Why smart home tech will revolutionize the

green building industry

EEBA . September 27, 2016




Need help effectively marketing your organization?
Contact Shelton Group, the nation’s leading marketing
communications agency exclusively focused in the energy
and environmental arena:
http://www.sheltongrp.com; info@sheltongrp.com.

Thank you!
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Our Vision: Every home & building in America is
energy responsible and sustainability is ordinary
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We create a market advantage for
organizations that create a

sustainable, energy-responsible
future.
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http://sheltongrp.com/Ip/energy-pulse-2015-special-report/#gendergap
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http://sheltongrp.com/Ip/energy-pulse-2015-special-report/#gendergap
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The short answer
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9%

choose smart thermostats as one of the top things that
have an impact on making a home more energy efficient

9%

choose insulation as one of the top things that have an
impact on making a home more energy efficient

Source: Energy Pulse 2015
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The longer answer




1.8b

Connected home devices expected to ship in 2019

$490b

Expected connected home revenues in 2019

Source: http://www.businessinsider.com/connected-home-forecasts-and-

growth-report-2015-4 Gain a sustainable advantage
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0%

believe a fully connected home will be achievable
within five years

Source: www.throughtek.com/report/ThroughTek_Internet%200of
%20Challenges%20Report.pdf
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4%

of smartphone or tablet owners either currently, or plan
to, control a connected home device in the next year

N=1,423
Source: Energy Pulse 2015
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9%

prioritize smart thermostats as the technology they'd
“try” if given a chance

N=920
Source: Energy Pulse 2015
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Within the year...

19.8m

Likely household penetration for smart thermostats

19.5m

Likely household penetration for smart lighting
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Meanwhile...
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Likelihood of doing nearly every EE
home improvement we track is in a
3-4 year flatline.
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Propensities have declined and stagnated

10f3
Unplug chargers, small appliances and electronics _2"/103%
when not in use 18%
Install high-efficiency/ENERGY STAR® certified windows 11% 149
Purchase an ENERGY STAR® certified refrigerator B 1%
or freezer M1%
Replace most inefficient lighting (and even CFLs) _ 11(%‘;/7
with more efficient LED bulbs ° 201
[ |
Install extra insulation 11%120/ 2014
Install a smart thermostat that learns your temperature B 10%
preferences and knows when you're not home a5, 2013
10%
Replace showerhead with water-efficient model _ %110/
Replace toilet with a water-conserving (e.g., dual flush) ” 10%
model 8%
Install “smart” outlet switch for easy-off of non-essentials _9 0} 0%
or light or motion-sensing light bulbs or switches °
N=2,029

Energy-Efficient Home Activity Propensity
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10%
Install a higher-efficiency air conditioning system _9%

1%

Replace most incandescent bulbs with energy-efficient m 10%

CFL or LED light bulbs (net) 12%

9%
Add caulking or weather stripping _8%
Install a super high-efficiency, tankless or heat m 9%

pump water heater

10%

Have a professional home energy inspector evaluate _8;/3/
(]

your home 9%

Change habits at home to save energy: adjust |[—— 5%

thermostat settings, wash clothes in cold water, etc. 1%
Purchase ENERGY STAR® certified electronic products IS 5%
like a TV, computer or printer*

*New item in 2015

Energy-Efficient Home Activity Propensity — Continued

13%

20of 3

w2015
m2014
2013

N=2,029
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30f3
8%
Get rid of/recycle an old inefficient second refrigerator %

8%

Replace most incandescent bulbs with energy-efficient

CFL light bulbs 6%

Install a higher-efficiency furnace, heat pump or
boiler system 12%

&
R
3 3
R
o
R

Add a home energy monitoring device or display

2o, m2015
Add solar panels to generate electricity for your home _ 8%
7% ®2014
. . . 7%
Add duct sealing/duct insulation 8800/? 2013
. : : I 6%
Have a professional seal the air leaks in your home*
Purchase a certified energy-efficient home built to m 6%
ENERGY STAR® or other program standards 9%
Install some other renewable energy system like -4§/%
geothermal heating or a small residential wind turbine ’
*New item in 2015 N=2,029

Energy-Efficient Home Activity Propensity — Continued
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Most homeowners prioritize aesthetic remodeling

33%

N
2
X

Remodel kitchen or bathroom (net)

: 21%
Remodel kitchen R 5,
I ) "
Remodel bathroom 14%
Replace windows with more energy-efficient ones 21%

29%

16% m2015
Add solar panels TRE——— ;7
g ®2014
16%
Replace major appliances with higher-efficiency units _ 1 51 2013
16%
Replace carpet or add hardwood or tile _15% .
20
Replace HVAC or furnace with a higher-efficiency unit ‘ 16%19%
12%
Redecorate/update furniture _ 12% 179,
N=2,029

Q15 — If you were suddenly given $10,000 to make home improvements,
which two of the following things would you do?
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3%

Plan to make aesthetic improvements

- Sulee 2014 Gain a sustainable advantage
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They deny they have a problem & don't think
efficiency is “worth it”.
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By contrast...
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6%

of those who said they had installed a smart
thermostat in their current home saw a reduction in
their energy use due to their smart thermostat

N=212
Source: Energy Pulse 2015
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0%

Say energy conservation is important-very
Important in the way it impacts their
daily purchases and activities.

Source: Energy Pulse 2015 Gain a sustainable advantage
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26%

26%

9%

say buying/using eco-friendly products is an
important part of their personal image

26% 2006

2013

31

2014

2015
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COOL
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One more piece...

Home improvement store like Lowe’s or _ .
The Home Depot 57%

Home improvement television show _ 50%

Friend, neighbor or family member _ 36%
Home decorating and improvement magazine

like Real Simple, Better Homes and Gardens _ 35%

or Southern Living

Website - | 267

Attending home and garden shows or o
“Dream Home” tours - 10%

None (unaided) . 3%

Other ] 1%
N=1,025

Q41 — Where do you get ideas and information for home improvements?
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Walmart has a connected home section for
online shopping.

Product offerings continue to increase and now include smart appliances, health
and fitness. The site even allows searching by platform.
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Target is creating a smart home section
in stores.

Target’'s Open House includes connected light bulbs, baby monitors, sprinklers,
doorbells and more, displayed in rooms with clear plastic furniture to better
highlight the devices and their uses.

Target announced in June it would expand to three more existing stores
(Minneapolis, Cupertino, CA and NYC) which would have a “connected living
experience” department.
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Best Buy built a demonstration model of a
connected home in the Mall of America.

Connected products displayed include Samsung Family Hub refrigerator, ecobee
3 smart thermostat, Yale smart locks, and Philips Hue lighting.
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Many big-box, brick-and-mortar stores now
have connected home display space.

 For Lowes, EE products (except for lighting) generally do not have
separate displays, but are included with all products in the category.

— End cap displays are used to highlight connected home products
separately.
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So let’'s recap:

* People care about energy efficiency, and being green is
now a mainstream value

* [t's @ mainstream concept because it's cool
« Smart home devices are cool

* People can give themselves permission to buy smart
home devices because they'll save energy

 And because they're really convenient

 And because they see them everywhere when they're
shopping — clearly everyone’s doing it, so | should, too!
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To leverage the promise of smart tech and

push green building forward...
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We'll need to bridge the gender gap.
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Profile of home technology enthusiasts (13% of the
population):

* Male

* Millennials or Gen X

* Well-educated, with bachelor’s degree or higher
* High income ($75K+)

* White-collar and professionals

* Married with children present in the household

« Homeowners (83%)

* Predominantly white, but over-index for minorities
(index 126)

* Concerned Parents, True Believers

N=261 Gain a sustainable advantage
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Women are the driver behind home purchases,
yet they are ...

* Less likely to be technophiles or home technology
enthusiasts

* Less likely to prioritize home automation when spending
money on their homes

* More likely to prioritize making their homes healthier/safer
and more beautiful

e Significantly less likely to think that smart/connected
homes help save energy, make people feel more secure,
Or save money

Source: Energy Pulse 2015
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SO we must position smart home tech as
easy, undaunting and as a means to an
end to achieve what she really wants —
a comfortable, beautiful, quality home.
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Building an effective campaign

 Be super clear about who your target audience actually is
— Profile past buyers, not future/likely buyers
* Be where they're searching
— Contextual targeting
— Behavioral targeting
— Retargeting
 Use messaging that hits their care-abouts
— Comfort, control, health, peace of mind and/or resale value
* Leverage their desires
— Remember that aesthetics trump efficiency/sustainability
 Learn from results
— Do A/B testing; ditch what’s not working

 Make it super easy for them to act; give them no more than two
actions to take.
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Results:

 (Generated nearly 20,000,000 impressions and over 74,000 clicks to the
brand’s website — for less than half of the cost of one small advertisement in
some leading home renovation magazines (a savings of over 1400% in terms
of CPM).

 The campaign’s click-through rate exceeded Google industry benchmarks for
display advertising by over 500%.

* QOur pre-roll video placement finished with a 76% completion rate vs. the
average of 59%.
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Discussion




Thank You!

Suzanne Shelton, CEO
Shelton Group
sshelton@sheltongrp.com
@sheltongrp
865-524-8385




