MEMO

To:                       
Scott Logan, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 21, 1999 

Subject:
Review Memo for SCG Study  # 715:  REMS Program

REVIEW SUMMARY

1. Utility:  Southern California Gas Company                        


Study ID: 715

Program and PY:  Residential Energy Management Services, 1997 PY

End Use(s): Residential space heating, water heating, and other

2.  Utility Study Title:  “1997 Residential Energy Management Services: First Year Load Impact Evaluation (Home Energy Fitness Program)”
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:  March 1999 
Required Documentation Received:   Yes                    

Retroactive Waivers:   None

5.  Reported Impact Results:

Average Annual Gross Load Impacts:.

No gross load impacts are available from the modeling which pooled participants and nonparticipants.

Average Annual  Net Load Impacts:  

All measures and practices combined:  28.8 Therms (28.8 Therms per designated unit;  65% net realization rate) 

Net-to-gross ratios:  Not calculated 

7.  Review Findings:
(a) Conformity with Protocols:  The study is in general conformity with the protocols, within the constraints of the models used.. 

(b) Acceptability of Study results: This Study is a professional ex post load impact evaluation.

Recommendations:  The recommendation is to accept the Study as an appropriate and defensible ex post evaluation study for purposes of a Performance Adder Program.

OVERVIEW

The Residential Energy Management Services program is a performance adder program for purposes of computing shareholder incentives.  As such, the actual ex post evaluation results from the first year load impact study do not affect the amount of shareholder incentives.  In order to qualify for the Performance Adder incentive, among other requirements,  the Company is expected to produce an appropriate, professional, and defensible ex post load impact study.  The Performance Adder for this program is  approximately $42,000. 

REPORTED IMPACT RESULTS

Average Annual Gross Load Impacts:.

No gross load impacts are provided from the modeling which pooled participants and nonparticipants.

Average Annual  Net Load Impacts:  

All measures and practices combined:  28.8 Therms (28.8 Therms per designated unit;  65% net realization rate) 

Net-to-gross ratios:  Not calculated 

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

The Study estimated the gross load impacts for water heating measures using a pooled analysis set of 563 participants and 492 nonparticipants with 27 months of billing data and mostly complete surveys. The participant and nonparticipant samples were exceptionally well matched on almost every variable, with some minor exceptions like the likelihood of having more people over 65 in the participant sample. 

The evaluation contractor estimated the load impacts with a series of 12 Load Impact Regression Models (LIRMs), and selected the “best” model based largely on exogenous factors. The evaluator very appropriately walks the readers through the series of models tested, including the coefficients from each model.  Generally the models were developed theoretically, and only minor adjustments were made.  The program-related coefficients were uniformly low, and usually statistically insignificant at the 90% level of confidence.  The explanatory power of all the models varied very little, from an R-squared of 0.57 to about 0.62.   The load impact estimates ranged from 17 Therms per participant to 28.8 Therms per participant.  The evaluator selected the model which provided the highest load impacts as the “preferred model.”

The NTG is not calculated because the modeling outputs never included estimates of gross load impacts.  The pooled model directly output the net load impacts.

Evaluation Issues:

The three main arguments (pp. 3-20 & 3-21) for selecting the model chosen were: (1) it had the smallest standard error; (2) it had more statistically significant participation coefficients (3 of 5 at the 90% level); and (3) it was the closest to results from similar evaluations of similar programs in earlier years (39 and 44 Therms).  The last argument was probably the weakest, in that if prior evaluations had found no significant load impacts, it is unlikely that the researchers would ignore the statistically significant findings here due to “precedent” load impacts.  If this were a “shared savings” program, the choice of models would have been reviewed with a Verification Report, and may have come to different conclusions.  Nevertheless, this ex post load impact study provides full disclosure and the selected model and results would have to be judged as reasonable and defensible based on the evidence available to a reviewer. 

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols:  This Study appears to be in conformity with the Table 5 and Table C-11.

Reporting Protocols:  Table 6 and Table 7 are complete given the constraints of the model, which did not permit end-use allocations as required by Table C-11, gross load impact estimates, or NTG ratios.

RECOMMENDATION

The recommendation is to accept the Study as an appropriate, professional, and defensible ex post load impact study for purposes of a “performance adder” program.
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