MEMO

To:                       
Don Schultz, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 7, 1998  

Subject:
Review Memo for SCG Study  # 712:  CEMS -- Space and Water heating, cooking End-Uses

REVIEW SUMMARY

1. Utility:  Southern California Gas Company                        


Study ID: 712

Program and PY:  Commercial Energy Management Services Program:  PY1996

End Use(s):  space heating, water heating, and cooking

2.  Utility Study Title:  “First Year Load Impact Study of Southern California Gas Company’s 1996 Commercial Energy Management Services Program”

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

 Required by Table 8B: Yes.

4. Applicable Protocols: Tables 5, 6, 7, and C-11

Study Completion:  February 1998 
Required Documentation Received:   Yes                    

Retroactive Waivers:   None

5.  Reported Impact Results:

Average Annual Gross Load Impacts:.

Per Participant:  Not calculated.

Average Annual  Net Load Impacts:  

Per participant:  127 Therms (127 Therms per DU; 0.211 realization rate ).

Net-to-gross ratios:  Not calculated or presented..

7.  Review Findings:
(a) Conformity with Protocols:  The study is in generally in conformity with the protocols. The exceptions include the lack of reported NTG ratios and gross load impacts in Table 6.

(b) Acceptability of Study results: Nevertheless, the Study does approximate the net load impacts in a sufficiently defensible way as to be a good effort to provide a professional ex post load impact evaluation.

Recommendations:  Accept the Study as fulfilling the ex post measurement requirements for a Performance Adder program.

OVERVIEW

The Commercial Energy Management Services Program is a Performance Adder program for purposes of shareholder incentives.  As such, the actual ex post evaluation results from the first year load impact study do not influence the shareholder incentives.  Load impact studies of Performance Adder programs are required to meet defensible standards of impact evaluations and conform to the applicable Protocol Tables.  This Study does that.

REPORTED IMPACT RESULTS

Average Annual Gross Load Impacts:.

Per Participant:  Not calculated.

Average Annual  Net Load Impacts:  

Per participant:  127 Therms (127 Therms per DU; 0.211 realization rate ).

Net-to-gross ratios:  Not calculated or presented..

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

The Study estimated the net load impacts for all measures combined as permitted in Table C-11.  The basic approach was to estimate net load impacts directly by combining participants and nonparticipants in a Conditional Demand Analysis approach (CDA).  The analysis data set consisted of 401 participants and 190 nonparticipants with both survey responses and billing data.   

The sophistication of the modeling and corrections for auto-correlation and heteroscedasticity were comparable to some of the better load impact studies filed for shared savings shareholder incentives. 

Evaluation Issues:

This Study  makes some compromises to get a statistically significant load impact from a difficult research situation.  One of the problems is that the Company selected the 16,000 large customers who got audits (all but 200 of them core customers), so that there really wasn’t a sample of nonparticipants left who exhibited comparable consumption characteristics.  Another problem was that the appliance holdings varied so much that the researchers ended up using an assumed “average” appliance holding for all participants.   The analysis itself might provide a lot more secrets if forced to undergo a Verification Report.  Certainly, without the controls of the fairly complex CDA model, the gross load impacts for participants who took action are counter-intuitively lower than for all participants audited (p. 2), and the uncontrolled “difference of differences” indicate that the net load impacts would be negative for those who were included in the CDA (p. 2), despite the fact that the nonparticipants used only half the gas of the participants to begin with.  Without such an unnecessary Verification Report for this Performance Adder program study, the reported results appear to a defensible outcome of an extensive evaluation.  

The lesson for the Company from the evaluation should be clear – the ex ante estimates of expected load impacts are much too high.

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols:  This Study appears to be in conformity with the Table 5 and Table C-11.

Reporting Protocols:  Table 6 is not fully provided.  Table 7 doesn’t capture the purpose of the Table, which is to capsulize in one location, the key elements of the Study.  Instead, the Table continually references various pages in the text of the report itself for the relevant answers.

RECOMMENDATION

The recommendation is to accept the Study as an adequate ex post load impact study for this Performance Adder program..  

� The pooled sample approach to the CDA resulted in a load impact estimate that was net of nonparticipant actions.  No gross load impacts were presented in Table 6, but they appear to be 140 Therms in Table 2 of the text.  This would, in turn, imply a NTG of 0.91, which is not reported in Table 6 either.
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