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Fixed Price Service to Large Commercial and    

Industrial Customers for the period                     
June 1, 2006 through May 31, 2007
RE:  Duquesne Light Company

TENTATIVE ORDER
BY THE COMMISSION:

On March 21, 2006, Duquesne Light Company (“Duquesne”) submitted to the Commission the results of its Request for Proposals (“RFP”) to implement its Provider of Last Resort (“POLR”) service for Large Commercial and Industrial Customers (“Large C&I Customers”) receiving Fixed Price Service (“FPS”) effective June 1, 2006.  By this Tentative Order, the Commission directs Duquesne to prepare a modified RFP and hold a second auction for FPS for Large C&I Customers for the period of June 1, 2006 through May 31, 2007.  Interested parties may file comments with the Commission within five days of the entry of this Tentative Order.
BACKGROUND AND HISTORY OF THIS PROCEEDING


In 2004, the Commission approved a plan for POLR or default service to Duquesne’s customers for the period beginning on January 1, 2005.  Petition of Duquesne Light Company for Approval of Plan for Post-Transition Period Provider of Last Resort Service, Docket No. P-00032071 (Order entered August 23, 2004). The Commission, on reconsideration, modified this Order to require Duquesne to issue an RFP for FPS to Large C&I Customers for the period of June 1, 2006 through May 31, 2007.  Petition of Duquesne Light Company for Approval of Plan for Post-Transition Period Provider of Last Resort Service, Docket No. P-00032071 (Order entered October 5, 2004) (“Reconsideration Order”).

On January 9, 2006, Duquesne submitted a compliance filing to the Commission that included a proposed RFP to procure generation supply for FPS as required by the Reconsideration Order.  This compliance filing was objected to by the Duquesne Industrial Intervenors (“DII”), who noted that the proposed RFP did not require a second auction in the event there were no bids.  The Commission approved the compliance filing and proposed RFP with some modifications. Pennsylvania Public Utility Commission v. Duquesne Light Company, Docket No. P-00032071 (Order entered February 14, 2006) (“Compliance Order”).  The Commission acknowledged that the approved RFP may not result in any competitive bids, or bids of sufficient quantity to enable FPS to go forward on June 1, 2006:

In the event that Duquesne does not receive any bids in this RFP, or receives bids for less than 20 tranches (Standard and Contingency Tranches combined) and does not receive a Total Load Bid for the entire load, or the Commission does not approve the retail rate levels resulting from this RFP before 11:59 p.m. EPT (sic) on March 24, 2006, then Duquesne will not offer FPS to Large C&I Customers during the Supply Period.

Compliance Order at p. 22. (Emphasis added).

Duquesne conducted its approved RFP on March 20, 2006.  On March 21, 2006, Duquesne submitted a compliance filing to the Commission and reported that it had received no bids for FPS.  Duquesne requested that the Commission issue an order that concluded that the RFP was conducted in accordance with the approved RFP Guidelines and that the only POLR service to be offered Large C&I Customers from June 1, 2006, through May 31, 2007 was Hourly Priced Service (“HPS”) pursuant to Rider 9 of its tariff.


On March 23, 2006, DII and the Industrial Energy Consumers of Pennsylvania, et al., filed joint exceptions to the compliance filing.  This filing was supported by the Met-Ed Industrial Users Group, the Penelec Industrial Customer Alliance, the Philadelphia Area Industrial Energy Users Group, the PP&L Industrial Customer Alliance and the West Penn Power Industrial Intervenors (“Intervenors”). The Intervenors requested that the Commission:
(1) Refrain from issuing any order or Secretarial Letter accepting the RFP results;

(2) Provide all interested parties with access to “Schedule 1—Summary of Supplier Participation” for each compliance filing submitted to date under the Company’s POLR III plan;

(3) Immediately convene an investigation pursuant to Sections 331(a) and 2811(b) of the Public Utility Code, 66 Pa. C.S. §§ 331(a) and 2811(b), into all aspects of the RFP and POLR design in Duquesne’s service territory;

(4) Require Duquesne to issue an RFP that produces responsive bidders for Duquesne to offer FPS for the period from June 1, 2006, through May 31, 2007, and expressly permit Duquesne’s sister-affiliates, Duquesne Power or Duquesne Light Energy, to participate; and

(5) Take such other action as the Commission deems just, reasonable and appropriate to investigate and redress the situation in Duquesne’s service territory.

Exceptions at p. 5.  
We wish to note that the Intervenors did state that, “[A]t this time, DII believes Duquesne conducted the RFP consistent with protocols approved by the PUC.” Exceptions at footnote 2.

DISCUSSION


The Commission previously acknowledged in its Compliance Order the possibility that bids would not be submitted to enable Duquesne to continue the FPS for Large C&I Customers served through Duquesne's tariff.  The Commission wishes to revisit this issue and potentially provide another opportunity for the continuation of FPS to these Large C&I Customers.  The Commission is concerned that the design of the RFP may have unintentionally discouraged wholesale supplier participation, to the detriment of some of Duquesne’s Large C&I Customers and the public interest.  
The Commission notes that the vast majority, over 90 percent, of the affected, Large C&I Customers are currently being served by Electric Generation Suppliers (“EGS”).  However, 86 Large C&I Customers currently obtain default service from Duquesne through fixed or hourly prices.  This indicates that the Intervenors may be correct in the assertion that EGSs are not interested in marketing their competitive generation services to some Large C&I Customers. We tentatively find that this fact supports a new auction for FPS for the period from June 1, 2006 through May 31, 2007.  

We will therefore tentatively direct Duquesne to modify its previously approved RFP for FPS and to conduct a second auction to enable the continuation of FPS on June 1, 2006 through May 31, 2007.  Duquesne shall make the following modifications to the previously approved RFP:
(1) Duquesne's retail EGS affiliate (Duquesne Light Energy) or its wholesale supplier affiliate (Duquesne Power) may participate in the auction;

(2) The bids need not reflect the risks of implementing the PJM Interconnection, LLC Reliability Pricing Model (“RPM”).  Should the RPM be implemented, the successful bidders would be allowed to reflect the additional costs into the accepted bid prices;

(3) The bids need not reflect the entire POLR load associated with the Large C&I Customers.  The bids must reflect the load to the current FPS customers, the HPS customers served by Duquesne, and additionally 25 percent of the total Large C&I load that are currently being served by EGSs; and

(4) Should a significant amount of load migrate back to the new FPS, Duquesne would be required to issue an RFP for an additional 25 percent of the total Large C&I load.  Duquesne should issue an additional RFP as soon as it becomes aware of significant migration but in no case after 50 percent of the supply available under the accepted bids is committed to the Large C&I customers.

Finally, the Commission wishes to facilitate competitive offers to the 86 Large C&I Customers still served by Duquesne through its FPS and HPS prior to the expiration of the existing FPS on May 31, 2006. We direct that Duquesne post on its public internet domain a list of these customers with their billing and service addresses, and the name of a contact person and their telephone number.  These customers may decline to have this information posted, consistent with 52 Pa. Code § 54.8.  Given the limited number of customers involved, Duquesne should contact them immediately to determine if they desire to be excluded from this posting.  This information should be posted within one week of the entry date of this Tentative Order and Duquesne should notify EGSs serving in its territory of the location of the information.
The Commission tentatively finds that a modified RFP as described above may result in greater participation by wholesale energy suppliers, to the benefit of both Duquesne’s Large C&I Customers and the public interest; THEREFORE,
IT IS ORDERED:

1.  
That interested persons may submit an original and 15 copies of written comments regarding the issues addressed in this Tentative Order to the Office of Secretary, Pennsylvania Public Utility Commission, P.O. Box 3265, Harrisburg, PA, 17105-3265, within five days of the entry of Tentative Order.  Reply comments are not permitted.  Copies of comments should be sent by electronic mail to James Shurskis at jshurskis@state.pa.us and Shane Rooney at srooney@state.pa.us.
2.
That this Tentative Order shall be served on all parties at Docket No. P-00032071.

BY THE COMMISSION,

                                                         James J. McNulty,

                                                         Secretary

(SEAL)
ORDER ADOPTED:  April 20, 2006
ORDER ENTERED:  April 21, 2006
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