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SDG&E - Study Nos. 996 and 1020
1996 – 1997 Industrial Energy Efficiency Incentives Program  Fourth-Year Retention Study
Introduction and Executive Summary

This is a Verification Report (VR) of San Diego Gas & Electric Company’s (SDG&E) retention study for energy efficiency measures installed through their Industrial Energy Efficiency Incentives Program (IEEI) during the 1996 and 1997 program years (PY96 and PY97).  Xenergy, Inc., conducting the on-site audits of industrial customers.

Typically, ECONorthwest’s verification efforts include:

•
evaluation of the study methodology,

•
replication of the statistical findings of the study, and

•
recommendations to the ORA.

The standard VR reporting format generally consists of the presentation of findings in five sections.
  Given the characteristics of SDG&E’s IEEI Program and the findings of this retention study, however, ECONorthwest’s verification efforts will be summarized in this Executive Summary section.

Measures Studied

The Protocols require that the utilities conduct a retention study of “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 1996 retention database included the top five industrial measures that captured approximately 51 percent of total resource value.  The 1997 retention database included six industrial measures that accounted for approximately 54 percent of the resource value measured for that program year.  In total, therefore, eleven industrial measures were included in the retention study.

Not all measures in the IEEI Program were included in the retention study.  SDG&E identified those measures that were not studied and matched them, based on the similarity of characteristics, to measures that were studied.  The results of the retention study, in terms of changes to the EUL, were then carried over to these three “like” measures.

Methodologies

The analysis techniques employed in the study consist of collecting measure retention data from program participants and, given the dichotomous nature of this data, use classical survival analysis to produce a revised estimate of the effective useful life (EUL) of energy efficiency measures installed under this program.  The revised EUL estimate (ex post EUL) is then compared to the forecast EUL (ex ante EUL) to derive the EUL realization rate.  If this difference is not statistically significant at the 80 percent confidence level, then the forecast estimate is used to calculate resource benefits and earnings in the utility’s third and fourth earnings claims.

Summary of Findings
SDG&E’s IEEI retention study evaluated eleven industrial measures, with the statistical findings for these measures applicable to an additional three “like” measures.  The highlights from ECONorthwest’s verification efforts are:

· No failures were observed for any of the eleven industrial measures included in the study.  As a result, survival analysis could not be performed on these measures and no ex post EUL calculations were made.

Recommendation to ORA

Given the lack of observed failures, survival analysis could not be performed on these industrial measures.  ECONorthwest recommends that the ex ante EUL estimates be adopted for future earnings claims.









� As with most of the other VRs, the first section contains an introduction and executive summary of the findings, along with recommendations to the Office of Ratepayers Advocates (ORA).  The second section discusses the data and documentation supplied by SDG&E and audit contractors.  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.


�“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.
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