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Mary Cottrell, Secretary

Department of Telecommunications and Energy

One South Station

Boston, Mass. 02202

RE: DTE 99-60-A, Default service

Dear Secretary Cottrell:

This is the Comment of the Low-Income Energy Affordability Network (LEAN)1 in response to DTE 99-60-A (May 12, 2000).2 It responds to Question 6,opposing the basing of residential default rates on current wholesale spot prices because to do so would, in the virtually total absence of any competitive residential market for electricity, capriciously single out those who happened to have moved recently for a rate increase in excess of 40%.

As the Department’s current policy recognizes (DTE 99-60-A at 3), it is appropriate to use the Standard Offer as a proxy for the residential market when there is no other residential market. As DOER market data (http://www.state.ma.us/doer/pub_info/migrate.htm) reveal, 0.9% -- less than one tenth of one percent -- of Massachusetts residential customers are currently served by competitive electricity suppliers. Thus there is currently no residential electricity market.3
Furthermore, Standard Offer service is likely to remain the exclusive residential electricity service at least until the current supply-shortage-pricing system is changed. The four-hour May 8, 2000, wholesale spot price spike of $6.00 per kWh signals scarcity pricing that presage a wholesale price jump on the order of 40%.4 
We submit that the purpose of the restructuring act was to lower electricity prices for all consumers,5 not to lower prices for some by hiking prices by 40% to the relatively few currently on Default Service.  A Default Service structure that promotes “competition” through significantly higher prices is inconsistent with the Act’s mandate that affordable electric service should be available to all consumers on reasonable terms and conditions.6  These disruptive price movements do not reflect a functioning marketplace. Rather, they have been caused by broad marketplace anomalies and imperfections, and possibly by market manipulation,7and should therefore be shared across the broad base of customers from whom deferrals are collected. For this additional reason, the Department should set default rates equal to Standard Offer prices under current conditions of wholesale spot market imbalance.  

Therefore, we recommend that the Department maintain the default rate equal to the Standard Offer (a) in order to comply with the Restructuring Act’s mandate to reflect the market and (b) in order to maintain rates that are just and reasonable.

Respectfully submitted,
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1 LEAN is a voluntary association of the agencies that constitute the weatherization and fuel assistance network referenced in St. 1997, sec. 37; c. 25, sec. 19. The agencies join in these comments. It should be noted that low-income customers of the agencies who receive the low-income discount are currently protected by the restructuring act from increases in the default rate because they can change to Standard Offer. However, this protection loses its value as Standard Offer prices ascend their scheduled ladder. In any event, Standard Offer service expires. Furthermore, the majority of low-income customers do not currently receive the low-income discount.


2 To the extent leave may be required to file a Comment at this time, it is respectfully requested. The reasons for filing at this time include (a) newly available data that are relevant to this proceeding, (b) a failure to record counsel’s change of address and thus to actually serve counsel with DTE 99-60-A, and (c) counsel’s unavailability due to his deep involvement in the negotiation of consensus energy efficiency filings to be made by each Massachusetts electric utility to both the Department and to the Division of Energy Resources (DOER).


3 It is also true that the current Standard Offer rates are already higher than the first year market’s avferage spot price of 3.1 cents (www.iso-ne.com/economic_and_load_forecasting/monthly_1999.txt). Higher current spot prices appear to reflect scarcity pricing and other results of wholesale gaming behavior.


4 Comparing ISO-New England prices for the first year of its energy market K(www.iso-ne.com/economic_and_load_forecasting/monthly_1999.txt) to recent bid prices obtained by Massachusetts Electric Co. (Exh. PTZ-3 at 5, April 28, 2000 default petition). The average wholesale spot market price of 3.1 cents per kWh jumps to 4.1 cents, substituting seven months of Mass. Electric bid prices.


5 St. 1997, c. 164, sec 1(b).


7  E.g., Peter J. Howe, “Power grid managers urge halting market/Say installed capacity can’t be protected from possible price-fixing,” Boston Globe at C3 (May 5, 2000).





