PENNSYLVANIA PUBLIC UTILITY COMMISSIONPRIVATE 

Harrisburg, Pennsylvania  17105-3265

PENNSYLVANIA PUBLIC UTILITY

 
PUBLIC MEETING - 

COMMISSION V. PENNSYLVANIA


MARCH 13, 2008  

POWER COMPANY 




MAR-2008-OSA-0104*








DOCKET NO: P-00072305
DISSENTING STATEMENT OF COMMISSIONER TYRONE J. CHRISTY

Before the Commission for consideration is the certified record developed from the remanded portion of Pennsylvania Power Company’s (Penn Power) Interim Default Service Supply Plan.  Specifically, the issue of default service supply procurement for the residential customer class was remanded to the Office of Administrative Law Judge by Commission Order issued January 2, 2008 (January 2nd Order).  The majority supports approval of the original Settlement Petition’s full requirements contract approach to the procurement of default service supply.  I respectfully disagree and will dissent from the majority’s decision. While the Commission found that it was not in the public interest to implement the Company’s proposed portfolio procurement approach, I believe otherwise. 

I continue to believe that a portfolio approach, as supported by the Office of Consumer Advocate, to obtain default service supply for Penn Power’s residential customers could produce better prices that are more reflective of the market than the full requirements approach within the Settlement and will reasonably balance risk and price.  In my opinion, considering the circumstances of this proceeding, adoption of the inflexible full requirements approach will result in excessive premiums to ensure price certainty and will close the door to the participation of several suppliers.  In our January 2nd Order, the Commission stated that its paramount concern was keeping the rising costs of electricity supply as low as possible.  
I believe the portfolio approach would have allowed for many more competitive suppliers to participate in Penn Power’s market.  Experience to date illustrates that there are only a limited number of firms capable of participating in the provision of full-requirements service.  In fact, it should be noted that the first default service plan conducted by Penn Power resulted in only two bidders, one being the affiliate of Penn Power.  While I am hopeful that this situation will improve in the future, it is a serious concern.  The majority avers that the OCA failed to demonstrate that the portfolio approach would result in significantly lower prices, relative to the full requirements proposal in the settlement.  To the contrary, there was no evidence presented that the full requirements approach will produce lower prices.  
I am also concerned with the message this Commission is sending to the electric industry within Pennsylvania.  This is the third electric default service proceeding presented to the Commission since my appointment and will be the third type of approach which the Commission has adopted.  In the Petition of Pike County Light & Power Company for Expedited Approval of its Default Service Implementation Plan at Docket No. P-00072245, the Commission endorsed the utilization of a monthly spot market purchasing program in lieu of a three year laddered hedging program proposed by the Company.   I dissented because of the complete reliance on spot market purchases for default service.  In the Joint Default Service Plan of Citizens’ Electric Company and Wellsboro Electric Company at Docket Nos. P-00072306 and P-00072307, the Commission adopted a stratified procurement plan which consisted of a year-round contract for 20-25 MW of load balanced with monthly contracts of 5 MW increments and completely precluded the Company from attempting a full requirements contract with one of its historical suppliers.  Here we are adopting a strict full requirements approach in lieu of a reasonable portfolio proposal similar to the proposed Citizens/Wellsboro approach we approved.  While I understand that different companies may require different default service approaches and I do not envision a one-size-fits-all approach, our recent decisions are not promoting stability within the state’s electric industry.
Because of the various approaches taken towards default service plans, I believe this Commission needs to closely analyze each plan’s results to assist in the structuring of future default service plans.  In this regard, I believe a critical component of the original Settlement is Paragraph 15 whereby Penn Power agrees to conduct a study of the risks and/or benefits of an alternative procurement methodology that reflects a portfolio of resources for residential customers prior to the filing of its next default service supply plan.  Penn Power has agreed to review the costs of physical blocks of power, both long-term and short-term, plus spot market purchases, which were available during the time leading up to, and during, the 2008-2011 default service supply plan.  I encourage Penn Power to diligently pursue this commitment as I will be very interested in reviewing the results of this analysis.

Lastly, I am concerned that the promise of lower, more competitive electric rates envisioned by retail competition is not being realized by the residential consumers of Pennsylvania.  I have this concern because of the risk premiums associated with the full requirements approach and because of what I believe is a flawed wholesale electric market.  Until such time as these design flaws are corrected, none of the default service procurement methodologies approved by the Commission are likely to result in lower, more reasonable retail electric prices for Pennsylvania’s electric consumers.  
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