SB1499, As Passed House, December 13, 2002

HOUSE SUBSTI TUTE FOR
SENATE BI LL NO. 1499

A bill to anmend 1939 PA 3, entitled

"An act to provide for the regulation and control of public util-
ities and other services affected with a public interest within
this state; to provide for alternative energy suppliers; to pro-
vide for licensing; to include municipally owned utilities and

ot her providers of energy under certain provisions of this act;
to create a public service conm ssion and to prescribe and define
its powers and duties; to abolish the Mchigan public utilities
comm ssion and to confer the powers and duties vested by | aw on

t he public service conm ssion; to provide for the continuance,
transfer, and conpletion of certain matters and proceedings; to
abol i sh automatic adjustnent clauses; to prohibit certain rate

i ncreases without notice and hearing; to qualify residenti al
energy conservation prograns permtted under state |aw for cer-
tain federal exenption; to create a fund; to provide for a
restructuring of the manner in which energy is provided in this
state; to encourage the utilization of resource recovery facili-
ties; to prohibit certain acts and practices of providers of
energy; to allow for the securitization of stranded costs; to
reduce rates; to provide for appeals; to provide appropriations;
to declare the effect and purpose of this act; to prescribe rene-
di es and penalties; and to repeal acts and parts of acts,”

by anmendi ng section 10d (MCL 460.10d), as added by 2000 PA 141.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:
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Sec. 10d. (1) —bnatess— EXCEPT AS OTHERW SE PROVI DED UNDER
SUBSECTI ON (3) OR UNLESS ot herw se reduced by the conm ssion
under subsection —(4)— (5), the comm ssion shall establish the
residential rates for each electric utility with 1,000, 000 or
nore retail custonmers in this state as of May 1, 2000 that wll
result in a 5%rate reduction fromthe rates that were authorized
or in effect on May 1, 2000. Notw thstandi ng any ot her provision
of law or conm ssion order, rates for each electric utility with
1, 000, 000 or nore retail custoners established under this subsec-
tion becone effective on —the—effective—date—ofthe—arendatory
act—that—added—this—seet+on— JUNE 5, 2000 and remain in effect
until Decenber 31, 2003 and all other electric retail rates of an
electric utility with 1,000,000 or nore retail custoners autho-

rized or in effect as of May 1, 2000 shall remain in effect until

Decenber 31, 2003. ——untess—otherwsereduced—by the—ecormsston
thgder—subseett+or—(4)—

(2) On and after Decenmber 31, 2003, rates for an electric
utility with 1,000,000 or nore retail customers in this state as
of May 1, 2000 shall not be increased until the earlier of
Decenber 31, 2013 or until the conm ssion determ nes, after
notice and hearing, that the utility nmeets the nmarket test under
section 10f and has conpleted the transm ssion expansi on provi ded
for in the plan required under section 10v. The rates for com
nmerci al or manufacturing custonmers of an electric utility with
1, 000,000 or nore retail customers with annual peak demands of
| ess than 15 kilowatts shall not be increased before January 1,

2005. There shall be no cost shifting fromcustoners with capped
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rates to customers w thout capped rates as a result of this
section. In no event shall residential rates be increased before
January 1, 2006 above the rates established under subsection

(1).

(3) SUBSECTIONS (1) AND (2) DO NOT APPLY TO RATES OR CHARGES
AUTHORI ZED BY THE COWM SSI ON UNDER SUBSECTI ON (13).

(4) —3)— Beginning January 1, 2004, annual return of and on
capital expenditures in excess of depreciation |evels incurred
during and before the tine period described in subsection (2),
and expenses incurred as a result of changes in taxes, |aws, or
other state or federal governnental actions incurred by electric
utilities during the period described in subsection (2), shall be
accrued and deferred for recovery. After notice and hearing, the
comm ssion shall determ ne the anmount of reasonable and prudent
costs, if any, to be recovered and the recovery period, which
shall not exceed 5 years, and shall not commence until after the
expiration of the period described in subsection (2).

(5) 44— If the conmi ssion authorizes an electric utility
to use securitization financing under section 10i, any savings
resulting fromsecuritization shall be used to reduce retai
electric rates fromthose authorized or in effect as of My 1,
2000 as required under subsection (1). A rate reduction under
this subsection shall not be | ess than the 5% required under sub-
section (1). The financing order may provide that a utility
shall only issue securitization bonds in an ambunt equal to or
| ess than requested by the utility, but the conm ssion shall not

precl ude the issuance of an anmount of securitization bonds
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sufficient to fund the rate reduction required under —seetion

16e(1H)— SUBSECTION (1).
(6) —5— Except for savings assigned to the | owincone and

energy efficiency fund —purstant—t6— UNDER subsection (66— (7),
securitization savings greater than those used to achieve the 5%
rate reduction under subsection (1) shall be allocated by the
commi ssion to further rate reductions or to reduce the |evel of
any charges authorized by the conmm ssion to recover an electric
utility's stranded costs. The conm ssion shall allocate approved
securitization, transition, stranded, and other rel ated charges
and credits in a manner that does not result in a reallocation of
cost responsibility anmong the different custoner classes.

(7) 6)— If securitization savings exceed the anmount needed
to achieve a 5%rate reduction for all custonmers, then, for a
period of 6 years, 100% of the excess savings, up to 2% of the
electric utility's commercial and industrial revenues, shall be
allocated to the | owincome and energy efficiency fund adm ni s-
tered by the conm ssion. The comm ssion shall establish stan-
dards for the use of the fund to provide shut-off and other pro-
tection for |lowincone custoners and to pronote energy efficiency
by all customer classes. The comm ssion shall issue a report to
the |l egislature and the governor every 2 years regarding the
ef fectiveness of the fund.

(8) —{tFH—Ynati+— EXCEPT AS PROVI DED UNDER SUBSECTI ON ( 3),
UNTIL the end of the period described in subsection (2), the com

m ssion shall not authorize any fees or charges that will cause
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the residential rate reduction required under subsection (1) to
be I ess than 5%

(9) 8)y— If an electric utility serving |less than 1,000, 000
retail custoners in this state as of May 1, 2000 issues securiti-
zation bonds as all owed under this act, it shall have the sane
rights, duties, and obligations under this section as an electric
utility serving 1,000,000 or nore retail custonmers in this state
as of May 1, 2000.

(10) 99— The —ptubt+e—serviece— conmm ssion shall take the
necessary steps to ensure that all electrical power generating
facilities in this state conply with all rules, regulations, and
standards of the federal environnmental protection agency regard-
ing nercury em ssions.

(11) A COVERED UTILITY MAY APPLY TO THE COW SSI ON TO
RECOVER ENHANCED SECURI TY COSTS FOR AN ELECTRI C GENERATI NG FACI L-
| TY THROUGH A SECURI TY RECOVERY FACTOR. | F THE COWM SSI ON ACTI ON
UNDER SUBSECTI ON (13) IS APPROVAL OF A SECURI TY RECOVERY FACTOR,
THE COVERED UTI LI TY MAY RECOVER THOSE ENHANCED SECURI TY COSTS.

(12) THE COW SSI ON SHALL REQUI RE THAT NOTI CE OF THE APPLI -
CATI ON FI LED UNDER SUBSECTI ON (11) BE PUBLI SHED BY THE COVERED
UTILITY WTH N 30 DAYS FROM THE DATE THE APPLI CATI ON WAS FI LED.
THE | NI TI AL HEARI NG BY THE COWM SSI ON SHALL BE HELD W THI N
20 DAYS OF THE DATE THE NOTI CE WAS PUBLI SHED | N NEWSPAPERS OF
GENERAL CI RCULATI ON I N THE SERVI CE TERRI TORY OF THE COVERED
UTI LI TY.

(13) THE COWM SSI ON MAY | SSUE AN ORDER APPROVI NG, REJECTI NG,
OR MODI FYI NG THE SECURI TY RECOVERY FACTOR. | F THE COW SSI ON
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| SSUES AN ORDER APPROVI NG A SECURI TY RECOVERY FACTOR, THAT ORDER
SHALL BE | SSUED W THI N 120 DAYS OF THE | NI TI AL HEARI NG REQUI RED
UNDER SUBSECTI ON (12). | N DETERM NI NG THE SECURI TY RECOVERY
FACTOR, THE COVM SSI ON SHALL ONLY | NCLUDE COSTS THAT THE COWM S-
SI ON DETERM NES ARE REASONABLE AND PRUDENT AND THAT ARE JURI SDI C-
TI ONALLY ASSI GNED TO RETAI L CUSTOVERS OF THE COVERED UTILITY I N
THI'S STATE. THE COSTS | NCLUDED SHALL BE NET OF ANY PROCEEDS THAT
HAVE BEEN OR W LL BE RECEI VED FROM ANOTHER SOURCE, | NCLUDI NG, BUT
NOT LI M TED TO, ANY APPLI CABLE | NSURANCE SETTLEMENTS RECEI VED BY
THE COVERED UTI LITY OR ANY GRANTS OR OTHER EMERGENCY RELI EF FROM
FEDERAL, STATE, OR LOCAL GOVERNMENTAL ACENCI ES FOR THE PURPOSE OF
DEFRAYI NG ENHANCED SECURI TY COSTS. IN I TS ORDER, THE COWM SSI ON
SHALL DESI GNATE A PERI OD FOR RECOVERY OF ENHANCED SECURI TY COSTS,
| NCLUDI NG A REASONABLE RETURN ON THE UNAMORTI ZED BALANCE, OVER A
PERI OD NOT TO EXCEED 5 YEARS. THE SECURI TY RECOVERY FACTOR SHALL
NOT BE LESS THAN ZERO.

(14) WTH N 60 DAYS OF THE EFFECTI VE DATE OF THE AMENDATORY
ACT THAT ADDED THI S SUBSECTI ON, THE COWM SSI ON SHALL BY ORDER
PRESCRI BE THE FORM FOR THE FI LI NG OF AN APPLI CATI ON FOR A SECUR-
| TY RECOVERY FACTOR UNDER SUBSECTION (11). |IF THE COW SSI ON OR
| TS DESI GNEE DETERM NES THAT A FILING I'S | NCOWLETE, | T SHALL
NOTI FY THE COVERED UTILITY WTH N 10 DAYS OF THE FI LI NG

(15) RECORDS OR OTHER | NFORMATI ON SUPPLI ED BY THE COVERED
UTILITY I N AN APPLI CATI ON FOR RECOVERY OF SECURI TY COSTS UNDER
SUBSECTI ON (11) THAT DESCRI BE SECURI TY MEASURES, | NCLUDI NG BUT
NOT LI M TED TO, EMERGENCY RESPONSE PLANS, RI SK PLANNI NG
DOCUMENTS, THREAT ASSESSMENTS, DOMVESTI C PREPAREDNESS STRATEG ES,
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AND OTHER PLANS FOR RESPONDI NG TO ACTS OF TERRORI SM ARE NOT
SUBJECT TO THE FREEDOM CF | NFORMATI ON ACT, 1976 PA 442,
MCL 15.231 TO 15. 246, AND SHALL BE TREATED AS CONFI DENTI AL BY THE
COW SSI ON.

1
2
3
4
5 (16) THE COWM SSI ON SHALL | SSUE PROTECTI VE ORDERS AS ARE
6 NECESSARY TO PROTECT THE | NFORVATI ON FOUND BY THE COWM SSI ON TO

7 BE CONFI DENTI AL UNDER THI S SECTI ON.

8 (17) AS USED IN THI S SECTI ON:

9 (A) "ACT OF TERRORI SM' MEANS A W LLFUL AND DELI BERATE ACT

10 THAT IS ALL OF THE FOLLOW NG

11 (i) AN ACT THAT WOULD BE A VI OLENT FELONY UNDER THE LAWS OF
12 TH' S STATE, WHETHER OR NOT COWM TTED IN TH S STATE.

13 (i) AN ACT THAT THE PERSON KNOAS OR HAS REASON TO KNOW I S

14 DANGEROUS TO HUMAN LI FE.

15 (7i]) AN ACT THAT IS | NTENDED TO | NTI M DATE OR COERCE A

16 CIVILI AN POPULATI ON OR | NFLUENCE OR AFFECT THE CONDUCT OF GOVERN-
17 MENT OR A UNIT OF GOVERNMENT THROUGH | NTI M DATI ON OR COERCI ON.

18 (B) "COVERED UTI LI TY" MEANS AN ELECTRI C UTILITY SUBJECT TO
19 THE RATE FREEZE PROVI SI ONS OF SUBSECTION (1), THE RATE CAP PROVI -
20 SIONS OF SUBSECTION (2), OR THE RATE PROVI SI ONS OF COWM SSI ON

21 ORDERS | N CASE NUMBERS U-11181-R AND U-12204.

22 (C) "ENHANCED SECURI TY COSTS' MEANS REASONABLE AND PRUDENT
23 COSTS OF NEW AND ENHANCED SECURI TY MEASURES | NCURRED BEFORE

24 JANUARY 1, 2006 FOR AN ELECTRI C GENERATI NG FACI LI TY BY A COVERED
25 UTILITY THAT ARE REQUI RED BY FEDERAL OR STATE REGULATORY SECURI TY
26 REQUI REMENTS | SSUED AFTER SEPTEMBER 11, 2001 OR DETERM NED TO BE
27 NECESSARY BY THE COWMM SSI ON TO PROVI DE REASONABLE SECURI TY FROM
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AN ACT OF TERRORI SM  ENHANCED SECURI TY COSTS | NCLUDE | NCREASES
I N THE COST OF | NSURANCE THAT ARE ATTRI BUTABLE TO AN | NCREASED
TERROR RELATED RI SK AND THE COSTS OF MAI NTAI NIl NG OR RESTORI NG
ELECTRI C SERVI CE AS THE RESULT OF AN ACT OF TERRORI SM
(D) "SECURI TY RECOVERY FACTOR' MEANS AN UNBUNDLED CHARGE FOR
ALL RETAIL CUSTOVERS, EXCEPT FOR CUSTOVERS OF ALTERNATI VE ELEC-
TRI C SUPPLI ERS, TO RECOVER ENHANCED SECURI TY COSTS THAT HAVE BEEN
APPROVED BY THE COWVM SSI ON.
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