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1. Program description

Designed for Comfort: Efficient Affordable Housing (referred to as DfC hereafter) is a resource acquisition program that addresses the multifamily affordable housing retrofit market segment.  The program uses a performance-based approach to encourage affordable housing property owners to choose the most cost-effective measures to achieve a 20% energy improvement over existing building conditions.  The program aims to transform the multifamily retrofit market away from a prescriptive, one-size-fits-all approach, toward a comprehensive building analysis approach that uses energy consultants and Home Energy Rating System (HERS) Raters to evaluate a wide palette of energy efficiency options when rehabilitating multifamily properties.  The program will provide training to tenants on the proper use of their upgraded apartments.  The program will capture opportunities related to behavioral changes that would otherwise be lost, and will also capture some lighting energy savings that the residential Title 24 standards would not.  

The DfC program provides long-term energy benefits by promoting a performance-based, comprehensive, cost-effective package of energy efficient measures with long useful lives (typically 16 to 20 years).  These include high performance windows, better insulation, high-efficiency heating, cooling, and water heating equipment, and most likely, a combination of these measures to achieve maximum savings potential. 

DfC offers incentives of up to $700/unit (9 or more units), up to $1,500/unit (3-8 units) and up to $500 for special needs housing for qualifying projects.  In all cases, the incentive only covers the costs of the upgrades up to the incremental cost or the incentive amount, whichever is less.  

The program activities and accomplishments during the months of April through June 2007 are described below under four broad categories: Administrative, Marketing, Direct implementation and Program Performance and Status.

2. Administrative activities 

During the 2007 second quarter (April, May and June, 2007), HMG (Heshong Mahone Group)   continued to spend administrative labor hours resolving program issues with Southern California Gas Company (SCG) and Southern California Edison (SCE). Specifically during this quarter, HMG was involved in the following:

Specific administration related activities for this quarter are summarized below: 

· Contract change order and revised E3 Calculator: Since October of 2006, HMG continues to diligently submit revised versions of the E3 Calculator.  HMG was told that SCE was satisfied with the revised version, but then SCE came back with additional changes.  HMG continues to respond to the utilities requests to change the calculator inputs.  As part of the E3 revisions and as a result of the May SCE/SCG/HMG meeting, HMG proposed to move funds from marketing to administration due to the unanticipated and unbudgeted increase in administrative labor associated with revisions of the E3 Calculator, resending of files that the utilities cannot access or open, and the upcoming tasks of setting up and testing the Flat Files. These revised energy savings estimates, revised budgets, and the corrected HMG billing rates will be submitted to SCG to include in the contract change order following SCG and SCE’s approval of the E3 Calculator.

· In May, HMG met with SCG and SCE staff to revise the E3 Calculator based on the division of joint projects and one-utility only projects.  The result was to split the projects that were served by both utilities and assign all projected kWh savings to SCE and all projected therm savings to SCG and to account for projects that are served by one utility only.  For example, the projects that were served by SCE only were assigned projected electric energy savings and not gas savings and vice versa with SCG.   The energy savings in the revised E3 calculator reflect a portion of the participating units that are served by one utility only.  Before HMG can proceed on finalizing the change order, SCG/SCE must approve the revised E3 Calculator.  

· In April, HMG staff continued to work on responding to requests to revise the E3 calculator with revised projected energy savings goals, number of annual installations and incentive amounts. 

· Incentive Split Methodology: SCG submitted the incentive split methodology to HMG on April 18, 2007. The methodology involves calculation of energy consumption savings per measure and per fuel type (electric, gas or other) for each project (based on difference between per annum energy consumption data for existing and proposed measures). The incentive split is then calculated based on percent savings attributed to electric savings (portion to be paid by SCE) and percent savings attributed to gas savings (portion to be paid by SCG) and the proportion of individual measure costs attributable to each type of savings.  Both SCE and HMG found an error in the password protected Incentive Split spreadsheet and are still working with SCE engineer to recognize the problem and correct it.  This problem has not yet been corrected.  This incentive split methodology makes it impossible to manage the incentive split budget in advance of projects going through the energy analysis.  This methodology also creates more administrative labor on HMG’s part to try to manage. 
· Flat Files:  HMG attended the SCG SMART System training on June 18, 2007 and has scheduled a meeting with SCG/SCE for July 11, 2007 to tailor the Flat Files to the DfC program.

· Marketing and Administrative materials approval: The customer satisfaction survey form, website, and application form were approved by both utilities in May.

· Single territory (SCG-only and SCE-only) Projects: In April, SCG and SCE provided HMG with written approval stating that HMG can enroll single territory projects in the DfC program (either SCG-only projects or SCE-only projects). As a result two SCG-only projects are now able to start their rehab. 

3. Marketing Activities 

During the 2007 second quarter, HMG did not actively recruit projects, and did not schedule any new participant meetings.  HMG awaits a final decision on the E3 Calculator and incentive spilt before recruiting additional projects.  Below is a summary of specific marketing activities.


Marketing Materials

· HMG published the DfC program website this quarter.

Marketing Events 
HMG’s original marketing strategy was to recruit DfC participants through exhibiting and/or presenting at industry conferences, workshops, and/or meetings.  These venues serve as a direct link to the targeted market. HMG had some marketing events already scheduled for this quarter, prior to the decision to stop direct marketing and outreach.  Following are the details of these events:



Conferences/Seminars

· HMG staff attended and presented the DfC program at the “Fourth Annual Inland Empire Housing Forum: Building Housing Partnerships” in Rancho Cucamonga on April 12, 2007. This forum was sponsored by Southern California Association of Non-Profit Housing and focused on the role of each stakeholder in the development of affordable housing and ways to build mutually beneficial relationships between government representatives and developers.
· HMG attended the Housing California conference entitled “Building Homes, Building Hope” in Sacramento on April 24 and 25, 2007, to promote the DfC program.  This conference was attended by over 1,500 professionals in this industry, including: developers (affordable/mixed-income/market rate), business leaders, advocates, government officials (city/county/municipalities), and service providers (primarily lenders). HMG was one of approximately 50 exhibitors at this conference and the convener for the first session of the conference entitled “Financing Energy Efficiency Solar/PV and Green.”  
Meetings

· HMG did not schedule any new participant meetings this quarter.

4. Direct Implementation Activities 
The direct implementation activities include procurement of EnergySmart Paks and the project enrollment process. Both are summarized below.
EnergySmart Paks
· In this quarter, HMG purchased and delivered a total of 26 EnergySmart Paks to one project site.
Project Enrollment

· HMG has been very successful in recruiting projects both in SCE and SCG areas and has exceeded the milestone unit goals for large projects. The DfC program currently has eight projects enrolled for incentives with a total of 945 dwelling units (the program goal is 1,015units). 
· HMG held two tenant workshops for completed projects this quarter.  Customer surveys were also collected for these projects and are include with the June 2007 monthly report.
· One project completed rehab and HERS inspection at the end of May. The pre-rehab inspection, final HERS inspections and other supporting documents have not yet been submitted by the owner.
 
5. Program Performance/Program Status 

 FORMCHECKBOX 
  Program is on target
 FORMCHECKBOX 
  Program is exceeding expectations
 FORMCHECKBOX 
  Program is falling short of expectations
The program is currently exceeding expectations. Overall, HMG has delivered milestones/deliverables on time, or in advance of program goals. Some deliverables are still awaiting SCG approval. Program goals by quarter and progress to date are summarized as follows:

· HMG has met 100% of conference/workshop/training goals for Q2 2007. 

· HMG did not have any participant meetings this quarter due to a change in marketing emphasis. Due to the early program success in recruiting projects and the continued lack of clarity in the program rules, HMG has reduced marketing effort to only responding to specific requests and following up with interested projects that are currently on the program waiting list. 

· For customer enrollment application goals, HMG has met 100% of the all Q2 goals.

· HMG has already met 100% of unit goals for the Q4 2007 (total program combined SCG/SCE units goal is 1,015). HMG has currently enrolled 945 units in the DfC program).There are currently 535 completed, 384 active units somewhere in the process, and applications for 1251 units that are on the waiting list. 
Program Changes and Unresolved Issues

Before HMG can proceed on finalizing the change order, SCG/SCE must approve the revised E3 Calculator.  These revised energy savings estimates, revised budgets, and the corrected HMG billing rates will be submitted to SCG as a contract change order following SCG’s approval of the E3 Calculator.
With the new incentive split formula, it is impossible for HMG to project the dollar amount of incentives paid to the owner, or how this amount will be divided between utilities until a project is analyzed and plan checked.  This makes it impossible to guarantee an incentive amount to an owner, and very difficult to know when incentive budgets will be depleted for either utility.  When a project signs up for the program, we will not know if there are funds available from the appropriate utility until after the project owner has invested in both an energy consultant and a HERS rater.  This risk may discourage participation.  

6. Program Achievements (Non-Resource Programs Only): 

N/A

7. Changes in Program Emphasis, if any, From Previous Quarter 

There are no changes in program emphasis. 

8. Discussion of Near-Term Plans for Program over the Coming Months 

For this quarter, HMG’s critical need was to get the incentive split methodology finalized by the utilities. Without this we could not work with the list of participants to proceed, or report savings. 
In the near-term, HMG plans to focus on getting the E3 Calculator and budget revision approved and the change order complete  before working with new projects on the wait list.  Knowing the incentive budget is critical before having participants invest in energy analysis.    HMG needs to better understand the available incentive budgets and the limitations of the incentive split structure before having participants invest in energy analysis.        
9. Changes to staffing and staff responsibilities, if any

As of May 1, 2007 the HMG program manager for the Sempra/SCE Designed for Comfort program changed.  Julieann Summerford, Senior Project Manager in HMG's Encinitas office is now the project manager for the program.  Puja Manglani will continue to assist with direct program implementation.   
10. Changes to contracts 

No changes to contracts to report.
11. Changes to contractors and contractor responsibilities, if any

No changes to contractors to report.

12. Number of customer complaints received

In March, HMG submitted a request for payment and supporting documents for $396,250 in participant incentives.  Despite the NET 30 day payment terms, SCG indicated that SCG staff had to inspect the completed projects prior to approving the request for payment and coupled with a SCG staff change led to almost a two-month delay in receiving the payment.  This led to a delay in the participants receiving their incentive payments – over the 90 day expectation. HMG received several inquiries from these participants as to why their payments were delayed.   

13. Revisions to program theory and logic model, if any

There are no revisions to the program theory and logic model.
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