
State Corporation Commission 
2020 Fiscal Impact Statement 

 

1. Bill Number:   HB206 

 House of Origin  Introduced  Substitute  Engrossed  

 Second House  In Committee    Substitute  Enrolled 
 

2. Patron: Ware 

 

3.  Committee: Committee Referral Pending 

 

4. Title: Electric utility regulation; retail customer choice. 

 

5. Summary:  Replaces the Virginia Electric Utility Regulation Act with a system under which 

retail customers will be able to purchase electricity from the retail electric provider of their 

choice. The measure requires each incumbent investor-owned utility, electric cooperative, 

and municipal electric authority by January 10, 2021, to file with the State Corporation 

Commission a plan by which it will separate its customer energy services business activities 

that are otherwise also already widely available in the competitive market from its regulated 

utility activities by September 1, 2021, and to separate its business activities into an electric 

distribution utility, an electric transmission utility, a power generation company, and a retail 

electric provider, or into a single electric transmission and distribution utility, by January 1, 

2022. Such separation may be accomplished by creating separate investor-owned companies, 

cooperatives, or municipal electric authorities or through the sale of assets to a third party. 

The measure provides consumer safeguards, including requirements that a retail customer 

have the right to choose a retail electric provider and to have access to providers of energy 

efficiency services, to on-site distributed generation, and to providers of energy generated by 

renewable energy resources. When customer choice commences, a retail electric provider 

that is serving a retail customer on December 31, 2021, may continue to serve that customer 

until the customer chooses service from a different retail electric provider. If the Commission 

determines that a region served by an incumbent electric utility is unable to offer fair 

competition and reliable service to all retail customer classes on January 1, 2022, the measure 

requires the Commission to delay customer choice for the region. The Commission may use 

pilot projects to evaluate the ability of each region served by an incumbent electric utility to 

implement customer choice. After January 1, 2022, an incumbent electric utility may not sell 

electricity or otherwise participate in the market for electricity except for the purpose of 

buying electricity to serve its own needs or while competition for the region served by the 

utility is delayed. The measure requires the Commission to designate, through a bid process 

or other method, retail electric providers to serve as providers of last resort, which will be 

required to offer a customer retail service at a rate approved by the Commission. Metering 

services will be provided by an area's incumbent electric utility or the electric distribution 

utility separated from the incumbent electric utility. Each electric distribution utility is 

required to bill a customer's retail electric provider for non-bypassable delivery charges equal 

to the sum of electric utility charges by customer class based on a forecasted 2022 test year  
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 and the generic customer classes and generic rate design established by the Commission and 

a system benefit fund fee. The system benefit fund fee will be allocated to retail electric 

customers on the basis of the amount of kilowatt hours used and will be set by the 

Commission in an amount to cover the costs of customer education programs, a percentage 

of income payment plan, weatherization programs, and energy efficiency programs. The 

measure requires electric distribution utilities to deploy advanced metering and meter 

information networks for all of their residential customers and nonresidential customers 

within three years after the start date of customer choice, the costs of which shall be 

recovered by a non-bypassable surcharge. The measure authorizes the Commission to 

mitigate market power abuses associated with the transmission, distribution, and sale of 

electricity. The measure requires the Commission by March 1, 2021, to establish an 

independent distribution system operator (IDSO) that will operate and plan the distribution 

systems of all electric distribution utilities and perform other duties, including ensuring open 

access to the distribution systems for all buyers and sellers of electricity on 

nondiscriminatory terms. The IDSO's costs will be recovered through a reasonable and 

competitively neutral rate or fee that is within a range determined by the Commission. 

Distribution utilities are required to transfer the management and control of their distribution 

system assets to the IDSO and to observe the IDSO's policies, rules, guidelines, and 

procedures. By January 1, 2021, each electric utility is required to file proposed tariffs for its 

open-access distribution service, and the Commission is required to set tariffs for electric 

utility services and the system benefit fund fee for each utility by January 1, 2022. The rates 

are required to afford the utility a reasonable opportunity to recover its reasonable costs and a 

reasonable rate of return, fairly allocate the utility's costs among customers, and provide an 

appropriate price signal to customers with respect to renewable energy. The measure requires 

incumbent retail electric providers to make available from January 1, 2022, until January 1, 

2027, to residential and small commercial retail electric customers in its former service area 

utility "price to beat rates" that are six percent less than the incumbent electric utility's 

corresponding average rates that were in effect on January 1, 2019, adjusted to reflect the 

wholesale power cost basis. Incumbent retail electric providers are prohibited from charging 

these customers rates that are different from the price to beat until the earlier of 36 months 

after the date customer choice is introduced or the date that at least 40 percent of the electric 

power consumed in the utility's service area before customer choice is committed to be 

served by independent retail electric providers. The measure requires that retail electric 

providers be certified by the Commission and that aggregators register with the Commission. 

The measure establishes a Percentage of Income Payment Plan (PIPP) providing financial 

assistance for residential customers whose household income is at or below 150 percent of 

the federal nonfarm poverty level. Under the PIPP, the level of payment responsibility to be 

borne by an eligible customer is based on a percentage of the customer's income. Participants 

in the PIPP will receive a monthly credit for the amount by which the participant's actual 

monthly bill for electric service or the statewide average monthly bill amount for that month, 

whichever is less, exceeds 10 percent of the participant's monthly household income if the  

 



House Bill 206 

Page 3 

 

 

 participant's residence's primary source of space heating is electricity or six percent of the 

participant's monthly household income if the participant's residence's primary source of 

space heating is natural gas or propane. The Commission is also required to establish and 

implement a home weatherization program. The measure requires the IDSO to identify the 

achievable cost-effective energy efficiency potential for each electric distribution utility 

service area in the Commonwealth and, if it determines that an electric distribution utility 

service area has achievable cost-effective energy efficiency potential, to issue a solicitation 

for bids from persons to develop and implement energy efficiency programs that achieve this 

potential. The measure authorizes any distributed electricity generation owner to connect 

distributed electricity generation to an electric distribution utility system and authorizes a 

retail electric provider to contract with a distributed electricity generation owner to provide 

that surplus electricity produced by distributed electricity generation is made available for 

sale to the retail electric provider and that the net value of that surplus electricity valued at 

the energy price at the location of the distributed electricity generator is credited to the 

distributed electricity generation owner. The measure provides that electric authorities and 

municipalities that provide electric transmission or distribution service are subject to the 

jurisdiction of the Commission. The measure recasts the Commission on Electric Utility 

Regulation as the Commission on Retail Electric Choice and extends its sunset until July 1, 

2022. The measure limits the powers of electric cooperatives and eliminates their authority to 

operate prepaid metering systems. The measure eliminates the requirement that the 

Commission find that a utility's proposed construction of a new generation facility of 100 

megawatts or more is necessary to enable the utility to furnish reasonably adequate service 

and facilities at reasonable and just rates. The measure also provides that customers who are 

participating in net energy metering programs and third party power purchase programs may 

continue to do so under certain circumstances. 

 

6. Budget Amendment Necessary:  The State Corporation Commission is unable to determine 

if any budget amendment is necessary at this time. See item 8. 

  

7. Fiscal Impact Estimates:  The State Corporation Commission is unable to determine the 

fiscal impacts at this time.  See item 8. 
  

8. Fiscal Implications:  The bill requires the State Corporation Commission ("SCC") to 

establish an Independent Distribution System Operator ("IDSO") and to monitor market 

power in the Commonwealth.  In order to establish an IDSO, the Commission would most 

likely hire consultants with the possibility of hiring additional full time employees.   

Concerning market monitoring, the SCC would most likely hire additional full time 

employees to conduct market monitoring or hire an independent market monitor. The SCC is 

unable to determine the budget impact of the costs at this time.  However, the SCC 

anticipates that such costs would be significant and impact the SCC budget. 

 

9. Specific Agency or Political Subdivisions Affected:  State Corporation Commission 
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10. Technical Amendment Necessary:  n/a 

  

11. Other Comments: No  

 

 

Kim Pate  1/10/20 


