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Executive Summary  

The Public Utilities Regulatory Authority herein reports to the General Assembly’s Energy and 
Technology Committee, pursuant to Section 16-245o(o) of the General Statutes of Connecticut.1 
Specifically, PURA was directed to submit recommendations and guidance regarding what type of 
generation services rate structure is best suited for residential customers who allow a fixed contract 
with an electric supplier to expire and begin paying a month-to-month rate for generation services 
from such supplier. 
 
The cornerstone of Connecticut’s competitive electric supplier market is customer choice, including 
the option to not participate and remain on the local electric distribution company (EDC) Standard 
Service. EDC Standard Service represents a default alternative to generation service from licensed 
electric suppliers. Switching to a supplier is not mandatory, nor does market participation make sense 
for every residential electric customer. For example, a couple who frequently travels may not be 
available to closely monitor supplier contract terms or research market price changes, opting instead 
to choose Standard Service. Additionally, some low-use residential customers may find that the small 
amount of potential savings to result from market participation are not worth the effort required to 
manage the contract. Other customers will elect to save dollars wherever they can, even if savings 
are small. Environment-focused consumers may choose to support renewable energy above and 
beyond the percentage available through Standard Service by paying a higher rate for a green 
product. Each of these customers is making an informed choice in the deregulated energy market. 
 
The Authority's recommendations herein are guided by the traditional regulatory role of striking a 
balance between fostering a competitive retail choice market while ensuring an adequate level of 
consumer protection. While the legislature banned variable rate contracts for residential customers 
effective October 1, 2015, its request for guidance and recommendations on month-to-month rates 
signals a legislative willingness to revisit additional types of rate structures. At this stage in the 
evolution of the Connecticut retail choice market, there are distinct advantages and disadvantages to 
various rate structures. Pricing plans that change more often, such as monthly variable rates, tend to 
be more dynamic than fixed rate plans, which offer a set rate for at least four consecutive billing 
cycles. While participation in the supplier market is optional, it should not be overly burdensome or 
potentially dangerous. 
 
The Authority recommends a choice to the Legislature:  
 

• If the legislature seeks a competitive market with only flat, long-term rates, then continuing 
the ban on variable rates is the best path forward. Fixed rates offer the lowest possible risk for 
end-users and, like fixed rate mortgages, offer comfort in price stability. While a market with 
long-term, flat-rate structures will likely yield narrower price fluctuations, it is unlikely to yield 
the lowest possible price for electricity.2 Fixed rate contracts also can occasionally work 

1 See Public Act 15-90 as modified by Special Session Public Act 15-5. 
2 Many suppliers charge early termination or cancellation fees to encourage consumers to see their fixed price 

contracts through to the end of the initial term. Conn. Gen. Stat. § 16-245o(h)(7)(A) permits cancellation fees of up to 
$50 for residential customers who wish to switch plans before their current contract is set to end. 
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against other state energy policy goals, such as conservation and time-of-use rates. 
Nevertheless, they represent the safest, most predictable choice. 

 
• If the legislature seeks a competitive market with dynamic pricing options, continued 

innovation, and the maximum possible savings to customers, then some form of month-to-
month rates should be considered. A more dynamic pricing structure will likely yield wider 
price swings but also greater product and rate innovation. Like an adjustable rate mortgage, 
this pricing structure would include increased risk for market participants, especially those 
who do not monitor their contracts, market conditions, and notifications. More information 
and more timely notification of rate and term changes are now available to consumers, some 
of whom might be comfortable with a month-to-month product after an initial fixed rate term 
expires. Customers may now receive required notifications by email, U.S. Mail, or other 
options as suppliers offer them, and key rate information is now succinctly depicted on the 
front page of consumer electric bills. Taken together with other notifications and PURA 
oversight, these improvements minimize but cannot eliminate the possibility that a customer 
may miss an important decision signal, such as a forthcoming rate or term change. 

 
Fixed price contracts have included information describing a transition to a variable product that 
would occur at the end of the initial term, but many residential customers nonetheless believed that 
they were inadequately informed about the variable rate transition. In 2014, for example, more than 
2,000 customers submitted formal complaints to the Authority, alleging that they were under-
informed regarding exposure to price increases or – worse – that suppliers had taken advantage of 
them during a wholesale energy market price spike. 
 
Since the variable rate ban took effect on October 1, 2015, electric suppliers have had the option to 
construct residential contracts set to renew (e.g., at the end of a fixed rate term) to: 
 

• Return the customer to EDC Standard Service;  
• Keep the customer at the original fixed contract rate until a new contract is entered into or 

the supplier returns the customer to EDC Standard Service; or 
• Renew the customer to a new fixed term of no less than four billing cycles.  

 
These options were available to licensed electric suppliers prior to the ban. Additionally, it is worth 
noting that suppliers have always been free to decrease customer rates to adjust for changing market 
conditions or as a customer retention strategy,3 but the Authority can present no evidence of 
widespread use of this option. Additional options related to renewal contracts include “caps” or 
banded rate requirements on month-to-month products. The Authority does not endorse caps or 
bands in this market at this time: they may present additional problems, including accounting for the 
overlap of billing periods related to EDC Standard Service, as well as monitoring and enforcement of 
such policies. These options would also limit supplier product offerings, constrain the competitive 
market, and might lead some electric suppliers to abandon the Connecticut market entirely.  

* * * * * *   

3  Conn. Gen. Stat. §16-245(g)(15) provides that “…the licensee may decrease such rate at any time.” 
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I. Background and PURA Proceeding  
Public Act 15-90, An Act Concerning Variable Electric Rates, was signed into law on June 23, 2015, and 
subsequently amended by Section 108 of June Special Session Public Act 15-5, An Act Implementing 
Provisions of the State Budget for the Biennium Ending June 30, 2017, Concerning General 
Government, Education, Health and Human Services and Bonds of the State (collectively, the Act). 
The Act states:  
 

Section 1. Subsection (g) of section 16-245o of the general statutes is amended by 
adding subdivision (4) as follows (Effective from passage):  
(NEW) (4) On and after October 1, 2015, no electric supplier shall (A) enter into a 
contract to charge a residential customer a variable rate for electric generation 
services; or (B) automatically renew or cause to be automatically renewed a contract 
with a residential customer and, pursuant to such contract, charge such customer a 
variable rate for electric generation services.  
 
Section 2. Section 16-245o of the general statutes is amended by adding subsections 
(n) and (o) as follows (Effective from passage):  
(NEW) (n) As used in this section, “residential customer” means a customer who 
contracts with an electric supplier for generation services at residential premises for 
domestic purposes only.  
(NEW) (o) On or before October 1, 2015, the Public Utilities Regulatory Authority shall 
initiate a proceeding to develop recommendations and guidance regarding (1) what 
type of generation services rate structure is best suited for residential customers who 
allow a fixed contract with an electric supplier to expire and begin paying a month-to-
month rate for generation services from such supplier; and (2) what change to the 
generation services rate and to the terms and conditions of such service that 
customers may experience after the expiration of a fixed contract when such 
customers begin paying a month-to-month rate. The authority shall report, in 
accordance with the provisions of section 11-4a, the findings of such proceeding to the 
joint standing committee of the General Assembly having cognizance of matters 
relating to energy, on or before January 1, 2016.  

 
On its own motion, on June 25, 2015, the Authority opened Docket No. 15-06-15, PURA Variable Rate 
Study.4 The Authority requested written comments from stakeholders including electric suppliers, the 
Office of the Attorney General (AG) and the Office of Consumer Counsel (OCC), as well as the utilities 
and consumers themselves (individually and through Connecticut AARP). The Authority directed 
participants to address ramifications of the Act, including month-to-month generation service rate 
structures, contracts, the sunsetting of residential variable rate contracts and related matters. The 
Authority held a Technical Meeting, where participants offered diverse positions on the meaning and 
effect of the Act. Based upon the comments aired at the Technical Meeting, the Authority deemed it 

4 The entire administrative record in PURA Docket No. 15-06-15, PURA Variable Electric Study, is available at 
http://www.ct.gov/pura/docketsearch.   
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appropriate to issue an interim ruling in this matter to guide implementation of the Act.5 The Interim 
Decision provided licensed electric suppliers guidance regarding implementation of the Act as it 
relates to offering or renewing residential contracts containing variable pricing.  The Interim Decision 
determined the following regarding the new law: 
 

• Commercial and industrial retail choice customers are unaffected; 
• Residential variable or month-to-month contracts that were entered into prior to October 1, 

2015 are unaffected; 
• Residential fixed rate contracts that were entered into prior to October 1, 2015 and converted 

to a variable or month-to-month contract prior to October 1, 2015, are unaffected; and, 
• Residential contracts entered into on and after October 1, 2015 are limited to fixed term 

offers of no less than four billing cycles. 
 
On October 30, 2015, the Authority provided stakeholders additional opportunity to provide written 
comments to inform the content of this report, as incorporated below. 

A. Electric Retail Market Overview 
Electricity service is separated into three parts: generation, transmission, and distribution. In 1998, 
Connecticut chose to enter into a deregulated market structure, whereby the electric distribution 
companies (EDCs, namely Eversource and United Illuminating) divested their ownership in the 
generation portion of the market.6 For residential customers, the key outcome of deregulation was 
choice: customers could stay with the EDC for generation service or choose among offers from 
qualified competitive electric suppliers, who are licensed by the Authority.  
 
In the early years of deregulation, the EDCs entered into multi-year, fixed rate generation contracts to 
provide the default service option that became known as the “standard offer” or “standard service.” 
This procurement strategy provided rate stability but limited suppliers’ ability to compete for 
residential and small business customers. From 2000 to early 2006, large commercial and industrial 
customers comprised the bulk of participation in the retail market. In 2006-2007, retail choice among 
residential and small business customers began to pick up as suppliers increasingly offered rates 
competitive with or even below Standard Service. 
 
The EDC Standard Service competitive bid process is administered by each electric utility, but the 
process is overseen by PURA. The final rate represents a direct pass through from the wholesale 
electric market (i.e., the EDCs add certain administrative costs but do not yield any profit on the 
provision of Standard Service). Small procurements occur throughout the year with new prices 
announced in mid-May and mid-November, before they take effect on July 1st and January 1st, 
respectively. Standard Service rates remain fixed for six-month periods: January-June and July-
December. 
 

5 See Interim Decision dated September 30, 2015, Docket No. 15-06-15, PURA Variable Electric Study, available at 
http://www.ct.gov/pura/docketsearch. 

6 Public Act 98-28, An Act Concerning Electric Restructuring.  
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Many residential customers participate in the retail choice market. Currently, approximately 40% of 
UI residential customers and 35% of Eversource residential customers (457,416 in total) choose to 
receive electric service from a competitive supplier.7 Nearly all suppliers rely on UI or Eversource to 
bill and collect payment from their customers for generation services. 
 

 
In the early years of deregulation, electric suppliers offered limited plans – mostly medium-term fixed 
rate plans – that represented an alternative to EDC Standard Service. As the market matured, 
licensed electric suppliers began to differentiate pricing structures and other customer benefits. 
Monthly, weekly and daily variable rate plans emerged, as did a category of promotional rates and 
additional incentives including cash rebates and gift cards. In 2015, “tiered” rate offerings have 
appeared, whereby the customer pays one rate for a term of at least four months and then the rate 
changes to another fixed price. Some suppliers introduced enrollment fees in 2015, which may be 
collected at the beginning of a contract, as opposed to early termination or cancellation fees, which 
may come at the end of a contract. 
 
Some electric consumers choose to pay more than EDC Standard Service because they wish to 
support renewable energy. Other consumers may choose a long-term (e.g., 12-month) contract, in 
which the supplier rate may be lower than the January–June Standard Service rate but higher than 
the July–December Standard Service rate. In such a scenario the customer may or may not end up 
with a net savings over Standard Service.  
 

7  See monthly compliance reports submitted in Docket No. 06-10-22, PURA Monitoring the State of Competition in the 
Electric Industry, available at http://www.ct.gov/pura/docketsearch.  
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Screenshot from the Rate Board. This particular offer shows a tiered rate and enrollment fee. 
 
Changes in the retail choice market led to passage of several electric supplier-related, consumer 
protection-oriented laws in 2014. PURA, in concert, issued several substantive supplier-related 
decisions addressing almost every aspect of competitive electric supply, including rates, marketing, 
rate structures, customer service, dispute resolution and required notices. PURA’s regulatory role has 
expanded as the retail choice market has become more dynamic. In addition to multiple licensing, 
enforcement and rulemaking cases, the Authority has been closely involved in improving the supplier-
related component of EDC bills; assuming day-to-day management of the official Rate Board; 
improving the customer experience through education, outreach and advocacy; and resurrecting the 
Supplier Working Group for informal best practice discussions among stakeholders. 
 
The Authority manages the Rate Board, which serves as the official Internet source for supplier rates, 
offers, terms as well as FAQs, tutorials and helpful links.8 Authority staff makes daily updates and 
content improvement to best serve the needs of Connecticut retail consumers. PURA’s Rate Board 
efforts are working: in November 2015, the Rate Board drew more than 68,000 pageviews, and an 
average user now spends approximately six minutes examining supplier offers. PURA’s Rate Board 
has served as a model to other states in their development of a similar tool, and energy officials from 
evolving markets as far away as Vietnam, Cambodia and Japan have recently sought PURA’s advice 
and guidance on supplier regulation and electric deregulation. 
 
The Authority continues to manage complex compliance matters related to marketing standards, 
renewable energy offers, and customer notifications. Most recently PURA has committed to 
streamlining the electric supplier licensing and five-year renewal process. More than 60 suppliers are 
currently licensed to serve segments of Connecticut’s residential, commercial and industrial markets. 
Suppliers are granted a license upon a showing of fitness and are subject to periodic Authority 
review. The scope of a license may be restricted based on the Authority’s assessment of the 
supplier’s technical, managerial and financial capability as well as the scope of service plan submitted 
by the supplier.9 

8 The Rate Board is available at http://www.energizect.com/suppliers. Pursuant to legislation passed in 2014, the 
Authority has also made historical variable rate data available to consumers. 

9 Regulations of Connecticut State Agencies §16-245-2. 

PURA Electric Supplier Residential Rate Structure Report | Page 6 of 11 
 

 

http://www.energizect.com/suppliers


 

The number of supplier-related complaints increased significantly in 2013-2014. Many of those 
complaints alleged unfair trade practices, deceptive marketing, non-compliance with PURA directives, 
slamming and other charges that required enforcement activity on PURA’s part. One key piece of 
2014 legislation gave PURA additional resources for supplier-related consumer assistance, consumer 
education and enforcement activity related to electric suppliers. 
 
PURA’s Consumer Affairs Unit has numerous supplier-related responsibilities including investigation 
of individual complaints, mediating supplier-related disputes, assisting customers with utility-related 
questions, educating customers and leading PURA’s outreach efforts.10 
 
Customer complaints filed with the Authority regarding the competitive electric generation industry 
were relatively few from 2000-2007. This low volume of complaints coincided with the comparatively 
small number of offerings available to Connecticut customers and reflected the still-emerging nature 
of the market. However, as the competitive electric generation market grew, the number of 
complaints registered with the Authority also increased: 
 

Electric Supplier Complaints from 2008 – 2015 11  

 2008 2009 2010 2011 2012 2013 2014 2015 

Complaints 70 89 223 327 606 985 2,161 801 

 
 
It is noteworthy that in 2014, New England sourced about 50% of its power from natural gas, up from 
only 15% in 2000.12 Prolonged frigid temperatures during the winter of 2013-2014 combined with 
natural gas pipeline constraints limited the availability of natural gas for power production. In turn, 
this caused the market price of natural gas to skyrocket. One report stated that an average price of 
$4/MMBtu (million British Thermal Units) of energy rose to over $24/MMBtu, with some spot 
markets seeing prices almost as high as $100/MMBtu.13 Some suppliers absorbed the price jumps, 
while others increased their short-term (i.e., variable) rates to pass through the higher costs to end 
users. This event has been called the “Polar Vortex.” It exacerbated an emerging problem in the retail 
choice market: many customers were caught off guard by variable rate product fluctuations and 
complained to PURA. 
  

10  Public Act 14-217 made resources available to the Authority to increase consumer assistance, consumer 
education/outreach and enforcement activity related to electricity suppliers. 

11  Note that a registered “complaint” represents a customer who first contacted his utility company about an issue, but 
remained dissatisfied with the response. The complaint does not necessarily reflect the validity of the customer’s 
allegation, just that the customer was not satisfied with the company’s service, response or proposed resolution. In 
addition to supplier-related complaints, PURA also handled thousands of requests for information about the supplier 
market. 

12 Connecticut Department of Energy and Environmental Protection, 2014 Integrated Resources Plan for Connecticut, p. 
ii, available at http://www.ct.gov/deep/lib/deep/energy/irp/2014_irp_final.pdf.  

13 Winter 2013-2014 Operations and Market Performance in RTOs and ISOs Report, FERC Staff, April 1, 2014, p. 5, 
available at https://www.ferc.gov/legal/staff-reports/2014/04-01-14.pdf.  
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II. Guidance and Recommendations 

A. Overview 
In 1998, the General Assembly declared that “the current method of providing electric service has 
involved a balancing of costs, risks and rewards for electric utilities and their customers, and 
therefore the transition to a competitive generation market . . . should be based on the principles of 
fairness and reasonableness and the result of a balance of the interests of electric customers, electric 
utilities and the public at large.”14 These policy goals remain foundational, seeking to balance 
protection of consumers with the forces needed to sustain a competitive energy market. Rate 
structures, including whether and how to offer month-to-month products following expiration of a 
fixed rate term, are emblematic of the need for such balance. 

B. Stakeholder Input 
The OCC, CT AARP, and two supplier trade groups submitted written comments in response to the 
Authority's requests for written comments.15 Many residential customers also submitted written 
comments to PURA. The majority of these consumer letters recommended that the ban on variable 
rate contracts be made permanent. 
 
The OCC stated that the entire relationship between a residential customer and an electric supplier 
should be defined within a contract that the customer can read, understand and then give affirmative 
consent to the terms. To that end, if customers are auto-renewed16 into new contracts to which they 
have not given affirmative consent, the OCC advocated that the Legislature implement a reasonable 
cap on the rate that takes effect following the expiration of fixed rate term. OCC Written Comments, 
July 31, 2015, pp. 1 and 2. The OCC also advocated that auto-renew contracts, as referenced in Conn. 
Gen. Stat. §16-245o(h)(8), are unacceptably ambiguous. The OCC recommended that interested 
parties work together in the 2016 Legislative Session to amend current law “so that any renewal 
terms would need to be spelled out in the contract.” Id., p. 6.  
 
If a customer’s consent cannot be achieved at the expiration of a fixed rate term, the OCC suggested 
an “interim cap” approach, in which the cap is set at the level of the then-prevailing Standard Service 
price for the customer’s EDC territory or at the level of the customer’s current fixed price. Under this 
approach, suppliers would be free to charge rates up to the level of the chosen cap, but would 
presumably also be free to decline to provide service at that price and allow the customer to switch 
to either Standard Service or another supplier. According to the OCC, the interim cap is not intended 
to punish suppliers in any way or to shift thousands of customers to Standard Service. Instead, it is 
intended to be an interim “proxy” price that facilitates customer retention, giving the supplier an 
opportunity to continue the customer relationship and complete communications toward agreement 
on a new fixed price term.” Id., pp. 3 and 4. The OCC argued separately that as the Standard Service 

14 Conn. Gen. Stat. §16-244(11). 
15  Requests for Written Comment dated July 16, October 16, and November 16, 2015 addressed interpretation and 

implementation of the Act, supplier-related consumer protections, company-specific rate data and other information 
required by the Act. 

16 Auto-renewal contracts are discussed under Conn. Gen. Stat. §16-245o(h)(8). Suppliers may alter the terms of the 
renewal contract from the original contract with the customer, including the rate and term of the new contract.  
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rate is available to all customers, there is no reason why it would benefit a customer to pay more 
than Standard Service on a month-to-month basis. 
 
AARP noted that many of its residential retail choice customers/members do not believe that 
suppliers should be allowed to rely on customer silence to retain those customers and charge a rate 
that is not otherwise specifically identified and affirmatively agreed to by the customer. AARP Written 
Comments, July 31, 2015, p. 2. AARP stated that suppliers are not obligated to offer renewal 
contracts, and are free to terminate customers’ generation service at the end of the initial fixed price 
term. According to AARP, suppliers are also free to seek affirmative consent at any time and to return 
the customer to Standard Service at any time. Id., p. 3. 
 
AARP stated that enrollment fees amount to upfront price collection by suppliers, and so suppliers 
should be required to project the impact of the fee on the overall rate. AARP drew an analogy to 
upfront “points” that may be charged in some mortgage transactions and are required to be 
disclosed as the Annual Percentage Rate on consumer contracts under the Truth in Lending Act. AARP 
Written Comments, November 16, 2015, p. 3. 
 
Electric Suppliers submitted their comments through two similar but distinct groups. The National 
Energy Marketers Association (NEM) is a non-profit trade association representing both leading 
suppliers and major consumers of natural gas and electricity as well as energy-related products, 
services, information and advanced technologies throughout the United States, Canada and the 
European Union. NEM’s membership includes independent power producers, suppliers of distributed 
generation, energy brokers, power traders, global commodity exchanges and clearing solutions, 
demand side and load management firms, direct marketing organizations, billing, back office, 
customer service and related information technology providers. NEM members also include 
inventors, patent holders, systems integrators, and developers of advanced metering, solar, fuel cell, 
lighting and power line technologies.   
 
NEM supports a “month-to-month” rate structure. It warned that requiring suppliers to keep 
customers at a previously negotiated rate could subject both the supplier and customer to increased 
risk by honoring the original terms for a potentially lengthy, indefinite period while market conditions 
may have changed. NEM Written Comments, July 31, 2015, pp. 2-4 and 7. NEM argued that market 
forces in an active retail electric market yield price discipline; competition ensures that rates are just 
and reasonable. Id., pp. 7 and 8. According to NEM, artificial constructs, such as price caps on 
competitive offerings, impose increased risks and costs on suppliers that can result in unnecessary 
price increases. Id.  
 
NEM stated that a market where certain product offerings are restricted or entirely eliminated harms 
consumers by limiting access to options that suit individual preferences and budgets. NEM Written 
Comments, November 13, 2015, p. 3. NEM stated that a product that responds to changing market 
conditions can still “provide value” to Connecticut retail electric consumers. As a corollary, NEM 
believes that “limiting the market solely to fixed price offers would eliminate the ability of consumers 
to take advantage of lower-priced competitive products when market conditions allow and would not 
be in the public interest.” Id., p. 3. NEM states “consumers will be dissatisfied if they cannot avail 
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themselves of variable rate products when doing so would allow them to lower their energy bills.” Id., 
p. 5. 
 
Another supplier perspective comes from the Competitive Supplier Working Group (SWG),17 which 
argues that capping generation service rates will lead to increased rates overall. SWG Written 
Comments, November 16, 2015, p. 7. The SWG believes that “it is unrealistic to expect residential 
consumers to fully and comprehensively understand wholesale market pricing dynamics ... [and] 
providing access to such information will likely only further confuse those customers.” Id., p. 9. The 
SWG further believes that any attempt to tie in wholesale market conditions to retail pricing “fails to 
recognize that the wholesale cost of power is not the only cost included in the retail price that 
suppliers charge customers [footnote omitted] and all suppliers have different purchasing, hedging 
and business strategies.” Id., p. 11.  

C. Residential Contracts at Renewal 
The Authority agrees with NEM and the SWG that retail electric consumers can be overloaded by too 
many notices and too much information. Clarity, timeliness and ease of understanding are goals that 
the Authority seeks to embed in electric supplier collateral materials such as notices and key contract 
terms. 
 
Through its November 16, 2015 Request for Written Comment, the Authority requested that 
suppliers share insights for the purposes of this report regarding their pricing decisions. Suppliers 
were given opportunity to provide specific data, general business practices or published reports 
about how supplier rate structures – variable rate structures in particular – respond to market 
conditions.18 Notably, none of the supplier stakeholders responded to this set of questions. Thus, the 
Authority is unable to offer data regarding the extent to which monthly rates would indeed follow 
both upward and downward market trends. However, even if monthly adjustable or variable rates 
contain more risk, it does not necessarily mean they are an inherently bad option for the market. 

III. Conclusion 
In the Authority’s experience, customer and supplier pricing expectations are almost always aligned 
when a contract is initiated. At that time, a specific term, rate and other details can be affirmatively 
agreed upon, akin to a discounted subscription offer. Those expectations can disconnect during 
renewal, at which time contract terms may not be as fresh in customers’ memory, or contract terms 
may be subject to change. For example, a residential customer may be satisfied with a six month 
contract that offers greater savings than the current Standard Service rate. But if that customer fails 
to pay attention to the renewal provision of his original contract, he may be charged more in the 
seventh (and subsequent) month(s) than the Standard Service price then in effect. That kind of 
disconnect led to many of the complaints PURA fielded in 2014 when wholesale energy prices, and 
many variable rate supplier offerings, substantially increased. 

17  The SWG includes Abest Power & Gas, Choice Energy, LLC, North American Power and Gas, LLC, Public Power, LLC, 
Starion Energy, Inc., Town Square Energy, LLC, Verde Energy USA, Inc., Viridian Energy, LLC, and the Retail Energy 
Supply Association. 

18  See, in particular, November 16, 2015 Request for Written Comment, Question Nos. 19 and 20. 
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Current standards and notifications balance obligations between customers and suppliers, but 
eliminate the possibility that a customer's rate will convert to a variable rate product at the end of a 
fixed rate contract term. In the current retail choice marketplace, residential customers: 

 
• Give affirmative consent to obtain generation service from a licensed electric supplier; 
• May or may not experience a third-party verification of their enrollment; 
• Have three days in which they can change their mind without penalty before the enrollment is 

processed; 
• Receive a welcome package containing a contract summary, terms and conditions of their 

generation service contract; 
• Receive official notice by mail, email or another selected option 30-60 days prior to the 

expiration of their initial fixed contract which explains any contract transition, the new rate 
and term of the renewal; and  

• Now see a comparison on each and every electric bill of the current rate they are paying, the 
next rate they will pay and the current Standard Service Rate. 

 
Taken together, these improvements minimize but cannot eliminate the possibility that a customer 
may miss an important decision signal, such as a forthcoming rate or term change.  
 
In summation, the Authority recommends that:  
 

• "Caps" or "rate bands" should not be imposed on supplier rates that take effect at the 
expiration of a fixed rate term. 

 
• Suppliers should not be required to automatically return customers to Standard Service unless 

they can obtain affirmative customer consent at each renewal. 
 

• If the legislature seeks a low-risk market with only flat, long-term rates, then continuing the 
ban on variable rates is the best path forward. Fixed rates offer the least risk for end-users 
and, like fixed rate mortgages, offer comfort in price stability. Long-term, flat-rate structures 
will likely yield narrower price fluctuations, but are unlikely to yield the lowest possible price 
for electricity. Fixed rate contracts also can occasionally work against other state energy policy 
goals, such as conservation and time-of-use rates. Nevertheless, they represent the safest, 
most predictable choice. 

 
• If the legislature seeks a market with dynamic pricing options, continued innovation, and the 

maximum possible savings to customers, then some form of month-to-month rates should be 
considered. Dynamic pricing structures are likely to yield wider price swings but also greater 
product and rate innovation. Like an adjustable rate mortgage, this pricing structure would 
include increased risk for market participants, especially those who do not monitor their 
contracts, market conditions, and notifications. More information and more timely 
notification of rate and term changes are now available to consumers, some of whom might 
be comfortable with a month-to-month product after an initial fixed rate term expires. 
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