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Reply Comments on Behalf of Maureen Mulligan, Communications Consulting

Maureen Mulligan Communications Consulting is pleased to respond to the Pennsylvania Public Utility Commission’s Investigative Order (Order entered May 24, 2005) in the form of Reply Comments to Docket No. M-00061957.  I provided testimony on behalf of PV NOW, a coalition of the largest solar manufacturers on June 22, 2006. Outside of my prepared written comments, I briefly commented on the need for an assertive and well funded effort to educate the public as electricity rate caps expire. At the request of the Commissioners, I am offering comments on my own behalf and not under the PV NOW contract work I perform.  I am an independent contractor of which PV NOW is one of my clients.  PV NOW will not be offering separate reply comments at this time. 
I would welcome the opportunity to submit a comprehensive education proposal to the Public Utility Commission as Pennsylvania moves closer to utility rate cap expiration dates.  My intention is to offer general comments since many specific policies are currently not to place which could affect the direction of the educational efforts.       
Timing of Educational Efforts

A few references were made at the June 22, 2006 En Banc hearing about the timing of conducting education.  It was stated that it would not be wise to educate the public until closer to the time rate caps expire.  I agree with this statement in part.  Specific education on rate increases after the expiration of the rate caps needs to be timely, meaning immediately before any increases are approved or go into effect.  On the other hand, I have always advocated for a strong commission role in educating the public about how consumers can reduce their utility bills.  Education on this issue should start immediately and should be focused on energy efficiency and conservation and should be focused mainly on small businesses and residential consumers.  Efforts should be ongoing and intensify as rate cap expiration dates approach.  Utilities facing the expiration of their rate cap shortly should serve as a “testing ground” for best practices and that information shared with other utilities.  Further, it should be standard practice for any utility granted an increase to educate all broad classes of consumers on energy efficiency and conservation as a condition of approving the rate increase request.  The greater the increase approved, the greater the contribution to education. 
The utilities could be an active partner in any education but professional consultants should design the programs tailored to each board customer class.  The commission should select vendors who can deliver education to specific sectors of utility customers and who understand how to design effective programs that tailor messages and approaches to the specific and diverse audiences in Pennsylvania.     
Preparation for Educating the Public on Rate Increases

Market research is the corner stone to developing sound education programs.  Currently, I am aware of only a few programs that tackled the difficult issue of increasing rates and conducted the market research to document it.  There are voluminous studies on predicting and tracking energy demand, but few that tie the information to how unanticipated rate spikes affect consumption behavior.  One  study titled “What Changes Energy Consumption Habits?  Prices versus Public Pressure” (November 2005) done for San Diego Gas and Electric analyzed actions taken during the California energy crisis in 2000-2001.   This analysis, conducted by Peter Reiss from the Graduate School of Business, Stanford University and Matthew W. White, from the Wharton School, University of Pennsylvania, determined that the average California household consumption fell more than twelve percent over a sixty day period in response to an unannounced price increase.   This study showed of how price increases will rapidly change energy consumption habits given pecuniary incentives (rate increases) and secondly, households will voluntarily reduce consumption for extended durations in response to pubic appeals for conservation.   
Use of Surveys to Gain Understand of Consumer Attitudes

In March 2001 and at various intervals during the “heyday” of electric choice in Pennsylvania, the consumer education program commissioned Baselice and Associates to survey customer awareness and attitudes.  The March 2001 survey asked the question:  “Although current law prohibits electricity prices from increasing, if prices were to increase in the future, would you make any lifestyle changes to reduce the amount of power you use?  Sixty-four percent answered “yes”, twenty-four percent said “no” and seven percent said it would depend on how much the price increases and only five percent weren’t sure or refused to answer.  

One could hypothesize that some percentage of that sixty-four percent in Pennsylvania would  voluntarily reduce their consumption, such as was demonstrated in the San Diego Gas & Electric pilot.  Another question in the same survey was: “Which Viewpoint Comes Closest to Your Own?  Sixty one percent responded positively to the following statement:  “All customers need to do their part and use less electricity in the summer months so there is enough electric power to go around for everyone.”  Thirty-one responded that “Customers should be able to use as much electricity as they want as long as they are willing to pay for it”.  Eight percent said “some of both/neither/unsure.  

It is my own belief that if this survey was done today, the percentage that would reduce electricity due to the real or perceived desire to reduce dependence on foreign oil would increase over the March 2001 survey.  More customers may be willing to reduce their consumption for reasons that were less important in 2001 than they are today.
Importance of Policies that Recognize the Ability to Pay and How that Relates to Education
The Home Energy Affordability Gap for the United States reached $23.2 billion in 2005, according to the most recent annual Home Energy Affordability Gap analysis released by Fisher, Sheehan & Colton, Public Finance and General Economics (FSC). The 2005 Affordability Gap (which include heating, cooling and electricity, but not transportation), published in April 2006, was nearly $5.0 billion higher than the Affordability Gap found just one year earlier. 

 

The Home Energy Affordability Gap documents the shortfall between what low-income households can afford to pay (measured by energy burden, which are bills as a percentage of income) and what home energy bills are estimated to be given actual state-specific fuel prices. The Affordability Gap is calculated each year on a county-by-county basis and aggregated into statewide reports. The Affordability Gap is published on an after-the-fact basis. The April 2006 analysis, in other words, uses 2005 price data (the April 2005 analysis used 2004 prices, and so forth).  
Gaining consumer acceptance among this population will be understandably difficult.  The Commission needs to be mindful that education can only go so far and that good policies will be needed. No matter how competent the education work  if costs are going to go through the roof,  customers are going to complain.   For example, it is hard to see how most residential and small business consumers can benefit from real time pricing without special consideration of their ability to understand and monitor their usage. On the other hand, time-of- use rates based on fixed rate blocks may be more appropriate for this group if real time pricing is offered at some point in the future.  At a minimum, various options for consumer block purchase of power at fixed price for flexible set time intervals may help.  Time of use does not require the level of expertise real time pricing does.  
Gaining Important Knowledge on the Universe of Customer’s Attitudes

Gathering information about customer attitudes can begin now.  There is great value in pulling resources together to gain insight into people’s attitudes through a variety of formal and informal methods.  A well-crafted baseline survey across customer classes is a good starting point.  Focus groups also create additional value that telephone survey techniques don’t provide.     
When I chaired the Council For Electricity Choice for the Commission during the heat of restructuring, we were continuously seeking clarity about whether people were “getting it”, and measuring feedback back formally and informally.  We also had a huge presence with grassroots organizations and in the media.  Organizations like Earle Palmer Brown spearheaded by Karen Connor and Burson Marstellar provided great flexibility to adjust our education and media plans as we got feedback on our efforts and provided checks and balances to keep us on message and on target.  Our own consumer education specialists provided another important vantage point to assess community understanding.  
Stakeholders Role
Stakeholder groups provide necessary representational input and should have an ongoing role in planning the education work.  Stakeholder volunteers could also serve to test specific messages beforehand.  It is easy for commissions to get insulated and rely on the “standard bearers” for advice and that does not lead to good education.  Stakeholder groups need to be representative of the affected population.       

Policy Objectives – Availability of Long Term Pricing Options Helps Consumer Confidence and the Availability of Renewable Energy
It will be an important first step to gain understanding on how the commission is perceived at the time any rate increases go into effect. Study after study supports high interest in renewable energy options.  If consumers’ prices are going up for “plain old utility service” and nothing appears to be different or improved, there is a greater risk of consumer dissatisfaction.  Renewable power can be one of those benefits.    

Long Term Pricing Options 
Long term pricing options help stabilize prices over time and put consumers more at ease. Consumer confidence is important to a successful electricity market.    
Legislative Activity Focused on Policies to Mitigate Rate Increase Impacts
The Commission should develop a legislative agenda that supports and actively promote energy efficiency legislation.  There is interest on the part of the legislature to help control fuel costs and there are current initiatives under development in this area.  Commission’s legislative office could offer active support for this effort and then inform the public of their efforts in this area.  Establish the Commission as a knowledge center and advocate for controlling rates through efficiency and conservation.   
I welcome the opportunity to help craft a plan to address the educational challenges that lie ahead for the commission.   

