MEMO

To:                       
Don Schultz, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 8, 1998  

Subject:
Review Memo for SDG&E Study  # 1004:  NRNC

REVIEW SUMMARY

1. Utility:  San Diego Gas and Electric                        


Study ID: 1004

Program and PY:  Non Residential New Construction Program:  PY1996

End Use(s):  Whole Building

2.  Utility Study Title:  “1996 Nonresidential New Construction Program:  First Year Load Impact Evaluation”

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

 Required by Table 8A: Yes.

4. Applicable Protocols: Tables 5, 6, 7, and C-8

Study Completion:  February 25, 1998 
Required Documentation Received:   Yes                    

Retroactive Waivers:   Waiver approved on August 20, 1997 permitted the combining of the samples from PY95 and PY96 for purposes of the PY96 earnings claim.

5.  Reported Impact Results
:

Total Annual Gross Load Impacts:  

Whole Building:  Peak:  14,076 kW (48.71 kW per designated unit; 1.298 realization rate).  Energy: 80,758,000 kWh (279,438 kWh per designated unit; 1.17 realization rate).

Total Annual  Net Load Impacts: 
Whole Building:  Peak:  9,083 kW (31.43 kW per designated unit;  1.00 realization rate).  Energy:  55,297,000 kWh (191,339 kWh per designated unit;  0.98 realization rate).

Net-to-gross ratios:  
Peak: 
0.645

Energy: 
0.685.

7.  Review Findings:
(a) Conformity with Protocols:  The study is apparently in conformity with the protocols, as modified by the retroactive waiver.. 

(b) Acceptability of Study results: This very important study clearly needs a Verification Report, because issues buried in the analysis could lead to substantial changes to the kW and kWh impacts.
Recommendations:   Pending any problems uncovered by the Verification Report, the load impacts reported in Table 6 should be accepted.

OVERVIEW

The Non-Residential New Construction Program is a shared savings program for purposes of shareholder incentives.  As such, the actual ex post evaluation results from the first year load impact study are important to the calculation of that shareholder incentive. Approximately $10.5 million dollars in shareholder incentives are at stake in this load impact study.  Study results, therefore, will be carefully reviewed through a Review Memo and replicated  with a Verification Report.
REPORTED IMPACT RESULTS:

Total Annual Gross Load Impacts:  

Whole Building:  Peak:  14,076 kW (48.71 kW per designated unit; 1.298 realization rate).  Energy: 80,758,000 kWh (279,438 kWh per designated unit; 1.17 realization rate).

Total Annual  Net Load Impacts: 
Whole Building:  Peak:  9,083 kW (31.43 kW per designated unit;  1.00 realization rate).  Energy:  55,297,000 kWh (191,339 kWh per designated unit;  0.98 realization rate).

Net-to-gross ratios:  
Peak: 
 
0.645

Energy: 
0.685.

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

The gross load impacts were modeled based on the as-found as-operated conditions of participant buildings as compared to modeled to Title 24 base conditions.  The modeled results were regressed against billing data for the buildings in an SAE regression model (Load Impact Regression Model or LIRM).  There were a total of 661 sites visited to create engineering priors over the two years of the program covered (see retroactive waiver for approval to combine samples from PY95 and PY96).  Of these, 585 were used in the SAE modeling (346 participants).

 Estimates of net load impacts were calculated two ways.  The first was to examine the similarly modeled results from matched nonparticipant buildings and infer from a “difference of differences” approach that the program induced load impacts were equivalent to the long term expected differences between the participants’ and nonparticipants’ buildings.  This does not isolate or measure self-selection effects of participation or any spillover from the program on the construction practices of the nonparticipants.  The second approach to estimating the net load impacts used was to use a Double Mills Ratio correction for self-selection bias and constructed variables that were considered important to the decision process of builders.  This second approach, called efficiency decision modeling, requires survey data from both participant and nonparticipant decisionmakers.  The researchers only obtained survey responses for variables needed in the decision model from 132 1996 participants and 62 nonparticipants.  The researchers imputed responses to non-respondents based on the means of the strata they were assigned to.  The results from the “difference of differences” approach and the efficiency decision modeling were very close, with the decision models producing slightly lower net-to-gross ratios. (Neither method explicitly accounts for spillover effects.)  The Company selected the efficiency choice modeling approach to determine earnings claim.  

EVALUATION ISSUES:  

The Study appears to be exceptionally well explained, with alternative methods and models discussed and examined.  The similarity of NTG results from the two approaches indicates that the specific modeling choices made were not the driving force of the claimed load impacts.  In fact, the adjusted gross load impacts, whose validity can’t be judged in a Review Memo, are the key reason that the program performed as well as represented, given a low 65% NTG ratio. 

The only evident source of problem is the claim in Table 7 that the results were not sensitive to imputing the mean value to non-respondents to the decision-maker survey (Table 7.D.11).  While this may not have changed the results much, it could be seen as an artificial way of improving the precision of the results, which can be important for some decisions.  Since no decision rules relating to the precision of the estimate applied to this study, there was no impact.

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols.  The study  is in conformity to the Protocols of  C-8 and Table 5, as modified by the retroactive waiver.

Tables 6 and 7 Reporting Protocols.  Tables 6 and 7 appear to be appropriately filled out and documented.

Summary Recommendation:

Unless the Verification Report finds problems that are not evident in this Review Memo, the recommendation is to accept the results as reported in Table 6 of this Study.

� SDG&E reports both the total load impacts plus the per building impacts, which is the DU for NRNC.  In order to make use of the maximum information, both totals and per unit results are presented here.
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