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SCG - Study No. 720
1996 Commercial Energy Efficiency Incentives Program Retention Study
Introduction and Executive Summary

This is a Verification Report (“VR”) of Southern California Gas Company’s (“SCG”) retention study for energy efficiency measures for which rebates were paid in the 1996 program year (“PY96”) under SCG’s Commercial Energy Efficiency Incentives (“CEEI”) Program.  This study was performed by ASW Engineering Management Consultants and Megdal and Associates.

This VR is presented in five sections.  The first section contains an introduction and the executive summary of the findings, along with the recommendations to the Office of Ratepayers Advocates (“ORA”).  The second section discusses the data and documentation supplied by SCG to support the study.  The third section details ECONorthwest’s replication and assessment of the analytical procedures used in the study.  The fourth section reports recommended modifications to the dataflow and analytical procedures used in the study.  The final section presents the recommended changes to the filed effective useful life (“EUL”) calculations for each measure studied.  The effective useful life of a measure is defined as the median number of years that the measure is still in place and operable. 

The study reports retention rates for commercial gas cooking equipment installed during PY96 using data collected from 200 on-site inspections in January 2001.  This data allows for estimation of linear and exponential trends of the percent of equipment that is still in place and operable.  The EUL for each measure is then calculated by estimating the median number of years that the measure is still in place and operable from these trend lines.  These ex post EUL estimates are then compared with their corresponding ex ante EUL value at the 80 percent confidence level.

ECONorthwest’s verification efforts include:

· evaluation of the study methodology;

· replication of the statistical findings of the study; and

· recommendations to the ORA.

Measures Studied

· The Protocols require that the utilities conduct a retention study on “the top ten measures, excluding measures that have been identified as miscellaneous (per Table C-9), ranked by net resource value or the number of measures that constitutes the first 50% of the estimated resource value, whichever number of measures is less.”
  The study examines measure retention for energy efficient gas cooking measures with an ex ante EUL of 12 years.  These cooking measures are:

· Ranges

· Fryers

· Ovens

· Pizza ovens

· Griddles

· Chinese ranges

· Salamanders

· Steamers

· Rotisseries

· Broilers

· Pressure cookers

· Stockpots

· Donut fryers

· Steam tables

· Cheesemelters

Methodologies

The analysis techniques consist of estimating linear and exponential trend lines for the percentage (on a weighted average basis) of cooking measures that are still in place and operable after 4.5 years.  That is, since data was not collected on the removal or failure date, the study results are based on a point estimate of the weighted average percent of measures that are still in place and operable.  

The authors report to have also tried to apply classic survival techniques to obtain alternative EUL estimates for cooking measures, however, the results of this analysis are only briefly mentioned in the study.  

Summary of Findings
The study reports that both of the ex post EUL estimates obtained from the linear and exponential trend lines are not significantly different from the ex ante EUL estimate of 12 years.  The study, therefore, recommends that the ex ante EUL is an appropriate estimate of the EUL for this measure.

The method employed by the author for estimating the EUL is not considered an ideal method of estimating the EUL when conducting retention studies.  Had data on the date of failure or removal been collected, classic survival techniques mostly likely could have been employed with greater success.   

In future retention studies, we suggest that the authors attempt to collect data on the date of failure or removal and that classical survival techniques be attempted.  Furthermore, we suggest that the standard survival distributions—the exponential, log-logistic, log-normal, Weibull, and gamma distributions—be used to estimate survival functions.  The “logistic model with no scale and no intercept” coefficient that was used in the study is not a typical model specification used in similar retention studies. 

Recommendation to ORA

ECONorthwest recommends that no adjustments be made to the ex ante EUL as documented in the study.

Data and Documentation Quality
Data 

Files were provided on one compact disk and ECONorthwest encountered no problems with any aspect of SCG’s provision of data. 

Documentation

The study provided limited documentation regarding the results of the survival analysis.  The study reports that classic survival techniques were used to estimate an ex post EUL from the retention data.   However, the study does not sufficiently describe these results. 

Replication and Analysis
Review of Analytic Approach and Dataflow
The study uses data collected on 200 locations where energy efficient cooking measures were installed from on-site and telephone surveys.  The survival analysis consists of estimating linear and exponential trend lines from the weighted average retention percentage for cooking measures. 

Replication Efforts

ECONorthwest replication effort consisted of reviewing the EUL calculations presented in the study, and assessing the study methodology.  No attempt was made by ECONorthwest to apply classic survival techniques because of the data limitations discussed previously. That is, the data that was collected proved insufficient to use classic survival techniques.

Modifications to Database and Analytical Procedures

No modifications were performed by ECONorthwest to the analysis presented in the study.  

Recommended Changes to EUL Calculations

ECONorthwest recommends that no adjustments be made to the ex ante EULs for the gas cooking measure. 










� “Protocols and Procedures for the Verification of Costs, Benefits, and Shareholder Earnings from Demand-Side Management Programs,” as adopted by California Public Utilities Commission Decision 93-05-063, Revised March 1998.
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