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CHAPTER III
PREPARED DIRECT TESTIMONY OF OCTAVIO VERDUZCO
I1l. SOCALGAS’ STATEWIDE ME&O PROPOSAL

A. INTRODUCTION

This testimony supports Southern California Gas Company’s (SoCalGas) application to
fund its 2013-2014 Statewide Marketing Education and Outreach (SW ME&Q) program.
Consistent with D.12-05-15, SoCalGas intends to support the statewide Energy Upgrade
California (EUC) “umbrella brand” in the 2013-2014 timeframe to create broad energy
awareness and education that will drive customers to SoCalGas for program information and
enrollment. The transition of EUC from a brand associated with one retrofit program to an
umbrella brand that captures a wide range of IDSM energy management concepts represents an
important opportunity to educate customers about energy management concepts. The statewide
outreach and education efforts outlined in this chapter seek to elevate the importance and
benefits of energy use and management concepts to create a bridge to local program-specific
efforts carried out by utilities, third parties, contractors, Community Based Organizations
(CBOs) and others.

SoCalGas supports the Commission’s goal of an integrated brand and education
campaign addressing all energy saving and clean energy activities. As a gas-only utility,
SoCalGas has unique challenges as there are significant areas of the state where the Commission
only oversees gas service, and electric service is provided by municipal or water district utilities.
In those areas, electric programs are offered at the discretion of the governing body for the
publicly owned utility. This testimony is differentiated as needed from the other IOUs to address

this challenge.
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The SW ME&O effort has been in place for over a decade, and a large amount of
research and planning has occurred over these years. A thorough examination of the previous
work reveals key elements which must be considered as the new Statewide ME&O effort is
launched. This testimony outlines these planning considerations, including insights from
previous process and impact evaluations, statewide customer segmentation, and assessment of
the statewide energy brand landscape. With this context established, Chapter 111 goes on to
describe the transitional efforts that will take place during the remainder of 2012. For 2013 and
2014, this chapter describes a marketing framework, including a strategic approach, program
objectives, a tiered approach to brand and message coordination and the appropriate
identification of audiences, channels and tactics.

Driving the development of the new SW ME&O program are an updated mission and
revised program objectives. The SW ME&O program’s mission is to elevate the importance and
benefits of energy use and management concepts and to create a bridge to local, program-
specific outreach and education efforts that are in place across local programs. Specific program
objectives will be to: (1) Provide customers with information to increase their awareness of, and
interest in, energy and energy management; (2) Outline strategies that will lead to desire for and
the adoption of energy management solutions for residential and small commercial customers;
(3) Take a strategic, customer centric approach for engagement that utilizes marketing tiers and
multiple channels; and (4) Bundle relevant messages about options, tools, programs, and services

that lead customers to their local programs and services.

oVv-2



10

11

12

13

14

15
16
17
18
19
20
21
22
23
24
25

B. PLANNING CONSIDERATIONS
1. Process and Impact Evaluation Studies

OP 117 in D.12-05-015 directs the utilities to explain how marketing and demographic
research that supported the 2010-2012 SW ME&O program under Engage 360 has contributed to
crafting an approach for the 2013-2014 SW ME&O program.

D.12-05-105 cites the 2008 California Energy Efficiency Strategic Plan® (CEESP) that at
its core, the Statewide ME&O Program should inform residential and small business customers
“of the importance of energy efficiency and their opportunities to act.”> CEESP further
elaborates the purpose of the program as to “increase customer awareness and participation in
demand side management activities and to encourage behavior changes that save energy, reduce

113

greenhouse gas emissions, and support clean energy solutions.” And also notes that “a

successful ME&O program must move customers through a transitional process from awareness,
to attitude change to action.” D.09-09-047 further clarified the purpose of this program, stating
that:

“The goal of the Statewide Marketing & Outreach Program is to motivate
ratepayers to take action on energy efficiency/conservation measures and
behavior change. The program should aim to both increase ratepayer awareness
and facilitate the ability to act and incorporate technology advances or behavior
changes, using all available resources to reduce energy use and choose clean
energy options. The program should increase the percentage of ratepayers
reducing energy consumption. Furthermore, the program should have the
flexibility to include discussion of renewable self-generation options as deemed
appropriate. The program should also motivate those who are taking energy
efficiency action to do more and move along a continuum to become clean energy
advocates.”

'CEESP, Ch. 10, p. 79.
2PD, p. 295.

® CEESP, Ch. 10, p. 79.
* Ibid.

® D.09-09-047, p. 232.
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These overarching goals and objectives have guided the program direction and
implementation since its inception in 2001. At this time, a changing and challenging landscape
requires fresh, adaptable strategies and approaches to help achieve the objectives. The upcoming
2013-2014 SW ME&O Program has the benefit of prior experience, research and program
evaluations to inform the direction of the strategy and its implementation. SoCalGas recognizes
the importance of leveraging lessons learned and best practices from past efforts. Specific SW
ME&O activities will continue to evolve via collaboration with a number of entities and
incorporation of recommendations from the brand assessment to be performed in 2012.

Prior SW ME&O Programs utilized information learned from the Process and Indirect
Impact evaluations® conducted on the 2006-08 Flex Your Power program under the direction of
the Energy Division. The observations and recommendations provided in the evaluation reports
led the statewide team to make modifications to the 2009-2011 ME&O Program in (1) how the
program was administered, (2) an overall approach and strategy, and (3) tactical marketing
activities. Many of those recommendations are incorporated into the planning for the 2013-14
program planning. For example, administratively, the evaluators suggested that the CPUC
should be more involved in some of the upfront planning and decision-making as clear and
unified objectives and goals are set, to ensure that the CPUC’s direction is incorporated into the
campaign.” In response to this, a core team, which included a member from each 10U, two
Energy Division representatives, as well as a representative from the Division of Ratepayer
Advocates (DRA), was established to guide the planning and decision-making during the 2009-

11 program. SoCalGas believes that a well defined governance structure, with clearly outlined

¢ Opinion Dynamics Corp., “PY2006-2008 Indirect Impact Evaluation of the Statewide Marketing and Outreach
Programs” February 2010. http://www.calmac.org. Opinion Dynamics Corp., “2006-2008 Statewide Marketing and
Outreach Process Evaluation” October 2008. http://www.calmac.org.

" ODC Process Eval, p. 9.
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roles and responsibilities is critical to the success of any future marketing effort. This is
addressed in the governance structure that the IOUs propose, found in this application in Chapter
5.

Another finding from the evaluations highlighted the need to balance traditional
marketing and outreach channel activities with other non-traditional efforts. Along these lines,
the team developed and implemented a marketing strategy that de-emphasized mass media.
Activities in the 2009-11 program cycle focused on non-traditional channels such as the
grassroots and social media efforts since these mediums provide more personalized and relevant
communications expected to drive customers to specified actions. A comprehensive Marketing
and Integrated Communications (MIC) plan (dated March 8, 2010) was developed by Interbrand,
and approved by all members of the SW ME&QO team - including Energy Division and DRA -
for the 2009-2011 program.® The MIC plan has been included with this application as Appendix
A.

The emphasis placed on non-traditional channels should be revisited in planning for the
next SW ME&O effort. Previous recommendations on tactics and channels will be assessed to
determine effectiveness and relevance and if they can contribute to the program objectives and
mission outlined in this application. Consistent with this overall direction, and building off the
relevant findings and lessons learned from other industries and prior program cycles, the
marketing efforts encompassed by the SW ME&QO team as well as local IOU marketing during
2013-14 should embrace a tiered approach that utilizes appropriate strategies, tactics and
channels for each tier and each brand that delivers the message. For example, the proposed

2013-14 SW ME&O Program strategy utilizes traditional mass media channels that command a

® Interbrand. “Statewide Marketing, Education and Outreach Marketing and Integrated Communications Plan,”
March 8, 2010. Prepared for CPUC and IOUs.
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wider reach and can establish a general level of awareness of the Energy Upgrade California
brand. Equally important are channels that utilize personal relationships, well trusted sources,
and one to one customer interaction such as community-based organizations, social media, and
outreach events. These types of communications should be employed at the local level by the
I0Us and have the potential to achieve greater interest to ultimately lead to changes in energy
behaviors.

2. Customer Segments and Target Markets

Another effort undertaken during the previous program cycle was the market
segmentation study that was intended “to develop a wide range of appropriate messages designed
to build on the brand and connect with specific groups of customers.”® The segmentation
research utilized key demographic, personal, attitudinal, and behavioral characteristics in
assigning customers to one of five segments. It was executed to enable the program team and
implementers to better understand and target customers with more systematic, relevant and
action-oriented messages.

Consistent with direction in the CEESP, the implementers in the prior program cycle
targeted the two customer segments with the highest propensity to act or participate in clean
energy programs. Relative to the other segments, these segments were already interested in and
executing, more pro-energy efficiency behaviors.

During the 2013-2014 program cycle, the IOUs anticipate reaching a broader audience,
including small businesses, residential and hard-to-reach customers. We will continue to utilize
the segmentation analyses to assist in guiding messaging and channel selection for specified and

relevant target audiences. With this in mind, the 10Us will develop a strategy that continues to

° CEESP, p. 80.
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utilize both historical learning as well as this segmentation research when implementing a plan
that includes targeted information delivery aimed at the various segments based on needs,
receptivity, propensity to act, as well as access and engagement with relevant channels.

3. Assessment Of Statewide Energy Brand Landscape

In 2009, the Commission requested an examination of the brand equity of the existing
Flex Your Power (“FYP”) brand, which served as the statewide campaign for energy efficiency
from 2001-2009. The analysis™ was conducted to determine whether FYP was meeting the
objectives outlined in the CEESP and in various other decisions. The report recommended that
“the Flex Your Power name and communications be phased out, and a new statewide brand be
created.” The recommendation ultimately led to the establishment of Engage360, which is the
current name for the energy efficiency statewide marketing brand developed as required by
D.09-09-047. However, the report also makes a number of recommendations and assertions for
a brand assessment to determine relevance and basis for planning efforts for the new EUC brand
moving forward.

An important note to consider during the brand evaluation and assessment lies in the
research that informs that, “attempting to evolve a brand that has not achieved a stronger position
after several years of significant investments and exposure would require more resources than
launching a new brand that is based on sound research and a purpose-built creative strategy.”*
With this in mind, we underscore the importance of appropriate evaluation of the old EUC

“program brand” in order to get the new brand positioning correct from the start. The utilities

have been directed to attempt to repurpose a brand that already exists into something entirely

19 Interbrand Memo: “Final Draft Public Brand Assessment Report,” November 16, 2009.
1 Interbrand “Brand Assessment Report.” Research conducted on behalf of the California Public Utilities
Commission. (Memorandum) November 2009.
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12 the new brand will

different. Without the “sound research and purpose-built creative strategy
have difficulty achieving success.

Before the Engage360 name was even considered or adopted by the statewide marketing
team, which was comprised of members from the 10Us, Energy Division and the DRA, a
“Communications Toolkit for the Statewide Energy Brand” was developed by Interbrand. The
work to establish meaning around the statewide energy brand that was done for this toolkit was
eventually integrated into the SW ME&O MIC plan dated March 8, 2010. Per the guidance in
D.12-05-015 to “utilize all prior work that supported Engage 360,”** SoCalGas proposes that the
“Brand House” as described in the MIC plan on page 9, be considered during the brand
assessment and evaluation to determine if the blueprint set forth for the statewide brand in 2010
is still relevant and providing the correct foundation for the SW ME&QO Program in 2013 and
beyond.

A Brand House is made up of the following: Foundational elements; Brand pillars;
Brand positioning; Brand personality and; the Brand Idea. In 2010, Interbrand defined the SW

ME&O elements of the Brand House as follows:

a. Foundational Elements

These attributes are critical to the success of broad-based movements: Versatile,
Inclusive of everyone, Simple and straightforward, Endorsed by market actors, Leader in smart

energy use, Relevant, Enemy of Complacency.

12 Interbrand. “Brand Assessment Report.” Research conducted on behalf of the California Public Utilities
Commission. (Memorandum) November 2009.
¥ D.12-05-015, page 301.
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b. Brand Pillars
These core attributes drive behavioral change and account for motivations and barriers.
They combine key associations and frame how the brand communicates. They also incorporate
elements of success attributes and appeal to targeted segments. The brand pillars of the
statewide brand would be: Progressive Inspiration, Meaningful Change and Trusted Source.

c. Brand Positioning

This establishes who the brand is for, what it will help them do and why they will care.
The brand position for the SW ME&O brand was defined as, “For Californians who want to do
the right thing for their families, the environment, and future generations, we help make the most
difference, because we are a trusted source that inspires progressively smarter energy use.”

d. Brand Personality

This element establishes how the brand speaks and acts. For the SW ME&O brand, the

personality was defined as Savvy, Optimistic and Imaginative.
e. Brand Idea

The final element of a brand house presents the motivating idea that inspires a change in
behavior. For SW ME&O, the brand idea is to, “know more, care more, do more, be more.”

C. 2012 STATEWIDE MARKETING, EDUCATION & OUTREACH

TRANSITION ACTIVITIES

While the larger purpose of this application is to describe the SW ME&O activities that
will take place in the 2013-2014 program cycle, described here are the important transition
efforts that will take place during the remainder of 2012. These efforts fall into the following

categories: (1) Continued Whole House Upgrade Program marketing in 2012; (2) strategic
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planning and implementer engagement in 2012; (3) brand architecture planning; (4) web portal
assessment; and (5) the 2012 Flex Alert campaign.
1. Energy Upgrade California Program Marketing in 2012

In D.12-05-015, the Commission outlines a clear direction for Statewide Marketing,
asking that the 10Us focus their activities for the remainder of 2012 on development of a plan to
effectively transition the EUC brand from its current program focus to the “larger umbrella for
the statewide campaign in 2013-2014.” While this planning stage is occurring, the utilities
recognize that it is important to keep the EUC brand in the marketplace so as not to lose any
traction with the whole house program or its goals. The transition period during the remainder of
2012 is therefore defined as one where the localized program-specific marketing will continue
while the new statewide branding campaign plans are developed.

SoCalGas’ 2012 marketing plan for EUC (the program) is based on the approach that
marketing for the program must be very targeted to the population with homes that fit the criteria
for retrofitting. With this targeted approach in mind, we are undertaking two main activities in
2012: (1) Lead Generation; and (2) Customer Engagement. These activities will help us achieve
our objectives of engaging and motivating highly targeted market segments of homeowners and
creating more grassroots and word of mouth engagement. In addition, we continue to provide
contractors with the tools they need to effectively sell the program to their customers. Marketing
for the program will continue through the end of 2012.

SoCalGas’” marketing efforts are done in close collaboration with ARRA funded entities
in our service territory. Specifically, SoCalGas has identified certain programs managed by the
LA County that were originally funded through ARRA dollars that will be supported in 2012 to

ensure that local marketing efforts continue. This was done in compliance with D.12-05-015,
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ordering paragraph 119. These programs cover a range of activities including workforce

education, local marketing and outreach to key stakeholders, rebates for home energy

evaluations, and enhanced support of local financing programs. In aggregate, these programs

represent the spectrum of marketing channels that are core to ensuring continued presence and

participation in the whole house upgrade program and provide for a diverse and comprehensive

dissemination of information.

TABLE A: Successful American Recovery and Reinvestment Act (ARRA) Programs to be

funded in 2012

Program Title

Program Description

LA County Energy
Upgrade Program

Collaborated on marketing efforts with LA County in regional municipal
utility territory. SoCalGas released a joint press release with LA County
and targeted direct mail piece to customers in Azusa, Burbank, Glendale,
Pasadena and Los Angeles where customers can earn up to $8,000 in
combined incentives and rebates. Customers were directed to the
SoCalGas website and to a direct number to Energy Upgrade
Contractors who were trained to take the calls.

Empower Santa
Barbara County

Empower offers specialized financing specifically for Energy Upgrade
California (EUCA) projects. SCG joined forces with Empower to
contract for 3 months with Santa Barbara County, City of Lompoc
Transit division and place advertisements on 12 bus lines. The EUCA
advertisements placed were targeted to the municipal electric utility
customer, who can apply to the SoCalGas Energy Upgrade program.
Further collaboration with Empower will include joint advertising,
continued homeowner workshops and support from SoCalGas Regional
Public Affairs Managers who are active participants in Chambers of
Commerce and other Local Government Boards.

Local Government
Partnerships

SoCalGas Local Government Programs (LGPSs) have been supportive of
EUCA homeowner educational efforts. SoCalGas LGPs have funded

“Homeowner several “Homeowner Workshops™ in a collaborative effort with cities,
Workshops” counties, financing entities; and Energy Upgrade program staff.
City of San Collaborated with the City of San Bernardino to offer additional rebates

Bernardino Energy
Upgrade Incentives

to our customers.

In addition to the above mentioned programs, SoCalGas’ marketing team and local

government partnerships team will be working closely with local governments and other key
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regional stakeholders that are actively engaged in marketing of the program at a local level to
ensure a continued local presence and maintain regional consistency and continuity of the
program.
2. Strategic Planning and Implementer Engagement For 2012

Ordering paragraph 123 of D.12-05-015 directs the utilities “to contract with the
California Center for Sustainable Energy (CCSE) no later than July 1, 2012 to begin activities to
allow them to fully implement the program beginning in 2013. A total of at least $500,000 shall
be allocated to CCSE for the remainder of 2012.” As the statewide program lead, PG&E entered
into a contract with a maximum value of up to $3.8 million with CCSE on July 16, 2012 on
behalf of all the utilities.** The program implementer’s scope of work and contract with PG&E
for 2012 focuses on the following (1) Coordination with stakeholders; (2) Website analysis and
consolidation; (3) Brand stewardship and marketplace coordination and support; and (4) Brand
assessment, transition activities, preparation for 2013-2014. The utilities will actively direct the
efforts of the implementer through the oversight of the contract, strategic direction and decision-
making, and careful stewardship of the brand transition plan. The rollout of this newly focused
brand and messaging will not actually occur until early in 2013.

3. Brand Architecture

An additional important transition activity the utilities will undertake during 2012 centers
on defining brand architecture and developing guidelines for the various roles that the statewide
brand and local utility brands can play. D.09-09-047, the Commission’s decision for the 2010 —
2012 Energy Efficiency Program cycle, directed that the utilities “use the brand alone, or in a co-

branded capacity across all energy efficiency marketing efforts for all programs.” For the past

4 PG&E requested and received an extension of time to July 16™ for the 2012 contract.
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effort, the utilities proposed a structure where co-branding would occur once measureable
recognition could be achieved in order not to dilute brand efforts from either side. SoCalGas
agrees with the Commission guidance that “utilizing Energy Upgrade California as an umbrella
brand for statewide demand-side ME&O does not necessarily mean that it must be used
exclusively or in every circumstance. Individual program names, 10U brands, or Commission
brands or logos may be appropriate in particular circumstances and may serve to reduce
confusion about what is being marketed or communicated.”*®

SoCalGas proposes that established statewide program brands, including Energy Savings
Assistance Program (ESAP), the California Solar Initiative (Go Solar) and others continue to
brand independently from the new EUC brand. This is consistent with the message coordination
strategy outlined below in section D4. The new EUC brand will direct customers to these
programs via their local utility or program implementer. Following this coordination approach,
co-branding any of the statewide marketing programs should not be required.

4. Energy Upgrade California Web Portal Assessment

The Energy Upgrade California web portal is another important piece of the transition.
All relevant content from the Flex Your Power website was transitioned to the Engage360
website during the previous program cycle. For the remainder of 2012, the utilities propose to
undertake an assessment of the Engage360 website, including page content, database information
and web architecture to determine the pieces that should move into the new Energy Upgrade
California web portal. In D.12-05-015, Ordering Paragraph 121 directs the utilities to, “consult
with Commission Staff, California Energy Commission Staff, the California Center for

Sustainable Energy, local governments and third-party Energy Upgrade California program

5 D.12-05-015, page 301.
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purveyors on ... (c.) budget for and design of the Energy Upgrade California web portal,” while
Ordering Paragraph 127 states that, “the web portal content from Engage 360, including the
rebate finder and any other useful content, shall be fully migrated to the Energy Upgrade
California web portal, with the Engage360 web portal decommissioned, by no later than the end
of 2013.” While all of this transition activity is happening in 2012, the utilities propose to
maintain the existing Energy Upgrade California web portal without incremental expense or
enhancements until the transition can take place in 2013. Suggested guidance from Energy
Division, issued June 25 2012, requests that this application “describe how EUC website and
utility websites will complement each other and link to each other. Include information about
programs, rebates, rates, My Account and online tools.” Energy Division also requests that this
application “describe what types of data sharing might be necessary between websites to allow
for the optimal and most simple customer experience.” Until the web portal assessment is
completed and the new strategic direction for the web portal is complete, it would be premature
to indicate this level of detail in this application. SoCalGas agrees with the importance of
defining how the new EUC website will push customers to utility websites, and have proposed a
performance metric to this effect in Chapter 5, but the specifics of how this will happen must be
determined in collaboration with all parties involved.
D. PROPOSED2013-2014 STATEWIDE MARKETING, EDUCATION &
OUTREACH ACTIVITIES
1. Scope Of Request
D.12-05-015 ordered that the Statewide ME&O Program provide general energy
education and demand-side management program information for residential and small

commercial customers. General energy education includes, but is not necessarily limited to,
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information about the impacts of energy use and energy costs and rates. Demand-side
management program information includes: energy efficiency, demand response and dynamic
rate options for electric utilities, enabling technologies, climate change impacts, the Energy
Savings Assistance Program (low-income energy efficiency program), distribution generation
and smart grid upgrades for electric utilities, and other general impacts of energy use for
individuals or the state as a whole.®

2. Strategic Approach

The mission of the SW MEO program is to elevate the importance and benefits of energy
use and management concepts and to create a bridge to local, program-specific outreach and
education efforts that are in place across local IDSM programs. As proposed, SW ME&O will
define the path to energy engagement and to start residential and small business customers down
the path to action using a phased approach. This helps to ensure that customers are educated on
the importance of energy at the highest level, and are able to understand how it is relevant to
them. The goal is that they will ultimately be inspired to take action through utility programs to
realize the benefits of energy management. The approach best suited to move customers down
this path would follow the academically recognized standard marketing framework known as
“AIDA” (awareness, interest, desire, and action).

The first step in the proposed approach is to build awareness by capturing Californians’
attention regarding EUC with education around energy, including general consumption, limited
resources, and the need for control/management. After EUC begins to build this awareness, the
next step is to move customers along the path to interest in the subject. EUC will do this by

making the topic personal and highlighting the relevant benefits for customers, including the

¥ D.12-05-015, OP 117, Part a.
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offers of integrated solutions promoted by the local utilities. This awareness and interest will
lead to customers’ desire, the “must have” mind-set that will ultimately motivate/inspire action at
the local utility program levels. It is at this point that integrated marketing from individual
utilities comes into play by channeling desire into action. Once the SW ME&O effort is
successful at generating awareness and interest, it becomes the function of utility marketing to
present the portfolio of solutions in a way that makes the customer desire the offer, and the
function of integrated marketing as well as program-specific marketing to finally drive action so
that customers save energy through behavioral changes, participate in demand side management
programs, and become stewards and advocates of energy solutions.

This strategic approach is aligned with the CEESP. “By and large, ME&O messages
have lacked the comprehensive focus necessary to engage customers in adopting energy
efficiency broadly as a way of life. While messaging that differentiates program and service area
issues will remain an important aspect of overall ME&O efforts, the launch of a coherent
statewide campaign will be instrumental in bringing customer awareness of the value of energy
efficiency to the next level.”*’

The intent of the statewide campaign at its highest level is to provide “aerial coverage”
for the creation of appropriate levels of awareness across the state. In order to measure and
evaluate the effectiveness of the SW ME&O program and associated marketing efforts,
SoCalGas believes it is critical to have consistent and unified messaging statewide. This unified
messaging will also help provide consistency around context for policies of the state of
California, and education on customer action and behavior change, as prescribed in guidance

from Energy Division related to this application. It is not necessarily the role of the statewide

" CEESP, Section 10, page 75.
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effort to regionalize the message through flexibility based on service territory; rather, that is the
role of the local marketing efforts implemented by each utility.
3. Program Objectives
By functioning under these interconnected guiding principles and utilizing the
foundational learning from academic, utility and marketing leading practices, and customer
research and stakeholder input, the overarching objectives of the SW ME&O effort are to:
e Provide customers with information to increase their awareness of, and interest in,

energy and energy management;

e Qutline strategies that will lead to desire for and the adoption of energy management

solutions for residential and small commercial customers;

e Take a strategic, customer centric approach for engagement that utilizes marketing

tiers and multiple channels; and

e Bundle relevant messages about options, tools, programs, and services that lead

customers to their local utility’s programs and services.

4, Energy Upgrade California Statewide Brand and Message
Coordination
The most critical aspect of the brand transition of Energy Upgrade California from a
single energy efficiency program to a Statewide brand that serves all energy management
programs (energy efficiency, demand side management, dynamic pricing, low income,
distributed generation, and climate change), is the brand assessment to be conducted on the

existing brand of EUC (the program.) This process will begin with a request for proposal in
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order to designate the appropriate agency for the evaluation. At a minimum, the agency would
be tasked with:
e Evaluating awareness of the program brand,;
e Assessing customer recognition and perception of the program brand;
e Determining how best to leverage EUC program’s brand strength and transition it to the
new Statewide EUC plan; and
e Resolving how EUC will adopt the Brand House and any other components of the work
developed by Interbrand and Draft FCB.

Once the brand assessment is completed, it will be important to consider how EUC (the
program) will move forward. In the statewide program implementation plan (PIP) for the
CalSPREE program, filed on July 2, 2012, the 10Us have already reflected a name change to the
“Whole Home Upgrade Program.”*® This name change would be enacted only if the brand
assessment determines that this is the correct path for the program brand as well as the statewide
brand.

Currently the SW MEO program assumes a brand architecture where EUC will act as the
leading brand with a unifying theme on energy management. No specific utility brand will be
acknowledged in order to maintain the goal of increasing the general awareness and education of
energy management. Subsequently, specific program promotions would be endorsed at the
individual utility levels as well as through local efforts like CBOs.

This type of brand architecture is demonstrated effectively in a model used in the

automotive industry, where three levels or “tiers” of marketing are used to drive awareness,

18 A.12-07-002, Appendix C.2, Page 90.
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interest, desire and action around the purpose of specific car models. For illustrative purposes,
Diagram B below uses a fictitious automotive brand, “Coolcar.”

Diagram B. Proposed Statewide and Local Message Coordination

-
* National Ads - Why buy a Coolcar?
» EUC - Why care about energy?

N

* Regional Dealer Association - Why buy now?

» Utility portfolio - Why our programs?
y
* Local Dealer - Why buy from us?

* Local program marketing - Why this program?

y

At the highest “Tier 1” level, car manufacturers run national campaigns to promote the
make of their car against their competitors. These national ads build brand recognition and
awareness and start to create overall appeal for the general category of a new car in the mind of
customers. The parallel to the EUC brand would be that brand awareness created in Tier 1
derives from education around energy topics and why it matters.

In the second tier, Regional Dealer Associations promote reasons to buy a Coolcar now.
They offer regional promotions that all dealers in the area are carrying, and reasons to check out
“your Southern California Coolcar dealer” dominate this tier of messaging. The parallel to the
SW ME&O effort would lie in the idea that customers who are made aware of the importance of
energy at Tier 1 now have an interest in hearing from individual utilities regarding the portfolio
of local programs and services for DSM.

Finally, in Tier 3, individual car dealerships run specials on the makes and models of cars

they are trying to move off of their lots. These specials provide very specific calls to action to
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customers to visit their dealership and purchase a particular car, get automotive service on
already purchased vehicles, or sell a used car back to them. These local efforts are parallel to
program-specific marketing, where participation in individual relevant and actionable programs
is pushed to get the customer to take action.

5. Target Audience

General marketing practice accepts that with limited resources (such as budget) the most
effective marketing campaigns are those where a specific target audience is identified based on
detailed segmentation. This can come in the form of demographic information, psychographic
and behavioral profiles, or any number of other ways to slice up an audience. As noted above,
CEESP includes discussion on how segmentation research will “be used to develop a wide range
of appropriate messages designed to build on the brand and connect with specific groups of
customers, including low income and other hard to reach populations.”® Goals for reaching the
low income and hard to reach customers can be addressed once the brand assessment is complete
and revisions to the MIC plan are developed. These goals would be highly dependent upon the
strategies and tactics defined in the plan.

As described above, the IOUs will develop a strategy to target appropriate residential and
small business customers that utilizes historical learning and segmentation research. The plans
will include targeted information delivery aimed at the various segments based on their needs,
languages, receptivity, propensity to act, as well as access and engagement with relevant
channels. This will be a high priority at SoCalGas given the ethnic makeup of our customers,
many of who are non-English speaking. It is imperative that the external agency that is

contracted to handle the marketing for the EUC Brand has experience in successfully serving

19 CEESP, Page 80.
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non-English/hard to reach segments, and also has a keen understanding and sensitivity to the
regional differences between the IOUs. This is something that could be more easily achieved
through the solicitation of local marketing partners or agencies that have the knowledge and
proven experience including, but not limited to minority-owned entities.
6. 2013 and 2014 Activities
a. Overview

The primary emphasis of the SW ME&O Program will consist of a blend of traditional
advertising, direct-to-customer and social marketing that will drive platforms for more
information. Links to the local utility websites for program participation and enrollment will be
provided to drive customers down the path to action. As discussed above, there will be three
tiers to the SW ME&O Program and local utility marketing efforts. While each one of these tiers
has a different goal, they must demonstrate consistency in messaging and timing in order to be
most effective. The role of each tier of marketing is as follows:

. SW ME&O Program: Tier | — Why care about energy?
The role of SW ME&O is to drive broad awareness and persuade customers to embrace smart
energy use by: 1) identifying the most important behaviors; 2) identifying the barriers that
prevent adoption; 3) educating and addressing these barriers in the SW ME&O campaign; 4)
partnering with utilities and market actors to further carry the energy management concepts and
messaging; and 5) educating customers about state policies and initiatives that impact the way
they use energy.

. Utility Integrated Efforts: Tier Il — Why our programs?
One role of local utility marketing and outreach is to move customers from awareness to interest

to drive participation in the integrated DSM programs and solutions available to customers
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within their territory. Utilities are well positioned to customize marketing campaigns and bundle
programs to fit their customers’ lives and unique lifestyles because they have a unique
understanding of their customers that is based on customer research, usage data and other
customer information. Utility-specific integrated marketing and outreach leverages the
awareness generated from the statewide perspective and introduces customers to integrated
energy management solutions by providing them with the “right message, at the right time,
through the right channel.”

. Utility Program Marketing: Tier Il — Why this program?
The role of program-specific marketing is to help programs achieve their goals through customer
engagement and enrollment, as well as to reinforce program participation and behavior change.
This includes programs that carry statewide brands, such as the Energy Savings Assistance
Program. Because DSM programs and solutions may vary in name, design and incentive
structure by utility, the IOUs are best able to conduct marketing and outreach that provides
specific program benefits and encourages ongoing participation following customer enroliment.

b. Web Portal Assessment And Migration

Pursuant to D.12-05-015, Ordering Paragraph 121 directs the utilities to “consult with
Commission Staff, California Energy Commission Staff, the California Center for Sustainable
Energy, local government and third-party Energy Upgrade California program purveyors
on...(c.) budget for and design of the Energy Upgrade web portal,” while OP 127 states that “the
web portal content from Engage 360, including the rebate finder and any other useful content,
shall be fully migrated to the Energy Upgrade California web portal, with the Energy 360 web

portal decommissioned, by no later than the end of 2013.” While all of this transition activity is
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happening in 2012, the utilities propose to maintain the existing Energy Upgrade California web
portal without incremental expense or enhancements until the transaction can take place in 2013.

c. Marketing Tactics & Channels

Tier 1, 11, and 111 messaging needs to be consistent from a strategic perspective, but with
the understanding that the actual message will be different because each tier provides the
customer with a unique value. It’s important to coordinate these messages while also leveraging
the strengths of each tier. In MEO efforts at all levels, there are tactics and channels that are best
suited to achieve the goals for each tier. SoCalGas proposes the following table as a start at
defining the most appropriate tactics and channels for each.

Table C. Tier Tactics & Channels

Tier 1: Tier 2: Tier 3:
SW ME&O Utility Utility
IDSM Local
Programs

SW Paid Media — TV, Radio, Print
Earned Media

Web / Interactive

Social Media

Local Paid Media — TV, Radio, Print
Community Events

Outreach: Trade Associations
Outreach: Community Based
Organizations

Outreach: Local Government
Partnerships

Collateral

Direct Marketing (direct mail/email)
Retail Partnerships

XXX |X

XX | XX

XX X XXX XXX (X

X
X
X

In 2013 and 2014, after the brand assessment is complete and any necessary work to
revise the integrated marketing communications plan is done, the SW ME&O program can be

reasonably expected to employ the tactics and channel outreach shown in the table above under
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the “Tier 1” column. Regarding the role of CBOs, SoCalGas believes that we are best suited to
capitalize on the unique and strong relationships that we have with local CBOs, trade
associations and other outreach agencies. This particular channel could be effective in
dissemination of the appropriate statewide messages. However, as described in Chapter 4,
SoCalGas proposes to utilize funding from the SW ME&O program to administer this channel
through our own resources.

All three tiers of marketing presented above — statewide, local integrated and program
specific — are necessary to drive customers from awareness through the continuum to action.
Previous Commission direction and efforts may have focused too heavily on having the SW
ME&O effort function across all three tiers despite not having an actual “offer” to make, as the
utilities offer programs. With this application, SoCalGas proposes that this more structured and
academically based approach will contribute to greater success across all three tiers of marketing.

d. Proposed Budget

SoCalGas’ annual budget request of approximately $4.0 million is consistent with
previously authorized funds for the 2010-2012 EE cycle. SoCalGas’ funding request is
reasonable and meets the Commission’s objectives for 2013-2014 outlined in Decision 12-05-
015. Andrew Steinberg describes the calculation methodology of the 2013-2014 budget request.

I

I
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TABLE Z-11 500 PROPOSED STATEWIOE MARKETING, EDUCATION ANID CUTREACH EXPENSES

5% MEA0 Program Acivity 2015 2014 2015-2014 Totml
AU Marksting & Aws rena (a) & eraiz 4 BF5 232 45 Fa8 448
Mgz g hotsgalimkly  notassBestls  Rarssghuble
Fdarketing Sub-Total $1,678.222 $LE7E 222 55 A4S
Il grmton ik L1058 238 &0 338 £318,448
srirlgTesn 12 257 tiw 257 451 178
linedsirsiata bon & Zdinka Tk
Total $125E11 125811 dd7, 822
Totel (] 82,002,054 szo0L05 S4.004,087
HOTaS:

sl devaranei campalgm and conkrs i with sub-contractarisl
Bl Pragram Implemanter Co nirack for lsbor and sdminlitrsth oo ats such &1 trevl seganiel
il Cazan i ot Incdis T R0 scitivid s for 2549 or CF1 = Themea regulstary proosadings.

e. Coordination With Local Marketing

The 10Us will conduct coordinated local marketing and outreach that includes both
integrated (Tier 1) and program-specific (Tier I11) activities to motivate customer enrollment and
participation in their respective DSM programs and services, and drive ongoing customer
engagement and behavior change. Local marketing and outreach will be coordinated with and
leverage SW ME&O program messaging, timing and tactics in order to eliminate potential
redundancy and maximize campaign effectiveness. Detail on the proposed coordination
structure can be found in Chapter 4 of this application.

f. Conclusion

In conclusion, SoCalGas recommends that the Commission adopt the following proposals
and recommendations regarding the statewide ME&O program.

1. Reevaluation of adjustments made from past process and impact evaluations,
including the governance model and a shift in emphasis to non-traditional communication

channels should be incorporated into program planning.
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2. The most critical immediate step is the brand assessment and transition plan,
which must include collaboration between the utilities, the Commission, the implementer and
identified stakeholders. Without sound research and a purpose built creative strategy, the new
brand will not succeed.

3. While planning for the 2013-2014 effort is taking place, SoCalGas will continue
with local EUC program marketing, utilizing local program funding as well as continuation of
funding for successful ARRA programs.

4, Established statewide brands, such as the Energy Savings Assistance Program and
Go Solar California should not be cobranded with the new Statewide ME&O effort, and be
treated in the same tier as local program marketing with a similar message coordination strategy.

5. Until the hired experts are allowed to complete the web portal assessment and
develop the new strategic direction for the website, it is premature to establish how websites will
link to each other or to describe what type of data sharing is necessary for an optimal customer
experience.

6. The academically recognized and commercially applied “Awareness, Interest,
Desire and Action” (AIDA) marketing framework should be adopted as the strategic approach to
drive customers from the Statewide ME&O effort to actions promoted by program-specific
marketing.

7. The Statewide ME&QO mission should be adopted as follows, “to elevate the
importance and benefits of energy use and management concepts and to create a bridge to local,
program-specific outreach and education efforts that are in place across local programs.”

8. Obijectives for the Statewide ME&O effort should be adopted as follows:
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e Provide customers with information to increase their awareness of, and
interest in, energy and energy management;

e Qutline strategies that will lead to desire for and the adoption of energy
management solutions for residential and small commercial customers;

e Take a strategic, customer centric approach for engagement that utilizes
marketing tiers and multiple channels; and

e Bundle relevant messages about options, tools, programs, and services that
lead customers to their local programs and services.

9. Brand and message coordination efforts should follow a three-tiered approach,
with statewide marketing at “Tier 1,” utility IDSM/portfolio marketing at “Tier 2” and program-
specific marketing at “Tier 3.”

10.  The new Statewide ME&O program will reach out to a broader audience,
including small business, residential and hard-to-reach customers.

11. Proposed activities for 2013 and 2014 are highly dependent upon the brand
assessment, but will be driven by the AIDA strategic approach and the three tiered messaging
strategy. Statewide efforts will encompass awareness building efforts and engage in messages,
channels and tactics outlines for Tier 1.

IV. COORDINATION WITH SOCALGAS’ LOCAL ME&O EFFORTS

A Introduction

Commission guidance in D.12-05-015, Decision Providing Guidance on 2013-2014
Energy Efficiency Portfolios and 2012 Marketing, Education, and Outreach ordered that this
application describe “how any local and program-specific ME&QO activities for energy

efficiency, demand response, distributed generation, low-income programs, and any other
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relevant demand-side programs will be coordinated with the statewide program.”®® Chapter 4
focuses exclusively on this subject, describing how SoCalGas’ proposed local program-specific
marketing efforts will function under the framework established in Chapter 3. The tiered
marketing approach described in this testimony has been utilized successfully in other industries,
and can be applied to all utility marketing efforts if adopted as proposed.

B. Tier 111 Program-Specific Marketing Coordination

Program-specific marketing and outreach is conducted in order for the IOUs to increase
participation, attain specific program goals, and reinforce program participation and behavior
change. These local efforts will leverage the awareness of general energy concepts established
by the SW ME&O Program and will target very specific audiences with a specific offer.
SoCalGas’ program marketing efforts that will be coordinated with the SW ME&QO campaigns as
directed includes EE and low income. A level of coordination between the Statewide ME&O
effort and each utility’s local marketing efforts is necessary so that messages and timelines match
up in a way that makes it easy for consumers to move across the continuum from statewide
awareness to local program action.

C. Coordination With Local Governments, Community Based Organizations

And Other Outreach Channels

As demonstrated in Chapter |11, Table C “Tier Tactics & Channels,” SoCalGas proposes
to capitalize on our unique and strong associations with local governments, CBOs, trade
associations and other organizations where the company has effective influence. It is also
critical to utilize these groups and organizations to be able to reach and engage our diverse

customer base, especially ethnic customers. SCG believes that the messages regarding IDSM

% D.12-05-015, OP 117C, page 424.
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solutions and specific programs is most appropriate to the localized nature of these kinds of
organizations. The resources that we currently have in place to foster these continued
relationships are well equipped to include statewide ME&O messaging as appropriate in their
scope of work and to ensure appropriate delivery of the right message to the right customer at the
right time.

SoCalGas has a long history of successful relationships with CBOs based on the work
historically done through: the California Alternate Rates for Energy program (CARE), the
Energy Savings Assistance Program (ESAP), the Medical Baseline Allowance, Gas Assistance
Fund, and more. There are a number of programs that Customer Assistance leverages with, such
as 2-1-1 LA County, Low Income Home Energy Assistance Program (LIHEAP), and
Community Help and Awareness of Natural Gas and Electricity Services (CHANGES).

SoCalGas also has long-standing relationships with organizations which include non-
profit organizations involved in providing services for the following areas: health, education,
personal growth and improvement, social welfare and self-help for the disadvantaged. These
organizations work at a local level to improve life for residents within the SoCalGas service
territory, and are critical channels for reaching these customers - who have traditionally been
hard to reach - with programs and services that benefit them. SoCalGas will continue to leverage
the credibility and visibility of these diverse community partners and direct customers to specific
programs they are eligible to apply for as well as provide them with messaging and/or training to
help their communities better manage their energy usage and save money. As of the time of this
application, SoCalGas is working with over 100 organizations that represent the following ethnic

minorities: African American, Hispanic, Chinese, Vietnamese and Korean communities.
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In A.12-07-003, SoCalGas proposed continuation of successful Local Government
Partnerships (LGP) programs. As proposed, the LGP program will serve as a delivery channel
for specific products and services to local governments. Each partnership is unique in its
offering, but most of them include an element whereby the partner proposes to educate
customers and refer them to SoCalGas programs and services. As regional representatives, the
partners serve as an important conduit to funnel customers into programs. Partners can also
serve to deliver the SW ME&O message, but the coordination of timing and messages must be
carefully planned with IDSM and local program efforts.

Outreach to business customers, specifically the specialized, local small businesses that
make up a large part of our customer base, is another critical component to SoCalGas’ outreach
effort. SCG has built strong relationships with trade associations, business improvement
districts, chambers of commerce and economic development corporations in order to help
promote a wide range of offers and services. Small business owners do not have a lot of extra
time to devote to thinking about energy management. In addition, many are ethnic with limited-
English capabilities. SoCalGas has found that the most effective delivery mechanism for
messages is through these kinds of partnerships. Small business owners tend to place a good
amount of trust and interest in its trade association or chamber of commerce, so the company has
spent a considerable amount of effort building relationships with these groups to foster outreach
to this “hard to reach” customer. Similar to LGP outreach, the education and messaging is
localized and sometimes specific to particular programs, so SoCalGas proposes that it maintain
these critical relationships and channel the SW ME&O messages through resources as

appropriate.
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D. CONCLUSION

In conclusion, SoCalGas recommends that the Commission adopt the following proposals
and recommendations regarding the integration of statewide and local utility efforts.

1. If adopted as proposed in A.12-07-002, the local IDSM marketing program will
follow Commission direction to include “marketing strategies, messages and material that
simultaneously promotes demand-side resources to customers and seeks to educate them about
the benefits of pursuing these resources where feasible.”

2. Statewide ME&O and local utility coordination on messages and timelines should
occur via each local utility reporting regularly back through the statewide ME&O governance
team on their coordination efforts.

3. Program-specific marketing and outreach is critical to the success of utility
program participation, achievement of specific program goals and reinforcement of program
participation and behavior change.

4, SoCalGas should be the administrator of statewide ME&O messaging through
established local government partnership, trade association, community based organization and
other outreach channels as appropriate to their scope of work and to ensure delivery of the right

message to the right customer at the right time.
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E. WITNESS QUALIFICATIONS - OCTAVIO VERDUZCO

My name is Octavio Verduzco and | am employed by Southern California Gas Company
(“SoCalGas”). My business address is 555 West Fifth St, Los Angeles, CA 90013.

My present position is Customer Communications and Research Manager at SoCalGas.
My primary responsibility is to oversee the development and execution of marketing strategies
and plans for SoCalGas’ Residential programs including Energy Efficiency (“EE”), Customer
Assistance, and Energy Upgrade California (“EUCA”). | have been employed by SoCalGas
since 2010. Prior to SoCalGas, | held various Account Manager positions at different
Advertising Agencies specializing in marketing to Hispanics. | received a bachelors degree in
Business Administration from Woodbury University in Burbank, CA.

I have not previously testified before the California Public Utilities Commission.
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Donna Thrifty Conserver—
Touch Point Rankings

Mainstream vehicles, coupled with recommendations

and information will address both tasks

Take Action

Build awareness
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Source: OMD PaletteCP, 2009 and Opinion Dynamics Corporation, 2009

Marketing and Integrated Communications Plan | California SW ME&O | March 8, 2010
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