MEMO





To:                       �
Don Schultz, CPUC/ORA�
�
From:�
Kenneth M. Keating,  ORA Evaluation Consultant�
�
Date:�
May 23, 1997  �
�
Subject:�
Review Memo for SoCal Gas Study  # 710:  IEMS�
�



REVIEW SUMMARY


1. Utility:  Southern California Gas                        			Study ID: 710


Program and PY:  Industrial Energy Management Services Program:  PY1995


End Use(s):  other


2.  Utility Study Title:  ìFirst Year Load Impacts of Southern California Gas Companyís 1995 Industrial  Energy Management Services Programî


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 1997		Required Documentation Received:   Yes                    


Retroactive Waiver:  None.


5.  Reported Impact Results:


Annual Average Gross Load Impacts:


Other:  254 Therms (254 Therms per designated unit; 0.25 realization rate�). 





Annual Average  Net Load Impacts:


Other:  254 Therms (254 Therms per designated unit; 0.25 realization rate). 





Net-to-gross ratios:  Therms: 1.00  





7.  Review Findings:


Conformity with Protocols:  The study is generally in conformity with the measurement and 


reporting protocols, except that no net load impacts appear to be presented.


Acceptability of Study results:  It is unlikely that a Verification Report would result in statistically significant load impacts or substantive changes to the load impacts.


Recommendations:  The recommendation is to accept this load study as an adequate ex post measurement effort for purposes of Performance Adder earnings claims. 





OVERVIEW





The Industrial Energy Management Services (IEMS) program is a Performance Adder program for earnings purposes.  As such, the exact load impacts from the ex post load impact study has no effect on the earnings claims.  However, the Company is expected to provide a defensible load impact study that conforms to the evaluation measurement  and reporting protocols.  This Study sometimes makes questionable analytic choices, but the overall study appears to meet the requirements for an earnings claim.   In fact, the reported load impacts are not statistically different from zero.





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, with the exception of missing a defensible approach to a net -to-gross ratio.





REPORTED IMPACT RESULTS:





The required end-use elements for IEMS are lighting, motors, and other.  Given that gas is the fuel of interest, only ìotherî is an end use in this study.  There is, thus, no requirement to allocate total load impacts to major end uses.  The designated unit (DU) is ìload impacts per participant from all practices and measures combined.î  





Annual Average Gross Load Impacts:


Other:  254 Therms (254 Therms per designated unit; 0.25 realization rate). 





Annual Average  Net Load Impacts:


Other:  254 Therms (254 Therms per designated unit; 0.25 realization rate). 





Net-to-gross ratios:  Therms: 1.00  





ASSESSMENT OF STUDY METHODOLOGY AND RESULTS





The load impact study used a Load Impact Regression Model (LIRM). It was based on a dummy variable formulation for each audited participant, and did not include a comparison group.  A two-stage model was used to test for and correct for serial correlation, and an effort was made to control for non-program effects by including variables on employment (or production when available).  The LIRM was based on site-specific models, whose results were averaged and eventually weighted to extrapolate the per-participant load impacts to the audited population.





There was no explicit effort to model NTG or calculate free-ridership.  Since all core industrial customers receive audits, sometimes every year, there were no identifiable nonparticipants.  However, the survey of consumers included self-report free-ridership questions that were not used in the study (e.g., ìwere you planning on doing itÖ;î ìwould you have done itÖ;î and ìwould you have done it at the same time...î if you had not received the SoCal Gas audit?)[Appendix A: p. 3].





Evaluation Issues:  The major evaluation issue is the lack of effort to get a NTG ratio.  While Table C-11 implies the use of a comparison group, the logic presented by the Company as to why this was not possible and the fact that for IEEI programs comparison groups are not required (Table C-5) would argue for not making an issue of the missing comparison group.  However, even Table C-5 requires that an effort be made to estimate what would have been done by the customers in the absence of the program.  In this study there were self-report questions asked directly to the respondents to the survey that may have shed light on the subject.   These results were not reported.  The telephone survey had 214 completions, for a response rate of 22%.  There is no reason given for not reporting the results of the survey or for not using the results of the survey.  Instead, the claim is made that the regression results were net effects (Table 7.E.1).  This does not appear to be supportable.





In addition, there are many places in the analysis where alternative decisions could have been made ñ such as the decision to drop the ìEMP/Productî variable from the site specific regressions in which counter-intuitive coefficients were found (p. 25) or the decision to choose one model over another (p. 28).   Nevertheless, it is intrinsically difficult to estimate load impacts from small-effect measures in industrial plants, and there is little likelihood that any model formulation would produce statistically significant load impacts, given the type of program and type of participant.





CONFORMITY WITH THE PROTOCOLS





Measurement Protocols: The Study is in general conformity to the measurement protocols of Table 5 and C-11 with the exception of not providing a defensible approach to estimating net load impacts. 





Tables 6 and 7 Reporting Protocols: The reporting protocols appear to be well-documented, with the exception of the failure to note in 7.B.5 that the self-report free-ridership questions were data collected, but not used, in the analysis.





Summary Recommendation:





The recommendation is to accept the load impact study as sufficiently detailed and rigorous to provide a basis for a Performance Adder earnings claim.  The inclusion of the required but missing net load impacts would not change the earnings claim or make the results statistically significant, and would themselves be highly unreliable.  Therefore, the recommendation is not to deny Performance Adder earnings.


1The reported gross load impacts are based on a billing analysis with controls for employment and production, but the Study claims that they are ìnetî impacts, and that the NTG is ìuncertain.î  A cleaner interpretation is that the NTG is asserted to be 1.0 so that there is no difference between gross and net impacts.
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