MEMO





To:                       �
Don Schultz, CPUC/ORA�
�
From:�
Kenneth M. Keating,  ORA Evaluation Consultant�
�
Date:�
June 16, 1997  �
�
Subject:�
Review Memo for SoCal Gas Study  # 709:  RNC�
�



REVIEW SUMMARY


1. Utility:  Southern California Gas                        			Study ID: 709


Program and PY:  Residential New Construction Program:  PY1994


End Use(s):  space heating and hot-water


2.  Utility Study Title:  ìFirst Year Load Impacts of Southern California Gas Companyís 1994 Energy Advantage Home Programî


3. Type of Study:  1st Year Load Impact Study                		 Required by Table 8B: Yes.


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


Study Completion: March 1, 1997		Required Documentation Received:   Yes                    


Retroactive Waiver:  None included or cited, but apparently covered by similar waivers to allow a 1997 filing of the PY94 program for RNC as for PG&E and SCE.


5.  Reported Impact Results:


Annual Average Gross Load Impacts:


Dwelling:  164,167 Therms (19.257 Therms per designated unit; 0.86 realization rate�). 





Annual Average  Net Load Impacts:


Dwelling:     154,870 Therms (18.166 Therms per designated unit; 0.87 realization rate). 





Net-to-gross ratios:  Therms:  0.94  





7.  Review Findings:


(a)  Conformity with Protocols:  The study is generally in conformity with the measurement  and reporting protocols.


Acceptability of Study results:  It is unlikely that a Verification Report will lead to substantial changes to the load impacts.


Recommendations:  The recommendation is to increase the program load impacts to reflect the Studyís calculated NTG ratio (from 0.943 to 0.991), but to reduce the program level impact by removing the 3,792  participants improperly assigned to PY94. 





OVERVIEW





The Residential New Construction 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.  The DU is the dwelling unit, but Table C-7 requires (section 3) that the load impact study report on the load impacts for space heating and water heating separately.  Although the Study provides measure-by-measure gross and net impacts, the authors do not provide end-use level results. 





In general, the Company and their contractor appear to have provided a detailed load impact study that is in general conformity with the measurement protocols. 








REPORTED IMPACT RESULTS:





Annual Average Gross Load Impacts:


Dwelling:  164,167 Therms (19.257 Therms per designated unit; 0.86 realization rate).





Annual Average  Net Load Impacts:


Dwelling:  154,870 Therms (18.166 Therms per designated unit; 0.87 realization rate). 





Net-to-gross ratios:  Therms:  0.94  


			Space heating:  1.00


			Water Heating: 0.36





ASSESSMENT OF STUDY METHODOLOGY AND RESULTS





The load impact study used a Load Impact Regression Model (LIRM) based on engineering priors calculated from ex post data gathered from on-site visits with 303 participants and 198 nonparticipants to ascertain the gross load impacts.  The net to gross ratio was based on an efficiency choice model using a Double Mills ratio adjustment to correct for potential self-selection bias.  The net to gross ratio was supported by two other LIRM approaches: a difference of differences approach; and a two-stage least squares model. Each of the alternative approaches produced similar results.





The consistency among the NTG results from the three methods is particularly striking, especially because the difference of differences approach does not include any data on the decision makers (the builders), whereas both the ìtwo-stage least squaresî and the ìefficiency choiceî models incorporated survey responses from builders.





Evaluation Issues:  The major evaluation issue is the choice of the net-to-gross ratios. The ìefficiency choiceî modeling efforts were clearly the evaluatorsí preferred approach, but the results werenít directly used.  In fact, the implied net to gross for space heating from the double-Mills ratio approach was 1.112 and that from the ìtwo-stage regressionî model was 1.138 (p. 5-15), but the authors decided to use 1.00 as the space heating value.  The difference of differences approach found an implied NTG of 0.964 for space heating, which is supportive of the general direction of the NTG from the other models, but it didnít contain corrections for self-selection or differing characteristics of the builders.  It would appear that the Company had no basis for reducing the NTG, other than to prefer a conservative approach.  (The hot water value selected ñ 0.36 -- was in line with the double Mills ratio approach, and was also higher than the 0.28 from the simple difference of differences.)





CONFORMITY WITH THE PROTOCOLS





Measurement Protocols: The Study is in general conformity to the measurement protocols with two exceptions.  Table C-7, Section 3 calls for allocating the load impacts to the space heating and water heating end-uses and including the results in the final evaluation, which was not done.  In addition, Table 5, Section C and the definition of program year from Protocol Appendix A specifies that a participant be defined as someone who receives the utility payment within the program year�.  This study actually includes as 1994 PY participants, 3,792 individuals who received final payments during the first quarter of 1995�.  





The first issue could be dealt with by adding up the measure level results in Table ES-1.





The second issue reflects the evaluation contractorís effort to capture those participants who actually took the measures in 1994, but just got paid later (p. 2-3).   This could have been one logical approach.  However, the Protocols are fairly clear about defining participants as those who received final payment in the program year.





Tables 6 and 7 Reporting Protocols: The reporting protocols appear to be well-documented.


�



Summary Recommendation:





The recommendation is to increase the program level NTG from 0.943 to 0.991 to reflect the 1.112 NTG for the space heating portion of the NTG ratio found in the Study�.  This would result in increasing the net load impacts from 18.166  Therms to 19.084 Therms per DU (dwelling unit).  However, the reported program-level net load impacts include the effects of 3,792 PY95 participants in the PY94 earnings claim.  Therefore, the total program  net load impacts should be 90,305 Therms for PY94 as opposed to the reported net load impacts of 154,870 Therms.





Attachments:


Attachment A:  Follow-up request for information on PY participation, dated  5/23/97.


Attachment B:  Company response to follow-up, dated  6/11/97.








ATTACHMENT A





Before we can finalize our Review Memo on Study 709, I need to ask you to provide us with some additional information:





"The study and the associated earnings claim appears to include program participants (and their load impacts) who participated in the program during 1994, but who did not get their incentive payments until 1995 (p. 2-3).  The evaluation protocols define participation by the year in which utility payments are received (Table 5. C).  Would you please provide us with the number of such mis-classified participants and the number of Designated units associated with them for purposes of adjusting the earnings claim for PY1994?"





The sooner we can get this information, the sooner we can complete our review.  Thank you.





(If you send an "attached" document with your response, please send the attachment as a uuencoded document so that MSN can read it).





�



ATTACHMENT B





June 11, 1997








Kenneth Keating


6445 SW Parkhill Way


Portland, OR 97201





Re:	First Year Load Impacts of Southern California Gas Companyís


1994 Energy Advantage Home Program - Study 709                _





Dear Ken:





This letter is written in response to your email request for additional information.  Specifically, your request was to provide you with the number of program participants who did not receive incentive payments until the first quarter of 1995, along with the corresponding number of designated units of measure.





I have attached a table ìSummary of Ex-Post Measure Counts: By Yearî that details your data request.  However, we request that you consider our explanation before you render your decision in adjusting our earnings claim.  You noted that ìThe study and the associated earnings claim appears to include program participants (and their load impacts) who participated in the program during 1994, but who did not get their incentive payments until 1995.î  You cited the Protocols�, ìThe evaluation protocols define participation by the year in which utility payments are received (Table 5.C).î





It is true that a number of participants included in calculating our earnings claim for program year (PY) 1994 were paid in 1995.  However, at the time we filed our earnings claim, we made every attempt to ensure that we included only those projects that were verifiably completed� in 1994.   Projects for which proper documentation, including builder declaration in contracts, were processed for payment.   All invoices for which incentives were paid either in 1994 or in 1995 indicate that the participating builders purchased (installed?)  the measure(s) or completed the project (e.g., duct inspection) prior to December 31, 1994.    Incentive payments to participants were delayed to the first quarter of 1995 for a number of reasons.  These include the following:





Builders could complete the project and qualify for the utility incentive payment as long as the project was completed by December 31, 1994.  In the case where the job was not executed until late in the year, the invoice may have been submitted but actual payment did occur until 1995.


If the installation of a forced air unit or duct inspection was the qualifying measure, then the incentive was not paid until The Gas Company had received the duct certificate.


By some unforeseen administrative burden, the paperwork for the qualifying job was not completed and paid until 1995.





Based on your citation, it seems that projects that were not paid until 1995 should be excluded from the PY1994 earnings claims calculation.  However, it is also our understanding of the Protocols that participation� in PY1994 can include those projects that were not paid until 1995 but were completed by December 31, 1994.





To give you a better idea of our process, we have also included documentation for a couple of projects that were completed in 1994 but not paid until 1995.  





If you have any questions, please do not hesitate to give me a call.





Thank you for your attention.





Sincerely,








Melissa S. Cuaycong

















/msc


Enclosures


cc:	Don Schultz (Office of Ratepayer Advocates)


	Alan Fields (Regional Economic Research)


Martin Crundall 


Lance Delaura


Frank Galvery


Pat Petersilia


(enclosures to copy recipients include the summary table only)





1994 Energy Advantage Home Program


Table � STYLEREF 1 \n �0�-� SEQ Table \* ARABIC �1�:  Summary of Ex-Post Measure Counts:  By Year


���Measure�
�Ex-Post Measure Count All�
�Ex-Post Measure Count:  1994�
Ex-Post Measure Count:  1995:1�
�
Duct Testing�
6,146�
2,867�
3,279�
�
Furnace 88% AFUE�
1,472�
681�
791�
�
Water Heater .60-.67 EF�
1,568�
686�
882�
�
Water Heater .70+ EF�
7�
1�
6�
�
Combination System�
1,173�
719�
454�
�
Cust Insulation�
2�
0�
2�
�
Heat Traps�
146�
84�
62�
�
Recirculating Controls�
1�
0�
1�
�
MH Water Heaters�
0�
0�
0�
�
MH Furnace 80-87% AFUE�
34�
17�
17�
�
MH Furnace  88%+ AFUE�
0�
0�
0�
�
FUEL SUBSTUTUTION�
�
�
�
�
Furnaces�
68�
32�
36�
�
Gas Ovens�
1,534�
832�
702�
�






Table � STYLEREF 1 \n �0�-� SEQ Table \* ARABIC �2�:  Summary of Participant Households:  By Year


All�
1994�
1995:1�
�
8,525�
4,732�
3,792�
�






� Because of the differing number of homes counted as being in the program between the first and second earnings claim, the realization rate per DU is more appropriate and useful than that which could be calculated based on the total earnings claim.


� The Companyís response to a follow-up question on the issue indicated that they thought that under the Appendix A definition (p. A-9), they were permitted to use either the year of installation or the year of payment (see Attachment B to this Review Memo), but the last sentence of the Appendix definition does not appear to allow this discretion:  ìProgram participation, incremental measure costs, and lifecycle energy savings will be attributed to the year in which the utility provided the final step of its program service to the customer.î


� Table 0-2 of the Companyís response to the follow-up question. (Attachment A and B to this review memo).


� Calculated based on the distribution of total measured load impacts for space heat measures [163,069 Therms(@1.112)], total measured load impacts for hot water measures [33,185 Therms (@0.36)] and the unmeasured residual [ 890 Therms (@1.00)] from Table ES-1. 


� 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 January 1997.


� Project is deemed completed if the participating builder installed the equipment or performed the energy efficiency measure, e.g., duct inspection.


� In Table 5C of the Protocols, ìparticipants will be defined as (1) those who received utility financial assistance to install a measure or group of measures during the program year,Öî  Subsequently, program year is defined in Appendix A, Measurement Terms and definitions as ìThe calendar year in which program participation occurs.  For energy efficiency incentive programs, this means the year in which financial assistance is provided or the date on which a program participant takes an action associated with assistance provided by the utilityî.
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