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SDG&E - Study No. 990
1996 – 1997 Residential Weatherization Retrofit 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 measures installed as part of their Residential Weatherization Retrofit Program (RWRI) during the 1996 and 1997 program years (PY96 and PY97).  This study was conducted by Knight Research.

This VR is presented in five sections.  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) estimates for each measure studied.

The study reports estimates of the EUL for residential weatherization measures using data collected on the fraction of installed measures in place and operable.  The EUL for each measure is calculated by estimating the median number of years that the measure is still in place and operable from modeled survival functions.  Ex post EUL estimates are then compared with ex ante estimates at the 80 percent confidence level to calculate realization rates.

ECONorthwest’s verification efforts include:

· evaluation of the study methodology,

· replication of the statistical findings of the study, and

· recommendations to the ORA.

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 study estimates the EULs for the attic insulation and infiltration measures; together, they account for 62 and 69 percent of the resource benefits attributed to the RWRI Program in PY96 and PY97, respectively.

Methodology

The analysis techniques employed in the study consist of collecting measure retention data from program participants and developing an exponential survival function from which a revised EUL can be calculated.  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 (i.e., the ex ante EUL is bounded by the 80 percent confidence interval), then the forecast estimate is used to calculate resource benefits and earnings in the utility’s third and fourth earnings claims.

Summary of Findings
A total of 350 surveys were completed as part of the measure retention study for SDG&E’s RWRI Program.  The highlights from ECONorthwest’s verification efforts are:

· The ex post EUL for the attic insulation measure is estimated at 316 years based on the results of the exponential survival model.
  Although statistically significant at an 80 percent confidence interval, the study authors conservatively recommend that the ex ante EUL of 20 years be accepted for future earnings claims.

· The ex post EUL (19 years) for infiltration measures was found to be statistically significantly different than the ex ante EUL (10 years) at the 80 percent confidence level.  The study recommends, however, that the ex ante EUL be used as the basis for their third and fourth year earnings claim.

Recommendation to ORA

ECONorthwest recommends that the ex ante EUL for both measures be accepted as the basis for SDG&E’s third and fourth earnings claim for this program.  For other programs with measures experiencing low failure rates, ECONorthwest has used a test of “reasonableness” to recommend not adopting the ex post EUL estimate.  Given the limited number of failures and the large confidence intervals for both measures (particularly the attic insulation measure), the study authors appear to have taken a similarly conservative approach.  That is, although the survival analysis yields statistically significant results, the study recommends that the ex ante EUL for both measures be adopted for future earnings claim.  ECONorthwest applauds this decision.

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

Data and Documentation Quality
Data

Data files were not provided with the study.  However, SDG&E responded immediately to ECONorthwest’s July 12th data request, sending the data and modeling file via electronic mail on July 17th.  ECONorthwest did not encounter any problems with the data file associated with this study.

Documentation

The study itself was adequately documented.  Although the description of the methodology was brief, the study included a completed Table 6 that clearly reported the findings of the retention study, and a fully articulated Table 7 that assisted the verification effort.

Replication and Analysis
Review of Analytic Approach and Dataflow
The analysis techniques employed in the study consist of collecting measure retention data from program participants and developing an exponential survival function from which a revised EUL can be calculated.  The study approach is similar to the approach used by Megdahl and Associates in their review of the RWRI Program during the 1999 AEAP.  ECONorthwest reviewed the methodology employed in the retention study, as well as its actual implementation within the spreadsheet model.

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 retention model.  ECONorthwest verified that these survey results were in general agreement with those reported in Table 7 of the report.

Review of Analytic Procedures

ECONorthwest reviewed both the general approach of the analysis, as well as the specific implementation of analytical procedures within the spreadsheet (Excel) model.  The general approach of the analysis appears reasonable; however, conducting the survival analysis within Excel denied the authors the alternative of using more advanced statistical techniques available in, for instance, SAS.  As with other retention studies, ECONorthwest strongly recommends that utitilies and their consultants conduct the analysis within statistical software capable of handling the more complex statistical issues that are difficult, if not impossible, to implement in Excel.

As part of verifying that the underlying mathematics were correctly programmed into the measure spreadsheet, ECONorthwest reviewed the linkages and formulae used to calculate EUL estimates and their associated standard errors.  In addition, ECONorthwest ensured that the upper and lower bounds of the confidence interval were correctly calculated in the Table 6 Summary Table spreadsheet.

Modifications to Database and Analytical Procedures

Database Modification

No modifications are recommended for the database portion of the retention study.

Analysis Modifications

The overall approach and specific programming involved in the retention model was sound, thus, ECONorthwest recommends no changes to the analytic elements of this retention study.

Recommended Changes to Filed EUL Estimates

The ex post EUL estimates for both the attic insulation and infiltration measures were found to be statistically significantly different than SDG&E’s ex ante EUL estimates used in the first and second earnings claim.  Given the relatively limited number of failures and the large confidence intervals for both measures, the study authors conservatively recommend that the ex ante EUL estimates be used in future earnings claims. ECONorthwest accepts this recommendation.

Appendix

From: Tom Light

To: Joy Yamagata

Date: 7/12/01

Hi Joy:

We appear to be missing the data files for SDG&E's RWRI Retention Study

(Study Number 990) conducted by Knight Research.  The CD that was sent with

the SDG&E studies appears to only contain data for the studies conducted by

SDG&E.  Alec Josephson is performing the verification on this study and a

response can be sent directly to him.  His email address is

josephson@portland.econw.com.

Please let me know if you have any questions or concerns regarding this data

request.  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: Joy Yamagata

To: Tom Light

Date:7/17/01

Attached please find San Diego Gas and Electric Company's  response to your inquiry regarding Study 990.  Because the information provided contains customer specific information it is being submitted pursuant to General Order 66-C and PUC Code Section 583.   If you have any questions or require additional information, please call me. 

 <<SDGE_2001AEAP_Study 990 Data_0717-1.xls>> 

J. C. Yamagata 

Sempra Energy 

Regulatory Affairs 

Phone:  619-696-4325 

Fax: 619-696-4027 

Email: jyamagata@sempra.com 










� “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.


� This compares to the ex post EUL estimate of 319 years, calculated by Megdal & Associates during the 1999 AEAP.
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