Senate

General Assembly File No. 190
Substitute Senate Bill No. 1328

January Session, 2007

Senate, March 29, 2007

The Committee on Energy and Technology reported through
SEN. FONFARA, J. of the 1st Dist, Chairperson of the
Committee on the part of the Senate, that the substitute bill
ought to pass.

AN ACT CONCERNING THE DEPARTMENT OF PUBLIC UTILITY
CONTROL.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

—_

Section 1. Subsection (a) of section 16-47 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

W N

(@) As used in this section [,] and section 2 of this act, (1) "holding

company"' means any corporation, association, partnership, trust or
similar organization, or person which, either alone or in conjunction
and pursuant to an arrangement or understanding with one or more

other corporations, associations, partnerships, trusts or similar

O 00 N3 & G =

organizations, or persons, directly or indirectly, controls a gas, electric,
10  electric distribution, water, telephone or community antenna television
11 company, [. As used in this section,] and (2) "control" means the
12 possession of the power to direct or cause the direction of the

13  management and policies of a gas, electric, electric distribution, water,
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telephone or community antenna television company or a holding
company, whether through the ownership of its voting securities, the
ability to effect a change in the composition of its board of directors or
otherwise, provided, control shall not be deemed to arise solely from a
revocable proxy or consent given to a person in response to a public
proxy or consent solicitation made pursuant to and in accordance with
the applicable rules and regulations of the Securities Exchange Act of
1934 unless a participant in said solicitation has announced an
intention to effect a merger or consolidation with, reorganization, or
other business combination or extraordinary transaction involving the
gas, electric, electric distribution, water, telephone or community
antenna television company or the holding company. Control shall be
presumed to exist if a person directly or indirectly owns ten per cent or
more of the voting securities of a gas, electric, electric distribution,
water, telephone or community antenna television company or a
holding company, provided the department may determine, after
conducting a hearing, that said presumption of control has been
rebutted by a showing that such ownership does not in fact confer

control.

Sec. 2. (NEW) (Effective from passage) (a) As used in this section,
"affiliate" means a person, as defined in section 16-1 of the general
statutes, as amended by this act, or class of persons that, with a gas
company, as defined in section 16-1 of the general statutes, as amended
by this act, is under the control of the same holding company, or a
person or class of persons that the Department of Public Utility
Control determines to stand in such relation to a gas company that
there is liable to be an absence of arm's length bargaining in
transactions between them as to make it necessary to protect

ratepayers.

(b) The Department of Public Utility Control shall establish a code
of conduct that sets minimum standards for gas company transactions
with affiliates to achieve, at a minimum, the following goals:

(1) Provide rules for when the purchases or sales of goods or
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services between a gas company and an affiliate should be by written
contract based on such factors as the nature, value and term of the
purchase or sale;

(2) Provide rules with respect to sharing or giving access to certain
types of customer identifying or commercially sensitive information to

affiliates that may differ between regulated and unregulated affiliates;

(3) Provide for a system of records and reporting for transactions
between a gas company and its affiliates;

(4) Establish standards to ensure that any payment by a gas
company to any affiliate or from any affiliate to a gas company is
appropriate and reasonable;

(5) Provide a standard for avoidance of conflict of interest between a

gas company and affiliates;

(6) Ensure that any such transactions shall not have an improper
and adverse impact on the costs or revenues of the gas company, on
the rates and charges paid by gas company customers or on the quality

of service provided by the gas company;

(7) Ensure that gas company ratepayers do not subsidize affiliate

operations;

(8) Ensure fair, appropriate and equitable standards for purchases,
sales, leases, asset transfers and cost or profit-sharing transactions or
any type of financing or encumbrance involving a gas company and its
affiliates; and

(9) Ensure that gas supply and distribution services are provided by
a gas company in an appropriate manner to affiliates and nonaffiliates
alike.

(c) In addition to the powers granted to the department in section
16-8c of the general statutes, during a rate proceeding under 16-19 of

the general statutes, as amended by this act, the department may
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summon witnesses from an affiliate with which a gas company has
had direct or indirect transactions, examine the affiliate under oath and
order production, inspection and audit of its books, records or other
information relevant to any transaction that the department has reason
to believe has or will have an adverse impact on the costs and revenues
of the affiliated gas company. Proprietary commercial and proprietary
financial information of an affiliate provided pursuant to this section
shall be confidential and protected by the department, subject to the

provisions of section 1-210 of the general statutes.

(d) Each gas company shall submit to the department records and
such information as the department may require, at intervals
determined by the department and in such form as the department

may order regarding affiliate transactions.

(e) The department may, upon its own motion, investigate a gas
company's compliance with the code of conduct, and any such
investigation shall be a contested case, as defined in section 4-166 of

the general statutes.

(f) The department may make orders to enforce the code of conduct,
including, but not limited to, cease and desist orders and may levy
civil penalties pursuant to section 16-41 of the general statutes against

entities subject to the code of conduct.

(g) The code of conduct shall not prohibit communications
necessary to restore gas company service or to prevent or respond to

emergency conditions.

(h) On or before November 1, 2007, the department shall adopt
regulations, in accordance with the provisions of chapter 54 of the
general statutes, to establish the code of conduct in accordance with
subsection (b) of this section, related accounting and reporting
requirements and procedures for gas company and affiliate

compliance with this section.

(i) Any methodology for the allocation of costs between a gas
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company and other companies under the control of the same holding
company currently approved by, or under current orders issued by,
the Securities and Exchange Commission under the Public Utility
Holding Company Act of 1935 or the Federal Energy Regulatory
Commission under the Public Utility Holding Company Act of 2005,
shall be entitled to a rebuttable presumption of reasonableness.
Charges rendered to a gas company by an affiliate that is a traditional
centralized service company shall be at cost and entitled to a rebuttable

presumption of reasonableness.

Sec. 3. Subsection (h) of section 16-19b of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(h) The Department of Public Utility Control shall continually
monitor and oversee the application of the purchased gas adjustment
clause, the energy adjustment clause, and the transmission rate

adjustment clause. [The] For the energy adjustment and transmission

adjustment clauses, the department shall hold a public hearing thereon

whenever the department deems it necessary or upon application of

the Office of Consumer Counsel, but no less frequently than once

every six months. [, and] For the purchase gas adjustment clause, the

department shall hold a public hearing thereon whenever the

department deems it necessary or upon application of the Office of

Consumer Counsel, but no less frequently than annually. The

department shall undertake such other proceeding thereon to

determine whether charges or credits made under such clauses reflect
the actual prices paid for purchased gas or energy and the actual
transmission costs and are computed in accordance with the applicable
clause. If the department finds that such charges or credits do not
reflect the actual prices paid for purchased gas or energy, and the
actual transmission costs or are not computed in accordance with the
applicable clause, it shall recompute such charges or credits and shall
direct the company to take such action as may be required to insure
that such charges or credits properly reflect the actual prices paid for

purchased gas or energy and the actual transmission costs and are
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computed in accordance with the applicable clause for the applicable

period.

Sec. 4. Subsection (a) of section 16-19 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(@) No public service company may charge rates in excess of those
previously approved by the authority or the Department of Public
Utility Control except that any rate approved by the Public Utilities
Commission or the authority shall be permitted until amended by the
authority or the department, that rates not approved by the authority
or the department may be charged pursuant to subsection (b) of this
section, and that the hearing requirements with respect to adjustment

clauses are as set forth in section 16-19b, as amended by this act. Each

public service company shall file any proposed amendment of its
existing rates with the department in such form and in accordance
with such reasonable regulations as the department may prescribe.
Each electric, electric distribution, gas or telephone company filing a
proposed amendment shall also file with the department an estimate
of the effects of the amendment, for various levels of consumption, on
the household budgets of high and moderate income customers and
customers having household incomes not more than one hundred fifty
per cent of the federal poverty level. Each electric and electric
distribution company shall also file such an estimate for space heating
customers. Each water company, except a water company that
provides water to its customers less than six consecutive months in a
calendar year, filing a proposed amendment, shall also file with the
department a plan for promoting water conservation by customers in
such form and in accordance with a memorandum of understanding
entered into by the department pursuant to section 4-67e. Each public
service company shall notify each customer who would be affected by
the proposed amendment, by mail, at least one week prior to the

public hearing thereon but no earlier than four weeks prior to the start

of the public hearing, that an amendment has been or will be

requested. Such notice shall also indicate (1) [the Department of Public
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Utility Control] the date or dates, time or times and location or

locations of the scheduled public hearing, (2) a statement that

customers may provide comments regarding the proposed rate request

by writing to the Department of Public Utility Control or by appearing

in person at one of the scheduled public hearings, (3) the department's

telephone number for obtaining information concerning the schedule
for public hearings on the proposed amendment, and [(2)] (4) whether
the proposed amendment would, in the company's best estimate,
increase any rate or charge by twenty per cent or more, and, if so,
describe in general terms any such rate or charge and the amount of
the proposed increase, provided no such company shall be required to
provide more than one form of the notice to each class of its customers.
In the case of a proposed amendment to the rates of any public service
company, the department shall hold a public hearing thereon, except
as permitted with respect to interim rate amendments by subsection
(d) and subsection (g) of this section, and shall make such investigation
of such proposed amendment of rates as is necessary to determine
whether such rates conform to the principles and guidelines set forth
in section 16-19e, or are unreasonably discriminatory or more or less
than just, reasonable and adequate, or that the service furnished by
such company is inadequate to or in excess of public necessity and
convenience. The department, if in its opinion such action appears
necessary or suitable in the public interest may, and, upon written
petition or complaint of the state, under direction of the Governor,
shall, make the aforesaid investigation of any such proposed
amendment which does not involve an alteration in rates. If the
department finds any proposed amendment of rates to not conform to
the principles and guidelines set forth in section 16-19e, or to be
unreasonably discriminatory or more or less than just, reasonable and
adequate to enable such company to provide properly for the public
convenience, necessity and welfare, or the service to be inadequate or
excessive, it shall determine and prescribe, as appropriate, an adequate
service to be furnished or just and reasonable maximum rates and
charges to be made by such company. In the case of a proposed

amendment filed by an electric, electric distribution, gas or telephone
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company, the department shall also adjust the estimate filed under this
subsection of the effects of the amendment on the household budgets
of the company's customers, in accordance with the rates and charges
approved by the department. The department shall issue a final
decision on each rate filing within one hundred fifty days from the
proposed effective date thereof, provided it may, before the end of
such period and upon notifying all parties and intervenors to the

proceedings, extend the period by thirty days.

Sec. 5. Section 16-22 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2007):

At any hearing involving a rate or the transfer of ownership of

assets or a franchise of a public service company, or the formation or

change in control of a holding company, as defined in section 16-47, as

amended by this act, that involves a public service company within

this state, the burden of proving that [said] the rate under
consideration is just and reasonable or that [said] the transfer of assets

or franchise or that the change in control or formation of a holding

company is just and reasonable and is in the public interest shall be on

the public service company or the applicant company. The provisions

of this section shall not apply to the regulation of a
telecommunications service which is a competitive service, as defined

in section 16-247a.

Sec. 6. Section 16-6a of the general statutes is repealed and the
following is substituted in lieu thereof (Effective July 1, 2007):

(@) The Department of Public Utility Control and the Office of
Consumer Counsel are authorized to participate in proceedings before
agencies of the federal government and the federal courts on matters

affecting utility services rendered or to be rendered in this state.

[(b) For any proceeding before the Federal Energy Regulatory
Commission, the United States Department of Energy or the United
States Nuclear Regulatory Commission, or appeal thereof, the

Attorney General, upon request of the department, may retain outside
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legal counsel in accordance with section 3-125 to participate in such
proceedings on behalf of the department. All reasonable and proper
expenses of such outside legal counsel shall be borne by the public
service companies, certified telecommunications providers, electric
suppliers or gas registrants that are affected by the decisions of such
proceedings and shall be paid at such times and in such manner as the
department directs, provided such expenses shall be apportioned in
proportion to the revenues of each affected entity as reported to the
department for purposes of section 16-49 for the most recent period,
and provided further such expenses shall not exceed two hundred fifty
thousand dollars per proceeding, including any appeals thereof, in any
calendar year unless the department finds good cause for exceeding
the limit and the affected entities have an opportunity, after reasonable
notice, to comment on the proposed overage. All such legal expenses
shall be recognized by the department as proper business expenses of
the affected entities for rate-making purposes, as provided in section
16-19e, if applicable.

(c) For any proceeding before the Federal Energy Regulatory
Commission, the United States Department of Energy, the United
States Nuclear Regulatory Commission, the Securities and Exchange
Commission, the Federal Trade Commission, the United States
Department of Justice or the Federal Communications Commission, or
appeal thereof, the Attorney General, upon request of the Office of
Consumer Counsel, may retain outside legal counsel in accordance
with section 3-125 to participate in such proceedings on behalf of the
office, provided the work performed on behalf of the office shall not
include lobbying activities, as defined in 2 USC 1602. All reasonable
and proper expenses of such outside legal counsel shall be borne by
the public service companies, certified telecommunications providers,
electric suppliers or gas registrants that are affected by the decisions of
such proceedings and shall be paid at such times and in such manner
as the office directs, provided such expenses shall be apportioned in
proportion to the revenues of each affected entity as reported to the
department for purposes of section 16-49 for the most recent period,

and provided further such expenses shall not exceed two hundred fifty

sSB1328/ File No. 190 9
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thousand dollars, including any appeals thereof, in any calendar year.
The Department of Public Utility Control shall recognize all such legal
expenses as proper business expenses of the affected entities for rate-

making purposes, as provided in section 16-19e, if applicable.]

(b) For any proceeding before the Federal Energy Regulatory

Commission, the United States Department of Energy, the United

States Nuclear Regulatory Commission, the United States Securities

and Exchange Commission, the Federal Trade Commission, the United

States Department of Justice or the Federal Communications

Commission, the Department of Public Utility Control and the Office

of Consumer Counsel may retain consultants to assist their respective

staffs in such proceedings by providing expertise in areas in which

staff expertise does not currently exist or when necessary to

supplement staff expertise. All reasonable and proper expenses of such

expert consultants shall be borne by the public service companies,

certified telecommunications providers, electric suppliers or gas

registrants that are affected by the decisions of such proceedings and

shall be paid at such times and in such manner as the department

directs, provided such expenses (1) shall be apportioned in proportion

to the revenues of each affected entity as reported to the department

for purposes of section 16-49 for the most recent period, and (2) shall

not exceed two hundred fifty thousand dollars per proceeding,

including any appeals thereof, in any calendar vear unless the

department finds good cause for exceeding the limit. All such expenses

shall be recognized by the department as proper business expenses of

the affected entities for rate-making purposes pursuant to section 16-

19e, if applicable.

Sec. 7. Subsection (c) of section 16-262j of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(c) Each public service company, certified telecommunications
provider and electric supplier shall pay interest on any security

deposit it receives from a customer at the average rate paid, as of

sSB1328/ File No. 190 10
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December 30, 1992, on savings deposits by insured commercial banks
as published in the Federal Reserve Board bulletin and rounded to the
nearest one-tenth of one percentage point, except in no event shall the
rate be less than one and one-half per cent. On and after January 1,
1994, the rate for each calendar year shall be not less than the deposit
index as determined by the Banking Commissioner and, as defined in

subsection (d) of this section, for that year and rounded to the nearest
one-tenth of one percentage point, except in no event shall the rate be

less than one and one-half per cent.

Sec. 8. Subsection (c) of section 16-8a of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(c) (1) Not more than [thirty] ninety business days after receipt of a
written complaint, in a form prescribed by the department, by an
employee alleging the employee's employer has retaliated against an
employee in violation of subsection (a) of this section, the department

shall make a preliminary finding in accordance with this subsection.

(2) Not more than five business days after receiving a written
complaint, in a form prescribed by the department, the department
shall notify the employer by certified mail. Such notification shall
include a description of the nature of the charges and the substance of
any relevant supporting evidence. The employer may submit a written
response and both the employer and the employee may present
rebuttal statements in the form of affidavits from witnesses and
supporting documents and may meet with the department informally
to respond verbally about the nature of the employee's charges. The
department shall consider in making its preliminary finding as
provided in subdivision (3) of this subsection any such written and
verbal responses, including affidavits and supporting documents,
received by the department not more than twenty business days after
the employer receives such notice. Any such response received after
twenty business days shall be considered by the department only upon

a showing of good cause and at the discretion of the department. The

sSB1328/ File No. 190 11
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department shall make its preliminary finding as provided in
subdivision (3) of this subsection based on information described in

this subdivision, without a public hearing.

(3) Unless the department finds by clear and convincing evidence
that the adverse employment action was taken for a reason
unconnected with the employee's report of substantial misfeasance,
malfeasance or nonfeasance, there shall be a rebuttable presumption
that an employee was retaliated against in violation of subsection (a) of
this section if the department finds that: (A) The employee had
reported substantial misfeasance, malfeasance or nonfeasance in the
management of the public service company, holding company or
licensee; (B) the employee was subsequently discharged, suspended,
demoted or otherwise penalized by having the employee's status of
employment changed by the employee's employer; and (C) the
subsequent discharge, suspension, demotion or other penalty followed

the employee's report closely in time.

(4) If such findings are made, the department shall issue an order
requiring the employer to immediately return the employee to the
employee's previous position of employment or an equivalent position
pending the completion of the department's full investigatory

proceeding pursuant to subsection (d) of this section.

Sec. 9. Subdivision (1) of subsection (b) of section 16-262c of the
general statutes is repealed and the following is substituted in lieu

thereof (Effective from passage):

(b) (1) From November first to April fifteenth, inclusive, no electric
or electric distribution company, as defined in section 16-1, as

amended by this act, no electric supplier and no municipal utility

furnishing electricity shall terminate, deny or refuse to reinstate
residential electric service in hardship cases where the customer lacks
the financial resources to pay his or her entire account. From
November first to April fifteenth, inclusive, no gas company and no
municipal utility furnishing gas shall terminate or refuse to reinstate

residential gas service in hardship cases where the customer uses such

sSB1328/ File No. 190 12
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gas for heat and lacks the financial resources to pay his or her entire
account, except a gas company that, between April sixteenth and
October thirty-first, terminated gas service to a residential customer
who uses gas for heat and who, during the previous period of
November first to April fifteenth, had gas service maintained because
of hardship status, may refuse to reinstate the gas service from
November first to April fifteenth, inclusive, only if the customer has
failed to pay, since the preceding November first, the lesser of: (A)
Twenty per cent of the outstanding principal balance owed the gas
company as of the date of termination, (B) one hundred dollars, or (C)
the minimum payments due under the customer's amortization
agreement. Notwithstanding any other provision of the general
statutes to the contrary, no electric, electric distribution or gas
company, no electric supplier and no municipal utility furnishing
electricity or gas shall terminate or refuse to reinstate residential
electric or gas service where the customer lacks the financial resources
to pay his or her entire account and for which customer or a member
of the customer's household the termination or failure to reinstate such

service would create a life-threatening situation.

Sec. 10. Subdivision (30) of subsection (a) of section 16-1 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage):

(30) "Electric supplier" means any person [, including an electric
aggregator] or participating municipal electric utility that is licensed
by the Department of Public Utility Control in accordance with section

16-245, as amended by this act, [that] and provides electric generation

services to end use customers in the state using the transmission or
distribution facilities of an electric distribution company, regardless of
whether or not such person takes title to such generation services, but
does not include: (A) A municipal electric utility established under
chapter 101, other than a participating municipal electric utility; (B) a
municipal electric energy cooperative established under chapter 101a;
(C) an electric cooperative established under chapter 597; (D) any other

electric utility owned, leased, maintained, operated, managed or

sSB1328/ File No. 190 13
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controlled by any unit of local government under any general statute
or special act; or (E) an electric distribution company in its provision of
electric generation services in accordance with subsection (a) or, prior
to January 1, 2004, subsection (c) of section 16-244c.

Sec. 11. Subdivision (31) of subsection (a) of section 16-1 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage):

(31) "Electric aggregator" means [(A) a person, municipality or
regional water authority that] any person, municipality, regional water

authority or the Connecticut Resource Recovery Authority, if such

entity gathers together electric customers for the purpose of
negotiating the purchase of electric generation services from an electric
supplier, [or (B) the Connecticut Resources Recovery Authority, if it
gathers together electric customers for the purpose of negotiating the
purchase of electric generation services from an electric supplier,]
provided such [person, municipality or authority] entity is not
engaged in the purchase or resale of electric generation services, and
provided further such customers contract for electric generation
services directly with an electric supplier, and may include an electric
cooperative established pursuant to chapter 597.

Sec. 12. Subsection (a) of section 16-1 of the general statutes is

amended by adding subdivision (46) as follows (Effective from passage):

(NEW) (46) "Electric broker" means any person, municipality,
regional water authority or the Connecticut Resources Recovery
Authority, if such entity arranges or acts as an agent, negotiator or
intermediary in the sale or purchase of electric generation services
between any end use customer in the state and any electric supplier,
but does not take title to any of the generation services sold, provided
(A) such entity is not engaged in the purchase and resale of electric
generation services, and (B) such customer contracts for electric
generation services directly with an electric supplier, and may include
an electric cooperative established pursuant to chapter 597.

sSB1328/ File No. 190 14
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Sec. 13. Subsection () of section 16-245 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(1) (1) An electric aggregator or electric broker shall not be subject to

the provisions of subsections (a) to (k), inclusive, of this section.

(2) No electric aggregator or electric broker shall arrange or

negotiate a contract for the purchase of electric generation services

from an electric supplier unless such aggregator or electric broker has

[(A)] obtained a certificate of registration from the Department of
Public Utility Control in accordance with this subsection. [, or (B) in the
case of a municipality, regional water authority and the Connecticut
Resources Recovery Authority, registered in accordance with section
16-245b.] An electric aggregator that was licensed pursuant to this
section prior to July 1, 2003, shall receive a certificate of registration on

July 1, 2003. An entity that has been issued an electric supplier license

by the Department of Public Utility Control pursuant to subsections (a)

to (k), inclusive, of this section may act as an electric ageregator or

electric broker without having to obtain a certificate of registration in

accordance with this subsection.

(3) An application for a certificate of registration shall be filed with
the department, accompanied by a fee as determined by the
department. The application shall contain such information as the
department may deem relevant, including, but not limited to, the
following: (A) The address of the applicant's headquarters and the
articles of incorporation, if applicable, as filed with the state in which
the applicant is incorporated; (B) the address of the applicant's
principal office in the state, if any, or the address of the applicant's
agent for service in the state; (C) the toll-free or in-state telephone
number of the applicant; (D) information about the applicant's
corporate structure, if applicable, including [financial names and

financial statements, as relevant, concerning] names and background

information of corporate affiliates; (E) disclosure of whether the

applicant or any of the applicant's corporate affiliates or officers, if

sSB1328/ File No. 190 15
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applicable, have been or are currently under investigation for violation
of any consumer protection law or regulation to which it is subject,
either in this state or in another state. Each registered electric

aggregator or electric broker shall update the information contained in

this subdivision as necessary.

(4) Not more than thirty days after receiving an application for a
certificate of registration, the department shall notify the applicant
whether the application is complete or whether the applicant must
submit additional information. The department shall grant or deny the
application for a certificate of registration not more than ninety days
after receiving all information required of an applicant. The
department shall hold a public hearing on an application upon the

request of any interested party.

(5) As a condition for maintaining a certificate of registration, the

registered electric aggregator or electric broker shall ensure that, where

applicable, it complies with the National Labor Relations Act and
regulations, if applicable, and it complies with the Connecticut Unfair
Trade Practices Act and applicable regulations.

(6) Any registered electric aggregator or electric broker that fails to

comply with a registration condition or violates any provision of this
section shall be subject to civil penalties by the Department of Public
Utility Control in accordance with the procedures contained in section
16-41, or the suspension or revocation of such registration, or a
prohibition on accepting new customers following a hearing that is
conducted as a contested case in accordance with the provisions of
chapter 54.

Sec. 14. Section 16-245b of the general statutes is repealed and the
following is substituted in lieu thereof (Effective from passage):

Notwithstanding the provisions of subsection (a) of section 16-245,
the provisions of said section shall not apply to (1) any municipality or
regional water authority that aggregates or brokers the sale of electric

generation services, or to the Connecticut Resources Recovery
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Authority if such authority aggregates or brokers the sale of electric
generation services, for end use customers located within the
boundaries of such municipality or regional water authority, (2) any
municipality that joins together with other municipalities to aggregate
or broker the sale of electric generation services for end use customers
located within the boundaries of such municipalities, or (3) any
municipality or regional water authority that aggregates or brokers the
purchase of electric generation services for municipal facilities, street
lighting, boards of education and other publicly-owned facilities
within (A) the municipality for which the municipality is financially
responsible, or (B) the municipalities that are within the authorized
service area of the regional water authority. Any municipality or
regional water authority that aggregates or brokers in accordance with
this section shall register not less than annually with the Department

of Public Utility Control on a form prescribed by the department.

Sec. 15. Subsection (b) of section 16-245p of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(b) The Department of Public Utility Control shall maintain and
make available to customers upon request, a list of electric aggregators

and electric brokers and the following information about each electric

supplier and each electric distribution company providing standard
service or back-up electric generation service, pursuant to section 16-
244c: (1) Rates and charges; (2) applicable terms and conditions of a
contract for electric generation services; (3) the percentage of the total
electric output derived from each of the categories of energy sources
provided in subsection (e) of section 16-244d, the total emission rates
of nitrogen oxides, sulfur oxides, carbon dioxide, carbon monoxide,
particulates, heavy metals and other wastes the disposal of which is
regulated under state or federal law at the facilities operated by or
under long-term contract to the electric supplier or providing electric
generation services to an electric distribution company providing
standard service or back-up electric generation service, pursuant to

section 16-244c, and the analysis of the environmental characteristics of
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each such category of energy source prepared pursuant to subsection
(e) of [said] section 16-244d and to the extent such information is
unknown, the estimated percentage of the total electric output for
which such information is unknown, along with the word "unknown"
for that percentage; (4) a record of customer complaints and the
disposition of each complaint; and (5) any other information the
department determines will assist customers in making informed
decisions when choosing an electric supplier. The department shall
make available to customers the information filed pursuant to
subsection (a) of this section not later than thirty days after its receipt.
The department shall put such information in a standard format so
that a customer can readily understand and compare the services

provided by each electric supplier.

Sec. 16. Subdivision (19) of subsection (a) of section 22a-266 of the
general statutes is repealed and the following is substituted in lieu
thereof (Effective from passage):

(19) Act as an electric supplier, [or] an electric aggregator or an

electric broker pursuant to public act 98-28* provided any net revenue

to the authority from activities, contracts, products or processes
undertaken pursuant to this subdivision, after payment of principal
and interest on bonds and repayment of any loans or notes of the
authority, shall be distributed so as to reduce the costs of other
authority services to the users thereof on a pro rata basis proportionate
to costs paid by such users. In acting as an electric supplier, [or an]

electric aggregator or electric broker pursuant to any license granted

by the Department of Public Utility Control, the authority may enter
into contracts for the purchase and sale of electricity and electric
generation services, provided such contracts are solely for the
purposes of ensuring the provision of safe and reliable electric service
and protecting the position of the authority with respect to capacity
and price.

Sec. 17. Subsection (c) of section 7-148ee of the general statutes is

repealed and the following is substituted in lieu thereof (Effective from
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passage):

(c) No corporation established pursuant to subsection (a) of this
section shall engage in the manufacture, distribution, purchase or sale,
or any combination thereof, of electricity, gas or water outside the
service area of such municipal electric or gas utility or within its
service area if it encroaches upon the service area or franchise area of
another water or gas utility. Nothing in this section shall be construed
to permit any municipal electric utility to engage in the sale, [or]
aggregation or brokering of electric generation services other than

pursuant to section 16-245, as amended by this act.

Sec. 18. Subsection (b) of section 33-219 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective from

passage):

(b) Notwithstanding the provisions of subsection (a) of this section,
cooperative, nonprofit, membership corporations may be organized
under this chapter for the purpose of generating electric energy by
means of cogeneration technology, renewable energy resources or both
and supplying it to any member or supplying it to, purchasing it from
or exchanging it with a public service company, electric supplier, [as
defined in section 16-1,] municipal aggregator, [as defined in said

section] electric broker, municipal utility or municipal electric energy

cooperative, all as defined in section 16-1, as amended by this act, in

accordance with an agreement with the company, electric supplier,

electric aggregator, electric broker, municipal utility or cooperative. No
membership corporation under this subsection may exercise those
powers contained in subsection (i) or (j) of section 33-221 unless the
prior approval of the Department of Public Utility Control is obtained,
after opportunity for hearing in accordance with title 16 and chapter
54. Any cooperative organized on or after July 1, 1998, pursuant to this
subsection shall collect from its members the competitive transition
assessment levied pursuant to section 16-245g and the systems benefits
charge levied pursuant to section 16-245/ in such manner and at such

rate as the Department of Public Utility Control prescribes, provided
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the department shall order the collection of said assessment and said
charge in a manner and rate equal to that to which the members of the
cooperative would have been subject had the cooperative not been

organized.

Sec. 19. Section 16-247p of the general statutes is repealed and the

following is substituted in lieu thereof (Effective from passage):

(a) Not later than April 1, 2000, the Department of Public Utility
Control shall, by regulations adopted pursuant to chapter 54, establish
quality-of-service standards that shall apply to all telephone
companies and certified telecommunications providers and to all
telecommunications services. Such standards shall include, but not be
limited to, measures relating to customer trouble reports, service
outages, installation appointments and repeat problems as well as
timeliness in responding to complaints or reports. The department
shall include with the quality of service standards methodologies for
monitoring compliance with and enforcement of such standards. Such
monitoring shall include input from employees of telephone
companies and certified telecommunications providers, including

members of collective bargaining units.

(b) [Not later than April 1, 2000, the] The department shall, [by

regulations adopted pursuant to chapter 54] through administrative

proceedings, establish comprehensive performance standards and
performance based reporting requirements for functions provided by a
telephone company to a certified telecommunications provider,
including, but not limited to, telephone company performance relating
to customer ordering, preordering, provisioning, billing, maintenance
and repair. Such service standards shall be sufficiently comprehensive
to ensure that a telephone company meets its obligations under 47
USC 251. Such [regulations] standards may also contain provisions the
department deems necessary to prevent anticompetitive actions by any

telephone company or certified telecommunications provider.

(c) Notwithstanding subsection (b) of this section, the department

shall not adopt performance standards and performance-based
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640 reporting requirements pursuant to subsection (b) of this section if a

641 telephone company offers performance standards and measures to

642 competitive local exchange carriers who obtain services pursuant to 47

643  USC 251.
This act shall take effect as follows and shall amend the following
sections:
Section 1 from passage 16-47(a)
Sec. 2 from passage New section
Sec. 3 from passage 16-19b(h)
Sec. 4 from passage 16-19(a)
Sec. 5 October 1, 2007 16-22
Sec. 6 July 1, 2007 16-6a
Sec. 7 from passage 16-262j(c)
Sec. 8 from passage 16-8a(c)
Sec. 9 from passage 16-262¢(b)(1)
Sec. 10 from passage 16-1(a)(30)
Sec. 11 from passage 16-1(a)(31)
Sec. 12 from passage 16-1(a)
Sec. 13 from passage 16-245(1)
Sec. 14 from passage 16-245b
Sec. 15 from passage 16-245p(b)
Sec. 16 from passage 22a-266(a)(19)
Sec. 17 from passage 7-148ee(c)
Sec. 18 from passage 33-219(b)
Sec. 19 from passage 16-247p
ET Joint Favorable Subst.
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either chamber thereof for any purpose:

—
OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY 08 $ FY 09 $
Public Utility Control, Dept.; CC&PUCEF - See See Below See Below
Consumer Counsel; Various State | Below
Agencies

Note: CC&PUCF=Consumer Counsel and Public Utility Control Fund

Municipal Impact:

Municipalities Effect FY 08 $ FY09$
Various Municipalities See Below See Below See Below
Explanation

This bill allows the Department of Public Utility Control (DPUC) to
impose civil penalties, of up to $10,000 for each violation of the newly
created gas company transaction code of conduct. The amount of

penalties that would be collected is not known at this time.

The bill also expands the ability of DPUC and the Office of
Consumer Counsel to retain consultants and pass the cost onto the
affected utility. Since these costs could affect the rates these utilities
ultimately charge, there could be an impact on the state and
municipalities as ratepayers, the extent of which is unknown at this

time.

The Out Years

The annualized ongoing fiscal impact identified above would
continue into the future subject to the number of violations and rate of

retention of consultants.
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OLR Bill Analysis
sSB 1328

AN ACT CONCERNING THE DEPARTMENT OF PUBLIC UTILITY
CONTROL.

SUMMARY:
This bill requires the Department of Public Utility Control (DPUC)

to establish a code of conduct setting standards for transactions
between gas companies and their affiliates. It gives DPUC various
investigative powers regarding affiliates and their transactions with
gas companies. It allows DPUC to issue enforcement orders against
entities subject to the code, including cease and desist orders, and
impose civil penalties of up to $10,000 per violation of the code. DPUC
must adopt regulations by November 1, 2007 establishing the code and
related accounting and reporting requirements and procedures.

The bill requires electric brokers to register with DPUC. “Electric
brokers” are entities that arrange for the sale or purchase of power but
do not take title to the power. The bill requires DPUC to maintain a
publicly available list of brokers and makes related changes.

By law, the formation or change in control of utility holding
companies is subject to DPUC approval. The bill places the burden of
proving that these actions are just, reasonable, and in the public
interest on the applicant company when they involve Connecticut
utilities.

The bill expands the ability of DPUC and the Office of Consumer
Counsel (OCC) to retain consultants to help in proceedings before
federal agencies. By law, the affected utility or other DPUC-regulated
company bears the costs of the consultants.

The bill also:
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1. expands the scope of the winter utility shut-off moratorium law;
2. expands public notice requirements for proposed rate changes;

3. modifies hearing requirements for several rate adjustment

mechanisms;

4. requires the banking commissioner to set the minimum interest
rate to be paid on the security deposits paid to utilities,
competitive telecommunications companies, and competitive

electric suppliers; and

5. gives DPUC 90, rather than 30, business days to issue a
preliminary finding after receiving a complaint of retaliation
against an employee for making a whistle-blowing complaint

about a utility or a related company.

The bill also requires DPUC to establish, by administrative
proceedings rather than regulations, performance standards and
reporting requirements for telephone companies providing certain
wholesale services to the companies with whom they compete. But it
prohibits DPUC from adopting the standards and reporting
requirements if the telephone company offers performance standards
and measures to their competitors who obtain services under federal

law.

EFFECTIVE DATE: Upon passage, except that the holding
company provisions are effective October 1, 2007 and the consultant

provisions are effective July 1, 2007

CODE OF CONDUCT
Under the bill, DPUC must establish a code of conduct setting

standards for gas company transactions with its affiliates to achieve
specified goals. The bill defines “gas company affiliate” as an entity or
class of entities that (1) is under the control of a gas company holding
company or (2) DPUC determines to have a less than arm's length

relationship with a gas company that makes it necessary to protect gas
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company ratepayers. By law, “holding company” is an entity that by
itself or with others controls a utility. Control means to (1) be able to
direct the management of the utility or another holding company
through its ownership of shares or to (2) have the ability to change the
utility’s or holding company’s board of directors. Under the law, a
holding company is presumed to have control of a utility or another
holding company if the holding company owns 10% or more of the

utility or holding company’s voting shares.
The code must ensure that:

1. such transactions do not have an improper and adverse impact
on the company’s costs or revenue, the rates and charges its

customers pay, or the company's quality of service;
2. ratepayers do not subsidize affiliate operations;

3. there are fair, appropriate, and equitable standards for
purchases, sales, leases, asset transfers, and cost or profit-
sharing transactions, or any type of financing or encumbrance

involving a company and its affiliates; and

4. the company provides supply and distribution services in an

appropriate manner to both affiliates and nonaffiliates.

The code must provide rules (1) requiring appropriate types of
written contracts such as contracts at cost or at market prices for
purchases and sales of goods and services between the company and
its affiliates, and (2) limiting or prohibiting a company from sharing or
giving affiliates access to commercially sensitive information or

information that identifies customers. In addition, the code must:

1. provide for record keeping and reporting for transactions

between the company and its affiliates,

2. establish standards to ensure that any payment between a

company and its affiliate is appropriate and reasonable, and
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3. provide a standard for avoiding conflicts of interest between the

company and its affiliates.

The code cannot prohibit communications needed to restore gas

service or prevent or respond to emergencies.

INVESTIGATORY POWERS REGARDING GAS COMPANY
AFFILIATES

The bill allows DPUC to:

1. summon witnesses from an affiliate with which a gas company
has had direct or indirect transactions;

2. examine the affiliate under oath; and

3. order production, inspection, and audit of its books, records, or

any type of information.

DPUC may, on its own motion or in response to a petition by an
interested person, investigate a gas company’s compliance with the
code. DPUC must conduct these investigations as a contested case, a

quasi-judicial proceeding.

Each gas company must submit to DPUC records and information
on affiliate transactions as DPUC requires, at intervals it requires, and
in the form it specifies. Affiliates having relations, transactions, or
dealings with a company must file information about them with DPUC

in a form it specifies.

ELECTRIC BROKERS

The bill gives DPUC jurisdiction over electric brokers. It defines a
broker as a person, municipality, regional water authority, or the
Connecticut Resources Recovery Authority (CRRA), if the authority
arranges or acts as an agent, negotiator, or intermediary in buying or
selling electric power between an end use customer and any electric
supplier, but does not take title to any of the power sold. To be
considered a broker, (1) the entity cannot be engaged in the actual

purchase and resale of power and (2) the customer must contract for
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power directly with an electric supplier or the Connecticut Municipal
Electric Energy Cooperative. The registration requirement does not
apply to municipalities, regional water authorities, or CRRA acting as
a broker under certain conditions, such as brokering power sales for
customers in their boundaries.

The bill requires brokers to register with DPUC and meet the same
conditions as electric aggregators (entities that group customers
together to make them more attractive to suppliers). Among other
things, an applicant for registration must provide DPUC with
information on its corporate structure and disclose whether it or its
affiliates or officers have been or are under investigation for violations
of consumer protection laws. It requires brokers to comply with the
Connecticut Unfair Trade Practices Act and the National Labor
Relations Act as a condition of maintaining registration, as is currently
the case for aggregators. It subjects brokers that fail to comply with
registration conditions or violate applicable laws to civil penalties,
registration suspension or revocation, or prohibition on accepting new

customers, as is currently the case for aggregators.

By law, a registration application for electric aggregators must
contain information about the applicant’s corporate structure. The bill
requires that this information include the names and background
information regarding corporate affiliates, rather than financial names

and statements of these affiliates for both aggregators and brokers.

The bill allows a DPUC-licensed electric supplier to act as a broker

or aggregator without registering as one.

HOLDING COMPANIES
Under the bill, when DPUC holds a hearing involving the formation

or change of control of a utility holding company that involves a
Connecticut utility, the applicant company or utility has the burden of
proving that the action is just and reasonable and in the public interest.
By law, a utility already has the burden of proving that (1) a proposed

rate change is just and reasonable and (2) a transfer of ownership of
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assets or a utility’s franchise is in the public interest. The bill (1)
extends the just and reasonable standard to transfers of assets and
franchises and (2) extends the burden of proof to the applicant
company, if it is not a utility.

By law, DPUC can set terms and conditions it considers necessary
when it approves (1) one utility gaining control over another utility, (2)
the formation of a utility holding company, and (3) a change in control
of a utility holding company on terms DPUC considers necessary or
appropriate. The bill specifically allows DPUC to condition such
approvals on orders that require a rate reduction or sharing of merger-

related savings between ratepayers and shareholders.

CONSULTANTS

Under current law, the attorney general, at the request of DPUC or
OCC, can retain outside legal counsel to participate in proceedings
before several federal agencies or in appeals of these proceedings. Both
agencies can seek assistance for proceedings before the U.S.
Department of Energy, Federal Energy Regulatory Commission, and
Nuclear Regulatory commission. OCC can also seek assistance
proceeding before the Securities and Exchange Commission, Federal
Trade Commission, U.S. Department of Justice, or Federal
Communications Commission.

The bill instead allows the agencies to directly retain any type of
consultants in any area where they do not have staff expertise or when
necessary to supplement agency staff. It allows DPUC to retain
consultants to appear before all of the federal agencies as OCC
currently can. It eliminates a prohibition on OCC consultants engaging
in lobbying, as defined by federal law.

Under current law, the expenses of the consultants cannot exceed
$250,000 annually per proceeding, including appeals. In the case of
DPUC consultants, DPUC can exceed this cap for good cause, after
notifying the affected companies of its intent to exceed the limit and

providing an opportunity to comment. The bill extends this provision
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to OCC consultants, based on DPUC’s determination of good cause.

Under current law, the reasonable and proper expenses of the legal
consultants must be borne by the utilities, certified telecommunication
providers, electric suppliers, or gas marketers affected by the
proceedings. The expenses must be allocated among the affected
companies in proportion to each company’s revenue, as reported to
DPUC for purposes of its assessment. The expenses must be paid when
and how DPUC directs. The bill expands these provisions to all types
of consultants.

WINTER MORATORIUM

The law prohibits electric companies, municipal electric utilities,
and electric suppliers from terminating residential service to hardship
customers from November 1 to April 15. The bill additionally
prohibits them from denying service to such customers during this
period. By law, hardship customers include those whose sole source of
income is Social Security or unemployment compensation and
those with a seriously ill household member.

RATE CHANGE NOTICE

By law, utilities must mail their customers notice of a proposed rate
change at least one week before DPUC holds a hearing on the
proposal. The bill requires that this notice be sent no more than four
weeks before the hearing. In addition to the information already
required to be in the notice, the bill requires that the notice include (1)
the date, time, and location of the hearing and (2) a statement that
customers can provide written comments to DPUC on the proposal or
appear at the hearing,.

RATE ADJUSTMENT MECHANISMS

By law, DPUC can adopt mechanisms to adjust electric and gas rates
between rate cases to reflect changes in certain specific costs. Two
mechanisms (the energy adjustment and transmission clauses) adjust
electric rates. The purchased gas adjustment (PGA) clause applies to

gas companies.
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Under current law, DPUC must hold a hearing on each of these
clauses at least once every six months or when it considers a hearing
necessary. The bill additionally requires DPUC to hold a hearing at the
request of the Office of Consumer Counsel. It requires DPUC to hold a
hearing on the PGA at least annually rather than once every six

months.

COMMITTEE ACTION
Energy and Technology Committee

Joint Favorable Substitute
Yea 21 Nay 0 (03/13/2007)
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