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1. Summary

Thi ision important, innovativ kick-start a new wave of

incenti for nding financin ions for ener fficien

h | f these incenti financial institutions an ili mers. Ther

outcome for all utility customers.?Lowering the barriers to energy efficiency
retrofits and financing, particularly in under-served market sectors, is_also
critical to reaching the state’s goals_of reduced energy consumption.

InDeecision{P12-11-615;When the Commission adeptedapproved
2013 - 2014 energy efficiency (EE)

programs for Southern California Edison Company, Pacific Gas and Electric

Company, Southern California Gas Company, and San Diego Gas & Electric

Company (collectively “IOUs”), and-incladed-preliminaryapproval-ofwe
also approved up to $75.2 million of ratepayer funds for innovative EE

Einaneingfinancing pilot programs.*3 However, a

12 nergv Action Plan February 2
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2]d. at 6.

3D.12-11-015 at 67.

previously ordered expert consultant’s report recommending several EE

financing pilot programs, and comments thereon by the IOUs and other parties,

were received too late to authorize specific programs.z4

This decision authorizesup-toallocates $65.9 million to launch the-
1mplementat10n of #he%@l%%@M—EE—ﬁ&aﬂeﬂqg—pﬂet—pfegmms—m&ﬁH—yL

efforts and costs.] The Commission’s goals include developing news-scalable; and
leveraged financing products to effercensumers-to-help-thempreducestimulate
deeper energy-etficieneyEE projects than previously achieved through traditional

program approaches (e.g., audits, rebates, and information).

A2 H-05ate
% .

A core feature of the authorized pilots is the useleverage of limited

ratepayer EE funds for “credit enhancements,” such as a loan loss reserve, to

provide additional seeurity-to-third-partyincentives to lenders—Fhelenders;in-

is to test whether transitional ratepayer support for expanded-accesstoEE-
. o 1 1 | il . e CEs can lead
self- supporting EE finance programs in the future.

The innovative EE financing p#etpregramspilots authorized in this
- 3-
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decision require complex coordination of many moving parts with multiple

participants. TheAn administrative hub, identified as the California Hub for

Energy Efficiency Financing Entity (EEEE(CHEEF), is designedcreated to
increase the flow of private capital to energy efficiency projects. His-expected-

toLo accomplish this-by-previding, the CHEEF will manage flow of funds and
data, and provide a simple, streamlined structure through which energy

4]d. at 400 OP 21 (Rulemaking 09-11-014).

users, financial institutions, energy efficiency providers and IOUs can participate

in a standardized “open market” that facilitates EE financing in California.

The Decisionautherizes-astate-ageney;We request that the California

Alternative Energy & Alternative Transportation Financing Authority

(CAEATFA);+te assume the EEEECHEEF functions_and direct the [OUs and
Commission staff to assist CAEATFA with implementation. CAEATFA has

experience with managing potentially compatible residential and commercial

EE financing programs. Hewever CAEATEA needs-to-complete-pending-

rocurement pr n nefits from i iation with the financial

legislative and budgetary authority prier-te-agreecingto-assume-thesebefore
undertaking the CHEEF duties.
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the CHEEF and the pilots will be phased in; beginning in the third-guarter-

currently overlooked by the capital markets. None would permit shut off of

electric service as a result of non-payment of EE financing obligations. One
program adedresses-supportfor-direct-loanssupports lending to the single family
market sector, complemented by another program which allows the loan
payment to appear as an itemized charge on the electric bill. A third pilot
program targets a segment of the multifamily market: master-metered

multifamily buildings that house primarily low-_and moderate income

households.Fhe-multifamily- debtservice wouldalso-eecur-ontheutility bill-

The decisiecnWe also autherizesauthorize three non-residential EE

financing pilot programs, two for small businesses, and inclades-an-expansion-
efexpand on-bill utility collection of the monthly finance payments. The On-Bill

Repayment (OBR) feature wewldwill test the-hypothesis-thatwhether payment on

the utility bill willinereaseincreases debt service performance across market

sectors. No “credit enhancements” (i.e., ratepayer funds) are authorized to

support OBR financing for medium and large businesses. This decision requires
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f th lication thr h written consent (an her mechanism n rvi

isconnection for default on th lication

| rs, and program implementation plan. h mmission an li

The Commission’s development of effective energy efficiency financing

programs, particularly for underserved-segments of energy users_with little
access to such financing, advances overall state and Commission policies to
reduce energy consumption. Adoption of the pilot programs in this decision
is a bold step toward opening financing to more California energy customers

than ever before.

2. Background
The Commission initiated Rulemaking {R5-09-11-014 to examine the

Commission's Post-2008 EEenergy efficiency (EE) policies, programs, evaluation,
measurement, arnd-verification; and related issues. This was in part in response
to AB 758, which required the PUCPublic Utilities Commission (Commission)
through its proceedings to investigate the ability of utilities to provide energy-
etficieneyEE financing options to implement the comprehensive program called
for by AB 758:2758.5In the resulting decision, D. 12-05-015 (Guidance Decision),
the Commission gave guidance to the IOUs for their 2013-2014 EE programes,

- 6-
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including direction to expand EE financing by development of a portfolio of
options at a cost of some $200 million over the two- year period.*

The Commission required portfolio applications from Southern California
Edison Company, Pacific Gas and Electric Company, Southern California Gas
Company, and San Diego Gas & Electric Company (collectively “IOUs) and
invited proposals for regional energy networks (RENs) from local government
entities. In Applications (A.) 12-07-001 and A.12-07-004, the IOUs also proposed
three types of financing programs to be offered in 2013-14: continuation of
(possibly modified) on-bill financing, continuation of financing programs
previously funded by American Recovery & Reinvestment Act of 2009 (ARRA),

and new pilot programs to be developed by an expert statewide financing

5 AB 758, Chapter 470, Statutes of 2009.
°]d. at 2-3.

consultant hired by San Diego Gas & Electric Company and Southern California
Gas Company (SDG&E/SoCalGas).5? Harcourt, Brown & Carey (HBC) was hired

as the consultant.

FAB 758 -Chapter470,Statutes-of 2009:
Hld at2-3-

5_ 0
HBC’s proposals for new pilot programs were presented in a public

workshop on October 2, 2012, stakeholder comments were solicited, and a final
report (Report) was filed and served in this proceeding on October 19, 2012. By
subsequent ruling, the Administrative Law Judge (ALJ) requested supplemental
information and comments on HBC's financing proposals.*

In November 2012, the Commission adopted D.12-11-015 approving a

portfolio of energy efficiency programs and budgets to be implemented in 2013
- 7-
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and 2014 by Pacific Gas and Electric Company (PG&E), SDG&E, SoCalGas, and

Southern California Edison Company (SCE), (collectively, the IOUs), as well as
two RENSs: San Francisco Bay Area Regional Energy Network and Southern
California Regional Energy Network, and one community choice aggregator
(CCA): Marin Energy Authority (MEA).

The Commission reserved funding for the new financing pilots being
developed by HBC.” Due to the timing of HBC’s work, the Commission was not
able to evaluate the substance of those proposals in D.12-11-015. Thus, the

Commission deferred consideration of the pilot programs until after D.12-11-015

7Harcourt Brown & Carey.

8 AL] Ruling R in lemental Information an mments on E r nsultan
Financing Pilot Pr Is i vember 16, 2012

9D.12-11-015 at 64

was adopted, and delegated authority to the assigned Commissioner to finalize
the design and launch of the new financing pilot programs.®°

To facilitate review of the pilot program proposals, on November 16, 2012,
the AL]J issued a ruling requesting SDG&E/SoCalGas, and/or HBC to provide

certain supplemental information to be filed and served by November 30, 2012.

“BA2-H-0l5ated:

¢ibid: SDG&E/SoCalGas filed a timely response. Interested parties were invited to
tile and serve comments by December 14, 2012, and reply comments by no later
than December 21, 2012.

Opening Comments were jointly-filed-b¥ filed by SDG&E/SoCalGas and
by SCE, PG&E, Division of Ratepayer Advocates (DRA), CRHMFA Homebuyer’s

Fund (CHF), Metrus Energy, Inc. (Metrus), California Construction Industry
- 8-
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Labor Management Cooperation Trust (CCILMCT), Women’s Energy Matters

(WEM), National Association of Energy Service Companies (NAESCO),
Environmental Health Coalition (EHC), Renewable Funding LLC (Renewable
Funding), Natural Resources Defense Council (NRDC), Global Green USA
(Global Green), Local Government Sustainable Energy Coalition (LGSEC),
California Housing Partnership Corporation (CHCPC), Consumer Electronics
Association (CEA), and jointly by The Greenlining Institute, Green For All, and
The Utility Reform Network (collectively, Greenlining, et al). Reply Comments
were filed by SCE, PG&E, SDG&E/SoCalGas, DRA, EHC, Greenlining et al.,
Renewable Funding, and LGSEC.

After reviewing the comments, Commission staff asked HBC to clarify

certain features of HBC's recommendations relating to the movement and

10 Tbid

control of ratepayer funds. On June 12, 2013, the AL] issued a ruling which
attached several pages of power point slides provided by HBC in response to
these inquiries. Parties were invited to comment on HBC's clarification of its
contemplated flow of ratepayer funds and protections to ensure dedication of the
funds to the authorized uses. The additional information and comments thereon
have been considered by the Commission. Upon review of the record and in
consideration of the complex, innovative framework envisioned by the proposals
and the parties, the assighed Commissioner chose to bring the launch of the EE
Financing pilot programs before the full Commission in the form of this decision.

After the Proposed Decision was issued, substantive discussions were held

mong vari holders an ificall ween | n liforni

Alternative Ener A N Transportation Financing Authori
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he CHEEF functions. A velopment w r Implementation Plan

forth in Join mments on the Pr ision (P | n

3. Energy Efficiency Financing Pilot Programs
3.1. Overview
In D.12-11-051, the Commission authorized $75.2 million for new EE

Financing pilot programs to be implemented in 2013-2014 (pilot period),
including up-te-$20-millienfunds for marketing the pilots. Weln that
decision, we also authorized-additional funds for pilots to be carried out by
MEA, BayREN and SoCal REN, three of which are considered in-this-€eeision:*

usersparticarlyunderserved-segments-ofenergyusershere. 1!
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To advance these goals, HBC led the project team which examined EE

finance around the country and organized input from hundreds of experts and

stakeholders.*1% The resulting HBC Report (Report) recommended a number of

pilot programs for residential and non-residential customers to be coordinated

through a central entity, identified as the “Hub.”+#The Commission-autheorizes

11

12

13 “Recommendations For Energv Efficiency Pilot Programs” (R rt) fil n
October 19, 2012 by SDG&E/SoCalGas at 1.

14 Reportat17-1

The others are n nsidered her

The decision authorizes development of these pilot programs to test EE

capital incentives in both residential and non-residential markets. We agree with

HBC and other parties that a centralized entity is essential to development of

programs suitably attractive to private capital, in addition to

HReportat17-18. providing financial controls and program administration. In this
decision, the “Hub” is identified as the California Hub for Energy Efficiency
Financing Entity(EEEE(CHEEF). The EEEECHEEF has core centralized functions
related to program development, implementation, and reporting.

- 11 -
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As initially conceiv HB veral f organizations with
i T 1d man h functions of the CHEEF during th
pilot period, including IOUs and non-profit groups. However, HBC found that
n lifornia Alternative Ener Advan AEATFA rt of
h Tr rer’s Offi T
functions.’> CAEATFA has the requisi r hori ivision 1

] 1 ibed in this decisi 1] 1 i1l 1 16
rience managing the AB 1x 14 energv loan |

17an r nize the mor nsive financial rti fi

parent STO and related California Pollution Control Financing Authority that
administers small business finance programs.

A cornerstone of the recommended pilot programs is a “credit
enhancement” strategy (e.g., loan loss reserve) for residential and non-residential
markets in which ratepayer funds are leveraged to achieve more deal flow,
primarily through reduced interest rates, during the pilot period. A second
critical element is the introduction of a repayment feature on a customer’s utility
bill for non-utility EE financing. Significantly, no residential service
disconnection is authorized for non-payment of EE loans. ThirebA third feature is

a data base efthat includes project performance and loan repayment history to
inform what hopefully will become a-new “asset-elass”“underwriting criteria for

the financial industry-{eleseribed-below).
- 12-
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The EEEE]OUs will work closely with the 10UJsCHEEF to ensure they

cooperatively and economically develop information technology (IT)
infrastructure compatible with the eashfund flow and information management
requirements of the programs. We generally agree with parties who advised that
substantial investments in IT infrastructure be phased to parallel program
growth. On the other hand, it is critical that the EEEECHEEF early on_begin to
build the data set needed to demonstrate the value of EE improvements,

repayment performance, and any

17AB1x14 f 2011) requir AEAFTA minister lean Ener

I Proeram usin million from the Renewable R rce Trust Fun
This legislation allows CAEATFA rovide financial assistance in the form of loan 1
reserv r other credit enhancemen rov he Boar

alternative security aspects which could reduce the need for ratepayer-funded

credit enhancements (CE) the future.

hi ision and the agreement, CAEATFA will design 1 m
terms and conditions for financial products offered through the pilot programs;

coordinate and track the deal flow between qualified financial institutions (FI),

I0OUs, and customers, proteet-the-integrityensure fiduciary protection of

ratepayer funds held as €ECEs, provide transparency, and ensuremonitor

program compliance by the Fls,qualified-eentractors; and the IOUs.
The EEEE will iateW .. hat CAEATEA CHEEF, will
- 13-
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enact program regulations which include Lender Service Agreements (LSA)

ntif ions for lified FIs. Th As will mechanism
to establish minimum qualifications, set standards for financial products, ensure

FIs conform with the terms of the pilot program in which they are participating_
(including data collection and privacy requirements), and for any additional
requirements related to the use of CEs. FhreughThe HBC model envisions a
Master Servicer agent;under contract with the EEFE-willCHEEF, manage the
flow of ratepayer funds and data between the IOUs, EEEECHEEF, and the Fls,

as needed.

To protect the integrity of ratepayer funds allocated to CEs, the EEEFE-

wilCAEATFA is already authorized to initiate trust accounts (CEHelding-
onal bank to-holdat ban! ] iate fi ial
e For the fi . i C AEATFA will hold and

manage CE funds received from the IOUs-and-allecated-to-approved-financing;:-

reguired. As described in more detail in Sections 3-23.3 and 6, the EEFE-andwe_
intend that the CHEEF, with the assistance of the IOUs-shali, will closely monitor
all fund transfers to ensure ratepayerfunds-are-only-disbursed-into-the CEpool

nformi ith i nd program rul

Nearly all parties supported the idea of new statewide EE financing pilot
programs, although several expressed concerns about or sought changes to
particular program aspects. For example, Greenlining et al. stated general
support of “the concept of a centralized and open market platform that
standardizes and coordinates application processing, underwriting, funding,

repayment, credit enhancements, and other core functions—— critical to

- 14 -
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leveraging sufficient capital to realize scale.”*?!8 On the other hand, NAESCO

disputed the value of trying to use financing to drive penetration into certain
segments of the EE market and claimed it diverts ratepayer funds from proven
approaches.**1 The IOUs generally supported the expansion of EE financing
pilot programs tempered by concerns about debt collection activities and
sufficient funding for IT. For example, SDG&E/SoCalGas raised questions
whether on-bill repayment (OBR) of private debt would subject them to
additional legal or regulatory risks and duties. The IOUs also commented that
time and cost estimates for the IT upgrades are very tentative until the
programs are authorized, specific design parameters and business requirements
are resolved, and implementation begins.

In this decision, the Commission finds thesethe issues raised are
resolvable under the adopted design and should not serve as obstacles to

testing the important premises of the pilot programs.

18 Greenlining Comments at 2.
19 NAESCO Response at 3

Commission oversight will be critical to protecting the integrity of

ratepayer funds allocated to support EE financing programs. Adtheugh-we-will-
delegate-programProgram development, LSA negetiationsprovisions, cash
management, and data flow respensibilitieste-the EEEE ~we-setprotocols

adopted by CAEATFA will be consistent with clear guidelines in the decision-fex-
exeeution-of thesetasks. In addition, we establish standard and special program

reporting requirements to ensure that the Commission maintains an accurate

understanding of the EE financing implementation and EEEECHEEF operations.

- 15-
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programs: The Commission finds the public’s interest te-obtainin
obtaining a successful outcome of the pilots, is best served by eurrequest
that CAEATFA /STO take-on-therole-of the EEFE-CAEATEA-mavuse-

Statutery-and-budgetTherefore, we request that CAEATFA seek authority
for CAEATEA-to assume the EEEE role-isthese
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functions and direct IOUs and Commission and-CAEATEA swill formalize the-

HEEE. Therefore, if CAEATFA cann rform the CHEEF rol nuarv 1

Issues related to qualification and oversight of Fls, contractors, and IOUs,
standardization of financial products, data collection, quality assurance, and

timeline, as well as specific program elements are discussed below.

3.2. CAEATFA and the Implementation Plan
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DG&E 1Gas, working closely with HBC, CAEATFA, other

nd th mmission’s Ener ivision staff | h le th i

formalize the relationship, and identifv th ions of h n

20 Ch r 2 (commencin ith ion 102 f Part 2 of Division 2 of the Publi

Contracts Code, and Chapter 3.5 (commencing with Section 11340) of Part 1 of Division

f Title 2 of th rnmen r ivel
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ision in mber 2013 with certain program f res, n 1

AEATFA’ r Is,and n nti rogram ien chan ri ith

phase by December 2013 (EFLIC and MMMF)
* On-Bill R ment tariff fil nuary 2014

Trust Accounts are established in February 2014
« Credit Enl unctionality | v in Fel

2014

o T il ingle Familv and off-bill Non-residential r
operational by March 2014

M Servicer begi ) in April 2014

h re di rogram bel
301 E tited Roll-out of S Pilot
Pil rograms that r ire large-scale on-bill r ment functionali ill

- 19-
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multifamilv pilot in late 2013 and billing for the first loan fun 1 r

rl mber 2013, The line-item charge r ires mor lopmen

h il he full program in Spring 2014 r ils are provi in th

Th mmission also finds it r nable and n r horize th.
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I ntract with CAEATFA ifv the flow of EE financing pilot fun

11 h the implementation of the pil ith credit enhancemen n

accept deposit of funds for CEs.
3.2.2 Extension of Pilot Period through 2015

We anticipate that the Commission will undertake an evaluation of these

- 21 -
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rograms, including whether to modif n r defund them, in conjunction

ith the n mmission pr in nsider rograms an for

2016 and beyond.

3.3. 3.2 Credit Enhancements

1" . 14

Guidance Decision, we directed that the new EE Financing proposals should

include €Es

%Repe&a%%%%%!g@fpr both residential and small business
non-residential markets, and iclude expansion of on-bill repayment for all
non-residential customers.*2L

The term CE covers a range of mechanisms that set aside ratepayer or
Neazrly-altiother fun rtr ment of EE financin

Generally enthusiastic non-utility parties expressed varying degrees of

support for specific CEs proposed. Ia-their ResponsesDuring the course of

- 22



A.12-07-001 et al. ALJ/MD2/jv1 PROPOSED DECISION (Rev. 23)
the proceedings, the IOUs modified their prior policy opposition to the

limited use of ratepayer funds, to support CEs in EE pilot programs.

There was broad agreement among parties that the Cemmissiondecision
should not specify exact terms for financial products in order for FIs to access CE
funds. “As long as Fls adhere to general credit enhancement terms defined under
the pilots, specifics should be limited in nature.”**23 Instead, parties (e.g., PG&E,
Global Green, BRA;and CHF) agreed that the EEEECHEEF should have
flexibility within Commission guidelines, to avoid enereusfixed restrictions that

could limit new products and deal flow.*¥Nenetheless,we-think-certainfeatures;

submitted for Commission review.?s The Commission finds it reasonable to
utilizeauthorize use of limited ratepayer funds for eredit-enhancements-

negotiated-by-the EEEECESs for approved pilot programs during the extended
pilot period, except for OBR for medium and large businesses. The record
supports the value of CEs in order to test their effectiveness in stimulating
broader access to EE financing—+these-eredit-enhancements-will bereviewed-by-

#-D312-05-035-a+ 202331372 Report at 17, 34,
723 Renewable Funding Response at 4.

24 LGSEC Comments at 5-6; Joint IOUs Response at 6.

25 1 -

nd incentivize FI ndardize and streamline pr nd pr Is for
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heir interactions with mers and EE servi rovider

We acknowledge DRA’s concern about ensuring adequate oversight of the

h rul ith the relevant PIP on our Ener fficien

- 24 -
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r ware Application websi

Therefore, th mmission finds that its in nd revi f the PIP.

nroll lender ring the pil ri minimum lifications for

In order to foster competition and to ensure support of successful

financing tools, we alsefind reasonable and adopt HBC’s recommendation

for a

26 !nggli at iﬂ

single credit enhancement pool for each pilot program made available to all pre-

qualified FIs to draw down from on a first-come-first-served-basis{CEPeol-
Aeceounty* The EEFE shall served basis.
To manage the flow of CE funds from IOUs, we agree with HBC that trust
- 25-
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accounts should be used. CAEATFA can open one or more trust accounts-ata-

ﬁ&ﬁGﬂ&l—bﬂﬁl@t@—S@W@%&S—&ﬁ—I@g—He}dmgﬂAreeeﬂ-ﬂt,—”é for the benefit of

ratepayers, to xae

finaneing—The EEFE-andserve as an JOU “"Holding Account.” The IOUs shall_
work with CAEATFA to develop a mutually acceptable schedule for periodic

transfer of CE funds from the IOUs to the Holding Account in anticipation of

estimated appreved-financing. Ratepaye&‘—ﬁ&ndsal—leea%ed—te—@Es—m_It_lml&o_
A nt), for the benefit of th

ing FI recej E funds transferred from the Holding Account wil-

We find that the use of trust accounts-ereated-undertheauthority-of-the-
EEEE, subject to the bank’s exercise of a Trustee’s fiduciary duty, preteets-the-

fundsoffers protections from inappropriate withdrawal or misapplication._
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require th h fun ransferr he Holding A nt in the even

roj hat h n partially fun hr h dr nsisn mpl

5 Cl O CIro O O DA =Ty
J

addedquate No € 10 PDd DATING AN N cINaining 1N the rolding

Account at such time shall be returned to the utilityforthe benefit-efappropriate
10U for credit back to ratepayers.

Nothing in this decision prohibits CAEATFA’s/STO’s existing credit

enhancements from being harmonized with the CEs implemented by the pilot

programs. Il 1 . . 1 . 1 o . 1. . 1 E 1 .l 1 1 ;E .E
. . !
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The Commission-autherizes-the-use-of CEs-aspartof the plot programs-

CEs: Loan Loss Reserve (LLR) and Debt Service Reserve Fund (DSRF). In

addition, the- EEFE-Managerconsistent with adopted program rules, the CHEEF
is given flexibility to structure CEs differently among pilet-participantsFls with

3.3.1. 321-lLoan Loss Reserve

AAnN LLR sets aside a certain amount of money (reserves) to cover

potential losses in case of no-repayment2‘customer default.” For example, a 10%
LLR on a $10 million loan portfolio would eever-up-to-$1-million-of a-capital-

percentage of the loss —typically between 70% and 90% — with the lender at

risk for the remainder, as well as aggregate losses in excess of an FI's pool limit.

I r fun I risk until

for CEs will be broadly set by the C ission in this decisi
subsequently approved PIP.

2PA2-05-015atH19 162
The Commission has previously recognized LLRs as a useful mechanism to

- 28 -
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support EE financing programs. In the Guidance Decision, we stated that an LLR
appears to “stretch scarce ratepayer funding effectively.”2#28In D. 12-11-015, we
also approved funding for REN EE financing pilot programs which include LLR
features. In this decision, the LLR mechanism is the preferred choice for the
Single Family-Direet Loan pitetProgram and the Small Business OBR with CE
pilot. It is modeled after, and applies lessons from, the ARRA energy efficiency
programs.2>The LER2In HBC's model, which we expect to inform CAEATFA's
rulemaking, LLR

funds will be set aside in the CE PeelOperating Account, allocated in sub-
accounts for each FI's pool of transactions, and managed by a trusteeforthe-

EEEETrustee. A participating FI may draw on its allocated funds when leans—ge-

2710.12-05-015 at 119, fn 162,
228 ]d. at 119.

221.12-11-015 at 31.

CAEATEA intend | | blish f {fic CF

ien, consistent with the PIP an ision, an ith in from FIs,30 i

1 han 100% ncour FI man ri in lendin
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A EA,ifan FIi ful in loss recovery efforts after

in Rdr ns, CAEATFA’s rules shoul ress h h R shoul

30 1 1 - -

31 MEA Opening Comments on PD at 2.

Based on the record, it is reasonable to infer the following example of how

an LLR deal would workwm

Example of LLR fund flow:

e FI notifies customer and EEFECHEEF of approved
eanfinancing application

o EEFErequests1OU-to-maketransferto—and/oralocation-of, CHEEF verifies
sufficient CE funds_available in IOU’s Holding Account-te-the-transaction

o EEFEeenﬁmsQEaHeeaﬂen%Hﬂu_aoMes_CHEEﬂhauaan_ﬁmndﬂd

beFFewe#EEFEQI:LEEE dlrects transfer of the CE funds Imm_
-30-
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Holding Account to the CE PeelQperating Account managed by

Trustee
CHEEF confirms CE allocation to Fl
Trustee manages and tracks sub-accounts for each FI’s pool of CEs from
completed transactions.
F1 sends monthly bill to customer who pays total due
If default, FI provides documentation and requests LLR disbursement for
agreedauthorized percentage of leanfinancing balance
e |f LLR funds are subsequently repaid by borrower then FI
refunds any collections-te-LLR-balanee, net of collection fees
: .
ww ldi
3.3.2. 322 Debt Service Reserve Fund
The DSRF mechanism, similar to HBC’s proposed Debt Service Coverage

Reserve,?32is applicable to the On-Bill Repayment (OBR) pilot programs for
small business borrowers, and is preferred for the Master-Metered Multifamily
Atferdable Housingaffordable housing program. It is modeled after a mature
CE, but differs from the debt service coverage reserve proposed in the Report
because the availability of CE funds is not linked to estimated energy savings.
The DSREF, as authorized here, is solely to cover non-payment of monthly

principal-and-interestpaymentsfinancing charges. Similar to an LLR, the DSRF is
designed to keep ratepayer funds under the control of a CPUC--designated-

The IOUs will transfer funds to the CE Holding Account, subject to
agreement with the EEFECAFATFA, until the EEFECAFATFA authorizes
transfer of an identified amount to fund the DSRF Operating Account for a

- 31-
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particular executed financing deal. The EEEEPursuant to the adopted program.

rules, CAEATFA provides for the-transfer-efan FI to drawdown the DSRF funds-
to-the CEPoolQperating Account-fer-alenderorinvestorto-draw-on when a

customer’s monthly principal-andinterest payments{i-e;-debt servicej_payments

are less than the full amount owed.

Based on the record, it is reasonable to infer the following example of how

a DSRF deal would work.

Example of DSRF fund flow:

e Fl notifies customer and EEFE-6fCHEEF it has funded the loan-apptoval-and-
. :
o EEFE+equestsCHEFF directs transfer te-and/oralocation-ofof
funds in CE Holding Account to DSRF Operating Account for the
approved transaction
EEFECHEEF confirms ©Esuch transfer to Fl

5. . letion_cl : ! notifi
EEFE providesfortransfer of CE funds-into-CE-Pool-Accountfor DERF
Customer makes principal-and-interestfinancing payments through QBR
If customer fails to make-afull-principal-and-interest
payment;pay all financing charges, then payment is allocated
between the utihityenergy bill and leanfinancing charges per

the Utility’s current approved practice
e Fl notifies EEFECHEEF of delinquency and makes a DSRF request
e EEFECHEEEF directs release of DSRF funds to FI per DSRF agreement; monthly
DSRF draws can continue until agreed percentage of teandebt servi¢e coverage

value is reached, or it turns into a default (default definition to be subject to FI
nnrnnmnnﬂ

e ® ¢ o
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3-3-3.4. Eligible EE Measures

There is significant disagreement about whether and how to limit EE
financing pilot programs to funding in support of qualified EE projects,
identified here as Eligible EE Measures (EEEM). EEEMs are measures that have
been approved by the Commission for a Utility’s EE rebate and incentive
program, although the customer need not get an incentive or rebate to qualify
for the loan. Each utility is directed to make a list of EEEMs publicly available,
including on the utility’s website.

In the Guidance Decision, we said, “financing offerings need not be limited
to energy efficiency, and can support all types of demand-side investment.”?+33
We clarified this statement in D.12-11-015, when we stated, “To be clear, this
statement was intended to apply to OBR or other types of pilot activity where the
funding for the loans themselves come from sources other than ratepayers. For
other types of financing, such as OBF, credit enhancements, etc., where
[ratepayer] energy efficiency funds are being utilized, they should be used for
energy efficiency projects only at this time, unless a budget contribution can be
shared from other sources—."253 SCE too strictly reads the language from
D.12-11-015 as prohibiting any use of CEs to support third party financing for
projects that include a small amount for non-EE measures. Most parties
commented positively on the significance of customers adding EE financing to

existing improvement plans

- 33-
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33

34 1bid

linked to personal or business necessities. HBC proposed that no more than 20%
of total financing be for non-EE measures during the pilot period.

Several parties (e.g., CHPC,

+PA2-H-015at65:

=ibid: PG&E, Global Green, LGSEC, EHC) agreed to a defined level of _
inclusion of non- EE measures in the total loan bécause customers are more likely
to include EE financing as part of overall improvement projects. Many relate
improvements may support EE or be necessary to maximize the benetits of EE
improvements (e.g., asbestos removal, concrete boiler pads). e
some parties (e.o., EDF, CHPC, CHP, and Solar Citv) sought a broad definition of

EEMSs to include water conservation, solar, or Distfibuted Generation (DG) and

We find that customers may be more likely to add EE projects while
undertaking other improvement activities. Therefore, for purposes of the pilot
period, the Commission finds it reasonable and adopts a requirement that
authorized EE pilot program financing qualifying for CEs must apply a
minimum of 70% of the funding to Eligible EE Measures (EEEMs). Therefore,

financing eligible for CEs may include funds for non-EEEMs totaling less-

thanup to 30% of the loan total.
The 70% /30% ratio of EE measures and non-EE measures also applies to

financin hich notrelvonr r-fun BR for medium

4. Pilot Programs — Residential
The primary goals of the Single Family pilot programs are to (i) increase

participants; (ii) provide a reliable, one-stop mechanism which provides

attractive rates and terms for consumers;; and_(iii) a relatively quick
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turn-around for payments to contractors. We authorize a direet-loan program
with an LLR, and development of a complementary sub-pilot to provide

repayment on the utility bill--without shut—effservice disconnection.

The total amount of ratepa}lfer funding HBC recommended to implement
Residential EE financing pilot programs is $28.9 million, of which $26.0 million
was to be allocated to programs targeting single tamily EE improvements. )
However, in this decision'we do not adopt two of the pilots proposed by HBC (i.e.,
Warehouse for EE Loans or “WHEEL"” and a pilot targeted to middle income
residents.) The remaining $2.9 million was proposed by HBC to be allocated to the

adopted multifamily residential program.
The Commission finds it reasonable to approve the total HBC-

recommended amounts for the residential pilot programs that are authorized

herein;asset-forth-below. At this stage, the public interest is best served by

expedient and broad implementation of the authorized programs during the

4.1. Single Family Bireet-Loan Program

California has approximately eight million single-family residences who

are potential participants in an EE financing pilot.?*3> HBC’s proposed a direct.

loan
3% Report at 27.

pilot-the Single Eamily Direet boanProgram{(SEDEP) s open to all ratepayers
occupying single family residences. The-program-wouldleverage-existing-
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lopmen n nd familv size,3”

In order to encourage Fls to reach out to low and moderate income
hom ner roximatelv one-third of th horiz R fun houl

ign hi hi 1
The program_is scheduled for Fast Track and appears to be relatively easy
to initiate. Onecealoanistunded thelOUtranstersratepayer fundsforthe LR
tod inthe Londer Service LSAAL loan is funded
AEATFA’s rul ill provide for the transfer of CE fun he EI’ R
Operating Account, pursuant to the terms of the [SA. The EEFECAEATFA
maintains the integrity of the CE funds through a-trust aceeuntaccounts, as
described in Section 6:3.36.

% Greenlining Opening C PD at 3
37 http://www.hcd.ca.gov/hpd/hrc/rep/state/incNote.html

improvements, other gt_z;g;; ves of the SFLP are to make it easy for Fisdirect
and indirect lenders to participate in a test ef-directloans-to optimize loan

terms and te-build deal volume for data eollection-and-expand EE-
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mmprovementscollections. It does not require utility collection of debt service

on the utility bill.
All of the parties who commented on the SEBEPSELP pilot supported it.
However, the support by Greenlining, et al. was linked to the HBC proposal of a

form of repayment on the utility bill, discussed below. Greenlining views the

2%Reportat27. repayment feature as providing great value in itself which can drive
the market for deeper retrofits, particularly among moderate income and credit
fhallen%ed og,ula ions.?”38 A pr1nc1§al benefit of Eﬁ1 e SEDEPSELP is thatit . |
everages an existing network o 1nancing %m
California, and moves the efficieneyprogramEE finance infrastructure towards
increased standardization through program requirements. We anticipate that
customers will seek out their own financing from a variety ot California Fls, and
that EE contractors will become leaders in providing their customers with =
streamlined eferrals-te-Els. Success will depend on bu11dm% an active
network of participating Fls and encouraging alliances between theselenders and
the contractors that typically close EE salés transactions.

The Commission finds that the SEBEPSFELP pilot program_with LLR will
advance the Commission’s goals of leveraging private capital with ratepayer
funds to expand access to EE financing in the Single Family residential sector.

TheBecause

38 Greenlining et al. Comments at 2.

Therefore, the Commission finds it reasonable to authorize the

SEDLPSFLP, including the funding of an LLR to impreveresidential-customer-
local and recional £ ] 1 i onl 1 id

- 37-
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han a 20% CE, and no more than 90% lender loss recovery per eligible |
value. Up to $25 million in utility ratepayer capital shall be available for the LLR
associated with the SEDEPSFLP.

4.2. Energy Financing Line-ltem Charge (EFLIC)

There is currently no state law authorizing on-bill repayment for
residential customers. However, HBC concluded the convenience of customer

repayment could drive residential demand for energy improvements, improve

yG—Feeﬂ-l-i—Hi-‘é?—et—a‘l—@em{Heﬂ-ts—a-t—Z” epayment, and reduce FI serv1c1ng costs 2839 HBC
recommended a sub tpllot called “Liné Item Billing-(-1B)” whereb }}( collection of
principal and interest payments on customer loans occurs through utility bills.

The primary purpose of this sub-pilot is to test the attractiveness of on-bill

repayment and its impact on residential loan performance. In this decision,

theIB_sub-pilot is identified as the Energy Financing Line-Item Charge (EFLIC).
The EFLIC sub-piHotprograminveolvesecollecting the prineipaland-

non-residential OBR in significant ways. The primary differences are that it

does not result in utility disconnection for failure

39 Rgpgri at ié

to pay the debt charges, nor does it involve an allocation of partial customer
payments between utility energy bills and energy improvement finance charges.
The loan obligation does not transfer with-the-meterto subsequent owners or
occupants.

In addition to substantial IT investment, the IOUs initially expressed
concerns that collection of financing payments from consumers subjeetscould
subject the IOUs to_additional regulation as financial institutions in California.-
Thew.al bt it will load usion, despite d :

- 38-



A12-07-001 et al. AL]/MD2/jv1 PROPOSED DECISION (Rev. 23)

delayedto-allow the 1OUs toreselvelegaland businessrisks:2? HBC and other
parties who support the EFLIC pilot recognized the IOUs’ concerns. For

example, HBC and Greenlining recommended further clarification from
regulatory authorities as to whether the IOUs would be classified as consumer

lenders. 40

#Reportat36:

29-

On the other hand! PG&E proposes that it be allowed to implement this
-pil ith th isting CHF program and “utilize CAEATFA, an her

ith NRDC’s recommendation that the pil implemen in a defined

geographic area so that marketing can be targeted and initial IT costs

ntained.4!

We think the EFLIC sub-pilot program has some appealing advantages in

counterweight to the concerns raised. Such a pilot could yield useful data on
residential utility payment as alternative underwriting criteria. Moreover, we

are not persuaded that providing a conduit for loan repayment exposes the

IOUs to consumer lender regulation. In-an-attempttoresolve-thismatterthe-
Commissionrecentlyurged-theThe Department of Financial Institutions (DFI)-
toapprove
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20 Greenlining et al. Comments at 9.

4 NRDC Comments at 6.

recently approved Requests for Exemption from the Money Transmission Act

from each of the IOUs .3 This-sub-pilotmaybe-phased-inatter DElacts-on-the-
10Us™exemptionrequests?2 Although some program rul

n r r llection r nsibiliti he FI shoul i ri

The Commission finds the EFLIC sub-pilot program could impreve-
participationin-the SEDER he convenience of r ment through the utili

bill and advance the Commission’s goals of leveraging private capital with

ratepayer funds to expand access to EE financing in the Single Family residential

sector. Theutilityelaim-that EFHCwould-be-contusing is unpersuasive-On-bill-

nd moderate income homeowner ility and party concerns about the initial

utility investment in information technology (IT) to implement EFLIC are

Therefore, th mmission finds it r nabl horize the EFLI -
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r Servicer is online, the program shall ransferr AEATFA an
IT rs will h hr h the SFLP. CHF an her lender

#42 March 27, 2013 letter to California Department of Financial Institutions, attached as
Appendix B.

4 Greenlining Reply Comments on PD at 3.

billprogram rules. We authorize up to $1 million for PG&E to test EFLIC-
preferablyat PG&E, due to the utility’s interest and limited authorized funds.
The EFLIC program, in both hall incl mponent for

Based on the record, it is reasonable to infer the following example of how

an EFLIC deal would work.

EFLIC Sample Fund Flow:

e [l makesfunds loan to Customer and notifies EEFECHEEF

e Customer pays Utility the Principal & Interest (P&I), plus energy
charges

e |f partial payment is made, payment applied to energy charges
first, any remainder applied to loan P&I payment

e Utility sends P&I through EEFECHEEF to FI (whether whole or part)

e During pilot period, FI recourse for partial or non-payment is LLR from underlying
SEDLPSELP loan

4.3. Master-Metered Multifamily With On-Bill Repayment

Energy efficiency financing in multifamily rental properties poses special
- 41 -
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challenges due to complex ownership structures and different incentives
between landlords and tenants. In the Guidance Decision, we said that
“multifamily buildings that house primarily low-moderate income households

may provide a unique test bed for multiple aspects of an [on bill repayment]

2 NRDC Commentsat6: financing program,” recognizing that virtual net metering
for solar photovoltaic systems was pioneered in Iow-incCome multifami
bgilltc:imgs.%‘l:‘l In this dec¢ision, we authorize a modified version of HBC's proposed
pilo

program that targets substantially master-metered multifamily housing and

#1D.12-05-01 12

offers owners repayment on the master utility bill without the risk of service
disconnection.

There is not clear legislative authority to implement residential OBR
outside of master-metered low/moderate income properties. Specifically, we
refer to properties with deed restrictions that require the owner to keep rents
affordable with income qualifying households occupying at least 50% of units,
and the owner pays utility bills and charges tenants for energy through their
rent. Restricting the pilot to this type of property provides an additional benefit
in that the risk of rising utility bills falls on the owners, thus motivating owners
to stabilize or reduce energy costs.3445

HBC recommended a Master-Metered Multifamily Financing Program
with repayment on the customer’s utility bill (MMMEFP) as a possible strategic
pathway to eventually offering on-bill repayment (OBR) to the entire multifamily
market.?>4 HBC’s proposed repayment feature deesneotinclude disconnectionas-
aresultofnon-payment-otthe finaneme s supported by a “Bill Net

Neutrality” requirement, cushioned by a CE mechanism that covers monthly
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shortfalls.3¢47 It does not include disconnection as a result of non-payment of the

financing.

#PA2-05-015-at126:
Fibid:
 Reportat42:
3-1d—at49-50-
By“Bill Net Neutrality;”we-understand HBCto-mean” means energy

savings will be sufficient to cover the cost of debt service on an annual basis. -
erderThe effect is to provide Fls and customers a cash flow-based mechanism for
financing projects, HBCpropeosed-arequirement-of Bill Net Neutrality—
Hewever;,, HBC acknowledged that a standardized measurement methodology

would have to be

45 lbld
46 IBQQQL; at ﬂ Z

47 -

developed and understood by contractors and the IOUs, combined with clear

disclosure to customers and Fls.3*As-aresult-ofusingforecasted-energy-

savings-as-a-basis-to-ineur-debt8 HBC proposed a CE for this pilot that-
addressesto address potential cash shortfalls effrom actual energy savings.

The Debt Service Coverage Reserve (DSCR), as conceived by HBC, would

provide ratepayer funds of up to 10% of the loan value to cover the monthly
under collections by FIs.-As-with-etherproposed-pilotsthe EEEEcould-

The primary goals of the MMMFP are to test the value of OBR in the
- 43 -
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affordable master-metered MF segment, improve delivery of services across
I10Us, building auditors, contractors, and lenders, and to gather performance
data in a multifamily setting.3$49

Most parties agreed with HBC that the proposed pilot focuses on a limited
market with economically motivated owners, and addresses a significant barrier
to EE improvements in this category of building owners. HBC's analysis of the

rget market resulted in a recommendation I h ivalent of 2
ith an r f2 ni h (i nits). On the other hand,

some parties (e.g., LGSEC, Global Green, EHC) contend that the pilot is too

ld.at 49,

¥1d—at46. narrow and should be expanded to other multifamily properties.
We agree that a pilot focused on this particular property type has distinct

advantages. nethel HP, who will be implementing this pil re-

48 Id. at 49
491d. at 46

50 CHPC Opening Comments on PD at 3.

funding to BayREN, elsewhere in this decision, for a complementary multifamily
financing program targeting market rate housing.

Heweverthelhe parties are divided about the value of Net Bill
Neutrality for multifamily properties. CHPC strongly supports it based on its
own experience with on-bill features. Renewable Funding and LGSEC strongly
oppose bill neutrality for residential properties due, in part, to the variables of

residential consumption. DRA opposes bill neutrality for multifamily properties
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as against Commission direction, and views HBC’s proposed CE, the Debt
Service Coverage reserve, as a functional neutrality guarantee.

We acknowledge that bill neutrality could be an important incentive for
this sector, but find that residential energy usage is subject to many variables
other than EE improvements. Furthermore, development of measurement
methodology, performance data, and access to water usage information are
among the obstacles to achieving reasonably accurate savings estimates during
the pilot period. Therefore, we do not require bill neutrality for this pilot. (This
leaves the owner free to size the project and loan to meet their own objectives
and cash flow.) The OBR feature for this pilot also divides the parties. For
example, Greenlining supports OBR in the multifamily pilot because testing
OBR without disconnection will allow the Commission and stakeholders to
begin to understand the value proposition of OBR without placing the energy
security of low-income tenants at risk.?*>1 The IOUs question the Commission’s

authority to order an OBR feature, and raise questions about the transferability

of the

21 Greenlining et al. Comments at 11.

obligation to new owners. DRA opposes the combination of the CE and the OBR
in the multifamily pilot because it will be difficult to assess the value of each
feature.

TFhere-isThe record supports significant value in testing OBR without
shut-off in

the difficult multifamily building environment. The Guidance Decision and
D.12-11-015 both anticipated OBR as an element of the EE Financing pilots.4%2
The lack of statutory authority for residential service disconnection for debt

service; is not a barrier to authorizing a multifamily pilot without disconnection.

- 45 -
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Because ownership change for these properties is uncommon and the OBR has no
shut- off provision, the IOUs concerns about transferability are overstated.
Nonetheless, transferability for OBR is addressed in detail in Section 5.2, which
addresses OBR in non-residential pilot programs.

The Commission finds it reasonable to implement an MMMEFP that

includes OBR without shut-off for non-payment of financing charges, for
substantially master-metered affordable multifamily buildingsproperties.

However, based on comments received, we make certain changes to the pilot
from HBC’s proposal: (1) the OBR feature will be by agreement, supported by
tariff; (2) Net Bill Neutrality can be an objective, not a requirement; and (3) the
use of a DSRF
as the primary CE.

To the extent the customer is eligible for other rebates and incentives, the

Utility shall apply them, but CEs will apply only to the financing net of such

P12 05015 a+19: D12-11-015 2t 65- rebates and incentives. We anticipate that the
DSRF as described in Section 3.2 will be the most effective CE for this pilot.

52]0.12-05-015 at 19; D.12-11-015 at 65.

immedi mand from owners of | income multifamilv rental housin
- 46 -
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HPC al it h red foundation r r ver their own credi

nhancements an i for a limi ri f time for fi

54

improve understanding of building science and review contractor performance.

Ratepayer funds may also support limited on-going technical assistance to the
building manager post-retrofit as a key to maximizing EE savings-+therefore_

based on the foregoing, it is reasonable for the Commission to authorize a total of
- 47 -
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$2.9 million in ratepayer funds to implement the MMMFP and provide limited

support for post-project technical assistance.
Based on the record, it is reasonable to infer the following example of how

an MMMFP deal would work.

MMMFP with OBR Sample Fund Flow:

i lified
FI notifies EEFECHEEF that loan elesedfunded, requests CE

EEFECHEEF notifies Utility of loan/OBR and requests CE
EEFE accepts-CE-and-transfers-to-CE-pool-accountCHEEF directs transfer of CE
to CE Operating Aaccount
Owner makes payments to Utility
Utility pays FI through EEFECHEEF
e If partial payment, applied to energy charges first; FI can draw on DSRF
month-by-month
«—Ftcanpursuecottection-from-Owner-for DSRFdrawdowns;reimbursements are

returned to DSRF

e o o ¢

5. Pilot Programs — Non-Residential

In order to address the challenges of making EE financing available and
viable to small, medium, and large businesses that occupy commercial buildings,
HBC proposed several financial products and structures. These include an OBR
feature for small, medium and large commercial customers and a credit
enhancement strategy for the small business market. HBC views OBR as a
complement to current utility On-Bill Financing programs.*% The primary
purpesegoal of the Non-Residential pilot programs is to build the deal flow
necessary to test the value of OBR as a bridge to overcome traditional lending
barriers in these markets. HBC recommended CEs be offered in connection with
OBR because the value of OBR to investors, customers, and contractors is
unproven.

The total HBC-proposed budget for non-residential pilot programs is $21
million: $14 million for Small Business OBR pilots with CEs-and-OBR-payment,
and up to $7 million for medium/large non-residential OBR repaid-

tinaneingpilots with CEs.#25” We do not authorize CEs for medium and large
- 48 -
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businesses in this decision, and reallocate authorized CE funds accordingly, as
set forth below.

In addition, the IOUs have given preliminary estimates for utility IT costs,
primarily to implement OBR, ranging from a total of $4 million to $8 million.

The IT costs are discussed further in Section 9.

5.1. On-Bill Financing
The IOUs have previously developed OBF programs which provide no-

interest loans to non-residential customers for comprehensive EE projects; these
OBF programs provide for the possibility of shut-off in the event of non-
payment_of finance or energy charges.

Qualification is primarily based on a good utility bill payment history and

the prospect that the loans can be repaid by savings within five years for most

456 Id. at 58.
4571d. 16.

borrowers, or the lesser of up to ten years or the expected useful life of the

energy efficiency measures for governmental borrowers. OBF is funded 100% by
ratepayers without private capital to leverage more funds to fully meet
customer market demand. In addition to limited funds, OBF has been
heavily marketed by lighting vendors and contractors to finance
lighting-only projects and has not yet enabled many deep—and, more
comprehensive retrofits.#% A number of parties, including PG&E,

SDG&E/SoCalGas, NRDC and

TURN, support continuation of the OBF programs for the non-residential
market. However, due to unexpected excess concentration of funds in single end
use lighting measures, HBC recommended that such measures comprise no more

than 20% of total project costs, and that non-compliant lighting-focused projects
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be redirected to the leveraged private finance with OBR and/or small business
leasing.*45 SCE, Metrus, and SDG&E/SoCalGas support the proposed change--
PG&E-oppeses, however, in comments on the PD, the IOUs opposed any change
while the financing pilot programs are being established.**¢0 NRDC opposes
adding an “arbitrary” limit and instead recommends the IOUs establish a
whole-building savings threshold as a minimum requirement for eligibility for
the OBF program.#¢t1

The Commission finds that, overall, OBF is a strategy that is serving some

customers, but without the ability to scale to the levels we estimate California

and IOU service area customers need. In D.12-11-015, we directed the IOUs to

R e

HReportatb0:

$PG&E-Opening Responsesat13-
6 NDRDC Commentsat 78 allocate funds to continue OBFE during the 2013-2014
program cycle.*¢2 However, we also find-thatthink the IOUs should adjust the loan
pro%ram to incentivize and promote prolects that are more comprehensive,
notadopt the IOUs” request in Comments on PD to delay anv changes in O

eligible projects because the lopsided use of OBF funds in sirigle end use lighting
projects’has continued too long and should end. - - -

Therefore, the Commission finds it reasonable to modify the OBF program

so that single end use lighting measures shall comprise no more than 20% of total
project costs for business customers, excluding institutional customers. Within

60 days of the date the decision is issued, the IOUs shall make-this-change-amend
the OBF program

and, at the same time, shall submit a joint Tier 2 Advice Letter which identifies
- 50 -
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new, emerging lighting equipment which may be excluded from the 20%
calculation due to their technologically-higher efficiencies and frequently higher

initial costs.

5.2.  On-Bill Repayment

Consi ith the C ., Lof ) | 1 E i
residential EE projects, HBC recommended OBR as a pilot feature/program to

allow a business customer to repay a third party EE loan or lease on the utility

bill. Fhenon— h recommendation refl h mmission’s firm

62]0.12-11-015 at 19.

HBC acknowledged uncertainty as to whether investors and FIs would

These non-residential OBR pilots are targeted to all non--residential utility
customers. Non--residential customers often occupy commercial buildings
which are leveraged with debt or otherwise have ownership or occupancy

structures that preclude normal economic motivations to make EE

improvements, According to HBC, Fls are interested in learning whether OBR
leads to better loan, lease or other investment performance than otherwise
- 51]-
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possible. To “fill in the gaps” inleft by the modified OBF program, HBC

identified possible OBR—eligible projects as those currently ineligible for OBF,
majority lighting projects that no longer qualifyrqualifying for OBF, water
efficiency projects, and projects exceeding OBF’s financing limit or not meeting

OBF’s bill neutrality test.$%

“PA12-11-015at19:
¥ Reportatbt:

From a customer’s perspective, the biggest differences between OBF and

OBR are that (1) OBR will have a market interest rate; and (2) OBR may require a

63 IBQQQLL at Q&
64 !BQQQLL at QZ
65 IBQQQLL at Q|

more extensive financial underwrite of the borrower. Although Net Bill
Neutrality is not a requirement of HBC’s recommendations, an energy savings

analysis typically would be done by the contractor prior to loan origination.

Three non--residential OBR pilot programs recommended by HBC are

authorized in this decision. Two apply CEs and target Small Businesses: one for
eireetoansfinancing to support EE improvements and one to support EE
equipment leasing. The third pilot would expand use of OBR without any CEs to

EE financing incurred by any size business using
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EEFE-approved CAEATFA-administered financing products. These proposals

are discussed in more detail below.

The primary purpesegoal of the OBR pietpilots is to test whether OBR-

combined single bill payment; can overcome lending barriers in the
non--residential sector, and attract large pools of accessible private capital to EE
markets.#%% As a result, we expect OBR will attract more borrowers and lead to
more favorable lending terms than are currently available to those borrowers,

without the added support of OBR payments-and its threat of disconnection for

non -payment. However, OBR is new and untested. Data collection
m ial ) het] ] lid 1 bill Its in hiel
w

%]d. at 59

undeveloped®” and LGSEC urged the Commission to obtain “legal and

7

I latorv clari re implementin

The IOUs raised legal and policy concerns about key aspects of the OBR
program-similar-te-these-diseussed-in-Seetion43tor-the MMMEP including-
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guestions-abeutthe, including (i) service disconnection for non-payment; (i)
transferability-ef-the-debt-ebligation; and (iii) application of partial payments. For
example, PG&E recommended three-pregram changes to ©BRHBC’s proposed

pilots: (1) no service disconnection for non-- payment of a third-party debt
obligation; (2) transferability_only with clear disclosure and legally binding

agreement between building owner, building occupant, FI, and the utility; and (3)

ability to keep their OBF pari passu (pro rata) allocation of partial payments.5*-

strongly support the features of transferability and eventual service

disconnection for non-pay




| f expr ritten consent. Further, EDF ar for n rdination of

HPGE&ERespoenseatS:

5167 DRA Opening Comments at 14-15.
68 PG&F Response at 8

O EDF nin mments on P

obligation regardless of the borrower’s bankruptcy or loss of property through
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70

71 !BQQQLL QI Qﬁ
72 EDF Opening Comments on PD at6-7.

imposing a “due on sale” loan requirement, and calls for input from the real
re th ission 73
To he C .. hori OBR witl ferabili 1
utilities view a legally binding written agreement to transfer the debt as essential

to a successful OBR program.>?’* NRDC suggested-expandingwent further by
suggesting expanded notice and consent requirements of OBR transferability te-

include the consent of all existing mortgage holders, preferably following

consultation with lenders and property owners.5* In-eentrast DPRAraised several-

On the question of whether the FIs should be charged servicing fees for
OBR, the IOUs and LGSEC approve of lender fees supporting the programs over
- 56-
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time, even if EE funds are used for initial costs. Other parties (e.g., CHPC,

73 NRDC Reply Comments on PD at 2
74 SDG&E /SoCalGas Joint Response at 8.

75 ; i Supplemental Information

76 PG&E nin mments on PD at 7

Renewable Funding) said no fees should be charged during the pilot period due
to the potential adverse impact from small project size.

The parties offered mixed views about the use of CEs for the non--
residential sector. Most parties viewed CEs as necessary to promote maximum
deal flow. For example, Metrus, LGSEC, and SDG&E/SoCalGas would even
extend CEs to medium and large businesses as part of OBR. On the other hand,
NAESCO argues that CEs are unnecessary and “supplant a robust competitive
marketplace....”5”” DRA only reviewed residential programs, but stated that
CEs should be separately piloted from OBR to more clearly test the impact on

lenders.

S LEGSEC
> DRA-Opening-Commentsat15-16-
Ceteme L L
5.2.2. Discussion
We-haveThe Commission has acknowledged the potential benefits of OBR

in prior decisions, which include increasing the number of EE customers who can

qualify for credit, providing a predictable payment stream, and simplifying sales
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transactions.”? In th idance Decision Iso found the utiliti

We are not persuaded that non-residential shut off for nonpayment of

i har i rdensom he 1 hich h hut-off
protocols in place for the OBF program that can be adapted to non-residential
8 Clear practi n notice should amelior ncern

Therefor find the OBR program shall incl non-resi i -

. : ) ith C N | shut off tocols to be
; i iti -residential customers with OBR are

n recl from makin rtial ments for combin: ner n ill

although partial payments may expose the customer to collections procedures
and/or ultimate notice of disconnection.

5.2.2.1.Requirements of OBR Program and Directive to I0Us to
| if iff

Transferability of the underlying debt obligation to subsequent occupants

(“with the customer’s meter”), upon change of building ownership and/or
tenancy, is both central to the appeal of OBR and a key implementation
challenge. Without a clear and enforceable obligation, owners and tenants
might not disclose the debt when selling, leasing, or otherwise transferring an

interest
- 58-
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in the metered property—Parties—were—reluctant—to—taclde—thestieky-

diselosure—and—acceptance—issues—presented. However, the Commission

finds that the desired results can be achieved through the use of written

agreements and a tariff process, as described below.

For the OBR pilot program, the Commission is principally focused on
ensuring (1)-the-maximum enforceability of the financing agreement and OBR
tariff; (2) the-enforceability of the written consent of the utility customer

subject to the OBR

provisions to the maximum extent feasible; (3) the OBR program does not run

afoul of federal bankruptcy law;-ane (4) that the OBR program does not run

afoul of California property law; and (5) the OBR program complies with state

and federal debt collection and consumer finance laws, if applicable. These
principles must guide every aspect in the negeotiation-development; and

approval of the- OBR-program.
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The OBR programs are primaril ign whether th mbin

82 Californi mmercial -1is alegal form th reditor fil i
notice it h. r mav h n interest in th rsonal pr r f th I, an
lish riority in f r default or bankr

HBCand-the I0Us haveraised-theSome parties question of the necessity
and prudency of requiring the consent of property owners, landlords, and tenants
in order to fully implement and enforce the transferability aspect of the proposed
OBR pilot. Our concern for the enforceability and workability of the OBR
program extends to possible circumstances that might affect the future rights of

property owners, landlords, and tenants participating in the OBR program;-sueh-

as-bankruptey-and nen-judicial-foreclosure. Written consent has the broadest
- 60 -
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swath of support as a viable path, even though not all of the implications have

written consent of subsequent property owners and landlords and subsequent

tenants subject to the OBR program is-ensuredin order for the OBR provisions
; terabili hut-off Iy,
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in delin n men

e forms and procedures for written consent to achieve

{

use of the utility’s current OBF mechanism for allocating

ing forwar h raft lan nd pr hi

transferability. At this time, we think the IOUs and CAEATFA could achieve the

Commission’s requirements for an OBR program by providing for Financing
Agreement Terms, written consent, an OBR Tariff and Notice to Subsequent
Owners and Tenants similar to the guidelinesexamples set forth in Appendix C.

5:2.2.2-5.2.2.2. Process Ferfor Approval of OBR Tariff
Consistent with the requirements set forth above, the IOUs-and EEEE-in-

Commission.
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It is evident that the terms of any one of the financing or leasing

A.12-07-001 et al. AL]/MD2/jv1

the written consent and notice, LSAs, and the OBR tariff will affect

agreements,

the content of each of the other documents.

LSAs and program administration to occur concurrently with the development

of the proposed OBR tariff.
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requirements-diseussed-in-this-deeision;By December 30, 2013, the IOUs shall file

a Tier 2 Advice Letter submitting a proposed OBR tariff that reflects-agreement-

- 63 -



52.2.3-5.2.2.3. Other OBR Issues

We find that CEs, in conjunction with OBR, provide a reasonable
mechanism to test expansion of EE capital into the small business sector. After
carefully weighing the range of views received, we are persuaded that the
benefits, for the limited purposes of the pilot programs, outweigh concerns
about the benefitsreasonableness of using limited ratepayer funds to support
nonresidential EE financing projects. We concur with HBC and other parties
that credit enhancement is necessary for a transitional period to educate
financial institutions about the value of OBR in improving investment
performance. However, we decline to expand use of CEs to medium and large
businesses at this time due to limited resources and lingering questions about

owner interest and need.
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I:asﬂyAs_tQ_fe_es_er_tb_e_QBKsmme the we1ght of argument favors no

charges to FlIs for use of the OBR feature associated with transactions closed
during the pilot period. The small size of the projects makes them too sensitive to
fees for initial program implementation costs during 2013-2014, and some limited
funds have already been authorized. However, this feature, along with all other
aspects of the pilot programs will be reviewed prior to any future statewide
rollout. The record indicates such fees have been collected from FlIs elsewhere to

fund ongoing operations and maintenance of mature OBR systems.

Therefore, the Commission finds it is reasonable to authorize an OBR
feature for the non-residential pilots described below. For the duration of the
pilot period, no fees shall be charged to Fls by the IOUs for the OBR service.
Moreover, it is important to begin collecting data about the potential value of
OBR as an EE market incentive, to stimulate education and marketing efforts,

and to energize EE contractors. The IOUs shall consult with CAEATFA, Fls, and
ner ivision 1 mprehensi BR PIP ring all authoriz

BR ; corth in Section 13, the IOUs shall iointly fil q
OBR PIP within 90 days of the date the decision is issued

OBR, as authorized here, will have two applications: with CEs for small
business EE leansfinancing and leases, and without CEs for all sized businesses,

primarily medium and large-sized non-residential customers. Fhere-isno-need-

involved in the loans. CAEATFA has reasonable flexibility, subjeet-to-
- 65 -
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Commission-oversight-to-negotiate-with-Hls-to-achievethrough its rulemaking, ,

to develop basic minimum standards for leanfinancing terms and underwriting

5.3. OBR for Small Business Sector with CE

Eligible customers are all small business customers. This pilot program is

targeted to owners of commercial properties that may be unable, or lack business
incentives, to obtain EE financing.>%83 HBC did not define “small business” in its
proposals. In this decision, we find it reasonable to adopt the United States Small
Business Administration (SBA) definitions found at 13 C.F.R. 121 because
financial institutions and others involved in small business financing are already
familiar with SBA requirements.

The Commission finds it reasonable to authorize a Small Business Sector
OBR pilot program with CE _to test deal flow. We agree with HBC’s advice not to

adopt a particular level and structure of CE in the decision, but the CEs should

be available to support secured and unsecured loans.-As-with-ether propesed-

8 Report at 62.

Our preferred CE for this program is an LLR limited to no more than a
fixed percentage of a project’s finaneced-eost>7eligible financing.8* HBC’s
recommended 20% cap reflects the views of equity investors who identified 20%
as the approximate gap between available financing and a significant number of

deals in this sector.5®
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1d_at 62 Thisseemsan’® This may %g the aé)p opriate benchmark ferEEEEto set in
%5% In order to maximize deal flow and dat lle

0 cap on CE value per loan (e.g., if
Value 59Dd1"+1("11"\’) no Ele (‘1"\’)]] n11 F 7 YA o
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other proposed pi ] rogram fules which govern
the [SA, 1nc1ud1ng esign of the CEs and minimum standards for financing
products.to achieve the pilot’s goals, 1.e., deal flow and data collection.

5.4. Small Business Sector OBR Lease Providers Sub-Pilot with CE

Equipment lease financing is a mature commercial market with many

capital providers and has been used extensively to finance energy
improvements.*®8” Based on favorable experiences in other states, HBC proposed
a small business financing pilot program with equipment lease providers.#88
Lease companies are skilled, states HBC, at designing and marketing financial
products to small businesses, managing contractors, understanding how to
quickly originate leases, and at bringing pools of lease investors to the market.*28

HBC concluded that expanding EE equipment lease financing in the underserved

4
5
6

7

g1}

small business sector, would serve as a primary pathway to providing an
alternative to OBF.

HBC recommended a limited number (up to four) lease originators be
selected by competitive RFP to participate in the pilot. Limiting the number of

originators may provide confidence of sufficient deal flow to warrant up-front
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costs while also creating competition. The financing products and terms for

Hdat63-

- Idat 64

6Hbid:
#21bid. HBC's proposed small business lease pilot would be subject to the
competitive proposals, with an LLR as the preferred CE.¢ . _

{ 20 A Small Business Sector OBR Lease Providers pilot
program with CE_ would test our goals to engage with experienced lease
originators, improve deal tlow, and collect data. Equipment leasing is the most
common method used by the commercial sector to acquire equipnient. We find
that OBR with CE couldextend the availability of these leases to a larger group of

small business customers than currently quality for OBF and private financing,
and at more attractive terms.

In order to launch this pilot, the EEEE-shalCAEATFA intends to conduct
an RFP tewith the goal of competitively seleetselecting at least two lease

originators to participate in the pilot program.?! The criteria for reviewing RFP

respondents shalishould include interest in the pilot program, experience

operating lease programs-feeused-onEE-maximum-interestrates-to-be-charged-

contractor management capabilities, years in business/net worth, willingness to
explore alternative underwriting standards (e.g., that incorporate utility bill
payment history) and such other criteria identified in the Report as the-
EEFECAFATFA finds-useful

6390 Id. at 65.
6414
91 Appendix G at 65-66é-line 92.

Hor-quickerimplementation;theuseful.”? The selected lease providers may
initially rely on existing sources of investment capital Based-en_Therefore, the

reeord,Commission finds it is-reasonable to authorize the Small Business OBR
il ith Ii

Based on the record, it is reasonable to infer the following example of how
- 68-
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a Small Business Lease Provider OBR deal would work.

Small Business Lease Providers Sample Deal Flow:
e Equipment lease provider originates lease with customer
e Lease Provider notifies EEFECHEEF of executed lease, requests CE
e EEFECHEEF notifies Utility of lease/OBR;+eguests-CE

o EEFEaceeptsCHEEF directs transfer of CE-and-transfers to CE PoglOperating
account

e Customer pays Utility the lease payment, plus energy charges
e Ultility pays Lease provider through EEFECHEEF

o If partial payment, payment applied by utility using existing
Commission-approved practices

e Commission-approved disconnection protocols may be followed
to obtain delinquent payment

In their C he P { Decision. SDG&E /SoCalG 1

P h mmission 1 horize an off-bill version of this pil

functional. Th mmission finds thi r nabl ion

214 at 65-66

In summary, the Commission allocates a total of $14.0 million from the
previously authorized funds for the twe-non-residential EE financing pilots

targeted to small businesses identified above.

5.5. OBR for Non-residential Customers Withoutwithout CE

HBC recommended that $7.0 million be allocated for an OBR mechanism
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with CEs to be made available to all sizes of non-residential utility customers.
This is the only pilot recommended by HBC that we-autherize-to-targetreaches
medium and large businesses. ldentifiedPossible eligible projects_identified by
HBC include Demand Response (DR), Distributed Generation (DG), and other
non-OBF EE measures, and certain non- energy measures that are related to
core energy improvements and necessary to enable installation or improve
performance of EE measures. HBC's proposal permits, but does not require,
DR/DG measures in conjunction with the EE improvements because it found
that many businesses have trouble qualifying for credit to install DG.%% To the
extent the Commission were to authorize OBR without CEs for non- residential
customers, including the DR and DG measures, HBC proposed that OBR with

transferability (i.e., a tariff or service-based structure) be available to Fls;<iting-

“ N4

bempkepale e he e oo opas. The
parties disagreed on whether CEs should be

available to medium and large commercial
customers. Those that oppose CEs for this pilot
(e.g., PG&E, SCE, DRA, NAESCO) generally
believe that this sector does not need additional
financial support, or is receiving too much of the
pilot funding. The parties that support CEs (e.g.,
SoCalGas/SDG&E, LGSEC, WEM, Metrus)
believe deal flow is

B1d. at 67.
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an important objective because this market segment has the scale and potential
for significant savings with such credit enhancements.®%4 There are limited
funds available during the pilot period, and no clear evidence of need for CEs
by medium and large businesses. The Commission finds that a non-residential

OBR Pilot Program without CEs is a reasonable

O d at 67,
66SDGE&E /SoCalGa +t3. means-to-ofter-innovative finaneing-
-=- SiE al customersand provides-an-oppeortunity to evaluate
BR as a single feature. Transferability shall be an option for Fls, permitted by a
new tariff, as described above. v goals of the pilot are to expand access
E financing for a wider range o -related projects. Program implementation

ements shall be included in the joint statewide OBR PIP to be filed by the [OUs

e
Pl

Therefore, it is reasonable for the Commission to authorize the

implementation of the OBR for Non-Residential Customers Witheutwithout CE

pilot program as described above. Eligible financing shall include a 70% /30%_
ratio of EE projects, but the 70% may include DR and DG. However, because no

CEs are authorized for this non-residential sector, the $7.0 million HBC

recommended be allocated for CEs is reserved and not allocated at this time.




6. The_California Hub for EE Financing Entity(EEFE(CHEEF)

HBC concluded that a central enabling entity is necessary in order to

provide a simple, streamlined structure through which energy users, financial

institutions, EE providers, and IOUs can participate in a standard “open market”

for energy improvement transactions®”® That entity, EEEECHEEF, is designed to

act as

24 SDG&E/SoCalGas Reply Brief (RB) at 3.
% Report at 17

a facilitator to allow for the easy flow of cash, information and data, among
IOUs, financial institutions, the Commission and others.

The EEEECHEEF is conceived by HBC as ana managed information
technology (IT)-driven platform designed to support the core processes and
functions that track CEs and OBR, and to collect and share data. The
EEEECHEEF's goals and responsibilities as identified by HBC are incorporated

herein, with emphasis on the duty to ensure the proper and approved uses of
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utility-held ratepayer EE funds authorized for CEs and CHEEF operations.

Among its primary financial responsibilities, the EEFECHEEF will provide a
reliable and transparent conduit for transfer of ratepayer paymentsdebt
repayments from the IOUs to the lenders, and maintenance of managed pooled
credit enhancement funds through a-trust aceeuntaccounts.

However, first and foremost, the EEFE-mustereateCHEEF is tasked with
creating the necessary framework to launch the EE finance pilot programs
approved in this decision. HBC recommended an allocation of $4 million from

authorized EE financing

élReieeit’c—&t—lll’cfd for EEEECHEEFEF staffing, legal, tech ] and IT related
costs, and an apdldoltu;%lréll mc;fhon for lVlastefq Saerxlfrllégereﬁ/?g —sglartl(le(cjiacgé}cs ﬁ-%&g—

96
6.1. Discussion

AHHBC's preference that CAEATFA assume and manage the CHEEF
functions was unopposed. Several parties basicallysupported-the EEEErole-
Mestagreed that the EEEECHEEF functions should be developed in phases to

first confirm lender participation and borrower demand; some requested more

detail for the EEEECHEEF functions and Master

96 IBQQQLL at | Q

Servicer role.®?” The IOUs thought they should be in charge of initial program

design and integration, but agreed with HBC that activities related to the lending
process should be managed by the EEEE-SCE-suggested-thatautilitycould-
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Commissionparticularly adoption of program rules. Furthermore, we agree with
HBC and others, that the primary functions of fund management, financial

product/ borrower data management, and OBR billing and collections procedures

sheuldcould be developed-contemperaneousty. Contemporaneously by a
contracted MS;-Master Servicer (as discussed below).




The Commission concludes that CAEATFA is an appropriate state entity
E CHEEF duti bi CAEATEA ) his role 1

ritten agreement with th mmission an ining authorization to receive

and spend Commission-designated funds to retain staff, sign outsource

ntr nd man fi iarv funds n I h ilot EE
finance programs.
ici A E

97 mmen 1; P R 2
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CAEATFA

99 i 1 -

During the first 90 days after this Decision is adopted, several activities
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The IOUs, in consultation with CAEATFA, Fls, and Energy Division, shall

rulemaking. The Commission agrees with HBC that the EEFECHEEF will require

on--_going technical advisory services, including assistance in development and

monitoring of financial products, review of financing pilots, coordination of IT

and data-lewand-everall strategie direction”> Within-ten-days-ot- the date-the-
ecisionis, We di rel il . { submissi |
- o totail in Section 13

100 Th hedul re drawn from the draft Implementation Plan provi
he Join ilities in nin mments on the PD and presen AEATFA an
| he A 16, 201 rksh ion 3.2

I i AEATFA with lopment of the CHEEF PIP, in consultation

ftor the decision is issued

6.2. Master Servicer

- 78 -
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Most parties agree with HBC that the most important role to fill is that of

the Master Servicer (MS). As SCE observed, “Several parties also note that the
most critical element to the success of the hub is to first establish a competent,
qualified, and experienced master servicing entity—- (that) must be in place for
any pilots which leverage the utility bill for third party debt repayment.””The-
EEEE shalll® Gjven the unpr nted inn ion of th Financing pil
CAEATFA is encouraged, to contract with a Master Servicer-te-serve, as anits

agent, to provide CE fund flow management, oversight, instructions, and

The MS shallshould have experience as a financial institution, loan

servicer, or similar entity, and ideally have_ some knowledge of existing EE, DR,

and/or DG finance transactions. Among the MS’s first duties will be to develop
and maintain financial product servicing data files to be maintained through the
life of the financial products. The primary fund flow functions of the MS will
vary between market sectors targeted by the pilot programs and the program
characteristics. thesetunetionsare settorth-inthe Reportareattachedas

5 i . and : 1 horain

7101 SCE Reply Comments {RS)yon PD at 2.

“Reportat19-20-

102 11 mar rs and functions:

1. Receive notification from participating
originators immediatel lectroni
- 79.
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closing of any financial product.

2. Setup a financial product master file according to

L. ided by the CHEEF | | he d
llection pr 1 1 h rkin

Group (See, Section 7).
3. Develop and update financial product servicing data
fil maintained thr he life of the financial
product.
The Commission finds it reasonable te-authorize the EEEEfor CAEATFA,

as CHEEF, to hire an MS through a competitive solicitation. Within-ten-days-of-

anAccording to the Implementation Plan, CAEATFA expects to complete the
RFP process to-seleetan-MS-with-agoal-of reaching contractwithin 75-days—

6.3. Lease Originator

The Consultant’s recommendations for the non-residential sector include a
small business-focused leased equipment model specifically designed for EE
projects. The EEEE shal vl licitThi . o
solicitation of contracts with-a-minimum-of-twefor lease originators to conduct
intake, financial underwriting, servicing, and investor management for all

qualifying projects during the pilot period.

this-pilet-the HEFE-shall-utilizeWe find the lease originator criteria set forth in
Section 5.4 asshould be the minimum basis for the RFP, and further-develop-

. heni _
rules and RFP requirements to ensure collection of relevant lease product and

performance data for scheduled reporting.

102 nggll at |2_ Z(i

- 80 -
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7. Data Collection

D llection i relevant privacy considerations, is

essential to be able to test the value of various features of the authorized

financing pilots. An essential function of the ongoing
data collection on program participants, project characteristics, project outcomes,

and repayment results-is-an-essential- function-of-the EEFE,. The data should be

collected in a careful and comprehensive manner to ensure the relevant data are

collected at the least cost. We agree with NRDC and DRA who recommended-




A.12-07-001 et al. ALJ/MD2/jv1 PROPOSED DECISION (Rev. 23)
d- Berrewercreditseoresand-energyproject
repayment-history;

e Energyprojectperformance-data;aned
£ Billine : i o ctallati 1
bills.77
Some parties asked the Commission to expand the types of data to be

collected. For example, EHC and Greenlining et al. requested that the EEFE

ANRDC Commentsat 3 DRARC a+ 6
7-D12-05-015-a+126-

a2 OP25: collect Contractor/ Workforce data (e.g., wages,
benefits, insurance, etc.

CCILMCT thought the data should be integrated with the Evaluatlon

m rement and verification (E V) and Workforce, E ion, and trainin
E&T) and that the | houl rder form a working er nsur
ffecti harin ntraliz llection, and streamlin llection
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r h i low inning with our nding order

103 Greenlining et al. Comments at 3-4.

104S ! ” thl S Qmmﬁntﬁ at Z
7.1. Prior mmission Orders for | D llection
collection should be alr underw a n prior

7106 Th mmission al rder
the IOUs, through a working group, to “develop a larger-scale database or
databa f financing relate ta and information th 1d be shar licl

Customer type;
Host site characteristics;
Utility payment history;

S

r

Borrower credi r nd ener roj

repayment history;
Energy project performance data; and

Billing impacts comparing pre- and post-installation utility
bills.”107

=

alie
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15F o, D.12-05-01 117 (order lopment of financing-rel for

collection and sharing of relevant data.)
106 D.12-05-015 at 126.

107]1d. at 401-402, OP25.

108
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h mmission, and maintaining itin i m until th i

109

- 85-
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125DG&E/SoCalGas Reply Comments on PD, Attachment 1.

r ions for certain indivi liz ner 113 Relevan h

n the other hand, all of the [ r illingn rovi ri

- 86 -
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ill ment historv an llection nlv broken
n bv residential and nonresidential ri
ilities. For mple, it reli n eight of the ten previ rs of

e Total number of customer payments

e Total number and % of mers with | men
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nsultation with Energv Division and FI

7.2 EE Finance Data Working Group and EE Finance database

Therefore, th mmission finds it r nable for the | romptl

initi rksh inconsultation with Ener ivision staff, FIs, HB n

roval of th nager contr February 2014.115 | hall

We are persuaded that the collection of Contractor/Workforce data as

7

Ir reenlining is unn r h mmissi ision
roving the | " recent Ener ings Assistance (ESA) and Ener

- 88 -
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Efficiency portfolio applications requires the IOUs to collect specified data with

respect to WE&T.
In addition, we note that the IOUs have not fully responded to our

direction in the Guidance Decision to include in their 2013-2014 EE program

collection-and sharing-of relevant-data-) portfolio applications, a proposed
“methodology to estimate incremental savings delivered by the statewide
financing programs towards their energy savings goals——-%*...”116 We
acknowledged that such estimates would be speculative, but it is

important that IOUs see a benefit to their business and their customers

from developing and implementing EE financing programs.

Therefore, the Commission finds it reasonable for the IOUs, in conjunction

with Energy Division, to develop such a methodology which avoids double

counting savings from other programs. We suggest that a joint workshop

coordinated by Energy Division may be a useful mechanism for this effort, and

might lead to a uniform methodology. In any event, the IOUs shall, by December

1, 2013, submitbyTier 2-Advice Letterdevelop a joint statewide work paper, in
1l . ]

115

116 Jd. at 136

stakeholders, which provides their jointly proposed methodology, and a

proposal for evaluation, including what data programs would need to collect..

8. Quality Assurance

- 89 -
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Quality assurance and quality control are important program elements for
FIs and customers. SCE pointed out that any pilot projects which include utility
incentive/rebate measures will undergo utility quality assurance and standard
project technical review protocols, consistent with Commission guidelines. To
the extent any non-rebated or non-energy measures are included in projects
financed via pilots, the enusduty is on the borrower to perform any project
quality assurance and technical review the borrower deems appropriate.$2117
CCILMCT and DRA suggested that the Commission require integration of clear

quality assurance mechanisms, perhaps by including EM&V design in

Hdat136-
%SGE—Res?eﬁseat—Q program implementation. CHPC and Global Green are

relqctcelmt o support strict performance metrics or benchmarks during the pilot
period.

Because these are pilot programs, we find that data collection and required

reporting will provide most of the information to assureensure whether program

participants, exrand the energy improvement projects, are sufficiently performing

their functions. The results of the EE Finance Data andPrivaey-Working Group

by CAEATFA in first quarter of 2014,

117§£ E !BQ&QQQ&Q at 2

HeweverIn addition, a set of minimum standards for qualified EE
contractors is an area of keen interest to parties. Greenlining, et al. recommends

that participating contractors meet threshold quality assurance requirements to

- 90 -
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help guarantee energy savings.®*118 They argue that by creating consistent

standards across IOU administered programs, FIs will have greater confidence in

energy savings projections. PG&E-thinks-thisOthers (e.g., Build it Green, MEA)

r rograms to inform th ndards for its program.

None of the authorized pilots require Net Bill Neutrality, although this
could be a feature of a future program rollout. Therefore, no energy savings
projections by contractors need to be confirmed to FIs. However, we do require
that an estimate of the bill impacts of the energy efficiency project to be financed

be presented by the contractor to the customer at the time they are making the

118 Greenlining et al. Comments at 6.

119 4

commitment to the project to insure an informed decision without a strict

requirement for bill neutrality,perthe- Guidance Decision-#4,121

8-Greenliningetal-Commentsat6:
- 9] -
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B

84T .

9. Utility Billing Systems and other Upgrades

In connection with the implementation of ©BRthe pilot programs, the
IOUs and EEEECHEEF will need to coordinate IT systems to allow for smooth

flow of dataregardingthe. Most of the funds and data flow will involve the
OBR programs. ManySome parties agreedasked that the IT systems upgrades

ean-be phased in with the phase-in of the EE Financing pilot programs in order

to verify market demand prior to making significant investments in new

systems and infrastructure. DRA and NRDC are concerned about the size of the
IT before it is clear that OBR will It in sienifi eal fl

SCE has identified several changes to its billing and IT systems that may be
- 92-
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required depending on final Commission guidance relating to the pilots
including: complex programming of payment priority algorithms; automating
application of partial payments; automating debt billing transfer upon change of

ownership; setting new triggers for potential disconnect actions; and

121D.12-05-015 at 139.

reconfiguring automated notification protocols.®?122 These are likely similar
for other IOUs.

The IOUs gave a preliminary estimate of $4.5 to $8.5 million for necessary
IT upgrades to implement the OBR and EFLIC features of the authorized pilot
programs. However, in their comments they also stated the estimate would
change once the details of authorized programs were adopted. Several parties
questioned the basis for the IOUs. cost estimates for billing system changes and
upgrades required to accommodate debt billing services for third party financial
institutions.

We agree with the parties that the-IT infrastructure should be phased in
with the launch of the various pilots. We also note that each of the IOUs already
have large IT budgets anein general rates, including numerous on-going
upgrades to platforms, systems, hardware, and software. The IOUs are directed
to take all reasonable steps to incorporate necessary IT changes for the EE
Financing pilots with other scheduled and funded IT projects in order to achieve
available economies and efficiencies. Although we agree with SCE that not all
costs can be “absorbed,” we are confident that these IT improvements need not

be wholly stand-alone and economies can be achieved.

FurthermeoreeachEach of the IOUs will need to integrate borrower-and-
projeet-transfer broad EE program data, on-going

- 03 .-
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relatedbill ment history, and EE financing pilot program data into the

database with-the EEFEAincluding the MS—thereforethe Commissiontindsit

122

1l pil including rul rnin As which will r ire FI rovi

compatibility-and-asmeeth-transitionte

85SCERC at 6-CAEATEA sassumptionof the EEEErole—A, An IT system working
group may be a useful mechanism to facilitate these discussions.
The Commission also finds it reasonable for the IOUs to develop an
updated estimate of costs for the minimum IT system upgrades necessary to
implement the authorized EE financing pilot programs. Within 9630 days of the

date 6

contract, each utility shall file a Tier 2 Advice Letter providing sufficient
documentation to support the revisedupdated estimate and serve therevised-
estimate]jt on the service list for this proceeding. The Advice Letter shall include
information about economies achieved by integrating these upgrades with
previously funded and scheduled IT capital projects.

Total allocations approved as a result of the Advice Letters may-rot
exceed$8-millionm r nable an limi IT-rel in whol

- 94-
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I par licabl ministration of the EE Finan il nd rel

llection. If an | r funds in f the all ion forth in

10. Marketing
In the Report, HBC recommended that up to $20 million be allocated to

marketing, education, and outreach (ME&O) specifically for the EE financing
pilot programs, in addition to statewide ME&O for all EE programs.
HBC stated, “targeted ME&O to inform stakeholders about the pilots and

how to participate in them will be essential given the short time horizon to

pilot launch and performance.” In-alaterfiling, HBCexpanded-upon,and-

cet8Few parties
commented on the proposed marketing allocation, but of those, all agreed

some marketing, particularly contractor-focused, could be

Se@alGasﬁDG&E—ﬁemFRespemeéNe*e*&bexé@%@lé}—&% effectlve (e.g
RF Global Green GSEC supported a dedlcated marketm deet related to EE

Financin fp1 ots— especially for nascent and emerging mar ets etrus asked
further details or guldelmes for ME&O expendltures e set forth in the dec181on

We agree with HBC and supporting parties, that generating demand is an

essential activity for the authorized financing pilot programs to be successful.
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marketing during the pilot period. Elsewhere in this
decision, we haverequired-aPHrequire PIPs to be
submitted for eachthe pilot pregramprograms which will

include an ME&O component. His-eur-expectationthat
theThe ME&O plans willshall include training for all pilot

programs, including engaging-participating Fls,
contractors, and other market participants and borrowers.

4
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lans for “Ener I lifornia” in A.12-08-007 1. Although th

me of th r ings in currentlv unknown hink it m n

123 D.12-05-015 at 300.

The IOU’s shall coordinate this marketing with the statewide ME&O
effort, under review in a separate proceeding, to ensure maximized outreach and

to avoid duplication.

11. Timeframe
No party viewed the first quarter of 2013 as realistic to launch the EE

Financing pilot programs due to the array of unanswered policy, procedure, and
legal questions. Several parties, including LGSEC and IOUs, agreedargued that
any premature entry into the marketplace of programs that have not had the
benefit of reasonable development, operational, and compliance consideration,

- 97.
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and construction of necessary infrastructure may ultimately harm the

marketplace more than a reasonable timeline adjustment.®Based-en-partieular

he CHEEF and implement all of th horiz il rogram.

#1224 GSEC RC at 7.

125

- 98-
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o ission Endatl ] bleand ad ot 85

m lements inconsistent with the final ision. The m ignifican

ifference is th AEATFA will n 1 ntr r under

12. Dispute Resolution

If any dispute should arise as to the flow of information, CEs, or debt

service payments between the IOUs, Fls, eontractors;-or the fidueiarytrustee
managing the CE heldingaccount-the EEEE shall promptlyundertakean-
. L he CHEEF shall k closely with the rel

entities, in consultation with the Master Servicer, andto correct any

preblemaccounting error discovered.
Customers with an on-bill repayment servicing dispute which-they-

- 99 .
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havebeenunable-to-firstshall resolve._it directly with an IOU or Fl;snay-

customer may-eentactshould be referred to the Commission’s Consumer

Affairs Branch (CAB) for assistance through its existing dispute resolution
process.  The EEEEpublic would greatly benefit if CHEEF and Energy
Division shall-each provide CAB with an individual contact to provide
technical assistance to CAB for resolving any dispute.

Disputes involving the conduct of any FI or contractor shall be referred to
the appropriate regulatory agencies (e.g., U.S. Consumer Financial Protection

Bureau, (CA) Contractors State License Board).

Nothing in this decision is intended to modify the existing legal rights and
remedies of any participant in the pilot programs, including those related to
contractor performance, collection of delinquent payments or defaulted loan, or

other claims.

13. Reporting & Commission Oversight

The administration of the EE Financing Pilot Programs authorized in this

decision will be by the EEFECHEEF, as described herein and implemented
through CAEATFA’s rulemaking. The Commission will maintain its oversight
of the EEFE-and-the 1OUsimplementation of the EE Financing pilot programs

through periodic reports on program performance, data collection, Advice
- 100 -
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Letters, and PIPs.-Fhereforethe Commissionfindsitreasonable toerequirethe-

reportingidentified-below-

-

Th mmission and CAEATFA will m r nabl

efforts to complete an agreement between the agencies as

n ible, preferabl ithin 30-4 fter th
decision is issued.

Letter submitting a proposed OBR tariff.
4. Within 30 d  the d he CAEATFA | |

rd of th r Servicer contr h utility shall fil
Tier 2 Advice I idi ffici 1 .
rt th im f Information

-101 -
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Technology costs to implement OBR and make related

| for the EE Fi ) i
5. Thel hall jointly fil ide PIP for Fast Tr
il ithin f th h ision is i

rogram guidelines effecti ring the full pil
period.

f th ision, or within 2 fter th

identify qualified FIs. The LSAs will establish minimum qualifications,
set standards for financial products, ensure Fls conform with the terms
of the pilot program in which

they are participating (including data collection and

. | T diti I
r irements rel h f
9. JOUs will ith CAEATFA ify the f] E
financing pilot fun 11 h th
ol ; 1l i i I ]
n r f staff an hnical r rces r ir
by CAEATFA to perform these functions.

-102 -
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In general, w nsoli EE Finan rogram PIP

incl minimum, the following for h pil rogram:

e Parameters for Credit Enhancemen BR itional

guidance (Fast Track)

AEATFA with loping the information for filing and serving quarterly
reports on program uptake by pilot, and on EEFECAEATFA’s operational
expenses. The reports should notify the Commission of implementation
progress, including any previously unidentified_significant program details,
and any problems or obstacles encountered in the implementation of the
authorized programs. Details to be submitted would include, but not be limited
to:

* The platform and space within which EEEECHEEF
functions take place;
* Accounts and account managers associated with EEEECHEEF;

* Database permission (and levels therein) criteria and
platforms;
* Customer facing products (such as websites/informational

-103 -
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charts);
* Transactions of various financial products administered by-EEEE
CHEEEF and certain aggregate profile information about
borrowers, project purposes/scope, financed amounts, etc.;

and
* Overview of participating FIs.
| hall be r nsible for ensuring that all reports, Advi r

supereedesupersede or prevent any other order by the Commission in these

consolidated proceedings for development, or reporting, of data collection.

rties. There are manv movin r ions, an riabl hich 1

million of horiz nall funds in reserve, n i fun

recommendations for final all ion of the reserve fun h is for
Y ) 1 k]

14. Regional Energy Networks

In the Guidance Decision, the Commission invited proposals from local

-104 -
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governments to form Regional Energy Networks (RENs), separately from utility
portfolio proposals. D. 12-11-015 reserved funding for, but deferred a decision
on, three EE financing pilot programs proposed by the RENs due to insufficient
information .%126 The decision stated that these pilots, particularly for the
in'Tight of, amd coordinated with, pilots that HHBC proposed i the repore ™ cred

BayREN proposed a multi-family financing program that addresses this
hard-to-reach market. As described in D.12-11-015, it is a new program proposal
for the Bay Area which would provide a capital contribution to the loan of up to
$5,000 per unit for EE improvements.*12? We also directed PG&E and BayREN in
that decision to include funding for the program in their contract provisions.
This proposed pilot is complementary to the multi-family financing pilot
recommended by HBC and as modified and authorized in this decision.

On January 14, 3013, The Association of Bay Area Governments (“ABAG”),
on behalf of BayREN, submitted an Advice Letter to the Commission which
included its updated and finalized PIP for the Residential Multi-Family Capital
Advance Pilot Program. BayREN described the pilot as modeled on a

126 1D 12-11-015 at 121, Conclusion of Law 31.
127 d. at 40

successfully implemented program in the State of New York. The Advice Letter
provided additional program elements, including:

* The underwriting criteria and loan terms are negotiated
directly with the lender

* The property owner is obligated to repay the total principal
* BayREN will receive a pro rata share of each payment

* The repaid funds will be available to provide principal

- 105 -
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capital for additional projects

Based on the foregoing, the Commission finds it reasonable to authorize

$2 million from resgivedifundimg.foi theBay Bl Multi-Family Capital

AdV#nceProsram Program. In gLnﬁ)m%lht* ofehe PDIME A6’ | GBFEC repeated
Financing Conultant Related filots S ; |
1R T eStTor autoTTZIe Pproposed-REN-programs buttre ot oyercome
inbsgtid gy PRIt 0 R8S 574 71T E bHRiYSi AN
inl i¥nt'support for the progt n 3sionfurther
Master Meter Aulti- Family witi '0BR
finds it/ yeag@mable to deny funding af $his 119465 | 844048 465469 35722
3 Small BusinessOBR Loan/Leasewith
CE 14,00,000 | 5,767,130 | 4,074,693 2,247,093| 1,0%384|
4 12,280)
9 LTl e tor thaBay REN-Sinelobarily LR %1“55 {85 855 lionrand
SoEatRHE Nt Fstentosedindf Plitst am| [$p JILIRO pilD12p$32 H353032RibHiM) are-orders the
refun® tepAYels Yo g ow 68
dedision : ale S
adVice 1¢EteysFinancin Line-Item Charge[EFLIC)
J;E: o 2 Eﬁfdsnggf t E I 1,010,000 1,000)00
ﬁ—)—TforOBR to beconfirmed by AL 8,00,000| 3,295%03 | 2,328,396 1,284,053 1,
The Commission. aithrizad a tatal of $7:p.2 millign to all the IOUS for purpose
4,560
oflina L'"' ing the new EE Einhh 240 1',._-‘_'-'., -.;-'.- 'e,'_'_-. edlegeglin. 128 In
- Total 10U Budget 19 00,000 | 8,415,827 | 5,238,891 2,889,119] 2 A oo
pk IR WA ekt | Mok bR aR B\ ELGNN0 17128 ¢ (R AR8()G fg,l,jlj.{,:[g?:f.f ‘--‘ 10 1
160 11, Fungs R servel/ Una located Bidge 934,931 1 3,261,186.| 3,010,887 1,660,430| .14 Ble belo
sy A LEC LOLLATS are DIOKen oW DX SAVARETaINAVATAVA:RATA W IE e ,,!“. I C DE /\
10b Funds Reserve: 7,00), 000 2,883, 115 2,037,347 1 123 546 9
grebaana BuRmIttecl 0y 12 he [OUs.'2 6,436
11| 015 and I0U Cimpliance ALs 234,931 378)71| 973541 536884 4755
1o 1 19 pllot Busket with Resere 75,244,931 | 31,000,100 [21,900,00012,077,309[10,23 557
10U Allocation 412% 29.1% 16.05%| |
: 1% Bialfe&E’s Opening Jomgnents on PD,
er:’!L»L:J DO Aol 3 X A QAN ML
16 | Funding to be leturned to Cusomers
17 | BayREN Single amlly LLR pilot 3,8%,000 | 3,825,100 5,000,
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3 IQs: aprval of (\u adwce Iettersbconfr 17 esti ek
10, 111AS JC | 11101 l C

advic

16. 15-Comments on Proposed Decision

The proposed decision of AL] Darling in this matter was mailed to the
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parties in accordance with Pub. Util. Code § 311 and comments were allowed

under Rule 14.3 of the Commission’s Rules of Practice and Procedure.

Comments were filed by on- 2013-and-rephyall [OUs, DRA,

(EDF) on August 5, 2013. Reply comments were-filed-by- on- 2013.
filed by all the IOUs, Greenlining, NAESCO, MEA, LGSEC, CHPC, NRDC, APC,

e The “EEFE” is renamed “CHEEFE,” CAEATFA i m

i authority to be the desi { CHEEF. and i

rt-up role for | is elimin :
130 D,12-11-015 at 61-62, 103

®
>
-]
S
-]
oy
>
2>
—
sl
i
=)
-]

f Finan fore undertakin hAAFArln

ntil mber 201

Substituti E letailed schedule (Impl .
Plan) which reflects CAEATFA’s expected timeline for
btaini | . . hori T hicl

lies th s procurement and rulemakin
procedures;
Ph roll- f pil rograms: Pre- lopment pil
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roximately December 2013, Fast Track in Sprin

2014, and OBR by mid-2014;

), additi : ifi for low-to-
moderate h holds and an off-bill f r hase-in

Small Busi 1 Pilot:
\pplicati (1 horized ) i iod

hr h 2015 an ition of a mid-poin rkshop for
review of program performance;
Consolidation of PIP requirements into one at 60 days after
he decision for Fast Tracl | 90 d : |

ision for OBR pil n integr re- lopmen
pilots;
o Elimination of Advice Letters to review agreements and
| . ilable;
larification and simplification of the OBR tariff pr :

Clarificati ] 1 ine final d lecti
and sharing protocols; imposition of a deadline for IOU
. . , iousl 1 { utility bill |

llection isconnection historv;

Clarificati hat CAEATE/ i ] isting [OU
standards for eligible contractors or will follow its practice
(i ) ) ) ] les; »

In ition h m her minor clarifications an hnical correction

17. i6-Assignment of Proceeding

This proceeding was categorized as ratesetting. The assigned

Commissioner is Mark L. Ferron and the assigned AL] is Melanie M. Darling.
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Findings of Fact

1. San Diego Gas & Electric Company and Southern California Gas Company
(SDG&E/SoCalGas) hired an expert statewide financing consultant to develop
new Energy Efficiency (EE) pilot programs.

2. Harcourt, Brown & Carey (HBC) was hired as the expert consultant;
HBC'’s proposals for new EE pilot programs were presented in a public
workshop on October 2, 2012, stakeholder comments were solicited, and a
final report (Report) was filed and served in this proceeding on October 19,
2012.

3. Due to the timing of HBC’s work and the Commission’s adoption of-
b42-

D.12-11-015, the Commission deferred consideration of the HBC proposals and

authorization of the new Energy Efficiency financing pilot programs.

131 !BQQQZI at l é

4. In D.12-11-015, the Commission authorized $75.2 million for EE Financing
pilot programs to be implemented in 2013-2014 (pilot period), including wp-

5. TheOne of the Commission’s overall EE financing goals ineludeis the
creation of

innovative financing programs to ensure-thatexpand access to financing
instruments are-availableto-allby energy users, particularly underserved-

segments of energy userswm.

Q A centralized entity is an important mechanism for development of

Energy Efficiency financing pilot programs suitably attractive to private capital,
-109 -
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in addition to providing financial controls and program administration. In this
decision, the centralized entity is identified as the California Hub for Energy
Efficiency Financing Entity(EEEE(CHEEF).

7. California Alternative Energy & Advanced Transportation Financing
Authority (CAEATFA, part of the State Treasurer’s Office (STO)) has experience
managing an energy loan loss reserve program, and its parent STO has
extensive financial expertise.

8. Statutory and budget authority for CAEATFA to assume the EEFECHEEF
role is currently under discussion with the Department of Finance and in the
Legislature.

9. In order to instigate the rapid development and implementation of the

authorized programs, some EEEEEE financing functions mustshould be

promptly perfermedinitiated.
10. An-trvestor-Owned Utility OU)sueh-as Seuthern-Calitornia-

11. The term “credit enhancement” (CE) covers a range of

mechanisms that set aside ratepayer or other funds to support repayment of

the EE Financing loans in case of default or nonpayment:, thereby incentivizing
improved terms for

EE financing.

CE funds have been utilized in other EE programs to expand financing ogtions
particularly to support leans to borrowers not otherwise reached by
existing financing, or to incr n duration or lower interest rates.

12. The use of trust accounts created under the authority of the

EEFECHEEF, subject to the bankfinancial institution’s exercise of a Trustee’s
fiduciary duty, preteetsalong with other fund flow requirements, incr

protections of ratepayer eredit-enhancementCE funds from inappropriate
-110 -
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withdrawal or misapplication.

{reserves)
13. A loan loss reserve (LLR) sets aside a certain amount of money

(reserves) to cover potential losses to a financial institution (FI) in case of ne-
repaymentdefault on a loan; no ratepayer funds are at risk until a loan is
fundedclosed and the prejeetis—veritied-as—completeborrower is obligated to

repay.
14. A Debt Service Reserve Fund (DSRF), as authorized here, is solely to

cover non-payment of monthly principal and interest payments; borrowers are
required to repay missed principal and interest payments which are returned to
the DSRF prior to resuming current principal and inter men he FI;
no ratepayer funds are at risk until a loan is fundedclosed and the prejeetis-

15. Eligible Energy Efficiency measures (EEEM) are measures that have
been approved by the Commission for a Utility’s EE rebate and incentive

program.

16. Utility customers are more likely to addfinance new EE projects
while-undertakingif they can also finance other related improvement

activities.

18. 18- The Single Family-Bireet Loan Program pilot program will
advance the Commission’s goals of leveraging private capital with ratepayer

fundsfunded CFEs to expand access to EE financing in the Single Family
residential sector, including low and moderate income homeowners.
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19. The Energv Financing Line-Item Charge (EFLI il rogram
will test the attractiveness of on-bill repayment and its impact on residential

loan performance.

20- EE financing in multifamily rental properties poses special challenges due to
%omp%ex ownership structuresyand c?ift%regt incentives bgtween landlogrdss and
enants.

20. The Master-Metered Multifamily Financing Program (MMMFP) targets

master-metered-multifamily housing i = and

offers owners repayment on the master utility bill without the risk of service
disconnection_for a default of the EE loan payments.

21. 22 There is significant value in testing On-Bill Repaymentan on bill
repayment feature without shut-off indue to EE loan payment default in the
multifamily building environment.

| Leifarile builds : '
22. 23- Energy Audits for participating multi-family buildings with

completed EE projects will improve understanding of building science and
review contractor performance.

23. 24— The Investor Owned Utilities (IOUs) currently offer On-Bill

Financing (OBF) programs which provide no-interest loans to non-residential
customers for comprehensive EE projects; OBF_is a revolving loan fund that is
funded 100% by ratepayers.

24, 25- OBF funds have been concentrated in single end use lighting
measures.

25. 26— On-Bill Repayment (OBR) as a pilot feature/program allows a
businessnon- residential customer to repay acertain third party EE leanloans or
leaseleases on the utility bill.

26. The primary purpose of the OBR pilot programs is to test whether
-112 -
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OBR

combines traditional utility eensumptionservices and EE loan repayments

into a single bill payment, can overcome lending barriers in the
non-residential sector, and attract large pools of accessible, more attractive,

private capital to EE markets.

27. meter Transferability of the underlying debt obligation to

nt consentin nts (“with th mer’s meter”), upon
change of building ownership and/or tenancy, is central to the appeal of
OBR.

28. CEs, alone and in conjunction with OBR, provide a reasonable
mechanism

29, _CEs i . : th-OBR, ¥ Bl
mechanism to test expansion of EE capital into the small

business sector.

30- CEs are nec;ess.ar%l. ferduring a transitional period i to
educate financial institutions about the value of OBR in improving investment
performance.
29. 31~ The small size of the OBR projects makes them too sensitive to
charge financial institutions fees to cover initial program implementation
costs during 2013-2014; limited EE funds have already been authorized for this

purpose.

30. 32- Collection of relevant and publicly sharable data about the
potential value of OBR as an EE market incentive_(subject to privacy

considerations), is essential for marketing, education and marketingoutreach
(ME&OQ) efforts, and to energize EE contractors.

31. 33— The Small Business OBR with CE pilot program is targeted

to small business customers, as defined by the United States Small
Busi \dministration.
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32. 34— The Small Business Sector OBR Lease Providers pilot program
with CE is targeted to small business customers.

33. 35- The On-Bill Repayment Pilot Program without Credit
Enhancements provides an opportunity to evaluate OBR as a single feature.

36— The EEEECHEEF is designed to b an inforn.lation technology
(IT)-driven platform managed to support the core processes and functions
that track CEs and OBR, and to collect data so as to facilitate the_appropriate
flow of funds, information and data, among IOUs, financial institutions (FI),
the Commission and others.

35. 37- The Master Servicer (MS) role for the EEFECHEEEF is to serve as
an-EEFEa CHEEF agent

to provide CE fund flow management, oversight, instructions, and reporting.
36. 38- Data collection, subject to privacy considerations, is essential to-

be-abletofor the Commission to be able to test the value of various features of

raft R rtin rch 201 ndin ion of thi ision horizin

37. 39- The IOUs have not fully complied with a prior Commission
order to propose a methodology to estimate incremental savings delivered
by the statewide financing programs towards their energy savings goals.

38. 40- Quality assurance and quality control are important program

elements for FIs and customers; data collection; and required reporting will

provide most of the information needed to assess whether program
participants, or the energy improvement projects, are sufficiently performing

their functions.
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10Us, CHEEF, and Master Servicer will need to coordinate [T systems to
allow for smooth flow of data regarding the ©BRauthorized programs.

40. 42 It is necessary for the IOUs to undertake IT upgrades to
implement the

OBR and EFLIC features of the authorized pilot programs.
41. 43— Generating demand through targeted marketingeducation
and-outreach-{ME&Oj is an essential activity for the authorized financing

programs to be successful.

0. In ord h low-to-mod : ‘dential

characteristics, project outcomes, and repayment results is an essential function

of the EEEECHEEF.
44, 45- Commission oversight-will-be-eritical-to-protecting, adequate

W@m the integrity of ratepayer funds allocated

to support EE financing programs.

46. 46- It would advance the Commission’s Energy Efficiency financing
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goals for BayREN to implement a multi-family financing program which would
provide a capital contribution to the loan of up to $5,000 per unit for EE
improvements because it is complementary to the multi-family financing pilot
authorized in this decision.
Conclusions of Law

1. Itis in the public interest to establish a process and mechanism to ensure-

thepromote the expansi
uptake of EE measures through successful outcome of the pilots.

It is reasonable for Cahforma Alternative Energy & Advanced Trans ortatlon
1nanc1n§ Author1t% £ TEA, part of the State Treasurer’ s Offlce F
assume the Energy f1c1ency Financing Entlty (EEEECHEEF) functions
2. Itis reasonable for CAEATFA to use ratepayer EE fmancmg pilot funds
allocated to the implementation of the EEFECHEEF, and for the staff and

technical resources required for CAEATFA to perform thesethe CHEEF

functions.

3. In order for CAEATFA to assume the EEEECHEEF function, the
Commission-must

implement th. horiz finan il rogram




7. 6= It is reasonable to utilize limited ratepayer funds for credit
enhancements {CEs}negeotiatedincluding those approved by the EEFECHEEFE
for-appreved pilot programs during the pilot period in order to test their

effectiveness in stimulating broader access to EE financing.

8. - It is reasonable for the EEFECHEEEF to open trust accounts at a-
nationalbankan appropriate financial institution in order to track, transfer,

and protect the integrity of ratepayer funds allocated to CEs; for committed

12. 8- Two types of CEs arereasenable-and-specifically authorized: Loan
Loss Reserve (LLLR) and

Reserve{ELR)-and-Debt Service Reserve Fund (DSRF).

13. 9- It is reasonable to require that authorized EE pilot program

financing qualifying for CEs must apply a minimum of 70% of the funding to
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Eligible EE Measures (EEEMs). Eor OBR without CEs, the 30% may include

10— It is reasgnable to authorize the Family-Direet Loan Program, includin
allocation of $25.0 m(lpllaon to ]f%,m [ eLoss Reserve, to 1mp rovégresu'ien tial &
customer access to Tocal'and regional financial products with

enhanced terms.

5 24 Thered , , — bl :

16. 12- It is reasonable to authorize up to $1 million for the EFLIC
sub-pilot program for implementation in asingle JOUPacific Gas and
Electric Company’s territory, primarily in conjunction with the SEREP-

feature without shut- off non-payment of EE financing, for_substantially
master-metered affordable multifamily buildings, and provides: (1) that the OBR

feature will be by agreement;.and supported by tariff; (2) Net Bill Neutrality is

an objective, not a requirement; and (3) the use of a DSREF is the primary CE.

18. 14— It is reasonable to authorize a total of $2.9 million in ratepayer
funds to implement the MMMFP and provide limited support for post-project
technical assistance and Energy Audits.
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19. 15- It is reasonable to modify the OBF program so that single end

use lighting measures shall comprise no more than 20% of total project costs for

business customers, excluding institutional customers.

Transferagbility of an On-Bill Repayment (OBR) obligation can b achieved
through the use ot written agreements and a tarltt 1e required
principles. underlt%ln%t e transferability of Jprocess are (1)
enforceability of 1nanc1n1g ag reernent and O R tar1 tf; (2 enforceab1l1ty of
the written consent of the uti ty customer subject to the OBR provisions to the
maximum extent feasible; (3) the OBR program does not run afoul of federal
bankrutptc y law; and-(4) that the OBR program does not run afoul of California
proper y law-

20. 19- It is reasonable that the OBR program shall include

non-residential shut- off in conformity with Commission-approved shut off

protocols in place at the time for each utility.

20, Tt bl o furthor C . : A1l
e il : : : de rollout
21. 21— It is reasonable for the IOUs to not charge fees to participating
FIs for the O

22. 22— The United States Small Business Administration def1n1t10ns

of “small business” [13 C.F.R. 121} are a reasonable definition to apply to the
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two authorized non-residential pilot programs targeting “small businesses.”

23. 23— It is reasonable to authorize the Small Business Sector OBR pilot
program with CE as described in Section 5.3, including a cap of $200,000 on CE
value per loan.

24. 24 It reasonable to authorize aan off-bill and on-bill Small Business
Sector-OBR Lease Providers

Lease Providers pilot program with CE as described in Section 5.4.
25. 25- It is reasonable to allocate a total of $14.0 million from
previously authorized funds to implement the two non-residential EE

financing pilots targeted to small businesses: Small Business Sector OBR

with CE and Small Business Sector-OBR Lease Providers with CE.

26. 26— There is insufficient evidence in the record to establish a need
for credit enhancements to support Energy Efficiency financing for medium
and large businesses.

27. 27 The OBR Pilot Program without CEs, as described in section 5.5,
isa
reasonable means to test offering innovative EE financing products to

all-non- residential customers.

28. 28~ No ratepayer funds, other than the implementation and servicing
costs should be allocated to-suppertereditenhancementsfor the OBR Pilot
Pregrampilot program without CEs.

29. 29- For non-residential OBR customers, IOUs shall apply their
existing practices under OBF for application of partial payments and may follow
Commission- approved disconnection procedures to obtain delinquent
payments.

30. 30— The EEEECommission has a duty to ratepayers to ensure the
proper and approved uses of utility ratepayer funds, including theby mutual
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agreement with CAEATFA for

provision of a reliable and transparent conduit
for transfer of ratepayer payments from the IOUs to the lenders, and
maintenance of managed pooled credit enhancement funds through a-trust
aeeountaccounts.
31. 31 It is reasonable for the EEEECHEEF to contract with a Master
Servicer, as described in section 6.2, to perform the primary functions of fund
management, financial product/ borrower data management, and OBR billing

and collections procedures.

32. 32- It is reasonable for each IOU to be authorized to directly contract

33. It is reasonable for the IOUs to immediately begin to develop
information for an EE financing database which includes and complements

previously ordered data collection.

34. The EE finance data collected should be stored by the CHEEF in a

ntraliz Finan for th nefit of r r

Finan rking Gr inform hi ision

33— The re ulred data sl‘i uld be ¢ Illlefted ina care ul and com rehen ive manner
to ensure t e data are collected at t east cos - and
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37. 34— Itis reasonable for the IOUs, in conjunction with Energy

Division, to jointly develop a methodology to estimate incremental savings
delivered by the statewide financing programs towards their energy savings
goals, and to make a proposal for evaluation.

25 T bl : : o ol 4l

propeosed
38. Itisr nable to require an estim f the bill im f th
proposed energy efficiency project to be presented by the contractor to the

customer at the time they are making the commitment to thepreject-to-insure-
anhelp consumers make more informed decisiondecisions and reduce risk of
non-payment.

39. It is reasonable for the CHEEF to either adopt established minimum

standards for qualified contractors eligible to participate in the EE financing

pilot programs—Fer-purpeses-of-the piot programs,the EEEE shall ensure-that

institutions eligible to participate in the EE financing pilot programs.-Fex-
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42. 39- It is reasonable to phase in the IT infrastructure to coordinate

with the launch of the various pilot programs.

40 1t i ble t ire the 1O rk closely with each other and
CAE&%Igiist%neansﬁrg .§§§t%$co§1pagﬁifit(%§yv and a smo}cl)tiq transition to
e

CAEATFA’s assumptionundertaking of th E role.

43. 41— It is reasonable to require the IOUs to develop an updated

estimate of costs for the minimum IT system upgrades necessary to
implement the authorized EE financing pilot programs.

44, 42— It is reasonable to allocate up to $10 million of authorized EE
financing pilot funds for customized marketing;ME&O, as follows:
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47. Before th mmission horiz nv futur wide roll

M@ It is reasonable to authorize a process to

resolve any-problems and errors related to the managing of the flow of ratepayer

funds through the EEFECHEEF.

4& aad—t—he—l@@silg reason gl;lg fgri ggzgmmlgglgn LQ mgm;gm general
rsight of the implementation of th financing pil he | nd th

CHEEF through periodic reports on data collection and program performance,
Advice Letters, and PIPs.

50. 46— For all pilot programs, it is reasonable for the EEFECHEEF to
have flexibility,subjeetto-Commission-oversighttonegotiate with - Flsto_to_
develop rules for Fls participation which achieve basic minimum standards for

loan terms and underwriting criteria, while maximizing the leverage of ratepayer

monies.
51. 47— Any other rebates and incentives for which the customer is
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eligible shall be applied by the Utility, but CEs will apply only to the portion of

financing net of such rebates and incentives.

52. 48- It is reasonable to authorize $2 million from reserved funding for
BayREN

to implement the Multi-Family Capital Advance Program.
53. 49- It is reasonable to deny funding at this time for the BayREN

Single Family LLR pilot ($3.825 million) and SoCalREN’s proposed Multi-Family
LLR pilot. ($3-2751.5 million) and orders the refund efthesefunds-to ratepayers

IT IS ORDERED that:
1. A total of $57-965.9 million from the $75.2 million authorized 2013-2014
Energy Efficiency (EE) funds for Southern California Edison Company, Pacific

Gas and Electric Company, Southern California Gas Company, and San Diego
Gas & Electric Company (collectively “IOUs”) shall be allocated and used to
establish and implement the Energy Efficiency financing pilot programs
authorized in this decision-, as follows:

a.  Haeh1OUThe IOUs shall prempthyrelease to the California Hub for

Energy-Etficieney
Efficiency Financing Entity(EEEE(CHEEF):

i.  Up to $5 million from EE funds as necessary costs
are documented and invoiced to fund the start-up
function of the EEEECHEEEF, including the Master
Servicer functions;
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funds for authorized EE Financing Pilots:
ii. #-Up to $28-9-millienfrem EEfunds-as2b million
de all | for the Sinele Family I
Program for funded loans as they are documented

and invoiced for credit enhancements for_the

residential pilot programs authorized in this
decision;-ane

decision;

iv. 1 million to Pacifi nd Electri mpan
for impl . ( the E Fi Line I
Charge pilot;

v. #Up to $14 million from EE funds asfor funded.

financing as they are documented and invoiced for

credit enhancements for non-residential pilot
programs authorized in this decision;
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2. Southern California Gas Company, in coordination with the IOUs, shall
2. -SeuthernCalifornia-Gas Cempany-shall-consult and coordinate with

California Alternative Energy & Advanced Transportation Financing Authority

(CAEATFA) in allsignificant aspects of pilot infrastructure and program
implementation-until, as requested by CAEATFA, before and after it is
authorized and capable of taking over the California Hub for Energy Efficiency
Financing Entity-functions.
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3. b—withinthirty- (30)-davs-of the date-of this-decisionfile by Tier 2 Adviee

LetteranEnergy Efticieney Finanecing Entity (EEFE) Start-up Program-
o] ion Plan (PP} The EEEE PIP shall inchude the £ |
et i A lix E.and deforAt 1l I ity 1]
E ive Di ( the C .. hall take all bl L

the development of an-interageney agreement between the Commission and
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n AL/ S

by California Alternative Energy & Advanced Transportation Financing

Authority to fm-plemeﬂt—tk&sdee}s}e&at—theea%hest—pess%le
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| Advicol o T Division and . : o lint i thi
proeceeding:

6. 7- Within ninetysixty (9960) days of the date of this decision, Southern
California Edison Company, Pacific Gas and Electric Company, Southern

California Gas Company, and San Diego Gas & Electric Company shall each
make publicly available a list of Eligible Energy Efficiency Measures,

including on the utility’s website.

the I0OUs shall file a PIP for the “Fast Track” pilots (i.e.,
Sinele Family I p (£-bill Small Busi

Pilot); b) The I hall consult with financial
Y E Divisi | California Al .

ner Advanced Transportation Financing Authori
B elinenfor bansfes of the e Development pots (o,
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hern Californi mpany, an n Di Electri mpan

llectively “1 ") shall i lifornia Alternati ner A n

i 1 1 1 1 Energy Efficien

Financing full rational in 2014. Within ninetv (90 f th f thi

9. —Southern California Edison Company, Pacific Gas and Electric
Company, Southern California Gas Company, and San Diego Gas & Electric
Company (collectively “IOUs”) shall modify their On-Bill Financing (OBF)
programs so that single end use lighting measures shall comprise no more than
20% of total project costs for business customers, excluding institutional
customers. No later than sixty (60) days after this decision is issued, the IOUs
shall submit a joint Tier

2 Advice Letter which identifies new, emerging lighting equipment which may be
excluded from the 20% calculation due to their technologically-higher efficiencies

and frequently higher initial costs, and amend the statewide OBF program
implementation plan.
10. California Edison Company, Pacific Gas and Electric Company,
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e any other complementary and reasonable mechanisms
to achieve and enforce transferability (e.g., due on sale if

no consent);
. ili i i i r r
for OBF, including h h re trigger n
executed; and
. f the utility’ rrent OBF mechanism for
1 ] ial

11. B mber 201 he | hall jointlv or indivi v fil

hi he program Is. Th mmission will revi he pr BR
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Energv Division and financial institution

13. 10- Southern California Edison Company, Pacific Gas and Electric

Company, Southern California Gas Company, and San Diego Gas & Electric
Company (collectively “IOUs") and-Energy Etficieney Einaneing Entity (EEEE)-

2) ] PrO8 ..
. ., & 1 1. & )
finalize the d & Is for EE Fi t { initi ;1
EE Finance database as set forth in Appendix D.
b) To the extent that the Commission adopts privacy
] L. ards in Rul King 08-
12-009 applicable to the EE Finance Database, the EE
Finan Final Report shall nsistent with th

protocols and standards;

o) _Southern California Gas Company shall ensure that the

N’l Tier 1 Advice I by D ber 15, 2013 and
-133 -
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Lon ) list for 1 lidated
proceedings; and

b . : :
Efle“] agreement of pr Ei rreens Ei i th]e c Ef" e *ﬁleelnsisgtf?t

14. 12~ As part of the authorized Energy Efficiency Financing pilot
programs, Southern California Edison Company, Pacific Gas and Electric
Company, Southern California Gas Company, and San Diego Gas & Electric
Company shall work with Einaneialnstitationsand-thefinancial institutions
and California Alternative Energy Efficieney& Advanced Transportation
Financing EntityAuthority to collect, organize, and make public the information
identified in Appendix D, consistent with the EE Finance Data Working Group.

15. 13—No later than December 1, 2013, Southern California Edison
Company, Pacific Gas and Electric Company, Southern California Gas Company,
and San Diego Gas & Electric Company (collectively “IOUs”) shall-each-ox-

in] it by Tier 2 Advicel heir devel .. id |
-134 -
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- collahoration with stakehold hidl ides their jointly proposed

methodology to estimate incremental savings delivered by the statewide

financing programs towards their energy savings goals, and a proposal for

evaluation, including what data the pilot programs would need to collect

16. Southern California Edison Company, Pacific Gas and Electric
Company, Southern California Gas Company, and San Diego Gas & Electric
Company shall take all reasonable steps to incorporate necessary Information
Technology (IT) changes for the Energy Efficiency financing pilots with other
scheduled and funded IT projects in order to achieve available economies and

efficiencies.

17. Within ninetythirty (90)-days-ofthe-date-of this-deecision30) days of

California Edison Company, Pacific Gas and Electric Company, Southern

California Gas Company, and San Diego Gas & Electric Company shall each file
a Tier 2 Advice Letter supporting an updated estimate

of the Information Technology (IT) changes necessary to implement On-Bill
Repayment and other features of the authorized pilots, and serve the revised

estimate on the service list for this proceeding. The Advice Letter shall include
-135 -
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information about economies achieved by integrating these upgrades with
previously funded and scheduled IT capital projects.

a. Total allocations approved as a result of the Advice

Letters maynotexceed-$8-millionshall be limi
IT-related ) hol licabl
ministration of th Finan il nd rel
llection. If an JIOU funds | 1
allocations set forth in Section 12 for Information
Technology (Line 6b), then the amounts must be

r fficien mentation an lanation

on-bill repayment servicing dispute which they have been unable to firstresolve
directly with an IOU or FI, may<contactthe EEEEto-seekinvestigationand-
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as needed. Dlsputes mvolvmg the conduct of any FI or contractor shall be referred
to the appropriate regulatory agencies.
19. Southern California Gas Company, on behalf of California
Alternative

Défici K ino Entity (EEEE behalé of CaliforniaAl .
Energy & Advanced Transportation Financing Authority (CAEATFA), is

responsible for ensuring that all reports, Advice Letters, and Program

Implementation Plans{2Hs) required of the EEEECHEEF or in
consultation with the CHEEEF, are properly submitted during the pilot

period in accord with the requirements set forth in this decision.

21. 20- Beginning Oeteber]anuary 31, 2643,2014, the_California Hub for
Energy Efficiency Financing Entity (EEEE(CHEEF), in conjunction with
Southern California Edison Company, Pacific Gas and Electric Company,
Southern California Gas Company, and San Diego Gas & Electric Company.
(IOUs), shall file and serve a Seeend-Quarter2033-Fourth Quarter 2013
Report, and quarterly reports thereafter through the pilot period, by pilot
program and on EEEECHEEF operational expenses.

a. The reports should notify the Commission of
implementation progress, including any previously
unidentified_and significant program details, and any
problems or obstacles encountered in the
implementation of the authorized programs.
DetailsInformation to be submitted weuldshould

include, but not be limited to:

-137 -
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* The platform and space within which EEFECHEEFE
functions take place;

* Accounts and account managers associated with EEEECHEEF; *
Database permission (and levels therein) criteria and platforms;

* Customer facing products (such as
websites/informational charts);
. T : C rari ] 1
. Pil :
and certain aggregate profile information about
borrowers, project purposes/scope, financed
amounts, etc.; and

* Overview of participating Financial Institutions.

22. Pacific Gas and FElectric Company shall release a total of $2 million
. i A i Cl i cl i C i

Southern California Gas Company (SoCalGas) and Southern California Edison
Company (SCE) shall refund a total of $5-15.325 million—:-$3.825 million for

BayREN's Single Family LLR pilot and $1.50 million ($1.275 million for SCE,

$0.225 million for SoCalGas) for SoCalREN’s Multi-Family LLR pilot,
respectively——toratepayers-within60-days-ef the-date-of this-deeision-. - Each
[OU shall 1 fit in 1 ified 1 e
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Modificntion of

this decision to determine which entity can best provide the CHEEF functions.

26. 22- Applications 12-07-001, 12-07-002, 12-07-003 and 12-07-004
remain-openare closed.

This order is effective today.

Dated , at San Francisco, California.

APPENDIX A
GUIDELINES FOR CREDIT ENHANCEMENTS

1. Loan Loss Reserve - is a fund in thea trust account established by the_
CHEEE
trustee-at a natienal-bank or financial institution, used to cover a portion of

loans in default..a. A LR of 10% means that that an amount
equivalent to

10% of each loan is transferred from an IOUs Holding
Account (fbo ratepayers) to the trust;LLR Pool Operating
(Trust) Account Trust Account, and a lender can recover a

negotiated value of that lender’s loan pool for any loan in
default. In other words, ratepayers put in the equivalent of
10% of each loan into reserve, but for any given loan, the
recoverable loss may exceed 10%.

2. Debt Service Reserve - is a fund in thea trust account established by the

trusteeCHEEF, used to cover individual monthly non-payments before

default of an entire loan is declared. This credit enhancement provides
lenders with the promise of prompt payment if a demand for money is made
(e.g., may pay within 24 hours).

a. A percentage of each loan is pooled with other DSR monies

from other loans_in a DSRF Pool Operating (Trust)

Account. “Percentage of overall pool of loans covered by
the DSREF (i.e. 5% DSRF means that a lender can ultimately

-139 -
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recover up to 5% of the value of its loan pool - or any
individual loan - should the pool experience high loss
rates.” Borrowers “typically” must “re-pay” missed
principle and interest the DSRF covered; these “re-
payments” are transferred back to the fund. If customer
defaults, lender keeps the DSR monies received.

FLOW OF MONEY AND CREDIT ENHANCEMENTS

1. Pilot Program

Upon a financial institution’s approval of a loan, the EEEECHEEF will ensure that
Klgcgﬁ%?tlated equivalent CE funds are allocated within the IOUs Holding

a. Upon afi ialinstitution’s fundin of a loan,
EEEEthe funding of a financing transaction and noti
from the FI, the CHEEF will provide for the transfer of the
CE funds to the CE PeelOperating (Trust) Account.

b. b-Trustee will be a bank making payouts for loan loss
reserve or debt service reserve; will have a fiduciary duty
to both ratepayers and banks.

(END OF APPENDIX A)
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APPENDIX C
ON-BILL REPAYMENT TARIFF (Transferability)

Th mmission provi he followin idelines for consideration when

1. Financing Agreement Terms

a. For Existing Property Owners or Landlords and Existing Tenants:

The financing or leasing agreements could require
existing property owners to provide written consent to
the OBR program terms and conditions via a stand-
alone agreement or as a term of the financing or leasing
agreement; and could require existing landlords to
obtain written consent from existing tenants via a lease
amendment or separate agreement.

b.  For Subsequent Property Owners or Landlords and
Subsequent Tenants:

The financing or leasing agreements could require
subsequent property owners to provide written consent
to the OBR program terms and conditions (including
obtaining written consent from subsequent tenants) via
a stand-alone agreement or a deed restriction or other
form; and could require subsequent property owners or
landlords to obtain written consent from subsequent
tenants via a term of the lease agreement or a separate
agreement.




c. & Substance of Written
Consent:

The written consent, whether achieved as a part of the financing or
leasing agreement, a part of the lease agreement, or by a separate
agreement or lease amendment, could include:

* Notice of subjugation of meter(s) to OBR tariff and of
financing or leasing agreement, including notice of
parties’ rights, obligations, and liabilities.

* A referral to, or copy of, the most recent OBR tariff,
qualifying that the OBR Tariff may change per
CPUC order or directive.

* An explanation of the obligations and liabilities the
tenant is assuming, e.g., that a portion of the utility
bill payment goes toward paying for financed EE
improvements and that the utility customer of
record is responsible for both utility payment and
repayment obligation.

* Notice that partial payment of utility bill will result
in allocation of payment between amount owed to
utility and amount owed to FL

* Notice that, in the event of nonpayment or partial
payment of utility bill, the tenant may have utility
service shut off under the same terms and conditions
as provided in the IOU tariff for nonpayment.

* Precise language required in lease or rental
agreements.

. End date of loan repayment obligation associated with the meter, and/or
approximate remaining baldnce owed on loan.

* Agreement by tenant authorizing utility or other
retail energy supplier to allow EFEE and/or Master

- 0.
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Servicer to collect data on energy use, subject to
applicable privacy requirements.

2. OBR Tariff

Theln additi | ) forth in Section 5.2.2.1 of tl
Decision, the IOUs andEEEE-could include the following provisions in the

proposed OBR tariff:

a.  Name of Tariff (to ensure uniformity across IOUs);

b. Specification of the notice requirement to ensure
subsequent owners are notified (e.g., recording the
financing agreement and OBR tariff obligation at the

Recorder’s/ Assessor’s Office)_c. Specification of the
1 it ] 1d be i 1

i. Language for lease provision or separate consent
from tenant.

ii. Language for agreement from current tenants (in
the form of, e.g., supplement or amendment to lease
agreement, or separate consent form)

d. A ratebill impact illustration, so that current or
prospective subsequent tenants can see estimated
monthly utility ratesbills and repayment amounts.

e. Translation of the notice, written consent, or OBR tariff
into in a reasonable range of languages spoken by
non-English- speaking customers of IOUs.

f. Specification of the obligations, rights, and liabilities of the
FI or equipment lessor, of the property owner or landlord,
and of the tenant in the event that written consent and
other requirements of the OBR program are not




3. Notice to Subsequent Owners and to Tenants

The IOLI | CEEE i thei ationsDuring thei ltati hil
developing the OBR tariff, the IOUs are encouraged to consider the means of

providing notice to subsequent property owners and landlords as a means of
ensuring the maximum enforceability of the OBR program against the
subsequent property owners and landlords, and providing notice of subsequent
tenants to ensure, to the maximum extent feasible, the enforceability of the OBR
program against and of the written consent of subsequent tenants. Such notice
requirements maycould include:

a. To achieve notice to subsequent property owners,
recording notice of the financing or leasing agreement at
County Recorders” or Assessors’ Offices. For example, the
Recorder’s Document Reference and Indexing Manual
(2008), published by the County Recorder’s Association of
California, provides the list of documents - by title - that
all Recorder’s Offices in the state will accept for filing, as
long as certain requirements are met. Notice of the OBR
obligation associated with the meter on the property can
be effected by filing a document entitled “Agreement” at
the Recorder’s Office and meeting certain procedural
requirements (e.g., the notice of agreement succinctly
describing the agreement and providing the address
(and/or Assessor’s Parcel Number) of the property with
which the notice and agreement are concerned, with the
notice signed by the FI and owner and be notarized). The
recommended contents of notice are specified below.

b. To achieve notice to current tenants at the time financing is
undertaken, a form of consent from current tenants could
be required, and whether by a lease amendment or
separate consent form, as discussed above.

To achieve notice to subsequent tenants, a form of consent via a term of the lease
agreement or separate agreement, as discussed above.




(END OF APPENDIX C)
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APPENDIX D

DATA COLLECTION PROJECT AND PARTICIPANT DATA

L Completion of the Fi Data Working G

o Revi he fields of d T lecti if
hev fit with authoriz il

Determine how to aggregate the data, or otherwise make it

public

10Us in conjunction with CAEATFA finalize consent forms

E

v What format should everyone use? (e.g. Excel)
v How should the data manager store individual data?
) . . 9
;l ; 4 identifier? . hould

v What will the data transfer look like?

o Identify matters that must be deferred for the Data Manager and/or
M Servi 1 2014

2. Schedule for finalizing the Finance Data Working
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3) Projected . Ll . |
of retrofits:
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8 Actual o bl e ] ] ]
ofretrofits.

5) . ) ) ,.
i it ) ; its ete. f
f ;;EEIEZ'I ] ki lated he LSA
and contracts with the IOUs
6) Contractorwhopertormed-thewerk:
v .. )
.. ¥. : i é_
; | I ;1 1 he EE. Fi jatal
the EE Finance DWG Final Report shall be consistent with those
protocols and standards

Lender/sand-othersources-ot funding for theloan:
Maturity-date-ofHoan:
(END OF APPENDIX D)
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APPENDIX E

OUALHCATION-OFEINANCIAL-
INSTIFUTIONS-LENDER SERVICE

AGREEMENTS (LSA)

| nder Service Agreemen A lifv financial

institutions (FIs). Generally, LSAs will require financial institutions to conform

with the terms of the pilot program in which they are participating and
establish-any additional requlrements fe}a%ed—te—ﬂ%e—&se—ef—ereé&t—eﬁhaﬁeemeﬁt—
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likel n r
. ien of horiz redit enhancement str r maximiz
lever fr r funds;
. ien of authorized residential credit enhancement str r

e = Pessess-a-minimum ereditrating-standards for financing products;
K A Linotibuti 1 be abl : Uil . o

) -~ Managementmanagement and transfer of credit enhancements

(particularly loan loss reserves);
Rewi | Lof et 1 L
+» Leneth-of time to-executeagreements:
rms and conditions for nd replenishment of fun

| Jefinit] ¢ default, collect] 1 reiml
FEinancialHnstitations-should-also-be required-to-demonstrate how

credit enhancements will expand customer access or improve

interest rates or terms
) I L
MM&
ndardiz llection and sharin ith CAEATFA
use of alternative underwriting criteria (e.g., utility bill payment
historv);
. grounds or process to terminate a financial institutions” participation

in the pil nd i i e
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not to continue the pilot program;
i r he integri f the CE fun

(END OF APPENDIX E)
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APPENDIX F

THE EEEECHEEF PROGRAM IMPLEMENTATION PLAN

The PH-for-the EEFE shall-include-the following:draft Implementation Plan
bmitted by the Joint Utilities in Openi

16, 201 rksh identified manv of the following program f r hin

1. Competitive solicitation/ RFP process for-anEEFE-
Manager, a Master Servicer, lease originators, and other
technical assistance as identified (e.g,, information

technology, financial, data management)

2. Creation of an IT -driven platform designed to support the
core processes and functions that make OBR possible.and
il i llecti

3.  Development of procedures for various EEEECHEEF
responsibilities
a)  For all financing types:

(i) Approval of forms and protocols for data
transfer between utilities and FIs, as proposed
by Master Servicer

(ii) Development of

SEAsLSAs b) For OBR:
i) Approveplacementottinancineon
utilitybillManage, with Master Servicer
input, the

Gy R o kil o di . 1
withHs

nput-the process for transmission of
information between utilities and Fls

4. Develop standards for approving FIs for pilot
participation and for objective evaluation of FI

qualifications-based-en-established-proetoeols
5. DevelooWork with M Servi C . 1 1
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protocols for collectlon of energy project, customer energy
use, and borrower financial data, for sharing of data, and
for third party access to aggregated, anonymous data;-

6. Develop framework for type and frequency of reporting to
EEEECHEFEF by wutilities|OUs and Fls; ensure quarterly
information reports on pilots” progress by EEEECHEEF to
Commission threughtier 2Z-Advice Letter orothermeans-
as-clireetedas requested by Energy Division.

Division.

I Lici 1 sl £ . P &
8-8. Coordinate with existing customer and

contractor- facing tools such as Energy Upgrade
California

N

9. Provide a mechanism to make minor, mid-course
modifications to the pilot programs as needed to better
meet the individual objectives of a particular program;
material and/or substantive changes to pilot programs
should be authorized by Assigned
CommisisenerCommissioner Ruling, if needed

10. Develop a proposed start-up budget, not to exceed $45
million for 2013-2014 for all EEEECHEEF administrative
costs, including contract agents such as the MS

(END OF APPENDIX F)
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Defined Abbreviations:

CE- Credit enhancement

PUC- California Publi iliti mmission
DGS- lifornia) D rtment of neral Servi
EEFE. E Effici i inq Enti

i - . . |
Fl- Financial institution I1AA- Inter-Agency







OBE- On Bill Financing

BR- On Bill R

men

hern liforni

_Singl i

meli bols;

N
L
S

Milestone
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ion of high-level project pl
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