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Conservation Advisory Council EnereyTrust

Wednesday September 9, 2015 1:30 pm — 4:00 pm 4 of Bregon

Address:

421 SW Oak St., #300

Portland, OR 97204

1:30 Welcome, introductions

1:35 Old Business
July CAC minutes

1:40 Executive Director Hire and Transition (discussion)
A member of the Board’s Executive Director Transition Committee will discuss the
process and invite council member input and questions.

2:10 Gas Fireplaces (discussion)
Energy Trust Planning & Evaluation staff will present the results of several recently
completed studies of the market for direct-vent gas fireplaces. Residential program
staff will discuss the implications of the findings from these studies on future program
design and present concepts for possible changes to Energy Trust’s hearth offering in
2016.

3:10 Turning on a Dime: Efficacy of Incentive Bonuses (information)
Can bonus incentives influence project completion rates or enroliment patterns? Using
project-level panel data from Energy Trust of Oregon’s Production Efficiency program
we studied the effect of five distinct bonus design structures on participant attrition,
energy savings, and completion timeliness.

3:40 Public Comment

4:00 Adjourn

The next scheduled meeting of the Conservation Advisory Council will be on
October 21, 2015

421 SW Oak St #300 Portland, OR 97204  1.866.368.7878 503.546.6862 fax energytrust.org
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The Production Efficiency Program

Custom project scoping and technical studies
Technical assistance

Cash incentives for Capital Upgrades, O&M
Improvements, and Lighting Upgrades

Simple equipment rebates (Streamlined Track)

Strategic Energy Management






Bonuses





Bonuses are short-term, targeted incentives.

Respond to
Changes in
Market

Encourage
Quick Action

Test
Program
Design Ideas

Reach Savings Goals!

Increase
Participation






he Bonuses

Fall Bonus

Kick Start Bonus

Year End Bonus

90x90 Industrial O&M Bonus

5 )

,w PDC Performance Bonus





Fall Bonus (2011)

« MARKET: Loss of state tax credits led to a
quickly shrinking pipeline of projects

« OFFER: 20% additional incentive to new

projects that completed before end of
year

* Custom Capital (excluded O&M), Lighting,
and Streamlined projects






Fall Bonus Results

Metric: Increased savings from new projects
after September 1.

Many new projects Smaller projects

* Double-digit increase * Very small custom
In project volume and lighting projects
* Many new lighting - Average size
projects streamline projects

3.6% Increase In

Project volume

Increased 13%

kKWh savings






Kick-Start Bonus (2012)

« MARKET: Observed in late 2011 that the
2012 pipeline of projects was low

e OFFER: 20% Incentive bonus for new

projects If capital equipment purchased
within 90 days

e Custom (excluded O&M), Lighting, and
Streamlined projects






Kick-Start Bonus Results

Metric: Increased enrollment early in 2012

New project enroliments by quarter
350 T+
300

250 + 2008
200 om0
150 + — AN — 2011
100 + /\ — 2012
50 4
0

Q2 Q3 Q4

Metric: Corﬁbletion of early 2012 enrolled
projects

Similar abandonment rate as prior years

87% of recipients completed in 2012





Year End Bonus (2014)

« MARKET: Many projects were delayed or
abandoned In the first half of 2014

 OFFER: 20% additional incentive for
projects completing between October 15
and the end of the year

« Custom capital projects only






Year End Bonus Results
Metric: Reduced Attrition in Q4 2014

4% fewer * In 2014, 19% of projects
projects abandoned

abandoned e In 2013, 23% abandoned

2.7% fewer  In Q4 2014, 10.6% of projects

projects delayed
delayed * |In prior years, 13.3% delayed

8.5% more  In Q4 2014, 10.1% of projects were
projects advanced from future years

advanced * |In prior years, 1.7% advanced






90x90 Custom O&M Bonus (new in 2010)

MARKET: Economic downturn resulted Iin
very low Investment by customers in
capital projects between 2009 and 2011

O&M projects quick and low cost but not
a priority

OFFER: Incentive cap 90% of project cost

for projects completed within 90 days






O0x90 Results

Metric: Increased O&M project volume

50
45 -+
40 +
35
30 |
25 -+
20 +
15 +
10 +

Number of O&M projects by year

2009* 2010 2011
= Other O&M projects

2012 2013 2014
= 90x90 O&M projects

Long-term success

After 2 years of short-
term bonuses, 90x90
became a standard
offering






O0x90 Results

Metric: Reduced time projects take to
complete

Average number of months in
“‘committed” status of O&M projects

14 +
12 -

10 -

4 +
2 +
0 T T T T

2009 2010 2011 2012 2013 2014
Year Enrolled

Average months
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PDC Performance Compensation
Bonus (2014)
 NEED: Typically most projects close in

last 2 months of the year, leading to
uncertainty

 OFFER: Program Delivery Contractors

(PDCs) were given mid-year savings
targets in 2014, bonus If met






PDC Performance Bonus Results
Metric: Complete projects earlier in the year

Percent of annual projects completed by
50% T quarter

percentage of total projects

Q1 Q2 Q3 Q4
m2010-13 =2014





FIndings





Each Bonus Is Unique

Market

Thoughtful Bonus Structure





Similar Names — Different Results

Fall Bonus Year End Bonus

Reduce attrition and

New projects delays

New projects only New and existing projects

All program tracks Custom projects only

Many new smaller
projects

3.6% increase In kWh 7% increase in kWh
savings savings

Larger existing projects






Bonuses Can Increase Savings By
Shifting Savings

Focus on
completion

dates

Industrial

Target
customers

delayed

are repeat .
customers projects






Customer Expectations

* Limited time offers
create urgency to start,
accelerate or revive
projects.

* Savvy customers are
like savvy shoppers.
They may walit for a
deal.






Key Outcomes

* Bonus designs with
completion deadlines are
best for boosting same-
year savings.

* Enrollment or immediate-
start bonuses generate
volume, but may not
reduce delays.

* Quick-turn projects are
often small projects.

Improving
Forecasts

Mid-year
deadlines and
timeliness
targets improve
ability to
monitor
progress toward
savings goals.






Thank You

Presenter; Jackie Goss,
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Agenda

« Background about gas fireplaces and Energy Trust’'s program
« Summary of gas fireplace studies and results

2014
2013 Market

Market

Vendor PN Trans.

Survey Study Study

* Impact on programs and program evolution






Terminology

Ignition System

Fireplace efficiency, or FE Standing pilot lights

Electronic ignition

 Intermittent pilot ignition
(1IP1)

 Pilot on-demand
« QOthers...

| Canadi |

Gas Fireplace Energy Efficiency Rating

65%

Based on CSA P.4.1-02






Energy Trust's Gas Fireplace Program
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Research with vendors

_100% 100%
L
LL
> 90% 90%
<
2 80% 76% 80%
= S
o 70% 70% S
z :
S 60% 60% &
£ T
B 50% 50%
— 4
< 39% =
> 40% - 40% <
o o
& S
S 30% 30% O
< z
20% 20%
10% 10%
61% 68%
0% 0%
2008 2012

Average FE- Previous Vendor Studies (2009 & 2013) % IPI- Previous Vendor Studies (2009 & 2013)





Research with other market actors

Minimal
Impact
Significant
Impact





Market

Transformation
Study Findings






Study Goals

* Understand the gas fireplace market in the Northwest — who are
the players and how are they connected?

« Establish current and future market baseline for fireplace
efficiency and prevalence of IPI to potentially claim savings (both
In the past and moving forward)

« Understand the influence of Energy Trust’s program on the
gas fireplace market to date






Desired information

» Proportion of gas fireplace sales with IPI
 Proportion of gas fireplace sales by FE

2013 2014 2015

Oregon
Manufacturers
Distributors

Comparison Region = Northwest Outside of Oregon and Western Washington

Manufacturers
- Distributors
Vendors

» Reasons for any changes over time and differences across regions






Proportion of Direct-Vent Gas Fireplace Sales With IPI
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Summary of Results

« High IPI prevalence in Oregon

— Distributors saw much lower IPI prevalence in the comparison
region; manufacturers did not see much of a difference

* Both manufacturers and distributors expect IPI
prevalence to increase to close to 100%

 There is a small difference in FE mix between
Oregon and the comparison region





Summary - IPI

Projections of IPI Prevalence
100%
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m % IPI- Oregon  m % IPI- Comparison Region





Summary - Fe

Projections of Average Fireplace Efficiency (FE)
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New Homes

Study Findings






New Home Studies

« Gas fireplaces are prevalent in new homes (87%-93% of
new homes with gas service have them)

« Average FE and IPI prevalence appears to be lower than

what we see in the existing homes market
« Average efficiency is 56.5%, and 53% of fireplaces had IPI

« Customers in new homes appear to use their fireplace
less than do customers who have purchased a fireplace
(8.2 hours per week)





Program Impact & Evolution





2016 Program Objectives

Maintain market-wide momentum on
prevalence of electronic ignition

Continue to drive market through retall
channel

Make inroads into the residential New
Construction market

Transition to market transformation
model for electronic ignition





2016 Program Activity

Program Activities

Introduce Introduce
downstream upstream Gather
thermal (FE) electronic additional
Goals incentive ignition incentive | information
Maintain
electronic ignition
prevalence
Continue retailer
engagement E% £
Make inroads ino. . ___
new homes ] 3.
market
Transition to MT T!

model





Separate Offers

* Thermal efficiency is not a viable
resource in the New Homes market
— Insufficient hours of use
— Lower baseload to be displaced

 Electronic ignition savings are cost-
effective in both markets

— Comparatively low prevalence of
electronic ignition in new homes

— New Homes Is 61% of the market





2016 Proposed Existing Homes
Thermal Efficiency Offer

70%-74% FE $150
/5% > FE $250

v Continue customer-facing marketing
v’ Cost-effective savings in the Existing Homes
Program






2016 Proposed Residential
Midstream Electronic Ignition Offer

Electronic Ignition $3Q*rr*

 Distributor-facing offer
e Savings are discounted

— Goal is to “hold the line” on prevalence of electronic
Ignition in 2016, as incentives are transitioned
upstream

— Lower per unit incentive more effective when
aggregated upstream

« Savings assigned to both New Homes & Existing
Homes programs





2016: A Transitional Year

» Per-unit limited upstream approach
— Provides framework to forecast savings

— Allows time to build new business
relationships

— Opportunity to establish distributor-level

baselines, transition to performance-based
goals

Work with NEEA to explore regional
upstream effort

Opportunity to accelerate impact of
potential DOE standard
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Thank You

Adam Shick, Planning Project Manager
Erika Kociolek, Evaluation Project Manager
e o &) 7 Marshall Johnson, Residential Program

5, j,:;:-/ Manager
/ Mark Wyman, Residential Program Manager
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Conservation Advisory Council Meeting

Notes

July 15, 2015

Az
N

EnergyTrust

of Oregon

Attending from the council:

Jim Abrahamson, Cascade Natural Gas
Warren Cook, Oregon Department of
Energy

Julia Harper, Northwest Energy Efficiency
Alliance

Garrett Harris, Portland General Electric
Scott Inman, Oregon Remodelers
Association

Don Jones, Jr., Pacific Power

Don MacOdrum, Home Performance Guild
of Oregon

Holly Meyer, NW Natural

Elaine Prause, Oregon Public Utility
Commission

Stan Price, Northwest Energy Efficiency
Council

Attending from Energy Trust:
Tom Beverly

Nicole Brown

Shelly Carlton

Amber Cole

Kim Crossman

Mike Feely

Sue Fletcher

1. Welcome and introductions

Fred Gordon

Ally Hoffman
Susan Jamison
Marshall Johnson
Susan Jowaiszas
Adam Shick

Jay Ward

Peter West

Mark Wyman

Others attending:

Jeremy Anderson, WISE

Susan Brodahl, Energy Trust Board
Christina Cabrales, Conservation Services
Group

Scot Davidson, Clean Energy Works
Alicia Dodd, Ecova

Mark Duty, Rogers Machinery

Sara Fredrickson, CLEAResult
Cameron Gallagher, Nexant

Alan Meyer, Energy Trust board
Barbara Moday, Pacific Power

John Molnar, Rogers Machinery
Tom Phillips, Honeywell

Greg Stiles, Ecova

Kim Crossman convened the meeting at 1:30 p.m. and reviewed the agenda. The agenda,
notes and presentation materials are available on Energy Trust’s website at:
www.energytrust.org/About/public-meetings/ CACMeetings.aspx.

2. Old business

The council approved June meeting notes without comments or changes.

3. Preliminary results through Q2

Peter West presented Q2 dashboards, which show a shapshot of Energy Trust’s savings by

sector through June 30, 2015.
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Conservation Advisory Council Notes July 15, 2015

Peter: We are on track with expectations this time of year. We are forecasting that we will
achieve 94 percent of goal in Portland General Electric territory, 103 percent of goal in Pacific
Power territory, 117 percent of goal in NW Natural territory and 111 percent of goal in Cascade
Natural Gas territory. These are unofficial and unaudited results.

For commercial gas-only projects in NW Natural territory, we believe we may be setting
the overall incentive level too low. We saw strong performance from industrial customers
in gas territories. Savings from Strategic Energy Management is strong, as well. Results
so far indicate positive trends for the rest of the year.

We have spent more on incentives than we budgeted, but we have plenty of reserves to
spend if the trend continues. Much of the higher spending rate is attributed to New
Buildings, with projects completed sooner than expected as mild weather accelerated
construction. We forecast using no more than 20 percent of reserves in 2015.

Savings from Northwest Energy Efficiency Alliance are not included in these numbers.
They are on a different reporting cycle. NEEA has a gas initiative, but we don't expect
savings in 2015. NEEA savings are on track as far as we know.

Don Jones: Are the mid-year goals for contractors resulting in savings?
Peter: We are close to those goals. Market strategies and contract terms are helping us achieve
more savings earlier in the year. These may also be creating extra momentum to exceed goals.

4. Legislative update

Jay Ward, senior community outreach manager, provided an overview of legislative activity from
the past session. Energy Trust tracks and reports on a wide variety of energy issues and
responds to many information requests. Energy Trust does not lobby or take positions on
legislative issues.

Warren Cook: To clarify, HB 2281 would have redirected funding from school districts, not from
the Oregon Department of Energy.

5. My Business Marketing campaign
Susan Jowaiszas provided an update on the My Business marketing campaign.

Susan Jowaiszas: This is our first, and by far largest, business-to-business marketing effort. My
Business uses lighting as a hook to engage business customers, especially smaller businesses.
LEDs are still incredibly cool but now more affordable to more businesses.

Using traditional marketing channels including TV and radio, the campaign directs
virewers to a special campaign website that promotes trade allies. The site has a
customer side and trade ally side. It features our TV spot. The approach that has proven
effective is to focus on success stories. We have featured a number of successful
customer stories from all over our service territory.

Holly Meyer: What is the box in the picture?

Susan Jowaiszas: It's a sampler box with an explanatory sheet on top. It includes trinkets and
items from successful customers. It includes an LED light, a press release about adoption of
LEDs and more info about success stories.

Shelly Carlton: The customers are getting involved, too. Grand Central Baking and Stanley’s will
provide items for the boxes.
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Susan Jowaiszas: We are also using social media to support the campaign. We encouraged
trade allies to engage through cooperative marketing and co-branded ads. We provided
marketing support for small companies through a user’s guide and general instruction. A
number of trade allies participated with us. One of them will have 2.7 million impressions. We
will look at data and do evaluation for trade ally engagement. We see this as something we can
potentially offer longer term.

Alan Meyer: Seems like you could see spillover from business to homes. Will the evaluation
look at that? The thought is that you may get residential results that come from this.

Holly: This looks fantastic to me.

Scott Inman: What's the cost to Energy Trust?

Shelly: We built this for use over two to three years, so costs are amortized over that period.
Creative was a little over $100,000. The ad buy was $190,000. From that we got 10,000 visits.
That’s less than $20 per visit to the site.

Susan Jowaiszas: We are watching activity trends also.

Don MacOdrum: Coming from the residential perspective with CLEAResult, we are exploring
creative ways of marketing. This is a great way to leverage trade allies. Kudos to the group.

6. Residential Sector 2015-2019 Strategic Plan

Peter: Last fall, we finished our 2015-2019 Strategic Plan for the entire organization. This
residential sector strategic plan, as with the ones you reviewed for the commercial and industrial
sectors, is designed to make sure there aren’t any anomalies or contradictions between the
organization’s overall direction and sector goals, and to make the plans real so we can
incorporate them into our budget planning process. We start thinking about budgets this month.

Thad Roth, residential sector lead, presented on the residential strategic plan.

Thad: The current residential program model has been very successful. The residential sector
provides about one-third of the organization’s savings. Challenges require changes to how we
implement the program. The residential plan is based on resource assessments from our
Planning team that indicate lighting and water heating will provide savings in the future. New
construction is relevant, particularly on the gas side. We have dabbled in behavioral change and
think there’s more opportunity.

Alan Meyer: What are whole homes?
Marshall Johnson: A package of new construction improvements above the code baseline.
Mark Wyman: We also track individual improvements for New Homes.

Don MacOdrum: It seems that there’s six or seven times the potential for savings through
residential weatherization than what's already been acquired. That’s not what I've heard.
Marshall: This is only for electric and doesn't tell where the resources lie. They could be in
rentals and low-income situations, also.

Mark: Savings potential may also be with new window tiers and other measures that aren’t
available in the market now.

Marshall: Cost-effectiveness limits us. It looks like costs will be greater than benefits for
weatherization measures as the efficiency baseline increases, but there are still some savings.
Adam Shick: This shows only the cost-effective savings potential.
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Fred Gordon: We currently offer ductless heat pumps under a time-limited exception. We are
guantifying the costs and savings and considering alternative strategies to see if we can get the
cost-effectiveness ratio above one.

Garrett Harris: What kind of baseline and code update assumptions are we making?
Adam: We are looking at the current technology and taking federal standards that we expect in
the future into account.

Thad: What about controls?
Adam: For lighting, some multifamily common area controls are included in the resource
assessment. That's the extent of the controls.

Susan Brodahl: Only one line refers to new homes. Are the rest existing single-family homes?
Adam: New Homes shows packages, but we can also do standalone measures. We limit the
New Homes package measures based on limiting both stacks and combining.

Thad: We still need to deliver these offerings in a more cost-effective way. With weatherization,
we’ve already seen the impacts of cost-effectiveness challenges. We will have more of a sense
of how effective we can be later this year. Behavioral offerings will continue to be an
opportunity, but we need to continue evaluating that.

We have engaged 440,000 residences so far. Looking at the map, we have served
between one-quarter and one-third of the potential in our service territories.

Don MacOdrum: What counts as serving the customer?

Adam: We either provided an incentive or they saved energy.

Marshall: Energy Saver Kits and appliances are the highest volume measures.

Adam: A Home Energy Review would count as well, but the customer didn’t pay for it.

Fred: We reach the most residential customer through retail lighting, which we currently can't
map by geography.

Thad: Low avoided costs are a big challenge and require us to rethink our delivery models.
Driving costs down and supply chains are areas of focus. Measure saturation is another area of
focus. Lighting was two-thirds of our 2014 electric savings. We have fewer measures than we
did five or six years ago. We have urgency in developing new measures. Will need more
discipline in how we develop things. We are partnering more with regional efforts like NEEA. We
are looking at behavior changes. We'll consider more opportunities to integrate with other things
that aren’t traditionally in the energy sector. Home automation is a great example. We've
expanded participation, but are faced with the challenge of how to expand our geographic reach
more cheaply.

Holly: The slides show gas savings, but low avoided costs and measure saturation. Are the gas
slides based on what's hopefully cost-effective if we figure things out?

Thad: Some savings for new homes come from cost-effectiveness exceptions. We need to
address those exceptions and improve delivery costs to capture those savings.

Adam: New construction and water heater replacements aren't yet available but will start
coming up.

Mark: Cost-effectiveness is a spectrum. Incentives and uptake can sometimes drop. We've
mitigated with appliances.
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Holly: It's surprising to see so much weatherization potential when cost-effectiveness is hard to
crack. The slide shows cost-effective savings, but that doesn't jive with what we know about
measure being hardly cost-effective.

Marshall: You are balancing out a number of savings categories. For water heating, where there
is a clear supply chain, you may be able to influence the supply chain at lower costs than
compared to weatherization. Retrofits are more costly to facilitate and collect information about.
There are fewer dollars and volumes won't be as large.

Elaine Prause: There is a lot of resource potential for windows compared to wall and ceiling
insulation. It depends where the potential is focused.

Scott Inman: Every window that is now failing from 20 years ago is counted based on the
incremental savings above code. Maybe insulation was up to a higher standard based on code
for a while.

Fred: Windows offer a lot of savings but may be on a 50- to 100-year cycle for replacement.
Contractors may persuade people to replace things they wouldn’t otherwise replace, but given
the limited incentive Energy Trust can cost-effectively offer, we can only persuade them to buy a
better window when they are already buying windows.

Peter: | see the point of the comments. The data is not fully representative. We'll need to add
more detail to the next draft. If you assume a lot of new incoming technology, it confuses things.
We have measure saturation for weatherization but with windows you assume new technology.
The potential is different.

Warren Cook: Maybe extend out the graph to show what happens in the future if we continue
doing things the same way.

Thad: We think we need to refocus our design, contracting and delivery around technologies
instead of market channels. This would allow for a more holistic pursuit of technologies. Heating
systems are in all homes, but we can focus on the technology instead of whether the technology
is in new or existing homes. That's a key change in our thinking.

We are seeing duplication of services in our contracts and there are opportunities to
reduce redundancies between our Program Management Contractors. We will continue
pilots to drive new measure opportunities and work with NEEA and others to develop
new measures. We will move upstream with some strategies, such as appliances. We
can work with suppliers. It may mean more interaction with distributors or manufacturers
and less focus on consumers.

We will have to develop new, lower-cost opportunities to reach new customers and re-
engage with past customers. We may need to develop relationships with new market
actors. For example, Nest has motivated customers to replace their thermostats for
reasons other than energy savings.

Alan: Would that mean that there isn't a New Homes or Existing Homes program? There would
be lighting or water heating programs instead?

Mark: Water heating is a big part of our future. Water heating is worked on through Existing
Homes, but it's not part of the Products program. There are New Homes opportunities as well,
but the different PMCs aren’t communicating with each other.

Alan: What would that look like if it was perfected?

Mark: We are looking at engaging the supply chain instead.

Scot Davidson: Do you assume a static regulatory environment? Interest in carbon and
transportation will increase. That will have an impact on our work.
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Mark: Being nimble is a priority. Change will come and we know what some of it will be. We
have not been nimble enough to reorient our strategies.

Thad: Focusing on the cost of delivery give will us a better chance of reducing impacts of risks.
In a carbon-constrained environment, these investments are more attractive.

Warren: We are enthused about restructuring programs around technology. Contractors and
suppliers have overlap. Water heaters don’t know what house they will go into.

Elaine: The idea of mitigating shrinking savings made the NEEA discussion rise to the top. It
was helpful to talk about the potential of weatherization. | agree that seeing the savings potential
of windows compared to insulation helped. I'm surprised behavior didn't rise.

Marshall: We see behavioral measures as a savings channel to explore. We are a utility
intermediary, and residential behavior has a utility component. We need the right level of
collaboration with utilities.

Mark: Where does behavior end and controls optimization begin?

Don Jones: If you put all of your eggs in the behavior basket, you present some risk to the
infrastructure necessary to have a broader portfolio.

Alan: We were excited about the first bullet. It's time to do things differently as things change.
Don MacOdrum: It's a dynamic environment and building nimbleness is very important.

Mark: We see opportunities for market leaders. Maybe there’s an opportunity to work more
closely with industry leaders.

Marshall: What if there was a combined application process for Energy Trust incentives and tax
credits with the Oregon Department of Energy? We both impact the same customers. That's a
great example of how channels can be leveraged.

Holly: This feels like pre-strategic planning. There’s directionality to it, but it's not ready to
execute. I'm curious about next steps.

Kim Crossman: Our annual budget and action plans will help make next steps more clear. The
rubber hits the road in those action plans. You'll see the first look at the budget in October.
Comments today have an effect on what shows up in those plans.

Thad: There is work to be done to make these ideas more concrete. We want your participation.
These are challenging questions, and we’re open to receiving help.

Mark: Next year won't look that different, but you will see more changes showing up. You will
see more technology-focused approaches.

Susan Brodahl: Expanding customer participation includes extra costs. What will we see in the
budget to address this?

Marshall: We plan to leverage market actors that already exist.

Susan Brodahl: | wouldn’t want to constrain expanded customer participation. It will cost more.
We need to keep that in mind.

Thad: It's a challenge that we recognize. We think we have strategic solutions.

Susan Brodahl: | don’t want to be too hard on expanding participation by making cost
paramount.

Peter: We're under a cost-effective requirement for whole programs. It doesn’t mean that
everybody in every sector has to be treated the same. To expand participation, we are going to
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focus more expense in some areas. But we also have to get savings to hit a benefit/cost ratio of
one. We are challenged not to do it the way we have in the past.

Stan Price: It's clear that there is concern and need for improvement in the PMC structure. |
couldn’t get the directional intent of how to reform that. Is that an open question?

Marshall: The residential sector has a precedent of using the PMC model. However, Energy
Trust uses Program Delivery Contractors in other sectors. There are opportunities for different
channels. Potentially there are actors who can contribute value that we’re not including right
now. PMCs are engaging those actors, but we think there is a more coordinated way to
structure this.

Mark: The two aren’t mutually exclusive. Our challenge is to get innovators with niche expertise
while unleashing the ability of our PMCs. Our solicitations shape the sorting rules and programs.
We need to start asking different questions and posing different challenges. You'll see us
eliminate redundancies and open space up for different ways to engage consumers.

Peter: If the next five years are characterized by different ways of going to market, do we have
the structure today to do it? We don'’t think so. The more you go upstream, the more you need a
different kind of approach.

Stan: How will we see those decisions play out as you make them?
Peter: You'll see it in annual plans and RFPs.

Holly: How long are the current PMC contracts?

Marshall: The Existing Homes PMC contract is through 2017 and the Products contract is
through 2019, both with optional extensions. These are maximum contract lengths, so there is
flexibility to adjust the current contract structures.

Julia Harper: We've had conversations that could synergize in the mid-stream space. We have
a growing number of good programs but not the resources to execute them. There are
opportunities for partnering with others organizations.

Holly: Your ideas about innovation and ways of working with various stakeholders, beyond
PMCs, doesn’t seem to show up in the plan.

Mark: This is the first pass to engage stakeholders and get their thoughts on going this direction.
We didn’t want to presume the outcomes.

Holly: It sounds like you are saying this needs to be more of a collaborative process. Maybe the
collaborative approach is how you are going to determine the specifics?

Kim: That's more the process than the content. It's the how. There will be conversations here at
Conservation Advisory Council meetings that are part of the process. There was a lot of
stakeholder involvement from early on as we developed our first programs.

Jeremy Anderson: These are very vague generalities so it's hard to give a reaction. We'll be
able to comment more as things become more specific.

Fred: We are doing work this year to learn more about who isn't participating in what. Our
participation in residential programs is robust, but participation is lower outside the Portland
metro area. What's the supply chain out there? What are the barriers and reasons for lesser
participation outside the metro area? We are trying to look at that more closely.

Sara Fredrickson: This is an exciting change. Something major does need to happen and this is
great to hear.
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Conservation Advisory Council Notes July 15, 2015

Julia: We've been working on regional market strategies with NEEA's Regional Portfolio
Advisory Committee. Fred has been involved in commercial lighting. We are doing initial work
on consumer products this year. Some of you can have opportunities to think about this and
how we address some of these things.

7. Public Comment
There were no additional comments.

8. Meeting adjournment

The meeting adjourned at 4:00 p.m. The next scheduled meeting of the Conservation Advisory
Council will be on September 9, 2015, from 1:30 p.m. — 5:00 p.m.
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Timeline

September - December, 2015:
Gather input from stakeholders, finalize position description

January - April 2016:
Advertise position, review resumes, evaluate candidates

April - August 2016:
Select and evaluate finalists, present offer to preferred
candidate

September - October 2016:
Announce hire, begin onboard and transition activities





Stakeholders to engage/inform

Energy Trust Board

Oregon Public Utility Commission

Utilities

CAC & RAC members

Customer and industry groups

Program management and delivery contractors
Trade Allies

Energy Trust staff






Discussion

What current and future opportunities and
challenges should the board have in mind when
making this selection?

| CAISSE Nons MG &

LTI

™o

. e m e .

.;.H-ll'rnn:xr- .
- : s






Discussion

Which capabilities and traits are most important
to you? Which are least important?

Strategic thinking, planning and execution
Executive level management

Effective communications

Belief in Mission

Sustaining Energy Trust’s culture

N N N N N

In-depth industry and subject matter knowledge

—
11y






Discussion

What do you feel is most important about this
hiring and transition process?

What else should we be asking you?






Additional Comments or Questions

Ken Canon
Executive Director Transition Committee Chair

kdc@iinet.com






Thank You

Susan G. Brodahl

Vice President, Heffernan Insurance Brokers
Board member
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Draft

Energy Trust Executive Director desired traits and capabilities
7/23/2015

Energy Trust of Oregon is beginning the recruitment process for a new Executive Director.
Earlier this year the current Executive Director, Margie Harris, informed the Board that she plans
to retire in late 2016. The Energy Trust Board has created an Executive Director Transition
Committee to facilitate the recruitment, hiring and transition process. This Committee has had a
number of meetings and has also participated in discussions with the full Energy Trust Board
regarding the desired traits and capabilities of a new Executive Director. Based on these
discussions, below is a summary of the Committee’s initial thoughts on the desired traits and
capabilities. The Board and the Committee are seeking input on these initial thoughts from the
wide range of Energy Trust stakeholders.

1. Strategic thinking, planning and execution

The Executive Director will have the vision to lead and set the overall course for the
organization, and will ensure Energy Trust is guided by a long term strategic plan. This
individual works with the Board, stakeholders and staff to oversee the organization’s
development and implementation of five-year strategic plans. The Executive Director will
be comfortable exploring new opportunities and challenges. The ability to recognize and
lead the organization through change is a critical capability.

2. Executive Level Management

The Executive Director will have experience working with a board and directing a large
professional staff in managing an entity of similar size and complexity. This includes a
demonstrated understanding of the potential legal, financial, stewardship and human
resources obligations confronting a large nonprofit entity, and of the regulatory and
political environment in which it operates. The Executive Director will lead efforts to
identify goals and to work within established budgets to attain those goals. This
individual will exercise sound judgment and decision making processes that establish
priorities, appropriately allocate resources, account for risk, and adapt to changing
circumstances.

The Executive Director will be accustomed to hiring, mentoring, building, inspiring and
facilitating a collaborative, team-oriented, diverse and goal-oriented work force. The
Executive Director will genuinely care for people and have an appreciation of their skills,
interests, competencies, and professional development.





Effective Communications

The Executive Director will have the ability to take large amounts of complex information
and comfortably synthesize it into non-technical, understandable and appropriate
messages for a variety of audiences and situations. Both written and verbal
communications skills are critical competencies for this position. As a key spokesperson
of the organization, the ability to be an effective communicator in high risk situations is
essential.

The Executive Director will draw on superior communication and relationship
development skills to build partnerships and credibility with a wide range of stakeholders
in order to achieve objectives. The Executive Director should be a skillful negotiator and
should have conflict resolution experience.

Belief in Mission

The Executive Director will bring a positive and inspiring attitude to this position. That
attitude reflects a personal belief that what Energy Trust does is powerful and important.
This conviction will enable the Executive Director to naturally lead others to accomplish
aggressive goals, recognize new opportunities and embrace change.

Sustaining Energy Trust’s Culture

Energy Trust has benefited from a culture that embraces collaboration, openness,
transparency, integrity, accountability and results. This culture also strongly recognizes
the important stewardship role it plays in marshalling and deploying ratepayer funds.
The Executive Director will be a strong proponent of these and other positive cultural
attributes.

In-depth industry and subject matter knowledge

The Executive Director will have in-depth experience in the field of energy efficiency and
renewable resources with relevant knowledge of technologies, utilities, customer needs,
energy planning and related energy efficiency organizations in the Northwest. This
individual will understand the future challenges confronting Energy Trust’s affiliated
utilities and how those might affect Energy Trust’s mission and its unique approach to
acquiring energy efficiency. In addition, the Executive Director will apply an
understanding of the interests of stakeholders and how decisions are made in Northwest
regulatory and policy environments. Experience working with a wide variety of
stakeholders and contractors related to the electric power and natural gas industries is
useful.






Trust

POSITION DESCRIPTION of Oregon

POSITION TITLE: Executive Director REPORTS TO: President of the Board of Directors
GROUP: Executive EVAL. DATE:

BACKGROUND

Energy Trust of Oregon is an independent nonprofit organization dedicated to energy efficiency

and renewable energy development. We serve Oregon customers of Portland General Electric,

Pacific Power, NW Natural and Cascade Natural Gas. In 2014, Energy Trust was recognized as
one of the 100 Best Nonprofits to Work For in Oregon.

GENERAL POSITION SUMMARY

The Executive Director works with the Board of Directors, Energy Trust staff, the Oregon Public
Utility Commission (OPUC) and stakeholders to fulfill the organization’s vision, mission and goals.
As CEO, this position manages all daily Energy Trust operations and is accountable for the
effective delivery of energy efficiency and renewable energy programs serving 1.5+ million
consumers in two states. Overseeing development of an annual budget of $170+ million derived
from utility ratepayer contributions to the public purpose fund, the Executive Director motivates a
90+ person staff, manages an executive team responsible for all organization functions and
activities, and ensures compliance with appropriate laws and requirements. They publicly
represents the organization. The Executive Director reports to the Board President and works
under general direction of the Trust’s Board of Directors.

ESSENTIAL FUNCTIONS / MAJOR RESPONSIBILITIES

Human Resources

Board of Directors

o Ensures effective engagement of all board members and through regular communication
with the board president and committee members, by preparing high quality board
materials, and through board meeting coordination and follow-up.

e Ensures appropriate level of staff support to the Board and its committees.

e Interprets trends in the energy field for Board and helps coordinate board recruitment and
development in partnership with President and nominating committee.

Staff

o Creates an inclusive environment and positive culture where staff is engaged,
achievements are recognized and individual and collective accountability is fostered.

o Directly leads the executive management team, building an esprit de corps among
members that invites different viewpoints and results in clear business solutions, decision-
making and effective communication.

e Supervises and directs key staff in the performance of their duties, being ultimately
responsible for ensuring the quality and effectiveness of their work.

o Evaluates the performance of key staff members, and provides overall direction for the
personnel functions, including active participation in approval of personnel actions.

ENERGY TRUST POSITION DESCRIPTION — Executive Director
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POSITION DESCRIPTION of Oregon

Strategic Planning

Provides strategic leadership and ideas for the organization as a whole, engaging staff,
board and stakeholders in effective planning efforts.

Aligns the annual budget with action plan priorities, creating opportunities for participation
and feedback from staff, board and stakeholders.

Complies with performance measures established by the OPUC and goals and objectives
adopted by the board of directors.

Program Development and Implementation

Oversees design and implementation of programs to meet both efficiency and renewable
goals in strategic and annual plans.

Ensures independent third-party evaluations of programs and incorporates recommended
improvements.

Finance

Develops recommendations to the Board for the strategic investment and management of
$100+ million in Energy Trust funds annually.

Prepares annual budgets consistent with approved strategic plan and action plans
Remains accountable for effective management and reporting of financial resources, once
approved.

Directs staff responsible for financial operations.

Organizational Operations

Negotiates funding agreement with Public Utility Commission.

Ensures compliance with all legal, contractual and fiduciary obligations.
Recommends policies to the Board for consideration and adoption to ensure efficient
operations and performance.

Communications

Maintains timely and responsive communication with the Oregon Public Utility Commission
and fulfills all contractual obligations consistent with the grant agreement.

Invests in solid working relationships with utility representatives, reporting achievements
and pursuing mutual opportunities for collaboration.

Reaches out to partner organizations with related missions, identifying opportunities to
strengthen existing efforts and initiating new ways to achieve fulfill common interests.
Represents the organization in statewide, regional, national and other energy forums
designed to further energy conservation, energy efficiency and renewable energy
development.

Handles public relations and media inquiries, portraying the function of the Energy Trust to
the community, stakeholders and key constituents.

ENERGY TRUST POSITION DESCRIPTION — Executive Director





Trust
POSITION DESCRIPTION of Oregon

SUPERVISORY RESPONSIBILITY

e Directly hires, supports and supervises executive staff responsible for all organization
functions, including the Chief Financial Officer, General Counsel, Director of Energy Programs,
Director of Operations and the Executive Assistant. Mutually defines annual work opportunities,
priorities and targets, regularly discusses progress and provides effective management.

e Ensures that all organizational responsibilities are designed and fulfilled in an effective and
service oriented manner, including those listed above as well as Marketing and Customer
Services, Planning, Evaluation, Information Technology, Human Resources, and Office
Administration.

e Creates both individual and collective team training and development opportunities to enhance
professional growth.

POSITION REQUIREMENTS

¢ Minimum 10 years supervisory or managerial experience with demonstrated expertise in
business, financial, personnel management and decision-making for an organization of
comparable size and complexity.

e Proven ability to work effectively with volunteer boards and committees; to supervise/lead
staff, and appropriately prioritize, organize and strategic plan for effective program design
and delivery.

e High integrity, creativity and flexibility combined with sound leadership, judgment and
management effectiveness.

o Excellent oral and written communication skills, including effective public speaking and
ability to engage and motivate people.

o Deep familiarity with energy policy, energy efficiency, conservation and renewable energy
policies, issues and opportunities.

e M.A. or M.S. in business, public administration, policy, or management field or equivalent
experience.

The above information is designed to outline the functions and position requirements of this job. It
does not identify all tasks that may be expected, nor address the performance standards that must
be maintained.

ENERGY TRUST POSITION DESCRIPTION — Executive Director
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POSITION DESCRIPTION of Oregon

ADDITIONAL INFORMATION

e Salary commensurate with skill and experience.
o Competitive benefits package.
e Applications accepted until position is filled.

APPLICATION INSTRUCTIONS

Quialified individuals please submit cover letter, resume and application (found on Energy Trust’s
website www.energytrust.org/About/careers) to careers@energytrust.org.

Attn: Executive Director

Energy Trust of Oregon is an equal opportunity employer.
Www.energytrust.org

ENERGY TRUST POSITION DESCRIPTION — Executive Director
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2015

June

ETO Executive Director Transition
Draft Preliminary Timeline
June, 2015

Begin outreach with Board (Strategic Planning Retreat)

Begin outreach with staff

Begin outreach with stakeholders (Strategic Planning Retreat)

Gather input on position requirements, desired attributes and characteristics of
Executive Director position

Refine stakeholder list

Begin individualized outreach with stakeholders

Refine, narrow and prioritize desired knowledge, skills and attributes
Refine communication plan

Decide on draft desired knowledge, skills and attributes
Put in draft Position Description language
Continue individualized outreach with stakeholders

September/October

Complete the position analysis and complete Position Description draft
Gather input on Position Description from stakeholders
Finalize Position Description

November/December

2016

Select an interview team

Announce upcoming recruitment to staff

Coordinate with communication staff to prepare public announcement
Brief the Board on the recruitment/succession plan

Decide whether additional executive search assistance is needed

If so, conduct an interview process and select.

January/February

Advertise the Executive Director position





March

Outreach to partner organization
Source candidates through networking channels
Interview questions developed by interview team

Review/shortlist resumes
First round interviews with top external candidates
Evaluate/interview internal candidates

April/May/June

July/August

September

October

Round 2 interviews with 2 — 5 candidates
Reference checks

Final preferred selection

Prepare employment contract

Salary/comp analysis of Executive Director position

Prepare/extend offer and negotiate contract terms
Target date for selection
Background checks, if external candidate selected

Notify runner up candidates
Make formal announcement
Margie to prepare training/transition plan

Target start date — October 1
Begin transition plan






Turning on a Dime: Using Bonus Incentives to Influence Project Completion
Jackie Goss, Energy Trust of Oregon
Kyle Morrill, Energy Trust of Oregon
Ray Hawksley, Energy Trust of Oregon

ABSTRACT

Demand side management programs use a variety of methods to generate energy savings.
A multitude of challenges and risks exist in this process, including project attrition and delays —
preliminary analysis suggests up to 25 percent of projects where a participant has accepted and
signed an offer delay by one year or abandon completely. The primary channel by which
programs can influence participant behavior is through incentive design. Incentivizing energy
efficiency, conceptually is relatively straightforward. By lowering the cost of efficient
technologies or behaviors the individual or business on the margin of investing in efficiency will
do so. But factors beyond the control of programs, such as changing economies may also
influence efficiency projects.

Can bonus incentives influence project completion rates or enroliment patterns? Using
project-level panel data from Energy Trust of Oregon’s Production Efficiency program we study
the effect of five distinct bonus design structures on participant attrition, energy savings, and
completion timeliness. These bonuses vary by seasonal timing, incentive magnitude, and
applicable project type. We found bonuses successful when they are designed thoughtfully for
specific objectives. In general non-custom measures seem more responsive to deadline-based
bonus incentives due to more nimble timelines. However, when custom measures can be
influenced they have the greatest impact on annual savings. In addition to reducing attrition or
increasing savings, appropriately designed bonuses may also be useful in shifting savings
forward in time.

Introduction

Energy Trust of Oregon, an independent nonprofit organization dedicated to helping
utility customers benefit from saving energy and generating renewable power, began offering
cash incentives to utility customers in 2002. Our efforts extend to industrial customers who
accounted for roughly 30 percent of electric savings garnered by Energy Trust in 2013.

The industrial sector is characterized by projects which are typically larger in magnitude
but lower volume than residential or commercial sector projects. This composition introduces
unique challenges because program savings are sensitive to the success of relatively few
projects— risk is not smoothed by a large project volume. Furthermore industrial efficiency
projects often require large investments by firms who may reserve capital in the face of market
uncertainty.

The primary channel by which programs can influence participant behavior is through
incentive design. Still, historical analysis shows approximately 25 percent of projects where a
participant has accepted and signed an incentive offer will delay by one year or abandon





completely!.One approach is to further lower the cost of efficient investment, through bonus
incentives or special offers to capture projects on the outer margin. The Production Efficiency
(PE) program at Energy Trust has done just that by offering bonus incentives when projected
project volume is low or attrition is particularly high. Since 2010 five bonuses have been offered
to boost completion rates, increase enrollments, or to smooth project volume. This paper will
evaluate the effectiveness of each bonus in relation to its unique design and intent. We will also
investigate if bonus incentives perform differently by fuel type or project type. This analysis will
conclude with recommendations on effective bonus structure and design.

Production Efficiency at Energy Trust

Demand side management has been the purview of Energy Trust since 2002. All
customers of Oregon’s four gas and electric investor-owned utilities are eligible for incentives
and Energy Trust distributes its efforts and funds by setting annual goals by sector. Energy Trust
has increased savings each year to meet annual goals of the three key sectors: industrial,
commercial and residential.

The PE program offers financial and technical service incentives to improve the electric
and natural gas efficiencies of industrial and agricultural equipment, systems and processes in
new and existing businesses. PE provides a diverse set of custom and streamlined offerings. The
custom track is includes capital, operations and maintenance (O&M), and Strategic Energy
Management (SEM) offerings. No bonuses have been applied to SEM projects therefore this
paper does not include statistics from SEM projects. The streamlined program is roughly
organized into lighting, streamlined, and prescriptive offerings. Program delivery contractors
(PDCs) promote and sell the PE program in the market and employ highly skilled industrial
energy efficiency engineers, analysts and specialists. They perform most customer facing work
including the promotion of bonus incentives.

While Energy Trust programs are accountable to annual savings goals, goal setting
cannot always account for market volatility or other aspects affecting projects throughout the
year. The industrial sector is especially high risk — if a few projects delay or abandon the
program can lose a significant portion of its ‘pipeline’, the projects that the program expects in
the coming year. Bonus incentives have been used to bring in marginal and delayed projects
when the pipeline is not in line with goal. A marginal project is a project where the customer is
on the fence about committing to an energy efficient measure or who otherwise would not
complete a project in a given year?. If incentives act in the marketplace as a tipping point to
investment in efficient technologies, increasing that incentive should garner more projects and
savings. In all cases and, most importantly, bonuses act as a sales mechanism to engage
customers and create excitement and interest in energy efficient technologies. Some might hold
the belief that bonuses simply move inevitable savings forward, the bigger picture is that
everyone benefits from reducing energy consumption sooner rather than later. End users reduce
operating costs and increase profitability and load on the grid is reduced resulting in additional
capacity that will support business and population expansion. In cases where new or previously

! Source: Energy Trust Production Efficiency Program data
2 The word ‘marginal’ is in reference to customer motivation or ability to participate and is not a reflection of the
resource potential or cost effectiveness of the project.





unengaged customers benefit from a successful efficiency project that they would not have done
without a bonus, additional projects develop that further increase savings well into the future
since the vast majority of industrial customers will implement additional projects after realizing
initial success.

The Bonuses
90x90

The 90x90 Industrial Operations and Maintenance Bonus launched in Q2 of 2010 and
was limited to custom O&M projects. By early 2010, the economic downturn had caused many
businesses to behave cautiously and to pull back on spending capital funds unless absolutely
necessary. The bonus was spawned by the resulting drop in the PE program pipeline between Q1
and Q2 of 2010. O&M projects tend to be very low cost and can be completed in considerably
shorter timeframes than typical capital improvement projects. Custom O&M incentives were
already available, although the offering was new and less well known. The program’s intention
was to generate excitement and urgency by significantly increasing the incentive when O&M
projects were completed in a short timeline. Through the bonus, projects that completed within
90 days of Energy Trust signing their offer letter earned an incentive of up to 90 percent of their
project cost, an increase from the standard incentive cap of 50 percent (incentive caps based on
savings also applied).

Many new projects came in over the four-month bonus period with the majority
completing within 90 days. Owing to the success of the 90x90 bonus offer in 2010, it was
offered for a limited time again in 2011. In 2012 the 90x90 became a standard offering and
remains available at any time throughout the year.

Fall Bonus

The 2011 Fall Bonus was developed in response to the announcement in June 2011 from
the Oregon Department of Energy that the Business Energy Tax Credit (BETC) was immediately
and retroactively (to April 15th) eliminated. The BETC had provided businesses with tax credits
of up to 35 percent of efficiency project costs and the loss of this financial benefit was projected
to have a negative impact on numerous not-yet-enrolled projects that were anticipated by the
program. While the Fall Bonus was not intended to replace the full value of the BETC, the 20
percent bonus was expected to help lessen the impact of losing the BETC credit on applicable
projects. The goal was to keep as many of these prospective projects alive as possible, resulting
in minimal impact to the program pipeline. The Fall Bonus was offered to non-O&M projects
enrolled on or after September 1, 2011 and completed by December 15, 2011.

Kick Start Bonus

Near the end of 2011, the 2012 project pipeline was substantially behind what was
expected and the likelihood of reaching electric and gas savings goals was in doubt. There was
concern that providing bonus dollars alone may not ensure that enough projects would actually
start and complete in 2012 so a ‘hook’ was developed to capture new projects that were likely to
complete within 2012. The 2012 Kick Start Bonus was applicable to new projects enrolled





between December 16, 2011 and June 29, 2012 with the requirement that customers must order a
substantial portion of the capital equipment for the efficiency project within 90 days of the date
that Energy Trust signed the project incentive offer. While there was not a hard deadline for
customers to complete implementation of the bonus-eligible projects, the belief was that once
customers made equipment purchases the likelihood of projects abandoning or delaying would
be reduced. In other words, even though fewer projects were projected than usual, more of these
projects were expected to actually close.

PDC Performance Compensation Bonus

The PDC Bonus was offered in 2014 in attempt to more evenly distribute project
completion rates throughout the year. Historically the PE program experiences a ‘hockey stick’
where the majority of savings and projects close at the end of each year. (Figure 3 below
demonstrates this phenomenon.) This effect creates uncertainty around progress toward goal at
the end of the year when it is too late to stage an intervention. In effort to decrease this effect, a
bonus was offered to the PDCs customers were unaware of the offering in 2014. Customers were
unaware of the offering. PDCs qualified for the compensation bonus if they met an individual
savings goal by the end of Q2. From a program design perspective this offers a unique
opportunity to evaluate the effectiveness of a bonus outside of the marketplace as this was the
only bonus where the customer was not incentivized.

Year End Bonus

The Year End Bonus was offered in Q4 2014 to spur project completion rates in the face
of a dwindling pipeline. At the end of September project abandonment rates were high and the
pipeline had dropped below goal. The bonus design logic was that if attrition rates could be
lowered, final savings would exceed those predicted by the pipeline. Furthermore, if projects
which had already indicated a delay into 2015 could be brought back into 2014 the program
would further boost 2014 savings. The PE program offered a 20 percent bonus for custom
projects that completed between October 15" and the end of the year.

Results
90x90 Bonus

The 90x90 Industrial O&M Bonus provides free technical assistance to identify and
analyze low-cost O&M efficiency measures such as scheduling equipment, tuning controls and
fixing leaks. For projects completed within 90 days of the incentive offer, the cash incentive is
up to 90 percent of installation cost (with an incentive cap based on savings). After 90 days, the
incentive returns to the standard rate of up to 50 percent. The 90x90 was introduced as a limited
time bonus in 2010 and in 2011. In 2012 it became a standard offering and remains available any
time throughout the year.

Goal: Increased O&M project volume
The primary goal of this bonus was to encourage O&M projects that could be completed
on a short timeline to enroll and to finish quickly. O&M projects were a new offering in 2009.





Figure 1 demonstrates that within the four month enrollment period in 2010, 45 completed in
time to take advantage of the 90x90 bonus, compared to only 9 completed O&M projects that
either enrolled outside the bonus timeframe or otherwise did not qualify for the bonus. Those 45
projects accounted for more than 15 percent of the program’s total electric savings in 2010.
While it’s difficult to know how many of those projects would have completed without the
bonus, program staff believes the bonus was highly successful in promoting the O&M offering
and securing savings in 2010.
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Figure 1. Number of 90x90 qualifying and not-qualifying O&M projects completing in the PE
program each year through 2014 (Does not include SEM activities). Source: PE program data

Goal: Quick-turn projects

Operations and maintenance projects can often be completed quickly once they have been
identified. Nonetheless, prior to the 90x90 bonus, it was common for projects to stall or abandon.
The program hoped the time-based bonus would create urgency to complete projects that may
seem low priority otherwise.

We used average number of months the projects were in committed status as a proxy for
completion rates to study the success of the bonus. Figure 2 demonstrates a decrease in average
months O&M projects were in committed status by more than half between 2009 and 2010. This
trend of quickly completing projects continued through 2014.
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Figure 2. Average months in committed status of O&M projects, sorted by year enrolled. Note:
Projects remain in committed status during some administrative activities so many qualifying
90x90 projects were in that status for longer than 90 days. Source: PE program data

Goal: Long term success

With the measureable success of the four month bonus offer in 2010, the program hoped
for continued success and savings from O&M projects. In 2011, 90x90 was advertised as another
bonus and in 2012 it was integrated into the program’s standard offerings.

We used the quantity of completed O&M projects each year to study how the uptake of
the presentation of the offering changed over time. Figure 1 above shows that participation in the
90x90 offer peaked in its first year and dropped in following years. More participants took
advantage of the 90x90 bonus within four months in 2010 than did in 2013 and 2014 combined.
The effect may be a form of ‘bonus fatigue’ where the excitement and activity spurred by a
special offer fades as participants adjust their expectations, or the drop in participation in 90x90
may be due to high participation in our SEM program, which is another path for O&M savings.

Fall Bonus

The Fall Bonus began in September 2011 in response to the loss of BETC tax credits
which diminished the pipeline in a time of year where historically the pipeline saw growth.
Figure 3 below sums projected 2011 savings by project status. It shows that beginning in August
2011 the pipeline began to shrink, primarily through the loss of prospective projects without a
customer signed incentive offer (shown in aqua). The bonus offered an additional 20 percent
cash incentive for new projects, excluding O&M, completing before the year closed in an effort
to reverse the declining trend. Any project without a signed incentive offer was eligible for the
bonus.
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Figure 3: 2011 PE Program cumulative electric pipeline. Statuses are, from darkest to lightest (or
bottom to top), completed projects, offers signed (committed projects), offers proposed, and
enrollments. Source: PE program data

Goal: Increase savings from new projects

The Fall Bonus was designed to increase the number of projects entering the pipeline at
the end of the year. Table 1 shows the percentage of new projects which completed in 2011
(bonus year) and the average of non-Fall Bonus years scaled to annual volume. The PE program
completed 13.4 percent more projects that enrolled after Sept. 1 than in other years, resulting in
3.6 percent more electric savings®. Across all tracks the growth in projects is larger than the
growth in savings providing evidence the extra projects are of smaller than average savings. This
intuitively makes sense as the extra projects garnered by the bonus were smaller and more able to
complete by the end of the year. This is especially noticeable in the custom track as the 7 percent
increase in projects could not overcome the average non-bonus year growth in savings. Table 1
provides suggestive evidence the bonus was effective in both increasing fall enrollment and
boosting annual kWh savings.

3 Table 1 presents results, in bold, of a ‘first-difference’. This technique differences out non-bonus years from the
bonus year to control for temporal variation and to establish baseline program activity. Using percent of annual
totals controls for within-year variation not correlated across time or with the treatment variable (the bonus). The
resulting difference is interpreted as an estimate of activity attributable to the bonus.





Table 1: Projects committing after September 1

All Tracks Custom Lighting Streamlined

N kWh N kWh N kWh N kWh

2011 (bonus) | 37.4% | 26.5% |27.2% |18.7% |44.0% |34.3% |33.6% |33.8%

Avg. other 24.0% |229% |199% |20.1% |27.3% |28.8% |19.8% |21.9%

Difference | 134% |3.6% |7.2% |-14% |16.8% |5.5% 13.7% | 11.9%

Note: All values are percent of yearly totals excluding O&M. N represents project count. Avg. other is the average
of non-Fall Bonus years 2009, 10, 12, 13 and 14. Source: PE program data

A concern was the bonus would garner additional projects but would not be effective in
making savings goal because those projects may not be able to complete within 2011. We
investigated this in Table 2 which shows the percent of total projects per year delaying to the
following year. The Fall Bonus did not increase project delays — in fact nearly a full percentage
point fewer projects delayed compared to 2012 and 2013. This effect was primarily driven by
custom track projects which saw a ten percentage point decrease in delays.

Table 2: September through December project attrition

2011 (bonus) 2012 2013
N kWh N kWh N kWh
All Tracks 5.8% 11.8% | 6.5% 17.2% | 6.8% 12.3%
Custom 10.0% |14.7% |25.6% |244% |28.0% |17.1%
Lighting 6.4% 8.7% 6.1% 9.3% 4.3% 3.3%
Streamlined 3.2% 4.0% 2.0% 2.3% 2.3% 4.1%

Note: All values are percent of yearly totals excluding O&M. n represents the project count. 2014
was omitted because a similar bonus was run (see Year-End bonus). Project delay data does not
exist pre-2011. Source: PE program data

Kick Start Bonus

Projects qualifying for the Kick Start Bonus received a 20 percent increase in expected
incentives in attempt to increase enrollments in 2012. Custom O&M measures were excluded
because of the available 90x90 offer. The bonus was announced in late 2011 and promoted in the
first half of 2012. It was open to new projects and projects that had committed late in 2011.

Goal: Increased enrollment in 2012

An increase in project enrollment was hoped for during promotion of the bonus. Figure 4
shows new project enrollments into the qualifying tracks of the PE Program in each quarter of
2012 and in the preceding years. In the years leading up to 2012, the PE Program saw a trend of
100-200 new enrollments per quarter, with the highest enroliments in Q2 each year. In 2012,
enrollments were higher than average in Q1 and Q2, but slightly lower than preceding years in
Q3 and Q4.
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Figure 4: New PE program project enrollments by quarter (excluding O&M projects) in
the years leading up to and including the Kick Start Bonus. Source: PE program data

The biggest shift in enrollment patterns happened in the streamlined track, where there
was a 23 percent increase in enrollment share in Q2 compared to other years. In Q2 of 2012,
there were notably more enrolments than any quarter of the preceding three years. On this basis,
the bonus was successful in increasing enrollment and project volume.

Goal: Minimize insincere commitments and improve reliability of forecasts

A primary component of the Kick Start Bonus was the requirement that projects begin
purchasing equipment within 90 days. The goal of this was to fill the pipeline with high-certainty
projects but there was no requirement that projects complete within 2012. Some projects did
delay. In 2012, 87 percent of bonus projects closed while the rest carried over into 2013 and
2014. Custom projects were more likely to carry over into following years than lighting and
streamlined projects. Abandon rates for projects enrolled in Q2 2012 were similar to abandon
rates for Q2 projects in recent years.

PDC Performance Compensation Bonus

The 2014 PDC Bonus was intended to decrease uncertainty. A significant amount of
savings historically close in Q4, making savings forecasting in relation to goals difficult. PDCs
were rewarded for meeting mid-year savings goals in attempt to smooth the pipeline.

Goal: Projects complete earlier in 2014

Figure 5 shows project completions by quarter for 2010-13 (non-PDC Bonus years) and
2014 for all project tracks. The bonus shifted approximately five percent of savings from Q3 and
Q4 to Q2. The majority of this shift was out of Q3. The Year End Bonus was run in Q4 which
increased savings in Q4 but is exogenous to pulling savings forward in 2014.
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Table 3 examines project completions by track, with lighting being especially responsive
to the bonus and custom projects following the same trends in 2014 as they had in prior years.

Q3

Table 3: Project completions (percent of total) by quarter

Q4

2010-2013 2014
Custom | Lighting | SI Custom | Lighting | SI
Ql 7% 15% 12% 8% 13% 8%
Q2 12% 18% 23% 17% 31% 29%
Q3 21% 20% 29% 12% 21% 27%
Q4 60% 47% 35% 63% 35% 36%

Source: PE program data

Year End Bonus

The 2014 Year End Bonus was offered in Q4 2014 and limited to the custom track.
Project attrition had increased in Q2 2014 and the pipeline was projected below goal across all
tracks and fuel types. The PE program needed a quick intervention to bridge the gap to meet goal
and therefore offered a custom track bonus which could be launched quickly through PDC
communications. The Year End Bonus offered existing custom projects an additional 20 percent
incentive for completing in 2014. This bonus is unique in that it was offered to every custom

project regardless of the project stage or projected completion year.






Goal: Reduced attrition in 2014

The bonus was designed to reduce the rate of project abandonment in Q4. In 2014 (bonus
year) 19 percent of projects abandoned compared to 23 percent in 20134, suggesting the bonus
lowered abandonment rates by four percentage points.

A key difference between this and the Fall Bonus is that projects which had delayed into
2015 during Q2 were actively targeted. Table 4 shows 2014 project attrition compared to average
Q4 activity in 2011-13.

Table 4: Q4 Custom Track Delays and Advances

Avg. 2011-13 2014 (bonus) Difference
N kWh therm | N kWh Therm | N kWh Therm
project 1.7% 0.8% 0% 10.1% | 7.7% 3.5% 8.5% 6.8% 3.5%

advance

project 13.3% | 13.2% | 10.7% | 10.6% | 9.0% 11.3% | -2.7% | -4.2% | 0.6%
delay

difference | -11.7% | -12.4% | -10.7% | -0.5% |-1.3% |-7.8% |11.1% |11.0% | 2.9%

Note: Reported values are percent of annual custom track activity. An advance is a project moving from, for
example, 2015 into 2014 while a delay is a project delaying from 2014 to 2015 or later. Bold values are the result of
a ‘first difference’ estimation. Source: PE program data

The bonus was effective in reducing attrition. As shown in Table 4, net project attrition
was 11 percentage points less than non-bonus years, resulting in an 11 percentage point increase
in electric savings and a 3 percentage point gain in gas savings. Although delays reduced slightly
from the non-bonus average this effect was driven primarily through projects advancing. The
Year End Bonus was less effective in reducing gas project attrition.

Combining net delays and advances with abandonment the Year End Bonus is estimated
to account for 15 percent of 2014 custom track projects. Furthermore, this bonus was effective in
influencing projects of average size and resulting in approximately seven percent of 2014 electric
savings.

Conclusions

Through examination of the results of five unique bonus designs we conclude that
bonuses are effective in temporarily increasing project volume and savings. This effect seems to
be consistent regardless of design as each bonus measurably increased savings and project
volume in the short-run. In general non-custom measures seem more responsive to bonus
incentives due to more nimble timelines. However, when custom measures can be influenced
they have the greatest impact on annual savings.

While all the bonuses were successful, their successes were measured differently. Each
bonus was designed in response to a unique circumstance and the results demonstrate these
differences. We recommend that program designers take a thoughtful approach when designing
bonuses to ensure the outcomes are in line with expectations. For example, a bonus structure

4 Source: PE program data






similar to our Year End Bonus which was designed to reduce attrition and delays would not have
been a successful as a tool to recruit new projects.

Bonuses designed to increase savings in a short timeframe, such as a strong push to meet
a goal, should pay particular attention to customers and projects who are on-track to delay or are
behind schedule. Delaying customers better fit the conceptual model of ‘marginal customers’,
they often are far along in their project and can overcome small setbacks for additional incentive.
Additionally, by targeting late-stage custom projects often characterized by larger savings, the
PE program better increased short-term savings. The 2011 Fall Bonus and 2014 Year End Bonus,
while differing in design, had a similar objectives of increasing savings at the end of the year to
meet goals. Our results suggest the 2014 Year End Bonus was more effective in garnering
additional savings; electric savings increased by an estimated seven percent that year compared
to the four percent increase in 2011. The Year End bonus was quite effective in pulling delayed
projects back into 2014. Almost eight percent of the year’s custom track savings were from
projects originally slated to delay into 2015. These customers stand in contrast to projects which
would otherwise have abandoned. Although the Year End bonus lowered abandonment rates by
four percentage points compared to 2013 this accounted for only seven custom projects while 19
custom projects were advanced by the bonus. During the Fall Bonus, which was not limited to
only custom measures, there was measurable increase in quicker-turn projects such as lighting
and prescriptive measures. However, these smaller projects led to an overall smaller savings
increase.

There is suggestive evidence incentivizing completion dates is the most effective strategy
in achieving quick savings. The other bonus designs, such as the Kick Start Bonus were less
effective at increasing same-year savings may have shifted the timing of enrollments and
completions. The Kick-Start Bonus and the PDC Performance Compensation Bonus each
achieved increased enrollments and completions. These designs were effective tools for
improving forecasting and smoothing workloads.

Bonuses may impact customer expectations. The 90x90 Bonus was the most unique
bonus and was effective in increasing O&M projects, especially in the first two years of the
bonus which saw record high O&M project volume. However, once 90x90 became a standard
offer project volumes decreased. We hypothesized this could be due to the reduced sense of
urgency to complete projects once the offer was not time limited but we could not verify through
project data is this was the case. The reduced 90x90 volume may be due to the large number of
SEM participants, whose O&M projects do not go through this channel. On the opposite side of
the spectrum, there is anecdotally fear that repeated bonuses my lead customers into delays as the
wait for the next bonus before enrolling or completing projects, much like a consumer waiting
for a sale to make a purchase. Our analyses is these bonus designs could not shed light on such
customer behavior.

More opportunities exist for research on this and similar topics. Future work could be
conducted to identify the within-year net effect of each of these bonuses and to investigate
market effects. Future research could examine any heterogeneity by project size, especially given
the relationship between size and risk. Follow up research to assess any post-bonus effects of the
Year End and PDC bonuses may shed light on the relationship between bonus design and market
disruption.





