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What is an upstream/midstream program?
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Benefits of Midstream/Upstream

Promotes increased avallability, sales, &
Installation of efficient equipment

Influences distributor stocking practices
Diminishes financial barriers

Facilitates market transformation




VEIC’s Approach to Up/Midstream

Project planning

Establish value proposition
Mapping the supply chain
Eligibility & Performance request
Data collection

VEIC SMIT RFI / planning sessions
Establish incentive levels
Administration / management fees
Execute SMIT plans

10. Supply Chain Account Manager
11. PDA/MOU
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VEIC’s Approach to Up/Midstream

2. Establish value proposition



Understand Distributors’ Profit Model

Return on Net Assets (RONA) =

Distributor Net Income

Inventory + Accounts Receivable — Accounts Payable




Supply Chain’s Profit Model

Return on Distributor Net Income

Net Assets = ———m8 ——
(RONA) Inventory + Accounts Receivable — Accounts Payable

RONA driver Consideration

Increase gross margin(GM),
gross profit (GP) & . Energy-efficient products affect GM, GP, & NI
net income (NI)

Decrease inventory Collaborative sales & marketing

investment & - Intensive product & program training

Increase turnover Incentives increase market demand

Accounts Receivable (AR) - Avg. AR collection 50 - 55 days; Target < 35 days

Accounts

Avg. AP terms 30 - 35 days; Target: 45 - 240 days
Payable (AP) He y < y

Al Vermont
-)‘— EnergyInvestment

Corporation



Distributor Value Proposition - HPWHSs

Return on Net Assets (RONA) Electric Resistance HPWH Variance

Distributor Net Income

Inventory + Accounts Receivable —
Accounts Payable

Resale from distributor to customer $596

Distributor cost (estimate) S474

Gross profit per water heater S82 S204 $122

Gross profit generated from

14,000 units / year 51,148,000 $2,856,000  $1,708,000

HPWHSs increase
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VEIC’s Approach to Up/Midstream

3. Mapping the supply chain



Leverage Supply Chain Approach to Recruit & Train
Installers and understand the Distributor landscape
Manufacturers / .

st //l\\ j

Distributors ’. ‘“‘

M, I

Installers

Example:
Regional Distributor Database: 55 Companies, 270 Branch locations

Top 4 7% 148 (55%)
Next 5 (9) 9% (16%) 198 (74%)
Next 9 (18) 16% (32%) 228 (85%)

Next 37 (55) 68% (100%) 270 (100%)
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VEIC’s Approach to Up/Midstream

5. Data collection



Optimize the Collection of Transactional Data
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VEIC’s Approach to Up/Midstream

6. VEIC SMIT RFIl / planning sessions

9. Execute SMIT plans



SMIT: Sales, Marketing, Inventory & Training

Section III - Inventory Plan

1. Internal stakeholder planning

sales in the Northwest. As sales volumes increase and technologies improve, it is important

to understand how your organization will support the supply chain building inventory,

.
m e etl n g S launching new models, and phasing out existing inventory.

7. Inventory Support
Please complete the table below to indicate how you plan to address inventory concerns
from distributor customers. Where applicable, please provide additional details on your

2 . R e q ue St fo r I N fo rm atl on (R F I ) to inventory support plene snd describe how Hot Watsr Solutions Gan provide assistance.
]

Will you consider extending your distributor’s payment terms with the
objective of elevating inventory levels?

.
S u I I e rS Will you offer other financial incentives to the distributors, 1.e., volume
discounts, etc.?

Will you accept returns of the lower tier HPWHs in exchange for higher
tier HPWH inventory?
Will you eliminate associated inventory restocking fees \

.
3 S l I I I e rS . D eve I O & re S e nt S M I I distributors exchange baseline inventory for HPWH inventory?
n n Do you plan to have an exchange program of the lower tier HPWH
y for higher tier HPWH inventory?

Will you address warranty issues associated with the replaced
2
4. Wholesale Marketing Plan

technology?
Please use the table below to share your HPWH marketing plan for the wholesale channel.
Please mark with an (x) to indicate that you plan to reach an audience with a given tactic.
Keeping in mind that cooperative marketing funds are limited, please mark with a (8) if you
would like to collaborate with Hot Water Solutions on a given tactic. Feel free to suggest
additional audiences and/or tactics.

Training Prioritization

Sales Training  Technical and  Hot Water

ana

Training Utility Program
Training

|
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Hot Water Solutions Suppl
Channel Account Manager

o
]
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Wholesale Distributor
Management Teams

Wholesale Distributor Sales
Teams

Trade Installers and Service
Contractors

End Users/ Property Owners

g
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SMIT Market

High-Efficiency
HVACR Products
for the price of
conventional

*400

oJducls your cusiomers are

at deep discounts.

8ty coratre Tc® lews erwrgy than
_ N propans, or of heating Jyvtens
mers will enjoy greater Dwserdng on the yyssem they
and lower bills, contractors
rs wil increase sakes and
lon, and alkl of Vermont
ough lower energy demand and

related cos

Efficiency Vermont subsdizes the ¢
of qualitying efficient products by paying
rebates directly 1o distributors, who pass
» = wantance waler b
flers, who then pass o wrve o8 rasch ax SA500 over the Mtime
s of the unk. In acdition "G domessc

S0t walee, beat uTE waler haasters b
Setuimachly the space around therr.

PP mater Teacers cam COW aa
SeT A0 LTI pare.

ors purchase qualitying procucts,
provide end-user information, and receive Vit awwsticencyrerront camy
tpwhgartners for 4 proguct R, particpeting
“ninitason, a=d mere réorration.

VB! aadache SO AUtaral QAL CONRITORL. AL Of LA
LNCRCy VWIRne wil A0 KNGW SO & SKCmt \or Heat
P Water Meaters 2at e S5 gatent o Lgec

Croulator

c b and

corvertonal cradetor punge

Vg wwnstfichncyvermon

for full product B, part
wpechic dacoorts, and more.

ing Efforts

Customer facing marketing
materials of rebate offer
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Heat Pump Water Heater
Participating Dnslrlhutmf

ENTRAL
UPPLY

i~ St PR i P

Blodgett Supply — Rheem

www. blodgettsupply.com www.rheem.com

8
8
8
603

ContraT Sumply g siie —m—
. N7 A
h erlinks —oenningion

F.W. Webb Company | Soringfield |

www. fuweb,

WWwW.ge.com
Bradford White
www.bradfordwhite.com

3

The Granite Group State
www.thegranitegroup.com www.statewaterheaters.com

Hulbert Supply AD Smith

www. hulbertsu,
T
Premier Supply Group
-III-
Www.prem, pplygroup. com

&
pvetion has & aeme. BRADFORD WHITE

www.aosmnh.tom www.bradfordwi

Rhe
@state
WATER HEATERS

www.rheem.com www.ruud.com www.statewaterheaters.com

For more information, visit: www.efficiencyvermont.com/hpwhpartners
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Efficiency Vermont
HVACR Upstream /

Midstream
Results




Consolidated Results from Participating Vermont
Distributors of High-Performance Circulator Pumps

Units Sold
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Wholesale
Distribution
50%

Retail
Distribution
50%

The Distribution Chain

Contractors/

Owners

Homeowners
439%

Property Owners
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Up/Midstream vs. Downstream
Heat Pump Water Heaters

Cumulative Units Sold
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Heat Pump Water Heaters
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Efficiency Vermont: HPWH Metrics

US VT VT %

*0.2% of US

Population 324,227,000 626,562 :
Population

Annual # of *VT: 3.6% of US
HPWH Units 60,000 e Total HPWHSs

*V%: VT 1700% contribution of annual uptake vs % of US population

HPWH 12504 ~60%

0]
Penetration % (electric to electric) +4700%

BEFORE AFTER

VT HPWH
Penetration %
Before & After
Midstream

+750%
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Impact of the Midstream Program in 2017

ncrease™  +10,000%  +750% +100%




HPWHs / 95% Emergency Replacement:
8 Key Drivers / Program Success Model

1. SMIT Process / Deep Supply Chain Engagement
2. Elevate Inventories

3. Aggressive Sales & Marketing
4. Product & Program Training

5. Optimize Data Collection

6. 100% Incentive Pass-through w/ Instant Rebate
/. Administrative / Management Fees to Distributors

8. Supply Chain Account Manager / Single POC




1) Business Model

3) Strategic Partnerships
4) Supply Chain Management

)

2) Front Loaded
)
)




Vermont

Jake Marin
Vermont Energy Investment Corporation
Program Manager, HVACR

p: (802) 540-7700

George Chapman
CEE
Senior Program Manager

p: 617-337-9262

Howard Merson
Vermont Energy Investment Corporation
Business Development & Sales Manager

p: (802) 540-7821
c: (802) 310-8447
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