
Retail MarketRetail Market

March 26, 2014Andrew S. Hagler, Esq.

Senior Staff Attorney

Maine Public Utilities 

Commission
1



Problems Addressed by Restructuring

• Discrimination against competitors

– Superior information

– Access to facilities– Access to facilities

– Contract favoritism

• Cross-subsidies

– Shifting costs to regulated business 

(distribution)
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Maine’s Response

• Mandatory divestiture of generation assets

• Limitation of marketing of energy supply by • Limitation of marketing of energy supply by 

utilities

• Established Code of Conduct

• All Customers Immediately Eligible
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Asset Divestiture

• Required by Law 

• Sold to highest bidder

• All generation units sold together• All generation units sold together

– Price advantage

– Maine generation assets represented a 

small % of New England market

• Favorable result  
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Limitations on Marketing 

• Limits on marketing “in-region” sales

• No use of electric utility’s name or logo• No use of electric utility’s name or logo

• Little marketing activity by utilities

– Although largest telephone utility markets
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Code of Conduct

• Applies to non-regulated activities of all 

regulated utilities

• Elements include• Elements include

– Separate subsidiary

– Cost manual to govern transactions

– Limitations on investments

– Limits on use of utility information

– Prohibitions against discrimination
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Certification of Competitive Electricity 

Providers

• Financial, technical capability

• Disclosure of prior enforcement actions

• Tax registration

• Annual reporting

• Consumer protection
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Types of Competitive Electricity Providers Subject 
to MPUC Rules

• Aggregator 

– Organizes consumers into purchasing groups

• Broker

– Agent for purchaser;  no ownership interest in electricity

• Marketer/Supplier

– Purchases electricity at wholesale and sells it to consumer at 
retail; takes ownership interest in electricity
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Standard Offer Service

• Service of last resort

• Default service

• Customers who do not choose, or find, suitable • Customers who do not choose, or find, suitable 

competitive supplier

• Provider undertakes obligation to serve

• Customer Classes

– Residential and small non-residential; no demand charge

– Medium non-residential with demand < 500 kW

– Large non-residential 
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Selection of Standard Offer Providers

• Competitive bidding

• Bidders receive aggregated consumer data from 

utility prior to auction

• As a result of the competitive wholesale market, bids 

for Standard Offer are good for one day

• With experience, process has become standardized

• MPUC receives and analyzes bids, and publicly 

approves contract with winning bidder, in a single 

day.
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Competitive Electric Provider Service Offerings

• Sophisticated purchase and hedging instruments 

marketed to industrial and large commercial 

consumers

– Load response, peak Load response, ancillary service

• Simple “competition on price” offers marketed to 

residential and small business
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Marketing to Large 

Business Customers

• consulting• consulting

• strategic planning  
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Marketing to Residential 

customers

• Price

• Price• Price

• Price  
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Business Interactions Between Supplier and 

Utility

• Notification of customer enrollment and cancellation

• Transfer of customer-specific data

• Standard form contracts

• Meter reading

• Consolidated billing

• Market settlements
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Complex 

Interactions

Electronic Business 

Transactions (EBT) 

Standards

Electronic Data 

Exchange (EDI)
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Simple Bill
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Residential Consumer Protections

• No “slamming”

• Annual notice of prescribed Terms of Service

• Right to rescind• Right to rescind

• Waiting period prior to enrollment

• Verification of customer choice

• Minimum service period

• Notice of changes to Terms

• Notice of cancellation of service

• Consumer complaints may be filed with MPUC
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Customer Reaction to Electric Restructuring 

• Industrial market established instantaneously

– Sophisticated consumers

– Robust load and demand data readily available

– Contractual terms to minimize uncollectible risks– Contractual terms to minimize uncollectible risks

• Consumer / small commercial market gradual growth

– High “customer care” costs

– Expensive marketing 

– Billing and meter reading expenses

– Less data regarding usage

– Larger uncollectible risk

– Outside of “comfort zone” of consumers
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Customers Served by Competitive Providers

CMP BHE MPS

Residential/

Small Commercial 194,865 15,450 52Small Commercial 194,865 15,450 52

Medium 5,883 737 53

Large 341 44 8

Total 201,046 16,221 113
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Specialized Retail Products
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Standard Offer in the Marketplace

• Concern that customers would view Standard Offer 

as a “free” hedge, opting in and out with market

– Early opt-out fee (2 times highest monthly bill) ameliorates

– No opt-out fee for residential customers

• Recent growth of competitive residential market may 

be the result of the MPUC’s strategy of smoothing 

Standard Offer rates through load tranching

– “Arbitrage” opportunity

– MPUC is phasing out load tranching; interesting to see what 
happens
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Review – Maine’s Restructuring Law, 1997

1. MPUC licenses competitive suppliers

2. Suppliers sell directly to retail consumers
– Single bill with supply and distribution charges itemized

3. Utility transfers generation assets to structurally separated affiliate3. Utility transfers generation assets to structurally separated affiliate

4. Utility sells output rights from existing Qualified Facility (QF) contracts 
and Maine Yankee nuclear plant

5. Utility divests generation assets

6. “Stranded costs” due to restructuring folded into distribution rates
– Difference of investment in generation assets and market value at divestiture

– Difference in supply contract payment obligations and market value at divestiture

7. Competitive requisition process for Standard Offer (last resort) rates 
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