Sent Via E-Mail





February 25, 1998











To:	Steve Roscow, CPUC Energy Division





From:	Carl Silsbee, Southern California Edison





You asked me to provide clarification and additional information regarding some of the issues raised during the load profiling workshops last week.  Based on my notes, there were three items you wanted me to address.  If this memo isn’t responsive, or if there is additional information you need, feel free to call me at 626-302-1708.





Provide further information on the benefits of additional segmentation as discussed in Edison’s presentation.





The information handout we provided at the workshop shows the percentage of annual customer usage that is in the summer on-peak period (summer weekdays from 12:00 noon to 6:00 pm).  This measure was used as a simple proxy (rather than hour-by-hour data), since we expect summer on-peak prices to be systematically higher than prices at other times, reflecting the value of capacity.  Using residential as an example, a single class load profile would assign about 8.3% of customer usage to the summer on-peak.  If we were to move to three load profiles, for coastal, inland and desert, there would be about a 2.5% variation in the summer on-peak usage among the profiles (coastal vs. average and desert vs. average).





Once the rate freeze in over, we could reduce the cross-subsidy inherent in existing rate designs by moving to three load profiles for residential customers.  Energy prices for customers in the desert would be higher than average, and energy prices for customers along the coast would be lower.  I presented a rough calculation of the potential variation, based on an assumed one cent/kWh difference between on-peak and off-peak energy, and using an average annual consumption of 6000 kWh/yr.  Taking 2.5% of 6000 kWh, times one cent, is a potential difference of $1.50/year.  The one cent difference is based on a capacity value of $5/kw-year, which is probably reflective of the current market.  (There are about 500 on-peak hours per year).  This is obviously a very simplified example, but I think it reasonably illustrates the low current value of additional segmentation.





During the rate freeze, adding load profiling segments will not affect the prices customers pay.  Presumably, we would calculate a separate PX energy credit for each load profiling segment (rather than just one credit for each class), so the differences between segments (e.g., the $1.50/year figure noted above) would be residually reflected in CTC charges by segment.





�
Provide additional information regarding Edison’s agricultural load profiles—such as sample size, accuracy, etc.





Cyrus Sorooshian provided the following information for the five agricultural groups for which we have posted load profiles:





The sample was drawn in 1990 for the entire agriculture and pumping rate group.


The sample was designed to achieve a minimum accuracy within 10% at the 90% confidence interval at the time of annual class (i.e., agriculture and pumping rate group) and annual system peak.  The design accuracy applies to the overall rate group, and not to each of the subgroups which we are using for load profiling.


The original sample size is 601 accounts, broken down as follows:





PA-1�
320�
�
PA-2�
90�
�
TOU-PA-5�
30�
�
AG-TOU�
121�
�



An additional 40 accounts have been added to the sample for TOU-ALMP-2.


This schedule was closed in 1996.


Current sample accuracy is lower than the design accuracy due to customer migration to other rate groups, loss of the customer, metering failures, etc.  Accuracy will vary from year to year.





Provide a timeline showing why a summer 1999 implementation date for additional segmentation would be reasonable.





From Edison’s perspective, there is no reason to move forward with additional segmentation at this time.  The limited near term benefits do not justify incurring the likely level of additional costs.  None of the ESPs present at the workshop seemed to have any particular interest in proceeding with additional segmentation at this time.  Thus, the load profiling proposal we made, and the summer 1999 implementation date, should be regarded as hypothetical, and designed to explore the feasibility of additional segmentation.





The summer 1999 date was developed through discussion with several individuals within Edison regarding their opinion on what would be a reasonable commitment to make.  It was not based on a particular timeline.  In order to respond to your request, I have drafted up an illustrative schedule to show the types of activities that would be necessary for implementation of additional segmentation based on our current sample stratification.  The three primary activities that are necessary to implement additional load profiling are: (1) creating a business process to verify the accuracy of building type information; (2) modifying our billing and usage reporting systems to handle the additional rate categories that would be required;  and (3) migrating customer from existing rate schedules to the new rate categories.











Date�
Activity�
�
�
�
�
June 1998�
Assumed date for a CPUC decision�
�
July 1998 to August 1998�
Assess best approach to meeting CPUC requirements.  (See Note 1).�
�
September 1998 to November 1998�
Create a new Edison work group (manager, supervisors, staff) with responsibility for building type verification; hire staff; develop a business plan; establish a building type classification protocol; and establish work processes.�
�
December 1998 to May 1999�
Conduct verification visits (perhaps 50,000) to resolve backlog of unclassified accounts and to do a random sample of classified accounts to assess accuracy of the building type data we now have.  (Existing building type data is customer reported, and has not been formally verified.).  (See Note 2).�
�
January 1999 to March 1999�
Plan the process for migrating customers to new rate categories.  Includes development of system specifications for new billing and usage reporting procedures.  Includes development of a communication plan to notify customers of the planned changes.  (See Note 3).�
�
April 1999 to June 1999�
Implement and test new billing and usage reporting procedures; communicate changes to customers; and file tariffs to implement the new rate categories.  (See Note 3).�
�
June 1999 to   July 1999�
Migrate customers to the new rate categories and begin use of the additional load profiling segments�
�



Notes:


The schedule assumes that the best way to implement building type verification is through creation of a separate business function.  During this period, we would explore alternative approaches, such as to integrate verification activities with other business functions, to see whether less expensive approaches are practical.


This schedule assumes that existing building type information is reasonably accurate.  If this is not the case, a significant delay in implementation may be necessary.  During the delay, we would conduct additional verification, and then modify the building type load profiles to reflect the corrected classification of customers by building type, if necessary.


Billing and usage reporting system changes are not a critical path activity.  In the schedule, work on these activities has been delayed as long as possible (consistent with an overall summer 1999 implementation date), in order to limit the impact that additional segmentation would have on Edison’s support for other direct access activities.





cc:	Direct Access Website, http://162.15.5.2/wk-group/dai/lp


