MEMO

To:                       
Don Schultz, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 8, 1998  

Subject:
Review Memo for SCG Study  # 705:  NRNC  Cooking End-Use

REVIEW SUMMARY

1. Utility:  Southern California Gas Company                        


Study ID: 705

Program and PY:  Non-Residential New Construction Program:  PY1995

End Use(s):  Cooking (Designated Unit = whole building)

2.  Utility Study Title:  “An Evaluation of Southern California Gas Company’s 1995 Commercial New Construction Program”

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

 Required by Table 8B: Yes.

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

Study Completion: January 1998 

Required Documentation Received:   Yes                    

Retroactive Waivers:   Retroactive Waiver approved on May 21, 1997 allowed the Company to (a) estimate gross load impacts using a simplified engineering model using 150 on-site visits; (b) establish the baseline for the program measures using self report methods from a survey of  700 telephone surveys; and (c) use 350 participants and 350 non-participants in a discrete choice model to estimate NTG.

5.  Reported Impact Results:

Average Annual Gross Load Impacts:.

Cooking: 639 Therms (639 Therms per designated unit; 0.58 realization rate).

Average Annual  Net Load Impacts:  

Cooking: 103 Therms (103 Therms per designated unit; 0.12 realization rate)

Net-to-gross ratios:  0.162.

7.  Review Findings:
(a) Conformity with Protocols:  The study is not completely in conformity with the protocols, as modified by the retroactive waiver, because it has the wrong DU. 

(b) Acceptability of Study results: A Verification Report does not appear appropriate due to the limited earnings claim, but the accounting behind the claimed load impacts needs to be investigated.

Recommendations:  The recommendation is to accept the earnings claims as documented in this Study and laid out in Table ES-1 (214,837 net Therms)
, recognizing that this is the total for cooking, and that Attachment B asserts that all other measures in the PY95 program are “miscellaneous” and beyond the scope of this Review Memo (but are less than 1% total of the ex ante load impacts).

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. Apparently, regardless of the exact net load impacts finally determined, with a 12% net realization rate, this Study will result in a Company refund of previously claimed earnings.

REPORTED IMPACT RESULTS

Average Annual Gross Load Impacts:.

Cooking: 639 Therms (639 Therms per designated unit; 0.58 realization rate).

Average Annual  Net Load Impacts:  

Cooking: 103 Therms (103 Therms per designated unit; 0.12 realization rate)

Net-to-gross ratio:  0.162.

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

The Study estimated the load impacts from the cooking end-use, which represented 99% of the load impacts estimated for the program..  The basic approach was to estimate the gross load impacts of participants through a simplified engineering algorithm based on 150 site visits among participants.  The determination of gross load impacts in a new construction program depends heavily on the establishment of the correct baseline assumption used.  For this Study, CADMAC had approved a retroactive waiver to set the baseline using 700 phone surveys in conjunction with the on-site participant interviews.  The phone survey of the 700 new commercial establishments (350 participants and 350 nonparticipants) was also intended to be the basis of the discrete choice model used to estimate the NTG ratio.  The actual number of completed surveys was 86 participants and 117 nonparticipants (pp. 31-32).

Although the evaluators found more operating hours than assumed for the ex ante gross impacts and allowed some generous assumptions about operating practices (page 49), there was such a discrepancy in the baseline from that used to estimate the ex ante load impacts to that found to be most appropriate from the telephone surveys, the gross load impacts were only 58% of the ex ante estimates.  

The retroactive waiver allowed the NTG ratio to be calculated through a discrete choice analysis (DCA).  However, given the reduced respondent pool and the small number of installations of many measures, the results reported for the NTG came from the DCA  for only three measures – fryers, griddles, and ranges.  The NTG was 0.33 for these measures. Self-report measurement from the telephone and on-site surveys was used to establish the NTG ratio for the other five measures – none of which exceeded an NTG of 0.02.  The weighted average NTG ratio was 0.158 for the program measures.

Evaluation Issues:

Many compromises were necessary for the consultants to complete this Study.  Some were due to Company record keeping, but most were due to the instability of the population served by the program.  Survey respondents were difficult to contact, including having residential contact numbers, out of service phones, changes in personnel, inability of participants to recall participating, and nonparticipants whose meter records could not be reliably used to determine that they were newly constructed food-service establishments (pp. 31-32). The resulting small samples in turn can contribute to unreliable multi-step logit modeling.  In a sense, the evaluators struggled mightily to isolate a program impact, but found very little could be documented.  

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols:  This Study isn’t exactly in conformity with the retroactive waiver, in that the telephone survey never approached the sample sizes established in the waiver, and the resulting sample sizes did not support a discrete choice modeling effort as proposed for five of the eight principal program measures.

Reporting Protocols:  Table 7 is quite extensively filled out and documented.  Table 6 was missing the number of designated units, and the results reported are not based on the appropriate “whole building” DU.  Attachment B includes the revisions to Table 6 to clarify the number of measures (which was their DU).

RECOMMENDATION

The recommendation is to accept the earnings claims as documented in this Study and laid out in Table ES-1 (214,837 net Therms), recognizing that this is the total for the cooking end-use, and that Attachment B asserts that all other measures (1% of the earnings claim) in the PY95 program are “miscellaneous” and beyond the scope of this Review Memo.

ATTACHMENTS 

Attachment A:  

From:
Ken Keating [mailto:keatingk@email.msn.com]
Sent:
Saturday, July 11, 1998 2:05 PM

To:
James Green

Cc:
Don Schultz; Joshua Faulk

Subject:
SCG Data Request on Study 705

In reviewing this study on NRNC I have come across two issues to which I would ask you to respond:

1. Is the PY1995 Commercial New Construction Program a shared savings program, as it was for most other utilities, or was it a performance adder program?

2. I cannot reconcile the reported net load impacts reported in Table ES-1 of the Study with the Table 6 results or the 1996 1st earnings claim E-3 Table.  Table 6 does not identify the DU (Table 7 says :”whole building”) or the number of units.  No number from the text of the report or from Tables 6 or 7 allows me to get to a net load impact of 214k Therms.  As noted in the following draft footnote,  this appears to be a program tracking system issue.


 Table 6 does not provide a number of designated units.  The net load impacts claimed divided by the net 103 Therms per designated unit claimed in Table 6 implies a participant population of 2086 “whole buildings.” Table 1.1 in the Study shows 1,529 “contracts” and 1,702 “measures,” neither of which is close to the required number of designated units.  The options are to recreate the actual number of designated units from the available data, accept that the 214,837 represents the best estimate of the evaluation contractor of the actual net load impacts, or to apply the Study’s reported net realization rate of 0.12 to the original earnings claim.  Based on the Based on the 8/19/96 first earnings claim, Table E-3 (revised) (where the number of DUs is 1,582 for all end uses), at 0.12 times the net load impact claimed, the evaluated load impacts would be 187,645 Therms, with gas A/C being a negative 50,768 on top of that.  [A data request will be sent to the Company].

This is even evident between the gross   estimates presented in Table ES-1 and those shown in Table 1-1 on page 6.

Can you tell us how many “whole building” designated units the results in Table 6 are applicable to or otherwise show us the connection between the Table 6 net results and those reported in Table ES-1? 

Attachment B:

From:  Green, James - TP2JEG [SMTP:jgreen@pacent.com]

Sent:  Monday, July 20, 1998 11:13 AM

To:  Ken Keating

Cc:  Crundall, Martin - TPMHC

Subject:  RE: SCG Data Request on Study 705
<<File: ITEM6.XLS>>Here is the response from the folks at Planergy (Jay Zarnikau and Mary Sutter):

*********

Planergy inadvertently failed to include a part of Table 6 in its report.

This missing table is attached.  It shows the number of designated units of

measure (DUOMS) needed in order to interpret our results.  The program

population number in Item No. 6 multiplied by the net therms per unit (Item

No. 2b in Table 6) does provide the net savings for the program shown in

Table ES.1.  Our apologies for this oversight.

A second part of Ken's question referred to the values in Table 1.1 of the

final report.  In this table, the column labeled "Actual Number of Measures"

is not the number of pieces of equipment.  It is the number of records in

the participant group measure-level dataset (shown in Protocol Table 7:

Diagram of Data Attrition Process). If you then sum the total number of

pieces of equipment in the 1,653 records, the total is 2,082 (the program

population shown in Item No. 6 of Protocol Table 6).  To clear up any

confusion, we could change the label in Table 1.1 from "Actual Number of

Measures" to "Number of Records."  Alternatively, we could change the

cooking number from 1,653 to 2,082. 

Note that Protocol Table 6 prepared by the evaluation project team only

covers cooking-related measures.  Since boilers and gas air conditioning

were deemed to be miscellaneous measures, they were not included in the

Protocol Tables that our evaluation project team prepared.

The project evaluation team agrees that there is a discrepancy between the

1996 1st Earnings Claim E-3 Table and some of the numbers used in the impact

evaluation.  Unfortunately, the evaluation project team was never able to

fully reconcile these numbers.

 <<ITEM6.XLS>> 

*******

Protocol Table 6 (Item 6)






Results of Impact Measurement Study
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Number Installed




Measure
Unit of Measure
Participant Group*
Program Population
Comparison Group**


Cooking
Equipment
                 891 
            2,082 
                    757 


Total

                 891 
            2,082 
                    757 


*From on-site audits






**From telephone surveys - number of non-rebated equipment




















� Table 6 did not provide a number of designated units.  The net load impacts claimed divided by the net 103 Therms per designated unit claimed in Table 6 implies a participant population of 2086 “whole buildings.” Table 1.1 in the Study shows 1,529 “contracts” and 1,702 “measures,” neither of which is close to the required number of designated units.  The options are to recreate the actual number of designated units from the available data, accept that the 214,837 represents the best estimate of the evaluation contractor of the actual net load impacts, or to apply the Study’s reported net realization rate of 0.12 to the original earnings claim. Based on the 8/19/96 first earnings claim, Table E-3 (revised) (where the number of DUs is 1,582 for all end uses), at 0.12 times the net load impact claimed, the evaluated load impacts would be 187,645 Therms, with gas A/C being a negative 50,768 on top of that. The data request in Attachment A was responded to in Attachment B, but not all discrepancies could be explained.
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