CUB and the City of Chicago’s Comments in Response to the List of Potential Retail Competition Workshop Discussion Topics

June15, 2006

On June 8, 2006, Staff circulated a list of potential retail competition workshop discussion topics that was compiled by John Gomoll of Direct Energy, and edited by Staff.  The document is a compilation of possible topics that the Retail Competition workshop participants could discuss during 2006 and in later years.  The list was compiled from suggestions made during the Comment period of the current workshop process, and has been supplemented with recommendations/topics that were offered during the Post-2006 workshop process, and by recommendations that the Commission has made in the in the various reports that have been submitted to the General Assembly under Sec. 16-120 of the Public Utilities Act. 

As a general matter, CUB and the City are concerned that the Proposed List of potential topics starts with an underlying assumption that consumers will benefit from retail competition.  The starting point for discussions should be “is there potential for residential consumer to benefit from retail choice?”  Given what we have seen on the natural gas side, parties should enter this discussion with a great deal of skepticism.  Instead, it appears that we are moving forward as though there is consensus on whether Illinois should be promoting retail competition for residential and small business customers.  Moreover, it is important to address the issue of the regulated utility’s obligation to serve customers before we discuss retail competition.

CUB and the City have several specific concerns with the list, and believe that certain modifications are necessary to accurately represent the realities of the marketplace and to aid the Commission in investigating the circumstances surrounding residential and small business competition.

Section [1] Customer Education

Placing this section first in the proposed list of issues is like putting the cart before the horse.  Before the Commission can effectively educate customers, it is absolutely imperative that it understands their wants and needs.  Because of this, CUB and the City believe that Section [2] - Seminar on Residential and Small Commercial Electric Competition should be the Commission’s first priority, and should be the first item on the list of suggested topics.  

Instead of blindly beginning to explore customer education, the first thing that the Commission needs to do is to examine the experience that other states have had with residential and small commercial competition.  Without this information, the Commission will not understand the needs of consumers or be in any position to effectively educate them.  

CUB and the City recommend that the order of Sections [1] and [2] be switched.

Section [2] Seminar on Residential and Small Commercial Electric Competition

As discussed above, CUB and the City believe that such a seminar is the most appropriate starting point for discussions of retail competition for residential and small business consumers, and should be the Commission’s primary focus. 
The Commission should examine two key questions:  

Do retail consumers want to shop for electricity?  And; 

What are the potential benefits that customers will get from shopping?  

CUB and the City recommend that the order of Sections [1] and [2] be switched.  

Section [4] Consumer Protection 

CUB and the City believe that the importance of this recommendation needs to be further highlighted.  The Commission has not aggressively set consumer protection rules in the natural gas market and, as a result, customers have been both misled and taken advantage of.  The Commission should use the lessons that have been, or should have been, learned through Natural Gas Choice programs and implement stringent consumer protection rules immediately.  Without strict rules in place, consumers will not be adequately protected.  In addition, the lack of strict market rules also harms the development of competition.  Consumer abuses foster a sense of distrust with the competitive market, create a very real entry barrier for competitors, and provide a competitive advantage for those marketers brazen enough to take advantage of customers.   

CUB and the City recommend the following modification:
Recommendation: Convene a working group to evaluate current consumer protection rules and whether the rules need to revised or augmented develop stringent consumer protection rules that the Commission can use to supplement existing market rules.

Section [6] Utility Role in Providing Default Service 

CUB and the City are concerned that defining the utility’s role in providing default service may open the door for artificial distortions that favor competitive entry over well-designed utility default service.  The utilities are mandated to provide the lowest cost default service available and the Commission should endeavor towards only that goal.  The existence of economies of scale in procuring electrical power may leave utility default service as the lowest cost option available to the market place.  This is not a failure of competition; rather it is an economic reality that the Commission must recognize.  If the utility is able to provide service to its customers at the lowest price then there is no room for competitive entry.      

CUB and the City recommend the following modification:

Recommendation: Convene a working group to evaluate the continuing role of the incumbent utility in providing default service.  This group should not discuss placing artificial restrictions on utility default service that serve to further competitive entry at the expense of the utility obligation to provide lowest cost default service.   
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