
 

 

 

  

Pacific Gas and Electric Company 

Phase 2 
Draft Commercial Sector Profile and Market Problem / Solution Statements for 
the Rolling Portfolio Business Plans.  Prepared for Stakeholder feedback. 

Pacific Gas & Electric Company (PG&E) 
4/14/2016 
 



 

Page 1 
 

DRAFT: PG&E Commercial Sector Outline 
Phase 2: Problems & Solutions 
April 14, 2016 

Executive Summary  

PG&E’s Portfolio Vision 
PG&E’s energy efficiency portfolio is designed to support California’s integrated plan for addressing 
climate change with a goal of reducing greenhouse gas (GHG) emissions to 40% below 1990 levels by 
2030. For 40 years, California has recognized energy efficiency’s important role in GHG reductions.  In 
2015, the Governor set forth ambitious energy efficiency goals through landmark climate legislation, SB 
350 – to double the rate of savings by 2030. In addition, the State’s Zero Net Energy (ZNE) Goals of 2020, 
2025 and 2030 for Residential, Public and Commercial new construction, respectively, and other 
important energy efficiency goals, “create a framework to make energy efficiency a way of life in 
California.1” 

To meet these goals, PG&E strives to inspire and empower our customers to eliminate unnecessary 
energy use within California to reduce per capita carbon reduction by 2030. 

x PG&E seeks to help increase market adoption of energy efficiency and drive deeper, more 
persistent energy savings through directed market transformation and integrated solutions that 
support the grid and customers.   

x Building upon core competencies of 40 years of implementation experience, a network of 16 
million customers, and deep customer insights on usage and areas of high savings opportunities, 
PG&E works with local, regional, and national partners, the right decision-makers, and the 
ecosystem of energy efficiency stakeholders2 to continue to make impactful changes in 
California.  

x To do this, PG&E recognizes the need to change the way we encourage our customers to take 
action and scale energy savings cost effectively to meet the State goals. We need to simplify our 
portfolio with a laser-focus on operational excellence. 

x Over the next five years, PG&E will shift the way we motivate our customers to save energy. 
Transitioning away from traditional incentives, PG&E will explore new service and performance 
models to inspire and empower customers to reduce their energy bills, to unlock the stranded 
potential found in much of California’s existing building stock, and to more cost-effectively 
target the energy being wasted in California today.  
 

                                                           
1 California Energy Efficiency Strategic Plan, January 2011 update 
2 Stakeholders include, but are not limited to: state agencies, specifically California Public Utilities Commission 
(CPUC) and California Energy Commission (CEC), manufacturers, distributors, contractors, Investor Owned Utilities, 
Program administrators, energy efficiency program implementers, capital providers and customers. 



 

Page 2 
 

Tools to Scale  
Achieving State climate and energy efficiency goals, as well as PG&E’s portfolio vision, will require a 
paradigm shift and a new generation of tools to cost-effectively scale. With these tools, PG&E positions 
its customers for greater energy bill reductions, the State for increased GHG reductions and energy 
efficiency savings, and the grid with a resource on which it can count.  

x Data driven targeting  
x Metered-based savings  
x Behavioral, RCx, O&M (BROs!) 
x Finance as an enabler 
x Purposeful code readiness 
x End-to-end project development and technical assistance  

PG&E’s Commercial Sector Overview 
 
Key Segment Metrics:  

x Increase in customer participation and savings with specific targets on certain sub-segments 
with lower than average participation and/or savings as compared to other commercial sub-
segments 

x Energy savings (kWh, kW and therms)  
x Cost-effectiveness (TRC and PAC) 
x Cost per unit of energy ($/kWh, $/kW and $/therm) 

Key Industry Partners: 

x Third party energy management providers, data service providers, customers, implementers, 
contractors, manufacturers, capital providers, distributors, retailers, customers, online vendors, 
trainers, state and local government 

Cross Cutting Support: 

x Codes & Standards, Financing, WE&T, Emerging Technologies 
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Summary of Problem Statements 

Organizational 
x Capacity to Act: Customers have limited capacity for energy management and may not have 

technical expertise or understand the value of energy efficiency to take action.3 
x Split Incentives / Decision Maker: Split-incentives between tenant and landlord and multiple 

levels of decision makers make it difficult to motivate customers to implement energy efficiency 
projects.4 

Operational 
x Competing Priorities: Customers have competing priorities with energy efficiency projects that 

vary based on operations, building type, size and vintage. 

Financial 
x Funding Requirements: Customers lack capital for energy efficiency investments and often have 

financial payback criteria requirements that prioritize non-energy projects and energy projects 
with shorter term paybacks.5 

 

Summary of Problem Statements and Solutions: 

                                                           
3 Greenberg. Large Business Customer Journey Research V2. November 2015. 
4 Walraven, Brenna. "USAA Real Estate Company’s Playbook: Building Upgrade Value Calculator". 2013.  
5 Institute for Building Efficiency, “2011 Energy Efficiency Indicator: Global Results,” Johnson Controls, Urban Land 
Institute, and the International Facility Management Association, June 2011. Page 7. 
http://www.institutebe.com/InstituteBE/media/Library/Resources/Energy%20Efficiency%20Indicator/2011-EEI-
Global-Results-Executive-Summary.pdf 
6 Solutions are coded as “E” for existing approach, “M” to modify an existing approach and “N” for new ideas. 

Problem Statements Solutions6 
 

Capacity to Act:  
Customers have limited 
capacity for energy 
management and may 
not have technical 
expertise or understand 
the value of energy 
efficiency to take action 

1) Customers with Low Energy Management Activity 
a. Leverage data analytics to identify high savings potential customers to target 

energy efficiency opportunities and maximize outreach cost effectiveness (E) 
b. Provide a range of low involvement solutions for initiating energy 

management whether new construction, retrofit or optimization (E) 
c. Explore a Trusted Energy Advisor model that provides project management 

assistance to implement comprehensive projects with deeper savings (M)   
2) Customers with High Energy Management Activity 

a. Partner with customer to identify energy efficiency projects and longer-term 
energy management strategies (E) 

b. Empower customers to be champions of energy efficiency within their 
industry networks to drive market uptake (E) 

3) Communicating the value of energy efficiency to move customers along in their 
energy management journey 
a. Describe benefits of energy efficiency using key financial metrics specific to 

customer segment motivators and customer’s level of sophistication (M) 
b. Ensure feedback loop to Workforce, Education & Training to inform curricula 

and share consistent messaging on the value of energy efficiency (E) 

http://www.institutebe.com/InstituteBE/media/Library/Resources/Energy%20Efficiency%20Indicator/2011-EEI-Global-Results-Executive-Summary.pdf
http://www.institutebe.com/InstituteBE/media/Library/Resources/Energy%20Efficiency%20Indicator/2011-EEI-Global-Results-Executive-Summary.pdf
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7 Walraven, 2013  
8 DOE Building technology office multi-year plan, Feb 2016 

Split Incentives /  
Decision Maker:  
Split-incentives between 
tenant and landlord and 
multiple levels of decision 
makers make it difficult 
to motivate customers to 
implement energy 
efficiency projects.7 
 

1) Reach the organizational Decision Maker 
a. Build the business case using metrics that support the Decision Maker’s 

specific business concerns (E) 
2) Align the financial and energy incentives of building owners and tenants 

a) Support alternative contract models (i.e. green leases) and financing models 
(i.e. power purchase agreements) (N) 

b) Recommend operational, behavioral, and equipment solutions based on 
data to use less energy for customers who pay the utility bill but do not own 
the building equipment 

c) Continue to partner with manufacturers and distributors to seed the market 
and make purchasing energy efficiency equipment easy (E) 

 
Competing Priorities: 
Customers have 
competing priorities with 
energy efficiency projects 
that vary based on 
operations, building type, 
size and vintage. 
 

1) Project Development 
a) Create Strategic Energy Management (SEM) plans for targeted customers or 

provide project development assistance8 (M) 
2) Project Implementation 

a) Create a delivery model for fast-track, complex projects. Articulate value of 
the program to both the decision makers and the IT department in order to 
get the buy-in from all stakeholders involved (N) 

b) To help customers prioritize, leverage analytical best practices using 
associative rule making and machine learning to generate personalized 
customer-specific product recommendations. Integrate output across sales, 
marketing, and energy efficiency implementers and highlight 
recommendations on the PG&E My Energy customer login (N) 

3) Savings persistence services 
a) Provide feedback loop to customer on recent energy efficiency projects to 

maintain persistent savings (M) 
b) Develop post occupancy ZNE services for customers to achieve long-term 

savings (N) 
 

Funding Requirements: 
Customers lack capital for 
energy efficiency 
investments and often 
have financial payback 
criteria requirements that 
prioritize non-energy 
projects and energy 
projects with shorter 
term paybacks.  

 

1) Financing 
a) Expand existing and planned financing offerings such as On-Bill Financing 

(OBF) and On-Bill Repayment (OBR), and develop new financing offerings to 
address problems around capital availability for upfront costs (M, N) 

b) Expand existing finance enablement tools that provide concise information 
on project financing aimed at customer financial decision-makers (M) 

c) Explore offering project development assistance in the form of training 
programs and/or certifications for developer stakeholders to standardize 
energy savings calculations and increase customer confidence in the quality 
of investment-ready energy project analysis (N) 

2) Develop and tailor the value proposition to key financial decision makers to 
address their pain points and priorities 
a) Create messaging database for targeting customers that includes 

considerations including financial, energy, and non-energy benefits (M) 
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PG&E’s Commercial Portfolio Priorities 
Figure 1 below illustrates how PG&E’s proposes to shift focus to address the State’s goal of doubling 
energy efficiency by 2030 and California’s Long-Term Energy Efficiency Strategic Plan for New 
Construction and Existing Buildings. PG&E seeks to expand or create offerings in Project Development 
Assistance and Savings Persistence Services. In addition, PG&E looks forward to exploring additional 
performance based incentive offerings, while ramping down on traditional incentive program offerings 
that are less applicable in the current policy landscape.  In addition, PG&E recognizes that we cannot 
double our incentive budgets to meet the State goals and recognize we will need to explore potential 
procurement models.  In the end, PG&E aspires to have clear and transparent mechanisms for 
measuring and verifying savings for the services and offerings for each phase in the cycle below. 

 

Figure 1: PG&E’s Commercial Energy Management Solutions 

 
 

Commercial Sector Profile 

Recap of Key Observations from Market Assessment and Gap Analysis 
x In commercial buildings, lighting, HVAC and refrigeration continue to be the dominant loads 

AND continue to have savings opportunities 
x With such a diverse customer base, there is a need to strategically segment customers (size, 

facility type, industry vertical) for maximum impact 
x Build on successes of the past, but show up to the customer with personalized 

recommendations suited to their business 
x Infuse innovation into portfolios acknowledging new policy landscape 
x Closely examine the inputs associated with the TRC cost effectiveness test 
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Commercial Sector Overview 
From 2013-15, PG&E’s Commercial Sector Programs9 represented approximately 150 MW, 853 GWH, 
and 16 million therms in savings (excluding Codes & Standards) and $133 million of PG&E’s incentive 
budget. This is equivalent to 33% MW, 37% GWH, 20% therms and 31% of the total incentive budget. 

Figure 2 illustrates that in 2013-15: 

x 9% of approximately 540,300 commercial customers participated in a Commercial program.  
x The Office segment has the highest number of customers (162,300) and Healthcare has the 

lowest (39,800). 
x The Retail segment has the highest number of program participants (17,000) and the High Tech 

segment has the lowest number (1,600) relative to the total number of participants. 
x The Hospitality segment has the highest percentage (17%) of program participants in energy 

efficiency programs, while High Tech and Other segments have the lowest (3%). 
x While the High Tech segment has a low number of program participants, the average reported 

kWh savings per participant is very high (93,400 kwh/participant), followed by Healthcare in a 
distant second (24,300 kwh/participant). Similarly, average reported therms savings per High 
Tech & Healthcare participant is very high in comparison to the other segments. 

Figure 2: Segment Snapshot for 2013-1510  

Segment Approximate 
Number of 
Customers 

Approximate 
Number of  
Program 
Participants 

% Program 
Participants 

Average 
Reported 
Savings per 
Participant 
(kWh)  

Average 
Reported 
Savings per 
Participant 
(Therms) 

Healthcare 39,800 2,300 6% 24,300 1,800 
High Tech 48,600 1,600 3% 93,400 2,100 
Hospitality 73,000 12,100 17% 9,800 280 
Offices 162,300 10,000 6% 15,300 250 
Retail 115,000 17,000 15% 21,100 140 
Other 101,600 3,300 3% 6,100 130 
Grand Total 540,300 46,300 9% (average) 18,400 (average) 350 (average) 
Note 1: Red represents lowest in segment, whereas green represents the highest in segment.  
Note 2: “Other” predominantly consists of small and medium sized customers. 
 
Figure 3 illustrates that in 2013-15: 

x High Tech, Offices and Retail have the highest electric usage per segment. Hospitality has the 
highest gas usage per segment. 

                                                           
9 Commercial programs exclude all schools and public sector. These will be covered in the “Public” sector plan. 
10 Source: PG&E Data Analytics. Segment defined by NAICS code. Small, medium and large customers are 
embedded within each segment. Customer is based on Account + Premise ID. Reported savings, not evaluated. 
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x The Retail segment generated the highest reported electric savings and received the highest 
volume of incentives. The Healthcare segment generated the highest amount of reported therm 
savings. 

 
Figure 3: 2013-15 Historic Usage, Savings and Incentives by Segment11 

Segment Approx. 
Annual 
Usage 
(GWh) 

Approx. 
Annual 
Usage (M 
therm) 

Reported 
Savings % 
(MW) 

Reported 
Savings % 
(GWh) 

Reported 
Savings % 
(Therms) 

$ Incentives (in 
$ millions) 

Healthcare 2,700 115 7% 7% 25% $10.9 
High Tech 7,000 100 13% 17% 21% $22.6 
Hospitality 4,400 205 19% 14% 21% $23.2 
Offices 6,700 120 20% 18% 16% $29.5 
Retail 6,800 95 38% 42% 15% $42.3 
Other 1,200 30 3% 2% 3% $4.2 
Grand Total 28,000 665 100% 100% 100% $132.7 
 
Figure 4 illustrates that: 

x While each segment successfully generated energy savings from 2013-15, the Retail segment 
reduced its overall electric consumption (5.3%) the most in comparison to its overall usage. This 
can be attributed to both high program participation and higher than average program savings 
per participant as referenced in Figure 1.   

x Similarly, Healthcare has been most successful on reducing gas consumption (3.5%) in 
comparison to the sector’s overall usage. This is mainly driven by high savings per program 
participant. 
 

Figure 4: 2013-15 Historic Savings versus 2015 usage12 

Segment % Savings Reduction vs. GWh Usage % Savings Reduction vs. Therm Usage   

Healthcare 2.0% 3.5% 
High Tech 2.1% 3.4% 
Hospitality 2.7% 1.6% 
Offices 2.3% 2.1% 
Retail 5.3% 2.5% 
Other 1.7% 1.5% 
Average 3.0% 2.4%  
 

 

                                                           
11 Source: PG&E Data Analytics. Segment defined by NAICS code.  
12 Ibid. 
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Key Opportunities by Segment: 

x Historically, High Tech and Healthcare projects have yielded high electric and gas savings but 
have had lower than average program participation rates (3% and 6% respectively). Explore 
ways to drive higher participation. 

o Metric: Increase percentage of High Tech and Healthcare participation in Energy 
Management Solutions by X & Y respectively.  

x Hospitality and Office have lower than average electric and gas savings per project, but also 
have the opportunity for increased program participation. Explore ways to increase the savings 
per project and drive increased participation. 

o Metric: Increase average gas and electric savings for Hospitality and Office customers by 
X and Y% respectively, and increase participation in Energy Management Solutions by X 
& Y% respectively. 

x The High Tech, Office and Retail segments have the highest electric usage. Explore ways to drive 
more electric savings in High Tech and Offices, since Retail has already seen high electric savings 
attainment. 

o Metric: Increase electric savings as a percentage of usage for High Tech, Office and 
Retail customers to X, Y and Z% respectively. 

x The Hospitality segment has the highest gas usage. Explore ways to drive more gas savings in the 
Hospitality segment. 

o Metric: Increase gas savings as a percentage of usage for Hospitality customers by X%. 
x The Other segment predominantly consists of SMB customers, which has a low program 

participation rate (3%) and savings rate as a percentage of total electric usage (1.7%) and gas 
usage (1.5%). Explore ways to drive greater participation and energy savings.  

o Metric: Increase average gas and electric savings for SMB customers by X and Y% 
respectively, and increase participation in Energy Management Solutions by X%. 

x Track uptake in Zero Net Energy support services, such as Path to ZNE Planning and Post-ZNE 
Occupancy services. 

 

 

 
 

 

 

 

 



 

Page 9 
 

Customer Profile by Segment and Size 
Figure 5 below provides a breakdown of customers by size and segment from 2013-15: 

x The total commerical customer count (account + premise) is 540,300 and is comprised of 22% 
large customers, 27% medium customers, and 50% small customers. Approximately 1% of 
customers are unclassified and defined as “N/A”. 

x Small customers dominated the Office (50%), Retail (54%), Healthcare (57%), and Other (81%) 
sectors. 

x Large customers comprise 84% of the High Tech sector.  
x Medium sized customers comprise 51% of the Hospitality sector.  

   

Figure 5: 2013-15 Commercial Customers Segment and Size13 

 

 
 
 
 
 
 
 
 
 
 
                                                           
13 Size defined by usage: Small < 40,000 KWh or < 10,000 Therms; Medium 40,000 - 500,000 KWh or 10,000 - 
250,000 Therms; Large: > 500,000KWh or 250,000 Therms. Customer counts equal account + premise ID.  
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Figure 6 illustrates that between 2013-2015: 
x Large commercial customers accounted for the majority (64%) of MW savings with medium 

customers accounting for approximately 25% and small customers contributing approximately 
11%. 

Figure 6: 2013-15 Commercial Savings (MW) by Segment (NAICS) and Size  

 

Note 1: Approximately 4 MW of savings from the “N/A” customers are not included in the figure.   

 
 
 
 
 
 
 
 
 
 



 

Page 11 
 

Figure 7 illustrates that between 2013-2015: 
x Large commercial customers accounted for the majority (70%) of GWh savings with medium 

customers accounting for approximately 23% and small customers contributing approximately 
7%. 

Figure 7: 2013-15 Commercial Savings (GWh) by Segment and Size 

 

Note 1: Approximately 20 GWh of savings from the “N/A” customers are not included in the figure.   
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Figure 8 illustrates that between 2013-2015: 
x Large commercial customers accounted for the majority (71%) of therms savings with medium 

customers accounting for approximately 15% and small customers contributing approximately 
14%. 

Figure 8: 2013-15 Commercial Savings (Therms) by Segment and Size 

 

Note 1: Approximately 0.4 million therms of savings from the “N/A” customers are not included in the figure.   
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Figure 9 illustrates that between 2013-2015: 
x Large commercial customers received the majority (67%) of incentives with medium customers 

receiving approximately 25% and small customers receiving approximately 8%. 

Figure 9: 2013-15 Commercial Incentives ($Million) by Segment and Size 

 

Note 1: Approximately $3.7 million in incentives from the “N/A” customers are not included in the figure.   

Key Findings 
x Small and medium businesses account for approximately 78% of all commercial customers, but 

only 32% of project energy savings and 33% of incentives are attributed to this customer 
segment. 

x There is a need to differentiate program models and delivery channels based on customer size. 
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Segment Snapshots 
Office Savings 

Opportunities 
Motivators Key Barriers Strategic Area of 

Focus 
Real Estate, Property 
Management 
 
162,300 
customers 
x 81,200 small 
x 49,100 medium 
x 31,300 large 
x 700 N/A 

x HVAC 
x Lighting 
x Office 

Equipment 

x Tenant 
comfort 

x Cost savings / 
asset 
improvement 

x Regulatory 
compliance  

x Sustainability 

x Length of holding 
period 

x Complicated 
approval processes 

x Limited work hours 
for projects to 
minimize tenant 
disruption 

x Increase 
participation 
rates  

x Increase 
savings per 
project with a 
focus on 
electric due to 
high usage in 
segment 

x Code readiness 
(low-rise office) 

 

Retail Savings 
Opportunities 

Motivators Key Barriers Strategic Area of 
Focus  

Food & Retail Stores 
 
115,000 
customers 
x 62,300 small 
x 31,200 medium 
x 20,600 large 
x 900 N/A 

x Refrigeratio
n 

x Lighting 
x HVAC 

x Customer 
comfort 

x Product 
presentation 

x Refrigeration 
consistency 

x Balance energy 
efficiency with 
merchandise display 

x Complex decision 
making structure 

x Split incentives – 
lease vs. own 

x Continue to 
drive electric 
savings due to 
high usage in 
segment. 

x Code readiness 
(warehouses) 

 

Hospitality Savings 
Opportunities 

Motivators Key Barriers Strategic Area of 
Focus  

Lodging, Food Service 
 
73,000 customers 
x 16,600 small 
x 37,400 medium 
x 15,400 large 
x 600 N/A 

x Lighting 
x Food 

Service 
x Cooling/HV

AC 
x Water 

x Guest 
satisfaction 

x Reducing 
operating 
costs 

x Increasing 
asset value 

x Efficiency/sust
ainability 

x Large upfront 
costs/long payback 
periods 

x Internal 
competition with 
other projects 

x Corporate 
pressure/approval 

x Occupancy/guest 
habits 

x Reactive, based on 
economy 

x Increase gas and 
electric savings 
per project with 
a particular focus 
on gas savings 
due to high 
usage in 
segment. 

x  
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Healthcare Savings 
Opportunities 

Motivators Key Barriers Strategic Area of 
Focus  

Hospitals, Human 
Services and 
Elderly/long-term 
care 
 
39,800 
customers 
x 22,500 small 
x 9,600 medium 
x 7,600 large 
x 100 N/A 

x Lighting 
x HVAC 
x Water 

Heating 

x Medical 
equipment, 
patient 
comfort/care, 
safety 

x Employee 
comfort, data 
center cooling 

x Rationalize to 
bottom line 

x Desire holistic 
solutions 

x Offering must fit 
into regulations, 
process/schedules 

x Increase 
participation 
rates;  

x New 
construction 
due to seismic 
regulatory 
requirements 
by 2030 

 

High Tech / Bio 
Tech 

Savings 
Opportunities 

Motivators Key Barriers Strategic Area of 
Focus 

48,600 
customers 
x 2,900 small 
x 5,000 medium 
x 40,600 large 
x 100 N/A 
 

x Lighting 
x HVAC 
x Plug Load 

x Require 24/7 
highly 
regulated 
ventilation, 
temperature, 
and pressure 
settings. 

x Cost Savings 
x Attracting top 

talent 
x Sustainability 

values 
x Reliability 

x Tech organizations 
are constrained by a 
lack of 
predictability/ need 
to be nimble 

x Dynamic business 
environment 

x Desire credible 
proof that savings 
won’t dwindle after 
year two 

x In organizations 
with a small 
energy/facilities 
staff, projects that 
are “repeatable” or 
scalable are favored 

x Increase 
participation 
rates with a 
particular focus 
on electric 
savings due to 
high usage.  

x  

 

Segment Savings 
Opportunities 

Motivators Key Barriers Strategic Area of 
Focus 

SMB customers 
 

x 270,784 small 
x 148,341 

medium 

x Lighting 
x HVAC 
x Refrigeratio

n 
x Food 

Service 
x Plug Load 
x Water 

heating 

x Cost Savings 
x Growing the 

business 
x Tenant 

comfort 
x Guest 

satisfaction 

x Lack time and 
capacity to engage 
in issues not directly 
related to business 
operations.  

x Lack of access to 
capital 

x Tenant/landlord 
split 

x Long ROI 

x Increase 
participation 
rates with a 
particular focus 
on more 
comprehensive 
projects 
(specifically 
increasing HVAC) 
and deeper 
savings.  
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Problem Statements & Solutions 

Summary of Problem Statements: 

Organizational 
x Capacity to Act: Customers have limited capacity for energy management and may not have 

technical expertise or understand the value of energy efficiency to take action.14 
x Split Incentives / Decision Maker: Split-incentives between tenant and landlord and multiple 

levels of decision makers make it difficult to motivate customers to implement energy efficiency 
projects.15 

Operational 
x Competing Priorities: Customers have competing priorities with energy efficiency projects that 

vary based on operations, building type, size and vintage. 

Financial 
x Funding Requirements: Customers lack capital for energy efficiency investments and often have 

financial payback criteria requirements that prioritize non-energy projects and energy projects 
with shorter term paybacks.16 

 

Summary of Key Market Problems by Segment 
Problem Healthcare High Tech Hospitality Offices Retail SMB 
Capacity to 
Act 

X  X  X   X 

Split 
Incentives 
/Decision 
Maker 

X  X X  X  X  

Competing 
Priorities 

X  X  X  X  X 

Funding 
Requirements 

  X    X  

 

 

                                                           
14 Greenberg. “Large Business Customer Journey Research V2”. November 2015. 
15 Walraven, Brenna. "USAA Real Estate Company’s Playbook: Building Upgrade Value Calculator". 2013. 
Presentation. USAA Real Estate Company, 2013  
16 Institute for Building Efficiency, “2011 Energy Efficiency Indicator: Global Results,” Johnson Controls, Urban Land 
Institute, and the International Facility Management Association, June 2011. Page 7. 
http://www.institutebe.com/InstituteBE/media/Library/Resources/Energy%20Efficiency%20Indicator/2011-EEI-
Global-Results-Executive-Summary.pdf 
 

http://www.institutebe.com/InstituteBE/media/Library/Resources/Energy%20Efficiency%20Indicator/2011-EEI-Global-Results-Executive-Summary.pdf
http://www.institutebe.com/InstituteBE/media/Library/Resources/Energy%20Efficiency%20Indicator/2011-EEI-Global-Results-Executive-Summary.pdf
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Overall Solution Strategies: 
1) Simplify offerings.  
2) Engage customers at right time in their business cycles to meet specific customer and grid reliability 

needs. 
3) Communicate the value of energy efficiency to key decision makers in a way that addresses their 

pain points and priorities.  
4) Continue to prime and transform the market through codes and standards work, including code 

readiness pilots with targeted customers, building code and appliance standard advocacy (See 
Appendix 2 for example of integrated approach) 

5) Transition away from traditional incentive offerings over time and increase project development 
assistance, performance based offerings and savings persistence offerings.  As traditional offerings 
ramp down, ensure clear and transparent mechanisms for measuring and verifying savings for the 
expanded offerings. 
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Commercial Problem Statements 

1) Capacity to Act: Customers have limited capacity for energy management and may not have 
technical expertise or understand the value of energy efficiency to take action  
a) Observations 

i) Limited capacity for Energy Management 
(1) “Regarding Energy Management (EM) in Large Businesses, there are those who have a 

wider set of EM criteria, and those who see energy as just another operating cost.”17  
(2) SMB (Less engaged):  Medium-sized business customers lack time, resources, and 

capacity to engage in issues not directly related to business operations.  
(a) “My life is already too complex to read emails or go through a bill to figure out when 

to turn lights off. It’s not even on the grass level on the totem pole: it’s 
underground.”  – SMB, Sunnyvale18 

(3) Commercial customers generally have little understanding of HVAC technology or the 
benefits of HVAC services and energy efficient products. This leads to insufficient 
maintenance budgets, indefinite repair, significant energy waste, higher bills and 
reactive decision making19 

ii) Value of Energy Efficiency 
(1) “EM plays a more mature role in strategy and operations among mission-driven 

companies, or those who have explicit sustainability goals.”20  
(2) “Triggers, motivators and criteria for energy management are business-specific.”21  

(a) “Motivations and criteria differ and don’t always flow from cost savings alone”22 
(b) “Boom/bust economic cycles disrupt the perceived benefits of Energy Efficiency & 

Demand Response.”23 
(3) Hospitality: When faced with allocating resources to a single business need such as 

improving energy efficiency or increasing guest satisfaction (customer satisfaction, 
perceived comfort and / or brand experience), Hospitality customers most often choose 
guest satisfaction upgrades over energy improvements.24  
(a) Hospitality customers are not presented with the optimal tools or data resources to 

accurately compare energy decision implications with industry-specific business 
goals and associated metrics (e.g. Average Daily Room Rate (ADR) and Revenue per 
available Room (RevPAR)).25  

                                                           
17 Greenberg, 18. 
18 PG&E SMB/Small Ag “Time-Of-Use Experience Study", McCall-Purcell, 2015 
19 Building Technologies Office, DOE. “Multi-Year Technology Plan”, 2016 
20 Greenberg, 18. 
21 Ibid, 19. 
22 Ibid, 19. 
23 Ibid, 19. 
24 Ibid, 75-96. 
25 EnergyStar. “Sales flyer for Hospitality and Hotels.” Accessed on April 7, 2016 
https://www.energystar.gov/sites/default/files/buildings/tools/SPP Sales Flyer for Hospitality and Hotels.pdf 



 

Page 19 
 

(b) “10 % reduction in energy consumption would have the same financial effect as 
increasing the average daily room rate (ADR) by $0.62 in limited-service hotels and 
by $1.35 in full-service hotels.”26 

(c) High Tech:  Though some tech manufacturers focus on cost savings only, High 
Tech/Bio Techs on the whole display a mature EM culture. They consider many 
reasons besides cost savings (“Secondary Benefits”) for engaging in EM projects, 
such as:  
(i) Sustainability values due to owner or mission 
(ii) Reducing maintenance and freeing up resources27 

b) Solutions: Solutions are coded with “E” to indicate existing approach, “M” to modify an existing 
approach and “N” to denote new ideas. 
i) Objective 

(1) Share technical expertise and demonstrate value of energy efficiency based on 
motivators to prioritize energy management action  

ii) Customers with Low Energy Management Activity 
(1) Leverage data analytics to identify high savings potential customers to target energy 

efficiency opportunities and maximize cost effectiveness of outreach (E) 
(a) For example, as referenced in Work Order 32, use data to identify customers with 

the best HVAC savings opportunities and then target Quality Maintenance and 
Quality Installation offerings.  

(2) Provide a range of low involvement solutions for initiating energy management whether 
a new construction, retrofit or optimization interventions (see Appendix for discussion 
on “customer involvement”).  Drive customers to medium, high or post-intervention 
involvement stages. (E) 
(a) For example, optimize pge.com website for self-service audit and rebate offerings 

and product/program recommendations 
(3) Explore a Trusted Energy Advisor model that provides project management assistance 

for customers in an effort to implement comprehensive projects with deeper savings. 
(M)  

iii) Customers with High Energy Management Activity 
(1) Partner with customer to identify energy efficiency projects and longer-term energy 

management strategies (E)  
(a) Expand support to include Path to Zero Net Energy  (ZNE) Assistance and Post-ZNE 

Occupancy Services (N) 
(2) Empower customers, including industry partners and local/state partnerships, to be 

champions of energy efficiency within their industry networks to drive market uptake 
(E) 

iv) Communicating the value of energy efficiency to move customers along in their energy 
management journey 

                                                           
26 Ibid. 
27 Greenberg, 59. 
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(1) Describe benefits of energy efficiency using key financial metrics specific to customer 
segment motivators and customer’s level of sophistication (M) 
(a) For example, in Healthcare, connect the dots between how an energy efficiency 

project can assist with improving the bottom line, drive reliability in 24/7 facilities 
and improve patient care.  

(2) Ensure feedback loop to Workforce, Education and Training to inform curricula and 
share consistent messaging around communicating the value of energy efficiency. (E) 
(a) Provide clear and consistent messages around a limited set of best practices to 

increase credibility for energy efficiency. 28 (M) 
v) “Blue Sky” ideas for consideration 

(1) Explore new and innovative ways to quantify the value of energy efficiency such as 
offering a tax deduction for energy efficiency projects or bill credits based on 
performance. (N) 

(2) Explore development of a website that helps customers purchase energy efficiency 
products; PG&E could connect customers with online retailers for purchase. (N) 

2) Split Incentives / Decision Maker: Split-incentives between tenant and landlord and multiple 
levels of decision makers make it difficult to motivate customers to implement energy efficiency 
projects.29 
d) Observations 

i) Organizational: Complex decision making processes, confusion on energy efficiency 
information, and a lack of actionable insight are three consistent barriers identified by 
Commercial Real Estate executives30  
(1) Office: Decisions about energy efficiency investments in the large office segment involve 

many layers of decision makers, across multiple organizational levels31  and there is a 
challenge getting the right message to ownership32. 

(2) Healthcare: Difficulty communicating energy management goals across all layers of the 
organization. Hospitals have a diverse array of occupants and stakeholders with differing 
priorities and needs, which are often higher priority or at odds with energy efficiency. 
For example, surgeons often want low temperatures in operating rooms, and doctors 
are concerned about the impact of outside air on patient health. 

ii) Ownership Structure: Split tenant/landlord incentive  
(1) Office: The private sector owns 77 percent of commercial floor space. The majority of 

this is split evenly between owner- and non-owner occupied.33 Efficiency efforts in office 

                                                           
28 Ibid. 
29 Walraven, Brenna. "USAA Real Estate Company’s Playbook: Building Upgrade Value Calculator". 2013. 
Presentation. USAA Real Estate Company, 2013  
30 New Buildings Institute, “What CRE Executives think and do about energy efficiency”, 2015  
31 NEEA, CRE Market Test Assessment, 2015 
32 Walraven, “USAA Real Estate Company’s Playbook” 
33 US Department of Energy, “Energy Efficiency Trends in Residential and Commercial Buildings”, 2008 
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buildings must target the concerns of decision-makers, who may or may not be the 
building’s occupants. 

(2) Retail: Retail customers are often reluctant to invest in energy efficiency upgrades, 
especially HVAC equipment, because of the “split incentives” dilemma. Most retail 
customers lease vs. own the facilities where they conduct business.34  

(3) SMB: According to market research conducted by Targetbase for PG&E, approximately 
60% of PG&E’s SMB customers lease their facility35 resulting in split incentives between 
the tenant and building owner.  
(a) “There are several good suggestions [on My Energy] but there’s nothing we can do 

because the landlord has to do building improvement.”36 – SMB, Sunnyvale 
e) Solutions: Solutions are coded with “E” to indicate existing approach, “M” to modify an existing 

approach and “N” to denote new ideas. 
i) Objective 

(1) To increase adoption of energy efficiency strategies with key decision makers and in 
facilities with tenant/landlord split incentive. 

ii) Reaching the organizational Decision Maker 
(1) Build the business case using metrics that support the Decision Maker’s specific business 

concerns. (E) 
(a) For example, develop one-page fact sheets for CFOs in terms he or she is used to 

considering in decision making or share data visualization techniques that translate 
energy savings into segment-specific metrics. (M) 37 

iii) Align the financial and energy incentives of building owners and tenants 
(1) Support alternative contract models (i.e. green leases) and financing models (i.e. power 

purchase agreements) (N) 
(2) Recommend operational, behavioral, and equipment solutions based on data to use less 

energy for customers who pay the utility bill but do not own the building equipment. 
(a) For example, pilot a smart thermostat program for SMB customers that provides a 

bundled product, service, and software solution as required in AB 793. (N) 
(3) Continue to partner with manufacturers and distributors to seed the market and make 

purchasing energy efficiency equipment easy. (E) 

3) Competing Priorities: Customers have competing priorities with energy efficiency projects that 
vary based on operations, building type, size and vintage. 
c) Observations 

i) Healthcare & High Tech: Hospitals and High Tech/Bio tech facilities operate 24 hours a day38 
resulting in high intensive energy users and requires operational up time planning for energy 
retrofits.39 

                                                           
34 National Federation of Retailers, “NRF Win on Tax Law Could Lower Costs of Remodeling Stores”, 2014. 
35 SMB Segmentation Primary Research – Quantitative Study August 24, 2015 (Targetbase) 
36 McCall-Purcell, 2015 
37 New Buildings Institute, “What CRE Executives think and do about energy efficiency”, 2015 
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(1) Hospitals and data centers cannot afford for their systems to go out of service for long 
periods of time.  

ii) Healthcare: The regulatory environment, overseen by OSHPD and Cal-OSHA, for critical care 
facilities is complex and extensive. This prevents or delays innovations by requiring detailed, 
long and costly validations. Engineering firms often do not want to take the risk of spending 
time on a solution which may be refused by the regulatory bodies. 
(1) Healthcare facilities are required to retrofit facilities to meet earthquake standards by 

2030; many healthcare facilities are choosing to build vs. retrofit. 
(2) Infection control containment is prioritized over energy efficiency due to medical facility 

ventilation system regulations. 
iii) Hospitality: Guest comfort takes priority over energy efficiency. Hotels provide guests with 

the control of room temperature and lighting which results in set point control issues.  
(1) Controlling the heating and cooling of space will continue to be a major challenge for 

hotels.40 HVAC comprises 18% of highest end uses in electricity and 21% of natural gas 
usage in the Hospitality market. 

d) Solutions: Solutions are coded with “E” to indicate existing approach, “M” to modify an existing 
approach and “N” to denote new ideas. 
i) Objective 

(1) Develop solutions that address customer barriers around operations, building type, size 
and vintage. 

ii) Project Development 
(1) Create Strategic Energy Management (SEM) plans for targeted customers or provide 

project development assistance.41 (M) 
iii) Project Implementation 

(1) High Tech: Create a delivery model for fast-track, complex projects. Articulate value of 
the program to both the decision makers and the IT department in order to get the buy-
in from all stakeholders involved. (N) 

(2) To help customers prioritize, leverage analytical best practices using associative rule 
making and machine learning to generate personalized customer-specific product 
recommendations. Integrate output across sales, marketing, and energy efficiency 
implementers and highlight recommendations on the PG&E My Energy customer login. 
(N) 

iv) Savings persistence services 
(1) Provide feedback loop to customer on recent energy efficiency projects to maintain 

persistent savings. (M) 

                                                                                                                                                                                           
38 Managing Energy Costs in Data Centers by Business Energy Advisors. https://bizenergyadvisor.com/data-centers 
39High Performance Healthcare Buildings: A Roadmap to Improved Energy Efficiency  Oct 2009 by LBNL  
https://hightech.lbl.gov/sites/all/files/documents/HealthcareRoadmap_2009.pdf  
40 Navigant Study – “Energy Management in the Hospitality Industry Hardware, Software, and Services for Energy Management 
Systems for Hotel Guest Rooms and Common Areas: Global Market Analysis and Forecasts” – Q12014 
41 DOE Building technology office multi-year plan, Feb 2016 

https://hightech.lbl.gov/sites/all/files/documents/HealthcareRoadmap_2009.pdf
https://www.navigantresearch.com/research/energy-management-in-the-hospitality-industry
https://www.navigantresearch.com/research/energy-management-in-the-hospitality-industry
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(2) Develop post occupancy ZNE services for customers to achieve long-term savings.  (N) 
v) Blue Sky Ideas for consideration 

(1) Develop an online platform for sourcing energy efficiency projects that connects 
customers with implementation specialists. (N) 

4) Funding Requirements: Customers lack capital for energy efficiency investments and often have 
financial payback requirements that prioritize non-energy projects and/or energy projects with 
shorter term paybacks.  
a) Observations 

i) Lack of available capital for retrofit investments and inability to meet financial payback 
requirements are the largest barriers that building owners cite as obstacles to investing in 
energy efficiency42.  
(1) Large Office:  These barriers often lead to low energy efficiency adoption rates despite 

energy representing 19% of total expenses for Large Office43 customers.  
ii) Funding constraints, payback concerns, and uncertainty regarding savings are the top three 

concerns facing building owners. 
 

Top barriers to pursuing energy efficiency based on 687 responses from executive 
decision makers in North America (2014)44 

 
 

                                                           
42 Institute for Building Efficiency, “2011 Energy Efficiency Indicator: Global Results,” Johnson Controls, Urban Land 
Institute, and the International Facility Management Association, June 2011. 
43 E Source Business Energy Advisor, https://bizenergyadvisor.com/large-offices 
44 Institute for Building Efficiency. "Energy Efficiency Indicator: 2014 North America Results," Johnson Controls, 
2014. 
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vi) Actual or perceived project costs are financial barriers that prevent investment in energy 
efficiency45,46 

iii) Large Office:  
(1) Office tenants or landlords are hesitant to make an investment with a payback of more 

than 3-5 years.47 
(2) Commercial buildings with multiple tenants spend more on energy than owner occupied 

buildings.48  
iv) Healthcare: There is a lack of knowledge among financial decision makers about the savings 

potential of energy efficiency. 
(1) Savings from operations and maintenance (O&M) changes are often not returned to 

O&M budgets creating a disincentive and lack of resources for energy efficiency 
adoption at the operations level. 

v) Healthcare: California hospitals are required to meet upgraded seismic standards (SB 1953) 
by 2030. This creates large capital burdens on healthcare organizations and further 
deprioritizes energy efficiency improvements from a funding perspective. 

vi) SMB: Customers lack time, resources & capacity to engage in issues not directly related to 
business operations. 49 

b) Solutions: Solutions are coded with “E” to indicate existing approach, “M” to modify an existing 
approach and “N” to denote new ideas. 
i) Objective  

(1) Devise solutions that address segment specific payback requirements and capital 
availability barriers to energy efficiency. 

(2) Develop relationships with industry leaders to educate decision makers about the 
financial value of EE. 

ii) Financing:  
(1) Expand existing and planned financing offerings such as On-Bill Financing (OBF) and On-

Bill Repayment (OBR) to address problems around capital availability for upfront costs 
(M). 
(a) Explore market transformation approaches to financing (e.g. OBF HOPPS) that shift 

away from traditional incentive offerings to solutions that scale savings 
opportunities (e.g. 100% financing with no rebate). Ensure that such solutions are 
introduced appropriately with customers to precede discussion of any traditional 
offerings (N). 

                                                           
45 Building Owners and Managers Association International (BOMA), “BOMA-Kingsley Report: Benchmarking,” 
(2010) 
46 Joint Venture Silicon Valley’s Climate Task Force, “Improving the Energy Efficiency of Non-owner Occupied 
Commercial Buildings”, 2012 
47 Ibid. 
48 Building Owners and Managers Association International (BOMA), “BOMA-Kingsley Report: Benchmarking,” 
(2010) 
49 McCall-Purcell, 2015 
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1) Explore offering performance-based financing solutions such as the metered energy 
efficiency transaction structure (MEETS) to create revenue for customers out of avoided 
project energy costs.50 (N) 

2) Expand existing finance enablement tools that provide concise information on project 
financing aimed at customer financial decision-makers. (M) 

3) Explore offering project development assistance in the form of training programs and/or 
certifications for developer stakeholders to standardize energy savings calculations and 
increase customer confidence in the quality of investment-ready energy project 
analysis. (N) 

4) SMB financing:  
(a) Explore offering financing solutions targeting SMB customers, such as lowering 

project cost caps below $5000 in project costs and offering payment plans for new 
equipment. (N)  

(b) Build on existing offerings (e.g. OBF – Alt Pathway) that streamline processing of 
financing and address vendor concerns around delays of OBF payment processing 
compared to traditional incentive payments. (E) 

iii) Develop and tailor the value proposition to key financial decision makers to address their 
pain points and priorities 
1) Create messaging database for targeting customers that includes considerations 

including financial, energy, and non-energy benefits. (M) 

Implications for Industry  
1) The implementation will vary by solution. PG&E looks forward to working with the EE stakeholders 

to develop comprehensive strategies to address the market. 
2) Proposed bidding timeline: The majority of bids for new ideas will not be released until Business 

Plans are approved. There may be a call for proposals on Strategic Energy Management and Code 
Readiness in the short-term. 

 

  

                                                           
50 University Of California, Berkeley, “Powering the Savings: How California Can Tap The Energy Efficiency Potential 
in Existing Commercial Buildings”, 2016 

https://www.law.berkeley.edu/wp-content/uploads/2016/03/Powering-the-Savings.pdf
https://www.law.berkeley.edu/wp-content/uploads/2016/03/Powering-the-Savings.pdf
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APPENDIX 

1. Commercial Portfolio Design Framework 
Each framework provides a low, medium and high involvement offering to address the fact that a 
customer may be in various stages of their energy management awareness.  The concept is to provide 
savings opportunities commensurate with savings potential that align with the customer’s readiness to 
engage in energy management. For instance, the “low” involvement opportunities are designed for 
customers who are beginning to explore energy management and who could benefit from a quick win 
with a lower savings potential. On the other hand, “high” involvement opportunities are more suited for 
customers with mature energy management and are best suited to be champions in the Path to Zero 
Net Energy. 
 
New Construction Low  Involvement Med. Involvement High Involvement Post-Intervention  
Traditional 
Incentive Offering 

x Deemed New 
Construction 
(E)   

x Savings by 
Design 
Systems 
Approach (E) 

 

x Savings By 
Design Whole 
Building (E) 

 

 

Non- Incentive 
Offering (Tools & 
Tech Assistance) 

 x Design 
Assistance (E) 

x Technical & 
Design 
Assistance (E) 

 

x On-going 
Technical 
Assistance / 
Energy 
Management 
(N) 

x ZNE Technical 
Assistance (N) 

Non-Resource    x Path to ZNE 
Readiness (N) 

x EE/DR/DG 
Offering (N) 

x Workforce 
Education & 
Training  
Feedback (E) 

Codes & 
Standards 

 x Code 
Readiness 
Pilots (N) 

  

E: Existing; M: Modified; N: New. 
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Existing Buildings: 
Retrofit  

Low Involvement Med. Involvement High Involvement Post-Intervention 

Traditional 
Incentive Offering 

x Widget-based 
(E)  

x Turnkey 
Solutions (E) 

 

x Calculated (E)   

Non- Incentive 
Offering (Tools & 
Tech Assistance) 

x Audit (E) 
x Financing (E, 

M) 
x Technical 

Assistance (E) 

x Financing (E, 
M) 

x Technical 
Assistance (E) 

x Financing (E, 
E) 

x Advanced 
Technical 
Assistance (M) 

 

x On-going 
analytics (E) 

  

Performance 
Incentive Offering 

 x Pay for 
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x Pay for 
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Whole 
Building (E) 

x Fast-track for 
Complex 
Projects (N) 
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n Initiatives (E, 
N) 

x Path to ZNE 
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Energy 
Management 
(M) 

x EE/DR/DG 
Offering (N) 
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Education & 
Training 
Feedback (E) 

Codes & 
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 x Code 
Readiness 
Pilots (N) 

  

E: Existing; M: Modified; N: New. 
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Existing Buildings: 
Optimization 

Low Medium High Post-Intervention 

Traditional 
Incentive Offering 

 x Equipment  
Optimization 
(E) 

 

x Calculated (E)  
 

x HVAC 
Optimization (E) 

Non- Incentive 
Offering  (Tools & 
Tech Assistance) 
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payback) (N)  

x Short-term 
Technical 
Assistance (E) 

 

x Long-term 
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Assistance (M) 
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Optimization 
(N) 

x On-going 
analytics (E, M) 

x Maintenance 
Contracts (N) 

Performance 
Incentive Offering 

  x Meter-based 
Optimization 
(N) 

 

Non-Resource   x Market 
Transformatio
n (E)  

 x Workforce 
Education & 
Training 
Feedback (E) 

Codes & 
Standards 

 x Code 
Readiness 
Pilots (N) 

 x Reach Codes (E) 

E: Existing; M: Modified; N: New.  



 

2. Directed Market Transformation: Low-Rise Commercial New Construction Example 
The below graphic represents the integrated approach that PG&E intends to take to transform the market on the path to Zero Net Energy in 
pursuit of the State’s goals. 

 

 


