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REBUTTAL TESTIMONY OF MONICA WHITING 
ON BEHALF OF ARIZONA PUBLIC SERVICE COMPANY 

(Docket No.  E-01345A-19-0236) 

I. INTRODUCTION  

Q. PLEASE STATE YOUR NAME, JOB TITLE, AND BUSINESS ADDRESS. 

A. My name is Monica Whiting. I am Vice President of Customer Experience and 

Chief Customer Officer for Arizona Public Service Company (APS or Company).  

I am responsible for delivering key customer services and operations at APS with 

a dedicated focus on the Customer Experience.  This includes the Care Center, 

Revenue Operations, Customer Experience Strategy, Solutions and Initiatives, 

and Key Account Management.  My business address is 400 N. 5th Street, 

Phoenix, Arizona 85004. 

Q. WHAT IS YOUR EDUCATIONAL AND PROFESSIONAL 

BACKGROUND? 

A. My background and experience are set forth in Attachment MW-1RB to this 

Rebuttal Testimony.  I have worked in the utility industry for nearly 30 years, at 

public power and investor-owned utilities in different states throughout the 

country.  My experience includes working for utilities that performed in the top 

quartile of customer satisfaction nationally, as well as utilities that transformed to 

successfully move up to the top quartile.  Throughout my career, my focus has 

been on customer experience, communications, and marketing.  I joined APS in 

July 2020 because I was inspired by APS Chief Executive Officer Jeff Guldner 

and Chief Operating Officer Daniel Froetscher and their commitment to APS 

customers and Arizona.  The Company’s Executive Management is laser focused 

on putting customers at the center of everything APS does.  I wanted to join them 

in advancing the APS customer experience.  

Q. DID YOU PREVIOUSLY FILE TESTIMONY IN THIS MATTER? 

A. No. 
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Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

A. The purpose of my rebuttal testimony is to respond to recommendations and 

comments made by Staff and intervenors in this case on topics involving 

customer satisfaction, simplification of customer bills, education and outreach, 

limited-income programs, and reporting, as well as to discuss APS’s vision for 

the future in some of these key areas. 

II. SUMMARY 

Q. PLEASE SUMMARIZE YOUR REBUTTAL TESTIMONY. 

A. APS is committed to improving all aspects of customer service, including how 

the Company educates customers and the tools provided to them; working with 

stakeholders and customer research has become, and will remain, an important 

part of that process.  Specifically, in my testimony I address the following topics: 

• Simplifying APS’s residential rate offerings to better differentiate between 

rates, including providing a flat rate option for all customers. 

• With the input of customers and stakeholders, APS intends to redesign, 

simplify, and enhance all customer bills. 

• In response to the COVID-19 pandemic and in collaboration with its low-

income assistance agency partners, APS has taken action to assist those 

impacted by the pandemic and believes accepting certain proposals from 

Wildfire will further improve programs to assist limited-income 

customers. 

• APS’s Customer Education and Outreach Plan (CEOP) from the last rate 

case was not perfect, but it is not the “failure” that intervenors make it out 

to be, and while APS would prefer to focus on working together to make 

the future better, the Company cannot leave erroneous assertions 
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unrebutted because they serve as the basis for intervenor 

recommendations.  With that in mind, I include a report from Guidehouse 

(a leading global provider of consulting services to the public and 

commercial markets with expertise in the electric utility industry, utility 

education and outreach best practices, and behavioral science) to rebut the 

Alexander Report and to help incorporate best practices in our future 

customer education and outreach. 

• Numerous intervenors discussed increased reporting requirements.  I agree 

that transparency is vital to continued improvement in customer service; 

however, not all recommended reporting requirements are appropriate.  

Therefore, I recommend a reporting package I believe appropriately 

addresses the interests of stakeholders. 

III. FOCUS ON CUSTOMER EXPERIENCE 

Q. WHAT IS YOUR PLAN FOR DELIVERING AN INDUSTRY-LEADING 

CUSTOMER EXPERIENCE AT APS? 

A. APS’s goal is to deliver year-over-year improvement in overall customer 

satisfaction by advancing to industry-leading customer experience standards 

through a top-quartile ranking among other large investor-owned utilities.  APS 

will take a holistic approach to all drivers of customer satisfaction informed by 

customer research, such as: JD Power and Associates, behavioral science (which 

considers the values and preferences that factor into how customers make 

choices), and best practices in prioritization and implementation.  APS will focus 

on reliability and outage communication, value for the price paid, billing and 

payment, corporate citizenship, communications, and customer care, which 

includes the customer’s phone and digital experience.  APS will establish a 

formal customer experience strategy, an internal customer experience council, 

annual customer improvement workplans, and a Voice of the Customer program 
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to capture customer research and insights.  APS will continue to monitor, assess, 

and realign as customer expectations, technology and best practices evolve.  The 

rest of my testimony discusses some of the ways the Company plans to do this 

moving forward, in conjunction with stakeholders. 

IV. SIMPLIFICATION OF RESIDENTIAL RATE PLANS 

A. APS proposes to consolidate and simplify rates by offering three rate 

options for all non-solar residential customers.   

Q. IS APS PROPOSING ANY RATE CHANGES TO MAKE RESIDENTIAL 

SERVICE PLAN OPTIONS SIMPLER AND CLEARER FOR 

CUSTOMERS?  

A. Yes.  In response to feedback from customers and multiple intervenors, and to 

make it easier for customers to select a rate plan that meets their needs, the 

Company is proposing simplifying its rate structures and consolidating similar 

rate plans.  The proposal includes three clear and distinct rate options: a flat rate, 

a time-of-use (TOU) energy-only rate, and a TOU-with-demand rate. Under this 

proposal customers will have access to, and the ability to choose among, these 

three rate structure types irrespective of their amount of usage.  All solar 

customers will continue to have the option of choosing a TOU or demand rate.  

To effectuate the goal of simplification and move to three rate options, APS 

proposes eliminating the mandatory 90-day TOU rate trial period for new 

customers and consolidating the flat rate plans (the R-Basic family of plans) into 

one rate with multiple pricing tiers that can accommodate customers irrespective 

of usage size.  Thus, customers who use on average more than 1,000 kWh per 

month would now have a flat rate option.  This change also eliminates the annual 

rate reassignment from a standard rate plan to a TOU plan if the customer’s 

annual average monthly consumption exceeds 1,000 kWh. Additional details 
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about these changes are provided in the testimony of APS witness Jessica 

Hobbick.   

Q. VARIOUS INTERVENORS AND COMMISSIONERS HAVE 

RECOMMENDED THAT APS CHANGE THE NAMES OF 

RESIDENTIAL RATE PLANS.  DOES APS PLAN TO RENAME THE 

RESIDENTIAL RATE PLANS? 

A. Yes.  In conjunction with the proposed simplification of the residential rate plans, 

APS is working on a plan to rename them. 

Q. BRIEFLY EXPLAIN THE PROCESS APS WILL USE TO DEVELOP 

NEW NAMES FOR RATE PLANS. 

A. APS will develop new rate plan names based on customer research.  The naming 

process will be a customer-focused, data-driven effort which includes rigorous 

customer research and stakeholder input.   

Q. WHAT WILL THE OPPORTUNITIES BE FOR CUSTOMERS AND 

STAKEHOLDERS TO PROVIDE INPUT INTO THE RENAMING 

PROCESS? 

A. APS will engage with stakeholders via monthly meetings and customers through 

the Customer Advisory Board.  

B. Customer Tools 

Q. STAFF WITNESS MATT CONNOLLY INCORPORATES 

RECOMMENDATIONS FROM THE ENERGYTOOLS REPORT FOR 

NEW GRAPHICS AND WAYS TO PRESENT CUSTOMER 

INFORMATION. DO YOU AGREE WITH THOSE 

RECOMMENDATIONS?    

A. The Company is committed to providing useful, transparent, and easily 

understandable information to customers about energy usage.  The Company 
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Q. DOES APS HAVE ENERGY USAGE AND DEMAND THRESHOLD 

ALERTS AVAILABLE TO CUSTOMERS? 

A. Yes.  Currently, residential and commercial customers can opt into several 

different types of usage alert thresholds and be notified by either email or text 

when that threshold is reached.  The customer can set unique thresholds for on-

peak usage, total usage, and demand.  Customers can sign up for these alerts 

through aps.com to choose the alerts most helpful to them and their lifestyle.  In 

addition, customers can set alerts for estimated bill (cost) thresholds, outages and 

a three-day notice prior to bills being due. 

Q. IS APS CONSIDERING A GRAPHIC/VISUAL FOR CUSTOMERS’ PEAK 

USAGE ESTIMATION? 

A. APS is currently reviewing additional graphic elements for the website and other 

customer communication channels to provide customers with information in a 

meaningful way.  Any new functionality will be tested with customers, including 

through the Customer Advisory Board and stakeholder group, before 

implementation.  

Q. THE SIERRA CLUB HAS RECOMMENDED THAT APS IMPLEMENT 

“GREEN BUTTON” CONNECT-MY-DATA FUNCTIONALITY TO 

ALLOW CUSTOMERS TO MORE EASILY PROVIDE THEIR ENERGY 

USAGE DATA TO THIRD PARTIES, SUCH AS SOLAR PROVIDERS.  

WHAT IS APS’S POSITION? 

A. Currently, APS customers can view their usage data online or download it into an 

Excel spreadsheet.  If a customer wishes to provide that information to others, he 

or she can provide guest access to his or her account or send the Excel data to a 

third-party of choice.  For customers who wish to have another way to share their 

data, APS is working on implementing “Green Button” and plans to have this 

functionality by the end of 2021. 
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V. RESIDENTIAL BILL REDESIGN 

Q. DOES APS STILL INTEND TO SIMPLIFY ITS RESIDENTIAL BILLS? 

A. Yes.  APS is working to redesign and improve the customer bill based on 

customer research, industry best practices, and customer feedback about what 

information would be most helpful.  Since the rate case application was filed, 

APS has expanded the project to encompass the redesign and enhancement of all 

residential and commercial bill presentations, both paper and electronic.  The 

goal of this project is to design a bill that: 

• Is easy to read and understand; 

• Provides customers with the information they would like to have to 

manage their energy usage and monthly bill; 

• Is delivered to customers using their channel of choice (e.g., print, 

aps.com, electronic);  

• Provides customers with a bill experience consistent in language, look and 

feel with the experience on other APS communication channels (e.g., 

website, app, etc.); and 

• Incorporates best practices from the utility and other relevant industries for 

bill presentment. 

To accomplish these objectives, APS has partnered with International Business 

Machines (IBM) to leverage IBM’s extensive experience in bill redesign projects, 

both within and beyond the utility sector, designing for the customer and user 

experience and based on customer and market research. 
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Q. WILL STAKEHOLDERS BE A PART OF THE BILL REDESIGN 

PROCESS? 

A. Absolutely.  The project plan includes multiple opportunities for customer and 

stakeholder insight through research, interviews, workshops, focus groups, and 

surveys.  APS will solicit input from a diverse sample of its customer base.  The 

design process will be iterative to incorporate feedback as it is provided and will 

include testing a prototype with customers and stakeholders focus groups.  

Q. WHAT IS THE CURRENT STATUS AND TIMELINE FOR THE 

EXPANDED BILL REDESIGN PROJECT?  

A. Bill redesign projects can take from 12 to 18 months, depending on the level of 

input, review, and complexity.  Thus far, APS and IBM have held several one-on-

one interviews with stakeholders and sought input from our Customer Advisory 

Board to gather their initial feedback for the design process.  APS expects to have 

a proposed bill design by the second quarter of 2021, after which it will work to 

complete the technical implementation and provide the necessary change 

management.  Final implementation is currently expected around the end of 2021.  

This implementation schedule is aggressive, and its timely completion will 

depend on final design and presentment requirements based on customer and 

stakeholder input. APS will keep the Commission informed throughout the 

redesign and implementation process. 

Q. DID YOU REVIEW THE TESTIMONY PRESENTED BY RUCO 

WITNESS FRANK RADIGAN AND SIERRA CLUB WITNESS CHERYL 

ROBERTO REGARDING CUSTOMER BILL FORMATS? 

A. Yes.  RUCO makes suggestions it believes will simplify the bill and recommends 

that the Company redesign its residential bills as part of an overall customer 

education plan.  Sierra Club, on the other hand, prefers an expanded bill with 

extensive, detailed line items and recommends rejecting the Company’s bill 
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simplification proposal.  These conflicting views are illustrative of the challenges 

inherent in any bill redesign project.  APS will be seeking customer and 

stakeholder input throughout the process and anticipates that, in doing so, it will 

receive varying perspectives.  APS has engaged IBM to assist with, among other 

things, compiling and synthesizing these diverse perspectives and bringing them 

together with strong customer and industry research to develop an easily 

understandable and research-based bill proposal. 

Q. IS APS CONTINUING TO SEEK A WAIVER OF EXISTING BILL 

REQUIREMENTS? 

A. No.  It is too early in the bill redesign process to determine if a waiver may be 

required.  APS intends to design a new bill that will enhance the customer 

experience and present the information customers need in an understandable 

fashion.  Once the bill redesign format is finalized, APS will assess whether it 

may be appropriate to request a waiver of any Commission rule or requirement. 

VI. LIMITED-INCOME PROGRAM RECOMMENDATIONS 

Q. PLEASE PROVIDE A BRIEF OVERVIEW OF THE COMPANY’S 

PROPOSALS FOR LIMITED-INCOME CUSTOMERS IN ITS DIRECT 

TESTIMONY IN THIS CASE. 

A. In direct testimony, APS recommended changes to the Company’s limited-

income programs in order to better serve limited-income customers with more 

streamlined programs and increased funding and availability.  For instance, the 

proposal includes allowing customers to be automatically enrolled in the Energy 

Support Program (Rate Rider E-3) for a discount on their utility bill if they have 

already qualified for certain government assistance programs such as subsidized 

housing and the federal Low-Income Home Energy Assistance Program 

(LIHEAP).  APS also proposed to automatically place customers who qualify for 

Crisis Bill Assistance on the Energy Support Program. 
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In addition, APS proposed to double the annual funding amount of Crisis Bill 

Assistance from $1.25 million to $2.5 million to make additional funds available 

to more customers. 

Q. HAS THE COVID-19 PANDEMIC IMPACTED THE COMPANY’S 

APPROACH TO ITS LIMITED-INCOME PROGRAMS? 

A. Yes, the pandemic has changed much about Arizonans’ lifestyles and working 

environments, impacting the ability of customers to access assistance and 

creating the need for additional support throughout APS’s service territory.  APS 

has worked hard to make the Company’s limited-income assistance programs 

accessible and easy to navigate over the course of this year as everyone adapts to 

these rapidly changing circumstances. 

For example, in collaboration with assistance agency partners, APS improved the 

Crisis Bill Assistance and Energy Support Programs by: 

• Moving from annual recertification to a two-year recertification process, 

which allows qualified customers to stay on the Energy Support Programs 

longer without additional paperwork and processing on their part; 

• Revising the required customer consent process to accommodate partners 

such as Arizona DES, Wildfire, Chicanos Por La Causa, and other 

assistance agencies that are shifting to telephonic and online service 

models rather than in-person verification processes; and 

• Enabling online recertification for Energy Support Programs. 

APS updated aps.com to make information on both APS and external assistance 

programs more easily accessible and included information on energy assistance in 

various targeted and mass communication.  In addition to the items listed above, 

APS has voluntarily dedicated $6.8 million in non-customer funds to provide 
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direct bill assistance to customers impacted by the pandemic through the APS 

COVID-19 Customer Support Programs.   As of the beginning of November 

2020, APS has distributed over $4.7 million to customers and community 

assistance agencies, providing over 40,000 customers with much-needed help 

during this time. 

Q. HAS APS WORKED WITH STAKEHOLDERS TO IMPLEMENT 

CHANGES TO SUPPORT THIS POPULATION? 

A. Yes.  APS worked with community assistance partners to connect limited-income 

customers who have struggled or are delinquent on their bills with external 

assistance programs by sending agency-specific emails and direct mailings to 

select customers.  In addition, APS has worked with partners to include limited-

income program assistance flyers in multiple Arizona food bank boxes. 

APS also met frequently over the past several months with these partner agencies 

to listen to and understand the concerns and challenges they face as they work 

with those who have the greatest needs within Arizona communities.  APS 

quickly made the changes noted above, finding ways to be flexible and to work 

together to help customers gain access to available assistance. 

This collaboration on program enhancements and additional communication 

efforts have been successful, increasing enrollment in our Energy Support 

Programs by more than 25% from June 2019 (end of the Test Year in this case) 

through the end of September 2020. 

Q. HAS APS INCREASED THE PROMOTION OF ITS LIMITED-INCOME 

PROGRAMS DURING THE PANDEMIC? 

A. Yes.  Making customers aware of the assistance programs and resources available 

to them during this challenging time has been a top priority for APS and the 

Company has significantly increased the level of marketing and customer 
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outreach in this area.  Through 2020, APS will have provided more than 75 

million impressions through 13 different communication channels regarding 

APS’s customer assistance programs.  These include promotion of the Energy 

Support Program and Here to Help messaging that promotes APS and community 

partner assistance resources, energy efficiency programs and energy savings tips.  

Samples of APS communications are included as Attachment MW-02RB. 

Q. WILDFIRE WITNESSES CYNTHIA ZWICK AND JOHN HOWAT HAVE 

MADE SEVERAL RECOMMENDATIONS FOR CHANGES IN APS’S 

LIMITED-INCOME PROGRAMS.  HAVE YOU REVIEWED THOSE 

RECOMMENDATIONS? 

A. Yes.  Wildfire is recommending two categories of changes to APS’s Energy 

Support Programs:  an expansion of eligibility limits and a redesign and increase 

of the bill discount amounts. 

Q. DOES APS AGREE WITH WILDFIRE WITNESS ZWICK’S PROPOSAL 

TO EXPAND THE ELIGIBILITY FOR THE ENERGY SUPPORT 

PROGRAMS FROM 150% TO 200% OF THE FEDERAL POVERTY 

LIMIT? 

A. Yes.  APS agrees that, especially in light of these difficult economic times, it is 

appropriate to expand its Energy Support Programs (Rate Riders E-3 and E-4) to 

include more customers and increase the income eligibility from 150% to 200% 

of the federal income poverty guidelines.  

This expansion will complement APS’s recommendation to automatically enroll 

recipients of Crisis Bill Assistance and LIHEAP in the Energy Support Programs, 

as those programs allow customers with incomes up to 200% of the federal 

poverty level to participate.  It also will be easier to implement automatic 

enrollment by aligning the programs with most of the major state and federal 
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assistance programs, further aiding efforts to collaborate across programs and 

agencies. 

Additional funding will be required over the next several years to support the 

anticipated increased enrollment levels.  Therefore, approval of the limited-

income deferral order, proposed in APS witness Hobbick’s Direct Testimony, 

becomes even more fundamental to the Company’s ability to expand these 

programs to meet the needs of customers, and any expansion of the programs 

must be coupled with its approval.  

APS is committed to continue building awareness of the Energy Support 

Programs and will coordinate with Wildfire and other community assistance 

agencies to promote the programs and enable greater customer participation.  

APS believes these changes will streamline the administrative burden for limited-

income customers, community action agencies and APS, while providing critical 

assistance to Arizona’s most vulnerable customers. 

Q. DO ANY OF THE INTERVENORS SUPPORT THE PROPOSED 

LIMITED-INCOME DEFERRAL ORDER? 

A. Yes.  Wildfire supports the proposed deferral order.   

Q. WILDFIRE WITNESS HOWAT PROPOSES AN ALTERNATIVE AND 

EXPANDED BILL DISCOUNT DESIGN FOR ENERGY SUPPORT 

PROGRAM CUSTOMERS.  DO YOU AGREE WITH THAT PROPOSAL? 

A. No.  The Wildfire alternative discount proposal appears to contemplate a tiered 

bill discount for limited-income program participants that would be based on 

customer income, household energy burden (as determined by percentage of 

energy cost to total income) and the dollar amount of any account payment 

delinquencies.  It contemplates discounts ranging from the current 25% all the 

way up to a 79% discount.  
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APS witness Hobbick will address the details of this proposal.  APS understands 

the intent of the program, but the Company is concerned about the cost and 

complexity, and for these reasons does not support changing the 25% limited-

income discount at this time.  APS is open to exploring options to revise the 

program in the future to take energy burden into consideration. 

Q. IN LIEU OF THIS MORE COMPLICATED DISCOUNT, WILDFIRE 

RECOMMENDS INCREASING THE EXISTING BILL DISCOUNT 

FROM 25% TO 30%.  DO YOU SUPPORT THIS PROPOSAL? 

A. No.  The current 25% bill discount strikes an appropriate balance between those 

customers that need assistance and all other customers who effectively pay for 

that assistance.   

APS offers one of the largest discounts available to limited-income customers in 

Arizona.  The average monthly discount for Energy Support Program participants 

ranged from just over $22 in April 2020 to over $58 in August 2020, as the 

percentage-of-bill discount method provides more relief to customers during 

high-usage months.  In contrast, other utilities in the state offer flat monthly 

dollar discounts ranging from $16 per month to $23 per month. 

Q. WILDFIRE ALSO PROPOSES A DEBT FORGIVENESS PROGRAM.  

DOES THE COMPANY PLAN TO ADOPT THIS RECOMMENDATION? 

A. No.  APS already works collaboratively with customers to set-up and modify 

payment plans for past due balances.  As mentioned previously, there are existing 

customer assistance programs available such as LIHEAP, Coronavirus Aid, 

Relief and Economic Security (CARES) Act funding, and other community 

action agency and utility bill assistance programs, along with APS programs such 

as Crisis Bill Assistance, the Energy Support Programs, Project Share, and the 

COVID-19 Customer Support Fund.  I believe existing customer assistance 

programs, used in conjunction with APS’s extended payment arrangements, are 
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the best and most responsible way to help the most vulnerable and impacted 

customers address their current overdue balances.  

Q. ARE THERE OTHER SOURCES OF FUNDING AVAILABLE TO 

CUSTOMERS WHO ARE HAVING TROUBLE PAYING THEIR BILLS? 

A. Yes.  There are a variety of state and federal assistance programs available to 

eligible APS customers, and APS works with agency partners to connect 

customers to these programs.  From January through October of 2020, APS 

customers received over $5.2 million in LIHEAP, CARES Act, and charitable 

organization assistance, as well as approximately $4.7 million from APS-funded 

utility bill assistance.  APS provided $23.8 million in utility bill discounts and 

over $2.2 million in Weatherization improvements.  APS understands the needs 

are great, and that is why the Company is committed to continuing to support and 

expand partnerships and cooperation with community action agencies and 

charitable, state and local programs to connect our customers with available 

support and assistance.  

VII. EDUCATION AND OUTREACH PLANS 

A. The 2016 Rate Case Customer Education and Outreach Plan 

Q. CERTAIN INTERVENORS, INCLUDING STAFF, RUCO AND WRA, 

HAVE EITHER CITED OR RELIED IN PART ON THE BARBARA 

ALEXANDER REPORT1 (ALEXANDER REPORT) IN THEIR 

TESTIMONIES.  HOW HAS THE COMPANY RESPONDED TO THAT 

REPORT? 

A. APS has engaged Guidehouse Inc. (Guidehouse), a leading global provider of 

consulting services to the public and commercial markets with expertise in the 

electric utility industry, utility education and outreach best practices, and 

 
1 See Barbara R. Alexander, An Evaluation of Arizona Public Service Company’s Customer Education 
Plan and its Implementation, Docket Nos. E-01345A-19-0236 and E-01345A-19-0003 (May 19, 2020).  
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behavioral science, to (1) review and analyze the Alexander Report, and (2) 

advise APS of improvements it should consider incorporating in future customer 

education and outreach initiatives.  On November 2, 2020, Guidehouse issued a 

Review of the 2017 Customer Education and Outreach Plan & Response to the 

Plan (Guidehouse Report).  Because of its foundation in appropriately compared 

best practices, this is the document that should serve as the basis for 

recommendations going forward.  I have attached the Guidehouse Report to my 

testimony as Attachment MW-03RB and incorporate it by reference as part of my 

testimony.  

Q. BRIEFLY, WHAT DID GUIDEHOUSE CONCLUDE REGARDING THE 

ALEXANDER REPORT? 

A. The Guidehouse Report calls into question elements of the Alexander Report’s 

assessments, comparisons and conclusions.  Guidehouse identified crucial facts 

concerning the 2017 CEOP, which the Alexander Report failed to consider. 

Specifically, the Guidehouse Report identified two errors and six clarifications to 

key points in the Alexander Report.  These are discussed in detail on pp. 13-16 of 

the Guidehouse Report.  While I will not repeat each of them here, there are a few 

critical issues that I want to address: 

• The Alexander Report incorrectly states that existing customers who had 

not selected a TOU or demand rate would be involuntarily moved to one 

during transition.  No customers were involuntarily moved to TOU or 

demand rates during the rate transition.  Customers were moved to their 

Most-Like Rate during the transition (e.g., only if a customer was already 

on a plan with a demand charge could they be defaulted to a plan with a 

demand charge). 

• Demand rates remain entirely voluntary for APS customers.   
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• After completion of the rate transition period in the last rate case, 

customers who used 1,000 kWh or more on average per month were 

reassigned annually to a TOU rate consistent with Decision No. 76295.  

Based on feedback from customers and intervenors in this case, APS 

proposes to eliminate this practice and will make a non-time differentiated 

(i.e., a flat rate) available to all customers irrespective of their usage 

amount.  

• APS also included educational content to explain demand rates throughout 

the CEOP implementation. Guidehouse Report at iv-v. 

Q. DOES GUIDEHOUSE PROVIDE ANY ANALYSIS OF THE 

ALEXANDER REPORT’S USE OF THE CALIFORNIA UTILITIES’ 

MARKETING, EDUCATION AND OUTREACH PLAN (CALIFORNIA 

MEOP)? 

A. Yes.  Guidehouse found that there were critical structural differences between the 

California rate structures and transition and APS’s rate structures and transition, 

which make the California MEOP an inappropriate and inaccurate comparator.  

For example, while California’s rate plans were undergoing an enormous change 

moving from tiered untimed energy only rates to default TOU rates for all 

customers, whereas “…APS’s CEOP was designed to help transition the vast 

majority of its residential customers to rates that were structurally similar to their 

previous rates (the Most-Like Rate).”  Id. at 17.  As a reminder, APS has had 

TOU and demand rates for residential customers for decades.  Thus, the purpose 

and goals of the California MEOP were far more expansive than the purpose of 

the CEOP.  

Guidehouse also found that the California utilities’ rate transition was 

“meaningfully different in its size, complexity and breadth” and cost when 
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compared against APS’s rate transition, thus it was not a good comparator.  Id. at 

18.  For example, Southern California Edison had an approved budget of more 

than $70 million for 2017-2020.  In contrast, APS had an approved budget of $5 

million and 9 months to implement.  Given these differences in size, scope and 

underlying purpose, Guidehouse concluded that the Alexander Report’s ex post 

facto comparison of APS’s 2017 CEOP to the California utilities’ MEOPs was 

inappropriate. 

Q. HOW DO YOU RESPOND TO THE INTERVENORS WHO 

CHARACTERIZE THE CEOP AS A “FAILURE?”  

A. As is often the case, hindsight provides a clear view into things that could have 

been done differently and/or better.  But I disagree with the harsh characterization 

of the CEOP as a “failure.”  Guidehouse assessed the CEOP and compared it to 

industry norms, and they concluded that the CEOP met and, in some instances, 

exceeded industry norms.  Guidehouse also found that APS’s use of a wide range 

of traditional and digital marketing, its community-based outreach, and use of 

engaging customer materials and tools met the standards for best practices in the 

industry.  This portion of Guidehouse’s assessment can be found on pp. 39-42 of 

their report.  The Rate Review and Customer Outreach Program Evaluation of 

Arizona Public Service Company2 that was conducted by Staff consultant 

Overland Consulting likewise found that much of the CEOP was reasonable and 

appropriate.  While I agree that there are areas that the Company can look to 

improve going forward, the harsh rhetoric surrounding the 2017 CEOP is not 

supported by the facts.   

  

 
2 See Overland Consulting, Rate Review and Customer Outreach Program Evaluation of Arizona Public 
Service Company, Docket No. E-01345A-19-0003 (June 4, 2019). 
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Q. WHAT IS APS CURRENTLY DOING TO IMPROVE ITS CUSTOMER 

EDUCATION AND OUTREACH? 

A. APS holds regular Customer Advisory Board and stakeholder meetings, covering 

topics ranging from the disconnect moratorium to rate design and education.  

These serve as vehicles for gathering valuable insights.  The Customer Advisory 

Board was launched in May 2020 and is comprised of approximately 30 

customers who are diverse in geographic location, demographics (age, gender, 

income, ethnicity), APS sentiment, and service plans.  

By the Order of the Commission, APS implemented pro forma billing in March 

of 2020 that provides customers with on-bill rate plan analysis each month to see 

their lowest cost plan, current month savings, and cumulative 12-month savings.  

This regular reminder of such valuable information has led to an immediate 

increase in customers changing rate selections.  APS is also focusing its customer 

communications on topics that align with JD Power learnings including 

assistance, billing and payment programs, and energy efficiency.  

B. APS’s Plans for Future CEOPs 

Q. WHAT IS APS’S PLAN FOR ITS CUSTOMER EDUCATION AND 

OUTREACH IN THE FUTURE? 

A. Looking ahead, APS is focused on continuously improving customer 

communications and the customer experience.  While the primary focus of the 

new CEOP is customer awareness and understanding of the available rate plan 

options, it will also outline other related customer programs to create a 

coordinated and holistic approach to customer outreach and education.  The 

CEOP is an integral component of the customer experience and will continue to 

be an ongoing part of APS’s business operations, not just a one-time plan.  APS 

plans to incorporate many of the learnings from the 2017 CEOP as well as best 

practices recommended by Guidehouse and others.  Key elements of the CEOP 



 
 

-21- 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

will include an overview of objectives, related research and key learnings, 

limited-income program, messaging strategy, communication tactics, call center 

training and a performance measurement plan.  APS intends to provide a new 

CEOP that is informed by the Commission decision in this case, which 

encompasses the items discussed below.  

Q. WHAT WILL THE NEW CEOP ADDRESS? 

A. The Company has heard customers, stakeholders and Commissioners.  As I stated 

above, customers are at the heart of everything APS does.  The Company’s new 

CEOP will be designed with the customers in mind and will take a robust 

approach to addressing their needs and concerns.  The new CEOP will consider:  

• Customer and Stakeholder Feedback – APS will seek the Voice of the 

Customer through various customer research approaches and will engage 

external stakeholders through a structured process to solicit 

recommendations and input throughout the CEOP development process.  

• Industry best practices – APS will engage external consulting resources 

with utility industry knowledge and experience, as well as communication 

and marketing subject matter expertise, in the development of the CEOP.  

• Rate plan lifecycle approach – The CEOP will go beyond the initial 

customer education and awareness phase that enables a customer to make 

an informed rate plan choice that meets individual needs and preferences – 

whether that be a focus on cost, convenience, or other considerations.  The 

CEOP will also address how to help customers optimize their selected 

plans over time through plan-centric energy tips, reminders about energy 

efficiency program options and energy usage alerts.  
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• Behavioral science – Research in this area indicates that most people tend 

to stay with the status quo or default option when faced with a decision.  

Behavioral science indicates that for those people who do make an active 

choice, a wide range of non-economic factors are likely to influence the 

decision-making process.  As a result, both economic and non-economic 

factors should be integrated into the tools and materials used to inform 

customers about their rate choices.  By addressing other customer 

motivators as well as the most economical plan (MEP), customers will be 

able to make a more informed choice and have a better experience.  

• Integration – The CEOP will address how to integrate related customer 

programs to create a holistic, customer-centric outreach plan.  Examples of 

programs to be integrated into the CEOP include limited-income 

assistance programs, energy efficiency program offerings, energy usage 

alerts, and billing and payment programs such as Budget Billing that assist 

customers with affordability and provide convenience.  

• Cross-channel integration – The CEOP will ensure consistency of rate and 

program information and presentation across various customer touch 

points:  Care Center, aps.com, billing, rate comparison tool, promotional 

materials, emails, digital communication, etc. 

• Simplicity – A key objective of the CEOP will be to simplify the 

presentation of rate plan and program offerings for customers.  This will 

include the use of visuals and infographics.  Messages and content will be 

pre-tested with customers. 

• Broad and Targeted Customer Outreach – The CEOP will be designed to 

achieve broad awareness of offerings, options and programs that factor 



 
 

-23- 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

into overall customer satisfaction while targeting customer 

communications that reflect a personalized preference or a call to action 

specific to a customer or customer segment. 

• Customer Segmentation – The CEOP will identify and address the unique 

needs and perspectives of customers through a thoughtful approach to 

customer segmentation.  Customer segments that will be addressed include 

limited-income customers, customers who prefer Spanish language 

communications and other unique customer segments.  The intent of this 

customer segmentation is to improve the effectiveness of education and 

outreach by better understanding and addressing customers’ needs, 

preferences and challenges and how best to reach each segment. 

• Performance Measurement – The CEOP will include a performance 

evaluation plan that documents and evaluates the performance of program-

related initiatives.  Performance evaluation will be used to inform changes 

to program efforts and materials in an ongoing cycle of continuous process 

improvement. 

Q. DO YOU HAVE A DIGITAL ENGAGEMENT FOCUS AS PART OF 

YOUR FUTURE EDUCATION AND OUTREACH PLANS? 

A. Yes.  Digital engagement is a significant driver of customer satisfaction.  APS 

will seek customer input, adopt best practices, and focus on providing or 

enhancing the most important digital transactions.  

One example of digital engagement is our work on an Energy Estimator Tool that 

will be available to residential customers on aps.com in the first quarter of 2021.  

This tool, which is in the development stage, will help customers understand their 

demand impacts of running single appliances or multiple appliances together 

during peak hours, and how changes in appliance use can impact the amount and 
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cost of their usage or demand.  The tool also will allow customers to select 

different configurations of home sizes, seasons and rate plans.  As previously 

noted, this tool is based on customer research and includes stakeholder input. 

VIII. SUBSCRIPTION RATE PILOT PROGRAM 

Q. IN LIGHT OF THE INTERVENOR TESTIMONY LARGELY 

RECOMMENDING THAT THE COMPANY’S PROPOSED 

SUBSCRIPTION RATE PILOT PROGRAM BE REJECTED, DOES APS 

PLAN TO PURSUE THE SUBSCRIPTION RATE? 

A. No.  APS is withdrawing the subscription rate option from our overall rate plan 

proposal.  In the future, APS will do additional customer research and work with 

customers and stakeholders to discuss the program purpose and design.  

Currently, however, APS’s immediate focus is on simplifying our core rate plan 

portfolio, enhancing our CEOP and including the integration of customer 

programs to deliver a great customer experience and value, with a particular 

emphasis on our limited-income customers. 

IX. CUSTOMER SERVICE REPORTING RECOMMENDATIONS 

Q. DID YOU REVIEW THE PROPOSED CUSTOMER SERVICE 

REPORTING REQUIREMENTS, AND DO YOU HAVE ANY GENERAL 

COMMENTS? 

A. Yes.  APS witness Barbara Lockwood explains APS’s overall proposed reporting 

strategy.  An appropriate set of reporting requirements should provide meaningful 

insight into APS’s customer service and help track the Company’s performance 

over time.  For that reason, I do not support several of the recommendations made 

by intervenors as they are too detailed and specific to very narrow issues.  

Additionally, while APS is aggressively pursuing improvements in customer 

service, prescriptive targets can have unintended consequences and lead to 

negative incentives, undermining agility as customer expectations and best 
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practices evolve over time.  As APS continues to improve its customer service, 

the Company must also maintain flexibility in its approach and methods.  Tying 

customer service too stringently to any specific metric can hamper overall 

progress.  Before I get to my recommendations, I would like to clear up some 

comments made about APS’s customer service metrics.  

Q. HAVE YOU REVIEWED RUCO’S DIRECT TESTIMONY REGARDING 

J.D. POWER? 

A. Yes.  RUCO’s claims regarding the Company’s use of J.D. Power are incorrect.  I 

address these claims below.  

Q. DID THE COMPANY STOP USING J.D. POWER AFTER THE 2016 

RATE CASE? 

A. No.  The Company continued to subscribe to the J.D. Power Electric Residential 

Customer Satisfaction study from 2017 to 2020 and analyzed and reported its 

results on a quarterly basis to Officers, Customer Service and Communications.  

In 2017, APS transitioned the metric used for determining incentive 

compensation from J.D. Power to a different customer satisfaction metric called 

the Customer Contact Tracker (CCT).  It is common practice for utilities to adjust 

their customer satisfaction measurements, shifting between various syndicated 

studies, transactional surveys, or proprietary studies depending on the specific 

needs of the company. 

CCT is different from J.D. Power in that CCT surveys a customer about his or her 

experience about specific types of recent transactions with the Company, such as 

when a customer calls our Care Center, whereas J.D. Power surveys customers 

randomly, irrespective of whether they have had a recent interaction with the 

Company.  The shift to CCT was timed with the Company’s conversion to a new 

billing system in order to address any challenges in phone service levels and 

billing during the migration.  CCT enabled APS to monitor performance during 
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this transition using near-real-time data (vs. quarterly data with J.D. Power) to 

serve as a leading indicator for performance and measurement improvement.  

APS switched to CCT to monitor and respond to customers during this major 

transition, not to circumvent declining satisfaction results as RUCO alleged.  As 

RUCO acknowledged in its testimony, APS shifted to CCT to provide greater 

insight into the customer experience following a specific customer interaction 

with APS, and the Company continues to use CCT today given its usefulness as a 

transaction study.  

Going forward, APS will be using the J.D. Power overall satisfaction ranking as a 

company-wide incentive metric to take a more holistic approach to analyzing and 

addressing overall customer satisfaction.  The Company will continue to track 

transactional performance through transactional studies similar to CCT.  These 

types of tools remain useful in making year-to-year improvements and 

monitoring performance through specific transactions and channels.  

Q. WHAT DO YOU RECOMMEND FOR REPORTING REQUIREMENTS? 

A. The table below lists my recommended reporting requirements and their 

frequency.  These items were generally supported by Staff, Sierra Club and 

RUCO.  
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Figure 2 

Proposed Customer Service Reporting and Frequency 

Category Description Frequency 

Rate Selection 

Residential customer rate 
plan distribution 

Quarterly; until the 
next rate case 

Number of customers on 
MEP 

Quarterly; until the 
next rate case 

Care Center 
Performance 

Percent of service calls 
answered within 30 seconds Quarterly 

Customer 
Satisfaction 

JD Power customer 
satisfaction rankings Quarterly 

Customer 
Complaints ACC complaints Quarterly 

 

Q. PLEASE ELABORATE ON THE RECOMMENDATIONS ABOVE. 

A. Each of the items in the table are discussed below. 

A. Rate Selection 

Preserving customer choice is an important part of APS’s rate plans, as is 

providing the correct education to help customers understand their rate options.  

Tracking metrics like these gives one view into how effective that education is, as 

well as how other mechanics of APS’s rates are operating.  As APS embarks on a 

new education plan, and while the rate plans are newer, quarterly reporting is 

appropriate.  APS believes that reporting on these items until the next rate case 

will provide sufficient time to analyze how customers continue to move between 

rates. 

B. Care Center Performance 

The Care Center is an integral part of APS’s relationship with customers.  How 

quickly representatives respond to customer calls is one indicator of how 

efficiently the call center is performing.  While APS tracks Care Center 

performance on a daily basis, due to known seasonal variations, I recommend 
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quarterly reporting for these statistics.  A telephone service level, measured in the 

percentage of calls answered in 30 seconds or less, is a universal and best practice 

call centers measure across the industry.  It is worth noting that answering 80% of 

calls in 30 seconds or less is best-in-class performance, and many utilities 

perform below this threshold.  

C. Customer Satisfaction 

Customer satisfaction is a top priority for APS.  As such, the Company will focus 

reporting efforts to measure overall customer satisfaction.  APS uses J.D. Power’s 

nationally syndicated Electric Residential customer satisfaction survey.  To 

perform well in J.D. Power’s overall customer satisfaction, a utility must perform 

in six key drivers of customer satisfaction and 40+ attributes.  Results are 

reported as a ranking compared to other utilities. 

D. ACC Complaints 

Customer feedback is foundational to customer satisfaction and the Company’s 

ongoing improvement efforts to enhance customer experiences.  Therefore, I 

support quarterly reporting of ACC complaints.  

Q. CERTAIN INTERVENORS CONTEND THAT ACC COMPLAINTS 

ABOUT APS HAVE BEEN TRENDING UPWARD IN 2019 AND 2020.  

CAN YOU ADDRESS THE NUMBER OF COMPLAINTS THE 

COMPANY IS EXPERIENCING AND ANY CURRENT TRENDS? 

A. The total number of ACC customer complaints are decreasing when compared 

year-over-year.  The data below show an increase in ACC customer complaints 

after the 2016 rate case, which peaked in 2018.  The most impactful changes from 

a customer complaint standpoint were related to the new billing system 

conversion, new rates and the rate migration.  The downward trend identified in 

2019 and 2020 is a reflection of stabilizing the new customer billing system, and 

customers acclimating to both new rates and prices from the August 2017 rate 
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settlement, along with significant improvements in our Care Center performance.  

Since 2017, the Company has seen year-over-year improvement in service levels 

for residential and business customers.  As of the end of October 2020, Care 

Center advisors are answering 74% of calls in 30 seconds compared to 43% in 

2017. 

 
Figure 3 

Annual ACC Customer Complaints 

Year Customer Complaints (ACC) 

2016 533 

2017 958 

2018 1109 

2019 505 

2020 2833 

 
Q. STAFF RECOMMENDED REPORTING ON KEY CREDIT AND 

COLLECTION METRICS.  WHY ARE THOSE NOT IN YOUR 

RECOMMENDATION? 

A. I agree with Staff that disconnects, payment arrangements and similar items are 

extremely important to track and provide transparency.  However, APS already 

reports on these items in a number of places.  Additionally, the Commission 

currently has a rulemaking docket (Docket No. RU-00000A-19-0132) open 

where the Commission will likely decide issues such as reporting these and 

 
3 Through September 2020. 
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similar topics for all jurisdictional utilities in the state.  It is more appropriate to 

determine these kinds of reporting requirements in a generic proceeding.  

X. CONCLUSION 

Q. DO YOU HAVE ANY CLOSING COMMENTS? 

A. APS’s mission is to provide customers with clean, reliable and affordable energy.  

This commitment to customers is at APS’s core.  With customers at the center, 

APS will deliver an industry-leading customer experience and improve customer 

satisfaction.  APS will accomplish this through items noted in my testimony and 

prioritizing what matters most to our customers in the areas of reliability, value 

for price, billing and payment experience, community and environmental 

stewardship, customer communication, and customer care, including customers’ 

digital and phone experience.  APS is committed to moving forward and 

continuing to collaborate with customers and stakeholders as the Company 

provides the essential and important service they rely on to power their homes, 

schools, and businesses. 
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Vice President, Customer Experience 
 
TECO -- Tampa Electric Company (TEC) & Peoples Gas System (PGS), Tampa, FL                         Jan 2017 - July 2020 
Vice President, Customer Experience 

• Member of TECO’s Executive Leadership & Officer team serving TEC’s & PGS’s 1.2 million plus customers, $2.5 billion in 
revenue and annual budget of $65 million plus 

• Leader of approximately 470 union and professional employees 
• Responsible for TECO’s Customer Strategy & Transformation, including Customer Revenue, Strategic Customer Accounts, 

New Construction, Customer Experience Centers, Customer Solutions & Digital Customer Experience, Energy Efficiency & 
Renewable Programs, Customer Systems Administration, Corporate Communication & Marketing, Customer Strategy, Voice 
of the Customer Program, Compliance & Continuous Improvement. 

• Key Accomplishments in three years Include: 
o Successful implementation and stabilization of new customer billing system 
o Integration and management of 80 plus systems & business processes that deliver Customer Experience 
o Deployment of company’s first digital strategy 

 62% plus active customer accounts 
 Ranked in 1st quartile nationally for mobile experience and 2nd quartile nationally overall digital 

experience in JD Power’s 2019 Digital Study 
 48% customers on electronic billing 
 72% of customers pay electronically 

o Transformation of customer operations since 2016 including: 
 17% reduction in call volume 
 72% improvement in service level 
 87% improvement in abandonment rate 
 14% improvement in average handle time 
 91% improvement in average speed of answer 
 6% reduction in operating costs 
 50% plus reduction in billing exceptions and estimated bills 
 99% plus or greater of bills produced accurately and timely 
 25% FTE reduction 
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TECO Continued –  
o Developed & Implemented corporate customer experience strategy 

 Tampa Electric -- Year-over-year JD Power improvement for residential and business customers achieving 
company’s highest scores and improved Net Promoter Scores  

• Improved 98 points in residential study moving from ranking of 101 to 46 nationally 
• Named among most improved utilities from 2017 – 2019 
• Improved 102 points in business study moving from ranking of 57 to 18  
• Improved Net Promoter Scores by 12 points for Residential and 15 points for Business 
• Named by Escalent as 2019 Trusted Business Partner 

 Peoples Gas – Improved already industry leading scores ranking top 3 in the nation 
• Earned Highest in Residential Customer Satisfaction among Midsize Natural Gas Utilities in the 

South, 7 years in a row;  
• Earned Highest in Business Customer Satisfaction in the South Segment for the 3rd time.  
• Named by Cogent/Escalent:  2019 Most Trusted Brand & Customer Engagement for the 5th time; 

also named Customer & Environmental Champion for the sixth consecutive year; 2019 Easiest 
Utility to Do Business With 

o Key contributor to successful corporate revenue & financial success through 
 Economic Vitality & Retention contracts 
 Industry leading write-off and aged-receivable management 
 Reductions in operating expenses while improving service levels and employee engagement 
 Revenue generation through fraud management, revenue generating products and services 

o Member of Unified Command for Hurricane and Pandemic Response 
o Customer Experience team accomplished more than 1 million hours worked with zero recordables 
o Customer Experience employees ranked high in Employee Engagement scores compared to industry benchmarks 
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Chief Customer Officer 
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Engagement, Corporate Communications & Strategic Marketing including Digital Media & Services, SmartGrid, Demand-
Side Management & Renewable Programs and Field & Meter Services Operations. 

• Active member of Senior Leadership Team working in partnership with CEO, CFO, CHO & Operating Chiefs, as well as Board 
of Directors   

Key Accomplishments include: 
• Led organization through customer-centric & employee engagement culture transformation using Accelerated Corporate 

Transformation strategic planning model 
• Led JEA transformation from worst to first in JD Power Customer Satisfaction in 3 years 
• Most improved utility nationally (2010 – 2015) & (2011 – 2016) 
• #1 in Business South Mid-Size Segment and in Florida – 2016 
• #1 in every business driver in South Mid-Size Segment and top quartile nationally – 2016  
• Moved from 4th quartile – 1st quartile in less than 3 years for both residential & business – 2012 – 2015 

• 1st quartile in customer service operating costs nationally – 12% reduction 
• Improved employee satisfaction & engagement, including union relationships 
• 40% improvement of safety recordable incident rate 
• Transformed Customer Experience technology reliability & functionality to best-in-class website & IVR, handling 78% of 

transactions, earning best-in-class distinction by JD Power and other industry benchmarks 
• Executive Sponsor of successful implementations and upgrades of several key Customer Experience technologies including 

billing system, outage management system, meter data management, e-payments, etc. 
• Improved Account Management Practices from 3rd Quartile to Best in Class – E Source 
• Recovery of more than $5 million of unbilled revenue in two years, through improved infrastructure maintenance, data 

analytics, process improvements and employee training 
• Delivered organization’s best customer experience during Hurricane Hermine and Matthew Restoration Response 

• 85-90% outage reporting & communication through web, IVR and text 
• Phone calls answered in less than 60 second Average Speed of Answer 
• Increased Social Media, Outage Map and Notification Volume 60 – 100 times normal 
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Colorado Springs Utilities, Colorado Springs, CO                                                  August 1999 – March 2013 & Feb. 1994 – April 1997 
Customer Revenue & Service Department General Manager                                                                 (April 2008 – March 2013) 
Customer Service Department Manager                                                                       (April 2004 – April 2008) 

• Lead up to 170 exempt & non-exempt employees plus vendor contracts 
• Responsible for delivering nationally recognized customer service to more than 250,000 combined electric, natural 

gas, water & wastewater customers.  
• Billing & revenue collection of more than $850 million annually 
• $15 million plus annual operating budget 
• Functional areas include Customer Billing, Customer Collections & Payment, Strategic Account Management, 

Economic Development, Product & Service Development and Delivery, Business System Analysts and Customer 
Service Center.  

Key Accomplishments include:  
• Annual top quartile JD Power rankings in Customer Satisfaction – Residential & Business 
• Improved operating efficiencies 9% - 30% annually bringing operating costs within benchmarks 

o $1.5 million in savings and 10% labor reductions through employee-led continuous improvement efforts, 
automation and metric management 

• Development & execution of new corporate Economic Vitality Strategy in partnership with City & EDC, enhancing 
community relationships & reputation, developing portfolio tools include new rate options & special contracts, 
helping retain and acquire new jobs 

• Development of strong safety culture with employee accountability  
• Emergency Response to weather-related events and Waldo Canyon Fire 
• Development of Water Conservation & Drought Plans including Xeriscape Education, Conservation Rates, Watering 

Restrictions & Enforcement, Education and new Wastewater Rates 
Market Development Manager                                                                    (October 2003 – April 2004) 
Residential & Business Market Manager                                                                         (July 2003 – October 2003) 
Residential Market Manager                                                                            (July 2001 – July 2003) 
Product Manager                                                                        (August 1999 – July 2001) 

• Led various senior professional staff and cross-divisional project teams in the development & management of a robust 
portfolio of Products & Services  

• Built organization’s Product Development and Management Program for Energy and Water Demand Side Management 
(DSM), Revenue Generating Customer Solutions and Customer Assistance Programs 

• Developed Electric DSM strategic plan yielding commodity use reductions to meet RPS & Reduction Goals 
• Directed organization’s community-wide Water Saver project saving more than 6 million gallons of annual water 

savings in 2003 drought 
• $1.7 million in non-regulated net revenue & $2 million in regulated revenue 
• Expanded Customer Solution portfolio from three offerings to more than 50 customer solutions to generate non-

regulated revenue, increase customer assistance support and customer satisfaction: 
• Developed organization’s business planning and financial analysis tools and processes for products and services, 

ensuring positive return on investments 
Marketing Program Coordinator                                                       January 1997 - April 1997/April – August 1997 (consultant) 
City of Colorado Springs & Colorado Springs Utilities, Colorado Springs CO                                        February 1994 – January 1997 
Public Communications Specialist II/Public Communications    
                                       
Anaheim Public Utilities, Anaheim, CA                                                                                                                  September 1997 – July 1999 
Project Manager/Strategic Marketing Manager        
 
Compassion International, Colorado Springs, Colorado                                                                    July 1992 -February 1994 
Special Events Coordinator & Public Information Manager 
 
Pasadena Tournament of Roses Association, Pasadena, California                                                                           July 1991 - July 1992 
Public Relations Assistant 
 
EDUCATION 
University of Southern California, Los Angeles, California                                                                                                               May 1991 
Bachelor of Arts in Public Relations/Journalism 
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COMMUNITY & INDUSTRY BOARDS & COMMITTEES 
Current 
•  J.D. Power Executive Council  •  AEIC Customer Service Executive Committee Vice Chair •  CS Week Executive Committee 
Member. •   EEI Customer Centricity Committee Member.  
 
Past     
Board Member American Red Cross (Central Florida/Tampa Region) •   2013 – 2016 Board Member Leadership Jacksonville 
(Alumni Relations & Collegiate Leadership Experience Chair)  • 2015-2016 Board Member North Florida Region Red Cross  •  
2014-2015 NE Florida United Way Campaign  Cabinet  •  2013 & 2014 Chair of LPPC Customer Service Executive Committee •  
2012-2017 Knowledge Customer Service Advisory Planning Committee    Oracle Customer Service Executive Committee  •  NE 
Florida United Way Leader in Giving    •  Colorado Springs Technology Incubator Board Member/Marketing and Metric Sub-team 
Chair  •  Colorado Springs Regional Sustainability Planning Committee & Economic Development Sub-Team •   Regional AWWA 
Customer Relationship Board Communications Chair  •  Board Member of Child Nursery Centers  •  Governor Appointment to 
Colorado’s Low Income Energy Assistance Commission (completed 2nd Term)  • Past Community (Colorado Springs) Economic 
Development Steering Committee Member.   
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Sample Communication 2:
Print ads were run in several newspapers throughout October into early November.  
There were several versions of the ad, and a sample is included below.
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Sample Communication 3 (continued):
Here to Help emails were sent to customers on September 15, 2020 (English) and 
September 21, 2020 (Spanish). Emails were sent to customers in both English and 
Spanish based on the customer’s selected preference 

Part 2: 
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Executive Summary  

Arizona Public Service Company (APS) engaged Guidehouse Inc. (Guidehouse) to provide an 
objective review of the APS 2017 Customer Education and Outreach Plan (CEOP) developed 
for the rate transition approved in the 2016 rate case and to assess subsequent responses to 
the CEOP, with particular focus on the report An Evaluation of Arizona Public Service 
Company’s Customer Education Plan and its Implementation by Barbara Alexander Consulting 
LLC (Alexander Report). As part of this review, Guidehouse identified important context around 
customer education and outreach best practices and customer behavior related to the rollout of 
new rate plans, conducted a high-level evaluation of APS’s 2017 CEOP from this perspective, 
and made recommendations for future customer education and outreach efforts related to rates. 

From this review, Guidehouse identified two corrections and six clarifications to key points in the 
Alexander Report that are relevant to and missing from the current narrative around the 2017 
CEOP and its implementation. Guidehouse also found that, overall, the Alexander Report’s 
comparison between the CEOP and “best practices” from the California marketing, education 
and outreach plans has several critical flaws, particularly as an ex post facto (retrospective) 
evaluation. Guidehouse then broadened the lens of best practices into five comprehensive 
areas and found that the 2017 CEOP and its implementation performed at the “industry norm” 
level in three areas and at the best practice level in two areas. From a behavioral science 
perspective, APS’s 2017 CEOP and its implementation were successful at integrating four 
important behavioral best practices into outreach and education efforts. Guidehouse also 
identified four areas in which APS could use behavioral science insights to improve a future 
CEOP and included these concepts in our recommendations.  

Issue Overview 

On August 18, 2017, the ACC approved the APS 2016 Rate Case under a Settlement 
Agreement in Decision No. 76295,1 including both a rate increase and new rate plans. This 
decision also required APS to file a CEOP to educate customers about their new residential rate 
plan options. Essentially, the new rate plans were revisions of existing rate plans, with several 
modifications to better align rates with costs. The new rate plans did not represent fundamental 
structural changes to APS’s residential rate design (e.g., a change from flat or tiered rates to 
time-based rates), unless customers voluntarily selected such a change. The customer “rate 
transition” involved the following key actions: 

• Instituting a rate increase, per the outcome determined in Decision No. 76295. 

• Instituting new time-of-use (TOU) periods and other modifications (summer/winter 
differential changes, fewer on-peak hours, and more off-peak holidays), per the outcome 
determined in Decision No. 76295. 

• Informing and educating customers to enable them to select their preferred rate plan. 

• Defaulting customers to their “Most-Like Rate” from February 1 to May 1, 2018, if they 
did not select an alternative prior to the automatic transition period. The Most-Like Rate 

1 Arizona Corporation Commission, Decision No. 76295, August 18, 2017, 
https://docket.images.azcc.gov/0000182160.pdf.  

Attachment MW-03RB 
Page 3 of 74



default was approved as part of Decision No. 76295 and agreed to by the settling 
parties. 

The development of the CEOP and collection of formal stakeholder feedback both took place 
through a short three-step process defined in Decision No. 76295: 15 business days for APS to 
file the draft CEOP, 10 days for stakeholders to file comments, and 10 days for APS to file the 
final plan. 

Guidehouse notes that the final CEOP filed September 29, 2017 is a 12-page document that 
provided a written overview of APS’s plan. It is a relatively high-level summary that was finalized 
on a short timeframe, and as such did not include details on the many separate and specific 
education and outreach activities APS undertook over the course of the entire rate transition 
timeline.  

APS moved forward with its rate transition-focused outreach and education activities from 
October 2017 to May 2018, and the automatic rate transition for customers who had not 
selected a new plan began February 1, 2018 and was completed by May 1, 2018, as approved 
in Decision No. 76295. However, on January 9, 2019, the ACC directed the Utilities Division 
Staff to conduct a review of the effectiveness of APS’s CEOP and to initiate a rate review of 
APS’s current rates (APS 2019 Rate Review).2 

In Decision No. 77270 on June 27, 2019,3 the ACC directed Commission Staff to “select and 
hire an independent consultant, paid for by APS, to develop a program to properly and 
adequately educate customers on all aspects of APS's rate plans.” Commission Staff hired 
Barbara Alexander Consulting LLC, which resulted in the Alexander Report published recently 
on May 19, 2020. However, this report did not develop the program on APS’s behalf and 
focused instead on evaluating the 2017 CEOP.4 

Review of the Alexander Report 

Guidehouse closely reviewed the Alexander Report in two major areas: (1) key findings 
regarding the 2017 CEOP and its implementation and (2) the basic premise of the Alexander 
Report, which is that the ME&O plans developed by the California investor-owned utilities 
(IOUs) should serve as the basis for comparing APS’s CEOP to best practice. The objectives of 
this review were to determine if the Alexander Report had accurately characterized what 
occurred leading up to and during the rate transition process, and if there were any flaws with 
the comparison of APS’s CEOP to California’s default TOU ME&O campaign and whether this 
was an appropriate comparison. 

Alexander Report Corrections and Clarifications 

Guidehouse identified two corrections and six clarifications to key findings in the Alexander 
Report that are relevant to and missing from the current narrative around the 2017 CEOP and 

2 Docket No. E-01345A-19-0003. 
3 Arizona Corporation Commission, Decision No. 77270, June 27, 2019, Docket No. E-01345A-19-0003, 
https://docket.images.azcc.gov/0000198805.pdf.  
4 “While this Report identifies the shortcomings of APS's Customer Education Plan, it is not my recommendation that 
the Commission or the Commission Staff should develop a customer education plan or implement customer 
education on behalf of APS.” Page 7, An Evaluation of Arizona Public Service Company’s Customer Education Plan 
and its Implementation, Barbara Alexander Consulting LLC, May 19, 2020. 
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residential customers in making the major shift from tiered,7 non-time differentiated rates to 
default TOU rates in a few short years. The Alexander Report points to SCE’s ME&O plan as its 
primary example of best practices, so Guidehouse primarily conducted much of its assessment 
in comparison to SCE’s ME&O activities. 

Guidehouse identified four critical structural differences between SCE’s TOU rate transition and 
APS’s rate transition that make comparing these two examples problematic and, without a full 
and accurate understanding of both the California and APS rate transitions, potentially 
misleading. The APS and SCE rate transitions had fundamentally different: 

1. Customer starting places: Following years of divergent rate offerings and education, 
SCE’s and APS’s residential customers started their respective transitions at very 
different pre-existing levels of understanding and experience with TOU rates. Overall, 
SCE’s customers were undergoing a fundamental change transitioning from tiered rates 
to default TOU rates. Conversely, the majority of APS’s customers, already having been 
on TOU rates, were facing an important but more evolutionary transition that was a 
continuation of longstanding trends and policy. Further, no APS customers were 
involuntarily moved or otherwise defaulted to TOU rates in the rate transition itself. 

2. Customer educational needs: SCE’s TOU ME&O plan is designed to help transition 
nearly all of its residential customers from non-time differentiated rates to TOU rates – a 
significant change, particularly in such a short time period – whereas APS’s CEOP was 
designed to help transition the vast majority of its residential customers to rates that 
were structurally similar to their previous rates (the Most-Like Rate).  

3. Policy objectives and Commission directives: While SCE was embarking on 
transitioning nearly all its residential customers from non-time differentiated rates to TOU 
rates, the majority of APS’s residential customers had already been on TOU rates for 
more than a decade.8 This important difference led the Commissions in Arizona and 
California to order their respective utilities to develop outreach plans with differing levels 
of specificity and prescription. 

4. Customer education budget size and complexity: The California Public Utilities 
Commission (CPUC) authorized a default ME&O budget for SCE that was much larger 
and more complex than APS’s CEOP budget (SCE budgeted more than $70 million for 
2017-2020, compared to $5 million for APS) because SCE’s rate transition was 
meaningfully different in its size, complexity, and breadth compared to APS’s rate 
transition. 

Utility Education & Outreach Best Practices 

Beyond California, many utilities are moving towards modernizing their rates and leveraging 
digital tools and advanced data capabilities to enhance customer experiences, including 
education and outreach. Utilities are proceeding cautiously during this transition and are often 
hindered by technical challenges and evolving best practices. Furthermore, regulatory 

7 Tiered electricity rates have multiple price tiers based on consumption levels, each with a different fixed $/kWh rate. 
When a customer’s electricity consumption moves into the next tier, each additional kWh of consumption is charged 
at the rate for that tier. 
8 Since 2009, more than 50% of APS’s residential customers have been on a TOU-energy or TOU-demand rate. 
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➢ Relating to Customer Research and Experience: Guidehouse recommends that APS 
consider conducting customer segmentation and ongoing process evaluation research for a 
period of 2 to 3 years prior to and following the rollout of new rates to better understand 
customer perspectives, motivations, barriers, and expectations and how they vary across 
important segments of the population. This research could be used to inform program 
outreach activities and materials using a continuous process improvement approach. 
Guidehouse recommends that APS consider opportunities for expanding its behavioral 
nudge efforts whenever feasible. APS should also consider additional tool enhancements 
that facilitate customer engagement and increase rate choice awareness.  

➢ Relating to Behavioral Science Review and Research: Guidehouse recommends that 
future rate change CEOPs integrate both economic and non-economic factors into the tools 
and materials used to inform customers about their rate choices. An exclusive education 
and outreach plan focused on the MEP ignores other potential considerations that can be 
very important to some customers. Guidehouse recommends that APS perform behavioral 
diagnostics and research to assess how customers are evaluating rate options and 
determine the values that customers reference when making a choice (as well as the biases 
that shape their choice). APS can use such behavioral diagnostics and evaluation as a 
means of enhancing the formatting and content of key rate-related communications such as 
welcome packets, bills, and other utility communications.    

➢ Relating to Objectives, Metrics, and Reporting: Guidehouse recommends that APS take 
a more programmatic approach to planning, implementing, and evaluating the customer 
response to new rates. Guidehouse recommends that APS create an evaluation plan that 
documents utility goals and evaluates the performance of rate-related initiatives against 
strategic objectives. Evaluation findings should be used to inform changes to program 
efforts and materials in an ongoing cycle of continuous process improvement. It is important 
to emphasize that metrics should not only document marketing and education outputs, but 
they should also reflect the behavioral science research discussed above to measure the 
impact of marketing and education activities on customer awareness, perceptions, 
knowledge, behavior, barriers, and experience.  

➢ Relating to Stakeholder Engagement and Input: A regular, ongoing stakeholder 
engagement process – particularly in an environment where multiple programs and other 
factors impact rates and customer bills in different ways – is an important vehicle for 
ensuring transparency. Guidehouse understands that APS has already instituted a 
Customer Advisory Board to engage with customer representatives directly and begun 
recurring stakeholder meetings designed to facilitate such transparency and engagement, 
and strongly endorses these steps. Guidehouse recommends that APS formalize the regular 
stakeholder meetings into a Stakeholder Advisory Council that could serve as an important 
sounding board, complementary to the Customer Advisory Board, in the development and 
tracking of future rate plans and customer education initiatives from a regulatory 
perspective.  
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1.0 Issue Overview  

Arizona Public Service Company (APS) is operating in a dynamic regulatory environment in 
which regulator priorities, end-use customer experiences, and cost and rate pressures are 
rapidly changing. In this environment, APS has come under scrutiny for its 2016 rate case 
implementation, specifically its customer education and outreach efforts for the rate plan 
transition approved in the rate case settlement. The Arizona Corporation Commission (ACC, or 
the Commission), APS, and stakeholders and intervenors have been working to address 
numerous questions and issues related to the 2017 Customer Education and Outreach Plan 
(CEOP) for the rate transition and its subsequent implementation in several dockets, including 
the 2016 Rate Case Docket(s) and a targeted 2019 Rate Review Docket.11,12  

As APS develops its current 2019 rate case at the Commission,13 many of the same questions 
and issues regarding the 2016 rate case transition and implementation of its CEOP continue to 
come up. In particular, the recent report An Evaluation of Arizona Public Service Company’s 
Customer Education Plan and its Implementation by Barbara Alexander Consulting LLC 
(Alexander Report) was docketed in both the APS 2019 Rate Review Docket and the 2019 Rate 
Case Docket on May 19, 2020 and led to additional scrutiny on the APS CEOP at the 
Commission’s June 18, 2020 Open Meeting. 

1.1 Guidehouse Approach     

APS engaged Guidehouse Inc. (Guidehouse) to provide an objective review and assessment of 
the 2017 CEOP and Alexander Report, and to add our perspective to the dialogue on customer 
education and outreach best practices related to the rollout of new rate plans.  

Guidehouse’s review of the Alexander Report and our broad insights into utility best practices 
are based on our deep experience with utility education and outreach programs, retail electric 
rates and related regulatory matters, and behavioral science, as well as a close review of the 
Alexander Report and relevant information provided in data requests and select interviews with 
APS staff. To bring this information together in an actionable format for APS, in this report we 
also provide a comparison of the 2017 CEOP and its implementation to our view of best 
practices and make recommendations for a future CEOP. 

Guidehouse performed this review and assessment over a short period, relying on data 
requests and interviews with APS staff, secondary research, and in-house expertise. The scope 
did not include primary customer research, a detailed assessment of the rate transition period 
from February to May 2018, or an evaluation of the 2016 rate case or rate plans themselves. It 
also did not include a review or assessment of any other customer engagement and outreach 
plans related to other APS initiatives outside of the rate transition. 

1.2 Timeline of Events 

On August 18, 2017, the ACC approved the APS 2016 Rate Case under a Settlement 
Agreement, which included both a rate increase and new rate plans. Under Decision No. 76295, 

11 In an ACC procedural order dated 8/1/2016, Dockets E-01345A-16-0036 and E-01345A-16-0123 were 
consolidated for the 2016 rate case. 
12 Docket No. E-01345A-19-0003. 
13 Docket No. E-01345A-19-0236. 
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the Commission approved changes to modernize APS’s existing rate plans and required APS to 
file a CEOP to educate customers about their new rate plan options.14 This decision kicked off 
the customer education and outreach effort and the related stakeholder process leading up to 
the customer rate plan transition, which took place from February 1, 2018 to May 1, 2018. 
Customers were asked to select a new rate plan or, if the customer did not affirmatively select a 
new rate plan, the customer would be placed on the rate plan most like the customer’s current 
rate plan (Most-Like Rate) during the transition window. For new residential customers (with 
monthly consumption of 600-1,000 kWh), after May 1, 2018, there was also established a 90-
day trial period of time-of-use (TOU) or TOU with demand rates, after which they were eligible to 
choose another service plan.  

Both the development of the CEOP document and opportunity for formal stakeholder feedback 
took place through a short three-step process defined in the Commission’s decision. APS filed a 
draft CEOP on September 11, 2017, within 15 business days of the decision as ordered. 
Stakeholders were given 10 days to file comments, and a combined stakeholder group 
submitted its comments on September 21, 2017. The decision stated that APS would have “10 
days thereafter to file a final plan,” which APS filed on September 29, 2017.  

APS incorporated three of the combined stakeholder comments into its final plan and also 
agreed to meet with stakeholders at least twice during the customer rate transition process. 
Noting that there were a number of comments they felt were not addressed, the stakeholder 
group filed concerns in a letter to the ACC on October 10, 2017; however, this letter fell outside 
of the process defined in Decision No. 76295. These comments, and whether or not they were 
eventually addressed in APS’s CEOP implementation, are described later in this chapter.   

APS conducted its rate transition-focused outreach and education activities from October 2017 
to May 2018, and the automatic rate transition for customers who had not yet selected a new 
plan began February 1, 2018 and was completed by May 1, 2018, as approved in Decision No. 
76295. However, on January 3, 2018, a residential customer filed a formal complaint at the 
Commission regarding the bill impact of the 2016 Rate Case Settlement Agreement. 
Guidehouse did not examine this complaint, other than to note it was dismissed on December 
17, 2019,15 but this docket does include useful informational filings by APS and also provides 
additional context for the scrutiny the 2017 CEOP received.  

On January 9, 2019, the ACC directed the Utilities Division Staff to conduct a review of the 
effectiveness of APS’s CEOP and to initiate a rate review of APS’s current rates utilizing a 2018 
test year (APS 2019 Rate Review).16 Staff hired a consultant, Overland Consulting, to assist 
with the rate review and evaluation of the CEOP. The report Rate Review and Customer 
Outreach Program Evaluation of Arizona Public Service Company (Overland Report) was 
docketed on June 4, 2019, and identified areas of strength and areas for improvement in APS’s 
CEOP. Guidehouse’s review of the Overland Report CEOP findings is also described later in 
this chapter.  

14 Arizona Corporation Commission, Decision No. 76295, August 18, 2017, Docket No. E-01345A-16-0036 / E-
01345A-16-0123, https://docket.images.azcc.gov/0000182160.pdf.  
15 Arizona Corporate Commission, Decision No. 77501, December 17, 2019, Docket No. E-1345A-18-0002, 
https://docket.images.azcc.gov/0000200417.pdf.  
16 Docket No. E-01345A-19-0003. 
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with demand and technology requirements) was also made available to eligible customers. Additionally, legacy solar 
customers were not required to change rates during the transition period.  

According to Decision No. 76295, new customers after May 1, 2018 could first select a TOU-E, 
R-2, or R-3 rate, but after 90 days could then opt-out of the rate and move to a basic rate if they 
qualified.  

1.4 Overview of the APS 2017 Customer Education & Outreach Plan 

The focus of APS’s 2017 CEOP is the Most-Like Rate transition, and marketing and outreach to 
enable customers to make a selection proactively and encourage them to adopt their own “Best 
Rate” (also called the most economical plan, or MEP – the rate plan that would provide the 
customer with the lowest electricity bill based on the most recent year of usage data).  

In the 2016 Rate Case Settlement Agreement, the Commission stated that “The CEOP should 
contain at a minimum, simple, easy to understand information regarding the new rate plans, the 
transition plan, and the plans available after May 1, 2018.” It also established the following set of 
requirements:  

• APS and stakeholders will comply with the timeline, as described (a draft CEOP within 
15 business days of the Commission Decision, stakeholder feedback within 10 calendar 
days, and a final CEOP 10 days thereafter). 

• Commission Staff will approve a final CEOP. 

• The draft CEOP will include a proposed form of notice for both customers who are on 
another rate and new customers that informs the customers of their rate options after 
May 1, 2018, accompanied by information on the estimated bill impact of switching to 
another rate. 

• For customers who are on another rate, the final approved notice must be provided to 
the existing customer at least 3 billing cycles prior to May 1, 2018, or the date on which 
APS’s new rate plans commence. 

• The draft CEOP will include a form of notice to inform new ratepayers subject to the 90-
day trial period of their rate options at the conclusion of the trial period, including:  

o Information on the estimated bill impact of switching to another rate. 

o A suitable method for delivery of the notice so that customers will receive the 
notice shortly after or at the same time as their second bill (sufficient notice 
should the customer wish to begin taking service at that time on a flat rate plan 
rather than a time- or demand-differentiated rate plan). 

The final CEOP filed September 29, 2017 is a 12-page document that provided a written 
overview of APS’s plan and indicated that APS would comply with the Commission’s orders 
pertaining to APS. The CEOP document is relatively high level; it was filed on a short timeframe 
and does not describe many of the specific education and outreach activities APS undertook 
over the course of the entire rate transition timeline. For example, the CEOP document 
acknowledged the requirement for providing estimated bill impacts but did not describe how that 
information would be noticed to customers; however, in reviewing APS’s subsequent 
implementation of the plan, Guidehouse confirmed there were bill inserts with average bill 
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impact estimates in the initial “Pick Your Plan” campaign and an APS.com webpage with bill 
impact information, as ordered.21  

The 2017 CEOP document summarized a three-phased approach to APS’s rate transition 
education and outreach: Awareness, Transition, and Transition and Beyond. The plan described 
customer touchpoints, or contact points, in each phase that included letters, emails, web 
banners, bill messages, bill inserts, website pop-ups, informational videos, voice messages, 
social media, and other methods. APS stated one of its main goals was to notify customers of 
their Best Rate and educate them on how to maximize savings on their Best Rate. At the same 
time, customers would be made aware of the Most-Like Rate they would be transitioned to if 
they did not make a selection. APS also discussed its core message of “Shift, Stagger, and 
Save” in the rate transition, a message that had already been promoted to customers since Fall 
2016, when APS first began to prepare as part of the ongoing 2016 rate case.    

More detail on APS’s plan and implementation activities is provided throughout this report as it 
relates to Guidehouse’s review and our independent assessment of education and outreach 
best practices. 

1.5 Response to the APS Customer Education & Outreach Plan  

In addition to the Alexander Report, Guidehouse reviewed the two other primary responses to 
APS’s CEOP: stakeholder group comments filed in the 2016 Rate Case Docket and the 
Overland Report from the 2019 Rate Review Docket. Both sources pre-date the Alexander 
Report and provide additional perspectives and context.   

This section briefly summarizes the stakeholder group’s views and Overland Report’s findings, 
identifies points from each that may not have been addressed to-date, and provides a preview 
of the Alexander Report, which is the subject of Guidehouse’s deep dive in Chapter 2.0. 

1.5.1 Stakeholder Comments  

Throughout the 2016 Rate Case, APS held numerous stakeholder sessions to build early 
awareness of the rate changes it was seeking, which enabled key stakeholders to more actively 
and substantively participate in the rate case and subsequent settlement process, and to begin 
formulating their own recommendations about how customers should be approached about 
potential rate changes. 

Finalizing the 2017 CEOP document, however, involved a comparatively limited stakeholder 
feedback process defined in Decision No. 76295. Stakeholders had 10 days to file a single set 
of comments on the CEOP, which a stakeholder group did on September 21, 2017.22 After that, 
APS had 10 days to file the final plan. Although the stakeholder group followed up with concerns 
in a filing on October 10, 2017, this fell outside of the established process. 

21 Attachments C and G, RE: Arizona Public Service Company Docket No. E-1345A-18-0002, Formal Complaint of 
Stacey Champion, Response to Commissioner Dunn Request, October 26, 2018.  
22 The stakeholder group consisted of the Arizona Community Action Association, Arizona Interfaith Power & Light, 
Arizona PIRG Education Fund, Conservative Alliance for Solar Energy, Environment Arizona Research & Policy 
Center, Sierra Club - Grand Canyon Chapter, and the Southwest Energy Efficiency Project. 

Attachment MW-03RB 
Page 16 of 74











Overland Consulting also identified several potential areas for improvement, which 
Guidehouse reviews below:  

• There were several exceptions to APS having “complete customer reach”: APS did not 
have customer email addresses for 45% of its residential customer base in early 2018, 
APS could only send marketing emails to customers who had agreed to receive them, 
radio and billboard advertising was limited to the Phoenix metro area, and some 
marketing materials were only provided in English.27 

Guidehouse looked further into the question of Spanish-language marketing 
materials, and found a few inaccuracies in the Overland Report list. APS provided 
newsletters, paper bills, bill messages, bill inserts, welcome kits, and Best Rate 
letters to customers who had previously designated a preference for Spanish-
language communications; maintained a Spanish-language website; and did 
Spanish-language mass media through radio ads, social media, and YouTube 
videos.  

• “APS should have included more personal customer contact or outreach efforts […] and 
which plan would be of most benefit to the customer.” 

Guidehouse agrees with the observation that customers could have been further 
segmented for more personalized communications, and that this is an area for 
improvement. Guidehouse also recognizes that APS has recently begun 
providing customers with pro-forma billing that provides all customers with 
monthly information about their MEP. Customers who receive Home Energy 
Reports from Oracle’s Opower platform are also receiving tailored tips based on 
their household’s energy use practices and choice of rate plan. 

• “APS did not explain the adjustor mechanisms in its CEOP” or “clarify the fact that there 
would be annual updates to the adjustor mechanism billing rates occurring outside of 
the rate case and that such rate changes may results in an increase in customer bills.” 

In Guidehouse’s view, APS could have included in its education materials more 
information about other rate changes such as updates to adjustors that could 
have had an impact on customer bills during or after the transition period. There 
is a balance, however, between educating customers about the myriad of factors 
that impact rates, and providing actionable information about significant changes 
that would take customers time to understand and internalize. The use of 
adjustors, for example, is a well-established but comparatively complex rates 
mechanism that was already in place.  

Overland Review of CEOP Effectiveness 

In this category, Overland Consulting mainly identified potential areas for improvement, which 
Guidehouse reviews below: 

• Some customers complained about or were confused by the estimated average bill 
increase from the approved rate increase, the timing of the rate increase vs. the rate 

27 Identified in the Overland Report as: Emails, aps.com transactional pages, aps.com banner ads and pop-ups, IVR-
based plan assistance, special interest letters, mass media campaigns, notifications, (service) plan comparison tool, 
and peak demand calculator. 
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transition, being moved to new rate plans with different peak hours, and bill impacts 
from being moved to new rate plans.  

The Overland Report makes a common error in this finding, when it specifically 
cites that “Some customers were unhappy with being placed on rate plans with a 
demand component” when in fact no customers were moved to a rate plan with a 
demand component unless they were already on a rate plan with a demand 
component (the Most-Like Rate). Similarly, customers were not “moved to new, 
sometimes differently structured rate plans” during the rate transition; changes 
to their Most-Like Rates were minor.28  

However, the existence of these complaints does indicate that the educational 
material was not effective for some customers. Some level of customer confusion 
is common for territory-wide changes in utility rates, and given the complexity of 
the Commission-approved changes, the concerns expressed by customers are 
not unusual. Some of the confusion may also be attributed to the annual rate 
reassignment process for certain customers on the Basic (flat) rates being 
conflated with the rate transition.29  

• “The information provided by APS in its rate increase notices and personalized letters 
failed to convey certain important information […] The information conveyed did not 
include that these additional increase in bills were dependent on customer-specific 
circumstances, including the specific rate plans customers were on before and after the 
transition, and behavioral changes in energy usage patterns under the new rate plans 
which could minimize bill increases, such as shifting usage to accommodate the new 
on-peak hours and demand charges.” 

It is Guidehouse’s understanding that APS did consistently educate customers 
about energy usage and savings, as part of the focus on Demand Side 
Management and within the core message of Shift, Stagger and Save. Three of the 
five goals of APS’s CEOP specifically addressed this topic. However, Guidehouse 
agrees that there was evidence that some customers did not understand APS’s 
messaging on the concept of “saving” — specifically, whether simply moving to a 
new rate plan would save them money, as opposed to saving money by modifying 
their electricity consumption behavior.  

• Specific issues with solar customers including that “APS’s CEOP messaging did not 
inform solar customers or applicants of the August 31, 2017 deadline for changing their 
legacy rate plans,” a lack of information on the potential advantages or disadvantages of 
changing rate plans, and the absence of legacy rate plans or retail net metering in the 
rate comparison tool. 

APS reported to Guidehouse that it did try to inform solar customers of the 
deadline and potential advantages and disadvantages of different rates, but that 
the main communication channel to solar customers was solar installers.  
However, Guidehouse agrees that an area of improvement would be to message 

28 Minor changes to the summer/winter differential, on-peak hours, and off-peak holidays.  
29 The annual rate reassignment process may move a customer on Basic (flat) rates to a TOU energy-based rate (not 
demand-based), when that customer exceeds the eligible Basic rate consumption level based on 12 months of 
consumption data (going from 601-999 kWh/month to 1,000 kWh/month or above). 
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solar customers directly and rely less heavily on third parties. This is particularly 
important for those customers planning to install solar but who did not yet have 
an installer relationship.  

Overland Review of CEOP Expenditures 

Overland Consulting found that APS’s 2017 CEOP was appropriate in all expenditure areas: 

• “Overall, CEOP expenses incurred between September 2017 and February 2019 
appear to have been reasonable, directly related to CEOP activities, and incremental to 
the CEOP effort.” 

• “The expenses associated with the three largest CEOP vendors, accounted for 62% of 
total CEOP vendor costs, were directly applicable to CEOP efforts and services. These 
costs were properly incurred and incremental to the CEOP and appropriate within the 
scope of the CEOP.” 

• “Internal cost allocations and transfers charged to CEOP were appropriate.” 

1.5.3 Alexander Report 

In Decision No. 77270 on June 27, 2019,30 approximately two weeks after the Overland Report 
was issued, the ACC directed Commission Staff to “select and hire an independent consultant, 
paid for by APS, to develop a program to properly and adequately educate customers on all 
aspects of APS’s rate plans.” Commission Staff hired Barbara Alexander Consulting LLC, which 
resulted in the Alexander Report on May 19, 2020.  

As mentioned, this report did not develop the program on APS’s behalf and focused on 
evaluating the 2017 CEOP. Instead of direct involvement in program development, the 
Alexander Report recommended the Commission order APS to create a new CEOP, but with 
clearly-defined expectations from the Commission about rate design education and integration 
with other programs.31 

The Alexander Report compared APS’s 2017 CEOP to “best practice” based on the Marketing, 
Education, and Outreach (ME&O) plans developed by the California investor-owned utilities 
(IOUs) to implement TOU rates for residential customers. Based on this comparison specifically, 
the Alexander Report found that the CEOP was missing many key attributes. Further, the 
Alexander Report made several broad criticisms, such as “APS’s customer education plan did 
not conform to best practices” and “APS’s demand charge rate education has been faulty,” 
which have now been echoed by intervenors and others.  

In the next chapter, Guidehouse closely examines the Alexander Report findings and the basis 
for comparison to best practices. Guidehouse provides counterpoints to the Alexander Report in 
many areas and explains how our view of the applicability of the ME&O plans developed by the 
California IOUs differs significantly from the Alexander Report. 

30 Arizona Corporation Commission, Decision No. 77270, June 27, 2019, 
https://docket.images.azcc.gov/0000198805.pdf.  
31 “While this Report identifies the shortcomings of APS’s Customer Education Plan, it is not my recommendation that 
the Commission or the Commission Staff should develop a customer education plan or implement customer 
education on behalf of APS.” Page 7, An Evaluation of Arizona Public Service Company’s Customer Education Plan 
and its Implementation, Barbara Alexander Consulting LLC, May 19, 2020. 
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(retrospective) evaluation of the APS CEOP against the California IOU ME&O plans is not 
appropriate. 

As the Alexander Report notes, California’s three largest IOUs, Pacific Gas & Electric Company 
(PG&E), Southern California Edison (SCE), and San Diego Gas & Electric (SDG&E), have 
embarked on an ambitious ME&O campaign to support California’s 10.5 million qualified 
residential customers in making the major shift from tiered, non-time differentiated rates to 
default TOU rates in a few short years.35,36 However, there are multiple reasons why specifically 
comparing APS’s CEOP to California’s ME&O campaign is problematic and, without a full and 
accurate understanding of both the California and APS rate transitions, potentially misleading.  

The Alexander Report points to SCE’s ME&O plan as its primary example of “best practices,” so 
Guidehouse primarily conducted much of its assessment in comparison to SCE’s ME&O 
activities.37 The Alexander Report also references other California-wide activities in conducting 
its comparison. Following the Alexander Report’s approach, Guidehouse also includes other 
rate transition-related activities in California that extend beyond the default TOU enrollment but 
were still included within the scope of the SCE ME&O plan referenced by the Alexander Report. 
We do this to further contrast why the California ME&O program is not a reasonable comparator 
for APS’s CEOP.  

Below, Guidehouse briefly outlines the four critical structural differences between SCE’s TOU 
rate transition and APS’s rate transition that make comparing these two examples generally 
inaccurate and unhelpful. The APS and SCE rate transition had fundamentally different: 

1. Customer starting places: Following years of divergent rate offerings and education, 
SCE and APS’s residential customers started their respective transitions at very different 
pre-existing levels of understanding and experience with TOU rates. Overall, SCE 
customers were undergoing a fundamental change transitioning from tiered rates to 
default TOU rates. Conversely, the majority of APS’s customers, already having been on 
TOU rates, were facing an important but more evolutionary transition that was a 
continuation of longstanding trends and policy. Furthermore, no APS customers were 
involuntarily moved or otherwise defaulted to TOU rates in the rate transition itself. 

2. Customer educational needs: SCE’s TOU ME&O plan was designed to help transition 
nearly all of its residential customers from non-time differentiated rates to TOU rates – 
an enormous change, particularly in such a short time period – whereas APS’s CEOP 
was design to help transition the vast majority of its residential customers to rates that 
were structurally similar to their previous rates (the Most-Like Rate).  

3. Policy objectives and Commission directives: While SCE was embarking on 
transitioning nearly all its residential customers from non-time differentiated rates to TOU 
rates, the majority of APS’s residential customers had already been on TOU rates for 
more than a decade.38 This important difference led the Commissions in Arizona and 

35 FERC FORM No. 1: Annual Report of Major Electric Utilities, Licensees and Others and Supplemental. 
36 Tiered electricity rates have multiple price tiers based on consumption levels, each with a different fixed $/kWh 
rate. When a customer’s electricity consumption moves into the next tier, each additional kWh of consumption is 
charged at the rate for that new tier. 
37 Page 1, An Evaluation of Arizona Public Service Company’s Customer Education Plan and its Implementation, 
Barbara Alexander Consulting LLC, May 19, 2020. 
38 Since 2009, more than 50% of APS’s residential customers have been on a TOU-energy or TOU-demand rate. 
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California to order their respective utilities to develop outreach plans with differing levels 
of specificity and prescription. 

4. Customer education budget size and complexity: The California Public Utilities 
Commission (CPUC) authorized a default ME&O budget for SCE that was much larger 
and complex that APS’s 2017 CEOP budget because SCE’s rates transition was 
meaningfully different in its size, complexity and breadth compared to APS’s rate 
transition.  

To conduct its comparison of APS’s residential rate transition to the California and SCE 
residential rate reform transition referenced in the Alexander Report, Guidehouse first revisits 
and adds to the description of APS’s residential rates transition. This detailed description is 
designed to ensure stakeholders have a clear and correct understanding of the APS rates. Next, 
Guidehouse provides an overview of SCE’s residential rate transition from tiered rates to default 
TOU rates. Providing an accurate understanding of this transition is also important for assessing 
the validity of comparing APS’s transitions with SCE’s, and where the comparison is reasonable 
and where – and why – it is not.  

Following the description of APS and SCE’s residential rate transitions, Guidehouse provides an 
analysis of each of the four key structural differences (outlined above) between the utilities’ 
residential rate transitions that makes comparing the two problematic. In each section 
describing the structural differences, Guidehouse summarizes our assessment of the 
reasonableness and appropriateness of the comparison between the two utilities. 

2.2.1 Description of APS’s Residential Rate Transition 

To understand why the comparison between SCE and APS is not fully appropriate – and is 
potentially misleading – it is important to understand each utility’s residential rate transition and 
the critical differences between the two.  

We begin with a summary of APS’s 2018 Rate Transition. Although APS’s rate transition had 
several facets, the key changes for the vast majority of APS’s roughly 1.1 million residential 
customers involved the following:  

• Defaulting customers to their “Most-Like Rate” if they did not select an alternative 
rate for which they were qualified: Customers who met the relevant requirements 
were defaulted to new versions of the rate most structurally similar to their existing rate.  
For example, customers on flat rates were transitioned to updated versions of the flat 
rate if they met the newly approved consumption threshold cut-offs. Similarly, customers 
on non-demand TOU rates were transitioned to the new version of the non-demand 
TOU rate while customers on demand-based TOU rates were transitioned to the new 
version of the demand-based TOU rate.  

• Rate Price Change: All customers experienced new rate pricing (i.e., a rate increase), 
per the outcome determined in Decision No. 76295.39 

39 Settlement Sections 3 and 4.1a, pg. 8 of Settlement; Page 131/434 in Decision No. 76295. 
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• New TOU Periods: Customers on TOU rates also experienced new TOU periods and 
several other modifications to peak hours and the summer/winter differential, per the 
outcome determined in Decision No. 76295.40 

The above summary of APS’s rate transition comes from a synthesis of several sections of the 
March 27, 2017 Settlement Agreement. For clarity and transparency, the key Settlement 
Sections are provided below. 

• Defaulting customers to their Most-Like Rate if they did not select an alternative: 

o XIX. RESIDENTIAL RATE AVAILABILITY, Section 19.1 (pg. 20 of 32) 
▪ “All customers may select R-Basic, R-Basic Large, TOU-E, R-2, R-3, R-

Tech or R-XS if they qualify until May 1, 2018, except to the extent 
grandfathered under other sections of this Settlement Agreement. 
Distributed Generation customers will not be eligible for R-XS, R-Basic or 
R-Basic Large. After May 1, 2018, R-Basic Large will no longer be 
available to new customers or customers who are on another rate. New 
customers after May 1, 2018 may choose TOU-E, R-2, R-3 or if they 
qualify, R-XS or R-Tech. After 90 days, new customers may opt-out of 
their current rate and select R-Basic if they qualify. Customers 
transitioning to R-Basic must stay on that rate for at least 12 months.” 

o XXVI. EFFECTIVE DATE OF RATE PLANS AND TRANSITION PLAN, Section 
26.1 (pg. 24 of 32) 

▪ “The rate increase will go into effect on the effective date of the 
Commission's Decision in this case using transition rates which for 
purposes of this Agreement are defined as existing Residential and extra 
small General Service rate schedules with updated revenue 
requirements. Customers will have the opportunity to select any rate 
which they qualify for, and APS will provide them information on options 
that would minimize their bill. Customers that do not select a different 
rate will transition to the updated rate plan most like their existing 
rate on or before May 1, 2018. At least 90 days before transitioning 
customers who have not selected a rate, APS will provide a report to the 
ACC indicating the total number of customers who have not made a 
selection.” 

• Rate Price Change: 

o III. RATE INCREASE, Section 3.1 (pg. 8 of 32)  
▪ “APS shall receive a $87.25 million non-fuel, non-depreciation revenue 

requirement increase. When the reduction for base fuel of $53.63 million 
and the increase for depreciation of $61.00 million is taken into account, 
the result is a net base rate increase of $94.624 million, exclusive of the 
adjustor transfer described below in Paragraph 3.2.” 

o IV. BILL IMPACT, Section 4.1a (pg. 8 of 32) 
▪ “Residential customers will have on average a 4.54% bill impact” 

40 Settlement Section 17.8, pg. 19 of Settlement; Page 142/434 in Decision No. 76295. 
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transitions only took place on a customer’s behalf if they did not make a choice of their own to 
move to another qualified service plan.  

It is also critical to note that the transition to Most-Like Rates meant that, on the whole, APS’s 
rate transition was not fundamentally about moving customers to rates with entirely new 
structures or that required significantly different behavioral changes compared to those 
associated with the prior rate. Instead, the focus of this rate change was primarily to keep 
customers on rates similar to ones they were already familiar with. Only customers that 
proactively selected a new rate would have seen significant structural changes.  

It is important to note, however, that with the new rate requirements described in Section 19.1 
and 26.1 of the Settlement Agreement (which set out new flat rate requirements and the “90 day 
trial” period for new customers to try a TOU rate before being able to move to a flat rate), 
residential customers were now being pointed to TOU and demand rates in a manner that was 
different than the past. Over time, this shift, along with the reduction in the number of on-peak 
hours and the introduction of a super-off peak winter time period, was anticipated to gradually 
move greater numbers of customers to TOU and demand rates. 

2.2.2 Description of SCE’s Rate Transition 

Unlike APS’s rate transition, SCE’s rate transition, and the ME&O effort to support it, is 
characterized by a near-total transformation of its residential rates.  

The scope and timing of California’s rate transitions are contained in a series of decisions and 
resolutions under the California Public Utility Commission’s (CPUC’s) Residential Rate Reform 
Rulemaking (R.12-06-013). This expansive reform-oriented proceeding was launched in 2012, 
guided by landmark state legislation, characterized by deep Commissioner and Staff 
involvement, supported by multiple Commission mandated working groups and shaped by 
dozens of stakeholder groups.  

The breadth and depth of the CPUC’s scope in the rulemaking is captured in the summary of its 
Order Instituting Rulemaking from June 2012: 

“The Commission seeks to explore if the current rate structure is meeting the stated objectives or 
whether alternative rate designs other than an inclining block rate can better achieve all of these 
objectives. Moreover, the Commission opens this rulemaking to examine whether the current 
tiered rate structure continues to support the underlying statewide-energy goals, facilitates the 
development of technologies that enable customers to better manage their usage and bills, and 
whether the rates result in inequitable treatment across customers and customer classes. The 
Commission seeks involvement in this proceeding from a variety of participants, including electric 
utilities, consumer advocates including advocates for low-income and disabled persons, 
environmental advocates, third party vendors and service providers, the California Independent 
System Operator, the California Energy Commission and other parties impacted by these 
policies.”42 

 
The CPUC’s focus on the exploration of a potential transition to “time-variant and dynamic 
pricing” is identified in the Rulemaking’s first ordering paragraph:  

“1. An Order Instituting Rulemaking is instituted on the Commission’s own motion for the purpose 
of examining current residential electric rate design, including the tier structure in effect for 
residential customers, the state of dynamic pricing, potential pathways from tiers to time-variant 

42 CPUC, R. 12-06-013, pg. 2. 
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and dynamic pricing, and optimal residential rate design to be implemented when statutory 
restrictions are lifted.”43 

 
It is important to note that at the time the CPUC was beginning its exploration of “time-variant” 
rates, several utilities in Arizona, including APS, already had decades of experience 
transitioning large numbers of their residential customers to TOU rates.44 

Under this rulemaking, California’s approach to residential rate reform unfolded through a multi-
year, multi-pilot, multi-stakeholder public process. Figure 3 shows the high-level timeline of 
California’s rate reform transformation, which is characterized by the following key elements:  

• Changes to residential tiered rates 

o 2016-2017: Tier collapse and reduction in tier differentials 

o 2017: Introduction of a “High Usage Charge” (HUC) for customers using above a 
certain threshold 

• Mass rollout of residential TOU rates 

o 2016-2017: Launch of an opt-in TOU pilot to develop learnings for eventual likely 
default to TOU rates45 

o 2018-2019: Launch of a default TOU pilot to further refine marketing, education 
and outreach, and other operational capabilities prior to a full default TOU 
transition 

o 2019-2020: Residential mass market rollout of default TOU rates, away from 
tiered rates 

43 CPUC, R. 12-06-013, pg. 26-27. 
44 See “A Bibliography on Dynamic Pricing and Time-of-Use Rates Version 2.0v”, Toni Enright and Ahmad Faruqui, 
January 2013 for summary of TOU rates, including those from Tucson Electric Power; See “There and Back Again”, 
Leland Snook and Meghan Grabel, Utility Fortnightly, November 2015, pg. 46-62.  
45 California’s rate reform legislation (AB 327) prohibited the transition to residential default TOU rates until 2018. To 
develop learnings ahead of that date, California’s three largest IOUs launched opt-in residential TOU pilots to help 
inform the expected transition to default TOU rates.  
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Figure 3. California Residential Rate Reform Timeline46 

 

As shown, California’s statewide rate reform effort was a global effort. Not only did it reform the 
existing tiered rates and establish a new “High Usage Charge,” but it also embarked on the 
mass transition of customers from tiered rates to TOU rates.    

However, even the comprehensive residential rates transformation for California’s tiered and 
TOU rates does not convey the full complexity of SCE’s specific rate transition. As illustrated in 
Figure 4 below, SCE’s rate transition involved many more components and activities than 
shown in the statewide timeline. 

46 “2016-2019 Rate Reform & TOU Combined Research Report”, December 2019, CPUC website, pg. 3. 
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Figure 4. SCE 2017-2021 Time of Use Summary Timeline47

 

Importantly, as Figure 4 shows, in addition to the tiered rate change and TOU transition, SCE 
also expected to incorporate a series of rate increases into its transition process, noted by two 
“GRC Phase II Rate Increase” callouts. Furthermore, while it is not noted in this graphic, SCE 
also sought and received approval to change its residential TOU periods at that time.48,49 Thus, 
while SCE was embarking on the wide-ranging set of changes to its tiered rates and its 
transition toward mass market TOU rate adoption, SCE was also undertaking the two changes 
APS was undergoing: the adoption of a rate increase and a transition to new TOU periods.  

SCE’s modifications to tiered rates and its mass market transition to TOU rates were the main 
subject of its expansive ME&O transition. In other words, the rate change activities that APS 
focused its efforts and activities on were also occurring at SCE, however, they did not feature as 
prominently in SCE’s customer education and outreach effort. Conversely, with APS they were 
the dominant feature. As discussed below, this important difference is one of several factors that 
suggest comparing the two transitions is inappropriate. 

47 SCE Advice Letter 3500-E, Appendix C: Communications Calendar 
48 SCE, A.17-06-030, June 30, 2017. 
49 CPUC D.18-11-027, December 7, 2018.   
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2.2.3 Critical Structural Differences between SCE and APS Rate 
Transitions 

With complete and accurate descriptions of APS and SCE’s residential rate transitions in place, 
Guidehouse will now proceed with its analysis of the critical structural differences between the 
two transitions and why these differences make the comparison inappropriate and potentially 
misleading. As described, the critical structural differences in the rate transitions result from 
fundamentally different: 

• Customer starting places 

• Customer educational needs 

• Policy objectives and Commission directives  

• Customer education budget size and complexity 

2.2.3.1 Fundamentally Different Customer Starting Places  

In the years preceding their respective residential rate transitions, APS and SCE customers had 
significantly different experiences with the rates to which they were being transitioned. 
Combined with the nature of their transition – with APS defaulting its residential customers to 
their Most-Like Rate and SCE defaulting its customers from tiered rates to TOU rates – the 
difference in their respective starting places is foundational to understanding the stark and 
meaningful difference between the two transitions and the educational activities designed to 
support them. 

As shown below in Figure 5, APS’s residential customers have been on flat, TOU, and demand-
based rates for decades, going all the way back to the late 1980s. By 2009, more than 50% of 
APS residential customers were either on a TOU energy or a TOU demand rate.  

Figure 5. APS Historic Residential Customer Rate Breakdown50 

 

50 “There and Back Again,” Leland Snook and Meghan Grabel, Utility Fortnightly, November 2015, pg. 46-62. 

Attachment MW-03RB 
Page 36 of 74





This translates to approximately 0.7% of its roughly 4.4 million residential customers.52 Below, 
Figure 7 details the breakdown of SCE’s residential TOU customers.  

Figure 7. SCE Residential TOU Enrollments – 2015  

 

 
By comparison, between 2013 and 2017, APS had over 50% of its residential customers on 
TOU rates. With a residential population of over 1 million residential customers for APS, this 
percentage translates to more than 500,000 residential customers on TOU rates – more than 16 
times as many customers as SCE. 

Since 2015, however, SCE has substantially increased the number of residential customers on 
TOU rates through several major pilot programs and related marketing efforts. According to its 
most recent Progress of Residential Rate Reform filed in May 2020, SCE has over 467,000 
residential customers on various types of TOU rates.53 This transition has been accomplished 
through a carefully staged combination of an opt-in TOU pilot, a default TOU pilot, and 
marketing new optional TOU rates, with the target of the first wave of a full default TOU rollout 
beginning in October 2020.54 A detailed breakdown of SCE’s residential TOU enrollment across 
these various efforts is contained in Figure 8, below. 

Figure 8. SCE Residential TOU Enrollments as of March 202055 

 

Having described the paths APS and SCE followed to achieve their current level of residential 
TOU enrollments, the stark differences between how each utility arrived at their current state is 
now clear. Today, APS and SCE each have about 706,000 and 467,000 residential customers 

52 SCE’s 2nd Quarterly Report on the Progress of Residential Rate Reform, February 1, 2016, pg. A-10. 
53 SCE’s 19th Quarterly Report on the Progress of Residential Rate Reform, May 1, 2020, pg. A-10. 
54 Ibid, pg. A-8. 
55 Ibid, pg. A-10. 
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on TOU rates, respectively. While not equivalent in terms of percentage of total residential 
customers, these levels are within similar order of magnitude.  

As shown, the difference is that APS took over 40 years to gradually move roughly 706,000 of 
its 1.1 million residential customers to TOU rates. In contrast, in less than five years, SCE went 
from 30,500 residential customers on TOU rates to 467,000 residential customers on TOU 
rates, and by February 2022, it will have defaulted roughly 2.4 million of its eligible residential 
customers from tiered rates to TOU rates.56  

Thus, when each utility went about crafting their respective customer education and outreach 
plans, those plans were grounded in the rate experiences – the “starting place” – their 
customers had had to date. As this summary shows, those experiences were vastly different 
across the number of customers historically on TOU rates, the timeframe over which the 
transitions took place, and the scale of the change each utility sought to achieve.  

2.2.3.2 Fundamentally Different Educational Needs  

As described in the previous section, APS and SCE’s residential customers were coming from 
starkly different starting points in terms of both their experience with TOU rates and the 
timeframe their utility had to educate them.  

Ahead of the rate transition for which its 2017 CEOP was designed, APS had spent nearly 40 
years gradually moving many of its residential customers to TOU rates. Consequently, with a 
transition based on defaulting customers to their Most-Like Rate, most customers were already 
prepared to adopt the changes to their rates because they were not dramatically different from 
what they had experienced in the past.  

By comparison, as it started its transition to default TOU, SCE had very few customers with 
experience on TOU rates, and customers would have a relatively short period of time to become 
familiar with rates and pricing that were fundamentally different than what the vast majority of 
customers had experienced in the past. 

When considering the different education needs of each utility’s residential customers, APS’s 
and SCE’s respective starting points are critical. APS makes this point in its October 26, 2018 
letter to Commissioner Dunn, stating (emphasis added): 

“APS has a long history of providing information to customers about available service plan 
options and ways to save energy and reduce bills. Since the implementation of APS's initial 
experimental residential TOU rate in April of 1976, and its initial residential demand rate in April of 
1981, the Company has encouraged its customers to take action to reduce energy usage. 
Because of these decades of experience, the basic concept of TOU hours within an 
electric rate structure is well understood by APS customers. In fact, Arizona continues to be 
one of the few states in which voluntary residential TOU and demand service plan options are 
available and widely adopted, and these service plan options have been widely accepted and 

adopted by customers throughout the Company's service territory.”57 

As APS notes, these decades of past experience provide an important foundation for the rate 
transition, and while this experience alone was certainly not sufficient to serve all the education 

56SCE’s 16th Quarterly Report on the Progress of Residential Rate Reform, August 1, 2019, pg. A-13. 
57 Arizona Public Service Company, Response to Commissioner Dunn Request, Docket No. E-1345A-18-0002, 
October 26, 2018, https://docket.images.azcc.gov/0000193159.pdf, pg. 5 of 18. 
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and awareness needs to support customers in making choices about their new rate offerings, it 
did provide a strong basis of knowledge and understanding to build upon.  

In reviewing ACC Decision No. 76295, the foundational understanding APS articulates above 
appears incorporated into the decision making. The resolution section of Decision No. 76295 
that focuses on customer education does not contain any statements to rebut the fact that 
customers are already very familiar with the concept of TOU hours. This does not appear to be 
a point of contention. Instead, the resolution section centers its discussion on making customers 
aware of “which rate plan works best for their individual circumstances.” In this discussion 
section, staff noted that: 

“APS has indicated that it is committed to making sure that customers are aware of their options, 
and that it will notify customers through a variety of different channels and encourage customers 
to choose the rate plan that works best for them…The Settlement Agreement makes significant 
changes to the existing rate plans. We find that it is in the public's interest to have adequate 
notice in a timely manner so customers can evaluate the available plans before the deadline.”58 

As shown by these statements, APS’s education efforts centered around the idea of educating 
customers regarding their upcoming rate choices, not around a basic understanding of TOU 
rates. This distinction is a critical one and, as shown below, is the opposite of what captures the 
most attention in CPUC’s decision on California’s ME&O plans. 

Instead of being primarily focused on making sure customers understand their rate options, 
SCE’s rate plan had to focus on achieving a level of understanding APS’s customers already 
had; namely, understanding the basic concept of TOU rates. In its decision ordering the 
California IOUs to embark upon their ME&O planning, the CPUC cites research in its decision 
that “customer awareness of existing rates is modest at best” for California’s residential 
customers. Diving further into California residential customers’ lack of understanding, the CPUC 
elaborates by noting that the research showed: 

“19% [of representative residential customers from the IOUs’ populations] responded that they 
were currently on a TOU rate plan, however according to IOU data, as of April 2015, only 3.4% of 
PG&E’s residential customers are on TOU rates, while SCE and SDG&E have 0.52% and 0.6% 
of residential customers on TOU rates respectively. According to the study, ‘75% of customers 
have tried to save money by shifting their electricity use’ and ‘despite most customers knowing 
they are not on a TOU rate, many believe they have saved money by shifting.’”59 

As this research indicates, ahead of the state’s transition to default TOU rates, California’s 
residential customers lacked a firm understanding of their current rate structures, and they were 
confused about whether or not their existing service plans were time-based; accordingly, they 
were also confused about appropriate strategies to save money. Thus, closing the knowledge 
gap regarding customers’ basic understanding of their rate structure was a key educational 
hurdle for California’s ME&O plans to address.  

As the analysis here has shown, APS and SCE’s residential customers started their rate 
transitions with different levels of understanding and, based on the focus of their respective rate 
transitions, each utility’s customers required different educational materials.  

58 ACC Decision No. 76295, pg. 54. 
59 CPUC D.15-07-001, pg. 29. 

Attachment MW-03RB 
Page 40 of 74



2.2.3.3 Fundamentally Different Policy Objectives and Commission Directives 

An additional reason why comparing APS and SCE’s customer outreach programs is flawed is 
because the respective programs were crafted to respond to fundamentally different policy 
objectives and Commission directives. Whereas SCE’s ME&O plan has its genesis in a 
rulemaking and set of decisions centered solely around the comprehensive reform of residential 
rates, APS’s CEOP plan came out of one narrow section of a broad rate case application 
spanning multiple operational areas.  

In the procedural history section of ACC Decision No. 76295, staff describe the high-level scope 
of APS’s application as follows: 

“In the Application, which is based on a test year ending December 31, 2015, APS sought a 
$165.9 million net increase in base rates, changes in some of its adjustor mechanisms, 
establishment of a mandatory new three-part demand-based rate design for residential and small 
commercial rate design, reduction of on-peak time-of-use hours, and  grandfathering of existing 
solar customers while modifying net metering arrangements for new solar customers.” 60 

The decision covers topics from cost of capital to property tax rate deferral to rate design for 
low-income customers. The section of the decision focused on Staff’s resolution of issues 
related to the CEOP are covered in roughly two and half pages.61 With regard to significant 
changes to residential rates, the decision’s orders do not promulgate new policy changes and, 
in the order it requires APS to file its CEOP, it does not specify that APS should include any 
educational or outreach tracking metrics. Furthermore, in the settlement agreement itself, the 
education plan is only referenced twice: Section 1.5L (pg. 7 of 32) and Section 27.1 (pg. 24 of 
32). These findings suggest that while customer education was an important area of 
consideration by the ACC, it was not one of the decision’s main focal points.  

In contrast to the decision ordering APS to file it CEOP, the CPUC’s Order Instituting 
Rulemaking on Residential Rate Reform (Rulemaking 12-06-013) is, relatively speaking, 
narrower in scope and focused purely on topics related to residential rate design and policy. In 
the background section of D.15-07-001 on residential rate reform and transition to TOU rates, 
the CPUC articulate the focus of the rulemaking guiding D.15-07-001 and all other residential 
rate reform decision as follows (emphasis added): 

“Rulemaking (R.) 12-06-013 will not change the total revenue requirement. It will also not change 
the revenue allocation between customer classes, or the amount of revenue requirement for 
which the residential class is responsible. Rather, this proceeding will change the rate design 
rules for residential customers that make up the entire slice of revenue requirement pie for 
which they are already responsible…Our review in the instant proceeding is limited to 
considering the appropriate rate design for the residential class”62 

On the topic of customer understanding, the CPUC stated plainly that (emphasis added) “we 
agree that residential customer understanding of rates should be a key objective of this 
proceeding.”63 To that end, the CPUC ordered the IOUs to “work with other parties to 
implement a working group (ME&O Working Group) to examine ME&O for residential rate 
changes generally, and how ME&O for rate changes interacts with other residential programs.”64 

60 ACC Decision No. 76295, pg. 4. 
61 Ibid, pg. 53-55. 
62 CPUC D.15-07-001, pg. 7-8. 
63 Ibid, p. 31. 
64 CPUC D.15-07-001, p. 299, 336 at Ordering Paragraph 14.  
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In D.15-07-001, the CPUC notes several key parties to be included in the ME&O working group, 
including Energy Division Staff and the Office of Ratepayer Advocates, and it orders the IOUs to 
“initiate the process of forming a working group to address the issues regarding marketing, 
education and outreach (ME&O Working Group)” within 30 days of the decision.65 Thus, from 
the outset, the CPUC communicated the centrality of customer education and the importance of 
collaborative structures between stakeholders, Commission staff, and utilities in architecting the 
approach to customer education.   

Upon establishing the ME&O working group, SCE then partnered with the other IOUs and 
stakeholders to develop and gain CPUC approval for the performance tracking metrics 
presented in Figure 9 below. As with establishment of the ME&O working group, the CPUC 
directed the IOUs to collaborate with the working group and outside experts to develop these 
metrics.66 

Figure 9. SCE’s CPUC Approved ME&O Tracking Metrics67 

 

Following the approval of its ME&O metrics, SCE was required to report on progress against 
these metrics in its quarterly “Progress of Residential Rate Reform” filing. 

As shown, Arizona and California regulators promulgated meaningfully different policy 
objectives and directives in the Commission orders that guided APS’s and SCE’s respective 
rate transition education plans. The differences in these objectives and directives logically led to 
plans by APS and SCE that targeted differing educational outcomes and that were formed by 
very different processes.  

65 Ibid, pg. 336 at Ordering Paragraph 14. 
66 CPUC Resolution E-4895, pg. 41. 
67 Ibid, pg. 32. 
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2.2.3.4 Fundamentally Different Budget Size and Complexity  

As described in the previous three sections of Guidehouse’s analysis, the APS and SCE 
customer education and outreach plans for their respective rate transitions were shaped by 
different customer starting points, different customer educational needs, and different policy 
objectives and Commission directives. These differences are manifest in the size and scope of 
each utility’s authorized educational budget and highlight once more the structural differences 
between the APS and SCE rate transition educational plans.  

In its seventh quarterly report on the “Progress of Residential Rate Reform” from May 2017, 
SCE projected its ME&O budget for 2017 to 2020 at approximately $70 million. The high-level 
budget breakdown, shown in Figure 10, conveys a wide-ranging set of activities designed to 
support multiple objectives associated with the rate transition. The key items listed in SCE’s 
ME&O plan address technical and operational activities, customer research, external community 
engagement, funding to support both SCE’s default TOU pilot and full default TOU rollout, and a 
significant budget on mass media TOU market and education (approximately $30 million from 
2017 to 2020).  

Figure 10. SCE’s Estimated Budget for ME&O from 2017 to 2020, dated May 1, 201768,69 

 

By comparison, the budget for APS’s CEOP is understandably narrower in scope and smaller in 
size. In terms of size, the $5 million of authorized funding APS received is less than one-tenth 
the size of SCE’s. Even when compared to the ME&O plan put forth by SDG&E, which has a 
residential customer population closer in size to APS’s population (1.4 million for SDG&E), the 
APS budget is still relatively small. In its “Progress of Residential Rate Reform” from May 2017, 
SDG&E reported its 2017 to 2019 budget at more than $19 million, or about four times as large 

68 SCE’s 7th Quarterly Report on the Progress of Residential Rate Reform, May 1, 2017, pg. A-15. 
69 Note: As cited above, the budget table presented here is drawn from SCE’s 7th quarterly PRRR. We have 
referenced this budget because its total of about $70 million and four year time period aligned with the one described 
in footnote three of the Alexander Report, which described a “multiyear education plan included a budget that totaled 
almost $70 million over a four year period.” In an effort to conduct an “apples-to-apples” comparison, we have cited 
the budget we believe is the closet match. Another logical budget to reference would have been the one in Advice 
Letter 3500-E from SCE’s Marketing, Education and Outreach Plan for Residential Default to TOU Rates. This budget 
is found on page 70 of CPUC Resolution E-4895, which approves 3500-E. The budget from the advice letter totals 
roughly $40 million, which indicated it was not the right budget to use for this comparison.  
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as APS’s CEOP budget.70 This serves as another example of the differences between APS’s 
plan and the various California ME&O plans.   

As indicated in the breakout of CEOP outreach funding presented in Figure 11 below, the 
relative scope of the CEOP activities are narrow compared to SCE’s ME&O plan.  

Figure 11. APS CEOP Budget Breakdown71 

 

Like SCE, APS’s activities focused on customer tools, mass media, and various operational 
activities. However, APS’s plan did not focus on numerous activities that were focal to SCE’s 
approach, particularly default TOU outreach, which alone was more than $10 million of SCE’s 
budget.  

By design, the plans are funded by widely different budget amounts and aim to achieve different 
goals, which are driven by differing historical customer experiences, educational needs, and 
policy objectives and Commission directives. 

 

70 SDG&E’s 7th Quarterly Report on the Progress of Residential Rate Reform, May 1, 2017, pg. 6. 
71 APS Docket No. E-1345A-18-0002, Formal Complaint of Stacey Champion, Response to Commissioner Dunn 
Request, October 26, 2018, pg. 14. 

Attachment MW-03RB 
Page 44 of 74



3.0 Utility Education & Outreach Best Practices 

In this chapter, Guidehouse first provides important context for utility ME&O plans and a broader 
overview of education and outreach best practices. Notably, utility ME&O plans vary widely in 
scope and unique regulatory requirements. Furthermore, given the nascent stage of digital 
tools, big data, and rate modernization efforts, utility best practices are evolving and not 
necessarily well-established in the area of customer rate transitions.  

Guidehouse conducted an independent review of APS’s 2017 CEOP and its implementation 
compared to industry best practices and industry norms by leveraging a range of secondary 
sources and our in-house expertise. The sources referenced include rate transition plans, multi-
utility studies on recent rate transitions and related marketing plans, other utility program 
outreach campaigns, and behavioral science studies. This chapter describes how the CEOP 
and its implementation compare to (1) general utility best practices and industry norms and (2) 
best practices from behavioral science. 

3.1 General Utility Best Practices 

Guidehouse used a two-step process for reviewing the CEOP against general utility best 
practices: (1) identify best practices related to the CEOP’s goals and (2) compare the CEOP 
plan and implementation to-date to those best practices and to common utility practices (or 
industry norms). The scope focuses on best practices that relate to the CEOP’s goals because 
utility practices vary widely based on unique regulatory mandates, internal capabilities, budgets, 
and other factors. The sections below detail the outcome of this assessment. 

3.1.1 Best Practice Overview 

Given the importance of contextualizing best practices, Guidehouse limited the best practices to 
those that align directly with the APS’s 2017 CEOP stated goals: 

1. Drive awareness of new rate structures and best rate choices.  

2. Acknowledge customer interest and answer customer questions. 

3. Educate customers on opportunities to save through core message of "shift, stagger, 
save" and DSM programs.  

4. Encourage customers to "engage" with electric usage and learn how it can affect 
their bill. 

5. Increase customer adoption of tools and resources to facilitate electric usage 
awareness and control. 

 
With these goals in mind, Guidehouse developed a list of best practices from nine different 
secondary sources. These sources include utility documentation for rate transitions, meta-
studies on utility rate transitions, and other utility program marketing and outreach efforts. The 
review focused on large utilities that have had recent rate transitions and studies with multiple 
utilities from industry-standard sources, such as the US Department of Energy (DOE).   
Utilities in the materials reviewed include the California investor-owned utilities (IOUs), 
Sacramento Utility Municipal District (SMUD), DTE Electric Company, Hawaiian Electric 
(HECO), AEP Ohio, and the Salt River Project (SRP), amongst others.  
 
Guidehouse synthesized this research to develop a list of best practices across five topic areas: 
(1) communication planning, (2) communication methods, (3) resources and tools, (4) message 
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content, and (5) metrics and reporting. Figure 12. below provides an overview of each of these 
topic areas.  

Figure 12. Best Practice Topic Area Overview 

 
Source: Guidehouse 

 
Table 8 lists the best practices identified by Guidehouse by topic area. Importantly, these 
practices reflect the research available at the time of writing this report. 

Communication 
Planning       

(CP)

• Practices related 
to preparing a 
marketing and 
outreach plan 
that meets stated 
objectives

Communication 
Methods       

(CM)

• Channels for 
maximizing 
communication 
opportunities

Message
Content           

(MC)

• Information and 
types of 
communication 
provided to 
educate 
customers about 
rate changes

Resources & 
Tools             
(RT)

• Materials for 
customers to 
learn more about 
new rates or 
programs

Metrics & 
Reporting    

(MR)

• Methods for 
evaluating the 
program
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3.1.2 Review of the 2017 CEOP & Implementation 

Utilities are moving towards modernizing their rates, leveraging digital tools and advanced data 
capabilities to enhance customer experiences, including education and outreach. Utilities are 
proceeding cautiously during this transition and are often hindered by technical challenges and 
lack of understanding of best practice. Furthermore, regulatory mandates and stated objectives 
vary by utility. These facts have resulted in a range of practices related to customer education 
and outreach, which often deviate from best practice for a range of reasons.  

Recent customer and utility surveys confirm that industry norms vary from best practice. For 
example, a 2019 Smart Energy Consumer Collaborative (SECC) study found that almost half of 
residential customers (out of a survey of 1,500 customers) are unsure what electric rate plan 
they have.73 Likewise, a 2017 UtilityDive and NTC study found that only 7% of utilities believe 
their programs are “great” and 55% believe they are “average” or “poor” at educating residential 
customers and motivating them to take actions (out of a survey of 187 industry professionals).74 
These examples illustrate that industry norms do not necessarily equate to best practice and 
that there is considerable room for improvement for utility education programs in general.  

Due to the variance in practices, Guidehouse reviewed APS’s CEOP and its implementation 
and compared them to industry norms and best practice, as evidenced by the literature 
reviewed and the research team’s expertise. This assessment uses a scale with four discrete 
grades:  

1. Below industry norm 

2. At industry norm 

3. Above industry norm 

4. Best practice  

The Guidehouse assessment does not represent the same scope as a full, comprehensive 
evaluation of the CEOP. The assessment was limited to secondary research based on sources 
available and information provided to Guidehouse as part of this engagement. In particular, the 
comparisons are limited by the lack of information from other utilities that have undergone 
similar rate transitions. A full evaluation would also include a more thorough review of all of 
APS’s implementation activities and materials to-date.  

Ideally, APS’s CEOP and its implementation would fall between industry norm and best 
practice, moving towards best practice to the extent feasible and applicable to its scope, budget, 
and objectives. Figure 13. below outlines the scale used to measure APS’s CEOP and plan 
implementation performance.  

73 Smart Energy Consumer Collaborative (SECC), Rate Design: What Do Consumers Want and Need Report, 
September 25, 2019, https://smartenergycc.org/rate-design-what-do-consumers-want-and-need/.  
74 DiveBrandStudio and NTC, 2017 Utility Residential Customer Education Survey, 2017, 
https://s3.amazonaws.com/ntcpardot/2017/utility-Q4/NTC Survey 2017 draft+3.pdf. 
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Figure 14. APS Performance for Education & Outreach Practices 

 
Source: Guidehouse 

Importantly, the market appears to be moving towards a more programmatic approach to rates 
implementation – focusing on continuous process improvement – thus redefining what is 
considered best practice for the Metrics & Reporting category. Guidehouse recommends that 
APS begin approaching its rates from this perspective by evaluating performance against 
strategic objectives and focusing on continuous improvement, especially for the topic areas 
above. 

3.2 Behavioral Science Best Practices 

Guidehouse used the same two-step process for evaluating CEOP activities against behavioral 
science best practices: (1) identify relevant behavioral science best practices research and 
findings and (2) compare APS’s education and outreach activities to those best practices.  

Guidehouse identified a set of eight behavioral science best practices in two categories, derived 
from a variety of behavioral research studies including utility-specific studies and more general 
behavioral science studies. These sources include utility research and documentation 
associated with rate transitions and rate pilots, utility studies of the effectiveness of behavioral 
strategies for encouraging energy savings in DSM programs, and other behavioral science 
studies.  

The eight behavioral science best practice areas are summarized in Figure 15, below. In the 
following descriptions, each best practice area is labeled as a strength or as an opportunity for 
improvement for APS. This review is summarized at the end of the section. 

Attachment MW-03RB 
Page 53 of 74



Figure 15. Behavioral Best Practice Category Overview 

 

Source: Guidehouse 

3.2.1 Customer Rate Choice 

1. Using choice architecture to address status quo bias through default options 

(strength) 

When faced with a choice that offers a default option, most people go with the default option – a 
phenomenon known as a status quo bias. Given the tendency for status quo bias, the best utility 
programs actively create a customer choice architecture that designs default options so as to 
maximize the benefit to customers. The need to account for status quo bias begs the question 
“Why do most people passively choose the default option when given a choice?” Status quo 
bias can best be described as an emotional preference for the current situation over an 
alternative due to the required investment of emotional or psychological energy necessary to 
choose an alternative.77  

Given the preference for the status quo, programs that are unaware of this bias may incorrectly 
interpret people’s failure to actively make a choice as an indication of low levels of awareness, 
irrational behavior or poor program execution. The likelihood of this misinterpretation may be 
even more pronounced if choosing the default results in a sub-optimal outcome from the 
observer’s perspective. For individuals faced with a decision, the influence of status quo bias 
may be even more pronounced when the difference between choices is small or when the 

77 Samuelson, W., & Zeckhauser, R. J. (1988). “Status quo bias in decision making”. Journal of Risk and Uncertainty, 
1, 7-59. 
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default option (what happens if/when the individual fails to make a choice) is perceived as either 
satisfactory or optimal. 

Because status quo bias is so powerful, it is important for program designers to thoughtfully and 
intentionally establish the customer choice architecture with the goal of maximizing beneficial 
outcomes for the majority and to also recognize that “there is no such thing as a ‘neutral’ 
design.”78 By using choice architecture, designers work to intentionally “influence choices (or 
outcomes) in a way that will make choosers better off, as judged by the choosers themselves.” 
“Nudges” are the tools that designers use to craft effective choice architectures. 

The Guidehouse review of the rate transition process found that the APS rate design choice 
architecture was well structured. While customers were provided with several rate choices, 
customers who failed to choose a new rate were defaulted into the Most-Like Rate. The choice 
to default customers into the Most-Like Rate is well aligned with the reality that a large 
proportion of people tend to be averse to change and that many APS customers may have 
previously selected their legacy rate, implying a preference for that rate, regardless of whether 
the selected rate was the most economical choice. 

 

2. Communicating savings periods in TOU rates (opportunity for improvement) 

Behavioral science research on customer comprehension of new rate structures can maximize 
that comprehension and help customers to perform better on the new rate. Customers who use 
TOU rates for the first time often encounter difficulties understanding time-based rates if savings 
periods are not clearly communicated.  

According to one behavioral research study, utility customers face psychological barriers that 
can impede the comprehensibility of graphic illustrations of time-based rate structures. This 
research was performed in Ontario to better understand why only 23% of customers correctly 
understood different elements of TOU pricing. The research assessed customer comprehension 
of linear versus nonlinear graphical presentations of rate structures and found that “a circular 
depiction of time is incongruent with how most people perceive time (as linear).” Subsequent 
research explored the difference in customer comprehension when comparing two different 
linear depictions of time. The results show that the use of an enhanced linear design – 
incorporating several behavioral science elements – yielded a 14% uplift in customer 
comprehension relative to the circular representation. (See graphics below.) 

 

78 Thaler, R. and C. Sunstein. (2008). “Nudge: Improving Decisions about Health, Wealth, and Happiness. New 
Haven, CT: Yale University Press. 
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Figure 16. Example Circular Time Depiction 

 
Source: BEworks 2019 (Ontario bill design findings) 

 

Figure 17. Example Linear and Enhanced Linear Time Depictions 

 
 
Source: BEworks 2019 (Ontario bill design findings) 

 

Guidehouse’s review of APS literature revealed the use of a combination of both circular and 
linear time depictions to inform customers about TOU rates. (See APS graphics below.) Given 
the past research described above, APS customers are likely to benefit from modifications to 
TOU graphics. Guidehouse recommends that APS consider the exclusive use of a linear 
graphic for future customer communications. Customers may also benefit from the use of an 
enhanced linear graphic such as the one adopted in Ontario. Guidehouse suggests that APS 
consider performing customer research and behavioral diagnostics to test the comprehensibility 
of several graphic designs with different demographic groups including seniors and low-income 
households. 
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Figure 18. Example APS Circular Time Depiction 

 

Source: APS 

Figure 19. Example APS Linear Time Depiction  

 

Source: APS 
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3. Helping customers make decisions using rate comparison tools and pro forma billing 

(strength) 

APS’s rate comparison tool and pro forma billing provide customers with valuable means of 
comparing rates and the cost differences between rates, helping people make a rational 
assessment of rate options based on economic considerations. When studying decision making, 
behavioral science research has found that when faced with a choice, people tend to employ 
one of two systems of thinking: System 1 or System 2. System 1 thinking is often described as 
intuitive and automatic, while System 2 thinking is generally characterized as reflective and 
rational. Automatic System 1 thinking generally involves making decisions based on a gut 
reaction, while Reflective System 2 thinking relies on a more conscious thought process.  

It is important to note that most utilities tend to design programs with the expectation that 
customers will employ System 2 thinking when making decisions. Nevertheless, the reality is 
that most of our decision making relies exclusively or heavily on System 1 thinking. In short, the 
decisions that utility customers make generally are not as systematically considered as we 
would like to believe. Instead, people frequently rely on mental shortcuts and rules of thumb due 
to limitations in the amount of time and energy available to attend to competing concerns.  
According to Weber and Johnson,79 attention is a very scarce cognitive resource. “Unlike money 
or other material resources, which can be saved or borrowed, the amount of attention available 
to anyone to process the vast amount of information potentially available on innumerable topics 
is small and very finite.”80  

Moreover, even when people do give their attention to a particular topic, their decisions are 
often influenced by many different types of biases. One such bias is loss aversion. First, people 
hate losses. Research suggests that losing something makes people twice as miserable as 
gaining the same thing makes them happy.81 As a result, people tend to avoid giving up what 
they have because they do not want to incur a loss, even when changes are in their best 
interest. Therefore, in a context of limited attention and loss aversion, tools provide a valuable 
resource for both making the assessment easier and making the likely outcome clearer. By 
doing so, tools can help overcome people’s tendency to stick with what they have and actively 
make a change. 

The behavioral science insights highlighted here suggest that APS’s customer education tools, 
including the rate comparison tool as well as the more recent effort to provide customers with 
pro forma billing, are likely to provide great benefit to customers. Although the APS rate 
comparison tool had a temporary error between February and November 2019, almost 10 
months after the rate transition was completed on May 1, 2018, that issue has since been 
resolved. The recent addition of pro forma billing ensures that all APS customers can easily and 
quickly compare their current rate to their most economical rate, eliminating the need (but 
preserving the option) for customers to proactively find and use the rate comparison tool. Such 

79 Weber, E. U. & Johnson, E. J. (2009). “Mindful judgment and decision making.” Annual Review of Psychology, 60, 
53-86. 
80 Weber, E. (2010). “What Shapes Perceptions of Climate Change?” in Climate Change. Wiley Interdisciplinary 
Reviews (WIREs). January 6, 2010. Available at: 
https://www0.gsb.columbia.edu/mygsb/faculty/research/pubfiles/4757/WIRE%20ClimateChange%20Perceptions%20
Weber.pdf. 
81 Thaler, R. and C. Sunstein. (2008). “Nudge: Improving Decisions about Health, Wealth, and Happiness.” New 
Haven, CT: Yale University Press. 
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tools are likely to benefit customers by helping them consider the rate choices using a more 
rational thought process.  

Guidehouse recommends that APS consider providing customers with additional tools such as 
the demand charge calculator to help customers feel more comfortable with demand rate 
options. Customers could also benefit from the development of a notification system that would 
notify customers if they are approaching rate plan eligibility thresholds for the flat (basic) rate 
plan they are currently enrolled in (related to the annual rate reassignment process). 

 
4. Using sweepstakes to promote active enrollment (strength) 

Sweepstakes are a great tool for customer engagement. Behavioral science research has 
shown that people tend to be overly optimistic about their chances of winning lotteries and 
sweepstakes (as well as succeeding in marriage and business) when compared to the actual 
odds. For example, when students are asked how well they expect they will do in a college 
class, only 5% of students report that they will be below the median and more than half the 
class expects to perform in the top 20%. 

Consistent with behavioral best practices, the APS customer engagement and outreach effort 
successfully designed and implemented a sweepstakes approach to encourage customers to 
actively choose their new rate as part of the rate transition process. The APS sweepstakes gave 
away 10,000 smart thermostats and 2,000 smart plugs to a randomly selected list of eligible 
customers who had selected their new rate. While the impact of the sweepstakes is difficult to 
discern because it did not have an experimental design, behavioral science research suggests 
that it is likely to have been impactful in motivating a larger proportion of customers to actively 
select a new rate. In other words, APS’s decision to use a sweepstakes approach is likely to 
have helped motivate the 22.8% of customer who actively chose their new rate. 

 
5. Understanding and addressing customer motivation in rate comparison tools and pro 

forma billing (opportunity for improvement) 

Behavioral science research and past utility rate studies suggest that customer rate choices are 
not simply motivated by personal or household economic considerations but often involve a 
wide range of factors. Such studies indicate that a strict focus on customers’ choice of the most 
economical plan (MEP) as a measure of success is ill-advised. According to customer research 
from a recent TOU study in Colorado, the three most commonly self-reported factors motivating 
customers to enroll in the TOU rate were the opportunity to save money (96%), to have more 
control over their bill (89%), and to conserve energy (88%).82 These findings are consistent with 
behavioral science and decision research which show that decision making is not always 
rational and that both economic and non-economic factors may drive decision making.  

According to research on sustainable behaviors, a variety of factors are likely to influence an 
individual’s decisions.83 These include emotions/affect, personal and cultural values, and 
personal and social norms, as well as a concern for others (i.e., empathy and pro-social 

82 Guidehouse. (2020). “Residential Energy Time-of-Use (RE-TOU) Trial.” Final Evaluation Report prepared for Public 
Service Company of Colorado. 
83 Steg, L.; Perlaviciute, G., and E. Van der Werff. (2015). “Understanding the human dimensions of a sustainable 
energy transition.” Frontiers in Psychology: Personality and Social Psychology: 17. Available at: 
https://doi.org/10.3389/fpsyg.2015.00805.  
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behaviors). For example, in the Colorado study, survey research findings revealed that nearly 
90% of customers indicated they were highly motivated by the prospect of conserving energy (a 
reflection of environmental values), 89% by having more control over their bills (reflecting the 
desire for self-efficacy), and 65% by helping the utility to understand and design an efficient 
electricity rate for the future. More generally speaking, customers may also value the simplicity 
and convenience of using flat rates more highly than the potential energy savings that could be 
achieved via TOU or demand rates. 

When deciding whether to provide customers with rate comparison tools or pro forma billing, 
utilities should be aware that these tools carry the potential for both beneficial and detrimental 
effects on customer decision making. Given that both tools tend to focus exclusively on helping 
customers assess the difference in economic benefits between rates, they often fail to 
acknowledge and tend to crowd-out customers’ considerations of the other benefits associated 
with particular rates, resulting in an outcome where customers may be left with a rate that fails 
to address the full range of their interests.  

While rate comparison tools and pro forma bills provide value by helping customers to rationally 
and easily assess the economic benefits of different plans (based on historical usage), a more 
holistic approach to comparing rates would acknowledge and integrate additional factors of 
value to customers (i.e., level of risk, control, ease, convenience, etc.). Given that APS has 
recently begun providing pro forma billing to all customers – comparing a customer’s current 
rate to their MEP – we will be able to discern whether customers are most motivated by lowest-
cost-economics. Now that all customers will be able to make the comparison quickly and easily, 
we can assess whether customers who are not on their MEP choose to change rates and adopt 
their MEP. Such a migration to the MEP would provide quantitative evidence about the portion 
of customers who may perceive their best interest exclusively in economic terms.  

As noted earlier in this report, the choice to provide customers with rate comparison tools and 
pro forma billing currently represents industry best practices when undertaking rate transitions 
where customers may move to time-differentiated rates. That said, the exclusive focus on 
economic benefits unnecessarily shifts customer attention away from other values and benefits 
that would otherwise be factored into the decision process. In order to overcome these built-in 
biases, Guidehouse suggests that APS perform additional customer research to learn more 
about how customers are evaluating rate options, the values that customers reference when 
making a choice, and potential thresholds for choosing one plan over another. 

3.2.2 Customer Experience 

6. Designing customer bills to enhance customer understanding and behavior 

(opportunity for improvement)  

The design, layout, and content of critical sources of information such as customer bills plays an 
important role in shaping customer awareness, knowledge, and behaviors.  

In a recent study for the Ontario government, behavioral diagnostics and behavioral research 
were used to evaluate and restructure the presentation of information in the utility’s bill with the 
goal of enhancing customer understanding. The effort resulted in an increase in customer 
understanding as well as a reduction in on-peak consumption. The evaluation involved the use 
of behavioral diagnostics including an eye-tracking method to identify where on the bill 
customers were most likely to focus their attention. The findings indicated that customers were 
most likely to pay attention to the top-left part of the page as well as content presented in graphs 
and tables.  
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In a revised version of the Ontario bill, more of the information was presented in graphs and 
tables and important information was moved to the areas of the bill where customers were more 
likely to look. In this case, the impact was measured using an experimental design with the goal 
of achieving rigorous evaluation of results. Analysis of research results showed that customer 
bill comprehension was significantly higher among those customers who received the new bill 
design when compared to the control group – a 14% uplift in customer understanding. The 
revised bill also resulted in additional on-peak savings of 0.8% annually and savings of 1.5-2% 
in winter on-peak.84 

A review of several recent APS bills (see example in Figure 20 below) suggests that the APS bill 
design could benefit from the application of existing behavioral insights and/or research to better 
understand customer comprehension challenges and preferences associated with bill design 
features. Guidehouse understands that APS plans to perform a bill redesign in the near future 
and recommends that APS consider the application of current behavioral science insights 
and/or the use of behavioral diagnostics to evaluate customer comprehension of several 
potential bill designs. 

Figure 20. Example APS Bill 

 

Source: APS 

7. Enhancing effectiveness of communications materials using behavioral insights and 

behavioral research (opportunity for improvement) 

Like the bill evaluations discussed above, behavioral diagnostics have also been used to 
evaluate the design and framing of a variety of other utility-related communications. How 
information and communications are “framed” often plays an important role in determining the 
level of customer comprehension.  

84 BEworks. (2019). “How BEworks Reduced Energy Consumption and Improved Bill Comprehension.” Available 
online at: https://beworks.com/wp-content/uploads/2019/08/CaseStudy3.pdf. 
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When developing customer-facing materials, the framing of decisions should ideally recognize 
that people often react differently to the content of communications simply based on how the 
information is presented. For example, as described by Thaler and Sunstein (2008) framing has 
been used successfully in energy efficiency campaigns to encourage conservation behaviors by 
replacing language that originally emphasized potential savings (“If you use energy 
conservation methods, you will save $350 per year”) to language that emphasized potential 
losses (“If you do not use the energy conservation methods, you will lose $350 per year”). 
Although both statements convey the same information, testing of the loss-aversion based 
language revealed that it was more effective at creating the desired changes in customer 
behavior.   

Given that message framing and presentation strategies can have such a large impact on 
customer comprehension of communications content, testing of important communications 
materials using behavior-based strategies can yield important benefits. For example, behavioral 
diagnostic studies were employed by Guidehouse to evaluate the content of a utility-run home 
energy report program as well as the effectiveness of a mobile app developed by a third party. 
Both studies included a review of the communications content and design being presented to 
customers with the goal of identifying opportunities to more effectively incorporate behavioral 
science insights, and enhance customer engagement, motivation, and understanding, with the 
ultimate goal of encouraging customers to reduce their energy consumption. As a result of the 
study, an alternative version of the utility’s home energy report was developed. The alternative 
version of the report was subsequently tested and evaluated using an experimental design. The 
findings revealed that the alternative design which incorporated several important behavioral 
science insights was successful in generating a 30% increase in report-induced energy savings. 

Because of the importance of customer bills and other utility communications for enhancing 
customer understanding and the lack of prior review, Guidehouse suggests that APS consider 
the use of behavioral diagnostics and evaluation as a means of enhancing the formatting and 
content of key rate-related communications such as welcome kits. 

 
8. Nudging shifts in TOU behaviors (strength) 

APS’s TOU and demand rates are designed to use price signals to encourage people to shift, 
stagger, and reduce their use of electricity with the goal of saving money. While price signals 
have been shown to be effective (at least for some customers), an approach that is exclusively 
focused on economic incentives may not be as effective as an approach that combines the use 
of economic incentives with non-economic nudges.  

An important test of this premise and assessment of the impact of non-economic nudges was 
recently performed in Ontario. The test followed a full-scale roll out of TOU pricing which 
occurred in 2012. At that time, average on-peak reductions in Ontario were measured at 3.26%. 
However, by 2014, on-peak reductions had fallen to 1.18%.85,86 The decline in customers’ price 
responsiveness as experienced in Ontario was hypothesized to be related to the tendency for 
people to be present-biased, valuing immediate reward over similar or larger rewards in the 
future. In other words, customers may learn to perceive the long-term financial rewards 

85 Alectra Utilities. (2019). “Alectra Utilities Regulated Pricing Plan Pilot – Interim Report.” Submitted to the Ontario 
Energy Board. Submitted January 11, 2019. Revised March 29, 2019. 
86 Thomson, D. and D. Carr. (2019). “Insights from the Regulated Price Plan Pilot Project in the Province of Ontario.” 
Presentation at the 2019 Behavior, Energy, and Climate Change Conference. Sacramento, CA. 
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associated with on-peak electricity reductions as trivial relative to the immediate value of energy 
services such as doing laundry when it is convenient or heating and cooling the home on hot or 
cold days. The Ontario Energy Board responded in 2016 by releasing an RFP seeking local 
distribution companies (LDCs) and partners to participate in a 12-month pilot project to 
investigate the effectiveness of alternative pricing structures as well as non-pricing interventions 
on peak consumption. Three non-price intervention approaches were selected for testing: 
personal benchmarking, personalized tips, and the use of a customer pledge to participate in 
conservation efforts. The three approaches were combined in a nudge report that was sent to 
customers on a monthly basis. The research used an experimental design and found that non-
price communications (i.e., nudges) were successful in reliably reducing on-peak consumption 
by approximately 1.5% to 3.5% for all customer groups.87 

As part of its recent rate transition, APS has also engaged in several noteworthy activities that 
provide customers with non-economic nudges to shift, stagger, and reduce energy 
consumption. These activities include the use of bill alerts (prompts), detailed information via the 
APS app (feedback), and the development of a set of rate-specific tips through the delivery of its 
Home Energy Report program with Oracle (feedback, segmentation, and social norms). For 
example, customers have the option to sign up for several different types of notifications 
including bill alerts that notify customers when they have reached an electricity consumption 
(kWh), dollar, or peak usage (demand/kW) threshold. These alerts are sent via either text or 
email. The specific threshold can be determined by customers who want to be made aware of 
higher than normal levels of energy consumption before they receive their bill. The alert itself 
serves as a prompt to shift customers’ attention to something that they often do not have the 
time or energy to focus their attention on, allowing them to change their behavior in a timely 
manner.  

A prominent Stanford University behavior scientist, B.J. Fogg, identifies prompts as one of three 
critical elements in behavior change. One study of the impact of bill alerts on energy savings 
found that they were successful in helping customers reduce energy consumption by 2.5% 
annually and up to 6% in peak months.88 

In the Spring of 2016, APS also launched a mobile app that allows customers to access their 
account information and monitor and share their energy usage data. The mobile app uses AMI 
(advanced metering infrastructure) data to provide customers with valuable feedback about their 
energy usage. In addition, customers on TOU and demand rate plans can view their weekly or 
daily peak and off-peak usage (demand). The app tool leverages the power of behavioral 
science insights concerning feedback to improve customer awareness, knowledge, and 
performance on new rate plans. The value of feedback for changing behavior and reducing 
energy use has been well documented.89,90 The power of feedback lies in its ability to make an 

87 Alectra Utilities. (2019). “Alectra Utilities Regulated Pricing Plan Pilot – Interim Report.” Submitted to the Ontario 
Energy Board. Submitted January 11, 2019. Revised March 29, 2019. 
88 Freeman, Sullivan & Co. (2013). “Fast Facts about Bill Alert Pilot.” Presentation at the 2013 Behavior, Energy and 
Climate Change Conference. Available at: https://beccconference.org/wp-content/uploads/2013/12/BECC-
Presentation-JAS-Schellenberg.pdf. 
89 Abrahamse, W, Steg, L, Vlek, C, and T. Rothengatter. (2020) “The effect of tailored information, goal setting, and 
tailored feedback on household energy use, energy-related behaviors, and behavioral antecedents.” Journal of 
Environmental Psychology 27(4): 265-276. 
90 Ehrhardt-Martinez, K, Laitner, S, and K. Donnelly. (2010) “Advanced metering initiatives and residential feedback 
programs: a meta-review for household electricity-saving opportunities.” Washington, DC: American Council for an 
Energy Efficient Economy. 
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• Use of “nudges” such as high bill alerts, 

detailed energy feedback through the APS 

app, and rate-specific tips (via home energy 

reports) to shift TOU behaviors 

• Application of behavioral research to enhance 

the effectiveness of key communications 

materials such as welcome kits 

Source: Guidehouse 
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4.0 Conclusions and Recommendations 

As described in detail in this report, Guidehouse believes APS’s 2017 CEOP followed 
several foundational normative and best practices in its development, including early 
stakeholder engagement in its 2016 proposed rate case process, leveraging its substantial 
historical understanding of residential customer usage and responsiveness to TOU and demand 
rates, articulating goals and consistent message branding, and integrating the rate transition 
CEOP with information provided to customers about other utility programs.   

While Guidehouse believes APS’s 2017 CEOP and its implementation performed well across 
most practices, there is always room for improvement. Normative and generally accepted best 
practices across the industry, tailored to APS’s specific customer educational needs, program 
objectives, and Commission directives, should guide further improvements and refinements to 
APS’s customer education and outreach approach.  

Guidehouse also concludes that comparing the CEOP’s performance to California’s default 
residential TOU ME&O program suffers from several important scale and scope flaws, 
especially in an ex post facto evaluation. As discussed at length in Chapter 2.2, APS’s and 
SCE’s customer education and outreach plans for their respective rate transitions were shaped 
by different customer starting points, different customer educational needs, different policy 
objectives and Commission directives, and were supported by significantly different budgets. As 
a result, Guidehouse does not believe it is reasonable to compare APS’s CEOP to SCE’s 
ME&O plan. There are, however, certain aspects of the California default TOU ME&O work – in 
addition to an awareness of best practices generally – that offer constructive learnings for rate 
transition education, and for APS’s future customer education and outreach efforts.   

Beyond California, many utilities are moving towards modernizing their rates and leveraging 
digital tools and advanced data capabilities to enhance customer experiences, including 
education and outreach. One consistent and important theme across these rate modernization 
efforts is that both economic and non-economic factors should be integrated into the tools and 
materials used to inform customers about their rate choices. For this reason, focusing 
education and outreach solely on the customer’s most economical rate plan, or MEP, 
ignores other considerations that can be very important to customers, and is not 
considered best practice.   

Behavioral science clearly indicates that most people tend to stick with the status quo or default 
option when faced with decisions. Behavioral science also indicates that for those people who 
do make an active choice, a wide range of non-economic factors are likely to influence the 
decision-making process, including personal and cultural values. While economics remain 
important, past research has shown that other concerns and preferences also have a strong 
influence on customer choice. For example, some people are motivated by convenience, while 
others are concerned about environmental consequences, and still others prefer options that 
appear to carry less risk. Generally speaking, non-economic considerations tend to be more 
important when economic consequences are relatively small. For these reasons, the use of 
Most-Like Rates (i.e., rates that most closely resemble customers’ legacy rates) during 
APS’s rate transition correctly accounted for customers’ past rate choices, knowledge, 
and experience, and likely made the transition easier for them.  

Below, Guidehouse summarizes our recommendations for how APS can improve its CEOP 
efforts going forward. Generally speaking, APS approached the 2017 CEOP as a marketing 
effort, focusing on advertising upcoming rate changes. In the future, APS can strengthen this 
approach by approaching education and outreach more holistically across its rates program and 
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by focusing on establishing and evaluating customer-centric measures including awareness, 
knowledge, and behaviors as part of a continuous process improvement approach. This type of 
approach is becoming increasingly common among utilities who have begun to recognize that 
rates play a key role in shaping the type of utility-customer partnerships that are needed to 
manage complex, distributed energy systems through enhanced customer engagement and 
demand management while also maintaining high levels of customer satisfaction.   

Accordingly, Guidehouse recommends a multi-year customer engagement initiative for the rates 
program that incorporates the following elements over the long term, and that could support 
goals and objectives resulting from APS’s pending rate case in the near term:   

➢ Relating to Customer Research and Experience: APS should consider conducting 
customer segmentation and ongoing process evaluation research for a period of 2 to 3 
years prior to and following the rollout of new rates to better understand customer 
perspectives, motivations, barriers, and expectations and how they vary across important 
segments of the population. Ongoing process evaluation research could be particularly 
helpful to understand the experience of new and existing customers with a rate plan over 
time. Importantly, process evaluation research could provide insights into any challenges 
and misperceptions that dissuade customers from trying new rates or changing their 
behaviors. This research could be used to inform program outreach activities and materials 
using a continuous process improvement approach.   

• Process evaluation research methods include, for example, customer surveys, 
interviews, and focus groups.   

• Research can be used to develop customer journey maps for particular customer 
segments of interest (such as seniors, Spanish-speaking populations, and low-income 
households), illustrating customer experiences and the ways in which those experiences 
shape customer perceptions, thoughts, and feelings about the utility. Journey maps are 
particularly valuable for identifying pain points, common misunderstandings, 
opportunities for behavioral nudges, and additional tools.   

• APS has already successfully integrated a number of behavioral nudges through its 
customer bill alerts, APS app-based feedback opportunities, and work with Oracle to 
provide customers with rate-specific feedback and tips. Guidehouse recommends that 
APS consider opportunities for expanding these efforts to provide customers with 
appropriate nudges whenever feasible; for example, providing timely feedback to 
customers on flat rates who may be approaching rate eligibility thresholds so as to avoid 
the involuntary shifting of customers to new rates during the annual reassignment 
process, when avoidable.  

• APS should also consider additional tool enhancements that facilitate customer 
engagement and increase rate choice awareness, for example, developing and 
promoting the demand charge calculator to help customers feel more comfortable with 
demand rate options.  

➢ Relating to Behavioral Science Review and Research: As previously noted elsewhere in 
this report, given that message framing, message content, and communications design 
elements can have such a large impact on customer comprehension, testing important 
communications materials using behavior-based strategies can yield important benefits. For 
example, an exclusive focus on economic benefits, or bill impacts, fails to recognize other 
important customer values and interests that influence customers’ rate choices. This may 
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cause customers to end up on a rate that is, on the whole, sub-optimal for them. These 
outcomes often result in negative customer experiences and lower levels of satisfaction.  

Guidehouse recommends that APS perform behavioral diagnostics and research to assess 
how customers are evaluating rate options and determine the values that customers 
reference when making a choice (as well as the biases that shape their choice). Guidehouse 
recommends that APS consider the use of behavioral diagnostics and evaluation as a 
means both to remove any obstacles for customers to choose the MEP if the most 
economical price is the customer’s priority, and to ensure that customers are aware of the 
other characteristics of a rate plan that are relevant to their priorities and values.    

• Review of program design, communications, and other materials through the behavioral 
diagnostics lens can strengthen the “choice architecture” and enable APS to apply 
behavioral nudges as appropriate.   

• Customer research and behavioral diagnostics can help to test the comprehensibility of 
graphic designs options with different demographic groups including seniors, Spanish-
language customers, and low-income households. 

• Future bill redesign efforts would benefit from the application of existing behavioral 
insights and/or new research to better understand customer comprehension challenges 
and preferences associated with bill design features.  

➢ Relating to Objectives, Metrics, and Reporting: The energy utility industry appears to be 
moving toward a more programmatic approach to planning, implementing, and evaluating 
the customer response to new rates, focusing on continuous process improvement and 
redefining what is considered best practice for metrics and reporting. Guidehouse 
recommends that APS begin approaching its rates from this perspective by establishing a 
Program Theory Logic Model and evaluation plan that documents utility goals and evaluates 
the performance of rate-related initiatives against strategic objectives.93 Objectives and 
metrics should focus on the customer experience and the desired customer outcomes. 
Evaluation findings should be used to inform changes to program efforts and materials in an 
ongoing cycle of continuous process improvement.   

It is important to emphasize that metrics should not only document marketing and education 
outputs, but also the impact of marketing and education activities on customer awareness, 
perceptions, knowledge, behavior, barriers, and experience. Such metrics should be 
modified as needed to adapt to changing customer expectations and rate conditions and 
progress should be reported on a regular basis. As mentioned, customer education should 
also seek to attain segment-specific insights for particular customer segments of interest. 
Overall, evaluation objectives, metrics, and reporting should be based on: 

• A Program Theory Logic Model and evaluation plan that specifies goals and objectives 
as well as customer experience metrics (in addition to marketing and outreach metrics) 
and that tracks and reports on findings at regular, pre-determined intervals. 

93 The US DOE defines a logic model to be “a plausible and sensible model of how the program will work under 
certain environmental conditions to solve identified problems.” More information may be found at: 
https://www.energy.gov/eere/analysis/program-evaluation-program-logic.  
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• Process evaluation research and continuous process improvement practices that 
improve the customer experience in an ongoing and iterative fashion. 

➢ Relating to Stakeholder Engagement and Input: External stakeholder input is an 
important component of not only program design but also objective and metric development. 
For example, APS noted at the outset of its prior rate case process that a comprehensive 
customer education and outreach plan would be critical to support the results of the rate 
case. To that end, APS held numerous stakeholder sessions to build early awareness of the 
changes it was seeking, which enabled key stakeholders to more actively and substantively 
participate in the rate case and subsequent settlement process, and to begin formulating 
their own recommendations early on about how customers should be approached about 
potential rate changes. Finalizing the 2017 CEOP document, however, involved a 
comparatively limited stakeholder feedback process defined in Decision No. 76295. 
Stakeholders had 10 days to file a single set of comments on the CEOP; after that, APS had 
10 days to file the final plan. 

A regular, ongoing stakeholder engagement process – particularly in an environment where 
multiple programs and other factors impact rates and customer bills in different ways – is an 
important vehicle for ensuring transparency. Guidehouse understands that APS has already 
instituted a Customer Advisory Board and begun recurring stakeholder meetings designed 
to facilitate such transparency and engagement, and strongly endorses these steps. 
Guidehouse recommends that APS formalize these regular stakeholder meetings into a 
Stakeholder Advisory Council (SAC), which could serve as an important sounding board, 
complementary to the Customer Advisory Board, in the development and tracking of future 
rate plans and customer education initiatives from a regulatory perspective. 

• As APS proceeds through its currently filed rate case, a SAC could help to inform 
refinements to its CEOP that will integrate related rate changes with other customer-
facing programs and tools. 

• The SAC could facilitate transparency and clarity and distinguish between program goals 
(e.g., how to measure customer response to specific rate design changes or options) as 
opposed to education and outreach goals (e.g., how to measure effectiveness of 
customer touchpoints, messaging, and tools). 

• Beyond these activities, the establishment of a SAC could further provide an interactive 
means of reporting progress toward goals and objectives, and could even identify 
opportunities for APS to involve stakeholders and regulators in certain customer 
behavioral science research processes, such as focus group observation and/or survey 
development. 
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Appendix A. Residential Rate Transition Switch Rates 

APS reported that 22.8% of its residential customers voluntarily switched to a new service plan 
during the transition period. The Alexander Report also cites this switch rate, but notes that 
APS’s CEOP did “not establish any goals or objectives to reflect customer switch rates. As a 
result, it is not possible to determine if this switch rate was reasonable or not.”94 

While the Alexander Report is accurate in stating that the 2017 CEOP did not set a goal for the 
number of customers it sought to have make a voluntary switch during the transition plan, it is 
possible to compare the 22.8% to percentage of customers making voluntary selection choices 
in other rate transitions to make a general assessment. 

Given the unique characteristics of APS’s transition, there is no perfect comparator for this 
statistic that can readily be gleaned from other utilities’ rate transitions. However, since APS rate 
transition of residential consumers involved APS making a pre-determined choice for customers 
(in this instance, converting them to their Most-Like Rate) that customers could choose to opt-
out of if they wished (given they followed the requirements), it is reasonable to classify APS’s 
rate transition as having a “default” enrollment structure. Using this rate transition default 
structure, the 22.8% can roughly be compared to other default rate transitions, such as those in 
California already identified in the Alexander Report.  

In preparation for the transition of its qualified residential customers to default TOU rates, SCE 
executed a default TOU pilot and commissioned an interim evaluation of the pilot results for the 
June to September 2018 time period.95 As is typical with default pilot evaluations, Nexant 
analyzed the percentage of treatment customers who choose to “opt-out” of the default pilot. Or, 
said in the parlance of APS’s rate transition, “customers who voluntarily switched” to a different 
rate. In both instances, the fundamental choice being made is the same: customers are making 
an active decision to select a choice other than the default one being made for them by the 
utility.  

Nexant’s interim evaluation of SCE’s default TOU pilot found that “in most instances, the pre-
enrollment opt-out rate was roughly 20%, but once customers enrolled on the rate, very few 
left.”96 In other words, roughly 20% of SCE’s default residential pilot customers voluntarily 
switched rates. In APS’s transition, more customers—22.8%—voluntarily switched rates 
compared to SCE’s default TOU pilot. This result would suggest, that the customer education 
and outreach APS conducted was roughly as effective as SCE’s in engaging customers to make 
a choice about their rate selection.  

94 Page 22, An Evaluation of Arizona Public Service Company’s Customer Education Plan and its Implementation, 
Barbara Alexander Consulting LLC, May 19, 2020. 
95 “Default Time-of-Use Pricing Pilot Interim Evaluation, Submitted to Southern California Edison”, Nexant, April 1, 
2019; filed in SCE’s 17th Quarterly Report on the Progress of Residential Rate Reform, November 1, 2019. 
96 Ibid., at pg. 8. 
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