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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2537 *5e”

| NTRODUCED BY TULLI, D. R WRIGHI, HASAY, MARSI CO ROONEY,
GRUPPO, COLAI ZZO AND SERAFI NI, APRIL 10, 1996
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AN ACT

Provi ding for customer choice of suppliers of electric
generation services, for powers and duties of the
Pennsyl vania Public Utility Comm ssion; establishing the
Uni versal Service Fund; PROVI DI NG FOR CONSUMER CHO CE I N THE
CASE OF ELECTRI C COOPERATI VE CORPCRATI ONS; and naki ng
repeal s.
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SECTI ON 503. REPEALS.
SECTI ON 504. EFFECTI VE DATE
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Seetton—t—Short—titte—
CHAPTER 1
RETAI L CONSUMER CHO CE
SECTI ON 101. SHORT TI TLE.
Thi s aet CHAPTER shall be known and nmay be cited as the
Electric Uility Retail Custoner Choice Act.
Section 2 102. Statenent of purpose.
The CGeneral Assenbly finds and declares as foll ows:

(1) The generation of electricity is not a natural
nmonopol y and should not be regulated as if it were a NATURAL
nonopol y.

(2) Regulation of the nmonopoly electric industry under
66 Pa.C.S. Pt. | (relating to public utility code) has
resulted in rates that average approxi mately 15% hi gher than
t he nati onal average and which vary consi derably anong public
utilities.

(3) High rates and rate disparities hinder the sustained
and orderly econom c devel opnment of the Commonweal t h.

(4) Restructuring the electric generation industry to
facilitate retail conpetition will |ower prices, increase
custoner choice and inprove the quality and variety of
generation services available in this Conmonweal th, thereby
pronoting the public interest.

(5) It is technically and adm nistratively practical to
restructure the electric industry in this Conmonwealth to

pronote retail custoner choice.

19960H2537B3818 - 3 -



1 (6) Conpetitive whol esal e generation will not provide

2 substantially | ower prices or any custoner choice to retai

3 custoners because public utilities supply approximately 95%
4 of their generation requirenents through base rate generation
5 that they own to captive custoners in their retail service

6 territory and not through a conpetitive whol esal e market.

7 (7) Retail customer choice of electric generation is

8 necessary and proper to prevent—ecurrent—industry pressures

9 from-shiftingecosts—ofserviceto—captiverwonopoly SHARE THE
10 BENEFI TS OF COMPETI TI ON AMONG ALL custoners.

11 (8) Therefore, the General Assenbly hereby finds that it
12 isin the public interest to permt all retail electric

13 custoners to choose their supplier of electric generation

14 services in a conpetitive market and to continue to regul ate
15 el ectric transm ssion and distribution and sone aspects of

16 generation in order to provide safe and reliable electricity
17 at the | owest possible prices for consunmers VH LE MAI NTAI NI NG
18 THE PUBLI C BENEFI T WORKS OF ENVI RONVENTAL PROTECTI ON AND LOW
19 | NCOVE ASS| STANCE, THE STANDARDS OF WORKER AND PUBLI C SAFETY
20 AND THE CONSUMER SERVI CES OF CUSTOVER ASSI STANCE AND
21 RELI ABI LI TY. This policy shall be inplemented in a way which
22 is just, reasonable and efficient for electric utilities
23 generating, transmtting and selling electricity, as well as
24 residential, commercial and industrial classes of consuners.

25 Section 3 103. Definitions.

26 The foll ow ng words and phrases when used in this aet CHAPTER
27 shall have the neanings given to themin this section unless the
28 context clearly indicates otherw se:

29 "Conmi ssion.” The Pennsylvania Public Utility Conm ssion.

30 "Fund." The Universal Service Fund.

19960H2537B3818 - 4 -
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"LDU." Local distribution utility.
"Plan." The plan adopted under section 4 104. <—
"Regul atory assets." Assets which are included on the
bal ance sheet of electric utilities with an A SPECI FI C assurance <—
fromthe Pennsylvania Public Uility Comm ssion that future rate
determ nations will include such assets.
"RP." The recovery pl an.
"Stranded investnent." Regulatory assets, nonutility
generation contracts and other utility investnents rendered
uneconom c as a result of inplenentation of this act. The val ue
of uneconom c utility investnments shall be cal cul ated as
stranded i nvestnents for the purposes of this aet CHAPTER based <—
on the net difference between the enbedded costs of assets
currently recovered through the base rates of a public utility
and the price recoverable for such costs as a result of the
change to a conpetitive market after prudent, thorough and
aggressive mtigation efforts. The termshall not include any
di fference between asset book val ue and market val ue due to
whol esal e conpetition or market value for any reason other than
the industry restructuring for retail generation conpetition
under this act. The termal so shall not include any assets which
have been determ ned not to be prudent or used and useful by the
Pennsyl vania Public Utility Conmm ssion.
Section 4 104. Plan for custoner choice in this Conmonweal th's <—
electricity market.
(a) Adoption.--The conm ssion shall adopt a plan on or
before April 1, 1997, to reorganize this Cormmonwealth's electric
i ndustry, consistent with the policies and procedures
est abl i shed under this aet CHAPTER <—

(b) Transition period.--The plan adopted by the conm ssion

19960H2537B3818 - 5 -
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under this aet CHAPTER shall establish a transition period
pursuant to which all Commonwealth retail electric custoners

shall have the opportunity to choose suppliers of electric

generation services. The transition period shall begin no |ater

than January 1, 1998, and end no |l ater than Decenber 30, 2002.

Al'l retail consuners shall have the opportunity to choose

suppliers of electric servieces—wthinfiveyears—ofthe
effeeti-ve—date—ofthis—aect— CENERATI ON SERVI CES W THI N THE

TRANSI TI ON PERI OD. THE REGULATED BASE RATES OF EXI STI NG ELECTRI C

UTI LI TITES SHALL REMAI N UNCHANGED DURI NG THE TRANSI TI ON PERI CD.
(c) Contents of plan.--The plan shall incorporate the
subst ance of sections 5—+threugh—311 105 THROUCGH 111
Section 5 105. Vertical disaggregation of electric industry.
(a) GCeneral rule.--Existing electric utilities shal
functionally separate el ectric generation, transm ssion and
di stribution assets and operations. PUBLIC UTILITIES SHALL
| NTERACT W TH AFFI LI ATES ACCORDI NG TO RULES, REGULATI ONS AND
STANDARDS OF CONDUCT ADOPTED BY THE COWM SSI ON
(b) Distribution.--
(1) Existing electric utilities shall begranted—a
merepoely RETAIN ALL EXI STI NG RI GHTS AND OBLI GATI ONS to

provide |l ocal electric distribution services in their

existing service territories. Each local distribution utility

shall distribute electricity AND | MPLEMENT ALL CUSTOVER
SERVI CE PROGRAMS UNDER THI'S ACT OR BY THE COWM SSI ON. EACH
LDU MAY, AT I TS OPTION, provide neter reading, billing and

ot her customer service functions. anrdinplerent—all—custoner

serviee—progrars—under—th-s—aet—or—by—the ecommssten— Fach

LDU shall have the duty to connect and deliver electricity to

all consumers in its service territory at the sane,

19960H2537B3818 - 6 -
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nondi scrimnatory prices and access as is nade avail abl e by
the LDU to its own generation custoners UNTIL THE END OF THE <—
TRANSI TI ON PERI OD.

(2) Local distribution facilities shall include al
prudently incurred assets used and useful in the provision of
| ocal distribution services under this aet CHAPTER LDU s <—
shall operate all local distribution facilities at the |owest
cost consistent with safe and reliable service. STANDARDS OF <—
PERSONNEL STAFFI NG SUFFI Cl ENT TO PROTECT THE HEALTH, SAFETY
AND VWELFARE OF THE PUBLI C AND OF ELECTRI C UTI LI TY EMPLOYEES
SHALL BE SET AND ALL ELECTRI C UTI LI TY WORK WHI CH | S PERVMANENT
I N NATURE SHALL BE PERFORMED BY ELECTRI C UTI LI TY EMPLOYEES.
APPRENTI CESH P AND TRAI NI NG STANDARDS SHALL BE DEVELOPED BY
LABOR AND MANAGEMENT COWM TTEES VWH CH SHALL BE APPROVED BY
THE COW SSI ON. ALL PERSONNEL SHALL SUCCESSFULLY COVPLETE THE
APPL| CABLE APPRENTI CESH P PROGRAMS AND RECEI VE PERI ODI C
TRAI NI NG, | NCLUDI NG ALL VENDCORS EMPLOYED BY THE UTI LI TY.

(3) The conm ssion shall establish just and reasonabl e
rates for unbundl ed | ocal distribution services which are
designed to recover the cost of providing all services WVHHCH <—
SHALL | NCLUDE DI STRI BUTI ON | NFRASTRUCTURE, | NCLUDI NG BUT NOT
LIMTED TO PRI MARY AND SECONDARY LI NES, TRANSFCRVERS,
SW TCHES, POLES AND VAULTS, required under this aet CHAPTER <—
or by the conm ssion. Rates shall be based upon cost of
service, performance-based incentive and other considerations
to pronote efficient, safe and reliable service at the | owest
cost.
(c) Transm ssion.--

(1) Both LDU s and ot her conpanies which are not LDU s

or public utilities may own transm ssion facilities.

19960H2537B3818 - 7 -



1 (2) Transmission facilities are all assets of a public

2 utility prudently incurred and used and useful in the

3 transm ssion of electricity fromgenerating facilities to

4 | ocal distribution facilities. No public utility or LDU may
5 control the operation of transm ssion facilities except as

6 directed by a qualified i ndependent system operator pursuant
7 to section 8 108. Transmission facilities may be controll ed
8 only by a qualified i ndependent system operator pursuant to
9 section 8 108, although public utilities and LDU s may

10 physically operate and maintain transm ssion facilities under
11 the control of a qualified i ndependent system operator.

12 (3) Transm ssion services shall be avail able for

13 nondi scrimnatory use by all generators AGGREGATCRS and LDU s
14 and customers. The conm ssion shall regulate all aspects of
15 transm ssion rates and services not subject to the exclusive
16 jurisdiction of the Federal Energy Regul ati on Conm ssi on.

17 (d) Generation.--

18 (1) Public utilities and LDU s may own el ectric

19 generation assets. No—tLbd-shal—selH—eleectriec—generation
20 i I | . hei . . ’
21 except—as—expresstypermttedunder—this—aect— Public

22 utilities and LDU s nay sell generation directly to a

23 qual i fied power pool or through a direct contract.

24 (2) Public utilities and LDU s shal+ MAY of fer unbundl ed
25 generation services as approved by the comm ssion. Prices for
26 unbundl ed generation services shall not be established by the
27 commi ssion, but shall be determ ned by conpetitive nmarket

28 forces. except—thatthe commssion—myestablish-price
29
30 pHrsuant—to-seetton—2—

19960H2537B3818 - 8 -
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(3) The conm ssion shall adopt a plan designed to perm't

all generators of electricity to conpete equally to supply

power in this Comonwealth and to mtigate concentrations of

undue mar ket power.
Section 6 106. Retail customer choi ce.

The plan shall provide for the broadest practical retai
custoner choice and an opportunity for all consunmers to benefit
fromthe economc efficiencies of the restructured electric
i ndustry, consistent with the requirenents of this aet CHAPTER
Retail customers may choose their providers of electric
generation services through the foll owi ng neans:

(1) Retail customers may instruct their LDU to transmt

power purchased on their behalf fromthe power pool at prices

determ ned by eirther:
(1) average nonthly power pool prices; e~
(ii) hourly prices billed through a tinme of use
nmeter; OR
(I'11) OTHER PRI Cl NG MECHANI SM APPROVED BY THE

COW SSI ON.

(2) Retail customers nmay negotiate a direct contract
with a generator of electricity which shall be transmtted
and distributed to the retail customer, subject to the
restrictions contained in paragraph (4)(iv).

(3) Retail custonmers nmay choose to receive generation
and ot her energy services by a market aggregator. Market
aggregators may generate electricity directly, buy and sel
electricity or enter into financial contracts for electric
generation resources. Market aggregators may be brokers,

cooperatives, buying clubs, municipalities or other entities

whi ch buy or arrange for electric generation services through

19960H2537B3818 - 9 -
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t he power pool or through direct contracts. LDU s nmay perform
the role of market aggregator for any retail custoner in this
Commonweal th. LDU s shall have the duty to provide narket
aggregation services for any local retail distribution
customer within their exclusive distribution service
territory who has not chosen an alternative source of
generation. The conm ssion shall encourage SET FORTH
STANDARDS TO ENSURE t he participation of market aggregators
serving all classes of custoners.

(4) Custoner choice shall be phased in to pronote the
orderly devel opnment of the power pool and contracting
mechani snms to ensure an efficient and reliable electric
i ndustry. This shall be acconplished as foll ows:

(i) Al retail custonmers may choose to purchase
el ectric generation through the power pool, market
aggregators or their LDU as a market aggregator or under
regul ated base rates as of January 1, 1998.

(i1i) LDU s serving custoners who have chosen to
receive electric generation services under regul ated base
rates shall retain sufficient generation resources to
neet its custoners' service requirenments under regul ated
rates.

(i) LDU s serving as nmarket aggregators may
purchase el ectric generation through any conbi nati on of
power pool, direct contracts with generators or other
aggregators, as necessary to develop a portfolio of
reliable, conpetitive generation services, but LDU s nmay
not contract with any affiliate.

(iv) Each LDU shall file a proposal, for adoption by

t he comm ssion after an open public evidentiary hearing

19960H2537B3818 - 10 -
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wi th proper notice and the opportunity of all parties to
cross-exam ne w tnesses, providing for the phasing in of
retail customer direct contracts with the generation
supplier of their choice and providing for direct access
to the transm ssion and distribution systens. The phase-
in adopted by the conmi ssion shall permt all classes of
custoners an equal opportunity to enter into direct
contracts. During the cal endar year:
(A) 1998 AND 1999, no nore than 108% 25% of the
retail distribution requirenents within its nonopoly
di stribution service territory shall be supplied

t hrough direct contracts.

B | : F i stributi

coptraects—

S (B) 2000 through 2002, no nore than 36% 50%
of LDU distribution requirenents shall be supplied
t hrough direct contracts.

(5) Until the conclusion of the transition period,

retail custonmers may choose to continue to remain custoners

of their existing public utility paying regul ated rates

authorized by tariffs approved by the comm ssion. Custoners

choosing this option shall have rates capped for generation

services as of the effective date of this aet CHAPTER

Custoners choosing this option shall be exenpt from paynent

of any separate conpetitive transition charge.

Section # 107. Conpetitive transition charges.

(a)

Pl an provisions.--The plan shall provide for the

identification of the types, character and levels of utility

costs clained as stranded i nvestnent due to inplenentation of

19960H2537B3818 - 11 -
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this aet CHAPTER Stranded investnents shall, w thout
[imtation, include contracts with nonutility generators,
regul atory assets and public utility generating assets. The pl an
shall provide for the identification of other transition costs
incurred by public utilities due to restructuring of the
el ectric industry under this aet CHAPTER The plan shall provide
that stranded investnents and other transition costs may be
recovered by public utilities solely as permtted under this aet
CHAPTER

(b) Recovery of stranded investnent.--

(1) Public utilities shall be permtted to recover
qual i fied stranded investnent subject to procedures and
st andards under this aet CHAPTER and those established by the
conmi ssi on.

(2) Public utilities and nonutility generators shal
attenpt to mtigate the costs of any power purchase contracts
which are in effect as of the effective date of this aet
CHAPTER for which the contract price of generation is above
the market price for generation. One hundred percent of any
unm tigated costs of such contracts that are above the nmarket
price for generation shall be recoverable by the public
utility.

(3) One hundred percent of regulatory assets approved by
t he comm ssion as of the effective date of this ast CHAPTER
shall be qualified for recovery under subsections (e), (f)
and (Qg).

(4) Public utilities shall have the duty to mtigate
stranded investnent in utility-owned generation and be

eligible for recovery of unmtigated costs under subsections

(e), (f) and (9g).

19960H2537B3818 - 12 -
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1 (5) Oher stranded investnments shall be qualified for

2 inclusion in the recovery account, subject to any mitigation
3 requi renents approved by the conm ssion.

4 (c) Recovery of other transition costs.--Public utilities

5 shall be permtted to recover other qualified unmtigated

6 transition costs through the recovery account under subsection
7 (g) as approved by the comm ssion.

8 (d) Duty to mtigate.--Public utilities shall have the duty
9 to prudently and aggressively mtigate eertatn stranded

10 investnents and other transition costs as of the effective date
11 of this aet CHAPTER Unmitigabl e stranded investnments may be

12 qualified for inclusion in the recovery account.

13 (e) Stranded investnent and transition cost recovery plan.--
14 (1) Each public utility shall file a recovery plan

15 within three nonths after adoption of the plan by the

16 conmmi ssi on pursuant to section 4(a) 104(A). The RP shal

17 docunent antici pated stranded investnents, other transition
18 costs, mtigation proposals and offsetting increases in the
19 val ue of ot her GENERATI ON assets.
20 (2) The RP shall propose a conpetitive transition
21 surcharge which shall be allocated to all custonmer cl asses
22 pursuant to the nost recent rate design approved by the
23 conmi ssi on subject to paragraph (4).
24 (3) The RP shall permt collection of a conpetitive
25 transition surcharge to recover net, unmtigated stranded
26 i nvestment over a period of not |less than three and no nore
27 than ten years.
28 (4) The RP shall establish net unmitigable stranded
29 i nvestnment and transition costs and a proper recovery period
30 designed to recover akH such costs expeditiously, provided

19960H2537B3818 - 13 -
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that the recovery period and the anount of qualified
transition costs shall yield a conpetitive transition
surcharge which will not cause the total price for electric
power, including transm ssion and distribution services, for
any class of custonmer to exceed the average rates paid by
such class of custonmers as of the effective date of this aet <—
CHAPTER <
(5) Any stranded investnent or transition costs not
recovered under this aet CHAPTER and the RP, as nodified and <—
approved by the comm ssion, within ten years shall not be
recoverable by the public utility.
(f) Conm ssion approval of recovery plan.--
(1) The conm ssion shall conduct open public evidentiary
hearings with proper notice and the opportunity for al
parties to cross-exan ne wi tnesses prior to approval, deni al
or nodification of an RP
(2) The conm ssion shall issue an order adopting an RP
whi ch shall becone effective as of the date of inplenentation
of retail custoner choice.
(3) Sixty days prior to each anniversary of the
effective date of the RP, the public utility shall file an
updated RP with such information as is necessary to adjust
the conpetitive transition surcharge based on actual market
val ues, transition costs, stranded investnents, mtigation
efforts and other circunstances as necessary to conply with
the paraneters for recovery of stranded investnents and
transition costs pursuant to this aet+ CHAPTER For good <—
cause, the commi ssion may adopt an alternative RP foll ow ng
an open public evidentiary hearing with proper notice and the

opportunity for all parties to cross-exam ne w tnesses.

19960H2537B3818 - 14 -



(g) Recovery account.--The approved RP shall establish a
recovery account which item zes approved qualified recovery
costs and recovered anounts, as adjusted by annual RP filings.

Approved qualified recovery costs may be recovered during a

1

2

3

4

5 recovery period as foll ows:
6 (1) 3 years - 100%
7 (2) 4 years - 95%
8 (3) 5 years - 90%
9

(4) 6 years - 85%

10 (5) 7 years - 80%

11 (6) 8 years - 75%

12 (7) 9 years - 70%

13 (8) 10 years - 65%

14 (h) Duty to cooperate.--

15 (1) Public utilities shall have a duty to cooperate with

16 the comm ssion in the inplenmentation of this aet+ CHAPTER as a <—
17 precondition for recovery of otherw se qualified recovery

18 costs.

19 2y—Fhe—Ceneratl—Assenblby—tinrds—that—puble—wtHHties <—
20 I Lied I : Lati . i

21 . Ll I - |

95 nd ot od by thi " L de_botl :
23 bonek | | disl : : bl ities T I

24 (2) THE GENERAL Assenbly hereby alse finds that <—
25 custoners have been paying prices for electric generation

26 that are substantially higher than a conpetitive nmarket would

27 provi de and therefore already have been burdened with

28 substantial costs of stranded investnment. It is the policy of

29 this Commonweal th to nove towards a nore efficient electric

30 generation industry by distributing both the benefits of

19960H2537B3818 - 15 -



© 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

conpetitive prices and the burdens of stranded investnents
and transition costs widely and fairly anong sharehol ders and
cust oners.
(3) Approval of an RP and collection of any stranded
i nvestrment or transition costs shall be deened a settl enent
of all such clains by a public utility. No public utility
seeking to establish clains for recovery of stranded
i nvestnments or transition costs through any other means shal
be eligible for recovery pursuant to an RP or the collection
of a conpetitive transition surcharges.
Section 8 108. Independent system operator.
Al'l public utilities and LDU s in this Conmonweal th shal
participate in a qualified transm ssion networ k—Ceerdi-ration—of

on. o I i stribution faciliti
neluded_i | I : bl " f oy
f oot I f on hal l_i : Ly  nd I

system-operator—oenly—upon—comm-ssion—approeval AS A CONDI TION TO
BEI NG GRANTED A CERTI FI CATE OF PUBLI C CONVENI ENCE under 66

Pa.C. S. 8 1102(a)(2) (relating to enuneration of acts requiring

certificate). Ar+ndependent—systemoperator—shall—bequalified
i . : bl 1 i ndi

by—the—comm-ssion—that— THE QUALI FI ED TRANSM SSI ON NETWORK
SHOULD SATI SFY THE FOLLOW NG CRI TERI A:

(1) The Federal Energy Regul atory Comm ssion or any
ot her appropriate regul atory body has approved
nondi scrim natory access and pricing for transm ssion
services provided by the system

(2) The independent system operator is neither owned nor
operated by any entity owning transm ssion or generation

facilities.

19960H2537B3818 - 16 -



© 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

it bids § o | s
(3) THE TRANSM SSI ON NETWORK SHALL BE OPERATED ACCORDI NG <—

TO GOOD UTI LI TY PRACTI CE AND REG ONAL RELI ABI LI TY
CONSI DERATI ONS.

(4) THE | NDEPENDENT SYSTEM OPERATOR SHALL PROVI DE ALL
NECESSARY ANCI LLARY SERVI CES | N A NONDI SCRI M NATORY MANNER.

6} (5) The independent system operator shall coordinate <—
the operational flow of electric power necessitated by the
entry of bilateral contracts between suppliers and custoners
pursuant to those suppliers and customers having direct

access to the transm ssion and distribution systens.

Liod i bl e : o b

- L . | o
19960H2537B3818 - 17 -
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i o basis_i I . i I

i . . I i bt
H—sdeh—ot-her—state—

(6) THE | NDEPENDENT SYSTEM OPERATOR PERM TS THE <—
PARTI CI PATI ON OF ALL SUPPLI ERS OF GENERATI ON AND TRANSM SS| ON
SERVI CES ON A NONDI SCRI M NATORY BASI S.

Section 9 109. Universal service. <—
(a) Findings.--The General Assenbly hereby finds that
uni versal electric service is necessary for the health and well -
being of its citizens and for the sustained and orderly econom c
devel opnent of this Commonweal t h.
(b) Universal service prograns. --

(1) The plan shall include standards for universal
service prograns for retail customers with househol d i ncone
bel ow 150% of Federal poverty guidelines. Universal service
prograns shall be offered by all LDU s.

(2) Universal service prograns shall include usage
reducti on prograns for |owincone househol ds.

(c) Universal Service Fund.--The conmm ssion shall establish
t he Uni versal Service Fund which shall be conpetitively neutra
to suppl ement any public or private funds avail abl e as necessary
to fund the progranms. Local distribution rates shall include an
amount necessary to cover the costs of universal service
benefiting residential customers and shall be paid by all retai
| ocal distribution customers on an equal per kwh basis.

(d) Disbursenments fromfund.--The fund shall be maintai ned
by each LDU. D sbursenents fromthe fund may be nmade as approved
by the conm ssion.

(e) Base rates.--In the absence of base |local distribution

rates hereafter established by the comm ssion, each LDU shal
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fund universal service prograns at the sane level as is
presently included in base rates to support all usage reduction
and uni versal service progranms of each public utility.
Section 46 110. Custoner service. <—
Mai nt enance of custoner service shall remain at existing OR <—
H GHER | evel s. All existing custoner service policies,
procedures and regul ati ons nandated by 66 Pa.C. S. Pt. |
(relating to public utility code) or the comm ssion shall remain
in effect as of the effective date of this aet CHAPTER until <—
such time as duly changed by the comm ssion.
Section 4% 111. O her considerations. <—
The plan shall address:
(1) Maintenance of environnental quality.
(2) The establishnent of standards to maintain the
safety and reliability of the electric industry.
(3) Such other considerations as shall be necessary and
appropriate to efficiently and effectively inplenment the
pur poses of this aet CHAPTER <—
Section 22 112. Market power renediation. <—
(a) Mnitoring.--The comm ssion shall nonitor market power
and its inpact on the proper functioning of a fully conpetitive
mar ket, including, but not limted to, concentrations of asset
owner shi p, mergers and acqui sitions and market power due to
transm ssi on congestion constraints or the existence of supply
war ni ngs, alerts or emergency decl arations by the independent
syst em oper ati on.
(b) Undue nar ket power.--The comm ssion shall have ful
power and authority and shall order steps to renedi ate undue
mar ket power in this Comonweal th. The commi ssion shall adopt

general regul ati ons concerning, and take appropriate specific
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action to renedi ate undue market power, including, but not
limted to, ordering increased functional separation of
generation, transm ssion and distribution functions within a
public utility, corporate reorganization, denial of corporate or
asset acquisition, or divestiture of assets. The comm ssion
shal | establish benchmark price guidelines which prevent
excessive prices during periods of supply warnings, alerts or
ener genci es.

(c) Mtigation of market power.--Prior to the entry of any
mar ket power remedi ati on order other than generally applicable
regul ati ons, the commi ssion shall seek to mitigate market power
in a manner agreed to by all interested parties. In the absence
of such agreenent, the conm ssion shall issue such an order
foll owi ng public hearing with the participation of al
interested parties, and findings that the recommended
remedi ation is necessary to redress undue narket power which is
contrary to the proper functioning of a conpetitive market.
Section 43 113. Certificates of public convenience. <—

Upon the application of any generator, nmarket aggregator,
| ocal distribution utility or any other entity selling electric
generation services to any retail custonmer in this Commonweal t h,
and the approval of such application by the comm ssion evi denced
by its certificate of public convenience first had and obt ai ned,
it shall be lawful for such seller of electric generation
service to begin to offer, render, furnish or supply such
service within this Commonweal th. Certificates shall be granted
upon a showi ng of financial and technical fitness, the
willingness and ability to conply with the requirenents of this
aet CHAPTER, the conm ssion or an independent system operator <—

and such ot her considerations as the conm ssion shall deem
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necessary and proper for the protection of the public and the
proper functioning of the electric industry. The conm ssion
shall not Iimt market entry for econom c reasons or regulate
generation prices. APPLI CANTS APPROVED UNDER THI S SECTI ON SHALL <—
BE SUBJECT TO ALL OTHER REGULATI ONS WHI CH THE COWM SSI ON FI NDS
APPL| CABLE.
CHAPTER 3 <
ELECTRI C COOPERATI VE CORPORATI ONS
SECTI ON 301. DECLARATI ON OF PCLI CY.
THE GENERAL ASSEMBLY FI NDS THAT ELECTRI C COOPERATI VE
CORPORATI ONS VWHI CH OAN AND OPERATE ELECTRI C DI STRI BUTI ON,
TRANSM SSI ON OR GENERATI ON FACI LI TIES IN THI S COVONVEALTH,
VWH CH ARE OPERATED ON A NONPROFI T BASI'S AND VWH CH ARE OANED AND
DEMOCRATI CALLY CONTROLLED BY THE MEMBER CONSUMERS VH 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 THE S COMMONWEALTH. I N PROVI DI NG FOR
CUSTOVER CHO CE FOR THE MEMBER CONSUMERS OF ELECTRI C COOPERATI VE
CORPORATI ONS, THE CGENERAL ASSEMBLY | NTENDS TO PROTECT AND
PRESERVE THE OPERATI ONS AND | NDEPENDENCE OF ELECTRI C COOPERATI VE
CORPORATI ONS BY PROVI DI NG FOR CONTI NUED EXEMPTI ON FOR ELECTRI C
COOPERATI VE CORPORATI ONS FROM THE JURI SDI CTI ON AND CONTROL OF
THE PENNSYLVANI A PUBLI C UTI LI TY COMM 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. THE GENERAL
ASSEMBLY FURTHER | NTENDS TO PROVI DE FOR THE COVPLETE RI GHT OF
ELECTRI C COOPERATI VE CORPORATI ONS TO COWETE W TH OTHERS I N
PROVI DI NG ELECTRI C AND OTHER SERVI CES THROUGHOUT THI S
COVMONVEEAL TH.
SECTI ON 302. APPLI CATI ON.
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W TH THE EXCEPTI ON OF THE CHAPTER 5 PROVI SI ONS RELATI NG TO
ELECTRI C COOPERATI VE CORPORATI ONS, THE PROVI SI ONS OF TH S ACT
VWH CH ARE NOT SET FORTH IN THI' S CHAPTER SHALL NOT APPLY TO
ELECTRI C COOPERATI VE CORPORATI ONS OR TO THE LAWS RELATI NG TO
ELECTRI C COOPERATI VE CORPORATI ONS.

SECTI ON 303. 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:

" DEPARTI NG MEMBER. " A MEMBER CONSUMER SERVED AT RETAIL BY AN
ELECTRI C COOPERATI VE CORPCORATI ON WHO HAS G VEN NOTI CE OF | NTENT
TO RECEI VE GENERATI ON SERVI CE FROM ANOTHER SOURCE, OR WHO I S
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 VWHI CH PROVI DES DI STRI BUTI ON
SERVI CE.

"ELECTRI G- CONSUM NG FACI LI TIES. " THE PHRASE SHALL HAVE THE
MEANI NG ASCRIBED TOIT IN 15 PA C.S. 8§ 7352 (RELATING TO
DEFI NI TI ONS) .

"RETAIL ELECTRI C SERVICE." THE PHRASE SHALL HAVE THE MEANI NG
ASCRIBED TOIT IN 15 PA.C.S. § 7352 (RELATI NG TO DEFI NI TI ONS) .

"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. TOTAL STRANDED COSTS SHALL BE REASONABLY DETERM NED BY
AN ELECTRI C COOPERATI VE AND MAY | NCLUDE, BUT ARE NOT LIM TED TGO,
THE PRO RATA SHARE OF ALL | NVESTMENTS | N ELECTRI C COOPERATI VE
DI STRI BUTI ON, TRANSM SSI ON AND GENERATI ON PLANT AND FACI LI TI ES,
THE PRO RATA SHARE OF FORESEEABLE DECOMM SSI ONI NG COSTS OF
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GENERATI ON FACI LI TIES, THE PRO RATA SHARE OF ALL THEN EFFECTI VE
ELECTRI C COOPERATI VE CONTRACTUAL COWM TMENTS TO OTHERS,
REGULATORY ASSETS, DEFERRED DEBI TS ANDY OR CREDI TS, FI XED
OPERATI ON AND MAI NTENANCE EXPENSES, EXPENDI TURES MADE FOR THE
BENEFI T OF THE DEPARTI NG CUSTOMER AND ALL ADM NI STRATI VE AND
GENERAL AND OTHER COSTS | 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.
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BE DETERM NED ON THE BASI S OF H STORI CAL ENERGY AND CAPACI TY
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USACE BY SUCH CONSUMER- MEMBER, COVPARED TO HI STORI CAL TOTAL
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ENERGY AND CAPACI TY USACGE OF SUCH ELECTRI C COOPERATI VE, OR BY
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SECTI ON 304. CUSTOVER CHO CE | N ELECTRI C COOPERATI VE SERVI CE

=Y
(63}

AREAS.

=Y
(e}

(A) CENERAL RULE. --A PERSON WHO, ON OR AFTER THE EFFECTI VE

=
\l

DATE OF TH S CHAPTER, RECEI VES RETAI L ELECTRI C SERVI CE AT AN

=Y
oo

ELECTRI G- CONSUM NG FACI LI TY FROM AN ELECTRI C COOPERATI VE IN TH' S

=
O

COMWONVEALTH, OR A PERSON VWHO, ON OR AFTER THE EFFECTI VE DATE OF

N
o

TH S CHAPTER, OMNS OR OCCUPI ES AN ELECTRI G- CONSUM NG FACI LI TY

N
=

W TH N THE SERVI CE TERRI TORY OF AN ELECTRI C COOPERATI VE

N
N

CORPORATI ON, SHALL HAVE THE RI GHT TO PURCHASE AND RECEI VE

N
w

ELECTRI C GENERATI ON SERVI CE FROM ANOTHER SOURCE. ELECTRI C

N
~

GENERATI ON SHALL BE DELI VERED TO THE DEPARTI NG MEMBER BY THE

N
(63}

ELECTRI C COOPERATI VE VH CH HAS THE EXCLUSI VE RI GHT TO PROVI DE

N
(e}

RETAI L ELECTRI C SERVI CE I N SUCH AREA UNDER 15 PA.C.S. CH 73

N
~

( RELATI NG TO ELECTRI C COCPERATI VE CORPORATI ONS) AT THE PRI CES,

N
oo

TERMS AND CONDI TI ONS DETERM NED BY THE ELECTRI C COOPERATI VE

N
(o]

CORPCORATION. THE RIGHT IN THI' S SUBSECTI ON TO TAKE CGENERATI ON
30 SERVI CE FROM ANOTHER SOURCE, AND THE DUTY OF AN ELECTRI C
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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 THE FOLLOW NG CONDI TI ONS, UNLESS

WAI VED BY THE ELECTRI C COOPERATI VE CORPORATI ON:

(1) THE DEPARTI NG MEMBER SHALL 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.

(2) THE NOTICE OF | NTENT SHALL NOT BE EFFECTI VE EARLI ER
THAN 90 DAYS FROM THE DATE OF THE WRI TTEN NOTI CE OF THE
DEPARTI NG MEMBER, OR UPON FULL SATI SFACTI ON OF ALL CONDI TI ONS
SET FORTH IN THI' S SUBSECTI ON, WH CHEVER | S LATER

(3) WTH THE WRI TTEN NOTI CE OF | NTENT REQUI RED BY
PARAGRAPH (1), THE DEPARTI NG MEMBER SHALL PROVI DE TO THE
ELECTRI C COOPERATI VE CORPCORATI ON A COPY OF I TS FULLY EXECUTED
AGREEMENT W TH I TS CHOSEN ALTERNATI VE GENERATI ON SUPPLI ER,

VWH CH AGREEMENT SHALL BE REVOCABLE AT THE OPTI ON OF THE
DEPARTI NG MEMBER W THOUT PENALTY AND AT ANY TIME UP TO THE

I NI TI ATI ON OF CGENERATI ON SERVI CE BY THE ALTERNATI VE ELECTRI C
SUPPLI ER.

(4) WTH THE WRI TTEN NOTI CE OF | NTENT REQUI RED BY
PARAGRAPH (1), THE DEPARTI NG MEMBER SHALL PROVI DE TO THE
ELECTRI C COOPERATI VE CORPCORATI ON WRI TTEN EVI DENCE REASONABLY
SATI SFACTORY TO THE ELECTRI C COOPERATI VE CORPORATI 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
COCPERATI VE CORPORATI ON. THE RI GHT OF THE DEPARTI NG MEMBER TO
NECESSARY TRANSM SSI ON SERVI CES AND RELATED ANCI LLARY
SERVI CES SHALL BE REVOCABLE AT THE OPTI ON OF THE DEPARTI NG
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MEMBER W THOUT PENALTY AND AT ANY TIME UP TO THE | NI TI ATI ON

OF GENERATI ON SERVI CE BY THE ALTERNATI VE ELECTRI C SUPPLI ER.

(5) THE DEPARTI NG MEMBER SHALL 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 AND SHALL
OTHERW SE NOT BE | N VI OLATI ON OR DEFAULT OF ANY MEMBERSH P
REQUI REMENT, RULE OR REGULATI ON OF THE ELECTRI C COOPERATI VE
CORPCORATI ON.

(6) I F THE WRI TTEN NOTI CE OF | NTENT REQUI RED BY
PARAGRAPH (1) IS G VEN PRI OR TO DECEMBER 30, 2012, THE
DEPARTI NG MEMBER, OR THE PROVI DER OF THE COVPETI NG GENERATI ON
SOURCE, SHALL MAKE FULL PAYMENT OF A TRANSI TI ON SURCHARGE OR
TRANSI TI ON SURCHARGES TO EACH ELECTRI C COOPERATI VE
CORPCORATI ON WHI 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 ASSOCI ATED ELECTRI C CONSUM NG FACI LI TY.

(7) AN AGREEMENT BY THE DEPARTI NG MEMBER TO WAI VE ALL
CLAIM TO ANY PATRONAGE CAPI TAL DI STRI BUTI ONS OR OTHER CAPI TAL
AMOUNTS ALLOCATED OR HELD BY ANY ELECTRI C COOPERATI VE
CORPCORATI ON WHI CH PROVI DES, OR VH CH HAS PROVI DED,

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

I NDI RECTLY TO THE DEPARTI NG MEMBER, AND AN AGREEMENT TO

ASSI GN AND TRANSFER THE PATRONAGE CAPI TAL AMOUNTS TO THE

ELECTRI C COOPERATI VE CORPCORATI ON OR CORPORATI ONS.

(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, THE
PERSON SHALL CONTI NUE TO BE BOUND BY I TS TERMS AND CONDI TI ONS
AND SHALL NOT HAVE THE RI GHT TO RECEI VE GENERATI ON SERVI CE FROM
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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.

SECTI ON 305. COWVPETI TI ON BY ELECTRI C COOPERATI VES.

ELECTRI C COOPERATI VE CORPCORATI ONS SHALL BE AUTHORI ZED TO
PROVI DE GENERATI ON SERVI CE AND ANY OTHER AUTHORI ZED SERVI CES TO
ANY PERSON AND AT ANY LOCATION WTH N THI S COMONVEALTH. | T
SHALL NOT BE NECESSARY FOR AN ELECTRI C COOPERATI VE CORPCRATI ON
TO AMEND | TS ARTI CLES OF | NCORPORATI ON OR | 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
IN 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 UPON THE SAME TERMS AND CONDI TI ONS AS ARE
APPROVED BY THE PENNSYLVANI A PUBLI C UTI LI TY COW SSI ON FOR
SI'M LAR SERVI CE TO OTHERS.

SECTI ON 306. CONSTRUCTI ON OF CHAPTER

THE PROVI SIONS OF TH S CHAPTER SHALL BE CONSTRUED LI BERALLY.
THE ENUMERATI ON OF ANY OBJECT, PURPCSE, POVNER, MANNER, METHOD OR
THI NG SHALL NOT BE DEEMED TO EXCLUDE LI KE OR SI M LAR OBJECTS,
PURPOSES, POVERS, MANNERS, METHODS OR THI NGS.

CHAPTER 5
M SCELLANEQUS PROVI SI ONS
SECTI ON 501. SAVI NGS PROVI SI ON.

EXCEPT AS EXPRESSLY PROVI DED FOR IN TH S ACT, ALL PROVI SI ONS
OF 15 PAC.S. CH 73 ARE SAVED FROM REPEAL AND SHALL REMAIN I N
FULL FORCE AND EFFECT.

SECTI ON 502. DELAYED RI GHT TO PURCHASE OR RECEI VE SERVI CE.

NO PERSON VWHO RECEI VES RETAI L ELECTRI C SERVI CE FROM AN
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1 ELECTRI C COOPERATI VE CORPORATI ON OR WHO OMNS OR OCCUPI ES AN

2 ELECTRI C CONSUM NG FACI LI TY WTH N THE EXCLUSI VE SERVI CE

3 TERRI TORY OF AN ELECTRI C COOPERATI VE CORPORATI ON SHALL HAVE THE

4 RIGHT TO PURCHASE OR RECEI VE ELECTRI C GENERATI ON SERVI CE FROM

5 ANOTHER SOURCE PRI OR TO DECEMBER 30, 2002.

6 Section 14 503. Repeals. <—
7 The follow ng acts or parts of acts are repealed to the

8 extent specified:

9 15 PA.C.S. CH 73 IS REPEALED | NSOFAR AS I TS PROVI SI ONS <—
10 RELATE TO THE RI GHT OF A DEPARTI NG MEMBER TO TAKE GENERATI ON

11 SERVI CE FROM AN ALTERNATI VE GENERATI ON SUPPLI ER AND LIM T OR

12 RESTRI CT THE SERVI CE AREA OF AN ELECTRI C COOPERATI VE

13 CORPORATI ON.

14 66 Pa.C.S. is repealed insofar as it is inconsistent with

15 this act.

16 Al'l other acts and parts of acts are repeal ed i nsofar as they

17 are inconsistent with this act.

18 Section 45 504. Effective date. <—
19 This act shall take effect inmediately.
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