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DECISION

I.
Introduction

A. Summary

In this proceeding, the Department of Public Utility Control revises its protocols regarding disclosure of auction results for wholesale Standard Service and Supplier of Last Resort service procurements and the processing of retail rate proposals incorporating those results.

B. Conduct of the Proceeding


No hearing was required, and none was held.

C. Current Disclosure Standards


In its Decision dated June 21, 2006 in Docket No. 06-08-01PH01, DPUC Development and Review of Standard Service and Last Resort Service – Phase I, the Department generally mirrored the bid disclosure rules utilized at the time by the ISO‑New England, Inc. for its day-ahead energy market, and ruled that redacted bid material associated with Standard Service and Supplier of Last Resort (Last Resort) Service procurements would be released after six months had elapsed from the conduct of the auction.  The redactions omitted from bid sheets the names of the bidders.


In Standard Service procurements held to date, the Department has included language to the effect that the wholesale pricing and nature of wholesale generation contracts were protected for two weeks following the execution of the contracts to enable the winning bidders to hedge appropriately.  Additionally, the Department has ruled that the wholesale pricing and nature of the contracts would not be released until two weeks after all portions of Standard Service and Last Resort Service have been contracted for by both electric distribution companies.


The current price disclosure policy has proven difficult to apply in practice.  Specifically, the interaction between the two pricing disclosure rules described above engenders uncertainty for both the Department and the electric distribution companies following any procurement.

Finally, electric suppliers have also voiced concerns regarding the current practice.

At a January 15, 2008 hearing held in Docket Nos. 06‑01-08RE01, DPUC Development and Review of Standard Service and Last Resort Service ‑ Plan Approval ‑ Bilateral Contracts Outside of Auction, and 07‑06‑58, DPUC Report to the General Assembly on Standard Service Procurement, the Department requested that a working group comprising The Connecticut Light and Power Company (CL&P), The United Illuminating Company (UI), Levitan & Associates, Inc. and the Office of Consumer Counsel (OCC) submit a “straw man” disclosure proposal.

D. Joint Proposal

On March 17, 2008, the working group parties submitted, in response to the Department’s request for a “straw man” disclosure proposal, a jointly proposed protocol that would guide future procurement disclosure.  The Joint Proposal requests that the names of successful bidders be protected for a two week period after contract approval by the Department.  When two weeks have elapsed, the electric distribution companies would file: 1) the cumulative percentage of load that has been awarded for each service term covered under the most recent request for proposal (RFP), and 2) upon award of 100% of the load for a given service term, the names of all suppliers for that service term.  The percentage of load obligation awarded to each supplier would not be released.  Joint Proposal, pp. 1, 2.

With respect to the release of bid data, the Joint Proposal notes that the ISO‑NE information policy has recently changed such that bid and offer information are released on the first day of the fourth calendar month following the month in which applicable demand bids and supply offers were in effect.  Based on the revised ISO‑NE policy, the Joint Proposal recommends that an electric distribution company file, 90 days after each procurement is conducted, redacted copies of all bid sheets received.
  Joint Proposal, p. 2.

Finally, the Joint Proposal included potential timeframes for Department approval of new retail rates.  Under the Joint Proposal, the timeframes are important because they indicate 1) when proposed new retail rates become publicly known (upon filing with the Department); and 2) when the Department would approve retail rates for the upcoming rate change.  The Joint Proposal assumes that retail rate applications would adjust only the Generation Services Charge (GSC) and Bypassable Federally Mandated Congestion Charge (BFMCC) rates in a Conn. Gen. Stat. § 16‑19b administrative proceeding.  The approval of other rate components, or modification of rate design for the GSC component, would require more approval time than anticipated in the proposed schedule.  Joint Proposal, p. 3.

The Joint Proposal anticipates that proposed GSC and BFMCC retail rates for Standard Service would be filed approximately 40 days prior to the date upon which new rates take effect, with approval by the Department approximately 15 days later.
  For example, retail rates that would become effective on July 1st would be submitted on May 20th and would require Department approval no later than June 4th.  For rates that become effective on January 1st, rates would be proposed on November 20th, with Department approval taking place on December 3rd.  Joint Proposal, p. 3; Exhibit 1.

For Last Resort Service, retail rates would be filed approximately 30 days prior to the date upon which new rates take effect, with approval by the Department approximately 15 days later.
  For example, rates would be proposed on June 2 for July 1st rates, with Department approval taking place on June 18.  For October 1st effective dates, rates would be proposed on September 1, with Department approval taking place on September 17.  Joint Proposal, p. 3; Exhibit 1.

E. Request for Written Comments

On April 3, 2008, the Department issued a Notice of Request for Written Comments in which it sought reaction to the Joint Proposal.  Specifically, the Department requested that participants comment on:

1.
Whether the Department should adopt the March 17, 2008 joint proposal in whole or in part;

2.
Whether, two weeks after the approval of Standard Service (or at some other point in time), the Department should publicly release a graphic with the following information:

a)
For service terms that are 100% awarded, the weighted wholesale average contract prices by customer class; and

b)
For service terms that are not 100% awarded, the cumulative percentage of load that has been awarded for that term, but no mention of weighted average contract prices.


In response to the Notice, the Department received comments from Dominion Retail, Inc. (Dominion), CL&P, the Constellation Energy Commodities Group, Inc. and Constellation NewEnergy, Inc. (collectively, Constellation), and The Attorney General for the State of Connecticut (AG).


Dominion supports the Joint Recommendation, and additionally requests that the Department require electric distribution companies to disclose, within two weeks of Department approval of a procurement, the average price paid for each service term and the nature of the contracts (such as, whether the contract is for an all inclusive product, or whether the electric distribution companies would be responsible for congestion).  According to Dominion, retail electric suppliers cannot design truly competitive offers for their customers unless the price and terms for Standard Service or Last Resort Service are known.  Dominion Written Comments, p. 3.  If the Department declines to require disclosure of the average price paid for each service term within two weeks of Department approval of a procurement, Dominion requests disclosure of the percentage of the load awarded at the procurement.  Dominion Written Exceptions, p. 4.

Additionally, Dominion requests that the Department ensure that retail rates are approved at least sixty days prior to their effective date so that customers have sufficient time to make informed decisions about their energy supply.  Also, approving rates at least sixty days prior to their effective date allows customers to take action to avoid those rates, as generation suppliers are changed on scheduled meter reading dates.  Because of this dynamic, Dominion argues, customers may pay potentially higher rates for up to two billing periods before a change in generation supply is effectuated.  Dominion Written Comments, p. 4.


CL&P supports the Joint Recommendation, and recommends its adoption in full.
  However, CL&P opposes providing pricing information prior to the approval of retail rates because doing so could cause customer confusion.  According to CL&P, the ratemaking process requires adjustments and refinements to be made to RFP pricing results.  As a consequence, the actual approved retail rates typically differ from the RFP results.  CL&P Written Comments, p. 2.


Constellation urges the Department to adopt the Joint Recommendation.  According to Constellation, the Joint Recommendation strikes the appropriate balance between the desire for transparency and the need for confidentiality in the procurement process.  Constellation Written Comments, p. 5.


The AG states that the procurement process should be as transparent and flexible as is reasonably possible, and recommends the immediate release of all bid data, including bidders’ identities and offers just as in any other state administered RFP process.  Such transparency would, according to the AG, promote a fair, open and competitive bidding and selection process that inspires public confidence in the results.  According to the AG, the lack of transparency has contributed to the higher rates experienced in procurement processes, and has undermined the public’s confidence in the fairness and efficiency of the electric markets.  Additionally, the AG requests the release, upon the approval of a procurement, of data showing the cumulative percentage of load that has been awarded for each service term as well as the names and percentage of load associated with each supplier for any given service term.  Finally, the AG supports the release of a graphic depicting the weighted average contract prices by customer class for each service term that is 100% awarded, and also suggests that the graphic depict the percentage of load for any service term that is not fully awarded.  AG Written Comments, pp. 3 5.

F. Other Jurisdictions’ Procurement Processes


The Department has researched rulings and laws of other restructured states as they relate to Standard Service solicitations.  While the Department’s research is by no means exhaustive and authoritative, it nonetheless provides insight into other states’ procedures.

1.
Delaware


The Delaware Public Service Commission requires the release of the following information 21 calendar days after the Commission selects winning bidders for the final tranche: 1) aggregate information about bids received and winning bids; 2) the names of the winning bidders for each customer class; 3) the percentage of load won by each winning bidder (by name) for each customer class; and 4) retail rates for the upcoming contract period.
  Specific dollar amounts for any bidders are not released.

2.
District of Columbia

The Public Service Commission of the District of Columbia allows for the release of the names of the winning bidders no earlier than ninety (90) days after the completion of bidding for the final tranche of a particular year’s procurement.  Other information regarding winning bids is not released.

3.
Illinois

Illinois requires that the names of the successful bidders and the load weighted average of the winning bid prices for each contract type and term be made available to the public when the Illinois Commerce Commission approves a procurement.  Confidential information from the procurement process, including confidential reports submitted by the procurement administrator and procurement monitor, is not made publicly available, and can only be discoverable in a proceeding upon a showing of compelling demonstration of need.

Electric utilities are required to file, within 2 days of the procurement, actual or estimated retail supply charges, by customer group.

4.
Maryland

Electric utilities in Maryland are required to disclose the names of all bidders and the names and load allocation of all successful bidders 90 days after all contracts for supply are executed.

5.
Pennsylvania

Pennsylvania requires that bids submitted in response to a power procurement process be treated as confidential.

II.
Department Analysis

G. Bid Data

For the past several years, many who are frustrated with the prices experienced in Standard Service procurements have criticized the procurement process itself, suggesting that the process contributes to the results, and that increased transparency would lead to better results.  However, as shown in Section I.F. above, the Department could not identify a procurement process used by another jurisdiction that nears Connecticut in terms of transparency.

The Department has generally mirrored the ISO‑NE rules with regard to the release of bid data.  At the time the policy was adopted, ISO‑NE information policy allowed the release of bid data six months after the conduct of the auction.  Subsequent to the Department’s mirroring of that policy, ISO‑NE revised its policy such that bid and offer information are released on the first day of the fourth calendar month following the month in which applicable demand bids and supply offers were in effect.  Joint Proposal, p. 2.  The Department agrees with the Joint Proposal’s recommendation to continue mirroring the ISO‑NE information policy.  Therefore, the Department adopts the Joint Proposal’s recommendation that each electric distribution company file, 90 days after each Standard Service and LRS procurement is conducted, copies of bid sheets received, provided that bidders’ identities are redacted from such filing.  

H. Contract Prices and Retail Rates

In reopening this proceeding, the Department seeks to provide a more workable framework associated with the timely release of procurement results.  Retail electric suppliers are interested in quickly obtaining procurement results, and have requested disclosure of the average price paid for each service term and the nature of the contracts within two weeks of procurement approval.  Additionally, electric suppliers request that retail rates be approved at least 60 days prior to their effective date.  Additionally, the Department seeks to provide for more orderly administration of retail rate proposals.

Electric suppliers request the release of weighted average procurement results within two weeks of procurement approval.  The electric distribution companies have expressed concern regarding customer confusion, as there is a distinction between the weighted average of the prices of approved contracts and proposed retail rates.  The Department shares these concerns.  In addition to the distinction between the average prices of approved contracts and proposed retail rates, distinctions exist between the electric generation portion of the bill and the entire bill.  The percentage increase in electric generation services is not the same as the percentage increase on a total bill basis.  The retail rates proposed by CL&P on May 30, 2008 provide a perfect illustration.  Although CL&P’s power procurement costs increased between the first and second half of 2008, a substantial net existing over-recovery of GSC costs allowed CL&P to propose a GSC rate decrease of 1.2% for residential Standard Service customers.  On a total bill basis, however, the proposed overall residential rate increased 1.1% due to changes in other bill components.
  Additionally, it is entirely possible that a procurement could result in the approval of one contract.  The Department has always attempted to avoid revealing individual wholesale contract prices.

Given the potential for customer confusion, the Department adopts the Joint Proposal’s requirement that the electric distribution companies file the following information after two weeks have elapsed from procurement approval: 1) the cumulative percentage of load that has been awarded for each service term covered under the most recent RFP, and 2) upon award of 100% of the load for a given service term, the names of all suppliers for that service term.  The Department agrees with and adopts this aspect of the Joint Proposal, including the proposition that the percentage of load obligation awarded to each supplier would not be disclosed.  In contrast to the Joint Proposal, which requires the disclosure of only the cumulative percentage of load for service terms covered under the RFP, Dominion requests disclosure of the specific percentage of load attributable to the recent RFP.  According to Dominion, disclosure of these specific percentages would allow retail suppliers to better assess current wholesale and retail market conditions and to procure power at a price that will allow ratepayers the opportunity to take fuller advantage of the benefits available in the competitive retail market.  Dominion Written Exceptions, p. 4.  The Department will not adopt Dominion’s alternative proposal at this time.  Dominion’s alternative proposal would not create customer confusion regarding prices, and would allow electric suppliers to better understand the composition and likely cost of Standard Service.  However, the proposal was introduced in written exceptions, and has not been fully vetted in this proceeding.  The Department is also concerned that the proposal might promote a weaker form of competition that does not serve the public interest.  That is, the proposal could enable electric suppliers to base offerings on the expected composition of Standard Service, rather than best value for customers available in the marketplace.
As a result of the foregoing, the effect of procurements will first show up in proposed retail rate filings, which are presented to the Department pursuant to Conn. Gen. Stat. § 16‑19b.  The Joint Proposal suggests that GSC and BFMCC rates for Standard Service would be filed 40 days prior to the date upon which new rates take effect, with approval by the Department approximately 15 days later.  For Last Resort Service, rates would be filed approximately 30 days prior to the date upon which new rates take effect, with approval by the Department approximately 15 days later.  Electric suppliers request the final approval of proposed rates sixty days prior to their effective date.  The Department concludes that the efficient processing of retail rate filings requires slightly more time than is included in the Joint Proposal, and requires that retail rates be filed 45 days prior to their effective dates.

To date, the Department has processed the electric distribution companies’ requests separately, effectively doubling administrative burdens on the Department.  As Exhibit 1 to the Joint Proposal shows, over time, the filing dates for the two electric distribution companies can be uniform.  Therefore, the Department will attempt to process both companies’ retail GSC/BFMCC rate requests together.

As discussed above, expressing rate changes associated with individual rate components can cause customer confusion.  Therefore, although proposed tariffs are necessary for only the GSC and BFMCC, the Department will require that each electric distribution company include for informational purposes
 in its GSC/BFMCC proceedings, each rate component represented in the total bill.  For this filing, the electric distribution companies should use rates which have been approved for the time period in which the proposed Standard Service rates will be in effect.  If a rate has not yet been approved for the upcoming time period, the electric distribution company should use its proposed rate for that time period, or an estimate of what its proposed rate will be.

The fourth new requirement that the Department will introduce in this Decision is for the electric distribution companies to propose, in each Conn. Gen. Stat. § 16‑19b administrative proceeding, a schedule for the next administrative proceeding.  This will contribute toward more efficient processing of applications in the future.

For Last Resort Service, the proposed changes are applicable: 1) proposed retail rates should be filed with the Department 45 days prior to their effective date; 2) both electric distribution companies’ Last Resort Service rates will be processed in the same proceeding; 3) each rate component should be included on an informational basis so as to present the impact on the total bill; and 4) in each administrative proceeding, a schedule for the next administrative proceeding should be proposed.


The following tables provide the schedule that will be implemented based on the instant proceeding.  The Department notes that all dates are approximate and do not consider holidays or weekends.

Table 1

[image: image2.emf]Schedule for Filing Standard Service Rates

Utility Files Rates

DPUC Approval 

of Rates

Effective Date New 

Rates 

November 15thDecember 1stJanuary 1st

May 15thJune 1stJuly 1st

Note: All dates are "on or before"


Table 2

[image: image3.emf]Schedule for Filing Last Resort Service Rates

Utility Files Rates

DPUC Approval of 

Rates

Effective Date New 

Rates 

November 15thDecember 1stJanuary 1st

February 15thMarch 1stApril 1st

May 15thJune 1stJuly 1st

August 15thSeptember 1stOctober 1st

Note: All dates are "on or before"


III. 
Findings of Fact

1.
The current price disclosure policy has proven difficult to apply in practice.

2.
Proposed retail rates are based upon, but do not precisely mirror, the average prices of approved contracts.

3.
The percentage increase in electric generation services is not the same as the percentage increase on a total bill basis.

IV.
Conclusion


The Department concludes that the current protocols for the disclosure of Standard Service and Last Resort Service auction results should be revised.  Although the Department does not require disclosure of the pricing results of individual Standard Offer and LRS procurements, it requires the filing of proposed retail rates 45 days prior to their effective date.  The Department also concludes that the disclosure of bid data should be modified similar to the manner in which the ISO‑NE has modified its information policy.
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This Decision is adopted by the following Commissioners:

	

	

	Donald W. Downes 

	

	

	Anthony J. Palermino 

	

	

	John W. Betkoski, III 
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Ask lead "Enter the lead staff's first initial and last name (i.e., R. Poirier)"
� The redaction would mask bidders’ identities from the filing.


� Currently, CL&P utilizes BFMCC charges for its Standard Servide rates, but UI does not.  However, UI may utilize BFMCC charges in the future.


� Currently, CL&P utilizes BFMCC charges for its Last Resort Service rates, but UI does not.  However, UI may utilize BFMCC charges in the future.


� CL&P also states that UI has authorized CL&P to represent that it agrees with the comments expressed in CL&P’s filing.


� Order No. 7053, In the Matter Of the Provision of Standard Offer Supply to Retail Consumers in the Service Territory of Delmarva Power & Light Company After May 1, 2005, pp. 27-32 (2006).


� Order No. 14065, Formal Case No. 1017, In the Matter of the Development and Designation of Standard Offer Service in the District of Columbia, pp. 5-7 (2006).


� 220 ILCS 5/16-111.5(h).


� 220 ILCS 5/16-111.5(i).


� Md. Public Utility Companies Code Ann. § 7-510(c)(4)(ii)(5).


� 52 Pa. Code § 54.186(c)(5).


� CL&P’s May 30, 2008 filing represents proposed rates, which may not necessarily represent the approved rates.


� Other proceedings are typically utilized to establish individual rate components such as, inter alia, electric distribution charges, electric transmission charges, the competitive transition assessment and the systems benefits charge.





	

	
	


	

	
	



