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AN ACT
Amending Title 66 (Public Uilities) of the Pennsylvania

Consolidated Statutes, further providing for the definition

of "public utility"; adding definitions for "default service

provider,"” "mcrogrid,"” "real-tinme price," "smart neter
technol ogy” and "tine of use rate"; further providing for
standards for restructuring of electric industry and for
duties of electric distribution conpanies; and providing for
rate phase-in plans and for mcrogrids.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The definition of "public utility" in section 102
of Title 66 of the Pennsyl vania Consolidated Statutes is anended
to read:

§ 102. Definitions.

Subj ect to additional definitions contained in subsequent
provi sions of this part which are applicable to specific
provi sions of this part, the follow ng words and phrases when
used in this part shall have, unless the context clearly

i ndi cates ot herw se, the neanings given to themin this section:



1 * x *
2 "Public utility."

3 (1) Any person or corporations now or hereafter owning
4 or operating in this Conmonweal th equi pnment or facilities

5 for:

6 (i) Producing, generating, transmtting,

7 di stributing or furnishing natural or artificial gas,

8 el ectricity, or steamfor the production of light, heat,
9 or power to or for the public for conpensation.

10 (ii) Diverting, devel opi ng, punping, inmpounding,

11 di stributing, or furnishing water to or for the public
12 for conpensati on.

13 (i) Transporting passengers or property as a

14 conmon carrier

15 (iv) Use as a canal, turnpike, tunnel, bridge,

16 wharf, and the |ike for the public for conpensati on.

17 (v) Transporting or conveying natural or artificia
18 gas, crude oil, gasoline, or petrol eum products,

19 materials for refrigeration, or oxygen or nitrogen, or
20 ot her fluid substance, by pipeline or conduit, for the
21 public for conpensati on.

22 (vi) Conveying or transmtting nessages or

23 comuni cati ons, except as set forth in paragraph (2)(iv),
24 by tel ephone or telegraph or donestic public |and nobile
25 radio service including, but not [imted to, point-to-
26 poi nt m crowave radi o service for the public for

27 conpensat i on.

28 (vii) Sewage collection, treatnent, or disposal for
29 t he public for conpensation.

30 (viii) Providing |inpbusine service in a county of
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t he second cl ass pursuant to Subchapter B of Chapter 11
(relating to Iinmousine service in counties of the second
cl ass).

(2) The term does not include:

(1) Any person or corporation, not otherw se a
public utility, who or which furnishes service only to
hinsel f or itself.

(ii) Any bona fide cooperative association which
furni shes service only to its stockholders or nenbers on
a nonprofit basis.

(ii1) Any producer of natural gas not engaged in
di stributing such gas directly to the public for
conpensat i on.

(iv) Any person or corporation, not otherw se a
public utility, who or which furnishes nobile domestic
cellular radi o tel ecomunications servi ce.

(v) Any building or facility owner/operators who
hol d ownershi p over and manage the internal distribution
system serving such building or facility and who supply
el ectric power and other related electric power services
to occupants of the building or facility.

(vi) Electric generation supplier conpanies, except
for the limted purposes as described in sections 2809
(relating to requirenents for electric generation
suppliers) and 2810 (relating to revenue-neutral
reconciliation).

(vii) Any person or corporation who or which

distri butes natural gas or natural gas produced from

alternative sources, including, but not limted to,

| andfill gas, coal m ne nethane or coal bed net hane and
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1 synthetic natural gas produced fromthe gasification of
2 coal or other feedstocks directly to no nore than four

3 custoners. A person or corporation who wi shes to

4 distribute natural gas or natural gas produced from

5 alternative sources to nore than four custoners and be

6 excluded fromthis definition nust request approval from
7 t he conmi ssion. The conmi ssion shall approve the request
8 if the person or corporation provides a private rather

9 than a public service.

10 (viii) Mcrogrids, as that termis defined under

11 section 2803 (relating to definitions).

12 (3) For the purposes of sections 2702 (relating to

13 construction, relocation, suspension and abolition of

14 crossings), 2703 (relating to ejectnment in crossing cases)
15 and 2704 (relating to conpensation for damages occasi oned by
16 construction, relocation or abolition of crossings) and those
17 portions of sections 1501 (relating to character of service
18 and facilities), 1505 (relating to proper service and

19 facilities established on conplaint) and 1508 (relating to
20 reports of accidents), as those sections or portions thereof
21 relate to safety only, a nunicipal authority or
22 transportation authority organi zed under the laws of this
23 Commonweal th shall be considered a public utility when it
24 owns or operates, for the carriage of passengers or goods by
25 rail, a line of railroad conposed of lines fornmerly owned or
26 operated by the Pennsylvania Railroad, the Penn-Central
27 Transportation Conpany, the Readi ng Conpany or the
28 Consol i dated Rail Corporation.
29 * %k
30 Section 2. Section 2803 of Title 66 is amended by addi ng
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definitions to read:
§ 2803. Definitions.

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

* * %

"Default service provider." An electric distribution conpany

within its certificated service territory or a conmn SSi on-

approved alternative supplier providing generation service to

retail electric custoners who:

(1) contract for electric power, including, but not

limted to, energy and capacity, and the chosen el ectric

generati on supplier does not supply the service; or

(2) do not choose an alternative electric generati on

* * %

"Mcrogrid." A snmall power generation and distribution

network serving nultiple custoners with the el ectric generating

facility |l ocated near or on the sane site as the consuners, that

may be interconnected to the transm ssi on and distri bution

system but capabl e of operati ng i ndependently fromit.

"Real -tinme price." Arate that directly reflects the

different costs of energy during each hour.

* * %

"Smart neter technoloqgy." Technol ogy includi ng, but not

limted to, netering technol ogy and networ k conmuni cati ons

t echnol ogy capabl e of bidirecti onal conmmuni cati on and t hat

records electricity usage on at | east an hourly basis including

related el ectric distribution system upgrades to enabl e the

t echnol ogy. Such technol ogy shall provide custoners with direct
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1 access to and use of price and consunption informtion. Such

2 technology shall also:

3 (1) Directly provide custoners with infornmation on their
4 hourly consunpti on.

5 (2) Enable tine-of-use rates and real-tine price

6 prograns.

7 (3) Effectively support the automatic control of the

8 custoner's electricity consunption by one or nore of the

9 followi ng as selected by the custoner:

10 (i) the custoner;

11 (ii) the custoner's utility; or

12 (iii) athird party engaged by the custoner or the
13 custoner's utility.

14 "Tinme of use rate.” A rate that reflects the costs of

15 serving custoners during different tinme periods, including off-
16 peak and on-peak periods, but not as frequently as each hour.

17 * %k

18 Section 3. Section 2804(9) of Title 66 is anmended to read:
19 § 2804. Standards for restructuring of electric industry.
20 The foll ow ng interdependent standards shall govern the
21 comm ssion's assessnent and approval of each public utility's
22 restructuring plan, oversight of the transition process and
23 regulation of the restructured electric utility industry:
24 * %
25 (9) The conm ssion shall ensure that universal service
26 and energy conservation policies, activities and services are
27 appropriately funded and available in each electric
28 distribution territory. The comm ssion shall ensure that
29 prograns are in place to assist |lowincone custoners in
30 managi ng default service price increases that those custoners
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may experi ence after the expiration of the transition period.

Policies, activities and services under this paragraph shal
be funded in each electric distribution territory by
nonbypassabl e, conpetitively neutral cost-recovery nechani sms
that fully recover the costs of universal service and energy
conservation services. The conm ssion shall encourage the use
of conmuni ty-based organi zati ons that have the necessary
techni cal and adm ni strative experience to be the direct
provi ders of services or prograns whi ch reduce energy
consunption or otherw se assist |owincone custonmers to
afford electric service. Prograns under this paragraph shal
be subject to the adm nistrative oversight of the comm ssion
which will ensure that the prograns are operated in a cost-
effective manner.
* %
Section 4. Section 2807(e) of Title 66, is anended and
subsection (d) is anended by addi ng a paragraph to read:
§ 2807. Duties of electric distribution conpani es.
* %k
(d) Consumer protections and customer service.--The electric
di stribution conpany shall continue to provide custoner service
functions consistent with the regul ations of the comm ssion,
i ncludi ng neter reading, conplaint resolution and coll ections.
Customer services shall, at a mninum be maintained at the sane
| evel of quality under retail conpetition.

* * %

(4) By July 1, 2008, and until the end of an electric

di stribution conpany's rate cap or rate phase-in plan filed

pursuant to section 2813 (relating to rate phase-in pl ans),

electric distribution conpanies, in conjunction with the
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1 conmi ssion, shall inplenent consuner education prograns

2 inform ng custoners about avail abl e energy efficiency and

3 denmand- si de response prograns, actions they can take to

4 reduce their consunption and default service price increases
5 that the custoners may experience. The conm ssion w ||

6 reactivate the standing Council for Uility Choice to approve
7 and oversee both the Statewi de and electric distribution

8 conpany education plans. Electric distribution conpany plans
9 shal |l be coordinated with the Statew de education plans, and
10 St at ew de _education should be funded and serve as the

11 unbrella for coordinated electric distribution conpany pl ans.
12 El ectric distribution conpanies shall file their custoner

13 education prograns with the conm ssion for approval. Electric
14 distribution conpani es nay recover the reasonabl e and prudent
15 costs, as determ ned by the conm ssion, of any education

16 progranms _at their option:

17 (i) by deferring costs for future recovery in base
18 rates, with carrying charges equal to 6% or

19 (ii) on a full and current basis through a
20 reconcil abl e automatic adjustnent clause under section
21 1307 (relating to sliding scale of rates; adjustnent).
22 These costs shall be considered to be new services
23 offered for the first tinme under section 2804(4)(vi)
24 (relating to standards for restructuring of electric
25 industry). The electric distribution conpanies shal
26 fully recover the reasonable and prudent costs of al
27 approved education prograns and deferrals.
28 (e) Obligation to serve.--[An electric distribution

29 conpany's obligation to provide] The obligation of a default

30 service provider to furnish electric service follow ng
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1 inplementation of restructuring and the choice of alternative

2 generation by a custonmer is revised as foll ows:

3 (1) Wile an electric distribution conpany collects

4 either a conpetitive transition charge or an intangible

5 transition charge or until 100% of its custonmers have choi ce,
6 whi chever is longer, the electric distribution conmpany shal

7 continue to have the full obligation to serve, including the
8 connection of custoners, the delivery of electric energy and
9 the production or acquisition of electric energy for

10 cust oners.

11 [(2) At the end of the transition period, the conm ssion
12 shall promul gate regulations to define the electric

13 di stribution conpany's obligation to connect and deliver and
14 acquire electricity under paragraph (3) that will exist at

15 the end of the phase-in period.

16 (3) |If a customer contracts for electric energy and it
17 is not delivered or if a custoner does not choose an

18 alternative electric generation supplier, the electric

19 di stribution conpany or comm ssion-approved alternative
20 supplier shall acquire electric energy at prevailing market
21 prices to serve that customer and shall recover fully al
22 reasonabl e costs. ]
23 (2) The default service provider shall provide electric
24 generation supply service to its custoners and neet the
25 requirenents of the act of Novenber 30, 2004 (P.L.1672,
26 No. 213), known as the Alternative Energy Portfolio Standards
27 Act, pursuant to a conmi ssi on-approved conpetitive
28 procurenent plan that is designed to produce the | owest
29 reasonable rates on a long-termbasis and includes a
30 portfolio of long-term short-term and spot-nmarket purchases.
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The el ectric power acquired to provide electric generation

servi ce under this paragraph shall be procured through

conpetitive procurenent processes that nay i nclude one or

nore of the foll ow ng

(i) Auctions.

(ii) Requests for proposals.

(iii) Spot-nmarket purchases.

(iv) Bilateral contracts, negoti ated between the

default service provider and a whol esale el ectric

supplier, except that the bilateral contracts shall be

entered into at the sole discretion of the default

service provider and be at prices no greater than the

cost of otherw se obtai ning generation in the whol esal e

mar ket, as determ ned by the conm ssion at the tinme of

its approval of the plan, or are otherw se consi stent

with a conm ssi on-approved conpetitive procurenent

The conpetitive procurenent process or processes shall be

conducted, as detern ned and approved by the comm ssi on, for

each custoner class. The generati on rates procured by the

conpetitive procurenent process or processes shall not all ow

the cross-subsidi zati on of one custoner class by another.

(3) The default service provider shall have the right to

recover on a full and current basis, pursuant to a

reconcil abl e automati ¢ adj ust nent cl ause under section 1307,

all reasonable costs incurred pursuant to this section and a

conmmi ssi on- approved conpetitive procurenent plan. The

commi ssi on may approve, at the default service provider's

request, an alternative cost-recovery nechani smthat nmay

include, but is not limted to, nonreconcil abl e default
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service rate offerings.

(4) The conm ssion shall not nodify contracts or

di sal |l ow costs associated with contracts that are entered

into pursuant to a conmi ssi on-approved conpetitive

procurenent plan unl ess the conm ssion deternines that the

contract was not entered into in accordance with the

conmi ssi on- approved conpetitive procurenent process or there

has been fraud, collusion or nmarket mani pul ati on.

(5) A default service provider may enter into |long-term

contracts, through a conpetitive procurenent process, with

durati ons | onger than five years but no | onger than 20 years

for up to 20% of its projected default service | oad.

Contracts | onger than five years shall be permtted for

enerqy generated fromalternati ve enerqy sources, alternative

enerqy credits as those terns are defined in section 2 of the

Al ternative Energy Portfolio Standards Act and denand-si de

response. Contracts |onger than five years for energy

generated fromalternati ve energy sources, alternative enerqgy

credits and demand-si de response shall not be consi dered

|l ong-term contracts when determ ni ng whether | ong-term

contracts make up 20% of the default service provider's

proj ected service | oad pursuant to this paragraph. In

reviewi ng a conpetitive procurenent plan pursuant to this

section, the comm ssion may require the default service

provi der to procure power pursuant to such | ong-term

contracts provided that the |ong-termcontract is expected to

produce the | owest reasonable rate on a | ong-term basis and

that the procurenent is conducted pursuant to a conpetitive

process. The conm Ssion nay pernmt a waiver on the

limtations on |long-termcontracts set forth in this

20080H2201B3090 - 11 -



© 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

subsection if the conmm ssion deternines that a wai ver woul d

contribute to a portfolio that provides the | owest cost

service to custoners. Once a long-term contract has been

approved by the conmission, it shall be deened approved for

al | subsequent conpetitive procurenent plans filed under this

section for the life of the approved contract.

(6) Electric power acquired to provide electric

generati on service under this section shall be deened to be

the | owest reasonable rates on a | ong-term basi s provi ded

that the default service provider inplenented the conpetitive

procurenent plan as approved by the conm ssi on.

(7) Not l|later than Decenber 31, 2008, the conm SSi on

shall promul gate final requl ati ons to define the default

service provider's obligati ons under paragraph (2). At | east

every five vears after final requl ati ons have been

pronul gated, the conmmi ssion shall hold heari ngs and i ssue

findings regardi ng whet her the requl ati ons effectively

pronote the | owest reasonable rates on a |l ong-termbasis. The

commi ssi on shall nake any changes to the requl ati ons it

identifies inits findings that are consistent with this

chapter, provided, however, that the conm ssion may not

nodi fy or disallow costs associated with contracts previously

entered into pursuant to requlations in effect at the tine

t he procurenment plan was approved.

(8) The default service provider shall file a plan for

conpetitive procurenent with the conmi ssi on and obtain

conmmi ssi on approval of the plan before the conpetitive

procurenent process nmay be i npl enented. The conm ssi on shal

hol d heari ngs as necessary on the proposed plan. If the

conmmi ssion fails to issue a final order on the plan within
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ni ne nonths of the date that the plan is filed, the plan

shall be deened to be approved and the default service

provider may i npl ement the plan as fil ed.

(9) The conm ssion shall nonitor the inpl enentation of

t he approved conpetitive procurenent plan. The conm ssi on nay

make changes to the plan to ensure the | owest reasonabl e

rates pursuant to paraqgraph (6) where such a change woul d

produce a nore reasonable result provided that such changes

are nade on a prospective basis. |If the conpetitive

procurenent process set forth in the approved plan is

i mpl enented in accordance with the terns and the conm ssion's

order approving it, the conm ssion shall approve the results

of any conpetitive procurenent process using the nmethods in

par agraph (2)(i) or (ii) not nore than ten busi ness days

after successful bids are selected. |If the comm ssi on does

not reject such results within ten busi ness days, then the

results of the conpetitive procurenment process shall be

deened to have been approved. |If bilateral contracts under

par agraph (2)(iv) are proposed to be used, the conm ssion

shal | approve or reject the contracts no |later than the

| atest of conmi ssion approval of the plan or one week

foll owi ng presentation of the final formof contract. |If such

contracts are not rejected in the tine period provided, they

shal|l be deened approved. Purchases undertaken pursuant to

approved processes under paradgraph (2)(iii) shall only be

subject to nodification under the provisions of paragraph

(4). The conmi ssion shall reject the results of a conpetitive

procurenent process if it was not inplenented i n accordance

with the plan's terns and the conmi ssion's order approving it

or if the results produced unreasonably high prices due to
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1 abnornal , transient market events.

2 (i) If the conm ssion rejects the results of a

3 conpetitive procurenent process under paragraph (2)(i),

4 (ii) or (iv) because it was not inplenented in accordance
5 with the plan's terns and the conm ssion's order

6 approving it, the conm ssion shall specifically identify
7 the elenents of the process that were not inplenented in
8 accordance with its terns or the conm ssion's order

9 approving it. The default service provider shall nodify
10 its inplenentation of that conpetitive procurenent

11 process consistent with the conm ssion's order.

12 (ii) If the commi ssion rejects the results of a

13 conpetitive procurenent process under paragraph (2)(i),
14 (ii) or (iv) because the results produced unreasonably
15 hi gh prices due to abnormal, transient market events, the
16 conmi ssion may require the default service provider to
17 nodify the process and resubnit the results to the

18 conmi ssion for approval or direct the default service

19 provider to reinplenent the plan wthout nodification.
20 (iii) If the results are not rejected, the costs
21 shal |l be deened to be the | owest reasonable rates on a
22 long-termbasis and shall be fully recoverabl e pursuant
23 t o _paragraph (3).
24 (iv) In the event the conm ssion rejects proposed
25 purchases under an approved conpetitive procurenent plan
26 and the default service provider is required to purchase
27 requirenents on the spot market as a result, the costs of
28 such purchases shall be fully recoverable pursuant to
29 par agraph (3).
30 (10) The default service provider shall file an updated

20080H2201B3090 - 14 -



1 conpetitive procurenent plan with the conm ssion every three
2 years.

3 (i) The conm ssion shall hold hearings as necessary
4 to review the plan and issue findings regardi ng whether

5 t he updated plan is designed to produce the | owest

6 reasonable rates on a long-term basis.

7 (ii) The conmi ssion shall approve the default

8 service provider's updated plan if it conplies with the

9 standards of this section. If the default service

10 provider's updated plan does not conply with the

11 standards of this section, the conm ssion shal

12 specifically identify the elenents of the plan that do

13 not conply with the standards of this section, and the

14 default service provider shall nodify the plan to neet

15 t hose standards and resubnmit the plan to the conmi ssion
16 for approval.

17 (11) The conmission shall pernmit a default service

18 provider to inplenent a conpetitive procurenent process up to
19 36 nonths prior to the expiration of the generation rate cap
20 for such provider specified in section 2804(4) or a
21 restructuring plan in section 2806(f).
22 (12) Any default service plan approved by the conm ssion
23 prior to the effective date of this paragraph shall remain in
24 effect through its approved term At its sole option, the
25 default service provider may propose changes to its approved
26 plan that are consistent with this paragraph, and the
27 conmi ssion shall issue a decision whether to accept or reject
28 such proposed anendnents within nine nonths. If the
29 conmission fails to issue a final order on the proposed
30 amendnents within nine nonths after the date the amendnents
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are filed, the anendnents shall be deened to be approved and

the default service provider may i npl enent the anendnents as

[(4)] (13) |If a custonmer that chooses an alternative
suppl i er and subsequently desires to return to the |ocal
di stribution conpany for generation service, the |ocal
di stribution conpany shall treat that custoner exactly as it
woul d any new applicant for energy service.
[(5)] (14) (i) Notw thstanding paragraph [(3)] (2), the
[electric distribution conpany or conm ssion-approved

alternative supplier] default service provider may, in

its sole discretion, offer |arge custoners with a peak
demand of 15 nmegawatts or greater at one neter at a

| ocation in its service territory any negotiated rate for
service at all of the custoners' locations within the
service territory for any duration agreed upon by the

[el ectric distribution conpany or comr ssi on-approved

alternative supplier] default service provider and the

| arge custoner. The conm ssion shall permt, but shal
not require, [an electric distribution conpany or
conmmi ssi on-approved alternative supplier] a default

service provider to provide service to |large custoners

under this paragraph. Contract rates entered into under

t hi s paragraph shall be subject to review by the

conmi ssion in order to ensure that all costs related to
the rates are borne by the parties to the contract and
that no costs related to the rates are borne by other
customers or custoner classes. If no costs related to the
rates are borne by other custoners or customer classes,

t he comm ssion shall approve the contract within 90 days
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of its filing, or it shall be deemed approved by
operation of |aw upon expiration of the 90 days.
Informati on submtted under this paragraph shall be
subject to the conmm ssion's procedures for the filing of
confidential and proprietary information.

(ii) For purposes of providing service under this
par agraph to custoners with a peak demand of 20 nmegawatts
or greater at one neter at a location within that
di stribution conpany's service territory, an electric
di stribution conpany that has conpleted its restructuring
transition period as of the effective date of this
paragraph may, in its sole discretion, acquire an
interest in a generation facility or construct a
generation facility specifically to neet the energy
requi renents of the custoners, including the electric
requi renents of the custoners' other billing |ocations
within its service territory. The electric distribution
conmpany nust comence construction of the generation
facility or contract to acquire the generation interest
within three years after the effective date of this
par agr aph, except that the electric distribution conpany
may add to the generation facilities it commenced
construction or contracted to acquire after this three-
year period to serve additional |oad of custonmers for
whom it commenced construction or contracted to acquire
generation within three years. Nothing in this paragraph
requires or authorizes the conm ssion to require an
el ectric distribution conpany to commence construction or
acquire an interest in a generation facility. The

el ectric distribution conpany's interest in the

20080H2201B3090 - 17 -



1 generation facility it built or contracted to acquire

2 shall be no larger than necessary to neet peak demand of
3 custoners served under this subparagraph. During tines

4 when the custoner's demand is less than the electric

5 di stribution conpany's generation interest, the electric
6 di stribution conpany may sell excess power on the

7 whol esal e market. At no tine shall the costs associ ated

8 with the generating facility interests be included in

9 rate base or otherwise reflected in rates. The generation
10 facility interests shall not be conmm ssion-regul at ed

11 assets.

12 (iii) In addition to any other rates that nay be

13 offered, the default service provider shall offer al

14 residential and small business custoners a rate that

15 shal | change no nore frequently than on _an annual basis.
16 The annual rate shall be the default service rate for al
17 custoners who do not affirnatively choose anot her

18 service. Such a rate nmay be subject to reconciliation to
19 refl ect any over-recovery or _under-recovery of costs from
20 the prior year or, at the option of the default service
21 provider, nmay be provided on a nonreconcilable basis. A
22 rates shall be reviewed by the conmi ssion to ensure that
23 the costs of providing service to each custoner class are
24 borne solely by that custoner class.
25 (15) Nothing in this section shall be construed to
26 relieve an electric distribution conpany or electric
27 generation supplier of its responsibility to conply with the
28 Alternative Energy Portfolio Standards Act.
29 (16) (i) Wthin nine nonths after the effective date of
30 this paragraph, electric distribution conpani es shal
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file a smart neter procurenment and installation plan with

the conm ssion for approval and nake the pl an avail abl e

for public comment for a m ni num of 30 days. The pl an

shal|l describe the smart neteri ng technol ogi es t he

electric distribution conpany proposes to install, how

the smart nmeter technol ogy nmeets the requirenments of this

par agr aph and how the smart neter technol ogy shall be

install ed according to this paragraph.

(ii) Electric distribution conpanies shall furnish

smart neter technol ogy to:

(A) Custoners responsi ble for 40% of the

di stri bution conpany's annual peak denand wi thin four

vears after the effective date of this act.

(B) Custoners responsible for 75% of the

di stri buti on conpany's annual peak denmand wi thin six

vears after the effective date of this act.

(C) One hundred percent of its custoners w thin

ten years after the effective date of this act.

El ectric distribution conpanies shall, wi th custoner

consent, nmake avail able el ectroni c access to custoner

nmeter data to third parties, including electric

generati on suppliers and providers of conservati on and

| oad nanagenent servi ces.

(iii) Electric distribution conpanies shall be

permitted to recover all reasonabl e and prudent costs, as

deterni ned by the conmi ssion, of providing snmart neter

t echnol ogy, includi ng annual depreci ati on and capit al

costs over the life of the smart neter technol ogy, that

are incurred after the effective date of this paragraph,

|l ess all operating and capital costs savings realized by
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the electric distribution conmpany fromthe introduction

and use of the snmart neter technol ogy. An el ectric

di stri bution conpany nay, at its option, recover such

smart neter technol ogy costs:

(A) through base rates, including a deferral for

future base rate recovery of current costs, with

carrying charges equal to 6% or

(B) on a full and current basis through a

reconci |l abl e automati ¢ adj ust nent cl ause under

secti on 1307.

In no event shall | ost or decreased revenues by an

electric distribution conpany due to reduced el ectricity

consunption or shifting energy demand be consi dered a

cost of smart meter technol ogy. Smart neter technol ogy

shall be deened to be a new service offered for the first

ti me under section 2804(4)(vi).

(iv) By January 1, 2010, or at the end of the

appli cabl e generation rate cap peri od, whi chever is

|ater, a default service provider shall subnt to the

conmmi ssi on one or nore proposed tine of use rates and a

real -tine price plan. The conm ssion shall approve or

nodify the tine of use rates and real -tine price pl an

within six nonths of submttal. The default service

provi der shall offer conm ssi on-approved tine of use

rates and a real-tinme price plan to all residential and

commerci al custoners that have been provided with snart

meter technology within 60 days of installation of the

smart neter technol ogy or comm ssi on approval of the tine

of use rates and a real -tine price plan, whichever is

| ater. Custoner participation in time of use rates or
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real -tine pricing shall be voluntary and shall only be

provided with the affirnmati ve consent of the custoner.

The default service provider shall submt an annual

report to the conmm ssion on the participation in the tine

of use and real-tine price prograns and the efficacy of

the progranms in affecting energy denand and consunpti on

and the effect on whol esal e market prices.

(v) For purposes of this paragraph, the term

"electric distribution conpany” shall nean a public

utility providing facilities for the jurisdictional

transm ssion and distribution of electricity to 100, 000

or nore retail custoners in this Conmmpbnweal t h.

Section 6. Title 66 is anended by addi ng sections to read:

8§ 2813. Rat e phase-in pl ans.

(a) Ceneral rule.--Wthin 90 days of the effective date of

this section, each electric distribution conpany shall file a

phase-in plan with the conni ssion to provide custoners that take

service froma default service provider the option to phase in

any initial increase in the price for generation service that

may occur upon the expiration of the generation rate cap for

such provider specified in section 2804(4) (relating to

standards for restructuring of electric industry) or a

restructuring plan in section 2806(f) (relating to

i npl enentation, pilot prograns and perfornmance-based rates) and

ending no later than three years after such expirati on date.

Custoner participation in any plan approved under this

subsection shall be voluntary.

(b) Conditions.--Each phase-in plan shall be subject to

conmmi ssi on approval and shall nmeet the foll owi ng conditi ons:

(1) Such plan shall offer a gradual transition to prices
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at the level pernmitted pursuant to a conmn SSi on- approved

procurenent plan under section 2807(e)(2) (relating to duties

of electric distributi on conpani es) begi nning on the

expiration date of the generation rate cap for the provider.

(2) Such plan shall ensure that the annual increase in

the overall rate charged to each custoner class under the

pl an shall not exceed 15% of the increase in the overall rate

for that custoner class at the expiration of the generation

rate caps during the three-year period specified in

subsection (a). For good cause shown, the comm SSi on nay

provide for an additi onal two-year period for the recovery of

deferred anpunts under this section.

(3) Such plan may offer the custoner the option to begin

t he phase-in period prior to the expiration of the generation

rate cap, provided that the customer accrues interest on any

prepaid anbunt at a rate of 6% conpounded annual |l y. Custoner

partici pation in any plan approved under this subsecti on

shall be vol untary.

(4) Such plan shall specify the neans of providi ng

notice to custoners of the option to participate in such plan

on a voluntary basis.

(c) Recovery.--The default service provider shall be

eligible to fully recover the amount of the deferred paynent

resulting froma custoner's participation in the plan from such

custoners by neans of a nonbypassable charge to such custoners

subject to the conditions established in subsection (b).

(d) Deferred costs.--The conm ssion shall pernmt such

deferred costs and associ ated carryi ng charges to be recorded

for accounti ng purposes on an electric distribution conpany's

books of account as a requl atory asset where the electric
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di stribution conpany is the default service provider.

(e) Credit.--In the event a custoner | eaves the default

service provider's systemprior to the full distribution of

anmounts collected, a credit will be applied to the custoner's

final bill and any remai nder shall be refunded to the custoner.

(f) Intangible transition property.--An electric conpany's

ri ght to recover costs under an approved phase-in plan shall be

deened i ntangi ble transition property for purposes of section

2812 (relating to approval of transition bonds), but not for any

ot her section of Chapter 28 (relating to restructuri ng of

electric utility industry), and the conm ssion is authorized to

issue a qualified rate order under section 2812 with respect to

such costs and to i ssue such other orders and take such acti ons

as nay be necessary or proper for the electric distribution

conpany to issue transition bonds, as provided in section 2812,

secured by the electric distribution conpany's right to recover

such costs.

(g) Penalty for failure to file.--1f any electric

di stribution conpany fails to file a rate phase-in plan with the

tinme required by subsection (a), the conm ssion shall inpose a

fine of $100, 000 per day on that electric distributi on conpany

until it files such pl an.

8§ 2814. M crogri ds.

Custoners may have their electricity supplied by mcrogrids

subject to the foll ow ng:

(1) A mcrogrid shall be limted to four custoners.

M crogrids seeking to supply electricity to nore than four

custoners may be approved by the conmi ssion on a case-by-case

basis. The conm ssion shall approve such requests if the

mcrogrid, while serving nore than four custoners, provides a
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1 private rather than a public service.

2 (2) The conm ssion shall pronul gate requl ations on the
3 fees related to microgrid interconnection, standby power and
4 other services related to the reliable and safe functioning
5 of microgrids. Fees associated with this section shall be the
6 | owest costs necessary to ensure adequate systemreliability
7 and safety.

8 (3) Mcrogrids may sell power, either through net

9 netering, if consistent with the conmi ssion's net netering
10 requirenents, or to the narket.
11 Section 7. This act shall take effect imediately.
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