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Table 8. Yearly Order Tracking
Apr 26- Dec 31, Jan1-Nov 15, Total Year to Year %
2013 2014 Increase
Unique customers 670 1,701 2,371 254%
Unique orders 700 1,882 2,582 269%
Total bulbs 10,158 26,681 36,839 263%
Average bulbs per customer 15.2 16.7 15.5 103%
Average bulbs per order 14.5 14.2 14.3 98%
Average bulbs per day 40.6 83.6 64.7 206%
Average orders per day 28 59 45 211%
Average orders per customer 1.0 1.1 1.1 106%

Program Products and Iincentive Levels

When it came to product selection, Duke Energy decided to offer its customers a variety of the
most commonly used specialty bulbs to replace conventional incandescent bulbs. “There are
thousands of bulbs on the market. We did not want to try to replicate the number of choices
available in a big box store, but we did want to ensure that people have a positive experience,”
said the Duke Energy Product Manager. “So we looked at types of bulbs, different technologies,
efficiency levels, bulb life, and other lighting factors like lumens. Then we worked with EFI to
select the brands and bulbs that would cover the most common applications and deliver the most
value for the lowest price.” While the Energy Store’s product inventory has continued to evolve
over time, for its initial 2013 offerings Duke Energy chose to provide: CFL and LED capsules (A
Line), CFL and LED reflectors, CFL globes, CFL candelabras, and CFL standard, dimmable,
and three-way spirals. Each of these bulb categories has been consistently represented since the
program’s launch, but the mix of individual bulbs has shifted slightly over time as the Store’s
inventory has evolved to adjust to changing prices, new technologies, and manufacturer
capabilities. All bulbs sold via the program are Energy Star qualified and most are offered in a
variety of wattages as shown in Table 9.
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Table 9. 2014 Products and Incentive Levels
5 EFl Duke
Product List Store Energy Customer
Base Final Maximum
Bulb Type Category Watt Iitem IR:::‘:: Purchase | Purchase
Cost Price Limit
14 $3.00 $2.52 $0.48
rll Indoor Reflector 14 $3.35 $2.52 $0.83 15
Reflacior 23 $6.75 | $2.52 $4.23
(Recessed) | Outdoor Reflector 23 $4.95 $3.34 $1.61 6
Dimmable
Reflector 15 $12.95 $5.00 $7.95 12
7 $14.50 $7.00 $7.50
i 8 |$1795| $700 | $10.95
Reflector Reflector 9.5 $36.25 $7.00 $29.25 15
(Recessed) 95 |$12.95| $7.00 $5.95
10 $12.75 $7.00 $5.75
9 $3.00 $1.70 $1.30
CRLEkRe Sk 14 | $300 | $170 $1.30 i
5 $4.50 $2.11 $2.39
CFL
Candelabra Candelabra 7 $3.95 $2.11 $1.84 12
9 $3.65 $2.11 $1.54
CFL Soiral Three-Way 12.22.33 | $7.45 $3.67 $3.78 6
P Dimmable 23 $6.75 | $4.40 $2.35 6
CFL ] 14 $3.35 $1.94 $1.41
(Capsule) Aline 18 $4.95 | $1.04 $3.01 8
6 $9.97 $7.00 $2.97
7 $11.95 $7.00 $4.95
LED ;
(Capsules) A-Line 9.5 $9.97 $7.00 $2.97 15
10 $10.95 $7.00 $3.95
1 $11.95 $7.00 $4.95
- A 13 $1.80 $0.00 $1.80 N/A
CFL Spiral Standard Spiral 20 $1.85 $0.00 $1.85 N/A

As shown in the table above, incentive levels are specific to each bulb type and wattage, so final
purchase prices for the customer can vary for bulbs within the same product family. For instance,
CFL reflectors have a common incentive amount of $2.52 per bulb, yet the bulbs’ base item costs
range from $3 each for a 12 Watt reflector to $6.75 for a 23 Watt reflector. As a result, after the
incentive is applied, these bulbs will cost customers $0.48 for a 12 Watt and $4.23 for a 23 Watt,
respectively.

Incentive levels were determined by assessing specialty bulb prices in the retail marketplace and
then considering the full range of costs to customers who make online purchases from the Duke
Energy Savings Store, including product cost, any applicable sales tax, plus shipping expenses.
These retail factors were weighed against program budget, wholesale costs and discounts
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obtained by EFI, and other factors such as retaining the ability for Duke Energy to offer its
customers extra incentives to purchase larger quantities of bulbs or to reduce shipping costs.

When setting bulb incentive levels, Duke Energy also considered other issues such as the
differences between shopping online and in stores. For example, in-store shopping allows
customers to examine and compare physical products; it encourages impulse buying through
product placements at registers and end caps; and it provides the opportunity for same day
purchase and installation. But in retail stores product information is often scarce. So customers
must depend on the knowledge of sales associates or do their research in advance. Online
shopping allows customers to shop when it is convenient for them, including when stores are not
typically open for business; it delivers products by mail directly to the home, and it can offer
customers a variety of educational and product information in advance of their making the
purchase decision. Because these non-financial attributes can have an influence on sales, Duke
Energy factored them into its overall pricing calculus in order to ensure that the Duke Energy
Savings Store fit appropriately in its e-commerce niche.

Operational Roles

Program operational roles are assigned as follows: Duke Energy provides overall program
oversight and quality assurance, marketing, and customer authentication. EFI provides the e-
commerce platform for the Duke Energy Savings store, including the online storefront, shopping
cart, and secure credit card processing. EFI also manages purchase limits for each account, bulb
inventory, fulfills orders, arranges shipping (through the U.S. Post Office and United Parcel
Service), handles customer service, and deals with returns and warranty replacements. These
roles are discussed in more detail under the relevant sections below.

Program Marketing

Duke Energy promotes awareness of its Specialty Bulb program through a combination of
general and targeted marketing efforts. General marketing efforts began with program webpages
and links on the Duke Energy website, bill inserts, and a press release to coincide with the public
launch of the program. Electronic marketing began with pop-up messaging appearing on the
Duke Energy My Account Online System (OLS) that encouraged customers to click through to
visit the new store. These efforts were followed by a direct mail campaign that targeted three
subsets of Duke Energy customers: 1) those who had previously purchased CFLs at retailers
using Duke Energy’s discount coupons, 2) those who had ordered free CFLs; and 3) OLS
account users, since they are known to be savvy web users. An email campaign followed the
direct mail campaign. Initially these efforts were rolled out in sequence in the months following
the program launch to give Duke Energy and EFI time to fine tune the systems for customer
authentication and data transfer (see Customer Authentication below). Then in the fall of 2013
the program team stepped up its efforts with a combined campaign that incorporated all of the
above-mentioned elements in the same month, as well as mentions on the Duke Energy online
employee portal to promote greater awareness of the program within the company. No paid
advertising was used during 2013, but Duke Energy initiated paid advertising in newspapers
during 2014. Otherwise, marketing efforts in 2014 continued in a comparable manner with a
similar combination of tactics, including website banners, OLS pop-up messages, bill inserts,
targeted direct mail, and email campaigns.
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In addition to the marketing activities mentioned above, Duke Energy sends direct mail letters to
new customers to prompt them to visit the Store. Those letters also mention Duke Energy’s
separate free CFL program, which provides free standard spiral CFLs via mail. Moreover, every
customer who orders free CFLs automatically receives a printed flier advertising the Store in
their shipment. As of July 2014 those fliers specifically included a toll free phone number that
enables customers to place orders for specialty bulbs by phone rather than using the online web
platform. This ability to take phone orders is discussed in more detail in the Call Center section
of this evaluation on page 48.

As the Duke Energy Product Manager explained, “Marketing the free CFL program was fairly
straightforward since ‘free’ is a no-brainer motivational tool for a lot of people. But now we’re
asking customers to actually pay for a portion of the bulbs.” This presents more of a challenge in
terms of refining the program’s offer (including which bulbs get promoted in the marketing
materials and the level of discounts for bulbs and shipping) and the creative (which messages
resonate best with different customer groups). For this reason, Duke Energy has experimented
with different marketing pieces. Some pieces feature selected bulbs, while others show the entire
product line in the Savings Store. Still other marketing pieces have experimented with different
discount offers to reduce the cost of shipping. Figure 1 below provides a sample excerpt from
one such promotion. Other marketing samples can be found in Appendix E: Marketing Examples.

Phase into energy-saving CFLs and LEDs for up to 92 percent off retail.

Standard incandescent bulbs are no longer made in

or imported into the U.S. But today's CFLs and LEDs

are ready fo take their place. They last up to 25 times Check out the wide variety
longer and are up to 8C percent more efficient. And of bulbs we offer:

now you can buy them at remarkably reduced prices

at the online Duke Energy Savings Store.

Deep discounts are just a click away, at

www.duke-energy.com/NewBulbs ' ,
Got questions? Just click the Frequently ﬁ 4
Asked Questions button along the way, - A

S

Keep your account number handy to access these offers:

<1234567890> :

@ = LEDbulbs @ = CFL bulbs

Figure 1. Sample Excerpt from a Direct Mail Promotion

The utility also employs an array of tools and techniques to track and improve the effectiveness
of its marketing efforts: Mailing lists are compared against authentication records to determine
which customers responded to direct mail campaigns. Separate and campaign-specific URLs are
used for bill inserts, while click-through rates are tracked for email messages and OLS pop-up
intercepts are tracked with weekly reports designed to capture response rates. Duke Energy’s
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Google Analytics account is used to track web traffic on the public website, as well as follow
through traffic to the EFI Duke Energy store landing page. EFI’s Google Analytics and other e-
commerce measurement systems track customer activities on the Savings Store itself.

To further enhance the program’s marketing, the many digital data points collected from the
various tracking systems are subsequently fed into propensity modeling tools from Duke
Energy’s Market Analytics group. These modules crunch external data such as Experian and
PRIZM segmentation data and then combine it with Duke Energy program participation records
to identify the common attributes shared by customers who have responded to previous
efficiency offers. The most significant characteristics are then fed back into the models so that
millions of Duke Energy customers can be sifted for those who are most likely to respond to the
program’s next marketing effort.

In 2014 Duke Energy also sought to scientifically test the effectiveness of different offers using
A/B split testing. For the test, 400,000 customers were divided into two groups with half
receiving an offer for $5 flat rate shipping and equal number of recipients seeing an offer for free
shipping on orders over $25. Other elements of the offer remained identical so only the shipping
options were being tested. The primary objective was to determine which shipping offer drew
more responses. However, once respondents actually reached the online store, customers from
both groups could participate in either offer. Results of the tests showed little difference in
response rates between groups. Nonetheless, TecMarket Works applauds Duke Energy for using
controlled testing to determine the most effective ways to reach customers and prompt them to
take action.

TecMarket Works also notes techniques such as sequential and combined marketing campaigns,
the use of unique URLSs, customer-specific response tracking, propensity modeling, and split
testing to constitute best practices in program marketing.

Customer Authentication

Numerous utilities employ online stores to sell their customers discounted light bulbs. The most
common methods they use to confirm that online store visitors actually live within a utility’s
service territory are to either validate by checking the customer’s residential address zip codes or
for the vendor to compare account numbers entered by the website visitor with account numbers
provided by the utility. While these methods suffice, neither method provides the online store
vendor with up-to-date records regarding previous customer participation in energy efficiency
programs. Duke Energy already possessed a more sophisticated system than this, and the utility
wanted to use it for this program.

Duke Energy’s previously established CFL distribution systems enable the utility to identify
customers at the household level and track their participation down to the demand side
management program that was responsible for providing a specific number of CFLs. “We
wanted a vendor who would allow us to use our existing systems to authenticate customers
before they accessed the vendor’s e-commerce platform. That way we could confirm eligibility
and track customer participation at the individual account level ourselves, and then redirect the
customers to the vendor’s online store to make their purchases,” explained the Duke Energy
Product Manager. With a data push from Duke Energy’s computer system to the vendor’s
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website, the vendor would have all the customer information needed to confirm eligibility for
making purchases, as well as confirming the customer’s account status as a residential customer
(as opposed to being an eligible business customer who can buy discounted bulbs via a separate
energy efficiency program for commercial customers).

This concept necessitated significant planning and technical adaption on the parts of Duke
Energy and EFI. In the end, the complete process—from initially building the online website to
finally testing that all data exchange procedures were working correctly—took the better part of
a year before the Savings Store was ready to launch. However, once the system was ready,
customers could access Duke Energy’s authentication systems to verify their eligibility. Then the
utility’s computer systems would push the relevant customer data to EFI so that the vendor
would have the customer’s account information, including real-time eligibility for incentive
discounts on light bulbs.

Because each of Duke Energy’s state service territories are served by their own online storefront,
one part of the authentication process also ensures that customers are automatically directed to
their state-appropriate Store. As of the time of this evaluation, the Kentucky website appears to
be identical with those of other states, but by maintaining different online storefronts the system
can readily accommodate state-specific changes as necessary.

Login Process

There are two ways to access the Duke Energy Savings Store: via the webpage for the program
on the Duke Energy public website at http://www.duke-energy.com/residential-savings-store/ or
via a link from within Duke Energy’s OLS. If customers enter via the public website they must
first enter either their account number or the phone number associated with the account (Figure
2). They must also enter the last four digits of the social security number associated with the
account. If customers access the Savings Store via the OLS they will have been through the
authentication and thus they can go directly to the Savings Store.

Check Eligibility for Free & Discounted Energy Products

Salect one of the following methods to verify your account: *
Phone Number
@ Account Number

1

Last 4 digits of the account holder’s Fedesal Tax ID or Social
2 Security Number *

C&“cel m

Figure 2. Login Screen for Authentication

By design, customers cannot access the Duke Energy Savings Store without first going through
Duke Energy’s authentication process. If someone tries to visit the site directly whether that’s via
a bookmark/favorite or via a link from another website, their web browser will display an error
message that points them back to the public webpage for the program for verification.
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After authentication, customers are shown a Bulb Order pop-up screen that displays the number
of free CFLs that they have requested and allows the customer to obtain more free CFLs if they
are still eligible. It also displays a section showing their eligibility to shop for discounted
specialty bulbs (Figure 3). Clicking the “Shop Now” button on the Bulb Order pop-up screen
automatically redirects customers to the Duke Energy Saving Store website, which is hosted by
EFL

Our records indicate you have ordered your free CFLS.
Thank you for participating in our energy efficiency programs

tem/Qty Reason/Status Account Mailing Address

6 CFLs Requested Requested Date: 04-27-2013 (D @22ND AVE NE APT C
Shipped Date: 04-30-2013
FEDEX® Tracking

6 CFLs Requesled Requested Date 04-27-2013 (MNP @D 22ND AVE NE APT C
Shipped Date: 04-30-2013
FEDEX® Tracking

3 CFLs Requested Requested Date 04-27-2012 (D @I 22ND AVE NE APT C

Shipped Date. 04-30-2013
FEDEX® Tracking

You are eligible to shop for discounted light bulbs and other products.

Account Reason/Status  Type Physical State Zip
Address
o Eligibte Residentia! @D ® O
22ND Shop Now
AVE NE
APT C

Figure 3. Bulb Count and Eligibility Screen

Prior to August of 2013, the login process involved an additional step after customers clicked the
“Shop Now” button. Originally they were redirected to the pop-up screen that displayed their
customer profile information, as well as the terms and conditions for website use. Customers
were required to read the page and click the submit button before being transferred to the
Savings Store (Figure 4).
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