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AN ACT
Amending Title 66 (Public Uilities) of the Pennsylvania
Consolidated Statutes, in restructuring of electric utility
i ndustry, providing for rate change mtigation and for energy
ef fici ency and demand-response neasures; and further
providing for duties of electric distribution conpanies.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Title 66 of the Pennsyl vania Consoli dat ed
Statutes is anmended by addi ng sections to read:

8§ 2806. 1. Rat e change nitigati on.

(a) Prepaynent or defernent.--Following the expiration of a

generation rate cap, if a default service provider's total

retail rate for a custoner class rises by nore than 12%

followi ng the expiration of a generation rate cap, the foll ow ng

shal | appl vy:

(1) The default service provider shall offer all of its

residential and small busi ness custoners usi ng 25kWor | ess

in maxi numreqgi stered peak | oad the opportunity to prepay or
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defer a portion of the increase by inplenenting a deferral or

phase-in of the rate increase for up to three years.

(2) Conpetitively neutral rate mtigati on opti ons shal

be included in the rate deferral or phase-in program of the

default service provider to begin with the expiration of a

generation rate gap approved by the conm ssi on.

(3) Default service providers may fully recover the

reasonabl e carryi ng costs associated with a rate increase

deferral program including associ ated adni ni strati ve costs

and pay any reasonable carrying cost on prepaynent by

cust oners.

(b)Y Oher mtigation strategies.--In addition to the

mtigati on strategy under subsection (a), a default service

provi der nay propose other reasonable rate nmitigati on strateqgies

that would reflect the i ncurrence of reasonabl e costs.

8§ 2806. 2. Energy effici ency and denmand-response neasur es.

(a) Policy.--1t is the policy of the Commpbnweal th that

electric distribution conpanies are required to use cost -

effective energy effici ency and denmand-response neasures to

reduce delivery |load. Requiring i nvestnent in cost-effective

enerqy efficiency and denmand-response neasures will reduce

direct and indirect costs to consuners by decreasi ng

envi ronnental inpacts and by avoi di ng or del ayi ng the need for

new generation, transmnm ssion and distribution infrastructure.

(b)Y GCoals.--Electric distribution conpani es shall i npl enent

cost-effective enerqy efficiency and conservati on neasures to

meet the foll owi ng enerqy savi ng goal s:

(1) By May 31, 2013, each electric distribution conmpany

shall reduce its total annual deliveries to retail custoners

by 2% This | oad reducti on shall be neasured agai nst the
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expected | oad forecasted by the conm ssion for June 1, 2012,

t hrough May 31, 2013. The conmmi ssion shall determ ne and nmake

public the forecasts to be used for each electric

di stri bution conpany no |ater than May 31, 2008.

(2) By Novenber 30, 2013, the comm ssi on shall eval uate

the costs and benefits of these efficiency and conservati on

prograns. |f the benefits have been shown to exceed the

costs, consistent with the total resource cost test, the

commi ssion shall set additional, increnental enerqy

effici ency and conservation goals for the period endi ng My

(3) After May 31, 2018, the conm ssion shall continue to

eval uate the costs and benefits of efficiency and

conservati on nmeasures and nmay adopt additi onal increnental

| oad reducti on standards for electric distribution conpani es.

(c) Reduction in peak denand. - -

(1) Electric distribution conpani es shall inpl enent

cost-effective denmand response neasures to reduce peak denmand

by at least 3% in the 100 hours of hi ghest demand. This

reduction will be nmeasured against the electric distribution

conpany's peak demand in the 100 hours of greatest denand for

June 1, 2007, through May 31, 2008. The reducti ons shall be

acconpl i shed by May 31, 2012.

(2) By Novenber 31, 2012, the comm ssi on shall conpare

the total costs of these demand-response neasures to the

total savings in energy and capacity costs to Pennsyl vani a

retail custoners. |If the benefits have been shown to exceed

the costs, consistent with the total resource cost test, the

conmmi ssion shall order electric distribution conpanies to

seek additional increnental peak demand reductions for the
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100 hours of greatest demand or an alternati ve neasure

adopted by the conmi ssi on. The reducti ons shall be neasured

fromthe electric distribution conpany's peak denmand for the

period fromJune 1, 2011, through May 31, 2012. The nmandat ed

reducti ons shall be acconplished no | ater than May 31, 2017.

(3) After May 31, 2017, the conm ssion shall continue to

eval uate the costs and benefits of denmnd-response neasures

and nay adopt additional increnmental peak reducti on standards

for electric distribution conpani es.

(d) Oversight.--Electric distribution conpanies shall be

responsi bl e for overseei ng the desi gn, devel opnent and filing of

enerqy efficiency and denmand-response plans with the conm ssi on.

El ectric distribution conpani es shall inplenent 100% of the

denmand-response neasures in the plans. Electric distribution

conpani es shall inplenent 100% of the energy effici ency neasures

approved by the conmi ssi on and may, as part of that

i npl enentati on, outsource vari ous aspects of program devel opnent

and i npl enentation. A nmininumof 10% of the entire portfolio of

cost-effective enerqy efficiency neasures shall be procured from

units of | ocal governnent, nunicipal corporations, school

districts and conmunity coll ege districts. The conm ssi on shal

coordi nate the inplenentati on of these neasures. The portfolio

of neasures, adm nistered by the utilities, shall be designed to

achi eve the annual savings targets described in subsecti ons (b)

and (c). The utility and the comm ssi on shall agree upon a

reasonabl e portfoli o of neasures and deterni ne the measurabl e

correspondi ng percentage of the savings goals associated with

measures i npl enented by the utility.

(e) Plan.--No | ater than Novenber 15, 2008, each el ectric

di stri buti on conpany shall file an enerqgy efficiency and denand-
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response plan with the connmission to neet the energy efficiency

and denmand-response standards. No | ater than Decenber 1, 2008,

each el ectric distribution conpany shall file an enerqy

efficiency, conservati on and demand-response programto neet the

goal s identified in subsections (b) and (c). Subsequent pl ans

shall be filed pursuant to the conmission's direction to obtain

the delivered and peak | oad reducti on goals. Every five vyears

thereafter, each electric distribution conpany shall file an

enerqgy efficiency and denmand-response plan with the conm ssi on.

If a distribution conpany does not file such a plan, it shal

face a penalty of $100, 000 per day until the plan is filed. Each

utility's plan shall set forth the utility's proposals to neet

the utility's portion of the enerqy efficiency standards

identified in subsection (b) and the denand-response standards

identified in subsection (c). The conm ssi on shall seek public

comment on the utility's plan and shall issue an order approving

or di sapprovi ng each plan at a set date after its subm ssion. |f

t he conm ssi on di sapproves a plan, the comm ssi on shall descri be

in detail the reasons for the di sapproval and descri be a

procedure by which the utility may file a revised draft of the

plan to satisfactorily address the conmmi ssion's concerns. |f the

utility does not refile with the comm ssion within 60 days, the

utility shall be subject to penalties at a rate of $100, 000 per

day until the plan is filed. This process shall conti nue and

penalties shall accrue until the utility has successfully filed

a portfolio of enerqy efficiency and denand-response neasures.

Penal ti es shall be deposited into the appropri ate sustai nabl e

energy fund. In submtting proposed energy efficiency and

denmand-r esponse plans and funding |levels to neet the savi ngs

goal s adopted by this section, the utility shall:
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(1) Denpbnstrate that its proposed enerqy efficiency and

denmand-r esponse neasures will achi eve the requirenents of

this chapter

(2) Present specific proposals to inplenent new buil di ng

and appli ance standards that have been placed into effect.

(3) Present estimates of the total anount paid for

electric service expressed on a per kilowatt hour basis

associ ated with the proposed portfolio of neasures desi gned

to neet the requirenents of this chapter

(4) Coordinate with the conm ssion to present a

portfolio of energy efficiency neasures targeted to

househol ds at or bel ow 150% of the poverty |l evel at a | evel

proporti onate to those househol ds' share of total annual

utility revenues in this Conmbnweal t h.

(5) Denpnstrate that its overall portfolio of energy

effici ency and denmand-response neasures, not incl uding

prograns covered by paragraph (4), are cost effective using

the total resource cost test and represent a diverse cross

section of opportunities for custoners of all rate classes to

participate in the prograns.

(6) Include a proposed cost-recovery tariff nechanismto

fund the proposed energy effici ency and demand-response

measures and to ensure the recovery of the prudently and

reasonably i ncurred costs of conm SSi on-approved prograns.

(7) Provide for an annual i ndependent eval uation of the

perfornmance of the cost-effectiveness of the utility's

portfolio of neasures, as well as a full review of the five-

vear results of the broader net programinpacts and, to the

extent practicable, for adjustnment of the neasures on a

goi ng-forward basis as a result of the eval uations. The
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resources dedicated to eval uati on shall not exceed 3% of

portfolio resources in any gi ven vear.

(f) Allocation limt.--No nore than 3% of energy efficiency

and denmand-r esponse programrevenue nay be all ocated for

denonstrati on of breakthrough equi pnent and devi ces.

(g) Failure to neet standard.--1f an electric distribution

conpany fails to neet the efficiency standards specified in

subsections (b) and (c), it shall be assessed a civil penalty in

an anount up to $5, 000,000 in accordance with this subsecti on.

In addition, the responsibility for inplenenting the enerqy

efficiency neasures of the utility nmaking the paynent shall be

transferred to the comm ssion if, after five years, or in any

subsequent five-year period, the utility fails to neet the

efficiency standard. The conm ssion shall inplenment a

conpetitive procurenment programto procure resources necessary

to neet the standards in this chapter.

(h) Definitions.--As used in this section the foll ow ng

wor ds and phrases shall have the neani ngs given to themin this

subsecti on:

"Amobunt per kilowatt hour." The total anpbunt paid for

el ectric service expressed on a per kilowatt hour basis.

"Cost-effective." Measures which satisfy the total resource
cost test.
"Total anmpunt paid for electric service." The term i ncludes,

without limtation, estinmated anpbunts paid for generation,

transm ssion, distribution, surcharges and add-on taxes.

Section 2. Section 2807(e) of Title 66, anended July 17,
2007 (P.L.2120, No.36), is anended to read:

§ 2807. Duties of electric distribution conpani es.

* * %
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(e) Obligation to serve.--[An electric distribution

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

service provider to furnish electric service follow ng

i npl enentation of restructuring and the choice of alternative
generation by a custoner is revised as foll ows:

(1) Wile an electric distribution conpany collects
either a conpetitive transition charge or an intangible
transition charge or until 100% of its custonmers have choi ce,
whi chever is longer, the electric distribution conmpany shal
continue to have the full obligation to serve, including the
connection of custoners, the delivery of electric energy and
the production or acquisition of electric energy for
cust oners.

[(2) At the end of the transition period, the conm ssion
shall promulgate regulations to define the electric
di stribution conpany's obligation to connect and deliver and
acquire electricity under paragraph (3) that will exist at
the end of the phase-in period.

(3) |If a customer contracts for electric energy and it
is not delivered or if a custoner does not choose an
alternative electric generation supplier, the electric
di stribution conmpany or comm ssion-approved alternative
supplier shall acquire electric energy at prevailing market
prices to serve that custonmer and shall recover fully al
reasonabl e costs. ]

(3.1) Fromand after the expiration of an el ectric

di stri bution conpany's obligation to supply el ectric enerqgy

and capacity to retail custoners at capped rates, if a

custoner contracts for electric enerqy and capacity and the

chosen el ectric generati on supplier does not supply the

20070S1134B1477 - 8 -



© 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

service or if a custoner does not choose an alternative

electric generation supplier, the default service provider

shal|l provide electric generation supply service to that

cust oner pursuant to a conmn SSi on-approved conpetitive

procurenent plan. The electric power acquired to provide

el ectric generati on service under this paragraph shall be

procured through conpetitive procurenment processes that nay

i ncl ude one or nore of the foll ow ng:

(i) Auctions.

(ii) Requests for proposal.

(iii) Bilateral contracts negoti ated between the

electric distributi on conpany or conmi ssi on- appr oved

alternative supplier and a whol esal e el ectric supplier,

except that the bilateral contracts shall be entered into

at the sole discretion of the electric distribution

conpany or comm Ssi on-approved alternati ve supplier and

the conm ssion shall have no authority to require the

contracts and shall be at prices no greater than

reasonabl e forward nmarket prices.

(iv) Any other electric energy approved by the

conmmi ssi on t hrough requl ati on.

(3.2) The conm ssion shall not nodify contracts or

di sal |l ow costs associated with contracts entered i nto

pursuant to an approved conpetitive procurenment process.

Pri ces obtai ned through the conpetitive procurenent processes

shall be deened to be prevailing narket prices. The resources

procured pursuant to this paragraph may reflect a m x of

|l ong-term short-term or spot nmarket purchases. The

commi ssion may di sall ow cost recovery if there has been

fraud, collusion, narket mani pulation or simlar activities

20070S1134B1477 - 9 -



1 with regard to these contracts.

2 (4) |If a customer that chooses an alternative supplier

3 and subsequently desires to return to the local distribution
4 conpany for generation service, the local distribution

5 conpany shall treat that custoner exactly as it would any new
6 applicant for energy service.

7 (5) (i) Notw thstanding paragraph (3), the electric

8 di stribution conpany or commi ssion-approved alternative

9 supplier may, in its sole discretion, offer |arge

10 custoners with a peak demand of 15 nmegawatts or greater
11 at one neter at a location in its service territory any
12 negotiated rate for service at all of the custoners

13 | ocations within the service territory for any duration
14 agreed upon by the electric distribution conpany or

15 conmmi ssi on-approved alternative supplier and the |arge

16 custoner. The conm ssion shall permt, but shall not

17 require, an electric distribution conpany or comr ssi on-
18 approved alternative supplier to provide service to |arge
19 custoners under this paragraph. Contract rates entered
20 into under this paragraph shall be subject to review by
21 the conmi ssion in order to ensure that all costs related
22 to the rates are borne by the parties to the contract and
23 that no costs related to the rates are borne by ot her
24 customers or custoner classes. If no costs related to the
25 rates are borne by other custonmers or custoner classes,
26 t he comm ssion shall approve the contract within 90 days
27 of its filing, or it shall be deemed approved by
28 operation of |aw upon expiration of the 90 days.
29 Information submtted under this paragraph shall be
30 subject to the conmm ssion's procedures for the filing of
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confidential and proprietary information.

(i1i) 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 customers 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
generation facility it built or contracted to acquire
shall be no larger than necessary to neet peak demand of
custoners served under this subparagraph. During tines

when the custoner's demand is |l ess than the electric

20070S1134B1477 - 11 -



di stribution conpany's generation interest, the electric
di stribution conpany may sell excess power on the
whol esal e market. At no tine shall the costs associ ated

with the generating facility interests be included in

facility interests shall not be comm ssion-regul at ed

1
2
3
4
5 rate base or otherwise reflected in rates. The generation
6
7 assets.

8

Section 3. This act shall take effect in 60 days.
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