
MW demand, until at least 1998. The minimum service quality 

standards are enforced with customer-specific rebates. During the 

1991-92 fiscal year the REC's and two Scottish companies reported 

a failure ratio of .1 percent in all services rendered and 

incurred penalty payments of 140,000 Pounds. The media interest 

in the Director's annual report on service quality compliance is 

significant. 51 This approach has the advantage of targeting the 

utility penalty dollars to those directly affected. Several 

states have taken this approach to the US West service quality 

debacle. For example, the Colorado PUC requires a telephone 

utility who fails to keep an appointment for installation of new 

or upgraded service by more than four hours to provide the 

affected customer a credit equal to one-third of the installation 

fee. A rule change is also currently pending which would require 

the utility to provide alternative service, including vouchers 

for cellular service, when a new installation order is held more 

than 30 days.52 These innovative, customer-specific remedies are 

important tools to fashion a means to obtain the attention of 

utility management. They are particularly useful when there is a 

specific customer who is affected by the service quality. They 

will not work as well to assure adequate phone center 

performance, service reliability or delivery of low-income 

51Henney, Alex, A Study of the Privitisation of the Electricity Supply 
Industry in England and Wales , EEE Limited (London, 1994) 

52110versight Group agrees on US West Benchmarks", Connections 
(Newsletter of the Colorado PUC), December, 1995 at 4. 

Title Ill: Obligations and Regulation Of The Distribution Company 77 



programs. 

The penalty amount is a matter of wide discretion and should 

obviously be set as a function of the size and revenues of the 

utility. It is absolutely crucial that the penalty amount be 

sufficient so as to have a deterrent effect on utility managers. 

A paltry sum, i.e., one that is small in relationship to O&M 

expenditures or utility revenues, will not have the proper 

impact. In addition, it is proper to take into account the 

utility'S recent service quality performance. If, as in the New 

York Telephone case, the utility has been the subject of prior 

commission investigations and unkept promises, the dollars should 

be set at a significantly higher level than for a utility where 

service quality has generally been good. Furthermore, the 

publicity that may accompany a failure to meet the service 

quality index may result in a loss in public confidence. Barring 

any unusual circumstances, a maximum penalty equal to .5 percent 

of the company's jurisdictional revenues is reasonable. 

Each item in the index should be assigned points (usually 

ten for ease of calculation). Performance would be compared to 

the baseline value, with the percentage change in performance 

being related to the ten points assigned to that item. If the 

penalty dollars are assigned to points (X dollars per point), the 

total points for all categories are then added and penalty 

dollars assigned accordingly. If there are eight items in the 

index, each of which are worth ten points, and the utility 

reports performance at 80 percent of the baseline in two of the 
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eight categories, the result is 76 points out of a maximum of 80 

points. If each point is worth $100,000, the utility pays a 

penalty of $400,000. 

This penalty must be paid in a way that benefits ratepayers, 

i.e., as a one-time credit on customer bills or, where identity 

is possible, in the form of rebates to affected customers (e.g., 

free installation for those who suffered late or missed 

appointments). Alternatively, the amount can offset any rate 

increase otherwise due under the alternative rate plan. In any 

case, customers should be informed of the failure to achieve 

adequate service quality levels on a bill message or in another 

similar communication from the utility. The Maine Commission has 

ordered NYNEX to return any future service quality penalty as a 

one-time credit on customer bills labeled as "REBATE FOR BELOW 

STANDARD SERVICE QUALITY." 
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TITLE IV: REGULATION OF RETAIL ELECTRIC SUPPLIERS: LICENSING AND 

MINIMUM CONTRACT TERMS 

Section 1. Intent. While most commenters in the electric 

restructuring debate might agree that a minimum code of conduct 

should be required for all competitors in the new retail electric 

market, positions will certainly differ about which of the 

various categories of rules outlined in Title II should apply to 

which types of entities. For example, most would agree that rules 

to ensure system operations should apply to all entities whose 

actions may affect the electric system, in particular, to all 

competing retail electric service providers, including generation 

suppliers and aggregators. In contrast, many commenters do not 

agree on the extent to which private, competitive firms should be 

subject to industry-specific rules dealing with competitive 

behavior or contracts with customers. Some parties argue for a 

more laissez-faire approach, while others feel market rules to 

ensure fair competition should be broadly applied, even to 

include energy efficiency providers because efficiency competes 

in the generation market. Consumer protection rules, some parties 

assert, should apply to all firms that deal directly with retail 

consumers. Finally, some parties have indicated a need for rules 

to govern relations between competitive firms and regulated 

monopolies, to ensure a fair competitive playing field with no 

special advantages for retail sales affiliates of the monopoly 

utility. 
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This model legislation takes a broad approach and proposes 

to impose some rules for all types of market participants. The 

terms "supplier" and \\retail electric supplier" are used 

interchangeably to refer to the entire class of competitive firms 

that will be subject to certain market rules. This term includes 

aggregators and marketers to the extent they have the authority 

to contract for the retail sale of electricity, i.e., they have 

some right, title or interest in the output from a generation 

source via ownership or contract. The term does not apply, 

however, to those who do not engage in the sale of electricity. 

In other words, the regulations do not generally apply to energy 

service or demand-side management providers except to the extent 

certain disclosures of their services are required when they make 

use of bills issued by the electric supplier or distribution 

company. 

Section 2. Licensing Requirements. The classic regulatory 

options to assure oversight of a competitive business ranges from 

registration to certification to licensing. Registration requires 

would-be market participants to disclose relevant information to 

a public entity, which would make that information available to 

the public. For example, under electric restructuring rules 

proposed by the Massachusetts Department of Public Utilities in 

May, 1996 (Rule 11.07), a generation provider seeking to do 

business in Massachusetts would have to disclose: (a) its legal 

name and all names under which it conducts business, (b) its 
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business address, (c) information concerning the organization 

structure, e.g./ if a corporation, a copy of its Articles of 

Incorporation and the name, address and title of each officer and 

director, plus proof that the corporation is in good standing, 

(d) proof that the entity is authorized to do business in the 

state (if the entity is incorporated out-of-state), (e) name, 

title and telephone number of the customer service person, (f) 

name, title and telephone number of the regulatory contact 

person, (g) description of the nature of business being conducted 

and (h) evidence of financial soundness such as surety bonds: All 

registered market participants would be required to update their 

information quarterly and whenever there is a material change. 

Licensing should also require reporting of all information needed 

for disclosure and/or labels. As the market evolves, additional 

information requirements could be imposed as well. Both the 

information provided and applicants would be subject to audit. 

Certification (or accreditation) is similar to registration, 

but instead of being under the authority of a public agency, it 

would be implemented by an industry watchdog organization. 

Certification gives the industry a chance to supervise itself, 

with the understanding that government could impose a more heavy

handed approach if the industry fails to do an adequate job. 

Many industries and businesses whose activities can affect 

public health and safety (hospitals, nursing homes, insurance 

companies) are required to have licenses. Like registration, 
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licensing requires that providers submit detailed information and 

that they meet very specific criteria. In addition, many ~icensed 

businesses are closely regulated and subject to inspection. In 

the event that a business violates a regulatory requirement, its 

license may be revoked. In some cases, the employees of a 

licensed entity must have individual professional licenses. 

Industries where this approach is typical include insurance, 

banking, debt collection, non-bank lenders and businesses that 

have an unfortunate history of fraud and misrepresentation, such 

as door-to-door salesmen 'and home repair contractors. 

A bonding requirement is often imposed in conjunction with 

licensing or certification. The amount of the bond should be set 

high enough to compensate those parties adversely affected by the 

firm's failure to perform. Requiring a bond (like a performance 

bond on a construction project) or a letter of credit has at 

least two beneficial consequences. First, the firm's ability to 

obtain a bond or a letter of credit is a proof of its financial 

soundness. Second, the bond provides a source of funds that could 

either pay for system-wide costs and/or compensate to individual 

parties. 

This model legislation proposes a licensing scheme that 

carries with it the presumption that the application will be 

approved within a relatively short time frame. The licensing 

proposal should not be a barrier to entry posed by the typical 

Certificate of Convenience and Necessity used for most public 

Title IV: Regulation of Retail Electric Suppliers 
83 



utility licensing today. Rather, the role of the Commission will 

be to ensure financial safety, system reliability and basic 

consumer protections. Continuing market oversight entails the 

periodic or continuous disclosure of information by the firm 

about its activities and its condition. The information would be 

disclosed to a public entity that would review it for conformance 

with required standards. The oversight entity may be required to 

keep the information confidential, unless it is required as 

evidence in investigating a potential problem. The oversight 

entity would have the authority to order a full audit of the firm 

if the disclosed information suggested a possible violation. Such 

market oversight is sometimes referred to as "light-handed 

regulation" and implicitly contains the potential for heavy

handed regulation if firms do not cooperate with disclosure 

requirements or if other problems arise. 

California's restructuring legislation requires all retail 

suppliers to register with the commission, but the statutory 

requirements are not extensive. They require only the legal name, 

telephone number, address, and agent for service of process. 53 

However, the California PUC's Restructuring decision contemplates 

a more extensive licensing and oversight procedure. The 

Commission's March, 1996 "Roadmap" decision (its description of 

the procedural steps and working group agendas to implement 

5JSection 394. 

Title IV: Regulation of Retail Electric Suppliers 
84 



retail competition)" stated a wider oversight role: 

[Ilt is essential that we establish guidelines and rules for 
new entrants and potential direct access providers. These 
include both operational rules and consumer protection 
measures, which must be adopted in time to allow both 
customers and new entrants to make informed choices. 

And later: 

The rules for new market participants should be closely 
coordinated with parties working on consumer protection 
issues and should include, at a minimum, proposals for 
determining financial fitness, the need for industry 
expertise, access to consumer information, preventing unfair 
marketing practices, the need for tariffs and the 
applicability of service and safety standards. 

The Rhode Island legislation authorizes the commission to 

register retail electric providers and establishes a revocation 

procedure, thus appearing more like a licensing procedure than a 

registration. The registration information must include name: 

business address; name of state where organized; date of 

organization with a copy of official organization documents; name 

and address of officers and partners; name, address and telephone 

number of a customer service contact person; name, address and 

telephone number of a regulatory contact person; name and address 

of an agent for service of process; brief description of the 

nature of the business being conducted; and evidence of financial 

soundness, such as a surety bond, recent financial statement or 

other mechanism specified by the commission. In addition, the 

commission has the authority to promulgate rules that require 

54D.96-02-022 
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additional information "to protect the public interest". 55 

The New Hampshire legislation states the principle that 

"generation services should be subject to market competition and 

minimal economic regulation ... "but does require that retail 

suppliers that do not own transmission and distribution 

facilities (presumably in New Hampshire) " ... should, at a 

minimum, be registered with the commission." Furthermore, "the 

rules that govern market activity should apply to all buyers and 

sellers in a fair and consistent manner in order to ensure a 

fully competitive market. ,,56 

This proposal is modeled on the proposed rules in 

Massachusetts and the Rhode Island legislation, but includes 

several key additions based on the work to date of the California 

Direct Access Working Group (August 1 Draft Report) and the 

California PUC Rules governing new entrants to local telephone 

competition .57 This model legislation requires the typical 

registration requirements that reflect the Massachusetts 

proposal, as well as more significant or substantive filings by 

an applicant: a bond or Letter of Credit in an amount that 

reflects the entity's volume of business within the state and 

information on the supplier's history in other states. It also 

"Section 39- J -27. J 

"Sections 374-F:3(1JI) and (VH). 

"California PUC Order R.95-04-043, 1.95-04-044, Appendix B, December, J 995. 
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establishes a process to review and hold contested proceedings if 

there is evidence that the applicant has a history of fraudulent 

or anti-consumer conduct in other states. Specific authority for 

a revocation proceeding is set forth. If there is no authority to 

revoke a license or to limit its terms and conditions, 

registration is nothing more than a paper-pushing exercise of 

little value to consumers. 

Section 3. Minimum Contract Disclosures. The supplier's 

contract for the sale of electricity and the minimum consumer 

protections in Title II (billing disclosures, credit and 

collection, marketing practices, etc.) comprise the minimum rules 

of conduct required of all suppliers. The minimum contract 

disclosures will establish a level playing field for the 

competition based on price and services. Suppliers can compete on 

customer service provisions if all entrants are required to 

disclosure their key terms for the provision of electric service. 

Furthermore, the level playing field will not provide an 

advantage to either new entrants or retail sales affiliates of 

the former monopoly utility. 

The emphasis is on disclosure rather than price regulation. 

This proposal does not require suppliers to file their prices 

with the commission or subject price and rate design decisions to 

the commission prior to their implementation. However, the 

proposal does require that prices be uniformly disclosed so 

comparison shopping can occur (see Title II, Sec. 3 for billing 
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disclosures) Other key disclosures required in writing in the 

contract include: the supplier's generation fuel source (similar 

to the billing disclosure required in Title II, section 3), how 

to file a complaint with the supplier and the commission, and all 

material terms of the bargain, including termination procedures 

and fees, late fees and bill payment options. 

While the rules governing access to private and public 

customer information are more fully discussed in Title II, 

Section 1, the contract must inform the customer about privacy 

rights and what type of information may be disclosed and to whom. 

A separate written disclosure must be made in a form provided to 

the customer to obtain permission to disclose customer-specific 

information. 

Section 4. Obligations to Distribution Companies. Section 4 

states the obligation of the retail supplier to enter into a 

contract with the distribution company to address billing and 

collection issues, as well as settlements of wholesale usage. The 

contract should be filed with the commission but does not require 

commission approval. 

Section 5. Universal Service Disclosure. Section 5 requires 

all suppliers to provide a written disclosure to their customers 

concerning the availability and type of universal service 

programs available for qualified residential customers. While the 

supplier may not provide any such programs directly, the intent 

of this disclosure is to ensure that all customers are informed 
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about the existence of such programs and know where they can 

apply for assistance. The supplier could include such a 

disclosure in its standard contract provided to all its customers 

or in a separate mailing. If, pursuant to the option in Title II, 

Section 5, the state requires all suppliers to contribute to the 

funding of universal service programs, such a funding mechanism 

should be referenced in Subsection b. 

Section 6. Access to Books and Records; Investigations; 

Fines. The commission's access to the supplier's books and 

records and its investigatory authority is intended to provide a 

similar authority to that which it has over traditional public 

utilities. As a practical matter, the commission is unlikely to 

conduct routine audits but should have the authority to conduct 

investigations upon reasonable cause and obtain access to books 

and records, at a location within the state upon reasonable 

notice. If the commission does not already have the authority to 

order restitution to affected consumers or to levy fines or 

penalties, such authority should be obtained as part of the 

restructuring legislation. While commissions without such 

authority have wielded their regulatory powers via rate cases and 

other certification procedures required for traditional public 

utilities (for example, assessing a penalty on a rate of return 

for violation of consumer protection rules or mismanagement) , 

such tools will not be available for retail suppliers. Even the 

rate case tools have been unusable by commissions faced with 
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system-wide degradation of service in many of the states served 

by US West Telecommunications, Inc. and have sought legislative 

authority to assess fines (e.g., Wisconsin, Washington). If 

commissions do not have the authority to order restitution or 

fines, they will most likely be unable to respond promptly and 

forcefully to an emerging pattern of fraud or violation of 

consumer protection rules. If this is the case, they may be 

forced to make use of their license revocation authority when a 

lesser penalty might be more appropriate. 
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MODEL LEGISLATION 

TITLE I: DEFINITIONS; JURISDICTION; AND 

CONSUMER OUTREACH AND EDUCATION 

Section 1. Definitions. 

A. Aggregator. "Aggregator" means any marketer, broker, public 

agency or special district that combines the loads of mUltiple 

end-use customers in facilitating the sale and purchase of 

electric energy, transmission and other services on behalf of 

these customers. 

B. Broker "Broker" means a person who arranges the sale and 

purchase of electric energy, transmission and other services 

between buyers and sellers but does not take title to any of the 

power sold. 

C. Commission "Commission" means the state's regulatory agency 

with jurisdiction over electric utilities. 

D. Distribution company "Distribution company" means an electric 

utility that owns, operates or manages a system of distribution 

of electricity to end-use customers. 

E. Marketer "Marketer" means a person who buys electricity, 

transmission and other services from an electric utility and 

other suppliers and then resells those services to an end-use 

customer. 

F. Residential customer "Residential customer" means a person 

who applies for or who is granted service from a distribution 

company and who uses electricity primarily for personal, family 

or household use. 
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G. Retail electric supplier "Retail electric supplier" means a 

person engaged in the business of producing, manufactu~ing, 

generating, buying, aggregating, marketing or brokering 

electricity for sale to end-use customers in this State. A retail 

electric supplier shall not be subject to regulation as a public 

utility except as provided in this Act. A broker is not a retail 

electric supplier unless the broker has the capacity to negotiate 

a purchase and sale of electricity with end-use customers on 

behalf of a producer, generator or marketer. 

H. Small commercial customer "Small commercial customer means a 

customer who uses electricity for nonresidential purposes, but 

whose maximum peak demand in any calendar year is less than [ 

1 . 58 

I. Renewable "Renewable" means a source of electricity that 

complies with the requirements of a 

Qualifying Small Power Production Facility pursuant to the Public 

Utility Regulatory Policy Act, 16 U.S.C. §796(17). 

Section 2. Jurisdiction. 

A. Legislative intent. The commission shall have jurisdiction 

over retail electric suppliers for the purposes set forth in this 

Act. It is the intent of the Legislature that the commission 

exercise any discretionary authority granted by this Act to 

stimulate the development of a competitive market for the retail 

"In the California restructuring legislation, this is defined as a customer that has a maximum peak 
demand of less than 20 kilowatts. 
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sale of electricity while at the same time ensuring this market 

operates efficiently and fairly for all consumers. The commission 

may take into account the needs of consumers when entering a 

period of transition from a period of monopoly services to a more 

competitive market. 

B. Report to the Legislature. The commission shall report 

annually to the Legislature on the progress made to implement the 

provisions of this Act and any further recommendations concerning 

the State's ability to assure the development of a fair 

competitive market for the sale of electricity, while at the same 

time preventing fraud, abuse and adverse impacts on consumers 

generally and particularly residential and small commercial 

customers. The commission's report shall contain the number of 

retail electric suppliers licensed in this State, the number of 

licenses granted and revoked in the past year, the number and 

type of consumer complaints resolved by the commission, its 

activities with regard to the requirements of Section 3, Consumer 

Outreach and Education Programs and the result of any 

investigations or rulemakings undertaken pursuant this Act. 

Section 3. Consumer Outreach and Education. 

A. Commission obligation. A smooth and orderly transition to a 

competitive electric industry requires an informed and involved 

public. The commission shall be responsible for ensuring and 

overseeing a comprehensive public education program. 

B. Minimum requirements. The commission's comprehensive public 

education program shall be designed to maximize public 
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participation in the commission's decision-making process 

undertaken pursuant to this Act, minimize customer confusion 

about the changes being undertaken in the electric industry and 

equip all customers with the means to effectively participate in 

a competitive electric market. The commission's outreach and 

education plan shall include: 

(l)The dissemination of information by means of interactive 

approaches, as well as brochures or other written materials, 

and a variety of mass media outlets. 

(2) An explanation in clear, accessible language of the 

basic concepts of electric restructuring, information that 

rates, consumer protections and low-income programs may be 

affected by decisions of the commissions; an explanation of 

customer risks and responsibilities; an explanation of current 

consumer protections and a comparison with those recommended 

or approved by the commission under a retail competition 

market structure; information about how to assess and make use 

of a household energy profile to shop for electricity; advice 

on how to select a retail electric supplier; information about 

aggregation; information about dispute resolution mechanisms, 

including the role of the commission in resolving disputes 

with retail electric suppliers; and a notice of how to obtain 

additional information. 

(3) Well-publicized public forums conducted in several 

geographical areas of this State to obtain public input and 

provide opportunities for exchange of questions and answer. 
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(4) The active involvement of community-based organizations 

in developing messages and devising and implementing edu2ation 

strategies. 

(5) Targeted efforts to reach rural, low-income, elderly, 

non-english speaking, disabled, minorities and other 

traditionally under-served populations. 

(6) The use of focus groups to gather public input on both 

broad restructuring issues and concerns, as well as on public 

education needs. 

(7) A toll-free hotline to provide guidance to consumers 

seeking advice about personal energy needs, the selection of a 

retail supplier, aggregation or dispute resolution. 

(8) The use of pre-established outcome measures of customer 

awareness, understanding and ability to act to evaluate 

periodically the success of the commission's education and 

outreach efforts. 

D. Required commission information. The commission shall make 

available, without charge, the following information that is 

regularly updated and revised: 

(l)Listings of licensed retail electric suppliers 

(2) Information on service quality and price comparisons 

(3) A summary of the total number and type of consumer 

complaints filed and resolved. 

E. Public alerts. The Commission shall issue public alerts 

about any unauthorized or fraudulent companies attempting to do 

business in this State. 
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F. Commission resources. The commission shall assign at least 

one full-time person to act as the coordinator of the 

Commission's outreach and education effort and assign sufficient 

additional staff to public assistance, dispute resolution, 

education and related functions so as to assure the compliance 

with the minimum provisions of this Section. 

G. Intervenor funding. The Commission shall fund nonprofit 

citizens groups to participate in formal and informal 

collaborative proceedings sponsored or endorsed by the commission 

so as to ensure that a representative number of consumer and 

community organizations participate effectively in proceedings 

designed to implement this Act. Compensation shall be authorized 

for actual expenses and shall be limited to that funding the 

commission finds necessary to respond to a showing of financial 

hardship, including where the economic interests of the group or 

organization is small in comparison to the cost of effective 

participation, and where participation is necessary to make a 

substantial contribution to the proceedings. The commission may 

order some or all of the costs of participation, based on the 

organization's degree of financial hardship and its intended 

level of participation. The commission shall respond to requests 

for funding under this subsection at any time after a proceeding, 

whether formal or informal, has commenced. 

H. Electric consumer education trust. The commission shall 

establish an Electric Consumer Education Trust to support grants 

to community-based organizations to conduct education and 

96 Model Legislation: Definitions, Jurisdiction, Outreach 



outreach efforts. The commission may charge a licensing fee to 

every retail electric supplier not to exceed [$ J per 

kilowatt-hour sold in this State to fund the Trust. The 

commission shall appoint an advisory committee composed of a 

representative sample of consumer interests, state government 

officials, retail electric suppliers and distribution companies 

to review grant requests and advise the commission on the award 

of grants. 
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TITLE II: CONSUMER PROTECTION REQUIREMENTS FOR 
RETAIL ELECTRIC COMPETITION 

Section 1. Findings and Statement of Purpose 

The Legislature declares that the goal of increasing retail 

competition in the sale of electricity must be accomplished with 

minimum consumer protections to enhance customer understanding, 

prevent unfair trade practices and establish minimum criteria to 

govern the sale of electricity between consumers and retail 

energy suppliers and between consumers and their electric 

distribution company. The Legislature hereby declares that 

electricity is a basic necessity of modern life, that generation, 

sale and distribution of electricity has been imbued with a 

public purpose that is still relevant today, and that the 

deregulation of the price of retail sales of electricity must be 

accompanied by reasonable conSumer protections regarding the 

terms and conditions of contracts for the retail sale of 

electricity and with due regard for customers who are at risk if 

left without electricity. 

Section 2. Minimum Consumer Protection Standards 

The commission shall adopt rules that establish the 

following minimum consumer protections as a condition of allowing 

retail competition in the sale of electricity in this State. 

These rules shall be applicable to all persons who sell, offer to 

sell or distribute for sale electricity to retail customers in 

this State. The commission may adopt rules that contain 

additional consumer protection standards or that expand the 
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minimum standards listed below unless it finds that such 

regulation impedes the development of a competitive market and 

that the ben~fits of the competitive market outweigh the 

protections of the proposed legislation. The commission shall 

report annually to the legislature any action it has taken or 

proposes to take with respect to this provision. 

2.1. Right of privacy The expectation by consumers that 

their utility billing and payment records will remain 

confidential is reasonable. Distribution companies and 

retail electric suppliers shall protect a customer's usage, 

billing and payment history from disclosure unless the 

disclosure is authorized by law, or has been approved by the 

customer in writing. This prohibition shall not be 

interpreted to prevent a distribution company or supplier 

from selling or releasing generic information concerning the 

usage, load shape curve or other general characteristics of 

customers as a group or rate classification. The commission 

may protect the generic information of any customer group or 

class if it determines that the release of this information 

would lead to a prohibited practice, such as unlawful 

discrimination, or that the release would reveal individual 

customer information because of the size of the class or the 

nature of the information. A distribution company is 

authorized to release a list of its customers and their 

addresses to any retail electric supplier under such 

conditions as specified by the commission by rule. The 
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commission may authorize the release of customer-specific 

information by a distribution company or supplier if it 

determines that the access to the identified information 

would not be harmful to individual customers and the 

benefits to the customers whose information would be 

released will outweigh any detriments. 

2.2. Meters A distribution company must offer to install 

a mechanical, watt-hour meter (or other meter typically 

installed or required for service for the customer class in 

question) as a condition of providing service to any 

residential and small commercial customer. No residential or 

small commercial customer shall be required to obtain a 

special meter to participate in the choice of a retail 

electric supplier. The commission shall adopt guidelines for 

settlements of electricity sales that allow any customer to 

participate in the retail electric market without obtaining 

a real-time meter. 

2.3. Bills The commission shall adopt rules that govern 

the minimum disclosures that must be included in all bills 

issued by distribution companies and retail suppliers of 

electricity. These minimum disclosures must include a 

requirement to disclose the fuel type and location of the 

generation source used to supply the electricity sold to the 

customer. The commission's rules shall contain a uniform 

method of disclosing the price of the electricity sold to 

the customer so that customers can compare prices and shop 
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for electricity based on their own usage profile. 

Distribution companies shall be required to offer billing 

and collection services to retail electric suppliers, and 

the commission may regulate the minimum terms for this 

service, but suppliers shall not be required to buy this 

service and may bill and collect directly from their 

customers. The commission'S rules shall also describe the 

method by which a distribution company or supplier may bill 

customers for energy efficiency services or products in 

addition to the sale of electricity. 

2.4. Basic service 

(a) Every distribution company shall arrange for the 

provision of Basic Service to any residential or small 

commercial customer who does not choose a specific retail 

supplier by a specific date after the initiation of retail 

competition and customer choice, who specifically requests 

Basic Service or who has been refused or denied service by a 

retail supplier for any reason. The intent of this provision 

is to provide a default source of electricity service for 

those residential and small commercial customers who would 

otherwise be without electricity as a result of the 

initiation of retail electric competition. 

(b) The distribution company shall conduct a bid to 

choose the retail electric supplier for Basic Service and 

bill and collect for this service for qualified customers. 

The commission shall determine the minimum requirements for 
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the provision of Basic Service. The bid shall be conducted 

annually and require at least one option for a price that 

does not vary by time-of-day or season and may require 

additional rate design features as required by the 

commission. If there are less than three suppliers that bid 

for this service, the commission shall approve the selection 

of the retail supplier for Basic Service. 

(c) There shall be no administrative or fixed fee 

associated with initiating Basic Service charged to the 

customer, except that the commission may authorize a fee for 

a customer who requests Basic Service more than once in any 

12- month period. The commission shall exempt low-income 

customers or those who are denied or refused credit by a 

retail supplier from any such fee. The commission shall 

regulate the conditions under which the distribution company 

may disconnect Basic Service. 

(d) As an alternative to Basic Service for those 

customers who do not select a retail electric supplier 

within a reasonable time after the initiation of retail 

competition and after notice and opportunity to select a 

supplier, the commission may require a program that randomly 

assigns such customers to approved retail electric 

suppliers. The commission may initiate such a program when, 

in its judgment, there are sufficient retail electric 

suppliers willing to accept such customers and the retail 

market for the sale of electricity is sufficiently robust 
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and enjoys a high degree of satisfaction with a majority of 

customers. If the commission initiates such a random 

assignment approach, Basic Service shall continue to be 

available through the distribution company as described in 

paragraphs (a)-(c). The commission shall report to the 

[committee with jurisdiction over energy and utility 

matters] no later than three years after the enactment of 

this section on the extent of the use and price of Basic 

Service and recommend whether customers who have not chosen 

an electricity supplier should continue to automatically 
" 

receive Basic Service or whether in the future customers 

should be assigned randomly to electricity suppliers who 

indicate a willingness to accept such customers. 

2.5. Universal Service 

(a) Electricity is an essential service and should be 

affordable to all customers. The commission shall continue 

existing programs and initiate new programs targeted to low-

income customers and others who may be vulnerable if 

electricity is unavailable, even if only temporarily. 

Improved or additional programs shall be initiated if the 

commission finds that electricity is unaffordable for a 

significant number of customers. The commission's 

regulations to implement this overall policy shall be 

designed to target assistance based on need, as defined by 

the size of the household annual bill as a percentage of 

household income, adjusted for family size. The commission 
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may vary the amount and type of assistance based on 

appliance and usage characteristics. The commission shall 

coordinate its program with financial assistance available 

to the household for the payment of energy bills from state, 

federal, private and other sources and shall adopt a 

delivery structure for its program that is cost-effective 

and coordinated with other energy assistance programs. 

(b) The commission shall initiate programs that 

(i) reduce the amount of the total annual bill to an 

affordable amount based on need as defined above, 

(ii) assist the customer to reduce the amount of the 

electric bill by means of energy efficiency measures and 
,. 

customer education; 

(iii) regulate the disconnection of service during the 

winter period so as to prevent health and safety risks to 

low-income and other vulnerable customers during cold 

weather months; and 

(iv) increase the ability of the consumer to make 

timely and consistent payments toward the full amount 

owed. 

(c) The commission shall require the distribution company 

to deliver or arrange for the delivery of the Universal 

Service program and, in order to reduce administrative 

costs, the distribution companies shall make use, to the 

fullest extent practicable, of existing community-based 

organizations who administer one or more fuel assistance and 
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energy efficiency programs. 

(d) A customer who participates in the Universal Service 

program is not required to use Basic Service as a condition 

of the receipt of assistance. The distribution company shall 

provide any bill reduction or discount in the bill issued by 

the distribution company, but the amount of the bill 

reduction shall be calculated based on the customer's total 

electricity bill, including that portion provided by the 

retail electric supplier. 

(e) The provision of Universal Service programs pursuant 

to this section shall be funded as follows: 

ALTERNATIVE A 

Universal Service programs shall be funded by a fee 

levied on all retail electric suppliers authorized to do 

business in this State and distribution companies. The fee 

shall be collected from retail electric suppliers in 

proportion to their revenues for the retail sale of 

electricity in this State. The fee from distribution 

companies shall be calculated and collected as part of the 

company's revenue requirement. The amount of the fee shall 

reflect the commission's determination of the need and scope 

of the program on an annual basis. 

ALTERNATIVE B 

There is hereby created an Energy Universal Service Fund, 

the purpose of which is to assure that affordable energy is 
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available to all households. The Fund shall be administered 

by the [commission or other state energy agency). ~he Fund 

shall be composed of a fee assessed on all suppliers of 

residential energy (except fuels used primarily for 

transportation) doing business in this State based on their 

proportional share of the sales of all energy to customers 

in this State. The Fund shall be designed to collect 

sufficient funds to target assistance to households with an 

energy burden in excess of 15 percent of their total 

household income. In order to determine the most practical 

and equitable amount and method of collection of the fee, 

the Commission for the Establishment of a Energy Universal 

Service Fund is created. It shall be composed of nine 

members, two of which are appointed by the Speaker of the 

House, two by the President of the Senate, two by the 

Governor, the Chairman of the commission, the [state's 

public advocate] and the director of the [state energy 

office or state planning office]. At least one member shall 

represent energy fuels not regulated by the commission, one 

shall represent a distribution company, one shall represent 

low-income residential customers, and one shall represent a 

retail supplier of electricity. This Commission shall report 

to the Legislature no later than six months after the 

enactment of this subsection with its recommendations on the 

amount and method of collection of sufficient revenues to 

achieve the goal of the Fund. 
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2.6 Credit and collection practices The commission shall 

adopt rules that contain minimum credit and collection 

procedures and practices applicable to retail electric 

competition, including: 

(a) application for service; 

(b) credit evaluation and deposits; 

(c) when disconnection of service can be used as a 

method of collection, the timing of notices of 

disconnection and required disclosures, disconnection 

procedures and a customer's right to a payment arrangement 

to prevent disconnection; 

(d) a customer's right to retain service during a 

temporary medical emergency; 

(e) a tenant's right to avoid disconnection of service 

when a landlord fails to pay an overdue bill and the 

tenant's right to obtain service in his or her own name; 

(f) limitations on the transfer of previously unpaid 

debt from one customer's account to that of another and 

from a customerls account at one location to an account at 

another location, 

(g) limitations on the billing of previously unbilled 

amounts; 

(h) when late fees may be assessed and limitations on 

their amount and method of application to an overdue 

amount; 

(i) reconnect ion rights and limits on reconnection 
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fees; and 

(j) rules concerning partial payment and the allocation 

of payments and credits to regulated and unregulated 

portions of the total electric bill when the distribution 

company bills for the electricity supplier or when the 

distribution company bills for both regulated and 

unregulated services. 

The commission's rules may distinguish between 

distribution companies and suppliers in the establishment of 

its minimum standards, between the rules applicable to Basic 

Service and those applicable to less regulated suppliers and 

products and between rights and remedies for residential and 

nonresidential customers. 

2.7. Unfair trade and marketing practices. The 

commission shall monitor the trade regulation and marketing 

practices by retail electric suppliers and may exercise the 

authority to adopt unfair trade practice rules applicable to 

retail suppliers upon the same grounds and with the same 

remedies as contained in 

[reference to state mini-Unfair Trade Practices Act]. The 

commission shall specifically adopt regulations to prevent 

the unauthorized change in a customer's supplier (so-called 

"slamming") and allow any customer the right to rescind 

without charge their choice of electric supplier no later 

than midnight on the third day following the customer's 

receipt of a written confirmation of an agreement to 
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purchase electricity. 

2.8. Dispute resolution. The commission shall establish 

and advertise a citizen's electricity market hotline with a 

toll-free 1-800 number that shall respond to consumer 

questions and complaints about their electric service and 

the transition to a more competitive retail electric market. 

The commission's rules shall include a requirement that all 

distribution companies and suppliers notify their customers 

at the time service is initiated, and upon the receipt of a 

complaint from a customer, of their right to informally 

appeal their complaint to the [state public utility 

commission] at [address} and by calling the commission's 

toll-free number. No distribution company or electricity 

supplier may disconnect or discontinue service to a customer 

for a disputed amount if that customer has filed a complaint 

that is pending with the commission pursuant to the 

commission's rules. The phrase, "receipt of a complaint" 

means, with respect to a distribution company and supplier, 

that a customer (or applicant) has notified the company 

orally or in writing that he or she is not satisfied with 

the company's initial response to their complaint. The 

commission shall have the authority to investigate, mediate 

if possible, hear and resolve any complaint submitted by a 

customer except that the commission may not award damages. 

2.9 Right to change supplier. A customer may change his 

or her retail electric supplier at any time, but may remain 
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responsible for any unpaid charges owed to a supplier if the 

customer fails to give proper notice. A retail supplier 

shall not require any notice that exceeds three business 

days. Any fee or penalty charged by the supplier associated 

with early termination of a contract shall be conspicuously 

disclosed in any contract between the supplier and the 

customer. The commission shall adopt rules that specify the 

type and manner of communications between the customer and 

the supplier and between the supplier and the distribution 

company to effectuate a customer's change in supplier. 
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TITLE III: REGULATION OF DISTRIBUTION COMPANIES 

Section 1. Findings and Statement of Puroose. The Legislature 

finds and declares that the role of the distribution company must 

be redefined in a competitive retail electric market. The 

distribution company will be required to retain its monopoly role 

with respect to the construction and maintenance of the 

distribution system for all customers, installation of service 

and meter reading, billing of customers for distribution and 

transmission services and provision of optional billing services 

under contract with retail electric providers. The distribution 

company shall provide access to the electric grid in a 

nondiscriminatory manner to customers, be subjected to regulation 

of the commission for prices and the quality of its customer 

service, and undertake such additional obligations with respect 

to energy efficiency and universal access services as determined 

by the commission. The purpose of this Title is to supplement 

existing law, and , where appropriate, substitute rights and 

obligations for distribution companies in an electricity market 

characterized by retail competition. 

Section 2. Right of Access. A distribution company shall 

provide access to the distribution system to all customers in a 

nondiscriminatory manner and pursuant to such specific procedures 

as set forth by the commission by rule. A distribution company 

shall not discriminate in its provision of billing and service 

agreements with retail electric suppliers licensed to do business 

in this State, nor shall a distribution company take any action 
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that provides any benefit or favor to its retail sales affiliate 

in the provision of services to retail electric suppliers or 

wholesale or retail customers. The commission shall adopt a code 

of conduct that will govern the interactions of a distribution 

company and any affiliates. In addition, the commission shall 

adopt rules to govern the minimum procedures that must be 

followed by both distribution companies and retail electric 

suppliers to assure both connection and disconnection of service 

in a fair and equitable manner, taking into account the consumer 

protection and universal service obligations set forth in Title 

II. 

Section 3. Unbundled Rates. A distribution company shall 

unbundle or separate its charges for distribution and 

transmission services into the following components: 

Section 3~1. Transmission services; 

Section 3.2. Distribution services, which shall include 

the costs associated with Universal Service programs and 

energy efficiency programs or expenses authorized by the 

commission, bad debt and other expenses associated with the 

consumer protection provisions of these rules; 

Section 3.3. Charges for electricity supplied by a 

retail electricity supplier or Basic Service arranged by the 

distribution company in accordance with these rules; and 

Section 3.4 Stranded Cost Recovery Charge. 

Section 4. Performance-Based Ratemakinq The commission may 

require a Performance-Based Ratemaking plan for a distribution 
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company if it determines that it is more likely than not that 

prices or revenues relating to basic distribution services will 

be lower than under traditional rate of return regulation and if 

the plan meets the following minimum requirements: 

Section 4.1. The term of the plan shall not exceed five 

years. 

Section 4.2. The plan shall provide for an annual 

review of prices or revenues based on changes in an index 

that reflect national inflation trends minus a productivity 

factor. The productivity factor shall account for the 

expected improvement in productivity consistent with that of 

the average firm in the business of distribution of 

electricity and may also include the following components: 

accumulated inefficiencies, reflecting any inefficiencies 

that have accumulated over time in rates of electric 

companies under traditional rate of return regulation; a 

customer dividend, reflecting the increase over historical 

productivity of the distribution company in the electric 

industry that can be expected when the distribution company 

is regulated by Performance-Based Ratemaking; and an input 

price or cost differential, reflecting any difference in the 

change in input prices or costs between the U.S. economy and 

the electric industry over a relevant period of time. 

Section 4.3. The commission may also take into account 

exogenous factors in the annual price review if those 

factors are external to the distribution company and not 
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subject to its control or reasonable anticipation, such as 

federal and state changes in tax laltls I and have had a 

significant impact on the revenues of the company. 

Section 4.4. The commission may provide for separate 

tracking of the costs associated with energy efficiency and 

universal service programs external from the index that 

governs prices generally. 

Section 4.5. The commission may allow the distribution 

company substantial price flexibility for specified services 

within each customer class subject to a floor of [long~run 

marginal costs] and a cap reflecting changes in the national 

inflation index as described in Section 4.2. The commission 

may distinguish between customer classes and types of 

services in determining the proper degree of pricing 

flexibility for each distribution company, but in no case 

shall the distribution company shift costs associated with 

the pricing flexibility authority between customer classes 

without specific commission review and approval. The 

commission's pricing flexibility rules may include a 

reduction or elimination in filing requirements. 

Section 4.6. The commission shall adopt an earnings 

sharing mechanism only for extraordinarily high or low 

earnings. Any earnings sharing provisions of the plan shall 

be designed to maximize the incentive to the utility to 

increase its efficiency and thereby lower prices for all 

customers. 
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Section 4.7. To prevent a distribution company from 

increasing earnings at the expense of service quality and 

reliability, any plan approved by the commission shall 

contain a Quality of Service and Reliability Index . This 

Index shall measure a reasonable number of service quality 

and reliability indicators, compare annual performance with 

a baseline level of performance in existence at the 

beginning of the plan, assess penalties on the company's 

earnings and provide rebates to affected customers in any 

year in which the company's performance fails to comply with 

any baseline performance level. The amount of the penalty 

shall not be less than .5 percent of the company's 

jurisdictional revenues. Customers shall be informed when a 

penalty is triggered in a manner approved by the commission. 
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TITLE IV: LICENSING AND DISCLOSURE REQUIREMENTS 

FOR THE SALE OF ELECTRICITY BY RETAIL SUPPLIERS 

Section 1. Purpose The purpose of this Title is to 

establish the jurisdiction of the [state regulatory body] over 

retail electric suppliers and set forth the conditions under 

which such suppliers may obtain a license to sell electricity 

at the retail level in this State. 

Section 2. Licensing No retail electricity supplier shall 

engage in the business of the sale, marketing, broke ring or 

aggregating for the sale of electricity in this state without a 

valid license from the commission. All retail electric 

suppliers who seek to do business in this state shall file an 

application with the commission that includes the following 

information and any additional information required by the 

commission.by rule: 

(a) legal name; 

(b) business address; 

(c) that state where incorporated; date or 

organization; copy of the articles of incorporation, 

association or other form of organization; 

(d) name and business address of all officers and 

directors, partners; or other similar officials; 

(e) name, title and telephone number of customer 

service contact person; 

(f) name, title and telephone number of regulatory 

contact person; 
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(g) name, title and address of registered agent in this 

state for service of process; 

(h) description of the nature of the business to be 

conducted, and a map showing the geographic area where the 

supplier seeks to do business; 

(i) the source of generation relied upon by the 

supplier 

(j) a copy of the standard contract proposed to be used 

by the supplier for residential and small commercial 

customers; 

(k) whether the applicant or any member of its Board of 

Directors or officers have been or are the subject of 

state or federal investigation, license revocation or 

lawsuit, and, if so, the identification of such states and 

proceedings; and 

(1) evidence of financial soundness, such as surety 

bonds, a recent financial statement, or other evidence as 

specified by the commission. 

The application shall be deemed approved after 90 days, 

unless the commission initiates an adjudicatory proceeding by 

public notice that states the reason(s) why there is reason to 

believe that the application should be denied. The applicant 

shall have an opportunity to correct any deficiency noted by the 

commission in writing or request a public hearing. A failure to 

comply with the application requirements or evidence that 

indicates a pattern of violation of state or federal consumer 
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protection laws and rules, including Antitrust laws and 

securities rules/ shall be sufficient to deny an application. A 

license shall remain valid for a period of five years unless 

sooner revoked. 

After a license is issued, a retail electricity supplier 

must inform the commission in writing of any substantial change 

in the information submitted to obtain a license from the 

commission within ten days of the event The failure to provide 

such information in a timely manner shall be grounds for 

revocation of the license. 

The commission may revoke a license for the retail sale of 

electricity for cause after opportunity for public hearing. The 

commission may issue an order that prevents a supplier from 

marketing or signing up new customers during the pendency of an 

investigation or revocation proceedings when it finds that there 

is probable cause to believe that consumers will be harmed or 

that the reliability of the electrical supply of this state will 

be harmed by the actions of the supplier. 

Section 3. Contracts for the Sale of Electricity A retail 

electricity supplier shall promptly provide a written contract to 

a residential or small commercial customer who has agreed to 

purchase electricity from the supplier. The contract shall be in 

writing and contain all the material terms. At a minimum, the 

contract shall conspicuously disclose the following information: 

118 

(a) The recurring and nonrecurring monthly charges; 

(b) The supplier's source of electricity and fuel 
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source; 

(c) The customer's right to file a complaint with the 

commission (and the commission's toll free telephone 

number) after the customer has attempted to resolve the 

dispute with the supplier: 

(d) The supplier's License Number from the Commission, 

full disclosure of all names under which the supplier does 

business in this state, how the consumer will receive 

bills and the name and address of the supplier's billing 

agent, if any.: and 

(e) How the supplier handles the customer's personal 

usage, billing and payment information, how such 

information might be used or disclosed in a manner not 

obvious to the customer, what non-private information is 

disclosed and to whom, and how the customers can allow the 

supplier to release their customer-specific information. 

Section 4. Obligations to Distribution companies. A retail 

electricity supplier shall enter into a contract with each 

distribution company that services its customers. The contract 

shall describe the billing arrangements between the distribution 

company and the supplier, how information concerning customer 

status will be transmitted between the two entities, whether and 

under what conditions upstream metering will occur to facilitate 

settlements of non-hourly metered customers and other settlement 

issues. The contract shall be filed with the commission by the 

retail electric supplier prior to the commencement of business by 
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the supplier in this State. 

Section 5. Disclosure of Universal Service Programs. A 

retail electric supplier shall inform every prospective customer 

of the availability of Universal Service programs for qualified 

customers and how customers can apply for such programs. A 

summary of such programs shall be provided in writing within ten 

days of commencement of service for residential customers. 

[For funding obligation, see Title II, Section 5, 

Alternative B.] 

Section 6. Commission Access to Books and Records; 

Investigation; Fines The commission shall have access to a retail 

electric supplier's books and records concerning its business 

within this state upon reasonable notice in order to investigate, 

upon reasonable cause, any alleged violation of this Act. The 

supplier shall make such books and records available to the 

commission within this state at a location convenient to both 

parties. Upon reasonable cause, the commission may initiate an 

investigation of the supplier's business in this state for the 

purpose of determining compliance with any provision of this Act. 

Upon initiating such investigation, the commission shall notify 

the supplier and other interested parties and take such steps as 

are necessary and proper to protect the confidentiality of 

information obtained from suppliers that would unfairly impact 

the supplier's ability to compete in the future for sales of 

electricity in this state. The commission shall offer the 

supplier an opportunity to respond and request a public hearing. 
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Upon a finding that the supplier has violated one or more 

provisions of this Act, the commission may issue such orders as 

necessarYI pursue a revocation of the supplier's license, order 

restitution to specific customers and assess fines according to 

section [other applicable authority to assess penalties or 

fines] . 
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MODEL REGULATIONS 

CHAPTER 1: MINIMUM CONSUMER PROTECTION REQUIREMEN:::'S 

A. Applicability. These rules shall be applicable to 

electric distribution companies and retail suppliers of 

electricity ("supplier") doing business in this State. Unless 

specifically stated otherwise, these provisions apply to both 

entities who shall be referred to as the "seller" for the 

purposes of this Chapter. 

B. Customer Bill of Rights. The following standards shall 

govern the sale of distribution and transmission services and the 

retail sale of electricity to residential and small commercial 

customers: 

1. Privacy. A customer shall have a right to the 

privacy of billing, payment and specific usage and appliance 

information that is obtained by the seller in the normal 

course of business. 

(a) A seller shall obtain the permission of the 

customer in writing before releasing customer-specific 

information. Any form provided to the customer to grant 

permission for the release of customer-specific 

information must specify the type of recipient and 

category of information proposed to be released and 

describe how the customer can rescind this permission 

at any time. 

(b) A customer may rescind a previously-granted 

permission at any time in writing to the person who 
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solicited the permission. A rescission is effective no 

later than three bus~ness days after the customer 

deposits it in the U.S. mail. 

(c) A seller may at any time release generic 

information about a customer class or its customers in 

general, such as load and usage data, appliance 

penetration, demographic information, and payment 

experience. Generic customer information shall not be 

released without permission of the affected customers 

when the information concerns a customer class or group 

of customers that is small enough to reveal the 

probable usage, billing or payment behavior of 

individual members of the customer group or class. 

There shall be a rebuttable presumption that a customer 

class or group with less than [ 1 members meets this 

criteria. Furthermore, no seller shall sell or release 

information within its possession that would, if used 

as a basis to grant credit, result in a credit decision 

on a prohibited basis set forth in the federal Equal 

Credit Opportunity Act, 15 U.S.C. §§1691, et seq. 

(d) A distribution company shall make available a 

list of its current customer names and mailing addresses to any 

supplier upon request and for a 

reasonable fee. 

Appendices 

(e) A distribution company may not release customer 

information, either generic or individual (with the 
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necessary customer permission), to any organization 

affiliated with the distribution company or subject to 

common ownership with the distribution company without 

offering the same information on the same terms to any 

supplier who requests it. The revenues received by a 

distribution company for the sale of this information 

shall be included in the determination of the company's 

revenue requirement. The commission may impute revenues 

to the distribution company to reflect the market value 

of the information sold or provided to any supplier. 

(f) The commission and any law enforcement agency 

may have access to individual customer records without 

the permission of the customer as necessary to conduct 

its regulatory duties and supervise sellers for 

compliance with State law and these regulations. The 

commission shall retain any such records in its files 

as confidential and such records shall not be 

considered available to the public under any "right to 

know" or disclosure law without the written consent of 

the customer. 

(g) A seller may release a customer's credit history 

to a third party in an attempt to collect an unpaid 

debt or to report on the customer's payment history to 

a credit reporting agency under the terms of applicable 

state and federal law. 

(h) A retail electric supplier shall not disclose 
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Appendices 

customer-specific information relating to usage, bill 

payment patterns or other information ruled private by 

the commission without the customer's permission. A 

customer's permission cannot be provided with a clause 

in a contract for the sale of electricity. Permission 

can only be obtained in writing on a separate document. 

This prohibition shall not be applicable to customer

spec·ific usage information provided by a distribution 

company to an entity who seeks to deliver energy 

management services to customers of the supplier 

pursuant to a commission-approved program . 

2. Meters. 

(a) A distribution company shall continue its 

obligation to furnish a standard meter for the customer 

class in question to any residential and small 

commercial applicant for service at a previously 

unserved location without separate charge. All other 

customers must install a meter that can record hourly 

demand and usage characteristics by 

(b) A customer may install a different meter if it 

meets the technical qualifications and installation 

specifications established by the distribution company. 

The distribution company may adopt reasonable 

procedures to assure compliance with its technical 

qualifications and installation specifications and 

125 



126 

shall inform its customers of these requirements 

promptly upon request. 

(c) A supplier may vary the price of electricity 

based on the type and capacity of the installed meter 

to record hourly or seasonal prices. A supplier's terms 

may include a requirement that a customer with a non

hourly meter pay a separate fee or penalty if the 

customer cancels a contract during certain times of the 

year or without specified notice to the supplier. 

(d) A supplier may offer to sell or lease a 

different meter and to bill and collect separately for 

the meter on the electric bill issued by a supplier or 

distribution company. Meter-related charges shall not 

be subject to regulation by the commission, shall not 

be included in any disconnection notice issued by a 

distribution company for distribution services but must 

be identified separately on the customer's bill. 

(e) As a condition of offering electricity for sale 

within a territory served by a distribution company, a 

supplier must enter into an agreement with the party 

responsible for settlement of network operations. These 

agreements must allow for the use of average load shape 

curves to bill and pay for the use of electricity by 

customers without hourly-metered consumption. The 

average curves shall be calculated at least four times 

per calendar year for.each supplier's customers without 
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Appendices 

hourly meters. 

3. Bills. A bill issued by a seller must contain the 

following information in a format understandable by the 

average customer: 

(a) The identity of the person issuing the bill, and 

if the bill is issued by distribution company under 

contract with the supplier, the identity of the 

supplier, respective addresses and telephone numbers 

where the customer can call or write with inquiries. 

(b) The type of meter in use by the customer, the 

meter reading from the last bill, the current meter 

reading and the total kilowatt-hours used by the 

customer for the billing period. 

(c) If the bill is based on an estimated reading, a 

conspicuous disclosure of this fact. 

(d) Any additional services or products provided 

since the issuance of the last bill. 

(e) The price of the electricity expressed in cents 

per kilowatt-hour and the price for other products or 

services bought by or provided to the customer, all 

stated in a manner that allows the customer to 

recalculate the entire bill amount. 

(f) The type of generation source or sources owned 

or bought by the seller and sold to the customer. The 

type shall refer to the type of fuel used by the 

generation source to produce electricity and shall be 
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stated in plain language without technical jargon. For 

example, the terms "fuel oil", "wood" I \\"lind", \\solarll f 

"hydroelectric dam" I \\coal tl and "nuclear power \\ shall 

be in compliance with this provision. When a seller has 

obtained electricity from more than one source, the 

disclosure shall include the percentage (accurate to 

within [ten percent]) breakdown of the various sources 

of generation relied upon by the seller. When a seller 

has obtained electricity from a power pool without 

regard to a particular source of generation, this fact 

shall be disclosed, and the seller shall disclose the 

generic categories (with percentages where applicable) 

of power dispatched by the pool during the previous six 

months. 

(g) A seller may include services or products on the 

customer's bill other than for the transmission, 

distribution and retail sale of electricity, but any 

such service or product shall be clearly identified and 

totaled separately from the sales of electricity. 

Except insofar as specifically authorized in Section 6, 

a seller shall not disconnect or threaten to disconnect 

the customer's electric service for failure to pay for 

products or services other than electricity. 

(h) A disclosure of the customer's annual and 

monthly usage for each of the previous 12 months (or a 

shorter period for a customer who does not have a 12-
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month history with the seller). A distribution company 

and supplier may coordinate this disclosure to avoid 

duplication and enhance customer understanding. 

(i) A distribution company shall not itemize any 

program or charge included in the rates for services 

provided by or included in the rates of the 

distribution 
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company other than those specifically authorized by the 

commission in the company's terms and conditions. This 

itemization shall not include the costs of any 

Universal Service or other public benefit program 

authorized by the commission. 

4. Basic Service. A distribution company shall arrange 

for the provision of Basic Service to any residential and 

small commercial customer who has not chosen a retail 

supplier after having been notified of their opportunity to 

do so, and those whose retail supplier has failed or refused 

to provide further service to the customer. A distribution 

company may arrange for the provision of Basic Service to 

any other customer upon request and upon mutually agreeable 

terms. The distribution company shall automatically provide 

Basic Service to any customer whose supplier has failed or 

refused to provide service to that customer unless the 

customer has given instructions to either disconnect service 

or switch to a different supplier. 

(a) The distribution company shall annually solicit 

competitive bids for the provision Basic Service from all 

suppliers licensed to do business in 
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this State. If three or more suppliers 

submit proposals that meet the minimum 

terms contained in the bid document, the 

distribution company shall accept the 

bid that best meets the terms of the bid 
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requirements and offers the lowest price 

for electricity. If there are less than 

three suppliers submitting proposals 

meeting minimum terms, the commission 

shall approve the price for Basic 

Service prior to the award of any bid by 

the distribution company. 

(b) The distribution company shall include the 

following terms in the solicitation for proposals for 

provision of Basic Service: 

(i) The supplier shall provide customers with a 

choice between a price for electricity which does not vary by time 

of day or season and a price that varies 

by time of day and season. 

(ii) There shall be no administrative fee or extra 

charge for a customer to obtain Basic Service, except that a 

customer who requests Basic Service more 

than once in any 12-month period shall 

be charged a fee of [$25. 00]. There 

shall be no fee charged for a low-income 

customer or any other customer when the 

service is provided as a result of a 

supplier's failure or refusal to serve a 

customer. 

(iii) The current rules in effect governing credit 

and collection activities, deposits, disconnection, late fees, 
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reconnection fees l winter disconnection 

rules or other restrictions on 

disconnection for vulnerable customers, 

payment arrangements, medical 

emergencies and other customer 

protections shall be applicable to Basic 

Service. 

(iv) The distribution company shall bill and 

collect for Basic Service charges, and the supplier shall 

reimburse the distribution company an 

agreed-upon amount to reflect the costs 

avoided by the supplier due to this 

arrangement. The costs of Basic Service 

in excess of the revenues received, 

including any costs incurred to collect 

overdue amounts, shall be included in 

the rates charged by the distribution 

company to all its customers. 

l32 

(c) After the completion of five years of experience 

with the provision of Basic Service, the distribution 

company shall report to the commission on the need for 

and conditions under which Basic Service should be 

provided to its customers and the role of the 

distribution company in the provision of this service. 

5. Universal Service. 
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ALTERNATIVE A [where existing programs are in place that 

meet the statutory 

Appendices 

directives]: Every distribution company shall 

continue its existing financial and energy 

assistance program targeted to low-income 

customers. The amount of financial assistance 

provided to qualified customers shall be 

calculated based on the amount of the 

customer's total monthly bill for 

transmission, distribution and electricity. 

If the distribution company does not bill for 

the customer's electricity supplier, the 

amount of the assistance shall be calculated 

based on the bill issued by the distribution 

company and the average market price for 

electricity for a customer with a usage 

profile similar to the low-income customer in 

question. The cost of the financial 

assistance and energy assistance programs 

targeted to low-income customers shall be 

included in the rates charged for 

distribution services by the distribution 

company to all its customers, including 

access charges to suppliers. Any assistance 

programs targeted to low-income customers 

shall be in addition to existing restrictions 

concerning disconnection of service for 
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vulnerable customers during extreme weather 

months. 

ALTERNATIVE B [where no direct assistance programs targeted 

to low-income customers are in place] : Each distribution 

company shall submit a coordinated financial and energy 

assistance program targeted to low-income customers by 

J. In its filing, the distribution 

company shall describe how its proposed program design meets 

the statutory criteria and objectives of [Title II, Section 

2.5J and shall include the following minimum requirements: 

(a) Customers with an annual household income of 150 

percent or less of federal poverty guidelines are 

eligible for assistance in the payment of their annual 

electricity bill and energy efficiency assistance 

designed to make the bill more affordable and the 

dwelling more energy efficient. The size of the program 

shall be designed to achieve the maximum self

sufficiency of its intended recipients consistent with 

the overall objective to reduce the recipient's 

household electricity budget to an affordable level. 

(b) The program shall be coordinated with the 

delivery of low-income energy assistance and 

weatherization programs administered by state and local 

agencies. 

(c) Financial assistance shall be based on need, 

defined as the extent the burden of the total electric 
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bill for low-income customers exceeds the burden 

experienced b~{ average residential customers. The 

excess burden shall be compensated as the percentage of 

income the total electric bill represents, taking into 

account family size and receipt of housing subsidies. 

(d) Funds shall be targeted to those most in need, 

defined as those customers whose energy bill exceeds 15 

percent of their household income for those who heat 

with electricity and ten percent of household income 

for non-electric heat customers. Energy efficiency 

services shall be similarly targeted. 

(e) The amount of financial assistance shall be 

calculated based on the customer's total electricity 

bill issued by the distribution company. If the 

distribution company does not bill for the customer's 

electricity supplier, the amount of assistance shall be 

based on the average market price for electricity for 

customers with similar usage profiles. 

(f) Customers shall be certified as eligible 

annually. The distribution company shall coordinate its 

certification with agencies who administer energy 

assistance and other means-tested aid to the greatest 

extent possible. 

(g) The costs of the program shall be included in 

the rates for distribution services charged by the 

distribution company for all its customers, including 

Appelldices 135 



136 

access charges paid by suppliers. 

6. Credit and collection practices. The commission's 

current credit and collection regulations shall remain in 

effect to govern the actions of a distribution company with 

regard to Basic Service and the billing and collection of 

distribution and transmission services provided by the 

distribution company. The following provisions apply to the 

billing and collection for the sales of electricity by 

retail suppliers and the billing and collection for sales of 

electricity by distribution companies under contract with 

suppliers: 

(a) A distribution company that offers to bill for 

energy suppliers shall allocate a customer's partial 

payment first to services regulated by the commission, 

including, but not limited to, distribution and 

transmission services, and then to the unregulated 

portion of the bill. For purposes of this paragraph, 

the term "services regulated by the commission" include 

energy management and efficiency services provided to 

the customer pursuant to commission order and billed by 

the distribution company. 

(b) A distribution company shall not disconnect or 

threaten to disconnect a customer for failure to pay 

the retail electricity sales portion of the total bill, 

other than for Basic Service, but may seek to 

disconnect the customer, pursuant to the procedures 
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mandated by the commission, for a failure to pay for 

transmission and distribution se::-vi::::es and ar:y other 

energy efficiency service provided by the distribution 

company as approved by the commission. 

(c) A supplier may discontinue services to a 

customer who fails to payor make a reasonable payment 

arrangement for an overdue amount in excess of $50 by 

giving notice to both the customer and the distribution 

company. The notice shall be in writing and 

conspicuously disclose the amount overdue, what the 

customer must do to avoid discontinuance of service, 

how the customer can contact the supplier to negotiate 

terms to avoid disconnection, and how the customer can 

obtain Basic Service in place of further service from 

the supplier. The notice shall be mailed or delivered 

at least [ten days] prior to disconnection of service. 

Once the due date has passed, the supplier may notify 

the distribution company who shall change the 

customer's supplier upon proper notice from the 

customer or initiate Basic Service within three 

business days. The supplier's obligation to the 

distribution company or network operator shall cease 

with the disconnection of service by the distribution 

company, the initiation of Basic Service or the 

commencement of service to the customer by a different 

supplier, whichever comes first. 
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(d) A retail supplier shall not refuse to grant 

credit to any applicant based on a prohibited bas~s 

contained in the federal Equal Credit opportunity Act, 

15 U.S.C. §§ 1691-1691f. In addition, no electricity 

supplier may require a customer to install a prepayment 

meter, service limiter or other device or program to 

require cash payment prior to the delivery of the 

service unless the electricity supplier requires such a 

device or program as a condition of service for all of 

its customers. (e) Any deposit required by a 

retail supplier shall not exceed the applicant's 

estimated bill for a two-month period. The commission 

may waive the supplier's right to a deposit in any case 

in which it finds that the supplier has discriminated 

in its request for a deposit from an applicant. The 

commission may take into account the supplier's written 

credit and collection procedures and their application 

in making this decision. A request for a deposit shall 

be in writing and inform the applicant of the reason 

for the request, the source of the information that led 

to the request, the amount, the applicant's payment 

options, and how the applicant can have the deposit 

refunded. 

(f) A retail supplier may charge a late fee if a 

customer's payment is paid after the due date on the 

customer's bill. The amount of the late fee shall not 
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exceed customary business practice for consumer goods. 

(g) A tenant whose landlo~d ~ai:s ~o pay for 

electric service shall not be disconnected. Where 

metering facilities exist, the tenant shall be offered 

an opportunity to put service, including Basic Service, 

in his or her name. In addition to any other remedy 

authorized by law, a retail supplier and distribution 

company may file a lien on the property of any owner of 

a multi-unit, single-metered building for failure to 

pay for electricity services. This lien shall be filed 

in the same manner and perfected with the same 

procedures as those available to towns and cities for 

the collection of unpaid property taxes and sewer 

charges. 

(h) The distribution oompany shall notify all its 

customers of the right to have a registered physician 

declare a medical emergency in the household and avoid 

disconnection for a period not to exceed 90 days. Upon 

receipt of a declaration of medical emergency, a retail 

supplier shall not disconnect the customer. If a 

distribution company receives such a declaration, it 

shall promptly notify the customer's supplier. During 

this time period the customer may request Basic Service 

or continue with service from his or her retail 

supplier. During this time period the customer may not 

be threatened with disconnection and the supplier and 
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distribution company shall accept less than payment in 

full. The customer shall remain liable for all unpaid 

amounts. At the end of a maximum period of 90 days, the 

customer shall either reSume regular payments or pay 

the overdue amount in full to avoid disconnection. 

7. Unfair Trade Practices; Marketing The following specific 

practices shall be prohibited: 

(a) Slamming. No electric utility, or any person, 

firm, corporation or governmental entity shall make any 

change or authorize a different electric utility or 

electric marketer to make any change in the provider of 

electric power for any residential or small commercial 

customer until the change has been confirmed by an 

independent third-party verification company, as 

follows: 

(i) The third-party verification company shall 

meet each of the following criteria: 

(A) Be independent from the entity that seeks 

to provide the new service. 

(B) Not be directly or indirectly managed, 

controlled, or directed, or owned wholly or in 

part, by an entity that seeks to provide the new 

service or by any corporation, firm or person who 

directly or indirectly manages, controls, or 

directs or owns more than five percent of the 

entity. 
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(C) Operate from facilities physically separate 

from those of the entity that seeks to pro\,~ide the 

new service. 

(D) Not derive commissions or compensation 

based upon the number of sales confirmed. 

(ii) The entity seeking to verify the sale shall 

do so by connecting the resident by telephone to the 

third-party verification company or by arranging for 

the third-party verification company to call the 

resident to confirm the sale. 

(iii) The third-party verification company shall 

obtain the resident's oral confirmation regarding 

the change and shall record that confirmation by 

obtaining appropriate verification data. The record 

shall be available to the resident upon request. 

Information obtained from the resident through 

confirmation shall not be used for marketing 

purposes.Any unauthorized release of this 

information is grounds for a civil suit by the 

aggrieved resident against the entity or its 

employees who are responsible for the violation. 

(iv) Notwithstanding paragraphs (i), (ii), and 

(iii), a service provider shall not be required to 

comply with these provisions when the customer 

directly calls the service provider to make changes 

in service providers. However, a service provider 
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shall not avoid the verification requirements by 

asj:ing a customer to contact a se::::-",~i ce prov.::..der 

directly to make any change in the service provider. 

A service provider shall be required to comply with 

these verification requirements for its own 

competitive services. However, a service provider 

shall not be required to perform any verification 

requirements for any changes solicited by another 

service provider. 

(b) Gifts and inducements. A supplier shall not 

provide a gift or inducement to become a residential or 

small commercial customer with a value in excess of $50 

or provide any gift or inducement more than once per 

12-month period to the same household. 

(c) Price. A supplier shall not advertise or 

disclose the price of the electricity in such a manner 

as to mislead a reasonable person into believing that 

its portion of the bill will be the total bill amount 

for the delivery of electricity to the customer's 

location. When advertising or disclosing the price for 

electricity, the supplier shall also disclose the 

distribution company's average current charges for that 

customer class as approved by the commission. 

(d) Right of rescission. In addition to any other 

right to revoke an offer, residential and small 

commercial customers of electrical service have the 
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right to cancel a contract without fee or penalty for 

electric service until midnight of the third bu£~ness 

day after the day on which the buyer receives a written 

confirmation of the agreement to purchase such service. 

Cancellation occurs when the buyer gives written notice 

of cancellation to the seller at the address specified 

in the agreement or offer. Notice of cancellation, if 

given by mail, is effective when deposited in the mail 

properly addressed with postage prepaid. Notice of 

cancellation given by the buyer need not take the 

particular form as provided with the contract or offer 

to purchase and, however expressed, is effective if it 

indicates the intention of the buyer not to be bound by 

the contract. 

(e) Customer remedies. A consumer damaged by a 

violation of this section by an entity offering 

electrical service is entitled to recover all of the 

following: 

(i) Actual damages; 

(ii) The consumer's reasonable attorney's fees and 

court costs; 

(iii) Exemplary damages, in the amount the court 

deems proper, for intentional or willful violations; 

and 

(iv) Equitable relief as the court deems proper. 

The rights, remedies and penalties established by this 
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section are in addition to the rights, remedies or 

penalties established under any other law. 

(f) Guidelines for marketing renewable energy. The following guidelines shall 

be applicable to the marketing and contract disclosures of the sale of electricity: 

(i) Any disclosure about the location and fuel used by the supplier's 

generation source must be specific, clear and prominent. 

(ii) Any claim of environmental benefit associated with the sale of 

electricity shall state whether the benefit is associated with the labeling, the 

actual fuel source or any other component of the product itself. 

(iii) Environmental attributes shall not be overstated and shall be 

supported by competent and reliable evidence. 

(iv) Suppliers must make any comparative statements with sufficient 

clarity to avoid deception. 

8. Dispute Resolution. Each seller shall maintain a written policy to govern the receipt, 

investigation and resolution of customer inquiries and complaints. This policy shall be available 

to any customer upon request. At a minimum this policy must include a method to track 

complaints by category and the retention of complaint records for a period of at least one year. If 

a seller has provided a good faith response to the customer and the customer remains dissatisfied, 

the seller shall refer the customer to the commission's toll free number for customer complaints. 

For a three business-day period after the referral, the seller shall not take any adverse action with 

respect to the customer's complaint. Upon receipt of any complaint from a customer who has 

attempted to resolve the matter with the seller, the commission (who may delegate their authority 

under this section to the staff) shall promptly notifY the seller who shall take no further adverse 
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action with respect to the disputed amount prior to the commission's decision on the complaint. 

The commission may investigate and take whatever action it deems appropriate to resolve the 

complaint, including setting the terms for application for service, payment arrangement, billing 

error or dispute, allegation of violation of these rules or other matters within the jurisdiction of 

the commission. In no case shall the commission have the authority to award damages to a 

customer but may order restitution or rebate of amounts charged in error or by mistake. 

9. Change of Supplier. 

Appendices 

(a) A customer may change his or her electric supplier at any time, subject to 

any penalty set forth in the contract with the supplier. The distribution company 

may charge a reasonable fee to make a change in the customer's supplier to 

reflect the actual cost to read the customer's meter and make changes in its billing 

records, except that every customer may seek a change in retail supplier without 

charge once in any I2-month period. When a fee is applicable, the distribution 

company shall offer the customer the option to self-read the meter or provide a 

timely meter reading at a lower cost. Any fee to initiate Basic Service shall be 

charged only under the provisions allowed in Section 4 of these regulations. 

(b) Except for the automatic provision of Basic Service as described in 

Section 4, a distribution company shall not change the identity of the customer's 

supplier if there is reasonable grounds to believe that the notification procedures 

of Section 7 (a) have been violated. Instead, the distribution company shall take 

immediate steps to attempt to communicate directly with the customer. 

145 



146 

(c) A distribution company may adopt a reasonable notice period to effectuate 

a customer's change of supplier, but this notice period shall not be greater than 

three business days. The distribution company shall read the customer's meter or 

obtain a self-reading from the customer prior to recording a change in the 

customer's supplier. 

(d) Any change in the customer's supplier shall take effect at the time of the 

meter reading by the distribution company, or, ifan actual meter reading is not 

possible after reasonable efforts to obtain an actual or customer-supplied reading 

by the distribution company, on midnight ofthe day that the change is 

implemented by the distribution company in its records. 
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CHAPTER 2: DISTRIBUTION COMPANY OBLIGATIONS AND FORM OF 

REGULATION 

I. Customer Right of Access: Dutv of Distribution Companv. A distribution company 

shall provide access to the electric grid in a nondiscriminatory manner to any person upon request. 

Any condition imposed by the distribution company prior to providing access shall be contained 

in the company's terms and conditions subject to review by the commission and be in 

conformance with these rules. The procedures adopted by the distribution company to provide 

access to retail electric suppliers shall include the following requirements. 

Appendices 

Ca) A distribution company must offer to enter into an agreement to govern 

metering, meter reading, transmittal of billing information or billing services, and 

settlement of accounts with any retail electric supplier licensed by the 

commission. The retail supplier shall provide at least two weeks notice to the 

distribution company of its intent to do business in the service territory ofthe 

distribution company. The agreement between the distribution company and the 

retail electric supplier must incorporate the provisions ofthese rules relating to 

the funding and delivery of Universal Service programs; implementation of the 

commission's requirements relating to credit and collection; bill notification and 

disclosure requirements; and notification between customers, suppliers and the 

distribution company of intent to change suppliers or obtain reconnection and 

disconnection services. A copy of the agreement shall be filed with the 

commission but shall not require commission approval. 

Cb) No distribution company shall discriminate against or show favor toward 
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any retail electric suppliers in its communications or in its course of conduct with 

customers or retail electric suppliers. The commission may investigate on its own 

motion the reasonableness of transactions between or among affiliates and 

distribution companies and may impose penalties and additional regulatory 

requirements on distribution companies and their retail electric supplier affiliates 

to assure compliance with this requirement. 

(c) The following Code of Conduct shall govern the interactions between a 

distribution company in any dealings with its affiliates: 

(i) A supplier offering power to an affiliated distribution company for the 

distribution system's stability or reserve needs shall make the power available 

to the market on the same conditions; 

(ii) A distribution company shall supply services and apply terms and 

conditions to affiliates and non-affiliates in the same manner and shall 

uniformly enforce these terms and conditions; 

(iii) A distribution company shall not give an affiliate preference over a 

non-affiliate in processing a request by a customer for service; 

(iv) A distribution company shall simultaneously make available to any 

supplier any information and on the same terms as it provides to an affiliated 

supplier; 

(v) Employees of a distribution company who have responsibility for 

operations of the distribution system, such as receiving requests for power 

purchasing power, or scheduling delivery, shall not be shared with an 
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affiliated supplier, and their offices shall be physically separate. Any shared 

facilities shall be full and transparently allocated between the TWO emities. 

Separate books of account and records shall be maintained for each affiliate of 

a distribution company. 

(vi) A distribution company shall not condition the provision of any 

distribution company services on the purcha.se of electricity from an affiliate. 

(vii) A distribution company shall establish and file with the commission a 

dispute resolution procedure to respond to complaints concerning violations 

or interpretations of these rules. 

(viii) Nothing in these rules shall be construed to modify, impair or 

supersede the Antitrust Laws, consisting of federal and state statutes, 

including the Sherman Act, 15 U.S.C. §§1-7, the Clayton Act, 15 U.S.C. 

§§12-27, and the [state antitrust act]. 

2. Service Quality Index. The terms of any Performance-Based Ratemaking plan 

shall include a Quality of Service and Reliability Index. The Index shall be designed to 

conform to the following minimum requirements: 
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(a) The Index shail track the distribution company's performance in a range of 

service quality and reliability services for both residential and commercial 

customers, including, but not limited to, customer satisfaction surveys, business 

office and phone center performance, repair and installation of new service, 

connection and disconnection of service, delivery of commission-mandated 

programs, duration and frequency of outages, storm response, customer complaint 
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ratio (both internal and external with the commission), accuracy of meter readings 

and bills, as well as compliance with specific commission service quality and 

credit and collection rules applicable to both residential and business customers. 

The specific items to be measured shall be determined for each distribution 

company based on the type and quality of historical data that is available, the 

nature of the customer service programs and compliance with commission rules 

demonstrated by the company in the recent past. The Index shall specify the 

source and reporting format of the data to be used by the utility in its filings with 

the commission, and the commission may audit the data provided by the 

distribution company at the expense of the distribution company. 

(b) The Index shall track the performance of the company in the selected 

performance areas on an annual basis in comparison to a baseline performance 

level that shall be set to reflect either recent historical performance of the 

company, taking into account a reasonable margin of error, or at a higher 

performance level if the commission determines that the company's recent 

historical performance is not adequate. If the company has not maintained 

historical data sufficient to establish a baseline for a particular performance area 

and the commission determines that the performance area should be measured, 

the commission may use recent data from comparable utilities. 

(c)Each item in the Index shall be worth an equal number of points. 

Performance for one item shall not offset performance in any other item in the 

index. If the company's annual performance is equal to or better than the baseline 
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performance level, the maximum number of points for that item shall be awarded. 

If the company's performance is below the level established as the baseline, a 

percentage of the maximum points shall be awarded equal to the percentage 

deterioration in performance reported by the company. In other words, if the 

company performs at 80 percent of the baseline performance level, 80 percent of 

the maximum points will be awarded for that item. 

(d) A specific measurement shall be adopted to assure the distribution 

company fulfills its Universal Service obligations. A distribution company shall 

annually survey the ability of its customers to afford electric service. The survey 

shall specifically target customers with annual household income of 150 percent 

of federal poverty guidelines or less but may also target higher income 

households as well. The survey shall obtain data on the affordability of electric 

service by measuring the impact of low, average and high use customers at 0-50 

percent, 51-100 percent and 101-150 percent of federal poverty guidelines, using 

the average price charged for Basic Service during the 12-month period prior to 

the survey. The distribution company shall report the results of this survey to the 

commission. When the results of the survey indicate that one or more groups of 

customers with income of ISO percent of federal poverty guidelines or less pay, 

on average, over ten percent of their annual income for electricity (15 percent if 

the household uses electricity as the primary heating source), the company shall 

recommend an expansion or initiation of programs to assist the affected customer 

classes in the payment oftheir electric bill, to reduce the amount of the bill with 
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energy efficiency programs or both. 

(e) A penalty shall be established for failure to achieve the baseline 

performance level in any year of the PBR plan with a dollar amount specified for 

each point in the index that is below the baseline performance level. The 

maximum penalty shall be determined by the commission at the beginning of the 

PBR plan after taking into account the recent history of the company in achieving 

reasonable service quality and reliability, overall revenues and expenses of the 

company, those revenues and expenses associated with customer service 

obligations and the range of earnings that may result from a deterioration of 

customer service and reliability during the term of the plan. The dollar amount of 

penalty in anyone year may vary with the degree of deterioration of performance 

by the company, but the entire penalty shall be assessed if the company's 

performance in anyone year shows a 30 percent deterioration in performance in 

the overall index. The distribution company shall not be awarded increased 

earnings for performance above the baseline level in any item. 

(I) Any penalties incurred under the Index may be returned to all customers in 

the form of a one-time credit or rebate or paid to customers affected by the 

degradation of service, such as a failure to install new service on time, or both. In 

either case, in any year in which penalties are triggered, the distribution company 

shall inform its customers of its failure to achieve the baseline level of service 

quality in a manner approved by the commission. 
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CHAPTER 3: REGULATION OF RETAIL ELECTRIC SUPPLIERS: LICENSING 

AND CONTRACT DISCLOSURES 

1. Licensing. In addition to the requirements of Title IV, Section 2, a retail electric 

supplier shall submit the following information in its application for a license to sell electricity in 

this State. 
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(a) IdentifY the applicant's intended marketing area and specifically identifY 

any restrictions on the type or number of customers the supplier will seek to 

serve. 

(b) The applicant shall submit a bond or other evidence of insurance approved 

by the commission in the amount of [$ reflecting number of customers served and 

kwh sold). The bond must be updated annually on the anniversary of the approval 

of the license, based on the supplier's average number of customers and number 

of kwh sold in this state. The bond shall carry an endorsement that shall allow the 

issuer of the bond or insurer to pay such amounts and in such a manner as ordered 

by the commission upon a finding of fraudulent conduct toward consumers, 

actions which cause the electric supply system to become unreliable, revocation 

of the supplier's license, abandonment by the supplier, or, upon complaint, a 

failure to comply with the settlement's contract with the distribution company or 

independent system operator. The commission may order the bond proceeds to be 

paid to customers as restitution for fraudulent conduct, violation of state law or 

commission rule, or to other individuals adversely affected by the supplier's 

conduct. 
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(c)The supplier shall supply evidence of its right. title or interest in generation 

supplies sufficient to meet the existing and projecleci demands of its customers. 

(d) Within 90 days of the receipt of a completed application, the application 

will be deemed granted and a license will be issued, or the commission will 

initiate a formal proceeding to obtain further information and conduct further 

review of the application. The commission shall make a final decision to grant or 

deny the license within six months of the initiation of a formal proceeding. 

2. Contracts for Sale of Electricity 

(a) The contract shall be in writing and all material terms relating to the price 

of the product, any penalty for cancellation or tennination, options for payment of 

the bill, the supplier's procedures when a bill is not paid on time (including the 

amount of time the customer will have to arrange for an alternative supplier when 

the current supplier seeks to terminate the contract), any late fees, how a customer 

can cancel the contract, and the supplier's address and telephone number where 

complaints can be made shall be conspicuously disclosed. 

(b) The total monthly recurring price shall be disclosed as a total cents per 

kilowatt-hour basis, including any fixed recurring charges. 

(c) Any upfront or nonrecurring charges imposed by the supplier as a 

condition of providing service shall be totaled, and the effect of these charges on 

the recurring price of electricity during a year of service shall be disclosed. 

(d) The generation's location and fuel source shall be disclosed. 

(e) The supplier, if offering services other than the sale of electricity, shall 

Appendices 



separately disclose the price of the recurring and nonrecurring alternative 

services. 
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1996. 
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