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EXECUTIVE SUMMARY

This report presents the process evaluation results for the 2006-2008 phase of nine Southern
California Gas (SCGQ) residential energy efficiency programs. The evaluation began in April
2007 and concluded in Jan 2008 for the following programs:

Home Efficiency Rebate Program (Single Family)
Multi-family Rebate Program

3rd Party Mobile Home Program

Home Energy Efficiency Survey (HEES)

3rd Party Chinese Language (CLEO) Program
3rd Party PACE Program

3rd Party Designed for Comfort Program

3rd Party LivingWise Program

3rd Party Kiosk Pilot

This evaluation is the work of multiple firms listed below. The individual programs that each
firm researched are listed in parenthesis. Evaluation team members include:

ECONorthwest (HEES, PACE, CLEO, Kiosk)
Wirtshafter Associates (Home Efficiency)
Research Into Action (Mobile Home, LivingWise)
EMI (Multi-family)

Phil Willems / PWP, Inc (Designed for Comfort)
Freeman Sullivan (Phone surveys)

John Stevenson (Survey design)

Marnie McPhee (Technical editor)

The evaluation tasks were generally the same for each program and are discussed in each of the
individual program chapters. Major evaluation tasks included:

Logic model and program theory. A logic model and program theory for each program
established a starting point for all evaluation activities. The structure of the logic model
that links program activities and expected outcomes is a useful instrument for identifying
specific program assumptions that can be tested using a survey or other primary data
collection activities.

In-depth interviews. In-depth interviews were conducted with program managers,
program implementers, and other key staff members from May to June of 2007. Program
staff members helped to gauge program progress, provided valuable insight into daily
operations, and proposed research topics to be addressed by the evaluation.
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*  Participant surveys. The primary data collection instrument for all residential programs
was participant surveys, fielded over the phone or on-line. The surveys explore the
participant experience with program services and address the research issues identified by
the logic model and in-depth interviews. Identical question batteries were used across
programs so that comparisons could be made on key evaluation metrics. However, each
survey also included questions to address the differences across programs in terms of
target markets, measures, and implementation approach.

* Program-specific data collection. Other key evaluation activities included a review of all
available program documents and marketing materials, ride-alongs, interviews with trade
allies, and on-site visits with retailers.

PROGRAM SPENDING AND PROGRESS TOWARD GOALS

Figure ES-1 shows the current progress toward goals for the SCG resource acquisition programs.
All data for these charts are taken from the SCG quarterly reports and reflect spending and
accomplishments from Q1 2006 through Q3 2007. As shown in Figure ES-1, the vast majority of
the therm savings are expected from the Home Energy Efficiency Retrofit program and the
Multi-family program. (Over 90 percent of therm savings are expected from these two
programs). For all the resource acquisition programs, therm savings are falling well short of
goals so far in the 2006-08 program cycle.

Figure ES-1: Progress Toward 3-Year Therm Savings Goals (Q1 2006 — Q3 2007)

Figures ES-2 shows how program expenditures compare with progress toward savings goals. At
this point in the program cycle, we would expect to have at least 50 percent of the program
budget spent given that we are over half way through the 2006-08 program cycle. As shown in
this graph, all of the programs are currently below the 50 percent mark for spending. This is not
surprising given the lagging of therm goals shown in Figure ES-1. However, for the Multi-family
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and the Designed for Comfort programs, spending is outpacing progress toward therm goals by a
wide margin. Conversely, there has been little spending to date on the LivingWise and Mobile
Home programs and neither of these programs has reported any therm savings to date.

Figure ES-2: Program Spending and Progress Toward 3-Year Goals (Q1 2006 — Q3
2007)

CUSTOMER SATISFACTION WITH SCG

The following graphs show customer satisfaction with SCG. Figure ES-3 shows customer
satisfaction with SCG in general based on a 7-point scale where 1 indicates “very dissatisfied”
and 7 indicates “very satisfied”. Based on this question, customers are generally satisfied with
SCG—43 percent of respondents gave SCG the highest rating (average rating was 5.7).
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Figure ES-3: Customer Rating of SCG

Additional questions were asked regarding satisfaction with specific elements relating to energy
efficiency using the same 7-point scale and these results are shown in Figure ES-4. As before,
customers were generally satisfied with information and services provided. In terms of providing
new products and services, 39 percent provided a rating of 6 or higher with an average rating of
4.4. Similarly, satisfaction with SCG’s promotion of energy efficiency programs received a 6 or
7 rating from 48 percent of respondents and had an average rating of 4.9. Satisfaction with
information provided by SCG on ways to save energy received a rating of 6 or higher from 48
percent of respondents with an average rating of 5.0.
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Figure ES-4: Customer Satisfaction with SCG Services

In a related question, customers were also asked about their perception of SCG’s trustworthiness
for providing information on energy savings. Customers generally trust information received

from SCQG, as shown in Figure ES-5, with over half of the customers considering the utility “very
trustworthy”.

Figure ES-5: Customer Perception of SCG Trustworthiness in Providing Energy
Savings Information
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Customers were also asked if they had visited the SCG website for information. Most (82
percent) had not used the website, but those that did were often looking for information on
energy efficiency and program opportunities (38 percent). Figure ES-6 shows the various reasons
given for using the website.

Figure ES-6: Reasons for Visiting SCG Website (N=69)

Of the website users, most were quite satisfied with their experience, as shown in Figure ES-7.
The few customers that were dissatisfied indicated that they did not think that the website was
very user friendly and did not like having to enter in their account numbers.

Figure ES-7: Satisfaction with SCG Website
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Finally, all customers surveyed were asked to provide suggestions for new programs or services
they would like to see offered by SCG. The vast majority of customers surveyed did not provide
any suggestions for additional program offerings and seemed to be satisfied with the services
SCG currently provides. The few suggestions received include the following (some of which are
already available through existing programs):

* Provide in-home energy audits

* Rebates for solar energy

* More information on energy efficiency and utility programs
* More TV ads educating on energy efficiency

e More rebates

ASSESSMENT OF BEST PRACTICES

This section of the report briefly compares the implementation and performance of the programs
with selected best practices that have been established for other similar programs. The California
Best Practices Study, which was designed specifically for this purpose, was used as a reference
in selecting key indicators or benchmarks for comparison with current SCG program practices.
We were able to do the comparison with Best Practices for most of the major SCG program
types (e.g. rebate and audit programs). Some of the smaller, more innovative programs such as
Kiosk and Designed for Comfort did not align well with the Best Practices study and therefore
were not included in the best practices assessment. Additional details on these programs are
provided in the program-specific chapters.

Single-Family Comprehensive Programs

The Home Energy Efficiency Rebate Program is consistent with Best Practices in several areas.
Importantly, the program provides rebates for a range of energy efficient appliances and home
improvements that are attractive to customers. In addition, the target marketing tactics are
consistent with program strategies. Customer-driven program tactics (bill inserts, direct mailings,
community outreach) successfully drive customers to the program. The program also coordinates
with other program campaigns (e.g., Flex Your Power) to further drive participation. Lastly,
while manufacturers, retailers, and circuit-rider contractors are largely responsible for driving
participation in the program, in-house oversight of program has been retained, and program staff
members are actively involved in developing and distributing marketing and rebate materials and
educating contractors and retail sales staff on equipment features and energy efficiency benefits.

In theory it should be easy for customers to participate, as only a few participation options are
available — point of sale (POS) rebates at some participating stores and rebate applications that
are available at non-POS stores and on the utility website. However, the program does not have a
good system in place to expedite rebate processing. It is taking four to eight weeks to process
applications, which is negatively affecting program participation. Program participation may also
be reduced because the on-line applications are lengthy and cannot actually be filled out on-line;
they must be printed out, filled in, and then returned as a hard copy.
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The Comprehensive Mobile Homes Program is generally adhering to Best Practices. The
expectations of the contractor, Synergy, are clearly established and there is no evidence of
implementation ambiguity or conflicts. This is likely because the experienced implementer is
skilled at writing contracts that work well for them. Target marketing tactics are consistent with
the overall program strategies. For example, areas with warmer climates are targeted to drive AC
improvements, and local referrals (within the mobile home parks) are emphasized to enhance
customer trust and build participation.

The one-stop-shop design makes it easy for customers to participate, and customer satisfaction is
tracked. The package of measures and services is attractive to customers, and is adjusted as
needed to improve customer satisfaction and meet SCG savings goals. Popular measures are
packaged with equipment and services that otherwise would not be requested or self-installed.
The program also provides ongoing training of contracted technicians, recognizing that there
have been staffing deficits in past.

Program improvements may be needed in other areas, however. Although the mobile homes
market is very unique, SCG has done very little to leverage other local programs and campaigns
(e.g., energy fairs), which is recommended as a Best Practice. This is due in part to the fact that
Southern California Edison (SCE) is the lead for this program. The marketing
materials/messages do not explicitly equate greater energy efficiency with home improvement,
although they do promote the results as making the home less costly to operate. While Synergy
obtains comprehensive and real-time data that could be used for systematic analysis, we did not
confirm what data SCG receives or how it is used. Lastly, the PM function has largely been
outsourced to the contractor. Although this is often not advisable, in this case it seems to be a
good thing as Synergy is very experienced and has a strong track record of delivering savings
and running their programs well. That said, it would be good for SCG staff to increase its
involvement by visiting with Synergy staff more and doing some field visits with them (or have
evaluators conduct regular field visits).

Multi-Family Comprehensive Programs

In accordance with Best Practice recommendations, the Multi-Family Energy Efficiency Rebate
program does collect information on many aspects of multi-family buildings (complex and unit
level data, units treated/untreated, measures information) via the rebate application forms,
although this collection process—a 10-page application—has also stifled participation (discussed
subsequently). The program has also successfully built relationships with firms responsible for
equipment installations, operations, and maintenance. Program contractors communicate
relatively regularly with utility staff and other contractors to stay informed about the rebate
program.

The Multi-Family program offers a range of eligible measures that collectively support a whole-
building approach to (potentially) achieve maximum energy savings. Presumably, the program
uses a database of multi-family property information to track the customer population and
identify project candidates, as the program is primarily marketed through periodic mailings to
multi-family property owners and managers, with some outreach to apartment associations.
(Despite this, however, most property owners and managers continue to learn about the program
through installation contractors.)
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In other areas, the program is not adhering to Best Practices. From a design standpoint, rebates
for the most popular measures (e.g., boiler controllers) are not tied to measures that are less
likely to be considered and installed. Customers are free to pick and choose measures, leading to
high customer satisfaction, but lower realized savings. The program also has no strategic
marketing plan, which is particularly important for reaching a market characterized by many
different decision-makers. While the program does offer a single point of contact to ease
customer participation via the on-line rebate forms, many participating customers still require
utility staff assistance to complete the long and detailed forms, and the forms deter some would-
be participants.

Property owners and managers also reported that they desire better ongoing communications
with program staff, and that the utility could provide more support throughout the project
lifecycle. Lastly, the current tracking and reporting system design does not fully address the
program's information and data needs. Despite the long and detailed rebate application, program
staff said it is still difficult to find specific information about participating properties and
customers, which is information that would aid program planning.

Residential Audit Programs

In most areas, the Home Energy Efficiency Survey (HEES) program is consistent with best
practices. For example, the program operates through a single prime contractor, KEMA, to
deliver all survey modes (on-line, mail-in, in-home) and the marketing materials and surveys are
multi-lingual to reach a wide customer base. For the mail-in mode, the paper survey is provided
along with the advertisement.

Furthermore, the survey results flow seamlessly into the adoption of energy efficiency measures.
From the survey results, participants can learn about their energy and water usage, receive
recommendations on how to be more energy efficient, and access appropriate energy efficiency
programs that enable them to execute the recommended measures. In addition, the survey tool
packages popular behavioral tips (such as installing CFLs) along with less-common measures,
such as replacing larger appliances with energy efficient models. The survey recommendations
span a wide variety of appliances and the free incentive kit (low-flow showerhead and three
aerators) provided to all participants ensures that most surveys lead to at least some energy
savings.

There are some areas, however, where the HEES is not conforming to Best Practices. The HEES
program does not track customer satisfaction, what measures the participant has implemented as
a result of the survey, or what other energy efficiency programs the participant has joined as a
result of the survey (metrics addressed by this process evaluation). A follow-up call system is not
in place to verify what measures have been installed. Without a comprehensive tracking
database, it is difficult to assess if the program is effective and what can be done to improve the
survey design.

RESIDENTIAL PORTFOLIO-LEVEL OBSERVATIONS AND RECOMMENDATIONS

Based on the combined evaluation of the SCG residential programs, we offer the following
recommendations for the overall portfolio. Additional program-specific recommendations are
provided in the individual program evaluation chapters.
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* There does not appear to be a large savings potential remaining in the residential
sector. Due in part to the aggressive promotion of conservation by SCG and other
utilities, customers have already accomplished a significant amount of savings. While
examining savings potential was not a primary focus for this evaluation, the customer
surveys indicate that most of the gas appliances are relatively new (less than 10 years old)
and therefore have less potential than older appliance vintages.

* Simplify rebate application process. As discussed for the single family and multi-
family programs, the current rebate form is too long and complicated, which will
discourage customers from participating. The length of time and processing costs for the
rebate applications are also issues that are hampering the success of these programs. SCG
should continue to recruit stores to participate in the point-of-sale rebate process.
Furthermore, SCG should develop a method for completing the rebate form on-line using
a simpler form that is less demanding on the applicant.

* Increase the use of the SCG website to promote programs and simplify the
application process. Customers that visit the SCG website are often looking for
information on the efficiency programs and/or accessing rebate application forms.
Customers also view SCG as a trustworthy source of information regarding energy
conservation and are generally satisfied with the utility and its efforts to promote energy
conservation information and programs. Increasing reliance on the website could
ultimately reduce the costs of implementing these programs, particularly if the rebate
application process is automated and available on-line through the SCG website.

* Improve tracking of audit programs. SCG can potentially claim savings for its audit
programs (such as HEES) if activities are tracked more thoroughly and the utility follows
up with HEES participants on actions taken as a result of the audit. For programs such as
CLEO and PACE that focus on non-English speaking customers, applications should be
provided in-language and then tracked to determine if these outreach events are resulting
in increased participation among the non-English speaking customers. Increased tracking
and documentation of conservation actions that are a direct result of the audit could
ultimately be included in SCG’s savings claim for the residential portfolio. (The lack of
tracking and documentation for these programs currently prohibits claiming savings for
the HEES program and for outreach activities done through CLEO and PACE.
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1. INTRODUCTION
1.1 EVALUATION OVERVIEW

This report presents the process evaluation results for the 2006-2008 phase of nine Southern
California Gas (SCGQG) residential energy efficiency programs. The evaluation began in April
2007 and concluded in Jan 2008 for the following programs:

Home Efficiency Rebate Program (Single Family)
Multi-family Rebate Program

3rd Party Mobile Home Program

Home Energy Efficiency Survey (HEES)

3rd Party Chinese Language (CLEO) Program
3rd Party PACE Program

3rd Party Designed for Comfort Program

3rd Party LivingWise Program

3rd Party Kiosk Pilot

This evaluation is the work of multiple firms listed below. The individual programs that each
firm researched are listed in parenthesis. Evaluation team members include:

ECONorthwest (HEES, PACE, CLEO, Kiosk)
Wirtshafter Associates (Home Efficiency)
Research Into Action (Mobile Home, LivingWise)
EMI (Multi-family)

Phil Willems / PWP, Inc (Designed for Comfort)
Freeman Sullivan (Phone surveys)

John Stevenson (Survey design)

Marnie McPhee (Technical editor)

The evaluation tasks were generally the same for each program and are discussed in each of the
individual program chapters. Major evaluation tasks included:

Logic model and program theory. A logic model and program theory for each program
established a starting point for all evaluation activities. The structure of the logic model
that links program activities and expected outcomes is a useful instrument for identifying
specific program assumptions that can be tested using a survey or other primary data
collection activities.

In-depth interviews. In-depth interviews were conducted with program managers,
program implementers, and other key staff members from May to June of 2007. Program
staff members helped to gauge program progress, provided valuable insight into daily
operations, and proposed research topics to be addressed by the evaluation.

Participant surveys. The primary data collection instrument for all residential programs
was participant surveys, fielded over the phone or on-line. The surveys explore the
participant experience with program services and address the research issues identified by
the logic model and in-depth interviews. Identical question batteries were used across
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programs so that comparisons could be made on key evaluation metrics. However, each
survey also included questions to address the differences across programs in terms of
target markets, measures, and implementation approach.

* Program-specific data collection. Other key evaluation activities included a review of all
available program documents and marketing materials, ride-alongs, interviews with trade
allies, and on-site visits with retailers.

The remainder of this report is organized as follows. The following section presents a discussion
of evaluation issues and findings that relate to the entire SCG residential program portfolio.
Following this are separate chapters that present detailed evaluation results for each of the
residential programs covered in this evaluation. An appendix contains the data collection
instruments employed for each program. Note that two programs (LivingWise and Kiosk) did not
have significant program activity that could be studied during the evaluation period. As a result,
these chapters are limited to presenting the program logic and theory and suggesting research
issues that might be addressed in future evaluations.

2. PORTFOLIO ANALYSIS

This section of the report discusses over-arching evaluation issues that cut across all of the
residential programs. As part of this portfolio analysis, we first examined program expenditures
and progress toward savings goals for the resource acquisition programs.

2.1 PROGRAM SPENDING AND PROGRESS TOWARD GOALS

Figure 1 shows the current progress toward goals for the SCG resource acquisition programs. All
data for these charts are taken from the SCG quarterly reports and reflect spending and
accomplishments from Q1 2006 through Q3 2007. As shown in Figure 1, the vast majority of the
therm savings are expected from the Home Energy Efficiency Retrofit program and the Multi-
family program. (Over 90 percent of therm savings are expected from these two programs). For
all the resource acquisition programs, therm savings are falling well short of goals so far in the
2006-08 program cycle.
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Figure 1: Progress Toward 3-Year Therm Savings Goals (Q1 2006 — Q3 2007)

Figure 2 shows how program expenditures compare with progress toward savings goals. At this
point in the program cycle, we would expect to have at least 50 percent of the program budget
spent given that we are over half way through the 2006-08 program cycle. As shown in this
graph, all of the programs are currently below the 50 percent mark for spending. This is not
surprising given the lagging of therm goals shown in Figure 1. However, for the Multi-family
and the Designed for Comfort programs, spending is outpacing progress toward therm goals by a
wide margin. Conversely, there has been little spending to date on the LivingWise and Mobile
Home programs and neither of these programs has reported any therm savings to date.

Figure 2: Program Expenditures and Progress Toward 3-Year Goals (Q1 2006 -
Q3 2007)
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The remainder of this evaluation report is devoted to exploring the various factors that are
contributing to the individual programs’ low levels of savings. Additionally, we have also
examined data from a variety of sources to determine industry best practices and customer
preferences for energy efficiency and what they desire in an energy efficiency program. Based
on this information, we have developed several recommendations that we believe will improve
the SCG residential program portfolio.

2.2 ENERGY SAVINGS POTENTIAL AND CUSTOMER SATISFACTION WITH SCG

Energy Savings Potential

In all the phone surveys conducted for this evaluation (involving both program participants and
nonparticipants), a battery of questions was asked to help identify possible areas where
additional saving might be obtained. While customer perception of energy savings potential may
not be accurate, they do provide a general indication of potential savings areas that SCG may
wish to investigate further. Note that these questions were only asked to provide very general
information on appliance holdings to identify any remaining potential areas for therm savings
that are being missed by the current programs. As this is a process evaluation (and not an impact
evaluation), we did not conduct an in-depth analysis of savings potential.

Figure 3 shows the percentage of respondents that have various equipment holdings that are
potential areas for gas savings. While the majority of SCG customers have clothes washers,
dishwashers, and water heaters (as shown by the blue bar), few of these customers own models
that are greater than 10 years old (shown in the yellow bar). For example, while over 90 percent
of customers indicated that they had a water heater, less than 10 percent of these same customers
said that there water heater was more than 10 years old. Since most of these appliances are
relatively new, they are less likely to present large, untapped opportunities for therm savings.
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Figure 3: Equipment Holdings and Age

Customers were also asked to provide their own opinion on whether their appliances presented
an opportunity for energy savings. As shown in Figure 4, about a third of respondents in each
case felt that there was a “high” level of opportunity for savings for these appliances. As
discussed in Home Energy Efficiency Rebate chapter, there is also potential for savings with
clothes washers, as there are additional rebates available to customers through their water and
electricity utilities. The presence of multiple rebates does make the attribution of savings more
challenging, however.

Among these appliances, heating was considered to have the greatest potential for savings, with
34 percent of respondents rating their heating system with a high level of energy savings
potential. Figure 5 shows the amount of time customers are generally using their heating systems
during the winter months. As Figure 5 indicates, three-quarters of the respondents use their
heating system less than 90 days a year. This low level of use limits the overall saving potential
that SCG can realize from heating-based efficiency initiatives.
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Figure 4: “High” Energy Savings Potential by Appliance
(As Reported by Respondent)

Figure 5: Level of Furnace Use

Customer Satisfaction with SCG

The following graphs show customer satisfaction with SCG. Figure 6 shows customer
satisfaction with SCG in general based on a 7-point scale where 1 indicates “very dissatisfied”
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and 7 indicates “very satisfied”. Based on this question, customers are generally satisfied with
SCG—43 percent of respondents gave SCG the highest rating (average rating was 5.7).

Figure 6: Customer Rating of SCG

Additional questions were asked regarding satisfaction with specific elements relating to energy
efficiency using the same 7-point scale and these results are shown in Figure 7. As before,
customers were generally satisfied with information and services provided. In terms of providing
new products and services, 39 percent provided a rating of 6 or higher with an average rating of
4.4. Similarly, satisfaction with SCG’s promotion of energy efficiency programs received a 6 or
7 rating from 48 percent of respondents and had an average rating of 4.9. Satisfaction with
information provided by SCG on ways to save energy received a rating of 6 or higher from 48
percent of respondents with an average rating of 5.0.
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Figure 7: Customer Satisfaction with SCG Services

In a related question, customers were also asked about their perception of SCG’s trustworthiness
for providing information on energy savings. Customers generally trust information received

from SCG, as shown in Figure 8, with over half of the customers considering the utility “very
trustworthy”.

Figure 8: Customer Perception of SCG Trustworthiness in Providing Energy
Savings Information
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Customers were also asked if they had visited the SCG website for information. Most (82
percent) had not used the website, but those that did were often looking for information on
energy efficiency and program opportunities (38 percent). Figure 9 shows the various reasons
given for using the website.

Figure 9: Reasons for Visiting SCG Website (N=69)

Of the website users, most were quite satisfied with their experience, as shown in Figure 10. The
few customers that were dissatisfied indicated that they did not think that the website was very
user friendly and did not like having to enter in their account numbers.
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Figure 10: Satisfaction with SCG Website

Finally, all customers surveyed were asked to provide suggestions for new programs or services
they would like to see offered by SCG. The vast majority of customers surveyed did not provide
any suggestions for additional program offerings and seemed to be satisfied with the services
SCG currently provides. The few suggestions received include the following (some of which are
already available through existing programs):

1) Provide in-home energy audits

2) Rebates for solar energy

3) More information on energy efficiency and utility programs
4) More TV ads educating on energy efficiency

5) More rebates

2.3 RESIDENTIAL PORTFOLIO-LEVEL OBSERVATIONS AND RECOMMENDATIONS

Based on the combined evaluation of the SCG residential programs, we offer the following
recommendations for the overall portfolio. Additional program-specific recommendations are
provided in the individual program evaluation chapters.

* There does not appear to be a large savings potential remaining in the residential
sector. Due in part to the aggressive promotion of conservation by SCG and other
utilities, customers have already accomplished a significant amount of savings. While
examining savings potential was not a primary focus for this evaluation, the customer
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surveys indicate that most of the gas appliances are relatively new (less than 10 years old)
and therefore have less potential than older appliance vintages.

* Simplify rebate application process. As discussed for the single family and multi-
family programs, the current rebate form is too long and complicated, which will
discourage customers from participating. The length of time and processing costs for the
rebate applications are also issues that are hampering the success of these programs. SCG
should continue to recruit stores to participate in the point-of-sale rebate process.
Furthermore, SCG should develop a method for completing the rebate form on-line using
a simpler form that is less demanding on the applicant.

* Increase the use of the SCG website to promote programs and simplify the
application process. Customers that visit the SCG website are often looking for
information on the efficiency programs and/or accessing rebate application forms.
Customers also view SCG as a trustworthy source of information regarding energy
conservation and are generally satisfied with the utility and its efforts to promote energy
conservation information and programs. Increasing reliance on the website could
ultimately reduce the costs of implementing these programs, particularly if the rebate
application process is automated and available on-line through the SCG website.

* Improve tracking of audit programs. SCG can potentially claim savings for its audit
programs (such as HEES) if activities are tracked more thoroughly and the utility follows
up with HEES participants on actions taken as a result of the audit. For programs such as
CLEO and PACE that focus on non-English speaking customers, applications should be
provided in-language and then tracked to determine if these outreach events are resulting
in increased participation among the non-English speaking customers. Increased tracking
and documentation of conservation actions that are a direct result of the audit could
ultimately be included in SCG’s savings claim for the residential portfolio. (The lack of
tracking and documentation for these programs currently prohibits claiming savings for
the HEES program and for outreach activities done through CLEO and PACE.)

The remainder of this report provides program-specific evaluation findings. At the end of each
chapter, we discuss how each residential program is doing relative to industry best practices as
described in the California Best Practices Study.'

! Practices for Energy Efficiency Programs “Best Practices Self-Benchmarking Tool”
(http://www.eebestpractices.com/)
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3. HoMmE ENERGY EFFICIENCY REBATE (HEER) PROGRAM RESULTS

3.1 HEER PROGRAM BACKGROUND

The Home Energy Efficiency Rebate Program (HEER) offers rebates on energy efficiency
appliances and home improvements, including refrigerators, dishwashers, water heaters, gas
furnaces, room air conditioners, whole-house fans, insulation, and pool pumps and timers that
have been purchased at retail stores or installed by contractors. In most cases, the customer must
submit a rebate application to SCG. The statewide program has initiated a coordinated effort to
convince large stores to offer instant point-of-sale (POS) rebates. Over the past few months, the
program has increased the number of participating stores, which now includes 12 chains and
single stores, particularly Home Depot, Costco, and Dewey’s.

Manufacturers, retailers, and contractors largely are responsible for driving participation in the
HEER program, so a key activity is to establish partnerships with these entities. Specifically, the
HEER staff assists retailers and manufacturers with in-store marketing materials and POS rebates
and incentives for certain energy efficiency equipment. In addition, the program educates sales
personnel about HEER resources. The program also teaches contractors about using the
incentives as a sales tool.

HEER staff develops and distributes marketing materials aimed at increasing homeowners’ and
renters’ awareness of the program. Marketing efforts include bill inserts, community outreach,
and direct mailings. The program also coordinates marketing efforts with manufacturers,
distributors, and contractors to provide POS signs. In addition, HEER may coordinate with other
energy efficiency programs and marketing campaigns, such as Flex Your Power, to promote the
program.

Figure 11 shows the HEER program progress toward 2006-08 goals and budget expenditures as
of Q3 2007. At the time of this report, the HEER program is falling well short of its therm
savings goal and has spent only one-third of its three-year budget.
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Figure 11: HEER Program Progress Toward Goals and Expenditures
(Q1 2006 - Q3 2007)

Figure 12: HEER Expenditures by Category (Q1 2006 — Q3 2007)
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3.2 HEER ProGRAM LoGic MODEL AND PROGRAM THEORY

One of the first tasks for the evaluation was to develop a program logic model and document the
program theory for the HEER program. The structure of the logic model that links activities and
outcomes is a useful instrument for identifying specific program assumptions that could be tested
using survey or other primary data collection activities. Crucial program evaluation issues often
question whether program services are adequately designed and equipped to generate their
desired outcomes.

Additionally, the construction of a program theory and logic model provides a common
knowledge and language between program implementers, evaluators, and stakeholders. It allows
for a more precise conversation about what is occurring within a program and why the program
actions should produce the expected outcomes.

The following program theory for SCG’s HEER program builds on the program logic model and
provides additional detail on program activities, outputs, and outcomes. (The logic model
diagram follows the discussion of program theory.)

Activities

Program support for retail stores

Retailers participating in the program receive program materials and employee training to
implement the program.

Marketing and outreach to trade allies

Manufacturers, retailers, and contractors are largely responsible for driving participation in the
HEER program, and a key activity is to establish partnerships with these entities. The HEER
program works with manufacturers, retailers, and contractors to find ways that they can leverage
the program. Specifically, the HEER works with retailers and manufacturers to provide in store
marketing materials and point of sale rebates and incentives for certain energy efficiency
equipment. In addition, the program educates sales personnel about the HEER program
resources. The program also works to educate contractors so that they can use the incentives as a
sales tool.

Customer education and outreach

The HEER program develops and distributes marketing materials aimed at increasing awareness
among homeowners and renters. Marketing efforts include bill inserts, community outreach, and
direct mailings. The program also coordinates marketing efforts with manufacturers, distributors,
and contractors to provide point of sale signs. In addition, the HEER program may coordinate
with other energy efficiency programs and marketing campaigns, such as Flex Your Power, to
promote the program.

Customer rebates

The HEER program provides rebates to offset the incremental cost of purchasing energy
efficiency equipment, rather than standard equipment. The HEER program provides a variety of
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ways that customers can claim incentives. One method of providing rebates to customers is to
provide Point-of-Sale (POS) rebates through participating retailers, distributors, and
manufacturers. POS rebates make it easier for customer to receive their incentives. They also
reduce the amount of processing required since retailers provide a single invoice for all POS
rebates. For stores where POS rebates are not offered, rebates are available via hard-copy
applications, or applications can be printed from the web site.

Coordination with SCG energy efficiency programs

The HEER program coordinates with other energy efficiency programs to provide collaborative
marketing and implementation efforts. These partnerships help to inform customers about
different opportunities that exist and help drive participation in various programs.

Short Term Outcomes

Rebates available at retailers and from contractors

As a result of outreach and marketing activities, retailers, manufacturers, and distributors partner
with the HEER program and offer POS rebates and other program promotional materials in their
stores. Retail staff members are trained to communicate benefits of energy efficient equipment to
customers and to understand the function of the HEER program.

Customers aware of the HEER and energy saving opportunities

Customers are made aware of the HEER program and available rebates through various
marketing materials and in-store promotions, such as direct mailings, bill inserts, announcements
on SCG’s website, and emails. Customers may also learn about the HEER program through
collaborate marketing efforts with other energy efficiency programs and marketing campaigns
such as the statewide Flex Your Power campaign. The program also works with trade allies to
help them promote energy efficient equipment and SCG’s energy efficiency programs.

Customers purchase energy efficiency equipment

After becoming aware or the opportunities offered by the HEER program, customers purchase
energy efficient equipment either through contractors or directly from vendors.

Therm savings and energy bill reductions

Energy savings are achieved as a result of customers’ decision to purchase energy efficiency
equipment and recycle old equipment.

Mid Term Outcomes

Participants more knowledgeable about energy efficiency and recognize the benefits of energy
efficiency investments

Customers who participated in the HEER program gain a better understanding of the benefits of
purchasing energy efficient equipment. They also recognize the performance benefits of
purchasing energy efficiency equipment.
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Demand for energy efficient equipment increases

Customers who install energy efficient equipment and recognize the performance benefits begin
to incorporate energy efficiency as part of their standard purchase decisions, resulting in
increased demand for energy efficient equipment.

Market participants view energy efficiency programs as a business opportunity and actively
promote energy efficiency

Retailers, manufacturers, and distributors recognize the growing demand for energy efficient
equipment. As a result, they increasingly view energy efficiency programs as a business
opportunity and look for more opportunities to leverage programs and promote energy
efficiency.

Long Term Outcomes

Increased availability of energy efficient equipment

Do to a sustained demand for energy efficient equipment and increased understanding of its
benefits, energy efficient products become more widely available.

Market actors incorporate energy efficient products and services as standard business practices

Due to their first-hand experience the equipment, market actors begin to implement energy
efficient measures into standard practice. This includes homeowners looking to replace older
equipment and retailers and contractors who are involved with the sale and installation of these
measures.

Sustained energy savings

Due to the increase in supply and demand for energy efficient measures and a permanent change
in customer and contractor attitudes, sustained energy savings are achieved in the single-family
retrofit market sector.
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3.3 HEER EvVALUATION OVERVIEW

Based on in-depth interviews with HEER program staff conducted at the beginning of the
evaluation, several key research issues were identified that provided the focus of the evaluation
activities. Additional research issues were identified as the program logic model and program
theory were developed. The major evaluation research issues for the HEER program are
described below.

HEER Research Issues

ldentifying Set of Measures that are Cost-Effective to Promote

As noted in the portfolio discussion, one of the challenges faced by the HEER program is the
limited availability of technologies with quickly exploitable potential to integrate into the
program’s rebate options. There may be some opportunities for expansion in the program’s
mobile home and multi-family efforts, though it is not clear that these will be cost effective.

Managing Processing of Rebates

An additional research issue is the accessibility of the rebate application process. Notably, the
on-line rebate form is 12 pages in length, and as there is no on-line submission, applications must
be mailed. Moreover, application processing requires about four to eight weeks and results in
very high rejection rates. There is a need to develop both an on-line form and a processing
strategy that does not depend on the physical transfer of paper forms from one stage to the next.

Furthermore, it currently costs the HEER program $14 to process each rebate application, a
procedure that screens each application through numerous steps. However, SCG has recently
signed a contract with a private firm to process rebates at $3 per rebate, although it is unknown if
this firm will employ a similar multi-stage process or if the new process will affect the rejection
rate. It is also unknown what the ultimate costs will be once the private firm passes the rejected
applications on to SCG.

Program staffers indicated that they were concerned that rejection rate would increase under this
new system. They also raised questions about the ability of the contracted firm to process the
rebate applications at that lower cost if the forms remain complicated.

Encourage More Point of Sales

Next, program staffers suggested that the program would benefit from an increase in the number
of stores that offer point-of-sale (POS) instant rebates to the customers. At the beginning of the
evaluation, Home Depot was the only large store offering POS rebates. Aggressive promotion
and support by all four statewide utilities, has expanded the list of firms, including other large
chains. While the program has tried to recruit smaller stores to offer POS, the small stores are
concerned with slow repayment and tracking issues. Two factors may encourage small store
participation: co-branding and providing program personnel to help set-up the rebate system at
the sites.
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Determine the Extent to Which Energy Efficient Products Are Displayed
and Promoted in Stores

The HEER program employs a third-party to provide marketing support for the rebate offerings.
The third party distributes materials to the 300 equipment stores in the service territories and
trains the sales staffs.

Determine Awareness of Households for Energy Efficient Products

The HEER program has limited marketing resources, and therefore an additional area of research
is the extent to which potential buyers are aware of the rebates. While the circuit rider does
provide signage for the stores, signage text does not always effectively communicate which
products qualify for the program. Many small stores use a software company to produce the sale
informational signs and SCG should work with this firm to include specific rebate information
on th