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Docket No. E-00000J-13-0375
Dear Chairman Stump, Commissioners & Interested Stakeholders:

Direct Energy Services, LLC, and Noble Americas Energy Solutions LLC, (collectively
“Direct and Noble”) appreciate Commissioner Robert Burns having initiated a process for the
Commission to collect information and intelligence on the impact of innovations and

technological developments in the electric industry on the current energy utility model in
Arizona.

History shows that innovation and technology developments can cause dramatic increases
in productivity, transforming industries and setting whole societies on new paths to growth. For
example, the rise of wireless technology fundamentally altered telecommunications. PCs and
smartphones, enabled by ever-smaller and faster chips, have revolutionized the consumer-
electronics industry. And portable audio devices - starting with the Sony Walkman and
continuing with the iPod - have radically transformed the way music is packaged, purchased, and
consumed.

In the energy industry, smart grid technologies, the expansion of use of utility scale and
distributed renewables resources, especially solar in Arizona, and strides in energy efficiency,
along with low gas prices due to the economic recovery of shale resources, are transforming
energy usage patterns and how energy is produced and delivered.

The widespread adoption of new transformative energy technologies could save
customers hundreds of billions of dollars annually and help achieve economic growth while
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improving the environment. While not every new technology will achieve widespread adoption,
those that do will change energy markets dramatically.

The scope for this docket appropriately seeks to have the Commission gain a
comprehensive understanding of the types of innovative measures and new technologies that are
available and those that are “in the works”. From the perspective of Direct and Noble, a
necessary component to facilitate the adoption of innovative energy technologies will be the
presence of policies and regulations that support and allow the optimization of such
advancements for energy users in Arizona. In order for Arizona residents and businesses to fully
reap such benefits, they must be able to evaluate and choose among the various products and
services that the technologies spawn, because choice provides the impetus for the development
of products and services that the technologies offer. Allowing the innovators and market experts
to partner with Arizona regulators for the betterment of energy users will allow the best possible
solution for the future.

By limiting customer choice to products and services offered by only the incumbent
utility, without competitive alternatives, Arizona customers are being denied the full benefits of
product innovation and empowerment. There is substantial evidence which demonstrates that
customer choice has placed downward pressure on electric prices, stimulated innovation and
efficiency, and empowered customers to choose products and services to meet their individual
needs — to the benefit of all customers. In that regard, there is ample evidence that the ability for
innovation and technology advancements to transform the energy space in beneficial way will
ultimately depend on whether or not customers have access to the products and services that will
enable them to use energy more efficiently, and whether there is geniune market competition for
their business, because it will be customer choice and competition that will bring the most viable
technologies to the forefront.

Direct and Noble have previously provided information to the Commission that customer
choice is much more than securing the lowest possible cost energy suppliers, especially in an era
of rapid technological changes. Specifically, the benefits of robust, sustainable competition
extend beyond a simple analysis of price. With competition, customers are empowered to
choose among a number of value propositions customized to their individual needs. In some
instances, that may be an evaluation solely on price, but for others it may be about increasing
their use of renewable energy, or a desire to have a fixed price in place for a pre-determined
period of time, while still others may prefer time differentiated prices or some blend of fixed and
variable pricing. The full range of customer choice benefits should be evaluated in their entirety;
cost savings is but one of those benefits and innovation is another.

It has been said that price savings is the main benefit and driver for a retail market, and
this may be the primary reason for some customers, but it certainly is not the only benefit that
competition brings to a market. Customers of all classes are actively selecting competitive green
power options, and a range of energy efficiency and load reduction products and services from
suppliers at the retail level in competitive markets. In their comments to the Commission in
Docket No. E-00000W-13-0135 Direct and Noble presented a table that described examples of a
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wide range of products, services, and value-added options offered by competitive retail
suppliers.! We present this table again as Appendix “A” to this letter to underscore the role that
customer choice can and should play in its efforts to bring the full benefit of technological
innovation to Arizona’s energy consumers.

Commissioner Robert Burns’ December 5, 2013 proposed scope for this proceeding
seeks, among other things, information on “[bJusiness and regulatory impacts such as the need
for smart grid to realize benefits, changes in market structures, system operations and
planning, rate designs, and regulatory policies resulting from or needed to facilitate the
adoption of the technology or innovation.” [emphasis added]. Direct and Noble believe this to
be a direct acknowledgement of the role of customer choice in the deployment and acceptance of
new beneficial technologies, which are important and vital considerations for this proceeding.
Extensive information on this topic has been placed in the record in Docket No. E-00000W-13-
0135. Direct and Noble respectfully request that their comments submitted in that proceeding be
incorporated into this proceeding for consideration, including in the forthcoming workshops.

In closing, Direct and Noble look forward to participating in this proceeding, and are
optimistic about the potential to bring innovative products and services to energy-consuming
residents and businesses in Arizona.

Respectfully submitted,

Lawrence V. Robertson, Jr.
On behalf of Direct Energy Services, LLC and
Noble Americas Energy Solutions, LLC

c:\usersiangela\documents\larry\noble energy solutions\13-0375\comments of innovation docket fnl.doc

! Because of the highly competitive nature of competitive offers, the number of customers selecting individual
products and services are not publicly reported
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