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James J. McNulty, Secretary e o% 1N
Pennsylvania Public Utility Commission ot 2= oo
2" Floor North, Commonwealth Keystone Buildin e = oS it
P.O. Box 3265 P &
Harrisburg, PA 17105-3265 c Lo
Re: Request for Proposals Compliance Filing for Fixed Price Service to
Large Commercial and Industrial Customers for the Period June 1, 2006
through May 31, 2007, Docket No. P-00032071
Dear Secretary McNulty:
Enclosed please find the original and fifteen copies of the Response of Reliant
Energy, Inc., to the Commission Order in the above-captioned matter.
If you have any questions in reference to this, please feel free to contact us at the
address, above, or by calling 717-231-3833.
Respectfully,
Ll = = Dennis J. Buckley
o - - - PA ID No. 44358
(el Y =
) ”r ' £ Brian J. Knipe
LLl = B PA ID No. 82854
N £
o Klett Rooney Lieber & Schorling
17 North Second Street - 15" Floor
Harrisburg, PA 17101
Counsel for Reliant Energy, Inc.
PENNSYLVANIA DELAWARE NEW JERSEY WASHINGTON, D.C.
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Request for Proposals Compliance Filing for 4 Docket No. P-00§32071

Fixed Price Service to Large Commercial and
Industrial Customers for the period

June 1, 2006 through May 31, 2007

RE: Duquesne Light Company

COMMENTS OF RELIANT ENERGY, INC. ON THE COMMISSION’S TENATIVE
ORDER

Reliant Energy, Inc. (‘“Reliant”) is pleased to offer the following, limited comments with
respect to the Tentative Order entered on April 21, 2006 in the matter of Duquesne Light
Company’s (“Duquesne”) Request for Proposals and Compliance Filing for Fixed Price Service
to Large Commercial and Industrial Customers for the period June 1, 2006 through May 31,
200I6. The Tentative Order directed Duquesne to prepare a modified Request for Proposal
(“RFP”) and to hold a second auction for Fixed Price Service (“FPS”) for Large C&I Customers

for the period of June 1, 2006 through May 31, 2007.

BACKGROUND OF THE TENATIVE ORDER
On March 20, 2006, Duquesne conducted its approved RFP. On March 21, 2006,
Duquesne submitted to the Commission a compliance filing reporting the results of its REP to
implement its Provider of Last Resort (“POLR™) service for Large Commercial and Industrial
Customers ("Large C&I Customers™) receiving FPS effective June 1, 2006. In that compliance
filing, Duquesne reported that it had received no bids for FPS. Duquesne requested that the

Commission issue an order that concluded that the RFP was conducted in accordance with the



approved RFP Guidelines and that the only POLR service to be offered Large C&I Customers
from June 1, 2006, through May 31, 2007 was Hourly Priced Service (“HPS”) pursuant to Rider
9 of Duquesne’s tariff.

On March 23, 2006, Duquesne Industrial Intervenors (“DII”’) and the Industrial Energy
Consumers of Pennsylvania, et al., filed joint exceptions to the compliance filing requesting, in
summary, that the Commission refrain from issuing any order or Secretarial letter accepting the
RFP results, require Duquesne to issue an RFP that produces responsive bidders to offer FPS for
the period from June 1, 2006, through May 31, 2007, and expressly permit Duquesne’s sister-
affiliates, Duquesne Power or Duquesne Light Energy, to participate in the RFP.

The Commission’s Tentative Order directs Duquesne to prepare a modified RFP and hold
a second auction for FPS for Large C&1 Customers for the period of June 1, 2006 through May
31,2007. The Order directed interested parties to file comments with the Commission within
five days of the entry of the Order.

In the Commission’s Order, the Commission tentatively directs Duquesne to modify its
previously approved RFP for FPS and to conduct a second auction to “enable the continuation of
FPS on June 1, 2006 through May 31, 2007”. The Commission directs Duquesne to make the
following modifications to the previously approved RFP:

(1) Duquesne's retail EGS affiliate (Duquesne Light Energy) or its
wholesale supplier affiliate (Duquesne Power) may participate in the auction;

(2) The bids need not reflect the risks of implementing the PJM
Interconnection, LLC Reliability Pricing Model (“RPM”). Should the RPM be

implemented, the successful bidders would be allowed to reflect the additional

costs into the accepted bid prices;



(3) The bids need not reflect the entire POLR load associated with the
Large C&I Customers. The bids must reflect the load to the current FPS
customers, the HPS customers served by Duquesne, and additionally 25 percent
of the total Large C&I load that are currently being served by EGSs; and

(4) Should a significant amount of load migrate back to the new FPS,
Dugquesne would be ;equired to issue an RFP for an additional 25 percent of the
total Large C&I load. Duquesne should issue an additional RFP as soon as it
becomes aware of significant migration but in no case later than after 50 percent
of the su‘pply available under the accepted' bids is committed to the Large C&I

customers.

RELIANT’S COMMENTS ON THE TENATIVE ORDER,
MODIFICATION NUMBER 2

While Reliant understands that the Commission is concerned that the design of the RFP
may have unintentionally discouraged wholesale supplier participation, any modification to a
future RFP and the l‘eISl-lltiI]g product price should not reverse the successful competitive market
that exists in Duquesne for customers 300 kW and greater. Reliant believes that should an FPS
product continue to exist, it should reflect all of the costs and risks of providing the service in
order to create a level playing field. Electric Generation Suppliers (“EGSs”) must anticipate the
possibility of unknown and uncertain events and price them accordingly (e.g., the future
uncertainty of the effect on supply costs of RPM). If FPS does not reflect all of the costs and
risks of providing the service, then FPS will not adequately reflect the prevailing market price.

The Commission should not allow bidders in the FPS auction to ignore the RPM. Since RPM



may be implemented during the FPS term, suppliers should assess that uncertainty and price their
bids accordingly.

Reliant is concerned that the FPS product will become something other than a POLR
product that would have the potential to reverse the success of the competitive market place.
POLR service that does not reflect the costs and risks of providing the service creates a barrier to
competition because EGSs still must bear those costs and reflect them in their fixed priced
service offerings. EGSs do not have a regulatory mechanism such as the Commission’s
suggested 2™ modification by which to adjust their FPS during its term. Thus, customers will
be faced with looking at apples and comparing them to oranges when it comes to evaluating what
will become a quasi-FPS POLR product to real fixed priced services offered by an EGS.

Reliant recommends that a Inew RFP for FPS should appropriately include the costs and
risks of providing the service, including any potential RPM costs. To do otherwise would create
barriers to competition, which in turn results in less dynamic competition among EGSs, not

more.

SUMMARY AND CONCLUSION

Reliant appreciates the opportunity to offer comments on the Tentative Order in
this proceeding. While this proceeding is only focused on the fixed price option for C&I
customers for an additional twelve months in the Duquesne service territory, the
Commuission’s action will have an impact on the health and sustainability of the
competitive retail market. To ensure a compétitive retail market, Reliant urges the
Commission to remove the Order’s 2" modification so that the bids reflect all risks,

including the cost of RPM implementation, should the Commission decide to continue an



FPS product. Rehant urges the Commission to maintain FPS in its existing form as much
as possible so as to not create unnecessary regulatory uncertainty for all market
participants and, more importantly, to maintain the noteworthy success that competition
has brought to customers in Duquesne's service territory. Reliant believes that the current
default service structure in Duquesne has resulted in a workable competitive market for
customers 300 kW and greater. Reliant looks forward to continuing to work in

Pennsylvania to make the competitive retail market sustainable.

Respectfully submitted,
KLETT ROONEY LIEBER & SCHORLING

A Professional Corporation

By: 8-: ()" —
Dennisﬂ . Bu
PA ID #443

Brian J. Knipe
PA ID #82854

17 North Second Street — 15" Floor
Harrisburg, PA 17101

Telephone: (717) 231-7700
Facsimile: (717) 231-7712

Counsel for Reliant Energy, Inc.

Dated: April 26, 2006
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CERTIFICATE OF SERVICE

I'hereby certify that I have this day served a true and correct copy of the foregoing

document upon the individuals listed below, pursuant to 52 Pa. Code § 1.54:

By first-class mail:

Irwin A. Popowsky, Esquire
Tanya J. McCloskey, Esquire
Aron J. Beatty, Esquire
Office of Consumer Advocate
Forum Place, 5th Floor

555 Walnut Street
Harrisburg, PA 17101-1923

William R. Lloyd, Jr., Esquire
Steven Gray, Esquire

Office of Small Business Advocate
Suite 1102, Commerce Building
300 North Second Street
Harrisburg, PA 17101

Kenneth L. Mickens, Esquire

Office of Trial Staff

Pennsylvania Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

Kevin J. Moody, Esquire

Daniel Clearfield, Esquire

Wolf, Block, Schorr and Solis-Cohen LLP
212 Locust Street, Suite 300

Harrisburg, PA 17101

James Steffes

Vice President Government Affairs &
Chief Compliance Officer

Centrica North America

263 Tresser Boulevard

One Stamford Plaza, 8 Floor
Stamford, CT 06901

David M. Kleppinger, Esquire
Pamela C. Polacek, Esquire
Karen S. Miller Omer, Esquire
McNees Wallace & Nurick LLC
100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108-1166



Todd S. Stewart, Esquire

Hawke McKeon Sniscak & Kennard LLP
100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778

Gary A. Jeffries, Esquire
Dominion Resources Services, Inc.
1201 Pitt Street

Pittsburgh, PA 15221

Kelly A. Daly, Esquire

John E. McCaffrey, Esquire
Harvey L. Reiter, Esquire
Stinson Morrison Hecker LLP
1150 18th Street, NW, Suite 800
Washington, DC 20036

David Hughes
Citizen Power, Inc.
2121 Murray Avenue
Pittsburgh, PA 15217

John L. Munsch, Esquire
Allégheny Energy

800 Cabin Hill Drive
Greensburg, PA 15601-1689

Denise R. Foster, Esquire
Senior Counsel

PJM Interconnection, LLC
955 Jefferson Avenue

Valley Forge Corporate Center
Norristown, PA 19403-2497

Thomas M. Mullooly, Esquire
Foley & Lardner

777 E. Wisconsin Avenue
Suite 3800

Milwaukee, W1 53202-5367

Paul R. Bonney, Esquire

Ward L. Smith, Esquire

Exelon Business Services Company
2301 Market Street, S23-1
Philadelphia, PA 19101

Lisa Marie Decker, Esquire
Constellation Energ¥ Group
Candler Building, 5" Floor
111 Market Street
Baltimore, MD 21202

, W. Edwin Ogden, Esquire

Alan Michael Seltzer, Esquire

John F. Povilaitis, Esquire

Matthew A. Totino, Esquire

Ryan, Russell, Ogden & Seltzer LLP
1105 Berkshire Boulevard, Suite 330
Wyomissing, PA 19610-1222

Kenneth L. Wiseman, Esquire
Mark F. Sundback, Esquire
Andrews Kurth LLP

1701 Pennsylvania Avenue, NW
Washington, DC 20006

Michael Reid

Director, Materials
Management Services
AmeriNet Central

500 Commonwealth Drive
Warrendale, PA 15086-7513

Craig A. Doll, Esquire

25 West Second Street
P.O. Box 403
Hummelstown, PA 17036

Peter E. Meier, Esquire
Pepco Energy Services, Inc.
1300 North 17" Street
Suite 1600

Arlington, VA 22209

Lisa Yoho

Calpine Corp.

13501 Street, NW, Suite 1270
Washington, DC 20005



Richard S. Herskovitz, Esquire
Assistant General Counsel
Duquesne Light Company

411 Seventh Avenue, 8" Floor
Pittsburgh, PA 15219

John Hanger, Esquire
PennFuture

Suite 1801

117 S. 17" Street
Philadelphia, PA 19103

Dated: April 26, 2006
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