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The Public Utility Commission of Texas (commission) proposes new §825.341, relating to Definitions,
new 825.342, relaing to Electric Busness Separation; new 825.343, relating to Competitive Energy
Services, new §25.344, relating to Cost Separation Proceedings; new 825.345, relating to Recovery of
Stranded Costs Through Competition Trangtion Charge; and new 825.346, relating to Separation of
Electric Utility Metering and Billing Cods and Activities. These sections will be located in new
Subchapter Q of this title (relating to Unbundling and Market Power). Project Number 21083 has

been assigned to this proceeding.

Project Number 21083, Cost Unbundling and Separation of Utility Business Activities, Including
Separation of Competitive Energy Services and Distributive Generation was established July 7,
1999. Informa task force meetings and workshops with commission staff and interested parties were

conducted during July and August.

Senate Bill 7, which amends severd sections of the Public Utility Regulatory Act (Vernon 1999)
(PURA) was passed by the 76th Texas Legidature and is effective September 1, 1999, Act of May 27,
1999, 76" Legidature, Regular Session (1999) (SB 7). The Legidature determined that the production
and sde of dectricity is not amonopoly warranting regulation of rates, operations, and services and that
the public interest in competitive eectric markets requires that, except for transmission and distribution

(T&D) services and for the recovery of stranded costs, eectric services and their prices should be
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determined by customer choices and the normd forces of competition. The Legidature enacted PURA
Chapter 39 to protect the public interest during the trangtion to and in the establishment of a fully

competitive eectric power industry.

The eectric industry will be in a period of trangtion to competition until January 1, 2002, when each
electric utility is required by PURA 839.051 to separate its business activities from one another into the
following units. a power generation company, a retal eectric provider (REP), and a transmisson and
digribution company. This separation may be accomplished through the credtion of separate
nonaffiliated companies or separate affiliated companies owned by a common holding company, or
through the sale of assets to a third party. On or before September 1, 2000, each dectric utility shall
Sseparate from its regulated utility activities its customer energy services business activities that are
dready widdy avalable in the competitive market. By January 10, 2000, utilities are required to file
with the commission plans describing how they intend to unbundle their business activities in a manner
that provides for a separation of personnd, information flow, functions, and operations. On or before
April 1, 2000, each ectric utility shall file proposed tariffs for its proposed transmission and distribution
utility (T&D utility) pursuant to PURA 839.201. Electric utilities are alowed to recovery dl of their net,
verifiable, nonmitigable stranded costs incurred in purchasing power and providing electric generation

service pursuant to PURA §39.251 through §39.265.

In proposing these rules relating to the unbundling of regulated and non-regulated activities, the

commission has four objectives. Firdt, the commission seeks to implement on January 1, 2002, a
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competitive retail eectric market that allows each retail customer to choose the customer's provider of
electricity and that encourages full and fair competition among dl providers of dectricity. Second, the
commission will dlow utilities with uneconomic generation-reated assets and purchased power
contracts to recover the reasonable excess costs over market (ECOM) of those assets and purchased
power contracts. Third, the commission desires to protect the competitive process in a manner that
enaures the confidentidity of competitively sengtive information during the trandtion to a competitive
market and after the commencement of customer choice. Fourth, the commission seeks to prohibit
practices between regulated and competitive activities that may unreasonably restrict, impair, or reduce
the level of competition during the transtiona separation of personnd, information flow, functions, and

operations, and after a competitive market is established.

Proposed §25.341 provides definitions for new terms used in Subchapter Q.

Proposed §25.342 implements PURA 839.051 by prescribing the manner by which eectric utilities

should separate their business into different components.

Proposed §25.343 implements PURA §39.051(a) by prescribing the manner by which an electric utility

must separate its competitive energy services.

Proposed 8§25.344 implements PURA 8§39.201 by prescribing the manner by which the utility should

separate its costs and prepare its transmission and distribution tariffs.
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Proposed 8§25.345 specifies the manner by which utilities with stranded cost may recover stranded
cogts through the use of a competitive trandtion charge. The section provides the means for alocating

and collecting stranded costs from the utility customers.

Proposed §25.346 implements PURA 8§39.107 and specifies the billing and metering services an

ectric utility may offer and the manner in which it may offer such services.

The commisson seeks any comments on the proposed rule that interested parties believe are
aopropriate. Parties should organize their comments in a manner consistent with the organization of the

proposed rules.

In addition, the commission requests that interested parties specificaly address the following issues:

1. Does the provision in PURA 839.252 that stranded costs be alocated "in accordance with the
methodology used to dlocate the cods of the underlying assets in the dectric utility's most
recent commission order addressing rate design” require that the specific numeric alocators or
only the methodology for the dlocator be used for the purposes of dlocating ECOM among
customer classes?

2. Is the dlocation of stranded costs to classes pursuant to PURA 8§839.252 meant to fix each
classes share of ECOM, or is the dlocation meant to be used to design a fixed competition

trangtion charge (CTC) charge for each class? In other words, as any given customer class
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experiences load growth, should the benefits of that growth be retained within the class in the
form of a declining CTC charge or more rapid collection, or should those benefits be spread
over the entire system?

3. If the allocation of stranded cogts is fixed to one or more classes, what is the best method to
account for potentid migration of commercid, industrid, and non-firm customers between
classes, to on-Ste generation, or out of the utility's service territory? For example, if migration
concerns can be mitigated through the consolidation of some classes, how should existing
classes be combined for the purposes of stranded cost collection? Should customers who
remain in classes that experience large amounts of out-migration be protected from having to
bear increasing respongbility for that classs stranded costs?

4, How should the exigting rates and riders be consolidated for the purposes of transmisson and
distribution charges?

5. Whét rate design for non-bypassable charges facilitates smple hilling to retail eectric providers
while aso preserving areasonable "shopping credit” under the price-to-beat?

6. What leve of interaction should the transmission and distribution utility have with the end-use
customer? For example, should end-use customers be able to contract and be billed for
transmission and/or distribution services, directly from the T&D utility, or should &l procurement
of T&D service be through the customer's REP? Additiondly, are there services for which the
T&D utility should directly bill the end-use customer, and if so, does the T&D utility therefore

need to retain a customer collections function?
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10.

11.

12.

After customer choice is introduced should a T&D utility be able to provide an energy service
that is capable of being provided by a competitor if it is not widely available?

Are there any circumstances, such as religbility concerns, under which an dectric utility should
be able to provide awiddy available energy service after September 1, 2000?

If the commission dlows utilities to petition to provide energy services that could be provided by
acompetitor but are not yet widely available, should the permission to provide these services be
for an express period of time?

After September 1, 2000, should an eectric utility or a transmission and distribution utility be
permitted to engage in economic development and community support activities? If so, should
there be limitations on what they can do? Should the cost of engaging in such activities be
recoverable from ratepayers?

What, if any, bright line standard(s) coud the commission incorporate in the rule to delineste the
education, advertisng, and economic development and community support activities that an
electric utility or atransmission or distribution utility can do after September 1, 20007

Should ether an dectric utility or atransmisson and didtribution utility be able to provide street
lighting after September 1, 20007 If S0, should there be any limitation on the provision of such
service or specific terms or conditions under which the utility is allowed to provide such service?
If an dectric utility or a tranamisson and didribution utility should not be alowed to provide
dreet lighting in totd, is there some portion of the service that they should be alowed to

provide?
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13. What advanced metering services and equipment, if any, should be included within the definition

of competitive energy services as defined in the proposed rules?

When commenting on specific subsections of the proposed rule(s), parties are encouraged to describe
"best practice’ examples of regulatory policies, and ther raionde, that have been proposed or
implemented successfully in other sates dready undergoing eectric industry restructuring, if the parties
believe tha Texas would benefit from gpplication of the same policies. The commisson is only
interested in recelving "leading edge’ examples which are specificaly rdated and directly gpplicable to

the Texas Satute, rather than broad citations to other state restructuring efforts.

Kit Pevoto, assigtant director, Office of Regulatory Affairs, has determined that for the firs five-year
period the sections are in effect there will be no fiscd implications for state or loca government as a

result of the enforcing or administering the sections.

Ms. Pevoto aso has determined that for each year of the first five years the proposed sections are in
effect, the public benefit anticipated as a result of enforcing these sections will be improved regulatory
oversght of eectric utilities and enhanced competition in the provision of energy-rdated services. There

will be no effect on small businesses or micro-businesses as aresult of enforcing these sections.

It is anticipated that there will be no economic costs incurred by persons who are required to comply

with the new sections as proposed beyond those costs caused by the underlying statutes that these new
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sections implement. The cogts caused by the underlying statute incurred are likely to vary from utility to
utility, and are difficult to ascertain.  The benefits accruing from implementation of the statute by these

proposed sections, however, are expected to outweigh these costs.

Ms. Pevoto aso has determined that for each year of the first five years the proposed sections are in
effect, there should be no effect on aloca economy; therefore, no local employment impact statement is

required under the Administrative Procedure Act §2001.022.

The commisson gaff will conduct a public hearing on this rulemaking under Government Code
§2001.029 at the commisson's offices, located in the William B. Travis Building, 1701 North Congress

Avenue, Austin, Texas 78701, on Tuesday, October 19, 1999, at 9:00 am.

Comments on the proposed new rules (16 copies) may be submitted to the Filing Clerk, Public Utility
Commission of Texas, 1701 North Congress Avenue, PO Box 13326, Austin, Texas 78711-3326,
within 25 days after publication. Reply comments may be submitted within 35 days after publication.
The commission invites specific comments regarding the costs associated with, and benefits that will be
gained by, implementation of the proposed section. The commission will consider the costs and benefits

in deciding whether to adopt the sections. All comments should refer to Project Number 21083.

These sections are proposed under the Public Utility Regulatory Act, Texas Utilities Code Annotated

(Vernon 1999) (PURA), and Act of May 27, 1999, 76th Legidature, Regular Session (1999), Senate
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Bill 7, 839 (to be codified at Texas Utilities Code Annotated §839.001-39.265) (SB 7), §811.002(a),
14.001, 14.002, 14.151, 14.154, 38.021, 38.022, 39.001, 39.051, 39.107, 39.157, 39.201, and
39.251 through 39.265. Section 11.002(a) requires establishment of a comprehensive and adequate
regulatory system by the commisson to ensure just and reasonable rates, operations, and services.
Section 14.001 grants the commission the genera power to regulate and supervise the business of each
utility within its jurisdiction. Section 14.002 provides the commission with the authority to make and
enforce rules reasonably required in the exercise of its powers and jurisdiction. Section 14.151 grants
the commission authority to prescribe the manner of accounting for al business transacted by the utility.
Section 14.154 grants the commission limited authority over the utility's affiliates, with respect to their
transactions with the utility. Section 38.021 requires that utilities not grant an unreasonable preference
to or impose an unreasonable disadvantage on different persons in the same classfication. Section
38.022 requires that utilities not discriminate against competitors or engage in practices that restrict or
impair competition in the electric market. Section 39.001 States the legidative policy and purpose for a
competitive eectric power industry. Section 39.051 requires that each dectric utility unbundle
personndl, information flow, functions, and operaions into a power generation company, aretal dectric
provider, and a transmission and distribution company. Section 39.107 grants the commission authority
to adopt provisons regarding the metering and billing services. Section 39.157 grants the commission
authority to take actions to address market power and adopt rules and enforcement procedures to
govern transactions or activities between utilities and ther affiliates. Section 39.201 requires each

electric utility to file, on or before, April 1, 2000, proposed tariffs for its proposed transmission and
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digribution utility. Sections 39.251 through 39.265 grant the commission authority to alow dectric

utilities to recover stranded costs through a competition transition charge.

Cross Reference to Statutes: Public Utility Regulatory Act 8811.002(a), 14.001, 14.002, 14.151,

14.154, 38.021, 38.022, 39.001, 39.051, 39.107, 39.157, 39.201, and 39.251-39.265.
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825.341. Definitions.

The following words and terms, when used in Divison | of this subchapter (rdating to
Unbundling and Market Power), shdl have the following meanings, unless the context clearly
indicates otherwise:

@ Above market purchased power costs —Wholesale demand and energy costs that a
utility is obligated to pay under an existing purchased power contract to the extent the
costs are greater than the purchased power market value.

2 Affected utilities—A person or river authority that owns or operates for
compensation in this state equipment or facilities to produce, generate, tranamit,
digtribute, sdll, or furnish dectricity in this sate. The term includes alessee, trustee, or
receiver of an dectric utility and a recreationd vehicle park owner who does not comply
with the Texas Utilities Code, Chapter 184, Subchapter C, with regard to the metered
sde of dectricity at the recreationa vehicle park. The term does not include:

(A) amunicipd corporation;

(B)  aqualifying fedility;

(C)  apower generation company;

(D)  anexempt wholesde generator;

(E)  apower marketer;
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(F)  acorporation described by the Public Utility Regulatory Act (PURA) §832.053
to the extent the corporation sdlls eectricity exclusvely a wholesale and not to
the ultimate consumer;

(G)  anédectric cooperative;

(H)  aretal éectric provider;

M this state or an agency of this state; or

J aperson not otherwise an dectric utility who:

(0] furnishes an dectric service or commodity only to itself, its employees,
or its tenants as an incident of employment or tenancy, if that service or
commodity isnot resold to or used by others,

(it owns or operates in this state equipment or facilities to produce,
generate, tranamit, distribute, sall, or furnish eectric energy to an dectric
utility, if the equipment or facilities are used primarily to produce and
generate eectric energy for consumption by that person; or

(i)  ownsor operatesin this state arecrestional vehicle park that provides
metered electric service in accordance with Texas Utilities Code,
Chapter 184, Subchapter C.

3 Advanced metering — Includes any metering equipment or service not included and
performed by the transmission and distribution utility as defined by paragraph (26) of

this section.
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(4)

©)

(6)

Additional billing services— Includes any services related to PURA 839.107(e) or
other retall billing system services not included in the ligt of transmission and digtribution
utility billing services under this section.

Competition trangtion charge (CTC) % Any non-bypassable charge that recovers
the positive excess of the net book value of generation assets over the market value of
the assats, taking into account al of the dectric utility's generation assets, any above
market purchased power costs, and any deferred debit related to a utility's
discontinuance of the gpplication of Statement of Financia Accounting Standards
Number 71 ("Accounting for the Effects of Certain Types of Regulation”) for
generation-related assets if required by the provisons of PURA, Chapter 39. For
purposes of PURA 839.262, book value shal be established as of December 31,
2001, or the date a market vaue is established through a market vauation method
under PURA 839.262(h), whichever is earlier, and shdl include stranded costs incurred
under PURA §39.263.

Competitive energy services % Customer energy services business activities which
are capable of being provided on a competitive basisin the retail market. Examples of
competitive energy services include, but are not limited to the marketing, sde, design,
congruction, ingtalation, or retrofit, financing, operation and maintenance, warranty and
repair of, or consulting with respect to:

(A)  energy-consuming, customer-premise equipment;
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(B)

(©)

(D)

(E)

(F)

(&

(H)

(1)
Q)

the provison of energy efficiency and control of dispatchable load management
SErvices,

the provision of technica assistance relating to any customer-premises process
or device that consumes electricity, including energy audits,

customer or facility specific energy efficiency, energy conservetion, power
quaity and religbility equipment and related diagnostic services,

the provision of anything of vaue other than tariffed services to trade groups,
builders, developers, financid inditutions, architects and engineers, landlords,
and other personsinvolved in making decisons relating to investmentsin
energy-consuming equipment or buildings on behdf of the ultimate retall
electricity customer;

customer-premises transformation equipment, power-generation equipment and
related services,

the provison of information relating to customer usage other than as required for
the rendering of amonthly dectric bill, including dectrical pulse service;
communications services reated to any energy service not essentiad for the retail
sde of dectricity;

home and property security services,

non-roadway, outdoor security lighting;
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(K)

(L)
(M)
(N)
(O)
(P)

Q)
(R)
S

M

L)
(V)

(W)

building or facility design and related engineering services, including building
shell congtruction, renovation or improvement, or andys's and design of energy-
related industrial processes,

hedging and risk management services,

propane and other energy-based services,

retaill marketing, selling, demondration, and merchant activities,

facilities operations and management;

controls and other premises energy management systems, environmenta control
systems, and related services,

premise energy or fud storage facilities,

performance contracting (commercid, inditutional and indudtrid);

indoor ar qudity products (including, but not limited to air filtration, electronic
and dectrodatic filters, and humidifiers);

duct sedling and duct cleaning;

ar bdancng;

customer education, including school programs and community education
activities except for those commission-approved education programs specific to
transmisson and digtribution that do not benefit the utility's affiliate(s);
advertisng, except for commission-gpproved safety advertisng specific to

transmisson and digtribution that do not benefit the utility's affiliate(s);
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(1)

(8)

©)

(X)  economic development and community affairs except for commisson-gpproved
programs specific to transmisson and distribution that do not benefit the utility's
afiliate(s);

(Y)  other activitiesidentified by the commisson.

Discretionary service — Service that isrelated to, but not essentid to, the

transmisson and digtribution of dectricity from the point of interconnection of a

generation source or third-party eectric grid facilities, to the point of interconnection

with aretal customer or other third party facilities.

Distribution — For purposes of §25.344 (g)(2)(C) of thistitle (relating to Cost

Separation Proceedings), distribution relates to system and discretionary services

associated with facilities below 60 kilovolts necessary to transform and move eectricity

from the point of interconnection of a generation source or third party eectric grid
facilities, to the point of interconnection with aretail cusomer or other third party
fecilities, and related processes necessary to perform such transformation and
movement. Didribution does not include activities related to transmisson and
digtribution utility billing services, additiond billing sarvices, transmisson and distribution
utility metering services, and transmission and distribution customer services as defined
by this section.

Electronic data inter change — The computer gpplication to computer application

exchange of busnessinformation in a standard format.
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(10)

(11)

(12)

(13)

(14)

(15)

Energy service — Asdefined in 825.223 of thistitle (rdlating to Unbundling of Energy
Service).

Existing purchased power contract —A purchased power contract in effect on
January 1, 1999, including any amendments and revisons to that contract resulting from
litigation initiated before January 1, 1999.

Gener ation — For purpose of §25.344 (g)(2)(A), generation includes assets, activities
and processes necessary and related to the production of eectricity for sde.

Generation begins with the acquistion of fuels and their conversion to dectricity and
ends where the generation company's facilities tie into the facilities of the transmisson
and digtribution system.

Generation assets —All assets associated with the production of dectricity, including
generdion plants, eectrical interconnections of the generation plant to the transmisson
system, fudl contracts, fuel transportation contracts, water contracts, lands, surface or
subsurface water rights, emissons-related allowances, and gas pipeline
interconnections.

Market value — For non-nuclear assets and certain nuclear assets, the vaue the
assets would have if bought and sold in a bona fide third-party transaction or
transactions on the open market under PURA 839.262(h) or, for certain nuclear assets,
as described by PURA 839.262(i), the value determined under the method provided by
that subsection.

Power generation company — A person that:
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(16)

(17)

(18)

(19)

(20)

(A)  generatesdectricity that isintended to be sold & wholesdle;

(B)  doesnot own atransmission or distribution facility in this Sate other than an
essentia interconnecting facility, afacility not dedicated to public use, or a
fadility otherwise excluded from the definition of "dectric utility" under this
Section; and

(C)  doesnaot have a certificated service area, athough its affiliated eectric utility or
transmission and distribution utility may have a certificated service area

Purchased power market value — The vaue of demand and energy bought and sold

in abonafide third-party transaction or transactions on the open market and determined

by using the weighted average cogts of the highest three offers from the market for
purchase of the demand and energy available under the existing purchased power
contracts.

Retail electric provider — A person tha sells eectric energy to retail cusomersin

thisstate. A retail eectric provider may not own or operate generation assets.

Retail stranded costs — Part of net stranded cost associated with the provision of

retall service.

Standar d meter — The minimum metering device necessary to obtain the billing

determinants required by the transmission and digtribution utility's tariff schedule to

render an end-use customer's charges for transmission and distribution service.

Stranded costs — The positive excess of the net book vaue of generation assets over

the market value of the assats, taking into account al of the dectric utility's generation



PUBLIC UTILITY COMMISSION OF TEXAS PAGE 19 OF 55
SUBSTANTIVE RULES. CHAPTER 25. ELECTRIC.

(21)

assets, any above market purchased power costs, and any deferred debit related to a
utility's discontinuance of the application of Statement of Financiad Accounting
Standards Number 71 (" Accounting for the Effects of Certain Types of Regulation”) for
generation-related assets if required by the provisons of PURA, Chapter 39. For
purposes of PURA 839.262, book value shal be established as of December 31,

2001, or the date a market vaue is established through a market vauation method

under PURA 839.262(h), whichever is earlier, and shdl include stranded costs incurred

under PURA §39.263.

System service — Searvice that is essentid to the transmission and distribution of

electricity from the point of interconnection of a generation source or third-party eectric

grid facility, to the point of interconnection with aretal customer or other third party
fecility. System sarvicesincdude, but are not limited to, the following:

(A)  theregulation and control of ectricity in the transmisson and digtribution
sysem,

(B)  planning, design, congtruction, operation, maintenance, repair, retirement, or
replacement of transmission and distribution facilities, equipment, and protective
devices,

(C)  transmission and ditribution system voltage and power continuity;

(D)  responseto eectric ddivery problems, including outages, interruptions, and

voltage variations, and restoration of service in atimely manner;
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(22)

(23)

(E)  commission-gpproved public education and safety communication programs
Specific to transmission and distribution;
(F)  transmisson and digtribution utility standard metering and hilling services as
defined by this section;
(G)  specific commission-gpproved adminigtration of market neutral programs of
incentives for energy efficiency programs, and;
(H) linesafety, induding tree trimming.
Transmission — For purposes of §25.344 (g)(2)(B) of thistitle, transmisson relates
to system and discretionary services associated with facilities a or above 60 kilovolts
necessary to transform and move dectricity from the point of interconnection of a
generation source or third party eectric grid facilities, to the point of interconnection
with digtribution, retail customer or other third party facilities, and related processes
necessary to perform such transformation and movement. Transmission does not
include activities related to transmisson and digtribution utility billing system services,
additiond billing services, transmisson and digtribution utility metering system services,
and transmission and digtribution utility customer services as defined by this section.
Transmission and distribution utility — A person or river authority that owns or
operates for compensation in this state equipment or facilities to transmit or ditribute
electricity, except for facilities necessary to interconnect a generation facility with the
transmission or distribution network, a facility not dedicated to public use, or afacility

otherwise excluded from the definition of "dectric utility” under this section, ina
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(24)

qudifying power region certified under PURA 839.152, but does not include a

municipally owned utility or an eectric cooperdtive.

Transmission and distribution utility billing system services — Servicesrelated to

the production and remittance of abill to aretail eectric provider for the transmission

and digtribution charges applicable to the retall eectric provider's customers as

prescribed by PURA 839.107(d), and billing for wholesale transmisson service to

entities that quaify for such service. Transmisson and digtribution utility billing system

sarvices may include, but are not limited to, the following:

(A)

(B)

(©)

(D)

(E)

(F)

(&

(H)
(1)

generation of billing charges by gpplication of rates to customer's meter
readings, as applicable;

presentation of chargesto retail dectric providersfor the actud services
provided and the rendering of bills;

extension of credit to and collection of payments from retail eectric providers,
disbursement of funds collected;

customer account data management;

customer care and call center activities reated to hilling inquiries by retall
electric providers,

adminidrative activities necessary to maintain aretail eectric provider billing
account;

an operating billing system, and;

error investigation and resolution.
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(25)

(26)

Transmission and distribution utility customer service — For purposes of
§25.344 (9)(2)(G) of thistitle, transmisson and distribution customer service relates to
system and discretionary services associated with the utility's energy efficiency
programs, demand-side management programs, public safety advertisng, tariff
adminigtration, and any other customer services.

Transmission and distribution utility metering system services — Services that

relate to the ingtdlation, maintenance, and polling of an end-use customer's standard

meter. Transmisson and digtribution utility metering system services may include, but
arenot limited to, the following:

(A)  ownership of standard meter equipment and meter parts;

(B)  dorage of standard meters and meter parts not in service;

(C)  messurement or estimation of the eectricity consumed or demanded by aretall
electric consumer during a specified period limited to the customer usage
necessary for the rendering of amonthly eectric hill;

(D)  meter cdibration and testing;

(B) meter reading, including non-intervd, interva, and remote meter reeding;

(F individua customer outage detection and usage monitoring;

(G)  theft detection and prevention;

(H)  customer account maintenance,

M ingdlation or remova of metering equipment;

J an operating metering system, and,
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(K)  eror investigation and re-reeds.
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§25.342.  Electric Business Separ ation.

) Purpose. The purpose of this section isto identify the competitive eectric industry busness
activities that must be separated from the regulated transmission and distribution utility and
performed by a power generation company (PGC), aretall eectric provider (REP), or some
other business unit pursuant to the Public Utility Regulatory Act (PURA) 839.051. This section

establishes procedures for the separation of such business activities.

(b) Application. Thissection shdl apply to affected utilities.

(© Compliance and timing.

D Electric utilities mugt file a business separation plan on or before January 10, 2000,
pursuant to PURA 8§39.051(e).

2 Notwithstanding any other provision in this section, an dectric utility not subject to this
section until the expiration of the exemption set forth in PURA 839.102(c), must filea
business separation plan on or before 260 days prior to the expiration of the exemption.
Notwithstanding any other provision in this section, on or before the expiration of the
exemption set forth in PURA 839.102(c), such an dectric utility shal separate from its

regulated utility activities its customer energy services business activities and shal
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©)

separde its business activities from one another into the three units described in
subsection (d)(2) of this section.

Upon review of the filing, the commission shal adopt the dectric utility's plan for
bus ness separation, adopt the plan with changes, or rgect the plan and require the

ectric utility to fileanew plan.

(d) Business separ ation.

D

)

©)

An dectric utility may not offer competitive energy services after September 1, 2000,
however, an eectric utility may petition the commisson pursuant to 825.343(d) of this
title (relating to Competitive Energy Services) for authority to provideto its Texas
customers or some subset of its customers any service otherwise identified as a
competitive energy service.

Not later than January 1, 2002, each dectric utility shall separate its business activities,
and rdlated codts, into the following units: Power generation company; retail eectric
provider; and transmission and digtribution utility company. An dectric utility may
accomplish this separation ether through the creation of separate nonaffiliated
companies or separate affiliated companies owned by a common holding company or
through the sdle of assetsto athird party. An dectric utility may create separate
transmisson utility and didtribution utility companies

Each dectric utility, subject to PURA 839.157(d), shdl comply with this sectionina

manner that provides for a separation of personne, information flow, functions, and
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C)

operations, consstent with PURA 8§39.157(d) and §25.272 of thistitle (relating to
Code of Conduct for Electric Utilities and Their Affiliates).

(4  All transfers of assets and liabilities to separate affiliated or nonaffiliated companies, a
power generation company, retail eectric provider, or atransmisson and distribution
utility company during theinitial business separation process shdl be recorded at book

vaue

Business separ ation plans. On or before January 10, 2000, each electric utility, subject to
PURA 839.051(e), shdl file a business separation plan with the commission according to a
commission approved Business Separation Plan Filing Package (BSP-FP).

1) The business separation plan shdl include, but shdl not be limited to, the following:

(A) A destription of the financial and legal aspects of the business separation, the
functiona and operationd separations, physica separation, information systems
separation, asset transfers during the initial unbundling, separation of books and
records, and compliance with 825.272 of thistitle both during and after the
trangtion period.

(B) A description of all services provided by the corporate support services
company, aswell as any corporate support services provided by another
separate affiliate including pricing methodologies.

(C) A proposed internal code of conduct that addresses the requirementsin

§25.272 of thistitle and the spirit and intent of PURA §39.157. Theinternd



PUBLIC UTILITY COMMISSION OF TEXAS PAGE 27 OF 55
SUBSTANTIVE RULES. CHAPTER 25. ELECTRIC.

(®

code of conduct shal address each provision of §25.272 of thistitle, and shdll
provide detailed rules and procedures, including employee training,
enforcement, and provisons for pendties for violations of the interna code of
conduct.

(D) A destription of each competitive energy service provided within Texas by the
eectric utility, including a detailed plan for completely and fully separating these
competitive energy services on or before September 1, 2000, as set forthin
§25.343 of thistitle.

(E)  Descriptionsof dl system sarvices, discretionary services, other services and
competitive energy services to be provided within Texas by the transmisson
and didribution utility.

2 To the extent that not dl of the detailed information required to be filed on January 10,
2000 is avallable, the dectric utility shall provide afirm schedule for supplementd filings.
The commisson shdl approve only portions of the business separation plan for which
complete information is provided.

3 An dectric utility may request protection of its aleged confidentia information.

Separ ation of transmission and distribution utility services.
D Classification of services. Each sarvice offered or potentidly offered by a

transmisson and didtribution utility shall be classfied as one of the following:
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(A)  System service. The cods associated with providing system service are
system-wide costs which are borne by al transmisson and distribution
customers.

(B) Discretionary service.

(0] The cost associated with each discretionary service is customer-specific
and should be borne only by the transmission and distribution customer
who purchases the discretionary service.

(i) Each discretionary service shdl be provided by the transmisson and
digtribution utility pursuant to a commission-approved embedded cost-
based tariff.

@)  Thecodsassociated with providing discretionary services are tracked
separately from costs associated providing system services.

(C)  Petitioned service. Servicein which a petition to provide a specific
competitive energy service has been granted by the commission pursuant to
§25.343(d)(1) of thistitle.

(D)  Other service.

(0] The offering of any other services shall be limited to those services
which:

() maximize the value of exigting transmisson and distribution

system sarvice fadilities, and
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(1)  areprovided usng exising personnd and facilitiesthat are
essentid to the provison of transmisson and distribution system
Services.
(i) If the transmission and distribution utility offers a service under dause (i)
of this subparagraph, the transmisson and digtribution utility shall:
M track the costs and revenues for each service separately;
(1)  offer the service on anon-discriminatory-basis, and if
appropriate, pursuant to a commission-approved tariff, and,
(111)  credit Al revenues received from the offering of this service
during the test year after known and measurable adjustments
are made to lower the revenue requirement of the transmission
and digtribution utility on which the rates are based.
2 Competitive energy services. A tranamission and distribution utility shal not provide
competitive energy services as defined by §25.341(6) of thistitle (reating to Definitions)

except as permitted pursuant to 825.343(d)(1) of thistitle.
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§25.343. Competitive Energy Services.

) Purpose. The purpose of this section isto identify al competitive energy services which are not

to be provided by affected utilities after September 1, 2000.

(b) Application. This section gppliesto eectric utilities as defined by the Public Utility Regulatory
Act (PURA) §31.002(6) and transmission and distribution utilities as defined by PURA
§31.002(19) that provide servicein Texas. This section does not apply to municipaly owned
utilities or eectric cooperatives. This section shdl not apply to an dectric utility under PURA

§39.102(c).

(© Competitive energy service separation. Affected utilities shal not provide competitive

energy services after September 1, 2000.

(d) Petitions to provide competitive ener gy services.

1) If autility finds that a service which is otherwise a competitive energy service, is not
available to cusomersin an area, the utility may petition the commission to provide that
service to that area on an unbundled tariffed basis. The utility has the burden to prove
to the commission that the service is not widely available in that area due to market

barriers outside of the utility's and the commisson's control to correct. When a petition
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under this subsection is granted, the utility shal provide the specific service pursuant to a
fully embedded cost-based tariff. The costs associated with providing this service shall
be tracked separately from other transmission and digtribution utility codis.
2 An affected person or the Office of Regulatory Affairs may aso petition the commisson
to classify a service as a competitive energy service or to end the designation of a

competitive energy service as a petitioned service.

(e Filing. Affected utilities shdl file descriptions of each competitive energy service provided by

the utility as part of their business separation plans filed pursuant to 825.342 of thistitle (relating

to Electric Business Separation). The business separation plans shal include a detalled plan for

completdy and fully separating competitive energy services.

§25.344. Cost Separation Proceedings.

@ Purpose. The purpose of this section is to establish the procedure by which affected utilities

will comply with the Public Utility Regulatory Act (PURA) §39.201.

(b) Application. This section shdl gpply to al utilities subject to PURA 839.201.

(© Compliance and timing.
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(d)

(1)  All dectric utilities must file a cost separation case under this section on or before April
1, 2000 according to a unbundled cost of service rate filing package (UCOS-RFP)
gpproved by the commission. Each dectric utility shal, in its cost separation filing, file
proposed tariffs for its proposed transmisson and didiribution utility. The tariffs shall
include supporting cost data for the determination of the utility's non-bypassable delivery
charges, which shal be the sum of transmisson charges, didtribution charges, municipa
franchise charges, decommissioning charges (if any), a competition trangtion charge (if
any), and a system benefit fund fee.

2 Notwithstanding any other provision in this section, an eectric utility not subject to this
section until the expiration of the exemption set forth in PURA 839.102(c), must fileits

cost separation case on or before 170 days prior to the expiration of the exemption.

Test year. A historic test year shdl be used to determine aforecast test year, defined as

follows

1) Historic year —for utilitiesfiling a cost separation case on or before April 1, 2000, the
historic year shdl be the 12-month period ended September 30, 1999. For autility
filing a cost separation case after April 1, 2000, the historic year shdl be a 12-month
period deemed reasonable by the commission.

2 Forecast year —for utilitiesfiling a cost separation case on or before April 1, 2000, the

forecast year shall be the 12-month period ended December 31, 2002. For a utility
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C)

(®

filing a cost separation case after April 1, 2000, the forecast year shdl be a 12-month

period deemed reasonable by the commisson.

Rate of return. Each dectric utility shdl file arate of return thet is based on its weighted

average cost of capitdl as determined by one of the dternative methods indicated in the UCOS-

RFP approved by the commisson.

System benefit fund fee.

D

)

©)

The system benefit fund fee will be established by the commission as described in
PURA §39.903(b).

Each utility shal identify the hitoric year costs associated with a reduced rate for low-
income customer's, targeted energy efficiency programs for low-income customers,
customer education programs, and the school funding loss mechanism to alow school
digtricts to recover property tax revenues lost due to eectric utility restructuring. Tota
costs will be reported in the unbundled cost of service studies as a separate line item (or
subaccount) in each account where such costs occur.  In the forecasting process,
historic year costs shall be adjusted to account for future recovery of costs for these
expenses through the system benefit fee rather than rates.

System benefit fund cogs shdl incdlude cogts for the following:

(A)  Alowincomeratefor firm service which is lower than the regular resdential

rate and which is exclusvely made available to customers whose household



PUBLIC UTILITY COMMISSION OF TEXAS PAGE 34 OF 55
SUBSTANTIVE RULES. CHAPTER 25. ELECTRIC.

(B)

(©)
(D)

(E)

incomeis not more than 125% of the federd poverty guideines and/or
customers who receive food stamps from the Texas Department of Human
Services or medical assstance from a state agency administering a part of the
medica assstance program.

Low-income energy efficiency programs administered by the Texas Department
of Housing and Community Affairsin coordination with existing weetherization
programs.

Customer education programs devel oped pursuant to PURA 8§39.902.
Egtimates of the amount of property tax payments that will be lost by school
digricts statewide because of dectric utility restructuring.

Any other item alowed by law.

(9 Separ ation of affiliate costs and functional cost separ ation.

D Affiliate costs.

(A)

Separ ation of affiliate costs. The affiliate schedules accompanying the
UCOS-RFP shdl provide sufficient detail to enable the commission to evaluate
the necessity and reasonableness of the affiliate expenses and the "'no higher
than" cost provisons of PURA 836.058 (relating to Congderation of Payment
to Affiliate); 825.272 of thistitle (relating to Code of Conduct for Electric
Utilities and Their Affiliates); and §25.273 of thistitle (rlating to Contracts

Between Electric Utilities and Ther Affiliates). The schedules shdl provide the
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)

net total amount of affiliate expense requested for each of the historic and
forecast years. Thisinformation shal be provided by class of itemsfor dl
affiliate transactions between the transmission and didtribution utility and its
affiliates including the affiliated power generation company and the affiliated
retall eectric provider.

(B)  Affiliated service company. If thereisan &ffiliated service company
providing support to the regulated transmission and didtribution utility and the
other affiliates, then the UCOS-RFP shdl include the transactions between the
service company, the regulated transmission and didtribution utility, the power
generation company, the retail eectric provider, and dl the other affiliates
pursuant to PURA 8§14.154. The UCOS-RFP shall include detailed
information on alocation formulas as defined by the reporting schedules.

(C) Compliancewith affiliate rules. The affiliate transactions reported in the
UCOS-RFP shdl comply with the code of conduct rules as promulgated in
8825.84 of thistitle (rlating to Annua Reporting of Affiliate Transactions for
Electric Utilities), 25.272 of thistitle, and 25.273 of thistitle.

Functional cost separation. All eectric utilities shal separate their costs into eight

categories, relating to the following functions, as defined by 825.341 of thistitle (rlating

to Definitions):

(A)  generaion;

(B)  trangmisson;
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©)

(©)
(D)
(E)
(F)
(&
(H)

distribution;

trangmisson and didtribution utility metering system services,
tranamisson and didribution utility billing system services;
additiond billing services,

transmission and distribution utility customer service; and

competitive energy service.

Method of cost separation. Cogts shdl be assgned to the eight functions using the

following three-tier process. No common costs will be assgned to regulated functions

by default. If the utility cannot meet its burden of proof, the costs in question will be

assigned to competitive functions.

(A)

(B)

(©)

For each Federal Energy Regulatory Commission (FERC) account, costs shall
be directly assgned to functions to the extent possible, and dl reevant
workpapers provided.

The utility shal provide detailed workpapers documenting the nature of any
costs that cannot be directly assigned. For adequately documented costs, the
utility may derive an account-specific alocator based on the directly assgned
cods. The utility must judtify the alocation of common costs to regulated
functions, and must present evidence to support any such alocation.

If adequately documented costs remain for which no direct assgnment or
account-specific dlocation is possible, the gppropriate functiondization factor

prescribed in the UCOS-RFP may be used. These functiondization factors
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)

should only be used as alast resort. If autility deems an alocator other than the
dlocator prescribed in these ingructions to be necessary, the utility shall provide

adetailed justification for the chosen allocator.

Jurisdiction and Texasretail class allocation. Allocation of the transmisson and

digtribution system services revenue requirement to the existing rate classes shal be based on

forecasted 2002 test year |oad data. Costs related to other functions may be allocated based

on atest year ending September 30, 1999.

D Jurisdictional allocation. Functionaized total company costs for the forecast year
shall be alocated to Texasretall jurisdiction. Jurisdictiond alocators shal be based on
ether the methodology approved the Federal Energy Regulatory Commission (FERC),
or the methodology used in the last commission-gpproved cost of service study.

2 Texasretail classallocation. Tota Texasretal jurisdiction cogts for each of the eight
categories shdl be dlocated among existing rate classes. Consolidation of classes shdl
be done only during rate design process.

(A)  Transmission revenuerequirement (system services). Electric Reiability
Council of Texas (ERCOT) utilities shdl dlocate the total transmission revenue
requirement based on the average of the four coincident pesaks for each existing
rate class a the time of ERCOT pesek, if that datais available. If that datais not
available, the utility may use the average of the four coincident pesks for eech

exiging rate class a the time of the company (as awires company) system
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(B)

(©)

(D)

(E)

pesk. Non-ERCOT utilities shall allocate transmission revenue requirement
based on either FERC approved methodology or the methodology approved in
the last commission gpproved cost of service study.

Distribution revenue requirement (system services). Costs purely related
to demand or customers shdl be allocated based on the methodology used in
last cost of service study unless approved otherwise by the commission. Other
cogts shdl be allocated based on allocators anal ogous to those used during the
functionalization process, or appropriate cost-causation principles.

Generation costs. Tota generation costs shdl be alocated to the existing rate
classes based on the methodology approved to alocate generation costs in the
last cost of service study.

Retail electric provider costs. Tota costs of services which will be provided
by the retail eectric provider as gpproved in the business separation plan shal
be allocated among classes based on the allocators used in the last gpproved
cost of service study.

Decommissioning costs. Costs associated with nuclear decommissioning
obligations shdl be alocated based on the methodology used in the last cost of
service study unless otherwise approved by the commission. Totd costs shall
be reported in the unbundled cost of service studies as a separate lineitem (or

subaccount) in each account where such costs occur.
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0]

()

Determination of ERCOT and Non-ERCOT transmission costs.
1) ERCOT transmission costs.

(A)  Thetransmisson cost of sarvice for an éectric utility in ERCOT shdl be as
described in 825.192(b) of thistitle (relating to Transmission Service Rates).

(B)  The UCOS-RFP adopted by the commission for the cost separation filings by
the eectric utilities under this section will provide additiond detalls concerning
the eectric utility costs that may be included in the ERCOT annud transmisson
costs.

(C)  Any redirection of transmission depreciation expense to production by aeectric
utility in ERCOT pursuant to PURA §39.256 should not affect the utility's
wholesde transmission cost of service that is used for the purposes of
determination of ERCOT postage stamp rate.

2 Non-ERCOT transmission costs. For an dectric utility in Texas operating outsde

ERCOT, the utility's open access transmission tariff gpproved by FERC will be used to

determine the utility's transmisson cost and rates in Texas,

Rate design. Utilities may consolidate existing rate classesinto the minimum number of dasses
needed to recognize differences in usage of the transmisson and distribution systems. Class

consolidation shdl not materidly disadvantage any customer class.
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§25.345. Recovery of Stranded Costs Through Competition Transition Charge (CTC).

@ Purpose. The purpose of this section isto establish the rules, regulations and procedures by
which affected utilitieswill comply with Public Utility Regulatory Act (PURA), Chapter 39,
Subchapter F relating to Recovery of Stranded Costs Through Competition Trangtion Charge
and PURA 839.201, relating to Cost of Service Tariffs and Charges, in order to establish a

competition transition charge (CTC) as a non-bypassable charge.

(b) Application. This section shal gpply to dl eectric utilities as defined in PURA §31.002 who

have stranded costs as described in PURA 839.251.

(© Definitions. Asusad in this section, the following terms have the following meanings unless the
context clearly indicates otherwise:

(@D} New on-site gener ation — Electric generation capacity grester than ten megawatts
cgpable of being lawfully ddivered to the Ste without use of utility distribution or
transmission facilities, which was not, on or before December 31, 1999, either:

(A) A fully operationd facility, or
(B) A project supported by substantially complete filings for dl necessary ste-
specific environmenta permits under the rules of the Texas Natural Resource

Consarvation Commission (TNRCC) in effect at the time of filing.
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(d)

2 Eligible generation — Any dectric generation facility thet falsinto one or more of the
following categories.

(A) A fully operationd qudifying facility that lawfully served aretail cusomer'sload
before September 1, 2001, and for which substantialy complete filings were
made on or before December 31, 1999, for all necessary Site-gpecific
environmenta permits under the rules of the TNRCC in effect at the time of
filing;

(B)  Anon-site power production facility with arated capacity of ten megawetts or
less;

(C)  Any generdtion fadility that lawfully served aretail customer's actual load which
is cgpable of lawfully ddivering power to the Ste without use of utility
distribution or transmission facilities and which is not new on-ste generation
including but not limited to facilities described in subparagraphs (A) and (B) of

this paragraph.

Right to recover stranded costs. An dectric utility is alowed to recover dl of its net,
verifiable, nonmitigable stranded costs incurred in purchasing power and providing eectric
generdion service. Recovery of retail stranded costs by an eectric utility shal be from all
exiding or future retail cusomers, including the facilities, premises, and loads of those retall
customers, within the utility's geographical certificated service area asit existed on May 1,

1999. A retail customer may not avoid stranded cost recovery charges by switching to on-gte
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C)

(®

(©)

generation except as provided by subsection (i) of thissection. In multiply certificated aress, a
retail customer may not avoid stranded cost recovery charges by switching to another electric

utility, eectric cooperative, or municipaly owned utility after May 1, 1999.

Recovery of stranded cost from wholesale customers. Nothing in this section shall ater
the rights of utilities to recover wholesde stranded costs from wholesale customers. If the utility
decides not to recover stranded costs from the wholesale customers, retail customers shal not

be adversdly affected by this decision,

Quantification of stranded costs. An dectric utility seeking to recover its stranded costs shall
submit the necessary information in compliance with the unbundled cogt of service rate filing
package (UCOS-RFP) approved by the commission. An electric utility may protect its aleged

confidentid informetion.

Recovery of stranded costs through securitization. An dectric utility, which seeksto

recover regulatory assets and stranded costs through securitization financing pursuant to PURA,

Chapter 39, Subchapter G shal request a separate competition transition charge for that

purpose.

(1)  Andectric utility which seeks to securitize its regulatory assets or stranded costs
pursuant to PURA 839.201(i)(1) shdl file an gpplication usng the commission-

approved form.
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2 An dectric utility may seek to securitize its regulatory assets under PURA 839.201(i)
any time after September 1, 1999.

3 An dectric utility which seeksto securitize its stranded costs under PURA 839.201(i)
must obtain a determination by the commission of its revised estimate of stranded costs
prior to submitting its application.

4 The amount of regulatory assets eigible for securitization as determined by the
commission in aproceeding pursuant to §39.201(i)(1) shdl be consdered in the

quantification of stranded costs in subsection (f) of this section.

Allocation of stranded costs. Allocation of stranded costs and caculation of CTC per
customer class shdl be part of the cost separation proceedings as defined in 825.344 of thistitle
(rlating to Cost Separation Proceedings). The utility shall submit information in accordance
with the ingtructions contained in UCOS-RFP gpproved by the commission.

1) Jurisdictional allocation. Costs shdl be alocated to the Texas retall jurisdiction in
accordance with the jurisdictiona allocation methodology used to allocate the costs of
the underlying assetsin the dectric utility's most recent commission order addressing
rate design.

(20  Allocation among Texas customer classes. Stranded costs shall be dlocated in the
following manner.

(A)  Any capitd costsincurred by an ectric utility to improve air quaity under

PURA 8§39.263 or §39.264 that are included in a utility's invested capita in
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(B)

accordance with those sections shal be dlocated among customer classes as

follows: 50% of those costs shdl be dlocated in accordance with the

methodology used to alocate the costs of the underlying assetsin the electric

utility's most recent commission order addressing rate design; and the remainder

shal be dlocated on the basis of the energy consumption of the customer

classes.

All other retail stranded costs shdl be alocated among retail customer classesin

the following manner:

0]

The dloceation to the resdentid class shdl be determined by dlocating
to al customer classes 50% of the stranded costs in accordance with
the methodology used to alocate the costs of the underlying assetsin
the eectric utility's most recent commisson order addressing rate design
and dlocating the remainder of the stranded cogts on the basis of the
energy consumption of the classes.

After the dlocation to the resdentia class required by clause (i) of this
subparagraph has been caculated, the remaining stranded costs shall be
alocated to the remaining customer classesin accordance with the
methodology used to dlocate the codts of the underlying assetsin the
electric utility's most recent commisson order addressing rate design.
Non-firm industriad customers shal be alocated stranded costs equd to

150% of the amount alocated to that class.
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(i)

)

v)

After the dlocation to the resdential class required by clause (i) of this
subparagraph and the dlocation to the nonfirm industrid class required
by clause (ii) of this subparagraph have been caculated, the remaining
stranded costs shall be dlocated to the remaining customer classesin
accordance with the methodology used to dlocate the cogts of the
underlying assetsin the eectric utility's most recent commission order
addressing rate design.

Notwithstanding any other provison of this section, to the extent that
the tota retall stranded cogts, including regulatory assets, of investor-
owned utilities exceed $5 billion on a statewide basis, any stranded
cogtsin excess of $5 hillion shdl be dlocated among retail customer
classes in accordance with the methodology used to dlocate the costs
of the underlying assetsin the ectric utility's most recent commisson
order addressing rate design.

The energy consumption of the customer classes used in subparagraph
(A) of this paragraph and clause (i) of this subparagraph shal be based
on the relevant class characterigtics as of May 1, 1999, adjusted for

norma weather conditions.

(0] Applicability of CTC to customersreceiving power from new on-site generation or

eligible generation. A retall customer receiving power from new on-ste generation or eigible
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generation to serveitsinterna eectrical requirements may not avoid payment of stranded costs

except as provided in this subsection. A customer's respong bility for payment of stranded costs

shdl be determined as follows:.

D

)

No CTC. A retall customer whose actud load islawfully served by eigible generation
and who does not receive any eectrical service that requires the deivery of power
through the facilities of atransmisson and digtribution utility is not respongible for
payment of any stranded cost charges.

CTC for digible generation. A retall cusomer whose actud load is lawfully served
by digible generation who aso recelves dectrica service that requires the delivery of
power through the facilities of a transmisson and distribution utility shall be respongble
for payment of stranded cost charges based solely on the services that are actudly
provided by the transmission and digtribution utility, if any, to the cusomer after the
eligible generation facility became fully operationa, such as ddlivery of supplementd,
standby, or backup service. Such charges may not include any costs associated with
the service that the customer was receiving from the dectric utility or its affiliated
trangmission and ditribution utility under their tariffs before the operation of the digible
generaion. A customer who changes the type of service it receives from the dectric
utility or its affiliated transmisson and digtribution utility after the cusomer commences
taking energy from dligible generation will pay stranded cost charges associated with the

sarvice it is actudly receiving from the tranamisson and digtribution utility.
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©)

(4)

CTC for new on-site generation. A retall customer who commences taking power
from new on-Site generation that represents a materia reduction in the customer's use of
energy delivered through the utility's facilities shal be responsible for payment of
stranded cost charges that are cadculated by multiplying the output of the new on-site
generation utilized to meet the interna eectrical requirements of the customer each
month by the sum of the gpplicable stranded cost charges in effect for that month. The
applicable CTC for such customer shal be the CTC associated with the service that the
customer was recelving from the eectric utility prior to switching to new on-ste
generation. These stranded cost charges shall be paid in addition to the stranded cost
charges applicable to energy actualy delivered to the customer through the transmission
and digribution utility's facilities. A customer who commences taking power from new
on-site generation that does not represent a materia reduction in the customer's use of
energy ddivered through the transmisson and distribution utility's facilities shdl pay the
CTC cdculated as st forth in paragraph (2) of this subsection for that portion of the
customer's load served by the new on-site generation.

Material reduction. For purposes of this subsection, a materia reduction shal bea
reduction of 12.5% or more of theretail customer's use of energy ddivered through the
utility's transmission and distribution facilities. The reduction shdl be caculated by
comparing the customer's monthly use of energy attributable to new on-Site generation

to the customer's average monthly use of energy delivered through the utility's facilities



PUBLIC UTILITY COMMISSION OF TEXAS PAGE 48 OF 55
SUBSTANTIVE RULES. CHAPTER 25. ELECTRIC.

()

for the 12-month period immediately preceding the date on which the customer
commenced taking energy from the new on-dte generation.

) Multiple on-site power production facilities. A retall customer may designate any
number of on-gte power production facilitieslocated on asingle Ste as digible
generation under subsection (¢)(2)(B) of this section aslong as the sum of rated
capacities of such facilities does not exceed ten megawatts.

(6) Reporting requirements. Persons owning or operating new on-Ste generation or
eligible on-gte generation shall submit the information required by §25.105 of thistitle
(relating to Registration and Reporting by Power Marketers, Exempt Wholesde
Generators, and Qualifying Facilities). Those persons shdl aso comply with
procedures and reporting requirements described in the transmission and distribution
utility's tariffs related to the assgnment and collection of the CTC from digible and new
on-gte generation and any other commission rule or regulation related to the

implementation of this section.

Collection and rate design of CTC charges. These charges shall be billed to a customer's
retall dectric provider. The CTC shdl recover the amount of stranded costs as defined in
PURA, Chapter 39, Subchapter F that are reasonably projected to exist on the last day of the
freeze period. Utilities may consolidate existing rate classes into the minimum number of classes
needed to sufficiently recognize differences in usage of the underlying generation assets.

Customers shd| be classified into no fewer than the following classes: Residentid, Commercid,
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Firm Indugtrid, Non-firm, Standby and Maintenance. No customer classes shdl be materidly

disadvantaged by class consolidation.

§25.346. Separation of Electric Utility Metering and Billing Service Costs and Activities.

@

(b)

(©

(d)

Purpose. The purpose of this section isto identify and separate eectric utility metering and

billing service activities and costs for the purposes of unbundling.

Application. This section shal gpply to dectric utilities as defined in Public Utility Regulatory
Act (PURA) §831.002. This section shdl not apply to an eectric utility under PURA

§39.102(c).

Separ ation of transmission and distribution utility billing system service costs.

1) Transmisson and digribution billing sysem services shdl include cogs rdated to the
billing services described in 825.341(24) of thistitle (relating to Definitions).

2 Charges for transmission and distribution services shdl not include any additiond capital
costs, operation and maintenance expenses, and any other expenses associated with

billing services as prescribed by PURA 839.107(€).

Separation of transmission and distribution utility billing system service activities.
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C)

(®

D Transmisson and distribution utility billing system services as described in 825.341(24)
of thistitle shal be provided by the transmission and didtribution utility.

2 The transmisson and digtribution utility may provide additiond retail billing services
pursuant to PURA §39.107(e).

3 All additiond hilling services shal be provided on an unbundled discretionary basis
pursuant to a commission-approved embedded cost-based tariff.

4 The transmission and digtribution utility may not directly bill an end-use retail customer
for services that the transmisson and distribution utility provides except when the billing
isincidenta to providing retal billing services a the request of aretall dectric provider

pursuant to PURA §39.107(e).

Uncaollectibles and Customer Deposits.

1) Theretail ectric provider isresponsble for retail customer uncollectibles and deposits.

2 For the purposes of functional cost separation in §25.344 of thistitle (relating to Cost
Separation Proceedings), retail customer uncollectibles and deposits shdl be assgned to

the competitive energy services function, as defined in §25.344(g)(2)(H) of thistitle.

Separation of transmission and distribution utility metering system service costs.
Transmisson and didribution utility metering system services shdl include cogts rdated to the

metering services described in 825.341(26) of thistitle.
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(9 Separ ation of transmission and distribution utility metering system service activities.

D

)

M etering services beforethe introduction of customer choice.

(A)  Affected utilities shal continue to provide metering services pursuant to
commisson rules and reguléions.

(B)  Anaffected utility shal charge the end-use customer the incremental cost for the
replacement of an end-use customer's meter with an advanced meter provided
by the customer's utility.

Metering serviceson and after theintroduction of customer choice until

metering services become competitive. On the introduction of customer choicein a

service area, metering services as described by §25.341(26) of thistitle for the area

shdl continue to be provided by the transmisson and didtribution utility affiliate of the
electric utility that was serving the area before the introduction of customer choice.

(A) Standard meter.

(0] The standard meter shdl be owned, ingtalled, and maintained by the
transmission and distribution utility except as prescribed by PURA
§39.107(a) and PURA §39.107(b).

(i) If the retail electric provider requests the replacement of the standard
meter with an advanced meter, the transmisson and ditribution utility
ghdl charge the retail dectric provider the incremental cost for the
replacement of the standard meter with an advanced meter provided by

the transmission and digtribution utility.
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(B)

(©)

(D)

(i)

)

Without authorization from the retail dectric provider, the transmisson
and digtribution utility's use of advanced meter data shall be limited to
that energy usage information necessary for the calculation of
transmission and distribution charges in accordance with that end-use
customer's transmission and distribution rate schedule.

Nothing in this section shdl preclude the continued use of metersin

srvice a the effective date of this section.

Meter reading. Nothing in this section precludes the retail eectric provider

from accessing the transmission and didtribution utility's standard meter for the

purposes of reading the end-use customer's meter in addition to the transmission

and distribution utility.

End-use customer meters. Nothing in this section precludes the end-use

customer or the retail dectric provider from owning, ingaling, and maintaining

metering equipment on the customer-premise side of the standard meter.

Advanced metering services.

0]

The transmission and digtribution utility shal not provide any advanced
metering equipment or service that is deemed a competitive energy
service under §25.343 of thistitle (relating to Competitive Energy
Searvices).

All advanced metering services and related cogts shdl be borne by the

retall eectric provider.
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(i)

)

v)

(i)

Without authorization from the retall eectric provider, the transmisson
and digtribution utility shal not use any advanced metering data except
as prescribed by subparagraph (A)(iii) of this paragraph.

Any inddlation of metering equipment on the transmisson and
digribution utility's meter or on the transmisson and digtribution utility's
gde of the meter must be performed by transmission and distribution
personnd or by contractors working for the transmisson and
digribution utility and under its supervison.

For services relaing to clause (iv) of this subparagraph, the transmisson
and digtribution utility's charges to the retall dectric provider for the
indalation and removal of any advanced metering equipment shal be
reasonable and non-discriminatory and made pursuant to a commission-
approved embedded cost based tariff.

Any metering equipment shal meet dl current industry safety standards
and performance codes consstent with §25.121 of thistitle (relating to

Meter Requirements).

(h Competitive energy services.

1) Nothing in this section is intended to affect the provison of competitive energy services,

including those which require access to the customer's meter.
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0]

(20  Anaffected utility shal not provide any service thet is deemed a competitive energy

service under §25.341(6) of thistitle.

Electronic data inter change.

1) Standards. All transmisson and digtribution utilities, retail eectric providers, power
generaion companies, power marketers, and electric utilities shal transmit dataiin
accordance with standards and procedures adopted by the commission.

2 Settlement. All transmissionand distribution utilities, retail eectric providers, power
generation companies, power marketers, and dectric utilities shdl abide by the
Settlement procedures adopted by the commission.

3 Costs. Transmisson and digtribution utilities shal be alowed to recover such costs as

prudently incurred in abiding by this subsection.
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