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�
COMMENTS OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E) ON LOAD PROFILING REPORT OF JUNE 16, 1997


�INTRODUCTION


On June 16, 1997, Southern California Edison (Edison), Pacific Gas and Electric (PG&E), and San Diego Gas and Electric (SDG&E), referred to herein as the Utility Distribution Companies (UDCs), jointly reported on the results of a June 5, 1997 direct access workshop on load profiling issues (workshop).  In these comments, Edison describes our proposed implementation of load profiling to support direct access on January 1, 1998 and we list the actions that the Commission must take over the next six months to insure the successful application of load profiling to smaller customers.


In the workshop, and in our comments below, we offer a simple and pragmatic implementation of load profiling that relies heavily on existing utility load research infrastructure, existing customer samples (i.e., the selection of customers equipped with a load research meter), and existing rate group customer segmentation.  We are reasonably confident that our proposed approach to load profiling can be successfully implemented and integrated with other direct access communication and billing system changes by January 1, 1998.


Other parties suggest more expanded forms of load profiling, such as increasing the number of different load profiling customer segments (e.g., separate load profiles for small, medium and large residential customers instead of one load profile for all residential customers) or by allowing Energy Service Providers (ESPs) to develop their own load profiles.  In addition to threatening implementation of direct access for smaller customers by January 1, 1998, conducting a proceeding to develop fundamentally new load profiling methodologies is a poor use of scarce resources of the Commission, UDCs, and other parties.  Thus, we recommend that the Commission defer any further consideration of load profiling beyond what is necessary for initial direct access implementation, until the first quarter of 1998, at the earliest.


�discussion


It is essential for the Commission to recognize that load profiling is a relatively minor element of the overall efforts to implement direct access on January 1, 1998 and beyond.  The primary importance of load profiling is a technical issue – if load profiles do not match the actual pattern of customer usage in aggregate, there will be a discrepancy between the power delivered to a UDC’s service area hourly, and the total hourly usage reported to the ISO.  This discrepancy contributes to the so�called Unaccounted-For-Energy (UFE), and will be allocated to all Scheduling Coordinators by the ISO.  Thus, there is an interest on the part of market participants in load profiling accuracy in order to minimize UFE.�/ 


Edison’s request that the Commission adopt its load profiling proposal at this time and defer possible hearings on load profiling issues is not intended to impinge on parties’ opportunity to have alternative approaches fully considered.  If the Commission determines that further consideration of load profiling methodologies is warranted, Edison will support moving forward with such a proceeding at the earliest reasonable time.


APPLICATION


Load profiles will be used for applications where hourly usage information is necessary, including the ISO/PX settlements, and the PX credits provided to direct access customers during the rate freeze.  It is essential that the same load profiles should be used for both the ISO/PX settlements and PX credits.  Most parties now appear to agree on this principle.  If market participants are allowed to use different load profiles for the two, then inappropriate arbitrage opportunities are created.  For example, if a customer were to buy PX power through an ESP using a relatively flat load profile, while the UDC were to provide a PX credit based on a load profile with higher on-peak usage, then the customer’s PX credit would be larger than the PX price for power supplied by the ESP, even though the source of the power was the same.  Thus, allowing different load profiles for ISO/PX settlements and PX credits creates the possibility for gaming behavior.  This type of behavior would directly threaten utilities’ recovery of CTC.


Some parties appear interested in requiring the UDCs and/or other market participants to use authorized load profiles for forecasting and bidding.  This is an unnecessary constraint on the performance of the market.  Market participants should be able to use any type of technique to make forecasts and submit demand bids, since the ISO settlement protocols make market participants fully accountable for the accuracy of their forecasts and demand bids.


METHODOLOGY


There are a variety of different ways to develop load profiles, as discussed at the workshop, and in the workshop report.  Edison proposed to use a combination of dynamic load profiles, static load profiles, and deemed load profiles to implement direct access on January 1, 1998.  Dynamic load profiling, which relies on a “real time” sampling of load research meters to construct load profiles which vary daily based on actual conditions, will be used where reasonably feasible.


In the workshop, one party suggested the use of econometric methods that adjust static load shapes to reflect exogenous factors such as daily temperature variations.  Econometrically-adjusted static load profiles are likely to perform better than unadjusted static load shapes.  However, conducting a regulatory proceeding to authorize the specific econometric models that would be used is likely to be burdensome and potentially contentious, making econometrically-adjusted static load profiles unattractive.  In any case, dynamic load profiles are clearly superior, and should be used where reasonably feasible.


Edison is proposing to implement the 20kW load profiling threshold adopted in Decision 97-05-040 consistent with rate schedule definitions.  We will not subdivide (the term “screen” was used at the workshop) an existing rate schedule so that some customers are eligible for load profiling, while others are not.  Screening would be difficult to explain to customers, and raises concerns about dissimilar service to customers on the same rate schedule during the rate freeze.  In addition, our existing load research samples are drawn based on rate schedule definitions, so screening would reduce load profiling accuracy.�/ 


Edison proposes to use dynamic load profiles for domestic and small commercial customers.  These classes represent the vast majority of customers below 20 kW.  In recent years, Edison’s load research group has deployed an augmented sample of hourly meters that rely on an existing communication “backbone” linking our distribution substations in order to transmit meter reads.  This new sample provides all the required information to create accurate load shapes on a daily basis.


For Edison’s small commercial customers on rate schedule GS-1, dynamic load profiles can be used as well.  By definition customers in the small commercial category have demand less than 20 kW, while medium commercial customers on rate schedule GS-2 have demands above 20kW.  Some small commercial customers with a high load factor voluntarily take service on the GS-2 rate schedule;  these customers are free to return to the GS-1 rate schedule if they so desire in order to take advantage of the opportunity for load profiling.


For the rate categories where there is no dynamic metering capability, static load profiles should be used.  In order to make the load profile information available to market participants in advance, Edison plans to provide the daily static load profiles it proposes to use in 1998 to interested parties by August 1, 1997, as we offered at the workshop.  Static load profiling will be used for Edison’s agriculture customers on rate schedule PA-1.  Also, for Edison’s domestic customers, there is a separate load research sample for domestic master-metered customers that does not have dynamic metering capability.  Edison proposes to use a static load profile for the master-metered domestic customers.


Edison provides lighting service on six rate schedules (LS-1, LS-2, LS-3, OL�1, DWL, and AL-1) and traffic control service (TC-1).  In some cases, these services are unmetered, and rates are based on engineering estimates of usage.  Because usage is predictable, we do not have load research metering for these rate schedules.  We propose to use deemed load profiles, based on engineering estimates of hourly usage for customers on these rate schedules.  However, in the case of customer ownership of photocells or other control devices, we may require auditing of customers’ maintenance practices, and may restrict use of load profiles if maintenance does not meet appropriate standards.


Edison will routinely update the samples used for creating load profiles in order to maintain the accuracy of the profiles, based on existing procedures.  Typically, samples are redrawn approximately every four years, in order to reflect changes in customer composition, migration between rate schedules, and other factors.  In the future, more frequent sample updates may be necessary to take into account customers installing hourly meters.


Edison’s proposed methodology is simple to implement and reflects the existing sample design.  Hence Edison asks the CPUC’s approval to implement the process that is described herein.


Edison believes that a single, neutral entity in each service territory should administer direct access load profiles, subject to the CPUC’s regulatory oversight.  At least initially, that entity should be the UDC since we have existing procedures in place, and trained personnel who can carry out the function.  The current ISO tariff defers approval of load profile to local regulatory authorities, which would be the CPUC in the case of the UDCs.  Some parties believe that load profiling should be a commercial activity undertaken by ESPs, rather than a regulated activity conducted by UDCs or some other neutral entity.  Edison opposes having ESPs develop their own load profiles.  If multiple entities are responsible for developing their own load profiles, then four problems are created, as described below.


First, there is a “churning” effect created by customers switching between the UDC and ESPs, or between ESPs.  This customer migration will result in a systematic loss of accuracy in load profiles even with a significant increase in the frequency with which load research samples are redrawn.  Second, there may be opportunities for gaming and fraud if ESPs can develop their own load profiles.  ESPs may have incentives to create flatter load profiles than may actually exist in order to offer lower prices to consumers.  Thus, verification procedures will be necessary to protect the integrity of the load profiling process.  Third, the process involved in developing standards for retailer-developed load profiles, needs to be prescribed in detail by an independent regulatory entity, adding additional regulatory complexity to the emerging electricity marketplace.  Finally, it seems unlikely that the CPUC would be able to exercise jurisdiction over ESPs’ development of load profiles.  If ESPs are permitted to develop their own load profiles, it seems more likely that the ISO would be required to modify its tariffs to insure effective oversight.


SEGMENTATION


Currently, Edison has load research metering that provides statistically valid samples of the usage characteristics of domestic, small commercial and agricultural customer groups.  Thus, we can offer load profiling customer segments for each of these three rate groups.  Some parties have recommended additional segmentation, that would subdivide these broad customer categories based on factors such as location, usage, or business/building type so that a separate load profile could be offered for each of these finer disagreggations.�/  


In general, we support additional segmentation, since it will result in customers’ electricity prices more accurately reflecting their usage characteristics.  During the rate freeze period, however, additional segmentation provides little or no benefit to customers, since lower PX charges associated with a lower-cost load profile would simply result in a higher assignment of CTC.  Moreover, some of the proposed ways to define the segments, such as elements like geographic location or usage levels, are simply not appropriate because there is not enough cost differential between such categories to make segmentation worthwhile.


Edison believes that the interim implementation of load profiles should use only existing rate groups, without any finer segmentation.  Further segmentation of existing rate categories after January 1, 1998 may be worthwhile provided that this segmentation is in accord with the following  set of criteria:


Customer eligibility should be easily verified to minimize enforcement burdens.


The possibility for collusive behavior among segment members should be remote.


The segmentation must trade-off costs/administrative burden with improved accuracy.


The load shape resulting from a particular segmentation of a customer class must represent, to a reasonable degree of statistical accuracy, the actual shape for the segment in aggregate.


ELIGIBILITY THRESHOLD


In Decision 97-05-040, the CPUC asked workshop participants to consider whether the eligibility threshold should be set at 50kW instead of 20kW, or whether case-specific exceptions to the 20kW threshold should be provided.  The issue of segmentation will be further explored during a follow-up meeting of workshop participants on July 16, 1997.  Hence Edison does not think that a Commission action on the eligibility threshold is needed now.


Although Edison will consider the positions at other parties at this follow-up meeting, at this point we are opposed to offering load profiling to customers with peak demand between 20 kW and 50 kW.  For these customers, the cost of an hourly meter is just a fraction of their monthly bills.  In addition, if load profiling is required for this group, then additional costs may be incurred.  Since the customers in this category can install an hourly meter, they are more likely to switch between load profile and hourly meter.  This could necessitate more frequent redraws of the sample, thereby resulting in higher costs.  These additional costs should be borne by the customers in this group.


�CONCLUSION


Edison supports the appropriate use of load profiles for making direct access available to customers by January 1, 1998.  For this reason existing systems and data should be used wherever feasible.  During this interim period the UDC should be the entity who manages this process, subject to CPUC oversight.  Edison is asking the Commission to:


approve the implementation of load profiling that uses currently existing systems and data of the utilities for the interim period.


defer to further potential hearings during 1998, the examination of pending issues, such as segmentation, eligibility and load profile responsibility.


Respectfully submitted,
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�/	This accuracy-in-aggregate issue is different from the issue of whether a particular load profile is representative of individual customers within a load profiling segment.  A load profile which is perfectly accurate in representing the aggregate usage of a group of customers would not create any UFE, yet might not match the load shape of every customer in the group.  Thus, increasing the number of load profiling categories, while increasing the representativeness of load profiling for individual customers, will not necessarily reduce UFE.


�/	In general, our rate schedules conform with the 20kW threshold.  We understand that this is not the case for PG&E and SDG&E, who have determined that some screening is necessary.  For Edison, only our agriculture rate schedule PA-1 presents a problem.  About 5,000 accounts (20% of the total accounts) have connected loads above 20kW.  Due to the small number of customers, and because our load research sample reflects the usage of all PA-1 customers, we are proposing that these 5,000 accounts be eligible for load profiling at this time.


�/	ORA has correctly noted that we could create additional segments by using the stratification design in our existing samples.  However, this particular segmentation proposal will provide relatively limited improvement in load profile accuracy, as reflected in findings presented by the CEC in the workshop.
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