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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 HERS (Home Energy Rating System) Raters to evaluate a wide palette of energy efficiency options when rehabilitating multifamily properties.  The program will provide training to owners and property managers on the effective use of this performance-based approach, and to train 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 October, November through December 2006 are described below under four broad categories: Administrative, Marketing, Direct implementation and Program Performance and Status.
2. Administrative activities 
During the 2006 fourth quarter (October, November, and December, 2006), Heshong Mahone Group (HMG) spent a large amount of administrative labor hours resolving program issues with (Southern California Gas Company (SCG) and SCE (Southern California Edison). Most of the issues remain unresolved as of this quarter. Specifically during this quarter:

· HMG, SCG and SCE program managers attended a teleconference meeting on October 27, 2006 and then again on November 3, 2006 to discuss and clarify program related issues so HMG could move forward with the DfC program. SCG/SCE advised HMG to stop further enrollment of projects in the program. There were two more subsequent conference calls with the utility managers to attempt to resolve the problems. HMG spent a lot of time internally and with SCG program manager to discuss the program issues and impact on the program if program changes were to be implemented. The questions HMG had for the program managers at the meetings are detailed in the October 2006 Monthly report and again in the December 2006 Monthly report. A summary of these issues is provided in Section 6 “program changes and unresolved issues”.
· HMG submitted administrative deliverables including Policies and Procedures, ramp down/shut down plan and tracking database. This completes all the administrative deliverables for this program. 
· Flat File: HMG is continuing to update the Flat file. There are some remaining questions that have not yet been answered by SCG. Once the questions have been clarified, HMG will submit the Flat file.
The table below lists all administrative deliverables that were submitted in this quarter.
	Deliverable/Milestone
	Date
	Status

	Administrative
	*NTP – Notice To Proceed
	

	Policies and procedures
	*NTP +3 months
	Submitted a draft report in November

	Ramp Down/shut down Plan
	NTP + 3 months
	Submitted in November

	Tracking System
	NTP + 3 months
	Submitted in November


Figure 1: 2006 Fourth Quarter Progress toward Administrative Goals

HMG is still waiting for approval from SCG on the application form and customer satisfaction survey form.
3. Marketing activities 
During the 2006 fourth quarter, HMG submitted the marketing deliverables including marketing plan, website and email blast template. In this quarter, HMG did not actively recruit projects, and did not schedule any new participant meetings as per SCG’s request until the program issues get resolved. However, SCG agreed that HMG can continue to attend certain events/meetings that were scheduled prior to the November 3rd meeting with the utility company managers.
Below is a summary of specific marketing activities.


Marketing Plan

The draft marketing plan document was submitted to SCG in December. However, this marketing plan may need to be revised to reflect changes in the program. The program marketing plan summarizes the market and the market environment, including challenges and opportunities, DfC goals, marketing objectives and strategies, description of marketing materials and a strategy to cross-promote other utility-funded programs.

Marketing Materials

· HMG submitted the DfC program website and email blast template. Both materials have not yet been approved by SCG. HMG decided not to send out any email blasts until program issues are resolved. 
· HMG had already submitted the brochure and exhibit panel in the earlier quarter (2006 Q3). SCG approved the exhibit panel this quarter but the brochure approval has been put on hold until program issues are resolved.

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
For the 2006 fourth quarter, HMG had a goal of two conferences/workshop sessions.  HMG surpassed this goal and presented, exhibited, or attended six (6) conferences/workshops to promote DfC program. This is in addition to the four conferences that HMG attended in the first quarter.


HMG presented or attended at the following events:
· Enterprise Foundation Networking Conference on October 26, 2006.  HMG attended the green building sessions at the conference and discussed DfC services.  Enterprise is a community development conference with over 1, 200 attendees of community development practitioners and foundations that support affordable housing. 
· Non-Profit Housing Association of Northern California on October 16, 2006.  HMG exhibited at the conference and discussed DfC services to statewide affordable housing developers.  Over 500 registrants attended.  
· The Affordable Housing Advisory Committee — On November 9, 2006, HMG participated on this committee to represent the DfC and AHEEA (Affordable Housing Energy Efficiency Alliance) programs. 

· Nixon Peabody’s Affordable Housing Industry Update — On November 9, 2006, HMG attended the Nixon Peabody Affordable Housing Industry Update to inform participants about the DfC program. There were some Southern California affordable housing developers at the event. 

· IHACI (Institute of Heating & Air Conditioning Industries) Trade Show — HMG attended this annual product and equipment trade show for Heating, Venting & Air Conditioning (HVAC) systems and components on November 15, 2006. The purpose in attending was to meet with contractors, project and site managers who are involved in multifamily projects and to learn about new energy saving HVAC technologies that may be utilized in rehab projects enrolled in the DfC program.  
· Creating Community 2006: Next Steps on MHSA— this conference took place from December 4-6 in Pasadena and was organized by Housing California, focusing on special needs housing. HMG presented the DfC program details, along with case studies and an overview of energy efficiency concepts at one of the sessions titled “Financing for Energy Efficiency in Special Needs Housing”. 


Meetings

For the Month 6 deliverables HMG’s goal for presentation to potential participants was four (4).  HMG had already held five (5) meetings with potential participants in the earlier quarter (2006 Q3). In this quarter, HMG attended 3 meetings described below (as per SCG, HMG did not actively schedule any new meetings):

· HMG met with J D Property Management, Inc. They have a potential 78 unit project in Garden Grove. HMG staff visited the potential project and gave suggestions on rehab measures for this project. 
· HMG staff also met with Nabahood Community Development, Inc. in October. They have two supportive housing projects in consideration, a 5 unit group housing and another 100 unit single room occupancy housing.
· HMG met with Bertram Management in November to discuss AHEEA services (Affordable Housing Energy Efficiency Alliance program, also administered by HMG) and inform them of the DfC program.  HMG collected details of their projects and placed them on the DfC waiting list for future recruitment. 
	Deliverable/Milestone
	Date
	Status

	Marketing
	
	

	Marketing Plan
	NTP + 2 months
	Submitted in November, waiting SCG approval

	Web Site
	NTP + 3 months
	Submitted in November, waiting SCG approval

	Email Blast Template
	NTP + 3 months
	Submitted in November

	Email Blast Campaign
	NTP + 3 months
	As per SCG, campaign on hold

	Brochure
	NTP + 3 months
	Submitted, no SCG approval

	Exhibit Panel
	NTP + 3 months
	Submitted, approved by SCG

	Presentations to participants
	
	Attended 3 meetings

	Conference/training
	
	Attended 6 conferences


Figure 2: 2006 Fourth Quarter Progress toward Marketing Goals
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 665 EnergySmart Paks to enrolled project sites. HMG has informed the HERS Raters about the delivery so they can schedule a final HERS inspections once these projects have completed their rehab and installed all the contents of the EnergySmart Paks.
Project Enrollment: 
HMG has been very successful in recruiting projects both in SCE and SCG areas and has exceeded the unit goals for large projects. A total of fifteen projects are currently enrolled in the program, with a total of 1040 units (the program goal for this program is 1015units). 

In November, one project (108 unit project in Palm Springs) dropped out of the program because the owner put the project rehab on hold until they have worked out their funding. In place of this project, HMG enrolled a 128 unit project located in San Bernardino (project taken from the current DfC waiting list) in the program.

Eight of the 15 enrolled projects (a total of 665 units out of a total of 1040 enrolled units) continued their rehab activities in December. Rehab activities had slowed down considerably due to the holidays. Out of these eight projects, six are served by SCE only. HMG is continuing to work with SCG and SCE to resolve issues with currently enrolled projects that are only served by SCE or SCG.
Of the remaining seven projects, HMG is providing design assistance to energy consultants for six projects. HMG is working with these projects to incorporate cost effective energy efficient rehab measures. All six projects are in the midst of their energy analysis. One project, a 128 unit project located in San Bernardino (a project previously taken from the DfC waiting November and reported in November monthly report narrative) is still in the application stage and HMG staff is working with the owner to identify a HERS Rater and energy consultant for this project.

There were four customer enrollment direct implementation deliverables that were due for Month 6 as per the contract (January 3rd, 6 month from NTP-August 3rd). HMG has enrolled 15 projects with a total of 1,040 units, thus exceeding the program unit goals under the direct implementation category.
 
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. Many of the deliverables are awaiting SCG approval in order for HMG to proceed. The table below summarizes the program goals by quarter and the progress to date. Specifically:

· HMG met 100% of conference/workshop/training goals for the 2006 Q3 and Q4 and 50% of these goals for 2007 Q2 quarter. 

· HMG met 100% of participant meeting goals in 2006 Q3 quarter and 2006 Q4 quarter. 

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

· HMG has already met 100% of unit goals for the 2007 Q4 quarter (total combined SCG/SCE units goal is 1015. HMG has currently enrolled 1040 units in the DfC program).
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Figure 3: 2006 Fourth Quarter Progress toward Progress Indicators 

Program Changes and Unresolved Issues
There are pending program changes and unresolved issues (for details, refer to December 06 Monthly Report Narrative) that have yet to be settled by the utilities. In November and December, HMG asked for clarification from the utilities on several outstanding issues/questions. Below is a summary of the current status:

1. How are incentive payments to be proportioned between the two utilities?  In this quarter, SCG/SCE is requesting that HMG report the proportion of incentive payment to be paid by each utility for each project, referred to as the “Incentive Split Methodology”.  HMG has proposed a variety of methodologies, none of which have been approved yet.  This is an outstanding question not resolved by the project contract. A methodology is necessary in order to manage the project budget.  Without an understanding of how much incentive money will be paid by each utility, HMG cannot determine how much money is remaining for various projects.  
2. What are the program rules for projects which are located in only one utility’s territory? The program rules for projects in only one territory were not specified in the contract.  The HMG proposal assumed that the program would be administered with the same rule set that had been applied during the previous two funding cycles, whereby a project was qualified for full incentives regardless of which utility territory it was located in.  SCE has verbally told HMG that they will not pay incentives for gas savings for SCE-only projects, however such a project change/clarification has not been formally made in writing.   Similarly, SCG has said it will not pay incentives for electric savings for SCG-only projects. HMG has proposed an approach, but has not received comments or approval. Currently, HMG and the enrolled projects are in limbo pending utilities determination of the incentive split methodology for projects served only by one utility.
3. If program rules are changed, do the program marketing materials and applications need to be changed? Current program brochures and applications explain that projects are eligible to participate if they are in either territory (that is, “SCG and/or SCE”).  If the rules are changed to provide a different incentive structure for projects served by  only one utility, or if a different set of rules apply to projects in only one territory, then the written materials should be revised to clarify this.  This will involve additional cost. Since HMG has not received any written notification from SCG on program changes, this remains undetermined as of this quarter. 

4. If program rules are changed, how should currently enrolled projects be treated? Twelve of the 15 currently enrolled projects are in only one utility territory.  Thus, 80% of the projects and 36% of the enrolled units are in this situation.  Should these enrolled projects be administered under the previous rule set, or advised of revised rules?  This question is most pressing for those projects which are already under construction, which happen to be all of the projects located in Long Beach in SCE-only territory.   HMG has urgently requested that this matter be resolved so the SCE customers can be informed about whether their incentives are in tact or might be jeopardized. The currently enrolled participants are logically under the impression that they should qualify for the full incentive amount because they met all written program requirements and signed the (utility approved) application. HMG has urgently requested that this matter be resolved so the current participants who are waiting to start rehab can be advised accordingly.
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 currently, unless there are program changes based on the section described above on “program changes and unresolved issues”. There is some change in the marketing emphasis. Due to the early program success in recruiting projects and the continued lack of clarity in the program rules, HMG will continue with a very targeted marketing effort which will consist of responding to specific requests and following up with interested projects that are currently on the program waiting list. 
8. Discussion of near-term plans for program over the coming months (e.g., marketing and outreach efforts that are expected to significantly increase program participation, etc.)
HMG’s critical need is to get revisions to the program requirements and incentive split methodology finalized by the utilities as soon as possible.  If any program changes are implemented, HMG will need to work with SCG and SCE to communicate the revised program rules to all affected DfC participants, especially to those participants with enrolled projects where construction is completed or nearing completion and/or which may have their incentive payments reduced.  

In the near-term, HMG plans to focus on targeted marketing and will not actively recruit projects. HMG already has a waiting list of projects in the program and will recruit projects only if and when the enrolled projects drop out, and when there are no projects remaining in the waiting list. 
9. Changes to staffing and staff responsibilities, if any

There were no changes to staffing and staff responsibility in this quarter
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

No customer complained received in this quarter. 
13. Revisions to program theory and logic model, if any

The Program Theory and Logic Model was submitted in December 2006.
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