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Today we begin a process of balancing how we expose customers to the realities of current market prices with the availability of competitive Electric Generation Suppliers. I believe the purpose of regulation is to enable capitalism to live up to its own pretensions and its own rhetoric. I believe markets are useful allocative tools, not objects of worship.  Markets can fail, be manipulated and even tortured by criminal behavior, as in California.  
The allocative logic of the market does not solve all problems.  I used to say in speeches that regulators should inject competition wherever possible.  Sometimes you inject competition and it doesn’t take.  Competition worked well in natural gas, railroads, airlines, trucking, and in telecommunications.  Though there is a consolidation, oligopolistic competition may suffice.  Electricity, given its unique physics, no storage and the common parallel flow effect may not be as amenable to competition. I would like to bring up some main points:
1. 1970s coal crisis led to diversified portfolio regulations
2. I ask we look carefully at three ideas today:
a. Diversified portfolio of utility resources assembled over time (see OCA and Duquesne Light comments);
b. The auction approach as well expounded by PPL and

c. Small utility direct acquisition of energy in the Day-ahead market. 

Also, Provider of Last Resort (POLR) customers may benefit from lower energy costs and demand-side incentive rate designs if the Commission required the POLR to obtain its energy supplies in the Day-ahead Market.  This could avoid the costs of risks perceived by wholesale marketers who bid on POLR loads.  The POLR rates could be set up on a seasonal or semi-annual basis.  Demand-side incentive rates which moderate Locational Marginal Prices (LMP) could be instituted which share the cost-saving benefits with the POLR in order to compensate for diminished sales. 
Requiring the POLR to directly acquire energy "at prevailing market prices" in the Day ahead Market may be the lowest cost alternative for those smaller POLRs who have a limited number of LMP nodes. This may be a good alternative to auctions in circumstances such as those found in Pike County where the total sales potential are not attractive to competitive Electric Generation Suppliers (EGSs). 

