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Page 10 line I: What are the costs associated with migration risk to which you refer?
Please cite examples of such costs and the typical amount of such costs. When you state
“those risks and related costs are embedded in the product those FRS suppliers provide to
those utilities to meet their default service customers’ requirements,” are you stating that
the bid price includes those risks and related costs?

Response:

The costs associated with migration risks are the same costs associated with demand forecast
error. To the extent aggregated demand changes as a consequence of customer migration, it may
be necessary to either procure or liquidate hedges to account for that changed demand. There is
no typical amount for such costs as they vary based upon the specific facts and circumstances of
the hypothetical. With regards to the final question above, yes that is what Mr. Allegretti is
stating.
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