PG&E’s ANSWERS TO QUESTIONS ON LOAD PROFILE SEGMENTATION





Q1.	What kinds of segmented customer categories can be created?





A1.	Methods for dividing customers into homogeneous groups are varied.  Segmentation alternatives include: by rate schedule, by usage, by climate zone, by demand and voltage level, by appliance mix, by all-electric versus gas & electric, by dwelling type, by Standard Industrial Classifications (SIC), by ESP, or by multi-site customer.  PG&E currently has 26 load profiles which correspond to PG&E’s electric rate classes used for marginal cost allocation.  These rate schedule profiles should not be further segmented without some general consensus on load profiling methodology.  That is because the choice of methodology impacts the complexity and costs of implementation, as well as the potential benefits of further segmentation.  





Assuming PG&E’s implementation plan remains in place, the first place to look for segmentation opportunities is the load research strata.  PG&E uses stratification within each rate schedule to increase the sample’s accuracy.  Stratification is a process in which characteristics of a population, like average usage or climate zone, are used to improve accuracy and decrease bias within the sample estimates for the class.  Where there are sufficient sample points to maintain accuracy in each strata within a rate schedule, new load profile segments could be developed.  Otherwise, the sample for the strata must be supplemented with additional sample points until the necessary accuracy threshold is met.








Q2.	What kind of criteria should be used for developing customer segments?





A2.	As stated in the June 16, 1997 Load Profile Workshop Report, further segmentation can be considered, subject to the following criteria:


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.


The load profiles resulting from the particular segmentation scheme should be subject to consistent application in determining PX credits and charges, CTCs and ISO/PX settlements.


Customer eligibility must be readily verified to minimize enforcement burdens.


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





Q3.	Are segmented rate categories justified by the differences in the cost of serving these different customer segments?





A3.	Because residential load shapes in PG&EÕs service territory are similar across climate zones, usage levels, and dwelling types, the level of segmentation required to surface generation cost differentials is not likely to be cost-justified. This conclusion was shared by the California Energy Commission.  Absent significant increases in sample points and the incurrence of sizable meter installation and meter reading costs, there is no evidence to suggest that further segmentation leads to more accurate profiles and to reductions in UFE.





The specific design elements of load profiling methodology drive implementation costs and timing.  The critical design elements are: 1) the desired level of profile accuracy; 2) the resulting sample design; and 3) the integration of those elements with existing metering and billing systems.  Absent any experience from a working marketplace and information concerning the amount of UFE being allocated to market participants, acting now to establish new market segments effectively pre-judges the outcome of the settlements process and is likely to result in bad investment policy.





Q.4	Are the UDCs the appropriate entities to develop the segmented customer groups, or should others be permitted to develop the load profiles?





A4.	The issue of who develops load profiles is impacted by:


jurisdiction - who can authorize specific profiles,


the need for oversight/verification procedures,


the cost of load profiling, and


the need to develop explicit procedures and standards that would apply to entities performing third party load profiling.





According to the current ISO tariff, the ISO will require that settlements for customers without interval meters be based on load profiles approved by the applicable local regulatory body.  PG&E believes that a single entity in each service territory should administer direct access load profiles, subject to CPUC regulatory oversight.  At least initially, that entity should be the UDC.





There are three problems that arise when other entities begin developing additional load profiles. The first is the "churning" effect created when customers switch between the UDC and ESPs, or between ESPs. Even with a significant increase in the frequency with which load research samples are redrawn, customer migration between ESPs will result in a systematic loss of accuracy in the load profiles..  The second problem is that there are no existing procedures to verify the accuracy of a non-standard load profile.  Without such procedures, load profile gaming and fraud become real possibilities. Finally, requirements for sampling accuracy, independence of the sample selection process, and frequency of redrawing samples need to be prescribed by that independent regulatory entity before authorizing others to create their own profiles.





Q5.	How should sample metering be modified to accommodate additional load profiling segments?





A5.	There are two approaches which could be integrated into sample metering plans which would accommodate additional segments. The first would be to build off the existing stratification framework.  In other words to focus new sample metering on supplementing strata from the existing frame to achieve the desired accuracy for a specific strata.  The second option would be to move from optimized to simple random sample allocations within customer class.  The later approach would be the most expensive given the higher sample requirements for the same level of accuracy however the flexibility in segmenting the target rate group would be significantly enhanced.





Under current load research practices, PG&E will periodically redraw its load research samples and redeploy its sample meters in response to customer turnover and customer migration to hourly meters.  The objective of re-sampling should be a level of accuracy that adequately reflects the energy usage patterns of the customers in each segment.





The need for additional segmentation should be evaluated on the basis of a reasoned cost-benefit analysis and a pre-determined load profiling methodology.  It would be premature to develop a sample metering plan before additional segments are defined.





Q6.	What timelines are proposed for instituting segmented dynamic load profiles?





A6.	One of the tenets of load profile application is that the same load profiles should be used for determining settlements charges and PX credits. For each additional load profile, a new bill calculation algorithm will be required to determine the PX credit for customers on that profile.  Given the backlog of other systems modifications for Direct Access, the earliest PG&E could implement additional segmentation is during the second half of 1999.





