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COMMONWEALTH OF PENNSYLVANIA
BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSION
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Retail Electricity Market: Intermediate : Docket No. 1-2011-2237952
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JAN 17 201

COMMENTS OF UGI ENERGY SERVICES, INC. pa pyBL|C UTILITY COMMISSION
SECRETARY'S BUREAY

I COMMENTS ON THE PROPOSED INTERMEDIATE WORK PLAN

UGI Energy Services, Inc. d/b/a UGI EnergyLink (“UGIES”)l submits these comments
in response to the Pennsylvania Public Utility Commission’s (“Commission’s”} Tentative Order
entered December 16, 2011 (“Tentative Order™) in the above-referenced proceeding. The
Tentative Order sets forth the Commission’s intermediate work plan (“TWP”) to improve the
current retail electricity market. In these comments, UGIES addresses the proposals and issues
identified in the [WP relating to the following topics: A) consumer education measures; B)
acceleration of the consumer switching timeframe; C) customer referral programs; D) a retail
opt-in auction program; and E) the presentation of the Electric Distribution Company’s

(“EDC’s™) default service or “price-to-compare” on customer bills.

D As background, UGIES is a Pennsylvania-based company and licensed natural gas supplier (“NGS”) and electric
generation supplier (“EGS™) that has provided electric generation and natural gas supply service to small, medium
and large commercial and industrial customers across the Commonwealth since the inception of retail competition in
Pennsylvania. More recently, UGIES has begun providing natural gas supply service to residential customers in
Pennsylvania in certain natural gas distribution company service territories and is contemplating expansion of its
residential marketing efforts. UGIES’ retail commodity marketing activities extend beyond Pennsylvania’s borders
into the Mid-Atlantic region and New York. As an electric supplier, UGIES sells to customers behind 19 electric
distribution companies in Pennsylvania, New Jersey, Delaware, Maryland, the District of Columbia and New York.
On the gas side, UGIES serves custemer accounts behind 33 local distribution companies in Pennsylvania, New
Jersey, Delaware, Maryland, the District of Columbia, New York, Virginia, West Virginia and North Carolina.



A. Customer Education

UGIES fully supports the proposed mailings detailed in the Tentative Order as
furtherance of the Commissiqn’s goals to enhance customer education. As part of the IWP, the
Commission also seeks to enhance the shopping experience for small business customers
(specified in the IWP as those customers with a peak demand of 25 kW or less) by allowing
such customers to obtain comparative pricing data along with other terms and conditions from
various suppliers via the PAPowerSwitch.com website. UGIES is generally supportive of the
Commission’s efforts in furthering consumer education as to retail choice, and believes that the
current combination of market forces plus the Commission’s listing of competitive suppliers that
currently offer service in the customer’s EDC service territory remains the appropriate method
for communicating the choices available to small business customers.

As the Commission is aware, suppliers compete for small business customers in a variety
of ways. For example, suppliers may offer a standard price that is offered to all similarly-
situated customers and held open for a certain period of time. Or suppliers may offer pricing
tailored specifically to the small business customer’s specific usage profile, or offer a variety of
product solutions to meet the customer’s consumption needs, including, for example, a green or
HVAC product. The PaPowerSwitch.com website is predominately about “standard price™
competition and cannot practically show all of the distinctions in price and product offerings
made available by suppliers to these customers. While UGIES 1s concemed that the
PAPowerSwitch.com website, standing alone, could provide customers with imperfect market
information and thereby could reduce these customers’ understanding of the actual choices
available to them, UGIES recognizes that customers have access to other sources of information

concerning competitive electric supply alternatives.



UGIES believes that the market today does a sufficient job educating small business
customers about the choices available to them. More specifically, EGSs have made and will
continue to make significant investments to advertise, promote and market their products and
services to these customers. As price and product offerings change, suppliers will communicate
up-to-date information to these customers in an effort to win their business. The current listing
of suppliers on the PaPowerSwitch.com serves as an important market information tool in that a
customer can confirm whether the supplier is authorized by the Commission to make an offering.
If a customer were to visit the posted prices on the website but were to see a different or
potentially stale pricing information than that received through the supplier’s marketing efforts,
or the customer does not see on the website the product offering it received through the
supplier’s marketing efforts, it could cause customer co.nfusion or suspicion as to the legitimacy
of the offer and potentially undermine customer confidence in selecting the EGS.

Accordingly, UGIES believes that the current combination of market forces plus the
Commission’s listing of competitive suppliers currently offering service in the customer’s EDC
service territory remains the appropriate method for communicating the choices available to
small business customers.

B. Acceleration of Supplier Switching Timeframes

Although UGIES did not submit comments to the Commission’s Interim Guidelines
issued on November 14, 2011 in Docket No. M-2011-2270442, UGIES supports the
Commission’s efforts to revise the current switching rules to improve the efficient transfer of

customers from default service to competitive supply service.
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C. Customer Referral Programs

In the Tentative Order, the Commission tentatively concluded that two types of customer
referral programs - the “New/Moving Customer Referral Program™ and the “Standard Offer
Program®™ — will benefit the retail electricity market. The New/Moving Customer Referral
Program would be applicable to residential and small business customers and be used for new
and moving customers as well as existing default service customers that contact utility call
centers for any non-emergency reason, at which time the call center representative would share
information about competitive alternatives to default service, including information about the
PAPowerSwitch.com website, and would utilize a “hot transfer” to promptly connect customers
from EDC call centers to an EGS of the customer’s choice to facilitate enrollment.  The
Standard Offer Program, in contrast, would be available to residential customers only. During
the customer contact the EDC call center representative would inform the customer of a standard
introductory discount offer provided by participating EGSs, potentially resulting in assignment
of the customer to an EGS of their choice or random assignment of the customer to a
participating EGS.

1. New/Moving Customer Referral Program — Residential and Small
Business Customers

As stated in its November 3, 2011 comments, UGIES supports enhancing the EDCs’
customer representatives’ interaction with customers regarding electric choice. Since the
New/Moving Customer Referral Program is intended only to share general information about
competitive alternatives to default service, including information about the PAPowerSwitch.com
website, UGIES supports the New/Moving Customer Referral Program as an appropriate
program to help increase customer knowledge about the options available to them. More

specifically, UGIES supports the applicability of the New/Moving Customer Referral Program to



residential and small business customers during non-emergency customer contacts and the use of
the “hot transfer” to facilitate switches. UGIES offers the following comments, however, with
respect to certain issues.

First, with respect to this program’s applicability to small business customers, UGIES
supports the definition proposed in the I'WP —i.¢., the smallest general service business rate class
in EDC’s tariff — but only in the context of this program.” UGIES recognizes that there may be
administrative efficiencies to be gained by utilizing this definition in this program that outweighs
potential costs or harm, if any, to the market. In other words, given that this program is intended
only to share general information about competitive alternatives to default service, including
information about the PAPowerSwitch.com website, but not to actually assign a customer to a
standard offering, UGIES does not see the harm to customers or suppliers that could result.

Next, UGIES’ support of this program depends on the referral script being drafted in such
a way that ensures that the information shared with consumers about choice and competition is
neutral and does not place the EDC in the compromising role of referring one supplier over
another or one product offering over another. Accordingly, UGIES recommends that there be
Commission oversight to ensure the non-discriminatory implementation of this program. An
administratively efficient way of doing this is to require all referral calls, upon customer’s
consent, beAsubject to a third-party verification recording (similar to how most EGSs subject
their telemarketing calls, with customers’ consent, to third-party verification recordings) and that

such recordings be made available to EGSs upon request. Also, EGSs should be given the ability

* UGIES would not support the use of this definition for “small business customer” in the context of the Standard
Offer Customer Referral Program or the Retail Opt-In Auction Program as UGIES believes that the potential harm
to the market would outweigh any potential administrative efficiency gained from its use. In the Tentative Order,
however, the Commission tentatively concluded that the Standard Offer Customer Referral Program and the Retail
Opt-in Auction should apply only to residential customers.



to file a complaint with the Commission in the event an EDC implements the program in such a
way that unfairly favors its affiliate or results in discrimination of certain suppliers.

Third, with respect to the “hot transfer,” the Commission proposes that it be used only
when the customer is prepared to exercise the option to switch. This criterion for making the
“hot transfer” is crucial, yet it is not clear in the IWP how the EDC representative will determine
when the customer is prepared to “exercise the option to switch.” It should be when the
customer voluntarily provides the specific name of the EGS, without any prompting, soliciting or
other help from the call center representative.

Finally, with respect to call center logistics and associated cost recovery, UGIES supports
the use of the EDCs’ existing call centers in the interest of controlling costs and simplifying the
administration of the referral program. The other call center approaches would likely complicate
the administrative process and potentially serve to increase costs. Furthermore, given that the
purpose of this program is to provide general information relating to choice and competition, and
that no one supplier will benefit from its participation in this program over another non-
participating supplier, the costs of administering the program should be recovered through a
Retail Markets Surcharge, collected on the EDC bill, which should be non-bypassable and
applicable to all residential and small commercial customers. How these costs will be
determined needs to be further explored to ensure that the principle of cost causation is followed
and only those costs involved with this program (which will likely involve some marginal
percentage of the time spent by existing call center employees as well as potential software
development or purchases to implement the “hot transfer”) are recovered through the Retail

Markets Surcharge.



2. Standard Offer Customer Referral Program — Residential
Customers Only

For the reasons stated in its November 3, 2011 comments, UGIES disfavors the Standard
Offer Customer Referral Program on the basis that it potentially creates new market barriers
through administrative design that could negatively impact the future of Pennsylvania’s electric
retail market.’ Notwithstanding the foregoing, UGIES fully supports the Commission’s tentative
conclusion that the Standard Offer Customer Referral Program should be applicable to
residential customers only, and not to small business customers. Generation rate caps have only
recently expired in the major EDC service territories in 2009 and 2010, and yet Pennsylvania’s
retail electricity market is steadily maturing as measured by a growing number of customers
shopping, the increased number of EGSs actively marketing to consumers and the expanding
variety of innovative and value-added product offerings being made available to consumers. As
the Commission recognized in the Tentative Order, shopping statistics demonstrate that shopping
levels among residential customers are substantially less than those for commercial customers’
_and, as a result, commercial customers do not require the same type of market enhancements as
residential customers.

Despite the fact that UGIES generally disfavors this type of customer referral program, it

offers the following comments with respect to certain issues. First, UGIES is concerned that

3 Under this proposal, the EDCs will effectively be stepping into the shoes of EGSs to market choice and products
on their behalf. As stated in the November 3, 2011 comments, UGIES believes an EDC should not encourage one
type of product offering (i.e., a standard price discount from the PTC) over another or one EGS (i.e., even if that
EGS is picked through random assignment) over another, but should be in the neutral role of providing information
regarding choice so the customer can make the best decision according to the customer’s needs or desires. [t seems
that placing the EDC in this role could serve to complicate what should be a simple message of choice, as customers
who participate in this referral program may come to the wrong belief that their decision to switch from their local
utility is a safe or beneficial one only when the EDC refers the product offering or supplier. It is not entirely clear
how one can simply “script around” this perception.

* See e.g., the Commission’s “*Weekly PAPowerSwitch Update, Customers Switching to an Electric Generation
Supplier, dated January 11, 20127 showing that 61.9% of commercial load is shopping while.only 26.8% of
residential load is shopping.



many of the details of this program require further discussion and consideration before such a
program is implemented. Specifically, the issue of how the random assignment will be
implemented has not been sufficiently discussed to make sure the rules are clearly spelled out for
all involved. The “random assignment” should be structured and implemented in such a way to
ensure fair treatment of all participating suppliers. Additionally, similar to its proposal for the
New/Moving Customer Referral Program, UGIES recommends that there be Commission
oversight to ensure the non-discriminatory implementation of this program. One way of doing
this is to require all referral calls, upon customer’s consent, be subject to a third-party
verification recording (similar to how most EGSs subject their telemarketing cails, with
customers’ consent, to third-party verification recordings) and that such recordings be made
available to EGSs upon request. Also, EGSs should be given the ability to file a complaint with
the Commission in the event an EDC implements the program in such a way that unfairly favors
its affiliate or results in discrimination of certain suppliers.

Next, with respect to call center logistics and associated cost recovery, UGIES again
supports the use of the EDCs’ existing call centers in the interest of controlling costs and
simplifying the administration of the referral program. However, unlike the New/Moving
Customer Referral Program, which provides consumers with information on the availability of
competitive alternatives generalily, UGIES believes that the costs of administering this program
should be recovered from those suppliers that participate in the program and directly benefit
from customer referrals. By participating in this program, an EGS is effectively expanding or
perhaps supplanting certain marketing efforts. If all customers or if non-participating sﬁppliers
had to pay for such a program, it raises the question of how this will impact existing and future

investments made by non-participating EGSs to advertise, promote and market their products



and services to these customer classes. Marketers that have already invested in marketing
resources and programs will be disadvantaged by this proposal as it will attract new entrants that
can shortcut the customer acquisition process with this new set of rules.  As noted in the
November 3, 2011 comments, UGIES believes the standard offer structure has the potential of
narrowing the pool of participating suppliers to the already dominating players.> Non-
participating EGSs and customers in general should not have to bear the cost burdens of these
“winners” under these new administrative rules.

Finally, UGIES would note that customers should only be eligible to participate in the
Standard Offer Program on a “one-time” basis as the intent of this program is to introduce
customers to shopping, not to provide them with a method for obtaining on-going percent-off
discounts.

D. Retail Opt-In Auctions — Residential Customers Only

In its November 3, 2011 comments, UGIES asserted that the implementation of a retail
opt-in auction may be premature at this time and cautioned the use of an administrative method
to pick winners and losers in the market, instead of allowing the market to do that itself.®

Nevertheless, given the Commission’s desire to move forward with retail opt-in auctions, UGIES

> UGIES finds concemning the idea that the introductory offers will be administratively-determined and standardized
with no adjustment to reflect current market conditions. 1f the standard offer is set at x% off the price to compare,
for example, it is very possible that many EGSs could drop out of the program if they are not be able to match the
standard offer under existing market conditions. The only EGSs left competing for these customers in the referral
program will likely be the already dominating players. The resulting effect is that the retail opt-in auction would
serve as an administrative method for picking winners and losers in this market segment, which over time could
have the consequence of narrowing the pool of competing suppliers and thus reducing the benefits of competition to
consumers.

Customers are still adjusting o the complexities of the electric marketplace and that the introduction of
administrative solutions to bolster choice may interfere with the natural progression of shopping over the long run.
An opt-in program may simply result in the same “status-quo” bias currently seen in EDC provided default service
plans, as customers may simply stick to the EGS to which they were assigned. Standardizing product offerings runs
the risk of making consumers believe that choice is based on price competition alone, which is not the case. Further,
implementing an EDC-run auction may lead customers to an incorrect understanding that their decision to switch to
an EGS is only safe when handled as part of an EDC administered program. Given these reasons, retail opt-in
auctions may serve to pick winners and losers in the market, instead of allowing the market to do that itself.



believes that the Commission has appropriately limited customer eligibility to residential
customers and should not expand the applicability to any other customer classes. With respect to
customer eligibility, UGIS fully supports the Commission’s tentative conclusion that the retail
opt-in auctions should apply to residential customers only. As noted, Pennsylvania’s retail
electricity market is steadily maturing as measured by a growing number of customers shopping,
the increased number of EGSs actively marketing to consumers and the expanding variety of
innovative and value-added product offerings being made available to consumers. As the
Commission recognized in the Tentative Order, shopping statistics demonstrate that shopping
levels among residential customers are substantially less than those for commercial customers,’
and, as a result, commercial customers do not require the same type of market enhancements as
residential customers.

Despite tentatively concluding that retail opt-in auctions should apply only to residential
customers, the Commission did ask those stakeholders proposing the inclusion of small
commercial and industrial customers in the auction to propose a definition for “small business
customer™ and explain the process that an EDC could use to identify eligible small commercial
accounts, especially on a statewide basis. While UGIES does not believe it is appropriate, for
the reasons stated above, for the retail opt-in auction to apply to any customer class other than
residential customers, if the Commission were to re-consider its tentative conclusion, UG'IES
believes that the appropriate definition of “small commercial” customer to be applied statewide
is the Commission’s definition of “small business customer™ at 52 Pa. Code §54.2, which
provides as follows:

a person, sole proprietorship, partnership, corporation, association or other
business entity that receives electric service under a small commercial, small

7 See supra note 4.
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industrial or small business rate classification, and whose maximum registered
peak load was less than 25 kW within the last 12 months.®

This definition has long been recognized by the Commission. Even the Commission’s default
service regulations at 52 Pa. Code § 54.187 create three classes of customers, the smallest of
which is those with a maximum registered peak load up to 25 kw.?

Nothing presented to date in the record of this proceeding demonstrates a substantive
policy reason for reclassifying the small business customer for the purpose of implementing the
market enhancements. Indeed, the initial comments submitted by many of the participants in this
Investigation proceeding were careful to define small business customers as 25 kW and below
_when identifying and discussing issues related to this customer class.

During one of the RMI subgroup meetings in the fall 2011, Duquesne Light Company
(“Duquesne Light™) explained that it employs a simple process to identify small commercial
customers (< 25 kW or below) by annually reviewing the maximum registered peak load for
these customers in the prior 12 months. If the Commission were to re-consider its tentative
conclusion to limit customer eligibility to residential only, UGIES urges the Commission to
require the EDCs to adopt the method employed by Duquesne Light as a “best practice” to
ensure that, for the reasons stated above, the retail opt-in auction is applied only to residential
customers and small business customers up to 25 kW.

During some of the RMI calls, a few parties proposed, for the sake of administrative ease,
to define the “small commercial™ customer based on the general business rate schedules found in
the EDC’s tariff. The apparent reason for structuring customer eligibility this way was to
facilitate administrative ease for EDCs in implementing the retail opt-in auctions since some of

the EDCs’ rate schedules span various levels of C&! maximum registered peak loads. Certainly

%52 Pa. Code §54.2.
? See 52 Pa. Code § 34.187.
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many EDCs’ tariffs rate schedules include varying sizes of customers, potentially up to 500 kW,
depending on the EDC service territory. UGIES believes that defining the “small commercial”™
customer by using EDC tariff rate schedules (even by using the “smallest general service
business rate class™ in the EDC’s tariff), would be over-inclusive and would result in non-
uniform standards for customer eligibility. This change ts not justified by the record developed
to date. In fact, it has been widely recognized by commenters and the Commission alike in this
proceeding to date that shopping is already robust among large- and medium-sized C&I
customers. Including customers above 25 kW has the potential to discriminate against EGSs
who are serving or plan to serve this customer class in Pennsylvania and could have the potential
to minimize the pool of eligible EGSs that compete for these customers business. The potential
harm to the market would not outweigh the administrative efficiency of adopting such a
definition. At this juncture, considering the amount of time and energy that the Commission, its
staff and all of the parties are expending to minimize administrative barriers to competition and
choice, it hardly makes sense to permit administrative convenience to determine customer
eligibility, especially when it can produce the unintended consequence of narrowing the pool of
EGSs that compete for these customers’ business.

Finally, UGIES believes that the costs of administering this program should be recovered
from those suppliers that participate in the program. By participating in the retail opt-in auction,
an EGS is effectively expanding or perhaps replacing certain marketing efforts. If all customers
or if non-participating suppliers had to pay for such a program, it raises the question of how this
will impact existing and future investments made by non-participating EGSs to advertise,
promote and market their products and services to these customer classes. Marketers that have

already invested in marketing resources and programs will be disadvantaged by this proposal as
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it will aftract new entrants that can short cut the customer acquisition process with this new set of
rules. Furthermore, the standardized product offering has the potential of narrowing the pool of
participating suppliers to the already dominating players. Non-participating EGSs and customers
in general should not have to bear the cost burdens of these “winners” under these new
administrative rules.
E. Presentation of Default Service Price to Compare (“PTC”) on Customer Bills
The Commission proposes that the EDCs be required to place their current Price to
Compare (“PTC”) on customer bills, including a statement of when the PTC will be in effect and
a statement that the PTC is subject to change and with what frequency. Finally, bill space
permitting, the EDCs must also include a reference to the PAPowerSwitch.com website. UGIES
also believes that if the PTC is an average for the custoemer’s rate class and not customer specific,

this should be noted on the customer bill.

The Commission provides an example of how the utilities could present the PTC
information on a customer bill. The proposed language states that the PTC “can” change
quarterly. UGIES recommends that the language be modified to state that the PTC “will* change
quarterly, as follows:

Your Price To Compare for your rate class is X. XXX per kWh through
_ I/ . This eaawill change quarterly. For more information and supplier

offers visit www.PAPowerSwitch.com. (changes indicated in boid and

strikethrough).
This more accurately reflects the fact that the utility PTC is not a fixed rate and should not be

expected to stay the same over time.
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Additionally, UGIES asserts that the name PTC incorrectly suggests that it is the only basis
for comparison that a shopping customer can utilize. Therefore, UGIES suggests changing the
term on customers’ bills from the “Price to Compare” to the EDC’s “Default Service Rate.”

IL. CONCLUSION

UGIES commends the Commission for undertaking the initiative through this proceeding
to examine the structure of Pennsylvania’s retail electricity market and to explore ways to
enhance competition and customer choice so that consumers in this Commonwealth may
continue to realize the benefits of competitive retail markets. UGIES appreciates the opportunity

to submit these comments for the Commission’s review and consideration.

Respectfully submitted,

T AR

Melanie J. Elatieh (Attorney ID No. 209323}
UGI Corporation
RECE\V ED 460 North Gulph Road

King of Prussia, PA 19406

JAN LT 20U Tel: 610-992-3750
1SSION Fax: 610-992-3258
PA PUgéé%gA%g%%ﬂ?w E-mail: elatichm/{@ugicorp.com

Counsel for UGI Energy Services, Inc.

Dated: January 17, 2012
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