Before

The Public Utilities Commission of Ohio

In the Matter of the Commission’s Review
)

of Time-Differentiated and Dynamic
)

Case No. 12-150-EL-COI

Pricing Options for Retail Electric Services
)

Comments of Direct energy services, llc

and direct energy business, llc


Joseph M. Clark

6641 North High Street, Suite 200

Worthington, Ohio 43085

Telephone:  (614) 781-1896

Telecopier:  (812) 492-9275

jmclark@vectren.com

April 11, 2012
Attorney for Direct Energy Services, LLC and Direct Energy Business, LLC
Before

The Public Utilities Commission of Ohio

In the Matter of the Commission’s Review
)

of Time-Differentiated and Dynamic
)

Case No. 12-150-EL-COI

Pricing Options for Retail Electric Services
)

Comments of Direct energy services, llc

and direct energy business, llc

I. Introduction

On January 11, 2012, the Public Utilities Commission of Ohio (“Commission”) issued an Entry in this docket to explore several issues related to time-differentiated rates and dynamic pricing options for retail customers.  Direct Energy Services, LLC and Direct Energy Business, LLC (collectively, “Direct Energy”) applauds the Commission for exploring this important topic as the competitive retail electricity market evolves and matures every day.  Direct Energy supports making every effort possible to ensure that customers receive the best return on investment in terms of a more efficient grid, new products, innovative ways to save, and at the end of the day lower supply costs by utilizing technological capabilities.  Customers with smart meters can only see the full return of these benefits if both electric distribution utilities (“EDU”) and certified retail electric suppliers (“CRES”) can leverage the information and insights from smart meters to make relevant product offerings to all participating customers.  Direct Energy respectfully submits its comments for the Commission’s consideration.

II.
Pricing Options

Paradigm Shift

In its Entry (pages 2-3) opening this docket the Commission posed several questions for commenters to provide their input regarding pricing options for customers to take advantage of time-differentiated rates or dynamic pricing.  The Commission’s questions in this section of the Entry ask (among other things) how Ohio’s EDUs can offer time-differentiated rates or dynamic pricing.  Direct Energy respectfully submits the Commission’s questions largely seek to work through the wrong paradigm.  The Commission’s overarching framework for time-differentiated rates or dynamic pricing should rely on the competitive market rather than Ohio’s EDUs.  Direct Energy also encourages the Commission to expand its approach to include any competitive retail electricity products that offer customers options to control their electricity costs and not limit the discussion solely to time of use products.  These products exist in Pennsylvania and Texas today where customers are seeing products that rely on smart meters but are not solely time of use. The Commission should shift its focus to identifying barriers to products and facilitating the ability to bring any type of dynamic or innovative offerings by CRES.  

Direct Energy believes that EDUs should not be involved in the part of this equation related to enrolling customers on time-differentiated rates or dynamic pricing.  Instead, EDUs should be focusing on maintaining the network and being an effective service provider to CRES so that the CRES can be more effective in serving end-use customers.  EDUs should also be tasked with providing easy access to the usage data coming from the smart meters on as close to a real-time basis as possible so that CRES can offer not only time-variant pricing but  other pricing options to customers.  EDUs also need to be precise and documented with business rules on data validation.
  

The competitive market will drive innovation and will provide customers with options that best suit their needs.  CRES will be compelled to provide innovative and price-competitive solutions in order to acquire and retain customers.  The competitive market is incentivized and will do that for consumers in a more efficient and cost-effective manner than an EDU using rate-payer funds.  To the extent a utility offers any piloted programs they should be bid out to CRES to provide the actual service and ensure system coordination, should not require a customer to remain on the EDU service but be free to switch at anytime, and be used only to test smart meters and systems to ensure they will function in order to facilitate a broader roll out across the service territory.  

Barriers for CRES Offerings

The most effective way to enable the success of these pricing structures is to remove barriers for CRES to offer time-differentiated rates or dynamic pricing.  The most significant barriers include the limited numbers of smart meters, inflexible billing systems and access to customer data.

EDUs should be encouraged and incented to move quickly in their installation of smart meters across the entire service territory.  In addition, to the extent the EDU billing system is unable to bill smart meter data, that should not act as a reason for the utility to refuse access to the raw data for a CRES who has the ability to use the data to create pricing options which may work within the existing utility bill system or on a dual bill basis.

Specifically as it relates to billing systems, Direct Energy believes the single most important thing the Commission could do to increase creative and innovative products and remove barriers to such products is to facilitate the option of supplier consolidated billing (“SCB”).  In this scenario the EDU sends consumption data to a CRES and the CRES performs the billing and collections functions for both the CRES and the EDU.  A CRES performing this function would also have the authority to instruct the EDU to suspend service to customers for non-payment.  The payment structure could be implemented in several ways and these options include: keeping the existing payment priority established by the Commission; shift collection to the EDU but assure EDU of payment through a purchase of EDU receivables agreement with the CRES; or the EDU would continue to purchase the receivable from the CRES similar to Duke’s approach today. 

EDU billing systems were not designed to provide the flexibility necessary for CRES to quickly place competitive solutions in the marketplace.  The EDUs are certainly not at fault – they built billing systems that handle the very few configurations for rates that needed to be charged under a regulated monopoly system for generation service.  However, these legacy systems are ill-equipped to provide the necessary flexibility and quick turnaround within a reasonable cost that CRES need to offer innovative products and services such as time-differentiated rates or dynamic pricing.  

Placing the SCB opportunity into the hands of CRES and sending clear signals that the Commission will allow the market to flourish without regulatory intervention or manipulation will create a launching pad by which time-differentiated rates or dynamic pricing options from CRES could quickly accelerate.  This type of regulatory certainty would incent and provide CRES the necessary assurances to move forward in bold ways to serve customers. This regulatory certainty might also give CRES the confidence to build for themselves the billing systems necessary to quickly bring these types of products to the market rather than rely on a re-programming of EDU systems.  Re-programming of EDU systems often times take a year or more to complete while simultaneously dampening the competitive advantage of a product because an EDU requires such capabilities to be made available to all other CRES for use.  In addition, if a CRES were to build its own billing system, the CRES would bear the cost of programming products which may be unsuccessful or upgrading products to keep pace with consumer tastes.  SCB would provide all of these benefits while simultaneously allowing customers to continue to receive the convenience of only one bill for generation, transmission, and distribution services.

Other Issues

The Commission should ensure that the EDUs are building a robust network that enables near real-time access to data by the CRES if true “dynamic” pricing is to be offered by CRES.  The more dynamic and sophisticated the technology installed along with greater real time access will result in more innovation and investment by CRES.  

Also, customers with smart meters can only see the full return of these benefits if both EDUs and CRES can leverage the information and insights to make product offerings to all participating customers.  This would imply that the EDU should have an open access policy on who has the technology and who does not in their territory.  In essence, an EDU should be directed to share which customers within its territory owns the technology through customer marketing lists made available to CRES.  Until smart meter penetration reaches 100 percent, knowing where the EDU has already installed the devices is a critical piece of information for ensuring that customers get access to offers from CRES that are designed to take advantage of advanced metering functionality.  Processes should also be put in place for easy provisioning of devices by CRES or consumers.  Any rebates or programs for smart appliances, thermostats, home energy management devices, or other similar devices should not restrict customers to only receiving the product from the EDU but allow for the customer to choose the product that fits their needs on the open market.  

Additionally, the Commission should reduce complexities around meter multipliers.  Meter multipliers could reduce some of the advantages of having AMI in the first place.  If the multiplier is too large you begin having timing delays, no insights into real time activity, and the possibility that a few products could not be offered to this segment of population.  

Finally, if field tests are to be conducted, the actual testing as well as the results should be open to CRES since we are the ones who will ultimately deliver solutions to end customers.  

Customer Education

Direct Energy believes, consistent with relying on CRES to put dynamic pricing and time-differentiated pricing into the marketplace, that the bulk of education on time-variant rates and technology-based solutions will be done as part of the marketing by CRES.  CRES will necessarily be educating customers in order to drive shopping customers towards their solutions.  Clear orders from the Commission indicating its intent to allow the competitive marketplace to work will give CRES the confidence to invest significantly in customer education regarding these products.  One of the major benefits of smart meter deployments is the ability to provide “energy insights” to consumers.  CRES will likely provide this type of information via lower cost channels (email, web, smart phones) for free as they have done in the other smart meter markets like Texas and California.  In the context of the competitive marketplace paradigm recommended by Direct Energy, educational materials provided by EDUs focused solely on EDU products and not on competitive offerings would be unnecessary and would diminish the value that the CRES will bring in educating customers through their marketing and sales processes.  


The Commission, Consumers Counsel and EDU’s must work with CRES to ensure customers understand the value of the product chosen.   Too often a comparison to utility default rates are used as an example of a product not saving customers money when in fact the value with these types of products comes in different forms.  For example, Direct Energy currently has products that offer free Saturdays or, most recently, a free day of the week that the customer chooses. Is a product which charges higher prices during peak times to encourage load shifting to free days of the week a poor choice if the price per kWh is higher than the utility?  Or is it in fact a better choice because the customer can reduce their overall bill by controlling the time they use the most energy and reduce need for new generation?  

The same is true for Direct Energy’s pre-paid products available in Texas.  This product allows the customer to pay ahead for energy and in return they will receive text messages or alerts in the form the customer chooses as their pre-paid amount is used.  The advantage is the customer can make real time energy decisions to control the amount they will pay each month rather than wait for an unknown amount on their electricity bill next month with no ability to go back and make a change.  Again, on a per kWh basis the price may be higher, but the overall value could lower the customers total energy costs.  If the only education the customer receives is how to compare the suppliers price to the per kWh of the utility the fate of these products is doomed.  It is important that any entity offering consumer education provide a comprehensive education and not a single minded focus on comparison to utility default pricing.

III.
Bill Comparison Application


The Commission’s Entry (at page 4) poses several questions related to the development of a bill comparison application.  Direct Energy believes that a simple calculator on a price comparison site with some basic information input by the customer could be very effective with far less cost and security concerns that are implicated by privacy protections associated with more complicated systems.  Making a secure site for price comparison could be overkill at the current time – not to mention the question of how to address the issues raised above on total value.  There will be opportunities to further discuss the need and efficacy of more detailed price comparison sites once these products gain greater footholds in the marketplace and customer demand for such bill comparisons can be gauged.  Currently Texas and Illinois have price comparison websites that have gone through a number of evolutions (www.powertochoose.com and www.pluginillinois.com) that could be a model for a starting point for a price comparison site in Ohio.  The key point for these sites is the ability to compare CRES provider offers side by side and a CRES ability to change product offerings quickly.  In Illinois the CRES can log in and control offers at anytime versus the current Ohio apples-to-apples chart which is only updated weekly. The Texas and Illinois websites focus on customer ability to see the total value of the product they are choosing and not just a comparison to the utility default price.

IV. Conclusion

Direct Energy respectfully submits these comments and looks forward to working with the Commission to develop an appropriate path forward that relies on the competitive marketplace to deliver time-differentiated rates or dynamic pricing to Ohio customers.
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� Every hour should be defined (actual or estimated).  If consumption data is estimated the business rules on profile estimations should be made public.  Further, if advanced metering infrastructure (“AMI”) is to run in parallel with summary information then rules would need to be in place to reconcile between differences and not confuse customers who may be receiving AMI priced products from a CRES and summary priced distribution products from the EDU.  For example, if a summary number is provided then it should reconcile to the sum of all the separate intervals for the same time period.  This is to protect the consumer and reduce concerns and discrepancies between EDU and CRES.
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