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Rosemary Chiavetta, Secretary VIA HAND DELIVERY

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, 2™ Floor

Harrisburg, PA 17120

RE: Investigation of Pennsylvania's Retail Electricity Market;
Docket No. 1-2011-2237952

Dear Secretary Chiavetta:

Enclosed for filing with the Pennsylvania Public Utility Commission are the original and five (5)
copies of the Comments of the Industrial Energy Consumers of Pennsylvania ("IECPA"),
Duquesne Industrial Intervenors ("DI"), Met-Ed Industrial Users Group ("MEIUG™), Penclec
Industrial Customer Alliance ("PICA"), Penn Power Users Group ("PPUG"), Philadelphia Area
Industrial Energy Users Group ("PAIEUG"), PP&L Industrial Customers Alliance ("PPLICA"),
and West Penn Power Industrial Intervenors ("WPPII") (collectively, "Industrial Customer
Groups") in the above-referenced proceeding.

As shown by the attached Certificate of Service, all parties to this proceeding are being duly
served. Please date stamp the extra copy of this transmittal ietter and Notice, and kindly return
them to our messenger for our filing purposes.
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Dated: November 3, 2011

Pamela C. Polacek (PA 1.D. No. 78276)
Teresa K. Schmittberger (PA 1.D. No. 311082)
McNees Wallace & Nurick LLC

100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108-1166

Phone: (717) 232-8000

Fax: (717) 237-5300

Counsel to Industrial Energy Consumers of
Pennsylvania, Duquesne Industrial Intervenors,
Met-Ed Industrial Users Group, Penelec Industrial
Customer Alliance, Penn Power Users Group,
Philadelphia Area Industrial Energy Users Group,
PP&L Industrial Customer Alliance, and West Penn
Power Industrial Intervenors



L. INTRODUCTION

In response to the changing Pennsylvania electricity market triggered by the adoption of
the Electricity Generation Customer Choice and Competition Act, See 66 Pa. C.S. §§ 2801-
2812,' the Pennsylvania Public Utility Commission ("Commission") instituted an investigation
to "ensure that a properly functioning and workable competitive retail electricity market exists in
the state." Accordingly, the Commission entered an Order on April 29, 2011 seeking feedback
from stakeholders on a number of questions, and instructing its Office of Competitive Market
Oversight (OCMO) to review the stakcholder feedback and make recommendations to the
Commission. On July 28, 2011, the Commission found that "Pennsylvania's current retail
market requires changes in order to bring about the robust competitive market envisioned by the
General Assembly when it passed the Electricity Generation Customer Choice and Competition
Act.” July 28, 2011, Order at 7. As a result of this finding, the Commission tasked OCMO with
determining specific proposals to improve the market. In the Commission's Tentative Order on
October 14, 2011 ("Tentative Order"), the Commission presents OCMO's recommendations for
improving the structure of default service plans. The recommendations are categorized as
"intermediate recommendations" that can be implemented in the Electric Distribution
Companies' ("EDCs") upcoming filings to amend or extend existing default service plans while
the Commission continues its examination of longer term, and more fundamental, changes to
default service. The Commission invites stakeholder comments before officially adopting the

OCMO recommendations.

' Act 129 of 2008 subsequently amended Chapter 28 of the Public Utility Code and added Sections 2813-2815. 66
Pa. C.S. §§2813-2815.

% See Joint Application of West Penn Power Company d/bla Allegheny Power, Trans-Allegheny Interstate Line
Company and First Energy Corp. for a Certificate of Public Convenience under Section 1102(a)(3) of the Public
Utility Code approving a change of control of West Penn Power Company and Trans-Allegheny Interstate Line
Company, Docket Nos. A-2010-2176520 and A-2010-2176732 (Order entered March 8, 2011), at 46,



The Industrial Energy Consumers of Pennsylvania ("IECPA") is an association of
energy-intensive industrial companies operating facilities across the Commonwealth of
Pennsylvania. IECPA's members consume in excess of 25% of the industrial electricity in
Pennsylvania and employ approximately 41,000 workers. Also sponsoring these Comments are
coalitions of industrial customers receiving service from most of the Commonweaith's EDCs:
Duquesne Industrial Intervenors ("DII"), Met-Ed Industrial Users Group ("MEIUG"), Penelec
Industrial Customer Alliance ("PICA"), Penn Power Users Group ("PPUG"), Philadelphia Area
Industrial Energy Users Group ("PAIEUG"), PP&L Industrial Customer Alliance ("PPLICA"),
and West Penn Power Industrial Intervenors ("WPPII") (collectively, "Industrial Customer
Groups").

Because the Industrial Customer Groups use substantial volumes of electricity in their
manufacturing and operational processes, any modification to the pricing scheme for large
commercial and industrial ("C&I") customers could substantially impact the Industrial Customer
Groups' overall operating costs. As a result, the Industrial Customers submit these Comments
regarding OCMOQ's proposal outlined in the Tentative Order recommending for hourly-priced
default service to be expanded to include customers with demand greater than 100 kW.

II. COMMENTS

The Tentative Order recommends expanding hourly-priced default service beyond the
current offering to Large C&I customers to include "Medium” C&I customers (customers with
demand greater than 100 kW). The Commission contends that this expansion will improve the
default service pricing scheme, because Small C&I customers (customers with demand less than
100 kW) will no longer be required to pay for the higher risk premium associated with Medium
Cé&I customers who are more likely to participate in shopping. This expansion, the Commission

asserts, is necessary to "mitigate any cross subsidies explained above and may facilitate more
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competitive offerings from EGSs by encouraging competitive market entry." October 14, 2011,
Tentative Order at 8. The Commission, however, does not acknowledge how this change to
hourly-priced default service could impact Large C&I customers who currently receive hourly-
priced default service. As explained below, there could be costs and challenges of expanding
hourly-priced service to "Medium" Cé&I customers, especially if a single procurement group is
used that includes both Medium and Large C&I customers. To mitigate potential cross subsidies
between Large and Medium customers, the default service provider should consider establishing
a separate procurement group for the Medium C&I customers.

Initially, some members of the Industrial Customer Groups have accounts that would fall
into the new "Medium" C&I category. Although these members generally will seek competitive
suppliers for the Medium C&I accounts, situations may arise where customers must rely on
default service for a month or more due to supplier default, errors in switching accounts, or lack
of competitive offers. Given the types of facilities involved, such as convenience stores, these
accounts cannot realistically respond to hourly price signals to control energy costs. The
Industrial Customer Groups urge the Commission to ensure that all classes, including both Large
and Medium C&I, have an effective fixed-price default service option.

Currently, each EDC has established "an hourly-priced default service offering for a
segment of its customers. Those decisions were reviewed in the default service proceedings
based on the specific characteristics of the EDC's customer base and rate schedule classifications.
Although the demands for these offerings may vary to as low as 25 kW, the customers rate
schedule is the more predominant basis for determining whether the hourly-priced default service
will apply. Requiring EDCs to provide hourly-priced default service to all Medium Cé&I

customers with demands above 100 kW will substantially increase the total hourly-priced



customers in many territories, and incorporate many customers on "small commercial” rate
schedules that generally have more unpredictable loads. Accordingly, this increases the
possibility that wholesale suppliers who bid for the hourly-priced default service product may
include higher risk premiums for serving these less predictable customers, resulting in a higher
adder to be paid by the hourly default service customers. In contrast, the Large C&l customers
tend to have more predictable loads and usage patterns.

In addition, Medium C&I customers are included on different rate schedules, and
therefore, may have different metering requirements than Large C&I customers. For example,
some EDCs may use load profiles for the hourly billing of Medium C&I customers rather than
the actual hourly usage of Large C&I customers. The use of load profiles is not as accurate as
actual hourly usage. Moreover, the addition of Medium C&I customers may require changes to
the EDC's billing system, increasing costs to the EDC that will be passed on to hourly-priced
customers. Large C&I customers should not be expected to pay for billing system changes when
they have already incurred similar costs when hourly-priced service was designated as their
default service option.

All of the above-stated metering, size, and usage inconsistencies between Medium and
Large C&I customers could impact the adders associated with hourly-priced default service. As
discussed in the Industrial Customer Groups' initial comments, as part of this investigation, the
Commission should examine ways to keep the adder for hourly-priced service as low as possible.
The expansion of hourly-priced service to smaller customers may increase the adder. The best
means of minimizing the default service adders and promoting consistency in the hourly-priced
default service scheme is creating separate procurement groups for Medium and Large C&I

customers. Separate procurement groups would ensure that Small and Large C&I customers are



not be responsible for the risk premiums associated with Medium Cé&I customers, and vice versa.
Simply, separate procurement groups would best promote the Commission's goal of avoiding
cross-subsidies and facilitating shopping among C&I customers. See Tentative Order at 8.

III. CONCLUSION

The Industrial Customer Groups request that the Commission review the factors
highlighted above before formally adopting this new hourly-priced default service scheme.
Specifically, the Industrial Customer Groups recommend that the Commission reconsider its
suggestion to expand hourly-priced services to "Medium" C&I customers and, if the proposal is
implemented, that separate procurements occur for Medium and Large C&I customers based on

the differences in metering, size, and usage predictability between the two groups.



WHEREFORE, the Industrial Energy Consumers of Pennsylvania, Duquesne Industrial

Intervenors, Met-Ed Industrial Users Group, Penelec Industrial Customer Alliance, Penn Power

Users Group, Philadelphia Area Industrial Energy Users Group, PP&I. Industrial Customer

Alliance, and West Penn Power Industrial Intervenors respectfully request that the Pennsylvania

Public Utility Commission consider and adopt, as appropriate, the foregoing Comments.

Dated: November 3, 2011

Respectfully submitted,

McNEES WALLACE & NURICK LLC

By'724 OZ/ ag@g%

Pamela C. Polacek (PA 1.D. No. 78276)
Teresa K. Schmittberger (PA 1.D. No. 311082)
100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108-1166

Phone: (717) 232-8000

Fax: (717) 237-5300

Counsel to Industrial Energy Consumers of
Pennsylvania, Duquesne Industrial Intervenors,
Met-Ed Industrial Users Group, Penelec Industrial
Customer Alliance, Penn Power Users Group,
Philadelphia Area Industrial Energy Users Group,
PP&L Industrial Customer Alliance, and West Penn
Power Industrial Intervenors



CERTIFICATE OF SERVICE

I hereby certify that I am this day serving a true copy of the foregoing document upon the

participants listed below in accordance with the requirements of 52 Pa. Code Section 1.54

(relating to service by a participant).

VIA E-MAIL AND FIRST CLASS MAIL

Gary A. Jack, Esq.
Duguesne Light Company
411 Seventh Ave. 16-1
Pittsburgh, PA 15219
glack@duglight.com

Tanya J. McCloskey, Esq.
Aron J. Beatty, Esq.

Darryl Lawrence, Esq.

Oftice of Consumer Advocate
555 Walnut Street

Forum Place, 5" Floor
Harrisburg, PA 17101-1923
tmecloskey(@paoca.org

abeatty(@paoca.org

dlawrence(@paocca.org

Theodore S. Robinson, Esq.
Citizen Power

212 Murray Avenue
Pittsburgh, PA 15217
robinson{@gitizenpower.com

Todd S. Stewart, Esq.

Hawke McKeon & Sniscak LIP
P.O. Box 1778

100 North Tenth Street
Harrisburg, PA 17101
tsstewart@hmslegal . com

Paul E. Russell, Esq.
Associate General Counsel
PPL Electric Utilities, Inc.
Two North Ninth Street
Allentown, PA 18108-1179

perusseli@pplweb.com

Deanne O'Dell, Esq.

Eckert Seamans Cherin & Mellott LLC
P.O. Box 1248

Harrisburg, PA 17108-1248
dodell@eckertseamans.com

Bradley A. Bingaman, Esq.
FirstEnergy

2800 Pottsville Pike

P.O. Box 16001

Reading PA 19612-6001
bbingaman@firstenergycorp.com

Linda R. Evers, Esq.
Stevens & Lee
111 N. Sixth Street

P.O. Box 679 & o
Reading, PA 19603-0679 = -
Ire(@stevenslee.com i = i
—_— -0
. SE 2
PA Utility Law Project - @ i
118 Locust Street gi{ © <
Harrisburg, PA 17101-1414 S =~ if
PULP@palegalaid.net ™ - g
@

Michael Meath, President
Strategic Communications, LLC
3532 James Street, Suite 106
Syracuse, NY 13206
mmeath@stratcomllc.com

Craig G. Goodman

The National Energy Marketers Association
333 K Street NW Suite 110

Washington, DC 20007
cgoodman@energymarketers.com




Elizabeth R. Marx, Esq.
Pennsylvania Coalition Against
Domestic Violence

3605 Vartan Way

Harrisburg, PA 17110
erm(@pcadv.org

Terrance J. Fitzpatrick

Energy Association of Pennsylvania
800 North Third Street, Suite 205
Harrisburg, PA 17102
tfitzpatrick@energypa.org

Jeanne Dworetzky, Esq.

Exelon Business Services Cmopany
2301 Market Street, S23-1
Philadeiphia, PA 19103
Jeanne.dworetsky(@exeloncorp.com

Daniel Clearfield, Esq.

Eckert Seamans Cherin & Mellot LLC
213 Market Street

8" Floor

Harrisburg, PA 17101
declearfield@eckertseamans.com

Richard Hudson

Director of Energy Affairs
ConEdison Solutions

1102 Park Square

Munhall, PA 15120
hudsonr{@conedsolutions.com

Madelon Kuchera

BlueStar Energy Services

363 West Erie Street

Chicago, IL 60654
mkuchera@bluestarenergy.com

Scott J. Schwarz, Esq.

City of Philadelphia

1515 Arch Street

16" Floor

Philadelphia, PA 19102-1595
scott.schwarz@phila.gov

Brian J. Knipe

Buchanan Ingersoll & Rooney, PC
17 North Second Street

15" Floor

Harrisburg, PA 17105-1503
brian.knipef@bipc.com

Jay Kooper

Director of Regulatory Affairs
Hess Corporation

One Hess Plaza

Woodbridge, NJ 07095
jkooper@hess.com

Thu B. Tran, Esq.
Community Legal Services
1424 Chestnut Street
Philadelphia, PA 19102
ttran(@clsphila.org

Courtney Lane

Citizens for Pennsylvania's Future
1500 Walnut Street

Suite 502

Philadelphia, PA 19102
lane{@pennfuture.org

Benjamin L. Willey

Law Offices of Benjamin L. Willey LL.C
7272 Wisconsin Avenue

Suite 300

Bethesda, MD 20814
blw@bwilleylaw.com

Elise Caplan

Project Manager

American Public Power Association
1875 Connecticut Avenue, NW
Washington, DC 20009
ecaplan@publicpower.org




Ray Landis

Director of Government Affairs
AARP

30 N. 3™ Street

Suite 750
Harrisburg, PA 17101
rlandis .or

YIA FIRST-CL.ASS MAIL

Honorable Camille George

Pennsylvania House of Representatives

38B East Wing
Harrisburg, PA 17120-2020

Edward V. Johnstonbaugh

Future Times Energy Aggregation Group

474 Justabout Road
Venetia, PA 15367

Tim Locascio

Manager

Liberty Power Corp.

1970 West Cypress Creek Road
Suite 600

Fort Lauderdale, FL 33309

Frank Caliva, I1I

Strategic Communications LLC
3532 James Street

Suite 106

Syracuse, NY 13206

Office of Small Business Advocate
Commerce Building, Suite 1102
300 North Second Street
Harrisburg, PA 17101

Honorable Phyllis Mundy
120" Legislative District
36 East Wing

P.O. Box 202120
Harrisburg, PA 17120-2120

David S. Cohen
President

Rescom Energy LLC
20 East Avenue
Bridgeport, CT 06610

Dr. VeraJ. Cole

Mid-Atlantic Renewable Energy
Association

2045 Upper Rocky Dale Road
Green Lane, PA 18054

Christopher C. O'Hara, Esq.
NRG Energy Inc.

211 Carmegie Center Drive
Princeton, NJ 08540

Teresa K. Schmittberger

Counsel to the Industrial Customer Groups

Dated this 3" day of November, 2011, at Harrisburg, Pennsylvania



