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SUBJECT: OCTOBER 2012 PROGRESS REPORT ON ENERGY EFFICIENCY AND
RENEWABLE ENERGY ACTIVITIES

RECOMMENDATION

Accept the quarterly update on the City’s Strategic Energy Action Plan.

OUTCOME

This report will inform the Committee on the progress of the City’s energy efficiency and
renewable energy activities as outlined in the adopted 2010 Strategic Energy Action Plan.

BACKGROUND

The City of San José (City) has long been a leader in innovative environmental programs. With
Council adoption of the Green Vision in 2007 and subsequent direction from Council to
implement municipal energy efficiency and renewable energy initiatives, the City has developed
specific and aggressive goals related to the use of energy and renewables. The Strategic Energy
Action Plan was adopted by Council in June of 2010. The initial set of goals focused on the built
environment and identified strategies and tactics for achieving the energy and renewable goals of
the City’s adopted Green Vision: Specifically, Green Vision Goals 2 and 3, reducing energy use
by 50 percent per capita and receiving 100 percent of electricity from renewable sources,
respectively. The Strategic Energy Action Plan activities also support other Green Vision Goals,
including clean tech jobs (Goal 1), green buildings (Goal 4), zero waste to the landfill (Goal 5),
and zero-emission streetlights (Goal 9).
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ANALYSIS

The City’s municipal and community energy efficiency and renewable energy programs are led
by the Environmental Services Department (ESD) and Public Works in collaboration with an
Interdepartmental Energy Team comprised of numerous City departments. Progress on the
Strategic Energy Action Plan can be found in Attachment 1. The City’s activities since the last
quarter are discussed below.

Municipal Energy and Solar Program

Energy Efficiency and Conservation Block Grant (EECBG) ($8,800,000 allocation)
Municipal Energy Efficiency Program ($4,700,000): There are five energy audits and ten
efficiency projects currently underway this quarter which are anticipated to generate an on-
going savings of $58,000 per fiscal year. All-identified projects are currently on track to be
completed by the end of the grant.

In anticipation of the Energy Efficiency Provider described below, staff had in depth audits
conducted for three City facilities. The goal of these audits was to help understand the scope of
prospective work and prepare for the projects following the conclusion of the RFP. The audits
identified only minimal energy savings projects at the facilities identified. Further exploration
with the company successful in the RFP will be necessary, however this may be an indicator of
limitations in the scope of this effort.

LED Streetlights Program (32,000,000); City staff anticipates the EECBG funded LED “smart”
streetlights, currently estimated at 1,100, will have been installed through this reporting quarter.
Installations are occurring on 25 major roadways across the City in all Council Districts. For a
complete list of locations, please visit the Department of Transportation’s website.

Municipal Solar Program ($2,100,000): Staff issued the Notices to Proceed with design for four
additional sites, Alum Rock Library, Pearl Avenue Library, Tully Community Library/Ballfield,
and Willow Glen Community & Senior Center. These projects will result in approximately
500kW of solar and $900,000 in energy cost savings over the 20 year purchase agreement term.
Staff will continue to work to install solar at additional municipal sites that are feasible before
the end of the EECBG term. To date, four installations have been completed.

Energy Efficiency Provider: With the EECBG funding ending in December 2012, staff has been
working to identify opportunities to continue energy efficiency beyond the end of the year. To
assist in this effort, the City issued an RFP in July to solicit proposals for an Energy Efficiency
Provider which could identify and implement additional energy efficiency projects on municipal
facilities for very little, if any, up-front/capital cost to the City. Energy efficiency contracting
brings the focused expertise of companies with the capability to provide full analysis,
construction, and even financing options.
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The goals as described in the RFP are to:
1) Develop and implement new energy efficiency conservation measures on City
facilities; and
2) Use savings from the energy efficiency measures to convert additional streetlights to
“smart” LEDs.

Proposals were due August 9, 2012 and are currently being evaluated. Staff anticipates brmgmg
a recommendation to Council for consideration in late October.

Municipal Program Changes

In July 2012, the Municipal Energy and Green Building programs moved from ESD to Public
Works. This new alignment will allow for more streamlined communication and coordination on
activities related to energy efficiency projects and green building efforts on City facilities.
Semi-annual energy updates will continue to be jointly coordinated through ESD and Public
Works. :

Community Energy & Solar Programs

Silicon Valley Energy Watch (39,650,000 allocation)

The City administers the Silicon Valley Energy Watch program (SVEW), a partnership with
PG&E to deliver energy efficiency services, outreach, and policy coordination to multiple
customer sectors across Santa Clara County. The current 3-year funding cycle ends December
31, 2012. Staff fully anticipates that the program will continue based on the final direction from
the California Public Utilities Commission (CPUC) issued in May 2012.

The investor-owned utilities (IOUs) submitted their energy efficiency portfolio plans to the
CPUC on July 2, 2012. The CPUC is reviewing these plans and will ultimately approve a
portfolio of energy efficiency programs and measures for 2013-2014 later this year. Once the
final approval is given by the CPUC, the City will then enter into negotiations with PG&E to
continue the Silicon Valley Energy Watch Program. A final decision is anticipated in November
2012.

Based on past experiences, it is anticipated that contract negotiations and Council approval will
take an additional 6-8 months from the date the CPUC issues its final portfolio approval to the
IOUs. City staff is anticipating a funding gap in the early part of calendar year 2013 as the City
and PG&E finalize an agreement, however, staff is also working to identify temporary funding
solutions so that the work can continue during contract negotiations. If a temporary funding
solution is not agreed upon, the SVEW program would stop until an agreement is executed with
PG&E.
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Table 4. Estimated City Contracting Timeline w/ PG&E

Steps Est. Timeline
CPUC Final Portfolio Approval October/November 2012
Negotiate Agreement w/ PG&E November 2012 - March 2013
Council Approval of Agreement April 2013

SVEW concluded its Moderate Income Direct Install (MIDI) program in June 2012, which
provided home energy audits, measure installation, and in-home education to low-moderate
income residents. The program served 1,678 homes resulting in $75,000 in overall utility bill
savings. SVEW anticipates having new funds when the program cycle begins again in 2013.

Green Energy Match- Early last fiscal year, the City implemented an innovative Demonstration
Partnership with a local clean energy company, WattzOn, to pioneer an approach that directly
links residential energy savings to local economic development. Dubbed Green Energy Match,
(GEM) the pilot began operating in Willow Glen, Evergreen, and Hillview/TOCKNA in close
coordination with multiple City and community initiatives. Participating residents receive
tailored information on how they can reduce their energy consumption, and savings are rewarded
each month with coupons to local merchants. Due to the initial success and the need for a larger
data set in order to better quantify results, GEM was expanded city-wide beginning July 1, 2012.
There are now over 600 participants in the program.

SVEW In-home Business Program — In an effort to target new areas of energy savings, PG&E
and SVEW will be launching an In-home Business pilot program in October. Dubbed SVEW
HomeBiz, this new effort will serve licensed businesses operating out of primary residences
within the County. No utility energy efficiency program in the State has ever been able to serve
this customer segment and San José alone may have several thousand such businesses. SVEW is
working with its existing partners to collect data and develop the program. A “soft launch” is
anticipated in October 2012, with a full program launch anticipated in First Quarter 2013. -
Program partner, Ecology Action will be directly administering the program and is not subject to
the same funding arrangement that SVEW has with PG&E.

Better Buildings Program ($750,000 allocation)

The Better Buildings Program (BBP) will end September 30° 2012 and the partnership with the
City’s Housing Department to enhance their marketing and outreach efforts to promote the
Residential Rehab and Loan program has been a big success. As of August 1, 2012, 59 pre-
screening applications have been submitted, 24 have been inspected, 16 full loan and grant
applications have been submitted and 9 grants and loans have been approved, with 2 homes
receiving energy upgrades resulting in a minimum of 18 percent energy savings. Participants
have been able to rehab their homes with energy efficient and environmentally friendly products
in addition to making other needed repairs.

On July 19, 2012, BBP staff hosted a SolarThon with Grid Alternatives, a non-profit
organization and licensed contractor whose mission is to empower communities in need by
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providing renewable energy. Volunteers from corporations including AnswerLab, Aruba
Networks, Burnham Energy, Center for Employment Training, Enphase Energy, Google,
ProVoltz, Real Goods Solar, Salesforce.com, Sungevity, Sunpower, Verengo Solar, Wells Fargo,
and Yingli Solar, as well as the community, came together for a day long work party to install
residential solar systems on 13 homes in the Hillview-TOCKNA area of East San José. Over
their 30 year life span, the 13 solar systems will save over $450,000 for these low-income
families while preventing over 1,500 tons of carbon emissions. This is the equivalent of taking
over 300 cars off the road for one year.

By closure of the pilot program, BBP expects to achieve 250 energy upgrades, from all partners
, within the Hillview TOCKNA community, with 45 of these home upgrades meeting our goal of
45 and thereby achieving the grant requirements.

Solar

Solar America Cities Grant ($1,300,000)

In late March, the Department of Energy (DOE) notified the City that it was extending the initial
term of the grant, January 2010 through December 2011, by six months to end June 30, 2012.
This would allow the City to spend down the approximately $288,000 in remaining funds. DOE
directed the City to develop a solar permit incentive program to help accelerate widespread
adoption of solar technology.

The solar incentive program appears has been successful. Since the incentive was announced in
early May, 229 solar permits were issued. The breakdown includes 228 residential and 1
commercial permits. Between January 1 and June 30, 2012, a total of 626 solar permits were
issued throughout San Jose.

Property Assessed Clean Energy (PACE)

At the June 2012 T&E Meeting, staff provided a status report on the City’s efforts to develop a
commercial Property Assessed Clean Energy (PACE) Program in partnership with the County of
Santa Clara, A PACE program would essentially allow property owners to finance energy
efficiency or solar energy projects through their property tax bill.

In late fall 2012, after the CPUC approves its Final Decision on the 2013-2014 State-wide energy
efficiency programs County of Santa Clara staff will be recommending to the County Board of
Supervisors that an RFQ be issued. County staff will return to the Board of Supervisors with a
recommended set of qualified vendors. The final decision from the CPUC could have an impact
on a variety of funding scenarios. Staff is continuing to recommend that the City continue
conversations with the County on this regional effort. Developing a PACE program at the
regional level would require significantly less work on the part of City staff and would address a
broader approach to investments in energy efficiency and solar projects.
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PUBLIC OUTREACH/INTEREST

D Criteria I: Requires Council action on the use of public funds equal to $1 million or

greater. (Required: Website Posting)

D Criteria 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-

mail and Website Posting)

D Criteria 3: Consideration of proposed changes to service delivery, programs, staffing that
may have impacts to community services and have been identified by staff, Council or a
Community group that requires special outreach. (Required: E-mail, Website Posting,
Community Meetings, Notice in appropriate newspapers)

This recommendation does not meet any of the criteria listed above. Staff has coordinated with
key stakeholders in the development of this report.

COORDINATION

This memorandum has been coordinated with the City Manager’s Budget Office, Finance

Department and the City Attorney.

COST IMPLICATIONS

More than 80 percent of the City’s municipal and 100 percent of the community energy activities
are funded through various federal, state, or utility grants and contracts. The remaining energy

grants will end December 2012.

ENERGY PROGRAM AMOUNT | TERMINATION GRANT FUNDED
GRANT STAFF
DOE/Better Buildings Program $750,000 | September 2012 ESD-4
DOE/Local Energy Assurance $299,983 | November 2012 ESD-1
Planning
DOE/EECBG $8,840,600 | December 2012 ESD-2
PW-2
FIN-1
CAO-0.5
PG&E/SVEW and Innovator $1,747,035 | December 2012 ESD-2
Pilot

As a part of the FY12-13 Adopted Budget, the first five years of savings achieved as a result of
the municipal retrofit projects will be transferred to the City’s Energy Fund and used to support
the City’s Energy Officer and additional energy improvements at municipal sites. As described
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earlier in this memo, staff is working to procure an Energy Efficiency Provider to continue
energy efficiency improvements on City facilities beyond the end the EECBG grant in December
2012. Staff anticipates bringing a recommendation to Council for consideration in late October.

CEQA

Not a project, File No. PP10-069 (a) staff report that involves no approvals of any City actions.

/s/ /s/
DAVID SYKES KERRIE ROMANOW
Director, Public Works ' Director, Environmental Services

For questions please contact Michael Foster, Acting Environmental Services Program Manager,
at (408) 975-2601.

Attachment: Third Quarter Status Report on Strategic Energy Plan
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