MEMO

To:                       
Don Schultz, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 6, 1998  

Subject:
Review Memo for SCE Study  # 539:  Non-Residential DSM Bidding

REVIEW SUMMARY

1. Utility:  Southern California Edison                        


Study ID: 539

Program and PY:  Commercial and Industrial Energy Efficiency Incentives Program: PY1996

End Use(s):  lighting;  HVAC, process, and motors

2.  Utility Study Title:  “Evaluation of the Southern California Edison 1996 DSM Bidding Program”

3. Type of Study:  1st Year Load Impact Study                

 Required by Table 8A: Yes.

4. Applicable Protocols: Tables 6, 7. 

Study Completion:  April 30, 1998 
Required Documentation Received:   Yes                    

Retroactive Waivers:   None

5.  Reported Impact Results;

Total Annual Gross Load Impacts
:  

All measures combined:  Peak: 14,869 kW (112.6 kW per designated unit;  0.929 realization rate). Energy: 79,924,415 kWh (605,488 kWh per designated unit;  1.162 realization rate).

Total Annual  Net Load Impacts:

All measures combined:  Peak: 13,258  kW (93.6 kW per designated unit; 0.828 realization rate).  Energy:  82,306,658 kWh (62,353
 kWh per designated unit;  1.0298 realization rate) 

Net-to-gross ratios
:  
 0.625 for peak comm’l lighting

0.52 for peak comm’l HVAC

.
 0.617 for kWh comm’l lighting

0.565 for kWh comm’l HVAC




 0.836 for peak ind’l lighting

1.00  for peak ind’l HVAC




 0.833 for kWh ind’l lighting

0.918 for kWh ind’l HVAC




 1.00 for peak ind’l motors

0.948 for peak ind’l process




 1.00 for kWh ind’l motors

0.889 for kWh ind’l process

7.  Review Findings:
(a) Conformity with Protocols:  The study is generally in conformity with the standards for measuring bidding programs and the NAESCO measurement and verification protocols. 

(b) Acceptability of Study results: Although the load impacts from this pilot project are very large, the only benefit to a Verification Report would be to check the feeder sheets for accounting errors.

Recommendations:  The recommendation is to accept the reported results of the Study.

. 

OVERVIEW

The Non-residential DSM Bidding Program is a Shared Savings pilot program for purposes of shareholder incentives.  As such, the actual ex post evaluation results from the first year load impact study enter into the calculation of that shareholder incentive. For example, of the CEEI net benefits in the first earnings claim (49%)
 were based on the projected load impacts from the commercial DSM bidding pilot.

REPORTED IMPACT RESULTS:

Total Annual Gross Load Impacts
:  

All measures combined:  Peak: 14,869 kW (112.6 kW per designated unit;  0.929 realization rate). Energy: 79,924,415 kWh (605,488 kWh per designated unit;  1.162 realization rate).

Total Annual  Net Load Impacts:

All measures combined:  Peak: 13,258  kW (93.6 kW per designated unit; 0.828 realization rate).  Energy:  82,306,658 kWh (62,353
 kWh per designated unit;  1.0298 realization rate) 

Net-to-gross ratios
:  
 0.625 for peak comm’l lighting
0.52 for peak comm’l HVAC

.
 0.617 for kWh comm’l lighting
0.57 for kWh comm’l HVAC




 0.836 for peak ind’l lighting

1.00  for peak ind’l HVAC




 0.833 for kWh ind’l lighting

0.918 for kWh ind’l HVAC




 1.00 for peak ind’l motors

0.948 for peak ind’l process




 1.00 for kWh ind’l motors

0.889 for kWh ind’l process

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

This is a very well documented study.  The gross load impact estimates are based on site-specific metering and review by a third party.  Unlike PG&E’s Power Savings Partner Program studies (396a-f), this Study attempts to use the recently revised Quality Assurance Guidelines (Appendix H of the Protocols) to estimate NTG ratios for each measure in each sector through interviews with the decisionmakers on every single project under consideration.

The engineering and site-specific documentation is extensive for the gross load impact estimates.  The NTG analysis contains an extensive appendix on the cases for which the authors used their customized NTG approach.  In a sense, this study of a pilot program, was itself a pilot of a more open approach to estimating NTG.

EVALUATION ISSUES:  

In an attempt to understand the motivation of decision makers in the process of participating in the Edison bidding program, Ridge and Associates, the Study’s authors, went beyond the close-ended approach to determining free-ridership, partial free-ridership, and deferred free-ridership.  Based on supplemental, individual, in-depth interviews covering 197 of the 232 measures, the “custom” analysis resulted in lower NTG ratios for some measures, but the overall change, if there was one in a particular sector and for a particular end-use, was to increase the net benefits of the program.  The basic rule was that the evidence from the open-ended discussions had to be strong enough in either direction, in the joint opinions of the researchers, to warrant over-riding the standard NTG result for the measure and the facility.  The approach appears to have been handled in an even-handed way, but the results are generally counter-intuitive on two levels: (1)  usually industrial customers show much higher levels of free-ridership than found in this study; and (2) traditionally, DSM bidding contractors are suspected of predominantly serving free-riders.  In fact, if these results are to be believed. The Company’s own programs produce much more free-ridership than the bidding program did.

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols.  The study  is in general conformity with the NAESCO measurement and verification protocols.

Tables 6 and 7 Reporting Protocols.   The Study is in conformity with the requirements for Table 6 (as far as possible, given the fact that the program doesn’t represent a typical program), and Table 7 is well documented, especially on the NTG approach.

Summary Recommendation:

The recommendation is to accept the results presented in Table 6 of the Study

. 

Attachments

Attachment A

Question No. 3:

The text and Table 6 of the Study do not appear to be related to the E-3 Table for CEEI for Edison, at least not the version revised on 10/28/97.  For example, the net realization rate reported for kWh across all end-use elements in Table 6 is 0.798, but dividing the reported total net load impacts reported in Table 6 for all end-use elements, by the total net impacts claimed across all end-use elements in the 10/28/97 E-3 Table results in a net realization rate of 0.424.

Response To Question No. 3:

The reason for this apparent discrepancy stems from the ORA requirement that the utilities file E-tables for program categories – in this case, “Commercial Energy Efficiency Incentive [CEEI] Programs.”  The November 1997 E-tables for CEEI programs mentioned by Mr. Keating represent the combined results of (a) Edison’s 1996 “DSM Pilot Bidding Program”, and (b) commercial-customer participation in Edison’s 1996 “Energy Efficiency Incentive Program” (formerly called the “Energy Management Hardware Rebate Program”).  Mr. Keating is comparing the results from Study 540 (which studied just the commercial participants in our EEI program) with the combined results of both commercial incentive programs.  Table 1 (below) compares the derivations of the two numbers cited by Mr. Keating.

Table 1.  Derivation of Two Realization Rates Cited in Question 3.








Extract From Table E-3 (Commercial EEI & DSM Bidding Pilot)





Feeder Sheets
for E-3


EndUse
Avg kWh / Unit
x  # Units
x  NTGR
=  net kWh impacts

(Comm. EEI only)


LTG
             0.47 
109,747,873 
0.86
      44,360,090.27 

     17,677,140.26 


MISC
    315,582.82 
                13 
0.80
        3,282,061.33 

       3,282,061.33 


SPCOND
             0.44 
  77,127,323 
0.95
      32,239,221.01 

     21,469,501.42 




10/28/97
==>
   79,881,372.61 
(a)
42,428,703.02 
(c)



Study 540(3/98)==>

   33,875,176.00 
(b)
33,875,176.00 
(d)



Realization Rate ==>

0.4241
(b/a)
0.7984
(d/c)










(a)
total net kWh impacts, as calculated by KK from Table E-3 (10/28/97 negotiated version)







(b)
total net kWh impacts, as report in  Study 540, Table 6, row 2.A.ii (3/2/98)







(c)
total net kWh impacts, as calculated from feeder sheets ("Table C") for Table E-3 (10/28/97 negotiated version) for Energy Efficiency Incentive Program only (without DSM Bidding Pilot results)







(d)
= (b)








Prepared By:
Pierre Landry

Title:
Project Manager, Measurement and Evaluation

Attachment B  Data Request of August 4. 1998

To:  Pierre Landry, SCE

In going over this study 539, I see that my assignment sheet refers to it as a Performance Adder Study and that there was a 12/17/97 retroactive waiver associated with it.  However, in response to my data request for Study 540, SCE indicated that about 50% of the kWh in the first earnings claim E- Table was due to the Non Res DSM bidding.  In addition, similar PG&E programs are shared savings program without a NTG and yours involves a NTG effort.   No reference is found in Study 539 to a retroactive waiver, yet it was delivered late (April 30), so that may be the reason for a waiver.   

1. Could you tell me whether this is a shared saving program or performance adder?

2. Could you send me a copy of the retroactive waiver if there is one?

3. Are the load impacts negotiated and  therefore fixed in this pilot?

Attachment C:  Response from SCE



Dated 8/5/98


[image: image1.wmf]Ken, here are our responses:

1)
This is a shared savings program.

2)
A copy of the approved waiver request is attached.  As you will see, it was intended to clarify and gain approval for some aspects of the research plan as well as to explain and gain approval for a delayed submission.  

<<WvDSMBid.doc>> 

3)
The load impacts were not negotiated and are not fixed.  

Pierre will follow up with you further on the intended meaning of a footnote in the C Tables which may have led you to ask this question.

Attachment D:  Retroactive Waiver

Southern California Edison Company

Retroactive Waiver for

1996 NON-Residential DSM BIDDING PILOT PROGRAM

(Study ID #539)

Approved by CADMAC on December 17, 1997
Background/ Introduction

Southern California Edison is conducting an impact evaluation of the 1996 Non-Residential DSM Bidding Pilot Program.  The study will utilize customer surveys to develop a net-to-gross ratio and the NAESCO site measurement protocols, as permitted by Appendix H, to develop gross savings estimates. 

Summary of Edison Request

This waiver requests deviations from the Protocols by Southern California Edison for its 1996 Non-Residential DSM Bidding Pilot Program.  Edison seeks approval to:

1. Use a sample of facilities for metering “chain” facilities projects.

2. Use the self report interview methodology for developing the NTG ratio.  

3. Extend the deadline for study completion to May 1, 1998.  

PROGRAM SUMMARY




Number of Participants
132

Administrative Costs
$405,000

Incentive Costs
$15,848,000

Resource Benefits, Net
$33,946,000

Earnings
$6,242,000




Parameter

Appendix H, as it applies to site selection for metering installations.

Protocol Requirement 

The protocol implies a requirement to measure savings using a combination of metering, billing analysis and/or engineering calculations at every participant site.

Waiver Alternative

Modify the monitoring requirement to allow the installation of metering at a sample of participant sites of a “chain” participant when every participating site is essentially the same in regard to size, installed equipment and operating hours.  

Rationale

Edison and the project sponsor have agreed to an approach in which the project sponsor has installed extensive metering at a sample of sites of two  participating “chain” customer.  In each case, each of the participating sites is an essentially equal configuration in terms of equipment mix, size and operation.  This approach has the advantage of reducing costs for a large number of small sites, while also providing a high degree of accuracy in the savings estimates because of the extensive metering,  and appropriate extrapolation to the population of “chain” participants.  

Edison is proposing to perform  extensive metering at a sample of the participant sites which will be representative of the whole set and will provide good savings estimates for the population of “chain” participants.  Each site is divided into sample groups i.e., office, sales floor, etc.   The metered data for each of these groups will be averaged and annualized.  The average annualized use will then be applied to all of the measures within each sample group for the entire population to arrive at the gross savings for the “chain” participants.

Parameter

Appendices H and  proposed J as they pertain to data collection methodologies for development of a net-to-gross ratio.  

Protocol Requirement 

Appendix H merely requires that an adjustment be made to the gross savings estimates “consistent with the protocols” in order to develop a net savings estimate.  Proposed Appendix J provides quality assurance guidelines for several measurement methodologies, including surveys  performed to gather information on free riders and spillover.

Waiver Clarification
Edison interprets the protocols for data collection in bidding programs as allowing the self report interview methodology.  The guidelines as described in proposed Appendix J will be followed to gather this data.

Rationale

Edison believes that its proposed method for estimating net savings by site is consistent with the Protocols.  However, because Appendix H is so vague, it seemed prudent to specifically state and gain approval for the method chosen.  It is not clear what other methods would be reasonable.  For that reason, Edison plans to use the self report interview methodology to collect the data to facilitate the development of a NTG ratio.

Filing Deadline Requirement

Table 1 identifies the filing deadline for all 1996 program year impact evaluation studies is March 1, 1998.  However, Section I C 7 states “Late filings of required reports such as the impact studies . . . will not be considered a legitimate basis for the denial of earnings if: (a) the lateness occurs only for a limited number of studies; and (b) the lateness does not jeopardize the verification process of non-utility parties in the AEAP.”  Edison is making this request for an extension of filing date for only two studies, in a situation in which utilities in the 1997 AEAP agreed to ORA’s request for an extended schedule for completing reviews of utility studies. 

Waiver Alternative

Extend the deadline for study completion to May 1, 1998.   Edison will file the impact and NTG report for this program as soon as possible, but not later than May 1, 1998.

Rationale

Many of Edison’s bidding projects were installed in the fourth quarter of 1996.  A number of these projects involved the installation of HVAC equipment and as such, required metering could not be accomplished until the 1997 cooling season.  That work has recently been completed and the participating energy service companies (ESCO’s) are beginning the analysis of the data.  Edison does not expect to receive the ESCO APSR’s  (Annual Power Savings Reports) until late January 1998.  If the initial submission is found by Edison’s measurement review agent to be inadequate, then the ESCO is asked to perform the necessary additional or revised work.  This can add over two months to the date for satisfactory completion.  The final results must then be combined with the net-to-gross analysis and summed with all sites to produce a final program report. 

Table A

Summary of Retroactive Waiver for Study 539

Impact Measurement Requirements - Table 1 and Appendices H and J 

Parameter
Protocol Requirements
Waiver Alternative 
Rationale

Gross energy impacts
Measurement at every site
Extensive measurement at a sample of chain sites
Lower cost, equal or better accuracy compared to less extensive measurement at all sites

Net energy impacts
Any protocol-approved method


A specific method:  survey of  customers regarding their decision process 
 Only or most feasible method

Filing deadline
March 1


May 1
Adequate time for summer monitoring followed by analysis; acceptable according to Protocols.







� The total load impacts are provided as additional information.  The reported impacts per designated unit are actually the same as the average load impacts per participant.


� Clearly a typo, should be 623,535 if the total is divided by the 132 participant projects.


� Listed NTG ratios are those identified as “standard” in the Table 6, versus “Custom, which entailed spending more time with open-ended questions.  Custom NTGs are always equal to or higher than the “standard” NTGs.  It is not clear how the summary net realization rates are computed – based on the standard or the custom NTGs, because of the aggregation involved.


� See Attachment A to this Review Memo, question #3 and response.


� The total load impacts are provided as additional information.  The reported impacts per designated unit are actually the same as the average load impacts per participant.


� Clearly a typo, should be 623,535 if the total is divided by the 132 participant projects.


� Listed NTG ratios are those identified as “standard” in the Table 6, versus “Custom, which entailed spending more time with open-ended questions.  Custom NTGs are always equal to or higher than the “standard” NTGs. It is not clear how the summary net realization rates are computed – based on the standard or the custom NTGs, because of the aggregation involved.
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