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STATEMENT OF VICE CHAIRMAN CAWLEY
Because this settlement (which all active parties either approved or agreed not to oppose) provides some incremental progress in bringing the benefits of the competitive markets to Duquesne Light Company’s customers, I support it.  

I am particularly pleased that the settlement includes the elimination of declining block rates and demand charges for default service supply.  This will enhance comparative shopping decisions and encourage greater conservation of electricity.  
Duquesne Light Company is also taking vital steps to remove barriers to consumer participation in retail choice.  The Purchase of Receivables Program (POR) and Market Share Threshold (MST) Collaborative should enhance competition for smaller users of electricity and reduce the acquisition costs for serving customers.  The POR program should result in more offers to lower income customers, thereby bringing the benefits of competition to the doorstep of all consumers.  
For large customers, the day-ahead pricing program will enable them to make decisions regarding energy use the day before, which will enhance demand response in hourly markets.  Programs like this should play an increasing role in mitigating hourly prices in PJM markets.

Lastly, Duquesne Light has made some strides in reducing fixed price premiums and costs for its customers with loads greater than 25kW.  Specifically, instead of fixed pricing for 3 years, service to these customers will be re-priced twice annually based on a transparent market index.  This should help reduce the fixed-price premiums included in longer term fixed price products.  While not ideal, this is an improvement.
On the negative side, the settlement does little to mitigate price increases for small residential and commercial customers.  The 3-year fixed price default service includes high premiums for service to customers who, for whatever reason, fail to avail themselves of better pricing opportunities.  Under this settlement, these price premiums are paid to Duquesne Light’s affiliate without competitive bidding, i.e., wholesale supply to serve these customers is acquired solely through Duquesne Power and not through a competitive auction or bid process.  I can only hope that consumers will wake up and take advantage of discounts offered by competitive retail suppliers, and that the POR and MST programs will result in greater market participation by competitive suppliers.  
But I remain concerned that residential customers will not take advantage of competitive offers that provide discounts to the default service rates.  In Penn Power’s service territory, we have already seen lower prices ignored, perhaps because customers simply do not understand that the only difference between choosing a competitive supplier and staying with Duquesne Light as the default supplier is a lower rate or a more innovative product if they make the effort to switch.  The same electrons will flow to the customer, the same reliability will exist, and the same repairs will be made if needed.  The competitive supplier will just replace the electrons (by putting an equal amount of electrons back into the grid) that Duquesne Light (serving as the “wires” or distribution entity) supplied from the grid to the customer.  We need to understand the reasons why consumers have failed to avail themselves of these opportunities.  Until we do, and until we or others adequately educate consumers, default service will continue to dominate supply service.  Meanwhile, I have serious reservations about default service structures that impose high risk premiums on consumers.  A better portfolio of fixed and spot supply contracts would provide better long term default service to consumers.  
Lastly, when the compliance tariffs are submitted for the Commission’s approval, I ask that the Company and parties explain why a transmission loss factor, as provided for in the supplier tariff, is appropriate, when PJM has incorporated incremental transmission losses into Locational Marginal Prices effective June 1, 2007.  
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