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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Address Rulemaking 11-03-012
Utility Cost and Revenue Issues Associated (Filed March 24, 2011)
with Greenhouse Gas Emissions

ADMINISTRATIVE LAW JUDGE’S RULING SUPPLEMENTING THE RECORD

Decision 12-12-033 (the decision) adopted a high-level procedural
roadmap for customer and outreach activities in 2013 and beyond to
communicate necessary information about the return of greenhouse gas revenues
to customers of the investor-owned electric utilities (IOUs). As a part of that
roadmap, the decision ordered the IOUs to engage a firm with marketing and
public relations expertise that would be responsible for proposing expanded
customer education activities through 2013. In addition, the marketing and
public relations firm was required to evaluate the feasibility and potential
advantages and disadvantages of the use of a third-party administrator for
customer outreach and education activities.

The final scope of work was to be developed and approved by the director
of the Energy Division. The marketing and public relations firm’s findings were
to be submitted in the form of a final report to the IOUs, community choice
aggregator and direct access providers, and the director of the Energy Division
by July 1, 2013 for use in developing the IOUs” customer outreach and education
plans for 2014-2015, which are to be submitted by application on September 1,
2013.
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In April of 2013, the IOUs retained the services of TargetBase to undertake
the scope of work required in the decision. TargetBase compiled its findings into
a report, and the report was served on parties of Rulemaking 11-03-012 on July 1,
2013, as required by the decision.

By this ruling, the final report of TargetBase (and all associated
attachments), entitled California Climate Dividend Public Outreach Program
Strategic Map Report (report), is incorporated into the record of
Rulemaking 11-03-012. The report and associated attachments can be found in
Appendices 1-5 to this ruling, as set forth below:

Appendix 1: California Climate Dividend Public Outreach Program
Report & Strategic Road Map (Full Report)

Appendix 2: California Climate Dividend Public Outreach Program
Report & Strategic Road Map (Light Report)

Appendix 3: California Climate Dividend Public Outreach Program
Strategic Road Map - Section 9: Appendix

Appendix 4: California Climate Dividend Public Outreach Program
Style Guide

Appendix 5: Creative Brief for the California Climate Dividend
Awareness Campaign: “Footprint”

The final report and all appendices will also become part of the record to
the customer outreach and education plans applications to be filed on
September 1, 2013 by the IOUs and will be considered in detail as a part of those
applications. Therefore, party comments on the contents of the report are not
sought in Rulemaking 11-03-012 at this time. Any party that objects to the

inclusion of the report into the record of Rulemaking 11-03-012 may make their
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objections known through the filing of written comments within five days of the

issuance of this ruling.

IT IS RULED that:

The July 1, 2013 final report of TargetBase on customer outreach and
education activities, entitled California Climate Dividend Public Outreach
Program Strategic Map Report, and all associated attachments, attached hereto as
Appendices 1-5, is added to the record in Rulemaking 11-03-012. Any party that
objects to the inclusion of these documents into the record may make their
objections known through the filing of written comments within five days of the
issuance of this ruling.

Dated August 21, 2013, at San Francisco, California.

/s/ MELISSA K. SEMCER
Melissa K. Semcer
Administrative Law Judge
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Appendix 1:
California Climate Dividend Public Outreach
Program Report & Strategic Road Map
(Full Report)
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Targetbase is a customer engagement agency that uses data and insights to develop
and execute customer solutions.

2
0-(l_rv)-o targetbase’

7850 North Belt Line Road
Irving, TX 75063
972-506-3400
Targetbase.com

In April 2013, Targetbase was awarded the Strategic Road Map to provide guidance for a 2014-
2015 (and potentially beyond) education and outreach plan in support of California’s cap-and-
trade program and the distribution of greenhouse gas (GHG) allowance revenues.

The California Public Utilities Commission (CPUC) in Decision (D.) 12-12-033
requires that education and outreach activities, for 2014 and beyond, seek to
expand awareness about the purpose and value of GHG allowance revenue in
order to achieve the goal of section 748.5(b) of the California Public Utilities Code
of "maximum feasible public awareness of the crediting of greenhouse gas
allowance revenues.” While the education and outreach plan must strive to meet
that broad objective, it should also set an intelligent balance between the costs
involved with outreach and the fact that the associated communications budget
will be deducted from the revenues to return to customers. —California’s Climate
Dividend Public Outreach Program: Request for Proposals

This California Climate Dividend Public Outreach Program Report, informed by data collection
from quantitative, qualitative, and existing third-party research, addresses the task by
delivering a strategic framework, suggested tactics and channels, a high-level creative concept,
and a plan for implementation.
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Section 1
Overview
The guiding principles

Executive Summary

The goal of this strategic road map is to provide a valid, data-driven plan for
informing and educating customers on the California Climate Dividend.

Successful communications requires tapping into customers in a way that captures their
attention and resonates with their mind-set and needs. The recommendations provided in this
report are the result of a review of available market data, a survey of California electricity
customers, and conversations with customers through qualitative research to achieve this task.
The end result is an understanding of the conditions for communicating the program and, more
important, the needs and core desires of customers.

Through a robust process of discovery and data collection, the challenge of communicating to a
broadly distributed and highly diverse population became very evident. The dynamics of a
modern, demanding life require customers to divide limited amounts of attention among
numerous tasks and topics. They process information quickly to understand what it means to
them, their lives, their families, and their communities. To do so, customers consume media
and messages from a wide range of sources and a broad set of communication tools. They learn
from their friends and share their opinions freely. And they tend to pass judgment quickly on
the value of a message for themselves and others. This means any program outreach needs to
be very clear, very pointed, able to convey an idea through a range of channels, and easily
shared between customers.

It therefore becomes essential to understand the mind-set and needs of customers to craft a
message they can understand and relate to in these complicated conditions. A great deal of
focus in preparing this Strategic Road Map was getting to customers’ core desire, to learn how
they will perceive the Climate Dividend and if that perception can be clarified and enhanced by
how the dividend is portrayed and presented.

It became evident that the great majority of customers have a deep and fundamental desire for
a healthy environment. While it is important to them, it is even more important to their
families—to future generations. They show a wish to see that solutions to problems like climate
change are in place and have a demonstrated desire to contribute to those solutions, even if it
might be in small ways. It became equally clear that the cap-and-trade program posed
challenges to customers in terms of comprehension and acceptance. The complex nature of the
program, along with the rather abstract connection between the mechanics of the program and
how they lower greenhouse gas (GHG) emissions, appear to cause customers concern and
confusion. Surveys confirmed that customers are satisfied with less information—and
dissatisfied with or even dissuaded by too much. However, the outcome of the cap-and-trade
program was highly desirable. Reduced greenhouse gas emissions meant, for customers,
cleaner air, a healthier environment, and even a possible solution to climate change.

Given this core desire among customers, and the challenging conditions of the marketplace, it
was determined that informing and educating customers on the California Climate Dividend
should be done through a positive tone and a solution-oriented focus. Ultimately, customers
understood and could relate to lower GHG emissions as “clean air.” Because they associate the
dividend with clean air, communicating about climate change and reduced GHGs when
addressing the Climate Dividend is important. Customers simply want to be informed that



R.11-03-012 UNC/jt2
Appendix 2-4

Page |3

climate change and air quality are being addressed, and not inundated with the details of cap
and trade or revenue allocation. And while some information on the specifics of the dividend
were helpful, they expressed more desire to learn how they could shrink their own carbon
footprint with everything from moderate behavioral changes to large-scale energy solutions.

As a result, the recommendation is to equate the CA Climate Dividend with a positive
sign of cleaner air.

The Strategic Road Map will show how to deliver effective communications with minimal detail
on technical information and instead focus on the overall benefit of cleaner air and climate
change mitigation. So, while the focus of the outreach is on the Climate Dividend, the topic and
content of communications will bridge to GHGs and climate solutions. The concept and tactics
developed show how to create the clearest perception of this program benefit and to encourage
further education and engagement. Executing this Strategic Road Map will capture the attention
of customers through a clear and compelling message and encourage them to dig deeper on
their own through easy-to-access, self-service channels in order to increase their level of
knowledge and their ability to lower GHGs. In the end, customers will contribute to the ultimate
objective of AB 32 with their collective alignment and support.

Assignment and Findings

Specific requests made within the assignment are summarized below. The details and rationale
for arriving at these findings, conclusions, and strategic recommendations are contained within
the body of this report.

Request 1: Understand audience perceptions and connections to California’s
Greenhouse Gas Cap-and-Trade program, climate change, and the residential Climate
Dividend in particular.

Findings:

e A strong majority of Californians believes it is necessary to immediately take steps to curb
global warming.

* The majority supports solutions to climate change, but is concerned about impacts on jobs,
businesses, consumer costs, and the economy at large.

e Californians are largely unaware of the cap-and-trade program. Providing them a basic
description of cap and trade leads to a mostly favorable view. However, when presented
with more details, their perception turns negative.

* When asked for their reaction to seeing a “Climate Dividend” credit on their energy bill, the
majority either had something positive to say about the Climate Dividend or would like to
know more about it (both before and after a description of the program).

Request 2: Set achievable objectives for outreach and education activities in 2014

and 2015.

Findings:

¢ When informing Californians on the purpose and value of the Climate Dividend, the most
useful objective is to raise awareness and educate them on reduced GHGs, improved air
quality, and solutions to climate change, in addition to providing details on the bill credit.

¢ Attempting to educate customers on the policies, mechanics, or logistics of the cap-and-
trade program was proven to be an ineffective objective.

¢ Other identified objectives include: be cost-efficient with outreach efforts, execute the
program in a competitively neutral way, increase awareness of the costs of GHGs among
customers, and enable customers to learn more about revenue allocation.
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Request 3: Define strategies geared to those objectives.

Findings:

* Research and consideration for the objectives of AB 32 have led to a strategic approach that
leads with the benefit and delivers additional detail throughout the campaign:
o Position the Climate Dividend as a positive sign of cleaner air.

Inform and educate that climate change is being addressed.

Keep details to a minimum and highlight the overall benefit.

Enable customer exploration of deeper information.

Encourage participation in customer GHG reduction.

o O O O

Request 4: Articulate main and secondary messages to achieve overall outreach and
education objectives.

Findings:
e Start with and build on the ultimate benefit of cleaner air to connect quickly and easily to
customers.

e Share information on the credit, such as how much, how often, and who gets it.

e Tell customers about GHG-reduction solutions.

¢ Share details on the dividend over the life of the campaign—its logistical elements, its
source in cap and trade, and its connection to GHG reduction among industries and
businesses.

Request 5: Assure cross-cultural relevance and impact.

Findings:

* A thorough review of the population of California shows that using the right mix of channels,
partnering with community-based organizations, and creating non-English communications
will sufficiently reach Californians in culturally relevant ways.

Request 6: Recommend advertising and public relations tactics (link to other
statewide marketing, education, and outreach [ME&O] programs).
Findings:
e The recommended tactics are designed to gain maximum broad-based awareness in a fairly
short time and, over the life of the campaign, encourage more response and interaction.
¢ Tactical recommendations include:
o Widely deployed and easily recognizable iconic representation of the Climate Dividend
o Response mechanisms embedded into advertising communications
o Shareable assets to encourage word of mouth
o A centralized website to provide in-depth information and encourage/enable customer
GHG reductions
e Communication channels include:
o Broadcast media, outdoor channels, online advertising, and search engine optimization
to impact a cross-section of the general public
o Communications on and in electricity bills, which are capable of reaching all customers
but are expected to raise awareness roughly 25%
o Additional outreach through localized channels and community-based organizations and
in multiple languages, to extend reach to ethnically diverse and hard-to-reach customers
o Social media and PR efforts to generate valuable earned media
* Messaging will take a top-down approach, showcasing the Climate Dividend as a sign of a
viable climate solution that results in lower GHGs, which for customers means clean air.
o Message timing will coincide with the credit to elevate customer awareness at the most
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appropriate times.
o Messages evolve over time to shift from general awareness of the Climate Dividend to a
more action-oriented approach.

Request 7: Establish budget options and allocations to implement proposed

strategies.

Findings:

* Budget levels are provided based on achieving a peak level of awareness during dividend
delivery periods.

* Budgets show a breakout by channel/tactic to provide a way to scale resources
appropriately.

* Budget levels are set in consideration of a balance between maximum feasible awareness
and total cost.
o A “cost per customer” perspective shows the relative level of spend against the whole

state to illustrate impact vs. spend.

Request 8: Establish metrics and the best way to evaluate results.
Findings:
* The primary metric has been defined as aided awareness during campaign periods.
* Generalized estimates for achievable levels of awareness are provided based on a given
level of marketing spend through the recommended channels.
o Results as high as 58% aided awareness during campaign periods are possible.
e Set benchmarks initially and optimize campaign over time to improve results.
o Include campaign objectives such as impressions, click-throughs, website visits, etc.
¢ Conduct tracking study coinciding with the dividend distribution.
* Key metrics for the tracking study include:
o Unaided awareness
o Aided awareness
o Reaction (sentiment)
o Sought more information
o Where information was sought
o Reaction to the additional information source
o Intent to seek more information
Use a holistic view of all results to drive most effective spend.

Request 9: Define the right program architecture and organization to achieve the

metrics.

Findings:

¢ Run the statewide campaign, including development of creative assets and management of
broad outreach media, through a central agency.

o Messaging needs to be consistent and cohesive across the state.
o Media purchases need to be conducted at a statewide level to procure the best buy and
coordinate reach and timing.

« The energy companies will manage bill communications and customer conversations
through their typical customer-interaction channels using materials and guidance from and
in coordination with the central administrator.

¢ The energy companies will also manage localized and community-based outreach, as they
are best equipped to adapt the standard materials to regional needs, including language
translation and other cultural enhancements.
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Request 10: Evaluate various off-bill methods of returning the residential Climate

Dividend to households.

Findings:

* A set of delivery methods was researched to understand the pros and cons of each,
including impact on perception and cost/requirements to execute.

* Based upon research and customer input, the energy-bill credit remains the recommended
delivery method.
o Effective delivery, environmental sensitivity, and the ability to execute efficiently were

all key drivers, even if customer impact might be less significant.

Background

In 2006, California passed landmark legislation to reduce GHG emissions in the state. The
Global Warming Solutions Act of 2006, also called Assembly Bill 32 or AB 32, set standards to
reduce GHG levels for California to those of 1990 by the year 2020. This bill was challenged in
2010 by Proposition 23, which would have suspended AB 32. With almost 62% of Californians
voting no to this freeze of AB 32, the desire of California’s public to create a solution for
reducing greenhouse gases, decreasing air pollution, and protecting the environment became
clear. In order to achieve this goal, the agency responsible for implementing AB 32—the
California Air Resources Board (ARB)—developed a series of key initiatives, including energy-
efficiency programs, transportation solutions, and forestry sequestration. Many of these are
already in place and currently impacting customers and businesses in the state.

The problem AB 32 is meant to address appears to be growing in importance. In early May of

2013, worldwide carbon dioxide reached 400 parts per million at a Hawaii station that sets the
global benchmark. This is a concentration not seen on the planet in millions of years. California
alone is responsible for more carbon dioxide pollution than all but 20 of the world’s countries.?

Perhaps the most complex of ARB’s initiatives aimed at reducing GHG emissions is its cap-and-
trade program. California’s cap and trade, designed to work in tandem with existing policies,
creates an economywide cap on major sources of GHG emissions. Entities that operate under
the set cap are issued a limited number of tradable permits (allowances). A market is created
for these GHG allowances, which in turn encourages industries to make efficient decisions to
reduce their emissions.

As the currency of the cap and trade, allowances are distributed by ARB and traded among
energy providers and capped entities. Any revenues that the utilities receive through the cap-
and-trade program will ultimately be returned to rate-paying customers. According to CPUC
Decision 12-12-033, ARB granted “a direct allocation of allowances for the purpose of
protecting electricity customers and advancing AB 32 objectives” to electric distribution utilities,
including investor-owned utilities (IOUs).

Included in the decision is the mandate for customer education “to maximize feasible public
awareness of the distribution of GHG allowance revenues to ratepayers.” I0OUs will conduct a
modest and targeted interim round of outreach in 2013. This effort will focus on informing
customers that the California Climate Dividend that appears as a credit on their bill is the
allocation of revenues from the cap-and-trade program. In addition, Decision 12-12-033 states
that for 2014 and beyond, the public education component should be expanded to include
awareness about the purpose and value of the GHG allowance revenue.

The idea of expanding on customer awareness in a robust and comprehensive manner provides
the opportunity to review what is truly intended by AB 32, in terms of customer perception and
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participation. After all, this is a statewide initiative—affecting and benefiting all Californians—
that can be greatly enhanced through the public sector. This California Climate Dividend Public
Outreach Program Report will serve as the guidebook for these education efforts. A variety of
data and information has been used to establish a strategic road map for customer outreach. It
details guidelines for execution, descriptions of targets, creative concepts, and information on
channels, tactics, timing, and metrics for an efficient and effective implementation. The scope
and scale of this road map reflects its mission to help the state of California fulfill the noble and
aggressive goals of AB 32.

Program Objective

The primary objective for the customer education component of AB 32 is to inform and educate
customers on the CA Climate Dividend. Section 748.5(b) of the California Public Utilities Code
asks for the adoption and implementation of a customer outreach plan for "maximum feasible
public awareness” of the dividend. As discussion among involved parties hinged on what would
make a program feasible, CPUC Decision 12-12-033 has allowed customer education to be
“expanded in 2014 and beyond.” Expanding these outreach efforts—in effect, maximizing public
awareness—should include informing Californians on the purpose and value of the Climate
Dividend. Throughout the process of data discovery and customer knowledge collection, there
has been a consistent focus on how to best interpret and act on these objectives for the
program overall.

What customers are informed about is certainly as vital—if not more vital—than how they are
informed. A look at the bigger picture related to the Climate Dividend shows how this might be
addressed successfully by informing and educating on:

The CA Climate Dividend

On cap-and-trade program

Part of AB 32 designed to

Reduce GHGs

Improve air quality \ ' 1

And mitigate climate change

One important consideration in the development of this road map has been how to make the
very most of this opportunity to communicate with energy customers. Likewise, it has been a
key objective to do so in a way that leads toward positive outcomes and minimizes time-
consuming, expensive ones. Looking at the data and evidence available through a variety of
market channels and in direct conversation with customers has led to one conclusion: The best,
most useful objective is to educate customers on the ultimate focus of AB 32—reduced GHGs,
improved air quality, and solutions to climate change.
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Customers have shown that attempts to educate them on the details of a cap-and-trade
program, how it works, or how revenues are generated by it, create confusion and even
concern. Their core desire, which appears to be a solution to the GHG problem, is not
addressed by this approach. In fact, such in-depth information appears to actually detract from
the overall potential success of the program. When given too much explanation, customers
indicate they would investigate the policy and the politics behind it, with a tendency toward
suspicion and even protest.

Successfully informing and educating the customer implies they will have a level of awareness
of the Climate Dividend and what it represents, as well as a level of knowledge about the goal
of GHG reduction. The strategic road map within this report will share a data-driven approach
for customer awareness and engagement suitable for the overall program objective.

Additional Objectives

In addition to educating customers on the larger solution to GHG emissions and showing how
the Climate Dividend is connected to it, there are additional objectives and direction within
Decision 12-12-033 that have informed this strategic recommendation. These include:

Maintain the price signal While this is an essential element of cap and trade, and needs to
reflect the costs of GHG inherent in many products and activities, it is a difficult objective to
deliver on when customer costs are being offset by the dividend. This strategic road map will
attempt to maintain the spirit of a price signal while not alarming customers about rising prices.
Through the process of raising customer awareness, the solution will explore how the dividend
can serve this purpose while mitigating potential public concern.

Maximize both awareness and return of revenues The efforts required to educate
customers should be balanced against their costs—for the more the ME&O effort costs, the less
remains for the customer dividend. The strategic road map will seek to leverage public interest
in the Climate Dividend in an optimal way to drive self-directed education on its purpose and
meaning, thus lowering the need for (and costs of using) other media channels to perform this
function.

Prepare for price increases Customers are receiving the dividend as a method for offsetting
the costs that are expected to rise as the result of AB 32. While this could be directly addressed
in outreach communications, research shows that this does little to lend confidence or create a
perception of fair compensation. Instead, implying the offset through the language of
“incentive” or “clean air credit” gives customers a greater willingness to embrace the dividend,
use it to help in the overall solution, and, in general, show a higher level of support for the
program overall. The outcomes include not only using the money but also using it in a GHG-
conscious manner.

Reveal the appropriate allocation of revenues Customers are receiving a financial benefit
from the cap-and-trade program. While this general idea will be part of how the dividend is
positioned and presented, it will also be addressed more specifically within certain customer-
communication venues. As a general rule, customers should know that the dividend is delivered
in equal amounts to all electricity customers twice a year. However, within certain channels
(such as a website), the detail on revenue allocation will be more fully outlined and explained.

Execute program in a competitively neutral way A large number of electricity providers
operate throughout California, representing a range of services, styles, and customer
relationships. It is important to ensure that the strategic road map is developed in such a way
as to communicate with customers regardless of the electricity provider they work with, and in
a way that doesn’t promote one form of provider over another. The solution will address this
issue by focusing on the customer first, outside of the context of their provider, and apply
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proven techniques for communications in a broad outreach perspective rather than an “energy
company centric” way.

Looking Ahead

The California Climate Dividend Public Outreach Program Report lays out the process used from
initial ask through the development (and eventual rollout) of a viable, optimal communication
platform. Included are insights into the market and customer conditions in California. With that
information, an overarching strategic plan, customer target groups, creative concepts, a plan
for implementation (including recommended tactics and channels), and measurement
guidelines were built—to give the I0Us, ESPs, CCAs, and DAs of California the tools required to
fulfill the mandate set out by CPUC Decision 12-12-033 and, ultimately, the goals of AB 32.
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Section 2

Market and Customer Conditions
Setting the stage

“No other state in the nation has the wealth, resources, entrepreneurial spirit, and innovative
history that enable California to maintain its distinctive appeal to the rest of the nation. As time
passes, and more come to share in that success, the Golden State’s appeal can only be
expected to grow.” —First Tuesday Journal

Situation Analysis

Before setting out to achieve the goal of maximizing public awareness of the distribution of
GHG allowance revenues, it’'s important to understand the conditions that the efforts will have
to accommodate. For successful outreach and education, keep in mind the challenges that the
vastness and diversity of the state bring. However, of all the states in the country, California is
best suited and poised to address this problem with intelligence.

The State of California

Alaska leads the nation in area. Texas is known for its varied topography and New York for its
cultural and linguistic diversity. Yet no other state possesses all of these—plus an 840-mile
coastline—as the Golden State does.

California is the nation’s third-largest state in land area with approximately 160,000 square
miles. It is a state whose diverse topography includes mountains, fertile valleys, deserts,
volcanoes, and coastal areas. And it is home to both the highest (Mount Whitney) and lowest
(Death Valley) points in the 48 contiguous states. The mere size of the state can make it
difficult to communicate well with all its residents. Added to that is the geographic diversity that
can serve to isolate certain groups, making it necessary to reach out to the people of California
in a variety of means.

California currently boasts the largest economy in U.S. and the ninth-largest in the world. Even
though it was one of the states hardest hit by the 2007-2009 recession, it is on a slow
economic upturn.1 In fact, by 2014, all counties in the state will be participating once again in
economic expansion.?

According to the February 2013 forecast by the Business Forecasting Center at the University of
the Pacific, job growth in California will remain steady over the next several years at 2%.> The
unemployment rate fell 1.5% in the last year® and is predicted to average 9.7% in 2013 and
8.4% in 2014°. With a 2012 private-sector payroll increase of 2.6%* and an accelerating
housing recovery,? the economic outlook for California in the coming few years is positive. In
light of this economic upswing, Californians are busier than ever, distracted by day-to-day
obligations and facing an increasingly cluttered media market.

What it means: There are built-in challenges to any communications effort in California. The
vast size and geographic diversity require using a variety of channels to reach the entire
population, and the hectic pace of life in the state (including the media market) forces
messages to be succinct and memorable to achieve breakthrough.
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The People of California

Who are they?

More than 38 million people currently live in the state of California. The diversity of California is
reflected in their varying income levels, their political affiliations (as of May 2012, 3.7 million
declared Independents, 5.2 million Republicans, 7.4 million Democrats®), their interests, and
their professions. The state boasts innovators, farmers, entertainers, and working families.
Californians own and run businesses, labor in the farmlands and wineries, participate in politics
and policymaking, and more.

As the nation’s most populous state—home to one out of eight Americans—it has also
historically been one of the most culturally and ethnically diverse. Made up of large groups of
immigrants from over 60 nations, the state population is expected to continue to diversify over
the next 20 years.’

Ethnic composition

Currently, non-Hispanic whites make up less than 40% of the California population.® By early
2014, the California Department of Finance projects Latinos will replace whites as the largest
ethnic group for the first time since California became a state.® California is one of only five
statessin the U.S. with a minority majority—ethnic minorities constitute more than half of the
state.

0.5%
Mative Hawaiian and
Other Pacific Islander

1.7%

American indian
and Alaska Native
3.6% N

Multiethnic ‘

6.6%
Black/African-American 39 .? %
Men-Hispanic White
13.6%
Asian
_ 38.1%
Hispanic/Latino

Source: United States Census Bureau, “State & County QuickFacts: California,” [website]
<http://quickfacts.census.gov/qfd/states/06000.html>, accessed June 13, 2013.

This diversity brings with it linguistic and cultural considerations. In communicating with and
educating the people of California, it's important to keep in mind that even though 61% of
California adults speak only English at home, 39% speak another language. The largest group
of those speaks Spanish (either in addition to English or exclusively), followed by Vietnamese.*°
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Much of these non-native English speakers are considered hard to reach—isolated from much of
the state linguistically, culturally, and/or geographically. Twenty-nine linguistic or cultural
groups comprise the hard-to-reach population in California, including Native Americans and
indigenous immigrants from Mexico. In fact, in 2007, 334,609 families in California were
linguistically isolated, speaking one of the top 27 languages in the state.!! The state’s large
Native American population mostly speaks English, but is isolated because of culture and
geography.!? An additional special challenge found in these hard-to-reach populations is the
cultural diversity present even between groups of speakers of the same language.*®

Information seeking As the people of California are diverse and varied, with increasingly
complex lifestyles, so are their communication choices. Californians, including the linguistically
isolated, seek information in newspapers and on television at a lower rate than the rest of the
U.S. population.® This is, perhaps, due to an increased reliance on social media, mobile, and
digital channels. That being said, it is important when planning the channels of communication
to keep in mind that only 52% of Latinos in California report having a computer at home,
compared with 75% of African-Americans, 87% of Caucasians, and 89% of Asian-Americans.*’
However, Latino community is reachable via mobile channels, as they own smartphones and go
online from mobile devices at a rates similar to or just higher than all other groups.
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Growing, flourishing—and aging

California has also long been known for and defined by population growth. The Public Policy
Institute of California predicts the state’s population will continue to rise during the next 20
years (with a projected 5 million people added each decade) at 1% annually, a rate similar to
that of the 1990s and 2000s.'® While this increase in population will pose challenges to water
management, energy, and housing in the state, it will also offer a source of new talent and
opportunity.t’

Inland areas will see higher growth rates than other parts of California, although the coastal
counties will still be home to most of the state’s population. Growth in rural areas will be
limited, with areas surrounding metropolitan centers seeing rapid growth. This increase in
centralized urban populations will be reflected by a boom in rental property and condominium
sales.!” SoCal is expected to have the largest growth over the next 50 years, with Riverside
County leading the way.'®
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With the increase in population comes an overall aging of the state. The California Department
of Finance predicts that the state’s median age will increase from 35.2 in 2010 to 41.9 by
2060.'® The total number of adults age 65 and over is projected to grow from 4.2 million in
2010 to more than 7 million in 2025.° Adults in their late 20s and early 30s will be the second-
fastest growing group. As the state ages, the increase in the elderly population will add stress
on Medi-Cal.?°

Orange County, more exclusive and less appealing to young career-seekers, is aging faster than
other counties. The counties of NorCal, by contrast, have aged hardly at all, yet remain older on
average. This is likely due to NorCal’s high housing prices, specialized workforce, and lower
rates of immigration.?! Even so, the California Department of Finance projects that California
will remain one of the younger states in the U.S. over the next 20 years due to its diversity—
with higher birth rates among ethnically diverse groups—and its role as a primary gateway
state for immigration.??

As the population grows and ages, strain will be added to the state’s infrastructure, with more
vehicles on California roads and higher utility usage. The continued boom makes the task of
reducing GHGs—and enlisting the help of the people of California—even more crucial and more
challenging.

What it means: The residents of California are a truly diverse and large population completely
spanning the spectrum of political parties, ethnicities, languages, and ages. A multifaceted
approach is needed to communicate with them all. Effectively communicating with the entire
population requires cross-cutting, multichannel communications, in English and non-English
languages (with Spanish being the most predominant alternative), both mainstream and
ethnically centric media, collaboration with community-based organizations, grassroots
outreach, and culturally appropriate materials.?®> Understanding the needs and behaviors of like
targets will make communicating with them more feasible. In addition, keeping in mind how
each group prefers to communicate—with special attention paid to both the language and the
channel of the communications—will be key to reaching them as well. Of course, consideration
should be given to what is pragmatic in such an effort, as the costs of truly reaching everyone
would be prohibitive.

Californians and Climate Change

“I think we’re going to wait on doing something until it’s too late. This is serious.” —Rose
Wallace, Sacramento business owner

Viewpoints and beliefs

Perhaps due to the vast geography of the state, and its varied and abundant natural resources,
Californians have long been associated with environmental consciousness. Today, a strong
majority (78%) of them believe that the world’s temperature has probably gone up in the last
100 years.?* Most (60%) also say that they feel the effects of global warming have already
begunz,sand 73% think it's necessary to take steps to counter the effects of global warming right
away.

However, in a state that has recently faced a housing crisis, lingering state debt, and severe
unemployment rates, only 1% of Californians polled cite global warming as the most important
problem facing the state today. The majority supports doing something about climate change
but is unwilling to do so at the expense of jobs, business competitiveness, higher consumer
costs, and the economy at large.?® This contrast is an important consideration for the mission of
educating Californians on the state’s plans for curbing climate change, as the priority appears to
be everyday economic concerns before climate solutions. This does not mean that climate
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solutions are not important, only that they need to be balanced against the extent to which
they impact Californians’ lives.
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Source: Mark Baldazzare st al.,
“PPIC Statewide Survey: Californians
and the Environment,” July 2012.
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Ways Californians Believe the Government Can Address Global Warming

82%

0 Reduced emissions from
79 /E) industrial plants, cil refineries,

—— and commercial facilities

— 78%
Raquirament of automakers

to reduce emissions from
new cars
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—— Increased anargy
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and commercial buildings
and appliances

Reduced carbon intensity
of transportation fuels by ——
producers

7%

Change of land use and ——
transportation planning
=0 people drive less

Source: Mark Baldassare et al., "PPIC Statewide Survey: Californians and the Environment,” July 2012.

Years of living green

California utilities offer a wide variety of products, programs, and services across the state for
both business and residential customers. In fact, California has led the nation in energy-
efficiency programs since the 1970s. Since then, per capita energy use has remained flat in the
state, while that in the rest of the U.S. has increased by about 33%.2” Customers have been
exposed to a number of outreach and education programs—it is part of the reality of life in
California. This has helped involve customers more deeply into an area of their lives—energy—
that traditionally receives little attention. The connections between energy, money, and the
environment have become clearer. And, in turn, there seems to be a willingness among
Californians to adopt these energy solutions and put effort toward them.
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Some notable California energy programs

Energy Upgrade California: Designed to help customers with home-improvement projects
that lower energy use, conserve water and natural resources, and make homes healthier and
more comfortable, this program assists customers with planning their upgrades, locating
participating contractors, and finding rebates and incentives.

Demand Response Programs: Demand response is a rate-based program that encourages
customers to reduce their electricity usage in a given time period or shift that usage to another
time period. Demand response saves customers money and helps manage energy production
by lowering peak-time energy usage.

California Alternate Rates for Energy (CARE): Low-income customers enrolled in the CARE
program receive a 20% discount on their electric and natural-gas bills. Eligible customers are
those whose total household income is at or below set levels as outlined by the PUC.

Energy Savings Assistance Program (ESAP): No-cost weatherization services are provided
to low-income households, including attic insulation, energy-efficient refrigerators, energy-
efficient furnaces, weather stripping, caulking, low-flow showerheads, water heater blankets,
and door and building envelope repairs.

Self-Generation Incentive Program (SGIP): The PUC provides incentives to support
existing, new, and emerging distributed energy resources with rebates for qualifying energy
systems installed on the customer's side of the utility meter. Qualifying technologies include
wind turbines, waste heat-to-power technologies, pressure-reduction turbines, internal-
combustion engines, micro turbines, gas turbines, fuel cells, and advanced energy-storage
systems.

Understanding AB 32

In the 6+ years since the passage of AB 32, Californians have been inundated with conflicting
messages on its purpose, its goals, and its ultimate cost from press coverage, blogs, and word
of mouth. There has not been a public education campaign on the bill—a vast and complex
piece of legislation with many subcomponents—as a whole. In its absence, the mixed messages
Californians have received about AB 32 have led to confusion and mistrust. Yet, while support
for the bill declined steadily (by double digits over 3 years®®) in the first few years after it was
passed, the trend has turned upward over recent years. As of early 2012, 70% of California
residents support AB 32.%°

However, by mid-2012, even with the vast amount of media coverage received by AB 32, a
majority of California voters (55%) had not heard of the cap-and-trade element of the bill.*° To
further complicate communication matters, more information on the subject tends to turn a
voter’s opinion of cap and trade from positive to negative. When provided with a basic
description of cap and trade, 56% of Californians polled favor it, while 39% do not. As more
detailed information is provided, their opposition of cap and trade increases from 39% to 55%.
Add in details about the cap-and-trade auction and Wall Street’s involvement and the support is
eroded further, with a large majority (86%) less likely to support cap and trade.?!

In the glut of media coverage and information about climate change, global warming, AB 32,
cap and trade, and the cap-and-trade auction, the one aspect that will most directly affect
California customers—the Climate Dividend—is lost. In fact, so little is known and understood
about it that pollsters rarely ask about it. However, in our May 2013 poll of over 1,000
Californians, 57% support the Climate Dividend aspect of cap and trade. And, of the 23% who
oppose it, many indicated their stance is due to a lack of information on the topic.>?
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Conflicting messages and a flood of information have only served to confuse Californians and
create suspicion and pessimism among them. As the implementation of AB 32 nears, the
“noise” surrounding it has decreased—and, as a result, feelings toward it have grown more
positive. It will be key to find the sweet spot, the right combination of how much and what kind
of information to share with the public, in addition to determining how to share those
messages. Just enough of the right information can serve to inform, educate, and, perhaps,
motivate Californians. Too much could tip the scales to confusion and mistrust.

What it means: Californians have long been environmentally conscious early adopters of green
policies and programs. They have also historically faced paying for that innovation in higher
energy costs and other pass-through charges. Current sentiment reflects this desire to do
something about climate change along with an unwillingness to do it at the expense of the
economy. Balancing the message between the greatest benefit for the environment and the
minimal cost for Californians, with just the right amount of information, will help ensure positive
reception.



R.11-03-012 UNC/jt2
Appendix 2-20

Page [19

Customer Information Study and Key Takeaways

With a topic as broad as this is—including greenhouse gases, AB 32, cap and trade, and more—
it’s just as vital to get a closer look at specific customers’ feelings, beliefs, and concerns as it is
to examine any overarching marketing conditions.

Quantitative research

To develop a detailed picture of the audience, quantitative research was conducted in May of
2013. Questions ranged from broad environmental issues down to customer sentiment about
the specifics of AB 32. This Climate Dividend Quantitative Research was a random sample of
1,200 energy customers from across the state of California. They were interviewed by phone
(combination of land lines and cell phones) May 2-8. While the research findings are included in
their entirety in the appendix of this document, some notable findings—and what they mean for
the message—follow.

BASELINE DATA

1. The Environment

e 78% had heard of greenhouse gases (GHGs)

* 69% said there is a link between global warming and energy usage

e 67% acknowledged that some action is required to help stop global warming
* 56% stated they are willing to pay more if it means stopping global warming

What it means: There is an existing baseline familiarity with the concept or language of GHGs.
Over two-thirds of survey respondents have made the connection that global warming is
connected to energy use. That same number also acknowledges that some action is required to
help stop global warming. This suggests a significant receptive audience when packaging the
CA Climate Dividend program as, in part, a “solution” toward stopping global warming.

2. The CA Climate Dividend

When asked what their reaction would be upon seeing a credit on their energy bill labeled

“Climate Dividend” (prior to receiving a description of the program):

* 56% either had something positive to say about the Climate Dividend or would like to know
more about it

¢ Only 15% had a negative and/or skeptical reaction

¢ Most of the respondents (84%) who wanted more information about the Climate Dividend
would look for it online

After a brief description of the CA Climate Dividend, the reactions to the program remained
virtually the same.

What it means: At the minimum, a moderately detailed explanation of the CA Climate
Dividend will need to be standardized and made available on each energy provider company’s
website, as well as that of the Public Utility Commission. Because the sentiment after receiving
the “just the facts” description of the program remains fairly consistent with opinions prior to
receiving it (even among those who are undecided), a different type of description is needed to
change customers’ perception. Making the CA Climate Dividend more relevant to the consumer
via the value proposition, connecting the program description back to the overarching goal of
addressing global warming, or answering simply for “so what” are possible solutions.

3. The Energy Bill

¢ 25% stated that they read all their energy bill

¢ 25% stated that they read some of it

¢ Another 21% stated that they at least glance at it
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e Those who favor the Climate Dividend are slightly more likely to read their energy bills
(53% vs. 45%)

What it means: A message delivered with the bill has a good potential of reaching 25% of the
target audience.

4. The Money Matters
* 61% said they expect to have to pay more for energy because of this program
*  39% said the Climate Dividend will benefit them financially

What it means: Focus should be given to the actual amount of the Climate Dividend, as well
as its frequency of delivery. It will be especially helpful if the value proposition ties to the
delivery of the actual credit.

5. The Motivating Factor
* 68% said the Climate Dividend will encourage them to save energy

What it means: Even without explanation as to how the CA Climate Dividend will help reduce
carbon emissions, more than two-third of consumers are making the connection to their own
reduction in energy consumption. This suggests that delivering that connection directly in the
messaging will help pull that number up even higher. Plus, there may be a secondary
opportunity to encourage and educate consumers about ways to reduce energy use.

OPINIONS

1. Support

Top Reasons for Supporting the CA Climate Dividend Program: Responses to Open-Ended

Questions

e The money from the credit is good/will help me: "It is always good to have some type of
credit.”

¢ It's good for the environment (air quality, GHGs, global warming): "It sounds like it would
be beneficial to the environment.”

I want businesses to reduce their energy usage: "It would force the business to initiate
better usage of the energy.”

What it means: Those in favor of the plan support climate solutions and seem receptive to the
idea of both contributing and being acknowledged for their involvement. Make them feel like
their contributions (alongside those of the industries reducing their emissions) will make a
difference and, where possible, show them what that difference could look like in the long term.

2. Oppose

Top Reasons for Opposing the CA Climate Dividend Program: Responses to Open-Ended

Questions

¢ It's not a real solution or won't solve the problem: "It is like they are buying credits, and
they increase pollution instead of reducing it.”

¢ Customers would end up paying more in the long run: "They will just pass the burden to
consumers.”

e It's not the government’s place or I don't trust the government: "It is more government
control.”

What it means: These issues may be addressed and diffused by providing access details of the
program (via website links or additional reference sources) and describing why the program will
work in a direct and transparent way.
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The breadth of findings from this quantitative research was used to inform the stimuli brought
forth into the next round of discovery via qualitative research.
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Qualitative research was conducted to inform the development of the communications approach
and specific messaging around the Climate Dividend to residential customers. Three sessions of
two focus groups each were conducted in May 2013 in San Diego, Riverside, and Sunnyvale.
These locations were selected to capture a cross-section of the state’s population, including

rural and urban dwellers, high and low income, multiple ethnicities, and both IOU and

CCA/DA/ESP customers.

In these sessions, a variety of stimuli, including both concept statements and visual direction,

was used to:

¢ Understand current awareness (if any) and perceptions of the program.

* Explore comprehension and perceived relevance of the program (based on a written

description).
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* Identify perceived benefits of the program, anticipated actions taken as a result, etc.
* Explore receptivity, relevance, and comprehension of a humber of conceptual messages
for the program.

A complete summary is included in the appendix of this document. However, some key findings
captured within the qualitative research that helped further shape the final strategic framework
are noted here:

Awareness and perception of the program

None of the participants within this study had any prior awareness of the CA Climate Dividend.
In absence of further explanation, most participants automatically concluded that the program
was some sort of “energy reduction” program involving an incentive for customers to reduce
their own consumption.

"I assume you get some sort of rebate for conserving energy.”

“Probably it is something that you get when you do certain things to reduce your energy
use.”

“I wonder if this might be some extra credit from PG&E because we used less.”

What it means: Even without explanation, consumers are prepared to make the connection
with a reward for reducing energy consumption. While not the true intent of the program, this
does suggests that there may be an opportunity for delivering energy-saving tips and programs
through these communications.

The majority of customers agreed with reducing GHG emissions and reacted favorably when
this was referenced as context for the dividend.

Comprehension and perceived relevance

A series of simple, one-line statements were presented to participants, introducing the Climate
Dividend. The statements were met with a mix of interest, apathy, skepticism, and a desire for
additional information.

“I'd want to know why I was getting this.”

“Sounds good to me. Credit my bill, baby.”

“I'm not sure I would go there, but it would make sense to have a link to a website
where people who wanted to get the details could go.”

What it means: While customers are generally pleased with receiving a credit, it is helpful to
provide access to further details on the credit and explanation on the objectives and long-term
impacts of the program. A simple “reason why” often seemed to be enough to satisfy
customers.

Consumers want assurances about the source and impact of the credit (revenue generated
from the program is paid out to customers, not funded from state budget, not a refund of
overcharges, can help offset any economic impact of the program on prices or rates), but do
not need or even want a lot of detail on cap-and-trade or revenue allocation.

When providing greater detail, care will need to be taken to strike the right balance of
information.

A candid description
Despite wanting more information, customers ultimately still need the explanation to be simple,
straightforward and non-technical. Reactions to a detailed description of how the cap-and-trade
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program is being conducted and how it generates funds that go back to the public were met
with concern.

“This sounds like it was written by a lawyer or someone who is used to using tariff
language.”

“Can’t they just make it simple?”

“This sounds like AIG or Enron. It's the kind of thing that can easily be manipulated.”
"I don't believe cap and trade works. It's just going to drive industry out of California.”

What it means: There is an underlying skepticism or concern that cap and trade may be an
opening for increased bureaucracy and that it may drive some businesses to leave California. A
basic description of the program, devoid of technical or political language, will lend itself to the
perception of transparency among residents. Plus, providing a vehicle to give consumers a
voice may help to mobilize advocacy and offer a platform for diffusing skepticism by calling
attention to successes and milestones.

When describing the Climate Dividend, It
will be Important to follow these guldeposts:

SAY
Explain “dividend” using basic benefits

Helps clean the air

Helps the environment

Slows down climate change
Improves air quality

Makes for a cleaner California

Lead with credit: mention first, explain how much and
when they'll receive it

Equality: all households receive credit
+ same amount

Twice-yearly credit (amount, how often)

DON'T SAY

Cap and trade: descriptions bring up questions
and suspicions

Tighter cap on industries: sounds like it might be
hard on business

Limits on the amount of GHGS: confusing, just say
“reduced”

Businesses trading credits: brought to mind cor-
ruption and administrative costs
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The role of visuals

Most agreed that there could be a role for visual communications around the program,
particularly in initial announcements, ads, and/or explanations of the credit before it appears on
the bill. Reactions to the stimuli presented provided the creative development team with clear
direction and a strong leaning toward two of the concepts.

Qualitative research participants, in their own articulations, said that desired messaging about
the Climate Dividend would:

¢ Clearly showcase the ultimate benefit of cleaner air.

¢ Give a brief statement of the purpose and the context.

* Provide some detail of the actual credit (amount, timing, recipients).

¢ Assure customers about the source and the impact of the credit.

The collective findings from both sets of research—quantitative and qualitative—plus an in-
depth look at the state and its people were the basis for the recommendations contained in this
report. They informed the tactics, strategic framework, implications, and final creative platform.
Together they shaped how, when, and where to optimally speak to Californians about the
state’s Climate Dividend program.
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Section 3
Strategic Framework
Focus on the ultimate benefit

Master Strategy

Gain attention and connect with customers by showcasing the ultimate benefit that
the California Climate Dividend represents: clean air.

The overarching objective for AB 32 is to reduce GHG levels by a significant amount. While the
mechanics of this effort, to a great deal, center around large industry and massively scaled
solutions, public participation provides many benefits toward achieving this goal. A strategy
that generates a positive reception in customers has many benefits:

* An open and willing public provides support for industries while they undergo transition
toward smarter solutions.

* They reward this innovation through their purchase decisions.

* They help shape, accommodate, and align with policies and policymakers as they enact
meaningful changes.

e They contribute to overall GHG reduction through their decisions and behaviors.

Therefore, the best strategy for educating the public on the allocation of a Climate Dividend will
be one that positions the value proposition of the Climate Dividend addressing customers’ core
desire. Customer insight and data shows that this can be done by highlighting the ultimate
impact on the environment the cap-and-trade program provides—GHG reduction. Connecting
the Climate Dividend to clean air drives both a positive perception and positive behavior.

Customer Sentiment

The strategy for this effort was arrived at after reviewing the body of evidence available
through broad-based queries, a quantitative study, and direct conversations with customers.
Press coverage of the topic has revealed a level of concern and uncertainty about the cap-and-
trade program. While there is positive support for it, it is often outweighed by less-than-
favorable stories, as illustrated by the Redding (CA) Record Spotlight:*

In the rosy [possible future] . . . technological innovation and savvy policies to promote
renewable energy succeed in proving California can have it all—a strong economy that
nonetheless reduces the carbon emissions that, over time, threaten to dramatically
warm our friendly planet. The naysayers will be proven wrong, and where California has
led once again the world will follow.

Or, in the pessimist’s scenario, inevitably higher prices for energy—unavoidable under
cap and trade—and the related bureaucratic burdens on business expansion further
hobble the state’s already limping economy. The economy shrinks. Families leave. The
state might reach its goal of returning to 1990s-level carbon dioxide emissions by 2020,
but only through a wholesale reversal of growth. . . . “"Even if California shut down every
power plant and took every car off the road, global emissions are growing so fast that
they’ll rapidly make up the difference.”

As customer research was carried out through surveys and conversations, customers showed a
tendency to trend toward pessimism and doubt. The topic of cap and trade, especially the

details around auctions, regulations, and revenue allocation, appeared to produce a somewhat
negative effect. It caused customers to question just about everything related to the program.
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Its intent, effectiveness, management, economic impact, wisdom, and more appeared to
concern and sometimes frustrate customers.

This is not a condemnation of the program, but instead a reflection of how customers in the
general public process information. They are not at the policy level and are not in the position
to develop or judge such a program. When the conversation moves into these areas, the
somewhat negative response almost can’t be helped. It's only natural that, when presented
with numerous facts, a customer has to respond by trying to comprehend, relate to, and,
ultimately, judge them, even when they don’t give them the level of attention required for true
assessment.

However, this does not mean that the CA Climate Dividend is destined for a harsh reception. On
the contrary, in a variety of research settings, customers generally met the dividend with happy
optimism. This is because they could relate to the dividend—not in its creation and distribution
but in what it represents in terms of the environment. Moreover, customers have shown that
they do not need all the details behind the Climate Dividend. They are, instead, more interested
in what they can do to contribute to GHG reduction.

mmple

)

Customers generally desire a more simplified and direct explanation of the CA Climate
Dividend:

e What is it? A twice-yearly credit on your energy bill

e What does it represent? Cleaner air from reduced greenhouse gases

* Who gets it? Every electricity customer receives an equal amount

¢ Where does it come from? Revenue generated by a program that reduces industry
emissions

While customers may choose to look deeper, they don’t need to look deeper. Enabling them to
dig into other parts of the story, in their own way, appears to be a more desirable approach.
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Given that customer education can be carried out over a period of years, through a variety of
channels, it becomes even more probable that a communication approach can be executed that
provides customers an ever-deepening exposure to the facts of the CA Climate Dividend.

The culmination of research and consideration for the overall objectives of AB 32
have led to a strategic approach that places the benefit at the forefront of the
customer education campaign and delivers additional detail through the capabilities
of a well-staged campaign.

e Position the Climate Dividend as a positive sign of cleaner air

* Inform and educate that climate change is being addressed

* Keep information to a minimum and highlight the overall benefit
¢ Enable customer exploration of deeper information

* Encourage participation in customer GHG reduction

This strategy is the best approach to educating and informing customers in a way that is
meaningful to them and delivers on overall program objectives.

Leading with benefits provides bottom-line benefits.

The potential outcomes for this customer education approach appear beneficial for achieving
lower GHGs without undue expense or resource requirements. By focusing on the ultimate
benefit of the program, customers are more likely to support and align with the program:

* This means policymaking and implementation receive greater support.

* It also means customers are less likely to oppose the program in material ways, which
often lead to slowdowns, extra costs, and other inefficiencies.

* Positive sentiment guides the customer through program information more effectively.

Customers are also more likely to share opinions about GHG reduction in a positive way with
their peers, friends, and associates:

e This advocacy generates positive word of mouth, a powerful and essentially “free” form
of customer education.

e This helps others gain awareness and form their own viewpoints and; it can even drive
people to GHG-reduction solutions.

e Such word of mouth can also influence news outlets and the overall public dialogue.

Customers are also more likely to lower greenhouse gases through their choices, actions, and
sustained behaviors:

¢ Increased awareness among customers on how their actions contribute to GHGs helps
them modify their behaviors.

e Customers can increase participation in energy solutions by adopting alternative
generation or green sources, energy-efficiency products, and even specific rates.

¢ Continued and considered support of business helps keep commerce flowing and ensure
healthy economic conditions as the program takes effect.

Customer information and education that delivers the strongest impact for the overall public
good would logically be an appropriate and astute use of this ME&O effort.
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Strategic Summary

Gain attention and connect with customers by showcasing the ultimate benefit that
the California Climate Dividend represents: clean air.

Business Strategy

Efficiently enhance overall GHG-reduction efforts through:

Customer accord—Encourage alignment by focusing on lower GHGs.

Customer advocacy—Motivate Californians to help spread the word in their communities.
Customer contribution—Inspire customers to participate in energy solutions and support
ongoing commerce.

Communications Strategy

To fulfill customers’ core desire of a cleaner environment:

Tell the strongest story—Focus on the ultimate benefit.

Deliver it in a top-down manner—Use channels and timing to provide the depth of
information.

Enable customer exploration of information—Help the customer unfold the topic in the way
and depth they require.

Drive responses ranging from education to energy management engagement—Use
direct response methods to drive a feeling of open accessibility to information and guide
customers to the information they need.

Share a story customers can relate to, embrace, and apply in their own lives.

Based on the strategy, communications should take a top-down approach, showcasing the
overall benefit of the program as the wrapper to the story and delivering increasing amounts of
detail through the channels and timing of outreach. This approach helps open customers to the
message initially and creates a more inviting platform for communications over the two-year
campaign period.

Starting with and building on the ultimate benefit of cleaner air connects the Climate Dividend
quickly and easily to customers’ core desire: They hope for a solution to climate change and,
though they show a tendency to question the mechanics of achieving this solution, they are
ready and eager for action to be taken.

There is, in fact, a lot to the story of the dividend, including it being an allocation of revenue, its
source in cap and trade, and its connection to GHG reduction among industries and businesses.
Delivering those incremental messages over the life of the campaign, in complementary stages,
will give customers a better chance at absorbing the details and understanding how they are
relevant in their own lives. The strategic road map uses the full two years of its scope to layer
messages together to form a more complete picture over time, beginning with the environment
and ending with more details on cap and trade.

For customers who are more inclined to dig deeper faster, the details of cap and trade, auction
revenues, and their return to the public should be available. Options for using online resources
or a call center need to be made clearly evident through all customer communications. This
lends to the air of transparency and accessibility that the campaign should have. Furthermore,
this can become a tactical advantage in terms of direct-response media, which is covered
further in Section 6 of this report. In short, this means offering customers something they can
order, such as an “information kit,” through a response mechanism can serve the purpose of
informing customers who are so inclined while also allowing a potentially more cost-effective
media spend by nature of its direct-response approach.
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Customers looking for further information, initially or over the life of the campaign, should also
be educated on solutions that they themselves can participate in to contribute to GHG
reduction. In fact, it's more likely they would choose such forms of added content over the
mechanics and logistics of the cap-and-trade program. These solutions can range from simple
behavioral changes to energy solutions or even alternative generation. Such solutions add to
the overall reduction of GHGs while providing a sense of inclusion and empowerment for
customers. This also helps tie the ME&O efforts for the CA Climate Dividend to other energy
management solutions in place throughout the state.

Overarching

Objective

Strategic Vision

Principlas

Guidelines

Educate Customers on California
Climate Dividend in Support of AB 32 Objective
for Lower Greenhouse Gas Emissions

Generate positive customer receptivity
by connecting the dividend to a clean air solution

Transparant & Simpla, Positive & Progressive, Inviting & Enabling

Solution-Focused

Banafit-Orantad

Response-Inspiring  Exploration-Enabling

Exacutional
Pillars

1 Topic

It's about the
anvinonment, about
batter, claanar air for
now and the future.

Dividand is & sign of a
solution fior climats changs

Claan air, less pollution,
mitigation to climate changs
ars al key desiras
Customers otherwise want
o know sbout the dividend-
-howe much, how often, who,
and if they have control

oVET It

Otnar information an
lownaring GHGE

2

Content
Inform, dion't explain.
Help customers absorb and
procass in their fashson.

Tha fundamental nacassity
of tha environmeant

The basice of the dividend

Tha mathods and channels
to ook furthar

The rols GHGE play
Idess and options for
reducing GHGs

hora detail on cap-and-
trada program

3 Delivery
Prezant the story in
suitabde layers, In 4 top-down

way, £0 customers can absor

over time.

Uiss campaign concapt s
*wrappsr® to connect the
dividend to claan air

Provide additional piscas of
nficrmation aligned to the
depth/format of the channal

Imvite customears into
the story for sclution
participation and added
datail

Drrive helpful response in the
form of behavior change,
energy solutions, sdvocacy
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Section 4
Customer Targets
Californians classified

Grouping customers by reach and attitude

In a broad sense, the target for this program is all Californians. The task—informing and
educating practically every household that will receive the Climate Dividend—means the first
and most important objective is to reach those customers. Even though informing everyone is
impractical and unlikely, the statewide scope has led to a targeting approach that groups
customers primarily based on how they can be reached.

Consideration was also given for how energy consumers might react to outreach based on their
attitudes and beliefs. However, those beliefs were not aligned to a particular customer type,
demographic, or area. This means that although different beliefs and attitudes toward the
Climate Dividend (and cap and trade) exist, they are not actually targetable through outbound
communication channels. The target groups reveal the share of favorability and opposition in
each group, but it is not possible to know who in each group has those attitudes.

In addition, it was learned that the core desire for customers—cleaner air—was somewhat
universal and cut across culture, income, ethnicity, and location. The main message developed
to raise awareness for the dividend was seen as impactful regardless of such distinctions.
Forming targets based on reach, therefore, provides a way to align channels and tactics to
ensure that customers hear the message. While other, more complex, targeting approaches
were explored, it was determined that the most efficient and effective solution was this general
reach-based approach.

In order to size these targets, and to understand how sentiment and beliefs are represented in
each, the May 2013 quantitative study was used as a baseline. Comparing the results of this
research to other information sources confirmed the general distribution found through the
quantitative research.
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25% 62% 13%

Target 1: Read Bill Target 2: Broad Outreach Target 3: Hard to Reach
(ca. 3,100,000) (ca. 7,700,000) (ca. 1,600,000)

58% 57% 50%

Favor Favor Favor

21% 26% 14%

Oppose Opposs Opposs

21% 17% 35%

Don’t Know Don’t Know Don’t Know

All California Electricity Customers (ca.12,400,000 houssholds)

Source: United Stated Census Bureau, “State & County QuickFacts: California,” [website]
<http://quickfacts.census.gov/qfd/states/06000.htmI>, accessed June 13, 2013.

A note on the hard to reach

Throughout the development of the Market and Customer Conditions phase, insight was gained
into the vast diversity of Californians. How, if at all, diversity affects customer awareness and
beliefs toward GHGs and climate change was explored. Communication differences were also
researched, including language barriers and approaches to seeking information.

As previously mentioned, and as validated through the May 2013 quantitative research, for the
most part varying sentiment and information needs do not reside in any specific channel or
customer segment (such as ethnicity or income). All unique customer segments of Californians
contain pockets of proponents, opponents, and the undecided.

This conclusion was further validated with the qualitative research, which showed that generally
all customer types gravitated to a single messaging hook. This hook captured the attention of
and was favored by all customer types, regardless of ethnicity.

However, these factors do come into play when reaching customers. They are, as described,
hard to reach. Within the quantitative study, it was this more ethnically diverse and lower-
income customer that tended to neither consume mainstream broadcast media nor read their
energy bills. The overlap between a common definition of “hard to reach” and the group of
customers who will be hard to reach through this education program has led to the formation of
this particular target. In other words, neither ethnicity nor income was used to develop this
target. The ability to reach the group was the defining factor.
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Reach Targets

Target 1: Read Bill

These are customers who read their electric bill in its entirety and represent 25% of
households. Ideally, the most efficient channel will be the electric bill itself, and reaching
customers through that channel is ideal. However, as the placement on the bill for the Climate
Dividend will vary, and many customers indicated they only glance at the bill, it is important to
size the group of customers who are most likely to be informed through this channel and assign
them as a target. It cannot be assumed that 100% of this target will, in fact, see the CA
Climate Dividend on their bills. However, 85% of this target can also be reached by traditional
media. The combination of bill and broad outreach will be especially effective for them.

General Profile This group skews older, with 36% over the age of 55. They are more likely to
own their home (57%). Three-quarters have at least some college education. Their household
incomes are comparable to the overall California population. 52% are Caucasian, 20% are
Hispanic, 12% identify themselves as multiethnic, and 4% are African-American.

As far as their attitude toward the Climate Dividend (and the cap-and-trade program that it
represents), well over half of them favor it. They cite financial gain and a positive
environmental impact as key drivers to that sentiment. Reasons for opposition include a
disbelief that it will actually work and a concern for high prices.

Sentiments & Beliefs When asked about their reaction to a credit on their bill called the CA
Climate Dividend (without a detailed description), most either had a positive reaction or wanted
more information. Around 20% said they wouldn’t know how to feel about the Climate
Dividend. 23% would want to know more about it. For the most part, this target has heard of
GHGs (84%) and is more receptive to the Climate Dividend program. After hearing a brief
description, a majority (58%) favor the Climate Dividend.

Target 2: Broad Outreach

This is the largest target group, representing 62% of households, and the one most readily
accessible through traditional broad-based outreach tactics. However, they may not read their
bill or may only glance at it. They do consume over 6 hours of traditional media each week,
including TV, radio, and Internet, and are likely to be reached through these channels, which
may lead them to pay more attention to their bill.

General Profile This target is younger, with 42% under the age of 35. About half own their
home and half rent/lease their home. Around 70% have at least some college education, and
their incomes are also comparable to the overall California population. 50% are Caucasian,
24% Hispanic, 12% Asian-American, 7% identify themselves as multiethnic, and 5% are
African-American.

Their levels of sentiment look much like the Read Bill group.

Sentiments & Beliefs Similar to the Read on Bill target, when asked about their reaction to a
credit on their bill called the CA Climate Dividend (without a detailed description) most either
had a positive reaction or wanted more information. 22% would want to know more about it.
This target also has heard of GHGs (80%) and is more receptive to the Climate Dividend
program. After a brief description of the Climate Dividend, they favor the program (57%).

Target 3: Hard to Reach

This group is minimally exposed to traditional media, consuming less than 6 hours each week,
and they are not likely to review their bill. They make up 13% of California households. As
demonstrated within the Market and Customer Conditions section, California’s diversity in
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geography, culture, ethnicity, and language provide a hurdle in delivering reach. This is a likely
driver for this target’s isolation from mainstream and energy company communications. Also,
demographic data collected through the quantitative study confirmed their greater propensity
toward ethnic and income diversity.

General Profile This target’s age is comparable to the overall California population. 60% rent
their homes, and 51% did not attend college. Their incomes are drastically lower, with 76% of
households making less than $50,000 per year. 28% are Caucasian, 54% Hispanic, 12% Asian-
American, and 5% African-American. This target is also more likely to live in the Central and
Southern Farm region (23%).

Their opinion of the Climate Dividend is much more likely to be in the “don’t know"” category
than the other two targets. Still, about half say they favor it and only about 14% (the smallest
portion among the targets) say they oppose it.

Sentiments & Beliefs When asked about their reaction to a credit on their bill called the CA
Climate Dividend (without a detailed description), 39%—a considerable amount—said they
would not know what to think about it. 21% would want to know more about it. This target is
much less likely to have any awareness of GHGs (56%) and less likely to understand global
warming and the Climate Dividend. While half say they support the program after a brief
description, 35% continue to be undecided about the Climate Dividend.
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Details on Reach Targets

Yas

READ BILL

AWARE OF GHQS
B4%

SENTIMENT

BROAD
OUTREACH

Column %

HARD
TO REACH

B0% 56

REACTION TO CLIMATE DIVIDEMD (BEFORE DESCRIPTIOM)

Pogitive (general) 34%4 37% 16%
Want to know more about it 23% 22% 21%
Suspicious of it or not trust it 8% 7% 9%
Surprisad or confused 8% 10% 9%
Megative (general) 3% 4% 3%
lgnore it 1% 3% 3%
Don't know 21% 17% 39%
Favor BE8% B7% 0%
Oppose 21% 26% 14%
Don't know 21% 17% 35%
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DEMOGRAPHICS

BROAD

OUTREACH | TD REACH

Column %
1824 2% 19% 168%
2634 11% 20% 12%
644 20% 203 20%
4554 1% 168% 168%
Eh-G4 165%% % 19%
G5+ 22% 2% 13%
Crami B B0 S8%
Flart 40% 47% B0
Leass 3% 3% 4%
e
Some high achoaol 6% H% 18%
f;ﬂ:l““’ high 17% 1% 33%
Some college 18% 18% 16%
Two-year degras 10% 9% 11%
Four-year degres 28% 27% 1%
Post graduate 168% 16% 6%
African-American 4% 8% 5%
ﬂ:lg:“"‘“' 1% 12% 12%
Caucasian 2% B0 268%
Hizpanic 20% 24% 54%
Multiathmnic 12% 7% 0%
Cithar 1% 1% 1%

Under $30k 2054 27% 54%
§30k—549k 1% 16% 22%
F50k-F74k 15% 16% 6%
75500k 14% 17% 6%
1005149k 16% 14% 5%
§150k—5190k 4% 7% 4%
F200k+ 4% 5% 3%
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Differences by Region™

To increase learning and actionability for the targets, especially through localized and
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community efforts, they have been further identified by geographic region. For example, over
90% of households in both the Bay Area and the Central Valley are reachable (in the Read Bill
and Broad Outreach targets). By comparison, only 79% of the households in the Central and

Southern Farm region are reachable.

*Regions were defined from the CDSS/DAPB study.

_— 58%
Fiead Bt e DIFFERENCES BY REGION: REACH TARGETS
skan 478,031
North & 1 3 D/ ]
Mountain
Hard to Reach
1,601,975
12%
Hard to Reach
88,701
8%
;'iiﬂ?;() Reach 25 ajfo
27, Read Bill
Fead Bl TOTAL 3,095,684
248,207
Gentral 12;400,000
vallay
86% 62%
Fieh Srmach Broad Quireach
25% ke 7,702,342
Raad Gill
822 95
Bay Area
8%
Hard to Reach
197,560
67% 219 63%
Broad Qutreach Hard to Fsach Broad Outreach
1,632,641 365,108 2,058,880
13%
Hard to Reach
30% [l Pehen )
Rea Bill e
531,483
24%
50 D)‘El Read Bill
Broad Outreach T4
883,230

21%
Fead il
674,757

Outraach
2,040,308

14%
Hard o Reach
453,056
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Differences by Sentiment

Even though the target definitions are based on reach, and thus focus on outbound
communications, it is expected that the different sentiment groups within the population could
react differently. These groups will have varying reactions and additional informational needs
that, when fulfilled, can engender a positive outlook and potentially motivate consumers to
engage in further reducing their own GHG footprint.

Generally, most customers are in favor of the dividend—albeit with differing primary reasons.
The remaining Californians are either opposed to it or simply not sure. Those opposed also
differ in their rationale for being opposed.

Favor Dividend—Why? The top reason for supporting the CA Climate Dividend is that they
believe it will help the environment or reduce the effects of global warming (26%). Another
23% say the money or credit will help them reduce their monthly bill.

Oppose Dividend—Why? 40% of those who oppose the CA Climate Dividend do so because
they do not believe the dividend will help solve the problem of global warming or reduce GHGs.
Another 20% think they will just end up paying more in the long run and the cost is not worth
such a program. Others (12%) do not think it is the government’s job or simply do not trust the
government.

Undecided on Dividend This group includes only those who, after given a brief description,
either do not understand the program or have no opinion. It accounts for 20% of California
households.

As with reach, sentiment toward the Climate Dividend is not isolated to certain customer types.
However, males are more likely to oppose the dividend, while females are more likely to not
have an opinion on the program. Ethnic minority groups make up 58% of the proponents.
Among the opposition, 64% are Caucasian.
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FAVOR OPPOSE
DEMOGRAPHICS DIVIDEND | DIVIDEND

Column %

UNDECIDED
ON
DIVIDEND
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18-34 37% 33% 33%
35-54 42% 34% 36%
55+ 21% 32% 31%

Male 48% 60% 39%

Female 52% 40% 61%
African-American 7% 2% 3%
iﬁfﬂ:i :‘;Ifsia"' 14% 5% 15%
Caucasian 42% 64% 43%
Hispanic 28% 19% 32%
Other 9% 10% 6%

Under $50k 50% 39% 91%
$50k-$99k 28% 33% 23%
$100k+ 21% 28% 26%
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Regionally*, the Bay Area has the highest favorability (63%) towards the CA Climate Dividend.
By comparison, only 36% of the households in the North & Mountain region have a favorable
opinion of the program. Households in the Los Angeles and North & Mountain regions are more
likely to be undecided about the CA Climate Dividend.

*Regions were defined from the CDSS/DAPB study.

DIFFERENCES BY REGION:

28% ay
Undecided an Dividend s o A SENTIMENT TOWARDS THE CLIMATE DIVIDEND
228,55 206,843
Morth &
Mountain 21 O/O
Undecided on Dividend
36%
OpstBDi\'iaBn: 2,511,130
208,843
28%
Oppo:e Dividend 56 0/0
258,601 Py
3 Favor Dividend
. 18%
i T TOTAL 7,004,184
) 10640 12,400,000
23%
B54% Oppose Dividend
Favor Dividend 2,884,686
18% 508,830
Undecited on Dividend =
438,455
Bay Area
19%
Oppose Dividend
487,830
. 27%
63% Oppose Dividend
Fawor Dividend 883,162

1,648,376

& 16%
¥ Undecided on Dividend
L1

21%
Undacided on Divid
382,786

California

" central&
Southarn
Farm

249
/o
Oppose Dividend
435,343 . o Favor Dividend
B66% 52 /c!n PPt 1,840,445
Jor Dive ndecided on Dividen:
Favor Dividend B0zt
17% _
Oppose Dividend 67%
540,154 Fwor Dividend

1.817.826

What will be their likely initial reaction?

Respondents were asked to report their possible reactions if they were to see the Climate
Dividend as a credit on their energy bill. Their responses further help in understanding the
makeup and mind-set of these segments.

Favor Dividend Generally, these customers are aware of GHGs and receptive to the topic. If
the Climate Dividend is seen on the bill first, they are likely to want to learn more about it.

Oppose Dividend These customers are also likely to be aware of GHGs and receptive to the
topic. However, if the Climate Dividend is seen on the bill first, they would be more suspicious
or confused than the ultimate proponents.

Undecided on Dividend These customers are the least apt to be aware of GHGs. They also
appear to be the least interested. Nearly 40% (37%) reported they don’t know how they would
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react if they saw the Climate Dividend on their energy bill. They also are not any more likely to
want to learn about it than those in the other two segments.

FAVOR OPPOSE UNDECIDED ON
DIVIDEND DIVIDEND DIVIDEND

7,004,184 2,884,686 2,511,130

Column %

AWARE OF GHGS

REACTION TO CLIMATE DIVIDEND (BEFORE DESCRIPTION)

Yes

Positive (general) 40% 26% 21%
Want to know more about it 25% 17% 22%
Suspicious of it or not trust it 5% 17% 6%
Surprised or confused 8% 14% 10%
Megative (general) 2% 9% 3%
Ignore it 2% 4% 3%
Don't know 18% 14% 37%

Acting on the Segments

Once aware, some customers will want additional information. Even though the differing
sentiments and potential information needs cannot easily be aligned by channel or customer
demographic, content in response channels should account for the benefits (financial and
cleaner environment) and the skeptical beliefs (solution won’t work or it will cost too much)
inherent in customer attitudes.
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Section 5
Tactics & Channels
Solid impact

Delivering customer education and outreach for the California Climate Dividend in an
impactful, practical, sustainable way.

Overview

Campaign tactics and channels for this program have been selected to provide solid and
sustainable impact on customers in a cost-effective way. The goal is to ensure customers
understand that they are receiving a credit and that that credit represents cleaner air and a
solution to climate change, as the strategy has outlined.

Reaching customers is key. Informing and educating them ensures they will recognize and
understand the credit that appears on their electricity bill. Not reaching them creates the
possibility of concern and misperception, potentially creating issues ranging from customer
management to negative public discourse. The targets developed in this recommendation
reflect the importance of this objective, as well as the fact that, while customers are very
similar in the message they resonate with initially, they can be quite different in how they react
to that message. Therefore, recommended tactics include both a far-reaching outbound
campaign and a series of vehicles and channels to not only increase overall awareness, but also
satisfy target needs as they react to the message they hear.

In actuality, this creates an opportunity, as execution of the campaign can both raise
awareness of the Climate Dividend and relate it to the larger solution of clean air. This means
creating real and tangible associations between the two and using the context of cleaner air to
direct customer reaction. As targets seek information about the Climate Dividend, they can
engage in the topic of a smaller carbon footprint. Tactics have been developed and channels
recommended to enable customers to explore this information in easily accessible ways and
directly participate in GHG reduction through their choices, actions, and behaviors.

In the end, the recommended tactics are designed not only to deliver the message to
customers, but also ensure they hear the message, give it attention, and interact with it in
meaningful ways.

While this may seem an ambitious endeavor for a simple Climate Dividend, it falls in line with
the requests of Decision 12-12-033: to expand upon the purpose and value of the Climate
Dividend. Better yet, it can be done both effectively and efficiently given the right mix of
channels and use of tactical elements. There’s also incremental value in how the tactics
recommended easily lead to other program solutions under AB 32. Given the need to execute a
plan that hits on these key objectives while remaining conservatively priced and competitively
neutral, guideposts have been developed. These were also used to shape tactical
recommendations contained in this report and should be employed by any parties executing
this plan. They include:

¢ Cost-effectiveness: In order to maximize revenue allocation

¢ Cross-cultural and multiple-target compatibility: To appeal to diverse California
customers

* Longevity and sustainability: To ensure the campaign can not only endure effectively
over the two-year outreach window, but potentially provide value as a platform for
ongoing communications
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* Low administrative requirements: To ensure the tactics are executable across
various markets and energy providers in a practical way

* Adaptability and the ability to evolve: To accommodate program changes and keep
customers properly informed

Overall Communications Approach

A plan has been developed to expand on the value and purpose of the Climate Dividend and to
achieve maximum feasible awareness, based on available data and learning. Recommended
tactics include the use of a simple and hopeful representation of the Climate Dividend to help
customers receive the good news with positive feelings. This representation should invite
customers to engage further to learn more about the dividend, climate change, and clean air. It
should also be portable, shareable, and easily distributed, both physically and digitally. An
online resource or centralized program website should be created for customers to learn more
about every aspect of the dividend, as well as to connect customers to other energy solutions.
And a simple set of email communications should be developed so customers can stay up to
date, get more information, and receive tips and ideas for reducing their GHGs.

A variety of low-cost, high-reach channels should be used to spread the word quickly and loudly
over a short period. It is recommended the campaign ramp down between credits and run only
through simple, low-cost, and “always on” channels. Deploying localized advertising and low-
cost community channels is also recommended to inform and educate the hard-to-reach
customer who may miss other messages. The recommended plan, detailed throughout this
section, includes:

¢ Multichannel execution to ensure thorough coverage and the ability to tell incremental
parts of the story through varying channels

* A broad spectrum of low-cost touches, complemented through broadcast media, to help
reach a large number and diversity of customers in a short period

e “Pulsed” broadcast message timing to coincide with the credit and elevate awareness at
the most appropriate time

¢ Embedded response mechanisms to enable customer access and perhaps secure more
favorable media spends (direct-response media)

¢ Widely deployed and easily recognizable iconic reminders

¢ Shareable assets to encourage word of mouth

¢ A centralized website to manage information exploration, requests, data collection, and
advocacy and to assist word of mouth

Campaign Synopsis

As the campaign begins, broad-based communications will reach customers throughout the
state through broadcast media and outdoor channels, on the Internet, in their electricity bill,
and through community services. These channels will generate awareness as customers begin
to hear about, recognize, and understand the Climate Dividend as an outcome of GHG
reduction. As the campaign progresses, customers will be encouraged to look further into
information about the dividend as well as reduce their own carbon footprint. Online resources
and tools will help customers learn more about the program, emission reduction, and ways to
get further involved in GHG reduction.

Exposure to a digital social element designed for optimal shareability will begin to take hold.
Customers will easily share a simple symbol of their support for cleaner air: a footprint that
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touches their Facebook, Twitter, or other social pages and travels on to their friends and
associates—and throughout the state. They will begin to see the footprint around their
community as decals on businesses and public facilities that likewise support GHG reduction.
They will share ideas, adopt more solutions, and look online and in their inboxes for information
on just how far GHGs have been lowered. And they will come to understand that the Climate
Dividend they've received—though it will eventually go away—was a great way to share with
other Californians the efforts and outcomes of lower emissions.

Channels

Leveraging a mix of channels in a pulsed fashion helps create a general awareness of the
Climate Dividend and instills a sense of something bigger for customers to engage in. This
multichannel approach has been designed in order to reach the greatest number of California
residents sustainably throughout a two-year period. The channel selection also takes into
consideration cost and environmental factors.

Channels Messaging Outcomes

40-60%

<1 o O3

Climate Dividend 20-30%

Ene : .
Cg’;ﬂ?};,w Bill | Web | CSR | Centers E Clean Air Learning

Reduce GHGs 10-20%
Online Display | Search | Site * Learn More Interaction

Lend Support 1-5%

Advocacy

C ity/
L((})(l;;:nun y. al

Mass communications

Mass communications provide overall awareness of the program and context for the Climate
Dividend as a representation of cleaner air. These communications ensure that customers feel
somewhat informed, for when they actually receive the credit, and that the program is
transparent and accessible. The messaging is minimal, eschewing details of the program in
favor of delivering a positive perception of the ultimate benefit. The visual iconography and
concept for mass communications help generate a positive response in customers’ minds and
open the door to other messages for greater receptivity.

Mass is composed of a combination of broadcast (to include radio and TV), print (local
newspapers), outdoor or out-of-home advertising (such as bus stops and mass transit in dense
urban areas and billboards in others), and other wide-reaching channels. They should include a
response mechanism to provide customers the means to access additional information.

Bill communications

This is a critical element of the plan, as it literally touches every household that needs to be
informed. However, by itself it is not likely to capture enough attention to adequately inform or
educate a significant number of customers. It does, though, provide a key point of information



R.11-03-012 UNC/jt2
Appendix 2-45

Page |44

delivery of the simple message of good news about a credit. Both the electric bill and inserts or
inclusions with the bill (physical or e-bill) need to provide a more complete, yet still brief,
description of the program. The details here should center on the dividend itself, such as equal
distribution, frequency, amount, and automatic credit.

With their bill, customers should also see information on how to contribute to GHG reduction. A
variety of suggestions and ideas—simple tips and other program solutions—can lead customers
to make decisions and carry out behavioral changes ranging from driving less to installing
energy-efficient home upgrades.

Other energy company communications

Customers will likely seek information in a variety of ways, including checking with their
electricity provider. It is important for those providers to have information on their website in
support of the campaign, as well as to train their customer service reps (CSRs) on the
important details of the program. Even though communications will provide a campaign URL
and an 800#, some customers have revealed in research that they would still check with their
provider for more information. In addition, energy companies should use campaign materials in
their pay centers or other public venues, especially to assist informing the hard-to-reach
customer who often turns to these centers more frequently than others.

Online media and search

Online and digital media help generate incremental awareness and will become an easy way for
customers to take direct action in learning more about the Climate Dividend program and
reducing their own GHGs. Banner ads and display advertising extend the creative concept into
the online environment and should touch on a few key messages, such as dividend details, GHG
definition, carbon footprint estimation, and business success stories, in order to elicit a click.

Search-related media and search engine optimization are needed to capture a natural behavior
of customers: to look online for information. Creating a keyword strategy for terms such as
“climate dividend,” “cap and trade,” “clean air credit,” “carbon footprint,” “carbon auction,” and
even “AB 32" ensures customers find the information they need from a comprehensive resource
instead of relying fully on hearsay and opinion.

Climate Dividend website

This is a centralized resource of information related to the Climate Dividend. It provides the
forum for ideas and concepts to come to life in the customers’ hands while also serving as a
place for customers to learn more about GHGs, how they can reduce their own carbon footprint,
and how the state is tackling the problem through the cap-and-trade program and other efforts.
A convenient FAQ section answers most questions in a succinct manner, while more complete
details are available to those who want to become more deeply educated on the policies and
practices behind the program.

The website should also be a place for customers to sign up for email updates (to help maintain
overall awareness levels and provide greater information sharing) as well as a place to help
promote and administer social media communications and sharing.

Email

As customers seek more information through online resources or a program 800#, they should
have the opportunity to opt in for periodic email updates. These emails provide program
administrators the ability to communicate important information to interested customers, keep
customers informed of any changes or updates to the program, and even to report on the
successful reduction of GHGs. These emails also serve as a platform to showcase energy
management solutions and GHG-reduction ideas to keep customers engaged and contributing
to positive climate change.
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Social media

Social channels help expand reach, encourage a two-way dialogue, enable customers to share
their support for the initiative, and fuel a continual vehicle for engagement by keeping the story
alive (even during the months without a credit).

Within this channel customers have an easily shareable message. The footprint icon serves as a
badge and promotes “walking” the message of the Climate Dividend across the state,
effectively promoting positive customer awareness and showing broad support for cleaner air. A
microsite around the blue footprint helps facilitate this sharing and pulls customers back into a
centralized and ongoing story about the impact of the cap-and-trade program (both in the form
of total payouts and reduced emissions). This also helps maintain relevancy by continually
adding tips/content and impact stats.

Community

Leverage community-based organizations to help inform and educate hard-to-reach customers
on the benefits of the Climate Dividend. Grassroots-style community outreach leveraging civic
groups, homeowner associations, city council organizations, multicultural and faith-based
organizations, and others reaches those customers who rely less on mass communications and
who need special attention, translation, or other communications to effectively be informed.
These localized efforts help create awareness and answer questions in relevant, local settings.
They facilitate understanding and knowledge of the advantages of the Climate Dividend. They
provide a venue for customers to ask questions and obtain or clarify information. And, of
course, they are a valuable and impactful way to maximize reach to more isolated populations.

Earned media

Though not part of the actual campaign calendar, public relations efforts can drive the press to
cover the story of the California Climate Dividend. It's newsworthy that Californians are
receiving this credit, and even more compelling when it is understood that this credit is related
to lowering GHG emissions. It will be important for news outlets to have the proper level of
information to share this story and increase the collective level of awareness of the program. A
press or media kit can help reporters quickly understand the details of the credit most relevant
to customers (such as how much, how often, who gets it, and is there anything they have to
do) and help them find their way through the details of cap and trade. A spokesperson for the
program should be considered to help funnel information through a central resource and create
a consistent message.
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Campaign Impact
BASIC EXPERIENCE FLOW
Takes action? Calls 800#
Adopts GHG
Em reduction solutions
Signs up for
Y Visits URL email updates

@ Performs web search Q
Tags social pages,
shares with friends
> -

4
N « »

=3 ‘@
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A

Sees the dividend on
their utility bill, reads dstails

Customer hears about
CA Climate Dividend through
advertising, news stories

As a result of this campaign, customers should, at the very least, become more aware of the
Climate Dividend. However, the plan is to enrich the message and meaning of the dividend to
transform awareness into understanding. This means a customer is educated on what’s behind
the dividend and what it represents. The campaign is further designed to turn that process of
educating into an opportunity for a customer to become personally involved in climate change.
A range of options, from simple tips to robust solutions, can make involvement pay off for
customers in the form of a smaller carbon footprint. And, ultimately, some customers will
become advocates for greenhouse gases, if not for the Climate Dividend itself or for the cap-
and-trade program.
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Campaign Timing

Since the campaign will start at the beginning of 2014, it will need to capture attention rapidly
so customers are not caught off guard when the credit hits their bill sometime in February. It is
helpful to start the campaign in early January because the post-holiday, early-year period is
typically quieter in terms of heavy media spends.

HIGH-LEVEL CAMPAIGN CALENDAR

Announce Remind and Invite Invite and Involve Involve and Report

Credit 1 Credit 2 Credit 3 Credit 4

@ (8 weeks) O (8 weeks) @ (6 weeks)
Broadcast Broadcast Broadcast

Insert+ On Bill, Insert+ On Bill, Insert+ On Bill,
E Provider Website, Provider Website, @ Provider Website,

Pay Centers Pay Centers Pay Centers

(8 weeks) (8 weeks) (8 weeks)
l Community Community Community
Programs Programs Programs

(16 weeks) (14 weeks) {12 weeks)
Digital Media Digital Media Digital Media

Search Engine Optimization

CA Climate Dividend Website
Social Campaign

Campaign Phases

I. Announce

The first campaign wave announces the Climate Dividend to the public and provides the first
round of awareness generation. It runs before the credit, early enough to inform customers
prior to its receipt. It will overlap briefly beyond this period to capture customers’ attention
after receiving the credit, which they may have already noticed on their bill. The basic concept,
purpose, and nature of the campaign are established in this wave.

II. Remind and Invite

The second campaign wave helps bring awareness levels back up and builds upon it by inviting
customers deeper into the program. It will encourage customers to take action ranging from
reading more information about the program to working to reduce their own GHGs. This aspect
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of the “invitation” is emphasized more fully in the second wave (even as response mechanisms

are built into the first) to take advantage of the accumulated awareness and provide for

expansion and refreshment of the overall story.

III. Invite and Involve

The third wave hits harder on the customer participation aspects of the campaign. At this point,
it is hoped that the concept has had enough time to move through the market. This greater
marketplace presence should be accompanied by higher recall and recognition. These
conditions increase the relevancy and value of individual customers increasing their
involvement in the campaign and GHG reduction. This involvement can help customers lower
their own GHG emissions and even become advocates for clean air.

IV.

Involve and Report

The fourth wave continues its emphasis on involvement but adds the element of “reporting out”
on the progress of GHG reductions. This simply means sharing with customers that greenhouse

gas emissions have indeed been lowered and to what level. For example, "We've reduced

emissions to pre-year 2000 levels” or “emissions are reduced by 15%." This reporting can lend
an increased air of significance and credence to the program overall overall and adds even
more encouragement to customers to stay behind this program even as the period of energy
credits disappears. While it shows up in other channels, including it in broadcast media for the
first time during this final phase will ensure that the number of GHGs saved is at its largest

amount—making the story that much more powerful.

TACTICS & CHANNELS OVERVIEW

Channel

Vehicle

Marketing
Purpose

Targets
Reached

Messages

Call to
Action

Desired
Outcome

Basic
Metric

Broad-Based » Broadcast (TV, » Generate = Read Bill « Credit (dividend) » Visit Dividend General awareness Alded awareness
Outreach possibily radio) awareness - e is‘ coming - air is website and 1avtc_1rab\e
= Print * Ensure receptivity Cleaner « Call B0D# perception
» Out of Home » Prompt mindssat
Energy Company = On bil » Extend awareness * Read Bill * Here is your clean » V\isit Dividend Customers see credit Satisfaction
Communications « Inbil + Deliver creditdetails | « some Broad alr credit website and learn more about
» Website » Encourage lowering Outreach + What to expect « Call 8004 f‘t“n"'me"' ae geltlng
GHGs it, plus learn how they
+ CSRs « Some Hard to « Allocation of can learn more and
« Onbil Reach (via pay revenues from cap take action
centers, elc.) and trade
Online & Digital » Facebook » Support awareness + Broad Outreach « Credit is coming » Click to learn Customers encounter Number of impressions
« Twitter . Prgm?_te GHG « Read Bill « What the credit more about: ggg&aélglvngsfgcw and Click-through rate
« Pj s lebelr means- lower - the Dividend Lol
Plnter.est - — + Some Hard to industry GHGs answers. Clicking
* Reddit into online assets Reach ) - reducing GHGs through brings them to
* Detalls on credit primary resource for
+ Ways to get information and action
involved
Soclal & Word + Facebook - Pro\fide more + Opportunities for + Show your support » Collect the tag Californians see and Social sentiment
of Mouth « Twitter persistant all targets given . . share broad public (mentions, positive vs.
. Pint . ﬂ;ﬁ;rﬁcr}}eosg and diverse set of social Share your tips Share the tag support of smaller negative
interes sites available and » Learn how many * Learn more caroon footprintwhile | .. oo oo
* Reddit * Promote advocacy grassroots nature of GHGs have been « Share tips learning from each

« Provide direct

communications

word of mouth

reduced

other and program
representatives

Community + Territory-specific + Inform the hard-to- + Hard to Reach + Credit is coming — + Learn howto Hard-to-reach Alded awareness
Based Outreach CBOs reach target air is cleaner reduce their own customers use among Hard to Reach
« Ethnic focused local + Expand local carbon footprint community resources
L + Credit details
businesses awareness and and cultural centers
ES=CE * What to expect, to learn about the
+ Embrace local what it means climate dividend
ISS0LEes * Ways to get and understand its
involved meaning and essential
Tactical Add-Ons

These tactics are currently up for consideration, as they have not been evaluated against costs

nor against their impact on the environment. They do provide valuable extensions to the
campaign and increase the impact on the customer.




R.11-03-012 UNC/jt2
Appendix 2-50

Page [49

Business Clean Air Identifier

The footprint logo for this program can serve as a symbol of support among customers,
institutions, and businesses. As a symbolic tag or marker, it can show who supports lower
GHGs—and it is an easy way to remind others to do the same. While the footprint will serve in
its digital form as a shareable social element, it can also be executed as a physical asset to
extend its presence in the market and impact on overall campaign results. For businesses, a
physical decal or poster can go in their facilities, on their front doors, or in their windows to
show they, too, support clean air. This also helps customers recognize that businesses in
general are doing their part to help lower emissions and helps create a sense of overall
progress toward a positive outcome.

Clean Air Information Kit

This primary information package can deliver information on clean air solutions and on the cap-
and-trade program to provide customers an all-in-one resource. It could feature a humber of
GHG-reducing strategies along with an overview of where the state is in terms of total GHG
output and where it is planning on being by 2020. While this information can all be made
available online as well, the development of the kit helps serve customers who may lack such
access, provides a platform for translation into other languages, and can be distributed through
community-based organizations. If done in a helpful and added-value manner, it can also be
something the customers request through the direct-response component of other vehicles.

Dividend Donation

Customers have expressed some desire to be able to donate their individual dividend to an
environmental program or charity. While it is expected that only a few customers would actually
do so, the option to donate supports the idea that the ultimate benefit is GHG reduction and
that the individual customer can help make that happen. It showcases suitable causes and can
even be localized to highlight solutions specific to the customer’s community. The means to do
so through messaging on the bill may be too difficult to carry out. A viable way to achieve this
is by sharing the names of recipient charities or programs and encouraging the customer to
take all other necessary actions.

Overall Budget Exercise for a Meaningful Impact

Determining an optimal spend level is certainly a challenge. Without specific awareness-level
goals, and a way to put a “value” on that awareness, the ideal spend level is difficult to
definitively provide. However, an approach was developed to calculate a probable level of spend
based on two related perspectives:

1. A percentage of total revenue allocated
2. A reasonable spend per customer

Given the total number of households in California, and a working conservative average of $40%*
per household each year, a fairly sizable amount of money will be distributed through this
dividend each year: $500MM. In order to maximize awareness of the dividend while keeping its
total value mostly intact, this exercise aimed for 5-10% of that amount as a general guideline
equaling roughly $25MM-50MM per year.

What that dollar amount means at a per-household level was then considered. The percentage
noted above (5-10% of the total) means a $2-4 per household marketing spend. While the
grand total above does, by itself, appear large, the actual customer-level spend seems
reasonable, especially considering all the additional energy-saving benefits customers can
receive from this plan.
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To evaluate the total dollars arrived at by this approach, a media perspective for the spend
level was developed. In the basic media model theorized (covered in detail in Section 7 of this
document), the budget levels in consideration were capable of delivering a meaningful level of
awareness when used across mass, digital, community, and other channels.

The chart below provides the results of this budget exercise and an allocation of outreach
funds. It is based on reasonable marketing practices in order to hit a meaningful awareness
goal. Note that an actual spend should be developed for rollout as program details firm up. Also
note that the budgets shown take a conservative approach, landing roughly in the 5.5-7%
range based on the basic formula above.

$35MM BUDGET YEAR 1

TACTICS / ACTIVITIES

Mass (Broadcast, Radlo, OOH, Local Newspapers/Pubs)

Online (Display, Search, Webslite, Soclal)

Energy Company (Blll Stuffers, Company Webslite, Pay Center)

Community {CBOs, Events)

TOTAL

$28MM BUDGET YEAR 2

TACTICS / ACTIVITIES

Mass (Broadcast, Radlo, OOH, Local Newspapers/Pubs)

Online (Display, Search, Webslite, Soclal)

Energy Company (Blll Stuffers, Company Webslite, Pay Center)

Community (Local, CBOs, Events)

TOTAL

Sounoe: Merk Baldassans el al., *FPRIC Slalewide Survey: Calilomians and the Environment,™ July 2012, B

*These figures will vary as credit amounts are not actual and should be used as a guide for the final spend levels.
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Section 6
Creative Concept
“"The Big Idea”

Generating Insights for Creative Development

Three sessions of qualitative research were held in May 2013 to assist in the development of
the communications approach and Climate Dividend messaging. These focus groups were
conducted in San Diego, Riverside, and Sunnyvale.

Stimuli (both concept statements and visual direction) were used to:
¢ Understand current awareness (if any) and perceptions of the program.
* Explore comprehension and perceived relevance of the program (based on a written
description).
* Identify perceived benefits of the program, anticipated actions taken as a result, etc.
* Explore receptivity, relevance, and comprehension of a number of conceptual messages
for the program.

Recommended Content Direction

Introductory copy:
Six copy options introducing the California Climate Dividend were presented to focus group
participants. The participants were also provided with the following explanation:

As a result of industries working to reduce their emissions, customers will receive a credit on
their electricity bill called the California Climate Dividend.

Option 1
With the California Climate Dividend, we're helping our customers manage their energy costs
while helping to make a cleaner California.

Option 2
The California Climate Dividend is a financial incentive to help decrease CO2 levels and slow
down climate change.

Option 3
The California Climate Dividend is your invitation to help the environment by being more
energy-efficient and reducing your greenhouse gases.

Option 4
The California Climate Dividend is proof that utilities and other industries are taking action to
reduce greenhouse gases.

Option 5
The California Climate Dividend is a public distribution of revenue generated through utility
company participation in a greenhouse gas cap-and-trade auction.

Option 6
The California Climate Dividend is a way to help customers offset rising costs related to
reducing greenhouse gases.



R.11-03-012 UNC/jt2
Appendix 2-53

Page |52

According to the “Summary of Qualitative Research,” given their lack of familiarity with the
program and a universal assumption that the incentives are directed at residential customers,
the respondents generally reacted to these statements with skepticism and confusion:
+ Most expressed skepticism about any communications from their energy provider.
+ This skepticism was heightened when it was perceived from these statements that they
were getting "money for nothing.”
+ Most indicated a desire for some additional explanation.
+ Many admitted that they were unlikely to follow up, but wanted to know where they
could go to find more detail.

Positive elements MNeutral/mixed elements Megative elements
included: included: included:
*  Financial incentive = California Climate «  Invitation to help
*  Helps reduce CO2 Dividend »  Proof the utilities are
levels = As a result of industries taking action
*  Reducing greenhouse working to reduce =  Rising costs
gases Emissions Rewvenue
* Helping io make a =  Public distribution of  Cap-and-trade auction
cleaner California revenue *  Reducing your
= Being more ensngy- greenhouse gases
efficient =  Helping our customers
=  Help offset rising costs manage
= Liility company

participation
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When describing the Climate Dividend, It
will be Important to follow these guldeposts:

SAY
Explain “dividend” using basic benefits
« Helps clean the air
« Helps the environment
« Slows down climate change
« Improves air quality
« Makes for a cleaner California
Lead with credit: mention first, explain how much and
when they'll receive it
«  Equality: all households receive credit
+ same amount
«  Twice-yearly credit (amount, how often)

DON'T SAY

« (Cap and trade: descriptions bring up guestions
and suspicions

« Tighter cap on industries: sounds like it might be
hard on business

« Limits on the amount of GHGS: confusing, just say
“reduced”

« Businesses trading credits: brought to mind cor-
ruption and administrative costs

How to Describe Climate Dividend

Concept A

The California cap-and-trade program limits the amount of greenhouse gas (GHG) industrial
customers can emit. Every year, the cap, or upper limit, on that amount is reduced. Industries
are encouraged to trade credits earned when they are under their limit with other industries
that may be over the limit through a GHG auction. As a result of public utility company
participation in that auction, you’ll notice a credit on your monthly bill, called the California
Climate Dividend. It’s an allocation of public utility revenue returned to the general public.

Findings:
e Customers were in general agreement that reducing GHG emissions was an important
goal.
* The reference to their energy provider participating raised significant questions and
concerns.

¢ Most rejected explanations that began with references to “cap and trade,” noting that it
was confusing or controversial.
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e Few readily understood this explanation, and most indicated they had little interest in
these details.

* Most felt this final sentence sounded too much like legal jargon and was not written
conversationally enough for their liking.

Concept B

The California Climate Dividend is a credit you will receive on your electricity bill as an outcome
of the California Greenhouse Gas (GHG) Cap-and-Trade program. In this program, businesses
have a cap on the level of GHG they can emit. Plus, they can trade credits with other
businesses to manage those levels. Because public utilities are participating in this program,
they are generating additional revenue, which is then returned to customers. The California
Climate Dividend you receive will help offset costs related to the price of carbon emissions and
add support to the success of the cap-and-trade program.

Findings:

e Starting with a mention of credit was deemed appealing and attention-getting.

* Among those who comprehended the potential impact of cap and trade, this was viewed
as a factual and honest rationale for the dividend—but it raised negative concerns for
most.

¢ Some liked the “branding” of the program, although most reacted negatively to the
reference to cap and trade.

¢ This explanation raised more questions than necessary and reinforced concerns about
energy providers profiting from the exchange.

Concept C

The California Greenhouse Gas (GHG) Cap-and-Trade program creates an economic incentive
that encourages businesses to reduce their GHG emissions. An ever-tighter cap on the amount
of GHG a business can emit coupled with the ability to trade GHG credits with other businesses
will provide financial stimulus for innovation and efficiency. Likewise, the California Climate
Dividend will provide customers with a twice-yearly credit on their energy bill to help manage
energy costs while promoting participation in creating a cleaner, more energy-efficient
California.

Findings:

¢ Most dismissed the description as unnecessarily detailed.

¢ All liked the indication of frequency.

¢ Few understood how the promise of "managing” energy costs was related to the
program overall.

« Participants were mixed in reaction, noting that reducing emissions was helpful by way
of explanation, but questioned the “soft” wording.

*« Few found “while promoting participation” credible. Seen as an “over-reach” for a
program that did little to encourage residential customers to reduce or conserve.

Concept D

The credit you receive on your energy bill is called the California Climate Dividend. This credit is
part of California’s cap-and-trade program, which motivates industries to meet strict
environmental goals to reduce greenhouse gas (GHG) emissions. California has set an
aggressive goal for reducing greenhouse gases like CO2 in our atmosphere. The California
Climate Dividend provides an economic incentive for all energy consumers to leave behind a
smaller carbon footprint.

Findings:
e This was generally the most preferred concept. It was seen as starting with the right
detail, providing “just enough” explanation to inform without raising concerns.
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¢ Many liked the notion of a smaller carbon footprint, while noting that this program really
only applied to business.

¢ Few believed that it provides an economic incentive for all energy consumers, and some
noted that it was not a credible claim for an “industry-focused” incentive program.

Visual/Conceptual Stimuli (Adlobs)

angrandue! Yoan e his hungged

T e

Werne licaded in the rll_‘||LI Sl

“Footprint”

Bit by bit, change by change, we're making a difference in California. Emission reductions are
happening and it’s reflected in our carbon footprint. It's getting greener as the air is getting
cleaner.
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Together we're making an impag

“Working Together”

In California, we're all individuals, but when it comes to important issues like climate change,
we're working together. If we each do our part, in our own individual ways, chipping away at
the bigger challenge is much easier—and we can make a difference sooner.
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“Change Is in the Air”
We're making change in California—and you can see it in all of us. We're outside, enjoying life,
doing all the things Californians love to do. And we’re looking forward to a brighter future.



R.11-03-012 UNCI/jt2
Appendix 2-59

Page |58

L'-Jiﬂurn'#.h cob bowt brealie o e sasier

“The Spirit of California”
The spirit of California is BIG. We all do great things. Together we're cleaning up our air and
reducing emissions. Because we won’t be limited. Living LARGE is what we do.



R.11-03-012 UNCI/jt2
Appendix 2-60

Page |59

Gt a lirtde s |r.|1_|_-[]'tl'.'|:__?ﬁ|_.|n tha L_.E*-. .
. r = LT L L e ]

“Money for You”
The Climate Dividend will give Californians money to offset any increases in the cost of
electricity caused by emission reductions.

Focus Group Findings

Key learnings include:

Limited awareness: None of the participants within this study had any prior awareness
of the California Climate Dividend.

Connection with dividend: Consumers are prepared to make the connection with a
reward for reducing energy consumption

Favorable reaction: The majority of customers agreed with reducing GHG emissions
and reacted favorably when this was referenced as context for the dividend.
Customers are generally pleased with receiving a credit.

Simplicity: A simple “reason why” often seemed enough to satisfy customers.
Consumers want assurances about the source and impact of the credit, but do not
need or even want a lot of detail on cap-and-trade or revenue allocation. Customers
ultimately need the explanation to be simple, straightforward, and non-technical.
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Reactions to the stimuli presented provided the creative development team with clear direction
and a strong leaning toward two of the concepts:

“Footprint” was selected first by all groups
+ Brand mark/icon helped customers relate to dividend.
+ Add more nature and environmental shots with footprint.

“Spirit” caught their eye, but nheeded more explanation
+ Use a native animal (bear).
* May be “too far” from topic of dividend.

Based on those reactions and preferences, the decision was made to move forward with
“Footprint” as the recommended direction for the purposes of this document. A full creative
concept will be developed at a later date.

NOTE: Additional Qualitative Research details are provided in Section 2 and a complete
summary is included in the appendix of this document.

Recommended Creative Direction

California’s Footprint Is Changing

Bit by bit, change by change, Californians are making a difference. Emission reductions are
happening and it's reflected in California’s carbon footprint. It's getting greener as the air is
getting cleaner. We're helping Californians become informed and educated that climate change
is being addressed and the air is getting cleaner. The California Climate Dividend (California
Clean Air Credit*) is a positive sign of cleaner air—and a confident step in the right direction.
It's a fresh step forward.

The idea behind this creative concept is simple: associate the reduction in GHGs to individuals
living in and enjoying California.

Execution

This umbrella concept is executed visually using the symbol of a footprint. The stylized
footprint, made from the shape of the state, is a symbol of the California Climate Dividend. It is
integrated into imagery of people enjoying the California landscape. The tone of the copy is
motivating and clearly and simply explains that the California Climate Dividend shows
California’s commitment to improving the air quality of the state for the enjoyment of all its
residents.

Rationale
1. Provide a positive approach with a solution-oriented focus.
2. Start with the simplest, most basic aspect of the story.
3. Encourage customers who want to know more to “self-serve.”

Why This Works

It's simple: Californians want straightforward and candid information about the California
Climate Dividend. They don't need or even want a lot of detail on cap and trade or revenue
allocation. It's enough that it’s a symbolic gesture that action is being taken. And customers are
satisfied with minimal information.
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It's positive: Californians agree with reducing greenhouse gas emissions and reacted
favorably when it was referenced as context for the California Climate Dividend.

It's relatable: The barefoot visual is a familiar part of life for Californians. Whether at the
beach, in the backyard, or in the house, the climate allows for laid-back, sock-free days year-
round.

It's believable: There’s no reason to imply a broader purpose of the impact of the program
(e.g., implying that it could serve as an incentive for all customers to be more green).
Californians like that it stresses the improvements to benefit all Californians.

It's reassuring: Californians want reassurances about the source and the impact of the credit.

(Revenue generated from the program is paid out to customers; it's not funded from a state
budget nor a refund of overcharges; it can help offset any economic impact of the program on

resh a;érwari

s
%
¢
CALIFORNIA CLIMATE DIVIDEND|

*It was discovered during the May 2013 qualitative research that “consideration should be given to the use of the term
‘dividend’ in describing the credit, given its potential for misunderstanding and its association with investments (and the
associated tax exposure, for those familiar with the term in the investment arena). If the name remains unchanged,
explanatory text should make significant use of the term ‘credit’ to telegraph the customer benefit and minimize
confusion.” (Paul Peterson, King Brown Partners, “Climate Dividend Communications: Summary of Qualitative
Research,” June 2013.)

In an effort to minimize this potential misunderstanding and to create stronger branding for the California Climate
Dividend, a number of name options were presented during the research sessions. “California Clean Air Credit” was
most preferred by respondents.
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The following shows some of the ways this creative direction could be executed in a variety of

channels.
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 clesaner. Get the Credt.
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Energy Statements

L]
Calorniars love the ouldoor lile, Bul greenhouss gas amissions feasben *
whial wes love. As & resull of indusiries waorking bo reducs Lhair amissions,

ool recasivineg this clean air credit on your eleatric bl We'rs helping
b make & cleaner California for all 1o enjoy,one step al & lime.

Learnn fmone af freshsteplonvand.com. CALIFDRM A CLIMATE DIVIDEND

Wa're taking staps to improve our air. You're getting the credit. q"'
aﬂ-S' am}nﬂl

On Bill Message - Long Form

Wea're taking steps to improve our air. i".
You're getting the credit. . resh ™ M.L
Mg incusiries work b reducs Their greenhouss gas emisaions, Califomia slesiric
cushomans ans recalving 4 clean air credil. Learnn mane al freshaieplonsand. com.
CALIFORNA, CLIMATE DRDEND

On Bill Message — Short Form

Wa're taking staps
to improwve our air.
You'ra getting the credit.

As indusiries work lo reduce

CALIFCRMLA CLIMATE DAIDEMD

On Bill Message — Short Form Vertical
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DRAFT: NOT FOR EXECUTION
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Online

1-. ‘
: ni-hf“_'}t ;"ém,n r-I

We're taking steps to improve our air. You get the credit,

about the credit receiving the credit i : g B additional resowrcas

:“ Greanhouse gas emiaions ane Thraalering whak we kve about

® Califomia. So, we'ne doing something about it. Step by step.
Nesghinomood 10 neighborhood, Town 1o lown. Tapainer, wa're
omaing a path 1a a claner Callomia and halping 1o maks a
egner Califomia e all b anjay, Gr Sap al & hime,

Website



R.11-03-012 UNCI/jt2
Appendix 2-70

Page | 69

Email

CALIFORNIA CLIMATE DIVIDEND

Visit FreshStepForward.com

Callout for use in existing email templates
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Community

Window Cling/Decal
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Section 7
Metrics
Benchmarks and measurement

The primary objective of the public outreach program is to inform and educate customers on
the California Climate Dividend. This can be broken down into four key objectives:

* Generate awareness

* Promote understanding
* Motivate involvement

* Produce advocacy

These specific objectives are translated into key metrics that can be benchmarked and tracked
over time to aid in optimizing the campaign’s tactics, messaging, and spend levels. This section
is intended to provide guidelines on how to benchmark and measure the program’s success.
Additionally, general expectations as to the levels of success that might be reached are also
provided.

Measurement and Tracking

A holistic measurement plan that includes a single research tracker along with quantifiable
observations (such as campaign performance metrics, social sentiment, calls to the call center,
etc.) is recommended to track success and optimize spend against customer objectives across
the lifespan of the campaign. Given the semiannual timing of the Climate Dividend, a test pilot
is not recommended. The suggested approach is to execute the full implementation plan in
Phase I, measure the outcomes, and then refine the plan for Phase II. Each phase should be
refined based on the measurement results of the earlier phase.

| PHASE 1 | "l PHASE 2 | "l PHASE 3 | "l PHASE 4 |

Holistic measurement plan

Key to any measurement plan is the identification of fundamental success metrics. For the CA
Climate Dividend, these success metrics are awareness, understanding, involvement, and
advocacy.

In addition to the fundamental success metrics, the measurement plan should also capture
diagnostic measures to effectively inform the program’s evolution. Diagnostic metrics provide
vital insights that answer the where, why, how, and when that contribute to the program’s
success. These metrics are often the guideposts for refining mix, timing, and messaging.
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Below is an example

of both success metrics and diagnostic metrics to consider.

Interaction &
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A thorough measurement plan can account for all channels and communication vehicles as well.
While a broad research tracker can provide a holistic view of key metrics across multiple

channels, specific observations should be quantified at the channel and vehicle levels. This
detail provides the basis for evolving the plan over time.

The following table provides a high-level view of the kinds of data points that can be captured
across the recommended channels.




R.11-03-012 UNC/jt2
Appendix 2-74

Mass All
Electricity | gay
Provider
Website
Email
CSRH
Digital Website
Banner
Search
Social
Community

Primary

Research

Primary research is
channel-agnostic,
providing basic
metrice at the overall
state.

Key Metrics:

*  Awarcness

* understanding
* intent

Cuantifiable
Observations
by Channel
Vehicle

Tracking Vehicles

Primary research quarterly tracking study
Many of the success and diagnostic metrics for the program will be self-reported by customers.
This is particularly true for measuring objectives against Phases I-III (awareness,
understanding, involvement). As such, quarterly tracking of awareness, understanding, and
sentiment toward the Climate Dividend is recommended. Primary research is also the most
effective means for measuring the total impact of multiple channels.

Page |73
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Proposed specifications for research tracking

Collection method Telephone interviews are recommended to reach a broad spectrum
of customer segments. Both land lines and cell lines should be used to minimize
demographic skews. However, as with any research collection method, demographic
skews will occur. As such, results should be weighted to adequately represent the
customer demographic makeup of California.

Quantity Conducting interviews at the DMA level will help inform further refinements to
the communication plan. At the DMA level, a minimum of 300 interviews is
recommended. This supports the ability to read changes in awareness with each Climate
Dividend distribution.

Timing A quarterly frequency is recommended to coincide with the distribution of the
dividend, as well as the point in time most distant from the dividend distribution. This
schedule will provide both peak and off-peak levels.

Key metrics Some of the key metrics to measure within the tracking study are noted
below. This is only intended to be a guideline and does not include all metrics that may
be beneficial to include.

¢ Unaided awareness

¢ Aided awareness

¢ Reaction (sentiment)

¢ Sought more information

¢ Where information was sought

¢ Reaction to the additional information source
¢ Intent to seek more information

Mass media reach
Broad outreach should also be measured with standard industry metrics.

Effective frequency

Gross rating point (GRP)

Target rating point (TRP)

Reach (total households exposed at least once)

Energy company tracking

Both inbound and outbound communications with the customer’s energy provider can also be
included in the plan. Tracking with providers should follow the same guidelines for digital and
online efforts as noted below. Other data points for measurement include tallying inbound calls
regarding the CA Climate Dividend and basic email tracking metrics (opens and click-throughs).

Digital and online tracking
Digital metrics should be considered well before campaign launch. If chosen for inclusion in the
measurement plan, landing pages and websites need to be appropriately tagged in advance.

Website
¢ Standard metrics should be established (including visits, repeat visitors, duration,
page views, and referrals).
e Careful attention should be paid to tagging content on landing pages to ensure a
thorough evaluation.
¢ Measure/monitor traffic to the site through an online analytical tool, such as
Google Analytics.
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Banner
* Measure/monitor banner clicks, placements, and referrals.

Search

* Measure/monitor organic search through online analytical tool.
o Share of traffic from search
o Most-used search keywords to drive traffic to site
o Most-used search keywords to drive traffic to goals on site (if the site has a
“goal”)
o Landing pages for the keywords
o Segment visit types by search vs. referral and/or direct visits

Social tracking
The recommended plan includes a digital social element designed for optimal “share-ability”
where customers can easily share a simple symbol of their support for cleaner air. This provides
an opportunity to gain more insights through social-site monitoring. General guidelines for
monitoring the social sites include:
e Twitter
o Incorporate a hashtag into marketing of the dividend (e.g., #DividendCA or
#CleanAirCA)
o Create a specific California Climate Dividend Twitter account
o Measure
1. Hashtag mentions

I\\

2. Account mentions
3. Retweets

4. Favorites

5. Replies

6. Sentiment

¢ Facebook
o Create a Facebook page for the dividend

o Measure
1. Page likes/dislikes
2. Post likes/dislikes
3. Views
4. Comments
5. Sentiment

It may also be possible to measure positive and negative social buzz with social sentiment
measurement tools. However, a sentiment analysis generally requires a large sample of
references to be valid and, therefore, may not be able to provide meaningful insight.

Community-based organizations (local efforts)
Metrics for community-based efforts will vary with the specific tactics employed. Ideally, reach
and sentiment are measured through various means, including the following:

* Event attendance

* Event intercept surveys

e Inquiry rates

e Positive press articles

* Frequency of one-on-one interactions with communities

Earned media
If measuring earned media is included in the final plan, it will be important to understand
content analysis (for a qualitative evaluation of what is being said) and source strength (for a
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quantitative evaluation of earned-media impressions). Earned media can be measured in a
variety of ways, including:

e Total earned-media impressions

* Total media outlets (trade outlets, TV, radio, blogs, online, etc.)

e Press release repost impressions

Benchmarking: Expectations for Achievable Awareness, Understanding, and
Involvement

True benchmarks for the key success metrics (i.e., awareness, understanding, involvement,
and advocacy) will be established based on Phase I metrics. However, expectations can be
loosely set based on historical campaign launches. This is particularly true for awareness, where
industry models exist for forecasting awareness against spend levels. Expectations for
interaction, understanding, involvement, and social advocacy are not as easily established.
These outcomes are not as predictable and typically show much variation from campaign to
campaign.

Expectations

The CA California Dividend Public Outreach program, supported by both paid and earned media,
could generate as much as 40-60% awareness* during the peak periods of dividend
distribution. Awareness could dip to around 10-15% during off periods. These awareness
assumptions are based on a pulse flighting strategy rather than a continuous-exposure
approach.

Understanding, defined as the Climate Dividend’s connection to GHG reduction, could
potentially reach about half of the awareness level, based on research and observations made
during qualitative groups. Once aware, connecting the CA California Dividend to a program that
reduces GHGs is a reasonable step for customers. Taking understanding to the level of cap and
trade—how it works, how the money is generated, and how it is allocated—is a monumental
step for customers; any expectations of understanding at this level should be minimal.

* Awareness refers to aided awareness only. Awareness is measured at the household level.

Announce Remind & Invite Invite & Involve Involve & Report
Awareness’ 40-60"% Peak 40-60% Peak 40-60% Peak 40-60% Peak
Awareness Awareness Awareness Awareness
Understandingt 15-20% 20-30% 30-45% 30-45%
Involvement* 1-5% 5-10% 10-15% 15-20%
Advocacy* < 2% 1-5% 1-5% 5-0%

*Assumptions for awareness levels include multi-channel execution that includes $20MM pulse flighting media spend followed by earned

media. It also assumes PEAK awareness during CA Climate Dividend distribution.
tDerived from the May 2013 quantitative and qualitative studies.
*#Estimates are illustrative and based on data less comparable to the CA Climate Dividend.
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The previous estimates for understanding, involvement, and advocacy are based on customer
response to the May 2013 studies and a few recent industry-related observations. Estimated
awareness is based on modeling and other data points of reference. The methodology behind
the awareness expectation is provided in greater detail below.

Arriving at estimated awareness based on broadcast media

For the purpose of creating a general expectation of awareness, a media awareness model was
employed. Media awareness models consider hundreds of case histories of media impact on
awareness. They require parameters to be set regarding levels of spend, flighting patterns,
types of media, and duration. Various scenarios were evaluated for the purposes of establishing
some baseline expectations. These expectations were further refined based on customer
segments as defined in the Customer Targets section of this report (Section 4).

Awareness ranges and the impact of media

For benchmarking achievable awareness levels, a straw man media plan was used to generate
a baseline. The plan assumes a $20MM annual spend focused on TV (highest awareness
generator) and employs an 8-week pulse flighting strategy. This plan is not intended as a final
spend level or media mix recommendation. Its only use is to create a baseline, low-end
benchmark.

This approach is capable of generating a 50-60% aided awareness level across California

households. With the pulse approach, awareness peaks during credit deployment and then
decays considerably thereafter.

$20MM ANNUAL SPEND PULSE FLIGHTING (Broadcast Spend Only)
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Assumptions: 433 GRPs per week (Y1); 413 GRPs per week (Y2) for 8 weeks prior to credit
deployment.
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(GRP stands for Gross Rating Point. A standard measure in advertising, it measures advertising impact. It is calculated
as a percent of the target market reached multiplied by the exposure frequency. Thus, if you advertise to 30% of the
target market and give them four exposures, you would have 120 GRP.)

A comparative spend level deployed as a continuous flight (all year) would typically result in a
steady awareness level that would peak after 10 weeks and then remain flat throughout the 2-
year duration. At the same spend level of $20MM per year, the maximum awareness level with
the continuous flight is expected to be approximately 30% lower than the pulsing strategy peak
awareness levels (35-40%). A higher media spend of $55MM annually with a pulse flighting
approach could generate awareness peaks in the range of 70%.

The Impact of Earned Media

A significant opportunity exists to generate awareness through earned media. A study
conducted in 2011 shows that earned media alone generates a respectable level of awareness
and, in combination with paid media, can bolster awareness by as much as 60% over levels
achieved with paid media alone.

Earned and Pald media's Effect on Brand Awareness
in the US, May 2011

% of respondents identifying brand

Eamed B
Brandcroatve —————————— E0

Pas P

control L3

Mot f=17,800
Source; Synaphic Digital and Kantar Video, "Teling a Story Hat Scales.

Eamed & Paid Newsworthy Farmats and Brang Afh-'ertrsﬁ. " Jume F1, 2011

12987 WA BMArKeter oom

The sequence of paid versus earned also impacts awareness. Awareness is maximized when
earned media follows paid:
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RESULTS BY SEQUENCE (EARNED AND PAID)

EARNED + PAID DELTA
UNAIDED BRAND
AWARENESS
EARNED > PAID 6%

‘Sowrce: Synaptic Digital and Kantar Video, *Telling a Story that Scalea: Earned & Paid Newsworthy Formats and Brand Advertizing,” June 21, 2011,

READ BILL BROAD OUTREACH HARD TO REACH TOTAL

EXPECTED PEAK AWARENESS

READ BILL BROAD OUTREACH HARD TO REACH TOTAL

Hitting a Meaningful Mark

A pulse flighting strategy employed eight weeks prior to each dividend distribution would
achieve a meaningful result. The $20MM first-year media budget speculated in this exercise
appears sufficient to support a reasonable level of awareness.

Considering the media model, the customer segments, and typical impacts of mass followed by
earn, plus the mix of tactics and channels contained within this Strategic Road Map, a
conservative goal for awareness would be a maximum awareness level just under 60%. This is
a directional goal and should not be perceived as a forecast.

These potential goals are based on the assumption that mass media with a $20MM pulse
flighting approach, supported by other recommended channels, will generate 45% awareness
(can be up to 55%). Earned media is assumed to generate an additional 40% lift over mass
(can be up to 60%). Earned media is assumed to have less incremental impact (10%) among
customers who may also see the dividend on their bill.
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Summary

A holistic measurement plan is recommended to track the success of the program and support
program refinement. With each phase, measurement will enable the evolution of the plan and
help optimize the overall spend level to gain maximum effectiveness. Key points:

* Primary research is recommended to measure the overall effectiveness of the program.
It is also beneficial as a diagnostic tool that can uncover barriers to awareness or
understanding.

e Metrics at the channel level provide the needed insight to optimize the mix of channels
and tactics against spend and maximum effectiveness in generating awareness and
understanding.

Benchmarks for success cannot be established until Phase I deployment and measurement.
However, with the recommended plans outlined in this document, it is reasonable to reach
awareness levels in the 40-60% range during peak dividend deployment times.
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Section 8
Administration
Putting the plan in place

Program management and dividend delivery options

Program Management Approach
Defining the right program architecture and organization to achieve the goals

When considering potential implementation models for the CA Climate Dividend program,
programs currently employed by both government and private entities were studied. The goal
was to find administration models for similar outreach marketing strategies.

Government implementations of statewide awareness campaigns

As part of the 2010 U.S. Patient Protection and Affordable Care Act (PPACA), state agencies
have been charged with creating awareness campaigns to educate and engage citizens in a
health insurance exchange through which individuals and small businesses can shop for health
insurance plans. Two recent white papers'? provide insight and guidance in educating a
population on such a program. Based on the marketing outreach implementation approaches
taken by the states of Massachusetts and Maryland, these white papers cover many aspects of
their implementation—strategic platforms, segmentation, media purchases, and partnerships.

These implementation approaches are relevant to the CA Climate Dividend program, as they
each used a central campaign entity to develop and present a unifying message tailored to
specific audiences. In addition, both statewide programs utilized local clubs and/or
organizations, managed and coordinated through that central entity, to help create genuine
relevance with their messages.

For each state’s effort, having a central agency create an ongoing mass campaign with unifying
messaging that humanizes and depoliticizes it was very effective. However, it needed to be
implemented at a local level in a way that would encourage citizens to pay attention and take
action. Examples of how the Massachusetts education program created relevancy include:

¢ Fan testimonials shown on the Fenway Park Jumbotron, in partnership with the Boston
Red Sox to connect and engage a largely uninsured segment—young males

e Delivery of informational flyers, in partnership with the Massachusetts Department of
Revenue, in advance of the tax penalty deadline to alert customers of the tax break
while they are preparing their tax returns

These two campaigns were considered successful in their ability to create awareness of the new
program and an impetus to act in customers. The key takeaway for the CA Climate Dividend
program is that a central agency who managed an overarching strategic awareness campaign
supported by local entities for a more targeted, relevant messaging was successful and
impactful for both of these state-level efforts.

Private-company marketing outreach campaigns

Often, a company’s business model, goals, and size are the driving factors in determining the
best plan for implementation. We therefore looked to the private sector to gain additional
insight into viable administration models.
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For an organization that needs both awareness and localized relevance, it is most common to
use both a central and distributed approach for implementation. That is, marketing strategy
and master messaging are handled through a central resource, while more localized activities
are decentralized to business units where the interaction with the customer happens, but the
organization has the capability to act on a coordinated basis.?> This model allows for a consistent
approach with strategic messaging, creative, analytics, and measurement, while simultaneously
creating flexibility for the team that is closest to the customer. The corporate message remains
consistent, while customer touchpoints create increased satisfaction and engagement. This level
of local and immediate action creates unique opportunities to turn awareness into engagement.

This model is typically implemented in private industry by organizations that have many
different locations and, therefore, many different types of customers. By utilizing this franchise-
type model, the organizations are able to create a consistent awareness campaign while
allowing the field locations to drive relevant messaging.

After a review of successful implementation models, the next step was to understand the
feasibility and potential ability for a third-party administrator to manage and implement the
recommended Climate Dividend outreach campaigns.

Viability of using only a third-party administrator

The benefits and feasibility of utilizing a third-party administrator to implement the CA Climate
Dividend education program were considered relative to the requirements dictated by the
strategy—an overarching awareness campaign supported through local/regional relevance. This
strategy will encourage customers to engage with and investigate the Climate Dividend
initiative. This awareness and interaction will create a customer response that will need to be
prepared for and managed successfully.

Given these objectives, and understanding that the management of this customer response will
be critical to awareness and satisfaction, it will be very difficult for an external administrator to
implement and support certain aspects in an effective and efficient manner. For example:

¢ Management and maintenance of CA Climate Dividend content on electricity provider
websites

e Training of call center representatives

*« Implementation and management of bill inserts

It is possible that the added costs for a central administrator to support these localized and
specialized requirements would reduce available outreach budget, or even reduce the amount
delivered back to customers, thereby reducing the overall impact and satisfaction with the
program.

Finally, administering the program through the energy providers adds the benefit of expanding
the customer opportunity. That is, when customers engage to learn more, the opportunity
exists to extend the conversation with an introduction to energy-efficiency and demand
response programs.

Strategic recommendation

The strategic recommendation for implementation and administration of the CA Climate
Dividend program builds upon the successes detailed in the third-party research above
combined with the experience and expertise of the individual energy providers. It is
recommended to have one statewide administrating body, such as an outreach agency,
reporting to the PUC or one of the energy providers, who manages the overarching strategic
messaging, branding, and awareness campaigns while enabling each energy provider to support
it with localized messaging relevant to its specific customers.
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Central Agency

Oversees the plan and the execution

Cwerarching Creative, Messaging & Campaign Assets
Media Procureament

Coordination Between 10Us

Coordination Of Partners, Vendars

Translation © Spanish Language

CPUC 10Us ESPs, CCAs, DAs
Oversees operations and Allocates Dividend and Support customer
shepherds cooperation Directs Local Efforts management, adapt asseis
{or assigns the task) Translate to local languages needed

Tracking & Measurement Agency
Assesses performance and impact

This recommendation will provide the benefit of a consistent awareness message (mass media,
website development) at the statewide level while allowing for the implementation of local-
marketing tactics (including program integration) right where the interaction with the customer
happens.

The advantages of this approach range from managing the awareness message from a single
centralized administrator to building awareness with consistent creative messaging and the
financial cost efficiencies of larger media buys. Additionally, the advantage of the local influence
is connection to a local strategy, including customer relevance (segmentation and messaging)
driven through localized media buys, social media interactions, and literature.

As an example of how a central message can be managed centrally but distributed locally, a
toolkit has been created to set the messaging standards, maximizing statewide awareness. This
approach will enhance the uniformity of the message and eliminate customer confusion arising
from multiple executions of the overarching strategy. The California Climate Dividend Public
Outreach Program Kit is available for download separately from this report at
www.CaliforniaClimateDividend.com.

Delivering the CA Climate Dividend

When the CPUC determined the objectives for the delivery of the CA Climate Dividend, they
outlined seven specific goals:
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1. Preserve the carbon price signal.

2. Prevent economic leakage. (Leakage, as defined by AB 32, is the reduction in emissions
within the state that is offset by an increase in emissions outside the state.)

3. Distribute revenues equitably, recognizing the public asset nature of the atmospheric
carbon sink.

4. Reduce adverse impacts on low-income households.

5. Correct for market failures that lead to underinvestment in carbon-mitigation activities
and technologies.

6. Maintain competitive neutrality across load-serving entities.

7. Achieve administrative simplicity and understandability.

In addition to the goals above is the realization that the Climate Dividend will, in all likelihood,
be the signal that creates initial customer awareness of the environmental efforts of the state
and a desire to learn more for many Californians. Therefore, it is important to understand the
potential impact of a variety of delivery methods to ensure the selected method will yield the

required outcome.

The recommended delivery method was determined through a two-step process:

* First, review existing research to understand what has been done for other utilities
and/or how it would work via specific methods.

e Second, conduct primary customer research to understand engagement and perception
of options.

A specific set of delivery methods was presented in research with the goal of understanding the
advantages, disadvantages, and customer perceptions of each, including the following:

e Credit on electricity bill

¢ Gift card (Starbucks, Amazon, Visa, Target, etc.)

¢ Rebate checks

¢ Donation to a charity

¢ Coupons/gift certificates for “green” home products (CFL lightbulbs, cleaning supplies,
etc.)

¢ Reduction in taxable income

In the end, a combination of the two research platforms was utilized to gather the required data
and inform a final plan.

Information from third-party research

1. Reduction in taxable income Without any current examples of energy providers in the
U.S. returning proceeds from cap-and-trade programs, focus turned to finding several countries
delivering, or planning to deliver, the proceeds to customers. In all of these programs, the goal
was to offset price increases from businesses paying higher costs. However, there are not
currently any reports associated with benefits or customer perception, likely due to the limited
time these programs have been in existence.

Province of British Columbia: Every dollar generated by the revenue-neutral carbon tax is
returned to British Columbians through tax reductions. For the 2011/2012 fiscal year, tax
reductions were expected to return $192 million more to taxpayers than the amount of carbon
tax paid.

France: The French government was considering a lump-sum tax credit on income, but the
proposal failed to be approved by the government.
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Germany: While the German government has not yet initiated the revenue dividend portion of
the European Union Emissions Trading Systems (EU-ETS), there are white papers theorizing
that it will take the form of an income tax reduction.

Australia: As part of its clean energy future plan, the Australian government will be issuing tax
cuts and increases in citizen pensions to offset the expected economic impact.

2. Bill credits Delivering a refund or rebate from utilities is commonly done via bill credits.
There are numerous examples, including several in California. Some of the positive and
negative aspects of the customer experience are:

Advantages:
¢« Timely payback for any inconvenience experienced
¢ Preservation of price signal to customers
¢ Limited additional environment impact (not printing and sending a separate piece of
mail)

Disadvantages:
¢ Limited awareness impact due to the attention paid to line items in bills

3. Rebate checks Rebate checks are also very common among utilities to incent desired
behavior or return savings to customers. Customer advantages and disadvantages include:

Advantages:
¢ Tangible form of appreciation
¢ Increased awareness
¢ Additional touchpoint providing opportunity to explain program

Disadvantages:
¢ Lack of timeliness
¢ Reduction in total payouts due to cost of administering and delivering
¢ Lost checks in mail
¢ Customers forgetting to deposit checks

4. Pre-paid cards Pre-paid cards are increasing in popularity and are becoming very common
in the everyday lives of customers. A few of the documented advantages and disadvantages:

Advantages:
¢ Increased consumer willingness to share positive feedback with their peers and social
networks

¢ Additional touchpoints for pushing messages/communications

Disadvantages:
« Difficulty in spending the exact amount of the card, creating unspent revenue left on the
card
¢ Perception as credit card offers when received in the mail (may be ignored)

Information from primary customer research

During the qualitative focus group discussed in previous sections, customers were asked for
their perceptions of the potential delivery methods. As a starting point, participants naturally
expected the credit to appear on their bill and reduce the amount due to the energy provider.
When other delivery methods were introduced, they envisioned more government waste in
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creating the gift cards or checks. They were also concerned that these alternative delivery
methods would actually do more harm to the environment (creating plastic or more paper
waste), which would be contrary to the goal of the program. Many respondents seemed open to
a choice between accepting the credit and donating to a green charity.

This motivation for donating or directing the credit to help combat global warming was also
evident in the quantitative study. A few of the open-ended, unaided comments from
participants include:

e “If [companies] are using solar energy or any other renewable energy, they should be
given an incentive instead of customers being given the incentive.”

e “The money could be better spent to eliminate the problem and not to just give people
credit. It should be used to eliminate global warming.”

Delivery method scoring process

Based upon the research gathered, the grid below has been created in an attempt to rank-order
the options available. Within the grid, a specific delivery method option has been given a score
from 1 (best) to 5 (worst) against each of the criteria identified. For example, bill credit was
given a 1 for “Environmental Impact From Delivery” due to its ability to be delivered with no
further printing, additional paper, or extra delivery process. Conversely, rebate checks were
given a 5 because of the nature of printing and mailing checks to every customer in California.

ot o . Additional

Coot EFF l:-:-ti:.'e- I;E;‘;‘: :_" IEI::::HE:I::I Tlrne-line_-u of A.uur_n noe of Ta irvk

Implementation Awarences Delivery Tactic Deliwery
B Graa 1 4 1 1 1 a8 1
Raduation of .
Tazabk Incama 5 & 2 & 2 L 24
Flabta Ehecks 3 2 5 4 4 2 20
Pru-Fald Cards 4 1 4 3 3 1 18
Donation to Charty 9 3 3 2 5 a 10

Strategic recommendation

Based upon research performed and input from customers, the bill credit is the clear winner for
the recommended delivery method. While the pre-paid card ranked second due to its impact
and flexibility, it is not recommended due to its high cost, environmental impact and
redemption barrier. In addition, the bill credit solution aligns with the strategic positioning of
cleaner air, while limiting the impact on the environment.
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For further inquiries, please contact Lisa Buljan at 972-506-3515 or at
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All reference sources are available in the appendix.

(End of Appendix 2)
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Quantitative Research Results

Methodology

Findings in this report are based on a survey conducted by JD Franz Research, Inc. Results
are based on 1,196 California adult residents,* including 650 interviewed on land line
telephones and 546 interviewed on cell phones. 103 interviews were conducted in Spanish.
(Survey questionnaire follows.)

Interviews took an average of 12 minutes to complete. Interviewing took place on weekday
nights and weekends May 2-8, 2013. Land line and cell phone numbers were called as
many as four times to increase the likelihood of reaching eligible respondents. Once a
landline was reached, an adult respondent (age 18 or older) was randomly chosen for
interviewing using the “last birthday method” to avoid biases in age and gender. Once a cell
phone was reached, it was verified that the respondent was age 18 or older and not driving.

Results were weighted on demographics to accurately represent the population of the state
of California.

*The initial total was 1,200. However, four responses were deleted after it was determined the respondents were
younger than 18 years of age.

Overall results
e 67% of respondents acknowledge that some action is required to help stop global
warming.
e 69% say there is a link between global warming and energy usage.
e 78% have heard of greenhouse gases (GHGSs).
o Of those who have heard of GHGs:
= 53% believe GHGs are responsible for global warming.
= 68% believe they contribute to GHG emissions.
e The Climate Dividend is a highly favored program. 57% either strongly or somewhat
favor the program. Only 23% oppose and 20% are undecided.
e However, most (61%) say they’ll have to pay more for energy because of this program.
e But this is California, where the majority (56%) says they are willing to pay more if it
means stopping global warming.
e 399% say the Climate Dividend will benefit them financially; by comparison, 68% say it
will encourage them to save energy.
e Reaction to seeing the credit on their bill (no description of the Climate Dividend given):

Climate Positive 34%
Dividend Want to know more about it 15%
e Try and find out more about it 8%
Be suspicious of it or not trust it 8%
Negative 4%
Ignore it 3%
Shocked or surprised 7%
Curious or confused 2%
Other 2%
Don’t know 20%

(Multiple-select question; percentages will not add to 100%.)
e A majority of respondents either have something positive to say about the Climate
Dividend or would like to know more about it.
e 10% of respondents say they would be suspicious of the Climate Dividend.
e Of those that wanted to know more information about the Climate Dividend:

Section 9: Appendix
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e Almost all (94%) of the respondents would look for more information about the
Climate Dividend on their bill.

77% would look on their energy provider’s website.

69% would look on the CPUC website.

64% would call their energy provider.

61% would ask a friend or family member.

Electric bill readership
e When asked about reading their electric bill:
e 25% read all of it.
e 25% read some of it.
e 21% glance through it.
e 21% do not look at it at all.
e 8% don't receive one or don’'t know.
e The “Read all” group is more likely than the “Not look” group to strongly favor the
Climate Dividend (25% vs. 14%).

Regions'

e Respondents who live in the Bay Area are more likely than other regions to think that
global warming is a serious problem and to believe there is a link between individual
energy use and global warming:

Central &
Southern Central Los North & Southern
Bay Area Farm Valley Angeles | Mountain California
Total (a) (b) (c) (d) (e) (f)
n= 1196 237 172 90 306 79 313
Please tell me Serious problem,
which one best action needed 34% 47%bcdef 24% 25% 36%b 27% 33%b
sieesvsrl[t(;isgyllgsgl Could be a serious
warming] pro_blem, some 32% 32% 39%f 30% 31% 29% 29%
action
More research
before action 210/0 140/0 220/03 270/0a 220/03 310/0a 200/03
It is not a problem,
no action 110/0 60/0 100/0 160/0a 100/0 70/0 150/0a

(Results are based on two-sided tests with significance level of 95%. For each significant pair, the key of the
category with the smaller column proportion appears under the category with the larger column proportion.)

e Respondents in the North & Mountain area are less likely to favor the Climate Dividend

program.
Central &
Bay Southern Central Los North & Southern
Area Farm Valley Angeles Mountain California
Total (a) (b) (<) (d) (e) (f)
n= 1196 237 172 90 306 79 313

Would you say you Favor 57% 64%e 56%e 55%e 58%e 38% 57%e
strongly favor, somewhat
favor, somewhat oppose Oppose 23% 19% 25% 28%d 17% 38%abd 27%ad
?;,,ff;‘;’g %}/V%ﬁfigﬁ? Don't know | 2005 17% 19% 18% 25%af 24%f 16%

(Results are based on two-sided tests with significance level of 95%. For each significant pair, the key of the
category with the smaller column proportion appears under the category with the larger column proportion.)

TRegions were defined from the CDSS/DAPB study.

Section 9: Appendix
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Respondents were designated “Green” if they agreed with ALL of the following, while
those who disagreed with ALL of the statements were designated “Anti-Green”:

O
O
O

O
O
o
o

The ‘Anti-Green’ segment makes up 13% of all respondents.
They greatly disapprove of the Climate Dividend (64%).

O
@)
O

Action is currently needed to help combat global warming.
There is a link between energy use and global warming.

I am willing to pay more if it means reducing global warming.
The “Green” group or segment makes up 38% of all respondents.

They approve of the Climate Dividend program (75%).
49% say the dividend will benefit them financially.

84% say that receiving the climate dividend will encourage them to save energy.
They are more likely to live in the Bay Area and in Los Angeles.

80% say the Climate Dividend will not benefit them financially.
Only 23% say that receiving the Climate Dividend will encourage them to save

energy.

Respondents not defined as “"Green” or “Anti-Green” were categorized as “All Others.”
This group’s behaviors mimic those of the total California population with two

o

exceptions:

= They are more likely to say that more research is needed before action should be
taken to combat global warming.

= They are less willing to pay more if it means reducing global warming.

Climate Dividend Favorability
80% - 75%
70% -

] 57%
60% 53%
50% -
40% -
30% -
20%
20%
10% -
0% — — =
Total Green Anti-Green All Others
M Total HGreen M AnNti-Green © All Others

(Either strongly favor or somewhat favor)

Favor vs. oppose the Climate Dividend

79% of those in favor of the credit think that some action is currently needed to stop
global warming, compared to 40% of those who oppose the Climate Dividend.

81% of those in favor think there is a link between individual energy use and global
warming. Only 46% of those who oppose think there is a link.

Section 9: Appendix
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e Those who favor the Climate Dividend are also much more likely to think that GHGs
cause global warming: 66% vs. 32%.
e Those who favor the dividend are slightly more likely to read their energy bills: 53% vs.
45%.
e Those who favor the Climate Dividend skew:
Higher for all minority groups
Female
Age <44
Renters
Bay Area and Los Angeles regions
hose who oppose the Climate Dividend skew:
Caucasian
Male
Age 55+
Higher income (for those who strongly oppose)
Higher education (for those who strongly oppose)
Homeowners
North & Mountain region
Radio listeners

O

O 0O 0O O OO OO -0 0 0 O

Favor Oppose Don’t
Demographics Dividend Dividend know
(a) (b) (c)
n= 676 278 242
Age
18-34 37% 33% 33%
35-54 42%b 34% 36%
55+ 21% 32%a 31%a
Gender
Male 48%c 60%ac 39%
Female 52%b 40% 61%ab
Ethnicity
African-American 7%b 2% 3%
Asian or Asian-American 14%b 5% 15%b
Caucasian 42% 64%ac 43%
Hispanic 28%b 19% 32%b
Other 9% 10% 6%

(Results are based on two-sided tests with significance level of 95%. For each significant pair, the key of the
category with the smaller column proportion appears under the category with the larger column proportion.)

Reasons for opposing the Climate Dividend
The reasons for not supporting the Climate Dividend were broken into five main groups:
¢ Not a real solution or won’t solve the problem
o “It does not seem to be the real possible solution. It does not make any sense to
me.”
“It is inefficient. I think it is useless.”
o “I don't really think that it is going to solve the problem. I think they are going to
just think that they are going to solve it, but it is not.”
¢ Would end up paying more in the long run
o “I strongly oppose cap and trade because it increases the cost of doing business
which is passed onto the customers, and it is a tax.”
o "“The price would go up, and we would have to pay more.”
o “They will just pass the burden to consumers.”
¢ Need more information

Section 9: Appendix
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o "I have very little information on it, because the term itself seems deceptively
vague.”
o "I would like to read more about it to know what it is about.”
o "I really have to fully see the details before I will approve or disapprove.”
¢ Not the government’s place or don’t trust the government
o “I oppose anything that the government utility company does because I don't trust
them.”
o ‘It is more government control. It would be difficult for families. It is too much
government control.”
o "I don't think it is the government’s job.”
¢ No such thing as global warming
o “Everything that is going in the atmosphere is God’s doing.”
o "I think the global warming goes up and down. It has nothing to do with people. That
why I would oppose it.”
o "I do not believe in global warming and the greenhouse gas is a joke.”

Reasons for favoring the Climate Dividend
Among those in favor of the Climate Dividend, the top reasons for support include:
¢ The money from the credit is good/will help me
o "“Itis always good to have some type of credit.”
o “Itis going to be reducing my monthly bill.”
o It will lower my bill. If it will actually help the environment and lower my bill, I will
favor it.”
e It's good for the environment (air quality, GHGs, global warming)
o “It sounds like it would be beneficial to the environment.”
o "It will help the environment and the people.”
o “It would reduce greenhouse gases and global warming.”
e I want businesses to reduce their energy usage
o "It would force the businesses to initiate better usage of the energy.”
o “There is a responsibility on the part of all the businesses.”
o "It advocate[s] less pollution for corporations and businesses.”
e Generally like the idea, but I need to do more research
o “Itis a good idea, and that is why I am in favor. I need to research about it.”
o "It sounds like a good program, but I need more information.”
o "It sounds something very positive, but I need to know more about it.”
e Favor the dividend, but cautious about potential price increases
o “The restriction may contribute to more fines or other costs, which will make it
harder for businesses.”
o "“The credit is good because they are taking steps to reducing greenhouse gases, but
it would be passed on to the consumer.”
o "I somewhat approve it. The reason is the fact that [businesses] might increase the
price of their products and services in order to deal with this credit.”
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Quantitative Research Questionnaire
CONTACTING THE TARGET
# 1a) Hello, I'm [Your name here] calling from [Research Company]. We are

conducting a brief survey among California residents about their opinions
on the environment and recent policies the state of California has
implemented about the environment.

This is not a sales call; we are calling for research purposes only.

[ASK IF CELL PHONE SAMPLE, ELSE SKIP TO Q.1e]

# 1b) Did I reach you on a cell phone?
[S]
Y S 1ttt ittt e [CONTINUE] 1
N O ettt et [SKIP TO Q.1e] 2
# 1c) Are you driving a vehicle at the moment?
[S]
Y S ettt ettt [CONTINUE] 1
1N TS [SKIP TO Q.1e] 2
# 1d) When would be a better time to reach you?

[OBTAIN AND RECORD CALLBACK TIME AND NEW NUMBER (IF
NECESSARY)]

SCREENERS

# le) Do you or any member of your household work for the California Public
Utilities Commission, or the Air Resources Board?

[S]
Y e [TERMINATE] 1
N O ettt ettt e e [CONTINUE] 2

[ASK ALL LANDLINE SAMPLE, ELSE SKIP TO Q.2]

# 1g) In order to determine who to interview, could you tell me, of the people
who currently live in your household who are 18 or older, who will have
the next birthday?

RESPONAENT ..ot [SKIP TO Q.2] 1

ANoOther resSident. .. cviii i i [CONTINUE] 2

Don’t KNow/Refused......ovviiiiiiiiiii i [SKIP TO Q.2] 3
# 1h) Are they available to speak with me?

Y S ettt [REPEAT INTRO THEN CONTINUE] 1

NO vt [RECORD NAME AND SCHEDULE CALLBACK] 2
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Don't KNOW/REfUSEA....oiiiiiiiiii i i [TERMINATE] 3

GLOBAL WARMING AND GHG

2)

First I would like to ask, have you ever heard of global warming?

[S]
L= 1
) 2
(DO NOT READ) DONt KNOW ...ttt e s e e e e 98
(DO NOT READ) REfUSEA ...viieiieeieiiee e et e aee e eeeenes 99

[ASK IF Q.2 = 1, ELSE SKIP TO Q.3]

#

#

2a) Now I am going to read you a list of four statements about global

warming. Please tell me which one best describes your view.

[S]
It is a serious problem and immediate action is necessary ............ccenuee. 1
It could be a serious problem, and we should take some action now ....... 2
More research is needed before action is taken ... 3
It is not a problem and does not require any action ..........ccooviiiiiinnnnen. 4
(DO NOT READ) Don’t KNow/NO OpPinioN .....c.ovuvieiieiieiiieie e eeeae 98
(DO NOT READ) REfUSEA . .viiriiiiiiiii it se i iee s s nnenaneeneens 99

2b) Do you believe there is a link between global warming and individual energy

usage?

[S]
= 1
Y 2
(DO NOT READ) DONt KNOW .1uitiitiitiiiiiisiis s sttt et st e e et e e e e eaeeaes 98
(DO NOT READ) REfUSEA +iuviitiitiiiiieiie ittt et eeaeaaeanentaananeenes 99

2¢)

3)

Would you be willing to pay more for energy, goods and services if it
means reducing the impact of global warming?

[S]
0= 1
1 2
(DO NOT READ) DONT KNOW . .utiiiitiiiiieis i eiie st re e s et e enee s eaeeenes 98
(DO NOT READ) REfUSEA . uiiitiiiiiiii i it 99

Next, have you ever heard of Greenhouse Gases?

[S]
= 1
1 2
(DO NOT READ) DONt KNOW .uuitiiiiiiieiiiiiiie e saeeseesesnesessnssnessnennes 98
(DO NOT READ) REfUSEA ...viieiieeieiiee e e et eaeeeeeenes 99
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[ASK IF Q.3 = 1, ELSE SKIP TO ENERGY BILL TEXT]
# 3a) Do you believe that Greenhouse Gases create air pollution?
[S]
B (T 1
0 2
(DO NOT READ) DONt KNOW .uuiitiiiiiiiiiiii e siee s sessesnesassnssnesnneenes 98
(DO NOT READ) RefUSEA ...viieiieiieiiee e e ettt aae e ae e e 99
# 3b) Do you believe that Greenhouse Gases are responsible for global warming?
[S]
B (T 1
N O ettt ettt e 2
(DO NOT READ) DONt KNOW .uuiitiiiiiiieiiiiiie e siesseesesnnesassnssnesnneenes 98
(DO NOT READ) REfUSEA ...eiieiieeieiiee et et e e e aeeeenes 99
# 3c) Do you believe that Greenhouse Gases are something that you contribute
to?
[S]
= 1
0 2
(DO NOT READ) DONt KNOW ..uutitiieiiee et e e e e e ee s 98
(DO NOT READ) REfUSEA 1.uviitiiiiiiiiiii it it s et na e aa e 99
[ENERGY BILL TEXT] Next, I would like to ask you about your energy bill.
# 4) When you receive your energy bill, do you usually read all of it,
read some of it, glance through it or not look at it at all?
[S]
Read all Of 1L v e 1
LTz 1o Yo g g T=INe ) | 2
GIanCe tNrOUGR GE...... ..ottt ettt et aieeaineaas 3
Not look at it @t all ..o 4
(DO NOT READ) I don't receive an energy bill .......ccoviiiiiiiiiiee, 97
(DO NOT READ) DONt KNOW 1.ttt se s st ste st s e e e e 98
(DO NOT READ) REfUSEA +..eivevieieeiiiiieeeeeeiie s e e esaaie s e e e st s e e s eanaanns 99

DIVIDEND PERCEPTION

[ASKIF Q.4 = (1,2,3)]

# 5) What would your reaction be if you were to see a credit on your energy
bill labeled ‘Climate Dividend’?
[DO NOT READ LIST]

[M]
Want to kKnow more about if.....oceviiiiii i 1
Try to find out more about it (Call energy company, visit website).......... 2
LGNOIE Tt 3
Be suspicious Of it/NOt trusSt it.....oviriiii i 4
Other (RECOIMA @NSWEL) ..nuiui ettt ettt e e e e e e e e enens 5
(DO NOT READ) DONt KNOW 1.ttt se s st et a et e e ne e e e s 98
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(DO NOT READ) REFUSEA ...vvveeeeeeeeeeeeeeeeeeeeeeeeeeee e e eee e e e e e e eeee e e e 99

[CLIMATE DIVIDEND TEXT]
Now I'm going to read you a description of this Climate Dividend:
Under a new state program, every residential energy customer in
California will receive a credit called a ‘Climate Dividend.’ This program
limits how much Greenhouse Gas a business can produce and allows
businesses to sell credits to other businesses that produce less than their
limit. Revenue made by energy companies from this program will be
given to customers on their bill in the form of a Climate Dividend.
[READ TWICE IF NEEDED, IF RESPONDENT IS STILL CONFUSED THEN
MARK '97']

# 6) Would you say you strongly favor, somewhat favor, somewhat oppose or
strongly oppose this Climate Dividend credit?

[S]
SErONGlY AV O it e e 1
SOMEWNAt faVOr i 2
SOMEWNAt OPPOSE .. 3
1Y o] ale] AV o] o] oo 1=T= T 4
(DO NOT READ) Respondent does not understand.......... [SKIP TO Q.8] 97
(DO NOT READ) Don’t KNow/NO OPiNiON ..uiueiiiiiievieese v vieenneenneenes 98
(DO NOT READ) REfUSEA 1.uviieiiiiieiiii et s s e st et e e e eae s 99

[ASK IF Q.6 = 98,99]
# 6a) Why do you [PIPE RESPONSE FROM Q.6] the Climate Dividend credit?
[PROBE FOR CLARITY AND SPECIFICS]
[PROBE FOR OTHER REASONS: Why else?]
[RECORD VERBATIM]

# 6b) Do you believe that, as a result of this new policy, you will pay more for
energy, goods and services?

[S]
0= 1
Y 2
(DO NOT READ) DONT KNOW ..ttt iiieis i i st e s s e e nee e nneeeaes 98
(DO NOT READ) REfUSEA ..viiiriiiii it it eee e e 99
# 6d) Do you believe the Climate Dividend credit will benefit you financially?
[S]
0= 1
Y 2
(DO NOT READ) DONT KNOW ..ttt it s i s ie st s e enee e naeeeaes 98
(DO NOT READ) REfUSEA ..uiiitiiiii it i i e 99
# 6f) Do you believe that receiving the Climate Dividend credit will encourage

you to work with others to reduce global warming?

[S]
B 0 1
1 2
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(DO NOT READ) DONt KNOW .1 titiiiteiieesiesinesnnesanesneennesnnesnnssnnssnesnneenes 98
(DO NOT READ) RefUSEA ...ciriiiiiiii ittt s e nenneneenns 99
# 69) Do you believe that receiving the Climate Dividend credit will encourage

you to save energy?

[S]
(T 1
o 2
(DO NOT READ) DONt KNOW .t uiitiiitiiieesieeiteeieeraeeseesnesaneseesnnssneenneenes 98
(DO NOT READ) REfUSEA .uviieiitieiieiieiiee ittt e e ee e e naennenneneaeanes 99

[ASK IF Q.5 = 1,2]

# 7) Earlier you indicated you would try and find out more information about
the Climate Dividend credit. I would like to know how you would find out
more information about this Climate Dividend. Please tell me ‘Yes’ or ‘No’
for each of the following statements.

Would you [INSERT STATEMENT]? Yes or no?

(REPEAT ‘Yes or No” AS NECESSARY)

[EXAMPLE OF ON-SCREEN DISPLAY]
[ROTATE STATEMENTS]

[S]

LT 1
0 2
(DO NOT READ) DONt KNOW .uutitiiiiiiieeiiiiesiee e see e naeseesnssneenneenes 98
(DO NOT READ) REfUSEA ...eiieiieiieiie e e e e e e 99

#  7a) Visit your energy company’s website

#  7b) Visit the California Public Utility Commissions’ website

#  7c) Call your energy company

#  7d) Look on your energy bill

#  7e) Ask a friend or family

# 8) Has your household participated in any programs offered by your energy

company to help customers reduce their energy usage? These can be
programs such as rebates for energy-efficient products, energy audits, tools
to help customers understand how to save energy, or donations to carbon
footprint-reduction programs.

[S]
LT 1
1 PP 2
(DO NOT READ) DONt KNOW .\ttt et e e e e e e e e enes 98
(DO NOT READ) REfUSEA ..uviiriiiiiiii it s e v n e n e reenaee e 99
MEDIA HABITS
# 14) Now we would like to understand how much television, including cable,
you tend to watch over a typical 7-day period.
Would you say you watch...?
[S]
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[ ET 3 o =1 T T T 1
I o T T 01U =
LS J o T 01 T T U =
0 o R T T ]
IR T (0 T2 0 I 0 1 YU
B2 O o il 2 =Y 2 1o T U -
(DO NOT READ) DON'T KNOW .1t ititiiiiiti it iiee s e eaee s e e s e nnae e raneeeanneas
(DO NOT READ) REfUSEA ..ttt it et re e

[ASK IF Q.14 = 3-6]

14a) Now I'm going to read you a set of statements about the number of

commercials you see when watching television. Please indicate which best
describes your viewing of commercials.
[READ LIST]

I rarely watch television with commercials ..o
I watch television with commercials but rarely pay attention to

L =T 0 PP
I watch television with commercials but only pay attention to the
commercials

that INEErest ME o e
I watch television with commercials and pay attention to most of

the

(o] 1 0] 0 8 1= /o = | £ PP
(DO NOT READ) DON'T KNOW .t ttttitiiiet it vieesiaeesae e ssae e sae e sannesenneeannneas
(DO NOT READ) REfUSEA ..viuiieiieiiee ittt e e e e ae e neeneenes

15) Now we would like to understand how much radio you tend to listen to
over a typical 7-day period.
Would you say you listen...?

[T o = T T 2 o 1 1
I 0 T T 01U =
(ST oo T 0 1 o YU
0 o 0 R T T T
R T 0 2 0 T 11 =
B2 O oY ol o g Lo Y I 10 111 T
(DO NOT READ) DONt KNOW .. .ttitiitiitiieeieeaee e e e e e e e e e e e e eneenes
(DO NOT READ) RefUSEA ittt st aeas

16) Now we would like to understand your Internet usage over a typical 7-
day period.
Would you say you use the Internet...?

I ET 30 o = T T T 1
1 o T T 11
LS J 0 T 01 T T U
0 o 18 T T
IR 3 (o T2 0 1 o T YU N
124 0 o Y il 2 /=T 2 10 1 U1 -
(DO NOT READ) DON'T KNOW .t ttitiiiitti it i e e s s et e st e aaae s eiaeeaaaeeas
(DO NOT READ) REfUSEA . .viueieiieiiie ittt ettt et e e e e ae e aaeaeeneenes
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DEMOGRAPHICS AND PHONE USAGE
Now just a few questions for statistical purposes only.
# 17) How many people, including yourself, live in your household?
(ENTER EXACT NUMBER 0 - 97; 98 = DK; 99 = REF. DO NOT ACCEPT A RANGE.)
[ ]
[ASK IF Q.17>1]
# 17a) How many, including yourself, are adults, age 18 and older?
(ENTER EXACT NUMBER 0 - 97; 98 = DK; 99 = REF. DO NOT ACCEPT A RANGE.)
[ ]
[ASK ALL LANDLINE SAMPLE]
# 18) Now thinking about your telephone use... Do you have a working cell phone?
[S]
Yes, have Cell PRONE ... 1
NN 0 e [ T 0 T ) 2
(DO NOT READ) DON't KNOW 11ttt ettt et e e eeeaeanenaenaannanaaeas 98
(DO NOT READ) REfUSEA...tuiitiitiiiiittite it eteaaateaeesteataasaaneaaenneneaaeannennanens 99
[ASK IF Q.17>1 AND Q.18 !'=1]
# 18a) Does anyone in your household have a working cell phone?
[S]
Yes, someone in household has cell phone........coiiiiiiiii i 1
0 2
(DO NOT READ) DON't KNOW 1titiiiiiiiie it et ve e e e vaenaennanaeea 98
(DO NOT READ) REfUSEA...ttiitiitiitiitiiteiteatestaasesaestestaasanseasensansaasaneannannns 99
[ASK ALL CELL PHONE SAMPLE]
# 18b) Now thinking about your telephone use... Is there at least one telephone
INSIDE your home that is currently working and is not a cell phone?
[S]
Yes home telEPNONE ... u i e e e 1
NO, hOME LGP NONE e e 2
(DO NOT READ) DON'E KNOW .uiiiiiiiiiiie it iee s aeesee s e s e seesesnnesaneenneens 98
(DO NOT READ) REfUSEA. ... ettt et e e e e e e e e eeanens 99
[ASK IF DUAL AND SINGLE-PERSON HOUSEHOLD ((Q.18=1 OR Q.18b=1) AND Q.17=1)]
# 18c) Of all the telephone calls that you receive, do you get [READ AND RANDOMIZE OPTIONS 1
[S]
All or almost all calls on a cell phone ... 1
Some on a cell phone and some on a regular home phone.............cc.ciienee. 2
All or almost all calls on a regular home phone........c.cooo i 3
(DO NOT READ) DON'E KNOW .eiuiiiiiiiiee e it te s e s es s e ae s es s e s snnsnneennnens 98
(DO NOT READ) REfUSEA. ..uuiiieitiiiieie et e et e e ae e e e e e e eeenens 99
[ASK IF DUAL AND MULTI-PERSON HOUSEHOLD ((Q.18=1 OR Q.18a=1 OR Q.18b=1) AND
Q.17>1)]
# 18d) Now thinking about all the people in your household, including yourself, of

all the telephone calls that your household receives, are [READ AND
RANDOMIZE OPTIONS 1 AND 3—KEEP 2 ALWAYS IN THE MIDDLE]?
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[S]
All or almost all calls on a cell phone ... 1
Some on a cell phone and some on a regular home phone.............cc.coienta. 2
All or almost all calls on a regular home phone.......cciiiiiiiiiiiiiic i 3
(DO NOT READ) DON'E KNOW . utiiiitit i tei e st e e e e snae e enneeaanneaas 98
(DO NOT READ) RefUSEA. .ttt ittt it v se e s viee e ae s e aaneeneaas 99
# 19) (DO NOT ASK — RECORD BY OBSERVATION)
[S]
1= =P 1
=T =1 = 2
# 20) In what year were you born?
[S]
(ENTER EXACT YEAR 0098 = DK; 0099 = REFUSE )
[ 1
# 21) Do you own, rent or lease your home?
[S]
6 171 T 1
=] 2
T < 3
(DO NOT READ) DONt KNOW . .eiieiiii e et e e e e 98
(DO NOT READ) RefUSEA . .viiriiiiiiiei i sieeievaeeviee e snesnnesanennennesnnenns 99

[ASK IF Q.21 = 2]
# 22)Do you pay your electricity and/or gas bill yourself, or is it included as a part of
your rent?

[S]

Pay Separately ..oooeiiii i 1

Included as part of MY rent. ..o e 2

(DO NOT READ) DONt KNOW uviiiiiiiiieiiieesesnevaseseesnesnnesnssnssnesnnennes 98

(DO NOT READ) REfUSEA ...viieiieiieiiee e e et e e e e 99
# 23) What was the last grade or level of school you completed?

[ONLY READ LIST IF NECESSARY]

[S]

Some high SChOOI ... e 1
Graduated high sChool... ..o 2
SOME COBGE it 3
Two-year degree/Trade or Technical degree .........ccoiiiiiiiiiiiiii e, 4
Four-year college degree ..ot i e e 5
Post graduate work or degree (Master, PhD, law degree)..............ocevenis 6
(DO NOT READ) DONt KNOW 1.viieiiiiiteiie e st ae e veesenanennneenenneanes 98
(DO NOT READ) RefUSEA ...viiriiiiiii i i e e e ne e snnennenneennenns 99

# 24) Do you consider yourself to be? (READ LIST)

[S]

YAV i aTor=T oMo T oAV i gler=T o B AN g U= o ot=] o 1R 1
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PN 1= 1 a o ] gl AN = B Y 1 2 1= o ot 1 o S
L= 11 Tt 13 1= o S
HiSpaniC OF Latino ..oouiiiiiiii e
30 o =Y ol o
Or something else (and what would that be?) ............ceeeee.
Prefer NOt 10 AN SW T wiiiiiiiii i e e s e s i e s raaaes 98
(DO NOT READ) RefUSEA ..uiiiiiiiii i i i e e 99

# 25) For statistical purposes only, please tell me which of the following best
represents your household’s total annual income before taxes. (READ
LIST)

[S]

UNder $30,000 . ..uuiiitiiiti e v
$30,000 but less than $50,000 .....uueeeriiiireererriirrerriirrrerrrninnrerrrannnnees
$50,000 but less than $75,000 ....ciiiiiiiiiiii i e
$75,000 but less than $100,000 .....viiriiiiiiireii i e
$100,000 but less than $150,000 ...uvviiriiiiriiiiiiiiie i eaeeeanaes
$150,000 but less than $200,000 .....cceviriiiriiiie i
$200,000 OF MO .ttt ittt ettt e et a e a e et e e e ane e aneeane s
(DO NOT READ) DONt KNOW 1.ttt e se s st et a e e e e e ee e 98
(DO NOT READ) REfUSEA +...iivvviieeeiiiiieeeeeiiie s e e e s e e e e et s e e e eeraanns 99

# 26) What is the Zip Code where you live?

(ENTER 5-DIGIT ZIP: 99998 = DK; 99999 = REFUSE )
[ ]

# CLOSE
Those are all the questions I have for you. [THANK RESPONDENT]
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Qualitative Research Results

To inform the development of the California Climate Dividend Public Outreach Program
communications, Targetbase commissioned King Brown Partners to conduct primary
research among residential customers across the state in June 2013. The summarized
findings that follow are taken from “Climate Dividend Communications: Summary of
Qualitative Research,” prepared by Paul Peterson of KBP.

Approach
Objectives The overall purpose of this research was to inform development of a
communications approach and specific messaging around the Climate Dividend to residential
customers.
Specific objectives included the following:
e Understand current awareness (if any) and perceptions of the program
e Explore comprehension and perceived relevance of the program (based on a written
description)
e Identify perceived benefits of the program, anticipated actions taken as a result, etc.
e Explore receptivity, relevance and comprehension of a number of conceptual
messages for the program

Methodology A total of 6 focus group discussions were completed among residential
customers in three markets, as follows:
e 2 groups in San Diego
e 2 groups in Riverside
e 2 groups in Sunnyvale
Respondents were segmented into higher and lower income segments within each market.
Participants were screened to meet the following criteria:
e Responsible for household decisions about their utility provider
e Mix of genders, ethnicities, household size
e Customers of SDG&E, SCE, PG&E or local/regional alternatives (e.g., Colton Electric,
City of Riverside, Moreno Valley Electric, City of Corona, Silicon Valley Power, City of
Palo Alto)

Key findings

- Awareness of the California Climate Dividend - or of the state’s cap-and-trade
program - was non-existent among this set of customers.

 When queried, most initially assumed the program to be an incentive for residential
customers to reduce their energy consumption. Their interpretation of a series of
brief descriptive sentences tended to reinforce this misperception.

+ More detailed descriptors of the program consistently raised additional questions and
heightened skepticism among most customers who admitted to being predisposed to
distrusting their utility providers.

+ Most assumed there to be “a catch” in the program—noting that it was highly
suspect that they would be getting "money for doing nothing” via the dividend.

- Participants indicated that they were likely to take note of the dividend when it
appeared on their bill/statement. The degree of follow-up investigation varied
according to the individual predilections of each customer, although all indicated a
desire for at least some basic explanation of what the credit was and why they were
receiving it.

- As well, many wanted to know whether this was a temporary credit and whether
they could do anything to influence the actual amount of their household credit.
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Overall, respondents were in almost universal agreement that simple,
straightforward and candid explanations of the program were preferred.
Participant-generated articulations of the program in their own words typically
included the following:

o Specification of the credit to start (specific dollar amount, appears as a credit on
your bill, every household gets the same credit, every six months)

o A brief statement of purpose and context (as part of a program to reduce
greenhouse gases, targeting industries to reduce their emissions, helping control
climate change)

o Assurances about the source and impact of the credit (revenue generated from
the program is paid out to customers, not funded from state budget, not a refund
of overcharges, can help offset any economic impact of the program on prices or
rates)

Conclusions and implications

Residential customers are likely to react to the Climate Dividend program in a variety
of ways, although most are accepting with only minimal curiosity.

Most customers indicate that the inclusion of a credit on their bill would be a pleasant
surprise and generally welcome, raising questions only about why it appeared and
whether it was anything more than a one-time credit.

The program itself is not without controversy and is likely to have its detractors,
particularly among those customers who are concerned about increased
bureaucracy, the potential for abuse, and an unwelcome economic impact (driving
business to relocate outside of California and/or increasing costs/rates for consumers
in the state).

Detailed explanation of the program, while necessary and appropriate for those
desiring more information, only raises questions and concerns among the majority of
customers.

Direct, simple and honest communications that reference the reason for, and the
timing of, the credit suffice for the majority of customers to assuage any concerns
and provide enough context to answer their (minimal) questions.

Acceptance and appreciation of the Climate Dividend program is increased when the
program is depicted as on one of a series of programs designed to improve energy-
efficiency across California.

In this context, customers react very favorably to the visual concepts emphasizing
the reduction in one’s “carbon footprint.” When the concept is focused entirely on the
Climate Dividend (cap-and-trade program), most prefer visuals that overtly depict
the money savings.

Consideration should be given to the use of the term “dividend” in describing the
credit, given its potential for misunderstanding and its association with investments
(and the associated tax exposure, for those familiar with the term in the investment
arena). If the name remains unchanged, explanatory text should make significant
use of the term “credit” to telegraph the customer benefit and minimize confusion.
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Background Research

The following was developed as a high-level primer for the internal Targetbase team as
work began on this report. Not all information contained was directly relevant to the
outreach program. Therefore, it was not all included or referenced in the main body of the
report; however, it may prove interesting and provide context.

Background

On December 28, 2012, the Commission issued D.12-12-033, which directs Pacific Gas and
Electric Company (PG&E), SCE, and San Diego Gas & Electric Company (SDG&E)
(collectively referred to as the Investor Owned Utilities or IOUs) to allocate GHG allowance
revenues, including interest, in the following manner and order:

1. Compensate emissions-intensive and trade-exposed (EITE) customers for electricity
cost increases resulting from the Cap-and-Trade Program

2. Offset the rate impacts of the Cap-and-Trade Program in the electricity rates of small
businesses, defined as entities with monthly demand not in excess of 20 kilowatts in
more than three months within a twelve-month period, through a volumetrically
calculated rate adjustment

3. Given the disproportionate cost burden currently reflected in upper-tier residential
rates and the limited ability to pass Cap-and-Trade Program costs through to
residential customers on the basis of cost responsibility, neutralize the rate impacts
of the Cap-and-Trade Program on residential electricity rates through a
volumetrically calculated rate adjustment

4. Distribute all revenues remaining after accounting for the revenues allocated
pursuant to the prior three uses to residential customers on an equal per residential
“household” basis delivered as a semi-annual, on-bill credit (Climate Dividend)

Scope of 2013 outreach activities

In 2013, SCE will implement a competitively neutral outreach plan that balances the
requirement in SB 1018 to obtain the "maximum feasible public awareness of the crediting
of greenhouse gas allowance revenues” with the Commission’s directive to "“maximize
allowance revenue received by ratepayers.”

To achieve this balance, SCE will actively engage customers through a variety of low cost
channels, such as on-bill communications, newsletters and fact sheets. SCE will also use
other channels including email, web, call center, and social media to reach diverse
audiences. In addition, SCE will leverage existing, thematic marketing activities and
campaigns to help maximize customer awareness.

Target audience
Bundled (Non-DA or CCA) Customers
e Primary Target: Customers receiving a GHG allowance revenue return, including:
residential, small business/agricultural & pumping (under 20 kW of demand), and
EITE entities
e Secondary Target: Business customers with demands 20 kW and above, who will see
cost increases on their SCE bill due to the Cap-and-Trade Program

DA or CCA Customers
e Target: Customers receiving a GHG allowance revenue return, including: residential,
small business/agricultural & pumping (under 20 kW of demand), and EITE entities

Messaging
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Research results also indicated that phrasing should be straightforward and make clear that
the policy will reduce GHG.

When asked how the GHG policy should be referenced, "GHG Reduction” was cited as the
top choice among survey participants.

Furthermore, findings indicated that any discussion of the Cap-and-Trade Program needs to
emphasize the “cap” in Cap-and-Trade, as “trade” makes customers suspicious. Customers
need to hear unqualified language that makes clear the Cap-and-Trade Program will reduce
GHG. For example, messaging might read: "Each year, the cap on the amount of
greenhouse in the whole system has to go down a little more.”

Source:
Akbar Jazayeri, Southern California Edison, "ADVICE 2864-E (U 338-E),” March 15, 2013.

I. Overview of GHG

Global Climate Change
The following discussion provides an overview of global climate change, its causes, its
potential effects, emission sources, and inventories.

Global climate change is the observed increase in the average temperature of the Earth’s
atmosphere and oceans in recent decades. Global surface temperatures have risen by
0.74°C £ 0.18°C (1.1 °F £ 0.4°F) between 1906 and 2005. (The rate of warming over the
last 50 years of this period is almost double that over the last 100 years.)

The prevailing scientific opinion on climate change is that most of the warming observed

over the last 50 years is attributable to human activities.

e The increased amounts of carbon dioxide and other GHGs are the primary causes of the
human-induced component of warming. (GHGs are released by the burning of fossil
fuels, land clearing, agriculture, and other activities, and lead to an increase in the
greenhouse effect.)

e The gases that are widely seen as the principal contributors to human-induced global
climate change are:

1. Carbon dioxide (CO,)
In the atmosphere, carbon generally exists in its oxidized form, as CO,. Natural
sources of CO, include the respiration (breathing) of humans, animals and plants,
volcanic outgassing, decomposition of organic matter, and evaporation from the
oceans.
Human-caused sources of CO, include the combustion of fossil fuels and wood, waste
incineration, mineral production, and deforestation.
Natural sources release approximately 150 billion tons of CO, each year, far
outweighing the 7 billion tons of man-made emissions of CO, each year.
Natural removal processes, such as photosynthesis by land-and-ocean-dwelling plant
species, cannot keep pace with this extra input of man-made CO, and consequently
the gas is building up in the atmosphere.

2. Methane (CH,)
CH,4 is produced when organic matter decomposes in environments lacking sufficient
oxygen. Natural sources include wetlands, termites, and oceans.
Decomposition occurring in landfills accounts for the majority of human-generated
CH4 emissions in California and in the United States as a whole.
Agricultural processes such as intestinal fermentation, manure management, and
rice cultivation are also significant sources of CH, in California.
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CH,4 accounted for approximately 6 percent of gross climate change emissions (CO,e)
in California in 2002.
Total annual emissions of CH4 are approximately 500 million tons, with manmade
emissions accounting for the majority.
As with CO,, the major removal process of atmospheric CH, — a chemical breakdown
in the atmosphere - cannot keep pace with source emissions, and CH,
concentrations in the atmosphere are increasing.
3. Nitrous oxide (N,0)
N,O is produced naturally by a wide variety of biological sources, particularly
microbial action in soils and water.
Tropical soils and oceans account for the majority of natural source emissions.
N,O is a product of the reaction that occurs between nitrogen and oxygen during fuel
combustion.
Both mobile and stationary combustion emit N,O, and the quantity emitted varies
according to the type of fuel, technology, and pollution control device used, as well
as maintenance and operating practices.
Agricultural soil management and fossil fuel combustion are the primary sources of
human-generated N,O emissions in California.
N,O emissions accounted for nearly 7 percent of man-made GHG emissions (COe) in
California in 2002.
4. Hydrofluorocarbons (HFCs)
HFCs are primarily used as substitutes for ozone-depleting substances regulated
under the Montreal Protocol.
Perfluorocarbons (PFCs)
Sulfur Hexafluoride (SFe)
PFCs and SFg are emitted from various industrial processes, including aluminum
smelting, semiconductor manufacturing, electric power transmission and distribution,
and magnesium casting.
There is no aluminum or magnesium production in California; however, the rapid
growth in the semiconductor industry leads to greater use of PFCs.
HFCs, PFCs, and SFg accounted for about 3.5 percent of man-made GHG emissions
(CO,e) in California in 2002.

owu

These gases vary considerably in terms of Global Warming Potential (GWP), which is a
concept developed to compare the ability of each GHG to trap heat in the atmosphere
relative to another gas.

The GWP is based on several factors, including the relative effectiveness of a gas to
absorb infrared radiation and length of time that the gas remains in the atmosphere
(“atmospheric lifetime”). The GWP of each gas is measured relative to CO,, the most
abundant GHG; the definition of GWP for a particular GHG is the ratio of heat trapped by
one unit mass of the GHG to the ratio of heat trapped by one unit mass of CO, over a
specified time period. GHG emissions are typically measured in terms of pounds or tons
of “"CO, equivalents” (CO,e).

Over the last 200 years, humans have caused substantial quantities of GHGs to be
released into the atmosphere. These extra emissions are increasing GHG concentrations
in the atmosphere and enhancing the natural greenhouse effect, which is believed to be
causing global warming.
While manmade GHGs include naturally-occurring gases such as CO,, methane, and
N,O, some gases, like HFCs, PFCs, and SF¢ are completely new to the atmosphere.
Certain gases, such as water vapor, are short-lived in the atmosphere. Others remain in
the atmosphere for significant periods of time, contributing to climate change in the long
term.
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Impacts of Climate Change
e Climate change refers to any significant change in measures of climate (such as
temperature, precipitation, or wind) lasting for an extended period (decades or longer).
Climate change may result from:
a) Natural factors, such as changes in the sun’s intensity or slow changes in the Earth’s
orbit around the sun
b) Natural processes within the climate system (e.g., changes in ocean circulation and
reduction in sunlight from the addition of GHGs and other gases to the atmosphere
from volcanic eruptions)
c) Human activities that change the atmosphere’s composition (e.g., through burning
fossil fuels) and the land surface (e.g., from deforestation, reforestation,
urbanization, and desertification)

Temperature Increase
The primary effect of global climate change has been a rise in the average global
temperature. The impact of human activities on global climate change is readily apparent in
the observational record.
e For example, surface temperature data show that 11 of the 12 years from 1995 to
2006 rank among the 12 warmest since 1850, the beginning of the instrumental
record for global surface temperature.

The latest projections, based on state-of-the art climate models, indicate that temperatures
in California are expected to rise 3°F to 10.5°F by the end of the century. Because GHGs
persist for a long time in the atmosphere, accumulate over time, and are generally well-
mixed, their impact on the atmosphere cannot be tied to a specific point of emission.

Climate change modeling shows that further warming could occur, which would induce
additional changes in the global climate system during the current century. Changes to the
global climate system, ecosystems, and the environment of California could include, but are
not limited to:

a) Loss of sea ice and mountain snow pack, resulting in higher sea levels and higher
sea surface evaporation rates with a corresponding increase in tropospheric water
vapor due to the atmosphere’s ability to hold more water vapor at higher
temperatures

b) Rise in the global average sea level primarily due to thermal expansion and melting
of glaciers and ice caps in the Greenland and Antarctic ice sheets

c) Changes in weather that include widespread changes in precipitation, ocean salinity,
and wind patterns, and more energetic aspects of extreme weather, including
droughts, heavy precipitation, heat waves, extreme cold, and tropical cyclones

d) Decline of the Sierra snowpack, which accounts for a significant amount of the
surface water storage in California, by 70 percent to as much as 90 percent over the
next 100 years

e) Increase in the number of days conducive to ozone formation by 25 to 85 percent
(depending on the future temperature scenario) in high-ozone areas of Los Angeles
and the San Joaquin Valley by the end of the 21st century

f) High potential for erosion of California’s coastlines and seawater intrusion into the
Delta and levee systems due to the rise in sea level

Precipitation and Water Supply
Global average precipitation is expected to increase overall during the 21st century as the
result of climate change, but will vary in different parts of the world.
e Most of California’s precipitation falls in the northern part of the state during the winter.
A vast network of man-made reservoirs and aqueducts capture and transport water
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throughout the state from northern California rivers, as the greatest demand for water
comes from users in the southern part of the state during the spring and summer.

e The current distribution system relies on Sierra Nevada mountain snowpack to supply
water during the dry spring and summer months.

¢ Rising temperatures, potentially compounded by decreases in precipitation, could
severely reduce spring snowpack, increasing the risk of summer water shortages.

Sea Level Rise

Rising sea level is one of the major areas of concern related to global climate change. Two
of the primary causes for a sea level rise are the thermal expansion of ocean waters (water
expanding as it heats up) and the addition of water to ocean basins by the melting of
landbased ice. From 1961 to 2003, the global average sea level rose at an average rate of
0.07 inches per year, and at an accelerated average rate of about 0.12 inches per year
during the last decade of this period (1993 to 2003).

e Over the past 100 years, sea levels along California’s coasts and estuaries have risen
about 7 inches.

e Sea levels could rise an additional 22 to 35 inches by the end of the century as
global climate change continues. Although these projections are on a global scale,
the rate of sea level rise along California’s coast is relatively consistent with the
worldwide average rate observed over the past century.

e Therefore, it is reasonable to assume that changes in worldwide sea level rise will
also be experienced along California’s coast.

e Sea level rise of this magnitude would increasingly threaten California’s coastal
regions with more intense coastal storms, accelerated coastal erosion, threats to
vital levees, and disruption of inland water systems, wetlands and natural habitats.

e Residents may also be affected if wastewater treatment is compromised by
inundation from rising sea levels, given that a number of treatment plants discharge
to the bay.

Water Quality
Water quality depends on a wide range of variables such as water temperature, flow, runoff
rates and timing, waste discharge loads, and the ability of watersheds to assimilate wastes
and pollutants.
¢ Climate change could alter water quality in a variety of ways, including higher winter
flows that reduce pollutant concentrations (through dilution) or increase erosion of
land surfaces and stream channels, leading to higher sediment, chemical, and
nutrient loads in rivers. Water temperature increases and decreased water flows can
result in increasing concentrations of pollutants and salinity.
e Increases in water temperature alone can lead to adverse changes in water quality,
even in the absence of changes in precipitation.

Public Health

Global climate change is also anticipated to result in more extreme heat events. These
extreme heat events increase the risk of death from dehydration, heart attack, stroke, and
respiratory distress, especially with people who are ill, children, the elderly, and the poor,
who may lack access to air conditioning and medical assistance.

According to the California Climate Change Center, more research is needed to understand
the effects of higher temperatures and how adapting to these temperatures can minimize
health effects.

Global Emissions
Worldwide emissions of GHGs in 2004 were 27 billion metric tons of CO,e per year. Global
estimates are based on country inventories developed as part of programs of the United
Nations Framework Convention on Climate Change (UNFCCC).
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U.S. Emissions

In 2010, the United States emitted about 1,633.2 million metric tons (MMT) of CO.e, with
each individual at home releasing approximately 4 metric tons per year.

Of the four major sectors nationwide - residential, commercial, industrial and
transportation:

e Transportation accounts for the highest amount of GHG emissions (approximately 35
to 40 percent); these emissions are entirely generated from direct fossil fuel
combustion. Between 1990 and 2009, total U.S. GHG emissions rose by 7.3 percent,
but emissions decreased from 2008 to 2009 by 6.1 percent.

e This decrease was primarily due to: (1) a decrease in economic output resulting in a
decrease in energy consumption across all sectors; and (2) a decrease in the carbon
intensity of fuels used to generate electricity due to fuel switching as the price of
coal increased, and the price of natural gas decreased significantly.

Since 1990, U.S. emissions have increased at an average annual rate of 0.4 percent.

State of California Emissions

According to California Air Resources Board (ARB) emission inventory estimates, California
gross emissions of GHG increased 4.3 percent, from 458 MMT of CO,e emissions in 2000 to
477.7 million in 2008, with a maximum of 483.9 million in 2004. During the same period,
California’s population grew by 11.8 percent, from 34.1 to 38.1 million people and GHG
emissions per person decreased from 13.4 to 12.5 metric tons of CO,e per person.

The year 2008 saw a small decrease in Statewide GHG emissions, driven by a noticeable
drop in on-road transportation emissions.

The year 2008 also reflects the beginning of the economic recession and fuel price spikes.
As the economy recovers, GHG emissions are likely to rise again without other mitigation
actions.

California has the fourth lowest per-capita CO, emission rate from fossil fuel combustion in
the country, due to the success of its energy efficiency and renewable energy programs and
commitments that have lowered the state’s GHG emissions rate of growth by more than half
of what it would have been otherwise.

Regulatory Framework

The regulatory framework and governmental activities addressing GHG emissions and global
climate change are discussed in this section. Although GHG emissions are being addressed
on an international level, federal, state, regional, and local activities are most applicable to
the proposed project and are discussed below.

Federal Regulations

e The United States has historically had a voluntary approach to reducing GHG emissions.
However, on April 2, 2007, the United States Supreme Court ruled that the
Environmental Protection Agency (EPA) has the authority to regulate CO, emissions
under the federal Clean Air Act (CAA). In response to this decision, the EPA commenced
several actions beginning in 2009 to develop a regulatory approach to global climate
change, including the ones described below.

e On September 22, 2009, the EPA issued a final rule for mandatory reporting of GHGs
from large GHG emission sources in the United States.

e In general, this national reporting requirement will provide the EPA with accurate and
timely GHG emissions data from facilities that emit 25,000 metric tons or more of CO,
per year.
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e This publicly available data will allow the reporters to track their own emissions,
compare them to similar facilities, and aid in identifying cost-effective opportunities to
reduce emissions in the future.

e Reporting is at the facility level, except that certain suppliers of fossil fuels and industrial
GHGs, along with vehicle and engine manufacturers, will report at the corporate level.

e An estimated 85 percent of the total U.S. GHG emissions, from approximately 10,000
facilities, are covered by this rule.

e On December 7, 2009, the EPA Administrator signed a final action under the CAA,
finding that six GHGs (CO,, CH,4, N,O, HFCs, PFCs, SF¢) constitute a threat to public
health and welfare, and that the combined emissions from motor vehicles contribute to
global climate change.

e This EPA action does not impose any requirements on industry or other entities.
However, the findings are a prerequisite to finalizing the GHG emission standards for
light-duty vehicles.

e The EPA received ten petitions challenging this determination.

e On July 29, 2010, the EPA denied these petitions.

e On April 1, 2010, the EPA and the Department of Transportation’s National Highway
Traffic Safety Administration (NHTSA) announced a final joint rule to establish a national
program consisting of new standards for model year 2012 through 2016 light-duty
vehicles that will reduce GHG emissions and improve fuel economy.

e The EPA is finalizing the first-ever national GHG emissions standards under the Clean Air
Act, and NHTSA is finalizing Corporate Average Fuel Economy standards under the
Energy Policy and Conservation Act.

e The EPA GHG standards require light-duty vehicles to meet an estimated combined
average emissions level of 250 grams of CO, per mile in model year 2016, equivalent to
35.5 miles per gallon.

e On August 9, 2011, the EPA and the NHTSA announced the first-ever standards to
reduce GHG emissions and improve the fuel efficiency of heavy-duty trucks and buses.

e The final combined standards of the Heavy-Duty National Program will reduce CO,
emissions by about 270 MMT and save about 530 million barrels of oil over the life of
vehicles built for the 2014 to 2018 model years.

e The heavy duty sector addressed in the EPA and NHTSA rules (including the largest
pickup trucks and vans, semi-trucks, and all types and sizes of work trucks and buses in
between) accounts for nearly 6 percent of all U.S. GHG emissions and 20 percent of
transportation emissions.

e On April 27, 2012, the EPA proposed new limits on the emissions of CO,.

e These standards would apply to new fossil fuel power plants. Power plants were selected
because, at nearly 40 percent the United States’ GHG emissions, they are the largest
stationary source emitters of GHGs.

e The proposed requirements, which are strictly limited to new sources, would require new
fossil fuel-fired power plants greater than 25 megawatts to meet an output-based
standard of 1,000 pounds of CO, per megawatt-hour.

Source
P:\NCB1101 Napa HHSA\PRODUCTS\DEIR\Public\4e-GHG.doc, “Public Review Draft,” August 23, 2012.

I1. California’s GHG Program

California’s program represents the first multi-sector cap-and-trade program in North
America. Building on lessons from the northeast Regional Greenhouse Gas Initiative (RGGI)
and the European Union Emission Trading Scheme (EU-ETS), the California program blends
proven market elements with its own policy innovations.

Summary
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California recently launched its cap-and-trade program, which uses a market-based
mechanism to lower greenhouse gas emissions. California’s program is second in size only
to the European Union’s Emissions Trading System based on the amount of emissions
covered. In addition to driving emission cuts in the ninth largest economy in the world,
California’s program will provide critical experience in how an economy-wide cap-and-trade
system can function in the United States.

California’s emissions trading system will reduce greenhouse gas emissions from regulated
entities by more than 16 percent between 2013 and 2020. It is a central component of the
state’s broader strategy to reduce total greenhouse gas emissions to 1990 levels by 2020.

The cap-and-trade rules came into effect on January 1, 2013 and apply to large electric
power plants and large industrial plants. In 2015, they will extend to fuel distributors
(including distributors of heating and transportation fuels). At that stage, the program will
encompass around 360 businesses throughout California and nearly 85 percent of the
state’s total greenhouse gas emissions.

Under a cap-and-trade system, companies must hold enough emission allowances to cover
their emissions, and are free to buy and sell allowances on the open market. California held
its first auction of greenhouse gas allowances on November 14, 2012. This marked the
beginning of the first greenhouse gas cap-and-trade program in the United States since the
group of nine northeastern states in the Regional Greenhouse Gas Initiative (RGGI), a
greenhouse gas cap-and-trade program for power plants, held its first auction in 2008.

Cap-and-trade basics

A cap-and-trade system is one of a variety of policy tools to reduce the greenhouse gas
emissions responsible for climate change. A cap-and-trade program sets a clear limit on
greenhouse gas emissions and minimizes the total costs to emitters while achieving the
target. This limit is translated into tradable emission allowances (each allowance typically
equivalent to one metric ton of carbon dioxide or carbon dioxide equivalent), which are
auctioned or allocated to regulated emitters on a regular basis. At the end of each
compliance period, each regulated emitter must surrender enough allowances to cover its
actual emissions during the compliance period.

The total number of available allowances decreases over time to reduce the total amount of
greenhouse gas emissions. By creating a market, and a price, for emission reductions, the
cap-and-trade system offers an environmentally effective and economically efficient
response to climate change.

Ultimately, cap-and-trade programs offer opportunities for the most cost-effective emissions
reductions. However, many challenging issues must be addressed before initiating a cap-
and-trade program. Once established, a well-designed cap-and-trade market is relatively
easy to implement, can achieve emission reductions goals in a cost-effective manner, and
drives low-greenhouse gas innovation.

California cap-and-trade details
California’s program represents the first multi-sector cap-and-trade program in North
America. Building on lessons from the northeast Regional Greenhouse Gas Initiative (RGGI)
and the European Union Emission Trading Scheme (EU-ETS), the California program blends
proven market elements with its own policy innovations. These policy elements, and other
relevant details of California’s cap-and-trade program, are summarized in Table 1 below.
The California Air Resources Board (CARB) adopted the state’s cap-and-trade rule on
October 20, 2011, and will implement and enforce the program. The cap-and-trade rules
will first apply to electric power plants and industrial plants that emit 25,000 metric tons of
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carbon dioxide equivalent (CO2e) per year or more. In 2015, the rules will also apply to fuel
distributors (including distributors of heating and transportation fuels) that meet the 25,000
metric ton threshold, ultimately affecting a total of around 360 businesses throughout
California.

The program imposes a greenhouse gas emission limit that will decrease by two percent
each year through 2015, and by three percent annually from 2015 through 2020 (Figure 2).

Emission allowances will be distributed by a mix of free allocation and quarterly auctions.
The portion of emissions covered by free allowances will vary by industry, but initially will
account for approximately 90 percent of a business’s overall emissions. The percentage of
free allowances allocated to the businesses will decline over time. A business may also buy
allowances from other entities that have reduced emissions below the amount of allowances
held. These policy elements, and other relevant details of California’s cap-and-trade
program, are summarized in Table 1 below.

TABLE 1: California Cap-and-Trade Details

ISSUE | DETAILS AND DISCUSSION

Siatus of Regulation

California Air Resources Board (CARB) adopted final repulations on October 20, 2011.
Legal Status An amended regulation, featuring a variety of minor adjustments, was adopted on
September 12, 2012.

Authorized by California Global Warming Solutions Act of 2006 (AB 32)

AB 32 requires California to returmn o 1990 emission levels by 2020 427 million
metric tons (MMT) of carbon dioxide equivalent (CO:e} whereas business-as-usual
wioulld be 507 MMT)

Legal Authority

The Association of lmitated Residents (AIR) sued CARB, claiming cap and trade was

Lawsuit: Regulation mot fully justified as a policy decision relative to a carbon tax or direct emission limits.
does not go far Ajter adding justification to the regulatory record, the court approved CARB's
enough approach. AR has vowed to appeal, arguing cap-and-trade does not achieve

maximum feasible and cost-effective greenhouse gas reductions, as required by AB 32.

Immediately preceding California’s first allowance auction, the Califomia Chamber of
Commerce filed a lawsuit alleping that AB 32 does not give CARB the authority to

Lawsuit: Allowance raise revenue from allowance auctions, and that all allowances must therefore be
auctions constituie a freely allocated. Alternatively, the California Chamber of Commerce argues that if AB
tax 32 did attermipt to grant this authority, it would constitute a tax, which requires

approval from two-thirds of the legislature. AB 32 did not receive two-thirds approval.
CARB has not yet responded to the suit.
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Lawsuit: Regulation

A lawsuit is anticipated that claims CARB is unconstitutionally attempting to regulate
imterstate commerce because the program will look outside of state borders to assign
preenhouse pas reduction obligations o imponed electricity. One court apreed with a

Boes too far similar argument against CARB's Low Carbon Fuel Standard in Rocky Mountain
Farmers Union v. Goldstene, but that decision is being appealed.
Repulation went into effect on January 1, 2012
Start Date The first auction took place on Movemnber 14, 2012
Compliance obligations began on January 1, 2013
Regulation Coverage
sl Sources that emit at least 25,000 metric tons COxefyear are subject to regulation
Coverage ’

Gases Coverod

Seciors Covered:
Phase 1 (2013-2014)

The six gases covered by the Kyoto Protocol
(C0,, CH., Mz0, HFCs, PFCs, SFa)
Plus MF; and other fluoridated greenhouse gases

Electricity peneration, including imports

Industrial sources

Covers approximately 35% of Califomnia’s total greenhouse gas emissions
(approximately 160 MMT)

(See Figures 1 and 2 below)

Sechors Covered:
Phase 2
(201 5-onward)

Includes sectors covered in Phase 1, plus:

Distributors of ransportation fuel

Distributors of natural gas

Distributors of other fuel

Covers approximately 85% of California’s total greenhouse gas emissions
(approximately 395 MMT)

[See Figures 1 and 2 below)

Foint of Regulation

Electricity penerators (within California)
Electricity importers

Imdustrial facility operators

Fuel distributors

Allowance Alocation

Distribution Method

Free allocation for electric utilities (not generators), industrial facilities and natural gas
distributors

Free allocation amount declines over time

Other allowances must be purchased at auction or via trade

Allocation
Methodology

Industry: Based on output and sector-specific emissions intensity benchmark that
rewards efficient facilities, initially set at about 90% of average emissions and
declining over time; free allocation to leakage-prone industries declines relatively less
over time

Electricity: Based on long-term procurement plans

Matural gas: To be determined by CARB before 2015

Auction

Quarterly, single round, sealed bid, uniform price

Price minimum: 310 in 2012, rising 5% annually over inflation

Imvestor-owned utilities must consign their free allowances to be sold at auction; must
use proceeds for ratepayer benefit
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Emission Targets /

162.8 MMT in 2013 (electricity and industry)
3945 MMT in 2015 (includes all covered sectors)

Allowance 334.2 MMT in 2020 (15% reduction between 2015 and 2020)
Availability ) . .
(See Figure 2 below)
Market Flexibility
A participating entity may bank allowances for future use and these allowances will
Bankin niot expire. However, regulated entities are subject to holding limits, restricting the
8 maximum number of allowances that an entity may bank at any time. The holding
limit quantity is based on a multiple of the entity's annual allowance budget
Borrowing Borrowing of allowances from future years is not allowed

OMfsets: CQuantity

Allowed for 8% of total compliance obligation. Mote that 8% refers to the total
amount of allowances held by an entity; not the amount of reduction required by an
entity. Thus maore than 8% of the program’s reductions can occur through offsets

Ohfsois: Protocols

Offsets must comply with CARB-approved protocols. Protocols currently exist for:
forestry, dairy digesters, ozone depleting substances projects, and urban forestry.
Initially limited to projects in the L.5.; framework in place for international expansion.
All offset projects developed under a CARE Compliance Offset Protocol must be listed
with a CARB-approved Offset Project Registry. To date, the American Carbon Registry
{ACR) and Climate Action Reserve (CAR) are the two approved registries.

Strategic Reserve

Compliance Period

A percentage of allowances, which increases over time from 1% 0 7%, will be held in
a strategic reserve by CARRB in three tiers with different prices: 540, $45, 550 in 2013,
rising 5% annually over inflation. Since these prices are not subject to market forces,
the strategic reserve will help constrain compliance costs.

3-year compliance periods (iollowing 2-year Phase 1)

Emissions Reporting and Verification

Reparting | Capped entities must report annually (as required since 2008}
Registration | Capped entities must register with CARB o participate in allowance trading market
Verification | Reported emissions will be verified by a third party.

Compliance and Enforcement

Entities must provide allowances andfor offsets for 30% of their previouws year's

Annual Obfigation TS
i ) At the end of every compliance period, entities must provide allowances andfor offsets
gﬁﬁﬁ;:e L) for balance of emissions from the entire compliance period (2 years for the first period,
8 3 years for the next 2 periods).
Noncompliance Ifa deadllr!e is missed or therr__:- isa shontfall, four allowances must be surendered for
every metric ton not covered in time.
The regulation expressly prohibits any trading involving a manipulative device, a
cormer of oF an attempt to corner the market, fraud, attempted fraud, or false or
Trading and iNaccurate reports.
Enforcement Violations of the regulations can result in civil or criminal penalties. Perjury statutes
apply.
The program includes mechanisms to prevent market manipulation
Linking
California’s program will eventually be linked to Quebec’s cap and trade program.
Chuehec Rulemaking is taking place currently to facilitate this, and it will require the approval

of California’s governor.

Western Climate
Initiative (WCl)

Other WCI partners (British Columbia, Manitoba, Ontariol plan to eventually join the
linked program as well

Ohwher Jurisdictions

CARRB is open to linking with additional state or regional programs
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FIGURE 1: California Greenhouse Gas Emissions by Sector in 2000
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FIGURE 2: California’s greenhouse gas emission cap and business-as-usual (BALl) projections
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The cap-amd-trade program has a “narrow” scope in 2013 and 2014 that encompaszes the electricity and industrial sectors. The

program expands in 2015 to encompass transportation and heating fuels. Offsets can be used for up to eight percent of each regulated
entity’s compliance cbligation.

Souroe: CARE, Cafifornia Cap-and-Trade Regwlation Imitial Statement of Beasons, Appendi E: Sefting the Progrem Fmissions Cap,
hip:ffwwwark.ca pov/regact20 1 capandirade | Mcapv3 appe. pdf§

California’s overall climate change program

California’s cap-and-trade program is only one element of its broader climate change
initiative, as authorized in the California Global Warming Solutions Act of 2006 (AB 32). AB
32 seeks to slow climate change through a comprehensive program reducing greenhouse
gas emissions from virtually all sources statewide. The Act requires CARB to develop
regulations and market mechanisms that will cut the state’s greenhouse gas emissions to
1990 levels by 2020 —a 25 percent reduction statewide. Figure 3 shows California’s
projected greenhouse gas emissions growth in the absence of cap and trade.

AB 32 also requires CARB to take a variety of actions aimed at reducing the state’s impact
on the climate. CARB has adopted a portfolio of measures to reduce greenhouse gas
emissions in the state, including a Low Carbon Fuel Standard and a variety of energy
efficiency standards. The cap under CARB’s cap-and-trade rule is flexible and can be
tightened if CARB’s other measures reduce greenhouse gas emissions less than anticipated.
California’s cap-and-trade program therefore acts as a backstop to ensure its overall 2020
greenhouse gas target is met. Figure 4 shows the programs CARB is implementing to
achieve the goals of AB 32 and the projected impact of each.
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FIGURE 3: California Greenhouse Gas Emissions in 1990, 2009, and 2020 under Business-as-
Usual
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FIGURE 4: Projected Reductions (in MMT CO.e) Caused by AB 32 Measures by 2020 and
Share of Total
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Note that CARB projects 61.8 MMT COse of reductions within the cap and an additional 273 MMT COse outside of the cap. The total
reduction is therefore anticipated to be approximately 89 MMT COge, higher than the 80 MMT COge projected to be necessary to
meat the AR 32 tarpet. Although lamge industrial facilities are covered by the cap, CARB projects reductions in smaller facilities outside
of the cap as well.
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Auction revenue

Although a significant number of emission allowances will be freely allocated in California’s
program, many will also be sold at auction. These auctions are expected to generate
approximately $1 billion annually starting in fiscal year 2012-2013 for the state, a figure
that could rise over time. On September 30, 2012, Governor Jerry Brown signed two bills
into law, establishing guidelines on how this annual revenue will be disbursed. The two laws
do not identify specific programs that will benefit from the revenue, but they provide a
framework for how the state will invest cap-and-trade revenue into local projects.
California’s first quarterly cap-and-trade GHG allowance auction took place on November
14, 2012. About 29 million greenhouse gas allowances, each representing one metric ton of
carbon dioxide, were auctioned off in this first auction to more than 600 approved industrial
facilities and electricity generators.

The first law, AB 1532, requires that the revenue from allowance auctions be spent for
environmental purposes, with an emphasis on improving air quality. The second, SB 535,
requires that at least 25 percent of the revenue be spent on programs that benefit
disadvantaged communities, which tend to suffer disproportionately from air pollution. The
California Environmental Protection Agency will identify disadvantaged communities for
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investment plan and oversee the expenditures of this revenue to mitigate direct health
impacts of climate change.

California cap and trade in context

Greenhouse gas cap-and-trade programs are operating in the European Union, Australia,
New Zealand, and in nine northeastern states (the Regional Greenhouse Gas Initiative, or

RGGI). Beginning in 2013, California and Quebec will have operating programs as well.

Table 2 below compares key elements of the California, RGGI, EU-ETS, and Quebec cap-

and-trade systems.

TABLE 2: Comparison of cap-and-trade programs in California, RGGI, EU-ETS, and

Quebec
CALIFORNIA'S REGIONAL . .
GREENHOUSE GAS GREEMHOUSE EU _Sr:r[;?;:g)NS %g Enllilg:ms
CAP-AND-TRADE GAS INITIATIVE SYSTEM MARKET
PROGRAM (RGGI)
Fopulation 38 million 41 million 500 Million 8 Million
S
Cross Regional US $1.9 trillion US $2.3 trillion US $16 willion US 5304 billion
Froduct
9 US States: €T, | Mandatory for all
FParticipating DE, MA, MD 47 EU members
Lo California T e plus Monwvay, Quebec
lurisdictions ME, NH, NY, RI, :
VT lceland and
Lichtenstein
COz, CHa, N0, SF, - COe, CH, N2O,
Greenhouse Gases PFCs, NFs, other — ('Ej;;rﬁ_'“s s SF., PFCs, NF;,
Covered fluorinated greenhouse -z ony an in ;:lsll_?nln;{ other fluorinated
gases :

greenhouse gases
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CALIFORMIA'S REGIOMAL . .
GREENHOUSE GAS GREENHOUSE EU i:ﬁf;?”s %z :lli]chNS
CAP-AND-TRADE GAS INITIATIVE SYSTEM MARKET
PROGRAM (RGGI)
Electricity, heat
and steam
production, oil,
iron and steel,
cement, glass, Electricity
pulp and paper in -'includinﬁ
Electricity (including Fossil fuel-iired 2005-2012; plus irﬁp-nns'- and
imports) and industry - CO.from incustr i|:| 2013
Sectors Covered in 2013; plus ground pover p petrochemicals, ¥ '
transportation and ldoe-s: el ammania, e ﬂmul.-ld
heating fuels in 2015 imparts) aviation and Hransportation
i, N and I_u:allng_fuels
from acid in 2013
production, and
PFCs from
aluminum starting
in 2013

Emitters of at least

Fossil fuel-fired
power plants

Any combustion
installation over

Emitters of at least

. . - - :
?;TJSE}E; 25,000 metric ons Eﬁ::? rating 25 20 MW; sector- EJ'DDDCT; e
e COze annually |DCEILEI; ﬂ?ﬁ:ﬁ_{ specific threshold tg:;uallf
the RGGI States for other sources :
20% below 1990

Approximately 17% 10%: below 2009 21% cut below levels by 2020.

Target below 2013 emissions by 2005 levels by Considering
emissions by 2020 2018 2020 raising target to

5%

2013 Allowance

Budgets (Millions 1628 165 2039 217

of Allowances)

Maximuim

Emissions Coverad

i milfion metric

tons of - = - - : . -

CO-equivalent 394.5 (2015} 171 (2009) 2039 (2013} 63.3 (2015)

(Year of Maximum

Allowance

Availability}
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CALIFORNIA'S REGIONAL ' .
GREENHOUSE GAS GREENHOUSE EU %f:?”s %E:‘;EJNS
CAP-AND-TRADE GAS INITIATIVE SYSTEM MARKET
PROGRAM (RGGIH
154 2018) -
Emissions Target in Target may 1643 (20200 -
muillicr metric tons ,_ become more Target may = .
of COzequivalent L aggressive become more 51 (20208
(Target Year) through Program agpressive
Review
First auction on C i Compli
Movember 14, 2012; bli omp |ar|bce DbI'DIT!p mrlhcc Compliance
Status compliance . |p,ajt||:|n5 c;gan 'ET"D"S .e;,qan obligations began
obligations began o ig'aggw ‘ on ;'&Eﬁ ’ lanuary 1, 2013
January 1, 2013 .

Allocation Method

Mixed - some free
allecations for
industry; auctions for
others

$10 per metric ton for
both 2012 and 2013

Approximately
90% available for
sale at auction,
remainder up to
states

$1.93 in 2012;

Mixed - some free
allocation for
industry based on
benchmarking;
auction for power
sector and others
that can pass on
costs; EL sets
broad
harmonization
rules, but
members have
some flexibility;
approximately
50% auction in
2013

Free allocation
fior some sectors,
auctions for
others

$10 per metric
ton price floor

Price F ; . . starting in 2012
rice Floor at hefore increasing with No Price Floor and rising 5% for
Auction rising 5% per year CONSUMer price -
(plus inflation) index (CPI) thereafter iplus
starting in 2014, inﬂalinﬁ;-
Helped establish : Joined Western
Affiliations Western Climate Mone Uh;‘f{i&g}m Climate Initiative
Initiative in 2007

in 2008
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CALIFORNIA'S REGIOMNAL . .
GREENHOWUSE GAS GREENHOUSE EU _?.::gf::gms QCE::E;NS
CAP-AND-TRADE GAS INITIATIVE SYSTEM MARKET
PROGRAM (RGGIH)
Considering linkage o ) -
with Cuuebec starting LE{T;:?EI::‘;S |“£| Considering
Linkage Status in 2013, Also setting Mo current plans Also helping Ilnk_:age _'.'cllh
up forum with to link China design their California for
Awustralia to share market 2013 auction
experiences
Can account for
Can account for 8% Ii'l%d':'r @ . Mo limit; Scman fccwnll rDL
Chisot Limit of a regulated entity"s 'Eﬁcuﬁep”::;g% : considering - Deﬁl:ﬁﬁf ae
] compliance P sotting limits after .
obligation Dpllgatlu_n. hlgher 3020 mm_plla_n-:'l:
if certain price obligation
triggers are hit
Mo limit;
5 I} - . .
i il o . O | e | 2
CHfset Credits) B2 2020
1) Landfill
methane
destruction;
2) Reduction in
emissions of 5F, 1} Clean
in the power Development 1} Coverad
SeCtor Mechanism manure storage
3) Sequestration (CDM) and |oint facilities - CH,
1) Forestry; of carbon due to Implementation destruction;
2} Urban forestry: afforestation; (1} project types, 2) Landfill sites
Types of Offset 3 L'rair',fdig-:s-mr's; 4 Rcdu;tiqn of except those from CH. [)u:stru-::tiu:un:
Catogories 4) Destruction of (0 emissions land use, land-use 3} [}cfslrucuu:u_n of
D.rnn&depleting from natural gas, chanpe and ozone depleting
i substances 0il, or propane forestry activities; substances
B a end-use Starting in 2013 contained in
combustion in (third phasel, HFC insulating foam
buildings; and adipic acid recoverad from
5 Avoided credits will be appliances
methang excluded.
emissions from
agricultural
manure
MmAnagement

Cap-and-trade linkage

California is part of the Western Climate Initiative (WCI), which also includes British
Columbia, Manitoba, Ontario and Quebec. WCI partners are working together with a goal of
eventually creating a linked cap-and-trade program that covers each jurisdiction. When
Governor Schwarzenegger signed an agreement establishing the initiative on February 26,
2007, California became one of the original participants of the initiative. WCI Partners have
developed a comprehensive initiative to reduce regional greenhouse gas emissions to 15
percent below 2005 levels by 2020. Quebec is currently the only other jurisdiction in WCI
that is implementing cap and trade in the near-term, and its first compliance period began

on January 1, 2013.
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In early 2012, the California Air Resources Board (CARB) considered linking California and
Quebec’s cap-and-trade programs. CARB had planned to permit California and Quebec’s
greenhouse gas emissions allowances to be interchangeable at auction and used for
compliance purposes in each other’s programs. Quebec had also worked towards
participating in an auction of interchangeable allowances, releasing draft amendments to its
cap-and-trade regulation to harmonize with California’s reporting scheme and to facilitate
such a linkage.

However, CARB proceeded with its first auction on November 14, 2012 without Quebec. In
June 2012, the plans to link the programs were put on hold after the California legislature
passed S.B. 1018, which requires CARB to notify the governor of any potential linkage with
other states or Canadian provinces. A recent analysis from the Emissions Market
Assessment Committee for AB 32 Compliance Mechanisms concludes that linkage with
Quebec should be considered once each market is found to be “well-functioning,” a
determination that would not likely be made until 2015, after the conclusion of California’s
second phase of the market. However, CARB anticipates linkage sometime in 2013.

GLOSSARY

Allowance: A government-issued authorization to emit a certain amount. In greenhouse
gas markets, an allowance is commonly denominated as one ton of CO,e per year. The total
number of allowances distributed to all entities in a cap-and-trade system is determined by
the size of the overall cap on emissions.

Allowance distribution: The process by which emissions allowances are initially
distributed under an emissions cap-and-trade system. Authorizations to emit can initially be
distributed in a number of ways, either through some form of auction, free allocation, or
some of both.

Auctioning: A method for distributing emission allowances in a cap-and-trade system
whereby allowances are sold to the highest bidder. This method of distribution may be
combined with other forms of allowance distribution.

Banking: The carry-over of unused allowances or offset credits from one compliance period
to the next.

Benchmarking: An allowance allocation method in which allowances are distributed based
upon a specified level of emissions per unit of input or output.

Borrowing: A mechanism under a cap-and-trade program that allows covered entities to
use allowances designated for a future compliance period to meet the requirements of the
current compliance period. Borrowing may entail penalties to reflect a programmatic
preference for near term emissions reductions.

Business-as-Usual: In the absence of the regulation being discussed. This term is used to
assess the future impacts of a regulation.

Cap and Trade: A cap-and-trade system sets an overall limit on emissions, requires
entities subject to the system to hold sufficient allowances to cover their emissions, and
provides broad flexibility in the means of compliance.

Entities can comply by undertaking emission reduction projects at their covered facilities
and/or by purchasing emission allowances (or credits) from the government or from other
entities that have generated emission reductions in excess of their compliance obligations.
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Carbon Dioxide Equivalent (CO,e): Carbon dioxide equivalent is a measure used to
compare the emissions from various greenhouse gases based upon their global warming
potential. For example, the global warming potential for methane over 100 years is 21. This
means that emissions of one million metric tons of methane is equivalent to emissions of 21
million metric tons of carbon dioxide.

Compliance period: The time frame for which regulated emitters surrender enough
allowances to cover their actual emissions during that time frame.

Credits: Credits can be distributed by the government for emission reductions achieved by
offset projects or by achieving environmental performance beyond a regulatory standard.

Emissions Cap: A mandated constraint in a scheduled timeframe that puts a “ceiling” on
the total amount of anthropogenic greenhouse gas emissions that can be released into the
atmosphere.

Emissions Trading: The process or policy that allows the buying and selling of credits or
allowances created under an emissions cap.

Global Warming Potential (GWP): A measure of the total energy that a gas absorbs over
a particular period of time (usually 100 years), compared to carbon dioxide.

Greenhouse Gases (GHG): Greenhouse gases include a wide variety of gases that trap
heat near the Earth’s surface, slowing its escape into space. Greenhouse gases include
carbon dioxide (CO,), methane (CH,), nitrous oxide (N,O) and water vapor and other gases.
While greenhouse gases occur naturally in the atmosphere, human activities also result in
additional greenhouse gas emissions. Humans have also manufactured some greenhouse
gases not found in nature (e.g., hydrofluorocarbons, perfluorocarbons, and sulfur
hexafluoride).

High GWP: Gases with high global warming potential (GWP). There are three major groups
or types of high GWP gases: hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), and
sulfur hexafluoride (SFs). These compounds are the most potent greenhouse gases. In
addition to having high global warming potentials, SFs and PFCs have extremely long
atmospheric lifetimes, resulting in their essentially irreversible accumulation in the
atmosphere once emitted.

Kyoto Protocol: An international agreement signed at the Third Conference of the Parties
to the UN Framework Convention on Climate Change in Kyoto, Japan (December 1997). The
Protocol sets binding emission targets for industrialized countries that would reduce their
collective emissions by 5.2 percent, on average, below 1990 levels by 2012.

Leakage: A reduction in emissions of greenhouse gases within a jurisdiction that is offset
by an increase in emissions of greenhouse gases outside the jurisdiction. For example, if a
regulated facility moves across the border to continue operations unchanged rather than
reducing its emissions

Linking: Authorization by the regulator for entities covered under a cap-and-trade program
to use allowances or offsets from a different jurisdiction’s regulatory regime (such as
another cap-and-trade program) for compliance purposes. Linking may expand
opportunities for low-cost emission reductions, resulting in lower compliance costs.

Offset: Projects undertaken outside the coverage of a mandatory emissions reduction
system for which the ownership of verifiable greenhouse gas emission reductions can be
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transferred and used by a regulated source to meet its emissions reduction obligation. If
offsets are allowed in a cap and trade program, credits would be granted to an uncapped
source for the net emissions reductions a project achieves. A capped source could then
acquire these credits as a method of compliance under a cap.

Price Trigger: A general term used to describe a price at which some measure will be
taken to stabilize or lower allowance prices. For example, RGGI uses price triggers to
expand the amount of offsets that can be used for compliance.

Program Review (RGGI): The Memorandum of Understanding among RGGI states calls
for a 2012 Program Review. This Program Review, now in progress, is a comprehensive
evaluation of program success, program impacts, additional reductions, imports and
emissions leakage, and offsets.

Scope: The coverage of a cap-and-trade system, i.e., which sectors or emissions sources
will be included.

Sealed Bid (Auction): A type of auction process in which all bidders simultaneously submit
sealed bids to the auctioneer, so that no bidder knows how much the other auction
participants have bid.

Single Round (Auction): Bids for allowances are all solicited and settled in a single round.
Auction participants can submit multiple bids for this single round. For example, a
participant could bid $15 per allowance for 10,000 allowances and $20 per allowance for a
separate 20,000 allowances.

Source: Any process or activity that results in the net release of greenhouse gases,
aerosols, or precursors of greenhouse gases into the atmosphere.

True-up: A submission of emission allowances equivalent to a regulated entity’s emissions
during a compliance period, less what the entity has already submitted at interim deadlines.

Uniform Price (Auction): All allowances awarded in a single auction will be the same
price. Allowances will be sold to bidders, beginning with the highest bid price and moving to
successively lower priced bids, until all of the available allowances are sold. The bid at which
all available allowances are sold becomes the settlement price and this is the price per
allowance that all bidders will be charged for the allowances won in the auction. Bids
submitted at prices below the settlement price will not win any allowances.

Western Climate Initiative (WCI): A collaboration launched in February 2007 to meet
regional challenges raised by climate change. WCI is identifying, evaluating and
implementing collective and cooperative ways to reduce greenhouse gases in the region.
Membership in the WCI presently consists of California, British Columbia, Manitoba, Ontario,
and Quebec.

Source

Center for Climate and Energy Solutions, “"California Cap-and-Trade Program Summary,” January 2013.

RGGI

The nine states in the northeast Regional Greenhouse Gas Initiative took an important step
this month that will significantly reduce greenhouse gas emissions and increase funding for
energy efficiency and clean energy without unduly burdening businesses or consumers. That
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step was to adjust their cap-and-trade program by tightening the emissions cap and
increasing compliance flexibility for businesses.

In 2009, RGGI became the nation’s first mandatory, market-based program to reduce
emissions of carbon dioxide (CO,). California’s cap-and-trade program is now the second.
Over the past two years, RGGI conducted a comprehensive program review culminating in
an updated Model Rule, the program'’s first major overhaul since its launch.

The new cap takes into account the region’s actual emissions, which have fallen over 40
percent below initial projections. After resetting to current emissions levels, the new cap
would decline by 2.5 percent each year from 2015 to 2020, significantly surpassing the
states’ current goal of reducing CO, emissions from the power sector 10 percent between
2009 and 2018.

Analysis by ICF International indicates that under the updated program, greenhouse gas
emissions from the power sector would decline by about 15 percent from current levels by
2020. The average electricity bill for residents in these states would increase less than 1
percent in that time, while the program would generate $2.2 billion for investments in
energy efficiency.

Since the program's inception, RGGI has served as a role model, but its designers have also
been conscious of the importance of learning from others. The updated compliance flexibility
is responsive to business concerns and also draws on design innovations in California’s new

program, which itself had borrowed heavily from RGGI in its design.

The updated Model Rule includes provisions to expand RGGI's offset program, most notably
by adding a forestry protocol modeled after California’s. It also creates a cost containment
reserve (CCR) of carbon dioxide allowances, an idea also borrowed from California. The CCR
would provide a fixed additional supply of allowances that would only be made available if
allowance prices exceed predefined price levels. The CCR provisions would also simplify
existing compliance flexibility measures.

With this step, RGGI continues its critically important leadership, demonstrating market-
based policies are an effective and efficient means of reducing greenhouse gas emissions.

Source

Judi Greenwald, Center for Climate and Energy Solutions, "RGGI changes help both the environment and business,”
February 20, 2013, <http://www.c2es.org/blog/greenwaldj/rggi-changes-help-both-environment-business>,
accessed May 2013.
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In Your Home: Clean Air
Clean Air Choices promotes the use of non-toxic materials and low emission equipment in
your home. V/e want to provide resources to assist in making healthy home choices.

» Healthy Hearths
» Green drycleaners
» Sustainable landscaping

» Electric lawnmowers

» _Low-VOC and No-VOC paints

+ Home improvement supplies

E-mail comments or questions to Clean Air Choices.

This page updated: January 10, 2013
URL: hitp:! f'vwww.ogmd.gov/ CleanAirChoices/index. hfml

Stay Connected A-Z Index Questions/Need Info?
. Contact Us Terms of Use/ Accessibility/ Privacy @ @ PDF
Facebook | -] Twitte YouTube 1| ®)
ﬁ water @ outy Employment ‘Webmaster

South Coast AQMD - 21865 Copley Dr - Diamond Bar, CA 91765 - (909) 396-2000 - 800-CUT-SMOG (288-7664)
This site best viewed in the latest version of Internet Explorer

H E RQS http://herosii.org/

Home Check Eligibility Find a Parficipatin i Find a Parficipating Dismantier

Call 1-800-622-7733

~ Welcome to the HEROS 2 Program

The High Emitter Replace or Scrap 2 (HEROSZ) program seeks to take polluting vehicles
off the road by offering & cash incentive to consumers to scrap their vehicle and an
additional incentive to replace it with a newer, more fuel-efficient vehicle. The program
is available through eligible automobile deslers and dismantiers located in the South
Coast Air Basin, which includes all of Orange County and the urban portions of Los
Angeles, Riverside. and San Bemardino counties. Consumers with qualifying trade-in
vehicles may receive between $1.000 and $4.000 to scrap their vehicle or o replace it
%  with a qualifying newer vehicle. The program is sponsored by the South Coast Air Quality
District in conjunction with The Foundation for Califernia Community

Colleges.
_Get Started Today!
Check Apply Visita STAR Find a dealer
fj eligibility 4 online ﬁd station J or dismantier
-4 3
zasiy Review the full Complata & ! Visit & Iocsl STAR Bring the
CONSUmer consumer station for a free werification slip to
eligibility criteria. Then consider application anline. If you need help, ~ Smog Check. The station can tell a participsting dismantler (scrap
whether you would like to scrap visit a parficipating dealer {replsce  you which incentive you are eligible  only) or participsting auto desler
your vehicle or scrap and replace and scrap) or dismantier (scrap for and give you a verification slip. (replace and scrap) to fulfill your
the vehicle. View ebgibility criteris > only) for Apply online View STAR station locsfions = HEROS claim. View deslerships =
here = or dismantiers >

If you have slready completed an
application, you can check your
Boplication status here >

State Regulations

e The ARB is the lead agency for implementing climate change regulations in the state.
The following is a summary of state legislation adopted for the purpose of reducing
greenhouse gas emissions.

Section 9: Appendix



R.11-03-012 UNC/jt2
Appendix 3-49

Page |48

Assembly Bill 1493 (2002)

e In a response to the transportation sector’s significant contribution to California’s CO,
emissions, AB 1493 was enacted on July 22, 2002.

e AB 1493 requires the ARB to set GHG emission standards for passenger vehicles and
light duty trucks (and other vehicles whose primary use is noncommercial personal
transportation in the state) manufactured in 2009 and all subsequent model years.

e These standards (starting in model years 2009 to 2016) were approved by the ARB in
2004, but the needed waiver of Clean Air Act Preemption was not granted by the U.S.
EPA until June 30, 2009.

¢ The ARB responded by amending its original regulation, now referred to as Low Emission
Vehicle III GHG, to take effect for model years starting in 2017 to 202523.

Executive Order S-3-05 (2005)

e Governor Arnold Schwarzenegger signed Executive Order S-3-05 on June 1, 2005, which
proclaimed that California is vulnerable to the impacts of climate change.

e To combat those concerns, the executive order established California’s GHG emissions
reduction targets, which established the following goals:

1. GHG emissions should be reduced to 2000 levels by 2010;
2. GHG emissions should be reduced to 1990 levels by 2020; and
3. GHG emissions should be reduced to 80 percent below 1990 levels by 2050.

e The Secretary of the California Environmental Protection Agency (CalEPA) is required to
coordinate efforts of various state agencies in order to collectively and efficiently reduce
GHGs. A biannual progress report must be submitted to the Governor and State
Legislature disclosing the progress made toward GHG emission reduction targets.

e In addition, another biannual report must be submitted illustrating the impacts of global
warming on California’s water supply, public health, agriculture, the coastline, and
forestry, and report possible mitigation and adaptation plans to address these impacts.

Assembly Bill 32 (2006), California Global Warming Solutions Act.

e (California’s major initiative for reducing GHG emissions is AB 32, passed by the state
legislature on August 31, 2006.

e This effort aims at reducing GHG emissions to 1990 levels by 2020. The ARB has
established the level of GHG emissions in 1990 at 427 MMT CO.e.

e The emissions target of 427 MMT requires the reduction of 169 MMT from the state’s
projected business-as-usual 2020 emissions of 596 MMT.

e AB 32 requires the ARB to prepare a Scoping Plan that outlines the main state strategies
for meeting the 2020 deadline and to reduce GHGs that contribute to global climate
change.

e The Scoping Plan was approved by the ARB on December 11, 2008, and includes
measures to reduce GHG emissions related to energy efficiency, water use, recycling,
solid waste, and other sources.

e The Scoping Plan includes a range of GHG reduction actions that may include direct
regulations, alternative compliance mechanisms, monetary and non-monetary
incentives, voluntary actions, and market-based mechanisms such as a cap-and-
trade system.

e The Scoping Plan, even after ARB approval, remains a recommendation.

e The measures in the Scoping Plan will not be binding until after they are adopted
through the normal rulemaking process.

e The ARB rulemaking process includes preparation and release of each of the draft
measures, public input through workshops, and a public comment period, followed by an
ARB hearing and rule adoption.

e In addition to reducing GHG emissions to 1990 levels by 2020, AB 32 directed the ARB
and the newly created Climate Action Team (CAT) to identify a list of “discrete early
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action GHG reduction measures” that could be adopted and made enforceable by

January 1, 2010.

On January 18, 2007, Governor Schwarzenegger signed Executive Order S-1-07, further

solidifying California’s dedication to reducing GHGs by setting a new Low Carbon Fuel

Standard.

The Executive Order sets a target to reduce the carbon intensity of California

transportation fuels by at least 10 percent by 2020 and directs the ARB to consider the

Low Carbon Fuel Standard as a discrete early action measure.

In June 2007, the ARB approved a list of 37 early action measures, including three

discrete early action measures (Low Carbon Fuel Standard, Restrictions on GWP

Refrigerants, and Landfill CH, Capture).

25 Discrete early action measures are measures that were required to be adopted as

regulations and made effective no later than January 1, 2010, the date established by

Health and Safety Code Section 38560.5.

The ARB adopted additional early action measures in October 2007 that tripled the

number of discrete early action measures. These measures relate to truck efficiency,

port electrification, reduction of PFCs from the semiconductor industry, reduction of

propellants in consumer products, proper tire inflation, and SFg reductions from the non-

electricity sector.

The combination of early action measures is estimated to reduce state-wide GHG

emissions by nearly 16 MMT.

To assist public agencies in analyzing the effects of GHGs under CEQA, Senate Bill 97

(Chapter 185, 2007) required the Governor’s Office of Planning and Research (OPR) to

develop CEQA guidelines on how to minimize and mitigate a project’s GHG emissions.

On December 30, 2009, the Natural Resources Agency adopted amendments to the

CEQA Guidelines related to climate change. These amendments became effective on

March 18, 2010.

In December 2008, ARB adopted its Climate Change Scoping Plan, which contains the

main strategies California will implement to achieve reduction of approximately 169 MMT

of CO,e, or approximately 30 percent from the state’s projected 2020 emission level of

596 MMT of CO,e under a business-as-usual scenario (this is a reduction of 42 MMT

CO,e, or almost 10 percent from 2002-2004 average emissions).

The Scoping Plan also includes ARB-recommended GHG reductions for each emissions

sector of the state’s GHG inventory.

The Scoping Plan calls for the largest reductions in GHG emissions to be achieved by

implementing the following measures and standards:

o Improved emissions standards for light-duty vehicles (estimated reductions of 31.7
MMT CO,e)

o The Low-Carbon Fuel Standard (15.0 MMT CO,e)

o Energy efficiency measures in buildings and appliances and the widespread
development of combined heat and power systems (26.3 MMT CO,e)

o A renewable portfolio standard for electricity production (21.3 MMT CO.e)

The Scoping Plan identifies 18 emission reduction measures that address cap-and-trade
programs, vehicle gas standards, energy efficiency, low carbon fuel standards,
renewable energy, regional transportation-related GHG targets, vehicle efficiency
measures, goods movement, solar roof programs, industrial emissions, high speed rail,
green building strategies, recycling, sustainable forests, water, and air.
The measures would result in a total reduction of 174 MMT CO,e by 2020.
On August 24, 2011, the ARB unanimously approved both ARB’s new supplemental
assessment and re-approved its Scoping Plan, which provides the overall roadmap and
rule measures to carry out AB 32.
The ARB also approved a more robust CEQA equivalent document supporting the
supplemental analysis of the cap-and-trade program.
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e ARB also announced that it would be delaying the date that entities would be required to
comply with its cap-and-trade program until 2013.

Senate Bill 1368 (2006)

e SB 1368 is the companion bill of AB 32 and was signed by Governor Schwarzenegger in
September 2006.

e SB 1368 requires the California Public Utilities Commission (PUC) to establish a GHG
emission performance standard for baseload generation from investor owned utilities
and local publicly-owned utilities.

e These standards cannot exceed the GHG emission rate from a baseload combined-cycle
natural gas fired plant.

e The legislation further requires that all electricity provided to California, including
imported electricity, must be generated from plants that meet the standards set by the
PUC.

Executive Order S-1-07

e Executive Order S-1-07 in 2007 indicates that the transportation sector accounts for
over 40 percent of statewide GHG emissions and establishes a goal to reduce the carbon
intensity of transportation fuels sold in California by a minimum of 10 percent by 2020.

Senate Bill 97 (2007)

e SB 97, signed by the Governor in August 2007 (Chapter 185, Statutes of 2007; Public
Resources Code, Sections 21083.05 and 21097), acknowledges climate change is a
prominent environmental issue that requires analysis under CEQA. This bill directed the
OPR to prepare, develop, and transmit to the California Resources Agency guidelines for
mitigating GHG emissions or the effects of GHG emissions, as required by CEQA.

e The California Natural Resources Agency adopted the amendments to the CEQA
Guidelines in January 2010, which went into effect in March 2010.

¢ The amendments do not identify a threshold of significance for GHG emissions, nor do
they prescribe assessment methodologies or specific mitigation measures. The
amendments encourage lead agencies to consider many factors in performing a CEQA
analysis, but preserve the discretion granted by CEQA to lead agencies in making their
own determinations based on substantial evidence. The amendments also encourage
public agencies to make use of programmatic mitigation plans and programs when they
perform individual project analyses.

Senate Bill 375 (2008)

e Signed into law on October 1, 2008, SB 375 supplements GHG reductions from new
vehicle technology and fuel standards with reductions from more efficient land use
patterns and improved transportation.

e Under the law, the ARB approved GHG reduction targets in February 2011 for
California’s 18 federally designated regional planning bodies, known as Metropolitan
Planning Organizations (MPOs).

The ARB may update the targets every 4 years and must update them every 8 years.
MPOs in turn must demonstrate how their plans, policies and transportation investments
meet the targets set by the ARB through Sustainable Community Strategies (SCS).

e The SCS are included with the Regional Transportation Plan (RTP), a report required by
State law.

e However, if an MPO finds that their SCS will not meet the GHG reduction target, they
may prepare an Alternative Planning Strategy (APS).

e The APS identifies the impediments to achieving the targets.

Source
P:\NCB1101 Napa HHSA\PRODUCTS\DEIR\Public\4e-GHG.doc, “Public Review Draft,” August 23, 2012.
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III. Customer Perspective

Positive/Optimistic view:

Technological innovation and savvy policies to promote renewable energy succeed in
proving California can have it all - a strong economy that nonetheless reduces the carbon
emissions, that over time, threaten to dramatically warm our friendly planet. The naysayers
will be proven wrong, and where California has led once again the world will follow.

Negative/Pessimistic view:

Inevitably higher prices for energy — unavoidable under cap-and-trade and the related
bureaucratic burdens on business expansion further hobble the state’s already-limping
economy. The economy shrinks. Families leave. The state might reach its goal of returning
to 1990s level carbon dioxide emissions by 2020, but only through a wholesale reversal of
growth. (Even if California shut down every power plant and took every car off the road,
global emissions are growing so fast that they’ll rapidly make up the difference.)

Source
“Cap-and-trade is high-stakes bet on state’s future,” Redding Record Searchlight, October 23, 2011, p. A007.

IV. Available Studies

1) EMC Research: California Assembly Bill 32; Telephone Survey, Likely November 2012
Voters, California Statewide; Prepared for AB 32 Implementation Group, April 2012

a. AB 32 Implementation Group; Alert: AB POLL KEY FINDINGS

b. AB 32 Implementation Group; News Release, April 26, 2912: Poll: Support for
AB 32 Declines as Voter Balk at Implementation Costs (Californians Unwilling to
Sacrifice Jobs, Pay Higher Energy Costs to Reduce Greenhouse Gas Emissions)

2) Field Research Corporation: The Field Poll; Release #2440, Californians Strongly
Support Actions to Combat Global Warming and Back the State’s Greenhouse Gas
Reduction Laws, Monday, February 25, 2013

3) The Brattle Group: The Economic Impact of California Small Business, Prepared for
the Union of Concerned Scientists, December 2009

4) BCG Energy: Impact of AB 32 Summary of Key Findings, June 18, 2012

5) California Environmental Protection Agency, Air Resources Board: Updated Economic
Analysis of California’s Climate Change Scoping Plan, Staff Report to the Air
Resources Board, March 24, 2010

6) Public Policy Institute of California: PPIC Statewide Survey: Californians & the
Environment, July 2012

7) Fairbank, Maslin, Maullin, Metz & Associates: San Diego County Climate Change
Survey: Key Countywide Survey Findings on San Diegans' Knowledge of and
Attitudes Toward Climate Change, February 5, 2012
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8) 2011 Green e-Verification Report, Version 1.0, Center for Resource Solutions,
January 31, 2013

9) Napa County Health and Human Services Agency Campus Project EIR IV. Setting,
Impact and Mitigation Measures E. Greenhouse Gas Emissions; August 2012, pgs.
195-219
P:\NCB1101 Napa HHSA\PRODUCTS\DEIR\Public\4e-GHG.doc (8/23/2012) PUBLIC

REVIEW DRAFT

10)Center for Climate and Energy Solutions: California Cap-and-Trade Program
Summary, January 2013

Demographic/Sizing Sources:

V.

1) U.S. Census Bureau; American FactFinder: (2011 American Community Survey 1-
Year Estimates)
a. DPO02: Selected Social Characteristics in the United States
b. DPO03: Selected Economic Characteristics
c. DP04: Selected Housing Characteristics
d. DPO5: ACS Demographic and Housing Estimates

2) Golden State Population Trends, First Tuesday Journal Online, posted by ft Editorial
Staff, January 9, 2012, in Charts. Demographics. Market Watch

3) Department of Finance; New Population Projections: California to Surpass 50 Million
in 2049, January 31, 2013

4) California Population, sourced from the PPIC’s Planning for a Better Future project

Market Conditions

Competing News/Events:

1/27/12: CA state regulators approved rules to cut greenhouse gas emissions from cars
and put significantly more pollution-free vehicles on the road in coming years.

The requirements are expected to drive up car prices. (Air board staffers predict that the
advanced technologies needed to meet the new standards will add $1,900 to the price of a
new car by 2025. But that might be offset by $6K in estimated fuel savings over the life of
the vehicle.)

Manufactures might have to sell clean cars at a loss to meet the requirements, and “buyers
of conventional cars will pick of the remainder of the tab.”

One of the most disputed elements of the rules centered on a clause that in the early years
of the mandate gives credits to automakers who reduce the greenhouse gas emissions of
their fleets more than required. Those credits would cut the number of electric, fuel cell and
plug-in hybrids the companies had to offer in CA.

Source
Bettina Boxall, “State orders hike in super clean cars: Air board issues new rules to automakers as part of its effort
to cut greenhouse gases,” Los Angeles Times, January 28,2012, p. 1.
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“The vehicles of today are not the vehicles of the 2017 timeframe,” Steve Douglas of the
Alliance of Automobile Manufacturers .

Dubbed the “"Advanced Clean Car Program”
The favorable attitude, of auto manufacturers, marks a huge shift from reactions to
previous CA air pollution mandates, and in part because of the high cost of oil.

Source
“No Smog: New Car Rules Shove State Toward New Clean-Air World,” Los Angeles Daily News, January 28, 2012,
p. 1.

The regulations would strengthen CA’s 2009 greenhouse gas emissions standards, which are
the toughest in the nation.

81% of Californians in a recent survey by the Consumer Federation of America supported
required reductions in emissions, and 75% thought California should require automakers to
build more zero-emission vehicles.

Source
Peter Fimrite, “Curbing state’s Car Emissions; Air Board, with Industry’s Support, to Vote on Sharp Cuts,” The San
Francisco Chronicle, January 27, 2012, p. 1.

Business groups are denouncing plan to use $1B from auctioning credits, to help fill in $9B
hole in proposed budget, as a back-door tax increase.

The so called cap-and-trade system is a critical piece of AB 32, CA’s landmark legislation
aimed at cutting CO; emissions to 1990 levels by 2020 and is modeled on a European
program.

At issue is whether the money paid by polluters to buy credits is a fee or a tax.

Source
Marc Lifsher, “Business fumes over Brown plan: Governor intends to spend cap-and-trade revenue to help shrink
the budget shortfall,” Los Angeles Times, January 11, 2012, p. 1.
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Appendix 5:
Creative Brief for the California Climate
Dividend Awareness Campaign: “Footprint”
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Creative Brief for the California Climate Dividend Awareness
Campaign: “Footprint”

Background/Overview:

California energy customers know virtually nothing about the
greenhouse gas cap-and-trade program, and even less of the
California Climate Dividend.

These customers have a generally positive view toward environmental
solutions. Climate change is a concern, and customers want to see
something done to improve the situation. They have indicated a
willingness—and even and expectation—to pay more for environmental
solutions. Because so much of life in California is spent outdoors, they
want their air to be cleaner and they want to know that change is
happening.

However, Californians have a somewhat skeptical view of government
and, similarly, are not always positive about their energy provider
(being that it is regulated, limited choice). Additionally, California has
been in a slow economic recovery and can be an expensive place to
live. While the actual California Climate Dividend may provide
customers additional cash in pocket, it could also signal an increase in
costs.

The idea behind this creative concept is simple: associate the
reduction in GHGs to individuals living in and enjoying California.

Objective:

To inform and educate energy customers in California about the
California Climate Dividend and help associate the reduction in GHGs
to living in and enjoying California. Getting them educated, excited,
and engaged in solutions that have a positive impact on climate
change is a bonus. Informing them without alarming is essential.

Target Audience:

Electricity customers in California: This will include every ethnicity,
income level, age, language, lifestyle, and mind-set in the state. The
targets are generally busy, distracted, unaware of context, and not
paying a lot of attention to energy or their energy provider.
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What's the single most important thing we need this
communication to say?

The California Climate Dividend is a positive sign that the state and its
people are working towards a solution to climate change that will make
a real impact on reducing GHGs without creating a burden on the
people or businesses of California.

What are the supporting rational and emotional reasons to
believe and buy?

Greenhouse gases are rising rapidly. CO2 levels have reached a new
and dangerous milestone of 400 ppm. This is the highest level seen in
millions of years. And the rate of growth is increasing, reaching a
tipping point that will be extremely hard to recover from. The climate
is changing. Those changes impact everyone, everything.

California passed a law to address this problem. This program is a
consequence of that legislation. Customers have overwhelmingly
reacted in a positive way to understanding the Climate Dividend as an
outcome of industries reducing GHGs.

Brand Personality:

Approachable, honest, transparent, progressive

Communication Tone:

The voice of the State of California: upbeat, positive, hopeful, inviting
Executional Mandatories:

California Climate Dividend Logo

Name: California Climate Dividend

URL: FreshStepForward.com

(End of Appendix 5)



