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�INTRODUCTION


On July 25, 1997, Southern California Edison Company (Edison), Pacific Gas and Electric Company (PG&E) and San Diego Gas and Electric Company (SDG&E), referred to herein as the Utility Distribution Companies (UDCs), jointly reported on the results of the July 16, 1997 workshop on load profiling eligibility for customers with peak demands between 20 kW and 50 kW (Workshop).  The UDCs took somewhat different positions on whether such customers should be eligible for load profiling.  In these comments, Edison describes why load profiling eligibility should not be extended to all or any sub-category of customers with peak demands above 20 kW at this time.


Although the likely customer savings from direct access, and the costs of hourly metering for direct access customers remain uncertain, available analyses strongly suggest that the majority of customers with peak usage between 20 kW and 50 kW can readily afford hourly meters.  For these customers, hourly metering �
should be a requirement to engage in direct access transactions, due to the limitations and inaccuracies associated with using load profiles to estimate hourly usage.


A group of parties referring to themselves as the Joint Proponents,�/ have proposed an exemption for low-load factor customers between 20 kW and 50 kW peak usage.  The Joint Proponents assert that these customers are the least likely to be able to afford hourly metering.  However, these low-load factor customers generally have the highest cost of electricity, since they use proportionately more energy in high-cost peak hours than high load factor customers.  Allowing these customers to engage in direct access through load profiling would confer an unfair double advantage.  These customers would be able to purchase power at an unbundled price, thus receiving any savings resulting from direct access.  At the same time, they would continue to receive a subsidy from other customers in their rate class through use of a class average load profile to establish the shape of their consumption pattern.


Extending load profiling eligibility to customers above the current 20 kW threshold also increases the potential for CTC “leakage.”  (CTC leakage occurs when a customer can exploit differences between direct access and bundled service tariffs to effectively bypass a portion of the customer’s CTC obligations.)  CTC leakage will either extend the date when CTC obligations are fully paid off, which will shift costs to those customers unable to exploit CTC leakage opportunities, or will unfairly burden utility shareholders with additional CTC obligations.


For these reasons, Edison recommends that the Commission retain 20 kW as the threshold for determining which customers are eligible to use load profiling to engage in direct access transactions.


�MOST CUSTOMERS WITH PEAK USAGE ABOVE 20 KW CAN AFFORD AN HOURLY METER


The cost-effectiveness of hourly metering involves a trade-off between the potential savings from engaging in direct access transactions, and the cost of the necessary direct access metering.  At the workshop, Edison presented Figure 1, which shows the cost-effectiveness break-even line for customers with various peak kW usage levels and load factors, based on available cost and savings estimates.�/   Hourly metering is cost-effective for customers above the break-even line, since customers above the line consume enough electricity that direct access savings exceed the $15 per month cost of direct access metering.  Based on this analysis, most of Edison’s medium commercial customers (rate schedule GS�2) will be able to afford hourly metering.�/  Edison has approximately 100,000 GS�2 customers, and about 70,000 of these customers are below 50 kW peak usage.  Only about 18,000 of these customers fall below the break-even line.


�


As the Commission has recognized, load profiling is inferior to the use of hourly meters since it necessarily involves developing average load shapes that do not reflect individual customers’ actual usage.�/   In addition, load profiling interferes with customers’ ability to respond to price signals.  Thus, the Commission should require the use of hourly meters where feasible.


�THE JOINT PROPONENTS PROPOSAL TO ALLOW LOW-LOAD FACTOR CUSTOMERS TO USE LOAD PROFILING FOR DIRECT ACCESS TRANSACTIONS IS INAPPROPRIATE


The Joint Proponents proposed customers with peak usage between 20 kW and 50 kW and annual consumption below 200,000 kWh be exempt from hourly meter requirements, allegedly to provide an exemption for low load factor customers.  Providing an exemption for customers based on load factor is simply not appropriate.  In general, high load factor customers subsidize low load factor customers since high load factor customers cost less to serve.  Figure 2 illustrates this effect.  Most of a low�load factor customer’s usage is at on�peak times when prices are high, so the average cost is higher.  The reverse is true for a high�load factor customer.   Since proportionately more usage is off peak, the average cost for a high�load factor customer is lower.�/


�


With a load profiling threshold of 20 kW, low load factor customers above 20 kW would be required to give up their existing cross-subsidy by installing an interval meter in order to take advantage of direct access opportunities.�/.  Staying on load profiles keeps the subsidy.  While the financial interests of these customers is obvious, there is no policy justification for allowing low load factor customers to continue to receive cross-subsidy benefits from load profiling while gaining the advantage from direct access.  If the Commission were to adopt an exemption for low load factor customers, it should direct the utilities to create one or more separate load profile segments for these customers as soon as practical, to mitigate the extent of cross-subsidies.


Even if it were appropriate to provide an exemption for low load factor customers, the Joint Proponents’ proposal is fundamentally flawed because the criterion of 200,000 kWh per year vastly exceeds any reasonable definition of a low-load factor customer.  For instance, a 100% load factor customer with 20 kW peak usage -- hardly a “low load factor” customer -- would only use 175,000 kWh each year.  With the 200,000 kWh criterion, 98% of Edison’s GS�2 customers below 50 kW would qualify for the exemption.  Therefore, the proposal of the Joint Proponents is tantamount to a general exemption, not a limited one.  This is well beyond the original scope of the Direct Access Decision D.97�05�040 “to consider allowing the development of specific load profiles to include some customers whose maximum demand is at or above 20 kW or below 50 kW.”�/ 


Implementation of Joint Proponents’ 200,000 kWh exemption would create additional costs, since many of the customers who can afford the hourly meter are likely to be switching between the load profile and hourly metering.  The additional costs the result from the need for additional load research meter redraws, necessary to update the load shapes for that rate class.  These costs will then be borne by all customers in this rate class.


�CTC LEAKAGE CONCERNS


At the workshop, Edison expressed a concern that expanded load profiling eligibility would increase our risks of fully recovering CTC, should the Commission �
adopt CTC recovery or PX credit rules that create loopholes, allowing customers to bypass full payment of CTC obligations.  We refer to this as CTC leakage.  Expanded use of load profiling may add to the risks of CTC leakage.


If CTC leakage occurs, then the time period over which Edison recovers its CTC is extended.  This results in cost shifting between those customers who take advantage of CTC leakage, and those who continue to pay CTC over a longer period.  CTC leakage may also prevent UDCs from fully recovering CTC during the transition period.


�cONCERNS REGARDING METER AVAILABILITY


Some parties have raised concerns that a lack of direct access capable meters could prevent customers who are ineligible for load profiling from engaging in direct access transactions in a timely manner.  These concerns are exacerbated by UDC direct access filings that project relatively limited capacity to install direct access capable metering at existing staffing levels, and a concern that metering standards for third party suppliers may not be approved by the end of this year.


Since there is considerable uncertainty as to the level of direct access subscription and the capacity of the market to supply metering, it would be premature to provide any exemptions to the 20 kW load profiling threshold to address meter availability concerns at this time.


If an extensive meter installation backlog develops (e.g., a 90�day or more queue), Edison is committed to take all reasonable steps to clear the backlog.  Our first choice would be to expand installation capacity, such as by adding additional installation crews or accelerating the development of metering standards.  If this is not possible, we believe that a temporary load profiling exemption, limited to customers who have submitted a request to us for installation of a direct access meter, would be appropriate.�/  However, development of specific backlog reduction plans should not take place until there is a clearer expectation that a backlog may develop.


�conclusion


The Commission should not take any action to extend load profiling eligibility beyond the existing 20 kW threshold at this time.  In our Comments on the June 16, 1997 Load Profiling Report, Edison recommended that UDCs proceed with their proposed load profiling implementation plans now so that direct access implementation on January 1, 1998 is not jeopardized.  Any further consideration of load profiling methodologies should be deferred to a proceeding in 1998.  The Commission should similarly defer consideration of expanded load profiling eligibility.


Respectfully submitted,
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I hereby certify that, pursuant to the Commission’s Rules of Practice and Procedure, I have this day served a true copy of �styleref "zTitle" \* charformat \* upper�COMMENTS OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E) ON THE SUPPLEMENTAL LOAD PROFILING REPORT OF JULY 25, 1997� on all parties identified on the attached service list.  Service was effected by means indicated below:


(	Placing the copies in properly addressed sealed envelopes and depositing such envelopes in the United States mail with first�class postage prepaid (Via First Class Mail);


(	Placing the copies in sealed envelopes and causing such envelopes to be delivered by hand to the offices of each addressee (Via Courier);


(	Transmitting the copies via facsimile, modem, or other electronic means (Via Electronic Means).


Executed this 8th day of August, 1997, at Rosemead, California.


______________________________________________�Susan Quon�Case Coordinator�SOUTHERN CALIFORNIA EDISON COMPANY
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�/	Department of General Services, SPURR-REMAC, Office of Ratepayer Advocates, California Retailers Association and the California Farm Bureau.


�/	The assumptions regarding direct access savings reflected in Figure 1 (10% savings off an average PX price of 2.4 ¢/kWh) were based on June 2, 1997 comments distributed by the Department of General Services.  At the July 21, 1997 workshop, a DGS representative suggested a lower savings percentage would be more realistic, which would raise the break-even line.  The assumption regarding the cost of hourly metering, $15 per month, is somewhat higher than what Edison filed in its exemplary direct access tariff on July 21, 1997.  At the workshop, a meter manufacturer suggested that metering costs would fall well below $15 per month, which would lower the break-even line.  Although any attempt to forecast an actual break-even line is speculative, we believe that Figure 1 is generally reflective of many parties’ expectations.


�/	In Edison’s comments on the June 16, 1997 Load Profiling Report, we suggested that additional load profiling segmentation (e.g., disaggregation of load profile categories below the rate category level) could be determined in a proceeding in 1998, and we suggested principles that would guide the establishment of additional load profile segments.  If such segmentation proposals involve end-use customer categories, such as schools, it may be appropriate to consider case specific inclusion of customers with peak usage between 20 kW and 50 kW in such segments.


�/	D.97-05-040 at 36, 41 and concurring Decision of P. Gregory Conlon at 2.


�/	During the rate freeze, it may or may not be beneficial for a high load factor customer to install hourly metering to take advantage of this lower cost to serve, depending on how CTC and PX credits are determined.


�/	We note that one meter manufacturer has begun a major advertising campaign to offer direct access capable meters to customers in California.


�/	D.97-05-040 at 36.


�/	PG&E and SDG&E would offer customers between 20 kW and 50 kW an opportunity to engage in direct access transactions for one year, to address concerns that there may be inadequate capacity to meet customer demand for direct access�capable meters in 1998.  (This offer is contingent on the Commission’s adopting favorable rules regarding CTC recovery, such as use of a residual CTC calculation).  This is an unfortunately extreme response to a potential problem that may never materialize.  Moreover, allowing some customers to engage in direct access transactions through load profiling in 1998, then requiring these customers to revert to full utility service in 1999 seems particularly ill-considered.
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