MEMO

To:                       
Scott Logan, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 21, 1999 

Subject:
Review Memo for SDG&E Study  # 1016:  IEEI  Process and HVAC: Fuel Substitution Pilot

REVIEW SUMMARY

1. Utility:  San Diego Gas and Electric                        


Study ID: 1016

Program and PY:  Fuel Substitution Pilot:  PY1997

End Use(s): Process and HVAC

2.  Utility Study Title:  “1997 Fuel Substitution Program:  First Year Load Impact Evaluation: Final Report”

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

 Required by Table 8A: Yes.

4. Applicable Protocols: Tables 5, 6, 7, and C-12

Study Completion:  February 1999 
Required Documentation Received:   Yes                    

Retroactive Waivers:   None

5.  Reported Impact Results:

Average Annual Gross Load Impacts: 

Process: Peak:  74.94 kW (74.94 kW per designated unit
; 0.886 realization rate)  Energy: 316,630 kWh (316,630 kWh per designated unit; 0.93 realization rate)  Therms: - 9,500 Therms (-9,500 Therms per designated unit; 0.63 realization rate
).

HVAC: Peak: 90.8 kW (90.8 kW per designated unit; 0.163 realization rate)  Energy: 1,812,631 kWh (1,812,631 kWh per designated unit; 2.234 realization rate) Therms: -72,763 Therms (-72,763 Therms per designated unit; 2.238 realization rate
).

Average Annual  Net Load Impacts: 
Process: Peak: 52.33 kW (52.33 kW per designated unit; 0..76 realization rate)  Energy: 214,387 kWh (214,387 kWh per designated unit; 0.76 realization rate) Therms: -6,424 Therms (-6,424 Therms per designated unit; 0.514 realization rate
).

HVAC: Peak: 11.76 kW (11.76 kW per designated unit; 0.1344 realization rate)  Energy: 721,135 kWh (731,135 kWh per designated unit; 1.732 realization rate)  Therms: -28,948 Therms (-28,938 Therms per designated unit; 1.735 realization rate
).

Net-to-gross ratios:  Process: 
0.70 for peak 
0.68 for energy
0.68 for Therms.

    HVAC:
0.42 for peak
0.42 for energy
0.42 for Therms

7.  Review Findings:
(a) Conformity with Protocols:  The study appears to be in excellent conformity with the protocols. 

(b) Acceptability of Study results: This study seems to be exceptionally well done.

Recommendations:   The load impacts claimed in Table(s) 6 should be accepted. 

OVERVIEW

The Fuel Substitution Pilot 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 $377,000 dollars in shareholder incentives are at stake in this load impact study. 
REPORTED IMPACT RESULTS:
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; 0.886 realization rate)  Energy: 316,630 kWh (316,630 kWh per designated unit; 0.93 realization rate)  

Therms: - 9,500 Therms  (-9,500 Therms per designated unit; 0.63 realization rate
).

HVAC: Peak: 90.8 kW (90.8 kW per designated unit; 0.163 realization rate)  Energy: 1,812,631 kWh (1,812,631 kWh per designated unit; 2.234 realization rate) 
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Net-to-gross ratios:  Process: 0.70 for peak 
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0.68 for Therms.

    
HVAC: 0.42 for peak
0.42 for energy
0.42 for Therms
ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

Process.  The gross load impacts were determined by performing on-site visits with engineering methods and “verified” inputs.  Three sites were visited out of the six in the participant population, and they represented about 75% of the ex ante estimated kWh load impacts for the entire population of six sites.

The NTG ratio was determined by the default methodology prescribed by Protocol Table C-12, based on the expected payback from the installation of the measures.  Overall, the ex post NTG ratio was substantially less than the ex ante NTG ratio.

HVAC.  The gross load impact estimation was done on all measures at the one participant site that was in the HVAC portion of the program.

The NTG was based on the default methodology prescribed by Table C-12, based on the estimated payback from the measures.  It appeared that the ex ante estimate of the NTG was 0.75, because the ex post estimate calculated to be 0.42 did not lower the net load impacts by 58%, although the text didn’t reflect an ex ante NTG estimate.

EVALUATION ISSUES:   This study appears to adhere rigorously to the Protocols, and reflects independent and careful judgement about the actual load impacts of the program.  In particular, in the case of the waste processing concentrator (project 49834), the researchers correctly ignore the doubling of treatment capacity in the ex post situation, but include the benefits to the facility of no longer having to pay for the cartage of the excess waste that the ex ante system could not handle when calculating the payback period (essential to the default estimation of the NTG ratio).  This results in an appropriately low NTG, because there were substantial non-energy benefits to the facility owner in switching evaporation fuels/systems.

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols.  The study  is in excellent conformity to the Protocols of Table C-12 and Table 5.

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

Summary Recommendation:

The recommendation is to accept the load impacts documented in the Study and claimed in Table(s) 6.

� Designated unit is “per group of related measures or per project” in accordance Protocol Table C-12, so the average load impacts are the same as the per unit impacts.


� As correctly pointed out in the Study (page 3-3), Therm realization rates of less than 1.00 are very positive, in that the projects that were assumed ex ante to result in increased gas usage (by the nature of the program) actually consumed less gas than expected.  This should contribute to increased net resource benefits that are assumed to be incorporated into the Company’s second earnings claims, because the second claims ($377k) are higher than the first ($277k), and most electrical impacts were lower than ex ante expectations.


� In this case, the very positive looking realization rate actually means that the gas consumed to replace the electric loads was more than twice the increase expected in the ex ante estimates.


� Basically what this realization rate is saying is that after the consideration of the NTG, the increase in gas consumption due to program participation was even less than the total increase in gas consumption -– in this case, some of the increase was going to happen even in the absence of the program.


� Here the increase in gas consumption estimated in the gross load impacts is reduced dramatically, because with the short payback period for the measures, some of the gas de-humidifiers would have been installed even without the program.
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