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			8.5.1 Definition





	Sections 14 and 15 address the broad questions of consumer education and right to choice.  In this section we address the closely related question of how bills may be enhanced in order to help educate consumers so that they can make more informed choices about their energy use.  We define bill enhancement as making use of information, beyond that which is required for determining a customer's current bill, that is readily available to UDCs and formatting or presenting that information in a way which makes it easier for customers to understand the consequences of their actions for their bills.  Bill enhancement is thus a way of adding information to a bill, beyond the current meter read, that helps customers draw correct inferences and reach informed judgements about the effectiveness of their past actions in, and the potential of future actions for, reducing their bill.





	Because it provides additional customer information value for any given meter configuration bill enhancement is both a complement to, and a potential substitute for, the kind of information obtainable through use of meters.  





			8.5.2 Bill Enhancements Especially Helpful for Residential


				Customers





	Because it can be provided at relatively low cost (e.g., 20 to 50 cents per customer for initial set up and on the order of 1 to 5 cents per customer year) bill enhancement is of particular interest for purposes of facilitating informed choice on the part of residential customers.  Studies show that these customers would like answers to a number of questions that current, unenhanced, bill designs do not readily provide.  For example, to become better informed, these customers would like to know answers to such questions as "How much money did I save this year?," or, "Is my new refrigerator really saving energy?," or, "Am I an energy hog compared to my neighbors?"  But, as also revealed by these studies, customers are frequently mislead in their attempt to answer such questions.  Their ability to judge the success of energy efficiency actions is obscured by price and weather changes.  Presented with only unadjusted totals, they misjudge the relative contribution of different end uses to their total bill (for example, typically overestimating lighting and underestimating water heating and refrigeration).





	An important lesson from these studies is that designing bills for the purpose of making bill calculations easier to understand is very different than designing bills for the purpose of meeting customer information needs.  Relatively few residential customers are concerned about the details of how a bill is computed.  But most care about comparisons that can be provided by bill enhancements. 





	Two such kinds of comparisons are: self-comparisons, in which past and present data for an individual customer are compared; and other-customer comparisons, in which the customer is compared with an average or a range of other customers such as those who live nearby, those with similar houses, or simply all other customers.





	A number of utilities currently offer some self comparison data, such as same-month last-year usage.  But the most accurate and useful customer self-comparisons adjust for weather and price changes, compare based on multiple months, and infer a real change only if it is statistically significant.  The kinds of  comparisons that are currently provided are thus poorly matched to customers ability to analyze.  For example, it is particularly difficult for customers but easy and relatively inexpensive for utilities to carry out the desired weather and price adjustments.





	Likewise because they have the relevant usage data, as well as data on related housing characteristics, UDCs are in a position to provide "other customer" comparisons otherwise unavailable to customers.  There are many ways in which such comparisons can be developed ranging from simple to more complex.  The simplest approach is to compare usage to the "average" residential customer.  But comparison to such an abstract "average", especially if it is not defined, has little value.  The value increases when the "average" is defined and used in conjunction with other comparisons, such as between neighbors or between houses of similar size and appliance mix.  Moreover, customer-chosen comparison groups seem to have high potential for customer-to-customer information exchange, and for trying alternative energy efficiency measures and monitoring their progress.





	In short, billing enhancements offer a relatively inexpensive means of furthering the CPUC's consumer education and consumer choice, as well as closely related energy efficiency, goals -- especially for residential customers.  But there is no single best approach.  Bill enhancements can be effectively combined with related educational/informational strategies including bill stuffers and more detailed annual reports.  But customers will vary greatly in their desire for more information.  And it is important to note that, at this stage, bill enhancement is as much art as science and could be improved by continued pilot study and experimentation.





	Given its potential for furthering CPUC's restructuring goals, we consider several alternatives, pertaining to organization and funding, for encouraging the use of bill enhancements.





			8.5.3 Organizational Alternatives for Providing Bill Enhancement


				Services





	The consideration of alternative ways of organizing for bill enhancing services, eg. monopolistic or competitive, is dominated by two essential economic facts.  First, economies of scope require that enhanced billing be provided by the same entity that supplies basic billing services.  Second, compared to basic billing, enhanced billing requires a much more extensive data base as a fundamental raw data input.  In particular the enhanced bill provider must have access to more than his own customer's usage (meter) data.  In addition, the provider must have access to other relevant non-usage data (characteristics) about his own customer as well as access to similar usage and characteristics data on other than his own customers.





	The feasible set of organizational alternatives for bill enhancment services is thus tightly constrained by the alternatives that the CPUC chooses for (a) organizing basic billing services (discussed in section 8.1 and 8.2), (b) organizing metering and communications (discussed in section 11.5) and (c) accessing customer information (as discussed in section 10.0).  Other than delineating the nature of these constraints it is, therefore, not constructive to separately consider alternatives for organizing bill enhancement services.





	Rules governing access to customer information are the most important potential constraint.  Unless regulatory provision is made that allows open access to both the relevant "own" and "other" customer data bases, the competitive supply of bill enhanced services will not be feasable.  Moreover, absent this kind of strong access to customer information bill enhancement services can be provided only by an entity that has monopoly control over both the metering systems needed to generate the raw data and the basic billing function with which bill enhancement is inextricably linked. 





	 In short, bill enhancement services can be provided either through competitive or a monopoly options.  But in order to preserve either of these options, and retain at least one viable option, requires establishing strong regulatory conditions.  To preserve the competitive option the CPUC must provide for strong open access to customer information that encompasses both the relevant "own" and "other" customer data.  To preserve the monopoly option, the CPUC must create or allow for retaining a monopoly in the related metering and billing functions.





	The pros and cons of these alternatives are dealt with in other sections.





			8.5.4  Funding Alternatives for Bill Enhancement Services


	In considering alternative funding approaches, there are three basic cost characteristics of bill enhancement services that should be kept in mind.   First, the costs of bill enhancement are relatively low compared to other means of educating customers and realizing more informed consumer choice.  Second, the costs will vary depending on the level of enhancement - -  with more highly valued enhancements which involve merging meter with other kinds of data and customer surveys costing more.  Third, because it requires up front redesign aand reprogramming of the billing system, bill enhancement involves significant fixed initial set up costs.  For example, a medium level bill enhancement that might incur less that 5 cents per customer in marginal variable costs could entail an initial one-time set up cost somewhere in the neighborhood of 20 to 50 cents per customer.





	Given these cost characteristics, there are a number of basic options that could be considered.  These would include, but not necessarily be limited to the following:


		Option 1:  All bill enhancement services are optional and fully paid for by the 		customer receiving the service with payments set according to the level of 		enhancement.


		Option 2:  Some minimum level of bill enhancement is included as part of the 		basic service and paid for by all customers.  Incremental costs of enhancements 		beyond this level are paid for by customers who choose these options.


		Option 3:  Initial set up, and as appropriate, preliminary pilot study 		experimentation costs are paid for out of the  energy efficiency Public Goods 		Charge.  Customers choose the level of bill enhancement service they want and 		pay only the incremental marginal cost.





	Briefly, some of the pros and cons of these options are as follows:





	Option # 1 has the advantages of normally associated with the customer choice matching up the service with those who are willing to pay the cost and who would presumably value it most.  But this option is likely to lead to a suboptimal underinvestment in bill enhancement for two reasons.  First, the value provided by bill enhancement cannot be adequately evaluated prior ro receiving and using the service.  Second, the need to recover fixed set up costs will require pricing the service in excess of actual marginal costs.  The problem of recovering fixed costs, and the resulting "over pricing" relative to marginal cost, could be particularly severe if only a relatively few customers subscribed.





	By including a minimum level of enhancement as part of everybody's basic service, option 2 helps to overcome the "high price/underinvestment" problems associated with option 1.  However, this option creates a difficult regulatory issue--determining what  the minimum level standard of bill enhancement should be.  At this time, not enough is known about the benefits of different levels and kinds of enhancement to make reliable judgements on such a standard.  Such a standard is prone to prematurely locking-in on an ineffective "one-size-fits-all"solution and discouraging the kind of innovative experimentation necessary to discover better approaches.





	Option 3 exploits the findings in the DSM literature showing that effective bill enhancements are likely to lead to greater adoption of cost/beneficial energy efficiency measures and practices.  From this perspective, the initial experimentation and set up costs of bill enhancement may be considered part of the CPUC's proposed energy efficiency market transformation program and be funded out of the energy efficiency Public Goods Charge.  By explicitly building in provision for pilot study experimentation, this option would avoid prematurely locking-in on a suboptimal "one-size-fits-all" standard.  By providing for customer choice at marginal cost rates this option would retain the consumer choice advantages of Option #1, but without the too-high price.  Because fixed set up costs are covered , this option would also lend itself to giving customers low cost, or free, trial subscription periods which could further help offset the normal tendency to underinvest in information.  The major disadvantage with this option pertains to other opportunities for using the energy efficiency PGC funds that would have to be foregone.
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