
 
 

February 19, 2021 
VIA ELECTRONIC FILING 
 
Rosemary Chiavetta, Secretary  
Pennsylvania Public Utility Commission  
Commonwealth Keystone Building  
400 North Street, 2nd Floor North  
P.O. Box 3265  
Harrisburg, PA 17105-3265 
 

RE: Petition of Pike County Light & Power for Approval of Its Default Service Plan 
and Waiver of Commission Regulations and Nunc Pro Tunc Treatment for the 
Period June 1, 2021 through May 31, 2024; Docket No. P-2020-3022988; JOINT 
STIPULATION FOR ADMISSION OF TESTIMONY AND EXHIBITS 
INTO THE EVIDENTIARY RECORD  

 
Dear Secretary Chiavetta: 
 
 Enclosed you will find the Joint Stipulation for Admission of Testimony and Exhibits 
into the Evidentiary Record in the above-referenced matter. Included with the Joint Stipulation 
are the Public Versions of the Testimony and Exhibits and testimony verifications in this matter. 
The parties will file the Highly Confidential versions of their testimony and exhibits under 
separate covers with the Commission. Copies have been served in accordance with the attached 
Certificate of Service. 
 

This Joint Petition is served electronically pursuant to the COVID-19 Suspension 
Emergency Order dated March 20, 2020 and ratified March 26, 2020. 
 
 If you have any questions regarding this filing, please do not hesitate to contact me.  
 

Very truly yours, 
 
/s/ Whitney E. Snyder 
 
Thomas J. Sniscak 
Whitney E. Snyder 
Counsel to Pike County Light & Power Company 

WES/das 
Enclosure 
cc:  Honorable Eranda Vero (via email) 
 Per Certificate of Service  



 

 

CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document upon 

the parties, listed below, in accordance with the requirements of 52 Pa. Code § 1.54 (relating to 

service by a party). 

BY ELECTRONIC MAIL ONLY 
 
Aaron J. Beatty 
David T. Evrard 
Office of Consumer Advocate 
555 Walnut Street 
5th Floor Forum Place 
Harrisburg, PA  17101 
abeatty@paoca.org 
devrard@paoca.org  
 

Sharon Webb, Esquire 
Office of Small Business Advocate 
555 Walnut Street 
1st Floor Forum Place 
Harrisburg, PA  17101 
swebb@pa.gov  
 

Mr. Robert D. Knecht 
Industrial Economics Incorporated 
2067 Massachusetts Avenue 
Cambridge, MA 02140 
rdk@indecon.com 
 

 

 
 
 

/s/ Whitney E. Snyder                
Thomas J. Sniscak 
Whitney E. Snyder 

 
 
Dated this 19th day of February, 2021 
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mailto:devrard@paoca.org
mailto:swebb@pa.gov
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

 
Petition of Pike County Light & Power for  : 
Approval of Its Default Service Plan and   :  P-2020-3022988 
Waiver of Commission Regulations and   : 
Nunc Pro Tunc Treatment for the Period   : 
June 1, 2021 through May 31, 2024   : 
 

_________________________ 
 

JOINT STIPULATION FOR ADMISSION  
OF TESTIMONY AND EXHIBITS INTO THE EVIDENTIARY RECORD 

_________________________ 

TO THE HONORABLE ERANDA VERO: 

This Joint Stipulation for Admission of Testimony and Exhibits into the Evidentiary 

Record ("Joint Stipulation") is entered into by Pike County Light & Power Company (“Pike” or 

“Company”); the Office of Consumer Advocate ("OCA"); and the Office of Small Business 

Advocate (“OSBA”) (hereinafter collectively referred to as the "Joint Petitioners"), by their 

respective counsel, in connection with the above-captioned matter.  The Joint Petitioners 

respectfully request that Administrative Law Judge Eranda Vero admit into the evidentiary record 

of this proceeding the previously distributed written testimony and exhibits prepared by Pike, OCA, 

and OSBA’s witnesses as identified below. In support of this request, the Joint Petitioners aver 

and state as follows: 

1. On November 23, 2020, Pike County Light & Power filed a Petition for Approval 

of its Default Service Plan at Docket No. P-2020-3022988.  The Petition was filed pursuant to 

Section 2807(e) of the Public Utility Code and 52 Pa. Code 54.181-54.190. 

2. The Petition was published in the Pennsylvania Bulletin on December 12, 2020, 

with an Answer/Protest date of December 29, 2020. 
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3. In its Petition, Pike admits that it should have filed this Petition by June 1, 2020, 

and that the nine-month time frame for Commission decision in this proceeding would run after 

the date of expiration of Pike’s current DSP Plan.  Consequently, Pike is requesting nunc pro 

tunc treatment of its filing as well as an expedited proceeding to allow the Commission to decide 

this matter at its May 20, 2021 public meeting. 

4. The proceeding was assigned to Administrative Law Judge Eranda Vero ("ALJ 

Vero") for hearings and issuance of a Recommended Decision.  

5. On December 15, 2020, ALJ Vero issued an Order at the above referenced docket 

requiring Pike to file a written explanation of the reasons that led to the late filing, as well as the 

grounds on which the filing should be granted nunc pro tunc and expedited treatment with the 

Secretary’s Bureau by no later than December 21, 2020.  In compliance with this order, Pike 

filed the required written explanation of the late filing on December 21, 2020. 

6. ALJ Vero’s December 15, 2020 Order also required Pike to file its pre-filed 

written Direct Testimony by no later than December 24, 2020, at 11:00 am.  

7. On December 24, 2020, Pike served PCLP Statement No. 1, the direct testimony 

of Russell Miller in both Highly Confidential and Public format with the following exhibits: 

RM-1 (Public); RM-2 (Highly Confidential); RM-3 (Highly Confidential); and RM-4 (Highly 

Confidential). Also, on December 24, 2020, Pike served PCLP Statement No. 2, the direct 

testimony of Noel Chesser in Public format with the following exhibits: NPC-1 (Public) and 

NPC-2 (Highly Confidential). 

8. On January 5, 2021, an Initial Prehearing Conference was held, establishing the 

litigation schedule for this proceeding. All parties were in attendance. 
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9. On January 25, 2021, the OCA served OCA Statement 1, the direct testimony of 

Serhan Ogur in Public format containing an Appendix A (Public). Also, on January 25, 2021, 

the OSBA served OSBA Statement No. 1, the direct testimony of Robert Knecht in both Highly 

Confidential and Public format with the following exhibits: IEc-1 (public) and IEC-2 (Highly 

Confidential).  

10. On February 1, 2021, Pike served PCLP Statement No. 1R, the Rebuttal 

Testimony of Russel Miller in public format.  

11. Following the service of Pike’s Rebuttal testimony, negotiations took place 

among the parties seeking to achieve a full settlement of the proceeding. 

12. As a result of the afore-mentioned negotiations, the parties were able to agree to 

resolve all issues in the case, resulting in a comprehensive settlement (“Settlement”). 

13. On February 5, 2021, Pike informed Judge Vero that the parties had reached a 

settlement in full and requested that the parties submit the joint petition for settlement with 

statements in support by February 19, 2021. As a result of the settlement, Judge Vero further 

suspended the litigation schedule and canceled the evidentiary hearing scheduled for February 

10, 2021 by the cancellation notice issued on February 9, 2021. 

14. In support of the Settlement, each Joint Petitioner will submit, as an appendix to the 

Joint Petition, individual Statements in Support of the Settlement.  If Administrative Law Judge 

Vero and the Commission approve the terms and conditions set forth in the Joint Petition 

without modification, this matter will be deemed to be fully resolved and no hearings will be 

held in connection with the Pike’s Default Service Plan.   

15. In order to further support the Settlement, the Joint Petitioners hereby stipulate to the 

admission of the following into the evidentiary record: 
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A. PCLP Statement No. 1, the Direct Testimony of Russell Miller in both 

Highly Confidential and Public format with Exhibits RM-1 (Public), RM-

2 (Highly Confidential), RM-3 (Highly Confidential), and RM-4 (Highly 

Confidential); 

B. PCLP Statement No. 2, the Direct Testimony of Noel Chesser Pike in 

Public format with Exhibits NPC-1 (Public) and NPC-2 (Highly 

Confidential); 

C. OCA Statement No. 1, the Direct Testimony of Serhan Ogur in Public 

format containing Appendix A; 

D. OSBA Statement No. 1, the Direct Testimony of Robert Knecht in both 

Highly Confidential and Public format with Exhibits IEc-1 (Public) and 

IEc-2 (Highly Confidential); 

E. PCLP Statement No. 1R, The Rebuttal Testimony of Russell Miller in 

public format. 

F. OCA Statement No. 1-R, the Rebuttal Testimony of Serhan Ogurn in 

Public format.  

16. Copies of the public versions of Testimonies and Exhibits, along with witness 

verifications, are attached hereto for filing with the Commission.  Copies of highly confidential 

materials will be filed under separate cover by each party sponsoring such materials. 

NOW, THEREFORE, desiring to enter into this Joint Stipulation and intending to be bound 

hereby, the Joint Petitioners agree and stipulate to the following with respect to this proceeding: 

A. That, upon the issuance of a separate Order or the inclusion of a provision in the 

Recommended Decision to be issued by Administrative Law Judge Eranda Vero in the above-
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captioned matter approving the Settlement, PCLP Statement No. 1, the Direct Testimony of 

Russell Miller in both Highly Confidential and Public format with Exhibits RM-1 (Public), RM-

2 (Highly Confidential), RM-3 (Highly Confidential), and RM-4 (Highly Confidential); PCLP 

Statement No. 2, the Direct Testimony of Noel Chesser in Public format with Exhibits NPC-1 

(Public) and NPC-2 (Highly Confidential); OCA Statement No. 1, the Direct Testimony of 

Serhan Ogur in Public format containing Appendix A; OSBA Statement No. 1, the Direct 

Testimony of Robert Knecht in both Highly Confidential and Public format with Exhibits IEc-1 

(public) and IEc-2 (Highly Confidential); PCLP Statement No. 1R, the Rebuttal Testimony of 

Russell Miller in Public format; and OCA Statement No. 1-R the Rebuttal Testimony of Serhan 

Ogur in Public format, shall be deemed to be made a part of the official evidentiary record of this 

proceeding and may be used for all proper and legal purposes in support of the Settlement and 

Joint Petition as if hearings had been conducted in this matter; and 

B. By entering into this Joint Stipulation, no Joint Petitioner makes any precedential 

concession or admission as to the correctness or sufficiency of the law, facts, positions or 

assumptions upon which the other Joint Petitioners' testimony statements, exhibits or positions in 

this matter may be based. In addition, the Joint Petitioners agree that this Joint Stipulation may 

not be cited as precedent in any future proceeding, except to the extent required to implement and 

enforce the Joint Stipulation. 
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By their signatures below, the Joint Petitioners agree to the terms of this Joint Stipulation 

and represent that they are authorized to execute this Joint Stipulation on behalf of their 

respective clients/offices. 

Respectfully submitted, 
 
 

___/s/ Whitney E. Snyder___________                 (Dated)  _February 19, 2021_______________ 
Thomas J. Sniscak, Esq., I.D. #33891 
Whitney E. Snyder, Esq., I.D. #316625 
Hawke McKeon & Sniscak LLP 
100 North Tenth Street 
Harrisburg, PA  17101 
Phone: 717-236-1300 
tjsniscak@hmslegal.com 
wesnyder@hmslegal.com 
Counsel for  
Pike County Light and Power Company 

______________________________ 
David Evard, Esquire 
Aaron J. Beatty, Esquire 
Office of Consumer Advocate 
555 Walnut Street 
5th Floor Forum Place 
Harrisburg, PA  17101 
devard@paoca.org 
abeatty@paoca.org  
 

(Dated) _____________________________ 

______________________________ 
Sharon Webb, Esquire 
Office of Small Business Advocate 
555 Walnut Street 
1st Floor Forum Place 
Harrisburg, PA  17101 
swebb@pa.gov  
 

(Dated) _____________________________ 

 

 
 

mailto:devard@paoca.org
mailto:abeatty@paoca.org
mailto:swebb@pa.gov
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By their signatures below, the Joint Petitioners agree to the terms of this Joint Stipulation 

and represent that they are authorized to execute this Joint Stipulation on behalf of their 

respective clients/offices. 

Respectfully submitted, 

 

 

______________________________                 (Dated)  _____________________________ 

Thomas J. Sniscak, Esq., I.D. #33891 

Whitney E. Snyder, Esq., I.D. #316625 

Hawke McKeon & Sniscak LLP 

100 North Tenth Street 

Harrisburg, PA  17101 

Phone: 717-236-1300 

tjsniscak@hmslegal.com 

wesnyder@hmslegal.com 

Counsel for  

Pike County Light and Power Company 

______________________________ 

David Evard, Esquire 

Aaron J. Beatty, Esquire 

Office of Consumer Advocate 

555 Walnut Street 

5th Floor Forum Place 

Harrisburg, PA  17101 

devard@paoca.org 

abeatty@paoca.org  

 

(Dated) _____________________________ 

/s/ Sharon E. Webb__________________ 

Sharon Webb, Esquire 

Office of Small Business Advocate 

555 Walnut Street 

1st Floor Forum Place 

Harrisburg, PA  17101 

swebb@pa.gov  

 

(Dated) February 19, 2021 
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PCLP Testimony 
Verifications of 

Russell Miller 
Noel Chesser 

P-2020-3022988 



BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Petition of Pike County Light & Power for : 
Approval of Its Default Service Plan and : P-2020-3022988 
Waiver of Commission Regulations and : 
Nunc Pro Tunc Treatment for the Period : 
June 1, 2021 through May 31, 2024 : 

______________________________ 

PIKE COUNTY LIGHT AND POWER COMPANY’S 
TESTIMONY VERIFICATION OF  

RUSSELL MILLER 
_______________________________ 

I, Russell Miller, hereby certify that I am the Vice President of Energy Supply & Business 

Development for Pike County Light and Power Company, and that, in such capacity, I provided 

testimony and exhibits as a witness in the above-captioned matter.   

I hereby verify that I have provided the following written testimony and exhibits for 

admission into the record and that these documents were prepared by me and under my 

supervision: 

• Direct Testimony of Russell Miller (PCLP Statement No. 1) in both Highly
Confidential and Public format with exhibits RM-1 (Public), RM-2 (Highly
Confidential), RM-3 (Highly Confidential), and RM-4 (Highly Confidential); and

• Rebuttal Testimony of Russell Miller (PCLP Statement No. 1R), with no exhibits.

I certify that the facts set forth in the testimony are true and correct to the best of my 

knowledge, information and belief; that if I were asked the questions contained therein today that 

my answers would remain the same.  I understand that the statements made in my testimony are 

subject to the penalties at 18 Pa C.S. § 4909 related to the unsworn falsification to authorities.   

Date: 2/19/21 ___________________________________ 
Russell Miller 
VP of Energy Supply & Business Development 
Pike County Light and Power Company 



BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Petition of Pike County Light & Power for : 
Approval of Its Default Service Plan and : P-2020-3022988 
Waiver of Commission Regulations and : 
Nunc Pro Tunc Treatment for the Period : 
June 1, 2021 through May 31, 2024 : 

______________________________ 

PIKE COUNTY LIGHT AND POWER COMPANY’S 
TESTIMONY VERIFICATION OF  

NOEL CHESSER 
_______________________________ 

I, Noel Chesser, hereby certify that I am employed by Enel X as the Principal Energy 

Advisor in the Global Supply Advisory Service Group and that, in such capacity, I have been 

retained by the Pike County Light and Power Company (“Pike”) as an expert witness in the above-

captioned matter for the purposes of providing testimony and exhibits on Pike’s behalf.  

I hereby verify that I have provided the following written testimony and exhibits for 

admission into the record and that these documents were prepared by me and under my 

supervision: 

• Direct Testimony of Noel Chesser (PCLP Statement No. 2) in Public format with
exhibits NPC-1 (Public) and NPC-2 (Highly Confidential).

I certify that the facts set forth in the testimony are true and correct to the best of my 

knowledge, information and belief; that if I were asked the questions contained therein today that 

my answers would remain the same.  I understand that the statements made in my testimony are 

subject to the penalties at 18 Pa C.S. § 4909 related to the unsworn falsification to authorities.   

Date:  February 19, 2021 ___________________________________ 
Noel Chesser 
Enel X – Principal Energy Advisor 



Public Testimony of 
Russell Miller 

PCLP Statement No. 1 with 
public exhibits 

PCLP Statement No. 1R 



PCLP Statement No. 1 

BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Petition of Pike County Light & Power 
Company for Approval of Its Default Service 
Plan and Waiver of Commission Regulations 
and Nunc Pro Tunc Treatment for the Period 
June 1, 2021 through May 31, 2024 

:
:
:
:

Docket No. P-2020-3022988 

PUBLIC VERSION 

DIRECT TESTIMONY  

OF 

RUSSELL MILLER, 

VICE PRESIDENT OF ENERGY SUPPLY & BUSINESS DEVELOPMENT 

ON BEHALF OF 

PIKE COUNTY LIGHT & POWER COMPANY 

Dated:  December 24, 2020 



PCLP Statement No. 1 
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I. WITNESS BACKGROUND 1 

Q. What is your name, position, and business address. 2 

A. Russell Miller, Vice President of Energy Supply & Business Development, Pike County 3 

Light & Power Company (Pike).  My business address is Corning Natural Gas Holding 4 

Corporation, 330 West William St., Corning, NY 14830. 5 

Q. What are your responsibilities as the Vice President of Energy Supply & Business 6 

Development at Pike? 7 

A. As Vice President of Energy Supply and Business Development, I am responsible for gas 8 

& electric supply procurement, Pennsylvania Alternative Energy Portfolio Standards 9 

compliance, Electric Generation Supply (EGS) interface, New York Independent System 10 

Operator (NYISO) and PJM Generation Attribute System (PJM GATS) reporting.  11 

Additional responsibilities include development of future alternate gas and electric supply 12 

alternatives, franchise expansions and continued development of the Default Service Plan.  13 

I also manage the Information Technology Department for Pike. 14 

Q. Please describe your educational and employment history. 15 

A. I have over 25 years of experience in the natural gas industry and strong management 16 

experience.  I began my career with the United States Navy, where I served as a Missile 17 

Technician onboard a nuclear submarine.  I have a B.S. in Telecommunications from 18 

Empire State College and training in electrical and mechanical engineering from Rochester 19 

Institute of Technology.  From 1987 through 2004, I was employed by Corning Natural 20 

Gas Corporation (“CNG”), where I began as a draftsman, transitioned to a gas supply 21 

manager and then served as Vice President of operations.  From 2004 through 2006, I was 22 
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employed as an industrial account manager for Sprague Energy Corp. located in 1 

Portsmouth, New Hampshire.  From 2006 until June 2008, I was employed by IBM, as 2 

energy distribution manager where I managed a team of energy buyers.  I rejoined CNG as 3 

its director of gas supply and marketing in June 2008, and was appointed its Vice President 4 

– gas supply and marketing in December 2009.  I was appointed Vice President  – energy 5 

supply and business development of Corning Natural Gas Holding Company (CNGHC) in 6 

April 2014.  I have served as Managing Director of Leatherstocking Gas since November 7 

2010.  I also serve as a Vice President of Corning Natural Gas Appliance Corporation, and 8 

as a director on the boards of Leatherstocking Gas and Leatherstocking Pipeline Company, 9 

LLC and Pike County Light & Power. 10 

II. Purpose of Testimony 11 

Q.  Could you please summarize your testimony? 12 

A. The testimony I have developed describes Pike’s plan to continue to integrate a financial 13 

hedge option for a portion of its electric supply portfolio.  The financial hedge will be 14 

utilized as a tool to dampen the price volatility that could affect Pike’s customers.  Pike is 15 

proposing a nearly identical financial hedging strategy to its prior DSP Plan, which was 16 

the result of a settlement of all of the parties to Pike’s prior DSP case that the Commission 17 

approved without modification. 18 

III.  Pike Background 19 

Q. Could you please generally describe Pike’s electric division? 20 

A.  Pike is a jurisdictional electric distribution company (EDC) serving approximately 4,851 21 

residential and commercial customers in Pike County, Pennsylvania.  For calendar year 22 
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2019, the electric requirements of customers in the Company’s service territory were 1 

77,072 MWh, with a peak demand of approximately 17.5 MW.  Pike provides transmission 2 

and distribution services, and electric generation suppliers (EGS) provide generation 3 

services to approximately 27 percent of Pike’s customers.  Pike is a wholly-owned 4 

subsidiary of CNGHC and receives all of its electricity through two 34.5 kV radial circuits 5 

that cross the Delaware River from Port Jervis, New York.  Pike is distinctive among 6 

Pennsylvania EDCs as it is part of the NYISO control area, not the PJM Interconnection, 7 

LLC (PJM). 8 

Q. Is Pike unique compared to other Pennsylvania EDCs? 9 

A. Yes, Pike is unique compared to other Pennsylvania EDCs especially concerning 10 

circumstances regarding its default supply because of its modest customer and load size as 11 

described above, a history of a significant amount of its customer receiving generation 12 

supply from electric generation suppliers (approximately 27%), and Pike’s connection to 13 

the NYISO instead of PJM.  In addition, Pike is not at this time a Load Serving Entity 14 

(LSE) in the NYISO.  An LSE is an entity authorized by the NYISO to supply Energy, 15 

Capacity and/or Ancillary Services to retail customers, including an entity that takes 16 

service directly from the ISO to supply its own load.  Pike would need to become a LSE 17 

before it could fully participate in the NYISO market. 18 

Q. When did CNGHC acquire Pike? 19 

A. CNGHC acquired Pike in 2016 from Orange and Rockland Utilities, Inc. (O&R) pursuant 20 

to an August 11, 2016 Commission Order at Docket Nos. A-2015-2517036 et al. 21 

(Acquisition Order).  That Order approved a settlement between the parties, including the 22 

Office of Consumer Advocate and the Office of Small Business Advocate.  The 23 
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Acquisition Order, inter alia, approved an Electric Supply Agreement (ESA) between Pike 1 

and O&R and, as a term of the settlement, required Pike to conduct an alternative supply 2 

study (Study), which was completed and submitted to the Commission, the OCA, and the 3 

OSBA on February 28, 2018.  The ESA is included as Exhibit RM-1 to my testimony and 4 

relevant portions of the Study1 are included as Exhibit RM-2 (Highly Confidential) to my 5 

testimony.  This is Pike’s second default service plan proceeding under CNGHC’s 6 

ownership. 7 

Q. Could you please describe Pike’s past default supply procurement? 8 

A. In the past and prior to its last DSP case, Pike, under O&R’s ownership, determined that 9 

the best default supply procurement strategy for Pike’s default supply customers was to 10 

procure supply solely from the spot market, without any longer-term contracts or financial 11 

hedging strategy.  Both the Commission and the Commonwealth Court approved this 12 

strategy over the objections of the OCA, which had recommended either longer-term 13 

contracts for some portion of Pike’s supply or using a financial product for some degree of 14 

hedging to protect default customers from the volatility of pricing in the NYISO spot 15 

market.   16 

Q. What happened in Pike’s last DSP proceeding? 17 

A. In its last DSP proceeding, Pike decided to propose a financial hedging strategy as part of 18 

its default service procurement.  The parties eventually reached a settlement that set out the 19 

terms of a financial hedging strategy.  The Commission approved the settlement without 20 

modification. 21 

 
1 The Study also considered alternatives for gas supply, which contained Confidential Security Information.  Those 
portions of the Study are not relevant here and are not included in the exhibit. 
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IV. Pike’s Proposed Default Supply Procurement Strategy 1 

Q. In this proceeding, how does Pike propose to procure default supply? 2 

A. Pike proposes to continue to acquire electric supply through the NYISO spot market 3 

pursuant to the terms of the Commission-approved ESA (Exhibit RM-1).  Pike also 4 

proposes to engage in a financial hedging strategy substantially similar to the strategy the 5 

parties agreed to in the prior DSP proceeding and the Commission approved.  The financial 6 

hedging provides a degree of pricing stability for its default supply customers. 7 

Q. What are the terms of the ESA? 8 

A. The ESA, which the Commission approved as part of CNGHC’s acquisition of PIKE, 9 

allows Pike to procure electric supply from O&R.  The ESA’s initial term ended on August 10 

31, 2019, with an option for three (3) one (1) year extensions upon 30 days written notice 11 

to O&R.  Pike renewed the ESA through 2022.  The electric supply service charges under 12 

the agreement are determined based on the following: 13 

(i) Supply cost - based on Pike’s load-based allocated portion of O&R’s 14 

monthly NYISO charges for energy, capacity and all other NYISO charges for the 15 

applicable month subject to subsequent NYISO true-ups.   16 

(ii) Carrying cost - to reflect O&R’s cost of maintaining and operating the 17 

physical infrastructure of O&R required to deliver electric supply to Pike.  The 18 

monthly charge is $48,973 for the first year, and then escalates annually thereafter 19 

at 5%. 20 

(iii) Service Fee – monthly service fee of $2,250 for the first year, and then 21 

escalates annually thereafter at 5%. 22 
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Q. What will Pike do when the current ESA expires? 1 

A.   Pike is currently negotiating a new ESA with Orange & Rockland.  Pike intends and 2 

believes that it will execute a new ESA in mid-January 2021.  As soon as the new ESA is 3 

executed, Pike will update its testimony to provide the contract as an exhibit and explain 4 

the terms so the Commission can approve it as part of this proceeding.  Pike believes the 5 

new contract will have substantially similar terms as the current ESA. 6 

Q. Why did Pike propose to change its past practice and implement financial hedging? 7 

A. The Acquisition Proceeding brought to light OCA’s ongoing concern with price volatility 8 

for residential customers.  Pike’s current management, after considering the Study results 9 

and ongoing discussions with OCA and its consultant EnerNOC (subsequently renamed 10 

Enel X), was persuaded that adding a financial hedge to promote pricing stability is best 11 

for its default customers and meets the Commission’s standards for default supply 12 

procurement.  The Study stated:   13 

The volatility of day ahead market prices, even averaged to produce 14 
a quarterly standard offer price, are not well suited for residential 15 
and small commercial customer budgets who generally seek stable 16 
prices. 17 
These customer classes do not have the budget flexibility that larger 18 
commercial and institutional organizations have. 19 

Q. What did the Study conclude in terms of alternatives? 20 

A. The Study examined various alternate supply options, but at this time the only viable option 21 

for Pike is a financial hedge.  The Study first considered whether it would be prudent for 22 

Pike to interconnect with PJM given the historically lower prices in the PJM market.  The 23 

Study concluded this is not an economic option given the significant costs of 24 

interconnection and the decreasing delta between PJM and NYISO prices.  The Study then 25 
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examined how other Pennsylvania EDCs procure default supply, indicating that other 1 

EDCs use laddered full requirements fixed rate contracts for a portion of their supply.  2 

However, given that Pike is only interconnected to the NYISO through O&R, and is not 3 

currently a load-serving entity on the NYISO, Pike cannot procure its own energy supply 4 

contracts.  As the Study suggested, Pike explored the potential of longer-term supply 5 

contracts with O&R, but was unsuccessful in this effort.  Pike also has explored becoming 6 

an LSE in the NYISO, but has been unable to implement this process to date.  Finally, the 7 

Study suggested that Pike consider financial instruments to promote pricing stability.   8 

Q. What are the details of Pike’s proposed financial hedging strategy? 9 

A. The hedging strategy provides both flexibility and gradualism.  Essentially, Pike is buying 10 

a financial product that acts as a fixed rate for a portion of its supply, ie., the hedge will 11 

convert portions of the energy purchased from spot market rates to fixed rates.  The 12 

specifics of the hedging strategy are described in more detail by Mr. Noel Chesser, Pike’s 13 

consultant at Enel X (formerly EnerNOC).  The differences between the proposed plan and 14 

the 2019-2021 plan are: 15 

• The 2021-2024 plan is proposed for three years instead of two, resulting in lower 16 

legal and regulatory costs and efficiency. 17 

• The 2021-2024 plan modifies dates of hedging for PY 2022 and 2023 to ensure 18 

Commission approval prior to hedge date execution. 19 

• The 2021-2024 plan removes optional hedging of additional quantities that is 20 

dependent upon more granular usage and load shape data that Pike is unable to 21 

obtain. 22 
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Q. How will Pike implement this strategy? 1 

A. Pike will work with its consultant, Enel X, to implement hedges.  Enel X assisted Pike with 2 

implementing its hedging strategy approved in the last DSP proceeding. 3 

Q. Does Pike believe this hedging strategy is good for default supply customers? 4 

A. Yes, at this time, Pike believes default supply customers benefit from increased pricing 5 

stability by essentially fixing the price of a portion of Pike’s supply.  Under the ESA, 6 

energy prices are passed through based on hourly rates which are subject to volatility driven 7 

by market conditions.  While hourly rates have, for the most part, been lower than forward 8 

market rates (fixed rates for future delivery periods) over the last three years, in January 9 

2018 hourly rates were very high which resulted in a spike in rates for Pike’s default service 10 

customers.  The bulk of Pike’s default service customers are residential, where stable 11 

electric prices are better suited for household budgets.  Hourly prices over time do not 12 

provide the level of price stability preferred by household budgets.  While it is impossible 13 

to predict spot market prices in the future (and thus impossible to determine in any default 14 

supply scenario whether a fixed-rate will be the lowest cost for customers over time or 15 

whether the volatile spot market will over time be the lowest cost) the Commission also 16 

considers a degree of stability important in default supply pricing.  Pike believes its strategy 17 

will bring the benefit of stability while still being market responsive since it will not hedge 18 

the full portion of its default supply and will retain flexibility to monitor the market and 19 

execute hedges when and in the amount in which it appears prudent to do so.  Pike will 20 

also rely on the expertise of its consultant Enel X. 21 
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Q. What counterparties are available to Pike for its hedging strategy? 1 

A. [BEGIN HIGHLY CONFIDENTIAL]  2 

 [END HIGHLY 3 

CONFIDENTIAL] Pike executes an International Swaps and Derivatives Association, 4 

Inc. (ISDA) Master Agreement with each counter-party.  This Agreement does not bind 5 

Pike to actually enter into any transactions with a counter-party nor does it bind Pike to 6 

only engaging in hedging transactions with a counter-party.  Pike will continue to consider 7 

and seek additional counterparties. 8 

 9 

Q. Did Pike implement any hedges during the course of the 2019-2021 Plan? 10 

A. Yes.  Pike implemented one hedge.  The financial hedge is an energy swap, whereby Pike 11 

pays its counterparties a set price based on forward market pricing (within the limits set 12 

forth in the confidential portions of the Settlement) for a set quantity of energy. In return, 13 

the counter-party pays Pike the spot price of the energy.  Thus, if the spot market price of 14 

energy is lower than forward market prices, Pike pays more for its energy than spot market 15 

prices. If spot market prices are greater than the contract price, Pike still pays the contract 16 

price instead of the higher spot market prices it would otherwise receive. Thus, as spot 17 

market prices fluctuate, Pike’s price for a subset of its default energy supply is constant, 18 

resulting in price stability. The settlement amounts of that hedge are included as Exhibit 19 

RM-3 (Highly Confidential) to my testimony.  I have included as Exhibit RM-4 (Highly 20 

Confidential) the report on this hedge that Pike submitted to the Commission and other 21 

parties to Pike’s last DSP Proceeding. 22 
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Q. What is the time-period of Pike’s proposed default supply plan? 1 

A. Pike is proposing a three-year plan (June 2021 – May 2024).  I note that the OSBA, in its 2 

prehearing memorandum in the prior DSP proceeding, suggested that Pike consider 3 

implementing its plan for a longer time-period to decrease costs to customers of submission 4 

and approval of plans.  Pike agrees.  Pike has explored other options such as long-term 5 

contracting and becoming an LSE, but those have not yet come to fruition.  The small size 6 

of Pike’s load makes it difficult to obtain counterparties for long-term contracts. 7 

V. Alternative Energy Portfolio Standards (AEPS) Credits 8 

Q. How does Pike currently obtain AEPS credits? 9 

A. Pike’s current plan allows Pike to meet its AEPS requirements via a competitive 10 

solicitation process, the timing of which is dictated by market conditions.  Pike recovers 11 

costs related to AEPS compliance from its default service customers through its default 12 

service recovery mechanism.   13 

Q. What are Pike’s requirements under AEPS? 14 

A.  Pike’s requirements under AEPS are that qualifying renewable energy credits (RECs) 15 

must be purchased in quantities determined by AEPS designated percentages of Pike’s DSP 16 

actual load for each AEPS fiscal year (June 1 through May 31).  There are separate 17 

percentage requirements for Tier 1 non solar, Tier 2 and solar.   The Renewable Energy 18 

Credits (RECs) purchased must be recorded and retired against the fiscal year obligation 19 

in PJM’s GATS.  Failure to meet the reporting requirement will trigger an alternative 20 

compliance payment, which historically has been higher than the cost of complying via 21 

REC purchases. 22 
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Q. How does Pike propose to obtain AEPS credits for its 2021 DSP Plan? 1 

A. Pike proposes to continue its current practice and solicit various brokers and counterparties 2 

to procure credits.  It will compare prices offered for credits and purchase sufficient credits 3 

to meet the AEPS requirements from the supplier with the lower offer price.  Pike notes 4 

that it has obtained AEPS credits directly from brokers in the past (2017), and for 2018, 5 

AEPS credits were procured with the help of Enel X.  Pike utilized Enel X for procurement 6 

assistance in 2019 and 2020.  Pike may utilize either strategy for 2021-2024.   7 

VI. Rate Design 8 

Q. What is Pike’s current default supply customer rate design? 9 

A. Pike’s current market priced default service mechanism is based on flat rates per kWh for 10 

each of its default service classes.  The default service rates are comprised of two 11 

components: (1) the Market Price of Electric Supply, and (2) the Electric Supply 12 

Adjustment Charge.  The Market Price of Electric Supply is determined quarterly based on 13 

the Company's forecast of the wholesale supply costs for the quarter, and reflects the 14 

Company's expected procurement costs from the NYISO.  Annually, service classification 15 

specific factors are developed to reflect each service classification's load characteristics, 16 

capacity obligation, forecast sales and applicable losses.  These factors are applied to the 17 

quarterly forecast of the Company's default service cost per kWh to determine class-18 

specific Market Prices of Electric Supply.  Each Market Price of Electric Supply is then 19 

increased to permit the recovery of the Pennsylvania Gross Receipts Tax. 20 
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Q. How is the Electric Supply Adjustment Charge calculated? 1 

A. The Electric Supply Adjustment Charge is calculated quarterly to reconcile the monthly 2 

over- or under-collections of the prior three months to be reconciled.  After each month, 3 

Pike compares its actual default service costs for the month against default service 4 

revenues.  Default service costs include all actual costs related to the procurement of 5 

energy, capacity, and ancillary services, including any prior period reconciliation costs.  6 

Default service revenues include recoveries of the Market Price of Electric Supply and the 7 

prior period Electric Supply Adjustment Charge. 8 

For each month, actual default service costs are divided by the total actual default 9 

service sales for the month being reconciled to determine the overall average rate that 10 

would have made the Company whole for the month, on an aggregate basis.  The resulting 11 

average rate is then utilized to estimate the over- or under-collection applicable to each 12 

service classification.  The resulting service classification-specific over- or under-13 

collections will be added together for the three months being reconciled and are divided by 14 

estimated service classification-specific default service sales for the quarter in which the 15 

Electric Supply Adjustment Charges will be billed.  The resulting service classification-16 

specific Electric Supply Adjustment Charges are then increased to permit recovery of 17 

Pennsylvania Gross Receipts Tax. 18 

Q. Are there price limitations for the Electric Supply Adjustment Charge? 19 

A. Yes. For any given quarter, the Electric Supply Adjustment Charges, including Gross 20 

Receipts Tax, shall not exceed a charge or a credit of 2.0 cents per kWh.  In the event the 21 

2.0 cents per kWh cap is reached, any remaining over- or under-collection balance is 22 

included in the subsequent quarter's Electric Supply Adjustment Charges to the extent 23 
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possible within the 2.0 cents per kWh cap.  Interest on under-collections is determined at 1 

the legal rate of interest pursuant to Pennsylvania law.  Interest on over-collections is 2 

determined at the legal rate of interest plus two percent. 3 

Q. Did the terms of the last DSP proceeding settlement place any limitation on recovery 4 

of Pike’s costs? 5 

A. Yes.  Pike was permitted to recover up to $48,000 per plan year for outside consulting costs 6 

related to the hedging program in its default service tariff charges. 7 

Q. What is Pike’s proposed default customer rate design? 8 

A. Pike proposes to implement the same customer rate design.     9 

VII. Additional Waivers Requested 10 

Q. What other waivers has Pike requested? 11 

A. 52 Pa. Code § 54.185(g), provides that: “For DSPs with less than 50,000 retail customers, 12 

the Commission will grant waivers to the extent necessary to reduce the regulatory, 13 

financial or technical burden on the DSP or to the extent otherwise in the public interest.”  14 

In the past, the Commission has found waivers of the regulations Pike requests here to meet 15 

this standard.  Pike requests waivers related to two issues: (1) schedules and technical 16 

requirements for bid solicitations, spot market purchases, agreements and forms; and (2) 17 

procurement plan standards. 18 

Q. What are the requested waivers related to schedules and technical requirements for 19 

bid solicitations, spot market purchases, agreements and forms? 20 

A. Sections 54.185(e)(2) (referring to § 54.186), 54.185(e)(6), and Section 69.1807(3).  These 21 

provisions require detailed schedules and technical requirements for competitive bid 22 
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solicitations and documents that would be unduly burdensome and expensive for Pike to 1 

create and use.  Pike has described the competitive process it will implement in my 2 

testimony and in greater detail in Mr. Chesser’s testimony.  Pike believes its plan meets 3 

the spirit of these regulations without imposing the unduly burdensome and expensive 4 

technical requirements of the letter of the regulations and as such waiver is in the public 5 

interest. 6 

Q. What are the requested waivers related to procurement plan standards? 7 

A. Sections 69.1805. 69.1805(1), 69.1805(2) and 69.1805(3).  These provisions relate to the 8 

“prudent mix” standard for supply procurement and breaks down the procurement by 9 

customer class.  As discussed above, at this time Pike’s best option for its default customers 10 

is to continue to procure spot market energy, while implementing a financial hedging 11 

strategy.  Due to Pike’s small load, this would be applied across all customer classes.  As 12 

the Commission has previously found, due to Pike’s unique characteristics discussed 13 

above, waiver of these regulations is in the public interest and Pike’s spot market 14 

purchasing fulfills the prudent mix standard. 15 

 16 

Q.  Does that conclude your testimony at this time? 17 

A.  At this time, yes.  I reserve the right to provide additional testimony if that becomes 18 

necessary at a later time. 19 
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Q. What is the purpose of your Rebuttal Testimony? 1 

A. First, I will address the recommendations that the Office of Consumer Advocate (OCA) 2 

and the Office of Small Business Advocate (OSBA) presented in their Direct Testimony.  3 

In short, Pike does not take issue with any of the recommendations and is willing to 4 

implement them in its Default Service Plan (DSP).  Second, I will provide an update on 5 

negotiations of the next Electric Supply Agreement (ESA II) with Orange and Rockland 6 

(O&R). 7 

Q. What recommendations did OCA make? 8 

A. The OCA, via their witness Serhan Ogur, Ph.D. made three recommendations to modify 9 

Pike County Light & Power Company’s (Pike) proposed DSP.  He recommends: 10 

• Pike increase the percent of its load that it hedges to target a hedge of 75%;  11 

• Pike implement overhanging hedges, such that hedges will be procured for the June 12 

1, 2024 – May 31, 2025 delivery period during 2023; 13 

• Pike modify its default service charge reconciliation mechanism from a quarterly 14 

reconciliation to a six-month/twelve-month reconciliation where cost recovery of 15 

over- or under-collections occurring over a six-month period would be collected 16 

over the subsequent 12-month period.   17 

Q. What recommendation did OSBA make? 18 

A. The OSBA, via their witness Robert Knecht made one recommendation regarding the 19 

timing of procurement of the proposed financial hedges.  He proposes that Pike procure its 20 

financial hedges for Plan Years 2 and 3 much closer to the time of delivery.  Specifically, 21 

he recommends for Plan Year 2 (2023) the hedges be procured in October 2021 and April 22 
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2022.  For Plan Year 3 (2024), he recommends hedges be procured in October 2022 and 1 

April 2023. 2 

Q. Is Pike willing to implement these recommendations? 3 

A. Yes.  Pike has reviewed each of these recommendations including with its consultant Enel 4 

X.  Pike takes no issue with any of these recommendations and is willing to modify its 5 

proposed DSP to implement each of them.   6 

Q. What updates do you have regarding ESA II? 7 

A. By way of background, Pike currently has an ESA with O&R to procure its electric supply 8 

for default service that expires in August of 2022.  ESA II will have substantially similar 9 

terms to ESA I.  I have been negotiating ESA II with O&R and these negotiations have 10 

taken longer than expected.  Accordingly, I do not expect to be able to submit ESA II for 11 

approval in this proceeding prior to the date for issuance of a recommended decision.  12 

Instead, after consulting with counsel for Pike, I am proposing the following procedure:  13 

Pike will submit ESA II for Commission review no later than April 1, 2022 via petition 14 

that includes supporting reasons for approval of ESA II.  The Petition will be served on the 15 

OSBA and OCA.  To the extent either OSBA or OCA objects to ESA II within 60 days of 16 

service, the matter will be set for hearing and decision so that decision can be reached prior 17 

to August 2022.  To the extent no party objects to ESA II, the matter will be decided directly 18 

by the Commission. 19 

Q: Does this conclude your testimony? 20 

A: Yes. 21 

 22 



 
 
 
 

Public Testimony of 
Noel Chesser 

 
PCLP Statement No. 2 with 

public exhibit 



PCLP Statement No. 2 

BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

 
 
Petition of Pike County Light & Power 
Company for Approval of Its Default Service 
Plan and Waiver of Commission Regulations 
and Nunc Pro Tunc Treatment for the Period 
June 1, 2021 through May 31, 2024 

: 
: 
: 
: 

    : 

 
 
Docket No. P-2020-3022988 

 
 
 
 
 
 

 
PUBLIC VERSION 

 

DIRECT TESTIMONY  
 

OF 
 

NOEL CHESSER 
 
 

ON BEHALF OF 
 

PIKE COUNTY LIGHT & POWER COMPANY 
 
 
 
 

 
 
 
 
 
Dated:  December 24, 2020 
 

 

 



PCLP Statement No. 2 

2 

Q. Please state your name and business address. 1 

A.   My name is Noel P. Chesser, and my business address is 1414 Key Highway, Suite 200 2 

M, Baltimore, MD 21230.  3 

 4 

Q. By whom are you employed and in what capacity? 5 

A. I am employed by Enel X, formerly EnerNOC, Inc., where I hold the position of Principal 6 

Energy Advisor in the Global Supply Advisory Services Group.  In that position, I provide 7 

supply advisory and procurement services for large commercial and institutional 8 

customers.  Enel X was retained by Pike to review options for their default service plan 9 

(DSP) and to support ongoing implementation of the plan once approved by the 10 

Commission. I supported the development and implementation of Pike’s 2019-2021 plan. 11 

 12 

Q. Please briefly outline your educational and business experience. 13 

A. In 1980, I graduated from Loyola College Maryland with a Bachelor of Arts degree in 14 

Accounting, and, in 1986, earned an M.B.A. in Finance from Fordham University, New 15 

York City.  During this time, I earned a CPA in Maryland and New York.  Since 2003, I 16 

have been providing energy supply consulting services to commercial and institutional 17 

organizations.  My work includes educating customers on energy markets including how 18 

they are structured, how they work and the options for participating in those markets.  Upon 19 

completion of the initial customer education process, I work with customers to develop 20 

customized energy procurement and risk management strategies best suited to meet their 21 

business objectives.  This includes developing energy purchase structures/programs, 22 

hedging strategies, tariff evaluation, leveraging client energy assets and distributed 23 
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generation technologies where appropriate.  Customers served include large institutional 1 

customers and consortiums who purchase up to 1.7 million MWhs and 2.5 bcf of natural 2 

gas annually.  I have advised and assisted a large university in becoming its own load 3 

serving entity (LSE) behind PJM (600,000 MWhs annually) and continue to advise this 4 

customer on an ongoing basis.  This engagement included helping the customer establish 5 

counterparty agreements to enable them to execute financial hedges for their energy 6 

consumption.  Prior to 2003, I was engaged in managing manufacturing and recycling 7 

businesses and prior to that was in the commercial banking sector in various roles as 8 

financial analyst and balance sheet asset & liability manager.  My CV is attached as Exhibit 9 

NPC-1. 10 

 11 

Q. Have you ever previously sponsored testimony before the Pennsylvania Public Utility 12 

Commission (“Commission”) or any other state utility commission? 13 

A. Yes.  I provided testimony in Pike’s prior DSP proceeding at Docket No. P-2018-3002709. 14 

 15 

Q. What is the purpose of your testimony in this proceeding? 16 

A. I am testifying as to Pike County Light and Power Company’s (“Pike”) proposed Energy 17 

Price Hedge Strategy as part of its default service plan (“DSP”).  I was the principal author 18 

of the strategy.  My testimony is supportive of the testimony of Russell Miller. 19 

 20 

Q. Why is Pike proposing the Energy Price Hedge Strategy? 21 

A. The primary goal of the Energy Price Hedge Strategy is to increase price stability for its 22 

default service customers while proving the least cost to customers over time.  This is 23 
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consistent with Act 129 of 2008, 66 Pa. C.S. §§ 2807(e)(3.1)-(3.7), which seeks to ensure 1 

the availability to all Pennsylvanians of “adequate, reliable, affordable, efficient and 2 

environmentally sustainable electric service at the least cost, taking into account any 3 

benefits of price stability over time.”  Act 129 further declares that it is in the public interest 4 

to adopt “energy procurement requirements designed to ensure that electricity obtained 5 

reduces the possibility of electric price instability.”   6 

 7 

Q. Describe the proposed Energy Price Hedge Strategy. 8 

A. The hedging strategy is substantially similar to the strategy in the Commission-approved 9 

settlement of Pike’s last DSP proceeding.  The overall strategy is to build price stability by 10 

reducing the amount of energy purchased on the spot market over time and avoiding single 11 

point market exposure, i.e., making a fixed price commitment for 100% of the overall target 12 

hedge percentage (%) at a single point in time.  This will be accomplished by layering 13 

financial hedges, with each hedge execution date staggered.  The level of fixed-price 14 

commitments will increase for each time period as its draws closer to plan year.  The 15 

strategy contains the same pricing parameters as the prior proceeding.  The details of the 16 

hedging strategy are confidential, and I have included them as Exhibit NPC-2 (Highly 17 

Confidential) to my testimony.  This document was included with Pike’s Petition as 18 

Appendix B. 19 

 20 

Q. What is the basis for the hedge percentages?  21 

A. Enel X reviewed average monthly spot market prices for the five (5) year calendar period, 22 

2013 thru 2020.  While the average monthly spot market prices were for the most part 23 
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lower than the then forward market prices, especially over the last two years, there were 1 

periods, most notably winter months of 2013, 2014, 2015 and 2018, where spot market 2 

prices were considerably higher.  To balance the benefits of lower cost spot market 3 

purchases while capping the exposure to spot market volatility a minimum hedge target of 4 

50% was determined.  The maximum hedge percentage target was established to provide 5 

the opportunity for Pike to lock in energy prices during periods of historically low forward 6 

prices.  The overall mix of one and two year fixed rate hedge contracts combined with spot 7 

market purchases is consistent with Act 129 and the Commission’s regulations that default 8 

service must meet.  This includes a prudent mix of spot market purchases, short-term 9 

contracts and long-term purchase contracts designed to ensure adequate and reliable service 10 

at the least cost to customers over time.   11 

 12 

Q. Regarding the hedge Pike was able to execute in its 2019-2021 DSP plan, did this 13 

provide price stability? 14 

A. During the delivery period covered by the executed hedge (November 2019 thru September 15 

2020), spot market prices experienced a downward trend and average monthly spot market 16 

prices for calendar years 2019 and 2020 were lowest on record since 2007.   As a result, 17 

the hedge served to increase DSP prices relative to if the hedge were not executed. 18 

 19 

Q. How are financial hedge costs incurred and accounted for? 20 

A. As detailed in Mr. Russell Miller’s testimony, Pike will enter into counterparty agreements 21 

(ISDA’s) with qualified counterparties who offer financial hedge products, namely fixed 22 

rate energy swaps.  Executing counterparty agreements in itself does not obligate Pike to 23 
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enter into financial commitments or transactions.  Entering into counterparty agreements 1 

allows Pike to execute financial hedge transactions to convert portions of energy currently 2 

purchased on the spot market to fixed rates for energy supplied to the default service 3 

customers.  Under a fixed rate energy swap, Pike agrees to pay or receive payment from 4 

the counterparty the difference between the agreed upon hedge (fixed) price ($/MWh) for 5 

the quantity (MWhs) hedged (Pike pays fixed rate) and the hourly spot market price 6 

($/MWh) (Counterparty pays spot market rate).  This contract for differences arrangement 7 

is settled on a monthly basis.  Within a few days after the calendar month end, each 8 

Counterparty provides Pike with a monthly settlement statement for each financial hedge 9 

transaction.  The statement provides the hedge quantity by hour, the actual spot market 10 

price per hour, the hedged (fixed) price, the difference between the spot market price and 11 

the hedge price per hour (delta price), and the hourly settlement charge/credit (delta price 12 

times hedge quantity per hour).  The summation of the hourly settlements for the calendar 13 

month represents the amount Pike owes the Counterparty, or the Counterparty owes Pike, 14 

for that calendar month settlement.  This data for the financial hedge that Pike was able to 15 

execute for its 2019-2021 plan is included with Mr. Miller’s testimony as Exhibit RM-3. 16 

As Pike’s energy consultant, my Enel X colleagues and I will receive a copy of all financial 17 

hedge monthly settlements and validate all rates, quantities and calculations.  Enel X will 18 

communicate its monthly validation to Pike in a timely manner prior to Pike settling with 19 

each Counterparty. 20 

  21 
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Q. Why financial versus physical hedges? 1 

A.  Pike’s electric distribution system is physically interconnected with the New York based 2 

Orange and Rockland Utilities Transmission system and, therefore, is part of the New York 3 

Independent System Operator (NYISO) control area.  While Enel X has assisted Pike with 4 

exploring alternative methods of purchasing physical supply, such as becoming a Load 5 

Serving Entity (LSE) behind NYISO, those efforts have not come to fruition and physical 6 

hedges are not an available option to Pike at this time.    7 

 8 

Q. Do any changes need to be made to the current DSP rate design to accommodate the 9 

Energy Price Hedge Strategy? 10 

A. No.  As described by Russell Miller, Pike proposes to maintain the current rate design 11 

including keeping the current customer rate classes, resetting of the rates quarterly and 12 

continuing with the Electric Supply Adjustment Charge to recover the delta between billed 13 

vs. actual costs.  This includes the retaining the Electric Supply Adjustment Charge 14 

limitation of 2.0 cents per kWh per quarter.  The quarterly default service rates are currently 15 

calculated based on Pike’s forecast of NYISO Zone G spot market prices for the upcoming 16 

quarter along with the other default service related costs (NYISO capacity and ancillary 17 

costs, Orange & Rockland Utilities (O&R) contractual costs which include cost of 18 

maintaining and operating the physical infrastructure of O&R required to deliver electric 19 

supply to Pike and O&R’s service fee, and PA AEPS costs) and the Electric Supply 20 

Adjustment Charge.  The monthly settlement on the hedge transactions described above is 21 

incorporated into the quarterly default service rates.  This is accomplished by replacing the 22 

forecasted spot market rates for the hedge quantities with the fixed rate hedge price.  The 23 



PCLP Statement No. 2 

8 

fixed rate hedge price and quantities will be known at the time the quarterly default service 1 

rates are determined for the upcoming quarter.  The hedge quantities will be allocated to 2 

the rate classes based on each rate class’s pro-rata load.         3 

 4 

Q. How does the Energy Price Hedge Plan compare to other PA utility default service 5 

plans? 6 

A. Pennsylvania utilities, including Citizens Wellsboro, Duquesne Electric, First Energy 7 

Utilities (Met-Ed, Penn Power, Penelec, West Penn), PECO Energy Company, PPL 8 

Electric Utilities and UGI Electric, deploy some combination of laddered 6-, 12- and or 24- 9 

month fixed rate energy tranches purchased at different market points (generally every six 10 

months).  The purchases cover anywhere up to 100% of the utility default service load.  11 

UGI electric combines a large percentage of its load with fixed rate tranches with the 12 

balance at spot market purchases.  Pike’s Energy Price Hedge Plan is consistent with what 13 

the Pennsylvania Office of Consumer Advocate has wanted Pike to do, namely create a 14 

rate design to provide stability for the default service customers.  15 

 16 

 Waivers and Partial Waivers Requested 17 

Q. Do you have any comments regarding Waiver on Plan identifying the schedules and 18 

technical requirements of competitive bid solicitations and spot market purchases? 19 

A. Pike requests waiver of 52 Pa. Code § 54.185(e)(2) (plan identifying the schedules and 20 

technical requirements of competitive bid solicitations and spot market energy purchases) 21 

and 52 Pa. Code §54.185(e)(6) (copies of agreements or forms to be used in the 22 

procurement of electric generation supply for default service customers).  I support this 23 
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request.  Given the size of Pike’s default service load, I believe that compliance with the 1 

above code will cause Pike to incur additional administrative costs which is spread over a 2 

relatively small load with no additional benefit.  This is likely to increase the default service 3 

cost/rates and Pike believes this is not in the best interest of its default service customers.    4 

Pike will solicit fixed rate hedge prices from all available counterparties to help ensure a 5 

competitive bid process.  For spot market purchases, Pike is currently limited to purchasing 6 

through O&R given it is part of O&R’s integrated transmission and distribution system, 7 

which lies in the control area of the New York Independent System Operation (“NYISO”) 8 

and its corresponding electric supply agreement with O&R.  9 

 10 

Q. Do you have any comments regarding Partial Waiver on policy statement on inclusion 11 

of short term and long-term contracts in procurement mix and tailoring procurement 12 

to customer classes? 13 

A. Pike requests a partial waiver on 52 Pa. Code § 69.1805 on policy statement on inclusion 14 

of short-term and long-term contracts in procurement mix and tailoring procurement to 15 

customer classes.  I support this request.  Pike is currently engaging in the most viable 16 

option to provide pricing stability to its customers considering its small load size, 17 

interconnection with NYISO, and that it is not an LSE.  This strategy was developed to 18 

increase the level of price stability while providing for spot market purchases to provide 19 

lower costs over time.  Given the relatively small default service load, Pike does not believe 20 

short term and long term contracts tailored to customer rate classes is warranted.  Rates by 21 

customer class reflect the differences in capacity requirements and related capacity costs 22 

and reflect the distribution system loss percentages (primary vs. secondary service). 23 
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 1 

Q. Do you have any comments regarding Partial Waiver on competitive bid solicitation 2 

process guidelines? 3 

A. Pike requests a partial waiver on 52 Pa. Code §69.1807(3) (competitive bid solicitation 4 

process guidelines).  I support this request.  Pike’s Energy Price Hedge Strategy lays out a 5 

general process for soliciting competitive prices from counterparties for financial hedge 6 

transactions.  Since these are small transactions transacted in a time sensitive over the 7 

counter market, Pike does not believe formal bid solicitation process guidelines are 8 

necessary or warranted as they would add to the default service costs without providing 9 

any measurable benefit. 10 

 11 

  Rate Design 12 

Q. Does Pike’s DSP include different rates per rate class and how are they determined? 13 

A. Yes, Pike’s DSP includes separate rates by rate class.  This is done to reflect the different 14 

costs associated with the unique load characteristics of each rate class.  This is also 15 

consistent with other PA utilities’ DSPs.  Citizens Wellsboro, Duquesne Electric, First 16 

Energy Utilities (Met-Ed, Penn Power, Penelec, West Penn), PECO Energy Company, PPL 17 

Electric Utilities and UGI Electric DSPs were reviewed and compared.  Pike’s rate classes 18 

are residential, general service secondary (small/mid-size commercial accounts), general 19 

service primary (large commercial), municipal street lighting and private outdoor lighting.  20 

Primary accounts receive service at a higher voltage level relative to secondary accounts 21 

and, therefore, incur lower distribution system line losses.  Municipal street lighting and 22 

private outdoor lighting have low to no capacity obligations and, therefore, incur little to 23 

no capacity costs.  These accounts generally consume energy at night time (off peak hours) 24 
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when energy prices are lower than day time (on peak hours).  Thus, default service costs 1 

for these customers will differ and, thus, should feature separate rates. 2 

 3 

Q. What costs are appropriately included in the default service rates?  4 

A. DSP costs include all energy costs (fixed and spot market), capacity and ancillary costs 5 

charged by the Independent System Operator to the DSP accounts, prorated share of all 6 

transmission costs incurred to deliver the energy to the utility distribution system, cost of 7 

renewable energy certificates to meet State Alternative Energy Portfolio Standard (AEPS) 8 

costs, professional and administrative fees incurred to support the DSP and any true-ups of 9 

billed vs. actual DSP costs.  Pike’s DSP appropriately includes these costs.  10 

 11 

Q. Is the DSP rate mechanism deployed by Pike justified? 12 

A. Yes the DSP rates are fixed quarterly in advance to provide DSP customers with known 13 

rates for the upcoming quarter.  The rates are based on forecasted costs for the quarter plus 14 

a true-up of prior quarter billed vs. actual DSP costs.  Separate rates by rate class are 15 

appropriately deployed to reflect the costs of the load characteristics of each rate class. 16 

 17 

Q. Does this conclude your testimony? 18 

A. Yes, it does. 19 
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DIRECT TESTIMONY OF SERHAN OGUR 
 

I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. My name is Serhan Ogur. I am a Principal and Senior Economist at Exeter Associates, 3 

Inc. (“Exeter”). Our offices are located at 10480 Little Patuxent Parkway, Suite 300, 4 

Columbia, Maryland, 21044. 5 

Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND. 6 

A. I received a B.A. degree in Economics from Bogazici University (Istanbul, Turkey) in 7 

1996 and a Ph.D. in Economics from Northwestern University (Evanston, IL) in 2007.  8 

Q. WHAT IS YOUR PROFESSIONAL BACKGROUND? 9 

A. I have 19 years of experience in the energy industry specializing in organized wholesale 10 

and retail electricity markets. My diverse background comprises energy management 11 

and consulting; analysis, design, and reporting of Regional Transmission Organization 12 

(“RTO”) electricity markets and products; and state and federal regulation of electric 13 

utilities. I was employed as an Economic Analyst at the Illinois Commerce Commission 14 

(“ICC”) between 2001 and 2005; a Senior Economist at PJM Interconnection, LLC 15 

(“PJM”) between 2005 and 2014; and a Senior System Operator at Fellon-McCord & 16 

Associates, LLC (“Fellon-McCord”) between 2014 and 2015. I came to Exeter as a 17 

Senior Analyst in 2015 and became a Principal in the firm in 2020. A detailed statement 18 

of my qualifications is included in Appendix A.  19 

Q. HAVE YOU TESTIFIED AS AN EXPERT WITNESS IN OTHER 20 

REGULATORY PROCEEDINGS? 21 

A. Yes, I testified in Docket Nos. 05-160, 05-161, and 05-162 before the ICC. These 22 

dockets established a descending-price clock, auction-based generation service 23 

procurement for default service customers of major Illinois utilities, Commonwealth 24 
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Edison Company, and the Ameren companies (AmerenCILCO, AmerenCIPS, and 1 

AmerenIP) in 2005.  2 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THIS COMMISSION? 3 

A. Yes, I testified in Docket No. P-2016-2534980 in PECO Energy Company’s 4 

(“PECO’s”) Default Service Program IV proceeding; in Docket Nos. P-2020-3019383 5 

and P-2020-3019384 in the joint Default Service Plan VI of Citizens’ Electric 6 

Company of Lewisburg, Pennsylvania (“Citizens”) and Wellsboro Electric Company 7 

(“Wellsboro”); in Docket No. P-2020-3019522 in Duquesne Light Company’s 8 

(“Duquesne Light’s”) Default Service Plan IX proceeding; and in Docket No. P-2020-9 

3019907 in UGI Utilities, Inc. – Electric Division’s (“UGI Electric’s”) Default Service 10 

Plan IV proceeding.  11 

Q. ON WHOSE BEHALF ARE YOU OFFERING THIS TESTIMONY? 12 

A. I am offering this testimony on behalf of the Pennsylvania Office of Consumer 13 

Advocate (“OCA”). My testimony is intended to address the issues related to residential 14 

customers only. However, my recommendations incidentally may also impact 15 

commercial and lighting customers since Pike County Light and Power Company 16 

(“Pike” or “Company”) procures default service supplies jointly for residential, 17 

commercial, and lighting customers.  18 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS 19 

PROCEEDING? 20 

A. My testimony addresses certain elements of the proposed Default Service Plan (“2021-21 

2024 DSP” or “Plan”) of Pike for providing default service to its residential, 22 

commercial, and lighting customers for the 36-month period from June 1, 2021 through 23 

May 31, 2024. The specific issues I address include the Company’s financial hedging 24 



 

Direct Testimony of Serhan Ogur   Page 3 

 

strategy, the use of “overhanging contracts,” and the structure of the Company’s 1 

proposed reconciliation adjustment.  2 

Q. HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED?  3 

A. Section I is an introduction. Section II presents a summary of the Company’s proposed 4 

Plan as it affects the residential class. Section III, the final section of my Direct 5 

Testimony, provides my recommendations concerning the Company’s proposed 2021-6 

2024 DSP, and addresses the proposed financial hedging strategy, the use of 7 

overhanging contracts, and the operation of the reconciliation charge.  8 

Q. ARE YOU RECOMMENDING CHANGES TO THE COMPANY’S 9 

PROPOSED FINANCIAL HEDGING STRATEGY FOR PIKE’S DEFAULT 10 

SERVICE CUSTOMERS?  11 

A. Yes, I am. I recommend that Pike target a 75 percent financial hedge position for its 12 

projected default service loads. Because of practical constraints to avoid disincentives 13 

to market participation in the Pike solicitations for the financial hedging product, 14 

precisely achieving the 75 percent target is not possible. These constraints include 15 

restricting the hedging quantities to whole megawatts (“MWs”) and avoiding 16 

complexities that could emerge with monthly or diurnal variations in the quantities of 17 

hedges procured.  18 

Q. ARE YOU MAKING ANY ADDITIONAL RECOMMENDATIONS? 19 

A. Yes, my testimony includes recommendations on: (1) procuring overhanging contracts 20 

(financial hedges with delivery periods that extend beyond May 31, 2024); and (2) 21 

modifying the Company’s proposed reconciliation mechanism to calculate the 22 

reconciliation amounts (either over- or under-collections) over six months and 23 

amortizing those amounts over a subsequent 12-month period.   24 
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II. SUMMARY OF THE COMPANY’S PROPOSED DSP 1 

Q. HAVE YOU REVIEWED THE COMPANY’S PETITION FOR APPROVAL 2 

(“PETITION”) IN THIS PROCEEDING?  3 

A. Yes. I have reviewed the Company’s Petition of the 2021-2024 DSP. I have also 4 

reviewed the Direct Testimony and exhibits submitted by Pike in support of its Petition.  5 

Q. WHAT IS THE TIME PERIOD COVERED BY PIKE’S PROPOSED 6 

PLAN?  7 

A. Pike has proposed a 36-month plan to cover the period from June 1, 2021 through May 8 

31, 2024.  9 

Q. HOW DOES THE COMPANY PROPOSE TO PROVIDE DEFAULT 10 

SERVICE TO RESIDENTIAL CUSTOMERS DURING THE JUNE 1, 2021 11 

THROUGH MAY 31, 2024 PLAN PERIOD? 12 

A.  Pike proposes to purchase energy for residential (as well as commercial and lighting) 13 

default service on the New York Independent System Operator (“NYISO”) spot energy 14 

market (day-ahead and real-time energy prices in NYISO Zone G). The Company must 15 

also purchase, in addition to spot market energy, capacity and ancillary services from 16 

NYISO as well as the required Pennsylvania Alternative Energy Credits (“AECs”) 17 

under bilateral arrangements to provide default service to its residential customers. The 18 

Company also proposes to purchase financial hedges, in the form of contracts for 19 

differences, that would have the effect of fixing the spot market price for the period of 20 

time over which the hedge would be in effect for the portion of the supply that was 21 

hedged.  22 

Q. HOW DOES THE COMPANY PROPOSE TO SET DEFAULT SERVICE 23 

RATES FOR RESIDENTIAL CUSTOMERS?  24 
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A. The Company will develop a quarterly default service rate (for the upcoming quarter), 1 

referred to as the Market Price of Electricity Supply (“MPES”), using a combination of 2 

the cost of the financial hedges it has entered into (for the hedged energy) and a forecast 3 

of the NYISO spot price that it believes will prevail over the upcoming three-month 4 

period (for the unhedged energy). Discrepancies between the incurred default service 5 

supply costs and the default service revenues that Pike receives (by customer class) will 6 

be reconciled through the Electric Supply Adjustment Charge (“ESAC”), which is 7 

capped at two cents per kilowatt hours (“kWh”). In other words, if the Company’s 8 

projections under- or over-estimate the actual cost of purchasing energy on the NYISO 9 

spot market (as well as capacity and ancillary services costs), the Company either 10 

collects or refunds the difference through the ESAC. The ESAC can be either positive 11 

or negative, that is, either a charge or a credit. The primary reason for a cost/revenue 12 

discrepancy is due to the differences between the Company’s spot market price 13 

projections and realized spot market prices for the quarter.  14 

Q. PLEASE DESCRIBE THE FINANCIAL HEDGING ARRANGEMENT 15 

BEING PROPOSED BY THE COMPANY.  16 

A. The Company is proposing to enter into financial hedges for a portion of its default 17 

service load, with a target of 50 percent hedge coverage, using a laddered procurement 18 

approach. This implies that 50 percent of the default service load would continue to be 19 

priced based on the NYISO spot market prices. 20 

Q. PLEASE EXPLAIN THE LADDERED APPROACH THAT PIKE IS 21 

PROPOSING.  22 

A. Pike is proposing to ladder its hedges such that the entire hedge for a given timeframe 23 

is not being procured at one time. The Company is proposing to hedge 25 percent of 24 

the projected default service load 13 to 14 months prior to the beginning of the Plan 25 
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Year (which starts on June 1 and ends on May 31 of the subsequent year), and an 1 

additional 25 percent 7 to 8 months prior to the beginning of the Plan Year. However, 2 

due to the timing of the Company’s Plan filing and the expected date of Commission 3 

approval, Pike is proposing not to buy any hedges for the first three months of the 4 

2021-2024 DSP period while procuring hedges for the remaining nine months of Plan 5 

Year 2022 one month and two months prior to the start of the delivery period of those 6 

hedges. 7 
 

III. ISSUES AND RECOMMENDATIONS 8 

Q. WHAT ISSUES DO YOU ADDRESS IN THE REMAINDER OF YOUR 9 

DIRECT TESTIMONY? 10 

A. In this final section of my testimony, I address: (1) the Company’s proposed hedging 11 

strategy; (2) procurement of overhanging contracts (financial hedges with delivery 12 

periods that extend beyond May 31, 2024); and (3) the Company’s proposed 13 

reconciliation mechanism.  14 
 
A. Hedging Strategy 15 

Q. DO YOU AGREE WITH THE FINANCIAL HEDGING STRATEGY 16 

PROPOSED BY THE COMPANY THAT TARGETS A 50 PERCENT 17 

HEDGE COVERAGE OF THE PROJECTED DEFAULT SERVICE LOAD 18 

ON AN ANNUAL BASIS? 19 

A. I believe pricing 50 percent of the projected default service load based on the NYISO 20 

spot market prices would expose residential customers to too much rate volatility and 21 

would not provide them with a reasonable level of rate stability. I also note that a 50 22 

percent average hedge coverage would correspond to more than 50 percent hedge 23 

coverage during lower load hours and less than 50 percent hedge coverage during 24 
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higher load hours. Given the fact that hours with higher default service loads typically 1 

coincide with hours with higher spot energy prices, an annual average hedge coverage 2 

target of 50 percent would leave default service customers with inadequate 3 

(significantly below 50 percent) hedge coverage on a cost-weighted basis and expose 4 

them to price spikes, particularly during very cold winter and very hot summer periods. 5 

I recommend that the Company set a target of 75 percent hedge coverage.  6 

Q. PLEASE DEMONSTRATE HOW YOUR RECOMMENDED HEDGING 7 

STRATEGY WOULD OPERATE USING THE DEFAULT SERVICE 8 

LOAD DATA PROVIDED BY THE COMPANY FOR THE MOST 9 

RECENT 12-MONTH PERIOD. 10 

A. The third and fourth columns of Table 1 depict the monthly and annual implied hedge 11 

coverages for a 4-MW around-the-clock (“ATC”) financial hedge and a 5-MW ATC 12 

hedge, respectively, based on the average monthly default service loads derived from 13 

the data provided by the Company (November 2019 through October 2020). The 14 

second column in Table 1 shows the average hourly usage (MW) by all default service 15 

customers (residential, commercial, lighting), varying between 4.8 MWs in May and 16 

7.8 MWs in July.1 The flat (same MW quantity in each month) ATC annual financial 17 

hedge required for 75 percent hedge coverage is 4.4 MWs. To ensure that my 18 

recommended hedge is a whole MW value, I assessed the pros and cons of a 4-MW 19 

hedge and a 5-MW hedge. A 4-MW hedge provides 68 percent hedge coverage on an 20 

annual average basis while a 5-MW hedge results in 85 percent hedge coverage on an 21 

annual average basis. The disadvantage of a 4-MW hedge is that its implied hedge 22 

coverage is significantly below my recommended target of 75 percent in the winter 23 

(December, January) and summer (July, August) months when the NYISO spot market 24 

                                                 
1 The Company’s response to OSBA Interrogatory Set I, No. 1. 
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prices have the potential to be high and volatile. The drawback of a 5-MW hedge is 1 

that the implied hedge coverage during the fall and spring months is above 90 percent 2 

on a monthly average basis, which means that the financial hedge would be greater than 3 

the default service load in a significant number of hours. My recommendation is that 4 

the Company procure a 4-MW ATC annual financial hedge. 5 

Table 1. Hedge Coverage Analysis 

Month/Period 

Average ATC Hourly 
Default Service Load 

(MW) 

Implied Hedge Coverage  

(4-MW ATC) (5-MW ATC) 
June 6.0 66% 83% 
July 7.8 51% 64% 
August 7.1 57% 71% 
September 5.9 67% 84% 
October 5.2 77% 97% 
November 5.3 76% 95% 
December 6.5 61% 77% 
January 6.2 65% 81% 
February 5.4 74% 93% 
March 5.4 74% 92% 
April 5.1 78% 98% 
May 4.8 83% 104% 
Annual 5.9 68% 85% 

 

Q. PLEASE EXPLAIN WHY YOU RECOMMEND A 4-MW HEDGE 6 

RATHER THAN A 5-MW HEDGE. 7 

A. I am recommending a 4-MW hedge for two reasons. First, it represents a more gradual 8 

approach in increasing the hedge coverage from zero percent prior to the 2019-2021 9 

DSP, to 50 percent in the 2019-2021 DSP, to 68 percent in the 2021-2024 DSP. This 10 

allows all stakeholders to review and analyze the risks and benefits of various hedge 11 

coverage levels, and take a more informed position for the subsequent DSP. Second, it 12 

allows for some degree of decline in the percentage of Pike’s total load on default 13 
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service without raising the implied hedge coverage to unintended levels. The 1 

percentage of the Company’s load on default service made a large jump, from 2 

approximately 60 percent to 71 percent, in the last 1.5 years. While it is possible that 3 

the shopping preferences or options of the customer base changed permanently and the 4 

percentage of the load opting for default service will remain at current levels, it is also 5 

conceivable that some customers have temporarily switched to default service to take 6 

advantage of the large (-2 cents per kWh) reconciliation adjustment in the default 7 

service rates, prevailing during seven of the last eight quarters since March 2019.  8 

Q. CAN THE COMPANY ACHIEVE AN ANNUAL AVERAGE HEDGE 9 

COVERAGE CLOSER TO YOUR RECOMMENDED TARGET OF 75 10 

PERCENT WITHOUT BUYING FINANCIAL HEDGES THAT EXCEED 11 

THE DEFAULT SERVICE LOAD IN A LARGE NUMBER OF HOURS?  12 

A. Yes. This can be accomplished in at least two ways. First, Pike can buy an annual 13 

financial hedge with different MW quantities for different months (e.g., 5-MW ATC in 14 

July, August, December, and January; 4-MW ATC in other months), which would 15 

allow Pike to more precisely target the 75 percent hedge coverage ratio for each month. 16 

The drawback of this approach is that, combined with the small size of the 17 

procurements, it may reduce the interest of some wholesale suppliers in providing an 18 

offer. Therefore, I view this approach as entailing a higher degree of risk than is 19 

necessary at this time. Alternatively, Pike can procure an annual financial hedge with 20 

different on-peak and off-peak quantities (e.g., 5-MW on-peak and 3-MW off-peak in 21 

all months).2 It is my understanding that the on-peak/off-peak breakdown of monthly 22 

default service load data is not available to the Company, therefore we cannot test the 23 

                                                 
2 On-peak hours are 7 am to 11 pm on non-holiday weekdays; off-peak hours are all remaining hours. On-peak 
and off-peak hedges are standard products in wholesale forward power markets. 
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desirability of this approach. For the reasons discussed, I am not recommending either 1 

of these options and instead, I am recommending the purchase of a 4-MW financial 2 

hedge for both on-peak and off-peak hours in each month. 3 

Q. ARE YOU RECOMMENDING A PROCUREMENT TIMELINE 4 

DIFFERENT THAN THE TIMELINE PROPOSED BY THE COMPANY? 5 

A. No, I recommend that Pike adhere to its proposed schedule, i.e., the purchase of half of 6 

my recommended hedge quantities being undertaken 13 to 14 months prior to the 7 

beginning of the Plan Year; and the purchase of the remaining half being undertaken 7 8 

to 8 months prior to the beginning of the Plan Year.  9 

Q. WOULD YOU RECOMMEND BUYING THE DESIRED HEDGE 10 

POSITION IN THREE, RATHER THAN TWO, PROCUREMENTS, OR 11 

BUYING SOME HEDGES MORE THAN 13 MONTHS PRIOR TO THE 12 

PLAN YEAR? 13 

A. While accumulating the target hedge position at three (or more) different points in time 14 

would be desirable in general, it would not be practical for Pike given the small size of 15 

the Company’s default service load. Making each procurement quantity even smaller 16 

would negatively impact wholesale suppliers’ interest in Pike’s solicitations. 17 

Additionally, I would not recommend that Pike buy any hedges more than 13 months 18 

(e.g., two years) prior to the Plan Year because forward contract prices beyond one or 19 

two years in NYISO have a carbon price premium built into them. Once NYISO 20 

implements carbon pricing, or sets an implementation date, other hedging strategies 21 

such as buying financial hedges more than 13 months prior to the Plan Year or 22 

procuring multi-year hedges can be considered for Pike’s default service customers in 23 

subsequent DSPs.  24 
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Q. HAVE YOU REVIEWED THE RESIDENTIAL DEFAULT SERVICE 1 

SUPPLY PORTFOLIOS OF OTHER PENNSYLVANIA ELECTRIC 2 

DISTRIBUTION COMPANIES WITH REGARD TO EXPOSURE TO 3 

SPOT MARKET PRICING? 4 

A. Yes, I have. Duquesne Light’s residential portfolio consists of 50 percent 12-month 5 

fixed-price full-requirements (“FPFR”) contracts and 50 percent 24-month FPFR 6 

contracts.3 First Energy Companies (Metropolitan Edison Company, Pennsylvania 7 

Electric Company, Pennsylvania Power Company, and West Penn Power Company) 8 

rely 50 percent on 12-month FPFR contracts and 50 percent on 24-month FPFR 9 

contracts, where 5 percent of each FPFR contract is priced at the hourly PJM spot 10 

market Locational Marginal Prices (“LMPs”) and the remaining 95 percent is priced at 11 

the suppliers’ respective accepted offer prices. PECO’s residential portfolio comprises 12 

38 percent 12-month FPFR contracts, 61 percent 24-month FPFR contracts, and 1 13 

percent spot market purchases. PPL Electric’s current residential portfolio features a 14 

50-MW, ATC energy block and the remaining default service load is provided through 15 

20 percent 6-month FPFR contracts and 80 percent 12-month FPFR contracts. For its 16 

next DSP period, PPL Electric proposed to increase the size of the energy block to 100-17 

MW, which would correspond approximately to 10 percent of the residential default 18 

service energy consumption. Citizens’ and Wellsboro currently rely 100 percent on a 19 

36-month FPFR contract with indexed energy pricing. Both electric distribution 20 

companies (“EDCs”) proposed to use a 48-month FPFR contract with indexed energy 21 

pricing to supply their residential default service loads in their next DSPs. Finally, 22 

                                                 
3 An FPFR contract entails the supplier providing a fixed, specified percentage of energy requirements in each 
hour of the contract period at the contract price. Each supplier under this arrangement will therefore follow the 
hourly load shape of the customer class for which the default service energy is being provided. This type of 
contract mechanism has become the predominant contract arrangement for wholesale default service supply in 
Pennsylvania and other retail open access states in the PJM area. 
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starting on June 1, 2021 UGI Electric will be relying on a portfolio composed of 75 1 

percent of FPFR contracts and 25 percent blocks.  2 

In short, other Pennsylvania EDCs have either minimal exposure (5 percent for 3 

First Energy companies, 1 percent for PECO) or no exposure (Duquesne Light, PPL, 4 

Citizens’, Wellsboro, UGI Electric) to pure spot market pricing as part of their 5 

residential default service wholesale supply product portfolios. Even at my 6 

recommended hedge coverage level of 75 percent, Pike will be the only company 7 

among Pennsylvania’s EDCs to significantly rely on the spot market for supply of the 8 

residential default service load, which strongly supports the reasonableness of my 9 

hedge coverage recommendation.  10 

Q. DO YOU AGREE WITH THE ACCEPTABLE PRICING PARAMETERS 11 

PROPOSED BY THE COMPANY REGARDING FINANCIAL HEDGE 12 

PURCHASE SOLICITATIONS? 13 

A. Yes, I agree with the pricing parameters proposed in the confidential Exhibit NPC-2, 14 

Section V. In the absence of competition that yields at least three independent bids, a 15 

market price index-based screening mechanism is necessary to avoid making a costly 16 

procurement error and significantly overpaying for the hedges.  17 

B. Overhanging Contracts 18 

Q. WHAT IS AN OVERHANGING CONTRACT? DOES THE COMPANY 19 

PROPOSE TO PROCURE OVERHANGING CONTRACTS?  20 

A. An overhanging contract in the context of Pike’s proposed 2021-2024 DSP is a 21 

financial hedge with a delivery period that extends into the subsequent DSP period. For 22 

example, if Pike would procure a financial hedge as part of its 2021-2024 DSP during 23 

the 2021-2024 DSP period with a delivery period that extends beyond May 31, 2024, 24 

that financial hedge would be considered to be an overhanging contract. The 25 
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Company’s proposed 2021-2024 DSP does not entail the procurement of an 1 

overhanging contract, as the hedge timeline proposed by Mr. Chesser in Exhibit NPC-2, 2 

Section III does not include any contracts with delivery periods that extend beyond 3 

May 31, 2024.  4 

Q. WHAT IS THE PURPOSE OF OVERHANGING CONTRACTS? 5 

A. Overhanging contracts are used to avoid the problem of a “hard stop,” which occurs 6 

when 100 percent of a new portfolio must be procured at the beginning of the 7 

subsequent DSP period because all of the power purchase agreements (“PPAs”) or 8 

financial hedges expire at the conclusion of the prior plan period. A hard stop 9 

unnecessarily exposes default service customers to a price shock risk. Rather, the use 10 

of overhanging contracts extends the price stability benefits of the financial hedging 11 

approach into the beginning part of the Company’s subsequent DSP period.  12 

For example, because the Company’s current (2019-2021) DSP does not 13 

provide for the procurement of overhanging contracts, Pike’s default service customers 14 

will not have any hedge protection for the period from June 1, 2021 to August 31, 2021. 15 

Furthermore, the hedges covering the period between September 1, 2021 and May 31, 16 

2022 will be purchased in July 2021 and August 2021 respectively, exposing default 17 

service customers to market price risk by not conducting the first financial hedge 18 

purchase at least a few months before the second hedge purchase. Reliance on 19 

overhanging contracts would have mitigated the risk to default service customers.  20 

Q. DO OTHER PENNSYLVANIA ELECTRIC DEFAULT SERVICE 21 

PROVIDERS PROCURE OVERHANGING CONTRACTS AS PART OF 22 

THEIR DSPS? 23 

A. The Pennsylvania default service providers, or EDCs, that procure overhanging 24 

contracts (mostly in the form of FPFR contracts) as part of their DSPs include 25 
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Duquesne Light, PECO Energy Company, PPL Electric Utilities, and UGI Electric. 1 

Citizens’ and Wellsboro do not procure overhanging contracts due to their wholesale 2 

product portfolio design. Therefore, it is standard practice among Pennsylvania EDCs 3 

to procure overhanging contracts for residential default service portfolios.  4 

Q. PLEASE DESCRIBE YOUR RECOMMENDATION REGARDING 5 

OVERHANGING CONTRACTS FOR THE COMPANY’S 2021-2024 DSP. 6 

A. I recommend that, as part of its 2021-2024 DSP, Pike procure financial hedges for Plan 7 

Year 2025 (June 1, 2024 – May 31, 2025 delivery period) in two separate transactions; 8 

first in April 2023 and second in October 2023. When combined, these two financial 9 

hedge purchases should correspond to 100 percent of Pike’s financial hedge target for 10 

Plan Year 2025. This will ensure that the Company procures financial hedges for 11 

default service customers for the beginning part of the subsequent DSP period on the 12 

same schedule it laid out for Plan Years 2023 and 2024, regardless of the status of the 13 

Commission proceedings for the subsequent DSP. As a result, Pike’s default service 14 

customers will avoid the hard stop problem and the associated price spike risk that they 15 

currently face in the beginning part of the 2021-2024 DSP.  16 

C. Reconciliation Mechanism 17 

Q. PLEASE EXPLAIN PIKE’S PROPOSED MECHANISM TO RECONCILE 18 

ACTUAL DEFAULT SERVICE COSTS AND DEFAULT SERVICE 19 

REVENUES FOR THE RESIDENTIAL CLASS.  20 

A. Pike is proposing a quarterly reconciliation mechanism, where cost recovery of over- 21 

or under-collections occurring over a three-month period would be collected over the 22 

subsequent three-month period. However, the ESAC is capped at 2 cents/kWh in either 23 

direction (charge or credit). If the 2 cents/kWh cap is reached, the remaining over- or 24 
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under-collection balance is carried over to the subsequent quarter. The ESAC is 1 

calculated and applied separately for each service classification.4  2 

Q. HAVE YOU EXAMINED THE MAGNITUDE OF THE ESAC RELATIVE 3 

TO THE MARKET PRICE OF ELECTRIC SUPPLY HISTORICALLY? 4 

A. Yes, I have. Table 2 presents Pike’s quarterly ESAC and MPES for residential 5 

customers since December 2016.5 My conclusion from Table 2 is that the absolute level 6 

of ESAC is consistently high, hitting the 2 cents/kWh cap in nine of the last 17 quarters 7 

and exceeding 1.4 cents/kWh in a total of 13 of those quarters. Consequently, the 8 

reconciliation adjustment has consistently and materially impacted the price of default 9 

service by at least 30 percent in each of the last eight quarters.  10 

                                                 
4 Pike Statement No. 1, p. 13, line 1 to p. 14 line 3.  
5 The Company’s response to OSBA Interrogatory Set I, No. 2. 
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Table 2: Reconciliation Charge History 

Delivery Period 

Electric Supply 
Adjustment Charge 

(cents/kWh) 

Market Price of 
Electric Supply 
(cents/kWh) ESAC/MPES 

December 2016 - February 2017 (1.4231) 8.0950 (18%) 
March 2017 - May 2017 2.0000 7.4920 27% 
June 2017 - August 2017 0.5690 9.2740 6% 
September 2017 - November 2017 (0.5791) 7.5450 (8%) 
December 2017 - February 2018 (2.0000) 8.5840 (23%) 
March 2018 - May 2018 (0.0389) 6.1570 (1%) 
June 2018 - August 2018 1.7670 7.5460 23% 
September 2018 - November 2018 1.6757 8.2610 20% 
December 2018 - February 2019 (0.3173) 10.4060 (3%) 
March 2019 - May 2019 (2.0000) 6.2060 (32%) 
June 2019 - August 2019 (2.0000) 6.2840 (32%) 
September 2019 - November 2019 (2.0000) 5.0110 (40%) 
December 2019 - February 2020 (2.0000) 5.0110 (40%) 
March 2020 - May 2020 (2.0000) 3.6910 (54%) 
June 2020 - August 2020 (2.0000) 5.3030 (38%) 
September 2020 - November 2020 1.5689 5.2010 30% 
December 2020 - February 2021 (2.0000) 4.8950 (41%) 

 

Q. WHAT ARE THE DRAWBACKS OF A LARGE AND VOLATILE 1 

QUARTERLY ESAC? 2 

A. While most of Pike’s recent reconciliation adjustments were negative (lowering the 3 

default service rates) for residential default service customers, there are three 4 

drawbacks to large and volatile reconciliation adjustment rates. First, it creates large 5 

swings in residential default service customers’ rates and monthly bills. As the 6 

Company’s “Alternate Gas & Electric Supply Study” concluded, this is undesirable for 7 

residential and small commercial customers “who generally seek stable prices.”6 8 

Second, since the MPES reflects the projected wholesale market costs to serve default 9 

service customers, a large difference between the default service rate and the MPES 10 

                                                 
6 Pike Statement No. 1, p. 7, lines 14-19. 
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leads to inefficient retail pricing of electricity and thus inefficient usage levels. Third, 1 

large differences between MPES and default service rates create incentives for 2 

customers to switch between default service and third-party supply to take advantage 3 

of the ESAC-driven difference between the rates offered by default service and 4 

competitive suppliers.  5 

For example, if the ESAC is -2 cents/kWh in a given quarter, customers on 6 

competitive supply will have a strong incentive to switch to default service to take 7 

advantage of the -2 cents/kWh ESAC that lowers the default service rate. Similarly, if 8 

the ESAC is 2 cents/kWh in a given quarter, customers on default service will have a 9 

strong incentive to switch to competitive supply to avoid the 2 cents/kWh ESAC that 10 

raises the default service rate. This cycle will exacerbate the Company’s under- and 11 

over-collections while making it harder for Pike to forecast default service sales and to 12 

set accurate targets for its financial hedges. This dynamic also creates cost shifts 13 

between customers who opportunistically switch into and out of default service and 14 

customers who remain on default service because they are unwilling to shop and rely 15 

on their utility for fair rates.  16 

Q. ARE YOU RECOMMENDING A DIFFERENT RECONCILIATION 17 

MECHANISM? 18 

A. Yes, I am. While the current reconciliation mechanism was appropriate when most 19 

customers were on default service and 100 percent of supply was spot market-based, 20 

an additional design element is warranted to provide additional stability to ESAC and 21 

default service rates given the consistently high ESAC rates in both directions (charge 22 

and credit). While retaining the 2 cents/kWh cap on the ESAC, I recommend a 23 

“six-month/12-month” reconciliation mechanism where cost recovery of over- or 24 

under-collections occurring over a six-month period would be collected over the 25 
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subsequent 12-month period. This would provide additional stability in rates for 1 

residential default service customers, and also permit the default service rates to be 2 

more reflective of market prices since the reconciliation adjustment can be expected to 3 

be smaller than if amortization of the amounts were made over a three-month period. 4 

For the default service rates to be market-reflective as the Commission prefers, the rate 5 

components that are independent of wholesale market prices should be as small as 6 

possible in either direction. Since the reconciliation adjustment reflects past market 7 

outcomes rather than prevailing market conditions, amortizing the reconciliation 8 

adjustment over 12 months will result in more market-reflective residential default 9 

service rates compared to a three-month amortization. I note that more 10 

market-reflective default service rates will reduce the incentive for opportunistic 11 

switching between default service and competitive supply. I also note that my 12 

recommended reconciliation mechanism, when coupled with the Company’s financial 13 

hedging approach and products (12-month hedges), will obviate the need for the 14 

Company to change the default service rates quarterly and Pike will be able to limit 15 

default service rate changes to twice per year (e.g., June 1 and December 1 of each 16 

year).  17 

Q. HAVE YOU EXAMINED THE RECONCILIATION MECHANISMS 18 

EMPLOYED BY OTHER PENNSYLVANIA EDCs FOR RESIDENTIAL 19 

DEFAULT SERVICE CUSTOMERS? 20 

A. Yes, I have. The FirstEnergy companies and UGI Electric are the only EDCs that use 21 

a quarterly reconciliation mechanism for residential default service customers. 22 

Duquesne Light, PECO, PPL Electric, Citizens’, and Wellsboro employ semi-annual 23 

reconciliation where cost recovery of over- or under-collections occurring over a six-24 

month period would be collected over the subsequent six-month period, typically with 25 
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a lag of a few months. I would like to note that, unlike Pike, all of the aforementioned 1 

EDCs rely exclusively (or nearly exclusively) on FPFR contracts in their residential 2 

default service supply product portfolios, which minimizes the sums subject to 3 

reconciliation.  4 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 5 

A. Yes.  6 
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I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. My name is Serhan Ogur. I am a Principal and Senior Economist at Exeter Associates, Inc. 3 

(“Exeter”). Our offices are located at 10480 Little Patuxent Parkway, Suite 300, Columbia, 4 

Maryland, 21044. 5 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING? 6 

A. I am testifying on behalf of the Pennsylvania Office of Consumer Advocate (“OCA”).  7 

Q. HAVE YOU PREVIOUSLY TESTIFIED IN THIS PROCEEDING? 8 

A. Yes. I submitted direct testimony in this proceeding on January 25, 2021, on behalf of the 9 

OCA.   10 

Q. WHAT ISSUES ARE YOU ADDRESSING IN YOUR REBUTTAL 11 

TESTIMONY?  12 

A. I am addressing issues raised in the direct testimony of Mr. Robert D. Knecht, witness for 13 

the Pennsylvania Office of Small Business Advocate (“OSBA”), as those issues relate to 14 

the Default Service Plan (“DSP” or “Plan”) submitted by Pike County Light and Power 15 

Company (“Pike” or “Company”).  Those issues relate to the timing of the purchase of 16 

financial hedges, the quantity of hedges that are proposed to be procured, and the volatility 17 

of Pike’s Market Price of Electricity Supply (“MPES”) and Electric Supply Adjustment 18 

Charge (“ESAC”) rates.  19 

II. TIMING OF FINANCIAL HEDGE PURCHASES 20 

Q. WHAT HAS THE COMPANY PROPOSED REGARDING THE TIMING OF 21 

PROPOSED HEDGE PURCHASES?  22 

A. The Company proposed to hedge 25 percent of the projected default service load 13 to 14 23 

months prior to the beginning of the Plan Year (which starts on June 1 and ends on May 24 
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31 of the subsequent year), and an additional 25 percent 7 to 8 months prior to the beginning 1 

of the Plan Year. However, due to the timing of the Company’s Plan filing and the expected 2 

date of Commission approval, Pike is proposing not to buy any hedges for the first three 3 

months of the proposed DSP covering the period from June 1, 2021 through May 31, 2024 4 

(“2021-2024 DSP”) while procuring hedges for the remaining nine months of Plan Year 5 

2022 one month and two months prior to the start of the delivery period of those hedges.1 6 

Q. DID YOU OPPOSE THE COMPANY’S HEDGE PROCUREMENT TIMING 7 

PROPOSAL IN YOUR DIRECT TESTIMONY?  8 

A. No, I did not.  9 

Q. WHAT IS MR. KNECHT’S RECOMMENDATION CONCERNING THE 10 

COMPANY’S HEDGE PROCUREMENT TIMING PROPOSAL? 11 

A. Mr. Knecht recommends that the Company shorten the time between the hedge 12 

procurement dates and the start of the delivery period for those hedges, claiming that a 13 

longer lead time results in a higher risk premium being built into the price.2 14 

Q. PLEASE STATE AND EXPLAIN YOUR POSITION ON MR. KNECHT’S 15 

RECOMMENDATION AFTER REVIEWING HIS DIRECT TESTIMONY.  16 

A. I acknowledge that there are advantages and drawbacks associated with a shorter lead time 17 

for the procurement of financial hedges. On the one hand, forward prices become more 18 

volatile as the delivery period approaches due mostly to near-term weather forecasts, which 19 

makes price discovery and acceptance of offers within the Company’s price limits more 20 

challenging. On the other hand, a shorter lead time likely results in higher supplier 21 

participation in Pike’s financial hedge solicitations (driven by higher liquidity for forward 22 

products with delivery periods closer to the transaction date) as well as a more accurate 23 

 
1 Pike confidential Exhibit NPC-2, Section III.  
2 OSBA Statement No. 1, p. 8, lines 13-14. 
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forecast of Pike’s default service load by the Company. A more accurate default service 1 

load forecast mitigates the possibility of over-procurement or under-procurement of 2 

financial hedges compared to the targeted level. Shorter lead times may also lower the risk 3 

premium built into NYISO forward prices associated with the uncertainty surrounding the 4 

implementation date of carbon pricing in the NYISO-administered wholesale power 5 

markets. Given these advantages and drawbacks for a shorter lead time, I am not opposed 6 

to the hedge procurement timing recommended by Mr. Knecht.  7 

III. HEDGE VOLUMES 8 

Q. WHAT DID THE COMPANY PROPOSE REGARDING THE FINANCIAL 9 

HEDGE COVERAGE FOR THE PROJECTED DEFAULT SERVICE LOAD? 10 

A. The Company proposed to target a 50 percent financial hedge coverage for its default 11 

service loads, except for the first three months of the 2021-2024 DSP period, for which 12 

Pike proposed not to procure any hedges due to the timing of the Commission’s expected 13 

approval of the 2021-2024 DSP.  14 

Q. WHAT DID YOU RECOMMEND IN YOUR DIRECT TESTIMONY? 15 

A. I recommended that the Company target a 75 percent financial hedge coverage for its 16 

projected default service load.3 However, as stated on p. 8, lines 4-5 of my direct testimony, 17 

I recommended a 4-MW Around-the-Clock (“ATC”) financial hedge, in recognition of the 18 

practical constraints of hedging a small load, which corresponds to a 68 percent financial 19 

hedge coverage on an annual basis given the Company’s current default service load levels.  20 

 
3 OCA Statement No. 1, p. 3, lines 12-13.  
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Q. WHAT IS MR. KNECHT’S RECOMMENDATION AND HIS RATIONALE 1 

FOR IT? 2 

A. In his direct testimony Mr. Knecht concurs with the Company’s proposal and cites two 3 

reasons for his position. First, Mr. Knecht posits that it is “too soon to evaluate the efficacy 4 

of the hedging strategy,” and therefore he does not “disagree with the Company’s proposal 5 

to essentially continue the existing strategy.”4 Second, he is concerned about the Company 6 

“over-committing to fixed price supplies” due to what he characterizes as “the increase in 7 

migration risk associated with the decline in shopping.”5  8 

Q. ARE YOU CHANGING YOUR RECOMMENDATION AFTER REVIEWING 9 

MR KNECHT’S TESTIMONY? 10 

A. No, I am not, for three reasons. First, as I explained in my direct testimony, “given the fact 11 

that hours with higher default service loads typically coincide with hours with higher spot 12 

energy prices, an annual average hedge coverage target of 50 percent would leave default 13 

service customers with inadequate (significantly below 50 percent) hedge coverage on a 14 

cost-weighted basis and expose them to price spikes, particularly during very cold winter 15 

and very hot summer periods.”6 Second, the adoption of Mr. Knecht’s recommendation for 16 

the timing of the hedge purchases, to which I am not opposed, would greatly mitigate 17 

potential concerns regarding over-committing to fixed-price supplies because the 18 

Company can adjust the target hedge coverage at a point of time closer to the start of the 19 

delivery period of the financial hedges compared to the Company’s proposal. Third, 20 

migration risk exists regardless of the percentage of customers that are shopping, that is, 21 

the risk of customer migration does not increase with the decline in the percentage of 22 

customers taking default service. While shopping may once again increase in Pike’s service 23 

 
4 OSBA Statement No. 1, p. 7, lines 19-21. 
5 Id., p. 7, lines 26-28.  
6 OCA Statement No. 1, p. 7, lines 1-5.  
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territory, reliance on default service may also increase and become even more prevalent. 1 

Therefore, material under-procurement of financial hedges would leave default service 2 

customers excessively exposed to the volatility of the NYISO spot market. For these 3 

reasons, I continue to recommend, as I did in my direct testimony, that the Company pursue 4 

the higher financial hedge coverage target for its projected default service load.  5 

IV. DEFAULT SERVICE RATE VOLATILITY 

Q. PLEASE SUMMARIZE MR. KNECHT’S OBSERVATIONS REGARDING 6 

THE VOLATILITY OF PIKE’S DEFAULT SERVICE RATES.  7 

A. In Figure IEc-1 and Figure IEc-2, Mr. Knecht charts the default service rates and C-Factor 8 

rates for residential and small commercial (secondary voltage) customers, respectively, for 9 

the time period from January 2008 through December 2020.7 Mr. Knecht states that while 10 

Pike’s default service rates tend to track the NYISO Zone G spot market prices, both the 11 

MPES rate and the ESAC rate exhibit “substantial volatility.” He further observes that 12 

although default service rates over the past two years have been low relative to historical 13 

experience, both the MPES rate and the ESAC rate have continued to be volatile.8 14 

Q. DOES MR. KNECHT MAKE ANY RECOMMENDATIONS TO MITIGATE 15 

THE VOLATILITY IN DEFAULT SERVICE RATES? 16 

A. No, he does not.  17 

Q. DO YOU AGREE THAT PIKE’S DEFAULT SERVICE RATES EXHIBIT 18 

SUBSTANTIALVOLATILITY? 19 

A. Yes, I do. 20 

 
7 OSBA Statement No. 1, pp. 5-6. Mr. Knecht refers to MPES as C-Factor, and to ESAC as E-Factor.  
8 Id., p. 5, lines 9-11. 
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Q. DO YOU HAVE ANY RECOMMENDATIONS TO MITIGATE THE 1 

VOLATILITY IN DEFAULT SERVICE RATES? 2 

A. Yes, the volatility in Pike’s default service rates can, and should, be mitigated by adopting 3 

two recommendations I made in my direct testimony. First, I recommend that the Company 4 

target a 75 percent financial hedge coverage for its projected default service load.9 This 5 

will provide more stable MPES rates compared to leaving a larger percentage of the default 6 

service energy supplies procured on the NYISO spot market unhedged. Second, I 7 

recommend that the Company employ a “six month/12-month” reconciliation mechanism 8 

where cost recovery of over- or under-collections occurring over a six-month period would 9 

be collected over the subsequent 12-month period.10 This reconciliation mechanism will 10 

provide smaller and less volatile ESAC rates compared to the quarterly reconciliation 11 

mechanism proposed by the Company.  12 

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 13 

A. Yes. 14 

 
9 OCA Statement No. 1, p. 3, lines 12-13. As stated on p. 8, lines 4-5, of my direct testimony, I am recommending a 

4-MW ATC financial hedge, which corresponds to a 68 percent financial hedge coverage on an annual basis. 
10 Id., p. 17, line 23 to p. 18, line 1.  
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