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RE:  Duquesne Light Company

FINAL ORDER
BY THE COMMISSION:

On March 21, 2006, Duquesne Light Company (“Duquesne”) informed the Commission that no suppliers submitted bids in response to its Request for Proposals (“RFP”) for 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.  On April 21, 2006, the Commission tentatively held that Duquesne should conduct a second RFP.  In this Final 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.  
I. REVIEW OF COMMENTS TO THE TENTATIVE ORDER


Comments to the Tentative Order were filed by Duquesne, the Duquesne Industrial Intervenors, et al.
 (“DII”), Reliant Energy, Inc. (“Reliant”), the Retail Energy Supply Association (“RESA”), and Strategic Energy, LLC (“Strategic”) on April 26, 2006.

A.
Duquesne Light Company

Duquesne stated in its comments that it supported the objective of the Tentative Order, and offered several modifications and clarifications.  One, it stated that while Duquesne Power would be added to the list of bidders, it would not be appropriate for Duquesne Light Energy, an electric generation supplier (“EGS”), to participate.  Two, Duquesne states that if significant migration to FPS occurs, it will enroll customers on a first come-first serve basis.  The FPS will be closed once it is fully subscribed. Three, rather than hold a third RFP if significant migration occurs, Duquesne proposes that any bidders to this second RFP be responsible for this new load at a refreshed price.  Finally, Duquesne objects to the publication of contact information of 86 Large C&I customers to which it provides generation service on its public internet domain.  Duquesne states that much of this information is already available on its EGS website, and that the Commission’s directive may infringe on the privacy of customer information.

Duquesne distributed a draft RFP that reflected the modifications of the Tentative Order and a proposed schedule to wholesale energy suppliers on May 1, 2006. Duquesne noted that this RFP was contingent on Commission approval at the Public Meeting of May 4, 2006.  Under the proposed schedule, bids would be due by May 15, 2006, and the Commission would have until May 18, 2006 to review and approve the results.

B.
Duquesne Industrial Intervenors, et al.

DII supports the Commission’s finding that a second, modified RFP should be conducted.  It does not object to the posting of additional customer information on Duquesne’s public internet domain in order to facilitate retail choice.  DII asks that the Commission conduct an investigation into all aspects of Duquesne’s POLR design and completed RFPs so that optimal procurement methods may be developed for future proceedings.
C.
Reliant Energy, Inc.

Reliant does not expressly support or oppose the findings of the Tentative Order. Instead, it limits its comments to the Commission’s finding that new bids need not reflect the costs of PJM Interconnection, LLC’s Reliability Pricing Model (“RPM”).  Reliant believes that the current default service rules have resulted in a competitive market for customers of 300 kW and greater, and that removing RPM costs will lead to auction results that do not reflect prevailing market prices.  Accordingly, Reliant asks that the Tentative Order be modified so that bids reflect all costs, including those of the RPM.

D. Retail Energy Suppliers Association

RESA expresses general opposition to the Tentative Order. It believes that conducting a second auction will create regulatory uncertainty for EGSs, who relied upon past Commission determinations in developing marketing strategies for Duquesne’s Large C&I customers for the period commencing June 1, 2006.  RESA believes that this course of action will have a detrimental effect on the development of retail competition in Pennsylvania.  If the Commission concludes that the public interest requires a second auction, the Commission should confirm that its holdings are limited to this particular proceeding and do not represent precedent for future POLR proceedings.
E. Strategic Energy, LLC

Strategic also expresses opposition to the Tentative Order.  It agrees with RESA that the Commission’s actions may negatively impact the development of retail markets in Pennsylvania.  Strategic also objects to the Commission’s finding that Duquesne’s affiliates may participate in a second RFP.  It believes that this conduct creates the risk of cross-subsidization among Duquesne’s ratepayers and may result in anti-competitive pricing.  Should the Commission find that a second RFP is necessary, it should make clear that it is only responding to circumstances presented by the failure of suppliers to participate in the prior auction.
II.
DISCUSSION


The Commission appreciates the comments of those who believe that the first RFP was conducted appropriately, and that no FPS service should be offered to Large C&I customers by Duquesne after June 1, 2006.  The Commission acknowledges that the Duquesne service territory represents the most successful retail electric market in Pennsylvania, and that Duquesne’s ratepayers are realizing benefits from the robust competition that exists for residential, commercial and industrial accounts.  It is the Commission’s hope that other service territories will benefit from similar levels of retail competition as they exit their restructuring transition periods.  The Commission also acknowledges that no information has been provided to the Commission that would demonstrate that the prior RFP and auction was conducted inappropriately.  

After Duquesne informed the Commission of the results of the FPS auction on March 21, the Commission recognized that this result may have been contrary to the reasonable expectations of some of Duquesne’s Large C&I customers.  The Commission did choose to provide for an extra year of FPS as part of its adjudication of Duquesne’s last POLR filing. 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).  This Order provided that those parties who objected to the extension of FPS service should file a petition with the Commission by December 31, 2005. No such petition was filed.  Given that all the previous RFPs conducted by Duquesne pursuant to this POLR plan had received bids, some of these Large C&I customers may have assumed that FPS service would be available for an additional year and planned accordingly.  

The Commission therefore finds that holding an additional RFP for FPS service is in the public interest.  In reaching this result, we are aware that we must act to serve the interests of all ratepayers.  We are sensitive to the comments of RESA and Strategic that in assisting this group of customers we may discourage EGSs from participating in Pennsylvania’s retail markets, to the detriment of all of Duquesne’s ratepayers.  Accordingly, we will only require Duquesne to repeat the RFP for FPS once.  Should no bids be received, Large C&I customers must be ready to either seek service from an EGS or to pay for hourly priced service pursuant to Duquesne’s tariff. We note that a large majority of Duquesne’s Large C&I customers are already receiving generation service from EGSs.  Despite the modifications we have made to the RFP, we recognize that various factors beyond the control of Duquesne or the Commission, including the high level of retail competition for these customers, current wholesale energy prices, etc., may discourage wholesale supplier participation in this second RFP.  
The Commission will adopt the following clarifications and modifications to its Tentative Order:

1. Duquesne Power, and not Duquesne Light Energy, will be allowed to participate in the second RFP.

2. Duquesne’s proposal to require RFP bidders to be responsible for contingent, additional load at refreshed prices that may result from significant migration is approved.  Duquesne will not have to conduct an additional RFP if significant customer migration occurs.
3. Duquesne will accept customers to the FPS on a first come-first served basis. The FPS will be closed to new customers once the bid load is fully subscribed.
4. The additional customer information for the 86 Large C&I customers to be provided by Duquesne will be made available through Duquesne’s secure EGS website. These customers shall be separately identified and phone contact information provided, unless the customer chooses to restrict this information.

The Commission emphasizes that its actions in this matter are necessitated by the particular circumstances of this proceeding, and should not be interpreted as precedent.   Duquesne’s proposed RFP and auction schedule are approved, except where modified by this Final Order; THEREFORE,
IT IS ORDERED:

1.  
That Duquesne Light Company will conduct a second auction for fixed price service for the period June 1, 2006, through May 31, 2007, consistent with this Final Order.
2.
That this Final Order shall be served on all parties at Docket No. P-00032071.

BY THE COMMISSION,

                                                         James J. McNulty,

                                                         Secretary

(SEAL)
ORDER ADOPTED:  May 4, 2006
ORDER ENTERED:  May 4, 2006
� Industrial Energy Consumers of Pennsylvania, Met-Ed Industrial Users Group, Penelec Industrial Customer Alliance, Philadelphia Area Industrial Energy Users Group, PP&L Industrial Customer Alliance, and the West Penn Industrial Intervenors.


� On April 20, 2006, FERC issued an Order on PJM’s RPM. PJM Interconnection, L.L.C., 115 FERC ¶61,079 (2006).  FERC declined to accept the proposal, referring the matter to a technical conference and encouraging the parties to seek a negotiated solution. The procedural schedule extends through June 2006.
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