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I. INTRODUCTION 

This reply brief is filed on behalf of Calpine Retail Holdings, LLC (“Calpine Retail”) to 

address two parties’ positions regarding the recovery of certain costs, known as Network 

Integration Transmission Services, or “NITS,” that are incurred by competitive Electric 

Generation Suppliers, or EGS’s.  Calpine Retail supports PECO’s proposal regarding the 

recovery of NITS, which is consistent with the two prior DSP proceedings in which this issue 

has been addressed.  In this Reply Brief, Calpine Retail addresses the arguments of the so-called 

Electric Supplier Coalition (the “ESC” or “Coalition”), which seek to overturn this well-

established precedent.  The Coalition’s proposal to replace reliance on competition to handle 

their own individual NITS costs with a shifting of their NITS costs to all customers would 

remove competitive discipline and reward the underperformers in the marketplace, while 

simultaneously punishing those who hold themselves accountable for their own business 

decisions, and who create innovative products and solutions to  manage their load and associated 

risks   

Another intervenor, the Pennsylvania Industrial Electric Users Group (“PAIEUG”) has 

strongly opposed any change in NITS recovery, and Calpine Retail supports PAIEUG in this 

regard.  However, PAIEUG has also proposed what it regarded as a reasonable alternative for a 

“carve out” for large users.  Calpine Retail believes that this alternative is unworkable (as does 

PECO).  Creating a special carve out would still reward poor performance and create a bailout.  

It would pick winners and losers, discourage innovative products and services,  and remove 

competitive discipline.  Calpine Retail serves all rate classes, not just the large users represented 

by PAIEUG.  To offer special carve out treatment based on rate class is discriminatory.  

Therefore, this alternative should also be rejected.  The recovery of NITS costs from Load 

Serving Entities should  continue as it has been implemented for the last ten years. 
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II. REPLY ARGUMENT 

A. The ESC Proposal on NITS Should Be Rejected

The ESC Brief argues that EGS’s should be excused from paying for NITS because NITS 

costs are volatile and hard to predict.1  This argument is factually unpersuasive, because it is 

based on the history of NITS charges imposed by other EDCs, not PECO.  More fundamentally, 

however, NITS charges are still based on each individual Load Serving Entities’ demands.  The 

better the LSE’s can manage their loads, the better they will be able to compete in the 

marketplace.  The ESC position is a tacit admission by a subset of the market that they have 

difficulty managing their loads, and that they want relief for their own business decisions and 

shortcomings. 

The ESC solution – to excuse EGS’s from the obligation to manage their loads, and to 

treat everyone as if their loads are just like everyone else’s – is to remove competition and 

associated products and services from the marketplace.  Those who are better at managing loads 

would no longer be able to offer products and services that address NITs exposures.  Competitive 

solutions to handle costs and risks should not be stifled because these Coalition members - a 

small subset of suppliers - are facing competitive discipline resulting from the need  to perform 

in a marketplace and face accountability for their own business and operational management 

decisions.  There must be  market consequences  and accountability  for   lack of performance in 

a market.  As pointed out by PAIEUG, the ESC solution in effect would be a rebundling of rates, 

in contravention of the mandate in the Competition Act that rates be unbundled to encourage 

competition for shopping customers.2. 

1 ESC Main Brief at 6-10. 
2 PAIEUG Main Brief at 4-6, citing Pa. C.S. § 2802 and 52 Pa. Code § 54.182 and 54.187(d). 
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B. The PAIEUG Alternative Proposal on NITS Should Be Rejected 

While PAIEUG devotes most of its brief to a persuasive critique of the ESC proposal, it 

also floats as an alternative a “carve-out” for large users.3  It suggests that the ESC proposal 

could be adopted for some shopping customers, but not others. 

Respectfully, such a result would be unworkable and also fundamentally at odds with the 

principles of competition that PAIEUG clearly values for its own members.  Calpine Retail’s 

interest in competition is not limited to serving large users.  Calpine Retail serves all rate classes 

of customers.   It is constantly assessing the market and considering how its expertise in 

managing load could give it a competitive advantage for all types of customers.  The so-called 

carve-out would eliminate any opportunity  to use its expertise and ability to manage its entire 

load regardless of rate class.  Calpine Retail  would be limited to  large customers and their 

associated load that is  included within the PAIEUG carve-out.  

In addition to being antithetical to competition, the so-called carve-out would be very 

difficult to implement, as demonstrated by PECO.4  It would be an awkward and expensive 

solution in search of a problem that does not exist.  There is no reason to change the existing 

system for recovering NITS costs from EGS’s such as Calpine Retail and the members of the 

ESC Coalition, all of whom compete as individual Load Serving Entities. 

3 PAIEUG Main Brief at 18-19.
4 PECO Main Brief at 31-32. 
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III. CONCLUSION 

For the foregoing reasons, the proposal of the Electric Supplier Coalition to change the 

way NITS costs are recovered by PECO from EGS Load Serving Entities should be rejected.  

The “carve-out” suggested by PAIEUG as an alternative to maintaining the status quo should 

also be rejected.  There should be no change to the way NITS costs are recovered by PECO from 

EGS Load Serving Entities. 

James Laskey 
(admitted pro hac vice) 
NORRIS McLAUGHLIN, P.A. 
400 Crossing Blvd, 8th Floor 
Bridgewater, NJ 08807 
Phone: (908) 252-4221 
Fax: (908) 722-0755 
jlaskey@norris-law.com 

Respectfully submitted, 

/s/ John F. Lushis, Jr.
John F. Lushis, Jr. (I.D. No. 32400)  
NORRIS McLAUGHLIN, P.A. 
515 W. Hamilton Street,| Suite 502 
Allentown, PA 1810 
Phone: (484) 765-2211  
Fax: (484) 765-2270  
jlushis@norris-law.com 

Attorneys for Calpine Retail Holdings, LLC 

September 8, 2020 
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