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Date:	May 27, 2009
To: 	Mr. Jay Evans, City Manager
From:	Paul Kalv, Electric Director
Subject:	Proposed Load Reduction Credit Rider

Executive Summary

Expanding on the previously approved use of existing City-owned emergency generation to reduce the “demand” component of our monthly FMPA power supply costs, the use of customer-owned generation provides the same opportunity to lower the City’s power supply costs.  Staff proposes to partner with customers that have and would be willing to operate existing customer-owned emergency generation during high demand periods to reduce our monthly FMPA power supply costs and the savings would be shared with the customer whose actions created the power supply cost savings. 

Staff Recommendation

Staff recommends the City Commission favorably consider the proposed strategy and the development of a Load Reduction Credit Rider rate option available for customers taking service under the General Service - Demand rate schedule.

Introduction

In the staff report recommending the retrofit of City owned emergency generators to reduce wholesale power supply costs, one of four additional strategies mentioned in “future actions” was offering interruptible, curtailable, and coincident peak rates for large commercial and industrial customers.

The proposed Load Reduction Credit Ryder rewards large commercial and industrial customers for load reduction during the City’s coincident-peak billing hour each month.

Analysis

The concept and potential wholesale power supply cost benefit to the City presented in the retrofit of the City-owned emergency generator project and this proposed Load Reduction Credit Rider are equivalent.  The value of each Demand kW saved is the same without regard to the actions taken to create the kW saved.

In this proposal, the City proposes to notify those customers that subscribe to the Load Reduction Credit Rider rate option of the days and hours during which to exercise their emergency generators.  The City has no financial obligation in the transaction and the power supply cost savings are shared equally with the customer.

Staff has contacted the Central Florida Health Alliance, Embarq, and Publix Supermarkets and all have expressed an interest in learning more about the proposed Rider.  At current FMPA Demand rates it is anticipated that all will participate if the Rider is approved.  Also, at current and projected FMPA Demand rates, a compelling case can be made for customers to procure additional customer-owner emergency generations funded principally by the proposed load reduction credit.

The following example outlines the anticipated savings as proposed. 

Example of a Load Reduction Credit

Customer Average Daily Non-Coincident Demand:		 2,500 kW
Minus Customer Coincident-Peak Period Demand:		-1,000 kW
Customer Coincident-Peak Load Reduction (kW): 		 1,500 kW

FMPA Adjusted Rate for Demand Charges: $18.00/kW
Load Reduction Credit Rate:			$ 9.00/kW

FMPA power purchase savings to the City:	1,500 kW x $18.00/kw = $27,000
Customer Load Reduction Credit:		1,500 kW x $  9.00/kw = $13,500
Savings retained by City			1,500 kW x $  9.00/kw = $13,500

Staff recommends that the effects of this project and similar proposed projects remain Revenue Neutral as they relate to Leesburg Retail Rates.  Staff recommends that the savings retained by the City accrue in a Reserve Fund for funding additional cost effective conservation and demand response projects.

Because the monthly Coincident-Peak Period and the FMPA Adjusted Rate for Demand Charges are not generally known until the 10th day of the following month, staff recommends applying the Load Reduction Credit earned in each month to the following month’s billing statement.

Staff will continue to develop opportunities for power supply cost savings in the following areas:

1. Residential load management previously discussed as part of the Smart Meter project;

1. Load Management Systems for municipal facilities with strategic operation of motors, HVAC, and other equipment at wells, water treatment plants, wastewater treatment plants and office buildings;

1. Interruptible, and curtailable rates for large commercial and industrial customers; and

1. Voluntary load reduction through public awareness.
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