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Good afternoon. My name is Matt Sommer. I am the President of Shipley Group, the parent company 

of Shipley Energy. I would like to thank the committee for the opportunity to speak with you today 

about the state of natural gas and electricity competition in the Commonwealth . 

The Shipley Companies are a fourth generation family owned enterprise headquartered in York 

Pennsylvania. We are a retail supplier of a diverse mix of energy products in the Mid-Atlantic, including 

heating oil, propane, natural gas, and electricity. We are wholesalers of petroleum products, delivering 

transport loads of gasoline, diesel and heating oil to a variety of retailers and end users. Additionally, 

we provide heating and air conditioning contracting services to commercial and residential customers, 

operate a number of travel centers and convenience stores, are an Arby's franchisee, and produce a 

number of solar powered devices. In total, the organization has approximately 80,000 customers and 

employs over 500 Pennsylvanians. 

Shipley entered the deregulated energy market in 1998 by offering commercial and residential gas 

customers a supply alternative. We now serve gas customers on the systems of Columbia Gas, UGI, and 

PECO. Electricity is a more recent addition to our business. We began serving residential customers two 

years ago and just last fall added a commercial and industrial offering. We serve customers on Met-Ed, 

PPL, and PECO. Through last year our marketing efforts in the natural gas and electricity space were 

limited exclusively to Pennsylvania, but we have now begun serving customers in Maryland and have 

licenses pending in a number of other jurisdictions. 

We have found opportunity in this market but think there is substantial work to be done before we can 

accurately describe the market as either deregulated or competitive . The Office of Consumer Advocate 

publishes shopping statistics monthly and the most recent data available shows that on a state wide 

basis, competitive suppliers supply only 13 % of residential customers. In any normally functioning 

market, if any entity commanded an 87% market share, that market structure would be described as 

monopolistic. The percentage of shopping customers vary greatly from territory to territory, but it is 

interesting to note that in no utility service territory on either the gas or electricity side, are more than 

50% of customers served by competitive suppliers . Without exception the majority of customers are 

served by the provider of last resort. 



I would like to thank the committee for its efforts related to House Bill 57. We are hopeful that the 

Senate will act to pass this important piece of legislation which will simplify the process of switching to 

alternative suppliers by eliminating the migration rider charge and changes an antiquated interest rate 

structure which will better incentivize accurate rate projections and minimize over and under 

collections. In total this will make it easier for consumers to make an "apples to apples" comparison 

between the rates offered by natural gas distribution companies and competitive suppliers. Enacting 

this legislation will be an important step forward for the natural gas market . 

The Public Utility Commission is currently underway with a Retail Market Investigation "RMI" into the 

natural gas market . Shipley is optimistic that this will provide a venue to identify further steps that can 

be taken to enhance competition within the Commonwealth. One area of focus that is particularly 

important to us is that of seamless moves and direct connections. As it stands today, residential 

customers must first initiate service with their utility before they have an opportunity to switch their 

supply to a competitive supplier, typically after their first bill has been received . This two-step process 

creates a hurdle which we believe adversely impacts customers' propensity to switch. It is particularly 

burdensome to Shipley Energy because of the efforts we put in to targeting movers, a critical marketing 

strategy for the heating oil and propane business. If there were not a lag time, we would be able to 

present a more comprehensive, bundled offer of our services. 

The RMI will also look into the ways that capacity is assigned and revenues are shared between 

shopping and non-shopping customers. This review is critical to the proper functioning of the market. A 

level playing field without distortions or subsidies is necessary to ensure fairness for shopping 

customers. Providing retail supply is a small margin business and thus even small inequities can have 

substantial competitive impacts. With the transformation of the wholesale market over the past 

number of years stemming from the advent of bountiful local supply, it is more important than ever to 

validate that there is equal access to this lower cost supply alternative. 

Shipley Energy has participated in a number of Standard Offer Programs in electricity and we would like 

to see a similar initiative be attempted in natural gas. The electricity programs as they are currently 

constituted provide consumers with the opportunity to save 7% versus the default rate . Electric 

Distribution Companies make customers who are initiating service or those with questions about their 

bills and rates and are still on utility service aware of the offering and customers who agree are 

randomly assigned to participating suppliers. More programs such as this should be enacted to 

encourage customers to elect alternative supply. The provider of last resort function should be just that, 

,. 



a last resort and structurally more should be done to encourage the easy transition to other supply 

options. 

This is a partial list of important enhancements that should be considered to improve the market for 

Pennsylvania energy consumers. As important as what should be done, is what should be avoided. 

Proposals that would limit a supplier's ability to recover its costs are problematic to the formation of a 

robust market. Any increase in risk born by suppliers would necessarily end up being born by their 

customers. We should not lose sight of the enormous power consumer choice has in regulating markets 

through their individual purchasing decisions. Over time, the companies that succeed in free and open 

markets are those that provide their customers with the most compelling value propositions. 

Pennsylvania has become a national and global leader in energy production. We should strive to also be 

a leader with respect to our energy market structure and design. I again thank the committee for the 

opportunity to testify before you this morning and welcome any questions you may have. 


