MEMO

To:                       
Scott Logan, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 20, 1999  

Subject:
Review Memo for SCE Study  # 566:  Non-Residential DSM Bidding

REVIEW SUMMARY

1. Utility:  Southern California Edison                        


Study ID: 566

Program and PY:  Commercial and Industrial Energy Efficiency Incentives Program: PY1997

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

2.  Utility Study Title:  “Evaluation of the Southern California Edison 1997 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:  March 1, 1999 
Required Documentation Received:   Yes                    

Retroactive Waivers:   None

5.  Reported Impact Results;

Total Annual Gross Load Impacts
:  

All measures combined:  Peak: 5,580 kW (214.6 kW per designated unit;  0.984 realization rate). Energy: 21,730,312 kWh (835,781.2 kWh per designated unit;  1.002 realization rate).

Total Annual  Net Load Impacts:

All measures combined:  Peak: 3,004  kW (115.5 kW per designated unit; no net realization rate provided
).  Energy:  13,112,843 kWh (504,340 kWh per designated unit;  no net realization rate provided) 

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

0.259 for peak comm’l HVAC

.
 0.600 for kWh comm’l lighting

0.322 for kWh comm’l HVAC




 N/a  for peak ind’l lighting

0.833 for kWh ind’l lighting




1.00 for kWh ind’l HVAC


0.808 for peak ind’l process






0.808 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, but the Protocols do not appear to directly address the situation.

(b)  Acceptability of Study results: The reported NTG results appear reasonable; there is no information provided on the gross load impacts

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. In the case of the CEEI, of the net benefits in the Company’s first earnings claim, $552,000 were based on the projected load impacts from this commercial DSM bidding pilot.

REPORTED IMPACT RESULTS:

Total Annual Gross Load Impacts
:  

All measures combined:  Peak: 5,580 kW (214.6 kW per designated unit;  0.984 realization rate). Energy: 21,730,312 kWh (835,781.2 kWh per designated unit;  1.002 realization rate).

Total Annual  Net Load Impacts:

All measures combined:  Peak: 3,004  kW (115.5 kW per designated unit; no net realization rate provided
).  Energy:  13,112,843 kWh (504,340 kWh per designated unit;  no net realization rate provided) 

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

0.259 for peak comm’l HVAC

.
0.600 for kWh comm’l lighting


0.322 for kWh comm’l HVAC




N/a  for peak ind’l lighting



1.0 0.833 for kWh ind’l lighting

2.0 for kWh ind’l HVAC



3.0 0.808 for peak ind’l process



0.808 for kWh ind’l process

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

This is a very anomalous study in terms of the Protocol requirements.  The gross load impact estimates are apparently based on the ex post tracking system estimates, which were produced using contractual verification protocols.  Last year the gross load impacts were documented in the load impact study.  This year they appear to be assumed to have been verified in the first earnings claim, although there is no discussion in this study of the logic of the exclusion of gross impacts.  This Study uses 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.  It isn’t clear, however, that the Company considered it necessary to do a study, although they filed one last year and filed one this year:  “While technically the requirements of the Protocols and Procedures…and Shareholder Earnings from Demand-Side Management Programs (Protocols) with respect to the estimation of net impacts do not apply to performance contracts, Edison has chosen to comply, to the extent feasible, with the methods and reporting requirements contained in the Protocols.”  (Page 1).  This review memo, therefore covers only the NTG portion of the load impact study, and even that seems to be voluntarily submitted.

The NTG analysis includes a detailed appendix on the authors’ customized NTG approach for all cases.

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.  The evaluators based the custom NTG on further analysis of the interviews done for the “standard” NTG and review of the project files, as opposed to re-interviewing all the respondents. The single set of interviews covered all 16 decisionmakers who were responsible for the 26 PY97 bidding projects, including all 51 associated measures. The “custom” analysis resulted in higher NTG ratios for most measures, and the overall change was to increase the net benefits of the program slightly.  

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 as described in the site-specific custom analyses in Appendix C.

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols:  The study is generally in conformity with general standards for measuring bidding programs, but the Protocols do not appear to directly address the situation.
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 on the NTG approach.

Summary Recommendation:

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

. 







� 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.  In addition, although the gross load impacts are reported in Table 6, they were not addressed in this study, and no supporting evidence for the gross impacts was presented.  As a bidding program, the gross load impacts are assumed to be those reported in the tracking system, which are in turn based on verification protocols.


� Presumably this is due to the lack of an ex ante NTG, which might be assumed to be 1.0.  Given that the gross realization rates approximate 1.0, the net realization rate could be estimated by weighting the commercial and industrial figures reported in Table 6 , and using the result to approximate a net realization rate (1.0 * xx.xx/1.0).


� Although both standard and “custom” NTG are reported in Table 6, because the authors clearly preferred the reported “custom” results, those are the ratios replicated here.


� 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.  In addition, although the gross load impacts are reported in Table 6, they were not addressed in this study, and no supporting evidence for the gross impacts was presented.  As a bidding program, the gross load impacts are assumed to be those reported in the tracking system, which are in turn based on verification protocols.


� Presumably this is due to the lack of an ex ante NTG, which might be assumed to be 1.0.  Given that the gross realization rates approximate 1.0, the net realization rate could be estimated by weighting the commercial and industrial figures reported in Table 6 , and using the result to approximate a net realization rate (1.0 * xx.xx/1.0).


� Although both standard and “custom” NTG are reported in Table 6, because the authors clearly preferred the reported “custom” results, those are the ratios replicated here.
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