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CITY OF HOUSTON

Q. Has Reliant prepared any studies that show that the net margins for the Pilot Project are more than necessary to foster competition?  If so, please provide a copy of the studies.  Also, explain how the Commission can ensure that Mr. Griffey’s proposal will not result in net margins that are more than sufficient to foster competition.

A. Reliant has no studies that show that the net margins for the Pilot Project are more than necessary to foster competition.  Please see the transcript of the May 24, 2001 PUC Open Meeting at page 304.  See also the transcript of the March 7, 2001 PUC Open Meeting at page 91 where Chairman Wood remarks that "[q]uite frankly, the way I want to get there is the one that maximizes competitive headroom.  I think at this stage of the game that’s my main interest…”  In addition the Preamble to Substantive Rule 25.41 addresses the issue of an above market  price to beat as follows: 

“Finally, the commission concludes that the fuel factor under the price to beat may be adjusted up or down, which should provide a measure of protection for price to beat customers.  If affiliated REPs fail to timely request a downward adjustment in the fuel factor, affected customers will presumably seek service from another provider.  Additionally, PURA §39.262(e) recognizes that the price to beat may be an above market rate, and requires an offset to the final stranded cost determination to reconcile the amount above market that price to beat customers will pay if they remain with the affiliated REP.”
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