Pennsylvania Public Utility Commission - Docket No. I-00040103

Investigation into Competition in the Natural Gas Supply Market

Presenter - Curtis D. Clifford

Professional/Educational Qualifications – Professional Engineer, PA licensed; BS Civil Engineering, BA Social Sciences both from Union College, Schenectady NY

Present Employment – Vice President of Natural Gas Services since January 2001 at UtiliTech, Inc. 975 Berkshire Blvd, Ste 100; Wyomissing, PA 19610.

Relevant Prior Experience (in order from most recent) – Five years (2 1/2 at both NUI Energy and Con Edison Solutions) doing deregulated natural gas sales and operations in Pennsylvania; eight years at UGI’s GASMARK subsidiary as general manager in charge of deregulated gas sales and operations; 28 years total with UGI Corporation (17 years in deregulated subsidiaries and 11 years in regulated utility operations).

Activity at UtiliTech - Natural gas consulting for all clients that are commercial and industrial gas consumers; concentrating on deregulated gas procurement, utility rate analysis, and invoice audits.

Client Locations – Nationwide, but concentrated in Pennsylvania and surrounding states.

Pennsylvania Gas Utilities Serving UtiliTech Clients – Columbia of PA, Dominion PNG, Equitable Gas, National Fuel Gas, PECO Energy, PG Energy, Philadelphia Gas Works, PPL Gas, UGI Utilities.

Testimony – Submitted August 25, 2004

Assess the level of competition in Pennsylvania’s natural gas supply service market:

Gas supply competition is alive but not well from the perspective of Pennsylvania gas consumers.  Compared with the surrounding states of New York, New Jersey, Ohio and Maryland, Pennsylvania consumers find fewer competing suppliers, more inhibiting rate factors and less accurate consumer information.  In general, the commission can help by proactively adjusting utility rate structures that are weighted against delivery service; searching out and seeking solutions to supplier concerns that discourage competitive entry; and regularly updating lists of suppliers, prices and customer migration statistics.

Here are specific issues we have identified:

1. LDC security requirements are excessively high for suppliers and unnecessarily high measured against protection utilities need for financial integrity.  This issue is currently under PUC review in Shipley vs. UGI – Docket P00032045.

2. LDC fixed/customer charges for delivery rates that are higher than fixed/customer charges under bundled rates lower the price threshold for competing gas.

3. Some LDC delivery rates charge for expenses that the LDC's no longer pay.  For instance, the commission has already acknowledged (but not removed) UGI’s system access fee as inappropriate in Stroehmann Bakeries’ challenge under Docket R-00016376C002.  Such charges impact competitive gas as in #2 above.
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4. The PUC unduly protects LDC's from legitimate complaints of business customers by prohibiting them from using the informal complaint process.

5. PUC website information says that one gas utility has only three choice gas suppliers, three have only one each and six of the ten have none!  If accurate, that means either gas choice in Pennsylvania is virtually dead or the PUC information on suppliers is woefully inaccurate.

6. Utility contracts for customers in special rate classes contain unreasonable terms as a condition for receiving such rates: e.g. imposing five-year terms, one-year termination notices, strict confidentiality and no contact with interstate pipelines. 

7. Fees and procedures for daily consumption information are excessive and cumbersome. and in some cases the information is inaccurate.

8. Some LDC's are still reporting customer usage on billing cycles other than calendar months while requiring suppliers to match the usage with calendar month deliveries.

9. Some suppliers are reluctant to take a stand on these issues because they sell gas to Pennsylvania utilities and do not wish to jeopardize those relationships.

10. Many potential suppliers are intimidated by the perception, if not the reality, that utility affiliates use unfair advantages gained from their corporate relationships.  Oddly, some utility affiliates feel their parent overly penalizes them in an effort to eliminate the perception of preference.  These conditions hinder competition.

11. Many times, LDC gas prices and gas cost adjustments have little relationship to market prices, which makes market-based supplier prices appear arbitrary.

12. Utilities are slow to affect the switching process for customers coming in and going out of choice programs, which sometimes whipsaw the customers.  Of some 20 UtiliTech clients requesting return to tariff by October of last year, the utility returned most after December 1st and some not until February.  By then, the relative gas cost advantage had reversed.

13. In response to complaints of unfriendly rates and procedures, utilities say they must be stringent because they are burdened by being the supplier of last resort.  At least two states (Georgia and Florida) have installed deregulated suppliers in those positions, removing the burden from the utilities.  PA could do this.


