MEMO

To:                       
Don Schultz, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 18, 1998  

Subject:
Review Memo for SCG Study  # 711:  CEEI  Cooking End-Use

REVIEW SUMMARY

1. Utility:  Southern California Gas Company                        


Study ID: 711

Program and PY:  Commercial Energy Efficiency Incentives Program:  PY1996

End Use(s):  Cooking

2.  Utility Study Title:  “Program Year 1996 Commercial Energy Efficiency Incentive Program”

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

 Required by Table 8B: Yes.

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

Study Completion:  February 28, 1998 
Required Documentation Received:   Yes                    

Retroactive Waivers:   None

5.  Reported Impact Results:

Average Annual Gross Load Impacts:.

Cooking: -138 therms (-201 therms per designated unit; -0.20 realization rate
).

Average Annual  Net Load Impacts:  

Cooking: 546 therms (793 therms per designated unit; 1.06 realization rate)

Net-to-gross ratios:  -3.95.

7.  Review Findings:
(a) Conformity with Protocols:  The study is generally in conformity with the protocols. 

(b) Acceptability of Study results: This study clearly could benefit from a Verification Report.

Recommendations:  Pending a Verification Report, the recommendation is to accept the earnings claims as documented in this Study and laid out in Table 6  (546,377 net therms)
.

OVERVIEW

The Commercial Energy Efficiency Incentives 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 60% of the shareholder incentives for the Gas Company are dependent on this CEEI study, or $1.138 million.  As noted in Attachments A and B, there are large discrepancies between the realization rate reported in Table 6 and the apparent total of load impacts documented in table 6 versus the E-3 Table from the first earnings claim.  Therefore a careful review of the data and methods will be important, and a Verification Report should be prepared.

REPORTED IMPACT RESULTS

Average Annual Gross Load Impacts:.

Cooking: -138 therms (-201 therms per designated unit; -0.20 realization rate
).

Average Annual  Net Load Impacts:  

Cooking: 546 therms (793 therms per designated unit; 1.06 realization rate)

Net-to-gross ratios:  -3.95.

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

The Study estimated the load impacts from the cooking end-use.  The basic approach was to estimate gross load impacts of both participants and nonparticipants through a Load Impact Regression Model (LIRM), and calculate the net load impacts through subtracting the observed changes in nonparticipants from those of the participants (“difference of differences”).  The analysis data set consisted of 347 participants and 478 matched nonparticipants as a comparison group.  Approximately 37 months of billing data were available on average.  The evaluators experimented with three models, an Ordinary Least Squares (OLS) and a “first difference” model are described in detail in Appendix I of the Study, but were dropped in favor of a 32-variable, non-linear model that produced the most conservative net load impacts.  

Despite the sophistication of the modeling, the gross load impacts were still negative for the participants, but after controlling for differences between the participants and the comparison group, including pre-program consumption differences, the net load impacts were positive.  The nonparticipants simply increased consumption more than did the participants over the same time period.

Evaluation Issues:

In addition to any issues that the verification report may find with the modeling decisions made, including inferred data points, this review notes several accounting issues that need to be dealt with.

1. The study authors assert in Table 7, page 7, Section C.1 that the sample was an attempted census of “all available program participants” and limited that census to those with phone numbers that could be obtained.”  In addition, the authors state that weighting was not used, because “the estimation model itself accounts for differences in business type and size.”  This poses a potential problem.  There were 1,375 cooking measures; there were 689 participants in the potential sample for the analysis (with phone numbers), and 347 participants were actually used in the analysis.  There was a net load impact estimated per participant in this sub-group.  Without mapping back to the universe of participants and measures, as the weighting might have provided, the load impacts by “business and size” as well as by locations with multiple measures, could have varied from the non-stratified, non-weighted sub-group to those not analyzed.  If the analytic technique provide results by cell (size by business) and different load impacts for multiple measures versus single measure accounts, then that information needs to be used to expand from the quasi-sample to the population.  The weighted realization rate may in fact be quite different.

2. This CEEI study includes only one end-use element – cooking.  No accounting is made in this study for non-cooking measures, nor is it apparent, or explicitly claimed, that they are “miscellaneous,” and therefore beyond the requirement of a load impact study.  Indirect evidence exists to suggest that the total of these measures is not less than 15% of the first earnings claim load impacts.   Nor is it clear that some of these measures (~409 from Figure B-3 of Table 7, page 5) are not HVAC, another designated end-use element in Table C-4. 

3. As noted in Attachments A through G to this Review Memo,  there is great uncertainty about the size and composition of the earnings claim related to this Study.  The designated unit for gas cooking is “load impacts per project.”  What appears to be the DU used in Table 6 is the “load impacts per customer installation, including all rebated equipment items together.” (footnote 1).  The Table itself calls this “Participant.”   There are 689 listed in the Table 6.  The net load impacts for each of these Participants (presumably for cooking only, versus all rebated measures) is 793 Therms.  This would result in a net load impact of 546,377 Therms.  Where are the non-cooking measures?  Is this the Company’s best estimate of DU?  What effect on the $1.138 million first earnings claim will this have, given that the first earnings claim, as found in the 8/24/97 E-3 Table for the cooking end-use only (1,010.39 Therms times the 1,733 participants  times the ex ante NTG of 0.75 or 1,313,254 Therms).  The earnings claim realization rate appears to be  0.416.

Beyond the econometric modeling, this Study presents several verification challenges, perhaps most of which are accounting issues.

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols:  This Study appears to be in conformity with the protocol Table 5, but it isn’t clear that all end-use elements in Table C-4 that apply were addressed in the study, i.e., HVAC measures.

Reporting Protocols:  Table 7 is quite extensively filled out and documented.  Table 6 appears to be properly filled out, but the results may only represent a part of the program.

RECOMMENDATION

Pending the result of the Verification Report, the recommendation is to only accept the earnings claims as documented in this Study and laid out in Table 6 (546,377 net therms)
.

ATTACHMENTS 

Attachment A:  

To:

Martin Crundall, SCG

Re:

Data Request on Study 711  (April 14, 1998)

Could you please clarify what your second earnings claim is for CEEI Cooking?  Is your claim, in fact for 546,377 net therms?  That is the result of multiplying the 689 participants in Tables 6 and 7 by the 793 net therms per cooking participant.  

It appears that the Study Table 6 uses a realization rate for DUOMs of 1.06, based on the net ex ante estimates of the participants in the sample (793/749 therms), but the net therm load impact realization rate, based on total earnings claim is only 0.31 – 546,377 divided by (749 times the 1,733 participants in the 8/24/97 E-3 Table).  Therefore the number of DUOMs changed fairly dramatically.  Are there new E-3 Tables that replace those from 8/24/97?

Attachment B:

To:   
Martin Crundall, SCG

Date:  
5/13/98

This is a third request for this information.  It appears that the net realization rate is really 0.31 of the first earnings claim.  Even though, for the sample of cases in the study, the DU realization rate was 1.06, the number of DU indicated in the Study for the program is significantly lower than the first earnings claim.  In my third read through of the Tables, I see an alternative number of cooking participants -- page 5 of Table 7 shows 965 valid cooking measures (versus 689 in Table 6 for number of participants), and 238 valid "other" measures, whose load impacts were not studied(?).  Multiplying 793 therms by 965= 765,245 therms (or 59% net realization rate).  

Attachment C

----------

From: 
Ken Keating[SMTP:keatingk@email.msn.com]

Sent: 
Wednesday, April 29, 1998 5:03 PM

To: 
James Green; Martin Crundall

Cc: 
Joshua Faulk

Subject: 
FW: Data Request on Study 711

Any luck on this data request yet?

-----Original Message-----

From:
Ken Keating [mailto:keatingk@email.msn.com]
Sent:
Tuesday, April 14, 1998 6:22 PM

To:
Martin Crundall

Cc:
'Schultzdk@Msn.Com'; Joshua Faulk; James Green

Subject:
Data Request on Study 711

Attachment D:

From:  Ken Keating [SMTP:keatingk@email.msn.com]

Sent:  Tuesday, July 14, 1998 6:06 PM

To:  Green, James - TP2JEG

Cc:  Joshua Faulk; Alec Josephson; Pozdena

Subject:  RE: SCG Data Request on Study 705
Thanks for the response.  I won’t be sending any more data requests as we are getting late in the process.  However, I must ask you to respond (or not) to the requests on Studies 705 (PCS) and 711 (Parti) by next Monday, July 20th.  Time is running out to be able to incorporate the responses.

-----Original Message-----

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

Sent:
Monday, July 13, 1998 11:03 AM

To:
Ken Keating

Subject:
RE: SCG Data Request on Study 705

Ken,

I've forwarded your data request to the study authors for further

clarification.  I can answer the easy one - the PY95 CNC program was shared

savings.

Thanks

 -Jim Green

Attachment E

From:  Ken Keating [SMTP:keatingk@email.msn.com]

Sent:  Tuesday, July 21, 1998 1:54 PM

To:  Green, James - TP2JEG

Subject:  RE: Data Request on Study 711
Cynthia Parti called again to say that she couldn’t get it done until tomorrow.  I can’t see why I wouldn’t be able to use it on Thursday if it were here, since Don is at the CBEE today and tomorrow.

-----Original Message-----

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

Sent:
Tuesday, July 21, 1998 12:48 PM

To:
keating, ken

Cc:
Spasaro, Frank - TPFAS; Velasquez, Joe - TPJSV; Crundall, Martin - TPMHC

Subject:
Data Request on Study 711

Ken,

Sorry for the delay, but there's still no response from Parti, et al., on

the CER Load Impact Study.  We here at SoCalGas are beginning to wonder what

our options are at this stage.   I wonder if you might have any comments.

Thanks

 -Jim Green

Appendix F

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

Sent:  Monday, July 27, 1998 10:02 AM

To:  keating, ken

Cc:  Crundall, Martin - TPMHC

Subject:  FW: Memo Progress, Study #711
Ken,

Just wanted to let you know what the status of the response from the Parti

camp is.  I hope this falls into the category better late than never.  If

not, let me know what alternatives we might consider.

Thanks

 -Jim Green

 ----------

From: parti@inetworld.net

To: Green, James - TP2JEG

Cc: jegreen@earthlink.net

Subject: Memo Progress

Date: Monday, July 27, 1998 9:17AM

Jim-

I did not get a chance to work on the memo from Friday noon through this

morning, but I'm working on it now and will send it to you at some point

during the day.  I'm working at our home office (619)755-6113.

We're switching our e-mail address this month.  We're dropping the inetworld

address soon.  Do you have our other address?  It is mparti1@san.rr.com.

Cindy

Appendix G

----------

From:  Green, James - TP2JEG [SMTP:JGreen@socalgas.com]

Sent:  Tuesday, August 11, 1998 1:14 PM

To:  'Ken Keating'

Cc:  Crundall, Martin - TPMHC

Subject:  Data Request for Study #711
<<File: NetRR1.doc>>Ken,

Attached is a progress memo from Cynthia Parti of Applied Econometrics on

the reanalysis being done of the data set from Study #711.  SoCalGas will be

filing new e-tables to reflect these corrections.

Thanks for your patience on this.

Jim Green

 <<NetRR1.doc>> 

To:

James E. Green, SoCalGas

From:

Cynthia B. Parti, Applied Econometrics

Date:

Friday, August 07, 1998

Subject:
Total Net Realization Rate Calculation - Progress Memo

Dear Jim,

I anticipate that next week we will have finished with the revised calculation of the total net realization rate for the 1996 CER Cooking program.  This memo shows the plan we have been following and the progress we have made.

The net realization rate will express the ratio between the ex-ante total net therms and the ex-post total net therms.  We expect it to look like the following:  


[image: image1.wmf]
The ex-ante total net therms are derived from the data used to support a revised E-Table filing.  The current (8/97) E-3 Table shows the "Net Therm Savings" to be 1,361,125 therms.  The revised E-3 Table is expected to show 1,199,600 therms.  (Martin Crundall had found and corrected an error in the statement which selects records from the tracking data base for inclusion in the savings total;  he is currently reviewing the tracking data, and after his review SCG will be able to make the new total official.)  Each cooking program rebate is associated in the tracking data base with an engineering-type estimate (based on SCG's CookCalc software) of the gross annual therm savings which that program accomplishment is likely to yield.  The "Net Therm Savings" which appears in Table E-3 is the sum of the gross therm savings estimates for all rebated accomplishments, multiplied by the currently-used net-to-gross ratio (0.75).

The ex-post total net therm estimate is based on the results of Study #711, an econometric analysis of the gas-consumption behavior of participants and non-participants in the 1996 cooking program.  The unit of study is the participant kitchen, including all program measures installed at that site.  Using the difference-of-differences approach suggested in the Protocols, the Study #711 analysis team estimated directly that the net therm savings for participants in the 1996 cooking program is 793 therms per year per participant.  We had estimated also, based on a June '97  tracking data base selection, that the total number of participants was 689.  The total net therm estimate presented by Study #711, therefore, was:



[image: image2.wmf]. 

It appears that the June '97 tracking data base selection does not, however, include 100% of the 1996 rebated cooking measures, and our present task has been to compare that data set with SCG's  "best and final" presentation of program accomplishments, in order to propose a suitable adjustment factor for the number of participant locations.  This comparison is currently under way and nearing completion at DSRA.  Chuck Hubay's preliminary report is that the June '97 data set accounts for only 83% of the 1996 total MBtuh.  Our preliminary revised estimate of the total net therm savings is that the number of participant kitchens, and therefore the total net therm savings, is probably about 17% higher than our original estimate.  The rounded 630,000 figure which appears above in the denominator of the realization ratio represents an increase of 15.3%.

We believe that we can wrap this project up by the end of next week.  DSRA's comparison of the June '97 with the "best and final" data set should be finished by then, and, beyond that, we are waiting only for SCG's official stamp of approval on the "best and final."

� Realization rates and NTG are negative because the first year gross load impacts were negative, that is, the participants increased consumption.


� Comparing this net result to the net result in the E-3 Table filed 8/24/97, we note that the net realization rate per DU is about 1.05 for the units in the study, but that the number of units in the Study (reported 1996 cooking measure projects) is far fewer than in the E-3 Table (689 participants and 965 measures versus 1,733).  The proper DU is “per project,” (Protocol Table C-4). The net realization rate, based on the total load impacts Table 6 divided by those in the first earnings claim in the E-3 Table is actually quite small,  0.31. A DATA REQUEST WAS SENT on April 14th seeking an explanation of what their claim actually is for.  As of August 7th, there is no resolution to this issue. See exchanges in Appendices.


� Realization rates and NTG are negative because the first year gross load impacts were negative, that is, the participants increased consumption.


� Comparing this net result to the net result in the E-3 Table filed 8/24/97, we note that the net realization rate per DU is about 1.05 for the units in the study, but that the number of units in the Study (reported 1996 cooking measure projects) is far fewer than in the E-3 Table (689 participants and 965 measures versus 1,733).  The proper DU is “per project,” (Protocol Table C-4). The net realization rate, based on the total load impacts Table 6 divided by those in the first earnings claim in the E-3 Table is actually quite small,  0.31   A DATA REQUEST WAS SENT on April 14th seeking an explanation of what their claim actually is for.  As of August 7th, there is no resolution to this issue.  See exchanges in Appendices.
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