628) 855-7200
AX: 209-538-2685 FAX: T (925)855-1348
UBJECT:  Inswance coverage for COAST BUILDING PRODUCTS

008 TUE 0211 PH FAX NO. P, 01/03

| Qlﬂ;x% Ng&m& ’}\/\ < iu\c\afse At
\\—\/\ Coﬂ Lc)(fc\ Nowe D |

2410 San Ramon Valley Blvd., Suite 230
. San Ramon, CA 94583

08/15/06 . E-MAIL: _susan@pacificmtprt.com

s have reviewed the Certificate of Insurance dated 08/09/06 for the above insured. However, in -

sordance with the “Insurance Requrrements contained in our. Contract, the following checked itoms
Il require attention: .

a Comprehensive General Liability, Bodily Injury and Property Damage:
. O Each occurrence/aggregate: $1.000.000
Q Oceurrence Basis (Modified Occurrence or Claims Made Insurance is not acceptable).
Include Bodily Injury, Broad Form Property Damage, Completed Products, completed
Operations, Premises/Operation, contractual, Owners and Contractors Protective
0 Underground contractors must provide Explosion/Collapse/Underground (XCU)
a Automobile Liability, Bodily Injury, Property Damage:
o Each Occurrence/aggregate: $1.000.000
0 Any Automobile (includes owned, nonowned and hired)
O Waorkers Compensation:
O Empioyer's Liability with policy llmlt‘i of $1.000.000
- @ Woaiver of Subrogation K
O Professional Liability:
a Empioyer's Liability with policy limits of §1 000,000
Q0 Additional Insured Endorsement:
O Form CG20 10 11 85 covering:
.Q Pacific Mountain Partners, Inc. _
Q Pacific Mountain Partners, L.L.C.
O Terrace View at Five Canyons, L.L.C.
a Paclfic Mountain at Madera, L.L.C.
0 Endorsement to include the faliowing pravision;
. “This insurance shall apply as ptimary insurance as respects to the
additional insureds named above and any other insurance available to the
additional insureds shall be excess and not contrlbuto/y with the insurance

.. Fairway Villas at Hiddenbrooks, LL.C. '
"PMP at Creekslde Meadows, L.L.C.
Countryside at Kerman, LLL.C.
PMP at Mossdale Landing, L.L.C..

opoo

afforded by this policy.”

Job description to read: ,

Q Terrace View at Five Capyons /a/Hidden Grove at Walker Ranch

. @ The Villas at Hiddenbrooke O Countryside
3 Coronado/ Montelena : . O Citrus at Mossdale Landing
,21/ Cartificate Holder: oo :

Pacific Mountain Partners, Inc. QO Fairway Villas at Hiddenbreoke, L.L.C.
Pagcific Mountain Partners, L.L.C. _2 PMP at Creekside Meadows, L.L.C.

Q Terrace View at Flve Canyens, L.L.C. Q Countryside at Xerman, [.1.C.

QO Pacific Mountain at Madera, L.L.C. G PMP at Mossdale Landing, L..L.C.

0 Insurance carriers must be “A” rated.

sase issue a REVISED certificate reflecting the above and mall the ORIGINAL tc my adtention

. nediately. Payments may be heald as a result of noncompliance fo Insuranca requirements.
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REPORT OF INVESTIGATION

MASCO CONTRACTOR SERVICES

Northern California Organization and Activities

CA Sepretm‘_‘y of State

| CA Comtractor’s Licemses
Inspection ¢f Premizes
Addendum

" Masco Environmenis For Living Requrements
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CA Secrstary of State Indices:

) 9 ‘ £ o " ! v . 0
The names Buscs Condracior, Masco Contractors or Builders Service Group were nct

discovered in the CA Secretary of State Corporaie indices. This search includes Limited
Partnerships and/or Limited Liability Companies.

wsoo Contractor Services is incorporated in Florida under the name, 2t

, bui indexed as 1 Masco Contractor Services Central, Inc. The name

: I\'_Lé-_SCG asy ayt of a company name is utilized in atleast twenty-four separate Florida
cor‘poz'aiim-s.

No t:h’a’r Advrs

It was determined that Masco Contractor Services owns 27 insulation companies in
California, as follows:. ‘
Balkerstield: Western Insulation, LP
Ceres: Western Insulation, LP
Concord: Coast Building Products
Corona: Paragon Schmid Building Products (2 Locations)
Fountain Valiey: Paragon Schmid Building Products
Fresno: Western Insulation, LP
Fresne: Sacramento Bui ’.mg Preducts
rard: Western Insulation, LP
Lancaster: Western Insulatton, LP
L ille: Sacramento Building Products
Sacramento Building Products
Nipomo: Western Insulation, LP
ig: W

atario: Western Spectalties
Palm Desert: Paragon Schmid Building Products

Poway: Schmid Building Products

Rancho Cucamonga: P'u"avon Schmid Building Pruducm
Redding: Sacramento Building Products . '
Sacramento: Sacramento Bmldmv Products

Sacramento: Western Insulation, LP

o 1

oalinas: Lmst Building Products
e Jestern Tnsuxannn P
San Jose: C c‘._tBa'Limﬁ Products

5
!
Ly
J Lo}
x-"

Santa Barbara: Santa Barbara Building Products
ania Rosa: Coast Building Products
S

Co
2. Sacramento Buudmg Products
“alencia: Paragon Schimid Building Products

00060033



Those ingulation compantes
sear ched 1n the California Sccretarv of State corporate tndices with the fo

located in Northern Califoinia, 25 shown below, were

L

liowing resuit

5 P BN
1. Sacramento Building Products {zes #3 below)
2. Western Insulation
3. Coast Building Products {see #6 below)
4, Century Insulation
5. Sacramento Insulation (see #1 above)
-6, Coast Insulation {see #3 above)
CA Entity CAID# - Address Agent Date Status
o ' ' Filed/
' ; o _ N 1
Western 2001- 1029 Technology UT Corporation 3/6/0% :
Insulation, 1P 06500006 | Park, Glen Allen, VA | Syatem !
| 23059
Coast Insulation | €1342005 | 2339 Bewille Rd T Corporation 9/18/88
c ontx actors, Inc Daytona Beach, FL System .
32119
Sacramento 0455372 2339 Beviile Rd CT Clorporation 8/1/63 | Aciive |
Insulation ™ - " | Davtona Beach, FL = 7| Svstem )
Contractors ) 32119

Mg
]
[#3s]
[43)
Gl
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Note fhat ol insalotion confraciing companies must be Heensed by e U4 Board of

Contraciors.

Licenses for associated Masco insulation companies found i in C

indices:

CA Coniracior’s

Co. Name and/or dba

Address on License CA License No.

Sacramento Insulation
Contractors dba
Sacramento Building -
Products

260 Jimmy Ann Drive 202026 |
Daytona Beach, FL 32114
386-304-2222

Sacramento Insulation
Contractors dba Central
Fireplace

Same as above

7l
+=
-}
Ll
¥
—

Same as above

Western Insulation, LP* 794484

Coast Insulation ## Same as above ' 4635440
Coniractors, Inc. dba
Coast Building Products |
Masco Contractor 2339 Beville Rd 424061

Services Central Inc D aytona Beach, F1. 32119
dba Century Insulation 388-304-2222

*9¢ mpamea utilizing the name

T i~ -
L-LLCII*:

ormaion on

#HE companiecs utilizing t}

rrailon on IRactive companies

ite 11Lc-,~3 Of these, only.one 1s currentlv.a.ct e {shown abov
'  nactive compani

‘-1"\

name Coast Insulation are shown on the CA
mdm% Of these, only one is ¢ m"ntl} active {shown above). —l

Western Insulation are shown on t

2 R F
i Fa ‘j

Y

.
3

0000035
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Licenses found in CA Contractor’s License indices using A
search term: (4 inactive companies found and NOT shown below.
companies available) '

intormation n inactive

— &
dasco Cont

- - Taw aY o o »
Fockor Services as

Additional

Co. Name and/or dba

Address on License

Builder Servic

es Group,
Inc. dba Gale Insulation

260 Iimmy Ann Drive
Daytona Beach, FL 32114
386-304-2222

Ma:sco Contractor 260 Jimmy Ann Drive 716847 i Current

ervices Ceniral, Inc. Dba | Daytona Beach, FL 1E’.llit
Gearhart Building 386-304-2222
Products
Builder Services Group, 2339 Beville Rd 814508 Current :
Inc. dba B 81 Building Daytona Beach, FL 32 119
Products 386- 304-2222 ;

)
a3

[N
[yi)
Lo
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Ma-«‘" is act ve in many other coniracting areas, and is tactwel seeking business fo
acquire. The following information appears on their web site.

With over twes :’;‘ }”’am if expertence, and over 80 acquisitions, Masco
Contractor Semvices ’S ) 1S fo:-vg history of acquisition success. At
AFCS, acquisition success means LfC(IIJII‘In05u66655'{H£ companies, keeping

the emplovees and customers satisfied, and helping the sellers achieve their
og"esz‘z‘*-.-fes. When those b je:f’rrves are mez‘, we fnow the results wili

Masco Contractor Services (MCS) is looking to grow through the
acqguisttion of w’;{-man”ued profitable compm;res that add to the
company's strategic growth ubjec“n}ed We look for acquisitions that provide
positive opporiunities for both the seller and Masco Contractor Services.
Specifice Zw we are locking for the following types of companies thai

ation semvices 1o Z:mfdem and homeowners:

Trsu (;non( REFIACIOFS

- om‘ aclors
Sheiving Contractors
Afirror and Shower Enclosure Coniractors

Distribution and Instatlation Companies

Other: We are always willing to censider pther business eppeoriuaiiies with
strafegic valie fo the company.

IS ﬁeu ble in heipmo sellers aﬂhr’#ve their

ng philosophy, the employees of the seller are very
S cmd therefore, we uo;k hard to retain the emplovees of the

E]

any, mcluding the sellers (where possible) and managers.

company that provides career oz)pur: Rnities and extessive
OHF €’ffipitﬂ 2es.

10000037
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HNSPEC TION OF PREMISES

Pulte Homes: Avaﬂume and Toscena in Muuntam Hau.s:: a ifornia

On May 10, 2006, an inspection of dvendede and Toscans, sub-divisions designated as
designed and constructed by Pulte Homes, was initiated An on-site visit to Mountain
House did not reveal any sub-divizions within this Community identified as Avondale or
Toscana Information regarding both dvendaie and Tosoqna was located durinz Y]
isiternet gearch hov.-'e‘\.-‘er and Pulte Homes (:ui‘rentl‘r does have 4 distinct commauniiies 1n
Meountain House. T‘ae e are entitled Jabie T

ne hgmr’\rrt ;.:D

g cwrhAomzs, Terra ;
and Amberiza and are located within the B th'mv Neighborhood. The sales offices for
these Pulte homes were closed and no additional information could be obtained. The
irformation center at Mountain House was then contacted. The clerk at this center
informed us that a meeting was scheduled later this month with the various butlders
cm‘rent]}-‘ working in Mountain House. At that time, dates were to be scheduled for
ground breaking of additional subdivisions to be built in the new Altamoni
Neighborhood, and among them would be the Pulte Developments, dvendeafe and
Toscana. Future plans tor Mo untain House include twelve separate neighborhoods or
‘villages®, although only two neighborhoods, Bethany and Wicklund, are currently
developed. A map ui the proposed villages was given to us along with other promotional
materials. ' ‘

On May 11, 2006, contact was made with Pulte sales répreseniatives for Gable Lane in
Nountain House to digcuss any knowledge of building plans for Avondele and/or
Fogeone The representative stated that he mse'lsondbk rains this spring have delayed
the building plans and they have been told that construction will probably not stast unn!
late this summer, and to expect the models to be rea dJ in early winter. This salespersor
- was very knowledgeable and proud of the energy efficiency records of Pulte Homes ¢
wanted us to know that they (Pulte) exceed the standard Energy Star requirements
have achieved aPlaImum rating, however he had no knowledge of current and/or fiture
inzulation companies used andfor any current and/or future 2 pa

/

esting contractors
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ﬂ‘-ﬁl SPEC TIO OF PREMISES:

Pulte Homes: Feeesnds, Gables and Croves at M'm" a Park in Qaklev, California

On May 10, 2006, an ingpection of Lzgends, Gebles and Grove
divisions designated as designed and constructed by Pulte Homes was nllblcltt'd
Information regarding Legends, and Groves at Magnolia Park was located during an
internet search however, no current mention of Gadies was found.

L

Contact wag made with the Pulte Construciion cre w across the sireet trom the 1 lia

Park Sign (photo attached). They-informed us that both Gedles and Groves we i

the planning stages but that model homes were currentlv being built for Legend

asked about the Energy Star ratings of Pulie homes and, how, exactly, they were
and built, the construction foreman said thai as far as he Lnew Pulte in Brentwoot

always used California Living and

Lomry o

7 Fnergy Consultants for their 3rd pc.i"l‘; verifie
c;.ddc(‘ that he had no real kno wledg h ther any other company was to be used
Oakley, however he had heard that the new development would be using a subs
\"'chf’ﬂ"z“vu Living and Energy Consultants. (Brentwood and Oakley are divided by
Nerolly Street and the construction crew trailers were actually ir Ezer:v‘ood Dult
subdivigions on the Brentwood side and Maﬁnolid Paxk ig scheduled for the Oakle

000609039
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INSPECTION OFPREMISES:

-

Pulte Homes: Legends, Gﬂéges* and d?m‘e.) at Magnolr Park, in Oaklev. California

On May 11, 2006, a visual inspection of “what ¢ 'queaxs to be bygi ming construction of |
- Legends was made. (Photo above) Additionally, contact was made with sales

represeniatives for Zstatzs i Brentwood to discuss any know 1eclg: of building plans for
Legends, Gubies and Graves at Magnolia Park. This saleaperson appeared very
knowledgeable and proud of the energy efficiency records of Pulte Homes and wanted s
to know thqt they {(Pulte) exceed the standard Energy Star requirements and have
achieved a Platinum rating for their Classios and Estates af Rose G
had he rd that Pulte was pl’m ing a new approach to achieving
ime, he didn’t know exactly what that approach would be.

He zaid that he
- but, ai this

"u

0000040
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TNS ECTION OF PREMISES: CONII\’IENTS '

Since the four of the five sub-divisions in ques'txon have not yei been built, no
mformation on either the insulation company chosen or the rating company used wounld
be available. However, since the construction of the model homes at Legends in Oakley
has begun, the City of Oakley Building Permits Department was contacted for any
insulation sub-contractor infermation. T.he clerk in this department, who tdentified herself
as Ann, stated that a permit was issued for each and every home planned but that only the

i

name of the general contractor was listed on the permit. She recommended contact with

- Pulte, Northern California in Pleasanton as a possible source oi information. She zaid it
Wwas ﬁl.‘-" possible that the foreman af the construction site could have the list of sub-

I
contractors. No one was found in the site trailer during our msit.
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ADDENDURM:

_ Pulte Homes. Northern California Pleasanton. CA.

Pulte Northern chh*omla Sales Department was contacted and an individual who
identitie d herself as Danay, stated that the sales office for Legends of Mugnolia Park

would be opmmg sometime in the middle to the end of June 7001; She predicted that the
- model homes for Zegends would be ready sometime in the middle of this summer. She
alzo believed that Lh' sales offices for Tescense and Avordale in Mountain House

open sometime in July although the model homes would not be ready until some
fall. Danay said that the “Platinum Rating” mentioned by the Pulte sales staff in
Brem‘vood was gpecific to an enfire community. Since the Mountain House commuaity
is constructed of many' neighborhoods and many builders, this rating would not be _
utilized in Mountain House; however current plans showed that the Qakley developments
would be built in accordance with new requirements that were actually 1n excess of the
platinum raiin v '

4
eftime thiz

'(2

uIC

-

Pulie Noithern Lahlurna Pcuc msing Department was contacted and an individual w
identified himself as Gary, stated that the insulation contractor being used for Legenrds af

Jhsxzﬂo;w Parkwas Coast utlllu‘i“l&' Products. a Masco Company located in C onco:‘\i.

CA. Gary then stated that fl e inspec homouﬁdn  process was veritied by

1E1 ‘ironments +or L\ g}, also a Masco division {or program}. This process *1»-‘01‘-«'6;’»:_ a
entire consiruction program | See T llm ing mfo m ;‘;on‘) and corn*)lnt informatis
egarding this program can be found on the Masco-csc.com website G"n'y stated fh{(t, thi
program was used in certain communities onl} an d that other areas

f .-vch as thosz pls
in Mountain House, were not using rhlc: program. He further said that the other
communities utilized uaeda ot aiuly; Ving aRd An

Consultants for their 3vd pasty

s to a company identified as
- search. Speciiic biographical infor rntm

[=
I

representative s2nt to the nai
ESNET (Re s'deqtlal Encrcv Services Nﬁtw vk con% ences in-2004 and 7U

b4 -

discovered. Int
Corporate Ser
m Texas. ]
of any company
Ciﬁnh‘-’ctur L'

2 was rviﬂ red to as “recently a