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DECISION
l. INTRODUCTION
A. SUMMARY

In this Decision the Public Utilities Regulatory Authority accepts the Settlement
Agreement executed by and between Palmco Power CT, LLC, the Office of the Attorney
General and the Office of Consumer Counsel. Under the terms of the Settlement
Agreement, Palmco agrees to make a five million dollar payment to the State of
Connecticut in two installments over a period of ten months and further agrees to
relinquish its electric supplier license in Connecticut for a period of five years, from the
April 16, 2015 date on which PURA ordered Palmco to cease and desist door-to-door
marketing in Connecticut, after which time it may seek to again operate as a supplier
in Connecticut. The Attorney General and Consumer Counsel represent that approval
of the Settlement Agreement is in the public interest and fully and adequately resolves
the issues addressed in this proceeding. Additional details of the Settlement are
provided below and a copy of the Settlement Agreement is attached as Appendix A.

B. B ACKGROUND OF THE PROCEEDING

By decision dated June 16, 2010, in Docket No. 10-01-24, Application of Palmco
Power CT, LLC for an Electric Supplier License, the Public Utilities Regulatory Authority
(Authority or PURA) granted Palmco Power CT, LLC (Palmco or Company) an Electric
Supplier License to serve residential, commercial and industrial customers in
Connecticut. Palmco is an electric supplier licensed pursuant to 8 16-245 of the General
Statutes of Connecticut (Conn. Gen. Stat.), and since June 2010 has held an active
license.

By Decision dated February 25, 2015, in Docket No. 10-01-24, and pursuant to
Conn. Gen. Stat. 88 16-2450, 16-9, 16-245r, 42-110b and 16-41, the Authority
reopened Palmco’s licensing docket to investigate complaints regarding the Company’s
marketing and enrollment practices, compliance with record retention requirements and
other terms of its supplier license. Specifically, customers alleged that Palmco refused
to enroll them because their energy consumption did not meet minimum use
requirements. The reopened proceeding was designated Docket No. 10-01-24REO01,
Application of Palmco Power CT, LLC for an Electric Supplier License - Investigation of
Marketing and Enrollment Practices.

Subsequent to establishing the instant docket, the Authority received additional
complaints about Palmco’s door-to-door marketing and sales practices. In an email
dated April 16, 2015, The Connecticut Light and Power Company d/b/a Eversource
Energy (Eversource) notified the Authority that it had received complaints from two
customers alleging deceptive sales tactics by Palmco door-to-door sales agents.

By letter dated April 16, 2015, the Authority directed Palmco to immediately
cease and desist all door-to-door marketing activities until a review of the matter was
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concluded.! In its correspondence, the Authority noted that in addition to the two
aforementioned complaints, twenty-six other customers had contacted PURA regarding
the Company’s door-to-door activities.

C. PARTIES AND INTERVENORS

The Authority recognized the following as Parties to this proceeding: Palmco
Power CT, LLC, 1350 60" Street, Brooklyn, NY 11219; Office of Consumer Counsel,
Ten Franklin Square, New Britain, CT 06051; Office of the Attorney General, Ten
Franklin Square, New Britain, CT; PURA Prosecutorial, Ten Franklin Square, New
Britain, CT 06051; and the Commissioner of the Department of Energy and
Environmental Protection, 79 Elm Street, Hartford, CT 06106.

Intervenor status was granted to: The Connecticut Light and Power Company
d/b/a Eversource Energy, 107 Selden Street, Berlin, CT 06037 and The United
llluminating Company, P.O. Box 1564, New Haven, CT 06506.

D. CONDUCT OF THE PROCEEDING

By letter dated April 22, 2015,2 Palmco requested that the Authority designate
Prosecutorial staff for the sole purpose of assisting the parties in their efforts to reach a
settlement.3 By correspondence dated April 28, 2015, the Authority assigned
Prosecutorial staff.

By joint motion dated February 17, 2017, and identified as Motion No. 33, the
Office of the Attorney General (AG) and the Office of Consumer Counsel (OCC)
submitted a proposed settlement for the Authority’s review. By letter dated March 8,
2017, the Authority denied the joint motion.

By letter dated March 28, 2017, and identified as Motion No. 34, Prosecutorial
requested that the Authority reconsider the proposed joint settlement. Pursuant to a
Notice of Oral Arguments dated April 3, 2017, the Authority conducted oral arguments
on April 17, 2017 regarding Prosecutorial’s request.

. PROPOSED SETTLEMENT

By letter dated December 27, 2016,4 Palmco requested that the Authority
suspend the proceeding until January 17, 2017, for the purpose of achieving a mutually
acceptable resolution of the issues and claims against the Company. By letter dated
December 29, 2016, the Authority granted the Company’s motion, and established a
deadline of January 10, 2017. By subsequent motions dated January 10, January 20,
and February 7, 2017,5 the AG requested extensions to allow time to prepare

See April 16, 2015 correspondence, PURA Cease and Desist Order.

Designated as Motion No. 1.

Pursuant to Conn. Gen. Stat. 88§ 16-2(f) and 16-19jj and Conn. Agencies Regs. 816-2-18(c).
Designated as Motion No. 29.

Designated as Motion Nos. 30, 31 and 32, respectively.

a b W N P
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documents memorializing a settlement that would resolve all of the outstanding issues
in this matter.

By joint motion dated February 17, 2017,5 the AG and OCC submitted for the
Authority’s review and approval a settlement agreement with Palmco (Settlement).
Palmco and Prosecutorial Staff supported the joint motion and the Settlement. Both the
AG and OCC represented that approval of the Settlement was in the public interest and
would fully and adequately resolve the matter.

The Settlement includes the following:

e Payments: Palmco shall pay the sum of five million dollars ($5,000,000.00) in two
separate payments.

e Voluntary Relinquishment of Electric Supplier License: Palmco will voluntarily
relinquish its Electric Supplier License approved by the Authority in Docket No.
10-01-24 on June 16, 2010, and if not already effected, take all steps necessary
to transfer all of its remaining Connecticut customers to their respective electric
distribution company’s standard service within thirty days of the settlement.
Palmco may reapply for approval from the Authority for a license to operate as an
Electric Supplier in Connecticut, but such approval shall not become effective
until the latter of (1) April 16, 2020 or (2) three years following the return of
Palmco’s last Connecticut customer to that customer’s utility standard service. In
the event that Palmco elects to apply for its supplier license, the Company must
demonstrate to the satisfaction of the Authority that it has taken remedial steps to
address and eliminate the practices outlined in the Second Settlement as well as
any other conditions PURA deems appropriate.

¢ Release of Claims: The AG and the OCC, individually and, respectively, withdraw
and release all claims against Palmco and its directors, officers, employees,
parent companies, affiliates, successors and assigns arising out of or relating to
any matter referred to or described in the subject proceeding.

By letter dated March 8, 2017, the Authority denied the joint motion, determining
that dispositive conclusions and findings were called for based on the record evidence.

By motion dated March 28, 2017,7 Prosecutorial requested that the Authority
reconsider its ruling regarding the second proposed settlement and conduct a Technical
Meeting to discuss that settlement. By Notice of Oral Argument dated April 3, 2017, the
Authority scheduled Oral Arguments on April 17, 2017 regarding Prosecutorial’'s
request. By Notice of Rescheduled Oral Arguments dated April 4, 2017, the Authority
rescheduled Oral Arguments to May 1, 2017, at which time they were held. By letter
dated June 2, 2017, the Authority granted Prosecutorial’s motion requesting that the
Authority reconsider the proposed settlement but denied that portion of the motion
requesting a Technical Meeting stating that the May 1st Oral Arguments eliminated the
need for said meeting.

6 Designated as Motion No. 33.
7 Designated as Motion No. 34.
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II. AUTHORITY ANALYSIS OF THE SETTLEMENT

The Authority has reconsidered its March 8, 2017 motion denial and hereby
accepts the Settlement. In accepting the Settlement, the Authority notes that such
settlements are encouraged by Conn. Gen. Stat. § 16-19jj.8 The Authority makes the
following findings and conclusions in support of approving this Settlement. Firstly, the
Authority finds that the Office of the Attorney General - as representative of the State of
Connecticut, and the Office of Consumer Counsel - as the statutorily designated
ratepayer advocate, endorse the proposed Settlement.® Secondly, the Authority finds
value in settling this matter, after taking into account the considerable amount of time
and resources that the Authority and parties have expended and would likely expend
going forward if this matter is not settled. Thirdly, in addition to the five million dollar
payment to the State of Connecticut, the Authority finds value in the Settlement
acknowledgement of non-specific monetary terms including license suspension, forgone
interim and future revenues as well Palmco’s remedial efforts. Fourthly, the Authority
finds that individuals’ rights to seek restitution are unaffected by Settlement acceptance.
The Authority also notes that acceptance of the Settlement eliminates protracted
litigation risk and offers finality and certainty. Based on the foregoing findings, the
Authority concludes as a matter of law that this Settlement is just and reasonable and in
the public interest and, therefore, approves this Settlement.

The Settlement requires that Palmco send a letter by first class mail informing
each customer that they are being transferred to their utility’s standard service. In a
February 23, 2017 filing related to the Settlement, Palmco filed a copy of a proposed
customer settlement notification letter to the Authority for review and approval. The
proposed notice states:

This letter is to inform you that effective on or about your next meter read date, PALMco
Power CT, LLC (“PALMco”) will no longer provide your retail electricity supply service and
you will be transferred to your utility’s standard service. This transfer will not cause you to
lose power. Instead of receiving your generation supply from PALMco, you will be
receiving it from your utility. You are not required to take any action and this transfer will
occur automatically on or about your next meter read date. Once transferred, you have
the option to select another supplier or continue to receive full utility service from [utility
name]. You may shop for a retail electricity supplier any time at
http://www.energizect.com/suppliers.

If you recently received a renewal notice, please disregard it. Please call our customer
service at 877-726-5862 if you have any questions or concerns about this change in
service.

8 Conn. Gen. Stat. § 16-19jj provides: “The Public Utilities Regulatory Authority shall, whenever it deems
appropriate, encourage the use of proposed settlements produced by alternative dispute resolution
mechanisms to resolve contested cases and proceedings.”

9 The OCC, Attorney General, and Palmco in the Settlement acknowledge "competing and disputed
claims with regard to the various issues" related to this proceeding." Those same parties also state
that they "wish to resolve those issues on mutually agreeable terms, and without establishing any
precedent or principles applicable to any other proceedings."” The parties also acknowledge that Conn.
Gen. Stat. § 16-19jj encourages the use of settlements to resolve contested cases and proceedings.
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The Authority approves the letter, provided that it is modified to include the
following at the end of the text: “You may also contact the Connecticut Public Utilities
Regulatory Authority at 1-800-382-4586 for more information.”

V. CONCLUSION AND ORDERS
A. CONCLUSION

The Public Utilities Regulatory Authority accepts the Settlement Agreement dated
February 17, 2017, executed by and between Palmco Power CT, LLC, the Office of the
Attorney General and the Office of Consumer Counsel. Under the terms of the
Settlement Agreement, Palmco agrees to make a five million dollar payment to the
State of Connecticut in two installments over a period of ten months and further agrees
to voluntarily relinquish its electric supplier license in Connecticut for a period of five
years, from April 16, 2015, the date on which PURA ordered Palmco to cease and
desist door-to-door marketing in Connecticut, for a net period of three years, after which
time it may seek to operate as a supplier in Connecticut. The Office of the Attorney
General and the Office of Consumer Counsel represent that approval of the
Settlement Agreement is in the public interest and fully and adequately resolves the
issues addressed in this proceeding. The effective date of the Settlement (Effective
Date) shall be thirty (30) days after the date of this Decision.

B. ORDERS

For the following Orders, the Company shall submit one original of the required
documentation to the Executive Secretary, 10 Franklin Square, New Britain,
Connecticut 06051 and file an electronic version through the Authority’s website at
www.ct.gov/pura. Submissions filed in compliance with the Authority’s Orders must be
identified by all three of the following: Docket Number, Title and Order Number.
Compliance with orders shall commence and continue as indicated in each specific
Order or until the Company requests and the Authority approves that the Company’s
compliance is no longer required after a certain date.

1. Pursuant to the Settlement, Palmco shall make the first payment of three million
dollars ($3,000,000.00) to the State of Connecticut and provide proof of such to
the Public Utilities Regulatory Authority, within thirty days of the Effective Date.
The payment shall be in the form of a wire transfer, cashier's check or bank
check payable to “Treasurer, State of Connecticut.”

2. Pursuant to the Settlement, by the later of January 2, 2018, or within three
hundred (300) days of the Effective Date, Palmco will make the second payment
of two million dollars ($2,000,000.00) to the State of Connecticut and provide
concurrent proof of such to the Public Utilities Regulatory Authority. The payment
shall be in the form of a wire transfer, cashier’s check or bank check payable to
“Treasurer, State of Connecticut.”

3. Pursuant to the Settlement, within thirty days of the Effective Date Palmco will
voluntarily relinquish the electric supplier license that was approved pursuant to
the June 16, 2010 Decision in Docket No. 10-01-24.
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4, Pursuant to the Settlement, Palmco shall send a letter by first class mail within
thirty days of the Effective Date, informing each of its Connecticut customers that
they are being transferred to their utility’'s standard service as discussed in
Section Il, herein.

5. Pursuant to the Settlement, Palmco shall take all steps necessary to transfer all
of its remaining Connecticut customers to their respective electric distribution
company’s standard service generation supply within thirty days of the Effective
Date.

6. Pursuant to the Settlement, Palmco may apply for approval from the Authority for
a license to operate as an electric supplier in Connecticut but such approval shall
not become effective until the later of (1) April 16, 2020; or (2) three years
following the return of Palmco’s last Connecticut customer to that customer’'s
utility standard service generation supply.
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This Decision is adopted by the following Commissioners:

Michael A. Caron
John W. Betkoski, Ill

Katherine S. Dykes

CERTIFICATE OF SERVICE

The foregoing is a true and correct copy of the Decision issued by the Public
Utilities Regulatory Authority, State of Connecticut, and was forwarded by Certified Mall
to all parties of record in this proceeding on the date indicated.

August 16, 2017

Jeffrey R. Gaudiosi, Esq. Date
Executive Secretary
Public Utilities Regulatory Authority
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STATE OF CONNECTICUT
PUBLIC UTILITIES REGULATORY AUTHORITY

APPLICATION OF PALMCO POWER : DOCKET NO. 10-01-24RE01
CT, LLCFOR AN ELECTRIC :

SUPPLIER LICENSE — INVESTIGATION :

OF MARKETING AND ENROLLMENT

PRACTICES : February 17, 2017

~ JOINT MOTION TO APPROVE SETTLEMENT

George Jepsen, Attorney General for the State of Connecticut (“Attorney General™) and
Elin Swanson Katz, Consumer Counsel, request that the Public Utilities Regulatory Authority
("PURA" or "Authority") approve the attached settlement agreement with Palmco Power CT,
LLC ("Palmco” or the “Company”) in a final decision to resolve this proceeding. Palmco and
Prosecutorial support this joint motion and the settlement agreement.

In the settlement agreement, Palmco agrees to make a $5 million voluntary donation and
contribution to the State of Connecticut in two installments over a period of 10 months and
further agrees to voluntarily relinquish its electric supplier license in Connecticut for a period of
five years from April 15, 2015, when PURA ordered Palmco to cease and desist door-to-door
marketing in Connecticut, for a net period of three years, after which time it may seek PURA
authority to operate in Connecﬁcut. The Aﬁomey General and Consumer Counsel represent that
approval of the settlement agreement is in the public interest and fully and adequately resolves

this matter.



By:

Respectfully submitted,

GEORGE JEPSEN
ATTORNEY GENERAL

7/,%%?2/;,/ Wi ——
Michael C. Wertheimer

John S. Wright

Assistant Attorneys General

Attorney General’s Office

10 Franklin Square

New Britain, CT 06051

Tel: 860-827-2620

Fax: 860-827-2893

ELIN SWANSON KATZ

CONSUMER COUNSEL
/_'\ ) '( \c—d/ 3
By~ | = «:21 WA
.. Lauren H. Bid

\—Vjctoria P. Hackett

Service is hereby

certified to all parties and
intervenors on this agency’s
service list for this proceeding.

e

Michael C. Wertheimer
Assistant Attorney General

L
ra \

Staff Attorneys

Office of Consumer Counsel
10 Franklin Square

New Britain, CT 06051

Tel: (860) 827-2906

Fax: (860) 827-2929
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STATE OF CONNECTICUT
PUBLIC UTILITIES REGULATORY AUTHORITY
APPLICATION OF PALMCO POWER DOCKET NO. 10-01-24REO1
CT, LLC FOR AN ELECTRIC :
SUPPLIER LICENSE - INVESTIGAT ION

OF MARKETING AND ENROLLMENT
PRACTICES : February 15,2017

SETTLEMENT AGREEMENT

WHEREAS, this Settlement Agreement is entered into by and between Palmco
Power CT, LLC ("Palmco" or the “Company”), George Jepsen, Attorney General for the
State of Connecticut (“Attorney General”), and Elin Swanson Katz, Consumer Counsel,
on behalf of the State of Connecticut, Office of Consumer Counsel (“OCC”)
(collectively, the “Settling Parties™), in connection with the above-captioned matter
pending before the Public Utilities Regulatory Authority ("PURA" or “Authority”);

WHEREAS, on February 25, 2015, the Authority opened this proceeding after
receiving certain customer cgmplaints against Palmco. See February 25, 2015 Final
Decision, Docket No. 10-01-24RE01, Application of Palmco Power CT for and Electric
Supplier License - Reopening. On April 16, 2015, the Authority issued a cease and desist
order prohibiting Palmco "from conducting any door-to-door marketing until approved to
do so by the Authority." Docket No. 10-01-24RE01, Cease and Desist Order, 4.

WHEREAS, the parties engaged in discovery and the Authority conducted
hearings in this matter in July 2015 and in February, March, May and August 2016. On
August 29 and September 12, 2016, the parties filed their briefs in this matter. In those
briefs, the Attorney General and the OCC (jointly referred to herein as "the State")

described conduct that they allege violated state law, state regulations, Authority

AM 65646442.1



decisions or was otherwise deceptive and unfair practices within the meaning of Section
42-110j et seq. of the Connecticut General Statutes;

WHEREAS, the Settling Parties have raised competing and disputed claims with
regard to the various issues related to the Authority's investigation, but wish to resolve
those issues on mutually agreeable terms, and without establishing any precedent or
principles applicable to any other proceedings; and

WHEREAS, it is the policy of the Authority, consistent with Conn. Gen. Stat.
§16-19jj, to encourage the use of settlements to resolve contested cases and proceedings.

NOW THEREFORE, in consideration of the exchange of promises and covenants
herein contained, the legal sufficiency of which is hereby acknowledged, the Settling

Parties agree, subject to approval by the Authority, as follows:

STIPULATED FACTS

For purposes of this Settlement, the Settling Parties agree as follows:

1. Palmco is a limited liability corporation organized and existing under the laws of
Connecticut, with its principal place of business located at 8751 18th Avenue, Brooklyn,
NY 11214,

.3 At all times relqvant to this Settlement, Palmco was engaged in the trade or
commerce of providing, as an Electric Supplier, as defined in Cprmccti cut General
Statutes § 16-1, licensed by the PURA, residential electric generation services (the
“Services”) to Connecticut consumers.

3. Palmco began marketing electric generation supply services in Connecticut in

January 2011.

AM 65646442.1



4, Between January, 2011 and April, 2015, Palmco served a total of 50,424
customers in Connecticut. As of the date of this Settlement Agreement, Palmco serves
less than 1,000 customers.

5. At all times relevant to this Settlement, Robert Palmese was Palmco's President
and Managing Member, In that capacity, Robert Palmese was ultimately responsible for

Palmco's operations in Connecticut.

STATIL’S POSITION
The State contends as follows:

Preliminary Statement

6. From January, 2011 to October, 2015, Palmco systematically and repeatedly
deceived and misled consumers in the State of Connecticut in violation of Connecticut
law. Palmco's impropetly trained sales force used deceptive, misleading and coercive
sales tactics to market its products in Connecticut, including providing false and

mislead ing information concerning the pricing of the Company's rates. Palmco then
transitioned its customers to a variable rate product, which was generally the highest rate
charged in the State. At the same time, Palmco's compliance operation failed to oversee
and discipline its sales force, which allowed the abusive behavior to continue. Moreover,
this Agreement follows regulatory and legal actions in New York and New Jersey
resolving allegations of substantially similar conduct by Palmco affiliates in those states.

Palmco's Contracts Were Deceptive and Misleading

7. Palmco's retail electric supplier contracts inaccurately and deceptively described
how the customet's variable rate prices were determined. Conn. Gen. Stat § 16-

2450(f)(2) provides that:

AM 65646442, 1



[e]ach contract for electric generation services shall contain all material
terms of the agreement, a clear and conspicuous statement explaining the
rates that a customer will be paying, including the circumstances under
which the rates may change, a statement that provides the specific
directions to the customer as to how to compare the price term in the
contract to the customer's existing electric generation service charge on
the electric bill and how long those rates are guaranteed.

(Emphasis added). Palmco's retail electric supply agreement provided that the customer's
variable rate would be determined as follows:
[b]eginning in the fourth billing cycle [after the conclusion of the introductory
rate] and thereafter, you will be placed on a Variable Monthly Rate Plan and pay
Palmco a price for electric generation supply service that may vary from month to
month, based on a zonal locational marginal price ("LLMP") determined on a day
ahead or real time basis, any supply and agency functions that Palmco performs
for you, line loss, compliance costs, certain transmission, capacity, ancillary, and
administrative costs incurred by Palmco, and other prevailing market conditions.
You will be billed and pay Palmco for electric generation supply service based on
meter readings and consumption information that Palmco receives from your
utility ("Billing Quantity") . ... Palmco will have the option to adjust the billing
quantity for fuel and line losses retained by your utility or any interstate
transporters from the Purchased Quantities.'
The contract further provided that, "the sales points for electricity will be at one or more
points on the ISO-NE administered transmission system located outside the municipality .
In December, 2015, Palmco transferred its variable rate customers to fixed-rate
contracts. Prior to that time, Palmco did not determine the price of its variable rates as
described in its contract. Palmco's variable rates bore no relation to ISO New England
wholesale prices or zonal LMPs. In fact, for the sample period April 2013 through

December 2015, Palmco's weighted average price correlated inversely with ISO New

England's published day ahead LMPs.> Palmco never changed its rates to reflect the line

' SE-14A
2 August 29, 2016 AG Brief, Exhibit A.
. -4-
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loss adjustments, fuel losses, transmission costs or any of the other variables identified.’
Instead, Palmco admitted that it set its variable rates at:

the price the market generally would bear at a particular point in time,

regardless whether such price would result in a short-term profit of a loss,

and has no relation to a standard offer rate of a utility, which is a regulated

rate. Further, there was no algorithm or formula used because Palmco's

rates were determined by what the market would bear at a particular point

in time with consideration of Palmco's costs, among other things, during

the relevant period, and was not a formula-based rate that was determined

by cost inputs, as a regulated rate would be.!

As a result, Palmco's Connecticut customers generally paid: (1) the highest rates
charged by any supplier in Connecticut;’ (2) rates 40 percent higher than the next highest
supplier in Connecticut;® (3) rates nearly triple the standard service rate offered by the
utilities;’ and (4) for an average 750 kWh user, bills more than $100 per month higher
than a standard service customer.® As a result, Palmco's customers paid rates that were
more than $10 million higher than if those customers had received standard service for
the thirty-three (33) months ending December 201 5.2 As Palmco has served Connecticut
customers for more than 72 months, the cumulative harm suffered by Palmco customers
was far higher than $10 million. Palmco's pricing mechanism was deceptive, misleading,

inconsistent with the representations in the customer contract and nowhere explained in a

"clear and conspicuous" manner as required by Conn. Gen. Stat § 16-2450(f)(2).

3 Late Filed Exhibit 23, 24; December 22, 2015 Tr. 603-609.
4 AG-12.
3 Tr. 966.
S Tr, 967-68.
" Tr., 958.
$Tr., 961.
* AG-8.
-5-
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Palmco's Door to Door Marketing and Sales Practices Were Deceptive and Misleading

8. Prior to the April 16, 2015 cease and desist order, Palmco enrolled approximately
30,000 customers through door-to-door marketing. The record in this proceeding reveals
a clear and consistent pattern of abusive and deceptive sales tactics that violate
Connecticut law. The evidence in this proceeding demonstrates that Palmco door-to-door
sales agents:

e switched Connecticut consumers to Palmco without authorization, sometimes
forging customer signatures; 10

e impersonated utility employees or failed to inform Connecticut consumers that the
agents were not affiliated with the local electric distribution company,

e guaranteed savings for customers, when in fact l’almco s variable rate product was
generally among the highest rates in Connecti cut;'

o marketed the Palmco generation rate as "more competitive" than standard service
rates when in fact Palmco rates were not competitive but substantially higher than
standard service rates;" and

o failed to explain that Palmco s rates became variable after a limited two or three
month fixed rate period."*

Palmco also allowed door-to-door sales agents who were suspended for marketing and
sales-related misconduct in other states to market in Connecticut during those

SN T
suspensions.

Palmeco's door-to-door marketing and sales practices violated Conn. Gen. Stat. §§

16-2450(h)(2)(A),'® 16-2450(h)(2)(B),"7 16-2450(h)(4)"® and 16-2450(£)(2). "

' AG-1; OCC-13.
' AG-1.
2 AG-1.
P AG-1.
" AG-1.
'* AG-1.
16 Conn. Gen, Stat. § 16-2450(h)(2)(A) provides:
[flor any sale or solicitation, including from any person representing such electric supplier, aggregator or
agent of an electric supplier or aggregator (i) identify the person and the electric generation services
company or companies the person represents; (ii) provide a statement that the person does not represent an
electric distribution company; (iii) explain the purpose of the solicitation; and (iv) explain all rates, fees,
variable charges and terms and conditions for the services provided.
7 Conn. Gen. Stat. § 16-2450(h)(2)(B) provides:

6-
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Palmco's Telephone Sales and Practices Were Deceptive and Misleading

9. Palmco voluntarily ceased telephone sales in September, 2015. Prior to that time,
Palmco enrolled about 17,500 customers from its telemarketing efforts.® Transcripts of

the telemarketing calls reveal a clear and consistent pattern of abusive and deceptive sales

[flor door-to-door sales to customers with a maximum demand of one hundred kilowatts, which shall
include the sale of electric generation services in which the electric supplicr, aggregator or agent of an
electric supplier or aggregator solicits the sale and receives the customer’s agreement or offer to purchase
at a place other than the seller’s place of business, be conducted (i) in accordance with any municipal and
local ordinances regarding door-to-door solicitations, (ii) between the hours of ten o’clock a.m. and six
o’clock p.m. unless the customer schedules an earlier or later appointment, and (iii) with both English and
Spanish written materials available. Any representative of an electric supplier, aggregator or agent of an
electric supplier or aggregator shall prominently display or wear a photo identification badge stating the
name of such person’s employer or the electric supplier the person represents and shall not wear apparel,
carry equipment or distribute materials that includes the logo or emblem of an electric distribution company
or contains any language suggesting a relationship that does not exist with an electric distribution company,
governmem agency or other supplier. '

% Conn. Gen. Stat. § 16-2450(h)(4):

[n]o entity, including an aggregator or agent of an electric supplier or aggregator, who sells or offers for
sale any electric gencration services for or on behalf of an electric supplier, shall engage in any deceptive
acts or practices in the marketing, sale or solicitation of electric generation services.

' Conn. Gen. Stat. § 16-2450(H)(2):

[n]o electric supplier shall provide electric generation services unless the customer has signed a service
contract or consents to such services by one of the following: (A) An independent third-party telephone
verification; (B) receipt of a written confirmation received in the mail from the customer after the customer
has received an information package confirming any telephone agreement; (C) the customer signs a
contract that conforms with the provisions of this section; or (D) the customer’s consent is obtained through
electronic means, including, but not limited to, a computer transaction, Each electric supplier shall provide
each customer with a demand of less than one hundred kilowatts, a written contract that conforms with the
provisions of this section and maintain records of such signed service contract or consent to service for a
period of not less than two years from the date of expiration of such contract, which records shall be
provided to the authority or the customer upon request. Each contract for electric generation services shall
contain all material terms of the agreement, a clear and conspicuous statement explaining the rates that such
customer will be paying, including the circumstances under which the rates may change, a statement that
provides specific directions to the customer as to how to compare the price term in the contract to the
customer’s existing electric generation service charge on the clectric bill and how long those rates are
guaranteed. Such contract shall also include a clear and conspicuous statement providing the customer’s
right to cancel such contract not later than three days after signature or receipt in accordance with the
provisions of this subsection, describing under what circumstances, if any, the supplier may terminate the
contract and describing any penalty for early termination of such contract. Bach contract shall be signed by
the customer, or otherwise agreed to in accordance with the provisions of this subsection. A customer who
has a maximum demand of five hundred kilowatts or less shall, until midnight of the third business day
after the latter of the day on which the customer enters into a service agreement or the day on which the
customer receives the written contract from the electric supplier as provided in this section, have the right
to cancel a contract for electric generation services entered into with an electric supplier.
20 gpecifically, telemarketing made up 37% of its sales in 2012, 18% of its sales in 2013, 43% of its sales
in 2014, 40% of its sales from January to April of 2015 and nearly 90% of its sales from May to September
2015 after PURA ordered the Company to cease door-to-door marketing operations. Tr. 228, 270, 941-
942; OCC-19.
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tactics that violate Connecticut law. The evidence in this proceeding demonstrates that
Palmco telemarketing sales agents:

e Advised customers that the telesales marketing agent was calling on behalf of the
"State of Conncctlcut" or that Palmco was otherwise affiliated or endorsed by the
State of Connecticut;?!

e Advised customers that if they were not receiving "government as<;15tance for
their electric bills that they "qualified" for a program with cheaper rates;’

e Consistently failed to inform the customer of the actual rate Palmco would charge
the cuslomel‘;23

e Misled customers as to how Palmco would determine its "competitive" variable
price; !

e Misled customers by claiming their rate would be "price protected" or that a
customer does not "have to worry about any of your increases" when in fact
Palmco's variable rate product was often double or even triple the utility standard
service price to compare;’

e Misled customers by claiming the standard service rate was a variable rate;>*

e [alsely claimed that the utility standard service rate price to compare was much
higher than it was;”’

e Guaranteed savings for customers, when in fact Palmco s variable rate product
was generally among the highest rates in Connecticut;**

e Marketed the Palmco generation rate as "more competitive" than standard service
rates when in fact Palmco rates were not competitive but substantially higher than
standard service rates;>’

o [ aik;gi to disclose the utility standard service rate as required under Connecticut
law.

Palmco's telemarketing sales violated Conn. Gen. Stat. §§ 16-2450(h)(2)(A), 16-

2450(h)(3),>! 16-2450(h)(4) and 16-245(1)(2).

T AG-2A.

2 AG-2A.

3 AG-2B.

2 AG-2A, 2B
3 AG-2A.

% AG-2A.

T AG-2A.

B AG-2A.

¥ AG-2A.

30 AG-2A.

dl Conn. Gen. Stat. § 16-2450(h)(3) provides:

[n]o electric supplier, aggregator or agent of an electric supplier or aggregator shall (A) advertise or
disclose the price of electricity to mislead a reasonable person into believing that the electric generation
services portion of the bill will be the total bill amount for the delivery of electricity to the customer’s
location, or (B) make any statement, oral or written, suggesting a prospective customer is required to

-8-
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Customer Complaints

10.  Palmco did not maintain customer complaint records as mandated by PURA
Order No. 6 in Docket No. 10-01-24 and by Conn. Agencies Regs. § 16-245-2(g). In
Docket No. 10-01-24, PURA ordered that:
Palmco shall maintain its customer complaint records to indicate: (1) the date of
the complaint; (2) the name and address of the complainant; (3) the address or
location of the complaint; (4) a description of the complaint; and (5) a description
of the resolution of the complaint.
Conn. Agencies Regs. § 16-245-2(g) requires that an clectric supplier shall, among other
things, "[m]aintain all records of customer complaints for a minimum of three (3) years
from the date of complaint." Palmco did not maintain customer complaints as required
by PURA order or Connecticut regulations. Palmco retained only complaints from
government agencies including PURA, the OCC, or the Attorney General, and from

consumer groups such as the Better Business Bureau. Palmco did not maintain

complaints received directly from its customers.
Sales Agent Training
11.  Palmco did not directly train any of the 805 sales agents who marketed or sold
Palmco generation services in Connecticut from 2013to October, 2015 in violation of
Conn. Gen. Stat. § 16-2450(h)(1). Conn. Gen. Stat. § 16-2450(h)(1) provides:
[a]ny third-party agent who contracts with or is otherwise compensated by an
electric supplier to sell electric generation services shall be a legal agent of the

electric_supplier. No third-party agent may secll electric generation scrvices on
behalf of an electric supplier unless (A) the third-party agent is an employee or

choose a supplier. When advertising or disclosing the price for electricity, the electric supplier, aggregator
or agent of an electric supplier or aggregator shall (i) disclose the electric distribution company’s current
charges, including the competitive transition assessment and the systems benefits charge, for that customer
class, and (ii) indicate, using at least a ten-point font size, in a conspicuous part of any advertisement or
disclosure that includes an advertised price, (I) the expiration of such advertised price, and (II) any fixed or
recurring charge, including, but not limited to, any minimum monthly charge.
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independent contractor of such electric supplier, and (B) the third-party agent has
received appropriate training directly from such electric supplier.

(Emphasis added). Palmco contracted with third-party marketing firms to provide 805
agents to market and sell its electric generation supply services in Connecticut, Palmco
offered "webinar," not in person, training to supervisors and trainers at these third-party
marketing firms and left the training of its sales agents to those or other supervisors and
trainers.

The State contends that Palmco’s acts and practices, as sct forth herein, constitute
violations of Connecticut laws, regulations, Authority orders and the Connecticut Unfair

Trade Practices Act (“CUTPA™).

PALMCO’S POSITION
12.  Palmco neither admits nor denies that its acts and practices, as set forth herein,
constitute violations of state law, regulation, PURA orders or CUTPA.
ASSURANCES

13.  Palmco assures that the practices described in paragraphs six through eleven
above have been discontinued.
14.  Palmco assures that in 2016, it made various improvements, including hiring
several individuals with significant retail electric experience for upper-management
positions.
15. Palmco assures that, it has committed to undertake a third-party compliance audit
to identify improvements to its training, compliance, and marketing functions.

GENERAL PROVISIONS
16.  Nothing contained in this Settlement Agreement may be taken as, or construed to
be, an express or implied admission or confession of any violation of law, or any other

matter of fact or law, of any liability or wrongdoing of any kind.
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Except as otherwise specified herein, this Settlement Agreement shall apply to
Palmco, including any subsidiary, division, affiliate, thereof: (a) whose day-to-day
operations are controlled by Palmco or Palmco affiliate, or (b) through which Palmco
may now or hereafter act, as well as any successors in interest.

REPRESENTATIONS AND WARRANTIES
17.  Palmco states that it is represented by legal counsel, and that it is fully advised of

its legal rights in this matter.

Palmco states that the person signing below on behalf of Palmco is fully
authorized to act on its behalf and legally bind the company to perform all the obligations

set forth herein.

PAYMENTS

18,  The effective date of this Settlement Agreement shall be thirty (30) days after the
Settlement is approved by the PURA in a final decision (“Effective Date”).

Palmco shall pay the sum of FIVE MILLION 00/100 DOLLARS ($5,000,000)
representing a voluntary donation and contribution to the State of Connecticut, in two
separate payments as follows. Within thirty (30) days of the Effective Date, Palmco will
pay the sum of THREE MILLION 00/100 DOLLARS ($3,000,0000). By the later of
January 2, 2018 or within three hundred (300) days of the Effective Date, Palmco will
pay an additional TWO MILLION 00/100 DOLLARS ($2,000,000). The payments shall
be in the form of a wire transfer, cashier’s or bank check payable to “Treasurer, State of

Connecticut.”

VOLUNTARY RELINQUISHMENT OF ELECTRIC SUPPLIER
LICENSE

19.  Palmco will voluntarily relinquish the Electric Supplier License approved by the

Department of Public Utility Control in Docket No. 10-01-24 on June 16, 2010, and if not
-11-
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already effected, take all steps necessary to transfer all of its remaining Connecticut
customers to their respective electric distribution company's standard service, within
thirty (30) days of the Effective Date. Palmco shall send a letter by first class mail
informing each customer that they are being transferred to their utility's standard service.
Palmco shall file a copy of this letter for PURA review and approval within fifteen (15)
days of the date of this Settlement Agreement. Palmco may apply for approval from the
Authority for a license to operate as an Electric Supplier in Connecticut, but such
approval shall not become effective until the later of: (1) April 16, 2020; or (2) three
years following the return of Palmco's last Connecticut customer to that customer's utility
standard service. In the event Palmco elects to apply for a license to operate as an
Electric Supplier in Connecticut, Palmco must demonstrate to the satisfaction of the
Authority that it has taken remedial steps to address and eliminate the practices described
in Paragraphs six through eleven above, as well as any other conditions the Authority
deems appropriate to demonstrate that Palmco meets the technical, financial and
managerial capability to operate as an Electric Supplier in Connecticut. Palmco shall
demonstrate that its conduct, practices and procedures in the other jurisdictions in which
it operates after the Effective Date support any application for an Electric Supplier
license in Connecticut, Palmco shall file any application to operate as an electric supplier
in Connecticut in a re-opener of Docket No. 10-01-24 and shall serve copies of that
application on the Attorney General and the OCC. The Attorney General and the OCC
reserve the right to oppose any such future application. The PURA may approve, reject
or condition any future application in any manner it deems appropriate.

20.
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RELEASE OF CLAIMS

20.  The Attorney General and the OCC, individually and, respectively, withdraw and
release all claims against Palmco and its directors, officers, employees, parent companies,
affiliates, successors and assigns arising out of or relating to any matter referred to or
described in Docket No. 10-01-24RE01. Palmco will not assert and does release any
claims against the State, the Attorney General or the OCC arising out of or relating to any
matter referred to or described in Docket No. 10-01-24REQ1. The Settling Parties agree
to file a joint motion to have the Authority accept the Settlement Agreement as a full
resolution of Docket No. 10-01-24RE01. With this voluntary donation and contribution
specified in Paragraph 18 of the Settlement Agreement, together with the stipulations and
commitments provided in Paragraph 19, the Attorney General and the OCC consider this

matter resolved.

AUTHORITY APPROVALS AND OTHER CONDITIONS

21.  The provisions of this Settlement Agreement are not severable. This Settlement
Agreement is conditioned on its full approval by the Authority without additional
conditions or requirements. The Settling Partics agree that, if the Authority does not
approve this Settlement Agreement in its entirety, any party may, but is not required to,
revoke its acceptance of the Settlement Agreement. In the event any party invokes its
right to revoke the Settlement Agreement pursuant to this subsection, this filing shall be
deemed to be withdrawn, the releases of claims referred to in Paragraph 20 shall be
deemed rescinded, and the Settlement Agreement shall not constitute a part of the record

in any proceeding or used for any other purpose.
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23_. This Settlement Agreement shall not be deemed in any respect to constitute an
admission by any party that any allegation or contention in this proceeding is true or
f: alse;. The entry of an order by the Aulhorilty approving the Settlement Agreement shall
not in any respect constitute a determination by the Authority as to the merits of any other
issue raised in this proceeding,.
24.  The making of this Settlement Agreement establishes no principles and shall not
be deemed to foreclose any party from making any contention in any proceeding or
investigation, except as to those issues and proceedings that are stated in this Settlement
Agreement as being specifically resolved and terminated by approval of this Settlement
Agreement.

The signatories listed below represent that they are authorized on behalf of their

principals to-enter into this Settlement Agreement.

GEORGE JEPSEN ELIN SWANSON KATZ
ATTORNEY GENERAL OF THE OITICE OF CONSUMER
STATE OF CONNECTICUT COUNSEL
— — H N
By: ng///’%/ % m . : L&\u
Michael C. Wertheimer _Laurén H. Bidra |
John S. Wright ictoria P. Hackett

Staff Attorneys
Office of Consumer Counsel

Ten Franklin Square

10 Franklin Square New Britain, CT 06051
New Britain, CT 06051

Tel: 860-827-2620

Assistant Attorneys General
Attorney General's Office
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PALMCO POWER CT, LLC

D . //
By: /E)/K /"j /f//}'?'{w‘{g_,_

Robert Palmese
Managing Member
PALMco Power CT, LLC
8751 18™ Avenue
Brooklyn, NY 11214

Tel: 718-851-6655 ext. 8

Dated: February 15, 2017
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