City Council

REGULAR MEETING AGENDA

Date: 8/31/2021
Ty oF Time: 5:00 p.m.
MENLO PARK Location: Zoom.us/join — ID# 998 8073 4930

NOVEL CORONAVIRUS, COVID-19, EMERGENCY ADVISORY NOTICE

On March 19, 2020, the Governor ordered a statewide stay-at-home order calling on all individuals living in
the State of California to stay at home or at their place of residence to slow the spread of the COVID-19
virus. Additionally, the Governor has temporarily suspended certain requirements of the Brown Act. For the
duration of the shelter in place order, the following public meeting protocols will apply.

Teleconference meeting: All members of the City Council, city staff, applicants, and members of the public
will be participating by teleconference. To promote social distancing while allowing essential governmental
functions to continue, the Governor has temporarily waived portions of the open meetings act and rules
pertaining to teleconference meetings. This meeting is conducted in compliance with the Governor
Executive Order N-25-20 issued March 12, 2020, and supplemental Executive Order N-29-20 issued March
17, 2020.

o How to participate in the closed session and regular meeting

e Submit a written comment online up to 1-hour before the meeting start time:
menlopark.org/publiccommentAugust31 *

o Access the meeting real-time online at:
Zoom.us/join — Meeting ID 998 8073 4930

o Access the meeting real-time via telephone at:
(669) 900-6833
Meeting ID 998 8073 4930
Press *9 to raise hand to speak

*Written public comments are accepted up to 1-hour before the meeting start time. Written
messages are provided to the City Council at the appropriate time in their meeting.

o Watch meeting:
e Cable television subscriber in Menlo Park, East Palo Alto, Atherton, and Palo Alto:
Channel 26
e Online:
menlopark.org/streaming

Note: City Council closed sessions are not broadcast online or on television and public participation is
limited to the beginning of closed session.

Subject to Change: Given the current public health emergency and the rapidly evolving federal, state,
county and local orders, the format of this meeting may be altered or the meeting may be canceled. You
may check on the status of the meeting by visiting the City’s website www.menlopark.org. The instructions
for logging on to the webinar and/or the access code is subject to change. If you have difficulty accessing
the webinar, please check the latest online edition of the posted agenda for updated information
(menlopark.org/agenda).
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According to City Council policy, all meetings of the City Council are to end by midnight unless there is a
super majority vote taken by 11:00 p.m. to extend the meeting and identify the items to be considered after
11:00 p.m.

Regular Session (Zoom.us/join — ID# 998 8073 4930)
A. Call To Order
B. Roll Call
C. Agenda Review
Agenda Review provides advance notice to members of the public and City staff of any

modifications to the agenda order and any requests from City Councilmembers under City
Councilmember reports.

D. Public Comment
E. Presentations and Proclamations
E1. Proclamation: Recognizing Rayna Lehman (Attachment)

F. Study Session

F1. Receive Environmental Quality Commission’s recommendations to electrify 95 percent of existing
buildings in Menlo Park and provide direction on next steps (Staff Report #21-170-CC)
(Presentation)
Web form public comment on item F1.

G. Consent Calendar

G1.  Accept the City Council meeting minutes for July 20 and 29, and August 16 and 17, 2021
(Attachment)

G2. Adopt Resolution No. 6654 approving the funding agreement with Hibiscus Properties for the
construction of raised median islands on Chilco Street and authorizing the city manager to execute
the funding agreement (Staff Report #21-163-CC)

G3.  Adopt Resolution No. 6655 approving the funding agreement with 1540 EI Camino Real developer
for median landscaping improvements along El Camino Real, between Glenwood Avenue and
Encinal Avenue and authorizing the city manager to execute the funding agreement
(Staff Report #21-164-CC)

G4. Adopt Resolution No. 6656 approving Alcoholic Beverage Control grant (Staff Report #21-165-CC)

G5. Adopt Resolution No. 6657 and approve agreement with Turbo Data Systems, Inc. for citation
processing and payment and adjudication services (Staff Report #21-166-CC)

H. Public Hearing
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H1.

H2.

J1.

J2.

J3.

J4.

Consider two appeals of the Planning Commission certification of a final environmental impact report
and approval of a use permit, architectural control, below market rate housing agreement, and
community amenities operating covenant, and consider the Planning Commission recommendation
to approve a vesting tentative map for a major subdivision for the proposed Menlo Uptown project
with 483 multifamily dwelling units comprised of 441 rental units and 42 for-sale condominium units
and approximately 2,940 square feet of commercial space at 141 Jefferson Drive and 180-186
Constitution Drive (Staff Report #21-169-CC)

Recess

Consider an appeal of the Planning Commission’s denial of a use permit for the sale of beer and
wine for off-premises consumption every day from 6 a.m. to 2 a.m. the following day, and for 24-hour
operations of an existing service station and associated convenience store at 710 Willow Road
(Staff Report #21-167-CC) (Presentation)

Web form public comment on item H2.

Regular Business

Adopt Resolution No. 6659 establishing the Independent Redistricting Commission
(Staff Report #21-168-CC) (Presentation)

Web form public comment on item I1.
Informational Items
City Council agenda topics: September 2021 (Staff Report #21-159-CC)

Request for information on the former redevelopment agency, also known as the Community
Development Agency (Staff Report #21-160-CC)

Update on housing element update community engagement and outreach efforts
(Staff Report #21-161-CC)

Recreation scholarship pilot program update (Staff Report #21-162-CC)
City Manager's Report
City Councilmember Reports

Adjournment

At every regular meeting of the City Council, in addition to the public comment period where the public shall have the right
to address the City Council on any matters of public interest not listed on the agenda, members of the public have the right
to directly address the Council on any item listed on the agenda at a time designated by the chair, either before or during
the City Council’s consideration of the item.

At every special meeting of the City Council, members of the public have the right to directly address the City Council on
any item listed on the agenda at a time designated by the chair, either before or during consideration of the item.
For appeal hearings, appellant and applicant shall each have 10 minutes for presentations.

If you challenge any of the items listed on this agenda in court, you may be limited to raising only those issues you or
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someone else raised at the public hearing described in this notice, or in written correspondence delivered to the City of
Menlo Park at, or prior to, the public hearing.
Any writing that is distributed to a majority of the City Council by any person in connection with an agenda item is a public
record (subject to any exemption under the Public Records Act) and is available by request by emailing the city clerk at
jaherren@menlopark.org. Persons with disabilities, who require auxiliary aids or services in attending or participating in
City Council meetings, may call the City Clerk’s Office at 650-330-6620.

Agendas are posted in accordance with Government Code Section 54954.2(a) or Section 54956. Members of the public
can view electronic agendas and staff reports by accessing the City website at menlopark.org/agenda and can receive
email notification of agenda and staff report postings by subscribing to the “Notify Me” service at menlopark.org/notifyme.
Agendas and staff reports may also be obtained by contacting City Clerk at 650-330-6620. (Posted: 8/26/2021)
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Proclamation

Recognizing Rayna Lehman

WHEREAS, Rayna Lehman came to Menlo Park, California in 1970 and in 1974 Lehman joined Painters
Local 1146 in Redwood City; and

WHEREAS, Rayna became the first female apprentice Painters District Council 33, graduated top of the
class in 1978 and turned out as a Journeyperson Union Painter and Decorator; and

WHEREAS, serving as Delegate to the San Mateo Building Trades Council, Rayna was elected Trustee
and ultimately President of Painters Local 1146, a position she held for nine years; and

WHEREAS, Rayna went on to recruit women and minorities for the road building trades with the Bay Area
Construction Opportunity Program; and

WHEREAS, on April 26, 1982, Rayna was selected as the first San Mateo Central Labor Council
Community Services Director and Labor Liaison to United Way Bay Area in San Mateo County; and

WHEREAS, Rayna provided service and assistance to union members and families facing hard times;
represented Labor on numerous boards, commissions, workgroups and initiatives; created workforce
policy, implemented programs, conducted workshops and training courses; and

WHEREAS, Rayna led a program focused on individual and community impact - creating and supporting
programs and policies that reduce poverty, enhance self-sufficiency, expand workforce training, expand
access to affordable health care, childcare, and early childhood education, promote and protect workers'
rights, workplace health and safety; and

WHEREAS, Rayna has responded to natural disasters, recessions, depressions, strikes, plant closures,
layoffs, and most recently a pandemic; and

WHEREAS, in every interaction, Rayna demonstrated a passion for justice and has built strong
relationships with Labor Council affiliates, local labor institutions, local nonprofit community partners,
education partners and local government; and

WHEREAS, for the past 20 years, Rayna has been a workshop coordinator, a presenter, a moderator
and participant at most California Labor Federation/ WED Building Workforce Partnerships conferences
and an expert presenter on “Labors Role in Workforce Development”; and

WHEREAS, Rayna has been a member of Office and Professional Employees Locals 3 and 29, for 39
years and a member of Painters Locals 1146 and 15 for seventeen years; and

WHEREAS, Rayna has always considered workforce the pivotal issue and remains a tireless champion of
workers — “a good job with good pay, good benefits, upward mobility and training is the underpinning of all
social and economic justice.”

NOW THEREFORE, BE IT RESOLVED that |, Drew Combs,
Mayor of the City of Menlo Park, on behalf of the City Council
and City, thank Rayna Lehman for all her hard work in the
community and wish her the very best in her retirement.

y N > ; ' \ DocuSigned by:
j\ E/LA = | D (ombs
\ S PRBEW’ Combs, Mayor

MENIOPARK August 18, 2021
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AGENDA ITEM F-1
City Manager's Office

STAFF REPORT

City Council
Meeting Date: 8/31/2021
ATy OF Staff Report Number: 21-170-CC
MENLO PARK
Study Session: Receive Environmental Quality Commission’s

recommendations to electrify 95 percent of existing
buildings in Menlo Park and provide direction on
next steps

Recommendation

Receive Environmental Quality Commission’s (EQC) recommendations to electrify 95 percent of existing
buildings in Menlo Park, climate action plan (CAP) No. 1, and provide direction to EQC, city attorney, and
City staff on additional analysis and desired timeline for return to City Council.

Policy Issues

In 2019, the City Council declared a climate emergency (Resolution No. 6535) committing to accelerating
actions to address climate change at a local level. In 2020, the City adopted a 2030 CAP with the bold goal
to reach carbon neutrality (zero emissions) by 2030 that included a goal to electrify 95 percent of existing
buildings by 2030. Meeting the electrification goal is a top priority in the City Council 2021 work plan.

Background

Electricity consumed in Menlo Park is greenhouse gas (fossil fuel) free as almost all households and
businesses are subscribed to Peninsula Clean Energy (PCE.) This provides an opportunity to eliminate the
use of natural gas (a fossil fuel contributing to climate change) in buildings.

In 2020, the city positioned itself as a leader by requiring newly constructed buildings (residential and
commercial) to be all electric with very few exceptions. Since its adoption, many other communities have
followed in Menlo Park’s footsteps leading to greater greenhouse gas reductions beyond the city’s limits.

In order to achieve the CAP’s goal of carbon neutrality by 2030, efforts will need to focus on transitioning
natural gas equipment and appliances in existing buildings to all electric. In 2019, natural gas consumption
in buildings accounted for 41 percent of Menlo Park’s greenhouse gas emissions that contribute to climate
change. However, there are many considerations in electrifying existing buildings, and include but are not
limited to building stock diversity, equity, cost effectiveness and market readiness.

In April, the City Council directed staff to complete a cost effectiveness analysis and policy options report
(Report) to be presented in August that would support the City Council in providing direction on additional
analysis of policy considerations outlined in the Report. In addition, the City Council requested the EQC
review and feedback on the Report.

TRC and DNV consultants prepared the Report (Attachment B) with funding from PCE and in collaboration
with City staff. The policy options were developed by both staff and the consultant team.
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The EQC reviewed the report in July and August, and provided feedback that resulted in some
modifications to the report. One of the most important changes included updating the residential energy
escalation rates according to a white paper prepared by the California Energy Commission in February
2021.

Given the urgency of climate change, the EQC recommends the following:

1. Adopt an ordinance to prohibit the installation of new gas equipment in buildings throughout the city
Protect low income residents through
a. Creating an equity fund to fully electrify 1,400 households that are currently in the city using bill
assistance through PG&E
b. Implementing a turnkey installation program administered by a city partner, such as PCE or an
experienced private entity such as BlocPower
c. Adopting rental protection policies to ensure that rents do not increase or result in “renovictions” that
would displace residents as a result of electrification upgrades
3. Reduce the “hassle factor” by
a. Educating building owners and contractors about ways to avoid panel upgrades
b. Offer free consultation services to building owners. PCE currently offers this type of service for new
construction electrification projects
c. Streamline the city permitting process for electrification
d. Consider proactively providing every Menlo Park building owner with a free electrification plan.
4. Develop a long-term plan/roadmap to phase out natural gas over the next few months

The EQC established a CAP subcommittee (Commissioners Gaillard, Evans and Kabat) to advise the full
EQC on CAP matters, including CAP No. 1. City Council also established a CAP subcommittee (Wolosin,
Nash) and both subcommittees have worked in tandem over the past year to advise on various technical
and policy considerations encountered during the CAP No. 1 analysis.

The EQC also approved forwarding the EQC subcommittee’s recommendation (Attachment A) to the City
Council that provides additional information on each of the recommendations. The Report, Attachment B,
includes an evaluation of most of the EQC'’s policy and program recommendations, and are summarized in
the analysis section of this report.

Electrifying 95 percent of buildings by 2030 is a top priority in the city council’'s 2021 work plan and the 2030
CAP. The city council identified that the next step after being presented the Report and EQC advice is to
provide further direction. Some possible next steps have been provided at the end of this report.

The city attorney’s office has not analyzed the EQC’s recommendation and has not reviewed or edited
related consultant/staff analyses and reports, including this staff report.

Analysis

An ordinance to prohibit the installation of new gas equipment in buildings throughout the city

The Report calculates that this policy option has a lower cost over the long term in some circumstances for
residential buildings when comparing the cost of a gas replacement to an electric conversion. Conversion of
gas water and space heating to electric may increase utility costs in the first few years. The Report
estimated a utility bill increase between $0 and $1 per month for water heating and between $3 and $31 per
month increase for space heating depending on efficiency, system design, current technologies and current
rebates. Commercial results are still being evaluated by TRC/DNV and staff. Tables 1 and 2 summarize
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increase/(decrease) in costs of various residential electrification options.

Table 1: Residential heat pump hot water results

Upfront cost

. . Increase/
differential to replace

gas water heater with
heat pump
(over 30 years)

monthly

$2,775 increase
*with incentives $555
upon initial
replacement

$1

(Decrease) first
year bill impact

Net present value

(Decrons Increase/
(Decrease)

30 year (Decrease) - 30 year

average bill payback of

bill impact electric conversion

monthly cost compared with

gas

$706

(37) ($1,540) with

incentive

Time dependent value
Increase/

(Decrease) - 30 year
payback of electric
conversion cost compared
with gas

($2,424)

+ 30 year equipment life cycle used
 PCE /BayREN rebate of $2,000

effectiveness

« TDV is “time dependent value” and includes time of use rates and societal values/costs
 Modeled using $2,700 square foot home and three different building vintages/ages

* Lower efficiency equipment is not available on the market, but does not preclude it from being produced in the
future, and would lower cost effectiveness
+ Other technology was not evaluated such as electric resistance water heating, and would lower cost

Table 2: Residential heat pump space heating

Increase/
(Decrease)

Upfront cost
differential to replace
gas with heat pump
(over 30 years)

first year
bill impact
monthly

Lower Efficiency Rating

Net present value
Increase/
(Decrease) - 30 year
bill payback of
electric conversion
cost compared with
as

Increase/
(Decrease) 30
year average
bill impact
monthly

Time dependent value
Increase/

(Decrease) - 30 year
payback of electric
conversion cost
compared with gas

*with incentive $1,509
upon initial replacement

$501 $25 $6 $2,710 ($2,348)
Higher Efficiency

Rating $913

$3,749 $6 ($9) ($3,617)

($209) with incentive

+ 30 year life cycle
» PCE BayREN Rebate is $1,000

effectiveness

* TDV is “time dependent value” and includes time of use rates and societal values/costs

* Other technology such as electric resistance space heating was not evaluated, and would reduce cost

Other gas equipment analyzed for residential included clothes dryers and stoves. These were not found to
be cost effective for on-bill or using the time dependent value (TDV) methodology. Attachment C provides
an infographic of what a residential building owner could anticipate when converting gas appliances to

electric.

It is important to note that an ordinance to prohibit the installation of new gas equipment in buildings would
yield the least amount of greenhouse gas emission reductions compared to other options studied (except
for electric ready requirements.) This is due to challenges in implementation and enforcement.
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Installation of gas equipment is typically done at the end of its useful life (or when the equipment fails or
breaks.) The building code currently allows emergency replacements without obtaining a permit for water
and space heating equipment. However, a permit is required after work is complete. This can lead to
frustration and inconvenience if a community member seeks to obtain a permit to find out they have not
installed the incorrect equipment (gas) and would be required to correct the situation by installing electric
equipment. Education could help to ensure that buildings owners would be more aware of the city’s
regulations on gas equipment. However, a building may need further upgrades in order to convert gas
equipment/appliances to electric, such as additional wiring, additional space needs, or electrical panel
upgrades. This could also inconvenience community members that need hot water or space heating right
away.

The city does not have a permitting process for changing gas cooking or cloth drying appliances if the gas
infrastructure is already present. It would be difficult to implement and enforce this requirement with current
building code requirements and processes.

Menlo Park’s noise and building setback regulations likely need to be modified to accommodate building
electrification needs as some heat pump equipment require more space and some models of heat pumps
exceed the city’s noise ordinance requirements.

The technology is available for full electrification of all building stock today, with exception in a minority of
industrial and process loads. Across all these technologies, the primary barrier is the unique site
considerations and heightened electrical requirements when replacing gas appliances and the related
challenges posed to contractors. A major barrier specific for HVAC and plumbing contractors has been
simple preference for gas-fired equipment to maintain business-as-usual practices. Mechanical contractors
may be already well-suited for installation, as they are accustomed to installing air conditioner and heat
pumps. For heat pump water heaters, contractor knowledge is still relatively low making it difficult in some
cases to find an available and knowledgeable contractor. Heat pump education is needed both for
contractors and the community, and is becoming more mainstream due to incentive programs being offered.

The cost effectiveness study in Attachment B (Study) uses a highly conservative model and methodology
that has been historically used by the California Energy Commission and investor owned utilities, and
includes nominal costs to society. Examples of nominal costs to society include greenhouse gas emissions
avoided through time of use rates that incentivize using energy when solar production is highest. The goal
of the conservative methodology is to identify the average and “worst case” impacts on residents within the
model's assumptions. There will no doubt be outliers who realize greater savings from electrification and
others who incur greater costs from electrification. Perhaps the greatest unknown in the Study are the price
impacts on consumers resulting from massive public and private investments in sustainable technologies
and the economies of scale realized by broader adoption of building electrification.

In addition to uncertainties in underlying methodologies inherent in any cost effectiveness study, the Study
does not include the full cost of societal impacts. TDV is the contemporary methodology agreed upon by
utilities and regulating agencies as capturing certain society costs, however TDV falls short of the costs
recently experienced and attributed to changes in weather patterns wildfire and sea level rise mitigation,
public health impacts of poor air quality, and threats to water and food supplies.

Equity and protecting low income residents and renters

Electrification policy must make financial sense for all community members, including lower-to-moderate
income (LMI) residents. Menlo Park has an estimated 1,400 to 1,500 LMI households, and approximately
40 percent of households in Menlo Park are renter-occupied. Ensuring that benefits of electrification, such
as health, safety, and affordability, are targeted toward marginalized communities reverses compounding
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historical injustices. The literature review conducted as part of the Report identified the following findings:

o Without equitable policy development, local building regulations run the risk of doing more harm than
good. For example, landlords may raise rents or evict tenants when making building upgrades, a harmful
practice known as “renovictions.”

o Rental property energy performance standards, coupled with rental housing policies, could reduce the
energy cost burden on tenants, eliminate the split incentive, and support cities in meeting climate goals
as well as general equity goals.

e Ensuring incentives and programs are easily accessible and convenient, and provide other elements to
protect LMI residents from bill increases, such as weatherization measures, energy efficiency, and solar
production.

¢ Avoiding financing programs that increase debt for LMI residents.

The city could explore existing funds that could be used to support this effort or explore ways to sustain the
program through ongoing funding.

Reducing the “hassle factor” to electrify

As mentioned, Menlo Park’s noise and building setback regulations likely need to be modified to
accommodate building electrification needs. In addition, providing education, personalized planning support
for building owners, and streamlining the city permit process can advance the penetration of using heat
pump technology in the community. This will require significant staff resources, partnering with local utilities
such as PCE, and overseeing contractors/consultants that can provide technical services.

Other considerations

It is important to note that no one electrification policy or program will be the silver bullet to achieve 95
percent electrification of the existing building stock by 2030. Instead, the report in Attachment B identifies
that all electrification policies and programs options presented in the report would need to be implemented
in order to reach the city’s CAP goal. Additionally, state and federal government support will be needed to
ensure the city is able to reach its goal to electrify existing buildings.

This is not unique to Menlo Park. Many cities are grappling with how to electrify the existing building stock to
address climate change, such as Berkeley, Half Moon Bay, and Denver. Berkeley has released a report
that recommends a phased approach to electrifying its building stock. It involves a roadmap that includes
short, medium, and long term policy and programs to implement by 2045. For example the first phase
(2021-2025) involves community engagement, pilot projects, education campaigns, well trained job force,
additional incentive programs, and larger scale financing programs, and collaboration with regional and
state partners. The second phase (2022-2025) would include requirements/mandates implemented only
after accessible funding and financing programs are in place or the upfront costs of electrification reach
parity with gas infrastructure.

Direction options

The city council may want to consider the following options to help guide further implementation of CAP No.

1:

1. Identify which EQC recommendations or Report policy options to analyze further including work by the
EQC, City staff and the City Attorney’s Office. The City Attorney’s office has not analyzed the EQC’s
recommendation and has not reviewed or edited related consultant/staff analyses and reports, including
this staff report. City staff recommends limiting the number of policy considerations to focus limited
resources and expedite return to City Council.
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2. Identify the desired deliverables from City staff and the EQC and a timeline for return to City Council
with a follow-up study session. Deliverables might include:

a. Short, medium, and long term roadmap to reach the CAP goal to electrify 95 percent existing
buildings by 2030.

b. Identify additional options to reach building electrification goals faster. Additional options range from
electric ready requirements to replacement requirements during certain types of additions and
renovations. See Attachment B.

c. Propose criteria to prioritize and weight which recommendations to implement first and provide
direction on what criteria to use (e.g. equity, GHG reductions, building type (commercial or
residential), convenience, industry capability and knowledge, legal or safety risks, cost
effectiveness)

d. Develop a public engagement plan to receive public input on all or some of the policy options

e. Prepare a full societal cost methodology and assumptions for City Council consideration and
potential direction to conduct a supplemental cost effectiveness study to assess the full societal
cost/benefit of building electrification.

Impact on City Resources

It is anticipated that a significant amount of resources will be needed to develop and implement the policy
and program options recommended by the EQC and/or additional options presented in the Report in
Attachment B.

Environmental Review

The environmental impacts of existing building electrification policies or programs and any California
Environmental Quality Act (CEQA) compliance needs will be identified as they are approved for work by the
City Council and analyzed further.

Public Notice

Public notification was achieved by posting the agenda, with the agenda items being listed, at least 72
hours prior to the meeting.

Attachments

A. Memorandum from the EQC
B. Cost effectiveness results and potential policy options to electrify Menlo Park’s existing buildings
C. Infographic: Household impacts of converting gas appliances to electric

Report prepared by:
Rebecca Lucky, Sustainability Manager

Reviewed by:
Nick Pegueros, Assistant City Manager
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ATTACHMENT A

MEMORANDUM

Date: 8/10/2021

From: Environmental Quality Commission

To: Menlo Park City Council

Re: Building Electrification Policy Recommendations based on TRC Cost Effectiveness Report

Stabilizing the climate will require strong, rapid, and sustained reductions in greenhouse
gas emissions, and reaching net zero CO2 emissions. Limiting other greenhouse gases and
air pollutants, especially methane, could have benefits both for health and the climate.
— Panmao Zhai, IPCC Working Group | Co-Chair, August 9, 2021

Menlo Park’s stated greenhouse gas reduction targets (90% reduction by 2030) require that the city
begin phasing out the use of methane gas in existing buildings, where 41% of the city's emissions are
generated. In December 2020, Peninsula Clean Energy (PCE) authorized $100,000 for a study assessing
the cost effectiveness of building electrification policies in Menlo Park, intending to make the study
conclusions and analysis broadly available to PCE’s other member cities, a number of whom are also
considering policies to decarbonize existing buildings.

On July 21, a consultant team led by TRC (https://www.trccompanies.com/) presented draft findings of
their study to the EQC, after which the EQC crafted a policy recommendation for City Council. This
memo captures the EQC's policy recommendation to the City Council, recognizing that it is based on a
draft of TRC's final report.

Summary of TRC Cost Analysis

After reviewing the TRC draft report, we conclude that even using worst case assumptions, for the sum
of $23-$36 per household per month, city residents can convert their aging gas water heaters and
furnaces to clean all-electric heat pumps and help eliminate approximately 41% of the city's greenhouse
gas emissions (GHG). Below is a breakdown of these costs for single family households and multifamily
households.

Worst Case* Cost Premium to Electrify Worst Case** Cost Premium to Electrify
Single family home Multifamily home
Equipment $(mont!1 $/.mont!1 Equipment S(mont!'\ S{mont!\
(no incentive) (w/ incentive) (no incentive) (w/ incentive)

HVAC -§22 -$10 HVAC -S11 -S8

Water Heater -$14 -S2 Water Heater -$12 -$3
HVAC + Water Heater -$36 -$12 HVAC + Water Heater -$23 -$11
Solar + Prewiring $36 $36 Solar + Prewiring $13 513
TOTAL S0 $24 TOTAL -$10 S3
* Taken from TRC/Frontier draft report tables 7 and 8, using ** Taken from TRC/Frontier draft report tables 9 and 10, using
highest possible costs: 1) pre-1978 vintage building, 2) no highest possible costs: 1) pre-1978 vintage building, 2) no
incentives, 3) low efficiency appliances and 4) "Customer On-Bill" incentives, 3) mix of high and low efficiency equipment and 4)
30-yr NPV, which includes both upfront capital costs and "Customer On-Bill" 30-yr NPV, which includes both upfront capital
operating costs costs and operating costs

According to TRC these monthly cost premiums only occur under worst case conditions assuming: pre-
1978 vintage building, no incentives and no solar. However, if a modest amount of rooftop solar is
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added to these buildings, the costs premium for electrification drops to $0O for single family
households and $10 per unit per month for multifamily buildings.

Premium to electrify will be lower than study predicts. The TRC study makes some assumptions that
we believe overstate the cost premium of electrifying existing buildings:

1. THIS ISSUE HAS BEEN CORRECTED IN THE AUGUST 18th DRAFT OF THE REPORT. -Accerding-te

2. The low efficiency equipment assumed in the study is so outdated that it is not popular in
California, but the study authors included it because Federal regulations require that this low-
efficiency heat pump equipment be included in California studies and arcane rules at the
California Energy Commission require that cost effectiveness analyses use this outdated, low-
efficiency equipment as its baseline equipment. In some cases, this inflates study costs for
electrification in ways that do not reflect real life.

3. Inits draft form the study does not assign any costs to continuing the status quo, which is
allowing new gas equipment in the city, even though studies show that installing any new fossil
fuel equipment will push us well past 1.5°C in temperature rise and perhaps past 2°C. Thisis a
serious flaw in the analysis, one that economists describe as not correctly pricing externalities.
While it is certainly difficult to correctly price externalities like the GHG emissions that drive
climate change, their omission from this study makes it wrongly appear that not addressing
climate change will be cheaper than addressing it, whereas in fact the opposite is true. Once
again, this flawed assumption biases the analysis resulting in a higher apparent premium for
electrification, one that will not be borne out in practice.

However, even using these biased assumptions that make gas appliance costs look unrealistically low,
the analysis still shows that the premium to electrify in a worst case scenario is modest, at $23-36 per
household per month. That is equivalent to the cost of two cups of coffee per week to save our climate
and help avoid catastrophic economic consequences for future generations. Furthermore, if the
building owner adds a modest amount of rooftop solar, the monthly capital and operating cost premium
of electrification is reduced to $O for single family and $10 for multifamily households.

Equity Considerations: Guardrails, Cost savings and the Creation of Good Jobs

Even though the cost premium to electrify is modest, for the city's lowest income residents who may
struggle for their next meal, even this modest amount will be an impossible financial burden. Therefore,
we recommend that the city create a special equity fund to fully electrify the ~1,400 households in the
city that are currently on bill assistance through PG&E. This fund would fully protect the city’s low
income population from incurring any extra expenses related to electrification and, in fact, would
result in a net gain to the wallets of low-income homeowners by reducing their energy bills, starting in
the first month post electrification.

How the Low-Income Program Would be Funded. Staff estimates that approximately $3 million per
year in additional revenue could be raised by simply allowing the city's utility users tax (UUT) to float to
voter-approved levels, an act that would require a simple majority vote on council. Over a 10-year
period, this $3 million per year in additional revenue would yield enough to fund electrification of all
1,400 low-income homes in the amount of $20,000 per household. Eligible households could be
identified easily by their participation in PG&E's screened on-bill assistance programs (CARE and FERA)
for low-income households.
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Turnkey Solutions. Any remaining barriers to implementation for low-income households could be
further reduced by providing a turnkey installation program, administered by a city partner, such as
Peninsula Clean Energy or an experienced private entity such as BlocPower
(https://www.blocpower.io/). BlocPower specializes in retrofitting and electrifying low income
residences and has recently launched a California presence. In addition to the pocket savings from
electrification for low income residents, a scaled electrification effort in our low income community
could also be designed to produce good, new jobs for local residents, providing a much-needed
economic boost. BlocPower, for example, includes local hiring to create jobs as part of its overall
mission to increase equity in low income communities. BlocPower also creates community advisory
boards that allow the company to hire locally (if working on 10 or more buildings in the area).

Reducing Household Energy Burden and Improving Health. We believe it is entirely possible that low-
income households who benefit from a turnkey program such as the one outlined above will reduce
their household's overall energy burden significantly, putting thousands of dollars back into the pockets
of the city's lowest-income residents. Reductions in household energy burden can further benefit low
income households by reducing dependency on payday loans, which can carry interest rates as high as
400% over 5 months and are often used to pay utility bills (“Gassed Out”, Menlo Spark p. 12).
Electrification can also help lower healthcare costs to families with children, who are more likely to be
diagnosed with asthma (or other respiratory or cardiac diseases) when exposed to pollutants. Children
in homes with methane gas stoves are 42% more likely to develop asthma (see Weiwei Lin, Bert
Brunekreef, Ulrike Gehring, Meta-analysis of the effects of indoor nitrogen dioxide and gas cooking on
asthma and wheeze in children, International Journal of Epidemiology, p. 1724-1737,
https://doi.org/10.1093/ije/dyt150). Exhaust from other household methane gas appliances pours into
our city neighborhoods every day further damaging residents' lung health. A closer examination of Belle
Haven, just one neighborhood that is already burdened with poor air quality, reveals that baseline
asthma rates there are much higher than in other parts of the city, due in part to freeway proximity,
heavily congested thoroughfares and inequitable access to indoor air filtration. Thus, children in this
neighborhood are already at even higher elevated risk of asthma from continued exposure to methane
gas stoves. As areminder, asthma is a life-long condition, a source of stress for families, reduces quality
of life and is expensive to treat. For reference, asthma medications alone cost Americans an average of
$3,266 per year. (“Gassed Out”, Menlo Spark, p. 13). This figure does not include high costs of urgent
care or ER visits from asthma-related emergencies.

Protections for Renters. The City should also consider passing new policies to protect renters from
increased rents or “renovictions” in tandem with this work. The electrification turnkey service provider
mentioned above, BlocPower, specializes in retrofitting and electrifying low income residences and
includes covenants in their agreements with building owners that, in partnership with local government
and utilities, prohibit the electrification retrofit from being used as a legal rationale to raise rents.

Reducing Barriers to Electrification

Although the TRC report did not focus on feasibility, some Menlo Park building owners have reported
challenges converting their existing buildings from gas to all-electric. The city can address these barriers
in four ways:

* Educate building owners and contractors about ways to avoid electrical panel upgrades. Increasing
a building’s electric service from PG&E can result in significant delays and add cost to a project. Most
residents can fully electrify their homes on their existing electrical panels, a fact that is not currently
well understood by contractors. Training and education would eliminate this barrier.
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 Offer free consultation services to building owners. Peninsula Clean Energy currently offers this
service to those designing new all-electric buildings, but a similar service could be extended to existing
building owners seeking to go all-electric.

¢ Streamline city permitting for electrification. Make it easy and inexpensive for building owners to get
permits from the city for electrification-related work, specifically the following: 1) pre-wiring for
electrification, 2) installation of a heat pump water heater, 3) installation of a heat pump HVAC, 4)
installation of a heat pump pool heater and 5) installation of an electric fireplace. See the CAP
Subcommittee's September 2021 memo to EQC on this topic.

* Consider proactively providing every Menlo Park building owner with a free electrification plan.
Building owners would likely feel more comfortable with an electrification policy if they knew exactly
what was involved in converting their gas appliances to all-electric. While electrifying one's home is
not inherently difficult, it is possible to be steered down wrong paths by uneducated contractors. A
clear, detailed plan from a third party helps avoid mishaps brought about by poorly informed choices.

Specific Policy

We recommend that the city draft and enact an ordinance that is simple, outlining one core authority,
which is to prohibit the installation of new gas equipment in buildings throughout the city. Applying for
a new gas appliance permit is the act that would trigger this ordinance. Since some building owners
currently skirt the law and do not seek permits from the city for new gas water heaters and furnaces,
the law may be difficult to enforce. However, we believe there is value in getting this law on the books
and then working to beef up enforcement later, if building owners as a whole are found to be not in
compliance. We would recommend that the city educate contractors and building owners about the
new ordinance in an effort to increase compliance, especially among those who do not apply for
permits.

Community Engagement

We recommend that Council direct staff to immediately begin public outreach on the policy and
programs outlined above. Any building decarbonization policies enacted by City Council today would
have a slow, gradual impact on the city's GHG emissions, since gas appliances are so long-lived and most
building owners will not voluntarily replace their appliances early. That means time is critical and the
Council should not delay.

Final Recommendation

Given the urgency of climate change and the relative affordability of electrification, per the TRC study,
we recommend that the City Council push forward as quickly as possible on the Specific Policy outlined
above plus two additional initiatives: 1) protect low income residents (see recommendation in
Guardrails section above) and 2) reduce the "hassle factor” of electrification policies for building owners
(see recommendations in Reducing Barriers section above). With strong, informed leadership, we
believe that city residents and building owners will join in the fight against climate change.

The time to act is now. In the words of United Nations Secretary-General Antonio Guterres "there is no
time for delay and no room for excuses". Our future as a species depends on it.
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2 Introduction

The City of Menlo Park (City) has set out to achieve an ambitious climate action plan (CAP) goal: to be carbon neutral or
greenhouse gas (GHG) free by 2030. The 2030 CAP was adopted in 2020, and it included six strategies to begin local work in
reaching this goal. One of the main strategies involves converting 95% of existing buildings to electric by 2030.

Why electric? Menlo Park procures clean and GHG free electricity for residents and business through Peninsula Clean Energy
(PCE). This means that all Menlo Park residents and business have access to affordable clean and GHG-free electricity, making
natural gas equipment the remaining fossil fuel in buildings that contribute to climate change (See Figure 1). Natural gas
consumption emits about 12 pounds of carbon or GHG emissions per therm.

Total building energy use emissions 2005-2019
(electricity versus natural gas)
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Figure 1: Menlo Park Annual Building GHG Emissions
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City of Menlo Park communitywide
greenhouse gas emissions 2019

253,371 tons CO2e

Use: electricity

827T%

Figure 2: City of Menlo Park Communitywide GHG Emissions, 2019

Many communities with access to GHG-free electricity have an opportunity to reduce their emissions/climate change impacts
by replacing all natural gas appliances and equipment with electric versions (e.g., heat pumps). Electric appliance and
equipment technology has come a long way over the last few decades and is more efficient, healthier, and safer than natural
gas appliances and equipment. Much of the nation’s buildings (both residential and commercial) are served by all electric
appliances and equipment.

Menlo Park has already positioned itself as an electric building leader through being one of the first to implement all-electric
requirements for newly constructed buildings in 2020. Energy consumed by new buildings in Menlo Park will be GHG-free
energy which will help Menlo Park reach’s its climate action plan goals. The next step for Menlo Park is to strategize on how to
convert its existing building stock to all-electric. However, the transition from natural gas to electric in existing buildings will
take special consideration.

Electrifying existing buildings will present unique challenges in ensuring equity, ability to develop and access
incentives/financing, addressing unique building ages and layouts, permit efficiencies barriers, and education of trade
professionals.

The city council has requested that a cost effectiveness analysis be completed and potential policy options be identified as a
first step to developing a plan to convert Menlo Park’s existing building stock to an all-electric future. This report provides an
overview of cost considerations, market readiness, ability to address equity in an all-electric future, and potential policy
options, such as education and outreach, developing additional incentives, adopting building code requirements that range
from electric ready to equipment change out requirements, and time of sale policies.
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3 Evidence/Data And Other Considerations

3.1 Cost Effectiveness Analysis Results

The California Codes & Standards Reach Codes program is funding cost-effectiveness analysis for electrification of fossil gas
appliance measures in existing buildings.* The Program provides technical support to local governments considering adopting a
local ordinance (reach code) intended to support meeting local and/or statewide energy and greenhouse gas reduction goals.

The Program focuses on analysis that would support energy conservation standard amendments, though a jurisdiction can
choose to use findings to inform any type of local ordinance. Local jurisdictions that adopt energy conservation amendments or
ordinances as the term is used in Public Resources Code 25402.1(h)2 must demonstrate that the requirements of the proposed
ordinance are cost-effective according to the local jurisdiction criteria, and do not result in buildings consuming more energy
than is permitted by Title 24. For energy conservation amendments, the jurisdiction must obtain approval from the Energy
Commission and file the ordinance with the BSC for the ordinance to be legally enforceable.

The majority of scenarios across both residential and nonresidential building types have shown a mix of cost effectiveness for
electrification under the California Statewide Codes and Standards Reach Codes Team (Statewide reach code team)
assumptions. Assumptions include 15- to 30-year lifecycle periods, long-term fuel escalation rates from TDV forecasts,
excluding vehicle electrification from the scope, and including locally available incentives. These assumptions are assumed to be
the most realistic and somewhat conservative. Other assumptions may lead to different results.

Cost effectiveness metrics that are common across the residential and nonresidential studies include:
o  Use of two metrics to identify benefits:

o  Utility Bill Impacts (On-Bill): Values energy based upon estimated site energy usage and customer on-bill
impacts using electricity and fossil gas utility rate schedules over a 30-year duration, accounting for discount
rate (three percent real rate) and energy inflation (two percent real rate).

o Time Dependent Valuation (TDV): California Energy Commission Life Cycle Costs methodology, which is
intended to capture the “societal value or cost” of energy use including long-term projected costs such as
providing energy during peak periods of demand and other societal costs such as projected costs for carbon
emissions, as well as grid transmission and distribution impacts.

e  Cost effectiveness is presented using net present value (NPV) and benefit-to-cost (B/C) ratio metrics.

o NPV: Net savings (NPV of benefits minus NPV of costs) as the cost effectiveness metric. If the net savings of
a measure or package is positive, it is considered cost effective. Negative savings represent net costs.

o B/CRatio: Ratio of the present value of all benefits to the present value of all costs over 15 or 30 years (NPV
benefits divided by NPV costs). The criterion for cost effectiveness is a B/C of 1.0 or greater, representing a
positive return on investment.

e Three building vintages were evaluated to determine sensitivity of existing building performance on cost effectiveness
of upgrades. Vintages were selected based on historical code requirements and construction practices, and represent
prevailing construction practices in the 1980s, 1990s, and 2000s.

3.1.1 Residential
Methodology

The statewide reach codes team examined a single family building and a multi-family building with eight dwelling units, testing
a variety of scenarios for electrification upon the end of life of existing gas appliances. The statewide reach codes team used the
same methodology as in the statewide analysis (reference) with Menlo Park-specific exceptions:

e  Local Peninsula Clean Energy (PCE) electric utility tariff (TOU-C) and Pacific Gas and Electric Company (G-1) tariffs

e Current PCE and Bay Area Regional Energy Network (BayREN) incentives

! https://localenergycodes.com/
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A single-family 2,700 square foot home is used in place of the 1,665 square foot home applied in the statewide study.
This larger home better reflects the Menlo Park building stock, which has a median single-family square footage of
2,240 ft> and average of 2,426 ft2.

No efficiency measures, only the electrification of fossil gas appliances are evaluated, including furnace, water heater,
clothes dryer, and range

Two additional measures are evaluated showing the energy impact of converting a gas dryer and gas range/oven to
electric resistance appliances

Also note that in scenarios where air conditioning (AC) is not existing on-site and is not planned to be installed, there will be
additional incremental costs for installing an outdoor unit, refrigerant lines, and condensate drain pan. The incremental costs
from this ‘heating-only’ baseline were not examined in this study.

Key Results

Key cost effectiveness results include the following. The full cost effectiveness report for nonresidential can be accessed in
Attachment A. The values below are drawn from the single-family prototype findings and blended across vintages for simplicity,
but results generally align between the single family and multi-family building prototypes.

Water heating natural gas to electric measures

o  Heat pump water heaters (HPWHs) are all-electric water heaters that use refrigerant to transfer heat from
air to water and are more efficient than electric-resistant and gas storage water heaters.

o  HPWHs cost approximately $2,700 more than gas water heaters over a 30-year lifecycle period, including
replacements. This includes differences in equipment costs between a HPWH and a gas water heater as well
as utility bill impacts over the 30 year period.

o  HPWHSs were found to be cost effective when using the TDV metric.
o On-billimpacts

= A high-efficiency (UEF>3.0) HPWH costs approximately the same to operate as a gas equivalent in
Year 1, and it saves approximately $6/month on average over 30 years. Note that while federal
pre-emption disallows setting higher efficiency, it does allow parallel paths for higher efficiency as
long as there is at least one feasible path for a minimum efficiency appliance to meet a state or
local code. Further, high-efficiency HPWH are more commonly sold in the market and thus more
likely to be purchased by consumers.

= After BayREN and PCE incentives, a high-efficiency HPWH is narrowly cost effective when using
the On-bill metric with a net present value of $1,612 over 30 years.

=  HPWHs are cost effective On-bill when combined in a measure package including on-site solar
photovoltaic (PV).

Space heating fuel-substitution measures are:
o Baseline efficiency (14 seasonal energy efficiency ratio or SEER, an efficiency metric used specifically for air

conditioners) heat pump space heaters cost approximately $500 more than baseline combined gas furnaces
and air-conditioners over a 30 year lifecycle period, including replacements.

o High efficiency (21 SEER) heat pump space heaters cost approximately $3,800 more than baseline combined
gas furnaces and air conditioners over a 30 year lifecycle period, including replacements.

o Heat pump space heaters were found to be cost effective when using the TDV metric.
o On-billimpacts
=  A‘standard’ or baseline efficiency heat pump space heater costs approximately $25/month more
to operate than a gas equivalent in Year 1, and $6/month more on average over 30 years.

= Ahigh efficiency heat pump space heater costs approximately $5/month more to operate as a gas
equivalent in Year 1 but saves approximately $17/month over 30 years. Note that while both kind
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of heat pumps take advantage of fuel escalation rate assumptions, the higher efficiency version
saves more energy and thus more money in the long run.

=  After BayREN and PCE incentives, a high-efficiency heat pump space heater is narrowly cost
effective when using the On-bill metric by approximately $1,400 over 30 years.

= Heat pump space heaters are cost effective On-bill when combined in a measure package
including on-site solar PV.

e  Clothes drying and cooking measures are not currently cost effective using either TDV or customer On-bill metrics.
Results for all appliances, both TDV and On-bill are shown in Figure 3 for a single-family building. It is important to note:

e These results assume replacement at the end of useful life, and results would become less cost effective upon early
replacement.

e The results assume that the replacement will be heat pump equipment versus other electric equipment that may be
more costly to operate such as the traditional electric resistance technology.

e Includes BayRen and PCE incentives: SEER 21 Heat Pump rebate is $1,000 and HPWH rebate is 2,000. These rebates
reduce the upfront costs to install equipment and increase NPV savings for on-bill.

e Does not include the future costs of climate change. This analysis is under development and will be included in the
updated report by the end of August 2021.

Figure 3: IOU Team Findings for Cost Effectiveness of Water Heating, Space Heating, Clothes Drying, and Cooking Measures in a 2,700 ft2
Existing Home.

Monthly Utility 30-Year 30-Year
Annual Annual  cost Savings Customer On-Bill 2022 TDV
30-Year e Gas
Type of Measure Vintage Measure Elgghicity Savin
Equipment 9 Cost Savings s 9
(kWh) (therm)
Year 1 Avg B/C Ratio NPV RB;E’O NPV
Hoat P HVAC Pre-1978 -4,528 451 ($31) 9.3 $4,160
eat Pump a :
Space Replacement 1978-1991 $501 3,173 309 ($25) 5.68 $2,348
Heating 1992-2010 2,722 265 ($22) 4.96 $1,984
Equipment A - Pre-1978 -3,261 451 $18 1.56 $2,273 3.17 $8,152
High Efficiency
Note that Equipment 1978-1991 2,337 309 $9 ) . 1.96 $3,617
the analysis  SEER 21 Heat Pump T o AT il il
focuses at HVAC Replacement 1992-2010 2,011 265 $7 1.6 $2,244
only on heat
pump Heat Pump at HVAC Pre-1978 27 451 $66 $70 242 $14,803 2 $9,478
technology Replacement + 2.82 1978-1991 $9,454 1,328 309 $72 $69 2.37 $14,339 1.81 $7,637
kWpc PV (solar) 1992-2010 1,779 265 $75 $69 2.38 $14,382 177 || $7,292
Pre-1978 1,146 177 $0 $8 Bol TS T A— 1.87 $2,419
Water -
A NEEA Tier 3 HPWH at
He_ahng Replacement 1978-1991 B27T5 -1.182 179 $7 2.83 $1,540 with incentive* ad $2,424
Equipment
Note that 1992-2010 -1,155 180 $6 5o T Ty A 1.85 $2,359
the analysis ~ HPWH at Water Heater Pre-1978 2,913 179 $88 $75 212 $14,333 152 $6,017
focuses Replacement + 2.82 1978-1991 $11,546 2,908 181 $87 $74 2.09 $13,995 1.52 $6,003
only on heat kWpc PV (solar) 1992-2010 2,907 181 $87 $74 2.09 $13,893 1.52 $5,956
tecﬁlrﬂg Pre-1978 4,501 $97 $75 1.86 $12,419 1.09 $1,156
9. 2.82 KWoc PV (solar) + 1978-1991 $13,044 4,485 0 $91 $70 1.75 $10,837 1.08 $1,100
Electric Ready
1992-2010 4,400 $89 $69 1.71 $10,299 1.07 $848
Other Electric Clothes Dryer Al $313 -891 33 ($15) (g; 0 ($4,058) 0 ($2,242)
Appliances Electric Range/Oven All $608 -295 14
*Peninsula Clean Energy (PCE)/BayREN rebates include *$2,000 for heat pump water heaters and $1,000 for heat pump space
heating.
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Residential Water Heating Efficiencies Not Included in Overall Findings

A ‘standard’ or baseline HPWH (lowest efficiency one can legally buy with a Uniform energy factor, or UEF, an efficiency metric
specifically for water heaters, of 2.0) costs approximately $10 more per month to operate than a gas equivalent in Year 1, and
costs approximately the same to operate as a gas equivalent on average over 30 years. It is important to note that while 2.0 is
the federal minimum efficiency, these appliances are not available on the market for purchase. Thus, it was excluded as part of
the analysis above. However, these are included in reach code studies since federal appliance standards have a provision called
pre-emption that prevents state and local jurisdiction from having higher efficiency standards for appliances that are regulated
by federal appliance standards. Figure below shows the cost-effectiveness of a baseline HPWH. If a local jurisdiction seeks
California Energy Commission approval, this analysis would need to be included in making a determination on the cost
effectiveness of a measure. There are no rebates available for this type of technology likely because it is not sold on the market
currently.
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Figure 5. Cost-effectiveness of UEF 2.0 HPWH

3.1.2 Nonresidential

The Statewide Utility Codes and Standards program has not completed the review of the Nonresidential Electrification
Alteration results, but it is allowing TRC to share preliminary results to support Menlo Park’s policymaking schedule. As such,
these results are TRC's representation rather than the Statewide Utility Program’s. TRC examined seven nonresidential building
prototypes, testing a variety of scenarios for electrification at the end of useful life of an existing gas appliance. The report is
still in progress, and final results are expected to be published in the third quarter of 2021.

Methodology

TRC used modified versions of the following seven U.S. Department of Energy building prototypes to evaluate cost effectiveness
of measure packages: Medium Office, Stand-alone Retail, Warehouse, Quick-service restaurant, Full-service restaurant, High-
rise Multifamily, and Small Hotel. The analysis assumes some equipment replacement over time across three vintages, based
primarily on the Senate Bill 350 analysis.? The rate of replacement varies by building system and by envelope component.
General prototype characteristics are outlined in Figure 3.

Nonresidential Prototypes Analyzed for Cost-Effectiveness

Building Type (All Conditioned Floor # of ) . Baseline Hot Water
) Baseline HVAC Distribution System
Vintages) Area (ft2) floors System

Packaged multizone variable air volume reheat +

Medium Office 53,628 3 . Central Gas Storage
boilers
Packaged singl SZ tant air vol

Stand-alone Retail 24,563 1 ackaged single zone (S2) constant air volume Central Gas Storage
(CAV) + gas furnace

Warehouse: Gas furnace serving 10% of floor
Warehouse 17,548 1 area, exhaust-only ventilation Central Gas Storage
Office: Packaged SZ CAV + gas furnace

Quick-service

2,500
Restaurant 1 Packaged SZ CAV + gas furnace Central Gas storage
Full-service Restaurant 5,000
X 125,400 Packaged terminal air conditioning (PTAC) +
HRMF: 19805 117 dwelling units 10 boilers serving heating-only baseboard Central Gas storage

2 https://www.cpuc.ca.gov/sb350/
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Nonresidential Prototypes Analyzed for Cost-Effectiveness

Building T All Conditioned Floo # of Baseline Hot Wat
u |'ng ype ( nditione r Baseline HVAC Distribution System asefine Fot Tater
Vintages) Area (ft2) floors System
HRMF: 1990s PTAC + boilers serving heating-only fan coils
HRMF: 2000s Split air conditioner + gas furnace

Small Hotel: 1980s

PTAC + gas wall furnace
Small Hotel: 1990s 42,552 4 Central Gas storage

Small Hotel: 2000s SZAC + furnace

Figure 6: Nonresidential Prototypes Analyzed for Cost Effectiveness.

Note that the High-rise Multifamily prototype assumes that cooling is installed, similar to the low-rise residential analysis. In
scenarios without air-conditioning, the incremental costs for electrification retrofits, or electrofits are likely to be higher than
those estimated in this study.

TRC electrified appliances with heat pumps for all appliances, except for restaurant cooking appliances, which are either
induction or resistance technologies. TRC examined the following packages for each prototype:

e  Mixed Fuel Code Minimum Package: Appliance upgrades on the existing building using code-minimum fossil gas
equipment.

e  All-electric Code Min: Replace any gas equipment with electric, code-minimum equipment, including heating,
ventilation and air-conditioning (HVAC), service hot water (SHW), and cooking appliances (for restaurants only).
Upgrade electrical infrastructure as-required. The baseline for this package is a gas code-minimum equipment
replacement, including HVAC, SHW, and appliances.

o All-electric Code Min (2022 TDV): All-electric Code Min, with cost-effectiveness calculations done using 2022 TDV
multipliers. The baseline for this package is the same as the all-electric Code Min Baseline, except with 2022 TDV
multipliers.

e  Electric HVAC + SHW: This package is specifically for the restaurant prototypes, and it replaces gas space and water
heating equipment with electric code-minimum equipment.

e All-Electric + Efficiency: Adds efficiency measures to the All-Electric Code Min package, except in restaurants where it
adds efficiency measures to the Electric HYAC + SHW package.

e All-electric + PV: All-electric Code Min, including a solar PV array, plus battery storage for the Restaurant prototypes
only. The solar PV size is customized for each prototype based on either offsetting annual kWh consumption, or the
size accommodated by 50% of the roof, whichever is smaller. Batteries were sized to offset the majority of peak load
hours. The baseline for this package is the same as the All-electric Code Min Baseline.

e  All-electric + PV (2022 TDV): All-electric + PV, with cost-effectiveness calculations done using 2022 TDV multipliers.
The baseline for this package is the same as the All-electric Code Min Baseline, except with 2022 TDV multipliers.

Results

TRC identified the results summarized below. For complete findings, please reference the attached Nonresidential memo.

e  Restaurants: no cost-effective electrofit packages identified yet.

e  Stand-alone Retail: electrofits are cost effective using both On-Bill and TDV metrics when combining efficiency
measures or solar PV. The efficiency measure packages represent a much lower upfront cost than PV, and more
widespread cost effectiveness. Efficiency measures include window film and a lighting retrofit to 2019 code-minimum
requirements (0.95 W/ft?).

o  Warehouse: electrofits are cost effective using the On-Bill metric when combining with solar PV.

»  Medium Office: little-to-no cost-effective electrofit packages identified yet. Adding solar PV narrowly achieves a cost-
effective outcome in the 1980’s vintage.
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o  High-rise Multifamily: The 90’s vintage, which has a negative incremental cost for electrofit, is cost effective using
TDV and when including solar PV.

o  Small Hotel: Electrofits are very cost effective, both on-bill and TDV, due to the installation of package terminal heat
pumps (PTHPs) instead of separate furnace and air-conditioning systems that are assumed in the mixed-fuel baseline.

3.2 Incentives and On-bill Financing

The Team performed an extensive literature review (attached) to identifying financing options for existing building
electrification. The literature review lists the currently available incentive programs and financing options for Menlo Park
residents and businesses. The review also identified that local jurisdictions could serve in the lead role in providing the
following financing pathways:

e Municipal Financing (e.g., green bonds and local taxes and fees): Voter-approved fund generation mechanisms
can affirm a community’s willingness to invest in decarbonization measures. Bonds can be used for public
infrastructure projects, and increased revenues from utility taxes can serve to potentially provide consumer
financing.

* Incentive Programs: A jurisdiction may lead the development of incentive programs, likely with funding from a
partner organization, such as San Jose and Marin County partnering with the Bay Area Air Quality Management
District. Redwood City has recently started a modest program offering electrification incentives.

Local jurisdictions may also serve educational and advocacy roles for the following mechanisms:

e  Electrification as a Service: A local jurisdiction can play a key role in reducing market entry barriers for providers
such as BlocPower, or advocate for establishing local programs that create a market for contractors and installers
by paying them for projects that deliver metered bill savings.

o Tax Credits, Deductions, and Rebates: Federal tax incentives can be attained for eligible electrofits and stacked
with incentive programs, though they are fairly low amounts.

e On-bill Financing: The Investor-owned utilities (IOUs) and local community choice aggregation programs can
offer on-bill financing to their customers for energy efficiency and electrification upgrades. These loans are
associated with the utility customer and not the meter, which usually disqualifies renters from being eligible. On-
bill financing loans offer low interest rates and can serve customers with low credit history. PCE is exploring
implementing an on-bill financing program in 2022 for its customers.

o  The IOUs can also offer tariffed on-bill (TOB) financing to its customers. TOB loans are associated with
the utility meter and not the customer, which allow them to serve a wide market including hard-to-
reach segments such as renters.

e  Loan Programs: A suite of loans are available for credit-worthy residential and nonresidential building owners
through the California Hub for Energy Efficiency Financing, including programs for residential, affordable multi-
family, and small businesses. These programs may fill in gaps where building owners may have insufficient access
to incentive programs or tax deductions. Loans are expected to be one of the last options to financing a project,
as they carry more risk for the applicant than many of the preceding options listed. They also can increase debt
and have equity impacts, as it can further exacerbate financial vulnerability for low-income communities.

The review also noted the following financing mechanism gaps:

e  High investment costs and limited incentives for heat pump space heating as a replacement for a methane gas
furnace in a building that does not already have air-conditioning.

e Limited precedence for existing building electric vehicle (EV) financing. A jurisdiction may supplement PCE’s EV
incentive program with additional incentives or additional loan programs targeted toward EV investment in a
similar manner that Boulder partnered with a local credit union (See Section 3.4 for more details).

e Nonresidential buildings are eligible for fewer incentive programs than residential. This may be due to the higher
financing needs and access of the nonresidential market.
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3.3 Market Readiness

3.3:1

Technology

The technology is available for full electrification of all building stock today, with exception in a minority of industrial and
process loads. As outlined in the New Building Institute’s Building Electrification Technology Roadmap, there are limited
technology barriers to building electrification. Key takeaways from the study include:

8| TRC

Space Heating

o  Various forms of heat pump systems are technically ready and available to address most retrofits, including
commercial space heating needs. More difficult buildings include those with large heating loads, such as
labs and hospitals, and those with physical constraints that would prevent the footprint and hot water
storage necessary for a load-flexible heat pump.

o  Electric resistance boilers and electric reheat coils are technically ready and available to address niche space
heating needs, but they do not offer the high efficiency and GHG reduction benefits that heat pumps do.

Water heating

o HPWHs are technically ready and available to address some retrofits and multi-family hot water needs with
demand control capability.

o Solar thermal and electric resistance water heaters are technically ready but have drawbacks.
Cooking

o Induction cooktops and electric resistance ovens are technically ready and available to address some
retrofits and commercial cooking needs.

o Barriers include:
= Consumer desires for charbroiling.
= Low consumer education.

=  Ferrous cookware requirements that are a separate investment from the range. This can have
equity impacts in requiring further investment in new cooking equipment to use induction
cooktops. Conversely, there are utility bill impacts in using electric resistance ovens, which have
equity impacts on low-income communities.

=  There are some range sizes that non-standard in the induction market (e.g., 24” and under, 36”
and over).

= Limited stock in stores. Many models are available online, though this may lead to long shipping
times.

=  |Induction cooktops rated for outdoor kitchens are not currently available.
Clothes dryers

o  Heat pump dryers and combo washer/dryers (condensing dryers) are the recommended technologies to
focus electrification efforts for residential buildings right now.

o  Electric resistance dryers are technically ready and available to address residential new construction and
commercial laundry needs.

o  The primary roadblock is the lack of commercial-grade heat pump clothes dryers in the U.S. market, which
are more common in Europe and Asia.

Pool heating

o  Pool heat pumps are widely available in the US.

o  Contractor education will be required in order to make pool heater heat pump installations more common.
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Across all these technologies, the primary barrier is the unique site considerations and heightened electrical requirements
when replacing gas appliances and the related challenges posed to contractors. A major barrier specific for HYAC and plumbing
contractors has been simple preference for gas-fired equipment to maintain business-as-usual practices.

3.3.2 Contractors

Although used widely throughout the United States and other countries, HPHW represent the newest technology for
contractors in California. This will be a major overhaul in how contractors provide space and water heating services to
customers. As mentioned in the previous section, the preferences of contractors to continue to use gas-fired equipment will
continue over the next few years, resulting in a limited supply of contractors capable and willing to do this type of work. This is
a natural and normal process for any industry or professional grappling with deep trade related changes. It requires a significant
time investment for the contractor to learn about the technology, how to expertly install and inform customers about its use
and performance, and become efficient at installing and problem solving gas to electric conversions to lower overall labor costs.

Installation in existing buildings can require a different configuration than gas equipment, and it may require both an electrician
and a plumber for a task that once required only one trade. The industry will need time to become more educated and align
their trade licenses in a way that provides convenient and efficient services.

Mechanical contractors may be already well-suited for installation, as they are accustomed to installing air conditioner and heat
pumps. Electric ranges and dryers do not require special installation, except for an adequately-sized electrical circuit, which can
be performed by a licensed electrician.

Property owners can utilize two resources to find contractors that are well versed in electrification technologies:

e  Bay Area Regional Energy Network has a database of nearly 100 certified contractors throughout the Bay Area that
specialize in residential energy assessments, heat pump HVAC, HPWHs, solar PV, and other building components.

e  The Clean Energy Connection has a database of contractors serving single family, multi-family, and commercial
properties across California. It also includes information on whether the contractor provides financing, participates in
rebate programs, and speaks multiple languages.

3.4 Other Bay Area Cities’ Progress Toward Existing Building Electrification

Representatives of many other cities have indicated interest in electrifying existing building stocks in order to meet GHG
reduction goals. Cities at the forefront of early analysis and public engagement include the City of Berkeley and Half Moon Bay.
Half Moon Bay is considering a requirement to replace natural gas equipment at the end of its useful life known as a “burnout”
type regulation/ordinance.

In April 2021, the City of Berkeley developed an Existing Buildings Electrification Strategy (draft). 3 A major conclusion included
that before any mandatory measures can be implemented or considered, there are equity issues that need to be addressed to
make the mandatory policies effective and doable for all members of the community. This has ultimately led to a delayed ability
to mandate electrification of existing buildings. Berkeley projects that they will be able to electrify all existing buildings by 2045.

Many foundational policies/activities need to be developed or enhanced to prepare for mandatory requirements such as tenant
protections, advocacy at the state level, building set back requirements, and energy efficiency upgrades in the existing housing
stock to ensure affordability. A road map was prepared that identifies short, medium, and long-term strategies. Below is a table
that summarizes their roadmap.

3 https://www.cityofberkeley.info/uploadedFiles/Planning_and Development/Level 3 -
Energy and Sustainable Development/Draft Berkeley Existing Bldg Electrification Strategy 20210415.pdf
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Berkeley’s Existing Building Electrification Strategy

Phase 1: 2021-2025 Demonstrate the benefits and feasibility of electrification through:

Short Term e  Community engagement
° Pilot projects
° Education campaigns
e  Well trained job force
e  Additional incentive programs
e  Larger scale financing programs, such as tariffed on-bill financing.
e  Collaborate with regional and state partners to ensure the ability to execute Phase
2

Phase 2: 2022-2030 The following would be only implemented after Phase 1 actions have demonstrated

) feasibility, cost effectiveness and best practices:
Medium Term

° Mandating electrification at points of sale, lease, renovation, and part of a
building performance standards program.
*  Neighborhood scale electrification

Some Phase 2 actions will need to be implemented only after accessible funding and
financing programs is in place or the upfront costs of electrification reach parity with gas
infrastructure.

Phase 3: 2027-2045 Bans the use of gas

Long Term

Figure 7: Berkeley's Existing Building Electrification Strategy

In April 2021, Half Moon Bay proposed a draft building electrification ordinance that includes new construction electrification
requirements, and it prohibits replacing fossil gas appliances with another gas appliance in alteration scenarios.* The City is
conducting public engagement through September of 2021 before making a final decision.

3.5 Equity

Electrification policy must make financial sense for all community members, including lower-to-moderate income (LMI)
residents. Ensuring that benefits of electrification, such as health, safety, and affordability, are targeted toward marginalized
communities reverses compounding historical injustices, many of which have been created and perpetuated by government
action. PCE’s literature review identified the following findings:

o  Without equitable policy development, local building regulations run the risk of doing more harm than good. For
example, landlords may raise rents or evict tenants when making building upgrades, a harmful practice known as
“renovictions.”

e  Partnering directly with local community based organizations (CBOs) can expand city efforts and deepen
engagements in the creation of building decarbonization policies. CBOs and community members may initially be
skeptical of governmental interventions, but early and regular engagement can lead to honest discussions around
climate policy, establish a strong commitment, demonstrate accountability, repair trust, and lead to better overall
policy.

e  Rental property energy performance standards, coupled with rental housing policies, could reduce the energy cost
burden on tenants, eliminate the split incentive, and support cities in meeting climate goals.

4 https://www.half-moon-bay.ca.us/761/Building-Electrification
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e  CBOs and community members should be compensated for attending workshops or meetings to cover childcare,
food, travel, or other expenses.

The City of Berkeley Existing Buildings Electrification Strategy defines the multiple forms of equity, establishes the intention to
design policy around the goal of Targeted Universalism, and will leverage the Greenling Institute’s Equitable Building
Electrification Framework.>® Berkeley’s strategy aims to address LMI populations’ ability to invest and access available
incentives, avoid increasing debt in financing programs, and invest in energy efficiency and solar and battery storage to ensure
bill impacts are reduced or negligible.

Using the LEAD tool, Figure 7 shows American Community Survey data indicating that there are approximately 1,500 housing
units in Menlo Park that are below the 30% area median income (AMI).” The occupants of these housing units are mostly
renters and pay seven to eleven percent of their income on energy (also known as energy burden). As one example, an
equitable policy would strive to ensure that the energy burden of LMI communities matches that of more affluent populations
(see Section 3.1.4).
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Figure 8: Average Energy Burden (Percent of Income) for Menlo Park

5 https://www.cityofberkeley.info/uploadedFiles/Planning_and_Development/Level 3_-
_Energy_and_Sustainable_Development/Draft_Berkeley_Existing_Bldg_Electrification_Strategy_20210415.pdf
6 https://greenlining.org/wp-
content/uploads/2019/10/Greenlining_EquitableElectrification_Report_2019_ WEB.pdf

7 https://www.energy.gov/eere/slsc/maps/lead-tool
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4 Policy Options

This section provides an overview of possible policy and program options that Menlo Park can consider in advancing building
electrification of existing buildings. The policy options currently focus on existing single family and some multi-family
electrification opportunities. Nonresidential (commercial) will be added once further the cost-effectiveness data is completed.
The next section of this report analyzes the GHG reductions for each option. The last section uses criteria to rank policy options
for consideration.

There are three important notes to make:

1. Implementing all of the policy options will only achieve half of the needed GHG reductions by 2030; efforts at the
regional, state, and federal government levels will be needed to support Menlo Park in meeting its GHG reduction
goal.

2. It will be important to consider the GHG emissions differences between commercial and residential consumption
when finalizing an existing building electrification strategy for Menlo Park. See graph below.

3. Similar to Berkeley’s findings, significant foundational work may be needed before considering any regulations and/or
mandates. Further discussion is provided below.
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Figure 9: Natural Gas Emissions by year in Menlo Park

4.1 Groundwork to Pave the Pathway Towards Electrification Mandates
Similar to Berkeley’s findings, significant foundational work may be needed before considering mandates, and includes:

e  Robust engagement and education to assist residents and business on grid resiliency through solar and battery
storage and addressing climate change through all-electric buildings.

e  Pilot projects that include solar, energy storage, and electrification that support LMI community members.

e  Advocate at regional and state levels to advance electrification for existing buildings.
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o  Development of additional incentives and financing programs and explore possible funding mechanisms

e  Development of rental protections and/or rental license program that would not cause displacement or rent
increases because of future electrification mandates.

o  Development of, or include in, housing rehab programs such as solar installation, energy efficiency upgrades, and
building electrification.

o Modify Menlo Park’s noise and building setback regulations to accommodate building electrification needs.

Addressing these areas before mandates are adopted will be key in gaining community buy-in, trust, and support. It will help to
identify and problem solve for unusual or unique building layouts or energy needs (e.g., must relocate equipment in setback
areas). It will place equity at the forefront by creating policies or programs in advance of regulations to ensure that a financial
safety net is provided to LMI community members.

4.2 Option 1: Public Engagement and Education

4.2.1 Develop a Robust Public Engagement and Education Program

This option involves developing a comprehensive concierge type of service to assist residents and businesses through the
electrification process. This can include partnering with PCE on projects/programs, piloting projects for electrification in LMI
neighborhoods, providing energy analysis and design services for all members of the community, permit counter education
opportunities, large-scale community education forums and outreach for residents and businesses, and assistance with rebate
and financing eligibility.

City Resources Required

Additional staff would be necessary to perform this work. The staff required could be minimized (but not eliminated) if the City
is able to contract/partner with a local nonprofit, utility, or company to support the work.

4.3 Option 2: Generate Funds to Develop Additional Incentive and Financing
Program Offerings

In order to provide additional incentives and financing programs for Menlo Park residents and business, Menlo Park may want
to consider generating revenues from various sources to support electrification particularly for LMl residents.

431 Potential Revenue Sources

A local jurisdiction can use one time reserves as an option to fund additional incentives or programs to support electrification
efforts for LMI residents. Funds from American Rescue Plan Act may also have flexibility in being used for electrification efforts.

There are a variety of ways a local government generates revenue to fund incentives and use fees as a disincentive to continue
to generate GHG emissions. Local governments may incorporate a fee for building projects that generate GHG emissions and
use the funding to incentivize future decarbonization offsets throughout the jurisdiction. This also has the added effect of dis-
incentivizing generating GHG emissions on site. An example of this includes:

o  The City of Watsonville adopted a carbon fund ordinance in 2015 that charges a fee to all development projects
including new construction, additions, and alterations, with the exception of single family alterations. The additional
carbon impact fee is between 30% and 50% of the building permit fee. Projects may be refunded the fee if they install
on-site renewable generation to offset the average annual electricity load.1%2

e Inlate 2019, the City of San Luis Obispo tentatively proposed a GHG in-lieu fee for new construction projects that
installed fossil fuel consuming appliances, ranging from $6,013 for a typical single family residence up to $89,000 for a
54,000 ft? office.’%® This measure has been delayed for adoption due to community concerns.

Utility Users Tax to Fund Low-Income Electrification

A utility users’ tax (UUT) may be levied by municipalities to provide general fund revenue. The tax may be increased to generate
funds for projects and programs that reduce GHG emissions and provide catered offerings for income-qualified projects.
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o  The City of Berkeley proposed Measure HH in 2020 to increase the UUT from 7.5 to 10% for electricity and 12.5% for
methane gas.’® The UUT proposal included special rates for income-qualified residents. Despite strong community
support during survey, the ballot measure was ultimately defeated.

e  The City of Albany proposed Measure DD to increase the UUT from 7 to 9.5% for electricity and gas and apply a tax to
water service at 7.5%. The measure passed. The measure is estimated to generate an additional $675,600 in new
revenues annually for the City.10?

As part of the 2006 general election, Menlo Park voters passed a ballot measure imposing a maximum 3.5% tax on gas,
electrical, and water usage, and a maximum 2.5% tax on cable, telephone, and wireless services. These maximum tax rates
became effective on April 1, 2007.8 Menlo Park City Council has maintained the tax across all utilities at 1%, and can increase
this tax on natural gas to 2.5% and 3.5% without requiring a new ballot initiative. The tax would not be imposed on those on
subsidized energy (electric and gas) rates such as participants in the CARE or FERA programs. Increasing the taxes up to its voter
approved limits would result in an additional $3 million per year in revenues.

4.3.2 Financing

A municipality can also use borrowing capacity or loan loss reserve to develop a partnership with a local lender and create a
loan program to finance electrification enhancements. A dedicated loan program brings a streamlined funding opportunity and
rate certainty to property owners who are considering the prospect of electrification and would benefit from the extra financial
line of sight. California has several dedicated loan programs for energy related upgrades through the California Hub for Energy
Efficiency Financing, and there are a few examples outside of California of cities partnering with lenders to create customized
programs, such as Fort Collins Home Efficiency Loan Program and Boulder’s partnership with Elevations Credit Union.

4.4 Option 3: Time Certain Building Performance Standards

Building performance standards can alert building owners of citywide, deadline-driven requirements, allowing them to plan
long-term upgrades. They also capture buildings that are not retrofitted, sold, or submitted for permit during an alteration. In
some cases, cities require that upgrades be performed within certain time windows or face a penalty. Examples of these
policies, and the issues contained, are listed below. Similarly, a jurisdiction may adopt an ordinance requiring that all buildings
replace their existing appliances to be all-electric by 2030. To enhance compliance, cities may need add field inspection
programs and penalties for noncompliance.

e  The City of Brisbane requires most owners of buildings larger than 10,000 ft? to report energy benchmarking results
using ENERGY STAR Portfolio Manager® to the city annually on May 15th starting in 2021. Starting in the 2023
reporting cycle, buildings will be required to demonstrate building efficiency performance metrics or conduct an audit
to identify and implement savings opportunities.

»  Some cities may leverage existing structure from rental policies and business license programs to enforce disclosure
programs and require additional upgrades. The City of El Cerrito is a California example of a residential rental
inspection program, operating since 1997. El Cerrito requires all residential rental units to be registered, obtain a
business license, pay an annual license tax, and be inspected every two years. The inspection costs approximately
$129 per multi-family unit. The inspector checks for a variety of measures including appliance installation and
operation as well as electrical wiring. The cities of Richmond, San Pablo, and San Rafael also include rental inspection
programs, though triggers can vary by regular time periods, time of sale, and/or complaints. These programs achieve
an average of 80% compliance rates.

o StopWaste has developed key considerations and estimates of carbon impacts to support jurisdictions
exploring the idea of a rental housing inspection program with energy efficiency requirements.

o  The City of Berkeley may expand their Building Emissions Savings Ordinance (BESO) program to include GHG
emissions per square foot estimates and require building owners to limit emissions according to gradually decreasing
threshold through 2045. This may be administratively challenging—even under the current BESO program design, a
recent evaluation found that the “BESO administrative process [and ensuring compliance] is staff-intensive and time
consuming.”

e Outside of California, the City of Boulder adopted the SmartRegs program in 2010, which required that rental
properties meet energy efficiency requirements by 2018 or before a rental license application approval. In 2017, 100

8 https://www.menlopark.org/377/Utility-user-tax
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percent of the rentals were inspected, and 86% were compliant. Similarly, Boulder also requires that commercial and
industrial building owners complete one-time lighting upgrades and implement cost-effective retro-commissioning
measures by set dates, depending on the size of the building. Failure to perform upgrades can result in fines of
$0.0025 per square foot up to $1,000 per day of non-compliance. To support property owners, the City provides a set
of resources including a cost estimation tool and a list of service providers.

e  Since 2013, the City of Chicago has required multi-family and commercial buildings of at least 50,000 ft2 to report
whole-building energy use annually, according to a custom energy rating system that went into effect in 2019. The
rating is required to be posted in a prominent location on the property, and either the energy rating or ENERGY STAR®
score must be listed in any advertisements for sale or lease at the time of listing.

e In May 2021, the City of Burlington adopted an ordinance requiring rental units that consume over 90 kBtu/ft? for
space heating purposes to implement energy efficiency measures up to a cost cap of $2,500/unit to complete the
initial work, not including incentives. After the initial work is completed, property owners are given a three-year
extension to finish the required efficiency improvements with no cost cap.

e  Gainesville, Florida has a rental unit permit and inspection program that requires rental units apply for permits
annually and demonstrate that they meet a set of energy efficiency requirements.

Time certain building performance standards raise community awareness and allow the opportunity for property owners to
comply through our policy pathways, such as permitting (Option 4) or time of property transfer (Option 5). Inspection
requirements for rental licensing programs can also be used to achieve equitable outcomes such as adequate living standards
and fair leasing practices.

Pros Cons

e  Easy for residents to understand e Time certain years require enforcement in those
e Reduces missed opportunities with gas years, such as rental license or business license
replacements during burnout programs, increasing staff responsibilities
e  Candirectly tie to time-specific goals e  Right timing replacements may be difficult, such as
e Ability to impact all buildings emergency replacements
e  Can be integrated well with incentives ° May require a new tracking platform for buildings
e  Rental license program could be leveraged for and residences
many other uses and help create equity. e  Without incentives, can add significant cost to

annual operating budgets of constituents
e  Expected backlash from realtors

Figure 10: Pros and Cons of Time Certain Ordinance
Creating Rental License Program to Enforce End-of-life and Time-certain Electrification in Rental Housing

Rental units are notoriously difficult for energy efficiency programs, because there is a split-incentive issue. In most cases, the
landlord would need to invest in energy efficiency upgrades, while the tenant reaps the benefits of energy savings. Since
approximately 40% of households in Menlo Park are renter-occupied, a program targeting rental units is critical to meeting the
City’s residential decarbonization targets.

The City of Boulder’s SmartRegs program has seen significant success. Since the programs implementation in 2013, 23,000
rental units have been licensed. In order to utilize this policy option, Menlo Park will first need to create a rental license
program. Boulder first instituted rental licensing in the 2000s in order to create a pathway to track rentals in the jurisdiction,
and an inspection program to ensure safety of rental units. In a conversation with Boulder staff, the investment to create the
program included:

1. 1fulltime employee (FTE) for a full year to create a tracking system for all rental licenses in Boulder
2. One quarter FTE continuing to implement the program
3. Creation of GIS dashboard to track rental licenses
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Creation of a rental license program, with a goal of creating a rental-focused electrification policy and enforcement mechanism
could be an approach to achieve the city’s goals. The program would require end-of-life electrification and time certain total
building electrification of all rental units by 2030, and the license would be utilized as the enforcement mechanism.

Additional benefits of a rental license program above and beyond the scope of building decarbonization initiatives include:

1. Ability to track safety of rental properties within Menlo Park
Ability to track rental price increases and implement programs to manage increases in rental costs

3. Ability to utilize rental licensing to track and regulate Short Term Rentals (STRs.) — Note: Boulder uses the rental
license program to track STRs in addition to safety and energy efficiency

4.  Venue to encourage decarbonization efforts through direct correspondence with landlords.

4.5 Option 4: Permitting

California’s Title 24, Part 6 Building Energy Efficiency Standards contain various efficiency upgrade requirements that additions
and alterations must comply with if the trigger conditions are met. For example, the standards dictate that space-conditioning
system replacements (the trigger event) are limited to methane gas, liquefied petroleum gas, or the existing fuel type, except in
the case of going from gas or liquefied petroleum gas to heat pumps (the requirement).

Local governments may use the same triggering events, such as the replacement of a mechanical and/or domestic water
heating system, and further require electrification measures. In this case, a local code amendment could further require that
replacement equipment be heat pump systems, as opposed to the like-for-like replacement currently allowed in Title 24, Part 6.

Encouraging or requiring electrification conversions make most economic sense when coupled with major renovations, because
it can be more cost effective and less disruptive to the building owner. Solar PV installations have an added benefit of improved
operational cost effectiveness.

Pros Cons

e  Easy path to enforcement e  Without incentives, can add significant cost to
e  Clearly within City of Menlo Park purview some improvement projects
e  Good opportunity to integrate with incentives . May decrease permit adoption

e Permit adoption rates are low, reducing
effectiveness of this approach

Figure 11: Pros and Cons of Permitting as Intervention Point

4.51  Option 4A-4B: Electrification Ready Upgrades in Minor Alterations and Additions:

The electrification readiness option is intended to start the conversion process for existing residential multi-fuel buildings to all-
electric buildings by requiring the installation of the electrical infrastructure needed to allow for the future conversion. This
approach requires additional scope of work to a building permit; however, it does not add significant cost to the project due to
the contractor being hired specifically to work on the building’s electrical systems.

The electrification readiness requirements are triggered by building permits with a scope of work that includes:
e  The installation of a photovoltaic system or the replacement/upgrade to a main electric panel.

e  The installation of a reverse cycle air conditioning condensing (heat pump) unit instead of a traditional air
conditioning condensing unit.

4A: The Installation of a Reverse Cycle Air Conditioning Condensing (Heat Pump) Unit

This option would require a reverse cycle air conditioning condensing (heat pump) unit to be installed instead of a traditional air
conditioning condensing unit when a building permit application is made that includes replacing an existing air conditioning
condensing unit is or the installation of an entirely new system.

The reverse cycle condensing unit is the critical piece of the infrastructure needed for the conversion to HPSH (heat pump space
heating equipment) system. This option also builds on the electrification provisions of electrification readiness by making the
conversion to a HPWH and/or HPSH equipment no more difficult than the replacement of a gas-fired water heater (GFWH) and
gas-fired space heater (GFSH) equipment like in kind.
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The number of structures that are made electrification-ready could be increased by including building permit applications for
additions to existing buildings that also include:

* Anincrease the overall condition space,
e  Maodifications to the electrical, plumbing, or HVAC systems.

These additional scope of work requirements to trigger of the electrification readiness option are intended to avoid capturing
projects, such as a roof being added over an existing porch/patio or an increase in the square footage of a garage or carport,
which do not affect the overall consumption of energy for a structure.

4B: Installation Electric-Ready Infrastructure During Photovoltaic System Installation or Panel
Upgrade Replacement

When a permit application is made that includes the installation of a solar PV system or the replacement/upgrade to a main
electric panel for one- and two-family homes and townhomes, the applicant would also be required to provide:

e  The reservation of breaker space in the existing or new electric panel to accommodate anticipated future
electrification of single and multi-family buildings’ electrical load.

e  Wiring to a current water heater location to allow for the installation of a HPWH in an emergency repair situation for
single-family buildings.

When a permit application is made that includes the installation of a solar PV system or the replacement/upgrade to a main
electric panel for all other multi-family buildings, the applicant would also be required to provide:

e Wiring to current water heater location in multi-family buildings that have all of the water heaters serving individual
units installed in the same location or in buildings with a centralized building water heater.

e  The reservation of breaker space and electrical capacity to accommodate the additional electrical loads associated
with heat pump water and space heating, a 120-volt, 30-amp circuit per unit to allow for electric vehicle charging,
electric stove, ovens, and clothes dryers can potentially necessitate the upsizing of the panel size. However, this is
solely an equipment and wiring cost, and it should not adversely affect the overall labor cost.

The requirement to add wiring to the current gas fired hot water heater does add both labor and material cost. However, by
having the wiring installed allows for a property owner to replace the existing gas fired water heater at the end of its life cycle
with a HPWH without experiencing any additional time without hot water than would normally be experienced. The
requirements do not include wiring for the HPSH due to not knowing the desired location of the heat pump space heating
equipment being based on the City’s zoning ordinance requirements for required side and rear yards and the City’s noise
ordinance, which cannot be determined until the equipment has been selected.

There is the possibility that the installed wiring to the existing water heater location may never be used due to an increase in
the HPWH physical size that prohibits the HPWH from being installed in the same location. The rate of recovery for a HPWH
being considerable slower than a gas fired water heater, and most manufacturers recommend that the storage size be
increased for a HPWH to offset the slower rate of recovery. A typical recommendation for a replacement of a 40-gallon gas
fired water heater is 60 to 80 gallons for a HPWH. The increase in physical size can potentially cause a conflict with:

e  The City’s zoning ordinance requirements if the water heater is located in a garage and the new HPWH encroaches
into the required interior clear space for parking cars.

o  Adequate space in an existing water heater closet located in single-family buildings or individual dwelling units in
multi-family buildings.

However, most HPHW of larger capacities only increase height, resulting in marginal increase to footprint. The height, still being
below seven feet.

4.52 Option 4C: Heat Pump Based Equipment Installed Upon Voluntary Replacement

The voluntary replacement option is intended to begin the electrification process by leveraging the educational and
electrification readiness ground work for single- and multi-family home property owners who are voluntarily replacing existing
gas fired water heating and/or space heating equipment prior to the equipment’s end of life.
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The conversion from an existing GFWH to a HPWH poses some challenges. HPWH require the discharge of condensate water,
typically requires the installation of a larger sized water tank and involves a licensed electrical contractor to install the electrical
wiring and a licensed plumber to install the HPWH. The conversion from a GFSH to a HPSH equipment only requires a licensed
HVAC contractor.

Heat pump based equipment generates condensate water. Condensate is caused by moisture accumulating on the heat pump
evaporator coils where the refrigerant absorbs heat. The discharge of condensate water requires both the discharge line and an
overflow line in the event that the discharge line becomes plugged. The discharge of the water can be particularly challenging
for equipment not located on an exterior wall, above the first floor of a structure or for structures where the first floor is a
concrete slab.

The condensate water needs to be captured and discharged outside in most cases because West Bay Sanitary District (District)
does not allow the discharge of condensate water into the sanitary sewer system. The California plumbing Code states, “No
plumbing fixtures served by indirect waste pipes or receiving discharge therefrom shall be installed until first approved by the
Authority Having Jurisdiction.” and defines air conditioning condensate discharge as indirect waste. The District is the Authority
Having Jurisdiction (AHJ) as it applies to the discharge of condensate water and requires all condensate water to be discharged
to landscape for buildings with 1 to 50 units. A permit from the District is required thereafter with a connection fee and an
annual Sewer Service Charge.

The recovery rate for a HPWH is considerable slower than a gas fired water heater. A water heater's recovery rate is the
amount of hot water the amount of hot water a tank water heater can provide in just one hour after being completely drained.
Most manufacturers recommend that the storage size be increased for a HPWH to offset the slower rate of recovery. While the
recommended increase in size varies based on demand and rate of recovery, a typical recommendation for a replacement of a
40-gallon gas fired water heater is 60 to 80 gallons for a HPWH.

The increase in physical size can potentially cause a conflict with the City’s Zoning ordinance requirements if the water heater is
located in a garage and the new HPWH encroaches into the required interior clear space for parking cars. A potential resolution
to this encroachment issue is to install the HPWH in a new location however they cannot be located where they are exposed to
the elements and there is a potential for considerable additional cost associated with the reconfiguration of the existing
plumbing to accommodate the new hot water heater location. Additionally, heat pump equipment typically generates noise
levels above 70 dBa which can potentially cause a conflict with the City’s Noise Ordinance for all heat pump equipment located
outside.

The Voluntary replacement option also captures hot water replacements in multi-family buildings that have existing electric
resistance water heaters located in each unit. While this does potentially add cost to the project, some of those costs can be
offset with available incentives. It is difficult to ascertain if additional electrical work will be required to address the electricity
requirements for a HPWH and how condensate water will be discharged due to the differing ages and construction of the
existing multi-family building stock. However, the requirements would result in an approximate 66% reduction in electricity
consumption per water heater.

Permits for the replacement of GFWH and GFSH are applied for and issued on-line, which poses a challenge in determining how
to implement this requirement since the permit information does not note whether the replacements are voluntary or due to
the end of equipment life. Additionally, the 2019 California Building Standards Code allows for emergency replacement or
repair to a structure prior to obtaining a building permit. This allows property owners to make repairs in an emergency situation
to prevent further damage to a structure and protect life and safety. The more likely scenario is that this option will only
capture GFWH and GFSH being replaced or relocated as part of an addition and alteration projects.

The voluntary replacement option requirements only address voluntary replacement, upgrade, or relocation of the existing
GFWH and GFSH. The voluntary-only provision of the requirements allows single-family property owners whose structures are
electrification-ready the flexibility to research and maximize monetary incentives prior to replacing GFWH and/or GFSH
equipment. Property owners making incremental improvements to their structures have time to research contactors, products,
and incentives prior to the commencement of the work.

4.5.3 Option 4D: Heat Pump Based Equipment Installed During Additions to Single-Family
Residential Buildings

This option would require additions to single-family homes that increase the existing conditioned space to convert the existing
gas fired water heating or space heating equipment or both to heat pump based equipment, depending on the scope of work.
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Conditioned space is defined in the 2019 California Energy Code as, “An enclosed space within a building that is directly
conditioned or indirectly conditioned” and is included to avoid capturing projects whose scope of work is unrelated to water or
space heating. Additionally, the option requires the structure to be made electrification ready as prescribed in the
electrification readiness option. This option will add cost to the project and the cost effectiveness will be less than if replacing
the equipment at the end of its life.

The electrification requirements of this option would have two exceptions.

1. Additions that do not alter the existing space heating system. This exemption is included to avoid adding the cost
associated with the installation of new space heating equipment to a project where the existing system has capacity
to heat the new conditioned space. Dedicated wiring for the future electrification of the existing space heating
equipment is not required since the location of the HPSH equipment is based on the City’s zoning ordinance
requirements for required side and rear yards and the City’s noise ordinance, which cannot be determined until the
equipment has been selected.

2. Additions that do not alter the water supply system, which is included to avoid adding the cost associated with new
water heating equipment to a project. However, it does require the installation of a dedicated 240-volt, 30-amp
branch circuit to be installed within three feet from the existing water heater location to prepare the house for future
electrification.

As stated in previous option analysis, the requirement to add wiring to the current gas fired hot water heater does add both
labor and material cost. However, by having the wiring installed allows for a property owner to replace the existing gas fired
water heater at the end of its life cycle with a HPWH without experiencing any additional time without hot water than would
normally be experienced. The requirements do not include wiring for the HPSH due to not knowing the desired location for the
location of the HPSH being based on the City’s zoning ordinance requirements for required side and rear yards and the City’s
noise ordinance, which cannot be determined until the equipment has been selected.

There is the possibility that the installed wiring to the existing water heater location may never be used, due to rate of recovery
for a HPWH, which is considerably slower than a gas fired water heater. A water heater's recovery rate is the amount of hot
water the water heater is capable of providing in a given period of time. Most manufacturers recommend that the storage size
be increased for a HPWH to offset the slower rate of recovery. While the recommended increase in size varies based on
demand and rate of recovery, a typical recommendation for a replacement of a 40-gallon gas fired water heater is 60 to 80
gallons for a HPWH. The increase in physical size can potentially cause a conflict with:

e  The City’s zoning ordinance requirements if the water heater is located in a garage, and the new HPWH encroaches
into the required interior clear space for parking cars.

e Adequate space in an existing water heater closet located in a single-family building or individual dwelling units in
multi-family buildings.

A potential resolution to these conflicts is to install the HPWH in a new location; however, the equipment cannot be located
where it is exposed to the elements. Where the HPWH cannot be relocated within the existing single-family buildings footprint,
the existing structure would need to have a shelter constructed to accommodate the HPWH. The shelter could not be placed in
the required side or rear yards and could potentially add lot coverage and/or floor area. Additionally, heat pump equipment
typically generates noise levels above 70 dBa, which can potentially cause a conflict with the City’s noise ordinance for all heat
pump equipment located outside. The challenges associated with the relocation to accommodate a HPWH within a dwelling
unit in a multi-family building are even more complex.

454 Option 4E: Heat Pump Pool Heating Equipment for New Pools

This option would require the installation of heat pump pool water heating equipment for all new pool construction. Currently
all new single-family home development that includes the construction of a new pool are required to use heat pump pool water
heating equipment. However, a new pool being constructed on a property with an existing single- or multi-family or non-
residential building is not required to install heat pump pool water heating equipment.

The requirement for the use of heat pump pool water heating equipment for all newly constructed pools does increase the cost
of the direct pool construction cost due to the additional cost associated with using heat pumps rather than gas fired
equipment. Additionally, the use of a heat pump could result in the requirement to upgrade the existing electrical panel. A
typical heat pump pool water heating equipment requires a 40 to 60 Amp, 240 Volt circuit and greatly depends on the size of
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the pool. The electrical panel upgrade could potentially trigger the electrification ready requirement for existing Single- or
multi-family buildings should those policies be adopted. The additional capital cost associated with the heat pump equipment,
upgrade to the panel and electrification ready provisions could add significant cost to the overall project. The noise level would
be comparable to a similar sized air conditioning unit, and the noise from multiple heat pump sound sources is cumulative. A
cost effectiveness analysis was completed in Santa Monica, and found that pool heat pumps would be cost effective in their
climate zone (6), and may be cost effective in other communities upon further evaluation.

4.5.5 Option 4F: Electric Appliances and EV Charging in Alterations to Residential Buildings

This option requires alterations to single-family homes to convert the existing gas fired water heating or space heating
equipment or both to heat pump based equipment depending on the scope of work. This option will add cost to the project
and the cost effectiveness will be less than if replacing the equipment at the end of its life. Additionally, the option requires the
structure to be made electrification ready as prescribed in the electrification readiness option. There are two exceptions to the
requirements of this option:

e  The first exempts alterations that do not alter the existing space heating system. This exemption is included to avoid
adding the cost associated with new space heating equipment to a project. Dedicated wiring for the future
electrification of the existing space heating equipment is not required, since the location of the heat pump space
heating equipment is based on the City’s zoning ordinance requirements for required side and rear yards and the
City’s noise ordinance, which cannot be determined until the equipment has been selected.

e  The second exception exempts alterations that do not alter the water supply system. It is included to avoid adding the
cost associated with new water heating equipment to a project. However, it does require the installation of a
dedicated 240-volt, 30-amp branch circuit to be installed within three feet from the existing water heater location to
prepare the house for future electrification.

The requirements also capture alterations to multi-family buildings. Specifically, it requires:

e  The main panel serving the units have enough breaker space and electrical capacity to electrify all of appliances in the
unit; and a 120-volt, 20-amp circuit per unit to allow for electric vehicle charging but does not require the installation
of the outlet. Currently there is a rebate available through Peninsula Clean Energy to upgrade panel space for
multifamily properties.

e  The existing space heating equipment be replaced with heat pump space heating equipment when the heating
system is altered

e  The existing water heating equipment be replaced with heat pump water heating equipment when the water supply
system is altered; and

e  Adedicated 240-volt, 30-amp branch circuit be installed within three feet from the existing water heater location(s)
when there is an existing gas fired water heater in the unit under alteration, but the work scope does not include
alterations to the existing water supply system.

There are exceptions for multi-family residential buildings where the existing GFSH and GSWH systems are centralized for the
entire building(s)—the systems are required to be replaced with heat pump equipment when 50% of the units in the building(s)
have been altered. While these requirements do potentially add cost to the project, some of those costs can be offset with
currently-available incentives. It is difficult to ascertain if additional electrical work will be required to address the electricity
requirements for a HPWH due to the differing ages and construction of the existing multi-family building stock.

Alterations are defined in the 2019 California Residential Code as, “Any construction or renovation of a structure other than
repair or addition”. The term is used specifically in this option as it is a codified term however, it does have the potential of
capturing projects where the cost of this option requirements greatly exceeds the cost of the proposed alterations. As an
example, replacing a window would require making the building electrification ready by installing a dedicated 240-volt, 30-amp
branch circuit within three feet from the existing GFWH location(s), The reservation of breaker space and electrical capacity to
accommodate the additional electrical loads associated with heat pump water and space heating, a 120-volt, 20-amp circuit per
unit to allow for electric vehicle charging, electric stove, ovens, and clothes dryers can potentially necessitate the upsizing of
the panel size and the possibility that the installed wiring to the existing water heater location may never be used due to
potential conflicts associated with the increase in physical size, as discussed in the electrification readiness analysis. There are
three possible outcomes in this type of scenario:
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1. The property owner moves forward with a permit and complies with the option requirements.

2. The property owner moves forward without the benefit of permit which prevents the inspection of the installation to
ensure the proper installation of the equipment for the safety of the occupants.

3. The property owner elects to not replace the window and the potential energy efficiency gains associated with a new
window are lost.

Further consideration of more exceptions need to be explored to avoid the unintended consequence of adding significant costs
to small projects.

4.5.6 Option 4G: Replacement at End of Life

The requirement for the replacement of the existing gas fired water and space heating equipment at the end of life (burnout)
has some significant associated challenges. However, it is the most cost effective option. The replacement of gas fired water
and space heating equipment at burnout can potentially increase the amount of time between the time of burnout and the
time of completed installation due to additional tasks such as adding infrastructure for the discharge of condensate water. This
can ultimately result in permit avoidance and other enforcement challenges. More importantly, it could result in life and safety
impacts if community members install gas equipment without the benefit of a permit and inspection to ensure proper
installations.

Currently, when existing gas fired water and space heating equipment burns out it can be readily replaced by contractors who
specialize in replacement and typically carry inventory so that equipment can be replaced within 24 hours of notification which
is especially true with water heaters. If an ordinance is adopted that requires the replacement of existing gas fired water and
space heating equipment at burnout and structures are not prepared for the installation of heat pump equipment, the time
between burnout and the completed installation is greatly increased.

There are some challenges associated with heat pump water heating (HPWH) in a structure that does not have the required
infrastructure to support the new type of equipment. The property owners will have to:

e Hire an electrician to install the required wiring to support the heat pump equipment;
e Schedule the installation which most likely won’t be next day;

e  Hire a contactor to install the heat pump equipment; and

e Schedule the installation.

This process can take several days or weeks depending on contractor and equipment availability leaving the occupants without
hot water during that duration of time.

The recovery rate for a HPWH is considerably slower than a gas fired water heater. A water heater's recovery rate is the
amount of hot water a tank water heater can provide in just one hour after being completely drained. Most manufacturers
recommend that the storage size be increased for a HPWH to offset the slower rate of recovery. While the recommended
increase in size varies based on demand and rate of recovery, a typical recommendation for a replacement of a 40-gallon gas
fired water heater is 60 to 80 gallons for a HPWH.

The increase in physical size can potentially cause a conflict with the City’s Zoning ordinance requirements if the water heater is
located in a garage and the new HPWH encroaches into the required interior clear space for parking cars. A potential resolution
to this encroachment issue is to install the HPWH in a new location however they cannot be located where they are exposed to
the elements and there is a potential for considerable additional cost associated with the reconfiguration of the existing
plumbing to accommodate the new hot water heater location. Additionally, heat pump equipment typically generates noise
levels above 70 dBa which can potentially cause a conflict with the City’s Noise Ordinance for all heat pump equipment located
outside.

The challenges for replacement of space heating equipment are similar to those associated HPWH equipment with the
significant exception that an HVAC contractor can install both the electrical wiring and the equipment. However, the location of
the condensing unit is outside and needs to be located in compliance with the City’s Zoning and Noise Ordinances.

Heat pump based equipment generates condensate water. Condensate is caused by moisture accumulating on the heat pump
evaporator coils where the refrigerant absorbs heat. The discharge of condensate water requires both the discharge line and an
overflow line in the event that the discharge line becomes plugged. The discharge of the water can be particularly challenging
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for equipment not located on an exterior wall, above the first floor of a structure or for structures where the first floor is a
concrete slab.

The condensate water needs to be captured and discharged outside in most cases because West Bay Sanitary District (District)
does not allow the discharge of condensate water into the sanitary sewer system. The California plumbing Code states, “No
plumbing fixtures served by indirect waste pipes or receiving discharge therefrom shall be installed until first approved by the
Authority Having Jurisdiction.” and defines air conditioning condensate discharge as indirect waste. The District is the Authority
Having Jurisdiction (AHJ) as it applies to the discharge of condensate water and requires all condensate water to be discharged
to landscape for buildings with 1 to 50 units. A permit from the District is required thereafter with a connection fee and an
annual Sewer Service Charge.

Permits for the replacement of water and space heating equipment are applied for and issued on-line which poses a challenge
since the permit information does not note whether the replacements are voluntary or due to the end of equipment life.
Additionally, the 2019 California Building Standards Code allows for emergency replacement or repair to a structure prior to
obtaining a building permit. This allows property owners to make repairs in an emergency situation to prevent further damage
to a structure and protect life safety. In the event that a property owner has gas fired equipment replaced like in kind in an
emergency situation and then applies for a permit, the expanded requirements would obligate them to remove and replace the
newly installed equipment with a HPWH and/or HPSH equipment. An equally likely scenario is the potential of the replacement
of gas fired equipment like in kind without the benefit of a building permit (permit avoidance) to avoid significant time without
hot water or heat and any additional costs. The permit avoidance prevents the inspection of the newly installed equipment for
compliance with the fire life safety aspects of the California Building Standards Code to ensure the proper installation for the
safety of the occupants.

The Burnout option requirements could be applied to hot water replacements in multi-family buildings that have existing
electric resistance water heaters located in each unit. While this does potentially add cost to the project, some of those cost
can be offset with currently available incentives. It is difficult to ascertain if additional electrical work will be required to address
the electricity requirements for a HPWH and how condensate water will be discharged due to the differing ages and
construction of the existing multi-family building stock. However, the requirements would result in an approximate 66 percent
reduction in electricity consumption per water heater.

Most water heating for non-residential applications excluding restaurants/food service and laundry services is currently
achieved through electric resistance water heating due to relatively low hot water loads which is primarily associated with
handwashing and some showers. The use of a HPWH could be mandated at the end of life and could result in up to a 66 percent
reduction in electricity consumption per water heater. However, the noise associated with the HP equipment may not be
suitable for office environments and the discharge of the condensate could pose a significant challenge.

Heat pump based heating for non-residential applications is possible however far more complicated due to the variety of
building uses and systems currently installed in the existing building stock. These systems range from package Variable Air
Volume (VAV) systems using a water based chiller/boiler, centralized gas fired heating packages with separate cooling to
individual heating and cooling per unit in a building. It is difficult to ascertain the different types and ages of systems currently
in use and the potential additional infrastructure work in a building that would be required to convert an existing non-
residential building to a heat pump based space heating system.
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4.6 Number of Buildings Impacted by the Permitting Options

There are 7,333 single-family homes and 5,669 multi-family units (two or more units per building) per the 2019 ACS census
data. Below are the number of permits issued for additions, alterations and the installation of new electric panels, photovoltaic
systems, water heaters, and HVAC equipment in single- and multi-family residential buildings between 2017 and 2020.

Single-Family Average Number of Permits by Use and Work Type

EPI:;Zi: Additions Alterations
2017 51 76 59 53 59 172 27
2018 34 66 38 86 61 204 16
2019 37 75 49 53 45 195 12
2020 6 125 3 39 37 249 TBD
Average 32 86 37 58 51 205 18

Figure 12: Single-Family Average Number of Permits by Use and Work Type

Multi-Family Average Number of Permits By Use and Work Type

Year Electric Panels PV Water Heaters HVAC Additions Alterations
2017 3 0 14 18 0 88
2018 6 1 12 23 0 87
2019 2 2 26 10 1 73
2020 0 3 0 12 1 36
Average 3 2 13 16 1 71

Figure 13: Multi Family Average Number of Permits by Use and Work Type

Using the average number of issued permits per year and the 2019 census data the permitting options, the anticipated average
number of buildings based on each permitting option are as follows.
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4 6.1 Electrification Readiness

An average of 32 permits were issued specifically for new electric panels and 86 for PV systems between 2017 and 2020. This
data does not include electric panel upgrade/replacement or PV system installations associated with additions and alterations,
as accurate data is difficult to ascertain without review of each individual plan set. If the requirements for electrification
readiness are implemented, it is anticipated that an average of 118 buildings per year will be electrification ready by 2030. This
equates to 1.6% of the existing single-family and multi-family structures building stock, but it does not account for the new all-
electric buildings that are currently being built in compliance with the City’s adopted 2020 electric building codes.

Between 2017 and 2020 an average of 51 permits were issued for additions to single-family structures, and 1 permit was issued
for a multi-family residential structure addition, per year. If the requirements for electrification readiness are expanded to
include additions to single-family and multi-family buildings are implemented, it is anticipated that an additional average of
2.3% of the existing single-family and multi-family structures building stock will be made electrification ready for a total of 6%
annually. This does not account for the new all electric buildings that are currently being built in compliance with the City’s
adopted 2019 building codes.

4.6.2 Voluntary Replacement:

The number of voluntary replacements/relocations associated with additions and alterations in single-family buildings is
difficult to ascertain without review of each individual plan set. An average of 37 permits were issued specifically for the
replacement of water heaters in single-family buildings and 58 for the replacement of HVAC equipment between 2017 and
2020. If the requirements for the voluntary replacement are expanded to include the mandatory replacement of existing gas
fired equipment at the end of equipment life with heat pump equipment, it is anticipated that an average of 95 single-family
buildings (37 water heater permits and 58 HVAC permits) and 29 multi-family buildings (13 water heater permits and 16 HVAC
permits) per year will be electrification ready by 2030, which is approximately 1.7% of the existing building stock per year.

4.6.3 Additions to Single-Family Residential Buildings:

An average of 51 permits were issued specifically for additions to single-family homes between 2017 and 2020. It is difficult to
ascertain the number of these permits that would have triggered the Option’s requirements without review of each individual
plan set. Assuming that an annual average of 51 permits for additions to single-family homes trigger at least one of the
requirements, this would equate to .7% of the existing single-family home building stock having some form of heat pump
equipment installed and made electrification ready annually if implemented. This is in addition to the new all-electric buildings
that are currently being built in compliance with the City’s adopted 2019 building codes.

4.6.4 Alterations to Single-Family Residential Buildings:

An average of 205 permits were issued specifically for alterations to single-family homes and 71 for multi-family homes
between 2017 and 2020 that would have triggered the requirements. It is difficult to ascertain how many individual dwelling
units are associated with of the multi-family permits without review of each individual plan set. If the requirements are
implemented, it is anticipated that an average of 2.7% of the existing single-family home building stock would have some form
of heat pump equipment installed and made electrification ready annually. Assuming each permit issued for a multi-family
building was for a single dwelling unit, an average of 1% of the existing multi-family building stock would have some form of
heat pump equipment installed and made electrification ready annually. This is in addition to the new all electric buildings that
are currently being built in compliance with the City’s adopted 2019 building codes.

4 6.5 Impacts to State Building Codes or City Ordinances

The permitting options will require local amendments be made to the California Building Standards Code (CBSC) and possibly
the California Energy Commission Efficiency Code, the City’s zoning, noise, and heritage tree ordinances. The CBSC allows for
local jurisdictions to establish more restrictive and reasonably necessary to the CBSC. The local amendments are required to be
based on climatic, topographic, or geographical conditions and approved by City Council. All the proposed permitting policy
options will require going through the local amendment process.

Legal review is necessary to determine if building codes would require California Energy Commission approval. If so, it does
require the local agency demonstrate that the measure or regulations will be cost effective. However, there may be flexibility
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for the agency to determine the methodology or analysis to determine cost effectiveness, such as the increasing costs of
climate change.

Several aspects of the permitting options could require amendment to the City’s zoning and noise ordinance. As mentioned
earlier, a new HPWH may not fit into the existing GFWH location, or it could encroach into the required clear space for covered
parking. Where the HPWH cannot be relocated within the existing buildings footprint, the existing structure would need to have
a shelter constructed to accommodate the HPWH. The shelter could not be placed in the required side or rear yards and could
potentially add lot coverage and/or floor area. Additionally, heat pump equipment typically generates noise levels above 70
dBa, which can potentially cause a conflict with the City’s noise ordinance for all heat pump equipment located outside.
Similarly, the location of the heat pump space heating equipment being based on the City’s zoning ordinance requirements for
required side and rear yards and the City’s noise ordinance. The challenges associated with the relocation of existing water and
space heating equipment to accommodate a heat pump equipment in multi-family buildings are even more complex.

The heritage tree ordinance prohibits installation or storage of equipment under a heritage tree. Specifically, any person who
owns, controls, or has custody or possession of any real property within the city shall use reasonable efforts to maintain and
preserve all heritage trees located thereon in a state of good health. This requirement can pose limits on possible heat pump
equipment location.

Amending the City’s zoning, noise, and heritage tree ordinances could be undertaken to exempt heat pump equipment in some
capacity to encourage its installation. The process would require a comprehensive study of allowing possible equipment
location to be closer to property lines and/or heritage trees then currently allowed but still maintains a distance that does not
cause a nuisance for the adjoining properties. At a minimum, the process would require:

o  Studying typical equipment size, weight, noise levels and installation requirements.

e Analyzing each zoning district’s typical lot dimensions and size for determination of allowable distance to property
line for the equipment.

e Analyzing the attenuation of sound over distance to ensure noise levels are not increased to a nuisance level by
reducing the allowable proximity to property lines.

e Analyzing potential harm to heritage trees if equipment is allowed to be located under them.
o  Drafting of revised Ordinance language.

o  Performing potential public outreach for feedback.

° Presenting to and receiving recommendations from the Planning Commission.

e  Presenting to and approval by the City Council.

46.6 City Resources Necessary for Permit Requirements

The permitting options potentially impact the Sustainability Manager, Building Official and City Attorney during the code
adoption process for the selected options as well as the time associated with permit processing, plan review and inspection for
the Building and Planning Divisions. The time impacts are cumulative with respect to each option that is adopted and to the
potential number of permits each option captures. Additionally, there is the time impact associated with staff providing written
and verbal educational information to the public, which is very difficult to quantify.

The permitting options that are chosen to be implemented are adopted as amendments to the California Building Standards
Code. The California Building Standards Code is adopted in three year cycles, with local amendments to the code typically
adopted at the same time. This does not preclude the adoption of an amendment in a non-code adoption year. For an
amendment to brought forward for adoption, The Building Official will have to determine which sections of the code that is
required to be amended, determine that the new code language does create conflict with any other code sections, and write
the code language for the amendment. The amendments are reviewed by the City Attorney and ultimately brought to the City
Council for approval. A considerable amount of time is required to write an amendment to ensure that the amendment
captures the intended structures and uses and does not create any unintended consequences.

The impact associated with the electrification readiness option beyond the educational component will be the additional
Building Division plan check and inspection time associated with the electrification readiness requirements. Specifically, the
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permit application will have to be accompanied by electrical load calculations for the structure to demonstrate compliance to
both the California electric code requirements and the requirements of this option. The plan checker will have to then review
the load calculations prior to issuance of the permit. Likewise, the Building Inspectors will have to confirm that the
requirements of the option are incorporated into the new electric panel and the wiring installed to the existing water heater
location.

The anticipated impact to staff associated with voluntary replacement option will be the additional plan check and inspection
time associated with the plan checker determining whether or not the existing GFWH is being replaced, upgraded, or relocated
in order to apply the requirements. Additionally, if the equipment is being relocated or placed outside of the building, a
Planning Division staff member will have to review the plans for compliance with the City’s zoning and noise ordinances.
Likewise, the Building Inspectors will have to confirm that the existing GFHW has not been replaced, upgraded, or relocated
during the construction of the project. If the scope of work has been increased during construction, the plans will be required to
be updated to show the increased scope of work and compliance with the option requirements, the revisions submitted for
plan review, and the revised pans issued and re-inspected for compliance.

The anticipated impact to staff associated with the additions and alterations to existing buildings options will be the additional
plan check and inspection time associated with this option’s requirements. Specifically, the Building Division plan checker will
have to determine whether or not the existing water supply and/or space heating systems are being altered in order to apply
the requirements. Likewise, the Building Inspectors will have to confirm that the existing water supply and/or space heating
systems are being altered during the construction of the project. If there are alterations made during construction that are not
shown on the plans, the plans will be required to be updated to show the increased scope of work and compliance with the
option requirements, the revisions submitted for plan review, and the revised pans issued and re-inspected for compliance.

4.7 Option 5: Electrification Ready at Time of Sale

A jurisdiction may encourage or require electrification upgrades at time of real estate sales. The City could consider
electrification ready at the time of sale. Existing examples require some energy assessment and/or label and disclosure policies,
with no explicit link to electrification. Notable instances include:

e  Since 2015, City of Berkeley’s BESO has required an energy efficiency assessment for all single-family, commercial,
and multi-family buildings at time of listing, and/or annual benchmarking, using either the Department of Energy
Home Energy Score or ENERGY STAR Portfolio Manager. Exemptions are allowed for new construction, extensive
renovations, or financial hardship (such as participation in income-qualified or tax-postponement programs). A 2020
evaluation of the program states that while the program helped the City attain energy consumption information that
is useful for shaping policy, it has also been challenging for the city to track conversion rates from assessment to
energy upgrade, due to privacy protections of utility program data and a lack of granular building permit data.

e  The City of Berkeley also has a Real Property Transfer Tax that is imposed on all property transfers, and ranges from
1.5 to 2.5% of the property value. Up to 1/3 of the base 1.5% transfer tax rate is eligible for a Seismic Transfer Tax
Refund, if the property owner performs voluntary seismic upgrades within one year of the transfer.’4 Historically, an
average of 13% of eligible homeowners have received the refund between 2014 and 2019.7> The City is considering
updates to expand the Seismic Tax Refund Program include resilience, energy efficiency, and electrification measures
for commercial and mixed-used buildings.”®

o  The City of Davis’ Resale Program, implemented in 1976, requires a building inspection to certify that the building
meets local ordinance requirements as part of a residential property transaction. The inspected items include various
health and safety measures including air conditioner disconnect, furnace combustion air, laundry outlet voltage,
energy standards compliance with retrofit, and pipe insulation. As of 2018, the cost for the inspection was $426. Davis
inspects approximately three to four percent of its housing stock annually, and since 2014, only five percent of resale
inspections have found unpermitted heating, ventilation, and air conditioning (HVAC) installations.

e  City of Piedmont requires that at point of listing for sale of a property, a report from a Home Energy Audit or Home
Energy Score (homeowner’s choice) must be provided to potential buyers and submitted to the City—unless the
residential building was constructed in the past 10 years. This requirement was implemented in early 2021, and there
is limited compliance and implementation data at this time.

e  Since 1982, the City of San Francisco has required energy and water conservation measures for all residential
dwellings that undergo a property transfer or major improvements (e.g., $20,000 of estimated improvements for a
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single-family home). Measures include a minimum of R-11 attic insulation, water heater insulation, weatherization,

and duct insulation, and dwellings must be inspected for compliance. Costs are capped at $1,300 per single-family
dwelling, and for multi-family buildings:

o 1% of the assessed value of the building if improvements are performed prior to property transfer

o 1% of the purchase price as stated in the real estate sales contract

Pros Cons

e  Ability to create total electrification of homes and e  Without incentives, can add significant cost to
buildings property transfer

e  May provide incentive for property owners to consider
electrification ahead of property sales

e  Relatively high GHG impact

e Limited total number of buildings that can be
impacted
e  Expected backlash from realtors

Figure 14: Pros and Cons of Time of Sale Ordinance
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5 Projected GHG Reduction Outcomes

5.1 GHG Savings Opportunity of Proposed Policy Options

To determine the effectiveness of each proposed policy pathway, DNV-GL quantified GHG savings potential in terms of annual
reduction of Metric Tons Carbon Dioxide equivalent (MT CO2e) on an annual basis. This specifically answers the question “how
much will annual emissions be reduced if we enact this policy on January 15t 2023 and it impacts buildings through December
315t 2030.” The total emissions savings of all policies listed below is not expected to meet the target outlined in the CAP.

GHG Savings
w/o leakage
(MT CO2e yr)

Intervention Point

Methodology

Reductions needed to meet 95% x comm & res natural gas use from CAP 51 636°
2030 goal (95% of buildings) !
Business and Usual Assumes 10% of Menlo Park residents will electrify their home by 2030

without incentive or mandate. 5164
Marketing and Education Assumes 10% of Menlo Park residents will be inspired to perform total

electrification by 2030 by marketing and education efforts. 5164
HVAC Permit Assumes every HVAC permit with existing gas equipment results in

electrification. 653
Water Heating Permit Assumes every water heating permit with existing gas equipment 394

results in electrification.
Single-Family Additions Assumes every addition results in total electrification. 1006
Single-Family Alterations Assumes every alteration results in total electrification. 365
Single-Family Repair Assumes every repair results in total electrification. 2,708
Panel Upgrade Assumes that 10% of panel upgrade permits results in electrification of
Electrification Readiness two end uses. 2,661
Solar PV Permit Assumes every PV installation permit receives total electrification. 359
Pool Permit Assumes every new pool is heated with heat pumps instead of natural 193

gas.
Point of Sale Assumes every home sale results in total electrification. 6,874

Figure 15: GHG Savings of Policy Options

The waterfall chart below® outlines the GHG savings opportunity (excluding the gas grids fugitive methane emissions,) if each
policy is selected. DNV has created a corresponding dashboard is available in Microsoft Excel®, to allow users to select or de-

select each measure.

° The table above has yet to compare the GHG savings methodology against the methodology used by the CAP. In
order to provide and apples-to-apples GHG reduction comparison, it is critical to square up against the numbers

used in the CAP.

10 Waterfall chart does not include the impact of fugitive methane emissions
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Figure 16: Cumulative GHG Savings of Proposed Options

Permits as Intervention Points Cannot Alone Meet the 2030 Goal

There appears to be a low permit capture rate within Menlo Park, which aligns with DNV’s findings in a 2017 study for the
California Public Utilities Commission. The chart below outlines the differences between the GHG savings of capturing every

equipment replacement, as compared to the GHG savings of capturing equipment only when HVAC or water heating permits
are pulled. Based on these findings, it may benefit Menlo Park to consider alternative policy pathways to meet the 2030 GHG

savings goal outlined in the CAP.

MIT CO2efyr
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Figure 17: Annual FHG Savings of Electrification - Permit vs. Ideal Burnout

State and Federal Action is Needed to Meet Carbon Neutral Goal

Since not all projects go through the permit process, and some buildings may find a way to keep old, gas-fired equipment
running long-past its life expectancy, state or federal action will needed to help reach local climate goals. Environmental health
risks have long been the bedrock or local, state, and federal mandates on the reduction or end of use of certain equipment.
Asbestos has been heavily regulated under many uses since 1970s Clean Air Act, lead paint has been banned for residential use

29 | TRC
Page F-1.45


http://www.calmac.org/publications/HVAC_WO6_FINAL_REPORT_VolumeI_22Sept2017.pdf
http://www.calmac.org/publications/HVAC_WO6_FINAL_REPORT_VolumeI_22Sept2017.pdf
https://www.ncsl.org/documents/environ/Asbestosmemo0909.pdf

since 1978, and the Montreal Protocol represented a global effort to save the planet’s ozone layer by ending the use of
Chlorofluorocarbons (CFCs)*L.

If the state or federal government bans the sale of gas-fired equipment, it could significantly help Menlo Park meet its
ambitious climate goals. This may be the only path, which enables the world to meet its global climate goals and avoid
catastrophic global warming.

11 The Montreal protocol may be the closest example to efforts to stave off global warming today. Ozone depletion due to CFCs
was a known issue since the 1970s, but slowly phased out through the 1990s with some older HVAC equipment still using CFCs
today. While the ozone layer has been largely preserved, a thinning of the ozone layer over the Southern Hemisphere occurred.
As a result, skin cancer rates are the highest in countries in the region — Australia and New Zealand.
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6 Next Steps and Potential Criteria

Each of the options could be evaluated using the following criteria to build an electrification roadmap to help guide
implementation timelines and public engagement conversations:

e Ease of Implementation/Process: 1) There is a low level of engagement necessary during the adoption process, 2)
does not require long term-staff resources, 3) does not require coordination with other agencies.

e Convenience: 1) Does not increase scope beyond the original plan, 2) does not increase project timeline or cause a
physical impact to the property, 3) skilled workforce for the required upgrade is available

e  Equitable: 1) Tenant protections exist, 2) there are income-qualified exemptions, incentives, and financing available,
3) there is community engagement on policy design and workforce development and training

e  Cost effectiveness: 1) Demonstrates on-bill savings, 2) does not increase upfront costs, 3) incentive programs are
available or forth-coming

e  Effectiveness: 1) Is an enforceable mandate, 2) transforms the market, 3) is scalable
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7 Attachments

Attachment A: 2019 Residential Cost Effectiveness Analysis
Attachment B: Memorandum on preliminary cost effectiveness analysis for non-residential.

Attachment C: Existing Building Electrification and Multifamily Electric Vehicle Charging Policy and Financing
Literature Review and Analysis
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Legal Notice

This report was prepared by Pacific Gas and Electric Company and
funded by the California utility customers under the auspices of the
California Public Utilities Commission.

Copyright 2021, Pacific Gas and Electric Company. All rights
reserved, except that this document may be used, copied, and
distributed without modification.

Neither PG&E nor any of its employees makes any warranty,
express or implied; or assumes any legal liability or responsibility for
the accuracy, completeness or usefulness of any data, information,
method, product, policy or process disclosed in this document; or
represents that its use will not infringe any privately-owned rights
including, but not limited to, patents, trademarks or copyrights.

| Acronym List

B/C — Benefit-to-Cost Ratio

BayREN — Bay Area Regional Energy Network
CBECC - California Building Energy Code Compliance
CBSC - California Building Standards Commission
CEC - California Energy Commission

CZ - Climate Zone

GHG - Greenhouse Gas

10U — Investor-Owned Utility

PCE — Peninsula Clean Energy

POU - Publicly Owned Utility

PG&E — Pacific Gas & Electric (utility)

SCE - Southern California Edison (utility)

SCG - Southern California Gas (utility)

SDG&E — San Diego Gas & Electric (utility)

CPAU - City of Palo Alto Utilities

SMUD — Sacramento Municipal Utility District

LADWP — Los Angeles Department of Water and Power
kWh — Kilowatt Hour

NPV — Net Present Value

PV - Solar Photovoltaic

TDV - Time Dependent Valuation

Title 24 — California Code of Regulations Title 24, Part 6
TOU — Time of Use
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Date
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6/23/2021
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Summary of Revisions

Description Reference (page or section)
Original Release NA
Update to include multifamily analysis; include NA
additional detail on incremental costs.
Update to PCE HPWH incentive, GHG savings, NA

and 1992-2010 HP results. Add cost details on
electric ready measures.
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Cost-effectiveness Analysis: Menlo Park Retrofit Fuel Substitution

Introduction

1 Introduction

The California Codes and Standards Reach Codes program provides technical support to local governments
considering adopting a local ordinance (reach code) intended to support meeting local and/or statewide energy and
greenhouse gas reduction goals. The program facilitates adoption and implementation of the code when requested by
local jurisdictions by providing resources such as cost-effectiveness studies, model language, sample findings, and
other supporting documentation. Local jurisdictions that are considering adopting ordinances may contact the program
for support through its website, LocalEnergyCodes.com.

The California Building Energy Efficiency Standards Title 24, Part 6 (Title 24) (California Energy Commission, 2018) is
maintained and updated every three years by two state agencies: the California Energy Commission (the Energy
Commission) and the Building Standards Commission (BSC). In addition to enforcing the code, local jurisdictions have
the authority to adopt local energy efficiency ordinances—or reach codes—that exceed the minimum standards
defined by Title 24 (as established by Public Resources Code Section 25402.1(h)2 and Section 10-106 of the Building
Energy Efficiency Standards). Local jurisdictions must demonstrate that the requirements of the proposed ordinance
are cost-effective and do not result in buildings consuming more energy than is permitted by Title 24. In addition, the
jurisdiction must obtain approval from the Energy Commission and file the ordinance with the BSC for the ordinance to
be legally enforceable.

This analysis is an update to the statewide cost-effectiveness study for existing building upgrades completed in March
2021 (Statewide Reach Code Team, 2021) which evaluates the feasibility and cost-effectiveness of retrofit measures in
existing single family homes built before 2010. This report presents results from analysis conducted in response to a
request from the City of Menlo Park to evaluate the fuel substitution measures with revisions that more accurately
reflect local conditions. Cost-effectiveness is reported for California Climate Zone 3 based on Peninsula Clean Energy
(PCE) electric tariffs for both single family and low-rise multifamily buildings. This report was developed in coordination
with the California Statewide Investor Owned Utilities (IOUs) Codes and Standards Program, key consultants, and
engaged cities—collectively known as the Reach Code Team.

The Department of Energy (DOE) sets minimum efficiency standards for equipment and appliances that are federally
regulated under the National Appliance Energy Conservation Act, including heating, cooling, and water heating
equipment (E-CFR, 2020). Since state and local governments are prohibited from adopting higher minimum
efficiencies than the federal standards require, the focus of this study is to identify and evaluate cost-effective
packages that do not include high efficiency heating, cooling, and water heating equipment. High efficiency appliances
are often the easiest and most affordable measures to increase energy performance. While federal preemption limits
reach code mandatory requirements for covered appliances, in practice, builders may install any package of compliant
measures to achieve the performance requirements.

localenergycodes.com California Energy Codes & Standards | A statewide utility program 2021-07-08
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Methodology and Assumptions

2 Methodology and Assumptions

The same methodology used in the statewide analysis (Statewide Reach Code Team, 2021) is applied to this analysis
with the following exceptions:

e Local PCE electric utility tariffs are used in place of PG&E tariffs.

e PCE and BayREN incentives are considered.

e A single family 2,700 square foot home is used in place of the 1,665 square foot home applied in the statewide
study. This larger home better reflects the Menlo Park building stock.

e A two-story multifamily apartment building was also evaluated. The eight-unit building has four one-bedroom
780 square foot units and four two-bedroom 960 square foot units.

e  Only the fuel substitution measures are evaluated.

e Two additional measures are evaluated showing the energy impact of converting a gas dryer and gas
range/oven to electric resistance appliances.

Key components of the methodology are repeated below. Refer to the statewide study for further details.

2.1 Measures and Costs

In addition to the fuel substitution measures for space heating and water heating the Statewide Reach Code Team also
evaluated fuel substitution for clothes drying and cooking. Standard and high efficiency heat pumps were considered in
this analysis. For space conditioning, the study assumes that an existing AC and natural gas furnace is replaced with a
heat pump. It is assumed there is no incremental labor except in providing new 240 V electrical service to the air
handler location. In mild climates, where AC may not be installed, there will be additional costs for installing an outdoor
unit, refrigerant lines, and condensate drain pan. A 21 SEER, 11 HSPF variable capacity heat pump was modeled for
the high efficiency space conditioning heat pump.

The heat pump water heater (HPWH) measures are based on replacement of a natural gas storage water heater with a
HPWH, assuming the existing water heater is located in the garage for single family buildings and an exterior closet for
multifamily buildings. Costs include all material and installation labor including providing new 240 V electrical service to
the water heater location.

Incremental costs for these fuel substitution measures are presented in Table 1, Table 2, and Table 3. All equipment is
assumed to be replaced at end-of-life and incremental costs are relative to comparable gas equipment. The lifetime for
the heat pump, furnace, and air conditioner are based on the Database for Energy Efficient Resources (DEER)
(California Public Utilities Commission, 2021). In DEER heat pump and air conditioner measures are assigned an
effective useful lifetime (EUL) of 15 years and a furnace an EUL of 20 years. The heating and cooling system
components are typically replaced at the same time when one reaches the end of its life and the other is near it.
Therefore, it is assumed that both the furnace and air conditioner are replaced at the same time at year 17.5, halfway
between 15 and 20 years. Future replacement costs for the heat pumps are reduced by 20% to account for cost
reductions as a result of a maturing market. The HVAC single family costs reflect a 3-ton heat pump or air conditioner
and a 60,000 Btu/h furnace. The multifamily costs are slightly lower as they reflect a 2-ton heat pump or air conditioner
and a 40,000 Btu/h furnace. Incremental costs for electric ready measures are presented in Table 4.
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Table 1: HVAC Measure Cost Assumptions — Electric Replacements
Single Family (3-ton HP/AC, Multifamily (2-ton HP/AC,

60kBtu/h furnace) 40kBtu/h furnace)
Gas 14SEER 21 SEER Gas 14 SEER 21 SEER Notes
Furnace Heat Heat Furnace Heat Heat

IAC Pump Pump IAC Pump Pump

Equipment costs from on-line sources and
HVAC contractors. Other supply and labor
costs from 2019 report on residential
First Cost $8,738 $9,101 $11,247 $8,545 $8,731 $10,725 building electrification in California
(Energy & Environmental Economics,
2019). First cost includes disposal,
electrical upgrade, and labor costs.
Future total replacement costs for the heat
pumps are reduced by 20% to account for
$8,738 $6,729 $8,445 $8,545 $6,433 $8,028 cost reductions because of a maturing
market and electrical upgrade costs are
removed.
Based on 17.5-year lifetime for gas
$5,209 $4,319 $5,421 $5,094 $4,129 $5,153 furnace/AC, 15-year lifetime for heat
pumps, 3% discount rate.
Residual value of the gas furnace/AC to
($1,029) $0 $0 ($1,006) $0 $0 account for the remaining life at end of 30-
year analysis period.

Replacement Cost
(Future Value)

Replacement Cost
(Present Value)

Remaining Value
at Year 30

Total Lifecycle $12,918  $13419  $16,667 $12,633 $12,859  $15,878

Cost
Incremental
- $501 $3,749 - $227 $3,245
Cost
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Table 2: Water Heating Measure Cost Assumptions — Electric Replacements

Single Family & Multifamily
Gas Storage 2.0 NEEA
Water UEF Tier 3
Heater HPWH HPWH

Notes

First cost based on 2018-2020 costs from SMUD
incentive program for NEEA Tier 3 HPWH
(Sacramento Municipal Utility District, 2020). 2.0
First Cost $1,600 $4,018 $4,155 UEF first cost assumes 90% of equipment cost
compared to NEEA Tier 3 unit based on on-line
product research. Includes equipment cost,
electrical upgrade, permitting, and labor.

Future replacement cost assumes the same labor

Replacement Cost for the gas and HPWH case. HPWH replacement

P $1,600 $1,874  $1,943 €9 P
(Future Value) equipment costs are reduced by 50% to account
for cost reductions because of a maturing market.

Replacement Cost

$1,027 $1,203 $1,247 Based on 15-year lifetime and 3% discount rate.
(Present Value)
Remaining Value at
Year 30 30 $o 30
Total Lifecycle Cost $2,627 $5,221 $5,402
Incremental Cost - $2,594 $2,775

Table 3: Cooking and Clothes Dryer Measure Cost Assumptions — Electric Replacements
Single Family & Multifamily
Gas Elt.ectrlc Gas Elc'ectrlc Notes
Resistance Dryer Resistance
Range
Range Dryer
Costs from E3 study for Climate Zone 3 (Energy &
First Cost $1,510 $2,118 $1,805 $2,118 Environmental Economics, 2019). No incremental
replacement costs assumed.

Incremental Cost - $608 $313

Table 4: Electric Ready Cost Assumptions

Incremental Cost Notes
Appliance pre-wire $455 per appliance. $910 total ~ $125 parts, $330 labor. (Energy &
op P for space and water heating Environmental Economics, 2019).
U de 100A to 200A (TRC,
Main service panel upgrade $3,181 pgrade 2012) (

A PV system is evaluated in combination with select fuel substitution measures. The PV system size presented in
Table 5 was based on the sizing methodology of the 2019 new construction standards in Climate Zone 3. It was
evaluated in CBECC-Res according to the California Flexible Installation (CFI) assumptions. Table 5 also presents
incremental costs.
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Table 5: PV System Capacity & Costs

Total Notes
PV Size Lifecycle
Cost
First costs are from LBNL'’s Tracking the Sun 2019 costs
) (Barbose, 2019) and represent costs for the first half of 2019 of
Single o5 \w.pc  $3-18/kW-DC 5370/ WDC for residential systems and $3.10/WDC for small
Family (88,953 total) commercial systems. These costs were reduced by 26% for the
solar ITC, which is the average credit over years 2021-2022.

Inverter replacement cost of $0.14/WDC present value includes

13.33 kW-DC replacements at year 11 at $0.15/WDC (nominal) and at year 21
total $2.74/KW-DC at $0.12/WDC (nominal) per the 2019 PV CASE Report
Multifamily =~ (1.67 kW-DC ~ ($4,559 per (California Energy Commission, 2017).

er dwellin dwelling unit
P 9 9 ) System maintenance costs of $0.31/WDC present value assume

unit) $0.02/WDC (nominal) annually per the 2019 PV CASE Report
(California Energy Commission, 2017).

2.2 Cost-effectiveness

This analysis uses two different metrics to assess cost-effectiveness. Both methodologies require estimating and
quantifying the incremental costs and energy savings associated with energy efficiency measures as compared to the
2019 prescriptive Title 24 requirements. The main difference between the methodologies is the way they value energy
and thus the cost savings of reduced or avoided energy use.

o Utility Bill Impacts (On-Bill): Customer-based Lifecycle Cost (LCC) approach that values energy based upon
estimated site energy usage and customer on-bill impacts using electricity and natural gas utility rate
schedules over a 30-year duration accounting for discount rate and energy inflation.

e Time Dependent Valuation (TDV): Energy Commission LCC methodology, which is intended to capture the
“societal value or cost” of energy use including long-term projected costs such as the cost of providing energy
during peak periods of demand and other societal costs such as projected costs for carbon emissions, as well
as grid transmission and distribution impacts. This metric values energy uses differently depending on the fuel
source (gas, electricity, and propane), time of day, and season. Electricity used (or saved) during peak periods
has a much higher value than electricity used (or saved) during off-peak periods (Horii, Cutter, Kapur, Arent, &
Conotyannis, 2014). This is the methodology used by the Energy Commission in evaluating cost-effectiveness
for efficiency measures in Title 24, Part 6. Analysis based on both 2019 and 2022 TDV is presented in this
report.

On-Bill analysis was completed using the utility rates described in Table 6. PCE’s TOU-C rate is similar to PG&E'’s
TOU-C rate except with a lower generation rate and additional credit for solar PV generation. Rates reflect PCE’s most
recent updates on April 1, 2021 and PG&E’s March 1, 2021 updates. Monthly net energy production is credited at
$0.01/kWh in addition to the retail rate. See 5.1 Utility Tariff Details in the Appendix for details.

Table 6: Utility Tariffs Applied in Analysis
Electricity Natural Gas
PCE TOU-C PG&E G-1

Source: Utility websites, see 5.1 Ultility Tariff Details
in the Appendix for details on the tariffs applied.
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Utility rates are assumed to escalate over time, using assumptions from research conducted by Energy and
Environmental Economics (E3) in the 2019 study Residential Building Electrification in California (Energy &
Environmental Economics, 2019). Escalation of electric utility rates for PCE was not available and the assumptions
used in this analysis are based on those from the statewide studies (Statewide Reach Code Team, 2019).

Results are presented as a lifecycle benefit-to-cost (B/C) ratio, a net present value (NPV) metric which represents the
cost-effectiveness of a measure over a 30-year lifetime considering discounting of future savings and costs and
financing of incremental first costs. A value of one indicates the NPV of the savings over the life of the measure is
equivalent to the NPV of the lifetime incremental cost of that measure. A value greater than one represents a positive
return on investment.
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3 Results and Discussion

Table 7 through Table 10 summarize cost-effectiveness of the fuel substitution measures evaluated. Cost-
effectiveness analysis was evaluated using both On-Bill and TDV cost-effectiveness criteria. Site energy savings, cost
savings, measure cost, and cost effectiveness including lifecycle B/C ratio and NPV of savings are provided. Where
measures are dependent on building vintage (envelope efficiency measures), cost effectiveness is reported for each
vintage. The electric clothes dryer and electric cooking measure results do not differ by vintage.

3.1 On-Bill Cost Effectiveness

The fuel substitution measures are not cost-effective on their own based on the On-Bill approach. When coupled with
PV both the heat pump at HVAC replacement and HPWH at water heater replacement are cost-effective across all
vintages. PCE" and BayREN? each offer a $1,000 incentive for a combined $2,000 incentive for installing a HPWH with
a Uniform Energy Factor (UEF) of 3.1 or greater that replaces a gas water heater. These incentives reduce the first
incremental cost substantially but not enough to make this measure cost-effective across the three vintages for either
single family or multifamily. Because the incentives only apply to HPWHs with UEFs higher than the federal minimum
standard, the cost-effectiveness results for single family cannot be used as the basis of an ordinance. Higher efficiency
HPWHSs can be installed as an option to an ordinance that is based on minimum efficiency equipment.

BayREN also offers a $1,000 incentive for a space conditioning heat pump with a minimum SEER of 17 and HSPF of
9.4. While this incentive improves cost effectiveness for the high efficiency heat pump measure, it is not enough to
result in a positive On-Bill NPV over the lifetime.

The electric dryer and range measures are not cost-effective on their own. They may be cost effective if evaluated as a
package with PV measures or if incentives were available.

For multifamily buildings, this study assumed the water heater is located in an outdoor closet. Performance of a HPWH
will be slightly better if the existing water heater is located inside the unit (in conditioned space) but would create
potential sound and comfort issues. Cost to install a HPWH inside the apartment would also be higher and most likely
require ducting to properly vent the unit.

3.2 TDV Cost Effectiveness

Cost effectiveness improves for the fuel substitution measures based on the 2019 and 2022 TDV metric and all the
measures except for the high efficiency heat pump for multifamily and the electric clothes dryer and range/oven are
cost effective based on 2022 TDV. The measures are cost-effective under 2019 TDV when combined with a PV
system. PV systems are more cost-effective On-Bill than with the TDV metrics, but the PV packages are all cost-
effective based on all metrics.

" PCE incentive is currently $1,500 but will be reduced later in 2021 to $1,000.
https://www.peninsulacleanenergy.com/heat-pump-water-heater/
2 https://bayrenresidential.org/sites/default/files/2021-01/BayREN_Home+ Measures _10292020.pdf
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Table 7: Single Family Equipment Fuel Substitution Cost-Effectiveness Results — No Incentives

Electricity ~Gas GHG Utility Cost Savings ~ Customer On-Bill 2019 TDV 2022 TDV
Measure Savings Savings Savings Avg B/C B/C
Measure Vintage Cost (kWh)  (therm) (IbCOze) Year1 Annual B/CRatio NPV Ratio NPV Ratio NPV C ted [FF1]: Revise to assume O emission electricity,
note that this doesn't reflect 24/7 emissions.
Heat Pump at Pre-1978 -4,528 451 2,409 -$377 -$249 0 -$8,006 0 -$5,462 9.30 $4,160
HVAC 1978-1991 $501 -3,173 309 1,606 -$295 -$200 0 -$6,547 0 -$2,318 5.68 $2,348 Add separate table depicting the value of GHG savings per
Replacement 1992-2010 2,722 265 1,398 5262 $179 0 -$5.922 0 -$1.109 4,95 $1,984 (I;/Lecr;I;z::k's CAP and add to on-bill. In the Policy Options
SEER 21 Heat Pre-1978 -3,261 451 2,977 -$30 $26 0.19 -$3,290 0.92 -$312 3.17 $8,152 ke to sketch ded GHG Scost e
Pump at HVYAC ~ 1978-1991 $3749 2,337 309 1,984 -$66 -$19 0 -$4,637 0.52 -$1,788  1.96 $3,617 re:u‘l; sketch avoide I NI U S
Replacement 4995 5910 -2,011 265 1,713 -$67 -$25 0 -$4,820 0.78 -$825 1.60 $2,244
Heat Pump at Pre-1978 -27 451 2,702 $786 $670 1.92 $9,644 1.33 $3,111 2.00 $9,478
HVAC 1978-1991 $9,454 1,328 309 1,899 $868 $717 2.06 $11,078 1.66 $6,222 1.81 $7,637
Replacement +
2.82 kWpc PV 1992-2010 1,779 265 1,691 $901 $739 2.12 $11,720 1.79 $7,455 1.77 $7,292
HPWH at Water  Pre-1978 -1,588 179 1,358 $114 -$71 0 -$5,032 0 -$4,546 1.20 $522
Heater 1978-1991 $2,594  -1593 181 1,369 125 -80 0 -$5,305 0 -$4,486 1.20 $517
Replacement 4995 5910 1,594 181 1,372 128 -83 0 -$5,391 0 $4,458 1.8 $466
Pre-1978 -1,146 177 1,491 $5 $22 0.21 -$2,434 0.22 -$2168  1.87 $2,419
NEEATier SHPWH 1978 1991 $2775 1152 179 1505 86 $13 013 2702 023  -$2140 187  $2.424
at Replacement
1992-2010 -1,155 180 1,510 -$9 $10 0.10 -$2,788 0.24 -$2,116 1.85 $2,359
HPWH at Water ~ Pre-1978 2,913 179 1,651 $1,057 $852 2.00 $12,781 1.36 $4,167 1.52 $6,017
Heater 1978-1991 $11546 2,908 181 1662  $1,046  $843 1.98 $12,500 1.37 $4,218 1.52 $6,003
Replacement +
2.82kWpc PV 1992-2010 2,907 181 1,666 $1,042 $840 1.97 $12,416 1.37 $4,246 1.52 $5,956
Pre-1978 4,501 293 $1,161 $916 1.90 $12,994 1.34 $4,375 1.09 $1,156
2.82 kWpc PV +
. 1978-1991 $13,044 4,485 0 292 $1,093 $862 1.79 $11,378 1.33 $4,365 1.08 $1,100
Electric Ready
1992-2010 4,400 287 $1,069 $844 1.75 $10,829 1.33 $4,365 1.07 $848
EIectg(i y((:elrothes Al $313 891 33 118 $182  -$140 0 -$4,555 0 -$3,770 0 -$2,242
Electric
608 g K K g . g
Range/Oven All $ 295 14 59 $55 $42 0 $1,949 0 $1,692 0 $1,229

Note: Values shaded in red indicate option is not cost-effective with B/C ratio less than 1. Values shaded in green indicate option is cost-effective with B/C ratio
greater than or equal to 1. Cells with “n/a” reflect cases where cost effectiveness was not evaluated.
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Table 8: Single Family On-Bill Cost-Effectiveness Comparison with Incentives

Year 1 No Incentive With Incentive
Gross PCE/ Net Utility

Measure BayREN  Measure Cost On-Bill On-Bill On-Bill On-Bill

Measure Vintage Cost Incentive Cost Savings B/CRatio NPV  B/CRatio NPV
SEER 21 Heat Pre-1978 -$30 0.19 -$3,290 0.26 -$2,168
Pump at HVAC 1978-1991  $3,749 $1,000 $2,749 -$66 0 -$4,637 0 -$3,514
Replacement 4995 5010 -$67 0 -$4,820 0 -$3,697

Pre-1978 $5 0.21 -$2,434 0.78 -$188

NEEA Tier SHPWH 1976 1991 $2775 52,000 $775 -$6 013  $2702 046 -$456

at Replacement
1992-2010 -$9 0.10 -$2,788 0.36 -$542

Note: Values shaded in red indicate option is not cost-effective with B/C ratio less than 1. Values shaded in green indicate

option is cost-effective with B/C ratio greater than or equal to 1. Cells with “n/a” reflect cases where cost effectiveness was
not evaluated.
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Table 9: Multifamily Equipment Fuel Substitution Cost-Effectiveness Results Per Dwelling Unit — No Incentives

Electricity ~Gas GHG Utility Cost Savings ~ Customer On-Bill 2019 TDV 2022 TDV
Measure Savings Savings Savings Avg B/C B/C
Measure Vintage Cost (kwWh)  (therm) (b COze) Year1 Annual B/C Ratio NPV Ratio NPV Ratio NPV
Heat Pump at Pre-1978 615 61 2,508 $71 -$50 0 -$1,755 0 -$851 2.60 $363
HVAC 1978-1991  $227 -402 40 1,585 -$47 -$34 0 -$1,261 0 -$678 1.53 $119
Replacement 4995 5919 -337 34 1,378 -$39 -$28 0 -$1,087 0 -$590 1.40 $91
SEER 21 Heat  Pre-1978 -453 61 3,084 -$26 -$15 0 -$3,959 0.20 $2,585 060  -$1,311
Pump at HVAC ~ 1978-1991 $3,245 294 40 1,972 -$17 -$10 0 -$3,813 0.14 $2,782  0.41 -$1,900
Replacement 4995 5010 254 34 1,683 -$16 -$10 0 -$3,809 0.02 -$3,191 033  -$2,184
Heat Pump at Pre-1978 2,044 61 3,894 $616 $492 2.80 $9,484 2.03 $4,909 1.88 $4,224
HVAC 1978-1991 $4,785 2,257 40 2,971 $640 $508 2.89 $9,973 2.06 $5,075 1.83 $3,974
Replacement +
167 KWoc PV 1992-2010 2,322 34 2,764 $598 $475 2.70 $8,980 2.08 $5,163 1.82 $3,941
HPWH at Water  Pre-1978 -1,037 141 8,868 -$74 -$46 0 -$4,277 0 $3,042  1.29 $753
Heater 1978-1991 $2,594  -1,037 141 8,868 -$74 -$46 0 -$4,284 0 -$3,042  1.29 $753
Replacement 4995 5010 -1,037 141 8,868 -$74 -$46 0 -$4,284 0 -$3,042 1.29 $753
Pre-1978 -842 141 9,561 -$20 -$3 0 -$3,194 0.29 -$1,961 1.57 $1,591
NEEATier SHPWH yo76 1091 52775  .g40 141 9,561 $20 -$4 0 -$3,201 029  $1961 157  $1,591
at Replacement
1992-2010 -842 141 9,561 -$20 -$4 0 -$3,201 0.29 -$1,961 1.57 $1,591
HPWH at Water ~ Pre-1978 1,623 141 10,254 $621 $502 1.90 $7,137 1.41 $2,905 1.67 $4,806
Heater 1978-1991 $7,152 1,623 141 10,254 $620 $502 1.90 $7,127 1.41 $2,902 1.67 $4,803
Replacement +
1.67 kWoc PV 1992-2010 1,623 141 10,254 $620 $501 1.90 $7,122 1.41 $2,899 1.67 $4,797
Pre-1978 2,660 1,386 $608 $480 1.50 $4,771 1.19 $1,650 0.97 -$239
167 KWoc PV + 1978 1091 ss650 2655 0 1,384 $600 $473 1.48 $4,573 1.18 $1,573 0.97 -$257
Electric Ready
1992-2010 2,578 1,343 $578 $456 1.42 $4,064 1.16 $1,392 0.94 -$493
Ebdg‘ié‘:’thes Al $313 671 25 898 -$148  -$114 0 -$3,782 0 $2888 0 -$1764
Electric
608 - . ; 4 . 4
Range/Oven Al $ 232 11 395 $48 $37 0 $1,786 0 $1,737 0 $1,073

Note: Values shaded in red indicate option is not cost-effective with B/C ratio less than 1. Values shaded in green indicate option is cost-effective with B/C ratio
greater than or equal to 1. Cells with “n/a” reflect cases where cost effectiveness was not evaluated.
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Table 10: Multifamily On-Bill Cost-Effectiveness Comparison with Incentives

Year 1 No Incentive With Incentive
Gross PCE/ Net Utility
Measure BayREN  Measure Cost On-Bill On-Bill On-Bill On-Bill
Measure Vintage Cost Incentive Cost Savings B/CRatio NPV  B/CRatio NPV
SEER 21 Heat Pre-1978 -$26 0 -$3,959 0 -$2,836
Pump at HVAC ~ 1978-1991  $3,245 $1,000 $2,245 -$17 0 -$3,813 0 -$2,691
Replacement 4995 5010 -$16 0 -$3,809 0 -$2,686
) Pre-1978 -$20 0 -$3,194 0 -$948
NEEA Tier 3 HPWH 1978-1991 $2,775 $2,000 $775 -$20 0 -$3,201 0 -$955
at Replacement

1992-2010 -$20 0 -$3,201 0 -$955

Note: Values shaded in red indicate option is not cost-effective with B/C ratio less than 1. Values shaded in green indicate
option is cost-effective with B/C ratio greater than or equal to 1. Cells with “n/a” reflect cases where cost effectiveness was
not evaluated.
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5 Appendices

5.1 Utility Tariff Details
5.1.1 PCE

Following are the PCE electricity tariffs applied in this study. The “Rate with PG&E Surchages” was used in place of
PG&E'’s generation rate. PG&E’s net energy metering (NEM) rules are applied. Additionally, monthly net energy
production is credited at $0.01/kWh in addition to the retail rate at the hour of generation.

RESIDENTIAL CUSTOMER RATES "
() PENINSULA
S CLEAN EMERGY

Rates Effective April 1, 2021

ENERGY CHARGE $/kWh
RATE SCHEDULE SCHEDULE TIMES GENERATION | RATE WITH PG&E 3.1.21 PG&E
RATE SURCHARGES' | GENERATION RATE
E-TOU-C (PG&E equivalent: E-TOU-C)
SUMMER - June 1 through September 30
PEAK 4 pm to 9 pm every day $0.10773 $0.15577 $0.16397
OFF-PEAK All other hours $ 0.05696 $ 0.10500 $0.11053
WINTER - October 1 through May 31
PEAK 4 pm to 9 pm every day $0.06141 $0.10945 $0.11521
OFF-PEAK Al other hours $0.04713 $0.09517 $0.10018
5.1.2 PG&E

Following are the PG&E electricity tariffs applied in this study for non-generation rates. The electricity baseline territory
used for Climate Zone 3is T.

localenergycodes.com California Energy Codes & Standards | A statewide utility program 2021-07-08
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ELECTRIC SCHEDULE E-TOU-C Sheel 3
RESIDENTIAL TIME-OF-USE (PEAK PRICING 4 - B p.m. EVERY DAY)

RATES: UNBUNDLING OF E-TOU-C TOTAL RATES
(Cont'd.)
Emergy Rates by Component ($ per kWh) PEAK OFF-PEAK
Generation:
Summer (all usage} 5016397 i $0.11053 {1
Winter (all usage) $0.11821 n 50.10018 (1
Distribution**:
Summer (all usage} $0.14202 [1)] $0.13282 )]
Winter (all usage) %0.08459 ) 50.08229 (1)
Conservation Incentive Adjustment (Baseline Usage) (50.02653) (R)
Conservation Incentive Adjustment (Over Baseline Usage) $0.04925 0}
Transmission® (all usage) $0.03704
Transmission Rate Adjustments® (all usage) (S0.00248) (R}
Reliability Services* (all usage) $0.00017
Public Purpose Programs (all usage) £0.01575 ()]
Nuclear Decommissioning (all usage) $0.00083
Competition Transition Charges (all usage) $0.00004
Energy Cost Recovery Amount (all usags) $0.00032
Wildfire Fund Charge (all usaga) $0.00580
Mew System Generation Charge (all usage)™ $0.00442

Transmission, Transmission Rate Adjusimenls and Reliability Service charges are combined for
prasentation on customer bills.
Distribution and New System Generation Charges are combined for presentation on customer

-

biils.
{Continued)
Advica G080-E-A Issued by Submitted February 26, 2021
Dacision Robert 5. Kenney Effactiva March 1, 2021
Vice President, Reguiatory Affairs Resolution
localenergycodes.com California Energy Codes & Standards | A statewide utility program 2021-07-08
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ELECTRIC SCHEDULE E-TOU-C Sheet 4 (T}
RESIDENTIAL TIME-OF-USE (PEAK PRICING 4 - O p.m. EVERY DAY)

SPECIAL 1. BASELINE (TIER 1) QUANTITIES: The following quantities of elactricity are to
CONDITIONS: be used to define usage eligible for the basealine credit (also see Rule 19 for
additional allowances for medical needs):

BASELINE QUANTITIES (kWh PER DAY)
Code B - Basic Quaniities Corle H= Al Eace

Quantities

Basaline Stomirmes Winter Summar Wintar
Territory* Tier | Tier | Ther | Tier |

P 14.2 120 16.0 T4

aQ 103 120 B 274

R 186 113 208 281

S 158 111 187 248

T 6.8 B2 75 136

A 7.5 £3 10.9 16.9

W 202 10.7 236 20.0

X 103 0.8 B4 154

Y 1.0 121 126 53

i 6.2 &1 o 165
2. TIME PERIODS FOR E-TOU-C: Times of the year and times of the day are {T})

defined as Tollows:

Summer (service from June 1 through September 30)

Peak: 4:00 p.m. o 9:00 p.m. All days

Off-Peak: All other times

Winter {service from Oclober 1 through May 31):

Peak: 4:00 p.m. o 9:00 p.m. All days

Off-Peak: Al other times

* The applicable basaline territory is described in Part A of the Preliminary Statemant

[Continued)
Advice 5759-E 1ssued by Submitted February 14, 2020
Decision D.18-07-004 Robert 5. Kenney Effective March 1. 2020
Vice Prasident, Regulatory Affairs Resolution
localenergycodes.com California Energy Codes & Standards | A statewide utility program 2021-07-08
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The following provide details on the PG&E natural gas tariffs applied in this study. The PG&E monthly gas rate in
$/therm was applied on a monthly basis for the 12-month period ending March 2021 according to the rates shown in
Table 11. The natural gas baseline territory used for Climate Zone 3is T.

Table 11: PG&E Monthly Gas Rate ($/therm)

Month Procurement Transportation Charge Total Charge
on
Charge Baseline Excess Baseline Excess
Jan 2021 $0.49332 $1.09586 $1.53752 $1.58918 $2.03084
Feb 2021 $0.49073 $1.09586 $1.53752 $1.58659 $2.02825
Mar 2021 $0.42316 $1.19868 $1.68034 $1.62184 $2.1035
Apr 2020 $0.23856 $1.13126 $1.64861 $1.36982 $1.88717
May 2020 $0.23187 $1.13126 $1.64861 $1.36313 $1.88048
June 2020 $0.24614 $1.13126 $1.64861 $1.3774 $1.89475
July 2020 $0.23892 $1.13126 $1.64861 $1.37018 $1.88753
Aug 2020 $0.28328 $1.13126 $1.64861 $1.41454 $1.93189
Sept 2020 $0.41891 $1.13126 $1.64861 $1.55017 $2.06752
Oct 2020 $0.38068 $1.13416 $1.65280 $1.51484 $2.03348
Nov 2020 $0.46046 $1.13416 $1.65280 $1.59462 $2.11326
Dec 2020 $0.48474 $1.13416 $1.65280 $1.6189 $2.13754
GAS SCHEDULE G-1 Sheet 2
RESIDENTIAL SERVICE
BASELINE The delivered quantities of gas shown below are billed at the rates for baseline use.
QUANTITIES:
BASELIME QUANTITIES (Therms Per Day Per Dwelling Unit)
Summer Winter Off-Peak Winter On-Feak (T}
i (April-October) (Mov Feb,Mar) (Dec, Jan) |
- Effective Apr. 1, 2020 Effective Nov. 1, 2019  Effective Dec. 1, 2018 (T)
P. 0.39 (R) 1.88 (R) 216 0]
Q 0.59 (R) 1.55 (R) 216 (1)
R 0.36 (R} 1.28 (R} 1.97 (1)
S 0.39 (R) 1.38 (R) 206 (1)
T 0.59 (R} 1.38 (R} 1.81 (n
v 062 (R} 1.5 (R} 1.84 (N
w 0.39 (R) 1.18 (R) 184 in
X 049 (R) 1.55 (R) 216 i
Y 0.69 (R) 2.18 (R} 2.65 ()
SEASONAL The summer season is April-October, the winter off-peak season is Novemnber, February
CHAMNGES: and March, and the winter on-peak season is December and January. Baseline

guantities for bills thatinclude the April 1, November 1 and December 1 seasonal
changeover dates will be calculated by multiplying the applicable daily baseline quantity
for each season by the number of days in each season for the billing period.
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Get In Touch

The adoption of reach codes can differentiate jurisdictions as efficiency leaders and help accelerate the
adoption of new equipment, technologies, code compliance, and energy savings strategies.

As part of the Statewide Codes & Standards Program, the Reach Codes Subprogram is a resource available to
any local jurisdiction located throughout the state of California.

Our experts develop robust toolkits as well as provide specific technical assistance to local jurisdictions (cities
and counties) considering adopting energy reach codes. These include cost-effectiveness research and
analysis, model ordinance language and other code development and implementation tools, and specific
technical assistance throughout the code adoption process.

If you are interested in finding out more about local energy reach codes, the Reach Codes Team stands ready
to assist jurisdictions at any stage of a reach code project.

Visit LocalEnergyCodes.com to Contact info@localenergycodes.com Follow us on Twitter
access our resources and sign up for no-charge assistance from expert
for newsletters Reach Code advisors
localenergycodes.com California Energy Codes & Standards | A statewide utility program 2021-07-08
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% TRC

436 14th Street
Oakland, CA 94612
Farhad Farahmand
510.473.8421

MEMORANDUM August 26, 2021

To: Rebecca Lucky (Menlo Park)

CC: Rafael Reyes (Peninsula Clean Energy), Kelly Cunningham (Pacific Gas & Electric Company), Christopher
Kuch (Southern California Edison)

From: Farhad Farahmand (TRC)

Re: Preliminary Cost Effectiveness Results for Nonresidential Electrofits in Climate Zone 3

OVERVIEW

TRC is providing preliminary cost-effectiveness results for nonresidential alterations in Menlo Park (California
Climate Zone 3), based on work we are performing on behalf of the Statewide Utility Reach Codes Program. These
preliminary results are to inform near-term decision-making toward achieving Menlo Park’s existing building
electrification goals, and to allow Menlo Park to provide feedback on methodology and assumptions. These results
have not been approved by the Statewide Utility Team, and represent solely represent TRC’s work to date. We
anticipate that the statewide report will be published by the third quarter of 2021.

INTRODUCTION

This memo documents preliminary cost-effectiveness analysis of measures that exceed the minimum state
requirements, the 2019 Building Energy Efficiency Standards, effective January 1, 2020, for nonresidential
alterations. Measures include energy efficiency, electrification, solar photovoltaics (PV), and battery storage.

The Department of Energy (DOE) sets minimum efficiency standards for equipment and appliances that are
federally regulated under the National Appliance Energy Conservation Act, including heating, cooling, and water
heating equipment (E-CFR, 2020). Since state and local governments are prohibited from adopting higher minimum
efficiencies than the federal standards require, the focus of this study is to identify and evaluate cost-effective
packages that do not include high efficiency heating, cooling, and water heating equipment.

METHODOLOGY

The Reach Codes Team used the following cost effectiveness methodology to analyze prototype alteration
measures.

Cost-Effectiveness

This section describes the approach to calculating cost effectiveness including benefits, costs, metrics, and utility
rate selection.
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Benefits

This analysis used both on-bill and time dependent valuation (TDV) energy based approaches to evaluate cost-
effectiveness. Both on-bill and TDV require estimating and quantifying the energy savings and costs associated with
energy measures. The primary difference of on-bill and TDV is how energy is valuated:

¢ On-Bill: Customer-based lifecycle cost approach that values energy based upon estimated site energy usage
and customer on-bill savings using electricity and natural gas utility rate schedules over a 15-year duration
for nonresidential buildings, accounting for a 3 percent discount rate and energy cost inflation.

¢ TDV: TDV is developed by the Energy Commission to reflect the time dependent value of energy including
long-term projected costs of energy such as the cost of providing energy during peak periods of demand
and other societal costs including projected costs for carbon emissions and grid transmission impacts. With
the TDV approach, electricity used (or saved) during peak periods has a much higher value than electricity
used (or saved) during off-peak periods. This metric values energy use differently depending on the fuel
source (gas, electricity, and propane), time of day, and season. Electricity used (or saved) during peak
periods has a much higher value than electricity used (or saved) during off-peak periods.

TRC performed energy simulations using the most recent software available for 2019 Title 24 code compliance
analysis, CBECC-Com 2019.1.3. TRC also simulated packages in 2022 research version software to test the impact of
2022 TDV multipliers and weather files on cost-effectiveness.

Costs

TRC assessed the incremental costs and savings of the energy packages over the 15 years for nonresidential
prototypes. Incremental costs represent the equipment, installation, replacements, and maintenance costs of the
proposed measure relative to the 2019 Title 24 Standards minimum requirements. Where applicable we accounted
for demolition costs. TRC obtained measure costs from engineering cost estimators, manufacturer distributors,
contractors, literature review, and online sources such as Home Depot and RS Means. Taxes and contractor
markups were added as appropriate.

Metrics

Cost effectivenessis presented using net present value (NPV) and benefit-to-cost (B/C) ratio metrics.

¢ NPV: TRC uses net savings (NPV benefits minus NPV costs) as the cost effectiveness metric. If the net
savings of a measure or package is positive, it is considered cost effective. Negative savings represent net
costs. A measure that has negative energy cost benefits (energy cost increase) can still be cost effective if
the costs to implement the measure are even more negative (i.e., construction and maintenance cost
savings).

¢ B/CRatio: Ratio of the present value of all benefits to the present value of all costs over 15 or 30 years
(NPV benefits divided by NPV costs). The criterion for cost effectiveness is a B/C greater than 1.0,
representing a positive return on investment. A value of one indicates the savings over the life of the
measure are equivalent to the incremental cost of that measure.

Improving the energy performance of a building often requires an initial investment. In most cases the benefit is

represented by annual on-bill utility or TDV savings, and the cost by incremental first cost and replacement costs.
However, some packages result in initial construction cost savings (negative incremental cost), and either energy
cost savings (positive benefits), or increased energy costs (negative benefits). In cases where both construction
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costs and energy-related savings are negative, the construction cost savings are treated as the benefit while the
increased energy costs are the cost.

Utility Rates

TRC determined appropriate utility rates for each prototype and package based on the annual load profile of each
prototype and the corresponding package, the most prevalent rate in each territory. For some prototypes there are
multiple options for rates because of the varying load profiles of mixed-fuel buildings versus all-electric buildings. If
more than one rate schedule is applicable for a particular load profile, TRC did not attempt to compare or test a
variety of tariffs to determine their impact on cost effectiveness. TRC used PG&E electric utility rates B-1 and B-10
depending on the prototype, and G-NR1 for Climate Zone 3.

Utility rates are assumed to escalate over time, using assumptions from research conducted by Energy and
Environmental Economics (E3) in the 2019 study Residential Building Electrification in California (Energy &
Environmental Economics, 2019) and escalation rates used in the development of the 2022 TDV multipliers.*?2

Figure 1. Real Utility Rate Escalation Rate Assumptions Above Inflation

Statewide Electric Nonresidential Natural Gas Nonresidential

Average Rate (%/year, real) Core Rate (%/year, real)
2020 E3 2019 2.0% 4.3%
2021 E3 2019 2.0% 4.3%
2022 E3 2019 2.0% 2.7%
2023 E3 2019 2.0% 4.0%
2024 2022 TDV 0.7% 7.7%
2025 2022 TDV 0.5% 5.5%
2026 2022 TDV 0.7% 5.6%
2027 2022 TDV 0.2% 5.6%
2028 2022 TDV 0.6% 5.7%
2029 2022 TDV 0.7% 5.7%
2030 2022 TDV 0.6% 5.8%
2031 2022 TDV 0.6% 3.3%
2032 2022 TDV 0.6% 3.6%
2033 2022 TDV 0.6% 3.4%
2034 2022 TDV 0.6% 3.4%
2035 2022 TDV 0.6% 3.2%
2036 2022 TDV 0.6% 3.2%
2037 2022 TDV 0.6% 3.1%

! https://www.ethree.com/e3-quantifies-the-consumer-and-emissions-impacts-of-electrifying-california-homes/
2 https://www.energy.ca.gov/event/workshop/2020-03/staff-workshop-2022-energy-code-compliance-metrics
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Source Statewide Electric Nonresidential Natural Gas Nonresidential
= ___Average Rate (%/year, real)  Core Rate (%/year, real)

2038 2022 TDV 0.6% 2.9%
2039 2022 TDV 0.6% 3.2%
2040 2022 TDV 0.6% 2.9%
2041 2022 TDV 0.6% 3.5%
2042 2022 TDV 0.6% 3.4%
2043 2022 TDV 0.6% 3.4%
2044 2022 TDV 0.6% 3.4%
2045 2022 TDV 0.6% 3.5%
2046 2022 TDV 0.6% 2.0%
2047 2022 TDV 0.6% 1.8%
2048 2022 TDV 0.6% 2.1%
2049 2022 TDV 0.6% 1.7%
2050 2022 TDV 0.6% 2.1%
2035 2022 TDV 0.6% 3.2%
2036 2022 TDV 0.6% 3.2%
2037 2022 TDV 0.6% 3.1%
2038 2022 TDV 0.6% 2.9%
2039 2022 TDV 0.6% 3.2%
2040 2022 TDV 0.6% 2.9%
2041 2022 TDV 0.6% 3.5%
2042 2022 TDV 0.6% 3.4%
2043 2022 TDV 0.6% 3.4%
2044 2022 TDV 0.6% 3.4%
2045 2022 TDV 0.6% 3.5%
2046 2022 TDV 0.6% 2.0%
2047 2022 TDV 0.6% 1.8%
2048 2022 TDV 0.6% 2.1%
2049 2022 TDV 0.6% 1.7%
2050 2022 TDV 0.6% 2.1%
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Prototype Characteristics

TRC used modified versions of the following five DOE building prototypes to evaluate cost effectiveness of measure
packages:

¢ Medium Office

¢ Stand-alone Retail

¢ Warehouse

¢ Quick-service restaurant (QSR) and Full-service restaurant (FSR)
¢ High-rise multifamily (HRMF)

¢ Small Hotel

TRC created three vintages of prototypes by leveraging data and methodologies from 10U studies, Senate Bill 350
(SB350) analysis, and Commercial Building Energy Consumption Survey (CBECS) to identify appropriate
characteristics.>*° These datasets include estimates of retrofits/upgrades to older buildings as well as field data on
existing conditions. The three vintages that TRC analyzed include:

¢ 1980’s — represents buildings built prior to 1990 (reference year 1982).
¢ 1990’s — represents buildings built during the 1990 era (reference year 1992).

¢ 2000’s — represents buildings built during the 2000 era (reference year 2006).

The analysis presented in this report assumes a certain set of existing conditions within each prototype, and that
buildings operate as intended. Real building existing conditions are often a variety of old and new components, and
equipment performance degrades over time. The analysis assumes some equipment replacement over time, based
primarily on the SB350 analysis. The rate of replacement varies by building system and by envelope component.

TRC’s prototypes and cost effectiveness results represent a range of vintages in an attempt to account for the
variety of existing conditions in real buildings in a simplified way. Jurisdictions should consider how TRC’s measure-
specific findings would apply to the existing conditions in the jurisdictions’ building stock, and in what instances
they would be applicable.

Figure 2 summarizes the baseline prototype characteristics.

3 http://capabilities.itron.com /W0024 /Docs/California%20Commercial%20Saturation%20Study Report Final.pdf
4 https://efiling.energy.ca.gov/getdocument.aspx?tn=221631
5 https://www.eia.gov/consumption/commercial/
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Figure 2. Prototype Summaries

Building Type (All Conditioned Floor # of . T Baseline Hot
Basel HVAC Dist t t
Vintages) Area (ft?) floors aseline BULTUELI A Water System
Medium Office c3 628 3 Packaged multizone Variable Air Volume Central Gas
! (VAV) reheat + boilers Storage
Stand-alone Retail 24563 1 Packaged single zone (SZ) Constant Air Central Gas
! Volume (CAV) + gas furnace Storage
Warehouse Warehouse: Gas furnace serving 10% of
PSRN S Central Gas
17,548 1 floor area, exhaust-only ventilation Storage
Office: Packaged SZ CAV + gas furnace &
QSR 2,500 |
1 Packaged SZ CAV + gas furnace Central Gas
FSR 5,000 storage
HRME: 1980s vintage Pack.aged termlnal alr. conditioning (PTAC)
+ boilers serving heating-only baseboard
. . . Central gas
HRME: 1990s vintage 125,400 10 CP;)I’;?:Z + boilers serving heating-only fan storage
HRMF: 2000s vintage Split air conditioner + gas furnace
Small Hotel: 1980s vintage
PTAC + gas wall furnace
Small Hotel: 1990s vintage 42,552 4 Central gas
storage
Small Hotel: 2000s vintage SZAC + furnace

Greenhouse Gas Emissions

The analysis uses the greenhouse gas (GHG) emission multipliers developed by E3.° The multipliers have been
developed to support development of compliance metrics for use in the 2022 California Energy Code. There are
8760 hourly multipliers accounting for time dependent energy use and carbon emissions based on source
emissions, including renewable portfolio standard projections. For the 2022 code cycle, the multipliers also
incorporate greenhouse gas emissions from methane and refrigerant leakage, which are two significant sources of
greenhouse gas emissions.” There are 32 strings of multipliers — strings differ by the California climate zone and fuel
type (electricity or natural gas).

Greenhouse gas (GHG) savings in Ib CO,e do not represent Peninsula Clean Energy values, but rather those for
Pacific Gas & Electric Company based on the automatically generated outputs of CBECC-Res. It is likely that higher
GHG savings are achievable from an increased penetration of renewable energy supply, such as that provided by
Peninsula Clean Energy.

6 https://efiling.energy.ca.gov/GetDocument.aspx?tn=233260&DocumentContent|d=65748
7 Energy and Environmental Economics, Inc. 2020. “Time Dependent Valuation of Energy for Developing Building Efficiency Standards.”
https://efiling.energy.ca.gov/GetDocument.aspx?tn=233257&DocumentContentld=65743
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MEASURE PACKAGES AND COSTS

TRC analyzed the electrification retrofit (electrofits), efficiency, solar photovoltaics (PV), and battery measures
described in this section.

Electrofit

TRC examined the potential for electrofits of HVAC, hot water, cooking, and clothes drying end-uses where
applicable. In some scenarios, partial electrofits were considered.

TRC received cost estimates from Western Allied Mechanical, a San Francisco Bay Area mechanical contractor for
the HVAC and water heating systems, for all packages. The mechanical contractor gave labor costs for typical new
installations and noted that retrofit labor costs are highly variable. Building-specific considerations such as tight
conditions, prepping surfaces, elevated work, material handling, specialty rigging, and protecting existing finishes
can vary building to building. These details can have a large labor cost impact, and it is difficult to define a typical
condition. Because of this variation, TRC used multipliers typically ranging from 25 to 50 percent on the new
construction labor cost.

For each electrofit, TRC considered the mechanical equipment impact at the central system, distribution, and zone
levels. TRC assigned a retrofit labor multiplier separately to the central system equipment, distribution equipment,
and zonal equipment based on challenges the installers are likely to encounter. TRC estimated a different multiplier
for the mixed fuel retrofit as well as the electrofit for each prototype. The final multipliers range widely, with lower
multipliers typical of like-for-like replacements such as replacing a packaged SZ unit, and higher multipliers where
additional demolition, physical space, and coordination may be needed.

TRC determined electrical upgrades required for each electrofit and the cost of the upgrade through design
engineering coordination with P2S Engineers and costs from RSMeans. TRC intended to capture all components of
electrical upgrades, from receptacles to transformers. Costs for utility service upgrades were out of the scope of
this study.

TRC assumed that all HVAC and SHW equipment has a 15-year useful life and therefore did not consider
replacements in either the mixed-fuel or the all-electric scenario for all nonresidential building types. TRC assumed
that the maintenance requirements would be the same in the mixed-fuel and all-electric scenarios, and therefore
did not consider any incremental maintenance costs, except as noted.

Medium Office

The existing HVAC system is a VAV reheat system which includes one gas hot water boiler, one packaged rooftop
unit per floor, and VAV hot water reheat boxes. The existing SHW design includes one gas storage water heater.

To replace the incumbent gas-fired boiler for the Medium Office electrofit, TRC selected a central heat pump water
heater with a storage tank and electric resistance booster only to be used during peak heating demand periods.
This approach utilizes the existing hydronic plumbing infrastructure and VAV terminals, and supply lower water
temperature except during peak heating demand periods. To replace the existing gas storage SHW heater for the
electrofit, TRC selected a central heat pump with storage tank. The HVAC and SHW electrofit systems present
higher costs compared to the mixed-fuel replacements due to the increased equipment costs and electrical
infrastructure needs.

For a mixed-fuel retrofit baseline, TRC assumed the gas boiler and gas water heater replacements are a one-to-one
replacement of equipment at the system level, with no demolition required, and a labor retrofit multiplier of 25
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percent. For the electrofit, TRC assumed a labor retrofit multiplier of 35 percent for both HVAC and SHW to account
for installation of additional components and floor area required for the heat pump and storage tank. No
distribution or zonal equipment changes are required as part of the electrofit.

Figure 3 shows the costs for Medium Office averaged across all climate zones for the 1980’s vintage.

Figure 3. Medium Office Electrofit Costs

Mixed-fuel All-Electric All-electric

Mixed-fuel cost Electrofit measure incremental Source

measure cost
cost

Central heat pump water

Boilers heater with electric Cost estimator
$45,508 resistance booster $157,070 $111,562
Service water Central heat pump water Cost estimator
heater $73,479 heater 588,762 $15,283
Wiring, distribution boards,
Electrical and transformers to serve Design engineer,
upgrades central HVAC and SHW RSMeans
SO systems $31,233 $31,233
Total $118,987 $277,065 $158,078

Stand-Alone Retail

The existing HVAC system includes four packaged single zone rooftop ACs with gas furnaces. The existing SHW
design includes one gas storage water heater.

To replace the existing packaged rooftop units for the Stand-alone Retail electrofit, the Reach Codes Team selected
packaged heat pumps to replace the packaged ACs with gas furnaces. To replace the existing gas storage water
heater for the electrofit, TRC selected one electric resistance point of use water heater for each of the three sinks.

TRC assumed a labor retrofit multiplier of 25 percent for both the mixed fuel and the all-electric HVAC retrofits. This
is the low end of retrofit labor multipliers because in both the mixed fuel case and the all-electric case, the
packaged units are drop-in replacements at the system level, with no demolition required. No HVAC distribution or
zonal equipment changes are required as part of the electrofit. For a mixed-fuel SHW retrofit baseline, TRC
assumed a labor retrofit multiplier of 25 percent because the water heater is a drop-in replacement of the existing
water heater. For the SHW electrofit, TRC assumed a labor retrofit multiplier of 35 percent to account for installing
equipment in three different locations.

Figure 4 shows the cost data for Stand-alone Retail averaged across all climate zones for the 1980’s vintage.
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Figure 4. Standalone Retail Electrofit Costs

Mixed-fuel All-Electric All-electric

Mixed-fuel cost Electrofit measure .
measure cost incremental cost

HVAC: Packaged
SZ AC + gas Packaged SZ Heat Pump Cost estimator
furnace $176,229 $173,617 (52,612)

Point of use electric

SWH: Gas storage Cost estimator

$1,255 resistance $1,723 S468
Electrical .. Design engineer,
w f HW
upgrades $0 iring for 5 $2,007 $2,007 RSMeans
Total $177,484 $177,347 ($137)
Warehouse

The baseline HVAC system includes one packaged single zone rooftop AC with gas furnace which serves the office.
The warehouse space does not have cooling, but approximately 10% of the floor area is heated by a ceiling
suspended gas unit heater. Exhaust fans provide stand-alone ventilation and are not considered as part of any
measure packages. The existing SHW design includes one gas storage water heater.

To replace the existing packaged rooftop unit for the office space, the Reach Codes Team selected a packaged heat
pump. For the warehouse space, where 10% of the floor area is heated, TRC selected an electric radiant heater to
replace the gas unit heater. To replace the existing gas storage water heater for the electrofit, TRC selected one
electric resistance point of use water heater for the sink.

TRC assumed a labor retrofit multiplier of 25 percent for both the mixed fuel and the all-electric office HVAC
retrofits, as well as the warehouse space mixed fuel retrofit. Similar to the Retail prototype, the equipment
represents drop-in replacements without significant demolition. For the all-electric warehouse space HVAC retrofit
TRC also assumed 25 percent because the electrofit requires little space and only requires hanging equipment in an
open area. For a mixed-fuel SHW retrofit baseline, TRC assumed a labor retrofit multiplier of 25 percent because
the water heater is a drop-in replacement of the existing water heater. For the SHW electrofit, TRC assumed a labor
retrofit multiplier of 35 percent to account for installing equipment in a different location than the existing water
heater.

Figure 5 shows the cost data for Warehouse averaged across all Climate Zones for vintage 1.
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Figure 5. Warehouse Electrofit Costs

Mixed-fuel All-Electric All-electric

Mixed-fuel measure Electrofit measure incremental Source

cost cost
cost

Office HVAC: Packaged Packaged SZ Heat Cost estimator
SZ AC + gas furnace $56,013 Pump $60,462 $4,449

Warehouse HVAC: Gas Electric radiant heaters.

heaters. Exhaust only Exhaust only Cost estimator
ventilation $6,529 ventilation $10,958 $4,429

Point of use electric

SWH: Gas storage Cost estimator

$1,255 resistance $1,149 -$106
Electrical upgrades Wiring for warehouse Design engineer,
Pe 30 HVAC and SHW 36,231 36,231 RSMeans
Total $63,797 $78,800 $15,003

Quick-Service and Full-Service Restaurants

TRC analyzed two prototypes, QSR and FSR, to discern the variance in analysis results depending on the type of
restaurant. TRC developed a basis-of-design (BOD) for kitchen cooking equipment, HVAC, and service water heating
(SWH) for mixed-fuel kitchens and all-electric kitchens. The BOD served as the foundation for modeling inputs and
cost assumptions for the cost effectiveness analysis. None of the cooking appliances examined in this study are
subject to federal energy efficiency requirements.

TRC determined cost estimates for kitchen appliances from online retailers. Whenever possible, TRC gathered costs
from three different appliance retailers and used the average for the analysis. TRC adjusted material and labor costs
for each climate zone based on weighting factors from RS Means.

The Reach Codes Team compared the incremental differences in equipment selection and associated costs from a
mixed-fuel baseline to all-electric restaurants for HVAC, SWH, kitchen process equipment, and gas/electrical
infrastructure.

For replacement and maintenance costs, TRC assumed all cooking appliance replacement at year 10. Based on
interviews of subject matter experts, kitchens with all-electric cooking appliances would call for maintenance five
times a year, while a typical mixed-fuel kitchen would need regular maintenance 10 times a year, with each visit
costing $150.

Figure 6 and Figure 7 show the costs for QSR and FSR, respectively, averaged across all climate zones for the 1980’s
vintage.
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Figure 6. QSR All-Electric Construction Costs

Mixed-fuel All-electric All-electric

Mixed-fuel measure All-electric measure

cost cost incremental cost
Mechanical Equipment
:}chC: Packaged furnace, DX $120,811 | HVAC: Packaged heat pump | $128,154 $7,343
SWH: Gas storage water heater Eg?;:i::tﬁig?agztgnk
- One 150 kBtu/hr heater $21,860 . $27,963 $6,103
- One 100-gallon tank - A.O. Smith CHP-120
- One 120-gallon tank
Kitchen Appliances
Gas appliances:
- French Fryer (4) French Fryer (4)
- Gridfile, sin.gle sided (2) $21,291 Gridd[e, single §ided (2) . $42,815 $21,524
Electric appliances: Half-size electric convection
- Half-size electric convection oven (1)
oven (1)
Infrastructure Upgrades
n/a S0 Electrical $25,832 $25,832
Total $163,962 $224,763 $60,801
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Mixed-Fuel Measure

Figure 7. FSR All-Electric Construction Costs

Mixed-
Fuel Cost

All-Electric Measure

All-Electric
Cost

All-Electric

Incremental Cost

Mechanical Equipment

HVAC: Packaged furnace, DX A/C $160,889 | HVAC: Packaged heat pump $161,013 $123
SWH: Heat pump water heaters with
storage tank
SWH: Gas storage water heater - Four Colmac CxV-5
- One 150 kBtu/hr heater $61,194 | - Total 750-gallons of primary storage $161,943 $100,749
- One 100-gallon tank - One 5 kW electric resistance loop
heater
- One 120-gallon loop tank
Kitchen Appliances
. ) Electric appliances:
Gas applllances. ) - Chain Broiler (1)
- Underfired Broiler (1)
- French Fryer (1)
- French Fryer (2) . . .
. . . - Griddle, single sided (1)
- Griddle, single sided (1) - Broiler, Salamander (1)
- Broiler, Salamander (1) $52,383 ! . $99,959 $47,576
. - Oven, convection double - deck (1)
- Oven, convection double deck (1) . .
- Oven, induction range (2)
- Oven, Range (2) . . .
) - Range, Six burner induction cooktop
- Range, Six open Burners (2)
- Range, Stock pot (2) (2)
’ - Range, Induction Stock pot (2)
Maintenance costs: Maintenance costs:
- $750/yr $11,250 - $1,500/yr $22,500 $11,250
- Assuming 15 years lifetime - Assuming 15 years lifetime
Infrastructure Upgrades
n/a SO Electrical $37,213 $37,213
Total $285,716 $482,628 $196,911

High-Rise Multifamily

The existing HRMF HVAC system varies by vintage, and the electrofit system varies depending upon the existing
HVAC system. A description of the mixed fuel retrofit system and the all-electric retrofit systems for each vintage
are shown in Figure 8 through Figure 10.

The existing DHW design for all vintages is a gas storage water heater. For the all-electric design, TRC selected heat
pump water heaters with storage to replace the gas water heaters.

In the 1980s vintage, the existing HVAC system consists of hydronic baseboard heaters in each dwelling unit, which
are served by a gas boiler. The dwelling units each have packaged terminal air conditioners (PTACs) for cooling. For
the all-electric HVAC design, TRC selected packaged terminal heat pumps (PTHPs) to provide both heating and
cooling to the dwelling units. The PTHP fits directly into the PTAC housing. TRC assumed a weighted labor retrofit
multiplier of 28% in the all-electric design and a 25% for the mixed fuel design.

For cooking, TRC assumed existing gas cooking in scenarios where there is no existing cooling and existing electric
cooking in scenarios where there is existing cooling. These assumptions intend to represent the wide range of
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potential electrical infrastructure upgrades required (high to low, respectively). For clothes drying, TRC selected a
120-volt combination washer and dryer that replaces the existing washer and dryer without any electrical upgrade.®

Figure 8 shows the cost data for the 1980s vintage averaged across all Climate Zones.

Figure 8. HRMF Electrofit Costs, 1980s Vintage

Mixed-Fuel Mixed- . All-Electric GG
Electrofit Measure Incremental Source
Measure Fuel Cost Cost
Cost
HVAC Replace PTACs and Replace PTACs with Cost estimator
boilers. PTHPs. Decommission
Baseboards 3616,741 boilers and baseboards. »610,651 56,090
remain in place.
DHW G:.js water heater $55 037 H(?at pump water heater $275,352 $220,315 Cost estimator
with storage with storage
Appliances Electric stove, gas Electric stove, electric Online
dryer $1,151,791 | dryer $526,500 $46,800 retailers, E3
2019 report
Infrastructure | Wiring and Wiring and distribution Design
distribution for central DHW heat engineer,
replacements, like $312 pump water heater. $8,552 $8,240 RSMeans
for like
replacement
Total $1,151,791 $1,421,056 $269,265

In the 1990s vintage, the existing HVAC system consists of heating-only fan coils in each dwelling unit, which are
served by a gas boiler. The dwelling units each have PTACs for cooling. TRC assumed the same all-electric HVAC
design as the 1980s vintage.

Figure 9 shows the cost data for the 1990s vintage averaged across all Climate Zones.

8 Examples available in: https://www.redwoodenergy.tech/wp-content/uploads/2019/11/Multifamily-ZNC-Guide-7-10-19-sa-clean.pdf
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Figure 9. HRMF Electrofit Costs, 1990s Vintage

. . All-Electric
Mixed-Fuel Measure Mixed-Fuel Electrofit Measure All-Electric Incremental Source
HVAC Replace PTACs, fan coils, Replace PTACs with PTHPs.
and boilers $1,075,630 | Decommission boilers and $605,149 -$470,481 Cost
fan coils. estimator
DHW Gas water heater with $55 037 Ht'eat pump water heater $275.352 $220,315 Cqst
storage with storage estimator
Appliances Electric stove, gas dryer $479,700 |Electric stove, electric dryer | $526,500 $46,800
Infrastructure |Wiring and distribution Wiring and distribution for Design
replacements, like for $312 central DHW heat pump $8,552 $8,240 engineer,
like replacement water heater RSMeans
Total $1,610,679 $1,415,554 -$195,126

In the 2000s vintage, the existing HVAC system consists of central furnaces and split air conditioners. For the all-
electric HVAC design, TRC selected split heat pumps to provide both heating and cooling to the dwelling units. TRC
assumed a weighted labor retrofit multiplier of 25% in the all-electric and mixed fuel designs

Figure 10 shows the cost data for the 2000s vintage averaged across all Climate Zones.

Figure 10. HRMF Electrofit Costs, 2000s Vintage

Mixed-Euel All-Electric
Mixed-Fuel Cost  Electrofit Measure  All-Electric Cost | Incremental Source
Measure
Cost
HVAC Cer.1tral furnace + $1183 585 Split heat pump $1023,382 -$160,203 Cos.t
Split AC estimator
DHW G{:\s water heater $55 037 Heat pump water $275,352 $220,315 Cos.t
with storage heater with storage estimator
Appliances Electric stove, gas $479,700 Electric stove, electric $526,500 $46,300
dryer dryer
Infrastructure Wiring and Design
distribution for Engineer,
20 central DHW heat 28,552 28,552 RSMeans
None pump water heater
Total $1,718,322 $1,833,786 $115,464

Small Hotel

The existing HVAC system varies by vintage, and the electrofit system varies depending upon the existing HVAC
systems. A description of the existing system, the mixed fuel retrofit system, and the all-electric retrofit systems for

each vintage are shown in Figure 11 through Figure 12.

The existing DHW design for all vintages is a gas storage water heater. For the all-electric design, TRC selected heat
pump water heaters with storage to replace the gas water heaters.
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In the 1980s and 1990s vintage, the existing HVAC system in the guest rooms is gas wall furnace for space heating
and PTACs for cooling. For the all-electric HVAC design, TRC selected PTHPs to provide both heating and cooling to
the dwelling units. The PTHP fits directly into the PTAC housing. TRC assumed a weighted labor retrofit multiplier of
25% in both all-electric and the mixed fuel design.

Figure 11 shows the cost data for the 1980s and 1990s vintage averaged across all Climate Zones.

Figure 11. Small Hotel Electrofit Costs, 1980s and 1990s Vintage

Mixed-Fuel = Mixed-Fuel . All-Electric All-Electric
Electrofit Measure
Measure Cost Incremental Cost

HVAC Replace PTACs Replace PTACs with Cost estimator, Online
and wall $408,151 |PTHPs. Decommission $227,317 -$180,834 retailers
furnaces wall furnaces.

DHW Gas water Heat pump water heater Cost estimator, HRMF
heater with $36,303 with storage $101,446 $64.842 New Construction
storage Reach Codes Cost

Effectiveness Study

Infrastructure |None Wiring and distribution RSMeans

SO for central DHW heat $8,240 $8,240
pump water heater.
Total $444,754 $337,003 -$107,751

In the 2000s vintage, the existing HVAC system in guest rooms consists of central furnaces and split air conditioners.
For the all-electric HVAC design, TRC selected split heat pumps to provide both heating and cooling to the guest
rooms. TRC assumed a weighted labor retrofit multiplier of 25% in the all-electric and mixed fuel designs.

Figure 12 shows the cost data for the 2000s vintage averaged across all Climate Zones.

Figure 12. Small Hotel Electrofit Costs, 2000s Vintage
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All-Electric

Mixed-Fuel Mixed-Fuel . All-Electric
Electrofit Measure Incremental
Measure Cost Cost
Cost
HVAC Central furnace Split heat pump
+ Split AC »699,398 »611,888 287,510 Cost estimator
DHW Gas water Heat pump water Cost estimator, HRMF
h ith h ith N ion Reach
eater wit $36,603 eater wit $101,446 464,842 ew Constructlon_ eac
storage storage Codes Cost Effectiveness
Study
Infrastructure | None Wiring and
%0 distribution for $8 240 $8 240
central DHW heat ! !
pump water heater RSMeans
Total $736,002 $721,573 -$14,428

Solar PV

TRC estimated 50 percent of the roof area is available to install PV and has solar access, with a capacity of 15 W/ft2.
This approach assumes that the other 50 percent of the roof is for skylights, mechanical equipment, and walking
paths. PV energy output is built into CBECC-Com and is based on the National Renewable Energy Lab’s PVWatts
calculator, which includes long-term performance degradation estimates.®

The costs for PV include first cost to purchase and install the system, inverter replacement costs, and annual
maintenance costs, summarized in Figure 13. Upfront solar PV system costs are reduced by the federal income tax
credit (ITC), approximately 26 percent due to a phased reduction in the credit through the year 2022.%°

° More information available at: https://pvwatts.nrel.gov/downloads/pvwattsv5.pdf

10 The federal credit drops to 26% in 2020, and 26% in 2021 before dropping permanently to 10% for commercial projects. More information
on federal Investment Tax Credits available at: https://www.seia.org/initiatives/solar-investment-tax-credit-itc;
https://www.seia.org/sites/default/files/2021-01/SEIA-ITC-Factsheet-2021-Jan.pdf
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Figure 13. PV Construction Costs

Useful Life
Unit Cost Source
(yrs.)
Small NR <100kW (QSR, FSR,
Warehouse) 2320/ Wdc
Solar PV System 30 LBNL — Tracking the Sun
L NR >100kW (Medi ffi
arge >100 (. edium Office, $2.50 / Wdc
Retail)
Inverter Replacement (at year 11) $0.15 / Wdc 10 E3 Rooftop Solar PV System
Report
Annual Maintenance Costs $0.02 / Wdc 1

Battery

This measure includes installation of batteries to allow energy generated through PV to be stored and used later,
providing utility cost benefits. TRC applied battery measures to only the QSR and FSR prototypes because these
prototypes have significant electrical loads during peak periods (i.e., 4p-9p).

TRC ran test simulations to assess the impact of battery sizes and control algorithms on TDV savings. The battery
size is optimized for each prototype to offset the majority of the peak period load. TRC used the ‘Ranked Day
Demand Response’ control method, which assumes batteries are charged anytime PV generation is greater than
the building load but discharges to the electric grid beginning on the highest priced hour of the day. This control
algorithm uses the relative ranking of the highest TDV for a day to determine its rank instead of a specific TDV value
as threshold. This control option is not reflective of the current products on the market and represents an ideally
controlled condition where there is real-time pricing of electricity. While this control strategy is being used in the
analysis, there would be no mandate on the control strategy used in practice. The current simulation software has
approximations of performance characteristics changes due to environmental conditions, charge/discharge rates,
and degradation with age and use.

TRC used costs of $1,000 kWh based on preliminary findings from concurrent research by the IOU Codes and
Standards Program, using data from the Self Generation Incentive Program (ltron, 2019). Batteries are also eligible
for the ITC if they are installed at the same time as the renewable generation source and at least 75 percent of the
energy used to charge the battery comes from a renewable source. Thus, TRC applied a 26 percent cost reduction
to battery costs.

Efficiency Measures

For each prototype, the Reach Code Team assessed the viability of achieving a cost effective outcome when
combining efficiency measures with all-electric packages based on the NPVs achieved from each individually. The
Team determined that testing All-Electric + Efficiency may be most successful for the Standalone Retail, QSR, and
FSR prototypes. The efficiency measures and their applications are listed in the Figure 14.
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Figure 14. Efficiency Measures Analyzed

Full Service Quick Service
Restaurant Restaurant

Efficiency Measure Description

Window film: This measure reduces window SHGC of existing
windows to 0.39 by adding window film.

Lighting retrofit: This measure replaces the existing light
fixtures to reduce the existing LPD in select areas to the
following, representing 2019 code-minimum upgrades:
e Standalone Retail: Reduces LPD to 0.95 W/ft? ° ° ]
e Restaurants: Reduces LPD for dining spaces to 0.45 W/
ft2; Reduces LPD for kitchen space to 0.95 W/ ft?

Transfer air for commercial kitchens: This measure expands the
Title 24 Part 6 Section 140.9 (b)2 requirements kitchen
ventilation per the following:

e Reduces the transfer air requirement for kitchens with
exhaust hoods to air flows greater than 2,000 ft3/min
from 5,000 ft3/min. For exhaust hood with air flow
rate greater than 2000 ft3/min but lower than 5000
ft3/min, this measure would require at least 15
percent of all replacement air come from transfer air
in the dining space, which would otherwise be
exhausted. This measure only applies to the Quick
Service Restaurant.

e  For exhaust hoods with an air flow rate greater than
5,000 ft3/min for Full Service Restaurant:

1. Use transfer air for at least 25 percent of all
replacement air that would otherwise be exhausted;
and

2. Install demand ventilation systems meeting Title 24
Section 140.9 (b)2.B.ii.

Measure Packaging

TRC examined the following packages for each prototype

¢ Mixed Fuel Code Minimum package: Appliance upgrades on the existing building using code-minimum fossil
gas equipment.

¢ All-electric Code Min: Replace any gas equipment with electric, code-minimum equipment, including HVAC,
SHW, and appliances. Upgrade electrical infrastructure as-required. The Baseline for this package is a gas
code-minimum equipment replacement, including HVAC, SHW, and appliances.
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All-electric Code Min (2022 TDV): All-electric Code Min, with cost-effectiveness calculations done using
2022 TDV multipliers. The Baseline for this package is the same as the all-electric Code Min Baseline, except
with 2022 TDV multipliers.

Electric HVAC and SHW: This package is specifically for the restaurant prototypes, and replaces gas space
and water heating equipment with electric code-minimum equipment.

All-Electric + Efficiency: Adds efficiency measures to the All-Electric Code Min package, except in
restaurants where it adds efficiency measures to the Electric HVAC and SHW package.

All-electric + PV: All-electric Code Min, including a solar PV array, plus battery storage for FSR and QSR only.
The Baseline for this package is the same as the All-electric Code Min Baseline.

All-electric + PV (2022 TDV): All-electric + PV, with cost-effectiveness calculations done using 2022 TDV
multipliers. The Baseline for this package is the same as the All-electric Code Min Baseline, except with
2022 TDV multipliers.
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% TRC

436 14th Street
Oakland, CA 94612
Farhad Farahmand
510.473.8421

CosT EFFECTIVENESS RESULTS

Figure 15 through Figure 21 present the preliminary cost effectiveness results for Climate Zone 3 using PG&E electric and gas rates. TRC did
not compare a variety of tariffs to determine their impact on cost effectiveness, and utility rate updates can affect cost effectiveness results.

For the Mixed Fuel Code Minimum package, the baseline is the existing building. For all other packages, the baseline is the Mixed Fuel Code
Minimum package.
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Figure 15. FSR Cost Effectiveness Results

15-year

Annual Annual Annual Upfront Lifecvele 15-vear 15-year 15-year 15-vear
Full Service Elec Gas GHG Incremental Ener ST‘I,)V B/C B/C NPVy(On- 15-year
Restaurant (FSR) Savings Savings savings Package Cosfy Savings Ratio Ratio ) NPV (TDV)
(kWh) (therms) (tons) Cost . & (On-bill) (TDV)
Savings
80’s 100,806 | (2,809) 2 $352,211 | $276,888 | $209,903 0.8 0.6 ($75,323) | ($142,308)
Mixed Fuel Code ,
Minimum 90’s 79,955 (2,380) $352,211 $216,787 | $161,006 0.6 0.5 ($135,424) | ($191,205)
00’s 60,077 | (1,963) 0 $352,211 | $160,076 | $113,857 0.5 0.3 ($192,136) | ($238,354)
Allelectric cod 80’s (311,520) | 24,813 78 $233,981 | ($453,326) | ($505,496) -1.9 2.2 ($687,307) | ($739,477)
-electric coae ,
minimum 90’s (310,227) | 24,636 77 $233,981 | ($453,243) | ($505,670) -1.9 7.7 ($687,225) | ($739,651)
00’s (312,028) | 24,885 78 $233,981 | ($454,924) | ($506,162) -1.9 2.2 ($688,905) | ($740,143)
All-electric code 80’s (248,537) | 24,813 85 $544,423 | ($317,088) | ($197,436) -0.6 0.4 ($861,511) | ($741,859)
minimum + PV + 90’s (247,243) | 24,636 84 $544,423 | ($317,004) | ($197,608) -0.6 -0.4 ($861,427) | ($742,031)
Battery 00’s (249,052) | 24,885 85 $544,423 | ($318,395) | ($198,118) -0.6 0.4 ($862,818) | ($742,541)
80’s (55,145) | 10,886 48 $143,990 $26,760 $62,953 0.2 0.4 ($117,229) | ($81,037)
Electric HVAC and 90's
SHW + Efficiency (53,658) | 10,709 47 $143,021 $28,306 $62,698 0.2 0.4 ($114,715) | ($80,323)
00’s (58,995) | 10,958 48 $142,097 $15,808 $52,444 0.1 0.4 ($126,289) | ($89,653)
All-electric code 80’s (301,073) | 23,131 70 $233,981 | ($448,342) | ($98,842) -1.9 -0.4 ($682,323) | ($332,823)
minimum (2022 90’s (299,969) | 22,972 70 $233,981 | ($447,884) | ($99,966) -1.9 0.4 ($681,865) | ($333,947)
TDV) 00’s (301,427) | 23,184 71 $233,981 | ($450,175) | ($98,422) -1.9 -0.4 ($684,157) | ($332,403)
All-electriccode | 80's | (241,504) | 23,131 87 $544,423 | ($331,602) | ($2,266) -0.6 0.0 | ($876,025) | ($546,689)
m'”'?a‘i:;;w * 90's | (240,399) | 22,972 87 $544,423 | ($331,181) | ($3,389) 0.6 0.0 | ($875,604) | ($547,812)
(2022TDV) 00’s (241,858) | 23,184 88 $544,423 | ($333,420) | ($1,845) -0.6 0.0 ($877,843) | ($546,268)
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Figure 16. QSR Cost Effectiveness Results

Annual Annual Annual Upfront LlifS;Ze;re 15-vear 15-year 15-year 15-vear
Quick Service Vintage Elec Gas GHG Incremental Enez ST‘I,)V B/C B/C NPVy(On- 15-year
Restaurant (QSR) g Savings Savings savings Package Cosiy Savings Ratio Ratio ) NPV (TDV)
(kWh) (therms) (tons) Cost . & (On-bill) (TDV)
Savings
80’s 42,633 (306) $215,324 | $135,341 | $106,511 0.6 0.5 ($79,982) | ($108,813)
Mixed Fuel Code ’
Minimum 90’s 32,497 (560) $215,324 $96,299 $74,531 0.4 0.3 ($119,025) | ($140,793)
00’s 27,574 (284) 3 $215,324 $85,761 $65,358 0.4 0.3 ($129,563) | ($149,966)
Al-electric cod 80's | (142,624) | 12,065 39 $70,184 | ($242,256) | ($211,832) 3.5 3.0 | ($312,440) | ($282,016)
-electric coae ,
minimum 90’s | (141,190) | 11,921 38 $70,184 | ($240,375) | ($210,671) -3.4 -3.0 | ($310,559) | ($280,854)
00's | (142,618) | 12,011 38 $70,184 | ($243,185) | ($212,228) 3.5 3.0 | ($313,369) | ($282,411)
All-electric code 80's | (113,575) | 12,065 41 $234,260 | ($150,327) | ($84,836) -0.6 0.4 | ($384,587) | ($319,097)
minimum + PV + 90's | (112,141) | 11,921 41 $234,260 | ($148,445) | ($83,675) -0.6 0.4 | ($382,706) | ($317,935)
Battery 00’s | (113,571) | 12,011 41 $234,260 | ($151,265) | ($85,236) -0.6 0.4 ($385,526) | ($319,496)
80’s (41,151) | 4,610 17 $26,282 ($39,280) | ($19,603) -1.5 -0.7 ($65,562) | ($45,885)
Electric HVAC and ,
SHW 90’s (39,679) 4,466 16 $26,282 ($37,119) | ($18,388) -1.4 -0.7 ($63,401) | ($44,671)
00’s (40,768) | 4,556 17 $26,282 ($39,483) | ($19,416) -1.5 -0.7 ($65,765) | ($45,698)
80’s (24,501) | 4,610 20 $32,917 $14,086 $24,478 0.4 0.7 ($18,831) | ($8,439)
Electric HVAC and 90's
SHW + Efficiency (22,913) | 4,466 19 $31,948 $16,614 $25,819 0.5 0.8 ($15,335) | ($6,129)
00’s (26,071) | 4,556 19 $31,439 $7,776 $18,494 0.2 0.6 ($23,663) | ($12,944)
All-electric code 80's | (138,948) | 12,051 39 $70,184 | ($227,566) | ($116,366) -3.2 -1.7 ($297,750) | ($186,549)
minimum (2022 90's | (137,848) | 11,870 38 $70,184 | ($227,750) | ($118,794) -3.2 -1.7 ($297,934) | ($188,978)
TDV) 00's | (138,946) | 12,006 39 $70,184 | ($228,745) | ($116,892) | -3.3 1.7 | ($298,929) | ($187,076)
All-electric code 80's | (109,879) | 12,051 43 $234,260 | ($158,529) | ($7,988) 0.7 0.0 ($392,789) | ($242,249)
m"l'g;‘:;zr; PV 90’s | (108,780) | 11,870 42 $234,260 | ($158,950) | ($10,418) | -0.7 00 | ($393,211) | ($244,678)
(2022TDV) 00’s | (109,880) | 12,006 42 $234,260 | ($159,935) | ($8,522) -0.7 0.0 ($394,196) | ($242,783)

Page F-1.91



Figure 17. Medium Office Cost Effectiveness Results

Annual Annual Annual Upfront L]i.fst;ze::il:a 15-vear 15-year 15-year 15-vear
Medium Office Vintage Elec Gas GHG Incremental Ener $T\Il)v B/C B/C NPVy(On- 15-year
(MO) g Savings Savings savings Package Cos%y Savings Ratio Ratio ) NPV (TDV)
(kWh) (therms) (tons) Cost . & (On-bill) (TDV)
Savings

80’s 0 3,092 17 $147,638 $62,267 $50,700 0.4 0.3 (585,371) | (596,938)

Mixed Fuel Code ,
Minimum 90’s 0 162 1 $147,638 $3,033 $2,677 0.0 0.0 ($144,605) | (S144,961)
00’s 0 100 1 $147,638 $1,894 $1,686 0.0 0.0 ($145,744) | ($145,953)
80’s (87,716) | 14,697 3 $184,316 $71,483 $29,069 0.4 0.2 ($112,833) | ($155,247)

All-electric code )
minimum 90’s (57,558) 9,573 1 $184,316 $44,609 $18,378 0.2 0.1 ($139,707) | ($165,937)
00’s (63,627) | 6,120 2 $184,316 | ($40,081) | ($50,394) -0.2 0.3 ($224,396) | ($234,710)
80’s 122,607 14,697 13 $561,038 $574,511 $479,348 1.0 0.9 $13,473 ($81,690)

All-electric code ,
minimum + PV 90’s 152,765 9,573 11 $561,038 $551,596 $468,658 1.0 0.8 ($9,442) ($92,380)
00’s 146,697 6,120 11 $561,038 $462,222 | $399,885 0.8 0.7 (598,815) | ($161,153)
All-electric code 80’s (89,850) | 15,572 3 $184,316 $11,634 | $107,868 0.1 0.6 ($172,682) | ($76,448)
minimum (2022 90’s (58,665) 9,480 $184,316 ($24,155) | $56,742 -0.1 0.3 ($208,471) | ($127,573)
TDV) 00’s (64,256) | 6,195 2 $184,316 | ($118,057) | ($28,522) -0.6 -0.2 ($302,373) | ($212,838)

All-electric code 80’s 124,181 | 15,572 13 $561,038 | $581,508 | $593,215 1.0 1.1 $20,470 | $32,177

minimum + PV 90’s 155,366 9,480 10 $561,038 $556,157 $542,089 1.0 1.0 (54,881) (518,948)
(2022TDV) 00's | 149,775 | 6,195 11 $561,038 | $457,031 | $456,825 | 08 0.8 | ($104,007) | ($104,213)
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All-electric code
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Vintage

80’s
90’s
00’s
80’s
90’s
00’s
80’s
90’s
00’s
80’s
90’s
00’s
80’s
90’s
00’s

Figure 18. Warehouse Cost Effectiveness Results

Annual  Annual Upfront 15-year
Gas GHG Incremental Lifecycle 1:_?5\7 d
Savings  savings Package Energy Cost e
(therms)  (tons) Cost Savings
3,638 120 1 $67,787 $13,879 $10,054
1,127 54 0 $67,787 $4,618 $3,402
1,085 33 0 $67,787 $4,145 $2,919
(24,313) 1,283 2 $83,396 ($48,273) | ($32,214)
(15,201) 832 2 $83,396 ($28,957) | ($18,925)
(19,212) 1,042 2 $83,396 ($37,236) | ($24,153)
85,475 1,283 7 $294,192 $276,259 $202,831
94,587 832 7 $257,532 $273,461 $216,120
90,576 1,042 7 $259,823 $263,805 $210,892
(21,432) 1,283 3 $83,396 ($39,409) ($4,999)
(13,605) 832 2 $83,396 ($23,999) $3,448
(16,977) 1,042 2 $83,396 ($30,331) (5848)
90,263 1,283 7 $294,192 $293,568 $182,015
98,091 832 7 $257,532 $287,485 $190,462
94,719 1,042 7 $259,823 $279,361 $186,167

15-year
B/C

Ratio
(On-bill)

0.2
0.1
0.1
-0.6
-0.3
-0.4
0.9
11
1.0
-0.5
-0.3
-0.4
1.0
11
1.1

15-year
B/C
Ratio
(TDV)

0.1
0.1
0.0
-0.4
-0.2
-0.3
0.7
0.8
0.8
-0.1
0.0
0.0
0.6
0.7
0.7

15-year
NPV (On-
bill)
(553,908)
($63,169)
(563,642)
(5131,669)
(5112,353)
(5120,632)
(517,933)
$15,929
$3,981
(5122,805)
(5107,395)
(5113,727)
(5624)
$29,953
$19,538

15-year
NPV (TDV)

($57,733)
($64,385)
($64,868)
($115,610)
($102,321)
($107,549)
($91,361)
($41,412)
($48,931)
($88,395)
($79,948)
($84,244)
($112,177)
($67,070)
($73,657)
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Figure 19. Retail Cost Effectiveness Results

15-year

A:;; "::al Arénal;al Ag:lléal Inz:\::rr‘\ttal Lifecycle 15-year 15;/'2“ 15;/'2“ 15-year 15-year
Retail (RE) Vintage . . . Energy STDV . . NPV (On- NPV
Savings Savings savings Package Cost Savings Ratio Ratio bill) (TDV)
(kWh) (therms) (tons) Cost . & (On-bill) (TDV)
Savings
80’s 157,836 | (1,497) 13 $178,825 | $374,441 | $400,298 2.1 2.2 $195,616 | $221,473
Mixed Fuel Code ,
Minirmum 90’s 128,627 | (1,132) 12 $178,825 | $306,529 | $330,867 1.7 1.9 $127,704 | $152,043
00’s 111,283 | (1,345) 8 $178,825 | $252,433 | $275,690 1.4 1.5 $73,609 $96,865
80’s (39,706) | 3,832 14 $3,471 ($45,056) | ($30,431) -13.0 -8.8 ($48,527) | ($33,902)
All-electric code )
minimum 90’s (31,545) | 2,809 10 $3,471 ($31,568) | ($29,294) 9.1 -8.4 ($35,040) | ($32,765)
00’s (35,483) | 3,339 12 $3,471 ($40,089) | ($29,469) -11.5 -8.5 ($43,560) | ($32,940)
80’s 249,195 | 3,832 27 $520,937 | $503,018 | $588,085 1.0 1.1 ($17,919) | $67,148
All-electric code 90’s 257,355 | 2,809 23 520,938 518,580 589,221 1.0 1.1 2,358 68,284
minimum + PV ’ , $520, $518, $589, 5 5 (52,358) $68,
00’s 253,417 | 3,339 25 $520,938 | $599,511 | $589,025 1.2 1.1 $78,573 $68,087
All-electric + 80's 54,910 3,832 25 $93,821 $235,177 | $220,386 2.5 2.3 $141,356 | $126,565
Efficiency 90’s 44,824 2,809 19 $80,533 $189,969 | $172,392 2.4 2.1 $109,436 | $91,858
Measures 00’s 17,844 3,339 18 $79,043 $127,773 | $111,385 1.6 1.4 $48,730 $32,342
All-electric code 80's (35,499) | 3,348 12 $3,471 ($39,061) | ($11,127) -11.3 £, ($42,533) | ($14,599)
minimum (2022 90’s (28,570) 2,452 8 $3,471 ($26,865) | ($14,997) -7.7 -4.3 ($30,336) | ($18,468)
TDV) 00's | (31,865) | 2,910 10 $3,471 ($34,159) | ($11,871) | -9.8 3.4 | ($37,630) | ($15,342)
All-electric code 80’s 258,421 | 3,348 24 $520,938 | $503,899 | $481,009 1.0 0.9 ($17,039) | ($39,928)
minimum + PV 90’s 265,350 | 2,452 21 $520,938 | $519,248 | $477,118 1.0 0.9 ($1,689) | ($43,820)
(2022 TDV) 00's | 262,055 | 2,910 23 $520,938 | $517,196 | $480,244 1.0 0.9 ($3,741) | ($40,694)
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Figure 20. HRMF Cost Effectiveness Results

Annual
GHG
savings
(tons)

Upfront
Incremental
Package
Cost

30-year

Lifecycle
Energy Cost

Savings

30-year
STDV
Savings

30-year
B/C Ratio
(On-bill)

30-year
B/C Ratio

(TDV)

30-year NPV
(On-bill)

30-year NPV
(TDV)

Vised Fuel Code | 20 81,743 279 10 | $3,063,764 | $631,499 | $394,769 0.2 0.1 | ($2,432,266) | ($2,668,996)
V. 90's 73,187 139 7| $4352364 | $562,138 | $350,597 0.1 0.1 | ($3,790,226) | ($4,001,767)
00's 40,614 (18) 4| $5168,400 | $307,860 | $193,674 0.1 0.0 | ($4,860,540) | ($4,974,726)

, 80's | (166,209) | 16,337 71 $660,313 | ($758,233) | ($345,680) 11 -0.5 | ($1,418,546) | ($1,005,993)
A"'i?:i:E;Ode 90’s | (181,938) | 16,342 68 | ($520,022) | ($863,596) | ($407,041) 0.6 13| ($343,574) $112,980
00's | (186,902) | 19,434 85 $175,631 | ($761,891) | ($332,774) 4.3 19| ($937,522) | ($508,404)

Albeloctric coge | 895 | (2485) [ 17,159 80 |  $914,485 $278,275 | $201,298 03 02| ($636210) | ($713,187)
e | 90s | (3833) | 16342 81| ($265,849) $211,107 | $872,714 >1 >1|  $476,956 | $1,138,563
00's | (43,296) | 19,434 98 |  $429,303 $312,415 | $946,982 0.7 22| ($117,389) |  $517,179

All-electric code | 80's | (273,990) | 17,772 72 $660,313 | ($1,564,454) | ($515,714) 24 0.8 | ($2,224,766) | ($1,176,027)
minimum (2022 | 90’s | (309,011) | 17,874 64 | ($520,022) | ($1,784,472) | ($659,757) 03 0.8 | ($1,264,450) | ($139,735)
TDV) 00's | (288,709) | 25,834 109 | $175,631 | ($1,255,033) | ($283,410) 7.1 1.6 | ($1,430,664) | ($459,041)
Allelectriccode | 80's | (138,491) | 17,772 103 $914,485 | ($498,087) | $590,638 05 06 | ($1,412,572) | ($323,847)
minimum+PV | 90’s | (173,512) | 17,874 95 | ($265,849) | ($718,586) | $446,596 0.4 >1 | ($452,737) |  $712,445
(2022TDV) 00's | (143,342) | 25,834 124 | $429,803 | ($179,383) | $764,356 0.4 18| (%609,187) |  $334,552

Figure 21. Small Hotel Cost Effectiveness Results

Annual Annual Annual Upfront Lli?.;ze;:_ 15-vear 15-year  15-year
. . Elec Gas GHG  Incremental v v B/C B/C  15-year NPV 15-year NPV
Retail (RE) Vintage . . . Energy STDV . . .
Savings Savings savings Package Cost ol Ratio Ratio (On-bill) (TDV)
(kWh) (therms) (tons) Cost el (On-bill) (TDV)
80’s 917 307 2 $634,374 $8,878 $9,265 0.0 0.0 (5625,496) ($625,109)
Mixed Fuel 90’s 126 1 $634,374 | $4,837 | $5562 0.0 0.0 $629,537) | (3628813
Code Minimum 755 ’ ’ S : : ( 2 ) ( 4 )
00’s 408 213 1 $1,045,348 $5,285 $4,684 0.0 0.0 ($1,040,062) | (S1,040,664)
80’s (70,984) 9,462 42 (5119,961) (564,992) (511,075) 1.8 10.8 $54,969 $108,886
All-electric 90’s 71,350 9,512 42 $119,961 $67,100 $11,048 1.8 10.9 $52,861 $108,913
Code minimum ( ’ ) ’ ( ’ ) ( ’ ) ( ’ ) . . ’ ’
00’s (73,402) | 9,780 43 ($30,564) | ($72,689) | ($10,877) 0.4 2.8 ($42,124) $19,688
All-electric 80’s 54,175 9,462 48 $104,218 | $255,503 | $256,877 2.5 2.5 $151,285 $152,659
code minimum 90’s 53,809 9,512 48 $104,218 $253,472 | $256,903 2.4 2.5 $149,254 $152,685
+PV 00’s 51,757 9,780 49 $193,615 $245,221 $257,075 1.3 1.3 $51,606 $63,460
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1 Executive Summary

This study is intended to aid Menlo Park, Peninsula Clean Energy, and other agencies to understand the
policy and financing landscape for existing building electrification and multifamily EV charging
infrastructure retrofits. TRC has compiled research on relevant state and local building codes and
financing approaches that could support achieving carbon neutrality goals. TRC has preliminarily
identified gaps and developed recommendations for future programs.

TRC recommends that municipalities address all areas of the market by invoking as many effective policy
and financing options as resources allow. The highest ranking in this study include:

¢ Policy: The jurisdiction has the ability to serve as the lead agency in all of these policy options,
which is beneficial to enforce customized policies but may also lead to higher administrative
investment.

- Triggered Appliance Conversion (e.g., time of transfer, burnout permit, major alteration) —
Highly scalable and readily enforceable if permits are pulled regularly. An example of
successful policy implementation includes City of Davis’s Resale Program (triggered at point
of transfer). A notable gap is the limited implementation period of local policies requiring
significant energy upgrades at the time of major alterations.

- Building Performance Standards (e.g., emissions criteria achieved by a deadline) — Highly
scalable and readily enforceable. The City of Boulder’s SmartRegs Program is an example
that has achieved high compliance in existing building energy efficiency compliance.

¢ Municipal Buildings Lead with Electrification — An important policy to raise the profile of
community goals, increase government familiarity with the challenges and opportunities of
electrification, and establish notable precedents. Jurisdictions should also explore
electrification policies as part of Capital Improvement Projects.

«  Achieving Equitable Outcomes — Early and regular communications with marginalized
community members can avoid inadvertently harmful policies, and ensure electrification
works to reverse compounding historical injustices. A key policy approach includes rental
property energy performance standards.

¢ Financing: Local jurisdictions can serve in the lead role in providing the following financing
pathways:

¢ Municipal Financing (e.g., Green Bonds and Local Taxes and Fees) — Voter-approved fund
generation mechanisms can affirm a community’s willingness to invest in decarbonization
measures. Bonds can be used for public infrastructure projects, and increased revenues
from utility taxes can serve potentially provide consumer financing.

« Incentive Programs — A jurisdiction may lead the development of incentive programs, likely
with funding from a partner organization, such as San Jose and Marin County partnering
with BAAQMD.

Local jurisdictions may also serve educational and advocacy roles for the
following mechanisms:

«  Electrification as a Service — A local jurisdiction can play a key role in reducing market entry
barriers for providers such as BlocPower, or advocate for establishing local programs like

3| TRC
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NYSERDA's that creates a market for contractors and installers by paying them for projects
that deliver metered bill savings.

- Tax Credits, Deductions, and Rebates — Federal tax incentives can be attained for eligible
electrofits and stacked with incentive programs, though they are fairly low amounts.

- Ratepayer-Funded Tariffed On-Bill Investment — Tariffed on-bill programs serve a wide
market, including the harder to reach markets such as renters with modest credit history.

¢ Loan Programs — A suite of loans are available for credit-worthy residential and
nonresidential building owners through the state financing authority. These programs may
fill in gaps where building owners may have insufficient access to incentive programs or tax
deductions. Loans are expected to be one of the last options to financing a project, as they
carry more risk for the applicant than many of the preceding options listed.

TRC noted the following financing mechanism gaps

¢ High investment costs and limited incentives for heat pump space heating as a replacement for
a methane gas furnace in a building that doesn’t already have air-conditioning.

¢ Limited precedence for existing building EV financing. A jurisdiction may supplement PCE’s EV
incentive program with additional incentives, or additional loan programs targeted toward EV
investment in a similar manner that Boulder partnered with a local credit union.

¢ Nonresidential buildings are eligible for fewer incentive programs than residential. This may be
due to the higher financing needs and access of the nonresidential market.

Alongside exploring these policy and financing options, TRC recommends local jurisdictions:

¢ Thoroughly assess the people and buildings that must be reached to achieve the carbon
neutrality goals (e.g., square footage of buildings by type, number of multifamily buildings with
parking, major property owners in the City, energy burden for low-income residents, etc ...).

¢ Understand the scale of the challenge to estimate the corresponding scale of the solutions
necessary (e.g., dollars of investment, outreach strategies, retrofit rates, consumer protections,
etc...).

¢ Support a range of market transformation strategies (e.g., workforce development, permit
streamlining, etc...).

4| TRC
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2 Codes and Policies

This chapter provides examples of policies, implementation tools, and strategies that were deployed to
support existing building electrification and existing multifamily EV readiness topic areas. Each policy
example contains descriptions of mechanisms, applicability to topic areas, instances of policy
implementation, and results if available. An example is presented in the following format:

{Name of Policy Mechanism}
{Role of Municipality} | {Policy Action}

TRC has listed policy examples in perceived order of maturity and prevalence.

2.1 Existing Building Electrification

All of the established precedents identified in this literature review are intended to be directly
applicable to building electrification policies; however, only a limited set of planned policy approaches
currently consider building electrification specifically. All policy approaches are provided for full context
and consideration.

2.1.1 Municipal Buildings Lead with Electrification
Local Government Authority | Municipal Resolution

To raise the profile and encourage acceptance of new policies, government agencies often start with
mandating and implementing new policies on their own assets and business practices.

¢ California established a requirement for 100 percent of new state buildings, major renovations,
and build-to-suit leases beginning design after October 2017 to be verified zero net energy
(ZNE), and 50 percent of existing square footage to include measures achieving ZNE by 2025.!
The Department of General Services definition of ZNE allows offsetting natural gas with
renewable electricity production on a kBtu basis.

¢ San Mateo County’s climate action plan establishes a goal for carbon neutrality by 2035 across
government operations, including the electrification of 100 percent of existing County-owned
building stock.2 The other areas covered in the plan include water, transportation, solid waste,
materials management, and carbon sequestration.

Local government could set an example, learn from experience, and chart a pathway for existing
building electrification by mandating electrification on its own existing building portfolio.

! https://www.dgs.ca.gov/OS/Resources/Page-Content/Office-of-Sustainability-Resources-List-Folder/Zero-Net-
Energy

2 https://www.smcsustainability.org/wp-content/uploads/Attachment-A-Government-Operations-Climate-Action-
Plan-Pathway-to-Carbon-Neutrality.pdf

5 | TRC
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2.1.2 Triggered Appliance Conversion
Local Government Authority | Local Ordinance or Resolution

Local governments have some leverage in requiring electric equipment or preparation for electric
equipment through amendments to the building code, ordinance(s), or time of sale requirements.
Electrification could be prompted for certain types of building permits, such as installation of space- and
water-heating equipment, additions, or alterations.3 Policy levers can range from providing pre-wiring
for future electrical equipment, to replacement of fossil fuel equipment when an event is triggered (e.g.
building permit or sale of property).

City of Berkeley’s Equitable Electrification Strategy includes many of the trigger mechanisms and
strategies described in this study, including time of sale and replacement and renovation.* The proposed
timeline goal for Berkeley is to decarbonize by 2045. Prior to implementing a electrification
requirement, it will be imperative for local governments to consider related market preparedness and
developments that encourage electric replacement prior to the fossil fuel equipment’s end of life. The
market must have a robust supply chain, a well-stocked equipment distribution network, and promote a
well-trained contractor workforce for installations.

Triggered at Point of Building Sale or Transfer

A jurisdiction may encourage or require electrification upgrades at time of real estate sales. Existing
examples require some energy assessment and/or label and disclosure policies, with no explicit link to
electrification. Notable instances include:

Within California

¢ Since 2015, City of Berkeley Building Emissions Savings Ordinance (BESO) has required an
energy efficiency assessment for all single family, commercial, and multifamily buildings at time
of listing, and/or annual benchmarking, using either the Department of Energy Home Energy
Score or ENERGY STAR Portfolio Manager.>® Exemptions are allowed for new construction,
extensive renovations, or financial hardship (such as participation in income-qualified or tax-
postponement programs). A 2020 evaluation of the program states that while the program
helped the City attain energy consumption information that is useful for shaping policy, it has
also been challenging for the city to track conversion rates from assessment to energy upgrade,
due to privacy protections of utility program data and a lack of granular building permit data.’

¢ City of Davis’ Resale Program, implemented in 1976, requires a building inspection to certify
that the building meets local ordinance requirements as part of a residential property
transaction. The inspected items include various health and safety measures including air

3 http://www.buildingdecarb.org/uploads/3/0/7/3/30734489/building_decarbonization__legal opportunities.pdf

4 https://www.cityofberkeley.info/uploadedFiles/Planning and Development/Level 3 -
Energy and Sustainable Development/Draft Berkeley Existing Bldg Electrification Strategy 202104

15.pdf

5 https://www.cityofberkeley.info/beso/
® https://www.cityofberkeley.info/benchmarking_buildings/

7 https://www.cityofberkeley.info/uploadedFiles/Planning_and Development/Level 3_-
_Energy_and Sustainable Development/BESO%20Evaluation%20Final%20Report.pdf
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https://www.cityofberkeley.info/beso/
https://www.cityofberkeley.info/benchmarking_buildings/
https://www.cityofberkeley.info/uploadedFiles/Planning_and_Development/Level_3_-_Energy_and_Sustainable_Development/BESO%20Evaluation%20Final%20Report.pdf
https://www.cityofberkeley.info/uploadedFiles/Planning_and_Development/Level_3_-_Energy_and_Sustainable_Development/BESO%20Evaluation%20Final%20Report.pdf
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conditioner disconnect, furnace combustion air, laundry outlet voltage, energy standards
compliance with retrofit, and pipe insulation.® As of 2018, the cost for the inspection was $426.
The City inspects approximately three to four percent of its housing stock annually, and since
2014, only five percent of resale inspections have found unpermitted heating, ventilation, and
air conditioning (HVAC) installations.®

¢ City of Piedmont requires that at point of listing for sale of a property, a report from a Home
Energy Audit or Home Energy Score (homeowner’s choice) must be provided to potential buyers
and submitted to the City—unless the residential building was constructed in the past 10
years.® This requirement was implemented in early 2021, and there is limited compliance and
implementation data at this time.
¢ Since 1982, the City of San Francisco has required energy and water conservation measures for
all residential dwellings that undergo a property transfer or major improvements (e.g., $20,000
of estimated improvements for a single-family home).!! Measures include a minimum of R-11
attic insulation, water heater insulation, weatherization, and duct insulation, and must be
inspected for compliance. Costs are capped at $1,300 per single-family dwelling, and for
multifamily buildings:
o 1% of the assessed value of the building if improvements are performed prior to
property transfer
o 1% of the purchase price as stated in the real estate sales contract

Outside of California

¢ City of Minneapolis’ Truth in Sale of Housing (TISH) requires home inspections prior to sale.
Inspected items include water heater and space heater venting and improper gas lines.'> Home
energy data is also collected in an energy disclosure, but no energy improvements are required.
All of the data is published and available to the public.

¢ City of Chicago requires the seller of a residential property to provide a heating cost disclosure
form to the prospective purchaser during the sale of a property, based on historical information.
Landlords are required to provide the same report to prospective renters.'? No retrofits are
required.

¢ City of Austin’s Energy Conservation Audit and Disclosure (ECAD) Ordinance requires energy
audits and disclosures for all buildings to promote energy efficiency. Audits are required at time
of sale for residential buildings (costing $200-$300), annually for commercial buildings larger
than 10,000 ft2, and every ten years for multifamily buildings.'* The ECAD Ordinance requires
multifamily buildings that are high-energy users (exceeds 150 percent of average energy use for

8 https://www.cityofdavis.org/city-hall/community-development-and-sustainability/building/resale-program
? https://www.bayrencodes.org/wp-content/uploads/2020/12/EE-and-Electrification-White-

Paper FINAL 12.28.2020.pdf

19 https://piedmont.ca.gov/common/pages/DisplayFile.aspx?itemId=17376920

1 https://sfenvironment.org/residential-energy-conservation-ordinance

12 https://www.minneapolismn.gov/resident-services/property-housing/buying-selling/tish/

13 https://www.chicago.gov/content/dam/city/depts/dol/rulesandregs/HeatingCostDisclosureRules.pdf

14 https://austinenergy.com/ae/energy-efficiency/ecad-ordinance/energy-conservation-audit-and-disclosure-
ordinance
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multifamily properties) to make energy efficiency improvements to reduce energy use by at
least 20 percent.

Each of these ordinances carry penalties ranging from a few hundred to a few thousand dollars for non-
compliance.

Triggered by Major Alteration

California’s Title 24, Part 6 Building Energy Efficiency Standards contain various efficiency upgrade
requirements that additions and alterations must comply with if the trigger conditions are met. For
example, the standards dictate that space-conditioning system replacements (the trigger event) are
limited to methane gas, liquefied petroleum gas, or the existing fuel type, except in the case of going
from gas or liquefied petroleum gas to heat pumps (the requirement).

Local governments may use the same triggering events, such as the replacement of a mechanical and/or
domestic water heating system, and further require electrification measures. In this case, a local code
amendment could further require that replacement equipment be heat pump systems, as opposed to
the like-for-like replacement currently allowed in Title 24, Part 6.

Encouraging or requiring electrification conversions make most economic sense when coupled with
major renovations, because it can be more cost effective and less disruptive to the building owner. Solar
photovoltaic (PV) installations have an added benefit of improved operational cost effectiveness.

Notable instances include:

Within California

4 City of Piedmont recently passed an existing building ordinance requiring:*®

o Projects proposing an entire new upper level on a low-rise residential building or
increasing a low-rise residential building’s total roof area by 30 percent or more, install
solar panels on the roof.

o Arenovation project on a low-rise residential building that costs $25,000 or more will
require the applicant to choose one item from a list of energy efficiency or heating
system electrification improvements to include in the renovation.® A renovation project
on a low-rise residential building that costs $100,000 or more will require the applicant
to choose two items.

o An application for an electrical panel upgrade must include capacity in the panel to
accommodate future electrification of all appliances in the residence. The building
official has the authority to approve of a panel physical size that can accommodate an
amperage larger than the service connection, ostensibly with a main breaker that sized
no larger than the building service.

o An application for a kitchen or laundry area renovation must include electrical outlets
for future appliance installation.

¢ City of Portola Valley requires that nearly all residential additions or remodels, including
accessory dwelling units, achieve a certain number of GreenPoint Rating Points, depending on

15 https://piedmont.ca.gov/cms/one.aspx?portalld=13659823 &pageld=17415806
16 https://piedmont.ca.gov/common/pages/DisplayFile.aspx?itemld=17426428
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the exact scope. The project documents must include the proposed measures to achieve the
required number of points, and prior to building permit issuance, documentation must be
provided by a certified GreenPoint Rater.!’

¢ City of Chula Vista Existing Home Energy Sustainability Ordinance (EHSO) requires two-to-four
efficiency measures to be installed for existing homes performing major alterations that were
built in Chula Vista before 2006, such as adding square footage, moving interior walls, or moving
windows and doors.*®

¢ City of Berkeley is planning for a time of replacement and renovation plan that requires
equipment changeout at the end of life or during a renovation. Their current timeline would
require electric HVAC and hot water as early as 2025 if accessible financing and funding is
available.”

¢ City of Emeryville is considering adopting model code language developed by East Bay
Community Energy that requires replacement HVAC equipment be heat pumps in low-rise and
high-rise residential, office, and retail buildings, and that panel upgrades be electric-ready to the
extent that the service connection capacity allows.?

Outside of California

¢ City of Seattle adopted an energy code that requires heat pump installation in commercial
alterations (and new construction) effective on building permits applied after January 1, 2022.
There are exemptions that would allow methane gas in limited instances, but exemptions are
specific to occupancy types (e.g., less than five percent of the conditioned floor area) and
technologies (e.g., existing district energy or emergency generators).?

¢ City of Boulder’s Green Building and Green Points Program required that renovations that add
over 500 square feet to pre-existing housing also have to meet an energy efficiency requirement
that may trigger mandatory upgrades.??

2.1.3 Building Performance Standards
Local Government Authority | Local Ordinance

Setting performance standards and enforcing compliance via a timeline can allow for long-term planning
by building owners.

17 https://www.portolavalley.net/building-planning/green-building-and-your-project

18 https://www.chulavistaca.gov/departments/clean/retrofit

19 https://www.cityofberkeley.info/uploadedFiles/Planning_and Development/Level 3 -
_Commissions/Commission_for Energy/2021-01-

27_EC_Item%?209_Late%20Communication_Item%204 Proposed%20Existing%20Building%20Electfication%20S
trategies.pdf

20 https://ebee.org/reach-codes/

21 http://seattle.legistar.com/View.ashx?M=F&ID=9085266&GUID=545EA5F5-8C47-4A56-80FF-7846BA07EFCF
22 https://www.aceee.org/toolkit/2020/02/residential-energy-use-disclosure-guide-policymakers
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Disclosure Programs

Energy use disclosures can educate building owners and provide customized, discrete next steps toward
compliance with specific thresholds.?® In some cases, cities require that upgrades be performed within
certain time windows or face a penalty.

Within California

¢ City of Brisbane requires most owners of buildings
larger than 10,000 ft? to report energy Relevant Resources
benchmarking results using ENERGY STAR Portfolio
Manager to the city annually on May 15th startingin 1. While existing building electrification
2021. Starting in the 2023 reporting cycle, buildings will ultimately require mandatory

will be required to demonstrate building efficiency approaches, disclosures may provide an
performance metrics or conduct an audit to identify important foundational dataset and
and implement savings opportunities.* administrative framework. The American

¢ Some cities may leverage existing structure from Council for an Energy Efficient Economy

rental policies and business license programs to

has published a Guide for Policymakers to

enforce disclosure programs and require additional establish energy disclosure programs, as
upgrades.? The City of El Cerrito is a California has the Federal Office of Energy Efficiency
example of a residential rental inspection program, and Renewable Energy.

operating since 1997. El Cerrito requires all
residential rental units to be registered, obtain a
business license, pay an annual license tax, and be ) T ]
inspected every two years. The inspection costs impacts to support jurisdictions exploring
approximately $129 per multifamily unit. The the idea of a Rental Housing Inspection
inspector checks for a variety of measures including Programs with energy efficiency
appliance installation and operation as well as requirements.

electrical wiring.2®"?” The cities of Richmond, San

Pablo, and San Rafael also include rental inspection

programs, though triggers can vary by regular time periods, time of sale, and/or complaints.
These programs achieve an average of 80 percent compliance rates.

2. StopWaste developed key
considerations and estimates of carbon

¢ City of Berkeley may expand their BESO program to include greenhouse gas emissions per
square foot estimates and require building owners to limit emissions according to gradually
decreasing threshold through 2045.28 This may be administratively challenging—even under the

2 https://www.aceee.org/toolkit/2020/02/residential-energy-use-disclosure-guide-policymakers
Zhttps://www.brisbaneca.org/bbep#:~:text=The%20first%20step%20was%20development,May%2015th%20startin
£%20in%202021.

25 https://rmi.org/rental-efficiency-standards-a-win-for-equity-and-climate/

26 http://www.el-cerrito.org/563/Residential-Rental-Inspection-Program

27 https://library.municode.com/ca/el_cerrito/ordinances/code_of ordinances?nodeld=958375

28 https://www.cityofberkeley.info/uploadedFiles/Planning_and Development/Level 3 -

_Commissions/Commission_for Energy/2021-01-
27_EC Item%209_Late%20Communication_Item%204 Proposed%20Existing%20Building%20Electfication%20S

trategies.pdf
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current BESO program design, a recent evaluation found that the “BESO administrative process
[and ensuring compliance] is staff-intensive and time consuming.”?

Outside of California

¢ City of Boulder adopted the SmartRegs program in 2010, which required that rental properties
meet energy efficiency requirements by 2018 or before a rental license application approval. In
2017, 100 percent of the rentals were inspected, and 86 percent were compliant.3 Similarly,
Boulder also requires that commercial and industrial building owners complete one-time
lighting upgrades and implement cost-effective retro-commissioning measures by set dates,
depending on the size of the building.3! Failure to perform upgrades can result in fines of
$0.0025 per square foot up to $1,000 per day of non-compliance. To support property owners,
the City provides a set of resources including a cost estimation tool and a list of service
providers.

¢ Since 2013, the City of Chicago has required multifamily and commercial buildings of at least
50,000 ft? to report whole-building energy use annually according to a custom energy rating
system that went into effect in 2019. The rating is required to be posted in a prominent location
on the property, and either the energy rating or ENERGY STAR® score must be listed in any
advertisements for sale or lease at the time of listing.3?

¢ In May 2021, the City of Burlington adopted an ordinance requiring rental units that consume
over 90 kBtu/ft? for space heating purposes to implement energy efficiency measures up to a
cost cap of $2,500/unit to complete the initial work, not including incentives. After the initial
work is completed, property owners are given a three-year extension to finish the required
efficiency improvements with no cost cap.*?

¢ Gainesville, Florida has a rental unit permit and inspection program that requires rental units
apply for permits annually, and demonstrate that they meet a set of energy efficiency
requirements.3

¢ City of Boston has proposed updates to the Building Emissions Reduction and Disclosure
Ordinance (BERDO) intended to meet carbon neutrality by 2050 (Figure 1).% Every building over
20,000 ft2 will need to achieve zero emissions per square foot by the year 2050. The policy has
flexible compliance options, such as alternate timing or carbon payments, as well as the
purchase of off-site renewable energy combined with on-site electrification. The policy does not
currently account for time-of-use of electricity but may in the near future.

2 https://www.cityofberkeley.info/uploadedFiles/Planning and Development/Level 3 -
Energy and Sustainable Development/BESO%20Evaluation%20Final%20Report.pdf
30 http://rmi.org/wp-content/uploads/2018/05/Better-Rentals-Better-City Final3.pdf
31 https://bouldercolorado.gov/sustainability/boulder-building-performance-efficiency-requirements

33

https://go.boarddocs.com/vt/burlingtonvt/Board.nsf/files/C2RKKP51C01A/$file/BCO%20Chapter%2018.%20Hous
ing%?20Change%?20re%20Energy%20Efficiency%20and%20W eatherization%20in%20Rental%20Housing_Revised
%20-%20%20City%20Council%205.10.2021.pdf

34 https://gainesville.legistar.com/View.ashx?M=F&ID=8805396 & GUID=444F88CC-EDFB-4498-A A98-
04C0110A3AD0

33 https://www.imt.org/boston-introduces-building-performance-standard/

11 | TRC
Page F-1.107


https://www.cityofberkeley.info/uploadedFiles/Planning_and_Development/Level_3_-_Energy_and_Sustainable_Development/BESO%20Evaluation%20Final%20Report.pdf
https://www.cityofberkeley.info/uploadedFiles/Planning_and_Development/Level_3_-_Energy_and_Sustainable_Development/BESO%20Evaluation%20Final%20Report.pdf
http://rmi.org/wp-content/uploads/2018/05/Better-Rentals-Better-City_Final3.pdf
https://bouldercolorado.gov/sustainability/boulder-building-performance-efficiency-requirements
https://go.boarddocs.com/vt/burlingtonvt/Board.nsf/files/C2RKKP51C01A/$file/BCO%20Chapter%2018.%20Housing%20Change%20re%20Energy%20Efficiency%20and%20Weatherization%20in%20Rental%20Housing_Revised%20-%20%20City%20Council%205.10.2021.pdf
https://go.boarddocs.com/vt/burlingtonvt/Board.nsf/files/C2RKKP51C01A/$file/BCO%20Chapter%2018.%20Housing%20Change%20re%20Energy%20Efficiency%20and%20Weatherization%20in%20Rental%20Housing_Revised%20-%20%20City%20Council%205.10.2021.pdf
https://go.boarddocs.com/vt/burlingtonvt/Board.nsf/files/C2RKKP51C01A/$file/BCO%20Chapter%2018.%20Housing%20Change%20re%20Energy%20Efficiency%20and%20Weatherization%20in%20Rental%20Housing_Revised%20-%20%20City%20Council%205.10.2021.pdf
https://gainesville.legistar.com/View.ashx?M=F&ID=8805396&GUID=444F88CC-EDFB-4498-AA98-04C0110A3AD0
https://gainesville.legistar.com/View.ashx?M=F&ID=8805396&GUID=444F88CC-EDFB-4498-AA98-04C0110A3AD0
https://www.imt.org/boston-introduces-building-performance-standard/

Existing Building Policy Literature Review | Menlo Park and Peninsula Clean Energy

Figure 1. Boston’s Emissions Performance Standards Extending to 2050.

Building use Emissions standard (kgCOe/SF/yr,)
2025 - 2029 | 2030-2034 | 2035-2039 | 2040-2044 | 2045-2049 | 2050-

Assembly 7.8 46 i3 2.1 1.1 0
“ollege! University 10.2 53 38 25 12 0
Education 39 24 1.5 12 0.6 0
Food Sales & Servic 174 10.9 8.0 54 2.7 0
Healthcare 154 10.0 7.4 49 24 (
Lodging 58 37 2.7 1.8 09 (
Manufacturing/ 239 15.3 109 6.7 32 0
Lndustrial

Multifamily housing 4.1 24 1.8 1.1 0.6 q
Office 53 32 24 1.6 0.8 0
Retail 7.1 34 24 1.5 0.7 (
Services 7.5 4.5 13 22 1.1 (
Storage 54 28 1.8 1.0 04 (
Technology/Scicnce 19.2 11.1 7.8 5.1 25 0

¢ The State of Colorado recently signed into law HB21-1286, which requires buildings to track
progress toward meeting a 90 percent reduction in emissions by 2050 from 2005 levels. The
implementation of the law will be developed through a stakeholder process starting in late
2021.%¢

Appliance NOx Emission Limit

Another approach to effectively disallow gas appliances upon burnout or by a deadline is to set the
equipment outdoor emission limits low enough based on health and safety reasons. Many dwellings use
gas wall furnaces for heating, which can contribute to poor indoor air quality because of over spillage of
furnace combustion products.3” Few or no gas equipment would meet the low combustion emission
thresholds, and this helps pave the path for electrification.

The State’s health and safety code permits local governments to exceed the State’s indoor air quality
(IAQ) standards. However, potential limitations to the approach include Clean Air Act (CAA) preemption
and complications from interactions with building ventilation requirements.3®

There are no known instances of this policy implementation, but TRC did find examples of air-quality
related policies:

¢ Portola Valley’s fireplace policy prohibits wood burning fireplaces unless they are an EPA-
qualified or EPA-certified fireplace for air quality reasons. The policy is also enforced at the time-
of-sale, requiring Certificate of Compliance for the wood burning heater, or removal of the
appliance.®

36 https://www.imt.org/colorados-new-building-performance-standards/

3T https://www.osti.gov/servlets/purl/1375004

38 http://www.buildingdecarb.org/uploads/3/0/7/3/30734489/matrix_of decarbonization_options.pdf
39 https://www.ci.portola.ca.us/uploads/4/3/3/5/43350423/ord_354-
_wood_stove ordinance_amendment 2019 and open_burn_ban.pdf
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¢ The Express Terms proposed 2022 Standards by the California Energy Commission (draft policy,
not final) includes a provision in Table 150.0-G requiring a greater airflow rate over natural gas
ranges than electric ranges, reflecting the increased NO2 emissions resulting from natural gas
combustion.*®

A more feasible, though indirect, approach for a local jurisdiction may be to support the regional Air
Quality Management District via advocacy to establish this requirement, rather than local ordinance
adoption. The Bay Area Air Quality Management District is considering such a program, though the
timeline is uncertain.*!

2.1.4 Elimination of Fossil Fuel Infrastructure
Support Utility | Resolution, Advocacy, and Support

Local governments may adopt a no reconnection methane gas policy to eliminate gas utility obligation to
serve gas, and over time, develop strategies for gas infrastructure pruning, while prioritizing low-income
neighborhoods. The main barrier and area needing clarity remains how this interferes with the utility’s
obligation to serve gas and coordination with utilities. Identifying suitable locations that meet technical,
financial, equity, and community considerations to implement gradual reduction and elimination of gas
infrastructure requires high and sustained commitment and resources from municipalities.

Initial market penetration may be targeted in sites and neighborhoods where high-cost propane is used
for heating to capture improved economics while the local market develops.*

¢ City of Berkeley is in the process of drafting a plan containing phased actions. Pilot programs are
projected to begin prior to 2025, and the strategy may begin wider implementation in 2030,
pending appropriate funding and financing strategies.*?

2.1.5 Achieving Equitable Outcomes
Local Government Authority | Resolution, Advocacy, and Support

Electrification policy must make financial sense for all populations, including lower-to-moderate income
(LM1) residents. Ensuring that benefits of electrification, such as health, safety, and affordability, are
targeted toward marginalized communities reverses compounding historical injustices, many of which
have been created and perpetuated by government action.

¢ The Zero Cities Project, led by the Urban Sustainability Director’s Network, supported the
development of workplans for several cities that center equity and community decision-making
in the development of local building decarbonization policy.* Takeaways from projects
implemented at Portland, San Francisco, Washington, DC, Boston, and several others include:

40 https:/efiling.energy.ca.gov/GetDocument.aspx?tn=236876&DocumentContentld=70030

41 See slides 23-34: https://www.baagmd.gov/~/media/files/board-of-
directors/2021/sscic_presentations 04192021 v2-pdf.pdf?la=en
42 https://www.colorado.edu/rasei/sites/default/files/attached-
files/accelerating_the us_clean_energy_transformation final.2.pdf
4 https://www.cityofberkeley.info/uploadedFiles/Planning_and Development/Level 3 -
Energy and Sustainable Development/Draft Berkeley Existing Bldg Electrification Strategy 20210415.pdf
4 https://www.usdn.org/uploads/cms/documents/rm_zero_cities_project_report_portland.pdf
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«  Without equitable policy development, local building regulations run the risk of doing more
harm than good. For example, landlords may evict tenants when making building upgrades,
a harmful practice known as “renovictions.”

«  Partnering directly with Community Based Organizations (CBOs) can expand city efforts and
deepen engagements in the creation of building decarbonization policies. CBOs and
community members may initially be skeptical of governmental interventions, but early and
regular engagement can lead to honest discussions around climate policy, establish a strong
commitment, demonstrate accountability, repair trust, and lead to better overall policy.

< Rental property energy performance standards, coupled with rental housing policies, could
reduce the energy cost burden on tenants, eliminate the split incentive, and support cities in
meeting climate goals (See Section 2.1.3 for related policies).

¢ CBOs and community members should be compensated for attending workshops or
meetings to cover childcare, food, travel, or other expenses.

¢ City of Berkeley Existing Buildings Electrification Strategy defines the multiple forms of equity,
establishes the intention to design policy around the goal of Targeted Universalism, and will
leverage the Greenling Institute’s Equitable Building Electrification Framework.*>4
¢ The Executive Branch of the U.S. Government has
established an Environmental Justice Interagency Council,
as part of a broad executive order on climate action, that
will ensure that achieving environmental justice is including Relevant Resource
in their mission when developing programs, policies, and The U.S. Department of Energy’s Low-
activities designed to combat climate change.*’ Income Energy Affordability Data
(LEAD) Tool extracts data from the
U.S. Census Bureau's 2018 American
Community Survey 2018 to help
communities create better energy
strategies and programs by improving
their understanding of low-income
housing and energy characteristics.

Using the LEAD tool (see sidebar), the American Community Survey
indicates that there are approximately 1,500 housing units in
Menlo Park that are below the 30 percent Area Median Income
(AMI). The occupants of these housing units are mostly renters and
pay seven to eleven percent of their income on energy (also known
as ‘Energy Burden’). As one example, an equitable policy would
strive to ensure that the energy burden of LMI communities
matches that of more affluent populations (see section 3.1.4)

45 https://www.cityofberkeley.info/uploadedFiles/Planning and Development/Level 3 -
Energy and Sustainable Development/Draft Berkeley Existing Bldg Electrification Strategy 20210415.pdf

46 https://greenlining.org/publications/reports/2019/equitable-building-electrification-a-framework-for-powering-
resilient-communities/

47 https://www.whitehouse.gov/briefing-room/presidential-actions/2021/01/27/executive-order-on-tackling-the-
climate-crisis-at-home-and-abroad/
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https://www.energy.gov/eere/slsc/maps/lead-tool
https://www.energy.gov/eere/slsc/maps/lead-tool
https://www.energy.gov/eere/slsc/maps/lead-tool
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Figure 2. Average Energy Burden (percent of income) for Menlo Park
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2.2 Existing Multifamily EV Charging
2.2.1 Establish Alteration Threshold

Local Government Authority | Local Reach Code

Examples of existing policy governing clear definitions and
threshold for EV infrastructure requirements in multifamily
building alterations are limited.

¢ City and County of San Francisco requires that 100
percent of the total number of parking spaces on a
building site be EV charging spaces (EV spaces)
capable of supporting future electric vehicle supply
equipment (EVSE) for major multifamily alterations. In
major alterations where existing electrical service will
not be upgraded, this requirement applies to the
maximum extent that does not require an upgrade to
existing electrical service.*® Major alterations appear
to be defined as 25,000 ft? of floor area or more
where interior finishes are removed and significant
upgrades to structural and mechanical, electrical,
and/or plumbing systems are proposed.

¢ City of Carlsbad requires multifamily projects install
EV infrastructure when performing major alterations
(i.e., interior finishes are removed, upgrades to
structural and mechanical, electrical and/or plumbing
systems, and a grading permit to rehabilitate or install
2,500 square feet or more of landscaping; or repave,
replace or add 2,500 square feet or more of vehicle
parking and drive area). These buildings must have 5
percent of parking by EV capable and 5 percent
EVCS.*

¢ California’s green building standards, Title 24 Part 11,
requires 10 percent EV capable spaces for additions
and alterations of existing residential buildings as new
construction. The requirements apply where the
addition or alteration increases the building’s
conditioned area, volume, or size, and only to and/or
within the specific area of the addition or alteration.*

Relevant Resources

1. The Alternative Fuels Data Center
maintained by the Department of
Energy, contains a variety of laws and
incentives related to clean

transportation. TRC explored the
database but it’s possible more
relevant findings existing than those
presented.

2. The Charge4All tool, developed by
Arup, will help prioritize EV charging
suitability based on density, ground
conditions, electrical infrastructure,
road types, and equity factors to
support development at multi-family
dwelling sites. The tool is currently in
beta testing, and timeline and cost for
commercial service have yet to be
determined.

3. East Bay Community Energy
commissioned a report indicating that
direct install Level 1 charging
programs can enable large scale
deployment at multifamily unit
dwellings due to low costs and strong
market acceptance from both
property tenants and owners.

48 https://codelibrary.amlegal.com/codes/san_francisco/latest/sf building/0-0-0-87834

4 https://www.carlsbadca.gov/services/depts/pw/environment/cap/evres.asp

30 https://codes.iccsafe.org/content/CAGBSC2019
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4 City of Menlo Park requires that nonresidential additions or alterations affecting over 10,000 ft?
of building area provide a Level 2 raceway for 5 to 10 percent of the associated total parking
spaces, and Electric Vehicle Supply Equipment for one plus 1 percent of total required parking
spaces. There are currently only voluntary requirements for residential buildings.>?

¢ The City of Los Angeles Department of Public Works initiated a pilot program to provide Level 2
EV charging stations on streetlights in the right-of-way, and has installed 431 stations over the
last few years.>? While this program is not directly related to multifamily alterations, it may
support broader access to EV charging for tenants that do no reside in multifamily buildings
triggered by other city policies to install EV charging stations.

3! https://www.menlopark.org/1480/Electric-vehicle-EV-chargers
52 https://bsl.lacity.org/smartcity-ev-charging.html
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3 Incentives and Funding Mechanisms

This chapter starts by presenting existing incentives and resources for existing building electrification
and for existing multifamily EV charging. The chapter then identifies various funding and dispersion
mechanisms that municipal governments can either lead or play a critical role in catalyzing to leverage
stable financial resources to support electrification initiatives.

The City of Berkeley estimated that they require $700M to $1.4B in investment to electrify 90 percent
of all Berkeley buildings by 2045, including envelope efficiency and solar PV measures to ensure
equitable outcomes.>® To put these numbers into context, here are some characteristics for Berkeley:

¢ Population of 122,000

¢ 20.7M square feet of nonresidential space and 65.1M square feet of residential space

¢ 35,432 total buildings, 92 percent of which are residential

¢ Residential comprises 48 percent of greenhouse gas emissions from buildings, while
nonresidential comprises 52 percent

For further context, E3 estimates that approximately S10B per year is necessary, every year from now
through 2050, to electrify all of the 8.7M single-family buildings and 3.3M low-rise multifamily units in
the state of California.> The scale and speed of the building-industry investments that are necessary to
avoid the worst impacts of climate change are unprecedented.

3.1 Consumer Financing

3.1.1 Incentive Programs
Co-Lead with Other Agencies | Municipal Resources
Building Electrofit

The following entities provide program incentives or for heat pump water heaters (HPWH), heat pump
space heating, induction cooking, and/or heat pump clothes drying often including income-qualified
options. This is not an exhaustive list but includes some of the most relevant programs for San Mateo
County and the neighboring region:

Community Choice Aggregators: Peninsula Clean Energy, Silicon Valley Clean Energy, Clean Power SF,
East Bay Community Energy, Marin Clean Energy, San Jose Clean Energy, and Sonoma Clean Power.
Peninsula Clean Energy provides up to $1,500 to replace a methane gas water heater, with bonus

53

https://www.cityofberkeley.info/uploadedFiles/Planning_and Development/Level 3_-

_Commissions/Commission_for Energy/2021-01-
27_EC Item%209_Late%20Communication_Item%204 Proposed%20Existing%20Building%20Electfication%20S

trategies.pdf

>4 https://www.cpuc.ca.gov/WorkArea/DownloadAsset.aspx?id=6442467615 . Does not include high-rise
multifamily or nonresidential.
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incentives of $1,000 for California Alternate Rates for Energy (CARE) and Family Electric Rate Assistance
(FERA) customers, and up to $1,500 for panel upgrades.>®

Regional Agencies: Bay Area Regional Energy Network (BayREN), StopWaste, California Department of
Community Services and Development (CSD), Bay Area Air Quality Management District (BAAQMD), and
South Coast Air Quality Management District (SCAQMD).

¢ BayREN currently administers the Home+ program, which provides $1,000 rebates each for
HPWHSs and heat pump space heaters, and $300 each for induction cooktops and clothes dryers
in single family residences. Their Bay Area Multifamily Building Enhancements program provides
significant incentives via the Clean Heating Pathway (e.g., $1,000 for each in-unit heat pump, or
$15,000 for a central heat pump water heater serving at least 19 units).>®

¢ The CSD’s Low-Income Weatherization Program, funded by the State’s cap-and-trade proceeds,
focuses on low-income multifamily buildings located in disadvantaged communities as defined
by the CalEPA, and it funds electrification upgrades within its portfolio.>’

Local Governments:

¢ County of Marin administers the Electrify Marin program with funding from BAAQMD, providing
rebates for water heaters, space heaters, and cooktops replacing of gas equipment for existing
single-family properties. *® Appliance specific rebates range from $250 for an induction cooktop
to $1000 for a heat pump water heater, and a $500 rebate is available for updates to the main
electric service panel. Income-qualified owners qualify for 2x-4x higher rebates.

¢ City of San Jose had an Electrify San Jose program with funding from the BAAQMD, which
provided rebates for switching from methane gas water heater to an electric heat pump water
heater. The maximum rebate per single- and multifamily dwelling was $4,500 with an electric
service panel upgrade, or $2,000 without.>® CARE and FERA customers qualified for additional
rebate amounts.

¢ City of Santa Monica administers the Electrify Santa Monica pilot program which provides up to
$1,000 in rebates for replacement of gas equipment in existing residential properties, ($1,800
for income-qualified applicants), and service panel upgrades.®® Appliance specific rebate
amounts range from $100 for a HPWH to $300 for induction cooking.

¢ Redwood City has started a rebate program for homeowners offering $500 for heat pumps,
$500 for electrical panel upgrades if necessary, $500 for income-qualified residents, $500 for
level 2 chargers, and $250 for electric lawn care equipment.®!

33 https://www.peninsulacleanenergy.com/heat-pump-water-heater/

56 https://www.bayrenresidential.org/get-rebates; https://bayareamultifamily.org/; https://www.bayren.org/clean-
heating

57 https://www.csd.ca.gov/Pages/Low-Income-Weatherization-Program.aspx

38 https://www.marincounty.org/depts/cd/divisions/sustainability/energy-programs/electrify

3 https://www.sanjoseca.gov/your-government/departments-offices/environmental-services/climate-smart-san-
jos/electrify-san-jos
Ohttps://www.smgov.net/uploadedFiles/Departments/OSE/Categories/Energy/Electrify%20Santa%20Monica%20R
ebate%203%20pg%20PDF .pdf

o1 https://www.redwoodcity.org/home/showpublisheddocument/23493/637566742860930000,
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Investor Owned Utilities (I0Us): 10Us, including Pacific Gas and Electric Company (PG&E) and Southern
California Edison, provide incentives for new construction and retrofit projects that include multiple
electrification technologies. Fifteen of the sixteen separate building electrification programs that the
IOUs implement fund HPWHs.®2

¢ PG&E provides equipment rebates for retrofitting with ENERGY STAR high efficiency electric
heat pump storage water heaters. Qualifying products listed in their rebate catalog qualify for a
$300 per unit.®

¢ Southern California Edison provides $1,000 in rebates for HPWHSs, $300 per ton for central
HVAC heat pumps, and $600 per ton for minisplit HVAC heat pumps.®*

State Agencies: The California Public Utilities Commission (CPUC) is administering and/or implementing
several relevant programs listed below. These programs are primarily intended to improve market
conditions for heat pump water heaters statewide rather than achieve deep penetration of electrofits in
any locale.

¢ The Technology and Equipment for Clean Heating (TECH) Initiative will provide incentives to
heat pump space and water heating to encourage sales and adoption, up to $120M program
budget statewide.

¢ The Self-Generation Incentive Program (SGIP) was updated to include incentives for HPWHs as
energy storage devices (anticipated to be a $1500 rebate) up to a program budget of $45M
statewide.®® The proposed incentive would pay a bonus for models with controls that enable
HPWHSs to be grid responsive. This typically requires additional hot-water storage and capability
to perform pre-determined load-shift modes.®®

TECH and SGIP combined are anticipated to fund approximately 75,000 heat pump water heater
installations across California, made available by the third quarter of 2021.

Municipal Utilities: City of Palo Alto, Alameda Municipal Power, and Sacramento Municipal Utility
District provide rebates in the range of thousands of dollars to electrify a wide range of residential
appliances.®’

Each program has specific funding rules, and some rebates can be layered while others may not. For
example, a PG&E rebate cannot be layered with a BayREN rebate as they come from the same pool of
public funding, while the PCE rebate can. Figure 2 below depicts how the layered funding sources can
cover conversions of existing methane gas equipment in Menlo Park residential buildings. The

62 hitps://www.cpuc.ca.gov/Work Area/Download Asset.aspx 2id=6442465700

63 https://www.pge.com/pge_global/common/pdfs/save-energy-money/savings-solutions-and-rebates/rebates-by-
product/ee_residential rebate catalog.pdf

%4 hitps://www.sce.com/residential/rebates-savings/rebates

%5 Self-Generation Incentive Program. Retrieved from https://www.cpuc.ca.gov/sgip/

% Retrieved from Heat Pump Water Heater Workshop - Part 2:
https://www.cpuc.ca.gov/uploadedFiles/CPUC_Public_Website/Content/Utilities_and_Industries/Energy/Energy Pr

ograms/Demand_Side _Management/Customer Gen_and_Storage/SGIP.HPWH.Workshop.Part2.pdf
67

https://www.cityofpaloalto.org/gov/depts/utl/residents/save_energy n_water/rebates/heat pump_water heater/progr
am_details.asp; https://www.smud.org/en/Rebates-and-Savings-Tips/Go-Electric/Residential-Go-Electric
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investment costs are estimated from the Energy & Environmental Economics retrofit study, and do not
include panel upgrades.®®

As an example, a multifamily building (up to four dwelling units) in Menlo Park can receive a $1,500
incentive from Peninsula Clean Energy and a $1,000 incentive from BayREN to replace an in-unit existing
methane gas water heater with a HPHW. This would cover about half of the estimated investment cost
of $3,349-4,388 to install a heat pump water heater, and it would more than cover the incremental cost
($1,435-1,927) compared to replacing a like-for-like methane gas water heater.®

For heat pump space heating, the incremental cost is assumed to be $0 if the existing installation or
planned retrofit includes air-conditioning. If air-conditioning is not included, costs associated with siting
the exterior unit, electrical wiring, and refrigerant piping add up to dwarf BayREN’s current incentive
offering.

Figure 3. Retrofit Costs Compared to Rebates Available

Retrofit Costs, Compared to Rebates Available (PCE + BayREN)
Heat pump space heating Heat pump water heating
(for incremental cost, baseline includes A/C)
$15,000
$10,000
$4,000 $4,000
$2,500 $2,500
$1,800 1,700
— — H =N
~ - ~ -
Single Family Multifamily DU Single Family Multifamily DU
Investment cost Incremental investment cost B Total Rebate

Existing Multifamily EV Charging Rebate Programs

The following programs reduce cost barriers for EV charging in major alterations:

¢ The Peninsula-Silicon Valley Incentive Project, funded by the California Energy Commission as
part of the California Electric Vehicle Infrastructure Project (CALeVIP), offers rebates in for
installations at new, replacement, or make-ready sites.”® The incentives for direct current fast
EVSE greater than 100 kW covers 75 percent of total project costs, up to $70,000; projects
located in disadvantages communities (DACs) has a higher cap at $80,000. For Level 2 EVSE for

8 https://www.ethree.com/e3-quantifies-the-consumer-and-emissions-impacts-of-electrifying-california-homes/
9 https://www.ethree.com/wp-

content/uploads/2019/04/E3_Residential Building_Electrification_in_California_April 2019.pdf

70 https://calevip.org/incentive-project/peninsula-silicon-valley
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multi-unit dwelling projects, the maximum incentive amount is $5,500 outside of DACs, and
$6,000 for DACs.

4 Peninsula Clean Energy’s EV Ready Program is providing $28M to install 3,500 charging ports in
San Mateo County over the next four years. Incentives range from $2,000 to $5,500 per port for
existing multi-unit dwellings. There is no limit on the cap for installing L1 chargers, and a cap of
$44,000 for L2 EVSE ports. An additional $4,000 is available for main panel upgrades.”

¢ Santa Monica’s EV Charging Station Rebate Program for multifamily unit dwellings (MUDs) and
small businesses provides up to $1,000 ($1,800 for income-qualified applicants) to offset the
cost of purchasing and installing residential Level 1 or Level 2 charging infrastructure.”® The
program offering can be layered with SCAQMD EV residential EV charging pilot, which provides
an additional $250.7

3.1.2 Tax Credits, Deductions, and Rebates
Co-Lead with Other Agencies | Municipal Resources

Beyond equipment rebates and building retrofit program incentives, there are number of federal tax
deduction and tax credits, equipment tax credits, and examples of local tax refund/rebates applicable to
electrification retrofits.

¢ The Energy-Efficient Commercial Buildings Federal Tax Deduction offers $1.80/ft2 tax
deduction to buildings that install qualifying building systems that reduce the building’s total
energy and power cost by 50 percent in comparison to the most recent ASHRAE 90.1 standards,
for the year when the system installation was completed.”*

¢ The Residential Energy Efficiency Federal Tax Credit was retroactively extended from 2017
through the end 2021. Residential property owners are eligible for tax credits of $300 for
qualifying HPHW and qualifying heat pump air conditioning equipment, with the maximum tax
credit for all improvements of $500 in 2005-2021.7°

On a municipal level the city can provide tax rebate to encourage electrification measures.

¢ City of Berkeley’s Real Property Transfer Tax is imposed on all property transfers, and ranges
from 1.5 percent - 2.5 percent of the property value. Up to 1/3 of the base 1.5 percent transfer
tax rate is eligible for a Seismic Transfer Tax Refund, if the property owner performs voluntary
seismic upgrades within one year of the transfer. ’® Historically, an average of 13 percent of
eligible homeowners have received the refund between 2014 and 2019.7” The City is considering

7! https://www.peninsulacleanenergy.com/ev-ready-incentives/
"https://www.smgov.net/uploadedFiles/Departments/OSE/Categories/Transportation/Phase3 _EV_RebatePacket.pdf
73 http://www.agmd.gov/home/programs/community/community-detail ?title=ev-charging-incentive

74 https://programs.dsireusa.org/system/program/detail/1271/energy-efficient-commercial-buildings-tax-deduction

75 https://www.energystar.gov/about/federal_tax_credits

76 https://www.cityofberkeley.info/Finance/Home/Real Property Transfer Tax Seismic_Refunds.aspx
77
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updates to expand the Seismic Tax Refund Program include resilience, energy efficiency,
electrification measures for commercial and mixed-used buildings.”®

3.1.3 Grant Programs
Co-Lead with Other Agencies | Municipal Resources

Federal grants are targeted to specific demographics and types of projects, creating a patchwork of
funding that is generally not available to all residents. Generally, the Biden Administration has signaled
an emphasis in delivering grants (and loans) to energy projects that create new, high-paying jobs.”

¢ Community Development Block Grants (CDBGs) is a program administered by the Department
of Housing and Urban Development and provide communities with energy improvements by
giving state and local governments the ability to transform a portion of their CDBG funds into
federally guaranteed loans.® The grant is only available for projects in cities with populations of
less than 50,000, except principal cities in metropolitan areas.

¢ The Weatherization Assistance Program is a grant program administered by the Department of
Energy for residential energy efficiency retrofits (including electrofit measures) and solar
additions. This program focuses on residences with elderly individuals, individuals with
disabilities, and families with children. Recipients must be a resident of California and have an
annual income that is below 60 percent of the state median Income.®!

¢ The U.S. Department of Transportation has highlighted several EV infrastructure programs with
substantial funding, though they are primarily for Highway installations and other public
areas.82 Nevertheless, President Biden’s American Jobs Plan includes %15 billion to fund a
national network of 500,000 charging stations, including grant and incentive programs for local
governments to accelerate deployment in apartment buildings.83

3.1.4 Loan Programs

Co-Lead with Other Agencies | Municipal Resources

A municipality can use borrowing capacity or loan loss reserve to develop a partnership with a local
lender and create a loan program to finance electrification enhancements. A dedicated loan program

78

https://www.cityofberkeley.info/uploadedFiles/Planning_and Development/Level 3_-
Commissions/Commission_for Energy/2021-01-

27 EC Item%209 Late%20Communication Item%204 Proposed%20Existing%20Building%20Electfication%20S

trategies.pdf
7 https://www.politico.com/news/2021/03/04/granholm-clean-energy-spending-473668

80 https://www.hudexchange.info/programs/cdbg-state/

81 https://www.benefits.gov/benefit/1844

82

https://www.fhwa.dot.gov/environment/alternative fuel corridors/resources/ev funding report 2021
.pdf

83 https://www.whitehouse.gov/briefing-room/statements-releases/2021/04/22/fact-sheet-biden-
administration-advances-electric-vehicle-charging-infrastructure/
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brings a streamlined funding opportunity and rate certainty to property owners who are considering the
prospect of electrification and would benefit from the extra financial line of sight.

Within California

¢ The California Hub for Energy Efficiency Financing has several financing options available for
energy related upgrades, excluding solar PV but including several electrification measures. The
program is administered by CPUC and paid for with IOU program funds.?* Eligible properties
must receive either electric or gas service from an IOU, and up to 30 percent of financing can be
used for non-eligible improvements.

< Residential Energy Efficiency Lending (REEL) and program provides financing for energy
related upgrades for owners of any residential property up to four units. Borrowers can
access up to $50,000 for payback terms between 5 to 15 years. Interest rates are between
3.99 - 5.99 percent depending on credit scores, and the average interest rate is 5.02 percent
across all terms. Only 28 percent of loans were made to customers with credit scores less
than 700, and 18 percent of loans were made to upgrade properties in disadvantaged
communities. In early 2021, approximately 1,059 loans have been administered on a total of
$2.6M. For every dollar lent, $6.60 in private lending has been leveraged.®

«  The Affordable Multifamily Financing (AMF) program is available for properties of five or
more units, where at least 50 percent of the units are restricted to income-eligible
households. The property must be subject to deed restrictions that require the owner to
keep rents affordable for a minimum of five years. Repayment can be either direct to the
finance company or on-bill for master-metered multifamily properties.

¢ The Small Business Financing (SBF) program is for business and nonprofit building owners or
tenants with fewer than 100 employees and limitations on annual revenue.

¢ BayREN has recently launched the Small Business Microloan program provides no-interest
financing on ENERGY STAR certified products. The program is still in a pilot phase. Pre-existing
monthly debt payments must be less than half of the business's monthly income.8

¢ Property-Assessed Clean Energy (PACE) is a financing mechanism available to private ownership
models that enables low-cost, long-term funding for energy efficiency, renewable energy, and
water conservation projects. PACE allows property owners to borrow money to pay for energy
improvements and repay via a special contractual assessment on the property over a length of
the agreement terms (up to 20 years). California state law enabled municipalities to offer PACE
financing programs since 2008. The California State Treasurer says that PACE may be used to
finance electrification conversions, though specific examples have not been identified.

PACE has had consumer protection issues such as abusive contractor practices and
unsustainable loans.?” In 2010, the Federal Housing Finance Agency (FHFA) directive prevented
Fannie Mae and Freddie Mac from purchasing home mortgages with a PACE lien, and the
residential PACE activity had since subsided, except for PACE programs that operate with loan

8 https://gogreenfinancing.com/

85 https://www.cpuc.ca.gov/WorkArea/DownloadAsset.aspx?id=6442467615
86 https://www.missionassetfund.org/bayren/

87
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reserve funds or other measures that address concerns raised in FHFA’s directive.®®
Nonetheless, the California Alternative Energy and Advanced Transportation Financing Authority
(CAEATFA) has established a PACE Loss Reserve program to mitigate risk to mortgage lenders
associated with residential PACE financing.®°

¢ Fannie Mae provides HomeStyle Energy Mortgage works with lenders to offer loan products to
their consumers specifically for energy or water improvements. Borrowers can finance energy or
water efficiency improvements or resiliency upgrades when purchasing or refinancing a home.
HomeStyle Energy may be a more affordable financing solution than a subordinate lien, home
equity line of credit, PACE loan, or unsecured loan.*®

Outside of California

¢ City of Fort Collins instituted a Home Efficiency Loan Program with local banks to identify
inefficient homes occupied by low-to-moderate income families. The program also connected
the building owners with local contractors and suppliers who do the renovations. The City’s
borrowing capacity helped deliver up to $3.25M over 15 years and provide on-bill financing of
efficiency projects, including HVAC upgrades, envelope upgrades, and solar PV.°?

¢ City of Boulder leveraged a local credit union, Elevations Credit Union, and created an energy
loan for homeowners that Boulder County supports with a loan loss reserve. Loan rates range
from an APR of 2.75 percent for a 3-year loan up to 8.125 percent for a 15-year loan.% Similar
offerings are available to homeowners in Colorado with various local municipal program
partners.

¢ Connecticut Green Bank provides a sub-ordinated debt vehicle, technical assistance, and
outreach strategy for their Solar for All program. The program is available to all homeowners
(not renters), not dependent on credit score, and focuses on enrolling low-to-moderate income
(LM1) applicants. The program aimed to reduce the energy burden for LMI customers down to
where it would be if the applicant was affluent and was able to reach 7.5 percent of LMI
multifamily housing in the state since FY2014.

3.1.5 Electrification as a Service

Co-Lead, or Support IOUs and Community Choice Aggregations (CCAs) | Pilot, or
Support and Advocacy

Building owners can host the electrification or EVSE infrastructure and receive lease payment from
vendors for allowing them to develop, install, own, and operate the equipment. This is similar to a
power purchase agreement for solar installations. In these arrangements, a third-party company would
finance and own the asset and be responsible for system design, install, and operation and
maintenance, while the host building receives reoccurring payments for providing the property for the
system, or they agree to purchase the energy at an agreed upon rate.

88 https://programs.dsireusa.org/system/program/detail/3527/local-option-municipal-energy-districts

8 https://www.treasurer.ca.gov/caeatfa/pace/index.asp

% https://singlefamily.fanniemae.com/originating-underwriting/mortgage-products/homestyle-energy-mortgage
ol https://www.fcgov.com/utilities/epicloan

2 https://www.elevationscu.com/loans/energy-loans
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¢ BlocPower provides heat pump leasing models aimed at affordable multifamily buildings and
small/medium commercial buildings. Since 2012, the company has completed energy projects in
1,000 buildings, and implements leasing structures, project management, and monitoring while
delivering energy bill reductions.®?

¢ SparkFund provides a subscription-based approach to energy systems for commercial and
industrial customers, with monthly payments for energy upgrades and operation that deliver
outsized utility bill savings.%

¢ NYSERDA and National Grid are in the process of launching the Home Energy Savings Program
pilot, which utilizes ratepayer funding for a pay-for-performance approach that funds whole-
house efficiency measures. The program solicits bids from service providers and installing
contractors who will develop a project pipeline to receive payments from the program.
Development of financing for upfront measure costs is encouraged in a variety of ways, as
preferred by the service provider, including upfront payments from customers, debt financing,
and equity financing. Service providers and installing contractors are compensated by the
program over a period of three years via metered reductions in energy and bill savings.%

A fundamental challenge to the as-a-service model is to identify buildings with predictable energy
consumption that provide steady revenue streams and motivates vendors. This is an area where local
governments can provide a critical matchmaking function between technology providers and high
potential host sites, such as defining provider criterion and a portfolio of qualifying host sites, to lower
development and customer acquisition costs. Local governments can further assist with the
development of template agreements that lower the transactional costs of electrification-as-a-service
projects.

3.1.6 Ratepayer-Funded Tariffed On-Bill Investment
Support to CPUC, I0Us, and CCAs | Support and Advocacy

There are multiple types of on-bill financing and investment. According to a recent white paper on
accessible financing:%

“A tariffed on-bill program allows a utility to pay for cost-effective energy improvements at a
specific residence, such as home heating and cooling units, and to recover its costs for those
improvements over time through a dedicated charge on the utility bill that is immediately less
than the estimated savings from the improvements. The tariffed on-bill model differs from on-bill
loans and repayment models in that tariffs are not a loan, but rather a utility investment for
which cost recovery is tied to the utility meter according to terms set forth in a utility tariff.”

Tariffed on-bill models, also known as pay as you save, are particularly well suited for LMl homeowners
and renters of all incomes, because they do not provide cost or credit barriers while enabling behind-
the-meter investment.

93 https://www.blocpower.io/
% https://www.sparkfund.com/case-studies/
9 https://www.nyserda.ny.gov/All-Programs/Programs/Home-Energy-Savings-Program/Portfolio-Managers

% https://www.buildingdecarb.org/uploads/3/0/7/3/30734489/bdc_whitepaper_final small.pdf
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Municipalities must rely on CPUC regulation to authorize, and the I0Us and perhaps CCAs to administer
on-bill financing in the coming years. Local governments would ensure that renters have access to on-
bill savings associated with decarbonization investments and enforce affordable housing provisions.

¢ The Town of Windsor and the City of Hayward received permission from their oversight bodies
and implemented tariffed on-bill water efficiency programs, known as Windsor Efficiency PAYS
and Green Hayward PAYS, respectively. BayREN now administers the Water Upgrades Save
program, which has enrolled 584 multifamily units and 247 single family units across the nine
Bay Area counties. 87 percent of program participants would recommend the program.®’

¢ Sonoma Clean Power is launching an on-bill financing program in March 2021.

¢ The Southeast Energy Efficiency Alliance has invested in a variety of loan and on-bill financing
programs and found that tariff on-bill investments have outperformed loans in multiple
metrics.%®

3.2 Municipal Mechanisms

3.2.1 Green Bonds
Local Government Authority | Resolution, Ballot Measure

Green bonds issued by municipal entities help finance projects with a positive climate impact, such as
renewable energy and energy efficiency. Funds can likely only be used for public buildings. Governments
issue bonds, and investors receive principle and fixed interest payments in return. CAEATFA has
provided Energy Conservation Bond financing to 26 projects amounting to $212M.%

Green bonds have higher transactional costs than conventional loans and have standards and
certification for use of funds to qualify attaching the green label. Notable issuances of green bonds
include:1

¢ Hayward Unified School District issued $20M in bonds for renewable energy and sustainability
projects.

¢ Imperial Irrigation District issued S65M in bonds for renewable energy projects.

4 Sacramento Municipal Utility District issued $75M in bonds for green building projects.

In 2019, the cumulative issuance of municipal bonds exceeded S8 billion, and the California Green Bond
Market Development Committee was launched. !

97

% https://www.cpuc.ca.gov/WorkArea/DownloadAsset.aspx?id=6442467615
% https://www.treasurer.ca.gov/caeatfa/incentives.asp
100 https://www.treasurer.ca.gov/cdiac/webinars/2019/greenbonds/green-bonds-session.pdf

101 https://gspp.berkeley.edu/centers/cepp/projects/green-bonds-market-development-committee/ca-green-bond-
market-development-committee
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3.2.2 Local Taxes and Fees
Local Government Authority | Ballot Measure

Local governments may tax building projects for greenhouse gas emissions and use the funding to
incentivize future decarbonization offsets throughout the jurisdiction. A utility users’ tax (UUT) may be
levied by municipalities to provide general fund revenue. The tax may be increased to generate funds
for projects and programs that reduce greenhouse gas emissions.

¢ City of Berkeley proposed Measure HH in 2020 to increase the UUT from 7.5 percent to 10
percent for electricity and 12.5 percent for methane gas.'% Despite strong community support
from a survey, the ballot measure was ultimately defeated.

¢ City of Albany proposed Measure DD to increase the UUT from 7 percent to 9.5 percent for
electricity and gas and apply a tax to water service at 7.5 percent. The measure passed. The
measure is estimated to generate an additional $675,600 in new revenues annually for the
City.103

¢ City of Watsonville adopted a Carbon Fund Ordinance in 2015 that charges a fee to all
development projects including new construction, additions, and alterations, with the exception
of single-family alterations. The additional carbon impact fee is between 30 and 50 percent of
the building permit fee. Projects may be refunded the fee if they install on-site renewable
generation to offset the average annual electricity load.*

¢ Inlate 2019, the City of San Luis Obispo tentatively proposed a greenhouse gas in-lieu fee for
new construction projects that installed fossil fuel consuming appliances, ranging from $6,013
for a typical single-family residence up to $89,000 for a 54,000 ft? office.1® This measure has
been delayed for adoption due to political pressure.

192 https://www.cityofberkeley.info/Clerk/City Council/2020/07 _Jul/Documents/2020-07-
21 (4pm) Special Item 05 Placing a_Tax Measure on_the November pdf.aspx
103 https://cdn.kged.org/wp-content/uploads/2020/10/09-Measure-DD-City-of-Albany-UUT.pdf

105 https://www.sanluisobispo.com/news/local/environment/article234680472.html
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4 Recommendations and Gaps

Given the pace and scale of efforts necessary to achieve carbon neutrality, municipalities must address
all areas of the market by invoking as many effective policy and financing options as resources allow. To
assess the policy and financing options that may be most effective, TRC developed a scoring system by
which to rate each option described in this report. Each option was assessed on a red (“low”) to green
(“high”) scale according to each of the following characteristics:

¢ Availability — How widely available is the policy or financing option currently, particularly in

California? An option with several examples would indicate a high degree of readiness for
replication.

¢ Ease of Implementation — How easily would this policy or financing option be administered from
the perspective of the agency, and/or participate in from the perspective of the applicant?
Reduced administrative burden suggest quicker processing, a high application rate, and
stretching resources for a longer program period.

¢ Scalability — If given enough resources, can the policy or financing option be scaled to capture all
of targeted population?

TRC also characterized each policy and financing option by target market (residential buildings,
nonresidential buildings, or EV infrastructure), target population (building owners, renters), target
income level (i.e., low-income), and potential role for the municipality (lead or advocate). These

characterizations allowed for a standardized format to develop recommendations and point to
significant gaps.

Results are sorted by those scoring highest in Figure 3, and are accompanied by a narrative providing
further detail.
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Figure 4. Policy and Financing Characteristics Summary

Ease of Recom-

Sub-Category Mechanism Bldg EV Availability Implementation Scalability mended  Muni Role
Triggered 2.1.2 Point of Transfer ° O @ @ Lead
Gov't Buildings 2.1.1CIP ° @ @ (5] Lead
> Performance 2.1.3 Disclosure ° O O @ ° Lead
E Triggered 2.1.2 Major Alteration o o @) @) @ ° Lead
Achieving Equitable Outcomes 2.1.5 o @) @) @ e  Lead, Advocacy
Performance 2.1.2 Emissions Limits ° (5] (5] @ Advocacy, Lead
Eliminate Gas Inf. 2.1.4 ° (5] (5] @ Advocacy
Incentive Programs 3.1.1 CCA (PCE) - EV ° @ @ @) ° Advocacy
Incentive Programs 3.1.1Regn'l Agency (BayREN) | e @ @) @ ° Advocacy
Incentive Programs 3.1.1 Local Gov't - Bldg ° O @ @ ° Lead
Tax Credit/Deduction 3.1.2 Federal ° @ @) @ ° Advocacy
Electrification as a Service 3.1.5 e o O O (] ° Advocacy
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:hl: Loan Programs 3.1.4 AMF ° O O O ° Advocacy
= Loan Programs 3.1.4 Municipal Support ° @) (5] @ Lead
g Loan Programs 3.1.4 REEL ° @) O @) Advocacy
b4 Loan Programs 3.1.4SBF ° O O O Advocacy
Grants 3.1.3 WAP o @) (5] @) Lead
Incentive Programs 3.1.1Local Gov't - EV (5] @) @) Lead
Loan Programs 3.1.4 PACE ° (5] @) @) Lead, Advocacy
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Incentive Programs 3.1.1 State Agencies ° @ @ O Advocacy
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=3 Green Bond 3.2.1 o o O O @ Lead
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4.1 Policy Findings

4.1.1 Recommendations

TRC recommends that Menlo Park and other jurisdictions with similar goals explore the following policy
options in the near term for building electrification:

¢ 2.1.1 Municipal Buildings Lead with Electrification — An important policy to raise the profile of
community goals, increase government familiarity with the challenges and opportunities of
electrification, and establish notable precedents. Jurisdictions should also explore electrification
policies as part of Capital Improvement Projects though this policy cannot scale beyond
municipal projects.

¢ 2.1.2 Triggered Appliance Conversion — Highly scalable and readily enforceable if permits are
pulled regularly. An example of successful policy implementation includes City of Davis’s Resale
Program (triggered at point of transfer).

¢ 2.1.3 Building Performance Standards — Highly scalable and readily enforceable. The City of
Boulder’s SmartRegs Program has achieved high compliance in existing building energy
efficiency compliance.

¢ 2.1.5 Achieving Equitable Outcomes— Critical to reversing the lasting impacts of discriminatory
policies and ensuring

The jurisdiction has the ability to serve as the lead agency in all of these policy options, which is
beneficial to enforce customized policies but may also lead to higher administrative investment.

4.1.2 Gaps

TRC noted the following policy mechanism gaps:

1. Though there are several examples of policies triggering additional requirements at the time of
major alterations (2.1.2), they have not been implemented for a significant time period and
have unknown potential for success. Applicants may attempt to dodge electrification
requirements through creative permit applications or avoiding the process entirely.

2. There are very limited examples of existing building policies applying to electric vehicle
infrastructure.

4.2 Financing Findings

4.2.1 Recommendations

TRC recommends that jurisdictions explore the following financing pathways for building electrification,
largely serving in advocacy and educational outreach roles:

Consumer Financing

¢ 3.1.1 Incentive Programs — A local jurisdiction may share eligible incentives with project
applicants. Several entities, notably PCE and BayREN, have incentive programs in place that are
broadly applicable, including carveouts for low-income populations. PCE in particular has two
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programs specifically for adding EV charging infrastructure in existing multifamily buildings,
although is slightly limited in scalability as applicants must be PCE customers to be eligible.

A local jurisdiction may also lead the development of incentive programs, likely with funding
from a partner organization. San Jose and Marin County funded electrofit incentives by
partnering with BAAQMD.

¢ 3.1.2 Tax Credits, Deductions, and Rebates — Federal tax incentives can be attained for eligible
electrofits and stacked with incentive programs, though they are fairly low amounts.

¢ 3.1.5 Electrification as a Service — A local jurisdiction can play a key role in fostering an
Electrification as a Service market by reducing market entry barriers for providers such as
BlocPower. Or, a jurisdiction can advocate for establishing a local program like NYSERDA's,
which creates a market for contractors and installers by paying them for projects that deliver
metered bill savings.

¢ 3.1.6 Ratepayer-Funded Tariffed On-Bill Investment — Tariffed on-bill programs serve a wide
market, including the harder to reach markets such as renters with modest credit history. Local
jurisdictions can advocate with the CPUC to ensure this policy option becomes available.

¢ 3.1.4 Loan Programs — A suite of loans are available for credit-worthy residential and
nonresidential building owners through the state financing authority. These programs may fill in
gaps where building owners may have insufficient access to incentive programs or tax
deductions. Loans are expected to be one of the last options to financing a project, as they carry
more risk for the applicant than many of the preceding options listed.

Municipal Financing

¢ 3.2.1 Green Bonds and 3.2.2 Local Taxes and Fees — Voter-approved fund generation
mechanisms can affirm a community’s willingness to invest in decarbonization measures. Bonds
can be used for public infrastructure projects, and increased revenues from utility taxes can
serve potentially provide consumer financing.

4.2.2 Gaps

TRC noted the following financing mechanism gaps:

1. The investment for heat pump space heating as a replacement for a methane gas furnace can be
very high in a building that doesn’t already have air-conditioning, which is prevalent in the Bay
Area according to the Residential Appliance Saturation Survey. TRC did not identify incentives
large enough to support this market to transition away from methane gas.

2. As with policy options, there is limited precedence for existing building EV financing. A
jurisdiction may supplement PCE’s EV incentive program with additional incentives, or additional
loan programs targeted toward EV investment in a similar manner that Boulder partnered with a
local credit union.

3. Nonresidential buildings are eligible for fewer incentive programs than residential. This may be
due to the higher turnover rate of nonresidential spaces and equipment, the higher financing
needs and access of the nonresidential market.
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4.3 Further Considerations

TRC recommends that local jurisdictions thoroughly assess the people and buildings needing that must
be reached to achieve the carbon neutrality goals. Understanding the scale of the challenge (e.g., square
footage of buildings by type, number of multifamily buildings with parking, major property owners in the
City, energy burden for low-income residents) will allow the jurisdiction to estimate the corresponding
scale of the solutions necessary (e.g., dollars of investment, outreach strategies, retrofit rates, consumer
protections).

Several related issues emerged throughout the course of TRC’s research that did not explicitly fit within
the scope of this report. These additional considerations, listed briefly below, suggest that the policy and
financing options in this report would be implemented more effectively if the jurisdiction a range of
market transformation strategies:

1. Protecting consumers must be a priority to prevent the abusive practices that emerged in the
PACE program. For example, financing energy upgrades with home-secured debt is
inappropriate for homeowners with lower incomes.

2. Simplifying permitting processes will reduce administrative burden. Coordinating the processes
across jurisdictions will familiarize the building industry with requirements.

3. Measure packaging, such as combining electrofits, EV charging, efficiency, demand response
compensation, and/or on-site solar may drive down operating costs and improve cost
effectiveness. Adding vehicle-to-building charging or battery storage may improve resiliency and
project appeal.

4. Inspecting, auditing, and/or evaluation provides an accurate understanding of program impacts
and informed position by which to make future investments.

5. Targeting outreach and programs to portfolio property owners may generate economies of
scale.

6. Achieving ‘early wins’ can demonstrate feasibility, drive down market barriers, and improve
public perception.

7. Ensuring that the workforce is well-trained and incentivized to perform high-quality installations
will require dialogue with local trade associations, unions, training programs, and certifying
bodies. These efforts can achieve equitable outcomes, as demonstrated by the RichmondBUILD
and Rising Sun Center for Opportunity’s Climate Careers programs.106197

8. Providing technical assistance with engineering and financing approaches can simplify
compliance and mitigate negative experiences.

106 http://www.ci.richmond.ca.us/1243/RichmondBUILD
107 https://risingsunopp.org/
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Electrifying Existing Single Family Homes in the Menlo Park — The Cnst Story

Water Heater
Construction: $555 w/incentive Summary
15t —yr Utility: $1/mo P
30-yr Utility: $7/mo< , All-Electric Home

Construction: $2,985
1st —yr Utility: $20 T
30-yr Utility: S10/mo 4,
GHG: 6.6 Metric Tons

i

Space Heater
Construction: $1,509 w/incentive
1t —yr Utility: $6/mo
30-yr Utility: $9/mo<l

Gas Meter & Service
Not Needed
Utility: $7/mo ¢

Cooktop
Construction: $608

1t —yr Utility: $5/mo
30-yr Utility: $3/mo

Clothes Dryer
Construction: $313
1t —yr Utility: $15/mo
30-yr Utility: $10/mo

RN
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F1-PUBLIC COMMENT
Agenda item F1

Ann Dorsey

Menlo Park City Council Members,

| urge you to keep moving forward with your plans to electrify 95% of the buildings in the city by
prohibiting the installation of new gas equipment and converting gas using buildings to all electric and

support your efforts to ensure these transitions are socially equitable.

Thank you for taking the climate emergency seriously and making the much needed changes happen
in a timely manner.

Sincerely,

Ann Dorsey
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MENLO PARK

REQUESTED DIRECTION

= Provide direction to the Environmental Quality Commission (EQC)
and city staff on additional analysis, education, community
engagement and/or desired timelines

= EQC recommendations:

— Adopt an ordinance to prohibit the installation of new gas equipment in buildings
throughout the city

— Protect low income residents by providing direct funding and considering rental
protections

— Reduce the “hassle factor” through education, personalized consultation services,
providing free electrification plans, and streamlining the permitting process

— Develop a long-term plan/roadmap to phase out natural gas

= No policy change will result from direction received this evening without extensive
outreach and applicable public hearings




CLIMATE ACTION PLAN GOAL NO. 1 WERIO PARK

= Convert 95% of existing buildings

(residential and commercial) to electric by  City of Menlo Park communitywide
2030 greenhouse gas emissions 2019

= Top priority of the city to meet its carbon
neutral goal by capitalizing on clean and
fossil fuel free energy from Peninsula
Clean Energy

Building Ei ral gas

253,371 tons CO2e
» Menlo Park adopted electric requirements
for new construction in 2020

= Existing buildings project officially started
in January




MENLO PARK

CITY COUNCIL DIRECTION APRIL 2021

» Prepare a cost effectiveness analysis and policy/program
pathways to present to the City Council

» Requested feedback from the Environmental Quality Commission
(EQC)

— EQC reviewed in July concurrently with staff and finalized feedback and
recommendation in August

» Staff recommendation and assessment deferred to after City
Council study session

|
il




COST EFFECTIVENESS RESULTS A

» Methodology used is recognized by the California Energy Commission
and energy providers in California
— Result: Short term bill increases, but long term bill savings for residential customers
— Energy efficiency appliances/ equipment is still important

— Installing solar on buildings can protect customers from future rate increases and provide
resiliency

= Current incentives help customers transition and increase payback
savings over the long term

= Limitations

— Worst case scenarios and equipment efficiencies
Quantifying total societal cost of climate change and inaction
— Other technologies and potential advancements
— Still evaluating commercial results




POTENTIAL POLICY PATHWAYS IDENTIFIED EiS&s

= Policy options focus on single family and some multifamily opportunities:
— Education and outreach
— Generate funds to develop additional incentives and financing
— Time certain building performance standards
— Permitting regulations
» Electric ready, voluntary replacements, end of life, additions and alterations
— Electrification ready at the time of sale

» |Implementing all for residential sector would reach almost half of CAP No.1 goal
= Environmental and financial equity
» Noise and setback requirements likely need to be modified

= GHG reductions and cost effectiveness trade-offs




MENLO PARK

REQUESTED DIRECTION

= Provide direction to the Environmental Quality Commission (EQC)
and city staff on additional analysis, education, and community
engagement and/or desired timelines:

— Adopt an ordinance to prohibit the installation of new gas equipment in buildings
throughout the city

— Protect low income residents by providing direct funding and considering rental
protections

— Reduce the “hassle factor” through education, personalized consultation services,
providing free electrification plans, and streamlining the permitting process

— Develop a long-term plan/roadmap to phase out natural gas




THANK YOU




Environmental Quality Commission
Recommendation to City Council

Josie Gaillard, Tom Kabat, and Angela Evans



"Today's IPCC ... report is a code red for humanity. The
alarm bells are deafening, and the evidence is irrefutable:
greenhouse gas emissions from fossil fuel burning and
deforestation are choking our planet and putting billions
of people at immediate risk. Global heating is affecting
every region on Earth, with many of the changes becoming
irreversible.”

UN Secretary-General Antonio Guterres



Not on Track to Meet Goals

 Menlo Park is not currently on track to meet its adopted
climate goals: 90% emissions reduction by 2030

* Not on track for Paris Climate Goals
* Not on track for GHG cuts required for 1.5°C
* Not on track for GHG cuts required for 2.0°C

* |PCC's 6th Assessment (August 9, 2021)



Best for climate

EQC Recommendation

A middle-of-the-road approach that stops
stranding millions of $ in fossil fuel assets

Prohibit
new gas
equip

Worst for climate



EQC Recommendations

To meet CAP #1 goal, we recommend 6 actions that can be
grouped as follows:

* Design for equity and affordability
* Reduce practical barriers
* Develop policy



Design for equity and affordability

1.  Allow UUT to be collected at voter-approved levels (council

action required) and establish a dedicated fund to support
building decarbonization

2. ldentify partners for funding and financing programs,
including a specific low-income turnkey program



Reduce Barriers

3. Develop program proposals to reduce "hassle factor"
for building owners. Could include solutions like:

— Contractor education, including "amp diet" training
— Building owner education
— Permit simplification for electrification projects

— Concierge service, including free electrification
plans



Develop the policy

Begin outlining an ordinance
— Core authority? Prohibiting new gas appliances in the city
— What buildings? Residential single family and multi-family
— What appliances? New furnaces, water heaters and other gas devices that need a permit
— Trigger? Permit application

— Special protections? Hardship exemptions, waivers, no "renovictions”

Begin public engagement immediately
— Public outreach meetings plus additional actions per staff recommendations

— Cover: Climate Action Plan, CAP #1, 41% of GHGs from buildings, IPCC methane findings and the
framework of the ordinance (above)

— Take publicinput and report back to council

Develop a long term plan/roadmap to phase out natural gas



Summary of EQC Recommendation

To recap, we recommend that 6 actions be taken in parallel and completed as soon as possible:

1.

Allow UUT to be collected at voter-approved levels (council action required) and establish a
dedicated fund to support building decarbonization

Identify partners for funding and financing programs, including a specific low-income
turnkey program

Develop program proposals to reduce "hassle factor" for building owners

Begin outlining ordinance to prohibit the installation of new gas appliances that require
permits

Begin formal public engagement immediately

Develop long term plan/roadmap to meet CAP #1 goal



THANK YOU



Agenda item F1
Frengiz Surty, resident

Dear Menlo Park City Council Members,

| am the leader of the Menlo Park Climate Team. A rapidly growing, passionate group of more than
40 residents across several districts, who believe a clean energy future is in our hands.

A key to this is the transition away from natural gas. | heartily support the EQC’s policy
recommendations and believe an ordinance prohibiting the installation of new natural gas equipment
in homes and buildings is essential for the City to meet its stated greenhouse gas reduction targets by
2030.

Menlo Park has a reputation as a local and national climate leader, and many of us have been proud
to hear of cities and towns, near and far, that have followed our lead over the past year. Now, the
Council has an opportunity to continue to solidify this leadership by stepping into a bold
implementation phase. Additional initiatives including streamlining permitting for electrification,
providing building owners with a free electrification plan and creating a fund to electrify all low-income
residences are part of this multi-pronged, complex effort. It isn’t easy and the time will never be right.

Please accept the EQC’s recommendations.
Thank You,
Frengiz Surty



Agenda item F1
Martin Rosenblum, resident

Thank you for the opportunity to address the electrification project. This is a difficult and complex
issue, but one that is very important to address Menlo Park's contribution to climate change.

Equity and perceived equity are very important to achieve success in convincing the public of the
necessary changes to city codes and costly capital requirements for residents and businesses.
Perceived equity is the fairness that is judged by all participants.

The report discusses contractor and equipment availability. For an electrification goal of 95% in
2030, | believe the resources will be put under serious stress. This will result in substantial increases
in the prices of contractor services and equipment. | do not know, if there was an attempt to address
this quantitatively in the report calculation. There may be extensive delays in getting onto qualified
contractors' schedules. It will be important to work with regional and state governments to mitigate
these limitations. Working with the equipment suppliers may be needed to smooth the demand
curves.

| make these observations based on my recent experience of having a new roof installed on our small
home. This was a conventional job with conventional technology. However, 4 of 7 contractors did not
bid on the job and 2 of the 3 bids were for 50% more (with no apparent justification) than the
successful bid. The contractor who did the job informed me that he routinely bid on jobs that were 5 to
15 times more costly than ours. | feel fortunate to have gotten the work done competently and on
schedule.



Agenda item F1
James Lockhart, resident

Dear Menlo Park City Council:

We write in regard to Agenda Item F1 for the Aug. 31 Council meeting, which involves study of the Environmental Quality Commission's
recommendation to electrify 95% of existing buildings in Menlo Park by eliminating gas appliances.

We are strong supporters of efforts to reduce greenhouse gas emissions (electric vehicle owners, 40-year Sierra Club members, etc.). However, we
strenuously object to the proposal to force retro-fitting of electric heating appliances when existing gas heating appliances need to be replaced. The
Environmental Quality Commission has not taken into consideration the hardship, the great cost, and the environmental cost of retro-fitting the older
homes in Menlo Park which cannot add new major electric appliances without the installation of new electric service which would necessitate major
house rewiring with exterior and interior walls demolished, etc.

We are 73 years old and have lived in Menlo Park for more than 35 years. Our home was built in 1964 and has 100-Ampere electric service, which
was common at the time of construction. The following statement of 100-Amp service capabilities comes from www.thespruce.com/electrical-
service-size-of-my-home-1152752 :

" 100-amp service provides enough power for a small home without electric heating. This can supply an electric range and dryer, plus general
lighting and receptacle outlets. "

We fully utilize all of this 100-Amp service; in fact, to charge the electric vehicle, we have to unplug the electric dryer. For us to upgrade to the 200-
or 250-Amp service need for electric space and water heating would be enormously expensive and would require moving out of our home for an
extended period. We would have to have PG&E install the upgraded service wiring to our home, along with new metering and main disconnect
(requiring cutting into exterior walls). We would have to relocate, upgrade, and totally rewire our circuit breaker panel -- every single circuit would
have to be rewired. We would then have to run additional 220-Volt high-current feed lines to the various heating appliance areas, requiring ripping
out sheetrock walls throughout the house. Costs of $25,000 to $30,000 could be incurred in addition to relocation costs.

We are not alone in facing enormous costs and extended relocation if forced retro-fit electrification were to be required. Many older homes in Menlo
Park have only 100-Amp electric service, while some homes have only 60-Amp service. Low income residents could be forced out of their homes by
requirements for retro-fitted electrification. The Commission report states "Most residents can fully electrify their homes on their existing panels...",
but no data to support this contention are provided. On what data is this contention based?

While elimination of gas heating in new and significantly-remodeled homes makes sense, forced retro-fitting of older homes having limited electric
service certainly does not. We sincerely hope the Council will see the impracticality and potential huge burden on homeowners of such action.

Sincerely,

Jim & Kathy Lockhart



Agenda item F1
Knute Ream, resident

The Environmental Quality Commission has a laudable bias towards protecting and preserving the environment, but
this unchecked bias is not producing objective recommendations. The draft materials they have presented so far
vastly understate the realistic cost of conversion from natural gas to electric, and are very misleading about the
contribution of natural gas towards global warming. Unburned methane is the demon here, and the reality is that
natural gas burns very cleanly, producing primarily water vapor and CO2. Two other highly relevant facts that are
conveniently omitted from the reports:

1) California is heavily dependent on natural gas-fired power plants to handle the electrical demand surge that
happens late afternoon into early evening when solar panels are not producing, but A/C, cooking, etc are still at
peak. There will eventually be a transition to power storage methods to mitigate this, but it won’t be large scale
anytime soon

2) Natural gas production is largely a by-product of extracting crude oil; if large scale shifts are made away from
using natural gas, it creates another problem. Historically, natural gas was burned off in flares in the oil fields as an
unwanted by-product until other uses were found and a market developed. Without a natural gas market to use it,
the primary choice is to waste it in flares (for safety reasons); why not use it productively instead in a clean burning
natural gas power plant?

Ultimately, this “problem” of natural gas vs electric appliances will be solved by economics. The costs in the draft
study to date are not realistic or sustainable, and it is not a solution to magically make the conversion “affordable” by
increasing taxes to fund conversion subsidies. (That only plays games with the exorbitant costs involved and won'’t
have enough positive environmental impact to be worth the huge cost)

| implore the city council to be objectively rational when considering these recommendations! The draft report is
only giving you part of the story, from a very biased perspective.



Agenda item F1
Caitlin Darke, resident

Mandating electric appliances is short sighted and will create bigger problems for MP residents and is
cost prohibitive. Its bad enough that you passed, without a vote, new construction electric
appliances. The climate change if affected by fossil fuels won't be helped by little Menlo Park. The
big time offenders are in different countries. How do you think electricity is generated let alone
transported. we loose about 30-40 percent of the power in the transmission of the electricity. will
you build another sub-station in Menlo Park - where will that be? Whose property will you take to
house the sub stations we need to support the demand? The reports and numbers you have are not
realistic. | just upgraded a sub panel in my house and know that your estimates are off. this is the
individuals choice and should be voted on - and you need real experts weighing in on these issues.

lve met and talked with the Mayor and Rebecca Lucky on these issues and both agree your
mandates have gone too far and are not appropriate.

Have any of your council members turned your house GREEN and adopted all the electric appliances
or will this be similar to the Clinton Health Care plan where the representatives where exempt from
the plan?

These ideas may make you feel good but won't move the needle in terms of climate change.



Agenda item F1
M Buerger, resident

| am concerned that the EQC report is incomplete and underestimates the economic costs and adverse outcomes associated with
mandating the use of electricity in place of natural gas within Menlo Park. Items requiring further study include:

a) The current grid's inability to provide reliable electrical service 24 hours a day, especially during the hours of 4pm to 9pm when users
are being warned of brownouts and limits on electricity use. The study does not address these problems and appears to assume that
these current issues and any needed expansion of the electricity supply will somehow occur with little or no adverse impact on costs.
Layering a mandate on top of the current failing system is putting the cart before the horse.

b) The cost estimates used.

1) There are indications that the projected replacement costs could be much higher than what the study used. These projected costs
should be vetted by independent third parties, who do not have a vested interest in the outcome, along with comment from members of
the community.

2) An evaluation of the likelihood of different scenarios based on various ongoing costs of electricity and gas should be incorporated
into the study. For one example, a greater reliance on electricity will place greater upward price pressure on electricity costs in the
future -- just as reduced gas use could lead to higher unit costs for natural gas. The underlying assumptions of how electricity and gas
cost scenarios are likely to play out, under a mandate and then compared to a no-action approach, is fundamental to the cost-benefit
analysis and should be better understood and certainly more fully delineated.

b) The disparate impact of the mandates on marginalized communities. "Unintended consequences" can lead to forms of systemic
racism, especially if community leaders ignore the potential of such impacts up front. With a sweep of the hand, the report appears to
minimize the size and scope of the marginalized communities, which are impacted, and further analysis should be undertaken before
any action is taken. For example, the number of lower to moderate income families that are affected could well be more than the
number postulated in the report. In addition, if building owners are expected to absorb the added upfront costs through rent increase
limitations, such a taking, or even the pass-through of such upfront costs, could lead to a deterioration of housing stock in marginalized
communities, potentially resulting in disparate adverse impact to those communities down the road.

Finally, any such mandate would represent a sweeping assault on personal liberty and property rights, which runs contrary to the
principles and values of a free society. People, who are not placed under the yoke of government edicts and regulation but rather are
free to act with resilience and innovation, can slow if not stop human-induced climate change. Helping people to understand the trade-
offs, using persuasion, and leading change by example are far better ways to encourage such resilience and innovation.

Please send this report back for further work, with consideration on how to achieve real change without using autocratic measures.



Agenda item F1
Sloane Citron, resident

As someone who owns four homes in Menlo Park and two businesses, | am outraged that the city

council believes it has any business whatsoever determining the use of gas in our homes and in our
businesses. This is NOT your job and everyone | know is furious over this. You were elected to run

our town, not decide energy policy. | will work tirelessly to unseat you in the next election if you vote
in favor on this or any other similar issue regarding gas use.

Instead of spending time on an issue that citizens don't want and that is none of your business, why
don't you bother to fix our crumbling, embarrassing downtown? Landlords can't fill space because of
the decrepit state of the streets and sidewalks and the the allowance of homeless setting up offices

on the sidewalks. THIS is your provenance and what you should be fixated on.



Agenda item F1
David Fogel, resident

In recent years California has been suffering from inadequate supply of electrical power. At cold night
the temperature can deep below freezing. In all electric house when the power is cut off there are no
means to heat it up. This can be death sentence to some people.

We all saw what happened in Texas when they lost electricity. People died because of it.

The city council has to figure out how to guarantee up power 99.99% of the time before they enact
the all electric ordinance. Otherwise it will be a death sentence for some people when power runs out
for prolong period of time on and freezing weather



Agenda item F1
Eduardo Pelegri-Llopart, resident

| fully support the goal of helping Menlo Park residents switch to full electric households. I'd encourage the commission to continue exploring how to
accomplish this.

Our household transitioned from gas to electricity in the last few years. We currently have a full-house Heat Pump, Electric washer and dryer, two
EV chargers, and a Heat Pump Water Heater. Our last remaining gas appliance is our stove. Based on our own experience and research, different
energy uses encounter different challenges in this transition. It may make sense for the commission to explore a phased approach according to the
uses.

* House heating is well suited to an electric heat pump system. The systems are silent, ergonomic, and very efficient. Pretty much all households
can switch to them now.

* Refrigerators are already electric. Cooking stoves and ovens can switch now. Dryers can also switch now; there are condensing clothes dryers
as well as heat pump clothes dryers.

* The biggest challenge is switching the water heating from gas to electricity.

If the current water heater is a gas tank system, there are reasonable heat pump water heaters available. The models available in California are
suboptimal in two manners: (1) they require a 220V circuit, which may require electrical work, perhaps even expanding the main electrical panel.
And (2), the models in California are relatively noisy. But there are valid HPWHSs and | think it is feasible to switch to a HPWH when replacing an
existing gas tank water heater.

The hardest scenario is if the current water heater is a tankless gas water heater, which is almost always installed outside the house. A HPWH
cannot be installed outdoors - at least as far as | know. There may not be space in the garage, and installing it indoors may not be practical
because of the 220V circuit and/or the noise.

My recommendation would be to split the use cases. Place strong requirements on the easy cases. Keep exploring solutions to how to replace a
tankless gas water heater.

Two additional comments.
There are much better Heat Pump Water Heaters available outside of California. There are split systems from Mitsubishi, and systems from LG that
are very quiet and use linear compressors. The Bay Area counties have a very strong consumer power; perhaps we can unite to help bring these

products to our market.

And finally, full electrification is much easier when coupled with solar panels and batteries. Anything the council can do to simplify that installation
and reduce its cost will help households move to full electrification.



Agendaitem F1
Mark Cohen, resident

While we support efforts to reduce Menlo Park's energy footprint, we are strongly opposed to
mandatory changes in existing residential equipment/appliances. Not only are the costs cited for new
appliances extremely unrealistic ($300 for a new dryer and $800 for a new range/oven???), but they
do not take into account additional expenses such as construction costs associated with removing
and replacing built-in kitchen appliances, making room for a larger and noisier water heater, etc.

In addition, your own report shows that these changes are not cost-effective for the consumer. The
tables on pages F-1.60 to F-1.63 are more than half red. Section 3.1 states: "The fuel substitution
measures are not cost-effective on their own based on the On-Bill approach. ... Incentives reduce the
first incremental cost substantially but not enough to make this measure cost-effective across the
three vintages for either single family or multifamily.... The electric dryer and range measures are not
cost-effective on their own."

Is there a plan to deal with the equipment backlogs, skyrocketing shipping costs, and long waiting
lists for overworked contractors that will result from the sudden increase in demand for appliances
and installation?

It is certainly desirable for Menlo Park, along with other California cities and towns, to attempt to
make our air cleaner. But the first step should be to offer appropriate incentives to encourage
residents to replace existing gas appliances with electric, not hurriedly passing an ordinance requiring
substantial upfront expenses and hidden costs for all of Menlo Park.

Thank you,
Mark Cohen and Jackie Pelavin
Park Forest



Agenda item F1
Steven Carnevale, resident

Before you consider next steps on the Environmental Quality Commission’s recommendations to
electrify 95 percent of existing buildings in Menlo Park , | would suggest you listen to your
constituents, most of whom may not be climate activists and many of whom are voters. A good place
to start would be the current Nextdoor thread on this issue: Banning Natural Gas in Menlo Park.
There are currently 110 public comments from locals on this issue. If you are not aware of the issues
suggesting that the recommendations are impractical (e.g. prohibitively expensive or impossible to
implement in smaller homes) or quixotic (e.g. not sustainable by current grid infrastructure), then your
staff is doing a poor job. Please inform yourselves before deciding on your course of action.



Agenda item F1
Carol Carnevale, resident

Tomorrow evening you will be receiving the Environmental Quality Commission’s recommendations for electrifying 95% of the City’s
buildings.

| am writing in opposition to this proposal.

Homeowners should have the choice of how they wish to run their households. If they choose to embrace these environmental
recommendations it should be up to them to pay for the costs associated with converting to alternative power sources.

For homeowners whose homes are currently powered by gas, the proposed measure places a potential undue hardship. Some of the
older homes were not constructed with these more modern systems in mind, and the cost to install and comply with electrification could
pose an undue burden. Some of the city’s oldest homes were built with fuse boxes and some of the earlier electric panels may not
accommodate the power requirements of some of the more modern systems.

We already live in a time when we routinely hear commercials about limiting our electric usage during certain peak times. Why should
the City Council even be considering a measure such as this one at a time when the power structure is insufficient to meet current
needs? Should the priority not be to work with the power company to upgrade and increase their ability to supply the power needs that
will be required should the City achieve its 95% goal of electrification? Once that assurance is received, then pursue your goals of
converting residents to electrification. Until the power companies are able to reliably provide the needed supply it is Menlo Park
residents and businesses that will suffer in the event of a power failure.

In addition, at this particular time, when homeowners and builders are severely constrained due to supply chain failures, why would the
City Council even be considering a further restriction? My microwave went out about 3 months ago — | thought | would replace it. The
appliance store indicated that it could not supply an appliance that fits the opening in the cabinet. Instead, they recommended a repair.
The part has been on order for 3 months! Talk to any homeowner in the midst of a remodel or a builder and they will tell you that there
are supply chain problems!

| would encourage our officials who were elected to represent us to consider the burdens this proposal makes on the population that
elected them to their offices.



Agenda item F1
Frank Tucker, resident

| have read the staff report for agenda item F1, and | have a few comments about its application to single family residences. While | would generally
support requirements for use of heat pump based water and space heating equipment for new home construction, and perhaps for major remodels,
I do not think that it makes sense to require this technology for all appliance replacements.

1. Per the table on page F-1.60, replacement of gas clothes dryers and cooking appliances produces miniscule GHG reductions (less than 10% of
the reductions possible with water and space heating equipment), and replacement of these two types of appliances is not cost effective for the
homeowner under any of the analyses performed. Requiring installation of electric appliances in these two categories at time of replacement
certainly does not make sense. Also, disallowing gas cooking equipment in new construction will not produce meaningful GHG reduction, due to the
small amount of GHGs associated with these sorts of gas-fired appliances.

2. The analysis of costs associated with gas water heater replacement with HPWH neglects the costs that will accrue to many homeowners if the
water heater must be relocated. For example, my current, gas-fired water heater is installed in a 50 cubic foot closet, while manufacturers of HPWH
units recommend installation in a space of at least 1000 cubic feet. This closet is also probably too small to install the recommended 80 gallon unit
that would be required to make up for the longer recovery time of a HPWH. In my case, | would presumably have to relocate the water heater to my
garage on the opposite side of the house, with significantly increased plumbing costs, in addition to the additional high capacity electrical circuit. My
home is located in a large housing tract where this is a common situation.

3. As mentioned in several places in the staff report, the costs associated with replacing a gas-fired furnace with a heat pump space heater
assumes that the home already has the refrigerant plumbing, outside pad and condensate drains associated with a pre-existing air conditioning
system. Homes without existing AC will incur additional costs to add those facilities. Many older homes in Menlo Park do not currently have air
conditioning installed, so installation of a heat pump system will incur those greater costs.

4. As mentioned on page F-1.59, "The fuel substitution measures are not cost-effective on their own based on the On-Bill approach”, and this
applies to both water heaters and space heaters. Later, the report describes that using the TDV cost analysis, which includes the "social costs" of
GHG production, some of the alternatives are cost effective. Since most homeowners will easily understand the On-Bill analysis which shows that
the heat pump equipment will directly cost them more than the gas-fired equipment over a 30 year time frame, the City will need to do a lot of
consumer education to explain the significance of the TDV analysis, which reaches a different conclusion.

5. Also on page F-1.59 there is a comment that if a new PV installation is included, then some of the heat pump conversions become cost effective
using On-Bill analysis. This ignores the fact that some home sites are ill-suited to rooftop solar installations due to shade from large trees or other
limitations, and the fact that adding the cost of solar PV to their remodeling project may exceed the budget of many homeowners, even it does
ultimately pay off over 30 years.

6. This subject has received very little public exposure in Menlo Park, and as suggested in the Staff Report, the City should launch a comprehensive
public education effort to engage the public before enacting any new rules. Enacting a prohibition on new gas appliances without significant
community discussion will generate a huge backlash.

Thank you for considering my comments on this matter.



Agenda item F1
Savita, resident

Please stop this effort to electrify existing and future buildings in Menlo Park. This is not only an
overreach but it makes no logical sense. Hopefully you are aware of the blackouts, brownouts and
failures of the electric power grid that we are already facing. We cannot become so dependent on a
single source of energy. The requirements of this proposal are far too onerous. Home owners cannot
simply swap out gas appliances for electric ones. If they do so, especially for major appliances like
HVAC or water heating, they may be required to retrofit the entire electrical system for their home,
costing hundreds of thousands of dollars. There is already a shortage of contractors available. PG&E
is backed up and has difficulty delivering on requests as it is. This pursuit of turning the whole world
"electric" needs to stop. You are actually harming our city with such proposals.



Agenda item F1
Gail Sredanovic, resident

| am writing in support of vigorous environmental action and am generally in support of ordinances
that require replacement of gas appliances by electric when they come up for replacement or when
the property is sold. | have some concerns for the complaints of some homeowners of potentially
very burdensome expenses and hope this can be address so as not overburden residents, especially
if they are low income. It seems that we all need a little more information before putting together a
detailed plan.

For sure it seems not a heavy burden to replace gas stoves with electric stoves in the circumstances
described.



Agenda item F1
Eduardo Pelegri-Llopart, resident

| support a move towards full electrification in Menlo Park.

| am providing the perspective of a single-family household. This is my second comment on this
topic. The first one was focused in the challenges of households switching to electrical power. This
one builds on some of that experience and on the impact of drought in our ability to generate
hydroelectric power.

I'd encourage the city to facilitate further the installation of solar powers and batteries in our
residences. This has multiple benefits:

* Photovoltaic power is clean power

* Batteries produce power after hours

* This reduces the cost of electric power to the households

* And this eliminates one of the factors limiting the conversion of house appliances to electric power.

Thanks for listening to this comment



Agenda item F1
Sue Kayton, resident

Please do not require replacing electric appliances with gas, except for brand-new construction or
extensive remodels. Most older homes do not have sufficient electric service, and it can cost $10,000
- $25,000 to drop new electric service from the utility pole, replace the circuit breaker panels, break
open the walls to run new wires, etc. Due to the difference in size of electric appliances, it may even
be necessary to reconfigure kitchen cabinets and take away closet space inside a house, or move a
water heater outdoors.



Agenda item F1
Sarah Bjorkman, resident

| am not supportive of the initiative to mandate 95% of users in Menlo Park to convert to all electric
appliances.



Agenda item F1
Darlene Pylkkanen

| am an apartment building owner in Menlo Park. | oppose the mandate to electrify all appliances in
MP. This will create a hardship for many who currently have gas appliances who can not afford to
make the upgrade needed to support a replacement of an electric water heater or stove. Changing a
gas water heater or stove to electric is not a small feat. It requires running 220 volt line and
upgrading an electrical panel. These are costly upgrades. In addition, we already have rolling
blackouts for PG&E so | don't believe our electrical provider will be able to support the electric
demand with an electrification mandate. This is simply a bad idea.



Agenda item F1
Kevin Guibara, resident

Dear Council,

Please consider the hardship caused to residents vs. the potential gains. Changing all appliances to

electric is not a reasonable action, saves very little greenhouse gas emissions and has enormous
cost relative to the benefit.

This is an overreach of government. | do not want you to micromanage my life and all my actions.



Agenda item F1
Michael Barclay, resident

Please be very careful when imposing electrification requirements on existing homes, and especially
don't underestimate the costs of electrification. For an older home, swapping an existing gas dryer or
water heater for electric ones isn't as simple as replacing a $500-$1000 appliance. Many older
homes will require upgraded electrical service to handle the new appliances. That upgraded service
will often require extensive work, such as new electrical panels, new 240V power, and new wiring. If
the house has a slab foundation, that could require ripping up the foundation and putting in a new

foundation to run the wiring. If the City intends to pay for these retrofits, make sure the budget
permits it.



Agenda item F1
Michael DeMoss, resident

At the next meeting on “Banning Gas” please publicly answers these questions, and email me a copy of the
answers:

1) What will the typical family of 4, "all electric" homeowner, pay for electricity as compared to the existing home
with gas heating, gas water heater, etc. if this plan was implemented today?

2) What energy source produces the current electricity in Menlo Park?

3) What energy source will be used to produce the additional electricity needed to replace gas usage?

4) isn't it better to have gas AND electric in case one of them fails, as happened in the recent blackouts?

5) Where has this has been tried and what was their findings? (reported conclusions )?

6) Has this been placed on a ballot for public approval. Is it legal to impose building restrictions based on politics?
(there are 2 opposing sides to the question of climate change)

7) Will the city pay homeowners for the cost of conversion to electric, including electrician services and possibly
remodeling expenses?

8) if an adjoining city or state does NOT implement "all electric" will businesses and individuals leave our city, in the
same way many Californians have moved away because of oppressive Covid-19 lockdown restrictions?

9) If you are a believer in preserving our environment, as | am, shouldn't we find ways to accomplish this without
dividing us even further?

10) Will Council members who vote to ban gas, pledge to immediately convert their homes and businesses to
electricity?

10) Will Menlo Council members Publicly condemn China, India and other polluters, and demand that they ban gas
and impose similar environmental restrictions?

Thanks,

Mike DeMoss

Attorney

Menlo Park, CA

Email: Lawreview@mac.com
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Agenda item F1
Michael DeMoss, resident

Warning from PG&E Saturday 8/28/2021
Dear Valued Customer:
To help you and your family prepare and stay safe during potential power outages, information and resources are available.

We know how important reliable energy is to you and your family. That is why we are working nonstop to make our system safer and more resilient.
Power outages can happen at any time due to things like emergency repairs and active wildfires, so it is important to be prepared ahead of time. To keep you and your family safe during outages, here
are some tips to consider:

Health
« Restock your first aid supplies.
+ Plan for medications that require refrigeration.

Technology
 Use a portable charger to power cell phones and stay in touch.
+ Use flashlights, not candles, to navigate in the dark.
» Keep two extra sets of batteries on hand and
consider using a battery-powered radio.

Food

« Use coolers to keep food cold while the power is off. « Have a stock of shelf stable foods and drinking

water. Be sure to include food for all members of your household, including pets.

Home
« Build and/or restock your supply kit using the Emergency Supply Kit Checklist.
* Have a backup key to replace electronic keys, locks and doors which need power to operate.

You can also stay informed with outage alerts. Sign up to be notified of an outage in your area and when to expect service to be restored. Notifications can be received by text, phone or email. To set up
outage notifications, sign into your account and update your contact information
at pge.com.

To prepare and practice an emergency plan,
visit safetyactioncenter.pge.com. For more safety tips, visit pge.com/emergencypreparedness.

Sincerely,

PG&E Community Wildfire Safety Team

Based on the above warning from PG&E, dated Saturday 8/28/2021, “banning Gas is irresponsible”.

Please submit this “gas ban” ordinance to the legal counsel for the city to determine if the city has the legal authority to impose rules that are based on environmental assumptions that are subject to
honest debate.

| believe that the legal advice will advise, as | would, that the council: Submit the “NO GAS” “question/ordinance” to a ballot. Let the people that are affected decide something that is this important.
Otherwise, the city will probably end up in a lawsuit for exceeding their authority.

This is a divisive issue. Banning gas has

adverse health and economic outcomes.

Read the PG&E warnings above:

“Plan for medications that require refrigeration.”

» Use a portable charger to power cell phones and stay in touch.
+ Use flashlights, not candles, to navigate in the dark.

» Keep two extra sets of batteries on hand and consider using a battery-powered radio.

Do we really need to endure these unnecessary health and safety hazards?

Backup electric home and business generators are powered by GAS. Banning GAS is illogical.
Anyone who wants to disconnect their home or business from gas is free to do so.

We are still “ The Land of the Free”

This proposed gas ban appears to be politically motivated, and is not otherwise justified.
Michael DeMoss Attorney

Menlo Park, CA
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Linh Dan Do, resident

To Mayor Combs and the Members of the Menlo Park City Council:
Thank you for considering the EQC’s recommendations on building electrification this evening.

Today was a beautiful day - blue sky, cool temperatures, sparkling sunshine. It was a welcome
respite from the past few weeks of haze, ash, and smoke. However, | am under no illusions that
everything is fine and that we don't need to act. We DO need to act, and like others in our community,
| am looking to the City Council to approve the EQC’s recommendations on building electrification -
prohibit the installation of new gas equipment in homes & buildings throughout the city.

As a society, we banned DDT in 1972 because of its adverse effects on wildlife. We banned leaded
gas in 1996 because it was damaging brain development in our children. We transitioned away from
burning coal because it was causing acid rain and spewing pollutants into the air. Once believed to be
a “better” fossil fuel, it is now known that natural gas is responsible for releasing methane, an
extremely potent greenhouse gas and contributor to climate change. California has a history of
leading the nation on environmental action. It is now time for California, and Menlo Park, to take the
lead by banning natural gas.

Thank you.



Agenda item F1
Melissa Whitenight, resident

Dear Council Members,

Please do NOT pass this recommendation across Menlo Park! To be succinct - here are the main
reasons to keep natural gas as an energy source for our town:

Energy Cost Reduction.

Energy Efficiency.

Environmentally Cleaner.

Heats Quicker.

Natural Gas is Paid for After Usage.

Continues to Work During Power Outages!

Perfect for Clean, Beautiful, and Warm Fireplaces.

Natural Gas Sourcing Rarely Requires any Foreign Imports.

First and foremost, California has, at best, an unreliable energy grid...exorbitant PG&E costs, fires
and routine rolling brown-outs during the hottest time of the year are perfect examples of this short-
sighted thinking but coupled with all the new housing units, cars and people in our little town is a
perfect recipe for disaster.

While | acknowledge your desire to be among the first to go "all in" on electric, | am begging you to
consider the exorbitant costs associated with this plan and the impact that will take on many of our
residents that cannot afford it for one reason or another. Natural gas is the cleanest, safest, most
efficient and cost effective form of energy - at the moment - to power our homes, pools, schools,
businesses and appliances.



Agenda item F1
Robert Gould

(Statement of Dr. Robert Gould (SF Bay PSR), Menlo Park City Council, August 31, 2021)

I’'m Dr. Robert Gould. After working as a Pathologist for over 30 years since 2012, I've been an Associate Adjunct Professor at UCSF School of Medicine, working
in our Program on Reproductive Health and the Environment. I've been on the National Board of Physicians for Social Responsibility (PSR), since 1993, serving
twice as President in 2003 and 2014.

Since 1989 I've also been President of San Francisco Bay PSR, for which I'm speaking today, representing hundreds of health professionals throughout our

region, who speak for the health of our patients and communities, who are increasingly impacted by the unfolding public and environmental health impacts of
global warming, and clearly connected issues of air pollution. Because of this we support rapid electrification of our infrastructure provided by renewable and

sustainable, non-nuclear sources, as replacement for natural gas, in support of climate, respiratory and cardiovascular health.

Affordable and energy efficient housing is a public health imperative. The just released assessment by the Intergovernmental Panel on Climate Change is
unequivocal in its call for urgent action to ensure an energy efficient and fossil free future. Creating market-based and other incentives to reduce reliance on gas
appliances is health protective, not only in their climate benefits of moving away from fossil fuel extraction use, but also because gas stoves and other appliances
can be a large source of toxic pollution in homes, reaching levels of pollution that would be illegal in outdoor settings. Children, especially those of color, are
particularly at risk of respiratory illnesses, such as asthma, associated with gas appliance pollution, and lower income households may be at higher risk of
exposure.

As such, we strongly support the recommendations made by Menlo Park’s Environmental Quality Commission calling for:

1. Enacting an ordinance prohibiting the installation of new gas equipment in homes &
buildings throughout the city;

2. Protecting low-income residents through proposed “Equity Guardrails” (a full home electrification program for 1500 LMI households funded by the UUT or other
funds); and,

3. A suite of programs to ease and assist home- and building owners with electrification.

In summary, we at SF Bay PSR urge you to use this critical opportunity to demonstrate

the City of Menlo Park’s leadership and commitment to rapidly develop the more economical, pollution-free buildings we need now for the optimal public,
environmental and climate health we and future generations so deserve.

Sincerely,

Robert M. Gould, MD

President
San Francisco Bay Physicians for Social Responsibility



Agenda item F1
Margaret Osborn, resident

Dearest Council Members,

| vehemently Oppose, vehemently Oppose the Ban of Natural Gas in Menlo Park.

No one has the power to dictate what appliances | use in my home.

| come from an immigrant family who fled a government that dictated what was is good for the
masses.

STOP! | oppose the ban on Natural Gas.



Agenda item F1
James Tuleya

Honorable Menlo Park Leaders,

I am an on-the-ground energy industry expert who works directly with residents of Menlo Park and others in PG&E's territory, and | would like to ask you to strongly support your
EQC's set of recommendations to meet the city's goal of electrifying 95% of its buildings by 2030.

From both my work and community service experience, the EQC's recommendations will provide a very feasible, cost-effective, smart path forward that is needed now and that will
benefit the residents and businesses of Menlo Park. While these steps will be challenging, they will not lead to significant burdens or risks to members of the community and will
provide a cost-effective way to help residents and businesses be best prepared and resilient for the future. Supporting the EQC recommendations also will provide your city's
needed ongoing leadership to our region and state in showing the way to keeping communities thriving, safer and healthier in the face of increasing climate disruption and the other
proven harms caused by burning fossil fuels in our homes and other buildings and from the related methane leaks throughout the lifecycle of fossil fuel extraction, distribution and
end-use.

Within PG&E's set of customer energy programs, I've worked almost the past dozen years designing and implementing energy programs that save energy and money for
businesses and residents -- about eight years at PG&E and the last four with the free Homelntel program that Home Energy Analytics runs for PG&E to serve residential customers,
including those of Peninsula Clean Energy. My experience is also informed from serving as Vice-Chair of the City of Sunnyvale's Community Advisory Committee for their recent
climate action plan update and as a member of Silicon Valley Clean Energy's Customer Programs Advisory Group. For this and other expert input provided to help the regional
community over the past five years, | earned one of only two SVCE 2021 Community Energy Hero Awards.

As an Energy Coach for the free Homelntel program, | have worked directly with hundreds of Bay Area residents to help them understand their home energy usage and costs and to
find ways to save energy and money through energy efficiency. And since there are proven and available electric appliance technologies that are dramatically more energy efficient
than the best fossil-fueled options for any home appliance, I've already worked closely with dozens of city and regional residents on how to make smart upgrades to their homes by
choosing to Go Electric and how to operate these more-advanced electric appliances cost-effectively. My experience has shown that these improvements to existing homes can be
challenging, but they benefit from information, guidance and planning ahead -- and they are clearly feasible without significant burden to most people. And as the EQC recommends,
disadvantaged residents would benefit from some additional city support in some cases.

While we all know that the changes that come with progress can be puzzling and uncomfortable for many people, that can be eased with good information, guidance and other
support that needs to continue to be developed and offered to the community. As is envisioned by the EQC's excellent set of recommendations, while this community support
continues to accelerate from local, regional, state and national entities, more bold, rational action is needed now to provide for the best future for the community of Menlo Park and
beyond.

| implore you to please continue to demonstrate the necessary informed leadership for your city, our region and our state by voting to support the EQC's well-informed and well-
reasoned recommendations for the smart path to upgrade Menlo Park's buildings to be safer, more-healthy, more-resilient and to operate more cost-effectively.

Thank you for your consideration.

Kind Regards,
James

James Tuleya
Resident of nearby Sunnyvale and serving Menlo Park resident clients through the free Homelntel energy savings program provided by PG&E



Agenda item F1
Rich Wipfler, resident

This is an excerpt from the Staff Report under consideration in this agenda item, Page F-1.4
"Menlo Park’s noise and building setback regulations likely need to be modified to accommodate
building electrification needs as some heat pump equipment require more space and some models of

heat pumps exceed the city’s noise ordinance requirements."

| object to the first of the two proposals.

Adjusting the building setback regulations makes sense but allowing more intrusive noise levels for
adjacent neighbors to say nothing of noise levels heard at the street detracts greatly from the great

privilege that we enjoy, the privilege of living in a serene city. Please resist the urge to make our
neighborhoods noisier.

And while you're at it how about banning gas-powered leaf blowers in Menlo Park?



Agenda item F1
Rich Wipfler, resident

At the most recent meeting of the Environmental Quality Commission one or more of the
commissioners suggested that the 95% Electrification rules should be adopted very rapidly by the
City Council in order to prevent too many residents from anticipating the proposed code changes and
replacing their aging gas-fired appliances with new gas-fired units in advance of the implementation.
| urge the City Council NOT to rush the process but rather to take the time to do it right. The proposed
changes, especially the house electrification retrofits that are triggered by appliance failure, are
fraught with details and subtleties that will cause homeowners to spend money unwisely if the City
doesn't sweat the details. Sweating the details may prolong the process but that's the price we need
to pay for being in the vanguard of city electrification.

Menlo Park will set a benchmark if we do it right. If we rush it and do it wrong then other cities will be
discouraged from following an aggressive electrification path.



Agenda item F1
Dave Sharp, resident

To The City Council:

This ill-conceived natural gas ban proposal being rushed through under the cover of summer (when most people are not paying attention) needs to be stopped dead in its tracks at today’s City Council
Meeting.

Look at the City Manager’s Report — all the holes in this proposal are right there in plain sight:
1) The financials used to justify this are highly rigged/biased/unrealistic in 4 main ways:

First, a 30 year equipment life expectancy for residential heat pumps? No way!
Heat pump hot water heaters only last 10-15 years (12.5 years on average), while heat pump space heaters only last 10-20 years (15 years on average).
Don’t believe me? A simple Google search will reveal the truth.

Second, generous PCE BayREN rebates are included, with no guarantee that they will be still around when people are forced to make this costly transition.

Third, as pointed out later in the report, costly building upgrades may be required in terms of additional wiring and electrical panel upgrades — and those are not accounted for in the analysis.
I myself have a 20 year old house (not that old) that | would put solar on except for the fact that the associated electrical upgrades needed ($5000+) make it a no-go economically. I'd be looking at that
same 5k “hidden cost” under this proposal — no thanks!

Fourth and finally, the cost of electricity keeps on steadily rising, and will continue to rise as wildfire response and cleanup costs (owing to PG&E’s incompetence) and prevention costs (including the $20
billion PG&E now plans to spend to bury 10,000 miles of power lines to reduce wildfire risk) are factored in. That needs to be taken into account in this analysis.

Bottom-line: The financials used to justify this aren’t worth the paper they are printed on!
2) They don’t even try to financially justify the conversion of clothes dryers and gas stoves (because they can’'t — from the report: “These were not found to be cost effective”).

3) The ban isn’t even going to yield great results — from the Report:

“It is important to note that an ordinance to prohibit the installation of new gas equipment in buildings would yield the least amount of greenhouse gas emission reductions compared to other options
studied (except for electric ready requirements.)”

and later on:

“It is important to note that no one electrification policy or program will be the silver bullet to achieve 95 percent electrification of the existing building stock by 2030.”

4) Excessive noise is now going to be allowed to accommodate heat pumps — from the Report:
“Menlo Park’s noise and building setback regulations likely need to be modified to accommodate building electrification needs as some heat pump equipment require more space and some models of heat
pumps exceed the city’s noise ordinance requirements.”

5) Heat pump water heaters are not yet ready for prime-time — from the Report:
“For heat pump water heaters, contractor knowledge is still relatively low making it difficult in some cases to find an available and knowledgeable contractor.”
Sorry, but | don’t want to be a guinea pig for contractor training.

6) Berkeley — the most environmentally progressive city out there — isn’t even pushing things as fast as Menlo Park is trying to do — and it’s not even close. Per the Report, they are taking a phased
approach that stretches out to 2045 with a first phase (from 2021-25) that involves “community engagement, pilot projects, education campaigns, well trained job force, additional incentive programs, and
larger scale financing programs, and collaboration with regional and state partners” And their second phase would include requirements/mandates implemented “only after accessible funding and
financing programs are in place or the upfront costs of electrification reach parity with gas infrastructure.”

You know that you’re “off the rails” when you're off to the left of Berkeley on something

Bottom-line: You need to send this proposal packing, City Council members — or else in this time of recall mania, you will each find yourself a target once word gets out of what this proposal involves and
just how bad (and costly) of a mandate it is.

Dave Sharp
MP Resident



Agenda item F1
Bruce Hodge

I’m writing in support of electrifying Menlo Park’s building stock. In order to avoid catastrophic climate
change, we need to avoid putting into service any new fossil-fueled devices in buildings.

Currently, it's sufficient to simply replace devices at their end-of-life with ultra-efficient electric
devices. The two most important device classes to focus on are water heaters and furnaces.

The operation cost of gas vs. new electric devices is about the same. The additional upfront cost
required to electrify can be financed via low-interest loans, just as we finance long-term costs such as
buying a house or building.

The City of Menlo Park should work together with Peninsula Clean Energy to provide on-bill financing
and installation programs that make it easy for building owners to upgrade on a per-device basis.
Carbon Free Palo Alto has designed a program called BE Smart that can serve as a template for
these next steps.

BE Smart - https://tinyurl.com/txpxn328
Act today, do not delay!
Bruce Hodge

Founder, Carbon Free Palo Alto
hodge@tenaya.com



Agenda item F1
John Wu, resident

| strenuously object to the plan mandating replacement of gas appliances with electric. It's a radical
proposition juxtaposed with PG&E's current inability to provide inexpensive, reliable electricity.
Functionally, a local effort of this sort is unlikely to have any significant effect on the global
environment; it's an insignificant drop in the ocean when compared to the unrestrained emissions
coming from places like China and Congress. If adopted, the new rules would inflict heavy costs and
regulatory impositions on homeowners and businesses, while not accomplishing anything of
environmental significance.

While an effort has been made to quantify costs inflicted by the new requirements, estimates can be
notoriously unreliable (think high-speed rail) and there are outside factors that aren't well addressed
in the plan. | only skimmed through the proposal, and forgive me if | missed it, but | didn't see a
chapter addressing the problem of PG&E, a huge wildcard. Our electricity costs are among the
highest in the nation and we already suffer from periodic rolling blackouts and forest fires caused by
deficient power lines. There are also natural and man-made electromagnetic events that could
adversely affect, or disable, electrical grids. Shifting everything over to electricity is forcing a lot of
eggs into one basket. And the basket is suspended in the air by a cherry-picker operated by PG&E.
Is anyone nervous about that or what?

In summary, | believe the EQC proposal is ineffective and carries a high potential cost. It's an
expensive nuisance that won't accomplish anything except expense and nuisance. It's also
dependent on PG&E, which has demonstrated a notable propensity to fall short of even its basic
goals: giving us reliable, cheap electricity and not burning down our forests. | hope the town will
reject the proposal in its entirety, rip it up, burn it and then pour water on it so it doesn't start a forest
fire. Oh, and not on a clean air day.



Agenda item F1
Brian Boate

| support the proposed policy and recommend immediate action.



Agenda item F1
Cynthia Cima-lvy, resident

The report, while well-intentioned, seems to gloss over both the cost and delay associated with
mandating gas appliance replacement with electrical, upon mere failure, rather than during a major
remodel. The city cannot simply spring a month-plus long project and thousands of dollars of
additional expense on someone who has just lost their hot water or furnace or cooktop. It's no wonder
the city report actually assumes residents will ignore the permit requirement! (pF-1.10). This is a very
odd way to encourage people to do the right thing by the climate. | sent an email to the city council
address which has more specific comments based on first impressions of this proposal, and also
some personal experiences that might illustrate the kind of convincing the city will have to do in its
desire to fully electrify in a place not known for its reliable electrical grid. Please think this through and
come up with a plan that will actually achieve the goal, not encourage people to ignore it. There are
many issues associated with these changes, for example, such as the additional noise of heat
pumps, that should not be casually addressed with an offhand reference to an unspecified change in
the noise ordinance. The city should want to encourage a harmonious transition to clean electric, not
foment discord and a resistance to change, which | feel this particular proposal will do.
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Kathy Neuman, resident

Dear MP Council,

In addition to the concerns my husband and | raised via e-mail on 8/30/21 (from 'engrwip@aol.com'),
please take note of the excellent list of "further considerations" by TRC on Page F-1.129 of the staff

report.

ltem #6 - to achieve "early wins" - stood out in particular as very good advice.

Both of the consultant reports make note of the "gaps in analysis" relating to electrification of existing
homes with gas furnaces and gas water heaters in interior spaces. Modifications in these homes will

be much more challenging than those with gas furnaces and gas water heaters in the garage.

Perhaps there is an "early win" to be achieved by focusing initially on existing homes with gas
furnaces and gas water heaters in the garage?

Then tackle the approach to the existing homes with equipment in interior spaces when the EQ
Commission has completed their analysis of this "gap" - and has more real-life experience with the
homes that fall into the "early wins".

Thank you very much for holding this study session on such an important subject.

Sincerely,

Kathy Neuman



Agenda item F1
Randy Avalos, resident

The EQC has explicitly stated in their meetings their goal is to lead by example for the rest of the state. What Menlo Park does will not make a
difference in climate change, but if others can copy Menlo Park then maybe it can feasibly make a difference.

It is an ambitious and well intended belief. However, this lacks two fundamentally things to realize that leadership dream.

1. Household and public engagement. A carrot and stick, that is heavy on the stick, mentality has not proven to be successful in over a century of
electrification. Community engagement and buy in is the most meaningful way to set about change. Historically this has required household level
engagement, not just advertising at a market or worse yet waiting until a formalized and constrained council meeting. A council meeting and format
will only serve to entrench beliefs. If councilors believe in this change, the community is best served by them getting out on the street and explaining
block by block. Engaging households to bring about electrification has over a century of examples of failure and success. The current
recommendation neglects this experience. Please take time to learn from the past or we will repeat the failures.

2. Scalability. A wealthy community can subsidize and bear the explicit and implicit taxes for this forced change. There will of course be those at the
margins that cannot bear the cost, and who will not qualify the subsidies, thus forcing them out of compliance and/or the community. | hope the
Council sees this exclusion as something that cannot be tolerated. These burdens are much harder to bear in communities with average or below
means. Infrastructure is difficult and costly to change once implemented. Yet no testing or even engineering design looks to have been done at
small block scale to determine what will fail at a block level. No thought is given to how this can scale. Much less has any thought been given to how
this community will communicate the success and failures to other communities across this state.

Please advise the EQC to work through historical examples of community engagement to develop a context for engagement. Conduct field studies
on what works and what does not work in specific neighborhood engagements so that when council goes block by block they have a framework to
work.

Advise EQC to work with planning commission and city planning on defining key restrictions. Advising residents on specifics such as not upgrading
panels, before considering system design and implementation design, is a terrifying and short sighted recommendation. Invest in small scale test to
address potential solutions to scaling issues. Report on findings to the public and council. Much more work is needed.

Explicitly design a way to engage other communities so that they can learn from our process, what works, and importantly what does not. If the goal
is to lead, then design to lead.

Acting just to act will have unintended consequences. Acting with purpose will require much of your time and dedication. Both may benefit a
politician but only one requires the cost of being a leader.

Please act and engage thoughtfully,
Randy
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Bret Andersen

Please support the continued work of the EQC on the transition to all-electric buildings by 2030. | am
commenting as a resident of neighboring Palo Alto and member of Carbon Free Palo Alto.

The majority of people in the Bay Area share Menlo Park’s sense of obligation to do our part to
reduce the bulk of local fossil fuel use by 2030. Our communities must electrify the bulk of existing
buildings by 2030. But it is not easy. And telling folks that they should switch to electric without the
policy and programs required to make it feasible for them raises valid concerns.

Your EQC has laid out a clear and actionable way to move forward at the necessary scale and bring
the benefits of electrification equitably to all members of your community. Their policy proposal to

prohibit the installation of new gas devices with programs to make that easy for residents is the only
way forward to meet the 2030 goal.

We applaud Menlo Park for serving as an example and inspiration to Palo Alto and other communities
by taking the mass electrification need in the fight against global warming seriously.

Sincerely,

Bret Andersen, Carbon Free Palo Alto



Agenda item F1
Wendy McPherson, resident

| applaud the city for trying to move forward on the climate change issue. However, | think we are at
the ‘premature’ stage. There are too many unanswered questions and issues to be resolved not the
least of which is grid capabilities. And a big financial one! It is one thing to be on the cutting edge of a
technological/environmental issue and another to be on the bleeding edge. Menlo Park residents will
be on the bleeding edge.



AGENDA ITEM G-1
City Councill

SPECIAL MEETING MINUTES - DRAFT

Date: 7/20/2021
ey or Time: 5:00 p.m.
MENLO PARK Location: Zoom
Closed Session
A. Call To Order
Mayor Combs called the meeting to order at 5:06 p.m.
B. Roll Call
Present: Combs, Mueller, Nash, Wolosin
Absent: Taylor
Staff: City Manager Starla Jerome-Robinson, City Attorney Nira F. Doherty, and Attorney
Martin Ambacher from McNamara, Ney, Beatty, Slattery, Borges & Ambacher LLP
C. Agenda Review
No changes.
D. Closed Session
D1.  Claimant: Lexington Insurance Company/San Mateo County Schools Insurance Group
Agency Claimed Against: City of Menlo Park
E. Adjournment

Mayor Combs adjourned to the closed session at 5:11 p.m.

Special Session

F.

H1.

Call To Order

Mayor Combs called the meeting to order at 5:58 p.m.

Roll Call

Present: Combs, Mueller, Nash, Wolosin

Absent: Taylor

Staff: City Manager Starla Jerome-Robinson, City Attorney Nira F. Doherty, City Clerk Judi

A. Herren
Presentations and Proclamations
Proclamation: Menlo Park Historical Association 50th Anniversary (Attachment)

e Pamela Jones spoke in support of the proclamation and expressed gratitude to the City Council
for their support of the Menlo Park Historical Association.
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Mayor Combs read the proclamation (Attachment).

Menlo Park Historical Association President Tim Johnston accepted the proclamation.

Consent Calendar

Accept the City Council meeting minutes for June 10, 15, 22, 28, and 29, 2021 (Attachment)

Adopt Resolution No. 6644 approving grant of easement to the United States of America for
construction of a water control structure within Bedwell Bayfront Park for the South Bay Salt Pond
Restoration project and authorize the city manager to execute the easement agreement

(Staff Report #21-138-CC)

Adopt Resolution No. 6646 authorizing the city manager to execute an agreement with California
department of education to reimburse the City for Belle Haven Child Development Center
operational costs in fiscal year 2021-22 (Staff Report #21-141-CC)

Adopt Resolution No. 6647 modifying the City Council’s regular meeting schedule to include August
17 and 31, 2021 (Staff Report #21-142-CC)

ACTION: Motion and second (Nash/Wolosin) to approve the consent calendar, passed 4-1 (Taylor absent).

J.

J1.

Public Hearing

Hold a public hearing and consider any protests related to the collection of the stormwater regulatory
fee on the tax roll; adopt Resolution No. 6645 authorizing the collection of the stormwater regulatory
fee on the tax roll at the existing rates to implement the City’s stormwater management program
(Staff Report #21-140-CC) (Presentation)

Assistant Engineer Scott Jaw made the presentation (Attachment).
The City Council received clarification on the number of protests received.

ACTION: Motion and second (Nash/ Wolosin) to adopt Resolution No. 6645 authorizing the collection of the
stormwater regulatory fee on the tax roll at the existing rates to implement the City’s stormwater
management program, passed 4-1 (Taylor absent).

K.

K1.

K2.

Informational Items
City Council agenda topics: August 2021 (Staff Report #21-139-CC)

o Pamela Jones requested clarification on when reimaging the police department will come before
the City Council.

Recruitment status report as of July 14, 2021 (Staff Report #21-143-CC)

Web form public comment on item K2 (Attachment).
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L. Adjournment

Mayor Combs adjourned the meeting at 6:24 p.m.

Judi A. Herren, City Clerk

City of Menlo Park 701 Laurel St., Menlo Park, CA 94025 tel 650-330-6600 www.menlopark.org Page G-1.3



City Council Special Meeting Minutes — DRAFT
July 20, 2021
Page 4

NOVEL CORONAVIRUS, COVID-19, EMERGENCY ADVISORY NOTICE

On March 19, 2020, the Governor ordered a statewide stay-at-home order calling on all individuals living in
the State of California to stay at home or at their place of residence to slow the spread of the COVID-19
virus. Additionally, the Governor has temporarily suspended certain requirements of the Brown Act. For the
duration of the shelter in place order, the following public meeting protocols will apply.

Teleconference meeting: All members of the City Council, city staff, applicants, and members of the public
will be participating by teleconference. To promote social distancing while allowing essential governmental
functions to continue, the Governor has temporarily waived portions of the open meetings act and rules
pertaining to teleconference meetings. This meeting is conducted in compliance with the Governor
Executive Order N-25-20 issued March 12, 2020, and supplemental Executive Order N-29-20 issued March
17, 2020.

e How to participate in the closed session and regular meeting

e  Submit a written comment online up to 1-hour before the meeting start time:
menlopark.org/publiccommentJuly20 *

e Access the meeting real-time online at:
Zoom.us/join — Meeting ID 998 8073 4930

e Access the meeting real-time via telephone at:
(669) 900-6833
Meeting ID 998 8073 4930
Press *9 to raise hand to speak

(670) Written public comments are accepted up to 1-hour before the meeting start time.
Written messages are provided to the City Council at the appropriate time in their meeting.

e Watch meeting:
e (Cable television subscriber in Menlo Park, East Palo Alto, Atherton, and Palo Alto:
Channel 26
e Online:
menlopark.org/streaming

Note: City Council closed sessions are not broadcast online or on television and public participation is
limited to the beginning of closed session.

Subject to Change: Given the current public health emergency and the rapidly evolving federal, state,
county and local orders, the format of this meeting may be altered or the meeting may be canceled. You
may check on the status of the meeting by visiting the City’s website www.menlopark.org. The
instructions for logging on to the webinar and/or the access code is subject to change. If you have difficulty
accessing the webinar, please check the latest online edition of the posted agenda for updated information
(menlopark.org/agenda).

According to City Council policy, all meetings of the City Council are to end by midnight unless there is a
super majority vote taken by 11:00 p.m. to extend the meeting and identify the items to be considered after
11:00 p.m.
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City Councill

SPECIAL MEETING MINUTES - DRAFT

Date: 7/29/2021
ey or Time: 5:00 p.m.
MENLO PARK Location: Zoom
Special Session
A. Call To Order
B. Roll Call
Present: Combs, Mueller (arrived at 6:34 p.m.), Nash, Taylor, Wolosin
Absent: None
Staff: City Manager Starla Jerome-Robinson, City Attorney Nira F. Doherty, City Clerk Judi
A. Herren, Police Chief Dave Norris
C. Study Session
C1.  Community conversation on reimagining police services (Presentation)

Police Chief Dave Norris made the presentation (Attachment).

Web form public comment on item C1 (Attachment).

Lynne Bramlett spoke in support of fostering relationships between MPC Ready the Menlo Park
police department (MPPD) and using the housing element update to explore local housing
opportunities for public safety staff.

Jeff Fenton requested clarification on the decrease in MPPD staff and the resignation of former
Police Chief Dave Bertini.

Vicky Robledo spoke in support of healing the relationship between MPPD and residents as well
as utilizing volunteer patrols.

Katie Behroozi spoke in support of MPPD bicycle patrols with the use of electronic bicycles and
for MPPD staff and officers being a role model for residents.

Pamela Jones spoke in support of a report on MPPD officer mindfulness training and the issues
related to institutional bias.

Josue Moreno-Silva spoke on concerns related to police officers being intimidating and requested
clarification on plans to remedy the fear people have of police officers.

Soody Tronson spoke in support of MPPD reform and consideration on reevaluating all staff
where institutional bias is a problem.

Adina Levin spoke on former Police Chief Dave Bertini’s resignation and in support of reimaging
MPPD.

Phil Barre spoke in support of the conversation and the need to focus on Menlo Park public
safety.

Café Zoé owner Kathleen Daly spoke in support of MPPD reform and the need to understand
mental health for residents and MPPD officers.

Kevin Gallagher spoke in support of MPPD reform and requested clarification on the plan for
public engagement.

Paul Kick spoke on concerns of rule avoidance in Menlo Park parks and the impacts to residents
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safety related to non-residents and homeless.

o Gail Redanovic spoke on concerns related to mental health services not being available 24/7 and
immigration violation protocols.

e Tracie VanHook spoke in support of MPPD reform and the need for community input during
budgeting for reimagining MPPD.

e Alejandro Vilchez spoke in support of MPPD reform and encouraged open community
engagement.

e Miyko Harris-Parker spoke in support of MPPD reform, community input during the budget
process, and funding a community position in the MPPD.

e Mary Kuechler spoke in support of MPPD reform.

The City Council received clarification on the needed resources to start the process, timelines from
pilot programs, civil immigration violation policy, COVID-19 procedures, ShotSpotter, body camera
video release, realistic timelines, and the daily police log.

The City Council discussed Taser use, K-9 unit, mutual aid, the need for community engagement,
foot and bicycle patrols, impacts to services with reduced MPPD staff, revision of policies that
encourage racism and bias, advisory commission, current MPPD training and classes, the increase
of youth suicides, intimidation of police appearance, repetitive calls for service, the 2013 Belle
Haven Visioning Process, and a City Council subcommittee.
The City Council directed staff to return with a City Council Reimagining Public Safety Ad Hoc
Subcommittee with City Councilmembers Taylor and Wolosin serving, to be officially confirmed at a
regular Council session.

D. Adjournment
Mayor Combs adjourned the meeting at 8:31 p.m.

Judi A. Herren, City Clerk
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NOVEL CORONAVIRUS, COVID-19, EMERGENCY ADVISORY NOTICE

On March 19, 2020, the Governor ordered a statewide stay-at-home order calling on all individuals living in
the State of California to stay at home or at their place of residence to slow the spread of the COVID-19
virus. Additionally, the Governor has temporarily suspended certain requirements of the Brown Act. For the
duration of the shelter in place order, the following public meeting protocols will apply.

Teleconference meeting: All members of the City Council, city staff, applicants, and members of the public
will be participating by teleconference. To promote social distancing while allowing essential governmental
functions to continue, the Governor has temporarily waived portions of the open meetings act and rules
pertaining to teleconference meetings. This meeting is conducted in compliance with the Governor
Executive Order N-25-20 issued March 12, 2020, and supplemental Executive Order N-29-20 issued March
17, 2020.

o How to participate in the meeting

e  Submit a written comment online up to 1-hour before the meeting start time:
menlopark.org/publiccommentJuly29 *

e Access the meeting real-time online at:
Zoom.us/join — Meeting ID 997 7407 7462

e Access the meeting real-time via telephone at:
(669) 900-6833
Meeting ID 997 7407 7462
Press *9 to raise hand to speak
Written public comments are accepted up to 1-hour before the meeting start time. Written
messages are provided to the City Council at the appropriate time in their meeting.

o Watch meeting:
e Cable television subscriber in Menlo Park, East Palo Alto, Atherton, and Palo Alto:
Channel 26
e Online:
menlopark.org/streaming

Note: City Council closed sessions are not broadcast online or on television and public participation is
limited to the beginning of closed session.

Subject to Change: Given the current public health emergency and the rapidly evolving federal, state,
county and local orders, the format of this meeting may be altered or the meeting may be canceled. You
may check on the status of the meeting by visiting the City’s website www.menlopark.org. The
instructions for logging on to the webinar and/or the access code is subject to change. If you have difficulty
accessing the webinar, please check the latest online edition of the posted agenda for updated information
(menlopark.org/agenda).

According to City Council policy, all meetings of the City Council are to end by midnight unless there is a
super majority vote taken by 11:00 p.m. to extend the meeting and identify the items to be considered after
11:00 p.m.
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City Council

SPECIAL MEETING MINUTES - DRAFT

Date: 8/16/2021
aTYor Time: 5:00 p.m.
MENLO PARK Location: Zoom

Closed Session

A. Call To Order

Mayor Combs called the meeting to order at 5:07 p.m.

B. Roll Call
Present: Combs, Mueller, Nash, Taylor, Wolosin
Absent: None
Staff: City Manager Starla Jerome-Robinson, City Clerk Judi A. Herren, Legal Counsel
Charles Sakai, Police Chief Dave Norris, Interim Human Resources Manager Kristen
Strubbe
C. Closed Session

C1. Closed session conference with labor negotiators pursuant to Government Code §54957.6 regarding
labor negotiations with the Menlo Park Police Officers’ Association (POA)

No reportable action.
D. Adjournment
Mayor Combs adjourned the meeting at 6:55 p.m.

Judi A. Herren, City Clerk
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NOVEL CORONAVIRUS, COVID-19, EMERGENCY ADVISORY NOTICE

On March 19, 2020, the Governor ordered a statewide stay-at-home order calling on all individuals living in
the State of California to stay at home or at their place of residence to slow the spread of the COVID-19
virus. Additionally, the Governor has temporarily suspended certain requirements of the Brown Act. For the
duration of the shelter in place order, the following public meeting protocols will apply.

Teleconference meeting: All members of the City Council, city staff, applicants, and members of the public
will be participating by teleconference. To promote social distancing while allowing essential governmental
functions to continue, the Governor has temporarily waived portions of the open meetings act and rules
pertaining to teleconference meetings. This meeting is conducted in compliance with the Governor
Executive Order N-25-20 issued March 12, 2020, and supplemental Executive Order N-29-20 issued March
17, 2020.

e How to participate in the closed session and regular meeting

e  Submit a written comment online up to 1-hour before the meeting start time:
menlopark.org/publiccommentAugust16 *

e Access the meeting real-time online at:
Zoom.us/join — Meeting ID 852 7343 5801

e Access the meeting real-time via telephone at:
(669) 900-6833
Meeting ID 852 7343 5801
Press *9 to raise hand to speak
Written public comments are accepted up to 1-hour before the meeting start time. Written
messages are provided to the City Council at the appropriate time in their meeting.

e Watch meeting:
e Cable television subscriber in Menlo Park, East Palo Alto, Atherton, and Palo Alto:
Channel 26
e Online:
menlopark.org/streaming

Note: City Council closed sessions are not broadcast online or on television and public participation is
limited to the beginning of closed session.

Subject to Change: Given the current public health emergency and the rapidly evolving federal, state,
county and local orders, the format of this meeting may be altered or the meeting may be canceled. You
may check on the status of the meeting by visiting the City’s website www.menlopark.org. The
instructions for logging on to the webinar and/or the access code is subject to change. If you have difficulty
accessing the webinar, please check the latest online edition of the posted agenda for updated information
(menlopark.org/agenda).
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City Council

REGULAR MEETING MINUTES - DRAFT

Date: 8/17/2021
ey or Time: 5:00 p.m.
MENLO PARK Location: Zoom
Closed Session
A. Call To Order
Mayor Combs called the meeting to order at 5:07 p.m.
B. Roll Call
Present: Combs, Mueller (arrived at 5:15 p.m.), Nash, Taylor, Wolosin
Absent: None
Staff: City Manager Starla Jerome-Robinson, City Attorney Nira Doherty, Assistant City
Attorney Nicholas Muscolino
C. Agenda Review
The City Council pulled items L1., L2., and N2.
Staff reported that items M1. and M2. will be presented together.
D. Closed Session
D1. CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION (Government Code § 54956.9)
Michael Zeleny v. Rob Bonta, et al (Case No. 17-cv-07357-RS)
Claimant: Michael Zeleny
Agency Claimed Against: City of Menlo Park
D2. CONFERENCE WITH LEGAL COUNSEL—EXISTING LITIGATION (Paragraph (1) of subdivision
(d) of Section 54956.9) Case number: 21-CIV-01717
D3. Closed session conference pursuant to Government Code §54957(b)(1) regarding public employee
performance evaluation of the City Attorney
E. Adjournment

Mayor Combs adjourned to the regular session at 7:50 p.m.

Regular Session

F.

Call To Order

Mayor Combs called the meeting to order at 7:56 p.m.

Roll Call
Present: Combs, Mueller, Nash, Taylor, Wolosin
Absent: None
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K1.

L1.

L2.

Staff: City Manager Starla Jerome-Robinson, City Attorney Nira Doherty, City Clerk Judi A.
Herren

Report from Closed Session

No reportable actions.

Presentations and Proclamations

Certificates of Recognition: Boy Scout Troop 222 (Attachment)
Mayor Combs read the certificates of recognition (Attachment).
Public Comment

None.

Study Session

Provide direction on parks projects and the use of remaining Measure T bond
funds (Staff Report #21-153-CC) (Presentation)

Public Works Director Nikki Nagaya made the presentation (Attachment).

The City Council received clarification on bond payments and impacts to tax payers, costs and
efficiencies associated with issuing bonds once or twice, impacts to current projects, the recreation
in-lieu fee funds, prioritization and resourcing options, and park capital projects.

The City Council discussed how Measure T funds are allotted and the need for equity across the
Districts.

The City Council directed staff to proceed with issuing Measure T bonds for the total remaining
amount ($14.3 million), proceeding with using $8.8 million in funds for the Menlo Park Community
Campus (MPPC) and existing parks projects in the capital improvement plan after returning to City
Council for the mid-year budget amendment expected in early 2022. Any additional future
expenditures of Measure T funds are to return to the City Council prior to budgeting those funds.

Consent Calendar

Receive Finance and Audit Committee’s recommendation and adopt Resolution No. 6651 approving
the 2021-22 investment policy for the City and the former Community Development Agency of
Menlo Park (Staff Report #21-146-CC)

The City Council directed staff to update the “Delegation of authority” as the “administrative services
director or designee”. The City Council also requested an information item to provide transparency
and clarification on successor agency (Resolution No. OB18-001 and Staff Report #18-001-OB).
Approve the 2021-22 Finance and Audit Committee work plan (Staff Report #21-147-CC)

The City Council discussed fossil fuel investments and updating the investment policy, climate action
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plan (CAP) costs related to the Finance and Audit Committee (FAC) scope, timeline,
and environmental and social responsibility.

The City Council directed staff to strike analysis of the CAP from the FAC work plan.

L3. Adopt Resolution No. 6652 to reduce the posted speed limit in school zones consistent with
the California Vehicle Code (Staff Report #21-149-CC)

L4. Award an on-call construction contract to Catos General Engineering, Inc. for the on-call asphalt
and concrete repair services project (Staff Report #21-150-CC)

L5. Award a construction contract to Terramark General Engineering Contractors, Inc. for the
Sharon Park walkways reconstruction project (Staff Report #21-151-CC)

L6. Award a construction contract to Tricon Construction for the Burgess Pool chemical
room renovations (Staff Report #21-152-CC)

L7. Adopt Resolution No. 6653 to authorize the city manager to accept the grant deed for 1155 Merrill
St. Unit 209, execute all documents necessary to complete the purchase and approve the
appropriation of below market rate housing funds not to exceed $355,000 to purchase and retain
the property in the below market rate housing program (Staff Report #21-154-CC)

L8. Establish the Reimagining Public Safety Ad Hoc Subcommittee and appoint City Councilmembers
Taylor and Wolosin (Staff Report #21-155-CC)

ACTION: Motion and second (Nash/ Combs) to approve the consent calendar with an update to the
investment policy’s “Delegation of authority” as the “administrative services director or designee”, striking
the analysis of the CAP from the FAC work plan, and returning an information item on the successor

agency, passed unanimously.
M. Regular Business

M1.  Adopt Resolution No. 6648 to ratify successor agreement between the City of Menlo Park and the
Service Employees International Union Local 521 expiring June 30, 2023 (Staff Report #21-144-
CC) (Presentation)

M2.  Adopt Resolution No. 6649 to ratify a successor agreement between the City of Menlo Park and the
American Federation of State, County, and Municipal Employees Local 829 expiring June 30,
2023 (Staff Report #21-145-CC) (Presentation)

Interim Human Resources Director Kristen Strubbe made the presentation (Attachment).
The City Council requested clarification on stipends and/or CalPERS credit for advisory bodies
and received clarification on questions regarding year 1 and year 2 versus the compounded
amounts summed for both years.

ACTION: Motion and second (Combs/ Taylor) to adopt Resolution No. 6648 to ratify successor agreement

between the City of Menlo Park and the Service Employees International Union Local 521 expiring June 30,
2023, passed unanimously.
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ACTION: Motion and second (Combs/ Taylor) to adopt Resolution No. 6649 to ratify a successor agreement
between the City of Menlo Park and the American Federation of State, County, and Municipal Employees
Local 829 expiring June 30, 2023, passed unanimously.

M3. Receive report and recommendation from the city manager recruitment services request for
proposals subcommittee, select a firm to perform the recruitment, authorize Mayor to execute
professional services agreement with the selected firm, and appoint a City Council Ad Hoc
Subcommittee for City Manager Recruitment (Staff Report #21-156-CC)
City Attorney Nira Doherty and City Councilmembers Taylor and Wolosin introduced the item.
The City Council received clarification on the cost of The Hawkins Company proposal.
The City Council discussed the value of the Hawkins Company, the City Council Ad Hoc
Subcommittee for City Manager Recruitment, and the current city manager's engagement in
the recruitment, and public engagement.

ACTION: Motion and second (Nash/ Taylor) to select The Hawkins Company to perform the recruitment,

authorize Mayor to execute professional services agreement with The Hawkins Company, passed
unanimously.

ACTION: Motion and second (Nash/ Wolosin) to establish a City Council Ad Hoc Subcommittee for City
Manager Recruitment appointing City Councilmembers Taylor and Wolosin, passed 4-1 (Mueller
dissenting).

ACTION: By acclamation, the City Council continued the meeting past 11 p.m.

M4.  Adopt Resolution No. 6650 of the City Council of the City of Menlo Park determining that the City

Council shall take an appeal of the Planning Commission’s June 21, 2021, approval of the

Menlo Uptown Development Project (Staff Report #21-148-CC)

City Attorney Nira Doherty introduced the item.

The City Council received clarification on a City Council versus City Councilmember appeal.
ACTION: Motion and second (Nash/ Combs) to adopt Resolution No. 6650 of the City Council of the City
of Menlo Park determining that the City Council shall take an appeal of the Planning Commission’s June
21, 2021, approval of the Menlo Uptown Development Project, passed unanimously.

N. Informational Items

N1.  City Council agenda topics: August to September 2021 (Staff Report #21-157-CC)

N2. Update on the Menlo Park local hazard mitigation plan annex to the San Mateo County hazard
mitigation plan (Staff Report #21-158-CC)

The City Council received clarification on the multijurisdictional local mitigation plan timeline.
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0. City Manager's Report

None.
P. City Councilmember Reports
P1.  Confirm voting delegate for the League of California Cities annual conference (Attachment)
ACTION: By acclamation, the City Council selected Mayor Combs as the voting delegate and City
Councilmember Wolosin and Vice Mayor Nash as alternates for the League of California Cities annual
conference.
Q. Adjournment

Mayor Combs adjourned the meeting at 11:29 p.m.

Judi A. Herren, City Clerk
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NOVEL CORONAVIRUS, COVID-19, EMERGENCY ADVISORY NOTICE

On March 19, 2020, the Governor ordered a statewide stay-at-home order calling on all individuals living in
the State of California to stay at home or at their place of residence to slow the spread of the COVID-19
virus. Additionally, the Governor has temporarily suspended certain requirements of the Brown Act. For the
duration of the shelter in place order, the following public meeting protocols will apply.

Teleconference meeting: All members of the City Council, city staff, applicants, and members of the public
will be participating by teleconference. To promote social distancing while allowing essential governmental
functions to continue, the Governor has temporarily waived portions of the open meetings act and rules
pertaining to teleconference meetings. This meeting is conducted in compliance with the Governor
Executive Order N-25-20 issued March 12, 2020, and supplemental Executive Order N-29-20 issued March
17, 2020.

e How to participate in the closed session and regular meeting

e  Submit a written comment online up to 1-hour before the meeting start time:
menlopark.org/publiccommentAugust17 *

e Access the meeting real-time online at:
Zoom.us/join — Meeting ID 998 8073 4930

e Access the meeting real-time via telephone at:
(669) 900-6833
Meeting ID 998 8073 4930
Press *9 to raise hand to speak
Written public comments are accepted up to 1-hour before the meeting start time. Written
messages are provided to the City Council at the appropriate time in their meeting.

e Watch meeting:
e Cable television subscriber in Menlo Park, East Palo Alto, Atherton, and Palo Alto:
Channel 26
e Online:
menlopark.org/streaming

Note: City Council closed sessions are not broadcast online or on television and public participation is
limited to the beginning of closed session.

Subject to Change: Given the current public health emergency and the rapidly evolving federal, state,
county and local orders, the format of this meeting may be altered or the meeting may be canceled. You
may check on the status of the meeting by visiting the City’s website www.menlopark.org. The
instructions for logging on to the webinar and/or the access code is subject to change. If you have difficulty
accessing the webinar, please check the latest online edition of the posted agenda for updated information
(menlopark.org/agenda).
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AGENDA ITEM G-2
Public Works

STAFF REPORT

City Council
Meeting Date: 8/31/2021
ATy OF Staff Report Number: 21-163-CC
MENLO PARK
Consent Calendar: Adopt Resolution No. 6654 approving the funding

agreement with Hibiscus Properties for the
construction of raised median islands on Chilco
Street and authorizing the city manager to execute
the funding agreement

Recommendation

Staff recommends the City Council adopt Resolution No. 6654 (Attachment A) approving the funding
agreement (Attachment B) with Hibiscus Properties for the construction of raised median islands on Chilco
Street and authorizing the city manager to execute the funding agreement.

Policy Issues

City Council authorization of a funding agreement is required as the agreement amount exceeds the city
manager’s expenditure authority.

Background

The Facebook campus expansion project was approved November 1, 2016, and includes two new office
buildings (Buildings 21 and 22) and a limited service hotel. The project also includes approximately two
acres of publicly accessible open space and a bicycle/pedestrian bridge over Bayfront Expressway.
Applicable entitlements and agreements for the project included an amended and restated conditional
development permit, a development agreement, rezoning, a zoning ordinance text amendment, heritage
tree removal permits, and a below market rate (BMR) housing agreement. The development agreement and
associated conditional development permit were amended in November 2017 as part of applicant-initiated
revisions to the approved campus expansion project.

As part of the development agreement, per sections 7.1.6 and 7.1.7, Facebook agreed to design and
construct streetscape improvements along Chilco Street between Bayfront Expressway and Hamilton
Avenue. The improvements include roadway, intersection, pedestrian, bicycle, landscaping and stormwater
improvements. The addition of raised median islands as shown in Attachment C is a desired improvement
that is not required per the development agreement. The median islands would help to reduce speed and
increase safety along Chilco Street as described further in the following section.

Analysis

In consultation with the Menlo Park Fire Protection District (MPFPD) during the Chilco Street streetscape
design phase, it was determined that a minimum street width of 28.5 feet is needed for a fire truck to
navigate the street during commute peak hours. This width would mean each travel lane is more than 14
feet wide and is anticipated to encourage higher than desired travel speeds. As a result, a center median
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was considered to narrow the lanes in an effort to slow traffic while still providing clear travel path for fire
vehicles. A total of five median islands are proposed along the section of Chilco Street that parallels the
Dumbarton Rail tracks, where speeding tends to occur. The islands would be 6.5 feet wide and would
separate the two 11-foot travel lanes. The islands would have a concrete finish and rolled curbs, which
would allow emergency vehicles to drive on or over them if needed. The MPFPD is supportive of the project
and has reviewed the design plans.

The proposed median island improvements are estimated to cost $335,650. This cost assumes that the
work would be consolidated into an approximately two-week timeframe, during which time Chilco Street
would be fully closed to the traffic from Constitution Drive to Terminal Avenue. Access to entrances and
driveways would be permitted. The approved detour plan is included as Attachment D. Without the full road
closure, only half of the medians could be built at a time, thus extending the construction time to
approximately four weeks and resulting in an additional cost of approximately $270,000.

Funding agreement
The City will reimburse the project developer 100 percent of the cost of the median island improvements.
The funding agreement is included as Attachment B.

Next steps
If authorization of the funding agreement is approved by the City Council, the agreement will be executed

and outreach regarding the traffic detour would occur immediately. Construction would begin approximately
the week of September 13, 2021.

Impact on City Resources

Funding for the median island improvements is included in the capital improvement plan (CIP) under the
Chilco streetscape and sidewalk installation project. The project is funded through the building construction
street impact fee. The available fund balance is $926,695. The total project construction budget, including
contingencies, inspection, and contract administration is $389,358. The estimated construction cost would
not exceed this amount, per Table 1.

Table 1: Construction budget

Item Amount
Project construction bid $335,650
Inspection services $3,360
Construction contingency (15%) (held by City) $50,348
Total construction cost $389,358

Upon completion of construction, if funds remain, they will be returned to the CIP budget.

Public Notice

Public notification was achieved by posting the agenda, with the agenda items being listed, at least 72
hours prior to the meeting.

City of Menlo Park 701 Laurel St., Menlo Park, CA 94025 tel 650-330-6600 www.menlopark.org Page G_22



Staff Report #: 21-163-CC

Attachments

A. Resolution No. 6654
B. Funding agreement
C. Median island exhibit
D. Detour plan

Report prepared by:
Theresa Avedian, Senior Civil Engineer

Report reviewed by:
Karen Pachmayer, Interim Assistant Public Works Director
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ATTACHMENT A

RESOLUTION NO. 6654

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MENLO PARK
APPROVING THE FUNDING AGREEMENT WITH HIBISCUS PROPERTIES,
LLC FOR CONSTRUCTION OF MEDIAN ISLANDS ALONG CHILCO STREET
AND AUTHORIZING THE CITY MANAGER TO EXECUTE THE FUNDING
AGREEMENT

WHEREAS, the Owner owns real property commonly known as 1 Facebook Way, Menlo Park,
California; and

WHEREAS, the 1 Facebook Way project (the “Campus Expansion” project) is currently under
construction; and

WHEREAS, pursuant to sections 7.1.6 and 7.1.7 of the Development Agreement, Owner is
required to complete certain capital improvements on Chilco Street (the “DA Chilco Street
Improvements”); and

WHEREAS, the City believes that the addition of raised median islands (the “Chilco Street
Median Islands”) as specified in Exhibit A to the Funding Agreement would reduce vehicle
speed and improve safety along Chilco Street. The addition of the Chilco Street Median Islands
is not required by the Development Agreement and will be fully funded by the City; and
WHEREAS, the Parties recognize that it would be more efficient, less disruptive, and more cost-
effective for the Owner to construct the Chilco Street Median Islands at the same time as the DA
Chilco Street Improvements, in consultation with the City, subject to all the terms and conditions
set forth in the Funding Agreement.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Menlo Park that the
City Council does hereby approve the Funding Agreement with Hibiscus Properties, LLC for
construction of the Chilco Street Median Islands; and

BE IT FURTHER RESOLVED that said City Council authorizes the City Manager to execute the
Funding Agreement.

I
I
I
I
I
I
I

I
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I, Judi A. Herren, City Clerk of Menlo Park, do hereby certify that the above and foregoing City
Council Resolution was duly and regularly passed and adopted at a meeting by said City
Council on the thirty-first day of August, 2021, by the following votes:

AYES:

NOES:

ABSENT:

ABSTAIN:

IN WITNESS WHEREOF, | have hereunto set my hand and affixed the Official Seal of said City
on this thirty-first day of August, 2021.

Judi A. Herren, City Clerk
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ATTACHMENT B
1

FUNDING AGREEMENT
City Manager’s Office

701 Laurel St., Menlo Park, CA 94025
tel 650-330-6620

CITY OF

MENLO PARK

This Funding Agreement ("Agreement") is made this day of , ("Execution Date") by and between
the City of Menlo Park ("City”) and Hibiscus Properties, LLC, a Delaware limited liability company (“Owner”), each of
which is referred to herein individually as "Party" and jointly as "Parties."

RECITALS:

WHEREAS, the Owner owns real property commonly known as 1 Facebook Way, Menlo Park, California (“Property”);
and

WHEREAS, a project to expand the Property (the “Campus Expansion” project) is currently under construction; and

WHEREAS, pursuant to sections 7.1.6 and 7.1.7 of the Development Agreement between the Parties (as amended, the
“‘Development Agreement”) and relating to the Campus Expansion project, Owner is required to complete certain
capital improvements to Chilco Street (the “DA Chilco Street Improvements”); and

WHEREAS, the City believes that the addition of raised median islands as specified in Exhibit 1 to this Agreement (the
“Chilco Street Median Islands”) would reduce vehicle speed and improve safety along Chilco Street. The addition of
the Chilco Street Median Islands is not required by the Development Agreement and will be fully funded by the City;
and

WHEREAS, the Parties recognize that it would be more efficient, less disruptive, and more cost-effective for the Owner
to construct the Chilco Street Median Islands at the same time that Owner constructs the DA Chilco Street
Improvements, subject to all the terms and conditions set forth in this Agreement.

NOW, THEREFORE, the Parties agree as follows:

SECTION 1: SCOPE OF WORK AND REPORTING

1.1 Owner shall be responsible for the following Scope of Work:

1.1.1  Owner shall hire a consultant for designing the Chilco Street Median Islands, hire a licensed Contractor to
perform the work to complete the Chilco Street Median Islands and pay for all such work (subject to the
City’s reimbursement obligation set forth below).

1.1.2 Owner shall be responsible for procuring and handling all material required for the completion of the Chilco
Street Median Islands.

1.1.3 Owner shall be responsible for construction of the Chilco Street Median Islands in accordance with the
approved project plans to the reasonable satisfaction of the Public Works Director.

1.1.4 Owner will provide the City a copy of the construction contract for the Chilco Street Median Islands (the
“Construction Contract”), and Owner will obtain the City’s prior written approval before entering into the
Construction Contract. Owner will not enter into change orders relating to the Chilco Street Median
Islands without the City’s prior written approval. Owner shall deliver copies of all invoices related to the
Chilco Street Median Islands to the City.

1.1.5 Owner acknowledges that public funds are being used to pay for the Chilco Street Median Islands and
shall ensure that any construction work related to the Chilco Street Median Islands includes payment of
prevailing wages as defined and required by law.
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SECTION 2: ACCESS TO RECORDS AND RECORD RETENTION

2.1 At all reasonable times, Owner will permit, upon request, the City to access all reports, designs, drawings,
plans, specifications, schedules and other materials prepared, or in the process of being prepared, for the
Chilco Street Median Islands by Owner or any contractor or consultant of Owner. Owner will provide copies of
any documents and Autocad drawings described in this Section to the City upon request and the City may use
them for construction of the Chilco Street Median Islands without further approval from Owner. Owner will
assist the City with obtaining any third party consents required for the City to use any documents or Autocad
drawings described in this Section. Owner and the City will retain all records pertaining to the work for at least
three years after completion of the Work.

SECTION 3: FUNDING AND PAYMENT

3.1 Upon completion of the Chilco Street Median Islands and the City’s receipt of invoices showing amounts paid by
Owner for the Chilco Street Median Islands work, the City shall pay Owner for all costs that Owner incurred with
respect to the Chilco Street Median Islands, provided however, that the City’s reimbursement obligation shall
not exceed the estimated cost to construct the Chilco Street Median Islands plus a 15% contingency. The
Chilco Street Median Islands are estimated to cost $335,650. Therefore, the City’s reimbursement obligation
shall not exceed $385,998.

SECTION 4: TERM

4.1 This Agreement shall commence upon the Effective Date. Prior to the execution of the Construction Contract,
this Agreement may be terminated by either Party in writing with sixty (60) days advance written notice. This
Agreement shall end upon completion of the Chilco Street Median Islands unless terminated earlier.

SECTION 5: INDEMNIFICATION AND INSURANCE

5.1 Owner agrees, while engaged in the work provided for in this Agreement, to place and maintain suitable
safeguards sufficient to prevent injury to any persons and to indemnify, defend and save harmless the City, its
officers, representatives, and employees from and against any and all claims for loss, injury or damage
resulting from the prosecution of said work except to the extent any claim arises out of the sole negligence or
willful misconduct of the City. To the full extent required by applicable federal and state law, Owner and its
contractors and agents shall comply with California Labor Code Section 1720 et seq. and the regulations
adopted pursuant thereto, and shall be solely responsible for carrying out the requirements of such provisions.
Owner shall indemnify, defend and hold the City and its elected and appointed officers, officials, employees,
agents, consultants, and contractors harmless from and against all liability, loss, cost, expense (including
without limitation attorneys’ fees and costs of litigation), claim, demand, action, suit, judicial or administrative
proceeding, penalty, deficiency, fine, order, and damage which directly or indirectly, in whole or in part, are
caused by, arise in connection with, result from, relate to, or are alleged to be caused by, arise in connection
with, or relate to, the payment or requirement of payment of prevailing wages.

5.2 City agrees, while engaged in the work provided for in this Agreement, to place and maintain suitable
safeguards sufficient to prevent injury to any persons and to indemnify, defend and save harmless Owner, its
officers, representatives, and employees from and against any and all claims for loss, injury or damage
resulting from the prosecution of said work except to the extent any claim arises out of the negligence or willful
misconduct of Owner.
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SECTION 6: MISCELLANEOUS

6.1 Notices. All notices required or permitted to be given under this Agreement must be in writing and mailed
postage prepaid by certified or registered mail, return receipt requested, or by personal delivery or overnight
courier to the appropriate address indicated below or at such other place(s) that either Party may designate in
written notice to the other. Notices are deemed received upon delivery if personally served, one day after
mailing if delivered via overnight courier, or two days after mailing if mailed as provided above.

To Owner: Hibiscus Properties, LLC
c/o Facebook, Inc.
Attn: Facilities
1 Hacker Way
Menlo Park, CA 94025
Cc: Facebook, Inc.
Attn: Real Estate Counsel
1 Hacker Way
Menlo Park, CA 94025
To the City: City of Menlo Park,
Attn: Public Works Director
701 Laurel Street
Menlo Park, California 94025-3409
Cc: City of Menlo Park
Attn: City Attorney
Burke, Williams & Sorensen, LLP
181 Third Street, Suite 200
San Rafael, CA 9490

6.2 No Waiver. No waiver of any default or breach of any covenant of this Agreement by either Party will be
implied from any omission by either Party to take action on account of such default if such default persists or is
repeated. Express waivers are limited in scope and duration to their express provisions. Consent to one action
does not imply consent to any future action.

6.3 Assignment. The Parties are prohibited from assigning, transferring or otherwise substituting their interests or
obligations under this Agreement without the written consent of all other Parties, provided however, Owner shall
have the right to assign this Agreement to an affiliated entity of Owner that is the owner of the Property without
the prior approval or consent of the City.

6.4 Governing Law. This Agreement is governed by the laws of the State of California as applied to contracts that
are made and performed entirely in California.

6.5 Compliance with Laws. In performance of this Agreement, the Parties must comply with all applicable Federal,
State and local laws, regulations and ordinances.

6.6 Modifications. This Agreement may only be modified in a writing executed by both Parties.

6.7 Relationship of the Parties. It is understood that this Agreement does not create the relationship of agent,
servant, employee, partnership, joint venture or association between the parties.

6.8 Intentionally Deleted.

6.9 Warranty of Authority to Execute Agreement. Each Party to this Agreement represents and warrants that each

person whose signature appears hereon is authorized and has the full authority to execute this Agreement on
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behalf of the entity that is a Party to this Agreement.

6.10 Severability. If any portion of this Agreement, or the application thereof is held by a court of competent
jurisdiction to be invalid, void or unenforceable, the remaining portions of this Agreement, or the application
thereof, will remain in full force and effect.

6.11 Counterparts. This Agreement may be executed in counterparts.

6.12 Entire Agreement. This Agreement constitutes the entire agreement between the parties pertaining to its
subject matter and supersedes any prior or contemporaneous written or oral agreement between the parties on

the same subject.

(Signatures on following page)
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IN WITNESS WHEREOF, the Parties have hereunder subscribed their names the day and year indicated

below.

Hibiscus Properties, LLC
a Delaware Limited Liability Company

By:
Name:
Title:

CITY OF MENLO PARK, a municipal corporation

APPROVED AS TO FORM:

Nira F. Doherty, City Attorney Date

CITY OF MENLO PARK:

Starla Jerome-Robinson, City Manager Date
ATTEST:
Judi A. Herren, City Clerk Date

Attachments: Exhibit 1, Improvement Plan
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Exhibit 1
(Improvement Plan)
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ATTACHMENT C

LINE TABLE CURVE TABLE KEYNOTES
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"TRAFFIC CONTROL GENERAL NOTES"

1. ALL TRAFFIC CONTROL DEVICES AND THEIR PLACEMENT SHALL CONFORM TO THE REQUIREMENTS OF THE
CALIFORNIA MANUAL ON UNIFORM TRAFFIC CONTROL DEVICES (CA-MUTCD), 2014 EDITION -REVISION 4.

2. FIELD CHANGES, OTHER THAN MINOR ADJUSTMENTS APPROVED BY THE CITY’S INSPECTOR OR AUTHORIZED AGENT,
MUST BE AUTHORIZED IN WRITING BY CITY TRAFFIC ENGINEER.

3. PLAN IMPLEMENTATION AND DEVICES PLACEMENT SHALL BE PERFORMED BY CERTIFIED TRAINED PERSONNEL.

4. ALL FLAGGERS SHALL BE CERTIFIED AS REQUIRED BY CAL OSHA.

5. TRAFFIC CONTROL DEVICES MUST BE MONITORED AND MAINTAINED BY CERTIFIED TRAFFIC CONTROLLERS OR THE
CONTRACTOR AT ALL TIMES.

6. TEMPORARY NO PARKING SIGNS MUST BE PLACED 72 HOURS IN ADVANCE OF SCHEDULED CLOSURE.

7. CONTRACTOR SHALL MAINTAIN ACCESS TO ALL DRIVEWAYS, RESIDENCES AND BUSINESS AT ALL TIMES UNLESS

OTHERWISE NOTED. CONTRACTOR SHALL NOTIFY ALL AFFECTED RESIDENCES AND BUSINESSES 72 HOURS IN ADVANCE

PRIOR TO CLOSURE OF A DRIVEWAY OR ACCESS.

8. THE CONTRACTOR SHALL PROVIDE SAFE PEDESTIAN ACCESS THROUGH THE PROJECT SITE AT ALL TIMES. ONLY ONE

STREET & SIDEWALK WILL BE CLOSED AT A TIME. PEDESTRIAN & DISABLED ACCESS TO BE MAINTAINED PER THE
LATEST 2014 CA MUTCD STANDARD.

9. ALL TRAFFIC CONTROL DEVICES WILL BE PLACED THROUGHOUT THE DURATION OF PROJECT COMPLETION.

10. ANY TRAFFIC CONTROL DEVICES TO REMAIN IN PLACE OVERNIGHT SHALL BE LIGHTED.

11. ANY TRAFFIC CONTROL DEVICES SHALL NOT BE PLACED ON PRIVATE PROPERTY.

12. ANY CHANGES TO THE TRAFFFIC CONTROL PLAN(S) WILL NEED TO BE APPROVED BY THE CITY OF TRAFFIC
ENGINEER OR INSPECTOR.

13. THE CONTRACTOR SHALL REASONABLY ACCOMMODATE A PROPERTY OWNER’S REQUEST TO CROSS THE WORK
ZONE TO ENTER OR LEAVE THEIR PROPERTY AT ALL TIMES.

14. THE ADVANCE NOTIFICATION SIGNS SHALL BE SUFFICIENT SIZE TO ACCOMMODATE THE MESSAGE. SIGN AND
CHANNELIZING DEVICES MUST BE RETRO REFLECTIVE OR ILLUMINATED FOR THE NIGHT. MINIMUM VISIBILITY 1000FT.
15. TRAFFIC SHALL BE UNDER FLAGGING CONTROL WHEN ANY CONSTRUCTION OPERATION IS OCCURRING IN THE
ROADWAY.

16. THE CONTRACTOR SHALL PROVIDE EMERGENCY ACCESS TO THE JOB SITE AND TO ANY ADJACENT PRIVATE
PROPERTY AT ALL TIMES.

ATTACHMENT D

845 Reed St. Santa Clara, CA. 95050 (408) 436-1127

Requested By

Name: Alexis Susnow

Company: JJ Albanese

Direct Line: 408-200-6257

Address: 851 Martion Ave, Santa Clara

Mobile Phone:

Email: asusnow®@jjalbanese.com

PO#: JOB #: 20-1041

Project Information

Plan & Revision Dates

Name:

Plan Date: 7-13-21

Location: Chilco St, Menlo Park

Rev Date: 8-16-21

Rev Date:

Description: Road Closure

not including
cover page

Total Plan Pages: 2

Plans Prepared By: Wincart Ware - Email: WincartW@dmtraffic.com
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AGENDA ITEM G-3
Public Works

STAFF REPORT

City Council
Meeting Date: 8/31/2021
ATy OF Staff Report Number: 21-164-CC
MENLO PARK
Consent Calendar: Adopt Resolution No. 6655 approving the funding

agreement with 1540 El Camino Real developer for
median landscaping improvements along El Camino
Real, between Glenwood Avenue and Encinal
Avenue and authorizing the city manager to execute
the funding agreement

Recommendation

Staff recommends the City Council adopt Resolution No. 6655 (Attachment A) approving the funding
agreement (Attachment B) with the 1540 EI Camino Real developer for median landscaping improvements
along EI Camino Real, between Glenwood Avenue and Encinal Avenue and authorizing the city manager to
execute the funding agreement.

Policy Issues

City Council authorization of a funding agreement is required as the agreement amount exceeds the city
manager’s expenditure authority.

Background

On February 26, 2018, the Planning Commission approved an architectural control application at 1540 El
Camino Real to demolish the existing building and construct a new two-story, nonmedical office building
and a three-story residential building with 27 residential units with a two-level underground parking garage
serving both buildings in the El Camino Real downtown/specific plan zoning district.

On February 8, 2021, the Planning Commission approved a revision which includes the addition of a rooftop
deck restroom and elevator vestibule for the office building. In addition, in response to the developer’s
request, the Planning Commission approved two options for complying with landscaping conditions. Initially,
the project was required to plant four street trees along EI Camino Real (which have not been planted.)
Because the planting of the four trees would require the relocation of a water main, the developer pursued
an alternative option for complying with the landscape frontage improvement requirements. As such, the
Planning Commission approved Condition No. 4(a), which permits the developer to comply with project
landscaping requirements by either 1) planting the four trees and relocating the water main; or 2) installing
four planter boxes along the building’s frontage and providing median landscaping improvements along El
Camino Real, between Glenwood Avenue and Encinal Avenue. The developer has elected to pursue the
second option by installing the four planter boxes and providing the median landscape improvements.

Analysis
The developer has elected to forgo the relocation of the water main and will pursue improvements in the
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Staff Report #: 21-164-CC

median between Glenwood Avenue and Encinal Avenue to satisfy the landscaping condition of approval for
the project. The project will remove 24 existing trees provide replacement landscaping including 15
Columbia sycamore trees at a distance of 35 feet on center within the wider portion of the median. For the
narrower portions of median closer to Glenwood Avenue and Encinal Avenue, six crepe myrtle trees near
Glenwood Avenue and three crepe myrtle trees near Encinal Avenue will remain. The proposed median
landscaping improvements are estimated to cost $180,324. The developer is required to provide 25 percent
of the total funding ($45,081) of the median landscaping, which would include any irrigation or paving
improvements, along with other associated costs such as Caltrans permitting fees. The 25 percent value is
based on the length of the subject property’s frontage facing the median, relative to the median length
between Glenwood Avenue and Encinal Avenue.

The City will reimburse the developer 75 percent of the median island improvements cost, not to exceed
$135,243 upon completion of work. In the event that the developer diligently pursues completion of the
landscaping improvements, but for reasons outside of their control (for example Caltrans does not grant the
necessary approval), the installation of all median island landscaping is not completed within five years from
the first temporary certificate of occupancy, then the developer will be relieved of the responsibility to
construct the improvements, but instead provide funds in the amount of 25 percent of the bid construction
cost of the landscaping improvements to the City. The City would then be able use the developer’s funds for
other landscaping improvements elsewhere in the City.

Next steps
The city attorney and staff have finalized the agreement (Attachment B.) Once executed, staff would work

with the 1540 El Camino Real developer to prepare final landscape plans, provide an updated cost estimate
for construction of the median landscaping improvements, secure Caltrans encroachment permits, and
pursue construction concurrent with the 1540 El Camino Real on-site construction.

Impact on City Resources

The City’s contribution of $135,243 is included in the five year capital improvement project (EI Camino Real
median island trees improvements) funded by the heritage tree fund.

Public Notice

Public Notification was achieved by posting the agenda, with the agenda items being listed, at least 72
hours prior to the meeting.

Attachments

A. Resolution No. 6655
B. Funding agreement

Report prepared by:
Rambod Hakhamaneshi, Associate Civil Engineer

Report reviewed by:
Ebby Sohrabi, Senior Civil Engineer
Karen Pachmayer, Interim Assistant Public Works Director
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ATTACHMENT A

RESOLUTION NO. 6655

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF MENLO PARK
APPROVING THE FUNDING AGREEMENT WITH 1540 EL CAMINO REAL
DEVELOPER FOR MEDIAN LANDSCAPING IMPROVEMENTS ALONG EL
CAMINO REAL, BETWEEN GLENWOOD AVENUE AND ENCINAL AVENUE
AND AUTHORIZING THE CITY MANAGER TO EXECUTE THE FUNDING
AGREEMENT

WHEREAS, the Owner owns real property commonly known as 1540 El Camino Real, Menlo
Park, California; and

WHEREAS, the 1540 EI Camino Real project is currently under construction; and

WHEREAS, the 1540 ElI Camino project is conditioned to design and construct median
landscaping improvements along EI Camino Real, between Glenwood Avenue and Encinal
Avenue, in consultation with the City; and

WHEREAS, the City Council authorization is required as the agreement amount exceeds the City
Manager’'s expenditure authority.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Menlo Park that the
City Council does hereby approve the funding agreement with 1540 EI Camino Real developer
for median landscaping improvements along EI Camino Real, between Glenwood Avenue and
Encinal Avenue; and

BE IT FURTHER RESOLVED that said City Council authorizes the City Manager to execute the
funding agreement.

I, Judi A. Herren, City Clerk of Menlo Park, do hereby certify that the above and foregoing City
Council Resolution was duly and regularly passed and adopted at a meeting by said City Council
on the thirty-first day of August, 2021, by the following votes:

AYES:

NOES:

ABSENT:

ABSTAIN:

IN WITNESS WHEREOF, | have hereunto set my hand and affixed the Official Seal of said City
on this thirty-first day of August, 2021.

Judi A. Herren, City Clerk
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ATTACHMENT B
1

FUNDING AGREEMENT
City Manager’s Office

701 Laurel St., Menlo Park, CA 94025
tel 650-330-6620

CITY OF

MENLO PARK

This Funding Agreement ("Agreement") is made this day of , ("Execution Date") by and between
the City of Menlo Park ("City”) and the 1540 ECR Owner, LLC, a Delaware Limited Liability Company (“Owner”), each
of which is referred to herein individually as "Party" and jointly as "Parties."

RECITALS:

WHEREAS, the Owner owns real property commonly known as 1540 EI Camino Real, Menlo Park, California
(“Property”); and

WHEREAS, the 1540 EI Camino Real project is currently under construction; and

WHEREAS, the 1540 EI Camino Real project is proposing to design and construct median island improvements
along El Camino Real, between Glenwood Avenue and Encinal Avenue, in consultation with the City, as specified in
Exhibit 1 subject to all the terms and conditions set forth in this Agreement.

NOW, THEREFORE, the Parties agree as follows:

SECTION 1: SCOPE OF WORK AND REPORTING

1.1 Owner shall be responsible for the following Scope of Work:

1.1.1 Owner shall hire a consultant for designing the Project, hire a licensed Contractor to perform the work and
pay for all such work

1.1.2 Owner shall be responsible for procuring and handling all material required for the completion of the
Project.

1.1.3 Owner shall be responsible for removing all existing trees (excluding the narrower nose ends), as specified
in Exhibit 1, within the wider median island on ECR between Glenwood Avenue and Encinal Avenue,
reinstalling new landscaping and trees, and modifying existing irrigation (and other improvements) as
necessary, to the satisfaction of the Public Works Director.

1.1.4 Owner shall deliver copies of all invoices to the City.

1.1.5 Owner is responsible to fund the entire project and will be reimbursed 75%, not to exceed $135,243. The
owner’s contribution may exceed 25%.

1.1.6 Owner acknowledges that public funds are being used for this project and shall ensure that any contract it
enters into for the installation of the Median Island Improvements shall require the payment of prevailing
wages as defined and required by law.
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SECTION 2: ACCESS TO RECORDS AND RECORD RETENTION

2.1 At all reasonable times, Owner will permit, upon request, the City to access and use all reports,
designs, drawings, plans, specifications, schedules and other materials prepared, or in the process of
being prepared, for the work by Owner or any contractor or consultant of Owner. Owner will provide
copies of any documents and Autocad drawings described in this Section to the City upon request
and the City may use them for construction of the work without further approval from Owner or its
consultants. Owner and the City will retain all records pertaining to the work for at least three years
after completion of the Work.

SECTION 3: FUNDING AND PAYMENT

3.1 Upon completion of the improvements and receiving receipt of all invoices, the City shall pay the
Owner 75 percent of the median island improvements cost, not to exceed $135,243. The proposed
median island improvements are estimated to cost $180,324.

3.2 In the event that the Owner diligently pursues completion of the landscaping improvements, but for
reasons outside of their control, for example Caltrans does not grant the necessary approval, the
installation of all median island landscaping is not completed within five years from the first
temporary certificate of occupancy, Owner will be relieved of the responsibility to construct the
improvement and the required bond would be released by the City after the funds equal to 25
percent of the bid construction cost to the City are submitted. The City would then be able use the
developer’s funds for other landscaping improvements elsewhere in the City.

SECTION 4: TERM

4.1 This Agreement shall commence upon the issuance of a Notice to Proceed to a General Contractor to
perform the work specified in the 1540 EI Camino Real Project (“Project”). This Agreement
may be terminated by either party in writing with sixty (60) days advance written notice. This
Agreement shall end upon completion of services and payment by the City unless terminated
earlier.

SECTION 5: INDEMNIFICATION AND INSURANCE

5.1 Owner agrees, while engaged in the work provided for in this Agreement, to place and maintain
suitable safeguards sufficient to prevent injury to any persons and to indemnify, defend and save
harmless the City, its officers, representatives, and employees from and against any and all claims for
loss, injury or damage resulting from the prosecution of said work except to the extent any claim
arises out of the sole negligence or willful misconduct of the City. To the full extent required by
applicable federal and state law, Owner and its contractors and agents shall comply with California
Labor Code Section 1720 et seq. and the regulations adopted pursuant thereto (“Prevailing Wage
Laws”), and shall be solely responsible for carrying out the requirements of such provisions. Owner
shall indemnify, defend and hold the City and its elected and appointed officers, officials, employees,
agents, consultants, and contractors (collectively, the “Indemnitees”) harmless from and against all
liability, loss, cost, expense (including without limitation attorneys’ fees and costs of litigation), claim,
demand, action, suit, judicial or administrative proceeding, penalty, deficiency, fine, order, and
damage which directly or indirectly, in whole or in part, are caused by, arise in connection with, result
from, relate to, or are alleged to be caused by, arise in connection with, or relate to, the payment or
requirement of payment of prevailing wages.

5.2 City agrees, while engaged in the work provided for in this Agreement, to place and maintain suitable
safeguards sufficient to prevent injury to any persons and to indemnify, defend and save harmless
Owner, its officers, representatives, and employees from and against any and all claims for loss,
injury or damage resulting from the prosecution of said work except to the extent any claim arises out
of the negligence or willful misconduct of Owner
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SECTION 6: MISCELLANEOUS

6.1 Notices. All notices required or permitted to be given under this Agreement must be in writing and
mailed postage prepaid by certified or registered mail, return receipt requested, or by personal delivery
or overnight courier to the appropriate address indicated below or at such other place(s) that either
Party may designate in written notice to the other. Notices are deemed received upon delivery if
personally served, one day after mailing if delivered via overnight courier, or two days after mailing if
mailed as provided above.

To Owner: 1540 ECR Owner, LLC
Attn: Rich Ying
339 S. San Antonio Rd. #2B
Los Altos, CA 94024

To the City: City of Menlo Park,
Attn: Public Works Director
701 Laurel Street
Menlo Park, California 94025-3409

Cc: City of Menlo Park
Attn: City Attorney
Burke, Williams & Sorensen, LLP
181 Third Street, Suite 200
San Rafael, CA 9490

6.2 No Waiver. No waiver of any default or breach of any covenant of this Agreement by either Party will
be implied from any omission by either Party to take action on account of such default if such default
persists or is repeated. Express waivers are limited in scope and duration to their express provisions.
Consent to one action does not imply consent to any future action.

6.3 Assignment. The Parties are prohibited from assigning, transferring or otherwise substituting their
interests or obligations under this Agreement without the written consent of all other Parties, provided
however, Owner shall have the right to assign this Agreement to an affiliated entity of Owner that is the
owner of the Property without the prior approval or consent of the City.

6.4 Governing Law. This Agreement is governed by the laws of the State of California as applied to
contracts that are made and performed entirely in California.

6.5 Compliance with Laws. In performance of this Agreement, the Parties must comply with all applicable
Federal, State and local laws, regulations and ordinances.

6.6 Modifications. This Agreement may only be modified in a writing executed by both Parties.

6.7 Relationship of the Parties. It is understood that this Agreement does not create the relationship of
agent, servant, employee, partnership, joint venture or association between the parties.

6.8 Ownership of Work. All reports, designs, drawings (including Autocad files), plans, specifications,
schedules, studies, memoranda, and other documents assembled for or prepared by or for, in the
process of being assembled or prepared by or for, or furnished to Owner under this Agreement are the
property of the City. The City may use all reports, designs, drawings (including Autocad files), plans,
specifications, schedules, studies, memoranda, and other documents assembled for or prepared by or
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for under this agreement with Owner to construct the work. The Parties are entitled to copies and
access to these materials during the progress of the work and upon completion or termination of the
work or this Agreement. Owner may retain a copy of all material produced under this Agreement for
its use in its general activities.

6.9 Warranty of Authority to Execute Agreement. Each Party to this Agreement represents and warrants
that each person whose signature appears hereon is authorized and has the full authority to execute
this Agreement on behalf of the entity that is a Party to this Agreement.

6.10 Severability. If any portion of this Agreement, or the application thereof is held by a court of competent
jurisdiction to be invalid, void or unenforceable, the remaining portions of this Agreement, or the
application thereof, will remain in full force and effect.

6.11 Counterparts. This Agreement may be executed in counterparts.
6.12 Entire Agreement. This Agreement constitutes the entire agreement between the parties pertaining to

its subject matter and supersedes any prior or contemporaneous written or oral agreement between
the parties on the same subject.

(Signatures on following page)
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