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MOTION OF COMMISSIONER KIM PIZZINGRILLI

Today the Commission is addressing the Petition for Reconsideration filed by Duquesne Light Company (Duquesne) on August 27, 2004, and the Petition for Reconsideration filed by Constellation NewEnergy, Inc. and Constellation Power Source, Inc. (collectively, Constellation) on September 7, 2004 relative to our Order of August 23, 2004 that revised the proposed partial stipulations establishing Duquesne’s Post-Transition Provider of Last Resort Service (POLR).  While I remain convinced that the Commission’s August 23, 2004 Order properly resolved the vast majority of the issues raised during this proceeding, I want to specifically address the concerns raised by some of Duquesne’s commercial and industrial customers (C&I customers) on Reconsideration.

The Duquesne Large Customer Plan stemmed from a stipulation entered into by Duquesne and the Duquesne Industrial Intervenors (DII).  The plan provided that Duquesne would offer two Large C&I Customer products during the term of the POLR III Plan – an hourly priced service (HPS) and a fixed price default service (FPDS) which customers would be assigned if they did not affirmatively choose HPS or competitive supply.  Supply for customers on FPDS was to be obtained via a request for proposal process (RFP).  In the August Order, the Commission modified the proposed plan so that HPS would serve as the default service and provided for the elimination of the fixed price service after the initial 17 month price application period.

Duquesne posits that the Commission erred in requiring that the HPS serve as the default service rather than the fixed price service and that the fixed price option be eliminated after May 31, 2006.  In its Petition, Duquesne asserts, with agreement from the DII that practical problems exist with the Commission’s determination of an hourly priced default service.  Specifically, the 17 month transition to an hourly default service is insufficient to enable Duquesne’s C&I customers to familiarize themselves and operate under a newly introduced concept of hourly priced service and Duquesne’s new entry into PJM.  Duquesne and DII argue that this rapid transition deprives the C&I customers of a meaningful opportunity to make an informed choice between an hourly priced default service and competitive offers.  

Duquesne notes that the Commission recognized the need for C&I customers to become familiar with the hourly priced service by granting those customers a 17 month fixed price option.  In response to these concerns, the Staff proposes to deny Duquesne’s request for reconsideration on this issue, but recommend that beginning in December of 2005, the Commission conduct a review of the state of the competitive market in Duquesne’s territory to ascertain whether or not a fixed price POLR service option should continue for an additional period after May 31, 2006.  It is intended that the previously approved 17 month transition period coupled with the Commission’s December 2005 market review, will adequately addresses the concerns raised by Duquesne and some of its C&I customers. 


While I commend our Staff for developing the market review process, I am persuaded by the arguments made by Duquesne and the DII and am not convinced that the C&I customers’ concerns will be effectively addressed by the 17 month transition period and the newly proposed market review.  Therefore, I will move that Duquesne’s Post-Transition POLR service provide a fixed priced option for the initial 17 month period, followed by one subsequent 12 month period wherein the fixed price service supply is to be obtained through an RFP process.  The hourly priced service will remain as the default service for those customers that do not affirmatively choose the fixed price service or a competitive option.  The existence of a fixed price service option will provide both Duquesne and its commercial and industrial customers with a sufficient time frame in which to become familiar with and transition to the PJM market structure and with hourly priced service.  Consistent with our determination regarding Duquesne’s Small Customer Plan, we will closely monitor markets and determine what options should exist following the timeframes for the fixed price service periods provided for in this motion.  Additionally, Commission regulations will be promulgated which will likely provide express directives in this regard.  


In approving the additional time period for the fixed price POLR service, the Commission does so solely as a means of transitioning large industrial consumers to a more mature competitive electricity market.  The Commission has every reason to believe that the competitive market in Pennsylvania will respond to this POLR plan in a manner that creates more and better opportunities for large industrial consumers.   As has happened in other states, competitive energy suppliers will likely offer new opportunities for Duquesne's consumers that will produce better long term choices.  Although I believe that allowing fixed price POLR service for an additional year is appropriate, any competitor or group of competitors may petition this Commission to end the fixed price POLR service on May 1, 2006.  Any such petition must be submitted to the Commission by December 31, 2005, and should demonstrate that the competitive market is providing sufficient opportunities for large industrial consumers so that these consumers would not be unduly harmed by the termination of fixed price POLR service.

THEREFORE I MOVE THAT:

1. The Large Customer Plan be modified consistent with the Motion.


2.  The Office of Special Assistants shall prepare the appropriate Opinion and Order consistent with this Motion.
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