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P R O C E E D I N G S 

CHAIRMAN PRESTON: Good m o r n i n g . The 

h o u r o f 9:30 h a v i n g come and gone by, I ' d l i k e t o 

be a b l e t o c a l l t h e m e e t i n g t o g e t h e r f o r t h e 

Consumer A f f a i r s C o m m i t t e e . We're h e r e i n t h e 

t h r i v i ng m e t r o p o l i s B e t h l e h a m -- B e t h l e h e m , and f o r 

t h e p u r p o s e o f t h e h e a r i ng a s we d e a l w i t h t h e 

m u n i c i p a l a g g r e g a t i o n i s s u e . 

I ' d l i ke t o s t a r t t o my r i g h t , t o t h e 

a u d i e n c e ' s l e f t , and have t h e members i n t r o d u c e 

t h e m s e l v e s and t h e c o u n t i e s t h e y r e p r e s e n t . 

R E P . BEYER: Good m o r n i n g . R e p . K a r e n 

B e y e r , L e h i g h , N o r t h a m p t o n C o u n t i e s . 

R E P . GODS HALL: Bob G o d s h a l l , 

Montgomery C o u n t y . And I do owe a v o t e o f t h a n k s 

t o R a l ph C a r p , y o u r p a r k s and p u b l i c p r o p e r t y 

d i r e c t o r f o r B e t h l ehem, who l e d me i n h e r e when he 

f o u n d me o u t on t h e h i g h w a y . 

R E P . BRENNAN: Good m o r n i n g . R e p . J o e 

B r e n n a n , 1 33 D i s t r i c t , L e h i gh, N o r t h a m p t o n C o u n t y . 

I' d l i ke t o t h a n k C h a i r m a n P r e s t o n f o r 

h o l d i n g t h i s h e a r i ng t o d a y i n a l m o s t my d i s t r i c t . 

We a r e i n R e p . Samuel s o n ' s d i s t r i c t . And I ' d l i ke 

t o t h a n k Bob Do n c h e z , p r e s i d e n t o f c i t y c o u n c i l , 



and t h e mayor o f B e t h l e h e m , J o h n C a l l a h a n , f o r 

a l l o wi ng u s t h i s b e a u t i f u l v e n u e . 

RE P . E L L I S: Good m o r n i n g . I'm B r i a n 

E l l i s . I r e p r e s e n t t h e 1 1 t h D i s t r i c t i n B u t l e r 

C o u n t y . 

RE P . S TEVENS ON: Good m o r n i n g . R e p . 

D i c k S t e v e n s o n , t h e 8 t h D i s t r i c t , M e r c e r and B u t l e r 

C o u n t i e s . 

CHAIRMAN PRESTON: T h i s , i n a s e n s e , i s 

t h e s e c o n d h e a r i n g t h a t we've had c o n c e r n i ng t h e 

b i l l , m u n i c i p a l a g g r e g a t i o n . L a s t week we were i n 

t h e C a m b r i a C o u n t y a r e a . And t h i s i s a c o n c e p t 

of -- I ' v e t r i e d t o b r o a c h . We've s a t down, we've 

had m e e t i ngs w i t h l o c a l e l e c t e d o f f i c i a l s , one on 

one, w i t h o u t i n d u s t r y p r e s e n t , h a v i n g -- g o i n g o v e r 

t h e d e f i n i t i ons and n o m e n c l a t u r e and d e a l i ng w i t h 

t h e m u n i c i p a l a g g r e g a t i o n w i t h b u s i n e s s . 

We've a l s o s a t down o v e r t h e l a s t 

c o u p l e o f y e a r s , l a s t y e a r and a h a l f , a l m o s t two 

y e a r s , o f g o i n g down a l m o s t e v e r y s o u r c e o f e n e r g y 

manners t h a t we h a v e . I t h i n k t h a t t h i s i s a way 

t o be a b l e t o h e l p t h e b i g guy and t h e l i t t l e 

p e r s o n on e q u a l g r o u n d . 

One o f t h e c o n c e p t s t h a t was b r o u g h t t o 

me, and I ' d l i k e t o be a b l e t o s a y t h i s , as I s a i d 



a t t h e h e a r i ng we had y e s t e r d a y , t h i s i s n o t an 

i d e a o f J o e P r e s t o n . T h i s i s an i d e a by a g r o u p o f 

o t h e r p e o p l e , and as I a l s o s a i d y e s t e r d a y , i f you 

h e a r a p o l i t i c i an s a y t h i s was t h e i r i d e a , r u n f r o m 

them b e c a u s e t h e y ' r e l y i n g . We a r e t o o b u s y , and 

t h e i d e a s s h o u l d come f r o m i n d i v i d u a l s , p e o p l e, and 

as e n t i t i e s , p e o p l e p u t f o r t h t h e i r i d e a s so t h a t 

we can h a v e an h o n e s t , r o b u s t d i s cus s i o n . I ' d l i k e 

t o be a b l e t o k e e p i t t h a t w a y . 

M r . C h a i r m a n , do you h a v e any 

comments? 

REPRES ENTATI VE GODSHALL: No comments. 

Thank y o u . 

CHAIRMAN PRESTON: The f i r s t p e r s on t o 

p r e s e n t i s R i c h a r d Hudson, d i r e c t o r o f r e g u l a t o r y 

and l e g i s l a t i v e a f f a i r s , C o n E d i s o n S o l u t i o n s . 

MR. HUDSON: Good m o r n i n g . I s t h i s 

on? 

Thanks . Good m o r n i n g . My name i s 

R i c h i e H u d s o n . I'm t h e d i r e c t o r o f r e g u l a t o r y and 

l e g i s l a t i ve a f f a i r s f o r C o n E d i son S o l u t i o n s . 

F i r s t , a l i t t l e b i t a b o u t my company. 

ConEd S o l u t i ons i s a c o m p e t i t i ve r e t a i l e l e c t r i c i t y 

p r o v i d e r s e r v i n g a l l t y p e s o f cus t o m e r s -¬

r e s i d e n t i a l cus t o m e r s , s mal l b u s i nes s c u s t o m e r s , 



and l a r g e b u s i n e s s , and i n s t i t u t i o n a l c u s t o m e r s -¬

i n s t a t e s l i ke PA t h a t h a v e e n a c t e d r e t a i l c h o i c e . 

We o p e r a t e i n t w e l ve o t h e r s t a t e s and 

t h e D i s t r i c t o f C o l u m b i a . We've had a v e r y 

s u c c e s s f u l m a r k e t e n t r y h e r e i n PA i n t h e PPL 

s e r v i c e t e r r i t o r y , and w e ' r e s e r v i n g s e v e r a l 

t h o u s a n d r e s i d e n t i a l c u s t o m e r s i n P P L . 

We're a l s o a w e l l d i v e r s i f i ed e n e r g y 

company. We h a v e a v i b r a n t e n e r g y e f f i c i e n c y 

p e r f o r m a n c e c o n t r a c t i ng u n i t , and we're a l so 

h e a v i l y i n v o l v e d i n g r e e n and r e n e w a b l e e n e r g y , 

p a r t i c u l a r l y w i t h t h e f o c u s on s o l a r e n e r g y 

i n v e s t m e n t . 

I a l s o h a v e a r o l e w i t h our t r a d e 

a s s o c i a t i on, known as RESA, w h i c h i s t h e R e t a i l 

E n e r g y S u p p l y A s s o c i a t i o n , w h i ch i s a b r o a d and 

d i v e r s e g r o u p o f c o m p e t i t i v e p r o v i d e r s s i m i l a r t o 

C o n E d i son S o l u t i o n s . 

J u s t t o be c l e a r , my t e s t i m o n y t o d a y i s 

on b e h a l f o f ConEd S o l u t i o n s , b u t I h a v e been 

a u t h o r i z e d by RESA t o s t a t e t h a t t h e t r a d e 

a s s o c i a t i on s h a r e s many of t h e s e n t i ments and 

c o n c e r n s t h a t I ' l l be d i s c u s s i ng t o d a y a b o u t House 

B i l l 2 619 . 

In my p r e v i o u s t e s t i m o n y on t h i s i s s ue 



e a r l i e r t h i s y e a r and l a s t week, I ' v e made c l e a r 

t h a t my company s u p p o r t s o p t - o u t m u n i c i p a l 

a g g r e g a t i on i n c o n c e p t as a way t o p r o m o t e t h e 

d e v e l o p m e n t of t h e r e t a i l m a r k e t h e r e i n PA and 

o v e rcome t h e s t a t u s quo b i a s t h a t c u r r e n t l y e x i s t s 

i n f a v o r o f u t i l i t y - p r o v i d e d d e f a u l t s e r v i c e . 

H owever, t o d a y I want t o f o c u s my 

r e m a r k s on one m a j o r c o n c e r n t h a t we h a v e w i t h 

House B i l l 2619 as i t i s c u r r e n t l y d r a f t e d . U nder 

o p t - o u t a g g r e g a t i o n , as you know, c i t y o f f i c i a l s 

w o u l d n e g o t i a t e a c o n t r a c t w i t h an e l e c t r i c i t y 

p r o v i d e r and t h e c i t y ' s r e s i d e n t s , and u n d e r t h i s 

b i l l , s m a l l bus i n e s s e s w o u l d be a u t o m a t i c a l l y 

e n r o l l ed w i t h t h a t s u p p l i e r , u n d e r t h e t e r m s and 

c o n d i t i o n s n e g o t i a t e d by c i t y o f f i c i a l s . 

Cus t o m e r s w o u l d be p r o v i ded w i t h t h e 

t e r m s and c o n d i t i o n s and t h e y w o u l d be g i v e n a 

w r i t t e n n o t i c e , s u c h as t h i r t y d a y s w i t h a p e r i o d 

o f t i m e t o c a l l o r s e n d i n a p o s t c a r d t o o p t - o u t of 

b e i ng e n r o l l ed i n t h e o p t - o u t a g g r e g a t i on p r o g r a m . 

However, u n d e r t h i s b i l l , i f a c u s t o m e r 

f a i l s t o r e s p o n d i n t h a t t i me l i n e , t h i r t y d a y s , 

t h e s u p p l i e r i s a l l o w e d t o l o c k t h e cus t omer i n t o a 

c o n t r a c t t h a t he o r s he n e v e r a f f i r m a t i v e l y a g r e e d 

t o , and I t h i n k t h a t ' s i m p o r t a n t p o i n t . The 



cus tomer c o u l d be l o c k e d i n t o t h i s c o n t r a c t f o r an 

i n d e f i n i t e p e r i od o f t i m e , and t h e s u p p l i e r w o u l d 

be p e r m i t t e d t o impos e e a r l y t e r m i n a t i o n f e e s and 

o t h e r o w n e r - s w i t c h i n g r e s t r i c t i o n on t h e c u s t o m e r 

i f t h e y s h o u l d d e c i d e a t a l a t e r p o i n t i n t i m e t o 

t a k e s e r v i c e f r o m a n o t h e r c o m p e t i t i v e p r o v i d e r . 

We b e l i e v e i t ' s f u n d a m e n t a l l y 

i n a p p r o p r i a t e t o l ock c u s t o mers i n t o a c o n t r a c t 

w i t h o n e r o u s s w i t c h i n g f e e s and o t h e r t y p e s o f 

p e n a l t i e s when t h e y n e v e r a f f i r m a t i v e l y a g r e e d t o 

t h a t c o n t r a c t i n t h e f i r s t p l a c e . And we w o u l d 

u r g e t h i s commi t t e e t o a d o p t t h e a m e n d a t o r y 

l a n g u a g e t h a t w e ' r e p u t t i n g f o r w a r d t h a t w o u l d 

s p e c i f y t h a t any o p t - o u t a g g r a v a t i o n p r o g r a m w o u l d 

n o t p e r m i t a s u p p l i e r t o impos e t h e t y p e s o f 

s w i t c h i n g f e e s and o t h e r t y p e s o f r e s t r i c t i o n s . 

I ' d l i ke t o g i v e you an a n e c d o t e . 

C o n s i d e r t h i s f o l l o wi ng s c e n a r i o : A c u s t o m e r 

d e c i d e s t h e y want t o e n r o l l w i t h a c e l l phone 

s e r v i c e p r o v i d e r . They d e c i d e t h e y want t o e n r o l l 

w i t h V e r i z o n , and t h e y d o n ' t want t o be s u b j e c t t o 

a c o n t r a c t , so t h e y p a y f o r t h e i r phone o u t o f 

p o c k e t . And t h e n s i x months l a t e r t h e y see a g r e a t 

a d v e r t i s e m e n t f r o m T - M o b i l e f o r t h e brand - n e w 

i P h o n e and f o r a c o n t r a c t t h a t w o u l d a l l o w them t o 



s a v e a b o u t 2 0 p e r c e n t o f f o f t h e i r c e l l phone 

s e r v i c e . So t h e y c a l l t h e T-Mobi l e and s a y , S i g n 

me u p . B u t t h e T - M o b i l e r e p r e s e n t a t i v e t e l l s them, 

I'm s o r r y b u t we c a n ' t e n r o l l you b e c a u s e y o u ' r e 

l o c k e d i n t o a c o n t r a c t w i t h V e r i z o n , and you c o u l d 

be s u b j e c t t o a s i g n i f i c a n t f e e s i f you were t o 

s w i t c h w i t h us a t t h i s t i m e . 

So, c o n f u s e d , you c a l l V e r i z o n and t r y 

t o f i n d o u t w h a t ' s g o i n g on, and t h e V e r i z o n 

r e p r e s e n t a t i ve t e l l s you t h a t you were s e n t a 

n o t i c e i n y o u r b i l l a b o u t two months ago t h a t t o l d 

you a b o u t t h e t e r m s and c o n d i t i o n s o f an o p t - o u t 

c e l l phone a g g r e g a t i o n p r o g r a m and you were l o c k e d 

i n t o a c o n t r a c t w i t h V e r i z o n f o r t h r e e y e a r s 

b e c a u s e you f a i l e d t o r e s p o n d w i t h i n t h e s p e c i f i ed 

t i m e p e r i o d . 

Of c o u r s e , y o u ' r e f r e e t o s w i t c h and go 

t o T-Mobi l e i f y o u ' r e w i l l i ng t o pay V e r i z o n a 

h u n d r e d f i f t y d o l l a r f e e . Of c o u r s e y o u ' r e g o i n g 

t o be o u t r a g e d , and t h a t ' s e x a c t l y what c a n h a p p e n 

u n d e r t h i s b i l l w i t h o u t t h e a m e n d a t o r y l a n g u a g e 

t h a t we a r e r e c o m m e n d i n g . 

The 19 96 E l e c t r i c C h o i c e and 

C o m p e t i t i on A c t was d e s i gned, as i t s name i m p l i e s , 

t o empower c u s t o m e r s o f c h o i c e . And y o u ' l l h e a r 



f r o m o t h e r s t o d a y t h a t t h i s b i l l w i l l n o t harm 

cus t o m e r s and t h a t i t w i l l , i n f a c t , e n h a n c e 

c o m p e t i t i o n . B u t make no m i s t a k e , as c u r r e n t l y 

d r a f t e d , t h i s b i l l r o b s cus t o m e r s of c h o i c e s t h a t 

t h e y h a v e t o d a y and i t w i l l s t i f l e c o m p e t i t i o n by 

a l l o wi ng one or two domi n a n t s u p p l i e r s t o l o c k 

c us t o m e r s i n t o a c o n t r a c t u n d e r t h i s t y p e o f 

m u n i c i p a l a g g r e g a t i o n p r o g r a m . 

I f t h i s d o e s i n d e e d h a p p e n , t h e s e 

s u p p l i e r s w i l l n o t e n t e r t h e m a r k e t b e c a u s e a l l o f 

t h e c u s t o m e r s a r e g o i ng t o be c a p t i v e u n d e r t h e 

a g g r e g a t i on p r o g r a m . 

PA c u r r e n t l y h a s t h e b e g i n n i n g s o f a 

v i b r a n t c o m p e t i t i v e m a r k e t . T h e r e a r e t w e l v e 

s u p p l i e r s c o m p e t i n g f o r s e r v i c e i n t h e P P L s e r v i ce 

t e r r i t o r y t o d a y , and t h e q u e s t i o n t o as k y o u r s e l f 

i s w h e t h e r you want t h i s t y p e o f v i b r a n t 

c o m p e t i t i on a l l a c r o s s PA o r w h e t h e r you want 

e f f e c t i v e l y an u n r e g u l a t e d m o n o p o l y p r o v i d i n g 

s e r v i c e . 

F i n a l l y , I ' d l i k e t o s a y t h a t i t i s n o t 

n e c e s s a r y t o l o c k cus t o m e r s i n t o t h i s t y p e o f 

c o n t r a c t w i t h t h e s e t y p e s o f f e e s and s w i t c h i ng 

r e s t r i c t i ons i n o r d e r t o h a v e a s u c c e s s f u l 

a g g r e g a t i on p r o g r a m . The v a l u e o f o p t - o u t 



a g g r e g a t i on comes f r o m t h e i n i t i a l e c o n o m i es o f 

s c a l e and s c o p e t h a t a r e p r e s e n t when you e n r o l l a 

l a r g e g r o u p o f cus t o m e r s a l l a t once and c a n a v o i d 

t h e m a r k e t i n g and o t h e r cus tomer a c q u i s i t i on c o s t s 

i n v o l v e d w i t h p i c k i n g up c u s t o m e r s one by o n e . 

You c a n a c h i eve t h e s e b e n e f i t s u n d e r an 

o p t - o u t a g g r e g a t i o n p r o g r a m t h a t p r e s e r v e s t h e 

t y p e s o f c h o i c e s and o p t i o n s c u s t o m e r s h a v e t o d a y , 

a n d , i n f a c t , C o n E d i s on S o l u t i ons , t h e company t h a t 

I r e p r e s e n t , i s a s u p p l i e r t o j u s t s u c h a p r o g r a m 

i n Mas s a c h u s e t t s c a l l ed t h e Cape L i g h t C o m p a c t , and 

u n d e r t h i s p r o g r a m , a g r o u p o f a b o u t a h u n d r e d 

s i x t y t h o u s a n d cus t o m e r s h a v e s e e n m i l l i o n s o f 

d o l l a r s i n s a v i ngs s i n ce we b e g a n s e r v i ng t h e 

p r o g r a m i n 2005, and we've been a b l e t o p r o v i d e 

v e r y c o m p e t i t i v e p r i c i n g and s i g n i f i c a n t b e n e f i t s 

t o c u s t o m e r s w i t h o u t h a v i n g t o r e s o r t t o t h e t y p e s 

o f o n e r o u s s w i t c h i ng f e e s and o t h e r r e s t r i c t i ons 

t h a t I ' v e d i s c u s s e d . 

So, i n sum, I ' d l i k e t o t h a n k you f o r 

t h e o p p o r t u n i t y t o be h e r e t o d a y , and I'm v e r y 

h a p p y t o ans wer any o f y o u r q u e s t i o n s . 

CHAIRMAN PRESTON: Q u e s t i o n s ? 

R e p r e s e n t a t i ve E l l i s . 

R E P . E L L I S: Thank you v e r y much 



M r . C h a i r man. 

Thank y o u , R i c h i e , f o r c o m i ng t o d a y . 

J u s t r e a l q u i c k , you b r o u g h t up t h e -¬

y o u r c o n c e r n w i t h t h e a g g r e g a t i o n p r i o r b e i n g a b l e 

t o l o c k c u s t o m e r s i n and impos e e x i t and 

t e r m i n a t i on f e e s . What w o u l d you s u g g e s t as an 

a l t e r n a t i ve t o t h a t ? 

MR. HUDSON: What I am s u g g e s t i n g i s 

t h a t t h e o p t - o u t muni c i p a l a g g r e g a t i on p r o g r a m be 

s t r u c t u r e d j u s t as u t i l i t y d e f a u l t s e r v i c e i s 

t o d a y . S o, t o d a y , i f y o u ' r e a PPL c u s t o m e r , PPL 

w i l l go o u t and p r o c u r e e n e r g y on y o u r b e h a l f u n d e r 

w h a t ' s known as d e f a u l t s e r v i c e , u n d e r a 

p r o c u r e m e n t p l a n t h a t ' s r e g u l a t e d by t h e P u b l i c 

U t i l i t y Commiss i o n , and y o u ' r e f r e e t o l e a v e t h a t 

d e f a u l t s e r v i c e w i t h o u t r e s t r i c t i on or p e n a l t y . 

So I'm p r o p o s i n g l anguage w h i c h i s 

a t t a c h e d t o my t e s t i m o n y t h a t w o u l d c l a r i f y t h a t 

u n d e r an o p t - o u t a g g r e g a t i o n p r o g r a m , t h e p r o v i d e r 

w o u l d n o t be a b l e t o i m p o s e s w i t c h i n g f e e s or o t h e r 

REP. E L L I S : Okay. Thank y o u . 

CHAIRMAN PRESTON: You m e n t i o n e d t h e 

town i n Mass a c h u s e t t s . I t a k e i t t h e y do n o t 

c h a r g e a o p t - o u t f e e ; c o r r e c t ? 



MR. HUDSON: T h a t i s c o r r e c t . We a r e 

t h e s u p p l i e r t o t h a t p r o g r a m i n Cape L i g h t , and we 

do n o t impos e any t y p e o f r e s t r i c t i o n s on 

cus t o m e r s . 

CHAIRMAN PRESTON: I s t h a t by l a w or i s 

i t by c h o i c e ? 

MR. HUDSON: As we were a b l e t o 

r e s e a r c h i n a l i t t l e b i t o f an e x p e d i t i ous manner 

t h i s m o r n i n g , t h e l a w i n M a s s a c h u s e t t s , as I 

u n d e r s t a n d i t , and I'm n o t an a t t o r n e y , h a s a 

s i x - m o n t h p e r i o d i n w h i c h c u s t o m e r s , a f t e r t h e 

a g g r e g a t i on p r o g r a m i s p u t i n p l a c e , c u s t o m e r s , 

w i t h i n one h u n d r e d and e i g h t d a y s a f t e r t h e p r o g r a m 

s t a r t s , a r e a b l e t o s w i t c h w i t h o u t p e n a l t y . 

CHAIRMAN PRESTON: So i f you w a n t e d t o , 

you c o u l d c h a r g e i n an o p t - o u t f e e . 

MR. HUDSON: O n l y a f t e r s i x m o n t h s . 

CHAIRMAN PRESTON: I f you w a n t e d t o . 

MR. HUDSON: Y e s , b u t o n l y a f t e r s i x 

months . 

CHAIRMAN PRESTON: Now, you know, I 

went t h r o u g h a l o t o f t h i n g s when we -- as we had 

c o n v e r s a t i o n b r i e f l y y e s t e r d a y , b u t i n t h e l a s t 

f i v e o r s i x y e a r s , p e o p l e i n t h i s a r e a t h o u g h t 

c o m p e t i t i on w o u l d n o t h a p p e n . And I w a t c h e d 



c o m p a n i e s , you know, come i n, and I e v e n t a l k e d 

a b o u t members, t h e r e ' s g o i n g t o be c o m p e t i t i o n . 

I t ' s n o t g o i ng t o h a p p e n . 

And i n t h e c e n t r a l p a r t o f H a r r i s b u r g 

y e s t e r d a y , I know t h e r e a r e e l e v e n p e o p l e 

c o m p e t i n g , and I t h i n k , r o u g h l y, weak e s t i mate, 50 

p e r c e n t o f them do n o t c h a r g e a f e e f o r 

c a n c e l l a t i o n . 

One o f t h e t h i n g s t h a t i s d i f f e r e n t i n 

y o u r manner t h a t you gave f o r t h e e x a m p l e was a 

t e l e c o m m u n i c a t i ons company. The i s s ue i n t h i s b i l l 

i s t h a t t h e p e o p l e thems e l v e s c h o s e an e l e c t t h e 

s p o k e s p e r s o n s who a r e g o i n g t o n e g o t i a t e and h a v e a 

o r d i n a n c e , and mos t t i m e s an o r d i n a n c e has t o be 

p u b l i c l y n o t i c e d , where t h e p e o p l e h a v e a c h o i c e 

e v e n t o s ay t o t h e i r b o r o u g h c o u n c i l p e o p l e o r 

t o w n s h i p commis s i o n e r s o r s u p e r v i s o r s , no, we d o n ' t 

want you t o do t h i s . 

T h a t ' s what t h e y e l e c t p e o p l e t o be 

a b l e t o s omewhat make t h a t d e c i s i on f o r them, w h i c h 

i s d i f f e r e n t t h a n t h e p r i v a t e s e c t o r s . I c a n ' t 

t e l l y o u r CEO, I c a n ' t t e l l V e r i z o n ' s CEO, I c a n ' t 

t e l l t h e company i n AT&T, w h a t e v e r , I c a n ' t t e l l 

them, b u t I had a c h o i c e o f any e l e c t e d , as a 

c i t i z e n f o r t h e p e o p l e t h a t I c h o s e t o be a b l e t o 



h a v e a v o i c e t h a t be a b l e t o r e p r e s e n t u s . And 

t h a t ' s p a r t o f what t h e d e a l i s i n t h i s . 

And t h e n t h e PUC c h e c k s and m o n i t o r s 

t h e a g r e e m e n t b e t w e e n t h e p r o v i d e r and t h e towns h i p 

or b o r o u g h o r c i t y t h a t n e g o t i a t e s t h i s c o n t r a c t , 

and t h a t ' s a l i t t l e b i t d i f f e r e n t . I'm n o t s a y i ng 

t h a t -- what y o u ' r e a s k i ng me -- a s k i n g i n a s e n s e 

i s t h a t we want t o t e l l a c ompany t h a t you c a n ' t do 

t h i s, and s o , t h e r e f o r e , t h e company t h a t may want 

t o c h o o s e a f e e as c o m p ared t o -- l i ke i n 

H a r r i s b u r g t h e r e a r e some t h a t c h o o s e a f e e v e r s us 

t h e company t h a t d o e s n ' t c h o o s e a f e e t o o p t o u t . 

Now I u n d e r s t a n d you s a y you j u s t want p e o p l e t o 

j u s t o p t o u t any t i m e . I'm l o o k i ng a t t h a t . 

B u t I j u s t w a n t e d t o r a i se t h a t i s s u e 

t o you and t o t h e members, some o f t h e t h i ngs t h a t 

we're l o o k i n g a t , t h a t i t ' s d i f f e r e n t b e t w e e n t h e 

p r i v a t e s e c t o r and h e r e we a r e t a l k i ng a b o u t t h r e e 

t owns on one s i de o f t h e r i v e r and f i v e towns on 

t h e o t h e r s i de o f t h e r i v e r c a n f o r m and n e g o t i a t e 

a c o n t r a c t i f a l l o f t h e e n t i t i e s , t h e l e g a l 

e n t i t i e s , p a s s an o r d i n a n c e t o come t o g e t h e r and 

t h e n a g r e e on a c o n t r a c t and t h e n i t ' s s t i l l 

a p p r o v e d by t h e PUC. 

So we a r e t a l k i ng a b o u t s o m e t h i n g 



d i f f e r e n t , where t h e y can h a v e a l a r g e r p o o l , and 

t o be a b l e t o m a i n t a i n t h a t p o o l and t h e b e n e f i t 

a l s o goes t o t h e muni c i p a l i t i e s t o be a b l e t o h a v e 

a l ower r a t e as w e l l . I j u s t w a n t e d t o be a b l e t o 

s a y t h a t . 

Do you h a v e any comments ? 

MR. HUDSON: Y e a h . You r a i s e d some 

v e r y i n t e r e s t i n g p o i n t s , and I r e c o g n i z e t h e f a c t 

t h a t u n d e r t h i s b i l l i t w o u l d be d u l y e l e c t e d c i t y 

o f f i c i a l s t h a t w o u l d be n e g o t i a t i ng t h e t e r m s and 

c o n d i t i o n s o f t h e c o n t r a c t . However, d e s p i t e w e l l -

i n t e n d e d cus t omer n o t i c e p r o v i s i o n s t h a t a r e 

p r o v i d e d f o r t h i s b i l l , mos t c u s t o m e r s f i r s t a r e 

g o i ng t o i g n o r e t h e o p t - o u t n o t i c e s t h a t t h e y 

r e c e i v e . We a l l know what you do w i t h t h o s e 

m a n d a t o r y n o t i c e s when t h e y show up i n y o u r 

mai l b o x . They p r e t t y much go s t r a i g h t i n t h e t r a s h 

and you n e v e r l ook a t t h e m . And s e c o n d l y , most 

p e o p l e j u s t a r e n ' t g o i n g t o know w h a t ' s g o i n g on a t 

t h e c i t y c o u n c i l l e v e l i n o r d e r t o , you know, be 

e d u c a t e d and i n f o r m e d a b o u t t h i s . 

So what, i n e f f e c t , you h a v e h a p p e n i ng 

i s w e l l - i n t e n d e d c i t y o f f i c i a l s a r e g o i ng t o 

n e g o t i a t e i n good f a i t h a c o n t r a c t t h a t t h e y t h i nk 

i s t h e b e s t t h i ng f o r t h e i r r e s i d e n t s , b u t i t may 



t u r n o u t t h a t a n o t h e r s u p p l i e r t h r e e months down 

t h e r o a d , s i x months down t h e r o a d , a y e a r down t h e 

r o a d i s a b l e t o e n t e r t h e m a r k e t and p r o v i de a 

l o w e r p r i c e o f f e r o r a more i n n o v a t i ve p r o d u c t t h a n 

e x i s t s f o r t h e a g g r e g a t i on p r o g r a m , and I t h i nk 

mos t p e o p l e w o u l d a g r e e t h a t , you know, you d o n ' t 

want t o f i n d o u t a f t e r t h e f a c t t h a t y o u ' r e b a r r e d 

f r o m t a k i ng a d v a n t a g e o f t h i s new p r o d u c t and 

s e r v i c e o r t h i s l o w e r p r i c e b e c a u s e o f s o m e t h i n g 

y o u r e l e c t e d o f f i c i a l d i d r e a l l y w i t h o u t y o u r 

k n o w l e d g e . 

CHAIRMAN PRESTON: O k a y . I j u s t want 

t o r a i se t h a t i s s u e , b e c a u s e i n t h i s , no one i s 

s a y i n g c u r r e n t l y r i g h t now i n t h e b i l l , and we j u s t 

f o u n d o u t y e s t e r d a y w a s n ' t i n t h i s p r i n t a b o u t t h e 

t h r e e y e a r s . Does n ' t mean t h a t t h e t o w n s h i p or 

b o r o u g h has t o n e g o t i a t e a c o n t r a c t f o r t h r e e y e a r s 

and t h a t was p a r t o f t h e c o n v e r s a t i o n we were 

t a l k i n g a b o u t b e f o r e . They c a n n e g o t i a t e one y e a r 

or two y e a r s or t h r e e y e a r s . And I'm e v e n t h i n k i n g 

a b o u t e v e n r a i s i n g t h a t , and I ' l l a d d r e s s t h a t a 

l i t t l e b i t l a t e r . 

Rep. B e y e r . 

R E P . BEYER: Thank y o u , M r . C h a i r m a n . 

Good m o r n i n g , R i c h a r d . How a r e you? 



MR. HUDSON: Good m o r n i n g . 

REP. BEYER: I a c t u a l l y a g r e e w i t h j u s t 

a b o u t e v e r y t h i n g you s a i d . I d o n ' t l i k e t h e 

t h i r t y - d a y n o t i c e . I d o n ' t t h i n k i t ' s l o n g 

e n o u g h . I mean, c o n s umers a r e n o t ev e n g o i n g t o 

see a d i f f e r e n c e i n t h e i r b i l l , r e a l l y , o r n o t ev e n 

a c k n o w l e d g e o r e x p e r i e n c e a r e d u c t i o n when i t ' s 

j u s t a t h i r t y - d a y i s s u e . S o I l i ke t h a t . 

You know, R e p . E l l i s b r o u g h t up a 

r e a l l y good p o i n t a t t h e l a s t h e a r i n g . How do you 

f e e l a b o u t s c h o o l d i s t r i c t s b e i n g i n c l u d e d i n -¬

s i n c e we have s mal l b u s i nes s e s i n c l u d e d i n 

r e s i d e n t s , how do you f e e l a b o u t p e r h a p s s c h o o l 

d i s t r i c t s b e i n g i n c l u d e d i n t h e w h o l e p r o c e s s ? 

MR. HUDSON: As you know, t h e c u r r e n t 

b i l l does n ' t c o n t e m p l a t e t h a t . We p e r s o n a l l y a t 

ConEd S o l u t i ons w o u l d be i n f a v o r o f t h a t . We 

t h i nk s c h o o l d i s t r i c t s a r e w e l l p o s i t i o n e d t o 

b e n e f i t f r o m v a r i o u s t y p e s o f a g g r e g a t i on p r o g r a m s , 

i n c l u d i n g a p r o g r a m l i k e t h i s . 

R E P . BEYER: And i n y o u r a g g r e g a t i o n 

a g r e e m e n t s e l s e w h e r e , a r e s c h o o l d i s t r i c t s 

i n c l u d e d ? 

MR. HUDSON: A c t u a l l y i n t h e Cape L i g h t 

a g g r e g a t i on p r o g r a m t h a t I r e f e r e n c e d , t h e r e a r e no 



r e s t r i c t i ons on who i s e l i g i b l e t o p a r t i c i p a t e . 

A l l c u s t o mers a r e i n t h a t p r o g r a m . 

R E P . BEYER: A l l . How a b o u t l a r g e 

bus i n e s s e s , m e d i u m - s i z e d b u s i n e s s e s , a r e t h e y ? 

MR. HUDSON: They a r e . They a r e 

i n c l u d e d . H o w e v e r , t h e l a r g e cus tomer segment 

t e n d s t o be more a c t i v e l y i n v o l v e d i n s h o p p i n g f o r 

s e r v i c e f r o m a -- you k n o w , one-on-one r e l a t i ons h i p 

w i t h c o m p e t i t i v e p r o v i d e r s , so f r o m a t h e o r e t i c a l 

p e r s p e c t i v e , I can c e r t a i n l y u n d e r s t a n d and a g r e e 

w i t h t h e s e n t i m e n t i n t h i s b i l l t o e x c l ude t h o s e 

cus t o m e r s f r o m t h e a g g r e g a t i o n p r o g r a m . 

R E P . BEYER: O k a y . 

Thank y o u , Mr. C h a i r m a n . 

CHAIRMAN PRESTON: Thank y o u . 

And as we go a l ong w i t h t h e s e m e e t i n g s , 

I h a v e some d i f f e r e n t t h o u g h t s and s u g g e s t i o n s t h a t 

I 'm g o i n g t o p o t e n t i a l l y make f o r c h a n g e s i n t h e 

i s s ue i n d e a l i n g w i t h t h e s c h o o l d i s t r i c t s , i t was 

my c o n c e r n j u s t as w e l l . One o f t h e t h i n g s I ' v e 

h e a r d f r o m t h e s c h o o l d i s t r i c t s i s t h e y a l l k i n d o f 

j o i n t p u r c h a s e t h e m s e l v e s and n e g o t i a t e c u r r e n t l y 

now, t h e ones t h a t c a n i n t h e a r e a s t h a t t h e c a p s 

h a v e come o f f i n s ome s e n s e and I g u e s s e v e n i n 

some o f t h e o t h e r a r e a s , t h e y k i n d o f do, b u t we 



a r e g o i n g t o l o o k a t i t a l i t t l e b i t . O k a y . 

Thank you v e r y much. 

MR. HUDSON: Thank y o u . 

CHAIRMAN PRESTON: N e x t i s T e r e s a 

R i n g e n b a c h , who manages midwes t g o v e r n m e n t and 

r e g u l a t o r y a f f a i r s f o r D i r e c t E n e r g y , L L C . 

How a r e you t o d a y ? 

MS. RI NGEBACH: I'm g o o d . How a r e y o u ? 

CHAIRMAN PRESTON: G o o d . I g u e s s you 

can s t a r t how you want w i t h y o u r name and -¬

MS. RI NGENBACH: I 'm T e r e s a R i n g e n b a c h . 

I 'm w i t h D i r e c t E n e r g y . I 'm t h e i r manager o f 

midwes t g o v e r n m e n t r e g u l a t o r y a f f a i r s . And I t h a n k 

you f o r h a v i ng us t h i s m o r n i n g t o come d i s c u s s 

m u n i c i p a l a g g r e g a t i o n . 

A l i t t l e b a c k g r o u n d on D i r e c t E n e r g y . 

D i r e c t E n e r g y a c t u a l l y has i t s h e a d q u a r t e r s f o r 

N o r t h A m e r i c a i n P i t t s b u r g h . We h a v e t h r e e h u n d r e d 

e m p l o y e e s i n t h a t l o c a t i on, and t h e n we a l so own a 

home s e r v i c e s s i d e , w h i c h i s y o u r HVAC, e l e c t r i c 

s e r v i c e s , and t h a t i s s p r e a d o u t t h r o u g h o u t t h e 

s t a t e . We h a v e a b o u t e i g h t h u n d r e d e m p l o y e e s 

w i t h i n P A . 

D i r e c t E n e r g y i s c u r r e n t l y s e r v i n g and 

m a k i n g o f f e r s t o r e s i d e n t i a l , s m a l l c o m m e r c i a l , 



l a r g e c o m m e r c i a l , and i n d u s t r i a l cus t o m e r s 

t h r o u g h o u t PA i n t h e PPL t e r r i t o r y . We're s e r v i ng 

a number o f r e s i d e n t i a l cus t o m e r s when r a t e c a p s 

came o f f , we were h e r e m a k i ng o f f e r s . We're a b o u t 

t o make o f f e r s b e h i n d D u q u e s n e . So we a r e v e r y 

c o m m i t t e d t o c h o i c e and c o m p e t i t i on on t h e e l e c t r i c 

s i d e i n P A . 

I'm h e r e t o t a l k a b o u t muni c i p a l 

a g g r e g a t i o n . And D i r e c t E n e r g y d oes s e r v e 

m u n i c i p a l a g g r e g a t i o n p r o g r a m s i n d i f f e r e n t s t a t e s . 

We s e r v e m u n i c i p a l and n a t u r a l gas a g g r e g a t i o n s 

t h a t a r e o p t - o u t i n O h i o . We s e r v e m u n i c i p a l 

e l e c t r i c a g g r e g a t i on i n C o n n e c t i c u t . 

And j u s t a b i t o f b a c k g r o u n d . B e f o r e I 

came t o D i r e c t , I a c t u a l l y s t a r t e d i n t h e e n e r g y 

i n d u s t r y s e l l i n g and as a c u s t o m e r i n o p t - o u t 

m u n i c i p a l a g g r e g a t i o n s i n O h i o . So t h a t ' s my 

h i s t o r y . And how I s t a r t e d i n t h e e n e r g y i n d u s t r y 

was s e r v i ng t h e s e t y p e s o f p r o g r a m s . 

I j u s t want t o a d d r e s s r e a l q u i c k l y t h e 

p o i n t t h a t c u s t o m e r s a r e n ' t aware o r t h r o w o u t 

t h e i r o p t - o u t n o t i c e s . My h i s t o r y w i t h t h e s e 

p r o g r a m s i s a c t u a l l y t h a t you see a number o f 

o p t - o u t s i n t h e b e g i n n i n g . Y o u ' r e a c t u a l l y g o i n g 

t o see more p e o p l e o p t i n g o u t when t h e p r o g r a m s 



s t a r t s , and t h e n t h a t g r a d u a l l y d e c r e a s es as t h e 

p r o g r a m s c o n t i n u e . 

D i r e c t a c t u a l l y d oes an o p t - o u t e v e r y 

y e a r f o r our p r o g r a m s , and i t ' s t h e same t i m e e v e r y 

y e a r , and we a c t u a l l y h a v e cus t o m e r s c a l l i ng b e f o r e 

t h e o p t - o u t : When i s my n o t i c e comi ng? What's t h e 

new r a t e ? S o I w o u l d a r g u e t h a t t h e s e p r o g r a m s 

a c t u a l l y do g e t c u s t o m e r s r e a l l y e n g a g e d i n t h e i r 

b i l l and m a k i n g d e c i s i o n s . 

A f t e r r e a d i n g t h r o u g h t h e l e g i s l a t i o n , 

i t ' s r e a l l y w e l l w r i t t e n . I t d e f i n i t e l y a d d r e s s es 

a l o t o f t h e i s s u e s t h a t you c o u l d s ee w i t h t h e s e 

t y p e s o f p r o g r a m s , b u t D i r e c t has two p o i n t s t h a t 

we'd l i k e t o see a d d r e s s ed i n t h e b i l l . 

The f i r s t d e a l s w i t h t h e f a c t t h a t 

cus t o m e r s who a r e a l r e a d y u n d e r c o n t r a c t w i t h a 

s u p p l i e r a r e e x c l u d e d f r o m t h e m u n i c i p a l 

a g g r e g a t i on p r o g r a m , and t h a t i s as i t s h o u l d b e . 

However, by e x c l u d i n g them, i t a l so means t h a t i f 

t h a t c u s t o m e r s h o u l d c h o o s e t o b r e a k t h e i r e x i s t i n g 

c o n t r a c t s by t h e i r own c h o i c e , pay w h a t e v e r f e e s , 

and want t o j o i n t h e i r communi t y ' s p r o g r a m and g e t 

t h e i r c o m m u n i t y ' s p r i c e , t h e y c a n ' t do i t as 

w r i t t e n . I n s t e a d t h e y w o u l d h a v e t o b r e a k t h e i r 

c o n t r a c t , r e t u r n t o t h e u t i l i t y d e f a u l t p r i c e , and 



t h e way t h i s s w i t c h i n g r u l e s work, t h a t ' s a t l e a s t 

f o r one month t h e y w o u l d be s u b j e c t t o t h a t u t i l i t y 

p r i c e , and t h e n become e n r o l l e d i n t h e i r 

c o m m u n i t y ' s p r o g r a m . 

I n O h i o, on t h e gas s i d e , t h a t ' s 

a c t u a l l y how i t w o r k s . And I can t e l l you f r o m t h e 

l o c a l l e a d e r s p o i n t o f v i e w , t h e y d o n ' t l i ke 

g e t t i n g t h a t c a l l when t h e i r r e s i d e n t o r whoever 

c a l l s up and s a y s : Why a r e you t e l l i n g me I have 

t o go b a c k t o t h e u t i l i t y , p ay a h i g h e r p r i c e f o r a 

whi l e , and t h e n g e t my communi t y ' s r a t e ? T h i s i s 

my c o m m u n i t y ' s p r o g r a m and I want i n . 

So wha t D i r e c t i s ask i n g i s t h a t some 

s o r t o f l anguage be p u t i n t o t h e l e g i s l a t i on t h a t 

a d d r e s s e s t h a t s i t u a t i o n . And what we've s u g g e s t e d 

i s s o m e t h i n g t h a t s a y s -- and I'm n o t an a t t o r n e y 

so I w i l l p u t t h a t o u t t h e r e as I w r i t e t h a t . 

CHAIRMAN PRESTON: T h a t ' s t o y o u r 

b e n e f i t . 

MS. RI NGENBACH: However, n o t h i n g i n 

t h i s s e c t i o n s h a l l p r o h i b i t and e x c l ude a cus t omer 

u n d e r c o n t r a c t w i t h a n o t h e r e l e c t r i c g e n e r a t i on 

s u p p l i e r f r o m c o n t a c t i n g an e l e c t r i c g e n e r a t i on 

s u p p l i e r t o r e q u e s t e n r o l l m e n t i n an o p t - o u t 

m u n i c i p a l a g g r e g a t i o n p r o g r a m . The e l e c t r i c 



g e n e r a t i o n s u p p l i e r t o t h e m u n i c i p a l a g g r e g a t i o n 

p r o g r a m may n o t m a r k e t t o t h e cus t omer f o r o p t - o u t 

e n r o l l ment b u t mus t f o l l ow any r u l e s -- o r , 

s o r r y -- any l a w s or consumer p r o t e c t i o n s f o r 

v e r i f i c a t i o n o f an e l e c t r i c g e n e r a t i on s u p p l i e r 

e n r o l l m e n t . 

So bas i c a l l y t h a t cus t omer can l e a v e 

t h e i r c o n t r a c t , e n r o l l i n y o u r c o m m u n i t y ' s p r o g r a m , 

b u t i t a l so -- t h e p o i n t i s t o make s u r e t h a t t h e i r 

e n r o l l m e n t i s v e r i f i e d j u s t as any o t h e r e n r o l l m e n t 

i s , t o a v o i d s l amming t h a t cus t omer or i n t e r f e r i ng 

w i t h t h e i r c o n t r a c t . 

The s e c o n d i tem t h a t we'd l i k e t o 

a d d r e s s i s -- a c t u a l l y, R i c h i e t o u c h e d on i t b u t i n 

a v e r y d i f f e r e n t way t h a n what D i r e c t w o u l d l i k e . 

C u r r e n t l y t h e l e g i s l a t i o n s ays t h a t t h a t c u s t o m e r 

g e t s t o o p t o u t or l e a v e t h e p r o g r a m w i t h o u t 

i n c u r r i n g any f e e s a t t h e end o f t h e c o n t r a c t 

t e r m . However, t h e r e ' s no r e s t r i c t i ons on t h e 

c o n t r a c t t e r m . So what you c o u l d h a v e i s a 

c o n t r a c t t h a t g oes o u t f o r t e n y e a r s -- w h i c h 

t h e r e ' s a c t u a l l y t e n - y e a r a g g r e g a t i o n p r o g r a m s i n 

O h i o -- and what w o u l d h a p p e n i s , a t any p o i n t i n 

t h a t t e n - y e a r p e r i od, i f t h a t cus t omer s e e s a 

b e t t e r d e a l o u t i n t h e m a r k e t , t h e y c o u l d i n c u r an 



e a r l y t e r m i n a t i on f e e i n o r d e r t o go and s w i t c h . 

I f you h a v e -- i f you h a v e an o p t - o u t 

i n 2000 and you d o n ' t have a n o t h e r one u n t i l 2010, 

t h e n you r e a l l y do h a v e c u s t o m e r s who a r e g o i ng t o 

be i n t h e r e g o i n g : W a i t a s e c o n d , I d i d n ' t r e a l l y 

know I was i n t h i s p r o g r a m . Now y o u ' r e t e l l i ng me 

t h r e e y e a r s a f t e r I e n r o l l e d , I h a v e t o p a y you a 

h u n d r e d d o l l a r s t o go g e t a b e t t e r r a t e ? 

So our t a k e on i t i s s l i g h t l y 

d i f f e r e n t . We'd a c t u a l l y l i k e t o see t h e c o m m u n i t y 

c o n t r a c t t e r m , t h e m u n i c i p a l a g g r e g a t i o n t e r m , 

l i m i t e d t o t h r e e y e a r s , b u t c u s t o m e r s g e t t h e 

o p p o r t u n i t y t o o p t o u t w i t h o u t p e n a l t y e v e r y y e a r . 

So t h a t d oes two t h i n g s . One i t c o n t i n u e s t h e i r 

a b i l i t y t o s hop e v e r y y e a r . J u s t l i ke w i t h y o u r 

c e l l phone c o n t r a c t . I know e v e r y two y e a r s when 

i t g o e s c l o s e r , I g e t e x c i t e d b e c a u s e I g e t t o s hop 

a g a i n , r i g h t ? B u t I know i t ' s e v e r y two y e a r s . 

I n t h i s s i t u a t i on, t h a t c u s tomer knows, 

a l l r i g h t , maybe I c a n ' t l e a v e s i x months i n t o i t 

w i t h o u t p a y i ng an e a r l y t e r m i n a t i on f e e , b u t a t t h e 

end o f t h i s y e a r , I c a n . So I ' l l s h o p a g a i n , I ' l l 

s h o p b e f o r e I make t h a t d e c i s i o n . I t ' s e d u c a t i n g 

t h e m . I t ' s g e t t i n g them e n g a g e d i n t h e i r b i l l . 

The s u p p l i e r t o t h e a g g r e g a t i o n p r o g r a m 



g e t s s ome c e r t a i n t y . They know t h a t w i t h i n t h a t 

o n e - y e a r p e r i o d t h a t i f t h a t c u s t o m e r l e a v e s , t h e y 

h a v e t h e a b i l i t y t o c h a r g e a f e e t o r e c o v e r any 

l o s s e s , b u t t h e y g e t t h a t c e r t a i n t y o f one y e a r . I 

know f o r one y e a r , my s u p p l y has t o go f o r t h a t 

y e a r . 

The o t h e r t h i n g i s , you h e a r a b o u t t h e 

d e f a u l t s e r v i c e . I t p r o v i d e s t h e d e f a u l t s e r v i c e 

p r o v i d e r s w i t h t h e k n o w l edge t h a t d u r i n g t h a t 

o n e - y e a r p e r i o d t h e y ' r e n o t g o i n g t o see huge 

s w i ngs i n t h e i r l o a d . 

So t h e i d e a i s t o k e e p t h e c o m p e t i t i ve 

m a r k e t g o i n g , you k n o w , p r o v i d e t h a t c e r t a i n t y t o 

t h e s u p p l i e r t o e n s u r e t h a t t h o s e c o m m u n i t i e s c a n 

g e t g o o d r a t e s w i t h o u t , you k n o w , h a v i n g a b u n c h o f 

r i s k c o s t s a d d e d i n t o t h e i r p r i c i ng and t o p r o t e c t 

t h e ma r k e t . 

The l a s t i t e m i s s o m e t h i ng t h a t -- t h a t 

I t h o u g h t a b o u t a d d i n g , b u t I was n ' t s u r e how 

s p e c i f i c you w a n t e d t o be on t h e s e i s s u e s . And 

C h a i r m a n P r e s t o n h a d t a l k e d a b o u t t h e commiss i o n 

has g i ven some a u t h o r i t y i n t h e l e g i s l a t i o n t o l ook 

a t t h e s e p r o g r a m s and t o do some r e v i e w p r o c e s s . 

And i f -- i f t h e c o m m i t t e e i s n ' t w i l l i n g t o p u t i n 

d e t a i l ed l a n g u a g e on t h e s e two i s s u e s , what we h a d 



s u g g e s t e d was p a s s i v e l y p u n t i n g them t o t h e 

commis s i o n and s a y i n g , Commiss i o n , i n o r d e r t o 

p r o t e c t t h e c o m p e t i t i ve m a r k e t , you s h o u l d 

p r o m u l g a t e r u l e s t h a t d e a l w i t h t h e s e i s s u e s . And 

t h a t i t g i v e s anyone who d o e s n ' t make i t t o t h e 

l e g i s l a t i ve h e a r i n g s o r i s a s u p p l i e r who maybe 

i s n ' t r e a l l y e n g a g e d i n t h e l e g i s l a t i v e p r o c e s s t h e 

o p p o r t u n i t y t o p a r t i c i p a t e i n a c a s e o r r u l e m a k i n g 

b e f o r e t h e commiss i o n and r e a l l y v e t t h e s e i s s u e s . 

So t h o s e a r e my two i tems on b e h a l f o f 

D i r e c t E n e r g y . And, a g a i n , I t h a n k you f o r g i v i n g 

us t h i s o p p o r t u n i t y t o s pea k w i t h y o u . 

CHAIRMAN PRESTON: Good s u g g e s t i o n s . 

Q u e s t i ons f r o m members? 

REP . E L L I S: I ' l l go f i r s t a g a i n . 

Thank y o u , M r . C h a i r m a n . 

Thanks f o r y o u r t e s t i mony t o d a y . 

G o i ng b a c k t o y o u r f i r s t p o i n t where 

you s a y c u s t o m e r s who a r e a l r e a d y i n a c o n t r a c t 

w i t h s u p p l i e r s a r e e x c l u d e d f r o m e n r o l l m e n t . As I 

r e a d down i n y o u r s u g g e s t i o n o f how we f i x t h a t , 

you h a v e t h e s t a t e m e n t i n t h e r e : May n o t m a r k e t t o 

t h e c u s t o m e r . O k a y . The s u p p l i e r c a n n o t do t h a t . 

So I n e e d you t o w a l k me t h r o u g h t h i s . 

T h e r e ' s s omebody who's a l r e a d y i n an a g r e e m e n t , and 



you want t o a l l ow them t o o p t i n , b u t t h e r e ' s g o i n g 

t o be no way o f t h e p r o v i d e r s c o n t a c t i n g them o r 

m a r k e t i n g t o them t o s u g g e s t i t . So what makes you 

t h i nk t h a t p e o p l e a r e j u s t g o i ng t o go a h e a d and 

s t a r t l o o k i n g ? 

MS. RI NGENBACH: The i d e a t h e r e w a s , 

y o u r n e i g h b o r g o t a n o t i c e , and he came t o you and 

s a i d , " L o o k I g e t f o u r c e n t s w i t h o u r c i t y , d o n ' t 

y o u ? " And y o u ' r e s i t t i n g t h e r e g o i n g , " No. What 

a r e you t a l k i n g a b o u t ? " 

So t h e i d e a i s t h e y f i n d o u t a b o u t i t , 

b u t y o u r n o t -- y o u ' r e n o t h a v i n g t h e s e o p t - o u t 

p r o g r a m s a c t u a l l y a t t a c k i n g t h e e x i s t i n g c u s t o m e r s 

who've made t h a t c h o i ce and a r e a l r e a d y e n g a g e d i n 

t h e p r oce s s . 

R E P . E L L I S: I u n d e r s t a n d t h e s e c o n d 

p o i n t , b u t my c o n f u s i on i s , where i s t h e m a j o r 

p r o b l e m w i t h t h e e n e r g y p r o v i d e r s m a r k e t i n g t o 

p e o p l e t h a t a r e a l r e a d y u n d e r c o n t r a c t ? 

MS. RI NGENBACH: I t h i n k i t d e p e n d s on 

how t h e y m a r k e t t o t h e m . I w i l l t e l l you -¬

REP . E L L I S: B e c a u s e t h i s s ays "may n o t 

m a r k e t . " So i t ' s n o t d e p e n d i n g on how t h e y m a r k e t . 

MS. RI NGENBACH: I n t e r n a l l y -- I ' l l 

t e l l you what t h e c o n v e r s a t i o n a t D i r e c t w a s . We 



h a v e a r e s i d e n t i a l r e t a i l p r o g r a m . We l i k e 

m u n i c i p a l a g g r e g a t i o n b e c a u s e i t ' s a way t o e d u c a t e 

cus t o m e r s , b u t , u l t i m a t e l y , we want cus t o m e r s t o 

s i g n up w i t h us on what we c a l l o r g a n i c c o n t r a c t s . 

We want them t o go t o t h e commiss i o n ' s w e b s i t e . We 

want t o them t o see o u r g e n e r a l o r g a n i c m a r k e t 

o f f e r i ng and p u t them on c o n t r a c t s t h a t w a y . 

S o , f r o m our p e r s p e c t i v e i n t e r n a l l y , we 

d o n ' t want a m u n i c i p a l a g g r e g a t i o n m a r k e t i ng t o our 

cus t o m e r s t h a t we a l r e a d y h a v e , and t h a t was a 

s a l es d e c i s i on made w i t h i n D i r e c t . 

Do we do i t i n our e x i s t i n g p r o g r a m s ? 

Do we h a v e t h e community s e n d o u t a l e t t e r t h a t 

goes t o e v e r y o n e t h a t i s n ' t an o p t - o u t n o t i c e t h a t 

makes them aware o f t h e p r o g r a m ? Y e s . B u t do we 

a g g r e s s i v e l y m a r k e t t o them? No. And I t h i n k 

t h a t ' s what t h a t was meant t o a d d r e s s . A g a i n , I am 

n o t an a t t o r n e y so n e e d s t o be t w e a k e d . 

R E P . E L L I S: I mean, I j u s t t h i n k , you 

know, t h a t we g o t t o be c a r e f u l i f w e ' r e t a k i ng t h e 

a b i l i t y f o r anyone t o n o t m a r k e t a p r o d u c t . I mean 

t h a t ' s how o u r c o u n t r y w o r k s . We m a r k e t p r o d u c t s ; 

p e o p l e buy t h e m . And so I'm v e r y s k e p t i c a l o f 

l a n g u a g e t h a t s ays : You c a n n o t m a r k e t t o 

cus t o m e r s . 



Thank y o u , M r . C h a i r m a n . 

CHAIRMAN PRESTON: Thank y o u . 

Y e a h , and I want t o t h a n k you r e a l l y 

f o r s u g g e s t i ons b e c a u s e we're g e t t i n g c l o s e . I ' l l 

a n n o u n c e a l i t t l e b i t a t t h e end o f t h i s m e e t i n g 

how c l ose we a r e i n d e a l i n g w i t h t h i s . 

Two q u e s t i o n s I g u e s s I'm g o i n g a s k you 

and e v e r y o t h e r p r o v i d e r . F i r s t , r e l a t i v e t o t h e 

i s s u e , h a s b e e n some c o n c e r n a b o u t t h e c o n t r a c t 

b e i ng t h r e e y e a r s . Woul d you have any o b j e c t i o n i f 

i t ' s f i v e y e a r s ? 

MS. RI NGENBACH: No. 

CHAIRMAN PRESTON: The o t h e r t h i n g , 

t h e r e was a q u e s t i on -- a n d , a g a i n , I ' l l a s k t h i s 

f o r e v e r y o t h e r p r o v i d e r t o o -- i n t h e d e a l i n g w i t h 

t h e i s sue o f s m a l l b u s i n e s s , and I t h i n k t h a t ' s a 

v e r y good -- c o n c e r n s a l o t o f us h e r e j u s t as w e l l 

t o be a b l e t o t a k e a d v a n t a g e o f i t . C u r r e n t l y , I 

t h i nk i t ' s t h i r t y - s e v e n , G a i l ? 

MS. DAVIS: T w e n t y - f i v e . 

CHAIRMAN PRESTON: T w e n t y - f i v e . 

Do you have any o b j e c t i o n , s i n c e i t was 

r a i s e d , and two h u n d r e d f i f t y t o f i v e h u n d r e d f o r 

s m a l l bus i n e s s e s ? 

MS. RI NGENBACH: I ' l l h a v e t o t a k e i t 



b a c k . My g u t r e a c t i o n i s p r o b a b l y y e s . 

CHAIRMAN PRESTON: T h a t ' s why I w a n t e d 

t o ask e v e r y b o d y , so I c a n t a k e a l i t t l e p o l l on 

t h a t and r a i se i t t o i n c l u d e , t o be a b l e t o g i v e 

some -- t h e r e i s no r e a l c l e a r d e f i n i t i on o f a l w a y s 

what a s m a l l b u s i n e s s i s , and s o m e t i mes , you know, 

a s mal l s h e e t m e t a l m a n u f a c t u r e r o r c a r d e a l e r s h i p 

t h a t m i g h t f a l l w i t h i n t h a t t o be a b l e t o t a k e 

a d v a n t a g e o f t h a t . T h a t ' s my t h o u g h t . 

And I t h i nk f o r t h e members , when she 

was t a l k i ng a b o u t t h e P u b l i c U t i l i t y Commi s s i on 

n o t i c e , e v e n wi t h i n t h e l a n g u a g e -- and I t h i nk 

s t a r t i ng a r o u n d p a g e s t e n , e l e v e n , and t w e l v e , i t 

k i n d o f g i v e s you a d e f i n i t i o n o f t h e c o n t r a c t , 

what has t o h a p p e n , what s h o u l d be i n c l uded t o t h e 

c o n s u m e r , t h a t t h e o r d i n a n c e i t s e l f has t o be 

p u b l i s hed and -- n i n e t y d a y s b e f o r e t h e y c a n v o t e 

on i t and has t o be p u b l i c d i s cus s i o n on i t . And 

ev e n t h e n , and I -- and I p a r t i a l l y a g r e e w i t h i t 

ev e n more s o , as we s t a r t l o o k i n g a t some o f t h e s e 

t h i ngs , t h a t t h e PUC makes s u r e t h a t t h e p u b l i c 

comment and t h e e f f o r t s t h a t was p u b l i c a t i on were 

done and t h e p u b l i c n o t i c e s were done f o r r e s i d e n t s 

t o be a b l e t o g e t t h e i n f o r m a t i o n b e f o r e t h e 

o r d i n a n c e i s e v e n v o t e d o n , t o see what I'm t a l k i n g 



a b o u t . 

B u t I want t o t h a n k t h e members' i d e a , 

and w e ' l l be l o o k i ng a t t h a t . 

We've a l s o been j o i n e d by a c o u p l e o f 

o t h e r members. L i ke you t o i n t r o d u c e y o u r s e l f and 

t h e c o u n t y t h a t you r e p r e s e n t . 

R E P . REICHLEY: Doug R e i c h l e y f r o m t h e 

L e h i g h and B e r k s C o u n t y a r e a , 1 3 4 t h D i s t r i c t . 

R E P . EVANS: Good m o r n i n g . I'm R e p . 

J o h n E v a n s . I r e p r e s e n t p a r t s o f E r i e and C r a w f o r d 

C o u n t i e s i n t h e 5 t h L e g i s l a t i v e D i s t r i c t . 

CHAIRMAN PRESTON: Thank you v e r y much 

f o r co min g . 

REP . E L L I S: M r . C h a i r m a n , b e f o r e we 

mo ve o n , c o u l d I a s k o ne mo r e que s t i o n I j u s t 

t h o u g h t o f ? 

CHAIRMAN PRESTON: S u r e . 

R E P . E L L I S: You s a i d D i r e c t E n e r g y has 

p a r t s o f t h e PPL s e r v i c e a r e a r i g h t now. 

MS. RI NGENBACH: We s e r v e r e s i d e n t i a l 

c u s t o m e r s b e h i n d P P L . 

REP . E L L I S: And c u r r e n t l y i t ' s my 

u n d e r s t a n d i n g t h a t you do have t e r m i n a t i o n f e e s and 

y o u ' r e a d v o c a t i ng a g a i n s t them? 

MS. RI NGENBACH: N o , n o . We're n o t 



a d v o c a t i n g a g a i n s t t h e m . We're a d v o c a t i n g t h a t 

t h e r e i s a l l owed an e a r l y t e r m i n a t i o n f e e f o r 

o p t - o u t a g g r e g a t i o n s o c u s t o m e r s g e t an o p p o r t u n i t y 

t o l e a v e e v e r y y e a r . 

R E P . E L L I S: O k a y . S o y o u ' r e okay w i t h 

t h e f e e s . 

MS. RI NGENBACH: Y e s . 

REP . E L L I S: B u t you want t h r e e o p t - o u t 

p e r i o d s -- o r i f i t ' s a f i v e - y e a r c o n t r a c t , f i v e 

o p t -ou t - -

MS. RI NGENBACH: An a n n u a l o p t - o u t 

p e r i o d , y e s . 

REP . E L L I S: I j u s t w a n t e d t o make 

s u r e . 

Thank you v e r y much, M r . C h a i r m a n . 

CHAIRMAN PRESTON: C h a i r m a n G o d s h a l l . 

REP . GODS HALL: I j u s t want t o s a y , on 

t he t e r mi n a t i o n f e e , l i k e i n P P L t e r r i t o r y , w h i c h 

I'm i n , e v e r y b o d y t h a t -- I know, p r o b a b l y you c a n 

f o r g e t i t down t h e r o a d maybe, b u t e v e r y b o d y t h a t ' s 

been p r o m o t i ng and -- t h e i r e l e c t r i c i t y , t h e i r 

e n e r g y i n t o y o u r a r e a h a s been v e r y c l e a r on t h a t 

t h e r e i s a -- t h e r e i s a -- you know, a f e e 

i n v o l v e d o r t h e r e i s n ' t a f e e i n v o l v e d . 

So I -- you know, I know t h a t down t h e 



r o a d you can p r o b a b l y f o r g e t t h a t t h e r e i s t h a t , 

b u t when you s i gn up, i t ' s been v e r y c l e a r , and 

I ' v e h a d -- l i v i ng i n t h a t t e r r i t o r y , I ' v e h a d no 

c o m p l a i n t s on t h a t , a t l eas t as o f t h i s t i me. 

CHAIRMAN PRESTON: R e p r e s e n t a t i v e 

B e y e r . 

R E P . BEYER: I'm s o r r y , M r . C h a i r m a n . 

You s a i d t h a t you h a v e n ' t h a d any co m p l a i n t s on 

t e r m i n a t i on f e e s ? I s t h a t what you s a i d? 

RE P . GODS HALL: T h a t ' s r i g h t . 

CHAIRMAN PRESTON: So f a r . 

RE P . BEYER: Do you have any i s s u e , 

t h o u g h , i f t h e b i l l i s a l t e r e d t h a t t h e r e a r e no 

t e r min a t i on f e e s ? 

MS. RI NGENBACH: D i r e c t w o u l d n ' t o p p o s e 

i t . We, a c t u a l l y , i n o u r muni c i p a l a g g r e g a t i on 

p r o g r a m s , d o n ' t . And keep i n m i n d , t h a t ' s gas i n 

Ohi o, whi ch i s a r e a l l y t h r i v i ng m a r k e t , s o t h e 

m a r k e t ' s a c t u a l l y pus hed i t t o t h a t . The 

c o m m u n i t i es a c t u a l l y demand no t e r m i n a t i o n f e e . 

RE P . BEYER: O k a y . S o t h a t ' s n o t a 

p r o b l e m f o r D i r e c t E n e r g y a t a l l . 

MS. RI NGEBACH: No. 

REP . BEYER: G r e a t . Thank y o u . 

CHAIRMAN PRESTON: And t h a t ' s one o f 



t h e t h i n g s I 'm s a y i n g now. They h a v e an o p t i on 

now. A l l I'm s a y i ng, i f someone w a n t s t o c h a r g e i t 

r i g h t now, c u r r e n t l y u n d e r t h i s b i l l , t h e y c a n . 

But i n o u r a r e a , i n H a r r i s b u r g , f o r 

e x a m p l e, h a l f t h e c o m p a n i e s t h a t a r e o u t t h e r e 

m a r k e t i n g d o n ' t c h a r g e a f e e f o r c a n c e l l a t i o n . 

Some d o . So you h a v e c o m p e t i t i o n s t i l l i n 

e x i s t e n c e . 

T ha n k y o u ve r y mu c h . 

MS. RI NGENBACH: Thank y o u . 

CHAIRMAN PRESTON: N e x t we h a v e I r w i n 

Sonny Popows ky, who's t h e c o n s umer a d v o c a t e f r o m 

PA's O f f i ce o f t h e Consumer A d v o c a t e u n d e r t h e 

aus p i c e s o f t h e A t t o r n e y G e n e r a l . 

Good t o h a v e you h e r e a g a i n , my f r i e n d . 

MR. POPOWSKY: Thank y o u , C h a i rman 

P r e s t o n , C h a i r m a n G o d s h a l l , and members and s t a f f 

o f t h e commi t t e e . As a l ways, i t ' s an h o n o r and 

p l e a s u r e t o a p p e a r b e f o r e t h i s commi t t e e . 

T h i s i s a c t u a l l y t h e s e c o n d t i me I ' v e 

t e s t i f i e d on t h e i s s u e o f muni c i p a l a g g r e g a t i o n . 

And as I d i d a t t h e l a s t h e a r i ng b a c k i n M a r c h i n 

H a r r i s b u r g , I want t o commend y o u , C h a i rman P r e s t o n 

and C h a i r m a n G o d s h a l l and a l l t h e commi t t e e , f o r 

t h e p r o a c t i v e and c a r e f u l and d e l i b e r a t e a p p r o a c h 



t h a t you have t a k e n on t h i s i s s u e . 

Now, as t h e members o f t h i s commi t t e e , 

I t h i n k , o ur p a i n f u l l y aware, t h e l a s t o f t h e 

g e n e r a t i o n r a t e c a p s t h a t h a v e p r o t e c t e d PA 

c o n s u m e r s f o r t h e l a s t d e c a d e w i l l be comi ng o f f a t 

t h e end o f a t t h e end o f t h i s y e a r , 2010. I 

t h i n k , t h o u g h , t h a t A c t 129 o f 2008, w h i c h was 

pas s e d , i n l a r g e p a r t , t h r o u g h t h e e f f o r t s o f t h i s 

c o m m i t t e e , I b e l i e v e t h r o u g h t h a t a c t , t h e g e n e r a l 

a s s embly has es t a b l i s hed a s t r o n g f r a m e w o r k t h a t , 

i f i t ' s i mpl emented c o r r e c t l y , w i l l c o n t i n u e t o 

p r o t e c t e l e c t r i c c o n s umers f r o m u n w a r r a n t e d 

g e n e r a t i o n r a t e i n c r e a s e s i n t h e f u t u r e . 

And i t does t h a t t h r o u g h a c o m b i n a t i on 

o f r e g u l a t i o n o r e f f e c t i ve r e g u l a t i o n o f t h e 

u t i l i t y d e f a u l t s e r v i ce s u p p l i e r s and c o m p e t i t i o n 

f r o m u n r e g u l a t e d g e n e r a t i o n m a r k e t e r s . 

S p e c i f i c a l l y , u n d e r A c t 129 , e l e c t r i c c o n s umers a r e 

f r e e t o s w i t c h t o a l t e r n a t i ve c o m p e t i t i ve 

g e n e r a t i o n s u p p l i e r s , and more t h a n 30 p e r c e n t o f 

PPL r e s i d e n t i a l c u s t o m e r s h a v e , i n f a c t , a l r e a d y 

made s uc h a s w i t c h s i nce r a t e -- s i n c e P P L ' s r a t e 

cap e x p i r e d a t t h e end o f 2 009 . B u t , a t t h e same 

t i m e , o ur r e g u l a t e d e l e c t r i c d i s t r i b u t i on c o m p a n i e s 

a r e r e q u i r e d t o p u r c h a s e a m i x o f g e n e r a t i on 



r e s o u r c e s i n t h e c o m p e t i t i v e w h o l e s a l e m a r k e t s t h a t 

a r e d e s i g n e d t o p r o v i de n o n s h o p p i ng cus t o m e r s wi t h 

a d e q u a t e and r e l i a b l e g e n e r a t i on s e r v i c e a t t h e 

l e a s t c o s t t o c u s t o m e r s o v e r t i m e . 

Now m u n i c i p a l a g g r e g a t i o n w o u l d, i n 

e s s e n c e , c r e a t e a t h i r d p a t h f o r r e s i d e n t i a l and 

s m a l l c o m m e r c i a l c u s t o m e r s t o r e c e i v e t h e i r 

g e n e r a t i o n s e r v i c e . T h a t i s, cus t o m e r s w o u l d n o t 

be r e q u i r e d t o shop as i n d i v i d u a l s f o r an 

a l t e r n a t i ve t o t h e t h e i r u t i l i t y s e r v i c e , b u t t h e y 

m i g h t be a b l e t o b e n e f i t f r o m a f o r m o f s h o p p i n g 

t h a t i s done on t h e i r b e h a l f by t h e i r e l e c t e d 

m u n i c i p a l o f f i c i a l s . 

The t h e o r y b e h i nd m u n i c i p a l a g g r e g a t i o n 

i s t h a t by a g g r e g a t i n g t h e b u y i n g power o f a l a r g e 

number o f s m a l l c u s t o m e r s , a n o n - p r o f i t m u n i c i p a l 

e n t i t y c a n g e t a b e t t e r d e a l f o r t h o s e cus t o m e r s 

t h a n i f e a c h o f t h o s e c u s t o m e r s ha d t o go o u t and 

shop f o r e l e c t r i c i t y on an i n d i v i d u a l b a s i s . I n 

a d d i t i on, we know t h a t many c u s t o m e r s , p a r t i c u l a r l y 

r e s i d e n t i a l cus t o m e r s , may n o t -- may h a v e n e i t h e r 

t h e s u f f i c i e n t i n t e r e s t o r s u f f i c i e n t u n d e r s t a n d i n g 

t o c h o o s e t h e i r own s u p p l i e r f o r a p r o d u c t t h a t 

t h e y h a v e n e v e r ha d t o s hop f o r . 

To t h e e x t e n t t h a t m u n i c i p a l i t i e s c a n 



a g g r e g a t e t h e i r c u s t o m e r s as a way o f a c h i e v i ng 

e l e c t r i c r a t e s a v i ngs f o r c u s t o m e r s w i t h i n t h e i r 

m u n i c i p a l i t i e s , t h e n I b e l i eve t h a t o p t i o n s h o u l d 

be a v a i l a b l e . A t t h e same t i m e , t h o u g h , I b e l i e v e 

t h a t muni c i p a l a g g r e g a t i on mus t be e s t a b l i s h e d i n a 

manner t h a t c o m p l e m e n t s t h e e x i s t i n g c h o i c e s f o r 

e l e c t r i c c us t o m e r s u n d e r A c t 1 29 and t h a t d oes n o t 

i n c r e a s e t h e c o s t s f o r c u s t o m e r s who do n o t 

p a r t i c i p a t e i n t h e m u n i c i p a l a g g r e g a t i o n p r o g r a m s . 

Now, a t t h i s p o i n t , I t h i n k i t ' s 

i m p o r t a n t t o d i s t i n g u i s h b e t w e e n two d i f f e r e n t 

t y p e s o f a g g r e g a t i on, b o t h o f whi ch a r e p e r m i t t e d 

u n d e r House B i l l 2619. U nder t h e f i r s t t y p e o f 

p r o g r a m , o p t - i n a g g r e g a t i o n , i n d i v i d u a l c u s t o m e r s 

v o l u n t a r i l y and a f f i r m a t i v e l y c h o o s e t o h a v e t h e i r 

m u n i c i p a l i t y p u r c h a s e g e n e r a t i on on t h e i r b e h a l f . 

Under t h e s e c o n d t y p e o f p r o g r a m , o p t - o u t 

a g g r e g a t i on, c u s t o m e r s a r e a u t o m a t i c a l l y i n c l uded 

i n t h e m u n i c i p a l a g g r e g a t i o n p r o g r a m u n l e s s t h e y 

c h o o s e t o be r e m o v e d f r o m t h e p r o g r a m . 

I n my o p i n i o n , t h e o p t - i n p r o v i s i ons o f 

House B i l l 2 619 c o u l d be i m p l e m e n t e d i m m e d i a t e l y 

and f a i r l y e a s i l y and w o u l d n o t h a v e any n e g a t i v e 

i m p a c t on PA's e x i s t i ng cus t omer c h o i c e and d e f a u l t 

s e r v i c e p r o g ram s . 



O p t - i n m u n i c i p a l a g g r e g a t i o n i s s i m i l a r 

t o t h e t y p e o f b u y i n g g r o u p s t h a t a r e a l r e a d y b e i n g 

f o r m e d on a v o l u n t a r y b a s i s by l o c a l and c o u n t y 

bus i n e s s g r o u p s and a g e n c i e s , and I see r e a l l y no 

o b j e c t i o n t o m u n i c i p a l i t i e s p e r f o r m i ng t h a t r o l e as 

w e l l , on b e h a l f o f t h e i r r e s i d e n t i a l and s m a l l 

bus i n e s s cus t o m e r s , f o r t h o s e cus t o m e r s who w o u l d 

l i k e t o h a v e , h o p e f u l l y , a l e s s e x p e n s i ve 

a l t e r n a t i ve t o t h e i r u t i l i t y d e f a u l t s e r v i ce b u t , 

a g a i n , who d o n ' t want t o shop on t h e i r own b e h a l f . 

I a l s o t h i n k t h a t o p t - i n m u n i c i p a l 

a g g r e g a t i on i s c l e a r l y c o n s i s t e n t w i t h t h e c u r r e n t 

d e f a u l t s e r v i c e f r a m e w o r k we h a v e u n d e r A c t 1 29 o f 

200 8. The e l e c t r i c d i s t r i b u t i on c o m p a n i e s , t h r o u g h 

t h e i r m i x o f c o m p e t i t i v e l y p r o c u r e d w h o l e s a l e 

g e n e r a t i o n c o n t r a c t s , wi l l c o n t i n u e t o s e r v e a l l 

cus t o m e r s e x c e p t t h o s e c u s t o m e r s who v o l u n t a r i l y 

and a f f i r m a t i v e l y c h o o s e t o be s e r v e d by an 

a l t e r n a t i ve p r o v i d e r . 

Now, o t h e r r e t a i l m a r k e t e r s c a n 

c o n t i n u e t o compete f o r i n d i v i d u a l c u s t o m e r s and 

t h e n t h e y a l so compete t o p r o v i d e s e r v i ce on an 

a g g r e g a t e d b a s i s t o c u s t o m e r s who a r e p a r t o f a 

m u n i c i p a l a g g r e g a t i o n p r o g r a m . 

The more d i f f i c u l t q u e s t i o n s a r i s e 



u n d e r o p t - o u t a g g r e g a t i o n . F i r s t o f a l l , i t mus t 

be r e c o g n i z e d t h a t u n d e r o p t - o u t a g g r e g a t i o n , 

cus t o m e r s a r e s w i t c h e d t o an a l t e r n a t i v e s u p p l i e r 

w i t h o u t t h e i r p r i o r a f f i r m a t i v e c o n s e n t . T h a t ' s 

why, I t h i n k , Hous e B i l l 26 19 c o r r e c t l y , a t page 

t w e n t y - t h r e e , e x e m p t s m u n i c i p a l a g g r e g a t o r s f r o m 

what we c a l l t h e a n t i - s l amming p r o v i s i o n o f t h e 

199 6 E l e c t r i c C o m p e t i t i o n L a w . 

T h a t l aw r e q u i r e d t h a t b e f o r e a 

cus tomer was s w i t c h e d , t h e y w o u l d h a v e t o -- t h e 

e l e c t r i c d i s t r i b u t i o n company w o u l d h a v e t o o b t a i n 

t h e i r a c t u a l c o n s e n t , e i t h e r o r a l o r w r i t t e n , t o be 

s w i t c h e d . And u n d e r o p t - o u t a g g r e g a t i o n , i f y o u ' r e 

p a r t o f muni c i p a l a g g r e g a t i o n , u n d e r t h i s b i l l , 

t h a t w o u l d n o t -- t h a t w o u l d n o t h a v e t o o c c u r . 

I t h i n k t h a t makes some s e n s e , f o r t h e 

r e a s o n s t h a t you s t a t e d , C h a i r m a n P r e s t o n , w h i c h i s 

t h a t t h e s e a r e n o t s i mpl y p r i v a t e c o m p a n i e s 

s l a m m i ng cus t o m e r s . These a r e e l e c t e d m u n i c i p a l 

o f f i c i a l s who must p a s s an o r d i n a n c e , who mus t s a y , 

T h i s i s what we're g o i n g t o d o , and t h e v o t e r s o f 

t h a t communi t y h a v e t h e o p p o r t u n i t y t o s a y , N o , we 

d o n ' t want t h a t , o r , No, we d o n ' t a p p r e c i a t e what 

you j u s t d i d . But i n any c a s e , I t h i n k t h a t ' s an 

i m p o r t a n t c o n s i d e r a t i o n . 



The r e a s o n f o r t h a t , t h e b e n e f i t o f 

o p t - o u t a g g r e g a t i o n , o f c o u r s e , i s , as I s a i d i n 

our l a s t -- a t our l a s t h e a r i n g , i t ' s j u s t a m a t t e r 

o f human n a t u r e . T h a t i f y o u ' r e r e a l l y l o o k i ng t o 

a g g r e g a t e a l a r g e number o f c u s t o m e r s , y o u ' r e more 

l i k e l y t o do so i f you do i t on an o p t - o u t d e f a u l t 

b a s i s , r a t h e r t h a n i f you r e q u i r e a l l t h e 

i n d i v i d u a l c u s t o m e r s t o s i g n u p . 

But I do h a v e a c o n t i n u i ng c o n c e r n w i t h 

House B i l l 2 619 wi t h r e s p e c t t o t h e t i m i n g o f 

o p t - o u t a g g r e g a t i o n . T h a t i s , I t h i nk i t ' s 

i m p o r t a n t t o e n s u r e t h a t t h e e s t a b l i shment and t h e 

t i m i n g o f any o p t - o u t a g g r e g a t i o n p r o g r a m does n o t 

u n d e r m i n e t h e a b i l i t y o f o u r e x i s t i n g e l e c t r i c 

d i s t r i b u t i o n c o m p a n i e s t o p r o v i d e l e a s t - c o s t 

s e r v i c e t o t h e cus t o m e r s who do n o t p a r t i c i p a t e i n 

t h e a g g r e g a t i o n p r o g r a m s . 

No w , a s I s a i d e a r l i e r , u n d e r Ac t 1 2 9 

o f 200 8, we r e q u i r e o u r u t i l i t i e s t o a c q u i r e a m i x 

o f g e n e r a t i o n r e s o u r c e s t o p r o v i d e d e f a u l t s e r v i ce 

a t t h e l e a s t c o s t t o cus t o m e r s o v e r t i m e . Now, 

s i n c e A c t 12 9 was p a s s e d , we h a v e ha d a s e r i e s o f 

p r o c e e d i n g s b e f o r e t h e P u b l i c U t i l i t y Commiss i o n , 

c o m p l e x , d i f f i c u l t p r o c e e d i ngs , most o f w h i c h h a v e 

r e s u l t e d i n s e t t l e m e n t s , n e g o t i a t e d a g r e e m e n t s 



among a l l t h e p a r t i e s -- t h e c o n s umer a d v o c a t e s , 

t h e u t i l i t i e s , t h e r e t a i l s u p p l i e r s , t h e w h o l e s a l e 

s u p p l i e r s -- t h a t h a v e b e e n a p p r o v e d by t h e P u b l i c 

U t i l i t y Commiss i o n . 

And u n d e r t h o s e a g r e e m e n t s -- u n d e r 

t h o s e a g r e e m e n t s , t h e u t i l i t i e s a l r e a d y , as we 

s p e a k , a r e i n t h e p r o c e s s o f p u r c h a s i n g g e n e r a t i o n , 

e n t e r i ng i n t o c o n t r a c t s t o s e r v e t h e i r c us t o m e r s 

d u r i n g t h e p e r i od s t a r t i ng on J a n u a r y 1 , 2 0 1 1 . And 

i n mos t c a s e s , t h o s e d e f a u l t s e r v i c e p l ans r u n 

u n t i l J u n e 2013. So t h o s e p l a n s have a l r e a d y been 

a p p r o v e d . C o n t r a c t s h a v e a l r e a d y b e e n w r i t t e n and 

s i g n e d t o a c q u i r e power f o r c u s t o m e r s . 

Now, when t h o s e c o n t r a c t s were e n t e r e d 

i n t o , and n o t a l l o f them ha v e been e n t e r e d , some 

of them were c o n t i n u i ng o v e r t h e n e x t two y e a r s , 

b u t when t h o s e p l a n s were c r e a t e d , i t was -- t h e y 

were c r e a t e d u n d e r t h e e x i s t i n g l aw, A c t 1 2 9 o f 

200 8. The u t i l i t i es and t h e w h o l e s a l e g e n e r a t o r s 

who e n t e r e d i n t o t h e s e c o n t r a c t s were c e r t a i n l y 

aware t h a t c u s t o m e r s c o u l d s w i t c h f r o m t h e i r 

u t i l i t y a t any t i m e , and t h e y may l o s e cus t o m e r s o r 

g a i n c u s t o m e r s o v e r t h e p e r i o d o f t h a t two and a 

h a l f y e a r s . 

What t h e y d i d n ' t a n t i c i p a t e was t h a t 



d u r i n g t h a t t w o - a n d - a - h a l f - y e a r p e r i o d , e n t i r e 

m u n i c i p a l i t i es c o u l d be t a k e n o u t o f t h e s e r v i c e 

t e r r i t o r y en m a s s . T h a t c a n c r e a t e a p r o b l e m . 

I f -- i f t h e s e -- f o r t h e g e n e r a t o r , f o r t h e 

w h o l e s a l e g e n e r a t i o n , f o r t h e u t i l i t i e s , and 

u l t i m a t e l y f o r t h e c u s t o m e r s who h a v e t o pay t h e 

c o s t s , b e c a u s e i f t h o s e c o m p a n i e s h a v e a l r e a d y gone 

ou t t o a c q u i r e t h a t p o w e r , e n t e r e d i n t o c o n t r a c t s 

bas ed on t h e o l d l aw, and t h e n t h e r u l e s a r e 

c h a n g e d i n t h e m i d d l e o f t h i s d e f a u l t s e r v i c e p l a n , 

we c o u l d be t r e a t i ng t h o s e p e o p l e u n f a i r l y and 

r a i s i n g c o s t s t o c o n s u m e r s . 

So what I w o u l d s u g g e s t a t t h i s t i m e as 

what I t h i n k w o u l d b e , a t l eas t , a p a r t i a l s o l u t i o n 

t o t h i s p r o b l e m , w h i c h I t h i n k i s a v e r y s e r i ous 

c o n c e r n , i s t h a t t h e g e n e r a l a s s e m b l y c o u l d go 

f o r w a r d i m m e d i a t e l y w i t h t h e o p t - i n p r o v i s i o n s o f 

House B i l l 2 619 , b u t t o s t a t e t h a t t h e o p t - o u t 

p r o v i s i o n s , e v e n i f you want t o go f o r w a r d and 

a p p r o v e t h o s e p r o v i s i ons , t h a t t h e y w o u l d n o t be 

i m p l e m e n t e d by any c o m p a n i e s u n t i l t h e end o f t h e 

c u r r e n t d e f a u l t s e r v i c e p e r i o d , s o we w o u l d n ' t 

i n t e r r u p t or i n t e r f e r e w i t h t h e e x i s t i n g p l a n s . So 

t h a t you c o u l d s t a r t w o r k on t h e s e p l a n s p e r h a p s 

now b u t h a v e them t i m e d s u c h t h a t t h e y w o u l d b e g i n 



a t t h e b e g i n n i n g o f t h e n e x t d e f a u l t s e r v i c e 

p e r i o d . 

A t t h a t t i m e , t h e u t i l i t i e s and t h e 

w h o l e s a l e c o m p e t i t o r s , t h e w h o l e s a l e m a r k e t e r s , 

w o u l d know, w e l l , we have a number o f we have a 

number o f m u n i c i p a l i t i e s t h a t we d o n ' t h a v e t o 

s e r v e , so we won't w o r r y a b o u t t h e m , and t h e n 

y o u ' l l j u s t e n t e r i n t o c o n t r a c t s t o s e r v e t h e r e s t 

o f t h e c u s t o mer s . 

So my s u g g e s t i o n , r e s p e c t f u l l y , i s t h a t 

you go f o r w a r d . You c a n go f o r w a r d immedi a t e l y 

w i t h t h e o p t - i n a g g r e g a t i o n b u t n o t p e r m i t t h e 

o p t - o u t a g g r e g a t i o n t o o c c u r u n t i l t h e end o f t h e 

c u r r e n t d e f a u l t s e r v i c e p e r i o d , and t h e n t h e 

a g g r e g a t i ons w o u l d be t i med i n a way t h a t you c o u l d 

c o o r d i n a t e w i t h t h e u t i l i t y ' s d e f a u l t s e r v i c e 

p l a n s . 

One f i n a l p o i n t w h i c h I made a t t h e 

l a s t h e a r i n g as w e l l , i s , I t h i n k , t o t h e e x t e n t 

t h a t c o s t s a r e i n c u r r e d by a u t i l i t y t o c r e a t e 

t h e s e a g g r e g a t i on p r o g r a m s , t h e c o s t s s h o u l d be 

p a i d by t h e a g g r e g a t e , t h e m u n i c i p a l i t i es t h a t 

p a r t i c i p a t e i n t h e p r o g r a m s . Under t h e c u r r e n t 

l a w , u n d e r t h e c u r r e n t b i l l , t h o s e c o s t s w o u l d be 

s p r e a d t o a l l c u s t o m e r s , i n c l u d i n g c u s t o m e r s f r o m 



t h e m u n i c i p a l i t i e s who do n o t p a r t i c i p a t e . 

So w i t h t h a t , I ' l l c l ose my t e s t i mony. 

As a l w a y s I l o o k f o r w a r d t o w o r k i ng w i t h you and 

y o u r s t a f f as you go f o r w a r d w i t h t h i s i m p o r t a n t 

l e g i s l a t i o n . 

CHAIRMAN PRESTON: I t h i n k w h a t ' s 

i m p o r t a n t , t h a t you r a i s e a v a l i d p o i n t , b e c a u s e we 

a r e aware o f t h e d e f a u l t i s s u e . And some o f t h e 

s t a f f h e r e were d i s c u s s i ng i t v e r y much so 

yes t e r d a y , and when we go back t o d a y , w e ' l l be i n 

t h e c a r , d i s c u s s i n g i t j u s t as w e l l . Wanted t o 

r a i se t h a t t o y o u . 

You r a i s e d a g o o d i s s u e , b e c a u s e I know 

t h e r e was some i s s ue c o n c e r n i n g what -- t h e 

l a n g u a g e i n t h e r e a b o u t o p t i n . I p u t i t i n t h e r e 

a n y w a y . B e c a u s e o f t h e way o u r t o w n , t h o u s a n d s o f 

towns t h a t we have h e r e , I was t r y i n g t o i m a g i n e 

how l o n g i t w o u l d t a k e i f we u s e d o r p u t t h e w o r d s , 

so I d i d n ' t i n c l u d e t h e i s s ue o f r e f e r e n d u m b u t 

made s u r e t h a t t h e i s sue o f o r d i n a n c e and 

p u b l i c a t i on and p u b l i c m e e t i n g s . 

And I t h i nk one o f t h e t h i n g s t h a t , I 

g u e s s f o r t h e members o f t h e c o m m i t t e e and t o y o u r 

f e l low c o l l e a g u e , one o f t h e i s s u e s t h a t we l ook 

a t , a l l o f us have m u n i c i p a l i t i e s now t h a t a r e 



d o i ng e n e r g y s u r v e y s and l o o k i ng f o r a way t o be 

a b l e t o c u t t h e i r c o s t s and do t h e i r p l ans . One o f 

t h e t h i n g s i n c l uded i n a g g r e g a t i o n t h a t we c a n l ook 

at i s , t h e y w o u l d be a b l e t o move f r o m a p o o l , once 

t h e y come t o an a g r e e m e n t f o r t h e n e x t t h r e e y e a r s , 

f r o m a b u d g e t i tem o f what t h a t c o s t w o u l d b e , 

whi c h g i v e s t h e m , as we work w i t h t h i n g s , w h e t h e r 

i t h e a r t / l u n g o r o t h e r t h i n g s , b u t t h e y w o u l d know 

what t h e e l e c t r i c b i l l ' s g o i n g t o b e . And I t h i nk 

t h a t i s s o m e t h i ng t h a t o u r m u n i c i p a l i t i es ha v e been 

t r y i n g t o come a c r o s s w i t h w i t h o u t h a v i ng t o buy 

h e r e o r buy t h e r e o r l o o k h e r e o r l o o k t h e r e t h a t 

t h e y w o u l d be a b l e t o know and work f u r t h e r . 

So t h a t ' s one o f t h e t h i ngs I'm l o o k i n g 

a t , a way f r o m j u s t an i n d i v i d u a l c o n s u m e r , b e c a u s e 

I t h i n k we have t o t h i n k a b o u t t h e l o c a l 

m u n i c i p a l i t i e s , b u t I t h i n k a l l o f you -- I mean, I 

have a b o r o u g h w i t h o n l y t h r e e t h o u s and p e o p l e i n 

i t i n my d i s t r i c t . I h a v e a n o t h e r b o r o u g h t h a t i s 

n i n e t e e n t h o u s a n d p e o p l e . And I remember when we 

f i r s t h ad t h e h e a r i n g s -- and I want t o , a g a i n , 

commend y o u , b e c a u s e when we f i r s t h a d t h e h e a r i n g , 

I i n t e n t i o n a l l y h a d n o t e v e n i n t r o d u c e d t h e b i l l . 

You remember? We were d e a l i n g w i t h a c o n c e p t , 

b e c a u s e I w a n t e d t o h e a r f r o m p e o p l e . 



And we p u t a l o t o f i d e a s . T h e r e was 

g o i ng t o be some a d d i t i o n a l c h a n g e s . B u t I j u s t 

w a n t e d t o be a b l e t o r a i se t h a t t o y o u , b e c a u s e we 

d i d h e a r y o u , l o o k i n g a t t h e i s s u e , t h e o p t - i n 

i s s u e , t h a t ' s s t i l l i s an o p t i on t h a t a 

m u n i c i p a l i t y c a n d o , i f i t so c h o o s e . I know 

e v e r y b o d y ' s l o o k i n g a t t h e o p t - o u t a r e a , b e c a u s e 

t h a t g i v e s them a g u a r a n t e e d p o o l when t h e y f i r s t 

s t a r t . S o s t i l l l o o k i n g a t i t . 

S o m e t i mes you a l m o s t wonder i f -- we 

have s ome towns t h a t o n l y hav e a h u n d r e d f i f t y 

p e o p l e . I f t h e y h a p p e n -- you know, i t i s a 

q u e s t i on t h a t i s -- one town o n l y h a s o p t - i n , w a n t s 

t o do an o p t - i n o r d i n a n c e and t e n towns a r o u n d want 

t o do an o p t - o u t , and t h e y a l l n e e d p a r t o f t h a t . 

So maybe t h a t one town o n l y as a r a t e , maybe t h e 

b o r o u g h may be b i g and may have -- you know, make 

money f r o m a p l a n t . Can t h e y do t h a t ? T h a t ' s 

s o m e t h i n g e l se t o be a b l e t o l ook a t j u s t as w e l l , 

w h i c h I h a v e n ' t t h o u g h t a b o u t . 

B u t I a p p r e c i a t e , t h a n k you f o r y o u r 

c o m m e n t s . 

Q u e s t i o n s ? 

T ha nk y o u ve r y much. 

M r . C h a i r m a n , a l w a y s . 



REP. GODSHALL: Thank y o u , 

M r . C h a i r m a n . 

You know, y o u r comment on page two: 

At t h e same t i m e , I b e l i eve t h a t m u n i c i p a l 

a g g r e g a t i on s h o u l d be es t a b l i s hed i n a manner t h a t 

c o m p l e m e n t s t h e e x i s t i n g c h o i c e s f o r e l e c t r i c 

c u s t o m e r s u n d e r A c t 129 and does n o t i n c r e a s e t h e 

co s t s f o r t h e c u s t o m e r s who do n o t p a r t i c i p a t e i n 

m u n i c i p a l a g g r e g a t i o n p r o g r a m s . 

How w o u l d you go a b o u t d o i n g t h a t ? 

MR. POPOWSKY: I t h i n k t h e k e y i s 

t i m i n g . 

R E P . GODS HALL: P a r d o n . I'm s o r r y . 

MR. POPOWSKY: The k e y i s t i m i n g . I f , 

l e t ' s s a y -- i f we h a d p a s s ed t h i s b i l l a y e a r a g o , 

we c o u l d h a v e h a d -- as p a r t o f d e f a u l t s e r v i ce 

p l a n , we w o u l d h a v e -- we w o u l d have -- we w o u l d 

h a v e known t h a t t h e r e was a l s o c e r t a i n 

m u n i c i p a l i t i es t h a t w o u l d n o t have t o be s e r v e d , 

a n d , t h e r e f o r e , t h e u t i l i t y ' s p l a n w o u l d have t a k e n 

t h a t i n t o a c c o u n t . 

The same t h i ng c a n happen i n J u n e 

201 3. I f , b e f o r e we have t h e n e x t r o u n d o f 

p r o c e e d i n g s where we e s t a b l i s h e d t h e d e f a u l t 

s e r v i c e p l a n , i f we know t h a t t h e r e a r e g o i n g t o be 



m u n i c i p a l a g g r e g a t i o n p l ans , l e t ' s s a y , i f y o u ' r e 

-- i f y o u ' r e P P L , and you know t h a t A l l entown and 

S c r a n t o n a r e g o i n g t o be s e r v e d by a m u n i c i p a l 

a g g r e g a t o r s b u t t h a t H a r r i s b u r g and W i l k e s - B a r r e 

a r e n o t , you w o u l d d e v e l op a p l a n t o s e r v e t h e 

d e f a u l t s e r v i c e c u s t o m e r s f o r y o u r r e m a i n i ng 

c u s t o m e r s , b u t you w o u l d n ' t i n c l u d e t h e c u s t o m e r s 

who a r e p a r t o f t h e d e f a u l t s e r v i ce p l a n as p a r t o f 

y o u r o v e r a l l as s u m p t i on o f what c u s t o m e r s y o u ' r e 

g o i ng t o s e r v e . 

So t i m i n g , t o me, i s c r i t i c a l . T h a t ' s 

how I t h i nk i t c o u l d be d o n e . 

R E P . GODS HALL: You know, I a l so -¬

w o n d e r i n g a b o u t y o u r comments p e r t a i n i n g t o A c t 129 

and t h e r e q u i r e m e n t s o f A c t 1 2 9 . I t ' s g o i ng t o be 

a m onumental t a s k t o -- i f you d o n ' t know what 

e l e c t r i c c u s t o m e r s y o u ' v e g o t , you know, most -¬

you know, most o f t h a t -- t h o s e a l t e r n a t i v e e n e r g y 

c r e d i t s a r e b o u g h t i n a d v a n c e , f o r n o t k n o w i n g what 

y o u r b a s e i s g o i n g t o b e . 

MR. POPOWSKY: I t h i n k one way we've 

d e a l t w i t h t h a t , and I t h i n k i t ' s a good p o i n t , i s 

some u t i l i t i es h a v e a c t u a l l y t a k e n i t -- h a v e 

s u g g e s t e d t h a t t h e y w o u l d a c q u i r e a l t e r n a t i v e 

e n e r g y c r e d i t s f o r -- e v e n on b e h a l f o f t h e 



c o m p e t i t i ve s u p p l i e r s as w e l l . T h a t ' s one way t o 

a d d r e s s t h e a l t e r n a t i ve e n e r g y c r e d i t s . 

B u t -- b u t e v e n w i t h A c t 1 2 9 , I mean, 

we know t h a t some c u s t o m e r s a r e g o i n g t o s h o p . We 

d o n ' t know how many. We know -- and t h a t t h e 

g e n e r a t o r s , t h e m a r k e t e r s and t h e u t i l i t i e s , c a n 

t a k e t h a t i n t o a c c o u n t , b u t what t h e y n e v e r t o o k 

i n t o a c c o u n t was t h e p o s s i b i l i t y t h a t , l e t ' s s a y 

y o u r PECO, and s u d d e n l y -- and you go o u t and e n t e r 

i n t o a l l t h e s e c o n t r a c t s t o s e r v e a l l y o u r 

c u s t o m e r s , and s u d d e n l y t h e c i t y o f P h i l a d e l p h i a 

d e c i d e s , Wel l , we d o n ' t want y o u r s e r v i ce any m o r e . 

What a r e g o i ng t o do a t t h a t p o i n t ? Or i f y o u ' r e 

Duques ne and t h e c i t y o f P i t t s b u r g h moves o u t . 

So a l l I 'm s a y i ng i s , i f you know -- i f 

you -- i f you t i m e t h e s e p r o g r a m s so t h a t i f t h e 

c i t y o f P h i l a d e l p h i a s a y s , H e y , we're g o i n g t o do 

m u n i c i p a l a g g r e g a t i o n , t h e n t h e n e x t PECO p l a n i s 

g o i ng t o l o o k a l o t d i f f e r e n t f r o m t h e l a s t PECO 

p l a n b e c a u s e t h e y w i l l o n l y be -- t h e y w i l l know 

t h a t t h e r e ' s a a g g r e g a t o r t h a t i s g o i n g t o s e r v e 

t h e b u l k o f t h e p e o p l e i n P h i l a d e l p h i a . 

B u t y o u ' r e r i g h t , a l t e r n a t i ve e n e r g y 

c r e d i t s a r e a c o m p l i c a t i ng f a c t o r as w e l l . And one 

way t o a d d r e s s t h a t i s t o hav e u t i l i t y d e f a u l t 



s u p p l i e r a c q u i r e t h e c r e d i t s and t h e n c h a r g e t h e 

m a r k e t e r s f o r t h e i r s h a r e o f t h e c r e d i t s . 

R E P . GODS HALL: Thank you v e r y much. I 

a p p r e c i a t e y o u r comments . 

CHAIRMAN PRESTON: R e p . B e y e r . 

REP. BEYER: J u s t r e a l l y q u i c k l y , so 

y o u ' r e s a y i n g t i m i n g . A r e you s u g g e s t i ng t h e n a 

p h a s e i n o f t h e a g g r e g a t i o n p r o g r a m a c r o s s t h e 

s t a t e ? I s t h a t what y o u ' r e s u g g e s t i n g , b a s e d on as 

t h e r a t e c a p s c ome o f f ? 

MR. POPOWSKY: The r a t e c a p s w i l l a l l 

be o f f as o f J a n u a r y 1, 2 0 1 1 . What's i n t e r e s t i n g 

i s t h a t , I t h i n k a l l -- I t h i n k v i r t u a l l y a l l o f 

t h e d e f a u l t s e r v i c e p l a n s t h a t we h a v e f o r a l l o f 

t h e m a j o r u t i l i t i e s , t h e m a j o r u t i l i t i e s , e x t e n d 

u n t i l J u n e o f 2013. The r e a s o n you p i c k J u n e i s 

b e c a u s e t h a t ' s t h e end o f t h e -- what we c a l l t h e 

PJM y e a r , w h i c h i s -- o u r w h o l e s a l e m a r k e t r u n s 

f r o m J u n e t o J u n e . S o a l l o f t h e -- t h e c u r r e n t 

p l a n s r u n t i l l J u n e 2 013 , s o t h a t w o u l d be t h e 

o p p o r t u n e t i me t o b e g i n t h e a c t u a l i mpl e m e n t a t i o n 

of a muni c i p a l a g g r e g a t i on p r o g r a m . 

I mean, you c o u l d b e g i n t o do t h e work 

a l m o s t -- you know, you c o u l d b e g i n n e x t y e a r , i f 

you w a n t , t o s t a r t d e v e l o p i ng t h e s e p r o g r a m s , b u t 



you w o u l d n ' t i m p l e m e n t them u n t i l J u n e o f 201 3. 

From t h e n o n , I t h i n k , i d e a l l y , you w o u l d want t h e 

m u n i c i p a l a g g r e g a t i o n p l ans t o be t h e s ame l e n g t h 

as t h e d e f a u l t s e r v i c e p l a n s , so t h a t e v e r y two or 

t h r e e y e a r s , I t h i n k , i d e a l l y , you w o u l d want b o t h 

o f t h e s e o p p o r t u n i t i e s t o k i c k i n a t t h e s ame t i me. 

R E P . BEYER: Thank y o u . 

Thank y o u , Mr. C h a i r m a n . 

CHAIRMAN PRESTON: Thank y o u . And 

remember, as I s a i d, c u r r e n t l y u n d e r t h e -- i n t h e 

l e g i s l a t i on, i t ' s t h r e e y e a r s . I t does n ' t mean 

t h a t s omeone c a n ' t do one, two, t h r e e y e a r s . And 

I'm t h i n k i n g a b o u t c h a n g i n g t h e l anguage i n t h e 

amendment t o make i t f i v e y e a r s , b u t i t d o e s n ' t 

mean, a g a i n , t h a t t h e y c o u l d n ' t do two y e a r s , t h r e e 

y e a r s , f o u r y e a r s . 

And l e t ' s a l so remember, i t ' s t h e 

p e o p l e who e l e c t t h e e l e c t e d o f f i c i a l who a r e g o i n g 

t o do t h e o r d i n a n c e . Okay? 

So R e p . R e i c h l e y . 

R E P . REICHLEY: Thank y o u , 

M r . C h a i r m a n . 

J u s t r e a l b r i e f , and I a p o l o g i z e i f 

t h i s was c o v e r e d . Has t h i s k i nd o f s y s tem been 

i m p l e m e n t e d a n ywhere e l s e i n any o t h e r s t a t e o r 



e v e n i n a n o t h e r f i e l d o t h e r t h a n m u n i c i p a l e l e c t r i c 

a g g r e g a t i o n ? 

MR. POPOWSKY: Yes . Th e y ' v e h a d , I 

t h i nk, v e r y s u c c e s s f u l muni c i p a l a g g r e g a t i on 

p r o g r a m s i n O h i o and i n Mas s a c h u s e t t s . 

R E P . REICHLEY: How l ong h a v e t h o s e 

b een i n e f f e c t ? 

MR. POPOWSKY: We a r e g o i n g t o h e a r 

f r o m — 

RE P . REICHLEY: Oh, o k a y . 

MR. POPOWSKY: The o n l y t h i ng I w o u l d 

say i s , one o f t h e b e n e f i t s o f what t h e y d i d i n 

Ohi o i s t h a t , I t h i n k t h a t m u n i c i p a l a g g r e g a t i o n 

was s o r t o f i n t h e r e r i g h t f r o m t h e b e g i n n i n g . I t 

was s o r t o f b u i l t r i g h t i n t o t h e c o m p e t i t i on a c t i n 

t h e b e g i n n i n g , and a l l I'm s a y i n g i s , i f y o u ' r e 

g o i ng t o s t a r t a p r o g r a m l i ke t h a t , you want t o 

make s u r e you s t a r t i t a t t h e r i g h t t i m e . And i n 

PA, I t h i nk t h a t w o u l d p r o b a b l y be when o u r n e x t 

d e f a u l t s e r v i c e p l ans k i ck i n . 

R E P . REICHLEY: O k a y . Thank y o u . 

CHAIRMAN PRESTON: Thank y o u . 

You know, I h e a r what y o u ' r e s a y i ng so 

t h a t e v e r y -- what y o u ' r e s a y i ng so t h a t e v e r y b o d y 

w o u l d h a v e t o be a t t h e -- ev e n p l a y i n g f i e l d a t a 



p a r t i c u l a r t i m e i n r e s p e c t i ve a r e a s i n a l l p h a s e s . 

MR. POPOWSKY: R i g h t . 

CHAIRMAN PRESTON: Thank y o u . 

A p p r e c i a t e i t . 

MR. POPOWSKY: Thank you v e r y much. 

CHAIRMAN PRESTON: N e x t we have R o b e r t 

B a r k a n i c , s e n i o r d i r e c t o r , e n e r g y p o l i c y , PPL 

E n e r g y P l u s . 

I ' l l s ay t h i s now, b e c a u s e -- g i v e s ome 

p e o p l e some t i m e and t h o u g h t , as we g e t more t o t h e 

d i s t r i b u t i o n c o m p a n i e s i n a mi n u t e . I have e v e r y 

i n t e n t i o n t h a t we w i l l -- f o r our commi t t e e m e e t i n g 

on T u e s d a y , t h a t t h i s b i l l w i l l be add e d t o t h e 

c a l e n d a r , so t h a t I w o u l d -- p e o p l e , t o d a y , s t a r t 

t h i n k i ng a b o u t any t h o u g h t s you may have a b o u t --

r e l a t i v e t o t h a t , b e c a u s e I have e v e r y i n t e n t i o n s 

t h a t we w i l l vo t e on t h i s . 

REP . BEYER: Do we have an amendment 

p r e p a r e d t h e n ? 

CHAIRMAN PRESTON: Amendment p r e p a r e d , 

s t a f f t a l k e d t o e a c h c a u c u s . I want t o be a b l e t o 

d e a l w i t h t h i s . T h i s i s t h e t h i r d o f a s e r i e s 

b e i ng c o n s i d e r e d . And I t h i n k b e f o r e y o u , on t h e 

c o m m i t t e e , I h a d an open m e e t i ng, as you h e a r d me 

say e a r l i e r . I d i d n ' t e v e n i n t r o d u c e t h e b i l l . We 



w a n t e d t o t a l k a b o u t a g g r e g a t i on, so I c o u l d h e a r 

e v e r y b o d y ' s o p i n i o n . So t h e y w e r e n ' t t a l k i n g a b o u t 

what was i n t h e b i l l , what was n o t i n t h e b i l l , 

what w o u l d be i n c l u d e d o r n o t . 

We h a v e c o n t i n u e d t o s t a r t h e a r i n g s . 

y o u ' r e a l r e a d y h e a r i n g s ome c h a n g e s t h a t a r e g o i ng 

t o be h a p p e n i n g . As I s a i d , g o i n g t o h e a r f r o m 

e v e r y b o d y how t h e y f e e l a b o u t t h e t h r e e y e a r s , f i v e 

y e a r s , t h e i s s u e e s s e n t i a l l y a b o u t s mal l b u s i nes s 

as we c a n l o ok a t t h i s . 

W e ' l l -- w e ' l l l o o k a t i s s u e o f s ome o f 

t h e s c h o o l d i s t r i c t s . T h e r e h a v e been t a l k s a b o u t 

w h e t h e r o r n o t t h e s c h o o l d i s t r i c t s w o u l d want 

t h a t , b e c a u s e c u r r e n t l y r i g h t now t h e y ' r e s a y i n g 

t h e y a l r e a d y do i t and n e g o t i a t e as a b u l k w i t h 

some o f t h e t h i ngs . And as you h e a r d t h e consumer 

a d v o c a t e , t h i s i s k i n d o f l i k e a t h i r d p r o c e s s i n 

c h o i c e , s o we a r e c r e a t i ng e v e n more c o m p e t i t i o n . 

And I w a n t e d t o s a y t h a t , as we w o u l d a l s o h e a r 

e v e n t u a l l y f r o m t h e C h a i rman o f t h e PUC, as we l ook 

a t t h i s t o o f o r consumer i s s u e s . 

S e t ? Okay? 

How you d o i n g t o d a y ? 

MR. BARKANIC: V e r y w e l l , t h a n k y o u . 

C h a i r m a n P r e s t o n , C h a i r m a n G o d s h a l l , 



members and s t a f f o f t h e commi t t e e , good m o r n i n g , 

and t h a n k you f o r h o l d i n g t h i s h e a r i ng on t h e 

i m p o r t a n t t o p i c o f m u n i c i p a l a g g r e g a t i o n . 

My name i s Bob B a r k a n i c , and I 'm s e n i o r 

d i r e c t o r o f e n e r g y p o l i c y f o r PPL E n e r g y P l u s i n 

A l l e n t o w n . And i t ' s a g r e a t h o n o r f o r me t o be 

t e s t i f y i n g on b e h a l f o f t h e PPL E n e r g y P l u s . 

PPL E n e r g y P l u s i s t h e c o m p e t i t i v e 

W h oles a l e and r e t a i l s u p p l i e r o f e l e c t r i c i t y and 

n a t u r a l g a s . We a r e a s ubs i d i a r y o f PPL 

C o r p o r a t i on b u t n o t t h e same company as PPL 

E l e c t r i c U t i l i t i e s , w h i c h i s t h e r e g u l a t e d p u b l i c 

u t i l i t y t h a t p r o v i d e s e l e c t r i c d e l i v e r y s e r v i ce i n 

t w e n t y - n i ne c o u n t i es i n n o r t h e a s t e r n and c e n t r a l 

PA. 

CHAIRMAN PRESTON: I u n d e r s t a n d i t . 

T h e r e ' s a l o t o f c l a r i f i c a t i o n , a l o t o f p e o p l e 

d o n ' t e v e n u n d e r s t a n d i t . And I t h i nk, some o f 

c o n v e r s a t i o n t h a t we're h e a r i n g h e r e , I t h i n k we 

w i l l be h e a r i n g i n t h e n e a r f u t u r e s ome o f t h e s ame 

p h r a s e o l o g y f r o m o t h e r d i f f e r e n t c o m p a n i e s i n t h e 

n e a r f u t u r e . 

MR. BARKANIC: T h e r e i s s t r o n g e v i d e n c e 

t o show t h a t e l e c t r i c c h o i c e s o p e n e d new 

o p p o r t u n i t i e s f o r PA c o n s u m e r s . A c c o r d i n g t o 



P u b l i c U t i l i t y Commis s i o n ' s w e b s i t e , 

P A p o w e r s w i t c h . c o m , a w e b s i t e we w o u l d e n c o u r a g e a l l 

c o n s u m e r s t o e x p l o r e , n e a r l y s i x h u n d r e d s e v e n t y -

f i v e t h o u s a n d c o n s umers and b u s i n e s s es h a v e c h o s en 

a l t e r n a t i v e e l e c t r i c i t y s u p p l i e r s . 

I n t h e t e r r i t o r i e s s e r v e d by PPL 

E l e c t r i c U t i l i t i e s , more t h a n f o u r h u n d r e d e i g h t y 

t h o u s a n d c u s t o m e r s h a v e s h o p p e d s i n c e g e n e r a t i o n 

r a t e c a p s e x p i r e d a t t h e end o f 2009. And 

t w o - t h i r d s o f t h e e l e c t r i c i t y d e l i v e r e d by PPL 

E l e c t r i c U t i l i t i e s i s f r o m a l t e r n a t i v e s u p p l i e r s . 

As g e n e r a t i o n r a t e c a p s e x p i r e s i n 

o t h e r m a r k e t s a t t h e end o f t h i s y e a r , s p e c i f i c a l l y 

PECO, M e t - E d , P e n e l e c , and A l l e g h eny, m i l l i o n s more 

P e n n s y l v a n i a n s w i l l be a b l e t o c h o o s e c o m p e t i t i v e l y 

p r i c e d e l e c t r i c s u p p l y . 

House B i l l 2619 c o n t a i n s p r o v i s i o n s 

t h a t w o u l d e x t e n d t h e b e n e f i t s o f c o m p e t i t i o n t o an 

e v e n g r e a t e r number o f r e s i d e n t i a l and bus i n e s s 

c u s t o m e r s a c r o s s t h e C ommonwealth. 

PPL E n e r g y P l u s s u p p o r t s t h e c o n c e p t o f 

a l l owi ng m u n i c i p a l i t i es t o buy power as an 

a g g r e g a t o r f o r t h e i r r e s i d e n t s and b u s i nes s e s . 

M u n i c i p a l a g g r e g a t i o n w o u l d e n a b l e c o m p e t i t i v e 

e l e c t r i c s u p p l i e r s t o work w i t h muni c i p a l i t i e s t o 



p r o v i d e a l t e r n a t i v e s u p p l y o p t i o n s f o r c u s t o m e r s 

who may n o t h a v e , f o r w h a t e v e r r e a s o n , s e l e c t e d 

t h e i r own s u p p l i e r . 

House B i l l 2 619 r e p r e s e n t s an e f f e c t i v e 

way t o o v ercome consumer i n e r t i a and g i ve c o n s u m e r s 

a t h i r d o p t i on, as M r . P opowsky m e n t i o n e d , a l ong 

w i t h c h o o s i n g an a l t e r n a t i v e s u p p l i e r on t h e i r own 

or a c c e p t i n g d e f a u l t s u p p l y f r o m t h e i r l o c a l 

u t i l i t y . 

M u n i c i p a l a g g r e g a t i o n s u p p o r t s a r o b u s t 

c o m p e t i t i ve m a r k e t by r e d u c i n g c u s t o m e r a c q u i s i t i o n 

c o s t s , w h i c h mi g h t o t h e r w i s e p r e s e n t an o b s t a c l e 

f o r s u p p l i e r s t o e n t e r i n t h e PA m a r k e t . The g o a l 

o f m u n i c i p a l a g g r e g a t i o n s h o u l d be t o b e g e t t h e 

b e s t p o s s i b l e c o m b i n a t i o n o f p r i c e and s e r v i c e f o r 

c o n s u m e r s . 

PPL E n e r g y P l u s b e l i e v e s t h a t t h e r e 

mus t be c o m p l e t e t r a n s p a r e n c y i n t h e p r o c e s s 

m u n i c i p a l i t i es use t o s e l e c t an e l e c t r i c i t y 

s u p p l i e r . Hous e B i l l 26 19 i n c l u d e s a t r a n s p a r e n t 

p r o c u r e m e n t p r o c e s s w i t h PUC o v e r s i g h t , w h i c h PPL 

E n e r g y P l us s u p p o r t s . 

An i s s ue we h a v e w i t h t h e l e g i s l a t i o n 

as d r a f t e d i s t h e l i m i t on bus i n e s s p a r t i c i p a t i o n 

i n m u n i c i p a l i t y a g g r e g a t i o n , t h e v e r y q u e s t i o n t h a t 



you as k e d , M r . C h a i r m a n . The b i l l w o u l d n o t a l l ow 

s m a l l bus i n e s s e s w i t h a maximum peak demand o f more 

t h a n t w e n t y - f i v e k i l o w a t t s t o t a k e a d v a n t a g e o f t h e 

m u n i c i p a l a g g r e g a t i o n o p t i o n . I n c r e a s i ng peak 

demand l i m i t t o f i ve h u n d r e d k i l o w a t t s w i l l g i v e 

many more s m a l l and medi u m - s i z e b u s i nes s e s an 

o p p o r t u n i t y t o b e n e f i t f r o m t h i s new c o m p e t i t i v e 

o p t i o n f o r t h e i r s u p p l y . A l a r g e r l i m i t w i l l 

i n c l u d e more r e s t a u r a n t s , r e t a i l s t o r e s , and o t h e r 

bus i n e s s e s t h a t c o u l d r e d u c e t h e i r b u s i nes s c o s t s 

w i t h an a l t e r n a t i v e e l e c t r i c i t y s u p p l i e r . 

We a l s o e n c o u r a g e t h e commi t t e e t o 

r e s i s t l a n g u a g e i n t h e b i l l t h a t d i c t a t e s t e r m s and 

c o n d i t i o n s i n muni c i p a l a g g r e g a t i on s u p p l y 

c o n t r a c t s . C o m p e t i t i ve s u p p l i e r s t h a t e n t e r i n t o 

a g g r e g a t i on c o n t r a c t s wi t h m u n i c i p a l i t i es s h o u l d 

u n d e r s t a n d and a c c e p t t h e r i s k s i n h e r e n t i n s u c h 

c o n t r a c t s . 

E f f o r t s t o l e g i s l a t i v e l y mi t i g a t e r i s k s 

t o s u p p l i e r s c o u l d r e s u l t u l t i m a t e l y i n h i g h e r 

c o s t s and f e e s f o r c o n s u m e r s and w o u l d n o t a d v a n c e 

c o m p e t i t i ve m a r k e t s . 

PPL E n e r g y P l u s a p p r e c i a t e s t h e work o f 

t h e commi t t e e i n s u p p o r t i n g t h e g r o w t h o f e l e c t r i c 

c o m p e t i t i on i n t h e commonwealth and e x p l o r i n g i d e a s 



t o a d v a n c e o p p o r t u n i t i e s c r e a t e d by e l e c t r i c 

c h o i c e . M u n i c i p a l a g g r e g a t i o n , done r i g h t , 

r e p r e s e n t s one more o p t i on f o r r e s i d e n t s and 

bus i n e s s e s t o b e n e f i t f r o m e l e c t r i c c h o i c e . 

Once a g a i n, t h a n k you f o r t h e 

o p p o r t u n i t y t o speak w i t h you t o d a y , and I w o u l d be 

happy t o ans wer any q u e s t i o n s . 

CHAIRMAN PRESTON: R e p . B e y e r . 

REP. BEYER: Thank y o u , Mr. C h a i r m a n . 

Good m o r n i n g . 

MR. BARKANIC: Good m o r n i n g . 

R E P . BEYER: L o v e , l o v e , l o v e , l o v e 

i t . L o v e t h e f i v e h u n d r e d k i l o w a t t . I t h i n k i t ' s 

g r e a t . 

What l anguage i s i n h e r e , i n t h e b i l l , 

maybe you c a n p o i n t i t t o me, t h a t b e n e f i t s t h e 

s u p p l i e r ? Can you s p e c i f i c a l l y d i r e c t me t o i t ? 

You make a p o i n t t h a t we s h o u l d r e s i s t -- w a i t a 

s e c o n d h e r e . We s h o u l d r e s i s t l a n g u a g e t h a t -- I'm 

s o r r y . I ' v e now l o s t i t . 

Do you know what I 'm r e f e r r i n g t o ? 

MR. BARKANIC: I b e l i eve s o . 

RE P . BEYER: Can you j u s t e l a b o r a t e on 

t h a t ? 

MR. BARKANIC: T h e r e m i g h t be 



amendments i n t r o d u c e d t o t r y t o d i c t a t e t e r m s and 

c o n d i t i o n s t h a t w o u l d be b e t t e r n e g o t i a t e d , as t h e 

C h a i r m a n e v e n s a i d -¬

R E P . BEYER: A t t h e muni c i p a l l e v e l . 

MR. BARKANIC: A t t h e m u n i c i p a l l e v e l . 

So i f a s u p p l i e r w a n t s t o h a v e a t e r m i n a t i on f e e , 

t h a t ' s t h e i r c h o i c e . Me, as a c o m p e t i t i v e 

s u p p l i e r , I m i g h t n o t want t o h a v e a t e r m i n a t i o n 

f e e , and t h a t w o u l d a l l o w me t o h a v e a c o m p e t i t i ve 

a d v a n t a g e . 

So we d o n ' t t h i nk t h a t t h e b i l l s h o u l d 

l i m i t t h e c h o i c e s t h a t t h e m u n i c i p a l i t y c a n g a i n i n 

n e g o t i a t i o n s . 

R E P . BEYER: And t h e n y o u ' r e a l s o 

s u g g e s t i n g t h a t t h e r e s h o u l d n ' t be any t i m e l i m i t 

a t a l l e i t h e r , s a y f i ve y e a r s or t h r e e y e a r s or -¬

MR. BARKANIC: Y e a h . I t h i nk t h e i d e a 

t h a t M r . Popows ky m e n t i o n e d a b o u t c o o r d i n a t i n g them 

w i t h t h e d e f a u l t s u p p l y c o n t r a c t s i s a good o n e . I 

d o n ' t -- b u t , a g a i n, I t h i n k t h e m u n i c i p a l i t i es 

s h o u l d h a v e t h e r i g h t t o n e g o t i a t e t h a t . I f t h e y 

can n e g o t i a t e a l o n g e r o r s h o r t e r d e a l and g e t a 

b e t t e r p r i c e , more power t o t h e m . 

REP . BEYER: T h a t ' s i t , M r . C h a i r m a n . 

Thank y o u . 



CHAIRMAN PRESTON: Rep. E l l i s . 

R E P . E L L I S: Thank y o u , M r . C h a i r m a n . 

J u s t r e a l q u i c k l y , on t h e s mal l 

bus i n e s s e s . What -- what w o u l d be t h e e f f e c t o f 

i n c l u s i o n g o i n g f r o m t w e n t y - f i ve t o f i v e h u n d r e d ? 

What k i n d o f c o m p a n i e s a r e we now t a l k i ng a b o u t ? I 

mean, you s a i d r e s t a u r a n t s . 

MR. BARKANIC: T h e r e ' s -- I know one i n 

p a r t i c u l a r , a d o c t o r ' s o f f i c e , t h a t has n o t b e e n 

a b l e t o g e t any s u p p l i e r s t o -- t o p r o v i d e o f f e r s 

f o r them b e c a u s e t h e y ' r e n o t q u i t e b i g enough t o be 

a l a r g e i n d u s t r i a l and t h e i r n o t -- c e r t a i n l y n o t a 

s m a l l o r r e s i d e n t i a l c u s t o m e r . 

So a d o c t o r ' s o f f i ce w o u l d be t h a t w a y . 

You know, gyms, b u t l a r g e r r e s t a u r a n t s as w e l l . 

R E P . E L L I S: So a t f i ve h u n d r e d 

k i l o w a t t s , t h a t w o u l d b a s i c a l l y t a k e e v e r y b o d y up 

u n t i l t h e y ' r e c o n s i d e r e d a l a r g e . 

MR. BARKANIC: And i t ' s n o t as b l ack 

and w h i t e as t h a t . They o v e r l a p . 

But when you l o o k a t t h e number o f 

p e o p l e who -- t h e r e s i d e n t s who h a v e s h o p p e d , t h o s e 

numbers a r e f a i r l y s o l i d i n t h e 32 p e r c e n t i n PPL 

E l e c t r i c U t i l i t y s e r v i c e t e r r i t o r y . T h i s w o u l d 

h e l p them t r e m e n d o u s l y . 



The l a r g e i n d u s t r i a l s have 95 p e r c e n t , 

94 p e r c e n t o f t h a t l o a d has a l r e a d y s w i t c h e d i n PPL 

s e r v i c e t e r r i t o r y . T he one t h a t see ms t o be 

m i s s i n g i s t h a t mi d d l e p i e c e 

R E P . E L L I S: O k a y . Thank you v e r y 

much. 

CHAIRMAN PRESTON: F o r e x a m p l e , I h a v e 

a company i n my a r e a t h a t d oes n o t h i ng b u t s h a r p e n 

k n i v e s , s o t h e m a c h i n e s a r e g o i n g a l l t h e t i m e , b u t 

i t ' s n o t a h e a v y -- i t i s n o t 220 . I t ' s r e g u l a r 

110 l i n e , b u t t h e y ' r e a l ways g o i n g , b u t k i nd o f 

i n c l u d e s a l o t o f them and t h a t ' s what we c a n l o o k 

a t . 

R E P . E L L I S: M r . C h a i r m a n , I was j u s t 

r e a l l y s e e i n g i f c a r d e a l e r s h i ps w o u l d be c o v e r e d 

u n d e r t h a t . 

CHAIRMAN PRESTON: Depends on how b i g . 

R E P . E L L I S: F o r i n s t a n c e , a o n e - a c r e 

c a r l o t w i t h s e v e n t y , you know, b r a n d - n e w c a r s and 

f o r t y u s e d c a r s l i ke t h e r e may be i n B u t l e r , P A , a 

f r i end o f mi n e , b r o t h e r , may p a r t i c i p a t e i n . I 'm 

c u r i o u s i f he w o u l d be a b l e p a r t i c i p a t e . 

Tha t ' s a l l . 

CHAIRMAN PRESTON: Any o t h e r 

q u e s t i o n s ? 



T h e r e b e i ng n o n e , t h a n k you v e r y much. 

We a r e g o i n g t o i n v i t e t h e c h a i r m a n o f 

t h e PUC t o come f o r w a r d , b u t what I ' d l i k e t o do i s 

f i r s t t o g i v e t h e s t e n o g r a p h e r j u s t a l i t t l e b r e a k , 

so we're g o i ng t o t a k e a -- I want e v e r y b o d y t o 

h e a r t h i s -- a f o u r - m i n u t e b r e a k . F o u r - m i n u t e 

b r e a k . S o, r u n now. F o u r m i n u t e s . O k a y . 

( W h e r e u p o n , a b r i e f b r e a k was t a k e n . ) 

CHAIRMAN PRESTON: I w a n t e d t o do t h i s 

w hi l e s h e ' s n o t h e r e . When she comes i n , I'm g o i n g 

t o a n n o u n c e i t . I t ' s G a i l ' s b i r t h d a y . So t h i s 

w o r k s o u t ev e n b e t t e r . I a l w a y s l i k e t o s u r p r i s e 

p e o p l e . 

N e x t p e r s on t o t e s t i f y i s t h e c h a i r m a n 

o f t h e P u b l i c U t i l i t y Commi s s i o n , M r . James H. 

C a w l e y . 

Thank you v e r y much f o r c o m i n g , 

M r . C h a i r m a n . We r e a l l y a p p r e c i a t e you s p e n d i n g 

t h e t i me h e r e and c o m i n g t o B e t h l ehem t o go o v e r 

t h i s i s s u e . I t h i nk y o u ' v e h a d a c h a n c e t o h e a r 

some o f t h e c o n v e r s a t i o n j u s t as w e l l and we l o o k 

f o r w a r d t o h e a r i n g y o u r t e s t i m o n y . 

MR. CAWLEY: Thank y o u , C h a i r m a n 

P r e s t o n and C h a i r m a n G o d s h a l l and members o f t h e 

com m i t t e e . 



I t i s a g e n u i n e p l eas u r e t o be h e r e 

wi t h you -¬

CHAIRMAN PRESTON: P u l l t h a t c l o s e r . 

MR. CAWLEY: To be h e r e w i t h y o u , and 

t o d i s c u s s House B i l l 2619. 

I 'm n o t m e r e l y g i v i n g you l i p s e r v i c e 

when I co m p l i m e n t t h e s p o n s o r s o f t h e b i l l and t h i s 

c o m m i t t e e f o r r o l l i n g up i t s s l e e v e s on t h i s 

i s s u e . We e a t and s l eep t h i s s o r t o f t h i n g e v e r y 

d a y , and i t ' s -- i t ' s a g e n u i n e p l e a s u r e t o hav e an 

o v e r s i g h t commi t t e e t h a t t a k e s t h e t i m e t o e d u c a t e 

i t s e l f . And t h i s b i l l s hows t h e -- t h e f r u i t s o f 

y o u r l a b o r s . 

I h a v e gone o v e r t h i s b i l l w i t h a f i ne 

t o o t h comb, and as an o l d l e g i s l a t i v e s t a f f e r , I 

a p p r e c i a t e f i n e w o r k . T h i s i s an e l e g a n t l y d r a f t e d 

b i l l . The n e c e s s a r y d e f i n i t i o n s a r e t h e r e . The 

c r o s s r e f e r e n c e s a r e c o r r e c t . The b i l l i s 

s t r u c t u r a l l y s o u n d . 

S o , l e t me, on b e h a l f o f my c o l l e a g u e s , 

s a y t h a t we s u p p o r t t h i s b i l l . We t h i n k i t ' s g o i n g 

t o -- i f e n a c t e d , i s g o i ng t o go a l ong way t o 

g e t t i n g t h e n e x t g r o u p o f e l e c t r i c c u s t o m e r s t o 

s w i t c h f r o m t h e i r h i g h e r - p r i c e d d e f a u l t s e r v i ce t o 

l o w e r - p r i c e d s u p p l i e r s . 



And l e t me, by way o f i n t r o d u c t i o n , 

r e m i n d t h e c o m m i t t e e and e v e r y o n e p r e s e n t h e r e what 

t h e l e g i s l a t u r e i n t e n d e d when i t e n a c t e d c u s t o m e r 

c h o i c e i n Penns y l v a n i a . The i dea was t o g e t as 

many c u s t o m e r s o f f d e f a u l t s e r v i c e and o n t o an 

a l t e r n a t i ve s u p p l i e r so t h a t t h e y c o u l d r e c e i ve 

l o w e r p r i c e s t h a n t h e y w o u l d o t h e r w i se r e c e i v e f r o m 

t h e d e f a u l t s u p p l i e r , and t h e y w o u l d r e c e i ve 

i n n o v a t i v e p r o d u c t s t h a t t h e d e f a u l t s u p p l i e r c a n ' t 

or won't d o . 

A n d , i n f a c t , t h e des i g n was t h a t t h e 

d e f a u l t s u p p l i e r w o u l d p r o v i d e es s e n t i a l l y p l a i n , 

v a n i l l a s e r v i c e , n o t w i t h a l l t h e b e l l s and 

whi s t l es t h a t an e l e c t r i c g e n e r a t i o n s u p p l i e r c o u l d 

p r o v i d e . So t h e hope was t h a t t h e r e w o u l d 

r e a l l y -- i f t h i s a l l w o r k e d p r o p e r l y , t h e r e w o u l d 

o n l y r e a l l y be a s mal l r e s i due o f c u s t o m e r s who, 

f o r some r e a s o n , s t a y e d w i t h t h e h i g h e r - p r i c e d 

d e f a u l t s e r v i c e . 

So when we c o n s i d e r a n y t h i n g b e a r i n g on 

e l e c t r i c c h o i c e , and i n t h i s c a s e , muni c i p a l 

a g g r e g a t i o n , what we a r e c o n c e n t r a t i ng on i s a 

des i g n w h i c h wi l l e n h a n c e c u s t o m e r c h o i c e . E n h a n c e 

cu s tomer c h o i c e . I f i t d o e s n ' t do t h a t , t h e n we 

s h o u l d n ' t e n a c t m u n i c i p a l a g g r e g a t i o n . 



My c o l l e a g u e s and I a r e c o n v i n c e d t h a t 

o n l y -- e v e n wi t h t h e b e s t o f o p t - i n p r o g r a m s --

whi ch i s what we h a v e , what e l e c t r i c c h o i c e i n PA 

i s , i t ' s an o p t - i n -- you h a v e t o p r o g r a m , you h a v e 

t o a f f i r m a t i v e l y c h o o s e an a d d i t i o n a l s u p p l i e r -¬

e v e n w i t h t h e b e s t p r o g r a m s , y o u ' r e o n l y g o i n g t o 

g e t a b o u t a t h i r d o f t h e c u s t o m e r s . And f o r 

w h a t e v e r r e a s o n , c h i e f l y , I t h i n k , a p a t h y and j u s t 

p l a i n m i s u n d e r s t a n d i n g o r m i s t r u s t o r m i s g u i d e d 

b r a n d l o y a l t y o f s t a y i n g wi t h t h e d i s t r i b u t i o n 

c o m pany, p e o p l e d o n ' t s w i t c h . 

So how do yo u g e t t h e o t h e r t w o - t h i r d s 

or a good c h u n k o f t h e n e x t t w o - t h i r d s ? Muni c i p a l 

a g g r e g a t i on i s t h e a n s w e r . I t ' s w o r k e d i n O h i o . 

I t was s t a r t e d i n Mas s a c h u s e t t s and d o i ng v e r y w e l l 

t h e r e . S o how do we des i g n a p r o g r a m ? 

U n d e r t h e b i l l , I t h i nk -- I t h i n k t h e 

b i l l s h o u l d be c h a n g e d i n one s i g n i f i c a n t way. I 

d o n ' t t h i nk t h a t t h e r e s h o u l d be any r e s t r i c t i o n s 

w h a t s o e v e r on s w i t c h i n g . N o n e . And t h e r e s h o u l d 

be no e a r l y t e r m i n a t i on f e e s . 

Now, y o u ' r e p r o b a b l y w o n d e r i n g , w e l l , 

i s n ' t i t t h e c h i e f i n d u c e m e n t f o r an e l e c t r i c 

g e n e r a t i o n s u p p l i e r t o e n t e r i n t o t h i s c o n t r a c t 

t h a t i t ' s g o i n g t o g e t a c a p t i ve b l o c k o f c u s t o m e r s 



a t a f i x e d p r i c e f o r a s ubs t a n t i a l t e r m ? Wel l , 

t h a t p r o b a b l y i s an i nducement f o r an e l e c t r i c 

g e n e r a t i o n s u p p l i e r , b u t -- i t ' s g r e a t f o r an 

e l e c t r i c g e n e r a t i o n s u p p l i e r , b u t i t ' s n o t f o r t h e 

cus t o m e r s . 

I f you r e a l l y h a v e as y o u r c h i e f g o a l 

p r o m o t i n g e l e c t r i c c h o i c e , t h e n you s h o u l d n ' t 

r e s t r i c t t h e c u s t o m e r i n s w i t c h i n g a t any t i m e o r 

you s h o u l d n ' t c h a r g e them any e a r l y t e r m i n a t i on 

f e e s . They s h o u l d be a b l e t o come and go as t h e y 

p l e a s e . 

Wi l l a n e l ec t r i c gene r a t i o n s u p p l i e r 

s t i l l e n t e r i n t o c o n t r a c t s ? Y o u ' r e d a r n r i g h t t h e y 

w i l l , b e c a u s e t h e b i g g e s t b e n e f i t t o an e l e c t r i c 

g e n e r a t i o n s u p p l i e r i s s a v i ng on c u s tomer 

a c q u i s i t i on c o s t s . They g e t a b l o c k o f c u s t o m e r s 

i n s t e a d o f h a v i ng t o a t t r a c t them i n d i v i d u a l l y . 

And i t c a n c o s t as much as a h u n d r e d f i f t y d o l l a r s 

a c u s t o m e r t o t r y t o a t t r a c t them i n d i v i d u a l l y . 

Once t h e m u n i c i p a l i t y , t h r o u g h i t s 

o f f i c i a l s , e n t e r s i n t o a c o n t r a c t l i k e t h a t -- l i k e 

t h i s , c u s t o m e r s t e n d t o be s t i c k y . They s t a y where 

t h e y a r e . They s t a y where t h e y a r e . Most o f them 

s t a y . Even i f t h e y ' r e a l l o w e d t o s w i t c h , mos t o f 

them w i l l s t a y where t h e y a r e . They t r u s t t h e i r 



m u n i c i p a l o f f i c i a l s . They may or may n o t e d u c a t e 

t h e m s e l v e s t o o t h e r a l t e r n a t i v e s , e v e n i f t h e y ' r e 

a l l owed t o s w i t c h d u r i n g t h e t e r m . I t h i n k t h a t 

w o u l d be t h e b i g g e s t b e n e f i t t o i m p r o v i ng t h i s 

b i l l . And i t w o u l d p r o m o t e , I t h i n k , t h e 

l e g i s l a t i ve i n t e n t i n t h e f i r s t p l a c e , whi ch was t o 

p r o m o t e e l e c t r i c c h o i ce a t a l l c o s t s . 

I w o u l d a l l o w t h e e l e c t r i c g e n e r a t i o n 

s u p p l i e r t o r e n e g o t i a t e t h e c o n t r a c t t o l o w e r t h e 

p r i ce or add o t h e r i n d u c e m e n t s t o k e e p t h e 

cus t o m e r s e v e n more s t i c k i e r t h a n t h e y a r e , b u t I 

w o u l d n ' t l e t t h e s u p p l i e r r a i s e t h e p r i ce d u r i n g 

t h e t e r m . I t h i n k t h a t ' s w i t h i n t h e good j u d g m e n t 

o f l e g i s l a t i ve o f f i c i a l -- or o f m u n i c i p a l 

o f f i c i a l s . 

B u t , t o me, t h a t ' s t h e b i g g e s t c h a n g e I 

w o u l d make i n t h i s b i l l . I mean, i f we're r e a l l y 

s e r i o u s a b o u t g i v i ng c u s t o m e r s a c h o i c e , t h a t ' s 

what you g o t t o d o . C l e a r t h e b a r r i e r s t o 

s w i t c h i n g and g i v e f u l l c h o i c e . 

Now, I n o t i c e t h e b i l l does n ' t h a v e 

a n y t h i ng t o s a y a b o u t t h e d u r a t i o n o f a c o n t r a c t 

t h a t a m u n i c i p a l i t y may e n t e r i n t o . 

CHAIRMAN PRESTON: T h a t was 

u n f o r t u n a t e l y , as I s a y , was t h e o r i g i n a l i n t e n t . 



I t was t h r e e y e a r s , maximum. T h i s v e r s i o n we j u s t 

n o t i c e d i t , i n p r i n t i ng, l i k e I s ay, a p r i n t i ng 

e r r o r t h a t we c a u g h t u p . One o f t h e amendments -¬

l o o k a t t h e o v e r a l l amendments t h a t we're l o o k i n g 

a t , t h i n k i n g a b o u t g o i n g f r o m t h r e e t o f i v e y e a r s . 

T h a t ' s why I was a s k i ng t h e o p i n i on o f e v e r y o n e . 

MR. CAWLEY: W e l l , t h e q u e s t i o n i s, 

s h o u l d t h e r e be a t e r m l i m i t o f s ome k i nd, one o r 

more y e a r s ? I d o n ' t t h i nk you s h o u l d hav e any more 

t h a n a tw o-y e a r -pe r i o d l i m i t . 

Why do I s a y t h a t ? B e c a u s e t h e l o n g e r 

t h e t e r m t h a t c a n be e n t e r e d i n t o , t h e more t h e 

m i g r a t i o n r i sk t o t h e e n e r g y s u p p l i e r . 

Now, I ' v e a l r e a d y s a i d you s h o u l d l e t 

cus t o m e r s s w i t c h i f t h e y want t o w i t h no e a r l y 

t e r m i n a t i on f e e . So t h e r e ' s a l r e a d y somewhat o f a 

r i s k, b u t t h e l o n g e r you make a -- t h e t e r m o f a -¬

a c o n t r a c t , t h e more l i k e l i h o od, o v e r t h a t p e r i o d 

o f t i m e , i s t h a t a l o t o f c u s t o m e r s a r e g o i n g t o 

e v e n t u a l l y f i n d a b e t t e r d e a l and t h e y ' l l l e a v e . 

And e v e n more p r a c t i c a l l y s p e a k i n g , n o b o d y ' s 

c r y s t a l b a l l w o r k s v e r y w e l l b e y o n d two or t h r e e 

y e a r s . 

I t ' s b e e n o u r e x p e r i e n c e , i n t a l k i n g 

w i t h v a r i ous s u p p l i e r s , t h a t t h e y a r e e x c e e d i n g l y 



r e l u c t a n t t o e n t e r i n t o s u p p l y c o n t r a c t s b e y o n d two 

or t h r e e y e a r s , b e c a u s e t h e y d o n ' t know what t h e i r 

g e n e r a t i o n c o s t s a r e g o i ng t o be i n two or t h r e e 

y e a r s . They d o n ' t know how many c u s t o m e r s a r e 

g o i ng t o s w i t c h i n two o r t h r e e y e a r s . They d o n ' t 

know i f t h e r e ' s g o i n g t o be a n o t h e r h u r r i c a n e i n 

t h e g u l f t h a t i s g o i n g t o d r i v e up n a t u r a l g a s 

p r i c e s and, t h e r e f o r e , w h o l e s a l e e l e c t r i c i t y p r i c e s 

b e c a u s e o f f e d e r a l p r i c i ng m e c h a n i s m s . They d o n ' t 

know w h a t ' s g o i ng t o happen i n n a t i o n a l , 

i n t e r n a t i o n a l e v e n t s whi ch i s g o i ng t o have an 

a d v e r s e e f f e c t on t h e i r f u e l c o s t s . 

So t h e y -- j u s t p u t i t a t two y e a r s . 

The l o n g e r you make i t , i t ' s p r o b a b l y n o t g o i ng t o 

be a v a i l e d o f a n y w a y . And I f e a r t h a t y o u ' r e 

l i a b l e t o hav e m u n i c i p a l o f f i c i a l s who w i l l n o t 

have t h e k n o w l e d g e t h a t I ' v e j u s t d e s c r i b e d , and 

t h e y ' l l be t e m p t e d t o e n t e r i n t o a f i v e - y e a r 

c o n t r a c t , and i t ' s a g o o d c h a n c e , wi t h i n t h a t f i v e -

y e a r p e r i od o f t i m e , t h a t m a r k e t p r i c e s a r e g o i n g 

t o go b e l ow t h e l o c k e d - i n p r i c e i n t h e c o n t r a c t , 

and y o u ' r e g o i n g t o hav e c a p t i ve r a t e p a y e r s , and 

y o u ' r e g o i n g t o hav e v e r y unhappy e l e c t o r s come 

m u n i c i p a l e l e c t i o n t i me. 

Now, t h a t ' s a s s umi ng t h a t you d o n ' t 



t a k e my a d v i c e and j u s t e l i m i n a t e a l l t h e s w i t c h i n g 

r e s t r i c t i ons . I t h i n k e l i m i n a t i n g t h e s w i t c h i n g 

r e s t r i c t i ons c u r e s a l o t o f p r o b l e m s . And i f you 

r e a l l y want t o make i t f i v e y e a r s , f i n e , b u t d o n ' t 

p r e v e n t p e o p l e f r o m s w i t c h i n g . B u t d o n ' t be 

s u r p r i s e d i f t h e p r e m i u m i n t h e b i d s i s more 

s u b s t a n t i a l b e c a u s e o f t h e r i s k t h a t t h e s u p p l i e r 

f o r e s e e s w i t h a c o n t r a c t o f t h a t l e n g t h . 

So you want t h e s e b i d s t o be as l ow as 

pos s i b l e . D o n ' t be p u t t i n g p r o v i s i o n s i n t h e b i l l 

t h a t a r e g o i ng t o d r i ve up t h e r i sk p r e m i u m . 

Of c o u r s e , t h e o p p o s i t e c o u l d o c c u r . 

You c o u l d -- m u n i c i p a l o f f i c i a l c o u l d be a h e r o i f 

s u d d e n l y m a r k e t p r i c e s go way above t h e l o c k e d - i n 

p r i c e , b u t I -- a g a i n , I j u s t d o n ' t t h i nk a n y b o d y ' s 

c r y s t a l b a l l i s t h a t good, and I want muni c i p a l 

o f f i c i a l s t o u n d e r t a k e t h e s e p r o g r a m s . I d o n ' t 

want t o c r e a t e d i s i n c e n t i v e s f o r them t o do s o by 

h a v i n g t o make, p e r h a p s , i n t h e i r mi nds , t h e 

Hobson's c h o i c e b e t w e e n a m a r k e t p r i ce t h a t may go 

above o r b e l ow t h e l o c k e d - i n p r i c e . 

A g a i n , e l i m i n a t e t h e s w i t c h i n g 

r e s t r i c t i ons and my c o n c e r n s w o u l d be -- w o u l d be 

s i g n i f i c a n t l y d i m i n i s h e d . 

O p t - i n as w e l l as o p t - o u t , y o u ' v e 



added o p t - i n . I'm g o i n g t o q u i b b l e w i t h you h e r e a 

l i t t l e b i t on t h i s . Maybe i f a muni c i p a l o f f i c i a l 

has t h e o p p o r t u n i t y t o i mpl ement an o p t - i n p r o g r a m , 

he o r she wi l l be more w i l l i n g t o do t h a t t h a n an 

o p t - o u t p r o g r a m , i f t h e o f f i c i a l s e e s an o p t - i n 

p r o g r a m as l o c k i n g up t h e c u s t o m e r s and g i v i n g them 

t h e i m p r e s s i on t h a t t h e y ' r e c a p t i v e , b u t , on t h e 

w h o l e , I t h i nk i t c o m p l i c a t e s t h e b i l l n e e d l e s s l y . 

I w o u l d -- I wi l l t e l l y o u , f r a n k l y -¬

and I'm s u r e you a l r e a d y know t h i s -- o p t - i n 

p r o g r a m s a r e much more e f f e c t i ve t h a n -- I mean, 

o p t - o u t p r o g r a m s a r e much more e f f e c t i v e t h a n 

o p t - i n p r o g r a m s . As I s a i d , we ha v e o p t - i n a l r e a d y 

i n PA, and you o n l y g e t a b o u t a t h i r d o f t h e 

cus t o m e r s . What makes -- what makes us b e l i e v e 

t h a t a n o t h e r o p t - i n p r o g r a m i s g o i n g t o hav e a 

s i g n i f i c a n t e f f e c t on m a k i n g o r c o n v i n c i n g p e o p l e 

t h e y s h o u l d s w i t c h ? 

I -- a g a i n, I'm n o t g o i n g t o q u i b b l e 

w i t h you t o o much on t h i s . B u t I t h i n k you s h o u l d 

l o o k a t page s e v e n t e e n , l i n e t w e n t y - s e v e n , a b o u t 

t h e e x c l u s i o n s , w h i c h f o r s ome r e a s o n a p p l y o n l y t o 

o p t - o u t p r o g r a m s b u t n o t o p t - i n p r o g r a m s . I d o n ' t 

see why. I t h i nk t h o s e e x c l u s i o n s s h o u l d p r o b a b l y 

a p p l y t o o p t - i n p r o g r a m s as w e l l , b u t I may be 



mis s i n g s o m e t h i ng h e r e . 

C o o r d i n a t i o n o f t h e e l e c t r i c 

d i s t r i b u t i o n company d e f a u l t s u p p l y p r o c u r e m e n t 

p r o g r a m s w i t h a g g r e g a t i o n p r o g r a m s . The c o n s umer 

a d v o c a t e ' s p o i n t i s w e l l t a k e n . T h i s i s a c o n c e r n 

b e c a u s e i t -- when t h e commiss i o n a p p r o v e s t h e s e 

d e f a u l t s u p p l y p r o g r a m s ahead o f t i m e , we know v e r y 

w e l l t h a t t h e s u p p l i e r s a r e c o u n t i n g on a c e r t a i n 

number of d e f a u l t c u s t o m e r s . And i f you add 

m u n i c i p a l a g g r e g a t i o n t o t h e m i x , p a r t i c u l a r l y i f 

i t grows o v e r -- s ubs t a n t i a l l y o v e r t i m e , t h e n y o u , 

a g a i n , add t o t h e r i s k p r e m i u m t h a t t h e w h o l e s a l e 

b i d i s g o i n g t o be made. 

I n o t h e r w o r d s , i f y o u ' r e t h e 

s u p p l i e r -- and t h e r e a r e two ways o f g o i n g a b o u t 

t h i s . T h e r e ' s -- an e l e c t r i c d i s t r i b u t i o n s u p p l y 

may h a v e a f u l l r e q u i r e m e n t s p r o g r a m where t h e 

w h o l e s a l e s u p p l i e r s b i d t o p r o v i d e f u l l 

r e q u i r e m e n t s , e v e r y t h i n g . And, t h e r e f o r e , i f -¬

and a l ways i n c l uded i n t h o s e b i d s a l r e a d y i s a r i s k 

p r e m i u m f o r c e r t a i n amount of c u s tomer m i g r a t i o n . 

They know a c e r t a i n number of c u s t o m e r s a r e g o i n g 

t o s w i t c h . T h i s w o u l d a c c e l e r a t e t h a t r i s k 

p o t e n t i a l l y s i g n i f i c a n t l y . 

So you c a n ' t h a v e t h o s e w h o l e s a l e b i ds 



be made and t h e s u p p l i e r c o u n t i n g on a c e r t a i n 

l e v e l o f c u s t o m e r s when t h e s u p p l i e r h a s t o s u f f e r 

t h e s h o r t f a l l i f t o o many c u s t o m e r s l e a v e . The 

s u p p l i e r t h e n h a s t o t r y t o g e t r i d o f t h e power 

t h a t i t ' s l i ned up t o s e r v e an a n t i c i p a t e d number 

of c u s t o m e r s , and t h e m a r k e t may n o t a l l o w t h a t 

e x c e s s power t o be s o l d a t a p r o f i t , and t h e y ' d 

h a v e t a k e a l o s s, so t h e y ' r e g o i n g t o up t h e r i s k 

premiums m o r e . You d o n ' t want t h a t b e c a u s e what 

t h e b i ds a r e f o r i s d e f a u l t s e r v i c e , t h o s e who 

d o n ' t s w i t c h . You d o n ' t want t o d r i ve up t h e 

d e f a u l t s e r v i c e p r i c e s . 

The g o a l h e r e i s t o g e t t h e d e f a u l t 

c u s t o m e r s t o s w i t c h , b u t you d o n ' t want t o be 

o n e r o u s on them by d r i v i ng up t h e i r c o s t 

i n t e n t i o n a l l y t o g e t them t o s w i t c h . T h a t ' s n o t 

t h e game we're p l a y i n g h e r e . 

What we're t r y i ng t o do i s t o k e e p t h e 

d e f a u l t p r i c e s as l o w as p o s s i b l e t h r o u g h w h o l e s a l e 

c o m p e t i t i ve b i d d i n g , whi ch we r e q u i r e , and t h e n 

once t h a t c o s t i s d e t e r m i n e d by c o m p e t i t i v e 

p r o c e d u r e s , t h a t v a l u e i s p a s s ed t h r o u g h t o 

cu s t o m e r s d o l l a r f o r d o l l a r , no m a r k u p . T h a t ' s why 

t h e EDCs d o n ' t c a r e i f you s w i t c h . They c a n ' t make 

any money on e l e c t r i c i t y b e c a u s e we won't l e t t h e m . 



They w o u l d j u s t as s o o n t h a t t h e y n o t have t o g e t 

any d e f a u l t s u p p l y and t h a t e v e r y b o d y i s s w i t c h i ng, 

and t h a t w h o l e h a v i n g t o g e t d e f a u l t s u p p l y w o u l d 

be o f f t h e i r b a c k s . 

B u t , anyway, you have t o c o o r d i n a t e 

t h e s e p r o g r a m s . I w o u l d s u g g e s t t o you t h a t , u n d e r 

t h e b r o a d l a n g u a g e y o u ' v e g i v e n us i n t h e b i l l , t o 

p r o m u l g a t e r e g u l a t i o n s t o i mpl ement t h i s a c t , t h a t 

you l e a v e t h i s up t o u s . We a r e g o i ng t o have t o 

s o r t t h i s o u t . And I t h i n k we w o u l d h o l d h e a r i n g s , 

and we w o u l d f i g u r e o u t how t o c o o r d i n a t e t h e p l ans 

f o r a d v a n c e p r o c u r e m e n t w i t h t h e t i m e s when 

m u n i c i p a l i t i es c a n e n t e r i n t o a g r e e m e n t s . B e c a u s e 

i f you d o n ' t c o o r d i n a t e i t , y o u ' r e g o i n g t o have 

p r o b l e m s . T h e r e ' s no d o u b t a b o u t i t . 

So what I c a l l a g g r e g a t i on windows, we 

may have a p e r i od o f t i m e when we s a y , Okay, 

m u n i c i p a l i t i e s , i f y o u ' r e g o i n g t o e n t e r i n t o a 

a g g r e g a t i on p r o g r a m , you g o t t o do i t w i t h i n t h i s 

p e r i o d o f t i me, b e c a u s e we, t h e commiss i o n , a r e 

k e e p i n g t r a c k o f how many a g g r e g a t i o n p r o g r a m s 

t h e r e a r e g o i n g t o be so we c a n c o o r d i n a t e i t wi t h 

how much d e f a u l t s u p p l y t h e EDCs have t o a c q u i r e . 

I mean, t h a t ' s t h e o n l y s e n s i b l e way t o do i t , b u t 

p l e a s e d o n ' t be t o o p r e s c r i p t i ve i n t h e b i l l . G i v e 



us a l i t t l e p l a y i n t h e j o i n t s so we c a n s o r t t h i s 

o u t . 

I'm g o i n g t o s t o p t a l k i n g , and ask any 

q u e s t i o n s . 

A g a i n , i t ' s a p l e a s u r e t o be h e r e . My 

c o l l e a g u e s and I s u p p o r t t h i s b i l l . We l o o k 

f o r w a r d t o w o r k i n g wi t h you as t h e b i l l g oes 

t h r o u g h t h e l e g i s l a t i ve p r o c e s s . 

CHAIRMAN PRESTON: I want t o t h a n k 

y o u . I t h i n k b e c a u s e , e v e n i n y o u r l a s t s e v e r a l 

p a r a g r a p h s , comment t h a t t h e r e may be a way t h a t we 

c a n t r y t o h a n d l e t h e s i t u a t i o n , and we d i d hav e a 

c o n c e r n i n d e a l i n g wi t h i t n o t a t o t a l l e v e l 

p l a y i n g f i e l d w i t h e v e r y b o d y as we go t h r o u g h 

t h i s . 

The o t h e r t h i n g i s , when we were i n 

J o h n s t o w n , and I t h i n k R e p . B e y e r and I , when we 

were -- t h e t h r e e - y e a r b a s i c a l l y was s h o r t e r t h a n 

an a v e r a g e f o u r - y e a r t e r m f o r t h e l o c a l e l e c t e d 

o f f i c i a l . L o o k e d a t two y e a r , f o u r y e a r , s o r t o f 

t h e s i t u a t i o n , you know, when you have d i f f e r e n t 

g r o u p s f a c i n g i n w i t h l o c a l e l e c t e d o f f i c i a l s . 

D o e s n ' t mean t h e y c a n ' t do two y e a r s . 

But a t t h e s ame t i me, when you go i n t o 

a t w o - y e a r a g r e e m e n t , you g o t t o have b o r o u g h 



c o u n c i l come i n , t h e o t h e r h a l f comi ng f o r 

e l e c t i on two y e a r s l a t e r , a b o u t k e e p i n g t h e onus on 

t h e l o c a l e l e c t e d o f f i c i a l s j u s t as w e l l , i t means 

t h a t a l m o s t a f t e r t w e l v e months t h e y h a v e t o s t a r t 

n e g o t i a t i ng a g a i n . And a l o t t h e s m a l l towns , you 

know, t h e y h a v e a s o l i c i t o r , b o r o u g h m a n a g e r , 

c o n t r o l l e r , and maybe one o r two o t h e r c l e r k s . And 

t h a t ' s one o f t h e t h i ngs I was l o o k i ng a t , b e c a u s e 

I'm l u c k y enough where I r e p r e s e n t — 70 p e r c e n t o f 

my d i s t r i c t i s a c i t y t h a t has a l o t o f s t a f f , b u t 

t h e n t h e b o r o u g h s t h a t I hav e a l o t o f , I l o o k a t 

what t h e y h a v e b e t w e e n t h e c l e r k , m a n a g e r . 

T h a t was p a r t o f t h e r e a s o n why, you 

know, l o o k i n g a t t h e i s s ue o f t h e f i ve y e a r s . I 

see y o u r p o i n t j u s t as w e l l b e c a u s e s o m e t i mes we 

f a i l t o f o r g e t how f a s t t e c h n o l o g y i n t h e w o r l d has 

bee n c h a n g i n g w i t h t h i n g s and how t h i n g s do 

f l u c t u a t e , s o s o m e t h i ng I a g r e e w i t h l o o k i ng a t . 

The i s s u e s , I d o n ' t know i f you were 

h e r e o r n o t when I e x p l a i n e d t h a t a l o t o f p e o p l e 

w e r e n ' t happy a b o u t p u t t i n g i n t h e o p t - i n . S o 

s o m e t i mes you s a y , p e r f e c t b i l l i s e i t h e r where 

e v e r y b o d y d i s a g r e e s on e v e r y t h i n g o r t h e r e ' s p a r t s 

o f i t t h a t e v e r y b o d y d i s a g r e e s wi t h b u t none o f t h e 

same p e o p l e d i s a g r e e on t h e same p a r t s . S o i t 



means e v e r y b o d y h as t o be a l i t t l e b i t more 

a c c o u n t a b l e . T h a t ' s w h a t ' s t h e i s s u e t h e r e , 

b e c a u s e , you know, i n o t h e r s t a t e s , t h e y h a v e 

r e f e r e n d u m s , and I d i d n ' t want -- so I w a n t e d t o 

g i v e a n o t h e r o p t i o n . T h a t was t h e r e a s on b e h i n d 

t h a t . I j u s t w a n t e d t o e xp l a i n i t . I ' m n o t f o r o r 

a g a i n s t one way or a n o t h e r . And w e ' l l d e a l w i t h 

t h a t . 

So I j u s t w a n t e d t o e x p l a i n t h a t t o 

y o u , e s p e c i a l l y d e a l i ng w i t h t h e t h r e e y e a r s , 

b e c a u s e i t came t o my a t t e n t i o n , e v e n -- I g u e s s 

t h e r e a r e some t o w n s h i p s where t h e s u p e r v i s o r s a r e 

e l e c t e d up t o s i x y e a r s . S o i t i s -- i t i s j u s t , 

you know, a v a r i a n c e o f what we're d e a l i n g wi t h 

s m a l l towns as c o m p a r e d t o t h e b i g g e r c o m p a n i e s , 

and I t h i nk i t g i v e s t h e c o m p a n i e s s ome t y p e o f 

a d v a n t a g e t h a t i s s h o r t e r , l i t t l e s h o r t t e r m s . 

The l o c a l b o r o u g h s , i f you have -¬

i m a g i n e t w e l ve or f i f t e e n t o wns where t h e r e ' s o n l y 

a n y w here f r o m f o u r h u n d r e d t o f i v e t h o u s a n d p e o p l e 

i n t h e town t h a t h a v e a -- have an a g r e e m e n t , 

u n l e s s t h e y d e c i d e , i f t h e y ' r e f o r t u n a t e enough t o 

be c l o s e t o a b i g g e r c i t y where t h e y f o r m an 

a g g r e g a t i on and mi g h t be a b l e t o g i v e e x t r a s u p p o r t 

s t a f f , b u t a l s o c a u s e s t o a f f e c t t h e i r o p e r a t i n g 



c o s t s . I j u s t w a n t e d t o e x p l a i n t h a t t o y o u . 

Q u e s t i o n s ? 

CHAIRMAN PRESTON: R e p . E l l i s . 

R E P . E L L I S: Thank y o u , M r . C h a i r m a n . 

C h a i r m a n C a w l e y , t h a n k you f o r c o m i n g 

t o d a y . I j u s t h a v e a q u e s t i o n . You had p r o m o t e d 

t h e c o n c e p t o f no t e r m i n a t i on f e e s o r p e n a l t i es f o r 

s w i t c h i n g , b u t , a t t h e s ame t i me, you s u g g e s t t h a t 

one o f t h e p r o b l e m s we may be s t u c k w i t h i s t h e 

r i s k p r emiums g o i n g up b e c a u s e o f h e a v y mi g r a t i o n . 

I f t h e r e i s no way t o o f f s e t t h e c o s t s 

o f somebody s w i t c h i n g and l o s i ng t h a t c u s t o m e r , 

w o u l d n ' t t h a t a l s o p o s s i b l y r a i s e t h e r i s k f a c t o r ? 

T h a t w h e n e v e r t h e y a r e m a k i ng t h e i r i n i t i a l b i d , 

t h e y ' r e g o i n g t o s a y , W e l l , we're n o t g o i n g t o be 

a b l e t o c o l l e c t a n y t h i n g and we're g o i n g t o have 12 

p e r c e n t o f t h e p e o p l e d u r i n g t h e c o n t r a c t o p t - o u t 

o r , you know, m i g r a t e t o a n o t h e r p r o v i d e r , we hav e 

t o f a c t o r t h a t i n . 

I mean, i t s eems t o me l i k e t h e y ' r e 

g o i ng t o do t h a t . So on one e n d , you want t o s t o p 

i t , and on t h e o t h e r e n d , y o u ' r e p r o m o t i n g i t . 

MR. CAWLEY: You c a n ' t a v o i d s ome r i sk 

p r e m i u m . B u t y o u ' r e -- y o u ' r e d e a l i ng p r i m a r i l y 

h e r e w i t h r e s i d e n t i a l c u s t o m e r s who d o n ' t s w i t c h 



much. I w i s h t h e y d i d b u t -- I t h i n k e x p e r i e n c e 

has shown t h a t once p e o p l e make a c h o i c e , v e r y few 

c h a n g e . T h e y ' r e happy w i t h t h e p r o g r a m . S o , s u r e , 

t h e r e ' s g o i n g t o be s ome r i sk p r e m i u m i n t h e r e , b u t 

t h e y c a n l i v e w i t h t h a t . They c a n l i v e wi t h t h a t , 

p a r t i c u l a r l y when t h e y ' r e g e t t i n g s u c h a b i g b l o c k 

o f v e r y l i k e l y what I c a l l s t i c k y c u s t o m e r s . 

And t h a t i s why I w o u l d n o t 

l e g i s l a t i v e l y r a i s e t h e s m a l l c o m m e r c i a l c u s t o m e r 

above t w e n t y - f i v e - k i l o w a t t - h o u r s demand, b e c a u s e 

above t h a t , bus i n e s s c u s t o m e r s do s w i t c h . T h e y ' r e 

i n t h e b u s i n e s s of w a t c h i n g t h e i r c o s t s v e r y 

c a r e f u l l y , and t h e y w i l l s w i t c h . T h a t w i l l 

s i g n i f i c a n t l y add t o t h e mi g r a t i o n r i s k and I t h i n k 

w o u l d add t o t h e r i s k p r e m i um. 

On t o p o f t h a t , I d o n ' t t h i nk you n e e d , 

by t h e way, t o r a i se i t above t w e n t y - f i v e - k i l o w a t t -

h o u r s demand b e c a u s e t h a t m a r k e t i s s i g n i f i c a n t l y 

s e r v e d a l r e a d y . 

I d i d n ' t c a t c h t h e f i g u r e f r o m P P L , 

b u t 

CHAIRMAN PRESTON: I t was f i v e h u n d r e d . 

MR. CAWLEY: I t h o u g h t -- I t h o u g h t 

t h e r e was some des c r i p t i on o f m i d d l e l e v e l 

c o m m e r c i a l b u s i nes s e s t h a t h a v e n o t s w i t c h e d . B u t 



t h e -- i f you l ook a t t h e number o f l i c e n s ed 

e l e c t r i c g e n e r a t i o n s u p p l i e r s , t h e r e a r e p r o b a b l y 

a t l e a s t two or t h r e e d o z e n t h a t a r e a f t e r t h e 

c o m m e r c i a l m a r k e t . I t i s h i g h l y , h i g h l y 

c o m p e t i t i v e . You d o n ' t n e e d , I d o n ' t t h i n k , t o 

i n c l u d e t h a t l e v e l o r t h a t s i z e o f b u s i nes s e s i n 

t h e s e p r o g r a m s . T h e y ' r e a l r e a d y g e t t i n g o f f e r s 

r i g h t and l e f t a l r e a d y , and i f -- and t h e 

c o m p e t i t i on i s r e a l l y w o r k i n g . 

S o , y e s , y o u ' r e g o i n g t o have some r i s k 

p r e m i u m , b u t t h e non -- t h e r e s i d e n t i a l c u s t o m e r s 

i s a f a i r l y l o w mi g r a t i o n r i s k a n d , t h e r e f o r e , a 

f a i r l y l o w r i s k p r e m i um, b u t i f you i n c l u d e t o o 

many l a r g e r bus i n e s s e s , you r a i s e t h e m i g r a t i on 

r i s k and you r a i s e t h e r i s k p r e m i um. 

REP . E L L I S: O k a y . And I a p p r e c i a t e 

t h a t , and I was g o i n g t o a c t u a l l y as k you a b o u t t h e 

r a i s i n g i t f r o m t w e n t y - f i v e k i l o w a t t h o u r s , b e c a u s e 

I -- I have r u n a s m a l l bus i n e s s , and I ' v e 

e x p e r i e n c e d , w h enever we d i d w i t h t h e t e l e p h o n e s a 

d e c a d e a g o , and AT&T, one day we s w i t c h e d t o t h e m , 

and r e a l i z e d a month l a t e r we d i d n ' t l i ke them and 

s w i t c h e d t o MCI and d i d a l l t h a t . And what I f i nd 

s p e c i f i c a l l y w i t h my bus i n e s s , we have -- we a r e 

m i n d f u l o f t h e b o t t o m l i ne t h a t we h a v e . And we 



a r e c o n s t a n t l y l o o k i n g , b u t once you g e t -- you 

make a bad s w i t c h o n c e , t h e n y o u ' r e l e s s l i k e l y t o 

l o o k . 

So I mean, I t h i n k -- I mean, t h e r e i s 

a t a i l o f f o f t h e -- t h e s m a l l b u s i n e s s c u s t o m e r s 

s e a r c h i n g , and I t h i n k what y o u ' l l f i n d i s we a r e 

t r y i n g t o make a p r o f i t i n t h e s e t o u g h t i m e s , and 

so we're l o o k i n g a t i t , b u t e v e n t u a l l y we g e t 

c o m f o r t a b l e , j u s t l i k e t h e r e s i d e n t i a l c o n s u m e r s . 

So i f you do have any k i nd o f m i g r a t i o n 

numbers t h a t you may be a b l e t o p r o v i d e t o t h e 

c o m m i t t e e , how many r e s i d e n t i a l v e r s us how many 

s m a l l bus i n e s s e s a r e s w i t c h i n g c o m p a n i e s , I d o n ' t 

know i f you have t h a t i n f o r m a t i o n o r have a c c e s s t o 

i t , b u t I ' d l i k e t o s ee i t . 

M r . C h a i r m a n , I d o n ' t know i f we have 

a c c e s s t o t h a t o r maybe s t a f f c o u l d p r o v i d e t h a t 

f o r us , b u t I ' d l i ke t o see t h a t . 

CHAIRMAN PRESTON: C h a i r m a n G o d s h a l l . 

RE P . GODS HALL: P e r t a i n i ng t o y o u r 

comments a b o u t t h e c a p a b i l i t i e s o f n e g o t i a t i n g 

c o n t r a c t s a t m u n i c i p a l l e v e l , I h a v e , i n my 

d i s t r i c t , a c o u p l e m u n i c i p a l i t i e s t h a t d i d do a 

f i v e - y e a r d e a l , l o c k - i n d e a l , s t a r t i n g a t 17.6 

c e n t s a k i l o w a t t f o r f i v e y e a r s . T h a t ' s -- I 'm n o t 



s u r e -- a n d , u n f o r t u n a t e l y , i n t h o s e s i t u a t i o n s , 

t h e y a r e c a p t i v e c u s t o m e r s . So t h a t ' s a l o c k - i n 

t y p e d e a l , and I t h i n k t h a t d i s p l ays a d a n g e r , and 

a l s o s ometimes o f -- we have o f t h e k n o w l e d g e t h a t 

I may have o r s ome o f my m u n i c i p a l o f f i c i a l s may 

have p e r t a i n i n g t o t h e a c t u a l m a r k e t s and w h a t ' s 

g o i ng t o happen i n t h e f u t u r e , and nobody k n o w s . I 

d o n ' t know. I'm n o t s u r e t h a t t h e y know. 

And you m e n t i o n i n t h e r e p e r t a i n i ng t o 

c e r t a i n r i s k p r e m i ums , i f t h e r e ' s t o o many p e o p l e 

t h a t m i g r a t e o u t , we know w h a t ' s g o i ng t o m i g r a t e 

o u t , b a s i c a l l y we hav e an i d e a , b u t m u n i c i p a l 

a g g r e g a t i on h o l ds p r o m i s e f o r s i g n i f i c a n t l y more 

cus t omer m i g r a t i o n , t h u s e v e n h i g h e r r i sk premiums 

added t o d e f a u l t s u p p l y b i d s . 

C o u l d you go i n t o t h a t j u s t a l i t t l e 

b i t ? 

MR. CAWLEY: W e l l , m u n i c i p a l 

a g g r e g a t i on has t h e p r o m i s e o f s i g n i f i c a n t l y a d d i n g 

t o m i g r a t i o n , w h i c h i s g o o d . T h a t ' s w h a t , I t h i n k , 

t h e l e g i s l a t u r e w a n t e d , a g a i n , t o g e t as many 

p e o p l e t o s w i t c h as p o s s i b l e . I t ' s n o t a p r o b l e m 

f o r t h e s u p p l i e r s and wi l l n o t add t o t h e r i s k 

p r e m i u m i f t h e s u p p l i e r s know ahead o f t i m e o r hav e 

a p r e t t y good i d ea o f what a g g r e g a t i on p r o g r a m s a r e 



g o i ng t o be i m p l e m e n t e d . T h a t ' s -- and t h a t ' s why 

I -- t o w a r d s t h e end o f my t e s t i m o n y , I s u g g e s t 

t h a t you l e a v e t h i s i n o u r hands t o i m p l e m e n t o r 

a d o p t what I c a l l a g g r e g a t i on w i n d o w s , where we a r e 

-- and d a t a c o l l e c t i o n f r o m t h e EGSs and t h e EDCs 

a b o u t , what a r e y o u r p l a n s -- and m u n i c i p a l i t i e s , 

what a r e y o u r p l a n s ? A r e you p l a n n i ng t o do t h i s ? 

B e c a u s e i f you a r e , we need t o know a b o u t i t so 

t h a t when we a p p r o v e t h e d e f a u l t s u p p l y p r o c u r e m e n t 

p l a n s , we c a n t a k e i n t o a c c o u n t t h a t t h e r e ' s g o i ng 

t o be a c e r t a i n l e v e l o f mi g r a t i o n t h a t i s g o i n g t o 

be l i k e l y b e c a u s e o f t h e s e a g g r e g a t i on p r o g r a m s . 

And i n a p e r f e c t w o r l d , o f c o u r s e , 

e v e r y b o d y w o u l d h a v e p e r f e c t k n o w l e d g e and t h e b i d s 

t h a t were made f o r d e f a u l t s e r v i c e w o u l d hav e 

abs o l u t e l y a c c u r a t e numbers o f how many p e o p l e a r e 

g o i ng t o s w i t c h . T h a t ' s n o t p o s s i b l e . The c l o s e s t 

we a r e g o i n g t o be a b l e t o come i s t o t r y t o 

c o o r d i n a t e t h e i n f o r m a t i on and a p p r o v e t h e p l ans 

a c c o r d i n g l y , so t h a t we d o n ' t a p p r o v e t o o h i g h a 

b i d s and t h e s u p p l i e r s know what t o b i d . 

So i t ' s a q u e s t i o n o f c o o r d i n a t i o n , 

whi ch I e n t i r e l y a g r e e w i t h . 

A n d , by t h e way, I w o u l d d i s a g r e e wi t h 

my f r i e n d , t h e consumer a d v o c a t e , on one p o i n t . I 



d o n ' t want t o w a i t u n t i l 2013 t o i m p l e m e n t t h e s e 

p r o g r a m s . And I d o n ' t t h i n k we need t o w a i t q u i t e 

t h a t l o n g . 

I f you wi l l l e t us i m p l e m e n t t h i s , I 

t h i nk we w o u l d do i t on p h a s e d - i n b a s i s , and i t ' s 

g o i ng t o t a k e a w h i l e t o g e t t h e -- t h e r e g u l a t i ons 

hammered o u t so t h a t i t w o r k s p r o p e r l y , so t h a t t h e 

c o o r d i n a t i o n i s g o i n g p r o p e r l y . 

B u t -- d o n ' t p u t us o f f t o 201 3. 

T h e r e ' s t o o many p e o p l e who need t o s a v e money 

b e t w e e n now and t h e n . 

REP. GODSHALL: And a t t h e same t i m e , 

a l l t h e s e c o n t r a c t s have t o f i t i n t o t h e A c t 129 

r e q u i r e m e n t s . 

MR. CAWLEY: They d o . 

REP . GODS HALL: W h i c h i s a l i t t l e b i t 

more c o m p l i c a t e d . 

MR. CAWLEY: They do, b u t , a g a i n , we 

c a n s o r t t h a t o u t . I d o n ' t h a v e any p r o b l ems 

s a y i n g t h a t . J u s t so you d o n ' t l ock us i n t o t o o 

ma n y r e s t r i c t i o ns . 

You do a v e r y good j o b o f o v e r s e e i n g 

u s . S o -- and i f we r e a l l y g e t o f f t h e t r a c k on 

t h i s, I'm s u r e t h a t you w o u l d h a v e us i n f o r a 

l i t t l e c h a t . 



R E P . GODS HALL: Thank y o u , 

M r . C h a i r m a n . 

CHAIRMAN PRESTON: Rep. B e y e r . 

R E P . BEYER: Good m o r n i n g , C h a i r m a n . 

C a w l e y . 

MR. CAWLEY: Good m o r n i n g . 

R E P . BEYER: A l l r i g h t . So I a d m i t i t , 

I'm a s t i c k y c u s t o m e r , b e c a u s e when t h e r a t e c a p s 

came o f f h e r e -- I l i ve j u s t a few m i l e s f r o m 

h e r e -- b u t my home was i n u n d a t e d w i t h c a l l s , 

c h o i c e , b u t , you know, I j u s t s t a y e d w i t h P P L . 

I t ' s j u s t -- I d o n ' t know what i t i s . You know, 

P P L ' s been a g r e a t company. And so I'm one o f 

t h o s e f o l k s t h a t d o n ' t -- n o t a s w i t c h e r . 

I c o m p l e t e l y a g r e e wi t h you t h a t t h e r e 

s h o u l d be no s w i t c h i n g r e q u i r e m e n t and no e a r l y 

t e r m i n a t i on f e e s . I c o m p l e t e l y a g r e e w i t h you on 

t h a t . 

I gues s my s t i c k i n g p o i n t w i t h you 

w o u l d be, why n o t have i t t o f i v e h u n d r e d 

k i l o w a t t ? You know, why n o t -- e v e n t h o u g h t h e r e ' s 

much more c o m p e t i t i o n , as you s u g g e s t , i n t h a t 

medium b u s i n e s s g r o u p , t h e r e ' s a r i s k. And t h e y ' r e 

g o i ng t o move i n and o u t , b u t so a r e c u s t o m e r s when 

t h e y s t a r t g e t t i n g s a v v y on t h i s . And 



m u n i c i p a l i t i es c o u l d be a b l e t o do t h a t . They 

c o u l d n e g o t i a t e a o n e - y e a r c o n t r a c t w i t h one g r o u p 

and t h e n t u r n a r o u n d and do a n o t h e r t h e f o l l o w i n g 

y e a r . So I'm n o t s u r e t h a t t h e r e ' s a r e a l s t r o n g 

c a s e n o t t o i n c l u d e o r e x p a n d a t l e a s t t h e s m a l l 

bus i n e s s b a s e . 

I'm i n t e r e s t e d i n p u t t i n g s c h o o l 

d i s t r i c t s i n t h i s . I h a v e DeS a l e s U n i v e r s i t y i n my 

l e g i s l a t i ve d i s t r i c t . I ' d l o v e t o p u t c o l l e g e s and 

u n i v e r s i t i e s i n t h i s . 

So t h o s e a r e my comments . 

MR. CAWLEY: Number one, you s h o u l d 

s w i t c h . 

R E P . BEYER: Why s h o u l d I s w i t c h ? 

MR. CAWLEY: B e c a u s e I s ay t o p e o p l e -¬

REP . BEYER: Save money? 

MR. CAWLEY: -- i f you -- t h i s i s 

p r o b a b l y a p o o r e x a m p l e f o r a l a d y . B u t I s a y , i f 

you c a n a f f o r d t o l i g h t a c i g a r w i t h a h u n d r e d 

d o l l a r b i l l o r two c i g a r s w i t h a h u n d r e d d o l l a r 

b i l l e v e r y y e a r , t h e n d o n ' t b o t h e r t o s w i t c h , 

b e c a u s e o b v i ous l y a h u n d r e d o r two h u n d r e d d o l l a r s 

d o e s n ' t mean a n y t h i n g t o y o u . B u t i f t h a t ' s 

s e r i o u s money t o y o u , you s h o u l d s w i t c h . 

R E P . BEYER: I s h o u l d s w i t c h . 



MR. CAWLEY: And PPL d o e s n o t c a r e . 

They d o n ' t c a r e . They d o n ' t make any money i n 

e l e c t r i c i t y . 

R E P . BEYER: Who do you recommend 

t h e n ? 

MR. CAWLEY: R e a l l y, i t d o e s n ' t m a t t e r 

whi ch one you t a k e . Y o u ' r e g o i n g t o s a v e somewhere 

b e t w e e n 10 and 15 p e r c e n t a y e a r . 

R E P . BEYER: O k a y . 

MR. CAWLEY: And PPL has r e m a i ned u n d e r 

P U C - r e g u l a t e d d i s t r i b u t i on r a t e s a l l a l ong, r i g h t 

f r o m t h e g e t - g o , and t h a t ' s t h e way i t ' s g o i n g t o 

c o n t i n u e . 

B u t anyway, l e t me a nswer y o u r q u e s t i o n 

more d i r e c t l y . You w i l l , I t h i n k , add t o t h e 

m i g r a t i o n r i sk i f you p u t b i g g e r bus i n e s s e s i n 

t h e r e and t h a t w i l l add t o t h e r i sk p r e m i u m . And 

t h a t w i l l d r i v e up d e f a u l t p r i c e s . You d o n ' t want 

t o do t h a t . 

You d o n ' t need t o i n c l u d e t h o s e b i g g e r 

c o m p a n i e s , I d o n ' t t h i n k . Now maybe we n e ed a r e a l 

s t u d y t o r e a l l y g e t t h i s a b s o l u t e . B u t t h e s e 

p e o p l e a r e a l r e a d y g e t t i ng l o t s o f o f f e r s . And I 

sus p e c t t h a t i f a l a r g e r company s a i d, " W a i t a 

m i n u t e . I'm l e g i s l a t i v e l y n o t i n c l u d e d h e r e , b u t 



I want t h a t g o o d d e a l t o o , " t h e w i n n i n g s u p p l i e r 

w o u l d p r o b a b l y i n c l u d e h i m . And i f t h e y won't -¬

i f t h a t company won't do i t , I ' d b e t you one o f t h e 

t h r e e d o z e n o t h e r ones w i l l . 

So I j u s t d o n ' t t h i n k you need t o add 

t o t h e r i sk by i n c l u d i n g more, b i g g e r c u s t o m e r s . 

I -- I 'm w i l l i n g t o be c o n v i n c e d o t h e r w i s e on t h a t 

p o i n t , b u t I ' d l e t t h e m a r k e t p l a c e t a k e c a r e o f 

t h a t p r o b l e m . 

R E P . BEYER: I s i t t o o p e r s o n a l t o a s k 

you who y o u r p r o v i d e r i s ? Do you mi nd? 

MR. CAWLEY: I d o n ' t m i n d , n o . I 

jum p e d i n r e a l e a r l y . 

R E P . BEYER: I w o u l d t h i nk t h a t you had 

t h e i n s i d e t r a c k on i t . 

MR. CAWLEY: No, r e a l l y . I l o o k e d a t 

l o w e s t p r i c e wi t h no s w i t c h i n g f e e , and I s i g n e d up 

w i t h ConEd S o l u t i o n s . And I s aw t h e i r m a r k e t -¬

t h e i r number d r o p p e d , and I went t o them, and I 

s a i d, Hey, I 'm a c u s t o m e r . How come I d o n ' t g e t 

t h e l o w e r p r i c e ? And t h e y t h o u g h t a b o u t i t f o r a 

whi l e . And I s a i d , Don't you want t o k e e p me 

r a t h e r t h a n h a v i n g me go t o a n o t h e r EGS f o r a l o w e r 

p r i c e . And t h e y t h o u g h t a b o u t i t , and t h e y s a i d , 

you know, y o u ' r e a b s o l u t e l y r i g h t . 



R E P . BEYER: T h e y ' r e h e r e t o d a y t o o . 

MR. CAWLEY: W e l l , R i c h i e Huds on l e f t . 

So -- b u t i t d o e s n ' t m a t t e r w h i c h one you go w i t h , 

y o u ' r e g o i n g t o s a v e . 

REP. BEYER: R i g h t . 

MR. CAWLEY: You s h o u l d do i t . 

R E P . BEYER: O k a y . Thank y o u . 

Thank y o u , M r . C h a i r m a n . 

CHAIRMAN PRESTON: M r . E v a n s . 

R E P . EVANS: Thank y o u , M r . C h a i r m a n . 

And i n c o n t r a s t t o my c o l l e a g u e , t h e 

l o v e l y l a d y f r o m L e h i gh V a l l e y , I won't as k any 

p e r s o n a l q u e s t i ons a b o u t y o u r a c c o u n t s , p e r s o n a l 

a c c o u n t s . 

I d i d want t o t r y t o c l a r i f y a l i t t l e 

b i t on t h e t e r m l i m i t s . And f r o m a l a y m a n ' s p o i n t 

of v i e w , you know, i f you a r e a l o c a l e l e c t e d 

o f f i c i a l , t h e f e e l i n g w o u l d be, I w o u l d g u e s s , t h a t 

t h e l o n g e r t e r m l i m i t you h a v e , t h e b e t t e r i n t h e 

way o f s a v i n g money, b u t i n y o u r t e s t i m o n y , you 

m e n t i o n t h a t t h e r e a r e s ome o t h e r f a c t o r s t h a t 

p e r h a p s c o u l d a l l o w a s h o r t e r t e r m t o be more 

b e n e f i c i a l f r o m a c o s t b a s i s f o r t h a t 

m u n i c i p a l i t y . 

I w o n d e r e d i f you c o u l d e x p a n d on t h a t , 



and i n l o o k i ng a t some o f t h e o t h e r r i s k f a c t o r s 

t h a t a l o n g - t e r m c o n t r a c t w o u l d -- w o u l d c r e a t e a 

d i s i n c e n t i v e . 

MR. CAWLEY: W e l l , t h e m a r k e t s go up 

and m a r k e t s go down. And i f you l e g i s l a t e t h a t a 

m u n i c i p a l i t y c a n e n t e r i n t o a c o n t r a c t w i t h a 

s u p p l i e r a t a f i x e d p r i c e f o r , l e t ' s s a y , f i v e 

y e a r s , i t i s h i g h l y l i k e l y t h a t d u r i ng t h a t 

f i v e - y e a r p e r i o d , t h e a v a i l a b l e m a r k e t p r i c e , o t h e r 

o f f e r s a r e g o i n g t o be above and a r e g o i n g t o be 

b e l ow t h a t l o c k e d - i n p r i c e . 

The -- t h e d i s i n c e n t i ve f o r an e l e c t e d 

o f f i c i a l t o t a k e t h e r i s k t h a t t h e m a r k e t i s g o i ng 

t o d r o p s ubs t a n t i a l l y b e l o w t h e l o c k e d - i n p r i ce may 

be so g r e a t t h a t t h e e l e c t e d o f f i c i a l w i l l s a y , You 

know, I'm n o t g o i n g t o t a k e t h e c h a n c e . I know i f 

we -- i f we do t h i s r i g h t , c u s t o m e r s c a n s ave some 

money and we mi g h t be a b l e t o g e t them a b e t t e r 

d e a l t h a n t h e y c a n g e t i n d i v i d u a l l y , b u t I 'm g o i ng 

t o j u s t l e t them i n d i v i d u a l l y t r y t o g e t t h e bes t 

d e a l . I 'm n o t g o i ng t o t a k e t h e r i s k t h a t I 'm 

g o i ng t o e n t e r i n t o a p r i c e t h a t i s g o i ng t o be t o o 

h i g h come e l e c t i o n t i me. 

So I want e l e c t e d o f f i c i a l s t o e n t e r 

i n t o t h e s e p r o g r a m s b e c a u s e i t g e t s p e o p l e t o 



s w i t c h . P e o p l e h a v e f a i t h i n t h e i r e l e c t e d 

o f f i c i a l s t o make a good j u d g m e n t , t o l o o k i n t o t h e 

p r o g r a m s t h a t a r e a v a i l a b l e and t o make a good 

c h o i c e . And t h a t o v e r c o m e s t h e -- t h e c u r r e n t 

d i s t r u s t , t h e m i s c o n c e p t i o n s , t h e a p a t h y . None o f 

whi ch any member o f t h i s commi t t e e i s g u i l t y o f , 

I'm su r e . 

So t h a t ' s t h e d e a l . 

REP . EVANS: From t h e u t i l i t y ' s p o i n t 

o f v i e w , l o o k i n g a t r i s k , you m e n t i o n e d some 

pos s i b l e s c e n a r i o s t h a t d o n ' t know i n t h e f u t u r e 

what c o u l d h a p p e n , t h e f a i l u r e o f t h e g r i d , o f 

n a t u r a l d i s a s t e r , t h o s e t y p e s o f t h i ngs , s o t h e 

p r o v i d e r a l s o w o u l d be l o o k i n g a t r i sk i n a l o n g -

t e r m c o n t r a c t as w e l l , w o u l d t h e y n o t ? 

MR. CAWLEY: Oh, t h e y a r e . And, as I 

s a i d, t h e i r c r y s t a l b a l l i s n ' t any b e t t e r t h a n 

y o u r s o r m i n e . And o u r e x p e r i e n c e i s, i s t h a t 

t h e y ' r e g o i n g t o p u t a r i s k p r e m i um i n t h e r e . I f 

t h e y s i g n a c o n t r a c t f o r f i v e y e a r s when t h e y d o n ' t 

know what t h e i r g e n e r a t i on c o s t s a r e g o i n g t o be, 

t h e y w o u l d be -- t h e y w o u l d be v e r y f o o l i s h 

bus i n e s s m e n n o t t o t r y t o p r o t e c t thems e l v e s , 

T h e y ' l l t r y t o -- i f I were t h e y , I ' d t r y t o p u t a 

p r o v i s i o n i n t h e c o n t r a c t t h a t a l l o w e d them t o 



r e n e g o t i a t e i t i f t h e c o n t r a c t p r i c e v a r i e s 

s i g n i f i c a n t l y o v e r t h e f i v e - y e a r p e r i o d . Maybe t h e 

m u n i c i p a l o f f i c i a l s w o u l d want t o do t h a t . 

B u t -- now, a g a i n , you c u r e a l o t o f 

t h i s i f you e l i m i n a t e t h e s w i t c h i ng r e s t r i c t i ons 

and t h e e a r l y t e r m i n a t i o n f e e s . 

So i f a muni c i p a l a g g r e g a t i on p r o g r a m 

i s f o r f i ve y e a r s and t h e b o t t o m f a l l s o u t o f 

n a t u r a l gas p r i c e s and t h e c o n t r a c t e d p r i c e i s way 

above m a r k e t p r i c e s , t h e c u s t o m e r s , I hope, e v e n 

t h o u g h t h e y ' r e f a i r l y s t i c k y , i t ' s g o i n g t o g e t 

a r o u n d t h a t t h e y c a n g e t a much b e t t e r d e a l 

e l s e w h e r e, and t h e y ' l l l e a v e , and t h e n t h e 

m u n i c i p a l o f f i c i a l s h a v e egg on t h e i r f a c e . 

So I w o u l d l e a v e t h a t o u t -- t h a t o u t 

t o l e t c u s t o m e r s h a v e r e a l c h o i c e h e r e and c r e a t e 

i n c e n t i v e s f o r m u n i c i p a l o f f i c i a l s t o e n t e r i n t o 

t h e s e p r o g r a m s . 

REP. EVANS: Thank y o u . 

CHAIRMAN PRESTON: R e p . R e i c h l e y . 

REP . REICHLEY: I w i l l make t h i s r e a l 

f a s t . I know we a r e a b o u t t w e n t y mi n u t e s o v e r 

s c h e d u l e now. 

MR. CAWLEY: T h a t ' s my f a u l t , n o t y o u . 

REP . REICHLEY: Y o u ' r e a n s w e r i ng a l o t 



o f q u e s t i ons . 

G o i ng t o t r y t o combi ne two q u e s t i o n s 

i n t o o n e . On page s e v e n o f y o u r t e s t i m o n y , i n t h e 

m i d d l e p a r a g r a p h , t h e mi d d l e s e n t e n c e : I f t o o many 

cus t o m e r s mi g r a t e , t h e s u p p l i e r may be s t u c k w i t h 

e x c e s s w h o l e s a l e g e n e r a t i o n t h a t c a n n o t be r e s o l d 

p r o f i t a b l y . 

And t h a t s e n t e n c e s t u c k o u t t o me. I s 

t h e way t h a t t h a t g e t s s o l v e d w i t h t h e r i s k 

premiums t h a t t h e y ' r e g o i n g t o i n c o r p o r a t e i n t h e 

b i d p r i c e , o r do we need t o be c o n c e r n e d t h a t -¬

w i t h t h e p r o s p e c t o f mas s m i g r a t i on o f w h o l e s a l e , 

w i t h t h e -- e x c u s e me -- m u n i c i p a l a g g r e g a t o r s , we 

a r e g o i n g t o be s t u c k t h e c o m p a n i es t h a t a r e a l l o f 

a s udden now b e c o m i n g u n p r o f i t a b l e, and t h e n we've 

g o t a m a r k e t d e c l i n i n g i n t e r m s o f c o m p e t i t i v e 

p r o v i d e r s ? 

And t h e l a s t p a r t i s , i s t h e r e 

a n y t h i ng, as t h e r e g u l a t o r o f t h i s, a n y t h i ng 

c o n t r o v e r s i a l a b o u t t h i s t o p i c t h a t we s h o u l d a l so 

be aware o f ? 

So w i t h t h a t I ' l l -¬

MR. CAWLEY: F i r s t o f a l l , t h e r e 

c e r t a i n l y wi l l be a r i s k p r e m i um t h a t w i l l be 

h i g h e r t h a n o t h e r w i s e w o u l d be i f m u n i c i p a l 



a g g r e g a t i on s t a r t s c u t t i ng i n t o t h e amount o f 

d e f a u l t s u p p l y t h a t ' s n e e d e d . 

I f t h e w h o l e s a l e s u p p l i e r who's b i d d i n g 

i s n o t g i v e n b e t t e r k n o w l e d g e t h a n we c u r r e n t l y 

g i v e them a b o u t t h e amount o f m i g r a t i o n t h a t i s 

l i k e l y -- t h a t was a l o n g s e n t e n c e . L e t me t r y t o 

s a y i t s i mpl e r . The way you c u r e i t i s , as I t r i e d 

t o d e a l w i t h i n my t e s t i mony, i s -- i s t o g a t h e r 

i n f o r m a t i on a b o u t who's g o i ng t o m u n i c i p a l l y 

a g g r e g a t e , and we s h a r e t h a t w i t h t h e s u p p l i e r s so 

t h e i r b i d s c a n be more e d u c a t e d and t h e y s ee t h i s 

i s c o m i n g , t h e amount o f d e f a u l t s u p p l y i s n o t 

g o i ng t o be as h i g h as i t n o r m a l l y w o u l d b e c a u s e o f 

t h e a g g r e g a t i o n . We d o n ' t h a v e t o b i d t o s u p p l y as 

much power, and we h a v e a p r e t t y good i dea what t h e 

l e v e l o f c u s t o m e r s a r e g o i n g t o b e . 

I f you do t h a t , t h e n i t w i l l be more 

e d u c a t e d b i d s and t h e r e won't be as h i g h a r i sk 

p r e m i um i n v o l v e d . I t ' s -- i t ' s f a i r l y , f a i r l y 

eas i l y d e a l t wi t h , I t h i n k . 

And as f a r as w h e t h e r t h e r e ' s a n y t h i ng 

c o n t r o v e r s i a l h e r e , t o me, t h e o n l y t h i ng 

c o n t r o v e r s i a l a b o u t t h i s l e g i s l a t i o n i s -- i s 

g i v i n g m u n i c i p a l c u s t o m e r s t h e i d e a t h a t y o u ' r e 

p u t t i n g them i n j a i l f o r a p e r i o d o f t i me t h a t 



t h e y ' v e g o t t o pay a p r i c e . 

I t h i n k , e v e n i f i t i s a b e t t e r p r i c e 

t h a n t h e d e f a u l t p r i c e , o r e v e n b e t t e r t h a n t h e y ' v e 

b een a b l e t o g e t i n d i v i d u a l l y f r o m s u p p l i e r s , t h e 

w h o l e i d e a t h a t " I 'm l o c k e d " i n r u b s p e o p l e t h e 

wrong way, and t h e m u n i c i p a l o f f i c i a l s a r e s m a r t 

enough t o see t h a t and, t h e r e f o r e , t h e y may be 

r e l u c t a n t t o e n t e r i n t o t h e s e p r o g r a m s b e c a u s e t h e y 

j u s t d o n ' t want t o d e a l w i t h t h i s . 

So, a g a i n , t h e way you c u r e i t , i n my 

v i e w , i s I w o u l d n ' t -- I w o u l d n ' t e v e n b o t h e r wi t h 

o p t - i n p r o g r a m s . I w o u l d hav e o p t - o u t p r o g r a m s 

o n l y b u t e l i m i n a t e t h e s w i t c h i ng r e s t r i c t i ons and 

t h e e a r l y t e r m i n a t i o n f e e s . T h e r e f o r e , y o u ' r e n o t 

l o c k e d i n . We hav e an o p t - o u t p r o g r a m t h a t g e t s 

e v e r y b o d y i n ; you d o n ' t h a v e t o do a t h i n g . I 

t r u s t y o u , p u b l i c o f f i c i a l . You've l o o k e d i n t o 

t h i s . And i f I d o n ' t l i ke i t , I c a n g e t o u t any 

t i m e . 

M u n i c i p a l o f f i c i a l ' s more l i k e l y t o 

e n t e r i n t o t h e p r o g r a m and t h e c u s t o m e r s a r e more 

l i k e l y t o s t a y . And, t h e r e f o r e , we r e d u c e down t o 

h o p e f u l l y a v e r y s mal l r e s i due o f t h o s e who h a v e n ' t 

s w i t c h e d . 

CHAIRMAN PRESTON: Thank you v e r y much, 



Commis s i o n e r . We r e a l l y a p p r e c i a t e i t . 

MR. CAWLEY: My p l e a s u r e . 

CHAIRMAN PRESTON: N e x t we have B r i a n 

Crowe, v i ce p r e s i d e n t , e n e r g y a c q u i s i t i on f o r PECO 

E n e r g y Company. 

B e f o r e you g e t s t a r t e d , I w i l l j u s t 

s i m p l y s a y t h i s r e a l q u i c k . Today i s G a i l D a v i s ' s 

b i r t h d a y . S he i s o l d . We a l l want t o w i s h h e r a 

happy b i r t h d a y . ( A p p l a u s e . ) 

T h a t b e i n g s a i d , M r . C r o w e . 

MR. CROWE: Thank y o u , C h a i rman 

P r e s t o n . 

C h a i r m a n P r e s t o n , C h a i r m a n G o d s h a l l , 

members o f t h e c o m m i t t e e , t h a n k you f o r i n v i t i n g me 

h e r e t o d a y . I am B r i an Crowe, t h e v i c e p r e s i d e n t 

o f e n e r g y a c q u i s i t i o n s f o r PECO. I n t h a t r o l e, I 

o v e r s e e t h e p u r c h a s i n g o f power f o r d e f a u l t s e r v i c e 

c u s t o m e r s as w e l l as t h e i n t e r a c t i o n wi t h a l l t h e 

r e t a i l s u p p l i e r s who s e r v e c u s t o m e r s i n t h e PECO 

t e r r i t o r y . 

I a p p r e c i a t e t h e o p p o r t u n i t y t o t e s t i f y 

h e r e t o d a y on b e h a l f o f PECO on House B i l l 2619, 

i n t r o d u c e d by C h a i rman P r e s t o n . PECO b e l i e v e s t h a t 

m u n i c i p a l a g g r e g a t i o n l e g i s l a t i o n , i f p r o p e r l y 

s t r u c t u r e d , c a n p r o v i de a c o m p l e m e n t a r y o p t i o n t o 



s u p p o r t c o m p e t i t i o n and c h o i c e i n PA, as y o u ' v e 

h e a r d . 

PECO's commi t t e d t o s u c c e s s f u l l y s e e i n g 

i t s c u s t o m e r s t h r o u g h t h e t r a n s i t i o n p e r i o d , as we 

come o u t o f r a t e c a p s a t t h e end o f t h i s y e a r and 

we're m o v i n g i n t o t h e c o m p e t i t i v e m a r k e t 

s t r u c t u r e . We b e l i e v e c o m p e t i t i v e m a r k e t s p r o v i de 

t h e b e s t o p p o r t u n i t y f o r c u s t o m e r s t o p r o c u r e 

r e a s o n a b l y p r i c e d p o w e r . 

Over t h e pas t y e a r , we've w o r k e d t o 

e d u c a t e c u s t o m e r s a b o u t t h e end o f r a t e c a p s on 

J a n u a r y 1 s t and e n c o u r a g i ng them t o s ho p f o r 

e l e c t r i c i t y f r o m a l t e r n a t i v e s u p p l i e r s and 

u n d e r s t a n d what t h e i r c h o i c e s a r e . 

I n a d d i t i on t o p r o m o t i n g s h o p p i n g among 

cu s t o m e r s , we a l s o a r e p r o c u r i ng e n e r g y f r o m t h e 

c o m p e t i t i v e m a r k e t f o r c u s t o m e r s who do n o t s e l e c t 

an a l t e r n a t i v e s u p p l i e r . And t o d a t e we've 

c o m p l e t e d t h r e e o f f o u r s c h e d u l e d p r o c u r e m e n t s f o r 

201 1 . T h a t ' s a b o u t 72 p e r c e n t o f t h e s u p p l y we 

need f o r t h e r e s i d e n t i a l c u s t o m e r s i n t h e PECO 

t e r r i t o r y . The r e m a i n i n g 28 p e r c e n t w e ' l l be 

p r o c u r i n g s h o r t l y , on S e p t e m b e r 2 0 t h , and t h a t w i l l 

c o m p l e t e o u r p r o c u r e m e n t s f o r 2 0 1 1 . 

T h e r e ' s b a s i c a l l y two e l ements i n t h e 



b i l l s t h a t go t o c u s t o m e r s t h a t d e l i v e r y r a t e s , and 

PECO has a p e n d i n g s e t t l ement b e f o r e t h e commiss i o n 

e f f e c t i v e J a n u a r y f o r t h e d e l i v e r y r a t e s . And we 

a l s o h a v e t h e g e n e r a t i o n s u p p l y t h a t we t a l k e d 

a b o u t . And whi l e t h e y b o t h a r e s t i l l p e n d i n g i n 

t e r m s o f t h e f i n a l o u t c o m e , we a n t i c i p a t e a t t h i s 

p o i n t t h a t PECO c u s t o m e r s w o u l d s ee an i n c r e a s e o f 

l e s s t h a n 10 p e r c e n t when t h e r a t e c a p s e x p i r e 

i n t h e end o f t h i s y e a r . S o , f o r t h e a v e r a g e 

c u s t o m e r , t h a t ' s a b o u t e i g h t d o l l a r s on a 

r e s i d e n t i a l b i l l . 

PECO r e s p e c t f u l l y r e c o m m e n d s , as you 

a p p r o a c h l e g i s l a t i on on m u n i c i p a l a g g r e g a t i o n i n 

P A , members o f t h e commi t t e e and t h e g e n e r a l 

a s s embly s h o u l d e n s u r e t h a t i t meets a c o u p l e o f 

c r i t e r i a . One, t h a t c u s t o m e r s a r e i n f o r m e d and 

t h a t a d e q u a t e c o n s umer p r o t e c t i o n s a r e i n v o l v e d ; 

c o n s i s t e n c y o f m u n i c i p a l a g g r e g a t i o n p r o c u r e m e n t s 

w i t h t h e c o m p e t i t i ve m a r k e t model ; and t h e n 

p r o t e c t i o n a g a i n s t c o s t s h i f t i ng f r o m one g r o u p o f 

c u s t o m e r s t o a n o t h e r i n t h e m a r k e t . 

Whi l e we s u p p o r t t h e c o n c e p t o f 

m u n i c i p a l a g g r e g a t i o n and many p r o v i s i o n s o f House 

B i l l 2 6 1 9 , we c o n t i n u e t o h a v e a few a r e a s o f 

c o n c e r n a b o u t t h e l e g i s l a t i on as i t ' s c u r r e n t l y 



w r i t t e n , whi ch I ' d l i k e t o b r i e f l y d i s c u s s , and 

t h e r e ' s t h r e e . 

The f i r s t i s as s u r a n c e o f a c o m p e t i t i v e 

p r o c e s s f o r a g g r e g a t i on p r o c u r e m e n t s t h a t i n c l u d e s 

a r e q u i r e m e n t f o r l e a s t - c o s t p r o c u r e m e n t . So when 

m u n i c i p a l i t i es and t h e f o l k s w o r k i n g wi t h them go 

o u t , we want t o make s u r e t h e y ' r e g e t t i ng t h e b e s t 

pos s i b l e p r i ce f o r t h e c u s t o m e r s and r e q u i r i n g t h a t 

t h e y do t h a t on a l e a s t - c o s t b a s i s t h r o u g h a 

c o m p e t i t i ve m o d e l . 

T h i s i s s i m i l a r t o t h e c o m p e t i t i v e 

m a r k e t model s t h a t we us e t h a t a r e a p p r o v e d by t h e 

commis s i o n t h a t e n s u r e t h e bes t p o s s i b l e p r i c e s f o r 

t h e c u s t o m e r s t h a t a r e on d e f a u l t s e r v i c e . 

T h i s i s i m p o r t a n t b e c a u s e t h e r e i s a 

p o t e n t i a l wi t h t h e l e g i s l a t i o n t o hav e some l o n g e r -

t e r m c o n t r a c t s t h a t b i n d c u s t o m e r s f o r a number o f 

y e a r s , p o t e n t i a l l y , and p a r t i c u l a r l y on an o p t - o u t 

bas i s , and i f t h e r e a r e p e n a l t y f e e s as s o c i a t e d 

w i t h t h a t , t h e cu s t omer s h o u l d a t l e a s t h a v e had 

t h e o p p o r t u n i t y t o g e t t h e l o w e s t p r i c e a t t h e t i m e 

t h a t i t was p r o c u r e d . 

S e c o n d i t e m i s what was d i s c u s s e d 

e a r l i e r a b o u t i n t e g r a t i o n o f t h e a g g r e g a t i on p l a n s 

w i t h u t i l i t y d e f a u l t s e r v i c e p l a n s . PECO b e l i e v e s 



i t ' s e s s e n t i a l t o i n c l u d e l anguage t h a t w o u l d 

c o o r d i n a t e t h e e l e c t r i c d i s t r i b u t i o n company 

d e f a u l t s e r v i c e p l ans wi t h any m u n i c i p a l 

a g g r e g a t i on p r o g r a m s t h a t muni c i p a l i t i e s may 

i m p l e m e n t . 

O p t - o u t p r o c u r e m e n t s , u n l i k e o p t - i n 

p r o c u r e m e n t s , a r e f o l k s , you k n o w , s i g n i n g up wi t h 

s u p p l i e r s thems e l v e s , c a n c a u s e l a r g e b l o c k s o f 

l o a d , c u s t omer l o a d , t o move i n and o u t o f t h e 

d e f a u l t s e r v i c e p r o g r a m s . And i t i s d i f f i c u l t f o r 

t h e w h o l e s a l e s u p p l i e r s who p r o v i de s e r v i c e t o us 

o v e r a p e r i o d t o d e t e r m i ne how much t h a t l oad i s . 

As was d i s c u s s e d e a r l i e r , t h a t w o u l d i n v o l v e , 

t h e n -- t h e y ' r e g o i n g t o p r i c e i n a r i s k p r e m ium 

f o r t h a t . 

S y n c h r o n i z i n g t h e m u n i c i p a l a g g r e g a t i o n 

p r o g r a m s w i t h t h e d e f a u l t s e r v i c e p r o g r a m s w o u l d 

r e d u c e t h i s u n d e r an o p t - o u t m o d e l , and we w o u l d 

want t o make s u r e t h a t t h e y s y n c up so t h a t t h e 

c u s t o m e r s who r e m a i n on d e f a u l t s e r v i c e a r e g e t t i n g 

t h e b e s t p r i ce t h e y c a n and t h e muni c i p a l 

a g g r e g a t i on c u s t o m e r s a r e g e t t i n g t h e b e s t p r i c e 

t h e y c a n . 

The t h i r d i t e m I ' d l i k e t o d i s c u s s i s 

t o g i v e t h e PUC t h e a u t h o r i t y t o l i m i t t h e d u r a t i o n 



o f t h e m u n i c i p a l a g g r e g a t i o n c o n t r a c t s and 

d e t e r m i n e t h e t e r m s and c o n d i t i o n s u n d e r w h i c h 

c u s t o m e r s i n o p t - o u t p r o g r a m s a r e r e q u i r e d t o pay 

e x i t p e n a l t i e s . So we've t a l k e d a b o u t w h e t h e r 

t h e y ' r e r e q u i r e d o r n o t r e q u i r e d . The commis s i o n 

m i g h t h a v e t h i s l a t i t u d e and do i t . F o r a c e r t a i n 

p e r i o d o f t i me, t h e y may be a l l o w e d l o n g e r 

c o n t r a c t s ; t h e y may be a l l o w e d f o r t h e i n i t i a l 

p e r i o d b u t n o t l a t e r i n t h e p e r i o d . So we t h i n k 

t h e r e ' s s ome o p t i o n s t h e r e . 

When you l o o k a t l o n g e r t e r m c o n t r a c t s , 

o b v i o u s l y , o v e r t i me, m a r k e t p r i c e s do move, and 

t h e r e w i l l be p r e s s u r e f r o m c u s t o m e r s t o e x i t t h e 

p r o g r a m e a r l y , i f t h e p r i c e t h a t t h e y ' r e p a y i n g , 

t h e y c a n f i n d a c h e a p e r p r i ce i n t h e m a r k e t . S o , 

you k n o w , t h e PUC s h o u l d h a v e t h e a b i l i t y t o 

d e t e r m i n e t h e m a x i mum a l l o w e d l e n g t h o f t h e 

m u n i c i p a l a g g r e g a t i o n p r o g r a m s and t h e d u r a t i on a t 

whi ch c u s t o m e r s may pay p e n a l t i e s , i f t h e y ' r e 

a l l owed. 

F i n a l l y , we b e l i e v e t h e PUC s h o u l d be 

a u t h o r i z e d t o e s t a b l i sh f i n a n c i a l s e c u r i t y 

r e q u i r e m e n t s o f e n e r g y s u p p l i e r s f o r a g g r e g a t i o n 

p r o g r a m s , so h a v i n g t h e a g g r e g a t i on s u p p l i e r pos t 

some t y p e o f f i n a n c i a l s e c u r i t y t o make s u r e t h e y 



d o n ' t w a l k away f r o m t h e c o n t r a c t . So i f t h e s e 

c o n t r a c t s go a c o u p l e o f y e a r s -- o b v i o u s l y i f 

m a r k e t p r i c e s go up and i t c o s t s them more t o s e r v e 

t h o s e c u s t o m e r s t h e n i s i n t h e i r c o n t r a c t , you 

d o n ' t want them t o w a l k away and s e n d t h e c u s t o m e r s 

b a c k and t h e c u s t o m e r s n o t t o see t h e i r d i s c o u n t s . 

So we t h i nk t h a t t h a t s e c u r i t y s h o u l d be t h e r e f o r 

t h e t e r m o f t h e c o n t r a c t . 

S o , i n c o n c l u s i o n , we s u p p o r t t h e 

c o n c e p t o f a w e l l - s t r u c t u r e d muni c i p a l a g g r e g a t i on 

p r o g r a m . And we t h i n k t h e k e y t o t h i s i s r e a l l y t o 

h a v e t h e c onsumer p r o t e c t i o n and make s u r e i t ' s 

c o n s i s t e n t w i t h t h e c o m p e t i t i v e m a r k e t m o d e l . 

I ' d l i k e t o commend C h a i rman P r e s t o n 

f o r h i s l e a d e r s h i p on t h i s i s s ue as w e l l as 

C h a i r m a n G o d s h a l l and t h e r e s t o f t h e c o m m i t t e e f o r 

t h e i r w i l l i n g n e s s t o c o n s i d e r t h e e l ements t h a t 

we've r a i s e d t o d a y . 

So we hope t h a t t h e members o f t h e 

c o m m i t t e e and t h e members o f t h e g e n e r a l a s s e m b l y 

w i l l s t r o n g l y c o n s i d e r t h e s e i s s u e s as we move 

f o r w a r d , and I t h a n k you f o r y o u r t i me and be happy 

t o ans wer any q u e s t i o n s t h a t you h a v e . 

CHAIRMAN PRESTON: I d o n ' t h a v e any 

q u e s t i ons o t h e r t h a n t h e f a c t t o s a y , as y o u ' v e 



w a t c h e d t o d a y , a n d , you k n o w , what we h a d l a s t week 

and t h e c o n v e r s a t i on's been g o i n g o n , you c a n see 

us l i s t e n i n g and t r y i ng t o work t h i n g s o u t e v e n as 

we're g o i ng t h r o u g h h e r e and t h e n h e a r i ng t h e 

c h a i r m a n i n h i s s t a t e m e n t s . 

I t h i n k t h a t some o f y o u r c o n c e r n s , 

d o e s n ' t mean t h a t e v e r y t h i n g c a n h a p p e n , b u t we're 

g o i ng t o -- you know how I am, we're g o i n g t o see 

what we c a n r e a l l y t r y t o d o . 

And i t wi l l n o t -- i t wi l l n o t be 

b l i nds i d e d by e v e r y t h i n g . We w i l l s ee what we c a n 

d o . T h a t ' s t h e b e s t I c a n s a y . 

MR. CROWE: Thanks f o r y o u r 

c o n s i d e r a t i o n . We a p p r e c i a t e t h e o p p o r t u n i t y t o be 

h e r e . 

CHAIRMAN PRESTON: We're g o i n g t o 

t r y i n g t o s e e , b e c a u s e we knew t h i s p r o b l e m was 

c o m i n g and t r y i ng t o f i g u r e i t o u t , b u t h e a r i ng t h e 

c o n v e r s a t i o n s g e l l i n g t o d a y , I t h i n k i t g i v e s us 

more o f a c h a n c e t o l ook a t i t , and I t h i n k t h a t 

t h e members t h e m s e l v e s , and as you have h a d a 

c h a n c e t o f e e l t h a t t o o . And t h e n w e ' l l be a b l e t o 

h e a r t h a t , you know, t h e p e o p l e who come a f t e r y o u , 

be i n t e r e s t i ng t o h e a r t h e g i v e and t a k e . 

O k ay? 



MR. CROWE: Thank y o u , C h a i r m a n . 

CHAIRMAN PRESTON: Thank you v e r y much. 

We're go t o -- I 'm s o r r y . C h a i r m a n 

G o d s h a l l . 

R E P . GODS HALL: You m e n t i o n e d b r i e f l y 

s o m e t h i n g t h a t was b r o u g h t up b e f o r e p e r t a i n i ng t o 

t h e r i s i n g c o s t s o f c u s t o m e r s r e m a i n i n g i n a 

d e f a u l t s e r v i c e p o o l . How do you -- I mean, what 

a r e y o u r t h o u g h t s on t h a t as f a r as a b i l l ? And 

what w o u l d -- how w o u l d t h a t a f f e c t y o u r company a t 

t h i s p o i n t ? 

MR. CROWE: Wel l , when t h e -¬

REP. GODS HALL: Wi t h t h e b i l l , i f i t , 

you know, w o u l d go t h r o u g h as i t i s . 

MR. CROWE: I f i t w o u l d go t h r o u g h 

w i t h o u t s y n c h r o n i z i n g t h e d e f a u l t s e r v i c e p l a n s 

w i t h t h e m u n i c i p a l a g g r e g a t i o n p r o g r a m s , two t h i ngs 

w i l l h a p p e n . F i r s t , t h e s u p p l i e r s who a r e a l r e a d y 

s e r v i n g u s , who have l o c k e d i n p r i c e s t o s e r v e u s , 

t h e y ' r e g o i n g t o be -- have a d d i t i o n a l r i s k b e c a u s e 

t h e r e a r e now c h a n c e s o f l a r g e r c u s t o m e r s -- l a r g e 

g r o u p s o f c u s t o m e r s b e i n g moved i n and o u t . So 

t h e y ' v e g o t some r i s k w i t h t h e c u r r e n t p l a n t h e y ' v e 

c o m m i t t e d t o . 

I w o u l d s ay t h e o t h e r p i ece t h a t 



h a p p e n s , i s f u t u r e b i d d e r s , w h e t h e r t h e ones on 

S e p t e m b e r 2 0 t h , i n t o o u r l a s t p r o c u r e m e n t , o r 

f u t u r e p r o c u r e m e n t s t h a t w e're d o i n g , t h e y ' r e g o i n g 

t o h a v e t o f a c t o r t h a t i n and s a y , t h e r e ' s a 

p o t e n t i a l f o r a l a r g e g r o u p o f c u s t o m e r s t o l e a v e 

and -- and t h e y ' r e o n l y g o i ng t o l e a v e i f t h e p r i c e 

i s b e t t e r somewhere e l s e . R i g h t ? S o i t ' s c l e a r l y 

a r i s k p r e m i um. 

I f t h e p r i c e , you know, i n m a r k e t goes 

h i g h e r , and t h e y ' v e c o m m i t t e d t o a p r i c e , 

t h e y ' r e -- you know, t h e c u s t o m e r ' s g o i ng t o s t a y 

w i t h us . S o t h e r e i s a r i s k p r e m i um t h a t t h e y ' r e 

g o i ng t o f a c t o r i n t o t h e i r b i d s , i f l e g i s l a t i on 

pas s e s o r e v e n p e n d i n g l e g i s l a t i o n , t h a t t h e y ' r e 

g o i ng t o h a v e t o a n t i c i p a t e w h a t ' s g o i n g t o h a p p e n 

i n t h e f u t u r e w i t h t h e s e o p t - o u t p r o g r a m s . And i t 

d o es p r o v i d e p r i c e r i sk t h a t g e t s b a c k and t h e n 

g e t s p a i d by t h e p e o p l e who r e m a i n on t h e d e f a u l t 

s e r v i c e p l a n . 

R E P . GODS HALL: T h i s was m e n t i oned by 

b o t h PUC and Sonny as a -- as one o f t h e c o n c e r n s . 

And t h e o t h e r t h i n g I w a n t e d t o ask 

a b o u t was s o m e t h i n g t h a t was u n i q u e a b o u t t h e 

a u t h o r i z e d -- PUC a u t h o r i z e d t o e s t a b l i sh f i n a n c i a l 

s e c u r i t y r e q u i r e m e n t s f o r e n e r g y s u p p l i e r s f o r 



a g g r e g a t i on p r o g r a m s . I s t h a t t r u e t o d a y i n any 

f o r m? 

MR. CROWE: No. To d a y ' s s u p p l i e r s 

pay 

R E P . GODS HALL: I know PECO's n o t t h e r e 

y e t a t t h i s p o i n t , b u t , you know, w i t h t h e o t h e r 

c o m p a n i e s , do any o f t h e s e c o m p a n i e s t h a t a r e 

c o m i n g i n , l i k e -- as I s a i d , I'm P P & L , and I have 

f o u r t e e n , f i f t e e n d i f f e r e n t c o m p a n i e s t h a t 

c o n t a c t e d , you know, me c o n c e r n i n g t h a t . A r e any 

o f t h o s e -- any o f t h o s e c u s t o m e r s h a v e any k i n d o f 

a b a c k u p ? 

And I g u e s s I'm l o o k i ng a t E n r o n a few 

y e a r s b a c k . 

MR. CROWE: We a c t u a l l y h ad a p r o g r a m 

i n t h e e a r l i e r p a r t o f t h e d e c a d e t h a t r e s u l t e d 

f r o m o u r r e s t r u c t u r i n g s e t t l e m e n t i n 1998, and we 

a g r e e d t o do s o m e t h i n g c a l l ed c o m p e t i t i v e d e f a u l t 

s e r v i c e , where we a g r e e d t o t a k e 20 p e r c e n t o f t h e 

r e s i d e n t i a l c u s t o m e r s and have them b i d o u t f o r a 

d i s c o u n t o f f PECO's r a t e . And I b e l i e v e a t t h e 

t i m e t h e d i s c o u n t was 2 p e r c e n t . 

The wi n n i ng b i d d e r was a company c a l l e d 

New P o w e r , w h i c h was a c o m b i n a t i o n o f AOL, and 

E n r o n was i n v o l v e d i n t h a t as w e l l . And b a s i c a l l y , 



d u r i n g t h e p e r i od o f t h e c o n t r a c t , when m a r k e t 

p r i c e s r o s e , t h e y w a l k e d away. And t h e y t u r n e d t h e 

cus t o m e r s b a c k . And i n t h e PJM power p o o l , t h o s e 

cus t o m e r s i m m e d i a t e l y went b a c k t o PECO's l o a d , so 

PECO h a d t o , you know, t h r o u g h i t s d e f a u l t s e r v i ce 

a t t h a t t i m e , h a d t o abs o r b t h e r i s k o f g e t t i ng 

t h o s e c u s t o m e r s b a c k d u r i n g t h e p e r i od o f r i s i n g 

p r i c e s . 

So i t i s pos s i b l e t h a t f o l k s -- i f t h e y 

see t h e e nd o f t h e co n t r a c t an d t hey ' r e ou t o f 

money on t h e c o n t r a c t , t h e r e i s a r i sk t h a t t h e y 

c o u l d s e n d t h o s e c u s t o m e r s b a c k , and we'd l i k e t o 

see some t y p e o f f i n a n c i a l s e c u r i t y t h a t ' s a t r i sk 

f o r them i n o r d e r t o keep them i n t h e m a r k e t when 

p r i c e s go o u t o f t h e money. O b v i ous l y , t h e y ' l l 

s t a y i f t h e cu s t o m e r s a r e p r o f i t a b l e , b u t i f , f o r 

t h e r e m a i n d e r o f t h e t e r m , you know, i t ' s g o i ng t o 

co s t t h e m , p o t e n t i a l l y , more t o s e r v e t h o s e 

cus t o m e r s t h a n t h e y c a n c h a r g e , we want t o make 

s u r e t h e y f u l f i l l t h o s e o b l i g a t i o n s t o t h e 

cus t o m e r s . 

REP. GODS HALL: I t o t a l l y a g r e e w i t h 

t h a t . I was one o f t h e ones t h a t s i g ned up w i t h 

E n r o n . You know -¬

MR. CROWE: I t was E n r o n , AOL, and I BM 



were t h e t h r e e . S o t h r e e b i g -- p r e t t y b i g 

c o m p a n i e s . 

R E P . GODS HALL: I t was a good d e a l a t 

t h e t i me. And -- so I r e a l l y -- I t h i n k t h a t ' s an 

e x c e l l e n t s u g g e s t i o n . You know, t h e r e s h o u l d be 

some k i n d o f a g u a r a n t e e , and t h e r e s h o u l d be some 

s e c u r i t y r e q u i r e m e n t s t o b a c k t h o s e c o n t r a c t s u p . 

Thank y o u . T h a t ' s a l l I h a v e , 

M r . C h a i r m a n . 

CHAIRMAN PRESTON: Thank y o u . 

Thank you v e r y much. 

MR. CROWE: Thank y o u . 

CHAIRMAN PRESTON: N e x t , Tony B a n k s , 

v i c e p r e s i d e n t o f p r o d u c t and m a r k e t d e v e l o p m e n t , 

F i r s t E n e r g y S o l u t i ons ; and S h a r o n -- do I p r o n o u n c e 

t h a t N o ewer? 

MS. NOEWER: N o e w e r . 

CHAIRMAN PRESTON: N o e w e r , d i r e c t o r , 

mas s m a r k e t i ng and p r o d u c t d e v e l o p m e n t , F i r s t E n e r g y 

S o l u t i o n s . 

See you t w i c e on b o t h s i des o f t h e 

s t a t e . 

MR. BANKS : T h a t ' s r i g h t . 

CHAIRMAN PRESTON: J u s t so e v e r y b o d y -¬

I g o t c e r t a i n l i m i t s where t h e y ' r e g o i n g t o k i c k me 



o u t o f t h i s b u i l d i ng and so o n . B u t now t h a t y o u , 

come i n -- l i k e I s a i d b e f o r e , now t h a t y o u ' v e 

h e a r d some o f t h e t h i ngs g o i n g o n , and I gues s y o u , 

b e i ng a m a r k e t e r and p r o d u c e r , g i v e s us a good 

c h a n c e t o h e a r y o u r o p i n i o n s on t h e s e . 

MR. BANKS : O k a y . L o o k f o r w a r d t o y o u r 

q u e s t i ons a f t e r o u r p r e s e n t a t i o n . 

C h a i r m a n P r e s t o n , C h a i r m a n G o d s h a l l , 

members o f t h e c o m m i t t e e , good m o r n i n g , and t h a n k 

you f o r t h e o p p o r t u n i t y t o a d d r e s s t h i s commi t t e e 

t o d a y on l e g i s l a t i on t o c r e a t e o p t - o u t m u n i c i p a l 

a g g r e g a t i on i n P A , l e g i s l a t i o n we b e l i e v e i s t i m e l y 

and wi l l p r o m o t e g r e a t e r c o m p e t i t i o n and s a v i ngs 

f o r r e s i d e n t i a l and s mal l b u s i nes s c u s t o m e r s i n t h e 

c o m m o n w e a l t h . 

As a l r e a d y m e n t i o n e d , I'm Tony B a n k s , 

v i c e p r e s i d e n t o f F i r s t E n e r g y S o l u t i ons , a 

c o m p e t i t i ve e n e r g y s u p p l i e r , s e r v i n g b u s i n e s s and 

r e s i d e n t i a l c u s t o m e r s h e r e i n t h e commonwealth and 

i n f i v e o t h e r s t a t e s i n t h e r e g i o n . 

W i t h me t o d a y i s S h a r o n N o e w e r . She's 

our d i r e c t o r o f mass m a r k e t i n g and p r o d u c t 

d e v e l o p m e n t f o r F i r s t E n e r g y S o l u t i o n s . And 

S h a r o n ' s b e e n i n v o l v e d i n O h i o ' s g o v e r n m e n t a l 

a g g r e g a t i on p r o g r a m f o r p u r c h a s i n g e l e c t r i c i t y 



s i n ce i t s i n cep t i o n t en y e a r s ago . She ' l l be 

a v a i l a b l e t o a nswer any d e t a i l ed q u e s t i ons a b o u t 

how g o v e r n m e n t a l a g g r e g a t i o n s work i n O h i o and how 

we a n t i c i p a t e t h a t i t c o u l d work h e r e i n P A . 

As you may k n o w , F i r s t E n e r g y S o l u t i o n s 

i s a w h o l l y owned s u b s i d i a r y o f F i r s t E n e r g y C o r p . , 

whi ch a n n o u n c e d i n F e b r u a r y a p r o p o s ed m e r g e r wi t h 

A l l egheny E n e r g y , an i n v e s t o r - o w n e d u t i l i t y b a s e d 

i n G r e e n s b u r g , P A . F i r s t E n e r g y S o l u t i o n s c u r r e n t l y 

s e l l s c o m p e t i t i ve e l e c t r i c g e n e r a t i o n t o 

c o m m e r c i a l and i n d u s t r i a l c u s t o m e r s i n P A , and we'd 

v e r y much l i k e t o see l a r g e r numbers o f r e s i d e n t i a l 

and s m a l l b u s i n e s s c u s t o m e r s e n j o y t h e b e n e f i t s o f 

s a v i n g s a f f o r d e d l a r g e r c o m m e r c i a l and i n d u s t r i a l 

c u s t o m e r s . 

So l e t me as s u r e you t h a t F i r s t E n e r g y 

S o l u t i ons wi l l r e m a i n an a c t i v e p a r t i c i p a n t i n PA's 

c o m p e t i t i ve m a r k e t p l a c e f o r e l e c t r i c i t y f o l l o w i n g 

t h e F i r s t E n e r g y ' s m e r g e r wi t h A l l e g h e n y . 

S o , o p t - o u t m u n i c i p a l a g g r e g a t i o n . We 

h a v e t a l k e d a b o u t t h i s a few t i m e s b e f o r e , b u t we 

f e e l i t i s one o f t h e most e f f e c t i v e o p t i o n s t o 

b r i ng s a v i n g s t o l a r g e r numbers o f s mal l b u s i nes s e s 

and r e s i d e n t s i n P A . T h a t ' s why F i r s t E n e r g y 

S o l u t i o n s s t r o n g l y s u p p o r t s House B i l l 2619, w h i c h 



w o u l d make t h i s e f f e c t i v e r a t e mi t i g a t i on t o o l a 

r e a l i t y f o r c o m m u n i t i es and c u s t o m e r s t h r o u g h t h e 

c o m m o n w e a l t h . 

We a l s o b e l i eve t h a t now i s t h e t i m e t o 

move f o r w a r d w i t h t h i s b i l l , b e c a u s e t h e l o n g e r we 

w a i t , t h e l o n g e r r e s i d e n t i a l and s m a l l bus i n e s s 

c u s t o m e r s wi l l pay more f o r e l e c t r i c i t y t h a n t h e y 

n e e d t o . Wi t h r a t e c a p s e x p i r i n g f o r P e n e l e c , 

M e t - E d , West Penn Power, and PECO a t t h e end o f 

t h i s y e a r , n e a r l y t h r e e and a h a l f m i l l i o n , o r more 

t h a n 6 0 p e r c e n t , o f u t i l i t y c u s t o m e r s i n t h e 

commonwealth wi l l e x p e r i e n c e e l e c t r i c i t y p r i c e 

i n c r e a s e s b e g i n n i n g J a n u a r y 1, 20 1 1 . 

House B i l l 2 619 g i v e s us an o p p o r t u n i t y 

t o h e l p t h o s e c u s t o m e r s o f f s e t t h e i mpact o f t h o s e 

p r i ce i n c r e a s e s . And we c a n l ook r i g h t n e x t d o o r 

t o O h i o t o s ee t h a t c u s t o m e r s a r e r e c e i v i n g r e a l 

b e n e f i t s and s a v i n g s on t h e i r e l e c t r i c b i l l s as a 

r e s u l t o f g o v e r n m e n t a l a g g r e g a t i o n . 

I n my p r e v i o u s t e s t i m o n i e s , I p r o v i d e d 

a b a s i c e x p l a n a t i o n on what m u n i c i p a l a g g r e g a t i o n 

i s and what i t i s n o t , s o I ' d l i k e t o q u i c k l y c o v e r 

t h o s e p o i n t s a g a i n . 

O p t - o u t muni c i p a l a g g r e g a t i on i s a way 

f o r l o c a l c o m m u n i t i e s t o comb i ne t h e i r r e s i d e n t s 



and s m a l l b u s i n e s s es i n t o a s i n g l e, l a r g e b u y i n g 

g r o u p . T h i s wi l l a t t r a c t p a r t i c i p a t i o n f r o m more 

e l e c t r i c g e n e r a t i o n s u p p l i e r s and wi l l p r o m o t e 

g r e a t e r c o m p e t i t i o n i n t h e r e t a i l e l e c t r i c i t y 

m a r k e t p l a c e . 

And t h e c o n c e p t i s p r e t t y 

s t r a i g h t f o r w a r d . R a t h e r t h a n compete f o r 

i n d i v i d u a l c u s t o m e r s , w h i c h d r i v e s up m a r k e t i ng and 

a d m i n i s t r a t i ve c o s t s , e l e c t r i c g e n e r a t i on s u p p l i e r s 

w o u l d compete t o s e r v e t h e l a r g e r b u y i n g g r o u p s 

e s t a b l i s h e d by t h e l o c a l m u n i c i p a l i t i e s on b e h a l f 

o f i t s c i t i z e n s . And t h e l ower c o s t t o e n r o l l 

t h e s e c u s t o m e r s a l l o w s t h e s u p p l i e r t o pas s t h e s e 

s a v i n g s on t o c u s t o m e r s i n t h e f o r m o f l o w e r 

p r i c e s . 

A v e r y i m p o r t a n t p o i n t t o make h e r e i s 

t h a t o p t - o u t m u n i c i p a l a g g r e g a t i o n d oes n o t t a k e 

away c h o i ce f r o m t h e c u s t o m e r . I t m e r e l y p r o v i d e s 

a n o t h e r a l t e r n a t i v e f o r c u s t o m e r s t o shop f o r 

e l e c t r i c i t y . E v e n i f a l o c a l g o v e r n m e n t e l e c t s t o 

p r o v i d e o p t - o u t m u n i c i p a l a g g r e g a t i o n o p p o r t u n i t i e s 

f o r t h e i r r e s i d e n t s , c u s t o m e r s h a v e s e v e r a l 

o p p o r t u n i t i e s t o o p t o u t o f t h e muni c i p a l b u y i n g 

g r o u p and c h o o s e a d i f f e r e n t s u p p l i e r f o r t h e i r 

e l e c t r i c g e n e r a t i o n . C u s t o m e r s who do n o t c h o o s e a 



d i f f e r e n t s u p p l i e r w o u l d r e m a i n i n t h e l a r g e r 

b u y i n g g r o u p and r e c e i v e s a v i n g s on t h e i r e l e c t r i c 

b i l l s . 

So s i m p l y p u t , by b e i ng p a r t o f t h e 

m u n i c i p a l a g g r e g a t i o n b u y i n g g r o u p , c u s t o m e r s wi l l 

s a v e money on t h e i r e l e c t r i c b i l l e v e n i f t h e y do 

n o t h i n g a t a l l . 

We a l s o b e l i eve t h a t o p t - o u t muni c i p a l 

a g g r e g a t i on i s t h e most e f f i c i e n t m e t h od t o p r o v i d e 

g r e a t e r r e t a i l c h o i c e t o r e s i d e n t i a l and s mal l 

bus i n e s s c u s t o m e r s , s i n c e i t w o r k s v e r y w e l l w i t h i n 

PA's e x i s t i n g s t r u c t u r e f o r d e f a u l t s e r v i c e . 

T o d a y , i f c u s t o m e r s t a k e no a c t i o n t o s hop f o r 

e l e c t r i c g e n e r a t i o n s e r v i c e , t h e y a u t o m a t i c a l l y 

r e c e i v e d e f a u l t s e r v i ce f r o m t h e i r l o c a l e l e c t r i c 

u t i l i t y . 

S i m i l a r l y , u n d e r o p t - o u t m u n i c i p a l 

a g g r e g a t i on, c u s t o m e r s who t a k e no a c t i on w i l l 

a u t o m a t i c a l l y d e f a u l t t o t h e e l e c t r i c g e n e r a t i o n 

s u p p l i e r w i t h whom t h e i r m u n i c i p a l i t y ' s n e g o t i a t e d 

a p r i c e . And t h a t p r i c e , p r e s u m a b l y , w o u l d be 

l o w e r t h a n t h e d e f a u l t s e r v i c e p r i c e o f t h e i r l o c a l 

e l e c t r i c u t i l i t y . 

I n b o t h c a s e s , t h e p r i c e s t h a t 

c u s t o m e r s pay a r e e s t a b l i s h e d t h r o u g h a c o m p e t i t i v e 



p r o c u r e m e n t p r o c e s s, b u t c u s t o m e r s a r e n o t 

o b l i g a t e d t o s t a y w i t h t h e m u n i c i p a l p r o g r a m and 

w i l l s t i l l h a v e t h e o p p o r t u n i t y t o c h o o s e , s i nce 

t h e y c a n o p t - o u t o f a m u n i c i p a l p r o g r a m , t h e y shop 

w i t h a d i f f e r e n t e l e c t r i c g e n e r a t i o n s u p p l i e r , o r 

t a k e d e f a u l t s e r v i ce w i t h t h e i r l o c a l u t i l i t y . 

So o p t - o u t muni c i p a l a g g r e g a t i on s i m p l y 

e s t a b l i s h e s an a d d i t i o n a l o p t i on w i t h i n t h e 

e x i s t i ng s t r u c t u r e t h a t s h o u l d r e s u l t i n a l o w e r 

p r i ce t h a n u t i l i t y d e f a u l t s e r v i c e p r i c e , e v e n i f 

t h e c u s t o m e r t a k e s no a c t i o n a t a l l . 

T h i s p r o c e s s a l so e n a b l e s 

m u n i c i p a l i t i es t o s e t t h e p a r a m e t e r s o f t h e i r 

c o m p e t i t i ve p r o c u r e m e n t p r o c e s s . F o r e x a m p l e , 

c o m m u n i t i es t h a t v a l u e e n e r g y - r e l a t e d p r o d u c t s and 

s e r v i c e s s u c h as e n e r g y - e f f i c i e n c y p r o g r a m s o r 

r e n e w a b l e g e n e r a t i on c o u l d r e q u e s t t h a t s u p p l i e r s 

p r o v i d e t h o s e v a l u e - a d d e d s e r v i c e s a l o n g w i t h l o w e r 

e l e c t r i c i t y p r i c e s as p a r t o f t h e i r b i d s . 

So, a g a i n , w i t h o p t - o u t m u n i c i p a l 

a g g r e g a t i on, t h e a v e r a g e c u s t o m e r wi l l h a v e t h e 

same b u y i ng power and o p p o r t u n i t y t o s a v e as a 

g r o u p o f l a r g e r b u s i n e s s and i n d u s t r i e s . And f o r 

t h o s e r e s i d e n t i a l c u s t o m e r s o r s m a l l b u s i n e s s es who 

d o n ' t h a v e t h e t i m e , e x p e r t i s e , o r d e s i r e t o shop 



f o r e l e c t r i c g e n e r a t i on t h e m s e l v e s , t h e y w i l l 

b e n e f i t f r o m b e i n g p a r t o f a b u y i ng g r o u p t h a t 

s h o u l d be a b l e t o n e g o t i a t e a b e t t e r d e a l t h a n an 

i n d i v i d u a l c u s t o m e r c o u l d g e t on a s t a n d - a l o n e 

b a s i s . 

A n o t h e r i m p o r t a n t p o i n t a b o u t o p t - o u t 

m u n i c i p a l a g g r e g a t i o n i s t h a t a muni c i p a l i t y i s n o t 

o b l i g a t e d t o become an a g g r e g a t o r . U n d e r t h e 

p r o p o s ed l e g i s l a t i on, t h e muni c i p a l i t y ' s m e r e l y 

p r o v i d e d an o p p o r t u n i t y t o make o p t - o u t e l e c t r i c 

a g g r e g a t i on an o p t i o n f o r i t s c i t i z e n s i f t h e r e ' s a 

b e n e f i t i n d o i n g s o. P r e s u m a b l y , a m u n i , a 

m u n i c i p a l i t y , w o u l d a g g r e g a t e on b e h a l f o f i t s 

c i t i z e n s o n l y i f t h e r e i s an o p p o r t u n i t y t o r e d u c e 

t h e i r e l e c t r i c b i l l s . 

So h e r e ' s how we s ee o p t - o u t muni c i p a l 

a g g r e g a t i on w o r k i n g i n PA u n d e r Hous e B i l l 26 1 9 . 

F i r s t , m u n i c i p a l i t i e s w o u l d a d o p t an o r d i n a n c e i n 

o r d e r t o a p p l y f o r an e l e c t r i c g e n e r a t i on s u p p l i e r 

l i c e n s e w i t h t h e PA P u b l i c U t i l i t y Commiss i o n . 

T h i s l i c e n s e w o u l d e n a b l e t h a t e n t i t y t o a c t as a 

m u n i c i p a l a g g r e g a t o r o f e l e c t r i c g e n e r a t i o n s u p p l y 

s e r v i c e on b e h a l f o f i t s c i t i z e n s . 

The a g g r e g a t o r w o u l d t h e n c o n d u c t a 

c o m p e t i t i ve p r o c e s s and n e g o t i a t e wi t h v a r i o u s 



e l e c t r i c g e n e r a t i o n s u p p l i e r s t o e v e n t u a l l y e n t e r 

i n t o a c o n t r a c t wi t h a s u p p l i e r w i t h t h e most 

a t t r a c t i v e o f f e r . Once a c o n t r a c t i s s i g n e d by t h e 

m u n i c i p a l i t y and t h e w i n n i n g s u p p l i e r , a l l 

e l i g i b l e r e s i d e n t i a l and s m a l l c o m m e r c i a l c u s t o m e r s 

w i t h i n t h e muni c i p a l i t y ' s b o u n d a r i e s who do n o t o p t 

o u t o f t h e muni c i p a l a g g r e g a t i on p r o g r a m w o u l d be 

e n r o l l ed and s e r v e d by t h e s e l e c t e d g e n e r a t i o n 

s u p p l i e r . 

I f no a c t i o n i s t a k e n by t h e c u s t o m e r 

d u r i n g t h e d e f i ned t h i r t y - d a y o p t - o u t p e r i od o r t h e 

a d d i t i o n a l t e n - d a y u t i l i t y r e c i s s i o n p e r i o d , t h e 

c u s t omer w o u l d r e m a i n a p a r t i c i p a n t i n t h e 

m u n i c i p a l a g g r e g a t i o n p r o g r a m and pay t h e l o w e r 

p r i ce n e g o t i a t e d by t h e m u n i c i p a l i t y . 

Cus t o m e r s who c h o o s e t o o p t o u t o f 

m u n i c i p a l p r o g r a m and t a k e d e f a u l t s e r v i c e f r o m t h e 

l o c a l u t i l i t y o r s e l e c t a n o t h e r g e n e r a t i o n s u p p l i e r 

o f t h e i r c h o i c e , t h e same two o p t i o n s t h e y h a v e 

t o d a y w i t h muni c i p a l a g g r e g a t i on l e g i s l a t i on -- I 

mean, w i t h o u t muni c i p a l a g g r e g a t i on l e g i s l a t i o n . 

I n a d d i t i on t o b e i ng a b l e t o o p t o u t o f 

t h e m u n i c i p a l a g g r e g a t i o n p r o g r a m d u r i n g t h e 

d e f i n e d o p t - o u t p e r i o d s j u s t m e n t i o n e d , a g g r e g a t e d 

c u s t o m e r s w o u l d r e c e i ve a d d i t i o n a l n o t i c e s e v e r y 



t h r e e y e a r s r e g a r d i n g t h e i r r i g h t t o o p t o u t o f t h e 

m u n i c i p a l a g r e e m e n t a t no c h a r g e . 

So i f we t a k e a l o o k a t O h i o, where 

F i r s t E n e r g y S o l u t i ons has h a n d s - o n e x p e r i e n c e , 

m u n i c i p a l a g g r e g a t i o n , c a l l ed g o v e r n m e n t a l 

a g g r e g a t i on i n O h i o, i s p r o v i d i n g more c h o i c e s f o r 

cus t o m e r s w h i l e s u p p o r t i ng a s t r o n g and r o b u s t 

mar k e t f o r e l e c t r i c i t y . 

More t h a n two h u n d r e d c o u n t i e s , c i t i e s , 

v i l l a g e s , and t o w n s h i ps h a v e i mpl emented 

g o v e r n m e n t a l a g g r e g a t i o n f o r t h e i r communi t i e s . 

And t o d a y , more t h a n one mi l l i on cus t o m e r s s e r v e d 

by t h o s e g r o u p s r e c e i ve s a v i n g s e v e r y month f r o m a 

v a r i e t y o f q u a l i f i ed s u p p l i e r s . 

The O h i o Consumers ' C o u n s e l es t i m a t e s 

t h a t a r e s i d e n t i a l c u s t o m e r us i n g e i g h t h u n d r e d 

f i f t y k i l o w a t t h o u r s o f e l e c t r i c i t y i s s a v i n g up t o 

one h u n d r e d t e n d o l l a r s a n n u a l l y t h r o u g h 

g o v e r n m e n t a l a g g r e g a t i o n . And O h i o ' s two l a r g e s t 

g o v e r n m e n t a l a g g r e g a t o r s r e p o r t t h a t r e s i d e n t i a l 

and s m a l l b u s i n e s s c u s t o m e r s i n t h e i r member 

c o m m u n i t i es h a v e s a v e d more t h a n one h u n d r e d 

m i l l i o n d o l l a r s t h r o u g h t h e s e p r o g r a m s . 

I n f a c t , g o v e r n m e n t a l a g g r e g a t i o n i s 

r e s p o n s i b l e f o r a b o u t 90 p e r c e n t o f t h e s h o p p i n g 



a c t i v i t y among r e s i d e n t i a l c u s t o m e r s as w e l l as 70 

t o 80 p e r c e n t o f c o m m e r c i a l c u s t o m e r s s w i t c h i n g t o 

c o m p e t i t i ve g e n e r a t i o n s u p p l i e r s i n O h i o. I t ' s 

s a f e t o s ay t h a t t h i s l e v e l o f s h o p p i n g and s a v i ngs 

f o r r e s i d e n t i a l and s mal l b u s i nes s c u s t o m e r s w o u l d 

n o t o c c u r w i t h o u t o p t - o u t muni c i p a l a g g r e g a t i o n . 

S o , t o s u m m a r i z e , I'm c o n v i n c e d t h a t 

o p t - o u t muni c i p a l a g g r e g a t i o n , as p r o p o s e d i n House 

B i l l 2619, w i l l p r o v i d e s i g n i f i c a n t e n e r g y s a v i n g s 

t o r e s i d e n t i a l and s m a l l b u s i n e s s c u s t o m e r s h e r e i n 

t h e commonwealth t h r o u g h i n c r e a s e d c u s t o m e r 

s h o p p i ng w i t h a v a r i e t y o f g e n e r a t i o n s u p p l i e r s . 

And wi t h p r i ce i n c r e a s e s j u s t a r o u n d t h e c o r n e r , 

t i m e l y p a s s a g e o f House B i l l 2 619 wi l l h e l p 

r e s i d e n t i a l and s m a l l b u s i n e s s c u s t o m e r s o f f s e t 

t h o s e i n c r e a s e s . 

F i n a l l y, I ' d l i k e t o r e i t e r a t e t h e v e r y 

i m p o r t a n t f a c t t h a t t h e p r o p o s ed l e g i s l a t i on w o u l d 

s i m p l y g i ve l o c a l o f f i c i a l s t h e o p p o r t u n i t y , n o t 

t h e o b l i g a t i on, t o d e c i d e w h e t h e r m u n i c i p a l 

a g g r e g a t i on i s t h e r i g h t c h o i c e f o r t h e i r 

c o m m u n i t y . N o t h i n g i n t h e b i l l w o u l d mandate t h a t 

m u n i c i p a l i t i es p u r s u e a g g r e g a t i o n . 

So we commend C h a i rmans P r e s t o n and 

G o d s h a l l f o r t h e i r l e a d e r s h i p on t h i s i s s u e and 



u r g e t i m e l y p a s sage o f t h i s l e g i s l a t i o n so t h a t t h e 

b e n e f i t s o f e l e c t r i c c o m p e t i t i on i n PA c a n be more 

f u l l y r e a l i z e d by t h e s m a l l c u s t o m e r g r o u p s . 

F i r s t E n e r g y S o l u t i ons l o o k s f o r w a r d t o 

w o r k i n g c l o s e l y wi t h t h i s c o m m i t t e e , t h e g e n e r a l 

a s s e m b l y , and t h e commis s i o n t o make o p t - o u t 

m u n i c i p a l a g g r e g a t i o n a r e a l i t y i n P A . 

So I want t o t h a n k you a g a i n f o r t h e 

o p p o r t u n i t y t o t e s t i f y t o d a y . And my c o l l e ague, 

S h a r o n Noewer, and I a r e a v a i l a b l e t o answer any 

q u e s t i ons you may h a v e . 

Thank y o u . 

CHAIRMAN PRESTON: C h a i r m a n G o d s h a l l . 

R E P . GODS HALL: And y o u r O h i o 

c o n t r a c t s , a r e t h e y b a s i c a l l y -- i s t h a t -- I mean, 

i s e v e r y o n e , e v e r y m u n i c i p a l i t y , i s i t a d i f f e r e n t 

c o n t r a c t , o r i s i t wi t h i n l aw, s p e c i f i c a l l y a l a w 

t h a t p r e s c r i bes t h e i ns and o u t s o f , you know, t h e 

c o n t r a c t ? I s i t u n i q u e t o e v e r y m u n i c i p a l i t y ? 

MS. NOEWER: No, i t ' s n o t p r e s c r i b ed -¬

CHAIRMAN PRESTON: Want t o move t h a t 

c l o s e r t o y o u . 

MS. NOEWER: No, i t ' s n o t p r e s c r i b ed by 

l a w . The comm u n i t y c o n t r a c t s b e t w e e n u s , as a 

s u p p l i e r , and t h e community c a n be u n i q u e . I w o u l d 



s a y , f o r t h e most p a r t , t h o u g h , t h e y ' r e p r e t t y 

s t a n d a r d i z e d c o n t r a c t s t h a t we have f o r e a c h o f o u r 

community g r o u p s . And i t c a n v a r y , d e p e n d i n g upon 

t h e t y p e o f p r o d u c t t h a t t h e communi t y d e c i d e s t o 

use f o r t h e i r p a r t i c u l a r c o m m u n i t y p r i c i n g . The 

t e r m c a n be d i f f e r e n t . The p r i c e and t h e p r o d u c t 

c a n be d i f f e r e n t . B u t t h e t e r m s o f t h e c o n t r a c t 

a r e p r e t t y s t a n d a r d . 

R E P . GODS HALL: How a b o u t t h e o p t - o u t 

p r o v i s i o n ? As you s a y h e r e , you were t a l k i n g 

a b o u t -- we're t a l k i n g a b o u t t h r e e y e a r s and 

o p t - o u t . Does t h a t mean i f you o p t -- y o u ' r e 

a u t o m a t i c a l l y i n t o b e g i n w i t h u n l e s s you o p t o u t ? 

MS. NOEWER: R i g h t . The way -¬

REP . GODS HALL: So t h e b u l k o f t h e 

p e o p l e a r e g o i n g t o be i n t h e c o n t r a c t , i f we l o o k 

a t what h a p p e n e d b e f o r e i n PA w i t h o p t i ng o u t o f 

e x i s t i ng -- you know, f r o m an e x i s t i ng s u p p l i e r , we 

had a b o u t 30 p e r c e n t . You know, so t h e b u l k o f 

t h o s e p e o p l e w i l l be i n . And once t h e y ' r e i n , s ay 

b e c a u s e t h e y d i d n ' t t a k e t h e o p t i on t o o p t o u t , a r e 

t h e y a u t o m a t i c a l l y i n f o r t h e d u r a t i on o f t h e 

c o n t r a c t , o r c a n t h e y o p t o u t a t any t i me a f t e r t h e 

c o n t r a c t s t a r t s ? 

MR. BANKS : The one p o i n t t o be made i s 



t h a t t h e l e n g t h o f c o n t r a c t i s s e p a r a t e and a p a r t 

f r o m t h e o p t - o u t p e r i o d . S o you c a n have a 

c o n t r a c t f o r t w e n t y y e a r s , i f you want, b u t t h e 

cus t o m e r s g e t a c h a n c e t o o p t o u t , i n o u r c a s e, 

e v e r y t h r e e y e a r s w i t h no p e n a l t y . 

R E P . GODS HALL: B u t y o u ' r e 

a u t o m a t i c a l l y i n f o r t h r e e y e a r s . 

MR. BANKS : Y o u ' r e a u t o m a t i c a l l y i n . 

I n o u r c a s e , i n O h i o . 

RE P . GODS HALL: PUC j u s t t e s t i f i e d , and 

I -- o f o p t i ng o u t a t any t i m e t h a t you d e c i d e t o 

op t o u t , and t h a t ' s d i f f e r e n t f r o m what you have i n 

O h i o . 

MR. BANKS : T h a t i s d i f f e r e n t . And, 

you know, we've h e a r d a l o t o f d i f f e r e n t v i e w s 

a b o u t how o f t e n p e o p l e s h o u l d be a b l e t o o p t o u t 

and w h e t h e r o r n o t t h e y s h o u l d h a v e f e e s a s s o c i a t e d 

w i t h o p t i ng o u t e a r l i e r t h a n t h e c o n t r a c t a l l ows , 

and I ' l l j u s t s ay t h a t t h e b u l k o f o u r c o n t r a c t s i n 

Ohi o hav e a t w e n t y - f i v e - d o l l a r f e e f o r r e s i d e n t s t o 

op t o u t . We have had r e s i d e n t s o p t o u t a t t w e n t y -

f i v e d o l l a r s , l i k e h a s been i n d i c a t e d . I f p r i c e s 

d r o p l ow enough, i t ' s p r e t t y e a s y t o c o v e r t h a t 

t w e n t y - f i ve d o l l a r s . 

We a l s o h a v e c o n t r a c t s w i t h o t h e r 



c o m m u n i t i es where we d o n ' t c h a r g e a f e e b e c a u s e t h e 

c o m p e t i t i on has d i c t a t e d t h a t we c a n ' t c h a r g e a f e e 

and be c o m p e t i t i v e . So y o u ' l l s ee a v a r i e t y o f 

t h o s e k i n d s o f t h i ngs , b u t I t h i n k one o f t h e 

comments I h e a r d e a r l i e r t h a t I f u l l y s ubs c r i be t o 

i s t h a t t h e n e g o t i a t i on and t h e t e r m s and 

c o n d i t i o n s o f t h a t c o n t r a c t s h o u l d be a l l o w e d t o 

h a p p e n . And c o m p e t i t i o n wi l l d i c t a t e w h e t h e r o r 

n o t you c a n i n c l u d e f e e s o r n o t i n c l ude f e e s . 

M a r k e t p r i c e s w i l l d i c t a t e w h e t h e r a 

cus t omer w i l l s t a r t t o m i g r a t e away b e c a u s e o f more 

c o m p e t i t i ve o f f e r s o u t t h e r e . And i n o u r c a s e, t h e 

t w e n t y - f i ve d o l l a r s , I mean t h a t i s an e x i t f e e b u t 

i t ' s enough o f a f e e i f t h e r e ' s a good enough 

p r i c e 

R E P . GODS HALL: So you c a n o p t o u t t h e 

c o n t r a c t by p a y i n g wi t h t h a t -¬

MR. BANKS : W i t h t h e t w e n t y - f i ve 

d o l l a r s . 

R E P . GODS HALL: By p a y i n g an e x i t f e e 

t o l e a v e ? 

MR. BANKS : Yes . I n o u r c a s e , i t ' s 

t w e n t y - f i ve d o l l a r s . 

R E P . GODS HALL: So i t ' s n o t an 

a u t o m a t i c , y o u ' r e s t u c k f o r t h r e e y e a r s . I t ' s --



you h a v e a t l e a s t an o p t i o n o f g e t t i ng o u t by 

p a y i n g t h a t e x i t f e e . 

MR. BANKS : Yes , t h a t ' s c o r r e c t . 

R E P . GODS HALL: O k a y . T h a t ' s what I 

w a n t e d t o c l e a r u p . 

Thank y o u , M r . C h a i r m a n . 

CHAIRMAN PRESTON: Thank y o u . 

You know, t h i s i s t h e t h i r d t i me y o u ' v e 

b e e n h e r e i n t h e s t a t e o f P A . 

MR. BANKS : Yes . 

CHAIRMAN PRESTON: And I want t o t h a n k 

y o u . As you c a n s ee, we're g e t t i ng c l o s e . And 

l i k e I s a i d , I p l a n on h a v i ng t h i s up f o r a v o t e on 

T u e s d a y . I want t o s ay t h a t enough so e v e r y b o d y 

h e a r s i t , t h a t we p l a n on h a v i ng t h i s v o t e on 

T u e s d a y . 

And i f you know o u r r u l e s , t h e i s sue 

a b o u t amendments, I w o u l d s u g g e s t t h a t p e o p l e g e t 

i n t o u c h w i t h s t a f f , b e c a u s e we a r e g o i ng t o be 

t a l k i n g , I t h i n k b o t h o f us a r e g o i n g t o be t a l k i n g 

on o u r way b a c k on t h e h i g h w a y as we l o o k a t t h e s e 

t h i ngs , b e c a u s e o f t h e p r i n t i n d e a l i n g wi t h t h e 

l e g i s l a t i ve r e f e r e n c e g r o u p . 

B u t we r e a l l y t h a n k you v e r y much f o r 

y o u r comments. 



MR. BANKS : Y o u ' r e w e l c o m e . 

CHAIRMAN PRESTON: N e x t we h a v e D i v e s h 

G u p t a . D i d I p r o n o u n c e t h a t r i g h t ? 

MR. GUPTA: A l m o s t c o r r e c t . D i v e s h 

G u p t a . 

CHAIRMAN PRESTON: D i v e s h . 

MR. GUPTA: Yes . 

CHAIRMAN PRESTON: S e n i o r c o u n s e l f o r 

C o n s t e l l a t i o n E n e r g y C o m m o d i t i es G r o u p . I a l ways 

g e t n e r v o u s when c o m p a n i es s e n d an a t t o r n e y . B u t 

d o n ' t w o r r y a b o u t i t , I ' l l j u s t -¬

MR. GUPTA: To eas e y o u r f e a r s , I 'm 

j u s t f i l l i n g i n f o r D a v i d F e i n , who c o u l d n ' t be 

h e r e t o d a y b e c a u s e o f t h e J e w i sh h o l i d a y . 

CHAIRMAN PRESTON: Thank y o u . 

MR. GUPTA: Thank y o u , C h a i rman 

G o d s h a l l and C h a i r m a n P r e s t o n , f o r g i v i ng me t h e 

o p p o r t u n i t y t o d a y t o s p e a k i n f r o n t o f y o u . T h i s 

i s t h e f i r s t t i me t h a t we a r e t e s t i f y i n g l i v e a b o u t 

t h e o p t - o u t a g g r e g a t i on b i l l . 

So a l i t t l e b i t o f b a c k g r o u n d on o u r 

c o m p a n i e s . I'm wi t h C o n s t e l l a t i o n E n e r g y and 

r e p r e s e n t i n g C o n s t e l l a t i on E n e r g y C o m m o d i t i e s 

Group, I n c . , and Cons t e l l a t i o n NewEnergy, I n c . 

C o n s t e l l a t i o n E n e r g y C o m m o d i t i es Group i s one o f 



t h e l a r g e s t w h o l e s a l e s u p p l i e r s o f e l e c t r i c i t y i n 

t h e c o u n t r y , s u p p l y i n g muni c i p a l i t i e s , w h o l e s a l e 

r e q u i r e m e n t s t o m u n i c i p a l i t i e s , c o o p e r a t i v e s , 

u t i l i t i e s , and o t h e r w h o l e s a l e c u s t o m e r s . T h i s 

i n c l u d e s t h r o u g h p r o c u r e m e n t s o f t h e t y p e s o f t h e 

u t i l i t i e s h e r e i n PA h o l d , and we've be e n v e r y 

a c t i v e i n t h e commiss i o n ' s p r o c e e d i n g s t o d e t e r m i n e 

t h o s e p l a n s and d e v e l op t h o s e p l a n s , and we've be e n 

l o o k i n g a t t h e o p p o r t u n i t i e s f o r b i d d i n g i n t h o s e 

as w e l l . 

C o n s t e l l a t i o n N e w E n e r g y , I n c . , i s one 

o f t h e l a r g e s t r e t a i l s u p p l i e r s i n t h e c o u n t r y t o 

c o m m e r c i a l , i n d u s t r i a l c u s t o m e r s t h r o u g h o u t a l l 

c o m p e t i t i ve m a r k e t s . We a l so r e c e n t l y h a v e e n t e r e d 

i n t o t h e r e s i d e n t i a l m a r k e t i n New J e r s ey and 

g e t t i n g o u r f e e t wet t h e r e , so t h a t i s a new m a r k e t 

t h a t we're e x c i t e d a b o u t , g e t t i n g f a m i l i a r w i t h , 

and h o p i n g t o g r o w . 

You've h e a r d a l o t o f b a c k g r o u n d a b o u t 

d e f a u l t s e r v i c e , and h o p e f u l l y we c a n p r o v i d e a b i t 

o f a d i f f e r e n t p e r s p e c t i ve i n t h a t o f a -- b o t h a 

w h o l e s a l e s u p p l i e r who's v e r y a c t i v e as w e l l as a 

r e t a i l s u p p l i e r . 

I won't go i n t o t o o much b a c k g r o u n d 

a b o u t how d e f a u l t s e r v i c e i s s t r u c t u r e d . F o r 



i n s t a n c e , I t h i nk M r . P o p o w s k y f r o m t h e OCA d i d a 

v e r y good j o b o f g i v i n g some b a c k g r o u n d on t h a t , 

and y o u ' r e f a m i l i a r w i t h i t a n y w a y . 

S o , t o g e t r i g h t i n t o i t , t h e n , you 

know, i t ' s w i t h t h a t b a c k g r o u n d , w i t h o u r 

e x p e r i e n c e on b o t h t h e w h o l e s a l e and r e t a i l s i d e 

t h a t we c a n p r o v i d e s ome i n s i g h t i n t o o u r t h o u g h t s 

on m u n i c i p a l o p t - o u t a g g r e g a t i on i n p a r t i c u l a r . 

To a l a r g e e x t e n t , we see Hous e B i l l 

2619 as a s o l u t i o n i n s e a r c h o f a p r o b l e m . We 

t h i nk t h a t PA's b e e n v e r y e f f e c t i ve i n d e v e l o p i n g 

c o m p e t i t i ve m a r k e t s h e r e and i n s e t t i n g up t h e 

p r o p e r f r a m e w o r k s o t h o s e m a r k e t s c a n g r o w . You 

h a v e v e r y c o m p e t i t i v e w h o l e s a l e m a r k e t s t h a t a r e 

s e r v i n g t h e u t i l i t i e s i n P A . And we've s e e n t h o s e , 

t h e p r o c u r e m e n t s t h a t h a v e b e e n s e t u p , be v e r y 

c o m p e t i t i ve and t h e p r i c e s t h a t come o u t be v e r y 

c o m p e t i t i v e , so t h a t e v e n t h o s e c u s t o m e r s t h a t 

a r e n ' t c h o o s i n g r e t a i l e l e c t r i c s u p p l y f r o m 

c o m p e t i t i ve EGSs i n t h e s t a t e a r e s t i l l r e c e i v i n g 

t h e b e n e f i t s o f c o m p e t i t i o n t h r o u g h w h o l e s a l e 

c o m p e t i t i on i n t h e m a r k e t s . 

You've a l so s e e n t h e r u l es and 

s t r u c t u r e s f o r t h e r e t a i l m a r k e t s be d e v e l o p e d , 

a g a i n , v e r y e f f e c t i v e l y , where r a t e c a p s h a v e come 



o f f , f o r i n s t a n c e i n P P L E l e c t r i c , we've s een a l o t 

o f s u c c e s s . 

I t h i n k -- y ou know, y o u ' v e h e a r d some 

o f t h e s t a t i s t i c s , b u t a l m o s t f o u r h u n d r e d t h o u s and 

r e s i d e n t i a l cus t o m e r s a r e s h o p p i n g i n P P L ' s z o n e 

r i g h t now, and t h a t ' s a b o u t 32 p e r c e n t o f t h e i r 

r e s i d e n t i a l l o a d . When you l o o k a t t h e c o m m e r c i a l , 

i n d u s t r i a l c u s t o m e r s , i t ' s a b o u t 85 p e r c e n t o f 

t h e i r -- o f t h e i r C and I l oad, t h e i r c o m m e r c i a l , 

i n d u s t r i a l l oad i s t a k i n g s e r v i c e f r o m c o m p e t i t i ve 

EGSs . 

So t h o s e a r e t h e m e t r i c s t h a t show 

t h a t , o k a y , w e l l , c o m p e t i t i on i s w o r k i n g . G i v e n 

some t i m e t o work, i t ' s t a k e n h o l d . So, you know, 

we do t h i nk t h a t t h a t k i nd o f s u c c e s s w i l l a l so see 

i t s way i n t o t h e o t h e r communi t i e s t h r o u g h o u t t h e 

commonwealth as r a t e c a p s e x p i r e , i n p a r t i c u l a r i n 

PECO E n e r g y Company's , i n t h e Wes t P e n n Power 

Company, and i n t h e M e t - E d , P e n e l ec z o n e s . 

W i t h a l l t h e s u c c e s s t o d a t e and t h e 

c o n t i n u i n g o n g o i n g work o f t h e PUC t o b r i n g t h e 

b e n e f i t s o f c o m p e t i t i on t o e v e r y o n e , a g a i n , t h o s e 

t h a t c h o o s e and t h a t d o n ' t , we r e a l l y wonder 

w h e t h e r c o n s i d e r a t i o n o f t h i s b i l l -- o f a b i l l o f 

t h i s t y p e s h o u l d be h e l d i n a b e y a n c e u n t i l 



c o m p e t i t i on i s g i v e n some t i m e t o t a k e a f o o t h o l d 

and g r o w . 

The q u e s t i o n b e a r s f u r t h e r w e i g h t i n 

p a r t i c u l a r when t h e p o t e n t i a l r i s ks o f s u c h 

p r o g r a m s a r e c a r e f u l l y c o n s i d e r e d , i n c l u d i ng t h e 

d e t r i m e n t a l e f f e c t s t h a t t h e y may have on u t i l i t y ' s 

e x i s t i ng, w e l l - d e v e l o p e d , and s u c c e s s f u l d e f a u l t 

s e r v i c e p l a n s . And we've h e a r d s ome o f t h o s e 

r i s k s , b u t , as w e l l , t o any o f t h e u t i l i t y ' s 

c u s t o m e r s t h a t r e m a i n on d e f a u l t s e r v i c e . 

To e x p l a i n, u n d e r House B i l l 2 619 , two 

t y p e s o f m u n i c i p a l a g g r e g a t i o n a r e a d d r e s s ed, 

o p t - i n and o p t - o u t . And we've t a l k e d a b o u t b o t h o f 

t h o s e t o d a y . 

W i t h r e s p e c t t o o p t - o u t a g g r e g a t i on, i n 

p a r t i c u l a r , a l l r e s i d e n t i a l and s mal l c o m m e r c i a l 

cus t o m e r s i n a p a r t i c u l a r muni c i p a l i t y w i t h i n a 

u t i l i t y ' s t e r r i t o r y a r e b u n d l e d t o g e t h e r and 

r e q u e s t e d t o t a k e t h e i r s e r v i c e f r o m an EGS t h a t ' s 

c h o s e n by t h e muni c i p a l i t y . 

However, as i t ' s c u r r e n t l y s t r u c t u r e d , 

e v e n where muni c i p a l o p t - o u t a g g r e g a t i o n i s i n 

p l a c e , u t i l i t y ' s s t i l l on t h e hook t o p r o v i d e 

d e f a u l t s e r v i c e . And t h a t ' s -- i n t h e c a s e t h a t 

c us t o m e r s o p t o u t o f t h e p r o g r a m b e f o r e i t s r u n , o r 



i n t h e c a s e t h a t c u s t o m e r s r e t u r n t o d e f a u l t 

s e r v i c e i f s o m e t h i ng h a p p e n s t o t h e i r EGS p r o v i d e r 

f o r t h e m . F o r i n s t a n c e , i f t h e EGS w a l ks away, say 

i n t h e c a s e t h a t we t a l k e d a b o u t w i t h PECO, f o r 

i n s t a n c e , t h o s e c u s t o m e r s come b a c k t o t h e u t i l i t y 

and must be s e r v e d by d e f a u l t s e r v i c e a g a i n . 

And t h a t ' s s o m e t h i ng t h a t h a s n ' t b e e n 

t a l k e d a b o u t as much. We t a l k e d a b o u t t h e r i s k s o f 

l o a d s h i f t i n g away f r o m d e f a u l t , b u t f r o m t h e 

p e r s p e c t i ve o f a w h o l e s a l e p r o v i d e r , i t ' s v e r y 

i m p o r t a n t t o a l so t a l k a b o u t t h a t r i sk t h a t comes 

b a c k , o f cus t o m e r s c o m i n g b a c k , b e c a u s e we see t h a t 

as r e a l l y an o p t i o n . I t ' s a l a r g e amount o f l o a d 

t h a t c o u l d r e t u r n v e r y q u i c k l y , n o t a g r a d u a l 

amount o f l o a d t h a t w o u l d r e t u r n q u i c k l y as 

i n d i v i d u a l c u s t o m e r s d e c i d e t o r e t u r n t o s e r v i c e 

f o r w h a t e v e r r e a s o n . 

As a r e s u l t , t h e c r e a t i o n o f muni c i p a l 

o p t - o u t a g g r e g a t i o n p r o g r a m s , u n d e r c u r r e n t w e l l -

e s t a b l i s h e d d e f a u l t s e r v i c e s t r u c t u r e s i n p l a c e i n 

t h e commonwealth, w i l l i mpose s i g n i f i c a n t r i s k t o 

e x i s t i ng, s u c c e s s f u l d e f a u l t s e r v i c e s t r u c t u r e s , 

r i s ks t h a t w i l l be b o r n e by d e f a u l t s e r v i c e 

s u p p l i e r s , u t i l i t i e s , and c u s t o m e r s l i k e l y i n t h e 

f o r m o f i n c r e a s ed r a t e s f o r t h o s e c u s t o m e r s who 



r e m a i n on d e f a u l t s e r v i c e . 

You c o u l d i m a g i ne t h e s c e n a r i o , f o r 

i n s t a n c e , where t h e r e a r e two m u n i c i p a l i t i es t h a t 

a r e i n t h e s ame u t i l i t y z o n e and t h a t a r e -- t h a t 

b o r d e r e a c h o t h e r where one m u n i c i p a l i t y has 

i m p l e m e n t e d m u n i c i p a l o p t - o u t a g g r e g a t i on and has 

one p a r t i c u l a r r a t e b e c a u s e t h e r a t e s f o r d e f a u l t 

s e r v i c e a r e i n c r e a s i n g . You know, t h e r e c o u l d be 

an i n c r e a s i n g d i s p a r i t y b e t w e e n t h o s e two 

m u n i c i p a l i t i e s ' r a t e s , i f t h e o t h e r one e i t h e r 

was n ' t a b l e t o i m p l e m e n t m u n i c i p a l a g g r e g a t i o n o r 

j u s t c h o s e n o t t o . 

I f t h e g e n e r a l a s s e m b l y , n e v e r t h e l e s s, 

a d o p t s l e g i s l a t i o n t o a l l o w f o r t h e c r e a t i on o f 

m u n i c i p a l o p t - o u t a g g r e g a t i on p r o g r a m s , s u c h new 

p o l i c y s h o u l d n o t a l t e r e x i s t i ng commis s i o n -

a p p r o v e d d e f a u l t s e r v i c e p l ans and s h o u l d h o n o r any 

and a l l w h o l e s a l e s u p p l y c o n t r a c t s t h a t h a v e b e e n 

e n t e r e d i n t o f o r s u c h p l ans . 

F u r t h e r m o r e , t o t h e e x t e n t t h a t a 

m u n i c i p a l o p t - o u t a g g r e g a t i on p r o g r a m i s c r e a t e d , 

t h e o p e r a t i o n o f any s u c h p r o g r a m s h o u l d be 

c o n s i d e r e d i n a c o n t e x t o f any f u t u r e d e f a u l t 

s e r v i c e p l a n s . 

And l e t me go i n t o a l i t t l e b i t o f 



d e t a i l now a b o u t what t h o s e r i s k s a r e . Y o u ' v e 

h e a r d some o f them f r o m o t h e r f o l k s , b u t I ' d l i k e 

t o g i v e y o u o u r p e r s p e c t i v e as w e l l . 

As I m e n t i o n e d , m u n i c i p a l o p t - o u t 

a g g r e g a t i on s u b s t a n t i a l l y c h a n g e s t h e n a t u r e o f 

e a c h u t i l i t y ' s d e f a u l t s e r v i c e . F o r i n s t a n c e , 

p r o b l e m s a r i se i n a s c e n a r i o i n w h i c h t h e u t i l i t y 

u s e s a commi s s i o n - a p p r o v e d d e f a u l t s e r v i c e p l an 

t h a t r e l i es on f u l l r e q u i r e m e n t s c o n t r a c t s . And 

t h a t ' s t h e c a s e f o r a l m o s t a l l u t i l i t i e s , t h e l a r g e 

u t i l i t i e s , i n t h e commonwealth c u r r e n t l y . And 

t h a t ' s where t h e u t i l i t y h o l d s c o m p e t i t i v e 

p r o c u r e m e n t s f o r w h o l e s a l e s u p p l i e r s t o s e r v e a 

l o a d - f o l l owi ng p e r c e n t a g e o f t h e u t i l i t y ' s d e f a u l t 

s u p p l y r e q u i r e m e n t s . 

Wholes a l e s u p p l i e r s , b i d d i n g t o s e r v e 

t h a t u t i l i t y ' s d e f a u l t s e r v i c e , a r e on t h e hook and 

a c c e p t and a c c o u n t f o r t h e f a c t t h a t t h e u t i l i t y ' s 

l o a d w i l l c h a n g e as c u s t o m e r s , a t t h e i r own 

e l e c t i on, c h o o s e t o l e a v e d e f a u l t s e r v i ce f o r 

c o m p e t i t i ve r e t a i l s u p p l y f r o m an EGS, and t h a t 

s u c h i n d i v i d u a l c u s t o m e r s a g a i n, i n d i v i d u a l l y , may 

a t some p o i n t i n t i m e r e t u r n t o d e f a u l t s e r v i c e . 

M u n i c i p a l o p t - o u t a g g r e g a t i on, h o w e v e r , 

f u n d a m e n t a l l y c h a n g e s t h e p a t t e r n s and ways i n 



whi ch cus t o m e r s b o t h l e a v e and r e t u r n t o d e f a u l t 

s e r v i c e . I f t h e g e n e r a l as s e m b l y es t a b l i s hes 

m u n i c i p a l o p t - o u t a g g r e g a t i on p o l i c i e s , o r i f i t 

seems t h a t s u c h p o l i c i e s a r e l i k e l y t o be 

i m p l e m e n t e d i n t h e n e a r t e r m , b i d d e r s i n 

p r o c u r e m e n t s u n d e r d e f a u l t s e r v i c e p l a n s a l r e a d y 

a p p r o v e d by t h e commi s s i on w i l l r e c o g n i z e and 

a c c o u n t f o r t h e s i g n i f i c a n t l o a d v a r i a b i l i t y 

d i f f e r e n c e s t h a t muni c i p a l o p t - o u t a g g r e g a t i o n 

p r o g r a m s p r e s e n t w i t h r e s p e c t t o s e r v i n g e v e n a 

p o r t i o n o f t h e u t i l i t y ' s l o a d . 

I n o r d e r t o a d d r e s s t h o s e, you know -¬

and we've h e a r d t h i s -- b i d d e r s a r e g o i ng t o e i t h e r 

a c c o u n t f o r t h o s e r i s ks t h r o u g h i n c r e a s ed p r e m i u m s , 

or t h e o t h e r way t h a t t h e y ' r e g o i ng t o do t h a t i s 

j u s t by l i m i t i n g t h e i r p a r t i c i p a t i o n i n t h o s e 

p r o c u r e m e n t s . And we've s e e n v e r y r o b u s t 

p a r t i c i p a t i o n i n p r o c u r e m e n t t o d a t e , and t h a t 

c o u l d c h a n g e . 

E i t h e r o f t h e s e ways o f a c c o u n t i n g f o r 

t h a t r i s k i s g o i n g t o be t o t h e d e t r i m e n t o f 

cus t o m e r s t h a t r e m a i n on d e f a u l t s e r v i c e , a g a i n 

t h o s e cus t o m e r s t h a t e i t h e r c h o o s e t o o p t o u t o f 

m u n i c i p a l a g g r e g a t i o n o r d o n ' t h a v e t h e o p p o r t u n i t y 

f o r t h a t o r cus t o m e r s t h a t a r e r e t u r n e d t o d e f a u l t 



s e r v i c e b e c a u s e t h e EGS d e f a u l t s on i t s 

r e q u i r e m e n t s . 

I'm n o t g o i n g t o go i n t o d e t a i l a b o u t , 

y o u know, t h e o t h e r s t r u c t u r e s t h a t o t h e r u t i l i t i e s 

may us e t h r o u g h o u t t h e commonweal t h , b e c a u s e t h o s e 

a l s o p o s e r i s k s i n v e r y s i m i l a r ways , and, i n some 

c a s e s , i n g r e a t e r ways, when muni c i p a l o p t - o u t 

a g g r e g a t i on i s i m p l e m e n t e d . 

So, i n summary, t h e i mpl e m e n t a t i o n o f 

m u n i c i p a l o p t - o u t a g g r e g a t i on r e p r e s e n t s a new 

d e f a u l t p r o d u c t f o r c e r t a i n m u n i c i p a l i t i e s ' 

cus t o m e r s t h a t w i l l i n c r e a s e t h e c o s t o f t h e 

u t i l i t y ' s s t a t u t o r i l y m a n d a t e d d e f a u l t s e r v i c e 

p r o d u c t f o r a l l c u s t o m e r s . 

P o t e n t i a l l y w i d e and g r o w i n g 

d i s p a r i t i es b e t w e e n c u s t o m e r s , i n c l u d i n g b e t w e e n 

m u n i c i p a l i t i e s , t h a t may r e s u l t i n muni c i p a l 

o p t - o u t a g g r e g a t i o n w o u l d be h a r m f u l t o t h e 

commonwealth's e n e r g y f u t u r e . 

F o r a l l t h e s e r e a s ons , Cons t e l l a t i o n 

u r g e s t h e commonwealth t o c a r e f u l l y c o n s i d e r t h e s e 

r i s k s a s s o c i a t e d w i t h t h e s e p r o g r a m s and a d d r e s s 

them a p p r o p r i a t e l y i f s u c h p o l i c i es a r e a p p r o v e d . 

I ' d l i k e t o j u s t t o u c h on a c o u p l e o f 

t h e ways t h a t we t h i n k y o u c a n a d d r e s s some o f 



t h e s e r i s k s , i f you do, n e v e r t h e l e s s , i n t e n d t o go 

f o r w a r d . 

F i r s t , t h e r e a r e s t e p s t h a t you s h o u l d 

t a k e t o e n s u r e t h a t t h e t i m i n g o f any n e w l y c r e a t e d 

m u n i c i p a l o p t - o u t a g g r e g a t i on p r o g r a m won't a f f e c t 

t h e e x i s t i n g commi s s i o n - a p p r o v e d d e f a u l t s e r v i c e 

p l a n s and a l r e a d y - e x e c u t e d c o n t r a c t s . And we've 

t a l k e d a b o u t some o f t h e s e methods t o d a y a l r e a d y . 

A d d i t i o n a l l y , t h e e x i s t e n c e o f any 

m u n i c i p a l o p t - o u t a g g r e g a t i on p r o g r a m must work 

w i t h i n t h e f r a m e w o r k , t i m i n g , and o t h e r as p e c t s o f 

any f u t u r e d e f a u l t s e r v i ce p l a n . F o r i n s t a n c e , 

s p e c i f i c a l l y w i t h r e s p e c t t o s u c h f u t u r e p l a n s , t h e 

g e n e r a l a s s e m b l y s h o u l d e n a c t m e a s u r e s t h a t a l l o w 

f o r t h e e x c l u s i on o f any c u s t o m e r l o a d i n c l u d e d i n 

t h e m u n i c i p a l o p t - o u t p r o g r a m f r o m t h e d e f a u l t 

s e r v i c e p r o c u r e m e n t s and s u p p l y f o r a l l o t h e r 

cus t o m e r l o a d w i t h i n a u t i l i t y ' s t e r r i t o r y . A g a i n , 

t h a t ' s t o p r o t e c t f r o m t h e premiums t h a t w o u l d n e e d 

t o be i n c l u d e d f o r c u s t o m e r s r e t u r n i ng t o d e f a u l t 

s e r v i c e . 

So i t ' s k e y and n e c e s s a r y , i n our 

o p i n i o n , t h a t House B i l l 2619 i n c l u d e amendments 

s u c h t h a t , f i r s t , any m u n i c i p a l o p t - o u t a g g r e g a t i o n 

p r o c u r e m e n t s and e n r o l l m e n t s must o c c u r p r i o r t o 



any p r o c u r e m e n t s u n d e r d e f a u l t s e r v i ce p l a n s ; t h a t 

t h e commi s s i on i s p r o v i d e d w i t h e x p l i c i t a u t h o r i t y 

t o e n a c t a d m i n i s t r a t i ve r u l es t h a t g o v e r n t h e 

o p e r a t i o n o f any o f t h e s e p r o g r a m s ; t o ens u r e 

c o n s i s t e n c y w i t h d e f a u l t s e r v i ce p l a n s and p r o t e c t 

c o n s u m e r s ; t o e n s u r e t h a t c u s t o m e r s , u n d e r t h e 

m u n i c i p a l o p t - o u t p r o g r a m t h a t r e t u r n t o d e f a u l t 

s e r v i c e may n o t r e t u r n t o a f i x e d - p r i c e s e r v i ce 

w i t h t h e e l e c t r i c u t i l i t y , i n s t e a d t h e y s h o u l d 

d e f a u l t -- o r a t l eas t t h e e x i s t i ng f i x e d - p r i c e d 

s e r v i c e f o r t h a t u t i l i t y , i n s t e a d t h e y s h o u l d 

d e f a u l t i n t o some s o r t o f h o u r l y o r d a y - a h e a d 

p r i c i n g ; and t h a t any m u n i c i p a l o p t - o u t a g g r e g a t i o n 

p r o g r a m must u t i l i z e a c o m p e t i t i v e p r o c u r e m e n t 

p r o c e s s, o v e r s e e n by t h e PUC, f o r EGSs s e e k i n g t o 

s e r ve t h e p r ogr am t h r oug h w h i c h a n E GS o f f e r i s 

c h o s e n t o s e r v e t h a t m u n i c i p a l i t y . 

F i n a l l y, EGSs s h o u l d be p r o h i b i t e d f r o m 

p r o v i d i n g f i n a n c i a l i nducement t o m u n i c i p a l i t i e s 

u t i l i z i n g m u n i c i p a l o p t - o u t a g g r e g a t i o n p r o g r a m s , 

and c u s t o m e r s s e r v e d by an EGS s h o u l d be e x c l u d e d 

f r o m any m u n i c i p a l o p t - o u t a g g r e g a t i on p r o g r a m s . 

W i t h t h a t , you know, t h a t c o n c l u d e s my 

r e m a r k s , b u t , you know, d e f i n i t e l y open t o answer 

any q u e s t i o n s t h a t you may have f r o m o u r 



p e r s p e c t i v e . 

CHAIRMAN PRESTON: The o n l y t h i n g I ' l l 

s a y i s , f i r s t r e l a t i o n s h i p , C o n s t e l l a t i on's b e e n i n 

f r o n t o f t h e commi t t e e and a l w a y s h a d a g r e a t 

r e l a t i ons h i p , s o g l a d t o hav e you b a c k b e c a u s e i t ' s 

b e e n a w h i l e . 

The o t h e r t h i n g i s , and I t h i n k a b o u t 

l i k e t h i s , M r . C h a i r m a n , c u r r e n t l y r i g h t now, t h e 

s e v e n t y - f o u r m u n i c i p a l i t i e s a c r o s s t h i s s t a t e , 

t h e r e a r e -- I t h i nk a t l e a s t t h i r t y - f o u r o r 

t h i r t y - f i ve o f them, mos t o f them a r e home r u l e , 

and t h e q u e s t i o n i s, you know t h a t t h e y c a n do t h i s 

now. 

So I t h i n k what we ' r e t r y i n g t o do i s 

g i v e t h e l i t t l e and m i d d l e guy an o p p o r t u n i t y t o do 

t h e same t h i ng t h a t t h e b i g g u y s can a l r e a d y do 

r i g h t now. P a r t o f t h e c o n c e r n t h a t I'm l o o k i n g a t 

i s , i f t h e y can do i t a l l r i g h t now, i t k i nd o f 

makes you wonder what i t i s t h a t t h e y ' r e 

n e g o t i a t i ng, and we're h e a r i n g a b o u t some o f t h e 

s i t u a t i o n s t h a t we're h a v i n g t o do, you know, t o 

c r e a t e more o f a p l a y i n g f i e l d and a l s o t o c r e a t e 

c e r t a i n p r o t e c t i o n s f o r t h e s m a l l e r p e o p l e . 

And t h a t ' s why I was s a y i n g t o t h e 

c h a i r m a n o f t h e P u b l i c U t i l i t y Commi s s i on t h a t t h e y 



d o n ' t h a v e a l l t h e s t a f f t h a t t h e P i t t s b u r g h s and 

t h e P h i l a d e l p h i as and t h e E r i e s h a v e i n -- e v e n t h e 

q u e s t i on i s , c a n a h o m e - r u l e c o u n t y -- f o r e x a m p l e , 

i n A l l egheny C o u n t y c u r r e n t l y now, w o u l d t h e y h a v e 

t o h a v e a l l h u n d r e d and t h i r t y m u n i c i p a l i t i e s do 

i t , b e c a u s e t h e y h a v e a home r u l e ? Or do t h e y -¬

can t h e y n e g o t i a t e t h a t now and t h e n as k t h e 

c o u n t i e s , Do you want t o o p t i n? I d o n ' t know t h a t 

y e t . 

And t h a t ' s p a r t o f t h e i s s u e t h a t we're 

t r y i n g t o g i ve t h e s m a l l e r p e r s o n t h e s ame c h a n c e , 

and i t ' s no d i f f e r e n t t h a n we h a v e a r i v e r w i t h 

a -- you know, t h e r e ' s a c o u n t y b o r d e r . T h i s 

p e r s o n ' s o v e r h e r e , t h a t p e r s o n ' s o v e r t h e r e were 

t h e y c a n ' t g e t t o g e t h e r ; w h e r e , i n J o h n s t o w n , I met 

w i t h e l e c t e d o f f i c i a l s and gave them t h e i d e a s , and 

one t h i n g t h e y t h o u g h t , Wel l , we can e i t h e r come 

t o g e t h e r o u r s e l v e s , we c a n come t o g e t h e r w i t h t h e 

c i t y o f J o h n s t o w n , b u t we w o u l d n e v e r come t o g e t h e r 

w i t h t h e c o u n t y . 

But p a r t o f t h e f u n c t i o n , I t h i n k , o f a 

l e g i s l a t o r i s t o g i v e p e o p l e an o p p o r t u n i t y t o t r y 

t o s e t t h e i r own d e s t i n y b u t a l s o t o t r y t o s e t up 

t h e same amount o f p r o t e c t i ons t h a t a r e n e c e s s a r y . 

And I t h i nk t h a t t h a t ' s one o f t h e t h i n g s we're 



t r y i n g t o do, b e c a u s e i t makes me n e r v o u s t o t h i nk 

t h a t you have a l l t h e s e t owns out h e r e t h a t c a n do 

i t r i g h t now w i t h o u t what k i n d o f p r o t e c t i ons t h a t 

we're t a l k i n g a b o u t t o d a y . 

And t h a t ' s one o f t h e t h i n g s I w a n t e d 

t o t h i nk a b o u t , b e c a u s e you r a i s e d s ome v e r y v a l i d 

i s s ues h e r e and t h i n g s a b o u t t h o s e o t h e r t o w n s t h a t 

can go a h e a d and do i t , and you wonder what t h e y ' r e 

n e g o t i a t i n g . 

MR. GUPTA: C e r t a i n l y . And f o r t h o s e 

r e a s o n s , i t i s i m p o r t a n t t h a t t h e d e f a u l t s e r v i c e 

c o n t i n u e s t o be p r o v i ded a p p r o p r i a t e l y , b e c a u s e 

u n t i l t h o s e o t h e r m u n i c i p a l i t i es can f i g u r e o u t 

what t h e y ' r e d o i n g , i f t h e y ' r e a b l e t o , you want t o 

make s u r e t h a t t h e y ' r e p r o v i d e d c o m p e t i t i v e 

e l e c t r i c i t y p r i c e s . 

CHAIRMAN PRESTON: And t o g i v e you an 

e x a m p l e, I s ay our C i t y o f B r o t h e r l y L o v e , I g u e s s , 

a l r e a d y b e e n t a l k i ng a b o u t i t , and t o my k n o w l e d g e 

I d o n ' t know i f t h e y ' v e pas s e d an o r d i n a n c e o r 

s c h e d u l e d t o p a s s an o r d i n a n c e -- t h e y h a v e p a s s ed 

an o r d i n a n c e a l r e a d y . I 'm j u s t g i v i ng you an 

e x a m p l e, so i f t h e y ' r e d o i n g i t , so i t ' s o n l y f a i r 

t o l e t t h e mom and t h e pops , p e r s e , a t t h e t a b l e, 

b u t I t h i nk what we a r e h e r e t a l k i n g a b o u t i s 



p r o t e c t i o n , and i t ' s g o i ng t o be an i s s ue t h a t 

we're g o i ng t o h a v e t o be a b l e t o d e a l w i t h g o i n g 

f o r w a r d f o r t h e b i g g e r muni c i p a l i t i e s j u s t as 

w e l l . 

Y e s , s i r . 

R E P . GODS HALL: Y o u r comment a b o u t t h e 

C i t y o f B r o t h e r l y L o v e , my n e i g h b o r i ng 

m u n i c i p a l i t y , a l s o h as a gas company, P h i l a d e l p h i a 

Gas Works , t h a t t h e y ' r e l i k e l y t o s e l l t o 

Montgomery C o u n t y or any o t h e r t a k e r s , so I'm n o t 

g o i ng t o w o r r y a b o u t t h a t r i g h t now. 

B u t , you know, I do h a v e -- t h i s i s 

a b o u t t h e t h i r d o r f o u r t h t i m e a b o u t e x i s t i n g 

c o n t r a c t s t h a t you b r o u g h t up, w h i c h I do h a v e a 

c o n c e r n a b o u t , and t h e I'm n o t s u r e t h a t 2011 o r 

2013 i s a m a g i c number o r a n y t h i n g e l s e . I PUC 

has t e s t i f i e d t h a t t h e y can work t h i ngs o u t and 

p h a s e i n , you know, w o r k i n g w i t h t h o s e e x i s t i ng 

c o n t r a c t s , w h i c h I t h i n k a r e i m p o r t a n t , b e c a u s e , as 

you s a y i n h e r e , I h a v e , t h e l i f e o f me, c a n ' t 

f i g u r e o u t i f you -- b e c a u s e o f e x i s t i n g l aw, you 

p u r c h a s e d e l e c t r i c t o s e r v i ce a c e r t a i n a r e a as a 

d e f a u l t p r o v i d e r and a t t h e same t i m e y o u ' v e g o t t o 

g e t r i d o f t h a t e l e c t r i c s o m e p l a c e and somebody has 

t o pay f o r i t . 



So, you know, i f -- t h o s e a r e a c o u p l e 

t h i ngs t h a t I t h i n k we have t o work o u t . 

And do a p p r e c i a t e y o u r t e s t i m o n y as 

w e l l as e v e r y b o d y e l s e t h a t ' s h e r e t o d a y . I t h i nk 

i t ' s -- hav e been a r e w a r d i ng s e t o f h e a r i ngs f o r 

me and g a i n e d a l o t o f k n o w l e d g e o f t h i ngs I had no 

i d e a e x i s t e d as o f a y e a r o r two a g o . 

So t h a n k you and a p p r e c i a t e y o u r 

t e s t i m o n y . 

MR. GUPTA: Thank y o u . 

CHAIRMAN PRESTON: I ' d a l s o l i ke -¬

RE P . GODS HALL: L i ke t h e C i t y o f 

B r o t h e r l y L o v e , you know -¬

CHAIRMAN PRESTON: What d i d I s a y 

yes t e r d a y ? C h i l l o u t . 

I ' d a l so l i k e t o s ay f o r t h e r e c o r d 

t h a t we have r e c e i v e d t e s t i mony f r o m Amy S t u r g e s , 

d i r e c t o r o f g o v e r n m e n t a l a f f a i r s , PA L e a g u e o f 

M u n i c i p a l i t i es and C i t i e s ; and a l so Thomas 

C h i omento, I I I , d i r e c t o r o f g o v e r n m e n t a l a f f a i r s 

f o r E x e l o n G e n e r a t i o n . 

I ' l l be a b l e t o s a y t h a t . And a g a i n , 

i t ' s i n t e r e s t i n g , b e c a u s e you have a l e t t e r o f t h e 

P e n n s y l v a n i a L e a g u e o f M u n i c i p a l i t i e s , w h i ch a l s o 

has a b r i e f s t a t e m e n t a b o u t t h e y e n c o u r a g e us t o be 



t h a t h a v e t h e p r i v i l e g e o f b e i ng a b l e t o do 

s o m e t h i n g t h a t we h a v e n ' t g i v e n t h e a n o t h e r c o u p l 

o f t h o u s a n d o f towns t o be a b l e t o do s o. 

At t h i s p o i n t , I l ook f o r w a r d t o i t . 

Don't f o r g e t , as I s a i d , t h i s -- we 

have e v e r y i n t e n t i on, t h e l e g i s l a t u r e , f o r v e r y 

d r a m a t i c change t o v o t e on t h i s t h i s c o m i n g 

T u e s d a y , n e x t w e e k . So l o o k f o r w a r d t o s e e i n g 

e v e r y b o d y t h e r e , and g e t y o u r comments i n . Don't 

hes i t a t e . B u t hav e a s a f e t r i p home. 

And we a r e a d j o u r n e d . 

( W h e r e u p o n , t h e h e a r i ng c o n c l u d e d 

a t 12:30 p.m.) 

* * * * * 



p r e s e n t upon t h e h e a r i n g o f t h e a b o v e - e n t i t l e d 

m a t t e r and t h e r e r e p o r t e d s t e n o g r a p h i c a l l y t h e 

p r o c e e d i n g s had and t h e t e s t i m o n y p r o d u c e d ; 

and I f u r t h e r c e r t i f y t h a t t h e f o r e g o i n g i s a 

t r u e and c o r r e c t t r a n s c r i p t o f my s a i d 

s t e n o g r a p h i c n o t e s . 
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C o u r t R e p o r t e r 
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