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ORDER

BY THE COMMISSION:

[bookmark: _Hlk513126262][bookmark: _Hlk43893857]On April 8, 2020, Duquesne Light Company (Duquesne Light), Utility Code 110150, filed a Petition for Approval to Modify the Procurement Schedule for its Default Service Plan (DSP) for the Period June 1, 2017, through May 31, 2021 (Petition).  Duquesne Light served the Petition on the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate, and parties of record to Docket No. P-2016-2543140.  No answers or comments were filed in response to Duquesne Light’s Petition.  For the reasons expressed in this Order, the Commission will grant the Petition.

Duquesne Light states it conducts Requests for Proposals (RFPs) for fixed-price full requirements (FPFR) supply contracts in September and March of each year, for delivery of the associated products commencing the following December 1 and June 1, respectively.  Duquesne Light’s Petition seeks approval to modify the upcoming September 2020 procurement of certain tranches of Residential and Small Commercial and Industrial (C&I) default supply contracts in recognition of an ongoing proceeding[footnoteRef:2] at the Federal Energy Regulatory Commission (FERC) concerning PJM Interconnection, LLC’s (PJM) Base Residual Auction for the pricing of capacity.  Petition at 1-2. [2:  FERC Docket Nos. EL16-49 et. al] 


Duquesne Light states that the FERC proceeding has delayed the establishment of capacity pricing for the delivery period beginning June 1, 2022, and that the market price for capacity will not be known for the full contractual supply period for certain  FPFR supply contracts that Duquesne Light is to procure in September of 2020 under its approved DSP VIII.  Duquesne Light states the 24‑month FPFR supply contracts scheduled for procurement in September 2020 would extend into the 2022/2023 unpriced capacity period.  Duquesne Light further states it will address the procurement of the affected default supply (i.e. the portion of default supply for the period from December 1, 2021 through November 30, 2022, which would otherwise be procured through the September 2020 RFPs) as part of its upcoming DSP IX proposal.  Petition at 2.
Duquesne Light proposes to shorten the terms of these FPFR supply contracts from 24 months to 12 months to mitigate the uncertainty of the capacity prices affecting the current 24-month supply period to be procured in September 2020.  Under Duquesne Light’s proposal, the first FPFR supply contract extending into the 2022/2023 delivery period would not be procured until March of 2021.  Duquesne Light states that this delay would allow additional time for the 2022/2023 capacity price and subsequent capacity prices to be established, or in the alternative, for the development and implementation of a more comprehensive approach with respect to long-term uncertainty in the PJM capacity market.  Duquesne Light also states that in the event that a capacity price is established for the 2022/2023 delivery period before September 1, 2020, such that prospective wholesale suppliers could reasonably incorporate the capacity price into their September 2020 bids for the FPFR supply contracts, Duquesne Light would not truncate the 24-month FPFR supply contracts and would instead procure the 24-month contracts as planned.  
[bookmark: _Hlk43902174][bookmark: _Hlk43902227]Duquesne Light states that its proposal will help ensure that default supply is procured at the least cost to consumers over time, consistent with Section 2807(e)(3.7) of the Electric Generation Customer Choice and Competition Act (Competition Act), 66 Pa. C.S § 2807(e)(3.7), by preserving bid liquidity and reducing the possibility of inflated bidder risk premiums.  Duquesne Light avers that its proposal will maintain a prudent mix of supply contracts as required by the Competition Act, 66 Pa. C.S. § 2807(e)(3.2).  Duquesne Light also states that the proposed change would shift a portion of its default supply from a 24-month to a 12‑month contract, and that such an approach is consistent with their approved DSP VI and DSP VII, both of which relied exclusively on laddered 12-month contracts for Residential and Small C&I default supply.  Duquesne Light submits that the Commission considered and expressly authorized this approach in its DSP VII proceeding.[footnoteRef:3]  Petition ¶¶30, 31. [3:   Opinion and Order entered January 15, 2015, Docket No. P-2014-2418242, at 25-26. ] 

Duquesne Light states that the proposed change is reasonable because it represents the simplest and least disruptive available means of ensuring that its September 2020 RFPs do not include any unpriced capacity periods.  Duquesne Light states that the inclusion of unpriced capacity may diminish the RFPs’ likelihood of success and drive up bidders’ risk premiums, yielding higher default supply prices.  The company states that because it passes through all default supply costs, these results would ultimately be to the detriment of Duquesne Light’s default supply customers.  Duquesne Light also states that an unpriced capacity period may preclude some prospective wholesale suppliers from bidding on the affected supply tranches because of internal risk management policies prohibiting participation in an auction for a product that lacks complete pricing information.  The Company further states that the 2022/2023 unpriced capacity period may affect a “hard stop” that renders some suppliers unable to bid on the affected default supply contract.  Therefore, those wholesale suppliers who are able to bid on a supply tranche that includes an unpriced capacity period may need to incorporate elevated price premiums to account for the increased cost risk.  Petition ¶¶23-26.
Duquesne Light states that other state utility commissions in the PJM footprint have reached similar conclusions and have acted accordingly to eliminate unpriced capacity periods from default supply procurements.  For example, state Commissions in New Jersey and Maryland are considering or have implemented Commission-imposed nonzero proxy capacity prices for the 2022-2023 delivery period and the District of Columbia and Ohio Commissions are considering or have implemented a Commission‑imposed proxy capacity of zero dollars with both scenarios to be reconciled when the market capacity price is ultimately established.  Petition ¶27.

	We agree with Duquesne Light that its proposal to modify its procurement schedule for September 2020 by shortening the contract supply period from 24 months to 12 months will mitigate the uncertainties relating to capacity pricing in the PJM capacity markets in such a way that it will ensure that default supply is procured at the least cost to consumers over time and will maintain a prudent mix of supply contracts as required by the Competition Act.  Accordingly, we approve Duquesne Light’s Petition to Modify the Procurement Schedule for its Default Service Plan for the Period June 1, 2017, through May 31, 2021.  However, approval of this filing does not constitute a determination that this filing is lawful, just, or reasonable, but only that further investigation or suspension does not appear to be warranted at this time; THEREFORE,

	IT IS ORDERED:

[bookmark: _Hlk39211609][bookmark: _Hlk6910845][bookmark: _Hlk39211646]1.	That Duquesne Light Company’s Petition for Approval to Modify its Procurement Schedule for its Default Service Plan VIII for the Period June 1, 2017, through May 31, 2021 is hereby approved.

2.	That a copy of this Order be served on the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate, and the parties of record at Docket No. P-2016-2543140. 

		3.	That this proceeding at Docket No. P-2016-2543140 be closed.

	

[bookmark: _GoBack][image: ]	BY THE COMMISSION,



	Rosemary Chiavetta
	Secretary

(SEAL)
ORDER ADOPTED:  July 16, 2020
ORDER ENTERED: July 16, 2020
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