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SoCalGas Portfolio Snapshot

Executive Summary

SoCalGas Customers
by the Numbers

Customer Count (Number of Accounts)

2015
Totals

SoCalGas 2015
Portfolio Natural Gas Consumption

Commercial
18%

Residential 5,540,172
Commercial 163,078 Residential
Industrial 17,607 52%
Agricultural 1,969
Public 13,266
Portfolio Total 5,736,092
Portfolio Total 328,959
PortfolioPercentage 5.73%
Residential 5.9%
Commercial 0.9%
Industrial 0.8%
Agricultural 1.1% Industrial
Public 1.6% 25%
2010-2015 2015
Annual Consumption in Therms Average Totals
Residential 2,320,849,648 | ~ | 2,029,009,675
Commercial 685,936,850 | . —"— 698,506,928
Industrial 884,016,261 | _— 971,957,436
Agricultural 66,255,176 |, — 70,022,417
Public 147,021,357 | " _ 134,079,258

Portfolio Total

4,104,079,292

3,903,575,714

Energy Savings in Therms Totals Totals
Residential 37,677,939 T 4,401,651
Commercial 15,520,170 ,/\/‘ 3,464,827
Industrial 72,747,402 """""\. 4,333,459
Agricultural 4,841,338 \__f\ 944,940
Public 8,812,994 | " — 1,506,452
C&S 23,332,830 |, 9,093,495
Low Income 14,177,214 | N 1,565,091

Total Portfolio Savings 177,109,885 25,309,916

Notes:

application is counted individually).

respectively.

Customer counts and consumption data excludes electric generation end use.
Program Participation is based upon non-consolidated figures (e.g. each rebate

Sparklines represent 2010-2015 data. Green and Red dots identify low and high points

Annual portfolio consumption does not include electric generation (Non-PPPS) usage which
accounted for 1.371 billion therms in 2015.

SoCalGas 2015 Energy

Efficiency Portfolio Savings

Public

Residential
17%

6%

Agricultural
4%

17%

SoCalGas
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A. Portfolio Introduction

For more than 145 years, Southern California Gas Company (SoCalGas) has served Central and
Southern California as a responsible and engaged environmental leader, employer, and
neighbor. Asthe nation's largest natural gas distribution utility, SoCalGas delivers clean, safe,
and reliable energy to 21.6 million consumers through 5.9 million meters in 12 counties with
more than 500 communities, including 220 incorporated cities. The service territory
encompasses approximately 20,000 square miles of diverse terrain throughout Central and
Southern California, from Visalia to the Mexican border.

SoCalGas will continue to be a leader in delivering innovative customer assistance and energy
efficiency programs that are valued by customers, sensitive to the environment, stimulate the
economy, and make a difference in the communities served. The SoCalGas core values, with
respect to energy efficiency, are to provide cost-effective, customer-centric solutions that will
ultimately support the economic viability of all of its customers.

SoCalGas’ mission is to offer a suite of energy efficiency (or EE) solutions that incorporates the
best available technologies and services valued by customers, contributes to achievement of
energy efficiency goals, and that ultimately aligns with the State’s energy efficiency policies -
including a doubling of energy efficiency in California by 2030.* SoCalGas’ vision integrates the
ideals of innovation, partnership, and customer-centric approaches to influence customers and
their energy efficiency decisions.

B. Overview & Approach

California Energy Efficiency Goals

There are several newly adopted legislative bills providing specific guidance for the future of
energy efficiency in California. From Senate Bill (SB) 350 to Assembly Bills (AB) 758, 793, and
802, there are new directives that are helping to shape the next generation of energy efficiency
program offerings. The primary goal is set by SB 350, which calls for a doubling of the energy
efficiency levels in California by 2030. With this goal set, many legislative and regulatory
directives provide a pathway for SoCalGas and other Program Administrators to follow that will
help shape the next generation of energy efficiency program offerings. The California Public
Utilities Commission (Commission or CPUC) has also issued specific guidance to Program
Administrators on how to formulate the energy efficiency business plans to achieve the State’s
new energy efficiency goals. In response, SoCalGas has reshaped existing program strategies
and envisions new, innovative approaches to meet these specific directives. These program

! See Clean Energy and Pollution Reduction Act of 2015, California Senate Bill 350 (2015). See California
Public Utilities Code § 25327(d).
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strategies are presented in each of the sector-based chapters within this Business Plan. A
summary of the recent legislative and regulatory directives along with SoCalGas’ proposed
program strategies to address these directives are detailed in Appendices A and E.

Figure 1

Executive Summary - Market Characterization

Portfolio Energy Savings Goals & Forecast

Net Energy Savings Goals 2018-2025

ELL .
30mM ° ° o { ] o L]
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. ¢ s 31273051
o 27553689 o 32,192,587
15M 30,352,898
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10M
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M
0
2018 2019 2020 2021 2022 2023 2024 2025

Total savings in therms

Short-Term Cost-Effectiveness Forecast (without C&S)
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Key Trends

There are a number of key trends that are influencing how SoCalGas provides energy efficiency
programs to its customers. Below are a few key trends affecting various customer sectors in
SoCalGas’ service territory:

o Legislative Mandates — There are several legislative mandates levied upon various
customers to promote deeper energy efficiency retrofits, including SB 350, AB 758, AB
793, and AB 802.

o Increased Tax Revenues For Public Sector — California has mainly recovered from the
2008 recession and is now experiencing surplus tax revenue. This creates an
opportunity to direct funds to assist public customers in reducing the financial barriers
to energy efficiency.

e Recession Continues in Rural Communities — Recent economic studies project rural
communities in California, especially in the San Joaquin Valley, to continue to have
sluggish economies in contrast to other areas within the state.

e Water — The agricultural sector faces significant issues in water. Water availability is a
very large concern for growers because of persistent drought in California; limited water
availability is leading to increased water pumping. As various segments use different
water management approaches, energy management solutions can play an integral role
in the efficient use of energy and water.

e Agricultural Labor — The agricultural sector is experiencing a decreased labor supply
and, as a result, an increase in labor costs. The increased labor costs severely limit the
agricultural customer’s ability to invest in more energy-efficient equipment and
processes.

o Public Sector Organizational Mandates — Various public sector customers have
instituted organizational mandates such as the University of California’s carbon
neutrality initiative to realize net zero greenhouse gases from its buildings by 2025.
Achievement of these types of goals relies heavily upon assistance from energy
efficiency programs.

e Port Activity and the Growing Importance of e-Commerce Continue to Drive
Improvement in the Inland Empire’s Industrial Real Estate Market — The Inland Empire
is one of the strongest and most dynamic industrial markets in the nation, benefiting
from logistics advantages, high demand, growing lease rates and a substantial amount
of available land for future industrial projects. The outlook for the market continues to
be positive beyond 2016. Alone among the southern California five-county region, the
Inland Empire’s new development and construction is expected to be strong with
demand easily absorbing new supply.

SoCalGas January 17, 2017 9|Page
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o New Construction Gaining Momentum for the Industrial Sector — The outlook for
industrial development is much more optimistic, especially for warehouse and
distribution facilities.

e Builders Focus on Multi-Family New Construction — Due to higher construction and
property costs, new homebuilders are building multi-family dwellings in areas of
southern California historically dominated by the single family segment. For example,
Orange County, an area where single-family construction has dominated for decades, is
now experiencing higher construction starts in the multi-family segment, closer to
metropolitan areas throughout the county.

e High Levels of Renters in Single Family Segment — Over the past few years, the single
family segment has experienced a growth in rentals of single family dwellings. Los
Angeles County has experienced an increase in rental demand in all segments since
2010, causing issues regarding split-incentives to become more prevalent. Due to the
high cost to own relative to income, this trend is expected to continue.

e Low Vacancy Rates in the Industrial Sector — The vacancy rate of industrial real estate, a
key economic indicator, has steadily declined from a high of about 6 percent in 2011 to
1.2 percent in Q1 2016, and Los Angeles exhibits the lowest vacancy rates of the ten
largest markets across the United States. This creates an opportunity for more
industrial customers to invest in efficiency improvements for their buildings and
processes.

Comparison to Past Cycles

In past program cycles, program portfolios were offered based on specific programs and/or
technologies. The new sectorial business plan approach is based on customer needs and
expectations, within like customer groups, proactively offered in a deliberate and efficient
manner in order to significantly increase the adoption of customer energy efficiency solutions
among all customer types within the sector. The Business Plan includes a combination of
proven and newer program strategies based on past successes coupled with new approaches to
efficiently identify customers with the greatest energy efficiency opportunities using data
analytic advancements enabled by SoCalGas’ newly implemented Advanced Metering
Infrastructure (AMI).2 Taking advantage of new AMI technology, customer energy usage habits
can now be examined and categorized through efficient and continuous data analytics, to
identify how customers can permanently incorporate energy efficiency into their homes and
businesses. No longer will energy efficiency programs be passively offered when customers
decide to participate; now customers will actively be encouraged to modify energy behaviors

> The Advanced Meter Infrastructure project is currently scheduled to complete by the end of 2017;
however, there are a few areas of the SoCalGas network build that are at risk of not being constructed in
time due to challenges imposed by the local jurisdictions of some cities and counties (~2% of the
network is at risk). The inability to deploy the necessary infrastructure in these jurisdictions will likely
negatively impact energy efficiency opportunities for customers in these areas.
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and to invest in the right energy efficiency upgrades at the right time, based on a coordinated
set of program offerings, to improve the overall efficiency of their energy usage.

In addition to proven, existing program strategies, SoCalGas will incorporate new program
strategies and corresponding program tactics to arrive at a complete energy efficiency solution
set for the customer. The proven and new program strategies are further detailed in the
Program Intervention Strategies section of each sector chapter. These offerings will be
introduced to the customers over time and may be withdrawn and retooled in order to adapt to
market changes and responses.

The evaluation, measurement, and verification (EM&V) process includes sector-related market
studies, load impact, programs, process evaluations, and potential studies on energy efficiency
programs and market segments from previous program years. The sector business plans
incorporate, with and without modifications, various recommendations that have not
previously been incorporated into existing energy efficiency programs. A list of referenced
EM&YV studies applied in the business planning process is shown in Appendix B.

C. Vision and Goals

The goal of the energy efficiency Business Plan is to set the tone and direction for the next
generation of SoCalGas energy efficiency program offerings. It is vitally important that it is
clear, concise, and connected to California’s overall energy efficiency vision. This Business Plan
relies, in part, on the current California Long-Term Energy Efficiency Strategic Plan as a
touchstone to help shape the vision. There are a number of other influences that help shape
the energy efficiency Business Plan vision including: Commission policies, legislative directives,
evaluation studies, industry trends, customer needs, stakeholder input, and program
experience.

Vision:

To offer a suite of solutions that incorporates the best available technologies and
services valued by our customers, contributes to achievement of energy efficiency goals,
and that ultimately aligns with the State’s overarching energy and environmental goals.

Key energy efficiency portfolio goals:

e Facilitate, sustain, and transform the long-term delivery and adoption of energy-efficient
products and services;

e Cultivate, promote, and sustain lasting energy-efficient operations and practices; and

o Meet customers’ energy efficiency adoption preferences through a range of simplified
offerings that address customer energy efficiency needs.
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D.

Strategies and Approaches

Figure 2

Program Intervention Strategies will be deployed in each sector to achieve sector goals,

contribute to portfolio goals, and help realize the SoCalGas 10-year Portfolio Vision

10-year Portfolio Vision

To offer a suite of solutions that incorporates the best available technologies and services valued by our customers,
contributes to achievement of energy efficiency goals, and that ultimately aligns with the State’s overarching

energy and environmental goals

Energy Efficiency Portfolio Goals

Facilitate, sustain, and
transform long-term delivery
and adoption of energy
efficiency products and
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Executive Summary

efficiency needs

Industrial | Commercial | Agricultural | Residential Public

5 A

Sector-Specific Goals

Cross-Cutting

Program Intervention Strategies

e .0 . $$ Bl
e $$ Loan
¢ 1 =
| ? Tech | C
i ntelligent echnica ustomer ; P
Partnering Outre%ch Assistance Incentives Financing
R WY 2\
Y2 [ ) lf.'
v1 / .‘.
L .- \/
Strategic Energy Direct Install Midstream H Commissionin
Management Energy Efficiency O?:gll\éner &
SoCalGas January 17, 2017 12|Page



Executive Summary
Overview of Intervention Strategies

Since the 1990s, California has embraced the notion that energy efficiency program
intervention strategies, coupled with government intervention (e.g., public policies and laws),
can permanently reduce market barriers so customers can achieve higher levels of energy
efficiency. In a transformed market, customers will naturally adopt higher levels of energy
efficiency without the need for such program and government interventions. All programs,
resource and non-resource, contribute in some way to reducing market barriers in order to
achieve the desired, long-lasting market effects.> The current Commission market
transformation definition is stated below:

“Market transformation is long-lasting, sustainable changes in the structure or
functioning of a market achieved by reducing barriers to the adoption of energy
efficiency measures to the point where continuation of the same publicly-funded
intervention is no longer appropriate in that specific market. Market
transformation includes promoting one set of efficient technologies, processes
or building design approaches until they are adopted into codes and standards
(or otherwise substantially adopted by the market), while also moving forward
to bring the next generation of even more efficient technologies, processes or
design solutions to the market.” *

To identify the appropriate program strategies, the Business Plan identifies sector-specific
problem statements with corresponding resolutions or desired outcomes. Sector-specific
program strategies are presented that will reduce current market barriers. Program delivery
will rely on a combination of third-party delivered statewide and local programs. These
programs will be supplemented with SoCalGas support that will enable third-party program
implementers and customers to work together. A summary list of the various programs
strategies is presented below. Details about each intervention strategy are presented in each
sector chapter of this Business Plan.

3 “Market transformation is not a label that uniquely identifies certain energy efficiency program designs
to the exclusion of others. It is instead an objective that all energy-efficiency programs have at least a
theoretical potential to achieve to varying degrees.” Eto, J., Prahl, R., & Schlegel, J. (1996, July). A
scoping study on energy efficiency market transformation by California utility DSM programs. Energy &
Environment Division, Earnest Orlando Lawrence Berkeley National Laboratory, University of Berkeley.
Retrieved from http://eaei.lbl.gov/sites/all/files/lbnl - 39058.pdf

* California Public Utilities Commission. (2009, September 24). D.09-09-047, pp. 88-89.
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Table 1 — Program Intervention Strategies

Strategy & Tactics Residential | Commercial Industrial ]Agricultural] Public

Partnering
e Utility Partners Existing Existing New New Existing
e Industry Partners Existing Existing New New New
e Customer Partners Existing New New - Existing
e Retailer Partners Existing - - - -
Intelligent Outreach
e Data Analytics New New New New New
e Virtual Energy Audits Existing Existing New New New
e Data Sharing Existing Existing Existing Existing Existing
e Facility Energy Audits Existing Existing Existing Existing Existing
e Energy Management
Technology Existing Existing New New New
e Industry EE Best Practices New New New New Existing
e Disadvantaged Community/
Small Customer Outreach Existing Existing New New New
e Single Point-of-Contact Existing - - - -
Technical Assistance
e Technical Training - Existing Existing Existing Existing
e Technical Support - Existing Existing Existing Existing
Strategic Energy Management
e Pay-for-Performance - New New New New
e Modified Savings Analysis - New New New New
e Use of AMI Data - New New New New
e Cross-Promotion - New New New New
e Meter Large Projects - New New New New
Customer Incentives
e Pay-for-Performance New New New New New
e Customized Incentives Existing Existing Existing Existing Existing
e Deemed Incentives Existing Existing Existing Existing Existing
e Bundled Measures New New New New New
e Whole Building Existing Existing Existing Existing Existing
e Retro-Commissioning - Existing - - Existing
e Monitoring-Based
Commissioning - Existing - - Existing
e Contractor Incentives New - - - -
Direct Install (DI)
e Standard DI Existing Existing New New New
e Comprehensive DI New New New New New
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Table 1 — Program Intervention Strategies

Strategy & Tactics Residential | Commercial | Industrial | Agricultural | Public
Midstream Energy Efficiency
e Midstream Incentives Existing Existing Existing New -
e Distributor Training Existing New New New -
Financing
e On-Bill Financing - Existing Existing Existing Existing
e Credit Enhancement Existing Existing Existing Existing Existing
e On-Bill Repayment - New New New New
e Public Funding Assistance - - - - New
e loan Awareness Existing Existing - - -
Homeowner Resale
e Energy Performance Rating New - - - -
e Sales Training & Awareness New - - - -
e Home Certification New - - - -
e Benchmarking New - - - -

Key Challenges

There are several market barriers present within each sector that inhibit customers from
achieving higher levels of energy efficiency. Market barriers are a byproduct of market sector
characteristics and customer behavior within a specific sector. Program strategies are
temporary interventions introduced into the market sector to reduce these market barriers to
create real, lasting market changes. To realize the desired sector outcomes, several
coordinated and integrated program intervention strategies will be deployed throughout the
various market channels to increase customer energy efficiency adoption levels. This will
support the vision of increased adoption of energy efficiency products and behavioral practices.

In certain instances, a customer may behave in a manner similar to those in other sectors. For
example, a commercial retail customer may also act as an industrial processing plantin a
shared facility. In those instances, intervention strategies from various sectors will be offered
to these multi-dimensional customers in a coordinated offering.

Due to the limited natural gas usage within many of the customer segments and the need to
simplify customer engagement in the delivery of demand-side management programs,
SoCalGas proposes to coordinate program delivery with local utilities (electric and water),
where practicable. This will allow for simplified customer engagement that will empower the
customer to implement a complete energy and water efficiency plan.

Intervention Strategies

The Business Plan chapters provide a comprehensive list of program intervention strategies
directed at SoCalGas’ customer sectors. The strategies are intended to overcome the various
market barriers identified in this Business Plan to achieve permanent market effects. These
strategies will be deployed in a cohesive manner at various stages during the execution of the
Business Plan.
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Sector Metrics

To gauge sector progress towards the achievement of the desired sector outcomes, the
Business Plan proposes a set of key metrics for each sector and cross-cutting program activity.
Each sector chapter identifies key milestones in the advancement towards a set of desired
sector outcomes. In most cases, the desired outcome is expected well beyond the near and
mid-term implementation horizon. To properly monitor progress towards the desired outcome
over time, the metrics will rely on data currently collected, tracked, and verified as part of the
program administrator’s data requirements (e.g., energy savings, customer participation, etc.).
This approach improves the accuracy and timeliness of metric tracking for both the program
portfolio manager and the Commission while keeping the monitoring costs to reasonable levels.
Sector metrics and targets may change over the ten-year rolling portfolio cycle, as SoCalGas and
its implementers deliver programs and learn more about market characteristics and
responsiveness to intervention strategies.

E. Budgets and Cost-Effectiveness

Portfolio Budget

SoCalGas’ Business Plan budget provides an overview of the expected levels of annual spending
for 2018-2025, along with 2016 and 2017 approved budgets for reference. As authorized in
Commission Decision (D.) 15-10-028, SoCalGas’ Business Plan budget represents its best
estimates of spending for the life of the Business Plan.5 The intent is to allow Program
Administrators flexibility to adjust spending during the life of the Business Plan.6 SoCalGas will
file a Tier 2 Advice Letter (AL) annually, containing a detailed budget for the next calendar
year’s energy efficiency portfolio.7 The Tier 2 AL budgets will include detailed budgets for cost
recovery, transfer, and contracting purposes.8

> “It [the budget] will establish a “ballpark” figure for spending for the life of the business plan.”
California Public Utilities Commission. (2015, October 28). D.15-10-028, p. 55.

® California Public Utilities Commission. (2015, October 28). D.15-10-028, p. 56.

’ California Public Utilities Commission. (2015, October 28). D.15-10-028, OP 4.

8 california Public Utilities Commission. (2015, October 28). D.15-10-028, p. 56.
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Table 2 — Portfolio Budget Forecast ($000s)

Sector 2018 2019 2022 2023

Residential $29,688 | $29,613 | $29,613 | $29,128 | $29,738 | $30,354 | $30,978 | $31,610 | $32,249 | $32,896
Commercial $12,633 | $13,438 | $13,438 | $15,440 | $16,121 | $16,808 | $17,501 | $18,201 | $18,907 | $19,620
Industrial $12,976 | $12,373 | $12,373 | $12,534 | $12,700 | $12,871 | $13,046 | $13,225 | $13,410 | $13,599
Agricultural $5,296 $3,618 $3,618 $4,471 $4,539 $4,608 $4,679 $4,751 $4,825 $4,901
Public $6,675 $8,377 $8,377 $8,706 $8,988 $9,273 $9,561 $9,854 | $10,150 | $10,450
Cross-cutting: ET 51,823 $1,748 $1,748 $1,789 $1,831 $1,874 $1,919 $1,964 $2,010 $2,058
Cross-cutting: C&S $843 $843 $843 $862 $881 $902 $922 $943 $965 $987
Cross-cutting: Finance $2,264 $2,264 $2,264 $2,316 $2,369 $2,423 $2,478 $2,535 $2,593 $2,652
Cross-cutting: WE&T $3,819 $3,744 $3,744 $3,839 $3,937 $4,037 $4,140 $4,246 $4,354 $4,466
Market Sector Subtotal $76,018 | $76,018 | $76,018 | $79,085 | $81,104 | $83,150 | $85,224 | $87,329 | $89,463 | $91,629
SoCal REN $4,337 $4,337 $4,337 $4,337 $4,337 $4,337 $4,337 $4,337 $4,337 $4,337
EM&V $3,348 $3,348 $3,348 $3,476 $3,560 $3,645 $3,732 $3,819 $3,908 $3,999
SoCalGas Total $83,703 | $83,703 | $83,703 | $86,898 | $89,001 | $91,132 | $93,293 | $95,485 | $97,708 | $99,965
Other EE-Related Budgets

Statewide ME&O* $2,437 $1,830 $2,105 $1,578 $- S- $- $- $- $-
New Finance Offerings** S- $5,134 $1,798 $1,749 $1,701 S- S- S- S- S-
Grand Total $86,140 | $90,667 | $87,606 | $90,225 | $90,702 | $91,132 | $93,293 | $95,485 | $97,708 | $99,965

*The SW ME&O budget is funded outside of the Business Plan through D.16-09-020 that authorized the program budget from
Oct 2016 to Sep 2019. The annual budget for 2016 is based on D.15-08-033 and D.16-09-020.

**New Finance Offerings budgets were authorized in D.12-11-015, D.13-09-044, and extended in D.15-06-008. The pilot
programs are funded outside of the Business Plan and budgets allocated based on anticipated spend through 2020.

SoCalGas’ energy efficiency budget provided in the Business Plan, including the administrative
component, was developed to reflect labor and non-labor costs associated with managing and
delivering the energy efficiency portfolio. The administrative budget includes scope of work
associated with, but not limited to, portfolio management, contract oversight, regulatory
reporting, internal management controls, and overhead costs. These administrative costs align
with the allowable cost definition provided by the Commission in D.09-09-047, D.12-11-015,
and the Energy Efficiency Policy Manual Version 5.

Portfolio Savings & Cost-Effectiveness

SoCalGas will administer and oversee implementation of a vast portfolio that will produce
therm savings spanning over all sectors as specified in this Business Plan. The goal of doubling
energy efficiency savings by 2030 will be at the forefront of all new and existing resource
programs to help achieve this goal.

The energy savings presented in the following tables represent several key changes from
previous program cycles:
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e Therm savings are presented as gross and net savings as the Commission reverts back to
net energy efficiency goals; and,

e Cumulative goals and results will be reinstated for each IOU.

Additionally, SoCalGas anticipates that the Business Plan forecast will need to be updated as
new Potential and Goals studies are released by the Commission. The tables below are based
on SoCalGas’ forecasts, which leverage the 2015 Potential and Goals Study and AB 802
Technical Analysis. The introduction of AB 802 and SB 350 into California will allow
opportunities to pursue untapped and stranded energy efficiency potential for customers.

le 3 — Portfolio Gross Annual Energy Savings Forecast’ (MM Ther

Sector 2016** | 2017**
Residential 2.90 3.82 4.73 4.73 4.98 5.24 5.49 5.74 5.99 6.25
Commercial 6.00 6.04 5.13 7.11 7.60 8.10 8.60 9.10 9.60 10.10
Industrial 8.39 10.19 10.19 10.19 10.19 10.19 10.19 10.19 10.19 10.19
Agricultural 2.06 1.87 1.87 2.78 2.80 2.82 2.84 2.86 2.88 2.89
Public -* -* 2.58 2.78 2.93 3.08 3.23 3.39 3.53 3.69
Market Sector Subtotal 19.35 21.92 24.50 27.59 28.50 29.43 30.35 31.28 32.19 33.12
Cross-cutting: C&S*** 17.31 13.87 12.70 12.60 12.20 10.90 10.30 9.60 9.10 9.10
Total 36.66 35.79 37.20 40.19 40.70 40.33 40.65 40.88 41.29 42.22

* Public sector was included in the Commercial sector in 2016 and 2017.
*%*2016 and 2017 are shown for historical purposes. The energy savings reflect gross savings from SoCalGas compliance filings.
***Codes and Standards savings are reported as net savings values.

Table 4 — Portfolio Net Annual Energy Savings Forecast'® (MM Therms)

Sector | 2016** | 2017** | 2018 = 2019 | 2020 | 2021 | 2022 | 2023 | 2024 2025 |
Residential 1.75 2.29 2.80 2.79 2.93 3.07 3.22 3.36 3.50 3.64
Commercial 2.76 3.41 2.81 3.89 4.16 4.44 471 4.98 5.26 5.53
Industrial 4.26 5.15 515 | 515 | 515 | 515 | 515 | 515 | 515 | 515
Agricultural 1.07 0.98 0.98 1.46 1.47 1.48 1.49 1.50 1.51 1.52
Public -* -* 1.41 1.52 1.61 1.69 1.77 1.85 1.93 2.02
Market Sector Subtotal | 9.84 11.83 | 1314 | 1481 | 1531 | 1582 | 1633 | 16.84 | 17.34 | 17.85
Cross-cutting: C&S 17.31 13.87 12.70 12.60 12.20 10.90 10.30 9.60 9.10 9.10
Total 2715 | 2570 | 25884 | 27.41 | 2751 | 2672 | 2663 | 2644 | 2644 | 26.95

* Public sector was included in the Commercial sector in 2016 and 2017.
**2016 and 2017 are shown for historical purposes. The energy savings reflect net savings from SoCalGas compliance filings.

® Gross Total Annual MM Therm goals set in D.15-10-028, and will be adjusted to net goals per D.16-08-
019.
Y d.
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Table 5 - Portfolio Gross Cumulative Energy Savings Forecast (MM Therms)

Sector 2018 2019 2020 2021 2022 2023 2024 2025

Residential 4.73 9.47 14.45 19.76 25.32 31.05 37.03 43.26
Commerecial 5.13 12.23 19.83 27.94 36.54 45.48 54.86 64.66
Industrial 10.19 20.38 30.57 40.76 50.95 61.14 69.55 77.68
Agricultural 1.87 4.65 7.45 10.27 13.10 15.52 17.73 19.94
Public 2.58 5.36 8.30 11.38 14.62 17.92 21.37 24.93
Total 24.50 52.09 80.60 110.10 140.52 171.11 200.53 | 230.47

Table 6 — Portfolio Net Cumulative Energy Savings Forecast (MM Therms)

Sector 2018 | 2019 | 2020 2021 | 2022 | 2023 | 2024 2025
Residential 2.80 5.59 8.52 11.63 14.89 18.24 21.73 25.37
Commercial 2.81 6.70 10.86 15.29 20.00 24.87 29.98 35.31
Industrial 515 | 1030 | 1545 | 2060 | 2575 | 3090 | 3515 | 39.8
Agricultural 098 | 243 | 390 | 538 | 68 | 809 | 920 | 1031
Public 1.41 2.94 4.54 6.23 8.00 9.80 11.67 13.61
Total 13.14 27.95 43.26 59.13 75.50 91.90 107.74 123.87

SoCalGas presents the expected emissions reductions associated with the program savings
forecasted for program years 2018 — 2020 in its Business Plan.

Table 7 - Near-Term (2018-2020) Gross Emissions Avoided

Gross Emissions Avoided CO; (tons) | NOx (lbs) P(|\|,|:,-51)0

Annual 1,000,385 1,585,672 1,156
Lifecycle 13,527,902 | 21,456,499 15,240

*Includes codes and standards

Near Term (2018-2020) Cost-Effectiveness

Two key aspects of SoCalGas’ portfolio are that (1) projects tend to have long lead times due to
the complexities and higher costs of gas energy efficiency measures; and (2), the portfolio relies
heavily on the industrial and agricultural sector to maintain cost-effectiveness and will continue
to do so over the next ten years. The cost-effectiveness of the industrial and agricultural
sectors allows SoCalGas to offer resource and non-resource programs to all customer
segments.

As the transition to more third-party implementers takes effect from 2018-2020, SoCalGas
expects cost-effectiveness to remain relatively unchanged throughout the near-term period, as
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existing programs are either revised or phased out (see below for more details on third-party
transition). This period will allow the piloting of new and innovative programs where successful
and cost-effective ones will become the backbone of the portfolio. However, during the near-
term period new and existing strategies such as the residential behavioral, commercial, and
public direct install, commercial and public commissioning, normalized meter energy
consumption, and codes and standards advocacy programs will have positive impacts to

maintai

n cost-effectiveness.

Table 8 illustrates SoCalGas’ 2018-2020 near term portfolio both with and without codes and
standards. The Total Resource Cost (TRC) and Program Administrator Cost (PAC) tests take into
account the 2017 updated avoided costs as approved by the Commission in D.16-06-007. In
addition, the public sector has been broken out and will be presented on its own moving
forward. SoCalGas will learn from the public sector in the near-term to evolve and run more
cost-effective programs in the mid and long-term.

Mid and Long-Term Cost-Effectiveness

Table 8 — 2018-2020 Cost-Effectiveness

Sector TRC PAC
Residential 0.75 1.00
Commercial 1.28 1.81
Industrial 2.54 4.25
Agricultural 1.97 3.30
Public 1.00 1.30
Codes & Standards 1.90 291.65
Total without C&S 1.11 1.47
Total with C&S 1.54 4.30

It will take some time for new third-party programs to ramp-up and mature for the portfolio to
see the impacts on cost-effectiveness. Successful programs will be continued in the mid and
long-term periods and ineffective programs will be retired and/or re-solicited. As the program
administrator, SoCalGas will continually monitor and evaluate all strategies and programs to

maintai

n a cost-effective portfolio.

SoCalGas anticipates that the following programs will contribute heavily to SoCalGas’ portfolio
during the mid and long-term periods, including:

SoCalGas

Residential behavior programs;

Residential, commercial, and public direct install and bundling programs;

Midstream retailer and contractor programs;

Industrial custom and normalized meter energy consumption incentives; and,

Industrial strategic energy management.
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Additionally, SoCalGas’ mid and long-term portfolio will strive to continue to be cost-effective
while also taking into account several key changes that are being contemplated by the
Commission. Some of these changes (i.e., non-energy benefits) can have major impacts on the
portfolio and include:

e Aligninment of cost-effectiveness framework with California’s environmental goals;
e Introduction of non-energy benefits (NEBs) as well as other costs and benefits; and,

¢ Inclusion of market and reliability impacts based on reliability and resiliency of the
.1 11
grid.

SoCalGas will continue to be at the forefront of keeping natural gas energy efficiency cost-
effective while also collaborating with stakeholders to ensure that cost-effectiveness tests
continue to be relevant and impactful.

F. Statewide Programs

The Commission, in D.16-08-019, created significant changes to statewide program
administration and third-party program offerings in energy efficiency portfolios. This decision
directed program administrators to include in the business plans a proposal for transitioning
the majority of programs to be outsourced, with a minimum of 60 percent of the budgeted
portfolio transitioned by the end of 2020. In addition to changes to the third-party
requirements, the Commission modified the energy efficiency program administrative structure
by requiring that all upstream and midstream programs be delivered uniformly throughout the
four large Investor-Owned Utilities’ (I0Us) service territories,*? and overseen by a single Lead
Program Administrator, determined by consensus and put forth in the business plans.
Appendix A to the Executive Summary describes the joint IOU approach to Statewide
Administration.

The Commission requires the Lead Program Administrator to provide the objectives, metrics,
and solicitation strategy for each statewide program. SoCalGas will be the Lead Program
Administrator for the Residential New Construction Program, the Gas Emerging Technologies
Program, the Foodservice Point-of-Sale (POS) Rebate Program, and the Midstream Water
Heating Program. The full list of statewide programs and Lead Program Administrators is in
Table 9 below.

" Integrated Distributed Energy Resources Working Group. (2016, May 31). Final Report of the IDER
Working Group filed by Southern California Edison Company (U 338 E), Pacific Gas and Electric Company
(U 39 M), San Diego Gas & Electric (U 902 E), and Southern California Gas Company (U 904-G). Retrieved
from http://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M166/K248/166248840.PDF

2 The four I0Us are Pacific Gas and Electric (PG&E), Southern California Edison (SCE), San Diego Gas and
Electric (SDG&E), and SoCalGas.
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Table 9 - Statewide Programs

Lead Program
Administrator

Statewide Program

Plug Load & Appliance — POS SDG&E
Residential New Construction SoCalGas
Heating, Ventilation, and Air Conditioning (HVAC) Upstream | SDG&E
HVAC Midstream SDG&E
Savings by Design SCE
Lighting — Primary SCE
Lighting — Innovation SCE
Lighting — Market Transformation SCE
Financing — New Offerings PG&E
Codes & Standards — Building Codes Advocacy PG&E
Codes & Standards — Appliance Standards Advocacy PG&E
Emerging Technologies — Gas SoCalGas
Emerging Technologies — Electric SCE
Workforce Education & Training (WE&T) - K-12 Connections | PG&E
Institutional Partnerships — California Community Colleges SCE
Institutional Partnerships — University of

California/California State University SCE
Institutional Partnerships — State of California PG&E
Institutional Partnerships — California Department of

Corrections and Rehabilitation®® PG&E
Marketing Education & Outreach — Energy Upgrade

California Campaign PG&E
Foodservice POS Rebate' SoCalGas
Midstream Water Heating SoCalGas

Executive Summary

The Commission also requires that Program Administrators propose in their Business Plan
filings at least four downstream programs to be piloted on a statewide basis and include a Lead

3 Ordering Paragraph 8 of D.16-08-019 names the State of California and the California Department of
Corrections and Rehabilitation as two separate sub-programs, in keeping with past filings. Moving into
the new statewide framework, the I0Us intend to merge the two sub-programs into a single program
that serves all State agencies, departments, and commissions.

% Ordering Paragraph 8 of D.16-08-019 requires that all upstream and midstream programs in the
existing portfolio, including but not limited to those listed in the decision, plus new programs proposed
in business plans that are market transformation, upstream, or midstream, shall be delivered statewide.
SoCalGas currently has two midstream programs: Foodservice POS Rebate and Midstream Water
Heating, which SoCalGas intends to continue to offer as part of the rolling portfolio. In this new
paradigm, these programs will be delivered statewide, led by SoCalGas.
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Administrator and other program details.”> The four downstream programs to pilot on a
statewide basis are listed in Table 10. While SoCalGas will not lead any of the four downstream
programs proposed in this Business Plan, objectives, metrics, and solicitation strategies for each
of these downstream statewide pilots will be provided in the Lead Program Administrator’s
Business Plan.

Table 10 - Downstream Programs to Pilot Statewide

Lead Program

Downstream Pilot Administrator
WE&T — Career & Workforce Readiness PG&E

HVAC — Quality Installation/Quality Maintenance SDG&E

Indoor Agriculture PG&E
Water/Wastewater Pumping SCE

Residential New Construction Program

Program Objectives

The Residential New Construction program seeks to deliver a statewide program that promotes
the development of energy-efficient communities in support of California’s goal to achieve Zero
Net Energy (ZNE) single family and multi-family home new construction. The program will
enable customer choice while encouraging the design, building, and real estate communities to
incorporate energy efficiency into sustainable design and construction, green building practices,
real estate transactions and emerging technologies.

The new Residential New Construction program will rely on one or more third-party
implementers to support specific functions within the overall statewide program. The following
is a list of objectives for this statewide program:

e Promote energy efficient home and building design and construction to the home
design and builder communities.

o Create a new home rating system to promote energy efficient homes.

e Promote the installation of efficient electric and gas appliances and renewable
technologies and supply sources (photovoltaics, renewable gas, etc.) into residential
new construction.

o Hold building design and other educational workshops to promote the design,
construction, and purchase of ZNE homes.

e Coordinate with key industry partners in the design, promotion, and acceptance of ZNE
residential community concepts.

1> california Public Utilities Commission. (2016, August 25). D.16-08-019, OP 9.
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Solicitation Strategy

Program solicitations will call upon the innovative proposals of the energy efficiency service
provider community. The Residential New Construction program will be proposed, designed,
and implemented by at least one third-party implementer. There could be multiple
implementers due to the regional footprint of home builders in the market. The scope of the
request for proposal for this program will be guided by SoCalGas’ Business Plan including the
sector goals, sector-level strategies, and program intervention strategies. SoCalGas will
collaborate with selected third-party implementers on program design and delivery to increase
the likelihood of program success and integration with other energy efficiency programs within
the portfolio. The implementation contract type will likely be a pay-for-performance approach
for key contract activities (e.g., energy savings delivered).

Transition Timeline

After approval of the Business Plan, the Residential New Construction program will conduct a
competitive program solicitation, seeking program designs to deliver a program on a statewide
basis. SoCalGas expects this phase to commence in 2018 to allow for selections, contract
negotiations, and execution prior to the start of 2019.

Metrics
The following metrics are illustrative and will be finalized with the selected implementer(s):

o Number of single family homes that exceed energy codes by more than 5%.

e Number of multi-family homes that exceed energy codes by more than 5%.

e Support the implementation of a single and multi-family home rating system by 2025 in
California.

e Conduct single and multi-family home design workshops that support ZNE home and
community design.

Gas Emerging Technologies Program

Program Objectives

The Gas Emerging Technologies Program (ETP) will address three overarching priorities:

e Use Technology Priority Maps (TPM) to ensure high priority areas are met. To address
the need to ensure all high priority areas are addressed, the Gas ETP will use
collaboratively designed TPMs to drive the emerging technologies research agenda
during the time period covered in this business plan. Gas ETP will use existing
technology roadmapping efforts whenever possible to create TPMs to align with
California policy and customer needs. These TPMs will seek to identify good candidates
for all utility programs including market transformation initiatives.
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e Support a pipeline with a consistent stream of new and diverse technologies. Gas ETP
projects will be designed to encourage manufacturers and technology developers to
create technologies that help Program Administrators achieve their energy efficiency
goals.

e Find emerging gas technologies with energy savings opportunities for customers in all
sectors. This is accomplished in part by early vetting of technologies and solutions that
are candidates for inclusion into an energy efficiency portfolio.

Solicitation Strategy

Gas ETP will seek multiple program implementers to capture the most innovative, effective
program designs while promoting a healthy and vibrant energy efficiency ecosystem where
multiple implementers, both large and small, can be part of the ETP future. Gas ETP will look
for program designs that support the stated objectives and strategies.

e |tis envisioned that a solicitation strategy will be linked to the TPMs that will be
undertaken as part of the early planning efforts once the business plans have been
approved.

e Central to the development of robust TPMs and a solicitation strategy will be the
incorporation of the Business Plan strategies for all segments, fuel-type (gas and
electric) unique needs, Market Transformation objectives, program portfolio needs, and
regional needs.

o Implementers will be considered for their ability to address solicitation strategy goals.

e Strategy will support the three program objectives outlined above including identifying
technologies that may be considered by Program Administrators for incentives.

ETP will rely on the specialized expertise from both single-fuel I0Us, SCE and SoCalGas, to lead
the advancement of both electric and natural gas energy efficient technologies, through a dual
Lead Program Administrator approach. Both SCE and SoCalGas, in close collaboration with
other Program Administrators, can bring expertise and focus on increasing the number of
energy efficient gas and electric technologies.

Transition Timeline

e Meet the obligation for 2017 program implementation under current program design
and any activities that prolong into 2018 and beyond. Gas ETP will commit to projects in
2017 that will be delivered in subsequent years; Program Administrators may need to
maintain certain infrastructure to support those interim activities.

e Start the development of the TPMs in 2017.

e Ramp up 2018 implementation with the development of implementation plans, TPMs
and other strategic planning activities.
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e |tis expected that the implementation of the new model will start in 2018 as the old
program model ramps down.

Metrics

The following metrics are illustrative and will be finalized with the selected implementer(s).

Number of TPMs initiated
Number of TPMs updated
Number of projects initiated
Number of outreach events

Foodservice POS Rebate Program

Program Objectives

The Foodservice POS Rebate program seeks to increase the sales of high efficiency commercial
foodservice equipment by engaging midstream market actors to stock and actively market high
efficiency equipment. This supports the CLTEESP, which has an overarching objective to utilize
the market to achieve more profound energy savings, aligning with the program goal to
incentivize the sale of high-efficiency foodservice equipment by engaging mid-stream market
actors. The CLTEESP states that not only office buildings but stores, restaurants, warehouses,
schools, hospitals, public buildings and facilities, and others account for over 25 percent of
natural gas consumption and space heating, water heating, and cooking make up over 90
percent of gas use, and these areas should receive extra attention for energy efficiency
strategies.'® The program will deliver energy savings by providing end-use customers
equipment rebates for high efficiency commercial kitchen equipment purchased at the point-
of-sale.

Solicitation Strategy

Program solicitations will call upon the innovative proposals of the energy efficiency service
provider community. The Foodservice POS Rebate program will be proposed, designed, and
implemented by one or more third-party implementer, for statewide delivery. The scope of the
request for proposal for this program will be guided by SoCalGas’ Business Plan including the
sector goals, sector-level strategies, and the program intervention strategies. SoCalGas will
collaborate with the selected third-party implementer on program design and delivery to
increase the likelihood of program success. The implementation contract type will likely be a
pay-for-performance approach for key contract activities (e.g., number of units sold).

18 california Public Utilities Commission. (2011, January). Energy Efficiency Strategic Plan, January 2011
Update, p. 28. Retrieved from http://www.cpuc.ca.gov/general.aspx?id=4125
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Transition Timeline

After approval of the Business Plan, the Foodservice POS Rebate program will conduct a
competitive program solicitation, seeking program designs to deliver a program on a statewide
basis. SoCalGas expects this phase to commence in 2017 to allow for selections, contract
negotiations, and execution prior to the start of 2018.

Metrics

The following metrics are illustrative and will be finalized with the selected implementer(s).

o Number of midstream market actors engaged
o Number of units rebated

Midstream Water Heating Program

Program Objectives

The Midstream Water Heating program’s objective is to push higher efficiency water heaters
into the non-residential market by leveraging the distributor and contractor communities. The
distributor and contractor communities allow SoCalGas to target all small, medium, and large
non-residential customers. Customers will receive the utility rebate at the point of sale from
the distributor/contractor thereby removing the need to complete additional paperwork. The
goal of the program is to streamline the rebate process and target customers when they are
looking at purchasing equipment. For now, only storage and tankless water heaters are
allowed in the program but SoCalGas will look at adding additional measures at the appropriate
time.

Solicitation Strategy

Program solicitations will call upon the innovative proposals of the energy efficiency service
provider community. The Midstream Water Heating program will be proposed, designed, and
implemented by one or more third-party implementer, for statewide delivery. The scope of the
request for proposal for this program will be guided by SoCalGas’ Business Plan including the
sector goals, sector-level strategies, and the program intervention strategies. SoCalGas will
collaborate with the selected third-party implementer(s) on program design and delivery to
increase the likelihood of program success. The implementation contract type will likely be a
pay-for-performance approach for key contract activities (e.g., number of units sold).

Transition Timeline

After approval of the Business Plan, the Midstream Water Heating program will conduct a
competitive program solicitation, seeking program designs to deliver a program on a statewide
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basis. SoCalGas expects this phase to commence in 2018 to allow for selections, contract
negotiations, and execution prior to the start of 2019.

Metrics
The following metrics are illustrative and will be finalized with the selected implementer(s).

o Number of distributors enrolled
o Number of units rebated
e Number higher efficiency units sold

G. Transition Plan

This transition plan complies with the Commission’s requirement to have 60 percent of the
energy efficiency program portfolio budget be proposed, designed, and implemented by third-
parties by the end of 2020. The plan will support a smooth transition that:

e Aligns with SoCalGas’ core competencies of customer outreach and engagement, data
analytics, natural gas focus, and safety;

e Achieves higher levels of energy efficiency for customers in support of California’s
aggressive goal to double energy efficiency by 2030; and,

o Creates a smooth, seamless transition to a new portfolio administrative structure that
benefits customers, SoCalGas, and the energy efficiency provider industry.

To achieve the 60 percent third-party requirement and create a smooth transition, SoCalGas’
plan identifies: (1) solicitation approach and schedule; (2) sector level sourcing strategy; and (3)
SoCalGas operations to support energy efficiency programs.

Solicitation Approach and Schedule

The transition plan proposes to re-organize the portfolio to a set of integrated strategies and
program offerings based on customer segments, as detailed in the Business Plan. This portfolio
reset is consistent with the Commission’s new sector-based approach. The transition plan
considers future energy efficiency potential, customer needs, market trends, current legislative
and regulatory direction, and past energy efficiency program performance.

For 2017, SoCalGas’ energy efficiency portfolio budget, including EM&V, is $85.7 million, of
which $22.3 million, or 26 percent, is currently implemented by third-parties.'” By the
conclusion of this transition plan, at the end of 2020, programs that are proposed, designed,
and implemented by third parties will increase to more than $54.2 million or 60 percent of the
annual portfolio budget, including EM&V activities.

72017 budget, as filed in the SoCalGas 2017 Budget Advice Letter 5023, includes Statewide ME&O.
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Program solicitations will call upon the innovative proposals of the energy efficiency service
provider community. Specific programs will be proposed, designed, and implemented in the
appropriate market channel by third-party implementers. The scope of the request for
proposals for programs will be guided by SoCalGas’ Business Plan including the sector goals,
sector-level strategies and the program intervention strategies. SoCalGas will collaborate with
selected third-party implementers on program design and delivery to increase the likelihood of
program success and integration with other energy efficiency programs within the portfolio.

To promote a healthy and vibrant energy efficiency ecosystem in California, for both large and
small providers, including a focus on Diverse Business Enterprises (DBE) contracting practices,
and to support a smooth transition and to provide minimal impact to SoCalGas’ internal
organizations (e.g., procurement, customer service), SoCalGas will conduct a three-phased
approach. The solicitations will be staggered in three phases throughout the transition with last
solicitation targeted to occur in the second quarter of 2019. The three phases will focus on the
following areas:

e Phase | —In the initial phase of the transition plan, SoCalGas intends to refresh its
current third-party program offerings by re-soliciting those programs. However,
SoCalGas is not committed to offering the same programs in its portfolio, and looks
forward to receiving new program design ideas from third parties. SoCalGas proposes
that this initial phase commence in the second quarter of 2017 to allow for selections,
contract negotiations, and execution prior to 2018. This will account for approximately
32 percent of the portfolio.

e Phase Il — In the second phase, after approval of the Business Plan, Statewide programs
will be put out for competitive bids, soliciting design ideas for operating programs on a
statewide basis, through the lead program administrator. SoCalGas expects this phase
commence in 2018 to allow for selections, contract negotiations, and execution prior to
the start of 2019. After this phase, third-party programs will account for approximately
42 percent of the portfolio, cumulatively.

e Phase lll — In the third phase, SoCalGas will solicit design ideas for energy efficiency
program delivery for its Commercial, Industrial, and Agricultural sectors, including its
core calculated and deemed programs. In addition, SoCalGas will look at incorporating
third-party implementers into its Local Government Partnership model and multi-family
program offerings. SoCalGas expects this phase commence in 2019 to allow for
selections, contract negotiations, and execution prior to the start of 2020. As a result,
SoCalGas will achieve at least 60 percent of the portfolio, cumulatively, by end of 2020.
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Figure 3: Phased Third-Party Program Solicitation Approach
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By staggering the solicitations, it will also allow the third-party service provider community with
ample time to design and propose effective programs for SoCalGas’ consideration. SoCalGas
will release a series of competitive solicitations, on an annual basis, to allow for continuous
opportunities for the energy efficiency service provider community and to encourage ongoing
innovation within the program portfolio. SoCalGas plans to launch the first set of program
solicitations in 2017 in expectation of Commission approval of the Business Plan Application.

Sector Level Sourcing Strategy

SoCalGas’ Business Plan presents a cadre of program strategies to address market barriers and
encourage customers to significantly increase their adoption of energy efficiency solutions.
These strategies will be directed at five specific customer sectors and target customer segments
and sub-segments with higher energy efficiency potential. The sectors include: residential,
commercial, industrial, agricultural, and public. Additionally, there is a cross-cutting sector that
includes strategies that support all of the customer segment delivery offerings.

Third-party energy efficiency service providers will be called upon to propose, design, and
implement specific programs in support of the Business Plan. SoCalGas, as the portfolio
manager, will assist third-party program providers with customer account management support
and other customer services to improve the program offerings, avoid administrative
redundancies, and realize the results expected. The following is a sector-level summary of the
rationale of the strategies where SoCalGas will seek program proposals from third-party
providers to help reach the mandatory minimum threshold of 60 percent by the end of 2020.
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The sector strategies discussed below are intended to leverage the core competencies of all
stakeholders to develop a customer-centric model that best positions SoCalGas to achieve its
energy efficiency goals. SoCalGas’ core competency is assisting customers in optimizing the
management of their energy usage, while the competencies of third-party implementers are to
provide technical assistance and manage energy efficiency projects. Table 1 above provides a
list of program intervention strategies, which third-party providers should leverage in proposing
new program design ideas in each sector. These strategies and their sector-specific variations
are detailed in each sector chapter of the Business Plan.

Residential Sector

By 2019, most of SoCalGas residential programs will be delivered by third-party program
providers, including both local and statewide offerings. SoCalGas is seeking effective and
efficient program designs to enhance and/or replace existing residential programs. For
example, to date, the Home Upgrade program has seen an increase in customer participation,
however, the program costs far outweighs the ratepayer benefit. SoCalGas will be searching for
a more cost-effective program design to address the comprehensive whole home approach.
Additionally, SoCalGas will be looking for innovative strategies to address the multi-family
segment, which continues to have significant energy efficiency potential, especially in the water
heating end-use category. This is an ideal candidate for a co-delivery approach between
SoCalGas, a partner electric utility, and water agencies, to offer comprehensive measure
solutions to SoCalGas’ large and diverse customer base using third-party program providers.

Recently, the Commission has categorized the Point of Sale (POS) component of the Plug Load
& Appliance program (PL&A POS) as a midstream program, which will be proposed, designed,
and implemented statewide by one or more third-party providers. In order to decrease
program and retailer costs, SoCalGas will implement a residential downstream customer rebate
program, which will not be connected to the midstream delivery channel. Advances in
consumer hand-held devices, coupled with lower retailer interest in midstream incentive
offerings, creates an opportunity to deliver on-demand rebates to consumers more efficiently
and cost-effectively. SoCalGas proposes to expand upon its current offerings and deliver this
strategy to customers as it possesses the infrastructure in place to integrate customer data
systems, customer and retailer outreach, and rebate processing technology to conduct this
activity successfully and cost-efficiently.

Residential HVAC, Residential New Construction, and PLA POS are residential sector programs
that are required to be delivered Statewide by third-parties, with solicitations for each program
targeted in 2018. SoCalGas’ annual budget for third-party residential sector programs will
approximately be between $19-S21 million by the end of 2020.

Commercial Sector

The commercial sector can be implemented through various strategies to maximize portfolio
cost-effectiveness while achieving energy savings and strategic goals. Energy efficiency
program participation in the commercial sector in SoCalGas’ service territory has been
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dominated by the healthcare, food service, and laundry segments based on the 2010-2015
energy savings program performance. Energy service companies are an integral part in
supporting energy efficiency projects within these segments. SoCalGas will complement the
energy service companies’ role by soliciting for third-party program design that will address the
commercial customers through program intervention strategies. SoCalGas will leverage its core
competencies in order to facilitate customer engagement in commercial energy efficiency
programs. As trusted energy advisors, SoCalGas will provide a laser focus on the customer
through the leveraging of long-standing customer account executive relationships and a focus
on data access and analytics, facilitation of customer audits, and local outreach opportunities,
which altogether, enable an intelligent outreach platform for which to engage customers and
allow for third-party implementers to provide the technical assistance needed to complete
projects.

Savings By Design, Non-Residential HVAC, and the Midstream Foodservice Rebate Program are
commercial programs that are required to be delivered Statewide by third-parties, with
solicitations for each program targeted in 2018. SoCalGas’ annual budget for third-party
commercial sector programs will approximately be between $11-513 million by the end of
2020.

Industrial Sector

The industrial sector continues to offer the largest potential for energy efficiency in SoCalGas’
service territory, as it represents the most gas consumed by any sector. To encourage greater
participation in energy efficiency programs within the industrial sector, SoCalGas will solicit new
program designs for this sector. The industrial chapter of the Business Plan includes a
combination of proven and newer program strategies coupled with inventive approaches to
efficiently identify customers with the greatest energy efficiency opportunities using data
analytic advancements enabled by SoCalGas’ advanced meter capabilities. Using data analytics
and traditional outreach approaches, SoCalGas will offer an integrated set of program
strategies that meet the customer’s unique energy efficiency needs.

The industrial sector offers an abundance of energy savings opportunities for the customer
including operational changes in production processes and improvements to operations and
maintenance (O&M) practices. Specific program strategies will be offered to the customer to
permanently capture these energy savings. As with the commercial sector, SoCalGas will
facilitate customer engagement in industrial energy efficiency programs through customer
account executive relationships, facilitation of customer audits, and local outreach
opportunities. Altogether, this approach enables an intelligent outreach platform from which
to engage customers and allow third-party implementers to provide the technical assistance
needed to complete projects.

SoCalGas’ annual budget for third-party industrial sector programs will approximately be
between $6-58 million by the end of 2020.
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Agricultural Sector

The agricultural chapter of the Business Plan includes a combination of proven and newer
program strategies coupled with inventive approaches to efficiently identify customers with the
greatest energy efficiency opportunities using Intelligent Outreach, a data analytics strategy
enabled by SoCalGas’ advanced meter capabilities. To encourage greater adoption of energy
efficiency among all agricultural customer segments, SoCalGas will seek to offer third-party
programs based on a simple, low-cost suite of strategies that are tailored to the unique
customer characteristics of the agricultural sector. A targeted focus will also be applied to
agricultural customers who operate in disadvantaged communities throughout the service area,
which includes most rural communities.

Similar to the commercial and industrial sectors, SoCalGas will facilitate customer engagement
in agricultural energy efficiency programs through long-standing customer account executive
relationships, facilitation of customer audits, and local outreach opportunities. Altogether, this
approach enables an intelligent outreach platform from which to engage customers and allow
for third-party implementers to provide the technical assistance needed to complete projects.

SoCalGas’ annual budget for third-party agricultural sector programs will approximately be
between $2-54 million by the end of 2020.

Public Sector

SoCalGas will look to integrate third-party providers into its local government partnership (LGP)
model, beginning in 2019. The current LGPs rely heavily upon third-parties to assist in program
delivery. This will be expanded upon to allow third-parties to propose, design, and deliver the
next generation of LGPs as well as institutional partnerships (IPs). The future LGPs and IPs will
continue to be supported by SoCalGas representatives, both account executives and project
managers, to facilitate the partnership between the utility, the local government, and the
implementer. This key role will provide support to enhance and expand upon the customer
relationship, provide program and/or project outreach, and resolve customer issues. In
addition, the public sector will create additional partnering opportunities with other customer
segments such as unified school districts and water districts. For example, SoCalGas will work
with local water agencies to coordinate AMI data to better inform customers on energy and
water efficiency solutions. Such programs are considered local and are ideal candidates to be
jointly implemented by Publicly Owned Utilities (POUs) and Southern California Edison within
SoCalGas’ service territory. A technical assistance program offering will be a key element to
support public sector customers. Technical assistance will also be delivered through a third-
party energy efficiency service provider.

IPs are public sector programs that are required to be delivered Statewide by third-parties, with
solicitations for each program targeted in 2018. SoCalGas’ annual budget for third-party public
sector programs will approximately be between $3-54 million by the end of 2020.
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Cross-cutting Sectors

SoCalGas will look to third-parties to propose programs for significant portions of the codes and
standards, emerging technologies, workforce education and training, and financing sectors.
The successful Innovative Designs for Energy Efficiency Activities (IDEEA365) approach will
continue as an ongoing offering to capture innovative new program proposals throughout the
duration of the rolling portfolio timeframe.18 As identified above as key areas where SoCalGas
will leverage its core competencies to enable customer engagement in energy efficiency,
SoCalGas will continue to provide on-bill financing, local outreach and training services through
its dedicated Energy Resource Center, and support local codes and standards work in
collaboration with local municipalities throughout its service territory.

SoCalGas’ annual budget for third-party cross-cutting sector programs will approximately be
between $2-$3 million by the end of 2020.

SoCalGas Operations to Support Energy Efficiency Programs

Portfolio Management and Oversight

As stated by the Commission, the utilities will now focus more on their role as determiners of
“need” and energy efficiency portfolio design, and less on their role as program designers and
implementers. Utility Program Administrators, with Commission approval, will still retain
discretion in their portfolios with respect to the budget allocations to each type of activity,
based on the overall needs in their service territories. While retaining all the program
administrative responsibilities such as customer interface, rebate processing, and contract
management, SoCalGas will need to expand its role as a “collaborator” with third-party
program providers, other Program Administrators, key market actors (e.g., industry groups) and
the customer. For example, collaboration will be necessary with program implementers during
the program selection process including any necessary modifications to third-party program
design to ensure the overall portfolio achieves SoCalGas’ energy efficiency goals. As roles and
responsibilities of the program administrator are further refined, adjustments to SoCalGas’
portfolio management responsibilities will occur as well.

Customer Recruitment and Engagement

Individual programs will be proposed, designed, and implemented by third-party providers
based on the program intervention strategies presented in the Business Plan. In order to
provide an effective engagement platform to support the successful program implementation
by third-party providers, SoCalGas will leverage its core competencies of customer
engagement. SoCalGas will sharpen its focus on the following areas in order to implement

'8 The IDEEA365 approach will not be used for solicitations of Statewide programs identified in Business
Plans.
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effective strategies that utilize its understanding of the customer, effectively engage the
customer, and facilitate customer participation in cost-effective and comprehensive energy
efficiency:

e Customer Engagement: As a trusted energy advisor to customers, leveraging SoCalGas’
connection to customers is paramount for success. SoCalGas’ customer account
executives play a foundational role in engaging customers in demand-side management
solutions, including energy efficiency. This engagement will provide the valuable
connection needed between SoCalGas, the customer, and the third-party implementers
in order to motivate customers to pursue energy efficiency and provide the technical
assistance needed to complete projects. SoCalGas also markets its On-Bill Financing
(OBF) program primarily through its account executives. By enabling qualified
customers to complete energy efficiency projects with no up-front costs, OBF eliminates
one of the major barriers to participation in energy efficiency, resulting in greater
customer engagement in energy efficiency programs.

e Data Analytics: As the energy service provider, SoCalGas has extensive database
information on customers, including real time advanced meter data that provides
accurate and actionable usage and behavioral metrics. SoCalGas’ expertise in data
mining and analytics will facilitate the identification of energy efficiency opportunities
that will allow for intelligent outreach and effective engagement based on specific
customer needs.

e Customer Outreach: Leveraging data analytics and targeted understanding of customer
behavior will facilitate local outreach, including marketing efforts to drive customer
awareness, interest, and participation in energy efficiency programs.

e Customer Audits: Connecting the engagement opportunities afforded by customer
account executives with meaningful data analytics will allow for targeted customer
facility audits that assist customers to quickly identify energy savings opportunities.
Leveraging “on the ground” experience in customer facilities, SoCalGas is best
positioned to facilitate the customer audit, which will result in continued energy
management engagement in order for SoCalGas to identify the necessary technical
assistance expertise provided by third-party implementers.

Portfolio Oversight

SoCalGas ultimately has the fiduciary responsibility in administering the energy efficiency
portfolio, including the assurance that ratepayer funds are utilized properly. This responsibility
requires a portfolio and program oversight role, including performing inspections, engineering
review, quality assurance, and quality control (QA/QC), and effective contract management. In
addition, SoCalGas will leverage its established infrastructure, which includes rebate processing,
and the utilization of IT systems to track program participation and enable reporting to the
Commission.
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H. Conclusion

As detailed in this Business Plan, SoCalGas will provide a comprehensive portfolio of reliable,
innovative, and cost-effective energy efficiency programs and strategies to achieve deeper
energy efficiency penetration in the marketplace. SoCalGas is committed to achieving its
energy efficiency goals and supporting the State’s energy efficiency policies and targets. By
integrating the ideals of innovation, partnership, and customer-centric approaches, SoCalGas
seeks to create impactful solutions that are valued by customers, sensitive to the environment,
stimulate the economy and make a difference in the communities served.
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Appendix A to the Executive Summary: Statewide Administration Approach

Statewide Administration Approach

January 17, 2017

By
Pacific Gas and Electric Company
San Diego Gas and Electric Company
Southern California Edison Company

Southern California Gas Company
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l. Introduction

Decision (D.) 16-08-019 modifies the energy efficiency program administrative structure
by requiring that all upstream and midstream programs, market transformation efforts, and at
least four pilot downstream programs be delivered uniformly throughout the four large
Investor-Owned Utility (IOU) service territories, and overseen by a single lead Program
Administrator (PA). In requiring these programs to be administered on a statewide basis, the
California Public Utilities Commission (CPUC or Commission) wants to prioritize ease of program
access to customers, and in part, lower transaction costs for PAs and implementers.*

This document presents the IOUs assignments for Lead Administration of statewide
programs, along with the rationale for said assignments. Ultimately, a PA is responsible for
managing their program portfolio, and is accountable for achieving savings goals in their
territory.20 Statewide programs contribute to the PA’s goal achievement; effective
administration and implementation of these programs is paramount to achieving these goals.
In this document, the IOUs also describe a governance process that represents a joint
collaborative commitment to the success of the statewide model.

1. Direction

D.16-08-019 directs statewide programs to be administered by one Lead PA, with the
capacity to handle statewide programs. The Commission left the Lead PA assignments for each
statewide program to be determined by current program administrators and put forth the
designations in the business plans to be filed on January 17, 2017.%" With the exception of
capacity, the Commission did not prescribe qualifications for Lead PAs. The Decision expected
that “natural leads with the capacity to handle the statewide programs will either volunteer or
be nominated by their peers, with a consensus approach brought forward to the Commission
for [their] consideration.”?* At this point, the four IOUs have taken lead roles in administering
the statewide programs.

Once a Lead PA is determined for the statewide programs, the Commission recognizes
that the remaining PAs still play an important role in the administration of statewide
programs.23 The Commission calls for a consultative and collaborative relationship between the
Lead PA and other administrators on key aspects of the portfolio,** and states that they “are

19 california Public Utilities Commission. (2016, August 25). D.16-08-019, pg. 51.

20 “\we wish to continue to push the utilities to focus more on their role as determiners of “need” and
portfolio design.”California Public Utilities Commission. (2016, August 25). D.16-08-019, p. 71.

2! california Public Utilities Commission. (2016, August 25). D.16-08-019, p. 53

2 Id. at 54.

22 The seven current Program Administrators are: Pacific Gas and Electric, Southern California Edison,
Southern California Gas Company, San Diego Gas and Electric, Bay Area Regional Energy Network,
Southern California Regional Energy Network, and Marin Clean Energy.

** California Public Utilities Commission. (2016, August 25). D.16-08-019, 54.
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deliberately not specifying in this decision the exact form such collaboration should take.”*

With this direction, the I0Us describe a governance process that presents the consultative and
collaborative relationship in the statewide administration model.

lll. Approach

To improve program delivery and efficiency, the IOUs holistically evaluated potential
Lead PAs using six program administration criteria. The six criteria used in determining Lead PA
assignments are described below.

1. Portfolio Approach and Natural Bundling: The I0Us considered an overall portfolio
approach and grouped programs to support a cohesive program strategy and an
emphasis on increasing the effectiveness of energy efficiency, improving cost-
effectiveness, balancing localized considerations, and providing the most value for the
customers. As an example, the same lead was assigned to both the Residential and
Commercial HVAC Programs so that the Lead PA can determine if these programs can be
consolidated to gain efficiencies. In addition, through the bundling of interdependent
programs, such as Electric Emerging Technologies and the Savings By Design (SBD)
programs as well as the grouping of the Gas Emerging Technologies and Residential New
Construction programs, the I0Us will achieve greater continuity for oversight and focus
on zero net energy (ZNE) policy goals, along with increasing energy efficiency.

The I0OUs also considered specific factors in the marketplace such as regional,
climate, and locational resource constraints which could have a bearing on the
relationship with major customers, vendors, and suppliers. For example, different end
uses or technologies require different skillsets, a different set of manufacturers, trade
organizations, and distributors to engage. This is particularly true in the area of lighting
and HVAC where the suppliers and experts in each area are vastly different. The Lead
PA assignments consider these unique factors and bundle programs accordingly.

2. Cost-effectiveness: The IOUs reviewed program administrators’ ability to deliver energy
savings in the most cost-effective manner. For each of the Lead PA assignments listed
below, the Lead PA chosen was typically the lowest in administering a program on a
S/kWh or S/therm basis, or has the highest Total Resource Cost (TRC) ratio for the
program.

3. Capacity: Each IOU's capacity to administer a given program at the statewide level was
considered, with the understanding that establishing this new structure and process
may require shifting significant work across administrators. Given the requirement to
begin the transition to this structure, all IOUs will need to participate and take the lead
in key areas. No single PA can or should lead all statewide programs, and these
assignments consider balancing administrative burden and responsibilities with diversity
in experience. We anticipate that the structure of the statewide portfolio and lead
assignments may evolve over time as we gain experience with the new statewide

2 d.
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model. There may also be staffing impacts due to the transformative changes being
undertaken that will likely unfold over time as we continue to execute and prove the
success of this new model.

In addition, the IOUs reviewed each of the statewide programs and used
historical information and experience to help estimate the capacity each IOU has to
administer statewide programs. Examples of information used are: total savings for
each program for the past 6 years, total savings for 2015, and knowledge of the support
infrastructure necessary to effectively administer and support delivery of programs and
services to customers.

4. Expertise: Expertise, experience, and knowledge are important factors to consider
regarding statewide program administration, both from a technical and an
administrative perspective. Understanding that implementers will be designing and
delivering these programs, expertise in administration will be required to ensure proper
program oversight, achievement of program goals, strategic portfolio management, and
a full understanding of Commission rules. From a technical perspective, in an effort to
ensure speed to market, agility, and program management discipline, the IOUs
qualitatively reviewed and evaluated the relative expertise each IOU had for a given
program to assist in the assignment process. For example, the technical expertise
available to support the Emerging Technologies Program (ETP) for both gas and electric
technologies was considered, including how such expertise may be used to support
other important efforts such as the development of the grid of the future. Of particular
importance with ETP is the close connection to fuel-specific expertise, which resulted in
the decision to create twi distinct electric and gas ETPs. Knowledge of the
characteristics and needs of key strategic customers and partners was also considered,
such as with the Institutional Partnership programs.

5. Relationships: Inter-utility (including publicly-owned utilities) and external industry
relationships are also an important factor to consider regarding statewide program
administration. The IOUs qualitatively reviewed and evaluated the relationships each
had with key stakeholders for a given program to assist in the assignment process.
Relationships each IOU had with key upstream vendors, emerging technology
organizations, and State entities were considered. The relationships held by each IOU
are important to ensure the new statewide programs launch quickly, and with minimal
disruption to the market or customers.

6. Feedback from Stakeholders: Through the California Energy Efficiency Coordinating
Committee (CAEECC) process, stakeholders have provided input to the IOUs on
proposed lead assignments.26 This input includes bundling similar programs, recognition
of prior leadership, and leveraging demonstrated expertise. The IOUs have considered

%% |0Us presented proposed Lead Assignments to the CAEECC on September 21, 2016, October 19, 2016,
and again on November 16, 2016.
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stakeholder recommendations, and have made adjustments to proposed Lead
Assignments, as appropriate.

IV.  Guiding Principles

The following Guiding Principles represent the shared commitments of IOU PAs in the
delivery of statewide-administered energy efficiency programs.

1. Support the State’s energy efficiency policy goals. Orient portfolio design around State
and Regulatory objectives and act in the best interests of all customers.

2. Do no harm. Make decisions that preserve our collective ability to meet energy savings
goals, achieve cost-effectiveness goals, and minimize impacts to existing local and
downstream programs.

3. Advocate for all PAs. Recognize that the whole is greater than the sum of its parts. Be
willing to collaborate with other PAs in planning and decision-making efforts.

4. Assume best intentions. In an environment of shared goals and shared directives, be
humble in the approach and ambitious for the broader group’s success.

5. Be good listeners. Take responsibility for the environment by which decisions are made
such that all participants have the opportunity to participate.

6. Take a stand for customers. Take into consideration the customer experience and strive
for simplicity, clarity, and ease.

7. Wisely pursue change. Demonstrate open-mindedness to changes in design, delivery
and administration.

V. Lead Assignments

The final Lead Assignments, by 10U, are put forth as follows:

Institutional Government Partnerships: State of
California and Department of Corrections

Financing: New Financing Offerings

Codes and Standards: Building Codes Advocacy
Pacific Gas and Electric Company and Appliance Standards Advocacy Programs

Workforce Education and Training: Centergies
K-12 Connections Programs

Workforce Education and Training: Career &
Workforce Readiness (downstream pilot)
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Indoor Agriculture Program (downstream
pilot)

Electric Emerging Technologies Program

Lighting: Primary Lighting, Lighting Innovation
and Lighting Market Transformation

Commercial New Construction: Savings by

Southern California Edison Company Design

Institutional Government Partnership:
University of California and California State
University

Water/Wastewater Pumping Program for non-
residential Public sector (downstream pilot)

Residential New Constructions

Gas Emerging Technologies Program

Southern California Gas Company
Foodservice Point-of-Sale (POS) Program

Midstream Commercial Water Heating

Upstream Heating, Ventilation, and Air
Conditioning (HVAC)

San Diego Gas and Electric Company Midstream Plug Load Appliance (PLA)

Residential HVAC Quality Installation/Quality
Maintenance (Ql/QM) (downstream pilot)

What follows is a brief discussion on the rationale behind these choices.

Pacific Gas & Electric (PG&E)

1. State Government Partnerships (State of California and Dept. of Corrections)

Following the principle of natural bundling, the IOUs believe that combining the two
State partnerships under one lead would result in economies of scale and increased
efficiencies. PG&E believes that engaging public customers through strategic partnerships
enables customers to take action while demonstrating leadership that inspires their
constituents to pursue their own energy efficiency projects. PG&E is presently the statewide
lead for these partnerships and PG&E benefits from ready access to state agency leadership
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due to geographic proximity. PG&E will rely on its proximity to help facilitate effective
management of these partnerships. As PG&E’s business plan explains, PG&E sees a great
opportunity to engage more state agencies, including the Judicial Council through expanded
and new partnerships to share technical expertise and to achieve greater participation in
energy efficiency programs and drive deeper savings achievement.

2. Financing (New Finance Offerings)

PG&E believes that investments in finance programs will allow Program Administrators
to more cost-effectively achieve energy efficiency savings, which aligns with the state’s vision
for energy efficiency financing. PG&E’s finance team has professional financing expertise and
experience in implementing energy efficiency financing programs both in and outside of
California. PG&E has demonstrated statewide leadership in the realm of finance programs for
the last four years, particularly in the development of the statewide on bill repayment (OBR)
pilots. Not only has PG&E collaborated well with its IOU partners, it has built strong working
relationships with the Commission and the California Alternative Energy and Advanced
Transportation Financing Authority (CAEATFA) to help shape the future of energy efficiency
financing in California.

As the Lead PA, PG&E will continue to work closely with CAETFA to build the finance
pilots that work best for California. PG&E has seen growth in the On-Bill Financing (OBF)
program. PG&E has dedicated itself to continuous improvement of the OBF program by
integrating it into our programs, and focusing on making the program easy for contractor
participation. PG&E has seen a steady growth in its financing loan pool since 2012 and is on
track to continue that growth through 2016. PG&E now has the largest loan pool amongst the
IOUs, and has thus far only experienced minimal defaults. PG&E has demonstrated its
leadership by implementing a non-rebate OBF pathway for customers — the OBF Alternative
Pathway. PG&E believes that its new process for OBF has potential to increase participation in
energy efficiency from customers who have previously chosen not to participate in IOU
programs. This Alternative Pathway should become a model for energy efficiency financing
investments statewide, and a model for other financing programs beyond OBF.

In PG&E’s finance business plan chapter, PG&E has shown a commitment to continuing
to innovate and test new financing structures that can have an incremental impact on our
customer’s ability to fund their energy efficiency investment. PG&E understands what drives
customers to undertake energy efficiency investments, which has led to exploring financing
structures that will overcome specific barriers customers face to investing in energy efficiency.
PG&E has shown a commitment to financing as a strategy for residential energy efficiency
adoption through its on-bill loan program for this sector. As detailed in its Business Plan, the
goals for statewide financing include overcoming customer transaction barriers to investment
and increasing the supply and access to affordable capital.

3. Codes and Standards (Building Codes Advocacy and Appliance Standards
Advocacy)

Codes and Standards (C&S) represent an extremely cost-effective way to help meet the
State’s ambitious goal to double energy efficiency by 2030 and reduce greenhouse gas
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emissions. PG&E has demonstrated leadership in C&S for over 10 years at both the state and
federal level. PG&E has the engineering 