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SCG - Study 718
1995 Commercial New Construction Program Fourth Year Retention Study
Introduction and Executive Summary

This is a Verification Report (“VR”) of Southern California Gas Company’s (“SCG”) retention study for commercial measures for which rebates were paid in 1995 under SCG’s Commercial New Construction Program.  This study was performed by Robert Mowris and Associates (“RMA”).

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 RMA and 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 cooking equipment in commercial kitchens using data collected from 150 onsite inspections that occurred during December 1999 and January 2000.   The collected data allowed for estimation of hazard functions and revised estimates of the EULs for two measures: fryers and ovens.   The EUL for these measures is calculated by estimating the median number of years that the measure is still in place and operable from modeled hazard functions.   The EUL estimates are then compared with the 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.

· 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 retention for the following measures:

· Ovens

· Fryer

· Range

· Griddle

· Broiler

· Packaged Gas/Electric HVAC Systems

· Steamer

· Hot Food Table

· Kettle

· Braising Pan

· Other Cooking

· Storage Hot Water

· Boiler

Methodologies

The analysis techniques employed in the Study consist of estimating survival parameters by fitting retention data to a hazard function know as the Weibull model. No analysis was performed on those measures with relatively few observed failures.  The modeled hazard functions are used to generate estimates of the EUL with an 80 percent confidence interval. The analysis assesses the impact of business failure on retention rates and provides alternative EUL estimates, based on the inclusion and exclusion of measure failures attributable to businesses failures.

Summary of Findings
The verification effort performed by ECONorthwest supports the findings presented by SCG and RMA in the Study. The EUL estimates associated with fryers and ovens are 6.4 and 6.7, respectively.  These ex ante EUL estimates fall within the 80% confidence interval of the ex post EUL estimates for both measures.

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 

The files that were initially provided with the Study were incomplete.  The spreadsheet in which the analysis was performed and EUL calculations were generated was not included with the study.  This spreadsheet was eventually provided to ECONorthwest.  The data preparation was performed using Microsoft Access, while the analysis was performed in Excel.  

Documentation

The study itself was adequately documented, although the description of the methodology was brief.

Replication and Analysis
Review of Analytic Approach and Dataflow
The Study uses data collected from 150 sites via on site and telephone surveys.  For those measures that exhibit a significant amount of failures, hazard functions and EUL estimates are derived.  Survival function parameters are estimated using ordinary least squares (OLS) from hazard function models.  The hazard function represents the instantaneous failure rate for an installed measure that has survived to a particular age. The Study uses a modified hazard function model known as the Weibull model to generate survival function parameter estimates.  The Weibull model is a proportional hazard model that allows a scale parameter to be estimated.  When the scale parameter is less than 1, the Weibull’s hazard function increases with time.  However, when the scale parameter value is greater than 1, the resulting hazard function decreases with time.  In general, one would expect that the true hazard for most measures would eventually increase over time so the Weibull model appears to be appropriate. 

The survival functions are used to generate an EUL estimate for those measures with significant failures.  An 80 percent confidence interval is calculated using regression coefficients associated with the upper and lower bound of an 80 percent confidence level.  The ex ante EUL value is then compared with the ex post EUL and the 80 percent confidence level. 

In addition to the survival analysis components described above, the study recognized that business failures have a significant effect on retention rates.  The authors provide a good discussion of the impact of business failures on true retention rates, and generate alternative EUL estimates that control for this occurrence.

Replication Efforts

The primary features of the retention model used to estimate the EUL for those measures studied are the specification of a hazard function and its associated survival function, the estimation of the parameters of that hazard/survival function using ordinary least squares, and the estimation of a median expected lifetime.  ECONorthwest reviewed the methodology employed in the retention study, as well as its actual implementation within the spreadsheet models.

Review of Database Development

ECONorthwest did not review the development of the retention database used for this study.  The results from the retention study surveys (i.e., the retention database), however, were included in the individual measure retention models.

Review of Analytic Procedures

ECONorthwest reviewed both the general approach of the analysis, as well as the specific implementation of analytical procedures within each of the spreadsheet model developed for the 2 measures with modeled hazard functions.  The general approach of the analysis appears reasonable.

Modifications to Database and Analytical Procedures

No modifications are recommended to the database and analytical procedures used in the Study. 

Recommended Changes to EUL Calculations

ECONorthwest recommends that no adjustments be made to the ex ante EULs for the other measures studied.

Appendix A

Verification Correspondence

From: Yamagata, Joy C. <JYamagata@sempra.com>

To: "'light@portland.econw.com'" <light@portland.econw.com>

Date: Thursday, September 7, 2000 9:23 AM

Subject: Supporting Data for Study ID 718

 <<Study 718 Fryer & Oven Data.xls>> 

Tom, 


Per your request attached is the data provided in support of Study 718 that was prepared on SoCalGas' New Construction program.   If you have any questions or require additional information - please feel free to contact me. 

J. C. Yamagata 

Sempra Energy 

Regulatory Affairs 

Phone:  619-696-4325

Fax: 619-696-4027

Email: jyamagata@sempra.com

----------------------

From: Thomas Light <light@portland.econw.com>

To: "Yamagata, Joy C." <JYamagata@sempra.com>

Date: Wednesday, September 6, 2000 7:52 AM

Subject: Re: Files for Study 718

Hi Joy,

What is the status of this request?  We are hoping to complete our review of this study in the next few days. 

Thanks.

Tom Light

ECONorthwest

888 SW Fifth Avenue, Suite 1460

Portland, OR 97204

Ph:  503 222 6060; Fx:  503 222 1504

This communication may contain privileged or other confidential information exempt from disclosure.  If you are not the intended recipient, you may not use, copy, disseminate or retain this message.  Please delete the copy you received and alert the sender to the transmission error. Thank you.

__________________

> From: "Yamagata, Joy C." <JYamagata@sempra.com>

> Date: Wed, 23 Aug 2000 08:28:02 -0700

> To: 'Thomas Light' <light@portland.econw.com>

> Subject: RE: Files for Study 718

> 

> Tom, just wanted to provide you with an update on your request re: Study

> 718.   Due to personnel being on vacation until the 29th and others

> out-of-pocket due to the Democratic Convention (folks at SoCalGas and other

> businesses in L.A. were strongly encouraged to have their employees not be

> in Downtown LA during that time because of concerns over security, violence,

> etc.) last week, the information will not be available until after the 29th.

> 

> 

> 

> J. C. Yamagata 

> Sempra Energy 

> Regulatory Affairs 

> Phone:  619-696-4325

> Fax: 619-696-4027

> Email: jyamagata@sempra.com

> 

> 

_________________________

> From: Thomas Light [mailto:light@portland.econw.com]

> Sent: Friday, August 11, 2000 2:00 PM

> To: Yamagata, Joy C.

> Subject: Files for Study 718

> 

> 

> Hi Joy,

> 

> A few months ago a CD was sent to ECONorthwest with an access database, and

> copies of the report for study 718.  In order to perform a verification on

> this study, we need a copy of the spreadsheets containing the analysis.

> This should include any regression results and regression data that was used

> along with the calculations of the effective useful lives for the different

> measures studied.  Please have the authors forward me a copy of any

> spreadsheets (and SAS code) that were used to perform the analysis.

> 

> Also, can you please send a copy of Jim Green's report on the Energy Edge

> program to Dave Baylon at Ecotope.  His address is:

> 

> David Baylon

> Ecotope,Inc

> 4056 9th N.E.

> Seattle, WA 98105

> 206-322-3753

> 206-325-7270 (Fax)

> 

> Please let me know if you have any questions.  Thank you.

> 

> Tom Light

> ECONorthwest

> 888 SW Fifth Avenue, Suite 1460

> Portland, OR 97204

> Ph:  503 222 6060; Fx:  503 222 1504

> 

> This communication may contain privileged or other confidential information

> exempt from disclosure.  If you are not the intended recipient, you may not

> use, copy, disseminate or retain this message.  Please delete the copy you

> received and alert the sender to the transmission error. Thank you.

> 

> 










� “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.





October 5, 2000

i
SCG - Study 718

iii

