SENATE ANVENDED
PRI OR PRI NTER S NO. 1762 PRINTER S N0, 4282

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1509 e

I NTRODUCED BY DURHAM FI CHTER, KENNEY, EVANS, TRELLGQ,
YOUNGBLOOD, PRESTON AND WOGAN, APRIL 27, 1995

SENATOR LCEPER, RULES AND EXECUTI VE NOM NATI ONS, | N SENATE, RE-
REPORTED AS AVENDED, NOVEMBER 20, 1996
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AN ACT

Conselt+dated-Statutes—provi-diagter—the regulatton—-of

AVENDI NG TI TLES 15 ( CORPORATI ONS AND UNI NCORPORATED <—
ASSCCI ATI ONS) AND 66 (PUBLIC UTILITIES) OF THE PENNSYLVAN A
CONSOLI DATED STATUTES, PROVI DI NG FOR GENERATI ON CHO CE FOR
CUSTOVERS OF ELECTRI C COOPERATI VES AND UTI LI TI ES; FURTHER
PROVI DI NG FOR DEFI NI TI ONS; REENACTI NG PROCEDURAL REQUI REMENTS
FOR TAXI CAB CERTI FI CATES AND MEDALLI ONS; PROVI DI NG FOR
RESTRUCTURI NG OF THE ELECTRI C UTI LI TY | NDUSTRY; AND FURTHER
PROVI DI NG FOR TAXATI ON.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
. . . 8}t Tit) Y I . -
SECTION 1. TITLE 15 OF THE PENNSYLVANI A CONSCLI DATED <—
STATUTES |'S AMENDED BY ADDI NG A CHAPTER TO READ:
CHAPTER 74
CENERATI ON CHO CE FOR CUSTQOVERS
OF ELECTRI C COOPERATI VES
SEC.
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7401. SHORT TI TLE OF CHAPTER

7402. APPLI CATI ON.

7403. DECLARATI ON OF PQLI CY.

7404. DEFI NI TI ONS.

7405. CUSTOVER CHO CE I N ELECTRI C COOPERATI VE SERVI CE

TERRI TORI ES.

7406. COWPETI TI ON BY ELECTRI C COOPERATI VES.

7407. TRANSI TI ON SURCHARGE AND STRANDED COST RECOVERY.
7408. OPTION TO ELECT COW SSI ON REVI EW

7409. UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON.

7410. SAVI NGS PROVI SI ON AND REPEALER.

§ 7401. SHORT TI TLE OF CHAPTER

TH S CHAPTER SHALL BE KNOWN AND MAY BE Cl TED AS THE
ELECTRI CI TY GENERATI ON CHO CE FOR CUSTOMERS OF ELECTRIC
COOPERATI VES ACT.

§ 7402. APPLI CATI ON.

THE PROVI SIONS OF 66 PA.C.S. CH. 28 (RELATING TO
RESTRUCTURI NG OF ELECTRI C UTI LI TY | NDUSTRY) SHALL NOT APPLY TO
ELECTRI C COOPERATI VE CORPORATI ONS OR TO THE LAWS RELATI NG TO
ELECTRI C COOPERATI VE CORPORATI ONS.

§ 7403. DECLARATI ON CF PQLI CY.

THE GENERAL ASSEMBLY FI NDS AND DECLARES AS FOLLOWE:

(1) BECAUSE OF ADVANCES I N ELECTRI C GENERATI ON
TECHNOLOGY AND FEDERAL | NI TI ATI VES TO ENCOURAGE GREATER
COWPETI TION I N THE WHOLESALE ELECTRI C MARKET, I T IS NOWIN
THE PUBLI C | NTEREST TO PERM T RETAI L CUSTOVERS TO OBTAI N
DI RECT ACCESS TO A COWVPETI Tl VE GENERATI ON MARKET, AS LONG AS
SAFE AND AFFORDABLE SERVI CE | S AVAI LABLE AT LEVELS OF
RELI ABI LI TY THAT ARE CURRENTLY ENJOYED BY THE CI TI ZENS AND
BUSI NESSES OF TH S COMVONVEALTH.

19950H1509B4282 - 2 -



© o0 N oo o A~ wWw N P

N RN R R R R R R R R R R
N P O © O N o N~ W N kP O

23
24
25
26
27
28
29

(2) ELECTRI C COOPERATI VE CORPORATI ONS WHI CH OAN AND
OPERATE ELECTRI C GENERATI QN, TRANSM SSI ON OR DI STRI BUTI ON
FACILITIES IN TH 'S COMONVEALTH, WH CH ARE OPERATED ON A
NONPROFI T BASI S AND WH CH ARE OANED AND ARE DEMOCRATI CALLY
CONTROLLED BY THE MEMBER CONSUMERS VWH CH THEY SERVE ARE AN
ESSENTI AL PART OF THE RURAL | NFRASTRUCTURE AND AN | MPORTANT
PARTI Cl PANT | N THE ECONOM C DEVELOPMENT AND VI TALI TY OF
SI GNI FI CANT AREAS OF THI S COVMONWEALTH.

(3) I N PROVID NG FOR CUSTOVER CHO CE FOR THE MEMBER
CONSUMERS OF ELECTRI C COOPERATI VE CORPORATI ONS, THE FI NANCI AL
| NTEGRI TY, OPERATI ONS AND | NDEPENDENCE OF ELECTRI C
COOPERATI VE CORPORATI ONS MUST BE PROTECTED AND PRESERVED,

VWH LE COVMPARABLE STANDARDS ARE PROVI DED FOR ELECTRI C

SUPPLI ERS FOR THE PROVI SI ON OF SERVI CE TO NEW LOADS, BY

PROVI DI NG FOR THE CONTI NUED EXEMPTI ON FOR ELECTRI C

COOPERATI VE CORPORATI ONS FROM THE JURI SDI CTI ON AND CONTROL OF
THE COW SSI ON AND BY PROVI DI NG FOR A SEPARATE SYSTEM OF

CHO CE FOR PERSONS | N THE SERVI CE TERRI TORI ES OF ELECTRI C
COOPERATI VE CORPORATI ONS.

(4) THE COWLETE RI GHT OF ELECTRI C COOPERATI VE
CORPCORATI ONS TO COWPETE W TH OTHERS | N PROVI DI NG ELECTRI C AND
OTrHER SERVI CES MUST BE PROVI DED FOR THROUGHOUT THI S
COMVONVEEAL TH.

§ 7404. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S CHAPTER

SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE
CONTEXT CLEARLY | NDI CATES OTHERW SE:

"COW SSI ON. " THE PENNSYLVANI A PUBLI C UTI LI TY COW SSI ON.
" DEPARTI NG MEMBER. " A MEMBER CONSUMER SERVED AT RETAIL BY AN

30 ELECTRI C COOPERATI VE CORPORATI ON THAT HAS G VEN NOTI CE OF | NTENT

19950H1509B4282 - 3 -
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TO RECEl VE GENERATI ON SERVI CE FROM ANOTHER SOURCE OR THAT 1S
OTHERW SE | N THE PROCESS OF CHANG NG GENERATI ON SUPPLI ERS. THESE
PERSONS SHALL NONETHELESS REMAI N MEMBERS OF THE ELECTRI C

DI STRI BUTI ON COOPERATI VE CORPORATI ON FOR PURPCSES OF

DI STRI BUTI ON SERVI CE.

" ELECTRI C- CONSUM NG FACI LI TIES." AS DEFI NED | N SECTI ON 7352
( RELATI NG TO DEFI NI TI ONS)..

"RETAI L ELECTRI C SERVICE." AS DEFINED | N SECTI ON 7352
( RELATI NG TO DEFI NI TI ONS)..

"SERVI CE TERRI TORY." THE SERVI CE TERRI TORY OF ELECTRI C
COOPERATI VE CORPORATI ONS ESTABLI SHED | N CHAPTER 73 ( RELATI NG TO
ELECTRI C COOPERATI VE CORPORATI ONS) AS | NTERPRETED BY EXI STI NG
CASE LAW

" TRANSI TI ON SURCHARGE. " THE TOTAL STRANDED COSTS PAYABLE TO
AN ELECTRI C COOPERATI VE CORPORATI ON AS A CONDI TI ON PRECEDENT TO
A CONSUMER- MEMBER OF AN ELECTRI C COOPERATI VE CORPORATI ON HAVI NG
THE RI GHT TO RECEI VE ELECTRI C GENERATI ON SERVI CE FROM ANOTHER
SOURCE.

§ 7405. CUSTOVER CHO CE | N ELECTRI C COOPERATI VE SERVI CE
TERRI TOR! ES.

(A) GENERAL RULE. - -

(1) AN ELECTRI C COOPERATI VE CORPORATI ON SHALL PROVI DE

OPEN AND NONDI SCRI M NATORY ACCESS AND ALLOW OTHER ELECTRI C

GENERATI ON SUPPLI ERS THAT HAVE BEEN LI CENSED OR CERTI FI ED BY

THE COVM SSI ON OR JURI SDI CTI ONAL PUBLI C UTI LI TI ES TO UTI LI ZE

THE COOPERATI VE' S FACI LI TI ES TO MAKE SALES TO END- USE

CUSTOVERS | T SERVES. A PERSON THAT, ON OR AFTER THE EFFECTI VE

DATE OF THI'S CHAPTER, RECEIVES RETAIL ELECTRI C SERVI CE AT AN

ELECTRI C- CONSUM NG FACI LI TY FROM AN ELECTRI C COOPERATI VE | N

THI'S COMVONVEALTH OR OWNS OR OCCUPI ES AN ELECTRI G- CONSUM NG
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FACI LI TY WTH N THE SERVI CE TERRI TORY OF AN ELECTRI C
COCOPERATI VE CORPORATI ON SHALL HAVE THE RI GHT TO PURCHASE AND
RECEI VE ELECTRI C GENERATI ON FROM ANOTHER SOURCE AT THE
CONCLUSI ON OF A FOUR- YEAR TRANSI TI ON AND PHASE-I N PERI OD
BEG NNI NG ON THE EFFECTI VE DATE OF TH S CHAPTER AND ENDI NG
JANUARY 1, 2001. THE FOLLOW NG SCHEDULE FOR PHASED
| MPLEMENTATI ON OF RETAI L ACCESS SHALL BE ADHERED TO UNLESS
THE COW SSI ON SHOULD DETERM NE TO EXTEND THE TRANSI TI ON AND
PHASE-I N PERI GD FOR | TS JURI SDI CTI ONAL ELECTRI C UTI LI TI ES
UNDER 66 PA.C.S. § 2806 (RELATING TO | MPLEMENTATI ON, PI LOT
PROGRAMS AND PERFORVANCE- BASED RATES), I N WHI CH CASE THE
TRANSI TI ON AND PHASE-I N PERI OD FOR ELECTRI C COOPERATI VE
CORPORATI ONS SHALL BE SUBSTANTI ALLY SI M LAR TO THAT
ESTABLI SHED BY THE COWM SSI ON FOR DI RECT ACCESS TO THE
COWPETI Tl VE ELECTRI C GENERATI ON MARKET BY CUSTOVERS OF
ELECTRI C UTI LI TI ES:
(1) AS OF JANUARY 1, 1999, A MAXI MUM OF 33% OF THE
PEAK LOAD OF EACH CUSTOMER CLASS SHALL HAVE THE
OPPORTUNI TY FOR DI RECT ACCESS.
(1) AS OF JANUARY 1, 2000, A MAXI MUM OF 66% OF THE
PEAK LOAD OF EACH CUSTOMER CLASS SHALL HAVE THE
OPPORTUNI TY FOR DI RECT ACCESS.
(rrr)y AS OF JANUARY 1, 2001, ALL CUSTQOVERS COF
ELECTRI C COOPERATI VE CORPCORATI ONS I N THI S COVMONWEALTH
SHALL HAVE THE OPPORTUNI TY FOR DI RECT ACCESS.
(2) | F THE COW SSI ON ESTABLI SHES A PHASE-I N PERI OD
VWH CH I'S NOT' UNI FORM AMONG ELECTRI C UTI LI TI ES, THEN THE
PHASE- I N PERI GD FOR PERSONS | N THE SERVI CE TERRI TORI ES OF
ELECTRI C COOPERATI VE CORPORATI ONS MAY BE AS LONG AS THAT OF
THE LONGEST PHASE-I N PERI GD PERM TTED BY THE COMM SSI ON. NO
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ELECTRI C COOPERATI VE CORPORATI ON MAY UTI LI ZE THE TRANSM SS| ON
OR DI STRI BUTI ON SYSTEM OF AN ELECTRI C UTI LI TY REGULATED BY
THE COW SSI ON FOR THE PURPGSE OF PROVI DI NG GENERATI ON
ELECTRI C SERVI CE UNTI L THE ELECTRI C COOPERATI VE BEG NS | TS
PHASE- I N PERI OD. NO ELECTRI C UTI LI TY REGULATED BY THE

COW SSI ON MAY UTI LI ZE THE TRANSM SSI ON OR DI STRI BUTI ON
SYSTEM OF AN ELECTRI C COOPERATI VE CORPORATI ON UNTI L THE
ELECTRI C UTI LITY BEG NS I TS PHASE- | N PERI GO OTHER THAN FOR

Pl LOT PROGRAMS.

(3) ELECTRI C COOPERATI VE CORPCRATI ONS MAY DEVELOP RETAI L
Pl LOT PROGRAMS FOR THEI R OAWN SERVI CE TERRI TORI ES.

(4) CUSTOVER BILLS | SSUED BY AN ELECTRI C COOPERATI VE
CORPCORATI ON SHALL CONTAI' N UNBUNDLED CHARGES SUFFI Cl ENT TO
ENABLE THE CUSTOVER TO DETERM NE THE GENERATI ON COMPONENT OF,
AND BASI S FOR THOSE CHARGES. ELECTRI C GENERATI ON SHALL BE
DELI VERED TO THE DEPARTI NG MEMBER BY THE ELECTRI C COOPERATI VE
WH CH HAS THE EXCLUSI VE RI GHT TO PROVI DE RETAI L ELECTRI C
SERVI CE | N SUCH AREA UNDER CHAPTER 73 ( RELATI NG TO ELECTRI C
COOPERATI VE CORPORATI ONS) AT THE NONDI SCRI M NATORY PRI CES,
TERMS AND CONDI TI ONS DETERM NED BY THE ELECTRI C COOPERATI VE
CORPORATI ON.

(5 IT SHALL BE THE DUTY OF AN ELECTRI C COCPERATI VE
CORPORATI ON VHI CH I S A BORROVER FROM THE RURAL UTI LI TI ES
SERVI CE OF THE UNI TED STATES DEPARTMENT OF AGRI CULTURE TO
MAI NTAIN THE | NTEGRI TY AND SAFETY OF I TS DI STRI BUTI ON SYSTEM
IN A MANNER TO PROVI DE SERVI CE TO ALL CUSTOMERS CONNECTED TO
SUCH SYSTEM CONSI STENT W TH STANDARDS ESTABLI SHED BY THE
RURAL UTILITIES SERVICE. I T SHALL BE THE DUTY OF AN ELECTRI C
COOPERATI VE CORPORATI ON VHI CH | S NOT' A BORRONER FROM THE
RURAL UTI LI TIES SERVI CE TO MAI NTAIN THE | NTEGRI TY AND SAFETY
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OF I'TS DI STRI BUTI ON SYSTEM I N A MANNER TO PROVI DE SERVI CE TO
ALL CUSTOVERS CONNECTED TO SUCH SYSTEM CONSI STENT W TH
STANDARDS OF THE NATI ONAL ELECTRI C SAFETY CODE.

(6) THE RIGHT IN THI' S SUBSECTI ON TO TAKE GENERATI ON
SERVI CE FROM ANOTHER SOURCE, AND THE DUTY OF AN ELECTRIC
COCPERATI VE CORPORATI ON TO DELI VER SERVI CE, SHALL BE
EXPRESSLY SUBJECT TO AND CONTI NGENT UPON THE FULL ADVANCE
SATI SFACTI ON BY A DEPARTI NG MEMBER OF ALL OF THE FOLLOW NG
CONDI TI ONS, UNLESS WAI VED BY THE ELECTRI C COOPERATI VE
CORPORATI ON:

(1) THE DEPARTI NG MEMBER MUST G VE WRI TTEN NOTI CE OF
I NTENT TO RECEI VE GENERATI ON SERVI CE FROM ANOTHER SOURCE
TO THE ELECTRI C COOPERATI VE CORPORATI ON.

(1) WTH THE WRI TTEN NOTI CE OF | NTENT REQUI RED BY
SUBPARAGRAPH (1), THE DEPARTI NG MEMBER MUST PROVI DE TO
THE ELECTRI C COOPERATI VE CORPCORATI ON WRI TTEN EVI DENCE
REASONABLY SATI SFACTORY TO THE ELECTRI C COOPERATI VE
CORPCORATI ON THAT THE DEPARTI NG MEMBER HAS ACQUI RED ALL
NECESSARY TRANSM SSI ON SERVI CES AND RELATED ANCI LLARY
SERVI CES AS MAY BE NECESSARY TO TRANSM T THE GENERATI ON
SERVI CE FROM THE ALTERNATI VE ELECTRI C SUPPLI ER TO THE
DI STRI BUTI ON SYSTEM OF THE ELECTRI C COOPERATI VE
CORPORATI ON.

(1) THE DEPARTI NG MEMBER MUST HAVE MADE ALL
PAYMENTS FOR ELECTRI C SERVI CE OR OTHER SERVI CES OR
PRODUCTS RENDERED TO DATE BY THE ELECTRI C COOPERATI VE
CORPCORATI ON AND MUST NOT OTHERW SE BE I N VI OLATI ON OR
DEFAULT OF ANY MEMBERSHI P REQUI REMENT, RULE OR REGULATI ON
OF THE ELECTRI C COOPERATI VE CORPORATI ON.

(1'V) THE DEPARTI NG MEMBER, OR THE PROVI DER OF THE
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COWPETI NG GENERATI ON SOURCE, MJST MAKE FULL PAYMENT OF A
TRANSI TI ON SURCHARGE OR TRANSI TI ON SURCHARGES TO EACH
ELECTRI C COOPERATI VE CORPCORATI ON WH CH PROVI DES

DI STRI BUTI ON, TRANSM SSI ON OR GENERATI ON SERVI CE,

DI RECTLY OR | NDI RECTLY, TO THE DEPARTI NG MEMBER OR
ASSCCl ATED ELECTRI C CONSUM NG FACI LI TY. DURI NG THE
CONDUCT OF A PI LOT PROGRAM THE ELECTRI C COOPERATI VE
CORPCORATI ON MAY CHOOSE NOT TO APPLY THE TRANSI TI ON
SURCHARGE TO DEPARTI NG MEMBERS. THE DUTY TO PAY A

TRANSI TI ON SURCHARGE BY A DEPARTI NG MEMBER AND THE RI GHT
OF AN ELECTRI C COOPERATI VE CORPORATI ON TO COLLECT A
TRANSI TI ON SURCHARGE SHALL NOT APPLY TO DEPARTI NG MEMBERS
WHO BECOMVE NEW MEMBERS OF AN ELECTRI C COOPERATI VE
CORPCORATI ON FOLLOW NG THE EXPI RATI ON OF THE PHASE-I| N
PROVI DED FOR IN THI S CHAPTER.

(B) EFFECTI VENESS OF EXI STI NG CONTRACTS. - - NOTW THSTANDI NG
THE RI GHTS SET FORTH I N SUBSECTI ON (A), WHERE AN AGREEMENT FOR
ELECTRI C SERVI CE, EVI DENCED BY A SI GNED WRI TI NG BETWEEN AN
ELECTRI C COOPERATI VE CORPORATI ON AND ANY PERSON EXI STS PRIOR TO
THE EFFECTI VE DATE OF TH S CHAPTER, THE PERSON SHALL BE BOUND BY
I TS TERV5 AND CONDI TI ONS AND SHALL NOT HAVE THE RI GHT TO RECEI VE
GENERATI ON SERVI CE FROM ANOTHER SOURCE UNTI L THE EXPI RATI ON OF
THE TERM OF THE AGREEMENT OR OTHERW SE PURSUANT TO THE TERMS AND
CONDI TI ONS OF THE AGREEMENT.

§ 7406. COVWPETI TI ON BY ELECTRI C COOPERATI VES.

(A) SERVICE RI GHTS. - - ELECTRI C COOPERATI VE CORPORATI ONS MAY
PROVI DE GENERATI ON ELECTRI C SERVI CE TO ANY PERSON AND AT ANY
LOCATION WTHI N TH S COWONWEALTH. I N THE CASE WHERE AN ELECTRI C
COOPERATI VE CORPORATI ON PROVI DES GENERATI ON ELECTRI C SERVI CE AT
RETAIL TO A PERSON LOCATED QUTSI DE OF | TS SERVI CE TERRI TORY AND

19950H1509B4282 - 8 -
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W TH N THE FRANCH SED TERRI TORY OF AN ELECTRI C UTI LI TY SUBJECT
TO 66 PA.C.S. (RELATING TO PUBLIC UTILITIES), I'T MIST FI RST HAVE
BEEN CERTI FI ED BY THE COVM SSI ON PURSUANT TO SUBSECTI ON (E) AND,
UNLESS I T I S OTHERW SE EXEMPT UNDER SUBSECTION (D), | T SHALL
COWPLY W TH ALL RELEVANT TERMS, CONDI TI ONS AND OBLI GATI ONS

APPLI CABLE TO ELECTRI C GENERATI ON SUPPLI ERS PURSUANT TO 66

PA. C.S. ELECTRI C COOPERATI VE CORPORATI ONS SHALL NOT BE REQUI RED
TO BE LI CENSED BY THE COW SSI ON AND SHALL BE EXEMPT AS

OTHERW SE PROVI DED FOR IN THI S CHAPTER | N ANY AND ALL OTHER
RESPECTS FROM THE JURI SDI CTI ON AND CONTROL OF THE COMM SSION. TO
THE EXTENT SUCH SERVI CES ARE NOT PROVI DED FOR RESALE TO OTHERS,
SUCH PERSONS MUST BE MEMBERS OF THE ELECTRI C COOPERATI VE
CORPORATI ON. | T SHALL NOT BE NECESSARY FOR AN ELECTRIC
COOPERATI VE CORPORATI ON TO AMEND | TS BYLAWS TO PERM T I T TO
PROVI DE SERVI CE TO ANY PERSON AT ANY LOCATION WTHIN THI S
COMMONVEALTH. ALL OTHER UTI LI TI ES AND PERSONS OMNI NG, OPERATI NG
OR CONTROLLI NG ELECTRI C TRANSM SSI ON OR DI STRI BUTI ON FACI LI TI ES
WTH N TH'S COMONVEALTH SHALL BE OBLI GATED TO TRANSM T AND

DELI VER GENERATI ON SERVI CE BY ELECTRI C COOPERATI VE CORPORATI ONS
AT THE SAME PRI CES AND AT THE SAME TERMS AND CONDI TI ONS AS ARE
APPROVED BY THE COW SSI ON OR THE FEDERAL ENERGY REGULATORY
COW SSI ON FOR SI'M LAR SERVI CE TO OTHERS.

(B) NEW LOAD TERM NATI ON CONDI TI ONS. - -1 N THE CASE WHERE AN
ELECTRI C COOPERATI VE CORPCRATI ON PROVI DES GENERATI ON SERVI CE
UNDER SUBSECTI ON (A) TO A PERSON NOT LOCATED WTHIN I TS
EXCLUSI VE RETAI L ELECTRI C SERVI CE TERRI TORY AND, CONSI STENT W TH
ANY THEN- EXI STI NG CONTRACT RI GHTS OF THE ELECTRI C COOPERATI VE
CORPCORATI ON, SUCH PERSON SUBSEQUENTLY DESI RES TO RECEI VE
GENERATI ON SERVI CE FROM ANOTHER SOURCE, THE DEPARTI NG MEMBER
SHALL HAVE THE RI GHT TO DO SO, CONTI NGENT UPON THE FULL ADVANCE
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(1) THE DEPARTI NG MEMBER MUST G VE WRI TTEN NOTI CE OF
I NTENT TO RECEI VE GENERATI ON SERVI CE FROM ANOTHER SOURCE TO
THE ELECTRI C COOPERATI VE CORPORATI ON PRI OR TO THE | NI TI ATI ON
OF THE NEW GENERATI ON SERVI CE.

(2) THE DEPARTI NG MEMBER MUST HAVE MADE ALL PAYMENTS FOR
ELECTRI C SERVI CE OR OTHER SERVI CES OR PRODUCTS RENDERED TO
DATE BY THE ELECTRI C COOPERATI VE CORPORATI ON.

(© RELATION TO UTI LI TIES CGROSS RECEI PTS TAX. - -

(1) TO THE EXTENT THAT AN ELECTRI C COOPERATI VE
CORPCORATI ON PROVI DES GENERATI ON ELECTRI C SERVI CE AT RETAIL TO
A PERSON IN THI S COMVONVEALTH AND LOCATED QUTSIDE OF I TS
SERVI CE TERRI TORY AS SET FORTH I N SUBSECTION (A), THEN FOR
THAT LI'M TED PURPOSE AND I N THAT LIM TED AREA, I T SHALL BE
DEEMED TO BE THE STATUTORY EQUI VALENT OF AN "ELECTRI C LI GHT
COWPANY, " A "WATERPONER COVPANY" AND A "HYDRO ELECTRIC
COVPANY" FOR PURPOSES OF SECTI ON 1101 OF THE ACT OF MARCH 4,
1971 (P.L. 6, NO 2), KNOW AS THE TAX REFORM CCDE OF 1971.

(2) TO THE EXTENT THAT AN ELECTRI C COOPERATI VE
CORPORATI ON PROVI DES GENERATI ON ELECTRI C SERVI CE AT RETAIL TO
A PERSON IN THI S COMVONVEALTH AND LOCATED QUTSIDE OF I TS
SERVI CE TERRI TORY AS SET FORTH I N SUBSECTI ON (A) AND TO THE
EXTENT THAT THE TAX ON SALES OF ELECTRI C ENERGY UNDER SECTI ON
1101 OF THE TAX REFORM CODE OF 1971 HAS NOT PREVI OQUSLY BEEN
| MPOSED ON SUCH GENERATI ON ELECTRI C SERVI CE OR ELECTRIC
ENERGY, THEN, FOR THAT LI M TED PURPOSE AND I N THAT LI M TED
AREA, SUCH RETAI L SALES TO END- USE CONSUMERS UNDER THI S
CHAPTER SHALL BE DEEMED " SALES OF ELECTRI C ENERGY" FOR
PURPOSES OF SECTI ON 1101 OF THE TAX REFORM CODE OF 1971.

19950H1509B4282 - 10 -
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(D) SMALL COOPERATI VE EXCEPTI ONS. - - BECAUSE OF THE RELATI VELY
SVALL NUMBER OF CONSUMERS VH CH ELECTRI C COOPERATI VE
CORPORATI ONS SERVE, THEI R RELATI VELY SMALL ELECTRI C LOADS, THE
NONPROFI T NATURE OF THEI R OPERATI ONS AND THEI R OTHER UNI QUE
CHARACTERI STI CS, THE GENERAL ASSEMBLY FI NDS THAT I T MAY BE
UNDULY BURDENSOVE AND COSTLY FOR SMALL ELECTRI C COOPERATI VE
CORPCORATI ONS TO COWPLY W TH THE RELEVANT TERMS, CONDI TI ONS AND
OBLI GATI ONS APPLI CABLE TO ELECTRI C GENERATI ON SUPPLI ERS PURSUANT
TO 52 PA. CODE CH. 56 (RELATING TO STANDARDS AND BI LLI NG
PRACTI CES FOR RESI DENTI AL UTI LI TY SERVI CE) AND REGULATI ONS
PROMULGATED UNDER 66 PA.C.S. CH 28 (RELATI NG TO RESTRUCTURI NG
OF ELECTRI C UTI LI TY I NDUSTRY) VWHEN SERVI NG PERSONS LOCATED
QUTSI DE OF THEI R SERVI CE TERRI TORI ES. NOTW THSTANDI NG THE
PROVI SI ONS OF SUBSECTI ON (A) REQUI RI NG AN ELECTRI C COCOPERATI VE
CORPCORATI ON WHEN SERVI NG PERSONS QUTSI DE OF I TS TERRI TORY TO
COWPLY W TH RELEVANT TERMS, CONDI TI ONS AND OBLI GATI ONS OF
ELECTRI C GENERATI ON SUPPLI ERS PURSUANT TO 52 PA. CODE CH. 56 AND
REGULATI ONS PROMULGATED UNDER 66 PA.C.S. CH 28, AN ELECTRIC
COCPERATI VE CORPORATI ON MAY PETI TI ON THE COWM SSI ON TO GRANT
EXEMPTI ON FROM COVPLI ANCE W TH ANY OR ALL SUCH RELEVANT TERMS,
CONDI TI ONS OR OBLI GATI ONS OR OTHERW SE MAY PETI TI ON THE
COW SSI ON TO ESTABLI SH AND GRANT STREAMLI NED OR REDUCED TERMS,
CONDI TI ONS OR STANDARDS. THE COWM SSI ON SHALL APPROVE SUCH
EXEMPTI ON, STREAMLI NI NG OR REDUCTI ON UPON REACHI NG A FI NDI NG
THAT THE PROPOSAL |'S IN THE PUBLI C | NTEREST. EXEMPTI ONS SHALL
NOT BE TRANSFERABLE TO ANY ENTI TY W THOUT PRI OR COVM SSI ON
APPROVAL. TO THE EXTENT THAT AN ELECTRI C COOPERATI VE
CORPORATION, ON I'TS OAN OR I N PARTNERSHI P OR COVBI NATI ON W TH
ANY OTHER ENTI TY WHI CH OPERATES ON A FOR-PROFI T BASI'S, BY SALES
QUTSI DE OF I TS SERVI CE TERRI TORY, | NCREASES | TS TOTAL NET
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ELECTRI C LOAD BY MORE THAN 20% OF | TS TOTAL NET ELECTRI C LOAD AS
OF THE EFFECTI VE DATE OF TH S CHAPTER, TH S SUBSECTI ON SHALL NOT
APPLY. NOTH NG IN THI S CHAPTER SHALL BE CONSTRUED AS ALLOW NG
ANY ENTI TY, ElI THER THROUGH FORMATI ON OF A COOPERATI VE OR THROUGH
ANY OTHER METHOD DESCRI BED I N THI S CHAPTER, TO AVA D

RESPONSI Bl LI TY FOR PAYI NG A COVPETI Tl VE TRANSI TI ON CHARGE THAT

I T WOULD OTHERW SE BE REQUI RED TO PAY PURSUANT TO 66 PA.C.S. CH
28.

(E) COW SSI ON CERTI FI CATI ON. - - PRIOR TO AN ELECTRI C
COCPERATI VE CORPORATI ON HAVI NG THE RI GHT TO PROVI DE GENERATI ON
ELECTRI C SERVI CE AT RETAIL TO A PERSON LOCATED QUTSIDE OF I TS
SERVI CE TERRI TORY AS DEFI NED BY CHAPTER 73 SUBCH. C ( RELATING TO
UNI NCORPORATED AREA CERTI FI ED TERRI TORY) AND W THI N THE
FRANCHI SED TERRI TORY OF AN ELECTRI C UTI LI TY SUBJECT TO 66
PA.C.S., |I'T MUST FI RST HAVE OBTAI NED FROM THE COWM SSI ON A
CERTI FI CATION OF | TS FI NANCI AL RESPONSI Bl LI TY AND TECHNI CAL
CAPABI LI TY, | NCLUDI NG THE ASSURANCE THAT ADEQUATE RESERVE
MARG NS OF ELECTRI C SUPPLY ARE MAI NTAI NED. AN APPLI CATI ON FOR
CERTI FI CATI ON BY AN ELECTRI C COOPERATI VE CORPORATI ON MJUST BE
MADE TO THE COW SSI ON I N WRI TI NG BE VERI FI ED BY OATH OR
AFFI RVATI ON AND BE I N SUCH FORM AND CONTAI N SUCH | NFORMVATI ON AS
THE COW SSI ON MAY REQUI RE. A CERTI FI CATI ON SHALL BE | SSUED BY
THE COW SSI ON TO ANY QUALI FI ED APPLI CANT IF IT IS FOUND THAT
THE APPLI CANT IS FIT, WLLING AND ABLE TO PERFORM PROPERLY THE
SERVI CE PROPCSED | N CONFORM TY W TH THE PROVI SIONS OF THI' S
CHAPTER. NO CERTI FI CATI ON | SSUED UNDER THI S SUBSECTI ON MAY BE
TRANSFERRED W THOUT PRI OR COWM SSI ON APPROVAL.

§ 7407. TRANSI TI ON SURCHARGE AND STRANDED COST RECOVERY.

(A)  TRANSI TI ON SURCHARGE. - - A TRANSI TI ON SURCHARGE | S THE

TOTAL STRANDED COSTS PAYABLE TO AN ELECTRI C COOPERATI VE

19950H1509B4282 - 12 -
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CORPCORATI ON AS A CONDI TI ON PRECEDENT TO A CONSUMER- MEMBER OF AN
ELECTRI C COOPERATI VE CORPCRATI ON HAVI NG THE RI GHT TO RECEI VE
ELECTRI C GENERATI ON SERVI CE FROM ANOTHER SOURCE.

(B) DETERM NATI ON OF STRANDED COSTS. - - TOTAL STRANDED COSTS
SHALL BE REASONABLY DETERM NED BY AN ELECTRI C COOPERATI VE AND
MAY | NCLUDE:

(1) THE PRO RATA SHARE I N ALL I NVESTMENTS I N ELECTRI C
COCPERATI VE DI STRI BUTI ON, TRANSM SSI ON AND GENERATI ON PLANT
AND FACI LI TI ES.

(2) THE PRO RATA SHARE OF FORESEEABLE DECOVM SSI ONI NG
COSTS OF GENERATI ON FACI LI TI ES.

(3) THE PRO RATA SHARE OF ALL EFFECTI VE ELECTRI C
COCPERATI VE CONTRACTUAL COW TMENTS TO OTHERS, REGULATORY
ASSETS, DEFERRED DEBI TS AND CREDI TS, FI XED OPERATI ON AND
MAI NTENANCE EXPENSES, EXPENDI TURES MADE FOR THE BENEFI T OF
THE DEPARTI NG CUSTOVER AND ADM NI STRATI VE AND OTHER COSTS,

I NCURRED OR TO BE | NCURRED BY AN ELECTRI C COOPERATI VE AS A

RESULT OF A DECI SI ON BY A CONSUMER- MEMBER TO TAKE ELECTRI C

GENERATI ON SERVI CE FROM ANOTHER SOURCE.

(C©) DETERM NATI ON OF PRO RATA SHARE. - - THE PRO RATA SHARE OF
ELECTRI C COOPERATI VE STRANDED COSTS SHALL BE DETERM NED ON THE
BASI S OF H STORI CAL ENERGY AND CAPACI TY USAGE BY THI S CONSUMER-
MEMBER, COMPARED TO HI STORI CAL TOTAL ENERGY AND CAPACI TY USAGE
OF SUCH ELECTRI C COOPERATI VE OR BY DI RECT ASSI GNMVENT WHERE
APPLI| CABLE.

§ 7408. OPTION TO ELECT COW SSI ON REVI EW

(A) CENERAL RULE. --THE TRANSI TI ON SURCHARGE ASSESSED BY AN
ELECTRI C COOPERATI VE CORPORATI ON UNDER THI S CHAPTER GENERALLY
SHALL NOT BE SUBJECT TO THE JURI SDI CTI ON OR CONTROL OF THE
COW SSI ON. AN ELECTRI C COOPERATI VE CORPORATI ON SHALL HAVE THE

19950H1509B4282 - 13 -
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OPTI ON OF SUBM TTI NG | TS PROPOCSED TRANSI TI ON SURCHARGE FOR
REVI EW BY THE COWM SSI ON | N THE MANNER SET FORTH | N SUBSECTI ON
(B).

(B) SUBM SSI ON TO COW SSI ON. - - EIl THER BY AN AFFI RVATI VE VOTE
OF TWO- THI RDS OF ALL MEMBERS OF THE CORPORATI ON OR BY AN
AFFI RVATI VE VOTE OF TWO- THI RDS OF ALL DI RECTORS, AT A MEETI NG OF
THE MEMBERS OR DI RECTORS CALLED FOR THE PURPCSE, AN ELECTRI C
COCPERATI VE CORPORATI ON MAY ELECT THE OPTI ON OF SUBM TTI NG A
TRANSI TI ON SURCHARGE WHI CH HAS BEEN ADOPTED BY | TS BOARD OF
DI RECTORS TO THE COMM SSI ON FOR REVI EW AND APPROVAL. W THI N 30
DAYS OF SUCH ACTI ON BY AN ELECTRI C COOPERATI VE CORPORATI ON, THE
SECRETARY OF THE CORPORATI ON SHALL CERTI FY SUCH AN ACTI ON BY THE
MEMBERS OR DI RECTORS, AS THE CASE MAY BE, AND SUBM T THE
TRANSI TI ON SURCHARGE TO THE SECRETARY OF THE COWMM SSI ON
REQUESTI NG REVI EW AND APPROVAL.

(© COW SSI ON DETERM NATI ON. - - THE COW SSI ON, WTHI N 90
DAYS AFTER A SUBM SSI ON UNDER SUBSECTI ON (B,) SHALL MAKE A
DETERM NATI ON AS TO WHETHER THE TRANSI TI ON SURCHARGE OF AN
ELECTRI C COOPERATI VE CORPORATI ON | S JUST AND REASONABLE AND
SHALL | SSUE AN CORDER REFLECTI NG | TS DETERM NATI ON. | F NO ORDER
IS I SSUED WTH N 90 DAYS, THE TRANSI TI ON SURCHARGE SHALL BE
DEEMED TO BE APPROVED AS BEI NG JUST AND REASONABLE; AND ALL
REVI EW PROCEEDI NGS SHALL BE TERM NATED. | F NO ORDER | S | SSUED BY
THE COW SSI ON WTHI N THE 90 DAYS, NO APPEAL NMAY BE TAKEN
RELATI VE TO THE EFFECTI VENESS OF THE TRANSI TI ON SURCHARGE; AND
I T SHALL HAVE FULL FORCE AND EFFECT.

(D) ALTERNATI VE. - - AN ELECTRI C COOPERATI VE CORPORATI ON MAY
TAKE ACTION BY A MAJORITY VOTE OF I TS BOARD OF DI RECTORS TO
ALTER THE AMOUNT OF | TS TRANSI TI ON SURCHARGE. | F THE TRANSI Tl ON
SURCHARGE HAS PREVI OQUSLY BEEN SUBM TTED TO THE COWMM SSI ON FOR

19950H1509B4282 - 14 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

REVI EW AND APPROVAL UNDER SUBSECTI ON (B) AND | F THE CHANCE BY
THE BOARD OF DI RECTORS CAUSES A REDUCTI ON OF THE CURRENT
TRANSI TI ON SURCHARGE OF GREATER THAN 10% THAT ACTI ON BY THE
BOARD OF DI RECTORS SHALL HAVE THE EFFECT OF | MVEDI ATELY

TERM NATI NG ANY PENDI NG APPROVAL PROCEEDI NG BY THE COWM SSI ON
AND ENDI NG | TS JURI SDI CTI ON AND CONTROL OVER THE SUBJECT
TRANSI TI ON SURCHARGE.

§ 7409. UN VERSAL SERVI CE AND ENERGY CONSERVATI ON.

(A) CENERAL RULE. - - ELECTRI C COOPERATI VE CORPORATI ONS SHALL
ENSURE THAT UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON PQOLI Cl ES,
ACTI VI TI ES AND SERVI CES THAT THEY PROVI DE AS OF THE EFFECTI VE
DATE OF THI S CHAPTER TO ASSI ST CUSTOVERS VWHO ARE LOW I NCOVE TO
AFFCORD ELECTRI C SERVI CE, ARE APPROPRI ATELY FUNDED AND AVAI LABLE
WTH N THEIR TERRI TORI ES. SUCH ACTI VI TI ES SHALL BE FUNDED BY
NONBYPASSABLE, COWPETI Tl VELY- NEUTRAL COST RECOVERY MECHANI SMS
THAT FULLY RECOVER THE COSTS OF UNI VERSAL SERVI CE AND ENERGY
CONSERVATI ON SERVI CES.

(B) DEFINITION. --AS USED IN TH S SECTI ON, THE TERM
"UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON' SHALL MEAN PQOLI Cl ES,
PROTECTI ONS AND SERVI CES THAT HELP LOW I NCOVE CUSTOMVERS TO
MAI NTAI N ELECTRI C SERVI CE, | NCLUDI NG CUSTOVER ASSI STANCE
PROGRAMS AND PCLI CI ES AND SERVI CES THAT HELP LOW | NCOVE
CUSTOVERS TO REDUCE OR MANAGE ENERGY CONSUMPTION IN A COST-
EFFECTI VE MANNER, SUCH AS THE LOW | NCOVE USAGE REDUCTI ON
PROGRAMS AND CUSTOVER EDUCATI ON.

§ 7410. SAVINGS PROVI SI ON AND REPEALER

(A) SAVINGS. - - EXCEPT AS SET FORTH I N SUBSECTION (B), ALL
PROVI SIONS OF CH. 73 (RELATI NG TO ELECTRI C COOPERATI VE
CORPORATI ON) ARE SAVED FROM REPEAL AND SHALL REMAIN I N FULL
FORCE AND EFFECT.
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(B) REPEAL. - -
(1) THOSE PROVI SI ONS OF CHAPTER 73 SUBCH. C ( RELATI NG TO
UNI NCORPORATED AREA CERTI FI ED TERRI TORY) ARE REPEALED | NSOFAR
AS THEY CONFLICT W TH THE RI GHT OF A DEPARTI NG MEMBER TO TAKE
GENERATI ON SERVI CE FROM AN ALTERNATI VE GENERATI ON SUPPLI ER.
(2) THOSE PROVI SI ONS OF CHAPTER 73 SUBCHS. A. (RELATI NG
TO PRELI M NARY PROVI SI ONS) AND B ( RELATI NG TO POAERS, DUTI ES
AND SAFEGUARDS) ARE REPEALED | NSOFAR AS THEY CONFLICT W TH
THE RI GHT OF AN ELECTRI C COOPERATI VE CORPORATI ON TO PROVI DE
GENERATI ON SERVI CE TO ANY PERSON AND AT ANY LOCATI ON W THI N
THI'S COVMONWEALTH.
SECTI ON 2. PARAGRAPH 2 OF THE DEFI NI TION OF "PUBLI C UTI LI TY"
I N SECTI ON 102 OF TITLE 66 OF THE PENNSYLVANI A CONSOLI DATED
STATUTES | S AMVENDED BY ADDI NG SUBPARAGRAPHS TO READ:
§ 102. DEFI NI TI ONS.
SUBJECT TO ADDI TI ONAL DEFI NI TI ONS CONTAI NED | N SUBSEQUENT
PROVI SIONS OF TH' S PART WHI CH ARE APPLI CABLE TO SPECI FI C
PROVI SIONS OF TH' S PART, THE FOLLOW NG WORDS AND PHRASES WHEN
USED I N THI S PART SHALL HAVE, UNLESS THE CONTEXT CLEARLY
| NDI CATES OTHERW SE, THE MEANI NGS G VEN TO THEM I N THI S SECTI ON:

* * %

"PUBLI C UTILITY. "

* * %

(2) THE TERM [ PUBLI C UTI LI TY] DOES NOT | NCLUDE:

* * %

(V) ANY BU LDING OR FACILITY OMNER/ OPERATORS VWHO

HOLD OMNERSHI P OVER, AND MANAGE THE | NTERNAL DI STRI BUTI ON

SYSTEM SERVI NG, SUCH BUI LDI NG OR FACILITY AND VWHO SUPPLY

ELECTRI C POAER AND OTHER RELATED ELECTRI C POANER SERVI CES

TO OCCUPANTS OF THE BUI LDI NG OR FACILITY.
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(M) ELECTRI C GENERATI ON SUPPLI ER COVPANI ES EXCEPT

FOR THE LIM TED PURPOSES AS DESCRI BED | N SECTI ONS 2809

(RELATI NG TO REQUI REMENTS FOR ELECTRI C GENERATI ON

SUPPLI ERS) AND 2810 (RELATI NG TO REVENUE NEUTRAL

RECONCI LI ATI ON)

* * %

SECTI ON 3. SECTI ON 2404(A) OF TITLE 66 |'S REENACTED TO READ.
§ 2404. Certificate and nedal lion required.

(a) Procedure.--A vehicle may not be operated as a taxicab
incities of the first class unless a certificate of public
conveni ence is issued authorizing the operation of the taxicab
and a nedallion is attached to the hood of the vehicle. Prior to
t he i ssuance of a nmedallion, the certificate holder shall have
its vehicle inspected by the conm ssion. The comm ssion shal
require, by order or regulation, that each nedallion hol der
submt to a periodic vehicle inspection of its taxicab by
conmi ssi on personnel to ensure that the vehicle neets the
requirenents of this title and conm ssion regul ati ons.
Conmmi ssi on i nspection requirenents shall be in addition to the
vehicle requirenents set forth in Title 75 (relating to
vehi cl es). Comm ssion inspection and recording requirenents
shall be established by regul ations. No vehicle which is nore
t han fsix}—etght El GHT years ol d shall continue in operation as <—
a taxicab. Notw thstanding the foregoing, the comm ssion may
aut hori ze the operation of antique vehicles in call or demand
service in such circunstances as the comm ssion may deem
appropriate. Each nmedallion holder's tariff rates shall be
clearly and visibly displayed in each taxicab. A nedallion shal
not be renoved froma vehicle without prior notification to and

perm ssion of the conm ssion. A nedallion authorizes operation
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of a vehicle as a taxicab only for the fiscal year for which the

medal lion is issued.

1
2
3 * x %
4 Seetton—2—Fhis—aet—shal—takeeffect+n60-days— <—
5 SECTION 4. TITLE 66 |'S AVENDED BY ADDI NG A CHAPTER TO READ: <—
6 CHAPTER 28

7 RESTRUCTURI NG OF ELECTRI C UTI LI TY | NDUSTRY

8 SEC

9 2801. SHORT TI TLE OF CHAPTER

10 2802. DECLARATI ON COF PQLI CY.

11 2803. DEFI NI TI ONS.

12 2804. STANDARDS FOR RESTRUCTURI NG OF ELECTRI C | NDUSTRY

13 2805. REG ONALI SM AND RECI PROCI TY.

14 2806. | MPLEMENTATI ON PI LOT PROGRAMS AND

15 PERFORMANCE- BASED RATES.

16 2807. DUTIES OF ELECTRI C DI STRI BUTI ON COVPANI ES.

17 2808. COWPETI TI VE TRANSI TI ON CHARGE

18 2809. REQUI REMENTS FOR ELECTRI C GENERATI ON SUPPLI ERS

19 2810. REVENUE NEUTRAL RECONCI LI ATI ON.

20 2811. MARKET PONER REMEDI ATI ON.

21 2812. APPROVAL OF TRANSI TI ON BONDS

22 2813. SEVERABILITY.

23 8§ 2801. SHORT TITLE OF CHAPTER

24 TH' S CHAPTER SHALL BE KNOWN AND MAY BE Cl TED AS THE

25 ELECTRICI TY GENERATI ON CUSTOVER CHO CE AND COVPETI TI ON ACT.

26 § 2802. DECLARATION OF PQOLI CY.

27 THE GENERAL ASSEMBLY FI NDS AND DECLARES AS FOLLOWE:

28 (1) OVER THE PAST 20 YEARS, THE FEDERAL GOVERNMENT AND
29 STATE GOVERNVENT HAVE | NTRODUCED COMPETI TI ON | N SEVERAL

30 I NDUSTRI ES THAT PREVI OQUSLY HAD BEEN REGULATED AS NATURAL
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MONOPQOLI ES.

(2) MANY STATE GOVERNMENTS ARE | MPLEMENTI NG OR STUDYI NG
PCLI G ES THAT WOULD CREATE A COWPETI TI VE MARKET FOR THE
GENERATI ON OF ELECTRI CI TY.

(3) BECAUSE OF ADVANCES I N ELECTRI C GENERATI ON
TECHNOLOGY AND FEDERAL | NI TI ATI VES TO ENCOURAGE GREATER
COWPETI TION I N THE WHOLESALE ELECTRI C MARKET, I T IS NOWIN
THE PUBLI C | NTEREST TO PERM T RETAI L CUSTOVERS TO OBTAI N
DI RECT ACCESS TO A COWPETI Tl VE GENERATI ON MARKET AS LONG AS
SAFE AND AFFORDABLE TRANSM SSI ON AND DI STRI BUTI ON SERVI CE | S
AVAI LABLE AT LEVELS OF RELI ABI LI TY THAT ARE CURRENTLY ENJOYED
BY THE CI TI ZENS AND BUSI NESSES OF TH S COMVONVEALTH.

(4) RATES FOR ELECTRICITY IN TH S COWONVWEALTH ARE ON
AVERACE Hl GHER THAN THE NATI ONAL AVERAGE, AND S| GNI FI CANT
DI FFERENCES EXI ST AMONG THE RATES OF PENNSYLVANI A ELECTRI C
UTI LI TI ES.

(5) COWVPETI TI VE MARKET FORCES ARE MORE EFFECTI VE THAN
ECONOM C REGULATI ON | N CONTROLLI NG THE COST OF CGENERATI NG
ELECTRI CI TY.

(6) THE COST OF ELECTRICITY IS AN | MPORTANT FACTCR I N
DECI SI ONS MADE BY BUSI NESSES CONCERNI NG LOCATI NG, EXPANDI NG
AND RETAINING FACILITIES IN TH S COVWWONWEALTH.

(7) TH S COWONVEALTH MUST BEG N THE TRANSI TI ON FROM
REGULATI ON TO GREATER COWPETI TION I N THE ELECTRI C TY
GENERATI ON MARKET TO BENEFI T ALL CLASSES OF CUSTOVERS AND TO
PROTECT THI S COWONWEALTH S ABILITY TO COWETE | N THE
NATI ONAL AND | NTERNATI ONAL MARKETPLACE FOR | NDUSTRY AND JOBS.

(8) I N MOVI NG TOMRD GREATER COVPETI TION I N THE
ELECTRI CI TY GENERATI ON MARKET, THE COVMMONWEALTH MUST RESOLVE
CERTAI'N TRANSI TI ONAL | SSUES I N A MANNER THAT IS FAIR TO
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CUSTOMVERS, ELECTRIC UTILITIES, | NVESTORS, THE EMPLOYEES OF
ELECTRI C UTI LI TIES, LOCAL COVMUNI TI ES, NONUTI LI TY GENERATORS
OF ELECTRICI TY AND OTHER AFFECTED PARTI ES.

(9) ELECTRIC SERVICE IS ESSENTI AL TO THE HEALTH AND
VELL- BEI NG OF RESI DENTS, TO PUBLI C SAFETY AND TO CRDERLY
ECONOM C DEVELOPMENT; AND ELECTRI C SERVI CE SHOULD BE
AVAI LABLE TO ALL CUSTOVERS ON REASONABLE TERMS AND
CONDI Tl ONS.

(10) THE COVWMONVEALTH MUST, AT A M N MJUM CONTI NUE THE
PROTECTI ONS, PCLI CI ES AND SERVI CES THAT NOW ASSI ST CUSTOMERS
WHO ARE LOW | NCOVE TO AFFCORD ELECTRI C SERVI CE.

(11) I N ORDER TO ENSURE THE SAFETY AND RELI ABI LI TY OF
THE ELECTRI C SYSTEM ENSURE THE CONTI NUED PROVI SI ON OF HI G+
QUALI TY CUSTOMER SERVI CE AND AVO D ECONOM C DI SLOCATI ON,

UTI LI TI ES SHALL CONSI DER THE EXPERI ENCE AND EXPERTI SE OF
THEI R WORK FORCE | N MOVI NG TOMARDS COVPETI TI ON.

(12) THE PURPCSE COF THIS CHAPTER IS TO MODI FY EXI STI NG
LEG SLATI ON AND REGULATI ONS AND TO ESTABLI SH STANDARDS AND
PROCEDURES | N ORDER TO CREATE DI RECT ACCESS BY RETAI L
CUSTOVERS TO THE COWPETI TI VE MARKET FOR THE GENERATI ON OF
ELECTRI CI TY, WH LE MAI NTAI NI NG THE SAFETY AND RELI ABI LI TY OF
THE ELECTRI C SYSTEM FOR ALL PARTI ES. RELI ABLE ELECTRI C
SERVICE | S OF THE UTMOST | MPORTANCE TO THE HEALTH, SAFETY AND
WELFARE OF THE Cl TI ZENS OF THE COVMONWEALTH. ELECTRIC
I NDUSTRY RESTRUCTURI NG SHOULD ENSURE THE RELI ABI LI TY OF THE
| NTERCONNECTED ELECTRI C SYSTEM BY MAI NTAI NI NG THE EFFI CI ENCY
OF THE TRANSM SSI ON AND DI STRI BUTI ON SYSTEM

(13) UNDER CURRENT LAW AND REGULATI ON THERE EXI STS SOVE
COWPETI TION I N THE WHOLESALE MARKET FOR THE GENERATI ON OF
ELECTRI CI TY; BUT THE GENERATI ON, TRANSM SSI ON, DI STRI BUTI ON
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AND RETAIL SALE OF ELECTRICI TY IS PROVI DED GENERALLY BY

PUBLI C UTI LI TI ES UNDER BUNDLED RATES REGULATED BY THE

COW SSI ON.  THE PROCEDURES ESTABLI SHED UNDER THI S CHAPTER
PROVI DE FOR A FAIR AND CRDERLY TRANSI| TI ON FROM THE CURRENT
REGULATED STRUCTURE TO A STRUCTURE UNDER VH CH RETAI L
CUSTOVERS W LL HAVE DI RECT ACCESS TO A COWPETI TI VE MARKET FOR
THE GENERATI ON AND SALE OR PURCHASE OF ELECTRI CITY.

(14) TH S CHAPTER REQUI RES ELECTRIC UTILITIES TO
UNBUNDLE THEI R RATES AND SERVI CES AND TO PROVI DE OPEN ACCESS
OVER THEI R TRANSM SSI ON AND DI STRI BUTI ON SYSTEMS TO ALLOW
COWPETI Tl VE SUPPLI ERS TO GENERATE AND SELL ELECTRI CI TY
DI RECTLY TO CONSUMERS IN THI S COMVONVWEALTH. THE GENERATI ON OF
ELECTRICI TY WLL NO LONGER BE REGULATED AS A PUBLIC UTILITY
FUNCTI ON EXCEPT AS OTHERW SE PROVI DED FOR IN TH S CHAPTER.
ELECTRI C GENERATI ON SUPPLI ERS W LL BE REQUI RED TO OBTAI N
LI CENSES, DEMONSTRATE FI NANCI AL RESPONSI Bl LI TY AND COVPLY
W TH SUCH OTHER REQUI REMENTS CONCERNI NG SERVI CE AS THE
COW SSI ON DEEMS NECESSARY FOR THE PROTECTI ON OF THE PUBLI C.

(15) I N ESTABLI SH NG THE STANDARDS FOR THE TRANSI TI ON TO
AND CREATI ON OF A COWPETI TI VE ELECTRI C MARKET, HERETOFORE,
PUBLI C UTI LI TI ES GENERALLY HAVE HAD AN OBLI GATI ON TO SERVE
CUSTOVERS W THI N THEI R DEFI NED SERVI CE TERRI TORI ES;

CONSI STENT W TH THAT OBLI GATI ON, HAVE UNDERTAKEN LONG TERM

I NVESTMENTS | N GENERATI ON, TRANSM SS| ON AND DI STRI BUTI ON

FACI LI TIES I N ORDER TO MEET THE NEEDS OF THEI R CUSTOMERS; AND
HAVE ENTERED | NTO LONG TERM PONER SUPPLY AGREEMENTS AS

REQUI RED BY FEDERAL LAW | N MANY | NSTANCES, THESE | NVESTMENTS
AND AGREEMENTS HAVE CREATED COSTS VWH CH MAY NOT BE
RECOVERABLE | N A COVPETI TI VE MARKET. THE COWMM SSI ON | S
EMPONERED UNDER THI S CHAPTER TO DETERM NE THE LEVEL OF
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TRANSI TI ON OR STRANDED COSTS FOR EACH ELECTRI C UTILITY AND TO
PROVI DE A MECHANI SM THE COWPETI TI VE TRANSI TI ON CHARGE, FOR
RECOVERY OF AN APPROPRI ATE AMOUNT OF SUCH COSTS | N ACCORDANCE
W TH THE STANDARDS ESTABLI SHED I N THI S CHAPTER.

(16) IT IS IN THE PUBLI C | NTEREST FOR THE TRANSM SSI ON
AND DI STRI BUTI ON OF ELECTRICI TY TO CONTI NUE TO BE REGULATED
AS A NATURAL MONCPCLY SUBJECT TO THE JURI SDI CTI ON AND ACTI VE
SUPERVI SI ON OF THE COW SSI ON. ELECTRI C DI STRI BUTI ON
COVPANI ES SHOULD CONTI NUE TO BE THE PROVI DER OF LAST RESORT
IN ORDER TO ENSURE THE AVAI LABI LI TY OF UNI VERSAL ELECTRI C
SERVICE IN TH' S COMMONVEALTH UNLESS ANOTHER PROVI DER OF LAST
RESCORT | S APPROVED BY THE COWM SSI ON.

(17) THERE ARE CERTAI N PUBLI C PURPCSE COSTS, | NCLUDI NG
PROGRAMS FOR LOW | NCOVE ASSI STANCE, ENERGY CONSERVATI ON AND
OTHERS, VWH CH HAVE BEEN | MPLEMENTED AND SUPPORTED BY PUBLI C
UTI LI TITES BUNDLED RATES. THE PUBLI C PURPCSE | S TO BE
PROMOTED BY CONTI NUI NG UNI VERSAL SERVI CE AND ENERGY
CONSERVATI ON POLI CI ES, PROTECTI ONS AND SERVI CES; AND FULL
RECOVERY OF SUCH COSTS IS TO BE PERM TTED THROUGH A NON-
BYPASSABLE RATE MECHANI SM

(18) THERE ARE CERTAI N CHANGES TO A UTILITY, VWH CH WLL
CREATE TRANSI TI ON COSTS, TO ACCOWPLI SH THE MOVE TO A
COWPETI Tl VE MARKET. THESE CHANGES MAY ENTAI L THE CLOSURE OF
FACI LI TI ES OR REDUCTI ON I N EMPLOYEE LEVELS. | F SUCH ACTI ONS
ARE TO BE UNDERTAKEN, THE UTILITY MJST FULLY | NFORM THE
COW SSI ON OF THE | MPACT OF SUCH DECI SI ONS ON LOCAL
COMMUNI TI ES AND ON SOCI AL SERVI CES AND OF ANY TAX
| MPLI CATI ONS OF THE ACTIONS. THE UTILITY IS EXPECTED TO
DI SCUSS THE TRANSI TI ON TO COWPETI TION W TH | TS EMPLOYEES OR
THEI R CERTI FI ED REPRESENTATI VES AND MAY PROVI DE SEVERANCE,
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RETRAI NI NG, EARLY RETI REMENT AND OUTPLACEMENT SERVI CES. SUCH
TRANSI TI ON COSTS MAY BE RECOVERABLE UNDER THE COVPETI Tl VE
TRANSI TI ON CHARGE | N SECTI ON 2808 ( RELATI NG TO COWPETI TI VE
TRANSI TI ON CHARGE) .

(19) ALL PARTICI PANTS I N THE RESTRUCTURED ELECTRI C
I NDUSTRY ARE ENCOURAGED TO COORDI NATE THEI R PLANS AND
TRANSACTI ONS THROUGH AN | NDEPENDENT SYSTEM OPERATOR OR | TS
FUNCTI ONAL EQUI VALENT.

(20) SINCE CONTI NUI NG AND ENSURI NG THE RELI ABI LI TY OF
ELECTRI C SERVI CE DEPENDS ON ADEQUATE GENERATI ON AND ON
CONSCI ENTI QUS | NSPECTI ON AND MAI NTENANCE OF TRANSM SSI ON AND
DI STRI BUTI ON SYSTEMs, THE | NDEPENDENT SYSTEM OPERATOR OR | TS
FUNCTI ONAL EQUI VALENT SHOULD SET, AND THE COWM SS|I ON SHALL
SET, THROUGH REGULATI ONS, | NSPECTI ON, MAI NTENANCE, REPAI R AND
REPLACEMENT STANDARDS AND ENFORCE THOSE STANDARDS.

(21) UNDER FEDERAL AND STATE CLEAN Al R LAWS AND
REGULATI ONS, ELECTRI CI TY GENERATORS LOCATED I N STATES TO THE
WEST AND SOUTH OF TH S COMWONWEALTH ARE NOT SUBJECT TO
REQUI REMENTS AS STRI NGENT AS THOSE WHI CH APPLY TO GENERATORS
AND OTHER " PERSONS" AS DEFI NED I N SECTION 3 OF THE ACT OF
JANUARY 8, 1960 (1959 P.L.2119, NO 787), KNOMW AS THE AIR
PCLLUTI ON CONTROL ACT, OPERATING IN TH S COMMONVWEALTH AND
THAT DI FFERENT REA ONS W THI N TH S COVWWONWEALTH ARE SUBJECT
TO VARYI NG Al R EM SSI ON REQUI REMENTS. UNDER SOVE SCENARI G5,
COVPETI TI ON AMONG ELECTRI CI TY GENERATORS LOCATED I N DI FFERENT
STATES AND DI FFERENT REG ONS W THIN THI S COVMONWEALTH COULD
MAKE | T MORE DI FFI CULT FOR AREAS IN TH S COMMONVEALTH TO
DEMONSTRATE ATTAI NVENT W TH FEDERAL AND STATE AIR QUALITY
STANDARDS. SINCE THI' S RESULT MAY BE CAUSED BY THE DI SPARATE
REQUI REMENTS | MPOSED BY FEDERAL AND STATE LAW ON GENERATCORS
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AND OTHER " PERSONS" AS DEFINED IN SECTION 3 OF THE AR
PCLLUTI ON CONTROL ACT IN TH S COMONVWEALTH AND GENERATORS
LOCATED | N OTHER STATES, THE GENERAL ASSEMBLY SUPPORTS
CHANCGES TO FEDERAL CLEAN Al R LAWS AND REGULATI ONS THAT W LL
PROTECT PENNSYLVANI A' S ENVI RONMENT AND ENSURE THAT

ELECTRI CI TY GENERATORS AND OTHER " PERSONS" AS DEFI NED | N

SECTION 3 OF THE Al R POLLUTI ON CONTROL ACT LOCATED IN TH' S

COMMONVEALTH ARE NOT PLACED AT AN UNDUE COWPETI Tl VE

DI SADVANTAGE. THE COWM SSI ON W LL CONSULT W TH THE DEPARTMENT

OF ENVI RONVENTAL PROTECTI ON REGARDI NG THI S | SSUE DURI NG THE

TRANSI TI ON TO RETAI L COWPETI Tl ON.

§ 2803. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S CHAPTER
SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE
CONTEXT CLEARLY | NDI CATES OTHERW SE:

"AGGREGATOR OR MARKET AGGREGATOR. " AN ENTITY, LICENSED BY
THE COW SSI ON, THAT PURCHASES ELECTRI C ENERGY AND TAKES TI TLE
TO ELECTRI C ENERGY AS AN | NTERVEDI ARY FOR SALE TO RETAI L
CUSTOMERS.

"BROKER OR MARKETER. " AN ENTITY, LI CENSED BY THE COW SSI ON,
THAT ACTS AS AN AGENT OR | NTERVEDI ARY | N THE SALE AND PURCHASE
OF ELECTRI C ENERGY BUT THAT DOES NOT' TAKE TI TLE TO ELECTRI C
ENERGY.

" COVPETI TI VE TRANSI TI ON CHARCGE. " A NONBYPASSABLE CHARGE
APPLI ED TO THE BI LL OF EVERY CUSTOMER ACCESSI NG THE TRANSM SSI ON
OR DI STRI BUTI ON NETWORK WHI CH (CHARGE) | S DESI GNED TO RECOVER AN
ELECTRI C UTILITY'S TRANSI TI ON OR STRANDED COSTS AS DETERM NED BY
THE COVMM SSI ON UNDER SECTI ONS 2804 ( RELATI NG TO STANDARDS) AND
2808 ( RELATI NG TO COWPETI Tl VE TRANSI TI ON CHARGE) .

"CONSUMER. " A RETAIL ELECTRI C CUSTOVER.
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"CUSTOMER. " A RETAIL ELECTRI C CUSTOVER

"Dl RECT ACCESS." THE RI GHT OF ELECTRI C GENERATI ON SUPPLI ERS
AND END- USE CUSTOVERS TO UTI LI ZE AND | NTERCONNECT W TH THE
ELECTRI C TRANSM SSI ON AND DI STRI BUTI ON SYSTEM ON A
NONDI SCRI M NATORY BASI S AT RATES, TERMS AND CONDI TI ONS OF
SERVI CE COVWPARABLE TO THE TRANSM SSI ON AND DI STRI BUTI ON
COWANI ES' OMN USE OF THE SYSTEM TO TRANSPORT ELECTRICI TY FROM
ANY GENERATOR OF ELECTRICI TY TO ANY END- USE CUSTOMER.

"ELECTRI C DI STRI BUTI ON COVPANY. " THE PUBLI C UTI LI TY
PROVI DI NG FACI LI TI ES FOR THE JURI SDI CTI ONAL TRANSM SSI ON AND
DI STRI BUTI ON OF ELECTRICI TY TO RETAI L CUSTOMVERS, EXCEPT BU LDl NG
OR FACI LI TY OANNERS/ OPERATORS THAT MANAGE THE | NTERNAL
DI STRI BUTI ON SYSTEM SERVI NG SUCH BUI LDI NG OR FACI LI TY AND THAT
SUPPLY ELECTRI C POAER AND OTHER RELATED ELECTRI C PONER SERVI CES
TO OCCUPANTS OF THE BUI LDI NG OR FACI LI TY.

"ELECTRI C GENERATI ON SUPPLI ER OR ELECTRICI TY SUPPLI ER " A
PERSON OR CORPORATI ON, | NCLUDI NG MUNI CI PAL CORPORATI ONS WHI CH
CHOOSE TO PROVI DE SERVI CE OUTSI DE THEIR MUNI Cl PAL LI M TS EXCEPT
TO THE EXTENT PROVI DED PRI OR TO THE EFFECTI VE DATE OF TH S
CHAPTER, BROKERS AND MARKETERS, AGGREGATORS CR ANY OTHER
ENTI TI ES, THAT SELLS TO END- USE CUSTOMVERS ELECTRI CI TY OR RELATED
SERVI CES UTI LI ZI NG THE JURI SDI CTI ONAL TRANSM SSI ON OR
DI STRI BUTI ON FACI LI TI ES OF AN ELECTRI C DI STRI BUTI ON COMPANY OR
THAT PURCHASES, BROKERS, ARRANGES OR MARKETS ELECTRICI TY OR
RELATED SERVI CES FOR SALE TO END- USE CUSTOVERS UTI LI ZI NG THE
JURI SDI CTI ONAL TRANSM SSI ON AND DI STRI BUTI ON FACI LI TI ES OF AN
ELECTRI C DI STRI BUTI ON COVPANY. THE TERM EXCLUDES BUI LDI NG OR
FACI LI TY OANER/ OPERATORS THAT MANACE THE | NTERNAL DI STRI BUTI ON
SYSTEM SERVI NG SUCH BUI LDI NG OR FACI LI TY AND THAT SUPPLY
ELECTRI C POAER AND OTHER RELATED POWER SERVI CES TO OCCUPANTS OF
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THE BUI LDI NG OR FACI LI TY. THE TERM EXCLUDES ELECTRI C COOPERATI VE
CORPORATI ONS EXCEPT AS PROVIDED IN 15 PA.C.S. CH. 74 (RELATING TO
GENERATI ON CHO CE FOR CUSTOMVERS OF ELECTRI C COOPERATI VES) .

"END- USE CUSTOVER. " A RETAIL ELECTRI C CUSTOMER.

"RELI ABI LI TY." | NCLUDES ADEQUACY AND SECURI TY. AS USED IN
TH'S DEFI NI TI ON, " ADEQUACY" MEANS THE PROVI SI ON OF SUFFI ClI ENT
GENERATI ON, TRANSM SSI ON AND DI STRI BUTI ON CAPACI TY SO AS TO
SUPPLY THE AGGREGATE ELECTRI C POAER AND ENERGY REQUI REMENTS OF
CONSUMERS, TAKI NG | NTO ACCOUNT SCHEDULED AND UNSCHEDULED OUTACGES
OF SYSTEM FACI LI TI ES; AND " SECURI TY" MEANS DESI GNI NG,

MAI NTAI NI NG AND OPERATI NG A SYSTEM SO THAT | T CAN HANDLE
EMERGENCI ES SAFELY VWHI LE CONTI NU NG TO OPERATE.

"RENEWABLE RESOURCE. " | NCLUDES TECHNOLOGE ES SUCH AS SOLAR
PHOTOVOLTAI C ENERGY, SOLAR THERVAL ENERGY, W ND PONER, LOW HEAD
HYDRO PONER, GEOTHERVAL ENERGY, LANDFILL AND M NEBASED METHANE
GAS, ENERGY FROM WASTE AND SUSTAI NABLE Bl OVASS ENERGY.

"RETAI L CUSTOMER. " A RETAIL ELECTRI C CUSTOVER

"RETAI L ELECTRI C CUSTOMER. " A DI RECT PURCHASER COF ELECTRI C
PONER. THE TERM EXCLUDES AN OCCUPANT OF A BUI LDI NG OR FACI LI TY
VHERE THE OWNERS/ OPERATORS MANAGE THE | NTERNAL DI STRI BUTI ON
SYSTEM SERVI NG SUCH BUI LDI NG OR FACI LI TY AND SUPPLY ELECTRI C
PONER AND OTHER RELATED POWNER SERVI CES TO OCCUPANTS OF THE
BU LDI NG OR FACI LI TY; WHERE SUCH OMNERS/ OPERATORS ARE DI RECT
PURCHASERS OF ELECTRI C PONER;, AND WHERE THE OCCUPANTS ARE NOT
DI RECT PURCHASERS.

"TRANSI TI ON OR STRANDED COSTS." AN ELECTRI C UTI LI TY' S KNOMWN
AND MEASURABLE NET ELECTRI C GENERATI ON- RELATED COSTS, DETERM NED
ON A NET PRESENT VALUE BASI S OVER THE LI FE OF THE ASSET OR
LIABILITY AS PART OF | TS RESTRUCTURI NG PLAN, VH CH TRADI TI ONALLY
WOULD BE RECOVERABLE UNDER A REGULATED ENVI RONVENT BUT VWH CH NMAY
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NOT BE RECOVERABLE I N A COVPETI TI VE ELECTRI C GENERATI ON MARKET

2 AND VH CH THE COW SSI ON DETERM NES W LL REMAI N FOLLOW NG

3 MTIGATION BY THE ELECTRI C UTILITY. TH S TERM | NCLUDES:

4

© 00 ~N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) REGULATORY ASSETS AND OTHER DEFERRED CHARGES
TYPI CALLY RECOVERABLE UNDER CURRENT REGULATORY PRACTI CE, THE
UNFUNDED PORTI ON OF THE UTILITY' S PROJECTED NUCLEAR
GENERATI NG PLANT DECOMM SSI ONI NG COSTS AND COST OBLI GATI ONS
UNDER CONTRACTS W TH NONUTI LI TY GENERATI NG PROJECTS WHI CH
HAVE RECEI VED A COMM SSI ON ORDER, THE RECOVERABI LI TY OF WHI CH
SHALL BE DETERM NED UNDER SECTI ON 2808(C) (1) (RELATING TO
COVPETI Tl VE TRANSI TI ON CHARGE) .

(2) PRUDENTLY | NCURRED COSTS RELATED TO CANCELLATI ON,
BUYOUT, BUYDOWN OR RENEGOTI ATI ON OF NONUTI LI TY GENERATI NG
PROJECTS CONSI STENT W TH SECTI ON 527 ( RELATI NG TO
COGENERATI ON RULES AND REGULATI ONS), THE RECOVERABI LI TY OF
WH CH SHALL BE DETERM NED PURSUANT TO SECTI ON 2808(C) (2).

(3) THE FOLLON NG COSTS, THE RECOVERABI LI TY OF WH CH
SHALL BE DETERM NED PURSUANT TO SECTI ON 2808(C) (3):

(1) NET PLANT | NVESTMENTS AND COSTS ATTRI BUTABLE TO

THE UTILITY' S EXI STI NG GENERATI ON PLANTS AND FACI LI TI ES.

(I11) THE UTILITY S DI SPOSAL OF SPENT NUCLEAR FUEL.
(I11) THE UTILITY' S LONG TERM PURCHASE PO/NER

COWM TMENTS OTHER THAN THE COSTS DEFI NED | N PARAGRAPHS

(1) AND (2).

(1V) RETI REMENT COSTS ATTRI BUTABLE TO THE UTILITY' S

EXI STI NG GENERATI NG PLANTS OTHER THAN THE COSTS DEFI NED

I N PARAGRAPH (1) .

(V) OTHER TRANSI TI ON COSTS OF THE UTILITY, | NCLUDI NG

COSTS OF EMPLOYEE SEVERANCE, RETRAI NI NG, EARLY

RETI REMENT, OUTPLACEMENT AND RELATED EXPENSES, AT
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REASONABLE LEVELS, FOR EMPLOYEES WHO ARE AFFECTED BY
CHANCGES THAT OCCUR AS A RESULT OF THE RESTRUCTURI NG OF
THE ELECTRI C | NDUSTRY OCCASI ONED BY THI S CHAPTER.
THE TERM | NCLUDES ANY COSTS ATTRI BUTABLE TO PHYSI CAL PLANT NO
LONGER USED AND USEFUL BECAUSE OF THE TRANSI TI ON TO RETAI L
COWPETI TI ON.  THE TERM EXCLUDES ANY AMOUNTS PREVI QUSLY DI SALLOWED
BY THE COW SSI ON AS | MPRUDENTLY | NCURRED. TO THE EXTENT THAT
THE RECOVERABI LI TY OF AMOUNTS THAT ARE SOUGHT TO BE | NCLUDED AS
TRANSI TI ON OR STRANDED COSTS ARE SUBJECT TO APPELLATE REVI EW AS
OF THE TI ME OF THE COW SSI ON DETERM NATI ON, ANY DETERM NATI ON
TO | NCLUDE SUCH COSTS SHALL BE REVERSED TO THE EXTENT REQUI RED
BY THE RESULTS OF THAT APPELLATE REVI EW
"TRANSM SSI ON AND DI STRI BUTI ON COSTS. " ALL COSTS DI RECTLY OR
I NDI RECTLY | NCURRED TO PROVI DE TRANSM SSI ON AND DI STRI BUTI ON
SERVI CES TO RETAI L ELECTRI C CUSTOMERS. TH' S | NCLUDES THE RETURN
OF AND RETURN ON FACI LI TI ES AND OTHER CAPI TAL | NVESTMENTS
NECESSARY TO PROVI DE TRANSM SSI ON AND DI STRI BUTI ON SERVI CES AND
ASSCCl ATED OPERATI NG EXPENSES, | NCLUDI NG APPLI CABLE TAXES.
"UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON." PQOLI Cl ES,
PROTECTI ONS AND SERVI CES THAT HELP LOW I NCOVE CUSTOMVERS TO
MAI NTAI N ELECTRI C SERVI CE. THE TERM | NCLUDES CUSTOMER ASSI STANCE
PROGRAMS; TERM NATI ON OF SERVI CE PROTECTI ON AND PCLI CI ES AND
SERVI CES THAT HELP LOW I NCOVE CUSTOMERS TO REDUCE OR MANAGE
ENERGY CONSUMPTI ON | N A COST- EFFECTI VE MANNER, SUCH AS THE LOW
I NCOVE USAGE REDUCTI ON PROGRAMS, APPLI CATI ON OF RENEWABLE
RESOURCES AND CONSUMER EDUCATI ON.
§ 2804. STANDARDS FOR RESTRUCTURI NG OF ELECTRI C | NDUSTRY.
THE FOLLOW NG | NTERDEPENDENT STANDARDS SHALL GOVERN THE
COW SSI ON'' S ASSESSMENT AND APPROVAL OF EACH PUBLIC UTILITY' S
RESTRUCTURI NG PLAN, OVERSI GHT OF THE TRANSI TI ON PROCESS AND
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1 REGULATI ON OF THE RESTRUCTURED ELECTRI C UTI LI TY | NDUSTRY:

2 (1) THE COW SSI ON SHALL ENSURE CONTI NUATI ON CF SAFE AND
3 RELI ABLE ELECTRI C SERVI CE TO ALL CONSUMERS | N THE

4 COMMONVEALTH, | NCLUDI NG

5 (1) THE MAI NTENANCE COF ADEQUATE RESERVE MARG NS BY

6 ELECTRI C SUPPLI ERS | N CONFORM TY W TH THE STANDARDS

7 REQUI RED BY THE NORTH AMERI CAN ELECTRI C RELI ABI LI TY

8 COUNCI L (NERC) AND THE REG ONAL RELI ABI LI TY COUNCI L

9 APPROPRI ATE TO EACH SUPPLI ER, OR ANY SUCCESSORS TO THOSE
10 RELI ABI LI TY ENTI TIES, AND I N CONFORM TY W TH ESTABLI SHED
11 I NDUSTRY STANDARDS AND PRACTI CES.

12 (1'l') THE I NSTALLATI ON AND MAI NTENANCE OF

13 TRANSM SSI ON AND DI STRI BUTI ON FACI LI TIES I N CONFORM TY

14 W TH ESTABLI SHED | NDUSTRY STANDARDS AND PRACTI CES,

15 I NCLUDI NG THE STANDARDS SET FORTH | N THE NATI ONAL

16 ELECTRI C SAFETY CODE

17 (2) CONSI STENT WTH THE TI ME LINE SET FORTH I N SECTI ON
18 2806 ( RELATI NG TO | MPLEMENTATI ON, PI LOT PROGRAMS AND

19 PERFORVANCE- BASED RATES), THE COWM SSI ON SHALL ALLOW
20 CUSTOVERS TO CHOOSE AMONG ELECTRI C GENERATI ON SUPPLI ERS IN A
21 COVPETI Tl VE GENERATI ON MARKET THROUGH DI RECT ACCESS.
22 CUSTOVERS SHOULD BE ABLE TO CHOOSE AMONG ALTERNATI VES SUCH AS
23 FI' RM AND | NTERRUPTI BLE SERVI CE, FLEXI BLE PRI CI NG AND
24 ALTERNATE GENERATI ON SOURCES, | NCLUDI NG REASONABLE AND FAI R
25 OPPORTUNI TI ES TO SELF- GENERATE AND | NTERCONNECT. THESE
26 ALTERNATI VES MAY BE PROVI DED BY DI FFERENT ELECTRI C GENERATI ON
27 SUPPLI ERS
28 (3) THE COW SSI ON SHALL REQUI RE THE UNBUNDLI NG OF
29 ELECTRI C UTI LI TY SERVI CES, TARI FFS AND CUSTOVER BI LLS TO
30 SEPARATE THE CHARCGES FOR GENERATI ON, TRANSM SSI ON AND
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DI STRI BUTI ON. THE COW SSI ON MAY REQUI RE THE UNBUNDLI NG OF
OTHER SERVI CES.
(4) THE FOLLOW NG CAPS ON ELECTRI C UTI LI TY RATES SHALL
APPLY:
(1) FOR A PERI OD CF 54 MONTHS FROM THE EFFECTI VE
DATE OF THI S CHAPTER OR UNTI L AN ELECTRI C DI STRI BUTI ON
UTILITY I'S NO LONGER RECOVERI NG | TS TRANSI TI ON OR
STRANDED COSTS THROUGH A COVPETI TI VE TRANSI TI ON CHARGE OR
| NTANG BLE TRANSI TI ON CHARGE AND ALL THE CUSTOMVERS OF AN
ELECTRI C DI STRI BUTI ON UTI LI TY CAN CHOOSE AN ALTERNATI VE
PROVI DER OF ELECTRI C GENERATI ON, WHI CHEVER | S SHORTER:
(A) THE TOTAL CHARGES OF AN ELECTRIC
DI STRIBUTI ON UTI LI TY FOR SERVI CE TO ANY CUSTOVER WHO
PURCHASES GENERATI ON FROM THAT UTI LI TY SHALL NOT
EXCEED THE TOTAL CHARGES THAT HAVE BEEN APPROVED BY
THE COW SSI ON FOR SUCH SERVI CE AS OF THE EFFECTI VE
DATE OF TH S CHAPTER; AND
(B) FOR CUSTOVERS WHO PURCHASE GENERATI ON FROM A
SUPPLI ER OTHER THAN THE ELECTRI C DI STRI BUTI ON
UTILITY, THE CHARGES OF THE UTILITY FOR NO\
GENERATI ON SERVI CES THAT ARE REGULATED AS OF THE
EFFECTI VE DATE OF TH S CHAPTER, EXCLUSI VE OF THE
COWPETI TI VE TRANSI TI ON CHARGE AND | NTANG BLE
TRANSI TI ON CHARGE, SHALL NOT EXCEED THE NON-
GENERATI ON CHARCGES THAT HAVE BEEN APPROVED BY THE
COW SSI ON FOR SUCH SERVI CE AS OF THE EFFECTI VE DATE
OF TH S CHAPTER
(1) IN ADDITION TO THE RATE CAP SET FORTH I N
SUBPARAGRAPH (1), FOR A PERIOD OF NI NE YEARS FROM THE
EFFECTI VE DATE OF TH S CHAPTER, OR UNTIL AN ELECTRI C
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1 DI STRI BUTI ON UTI LI TY 1S NO LONGER RECOVERI NG | TS
2 TRANSI TI ON OR STRANDED COSTS THROUGH A COMPETI TI VE

3 TRANSI TI ON CHARGE OR | NTANG BLE TRANSI TI ON CHARGE AND ALL
4 CUSTOVERS OF AN ELECTRI C DI STRI BUTI ON UTI LI TY CAN CHOOSE
5 AN ALTERNATI VE PROVI DER OF ELECTRI C GENERATI ON, VHI CHEVER
6 | S SHORTER, THE GENERATI ON COVMPONENT OF A UTILITY'S

7 CHARGES TO CUSTOVERS WHO PURCHASE GENERATI ON FROM THE

8 UTI LI TY, | NCLUDI NG THE COVPETI TI VE TRANSI TI ON CHARGE AND
9 | NTANG! BLE TRANSI TI ON CHARGE, SHALL NOT EXCEED THE

10 GENERATI ON COMPONENT CHARGED TO THE CUSTOMERS THAT HAS

11 BEEN APPROVED BY THE COMM SSI ON FOR SUCH SERVI CE, AS OF
12 THE EFFECTI VE DATE OF TH S CHAPTER

13 (111) AN ELECTRI C DI STRI BUTI ON UTI LI TY MAY SEEK, AND
14 THE COVMM SSI ON MAY APPROVE, AN EXCEPTI ON TO THE

15 LI M TATI ONS SET FORTH | N SUBPARAGRAPHS (1) AND (11) ONLY
16 IN ANY OF THE FOLLOW NG Cl RCUVSTANCES:

17 (A) THE ELECTRI C DI STRI BUTI ON UTI LI TY MEETS THE
18 REQUI REMENTS FOR EXTRACRDI NARY RATE RELI EF UNDER

19 SECTI ON 1308( E) ( RELATI NG TO VOLUNTARY CHANGES | N

20 RATES) .

21 (B) EITHER THE ELECTRI C DI STRI BUTION UTILITY IS
22 REQUI RED TO BEG N PAYMENT UNDER CONTRACTS W TH NON-
23 UTI LI TY GENERATI ON PROJECTS THAT HAVE RECEI VED

24 COWM SSI ON ORDERS, HAS BEEN UNABLE TO M TI GATE SUCH
25 COSTS, SUCH COSTS ARE NOT RECOVERABLE I N A

26 COVPETI Tl VE GENERATI ON MARKET, AND SUCH COSTS WERE

27 NOT PREVI OUSLY COVERED | N THE COMPETI TI VE TRANSI TI ON
28 CHARGE OR | NTANG BLE TRANSI TI ON CHARGE; OR THE

29 UTI LI TY PRUDENTLY | NCURS COSTS RELATED TO

30 CANCELLATI ON, BUYOUT, BUYDOWN OR RENEGOTI ATI ON OF
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NONUTI LI TY GENERATI NG PRQIECT OBLI GATI ONS OF THE
UTI LI TY CONSI STENT W TH SECTI ON 527 ( RELATI NG TO
COGENERATI ON RULES AND REGULATI ONS) AND SUCH COSTS
WERE NOT PREVI QUSLY COVERED I N THE COVPETI Tl VE
TRANSI TI ON CHARGE OR | NTANG BLE TRANSI TI ON CHARGE.
COSTS RELATED TO CANCELLATI QN, BUYQUT, BUYDOMWN OR
RENEGOTI ATI ON SHALL BE RECOVERED FROM RATEPAYERS OVER
A PERI GD NOT TO EXCEED THREE YEARS, UNLESS THE
COW SSI ON DETERM NES WTHI N I TS DI SCRETI ON TO
REQUI RE A LONGER RECOVERY PERI GD DUE TO THE MAGNI TUDE
OF SUCH COSTS, BUT SHALL BE ACCOUNTED FOR BY THE
UTILITY ON A LEVELI ZED BASI S OVER THE TOTAL PERIGD I N
VWH CH THE GENERATI ON PORTI ON OF THE UTI LI TY' S RATES
ARE CAPPED.

(© THE ELECTRIC DI STRI BUTI ON UTI LI TY I S SUBJECT
TO SI GNI FI CANT | NCREASES | N THE RATES OF FEDERAL OR
STATE TAXES OR OTHER SI GNI FI CANT CHANGES | N LAW OR
REGULATI ONS THAT WOULD NOT ALLOW THE UTI LI TY TO EARN
A FAI R RATE OF RETURN.

(D) THE ELECTRIC DI STRI BUTI ON UTI LI TY | S SUBJECT
TO SI GNI FI CANT | NCREASES IN THE UNI T RATE OF FUEL FOR
UTI LI TY GENERATI ON OR THE PRI CE OF PURCHASED POVER
THAT ARE OQUTSI DE OF THE CONTROL OF THE UTI LI TY AND
THAT WOULD NOT ALLOW THE UTILITY TO EARN A FAI R RATE
OF RETURN.

(E) THE ELECTRIC DI STRIBUTION UTILITY IS
DI RECTED BY THE COW SSI ON OR AN | NDEPENDENT SYSTEM
OPERATOR OR | TS FUNCTI ONAL EQUI VALENT TO MAKE
EXPENDI TURES TO REPAI R OR UPGRADE | TS TRANSM SSI ON OR
DI STRI BUTI ON SYSTEM
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(F) THE ELECTRI C DI STRI BUTI ON UTI LI TY SEEKS TO

| NCREASE | TS ALLOWANCE FOR NUCLEAR DECOWM SSI ONI NG

COSTS TO REFLECT NEW | NFORVATI ON NOT AVAI LABLE AT THE

TIME THE UTI LI TY' S EXI STI NG RATES WERE DETERM NED,

AND SUCH COSTS ARE NOT RECOVERABLE | N THE COMPETI TI VE

GENERATI ON MARKET AND ARE NOT COVERED | N THE

COVPETI Tl VE TRANSI TI ON CHARGE OR | NTANG BLE

TRANSI TI ON CHARGE, AND SUCH COSTS WOULD NOT ALLOW THE

UTI LI TY TO EARN A FAI R RATE OF RETURN.

(G AS PERM TTED BY PARAGRAPH (16).

(1V) CONSI STENT W TH THE REQUI REVENTS OF DUE
PROCESS, THE COWM SSI ON MAY EXPEDI TE PROCEEDI NGS THAT
| N\VOKE THE PROVI S| ONS OF SUBPARAGRAPH (111).

(V) |F AN ELECTRI C DI STRI BUTI ON UTI LI TY ROLLS I TS
ENERGY COST RATE | NTO BASE RATES AT A COVBI NED LEVEL THAT
DOES NOT EXCEED | TS COMBI NED LEVEL OF SUCH RATES WHI CH
HAVE BEEN APPROVED BY THE COWM SSI ON AS OF THE EFFECTI VE
DATE OF THI'S CHAPTER, THE UTILITY SHALL NOT BE REQUI RED
TO REDUCE | TS CAPPED RATES BELOW THE CAPPED LEVEL UPON
THE COVPLAI NT OF ANY PARTY | F THE COWVM SSI ON DETERM NES
THAT ANY EXCESS EARNI NGS ACHI EVED UNDER THE CAP ARE BEI NG
UTI LI ZED TO M Tl GATE TRANSI TI ON OR STRANDED COSTS FOR THE
BENEFI T OF RATEPAYERS OR TO OFFSET OTHER KNOWN AND
MEASURABLE COST | NCREASES THAT WOULD BE RECOVERABLE UNDER
TRADI TI ONAL RATEMAKI NG BUT ARE NOT | NCLUDED W THI N THE
CAPPED RATES.

(VI) TH'S PARAGRAPH SHALL NOT APPLY TO NEW SERVI CES
OFFERED FOR THE FI RST TI ME AFTER THE EFFECTI VE DATE OF
THI S CHAPTER
(5) THE COWM SSI ON MAY PERM T, BUT SHALL NOT REQUI RE, AN
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ELECTRI C UTILITY TO DI VEST | TSELF OF FACILITIES OR TO
REORGANI ZE | TS CORPORATE STRUCTURE.

(6) CONSI STENT WTH THE PROVI SI ON OF SECTI ON 2806, THE
COW SSI ON SHALL REQUI RE THAT A PUBLIC UTILITY THAT OMNS OR
OPERATES JURI SDI CTI ONAL TRANSM SSI ON AND DI STRI BUTI ON
FACI LI TI ES SHALL PROVI DE TRANSM SSI ON AND DI STRI BUTI ON
SERVI CE TO ALL RETAIL ELECTRI C CUSTOVERS | N THEI R SERVI CE
TERRI TORY AND TO ELECTRI C COOPERATI VE CORPORATI ONS AND
ELECTRI C GENERATI ON SUPPLI ERS, AFFI LI ATED OR NONAFFI LI ATED,
ON RATES, TERMS OF ACCESS AND CONDI TI ONS THAT ARE COVPARABLE
TO THE UTILITY' S OWN USE OF | TS SYSTEM

(7) THE COW SSI ON SHALL REQUI RE THAT RESTRUCTURI NG OF
THE ELECTRI C UTI LI TY | NDUSTRY BE | MPLEMENTED I N A MANNER THAT
DCES NOT UNREASONABLY DI SCRI M NATE AGAI NST ONE CUSTOMER CLASS
TO THE BENEFI T OF ANOTHER.

(8) THE COW SSI ON SHALL ESTABLI SH FOR EACH ELECTRI C
UTI LI TY AN APPROPRI ATE COST RECOVERY MECHANI SM VHI CH | S
DESI GNED TO FULLY RECOVER THE ELECTRIC UTILITY' S UNl VERSAL
SERVI CE AND ENERGY CONSERVATI ON COSTS OVER THE LI FE OF THESE
PROGRAMS.

(9) THE COW SSI ON SHALL ENSURE THAT UNI VERSAL SERVI CE
AND ENERGY CONSERVATI ON PCLI CI ES, ACTI VI TIES AND SERVI CES ARE
APPROPRI ATELY FUNDED AND AVAI LABLE | N EACH ELECTRI C
DI STRI BUTI ON TERRI TORY. POLI CI ES, ACTIVITI ES AND SERVI CES
UNDER THI S PARAGRAPH SHALL BE FUNDED I N EACH ELECTRIC
DI STRI BUTI ON TERRI TORY BY NONBYPASSABLE, COMPETI Tl VELY-
NEUTRAL COST RECOVERY MECHANI SMS THAT FULLY RECOVER THE COSTS
OF UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON SERVI CES. THE
COW SSI ON SHALL ENCOURAGE THE USE OF COVMUNI TY- BASED
ORGANI ZATI ONS THAT HAVE THE NECESSARY TECHNI CAL AND
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ADM NI STRATI VE EXPERI ENCE TO BE THE DI RECT PROVI DERS OF
SERVI CES OR PROGRAMS WHI CH REDUCE ENERGY CONSUMPTI ON OR
OTHERW SE ASSI ST LOW | NCOVE CUSTOMERS TO AFFORD ELECTRIC
SERVI CE. PROGRAMS UNDER THI S PARAGRAPH SHALL BE SUBJECT TO
THE ADM NI STRATI VE OVERSI GHT OF THE COVMM SSI ON VWHI CH W LL
ENSURE THAT THE PROGRAMS ARE OPERATED | N A COST- EFFECTI VE
MANNER.

(10) THE COWM SSI ON SHALL ESTABLI SH RATES FOR
JURI SDI CTI ONAL TRANSM SSI ON AND DI STRI BUTI ON SERVI CES AND
SHALL CONTI NUE TO REGULATE DI STRI BUTI ON SERVI CES FOR NEW AND
EXI STI NG CUSTOMVERS | N ACCORDANCE WTH THI S CHAPTER AND
CHAPTER 13 ( RELATI NG TO RATES AND RATEMAKI NG) .

(11) THE TIME LINE FOR THE TRANSI TI ON TO AND PHASE I N OF
DI RECT ACCESS TO COWPETI Tl VE ELECTRI C GENERATI ON SHALL BE I N
ACCORDANCE W TH SECTI ON 2806.

(12) THE COW SSI ON HAS THE AUTHORI TY TO ORDER UTI LI TY
PARTI Cl PATI ON | N RETAI L ACCESS PI LOT PROGRAMS, AS SET FORTH
I N SECTI ON 2806 AND AS FURTHER | MPLEMENTED OR MCDI FI ED BY THE
COW SSI ON, WTH DI RECT ACCESS TO BEG N ON APRIL 1, 1997. THE
COW SSI ON SHALL CONDUCT M LESTONE REVI EW6 OF THE TRANSI T1 ON
TO RETAI L ELECTRI C GENERATI ON COVPETI TI ON TO ASSURE A
TECHNI CALLY WORKABLE AND EQUI TABLE TRANSI TI ON PERI OD.

(13) CONSI STENT W TH SECTI ON 2808 ( RELATI NG TO
COVPETI TI VE TRANSI TI ON CHARGE), THE COWMM SSI ON HAS THE POWER
AND DUTY TO APPROVE A COVPETI TI VE TRANSI TI ON CHARGE FOR THE
RECOVERY OF TRANSI TI ON OR STRANDED COSTS | T DETERM NES TO BE
JUST AND REASONABLE TO RECOVER FROM RATEPAYERS.

(14) THE TRANSITION TO A COVPETI TI VE GENERATI ON MARKET
SHALL BE ORDERLY, PROTECT ELECTRI C SYSTEM RELI ABI LI TY, BE
FAI R TO RATEPAYERS AND PROVI DE THE | NVESTORS | N PENNSYLVANI A
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ELECTRI C UTILITIES WTH A FAIR OPPORTUNI TY TO FULLY RECOVER
THE AMOUNT OF TRANSI TI ON OR STRANDED COSTS THAT THE
COW SSI ON DETERM NES TO BE JUST AND REASONABLE.

(15) AT THE TIME EACH UTILITY FILES I TS RESTRUCTURI NG
PLAN WTH THE COW SSI ON, THE UTILITY SHALL SUBM T AN | NI Tl AL
PLAN THAT SETS FORTH HOW I T SHALL MEET I TS UN VERSAL SERVI CE
AND ENERGY CONSERVATI ON OBLI GATI ONS.

(16) THE FOLLOW NG SHALL APPLY:

(1) THE COW SSI ON SHALL | SSUE REGULATI ONS THAT

PERM T THE ELECTRI C DI STRI BUTI ON COVPANY TO RECOVER ANY

CHANGE I N I TS STATE TAX LI ABI LI TY UNDER SECTI ONS 2806( H),

2809(C) (RELATI NG TO REQUI REMENTS FOR ELECTRI C GENERATI ON

SUPPLI ERS) AND 2810 ( RELATI NG TO REVENUE NEUTRAL

RECONCI LI ATION) OR IN ITS LIABILITY UNDER 52 PA. CODE 88

69. 51 THROUCH 69. 56 (RELATING TO | NCLUSI ON OF STATE TAXES

AND GROSS RECEI PTS TAXES | N BASE RATES) TO THE EXTENT

THAT THE RESULTI NG RATE DOES NOT EXCEED THE RATE CAP

ESTABLI SHED I N THI S SECTI ON EXCEPT AS PROVIDED IN THI S

CHAPTER.

(1) WTH REGARD TO ANY PORTI ON OF THE CHANGE I N AN

ELECTRI C DI STRI BUTI ON COVPANY' S TAX LI ABI LI TY UNDER

SECTI ON 2810 VWH CH WOULD CAUSE I T TO EXCEED THE RATE CAP,

THE ELECTRI C DI STRI BUTI ON COVPANY MAY FI LE A SI NGLE | SSUE

RATE PROCEEDI NG UNDER SECTI ON 1308(A) TO RECOVER THAT

AMOUNT. THE COWM SSI ON SHALL ADJUDI CATE, W THI N 60 DAYS,

WHETHER THE RESULTI NG RATES ARE JUST AND REASONABLE.

(I'r1)y WTH REGARD TO ANY PCRTI ON OF THE CHANGE I N AN

ELECTRI C DI STRI BUTI ON COVPANY' S TAX LI ABI LI TY UNDER

SECTI ONS 2806(H) AND 2809(C) WH CH WOULD CAUSE I T TO

EXCEED THE PRI CE CAP, UPON CERTI FI CATION TO THE
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COWM SSI ON, BY AFFIDAVI T, THAT THE ELECTRI C DI STRI BUTI ON
COVPANY HAS NOT COLLECTED THE TAXES DUE PURSUANT TO THE
TARI FF | NDEMNI FI CATI ON PROVI SI ONS REQUI RED BY SECTI ON
2810(M AND THAT THE ELECTRI C DI STRI BUTI ON COVPANY AND
THE DEPARTMENT OF REVENUE HAVE NOT COLLECTED THE TAXES
DUE PURSUANT TO THE OTHER MEANS SET FORTH | N SECTI ONS
2806(G) (3) (1) AND (11) AND 2809(C) TO RECOVER THE TAXES
DUE AND ANY | NTEREST THEREON, THE ELECTRI C DI STRI BUTI ON
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UTILITY SHALL BE PERM TTED TO RECOVER THAT AMOUNT I N THE

=Y
o

STATE TAX ADJUSTMENT SURCHARGE.

=
=

§ 2805. REG ONALI SM AND RECI PROCI TY.

=
N

(A) OTHER STATES. - - THE COW SSI ON SHALL TAKE ALL NECESSARY

=
w

AND APPROPRI ATE STEPS TO ENCOURAGE | NTERSTATE POAER POOLS TO

H
o

ENHANCE COMPETI TI ON AND TO COVPLEMENT | NDUSTRY RESTRUCTURI NG ON

=Y
(63}

A REG ONAL BASI S. THE COVMONWEALTH, THE COWM SSI ON AND

=Y
(e}

PENNSYLVANI A ELECTRI C UTI LI TI ES SHALL WORK W TH THE FEDERAL

=
\l

GOVERNMENT, OTHER STATES IN THE REG ON AND | NTERSTATE POVNER

=Y
oo

POOLS TO ACCOWPLI SH THE GOALS OF RESTRUCTURI NG AND TO ESTABLI SH

=
O

| NDEPENDENT SYSTEM OPERATORS OR THEI R FUNCTI ONAL EQUI VALENTS TO

N
o

OPERATE THE TRANSM SSI ON SYSTEM AND | NTERSTATE PONER POCLS. THE

N
=

COW SSI ON, PENNSYLVANI A ELECTRI C UTI LI TITES AND ALL ELECTRICI TY

N
N

SUPPLI ERS SHALL WORK W TH THE FEDERAL GOVERNMENT, OTHER STATES

N
w

IN THE REG ON, THE NORTH AVMVERI CAN ELECTRI C RELI ABI LI TY COUNCI L

N
~

AND | TS REG ONAL COORDI NATI NG COUNCI LS OR THEI R SUCCESSORS,

N
(63}

| NTERSTATE PONER POOLS, AND W TH THE | NDEPENDENT SYSTEM OPERATOR

N
(e}

OR I'TS FUNCTI ONAL EQUI VALENT TO ENSURE THE CONTI NUED PROVI S| ON

N
~

OF ADEQUATE, SAFE AND RELI ABLE ELECTRI C SERVI CE TO THE CI Tl ZENS

N
oo

AND BUSI NESSES OF THI S COMVONVEALTH.

N
(o]

(B) ELECTRI C COOPERATI VES, MJUNI Cl PALI TI ES AND OTHER ELECTRI C
30 CGENERATI ON SUPPLI ERS. - -
19950H1509B4282 - 37 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

(1) I N ORDER TO MAKE THE BENEFI TS OF COWPETI TION IN THE

GENERATI ON AND SALE OF ELECTRICI TY AS WDELY AVAI LABLE AS
PCSSI BLE TO RETAI L CUSTOVERS AND TO PROVI DE OPEN, FAI R AND
NONDI SCRI M NATCORY ACCESS TO ALL ELECTRI C GENERATI ON

SUPPLI ERS:

(1) CONSISTENT WTH 15 PA.C.S. CH 74 (RELATING TO
GENERATI ON CHO CE FOR CUSTOVERS OF ELECTRIC
COOPERATI VES), NO ELECTRI C COOPERATI VE OR MUNI ClI PALI TY
VWH CH DI STRI BUTES ELECTRI CI TY TO END- USE CUSTOVERS MNAY
UTI LI ZE THE TRANSM SSI ON OR DI STRI BUTI ON SYSTEM OF AN
ELECTRI C UTI LI TY REGULATED BY THE COW SSI ON FOR THE
PURPOSE OF SUPPLYI NG ELECTRICI TY TO AN END- USE CUSTOMER
UNLESS THE ELECTRI C COOPERATI VE OR MUNI Cl PALI TY PROVI DES
OPEN AND NONDI SCRI M NATORY ACCESS AND ALLOWNS OTHER
ELECTRI C GENERATI ON SUPPLI ERS TO UTI LI ZE I TS FACI LI TI ES,
I NCLUDI NG ANY FACILITIES I T I'S ENTI TLED TO PROVI DE TO
TH RD PARTI ES PURSUANT TO CONTRACT, TO MAKE SALES TO THE
END- USE CUSTOVERS | T SERVES. A BOROUGH MAY PRCH BI' T
ELECTRI C GENERATI ON SUPPLI ERS FROM SERVI NG END- USE
CUSTOVERS WTHI N | TS BOROUGH LIM TS; HONEVER, SUCH A
BOROUGH SHALL BE PROH Bl TED FROM PROVI DI NG GENERATI ON
SERVI CE TO END- USE CUSTOMERS OQUTSI DE OF | TS BOROUGH
LIMTS WVHICH I'T DID NOT SERVE PRI OR TO THE EFFECTI VE DATE
OF TH S CHAPTER

(1) THE COW SSI ON SHALL REQUI RE ANY ELECTRI C
COCPERATI VE SEEKI NG A CERTI FI CATE UNDER 15 PA.C.S. CH 74
TO PROVI DE OPEN AND NONDI SCRI M NATORY ACCESS TO I TS
TRANSM SSI ON AND DI STRI BUTI ON FACI LI TIES AS A CONDI TI ON
TO THE GRANTI NG OF THE CERTI FI CATE.

(I'r1) THE RELI ABILITY OF THE TRANSM SSI ON SERVI CE
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PROVI DED TO ELECTRI C COOPERATI VE CORPORATI ONS MUST BE
COVPARABLE TO THE RELI ABI LI TY WH CH THE TRANSM SSI ON
SUPPLI ER PROVI DES AT THE WHOLESALE LEVEL.

(2) NO ELECTRIC UTI LI TY REGULATED BY THE COWM SSI ON AND

NO AFFI LI ATE OF SUCH ELECTRI C UTI LI TY MAY USE THE

DI STRI BUTI ON SYSTEM OF ANOTHER ELECTRI C UTI LI TY REGULATED BY

THE COW SSI ON OR MAKE SALES TO END- USE CUSTOMERS | N ANOTHER

ELECTRI C UTI LI TY' S SERVI CE TERRI TORY UNLESS THE COVM SSI ON

HAS APPROVED A RESTRUCTURI NG PLAN FOR THE SUPPLYI NG ELECTRI C

UTI LI TY VWH CH PROVI DES FOR DI RECT ACCESS COMPARABLE TO THE

DI RECT ACCESS PROVI DED UNDER THE APPROVED PLAN OF THE

ELECTRI C UTI LI TY OPERATI NG THE DI STRI BUTI ON SYSTEM I N THE

LOCATI ON WHERE THE SUPPLYI NG ELECTRI C UTI LI TY SEEKS TO SELL

ELECTRI CI TY TO AN END- USE CUSTOVER. NO ELECTRI C UTI LI TY

REGULATED BY THE COMM SSI ON AND NO AFFI LI ATE OF SUCH ELECTRI C

UTI LI TY MAY USE THE DI STRI BUTI ON SYSTEM OF AN ELECTRI C

COOPERATI VE CORPORATI ON OR MAKE SALES TO END- USE CUSTOMVERS | N

THE TERRI TORY OF AN ELECTRI C COOPERATI VE CORPORATI ON UNLESS

THE COW SSI ON HAS APPROVED A RESTRUCTURI NG PLAN FOR THE

SUPPLYI NG ELECTRI C UTI LI TY.

§ 2806. | MPLEMENTATI ON, PILOT PROGRAMS AND PERFORVANCE- BASED
RATES.

(A) CENERAL RULE. --THE CENERATION OF ELECTRICI TY SHALL NO
LONGER BE REGULATED AS A PUBLI C UTILITY SERVI CE OR FUNCTI ON
EXCEPT AS OTHERW SE PROVI DED FOR IN THI S CHAPTER AT THE
CONCLUSI ON OF A TRANSI TI ON AND PHASE-| N PERI CD BEG NNI NG ON THE
EFFECTI VE DATE OF TH S CHAPTER AND ENDI NG, CONSI STENT W TH THE
COW SSI ON' S DI SCRETI ON UNDER THI S SECTI ON, JANUARY 1, 2001. AS
OF JANUARY 1, 2001, CONSI STENT WTH THE COVMM SSI ON' S DI SCRETI ON
UNDER THI S SECTI ON, ALL CUSTOVERS COF ELECTRI C DI STRI BUTI ON
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COVPANI ES | N THI S COMWWONWEALTH SHALL HAVE THE OPPORTUNI TY TO
PURCHASE ELECTRI CI TY FROM THEI R CHO CE OF ELECTRI C GENERATI ON
SUPPLI ERS. THE ULTI MATE CHOI CE OF THE ELECTRI C GENERATI ON
SUPPLIER |'S TO REST W TH THE CONSUMER.

(B) SCHEDULE. - - RECOGNI ZI NG THAT APPROXI MATELY 5% OF THE PEAK
LOAD W LL HAVE RETAIL ACCESS THROUGH PI LOT PROGRAMS, THE
FOLLOW NG SCHEDULE FOR PHASED | MPLEMENTATI ON OF RETAI L ACCESS
SHALL BE ADHERED TO UNLESS A DETERM NATI ON |'S MADE BY THE
COWM SSI ON UNDER SUBSECTI ON (O) :

(1) AS OF JANUARY 1, 1999, A MAXI MUM OF 33% OF THE PEAK

LOAD OF EACH CUSTOMER CLASS SHALL HAVE THE OPPORTUNI TY FOR

DI RECT ACCESS.

(2) AS OF JANUARY 1, 2000, A MAXI MUM OF 66% OF THE PEAK

LOAD OF EACH CUSTOMER CLASS SHALL HAVE THE OPPORTUNI TY FOR

DI RECT ACCESS.

(3) AS OF JANUARY 1, 2001, ALL CUSTOMERS OF ELECTRIC

DI STRI BUTI ON COVPANI ES | N THI S COMVONVEALTH SHALL HAVE THE

OPPORTUNI TY FOR DI RECT ACCESS.

(4) THE COWM SSI ON SHALL ESTABLI SH REGULATI ONS

SPECI FYI NG THAT, W THI N EACH CUSTOMER CLASS, THE CUSTOVERS

THAT ARE ELI Gl BLE FOR DI RECT ACCESS PRI OR TO FULL DI RECT

ACCESS SHALL BE DETERM NED ON A FI RST- COVE- FI RST- SERVED BASI S

UNLESS OTHERW SE DETERM NED BY THE COMM SSI ON THROUGH

REGULATI ON, | N THE CONTEXT OF RESTRUCTURI NG PLANS, OR I N

OTHER APPROPRI ATE ADM NI STRATI VE PROCEEDI NGS, TO PREVENT

COVPETI Tl VE DI SADVANTAGES AMONG SI M LARLY SI TUATED CUSTOMVERS

W THIN A CUSTOMER CLASS.

(C) ADDI TI ONAL TI ME. - -

(1) THE COWM SSI ON MAY DETERM NE THAT AN ADDI TI ONAL S| X-

MONTH TRANSI TI ON PERI OD | S NECESSARY PRI OR TO THE JANUARY 1,
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1999, | MPLEMENTATI ON DATE. A DETERM NATI ON UNDER THI S
SUBSECTI ON MUST BE MADE AT LEAST 45 DAYS | N ADVANCE OF THE
SCHEDULED DATE FOR | MPLEMENTATI ON AND MUST BE BASED ON ONE OR
MORE OF THE FOLLOW NG CONSI DERATI ONS:
(1) 1 MPLEMENTATI ON WOULD MATERI ALLY AFFECT THE
RELI ABI LI TY OF THE ELECTRI C SYSTEM
(11) FEDERAL APPROVALS NECESSARY FOR THE
| MPLEMENTATI ON OF THE PROVI SI ONS OF THI'S CHAPTER HAVE NOT
BEEN GRANTED.
(I11) COVMUNI CATI ONS AND | NFORVATI ON SYSTEMS
NECESSARY FOR THE | MPLEMENTATI ON OF RETAI L ACCESS HAVE
NOT BEEN | NSTALLED FOR REASONS BEYOND THE UTILITY' S
CONTROL, AS MEASURED BY APPROPRI ATE | NDUSTRY STANDARDS.
(1V)  PENNSYLVANI A GENERATORS WOULD BE DI SADVANTAGED
DUE TO LACK OF REG ONAL RECI PROCI TY W TH RESPECT TO
DI RECT ACCESS.
(V) THE | NTERESTS OF PENNSYLVANI A CONSUMERS AND THE
COVPETI Tl VE POSI TI ON OF PENNSYLVANI A BUSI NESS AND
| NDUSTRY WOULD BE MATERI ALLY AFFECTED.
(VI) SUCH OTHER CONSI DERATI ON AS WOULD MATERI ALLY
AFFECT THE ORDERLY | MPLEMENTATI ON OF THE LEG SLATI VE
PURPOSE OF THI S CHAPTER UNDER SECTI ON 2802(12) THROUGH
(21) (RELATI NG TO DECLARATI ON OF POLI CY).
(2) CONSI STENT W TH THE CONSI DERATI ONS LI STED I N
PARAGRAPH (1), THE COVM SSI ON MAY DETERM NE THAT AN
ADDI TI ONAL Sl X- MONTH TRANSI TI ON PERI OD | S NECESSARY. THI'S
DETERM NATI ON MUST BE MADE BY THE COMM SSI ON BY MAY 15, 1999.
(D) FILING OF RESTRUCTURI NG PLANS. - - ALL ELECTRI C UTI LI TI ES

IN TH'S COMVONVEALTH SHALL SUBM T TO THE COWMM SSI ON, PURSUANT TO

30 A SCHEDULE TO BE DETERM NED BY THE COWM SSI ON | N CONSULTATI ON

19950H1509B4282 - 41 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

WTH THE ELECTRI C UTI LI TIES, BEG NNING ON APRIL 1, 1997, BUT IN
NO EVENT LATER THAN SEPTEMBER 30, 1997, A RESTRUCTURI NG PLAN TO
| MPLEMENT DI RECT ACCESS TO A COWPETI TI VE MARKET FOR THE
GENERATI ON OF ELECTRI CI TY.

(E) CONTENTS OF RESTRUCTURI NG PLANS. - - A RESTRUCTURI NG PLAN
UNDER SUBSECTI ON (D) MJST | NCLUDE, CONSI STENT W TH THE
DETERM NATI ONS OF THE COWM SSI ON, UNBUNDLED PRI CES OR RATES FOR
GENERATI ON, JURI SDI CTI ONAL TRANSM SSI ON, DI STRI BUTI ON AND OTHER
SERVI CES; A PROPOSED COVPETI TI VE TRANSI TI ON CHARCE; A PROPOSED
UNI VERSAL SERVI CE AND ENERGY CONSERVATI ON COST RECOVERY
MECHANI SM  PROCEDURES FOR ENSURI NG DI RECT ACCESS TO ALL LI CENSED
ELECTRI C GENERATI ON SUPPLI ERS; A DI SCUSSI ON OF THE | MPACTS OF
THE PROPOSED PLAN ON THE UTI LI TY' S EMPLOYEES; AND REVI SED
TARI FFS AND RATE SCHEDULES | MPLEMENTI NG THE ABOVE.

(F) COW SSI ON REVI EW - - THE COW SSI ON SHALL REVI EW THE
RESTRUCTURI NG PLAN FI LED BY EACH ELECTRI C UTI LI TY AND SHALL,
AFTER OPEN EVI DENTI ARY HEARI NGS W TH PROPER NOTI CE AND
OPPORTUNI TY FOR ALL PARTI ES TO CRCSS- EXAM NE W TNESSES, | SSUE AN
ORDER ACCEPTI NG, MODI FYI NG OR REJECTI NG SUCH PLAN AT THE
EARLI EST DATE PGOSSI BLE, BUT NO LATER THAN NI NE MONTHS FROM THE
FI LI NG OF SUCH RESTRUCTURI NG PLAN. |F THE COW SSI ON REJECTS A
RESTRUCTURI NG PLAN, | T SHALL STATE THE SPECI FI C REASONS FOR
REJECTI ON AND DI RECT THE ELECTRI C UTILITY TO FI LE AN ALTERNATI VE
PLAN ADDRESSI NG THESE OBJECTI ONS W THI N 30 DAYS OF THE ENTRY
DATE OF THE COW SSI ON CRDER REJECTI NG THE PLAN. THE COWM SS| ON
SHALL REVI EW THE ALTERNATI VE PLAN, SOLICIT COMMENTS FROM
| NTERESTED PARTI ES AND | SSUE A FI NAL ORDER W THI N 45 DAYS OF THE
FI LI NG OF THE REVI SED PLAN.

(G RETAIL ACCESS PI LOT PROGRAMS. --AS OF THE EFFECTI VE DATE
OF TH S CHAPTER, THE COWM SSI ON HAS AUTHORI TY TO ORDER ELECTRI C
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3 FOR RETAIL ACCESS PI LOT PROGRAMS BY ORDER
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(1) I N ORDER TO DETERM NE WHETHER ALL CUSTOVERS CLASSES
CAN BENEFI T FROM COWPETI TI VE MARKETS, UTILITIES SHALL TAI LOR
PROPOSED RETAI L ACCESS PI LOT PROGRAMS TO ACCOWCODATE THE
SPECI FI C GEOGRAPHI C, DEMOGRAPHI C AND SOCI CECONOM C
CHARACTERI STI CS OF THEI R CUSTOVER BASE. RETAI L ACCESS PI LOT
PROGRAMS MUST | NCLUDE AN EQUAL OPPORTUNI TY FOR THE BROADEST
PRACTI CAL DI RECT ACCESS BY ALL CUSTOVER CLASSES TO ELECTRI C
GENERATI ON SUPPLI ERS.

(2) THE M N MUM PERI CD CF TI ME FOR A RETAI L ACCESS PI LOT
PROGRAM SHALL BE ONE YEAR AND SHALL | NCLUDE AN EVALUATI ON
PROCESS AS DI RECTED BY THE COWM SSI ON.

(3) I N ORDER TO ENSURE THE SAFETY AND RELI ABI LI TY OF THE
GENERATI ON OF ELECTRICITY I N TH S COWONWEALTH, PARTI ClI PATI ON
IN THE RETAI L ACCESS PI LOT' PROGRAMS SHALL BE LIM TED TO
ELECTRI CI TY SUPPLI ERS SUBJECT TO COWM SSI ON LI CENSURE OR
CERTI FI CATI ON.

(1) EACH PARTI Cl PATI NG ELECTRI CI TY SUPPLI ER SHALL DO

ALL OF THE FOLLOW NG

(A) CERTIFY TO THE COW SSI ON THAT I T WLL PAY
AND, | N SUBSEQUENT YEARS, HAS PAI D, THE FULL AMOUNT
OF TAXES | MPOSED BY ARTICLES || AND XI OF THE ACT OF
MARCH 4, 1971 (P.L.6, NO 2), KNOMWN AS THE TAX REFORM
CODE OF 1971 AND ANY TAX | MPCSED BY THI S CHAPTER

(B) PROVIDE THE COW SSI ON W TH THE ADDRESS OF
THE PARTI CI PANT' S PRI NCI PAL OFFICE IN THI' S
COMWONVEALTH OR THE ADDRESS OF THE PARTI Cl PANT' S
REG STERED AGENT IN TH S COWONWEALTH, THE LATTER
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BEI NG THE ADDRESS AT VWH CH THE PARTI CI PANT MAY BE
SERVED PROCESS.
(© AGREE THAT IT SHALL BE SUBJECT TO ALL TAXES

| MPOSED BY THE TAX REFORM CODE OF 1971 AND ANY TAX

| MPOSED BY TH S CHAPTER

(I'l') FAILURE OF AN ELECTRICI TY SUPPLI ER TO PAY A TAX
REFERRED TO | N SUBPARAGRAPH (1) OR TO OTHERW SE COWPLY
WTH THE PROVI SIONS OF TH S PARAGRAPH SHALL BE CAUSE FOR
THE COW SSI ON TO REVOKE THE LI CENSE OF THE ELECTRI CI TY
SUPPLI ER.

(1) 1F AN ELECTRICI TY SUPPLI ER, OTHER THAN AN
ELECTRI C DI STRI BUTI ON COVPANY, DCES NOT PAY THE TAX
| MPOSED UPON GROSS RECEI PTS UNDER SECTI ON 1101 OF THE TAX
REFORM CODE OF 1971 OR TH S CHAPTER, THE ELECTRI C
DI STRI BUTI ON COVPANY TO WHOSE RETAI L CUSTOVER THE
ELECTRI CI TY SUPPLI ER PROVI DED GENERATI ON SERVI CE SHALL
REM T THE UNPAI D TAX, AS A TAX ON THE USE OF ELECTRICI TY
IN TH'S COWONVEALTH, TO THE DEPARTMENT OF REVENUE AND
MAY COLLECT OR SEEK REI MBURSEMENT OF THE TAX SO PAI D FROM
THE ELECTRI CI TY PROVI DER OR ANY OTHER APPROPRI ATE PARTY
THAT USED THE ELECTRICI TY IN TH S COMONVEALTH. THE
DEPARTMENT SHALL COLLECT AND ENFORCE THE USE TAX HEREI N
PROVI DED UNDER SECTI ON 1102 OF THE TAX REFORM CODE OF
1971. FAI LURE OF THE ELECTRI C DI STRI BUTI ON COMPANY TO PAY
THE AMOUNT W THI N 30 DAYS AFTER NOTI CE PROVI DED BY THE
DEPARTMENT SHALL CAUSE | NTEREST TO BE | MPOSED ON THE
ELECTRI C DI STRI BUTI ON COVPANY | N ACCORDANCE W TH ARTI CLE
XI OF THE TAX REFORM CCDE OF 1971. | NTEREST SHALL BE
CALCULATED FROM THE 31ST DAY AFTER THE DEPARTMENT QG VES
THE NOTI CE REQUI RED I N THI S SUBPARAGRAPH. AN ELECTRI C
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DI STRI BUTI ON COVPANY OR OTHER APPROPRI ATE PERSON MAY
CHALLENGE THE | MPCSI TI ON OF THE TAX AND | NTEREST BY
FILING A PETI TION W TH THE DEPARTMENT NOT LATER THAN 30
DAYS AFTER THE DATE ON VHI CH THE TAX BECAME DUE.

(4) THE PERCENTAGE OF UTILITY LOAD COMM TTED TO A RETAIL
ACCESS Pl LOT PROGRAM MUST BE APPROXI MATELY 5% OF UTILITY' S
PEAK LOAD FOR EACH CUSTOMER CLASS. WAI VERS OF THI S CONDI TI ON
MAY BE CONSI DERED BY THE COWVM SSI ON FOR ECONOM C DEVELOPNMENT
PURPOSES OR SPECI AL Cl RCUMBTANCES.

(H  FLEXI BLE PRI CING --1 N ADDI TION TO THE | MPLI CI T AUTHORI TY
OF THE COVM SSI ON UNDER SECTI ON 501 ( RELATI NG TO GENERAL
POWERS), THE COWM SSI ON HAS THE AUTHORI TY TO APPROVE FLEXI BLE
PRI CI NG AND FLEXI BLE RATES, | NCLUDI NG NEGOTI ATED, CONTRACT- BASED
TARI FFS DESI GNED TO MEET THE SPECI FI C NEEDS OF A UTI LI TY
CUSTOVER AND TO ADDRESS COMPETI TI VE ALTERNATI VES.

(1) PERFORVANCE BASED RATES AND ALTERNATI VE REGULATI ON. - - THE
COWM SSI ON HAS AUTHORI TY TO USE PERFORVANCE BASED RATES AS AN
ALTERNATI VE TO EXI STI NG RATE BASE/ RATE OF RETURN RATEMAKI NG
SUBJECT TO THE RESTRI CTI ONS PERTAI NI NG TO RATE CAPS | N SECTI ON
2804(4) (RELATI NG TO STANDARDS FOR RESTRUCTURI NG FOR ELECTRI C
| NDUSTRY) .

§ 2807. DUTIES OF ELECTRI C DI STRI BUTI ON COVPANI ES.

(A) GENERAL RULE. - - EACH ELECTRI C DI STRI BUTI ON COMPANY SHALL
MAI NTAI N THE | NTEGRI TY OF THE DI STRI BUTI ON SYSTEM AT LEAST I N
CONFORM TY W TH THE NATI ONAL ELECTRI C SAFETY CODE AND SUCH OTHER
STANDARDS PRACTI CED BY THE | NDUSTRY I N A MANNER SUFFI Cl ENT TO
PROVI DE SAFE AND RELI ABLE SERVI CE TO ALL CUSTOVERS CONNECTED TO
THE SYSTEM CONSI STENT WTH THI'S TI TLE AND THE COWM SSI ON' S
REGULATI ONS. | N PERFORM NG SUCH DUTI ES, THE ELECTRI C
DI STRI BUTI ON COVPANY SHALL | MPLEMENT PROCEDURES TO REQUI RE ALL
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ELECTRI C GENERATI ON SUPPLI ERS TO DELI VER ENERGY TO THE ELECTRI C
DI STRI BUTI ON COVPANY AT LOCATI ONS AND | N AMOUNTS WH CH ARE
ADEQUATE TO MEET THE ENERGY SUPPLI ER S OBLI GATIONS TO I TS
CUSTOVERS. SUBJECT TO COW SSI ON APPROVAL, THE ELECTRI C
DI STRI BUTI ON COVPANY MAY REQUI RE THAT THE CUSTOMER | NSTALL, AT
THE CUSTOMER S EXPENSE, ENHANCED METERI NG CAPABI LI TY SUFFI ClI ENT
TO MATCH THE ENERGY DELI VERED BY THE ELECTRI C GENERATI ON
SUPPLI ERS W TH CONSUMPTI ON BY THE CUSTOVER

(B) PROCEDURES FOR REVI EWBY THE COW SSI ON. - - THERE SHALL BE
A REBUTTABLE PRESUMPTI ON THAT THE ELECTRI C DI STRI BUTI ON COVPANY
HAS THE ABI LI TY TO RECElI VE ENERGY AT ALL PO NTS ON | TS SYSTEM
SUFFI CI ENT TO MEET THE NEEDS OF ALL ELECTRI C GENERATI ON
SUPPLI ERS' CUSTOVERS ON | TS SYSTEM THE ELECTRI C DI STRI BUTI ON
COVPANY SHALL NOT HAVE AN OBLI GATI ON TO | NSTALL NONSTANDARD
FACI LI TIES, EITHER AS TO TYPE OR LOCATI ON, FOR THE PURPOSE OF
RECEI VI NG ENERGY FROM THE ENERGY SUPPLI ER UNLESS THE ENERGY
SUPPLI ER OR I TS CUSTOVER PAYS THE FULL COST OF THESE FACI LI Tl ES.
NOTHI NG I N TH S CHAPTER SHALL PREVENT THE ELECTRI C DI STRI BUTI ON
COVPANY FROM UPGRADI NG | TS SYSTEM TO MEET CHANG NG CUSTOVER
REQUI REMENTS CONSI STENT W TH THE REQUI REMENTS OF SECTI ON 1501
( RELATI NG TO CHARACTER OF SERVI CE AND FACI LI TIES), AND THE
COW SSI ON MAY ESTABLI SH | NCENTI VE PROGRAMS TO ENCOURAGE SUCH
SYSTEM UPGRADES. DI SPUTES CONCERNI NG FACI LI TI ES SHALL BE SUBJECT
TO THE JURI SDI CTI ON OF THE COWM SSI ON AND MAY BE | NI TI ATED BY
THE FI LI NG OF A COVPLAI NT UNDER SECTI ON 701 ( RELATI NG TO
COVPLAI NTS) BY THE ELECTRI C GENERATI ON SUPPLI ER OR THE CUSTQOVER.

(© CUSTOVER BI LLI NG --SUBJECT TO THE RI GHT OF AN END- USE
CUSTOMVER TO CHOOSE TO RECEI VE SEPARATE BI LLS FROM | TS ELECTRI C
GENERATI ON SUPPLI ER, THE ELECTRI C DI STRI BUTI ON COVPANY MAY BE
RESPONSI BLE FOR Bl LLI NG CUSTOVERS FOR ALL ELECTRI C SERVI CES,

19950H1509B4282 - 46 -



1 CONSI STENT WTH THE REGULATI ONS OF THE COWM SSI ON, REGARDLESS OF

2 THE IDENTITY OF THE PROVI DER OF THOSE SERVI CES.

(1) CUSTOVER BILLS SHALL CONTAI N UNBUNDLED CHARGES
SUFFI CI ENT TO ENABLE THE CUSTOVER TO DETERM NE THE BASI S FOR
THOSE CHARGES.

(2) | F SERVICES ARE PROVI DED BY AN ENTI TY OTHER THAN THE
ELECTRI C DI STRI BUTI ON COVPANY, THE ENTI TY THAT PROVI DES THOSE
SERVI CES SHALL FURNI SH TO THE ELECTRI C DI STRI BUTI ON COVPANY
Bl LLI NG DATA SUFFI CI ENT TO ENABLE THE ELECTRI C DI STRI BUTI ON
COVPANY TO BI LL CUSTOVERS.

(3) THE ELECTRI C DI STRI BUTI ON COMPANY SHALL NOT BE
REQUI RED TO FORWARD PAYMENT TO ENTI TI ES PROVI DI NG SERVI CES TO
CUSTOVERS, AND ON WHOSE BEHALF THE ELECTRI C DI STRI BUTI ON
COWPANY | S BI LLI NG THOSE CUSTOVERS, BEFORE THE ELECTRI C
DI STRI BUTI ON COVPANY HAS RECEI VED PAYMENT FOR THOSE SERVI CES
FROM CUSTOMERS.

(D) CONSUMER PROTECTI ONS AND CUSTOVER SERVI CE. - - THE ELECTRI C

DI STRI BUTI ON COVPANY SHALL CONTI NUE TO PROVI DE CUSTOMER SERVI CE
FUNCTI ONS CONSI STENT W TH THE REGULATI ONS OF THE COWM SSI ON,

I NCLUDI NG METER READI NG, COVPLAI NT RESCLUTI ON AND COLLECTI ONS.
CUSTOVER SERVI CES SHALL, AT A M N MUM BE MAI NTAI NED AT THE SAME
LEVEL OF QUALITY UNDER RETAI L COWPETI TI ON.

(1) THE COW SSI ON SHALL ESTABLI SH REGULATI ONS TO ENSURE
THAT AN ELECTRI C DI STRI BUTI ON COVPANY DOES NOT CHANCE A
CUSTOMER S ELECTRICI TY SUPPLI ER W THOUT DI RECT ORAL
CONFI RVATI ON FROM THE CUSTOVER OF RECORD OR WWRI TTEN EVI DENCE
OF THE CUSTOVER S CONSENT TO A CHANGE OF SUPPLI ER.

(2) THE COW SSI ON SHALL ESTABLI SH REGULATI ONS TO
REQUI RE EACH ELECTRI C DI STRI BUTI ON COVPANY, ELECTRI CI TY
SUPPLI ER, MARKETER, AGGREGATOR AND BRCKER TO PROVI DE ADEQUATE
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1 AND ACCURATE CUSTOVER | NFORVATI ON TO ENABLE CUSTOVERS TO MAKE
2 I NFORVED CHO CES REGARDI NG THE PURCHASE OF ALL ELECTRICITY

3 SERVI CES OFFERED BY THAT PROVI DER. | NFORVATI ON SHALL BE

4 PROVI DED TO CONSUMERS | N AN UNDERSTANDABLE FORVAT THAT

5 ENABLES CONSUMERS TO COMPARE PRI CES AND SERVI CES ON A UNI FORM
6 BASI S.

7 (3) PRIOR TO THE | MPLEMENTATI ON OF ANY RESTRUCTURI NG

8 PLAN UNDER SECTI ON 2806 ( RELATI NG TO | MPLEMENTATI ON, PI LOT

9 PROGRAM AND PERFORMANCE- BASED RATES), EACH ELECTRI C

10 DI STRI BUTI ON COVPANY, | N CONJUNCTI ON W TH THE COVM SSI ON

11 SHALL | MPLEMENT A CONSUMER EDUCATI ON PROGRAM | NFORM NG

12 CUSTOMERS OF THE CHANGES IN THE ELECTRI C UTI LI TY | NDUSTRY

13 THE PROGRAM SHALL PROVI DE CONSUMERS W TH | NFORVATI ON

14 NECESSARY TO HELP THEM MAKE APPROPRI ATE CHO CES AS TO THEIR
15 ELECTRI C SERVI CE. THE EDUCATI ON PROGRAM SHALL BE SUBJECT TO
16 APPROVAL BY THE COWM SSI ON.

17 (E) OBLI GATI ON TO SERVE. - - AN ELECTRI C DI STRI BUTI ON COVPANY' S
18 OBLI GATI ON TO PROVI DE ELECTRI C SERVI CE FOLLOW NG | MPLEMENTATI ON
19 OF RESTRUCTURI NG AND THE CHO CE OF ALTERNATI VE GENERATI ON BY A
20 CUSTOMER | S REVI SED AS FOLLOWG:
21 (1) WH LE AN ELECTRI C DI STRI BUTI ON COVPANY COLLECTS
22 El THER A COVPETI TI VE TRANSI TI ON CHARCGE OR AN | NTANG BLE
23 TRANSI TI ON CHARGE OR UNTIL 100% OF | TS CUSTOVERS HAVE CHO CE,
24 VWH CHEVER | S LONCER, THE ELECTRI C DI STRI BUTI ON COVPANY SHALL
25 CONTI NUE TO HAVE THE FULL OBLI GATI ON TO SERVE, | NCLUDI NG THE
26 CONNECTI ON OF CUSTOMVERS, THE DELI VERY OF ELECTRI C ENERGY AND
27 THE PRODUCTI ON OR ACQUI SI TI ON OF ELECTRI C ENERGY FOR
28 CUSTOVERS
29 (2) AT THE END OF THE TRANSI TI ON PERI OD, THE COWM SSI ON
30 SHALL PROMULGATE REGULATI ONS TO DEFI NE THE ELECTRI C
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DI STRI BUTI ON COVPANY' S OBLI GATI ON TO CONNECT AND DELI VER AND
ACQUI RE ELECTRI CI TY UNDER PARAGRAPH (3) THAT WLL EXI ST AT
THE END OF THE PHASE-I N PERI OD.
(3) I F A CUSTOVER CONTRACTS FOR ELECTRI C ENERGY AND I T
'S NOTI DELI VERED OR | F A CUSTOMER DOES NOT CHOOSE AN
ALTERNATI VE ELECTRI C GENERATI ON SUPPLI ER, THE ELECTRI C
DI STRI BUTI ON COVPANY OR COWM SSI ON- APPROVED ALTERNATI VE
SUPPLI ER SHALL ACQUI RE ELECTRI C ENERGY AT PREVAI LI NG MARKET
PRI CES TO SERVE THAT CUSTOVER AND SHALL RECOVER FULLY ALL
REASONABLE COSTS.
(4) | F A CUSTOVER THAT CHOOSES AN ALTERNATI VE SUPPLI ER
AND SUBSEQUENTLY DESI RES TO RETURN TO THE LOCAL DI STRI BUTI ON
COVPANY FOR GENERATI ON SERVI CE, THE LOCAL DI STRI BUTI ON
COVPANY SHALL TREAT THAT CUSTOVER EXACTLY AS I T WOULD ANY NEW
APPLI CANT FOR ENERGY SERVI CE.
§ 2808. COWPETI TI VE TRANSI TI ON CHARGE.
(A) CENERAL RULE.--TO PROVI DE EACH ELECTRI C UTILITY WTH AN
OPPORTUNI TY TO RECOVER | TS TRANSI TI ON OR STRANDED COSTS
FOLLOW NG THE COW SSI ON' S DETERM NATI ON UNDER SUBSECTI ON (O,
EVERY CUSTOVER ACCESSI NG THE TRANSM SSI ON OR DI STRI BUTI ON
NETWORK SHALL PAY A COVPETI TI VE TRANSI TI ON CHARCGE TO THE
ELECTRI C DI STRI BUTI ON COVPANY | N WHOSE CERTI FI CATED TERRI TORY
THAT CUSTOMVER | S LOCATED. THE COSTS TO BE RECOVERED SHALL BE
ALLCCATED TO CUSTOMVER CLASSES IN A MANNER THAT DOES NOT SHI FT
| NTER- CLASS OR | NTRA- CLASS COSTS AND MAI NTAI'NS CONSI STENCY W TH
THE ALLOCATI ON METHODOLOGY FOR UTI LI TY PRODUCTI ON PLANT ACCEPTED
BY THE COW SSI ON | N THE ELECTRI C UTI LI TY' S MOST RECENT BASE
RATE PROCEEDI NG | F A CUSTOVER | NSTALLS ON- SI TE GENERATI ON VWHI CH
OPERATES | N PARALLEL W TH OTHER GENERATI ON ON THE PUBLI C
UTILITY'S SYSTEM AND VH CH SI GNI FI CANTLY REDUCES THE CUSTOMER S
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PURCHASES OF ELECTRI CI TY THROUGH THE TRANSM SSI ON AND

DI STRI BUTI ON NETWORK, THE CUSTOVER S FULLY ALLOCATED SHARE OF
TRANSI TI ON OR STRANDED COSTS SHALL BE RECOVERED FROM THE
CUSTOVER THROUGH A COVPETI TI VE TRANSI TI ON CHARCE. THE RECOVERY
OF TRANSI TI ON OR STRANDED COSTS ASSCCI ATED W TH EXI STI NG
GENERATI NG FACI LI TIES |'S CONTI NGENT ON CONTI NUED OPERATI ON AT
REASONABLE AVAI LABI LI TY LEVELS OF THE GENERATI ON FACI LI TI ES FOR
VWH CH RECOVERY HAS BEEN APPROVED, EXCEPT WHEN THE GENERATI ON
FACILITY I'S UNECONOM C ON A PRODUCTI ON COST BASI S BECAUSE OF THE
TRANSI TI ON TO A COVPETI Tl VE MARKET.

(B) PERI OD FOR COLLECTI NG COVPETI TI VE TRANSI TI ON CHARGE. - -
THE COVPETI TI VE TRANSI TI ON CHARCGE SHALL BE | NCLUDED ON BI LLS TO
CUSTOVERS FOR A PERI GD NOT TO EXCEED NI NE YEARS FROM THE
EFFECTI VE DATE OF TH S CHAPTER UNLESS AN ALTERNATI VE PAYMENT
METHODOLOGY | S MUTUALLY AGREED UPON BY THE CUSTOMVER AND THE
UTILITY OR UNLESS THE COW SSION, IN I TS DI SCRETI ON AND FOR GOOD
CAUSE SHOMN, CORDERS AN ALTERNATI VE PAYMENT PERI OD. I N
ESTABLI SH NG THE LENGTH OF THE PERI GD FOR COLLECTI ON OF THE
COWPETI Tl VE TRANSI TI ON CHARGE, THE COW SSI ON SHALL CONSI DER THE
EFFECT ON THE ABILITY OF THE COWONWEALTH TO COWPETE I N
ATTRACTI NG | NDUSTRY AND JOBS, ON THE FI NANCI AL HEALTH OF
ELECTRI C UTI LI TIES AND OTHER RELEVANT FACTORS.

(C©) DETERM NATI ON OF COWPETI Tl VE TRANSI TI ON CHARGE. - - I N
DETERM NI NG THE LEVEL OF TRANSI TI ON OR STRANDED COSTS THAT AN
ELECTRI C UTI LI TY MAY RECOVER THROUGH THE COMPETI Tl VE TRANSI Tl ON
CHARCE, THE COWM SSI ON SHALL APPLY THE FOLLOW NG PRI NCI PLES:

(1) THE COW SSI ON SHALL ALLOW RECOVERY OF REGULATORY

ASSETS AND OTHER DEFERRED CHARGES TYPI CALLY RECOVERABLE UNDER

CURRENT REGULATCORY PRACTI CE, THE UNFUNDED PORTI ON OF THE

UTILITY' S PROIECTED NUCLEAR GENERATI NG PLANT DECOWM SSI ONI NG
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COSTS AND COST OBLI GATI ONS UNDER CONTRACTS W TH NONUTI LI TY
GENERATI NG PRAQJIECTS THAT HAVE RECEI VED A COW SSI ON ORDER.
NOTHI NG I N TH S CHAPTER SHALL BE CONSTRUED AS REQUI RI NG AN
ELECTRI C UTILITY OR A NONUTI LI TY GENERATI NG PRQJECT TO ENTER
| NTO AN ARRANGEMENT TO BUYDOWN, BUYOQUT AND TERM NATE OR
OTHERW SE RESTRUCTURE A CONTRACT OR AS AUTHORI ZI NG THE

COW SSI ON TO REQUIRE A UTILITY TO PURSUE SUCH AN ARRANGEMENT
W TH A NONUTI LI TY GENERATI NG PROJECT.

(2) THE COW SSI ON SHALL ALLOW RECOVERY OF AN ELECTRIC
UTI LI TY' S PRUDENTLY | NCURRED COSTS RELATED TO CANCELLATI ON,
BUYQUT, BUYDOWN OR RENEGOTI ATI ON OF NONUTI LI TY CGENERATI NG
PRQIECTS CONSI STENT W TH SECTI ON 527 ( RELATI NG TO
COGENERATI ON RULES AND REGULATI ONS) .

(3) THE COW SSI ON SHALL DETERM NE THE LEVEL OF OTHER
GENERATI ON- RELATED TRANSI TI ON OR STRANDED COSTS THAT MAY BE
RECOVERED THROUGH THE COVPETI Tl VE TRANSI TI ON CHARGE.

(4) THE COW SSI ON SHALL CONSI DER THE EXTENT TO WHI CH
THE ELECTRI C UTI LI TY HAS UNDERTAKEN EFFORTS TO M Tl GATE
GENERATI ON- RELATED TRANSI TI ON OR STRANDED COSTS BY
APPROPRI ATE MEANS | N A MANNER THAT IS REASONABLE UNDER ALL OF
THE Cl RCUMSTANCES, | NCLUDI NG CONSI DERATI ON OF WHETHER
M Tl GATI ON HAS BEEN COVMENSURATE W TH THE MAGNI TUDE OF THE
ELECTRI C UTI LI TY' S GENERATI ON- RELATED TRANSI TI ON OR STRANDED
COSTS. DURI NG THE TRANSI TI ON PERI OD, ELECTRI C UTI LI TI ES SHALL
HAVE THE DUTY TO M TI GATE GENERATI ON RELATED TRANSI TI ON OR
STRANDED COSTS TO THE EXTENT PRACTI CABLE. EFFORTS MAY | NCLUDE
THE FOLLOW NG

(1) ACCELERATI ON OF DEPRECI ATI ON AND AMCRTI ZATI ON OF

EXI STI NG RATE BASE GENERATI ON ASSETS.

(1) MN M ZATI ON OF NEW CAPI TAL SPENDI NG FOR
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EXI STI NG RATE BASE GENERATI ON ASSETS.
(111) REALLOCATI ON OF DEPRECI ATI ON RESERVES TO

EXI STI NG RATE BASE GENERATI ON ASSETS.

(1V) REDUCTI ON OF BOOK ASSETS BY APPLI CATI ON OF NEW

PROCEEDS OF ANY SALE OF | DLE OR UNDER- UTI LI ZED EXI STI NG

RATE BASE GENERATI ON ASSETS.

(V) MAXI M ZATI ON OF MARKET REVENUES FROM EXI STI NG

RATE BASE GENERATI ON ASSETS.

(VI) 1SSUANCE OF SECURI TI ZED DEBT PURSUANT TO THE

PROVI S| ONS OF SECTI ON 2812 ( RELATI NG TO APPROVAL OF

TRANSI TI ON BONDS) .

(5) OF EQUAL | MPORTANCE TO THE M Tl GATI ON EFFORTS UNDER
PARAGRAPH (4) (1) THROUGH (VI), THE COWM SSI ON SHALL CONSI DER
EFFORTS UNDERTAKEN OVER TI ME, PRI OR TO THE ENACTMENT OF THI S
CHAPTER, TO REDUCE OR MODERATE CUSTOVER RATE LEVELS WA LE
MAI NTAI Nl NG SAFE AND EFFI Cl ENT OPERATI ONS.

(D) COVM SSI ON REVI EW - -AS A COVPONENT OF | TS RESTRUCTURI NG
PLAN, EACH ELECTRI C UTI LI TY SHALL FILE W TH THE COVM SSI ON A
RECOVERY PLAN, | NCLUDI NG A PROPCSED COMPETI Tl VE TRANSI TI ON
CHARGE AND SUPPORTI NG DOCUMENTATI ON. | N EVALUATI NG A RECOVERY
PLAN AND ANY PROPOSED COMPETI Tl VE TRANSI TI ON CHARGE, THE
COWM SSI ON SHALL SCHEDULE OPEN EVI DENTI ARY HEARI NGS W TH PROPER
NOTI CE AND OPPORTUNI TY FOR ALL PARTI ES TO CROSS- EXAM NE
W TNESSES AS NECESSARY.

(E) USE OF TRANSI TI ON BONDS. - - AFTER THE EFFECTI VE DATE OF
THI'S CHAPTER, A UTILITY MAY APPLY TO THE COMM SSI ON FOR A
QUALI FI ED RATE ORDER, UNDER SECTI ON 2812, FOR SOVE OR ALL OF ITS
TRANSI TI ON OR STRANDED COSTS.

(1) 1N EVALUATING A UTI LI TY APPLI CATI ON UNDER THI S
SUBSECTI ON, THE COWM SSI ON SHALL SCHEDULE HEARI NGS, AS
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NECESSARY.

(2) | F THE COMM SSI ON | SSUES A QUALI FI ED RATE ORDER
UNDER SECTI ON 2812 AND | F THE TRANSI TI ON BONDS APPROVED BY
THAT ORDER ARE SUCCESSFULLY | SSUED, THEN:

(1) THE UTILITY SHALL | MPOSE AND COLLECT, THROUGH
I TS CUSTOVER BI LLS, THE | NTANG BLE TRANSI TI ON CHARGES
APPROVED BY THAT QUALI FI ED RATE ORDER; AND

(1) SIMIULTANEQUSLY, EITHER THE UTILITY' S RATES FOR

© o0 N oo o A~ wWw N P

ELECTRI C SERVI CE OR THE UTI LI TY' S COWPETI TI VE TRANSI TI ON

=Y
o

CHARCES SHALL BE REDUCED BY AN AMOUNT EQUAL TO THE

=
=

REVENUE REQUI REMENT OF THE TRANSI TI ON OR STRANDED COSTS

=
N

FOR WHI CH TRANSI TI ON BONDS HAVE BEEN SUCCESSFULLY | SSUED.

=
w

(F) ANNUAL REVENUE. - - CONSI STENT W TH SECTI ON 1307( E)

H
o

( RELATI NG TO SLI DI NG SCALE OF RATES; ADJUSTMENTS), THE

=Y
(63}

COW SSI ON SHALL ESTABLI SH PROCEDURES FOR THE ANNUAL REVI EW OF

=Y
(e}

THE COWVPETI TI VE TRANSI TI ON CHARCGE. THE REVI EW SHALL RECONCI LE

=
\l

THE ANNUAL REVENUES RECEI VED FROM THE CHARGE W TH THE ANNUAL

=Y
oo

AMORTI ZATI ON OF TRANSI TI ON CR STRANDED COSTS APPROVED BY THE

=
O

COW SSI ON UNDER THI'S SECTI ON. THE COWM SSI ON SHALL ADJUST THE

N
o

COWPETI Tl VE TRANSI TI ON CHARGE BASED UPON UNDERRECOVERY OR

N
=

OVERRECOVERY OF THE ANNUAL AMORTI ZATI ON AMOUNT.

N
N

§ 2809. REQUI REMENTS FOR ELECTRI C GENERATI ON SUPPLI ERS.

N
w

(A) LI CENSE REQUI REMENT. - - NO PERSON CR CORPORATI ON,

N
~

I NCLUDI NG MUNI CI PAL CORPORATI ONS WHI CH CHOOSE TO PROVI DE SERVI CE

N
(63}

QUTSI DE THEIR MUNI Cl PAL LIM TS EXCEPT TO THE EXTENT PROVI DED

N
(e}

PRI OR TO THE EFFECTI VE DATE OF TH S CHAPTER, BROKERS AND

N
~

MARKETERS, AGGREGATORS AND OTHER ENTI TI ES, SHALL ENGAGE | N THE

N
oo

BUSI NESS OF AN ELECTRI C GENERATI ON SUPPLI ER IN TH S COMMONVEALTH

N
(o]

UNLESS THE PERSON OR CORPORATI ON HOLDS A LI CENSE | SSUED BY THE
30 COWM SSI ON. CONSI STENT WTH 15 PA.C.S. CH. 74 (RELATING TO
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GENERATI ON CHO CE FOR CUSTOMVERS OF ELECTRI C COCOPERATI VES) ,
ELECTRI C COOPERATI VE CORPCORATI ONS MUST POSSESS A CERTI FI CATE FOR
SERVI CE TO SUPPLY GENERATI ON SERVI CES BEYOND THEI R TERRI TORI AL
LIMTS.

(B) LI CENSE APPLI CATI ON AND | SSUANCE. - - AN APPLI CATI ON FCR AN
ELECTRI C GENERATI ON SUPPLI ER LI CENSE MJUST BE MADE TO THE
COMWM SSION I N WRI TING BE VERI FI ED BY OATH OR AFFI RVATI ON AND BE
N SUCH FORM AND CONTAI'N SUCH | NFORVATI ON AS THE COWM SSI ON MAY,
BY | TS REGULATI ONS, REQUIRE. A LI CENSE SHALL BE | SSUED TO ANY
QUALI FI ED APPLI CANT, AUTHORI ZI NG THE WVHOLE OR ANY PART OF THE
SERVI CE COVERED BY THE APPLI CATION, IF IT IS FOUND THAT THE
APPLI CANT IS FIT, WLLING AND ABLE TO PERFORM PROPERLY THE
SERVI CE PROPOSED AND TO CONFORM TO THE PROVI SIONS OF THI'S TI TLE
AND THE LAWFUL ORDERS AND REGULATI ONS OF THE COWM SSI ON UNDER
TH'S TI'TLE, | NCLUDI NG THE COW SSI ON' S REGULATI ONS REGARDI NG
STANDARDS AND BI LLI NG PRACTI CES, AND THAT THE PROPOSED SERVI CE,
TO THE EXTENT AUTHCORI ZED BY THE LI CENSE, W LL BE CONS|I STENT W TH
THE PUBLI C | NTEREST AND THE PCOLI CY DECLARED I N TH S CHAPTER,
OTHERW SE, SUCH APPLI CATI ON SHALL BE DENI ED.

(© FINANCI AL RESPONSI BI LI TY. - -

(1) I N ORDER TO ENSURE THE SAFETY AND RELI ABI LI TY OF THE
GENERATI ON OF ELECTRICITY I N THI S COMWONVEALTH, NO ENERGY
SUPPLI ER LI CENSE SHALL BE | SSUED OR RENMAI N | N FORCE UNLESS
THE HOLDER COWVPLI ES WTH ALL OF THE FOLLOW NG

(1) FURNI SHES A BOND OR OTHER SECURI TY APPROVED BY

THE COW SSI ON, | N FORM AND AMOUNT TO ENSURE THE

FI NANCI AL RESPONSI Bl LI TY OF THE ELECTRI C GENERATI ON

SUPPLI ER AND THE SUPPLY OF ELECTRICI TY AT RETAIL IN

ACCORDANCE W TH CONTRACTS, AGREEMENTS OR ARRANGEMENTS.

(I'l') CERTIFIES TO THE COW SSI ON THAT I T WLL PAY
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AND, | N SUBSEQUENT YEARS, HAS PAI D, THE FULL AMOUNT OF

TAXES | MPCSED BY ARTICLES |1 AND XI OF THE ACT OF MARCH

4, 1971 (P.L.6, NO 2), KNOMWN AS THE TAX REFORM CODE OF

1971 AND ANY TAX | MPOSED BY THI S CHAPTER.

(1'r1)y PROVIDES THE COW SSI ON W TH THE ADDRESS OF

THE PARTI CI PANT' S PRI NCI PAL OFFICE I N THI S COMVONVEALTH

OR THE ADDRESS OF THE PARTI Cl PANT' S REG STERED AGENT I N

TH S COWONVWEALTH, THE LATTER BEI NG THE ADDRESS AT VWH CH

THE PARTI CI PANT MAY BE SERVED PROCESS.

(1'V)  AGREES THAT I T SHALL BE SUBJECT TO ALL TAXES

| MPOSED BY THE TAX REFORM CODE OF 1971 AND ANY TAX

| MPOCSED BY TH S CHAPTER
FAI LURE OF AN ELECTRICI TY SUPPLI ER TO PAY A TAX REFERRED TO
IN TH S PARAGRAPH OR TO OTHERW SE COVPLY W TH THE PROVI SI ONS
OF TH S PARAGRAPH SHALL BE CAUSE FOR THE COW SSI ON TO REVOKE
THE LI CENSE OF THE ELECTRI CI TY SUPPLI ER.

(2) | F AN ELECTRI CI TY SUPPLI ER, OTHER THAN AN ELECTRI C
DI STRI BUTI ON COVPANY, DCES NOT PAY THE TAX | MPOSED UPON GROSS
RECEI PTS UNDER SECTI ON 1101 OF THE TAX REFORM CCDE OF 1971 OR
TH S CHAPTER, THE ELECTRI C DI STRI BUTI ON COVMPANY TO VWHOSE
RETAI L CUSTOMER THE ELECTRI CI TY SUPPLI ER PROVI DED GENERATI ON
SERVI CE SHALL REM T THE UNPAI D TAX, AS A TAX ON THE USE OF
ELECTRICITY IN TH S COWONWEALTH, TO THE DEPARTMENT OF
REVENUE AND MAY COLLECT OR SEEK RElI MBURSEMENT OF THE TAX SO
PAI D FROM THE ELECTRI CI TY PROVI DER OR ANY OTHER APPROPRI ATE
PARTY THAT USED THE ELECTRICITY IN TH S COWONWEALTH. THE
DEPARTMENT SHALL COLLECT AND ENFORCE THE USE TAX HEREI N
PROVI DED UNDER SECTI ON 1102 OF THE TAX REFORM CCDE OF 1971.
FAI LURE OF THE ELECTRI C DI STRI BUTI ON COVPANY TO PAY THE
AMOUNT W THI N 30 DAYS AFTER NOTI CE PROVI DED BY THE DEPARTMENT
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SHALL CAUSE | NTEREST TO BE | MPOSED ON THE ELECTRI C

DI STRI BUTI ON COVPANY | N ACCORDANCE W TH ARTI CLE XI OF THE TAX

REFORM CODE OF 1971. | NTEREST SHALL BE CALCULATED FROM THE

31ST DAY AFTER THE DEPARTMENT G VES THE NOTI CE REQUI RED I N

TH S PARAGRAPH. AN ELECTRI C DI STRI BUTI ON COVPANY OR OTHER

APPROPRI ATE PERSON MAY CHALLENGE THE | MPCSI TI ON OF THE TAX

AND | NTEREST BY FI LI NG A PETI TI ON W TH THE DEPARTMENT NOT

LATER THAN 30 DAYS AFTER THE DATE ON VWH CH THE TAX BECAME

DUE.

(D) TRANSFERABI LI TY OF LI CENSES. - - NO LI CENSE | SSUED UNDER
TH S CHAPTER MAY BE TRANSFERRED W THOUT PRI OR COWM SS| ON
APPROVAL.

(E) FORM OF REGULATI ON OF ELECTRI C GENERATI ON SUPPLI ERS. - -
THE COW SSI ON MAY FORBEAR FROM APPLYI NG REQUI REMENTS OF THI' S
PART VWH CH | T DETERM NES ARE UNNECESSARY DUE TO COWVPETI Tl ON
AMONG ELECTRI C GENERATI ON SUPPLI ERS. | N REGULATI NG THE SERVI CE
OF ELECTRI C GENERATI ON SUPPLI ERS, THE COWM SSI ON SHALL | MPOSE
REQUI REMENTS NECESSARY TO ENSURE THAT THE PRESENT QUALITY OF
SERVI CE PROVI DED BY ELECTRI C UTI LI TI ES DOES NOT DETERI ORATE,

I NCLUDI NG ASSURI NG THAT ADEQUATE RESERVE MARG NS COF ELECTRI C
SUPPLY ARE MAI NTAI NED AND ASSURI NG THAT 56 PA. CCODE CH. 56

( RELATI NG TO STANDARDS AND BI LLI NG PRACTI CES FOR RESI DENTI AL
SERVI CE), ARE MAI NTAI NED.

(F) AVAILABILITY OF THE SERVI CES OF BROKERS AND MARKETERS COR
AGGREGATORS. - - PRI OR TO APPROVI NG THE LI CENSURE OF ANY BROKER AND
MARKETER OR AGCREGATOR, THE COMM SSI ON SHALL SET FORTH STANDARDS
TO ENSURE THAT ALL RETAIL CUSTOMER CLASSES MAY CHOOSE TO
PURCHASE ELECTRI CI TY THROUGH A BROKER AND MARKETER OR
AGGREGATOR. THE COWM SSI ON SHALL ALSO ENSURE THAT BROKERS,
MARKETERS AND AGGREGATORS COWPLY W TH 52 PA. CODE CH. 56.

19950H1509B4282 - 56 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

§ 2810. REVENUE NEUTRAL RECONCI LI ATI ON.

(A) GENERAL | NTENT OF REVENUE NEUTRAL RECONCILIATION.--1T IS
THE | NTENTI ON OF THE GENERAL ASSEMBLY THAT THE RESTRUCTURI NG OF
THE ELECTRI C | NDUSTRY BE ACCOMPLI SHED I N A MANNER THAT ALLOAS
PENNSYLVANI A TO ENJOY THE BENEFI TS OF COMPETI TI ON, PROMOTES THE
COVPETI Tl VENESS OF PENNSYLVANI A' S ELECTRI C UTI LI TI ES AND
MAI NTAI NS REVENUE NEUTRALI TY TO THE COMWWONWEALTH. THI'S SECTI ON
|'S NOT | NTENDED TO CAUSE A SHI FT | N PROPORTI ONAL TAX OBLI GATI ONS
AMONG CUSTOVER CLASSES OR | NDI VI DUAL ELECTRI C DI STRI BUTI ON
COWPANIES. I T I'S THE | NTENTI ON OF THE GENERAL ASSEMBLY TO
ESTABLI SH THI S REVENUE REPLACEMENT AT A LEVEL NECESSARY TO
RECOUP LOSSES THAT MAY RESULT FROM THE RESTRUCTURI NG OF THE
ELECTRI C | NDUSTRY AND THE TRANSI TI ON THERETO.

(B) 1 MPOSI TION. - -

(1) FOR TAX PERI ODS BEG NNI NG ON OR AFTER JANUARY 1,

1999, A TAX AT THE RATE PROVI DED | N SUBSECTION (C) IS | MPOSED

UPON THE GROSS RECEI PTS OF ELECTRI C DI STRI BUTI ON COMPANI ES

AND ELECTRI C GENERATI ON SUPPLI ERS.

(2) A TAX AT THE RATE PROVI DED I N SUBSECTION (C) IS

| MPOSED UPON THE GROSS RECEI PTS OF ANY MUNI Cl PALI TY OANED OR

OPERATED PUBLI C UTILITY OR OF ANY PUBLI C UTI LI TY SERVI CE

FURNI SHED BY ANY MUNI Cl PALI TY. GROSS RECEl PTS SHALL BE EXEMPT

FROM THE TAX TO THE EXTENT THAT GROSS RECEl PTS ARE DERI VED

FROM SALES OF ELECTRI C ENERGY I NSIDE THE LIM TS OF THE

MUNI Cl PALI TY OANI NG OR OPERATI NG THE PUBLI C UTI LI TY OR

FURNI SHI NG THE PUBLI C UTI LI TY SERVI CE.

(3) A TAX AT THE RATE PROVI DED I N SUBSECTION (C) 1S

| MPOSED UPON THE GROSS RECEI PTS DERI VED FROM ANY ELECTRI C

COOPERATI VE OANED OR OPERATED PUBLI C UTI LI TY OR FROM ANY

PUBLI C UTI LI TY SERVI CE FURNI SHED BY ANY ELECTRI C COOPERATI VE.
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GROSS RECEI PTS SHALL BE EXEMPT FROM THE TAX TO THE EXTENT
THAT GROSS RECEI PTS ARE DERI VED FROM SALES FOR RESALE OR
SALES OF ELECTRI C ENERGY WTHIN THE LIM TS OF | TS SERVI CE
TERRI TORY AS SET FORTH IN 15 PA.C.S. § 7406 (RELATING TO
COVPETI TI ON BY ELECTRI C COOPERATI VES) .

(C) RATE.--

(1) BY DECEMBER 1, 1998, AND EACH OCTOBER 1 THEREAFTER
UNTI L AND | NCLUDI NG OCTOBER 1, 2002, THE SECRETARY OF REVENUE
SHALL PUBLI SH THE RATE OF TAX AS PROVI DED | N PARAGRAPH (2) IN
THE FORM OF A NOTI CE | N THE PENNSYLVANI A BULLETI N AND THE
RATE SHALL APPLY TO THE TAX | MPOSED BY SUBSECTI ON (B) FOR THE
PERI OD BEG NNI NG THE NEXT JANUARY 1. THE TAX RATE PUBLI SHED
ON OCTOBER 1, 2002, SHALL CONTI NUE | N FORCE W THOUT FURTHER
ADJUSTMENT. | F THE COWM SSI ON DETERM NES UNDER SECTI ON
2806(C) (RELATI NG TO | MPLEMENTATI ON, Pl LOT PROGRAMS AND
PERFORMVANCE- BASED RATES) TO EXTEND THE TRANSI TI ON PERI OD BY
MORE THAN SI X MONTHS, THE REQUI REMENT FOR AN ANNUAL
ADJUSTMENT OF THE TAX RATE SHALL BE EXTENDED BY ONE
ADDI TI ONAL YEAR THE SECRETARY SHALL ALSO CERTI FY THE RATE
CALCULATED TO THE MAJORI TY AND M NORI TY CHAI RS OF THE
APPROPRI ATI ONS COMM TTEE OF THE SENATE AND THE APPROPRI ATl ONS
COW TTEE OF THE HOUSE OF REPRESENTATI VES AND DETAIL THE
CALCULATI ONS OF THE RATE.

(2) THE SECRETARY SHALL CALCULATE THE RATE FOR THE
PERI ODS BEG NNI NG ON AND AFTER JANUARY 1, 1999, | N THE MANNER
SET FORTH I N THI S PARAGRAPH:

(1) MILTIPLY THE 1995-1996 FI SCAL TAX REVENUE BASE

BY A FRACTI ON, THE NUMERATOR OF WHI CH |'S THE TOTAL

KI LOWATT HOURS OF ELECTRI CI TY DI STRI BUTED FOR ULTI MATE

CONSUMPTI ON | N PENNSYLVANI A | N THE PRECEDI NG CALENDAR
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YEAR AS CERTI FI ED BY THE COMM SSI ON AND THE DENOM NATOR
OF WHICH IS THE TOTAL KI LOMTT HOURS OF ELECTRICI TY
DI STRI BUTED FOR ULTI MATE CONSUMPTI ON I N PENNSYLVANI A | N
THE CALENDAR YEAR 1995 AS CERTI FI ED BY THE COWM SSI ON.
(1'l') FROM THE PRODUCT DERI VED UNDER SUBPARAGRAPH
(1), SUBTRACT THE TOTAL CASH PAYMENTS MADE TO THE
DEPARTMENT DURI NG THE COMWONWEALTH S PRECEDI NG FI SCAL
YEAR ON ACCOUNT OF AFFECTED TAXES ACTUALLY PAI D BY EACH
ELECTRI C DI STRI BUTI ON COVPANY AND ELECTRI C GENERATI ON
SUPPLI ER AND BY ANY OTHER ENTI TY, | NCLUDI NG A SUCCESSOR,
WHOSE AFFECTED TAXES ARE CONTAI NED IN THE 1995- 1996
FI SCAL TAX REVENUE BASE.
(1'r1)y DI VIDE THE DI FFERENCE DERI VED UNDER
SUBPARAGRAPH (1) BY THE TOTAL GROSS RECEI PTS IN THE
PRECEDI NG CALENDAR YEAR AS CERTI FI ED BY THE COWM SSI ON TO
DETERM NE THE TAX RATE. THE TAX RATE UNDER THI S
SUBPARAGRAPH SHALL BE A DECI MAL ROUNDED TO THREE PLACES.
(3) ON AUGUST 1, 2000, AUGUST 1, 2001, AND AUGUST 1,
2002, THE DEPARTMENT SHALL DELI VER A REPORT TO THE GENERAL
ASSEMBLY AND THE GOVERNOR THAT SHALL DESCRI BE THE DYNAM C
ECONOM C EFFECT UPON THE AFFECTED TAXES DUE TO ELECTRIC
UTILITY RESTRUCTURING I T IS THE PURPOCSE OF TH S REPORT TO
PROVI DE THE CGENERAL ASSEMBLY AND THE GOVERNCR W TH
I NFORVATI ON TO DETERM NE WVHETHER | T | S APPROPRI ATE TO
CONSI DER MODI FYI NG THE CALCULATI ON DESCRI BED | N PARAGRAPH ( 2)
TO REFLECT ADDI TI ONAL TAX REVENUES, |F ANY, RESULTI NG FROM
THE DYNAM C ECONOM C EFFECTS UPON THE AFFECTED TAXES.

(4) | F THE EFFECTI VE RATE FOR ANY AFFECTED TAX IS
DI FFERENT FROM THE EFFECTI VE RATE FOR SUCH AFFECTED TAX I N
THE 1995-1996 FI SCAL TAX REVENUE BASE, AN ADJUSTMENT SHALL BE
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MADE TO THE COVPUTATI ON OF THE RATE OF TAX UNDER PARAGRAPH
(2) BY MULTI PLYI NG THAT PORTI ON OF THE 1995- 1996 FI SCAL TAX
REVENUE BASE ATTRI BUTABLE TO THE AFFECTED TAX BY A FRACTI ON,
THE NUMERATOR OF WHICH | S THE EFFECTI VE RATE OF THE AFFECTED
TAX FOR THE PRECEDI NG FI SCAL YEAR AND THE DENOM NATOR OF
WH CH IS THE EFFECTI VE RATE OF TAX OF THE AFFECTED TAX I N THE
BASE FI SCAL YEAR

(5) FOR NEGATI VE RATES:

(1) I F THE RATE OF TAX CALCULATED FOR A TAX YEAR
PRIOR TO THE TAX YEAR BEG NNI NG JANUARY 1, 2004, OR
JANUARY 1, 2005, IN THE EVENT OF AN EXTENSI ON BY MORE
THAN SI X MONTHS BY THE COMM SSI ON AS PROVI DED | N SECTI ON
2806(C) IS NEGATIVE, A CREDIT EQUAL TO THE NEGATI VE TAX
RATE FOR SUCH TAX YEAR MJLTI PLI ED BY THE TAXABLE GROSS
RECEI PTS FOR THAT TAX YEAR SHALL BE ALLOWED AGAI NST THE
TAXPAYER S LI ABI LI TY FOR ANY TAX FOR THAT TAX YEAR
| MPOSED UNDER ARTI CLE XI OF THE ACT OF MARCH 4, 1971
(P.L.6, NO 2), KNOWN AS THE TAX REFORM CCDE OF 1971.

(1) IF THE RATE OF TAX CALCULATED AS THE FI NAL
ADJUSTMENT |'S NEGATI VE FOR THE TAX PERI GD BEGQ NNI NG
JANUARY 1, 2003, OR JANUARY 1, 2004, |IN THE EVENT OF AN
EXTENSI ON BY MORE THAN SI X MONTHS BY THE COWM SSI ON AS
PROVI DED | N SECTI ON 2806(C), THE RATE OF TAX | MPCSED BY
SECTI ON 1101(B) OF ARTICLE XI OF THE TAX REFORM CODE OF
1971 FOR THE TAX YEARS BEG NNI NG JANUARY 1, 2004, AND
THEREAFTER, OR JANUARY 1, 2005, AND THEREAFTER I N THE
EVENT OF AN EXTENSI ON BY MORE THAN SI X MONTHS, SHALL BE
ADJUSTED AND SET AS FOLLOWS: THE TAX RATE EXPRESSED AS A
DECI MAL ROUNDED TO THREE POSI TI ONS SHALL BE SUBTRACTED
FROM . 044 OR THE CURRENT RATE | MPOSED UNDER SECTI ON
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1 1101(B) OF THE TAX REFORM CODE OF 1971 TO DETERM NE THE

2 ADJUSTED TAX RATE. THE ADJUSTED TAX RATE SHALL BE

3 PUBLI SHED | N THE PENNSYLVANI A BULLETI N

4 (6) | NFORVATI ON TO BE PROVI DED TO THE DEPARTMENT OR THE

5 COW SSI ON SHALL BE AS FOLLOWG:

6 (1) TO ENSURE THE | DENTI FI CATI ON OF CASH PAYMENTS

7 FOR PURPOSES OF SUBSECTI ON (D) THE COVM SSI ON SHALL

8 REQUI RE ANY LI CENSEE, ELECTRI C DI STRI BUTI ON COVPANY,

9 ELECTRI C GENERATI ON SUPPLI ER, OR OTHER PERSON AFFECTED TO
10 DI SCLOSE ON | TS LI CENSE APPLI CATI ON, RENEWAL OR TRANSFER
11 I TS STATE TAX ACCOUNT OR SI'M LAR NUMBER RELATI VE TO ANY
12 OF THE TAXES SPECI FI ED
13 (1) THE COW SSI ON SHALL REPORT AND CERTI FY TO THE
14 SECRETARY OF THE DEPARTMENT BY AUGUST 1, 1998, AND EACH
15 AUGUST 1 THEREAFTER THE TOTAL AMOUNT OF ELECTRICITY
16 DI STRI BUTED FOR ULTI MATE CONSUMPTION IN TH S COMMONVEALTH
17 DURI NG THE PREVI QUS TWO CALENDAR YEARS AND THE TOTAL
18 GRCSS RECEI PTS FOR THE PAST YEAR
19 (I'rr) AS A CONDI TI ON OF LI CENSURE, THE COWVM SSI ON
20 SHALL REQUI RE EACH ELECTRI C DI STRI BUTI ON COVPANY AND
21 ELECTRI C GENERATI ON SUPPLI ER TO REPORT THEI R ANNUAL GROSS
22 RECEI PTS IN TH' S COMVONVEALTH
23 (1'V)  FOR PURPOSES OF ENFORCI NG SECTI ONS 2806 AND
24 2809 (RELATI NG TO REQUI REMENTS FOR ELECTRI C GENERATI ON
25 SUPPLI ERS), AS THEY RELATE TO THE PAYMENT OF STATE TAXES,
26 AN APPL| CANT FOR THE GRANT, RENEWAL OR TRANSFER OF A
27 LI CENSE | SSUED UNDER THI' S Tl TLE SHALL, BY FI LI NG AN
28 APPLI CATI ON W TH THE COWMM SSI ON, WAI VE CONFI DENTI ALI TY
29 W TH RESPECT TO STATE TAX | NFORVATI ON REGARDI NG THE
30 APPLI CANT I N THE POSSESSI ON OF THE DEPARTMENT, REGARDLESS
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OF THE SOURCE OF THE | NFORVATI ON, AND SHALL CONSENT TO

THE DEPARTMENT PROVI DI NG THAT | NFORVATI ON TO THE

COW SSI ON.

(7) BEG NNING JUNE 15, 1999, AND EACH YEAR THEREAFTER,
AN AMOUNT EQUAL TO 0. 18% OF TOTAL UTI LI TI ES GROSS RECEI PTS
SHALL BE DEPOSI TED | NTO THE PUBLI C TRANSPORTATI ON ASSI STANCE
FUND AS PROVI DED I N ARTI CLE XXI'I'I OF THE TAX REFORM CODE OF
1971.

© o0 N oo o A~ wWw N P

(D) PAYMENT OF TAX AND REPORTS. - - THE TAX | MPOSED UNDER

=Y
o

SUBSECTI ON (B) SHALL BE PAID WTHI N THE TI ME PRESCRI BED BY LAW

=
=

FOR THE PURPCSE OF ASCERTAI NI NG THE AMOUNT OF THE TAX, THE

=
N

TREASURER OR OTHER APPROPRI ATE OFFI CER OF THE TAXPAYER SHALL

=
w

TRANSM T TO THE DEPARTMENT BY MARCH 15 AN ANNUAL REPORT, AND

H
o

UNDER OATH OR AFFI RVATI ON, OF THE AMOUNT OF GROSS RECEI PTS

=Y
(63}

RECEI VED BY THE TAXPAYER DURI NG THE PRI OR CALENDAR YEAR. THE

=Y
(e}

TREASURER OR OTHER APPROPRI ATE OFFI CER OF THE TAXPAYER LI ABLE TO

=
\l

REPORT OR PAY TAXES | MPOSED UNDER SUBSECTI ON (B), EXCEPT

=Y
oo

MUNI CI PALI TI ES AND COOPERATI VES, SHALL TRANSM T TO THE

=
O

DEPARTMENT BY MARCH 15, A TENTATI VE REPORT FOR THE PRI OR

N
o

CALENDAR YEAR. THE TENTATI VE REPORT SHALL SET FORTH ALL OF THE

N
=

FOLLOW NG

N
N

(1) THE AMOUNT OF GROSS RECEI PTS RECEI VED I N THE

N
w

PERI OD OF 12 MONTHS NEXT PRECEDI NG AND REPORTED I N THE

N
~

ANNUAL REPORT.

N
(63}

(I'') THE GROSS RECEI PTS RECEI VED I N THE FI RST THREE

N
(e}

MONTHS OF THE CURRENT CALENDAR YEAR.

N
~

(1'1'1) OTHER | NFORVATI ON AS THE DEPARTMENT NMAY

N
oo

REQUI RE.
29 (E) TAX COMPUTATI ON. - - UPON THE DATE | TS TENTATI VE REPORT | 'S
30 REQUI RED TO BE MADE, THE TAXPAYER MAKI NG A TENTATI VE REPORT
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SHALL TRANSM T THE REPORT TO THE DEPARTMENT ON ACCOUNT OF THE
TAX DUE FOR THE CURRENT CALENDAR YEAR AND COVPUTE AND MAKE
PAYMENT OF THE TENTATI VE TAX W TH THE REPORT UNDER SECTI ON 3003
OF THE TAX REFORM CODE OF 1971.

(F) TIME TO FI LE REPCRTS. --THE TI ME FOR FI LI NG ANNUAL
REPORTS MAY BE EXTENDED, ESTI MATED SETTLEMENTS MAY BE MADE BY
THE DEPARTMENT | F REPORTS ARE NOT FI LED, AND THE PENALTI ES FOR
FAI LI NG TO FI LE REPORTS AND PAY THE TAXES | MPOSED UNDER

© o0 N oo o A~ wWw N P

SUBSECTI ON (B) SHALL BE AS PRESCRI BED, BY THE LAWS DEFI NI NG THE

=Y
o

PONERS AND DUTI ES OF THE DEPARTMENT. | F THE WORKS OF A TAXPAYER

=
=

ARE OPERATED BY ANOTHER TAXPAYER, THE TAXES | MPCSED UNDER

=
N

SUBSECTI ON (B) SHALL BE APPORTI ONED BETWEEN THE TAXPAYERS | N

=
w

ACCORDANCE W TH THE TERMS OF THEI R RESPECTI VE LEASES OR

H
o

AGREEMENTS. FOR THE PAYMENT OF THE APPORTI ONED TAXES THE

=Y
(63}

COMWONVEALTH SHALL FI RST LOOK TO THE TAXPAYER OPERATI NG THE

=Y
(e}

WORKS. UPON PAYMENT BY THAT TAXPAYER, NO OTHER TAXPAYER SHALL BE

=
\l

HELD LI ABLE FOR ANY TAX | MPOSED UNDER SUBSECTI ON ( B).

=Y
oo

(G TIMELY MAI LI NG TREATED AS TI MELY FI LI NG AND PAYMENT. - -

=
O

NOTW THSTANDI NG THE PROVI SI ONS OF ANY STATE TAX LAWTO THE

N
o

CONTRARY, WHENEVER PAYMENT OF ALL OR ANY PORTI ON OF A STATE TAX

N
=

'S REQUI RED BY LAW TO BE RECEI VED BY THE DEPARTMENT OR OTHER

N
N

AGENCY OF THE COWONWEALTH BY A DAY CERTAIN, THE TAXPAYER SHALL

N
w

BE DEEMED TO HAVE COWPLI ED W TH THAT LAW I F THE LETTER

N
~

TRANSM TTI NG PAYMENT OF THE TAX WH CH HAS BEEN RECEI VED BY THE

N
(63}

DEPARTMENT | S POSTMARKED BY THE UNI TED STATES POSTAL SERVI CE ON

N
(e}

OR PRIOR TO THE FI NAL DAY ON WH CH THE PAYMENT IS TO BE

N
~

RECEI VED.

N
oo

(H PROCEDURE, ENFORCEMENT AND PENALTIES.--PARTS |11, 1V, VI

N
(o]

AND VII OF ARTICLE IV AND ARTI CLE XXX OF THE TAX REFORM CODE OF
30 1971 SHALL APPLY TO THI S SECTION I N SO FAR AS THEY ARE
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CONSI STENT WTH THI S SECTI ON AND APPLI CABLE TO THE TAX | MPOSED
UNDER SUBSECTI ON (B). NOTW THSTANDI NG THE PROVI SI ONS OF SECTI ON
403(D) OF THE TAX REFORM CCDE OF 1971, |F THE OFFI CERS CF ANY
CORPORATI ON SUBJECT TO TAX UNDER THI S CHAPTER NEGLECT OR REFUSE
TO MAKE A REPORT AS REQUIRED IN TH S CHAPTER OR KNOW NGY MAKE A
FALSE REPORT, THE DEPARTMENT SHALL ADD TO THE TAX DETERM NED TO
BE DUE A PENALTY OF 5% OF THE AMOUNT OF TAX DUE FOR EACH MONTH
OR FRACTI ON OF A MONTH UNTI L THE PENALTY HAS REACHED 25% AND,
THEREAFTER, A PENALTY OF 1% OF THE AMOUNT OF TAX DUE FOR EACH
MONTH OR FRACTI ON OF A MONTH. PENALTI ES ADDED TO THE TAX SHALL
NOT BEAR | NTEREST.

(1) ELECTRIC LI GHT, WATERPOAER AND HYDRCELECTRI C
UTI LI TIES. --THE TERMS "ELECTRI C LI GHT COVPANY, " " WATERPOVER
COVPANY" AND " HYDROELECTRI C COVPANY, " AS USED I N SECTI ON 1101( B)
OF THE TAX REFORM CODE OF 1971, SHALL BE DEEMED TO | NCLUDE
ELECTRI C DI STRI BUTI ON COVPANI ES AND ELECTRI C GENERATI ON
SUPPLI ERS.

(J) SALES OF ELECTRI C ENERGY. - - RETAI L SALES OF ELECTRI C
GENERATI ON, TRANSM SSI ON, DI STRI BUTI ON OR SUPPLY OF ELECTRI C
ENERGY, DI SPATCH NG SERVI CES, CUSTOVER SERVI CES, COWPETI Tl VE
TRANSI TI ON CHARGES, | NTANG BLE TRANSI TI ON CHARGES, AND UNI VERSAL
SERVI CE AND ENERGY CONSERVATI ON CHARGES AND SUCH OTHER RETAI L
SALES I N THI S COWONVWEALTH THE RECEI PTS OF WHI CH, | F BUNDLED,
WOULD HAVE BEEN DEEMED TO BE SALES OF ELECTRI C ENERGY PRI OR TO
THE EFFECTI VE DATE OF TH S CHAPTER SHALL BE DEEMED SALES OF
ELECTRI C ENERGY FOR PURPOSES OF SECTI ON 1101 OF THE TAX REFORM
CODE OF 1971. THE PHRASES "DO NG BUSI NESS I N TH S COVMONWEALTH"
AND " ENGAGED I N ELECTRI C LI GHT AND POAER BUSI NESS, WATERPOVER
BUSI NESS AND HYDRCELECTRI C BUSI NESS | N THI S COVWONWEALTH, " AS
SUCH TERMS ARE USED | N SECTION 1101(B) OF THE TAX REFORM CODE OF
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1971 AND IN TH' S CHAPTER, SHALL BE CONSTRUED TO | NCLUDE THE
DI RECT OR | NDI RECT ENGAG NG I N, TRANSACTI NG OR CONDUCTI NG OF,
ACTIVITY IN TH'S COWONWEALTH FOR THE PURPOSE OF ESTABLI SHI NG OR
MAI NTAI NI NG A MARKET FOR THE SALES OF ELECTRI C ENERGY AND

| NCLUDE OBTAI NING A LI CENSE OR CERTI FI CATI ON FROM THE COWM SSI ON
TO SUPPLY ELECTRI C ENERGY. RETAIL SALES OF GENERATI ON SHALL BE
DEEMED TO OCCUR AT THE METER OF THE RETAI L CONSUMER

(K) ELECTRI C COOPERATI VES. - - SECTI ON 1101(B) OF THE TAX
REFORM CODE OF 1971 SHALL APPLY TO ELECTRI C COOPERATI VES AND
| MPOSE A TAX UPON THE GROSS RECEI PTS DERI VED FROM ANY ELECTRI C
COOPERATI VE OANED OR OPERATED PUBLI C UTI LI TY OR FROM ANY PUBLIC
UTI LI TY SERVI CE FURNI SHED BY ANY ELECTRI C COOPERATI VE. GROSS
RECEI PTS SHALL BE EXEMPT FROM THE TAX TO THE EXTENT THAT THE
GROSS RECEI PTS ARE DERI VED FROM SALES FOR RESALE OR SALES OF
ELECTRI C ENERGY W THIN THE LIM TS OF I TS SERVI CE TERRI TORY AS
SET FORTH IN 15 PA. C.S. § 7406.

(L) PROVI SIONS TO BE CONSTRUED W TH UTI LI TI ES GROSS RECEI PTS
TAX. - - SUBSECTI ONS (1), (J), AND (K) SHALL BE CONSTRUED I N
CONJUNCTI ON W TH ARTI CLE XI OF THE TAX REFORM CODE OF 1971 AND
SHALL BE EFFECTI VE FOR TAX YEARS BEG NNI NG JANUARY 1, 1997, AND
THEREAFTER.

(M 1 NDEMNI FI CATI ON. - - THE ELECTRI C DI STRI BUTI ON UTI LI TY
COWPANY' S TARI FF SHALL PROVI DE THAT, |F AN ELECTRI C DI STRI BUTI ON
COVPANY BECOMES LI ABLE, UNDER SECTI ONS 2806(G) AND 2809(C), FOR
STATE TAXES NOT PAI D BY AN ELECTRI C GENERATI ON SUPPLI ER, THAT
ELECTRI C GENERATI ON SUPPLI ER SHALL | NDEMNI FY THE ELECTRI C
DI STRI BUTI ON COVPANY FOR THE AMOUNT OF THE LI ABI LI TY SO | MPOSED
UPON THE ELECTRI C DI STRI BUTI ON UTI LI TY.

(N) DEFIN TIONS. --AS USED IN TH' S SECTI ON THE FOLLOW NG
WORDS AND PHRASES SHALL HAVE THE MEANI NGS G VEN TO THEM I N THI S
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SUBSECTI ON:

"AFFECTED TAXES." THE TAXES | MPOSED UNDER ARTICLES |1, 1V,
VI, XI AND SECTI ON 2301(F) OF THE TAX REFORM CODE OF 1971.

"BASE FI SCAL YEAR " THE YEAR BEG NNI NG ON JULY 1, 1995, AND
ENDI NG ON JUNE 30, 1996.

"DEPARTMENT. " THE DEPARTMENT OF REVENUE OF THE COVMONWEALTH.

"EFFECTI VE RATE." THE TAX RATE APPLI CABLE DURI NG THE FI SCAL
YEAR OR, | F MORE THAN ONE RATE | S APPLI CABLE, THE AVERACGE OF THE
RATES THAT WERE | N EFFECT FOR EACH MONTH OF THE FI SCAL YEAR

"FI SCAL YEAR " A YEAR BEG NNI NG ON JULY 1 AND ENDI NG ON THE
SUBSEQUENT JUNE 30.

"GROSS RECEI PTS. " THE GROSS RECEI PTS FROM THE RETAI L SALES
OF ELECTRI C ENERGY AS DEFI NED I N SECTI ON 1101(B) OF THE TAX
REFORM CODE OF 1971.

"1995-1996 FI SCAL TAX REVENUE BASE." THE RECElI PTS FROM
AFFECTED TAXES FROM THE FI SCAL YEAR 1995- 1996, SUCH AMOUNT BEI NG
$984, 141, 837.

"PORTI ON OF THE 1995-1996 FI SCAL TAX REVENUE BASE
ATTRI BUTABLE TO THE AFFECTED TAX. THE FOLLOWN NG AMOUNTS FOR THE
TAX | NDI CATED:

TAX AMOUNT
CORPORATE NET | NCOVE TAX $181, 628, 433
CAPI TAL STOCK- FRANCHI SE TAX $117, 495, 605
SALES AND USE TAX $187, 401, 632
PUBLI C UTI LI TY REALTY TAX $ 43,883,573
UTI LI TI ES GROSS RECEI PTS TAX $453, 732, 594

"TOTAL UTILITIES GROSS RECEI PTS." THE TOTAL GROSS RECEI PTS
FOR A CALENDAR YEAR FOR ALL ELECTRI C DI STRI BUTI ON COMPANI ES AND
ELECTRI C GENERATI ON SUPPLI ERS VH CH ARE DERI VED FROM THE SALES
OF ELECTRI C ENERGY AND REQUI RED TO BE REPORTED TO THE COWM SS| ON
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UNDER SUBSECTI ON (C) (6) (111).
§ 2811. MARKET POWER REMEDI ATI ON.
(A) MONI TORI NG COVPETI TI VE CONDI Tl ONS. - - THE COVM SSI ON SHALL
MONI TOR THE MARKET FOR THE SUPPLY AND DI STRI BUTI ON OF
ELECTRI CI TY TO RETAI L CUSTOVERS AND TAKE STEPS AS SET FORTH I N
THI'S SECTI ON TO PREVENT ANTI COMPETI TI VE OR DI SCRI M NATORY
CONDUCT AND THE UNLAWFUL EXERCI SE OF MARKET POVER.
(B) I NITIATION OF | NVESTI GATI ONS. - - UPON COVPLAI NT OR UPON
| TS OAN MOTI ON, FOR GOOD CAUSE SHOWN, THE COVM SSI ON SHALL
CONDUCT AN | NVESTI GATI ON OF THE | MPACT ON THE PROPER FUNCTI ONI NG
OF A FULLY COMPETI TI VE RETAIL ELECTRI Cl TY MARKET, | NCLUDI NG THE
EFFECT OF MERGERS, CONSOLI DATI ONS, ACQUI SI TI ON OR DI SPOSI TI ON OF
ASSETS OR SECURI TI ES OF ELECTRI Cl TY SUPPLI ERS, TRANSM SSI ON
CONGESTI ON AND ANTI COVPETI TI VE OR DI SCRI M NATORY CONDUCT
AFFECTI NG THE RETAI L DI STRI BUTI ON OF ELECTRI CI TY.
(C) CONDUCT OF | NVESTI GATI ONS. - -
(1) THE COWM SSI ON MAY REQUI RE AN ELECTRI CI TY SUPPLI ER
TO PROVI DE | NFORMATI ON, | NCLUDI NG DOCUVENTS AND TESTI MONY,
| N ACCORDANCE W TH THE COWM SSI ON' S REGULATI ONS REGARDI NG THE
DI SCOVERY OF | NFORMATI ON FROM ANY ELECTRI CI TY SUPPLI ER.
(2) CONFI DENTI AL, PROPRI ETARY OR TRADE SECRET
| NFORVATI ON PROVI DED UNDER THI S SUBSECTI ON SHALL NOT BE
DI SCLOSED TO ANY PERSON NOT DI RECTLY EMPLOYED OR RETAI NED BY
THE COVM SSI ON TO CONDUCT THE | NVESTI GATI ON W THOUT THE
CONSENT OF THE PARTY PROVI DI NG THE | NFORMATI ON.
(3) NOTW THSTANDI NG THE PROHI Bl TI ON ON DI SCLOSURE OF
| NFORVATI ON | N PARAGRAPH (2), THE COVM SSI ON SHALL DI SCLOSE
| NFORVATI ON OBTAI NED UNDER THI S SUBSECTI ON TO THE OFFI CE OF
CONSUVER ADVOCATE AND THE OFFI CE OF SMALL BUSI NESS ADVOCATE
UNDER AN APPROPRI ATE CONFI DENTI ALI TY AGREEMENT. THE
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COWM SSI ON MAY DI SCLOSE THE | NFORMATI ON TO APPROPRI ATE
FEDERAL OR STATE LAW ENFORCEMENT OFFI CI ALS | F | T DETERM NES
THAT THE DI SCLOSURE OF THE | NFORMATI ON | S NECESSARY TO
PREVENT OR RESTRAIN A VI OLATI ON OF FEDERAL OR STATE LAW AND
| T PROVI DES THE PARTY THAT PROVI DED THE | NFORMATI ON W TH
REASONABLE NOTI CE AND OPPORTUNI TY TO PREVENT OR LIM T
DI SCLOSURE.

(D) REFERRALS AND | NTERVENTION. --1F, AS A RESULT OF AN

| NVESTI GATI ON CONDUCTED UNDER THI S SECTI ON, THE COVM SSI ON HAS

REASON TO BELI EVE THAT ANTI COVPETI TI VE OR DI SCRI M NATORY

CONDUCT, | NCLUDI NG THE UNLAWFUL EXERCI SE OF MARKET POWER | S

PREVENTI NG THE RETAI L ELECTRI CI TY CUSTOMERS I N TH S COMMONVEAL TH

FROM OBTAI Nl NG THE BENEFI TS OF A PROPERLY FUNCTI ONI NG AND

WORKABLE COVPETI TI VE RETAI L ELECTRI CI TY MARKET, THE COWM SSI ON,

PURSUANT TO | TS REGULATI ONS, SHALL:

(1) REFER I TS FINDINGS TO THE ATTORNEY GENERAL, THE
UNI TED STATES DEPARTMENT OF JUSTI CE, THE SECURI TI ES AND
EXCHANGE COWM SSI ON OR THE FEDERAL ENERGY REGULATORY
COWM SSI ON.

(2) SUBJECT TO SUBSECTI ON (C)(3), DI SCLOSE ANY
| NFORVATI ON | T HAS OBTAI NED | N THE COURSE OF I TS
| NVESTI GATI ON TO THE AGENCY OR AGENCI ES TO WHI CH | T HAS MADE
A REFERRAL UNDER PARAGRAPH (1).

(3) | NTERVENE, AS PROVI DED AND PERM TTED BY LAW OR
REGULATI ON, | N ANY PROCEEDI NGS | NI TI ATED AS A RESULT OF A
REFERRAL MADE UNDER PARAGRAPH (1) .

(E) APPROVAL OF PROPOSED MERGERS, CONSOLI DATI ONS,

ACQUI SI TI ONS, OR DI SPCSI Tl ONS. - -

(1) I N THE EXERCI SE OF AUTHORI TY THE COWM SSI ON
OTHERW SE MAY HAVE TO APPROVE THE MERGERS OR CONSOLI DATI ONS
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BY ELECTRI C UTI LI TIES OR ELECTRICI TY SUPPLI ERS, OR THE
ACQUI SI TI ON OR DI SPCSI TI ON OF ASSETS OR SECURI TI ES OF OTHER
PUBLI C UTI LI TIES OR ELECTRI CI TY SUPPLI ERS, THE COWM SSI ON
SHALL CONSI DER WHETHER THE PROPOSED MERCGER, CONSCLI DATI ON,
ACQUI SITION OR DI SPCSI TION |'S LI KELY TO RESULT | N
ANTI COVPETI TI VE OR DI SCRI M NATORY CONDUCT, | NCLUDI NG THE
UNLAWFUL EXERCI SE OF MARKET POVER, WH CH W LL PREVENT RETAI L
ELECTRI CI TY CUSTOMERS IN TH S COMONVWEALTH FROM OBTAI NI NG THE
BENEFI TS OF A PROPERLY FUNCTI ONI NG AND WORKABLE COWMPETI Tl VE
RETAI L ELECTRI CI TY MARKET.

(2) UPON REQUEST FOR APPROVAL, THE COWM SSI ON SHALL
PROVI DE NOTI CE AND AN OPPORTUNI TY FOR OPEN, PUBLIC
EVI DENTI ARY HEARI NGS. | F THE COW SSI ON FI NDS, AFTER HEARI NG
THAT A PROPCSED MERGER, CONSOLI DATI ON, ACQUI SI TI ON OR
DI SPOSI TION |'S LI KELY TO RESULT | N ANTI COWPETI Tl VE OR
DI SCRI M NATORY CONDUCT, | NCLUDI NG THE UNLAWFUL EXERCI SE OF
MARKET PONER, VWH CH W LL PREVENT RETAIL ELECTRI CI TY CUSTOVERS
IN TH'S COMONVEALTH FROM OBTAI NI NG THE BENEFI TS OF A
PROPERLY FUNCTI ONI NG AND WORKABLE COWPETI Tl VE RETAI L
ELECTRI CI TY MARKET, THE COWM SSI ON SHALL NOT APPROVE SUCH
PROPOSED MERGER, CONSOLI DATI ON, ACQUI SI TI ON OR DI SPCOSI Tl ON,
EXCEPT UPON SUCH TERMS AND CONDI TIONS AS I T FI NDS NECESSARY
TO PRESERVE THE BENEFI TS OF A PROPERLY FUNCTI ONI NG AND
WORKABLE COVPETI TI VE RETAI L ELECTRI CI TY MARKET.
(F) PRESERVATI ON OF RI GHTS. --NOTHI NG I N THI S SECTI ON SHALL

RESTRI CT THE RI GHT OF ANY PARTY TO PURSUE ANY OTHER REMEDY
AVAI LABLE TO I'T UNDER THI S PART.
§ 2812. APPROVAL OF TRANSI TI ON BONDS.

(A) QUALI FI ED RATE ORDERS. - - NOTW THSTANDI NG ANY OTHER

30 PROVISION OF LAW THE COW SSI ON | S AUTHORI ZED TO | SSUE
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1 QUALIFI ED RATE ORDERS | N ACCORDANCE W TH THE PROVI SIONS OF THI S
2 SUBSECTI ON, TO FACI LI TATE THE RECOVERY OR FI NANCI NG OF QUALI FI ED
3 TRANSI TI ON EXPENSES OF AN ELECTRI C UTILITY OR ASSI GNEE.

4 (1) A QUALI FI ED RATE ORDER MAY BE ADCPTED BY THE

5 COW SSI ON ONLY UPON THE APPLI CATI ON OF AN ELECTRI C UTI LI TY

6 AND SHALL BECOME EFFECTI VE | N ACCORDANCE W TH I TS TERMS.

7 AFTER THE | SSUANCE OF A QUALI FI ED RATE ORDER, THE ELECTRI C

8 UTI LI TY RETAINS SOLE DI SCRETI ON REGARDI NG WHETHER TO ASSI G\,

9 SELL OR OTHERW SE TRANSFER | NTANG BLE TRANSI TI ON PROPERTY OR
10 TO CAUSE THE TRANSI TI ON BONDS TO BE | SSUED, | NCLUDI NG THE

11 Rl GHT TO DEFER OR POSTPONE SUCH ASSI GNMENT, SALE, TRANSFER OR
12 I SSUANCE.

13 (2) AFTER THE EFFECTI VE DATE OF TH S CHAPTER, AN

14 ELECTRI C UTI LI TY MAY FI LE AN APPLI CATI ON FOR A QUALI FI ED RATE
15 ORDER PURSUANT TO THE FOLLOW NG PROCEDURES:

16 (1) EACH APPLI CATI ON FOR A QUALI FI ED RATE ORDER

17 SHALL CONTAIN A COVPLETE ACCOUNTI NG OF THE UTILITY'S

18 TRANSI TI ON OR STRANDED COSTS, DETAI LED | NFORVATI ON

19 REGARDI NG THE UTI LI TY' S PROPCSAL FOR THE SALE OF
20 | NTANG BLE TRANSI TI ON PROPERTY OR THE | SSUANCE OF
21 TRANSI TI ON BONDS AND | NFORVATI ON REGARDI NG THE ELECTRI C
22 UTILITY'S PLANNED USE OF THE PROCEEDS OF THE SALE OR
23 | SSUANCE. AFTER THE UTI LI TY HAS FI LED | TS RESTRUCTURI NG
24 PLAN UNDER SECTI ON 2806 ( RELATI NG TO | MPLEMENTATI ON,
25 Pl LOT PROGRAMS AND PERFORMANCE- BASED RATES), THE UTILITY
26 MAY | NCORPORATE BY REFERENCE THE | NFORVATI ON | N THE
27 RESTRUCTURI NG PLAN | N PROVI DI NG THE | NFORNMATI ON.
28 (1) AN ELECTRIC UTILITY MAY FI LE AN APPLI CATI ON FOR
29 A QUALI FI ED RATE ORDER CONCURRENTLY W TH, PRI OR TO,
30 DURI NG OR FOLLOW NG THE FI LI NG OF | TS RESTRUCTURI NG PLAN
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1 UNDER SECTI ON 2806. | F AN ELECTRI C UTI LI TY REQUESTS
2 EXPEDI TED REVI EW UNDER SUBSECTI ON (B) (1) (1) OR (11), IT
3 SHALL DESI GNATE I N | TS APPLI CATI ON THE PORTI ON OF | TS
4 TOTAL CLAI MED TRANSI TI ON OR STRANDED COSTS FOR WHICH I T
5 REQUESTS SUCH EXPEDI TED REVI EW
6 (111) AFTER NOTI CE AND AN OPPORTUNI TY TO BE HEARD,

7 THE COVM SSI ON MAY | SSUE A FI NAL QUALI FI ED RATE ORDER FOR
8 ALL OR A PORTION OF THE AMOUNT OF TRANSI TI ON OR STRANDED
9 COSTS THAT | T FI NDS WOULD BE JUST AND REASONABLE FOR THE

10 UTI LI TY TO RECOVER FROM RATEPAYERS UNDER SECTI ONS 2804

11 ( RELATI NG TO STANDARDS) AND 2808 (RELATI NG TO COVPETI TI VE

12 TRANSI TI ON CHARGE) . THE COVM SSI ON SHALL | SSUE A FI NAL

13 QUALI FI ED RATE ORDER ONLY FOR THE AMOUNTS FOR WHICH I T

14 FI NDS SUCH | SSUANCE TO BE | N THE PUBLI C | NTEREST. THE

15 COWM SSI ON SHALL COVPLETE | TS REVI EW OF THE APPLI CATI ON

16 AND | SSUE | TS FI NAL DETERM NATI ON BY THE LATER OF NI NE

17 MONTHS FROM THE FI LI NG, UNLESS THE ELECTRI C UTI LI TY

18 REQUESTS EXPEDI TED TREATMENT UNDER SUBSECTI ON (B), OR 15

19 DAYS FOLLON NG THE FI LI NG OF THE ELECTRI C UTILITY' S

20 RESTRUCTURI NG PLAN UNDER SECTI ON 2806.

21 (B) EXPEDI TED REVI EW PROCEDURES. - -

22 (1) THE COWM SSI ON SHALL PROVI DE FOR EXPEDI TED REVI EW OF

23 APPLI CATI ONS FOR QUALI FI ED RATE ORDERS UPON REQUEST OF THE

24 ELECTRI C UTI LI TY PURSUANT TO THE FOLLOW NG PROCEDURES:

25 (1) 1F THE UTILITY ELECTS TO FILE AN APPLI CATI ON

26 PRI OR TO THE FILING OF | TS RESTRUCTURI NG PLAN AND

27 REQUESTS EXPEDI TED REVI EW THE COWM SSI ON, AFTER NOTI CE

28 AND AN OPPORTUNI TY TO BE HEARD, MAY | SSUE A FI NAL

29 QUALI FI ED RATE ORDER APPROVI NG THE | SSUANCE OF TRANSI TI ON

30 BONDS FOR A PORTI ON OF THE UTI LI TY' S TRANSI TI ON OR
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STRANDED COSTS THAT THE COWM SSI ON FI NDS WOULD BE JUST
AND REASONABLE TO RECOVER FROM RATEPAYERS UNDER SECTI ONS
2804 AND 2808. THE COWM SSI ON SHALL CONSI DER ONLY THE
PORTI ON OF THE TRANSI TI ON OR STRANDED COSTS FOR VWH CH THE
UTI LI TY REQUESTS APPROVAL TO | SSUE TRANSI TI ON BONDS.
CONS| DERATI ON OF ALL RENMAI NI NG AMOUNTS AND AMOUNTS NOT
RESCLVED BY THE COW SSI ON SHALL BE DEFERRED FOR
CONS| DERATION IN THE ELECTRI C UTI LI TY' S RESTRUCTURI NG
PLAN PROCEEDI NG UNDER SECTI ON 2806. THE COVM SS| ON SHALL
COWPLETE I TS REVI EW OF THE APPLI CATI ON AND | SSUE | TS
FI NAL DETERM NATI ON W THI N 120 DAYS AFTER THE REQUEST FOR
EXPEDI TED REVI EW BUT, | N NO EVENT, EARLIER THAN 15 DAYS
AFTER THE UTILITY HAS FILED I TS RESTRUCTURI NG PLAN UNDER
SECTI ON 2806.

(1) IF THE ELECTRI C UTILITY FILES AN APPLI CATI ON
FOR A QUALI FI ED RATE ORDER CONCURRENTLY WTH I TS
RESTRUCTURI NG PLAN OR DURI NG THE COURSE OF THE
RESTRUCTURI NG PLAN PRCCEEDI NG THE ELECTRI C UTI LI TY MAY
REQUEST, AND THE COWMM SSI ON MAY ALLOW AN ACCELERATED
DETERM NATI ON OF THE APPLI CATI ON. AFTER NOTI CE AND AN
OPPORTUNI TY TO BE HEARD, THE COWMM SSI ON MAY | SSUE A FI NAL
QUALI FI ED RATE ORDER APPROVI NG THE | SSUANCE COF TRANSI TI ON
BONDS FOR A PORTI ON OF THE UTI LI TY' S STRANDED OR
TRANSI TI ON COSTS THAT THE COWM SSI ON FI NDS WOULD BE JUST
AND REASONABLE TO RECOVER FROM RATEPAYERS UNDER SECTI ONS
2804 AND 2808. THE COWM SSI ON SHALL CONSI DER ONLY THE
PORTION OF THE UTILITY'S TRANSI TI ON OR STRANDED COSTS FOR
VWH CH THE UTI LI TY SEEKS EXPEDI TED REVI EW CONSI DERATI ON
OF ALL REMAI NI NG AMOUNTS AND AMOUNTS NOT RESOLVED BY THE
COW SSI ON SHALL BE DEFERRED FOR CONS| DERATI ON I N A FI NAL
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ORDER REGARDI NG THE UTI LI TY' S RESTRUCTURI NG PLAN UNDER
SECTI ON 2806. THE COMM SSI ON SHALL COVPLETE | TS REVI EW OF
THE APPLI CATI ON AND | SSUE | TS FI NAL DETERM NATI ON W THI N
120 DAYS AFTER THE REQUEST FOR EXPEDI TED REVI EW

(I'rr)y 1I'F THE ELECTRI C UTI LI TY FILES AN APPLI CATI ON
FOR A QUALI FI ED RATE ORDER AFTER THE COWM SSI ON ENTERS A
FI NAL ORDER REGARDI NG THE UTI LI TY' S RESTRUCTURI NG PLAN,
AND REQUESTS EXPEDI TED TREATMENT, THE COWM SSI ON SHALL
COWPLETE I TS REVI EW AND | SSUE | TS FI NAL DETERM NATI ON
WTH N 120 DAYS OF THE REQUEST FOR EXPEDI TED REVI EW
(2) THE QUALI FI ED RATE ORDER SHALL REQUI RE THAT THE

PROCEEDS FROM THE ASSI GNVENT, SALE OR TRANSFER OR OTHER

FI NANCI NG OF | NTANG BLE TRANSI TI ON PROPERTY SHALL BE USED
PRI NCI PALLY TO REDUCE THE ELECTRI C UTILITY'S TRANSI TI ON OR
STRANDED COSTS AND TO REDUCE THE RELATED CAPI TALI ZATI ON,

PURSUANT TO A PLAN SUBM TTED BY THE ELECTRIC UTILITY INITS

APPLI CATI ON FOR A QUALI FI ED RATE ORDER AND APPROVED BY THE
COW SSI ON.
(4) NOTW THSTANDI NG ANY OTHER PROVI SI ON OF LAW THE

COW SSI ON HAS THE PONER TO SPECI FY THAT ALL OR A PORTI ON OF
A QUALI FI ED RATE ORDER SHALL BE | RREVOCABLE. TO THE EXTENT SO

SPECI FI ED, NEI THER THE ORDER NOR THE | NTANG BLE TRANSI TI ON
CHARCES AUTHORI ZED TO BE | MPOSED AND COLLECTED UNDER THE

ORDER SHALL BE SUBJECT TO REDUCTI ON, POSTPONEMENT, | MPAI RMVENT

OR TERM NATI ON BY ANY SUBSEQUENT ACTI ON OF THE COWM SSI ON.

NOTHI NG I N TH S PARAGRAPH IS | NTENDED TO SUPERSEDE THE RI GHT
OF ANY PARTY TO JUDI Cl AL REVI EW OF THE QUALI FI ED RATE ORDER
(5) THE COW SSI ON SHALL PROVI DE I N ANY QUALI FI ED RATE

ORDER FOR A PROCEDURE FOR THE EXPEDI Tl QUS APPROVAL BY THE
COW SSI ON OF PERI GDI C ADJUSTMENTS TO THE | NTANG BLE
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TRANSI TI ON CHARGES THAT ARE THE SUBJECT OF THE PERTI NENT
QUALI FI ED RATE ORDER. SUCH ADJUSTMENTS SHALL ENSURE THE
RECOVERY OF REVENUES SUFFI CI ENT TO PROVI DE FOR THE PAYMENT OF
PRI NCI PAL, | NTEREST, ACQUI SI TI ON OR REDEMPTI ON PREM UM AND
FOR OTHER FEES, COSTS AND CHARGES | N RESPECT OF TRANSI TI ON
BONDS APPROVED BY THE COWM SSI ON AS PART OF OR | N CONJUNCTI ON
WTH A QUALI FI ED RATE ORDER. THE COW SSI ON SHALL DETERM NE
WHETHER THE ADJUSTMENTS ARE REQUI RED ON EACH ANNI VERSARY OF
THE | SSUANCE OF THE QUALI FI ED RATE ORDER AND AT THE

ADDI TI ONAL | NTERVALS AS MAY BE PROVI DED FOR | N THE QUALI FI ED
RATE ORDER. THE ADJUSTMENTS, |F REQUI RED, SHALL BE APPROVED
WTH N 90 DAYS OF EACH ANNI VERSARY OF THE | SSUANCE OF THE
QUALI FI ED RATE ORDER OR OF EACH ADDI Tl ONAL | NTERVAL PROVI DED
FOR IN THE QUALI FI ED RATE ORDER.

(6) NOTW THSTANDI NG ANY OTHER PROVI SI ON OF LAW ON SUCH
CONDI TI ONS AS THE COMM SSI ON MAY APPROVE, ALL OR PORTI ONS OF
THE | NTEREST OF AN ELECTRI C UTILITY I N | NTANG BLE TRANSI Tl ON
PROPERTY MAY BE ASSI GNED, SOLD OR TRANSFERRED TO AN ASSI GNEE
AND MAY BE PLEDGED OR ASSI GNED AS SECURI TY BY AN ELECTRIC
UTILITY OR ASSI GNEE TO OR FOR THE BENEFI T OF A FI NANCI NG
PARTY. TO THE EXTENT THAT AN | NTEREST | S ASSI GNED, SOLD OR
TRANSFERRED OR | S PLEDGED OR ASSI GNED AS SECURI TY, THE
COW SSI ON SHALL AUTHORI ZE THE ELECTRI C UTI LI TY TO CONTRACT
W TH THE ASSI GNEE OR FI NANCI NG PARTY THAT THE ELECTRI C
UTILITY WLL CONTI NUE TO OPERATE I TS SYSTEM TO PROVI DE
SERVICE TO I TS CUSTOMERS, W LL | MPOSE AND COLLECT THE
APPLI CABLE | NTANG BLE TRANSI TI ON CHARGES FOR THE BENEFI T AND
ACCOUNT OF THE ASSI GNEE OR FI NANCI NG PARTY, AND W LL ACCOUNT
FOR AND REM T THE APPLI CABLE | NTANG BLE TRANSI TI ON CHARGE TO
OR FOR THE ACCOUNT OF THE ASSI GNEE OR FI NANCI NG PARTY. |F THE
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QUALI FI ED RATE ORDER SO PROVI DES, THE OBLI GATI ONS OF THE
ELECTRI C UTI LI TY:
(1) SHALL BE BI NDI NG UPOCN THE ELECTRIC UTILITY, ITS
SUCCESSORS AND ASSI GNS; AND
(') SHALL BE REQUI RED BY THE COVM SSI ON TO BE
UNDERTAKEN AND PERFORMED BY THE ELECTRI C UTI LI TY AND ANY
OTHER ENTI TY VWH CH PROVI DES ELECTRI C SERVI CE TO A PERSON
THAT WAS A CUSTOMER OF AN ELECTRI C UTI LI TY LOCATED W THI N
THE CERTI FI CATED TERRI TORY OF THE ELECTRI C UTILITY ON THE
EFFECTI VE DATE OF TH S CHAPTER OR THAT BECAME A CUSTOVER
OF ELECTRI C SERVI CES W THI N SUCH TERRI TORY AFTER THE
EFFECTI VE DATE OF TH S CHAPTER AND IS STI LL LOCATED
W TH N SUCH TERRI TORY, AS A CONDI TI ON TO THE PROVI SI ON OF
SERVI CE TO SUCH CUSTOVER BY SUCH ELECTRIC UTILITY OR
OTHER ENTI TY, UNLESS THE CUSTOVER HAS PAI D A TERM NATI ON
CHARCE I N THE MANNER AND ON THE BASI S SPECI FI ED I N THE
QUALI FI ED RATE ORDER
(7) THE | RREVOCABLE STATUS OF ANY PORTI ON COF A QUALI FI ED
RATE ORDER UNDER PARAGRAPH (4) SHALL LAPSE AND TERM NATE TO
THE EXTENT THAT AN ASS|I GNMENT, SALE OR TRANSFER OF THE
| NTANG BLE TRANSI TI ON PROPERTY RESULTI NG FROM THE RATE ORDER
OR THE | SSUANCE OF THE RELATED TRANSI TI ON BONDS | S NOT
EFFECTED WTHI N THE PERI OD SPECI FI ED I N THE QUALI FI ED RATE
ORDER.
(8) THE EFFECT OF ANY SUBSEQUENT REFI NANCI NG OF
TRANSI TI ON BONDS UPON THE RATES AUTHORI ZED IN A QUALI FI ED
RATE ORDER SHALL BE AS PROVI DED I N SUCH ORDER
(9) INITS QUALI FI ED RATE ORDER, THE COWM SSI ON SHALL
AFFCORD FLEXI BI LI TY I N ESTABLI SH NG THE TERMS AND CONDI Tl ONS
OF THE TRANSI TI ON BONDS, | NCLUDI NG REPAYMENT SCHEDULES,
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I NTEREST RATES AND OTHER FI NANCI NG COSTS. THE ELECTRI C
UTILITY SHALL FILE THE FI NAL TERMS OF | SSUANCE W TH THE
COW SSI ON.

(© | NTANG BLE TRANSI TI ON PROPERTY. - -

(1) ANY RIGHT THAT AN ELECTRIC UTILITY HAS IN THE
| NTANG BLE TRANSI TI ON PROPERTY PRICOR TO I TS SALE OR TRANSFER
OR ANY OTHER RI GHT CREATED UNDER THI S SECTI ON OR CREATED | N
THE QUALI FI ED RATE ORDER AND ASSI GNABLE UNDER THI S SECTI ON OR
ASS| GNABLE PURSUANT TO A QUALI FI ED RATE ORDER SHALL BE ONLY A
CONTRACT RI GHT.

(2) THE COMVONWEALTH PLEDGES TO AND AGREES W TH THE
HOLDERS OF ANY TRANSI TI ON BONDS | SSUED UNDER THI S SECTI ON AND
W TH ANY ASSI GNEE OR FI NANCI NG PARTY WHO MAY ENTER | NTO
CONTRACTS WTH AN ELECTRI C UTILITY UNDER TH S SECTI ON THAT
THE COVMONWEALTH WLL NOT LIMT, OR ALTER OR I N ANY WAY
| MPAI R OR REDUCE THE VALUE OF | NTANG BLE TRANSI TI ON PROPERTY
OR | NTANG BLE TRANSI TI ON CHARGES APPROVED BY A QUALI FI ED RATE
ORDER UNTI L THE TRANSI TI ON BONDS AND | NTEREST ON THE
TRANSI TI ON BONDS ARE FULLY PAI D AND DI SCHARGED OR THE
CONTRACTS ARE FULLY PERFORMED ON THE PART OF THE ELECTRIC
UTI LI TY. SUBJECT TO OTHER REQUI REMENTS OF LAW NOTHI NG I'N
TH S PARAGRAPH SHALL PRECLUDE LI M TATI ON OR ALTERATION | F
ADEQUATE COVPENSATI ON | S MADE BY LAW FOR THE FULL PROTECTI ON
OF THE | NTANG BLE TRANSI TI ON CHARGES COLLECTED PURSUANT TO A
QUALI FI ED RATE ORDER AND OF THE HOLDER OF THI' S TRANSI TI ON
BOND AND ANY ASS|I GNEE OR FI NANCI NG PARTY ENTERI NG | NTO
CONTRACT W TH THE ELECTRI C UTI LI TY.

(D) SECURITY | NTERESTS | N | NTANG BLE TRANSI TI ON PROPERTY. - -

(1) NEITHER | NTANG BLE TRANSI TI ON PROPERTY NOR ANY
RI GHT, TITLE OR | NTEREST OF A UTILITY OR ASSI GNEE DESCRI BED
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I N PARAGRAPH (1) OF THE DEFI NI TION OF "1 NTANG BLE TRANSI TI ON
PROPERTY" | N SUBSECTION (G, WHETHER BEFORE COR AFTER THE
| SSUANCE OF THE QUALI FI ED RATE ORDER, SHALL CONSTI TUTE " AN
ACCOUNT" OR "GENERAL | NTANG BLES' UNDER 13 PA.C. S. § 9106
( RELATI NG TO DEFI NI TI ONS) ; NOR SHALL ANY SUCH RI GAT, TITLE OR
I NTEREST PERTAI NI NG TO A QUALI FI ED RATE ORDER, | NCLUDI NG THE
ASSCCl ATED | NTANG BLE TRANSI TI ON PROPERTY AND ANY REVENUES,
COLLECTI ONS, CLAI M5, PAYMENTS, MONEY OR PROCEEDS OF OR
ARI SI NG FROM | NTANG BLE TRANSI TI ON CHARGES PURSUANT TO SUCH
ORDER, BE DEEMED PROCEEDS OF ANY RI GHT OR | NTEREST OTHER THAN
IN THE ORDER AND THE | NTANG BLE TRANSI TI ON PROPERTY ARI SI NG
FROM THE ORDER
(2) THE GRANTI NG, PERFECTI ON AND ENFORCEMENT OF SECURI TY
I NTERESTS | N | NTANG BLE TRANSI TI ON PROPERTY TO SECURE
TRANSI TI ON BONDS | S GOVERNED BY THI S SECTI ON RATHER THAN BY
TI TLE 13 (RELATI NG TO COVMERCI AL CODE) .
(3) A VALID AND ENFORCEABLE SECURI TY | NTEREST I N
| NTANG BLE TRANSI TI ON PROPERTY SHALL ATTACH AND BE PERFECTED
ONLY BY MEANS OF A SEPARATE FI LI NG WTH THE COW SSI ON, UNDER
REGULATI ONS THE COW SSI ON PRESCRI BES. FOR THI S PURPCSE:
(1) | F THE TRANSI TI ON BONDS ARE | SSUED TO FI NANCE
ANY QUALI FI ED TRANSI TI ON EXPENSES, AS SPECI FI ED I N THE
APPLI CABLE QUALI FI ED RATE ORDER, THE LI EN OF THE BONDS
SHALL ATTACH AUTQVATI CALLY TO THE | NTANG BLE TRANSI Tl ON
PROPERTY RELATI NG TO THE EXPENSES FROM THE TI ME OF
| SSUANCE OF THE BONDS.
(1'l') THE LI EN UNDER SUBPARAGRAPH (1) SHALL BE DEEMED
A VALI D AND ENFORCEABLE SECURI TY | NTEREST | N THE
I NTANG BLE TRANSI TI ON PROPERTY SECURI NG THE QUALI FI ED
TRANSI TI ON BONDS AND SHALL BE CONTI NUOUSLY PERFECTED | F,

19950H1509B4282 - 77 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

BEFORE THE DATE OF | SSUANCE SPECI FI ED | N SUBPARAGRAPH (1)
OR WTH N NO MORE THAN TEN DAYS AFTER THE DATE, A FILING
HAS BEEN MADE BY OR ON BEHALF OF THE FI NANCI NG PARTY TO
PROTECT THAT SECURI TY | NTEREST | N ACCORDANCE W TH THE
PROCEDURES PRESCRI BED BY THE COWM SSI ON UNDER THI S
SUBSECTI ON.  ANY FI LI NG I N RESPECT TO SUCH TRANSI TI ON
BONDS SHALL TAKE PRECEDENCE OVER ANY OTHER FI LI NG

(I'r1) THE LI EN UNDER SUBPARAGRAPH (1) 1S ENFORCEABLE
AGAI NST THE ASSI GNEE AND ALL THI RD PARTI ES, | NCLUDI NG
JUDI Cl AL LI EN CREDI TORS, SUBJECT ONLY TO THE RI GHTS OF
ANY THI RD PARTI ES HOLDI NG SECURI TY | NTERESTS I N THE
| NTANG BLE TRANSI TI ON PROPERTY PREVI OQUSLY PERFECTED I N
THE MANNER DESCRI BED IN TH' S SUBSECTI ON | F VALUE HAS BEEN
G VEN BY THE PURCHASERS OF TRANSI TI ON BONDS. A PERFECTED
LI EN I N I NTANG BLE TRANSI TI ON PROPERTY | S A CONTI NUOUSLY
PERFECTED SECURI TY | NTEREST | N ALL REVENUES AND PROCEEDS
ARI SI NG W TH RESPECT TO THE ASSOCI ATED | NTANG BLE
TRANSI TI ON PROPERTY, WHETHER OR NOT REVENUES HAVE
ACCRUED. | NTANG BLE TRANSI TI ON PROPERTY CONSTI TUTES
PROPERTY FOR THE PURPCSES OF CONTRACTS SECURI NG
TRANSI TI ON BONDS, VWHETHER OR NOT' THE RELATED REVENUES
HAVE ACCRUED. THE LI EN CREATED UNDER THI S PARAGRAPH | S
PERFECTED AND RANKS PRI OR TO ANY OTHER LI EN, | NCLUDI NG
ANY JUDI Cl AL LI EN, VWH CH SUBSEQUENTLY ATTACHES TO THE
I NTANG BLE TRANSI TI ON PROPERTY; TO THE | NTANG BLE
TRANSI TI ON CHARGES; AND TO THE QUALI FI ED RATE ORDER AND
ANY RI GHTS CREATED BY THE ORDER OR ANY PROCEEDS OF THE
ORDER. THE RELATIVE PRIORI TY OF A LI EN CREATED UNDER THI S
PARAGRAPH | S NOT DEFEATED OR ADVERSELY AFFECTED BY
CHANCES TO THE QUALI FI ED RATE ORDER OR TO THE | NTANG BLE
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1 TRANSI TI ON CHARGES PAYABLE BY ANY CUSTOVER

2 (1'V) THE RELATIVE PRIORITY OF A LI EN CREATED UNDER

3 TH' S PARAGRAPH | S NOT DEFEATED OR ADVERSELY AFFECTED BY

4 THE COW NGLI NG OF REVENUES ARI SI NG W TH RESPECT TO

5 I NTANG BLE TRANSI TI ON PROPERTY W TH FUNDS OF THE ELECTRI C
6 UTILITY OR OTHER FUNDS OF THE ASSI GNEE.

7 (V) | F AN EVENT OF DEFAULT OCCURS UNDER APPROVED

8 TRANSI TI ON BONDS, THE HOLDERS OF TRANSI TI ON BONDS OR

9 THEI R AUTHORI ZED REPRESENTATI VES, AS SECURED PARTI ES, MNAY
10 FORECLOSE OR OTHERW SE ENFORCE THE LI EN I'N THE | NTANG BLE
11 TRANSI TI ON PROPERTY SECURI NG THE TRANSI TI ON BONDS,

12 SUBJECT TO THE RI GHTS OF ANY THI RD PARTI ES HOLDI NG PRI OR
13 SECURI TY | NTERESTS | N THE | NTANG BLE TRANSI TI ON PROPERTY
14 PERFECTED | N THE MANNER PROVI DED IN TH' S SUBSECTI ON. UPON
15 APPLI CATI ON BY THE HOLDERS OR THEI R REPRESENTATI VES,

16 W THOUT LIM TI NG THEI R OTHER REMEDI ES, THE COVM SSI ON

17 SHALL ORDER THE SEQUESTRATI ON AND PAYMENT TO THE HOLDERS
18 OR THEI R REPRESENTATI VES OF REVENUES ARI SI NG W TH RESPECT
19 TO THE | NTANG BLE TRANSI TI ON PROPERTY PLEDGED TO THE
20 HOLDERS. AN CRDER UNDER THI S SUBPARAGRAPH SHALL REMAIN I'N
21 FULL FORCE AND EFFECT NOTW THSTANDI NG ANY BANKRUPTCY,
22 REORGANI ZATI ON, OR OTHER | NSOLVENCY PROCEEDI NGS W TH
23 RESPECT TO THE ELECTRI C UTI LI TY OR ASSI GNEE.
24 (4) THE COW SSI ON SHALL ESTABLI SH AND MAI NTAIN A
25 SEPARATE SYSTEM OF RECORDS TO REFLECT THE DATE AND TI ME OF
26 RECEI PT OF ALL FI LI NGS MADE UNDER THI S SUBSECTI ON AND NAY
27 PROVI DE THAT TRANSFERS OF | NTANG BLE TRANSI TI ON PROPERTY TO
28 AN ASSI GNEE BE FI LED | N ACCORDANCE W TH THE SAME SYSTEM
29 (E) TRUE SALE. --A TRANSFER OF | NTANG BLE TRANSI TI ON PROPERTY

30 BY AN ELECTRIC UTILITY TO AN ASSI GNEE VH CH THE PARTI ES HAVE I N
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THE GOVERNI NG DOCUMENTATI ON EXPRESSLY STATED TO BE A SALE OR
OTHER ABSOLUTE TRANSFER, I N A TRANSACTI ON APPROVED I N A

QUALI FI ED RATE ORDER, SHALL BE TREATED AS AN ABSCLUTE TRANSFER
OF ALL OF THE TRANSFEROR S RI GHT, TITLE AND | NTEREST, AS IN A
TRUE SALE, AND NOT AS A PLEDGE OR OTHER FI NANCI NG, OF THE

| NTANG BLE TRANSI TI ON PROPERTY, OIHER THAN FOR FEDERAL AND STATE
I NCOVE AND FRANCHI SE TAX PURPOSES. GRANTI NG TO HOLDERS OF

TRANSI TI ON BONDS A PREFERRED RI GHT TO THE | NTANG BLE TRANSI TI ON
PROPERTY OR THE PROVI SI ON BY THE ELECTRI C UTI LI TY OF ANY CREDI T
ENHANCEMENT W TH RESPECT TO TRANSI TI ON BONDS SHALL NOT | MPAI R OR
NEGATE THE CHARACTERI ZATI ON OF ANY TRANSFER AS A TRUE SALE,
OTHER THAN FOR FEDERAL AND STATE | NCOVE AND FRANCHI SE TAX
PURPOSES. A TRANSFER OF | NTANG BLE TRANSI TI ON PROPERTY SHALL BE
DEEMED PERFECTED AS AGAI NST THI RD PERSONS, | NCLUDI NG ANY

JUDI Cl AL LI EN CREDI TORS, WHEN ALL OF THE FOLLOW NG HAVE TAKEN
PLACE:

(1) THE COW SSI ON HAS | SSUED THE QUALI FI ED RATE ORDER
CREATI NG | NTANG BLE TRANSI TI ON PROPERTY.

(2) A SALE OR TRANSFER CF THE | NTANG BLE TRANSI Tl ON
PROPERTY | N VRl TI NG HAS BEEN EXECUTED AND DELI VERED TO THE
ASS| G\EE.

(F) ACTIONS W TH RESPECT TO | NTANG BLE TRANSI TI ON CHARGES. - -

(1) NOTHI NG IN TH' S CHAPTER SHALL ENTI TLE ANY PERSON TO
BRI NG AN ACTI ON AGAI NST A RETAI L ELECTRI C CUSTOVER FOR
NONPAYMENT OF | NTANG BLE TRANSI TI ON CHARGES, OTHER THAN THE
ELECTRI C UTI LI TY, | TS SUCCESSOR OR ANY OTHER ENTI TY VWH CH
PROVI DES ELECTRI C SERVI CE TO A PERSON THAT WAS A CUSTOMER OF
AN ELECTRI C UTI LI TY LOCATED WTHI N THE CERTI FI CATED TERRI TORY
OF THE ELECTRI C UTILITY ON THE EFFECTI VE DATE OF TH S CHAPTER
OR THAT BECAME A CUSTOMER OF ELECTRI C SERVI CES W THI N SUCH
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TERRI TORY AFTER THE EFFECTI VE DATE OF TH S CHAPTER AND | S

STILL LOCATED W THI N SUCH TERRI TORY.

(2) THE COW SSI ON HAS EXCLUSI VE JURI SDI CTI ON OVER ANY

DI SPUTE ARI SI NG QUT OF THE OBLI GATI ONS, TO | M\POSE AND COLLECT

I NTANG BLE TRANSI TI ON CHARGES, OF AN ELECTRIC UTILITY, ITS

SUCCESSOR OR ANY OTHER ENTI TY WH CH PROVI DES ELECTRI C SERVI CE

TO A PERSON THAT WAS A CUSTOVER OF AN ELECTRI C UTILITY

LOCATED W THI N THE CERTI FI CATED TERRI TORY OF THE ELECTRI C

UTI LITY ON THE EFFECTI VE DATE OF TH S CHAPTER OR THAT BECAME

A CUSTOVER OF ELECTRI C SERVI CES W THI N SUCH TERRI TORY AFTER

THE EFFECTI VE DATE OF TH S CHAPTER AND | S STI LL LOCATED

W TH N SUCH TERRI TCRY.

(G DEFINITIONS.--AS USED I N TH S SECTI ON, THE FOLLOW NG
WORDS AND PHRASES SHALL HAVE THE MEANINGS G VEN TO THEM IN THI S
SUBSECTI ON:

"ASSI GNEE. " AN ENTI TY, | NCLUDI NG A CORPORATI OQN, PUBLIC
AUTHORI TY, TRUST OR FI NANCI NG VEHI CLE, TO WH CH AN ELECTRIC
UTI LI TY ASSI GNS, SELLS OR TRANSFERS OTHER THAN AS SECURI TY ALL
OR A PORTION OF I'TS INTEREST IN OR RIGHT TO | NTANG BLE
TRANSI TI ON PROPERTY. THE TERM | NCLUDES AN ENTI TY, | NCLUDI NG A
CORPCORATI ON, PUBLI C AUTHORI TY, TRUST OR FI NANCI NG VEHI CLE TO
VWH CH A DI RECT ASSI GNEE OF AN ELECTRI C UTILITY MAY ASSI GN, SELL
OR TRANSFER OTHER THAN AS SECURITY I TS | NTEREST IN OR RIGHT TO
| NTANG BLE TRANSI TI ON PROPERTY.

"“FI NANCI NG PARTY." A HOLDER OF TRANSI TI ON BONDS, | NCLUDI NG
TRUSTEES, COLLATERAL ACGENTS AND OTHER ENTI TI ES ACTI NG FOR THE
BENEFI T OF SUCH A HOLDER.

"I NTANG BLE TRANSI TI ON CHARGES. " THE AMOUNTS AUTHORI ZED TO
BE | MPOSED ON ALL CUSTOMER BI LLS AND COLLECTED, THROUGH A NON\-
BYPASSABLE MECHANI SM BY THE ELECTRIC UTILITY OR I TS SUCCESSOR OR
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BY ANY OTHER ENTI TY WH CH PROVI DES ELECTRI C SERVI CE TO A PERSON
THAT WAS A CUSTOMER OF AN ELECTRI C UTI LI TY LOCATED W THI N THE
CERTI FI CATED TERRI TORY OF THE ELECTRI C UTI LI TY ON THE EFFECTI VE
DATE OF THI S CHAPTER OR THAT, AFTER TH S EFFECTI VE DATE OF THI S
CHAPTER, BECAME A CUSTOVER OF ELECTRI C SERVI CES W THI N SUCH
TERRI TORY, AND IS STILL LOCATED W THI N SUCH TERRI TORY, TO
RECOVER QUALI FI ED TRANSI TI ON EXPENSES PURSUANT TO A QUALI FI ED
RATE ORDER. THE AMOUNTS SHALL BE ALLOCATED TO CUSTOVER CLASSES
IN A MANNER THAT DOES NOT SHI FT | NTER- CLASS OR | NTRA- CLASS COSTS
AND MAI NTAI NS CONS|I STENCY W TH THE ALLOCATI ON METHODOLOGY FOR
UTI LI TY PRODUCTI ON PLANT ACCEPTED BY THE COMM SSI ON | N THE
ELECTRI C UTI LI TY' S MOST RECENT BASE RATE PROCEEDI NG
"I NTANG BLE TRANSI TI ON PROPERTY. "
(1) THE PROPERTY RI GHT CREATED UNDER THI S SECTI ON
REPRESENTI NG THE | RREVOCABLE RI GHT OF THE ELECTRI C UTILITY OR
AN ASSI GNEE TO RECEI VE THROUGH | NTANG BLE TRANSI TI ON CHARGES
AMOUNTS SUFFI Cl ENT TO RECOVER ALL OF I TS QUALI FI ED TRANSI TI ON
EXPENSES. THE TERM | NCLUDES ALL RI GHT, TITLE AND | NTEREST OF
THE ELECTRI C UTI LI TY OR ASSI GNEE | N THE QUALI FI ED RATE ORDER
AND I'N ALL REVENUES, COLLECTIONS, CLAI MS, PAYMENTS, MONEY OR
PROCEEDS OF OR ARI SI NG FROM | NTANG BLE TRANSI TI ON CHARCES
PURSUANT TO THE ORDER, TO THE EXTENT THAT, | N ACCORDANCE W TH
TH S CHAPTER, THE ORDER AND THE RATES AND OTHER CHARGES
AUTHORI ZED UNDER THE ORDER ARE DECLARED TO BE | RREVOCABLE.
(2) | NTANG BLE TRANSI TI ON PROPERTY SHALL ARI SE AND EXI ST
ONLY WHEN, AS, AND TO THE EXTENT THAT, AN ELECTRIC UTILITY OR
ASSI GNEE HAS QUALI FI ED TRANSI TI ON EXPENSES FOR VH CH
| NTANG BLE TRANSI TI ON CHARGES ARE AUTHORI ZED | N A QUALI FI ED
RATE ORDER THAT HAS BECOVE EFFECTI VE | N ACCORDANCE W TH
SUBSECTI ON (A) AND SHALL THEREAFTER CONTI NUOUSLY EXI ST TO THE
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EXTENT PROVI DED | N THE ORDER.

"QUALI FI ED RATE ORDER. " AN ORDER OF THE COW SSI ON ADOPTED
I N ACCORDANCE W TH THI' S SECTI ON, AUTHORI ZI NG THE | MPGSI TI ON AND
COLLECTI ON OF | NTANG BLE TRANSI TI ON CHARGES.

"QUALI FI ED TRANSI TI ON EXPENSES. " THE TRANSI TI ON OR STRANDED
COSTS OF AN ELECTRI C UTI LI'TY APPROVED BY THE COWM SSI ON FOR
RECOVERY UNDER SECTI ONS 2804 ( RELATI NG TO STANDARDS FCR
RESTRUCTURI NG OF ELECTRI C | NDUSTRY) AND 2808 ( RELATING TO
COVPETI TI VE TRANSI TI ON CHARGE), THROUGH THE | SSUANCE OF
TRANSI TI ON BONDS; THE COSTS OF RETI RI NG EXI STI NG DEBT OR EQUI TY
CAPI TAL OF THE ELECTRIC UTILITY OR I TS HOLDI NG COVPANY PARENT,

I NCLUDI NG ACCRUED | NTEREST AND ACQUI SI TI ON OR REDEMPTI ON

PREM UM COSTS OF DEFEASANCE, AND OTHER RELATED FEES, COSTS AND
CHARCES RELATI NG TO, THROUGH THE | SSUANCE OF TRANSI TI ON BONDS OR
THE ASSI GNVENT, SALE OR OTHER TRANSFER OF | NTANG BLE TRANSI TI ON
PROPERTY; AND THE COSTS | NCURRED TO | SSUE, SERVI CE OR REFI NANCE
THE TRANSI TI ON BONDS, | NCLUDI NG ACCRUED | NTEREST AND ACQUI SI TI ON
OR REDEMPTI ON PREM UM AND OTHER RELATED FEES, COSTS AND
CHARCES, OR TO ASSI GN, SELL OR OTHERW SE TRANSFER | NTANG BLE
TRANSI TI ON PROPERTY.

"TRANSI TI ON BONDS. " BONDS, DEBENTURES, NOTES, CERTI FI CATES
OF PARTI Cl PATI ON OR OF BENEFI Cl AL | NTEREST OR OTHER EVI DENCES OF
| NDEBTEDNESS OR OMNERSHI P WHI CH:

(1) ARE | SSUED BY OR ON BEHALF OF THE ELECTRI C UTI LI TY

OR ASS| GNEE PURSUANT TO A QUALI FI ED RATE ORDER;

(2) ARE SECURED BY OR PAYABLE FROM | NTANG BLE TRANSI TI ON

PROPERTY; AND

(3) REACH FINAL MATURITY I N NO LONGER THAN TEN YEARS.

SECTION 5. THE PROVI SIONS OF TH S ACT ARE SEVERABLE. | F ANY

PROVI SION OF THI S ACT OR | TS APPLI CATI ON TO ANY PERSON OR
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1 C RCUMSTANCE | S HELD I NVALI D, THE I NVALI DI TY SHALL NOT AFFECT

2 OTHER PROVI SI ONS OR APPLI CATIONS OF TH 'S ACT WH CH CAN BE G VEN
3 EFFECT WTHOUT THE | NVALI D PROVI SI ON OR APPLI CATI ON.

4 SECTION 6. TH S ACT SHALL TAKE EFFECT JANUARY 1, 1997.
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