GOVERNOR’S

Energy Office

Propane Pricing: A Guide for Maine Consumers

Several factors influence the final price Mainers pay for propane fuel. This fact sheet
will enable you to obtain the price and service that best meets your needs.

Are propane prices regulated?

No. Propane, like heating oil, is what the industry calls a ‘delivered fuel’ (in contrast to electricity and
natural gas, which are delivered via wires, poles, and pipelines owned by the company transporting the
energy). Electricity and natural gas service territories are, generally speaking, exclusive, so their prices
are regulated by the Public Utilities Commission. The prices of delivered fuels in Maine, as in all other
states, are not regulated. Many companies can deliver to the same household, creating competition, so
market forces (e.g., propane supply, demand, existence of other suppliers, volume used, and location)
determine the price.

Isn't propane priced the same as heating oil?

There are a few circumstances with propane that don't exist with heating oil that affect the retail price
listed below in no particular order:

1. Propane is a gas under pressure. It is stored in pressurized tanks that require perioidic inspections for
safety, which is carry additional expenses.

. Pressurized propane tanks are expensive to purchase, so most Mainers choose to have the propane retailer
own the tank. The retailer must recoup the cost of the tank somehow, so it is factored into the price of
the fuel.

. Propane pricing is generally based on volume. Think of propane prices as you would think of any good that
you purchase- it is generally more expensive to buy anything in a small volume. For example, the single
serving size of milk in a convenience store is a much more expensive way to purchase milk, per ounce,
than if you bought a gallon container. The costs of packaging and delivering the product are very similar,
regardless of the size of the container. The same goes for propane customers. If you only purchase 50
gallons a year, it costs much more for the dealer to provide you with fuel. The dealer has fixed costs of the
tank and the delivery truck/driver, and these costs are the same if you purchase 50 or 500 gallons. You
will likely pay a lower price per gallon if you purchase more.

So how do | obtain propane at a fair price?

= Shop around. There is no correlation between location and price in Maine. Propane dealers operate under
very different business models - some are one-or-two-man operations with a delivery truck, others are
large publicly traded companies with obligations to investors. A few phone calls to your local dealers
might reveal a wide range of prices.




Know how many gallons you use each year. Propane dealers all operate under a 'tiered’ pricing structure,
which means that smaller volume customers pay more per gallon. An example of this tiered system is:
under 100 gallons per year; 101-250; 251-500; 501-800; and over 800 gallons. Each tier has a differ-
ent price per gallon, and each dealer has their own set of tiered prices. So, you need to know how much
you use if you are calling around for the best price.

Ask about fees. Some retailers charge additional fees, and some do not. Make sure you know what
additional fees you would pay when comparing dealers. Fees some dealers charge are: 1) annual tank
rental fees; 2) annual leak detection and safety inspection fees; and 3) tank removal and fuel pump-out
fees (if you are switching to a new retailer).

Consider purchasing your own propane tank. If you are able to purchase your own tank, you would be
free to purchase fuel from the supplier of your choice, and the cost of the tank would not added to the
price you are quoted. (State law prohibits propane dealers from filling tanks owned by another company.
Many states have similar laws). However, if you do decide to purchase from a new supplier, the new
company will require a safety inspection to be performed, and they will charge you for that service.
The dealer will not deliver to a tank that they have not inspected themselves, as it is a liability concern.

For small volume users, ask about once-a-year delivery in the off-season. Propane dealers purchase
much of their product months ahead of time. In order to get enough fuel delivered in the months of
Dec-Jan-Feb, dealers have to accept some fuel deliveries in the summer. If you are a small customer,
consider getting your fuel delivered once a year, in the summer months. The dealer might consider
offering a better price - but you have to ask.

If you prefer a set price, ask for a pre-buy contract. This option will allow you to lock in a price for the
season. Be sure to read the fine print of any contract before signing. Some retailers offer contracts in
which the per gallon price varies but is capped at a maximum price; many propane companies also offer
budget plans.”

Ask to be notified prior to any business operational changes. Some dealers have unfortunately not
notified customers of changing delivery schedules, assessing new fees, etc., without notifying their
customers first. Request that you be notified of any changes ahead of time. That way, there will be no
surprises when you get the bill, when you get your bill and ensure that you have a scheduled delivery
that meets your needs.

Switch dealers if you are not satisfied. Changing dealers is not as difficult as it seems. Propane compa-
nies switch out tanks regularly. Try to plan changes in the off-season. Dealers are often very busy deliv-
ering fuel during cold weather, and may not have time to pick up an old tank. Also, if possible, try to use
up as much of the propane in your tank as you can before changing dealers, to minimize the chance of
spills or leaks (as well as being subjected to ‘pump-out’ charges. Although it is not state law, propane
dealers generally (read your contract regarding this issue) reimburse the homeowner for any propane
remaining in the tank when it is switched out, at the prevailing price.
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