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I.
HISTORY OF THE PROCEEDING


On January 25, 2007, Duquesne Light Company (Duquesne Light or the Company) filed a petition for Commission approval of a plan for default service for the period from January 1, 2008 through December 31, 2010 (Default Service Plan or the Plan).  The Default Service Plan is a comprehensive plan under which Duquesne Light will provide default service to its customers for 2008 through 2010.  Duquesne Light selected this three year period to provide a three year bridge to 2011, the year generation rate caps expire for most other major Pennsylvania electric distribution companies (EDCs).  Along with its filing, Duquesne Light submitted the direct testimony and exhibits of six witnesses.  In addition, Duquesne Light served its petition upon the Office of Trial Staff (OTS), Office of Consumer Advocate (OCA), Office of Small Business Advocate (OSBA) and all parties in its Provider of Last Resort (POLR) III proceeding, Petition of Duquesne Light Company for Approval of a Plan for Post-Transition Period Provider of Last Resort Service, Docket No. P-00032071 and in Duquesne Light’s recent distribution rate proceeding at Docket No. R-00061346.  Also, Duquesne Light provided notice of the petition to its customers through a press release, newspaper publication and a bill insert.  In its petition, Duquesne Light asked for expedited consideration of its petition on or before July 1, 2007 so that, upon approval, it can take the necessary actions to implement the Plan on January 1, 2008.  During prehearing negotiations with the parties, however, Duquesne Light agreed to request a Commission decision on or before the end of July 2007.


The Commission published notice of Duquesne Light’s petition in the Pennsylvania Bulletin issue of February 10, 2007.  The notice set February 26, 2007 as the deadline for the filing of petitions to intervene.



On February 6, 2007, OTS filed a notice of appearance for this proceeding.


The following filed timely petitions to intervene:  Dominion Retail, Inc. (Dominion); Citizen Power, Inc. (Citizen Power); Exelon Corporation and Exelon Generation Company, LLC (ExGen) (collectively, Exelon); Citizens for Pennsylvania’s Future (PennFuture); Constellation NewEnergy, Inc. (CNE) and Constellation Energy Commodities Group, Inc. (CCG) (collectively, Constellation); Reliant Energy, Inc. (Reliant); Retail Energy Supply Association (RESA); Direct Energy Services, LLC (Direct); Strategic Energy, LLC (Strategic); Duquesne Industrial Intervenors (DII); Pennsylvania Large Energy Users Coalition (PALEUC); and FirstEnergy Solutions Corp. (FES) on February 26, 2007.


On February 22, 2007, the OCA filed a notice of intervention and an answer to the petition.  On February 26, 2007, the OSBA filed a notice of intervention and an answer to the petition.


The Commission held a prehearing conference on February 28, 2007.  By prehearing order issued February 28, 2007, I granted the petitions to intervene of the following: Dominion, Citizen Power, Exelon, PennFuture, Constellation, Reliant, RESA, Direct Energy, Strategic, DII, PALEUC and FES.  At the time of the prehearing conference, Duquesne Light had not received a petition which Conservation Consultants, Inc. (CCI) had filed.  The prehearing order indicated that if Duquesne Light did not object, CCI’s petition would be deemed granted.  Duquesne Light did not object.



On March 12, 2007, DII filed a Motion of Duquesne Industrial Intervenors to Sever and Postpone Consideration of Large Commercial and Industrial Default Service Plan (Motion to Sever).  The Motion to Sever requests that consideration of Duquesne Light’s proposal regarding the design of the default service options for Large Commercial and Industrial customers be stayed pending Commission finalization of the Commission’s action regarding its proposed final regulations issued in its Advance Notice of Final Rulemaking Order entered at Docket No. L-00040169
 and its proposed Policy Statement regarding default service at Docket No. L-00070183.



On April 3, 2007, Duquesne Light and Reliant filed answers to the Motion to Sever.  On the same date, RESA filed a letter-answer to the Motion to Sever.  An interim order, issued April 4, 2007, denied the Motion to Sever.


In addition to Duquesne Light’s direct testimony, the parties pre-filed the following testimony: direct testimony by OCA, OSBA, Strategic/RESA, Direct/RESA, Reliant, Dominion and CNE on March 29, 2007; rebuttal testimony by Duquesne Light, OCA, OSBA, Direct/RESA, Reliant and CNE on April 13, 2007; and surrebuttal testimony by Duquesne Light, OCA, OSBA, Strategic/RESA, Direct/RESA and Reliant on April 20, 2007.


On April 24, 2007, the parties reached a settlement of all issues in this proceeding.  The hearing scheduled for April 27, 2007 was canceled.  The following parties appeared at the hearing held on April 26, 2007: Duquesne Light, OTS, OCA, OSBA, CNE, CCG, Dominion, Reliant, Strategic/RESA, Direct/RESA and DII.  The parties offered the testimony and exhibits listed in the following table into the record by stipulation (a numbered statement indicates direct testimony; an “R” after the statement number indicates rebuttal testimony; an “S” or “SR” after the statement number indicates surrebuttal testimony; the only exception being OSBA which designated its rebuttal testimony as Statement No. 2 and its surrebuttal testimony as Statement No. 3):
	Party
	Witness
	Statement
	Exhibit
	

	Duquesne Light 
	Morgan K. O’Brien
	1
	MKO-1
	

	
	Frederick J. Eichenmiller
	2, 2-R
	FJE-1R
	

	
	Neil S. Fisher
	3, 3-R
	NSF-1 to NSF-20
	

	
	William F. Pfrommer
	4, 4-R, 4-S
	WVP- 1 to

WVP-5; WVP-1R to WVP-5R; and WVP-1S
	

	
	Nancy J. Krajovic
	5
	NJDK-1 to NJDK-3
	

	
	Susan S. Betta
	6, 6-R
	SSB-1R to SSB-2R
	

	
	
	
	
	

	OCA 
	Mathew I. Kahal
	1, 1-R, 1-SR
	Appendix A
	

	
	Barbara R. Alexander
	2-R, 2-SR
	Appendix
	

	
	
	
	
	

	OSBA 
	Brian Kalcic
	1, 2, 3
	OSBA 1-2, 3, 8-10
	

	
	
	
	
	

	Strategic Energy

RESA
	Richard J. Hudson, Jr.
	SE/RESA 1, 1SR
	RH-1 – 11 
	

	
	
	
	
	

	Direct Energy

RESA
	Frank Lacey
	Direct/RESA 1,

1R, 1SR
	FPL-1 – 3, 4 
	

	
	Guy Sharfman
	2SR
	GS-1, GS-2
	

	
	
	
	
	

	Reliant Energy, Inc.
	James A. Ajello
	1, 1-R, 1-S
	JAA-1
	

	
	
	
	
	

	Dominion Retail, Inc.
	Thomas J. Butler
	1
	
	

	
	
	
	
	

	Constellation NewEnergy
	Steven W. Ruback
	1, 1-R
	
	




In addition to the above testimony and exhibits which were admitted into the record, Duquesne Light offered as Duquesne Light Ex. 2 a stipulation between Duquesne Light, OTS, OCA, Dominion, Reliant, Constellation, Citizen Power, Exelon, PennFuture, FES, PALEUC, Strategic, Direct and RESA.  This is referred to hereinafter as the General Stipulation or as the Exhibit 2 Stipulation.  As Duquesne Light Ex. 3, Duquesne Light offered a stipulation between Direct Energy and OSBA.  These Exhibits were admitted into the record.  On May 2, 2007 Duquesne Light filed as Duquesne Light Ex. 4 a stipulation between Duquesne Light, DII, Reliant, Dominion, Constellation, Direct, Strategic, RESA and PALEUC.  Duquesne Light Ex. 4 was admitted into evidence at the April 26, 2007 hearing.


On May 4, 2007, the following parties filed statements in support of the stipulations with the Secretary of the Commission: Duquesne Light, OTS, OCA, OSBA, Constellation, Dominion, Reliant, DII, RESA and Direct. 


The record, which consists of the above referenced statements and exhibits, closed on May 4, 2007, by notation on the OALJ Hearing Report Form.

II.
THE SETTLEMENT CONTAINED IN THE STIPULATIONS


The Stipulations are attached hereto and incorporated herein.  They are referred to below collectively as the Stipulations or the Settlement.  The General Stipulation is attached hereto as Appendix A; the Exhibit 3 Stipulation is attached hereto as Appendix B; the Exhibit 4 Stipulation is attached hereto as Appendix C.  The terms are summarized below.  For a complete description of the terms, the reader is directed to the Stipulations themselves.
A.
The General Stipulation



There are three attachments to the General Stipulation.  Attachment A is a schedule of supply rates by residential rate class.  Attachment B contains revisions to average supply rates of Small C&I customers and supply rates by rate schedule for Small C&I customers.  Attachment C is a list of the class average default service supply rates, current versus those proposed in the settlement.



The parties to the General Stipulation either support, support in part and do not oppose the remainder, or do not oppose (as explained in footnote 1 of the General Stipulation) the Stipulation to resolve all issues among them regarding Duquesne Light’s default service plan for the period January 1, 2008 through December 31, 2010.  Footnote 1 reads as follows:  


Duquesne Light, OTS, OSBA, and Dominion join in the entire stipulation.  The OCA joins in paragraphs 1 and 5 through 9 of the Stipulation and does not oppose the remaining paragraphs.  Reliant supports Paragraphs 3A and 3B and does not oppose the remaining paragraphs.  Constellation NewEnergy, Inc. and Constellation Energy Commodities Group, Inc. support only Paragraph 2.E. on the elimination of declining block energy rates on January 1, 2008 for small commercial and industrial customers with a monthly metered demand that is 25 kW or greater, and agree to waive the following rights (except as such rights relate to advocacy in support of the terms and conditions of Paragraph 2.E): (a) to file briefs and reply briefs; (b) to file exceptions and replies to exceptions; (c) to petition for reconsideration or reopening of the Commission’s final order; (d) to appeal the Commission’s final order; and, (e) to initiate or otherwise participate in any other proceeding before the Commission challenging the default service plan approved by the Commission.  CCI, Citizen Power, Exelon, PennFuture, FES, and PALEUC do not oppose this Stipulation and so indicate by their signatory representation at the end of this Stipulation.



1.
Residential Customers (Rate Schedules RS, RA and RH)


For the three year POLR period, January 1, 2008 through December 31, 2010, the supply rate for Rate RS customers will be 7.1560 cents per kWh.  In 2008 and 2009, the tail block supply rates for Rate RH customers will be increased by 0.3083 cents per kWh as compared to the tail block supply rates originally filed by the Company.  In 2010, the supply rate for Rate RH customers will be a flat rate of 6.8950 cents per kWh.  This rate is 0.2610 cents per kWh lower than the rate originally proposed by the Company for Rate RH customers in 2010.



In addition, Duquesne Light will eliminate declining energy blocks for Rate RH and RA customers so that all residential default service customers are charged flat energy supply rates as of January 1, 2010.



Finally, ancillary service and PJM administrative costs for Residential customers will be recovered through the Transmission Service Charge (TSC).


2.
Small C&I Customers (Rate Schedules GS/GM and GMH)


Duquesne Light will offer some Small C&I customers fixed rates for the POLR period.  Other Small C&I customers will receive fixed rates in 2008, subject to two market price rate adjustments (every six months) for supply delivered in calendar year 2009 and calendar year 2010.  The manner in which Duquesne Light will calculate the market price rate adjustments is set forth in the General Stipulation.  In addition, Duquesne Light will phase out declining block energy rates and supply-related demand charges during the POLR period.

3.
Large C&I Customers (Rate Schedules GL, GLH, L and HVPS)


Duquesne Light will offer Large C&I customers default service at real-time hourly rates.  It will eliminate Large C&I rate schedules and Fixed Price Service Rider No. 8.  Duquesne Light will revise Rule 45.2 regarding switching rules so it is no longer applicable to Large C&I rate schedules.  In addition, Duquesne Light will eliminate Rider No. 23 (Generation Rate Adjustment) because it applies only to customers electing Rider No. 8.  Finally, Duquesne Light will revise Rider No. 9 to reflect a fixed administrative cost adder of $3.97 per MWh.     


4.
Lighting Customers (Rate Schedules AL, SE, SM, SH, UMS and PAL)


Duquesne Light will offer lighting customers default service at rates set forth in Exhibit WVP-1 of Duquesne Statement No. 4 for the period January 1, 2008 through December 31, 2010.  Duquesne Light will recover ancillary service and PJM administrative costs for lighting customers through the TSC.


5.
Purchases of Receivables Program



The parties approve Duquesne Light’s Purchase of Receivables (POR) Program.


6.
Power Procurement



The General Stipulation authorizes Duquesne Light to procure power for its Residential, Small C&I and Lighting default service customers through an amendment to its full requirements contract with its affiliate, Duquesne Power.  The amendment to the contract is approved as an affiliated interest agreement.  Duquesne Power will rely on competitive wholesale market purchases in PJM to obtain power for Duquesne Light’s default service customers.  


7.
Tariff Modifications



Duquesne Light is authorized to implement the changes to its Tariff Electric–Pa. P.U.C. No. 24 that are reflected in Exhibit NJDK-3 of Duquesne St. No. 5 except that the tariff will be further modified to reflect the changes that are required by this Stipulation.  


8.
Rate Increases



Duquesne Light agrees not to seek a rate increase in default service rates (other than the adjustments specifically provided for in the General Stipulation regarding Small C&I customers and as set forth in Duquesne Light’s Petition and supporting testimony) unless (a) Duquesne Power defaults on its power contract with Duquesne Light, and (b) Duquesne Light Holdings defaults on its parent guarantee, and (c) these defaults threaten the financial ability of Duquesne Light to continue providing reliable service to its customers.  Duquesne Light also may seek a rate increase in default service rates if necessary regulatory approvals to carry out the default service plan as proposed by Duquesne Light and modified by the General Stipulation are not obtained or maintained or if substantial modifications are required as a result of regulatory requirements.   


9.
Miscellaneous Provisions



The Commission’s recent approval of the merger settlement at Docket Nos. A‑110150F0035 and A-311233F0002 has mooted the cost allocation/cross subsidy issues which Strategic and RESA raised in this proceeding.



If the Commission adopts final default service regulations that become effective before January 1, 2011, and the regulations apply to plans filed before the effective date, Duquesne Light will be granted a waiver of those regulations to the extent that they conflict with the provisions of this Stipulation.

B.
The Exhibit 3 Stipulation



Within three months after the Commission’s order approving the Exhibit 3 Stipulation and the General Stipulation, Duquesne Light will convene a collaborative regarding a Market Share Threshold (MST) program offering a discount to approved POLR rates.  The program will be limited to 5,000 GS and GM customers with maximum measured peak demands of less than 25 kW.  Duquesne Light, the OSBA and Direct will participate in that collaborative.  Other parties to this proceeding will be invited to participate.  If Duquesne Light, the OSBA and Direct agree on a proposal, it will be filed as a joint petition with the Commission for approval.  Duquesne Light’s affiliated electric generation supplier will be permitted to participate as a bidder in the MST program.  The MST program will begin on the date approved by the Commission and end on December 31, 2010.  If a joint petition is filed, all other parties in this proceeding have the right to support or oppose the joint petition.  If the collaborative does not produce a consensus proposal by April 1, 2008, Direct may file a petition seeking Commission approval of an MST proposal.

C.
The Exhibit 4 Stipulation (also referred to as the Day Ahead Stipulation)


The parties to this stipulation enter into it or agree not to oppose it.  Duquesne Light will provide day ahead hourly pricing as its POLR service to its Large C&I customers during the three year POLR period.  The offering will be in accordance with the Day Ahead Pricing Guidelines attached to the Day Ahead Stipulation as Exhibit A.  Duquesne Light will revise its tariff in its compliance filing in this proceeding in accordance with the guidelines.  The Customer will be responsible for all operating reserve charges and other ancillary charges associated with the day-ahead hourly price service described in the guidelines.

III. THE SETTLEMENT CONTAINED IN THE STIPULATIONS 
IS IN THE PUBLIC INTEREST



The Settlement is in the best interests of Duquesne Light and its default service customers and will enhance retail competition.  The Settlement is either supported, or not opposed, by all parties in this proceeding.  The parties include consumer advocate groups, multiple electric generation suppliers, large customer groups, and others.  This demonstrates that the Settlement is in the public interest and should be approved.



The Settlement adequately considers the effect of the plan on competition.  The Settlement balances the policy considerations of the transitional nature of the filing, the impact of legacy rate designs and conservation.  The Settlement provides significant benefits to Duquesne Light’s customers in terms of reasonable default service rates with appropriate levels of rate stability for each of the major customer groups.  The default service plan, as amended by the Settlement, also advances retail competition by offering rates at prevailing market prices, adopting a POR program for Residential and Small C&I customers, providing for an MST collaborative, and eliminating, over time, energy demand charges and declining block energy rates.  



The General Stipulation enables Duquesne Light to ensure that its distribution customers have a stable and reliable source of supply through December 31, 2010.  In addition, the General Stipulation eliminates declining energy blocks for Rate RH and RA customers so that all residential default service customers are charged flat energy supply rates as of January 1, 2010.  These proposed rate design changes are consistent with sound rate making practices.


The Settlement produces substantially more favorable rates for Small C&I customers than Duquesne Light’s proposed POLR IV Plan.  The General Stipulation mitigates Duquesne Light’s original proposal to treat residential customers differently than Small C&I customers.  OSBA’s concerns about the manner in which Duquesne proposed to adjust the rates of Small C&I customers on schedules GM and GMH with peak demands of 25 kW to 300 kW have been mitigated.  The General Stipulation addresses OSBA’s concerns about the timing of the adjustments to Small C&I rates and its concerns about the pace of eliminating declining block rates and demand charges.  



Under the Day Ahead Stipulation (Exhibit 4) Duquesne Light will provide a day ahead hourly priced service as its POLR option for Large C&I customers during the three year POLR period.  Offering a day ahead hourly priced service, as opposed to only the real-time hourly priced service proposed in Duquesne Light's original filing, will benefit customers and is in the public interest.  


The Settlement avoids the substantial time and expense involved in continuing litigation of the many complex issues involved in this proceeding.  Unnecessary are the preparation of main briefs, reply briefs, exceptions and reply exceptions, and potential appeals on matters contained in the stipulations.  The avoidance of these expenses is in the interests of all parties and Duquesne Light’s customers.

IV.
RECOMMENDED ORDER


THEREFORE;



IT IS RECOMMENDED:



1.
That the Petition of Duquesne Light Company for approval of a Default Service Plan for the period January 1, 2008 through December 31, 2010, Duquesne Light POLR IV, at Docket No. P-00072247, is approved, as modified by the following, all of which are approved without modification:


a.
the General Stipulation between Duquesne Light Company, the Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, Dominion Retail, Inc., Reliant Energy, Inc., Conservation Consultants, Inc., Constellation NewEnergy, Inc. and Constellation Energy Commodities Group, Inc., Citizen Power, Inc., Exelon Corporation and Exelon Generation Company, LLC, Citizens For Pennsylvania’s Future, FirstEnergy Solutions Corp., the Pennsylvania Large Energy Users Coalition, Strategic Energy, LLC, Direct Energy Services, LLC and Retail Energy Supply Association, which is Duquesne Light Company Exhibit 2 in the Petition of Duquesne Light Company for approval of a Default Service Plan for the period January 1, 2008 through December 31, 2010, Duquesne Light POLR IV, at Docket No. P-00072247;

b.
the Stipulation between Duquesne Light Company, the Office of Small Business Advocate and Direct Energy Services, LLC, which is Duquesne Light Company Exhibit 3 in Duquesne Light POLR IV, at Docket No. P‑00072247; and

c.
the Stipulation between Duquesne Light Company, Duquesne Industrial Intervenors, Reliant Energy, Inc., Dominion Retail, Inc., Constellation NewEnergy, Inc., and Constellation Energy Commodities Group, Inc., Direct Energy Services, LLC, Strategic Energy, LLC, the Retail Energy Supply Association and the Pennsylvania Large Energy Users Coalition, which is Duquesne Light Company Exhibit 4 in Duquesne Light POLR IV, at Docket No. P-00072247.



2.
That Duquesne Light Company’s compliance filing shall fully reflect the terms and conditions of the stipulations referred to in paragraph one of this order.


3.
That the compliance filing referred to in paragraph two of this order shall be Duquesne Light Company’s plan for default service for the period from January 1, 2008 through December 31, 2010.

Dated:
 May 8, 2007

















Larry Gesoff








Administrative Law Judge
	�	Rulemaking re Electric Distribution Companies’ Obligations to Serve Retail Customers at the Conclusion of the Transition Period Pursuant to 66 Pa. C.S. §2807(e)(2).  Docket No. L-00040169, Advance Notice of Final Rulemaking Order (entered February 9, 2007).


 


	�	Default Service and Retail Electric Markets, Docket No. L-00070183, Proposed Policy Statement (entered February 9, 2007). 
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