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	COMMONWEALTH OF PENNSYLVANIA

PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.O. BOX 3265, HARRISBURG, PA 17105-3265


	


October 12, 2010
Docket No. M-2009-2082042
To:
All Electric Distribution Companies
All Electric Generation Suppliers

Re:
Disclosure of Default Service Solicitation Results and Creation of a Default Service Rate Calculation Model
Through the Office of Competitive Market Oversight, which facilitates biweekly conference calls of the Committee Handling Activities for Retail Growth in Electricity (CHARGE), the Commission has become aware of the need to provide guidance relating to the release of default service auction results and the creation of default service rate calculation models.  Specifically, we understand that electric generation suppliers (EGSs) participating in the CHARGE forum have advocated for consistency and transparency in these areas, and the Office of Consumer Advocate has echoed this sentiment.  While electric distribution companies (EDCs) have expressed the need for some flexibility due to operational limitations and differences among their default service plans, we understand that they are generally amenable to providing this information in a consistent and transparent manner and require some guidance from the Commission.  
Since the results of default service solicitations have a direct effect on the prices non-shopping electric customers pay for the generation portion of their bill, the Commission recognizes the importance of consistency and transparency in the release of auction results and in the manner in which default service rates are calculated.  To this end, we are endorsing consensus views expressed during the CHARGE process and providing additional clarifications and guidance as described below.  

First, the Commission believes that all EDCs should release, for each procurement class, the weighted average winning price for each individual solicitation of the following products:
· full requirements (including the percentage of total load each full requirements tranche represents)
· block 
· hourly

· alternative energy credits

· any other product types

The Commission further notes that such releases should take place within a maximum of 15 calendar days from the closing of each solicitation and to adhere to this format on an ongoing basis.

Second, the Commission requests that all EDCs publish a default service rate calculation model (calculation model).  The calculation model should clearly show the build-up, including formulas, of each individual component that translates an EDC’s default service procurement class auction results into retail default service rates.  The calculation model should be labeled ‘for illustrative purposes only,’ since its purpose is to provide an explanation for retail rate translation.  It is not meant to represent an official EDC estimate or projection for the Price to Compare (PTC).  The calculation model should contain an example of actual price translation so that interested parties can better understand the components and calculations used to establish default service rates. It should also be kept up to date and labeled for its pertinent time period, and should reflect the next default service rate time period rather than the present default service rate time period.  For example, for a quarterly changing default service rate, the calculation model shall represent quarter four during quarter three.  An example of this calculation model for the Metropolitan Edison and Penelec companies can be found at the following link: http://www.firstenergycorp.com/supplierservices/Pennsylvania/Met-Ed_and_Penelec/index.html

Lastly, the Commission urges each EDC to clearly explain the methodology used to project or estimate any updateable or variable costs that are components of the calculation model.  Such cost components may include, but are not limited to, spot market costs, capacity costs, network integration transmission charge costs, ancillary service costs, and administrative costs.  These explanations may be provided as an appendix to the calculation model, within a Frequently Asked Question (FAQ) section, or under another section of the EDC website related to the calculation model.

The auction results and the calculation model should be posted on the EDC’s website.  These minimum requirements will further promote and sustain transparency amongst default service programs.  These requirements will also provide ratepayers, advocacy groups, electric generation suppliers, and the general public with pertinent information to form their own future PTC projections.

Any questions about this Secretarial Letter should be directed to the Office of Competitive Market Oversight by email at ra-OCMO@state.pa.us or by calling the Director of Operations at 717-783-5331.  
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Sincerely,



Rosemary Chiavetta


Secretary

Cc:
Office of Competitive Market Oversight

Paul Diskin, Bureau of Fixed Utility Services


Office of Consumer Advocate


Office of Small Business Advocate
