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I. INTRODUCTION
On July 26, 2023, the Public Utilities Commission of Ohio (“PUCO”) requested comments on a matter affecting the prices that Ohioans pay for electricity. At issue is its Staff’s recommendation that Ohio’s electric distribution utilities (“EDUs”) modify their auctions that set the retail prices Ohioans pay for the standard service offer (“SSO”). Electric service standard offers, set through a competitively bid auction process, are typically a key way for consumers to conservatively save money on electricity. The use of competetive bidding for standard service offers has typically been a bright spot for delivering the benefits of competition to Ohio electric consumers. The PUCO Staff recommendation is in response to delays in the wholesale capacity auctions at PJM. 
The PUCO Staff recommends retail capacity (which is part of the standard offer) be priced at a proxy rate for years in which the actual wholesale price has not yet been established.
 Doing so will allow the competitively bid retail standard service auctions to go forward, which is good news for consumers who depend on the standard offer. And it means that utilities do not have to purchase capacity through other means to maintain the standard service offer. It also will likely reduce the risk assumed by suppliers and the risk premium that could be included in supplier offer prices for the uncertainty associated with not knowing the PJM wholesale capacity cost. It may also encourage more suppliers to participate in the SSO auctions and bid more aggressively. This could ultimately lead to lower SSO bidding prices for Ohioans. A fully functioning competitive market will likely lower the cost of standard offer electricity service and bring innovations to all Ohioans. 
II.
BACKGROUND
R.C. 4928.141 mandates that electric utilities shall provide consumers, including Ohio’s residential consumers, an SSO of all competitive retail electric services in accordance with R.C. 4928.142 or 4928.143. The PUCO has approved electric security plans (“ESP”) for consumers of the FirstEnergy utilities, AES Ohio, AEP Ohio, and Duke Energy Ohio. Those plans incorporate a competitively bid auction-that sets the price for consumers who choose the standard service offer for supplying their electricity. 
By Order dated June 9, 2023, the Federal Energy Regulatory Commission (“FERC”) accepted a proposal by PJM Interconnection, LLC (“PJM”) to delay the Reliability Pricing Model (“RPM”) Base Residual Auction (“BRA”) for the 2025/2026 delivery year. That auction had been scheduled for June 2023.
 
The wholesale capacity market is designed to procure generating resources three years in advance to meet customers’ peak demand plus provide a cushion known as the reserve margin. The result of the residual auction is a FERC approved wholesale capacity price for power. The wholesale capacity prices are a key component of the overall auction prices that are reflected in suppliers’ bids into the competitively bid retail auctions held in Ohio. The higher the wholesale capacity prices, the higher the retail electric price is to consumers taking the standard service offer. 
The June 9th FERC Order accepted PJM’s proposal to revise upcoming BRA schedules for the 2025/2026 through 2028/2029 Delivery Years. The capacity market auction delays are now expected to continue through at least the 2029/2030 delivery year and may continue beyond that.
 These delays in establishing a FERC approved wholesale rate for generation capacity may deny consumers the opportunity to lock in historical low capacity prices. The past three auctions have set low capacity prices by historical standards. For example, the 2024/2025 BRA resulted in capacity prices of $28.92/MW-day, down from $34.13/MW-day in 2023/2024 delivery years. Low capacity prices in the wholesale market translate to lower retail rates for consumers. That is a good thing. 
The PUCO Staff is recommending that the PUCO instruct electric utilities to modify their retail SSO auctions. The Staff proposes that the capacity component be priced at a “proxy rate” for years in which there is no FERC-approved capacity price. Wholesale suppliers would receive (or pay) a true up to the actual price once it is known. 
III. 
RECOMMENDATIONS FOR CONSUMER PROTECTION 

A. The PUCO should adopt a “proxy” price to allow the retail competitively bid auctions to go forward with less uncertainty and risk to suppliers that translates to lower prices for standard service offer consumers.
OCC supports the goal of encouraging the efficient and effective operation of the standard offer markets. These markets are a key part of the competitive power market in Ohio. The standard offer is an important source of electric supply for many customers and is a comparison price for considering other supplier offers. 
The Staff’s proposal for a proxy price is a good proposal. It will allow the retail auctions to go forward to set a competitively bid standard service price. It also will reduce the risk assumed by suppliers and reduce the risk premium that could be included in supplier offer prices for the uncertainty associated with not knowing the PJM wholesale capacity cost. It may also encourage more suppliers to participate in the SSO auctions and bid more aggressively. This could ultimately lead to lower SSO bidding prices for Ohioans. A fully functioning competitive market will likely lower the cost of standard offer electricity service and bring innovations to all Ohioans.
B.
The PUCO should expand its evaluation of the SSO auction procedure to include consideration of a separate residential SSO auction.
Reducing risk in the SSO auction procedure requires actions beyond merely addressing the capacity pricing issue. The PUCO should expand its evaluation of the SSO auction procedure to include a residential-only SSO auction.

Holding separate SSO auctions for residential customers is an approach other states have adopted. For example, Pennsylvania, Delaware and Massachusetts hold auctions by customer class, so residential customers have a separate auction. New Jersey, Maryland, the District of Columbia, and Illinois hold separate auctions for residential consumers together with small commercial customers. 
Standard offer suppliers are likely to find residential customers less likely to switch in and out of the service than nonresidential customer classes. Thus, a residential auction would give standard offer bidders greater knowledge and predictability regarding the amount of load they are obligated to serve. The residential auction should result in lower auction prices for residential consumers who pose less risk to bidders. These lower auction prices would treat residential consumers fairly in the competitive market according to their lower risk for suppliers. 
OCC has asked the PUCO to consider a separate residential SSO auction within the context of utilities’ electric security plan filings.
 This case is another appropriate forum for the PUCO to adopt a residential-only auction to end the unfair treatment of residential consumers (who are dealt higher prices than their lower risk would warrant). 
IV. CONCLUSION

The PUCO should preserve the important benefits of the electric standard offer auction process for millions of Ohioans. A proxy price for the capacity component enables these auctions to proceed forward. And it reduces the risk that suppliers face when bidding in the retail SSO auction when the wholesale price of capacity is not known. Reduced risk to suppliers should translate to reduced prices for the standard service offer that many Ohioans are served under. At the same time, the PUCO should adopt a residential only auction to provide residential consumers with fair and just benefits under the SSO rate (meaning likely lower electric prices to reflect their lower risk for auction suppliers).
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