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l. INTRODUCTION

The Public Utilities Commission of Ohio (“PUCO” 8€ommission”) has invited
comments regarding the health, strength and vjtafiOhio’s retail electric service
markets, which means this case is about servinmteeest of Ohioans regarding their
electric servicé. In that entry the PUCO noted that sufficient tings passed since the
passage of Amended Substitute Senate Bill 3 (“SBr31999, in which R.C. Chapter
4928 was enacted, and Amended Substitute Sen&22Ri(“SB 221”) in 2008 (which
continued the deregulation process) to evaluateithkty of the competitive retail
electric service markefs.The provision of electric service is of great orance to all
residential customers who take service from Ohiaisous Electric Distribution Utilities
(“EDUSs” or “utilities™). The Office of the Ohio Qusumers’ Counsel (“OCC")
appreciates this opportunity to provide commentghacritical matter for residential

electric service consumers and for Ohio.

! Case No. 12-3151-EL-COI, Entry at 2 (December20d2).
1d. at 1.



Il APPLICABLE LAW
In 2008, SB 221 significantly altered R.C. Chapt@28. The PUCO described
the revised Chapter 4928 as providing a roadmaggfiation in which specific
provisions were put forth to advance state poliofesnsuring access to adequate,
reliable, and reasonably priced electric service@context of significant economic and
environmental challengésThe state policies to which the PUCO was refgriere
among the 14 policies listed in R.C. 4928.02 -iqied that have remained largely in
place since 1999. Included within the state pediare provisions:
. To ensure customers have available adequate, |eel&dde,
effici_ent, non-discriminatory, and reasonably pdietectric
service;
. To ensure the availability of unbundled and combplaraetail
electric service that provides customers with opgito meet their

needs;

. To ensure diversity of electricity supply and sugd giving
customers choice of retail electric service; and

. To ensure effective competition.

R.C. 4928.06 makes these policies more than anstateof general policy objectives.
R.C. 4928.06(A) imposes upon the Commission a 8petity to “ensure the policy

specified in section 4928.02 of the Revised Coddfectuated.”

Il. COMMENTS

1. GENERAL COMMENTS

As a general matter, while retail electric Chdies existed since 2001, OCC

notes that Ohio’s retail electric market is in eifnt stages of development for each of

% Duke Energy Ohio, Case No. 11-3549-EL-SSO, etadinion & Order at 6 (11/22/11).



Ohio’s major Utilities. And, only within the paf#w years have customers throughout
the state actually exercised their right to purehtgir electric generation services
directly from a retail electricity Marketer. Althgh electric Choice has existed for some
time, only in the past few years have Marketergesgjvely pursued the residential
market. Customers continue to have the abiliggurchase their electricity through their
Utility at the Standard Service Offer or “standaftéer.”

Ohio consumers are at different stages of bengf(tin not) from the historically
low prices for energy. Under law, consumers cdaddefit from a market-based standard
offer and from offers from Marketers who would haweeompete against the market-
based standard offer. But under Ohio law and PU&fDlation, consumers essentially
are dependent upon Ohio’s electric utilities foress to market-based standard offers.

FirstEnergy and more recently Duke Energy Inc. KB\ have delivered the
benefits of market-based standard offers to consuntgut Dayton Power & Light
(“DP&L") and AEP have denied Ohioans the low pricdshe current market. That is
unfortunate. FirstEnergy has used a market-baseitba to establish the standard offer
price since June 1, 2009Duke has had two auctionsOn the other hand, AEP Ohio
and DP&L have not yet had any.

Therefore, the vitality of the electric marketsaighout Ohio differs. Duke and

FirstEnergy customers are benefiting from the niamkigh access to a market-based

* In the Matter of the Application of Ohio Edison Gmamy, The Cleveland Electric llluminating Company,
and the Toledo Edison Company for Authority to Blé$h a Standard Service Offer Pursuant to Section
4928.143, Revised Code, in the Form of an Ele&ecurity PlanCase No. 08-935-EI-SSO, Second
Opinion and Order at 8 (March 25, 2009).

® In the Matter of the Application of Duke Energy @Hic. for Authority to Establish a Standard Seevi
Offer Pursuant to Section 4928.143, Revised Codiane Form of an Electric Security Plan, Accounting
Modifications, and Tariffs for Generation Servi€ase Nos. 11-3549-EI-SSO et. al, Opinion and Catle
9 (November 9, 2011).



standard offer. In contrast, DP&L and AEP Ohiotou®ers are not benefiting from the
electric market to any great degree, because theyptlhave the choice to purchase their
electricity through a market-based standard offévus, it is premature to attempt to
judge the health/strength/vitality of Ohio’s reteléctric service markets with this uneven
and incomplete data.

OCC believes that it is necessary to have furtkpegence for each local Utility
before we can reach any conclusions regardingubeess or failure of the auction
process. Further, going to market for the standéet should not be timed to the
utilities’ advantage when market prices are higirdnigh; rather, consumers should be
receiving the benefit of the market right now iargtard offers when market prices are
low.

Finally, silence of an issue or not responding tuastion should not be viewed
as agreement on the part of OCC. Rather, OCCuesdne right to respond to any issue
raised by another party in Reply Comments.

2. MARKET DESIGN QUESTIONS

A. Does the existing retail electric service markedesign present
barriers that prevent customers from obtaining, andsuppliers
from offering benefits of a fully functional compettive retail
electric service market? To the extent barriers exst; do they
vary by customer class?

While one of the main premises of SB 221 is tostghe development of
competitive electric generation markets for retagtomers, this is not the end-all
purpose of SB 221. Rather the law requires “realslyrpriced electric retail service” by
providing customers with the tools and opportusit@ achieve such reasonably priced

rates. Competition should be a means toward tigtweith the benefits of competition



flowing to customer§. Reasonably priced electric service for custorsbmild be the
goal.

Retail electric customer Choice is a means toghdtof reasonably priced
electric service. Retail electric customer chaieans customers can choose from any
number of options that may permit them to obtaasomably priced retail electric
service. Customers may choose to shop and reeksuic service from a Competitive
Retalil Electric Service (“CRES”) supplier commoulgscribed as an electric Marketer.
Within this option, customers have the alternatiselecting from any one of the many
different electric Marketers.

A second alternative available to residential con&lis is to participate in a local
community aggregation program, if adopted by thersin that community.

A third alternative for residential customers igdke service from their local
electric Utility at its standard offer. Some Utéss determine the rate for their standard
offer through a market based auction. Customers pulichase electricity from their
local Utility include customers who make the demisio stay on the standard offer as
well as customers who do nothing and simply remoaior default to the standard offer.
Maintaining each one of these alternatives is ingrdrto achieving reasonably priced
retail electric service to customers in Ohio.

In addition, many customers that choose to shopakelservice from an electric
marketer or participate in an aggregation prograay fater choose to return to the local

Utility’s standard offer. Customers may decideedturn to the local Utility for a standard

® See R.C. 4928.02: “Itis the policy of the statelo the following throughout the state: (A) Ensthie
availability to consumers of adequate, reliablég safficient, non-discriminatory, and reasonahliced
retail electric service.



offer for any one of a number of reasons, incluginge. Still other customers may elect
not to shop at all and receive generation at thiedstrd offer of the Utility that the law
assures them of.

For all of these customers, having a standard @ffeecessary to ensure
reasonably priced retail electric service. Prdgetfdefault service” is required under the
law to be the Utility’s standard offér.lt provides a safe harbor for a customer if the
supplier defaults. The standard offer also providesafe harbor for customers who elect
not to shoP or who come back to the Utility after shoppingndAimportantly, the
standard offer also functions as a price to compaaevay to judge the sufficiency of
other offers. If the standard offer is taken awawill adversely impact these invaluable
benefits that customers realize from the currenkatastructure.

Existing barriers that prevent customers from ot the benefits of a fully
functional competitive retail electric service matrknclude imposing certain non-
bypassable charges under an Electric Security PFE8P”). Such charges can create a
subsidy in the form of a non-bypassable chargeifigwevenues from customers to the
Utility’s unaffiliated Marketer. Ohioans have ses¥veral utilities request such non-
bypassable charges under the rubric of a “statahgrge” or “financial integrity

charge.® And the Commission has approved such chargéses bver the strenuous

"R.C. 4928.14.
8R.C. 4928.141.

° See e.gln the Matter of the Application of Columbus Southtower Company and Ohio Power
Company for Authority to Establish a Standard Ssrwffer Pursuant to 4928.143 Ohio Rev. Code in the
Form of an Electric Security PlaGase No. 11-346-EL-SSO, Application at 10 (Maréh2012)
(requesting a retail stability ridedy the Matter of the Application of the Dayton Powad Light

Company for Approval of Its Electric Security Pl&@ase No. 12-426-EL-SSO, Second Revised Electric
Security Plan at 112 (December 12, 2012) (requgstiBervice Stability Rider).



objections of a number of parties, including OG&bwever, these charges have no
statutory basis and are clearly not for costs irezlito provide generation service.

The Ohio General Assembly pointed Ohio in the dioecof competition with
Senate Bill 3in 1999. But more than a decade latthe midst of historic lows in
energy prices, many Ohioans are still awaitingpgtwamise of market benefits. What will
be most unfair and objectionable for consumerkdsriain utilities (DP&L and AEP
Ohio) are allowed to “time” their entrance into kelrso that their long-delayed
transition to a market-based standard offer oconlg when market prices rise so that the
Utilities benefit more and consumers benefit less.

Additionally, affording the Utility and/or its affate financial stability or integrity
revenues confers a benefit on the Utility and fldiate -- an anti-competitive benefit as
it is not shared by other electric Marketers. Amast importantly, it is certainly not
shared by customers.

On the other hand, inappropriate bypassable changkegled as part of a PUCO-
approved ESP also can adversely impact the operatithe competitive market. Such
charges may place electric Marketers in a posthamdercut a standard offer that has
been inflated by such inappropriate charges. atedfanother barrier to customers
obtaining the benefits of competitive retail elexctervice market is tied to the fact that
two (AEP Ohio and DP&L) of the local utilities hagestandard offer that is not based on
a 100% competitive bidding process.

B. Does default service provide an unfair advantage the
incumbent provider and/or its generation affiliate(s)?

OCC defines “default service” as the standard sergffer, or standard offer, for

generation, which customers pay if they do not shop



Standard offers do not provide the local Utiliteesheir affiliates with an unfair
advantage over other electric Marketers. Butiflated standard offers of AEP Ohio
and DP&L do provide those Utilities with an advaggdahrough high utility bills that take
more of consumers’ money than would a market-batattard offer.

The terms and conditions of a Utility’s standarteofire reviewed by the
Commission under current law. If prices and sert@ms are properly established under
a Commission-approved ESP or a Market Rate OffdR©”), the presence of an
incumbent provider actually enhances the competitgs of the electricity mark€t.For
instance, a standard offer based on a competittldiriy process simply adds another
competitive market offer option for customers toase from. At times the standard
offer provides consumers the benefit of a ceilinglwe price of electricity provided by
electric Marketers. At other times the standafdrahay provide customers with the
benefit of the most economical option. Moreovecorporate separation plans comply
with the laws in this state, and are properly stije strict Commission scrutiny, they
provide some protections against the creation tdiuadvantages for a Utility’s affiliate.

C. Should default service continue in its currentdrm?

Yes.
The form of default service currently existing ihi@ varies by electric Utility.
The “form” of default service that should contingghat which provides customers’ with

bypassable prices for generation that are markstebaAs discussed above, the current

9°0CC notes that in its recent Opinion and Ordenering the end state of default service in
Pennsylvania’s retail electricity market, the Pgtwemnia Public Utilities Commission (Pa. PUC") eied
to retain the utility “default service” recognizitige benefits to customers of the default offer toedprice
to compare while structuring utility auctions tcsare that default prices are better reflectiveusfent
wholesale prices in the market. Investigation effsylvania’s Retail Electricity Market: End Stafe
Default Service 1-2011-2237952 (slip op. Pa PUCrkaty 14, 2013).



form of standard offer has not inhibited the depetent and operation of a competitive
electric services market in Ohio. There is als@widence to suggest that any other form
of standard offer or eliminating the standard o¥fd enhance competition from the
perspective of residential customers. More impdlyano one has presented any
evidence to suggest or demonstrate that eliminaiegtandard offer will ensure
reasonably priced electric service to consumetisarstate of Ohio.

The law requires “default service” to be the Uyiktstandard offer, and it
provides a safe harbor for a customer whose etelgkarketer defaults. The standard
offer also provides a safe harbor for customers gtbaot not to shop or who shop but
then choose to return to the Utility after shoppifidne standard offer also functions as a
price to compare -- a way to judge the sufficieatgther offers from electric Marketers.

Moreover, the need for a standard offer is everengdtical for low-income
customers who are enrolled in the Percentage ohlecPayment (“PIPP”) Plus program,
because a low or reasonable cost alternative efii keep any potential arrearage -- that
could eventually fall to other customers -- as Espossible. These are among
customers that the law defines as “at risk custsingho should be protected under state
policy.** While there are specific low-income tailored paitons for these customers
[the Universal Service RidEr(“USF”) and aggregation of PIPP custom@rthe

protection offered through a standard offer is ey important. Without a standard

1 R.C. 4928.02(L).

12 Under R.C. 4928.52 a universal service rider ralahe PIPP rider and rate funding of low-income
energy efficiency.

13 Under R.C. 4928.54, aggregation of PIPP customessoccur, with the objectives of the auction to
provide reliable retail electric generation serticeustomers, based on selection criteria thatvihaing
bid provide the lowest cost and best value to coress.



offer, the lowest cost and best value would badlift to determine. This is because
without a standard offer there is no price to corapadlaving the assurance that PIPP
customers are receiving the lowest cost electrisityitical to preventing the growth in
arrearages and any major Universal Service Fundases.

An example of the benefit of the standard dffean be seen in the natural gas
industry where the standard offer provided by tbedl Distribution Companies
(“LDCs") is competitively bid. This provides anditional alternative for customers to
choose from. This competitively bid default seevior the LDCs that have implemented
Natural Gas Choice Programsas generally been the lowest priced variableatiee
available to customer$. Eliminating this option -- that has often beea kbwest cost
option -- would not be consistent with the requiesrtifor reasonably priced electric
retail service under R.C. 4929.02(A)(1) or R.C.892(A).

The magnitude of the benefit from the standardraffgion is demonstrated in a
recent Columbus Dispatch article on natural gascehorl here it was reported that
customers who selected a Choice supplier cumulgtpagd $885 million more than if
they had chosen to stay on the utilities’ standdfel (determined either through the Gas

Cost Recovery, Standard Service Offer or the Stah@aoice Offer mechanism). This

% In the context of natural gas default service,dbfault service is the Standard Contract Offer or
Standard Choice Offer.

15 Currently Columbia Gas of Ohio, Inc. (“Columbial)pminion East Oho Gas Company (“Dominion”);
and Vectren Energy Delivery of Ohio (“Vectren”) leawnplemented Natural Gas Choice Programs.

18 In the Matter of the Joint Motion to Modify then&u18, 2008 Opinion and Order in Case No. 07-1224-
GA-EXM,Case No. 12-1842-GA-EXM, Revised Direct Testimohrmuce M. Hayes at BMH Attachment
1 (Comparing Supplier Rates to the SCO Rate) (Gotdb, 2012).

7 Columbus Dispatch, “Ohioan burned by gas choibg,Dan Gearino at A-1 and A-9 (November 11,
2012).
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highlights the importance of customers retainirgydption of a default standard offer,
both to preserve the opportunity to save money,adsalto serve as a benchmark.

A review of many of the offers made by either eleanarketers or the
comparable gas marketers demonstrates the vathe standard offer as a benchmark
for customers to compare. The PUCO has recogtiedalue of this benchmark. For
instance the PUCO Apples-to-Apples chart for bdgleteic and gas utilities list not only
market offers for electric and gas, but also thidias’ standard offer. This provides
customers with the ability to compare the variotesraatives so that the customer can
make a more informed decision.

From this experience in the natural gas industng, must conclude that the
policy challenge for the Commission is not to diddhe standard offer. Rather, the
challenge for the PUCO is to set the standard aftféair levels for consumers that
encourage the most efficient marketers who wilabke to compete effectively against
the incumbent utilities and deliver the resultirenbfits to customers.

D. Does Ohio’s current default service model impedeompetition,

raise barriers, or otherwise prevent customers fronthoosing

electricity products and services tailored to theiindividual
needs?

No.

Please see the discussion above. The standardsoffet a barrier to achieving a
properly functioning and robust competitive retdéctric service market. The presence
of a standard offer actually increases competibpproviding customers an additional
option. The standard offer also serves as a picempare to help customers make

smart energy decisions.

11



E. Should Ohio continue a hybrid model that include an ESP
and MRO option?

Yes and no.

Under the law, the Commission must ensure thastite policies of R.C.
4928.02 are carried out. Included as one of thieips of the state (R.C. 4928.02(A)) is
ensuring the availability to consumers of adequal&ble, safe, efficient,
nondiscriminatory, and reasonably priced retaitteie service. If the hybrid model that
includes an ESP and MRO option can ensure reasppeabéd retail service, then yes it
should continue.

This hybrid model should continue as long as idpies a reasonable balance
between achieving a fully competitive marketplata timely fashion and producing
reasonably priced electric services. At the same,tthe Commission should be wary of
utilities’ claimed need for non-bypassable chatgasare not supported by law, or sound
evidence, or duplicate recovery of other chargeb s transition charges. Such
unsupported non-bypassable charges prevent consdiroer realizing the benefits of the
competitive marketplace.

Further, the current process is flawed where thigyJhas the ability, at the end
of the case, to veto a PUCO decision that it (thikty) doesn't like. That provision

should be eliminated in the lai®.

18 R.C. 4928.143(C)(2)(a).

12



F. How can Ohio’s electric default service model bienproved to
remove barriers to achieve a properly functioning ad robust
competitive retail electric service electricity maket?

OCC supports the use of the standard offer, wighctveats discussed above
concerning non-bypassable charges or inappropigtassable charges. There is no
need at the present time to change this basic framnke

The standard offer is essential, as discussed abmpeovide customers with an
important option for their retail electric serviteat also serves as a price to compare.
The standard offer is not a barrier to achievipgaperly functioning and robust
competitive retail electric service market. Thenslard offer actually increases
competition by providing customers an additiondi@pand Marketers a price to beat.
The standard offer could, however, be improvediyiementing the auction process for
100% of the standard offer for all of the utilitimsan accelerated time frame so that
customers have the option to receive market ptmgsy that may enable them to obtain
reasonably priced retail electric service.

G. Are there additional market design changes thashould be

implemented to eliminate any status quo bias benéfior
default service?

This question asks about whether there should &eggs to eliminate any bias
benefit for default service. From the perspectifzeesidential customers, the default
service may provide a low cost alternative. Thisuss as a result of the competitive
market and not because of any claimed but unsulstesh “bias.” But the question
would be better recast as whether there is sonppiogriate bias benefit for or against
consumers. There is no demonstration that thecustandard offer or market design in

Ohio is providing any “status quo bias benefitdefault service.” If anything, with

13



certain standard offer prices above market prielestric marketers have enjoyed
substantial headroom over a standard offer.

OCC supports the use of the current electric detaulzice model, within the
context of the hybrid approach to a standard offéh the caveats discussed above
regarding the non-bypassable charges or inapptefgassable charges. There is no
need now to change this basic framework.

H. What modifications are needed to the existing dault service

model to remove any inherent procurement (or othecost)
advantages for the utility?

There is no evidence that the current standard oftelel or market design in
Ohio are providing any unfair advantages to anyketgparticipants. Proof of this lies in
the level of customer switching reported quarteshthe PUCO. Based on the most
recent quarterly report on the Commission’s weli@tptember 30, 2012), in terms of
sales, the electric choice switching rates vargnfeolow (AEP Ohio) of 37.8% to a high
(CEI) of 85.3%"° In addition, these switching levels continuerterease. Just a year
earlier the switching numbers for AEP Ohio were mlower (21% for Columbus
Southern Power and only 4% for Ohio Pow&r)f an advantage existed for the
incumbent Utility, switching rates would be muchvkr, or nonexistent, rather than

increasing, dramatically in some cases, as caedre fsom these statistics.

19 PUCO Summary of Switch Rates from EDUs to CRESi#less in Terms of Sales For the Month
Ending September 30, 2012.

2 pPUCO Summary of Switch Rates from EDUs to CRESilless in Terms of Sales For the Month
Ending September 30, 2011.

14



OCC supports the use of the standard offer withéncontext of the hybrid
approach to standard offer with the caveats digtlabove regarding the non-bypassable
charges or inappropriate bypassable charges.

Further, the current process -- where the Utilag the ability at the end of an
ESP case to veto a PUCO decision that it (thetytitioesn’t like -- gives the Utility an
unreasonable advantage. That provision shouldifpénated in the lawf!

l. What changes can the Commission implement on itswn

under the existing default service model to improvéhe current
state of retail electric service competition in Oho?

The Commission should continue to follow the ergtstatutory and regulatory
framework and ensure that the policies it implemméntough its decisions are consistent
with the state policies set forth in R.C. 4928.@hio law requires the Utility to provide
a generation standard offer, and to be the prowatidefault service. And the rates to
consumers in Ohio must be reasonably priced. Tisere uncertainty existing with
respect to these obligations.

There is uncertainty, however on a number of imgletation issues. Addressing
these on a consistent basis would be appropriageinstance, in conducting the total
cost test of ESP versus MRO, the PUCO should gl#rdt only direct and quantifiable
costs and benefits should be used. Alternatitblyproper way of accounting for so-
called non-quantifiable and secondary costs andflisrshould be specified by the
Commission in advance.

Another need for clarification is the issue of whaturs once an existing ESP,

other than a previously approved ESP, expiresy poia new ESP or MRO being

21 R.C. 4928.143(C)(2)(a).

15



approved. The Commission should clarify thatdegision is not reached by the time
the prior ESP expires, then the generation stanaféed price should continue.
However, the entire ESP should not continue. Towadission could also provide
guidance as to the standards under which it wiilene non-bypassable charges proposed
as part of an Electric Security Plan. These ctsacgae substantially impact the
competitive market by subsidizing the Utility’s pision of service.

J. What legislative changes, if any, including chages to the

current default service model, are necessary to ket support a
fully workable and competitive retail electric servce market?

A few key provisions in the law may create barrierachieving a properly
functioning and robust competitive retail mark&hese provisions are not related to the
standard offer.

Presently under R.C. 4928.143(C)(2)(a), the Uthiag the unilateral ability to
withdraw its ESP application if the PUCO modifies This provision is problematic as it
creates uncertainty and instability that may thwiaetfunctioning of a competitive
market. This provision should be eliminated.

Additionally, under R.C. 4928.142(F), once the ititihas received PUCO
approval of its first MRO application, the PUCO nahauthorize it to offer an ESP.
This particular provision limits the flexibility fand in the hybrid model approach and, in
many cases, has been determinative of the apptakeh, encouraging ESP filings
instead of MRO. The result has been that few MR&& been filed and instead ESPs
are filed transitioning to a full competitive matkbut at an exorbitant price that
customers must pay. This exorbitant price is bamgpsed on customers through

inflated standard offer generation prices and thhooon-bypassable charges that are not

16



reasonably related to the costs of generation&f¥iThese charges can result in prices
that are unnecessarily high to both customers gatkia standard offer and customers
taking service from electric marketers, and thwiagtpolicy of the state to ensure
reasonably priced retail electric service.
K. What potential barriers, if any, are being creatd by the
implementation of a provider’'s smart meter plans? 8ould
CRES suppliers be permitted to deploy smart metert

customers? Should the Commission consider standarihg
installations to promote data availability and acces?

There are potential barriers to implementing a s smart meter plans. One
barrier is the lack of electric marketers’ accesthe more detailed customer usage data
necessary to develop new rate offerings. Curreatily the incumbent utilities are using
the detailed customer usage data -- the interval-da&nabled by the smart meter to offer
retail customers dynamic and time-differentiateésa This can put electric Marketers at
a competitive disadvantage relative to the incurhhélities when it comes to smart
meter services.

At present, this potential barrier is found in &e&Ohio that have a significant
deployment of smart meters such as Duke’s sereitidry (over 450,000 installed) and
part of Ohio Power’s central Ohio service territ¢oyer 140,000 installedy. But to the
extent that additional smart meters are deployedhiar service territories, the barrier is

expected to exist there as well. Such barriersoemome more formidable.

2 For example, distribution system related costsishbe recovered through a distribution rate casten
R.C.4909.18 and .19 rather than a single issuebypassable charge. Also, economic development
customer incentives offered by the local Utilityist subsidized by their customers should be haridled
“reasonable arrangement” cases where there is ragutatory accountability than in an ESP.

2 CEl has a smaller pilot deployment, and DPL hasdeployed any smart meters to the mass market.
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OCC therefore recommends the Commission monitositiet meter information
access situation for CRES providers. This mayrbaraa where a future Commission
Ordered Investigation may be in order.

Should CRES suppliers be permitted to deploy smanneters to
customers?

No.

Electric Marketers should not be permitted to dggimart meters to mass market
customers (residential and small commercial) dubegotential complications and loss
in efficiency that could ensue. This could pregaoblems for customers and the local
Utility, especially around system integration sashbilling, reliability, privacy, storm
restoration, communications infrastructure broughby the type of meter installed and
its functionality.

Should the Commission consider standardizing insthdtions to
promote data availability and access?

Standardization on the minimum requirements fanmars meter and data
availability and access should be considered. Sewst of minimum standardization of
the information available from the smart meter ddakilitate electric marketers’ ability
to offer similar dynamic and time-differentiatedes across utility service territories.
However, such standardization should not make ebsdhe half a million smart meters
that have been installed in Ohio. Consistent wititnments file by the OCC in other
cases, minimum privacy protections must be in ptageevent the disclosure of detailed

energy usage information without customer conéent.

% |n the Matter of the Commission’s Review of Chap8#1:1-10 Ohio Administrative Code, Regarding
Electric CompaniesCase No. 12-1924-EL-ORD, OCC Reply Comments ét2 (February 6, 2013).
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L. Should the Commission consider standardized bilig for
electric utilities?®

Customers should be able to understand their bifisstomers should be able to
use their bill to help them evaluate competitivéi@ps. A bill should be structured in a
manner that provides consumers with useful infoionab evaluate the cost
effectiveness of potential electric Marketer chargad to determine the savings being
obtained, or which could be obtained, by switchim@ different provider. The local
Utility’s “price to compare” is valuable, becausg@iovides information about a historic
point in time. To the extent that future rate if@tion can be provided, this information
can also be helpful to consumers.

Because of the complexity of electric utility bjllsne significant improvement in
this regard would be an interactive bill calculaaccessed through the PUCO’s website
that allows customers to enter an electric Marketafer (with price and term
information) and compare it to the price and terhcl they are paying their current
supplier?® The PUCO currently has a sample bill calculatoits website that enables
natural gas customers to calculate their bills dasedifferent competitive optiorfs. A
similar sample bill calculator for electric custam&vould be a useful tool for customers.
This would aid customers in determining the potnthpact -- savings or losses -- that

they could realize from switching to another sugpli

% The PUCO's December 12, 2012 Entry listed a secumtion for (i), (j) and (k). OCC has replaced
those duplicates with L, M and N.

28 |f a customer has a certified smart meter, thechitulator can use their previous years 8760 huadts.
See Case No. 12-150-EL-COI, Comments by the Oéffdbe Ohio Consumers' Counsel at 44-47 (April
11, 2012).

27 See http://www.puco.ohio.gov/apps/nga2acalc/irafex.
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Such an interactive bill calculator could also kedito facilitate consumers’
calculation of savings they might realize from gyeconservation. Bills should also
consistently advise customers of ways in which tteay adjust their usage to conserve
energy and, accordingly, reduce their bills.

M. Do third party providers of energy efficiency products,

renewables, demand response or other alternative ergy

products have adequate market access? If not, howuld this
be enhanced?

Some third party providers of energy efficiency aetdnand response products
may not have adequate market access. This apjpdagsa consequence of the Utility
interruptible rates that provide for above-markagmpents to industrial customers for
capacity. For example, the current AEP IRP-D Raf®8.40 ($/KW/month) which is
equivalent to $276.16 ($/MW/day), while the FirstiEgly Companies’ Rider ER is $5.00
($/KW/month) or $164.38 ($/MW/dayf. The PIM market capacity rates for 2013
through May 31, 2016 however, range from $20.4636300 ($/MW/day).

As can be seen, these PJM rates are all signiljclanter than the rates offered to
customers of AEP-Ohio and FirstEnergy. AEP-Ohid e FirstEnergy Companies
have over 600 MW subscribed to their Ohio intentlptcustomers. That represents 600
MW of non-market based rates that are being suteidoy all customers. Marketers
find it difficult to compete with the subsidizedmenarket rates for capacity. OCC
recommends that the Commission only approve Ulilitgrruptible programs or tariffs

that are consistent with the market-based pricedpacity in order to foster competition.

2 Except for the ATSI zone where the 2015/2016 piiceapacity is $357.00 ($/MW/day).

% The local utility’'s may argue that the rates baifigred are more flexible and provide additionahéfits
than those offered by PJM or CSPs, but the questithiis whether any additional benefits proclaine
justify the high prices offered for interruptionsocal utility’s offered interruptible rates shoute self-
sustaining in their economic benefits and shouldrequire other customers to subsidize.
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An alternative approach could be for Ohio utilittesssue Requests for Proposals
seeking bids from eligible customers for a pricd amerruptible load at which those
customers would agree to be interrupttd:he Commission should assure that third-
party providers of energy efficiency products, reables, demand response or other
alternative energy products have adequate markesac Otherwise, all Ohio consumers
will be paying higher rates for electricity service

The Commission should also monitor whether enefiigiency programs
developed and offered by Ohio’s utilities complywOhio law and do not unfairly
“crowd out” independent third-party energy effioigrproviders. If third-party energy
efficiency providers are discouraged from offerprgducts and services, customers
could lose out, and pay more for services thanrafise necessary. Where there are
competing energy efficiency products and servittes Commission should consider
whether the Utility-developed product or servicewdd be provided through a
competitive bid. And the PUCO should consider \Wwkethe Utility’s non-regulated
energy services affiliate should be precluded fparticipating in the bidding.

N. Does an electric utility have an obligation to@ntrol the size

and shape of its native load so as to improve engrgrices and
reduce capacity costs.

Yes. R.C. 4928.66 contains energy efficiency asmkplemand requirements for
utilities to manage the size and shape of theivedbad. Electric Marketers can also

assist utilities in managing their native load ifeong time-differentiated rates. Utilities

30 Ohio utilities would then accept the lowest bidattcould help satisfy the number of MW's that each
utility needs to comply with its load reduction vé@ments under R.C. 4928.66. $e¢he Matter of the
Application of Ohio Edison Company, The Clevelatetc llluminating Company, and The Toledo
Edison Company For Approval of a Market Rate Offe€Conduct a Competitive Bidding Process for
Standard Service Offer Electric Generation Suppblgounting Modifications Associated With
Reconciliation Mechanism, and Tariffs for Generatf®ervice Case No. 09-906-EL-SSO et al.,
Application at 24-25 (October 20, 2009).
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should be obligated to maximize their capacity fids the energy efficiency and peak
demand resources into the annual PJM Base Reddatibn to reduce capacity costs
for their customers. Revenues received from PI\rergy efficiency and demand side
resources that clear PJM’s base residual auctionldglbe used to defray the costs of the
energy efficiency and demand side programs.

It also makes sense that utilities making multikionl dollar investments in smart
meters have an obligation to offer “smart” dynammad time-differentiated rates to help
consumers manage their energy use and reduceetterigy bills. This will also improve
the cost-benefit of the smart meter business casBsite designs associated with
metering programs, however, should be opt-in prograinless the rate design holds
consumers harmless.

The offering of rates and products and service®bip utilities to manage energy
and capacity costs is critical to providing reasoyariced retail electric service to

customers in this state, a policy under R.C. 428D

3. CORPORATE SEPARATION

A. Whether an electric utility should be required b disclose to the
Commission any information regarding the utility’s analysis or
the internal decision matrix involving plant retirements,
capacity auction, and transmission projects, incluithg
correspondence and meetings among affiliates andein
representatives?

31 A smart grid business case demonstrates the @odtfinancial and non-financial benefits of a sngaid
deployment. On the cost side of the equationgthee hardware costs (smart meters, communication
equipment), installation costs, software, IT anoijget management costs, other costs, and annual
operations and maintenance costs. On the beradib$ the equation are utility operating savingsd
efficiencies, energy efficiency, peak load redutsi@and the benefits associated with integratioglextric
vehicles and renewable resources.
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and
B. Should the utility's transmission affiliate be pecluded from

participating in projects intended to alleviate theconstraint or
should competitive bidding be required?

The corporate separation requirements under thetawontained in R.C.
4928.17. Utilities must file corporate separafbans that meet the statutory objectives
set forth in R.C. 4928.17(A). The primary objeetinf these plans is that they prevent
the abuse of market power and extend no unduerprefe or advantage to an affiliate of
a Utility. These provisions work in conjunctiontviR.C. 4928.02(G), which prohibits
anti-competitive subsidies from flowing betweenulaged and unregulated electric
service. In considering issues pertaining to cafgoseparation, the Commission must
do so with these statutory directives in mind.

Any information that reveals an unfair preferencadvantage to the Utility’s
affiliate in a marketplace dominated by the Utibtgffiliate is an appropriate subject for
discovery in a proceeding evaluating the workingthe marketplace. There would not
appear to be a useful purpose to precluding thigyigitransmission affiliate from
participating in projects intended to alleviate stwaints. In some instances it might be
inefficient to have a third-party pursue a propbien it must be integrated with the
Utility’s transmission system.

Competitive bidding might be beneficial for projeatended to alleviate
constraints. In some instances, the Utility maybeeager to perform an enhancement.
For example, an enhancement which the Utility ®triinsmission affiliate believe could
negatively impact profitability might be appealittga third party and might result in
completion of the enhancement in a more timely@sd-effective manner. Third parties

may also propose alternatives to the Utility to ti@#M-identified reliability objectives.
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Such alternative proposals should be encouragedland receive a fair and objective
evaluation by PJM and the Utility.

E. Is there a potential for consumers to be mislelly a utility's
corporate separation structure?

Yes.

The use of the Utility name by an affiliate or iher Marketers can result in
customers misunderstanding retail choice. Thecpalf the state is to provide electric
consumers with comparable retail choices concerthagupplier, rates, and the terms
and conditions of servic&. However, the use of a Utility name by an afféiatr other
Marketer can suggest a preference or endorsementyity and may result in
customers enrolling in Choice without consideritigeo comparable suppliers for the
CRES services.

In addition, the public interest is not servedhe éxtent that the use of a Utility
name by an affiliate provides an unfair competitdyantage to that supplier or the
Utility. ** Ohio law requires the PUCO to establish minimemvise standards that
prohibit, unfair, deceptive, and unconscionable acid practices in the marketing of
CRES serviced' While the Commission rules require marketersisoldse affiliate
relationships with an Ohio electric Utility in tiearketing of CRES servicé3the use of
the Utility name by the affiliate or another Mar&etan result in customer confusion

about choice. Potential ways to improve the dmale requirements are the subject of

32 R.C. 4928.02(B).

B R.C. 4928.17A)(2).

3 R.C. 4928.10.

35 Ohio Adm. Code 4901:1-21-05(8)(g) &(h).
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comments filed in a current rulemaking at the Cossioin involving the Competitive

Retail Electric Service rule€.

V. CONCLUSION

Careful monitoring of Ohio’s market for retail etac service is a critical
component of implementing the mandates contemplagdabth Senate Bill 3 and Senate
Bill 221. However, the effectiveness with whiclogle mandates have been implemented
in each Utility’s service territory, and the lew#lretail competition that has been
realized, has been primarily the result of variaian each Utility’s individualized plan
for implementation. The Ultility’s “default” or stalard offer rate is not an impediment to
competition but rather another opportunity for onsérs to seek reasonably priced
electric generation service. The standard offeviples consumers a measurement tool in
assessing marketers’ offers so that consumers aie Bmarter energy decisions.

Other components of electric service rates, ssatoa-bypassable charges,
subsidize the Utility’s standard offer and thera@ipede competitive entry and burden
consumers with additional charges. Further, wBBe221 contemplated flexibility in
implementation of its mandates, it did not call detays in implementation in order to
extend the Utility’s subsidization of standard offeneration rates.

Development of retail competition in Ohio showgngiicant progress where the
standard offer has been subject to competitiveabiithis fact in itself demonstrates that
market fundamentals are sound. With so many ymssed since the S.B. 3 in 1999, all

the Ohio electric utilities should by now have pgdad Ohio consumers with the benefit

% In the Matter of the Commission’s Review of itseRidibr Competitive Retail Electric Service Contdine
in Chapters 4901:1-21 and 4901:1-24 of the Ohio Aistrative Code Case No. 12-1924-EL-ORD.
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of the current low market prices, through a competly bid auction for the standard
offer. The PUCO should bring to an end non-bygalssgeneration charges that are so
costly for consumers. The PUCO should ensuredistomers have the tools necessary
to make appropriate price comparisons betweentémelard offer and competitor offers.
The PUCO should enable consumers to realize thefitenf energy efficiency. And the
PUCO should continue to provide that consumers kavied options, including the
standard offer, to help further the availabilityresonably priced electric service
throughout Ohio, including the continuation of seevto low-income customers.

Respectfully submitted,

BRUCE J. WESTON

OHIO CONSUMERS’ COUNSEL

/s/ Maureen R. Grady

Maureen R. Grady, Counsel of Record
Joseph P. Serio

Assistant Consumers’ Counsel

Office of the Ohio Consumers’ Counsel
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Columbus, Ohio43215-3485
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serio@occ.state.oh.us
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