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March 20, 2013
Rosemary Chiavetta, Secretary VIA ELECTRONIC FILING

Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street, 2™ Floor

Harrisburg, PA 17120

RE: Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company,
Pennsylvania Power Company, and West Penn Power Company for Approval of
Their Default Service Plans; Docket Nos. P-2011-2273650, P-2011-2273668,
P-2011-2273669 and P-2011-2273670

Dear Secretary Chiavetta:

Enclosed please find the Joint Answer of the Met-Ed Industrial Users Group ("MEIUG"),
the Penelec Industrial Customer Alliance ("PICA"), the Penn Power Users Group ("PPUG"), and
the West Penn Power Industrial Intervenors ("WPPII") in the above-referenced proceeding.

As shown by the attached Certificate of Service, all parties to this proceeding are being
duly served. Thank you.

Sincerely,
McNEES WALLACE & NURICK LLC

o T AL

Teresa K. Schmittberger

Counsel to the Met-Ed Industrial Users Group,
the Penelec Industrial Customer Alliance,

the Penn Power Users Group, and

the West Penn Power Industrial Intervenors

TKS/sar
c: Administrative Law Judge Elizabeth H. Barnes (via e-mail and First Class Mail)
Certificate of Service
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CERTIFICATE OF SERVICE
I hereby certify that [ 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

Charles Shields Bradley A. Bingaman

Bureau of Investigation & Enforcement Tori L. Giesler

Pennsylvania Public Utility Commission FirstEnergy Service Company
Commerce Keystone Building 2800 Pottsville Pike

400 North Street, 2™ Floor P.O. Box 16001

P.O. Box 3265 Reading, PA 19612-6001
Harrisburg, PA 17105-3265 bbingaman@firstenergycorp.com
chshields@pa.gov tgiesler@firstenergycorp.com

sgran,qer@pa.gov

Thomas P. Gadsden

Daniel G. Asmus Kenneth M. Kulak

Assistant Small Business Advocate Anthony D. DeCusatis

Office of Small Business Advocate Catherine G. Vasudevan

1102 Commerce Building Morgan Lewis & Bockius LLP

300 North Second Street 1701 Market Street

Harrisburg, PA 17101 Philadelphia, PA 19103-2921

dasmus(@pa.gov tgadsden@morganlewis.com
kkulak@morganlewis.com

Darryl A. Lawrence adecusatis@morganlewis.com

Aron J. Beatty cvasudevan@morganlewis.com

Tanya J. McCloskey

Office of Consumer Advocate Daniel Clearfield

555 Walnut Street, 5™ Floor Jeffrey J. Norton

Forum Place Deanne M. O'Dell

Harrisburg, PA 17101 Carl R. Shultz

dlawrence(@paoca.org Eckert Seamans Cherin & Mellott, LLC

abeatty@paoca.org 213 Market Street, 8" Floor

tmccloskey@paoca.og Harrisburg, PA 17101

cshoen@paoca.org dclearfield@eckertseamans.com

inorton(@eckertseamans.com
dodell@eckertseamans.com
cshultzi@eckertseamans.com
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Amy Hamilton

Exelon Business Services Co., LLC
300 Exelon Way

Kennett Square, PA 19348
amy.hamilton@exeloncorp.com

Todd S. Stewart

Hawke McKeon & Sniscak LLP
100 North 10™ Street

P.O. Box 1778

Harrisburg, PA 17105
tsstewart@hmslegal.com

Thomas T. Niesen

Charles E. Thomas, II1

Thomas, Long, Niesen & Kennard
212 Locust Street

PO Box 9500

Harrisburg, PA 17108
tniesen{@thomaslonglaw.com
cet3@thomaslonglaw.com

Brian J. Knipe

Buchanan Ingersoll & Rooney, PC
17 North Second Street, 15" Floor
Harrisburg, PA 17101
brian.knipe@bipc.com

Divesh Gupta

Constellation Energy

100 Constellation Way, Suite 500C
Baltimore, MD 21202
divesh.gupta@constellation.com
david.fein@constellation.com

Patrick M. Cicero

Harry S. Geller

Pennsylvania Utility Law Project
118 Locust Street

Harrisburg, PA 17101
pciceropulp@palegalaid.net
hgellerpulp@palegalaid.net

Amy M. Klodowski

First Energy Solutions Corp.
800 Cabin Hill Drive
Greensburg, PA 15601
aklodow@firstenergycorp.com

Michael A. Gruin

Stevens & Lee

17 North Second Street, 16™ Floor
Harrisburg, PA 17101
mag(@stevenslee.com
lre(@stevenslee.com

Benjamin L. Willey

Law Offices of Benjamin L. Willey
7272 Wisconsin Avenue, Suite 300
Bethesda, MD 20814
blw@bwilleylaw.com
ssp@bwilleylaw.com

Trevor D. Stiles

Foley & Lardner LLP

777 East Wisconsin Avenue
Milwaukee, WI 53202
tstiles@foley.com
tmullooly@foley.com

Matthew I. Kahal
Steven L. Estomin
Exeter Associates, Inc.

10480 Little Patuxent Parkway, Suite 300

Columbia, MD 21044
mkahal(@exeterassociates.com
sestomin{@exeterassociates.com

Robert D. Knecht

Industrial Economics Incorporated
2067 Massachusetts Avenue
Cambridge, MA 02140
rdk@indecon.com
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Thomas J. Sniscak

William E. Lehman

Hawke McKeon & Sniscak LLP
100 North Tenth Street

PO Box 1778

Harrisburg, PA 17105
tisniscak@hmslegal.com
welehman@hmslegal.com
jlcrist@aol.com

Ta L (o

Teresa K. Schmittberger

Counsel to the Met-Ed Industrial Users Group,
the Penelec Industrial Customer Alliance,

the Penn Power Users Group, and

the West Penn Power Industrial Intervenors

Dated this 20" day of March, 2013, at Harrisburg, Pennsylvania



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

JOINT PETITION OF METROPOLITAN

EDISON COMPANY, PENNSYLVANIA : Docket Nos. P-2011-2273650
ELECTRIC COMPANY, PENNSYLVANIA : P-2011-2273668
POWER COMPANY, AND WEST PENN : P-2011-2273669
POWER COMPANY FOR APPROVAL OF : P-2011-2273670

THEIR DEFAULT SERVICE PROGRAMS

JOINT ANSWER OF THE MET-ED INDUSTRIAL USERS GROUP,
THE PENELEC INDUSTRIAL CUSTOMER ALLIANCE,
THE PENN POWER USERS GROUP, AND
THE WEST PENN POWER INDUSTRIAL INTERVENORS

TO THE HONORABLE, THE PENNSYLVANIA PUBLIC UTILITY COMMISSION:

1. Pursuant to Section 5.61(a) of the Pennsylvania Public Utility Commission's
("PUC" or "Commission") Regulations, 52 Pa. Code § 5.61(a), the Met-Ed Industrial Users
Group ("MEIUG"), the Penelec Industrial Customer Alliance ("PICA"), the Penn Power Users
Group ("PPUG"), and the West Penn Power Industrial Intervenors ("WPPII") (collectively, the
"Industrial Customer Groups") hereby file this Joint Answer in the above-captioned proceeding.

2. On November 17, 2011, Metropolitan Edison Company ("Met-Ed"), Pennsylvania
Electric Company ("Penelec"), Pennsylvania Power Company ("Penn Power"), and West Penn
Power Company ("West Penn) (collectively, the "Companies") filed with the Commission a

Joint Petition for Approval of their Default Service Programs ("DSPs II")' at the above-

! Met-Ed and Penelec generation rate caps expired on December 31, 2010, which resulted in their first DSPs (i.e.,
"DSPs I") beginning on January 1, 2011, and running through May 31, 2013. Phase II of Met-Ed's and Penelec's
DSPs will begin on June 1, 2013, and run to May 31, 2015 (i.e., "DSPs II"). West Penn and Penn Power had
different DSP schedules than the other two Companies. Regardless, West Penn's and Penn Power's "current" DSPs
will end on May 31, 2013, with the "next" DSPs beginning on June 1, 2013. For ease of reference in this Answer,
we will refer to all of the Companies' DSPs ending on May 31, 2013 as "DSPs I" and all DSPs beginning on June 1,
2013 as "DSPs IL."



referenced docket. The Industrial Customer Groups filed a Petition to Intervene and Answer on
December 19, 2011, and the Industrial Customer Groups actively participated in this proceeding,
which included evidentiary hearings and the filing of briefs.

3. On August 16, 2012, the Commission issued an Opinion and Order approving the
Companies' DSPs II, including a real-time hourly default service product that would be bid out to
suppliers. Joint Petition of Metropolitan Edison Company, Pennsylvania Electric Company,
Pennsylvania Power Company, and West Penn Power Company for Approval of Their Default
Service Programs; Docket Nos. P-2011-2273650, P-2011-2273668, P-2011-2273669, P-2011-
2273670, Opinion and Order (Aug. 16, 2012), pp. 34-37 (hereinafter, "August 16, 2012, Order").
The August 16, 2012, Order did not specify each of the components that should be included in
the Companies' hourly-priced default service product.

4. On January 15, 2013, the Companies filed the results of their industrial default
service procurement with the Commission. The results featured a 24-month hourly product that
would be offered to Large Commercial and Industrial ("C&I") customers beginning June 1,
2013. No other industrial class procurement was proposed to occur to serve Large C&l
customers under the Companies' DSPs II.

5. On January 16, 2013, the PUC rejected the Companies' industrial procurement,
stating that the hourly procurement results did not comply with the August 16, 2012, Order.
Letter of Secretary Rosemary A. Chiavetta to Tori L. Giesler (January 16, 2013).

6. On February 28, 2013, the Companies filed a Petition to Amend the Commission's
August 12, 2012 Order And the November 8, 2012 Secretarial Letter Approving Default Service
Procurement Bidding Rules (hereinafter, "February 28, 2013, Petition") to modify the August 16,
2012, Order to clarify that default service suppliers for Large C&I customers would be paid the

following components: (a) their winning bid price from auction; (b) the real-time price



established by PJM Interconnection, Inc.; and (c) a fixed adder for ancillary services and other
costs included in the industrial supply master agreement. February 28, 2013, Petition, pp. 1-2.

7. Per the aforementioned PUC letter, the Commission rejected the Companies' only
planned industrial default service procurement for their DSPs II. As a result, in the February 28,
2013, Petition, the Companies propose to hold an industrial procurement in September 2013 in
conjunction with already scheduled residential and commercial procurements. February 28,
2013, Petition, p. 6. A September auction would allow for competitive procurement for Large
C&I customers beginning December 1, 2013. See id.

8. To fill the default service gap between June 1, 2013, when the Companies' DSPs
IT begin, and December 1, 2013, when competitive procurement for Large C&I customers would
occur pursuant to the Companies' Petition, the Companies intend to "procure the necessary
physical supply for default service industrial customers directly from PJM, as well as associated
ancillary products...." Id. at 6. In other words, the Companies propose to procure generation for
Large C&I default service customers for the aforementioned six-month period via an "in-house"
procurement. The Companies contend that an in-house procurement from June 1, 2013, until
November 30, 2013, is necessary because an earlier competitive procurement for the industrial
class "is likely to fail in light of the relatively small number of industrial customers remaining on
default service and the expected lack of bidder interest in such a procurement." Id. at 7.

9. The Companies further explain that no party to the proceeding, other than RESA,
"has objected to the Companies' re-solicitation of default service industrial supply contracts at
the same time as its next scheduled default service procurement for residential and commercial
customers...." Id The February 28, 2013, Petition does not clarify whether RESA opposes the
proposed September 2013 competitive procurement, the Companies' use of in-house

procurement for the limited six-month gap period, or both.



10.  As discussed more fully herein, the Industrial Customer Groups submit that the
Companies' proposals to: (1) hold a competitive procurement in September 2013 for Large C&l
customers in combination with the previously scheduled residential and small commercial
customer procurements; and (2) utilize an in-house procurement process to ensure the
Companies' ability to provide default service for Large C&I customers between June 1, 2013,
and December 1, 2013, are reasonable in light of the current circumstances. Accordingly, this
Joint Answer addresses and supports each of these proposals herein.

11.  First, the January 15, 2013, procurement was the only competitive procurement
planned for the industrial class during DSPs II. When the Commission rejected the January 15,
2013, procurement, the Companies effectively had two options for serving Large C&I default
service customers: (a) an in-house procurement for the full length of DSPs II; or (b) a second
competitive procurement to serve Large C&I default service customers. Rather than utilize an
in-house procurement for the entirety of DSPs II, the Companies propose to hold a separate
competitive procurement in September 2013, at the same time as their planned residential and
commercial procurements. Per this proposal, a default service supplier would begin serving the
Companies' Large C&I default service customers on December 1, 2013.

12.  The Industrial Customer Groups support the Companies' planned competitive
procurement in September 2013. Considering the imminent approach of June 1, 2013 (i.e., the
implementation date of the Companies' DSPs II), holding a competitive procurement for Large
C&I customers prior to that date would be a significant logistical challenge, especially in light of
all of the other default service changes that must be adopted by the Companies in the coming
months.  Conversely, supplementing the next scheduled residential and commercial

procurements with an industrial component would only slightly increase the administrative



burden to the Companies and the corresponding costs associated with the procurement that
would be passed on to customers.

13.  In addition, an impromptu competitive procurement before September 2013 could
result in higher bid amounts and insufficient bidder interest due to low Large C&lI default service
participation. Id. As explained in the February 28, 2013, Petition, approximately 90% of Large
C&I customers are shopping customers. Id. at n. 4. For this reason, the Companies raise a
reasonable concern that default service suppliers may consider Large C&I default service
customers to have a higher risk of leaving default service than smaller customers. See id. If, in
addition to this switching risk, suppliers also must prepare expedited bids for the industrial class,
the risk associated with their bids would be increased further, an eventuality that could be
reflected in bid prices. Moreover, a second failed competitive procurement based on lack of
bidder participation would impose the costs of two procurements on Large C&I customers who
would still fail to receive a competitive default service product. As a result, Large C&l
customers could be detrimentally impacted in multiple respects by the increased costs due to a
hurried competitive procurement.

14.  Second, in order to preserve an industrial default service option, short-term in-
house procurement is necessary to serve Large C&I default service customers until December
2013 when competitive procurement would begin under the Companies' proposal. A short-term
in-house procurement of the default service product for the industrial class is just and reasonable
under the circumstances and would still fall within the parameters of the Commission's prior
endorsements of in-house procurement for the industrial class.

15.  In-house procurement of the industrial default service product has been approved
by the Commission on a number of different occasions. See, e.g., Petition of the West Penn

Power Company d/b/a Allegheny Power for Approval of its Retail Electric Default Service



Program and Competition Procurement Plan for Service at the Conclusion of the Restructuring
Transition Period; P-00072342, Opinion and Order (July 25, 2008), pp. 50-53; see also Petition
of Duquesne Light Company for Approval of a Default Service Program and Procurement Plan
for the Period June 1, 2013 through May 31, 2015; P-2012-2301664, Opinion and Order
(January 25, 2013), p. 68. WPPIL, as well as the other Industrial Customer Groups, also continue
to support such an approach to industrial default service due to the low administrative burden
and costs associated with such procurement. August 16, 2012, Order, p. 35.

16.  As part of this proceeding, WPPII supported continued in-house procurement of
the industrial default service product in the West Penn service territory. See August 16, 2012,
Order, pp. 34-35. While the Commission did not accept WPPII's proposed in-house procurement
within the West Penn service territory, the Commission likewise did not hold that such a
procurement should be generally prohibited. Instead, the Commission stated that "there is
insufficient record evidence to support a finding that the entire cost of HP default service for
West Penn's industrial customers will be higher under the competitive procurement process...".
Id at37.

17.  Accordingly, both of the Companies' proposals, a September 2013 competitive
procurement and a short-term in-house procurement, are just, reasonable, and consistent with

Commission precedent, particularly under the unique circumstances highlighted herein.



WHEREFORE, the Met-Ed Industrial Users Group, the Penelec Industrial Customer
Alliance, the Penn Power Users Group, and the West Penn Power Industrial Intervenors
respectfully request that the Pennsylvania Public Utility Commission: (1) approve the
Companies' proposed competitive procurement for the industrial class in September 2013; (2)
approve the Companies' proposed in-house procurement for the industrial class from June 1,
2013, to November 30, 2013; and (3) allow any such other relief as it deems necessary.

Respectfully submitted,

McNEES WALLACE & NURICK LLC

Susan E. Bruce (I.D. No. 80146)

Charis Mincavage (1.D. No. 82039)
Vasiliki Karandrikas (I.D. No. 89711)
Teresa K. Schmittberger (I.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
sbruce@mwn.com
cmincavage@mwn.com
vkarandrikas@mwn.com
tschmittberger@mwn.com

Counsel to the Met-Ed Industrial Users Group,
the Penelec Industrial Customer Alliance, the
Penn Power Users Group, and the West Penn
Power Industrial Intervenors

Dated: March 20, 2013



AFFIDAVIT

COMMONWEALTH OF PENNSYLVANIA )
SS:

R

COUNTY OF DAUPHIN

TERESA K. SCHMITTBERGER, being duly sworn according to law, deposes and says
that she is Counsel to the Met-Ed Industrial Users Group, the Penelec Industrial Customer
Alliance, the Penn Power Users Group, and the West Penn Power Industrial Intervenors, and that
in this capacity she is authorized to and does make this affidavit for them, and that the facts set
forth in the foregoing Answer are true and correct to the best of her knowledge, information, and

belief.

eresa K. Schmittberger

SWORN TO and subscribed
A

before me this 0 day

of March, 2013.

) o COMMONWEALTH OF PENNSYLVANIA
i /, / (CA g LA “LJ/LW/ Notarial Seal

3 : Mary A. Sipe, Notary Public
NOtar?’ Public City ofmamsburg, Dauphin County

Commission Mareh 19, 2017
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