








February 5, 1998





To:	Steve Roscow  





From:	Bill Bowers,  Sierra Pacific Power Co.





Re:	Market Segmentation Issues





Rather than file comments that repeat what PG&E, SCE, and SDG&E have already filed and most of which that we agree with, Sierra will emphasize how implementation of market segmentation will affect us directly.





Background





Sierra Pacific Power serves the area between the Sierra Nevada crest and the Utah border, and is its own control area.  About 6% of our system sales are in California, chiefly in the Lake Tahoe area.  Our California service territory is small both in size and number of customers compared with the Big 3.  Our service area is tourist dominated, and our major industry is hotel, motel, recreation related.  Our service area peaks in the winter (around Christmas-New Year’s), rather than in the summer with the rest of California.  We have 43,000 customers, compared with 1,000,000 for SDG&E, and 4,000,000 each for SCE and PG&E.  (Even our entire service area is small relative to the Big 3.  Sierra only has 283,000 total customers.)  About half of our residential customers are vacation homes, non-permanent residents.  We have no manufacturing industries of substantial size, minimal irrigation, and most of our customers live at elevations above 6,000 feet.





Sierra is not a member of the ISO, nor are we a member of the PX.  As a separate control area, we will have a different settlement process than the Big 3.  Sierra provides transmission services for entities in both California and Nevada.  Sierra can offer non-firm transmission from generation sources outside our control area, and firm transmission from generation sources within our control area.  ESP’s, operating through a scheduling coordinator (who will schedule transmission services from Sierra), will likely need to buy generation from within our control area.  These purchases will be done by bilateral contracts between the ESP and the generator.  As there is no PX, there is no power pool.  Also  Sierra Pacific operates in Nevada as a traditional utility at this time.  Nevada is currently in the process of implementing direct access, which is expected by December 31, 1999.  As a traditional utility, our distribution system does not schedule with our transmission system.  Thus the settlement process will differ from the California ISO/PX model.  We are in the process of implementing direct access tariffs at FERC, and scheduling coordinators will operate with Sierra under our FERC tariff (filed in accordance with FERC orders 888 and 888A).





As a multi-jurisdictional utility, we prefer to have both Nevada and California operate under similar processes. Sierra believes that ESP’s within our control area would prefer to have similar rules between the two jurisdictions to make their marketing and processing easier.  For example, one ski resort at South Lake Tahoe has service both in Nevada and California, and it is difficult to explain why one account does this, but their other account does that—other than they are in different states. 





Because of our small size, we do not expect many requests for direct access.  We expect to receive more interest when Nevada allows direct access and the size of the market would then justify marketing efforts.  


   





Sierra Responses 





1.  What kind of segmented customer categories can be created?





Sierra is concerned with the small sample problem.  Certain categories that are appropriate for the main California market, may not exist or have very few accounts within our service area.  What questions will market segmentation answer?   What problems will market segmentation solve?   As mentioned above, our service area characteristics differ from the Big 3 and if statewide categories are established, these categories may not be appropriate for us.  Much of the discussion on dynamic profiling or market segmentation focuses on minimizing unaccounted for error.  Sierra would point out that our system unaccounted for energy (output to lines less recorded sales) is larger than our California sales.  It will be very difficult to assess any error or benefit from settlement using market segmentation against the size of the “system noise”.





2.  What kind of criteria should be used in developing customer segments?





Sierra agrees with the criteria listed by the Big 3.  As pointed out in Question 1, we ask what question will market segmentation answer, and is the answer meaningful?  





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





Given the small size of our service area, both absolute and relative to size of Nevada in our control area, Sierra does not believe that market segmentation will be worth the costs.





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





As a multi-jurisdictional utility, Sierra is concerned that all customers in its control area are treated fairly between each state.  It would make little sense to require our California area to have one entity maintaining load profiles or segments, and Nevada having another.  Our FERC tariff only requires that the local regulatory body approve the load profiles used for transmission settlement.  Bilateral contracts for purchase of generation between producers and ESP’s will govern the settlement process for load purchases.  





Sierra is concerned that the SCE proposal for a neutral body would not  work in our control area.  First because of our small size in California, second because of two state jurisdictions.





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





Sierra would propose different segments due to our service area characteristics than would be appropriate in the service areas of the Big 3.  These characteristics are discussed in the background section above.  Sierra is concerned with the small sample size or total population problem for certain categories.  





Sierra has the same issues such as existing sample design, or stratification as the Big 3.





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





Sierra has filed our comments in December.  Because of the small size of our service area both in the number of customers, and in relation to Nevada, and due to the differences between the ISO/PX and Sierra, we proposed to wait until we could assess the need for dynamic profiling.  





Currently we are in the process of setting new samples in California.  Given the type of technology and sample sizes required, it would be at least a year until we could implement dynamic profiling.  Sierra questions whether the benefits of dynamic profiling will exceed the costs given size of the customer base and the settlement process that parties will use in our control area.  Again,  Sierra is a separate control area, and not a member of the ISO.  Scheduling coordinators will be settling with Sierra as a transmission provider for both their customers in California and with other users of the transmission system in Nevada.





Sierra assumes that if the CPUC orders dynamic profiling, that the costs will be borne by our California customers.  The Nevada PUC has not authorized the use of market segmentation or dynamic profiling for settlement.  








