State Corporation Commission
2001 Fiscal Impact Statement

1. Bill Number SB1420
House of Origin [ ] introduced  [] Substitute X Engrossed
Second House [ ] in Committee [ ] Substitute [ ] Enrolled

2. Patron Norment
3. Committee Passed House

4. Title Electric Utility Restructuring Act.

5. Summary/Purpose:
Virginia Electric Utility Restructuring Act. Egtablishes a mechanism for

establishing the rates for default service after the capped rate period. The State
Corporation Commission shdl attempt to identify default service providers through
competitive bidding. If that process does not produce willing and suiteble
providers, it may require a distributor to provide default service. The SCCis
prohibited from regulating, on a cost-of-service or other basis, the price at
which generation assets or their equivaent are made avallable for default
service, however, an incumbent utility may bid to provide default service on
such bass. A digtributor's default service plan must provide that the
procurement of generation capacity and energy will be based on the pricesin
competitive regiond eectricity markets. If aplan is not approved, the SCC
will establish rates for default services based on prices in competitive

regiond dectricity markets. In determining whether a market is competitive
and the prices for default services, the SCC will congder its liquidity and

price trangparency, whether competition is an effective regulator of pricesin
such market, the wholesale or retail nature of such markets, the reasonable
bility of such marketsto the distributor's regiond transmission

entity, and such other factorsit finds relevant. The SCC shdl aso consider
default service customers need for rate stability and protection from
unreasonable rate fluctuations. A cooperative's default service ratesin its
service territory after the capped rates period will be based its prudently
incurred cogt. An incumbent utility's decison to make the equivadent of its
generation assets available for default service shdl be subject to approva
based on adequately mesting the public interest. The measure redtricts the
ability of an incumbent utility to make further transfers of generation assets
without SCC gpprova. The measure aso provides for competitive retail billing
and metering. Beginning January 1, 2002, (i) digtributors will be required to
offer consolidated hilling service to suppliers, aggregators, and retail
customers, (ii) suppliers and aggregators will be permitted to bill customers
separady for ther services, and (jii) licensed providers may provide
competitive metering services for large indudtrial and large commercid
customers. Beginning January 1, 2003, (i) licensed suppliers and aggregators



may offer consolidated billing service to distributors and retail customers and
(ii) licensed providers may provide competitive metering services for
resdentia and smdl business customers. The SCC may delay implementation of
competition in these services. Digtributors will be alowed to recover costs
directly associated with the implementation of billing or metering competition
through atariff for dl licensed suppliers, in a manner approved by the SCC.
Therates for any non-competitive services provided by a digtributor will be
adjusted to ensure that they do not reflect costs properly dlocable to
competitive metering or billing service. Municipa eectric utilities and
electric cooperatives are exempt from the competitive metering and billing
requirements unless they offer competitive eectric energy supply to retall
customers in the service territory of an incumbent eectric utility. Other
changes (i) require the SCC to establish minimum periods, if any, that
customers must receive service from their incumbent eectric utilities or from
default service providers after having obtained service from other suppliers,
(i) amend tax provisons to the address that billing services may be provided
by competitive providers other than the person delivering dectricity to
consumers, (iii) authorize the SCC to establish competition phase-in planson a
utility-by-utility basis; (iv) establish thet the provisons of the Act will be
applied to any municipa dectric utility that is made subject to the Act to

the same extent that such provisons apply to incumbent utilities; (v) provide
that rates for new services gpplied for after January 1, 2001, will be treated
as capped rates; (vi) clarify that default service isto be made available

after consumer choice is availableto dl cusomersin Virginia; (vii) require
the SCC to consder the gods of advancement of competition and economic
development in dl rdevant proceedings, and (Viii) require the SCC to report
annually on the status of competition in the Commonwedlth, the status of the
development of regiona competitive markets, and its recommendations to
facilitate effective competition in the Commonwedlth as soon as practical.

6. No Fisca Impact on the State Corporation Commission

7. Budget amendment necessary: None

8. Hsd implications None

9. Specific agency or political subdivisons affected: State Corporation Commission
10. Technicd amendment necessary: None

11. Other comments. The bill was amended in House Corporations, Insurance and Banking.
The bill passed the House with the Corporations, Insurance and Banking amendments 77- 20.
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