MEMO

To:                       
Scott Logan, CPUC/ORA

From:
Kenneth M. Keating,  ORA Evaluation Consultant

Date:
August 21, 1999 

Subject:
Review Memo for SCG Study  # 717:  RAEI Pilot Bidding Program

REVIEW SUMMARY

1. Utility:  Southern California Gas Company                        


Study ID: 717

Program and PY:  Residential Appliance Efficiency Incentives Program, 1996-97 PY

End Use(s): water heating

2.  Utility Study Title:  “1996-1997 Residential Appliance Efficiency Incentives Program: First Year Load Impact Evaluation (DSM Pilot Bidding Program”
3. Type of Study:  1st Year Load Impact Study                

 Required by Table 8B: Yes.

4. Applicable Protocols: Tables 5, 6, 7, and C-2

Study Completion:  April 1999 
Required Documentation Received:   Yes                    

Retroactive Waivers:   None

5.  Reported Impact Results:

Average Annual Gross Load Impacts:.

Water heating:  1,932,685 Therms (77.6 per designated unit;  1.04 realization rate based on per unit load impacts
;  1.43 realization rate based on total load impact) 

Average Annual  Net Load Impacts:  

Water heating:  1,932,685 Therms (77.6 per designated unit;  1.04 realization rate based on per unit load impacts; 1.43 realization rate based on total load impact)

Net-to-gross ratios:  Asserted to be 1.00 

7.  Review Findings:
(a) Conformity with Protocols:  The study is in general conformity with the protocols. 

(b) Acceptability of Study results: This Study represents a good effort to provide a professional ex post load impact evaluation..

Recommendations:  The recommendation is to accept the total load impacts claimed in Table 6 (pages 44-46 of the text).

OVERVIEW

The RAEI pilot bidding program is a shared savings program for purposes of computing shareholder incentives.  As such, the actual ex post evaluation results from the first year load impact study directly influences the shareholder incentives.  There is approximately $500,000 in shareholder incentives claimed based on the results of this Study.

REPORTED IMPACT RESULTS

Average Annual Gross Load Impacts:.

Water heating:  1,932,685 Therms (77.6 per designated unit;  1.04 realization rate based on per unit load impacts
;  1.43 realization rate based on total load impact)

Average Annual  Net Load Impacts:  

Water heating:  1,932,685 Therms (77.6 per designated unit;  1.04 realization rate based on per unit load impacts; 1.43 realization rate based on total load impact)

Net-to-gross ratios:  Asserted to be 1.00 

ASSESSMENT OF STUDY METHODOLOGY AND RESULTS

The Study estimated the gross load impacts for water heating measures using a pooled analysis set of 492 participants and 152 nonparticipant sites.  The researchers estimated the load impacts with a trimmed Load Impact Regression Model (LIRM) based on 12 months of pre-installation billing data and at last 11 months of post-installation data. All types of measures impacting the gas water heating end-use were pooled together, which is implied by Protocol Table C-2.  Controlled variables included outdoor temperature and rainfall.  The latter was important to help control for the impact of “El Nino,” which was expected to increase hot water consumption, and hence increase the savings from the installed measures.  Several alternative models were tested and documented in the Study.  The judgement of the evaluators about the selection of the most appropriate model to represent the actual load impacts appears to be fully defensible.

The NTG is simply asserted to be 1.0, “because of the unique characteristics of this study.” (Pages 44 and 45).  With other bidding programs, PG&E cited an order of the CPUC to justify why the NTG should be 1.0, but SCE has calculated the NTG in the past, not assuming that they could simply assert 1.0.  This report makes no effort to justify the 1.0, other than to point out the “unique characteristics of the study,” (instead of what might have been expected – the unique characteristics of the “program.”)  Nevertheless, whether one argues that bidding programs should be considered to have a NTG of 1.0, or whether reviewers consider the pooled production function model,  which included nonparticipants, to be a minimal “difference of differences” approach for estimating net load impacts, the claimed net load impacts are arguably valid ex post estimates of program net impacts.
Evaluation Issues:

In addition to several small points of disagreement with the presentation of the authors
 , one major problem was apparent from the first paragraphs of the study – the evaluators were sub-contractors to the program implementor.  This represents a serious threat to the independence of an evaluation, especially one for which the results are used to estimate payments to the implementor.  The chance for bias is high.  Nevertheless, without an opportunity to verify the data and replicate the analysis, the impression from the prima facie evidence in the review is that the evaluators appeared to have done a defensible and professional analysis.

CONFORMITY WITH THE PROTOCOLS

Measurement Protocols:  This Study appears to be in conformity with the Table 5 and Table C-2.

Reporting Protocols:  Table 6 and Table 7 are integrated into the body of the study, and are complete for the most part.

RECOMMENDATION

The recommendation is to accept the total load impacts claimed in Table 6 (pages 44-46 of the text).

� Realization rate is provided for full program impacts, but not for per dwelling unit as required by Table C-2.  However if the ex post number of units per controller was 48, instead of the ex ante estimate of 35 (137%)(page 52), the higher number of units per controller does not fully explain the realization rate of 143%.  The per dwelling unit load impacts must have also been higher than the ex ante estimates, which can be calculated in this Review Memo to be 1.04.
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� E.g., nonparticipants were sampled, contrary to claims in Table 7, page 41, in the sense that the first 152 who were willing to provide billing data became the sample of nonparticipants.  This met the Protocol sampling requirements for gathering on-site data, but was not the universe of all possible nonparticipants who might have provided billing data.
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