Comments by Chris Weston, President and Chief Operating Officer, Direct Energy,
LLC

Chairman, Commissioners
Thanks for inviting me
Today | am speaking for Direct Energy, Dominion Retail and I1GS

Appreciate the open minded and thoughtful approach to developing the power
market in PA

Appreciate the interim measures

We believe the way you restructure the power market and introduce competition
is a significant opportunity for PA, its businesses and consumers

Competition brings many benefits; it brings innovation (tariffs and products,
green, services, energy efficiency)

It is the most efficient mechanism for regulating prices, ensuring that they are as
low as practicable and excessive returns are not generated.

[Competition does not guarantee low prices, that is a function of commodity
prices and generation mix, but it does guarantee the lowest prices given those
fundamentals.]

Competition is the best way to regulate prices.

Good for the economy, for businesses where input costs are lower and for
consumers who retain their hard earned cash.

My comments today are based on experience in both the UK and Texas (there are
other markets, Australia, State of Georgia) where the end state | will outline has
been in place successfully for many years.

Consider the UK market

- Customers are engaged, 100,000 switch supplier every week



- Prices in the UK are lower than the rest of Europe, in gas they are the
cheapest, in power in the lowest quartile.

- Competition has driven energy efficiency and has resulted in the reduction
in customer usage by 2 to 5% each year, providing savings to customers.
We as an energy company support, encourage and drive this.

To achieve these outcomes requires a market structure that ensures sustainable
competition

- It requires the engagement of consumers
- Competitors are able to create a relationship with customers
- Requires them to serve and bill those customers

Recognition that a regulators role is to design the market structure that best
supports competition, to implement that structure and then to monitor how it
functions. Not to set prices, leave that to the market.

The market is most efficient mechanism for regulating prices and competing away
excess profits.

In my view, the end state that is most economically efficient and supports
competition recognizes the different elements in the value chain and requires
price regulation only of the natural monopoly. In power: generation can be
competitive, as can retail; the natural monopoly is the transmission and
distribution network. This should be recognized in the market structure.

This also applies to gas markets.

Ideal end state requires that the utility does not compete in the retail space and
concentrates on the reliable delivery of power: investing in, building and
maintaining the networks: the natural monopoly, where returns should be
regulated.

It is OK to have an affiliate in the retail space but that entity should operate
entirely independently and not share the same brand.

Retailers provide service to customers
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- Bill the customer, including T&D charges

- Answer service calls and collect payments (and have ability to disconnect
via utility)

- They create a relationship with the customer, engage the customer

- Driving category interest and innovation

Default service is not part of this model and is not necessary.

Firstly, customers do not go without service in competitive markets, it does not
happen.

In fact default service provides an option to doing nothing, a choice you could
argue that the customer should be able to make but a choice that does not
recognize the benefits of competition.

Another concern that must be considered is low income customers. It is
important that this is properly considered. The competitive market can provide
service to these customers and should do so. Service does not need to be
provided by the utility.

Low income customers, like all customers, will benefit from the natural
mechanism that competition provides for keeping prices low. Secondly, support
can be provided via Government policy, either directly or via retailers, possibly in
the form of non by-passable charges. These mechanisms are currently deployed
and work in both the UK and Texas.

| recognize that this model is different from the end states you are proposing, all
of which are a vast improvement on the current structure; particularly models A
and B but this step, the interim models are not necessary. There is plenty of time
before the 2015 date to put in place the end state | have outlined and | urge the
PUC to do so.

We now have over 100k customers in PA, an additional 7TWh of load to our C&l
customers and employ over 1,000 people, a number that is growing. We would



like to invest more and the steps you are taking encourage companies like mine to
do so.

You have a fantastic opportunity in Pennsylvania, to restructure the power (and
gas markets), to drive innovation and economic benefit and | urge you to take it. |
talk to politicians and regulators in other states who are extremely interested in
developments here and are taking steps themselves. | appreciate the opportunity
to give my views today and fully support the continued evolution of a market
structure that supports and encourages vibrant competition.

Thank you



