[ he Brattle Group

DO SMART RATES
"SHORT CHANGE" CONSUMERS?

Ahmad Faruqul

NARUC 122"d Annual Meeting
Atlanta, Georgia
November 15, 2010

Copyright © 2009 The Brattle Group, Inc.

Antitrust/Competition Commercial Damages Environmental Litigation and Regulation Forensic Economics Intellectual Property International Arbitration
International Trade Product Liability Regulatory Finance and Accounting Risk Management Securities Tax Utility Regulatory Policy and Ratemaking Valuation
Electric Power Financial Institutions Natural Gas Petroleum Pharmaceuticals, Medical Devices, and Biotechnology Telecommunications and Media Transportation




The ultimate paradox

It has been shown more than 70 times that the majority of
consumers benefit from smart rates; however, progress toward

smart rates is stalled because of apprehensions that they will
harm consumers

The apprehensions are especially pronounced when it comes to
low income consumers; it is said that low income consumers will
see higher bills because they

¢ Don’t know how to respond to dynamic rates

¢ Have very little peak load to begin with
What is the empirical evidence?
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Low Income customers can respond to dynamic

pricing

Low Income Customer Responsiveness
Relative to Average Customer Response
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Most low income customers would automatically

benefit from dynamic pricing

Distribution of Dynamic Pricing Bill Impacts
- Low Income Customers on CPP Rate -
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Resolving the paradox

Peak-time rebates

¢ Create a “no lose” situation for all customers, while still providing
them an incentive to reduce peak usage

Demand subscription service

¢ Require customers to buy their “baseline” energy usage at flat
rates; changes to the baseline are bought at dynamic pricing rates

Dynamic pricing with bill protection
¢ One hundred percent protection in the first year that is gradually
phased out over three to five years

Energy stamps for low income consumers

¢ An adjunct to food stamps, they would allow the same energy
prices to be offered to all consumers
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About The Brattle Group

The Brattle Group provides consulting and expert testimony in economics, finance, and
regulation to corporations, law firms, and governments around the world.

We combine in-depth industry experience, rigorous analyses, and principled techniques to help
clients answer complex economic and financial questions in litigation and regulation, develop
strategies for changing markets, and make critical business decisions.

Climate Change Policy and Planning Rate Design, Cost Allocation, and Rate Structure
Cost of Capital Regulatory Strategy and Litigation Support
Demand Forecasting and Weather Normalization Renewables

Demand Response and Energy Efficiency Resource Planning

Electricity Market Modeling Retail Access and Restructuring

Energy Asset Valuation Risk Management

Energy Contract Litigation Market-Based Rates

Environmental Compliance Market Design and Competitive Analysis

Fuel and Power Procurement Mergers and Acquisitions

Incentive Regulation Transmission

ahmad.faruqui@brattle.com
353 Sacramento Street, Suite 1140
San Francisco, CA 94111
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