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August 11, 2011

MAINE PUBLIC UTILITIES COMMISSION 

ORDER SETTING STANDARD

Standard Offer Bidding Procedure CMP  

OFFER PRICES

And BHE Medium and Large Non-Residential 

Customers


WELCH, Chairman; VAFIADES and LITTELL, Commissioners
I.
SUMMARY


Through this Order, we set standard offer prices for Bangor Hydro Electric Company’s (BHE) large non-residential standard offer class for September 2011, provide an indication of possible prices for the remainder of the six-month standard offer term (October 2011 through February 2012) based on current forward prices, and establish a process for setting actual prices for the remainder of the term.

II.
BACKGROUND


On July 26, 2011, the Commission issued an Order Designating Standard Offer Providers in the above-captioned proceeding.  In that Order, the Commission designated standard offer providers for Central Maine Power Company’s medium and large non-residential standard offer classes and BHE’s medium non-residential standard offer class.  However, due to the unreasonably high prices bid for the large non-residential class in the BHE service territory, we declined to designate a standard offer provider for BHE’s large class and directed BHE to submit a plan for providing standard offer service to customers in the BHE large class during the period from September 1, 2011, through February 29, 2012.  

As required, BHE submitted a responsive filing on August 2, 2011.  BHE’s filing provided several different approaches to procuring supply for the large standard offer class.  Each approach has a different risk profile with respect to price levels and price certainty.      

III.
DECISION

1.
Pricing Approach 


Upon consideration of the various risks and other factors, we decide to establish the price for each month of standard offer term (September 2011 through February 2012) prior to the beginning of each month, rather than the usual practice of setting the prices for each of the six months in advance of the beginning of the term.  In our view, this approach properly balances consideration of price certainty with the overall level of the standard offer prices
 and reduces the risk of large deferrals of the difference between actual costs and pre-established prices.  



We will proceed to establish prices in the following manner.  We will set the price for September 2011 in this Order.  This price is set based on the current forward prices for September 2011, plus an adder for other items required to provide retail service, including capacity, ancillary services, line losses and renewable energy credits (RECs).  We also provide an indication of what prices might be for the remaining months of the term (October 2011 through February 2012) based on the current forward prices.
  



For the months starting with October 2011, we will set the actual prices no less than seven days before the beginning of the standard offer service month.  The actual prices will be set based on the indicative price for the month, adjusted to reflect the difference between then-current forward energy prices for the month and the August 8 settle prices shown below.  In addition, in setting the monthly prices throughout the term, we may consider any deferrals that have accrued due to the difference between the actual cost of supply and the prices paid by customers (which can be either positive or negative).  

To aid us in establishing the prices each month, we direct BHE to provide a report two days prior to the date we establish the prices for the standard offer service month.  This report shall contain BHE’s recommendation for standard offer prices based on the forward prices for the applicable standard offer month, as well as information specifying the amounts from prior standard offer service month(s) that have been deferred to date.


Consistent with the requirements of Ch. 301, § 8(D)(3), we will allow BHE to recover, through full reconciliation, all of its prudently incurred costs of providing  standard offer service to the large class pursuant to this Order.  We note that BHE is expected to procure standard offer supply in a reasonable and prudent manner to minimize the costs and risks to ratepayers.
  BHE may procure the supply on its own or contract with another entity to provide the service.    


Finally, we direct BHE to notify all its customers (both those currently taking standard offer service and those customers taking service from competitive suppliers) that qualify for the large standard offer service class of the change in how standard offer service will be priced as specified in this Order.

2.
Standard Offer Prices


Consistent with the pricing approach discussed above, we establish the standard offer price for BHE large standard offer class for September 2011 as follows:




Sept 2011--$0.0700/kWh


We also provide an indication of possible prices for the remaining months of the term based on the current forward prices:  



Oct  2011--$0.0700/kWh




Nov 2011--$0.0730/kWh




Dec 2011--$0.0870/kWh




Jan 2012--$0.0960/kWh




Feb 2012--$0.0970/kWh




These indicative prices reflect the forward market prices for electricity, in particular the ISO New England Internal Hub Peak and Off-Peak LMP Swap Futures, as settled on August 8, 2011 through CME Group
 
September 2011
$47.59 peak

$35.85 off-peak
October 2011
$46.55 peak

$36.65 off-peak

November 2011
$49.05 peak

$39.25 off-peak

December 2011 
$62.18 peak

$50.80 off-peak

January 2012
$71.17 peak

$57.47 off-peak

February 2012
$71.17 peak

$57.47 off-peak

Dated at Hallowell, Maine, this 11th day of August, 2011.

BY ORDER OF THE COMMISSION

_______________________________

Karen Geraghty

Administrative Director

COMMISSIONERS VOTING FOR:
Welch


Vafiades


Littell

� As a general proposition, the more in advance that prices are set, the higher the level of the prices.  This is because the supplier of standard offer supply has greater risks of price and load volatility.   





� We emphasize that these prices are only indications of possible future prices based on current forward prices.  As such, actual prices may vary extensively from the stated indication of possible future prices.





� For example, we would not expect BHE to satisfy the State’s portfolio requirement through the alternative compliance mechanism in the event that the market prices for Maine RECs are less costly.





		� CME Group represents the merger of the Chicago Mercantile Exchange (CME), the Chicago Board of Trade (CBOT), the New York Mercantile Exchange (NYMEX) and its commodity exchange division, Commodity Exchange, Inc. (COMEX).  The formation of CME Group did not, however, result in any change to trading privileges for CME, CBOT and NYMEX/COMEX members.








