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HOUSE BILL No. 4725

May 20, 1999, Introduced by Rep. Middaugh and referred to the Committee on Energy
and Technology.

A bill to regulate the distribution and transm ssion of
electricity in this state; to otherw se restructure the electric
i ndustry; and to prescribe the powers and duties of certain state
agencies and officials.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 101. As used in this act:

(a) "Affiliate" nmeans a person who directly or indirectly,
through 1 or nore internediaries, controls, is controlled by, or
is under common control with an electric utility, a person who is
an officer of, partner in or trustee of, or serves in a simlar
capacity with respect to an electric utility, or a person who,
directly or indirectly, is the beneficial owner of 10% or nore of
any class of equity securities of another conpany of which the
electric utility is directly or indirectly the owner of 10% or

nmore of any class of equity securities.

01089' 99 * SAT



© 00 N o 0o b~ W N P

N N NN NNDNRRRRRR R R R
o o0~ WO NP O O 0N O OO b W N P O

2

(b) "Aggregation" nmeans the conbining of electric |oads of
mul ti ple custoners or a single custoner with nultiple sites to
facilitate the provision of direct access electric service to the
custoners.

(c) "Assigned service area" neans the designated geographic
area within the boundaries of which an electricity distributor is
authorized to furnish all electric distribution service.

(d) "Conm ssion" nmeans the M chigan public service comm s-
sion in the departnent of consumer and industry services.

(e) "Consuner" or "custonmer" nmeans an end-user of
electricity.

(f) "Direct access" neans the decision of an electricity
custoner to choose an electricity supplier.

(g) "Electric utility" nmeans a public utility that provided
el ectric service before January 1, 1997.

(h) "Electricity distributor” or "distributor" neans a
person or that person's |essees, trustees, and receivers, owning
or operating equipnment or facilities for delivering electricity
to custoners for conpensation

(1) "Electricity generator"” or "generator" nmeans a person in
this state generating electricity for distribution to 1 or nore
persons ot her than the generator.

(j) "Electricity supplier” or "supplier"” nmeans a person that
sells electricity and related services to electricity distribu-
tors, aggregators, or customers |located in the assigned service

area of electricity distributors.
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(k) "Enpl oyee-rel ated restructuring costs" nmeans costs
incurred by an electric utility as part of restructuring under
this act or comm ssion order.

() "FERC' neans the federal energy regul atory comm ssion.

(m "Hi storic service territory" nmeans the service territory
in which an electric utility provided electric services before
January 1, 1997.

(n) "Kilowatt" neans 1,000 watts.

(o) "Megawatt" neans 1,000,000 watts.

(p) "Nonbypassabl e distribution charge" neans a charge to
persons el ecting direct access to conpensate for certain costs
and services payable to an electric utility, electricity distrib-
utor, or their assignees or successors regardless of the identity
of the electricity supplier.

(q) "Person" neans an individual, partnership, corporation,
associ ation, governnental entity, or other |legal entity.

(r) "Regul ated service" nmeans distribution and transm ssion
services provided by an electricity distributor subject to regu-
| ation by either FERC or the conm ssion.

(s) "Transition charge" nmeans that portion of the nonbypas-
sabl e distribution charge allowed by the comm ssion to recover
stranded i nvestnent costs fromall retail custoners taking el ec-
tric generation service by direct access in the electric
utility's historic service territory.

Sec. 102. The comm ssion shall adm nister this act.

Sec. 103. (1) Electric distribution and transm ssion shal

be regul ated by the comm ssion.
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(2) An electricity distributor shall connect and provide
regul ated service to retail custonmers within the electricity
distributor's assigned service area at rates and on terns and
conditions as authorized by the conm ssion.

(3) Al electricity distributors shall procure power and
energy for any custoner that does not elect to take service from
anot her supplier at rates and on terns and conditions as autho-
rized by the conmm ssion.

(4) An electricity distributor shall be obligated to provide
on a best effect basis standby electric generation service to
custoners who elect to take direct access from another electric-
ity supplier.

(5) The conm ssion shall establish a rate for the standby
el ectric generation service required under subsection (4). The
rate shall be equal to the distributor's top increnental cost
pl us a reasonabl e mar kup.

Sec. 104. (1) Each electric utility with nore than 500, 000
custoners shall allow direct access to its custoners according to
the foll owi ng schedul e:

(a) On an initial date established by the comm ssion, 2.5%
of the electric utility's peak | oad.

(b) Sixty days after the initial date, an additional 2.5% of
t he peak | oad.

(c) One hundred twenty days after the initial date, an addi-
tional 2.5% of the peak | oad.

(d) One hundred eighty days after the date established under

subdi vision (c), an additional 2.5% of the peak | oad.
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(e) On January 1, 2001, an additional 2.5% of the peak
| oad.

(f) On January 1, 2002, allow direct access to the remaining
custoners of the electric utility.

(2) Each electric utility wwth [ess than 500,000 custoners
shall allow direct access to all of its custoners by January 1,
2002 according to 1 of the foll ow ng:

(a) By adopting the schedul e established under subsection
(1).

(b) By an alternative schedule as submtted to and approved
by the comm ssi on.

(3) The percentage of the required | oad under subsection (1)
shall be allocated in a reasonabl e manner as determ ned by the
conmmi ssi on between the electric utility's industrial, conmercial,
and residential custoners.

(4) The conm ssion shall establish an anmount of electricity
that each utility wth nore than 500, 000 custoners shal
set-aside for aggregation. The anount required by this subsec-
tion shall be included in each year's direct access bl ock
requi red under subsection (1).

(5) Custoners eligible to participate in direct access under
this act before January 1, 2002 shall be selected on a bid basis
as determ ned by the conmm ssion.

Sec. 105. Electricity generation service shall be a matter
of contract between the generators and the custoners el ecting

di rect access.
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Sec. 106. (1) The comm ssion shall establish a transition
charge as part of the nonbypassabl e distribution charge for
custoners choosing direct access to allow electric utilities to
recover stranded investnent costs.

(2) I'n determ ning stranded i nvestnent costs, the conm ssion
shal | authorize the recovery of the follow ng costs and cat ego-
ries of costs:

(a) Generation-related regulatory assets and obligations
approved by the comm ssion for inclusion in retail rates includ-
ing, but not limted to, unrecovered costs of demand-si de manage-
ment prograns, plant abandonnent costs, unfunded pensions and
health benefit liabilities, deferred tax liabilities, other regu-
| atory assets, and other simlar costs.

(b) Unanortized capital costs of nuclear power plants
approved by the comm ssion for inclusion in retail rates as of
the effective date of this act.

(c) Contract capacity costs of obligations incurred under
purchase power contracts that were approved by the comm ssion for
inclusion in retail rates prior to the effective date of this
act. This subdivision includes purchase power contracts with a
qualifying facility as defined in the public utility regulatory
policies act, Public Law 95-617, 92 Stat. 3117 and power purchase
agreenents wth resource recovery facilities as defined in
section 60 of 1939 PA 3, MCL 460. 60.

(d) Audited and verified enployee-related restructuring

costs approved by the comm ssion and incurred by an electric
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conpany as part of restructuring under this act after the
effective date of this act.

(e) Audited and verified costs approved by the conm ssion
related to inplenenting restructuring.

(3) The transition charges approved by the comm ssi on under
this act are subject to periodic adjustnent by the conm ssion.
The comm ssion shall establish a nmethodol ogy for the periodic
adj ust nent s.

Sec. 107. An electric utility or supplier shall not utilize
the distribution and transm ssion system of another supplier or
electricity distributor for the purposes of a retail direct
access transaction unless the electric utility or supplier pro-

vi des open and nondiscrimnatory retail direct access and all ows
other electricity suppliers to utilize the electric utility's
facilities.

Sec. 108. (1) This act does not repeal or alter the content
or effect of orders that were issued by the conm ssion before the
effective date of this act.

(2) This act shall not be construed to alter, anend, or void
any court interpretation or holding that existed on the effective

date of this act.
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