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State of Wisconsin
1999 - 2000 LEGISLATURE

AN ACT to repeal and recreate 196.374; and to create 15.107 (17), 16.957,
20.505 (10), 25.17 (1) (xm), 25.96 and 196.378 of the statutes; relating to:
establishing programs for low—income energy assistance, improving energy
tonservation and efficiency markets and encouraging the development and use
of renewable resources, creating a council on utility public benefits,
establishing a utility public benefits fund, requiring electric utilities and retajl
electric cooperatives to charge public benefits fees to customers and members,
imposing requirements on the use of renewable resources by electric utilities
and cooperatives, requiring the exercise of rule-making authority, making

appropriations and providing a penalty.

Analysis by the Legislative Reference Bureau

This is a preliminary draft. An analysis will be prepared for a subsequent
version of this draft.
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For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 15.107 (17) of the statutes is created to read:

15.107 (17) COUNCIL ON UTILITY PUBLIC BENEFITS. There is created a council on
utility public benefits that is attached to the department of administration unders.
15.08. The council shall consist of the following members appointed for 3—year
terms:

(a) Two members appointed by the governor.

(b) Two members appointed by the senate majority leader.

(c) One member appointed by the senate minority leader.

(d) Two meinbers appointed by the speaker of the assembly.

(e) One member appointed by the assembly minority leader.

(f) One member appointed by the secretary of natural resources.

(g) One member appointed by the secretary of administration.

(h) One member appointed by the chairperson of the public service commission.

SECTION 2. 16.957 of the statutes is created to read:

16.957 Utility public benefits. (1) DEFINITIONS. In this section:

(bm) “Commission” means the public service commission.

(¢) “Commitment to community program” means a program by a municipal
utility or retail electric cooperative for low—income assistance or an energy
conservation program by a municipal utility or retail electric cooperative.

(cm) “Council” means the council on utility public benefits created under s.

15.107 (17).
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(d) “Customer application of renewable resources” means the generation of
electricity from renewable resources that takes place on the premises of a customer
of an electric provider.

(e) “Division of housing” means the division of housing in the department.

(f) “Electric provider” means an electric utility or retail electric cooperative.

(g) “Electric utility” means a public utility that owns or (;perates aretail electric
distribution system.

(h) “Energy conservation program” means a program for reducing the demand
for natural gas or electricity or improving the efficiency of its use during any period.

(i) “Fiscal year” has the meaning given in s. 655.001 (6).

(k) “Local unit of government” means the governing body of any county, city,
town, village or county utility district or the elected tribal governing body of a
federally recognized American Indian tribe or band.

(L) “Low-income assistance” means assistance to low—-income households for
weatherization and other energy conservation services, payment of energy bills or
early identification or prevention of energy crises.

(m) “Low—income household” means any individual or group of individuals in
this state who are living togethef as one economic unit and for whom residential
electricity is customarily purchased in common or who make undesignated
payments for electricity in the form of rent, and whose household income is not more
than 150% of the poverty line as determined under 42 USC 9902 (2).

(n) “Low—income need” means the amount obtained by subtracting from the
total low—income energy billé in a fiscal year the product of 2.2% of the estimated

average annual income of low—income households in this state in that fiscal year
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multiplied by the estimated number of low—income households in this state in that
fiscal year.

(o) “Low—income need percentage” means the percentage that results from
dividing the sum of the following b& the amount of low—income need in fiscal year
1998-99:

1. The total amount received by the department for low—income funding under
42 USC 6861 to 6873 and 42 USC 8621 to 8629 in fiscal year 1997-98.

1m. The public benefits fees established for fiscal year 1999-2000 under sub.
4) (o 1.

2. The total amount expended by utilities under s. 196.374.

3. Fifty percent of the public benefits fees charged by municipal utilities and
retail electric cooperatives.

(p) “Low-income need target” means the product of the low—income need
percentage multiplied by low—income need in a fiscal year.

(q) “Municipal utility” means an electric utility that is owned wholly by a
municipality and that owns a retail distribution system.

(gm) “Public utility” has the meaning given in s. 196.01 (5).

(r) “Renewable resource” has the meaning given in s. 196.378 (1) (g).

(s) “Retail capacity” means the total amount of electricity that an electric
provider is capable of delivering to its retail customers and that is supplied by electric
generating facilities owned or operated by the electric provider or any other person.

“Retail capacity” does not include any electricity that is not used to satisfy the electric

provider’s retail load obligations.
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(t) “Retail electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at retail to its
members only and that owns or operates a retail electric distribution system.

(u) “Total low—income energy bills” means the total estimated amount that all
low—income households are billed for residential electricity, natural gas and heating
fuel in a fiscal year.

(v) “Wholesale electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at wholesale to its
members only.

(w) “Wholesale supply percentage” means the percentage of a municipal
utility’s or retail electric cooperative’s retail capacity in a fiscal year that is supplied
by a wholesale supplier.

(x) “Wholesale supplier” means a wholesale electric cooperative or a municipal
electric company, as defined in s. 66.073 (3) (d), that supplies electricity at wholesale
150 a municipal utility or retail electric cooperative.

(2) DEPARTMENT DUTIES. In consultation with the council, the department shall
do all of the following:

(a) Low-income programs. After holding a hearing, establish programs to be
administered by the department of administration through the division of housing
for awarding grants from the appropriation under s. 20.505 (10) (r) to provide
low—income assistance. In each fiscal year, the amount awarded under this
paragraph in grants for weatherization and other energy conservation services shall
be sufficient to equal 47% of the sum of all moneys received from the federal
government under 42 USC 6861 to 6873 and 42 USC 8621 to 8629 in a fiscal year and

50% of the moneys collected in public benefits fees under sub. (5).
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SECTION 2

(b) Energy conservation and efficiency and renewable resource programs. 1.
Subject to subd. 2., after holding a hearing, establish programs for awarding grants
from the appropriation under s. 20.505 (10) (s) for each of the following:

a. Proposals for providing energy conservation or efficiency services. In
awarding grants under this subd. 1. a., the department shall give priority to
proposals directed at the sectors of energy conservation or efficiency markets that
are least competitive and at promoting environmental protection, electric system
reliability or rural economic development. In each fiscal year, 1.75% of the
appropriation under s. 20.505 (10) (s) shall be awarded in grants for research and
development proposals regarding the environmental impacts of the electric industry.

b. Proposals for encouraging the development or use of customer applications .
of renewable resources, including educating customers about renewable resources
or encouraging uses of renewable resources by customers or encouraging research
technology transfers. In each fiscal year, the department shall ensure that 4.5% of
the appropriation under s. 20.505 (10) (s) is awarded in grants under this subd. 1. b.

2. For each fiscal year after fiscal year 2003—04, determine whether to continue,
discontinue or reduce any of the programs established under subd. 1. and determine
the total amount necessary to fund the programs that the department determines
to continue or reduce under this subdivision. The department shall notify the
commission if the department determines under this subdivision to reduce funding.

(c) Rules. Promulgate rules establishing all of the following:

1. Eligibility requirements for low—income assistance under programs
established under par. (a). The rules shall prohibit a person who receives

low—income assistance from a municipal utility or retail electric cooperative under
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a program specified in sub. (5) (d) 2. b. or 8. a. from receiving low—income assistance
under programs established under par. (a).

2. Requirements and procedures for applications for grants awarded under
programs established under par. (a) or (b) 1.

2m. Criteria for the selection of proposals by the corporation specified in sub.
(3) (b).

2n. Criteria for making the determination under par. (b) 2. Rules promulgated
under this subdivision shall require the department to determine whether the need
for a program established under par. (b) 1. is satisfied by the private sector market
and, if so, whether the program should be discontinued or reduced.

4. Requirements for electric utilities to allow customers to include voluntary
contributions to assist in funding a commitment to community program ora j)rogram
established under par. (a) or (b) 1. with bill payments for electric service. The rules
may require an electric utility to provide a space on an electric bill in which a
customer may indicate the amount of a voluntary contribution and the customer’s
prefer.'ence regarding whether a contribution should be used for a program
established under par. (a) or(b) 1. a. or b. The rules shall establish requirements and
procedures for electric utilities to pay to the department any voluntary contributions
included with bill payments and to report to the department customer preferences
regarding use of the contributions. The department shall deposit all contributions
received under this paragraph in the utility public benefits fund.

5. A method for estimating total low—income energy bills, average annual
income of low—income households and the number of low—income households in a

fiscal year for the purpose of determining the amount of low—income need in the fiscal

year.
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(d) Other duties. 1. For each fiscal year after fiscal year 1998-99, determine
the low—income need target for that fiscal year.

2. Encourage customers to make voluntary contributions to assist in funding
the programs established under pars. (a) and (b) 1. The department shall deposit all
contributions received under this paragraph in the utility public benefits fund.

3. Deposit all moneys received under sub. (4) (a) or (5) (¢) or (d) in the utilify
public benefits fund.

4. Conduct an annual independent audit and submit an annual report to the
legislature under s. 13.172 (2) that describes each of the following:

a. The expenses of the department, other state agencies and grant recipients
in administering or participating in the programs under pars. (a) and (b).

b. The effectiveness of the programs under par. (a) in providing assistance to
low—income individuals.

c. The effectiveness of the programs under par. (b) in reducing demand for
electricity and increasing the use of customer-owned renewable resources.

d. Any other issue identified by the governor, speaker of the assenibly or
majority leader of the senate.

(8) ConNTRrACTS. (a) The division of housing shall, on the basis of competitive
bids, contract with community action agencies described in s. 46.30 (2) (a) 1.,
nonstock, nonprofit corporations organized under ch. 181 or local units of
government to provide services under the programs established under sub. (2) (a).

(b) The department shall, on the basis of competitive bids, contract with a
nonstock, nonprofit corporation organized under ch. 181 to administer the programs
established under sub. (2) (b) 1., including soliciting proposals, processing grant

applications, selecting, based on criteria specified in rules promulgated under sub.
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SECTION 2

(2) (¢) 2m., proposals for the department to make awards and distributing grants to
recipients.

(¢) In selecting proposals and awarding grants under sub. (2) (b), the
department or the nonprofit corporation specified in par. (b) may not discriminate
against an electric provider or its affiliate or a wholesale electric supplier or its
affiliate solely on the basis of its status as an electric provider, wholesale electric
supplier or affiliate.

(4) ELECTRIC UTILITIES. (a) Requirement to charge public benefits fees. Each
electric utility, except for a municipal utility, shall charge each customer a public
benefits fee in an amount established in rules promulgated by the department under
par. (b). An electric utility, except for a municipal utility, shall collect and pay the fees
to the department in accordance with the rules promulgated under par. (b).

(am) Electric bills. An electric utility shall include a public benefits fee in a
customer’s bill and shall provide the customer with an annual statement that
identifies the annual charges for public benefits fees and describes the programs for
which fees are used.

(b) Rules. In consultation with the council, the department shall promulgate
rules that establish the amount of a public benefits fee under par. (a). Fees
established in rules under this paragraph may vary by class of customer, but shall
be uniform within each class, and shall satisfy each of the following:

1. The fees may not be based on the kilowatt—hour consumption of electricity
by customers.

2. No more than 70% of the total amount of fees charged by an electric provider

may be charged to residential customers and no more than 30% of the total may be

charged to nonresidential customers.
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SECTION 2

3. The fees shall allow an electric provider to recover the reasonable and
prudent expenses incurred by the electric provider in complying with this section.

(c) Amount of public benefits fees. Afeeestablished in rules promulgated under
par. (b) shall satisfy each of the following:

1. ‘Low—income funding.’ In fiscal year 1999-2000, a portion of the public
benefits fee shall be an amount that, when added to 50% of the estimated public
benefits fees charged by municipal utilities and retail electric cooperatives under
sub. (5) (a) for that fiscal year, shall equal $27,000,000. In each fiscal year after fiscal
year 1999-2000, a portion of the public benefits fee shall be an amount that, when
added to the sum of the following shall equal the low—income need target for that
fiscal year determined by the department under sub. (2) (d) 1.:

a. Fifty percent of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for that fiscal year.

b. All moneys received under 42 USC 6861 to 6873 and 42 USC 8621 to 8629
for that fiscal year.

c. The total amount spent on programs or contributed to the commission by
utilities under s. 196.374 (38) for that fiscal year.

2. ‘Energy conservation and efficiency and renewable resource funding.” For
fiscal year 1999-2000, a portion of the public benefits fee shall be in an amount that,
when added to 50% of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) fo_r that fiscal year, shall
equal $20,000,000. In each fiscal year after fiscal year 19992000, a portion of the
public benefits fee shall be the amount determined under this subdivision for fiscal
year 1999-2000, except that if the department determines to reduce or discontinue

a program under sub. (2) (b) 2., the department shall reduce the amount accordingly.
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3. ‘Limitation on electrig: bill increases.” For the period beginning on the
effective date of this subdivision .... [revisor inserts date], and ending on June 30,
2008, the total increase in a customer’s electric bills that is based on the requirement
to pay public benefits fees, including any increase resulting from an electric utility’s
compliance with this section, may not exceed 3% of the total of every other charge for
which the customer is billed for that period or $750 per month, whichever is less.

(5) MUNICIPAL UTILITIES AND RETAIL ELECTRIC COOPERATIVES. (a) Requirement to
charge public benefits fees. Each retail electric cooperative and municipal utility
shall charge a monthly public benefits fee to each customer or member in amount
that is sufficient for the retail electric cooperative or municipal utility to collect an
annual average of $17 per meter. A retail electric cooperative or municipal utility
may determine the amount that a particular class of customers or members is
required to pay under this paragraph and may charge different fees to different
classes of customers or members.

(am) Public benefits fee restriction. Notwithstanding par. (a), for the period
beginning on the effective date of this paragraph .... [revisor inserts date], and ending
on June 30, 2008, the total increase in a customer’s or member’s electric bills that is
based on the requirement to pay public benefits fees, including any increase
resulting from a retail electric cooperative’s or municipal utility’s compliance with
this section, may not exceed 3% of the total of every other charge for which the
member or customer is hilled for that period or $750 per month, whichever is less.

(b) Election to contribute to department programs. 1. No later than the first
day of the 12th month beginning after the effective date of this subdivision ....

[revisor inserts datel, each municipal utility or retail electric cooperative shall notify
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SECTION 2
the department whether it has elected to contribute to the programs established
under sub. (2) (a) or (b) 1. for a S—year period.

2. No later than every 3rd year after the date specified in subd. 1., each
municipal utility or retail electric cooperative shall notify the department whether
it has elected to contribute to the programs established under sub. (2) (a) or (b) 1. for
a 3—year period.

(¢) Full contribution. If a municipal utility or retail electric cooperative elects
under par. (b) 1. or 2. to contribute to the programs established both under sub. (2)
(a)and undersub. (2) (b) 1., it shall pay 100% of the public benefits fees that it charges
under par. (a) to the department in each fiscal year of the 3—year period for which it
has made the election.

(d) Partial contributions and commitment to community spending. A
municipal utility or retail electric cooperative not specified in par. (c) shall do one of
the following:

1. If the municipal utility or retail electric cooperative elects to contribute only
to the programs established under sub. (2) (a), the municipal utility or retail electric
cooperative shall, in each fiscal year of the 3—year period for which it elects to
contribute under par. (b) 1. or 2., do all of the following:

a. Pay no less than 50% of the public benefits fees that it charges under par.
(a) to the department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

2. If the municipal utility or retail electric cooperative elects to contribute only

to the programs established under sub. (2) (b) 1., the municipal utility or retail
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electric cooperative shall, in each fiscal year of the 8-year period for which it elects
to contribute under par. (b) 1. or 2., do all of the following: |

a. Pay 50% of the public benefits fees that it charges under par. (a) to the
department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

3. If the municipal utility or retail electric cooperative elects not to contribute
to any of the programs established under sub. (2) (a) or (b) 1., the municipal utility
or retail electric cooperative shall, in each fiscal year of the 3—year period for which
it elects not to contribute under par. (b) 1. or 2., do all of the following:

a. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

(e) Wholesale supplier credit. If a wholesale supplier has established a program
for low—income assistance or an energy conservation program, a municipal utility or
retail electric cooperative that is a customer of the wholesale supplier may do any of

the following:

1. Include an amount equal to the product of the municipal utility’s or retail
electric cooperative’s wholesale supply percentage and the amount that the
wholesale supplier has spent on low—income assistance in a fiscal year in calculating
the amdunt that the municipal utility or retail electric cooperative has spent on
low—income assistance in that fiscal year under par. (d) 2. b. or 3. a.

2. Include an amount equal to the product of the municipal utility’s or retail

electric cooperative’s wholesale supply percentage and the amount that the
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SECTION 2
wholesale supplier has spent on energy conservation programs or customer
applications of renewable resources in a fiscal year in calculating the amount that
the municipal utility or retail electric cooperative has spent on energy conservation
programs under par. (d) 1. b. or 3. b.

(f) Joint programs. Municipal utilities or retail electric cooperatives may
establish joint commitment to community programs, except that each municipal
utility or retail electric cooperative that participates in a joint program is required
to comply with the spending requirements under par. (d).

(g) Reports. 1. For each fiscal year, each municipal utility and retail electric
cooperative that does not pay 100% of the public benefits fee that it charges under
par. (a) to the department under par. (c) shall file a report with the department that
describes each of the following:

a. An accounting of public benefits fees charged to customers or members under
par. (a) in the fiscal year and expenditures on commitment to community programs
under par. (d), including any amounts included in the municipal utility’s or retail
electric cooperative’s calculations under par. (e).

b. A description of commitment to community programs established by the
municipal utility or retail electric cooperative in the fiscal year.

2. The department shall maintain reports filed under subd. 1. for at least 6
years.

SEcTION 3. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert

the following amounts for the purposes indicated:
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SECTION 3

1999-00 2000-01
20.505 Administration, department of
(10) UTILITY PUBLIC BENEFITS

(@)  General program operations SEG A -0~ —0—

SECTION 4. 20.505 (10) of the statutes is created to read:

20.505 (10) UTILITY PUBLIC BENEFITS. (q) General program operations. From
the utility public benefits fund, the amounts in the schedule for general program
operations.

(r) Low—income assistance grants. From the utility public benefits fund, a sum
sufficient for low—income assistance grants under s. 16.957 (2) (a).

(s) Energy conservation and efficiency and renewable resource grants. Fromthe
utility public benefits fund, a sum sufficient for energy conservation and efficiency
and renewable resource grants under s. 16.957 (2) (b) 1.

SECTION 5. 25.17 (1) (xm) of the statutes is created to read:

25.17 (1) (xm) Utility public benefits fund (s. 25.96);

SECTION 6. 25.96 of the statutes is created to read:

25.96 Utility public benefits fund. There is established a separate
nonlapsible trust fund designated as the utility public benefits fund, consisting of
deposits by the public service commission under s. 196.374 (3), public benefits fees
received under s. 16.957 (4) (a) and (5) (c) and (d) and contributions received under
s. 16.957 (2) (¢) 4. and (d) 2.

SECTION 7. 196.374 of the statutes is repealed and recreated to read:

196.374 Low—incon.le assistance, energy efficiency and other

programs. (1) In this section:
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(a) “Department” means the department of administration.

(b) “Fund” means the utility public benefits fund.

(c) “Utility” means a class A gas or electric utility, as defined by the commission,
but does not include a municipal utility, as defined in s. 16.957 (1) (q), a municipal
electric company, as defined in s. 66.073 (3) (d), or a cooperative association organized
under ch. 185.

(2) The commission shall determine the amount that each utility spent in 1998
on programs for low—income assistance, including writing off uncollcctibles and
arrearages, low—income weatherization, energy conservation and efficiency,
environmental research and development, and renewable resources.

(3) In 1999, 2000 and 2001, the commission shall require each utility to spend
a decreasing portion of the amount determined under sub. (2) on programs specified
in sub. (2) and contribute the remaining portion of the amount to the commission for
deposit in the fund. In each year after 2001, each utility shall contribute the entire
amount determined under sub. (2) to the commission for deposit in the fund. The
commission shall ensure in rate-making orders that a utility recovers from its
ratepayers the amounts spent on programs or contributed to the fund under this
subsection. The commission shall allow each utility the option of continuing to use,
until January 1, 2001, the moneys that it has recovered under s. 196.374 (3), 1997
stats., to administer the programs that it has funded unders. 196.374 (1), 1997 stats.

(4) Ifthe department notifies the commission under s. 16.957 (2) (b) 2. that the
department has reduced funding for energy conservation and efficiency and
renewable resource programs, the commission shall reduce the amount that a utility
is required to spend on programs or contribute to the fund under sub. (3) by the

percentage by which the department has reduced the funding.



o = o

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

1999 — 2000 Legislature ~17- YL

SECTION 8

SECTION 8. 196.378 of the statutes is created to read:

196.378 Renewable resources. (1) DEFINITIONS. In this section:

(a) “Biomass” means a resource that derives energy from wood or plant
material or residue, biological waste, crops grown for use as a resource or landfill
gases. “Biomass” does not include garbage, as defined in s. 289.01 (9), or
nonvegetation-based industrial,i commercial or household waste, except that
“biomass” includes refuse-derived fuel used for a renewable facility that was in
service in this state before January 1, 1998.

(b) “Conventional resource” means a resource that derives energy from coal, oil,
nuclear power or natural gas, except for natural gas used in a fuel cell.

(bm) “Department” means the department of administration.

(¢) “Electric provider” means an electric utility or retail electric cooperative.

(d) “Electric utility” means a public utility that sells electricity at retail. For
purposes of this paragraph, a public utility is not considered to sell electricity at
retail solely on the basis of its ownership or operation of a retail electric distribution
system.

(e) “Excludable renewable capacity” means the portion of an electric provider’s
total renewable capacity that is supplied from renewable facilities that were placed
in service before January 1, 1998, and that, before January 1, 1998, derived
electricity from hydroelectric power, even if the output of the renewable facilities is
used to satisfy requirements under federal law.

(f) “Nonsystem renewable energy” means the amount of electricity that an
electric provider sells to its retail customers and that is supplied or allocated under

executed wholesale purchase contracts from renewable facilities that are not owned
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SEcCTION 8
or operated by the electric provider. “Nonsystem renewable energy” does not include
any electricity that is not used to satisfy the electric provider’s retail load obligations.

(g) “Renewable resource” means any of the following:

1. A resource that derives electricity from any of the following:

a. A fuel cell that uses, as determined by the commission, a renewable fuel.

b. Tidal or wave action.

c. Solar thermal electric or photovoltaic energy.

d. Wind power.

e. Geothermal technology.

g. Biomass.

Im. A resource with a capacity of less than 60 megawatts that derives
electricity from hydroelectric power.

2. Any other resource, except a conventional resource, that the commission
designates as a renewable resource in rules promulgated under sub. (4).

(h) “Renewable facility” means an installed and operational electric generating
facility in which energy is derived from a renewable resource. “Renewable facility”
includes a facility the installation or operation of which is required under federal law,
but does not include a facility the installation or operation of which is required under
the laws of another state even if the installation or operation of the facility is also
required under federal law.

(i) “Renewable resource credit” means a credit calculated in accordance with
rules promulgated under sub. (3) (a).

(j) “Resource” means a source of electric power generation.

(k) “Retail electric cooperative” means a cooperative association organized

under ch. 185 that sells electricity at retail to its members only. For purposes of this
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paragraph, a cooperative association is not considered to sell electricity at retail
solely on the basis of its ownership or operation of a retail electric distribution
system.

(n) “System renewable energy” means the amount of electricity that an electric
provider sells to its retail customers and that is supplied by renewable facilities
owned or operated by the electric provider.

(o) “Total renewable energy” means the sum of an electric provider’s system and
nonsystem renewable energy.

(2) RENEWABLE RESOURCE ENERGY. (a) Each electric provider shall provide to its
retail electric customers total renewable energy in at least the following percentages
of its total retail energy sales, either difectly or through renewable resource credits
from another electric provider:

1. By December 31, 2000, 0.5%.

2. By December 31, 2002, 0.85%.

3. By December 31, 2004, 1.2%.

4. By December 31, 2006, 1.55%.

5. By December 31, 2008, 1.9%.

8. By December 31, 2010, 2.2%.

(b) For purposes of determining compliance with par. (a):

1. Total retail energy sales shall be calculated on the basis of an average of an
electric pfovider’s retail energy sales in this state during the prior 3 years.

2. The amount of electricity supplied by a renewable facility in which biomass
and conventional fuels are fired together shall be equal to the product of the

maximum amount of electricity that the facility is capable of generating and the ratio
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SECTION 8
of the British thermal unit content of the biomass fuels to the British thermal unit
content of both the biomass and conventional resource fuels.

3. Any excludable renewable energy that exceeds 0.6% of an electric provider’s
total retail energy sales shall be excluded from the electric provider’s total renewable
energy.

(¢) No later than April 15 annually, an electric provider shall submit a report
to the department that describes the electric provider’s compliance with par. (a).
Reports under this paragraph may include certifications from wholesale suppliers
regarding the sources and amounts of energy supplied to an electric provider. The
department may specify the documentation that is required to be included with
reports submitted under this paragraph.

(d) The commission shall ensure in rate—making orders that an electric utility
recovers from ratepayers the cost of providing total renewable energy to its retail
customers in amounts that equal or exceed the percentages specified in par. (a).
Subject to any approval of the commission that is necessary, an electric utility may
recover costs under this paragraph by any of the following methods:

1. Allocating the costs equally to all customers on a kilowatt-hour basis.

2. Establishing alternative price structures, including price étructures under
which customers pay a premium for renewable energy.

3. Any combination of the methods specified in subds. 1. and 2.

(e) 1. This subsection does ﬁot apply to any of the following:

a. An electric provider that provides more than 10%of its summer peak demand
in this state from renewable facilities.

b. An electric provider that provides more than 10%of its summer peak demand

from renewable resources.
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2. For purposes of calculating the percentages under subd. 1., an electric
provider may include renewable facilities located in this or another state and
renewable facilities located on its or another electric provider’s system.

3. Notwithstanding subd. 1., this subsection applies to an electric provider
unless the electric provider provides documentation to the commission that
establishes, to the satisfaction of the commission, that the electric provider satisfies
the requirements under subdv. l.a.orb.

(3) RENEWABLE RESOURCE CREDITS. (a) An electric provider that provides total
renewable energy to its retail electric customers in excess of the percentages
specified in sub. (2) (a) 1. to 6. may, in the applicable year, sell to any other electric
provider a renewable resource credit or a portion of a renewable resource credit at
any negotiated price. Alternatively, an electric provider may use a renewable
resource credit or portion of a renewable resource credit in a subsequent year to
establish compliance with sub. (2) (a). The commission shall promulgate rules that
establish requirements for calculating the amount of a renewable resource credit.

(b) The commission may promulgate rules that establish requirements and
procedures for a sale under par. (a).

(4) RuLEs. The commission may promulgate rules that designate a resource,
except for a conventional resource, as a renewable resource in addition to the
resources specified in sub. (1) (g) 1. and 1m.

(5) PENALTY. Any person who violates sub. (2) or any wholesale supplier who
provides an electric provider with a false or misleading certification regarding the
sources or amounts of energy supplied to the electric provider shall forfeit not less
than $5,000 nor more than $500,000. Forfeitures under this subsection shall be

enforced by action on behalf of the state by the attorney general. A court imposing
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a forfeiture under this subsection shall consider all of the following in determining
the amount of the forfeiture:

(a) The appropriateness of the forfeiture to the person’s or wholesale supplier’s
volume of business.

(b) The gravity of the violation.

(c) Whether a violation of sub. (2) is due to circumstances beyond the violator’s
control.

SEcTION 9. Nonstatutory provisions.

(1)  INITIAL APPOINTMENTS TO COUNCIL ON UTILITY PUBLIC BENEFITS.
Notwithstanding section 15.107 (17) (intro.) of the statutes, as created by this act,
the initial members of the council on utility public benefits shall be appointed for the
following terms:

(a) One of the members under section 15.107 (17) (a), (b) and (d) of the statutes,
as created by this act, for terms expiring on July 1, 2001.

(b) One of the members under section 15.107 (17) (a) of the statutes, as created
by this act, and the members under section 15.107 (17) (c), (e) and (f) of the statutes,
as created by this act, for terms expiring on July 1, 2002.

(c) One of the members under section 15.107 (17) (b) and (d) of the statutes, as
created by this act, and the members under section 15.107 (17) (g) and (h) of the
statutes, as created by this act, for terms expiring on July 1, 2003.

(2) PUBLIC SERVICE COMMISSION RULES.

(a) Using the procedure under section 227.24 of the statutes, the public service
commission shall promulgate the rules required under section 196.378 (8) (a) of the
statutes, as created by this act, for the period before the effective date of the

permanent rules promulgated under that section, but not to exceed the period
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SECTION 9

authorized under section 227.24 (1) (c) and (2) of the statutes. Notwithstanding
section 227.24 (1) and (3) of the statutes, the commission is not required to make a
finding of emergency.

(b) The public service commission shall submit in proposed form the rules
required under section 196.378 (3) (a) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes no later than the first
day of the 6th month beginning after the effective date of this paragraph.

(8) DEPARTMENT OF ADMINISTRATION RULES.

(a) Using the procedure under section 227.24 of the statutes, the department
of administration shall promulgate the rules required under section 16.957 (2) (c)
and (4) (b) of the statutes, as created by this act, for the period before the effective
date of the permanent rules promulgated under that section, but not to exceed the
period authorized under section 227.24 (1) (c) and (2) of the statutes.
Notwithstanding section 227.24 (1) and (3) of the statutes, the department is not
z:equired to make a finding of emergency.

(b) The department of administration shall submit in proposed form the rules
required under section 16.957 (2) (c) and (4) (b) of the statutes, as created by this act,
to the legislative council staff under section 227.15 (1) of the statutes no later than
the first day of the 6th month beginning after the effective date of this paragraph.

(END)
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1 AN AcCT repeal and recreate 196.374; and to create 15.107 (17), 16.957,
2 20.505 (10), 25.17 (1) (xm), 25.96 and 196.378 of the statutes; relating to:
3 control of transmission facilities by a transmission company and a Midwest
4 independent system operator, ownership of nonutility assets by a public utility
5 holding company, investments in transmission facilities, offers of employment
6 to certain public utility and nonaffiliate employes, fees and approvals for
7 certain high—voltage transmission lines, construction of certain electric
8 transmission facilities, environmental reviews by the public service
9 commission, reports on reliability status of electric utilities, state participation
10 in a regional transmission need and siting compact, incentives for development
11 of certain generating facilities, study of market power and retail electric
12 competition, market-based compensation, rates and contracts for electric
13 customers, regulation of certain nitrogen oxide emissions, establishing
14 programs for low—income energy assistance, improving energy conservation

15 and efficiency markets and encouraging the development and use of renewable
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charge public benefits fees to customers and members, imposing
requirements on the use of renewable resources by electric utilities and

\cooperatives, requiring the exercise of rule-making authority, making

printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 15.107 (17) of the statutes is created to read:

15.107 (17) COUNCIL ON UTILITY PUBLIC BENEFITS. There is created a council on
utility public benefits that is attached to the department of administration under s.
15.03. The council shall consist of the following members appointed for 3—year
terms:

(a) Two members appointed by the governor.

(b) Two members appointed by the senate majority leader.

(¢) One member appointed by the senate minority leader.

(d) Two members appointed by the speaker of the assembly.

(e) One member appointed by the assembly minority leader.

(f) One member appointed by the secretary of natural resources.

(g) One member appointed by the secretary of administration.
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(h) One member appointed by the chairperson of the public service commission.

SECTION 2. 16.957 of the statutes is created to read:

16.957 Utility public benefits. (1) DErFINITIONS. In this section:

(bm) “Commission” means the public service commission.

(¢) “Commitment to community program” means a program by a municipal
utility or retail electric cooperative for low—income assistance or an energy
conservation program by a municipal utility or retail electric cooperative.

(cm) “Council” means the council on utility public benefits created under s.
15.107 (17).

(d) “Customer application of renewable resources” means the generation of
electricity from renewable resources that takes place on the premises of a customer
of an electric provider.

(e) “Division of housing” means the division of housing in the department.

(f) “Electric provider” means an electric utility or retail electric cooperative.

(g) “Electric utility” means a public utility that owns or operates a retail electric
distri‘bution system.

(h) “Energy conservation program” means a program for reducing the demand
for natural gas or electricity or improving the efficiency of its use during any period.

(i) “Fiscal year” has the meaning given in s. 655.001 (6).

(k) “Local unit of government” means the governing body of any county, city,
town, village or county utility district or the elected tribal governing body of a
federally recognized American Indian tribe or band.

(L) “Low-income assistance” means assistance to low—income households for
weatherization and other energy conservation services, payment of energy bills or

early identification or prevention of energy crises.
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(m) “Low-income household” means any individual or group of individuals in
this state who are living together as one economic unit and for whom residential
electricity is customarily purchased in common or who make undesignated
payments for electricity in the form of rent, and whose household income is not more
than 150% of the poverty line as determined under 42 USC 9902 (2).

(n) “Low-income need” means the amount obtained by subtracting from the
total low—income energy bills in a fiscal year the product of 2.2% of the estimated
average annual income of low—income households in this state in that fiscal year
multiplied by the estimated number of low—income households in this state in that
fiscal year.

(0) “Low-income need percentage” means the percentage that results from
dividing the sum of the following by the amount of low—income need in fiscal year
1998-99:

1. The total amount received by the department for low—income funding under
42 USC 6861 to 6873 and 42 USC 8621 to 8629 in fiscal year 1997-98.

1m. The public benefits fees established for fiscal year 1999-2000 under sub.
4) (c) 1.

2. The total amount expended by utilities under s. 196.374.

3. Fifty percent of the public benefits fees charged by municipal utilities and
retail electric cooperatives.

(p) “Low-income need target” means the product of the low—income need
percentage multiplied by low—income need in a fiscal year.

(@) “Municipal utility” means an electric utility that is owned wholly by a
municipality and that owns a retail distribution system.

(qm) “Public utility” has the meaning given in s. 196.01 (5).
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(r) “Renewable resource” has the meaning given in s. 196.378 (1) (g).

(s) “Retail capacity” means the total amount of electricity that an electric
provider is capable of delivering to its retail customers and that is supplied by electric
generating facilities owned or operated by the electric provider or any other person.
“Retail capacity” does not include any electricity that is not used to satisfy the electric
provider’s retail load obligations.

(t) “Retail electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at retail to its
members only and that owns or operates a retail electric distribution system.

(u) “Total low—income energy bills” means the total estimated amount that all |
low—income households are billed for residential electricity, natural gas and heating
fuel in a fiscal year.

(v) “Wholesale electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at wholesale to its
members only.

(w) “Wholesale supply percentage” means the percentage of a municipal
utility’s or retail electric cooperative’s retail capacity in a fiscal year that is supplied
by a wholesale supplier.

(x) “Wholesale supplier” means a wholesale electric cooperative or a municipal
electric company, as defined in s. 66.073 (3) (d), thaﬁ supplies electricity at wholesale
to a municipal utility or retail electric cooperative.

(2) DEPARTMENT DUTIES. In consultation with the council, the department shall
do all of the following:

(a) Low~-income prograr-ns. After holding a hearing, establish programs to be

administered by the department of administration through the division of housing
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for awarding grants from the appropriation under s. 20.505 (10) (r) to provide
low—income assistance. In each fiscal year, the amount awarded under this
paragraph in grants for weatherization and other energy conservation services shall
be sufficient to equal 47% of the sum of all moneys received from the federal
government under 42 USC 6861 to 6873 and 42 USC 8621 to 8629 in a fiscal year and
50% of the moneys collected in public benefits fees under sub. (5).

(b) Energy conservation and efficiency and renewable resource programs. 1.
Subject to subd. 2., after holding a hearing, establish programs for awarding grants
from the appropriation under s. 20.505 (10) (s) for each of the following:

a. Proposals for providing energy conservation or efficiency services. In
awarding grants under this subd. 1. a., the department shall give priority to
proposals directed at the sectors of energy conservation or efficiency markets that
are least competitive and at promoting environmental protection, electric system
réliability or rural economic development. In each fiscal year, 1.75% of the
appropriation under s. 20.505 (10) (s) shall be awarded in grants for research and
development proposals regarding the environmental impacts of the electric industry.

b. Proposals for encouraging the development or use of customer applications
of renewable resources, including educating customers about renewable resources
or encouraging uses of renewable resources by customers or encouraging research
technology transfers. In each fiscal year, the department shall ensure that 4.5% of
the appropriation under s. 20.505 (10) (s) is awarded in grants under this subd. 1. b.

2. For each fiscal year after fiscal year 2003—04, determine whether to continue,
discontinue or reduce any of the programs established under subd. 1. and determine

the total amount necessary to fund the programs that the department determines
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to continue or reduce under this subdivision. The department shall notify the
commission if the department determines under this subdivision to reduce funding.

(c) Rules. Promulgate rules establishing all of the following:

1. Eligibility requirements for low-—income assistance under programs
established under par. (a). The rules shall prohibit a person who receives
low—income assistance from a municipal utility or retail electric cooperative under
a program specified in sub. (5) (d) 2. b. or 3. a. from receiving low—income assistance
under programs established under par. (a). |

2. Requirements and procedures for applications for grants awarded under
programs established under par. (a) or (b) 1.

2m. Criteria for the selection of proposals by the corporation specified in sub.
(3) (b).

2n. Criteria for making the determination under par. (b) 2. Rules promulgated
under this subdivision shall require the department to determine whether the need
f.'or a program established under par. (b) 1. is satisfied by the private sector market
and, if so, whether the program should be discontinued or reduced.

4. Requirements for electric utilities to allow customers to include voluntary
contributions to assist in funding a commitment to community program or a program
established under par. (a) or (b) 1. with bill payments for electric service. The rules
may require an electric utility to provide a space on an electric bill in which a
customer may indicate the amount of a voluntary contribution and the customer’s
preference regarding whether a contribution should be used for a program
established under par. (a) or (b) 1. a. orb. The rules shall establish requirements and
procedures for electric utilities to pay to the department any voluntary contributions

included with bill payments and to report to the department customer preferences



[SL BN VN )

9 o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1999 — 2000 Legislature -8- LRB-3150/P3
MDK:kmg:ksh

SECTION 2
regarding use of the contributions. The department shall deposit all contributions
received under this paragraph in the utility public benefits fund.

5. A method for estimating total low—income energy bills, average annual
income of low—income households and the number of low—income households in a
fiscal year for the purpose of determining the amount of low—income need in the fiscal
year.

(d) Other duties. 1. For each fiscal year after fiscal year 1998-99, determine
the low—income need target for that fiscal year.

2. Encourage customers to make voluntary contributions to assist in funding
the programs established under pars. (a) and (b) 1. The department shall deposit all
contributions received under this paragraph in the utility public benefits fund.

3. Deposit all moneys received under sub. (4) (a) or (5) (c) or (d) in the utility
public benefits fund.

4. Conduct an annual independent audit and submit an annual report to the
legislature under s. 18.172 (2) that describes each of the following:

a. The expenses of the department, other state agencies and grant recipients
in administering or participating in the programs under pars. (a) and (b).

b. The effectiveness of the programs under par. (a) in providing assistance to
low—income individuals.

c. The effectiveness of the programs under par. (b) in reducing demand for
electricity and increasing the use of customer—owned renewable resources.

d. Any other issue identified by the governor, speaker of the assembly or
majority leader of the senate.

(3) ConTrAcTS. (a) The division of housing shall, on the basis of competitive

bids, contract with community action agencies described in s. 46.30 (2) (a) 1.,
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nonstock, nonprofit corporations organized under ch. 181 or local units of
government to provide services ﬁnder the programs established under sub. (2) (a).

(b) The department shall, 'on the basis of competitive bids, contract with a
nonstock, nonprofit corporation organized under ch. 181 to administer the programs
established under sub. (2) (b) 1., including soliciting proposals, processing grant
applications, selecting, based on criteria specified in rules promulgated under sub.
(2) (c) 2m., proposals for the department to make awards and distributing grants to
recipients.

(¢) In selecting proposals and awarding grants under sub. (2) (b), the
department or the nonprofit corporation specified in par. (b) may not discriminate
against an electric provider or its affiliate or a wholesale electric supplier or its
affiliate solely on the basis of its status as an electric provider, wholesale electric
supplier or affiliate.

(4) ELECTRIC UTILITIES. (a) Requirement to charge public benefits fees. Each
electric utility, except for a municipal utility, shall charge each customer a public
benefits fee in an amount established in rules promulgated by the department under
par. (b). An electric utility, except for a municipal utility, shall collect and pay the fees
to the department in accordance with the rules promulgated under par. (b).

(am) Electric bills. An electric utility shall include a public benefits fee in a
customer’s bill and shall provide the customer with an annual statement that
identifies the annual charges for public benefits fees and describes the programs for
which fees are used.

(b) Rules. In consultation with the council, the department shall promulgate

rules that establish the amount of a public benefits fee under par. (a). Fees
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established in rules under this paragraph may vary by class of customer, but shall
be uniform within each class, and shall satisfy each of the following:

1. The fees may not be based on the kilowatt—hour consumption of electricity
by customers.

2. No more than 70% of the total amount of fees charged by an electric.provider
may be charged to residential customers and no more than 80% of the total may be
charged to nonresidential customers.

3. The fees shall allow an electric provider to recover the reasonable and
prudent expenses incurred by the electric provider in complying with this section.

(c) Amount of public benefits fees. Afee established in rules promulgated under
par. (b) shall satisfy each of the following: |

1. ‘Low-income funding.’ In fiscal year 1999-2000, a portion of the public
benefits fee shall be an amount that, when added to 50% of the estimated public
benefits fees charged by municipal utilities and retail electric cooperatives under
sub. (5) (a) for that fiscal year, shall equal $27,000,000. In each fiscal year after fiscal
year 1999-2000, a portion of the public benefits fee shall be an amount that, when
added to the sum of the following shall equal the low—income need target for that
fiscal year determined by the department under sub. (2) (d) 1.:

a. Fifty percent of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for fhat fiscal year.

b. All moneys received under 42 USC 6861 to 6873 and 42 USC 8621 to 8629
for that fiscal year.

¢. The total amount spent on programs or contributed to the commission by

utilities under s. 196.374 (3) for that fiscal year.
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2. ‘Energy conservation and efficiency and renewable resource funding.” For
fiscal year 1999-2000, a portion of the public benefits fee shall be in an amount that,
when added to 50% of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for that fiscal year, shall
equal $20,000,000. In each fiscal year after fiscal year 1999—2000, a portion of the
public benefits fee shall be the amount determined under this subdivision for fiscal
year 1999-2000, except that if the department determines to reduce or discontinue
a program under sub. (2) (b) 2., the department shall reduce the amount accordingly.

3. ‘Limitation on electric bill increases.” For the period beginning on the
effective date of this subdivision .... [revisor inserts datel, and ending on June 30,
2008, the total increase in a customer’s electric bills that is based on the requirement
to pay public benefits fees, including any increase resulting from an electric utility’s
compliance with this section, may not exceed 3% of the total of every other charge for
which the customer is billed for that period or $750 per month, whichever is less.

(5) MUNICIPAL UTILITIES AND RETAIL ELECTRIC COOPERATIVES. (a) Requirement to
charge public benefits fees. Each retail electric cooperative and municipal utility
shall charge a monthly public benefits fee to each customer or member in amount
that is sufficient for the retail electric cooperative or municipal utility to collect an
annual average of $17 per meter. , A retail electric cooperative or municipal utility
may determine the amount that a particular class of customers or members is
required to pay under this paragraph and may charge different fees to different
classes of customers or members.

(am) Public benefits fee restriction. Notwithstanding par. (a), for‘ the period
beginning on the effective dat.e of this paragraph .... [revisor inserts date], and ending

on June 30, 2008, the total increase in a customer’s or member’s electric bills that is
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based on the requirement to pay public benefits fees, including any increase
resulting from a retail electric cooperative’s or municipal utility’s compliance with
this section, may not exceed 8% of the total of every other charge for which the
member or customer is billed for that period or $750 per month, whichever is less.

(b) Election to contribute to department programs. 1. No later than the first
day of the 12th month beginning after the effective date of this subdivision ....
[revisor inserts date], each municipal utility or retail electric cooperative shall notify
the department whether it has elected to contribute to the programs established
under sub. (2) (a) or (b) 1. for a 3—year period.

2. No later than every 3rd year after the date specified in subd. 1., each
municipal utility or retail electric cooperative shall notify the department whether
it has elected to contribute to the programs established under sub. (2) (a) or (b) 1. for
a 3—year period.

(c¢) Full contribution. If a municipal utility or retail electric cooperative elects
under par. (b) 1. or 2. to contribute to the programs established both under sub. (2)
(a) and under sub. (2) (b) 1., it shall pay 100% of the public benefits fees that it charges
under par. (a) to the department in each fiscal year of the 3—year period for which it
has made the election.

(d) Partial contributions and commitment to community spending. A
municipal utility or retail electric cooperative not specified in par. (c) shall do one Qf
the following:

1. If the municipal utility or retail electric cooperative elects to contribute only
to the programs established under sub. (2) (a), the municipal utility or retail electric
cooperative shall, in each fiscal year of the 3—year period for which it elects to

contribute under par. (b) 1. or 2., do all of the following:
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a. Pay no less than 50% of the public benefits fees that it charges under par.
(a) to the department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

2. If the municipal utility or retail electric cooperative elects to contribute only
to the programs established under sub. (2) (b) 1., the municipal utility or retail
electric cooperative shall, in each fiscal year of the 3—year period for which it elects
to contribute under par. (b) 1. or 2., do all of the following:

a. Pay 50% of the public benefits fees that it charges under par. (a) to the
department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

3. Ifthe municipal utility or retail electric cooperative elects not to contribute
to any of the programs established under sub. (2) (a) or (b) 1., the municipal utility
or retail electric cooperative shall, in each fiscal year of the 3—year period for which
it elects not to contribute under par. (b) 1. or 2., do all of the following:

a. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

(e) Wholesale supplier credit. If a wholesale supplier has established a program
for low—income assistance or an energy conservation program, a municipal utility or

retail electric cooperative that is a customer of the wholesale supplier may do any of

the following:
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SECTION 2

1. Include an amount equal to the product of the municipal utility’s or retail
electric cooperative’s wholesale supply percentage and the amount that the
wholesale supplier has spent on low—income assistance in a fiscal year in calculating
the amount that the municipal utility or retail electric cooperative has spent on
low—income assistance in that fiscal year under par. (d) 2. b. or 3. a.

2. Include an amount equal to the product of the municipal utility’s or retail
electric cooperative’s wholesale supply percentage and the amount that the
wholesale supplier has spent on energy conservation programs or customer
applications of renewable resources in a fiscal year in calculating the amount that
the municipal utility or retail electric cooperative has spent on energy conservation
programs under par. (d) 1. b. or 3. b.

(f) Joint programs. Municipal utilities or retail electric cooperatives may
establish joint commitment to community programs, except that each municipal
utility or retail electric cooperative that participates in a joint program is required
to comply with the spending requirements under par. (d).

(g) Reports. 1. For each fiscal year, each municipal utility and retail electric
cooperative that does not pay 100% of the public benefits fee that it charges under
par. (a) to the department under par. (c) shall file a report with the department that
describes each of the following:

a. An accounting of public benefits fees charged to customers or members under
par. (a) in the fiscal year and expenditures on commitment to community programs
under par. (d), including any amounts included in the municipal utility’s or retail
electric cooperative’s calculations under par. (e).

b. A description of commitment to community programs established by the

municipal utility or retail electric cooperative in the fiscal year.
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2. The department shall maintain reports filed under subd. 1. for at least 6
years. |

SECTION 3. 16.969 of the statutes is created to read:

16.969 Fees for certain high-voltage transmission lines. (1) In this
section:

(a) “Commission” means the public service commission.

(b) “High—voltage transmission line” means a high—voltage transmission line,
as defined in s. 196.491 (1) (f), that is designed for operation at a nominal voltage of
345 kilovolts or more.

(2) The department shall promulgate rules that require a person who is issued
a certificate of public convenience and necessity by the commission under s. 196.491
(3) for a high—voltage transmission line to pay the department the following fees:

(a) An annual impact fee in an amount equal to 0.03% of the cost of the
high—voltage transmission line, as determined by the commission under s. 196.491
(3) (gm).

ib) A one-time environmental impact fee in amount equal to 5% of the cost of
the high—voltage transmission line, as determined by the commission under s.
196.491 (3) (gm).

(3) (a) The department shall distribute the fees that are paid by a person under
the rules promulgated under sub. (2) (a) to each town, village and city that is
identified by the commission under s. 196.491 (3) (gm) in proportion to the amount
of investment that is allocated by the commission under s. 196.491 (8} (gm) to each
such town, village and city.

(b) The fee that is paid by a person under the rules promulgated under sub. (2)

(b) shall be distributed as follows:
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1. The department shall pay 50% of the fee to each county that is identified by

he commission under s. 196.491 (3) (gm) in proportion to the amount of investment

that is allocated by the commission under s. 196.491 (3) (gm) to each such county.
2. The department shall pay 50% of the fee to each town, village and city that

is identified by the commission unders. 196.491 (3) (gm) in proportion to the amount

of\investment that is allocated by the commission under s. 196.491 (3) (gm) to each

such town, village and city.

SEcTION 4. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert

the following amounts for the purposes indicated:

1999-00 2000-01

20.505 Administration, department of
(10) UTILITY PUBLIC BENEFITS

(@)  General program operations SEG A -0 -0-

SEcCTION 5. 20.505 (1) (ge) of the statutes is created to read:

20.505 (1) (ge) High-voltage transmission line annual impact fee distributions.
All moneys received from the payment of fees under the rules promulgated under s.
16.969 (2) (a) for distributions to to towns, villages and cities under s. 16.969 (3) (a).

SEcTION 6. 20.505 (1) (gs) of the statutes is created to read:

20.505 (1) (gs) High—-voltage transmission line environmental impact fee
distributions. All moneys received from the payment of fees under the rules
promulgated under s. 16.969 (2) (b) for distributions to to counties, towns, villages
and cities under s. 16.969 (3) (b).

SEcTION 7. 20.505 (10) of the statutes is created to read:



=

© 0 N o Utod W b

—
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1999 - 2000 Legislature -17- ﬁ%ﬁﬁg‘?ﬁﬁ

SECTION 7

20.505 (10) UTILITY PUBLIC BENEFITS. (q) General program operations. From
the utility public benefits fund, the amounts in the schedule for general program
operations.

(r) Low-income assistance grants. From the utility public benefits fund, a sum
sufficient for low—income assistance grants under s. 16.957 (2) (a).

(s) Energy conservation and efficiency and renewable resource grants. From the
utility public benefits fund, a sum sufficient for energy conservation and efficiency
and renewable resource grants under s. 16.957 (2) (b) 1.

SECTION 8. 25.17 (1) (xm) of the statutes is created to read:

25.17 (1) (xm) Utility public benefits fund (s. 25.96);

SECTION 9. 25.96 of the statutes is created to read:

25.96 Utility public benefits fund. There is established a separate
nonlapsible trust fund designated as the utility public benefits fund, consisting of
deposits by the public service commission under s. 196.374 (3), public benefits fees
received under s. 16.957 (4) (a) and (5) (¢) and (d) and contributions received under
8. 16.957 (2) (¢) 4. and (d) 2.

SEcTION 10. 76.28 (1) (d) of the statutes is amended to read:

76.28 (1) (d) “Gross revenues” for a light, heat and power company other than
a qualified wholesale electric company or a transmission company means total
operating revenues as reported to the public service commission except revenues for
interdepartmental sales and for interdepartmental rents as reported to the public
service commission and deductions from the sales and use tax under s. 77.61 (4),
except that the company may subtract from revenues either the actual cost of power
purchased for resale, as repoﬁed to the public service commission, by a light, heat

and power company, except a municipal light, heat and power company, that
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SECTION 10
purchases under federal or state approved wholesale rates more than 50% of its
electric power from a person other than an affiliated interest, as defined in s. 196.52
(1), if the revenue from that purchased electric power is included in the seller’s gross
revenues or the following percentages of the actual cost of power purchased for
resale, as reported to the public service commission, by a light, heat and power
company, except a municipal light, heat and power company that purchases more
than 90% of its power and that has less than $50,000,000 of gross revenues: 10% for
the fee assessed on May 1, 1988, 30% for the fee assessed on May 1, 1989, and 50%
for the fee assessed on May 1, 1990, and thereafter. For a qualified wholesale electric

company, “gross revenues” means total business revenues from those businesses

included under par. (e) 1. to 4. For a transmission company, “gross revenues” means
total operating revenues as reported to the public service commission, except

revenues for transmission service that is provided to a public utility that is subject

to the license fee under sub. (2) (d) or to a public utility, as defined in s, 196.01 (5).

SEcTION 11, 76.28 (1) (e) (intro.) of the statutes is amended to read:

76.28 (1) (e) (intro.) “Light, heat and power companies” means any person,
association, company or corporation, including corporations described in s. 66.069 (2)
and-including, qualified wholesale electric companies and transmission companies
and except only business enterprises carried on exclusively either for the private use
of the person, association, company or corporation engaged in them, or for the private
use of a person, association, company or corporation owning a majority of all
outstanding capital stock or who control the operation of business enterprises and
except electric cooperatives taxed under s. 76.48 that engage in any of the following

businesses:

SEcTION 12. 76.28 (1) (e) 5. of the statutes is created to read:
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76.28 (1) (e) 5. Transmitting electric current for light, heat or power.

SEcTION 13, 76.28 (1) (j) of the statutes is created to read:

76.28 (1) (j) “Transmission company” has the meaning given in s. 196.485 (1)
(ge).

SECTION 14. 76.28 (2) (c) (intro.) of the statutes is amended to read:

76.28 (2) (¢c) (intro.) Eer Except as provided under par. (e), for private light, heat
and power companies for 1986 and thereafter, an amount equal to the apportionment
factor multiplied by the sum of:

SECTION 15. 76.28 (2) (d) of the statutes is amended to read: ;

76.28 (2) (d) For Except as provided under par. (e), for municipal light, heat and
power companies, an amount equal to the gross revenues, except gross revenues from
operations within the municipality that operates the company, vmultiplied by the
rates under par. (b) or (c).

SECTION 16. 76.28 (2) (e) of the statutes is created to read:

76.28 (2) (e) For transmission companies, an amount equal to the gross
revenues multiplied by the rates under par. (c).

SEcTION 17. 196.025 of the statutes is renumbered 196.025 (1).

SECTION 18. 196.025 (2) of the statutes is created to read:

196.025 (2) The commission shall promulgate rules establishing requirements
and procedures for the commission to carry out the duties under s. 1.11. Rules
promulgated under this subsection shall include requirements and procedures for
each of the following:

(a) Standards for determining the necessity of preparing an environmental

impact statement.



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

1999 — 2000 Legislature -20- LRB-3150/P3
MDK:kmg:ksh

SEcTION 18

(b) Adequate opportunities for interested persons to be heard on environmental
impact statements, including adequate time for the preparation and submission of
comments.

(c) Deadlines that allow thorough review of environmental issues without
imposing unnecessary delays in addressing the need for additional electric
transmission capacity in this state.

SECTION 19. 196.025 (3) of the statutes is created to read:

196.025 (3) The commission shall promulgate rules establishing requirements
and procedures for electric utilities, as defined under s. 196.491 (1) (d), tofile reports
with the commission, on a frequency that the commission determines is reasonably
necessary, on their current reliability status, including the status of operating and
planning reserves, available transmission capacity and outages of major operational
units and transmission lines. A report filed under the rules promulgated under this
subsection is subject to inspection and copying under s. 19.35 (1), except that the
commission may withhold the report from inspection and copying for a period of time
that the commission determines is reasonably necessary to prevent an adverse
impact on the supply or price of energy in this state.

SEcTION 20. 196.025 (4) of the statutes is created to read:

196.025 (4) (a) In consultation with the department of administration and the
department of revenue, the commission shall study the establishment of a program
for providing incentives for the development of high—efficiency, small-scale electric
generating facilities in this state that do either of the following:

1. Provide benefits in the form of support for electric distribution or

transmission systems, power quality or environmental performance.
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2. Employ technologies such as combined heat and power systems, fuel cells,
mircroturbines or photovoltalic systems that may be situated in, on or next to
buildings or other electric load centers.

(b) No later than January 1, 2001, the commission shall submit a report of its
findings and recommendations under par. (a) to the chief clerk of each house of the
legislature for distribution to the appropriate standing committees under s. 13.172
(3).

SEcTION 21. 196.025 (5) of the statutes is created to.read:

196.025 (5) (a) The commission shall contract with an expert consultant in
economics to conduct a study on the potential for horizontal market power, including
the horizontal market power of electric generators, to frustrate the creation of an
effectively competitive retail electricity market in this state and to make
recommendations on measures to eliminate such market power on a sustainable
basis. The study shall include each of the following:

1. An assessment of the effect of each recommendation on public utility workers
and s‘hareholders and on rates for each class of public utility customers.

2. An evaluation of the impact of transmission constraints on the market power
of electric generators in local areas.

(b) No later than January 1, 2001, the commission shall submit a report of the
results of the study under par. (a) to the chief clerk of each house of the legislature
for distribution to the appropriate standing committees under s. 13.172 (3).

SECTION 22. 196.192 of the statutes is created to read:

196.192 Market-based compensation, rates and contracts. (1) In this
section, “electric public utility” means a public utility whose purpose is the

generation, transmission, delivery or furnishing of electric power.
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SECTION 22

(2) No later than March 1, 2000, each investor—owned electric public utility
shall do each of the following:

(a) File with the commission rates that result in customers receiving
market—based compensation for voluntary interruptions of firm load during peak
periods of electric use.

(b) File with the commission market-based pricing and individual contract
options that allow a retail customer, through service from its existing public utility,
to receive market benefits and subject itself to market risks for the customer’s
purchases of capacity or energy.

(8) (a) The commission shall establish market—based rates that are consistent
with market—based pricing options and individual contract options specified in sub.
(2) (b), except that the commission may not establish a market—based rate unless the
commission determines that the rate is not likely to harm shareholders of the
investor-owned electric public utility or customers who are not subject to the rate.

(b) Nothingin s. 196.20, 196.21, 196.22, 196.37, 196.60 or 196.604 prohibits the
commission from apbroving a filing under sub. (2) or establishing market—based
rates under par. (a).

(4) Subject to the approval of the commission, an electric public utility that is
not an investor-owned electric public utility may implement market-based rates
established under sub. (3) (a) or implement market-based pricing or individual
contract options in filings under sub. (2) (b) that are approved by the commission.

SECTION 23. 196.31 (1) (intro.) of the statutes is amended to read:

196.31 (1) (intro.) In any proceeding before the commission, the commission

may shall compensate any participant in the proceeding who is not a public utility,



© 00 3 O ot W N

o e e e e —
® 9 & oA @ BB

19
20
21
22
23
24

25

1999 — 2000 Legislature -23- ﬁgﬁf&?@ﬁ

SEcTION 23

for some or all of the reasonable costs of participation in the proceeding if the
commission finds that:

SECTION 24. 196.374 of the statutes is repealed and recreated to read:

196.374 Low-income assistance, energy efficiency and other
programs. (1) In this section:

(a) “Department” means the department of administration.

(b) “Fund” means the utility public benefits fund.

(e) “Utility” means a class A gas or electric utility, as defined by the commission,
but does not include a municipal utility, as defined in s. 16.957 (1) (g), a municipzﬂ
electric company, as defined in s. 66.073 (3) (d), or a cooperative association organized
under ch. 185.

(2) The commission shall determine the amount that each utility spent in 1998
on programs for low—income assistance, including writing off uncollectibles and
arrearages, low—income weatherization, energy conservation and efficiency,
environmental research and development, and renewable resources.

(3) In 1999, 2000 and 2001, the commission shall require each utility to spend
a decreasing portion of the amount determined under sub. (2) on programs specified
in sub. (2) and contribute the remaining portion of the amount to the commission for
deposit in the fund. In each year after 2001, each utility shall contribute the entire
amount determined under sub. (2) to the commission for deposit in the fund. The
commission shall ensure in rate-making orders that a utility recovers from its
ratepayers the amounts spent on programs or contributed to the fund under this
subsection. The commission shall allow each utility the option of continuing to use,
until January 1, 2001, the m;)neys that it has recovered under s. 196.374 (3), 1997

stats., to administer the programs that it has funded unders. 196.374 (1), 1997 stats.
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SECTION 24

(4) Ifthe department notifies the commission under s. 168.957 (2) (b) 2. that the
department has reduced funding for energy conservation and efficiency and
renewable resource programs, the commission shall reduce the amount that a utility
is required to spend on programs or contribute to the fund under sub. (3) by the
percentage by which the department has reduced the funding.

SECTION 25. 196.378 of the statutes is created to read:

196.378 Renewable resources. (1) DEFINITIONS. In this section:

(a) “Biomass” means a resource that derives energy from wood or plant
material or residue, biological waste, crops grown for use as a resource or landfill
gases. “Biomass” does not include garbage, as defined in s. 289.01 (9), or
nonvegetation—based industrial, commercial or household waste, except that
“biomass” includes refuse~derived fuel used for a renewable facility that was in
service in this state before January 1, 1998,

(b) “Conventional resource” means a resource that derives energy from coal, oil,
nuclear power or natural gas, except for natural gas used in a fuel cell.

(bm) “Department” means the depa.rtment of administration.

(c) “Electric provider” means an electric utility or retail electric cooperative.

(d) “Electric utility” means a public utility that sells electricity at retail. For
purposes of this paragraph, a public utility is not considered‘ to sell electricity at
retail solely on the basis of its ownership or operation of a retail electric distribution
system.

(e) “Excludable renewable capacity” means the portion of an electric provider’s
total renewable capacity that is supplied from renewable facilities that were placed

in service before January 1, 1998, and that, before January 1, 1998, derived
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electricity from hydroelectric power, even if the output of the renewable facilities is
used to satisfy requirements under federal law.

(f) “Nonsystem renewable energy” means the amount of electricity that an
electric provider sells to its retail customers and that is supplied or allocated under
executed wholesale purchase contracts from renewable facilities that are not owned
or operated by the electric provider. “Nonsystem renewable energy” does not include
any electricity that is not used to satisfy the electric provider’s retail load obligations.

(g) “Renewable resource” means any of the following:

1. A resource that derives electricity from any of the following:

a. A fuel cell that uses, as determined by the commission, a renewable fuel.

b. Tidal or wave action.

c. Solar thermal electric or photovoltaic energy.

d. Wind power.

e. Geothermal technology.

g. Biomass.

Im. A resource with a capacity of less than 60 megawatts that derives
electricity from hydroelectric power.

2. Any other resource, except a conventional resource, that the commission
designates as a renewable resource in rules promulgated under sub. (4).

(h) “Renewable facility” means an installed and operational electric generating
facility in which energy is derived from a renewable resource. “Renewable facility”
includes a facility the installation or operation of which is required under federal law,
but does not include a facility the installation or operation of which is required under

the laws of another state even if the installation or operation of the facility is also

required under federal law.
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SECTION 25

(i) “Renewable resource credit” means a credit calculated in accordance with
rules promulgated under sub. (3) (a).

() “Resource” means a source of electric power generation.

(k) “Retail electric cooperative” means a cooperative association organized
under ch. 185 that sells electricity at retail to its members only. For purposes of this
paragraph, a cooperative association is not considered to sell electricity at retail
solely on the basis of its ownership or operation of a retail electric distribution
system.

(n) “System renewable energy” means the amount of electricity that an electric
provider sells to its retail customers and that is supplied by renewable facilities
owned or operated by the electric provider.

(0) “Total renewable energy” means the sum of an electric provider’s system and
nonsystem renewable energy.

(2) RENEWABLE RESOURCE ENERGY. (a) Each electric provider shall provide to its
retail electric customers total renewable energy in at _least the following percentages
of its total retail energy sales, either directly or through renewable resource credits
from another electric provider:

1. By December 31, 2000, 0.5%.

2. By December 31, 2002, 0.85%.

By December 31, 2004, 1.2%.

-~

By December 31, 2006, 1.55%.
5. By December 31, 2008, 1.9%.
6. By December 31, 2010, 2.2%.

(b) For purposes of determining compliance with par. (a):
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SECTION 25

1. Total retail energy sales shall be calculated on the basis of an average of an
electric provider’s retail energy sales in this state during the prior 8 years.

2. The amount of electricity supplied by a renewable facility in which biomass
and conventional fuels are fired together shall be equal to the product of the
maximum amount of electricity that the facility is capable of generating and the ratio
of the British thermal unit content of the biomass fuels to the British thermal unit
content of both the biomass and conventional resource fuels.

3. Any excludable renewable_ energy that exceeds 0.6% of an electric provider’s
total retail energy sales shall be excluded from the electric provider’s total renewable
energy.

(¢) No later than April 15 annually, an electric proviyder shall submit a report
to the department that describes the electric provider’s compliance with par. (a).
Reports under this paragraph may include certifications from wholesale suppliers
regarding the sources and amounts of energy supplied to an electric provider. The
department may specify the documentation that is required to be included with
repor'ts submitted under this paragraph.

(d) The commission shall ensure in rate-making orders that an electric utility
recovers from ratepayers the cost of providing total renewable energy to its retail
customers in amounts that equal or exceed the percentages specified in par. (a).
Subject to any approval of the commission that is necessary, an electric utility may
recover costs under this paragraph by any of the following methods:

1. Allocating the costs equally to all customers on a kilowatt—hour basis.

2. Establishing alternative price structures, including price structures under
which customers pay a premium for renewable energy.

3. Any combination of the methods specified in subds. 1. and 2.
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SECTION 25

(e) 1. This subsection does not apply to any of the following:

a. An electric provider that provides more than 10% of its summer peak demand
in this state from renewable facilities.

b.\ An electric provider that provides more than 10% of its summer peak demand
from renewable resources. |

2. For purposes of calculating the percentages under subd. 1., an electric
provider may include renewable facilities located in this or another state and
renewable facilities located on its or another electric provider’s system.

3. Notwithstanding subd. 1., this subsection applies to an electric provider
unless the electric provider provides documentation to the commission that
establishes, to the satisfaction of the commission, that the electric provider satisfies
the requirements under subd. 1. a. or b.

(3) RENEWABLE RESOURCE CREDITS. (a) An electric provider that provides total
renewable energy to its retail electric customers in excess of the percentages
specified in sub. (2) (a) 1. to 6. may, in the applicable year, sell to any other electric
provider a renewable resource credit or a portion of a renewable resource credit at
any negotiated price. Alternatively, an electric provider may use a renewable
resource credit or portion of a renewable resource credit in a subsequent year to
establish compliance with sub. (2) (a). The commission shall promulgate rules that
establish requirements for calculating the amount of a renewable resource credit.

(b) The commission may promulgate rules that establish requirements and
procedures for a sale under par. (a).

(4) RuLEs. The commission may promulgate rules that designate a resource,

except for a conventional resource, as a renewable resource in addition to the

resources specified in sub. (1) (g) 1. and 1m.
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SEcTION 25

(5) PENALTY. Any person who violates sub. (2) or any wholesale supplier who
provides an electric provider with a false or misleading certification regarding the
sources or amounts of energy supplied to the electric provider shall forfeit not less
than $5,000 nor more than $500,000. Forfeitures under this subsection shall be
enforced by action on behalf of the state by the attorney general. A court imposing
a forfeiture under this subsection shall consider all of the following in determining
the amount of the forfeiture:

(a) The appropriateness of the forfeiture to the person’s or wholesale supplier’s
volume of business.

(b) The gravity of the violation.

(c) Whether a violation of sub. (2) is due to circumstances beyond the violator’s
control. |

SEcCTION 26. 196.485 (title) of the statutes is repealed and recreated to read:

196.485 (title) Transmission system requirements.

SECTION 27. 196.485 (1) (am) of the statutes is created to read:

196.485 (1) (am) “Contribute a transmission facility” means to divest a person’s
interest in the transmission facility and to transfer ownership of the transmission
facility and associated deferred tax reserves to another person.

SECTION 28. 196.485 (1) (be) of the statutes is created to read:

196.485 (1) (be) “Director” means, with respect to a transmission company
organized as a corporation under ch. 180, a member of the board of directors of the
transmission company.

SEcCTION 29. 196.485 (1) (bs) of the statutes is created to read:

196.485 (1) (bs) “Electr‘ic utility” has the meaning given in s. 196.491 (1) (d).

SEcTION 30. 196.485 (1) (dm) (intro.) of the statutes is amended to read:
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196.485 (1) (dm) (intro.) “Independent transmission owner” means;

1m. Means a person that satisfies each of the following:

SECTION 31. 196.485 (1) (dm) 1. of the statutes is renumbered 196.485 (1) (dm)
1m. a.

SECTION 32. 196.485 (1) (dm) 2. of the statutes is created to read:

196.485 (1) (dm) 2. Does not include the transmission company.

SECTION 33. 196.485 (1) (dm) 3. of the statutes is renumbered 196.485 (1) (dm)
1m. b. and amended to read:

196.485 (1) (dm) 1m. b. The person is not an affiliated interest of a person
specified in subd. 3 1m. a.

SECTION 34. 196.485 (1) (do) of the statutes is created to read:

196.485 (1) (do) “Land right” means any right in real property, including fee
simple ownership or a right—of-way or easement, that has been acquired for a
transmission facility that is located or intended to be located on the real property.

SecTION 85. 196.485 (1) (dq) of the statutes is created to read:

196.485 (1) (dq) “Manager” means, with respect to a transmission company
organized as a limited liability company under ch. 183, a manager, as defined in s.
183.0102 (13), of the transmission company.

SECTION 36. 196.485 (1) (dr) of the statutes is created to read:

196.485 (1) (dr) “Merger enforcement policy” means the enforcement policy of
the federal department of justice and the federal trade commission regarding
horizontal acquisitions and mergers that are subject to 15 USC 1, 18 or 45.

SEcTION 87. 196.485 (1) (ds) of the statutes is created to read:

196.485 (1) (ds) “Midwest independent system operator” means the

independent system operator the establishment of which the federal energy
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regulatory commission has conditionally authorized in an orderissued on September
16, 1998, or the successor to such independent system operator.

SECTION 38. 196.485 (1) (dt) of the statutes is created to read:

196.485 (1) (dt) “Nontransmission utility security holder” means a security
holder that is not a transmission utility security holder.

SECTION 39. 196.485 (1) (dv) of the statutes is created to read:

196.485 (1) (dv) “Organizational start—up date” means, with respect to a
transmission company that is organized as a limited liability company under ch. 183,
the date on which the articles of organization become effective under s. 183.0111 or,
with respect to a transmission company that is organized as a corporation under ch.
180, the date on which the articles of incorporation become effective under s.
180.0123.

SECTION 40. 196.485 (1) (em) of the statutes is created to read:

196.485 (1) (em) “Retail electric cooperative” means a cooperative that provides
x:etail electric service.

SEcTION 41. 196.485 (1) (fe) of the statutes is created to read:

196.485 (1) (fe) “Security” means, with respect to a transmission company
organized as a corporation under ch. 180, a share, as defined in s. 180.0103 (15), and,
with respect to a transmission company organized as a limited liability company
under ch. 183, a limited liability company interest, as defined in s. 183.0102 (11).

SECTION 42, 196.485 (1) (ge) of the statutes is created to read:

196.485 (1) (ge) “Transmission company” means a corporation organized under
ch. 180 or a limited liability company organized under ch. 183 that has as its sole
purpose the planning, constructing, operating, maintaining and expanding of

transmission facilities that it owns to provide for an adequate and reliable
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SECTION 42
transmission system that meets the needs of all users that are dependent on the
transmission system and that supports effective competition in energy markets
without favoring any market participant.

SECTION 43. 196.485 (1) (gm) of the statutes is created to read:

196.485 (1) (gm) “Transmission dependent utility” means a public utility that
is dependent on the transmission system of another person for delivering electricity
to the public utility’s customers.

SECTION 44. 196.485 (1) (j) of the statutes is created to read:

196.485 (1) (j) “Transmission utility shareholder” means a person that is a
shareholder of a transmission company organized as a corporation under ch. 180, is
an investor-owned transmission utility in the transmission area and has
contributed its transmission facilities to the transmission company.

SECTION 45. 196.485 (1m) of the statutes is created to read:

196.485 (Im) DUTY TO PROVIDE TRANSMISSION SERVICE. (a) The duty of any
electric utility that has contributed its transmission facilities to the transmission
company to finance, construct, maintain or operate a transmission facility shall
terminate on the date, as determined by the commission under sub. (2) (d), that the
transmission company is authorized to begin operations.

(b) After beginning operations, the transmission company shall have the
exclusive duty to provide transmission service in the transmission area. The duty
under this paragraph shall terminate on the date, as determined by the commission
under sub. (2) (d), that the Midwest independent system operator is authorized to
begin operations.

(c) After beginning operations, the Midwest independent system operator shall

have the exclusive duty to provide transmission service in the transmission area and
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shall ensure that each transmission facility in the transmission area that is under
its operational control is planned, constructed, operated, maintained and controlled
as part of a single transmission system.

SECTION 46. 196.485 (2) (a) (intro.) of the statutes is amended to read:

196.485 (2) (a) (intro.) By June 30, 2000, if a transmission utility has not
transferred control over its transmission facilities to an independent system
operator that is approved by the applicable federal agency or divested, with approval
of the applicable federal agency and, for a public utility, the commission, its interest
in its transmission facilities to an independent transmission owner, the commission
shall, subject to par: pars. (am) and (ar), order the transmission utility to apply to the
applicable federal agency to do one of the following:

SECTION 47. 196.485 (2) (ar) of the statutes is created to read:

196.485 (2) (ar) The commission shall waive the requirement to issue an order
against a transmission utility under par. (a) if the transmission utility shows, to the
satisfaction of the commission, that the transmission utility hés proposed to transfer
contr;>1 of itg transmission facilities to the Midwest independent system operator and
that the proposed transfer may have the effect of jeopardizing the tax—exempt status
of the transmission utility or its securities under the Internal Revenue Code. A
waiver under this paragraph shall be in effect until the commission determines that
the proposed transfer does not have the effect described in this paragraph.

SECTION 48. 196.485 (2) (bx) of the statutes is created to read:

196.485 (2) (bx) If the commission determines that the Midwest independent
system operator has failed to commence operations or has ceased operations, the
commission shall, by order, designate an independent system operator to fulfill the

duties of the Midwest independent system operator under this section. The
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SECTION 48
commission may not designate an independent system operator under this
paragraph unless the independent system operator is authorized under federal law
to operate in this state. In issuing an order under this paragraph, the commission
shall require that any transfer of transmission utilities to the designated
independent system operator satisfy the requirements of this section.

SECTION 49. 196.485 (2) (d) of the statutes is created to read:

196.485 (2) (d) The commission shall determine each of the following:

1. The date on which the transmission company is authorized to begin
operations.

2. Whether the Midwest independent system operator is authorized to begin
operations and the date on which such operations are authorized to begin.

SECTION 50. 196.485 (2) (e) of the statutes is created to read:

196.485 (2) (e) The commission shall determine the effective date of s. 196.807
as provided under s. 196.807 (5).

SECTION 51. 196.485 (3) (bm) of the statutes is repealed.

SECTION 52. 196.485 (3m) of the statutes is created to read:

196.485 (3m) TRANSMISSION COMPANY. (a) Duties. 1. The transmission company
shall do each of the following:

a. Apply for any approval under state or federal law that is necessary for the
transmission company to begin operations no later than November 1, 2000.

b. Subject to any approval required under state or federal law, contract with
each transmission utility that has transferred transmission facilities to the
transmission company for the transmission utility to provide reasonable and
cost—effective operation and maintenance services to the transmission company

during the 3—year period after the transmission company first begins operations.
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The transmission company and a transmission utility may agree to an extension of
such 3—year period. The transmission company shall provide notice to the
commission of any extension that is agreed to under this subd. 1. b.

c. Assume the obligation of a transmission utility that has transferred
ownership of its transmission facilities to the transmission company under any
agreement by the transmission utility to provide transmission service over its
transmission facilities or under any credit received by the transmission utility for the
use of its transmission facilities, except that the transmission company may modify
such an agreement or credit to the extent allowed under the agreement or credit and
to the extent allowed under state or federal law.

d. Apply for membership in the Midwest independent system operator as part
of a single zone that includes the transmission area and, upon a determination by
the commission under sub. (2) (d) that the Midwest independent system operator is
authorized to begin operations, transfer operational control of the transmission
company’s transmission facilities to the Midwest independent system operator.

e. Remain a member of the Midwest independent system operator, or any
independent system operator that has been approved under federal law to succeed
the Midwest independent‘ operator, for at least the 6—year transition period that is
specified in the agreement conditionally approved by the federal energy regulatory
commission that establishes the Midwest independent system operator.

f. Except as provided in subd. 4., elect to be included in‘ a single zone for the
purpose of any tariff proposed by the Midwest independent system operator.

2. The transmission company may not do any of the following:

a. Sell or transfer its ass'ets to, or merge its assets with, another person, unless

the assets are sold, transferred or merged on an integrated basis and in a manner
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SECTION 52
that ensures that the transmission facilities in the transmission area are planned,
constructed, operated, maintained and controlled as a single transmission system.

b. Bypass the distribution facilities of an electric utility or provide service
directly to a retail customer.

c. Own electric generation facilities or sell, market or broker electric capacity
or energy in a relevant wholesale or retail market as established under the merger
enforcement policy, except that, if authorized or required by the federal energy
regulatory commission, the transmission company may procure or resell ancillary
services from 3rd parties, engage in redispatch activities that are necessary to relieve
transmission constraints or take other actions related to operating a control area.

3. Notwithstanding subd. 1. a., the transmission company may not begin
operations until it provides an opinion to the commission from a nationally
recognized investment banking firm that the transmission company is able to
finance, at a reasonable cost, its start—up costs, working capital and operating
expenses and the cost of any new facilities that are planned.

4. Ifthe transmission costs of any transmission utility in the transmission area
are 10% or more below the average transmission costs of the transmission utilities
in the transmission area on the date, as determined by the commission, that the last
public utility affiliate files a commitment with the commission under sub. (5) (a) 2.,
the transmission company shall, after consulting with each public utility affiliate
that has filed a commitment under sub. (5) (a) 2., prepare a plan for phasing in a
combined single zone for the purpose of pricing network use by users of the
transmission system operated by the Midwest independent system operator and
shall seek plan approval by the federal energy regulatory commission and the

Midwest independent system operator. A plan under this subdivision shall phase in
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an average—cost price for the combined single zone in equal increments over a 5-year
period, except that, under the plan, transmission service shall be provided to all
users of the transmission system on a single—zone basis during the phase—in period.

(b) Powers. The transmission company may do any of the following:

1. Subject to the approval of the commission under s. 196.491 (3), construct
transmission facilities, including high~voltage transmission lines, as defined in s.
196.491 (1) (f), in the transmission area or in any other area of the state in which
transmission facilities that have been contributed to the transmission company are
located. This subdivision does not affect the right or duty of an electric utility that
is not located in the transmission area or that has not contributed its transmission
facilities to the transmission company to construct transmission facilities.

2. Subject to any approval required under federal law, purchase or acquire

transmission facilities in addition to the transmission’facilities contributed under
sub. (5) (b).
‘ (c) Organization. The articles of organization, as defined in s. 183.0102 (1), of -
a transmission company that is organized as a limited liability company under ch.
183 orthe bylaws of atransmission company that is organized as a corporation under
ch. 180 shall provide for each of the following:

1. That the transmission company has no less than 5 and no more thén 14
managers or directors, except that the articles of incorporation or bylaws may allow
the requirements of this subdivision to be modified upon a unanimous vote of the
managers or directors during the 10—year period after the organizational start—up
date or upon a two—thirds vote of the board of directors after such 10—year period.

2. That at least 4 managers or directors of the transmission company have

staggered 4—year terms, are elected by a majority vote of the security holders and are
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SECTION 52
not employes or independent contractors of a person engaged in the production, sale,
marketing, transmission or distribution of electricity or natural gas or of an affiliate
of such a person.

3. That, during the 10-year period after the organizational start—up date, each
of the following is satisfied, subject to the limitation on the number of managers or
directors under subd. 1.:

a. Each nontransmission utility security holder that owns 10% or more of the
outstanding securities of the transmission company may appoint one manager or
director of the transmission company for a one-year term, except that the
requirements of this subd. 8. a. may be modified upon a unanimous vote of the
managers or directors.

b. Each group of nontransmission utility security holders that owns 10% or
more of the outstanding securities of the transmission company may appoint one
manager or director of the transmission company for a one—year term if the group
has entered into a written agreement regarding the appointment and the group files
the agreement with the secretary of the transmission company, except that the
requirements of this subd. 8. b. may be modified upon a unanimous vote of the
managers or directors.

c. Each person that receives at least 5% of the securities of the transmission
company under sub. (6) (a) or (b) may appoint one manager or director of the
transmission company for a one—year term if the person continues to hold at least a
5% equity interest in the transmission company during the one—year term.

d. Each transmission utility security holder may appoint one manager or

director of the transmission company for a one—year term.
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4. That, during the 5-year period after the organizational start-up date, no
public utility affiliate that cdntributes transmission facility assets to the
transmission company under sub. (5) (b) and no affiliate of such a public utility
affiliate may increase its percentage share of the outstanding securities of the
transmission company prior to any initial issuance of securities by the transmission
company to any 3rd party other than a 3rd party exercising its right to purchase
securities under sub. (6) (b), except that this subdivision does not apply to securities
that are issued by the transmission company in exchange for transmission facililies
that are contributed in addition to the transmission facilities that are contributed
under sub. (5) (b) and except that the requirements of this subdivision may be
modified upon a unanimous vote of the managers or directors.

5. That, beginning 38 years after the organizational start—up date, any holder
of 10% or more of the securities of the transmission company may require the
transmission company to comply with any state or federal law that is necessary for
the security holder to sell or transfer its shares.

(d) Commission jurisdiction. The transmission company is subject to the
jurisdiction of the commission except to the extent that it is subject to the exclusive
jurisdiction of the federal energy regulatory commission.

SE&I‘ION 53. 196.485 (4) (a) (intro.) of the statutes is amended to read:

196.485 (4) (a) (intro.) -A- Except as provided in par. (am), a transmission utility
may not transfer control over, or divest its interest in, its transmission facilities to
an independent system operator or independent transmission owner unless, to the
satisfaction of the commission, each of the following requirements is satisfied:

SEcTION 54. 196.485 (4) (am) of the statutes is created to read:
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196.485 (4) (am) If the commission determines under sub. (2) (d) 2. that the
Midwest independent system operator is authorized to begin operations, each
transmission utility in the transmission area that is a public utility shall transfer
operational control over its transmission facilities to the Midwest independent
system operator and each such transmission utility that has not contributed its
tfansmission facilities to the transmission company shall elect to become part of a
single zone within the Midwest independent system operator.

SECTION 55. 196.485 (5) of the statutes is created to read:

196.485 (5) PUBLIC UTILITY AFFILIATES. (a) Asset cap exception. Section 196.795
(6m) (e) does not apply to the eligible assets of a nonutility affiliate in a holding
company system unless each public utility affiliate in the holding company system
does each of the following:

1. Petitions the commission and the federal energy regulatory commission to
approve the transfer of operational control of all the public utility affiliate’s
transmission facilities in this state and in Iowa, Michigan, Minnesota and Illinois to
the Midwest independent system operator.

2. Files with the commission an unconditional, irrevocable and binding
commitment to contribute, no later than June 30, 2000, all of the transmission
facilities that the public utility affiliate owns or operates in this state on the effective
date of this subdivision .... [revisor inserts datel, and land rights, to the transmission
company. A filing under this subdivision shall specify the date on which the public
utility affiliate will complete the contribution of transmission facilities.

3. Files with the commission an unconditional, irrevocable and binding
commitment to contribute, and to cause each entity into which it merges or

consolidates or to which it transfers substantially all of its assets to contribute, any
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transmission facility in this state the ownership or control of which it acquires after
the effective date of this subdivision .... [revisor inserts date], and land rights, to the
transmission company.

4. Notifies the commission in writing that the public utility affiliate has become
a member of the Midwest independent system operator and has committed not to
withdraw its membership prior to the date on which the public utility affiliate
contributes transmission facilities to the transmission company under par. (b).

(b) Contribution of transmission facilities. 1. A public utility affiliate may not
contribute a transmission facility to the transmission company until the commission
has reviewed the terms and conditions of the transfer to determine whether the
transfer satisfies the requirements of this paragraph and has issued an order
approving or modifying the terms and conditions of the transfer. An order under this
subdivision that modifies the terms and conditions of a traﬁsfer may allow a public
utility affiliate to recover in retail rates any adverse tax consequences of the transfer
as a transition cost.

2. The transmission company and a public utility affiliate that files a
commitment to contribute transmission facilities under par. (a) 2. shall structure the
transfer of the transmission facilities in a manner that satisfies each of the following:

a. The structure of the transfer minimizes the material adverse tax
consequences to the public utility affiliate that result from the transfer and any other
material adverse tax consequence that does not result from combining transmission
facilities into a single zone under the control of the Midwest independent system
operator.

b. To the extent prac':ticable, the structure of the transfer satisfies the

requirements of the Internal Revenue Service for a tax—free transfer.
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3. The requirements under subd. 2. b. shall, if practicable, be satisfied by the
transmission company’s issuance of a preferred class of securities that provides the
fixed—cost portion of the resulting capital structure of the transmission company.
The transmission company shall issue preferred securities under this subdivision on
a basis that does not dilute the voting rights of the initial security holders relative
to their initial contributions.

4. If the transfer of transmission assets under this paragraph results in a
capital structure of the transmission company in which the percentage of common
equity is materially higher than that of the public utility affiliates who made the
transfer, or if the cost of the fixed—cost portion of the capital structure of the
transmission company is materially higher than that of the public utility affiliates
who made the transfer, the public utility affiliates shall enter into a contract with the
transmission company under which the public utility affiliates agree to accept ffom
the transmission company a return on common equity based upon the equity rate of
return approved by the federal energy regulatory commission and upon an imputed
capital structure that assigns to a porti;)n of the public utility affiliates’ common
equity holdings an imputed debt return that is consistent with the requirements of
this subdivision. A contract under this subdivision shall specify that the public
utility affiliates shall be required to accept the return on common equity described
in this subdivision only until such time that the federal energy regulatory
commission determines that the actual capital structure and capital costs of the
transmission company are appropriate and consistent with industry practice for a

regulated public utility that provides electric transmission service in interstate

commerce.
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5. If, at the time that a public utility affiliate files a commitment under par. (a)
2., the public utility affiliate has applied for or obtained a certificate of public
convenience and necessity under s. 196.491 (3) for the construction of transmission
facilities, the public utility affiliate shall do each of the following:

a. Proceed with diligence with respect to obtaining the certificate and, except
as provided in subd. 6., constructing the transmission facilities.

b. If the commission determines that the cost of the transmission facilities is
reasonable and prudent, transfer the transmission facilities to the transmission
company at net book value when construction is completed in exchange for additional
securities of the transmission company on a basis that is consistent with the
securities that were initially issued to the public utility affiliate.

6. If the construction of a transmission facility specified in subd. 5. a. is not
completed within 3 years after a certificate of public convenience and necessity is
issued for the transmission facility under s. 196.491 (3), the transmission company
r.nay assume responsibility for completing construction of the transmission facility.
If the transmission company assumes responsibility for completing construction
under this subdivision, the transmission company shall carry out any obligation
under any contract entered into by the public utility with respect to the construction
until the contract is modified or rescinded by the transmission company to the extent
allowed under the contract.

7. Any transmission facilities that are contributed to the transmission
company shall be valued at net book value at the time of the transfer.

(bm) Lease of transmission facilities. If a public utility affiliate is not able to
transfer ownership of its transmission facilities to the transmission company due to

merger—related accounting requirements, the public utility affiliate shall transfer
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the transmission facilities to the transmission company under a lease for the period
of time during which the accounting requirements are in effect and, after such
requirements are no longer in effect, contribute the transmission facilities to the
transmission company under par. (b). A public utility affiliate that transfers
transmission facilities under a lease under this paragraph does not qualify for the
asset cap exception under par. (a) unless, during the term of the lease, the public
utility affiliate does not receive any voting interest in the transmission company.

(¢) Contribution of land rights. 1. A public utility affiliate that commits to
contributing land rights to the transmission company under par. (a) 2. shall do each
of the following:

a. Except as provided in subd. 2., if the land right is assigned to a transmission
account for rate-making purposes and Vis not jointly used for electric and gas
distribution facilities by the public utility affiliate, the public utility affiliate shall
convey or assign at book value all of its interest in the land right to the transmission
company, except that any conveyance or assignment under this subd. 1. a. shall be
subject to the rights of any joint user of the land right and to the right of the public
utility affiliate to nondiscriminatory access to the real estate that is subject to the
land right.

b. If the land right is jointly used, or is intended to be jointly used, for electric
and gas distribution facilities by the public utility affiliate, the public utility affiliate
shall enter into a contract with the transmission company that grants the
transmission company a right to place, maintain, modify or replace the transmission
company’s transmission facilities on the real property that is subject to the land right
during the life of the transmission facilities and the life of any replacements of the

transmission facilities. A right granted in a contract under this subd. 1. b. shall be
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paramount to the right of any other user of the land right, except that a right granted
in such a contract shall be on par with the right of the public utility affiliate to use
the land right for electric or gas facilities.

2. If a public utility affiliate is prohibited from making a conveyance or
assignment described in subd. 1. a., the public utility affiliate shall enter into a
contract with the transmission company that grants the transmission company
substantially the same rights as under such a conveyance or assignment. For
purposes of a contract under this subdivision, a land right shall be valued at book
value, not at market value.

3. The commission shall resolve any dispute over the contribution of a land
right under subd. 1. or 2., including a dispute over the valuation of such a land right,
unless a federal agency exercises jurisdiction over the dispute. During the pendency
of any dispute that is before the commission or a federal agency, the transmission
company shall be entitled to use the land right that is the subject to the dispute and
shall be required to pay any compensation that is in dispute into an escrow account.

.SECTION 56. 196.485 (6) of the statutes is created to read:

196.485 (6) ELECTRIC UTILITIES, TRANSMISSION DEPENDENT UTILITIES AND RETAIL
ELECTRIC COOPERATIVES. No later than the first day of the 12th month beginning after
the first public utility affiliate files a commitment under sub. (5) (a) 2.:

(a) An electric utility may transfer all of its integrated transmission facilities
to the transmission company on the same terms and conditions as a contribution of
transmission facilities by a public utility affiliate under sub. (5) (b).

(b) A transmission—dependent utility or retail electric cooperative may
purchase equity interests in the transmission company at a price that is equivalent

to net book value and on terms and conditions that are comparable to those for public
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SECTION 56
utility affiliates that have contributed traﬁsmission facilities to the transmission
company. A purchaser under this paragraph shall contribute funds to the
transmission company that are no less than the value of its prorated shares based
on firm electric usage in this state in 1999.

SECTION 57. 196.485 (6m) of the statutes is created to read:

196.485 (6m) DIVIDENDS, PROFITS AND GAINS. The commission may not treat any
dividend received by a transmission utility from the transmission company or any
gain or profit of a transmission utility from the sale or other disposition of securities
issued by the transmission company as a credit against the retail revenue
requirements of the transmission utility.

SECTION 58. 196.485 (7) of the statutes is created to read:

196.485 (7) ENFORCEMENT. A wholesale or retail customer of a public utility
affiliate may petition the circuit court for Dane County for specific performance of
a commitment filed under sub. (5) (a) 2.

SECTION 59. 196.485 (8) of the statutes is created to read:

196.485 (8) PENALTIES. A public utility affiliate that fails to complete the
contribution of transmission facilities to the transmission company by the
completion date specified in the filing under sub. (5) (a) 2. shall forfeit $25,000 for
each day that completion of the contribution is delayed if the transmission company
is legally able to accept the contribution.

SECTION 60. 196.487 of the statutes is created to read:

196.487 Reliability of electric service. (1) DEFINITIONS. In this section:

(a) “Public utility affiliate” has the meaning giﬁren in s. 196.795 (1) (L).

(b) “Transmission company” has the meaning given in s. 196.485 (1) (ge).
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(2) CommMissiON ORDER. If the commission determines that a public utility
affiliate or the transmission company is not making investments in the facilities
under its control that are sufficient to ensure reliable electric service, the commission
shall order the public utility affiliate or transmission company to make adequate
investments in its facilities that are sufficient to ensure reliable electric service. An
order under this subsection shall require the public utility affiliate or transmission
company to provide security in an amount and form that, to the satisfaction of the
commission, is sufficient to ensure that the public utility affiliate or transmission
company expeditiously makes any investment that is ordered.

(8) CosTRECOVERY. The commission shall allow a public utility affiliate that is
subject to an order under sub. (2) to recover in its retail electric rates the costs that
are prudently incurred in complying with the order.

SECTION 61. 196.491 (3) (d) 3r. of the statutes is created to read:

196.491 (8) (d) 3r. For a high—voltage transmission line that is proposed to
increase the transmission import capability into this state, existing rights—of-way
are used to the extent practicable and the routing and design of the high—voltage
transmission line minimizes environmental impacts in a manner that is consistent
with achieving reasonable electric rates.

SECTION 62. 196.491 (3) (d) 3t. of the statutes is created to read:

196.491 (8) (d) 3t. For a high—voltage transmission line that is designed for
operation at a nominal voltage of 345 kilovolts or more, the high-voltage
transmission line provides usage, service or increased regional reliability benefits to
the wholesale and retail customers in this state and the benefits of the high—voltage

transmission line are reasonable in relation to the cost of the high-voltage

transmission line.
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SECTION 63

SECTION 63. 196.491 (8) (gm) of the statutes is created to read:

196.491 (3) (gm) The commission may not approve an application under this
section for a certificate of public convenience and necessity for a high—voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more unless the approval includes the condition that the applicant shall pay the
fees specified in sub. (3g). In é proceeding on such an application under this section,
the commission shall determine the cost of the high—voltage transmission line,
identify the counties, towns, villages and cities through which the high—voltage
transmission line is routed and allocate the amount of investment associated with
the high—voltage transmission line to each such county, town, village and city.

SECTION 64. 196.491 (3g) of the statutes is created to read:

196.491 (3g) FEES FOR CERTAIN HIGH-VOLTAGE TRANSMISSION LINES. A person who
receives a certificate of public convenience and necessity for a high—voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more under sub. (3) shall pay the department of administration an annual impact
fee as specified in the rules promulgated by the department of administration under
s. 16.969 (2) (a) and shall pay the department of administration a one—time _
environmental impact fee as specified in the rules promulgated by the department
of administration under s. 16.969 (2) (b).

SECTION 65. 196.491 (3m) (b) 2. of the statutes is amended to read:

196.491 (3m) (b) 2. The analytical process specified in subd. 1. b. shall, to the

extent practiéable, be consistent with the analytical process described in the merger
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SECTION 66. 196.494 (3) of the statutes is amended to read:
196.494 (3) Nelater-than Deecember 31,2004, the The commission may shall,

under this subsection, issue an order requiring an-eleetrie a public utility to construct
or procure, on a competitive basis, the construction of transmission facilities
specified by the commission in its order if the commission determines that;based-on
the-results-of the-study-under-sub—2); such construction is necessary to relieve a
constraint on a transmission system and the construction will materially benefit the
customers of the eleetrie public utility or ether electric utilities or of an independent
system operator, as defined in s. 196.485 (1) (d), or independent transmission owner,
as defined in s. 196.485 (1) (dm).

SECTION 67. 196.494 (4) of the statutes is amended to read:

196.494 (4) The commission shall allow an-eleetrie a public utility to recover
in its retail electric rates any costs that are prudently incurred by the public utility
in complying with an order under sub. (3).

SECTION 68. 196.494 (5) of the statutes is created to read:

196.494 (5) The governor may, on behalf of this state, enter into an interstate
compact that establishes a joint process for the states in the upper midwest region
of the United States to determine the need for and siting of regional electric
transmission facilities that may affect electric service in this state. The governor
may not enter into a compact under this subsection unless the compact includes
requirements and procedures for establishing each of the following:

(a) Compliance with each state’s environmental and siting standards for

transmission facilities.

(b) A regional need determination for transmission facilities.
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SECTION 68

(c) Amechanism for resolving conflicts between the states regarding the siting
of transmission facilities.

SECTION 69. 196.52 (3) (a) of the statutes is amended to read:

196.52 (3) (a) In this subsection, “contract or arrangement” means a contract
or arrangement providing for the furnishing of management, supervisory,
construction, engineering, accounting, legal, financial or similar services and any
contract or arrangement for the purchase, sale, lease or exchange of any property,
right, or thing, or for the furnishing of any service, property, right, or thing, other
than management, supervisory, construction, engineering, accounting, legal,
financial or similar services, but “contract or arrangement” does not include a
contract or arrangement under which a transmission utility, as defined in s. 196.485
(1) (i), sells or transfers securities, as defined in s. 196.485 (1) (fe), that have been
issued by a transmission company, as defined in s. 196.485 (1) (ge). Except as

provided under par. (b), unless and until the commission gives its written approval,
any contract or arrangement is not valid or effective if the contract or arrangement
is made between a public utility and an affiliated interest after June 7, 1931. Every
public utility shall file with the commission a verified copy of any contract or
arrangement, a verified summary of any unwritten contract or arrangement, and
any contract or arrangement, written or unwritten, which was in effect on June 7,
1931. The commission shall approve a contract or arrangement made or entered into
after June 7, 1931, only if it shall clearly appear and be established upon
investigation that it is reasonable and consistent with the public interest. The
commission may not approve any contract or arrangement unless satisfactory proof
is submitted to the commission of the cost to the affiliated interest of rendering the

services or of furnishing the property or service to each public utility or of the cost
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to the public utility of rendering the services or of furnishing the property or service
to each affiliated interest. No proof is satisfactory under this paragraph unless it
includes the original (or verified copies) of the relevant cost records and other
relevant accounts of the affiliated interest, or an abstract of the records and accounts
or a summary taken from the records and accounts if the commission deems the
abstract or summary adequate. The accounts shall be properly identified and duly
authenticated. The commission, wheré reasonable, may approve or disapprove a
contract or arrangement without submission of the cost records or accounts.
SECTION 70. 196.795 (1) (g) 1. of the statutes is amended to read:

196.795 (1) (g) 1. As a beneficial owner, to take, hold or acquire 5% or more of

the outstanding voting securities of a public utility, other than a transmission
company, with the unconditional power to vote those securities.

SECTION 71. 196.795 (1) (g) 2. of the statutes is amended to read:

196.795 (1) (g) 2. To exchange or convert 50% or more of the outstanding voting
securities of a public utility, other than a municipality or other political subdivision
or a transmission company, for or into the voting securities of a company organized,
created, appointed or formed by or at the direction of the public utility or of a
subsidiary of such company.

SECTION 72. 196.795 (1) (h) 3. of the statutes is created to read:

196.795 (1) (h) 3. “Holding company” does not include a transmission company.

SECTION 73. 196.795 (1) (p) of the statutes is created to read:

196.795 (1) (p) “Transmission company” has the meaning given in s. 196.485

(1) (ge).
SECTION 74. 196.795 (5) (i) 1. of the statutes is amended to read:
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SECTION 74
196.795 (5) (i) 1. Shall consider the public utility affiliate as a wholly
independent corporation and shall impute a capital structure to the public utility

ffiliate and establish a cost of capital for th lic utili ili tand—alone

basis;

SEcTION 75. 196.795 (5) (p) 1., 2., 8. and 4. of the statutes are renumbered
196.795 (6m) (b) 1., 2., 3. and 4. |

SECTION 76. 196.795 (5) (pm) 1. (intro.) of the statutes is repealed.

SECTION 77. 196.795 (5) (pm) 1. a. of the statutes is renumbered 196.795 (6m)
(a) 3. |

SEcTION 78. 196.795 (5) (pm) 1. b. of the statutes is renumbered 196.795 (6m)
(a) 5.

SECTION 79. 196.795 (5) (pm) 1. c. of the statutes is renumbered 196.795 (6m)
(a) 6.

SEcTION 80. 196.795 (5) (pm) 2. of the statutes is renumbered 196.795 (6m) (c)
and amended to read: V

196.795 (6m) (c) Wholesale merchant plants. The assets of a wholesale
merchant plant shall not be included in the sum of the assets of a public utﬂity
affiliate under par. {p) (b) 1. a., b. or c. and shall not be included in a nonutility
affiliate’s total assets under par. &) (b) 2. a. ifthe requirements specified in s. 196.491
(3m) (a) 1. and 2. are satisfied or if the wholesale merchant plant qualifies for the
exemption under s. 196.491 (3m) (e).

SEcTION 81. 196.795 (5) (pm) 3. of the statutes is renumbered 196.795 (6m) (d)
and amended to read:

196.795 (6m) (d) Foreign affiliates. The assets of a foreign affiliate shall be

included in the sum of the assets of a public utility affiliate under par. (3} (b) 1. a.,
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b. or c. and shall not be included in a nonutility affiliate’s total assets under par. {p}
(b) 2. a.

SECTION 82. 196.795 (6m) (title) of the statutes is created to read:

196.795 (6m) (title) ASSET CAP.

SEcTION 83. 196.795 (6m) (a) (intro.) of the statutes is created to read:

196.795 (6m) (a) Definitions. (intro.) In this subsection:

SECTION 84. 196.795 (6m) (a) 1. of the statutes is created to read:

196.795 (6m) (a) 1. “Contributor public utility affiliate” means a public utility
affiliate that has contributed its transmission facilities to the transmission company
under s. 196.485 (5) (b).

SECTION 85. 196.795 (6m) (a) 2. of the statutes is created to read:

196.795 (6m) (a) 2.. “Eligible asset” means an asset of a nonutility affiliate that
is used for any of the following:

a. Producing, generating, transmitting, delivering, selling or furnishing gas,
oil, electricity or steam energy.

b. Providing an energy management, conservation or efficiency product or
service or a demand-side management product or service.

c. Providing an energy customer service, including metering or billing.

d. Recovering or producing energy from waste materials.

e. Processing waste materials.

f. Manufacturing, distributing or selling products for filtration, pumping water
or other fluids, processing or heating water, handling fluids or other related
activities.

g. Providing a telecomn.nunications service, as defined in s. 196.01 (9m).

SECTION 86. 196.795 (6m) (a) 4. of the statutes is created to read:
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SECTION 86

196.795 (6m) (a) 4. “Generation assets” means assets that are classified as
electric generation assets on the books of account of a public utility, as determined
by the commission.

SECTION 87. 196.795 (6m) (b) (title) of the statutes is created to read:

196.795 (6m) (b) In general.

SECTION 88. 196.795 (6m) (e) of the statutes is created to read:

196.795 (6m) (e) Contributor public utility affiliates. 1. The eligible assets of
a nonutility affiliate in a holding company system that includes a contributor public
utility affiliate shall not be included in the sum of the assets of the public utility
affiliates under par. (b) 1. a., b. or c. and shall not be included in the nonutility
affiliate’s total assets under par. (b) 2. a.

2. For purposes of subd. 1., all of the assets of a nonutility affiliate shall be
considered eligible assets if each of the following is satisfied:

a. The bylaws of the nonutility affiliate or a resolution adopted by its board of
directors specifies that the business of the nonutility affiliate is limited to activities
involving eligible assets.

b. Substantially all of the assets of the nonutility affiliate are eligible assets.

3. The net book value of transmission facility assets that a contributor public
utility affiliate has contributed to a transmission company under s. 196.485 (5) (b)
shall be included in the sum of the assets of the public utility affiliate under par. (b)
1. a., b. and c¢. In determining net book value under this subdivision, accumulated
depreciation shall be calculated as if the contributor public utility affiliate had not
contributed the assets.

4. The net book value of generation assets that a contributor public utility

affiliate has transferred to a person that is not affiliated with the public utility



O© 0 9 o o s W N R

DN DN = e e e e el e
~ S © M 9 & o R @ o =B

22
23
24
25

1999 — 2000 Legislature — 55— MR L

SEcTION 88

affiliate pursuant to the order of the commission, a court or a federal regulatory
agency shall be included in the sum of the assets of the public utility affiliate under
par. (b) 1. a., b. and ¢. In determining net book value under this subdivision,
accumulated depreciation shall be calculated as if the contributor public utility
affiliate had not transferred the assets.

SECTION 89. 196.795 (11) (b) of the statutes is amended to read:

196.795 (11) (b) This section shall be deemed to legalize and confirm the
formation, prior to November 28, 1985, of any holding company, which is not itself
a public utility, and shall be deemed to legalize and confirm the operations and
issuances of securities of the holding company, except that nothing in this section
shall be deemed to prevent the commission from imposing reasonable terms,
limitations or conditions on any holding company which are consistent with the

requirements of sub. (5)(pm) (6m) (c) or (d) or which are consistent with and

necessary to satisfy the requirements of sub. (5) (b) to (o) and (q) to (s) or which relate
t.o future investments by the holding company unless the holding company owns,
operates, manages or controls a telecommunications utility and does not also own,
operate, manage or control a public utility which is not a telecommunications utility.

SEcTION 90. 196.795 (11) (c) of the statutes is created to read:

196.795 (11) (¢) The commission may not impose upon a holding company the
formation of which is considered to be legalized and confirmed under par. (b) any
term, limitation or condition under par. (b) that establishes the sum of the holding
company’s nonutility affiliate assets at less than 25% of the sum of the holding
company’s utility affiliate assets. For purposes of this paragraph, any term,
limitation or condition on nonutility affiliate assets shall not apply to the ownership,

operation, management or control of any eligible asset, as defined under sub. (6m)
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SEcTION 90
(a) 2., or an asset that is used for manufacturing, distributing or selling swimming
pools or spas. |

SECTION 91. 196.807 of the statutes is created to read:

196.807 Energy affiliate and utility employes. (1) DEFINITIONS. In this
section:

(a) “Acquire an energy unit” means to lease, purchase or otherwise acquire
ownership or control of the energy unit.

(b) “Affiliate or utility” means a nonutility affiliate, as defined in s. 196.795 (1)
(§), a holding company system, as defined in s. 196.795 (1) (i), or an electric utility,
as defined in s. 196.491 (1) (d).

(¢) “Energy unit” means a unit that is engaged in activities related to the
production, generation, transmission or distribution of electricity, gas or steam or the
recovery of energy from waste materials.

(d) “Holding company system” has the meaning given in 8. 196.795 (1) (i).

(e) “Unit” means a division, department or other operational business unit of
an affiliate or utility.

(2) OFFER OF EMPLOYMENT. (a) Except as provided in par. (b), a person that
acquires an energy unit shall offer employment to the nonsupervisory employgs who
are employed with the energy unit immediately prior to the acquisition and who are
necessary for the operation and maintenance of the energy unit.

(b) Anonutility affiliate that acquires an energy unit of a public utility affiliate
in the same holding company system shall offer employment to all of the

nonsupervisory employes who are employed with the energy unit immediately prior

to the acquisition.
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SEcTION 91

(3) EMPLOYMENT TERMS AND CONDITIONS. (a) Except as provided in par. (b), the
employment that is offered under sub. (2) shall satisfy each of the following during
the 30—month period beginning immediately after the acquisition:

1. Wage rates shall be no less than the wage rates in effect immediately prior
to the acquisition.

2. Fringe benefits shall be substantially equivalent to the fringe benefits in
effect immediately prior to the acquisition.

3. Terms and conditions of employment, other than wage rates and fringe
benefits, shall be substantially equivalent to the terms and conditions in effect
immediately prior to the acquisition.

(b) A collective bargaining agreement may modify or waive a requirement
specified in par. (a).

(4) CoMMISSION APPROVAL. No person may acquire an energy unit unless the
commission determines that the person has satisfied subs. (2) and (3).

(5) AppLIcABILITY. This section does not apply until the expiration date of the
3—yea;r period specified in s. 196.485 (3m) (a) 1. b., as determined by the commission,
or the expiration date of any extension of the 3—year period that is agreed' to under
s. 196.485 (3m) (a) 1. b., as determined by the commission, whichever is later. The
commission shall publish a notice in the Wisconsin Administrative Register that
specifies the date that the commission determines is the effective date of this section.

SEcTION 92. 200.01 (2) of the statutes is amended to read:

200.01 (2) “Public service corporation” means and embraces every corporation,
except municipalities and other political subdivisions, which is a public utility as
defined in s. 196.01, and every corporation which is a railroad as defined in s. 195.02,

but shall not include a public utility corporation receiving an annual gross revenue
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of less than $1,000 for the calendar year next preceding the issuance of any securities
by it. “Public service corporation” includes a holding company, as defined under s.
196.795 (1) (h), which is a public utility, as defined unders. 196.01 (5). “Public service
corporation” does not include a telecommunications utility, as defined in s. 196.01
(10). “Public service corporation” does not include any other holding company unless
the holding company was formed after November 28, 1985, and unless the
commission has determined, under s. 196.795 (7) (a), that each nonutility affiliate,
as defined under s. 196.795 (1) (j), does not and cannot reasonably be expected to do
at least one of the items specified in s. 196.795 (7) (a). “Public service corporation”
does not include a company, as defined in s. 196.795 (1) (f), which owns, operates,
manages or controls a telecommunications utility, as defined in s. 196.01 (10), unless
such company also owns, operates, manages or controls a public utility which is not
a telecommunications utility. “Public service corporation” does not include a
transmission company, as defined in s. 196.485 (1) (ge).

SEcTION 93. 285.48 of the statutes is created to read:

285.48 Nitrogen oxide emissions from certain electric generation
facilities. (1) In establishing nitrogen oxide emission reductions for the controlkof
atmospheric ozone in another state pursuant toa call for a state implementation plan
issued prior to the effective date of this subsection .... [revisor inserts date], the
department may not, in an implementation plan under s. 285.11 (6), by rule or
through the adoption of control strategies, regulate nitrogen oxide emissions from
electric generation facilities that are located in Ashland, Barron, Bayfield, Buffalo,
Burnett, Chippewa, Clark, Douglas, Dunn, Eau Claire, Iron, Jackson, La Crosse,

Monroe, Pepin, Pierce, Polk, Price, Rusk, Sawyer, St. Croix, Taylor, Trempealeau,

Vernon or Washburn county.
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(2) The department may not, based solely on the prohibition under sub. (1),
require more stringent nitrogen oxide emission reductions for any electric utility, as
defined in s. 196.491 (1) (d), or large industrial core source in this state that is
identified by the federal environmental protection agency.

SECTION 94. Nonstatutory provisions.

(1)  INITIAL APPOINTMENTS TO COUNCIL ON UTILITY PUBLIC BENEFITS.
Notwithstanding section 15.107 (17) (intro.) of the statutes, as created by this act,
the initial members of the council on utility public benefits shall be appointed for the
following terms:

(a) One of the members under section 15.107 (17) (a), (b) and (d) of the statutes,
as created by this act, for terms expiring on July 1, 2001.

(b) One of the members under section 15.107 (17) (a) of the statutes, as created
by this act, and the members under section 15.107 (17) (¢), (e) and () of the statutes,
as created by this act, for terms expiring on July 1, 2002.

(¢) One of the members under section 15.107 (17) (b) and (d) of the statutes, as
created by this act, and the members under section 15.107 (17) (g) and (h) of the
statutes, as created by this act, for terms expiring on July 1, 2003.

(2) PUBLIC SERVICE COMMISSION RULES.

(a) Using the procedure under section 227.24 of the statutes, the public service
commission shall promulgate the rules required under section 196.378 (3) (a) of the
statutes, as created by this act, for the period before the effective date of the
permanent rules promulgated under that section, but not to exceed the period
authorized under section 227.24 (1) (c) and (2) of the statutes. Notwithstanding

section 227.24 (1) and (3) of the statutes, the commission is not required to make a

finding of emergency.
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(b) The public service commission shall submit in proposed form the rules
required under section 196.378 (3) (a) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes no later than the first
day of the 6th month beginning after the effective date of this paragraph.

(3) DEPARTMENT OF ADMINISTRATION RULES.

(a) Using the procedure under section 227.24 of the statutes, the department
of administration shall promulgate the rules required under section 16.957 (2) (c)
and (4) (b) of the statutes, as created by this act, for the period before the effective
date of the permanent rules promulgated under that section, but not to exceed the
period authorized under section 227.24 (1) (c) and (2) of the statutes.
Notwithstanding section 227.24 (1) and (3) of the statutes, the department is not
required to make a finding of emergency.

(b) The department of administration shall submit in proposed form the rules
required under section 16.957 (2) (c) and (4) (b) of the statutes, as created by this act,
to the legislative council staff under section 227.15 (1) of the statutes no later than
the first day of the 6th month beginning after the effective date of this paragraph.

SEcCTION 95. Appropriation changes.

(1) In the schedule under section 20.005 (8) of the statutes for the appropriation
to the public service commission under section 20.155 (1) (j) of the statutes, as
affected by the acts of 1999, the dollar amount is increased by $125,000 for fiscal year
1999-00 and the dollar amount is increased by $125,000 for fiscal year 2000-01 for
the purpose for which the appropriation is made.

SEcTION 96. Initial applicability.

(1) The treatment of sections 16.969, 20.505 (1) (ge) and (gs) and 196.491 (3)

(gm) and (3g) of the statutes first applies to certificates of public convenience and
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necessity that are approved by the public service commission on the effective date of
this subsection.

(2) The treatment of section 196.491 (3) (d) 3r. and 3t. of the statutes first
applies to applications for certificates of public convenience and necessity that are
filed with the public service commission on the effective date of this subsection.

(8) The treatment of sections 76.28 (1) (d), (e) (intro.) and 5. and (j) and (2) (c)
(intro.), (d) and (e) and 196.485 (1) (ge) of the statutes first applies to taxable years
beginning on January 1 of the year in which this subsection takes effect, except that
if this subsection takes effect after July 31 the treatment of sections 76.28 (1) (d), (e)
(intro.) and 5. and (j) and (2) (¢) (intro.), (d) and (e) of the statutes first applies to
taxable years beginning on January 1 of the year following the year in which this
subsection takes effect.

(END)
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This bill does each of the following: 1) establishg§ programs administered by
the department of administration (DOA) for providing energy assistance to
low—income households (low—income programs), Aconservation and efficiency
services (conservation programs) and for encouraging the development and use of
renewable energy resources (renewable§ programs); 2) imposes certain
requirements on the generation of electricity from renewable energy resources; 3)
creates an exemption from the cap on investments of public utility holding companies
in nonutility affiliate assets (asset cap); 4) changes requirements regarding the
operation of the transmission system of the state; 5) imposes employment
uirements with respect to the acquisition of certain energy business units; 6)
chahges the requirements for the approval of certain high—voltage transmission
lines;\7) imposes various other requirements, including changes to the duties of the
public service commission (PSC), prohibitions on the authority of the department of
natural resources (DNR) regarding nitrogen oxide emissions and requirements for
an interstate compact on regional transmission need and siting.

Low-income, conservation and renewables programs

After consulting with a council on utility public benefits that is created under
the bill, DOA is required to establish the low—income, conservation and renewables
programs. DOA must hold a hearing before establishing the programs.

The bill requires the division of housing in DOA to contract with certain
nonprofit or governmental entities for the administration of the low-income
programs. DOA must also contract with a nonprofit corporation for the
administration of the conservation and renewables programs.

The programs established by DOA are funded by a public benefits fee that DOA
collects from nonmunicipal electric public utilities, which must charge the public
benefits fees to their customers. Municipal electric public utilities and retail electric
cooperatives (municipal utilities and cooperatives) are also required to charge a
public benefits fee to their customers or members. Every three years, a municipal
utility or cooperative may elect to contribute all or a specified portion of the public
benefits fees to DOA for the programs established by DOA. A municipal utility or
cooperative that does not elect to contribute all of the public benefits fees to DOA
must spend specified portions of the fees on its own “commitment to community
programs”, which are defined as low—income assistance and conservation programs.

Each municipal utility and cooperative must charge a public benefits fee that
is sufficient for the utility or cooperative to collect an annual average of $17 per
meter. However, for the period ending on June 30, 2008, the amount of any increase
to an electric bill that is based on the public benefits fee charged by a municipal
utility or cooperative may not exceed 3% of the total of every other charge billed
during that period, or $750 per month, whichever is less.

For nonmunicipal utilities, the bill directs DOA to determine the amount of the
public benefits fee, which consists of a portion sufficient to fund the low=income

INSERT A:
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programs and a portion sufficient to fund the conservation and renewables
programs. The bill allows DOA to reduce the amount that must be collected for the
conservation and renewables programs if DOA determines to reduce or discontinue
such programs. The public benefits fee paid by a customer of a nonmunicipal utility
is subject to the same limit that applies to a municipal utility or cooperative for the
period ending on June 30, 2008.

The bill also requires certain electric utilities to make expenditures that are
based on the percentage of annual operating revenues that the electric utilities are
required to spend under current law on energy conservation programs. Under
current law, the electric utilities are required to spend at least 0.5% of the1r annual
operating revenues on such programs. This bill requires the

qumsmaﬂ(PSCfto determine the amount that an electric utility was required to
spend on such programs in 1998. Under the bill, an electric utility must spend a
decreasing portion of the amount determined by the PSC for 1998 on energy
conservation programs and contribute an increasing portion of the amount to the
PSC for deposit in a utility public benefits fund, which is used to fund the programs
established by DOA under the bill.

Renewable energy resources

Under this bill, specified percentages of the electricity generated by a public
utility or retail cooperative must be generated from renewable energy resources. The
percentage is calculated on the basis of a public utility’s or retail cooperative’s total
sales. The bill allows public utilities and retail cooperatives to purchase
credits from other public utilities and retail cooperatives that generate electricity

o\ from renewablejresources in excess of the percentages required under the bill.
@\(\ (S The bill "also includes other requirements, including requirements for
calculating the percentages and reporting compliance with the percentages to DOA.

Asset cap

With certain exceptions, current law prohibits the investments of a public
utility holding company system (system) in nonutility affiliate assets from exceeding
a specified asset cap.

This bill creates a new exception from this prohibition if the public utility
affiliates in a system satisfy certain requirements, including the following: 1)
petitioning the PSC and the federal energy regulatory commission for approval to
transfer Voperational control of their electric transmission facilities that are located
in the hidwest region of the United States to an independent system operator; and

2) filing a commitment with the PSC to transfer ownership of such transmission
facilities and related land rights to a transmission company that satisfies specified
requirements. If the public utility affiliates satisfy the requirements for the
exception, then certain nonutility affiliate assets are not included in calculating
whether the system exceeds the asset cap. The assets that are not included in the
calculation include the assets of a nonutility affiliate that are used for the following:
1) producing or selling gas, oil, electricity or steam energy; 2) providing energy
management, conservation or efficiency products or services; 3) providing energy
customer services; 4) recovering or producing energy from waste materials; 5)
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processing waste materials; 6) manufacturing or selling certain filtration or fluid
pumping products; and 7) providing telecommunications services.

Transmission system operation

This bill allows transmission utilities to transfer ownership of their
transmission facilities to a transmission company that satisfies certain
requirements, including the requirements to apply for approval to begin operations
no later than January 1, 2000. The bill requires the transmission utilities that make
such a transfer to enter into contracts with the transmission company to provide

/@@3 and maintenance with respect to the transmission facilities for a period of

e

at least ® years. A transmission utility that is a public utility affiliate in a public
utility holding company system must comply with these transfer requirements in
order for the system to qualify for the exception from the asset cap that is described
above.

‘The bill also provides that, after the transmission company begins operations,
a transmission utility or cooperative that has transferred ownership of its
transmission facilities to the transmission company no longer has a duty to provide
transmission services. Instead, the transmission company has the exclusive duty to
provide transmission service in a specified area of the state. The transmission

MW"// ‘E_@ duty terminates when a certain independent system operator begins

operations. This independent system operator is a person that has receiv, e
conditional approval of the federal energy regulatory commission /provide
transmission service in the midwest region of the United States.

Under the bill, after the independent system operator begins operations, it has
the exclusive duty to provide transmission service in a specified area of the state and
each public utility that provides transmission service in that area must transfer
operational control over its transmission facilities to the independent system
operator. In addition, as noted above, a public utility affiliate must make such a
transfer to qualify for the exception to the asset cap exception described above.

The bill imposes other requirements on the organization, formation and
operation of the transmission company. In addition, the bill exempts the property
of the transmission company from the property tax.

Employment requirements for acquired energy units

The bill imposes certain employment requirements on a person who acquires
an energy unit, which is defined as a business unit of a nonutility affiliate in a public
utility holding company system or a public utility or cooperative association in which
the business unit engages in certain energy-related activities. A person who
acquires an energy unit must offer employment to the energy unit’s nonsupervisory
emplo;@fﬁho are necessary for the operation and maintenance of the energy unit.
If a nonutility affiliate acquires an energy unit in the same holding company system,
the nonutility affiliate must offer employment to all of the energy units
nonsupervisory employes. A person or nonutility affiliate that is subject to the bill’s
requirements must, during the 30-month period after the acquisition, offer
employment at wage rates that are no less than the wage rates in effect immediately
prior to the acquisition. In addition, during the same 30-month period, the terms

to
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and conditions of employment, including fringe benefits, must be substantially
similar to the terms and conditions in effect immediately prior to the acquisition.

Approval of high-voltage transmission lines

Under current law, with certain exceptions, a person may not construct a
high—voltage transmission line, which is defined as a line that is designed for
operation at 100 kilovolts or more, unless the PSC issues a certificate of public
convenience and necessity (certificate) to the person. The PSC may not issue a
certificate unless it makes certain specified findings regarding the high—voltage
transmission line.

Under this bill, the PSC may not issue a certificate for a high—voltage
transmission line that is proposed to increase transmission capacity into this state
unless, in addition to the findings under current law, the PSC also makes specified
findings regarding the use of existing rights—of-way and the routing and design of
the line. In addition, the PSC may not issue a certificate for a high—voltage
transmission line that is designed for operation at 345 kilovolts or more unless the
PSC finds that certain benefits are reasonable in relation to the cost of the line.

The bill also imposes fees on persons who are issued certificates for
high—voltage transmission lines that are designed for operation at 345 kilovolts or
more. Such a person must pay an annual impact fee and a one-time environmental

impact fee. The fees are based on the c§8t of the high—voltage transmissio%"‘n’imﬁ"‘
wns,and

must be paid to DOA, which is required to distribute the fees to counties, £o
villages through which the high—voltage transmission line is routed. ')
Other requirements y o .(,‘- es

The bill imposes the following duties on the PSC:

1. Requires the PSC to promulgate rules for carrying out the PSC’s duties under
current law regarding the consideration of environmental impact of certain actions.

2. Requires the PSC to promulgate rules requiring certain electric utilities and
cooperative associations to submit reports on their electric reliability status.

3. Requires the PSC to study and report to the legislature on the establishment
of program for providing incentives for the development of certain high—efficiency,
small-scale electric generating facilities.

4. Requires the PSC to contract for a study and submit a report to the
legislature on the potential for horizontal market power of electric generators to
frustrate the creation of effectively competitive retail electric markets.

5. Requires the PSC to approve certain market-based rates, individual
contract options and market-based compensation for service interruptions for
customers of certain electric public utilities.

6. Requires the PSC to order a public utility affiliate or the transmission
company described above to make certain investments in its facilities if the PSC
determines that the public utility affiliate or transmission company is not making
investments that are sufficient to ensure reliable electric service.

The bill allows the governor, on behalf of the state, to enter into an interstate
compact on the need for and siting of regional electric transmission facilities. A
compact under the bill must include certain requirements, including a mechanism
for resolving transmission conflicts between states.
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The bill prohibits DNR from establishing certain reductions in nitrogen oxide
emissions from electric generating facilities in specified counties.
This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.
INSERT 16-7: |_~

(4) A county, town, village or city that receives a distribution under sub. (3) (b)
may use the distribution only for park, conservancy, wetland or other environmental
offset programs, except that the county, town, village or city may not use the
distribﬁtion for any mitigaticﬁ measure that is required in an order by the

commission under s. 196.491 (3) regarding the certificate of public convenience and
g

necessity specified in sub. (2) (intro.)@
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Senator Chvala:

Please review this bill, which is based on comments from and discussions with Lee
Cullen, very carefully to make sure that it achieves your intent. In particular, please
note the following:

1. Due to time constraints, the bill does not incorporate some of the comments that
were provided by Mr. Cullen last night. These comments may be incorporated into the
next version of the bill or an amendment.

2. Please review in detail the portions of the bill that are based on the “CFC White

Paper” provisions of the instructions. Due to time constraints, I was not able to resolve
questions that arose regarding these instructions.

If you have any questions, please contact me.

Mark D. Kunkel

Legislative Attorney

Phone: (608) 266-0131

E-mail: Mark.Kunkel@legis.state.wi.us
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June 8, 1999

Senator Chvala:

Please review this bill, which is based on comments from and discussions with Lee
Cullen, very carefully to make sure that it achieves your intent. In particular, please
note the following:

1. Due to time constraints, the bill does not incorporate some of the comments that
were provided by Mr. Cullen last night. These comments may be incorporated into the
next version of the bill or an amendment.

2. Please review in detail the portions of the bill that are based on the “CFC White
Paper” provisions of the instructions. Due to time constraints, I wasnot able to resolve
questions that arose regarding these instructions.

If you have any questions, please contact me.

Mark D. Kunkel

Legislative Attorney

Phone: (608) 266-0131

E-mail: Mark.Kunkel@legis.state.wi.us
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AN AcT to repeal 196.485 (3) (bm) and 196.795 (5) (pm) 1. (intro.); to renumber

196.025, 196.485 (1) (dm) 1., 196.795 (5) (p) 1., 2., 3. and 4., 196.795 (5) (pm) 1.

a., 196.795 (5) (pm) 1. b. and 196.795 (5) (pm) 1. c.; to renumber and amend
196.485 (1) (dm) 3., 196.795 (5) (pm) 2. and 196.795 (5) (pm) 3.; to amend 76.28
(1) (d), 76.28 (1) (e) (intro.), 76.28 (2) (c) (intro.), 76.28 (2) (d), 196.31 (1) (intro.),
196.485 (1) (dm) (intro.), 196.485 (2) (a) (intro.), 196.485 (4) (a) (intro.), 196.491
(3m) (b) 2., 196.494 (3), 196.494 (4), 196.52 (3) (a), 196.795 (1) (9) 1., 196.785 (1)
(9) 2., 196.795 (5) (i) 1., 196.795 (11) (b) and 200.01 (2); to repeal and recreate
196.374 and 198.485 (title); and to create 15.107 (17), 16.957, 16.969, 20.505
(1) (ge), 20.505 (1) (gs), 20.505 (10), 25.17 (1) (xm), 25.96, 76.28 (1) (e) 5., 76.28
(1) (), 76.28 (2) (e), 196.025 (2), 196.025 (3). 196.025 (4), 196.025 (5), 196.192,
196.378, 196.485 (1) (am), 196.485 (1) (be), 196.485 (1) (bs), 196.485 (1) (dm) 2.,
196.485 (1) (do), 196.485 (1) (da), 196.485 (1) (dr), 196.485 (1) (ds), 196.485 (1)
(dt), 196.485 (1) (dv), 196.485 (1) (em), 196.485 (1) (fe), 196.485 (1) (ge), 196.485
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1 (1) (gm), 196.485 (1) (j), 196.485 (1m), 196.485 (2) (ar), 196.485 (2) (bx), 196.485
2 (2) (d), 196.485 (2) (e), 196.485 (3m), 196.485 (4) (am), 196.485 (5), 196.485 (6),
3 196.485 (6m), 196.485 (7), 196.485 (8), 196.487, 196.491 (3) (d) 3r., 196.491 (3)
4 (d) 3t., 196.491 (3) (gm), 196.491 (3g), 196.494 (5), 196.795 (1) (h) 3., 196.795 (1)
5 (p), 196.795 (6m) (title), 196.795 (6m) (a) (intro.), 196.795 (6m) (a) 1., 196.795
6 (6m) (a) 2., 196.795 (6m) (a) 4., 196.795 (6m) (b) (title), 196.795 (6m) (e), 196.795
7 (11) (c), 196.807 and 285.48 of the statutes; relating to: control of transmission
8 facilites by a transmission company and a Midwest independent system
9 operator , ownership of nonutility assets by a public utility holding company ,
10 investments in transmission facilities, offers of employment to certain public
11 utility and nonaffiliate employes, fees and approvals for certain high-voltage
12 transmission  lines, construction of certain electric transmission facilities,
13 environmental reviews by the public service commission, reports on reliability
14 status of electric utilities, state participation in a regional transmission need
15 and siting compact, incentives for development of certain generating facilities,
16 study of market power and retail electric competition, market-based
17 compensation, rates and contracts for electric customers, regulation of certain
18 nitrogen oxide emissions, establishing programs for low-income energy
19 assistance, improving energy conservation and efficiency markets and
20 encouraging the development and use of renewable resources, creating a
21 council on utility public benefits, establishing a utiity public benefits fund,
22 requiring electric utilites and retail electric cooperatives to charge public
23 benefits fees to customers and members, imposing requirements on the use of

24 renewable resources by electric utilites and cooperatives, requiring the
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1 exercise of rule-making authority , making appropriations and providing a
2 penalty .

Analysis by the Legisiative Reference Bureau

This bill does each of the following: 1) establishes programs administered by
the department of administration (DOA) for providing energy assistance to
low—income households (low—income programs), for conservation and efficiency
services (conservation programs) and for encouraging the development and use of
renewable  energy resources (renewables  programs), 2) imposes certain
requirements  on the generation of electricity from renewable energy resources; 3)
creates an exemption from the cap on investments of public utility holding companies
in nonutility  affiliate assets (asset cap);, 4) changes requirements regarding the
operation of the transmission system of the state; 5) imposes employment
requirements  with respect to the acquisiton of certain energy business units; 6)
changes the requirements for the approval of certain high-voltage transmission
lines; and 7) imposes various other requirements, including changes to the duties of
the public service commission (PSC), prohibitons on the authority of the department
of natural resources (DNR) regarding nitrogen oxide emissions and requirements for
an interstate compact on regicnal transmission need and siting.

Low—income, conservation and renewables programs

After consulting with a council on utility public benefits that is created under
the bill, DOA is required to establish the low-income, conservation and renewables
programs. DOA must hold a hearing before establishing the programs.

The bill requires the division of housing in DOA to contract with certain
nonprofit or governmental entitiess for the administration of the low-income
programs. DOA must also contract with a nonprofit corporation for the
administration  of the conservation and renewables programs.

The programs established by DOA are funded by apublic benefits fee that DOA
collects from nonmunicipal electric public utilities, which must charge the public
benefits fees to their customers. Municipal electric public utilites and retail electric
cooperatives (municipal  utilities and cooperatives) are also required to charge a
public benefits fee to their customers or members. Every three years, a municipal
utility or cooperative may elect to contribute all or a specified portion of the public
benefits fees to DOA for the programs established by DOA. A municipal utility or
cooperative that does not elect to contribute all of the public benefits fees to DOA
must spend specified portions of the fees on its own “commitment to community
programs”, which are defined as low—income assistance and conservation programs.

Each municipal utiity and cooperative must charge a public benefits fee that
is sufficient for the utility or cooperative to collect an annual average of $17 per
meter . However , for the pericd ending on June 30, 2008, the amount of any increase
to an electric bill that is based on the public benefits fee charged by a municipal
utiity or cooperative may not exceed 3% of the total of every other charge billed
during that period, or $750 per month, whichever is less.
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For nonmunicipal utilites, the bill directs DOA to determine the amount of the
public benefits fee, which consists of a portion sufficient to fund the low—income
programs and a portion sufficient to fund the conservation and renewables
programs. The bill allows DOA to reduce the amount that must be collected for the
conservation and renewables programs if DOA determines to reduce or discontinue
such programs. The public benefits fee paid by a customer of a nonmunicipal  utility
is subject to the same limit that applies to a municipal utility or cooperative for the
period ending on June 30, 2008.

The bill also requires certain electric utilities to make expenditures that are
based on the percentage of annual operating revenues that the electric utilites are
required to spend under current law on energy conservation programs. Under
current law, the electric utilities are required to spend at ieast 0.5% of their annual
operating revenues on such programs. This bill requires the PSC to determine the
amount that an electric utility was required to spend on such programs in 1998.
Under the bill, an electric utility must spend a decreasing portion of the amount
determined by the PSC for 1998 on energy conservation programs and contribute an
increasing portion of the amount to the PSC for deposit in a utility public benefits
fund, which is used to fund the programs established by DOA under the bill
Renewable energy resources

Under this bill, specified percentages of the electricity generated by a public
utility or retail cooperative must be generated from renewable energy resources. The
percentage is calculated on the basis of a public utility' s or retail cooperative' s total
retail energy sales. The bill allows public utiliies and retail cooperatives to purchase
credits from other public utilites and retail cooperatives that generate electricity
from renewable energy resources in excess of the percentages required under the bill.

The bill also includes other requirements, including requirements  for
calculating the percentages and reporting compliance with the percentages to DOA.

Asset cap

With certain exceptions, current law prohibits the investments of a public
utility holding company system (system) in nonutility affiliate assets from exceeding
a specified asset cap.

This bill creates a new exception from this prohibiton if the public utility
affliates in a system satisfy certain requirements, including the following: 1)
petitioning the PSC and the federal energy regulatory commission for approval to
transfer operational control of their electric transmission facilities that are located
in the midwest region of the United States to an independent system operator; and
2) fiing a commitment with the PSC to transfer ownership of such transmission
facilties and related land rights to a transmission company that satisfies specified
requirements. If the public utiity affiiates satisfy the requirements for the
exception, then\certain nonutility affiliate assets are not included in calculating
whether the syslem exceeds the asset cap. The assets that are not included in the
calculation inclufle the assets of a nonutility affiliate that are used for the following:
1) producing of selling gas, oil, electricity Lot steam energy; 2) providing energy
management, nservation or efficiency pfoducts or services; 3) providing energy
customer servites; 4) recovering or producing energy from waste materials; 5)

U)O\WWS
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processing waste materials; 6) manufacturing or selling certain filtration or fluid
pumping products; and 7) providing telecommunications  services.

Transmission system operation

This bill allows transmission utilites to transfer ownership of their
transmission facilites to a transmission company that satisfies certain
requirements, including the requirements to apply for approval to begin operations
no later than January 1,2000. The bill requires the transmission utilities that make
such a transfer to enter into contracts with the transmission company to provide
operation and maintenance with respect to the transmission facilities for a period of
at least three years. A transmission utility that is a public utility affiliate in a public
utility holding company system must comply with these transfer requirements in
order for the system to qualify for the exception from the asset cap that is described
above.

The bill also provides that, after the transmission company begins operations,
a transmission  utility or cooperative that has transferred ownership of its
transmission facilites to the transmission company no longer has a duty to provide
transmission services. Instead, the transmission company has the exclusive duty to
provide transmission service in a specified area of the state. The transmission
company' s duty terminates when a certain independent system operator begins
operations. This independent system operator is a person that has received the
conditional approval of the federal energy regulatory commission to provide
transmission  service in the midwest region of the United States.

Under the bill, after the independent system operator begins operations, it has
the exclusive duty to provide transmission service in a specified area of the state and
each public utility that provides transmission service in that area must transfer
operational  control over its transmission facilities to the independent system
operator . In addition, as noted above, a public utility affiiate must make such a
transfer to qualify for the exception to the asset cap exception described above.

The bill imposes other requirements on the organization, formation and
operation of the transmission company . In addition, the bill exempts the property
of the transmission company from the property tax.

Employment requirements for acquired energy units

The bill imposes certain employment requirements on a person who acquires
an energy unit, which is defined as abusiness unit of a nonutility affiliate in a public
utifity holding company system or a public utiliy or cooperative association in which
the business unit engages in certain energy—related  activities. A person who
acquires an energy unit must offer employment to the energy unit' s nonsupervisory
employes who are necessary for the operation and maintenance of the energy unit.
If a nonutility  affiliate acquires an energy unit in the same holding company system,
the nonutility  affliate must offer employment to all of the energy unit s
nonsupervisory employes. A person or nonutility affiliate that is subject to the bill' s
requirements  must, during the 30-month period after the acquisition, offer
employment at wage rates that are no less than the wage rates in effect immediately
prior to the acquisition. In addition, during the same 30-month period, the terms
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and conditions of employment, including fringe benefits, must be substantiaily
similar to the terms and conditions in effect immediately prior to the acquisition.

Approval of high-voltage transmission lines

Under current law, with certain exceptions, a person may not construct a
high-voltage transmission line, which is defined as a line that is designed for
operation at 100 kilovolts or more, unless the PSC issues a certificate of public
convenience and necessity (certificate) to the person. The PSC may not issue a
certificate unless it makes certain specified findings regarding the high-voltage
transmission  line.

Under this bill, the PSC may not issue a certificate for a high~voltage
transmission line that is proposed to increase fransmission capacity into this state
unless, in addition to the findings under current law, the PSC also makes specified
findings regarding the use of existing rights—of~-way and the routing and design of
the line. In additon, the PSC may not issue a certificate for a high-voltage
transmission line that is designed for operation at 345 kilovolts or more unless the
PSC finds that certain benefits are reasonable in relation to the cost of the line.

The bill also imposes fees on persons who are issued certificates for
high-voltage transmission lines that are designed for operation at 345 kilovolts or
more. Such a person must pay an annual impact fee and a one-time environmental
impact fee. The fees are based on the cost of the high-voltage transmission line. The
fees must be paid to DOA, which is required to distribute the fees to counties, towns,
cities and villages through which the high-voltage transmission line is routed.

Other requirements

The bill imposes the following duties on the PSC:

1. Requires the PSC to promulgate rules for carrying out the PSC'sduties under
current law regarding the consideration of environmental impact of certain actions.

2. Requires the PSC to promulgate rules requiring certain electric utilities and
cooperative associations to submit reports on their electric reliability status.

3. Requires the PSC to study and report to the legislature on the establishment
of a program for providing incentives for the development of certain high~efficiency |,
small-scale electric generating facilities.

4. Requires the PSC to contract for a study and submit a report to the
legislature on the potential for horizontal market power of electric generators to
frustrate the creation of effectively competitive retail electric markets.

5. Requires the PSC to approve certain market-based rates, individual
contract options and market-based compensation for service interruptions  for
customers of certain electric public utilities.

6. Requires the PSC to order a public utility affiliate or the transmission
company described above to make certain investments in its facilities if the PSC
determines that the public utility affiiate or transmission company is not making
investments that are sufficient to ensure reliable electric service.

The bill allows the governor , on behalf of the state, to enter into an interstate
compact on the need for and siting of regional electric transmission facilites. A
compact under the bill must include certain requirements, including a mechanism
for resolving transmission conflicts between states.
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The bill prohibits DNR from establishing certain reductions in nitrogen oxide
emissions from electric generating facilities in specified counties.

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

For further information seethe state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly , do
enact as follows:

Section 1. 15.107 (17) of the statutes is created to read:

15.107 (17) CounciL ON UTWITY PUBLIC BENEFITS. There is created a council on
utility public benefits that is attached to the department of administration  under s.
16.03. The council shall consist of the following members appointed for 3-year
terms:

(a) Two members appointed by the governor .

(b) Two members appointed by the senate majority leader .

(c) One member appointed by the senate minority leader .

(d) Two members appointed by the speaker of the assembly .

(e) One member appointed by the assembly minority leader .

() One member appointed by the secretary of natural resources.

(g) One member appointed by the secretary of administration.

(h) One member appointed by the chairperson of the public service commission.

Section 2. 16.957 of the statutes is created to read:

16.957 Utility public benefits. (1) Derinmions.  In this section:

(bm) “Commission” means the public service commission.

(c) *Commitment to community program” means a program by a municipal
utility or retail electric cooperative for low—income assistance or an energy

conservation program by a municipal utility or retail electric cooperative.
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(cm) “Council” means the council on utility public benefits created under s.
15.107 (17).

(d) “Customer application of renewable resources” means the generation of
electricity from renewable resources that takes place on the premises of a customer
of an electric provider .

(e) “Division of housing” means the division of housing in the department.

() “Electric provider’ means an electric utility or retail electric cooperative.

(9) “Electric utility" means apublic utiity that owns or operates a retail electric
distribution  system.

(h) “Energy conservation program’ means a program for reducing the demand
for natural gas or electricity or improving the efficiency of its use during any period.

(i) “Fiscal year" has the meaning given in s. 655.001 (6).

(k) “Local unit of government” means the governing body of any county, city,
town, village or county utiity district or the elected tribal governing body of a
federally recognized American Indian tribe or band.

(L) “Low-income assistance” means assistance to low-income households for
weatherization and other energy conservation services, payment of energy bills or
early identification or prevention of energy crises.

(m) “Low-income household” means any individual or group of individuals in
this state who are living together as one economic unit and for whom residential
electricity  is customarily purchased in common or who make undesignated
payments for electricity in the form of rent, and whose household income is not more
than 150% of the poverty line as determined under 42 USC 8902 (2).

(n) “Low—income need” means the amount obtained by subtracting from the

total low—income energy bills in a fiscal year the product of 2.2% of the estimated
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average annual income of low—income households in this state in that fiscal year
multiplied by the estimated number of low-income households in this state in that
fiscal year.

(o) “Low-income need percentage” means the percentage that results from
dividing the sum of the following by the amount of low-income need in fiscal year
1998-99:

1. The total amount received by the department for low—income funding under
42 USC 6861 to 6873 and 42 USC 8621 to 8629 in fiscal year 1997-98.

1m. The public benefits fees established for fiscal year 1999-2000 under sub.
4) () 1.

2. The total amount expended by utilities under s. 196.374.

3. Fifty percent of the public benefits fees charged by municipal utilites and
retail electric cooperatives.

(p) “Low—income need target’ means the product of the low—income need
percentage multiplied by low—income need in a fiscal year.

(@) “Municipal utility" means an electric utility that is owned wholly by a
municipality and that owns a retail distribution system.

(qm) “Public utility" has the meaning given in s. 196.01 (5).

(") “Renewable resource” has the meaning given in s. 196.378 (1) (q).

(s) “Retail capacity” means the total amount of electricity that an electric
provider is capable of delivering to its retail customers and that is supplied by electric
generating facilites owned or operated by the electric provider or any other person.
“Retail capacity” does not include any electricity that is not used to satisfy the electric

provider 's retail load obligations.
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() “Retail electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at retail to Its
members only and that owns or operates a refail electric distribution system.

(u) “Total low-income energy bills" means the total estimated amount that all
low—income households are billed for residential electricity , natural gas and heating
fuel in a fiscal year.

(v) “Wholesale electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at wholesale to its
members only.

(w) “Wholesale supply percentage” means the percentage of a municipal
utility' s or retail electric cooperative' s retail capacity in a fiscal year that is supplied
by a wholesale supplier .

(x) “Wholesale supplier’ means awholesale electric cooperative or a municipal
electric company , as defined in s.66.073 (3) (d), that supplies electricity ~at wholesale
to a municipal utility or retail electric cooperative.

(2) DeparTment bputies. In consultation with the council, the department shall
do all of the following:

(a) Low-income programs. After holding a hearing, establish programs to be
administered by the department of administration  through the division of housing
for awarding grants from the appropriaton under s. 20.505 (10) (r) to provide
low—income assistance. In each fiscal year, the amount awarded under this
paragraph in grants for weatherization and other energy conservation services shall
be sufficient to equal 47% of the sum of all moneys received from the federal
government under 42 USC 6861 to 6873 and 42 USC 8621 to 8629 in a fiscal year and

50% of the moneys collected in public benefits fees under sub. (5).
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(b) Energy conservation and efficiency and renewable resource programs. 1.

Subject to subd. 2., after holding a hearing, establish programs for awarding grants
from the appropriation under s. 20.505 (10) (s) for each of the following:

a. Proposals for providing energy conservation or efficiency services. In
awarding grants under this subd. 1. a., the department shall give priority to
proposals directed at the sectors of energy conservation or efficiency markets that
are least competitive and at promoting environmental protection, electric system
refiability  or rural economic development. In each fiscal year, 1.75% of the
appropriation  under s. 20.505 (10) (s) shall be awarded in grants for research and
development proposals regarding the environmental impacts of the electric industry .

b. Proposals for encouraging the development or use of customer applications
of renewable resources, including educating customers about renewable resources
or encouraging uses of renewable resources by customers or encouraging research
technology transfers. In each fiscal year, the department shall ensure that 4.5% of
the appropriation under s.20.505 (10) (s)is awarded in grants under this subd. 1.b.

2. For each fiscal year after fiscal year 2003-04, determine whether to continue,
discontinue or reduce any of the programs established under subd. 1. and determine
the total amount necessary to fund the programs that the department determines
to continue or reduce under this subdivision. The department shall notify the
commission if the department determines under this subdivision to reduce funding.

(c) Rules. Promulgate rules establishing all of the following:

1. Eligibility  requirements  for low—income assistance under programs
established under par. (a). The rules shall prohibit a person who receives

low—income assistance from a municipal utility or retail electric cooperative under
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a program specified in sub. (5) (d) 2. b. or 3. a. from receiving low—income assistance
under programs established under par. (a).

2. Requirements and procedures for applications for grants awarded under
programs established under par. (a) or (b) 1.

2m. Criteria for the selection of proposals by the corporation specified in sub.
(3) (b).

2n. Criteria for making the determination under par.(b) 2. Rules promulgated
under this subdivision shall require the department to determine whether the need
for a program established under par. (b) 1. is satisfied by the private sector market
and, if so, whether the program should be discontinued or reduced.

4. Requirements for electric utilities to allow customers to include voluntary
contributions  to assist in funding acommitment to community program or aprogram
established under par. (a) or (b) 1. with bill payments for electric service. The rules
may require an electric utiity to provide a space on an electric bill in which a
customer may indicate the amount of a voluntary contribution and the customer 's
preference regarding whether a contribution  should be used for a program
established under par.(a) or (b) 1. a. or b. The rules shall establish requirements and
procedures for electric utilites to pay to the department any voluntary contributions
included with bill payments and to report to the department customer preferences
regarding use of the contributions.  The department shall deposit all contributions
received under this paragraph in the utility public benefits fund.

5. A method for estimating total low-income energy bills, average annual
income of low—income households and the number of low—income households in a

fiscal year for the purpose of determining the amount of low-income need in the fiscal

year.
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(d) Other duties. 1. Foreach fiscal year after fiscal year 1998-99, determine
the low—income need target for that fiscal year.

2. Encourage customers to make voluntary contributions to assist in funding
the programs established under pars. (a) and (b) 1. The department shall deposit all
contributions  received under this paragraph in the utility public benefits fund.

3. Deposit all moneys received under sub. (4) (a) or (5) (c) or (d) in the utility
public benefits fund.

4. Conduct an annual independent audit and submit an annual report to the
legislature under s. 13.172 (2) that describes each of the following:

a. The expenses of the department, other state agencies and grant recipients
in administering  or participating  in the programs under pars. (a) and (b).

b. The effectiveness of the programs under par. (a) in providing assistance to
low—income individuals.

c. The effectiveness of the programs under par. (b) in reducing demand for
electricity and increasing the use of customer—owned renewable resources.

d. Any other issue identified by the governor , speaker of the assembly or
majority leader of the senate.

(3) Contracts. (a) The division of housing shall, on the basis of competitive
bids, contract with community action agencies described in s. 46.30 (2) (a) 1.,
nonstock, nonprofit  corporations  organized under ch. 181 or local units of
government to provide services under the programs established under sub. (2) (a).

(b) The department shall, on the basis of competitve bids, contract with a
nonstock, nonprofit corporation organized under ch. 181 to administer the programs
established under sub. (2) (b) 1., including soliciting proposals, processing grant

applications, selecting, based on criteria specified in rules promulgated under sub.
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(2) (c) 2m., proposals for the department to make awards and distributing grants to
recipients.

(c) In selecting proposals and awarding grants under sub. (2) (b), the
department or the nonprofit corporation specified in par. (b) may not discriminate
against an electric provider or its affiliate or a wholesale electric supplier or its
affiliate solely on the basis of its status as an electric provider , wholesale electric
supplier or affiliate.

(4) Erectric vurwmes. (2) Requirement to charge public benefits fees. Each
electric utility , except for a municipal utility , shall charge each customer a public
benefits fee in an amount established in rules promulgated by the department under
par. (b). An electric utility ,except for a municipal utility ,shall collect and pay the fees
to the department in accordance with the rules promulgated under par. (b).

(am) Electric bills. An electric utility shall include a public benefits fee in a
customer ‘s bill and shall provide the customer with an annual statement that
identifies the annual charges for public benefits fees and describes the programs for
which fees are used.

(b) Rules. In consultation with the council, the department shall promulgate
rules that establish the amount of a public benefits fee under par. (a). Fees
established in rules under this paragraph may vary by class of customer , but shall
be uniform within each class, and shall satisfy each of the following:

1. The fees may not be based on the kilowatt—hour consumption of electricity
by customers.

2. No more than 70% of the total amount of fees charged by an electric provider
may be charged to residential customers and no more than 30% of the total may be

charged to nonresidential customers.
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3. The fees shall allow an electric provider to recover the reasonable and
prudent expenses incurred by the electric provider in complying with this section.

(c) Amount of public benefits fees. A fee established in rules promulgated under
par. (b) shall satisfy each of the following:

1. "Low-income funding.' In fiscal year 1999-2000, a portion of the public
benefits fee shall be an amount that, when added to 50% of the estimated public
benefits fees charged by municipal utilites and retail electric cooperatives under
sub. (5) (a) for that fiscal year, shall equal $27,000,000. In each fiscal year after fiscal
year 1999-2000, a portion of the public benefits fee shall be an amount that, when
added to the sum of the following shall equal the low—income need target for that
fiscal year determined by the department under sub. (2) (d) 1.

a. Fifty percent of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for that fiscal year.

b. All moneys received under 42 USC 6861 to 6873 and 42 USC 8621 to 8629
for that fiscal year.

c. The total amount spent on programs or contributed to the commission by
utiliies under s. 196.374 (3) for that fiscal year.

2. "Energy conservation and efficiency and renewable resource funding.' For
fiscal year 1999-2000, a portion of the public benefits fee shall be in an amount that,
when added to 50% of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for that fiscal year, shall
equal $20,000,000. In each fiscal year after fiscal year 1999-2000, a portion of the
public benefits fee shall be the amount determined under this subdivision for fiscal
year 1999-2000, except that if the department determines to reduce or discontinue

aprogram under sub. (2) (b) 2., the department shall reduce the amount accordingly .
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3. ‘Limitation on electric bill increases.! For the period beginning on the
effective date of this subdivision .... [revisor inserts date], and ending on June 30,
2008, the total increase in acustomer 'selectric bills that is based on the requirement
to pay public benefits fees, including any increase resulting from an electric utility' s
compliance with this section, may not exceed 3% of the total of every other charge for
which the customer is billed for that period or $750 per month, whichever is less.

(5) MUNICIP AL UTILITIES AND RETAIL ELECTRIC COOPERA TIVES. (a) Requirement fo
charge public benefits fees. Each retail electric cooperative and municipal utility
shall charge a monthly public benefits fee to each customer or member in amount
that is sufficient for the retail electric cooperative or municipal utility to collect an
annual average of $17 per meter . A retail electric cooperative or municipal utility
may determine the amount that a particular class of customers or members is
required to pay under this paragraph and may charge different fees to different
classes of customers or members.

(am) Public benefits fee restriction.  Notwithstanding  par. (a), for the period
beginning on the effective date of this paragraph ... [revisor inserts date], and ending
on June 30, 2008, the total increase in a customer 's or member 's electric bills that is
based on the requirement to pay public benefits fees, including any increase
resulting from a retail electric cooperative' s or municipal utility' s compliance with
this section, may not exceed 3% of the total of every other charge for which the
member or customer is billed for that period or $750 per month, whichever is less.

(b) Election to contribute to department programs. 1. No later than the first
day of the 12th month beginning after the effective date of this subdivision

[revisor inserts date], each municipal utility or retail electric cooperative shall notify
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the department whether it has elected to contribute to the programs established
under sub. (2) (a) or (b) 1. for a 3—year period.

2. No later than every 3rd year after the date specified in subd. 1., each
municipal utility or retail electric cooperative shall notify the department whether
it has elected to contribute to the programs established under sub. (2) (a) or (b) 1. for
a 3-year period.

(c) Full contribution. If a municipal utility or retail electric cooperative elects
under par. (b) 1. or 2. to contribute to the programs established both under sub. (2)
(a) and under sub. (2) (b) 1., it shall pay 100% of the public benefits fees that it charges
under par. (a) to the department in each fiscal year of the 3-year period for which it
has made the election.

(d) Partial contributions and commitment to community  spending. A
municipal utility or retail electric cooperative not specified in par. (c) shall do one of
the following:

1. If the municipal utility or retail electric cooperative elects to contribute only
to the programs established under sub. (2) (a), the municipal utility or retail electric
cooperative shall, in each fiscal year of the 3—year period for which it elects to
contribute under par. (b) 1. or 2., do all of the following:

a. Pay no less than 50% of the public benefits fees that it charges under par.
(a) to the department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

2. If the municipal utility or retail electric cooperative elects to contribute only

to the programs established under sub. (2) (b) 1., the municipal utility or retail
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electric cooperative shall, in each fiscal year of the 3—year period for which it elects
to contribute under par. (b) 1. or 2., do all of the following:

a. Pay 50% of the public benefits fees that it charges under par. (a) to the
department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

3. If the municipal utility or retail electric cooperative elects not to contribute
to any of the programs established under sub. (2) (a) or (b) 1., the municipal utility
or retail electric cooperative shall, in each fiscal year of the 3-year period for which
it elects not to contribute under par. (b) 1. or 2., do all of the following:

a. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low-income assistance.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

(e) Wholesale supplier credit. If awholesale supplier has established a program
for low-income assistance or an energy conservation program, amunicipal utility or
retail electric cooperative that is a customer of the wholesale supplier may do any of
the following:

1. Include an amount equal to the product of the municipal utility’ s or retail
electric cooperative' s wholesale supply percentage and the amount that the
wholesale supplier has spent on low—income assistance in a fiscal year in calculating
the amount that the municipal utility or retail electric cooperative has spent on
low-income assistance in that fiscal year under par.(d) 2. b. or 3. a.

2. Include an amount equal to the product of the municipal utility' s or retail

electric cooperative’ s wholesale supply percentage and the amount that the
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1 wholesale supplier has spent on energy conservation programs or customer

2 applications of renewable resources in a fiscal year in calculating the amount that

3 the municipal utility or retail electric cooperative has spent on energy conservation

4 programs under par.(d) 1. b. or 3. b.

5 (f) Joint programs. Municipal utilites or retail electric cooperatives may

6 establish joint commitment to community programs, except that each municipal

7 utility or retail electric cooperative that participates in a joint program is required

8 to comply with the spending requirements under par. (d).

9 (9) Reports. 1. For each fiscal year, each municipal utility and retail electric
10 cooperative that does not pay 100% of the public benefits fee that it charges under
11 par. (a) to the department under par. (c)shall file areport with the department that
12 describes each of the following:

13 a. An accounting of public benefits fees charged to customers or members under
14 par. (a) in the fiscal year and expenditures on commitment to community programs
15 under par. (d), including any amounts included in the municipal utility' s or retail
16 electric cooperative' s calculations under par. (e).

17 b. A description of commitment to community programs established by the
18 municipal utility or retail electric cooperative in the fiscal year.

19 2. The department shall maintain reports filed under subd. 1. for at least 6
20 years.

21 Section 3. 16.969 of the statutes is created to read:

22 16.969 Fees for certain high-voltage transmission lines. (1) In this
23 section:

24 (a) “Commission” means the public service commission.
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(b) “High-voltage transmission line" means a high-voltage transmission line,
as defined in s. 196.491 (1) (f), that is designed for operation at a nominal voltage of
345 kilovolts or more.

(2) The department shall promulgate rules that require aperson who is issued
a certificate  of public convenience and necessity by the commission under s. 196.491
(3) for a high-voltage transmission line to pay the department the following fees:

(a) An annual impact fee in an amount equal to 0.03% of the cost of the
high-voltage transmission line, as determined by the commission under s. 196.491
(3) (gm).

(b) A one-time environmental impact fee in amount equal to 5% of the cost of
the high-voltage transmission line, as determined by the commission under s.
196.491 (3) (gm).

(3) (a) The department shall distribute the fees that are paid by aperson under
the rules promulgated under sub. (2) (a) to each town, village and city that is
identified by the commission under s.196.491 (3) (gm) in proportion to the amount
of investment that is allocated by the commission under s. 196.491 (3) (gm) to each
such town, village and city.

(b) The fee that is paid by a person under the rules promuigated under sub. (2)
(b) shall be distributed as follows:

1. The department shall pay 50% of the fee to each county that is identified by

the commission under s. 196.491 (3) (gm) in proportion to the amount of investment
that is allocated by the commission under s. 196.491 (3) (gm) to each such county .

2. The department shall pay 50% of the fee to each town, village and city that

is identified by the commission under s. 196.491 (3) (gm) in proportion to the amount
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1 of investment that is allocated by the commission under s. 196.491 (3) (gm) to each
2 such town, village and city.
3 (4) A county , town, village or city that receives a distribution under sub. (3) (b)
4 may use the distribution only for park, conservancy ,wetland or other environmental
5 offset programs, except that the county, town, village or city may not use the
6 distribution  for any mitigation measure that is required in an order by the
7 commission under s. 196.491 (3) regarding the certificate of public convenience and
8 necessity specified in sub. (2) (intro.).
9 Secnion 4. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert
10 the following amounts for the purposes indicated:
11 1999-00 2000-01

12 20.505 Administration, department  of

13 (10)  Umiimy PUBLIC BENEFITS

14 (q)  General program operations SEG A -0- —0-
15 Section 5. 20.505 (1) (ge) of the statutes is created to read:

16 20.505 (1) (ge) High-voltage transmission line annual impact fee distributions.
17 All moneys received from the payment of fees under the rules promulgated under s.
18 16.969 (2) (a) for distributions to to towns, villages and cities under s. 16.969 (3) (a).
19 Section 6. 20.505 (1) (gs) of the statutes is created to read:

20 20.505 (1) (gs) High-voltage transmission line environmental  impact fee
21 distributions. All moneys received from the payment of fees under the rules
22 promulgated under s. 16.969 (2) (b) for distributions to to counties, towns, villages
23 and cities under s. 16.869 (3) (b).

24 Section 7. 20.505 (10) of the statutes is created to read:
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20.505 (10) Utwwy pusuc Benerrrs. (q) General program operations. From
the utility public benefits fund, the amounts in the schedule for general program
operations.

(r) Low-income assistance grants. From the utility public benefits fund, asum
sufficient for low—income assistance grants under s. 16.957 (2) (a).

(s) Energy conservation and efficiency and renewable resource grants. From the
utility public benefits fund, a sum sufficient for energy conservation and efficiency
and renewable resource grants under s. 16.957 (2) (b) 1.

Secmion 8. 25.17 (1) (xm) of the statutes is created to read:

25.17 (1) (xm) Utility public benefits fund (s. 26.96);

Section 9. 25.96 of the statutes is created to read:

25.96 Utility public benefits fund. There is established a separate
nonlapsible trust fund designated as the utility public benefits fund, consisting of,

deposits by the public service commission under s. 196.374 (3), public benefits fegs

received under s. 16.957 (4) (a) and (5) (c) and (d) and contributions receiQe
s. 16.957 (2) (c) 4. and (d) 2.
Section 10. 76.28 (1) (d) of the statutes is amended to read:
76.28 (1) (d) “Gross revenues” for a light, heat and powep/company othgr than

/

company n total

a qualified wholesale electric company or a transmission

operating revenues as reported to the public service commission except revenues for
interdepartmental sales and for interdepartmental rents as reported to the public
service commission and deductions from the sales and use tax under s. 77.61 (4),
except that the company may subtract from revenues either the actual cost of power
purchased for resale, as reported to the public service commission, by a light, heat

and power company, except a municipal light, heat and power company, that
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purchases under federal or state approved wholesale rates more than 50% of its
electric power from a person other than an affiliated interest, as defined in s. 196.52
(1), if the revenue from that purchased electric power is included in the seller 's gross
revenues or the following percentages of the actual cost of power purchased for
resale, as reported to the public service commission, by a light, heat and power
company , except a municipal light, heat and power company that purchases more
than 90% of its power and that has less than $50,000,000 of gross revenues: 10% for

the fee assessed on May 1, 1988, 30% for the fee assessed on May 1, 1989, and 50%

for the fee assessed on May 1, 1990, and thedeafter . For a qugl#ed wholesale electric
company , “gross revenues” means total busi es from those businesses

included under par.(e) 1. to 4. For a trdnsmission , “gross revenues” means

total operating revenues as reported to the service commission, except

revenues for transmission service that is provided to hubﬁc utility that is subject

to the license fee under sub. (2) (d) or to a public utility , as defined in s. 196.01 (5).

Secrion 11. 76.28 (1) (e) (intro.) of the statutes is amended to read:

rson,

76.28 (1) (e) (intro.) “Light, heat and power companies” means any

association, company or corporation, including corporations described 4fi s. 66.069 (2)

and including , qualified wholesale electric companies and dransrpfgsion companies

and except only business enterprises carried on exclusively eitifer for e private use
of the person, association, company or corporation engaged in them, or for
use of a person, association, company or corporation owning a majority of all
outstanding capital stock or who control the operation of business enterprises and
except electric cooperatives taxed under s.76.48 that engage in any of the following
businesses:

Section 12. 76.28 (1) (e) 5. of the statutes is created to read:
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76.28 (1) (e) 5. Transmitting electric current for light, heat or power.

Section 13. 76.28 (1) (j) of the statutes is created to read:

76.28 (1) (j) “Transmission company” has the meaning given in s. 196.485 (1)
(ge).

Section 14. 76.28 (2) (c) (intro.) of the statutes is amended to read:

76.28 (2) (c) (intro.) For Except as provided under par. (e), for private light, heat

and power companies for 1986 and thereafter ,an amount equal to the apportionment
factor multiplied by the sum of:
Section 15. 76.28 (2) (d) of the statutes is amended to read:

76.28 (2) (d) For Except as provided under par.(e), for municipal light, heat and

power companies, an amount equal to the gross revenues, except gross revenues from
operations within the municipality that operates the company, multiplied by the
rates under par. (b) or (c).

Section 16. 76.28 (2) (e) of the statutes is created to read:

76.28 (2) (e) For transmission companies, an amount equal to the gross
revenues multiplied by the rates under par. (c).

Section 17. 196.025 of the statutes is renumbered 196.025 (1).

Section 18. 196.025 (2) of the statutes is created to read:

196.025 (2) The commission shall promulgate rules establishing requirements
and procedures for the commission to carry out the duties under s. 1.11. Rules
promulgated under this subsection shall include requirements and procedures for
each of the following:

(a) Standards for determining the necessity of preparing an environmental

impact statement.
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(b) Adequate opportunities for interested persons to be heard on environmental
impact statements, including adequate time for the preparation and submission of
comments.

(c) Deadlines that allow thorough review of environmental issues without
imposing unnecessary delays in addressing the need for additional electric
transmission capacity in this state.

Section  19. 196.025 (3) of the statutes is created to read:

196.025 (3) The commission shall promuigate rules establishing requirements
and procedures for electric utilites, as defined under s. 196.491 (1) (d), to file reports
with the commission, on a frequency that the commission determines is reasonably
necessary , on their current reliability status, including the status of operating and
planning reserves, available transmission capacity and outages of major operational
units and transmission lines. A report filed under the rules promulgated under this
subsection is subject to inspection and copying under s. 19.35 (1), except that the
commission may withhold the report from inspection and copying for a period of time
that the commission determines is reasonably necessary to prevent an adverse
impact on the supply or price of energy in this state.

Section 20. 196.025 (4) of the statutes is created to read:

196.025 (4) (a) In consultation with the department of administration and the
department  of revenue, the commission shall study the establishment of a program
for providing incentives for the development of high-efficiency , small-scale electric
generating facilities in this state that do either of the following:

1. Provide benefits in the form of support for electric distribution or

transmission  systems, power quality or environmental performance.
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2. Employ technologies such as combined heat and power systems, fuel cells,
mircroturbines  or photovoltalic  systems that may be situated in, on or next to
buildings or other electric load centers.

(b) No later than January 1, 2001, the commission shall submit a report of its
findings and recommendations under par. (a) to the chief clerk of each house of the
legislature for distribution to the appropriate standing committees under s. 13.172
(3).

Secnion 21. 196.025 (5) of the statutes is created to read:

196.025 (5) (a) The commission shall contract with an expert consultant in
economics to conduct a study on the potential for horizontal market power , including
the horizontal market power of electric generators, to frustrate the creation of an
effectively competitive  retail electricity —market in this state and to make
recommendations on measures to eliminate such market power on a sustainable
basis. The study shall include each of the following:

1. An assessment of the effect of each recommendation on public utility workers
and shareholders and on rates for each class of public utility customers.

2. An evaluation of the impact of transmission constraints on the market power
of electric generators in local areas.

(b) No later than January 1, 2001, the commission shall submit a report of the
results of the study under par. (a) to the chief clerk of each house of the legislature

for distribution to the appropriate standing committees under s.;13.172 (3).

SecTion 22. 196.192 of the statutes is created to read:

196.192 Market-based compensation, _\Nates and cgntracts. (1) In this

section, ‘“electri utility” means hose purpose is the

generation,
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1 (2) No later than March 1, 2000, each investor-owngd electric public utility

2 shall do each of the following:

3 (a) File with the commission rates that rest{lt in customers receiving
4 market-based compensation for voluntary interruptions

5 periods rgf electric use. ‘

6

5 Teceive market benefits and subject itself to market risks for the customer 's

9 purchases of capacity or energy .

10 a) The ooqlfnission shall establish market-based rates that are consistent

11 ith { market-based pricing ’o tions and individual contract options specified in sub.

12 (2) (b), except that the commission may not establish a market-based rate unless the )Q ) )(V‘
13 commission determines that the rate is not likely to harm shareholders of the X ‘4 '

14 investor-owned electric public utility or customers who are not subject to the rate. \

16 (b) Nothing in s.196.20, 196.21, 196.22, 196.37, 196.60 or 186.604 prohibits the S

16 commission from approving a filing under sub. (2) or establishing market-based b l\ "\‘\
17 rates under par. (a). .

18 (4) Subject to the approval of the commission, an electric public utility that is

19 not an investor-owned electric public utility ma ﬂ;gi

20 established under sub. (3) (a) or impleme market-based pricing or individual
L.,
i
21 contract optighs in filings under sub. (2) (b) that are approved by the commission.
ecTioN 23. 196.31 (1) (intro.) of the statutes is amended to read:

23 196.31 (1) (intro.) In any proceeding before the commission, the commission

24 may._ shall compensate any participant in the proceeding who is not a public utility ,
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for some or all of the reasonable costs of participation in the proceeding if the
commission finds that:

Secrion 24. 196.374 of the statutes is repealed and recreated to read:

196.374 Low=income assistance, energy efficiency and other
programs. (1) In this section:

(a) “‘Department” means the department of administration.

(b) “Fund” means the utility public benefits fund.

(c) “Utility" means a class A gas or electric utility , as defined by the commission,
but does not include a municipal utility , as defined in s. 16.957 (1) (q), a municipal
electric company , as defined in s.66.073 (3) (d), or a cooperative association organized
under ch. 185.

(2) The commission shall determine the amount that each utility spent in 1998
on programs for low—income assistance, including writing off uncollectibles and
arrearages, low—income  weatherization, energy conservation and efficiency ,
environmental research and development, and renewable resources.

(3) In 1999, 2000 and 2001, the commission shall require each utility to spend
a decreasing portion of the amount determined under sub. (2) on programs specified
in sub. (2) and contribute the remaining portion of the amount to the commission for
deposit in the fund. In each year after 2001, each utility shall contribute the entire
amount determined under sub. (2) to the commission for deposit in the fund. The
commission shall ensure in rate-making orders that a utility recovers from its
ratepayers the amounts spent on programs or contributed to the fund under this
subsection. The commission shall allow each utility the option of continuing to use,
unti January 1, 2001, the moneys that it has recovered under s. 196.374 (3), 1997

stats., to administer the programs that it has funded under s.196.374 (1), 1997 stats.
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(4) If the department notifies the commission under s. 16.957 (2) (b) 2. that the
department has reduced funding for energy conservation and efficiency and
renewable resource programs, the commission shall reduce the amount that a utility
is required to spend on programs or contribute to the fund under sub. (3) by the
percentage by which the department has reduced the funding.

Section 25. 196.378 of the statutes is created to read:

196.378 Renewable resources. (1) Derinmons.  In this section:

(a) ‘“Biomass” means a resource that derives energy from wood or plant
material or residue, biological waste, crops grown for use as a resource or landfill
gases. “Biomass” does not include garbage, as defined in s. 289.01 (9), or
nonvegetation-based industrial, commercial or household waste, except that
“biomass” includes refuse—derived fuel used for a renewable facility that was in
service in this state before January 1, 1998.

(b) “Conventional resource” means aresource that derives energy from coal, oil,
nuclear power or natural gas, except for natural gas used in a fuel cell

(bm) “Department” means the department of administration.

(c) “Electric provider’ means an electric utility or retail electric cooperative.

(d) “Electric utility” means a public utility that sells electricity at retail. For
purposes of this paragraph, a public utility is not considered to sell electricity at
retail solely on the basis of its ownership or operation of a retail electric distribution
system.

(e) “Excludable renewable capacity" means the portion of an electric provider 's
total renewable capacity that is supplied from renewable facilites that were placed

in service before January 1, 1998, and that, before January 1, 1998, derived
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electricity from hydroelectric power , even if the output of the renewable facilities is
used to satisfy requirements under federal law.

() “Nonsystem renewable energy” means the amount of electricity that an
electric provider sells to its retail customers and that is supplied or allocated under
executed wholesale purchase contracts from renewable facilites that are not owned
or operated by the electric provider . “Nonsystem renewable energy” does not include
any electricity that is not used to satisfy the electric provider 'sretail load obligations.

(g) “Renewable resource” means any of the following:

1. A resource that derives electricity from any of the following:

a. A fuel cell that uses, as determined by the commission, a renewable fuel.

b. Tidal or wave action.

c. Solar thermal electric or photovoltaic energy .

d. Wind power.

e. Geothermal technology .

g. Biomass.

1m. A resource with a capacity of less than 60 megawatts that derives
electricity from hydroelectric power .

2. Any other resource, except a conventional resource, that the commission
designates as a renewable resource in rules promuigated under sub. (4).

(h) “Renewable facility” means an installed and operational electric generating
facility in which energy is derived from a renewable resource. “Renewable facility”
includes afacility the installation or operation of which is required under federal law,
but does not include a facility the installation or operation of which is required under
the laws of another state even if the installation or operation of the facility is also

required under federal law.
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resource credit’” means a credit calculated in accordance with

under sub. (3) (a).

(i) “Resource” means a source of electric power generation.

(k)

“Retail electric cooperative” means a cooperative association organized

under ch. 185 that sells electricity at retail to its members only. For purposes of this

paragraph,

a cooperative association is not considered to sell electricity at retail

solely on the basis of its ownership or operation of a retail electric distribution

system.

(n) “System renewable energy” means the amount of electricity that an electric

provider

sells to its retail customers and that is supplied by renewable facilities

owned or operated by the electric provider .

(o) “Total renewable energy” means the sum of an electric provider 'ssystem and

nonsystem renewable energy .

(2) Renew ABLE RESOURCE ENERGY . (@) Each electric provider shall provide to its

retail electric customers total renewable energy in at least the following percentages

of its total retail energy sales, either directly or through renewable resource credits

from another electric provider:

1.

2.

5.

6.

By December
By December
By December
By December
By December

By December

31, 2000, 0.5%.
31, 2002, 0.85%.
31, 2004, 1.2%.
31, 2008, 1.55%.
31, 2008, 1.8%.

31, 2010, 2.2%.

(b) For purposes of determining compliance with par. (a):



.pdf Page 32

1999 - 2000 Legislature -32 - LRB-3150/1
MDK:kmg:ch
BILL Secmion 25
1 1. Total retail energy sales shall be calculated on the basis of an average of an
2 electric provider 's retail energy sales in this state during the prior 3 years.
3 2. The amount of electricity supplied by a renewable facility in which biomass
4 and conventional fuels are fired together shall be equal to the product of the
5 maximum amount of electricity that the facility is capable of generating and the ratio
6 of the British thermal unit content of the biomass fuels to the British thermal unit
7 content of both the biomass and conventional resource fuels.
8 3. Any excludable renewable energy that exceeds 0.6% of an electric provider 's
9 total retail energy sales shall be excluded from the electric provider 'stotal renewable
10 energy .
11 {(c) No later than April 15 annually , an electric provider shall submit a report
12 to the department that describes the electric provider 's compliance with par. (a).
13 Reports under this paragraph may include certifications from "wholesale suppliers
14 regarding the sources and amounts of energy supplied to an electric provider . The
15 department may specify the documentation that is required to be included with
16 reports submitted under this paragraph.
17 (d) The commission shall ensure in rate-making orders that an electric utility
18 recovers from ratepayers the cost of providing total renewable energy to its retail
19 customers in amounts that equal or exceed the percentages specified in par. (a).
20 Subject to any approval of the commission that is necessary, an electric utility may
21 recover costs under this paragraph by any of the following methods:
22 1. Allocating the costs equally to all customers on a kilowatt~hour  basis.
23 2. Establishing alternative price structures, including price structures under
24 which customers pay a premium for renewable energy .

25 3. Any combination of the methods specified in subds. 1. and 2.
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1 (e) 1. This subsection does not apply to any of the following:
2 a. An electric provider that provides more than 10% of its summer peak demand
3 in this state from renewable facilities.
4 b. An electric provider that provides more than 10% of its summer peak demand
5 from renewable resources.
6 2. For purposes of calculating the percentages under subd. 1., an electric
7 provider may include renewable facilities located in this or another state and
8 renewable facilites located on its or another electric provider 's system.
9 3. Notwithstanding subd. 1., this subsection applies to an electric provider
10 unless the electric provider provides documentation to the commission that
11 establishes, to the satisfaction of the commission, that the electric provider satisfies
12 the requirements under subd. 1. a. or b.
13 (3) RENEW ABLE RESOURCE CReDITs. (8) An electric provider that provides total
14 renewable energy to its retail electric customers in excess of the percentages
15 specified in sub. (2) (a) 1. to 6. may, in the applicable year, sell to any other electric
16 provider a renewable resource credit or a portion of a renewable resource credit at
17 any negotiated price. Alternatively , an electric provider may use a renewable
18 resource credit or portion of a renewable resource credit in a subsequent year to
19 establish compliance with sub. (2) (a). The commission shall promulgate rules that
20 establish requirements for calculating the amount of a renewable resource credit.
21 (b) The commission may promulgate rules that establish requirements and
22 procedures for a sale under par. (a).
23 (4) Rutes. The commission may promulgate rules that designate a resource,
24 except for a conventional resource, as a renewable resource in addition to the

25 resources specified in sub. (1) (g) 1. and 1m.
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(5) PenaL Tv. Any person who violates sub. (2) or any wholesale supplier who
provides an electric provider with a false or misleading certification regarding the
sources or amounts of energy supplied to the electric provider shall forfeit not less
than $5,000 nor more than $500,000. Forfeitures under this subsection shall be
enforced by action on behalf of the state by the attorney general. A court imposing
a forfeiture under this subsection shall consider all of the following in determining
the amount of the forfeiture:

(a) The appropriateness of the forfeiture to the person's or wholesale supplier 's
volume of business.

(b) The gravity of the violation.

(c) Whether a violation of sub. (2) is due to circumstances beyond the violator 's
control.

SecTion 26. 196.485 (title) of the statutes is repealed and recreated to read:

196.485 (titte) Transmission system requirements.

SecTion 27. 196.485 (1) (am) of the statutes is created to read:

196.485 (1) (am) “Contribute a transmission facility” means to divest aperson's
interest in the transmission facility and to transfer ownership of the transmission
facility and associated deferred tax reserves to another person.

Section 28. 196.485 (1) (be) of the statutes is created to read:

196.485 (1) (be) “Director” means, with respect to a transmission company
organized as a corporation under ch. 180, a member of the board of directors of the
transmission company .

SecTion 29. 196.485 (1) (bs) of the statutes is created to read:

196.485 (1) (bs) “Electric utility" has the meaning given in s. 196.491 (1) (d).

Secrion 30. 196.485 (1) (dm) (intro.) of the statutes is amended to read:
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196.485 (1) (dm) (intro.) “Independent transmission owner’ means:

1m. Means a person that satisfies each of the following:

Secmion 31. 196.485 (1) (dm) 1. of the statutes is renumbered 196.485 (1) (dm)
im. a.

Section 32. 196.485 (1) (dm) 2. of the statutes is created to read:

196.485 (1) (dm) 2. Does not include the transmission company .

Secnon 33. 196.485 (1) (dm) 3. of the statutes is renumbered 196.485 (1) (dm)
im. b. and amended to read:

196.485 (1) (dm) 1m. b. The person is not an affiiated interest of a person
specified in subd. 1. 1m. a.

Section 34. 196.485 (1) (do) of the statutes is created to read:

196.485 (1) (do) “Land right’ means any right in real property , including fee
simple ownership or a right-of-way or easement, that has been acquired for a
transmission  facility that is located or intended to be located on the real property .

Section 35. 196.485 (1) (dq) of the statutes is created to read:

196.485 (1) (dq) “Manager” means, with respect to a transmission company
organized as a limited liability company under ch. 183, a manager , as defined in s.
183.0102 (13), of the transmission company .

Section 36. 196.485 (1) (dr) of the statutes is created to read:

196.485 (1) (dr) “Merger enforcement policy” means the enforcement policy of
the federal department of justice and the federal trade commission regarding
horizontal acquisitons and mergers that are subject to 15 USC 1, 18 or 45.

Section 37. 196.485 (1) (ds) of the statutes is created to read:

196.485 (1)\(ds) ‘“Midwest independent system operator’ means the

the establishment of which the federal energy
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regulatory commission has conditionally authorﬁed (5\ an order issued on Septem
16, 1998, or the successor to such indapandent_s—;_rs_tem_.npeﬂamr .

Secrion 38. 196.485 (1) (dt) of the statutes is created to read:

196.485 (1) (dt) “Nontransmission  utility security holder" means a security
holder that is not a transmission utility security holder .

Secnion 39. 196.485 (1) (dv) of the statutes is created to read:

196.485 (1) (dv) “Organizational start-up date” means, with respect to a
transmission company that is organized as alimited liability company under ch. 183,
the date on which the articles of organization become effective under s. 183.01 11 or,
with respect to a transmission company that is organized as a corporation under ch.
180, the date on which the articles of incorporation become effective under s.
180.0123.

Secrion 40, 196.485 (1) (em) of the statutes is created to read:

196.485 (1) (em) “Retail electric cooperative® means a cooperative that provides
retail electric service.

Secmion 41. 196.485 (1) (fe) of the statutes is created to read:

196.485 (1) (fe) “Security” means, with respect to a transmission company
organized as a corporation under ch. 180, a share, as defined in s. 180.0103 (15), and,
with respect to a transmission company organized as a limited liability company
under ch. 183, a limited liability company interest, as defined in s. 183.0102 (11).

Secrion 42. 196.485 (1) (ge) of the statutes is created to read:

196.485 (1) (ge) “Transmission company” means a corporation organized under
ch. 180 or a limited liability company organized under ch. 183 that has as its sole
purpose the planning, constructing, operating, maintaining and expanding of

transmission  facilites that it owns to provide for an adequate and reliable
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1 transmission system that meets the needs of all users that are dependent on the
2 transmission system and that supports effective competition in energy markets
3 without favoring any market participant.
4 Secmion 43. 196.485 (1) (gm) of the statutes is created to read:
5 196.485 (1) (gm) “Transmission dependent utility” means a public utility that »
6 is dependent on the transmission system of another person for delivering electricity - _ H
7 to the public utility' scustomers.(/‘vtl w V\A#: ohim & "7%3"“ W/Qy
8 Section 44. 196.485 (1) (j) of the statutes is created to read:
9 196.485 (1) () “Transmission utility sharehoider” means a person that is a
10 shareholder of a transmission company organized as a corporation under ch. 180, is
11 an investor-owned  transmission  utility in the transmission area and has
12 contributed its transmission facilities to the transmission company .
13 Secrion 45. 196.485 (1m) of the statutes is created to read:
14 196.485 (1m) D ury TO PROVIDE TRANSMISSION SERVICE. (3) The€ duty of any

15 electric utility that has contributed its transmission facilities the transmission

16 company to finance, construct, maint2if..k-PRELa a transmission facility shall M
17 terminate on the date, ,a€determined by the @wmi sion under Sub. (2) (d), that the K

18 transmission company issawhorzed—40 begi operations.

19 (b) After beginnindw.gperations, the transmi

compal shall have the -
P s

20 exclusive duty to provide transmission service in the transmisgffon area. The duty

21

system operator

under sub. (2) (d), that the Midwest independent
beginl(’operations.
(c) After beginning operations, the Midwest independent system operg -‘ shall

f€sion area and

25 aug_the exclusive duty to provide transmission service in the trans
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shall ensure that each transmission facility in the transmission area that is under
its operational control is planned, constructed, operated, maintained and controlled
as part of a single transmission system.

Section 46. 196.485 (2) (a) (intro.) of the statutes is amended to read:

196.485 (2) (a) (intro.) By June 30, 2000, if a transmission utility has not
transferred  control over its transmission facilties to an d L tem
aperatar that is approved by the applicable federal agency or divested, with approval
of the applicable federal agency and, for a public utility Kthe commission, its interest

in its transmission facilies to an.independent—transmissien—owner , the commission

shall, subject to par. pars. (am) and (ar) , order the transmission utility to apply to the

applicable federal agency to do one of the following:

Secmion 47. 196.485 (2) (ar) of the statutes is created to read:

196.485 (2) (ar) The commission shall waive the requirement to issue an order
against a transmission utility under par.(a) if the transmission utiity shows, to the
satisfaction of the commission, that the transmission utility has proposed to transfer
control of its transmission facilities to the Midwest independent system operator and
that the proposed transfer may have the effect of jeopardizing the tax-exempt status
of the transmission utility or its securities under fhe Internal Revenue Code. A
waiver under this paragraph shall be in effect until the commission determines that
the proposed transfer does not have the effect described in this paragraph.

Section 48. 196.485 (2) (bx) of the statutes is created to read:

196.485 (2) (bx) If the commission determines that the Midwest independent

system operator has failed to commence operationf%% has ceased operations, the

tor to fulfill the

commission shall, by order , designate an

duties of the Midwest independent - system operator under this section. The
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commission may not designate an i YS! tor under th:s\ )

paragraph unless the i tor is authorized under federal law f

to operate in this state. In issuing an order under this paragraph, the commission

shall require that transfer of transmission  utilites to the designated
independent —Sysemuperator satisfy the requirements of this section. j
Section 49. 196.485 (2) (d) of the statutes is created-to"Tead: N
196.485 (2) (d) The commission shall determfne each of the following: 5 ')
1. The date on which the transmission ompany e fstadel begin (54
PPV 5 .‘ '
operations. - . - "‘1', 1 J
P = AP
2. Whether the Midwest indepghdent system operatol W. ojctai- ‘
R // ( M
operations and the date on which fsuch operations_{gi.auligrzesimia begin. \ ,'” .
Secrion  50. 196.485 (2) (e)lof the statutes is created to read: ‘ ‘,/ C W .

196.485 (2) (e) The commission\ shall determine the effective date of s. 196.80 d “lb (QJM wﬁ‘b

as provided under s. 196.807 (5). _ M | SD hlo
Section 51. 196.485 (3) (bm) of the statutes is repealed. M
Secrion 52. 196.485 (3m) of the statutes is created to read: (;KP?(&&”V

196.485 (3m) TransmissION comp ANy . (a) Duties. 1. The transmission company

shall do each of the following:
a. Apply for any approval under state or federal law that is necessary for the

transmission company fo begin operations no later than November 1, 2000.

each transmission utility that has transferred transmission facilities
transmission company for the transmission utility to provide reasogable and
cost-effective operation and maintenance services to the transmissio company

during the 3-year period after the transmission company first begjis operations.
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The transmission company and a transmi ility may agree to an extension of

such 3-year period. " transmission company \shall provide notice to the

commission of any g tension that is agreed to under tllis subd. 1. b.
ithe obligation‘: of a transmission

c. Assume utility that has transferred

ownership of its thansmission  facilities to the thsmission company under any

agreement by the trafsqission  utility Provide transmission service over its
transmission facilities or under any credit received by the transmission utility for the
use of its transmission facilities, except that the transmission company may modify

such an agreement or credit to the extent allowed under the agreement or credit and

to the extent allowed under state or federal law. ' ﬁ_
d. Apply for membership in the Midwest independent system operator as p##

B pacina” sliddodod
1%a single zoni(that includés the transrfissién arfa and, upon a determination by '

the commission under sub. (2) (d) that the Midwest independent system operatorfest
M @jq Pa)
f

ﬁ
< aulbosisagmmmio) begin operations, trans operational control of the transmission

company' s smission facilities to the Midwest independent system operator .

e. Remain a member of the Midwest independent system operator , or any

indepefiet—EvSR at.has been approved under federal law to succeed
the, Jdiei 6r at least the 6-year transition period that is

specified in the agreement conditionally approved by the federal energy regulatory

commission that establishes the Midwest independent system operator . P( ZL FEQQ

f. Except as prtvided b be included in a single zone for the

purpose of anyftariff psopeeed by the Midwgel' independent system operator . 4
2. The tra y may not do any of the following: M ['60
a. Sell or transfer its assets to, or merge its assets with, another person, unless

the assets are sold, transferred or merged on an integrated basis and in a manner 2 ‘b
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that ensures that the transmission facilities in the transmission area are planned,

constructed, operated, maintained and controlled as a single transmission system. w .{
L}
Clpy C

b. Bypass the distribution facilities of an electric utility or providegfservice

directly to a retail customer . m mi /d 4‘7
c. Own electric genepdtion facilities or sell, marketmoﬂvglgcf FK\capaclty q

holesale or retail market as

or energy in a relevant
xcept that, if authorized or required by the federal energy

jon, the transmission company may procure or resell ancillary

raints or take other actions related to operating a control area.
3. Notwithstanding subd. 1. a., the transmission company may not begin
operations until it provides an opinion to the commission from a nationally

recognized investment banking firm that the transmission company is able to

finance, at a reasonable cost, its start-up costs, working capital and oper

expenses and the cost of any new facilities that are planned.

4. if the transmission any transmission utility in the tran

utilities

e transmission

are 10% or more below the average transmission
in the transmission area on the date, as determined by the commission, that the last
public utility affiiate files a commitment with the commission under sub. (5) (a) 2.,

the transmission compa shall, after consulting with each public ufility affiliate

b. (5) (a) 2., prepare a plan for phasing in a
combined sinfle zone\for the purpgbe of pricing network use by users of the
transmission ) the Midwest independent system operator and
shall seek plan approval by the federal energy regulatory commission and the

Midwest independent system operator . A plan under this subdivision shall phase in



" Page 42

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

1999 - 2000 Legislature - 42 - LRB-3150/1
MDK:kmg:ch
BILL Secnion 52

an average—cost price for the combined single zone in equal increments over a 5—year
period, except that, under the plan, transmission service shall be provided to all
users of the transmission system on a single-zone basis during the phase-in period.

(b) Powers. The transmission company may do any of the following:

1. Subject to the approval of the commission under s. 196.491 (3), constr 4»/1 Ut
transmission  faciliies, including high-voltage {transmission lines, as defined in s.
196.491 (1) (f), in the transmission area or in any other area of the state in which
transmission facilities that have been contributed to the transmission company are
located. This subdivision does not affect the right or duty of an electric utility that
is not located in the transmission area or that has not contributed its transmission
facilities to the transmission company to construct transmission facilities.

2. Subject to any approval required under federal law, purchase or acquire
transmission facilities in addition to the transmission facilities contributed under
sub. (5) (b).

(c) Organization. The articles of organization, as defined in s. 183.0102 (1), of
a transmission company that is organized as a limited liability company under ch.
183 or the bylaws of a transmission company that is organized as a corporation under
ch. 180 shall provide for each of the following:

1. That the transmission company has no less than 5 and no more than 14
managers or directors, except that the articles of incorporation or bylaws may alfow
the requirements of this subdivision to be modified upon a unanimous vote of the
managers or directors during the 10-year period after the organizational start-up
date or upon a two-~thirds vote of the board of directors after such 10-year period.

2. That at least 4 managers or directors of the transmission company have

staggered 4-year terms, are elected by a majority vote of the security holders and are
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1 not employes or independent contractors of a person engaged in the production, sale,
2 marketing, transmission or distribution  of electricity or natural gas or of an affiliate
3 of such a person.
4 3. That, during the 10-year period after the organizational start-up date, each
5 of the following is satisfied, subject imjtation on the number of managers or

6 directors under subd. 1.:

7 a. Each ni ntfé'ﬁg;i:;ion tility securify~’holder that owns 10% or more of the

8 outstanding { securities of the transmission company may appoint one manager or

9 director of the transmission company for a one-year term, except that the

10 requirements  of this subd. 3. a. may be modified upon a unanimous vote of the A

ik managers or directors. v oﬁ‘na /)\ M»

12 b. Each group of nonjansmission utility security holders thalfowns 10% or

securities of the transmission company may appoint one

13 more of the outstanding

14 manager or director of the transmission compapy for a one-year term if the group
16 has entered into a written agreement regarg n the appointment and the group files
16 the agreement with the secretary .ef#hie fransmission S ompa y , excepf_that the
17 requirements  of this subg " be modified upon a ynanimous vote of the
18 managers or directors/ o B ‘:/'77/"

19 c. Each persoj /ﬂa ecel °s at Ieasf 5% of the fsecurities of the trangpfission

20 company under s. (6) (a) or (b) may appoint one manager Of@ etor of the
21 transmission company Toka one-year term if the persgs ntines to hold af least a
22 5% equity interest in the transmission compan during the one-year te

23 d. Each transmission utility security holder may appoint ong/manager or
24 director of the transmission company for a one-year term.
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4. That, during the 5-year period after the organizational start-up date, no

public utility affiliate  that contributes transmission facility assets to the
transmission company under sub. (5) (b) and no affiliate of such a public utility

affiliate  may increase its perce ding securities of the

transmission compan{ prior to any initial issuance of securities by the transmission

company to any 3rd party other rd party exercising its right to purchase
securities under sub. (6) (b), except that this subdivision does not apply to securities
that are issued by the transmission company in exchange for transmission facilities
that are contributed in addition to the transmission facilites that are contributed
under sub. (5) (b) and except that the requirements of this subdivision may be
modified upon a unanimous vote of the managers or directors.

5. That, beginning 3 years after the organizationa! start-up date, any holder
of 10% or more of the securiies of the transmission company may require the
transmission company to comply with any state or federal law that is necessary for
the security holder to sell or transfer its shares.

(d) Commission jurisdiction. The transmission company is subject to the
jurisdiction  of the commission except to the extent that it is subject to the exclusive
jurisdiction  of the federal energy regulatory commission.

Section 53. 196.485 (4) (a) (intro.) of the statutes is amended to read:

196.485 (4) (a) (intro.) A_Except as provided in par.(am), atransmission utility

may not transfer control over, or divest its inten transmission  facilites to
ner unless, to the

satisfaction of the commission, each of the ffllowing Yequirements is satisfied:

Secion  54. 196.485 (4) (am) of the statutes is created to read:

" Page 44 |
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P8 6%’\ 1o
i : - the
imgﬂons,ﬁ WAZ/V\

transmission utility in the transmission area that is a public utility shall transfer

196.485 (4) (am)

Midwest independent system operator

operational control over its transmission faciltes to the Midwest independent 7
system operator & each such transmission utility that has not contributed its
transmission facili?s to the transmission company shall elect to become part of a
single zorfrhin tﬁe Midwest mdre?:nmatﬂ
Section 55. 196.485 (5) of the statutes is created to read:
196.485 (5) PusLic utiLity AFFiLIA Tes. (@) Assef cap exception. Section 196.795
(6m) (e) does not apply to the eligible assets of a nonutility affiiate in a holding
company system unless each public utility affiiate in the holding company system
does each of the following:

1. Petitions the commission and the federal energy regulatory commission to

approve the transfer of operational control of blic utility affiliate’ s

transmission facilities in this state and in lowa, Michigg Minnesota and lllinocis to
the Midwest independent system operator6" b]
irrevocable and binding

2. Files with the commission an itional,

commitment to contribute, nq later than June 30, 2000, /all of the transmission

facilities that the public utility affilia perates in this state on the effective
date of this subdivision .... [revisor inserts Hate], and land rights, to the transmission
company . A filing under this subdivision Fhall specify the date on which the public
utility affiliate will complete the contributign of transmission facilities.

3. Files with the commission an |unconditional, irrevocable and binding

commitment to contribute, and to causp each entity into which it merges or

consolidates or to which it transfers substantially all jof its assets to contribute, any
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transmission facility in this state the ownership or control of which it acquires after
the effective date of this subdivision .... [revisor inserts date], and land rights, to the
transmission company .

4. Notifies the commission in writing that the public utility affiliate has become
a member of the Midwest independent system operator and has committed not to

withdraw its membership prior to the date on which the public utility affiliate

contributes transmission facilities to the transmission company under par. (b).
(b) Contribution of transmission facilities. 1. A public utility affiliate,

contribute atransmission facility to the transmission company until#fhe commission

has reviewed the terms and conditions transfer to d€termine whether the

transfer satisfies the requirements and has issued an order
approving or modifying the terms and conditions of the transfer . An order under this
subdivision that modifies the terms and conditions of a transfer may allow a public
utility affiliate to recover in retail rates any adverse tax consequences of the transfer

avordé or

public utility affiliate that files a

as a transition cost.

2. The transmission company and
commitment to contribute transmission facililies under par.(a) 2. shall structure the
transfer of the transmission facilities in amanner that satisfies each of the following:

a. The structure of the transfer/\ minimizes the material adverse tax

consequences to the public utility afflliate that result from the transy\

b.. To the extent practicable, the structure of the transfer satisfies the

requirements of the Internal Revenue Service for a tax-free transfer .
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3. The requirements under subd. 2. b. shall, if practicable, be satisfied by the
transmission company' s issuance of a preferred class of securities that provides the
fixed—cost portion of the resulting capital structure of the transmission company .
The transmission company shall issue preferred securities under this subdivision on
a basig_that éf»wot dilute gthe voting gights of the initial security holders relative

A e

toftheir initial contributions.

4. If the transfer of transmission assets under this paragraph results in a
capital structure of the transmission company in which the percentage of common
equity is materially higher than that of the public utility affiiates who made the
transfer , or if the cost of the fixed—cost portion of the capital structure of the
transmission company is materially higher than that of the public utiity affiliates
who made the transfer ,the public utility affiliates shall enter into acontract with the
transmission company under which the public utility affiiates agree to accept from
the transmission company a return on common equity based upon the equity rate of
return approved by the federal energy regulatory commission and upon an imputed
capital structure that assigns to a portion of the public utility affiliates’ common
equity holdings an imputed debt return that is consistent with the requirements of
this subdivision. A contract under this subdivision shall specify that the public
utility  affiliates shall be required to accept the return on common equity described
in this subdivision only untl such time that the federai energy regulatory
commission determines that the actual capital structure and capital costs of the
transmission company are appropriate and consistent with industry practice for a
regulated public utiity that provides electric transmission service in interstate

commerce.
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5. If, at the time that a public utility affiliate files a commitment under par. (a)

2., the public utility affiliate has applied for or obtained a certificate of public

convenience and necessity under s. 196.491 (3) for the construction of transmission
facilities, the public utility affiliate shall do each of the following:

a. Proceed with diligence with respect to obtaining

company at net book value when Sonstruction is completed in exchange for additional

securities of the transmission company on a basis that is consistent with the
securities that were initially issued to the public utility affiliate.

6. If the construction of a transmission facility specified in subd. 5. a. is not
completed within 3 years after a certificate of public convenience and necessity is
issued for the transmission facility under s. 196.491 (3), the transmission company
may assume responsibility for completing construction of the transmission facility .
If the transmission company assumes responsibility for completing construction
under this subdivision, the transmission company shall carry out any obligation
under any contract entered into by the public utility with respect to the construction

until the contract is modified or resgis by the transmission company to the extent

7. Any that are contributed to the transmission

t net book value at the time of the transfer .
(bm) Lease of transmission facilities. If a public utility affiliate is not able to
transfer ownership of its transmission facilities to the transmission company due to

merger—related  accounting requirements, \ the public g'ay‘;fﬁliate shall transfer

\C | \f/};p
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the transmission facilites to the transmission company under a lease for the period
of time during which the accounting requirements are in effect and, after such

requirements are no longer in effect, contribute the transmission facilties to the

transmission company under par. (b). A public utiity affiliate that transfers f)
transmission /fa/ghtfes undfr a lease under ﬂgh patagraph  deee-not—quatity —for~the

does not recéive any voting interest in the transmission

(c) Contribution  of land rights. 1. A public utility affiliate that commits ‘-

. shall do each Qwob

contributing land rights to the transmission company under par.

of the following:

a. Except as provided in subd. 2., if the land righ ned to a transmisgion
account for rate—making purposes and is not jointly used for electric and gas
distribution  facilites by the public utility affiliate, the public utility affiiate shall

convey or assign at book value all of its interest in the land right to the transmission

company , except that any conveyance ora€Signment under this subd. 1. a. shall be

er of ’hi !and right and to the right of the . WJ
ccess fp the real estate that is subject to th

b. If the land right is jointly used, or is intended to be jointly used, for electric

subject to the rights, of
6 o5 Lrcle bé
utility-—effiltate to nondj

Jand right.

and gas distribution  facilites by the public utility affiliate, the public utility affiliate
shall enter into a contract with the transmission company that grants the
transmission company a right to place, maintain, modify or replace the transmission
company' stransmission facilities on the real property that is subject to the land right
during the life of the transmission facilites and the life of any replacements of the

transmission  facilities. A right granted in a contract under this subd. 1. b. shall be
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paramount to the right of any other user of the lan

in such a contract shall be on par with the t of the public utility affiliate

A sl

rohibited from making a convgfance or

the land right for electric or ga facilities.

2. If a public utility affiliate is

assighment described in subd. 1. a., the \public utility affiliate enter into a

contract with the transmission company tha ransmission company
substantially the same rights as under such a conveyance or assignment. For
purposes of a contract under this subdivision, a land right shall be valued at book
value, not at market value.

3. The commission shall resolve any dispute over the contribution of a land
right under subd. 1.or 2., including a dispute over the valuation of such aland right,
unless afederal agency exercises jurisdiction over the dispute. During the pendency
of any dispute that is before the commission or a federal agency, the transmission
company shall be entited to use the land right that is the subject to the dispute and
shall be required to pay any compensation that is in dispute into an escrow account.

Section 56. 196.485 (6) of the statutes is created to read:

196.485 (6) ELECTRIC UTILITIES, TRANSMISSION DEPENDENT UTILITIES AND RETAL
ELECTRIC COOPERA Tives. No later than the first day of the 12th month beginning after
the first public utility affiliate files a commitment under sub. (5) (a) 2.:

(a) An electric utility may transfer all of its integrated transmission facilities

to the transmission company on the same terms and conditions as a contN
transmission faciliies by a public utility affiliate under sub. (5) (b).

(b) A transmission~dependent utility {or retail electric ¢

purchase equity interests in the transmission company at aprice(ﬂat is equivalent

to net book value and on terms and conditions that are comparable to those for public
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utility  affiliates that have contribute jon facilities to thg transmission
mm{
company . A purchaser und contri funds to the

this parpgra
codhav

no than the

transmission company that e of its prorated shares based

Secnion 57. 196.485 (6m) of the statutes is created to read:
196.485 (6m) DwviDENDS, PROFITS AND GAINS. The commission may not treat any
dividend received by a transmission utility from the transmission company or any

gain or profit of a transmission utility from the sale or other disposition of securities

issued by the transmission company as a credit against the retail reve
requirements  of the transmission utility .

Section 58. 196.485 (7) of the statutes is created to rgae

196.485 (7) E nrorcement . A wholesale or rgeffl customer of a public \utility

for specific performance’

affiliate may petition the circuit court for Da

a commitment filed under sub. (5) (a) 2.
Section 59. 196.485 (8) of the stattes is created to read:
196.485 (8) P enaL Ties. A public utility affiliate that fails to complete the

contribution of transmission facilities to the transmission company by the

completion date specified in the filing under sub. (5) (a) 2. shall forfeit $25,000 for
each day that completion of the contribution is delayed if the transmission company
is legally able to accept the contribution.

Secnion 60. 196.487 of the statutes is created to read:

196.487 Reliability of electric service. (1) Dernmons. In this section:

(a) “Public utility affiliate” has the meaning given in s. 196.785 (1) (L).

(b) “Transmission company” has the meaning given in s. 196.485 (1) (ge).
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(2) C ommission orper. If the commission determines that a public utility
affiliate or the transmission company is not making investments in the facilities
under its control that are sufficient to ensure reliable electric service, the commission
shall order the public utility affiliate or transmission company to make adequate
investments  in its facilities that are sufficient to ensure reliable electric service. An
order under this subsection shall require the public utility affiliate or transmission
company to provide security in an amount and form that, to the satisfaction of the
commission, is sufficient to ensure that the public utility affiliate or transmission
company expeditiously makes any investment that is ordered.

(3) Cost Recover Y. The commission shall allow a public utility affiliate that is
subject to an order under sub. (2) to recover in its retail electric rates the costs that
are prudently incurred in complying with the order.

Section 61. 196.491 (3) (d) 3r. of the statutes is created to read:

196.491 (3) (d) 3r. For a high-voltage transmission line that is proposed to
increase the transmission import capability into this state, existing rights—of-way
are used to the extent practicable and the routing and design of the high-voltage
transmission fine minimizes environmental impacts in a manner that is consistent
with achieving reasonable electric rates.

Secrion 62. 196.491 (3) (d) 3t. of the statutes is created to read:

196.491 (3) (d) 3t. For a high-voltage transmission line that is designed for
operation at a nominal voltage of 345 kilovolts or more, the high-voitage
transmission line provides usage, service or increased regional reliability benefits to
the wholesale and retail customers in this state and the benefits of the high-voltage
transmission  line are reasonable in relation to the cost of the high-voltage

transmission  line.
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Section 63. 196.491 (3) (gm) of the statutes is created to read:

196.491 (3) (gm) The commission may not approve an application under this
section for a certificate of public convenience and necessity for a high—voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more unless the approval includes the condition that the applicant shall pay the
fees specified in sub. (3g). In a proceeding on such an application under this section,
the commission shall determine the cost of the high-voltage transmission line,
identify the counties, towns, villages and cities through which the high-voltage
transmission line is routed and allocate the amount of investment associated with
the high-voltage transmission line to each such county, town, village and city.

Secion 64. 196.491 (3g) of the statutes is created to read:

196.491 (3g) FEES FOR CERT AIN HIGH-VOL TAGE TRANSMISSION LINEs. A person who
receives a cerlificate of public convenience and necessity for a high-voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more under sub. (3) shall pay the department of administraton  an annual impact
fee as specified in the rules promuigated by the department of administration  under
s. 16.969 (2) (a) and shall pay the department of administration a one-time
environmental impact fee as specified in the rules promulgated by the department
of administration  under s. .16‘969 2) (b).

Secron 65. 196.491 (3m) (b) 2. of the statutes is amended to read:

196.491 (3m) (b) 2. The analytical process specified in subd. 1. b. shall, to the

extent practicable, be consistent with the analytical process described in the merger

enforcement policy of the federal department of justice and the federal trade

ommission _regarding_ horizontal acquisition and _mergers _that are subje 0

USC 1, 18 or 45, as defined in s. 196.485 (1) (dr).
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Section 66. 196.494 (3) of the statutes is amended to read:

196.494 (3) No later than December 31. 2004, the The commission may shall ,
under this subsection, issue an order requiring an electric a public utility to construct
or procure, on a competitive basis, the construction of transmission facilities

specified by the commission in its order if the commission determines that,_based on
the results of the study under sub. (2), such construction is necessary to refieve a
constraint on a transmission system and the construction will materially benefit the
customers of the electric public utility or other electric utilities or of an independent
system operator , as defined in s. 196.485 (1) (d), or independent transmission owner,
as defined in s. 196.485 (1) (dm).

Secrion 67. 196.494 (4) of the statutes is amended to read:

196.494 (4) The commission shall allow an electric a public utility to recover
in its retail electric rates any costs that are prudently incurred by the public utility
in complying with an order under sub. (3).

SecTion 68. 196.494 (5) of the statutes is created to read:

196.494 (5) The governor may, on behalf of this state, enter into an interstate
compact that establishes a joint process for the states in the upper midwest region
of the United States to determine the need for and siting of regional electric
transmission  facilities that may affect electric service in this state. The governor
may not enter into a compact under this subsection unless the compact includes
requirements and procedures for establishing each of the following:

(a) Compliance with each state’s environmental and siting standards for
transmission facilities.

(b) A regional need determination for transmission facilities.
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(c) A mechanism for resolving conflicts between the states regarding the siting
of transmission facilities.

Secnion 69. 196.52 (3) (a) of the statutes is amended to read:

196.52 (3) (a) In this subsection, “contract or arrangement” means a contract
or arrangement  providing for the furnishing of management, supervisory ,
construction, engineering, accounting, legal, financial or similar services and any
contract or arrangement for the purchase, sale, lease or exchange of any property ,
right, or thing, or for the fumnishing of any service, property , right, or thing, other
than management, supervisory , construction, engineering, accounting, legal,

financial or similar services, but “contract or arrangement” does not include a

contract or arrangement under which a transmission utility , as defined in s. 196.485

(1) (i), sells or transfers securities, as defined in s. 196.485 (1) (fe), that have been

issued by a transmission company, as defined in s. 196.485 (1) (ge). Except as

provided under par. (b), unless and until the commission gives its written approval,

any contract or arrangement is not valid or effective if the contract or arrangement

is made between a public utility and an affiliated interest after June 7, 1931. Every
public utility shall file with the commission a verified copy of any contract or
arrangement, a verified summary of any unwritten contract or arrangement, and
any contract or arrangement, written or unwritten, which was in effect on June 7,
1931, The commission shall approve acontract or arrangement made or entered into
after June 7, 1931, only if it shall clearly appear and be established upon
investigation that it is reasonable and consistent with the public interest.  The
commission may not approve any contract or arrangement unless satisfactory proof
is submitted to the commission of the cost to the affiliated interest of rendering the

services or of furnishing the property or service to each public utility or of the cost
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to the public utility of rendering the services or of furnishing the property or service
to each affiliated interest. No proof is satisfactory under this paragraph unless it
includes the original (or verified copies) of the relevant cost records and other
relevant accounts of the affiliated interest, or an abstract of the records and accounts
or a summary taken from the records and accounts if the commission deems the
abstract or summary adequate. The accounts shall be properly identified and duly
authenticated. The commission, where reasonable, may approve or disapprove a
contract or arrangement without submission of the cost records or accounts.

Section 70. 196.795 (1) (g) 1. of the statutes is amended to read:

196.795 (1) (@) 1. As a beneficial owner , to take, hold or acquire 5% or more of

the outstanding voting securities of a public utility , other than a transmission

company , with the unconditional power to vote those securities.

Secrion 71. 196.795 (1) (@) 2. of the statutes is amended to read:

196.795 (1) (g) 2. Toexchange or convert 50% or more of the outstanding voting
securities of a public utility , other than a municipality or other political subdivision

or a transmission company , for or into the voting securities of a company organized,

created, appointed or formed by or at the direction of the public utility or of a
subsidiary of such company .

Section 72. 196.795 (1) (h) 3. of the statutes is created to read:

196.795 (1) (h) 3. “Holding company” does not include atransmission company .

Section  73. 196.795 (1) (p) of the statutes is created to read:

196.795 (1) (p) “Transmission company” has the meaning given in s. 196.485
(1) (ge)-

Section 74. 196.795 (5) (i) 1. of the statutes is amended to read:
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196.795 (5) (i) 1. Shall consider the public utility affiliate as a wholly

independent corporation and shall impute a capital structure to the public utility

affiliate and establish a cost of capital for the public utility affiliate on a stand-alone

basis ;

Secron 75. 196.795 (5) (p) 1., 2., 3. and 4. of the statutes are renumbered
196.795 (6m) (b) 1., 2., 3. and 4.

Section 76. 196.795 (5) (pm) 1. (intro.) of the statutes is repealed.

Secrion 77. 196.795 (5) (pm) 1. a. of the statutes is renumbered 196.795 (6m)
(@) 3.

Section 78. 196.795 (5) (pm) 1. b. of the statutes is renumbered 196.795 (6m)
(a) 5.

Section 79. 196.795 (5) (pm) 1. c. of the statutes is renumbered 196.795 (6m)
(a) 6.

Section 80. 196.795 (5) (pm) 2. of the statutes is renumbered 196.795 (6m) (c)
and amended to read:

196.795 (6m) (c) Wholesale merchant plants. The assets of a wholesale

merchant plant shall not be included in the sum of the assets of a public utility
affiliate under par. (p) (b) 1. a, b. or c. and shall not be included in a nonutility
affiliate’ stotal assets under par.(p) (b) 2. a. if the requirements specified in s. 196.491
(3m) (a) 1. and 2. are satisfied or if the wholesale merchant plant gualifies for the
exemption under s. 196.491 (3m) (e).

Secrion 81. 196.795 (5) (pm) 3. of the statutes is renumbered 196.795 (6m) (d)
and amended to read:

196.795 (6m) (d) Foreign affiliates . The assets of a foreign affiliate shall be

included in the sum of the assets of a public utility affiliate under par. (p) (b) 1. a,
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b. or c. and shall not be included in a nonutility affiliate’ s total assets under par. (p).
(b) 2. a.

Secmion 82. 196.795 (6m) (title) of the statutes is created to read:

196.795 (6m) (title) Asser cap.

Section 83. 196.795 (6m) (a) (intro.) of the statutes is created to read:

196.795 (6m) (a) Definitions. (intro.) In this subsection:

Section 84. 196.795 (6m) (a) 1. of the statutes is created to read:

196.795 (6m) (a) 1. “Contributor public utility affiiate” means a public utility
affiliate that has contributed its transmission facilities to the transmission company
under s. 196.485 (5) (b).

Section 85. 196.795 (6m) (a) 2. of the statutes is created to read:

196.795 (6m) (a) 2. “Eligible asset” means an asset of a nonutility  affiliate that
is used for any of the following:

a. Producing, generating, transmitting, delivering, selling or furnishing gas,
oil, electricity or steam energy .

b. Providing an energy management, conservation or efficiency product or
service or a demand-side management product or service.

c. Providing an energy customer service, including metering or billing.

d. Recovering or producing energy from waste materials.

e. Processing waste materials.

f. Manufacturing,  distributing  or selling products for filtration, pumping water
or other fluids, processing or heating water, handling fluids or other related
activities.

g. Providing a telecommunications  service, as defined in s. 196.01 (9m).

Secrion 86. 196.795 (6m) (a) 4. of the statutes is created to read:
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196.795 (6m) (a) 4. “Generation assets” means assets that are classified as
electric generation assets on the books of account of a public utility , as determined
by the commission.

Section 87. 196.795 (6m) (b) (litle) of the statutes is created to read:

196.795 (6m) (b) In general.

Section 88. 196.795 (6m) (e) of the statutes is created to read:

196.795 (6m) (e) Contributor public utility affiliates. 1. The eligible assets of
anonutility  affiliate in a holding company system that includes a contributor public
utility  affiliate shall not be included in the sum of the assets of the public utility
affiliates under par. (b) 1. a., b. or c. and shall not be included in the nonutility
affiliate' s total assets under par. (b) 2. a.

2. For purposes of subd. 1., all of the assets of a nonutility affiiate shall be
considered eligible assets if each of the following is satisfied:

a. The bylaws of the nonutility affiliate or a resolution adopted by its board of
directors specifies that the business of the nonutility affiliate is limited to activities
involving eligible assets.

b. Substantially all of the assets of the nonutility affiliate are eligible assets.

3. The net book value of transmission facility assets that a contributor public
utility affiliate has contributed to a transmission company under s. 196.485 (5) (b)
shall be included in the sum of the assets of the public utility affiliate under par. (b)
1. a, b. and c. In determining net book value under this subdivision, accumulated
depreciation shall be calculated as if the contributor public utility affiliate had not
contributed the assets.

4. The net book value of generation assets that a contributor public utility

affliate has transferred to a person that is not affliated with the public utility
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affiliate pursuant to the order of the commission, a court or a federal regulatory
agency shall be included in the sum of the assets of the public utility affiliate under
par. (b) 1. a, b. and c. In determining net book value under this subdivision,
accumulated depreciation shall be calculated as if the contributor public utility
affiliate had not transferred the assets.

Section 89. 196.795 (11) (b) of the statutes is amended to read:

196.795 (11) (b) This section shall be deemed to legalize and confirm the
formation, prior to November 28, 1985, of any holding company , which is not itself
a public utility , and shall be deemed to legalize and confirm the operations and
issuances of securities of the holding company , except that nothing in this section
shall be deemed to prevent the commission from imposing reasonable terms,
limitations  or conditions on any holding company which are consistent with the
requirements  of sub. (5) {(pm) (6m) (c) or (d) or which are consistent with and
necessary to satisfy the requirements of sub. (5) (b) to (o) and (q) to (s) or which relate
to future investments by the holding company unless the holding company owns,
operates, manages or controls a telecommunications  utility and does not also own,
operate, manage or control apublic utiity which is not a telecommunications  utility .

Section 90. 196.795 (11) (c) of the statutes is created to read:

196.795 (11) (c) The commission may not impose upon a holding company the
formation of which is considered to be legalized and confirmed under par. (b) any
term, limitation or condition under par. (b) that establishes the sum of the holding
company' s nonutility  affiliate  assets at less than 25% of the sum of the holding
company' s utility affliate assets. For purposes of this paragraph, any tem,
limitation  or condition on nonutility affiiate assets shall not apply to the ownership,

operation, management or control of any eligible asset, as defined under sub. (6m)
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(a) 2., or an asset that is used for manufacturing, distributing  or selling swimming
pools or spas.

Section 91. 196.807 of the statutes is created to read:

196.807 Energy affiliate and utility employes. (1) D eriniTiONs. In this
section:

(a) “Acquire an energy unit” means to lease, purchase or otherwise acquire
ownership or control of the energy unit.

(b) “Affiliate or utility” means a nonutility affiliate, as defined in s. 196.795 (1)
(i), a holding company system, as defined in s. 196.795 (1) (i), or an electric utility ,
as defined in s. 196.491 (1) (d).

(c) “Energy unit” means a unit that is engaged in activities related to the
production, generation, transmission or distribution  of electricity , gas or steam or the
recovery of energy from waste materials.

(d) “Holding company system” has the meaning given in s. 196.795 (1) (i).

(e) “Unit” means a division, department or other operational business unit of
an affiliate or utility .

(2) OFrer oF EMPL(‘)YMENT . (a) Except as provided in par. (b), a person that
acquires an energy unit shall offer employment to the nonsupervisory employes who
are employed with the energy unit immediately prior to the acquisition and who are
necessary for the operation and maintenance of the energy unit

(b) A nonutility affiliate that acquires an energy unit of a public utility affiliate
in the same holding company system shall offer employment to all of the
nonsupervisory employes who are employed with the energy unit immediately prior

to the acquisition.
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(3) EmpLOYMENT TERMS AND CONDITIONS. (@) Except as provided in par. (b), the
employment that is offered under sub. (2) shall satisfy each of the following during
the 30-month period beginning immediately after the acquisition:

1. Wage rates shall be no less than the wage rates in effect immediately prior
to the acquisition.

2. Fringe benefits shall be substantially equivalent to the fringe benefits in
effect immediately prior to the acquisition.

3. Terms and conditions of employment, other than wage rates and fringe
benefits, shall be substantially equivalent to the terms and conditions in effect
immediately prior to the acquisition.

(b) A collective bargaining agreement may modify or waive a requirement

specified In par. (a). S
(4) Commission apPRov AL. No person may M;rgy unit unlesﬂg__gb_g_,,,_.m-—-——/"' ’

™

7

T < —

date of the

commission determines that the person has satisfied subs. (2) and (3).

(5) AppucasiiTy . This section does not apply_- until

expiration ,

specifies the date thal"the commission determines |is the effective date of this section.

92. 200.01 (2) of the statutes is amended tfo read:

200.01 (2) “Public service corporation” me?gns and embraces every corporation,

|
except municipalites and other political subdi?isions. which is a public utility as
defined in s.196.01, and every corporation whicl§ is arailroad as defined in s. 195.02,

but shall not include a public utility corporationf receiving an annual gross revenue

i

ez"}‘ O TC



" Page 63 |

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

_ : _an LRB-3150/1
1999 -~ 2000 Legislature 63 MDK-kmg:ch
BILL Secrion 92

of less than $1,000 for the calendar year next preceding the issuance of any securities

by it. “Public service corporation” includes a holding company , as defined under s.
196.795 (1) (h), which is a public utility ,as defined under s.196.01 (5). “Public service
corporation” does not include a telecommunications  utility , as defined in s. 196.01
(10). "Public service corporation” does not include any other holding company unless
the holding company was formed after November 28, 1985, and unless the
commission has determined, under s. 196.795 (7) (a), that each nonutility affiliate,

as defined under s. 196.795 (1) (i), does not and cannot reasonably be expected to do
at least one of the items specified in s. 196.795 (7) (a). “Public service corporation”

does not include a company , as defined in s. 196.795 (1) (f), which owns, operates,
manages or controls a telecommunications  utility , as defined in s.196.01 (10), unless
such company also owns, operates, manages or controls a public utility which is not

a telecommunications utility . “Public service corporation” does not include a

transmission company , as defined in s. 196.485 (1) (ge).

Section 93. 285.48 of the statutes is created to read:

28548 Nitrogen oxide emissions from certain electric generation
facilities. (1) In establishing nitrogen oxide emission reductions for the control of
atmospheric ozone in another state pursuant to acall for astate implementation  plan
issued prior to the effective date of this subsection ... [revisor inserts date], the
department may not, in an implementation  plan under s. 285.11 (6), by rule or
through the adoption of control strategies, regulate nitrogen oxide emissions from
electric generation facilites that are located in Ashland, Barron, Bayfield, Buffalo,
Burnett, Chippewa, Clark, Douglas, Dunn, Eau Claire, lron, Jackson, La Crosse,
Monroe, Pepin, Pierce, Polk, Price, Rusk, Sawyer, St. Croix, Taylor , Trempealeau,

Vernon or Washburn county .
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(2) The department may not, based solely on the prohibiton under sub. (1),
require more stringent nitrogen oxide emission reductions for any electric utility , as
defined in s. 196.491 (1) (d), or large industrial core source in this state that is
identified by the federal environmental protection agency.

Section 94. Nonstatutory  provisions.

(1) INmIAL  APPOINTMENTS TO COUNCIL  ON UTLITY  PUBLIC  BENEFITS.
Notwithstanding section 15.107 (17) (intro.) of the statutes, as created by this act,
the initial members of the council on utility public benefits shall be appointed for the
following terms:

(a) One of the members under section 15.107 (17) (a), (b) and (d) of the statutes,
as created by this act, for terms expiring on July 1, 2001.

(b) One of the members under section 15.107 (17) (a) of the statutes, as created
by this act, and the members under section 15.107 (17) (c), (e) and (f) of the statutes,
as created by this act, for terms expiring on July 1, 2002.

(c) One of the members under section 15.107 (17) (b) and (d) of the statutes, as
created by this act, and the members under section 15.107 (17) (g) and (h) of the
statutes, as created by this act, for terms expiring on July 1, 2003.

(2) PusLiIc SERVICE COMMISSION RULES .

(a) Using the procedure under section 227.24 of the statutes, the public service
commission shall promulgate the rules required under section 196.378 (3) (a) of the
statutes, as created by this act, for the period before the effective date of the
permanent rules promulgated under that section, but not to exceed the period
authorized under section 227.24 (1) (c) and (2) of the statutes. Notwithstanding
section 227.24 (1) and (3) of the statutes, the commission is not required to make a

finding of emergency .



Page 65 {

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

: LRB-3150/1
1999 - 2000 Legislature - 65 - MDK:kmg:ch

BILL Secrion 94

(b) The public service commission shall submit in proposed form the rules
required under section 196.378 (3) (a) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes no later than the first
day of the 6th month beginning after the effective date of this paragraph.

(3) DEPARTMENT OF ADMINISTRA TION RULES .

(a) Using the procedure under section 227.24 of the statutes, the department
of administration  shall promulgate the rules required under section 16.957 (2) (c)
and (4) (b) of the statutes, as created by this act, for the period before the effective
date of the permanent rules promulgated under that section, but not to exceed the
period authorized under section 227.24 (1) (c) and (2) of the statutes.
Notwithstanding section 227.24 (1) and (3) of the statutes, the department is not
required to make a finding of emergency .

(b) The department of administration  shall submit in proposed form the rules
required under section 16.957 (2) (c) and (4) (b) of the statutes, as created by this act,
to the legislative council staff under section 227.15 (1) of the statutes no later than
the first day of the 6th month beginning after the effective date of this paragraph.

Section 95. Appropriation changes.

(1) In the schedule under section 20.005 (3) of the statutes for the appropriation
to the public service commission under section 20.155 (1) (j) of the statutes, as
affected by the acts of 1999, the dollar amount is increased by $125,000 for fiscal year
1999-00 and the dollar amount is increased by $125,000 for fiscal year 2000-01 for
the purpose for which the appropriation is made.

Section 96. Initial  applicabifity

(1) The treatment of sections 16.969, 20.505 (1) (ge) and (gs) and 196.491 (3)

(gm) and (3g) of the statutes first applies to cerfificates of public convenience and
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necessity that are approved by the public service commission on the effective date of
this subsection.

(2) The treatment of section 196.491 (3) (d) 3r. and 3t of the statutes first
applies to applications for certificates of public convenience and necessity that are
filed with the public service commission on the effective date of this subsection.

(3) The treatment of sections 76.28 (1) (d), (e) (infro.) and 5. and (j} and (2) (¢)

(intro.), (d) and (e) and 196.485 (1) (ge) of the statutes first applies to taxable years

beginning on January 1 of the year in which this subsection takes effect, except that
if this subsection takes effect after July 31 the treatment of sections 76.28 (1) (d), (e)
(intro.) and 5. and (j) and (2) (c) (intro.), (d) and (e) of the statutes first applies to
taxable years beginning on January 1 of the year following the year in which this
subsection takes effect.

(END})
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(1) (gm), 196.485 (1) (j), 196.485 (1m), 196.485 (2) (ar), 196.485 (2) (bx), 196.485
(2) (d), 196.485 (2) (e), 196.485 (3m), 196.485 (4) (am), 196.485 (5), 196.485 (6),
196.485 (6m), 196.485 (7), 196.485 (8), 196.487, 196.491 (3) (d) 3r., 196.491 (3)
(d) 3t., 196.491 (3) (gm), 196.491 (3g), 196.494 (5), 196.795 (1) (h) 3., 196.795 (1)
(p), 196.795 (6m) (title), 196.795 (6m) (a) (intro.), 196.795 (6m) (a) 1., 196.795
(6m) (a) 2., 196.795 (6m) (a) 4., 196.795 (6m) (b) (title), 196.795L6m) (e), 196.795

QW
(11) (c), 196.807 and 285.48 of the statutes; relating to: contro

facilities by a transmission company and a Midwest indep€ndent system

operator, ownership of nonutility assets by a public utility holding company,
investments in transmission facilities, offers of employment to certain public
utility and nonaffiliate employes, fees and approvals for certain high~voltage
transmission lines, construction of certain electric transmission facilities,

environmental reviews by the public service commission, reports on reliability

status of electric utilities, state participation in a regional t ngm

~Fans

and siting compact, incentives for development of certai
study of market power and retail electric competitign, market~based
compensation, rates and contracts for electric customers, regulation of certain
nitrogen oxide emissions, establishing programs for low—income energy
assistance, improving energy conservation and efficiency markets and
encouraging the development and use of renewable resources, creating a
council on utility public benefits, establishing a utility public benefits fund,
requiring electric utilities and retail electric cooperatives to charge public
benefits fees to customers and members, imposing requirements on the use of

renewable resources by electric utilities and cooperatives, requiring the
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average annual income of low—income households in this state in that fiscal year
multiplied by the estimated number of low—-income households in this state in that
fiscal year.

(0) “Low-—income need percentage” means the percentage that results from
dividing the sum of the following by the amount of low—income need in fiscal year
1998-99:

1. The total amount received by the department for low~income funding under
42 USC 6861 to 6873 and 42 USC 8621 to 8629 in fiscal year 1997-98.

1m. The public benefits fees established for fiscal year 1999-2000 under sub.

@) (o)1, 7

3. Fifty percent of the pirtblic behefits fees charged by municipal utilities and

!e’ gn-qvw (999 Koo

retail electric cooperativesg Sl\‘

(p) “Low-income need/target” mea}s@\ product of the low—income need
percentage multiplied by Jow—income need in a fiscal year.

(@) “Municipal utility” means an electric utility that is owned wholly by a
municipality and that owns a retail distribution system.

(qm) “Public utility” has the meaning given in s. 196.01 (5).

(r) “Renewable resource” has the meaning given in s. 196.378 (1) (g).

(s) “Retail capacity” means the total amount of electricity that an electric
provider is capable of delivering to its retail customers and that is supplied by electric
generating facilities owned or operated by the electric provider or any other person.
“Retail capacity” does not include any electricity that is not used to satisfy the electric

provider’s retail load obligations.
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(t) “Retail electric cooperative” means a cooperative association that is

organized under ch. 185 for the purpose of providing electricity at retail to its
members only and that owns or operates a retail electric distribution system.

(u) “Total low—income energy bills” means the total estimated amount that all
low—income households are billed for residential electricity, natural gas and heating
fuel in a fiscal year.

(v) “Wholesale electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at wholesale to its
members only.

(w) “Wholesale supply percentage” means the percentage of a municipal
utility’s or retail electric cooperative’s retail capacity in a fiscal year that is supplied
by a wholesale supplier.

(x) “Wholesale supplier” means a wholesale electric cooperative or a municipal
electric company, as defined in s. 66.073 (3) (d), that supplies electricity at wholesale
to a municipal utility or retail electric cooperative.

(2) DEPARTMENT DUTIES. In consultation with the council, the department shall
do all of the following:

(a) Low-income programs. After holding a hearing, establish programs to be
administered by the department of administration through the division of housing
for awarding grants from the appropriation under s. 20.505 (10) (r) to provide
low—income assistance. In each fiscal year, the amount awarded under this
paragr&?h in ::t:‘fé);:vie:’therization -z/d ({):}fr‘; fmgy ;zlsmft}(}? ‘.Sf(-,‘. (ffb i}:‘all
be sufficient to equal 47% of the sum ?f all moneys,‘ rectived from the federal

government under 42 USC 6861 to 6873 a;"id 42 USC 8621 to 8629 in-ebiseetyear and

50% of the moneys collected in public béneﬁts fees under sub. (5).
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(4) A county, town, village or city that receives a distribution under sub. (3) (b)

may use the distr{bution only for park, conservancy, wetland or other environmental
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offset programs
o b“ ’ ‘ “\l—\
dierbrertioTfor any ﬁmitigation measure that is required in an order by the
commission under s. 196.491 (3) regarding the certificate of public convenience and
necessity specified in sub. (2) (intro.).
SECTION 4. 20.005 (3) (schedule) of the statutes: atthe appropriate place, insert

the following amounts for the purposes indicated:
1999-00 2000-01
20.505 Administration, department of
(10) UTILITY PUBLIC BENEFITS
(@)  General program operations SEG A —0- —0—
SECTION 5. 20.505 (1) (ge) of the statutes is created to read:
20.505 (1) (ge) High-voltage transmission line annual impact fee distributions.
All moneys received from the payment of fees under the rules promulgated under s.
16.969 (2) (a) for distributions to to towns, villages and cities under s. 16.969 (3) (a).
SECTION 6. 20.505 (1) (gs) of the statutes is created to read:
20.505 (1) (gs) High-voltage transmission line environmental impact fee
distributions. All moneys received from the payment of fees under the rules
promulgated under s. 16.969 (2) (b) for distributions to to counties, towns, villages

and cities under s. 16.969 (3) (b).

SECTION 7. 20.505 (10) of the statutes is created to read:
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regulatory commission has conditionally authorized in an order issued on September
16, 1998, or the successor to such independent system operator.

SECTION 38. 196.485 (1) (dt) of the statutes is created to read:

196.485 (1) (dt) “Nontransmission utility security holder” means a security
holder that is not a transmission utility security holder.

SECTION 39. 196.485 (1) (dv) of the statutes is created to read:

196.485 (1) (dv) “Organizational start-up date” means, with respect to a
transmission company that is organized as a limited liability company under ch. 183,
the date on which the articles of organization become effective under s. 183.0111 or,
with respect to a transmission company that is organized as a corporation under ch.
180, the date on which the articles of incorporation become effective under s.
180.0123.

SECTION 40. 196.485 (1) (em) of the statutes is created to read:

196.485 (1) (em) “Retail electric cooperative” means a cooperative that provides
retail electric service,",‘\o Fi o, (.

SECTION 41. 196.485 (1) (fe) of the statutes is created to read:

196.485 (1) (fe) “Security” means, with respect to a transmission company
organized as a corporation under ch. 180, a share, as defined in s. 180.0103 (15), and,
with respect to a transmission company organized as a limited liability company
under ch. 183, a limited liability company interest, as defined in s. 183.0102 (11).

SECTION 42. 196.485 (1) (ge) of the statutes is created to read:

196.485 (1) (ge) “Transmission company” means a corporation organized under
ch. 180 or a limited liability company organized under ch. 183 that has as its sole
purpose the planning, constructing, operating, maintaining and expanding of

transmission facilities that it owns to provide for an adequate and reliable
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(b) The public service commission shall submit in proposed form the rules
required under section 196.378 (3) (a) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes no later than the first
day of the 6th month beginning after the effective date of this paragraph.

(3) DEPARTMENT OF ADMINISTRATION RULES.

(a) Using the procedure under section 227.24 of the statutes, the department
of administration shall promulgate the rules required under section 16.957 (2) (c)
and (4) (b) of the statutes, as created by this act, for the period before the effective
date of the permanent rules promulgated under that section, but not to exceed the
period authorized under section 227.24 (1) (c¢) and (2) of the statutes.
Notwithstanding section 227.24 (1) and (3) of the statutes, the department is not
required to make a finding of emergency.

(b) The department of administration shall submit in proposed form the rules
required under section 16.957 (2) (c) and (4) (b) of the statutes, as created by this act,
to the legislative council staff under section 227.15 (1) of the statutes no later than
the first day of the 6th month beginning after the effective date of this paragraph.

SECTION 95. Appropriation changes.

(1) Inthe schedule under section 20.005 (8) of the statutes for the appropriation

to the public service commission under section 20.155 (1) i of the statutes, as
0,009
affected by the acts of 1999, the dollar amount is increasgd by $¥251609-f0r fiscal year
a $pjh oo
for fiscal year 2000-01 for

1999-00 and the dollar amount is increased by

the purpose for which the appropriation is made.
SEcTION 96. Initial applicability.
(1) The treatment of sections 16/969, 20.505 (1) (ge) and (gs) and 196.491 (3)

(gm) and (8g) of the statutes first applies to certificates "’6f“i§ﬁ§ﬁc convenience and

A 1)K S
4 (’\'9‘“9 g
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1 AN ACT to repeal/{96.485 (3) (bm) and 196.795 (5) (pm) 1. (intro.); f0 renumber
2 196.025, 196/485 (1) (dm) 1., 196.795 (5) (p) 1., 2., 3. and 4., 196.795 (5) (pm) 1.
3 a., 196.79% (5) (pm) 1. b. and 196.795 (5) (pm) 1. c.; o renumber and amend
4 196.485 (1) (dm) 3., 196.795 (5) (pm) 2. and 196.795 (5) (pm) 3.; fo amend 76.28
5 (1) (d), 76.28 (1) (e) (intro.), 76.28 (2) (c) (intro.), 76.28 (2) (d), 196.31 (1) (intro.),
6 196.485 (1) (dm) (intro.), 196.485 (2) (a) (intro.), 196.485 (4) (a) (intro.), 196.491
7 (3m) (b) 2., 196.494 (3), 196.494 (4), 196.52 (3) (a), 196.795 (1) (g) 1., 196.795 (1)
8 (g) 2.,196.795 (5) (i) 1., 196.795 (11) (b) and 200.01 (2); 2o repeal and recreate
9 196.374 and 196.485 (title); and #o create 15.107 (17), 16.957, 16.969, 20.505
10 (1) (ge), 20.505 (1) (gs), 20.505 (10), 25.17 (1) (xm), 25.96, 76.28 (1) (e) 5., 76.28
11 (1) (§), 76.28 (2) (e), 196.025 (2), 196.025 (3), 196.025 (4), 196.025 (5), 196.192,
12 196.378, 196.485 (1) (am), 196.485 (1) (be), 196.485 (1) (bs), 196.485 (1) (dm) 2.,
13 -196.485 (1) (do), 196.485 (1) (dq), 196.485 (1) (dr), 196.485 (1) (ds), 196.485 (1)

14 (dt), 196.485 (1) (dv), 196.485 (1) (em), 196.485 (1) (fe), 196.485 (1) (ge), 196.485
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(1) (gm), 196.485 (1) (j), 196.485 (1m), 196.485 (2) (ar), 196.485 (2) (bx), 196.485
(2) (d), 196.485 (2) (e), 196.485 (3m), 196.485 (4) (am), 196.485 (5), 196.485 (6),
196.485 (6m), 196.485 (7), 196.485 (8), 196.487, 196.491 (3) (d) 3r., 196.491 (3)
(d) 3t.,.196.491 (3) (gm), 196.491 (3g), 196.494 (5), 196.795 (1) (h) 3., 196.795 (1)
(p), 196.795 (6m) (title), 196.795 (6m) (a) (intro.), 196.795 (6m) (a) 1., 196.795
(6m) (a) 2.,196.795 (6m) (a) 4., 196.795 (6m) (b) (title), 196.795 (6m) (e), 196.795 j -
(11) (c), 196.807 and 285.48 of the statutes; relating to: control ﬁ:ﬁgfhf;nissibn ‘
facilities by a transmission company and a Midwest indeéaendent gystem
operator, ownership of nonutility assets by a public utility holding company,
investments in transmission facilities, offers of employment to certain public
utility and nonaffiliate employes, fees and approvals for certain high—voltage
transmission lines, construction of certain electric transmission facilities,
environmental reviews by the public service commission, reports on reliability
status of electric utilities, state participation in a regional transmission need
and siting compact, incentives for development of certain generating facilities,
study of market power and retail electric competition, market-based
compensation, rates and contracts for electric customers, regulation of certain
nitrogen oxide emissions, establishing programs for low—income energy
assistance, improving energy conservation and efficiency markets and
encouraging the development and use of renewable resources, creating a
council on utility public benefits, establishing a utility public benefits fund,
requiring electric utilities and retail electric cooperatives to charge public

benefits fees to customers and members, imposing requirements on the use of

renewable resources by electric utilities and cooperatives, requiring the
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exercise of rule-making authority, making appropriations and providing a

penalty.

Analysis by the Legislative Reference Bureau

This bill does each of the following: 1) establishes programs administered by
the department of administration (DOA) for providing energy assistance to
low—income households (low—income programs), for conservation and efficiency
services (conservation programs) and for encouraging the development and use of
renewable energy resources (renewables programs); 2) imposes certain
requirements on the generation of electricity from renewable energy resources; 3)
creates an exemption from the cap on investments of public utility holding companies
in nonutility affiliate assets (asset cap); 4) changes requirements regarding the
operation of the transmission system of the state; 5) imposes employment
requirements with respect to the acquisition of certain energy business units; 6)
changes the requirements for the approval of certain high—voltage transmission
lines; and 7) imposes various other requirements, including changes to the duties of
the public service commission (PSC), prohibitions on the authority of the department
of natural resources (DNR) regarding nitrogen oxide emissions and requirements for
an interstate compact on regional transmission need and siting.

Low-income, conservation and renewables programs

After consulting with a council on utility public benefits that is created under
the bill, DOA is required to establish the low—income, conservation and renewables
programs. DOA must hold a hearing before establishing the programs.

The bill requires the division of housing in DOA to contract with certain
nonprofit or governmental entities for the administration of the low-income
programs. DOA must also contract with a nonprofit corporation for the
administration of the conservation and renewables programs.

The programs established by DOA are funded by a public benefits fee that DOA
collects from nonmunicipal electric public utilities, which must charge the public
benefits fees to their customers. Municipal electric public utilities and retail electric
cooperatives (municipal utilities and cooperatives) are also required to charge a
public benefits fee to their customers or members. Every three years, a municipal
utility or cooperative may elect to contribute all or a specified portion of the public
benefits fees to DOA for the programs established by DOA. A municipal utility or
cooperative that does not elect to contribute all of the public benefits fees to DOA
must spend specified portions of the fees on its own “commitment to community
programs”, which are defined as low—income assistance and conservation programs.

Each municipal utility and cooperative must charge a public benefits fee that
is sufficient for the utility or cooperative to collect an annual average of $17 per
meter. However, for the period ending on June 30, 2008, the amount of any increase
to an electric bill that is based on the public benefits fee charged by a municipal
utility or cooperative may not exceed 3% of the total of every other charge billed
during that period, or $750 per month, whichever is less.
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For nonmunicipal utilities, the bill directs DOA to determine the amount of the
public benefits fee, which consists of a portion sufficient to fund the low—income
programs and a portion sufficient to fund the conservation and renewables
programs. The bill allows DOA to reduce the amount that must be collected for the
conservation and renewables programs if DOA determines to reduce or discontinue
such programs. The public benefits fee paid by a customer of a nonmunicipal utility
is subject to the same limit that applies to a municipal utility or cooperative for the
period ending on June 30, 2008.

The bill also requires certain electric utilities to make expenditures that are
based on the percentage of annual operating revenues that the electric utilities are
required to spend under current law on energy conservation programs. Under
current law, the electric utilities are required to spend at least 0.5% of their annual
operating revenues on such programs. This bill requires the PSC to determine the
amount that an electric utility was required to spend on such programs in 1998.
Under the bill, an electric utility must spend a decreasing portion of the amount
determined by the PSC for 1998 on energy conservation programs and contribute an
increasing portion of the amount to the PSC for deposit in a utility public benefits
fund, which is used to fund the programs established by DOA under the bill.

Renewable energy resources

Under this bill, specified percentages of the electricity generated by a public
utility or retail cooperative must be generated from renewable energy resources. The
percentage is calculated on the basis of a public utility’s or retail cooperative’s total
retail energy sales. The bill allows public utilities and retail cooperatives to purchase
credits from other public utilities and retail cooperatives that generate electricity
from renewable energy resources in excess of the percentages required under the bill.

The bill also includes other requirements, including requirements for
calculating the percentages and reporting compliance with the percentages to DOA.

Asset cap

With certain exceptions, current law prohibits the investments of a public
utility holding company system (system) in nonutility affiliate assets from exceeding
a specified asset cap.

This bill creates a new exception from this prohibition if the public utility
affiliates in a system satisfy certain requirements, including the following: 1)
petitioning the PSC and the federal energy regulatory commission for approval to
transfer operational control of their electric transmission facilities that are located
in the midwest region of the United States to an independent system operator; and
2) filing a commitment with the PSC to transfer ownership of such transmission
facilities and related land rights to a transmission company that satisfies specified
requirements. If the public utility affiliates satisfy the requirements for the
exception, then certain nonutility affiliate assets are not included in calculating
whether the system exceeds the asset cap. The assets that are not included in the
calculation include the assets of a nonutility affiliate that are used for the following:
1) producing or selling gas, oil, electricity or steam energy; 2) providing energy
management, conservation or efficiency products or services; 3) providing energy
customer services; 4) recovering or producing energy from waste materials; 5)
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processing waste materials; 6) manufacturing or selling certain filtration or fluid
pumping products; and 7) providing telecommunications services.

Transmission system operation

This bill allows transmission utilities to transfer ownership of their
transmission facilities to a transmission company that satisfies certain
requirements, including the requirements to apply for approval to begin operations
no later than January 1, 2000. The bill requires the transmission utilities that make
such a transfer to enter into contracts with the transmission company to provide.
operation and maintenance with respect to the transmission facilities for a period of
at least three years. A transmission utility that is a public utility affiliate in a public
utility holding company system must comply with these transfer requirements in
order for the system to qualify for the exception from the asset cap that is described
above.

The bill also provides that, after the transmission company begins operations,
a transmission utility or cooperative that has transferred ownership of its
transmission facilities to the transmission company no longer has a duty to provide
transmission services. Instead, the transmission company has the exclusive duty to
provide transmission service in a specified area of the state. The transmission
company’s duty terminates when a certain independent system operator begins
operations. This independent system operator is a person that has received the
conditional approval of the federal energy regulatory commission to provide
transmission service in the midwest region of the United States.

Under the bill, after the independent system operator begins operations, it has
the exclusive duty to provide transmission service in a specified area of the state and
each public utility that provides transmission service in that area must transfer
operational control over its transmission facilities to the independent system
operator. In addition, as noted above, a public utility affiliate must make such a
transfer to qualify for the exception to the asset cap exception described above.

The bill imposes other requirements on the organization, formation and
operation of the transmission company. In addition, the bill exempts the property
of the transmission company from the property tax.

Employment requirements for acquired energy units

The bill imposes certain employment requirements on a person who acquires
an energy unit, which is defined as a business unit of a nonutility affiliate in a public
utility holding company system or a public utility or cooperative association in which
the business unit engages in certain energy-related activities. A person who
acquires an energy unit must offer employment to the energy unit’s nonsupervisory
employes who are necessary for the operation and maintenance of the energy unit.
If a nonutility affiliate acquires an energy unit in the same holding company system,
the nonutility affiliate must offer employment to all of the energy unit’s
nonsupervisory employes. A person or nonutility affiliate that is subject to the bill’s
requirements must, during the 30-month period after the acquisition, offer
employment at wage rates that are no less than the wage rates in effect immediately
prior to the acquisition. In addition, during the same 30-month period, the terms
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and conditions of employment, including fringe benefits, must be substantially
similar to the terms and conditions in effect immediately prior to the acquisition.

Approval of high-voltage transmission lines

Under current law, with certain exceptions, a person may not construct a
high—voltage transmission line, which is defined as a line that is designed for
operation at 100 kilovolts or more, unless the PSC issues a certificate of public
convenience and necessity (certificate) to the person. The PSC may not issue a
certificate unless it makes certain specified findings regarding the high—voltage
transmission line.

Under this bill, the PSC may not issue a certificate for a high—voltage
transmission line that is proposed to increase transmission capacity into this state
unless, in addition to the findings under current law, the PSC also makes specified
findings regarding the use of existing rights—of-way and the routing and design of
the line. In addition, the PSC may not issue a certificate for a high—voltage
transmission line that is designed for operation at 345 kilovolts or more unless the
PSC finds that certain benefits are reasonable in relation to the cost of the line.

The bill also imposes fees on persons who are issued certificates for
high—voltage transmission lines that are designed for operation at 345 kilovolts or
more. Such a person must pay an annual impact fee and a one-time environmental
impact fee. The fees are based on the cost of the high—voltage transmission line. The
fees must be paid to DOA, which is required to distribute the fees to counties, towns,
cities and villages through which the high-voltage transmission line is routed.

Other requirements

The bill imposes the following duties on the PSC:

1. Requires the PSC to promulgate rules for carrying out the PSC’s duties under
current law regarding the consideration of environmental impact of certain actions.

2. Requires the PSC to promulgate rules requiring certain electric utilities and
cooperative associations to submit reports on their electric reliability status.

3. Requires the PSC to study and report to the legislature on the establishment
of a program for providing incentives for the development of certain high—efficiency,
small—-scale electric generating facilities.

4. Requires the PSC to contract for a study and submit a report to the
legislature on the potential for horizontal market power of electric generators to
frustrate the creation of effectively competitive retail electric markets.

5. Requires the PSC to approve certain market—based rates, individual
contract options and market-based compensation for service interruptions for
customers of certain electric public utilities.

6. Requires the PSC to order a public utility affiliate or the transmission
company described above to make certain investments in its facilities if the PSC
determines that the public utility affiliate or transmission company is not making
investments that are sufficient to ensure reliable electric service.

The bill allows the governor, on behalf of the state, to enter into an interstate
compact on the need for and siting of regional electric transmission facilities. A
compact under the bill must include certain requirements, including a mechanism
for resolving transmission conflicts between states.



(o2 T B - B \V]

10
11
12
13
14
15
16
17
18

19

1999 — 2000 Legislature —7- MDR Lot
BILL

The bill prohibits DNR from establishing certain reductions in nitrogen oxide
emissions from electric generating facilities in specified counties.

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 15.107 (17) of the statutes is created to read:

15.107 (17) COUNCIL ON UTILITY PUBLIC BENEFITS. There is created a council on
utility public benefits that is attached to the department of administration under s.
15.03. The council shall consist of the following members appointed for 3—year
terms:

(a) Two members appointed by the governor.

(b) Two members appointed by the senate majority leader.

(¢) One member appointed by the senate minority leader.

(d) Two members appointed by the speaker of the assembly.

(e) One member appointed by the assembly minority leader.

(f) One member appointed by the secretary of natural resources.

(g) One member appointed by the secretary of administration.

(h) One member appointed by the chairperson of the public service commission.

SECTION 2. 16.957 of the statutes is created to read:

16.957 Utility public benefits. (1) DeFINITIONS. In this section:

(bm) “Commission” means the public service commission.

(¢) “Commitment to community program” means a program by a municipal
utility or retail electric cooperative for low—income assistance or an energy

conservation program by a municipal utility or retail electric cooperative.
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(cm) “Council” means the council on utility public benefits created under s.
15.107 (17).

(d) “Customer application of renewable resources” means the generatién of
electricity from renewable resources that takes place on the premises of a customer
of an electric provider.

(e) “Division of housing” means the division of housing in the department.

() “Electric provider” means an electric utility or retail electric cooperative.

(g) “Electric utility” means a public utility that owns or operates a retail electric
distribution system.

(h) “Energy conservation program” means a program for reducing the demand
for natural gas or electricity or improving the efficiency of its use during any period.

(i) “Fiscal year” has the meaning given in s. 655.001 (6).

(k) “Local unit of government” means the governing body of any county, city,
town, village or county utility district or the elected tribal governing body of a
federally recognized American Indian tribe or band.

(L) “Low—income assistance” means assistance to low—income households for
weatherization and other energy conservation services, payment of energy bills or
early identification or prevention of energy crises.

(m) “Low-income household” means any individual or group of individuals in
this state who are living together as one economic unit and for whom residential
electricity is customarily purchased in common or who make undesignated
payments for electricity in the form of rent, and whose household income is not more
than 150% of the poverty line as determined under 42 USC 9902 (2).

(n) “Low-income need” means the amount obtained by subtracting from the

total low—income energy bills in a fiscal year the product of 2.2% of the estimated
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average annual income of low-income households in this state in that fiscal year
multiplied by the estimated number of low—income households in this state in that
fiscal year.

(o) “Low-income need percentage” means the percentage that results from
dividing the sum of the folloWing by the amount of low—income need in fiscal year
1998-99:

1. The total amount received by the department for low—income funding under
42 USC 6861 to 6873 and 42 USC 8621 to 8629 in fiscal year 1997-98.

1m. The public benefits fees established for fiscal year 1999-2000 under sub.
(4) (o) 1.

2. The total amount expended by utilities under s. 196.374.

3. Fifty percent of the public benéfits feegjcharged by mun1c1pa1 utilities and

45‘/’4/5‘&5/\'40/ r ;s@.ﬁg,m
x..,,_j(quj 2000 thet.

(p)  “Low—income need target” means the product of the low-income Hieed--

retail electric cooperatlves

percentage multiplied by low—income need in a fiscal year.

(q) “Municipal utility” means an electric utility that is owned wholly by a
municipality and that owns a retail distribution system.

(qm) “Public utility” has the meaning given in s. 196.01 (5).

(r) “Renewable resource” has the meaning given in s. 196.378 (1) (g).

(s) “Retail capacity” means the total amount of electricity that an electric
provider is capable of deliveringr toits retail customers and that is supplied by electric
generating facilities owned or operated by the electric provider or any other person.

“Retail capacity” does not include any electricity that is not used to satisfy the electric

provider’s retail load obligations.
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1 (t) “Retail electric cooperative” means a cooperative association that is
2 organized under ch. 185 for the purpose of providing electricity at retail to its
3 members only and that owns or operates a retail electric distribution system.
4 (u) “Total low—income energy bills” means the total estimated amount that all
5 low—income households are billed for residential electricity, natural gas and heating
6 fuel in a fiscal year.
7 (v) “Wholesale electric cooperative” means a cooperative association that is
8 organized under ch. 185 for the purpose of providing electricity at wholesale to its
9 members only.
10 (w) “Wholesale supply percentage” means the percentage of a municipal
11 utility’s or retail electric cooperative’s retail capacity in a fiscal year that is supplied

12 by a wholesale supplier.

13 (%) “Wholesale supplier” means a wholesale electric cooperative or a municipal
14 electric company, as defined in s. 66.073 (3) (d), that supplies electricity at wholesale
15 to a municipal utility or retail electric cooperative.

16 (2) DEPARTMENT DUTIES. In consultation with the council, the department shall
17 do all of the following:

18 (a) Low-income programs. After holding a hearing, establish programs to be
19 administered by the department of administration through the division of housing

20 for awarding grants from the appropriation under s. 20.505 (10) (r) to provide

21 low—income assistance. In each fiscal year, the amount awarded under this
22 paragraph in grants for weatherization and ofher-emerg: onservation services shall
23 be sufficient to equal 47% of the sum yo‘" all moneys received from the federal

go.‘,,;_,,v, e ht under 42 JBC636] to 6873 and4 #SC 85621 to 8623 i A fiscal year and /

50% of the Nrofys collected in Puklietnefits fees unlderBub. (5).

Y jveer T
10— 3
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(b) Energy conservation and efficiency and renewable resource programs. 1.
Subject to subd. 2., after holding a hearing, establish programs for awarding grants
from the appropriation under s. 20.505 (10) (s) for each of the following:

a. Proposals for providing energy conservation or efficiency services. In
awarding grants under this subd. 1. a., the department shall give priority to
proposals directed at the sectors of energy conservation or efficiency markets that
are least competitive and at promoting environmental protection, electric system
reliability or rural economic development. In each fiscal year, 1.75% of the
appropriation under s. 20.505 (10) (s) shall be awarded in grants for research and
development proposals regarding the environmental impacts of the electric industry.

b. Proposals for encouraging the development or use of customer applications
of renewable resources, including educating customers about renewable resources
or encouraging uses of renewable resources by customers or encouraging research
technology transfers. In each fiscal year, the department shall ensure that 4.5% /of
the appropriation under s. 20.505 (10) (s) is awarded in grants under this subd. 1. b.

2. For each fiscal year after fiscal year 2003—04, determine whether to continue,
discontinue or reduce any of the programs established under subd. 1. and determine
the total amount necessary to fund the programs that the department determines
to continue or reduce under this subdivision. The department shall notify the
commission if the department determines under this subdivision to reduce funding.

(¢) Rules. Promulgate rules establishing all of the following:

1. Eligibility requirements for low—income assistance under programs
established under par. (a). The rules shall prohibit a person who receives

low—income assistance from a municipal utility or retail electric cooperative under
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a program specified in sub. (5) (d) 2. b. or 3. a. from receiving low—income assistance
under programs established under par. (a).

2. Requirements and procedures for applications for grants awarded under
programs established under par. (a) or (b) 1.

2m. Criteria for the selection of proposals by the corporation specified in sub.
(3) (b).

2n. Criteria for making the determination under par. (b) 2 Rules promulgated
under this subdivision shall require the department to determine whether the need
for a program established under par. (b) 1. is satisfied by the private sector market
and, if so, whether the program should be discontinued or reduced.

4. Requirements for electric utilities to allow customers to include voluntary
contributions to assist in funding a commitment to community program or a program
established under par. (a) or (b) 1. with bill payments for electric service. The rules
may require an electric utility to provide a space on an electric bill in which a
customer may indicate the amount of a voluntary contribution and the customer’s
preference regarding whether a contribution should be used for a program
established under par. (a) or (b) 1. a. or b. The rules shall establish requirements and
procedures for electric utilities to pay to the department any voluntary contributions
included with bill payments and to report to the department customer preferences
regarding use of the contributions. The department shall deposit all contributions
received under this paragraph in the utility public benefits fund.

5. A method for estimating total low—income energy bills, average annual
income of low—income households and the number of low—income households in a

fiscal year for the purpose of determining the amount of low—income need in the fiscal

year.
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(d) Other duties. 1. For each fiscal year after fiscal year 1998-99, determine
the low—income need target for that fiscal year.

2. Encourage customers to make voluntary contributions to assist in funding
the programs established under pars. (a) and (b) 1. The department shall deposit all
contributions received under this paragraph in the utility public benefits fund.

3. Deposit all moneys received under sub. (4) (a) or (5) (c) or (d) in the utility
public benefits fund.

4. Conduct an annual independent audit and submit an annual report to the
legislature under s. 13.172 (2) that describes each of the following:

a. The expenses of the department, other state agencies and grant recipients
in administering or participating in the programs under pars. (a) and (b).

b. The effectiveness of the programs under par. (a) in providing assistance to
low—income individuals.

c. The effectiveness of the programs under par. (b) in reducing demand for
electricity and increasing the use of customer—owned renewable resources.

d. Any other issue identified by the governor, speaker of the assembly or
majority leader of the senate.

(8) CoNTRACTS. (a) The division of housing shall, on the basis of competitive
bids, contract with community action agencies described in s. 46.30 (2) (a) 1.,
nonstock, nonprofit corporations organized under ch. 181 or local units of
government to provide services under the programs established under sub. (2) (a).

(b) The department shall, on the basis of competitive bids, contract with a
nonstock, nonprofit corporation organized under ch. 181 to administer the programs
established under sub. (2) (b) 1., including soliciting proposals, processing grant

applications, selecting, based on criteria specified in rules promulgated under sub.
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(2) (¢) 2m., proposals for the department to make awards and distributing grants to
recipients.

(¢) In selecting proposals and awarding grants under sub. (2) (b), the
department or the nonprofit corporation specified in par. (b) may not discriminate
against an electric provider or its affiliate or a wholesale electric supplier or its
affiliate solely on the basis of its status as an electric provider, wholesale electric
supplier or affiliate.

(4) ELECTRIC UTILITIES. (a) Requirement to charge public benefits fees. Each
electric utility, except for a municipal utility, shall charge each customer a public
benefits fee in an amount established in rules promulgated by the department under
par. (b). An electric utility, except for a municipal utility, shall collect and pay the fees
to the department in accordance with the rules promulgated under par. (b).

(am) Electric bills. An electric utility shall include a public benefits fee in a
customer’s bill and shall provide the customer with an annual statement that
identifies the annual charges for public benefits fees and describes the programs for
which fees are used.

(b) Rules. In consultation with the council, the department shall promulgate
rules that establish the amount of a public benefits fee under par. (a). Fees
established in rules under this paragraph may vary by class of customer, but shall
be uniform within each class, and shall satisfy each of the following:

1. The fees may not be based on the kilowatt—hour consumption of electricity
by customers.

2. No more than 70% of the total amount of fees charged iby an electric provider

may be charged to residential customers and no more than 30% of the total may be

charged to nonresidential customers.
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3. The fees shall allow an electric provider to recover the reasonable and
prudent expenses incurred by the electric provider in complying with this section.

(c) Amount of public benefits fees. A fee established in rules promulgated under
par. (b) shall satisfy each of the following:

1. ‘Low—income funding.’ In fiscal year 1999-2000, a portion of the public
benefits fee shall be an amount that, when added to 50% of the estimated public
benefits fees charged by municipal ﬁtilities and retail electric cooperatives under
sub. (5) (a) for that fiscal year, shall equal $27,000,000. In each fiscal year after fiscal
year 1999-2000, a portion of the public benefits fee shall be an amount that, when
added to the sum of the following shall equal the low—income need target for that
fiscal year determined by the department under sub. (2) (d) 1.:

a. Fifty percent of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for that fiscal yecar.

b. All moneys received under 42 USC 6861 to 6873 and 42 USC 8621 to 8629
for that fiscal year.

c. The total amount spent on programs or contributed to the commission by
utilities under s. 196.374 (3) for that fiscal year.

2. ‘Energy conservation and efficiency and renewable resource funding.” For
fiscal year 1999-2000, a portion of the public benefits fee shall be in an amount that,
when added to 50% of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for that fiscal year, shall
equal $20,000,000. In each fiscal year after fiscal year 1999-2000, a portion of the
public benefits fee shall be the amount determined under this subdivision for fiscal
year 1999-2000, except that if the department determines to reduce or discontinue

a program under sub. (2) (b) 2., the department shall reduce the amount accordingly.
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3. ‘Limitation on electric bill increases.” For the period beginning on the
effective date of this subdivision .... [revisor inserts date], and ending on June 30,
2008, the total increase in a customer’s electric bills that is based on the requirement
to pay public benefits fees, including any increase resulting from an electric utility’s
compliance with this section, may not exceed 3% of the total of every other charge for
which the customer is billed for that period or $750 per month, whichever is less.

(5) MUNICIPAL UTILITIES AND RETAIL ELECTRIC COOPERATIVES. (a) Requirement to
charge public benefits fees. Each retail electric cooperative and municipal utility
shall charge a monthly public benefits fee to each customer or member in amount
that is sufficient for the retail electric cooperative or niunicipal utility to collect an
annual average of $17 per meter. A retail electric cooperative or municipal utility
may determine the amount that a particular class of customers or members is
required to pay under this paragraph and may charge different fees to different
classes of customers or members.

(am) Public benefits fee restriction. Notwithstanding par. (a), for the period
beginning on the effective date of this paragraph .... [revisor inserts date], and ending
on June 30, 2008, the total increase in a customer’s or member’s electric bills that is
based on the requirement to pay public benefits fees, including any increase
resulting from a retail electric cooperative’s or municipal utility’s compliance with
this section, may not exceed 3% of the total of every other charge for which the
member or customer is billed for that period or $750 per month, whichever is less.

(b) Election to contribute to department programs. 1. No later than the first
day of the 12th month beginning after the effective date of this subdivision ....

[revisor inserts date], each municipal utility or retail electric cooperative shall notify
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the department whether it has elected to contribute to the programs established
under sub. (2) (a) or (b) 1. for a 3—year period.

2. No later than every 3rd year after the date specified in subd. 1., each
municipal utility or retail electric cooperative shall notify the department whether
it has elected to ;:ontribute to the programs established under sub. (2) (a) or (b) 1. for
a 3—year period.

(¢) Full contribution. If a municipal utility or retail electric cooperative elects
under par. (b) 1. or 2. to contribute to the programs established both under sub. (2)
(a) and under sub. (2) (b) 1., it shall pay 100% of the public benefits fees that it charges
under par. (a) to the department in each fiscal year of the 3—year period for which it
has made the election.

(d) Partial contributions and commitment to community spending. A
municipal utility or retail electric cooperative not specified in par. (c) shall do one of
the following:

1. If the municipal utility or retail electric cooperative elects to contribute only
to the programs established under sub. (2) (a), the municipal utility or retail electric
cooperative shall, in each fiscal year of the 3—year period for which it elects to
contribute under par. (b) 1. or 2., do all of the following:

a. Pay no less than 50% of the public benefits fees that it charges under par.
(a) to the department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

2. If the municipal utility or retail electric cooperative elects to contribute only

to the programs established under sub. (2) (b) 1., the municipal utility or retail



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1999 — 2000 Legislature -18 - LRB-3150/1
MDK:kmg:ch

BILL SECTION 2
electric cooperative shall, in each fiscal year of the 3—year period for which it elects
to contribute under par. (b) 1. or 2., do all of the following:

a. Pay 50% of the public benefits fees that it charges under par. (a) to the
department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

3. Ifthe municipal utility or retail electric cooperative elects not to contribute
to any of the programs established under sub. (2) (a) or (b) 1., the municipal utility
or retail electric cooperative shall, in each fiscal year of the 3—year period for which
it elects not to contribute under par. (b) 1. or 2., do all of the following:

a. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs. |

(e) Wholesale supplier credit. If a wholesale supplier has established a program
for low—income assistance or an energy conservation program, a municipal utility or
retail electric cooperative that is a customer of the wholesale supplier may do any of
the following:

1. Include an amount equal to the product of the municipal utility’s or retail
electric cooperative’s wholesale supply percentage and the amount that the
wholesale supplier has spent on low—income assistance in a fiscal year in calculating
the amount that the municipal utility or retail electric cooperative has spent on
low—income assistance in that fiscal year under par. (d) 2. b. or 3. a.

2. Include an amount equal to the product of the municipal utility’s or retail

electric cooperative’s wholesale supply percentage and the amount that the
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BILL SECTION 2
wholesale supplier has spent on energy conservation programs or customer
applications of renewable resources in a fiscal year in calculating the amount that
the municipal utility or retail electric cooperative has spent on energy conservation
programs under par. (d) 1. b. or 3. b.

(f) Joint programs. Municipal utilities or retail electric cooperatives may
establish joint commitment to community programs, except that each municipal
utility or retail electric cooperative that participates in a joint program is required
to comply with the spending requirements under par. (d).

(g) Reports. 1. For each fiscal year, each municipal utility and retail electric
cooperative that does not pay 100% of the public benefits fee that it charges under
par. (a) to the department under par. (c) shall file a report with the department that
describes each of the following:

a. An accounting of public benefits fees charged to customers or members under
par. (a) in the fiscal year and expenditures on commitment to community programs
under par. (d), including any amounts included in the municipal utility’s or retail
electric cooperative’s calculations under par. (e).

b. A description of commitment to community programs established by the
municipal utility or retail electric cooperative in the fiscal year.

2. The department shall maintain reports filed under subd. 1. for at least 6
years.

SECTION 3. 16.969 of the statutes is created to read:

16.969 Fees for certain high-voltage transmission lines. (1) In this
section:

(a) “Commission” means the public service commission.
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(b) “High—voltage transmission line” means a high—voltage transmission line,
as defined in s. 196.491 (1) (f), that is designed for operation at a nominal voltage of
345 kilovolts or more.

(2) The department shall promulgate rules that require a person who is issued
a certificate of public convenience and necessity by the commission under s. 196.491
(3) for a high—voltage transmission line to pay the department the following fees:

(a) An annual impact fee in an amount equal to 0.03% of the cost of the
high—voltage transmission line, as determined by the commission under s. 196.491
(3) (gm).

(b) A one-time environmental impact fee in amount equal to 5% of the cost of
the high-voltage transmission line, as determined by the commission under s.
196.491 (3) (gm).

(3) (a) The department shall distribute the fees that are paid by a person under
the rules promulgated under sub. (2) (a) to each town, village and city that is
identified by the commission under s. 196.491 (3) (gm) in proportion to the amount
of investment that is allocated by the commission under s. 196.491 (3) (gm) to each
such town, village and city.

(b) The fee that is paid by a person under the rules promulgated under sub. (2)
(b) shall be distributed as follows:

1. The department shall pay 50% of the fee to each county that is identified by
the commission under s. 196.491 (3) (gm) in proportion to the amount of investment
that is allocated by the commission under s. 196.491 (3) (gm) to each such céunty.

2. The department shall pay 50% of the fee to each town, village and city that

is identified by the commission under s. 196.491 (3) (gm) in proportion to the amount
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of investment that is allocated by the commission under s. 196.491 (3) (gm) to each
such town, village and city.
(4) A county, town, village or city that receives a distribution under sub. (3) (b)

may use the distribution only for park, conservancy, wetland or other environmental

T

SECTION 4. 20.005 (3) (schedule) of the statutes: atthe appropriate place, insert
the following amounts for the purposes indicated:
1999-00 2000-01
20.505 Administration, department of
(10) UTILITY PUBLIC BENEFITS
()  General program operations SEG A —0- -0-
SECTION 5. 20.505 (1) (ge) of the statutes is created to read:
20.505 (1) (ge) High-voltage transmission line annual impact fee distributions.
All moneys received from the payment of fees under the rules promulgated under s.
16.969 (2) (a) for distributions to to towns, villages and cities under s. 16.969 (3) (a).
SECTION 6. 20.505 (1) (gs) of the statutes is created to read:
20.505 (1) (gs) High-voltage transmission line environmental impact fee
distributions. All moneys received from the payment of fees under the rules
promulgated under s. 16.969 (2) (b) for distributions to to counties, towns, villages

and cities under s. 16.969 (3) (b).

SECTION 7. 20.505 (10) of the statutes is created to read:
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20.505 (10) UTILITY PUBLIC BENEFITS. (q) General program operations. From

the utility public benefits fund, the amounts in the schedule for general program
operations.

(r) Low-income assistance grants. From the utility public benefits fund, a sum
sufficient for low—income assistance grants under s. 16.957 (2) (a).

(s) Energy conservation and efficiency and renewable resource grants. From the
utility public benefits fund, a sum sufficient for energy conservation and efficiency
and renewable resource grants under s. 16.957 (2) (b) 1.

SECTION 8. 25.17 (1) (xm) of the statutes is created to read:

25.17 (1) (xm) Utility public benefits fund (s. 25.96);

SECTION 9. 25.96 of the statutes is created to read:

25.96 Utility public benefits fund. There is established a separate
nonlapsible trust fund designated as the utility public benefits fund, consisting of
deposits by the public service commission under s. 196.374 (3), public benefits fees
received under s. 16.957 (4) (a) and (5) (¢) and (d) and contributions received under
s. 16.957 (2) (c) 4. and (d) 2.

SECTION 10. 76.28 (1) (d) of the statutes is amended to read:

76.28 (1) (d) “Gross revenues” for a light, heat and power company other than
a qualified wholesale electric company or_a transmission company means total
operating revenues as reported to the public service commission except revenues for
interdepartmental sales and for interdepartmental rents as reported to the public
service commission and deductions from the sales and use tax under s. 77.61 (4),
except that the company may subtract from revenues either the actual cost of power
purchased for resale, as reported to the public service commission, by a light, heat

and power company, cxcept a municipal light, heat and power company, that
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purchases under federal or state approved wholesale rates more than 50% of its
electric power from a person other than an affiliated interest, as defined in s. 196.52
(1), if the revenue from that purchased electric power is included in the seller’s gross
revenues or the following percentages of the actual cost of power purchased for
resale, as reported to the public service commission, by a light, heat and power
company, except a municipal light, heat and power company that purchases more
than 90% of its power and that has less than $50,000,000 of gross revenues: 10% for
the fee assessed on May 1, 1988, 30% for the fee assessed on May 1, 1989, and 50%
for the fee assessed on May 1, 1990, and thereafter. For a qualified wholesale electric
company, “gross revenues” means total business revenues from those businesses
included under par. (e) 1. to 4. For a transmission company, “gross revenues” means
total operating revenues as reported to the public service commission, except
revenues for transmission service that is provided to a public utility that is subject
to the license fee under sub. (2) (d) or to a public utility, as defined in s. 196.01 (5).

SECTION 11. 76.28 (1) (e) (intro.) of the statutes is amended to read:

76.28 (1) (e) (intro.) “Light, heat and power companies” means any person,
association, company or corporation, including corporations described in s. 66.069 (2)
and-including, qualified wholesale electric companies and transmission companies
and except only business enterprises carried on exclusively either for the private use
of the person, association, company or corporation engaged in them, or for the private
use of a person, association, company or corporation owning a majority of all
outstanding capital stock or who control the operation of business enterprises and
except electric cooperatives taxed under s. 76.48 that engage in any of the following

businesses:

SECTION 12. 76.28 (1) (e) 5. of the statutes is created to read:
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76.28 (1) (e) 5. Transmitting electric current for light, heat or power.

SECTION 13. 76.28 (1) (§) of the statutes is created to read:

76.28 (1) (§) “Transmission company” has the meaning given in s. 196.485 (1)
(ge).

SECTION 14. 76.28 (2) (¢) (intro.) of the statutes is amended to read:

76.28 (2) (c) (intro.) Fer Except as provided under par. (e), for private light, heat
and power companies for 1986 and thereafter, an amount equal to the apportionment
factor multiplied by the sum of:

SECTION 15. 76.28 (2) (d) of the statutes is amended to read:

76.28 (2) (d) Eor Except as provided under par. (e), for municipal light, heat and
power companies, an amount equal to the gross revenues, except gross revenues from
operations within the municipality that operates the company, multiplied by the
rates under par. (b) or (c).

SECTION 16. 76.28 (2) (e) of the statutes is created to read:

76.28 (2) (e) For transmission companies, an amount equal to the gross
revenues multiplied by the rates under par. (c).

SECTION 17. 196.025 of the statutes is renumbered 196.025 (1).

SECTION 18. 196.025 (2) of the statutes is created to read:

196.025 (2) The commission shall promulgate rules establishing requirements
and procedures for the commission to carry out the duties under s. 1.11. Rules
promulgated under this subsection shall include requirements and procedures for
each of the following:

(a) Standards for determining the necessity of preparing an environmental

impact statement.
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(b) Adequate opportunities for interested persons to be heard on environmental
impact statements, including adequate time for the preparation and submission of
comments.

(¢) Deadlines that allow thorough review of environmental issues without
imposing unnecessary delays in addressing the need for additional electric
transmission capacity in this state.

SECTION 19. 196.025 (3) of the statutes is created to read:

196.025 (3) The commission shall promulgate rules establishing requirements
and procedures for electric utilities, as defined under s. 196.491 (1) (d), to file reports
with the commission, on a frequency that the commission determines is reasonably
necessary, on their current reliability status, including the status of operating and
planning reserves, available transmission capacity and outages of major operational
units and transmission lines. A report filed under the rules promulgated under this
subsection is subject to inspection and copying under s. 19.35 (1), except that the
commission may withhold the report from inspection and copying for a period of time
that the commission determines is reasonably necessary to prevent an adverse
impact on the supply or price of energy in this state.

SECTION 20. 196.025 (4) of the statutes is created to read:

196.025 (4) (a) In consultation with the department of administration and the
department of revenue, the commission shall study the establishment of a program
for providing incentives for the development of high—efficiency, small-scale electric
generating facilities in this state that do either of the following:

1. Provide benefits in the form of support for electric distribution or

transmission systems, power quality or environmental performance.
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2. Employ technologies such as combined heat and power systems, fuel cells,

mircroturbines or photovoltalic systems that may be situated in, on or next to
buildings or other electric load centers.

(b) No later than January 1, 2001, the commission shall submit a report of its
findings and recommendations under par. (a) to the chief clerk of each house of the
legislature for distribution to the appropriate standing committees under s. 13.172
(3).

SECTION 21. 196.025 (5) of the statutes is created to read:

196.025 (5) (a) The commission shall contract with an expert consultant in
economics to conduct a study on the potential for horizontal market power, including
the horizontal market power of electric generators, to frustrate the creation of an
effectively competitive retail electricity market in this state and to make
recommendations on measures to eliminate such market power on a sustainable
basis. The study shall include each of the following:

1. An assessment of the effect of each recommendation on public utility workers
and shareholders and on rates for each class of public utility customers.

2. An evaluation of the impact of transmission constraints on the market power
of electric generators in local areas.

(b) No later than January 1, 2001, the commission shall submit a report of the
results of the study under par. (a) to the chief clerk of each house of the legislature
for distribution to the appropriate standing committees under s. 13.172 (3).

SECTION 22. 196.192 of the statutes is created to read:

196.192 Market-based compensation, rates and contracts. (1) In this
section, “electric public utility” means a public utility whose purpose is the

generation, transmission, delivery or furnishing of electric power.
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1 (2) No later than March 1, 2000, each investor—owned electric public utility
2 shall do each of the following:

3 (a) File with the commission rates that result in customers receiving
4 market-based compensation for voluntary interruptions of firm load during peak

5 periods of electric use.

OP*IMG ‘Br
n(%(\mdividual contrac/'r' S

=
(1/) What allow a retail customer, through service from its existing public utility,

(b) File with the commission market—based priciiip

8 to receive market benefits and subject itself to market risks for the customer’s
9 purchases of capacity or energy.
10 (3) (a) The commission shall establish market—based rates that are consistent
Witl;({he et=bageghprreing options Wpeciﬁed in sub.
12 (2) (b), except that the commission may not establish a market-based rate unless the
13 commission determines that the rate is not likely to harm shareholders of the
14 investor—owned electric public utility or customers who are not subject to the rate.
15 (b) Nothing in s. 196.20, 196.21, 196.22, 196.37, 196.60 or 196.604 prohibits the
16 commission from approving a filing under sub. (2) or establishing market—based
17 rates under par. (a).
18 (4) Subject to the approval of the commission, an electric public utility that is
19 not an investor—owned electric public utility may implementlma;:k‘et-:based,.ratesw

+the o P i ovid
20 established under sub. (3) (a) or implemenﬂumket—bzﬁa\pﬁéﬂgﬁmmg
W mmr@ﬁua% in filings under sub. (2) (b) that are approved by the commission.

22 SECTION 23. 196.31 (1) (intro.) of the statutes is amended to read:
23 196.31 (1) (intro.) In any proceeding before the commission, the commission

24 may shall compensate any participant in the proceeding who is not a public utility,
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for some or all of the reasonable costs of participation in the proceeding if the
commission finds that:

SECTION 24. 196.374 of the statutes is repealed and recreated to read:

196.374 Low-income assistance, energy efficiency and other
programs. (1) In this section:

(a) “Department” means the department of administration.

(b) “Fund” means the utility public benefits fund.

(¢) “Utility” means a class A gas or electric utility, as defined by the commission,

. but does not include a municipal utility, as defined in s. 16.957 (1) (q), a municipal

electric company, as defined in s. 66.073 (3) (d), or a cooperative association organized
under ch. 185.

(2) The commission shall determine the amount that each utility spent in 1998
on programs for low—income assistance, including writing off uncollectibles and
arrearages, low—-income weatherization, energy conservation and efficiency,
environmental research and development, and renewable resources.

(8) In 1999, 2000 and 2001, the commission shall require each utility to spend
a decreasing portion of the amount determined under sub. (2) on programs specified
in sub. (2) and contribute the remaining portion of the amount to the commission for
deposit in the fund. In each year after 2001, each utility shall contribute the entire
amount determined under sub. (2) to the commission for deposit in the fund. The
commission shall ensure in rate-making orders that a utility recovers from its
ratepayers the amounts spent on programs or contributed to the fund under this
subsection. The commission shall allow each utility the option of continuing to use,
until January 1, 2001, the moneys that it has recovered under s. 196.374 (3), 1997

stats., to administer the programs that it has funded under s. 196.374 (1), 1997 stats.
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(4) Ifthe department notifies the commission under s. 16.957 (2) (b) 2. that the
department has reduced funding for energy conservation and efficiency and
renewable resource programs, the commission shall reduce the amount that a utility
is required to spend on programs or contribute to the fund under sub. (3) by the
percentage by which the department has reduced the funding.

SECTION 25. 196.378 of the statutes is created to read:

196.378 Renewable resources. (1) DEFINITIONS. In this section:

(a) “Biomass” means a resource that derives energy from wood or plant
material or residue, biological waste, crops grown for use as a resource or landfill
gases. “Biomass” does not include garbage, as defined in s. 289.01 (9), or
nonvegetation—-based industrial, commercial or household waste, except that
“biomass” includes refuse—derived fuel used for a renewable facility that was in
service in this state before January 1, 1998.

(b) “Conventional resource” means a resource that derives energy from coal, oil,
nuclear power or natural gas, except for natural gas used in a fuel cell.

(bm) “Department” means the department of administration.

(¢) “Electric provider” means an electric utility or retail electric cooperative.

(d) “Electric utility” means a public utility that sells electricity at retail. For
purposes of this paragraph, a public utility is not considered to sell electricity at
retail solely on the basis of its ownership or operation of a retail electric distribution
system.

(e) “Excludable renewable capacity” means the portion of an electric provider’s
total renewable capacity that is supplied from renewable facilities that were placed

in service before January 1, 1998, and that, before January 1, 1998, derived
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electricity from hydroelectric power, even if the output of the renewable facilities is
used to satisfy requirements under federal law.

() “Nonsystem renewable energy” means the amount of electricity that an
electric provider sells to its retail customers and that is supplied or allocated under
executed wholesale purchase contracts from renewable facilities that are not owned
or operated by the electric provider. “Nonsystem renewable energy” does not include
any electricity that is not used to satisfy the electric provider’s retail load obligations.

(g) “Renewable resource” means any of the following:

1. A resource that derives electricity from any of the following:

a. A fuel cell that uses, as determined by the commission, a renewable fuel.

b. Tidal or wave action.

c. Solar thermal electric or photovoltaic energy.

d. Wind power.

e. Geothermal technology.

g. Biomass.

1m. A resource with a capacity of less than 60 megawatts that derives
electricity from hydroelectric power.

2. Any other resource, except a conventional resource, that the commission
designates as a renewable resource in rules promulgated under sub. (4).

(h) “Renewable facility” means an installed and operational electric generating
facility in which energy is derived from a renewable resource. “Renewable facility”
includes a facility the installation or operation of which is required under federal law,
but does not include a facility the installation or operation of which is required under

the laws of another state even if the installation or operation of the facility is also

required under federal law.
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(i) “Renewable resource credit” means a credit calculated in accordance with
rules promulgated under sub. (3) (a).

(G) “Resource” means a source of electric power generation.

(k) “Retail electric cooperative” means a cooperative association organized
under ch. 185 that sells electricity at retail to its members only. For purposes of this
paragraph, a cooperative association is not considered to sell electricity at retail
solely on the basis of its ownership or operation of a retail electric distribution
system.

(n) “System renewable energy” means the amount of electricity that an electric
provider sells to its retail customers and that is supplied by renewable facilities
owned or operated by the electric provider.

(0) “Total renewable energy” means the sum of an electric provider’s system and
nonsystem renewable energy.

(2) RENEWABLE RESOURCE ENERGY. (a) Each electric provider shall provide to its
retail electric customers total renewable energy in at least the following percentages
of its total retail energy sales, either directly or through renewable resource credits
from another electric provider:

1. By December 31, 2000, 0.5%.

2. By December 31, 2002, 0.85%.

3. By December 31, 2004, 1.2%.

4. By December 31, 2006, 1.55%.

5. By December 31, 2008, 1.9%.

6. By December 31, 2010, 2.2%.

(b) For purposes of determining compliance with par. (a):
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1. Total retail energy sales shall be calculated on the basis of an average of an
electric provider’s retail energy sales in this state during the prior 3 years.

2. The amount of electricity supplied by a renewable facility in which biomass
and conventional fuels are fired together shall be equal to the product of the
maximum amount of electricity that the facility is capable of generating and the ratio
of the British thermal unit content of the biomass fuels to the British thermal unit
content of both the biomass and conventional resource fuels.

3. Any excludable renewable energy that exceeds 0.6% of an electric provider’s
total retail energy sales shall be excluded from the electric provider’s total renewable
energy.

(¢) No later than April 15 annually, an electric provider shall submit a report
to the department that describes the electric provider’s compliance with par. (a).
Reports under this paragraph may include certifications from wholesale suppliers
regarding the sources and amounts of energy supplied to an electric provider. The
department may specify the documentation that is required to be included with
reports submitted under this paragraph.

(d) The commission shall ensure in rate-making orders that an electric utility
recovers from ratepayers the cost of providing total renewable energy to its retail
customers in amounts that equal or exceed the percentages specified in par. (a).
Subject to any approval of the commission that is necessary, an electric utility may
recover costs under this paragraph by any of the following methods:

1. Allocating the costs equally to all customers on a kilowatt—hour basis.

2. Establishing alternative price structures, including price structures under
which customers pay a premium for renewable energy.

3. Any combination of the methods specified in subds. 1. and 2.
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(e) 1. This subsection does not apply to any of the following:

a. Anelectric provider that provides more than 10% of its summer peak demand
in this state from renewable facilities.

b. An electric provider that provides more than 10% of its summer peak demand
from renewable resources.

2. For purposes of calculating the percentages under subd. 1., an electric
provider may include renewable facilities located in this or another state and
renewable facilities located on its or another electric provider’s system.

‘3. Notwithstanding subd. 1., this subsection applies to an electric provider
unless the electric provider provides documentation to the commission that
establishes, to the satisfaction of the commission, that the electric provider satisfies
the requirements under subd. 1. a. or b.

(3) RENEWABLE RESOURCE CREDITS. (a) An electric provider that provides total
renewable energy to its retail electric customers in excess of the percentages
specified in sub. (2) (a) 1. to 6. may, in the applicable year, sell to any other electric
provider a renewable resource credit or a portion of a renewable resource credit at
any negotiated price. Alternatively, an electric provider may use a renewable
resource credit or portion of a renewable resource credit in a subsequent year to
establish compliance with sub. (2) (a). The commission shall promulgate rules that
establish requirements for calculating the amount of a renewable resource credit.

(b) The commission may promulgate rules that establish requirements and
procedures for a sale under par. (a).

(4) RuLES. The commission may promulgate rules that designate a resource,
except for a conventional resource, as a renewable resource in addition to the

resources specified in sub. (1) (g) 1. and 1m.
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(5) PENALTY. Any person who violates sub. (2) or any wholesale supplier who
provides an electric provider with a false or misleading certification regarding the
sources or amounts of energy supplied to the electric provider shall forfeit not less
than $5,000 nor more than $500,000. Forfeitures under this subsection shall be
enforced by action on behalf of the state by the attorney general. A court imposing
a forfeiture under this subsection shall consider all of the following in determining
the amount of the forfeiture:

(a) The appropriateness of the forfeiture to the person’s or wholesale supplier’s
volume of business.

(b) The gravity of the violation.

(¢) Whether a violation of sub. (2) is due to circumstances beyond the violator’s
control.

SECTION 26. 196.485 (title) of the statutes is repealed and recreated to read:

196.485 (title) Transmission system requirements.

SECTION 27. 196.485 (1) (am) of the statutes is created to read:

196.485 (1) (am) “Contribute a transmission facility” means to divest a person’s
interest in the transmission facility and to transfer ownership of the transmjssion
facility and associated deferred tax reserves to another person.

SECTION 28. 196.485 (1) (be) of the statutes is created to read:

196.485 (1) (be) “Director” means, with respect to a transmission company
organized as a corporation under ch. 180, a member of the board of directors of the
transmission company.

SECTION 29. 196.485 (1) (bs) of the statutes is created to read:

196.485 (1) (bs) “Electric utility” has the meaning given in s. 196.491 (1) (d).

SECTION 30. 196.485 (1) (dm) (intro.) of the statutes is amended to read:
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[

196.485 (1) (dm) (intro.) “Independent transmission owner” means;

1m. Means a person that satisfies each of the following:

SECTION 31. 196.485 (1) (dm) 1. of the statutes is renumbered 196.485 (1) (dm)
1m. a.

SECTION 32. 196.485 (1) (dm) 2. of the statutes is created to read:

196.485 (1) (dm) 2. Does not include the transmission company.

SECTION 33. 196.485 (1) (dm) 3. of the statutes is renumbered 196.485 (1) (dm)
1m. b. and amended to read:

196.485 (1) (dm) 1m. b. The person is not an affiliated interest of a person
specified in subd. 3= 1m. a.

SECTION 34. 196.485 (1) (do) of the statutes is created to read:

196.485 (1) (do) “Land right” means any right in real property, including fee
simple ownership or a right—of-way or easement, that has been acquired for a
transmission facility that is located or intended to be located on the real property.

SECTION 35. 196.485 (1) (dq) of the statutes is created to read:

196.485 (1) (dq) “Manager” means, with respect to a transmission company
organized as a limited liability company under ch. 183, a manager, as defined in s.
183.0102 (13), of the transmission company.

SECTION 36. 196.485 (1) (dr) of the statutes is created to read:

196.485 (1) (dr) “Merger enforcement policy” means the enforcement policy of
the federal department of justice and the federal trade commission regarding
horizontal acquisitions and mergers that are subject to 15 USC 1, 18 or 45.

SECTION 37. 196.485 (1) (ds) of the statutes is created to read:

196.485 (1) (ds) “Midwest independent system operator” means the

independent system operator the establishment of which the federal energy
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regulatory commission has conditionally authorized in an order issued on September
16, 1998, or the successor to such independent system operator.

SECTION 38. 196.485 (1) (dt) of the statutes is created to read:

196.485 (1) (dt) “Nontransmission utility security holder” means a security
holder that is not a transmission utility security holder.

SECTION 39. 196.485 (1) (dv) of the statutes is created to read:

196.485 (1) (dv) “Organizational start—up date” means, with respect to a
transmission company that is organized as a limited liability company under ch. 183,
the date on which the articles of organization become effective under s. 183.0111 or,
with respect to a transmission company that is organized as a corporation under ch.
180, the date on which the articles of incorporation become effective under s.
180.0123.

SECTION 40. 196.485 (1) (em) of the statutes is created to read:

196.485 (1) (em) “Retail electric cooperative” means a cooperative that provides

@ retail electric servicgs {-D ! 'fp‘s M@M«M

SECTION 41. 196.485 (1) (fe) of the statutes is created to read:
196.485 (1) (fe) “Security” means, with respect to a transmission company

organized as a corporation under ch. 180, a share, as defined in s. 180.0103 (15), and,

with respect to a transmission company organized as a limited liability company

under ch. 183, a limited liability company interest, as defined in s. 183.0102 (11).
SECTION 42. 196.485 (1) (ge) of the statutes is created to read:
196.485 (1) (ge) “Transmission company” means a corporation organized under

ch. 180 or a limited liability company organized under ch. 183 that has as its sole

purpose the planning, constructing, operating, maintaining and expanding of

transmission facilities that it owns to provide for an adequate and reliable
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transmission system that meets the needs of all users that are dependent on the
transmission system and that supports effective competition in energy markets
without favoring any market participant.

SECTION 43. 196.485 (1) (gm) of the statutes is created to read:

196.485 (1) (gm) “Transmission dependent utility” means a public utility that
is dependent on the transmission system of another person for delivering électricity
to the public utility’s customers.

SECTION 44. 196.485 (1) (j) of the statutes is created to read:

| 196.485 (1) (j) “Transmission utility shareholder” means a person that is a
shareholder of a transmission company organized as a corporation under ch. 180, is
an investor—owned transmission utility in the transmission area and has
contributed its transmission facilities to the transmission company.

SECTION 45. 196.485 (1m) of the statutes is created to read:

196.485 (1m) DUTY TO PROVIDE TRANSMISSION SERVICE. (a) The duty of any
electric utility that has contributed its transmission facilities to the transmission
company to finance, construct, maintain or operate a transmission facility shall
terminate on the date, as determined by the commission under sub. (2) (d), that the
transmission companyWegl;ﬁ)perations.

(b) After beginning operations, the transmission company shall have the
exclusive duty to provide transmission service in the transmission area. The duty
under this paragraph shall terminate on the date, as determined by the commission

under sub. (2) (d), that the Midwest independent system operator j

<
begij operations.

(c) After beginning operations, the Midwest independent system operator shall

have the exclusive duty to provide transmission service in the transmission area and
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shall ensure that each transmission facility in the transmission area that is under
its operational control is planned, constructed, operated, maintained and controlled
as part of a single transmission system.

SECTION 46. 196.485 (2) (a) (intro.) of the statutes is amended to read:

196.485 (2) (a) (intro.) By June 30, 2000, if a transmission utility has not
transferred control over its transmission facilities to an independent system
operator that is approved by the applicable federal agency or divested, with approval
of the applicable federal agency and, for a public utility, the commission, its interest
in its transmission facilities to an independent transmission owner, the commission
shall, subject to pas: pars. (am) and (ar), order the transmission utility to apply to the
applicable federal agency to do one of the following:

SECTION 47. 196.485 (2) (ar) of the statutes is created to read:

196.485 (2) (ar) The commission shall waive the requirement to issue an order
against a transmission utility under par. (a) if the transmission utility shows, to the
satisfaction of the commission, that the transmission utility has proposed to transfer
control of its transmission facilities to the Midwest independent system operator and
that the proposed transfer may have the effect of jeopardizing the tax—exempt status
of the transmission utility or its securities under the Internal Revenue Code. A
waiver under this paragraph shall be in effect until the commission determines that
the proposed transfer does not have the effect described in this paragraph.

SECTION 48. 196.485 (2) (bx) of the statutes is created to read:

196.485 (2) (bx) If the commission determines that the Midwest independént
system operator has failed to commence operations or has ceased operations, the
commission shall, by order, designate an independent system operator to fulfill the

duties of the Midwest independent system operator under this section. The
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commission may not designate an independent system operator under this
paragraph unless the independent system operator is authorized under federal law
to operate in this state. In issuing an order under this paragraph, the commission
shall require that any transfer of transmission utilities to the designated
independent system operator satisfy the requirements of this section.

SECTION 49. 196.485 (2) (d) of the statutes is created to read:

196.485 (2) (d) The commission shall determine each

of the following: <
1. The date on which the transmission company ngﬂ

opérations. Mq < ” @\7 Un

SECTION 51. 196.485 (3) (bm) of the statutes is repealed.

SECTION 52. 196.485 (3m) of the statutes is created to read:

196.485 (3m) TRANSMISSION COMPANY. (a) Duties. 1. The transmission company
shall do each of the following:

a. Apply for any approval under state or federal law that is necessary for the
transmission company to begin operations no later than November 1, 2000.

b. Subject to any approval required under state or federal law, contract with
each transmission utility that has transferred transmission facilities to the
transmission company for the transmission utility to provide reasonable and
cost—effective operation and maintenance services to the transmission company

during the 3—year period after the transmission company first begins operations.
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1 The transmission company and a transmission utility may agree to an extension of

such 3-year period. The transmission company shall provide notice to the

2
3 commission of any extension that is agreed to under this subd. 1. b.
<
@ c. Assume the obligat@ a transmission utility that has transferred

5 ownership of its transmission facilities to the transmission company under any
6 agreement by the transmission utility to provide transmission service over its
7 transmission facilities or under any credit received by the transmission utility for the
8 use of its transmission facilities, except that the transmission company may modify
9 such an agreement or credit to the extent allowed under the agreement or credit and
10 to the extent allowed under state or federal law.
@ d. Apply for mem ershlp in zhe ﬁldW&St independent system operator asW
@ a single zone|that includes the transmission area and, upon a determination by
the commission under sub. (2) (d) that the Midwest independent system operator 1
has begun

Mopera’cmm transfer operational control of the transmission

15 company’s transmission facilities to the Midwest independent system operator.
16 e. Remain a member of the Midwest independent system operator, or any
17 independent system operator that has been approved under federal law to succeed

SRS e
y the Midwest independenl:]og:erator, for at least the 6—year transition period that is

19 specified in the agreement conditionally approved by the federal energy regulatory
20 commission that establishes the Midwest independent system operator.
21 f. Except as provided in subd. 4., elect to be included in a single zone for the
admins Tead
(22 ) purpose of any tariff W the Midwest independent system operator.
23 9. The transmission company may not do any of the following:
24 a. Sell or transfer its assets to, or merge its assets with, another person, unless

25 the assets are sold, transferred or merged on an integrated basis and in a manner



! L

~ : — LRB-3150/1
1999 — 2000 Leg]SIature 41 MDKkmgch
BILL SECTION 52

1 that ensures that the transmission facilities in the transmission area are planned,

constructed, operated, maintained and controlled as a single transmission system.

2
CcTrec
@ b. Bypass the distribution facilities of an electric utility or prov1d3} service
4

directly to a retail customer. Mé’/m (nesl 57 fihé Comm:<s /‘7"1

5 c. Own electric gene

b e X4
O serviciﬁ'rom 3rd parties, engage in redispatch activities that are necessary torelieve

10n fac1htles or sell, market or broker electric capacity

or energy in a relevant/wholesale or retail market as i de €

-3

except that, if authorized or required by the federal energy

[0.¢]

regulatory commission, the transmission company may procure or resell ancillary

©

transmission constraints or take other actions related to operating a control area.

11 3. Notwithstanding subd. 1. a., the transmission company may not begin
12 operations until it provides an opinion to the commission from a nationally
13 recognized investment banking firm that the transmission company is able to
14 finance, at a reasonable cost, its start—up costs, working capital and operating
15 expenses and the cost of any new facilities that are plan d.
char9es or ra

16 4. Ifthe transmission V{( any transmission utility nthe transmission area

charges © rrqates

are 10% or more below the average transmission éﬁﬁfﬁf the transmission utilities

18 in the transmission area on the date, as determined by the commission, that the last
19 public utility affiliate files a commitment with the commission under sub. (5) (a) 2.,
20 the transmission company shall, after consulting with each public utility affiliate
21 that has filed a commitment _gnder sub. (5) (a) 2., prepare a plan for phasing in a
( 22 > combined single .ZOI;{ or the purpose of pricing network use by users of the
23 transmission system operated by the Midwest independent system operator and
24 shall seek plan approval by the federal energy regulatory commission and the '

25 Midwest independent system operator. A plan under this subdivision shall phase in
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an average—cost price for the combined single zone in equal increments over a 5-year
period, except that, under the plan, transmission service shall be provided to all
users of the transmission system on a single—zone basis during the phase—in period.

(b) Powers. The transmission company may do any of the following:

1. Subject to the approval of the commission under s. 196.491 (3), constru(j\
transmission facilities, including high—voltage transmission lines, as defined in s.
196.491 (1) (f), in the transmission area or in any other area of the state in which
transmission facilities that have been contributed to the transmission company are
located. This subdivision does not affect the right or duty of an electric utility that
is not located in the transmission area or that has not contributed its transmission

Voo Oowhn
facilities to the transmission company to construcy@lsmission facilities.

2. Subject to any approval required under federal law, purchase or acquire
transmission facilities in addition to the transmission facilities contributed under
sub. (5) (b).

(c) Organization. The articles of organization, as defined in s. 183.0102 (1), of
a transmission company that is organized as a limited liability company under ch.
183 or the bylaws of a transmission company that is organized as a corporation under
ch. 180 shall provide for each of the following:

1. That the transmission company has no less than 5 and no more than 14
managers or directors, except that the articles of incorporation or bylaws may allow
the requirements of this subdivision to be modified upon a unanimous vote of the
managers or directors during the 10-year period after the organizational start—up
date or upon a two—thirds vote of the board of directors after such 10—year period.

2. That at least 4 managers or directors of the transmission company have

staggered 4—year terms, are elected by a majority vote of the security holders and are

CI/!d Swn
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not employes or independent contractors of a person engaged in the production, sale,
marketing, transmission or distribution of electricity or natural gas or of an affiliate
of such a person.

3. That, during the 10—year period after the organizational start—up date, each
of the following is satisfied, subject to the limitation on the number of managers or
directors under subd. 1.:

a. Each nontransmission utility security holder that owns 10% or more of the
outstandina\égct’ri/ilues of the transmission company may appoint one manager or
director of the transmission company for a one-year term, .except that the
requirements of this subd. 3. a. may be modified upon a unanimous vote of the
managcrs or directors. /3\ as a ﬁ rou P{)\

b. Each group of nontrap/s'mission utility security holders thaf owns 10% or
more of the outstanding\jsc;cu;ities of the transmission company may appoint one
manager or director of the transmission company for a one—year term if the group
has entered into a written agreement regarding the appointment and the group files
the agreement with the secretary of the transmission company, except that the
requirements of this subd. 8. b. may be modified upon a unanimous vote of the
managers or directors. o _;,. > j

c. Each person that receives at least 5% of thflsecurities of the transmission
company under sub. (6) (a) or (b) may appoint one manager or director of the
transmission company for a one—year term if the person continues to hold at least a
5% equity interest in the transmission company during the one—year term.

d. Each transmission utility security holder may appoint one manager or

director of the transmission company for a one—year term.
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4. That, during the 5—year period after the organizational start—up date, no
public utility affiliate that contributes transmission facility assets to the
transmission company under sub. (5) (b) and no affiliate of such a public utility
affiliate may increase its percentage share of the outstanding securities of the
transmission company prior to any initial issuance of securities by the transmission
company to any 3rd party other than a 3rd party exercising its right to purchase
securities under sub. () (b), except that this subdivision does not apply to securities
that are issued by the transmission company in exchange for transmission facilities
that are contributed in addition to the transmission facilities that are contributed
under sub. (5) (b) and except that the requirements of this subdivision may be
modified upon a unanimous vote of the managers or directors.

5. That, beginning 3 years after the organizational start—up date, any holder
of 10% or more of the securities of the transmission company may require the
transmission company to comply with any state or federal law that is necessary for
the security holder to sell or transfer its shares.

(d) Commission jurisdiction. The transmission company is subject to the
jurisdiction of the commission except to the extent that it is subject to the exclusive
jurisdiction of the federal energy regulatory commission.

SECTION 53. 196.485 (4) (a) (intro.) of the statutes is amended to read:

196.485 (4) (a) (intro.) -A- Except as provided in par. (am), a transmission utility
may not transfer control over, or divest its interest in, its transmission facilities to
an independent system operator or independent transmission owner unless, to the
satisfaction of the commission, each of the following requirements is satisfied:

SECTION 54. 196.485 (4) (am) of the statutes is created to read:
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196.485 (4) (am) “F*The-tOm ot CEoTTLnes oerts: ; ) thad he
as b e w;

Midwest independent system operator w’%ﬂf&zﬂ%operatlons each

transmission utility in the transmission area that is a public utility shall transfer

operational control over its transmission facilities to the Midwest independent

system operator and each sﬁch transmission utility that has not contributed its

transmission facilities to the transmission company shall elect to become part of a
| {or PG punoRd

single zonefwithin the Midwest independent system operator.

SECTION 55. 196.485 (5) of the statutes is created to read:

196.485 (5) PUBLIC UTILITY AFFILIATES. (a) Asset cap exception. Section 196.795
(6m) (e) does not apply to the eligible assets of a nonutility affiliate in a holding
company system unless each public utility affiliate in the holding company system
does each of the following:

1. Petitions the commission and the federal energy regulatory commission to
approve the transfer of operational control of all the public utility affiliate’s
transmission facilities in this state and in Iowa, Michigan, Minnesota and Illinois to
the Midwest independent system operator.

9. Files with the commission an unconditional, irrevocable and binding
commitment to contribute, no later than Juné 30, 2000, all of the transmission
facilities that the public utility affiliate owns or operafes in this state on the effective
date of this subdivision .... [revisor inserts date], and land rights, to the transmission
company. A filing under this subdivision shall specify the date on which the public
utility affiliate will complete the contribution of transmission facilities.

3. TFiles with the commission an unconditional, irrevocable and binding
commitment to contribute, and to cause each entity into which it merges or

consolidates or to which it transfers substantially all of its assets to contribute, any
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transmission facility in this state the ownership or control of which it acquires after
the effective date of this subdivision .... [revisor inserts date], and land rights, to the
transmission company.

4. Notifies the commission in writing that the public utility affiliate has become
a member of the Midwest independent system operator and has committed not to
withdraw its membership prior to the date on which the public utility affiliate
contributes transmission facilities to the transmission company under par. (b).

(b) Contribution of transmission facilities. 1. A public utility affiliate may not
contribute a transmission facility to the transmission company until the commission

has reviewed the terms and conditions of the transfer to determmé whether the

_ . . ﬂb ectron
transfer satisfies the requirements of this has issued an order

12
13
14
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approving or modifying the terms and conditions of the transfer. An order under this
subdivision that modifies the terms and conditions of a transfer may allow a public
utility affiliate to recover in retail rates any adverse tax consequences of the transfer
as a transition cost.

2. The transmission company and a public utility affiliate that files a
commitment to contribute transmission facilities under par. (a) 2. shall structure the
transfer of the transmission facilities in a manner that satisfies each of the following:

aveids or

a. The structure of the transfer/ minimizes the material adverse tax

consequences to the public utility affiliate that result from the transf%ﬁfd@yﬁm}-’

b. To the extent practicable, the structure of the transfer satisfies the

requirements of the Internal Revenue Service for a tax—free transfer.
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3. The requirements under subd. 2. b. shall, if practicable, be satisfied by the
transmission company’s issuance of a preferred class of securities that provides the
fixed—cost portion of the resulting capital structure of the transmission company.
The transmission company shall issue preferred securities under this subdivision on
a basis that does not dilute the voting rights of the initial security holders relative

1/:3/@ initial contributions. o {ﬂ L1 @ Vﬁf‘é‘/‘-‘* 0‘1a

4, If the transfer of transmission assets under this paragraph results in a

capital structure of the transmission company in which the percentage of common
equity is materially higher than that of the public utility affiliates who made the
transfer, or if the cost of the fixed—cost portion of the capital structure of the
transmission company is materially higher than that of the public utility affiliates
who made the transfer, the public utility affiliates shall enter into a contract with the
transmission company under which the public utility affiliates agree to accept from
the transmission company a return on common equity based upon the equity rate of
return approved by the federal energy regulatory commission and upon an imputed
capital structure that assigns to a portion of the public utility affiliates’ common
equity holdings an imputed debt return that is consistent with the requirements of
this subdivision. A contract undexz this subdivision shall specify that the public
utility affiliates shall be required to accept the return on common equity described
in this subdivision only until such time that the federal energy regulatory
commission determines that the actual capital structure and capital costs of the
transmission company are appropriate and consistent with industry practice for a

regulated public utility that provides electric transmission service in interstate

commerce.
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5. If, at the time that a public utility affiliate files a commitment under par. (a)
2., the public utility affiliate has applied for or obtained a certificate of public
convenience and necessity under s. 196.491 (3) for the construction of transmission
facilities, the public utility affiliate shall do each of the following:

a. Proceed with diligence with respect to obtaining the certificate and, except
as provided in subd. 6., constructing the transmission facilities.

b. If the commission determines that the cost of the transmission facilities is
reasonable and prudent, transfer the transmission facilities to the transmission
company at net book value when construction is completed in exchange for additional
securities of the transmission company on a basis that is consistent with the
securities that were initially issued to the public utility affiliate.

6. If the construction of a transmission facility specified in subd. 5. a. is not
completed within 3 years after a certificate of public convenience and necessity is
issued for the transmission facility under s. 196.491 (3), the transmission company
may assume responsibility for completing construction of the transmission facility.
If the transmission company assumes responsibility for completing construction
under this subdivision, the transmission company shall carry out any obligation
under any contract entered into by the public utility with respect to the construction
until the contract is modified or rescinded by the transmission company to the extent
allowed under the contract.

7. Any transmission facilities that are contributed to the transmission
company shall be valued at net book value at the time of the transfer.

(bm) Lease of transmission facilities. If a public utility affiliate is not able to
transfer ownership of its transmission facilities to the transmission company due to

merger—related accounting requircments, the public utility affiliate shall transfer
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the transmission facilities to the transmission company under a lease for the period
of time during which the accounting requirements are in effect and, after such
requirements are no longer in effect, contribute the transmission facilities to the
transmission company under par. (b). A public utility affiliate that transfers
transmission facilities under a lease under this paragraph does not qualify for the
asset cap exception under par. (a) unless, during the term of the lease, the public
utility affiliate does not receive any voting interest in the transmission company.

(c) Contribution of land rights. 1. A public utility affiliate that commits to
contributing land rights to the transmission company under par. (a) 2. shall do each
of the following:

a. Except as provided in subd. 2., if the land right is assigned to a transmission
account for rate-making purposes and is not jointly used for electric and gas
distribution facilities by the public utility affiliate, the public utility affiliate shall
convey or assign at book value all of its interest in the land right to the transmission
company, except that any conveyance or assignment under this subd. 1. a. shall be
subject to the rights of any joint user of the land right and to the right of the public
utility affiliate to nondiscriminatory access to the real estate that is subject to the
land right.

b. If the land right is jointly used, or is intended to be jointly used, for electric
and gas distribution facilities by the public utility affiliate, the public utility affiliate
shall enter into a contract with the transmission company that grants the
transmission company a right to place, maintain, modify or replace the transmission
company’s transmission facilities on the real property thatis subject to the land right
during the life of the transmission facilities and the life of any replacements of the

transmission facilities. A right granted in a contract under this subd. 1. b. shall be
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paramount to the right of any other user of the land right, except that a right granted
in such a contract shall be on par with the right of the public utility affiliate to use
the land right for electric or gﬁ@.\‘ 0‘ 'S 'tT !‘b A + v 0 aVa

2. If a public utility affiliate is prohibited from making a conveyance or
assignment described in subd. 1. a., the public utility affiliate shall enter into a
contract with the transmission company that grants the transmission company
substantially the same rights as under such a conveyance or assignment. For
purposes of a contract under this subdivision, a land right shall be valued at book
value, not at market value.

3. The commission shall resolve any dispute over the contribution of a land
right under subd. 1. or 2., including a dispute over the valuation of such a land right,
unless a federal agency exercises jurisdiction over the dispute. During the pendency
of any dispute that is before the commission or a federal agency, the transmission
company shall be entitled to use the land right that is the subject to the dispute and
shall be required to pay any compensation that is in dispute into an escrow account.

SECTION 56. 196.485 (6) of the statutes is created to read:

196.485 (6) ELECTRIC UTILITIES, TRANSMISSION DEPENDENT UTILITIES AND RETAIL
ELECTRIC COOPERATIVES. No later than the first day of the 12th month beginning after
the first public utility affiliate files a commitment under sub. (5) (a) 2.:

(a) An electric utility may transfer all of its integrated transmission facilities
to the transmission company on the same terms and conditions as a contribution of
transmission facilities by a public utility affiliate under sub. (5) (b).

(b) A transmission—dependent utility or retail electric cooperative may
purchase equity interests in the transmission company at a price that is equivalent

to net book value and on terms and conditions that are comparable to those for public
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utility affiliates that have contributed transmission facilities to the transmission

company. A purchaser under this paragraph m contribute funds to the
transmission company that are no mbm(value of its prorated shares based
on firm electric usage in this state in 1999. m o fe

SECTION 57. 196.485 (6m) of the statutes is created to read:

196.485 (6m) DIVIDENDS, PROFITS AND GAINS. The commission may not treat any
dividend received by a transmission utility from the transmission company or any
gain or profit of a transmission utility from the sale or other disposition of securities
issued by the transmission company as a credit against the retail revenue
requirements of the transmission utility.

SECTION 58. 196.485 (7) of the statutes is created to read:

196.485 (7) ENFORCEMENT. A wholesale or retail customer of a public utility

affiliate may petition the circuit court for Dane County for specific performance of

commitment filed under sub. (5) (a) 2/[\ o {' ? o

SECTION 59. 196.485 (8) of the statutes is created to read:

196.485 (8) PENALTIES. A public utility affiliate that fails to complete the
contribution of transmission facilities to the transmission company by the
completion date specified in the filing under sub. (5) (a) 2. shall forfeit $25,000 for
each day that completion of the contribution is delayed if the transmission company
is legally able to accept the contribution.

SECTION 60. 196.487 of the statutes is created to read:

196.487 Reliability of electric service. (1) DEFINITIONS. In this section:

(a) “Public utility affiliate” has the meaning given in s. 196.795 (1) (L).

(b) “Transmission company” has the meaning given in s. 196.485 (1) (ge).
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(2) COMMISSION ORDER. If the commission determines that a public utility
affiliate or the transmission company is not making investments in the facilities
under its control that are sufficient to ensure reliable electric service, the commission
shall order the public utility affiliate or transmission company to make adequate
investments in its facilities that are sufficient to ensure reliable electric service. An
order under this subsection shall require the public utility affiliate or transmission
company to provide security in an amount and form that, to the satisfaction of the
commission, is sufficient to ensure that the public utility affiliate or transmission
company expeditiously makes any investment that is ordered.

(8) CosT RECOVERY. The commission shall allow a public utility affiliate that is
subject to an order under sub. (2) to recover in its retail electric rates the costs that
are prudently incurred in complying with the order.

SECTION 61. 196.491 (3) (d) 3r. of the statutes is created to read:

196.491 (8) (d) 3r. For a high—voltage transmission line that is proposed to
increase the transmission import capability into this state, existing rights—of-way
are used to the extent practicable and the routing and design of the high—voltage
transmission line minimizes environmental impacts in a manner that is consistent
with achieving reasonable electric rates.

SECTION 62. 196.491 (3) (d) 3t. of the statutes is created to read:

196.491 (8) (d) 3t. For a high—-voltage transmission line that is designed for
operation at a nominal voltage of 345 kilovolts or more, the high-voltage
transmission line provides usage, service or increased regional reliability benefits to
the wholesale and retail customers in this state and the benefits of the high—voltage
transmission line are reasonable in relation to the cost of the high—voltage

transmission line.
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SECTION 63. 196.491 (3) (gm) of the statutes is created to read:

196.491 (3) (gm) The commission may not approve an application under this
section for a certificate of public convenience and necessity for a high—voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more unless the approval Cincl,%des the condition that the applicant shall pay the
fees specified in sub. (3g). ﬁl a%roceeding on such an application under this section,
the commission shall determine the cost of the high—voltage transmission line,
identify the counties, towns, villages and cities through which the high-voltage
transmission line is routed and allocate the amount of investment associated with
the high~voltage transmission line to each such county, town, village and city.

SECTION 64. 196.491 (3g) of the statutes is created to read: ¢ 6;3

196.491 (3g) FEES FOR CERTAIN HIGH-VOLTAGE TRANSMISSION LINES'(P: person who
receives a certificate of public convenience and necessity for a high—voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more under sub. (3) shall pay the department of administration an annual impact
fee as specified in the rules promulgated by the department of administration under
s. 16.969 (2) (a) and shall pay the department of administration a one-time

environmental impact fee a

of adminisfration under s. 16.969 (2) (b).

SECTION 65. 196.491 (3m) (b) 2. of the statutes is amended to read:

196.491 (3m) (b) 2. The analytical process specified in subd. 1. b. shall, to the

extent practicable, be consistent with the analytical process described in the merger

USC 1,18 0r 45, as defined in s. 196.485 (1) (dr).
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SECTION 66. 196.494 (3) of the statutes is amended to read:

196.494 (3) Nolater than Decomber 31,2004 the The commission may shall,
under this subsection, issue an order requiring an-eleetrie a public utility to construct
or procure, on a competitive basis, the construction of transmission facilities
specified by the commission in its order if the commission determines that—,—b&ged—en
the results-of thestudy-under-sub—(2); such construction is necessary to relieve a
constraint on a transmission system and the construction will materially benefit the
customers of the eleetrie public utility or ether electric utilities or of an independent
system operator, as defined in s. 196.485 (1) (d), or independent transmission owner,
as defined in s. 196.485 (1) (dm). |

SECTION 67. 196.494 (4) of the statutes is amended to read:

196.494 (4) The commission shall allow an-eleetrie a public utility to recover
in its retail electric rates any costs that are prudently incurred by the public utility
in complying with an order under sub. (3).

SECTION 68. 196.494 (5) of the statutes is created to read:

196.494 (5) The governor may, on behalf of this state, enter into an interstate
compact that establishes a joint process for the states in the upper midwest region
of the United States to determine the need for and siting of regional electric
transmission facilities that may affect electric service in this state. The governor
may not enter into a compact under this subsection unless the compact includes
requirements and procedures for establishing each of the following:

(a) Compliance with each state’s environmental and siting standards for
transmission facilities.

(b) A regional need determination for transmission facilities.
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(c) A mechanism for resolving conflicts between the states regarding the siting
of transmission facilitiesy.

SECTION 69. 196.52 (3) (a) of the statutes is amended to read:

196.52 (3) (a) In this subsection, “contract or arrangement” means a contract
or arrangement providing for the furnishing of management, supervisory,
construction, engineering, accounting, legal, financial or similar services and any
contract or arrangement for the purchase, sale, lease or exchange of any property,
right, or thing, or for the furnishing of any service, property, right, or thing, other
than management, supervisory, construction, engineering, accounting, legal,
financial or similar services, but “contract or arrangement” does not include a
contract or arrangement under which a transmission utility, as defined in s. 196.485
(1) (i), sells or transfers securities, as defined in s. 196.485 (1) (fe), that have been
issued by a transmission company, as defined in s. 196.485 (1) (ge). Except as

provided under par. (b), unless and until the commission gives its written approval,
any contract or arrangement is not valid or effective if the contract or arrangement
is made between a public utility and an affiliated interest after June 7, 1931. Every
public utility shall file with the commission a verified copy of any contract or
arrangement, a verified summary of any unwritten contract or arrangement, and
any contract or arrangement, written or unwritten, which was in effect on June 7,
1931. The commission shall approve a contract or arrangement made or entered into
after June 7, 1931, only if it shall clearly appear and be established upon
investigation that it is reasonable and consistent with the public interest. The
commission may not approve any contract or arrangement unless satisfactory proof
is submitted to the commission of the cost to the affiliated interest of rendering the

services or of furnishing the property or service to each public utility or of the cost
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to the public utility of rendering the services or of furnishing the property or service
to each affiliated interest. No proof is satisfactory under this paragraph unless it
includes the original (or verified copies) of the relevant cost records and other
relevant accounts of the affiliated interest, or an abstract of the records and accounts
or a summary taken from the records and accounts if the commission deems the
abstract or summary adequate. The accounts shall be properly identified and duly
authenticated. The commission, where reasonable, may approve or disapprove a
contract or arrangement without submission of the cost records or accounts.

SECTION 70. 196.795 (1) (g) 1. of the statutes is amended to read:

196.795 (1) (g) 1. As a beneficial owner, to take, hold or acquire 5% or more of

the outstanding voting securities of a public utility, other than a transmission
company, with the unconditional power to vote those securities.

SECTION 71. 196.795 (1) (g) 2. of the statutes is amended to read:

196.795 (1) (g) 2. To exchange or convert 50% or more of the outstanding voting
securities of a public utility, other than a municipality or other political subdivision

or a transmission company, for or into the voting securities of a company organized,

created, appointed or formed by or at the direction of the public utility or of a
subsidiary of such company.
SECTION 72. 196.795 (1) (h) 3. of the statutes is created to read:
196.795 (1) (h) 3. “Holding company” does not include a transmission company.
SECTION 73. 196.795 (1) (p) of the statutes is created to read:
196.795 (1) (p) “Transmission company” has the meaning given in s. 196.485

(1) (ge).
SECTION 74. 196.795 (5) (i) 1. of the statutes is amended to read:
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196.795 (5) (i) 1. Shall consider the public utility affiliate as a wholly
independent corporation and shall impute a ecapital structure to the publie utility
affiliate and establish a cost of capital for the public utility affiliate on a stand—alone
basis;

SECTION 75. 196.795 (5) (p) 1., 2., 3. and 4. of the statutes are renumbered
196.795 (6m) (b) 1., 2., 3. and 4.

SECTION 76. 196.795 (5) (pm) 1. (intro.) of the statutes is repealed.

SECTION 77. 196.795 (5) (pm) 1. a. of the statutes is renumbered 196.795 (6m)
(a) 3.

SECTION 78. 196.795 (5) (pm) 1. b. of the statutes is renumbered 196.795 (6m)
(a) 5.

SECTION 79. 196.795 (5) (pm) 1. c. of the statutes is renumbered 196.795 (6m)
(a) 6.

SECTION 80. 196.795 (5) (pm) 2. of the statutes is renumbered 196.795 (6m) (c)
and amended to read:

196.795 (6m) (c) Wholesale merchant plants. The assets of a wholesale
merchant plant shall not be included in the sum of the assets of a public utility
affiliate under par. ) (b) 1. a., b. or c. and shall not be included in a nonutility
affiliate’s total assets under par. (p) (b) 2. a. if the requirements specified in s. 196.491
(3m) (a) 1. and 2. are satisfied or if the wholesale merchant plant qualifies for the
exemption under s. 196.491 (3m) (e).

SECTION 81. 196.795 (5) (pm) 8. of the statutes is renumbered 196.795 (6m) (d)
and amended to read:

196.795 (6m) (d) Foreign affiliates. The assets of a foreign affiliate shall be

included in the sum of the assets of a public utility affiliate under par. &) (b) 1. a.,
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b. or c. and shall not be included in a nonutility affiliate’s total assets under par. (p)
(h) 2. a.

SECTION 82. 196.795 (6m) (title) of the statutes is created to read:

196.795 (6m) (title) ASSET CAP.

SECTION 83. 196.795 (6m) (a) (intro.) of the statutes is created to read:

196.795 (6m) (a) Definitions. (intro.) In this subsection:

SECTION 84. 196.795 (6m) (a) 1. of the statutes is created to read:

196.795 (6m) (a) 1. “Contributor public utility affiliate” means a public utility
affiliate that has contributed its transmission facilities to the transmission company
under s. 196.485 (5) (b).

SECTION 85. 196.795 (6m) (a) 2. of the statutes is created to read:

196.795 (6m) (a) 2. “Eligible asset” means an asset of a nonutility affiliate that
is used for any of the following:

a. Producing, generating, transmitting, delivering, selling or furnishing gas,
oil, electricity or steam energy.

b. Providing an energy management, conservation or efficiency product or
service or a demand—side management product or service.

¢. Providing an energy customer service, including metering or billing.

d. Recovering or producing energy from waste materials.

e. Processing waste materials.

f. Manufacturing, distributing or selling products for filtration, pumping water
or other fluids, processing or heating water, handling fluids or other related
activities.

g. Providing a telecommunications service, as defined in s. 196.01 (9m).

SECTION 86. 196.795 (6m) (a) 4. of the statutes is created to read:
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196.795 (6m) (a) 4. “Generation assets” means assets that are classified as
electric generation assets on the books of account, of a public utility, as determined
by the commission.

SECTION 87. 196.795 (6m) (b) (title) of the statutes is created to read:

196.795 (6m) (b) In ggneral.

SECTION 88. 196.795 (6m) (e) of the statutes is created to read:

196.795 (6m) (e) Contributor public utility affiliates. 1. The eligible assets of
a nonutility affiliate in a holding company system that includes a contributor public
utility affiliate shall not be included in the sum of the assets of the public utility
affiliates under par. (b) 1. a., b. or c. and shall not be included in the nonutility
affiliate’s total assets under par. (b) 2. a.

2. For purposes of subd. 1., all of the assets of a nonutility affiliate shall be
considered eligible assets if each of the following is satisfied:

a. The bylaws of the nonutility affiliate or a resolution adopted by its board of
directors specifies that the business of the nonutility affiliate is limited fo activities
involving eligible assets. |

b. Substantially all of the assets of the nonutility affiliate are eligible assets.

3. The net book value of transmission facility assets that a contributor public
utility affiliate has contributed to a transmission company under s. 196.485 (5) (b)
shall be included in the sum of the assets of the public utility affiliate under par. (b)
1. a., b. and c. In determining net book value under this subdivision, accumulated
depreciation shall be calculated as if the contributor public utility affiliate had not
contributed the assets.

4. The net book value of generation assets that a contributor public utility

affiliate has transferred to a person that is not affiliated with the public utility
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affiliate pursuant to the order of the commission, a court or a federal regulatory
agency shall be included in the sum of the assets of the public utility affiliate under
par. (b) 1. a., b. and c. In determining net book value under this subdivision,
accumulated depreciation shall be calculated as if the contributor public utility
affiliate had not transferred the assets.

SECTION 89. 196.795 (11) (b) of the statutes is amended to read:

196.795 (11) (b) This section shall be deemed to legalize and confirm the
formation, prior to November 28, 1985, of any holding company, which is not itself
a public utility, and shall be deemed to legalize and confirm the operations and
issuances of securities of the holding company, except that nothing in this section
shall be deemed to prevent the commission from imposing reasonable terms,
limitations or conditions on any holding company which are consistent with the
requirements of sub. (5)(pmy) (6m) (c¢) or (d) or which are consistent with and
necessary to satisfy the requirements of sub. (5) (b) to (o) and (q) to (s) or which relate
to future investments by the holding company unless the holding company owns,
operates, manages or controls a telecommunications utility and does not also own,
operate, manage or control a public utility which is not a telecommunications utility.

SECTION 90. 196.795 (11) (c) of the statutes is created to read:

196.795 (11) (¢) The commission may not impose upon a holding company the
formation of which is considered to be legalized and confirmed under par. (b) any
term, limitation or condition under par. (b) that establishes the sum of the holding
company’s nonutility affiliate assets at less than 25% of the sum of the holding
company’s utility affiliate assets. For purposes of this paragraph, any term,
limitation or condition on nonutility affiliate assets shall not apply to the ownership,

operation, management or control of any eligible asset, as defined under sub. (6m)
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1 (a) 2., or an asset that is used for manufacturing, distributing or selling swimming
2 pools or spas. +fﬂ/\ S 'Fﬁ r
3 SECTION 91. 196.807 of the statutes is created to read:

4 196.807 Energy afflllate and utility employes. (1) DEFINITIONS! In th1s

e ) sellpofter by
.F 4{ m‘{an energy unit” means t leasemr otherwise

ownership or control of the energy unit.

-

_)
M; holding company syste e ipm\19695 L1) (i)/or an electric utility,

(Uf “Affiliate or utility” means a nonutility affihat

as defined in s. 196.491 (1) (d).

(aﬂb “Energy unit” means a unit that is engaged in activities related to the o
12 production, generation, transmission or dls;r,m 1tien.efelectricity ~', as or steam orthe
recovery of energy-ffom waste materials. LS%T @ , - ‘
olding company system” has the meaning given in s. 196.795 (1) (i).
15 ;‘Unit” means a division, department or other operational business unit of
16 ‘an affiliate or utility. | N;‘QQT -3 m% I)@+
17 (2) OFFER. OF EMPLOYMENT. (a) Except as provided in par. (b), a persori\m.f’«

el
18 Wsp]an energy unit gt joffer employment to the nonsupervisory employes who
rans tér
19 are employed with the energy unit immediately prior to theMag}and who are

20 necessary for the operation and maintenance of the energy unit.

21 (b)] #nonutility affiliate tifa uire Nof weutilit

22 in the same holding company syste offer employment to all of the

A
23 | nonsupervisory employes who are employed with fhe energy unit immediately prior

24 ‘ totheamﬁ’éﬁe( f‘ftﬁMs 70@[‘\
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(3) EMPLOYMENT TERMS AND CONDITIONS. (a) Except as provided in par. (b), the
employment that is offered under sub. (2) shall satisfy each of the following during
the 30-month period beginning immediately after the M ‘{'/4/’ S 7(;/‘

1. Wage rates shall be no less than the wage rates in effect immediately prior
to the ab@Jiper™ f}“fﬂf\ s P er

2. Fringe benefits shall be substantially equivalent to the fringe benefits in
effect immediately prior to theW ‘/‘f‘ ans 7(.‘;{"’

3. Terms and conditions of employment, other than wage rates and fringe

benefits, shall be substantially equivalent to the terms and conditions in effect

immediately prior to the W ‘/“f‘@ ng pﬁ’f\

11 (b) A collective bargaining agreement may modify or waive a requirement
12 specified in par. (a). rN §547‘ é > -/:?) v’ ce/ /
@ (4) COMMISSION APPROVAL! ,N' o person may energy unit unless the
14 commission determines that the person has satisfied subs. (2) and (“;:) 9-’
115 ) (5) APPLI Jr ThlS section does not apply until the expira
16 3—year period specified in s. 1T9% (3m) (a)1.b., as deter Nnimed By the commission,
f 17 or the expiration date of any extension of t 'Y'-» ear perlod that is agreed to under
; 18 s. 196.485 (3m) (a) 1. b., as dejgwnfined by the commlssmn hichever is later. The
| 19 commission sh ol -is a notice in the Wisconsin Administratv ine tr that
:" 20 SpesHTES that the commission determines is the effective date of this section®
21 SECTION 92. 200.01 (2) of the statutes is amended to read:
22 200.01 (2) “Public service corporation” means and embraces every corporation,
23 except municipalities and other political subdivisions, which is a public utility as
24 defined in s. 196.01, and every corporation which is a railroad as defined in s. 195.02,
25 but shall not include a public utility corporation receiving an annual gross revenue
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ofless than $1,000 for the calendar year next preceding the issuance of any securities
by it. “Public service corporation” includes a holding company, as defined under s.
196.795 (1) (h), which is a public utility, as defined unders. 196.01 (5). “Public service
corporation” does not include a telecommunications utility, as defined in s. 196.01
(10). “Public service corporation” does not include any other holding company unless
the holding company was formed after November 28, 1985, and unless the
commission has determined, under s. 196.795 (7) (a), that each nonutility affiliate,
as defined under s. 196.795 (1) (j), does not and cannot reasonably be expected to do
at least one of the items specified in s. 196.795 (7) (a). “Public service corporation”
does not include a company, as defined in s. 196.795 (1) (f), which owns, operates,
manages or controls a telecommunications utility, as defined in s. 196.01 (10), unless
such company also owns, operates, manages or controls a public utility which is not

a telecommunications utility. “Public service corporation” does not include a

transmission company, as defined in s. 196.485 (1) (ge).

SECTION 93. 285.48 of the statutes is created to read:

285.48 Nitrogen oxide emissions from certain electric generation
facilities. (1) In establishing nitrogen oxide emission reductions for the control of
atmospheric ozone in another state pursuant to a call for a state implementation plan
issued prior to the effective date of this subsection .... [revisor inserts date], the
department may not, in an implementation plan under s. 285.11 (6), by rule or
through the adoption of control strategies, regulate nitrogen oxide emissions from
electric generation facilities that are located in Ashland, Barron, Bayfield, Buffalo,
Burnett, Chippewa, Clark, Douglas, Dunn, Eau Claire, Iron, Jackson, La Crosse,
Monroe, Pepin, Pierce, Polk, Price, Rusk, Sawyer, St. Croix, Taylor, Trempealeau,

Vernon or Washburn county.
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(2) The department may not, based solely on the prohibition under sub. (1),

require more stringent nitrogen oxide emission reductions for any electric utility, as
defined in s. 196.491 (1) (d), or large industrial core source in this state that is
identified by the federal environmental protection agency.

SECTION 94. Nonstatutory provisions.

(1) INITIAL. APPOINTMENTS TO COUNCIL ON UTILITY PUBLIC BENEFITS.
Notwithstanding section 15.107 (17) (intro.) of the statutes, as created by this act,
the initial members of the council on utility public benefits shall be appointed for the
following terms:

(a) One of the members under section 15.107 (17) (a), (b) and (d) of the statutes,
as created by this act, for terms expiring on July 1, 2001.

(b) One of the members under section 15.107 (17) (a) of the statutes, as created
by this act, and the members under section 15.107 (17) (c), (e) and (f) of the statutes,
as created by this act, for terms expiring on July 1, 2002.

(c) One of the members under section 15.107 (17) (b) and (d) of the statutes, as
created by this act, and the members under section 15.107 (17) (g) and (h) of the
statutes, as created by this act, for terms expiring on July 1, 2003.

(2) PUBLIC SERVICE COMMISSION RULES.

(a) Using the procedure under section 227.24 of the statutes, the public service
commission shall promulgate the rules required under section 196.378 (3) (a) of the
statutes, as created by this act, for the period before the effective date of the
permanent rules promulgated under that section, but not to exceed the period
authorized under section 227.24 (1) (c) and (2) of the statutes. Notwithstanding

section 227.24 (1) and (3) of the statutes, the commission is not required to make a

finding of emergency.
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(b) The public service commission shall submit in proposed form the rules
required under section 196.378 (3) (a) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes no later than the first
day of the 6th month beginning after the effective date of this paragraph.

(3) DEPARTMENT OF ADMINISTRATION RULES.

(a) Using the procedure under section 227.24 of the statutes, the department
of administration shall promulgate the rules required under section 16.957 (2) (¢)
and (4) (b) of the statutes, as created by this act, for the period before the effective
date of the permanent rules promulgated under that section, but not to exceed the
period authorized under section 227.24 (1) (¢) and (2) of the statutes.
Notwithstanding section 227.24 (1) and (3) of the statutes, the department is not
required to make a finding of emergency.

(b) The department of administration shall submit in proposed form the rules
required under section 16.957 (2) (c¢) and (4) (b) of the statutes, as created by this act,
to the legislative council staff under section 227.15 (1) of the statutes no later than
the first day of the 6th month beginning after the effective date of this paragraph.
550 000

(1) Inthe schedule under section 20.005 (3) of the statutes for thefappropriation

SECTION 95. Appropriation changes.

to the public service commission under section 20.155 (1) (j) of the statutes, as
affected by the acts of 1999, the dollar amount is increased by for fiscal year
1999-00 and the dollar amount is increased by or fiscal year 2000-01 for
the purpose for wh1c%1 j:he appr.oprwttl‘on is made. a S’”OJ 0 02)
SECTION 96. Initial applicability.

(1) The treatment of sections 16.969, 20.505 (1) (ge) and (gs) and 196.491 (3)

(gm) and (3g) of the statutes first applies to certificates of public convenience and
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necessity that are approved by the public service commission on the effective date of
this subsection.

(2) The treatment of section 196.491 (3) (d) 3r. and 3t. of the statutes first
applies to applications for certificates of public convenience and necessity that are
filed with the public service commission on the effective date of this subsection.

(3) The treatment of sections 76.28 (1) (d), (e) (intro.) and 5. and (j) and (2) (c)
(intro.), (d) and (e) and 196.485 (1) (ge) of the statutes first applies to taxable years

beginning on January 1 of the year in which this subsection takes effect, except that

- if this subsection takes effect after July 31 the treatment of sections 76.28 (1) (d), (e)

(intro.) and 5. and (j) and (2) (¢) (intro.), (d) and (e) of the statutes first applies to
taxable years beginning on January 1 of the year following the year in which this
subsection takes effect.

(END)
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INSERT 10-23:
the following:

1. All moneys received from the federal government under 42 USC 6861 to 6873
and 42 USC 8621 to 8629 in a fiscal year.

2. All moneys spent in a fiscal year for low—income programs established under
s. 196.374. '/

3. All moneys spent in a fiscal year on programs established under this
paragraph. F\Q ky ?@(té\!\

4. of the moneys collected in public benefits fees under sub. (5).

v/ INSERT 53-19:

(b) A person that pays a fee under par. (a) may not use the payment to offset
any other mitigation measure that is required in an order by the commission under
sub. (3) regarding the certificate of public convenience and necessity specified in par.
(b).

a INSERT 61-14: _

(d) “Nonutility affiliate” has the meaning given in s. 196.795 (1) ().

(e) “Public utility affiliate” has the meaning given in s. 196.795 (1) (L).l/

INSERT 61-18:
unless the terms of the transfer require the person to which the energy unit is
transferred to

INSERT 61-21:
A public utility affiliate may not sell an energy unit to a

INSERT 61-22:
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unless the terms of the transfer require the nonutility affiliate to
INSERT 62-13:

Except for a cooperative association, as defined in s. 196.491 (1) (bm),
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DRAFTER’S NOTE LRB-3150/2dn
FROM THE MDK:/...
LEGISLATIVE REFERENCE BUREAU

Senator Chvala: Ve '

2.,(3m)(a) 1.c.,d.,e. and b.and c. and 4., (b) 1., (¢) 8. a., b., c., (4) (am), (5) (b) 1.,
2.a.,3.,(c) 1. b., (6) (b) af

96.807 has been substantially revised. As a result, proposed s.
¢ the prior version is eliminated.

5. The dollar amounts in the appropriation changes have been revised to $250,000
per year.

Note also that the references to “securities” in proposed s. 196.485 (3m) (c) 4. and 5.
have not been revised to refer to “voting securities”. Is this okay?

Mark D. Kunkel

Legislative Attorney

Phone: (608) 266-0131

E-mail: Mark.Kunkel@legis.state.wi.us



DRAFTER’S NOTE LRB-3150/2dn
FROM THE MDK:....jf
LEGISLATIVE REFERENCE BUREAU

June 9, 1999

Senator Chvala:
This version is identical to LRB—-3150/1, except for the following:
1. There is a minor change to the relating clause.

2. The following provisions contain minor revisions: proposed ss. 16.957 (1) (o) 3.
and (2) (a), 196.192 (2) (b), (3) (a) and (4), 196.485 (1) (em), (1m) (a) and (b), (2) (d) 1.
and 2., (3m) (a) 1. c.,d., e. and f.,, 2. b. and ¢c. and 4., (b) 1., and (¢) 3. a., b., c., (4) (am),
(5) (b) 1., 2. a. and 3. and (¢) 1. b., (6) (b) and (7).

3. The last phrase of proposed s. 16.969 (4) is eliminated and new language is added
to proposed s. 196.491 (3g) regarding mitigation offsets.

4. Proposed s. 196.807 has been substantially revised. As a result, proposed s.
196.485 (2) (e) in the prior version is eliminated.

5. The dollar amounts in the appropriation changes have been revised to $250,000
per year.

Note also that the references to “securities” in proposed s. 196.485 (3m) (¢) 4. and 5.
have not been revised to refer to “voting securities”. Is this okay?

Mark D. Kunkel

Legislative Attorney

Phone: (608) 266—0131

E-mail: Mark.Kunkel@legis.state.wi.us
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June 9, 1999
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Senator Chvala: PQ/Q&)I 4 79 (g N—ﬁw"

This version is identical to LRB-3150/1, except for the following:

1. There is a minor change to the relating clause.

2. The following provisions contain minor revisions: proposed ss. 16.957 (1) (o) 3.
and (2) (a), 196.192 (2) (b), (3) (a) and (4), 196.485 (1) (em), (1m) (a) and (b), (2) (d) 1.
and 2., (3m) (a) 1. c.,d., e. and f., 2. b. and c. and 4., (b) 1., and (c) 3. a., b., c., (4) (am),
(5) (b) 1., 2. a. and 3. and (¢) 1. b., (6) (b) and (7).

3. The last phrase of proposed s. 16.969 (4) is eliminated and new language is added
to proposed s. 196.491 (3g) regarding mitigation offsets.

4. Proposed s. 196.807 has been substantially revised. As a result, proposed s.
196.485 (2) (e) in the prior version is eliminated.

5. The dollar amounts in the appropriation changes have been revised to $250,000
per year.

Note also that the references to “securities” in proposed s. 196.485 (3m) (c) 4. and 5.
have not been revised to refer to “voting securities”. Is this okay?

Mark D. Kunkel

Legislative Attorney

Phone: (608) 266-0131

E-mail: Mark.Kunkel@legis.state.wi.us
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AN AcCT+ repeal 196.485 (3) (bm) and 196,795 (5) (pm) 1. (intro.); fo renumber

196.025, 196.485 (1) (dm) 1., 196.795 (5) (p) 1., 2., 3. and 4., 196.795 (5) (pm) 1.
a., 196.795 (5) (pm) 1. b. and 196.795 (5) (pm) 1. c.; to renumber and amend
196.485 (1) (dm) 3., 196.795 (5) (pm) 2. and 196.795 (5) (pm) 3.; to amend 76.28
(1) (d), 76.28 (1) (e) (intro.), 76.28 (2) (¢) (intro.), 76.28 (2) (d), 196.31 (1) (intro.),
196.485 (1) (dm) (intro.), 196.485 (2) (a) (intro.), 196.485 (4) (a) (intro.), 196.491
(8m) (b) 2., 196.494 (3), 196.494 (4), 196.52 (3) (a), 196.795 (1) (g) 1., 196.795 (1)
(g)2.,196.795 (5) (i) 1., 196.795 (11) (b) and 200.01 (2); ¢o repeal and recreate
196.374 and 196.485 (title); and o create 15.107 (17), 16.957, 16.969, 20.505
(1) (ge), 20.505 (1) (gs), 20.505 (10), 25.17 (1) (xm), 25.96, 76.28 (1) (e) 5., 76.28
(1) G), 76.28 (2) (e), 196.025 (2), 196.025 (3), 196.025 (4), 196.025 (5), 196.192,
196.378, 196.485 (1) (am), 196.485 (1) (be), 196.485 (1) (bs), 196.485 (1) (dm) 2.,
196.485 (1) (do), 196.485 (1) (dq), 196.485 (1) (dr), 196.485 (1) (ds), 196.485 (1)
(dt), 196.485 (1) (dv), 196.485 (1) (em), 196.485 (1) (fe), 196.485 (1) (ge), 196.485
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(1) (gm), 196.485 (1) (§), 196.485 (1m), 196.485 (2) (ar), 196.485 (2) (bx), 196.485
(2) (d), 196.485 (3m), 196.485 (4) (am), 196.485 (5), 196.485 (6), 196.485 (6m),
196.485 (7), 196.485 (8), 196.487, 196.491 (3) (d) 3r., 196.491 (3) (d) 3t., 196.491
(3) (gm), 196.491 (3g), 196.494 (5), 196.795 (1) (h) 3., 196.795 (1) (p), 196.795
(6m) (title), 196.795 (6m) (a) (intro.), 196.795 (6m) (a) 1., 196.795 (6m) (a) 2.,
196.795 (6m) (a) 4., 196.795 (6m) (b) (title), 196.795 (6m) (e), 196.795 (11) (c),
196.807 and 285.48 of the statutes; relating to: control and ownership of
transmission facilities by a transmission company and a Midwest independent
system operator, ownership of nonutility assets by a public utility holding
company, investments in transmission facilities, offers of employment to
certain public utility .a—r-ld noﬂ%. liate employes, fees and approvals for certain
high-voltage transmission lines, construction of certain electric transmission
facilities, environmental reviews by the public service commission, reports on

reliabili tus of electric utilities, state participation in a regional

regulation of certain nitrogen oxide emissions, establishing programs for
low—income energy assistance, improving energy conservation and efficiency
markets and encouraging the development and use of renewable resources,
creating a council on utility public benefits, establishing a utility public benefits :
fund, requiring electric utilities and retail electric cooperatives to charge public
benefits fees to customers and members, imposing requirements on the use of

renewable resources by electric utilities and cooperatives, requiring the
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exercise of rule-making authority, making appropriations and providing a

penalty.

Analysis by the Legislative Reference Bureau

This bill does each of the following: 1) establishes programs administered by
the department of administration (DOA) for providing energy assistance to
low—income households (low—income programs), for conservation and efficiency
services (conservation programs) and for encouraging the development and use of
renewable energy resources (renewables programs); 2) imposes certain
requirements on the generation of electricity from renewable energy resources; 3)

feates an exemption from the cap on investments of public utility holding companies
in nonyility affiliate assets (asset cap); 4) changes requirements regarding the
eration of the transmission system of the state; 5) imposes employment
requirements with respect to the acquisition of certain energy business units; 6)
changes the requirements for the approval of certain high—voltage transmission
lines; and 7) imposes various other requirements, including changes to the duties of
the public service commission (PSC), prohibitions on the authority of the department
of natural resources (DNR) regarding nitrogen oxide emissions and requirements for
an interstate compact on regional transmission need and siting.

Low-income, conservation and rencwables programs

After consulting with a council on utility public benefits that is created under
the bill, DOA is required to establish the low—income, conservation and renewables
programs. DOA must hold a hearing before establishing the programs.

The bill requires the division of housing in DOA to contract with certain
nonprofit or governmental entities for the administration of the low-income
programs. DOA must also contract with a nonprofit corporation for the
administration of the conservation and renewables programs.

The programs established by DOA are funded by a public benefits fee that DOA
collects from nonmunicipal electric public utilities, which must charge the public
benefits fees to their customers. Municipal electric public utilities and retail electric
cooperatives (municipal utilities and cooperatives) are also required to charge a
public benefits fee to their customers or members. Every three years, a municipal
utility or cooperative may elect to contribute all or a specified portion of the public
benefits fees to DOA for the programs established by DOA. A municipal utility or
cooperative that does not elect to contribute all of the public benefits fees to DOA
must spend specified portions of the fees on its own “commitment to community
programs”, which are defined as low—income assistance and conservation programs.

Each municipal utility and cooperative must charge a public benefits fee that
is sufficient for the utility or cooperative to collect an annual average of $17 per
meter. However, for the period ending on June 30, 2008, the amount of any increase
to an electric bill that is based on the public benefits fee charged by a municipal
utility or cooperative may not exceed 3% of the total of every other charge billed
during that period, or $750 per month, whichever is less.
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For nonmunicipal utilities, the bill directs DOA to determine the amount of the e
public benefits fee, which consists of a portion sufficient to fund the low-income”

ograms. This bill requiies the P, gtermine the W%&Q

amount that an electric utility was zeeuived=to spendl on sxfel progr, in 1998. U 251
Under the bill, an electric utility must spend a decreasing portion amount 7, P
detormined-bythre PSE-fim Rergy-conservation-programs.and contribute an /

increasing portion of & amount to the P dpsi ina tility public benefits
fund, which is used to fund the programs established by DOA under the bill.
Renewable energy resources

Under this bill, specified percentages of the electricity generated by a public
utility or retail cooperative must be generated from renewable energy resources. The
percentage is calculated on the basis of a public utility’s or retail cooperative’s total
retail energy sales. The bill allows public utilities and retail cooperatives to purchase
credits from other public utilities and retail cooperatives that generate electricity
from renewable energy resources in excess of the percentages required under the bill.

The bill also includes other requirements, including requirements for
calculating the percentages and reporting compliance with the percentages to DOA.

Asset cap

With certain exceptions, current law prohibits the investments of a public
utility holding company system (system) in nonutility affiliate assets from exceeding
a specified asset cap.

This bill creates a new exception from this prohibition if the public utility
affiliates in a system satisfy certain requirements, including the following: 1) a Spec {!C
petitioning the PSC and the federal energy regulatory commission for approval to
transfer operational control of their electric transmission facilities that are loca‘md/
in the midwest region of the United States to ig;independent system operator; and
2) filing a commitment with the PSC to transfer ownership of sweh-transmission w\\-ﬁo{
facilities and related land rightsfto a transmission company that satisfies specified ﬂ&l—&
requirements. If the public utility affiliates satisfy the requirements for the
exception, then certain nonutility affiliate assets are not included in calculating CY),-S)
whether the system exceeds the asset cap. The assets that are not included in the
calculation include the assets of a nonutility affiliate that are used for the following:
1) producing or selling gas, oil, electricity or steam energy; 2) providing energy
management, conservation or efficiency products or services; 3) providing energy
customer services; 4) recovering or producing energy from waste materials; 5)
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processing waste materials; 6) manufacturing or selling certain filtration or fluid
pumping products; and 7) providing telecommunications services.

Transmission system operation

This bill allows transmission utilities to transfer ownership of their
Q& transmission facilities to a transmission company that satisfies certain
NW WClud1ng the requirements to apply for approval to begin operations
no later than Jesmwesy 1, 2000. The bill requires the transmission utilities that make
such a transfer to enter into contracts with the transmission company to provide
operation and maintenance with respect to the transmission facilities for a period of
atleast three years. A transmission utility that is a public utility affiliate in a public
utility holding company system must comply with these transfer requirements in
order for the system to qualify for the exception from the asset cap that is described
above.

The bill also provides that, after the transmission company begins operations,
a transmission utility or cooperative that has transferred ownership of its
transmission facilities to the transmission company no longer has a duty to provide
transmission services. Instead, the transmission company has the exclusive duty to
provide transmission service in a specified area of the state. The transmission
company’s duty terminates when a certain independent system operator begins
operations. This independent system operator is a person that has received the
conditional approval of the federal energy regulatory commission to provide
transmission service in the midwest region of the United States.

Under the bill, after the independent system operator begins operations, it has
the exclusive duty to provide transmission service in a specified area of the state and
each public utility that provides transmission service in that area must transfer
operational control over its transmission facilities to the independent system
operator. In addition, as noted above, a public utility affiliate must make such a
transfer to qualify for the exception to the asset cap exception described above

The bill imposes other requirements on the organiz n and
operation of the transmission company. In addition, the b111 erty
of the transmission company-frem-tire-property-tax. N‘?

Employment requirements for acquired energy units ?’”"T —Tua 'ﬂr-r ﬁ“‘

The bill imposes certain employment requirements on a person who acquires
an energy unit, which is defined as a business unit of a nonutility affiliate in a public
utility holding company system or a public utility or cooperative association in which
the business unit engages in certain energy-related activities. A person who
acquires an energy unit must offer employment to the energy unit’s nonsupervisory
employes who are necessary for the operation and maintenance of the energy unit.
If a nonutility affiliate acquires an energy unit in the same holding company system,
the nonutility affiliate must offer employment to all of the energy unit’s
nonsupervisory employes. A person or nonutility affiliate that is subject to the bill’s
requirements must, during the 30-month period after the acquisition, offer
employment at wage rates that are no less than the wage rates in effect immediately
prior to the acquisition. In addition, during the same 30—month period, the terms
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and conditions of employment, including fringe benefits, must be substantially
similar to the terms and conditions in effect immediately prior to the acquisition.

Approval of high-voltage transmission lines

Under current law, with certain exceptions, a person may not construct a
high—voltage transmission line, which is defined as a line that is designed for
operation at 100 kilovolts or more, unless the PSC issues a certificate of public
convenience and necessity (certificate) to the person. The PSC may not issue a
certificate unless it makes certain specified findings regarding the high—voltage
transmission line. _

Under this bill, the PSC may not issue a certificate for a high-voltage
transmission line that is proposed to increase transmission capacity into this state
unless, in addition to the findings under current law, the PSC also makes specified
findings regarding the use of existing rights—of~way and the routing and design of
the line. In addition, the PSC may not issue a certificate for a high—voltage
transmission line that is designed for operation at 345 kilovolts or more unless the
PSC finds that certain benefits are reasonable in relation to the cost of the line.

The bill also imposes fees on persons who are issued certificates for
high—voltage transmission lines that are designed for operation at 345 kilovolts or
more. Such a person must pay an annual impact fee and a one-time environmental
impact fee. The fees are based on the cost of the high—voltage transmission line. The
fees must be paid to DOA, which is required to distribute the fees to counties, towns,
cities and villages through which the high—voltage transmission line is routed.
Other requirements

The bill imposes the following duties on the PSC:

1. Requires the PSC to promulgate rules for carrying out the PSC’s duties under
current law regarding the consideration of environmental impact of certain actions.

2. Requires the PSC to promulgate rules requiring certain electric utilities and
cooperative associations to submit reports on their electric reliability status.

3. Requires the PSC to study and report to the legislature on the establishment
of a program for providing incentives for the development of certain high—efficiency,
small-scale electric generating facilities.

4. Requires the PSC to contract for a study and submit a report to the
legislature on the potential for horizontal market power of electric generators to
frustrate the creation of effectively competitive retail electric markets.

5. Requires the PSC to approve certain market-b rates, .individual
contract options and market-based compensation for mm for

C5taa customers of certain electric public utilities.
/ 6. Requires the PSC to order a public utility affiliate or the transmission
company described above to make certain investments in its facilities if the PSC
.¢- cﬁ p”ﬁetermines that the public utility affiliate or transmission company is not making
,_R(uu investments that are sufficient to ensure reliable electric service.

The bill allows the governor, on behalf of the state, to enter into an interstate
compact on the need for and siting of regional electric transmission facilities. A
compact under the bill must include certain requirements, including a mechanism
for resolving transmission conflicts between states.
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The bill prohibits DNR from establishing certain reductions in nitrogen oxide
emissions from electric generating facilities in specified counties.

This bill will be referred to the joint survey committee on tax exemptions for a
detailed analysis, which will be printed as an appendix to this bill.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 15.107 (17) of the statutes is created to read:

15.107 (17) COUNCIL ON UTILITY PUBLIC BENEFITS. There is created a council on
utility public benefits that is attached to the department of administration under s.
15.03. The council shall consist of the following members appointed for 3—year
terms:

(a) Two members appointed by the governor.

(b) Two members appointed by the senate majority leader.

(¢) One member appointed by the senate minority leader.

(d) Two members appointed by the speaker of the assembly.

(e) One member appointed by the assembly minority leader.

(f) One member appointed by the secretary of natural resources.

(g) One member appointed by the secretary of administration.

(h) One member appointed by the chairperson of the public service commission.

SECTION 2. 16.957 of the statutes is created to read:

16.957 Utility public benefits. (1) DEFINITIONS. In this section:

(bm) “Commission” means the public service commission.

(¢) “Commitment to community program” means a program by a municipal
utility or retail electric cooperative for low-income assistance or an energy

conservation program by a municipal utility or retail electric cooperative.
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(ecm) “Council” means the council on utility public benefits created under s.
15.107 (17).

(d) “Customer application of renewable resources” means the generation of
electricity from renewable resources that takes place on the premises of a customer
of an electric provider.

(e) “Division of housing” means the division of housing in the department.

(f) “Electric provider” means an electric utility or retail electric cooperative.

(g) “Electric utility” means a public utility that owns or operates aretail electric
distribution system.

(h) “Energy conservation program” means a program for reducing the demand
for natural gas or electricity or improving the efficiency of its use during any period.

(i) “Fiscal year” has the meaning given in s. 655.001 (6).

(k) “Local unit of government” means the governing body of any county, city,
town, village or county utility district or the elected tribal governing body of a
federally recognized American Indian tribe or band.

(L) “Low-income assistance” means assistance to low—income households for
weatherization and other energy conservation services, payment of energy bills or
early identification or prevention of energy crises.

(m) “Low—income household” means any individual or group of individuals in
this state who are living together as one economic unit and for whom residential
electricity is customarily purchased in common or who make undesignated
payments for electricity in the form of rent, and whose household income is not more
than 150% of the poverty line as determined under 42 USC 9902 (2).

(n) “Low—income need” means the amount obtained by subtracting from the

total low—income energy bills in a fiscal year the product of 2.2% of the estimated
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average annual income of low—income households in this state in that fiscal year
multiplied by the estimated number of low—income households in this state in that
fiscal year.

(o) “Low-income need percentage” means the percentage that results from
dividing the sum of the following by the amount of low—income need in fiscal year
1998-99:

1. The total amount received by the department for low—income funding under
42 USC 6861 to 6873 and 42 USC 8621 to 8629 in fiscal year 1997-98.

1m. The public benefits fees established for fiscal year 1999-2000 under sub.
4) (o) 1.

2. The total amount expended by utilities under s. 196.374.

3. Fifty percent of the public benefits fees established for fiscal year 1999-2000
that are charged by municipal utilities and retail electric cooperatives.

(p) “Low—income need target” means the product of the low-income need
percentage multiplied by low—income need in a fiscal year.

(q) “Municipal utility” means an electric utility that is owned wholly by a
municipality and that owns a retail distribution system.

(qm) “Public utility” has the meaning given in s. 196.01 (5).

(r) “Renewable resource” has the meaning given in s. 196.378 (1) (g).

(s) “Retail capacity” means the total amount of electricity that an electric
provider is capable of delivering to its retail customers and that is supplied by electric
generating facilities owned or operated by the electric provider or any other person.
“Retail capacity” does not include any electricity that is not used to satisty the electric

provider’s retail load obligations.
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(t) “Retail electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at retail to its
members only and that owns or operates a retail electric distribution system.

(w) “Total low—income energy bills” means the total estimated amount that all
low—income households are billed for residential electricity, natural gas and heating
fuel in a fiscal year.

(v) “Wholesale electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at wholesale to its
members only.

(w) “Wholesale supply percentage” means the percentage of a muhicipal
utility’s or retail electric cooperative’s retail capacity in a fiscal year that is supplied
by a wholesale supplier.

(x) “Wholesale supplier” means a wholesale electric cooperative or a municipal
electric company, as defined in s. 66.073 (3) (d), that supplies electricity at wholesale
to a municipal utility or retail electric cooperative.

(2) DEPARTMENT DUTIES. In consultation with the council, the department shall
do all of the following:

(a) Low—income programs. After holding a hearing, establish programs to be
administered by the department of administration through the division of housing
for awarding grants from the appropriation under s. 20.505 (10) (r) to provide
low—income assistance. In each fiscal year, the amount awarded under this
paragraph in grants for weatherization and other energy conservation services shall
be sufficient to equal 47% of the sum of the following:

1. All moneys received from the federal government under 42 USC 6861 to 6873
and 42 USC 8621 to 8629 in a fiscal year.
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2. All moneys spent in a fiscal year for low—income programs established under
s. 196.374.

3. All moneys spent in a fiscal year on programs established under this
paragraph.

4. Fifty percent of the moneys collected in public benefits fees under sub. (5).

(b) Energy conservation and efficiency and renewable resource programs. 1.
Subject to subd. 2., after holding a hearing, establish programs for awarding grants
from the appropriation under s. 20.505 (10) (s) for each of the following: |

a. Proposals for providing energy conservation or efficiency services. In
awarding grants under this subd. 1. a., the department shall give priority to
proposals directed at the sectors of energy conservation or efficiency markets that
are least competitive and at promoting environmental protection, electric system
reliability or rural economic development. In each fiscal year, 1.75% of the
appropriation under s. 20.505 (10) (s) shall be awarded in grants for research and
development proposals regarding the environmental impacts of the electric industry.

b. Proposals for encouraging the development or use of customer applications
of renewable resources, including educating customers about renewable resources
or encouraging uses of renewable resources by customers or encouraging research
technology transfers. In each fiscal year, the department shall ensure that 4.5% of
the appropriation under s. 20.505 (10) (s) is awarded in grants under this subd. 1. b.

2. For each fiscal year after fiscal year 2003—04, determine whether to continue,
discontinue or reduce any of the prograﬁs established under subd. 1. and determine
the total amount necessary to fund the programs that the department determines
to continue or reduce under this subdivision. The department shall notify the

commission if the department determines under this subdivision to reduce funding.



© 00 N9 A W N -

[y
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1999 — 2000 Legislature -12- LRB-3150/2
MDK:kmg:jf
BILL SECTION 2

(¢) Rules. Promulgate rules establishing all of the following:

1. Eligibility requirements for low—income assistance under programs
established under par. (a). The rules shall prohibit a person who receives
low—income assistance from a municipal utility or retail electric cooperative under
a program specified in sub. (5) (d) 2. b. or 3. a. from receiving low—income assistance
under programs established under par. (a).

2. Requirements and procedures for applications for grants awarded under
programs established under par. (a) or (b) 1.

2m. Criteria for the selection of proposals by the corporation specified in sub.
(3) (b).

2n. Criteria for making the determination under par. (b) 2. Rules promulgated
under this subdivision shall require the department to determine whether the need
for a program established under par. (b) 1. is satisfied by the private sector market
and, if so, whether the program should be discontinued or reduced.

4. Requirements for electric utilities to allow customers to include voluntary
contributions to assist in funding a commitment to community program or a program
established under par. (a) or (b) 1. with bill payments for electric service. Thé rules
may require an electric utility to provide a space on an electric bill in which a
customer may indicate the amount of a voluntary contribution and the customer’s
preference regarding whether a contribution should be used for a program
established under par. (a) or (b) 1. a. or b. The rules shall establish requirements and
procedures for electric utilities to pay to the department any voluntary contributions
included with bill payments and to report to the department customer preferences
regarding use of the contributions. The department shall deposit all contributions

received under this paragraph in the utility public benefits fund.
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5. A method for estimating total low—income energy bills, average annual
income of low—income households and the number of low~income households in a
fiscal year for the purpose of determining the amount of low—income need in the fiscal
year.

(d) Other duties. 1. For each fiscal year after fiscal year 1998-99, determine
the low—income need target for that fiscal year.

2. Encourage customers to make voluntary contributions to assist in funding
the programs established under pars. (a) and (b) 1. The department shall deposit all
contributions received under this paragraph in the utility public benefits fund.

3. Deposit all moneys received under sub. (4) (a) or (5) (¢) or (d) in the utility
public benefits fund.

4. Conduct an annual independent audit and submit an annual report to the
legislature under s. 13.172 (2) that describes each of the following:

a. The expenses of the department, other state agencies and grant recipients
in administering or participating in the programs under pars. (a) and (b).

b. The effectiveness of the programs under par. (a) in providing assistance to
low—income individuals.

¢. The effectiveness of the programs under par. (b) in reducing demand for
electricity and increasing the use of customer—owned renewable resources.

d. Any other issue identified by the governor, speaker of the assembly or
majority leader of the senate.

(8) ConTrACTs. (a) The division of housing shall, on the basis of competitive
bids, contract with community action agencies described in s. 46.30 (2) (a) 1.,
nonstock, nonprofit corporations organized under | ch. 181 or local units of

government to provide services under the programs established under sub. (2) (a).
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(b) The department shall, on the basis of competitive bids, contract with a
nonstock, nonprofit corporation organized under ch. 181 to administer the programs
established under sub. (2) (b) 1., including soliciting proposals, processing grant
applications, selecting, based on criteria specified in rules promulgated under sub.
(2) (¢) 2m., proposals for the department to make awards and distributing grants to
recipients.

(¢) In selecting proposals and awarding grants under sub. (2) (b), the
department or the nonprofit corporation specified in par. (b) may not discriminate
against an electric provider or its affiliate or a wholesale electric supplier or its
affiliate solely on the basis of its status as an electric provider, wholesale electric
supplier or affiliate.

(4) ELECTRIC UTILITIES. (a) Requirement to charge public benefits fees. Each
electric utility, except for a municipal utility, shall charge each customer a public
benefits fee in an amount established in rules promulgated by the department under
par. (b). An electric utility, except for a municipal utility, shall collect and pay the fees
to the department in accordance with the rules promulgated under par. (b).

(am) Electric bills. An electric utility shall include a public benefits fee in a
customer’s bill and shall provide the customer with an annual statement that
identifies the annual charges for public benefits fees and describes the programs for
which fees are used.

(b) Rules. In consultation with the council, the department shall promulgate
rules that establish the amount of a public benefits fee under par. (a). Fees
established in rules under this paragraph may vary by class of customer, but shall

be uniform within each class, and shall satisfy each of the following:
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1. The fees may not be based on the kilowatt—hour consumption of electricity
by customers.

2. No more than 70% of the total amount of fees charged by an electric provider
may be charged to residential customers and no more than 30% of the total may be
charged to nonresidential customers.

3. The fees shall allow an electric provider to recover the reasonable and
prudent expenses incurred by the electric provider in complying with this section.

(c) Amount of public benefits fees. A fee established inrules promulgated under
par. (b) shall satisfy each of the following:

1. ‘Low—income funding.’ In fiscal year 1999-2000, a portion of the public
benefits fee shall be an amount that, when added to 50% of the estimated public
benefits fees charged by municipal utilities and retail electric cooperatives under
sub. (5) (a) for that fiscal year, shall equal $27,000,000. In each fiscal year after fiscal
year 1999-2000, a portion of the public benefits fee shall be an amount that, when
added to the sum of the following shall equal the low—income need target for that
fiscal year determined by the department under sub. (2) (d) 1.:

a. Fifty percent of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5) (a) for that fiscal year.

b. All moneys received under 42 USC 6861 to 6873 and 42 USC 8621 to 8629
for that fiscal year.

¢. The total amount spent on programs or contributed to the commission by
utilities under s. 196.374 (3) for that fiscal year.

2. ‘Energy conservation and efficiency and renewable resource funding.’ For
fiscal year 1999-2000, a portion of the public benefits fee shall be in an amount that,

when added to 50% of the estimated public benefits fees charged by municipal
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utilities and retail electric cooperatives under sub. (5) (a) for that fiscal year, shall
equal $20,000,000. In each fiscal year after fiscal year 1999-2000, a portion of the
public benefits fee shall be the amount determined under this subdivision for fiscal
year 1999-2000, except that if the department determines to reduce or discontinue
a program under sub. (2) (b) 2., the department shall reduce the amount accordingly.

3. ‘Limitation on electric bill increases.” For the period beginning on the
effective date of this subdivision .... [revisor inserts date], and ending on June 30,
2008, the total increase in a customer’s electric bills that is based on the requirement
to pay public benefits fees, including any increase resulting from an electric utility’s
compliance with this section, may not exceed 3% of the total of every other charge for
which the customer is billed for that period or $750 per month, whichever is less.

(5) MUNICIPAL UTILITIES AND RETAIL ELECTRIC COOPERATIVES. (a) Requirement to
charge public benefits fees. Each retail electric cooperative and municipal utility
shall charge a monthly public benefits fee to each customer or member in .amount
that is sufficient for the retail electric cooperative or municipal utility to collect an
annual average of $17 per meter. A retail electric cooperative or municipal utility
may determine the amount that a particular class of customers or members is
required to pay under this paragraph and may charge different fees to different
classes of customers or members.

(am) Public benefits fee restriction. Notwithstanding par. (a), for the period
beginning on the effective date of this paragraph ... [revisor inserts date], and ending
on June 30, 2008, the total increase in a customer’s or member’s electric bills that is
based on the requirement to pay public benefits fees, including any increase

resulting from a retail electric cooperative’s or municipal utility’s compliance with



O 00 9 0 Ok W N

O o S et
g O Ut A W N = O

18
19
20
21
22
23
24
25

1999 — 2000 Legislature ~17- MoK tgdt

BILL SECTION 2
this section, may not exceed 3% of the total of every other charge for which the
member or customer is billed for that period or $750 per month, whichever is less.

(b) Election to contribute to department programs. 1. No later than the first
day of the 12th month beginning after the effective date of this subdivision ..
[revisor inserts date], each municipal utility or retail electric cooperative shall notify
the department whether it has elected to contribute to the programs established
under sub. (2) (a) or (b) 1. for a 3—year period.

9. No later than every 3rd year after the date specified in subd. 1., each
municipal utility or retail electric cooperative shall notify the department whether
it has elected to contribute to the programs established under sub. (2) (a) or (b) 1. for
a 3—year period.

(¢) Full contribution. If a municipal utility or retail electric cooperative elects
under par. (b) 1. or 2. to contribute to the programs established both under sub. (2)
(a) and under sub. (2) (b) 1., it shall pay 100% of the public benefits fees that it charges
under par. (a) to the department in each fiscal year of the 3-year period for which it
has made the election.

(d) Partial contributions and commitment to community spending. A
municipal utility or retail electric cooperative not specified in par. (c) shall do one of
the following:

1. If the municipal utility or retail electric cooperative elects to contribute only
to the programs established under sub. (2) (a), the municipal utility or retail electric
cooperative shall, in each fiscal year of the 3—year period for which it elects to
contribute under par. (b) 1. or 2., do all of the following:

a. Pay no less than 50% of the public benefits fees that it charges under par.

(a) to the department.
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b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

2. If the municipal utility or retail electric cooperative elects to contribute only
to the programs established under sub. (2) (b) 1., the municipal utility or retail
electric cooperative shall, in each fiscal year of the 3—year period for which it elects
to contribute under par. (b) 1. or 2., do all of the following:

a. Pay 50% of the public benefits fees that it charges under par. (a) to the
department.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

3. If the municipal utility or retail electric cooperative elects not to contribute
to any of the programs established under sub. (2) (a) or (b) 1., the municipal utility
or retail electric cooperative shall, in each fiscal year of the 3—year period for which
it elects not to contribute under par. (b) 1. or 2., do all of the following:

a. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on programs for low—income assistance.

b. Spend no less than 50% of the public benefits fees that it charges under par.
(a) on energy conservation programs.

(e) Wholesale supplier credit. If awholesale supplier has established a program
for low—income assistance or an energy conservation program, a municipal utility or
retail electric cooperative that is a customer of the wholesale supplier may do any of
the following:

1. Include an amount equal to the product of the municipal utility’s or retail
electric cooperative’s wholesale supply percentage and the amount that the

wholesale supplier has spent on low—income assistance in a fiscal year in calculating
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the amount that the municipal utility or retail electric cooperative has spent on
low—income assistance in that fiscal year under par. (d) 2. b. or 3. a.

2. Include an amount equal to the product of the municipal utility’s or retail
electric cooperative’s wholesale supply percentage and the amount that the
wholesale supplier has spent on energy conservation programs or customer
applications of renewable resources in a fiscal year in calculating the amount that
the municipal utility or retail electric cooperative has spent on energy conservation
programs under par. (d) 1. b. or 3. b. *

(f) Joint programs. Municipal utilities or retail electric cooperatives may
establish joint commitment to community programs, except that each municipal
utility or retail electric cooperative that participates in a joint program is required
to comply with the spending requirements under par. (d).

() Reporis. 1. For each fiscal year, each municipal utility and retail electric
cooperative that does not pay 100% of the public benefits fee that it charges under
par. (a) to the department under par. (c) shall file a report with the department that
describes each of the following:

a. An accounting of public benefits fees charged to customers or members under
par. (a) in the fiscal year and expenditures on commitment to community programs
under par. (d), including any amounts included in the municipal utility’s or retail
electric cooperative’s calculations under par. (e).

b. A description of commitment to community programs established by the
municipal utility or retail electric cooperative in the fiscal year.

2. The department shall maintain reports filed under subd. 1. for at least 6
years.

SECTION 3. 16.969 of the statutes is created to read:
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16.969 Fees for certain high-voltage transmission lines. (1) In this
section:

(a) “Commission” means the public service commission.

(b) “High—voltage transmission line” means a high—voltage transmission line,
as defined in s. 196.491 (1) (f), that is designed for operation at a nominal voltage of
345 kilovolts or more.

(2) The department shall promulgate rules that require a person who is issued
a certificate of public convenience and necessity by the commission under s. 196.491
(8) for a high—voltage transmission line to pay the department the following fees:

(a) An annual impact fee in an amount equal to M of the cost of the
high—voltage transmission line, as determined by the commission under s. 196.491
(3) (gm).

(b) A one-time environmental impact fee in amount equal to 5% of the cost of
the high—voltage transmission line, as determined by the commission under s.
196.491 (3) (gm).

(8) (a) The department shall distribute the fees that are paid by a person under
the rules promulgated under sub. (2) (a) to each town, village and city that is
identified by the commission under s. 196.491 (3) (gm) in proportion to the amount
of investment that is allocated by the commission under s. 196.491 (3) (gm) to each
such town, village and city. '

(b) The fee that is paid by a person under the rules promulgated under sub. (2)
(b) shall be distributed as follows:

1. The department shall pay 50% of the fee to each county that is identified by
the commission under s. 196.491 (3) (gm) in proportion to the amount of investment

that is allocated by the commission under s. 196.491 (3) (gm) to each such county.

3%
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2. The department shall pay 50% of the fee to each town, village and city that
is identified by the commission under s. 196.491 (3) (gm) in proportion to the amount
of investment that is allocated by the commission under s. 196.491 (3) (gm) to each
such town, village and city.

(4) A county, town, village or city that receives a distribution under sub. (3) (b)
may use the distribution only for park, conservancy, wetland or other environmental
offset programs.

SECTION 4. 20.005 (3) (schedule) of the statutes: atthe appropriate place, insert
the following amounts for the purposes indicated:

1999-00 2000-01
20.505 Administration, department of
(10) UTILITY PUBLIC BENEFITS

()  General program operations SEG A -0- —0-
SECTION 5. 20.505 (1) (ge) of the statutes is created to read:

20.505 (1) (ge) High~voltage transmission line annual impact fee distributions.

All moneys received from the payment of fees under the rules promulgated under s.

16.969 (2) (a) for distributions to to towns, villages and cities under s. 16.969 (3) (a).
SECTION 6. 20.505 (1) (gs) of the statutes is created to read:

20.505 (1) (gs) High-voltage transmission line environmental impact fee

distributions. All moneys received from the payment of fees under the rules

promulgated under s. 16.969 (2) (b) for distributions toﬂcounties, towns, villages A

and cities under s. 16.969 (3) (b).

SECTION 7. 20.505 (10) of the statutes is created to read:



O 00 Nt W N =

L S S O T v T S S O
S © o a9 ;o ok W N = O

21
22
23
24
25

1999 — 2000 Legislature -22- LRB-3150/2
MDK:kmg:jf
BILL SECTION 7

20.505 (10) UTILITY PUBLIC BENEFITS. (q) General program operations. From
the utility public benefits fund, the amounts in the schedule for general program
operations,

(r) Low-income assistance grants. From the utility public benefits fund, a sum
sufficient for low—income assistance grants under s. 16.957 (2) (a).

(s) Energy conservation and efficiency and renewable resource grants. From the
utility public benefits fund, a sum sufficient for energy conservation and efficiency
and renewable resource grants under s. 16.957 (2) (b) 1.

SEcTION 8. 25.17 (1) (xm) of the statutes is created to read:

25.17 (1) (xm) Utility public benefits fund (s. 25.96);

SEcCTION 9. 25.96 of the statutes is created to read:

25.96 Utility public benefits fund. There is established a separate
nonlapsible trust fund designated as the utility public benefits fund, consisting of
deposits by the public service commission under s. 196.374 (3), public benefits fees
received under s, 16.957 (4) (a) and (5) (¢) and (d) and contributions received under
s. 16.957 (2) (¢) 4. and (d) 2.

SEcTION 10. 76.28 (1) (d) of the statutes is amended to read:

76.28 (1) (d) “Gross revenues” for a light, heat and power company other than
a qualified wholesale electric company or a transmission company means total
operating revenues as reported to the public service commission except revenues for
interdepartmental sales and for interdepartmental rents as reported to the public
service commission and deductions from the sales and use tax under s. 77.61 (4),
except that the company may subtract from revenues either the actual cost of power
purchased for resale, as reported to the public service commission, by a light, heat

and power company, except a municipal light, heat and power company, that
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BILL SECTION 10
purchases under federal or state approved wholesale rates more than 50% of its
electric power from a person other than an affiliated interest, as defined in s. 196.52
(1), if the revenue from that purchased electric power is included in the seller’s gross
revenues or the following percentages of the actual cost of power purchased for
resale, as reported to the public service commission, by a light, heat and power
company, except a municipai light, heat and power company that purchases more
than 90% of its power and that has less than $50,000,000 of gross revenues: 10% for
the fee assessed on May 1, 1988, 30% for the fee assessed on May 1, 1989, and 50%
for the fee assessed on May 1, 1990, and thereafter. For a qualified wholesale electric
company, “gross revenues” means total business revenues from those businesses

included under par. (e) 1. to 4. For a transmission company, “gross revenues” means

total operating revenues as reported to the public service commission, except

revenues for transmission service that is provided to a public utility that is subject

to the license fee under sub. (2) (d) or to a public utility, as defined in s. 196.01 (5).
o'z O Cpopo iEtve CuprotrRT/on ORGms e ch (£ Fn ),,W
!

SEcTION 11. ”}6.28 (1) (e) (intro.) of the statutes is amended to read:eﬁ P s
' e

(477
cleat

76.28 (1) (e) (intro.) “Light, heat and power companies” means any person, Y
association, company or corporation, including corporations described in s. 66.069 (2)

and-including, qualified wholesale electric companies and transmission companies

and except only business enterprises carried on exclusively either for the private use
of the person, association, company or corporation engaged in them, or for the private
use of a person, association, company or corporation owning a majority of all
outstanding capital stock or who control the operation of business enterprises and
except electric cooperatives taxed under s. 76.48 that engage in any of the following
businesses:

SECTION 12. 76.28 (1) (e) 5. of the statutes is created to read.:
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76.28 (1) (e) 5. Transmitting electric current for light, heat or power.
SEcTION 13. 76.28 (1) (j) of the statutes is created to read:

76.28 (1) (§) “Transmission company” has the meaning given in s. 196.485 (1)
(ge)-

SECTION 14. 76.28 (2) (c) (intro.) of the statutes is amended to read:

76.28 (2) (c) (intro.) Fer Except as provided under par. (e), for private light, heat
and power companies for 1986 and thereafter, an amount equal to the apportionment
factor multiplied by the sum of: A

SECTION 15. 76.28 (2) (d) of the statutes is amended to read:

76.28 (2) (d) Eor Except as provided under par. (e), for municipal light, heat and
power companies, an amount equal to the gross revenues, except gross revenues from
operations within the municipality that operates the company, multiplied by the
rates under par. (b) or (c).

SECTION 16. 76.28 (2) (e) of the statutes is created to read:

76.28 (2) (e) For transmission companies, an amount equal to the gross
revenues multiplied by the rates under par. (c).

SEcCTION 17. 196.025 of the statutes is renumbered 196.025 (1).

SECTION 18. 196.025 (2) of the statutes is created to read:

196.025 (2) The commission shall promulgate rules establishing requirements
and procedures for the commission to carry out the duties under s. 1.11. Rules
promulgated under this subsection shall include requirements and procedures for
each of the following:

(a) Standards for determining the necessity of preparing an environmental

impact statement.
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(b) Adequate opportunities for interested persons to be heard on environmental
impact statements, including adequate time for the preparation and submission of
comments.

(¢) Deadlines that allow thorough review of environmental issues without
imposing unnecessary delays in addressing the need for additional electric
transmission capacity in this state.

SEcTION 19. 196.025 (3) of the statutes is created to read:

196.025 (3) The commission shall promulgate rules establishing requirements
and procedures for electric utilities, as defined under s. 196.491 (1) (d), to file reports
with the commission, on a frequency that the commission determines is reasonably
necessary, on their current reliability status, including the status of operating and
planning reserves, available transmission capacity and outages of major operational
units and transmission lines. A report filed under the rules promulgated under this
subsection is subject to inspection and copying under s. 19.35 (1), except that the
commission may withhold the report from inspection and copying for a period of time
that the commission determines is reasonably necessary to prevent an adverse
impact on the supply or price of energy in this state.

SECTION 20. 196.025 (4) of the statutes is created to read:

196.025 (4) (a) In consultation with the department of administration and the
department of revenue, the commission shall study the establishment of a program
for providing incentives for the development of high—efficiency, small-scale electric
generating facilities in this state that do either of the following:

1. Provide benefits in the form of support for electric distribution or

transmission systems, power quality or environmental performance.
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2. Employ technologies such as combined heat and power systems, fuel cells,
mircroturbines or photovoltalic systems that may be situated in, on or next to
buildings or other electric load centers.

(b) No later than January 1, 2001, the commission shall submit a report of its
findings and recommendations under par. (a) to the chief clerk of each house of the
legislature for distribution to the appropriate standing committees under s. 13.172
(3).

SEcTION 21. 196.025 (5) of the statutes is created to read:

196.025 (5) (a) The commission shall contract with an expert consultant in
economics to conduct a study on the potential for horizontal market power, including
the horizontal market power of electric generators, to frustrate the creation of an
effectively competitive retail electricity market in this state and to make
recommendations on measures to eliminate such market power on a sustainable
basis. The study shall include each of the following:

1. An assessment of the effect of each recommendation on public utility workers
and shareholders and on rates for each class of public utility customers.

2. An evaluation of the impact of transmission constraints on the market power
of electric generators in local areas.

(b) No later than January 1, 2001, the commission shall submit a report of the
results of the study under par. (a) to the chief clerk of each house of the legislature
for distribution to the appropriate standing committees under s. 13.172 (3).

SECTION 22. 196.192 of the statutes is created to read:

196.192 Market-based compensation, rates and contracts. (1) In this

section, “electric public utility” means a_public utility whose purpose is the

vt it cund el Pebrivuc onency
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(2) No later than March 1, 2000, each investor—owned electric public utility
shall do each of the followiﬁg:

(a) File with the commission rates that result in customers receiving
market—based compensation for voluntary interruptions of firm load during peak
periods of electric use.

(b) File with the commission market—based pricing options and options for
individual contracts that allow a retail customer, through service from its existing
public utility, to receive market benefits and subject itself to market risks for the
customer’s purchases of capacity or energy.

Qe
(3) (a) The commission shall ish market-based rates that are consistent YES'

with the options specified in sub. (2) M except that the commission may not

Ca we LAN-@'\F}'

ish a market—based rate unless the commission determines that the rate dssmet-
4ikety to harm shareholders of the investor—owned electric public utility or customers
who are not subject to the rate.

(b) Nothingins. 196.20, 196.21, 196.22, 196.37, 196.60 or 196,604 prohibits the
commission from approving a filing under sub. (2) oxmtg market-based
rates under par. (a).

(4) Subject to the approval of the commission, an electric public utility that is
not an investor—owned electric public utility may implement market—based rates
established under sub. (3) (a) or implement the options in filings under sub. (2) W
that are approved by the commission.

SECTION 23. 196.31 (1) (intro.) of the statutes is amended to read:

196.31 (1) (intro.) In any proceeding before the commission, the commission

may shall compensate any participant in the proceeding who is not a public utility,



1999 — 2000 Legislature - 28 - LRB-3150/2

MDK:kmg:jf
BILL SECTION 23
1 for some or all of the reasonable costs of participation in the progéeding if the
2 commission finds that: (OWMQCD Nj occup
) em——
3 SECTION 24. 196.374 of the statutes is repealed and recreated to read:
4 196.374 Low-income assistance, energy efficiency and other
5 programs. (1) In this section:
6 (a) “Department” means the department of administration.
7 (b) “Fund” means the utility public benefits fund.
8 (¢) “Utility” means a class A gas or electric utility, as defined by the commission,
9 but does not include a municipal utility, as defined in s. 16.957 (1) (q), 2 municipal
10 electric company, as defined in s. 66.073 (3) (d), or a cooperative association organized
11 under ch. 185.
12 (2) The commission shall determine the amount that each utility spent in 1998
13 on programs for low-income assistance, including writing off uncollectibles and
14 arrearages, low—income weatherization, energy conservation and efficiency,
15 environmental research and development, and renewable resources.
16 (8) In 1999, 2000 and 2001, the commission shall require each utility to spend
17 a decreasing portion of the amount determined under sub. (2) on programs specified
18 in sub. (2) and contribute the remaining portion of the amount to the commission for
19 deposit in the fund. In each year after 2001, each utility shall contribute the entire
20 amount determined under sub. (2) to the commission for deposit in the fund. The
21 commission shall ensure in rate—-making orders that a utility recovers from its
22 ratepayers the amounts spent on programs or contributed to the fund under this

. 25 2% subsection. The commission shall allow each utility the option of continuing to use,
f 24 until January 1, 2001, the moneys that it has recovered under s. 196.374 (3), 1997

W 25 stats., to administer th a S that ithas funded under s.196.374 (1), 1997 stats.
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(4) Ifthe department notifies the commission under s. 16.957 (2) (b) 2. that the
department has reduced funding for energy conservation and efficiency and
renewable resource programs, the commission shall reduce the amount that a utility
is required to spend on programs or contribute to the fund under sub. (3) by the .
percentage by which the department has reduced the funding.

SECTION 25. 196.378 of the statutes is created to read:

196.378 Renewable resources. (1) DEFINITIONS. In this section:

(a) “Biomass” means a resource that derives energy from wood or plant
material or residue, biological waste, crops grown for use as a resource or landfill
gases. “Biomass” does not include garbage, as defined in s. 289.01 (9), or
nonvegetation-based industrial, commercial or household waste, except that
“biomass” includes refuse—derived fuel used for a renewable facility that was in
service in this state before January 1, 1998.

(b) “Conventional resource” means aresource that derives energy from coal, oil,
nuclear power or natural gas, except for natural gas used in a fuel cell.

(bm) “Department” means the department of administration.

(c) “Electric provider” means an electric utility or retail electric cooperative.

(d) “Electric utility” means a public utility that sells electricity at retail. For
purposes of this paragraph, a public utility is not considered to sell electricity at
retail solely on the basis of its ownership or operation of a retail electric distribution
system.

(e) “Excludable renewable capacity” means the portion of an electric provider’s
total renewable capacity that is supplied from renewable facilities that were placed

in service before January 1, 1998, and that, before January 1, 1998, derived
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electricity from hydroelectric power, even if the output of the renewable facilities is
used to satisfy requirements under federal law.

(f) “Nonsystem renewable energy” means the amount of electricity that an
electric provider sells to its retail customers and that is supplied or allocated under
executed wholesale purchase contracts from renewable facilities that are not owned
or operated by the electric provider. “Nonsystem renewable energy” does not include
any electricity that is not used to satisfy the electric provider’s retail load obligations.

(g) “Renewable resource” means any of the following:

1. A resource that derives electricity from any of the following:

a. A fuel cell that uses, as determined by the commission, a renewable fuel.

b. Tidal or wave action.

c. Solar thermal electric or photovoltaic energy.

d. Wind power.

e. Geothermal technology.

g. Biomass.

Im. A resource with a capacity of less than 60 megawatts that derives
electricity from hydroelectric power.

2. Any other resource, except a conventional resource, that the commission
designates as a renewable resource in rules promulgated under sub. (4).

(h) “Renewable facility” means an installed and operational electric generating
facility in which energy is derived from a renewable resource. “Renewable facility”
includes a facility the installation or operation of which is required under federal law,
but does not include a facility the installation or operation of which is required under
the laws of another state even if the installation or operation of the facility is also

required under federal law.
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(1) “Renewable resource credit” means a credit calculated in accordance with
rules promulgated under sub. (3) (a).

(3) “Resource” means a source of electric power generation.

(k) “Retail electric cooperative” means a coopérative association organized
under ch. 185 that sells electricity at retail to its members only. For purposes of this
paragraph, a cooperative association is not considered to sell electricity at retail
solely on the basis of its ownership or operation of a retail electric distribution
system.

(n) “System renewable energy” means the amount of electricity that an electric
provider sells to its retail customers and that is supplied by renewable facilities
owned or operated by the electric provider.

(0) “Total renewable energy” means the sum of an electric provider’s system and
nonsystem renewable energy.

(2) RENEWABLE RESOURCE ENERGY. (a) Each electric provider shall provide toits
retail electric customers total renewable energy in at least the following percentages
of its total retail energy sales, either directly or through renewable resource credits
from another electric provider:

1. By December 31, 2000, 0.5%.

2. By December 31, 2002, 0.85%.

3. By December 31, 2004, 1.2%.

4. By December 31, 2006, 1.55%.

5. By December 31, 2008, 1.9%.

6. By December 31, 2010, 2.2%.

(b) For purposes of determining compliance with par. (a):
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1 1. Total retail energy sales shall be calculated on the basis of an average of an
2 electric provider’s retail energy sales in this state during the prior 3 years.
3 2. The amount of electricity supplied by a renewable facility in which biomass
4 and conventional fuels are fired together shall be equal to the product of the
5 maximum amount of electricity that the facility is capable of generating and the ratio
6 of the British thermal unit content of the biomass fuels to the British thermal unit
7 content of both the biomass and conventional resource fuels.
8 3. Any excludable renewable energy that exceeds 0.6% of an electric provider’s
9 total retail energy sales shall be excluded from the electric provider’s total renewable
10 energy.
11 (c) No later than April 15 annually, an electric provider shall submit a report
12 to the department that describes the electric provider’s compliance with par. (a).
13 Reports under this paragraph may include certifications from wholesale suppliers
14 regarding the sources and amounts of energy supplied to an electric provider. The
15 department may specify the documentation that is required to be included with
16 reports submitted under this paragraph. | e
17 (d) The commission shall-ensm-e-i?rrrate-m&kiag-erdexs-tha-t an electric utility Nﬁ mdly
| Cadd u

18 'V—recover# from ratepayers the cost of providing total renewable energy to its retail e. _’f

vaﬁfz

19 customers in amounts that equal or exceed the percentages specified in par. (a). ruq)

20 Subject to any approval of the commission that is necessary, an electric utility may r 301
21 recover costs under this paragraph by any of the following methods:

22 1. Allocating the costs equally to all customers on a kilowatt—hour basis.

23 2. Establishing alternative price structures, including price structures under

24 which customers pay a premium for renewable energy.

25 3. Any combination of the methods specified in subds. 1. and 2.
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(e) 1. This subsection does not apply to any of the following:

a. An electric provider that provides more than 10% of its summer peak demand
in this state from renewable facilities.

b. An electric provider that provides more than 10% ofits summer peak demand
from renewable resources.

2. For purposes of calculating the percentages under subd. 1., an electric
provider may include renewable facilities located in this or another state and
renewable facilities located on its or another electric provider’s system.

3. Notwithstanding subd. 1., this subsection applies to an electric provider
unless the electric provider provides documentation to the commission that
establishes, to the satisfaction of the commission, that the electric provider satisfies
the requirements under subd. 1. a. or b.

(3) RENEWABLE RESOURCE CREDITS. (a) An electric provider that provides total
renewable energy to its retail electric customers in excess of the percentages
specified in sub. (2) (a) 1. to 6. may, in the applicable year, sell to any other electric
provider a renewable resource credit or a portion of a renewable resource credit at
any negotiated price. Alternatively, an electric provider may use a renewable
resource credit or portion of a renewable resource credit in a subsequent year to
establish compliance with sub. (2) (a). The commission shall promulgate rules that
establish requirements for calculating the amount of a renewable resource credit.

(b) The commission may promulgate rules that establish requirements and
procedures for a sale under par. (a).

(4) RuLES. The commission may promulgate rules that designate a resource,
except for a conventional resource, as a renewable resource in addition to the

resources specified in sub. (1) (g) 1. and 1m.
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(5) PENALTY. Any person who violates sub. (2) or any wholesale supplier who
provides an electric provider with a false or misleading certification regarding the
sources or amounts of energy supplied to the electric provider shall forfeit not less
than $5,000 nor more than $500,000. Forfeitures under this subsection shall be
enforced by action on behalf of the state by the attorney general. A court imposing
a forfeiture under this subsection shall consider all of the following in determining
the amount of the forfeiture:

(a) The appropriateness of the forfeiture to the person’s or wholesale supplier’s
volume of business.

(b) The gravity of the violation.

(¢) Whether a violation of sub. (2) is due to circumstances beyond the violator’s
control.

SECTION 26. 196.485 (title) of the statutes is repealed and recreated to read:

196.485 (title) Transmission system requirements.

SECTION 27. 196.485 (1) (am) of the statutes is created to read:

196.485 (1) (am) “Contribute a transmission facility” means to divest a person’s
interest in the transmission facility and to transfer ownership of the transmission
facility and associated deferred tax reserves to another person.

SECTION 28. 196.485 (1) (be) of the statutes is created to read:

196.485 (1) (be) “Director” means, with respect to a transmission company
organized as a corporation under ch. 180, a member of the board of directors of the
transmission company.

SECTION 29. 196.485 (1) (bs) of the statutes is created to read:

196.485 (1) (bs) “Electric utility” has the meaning given in s. 196.491 (1) (d).

SECTION 30. 196.485 (1) (dm) (intro.) of the statutes is amended to read:
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196.485 (1) (dm) (intro.) “Independent transmission owner” means;

1m. Means a person that satisfies each of the following:

SECTION 31. 196.485 (1) (dm) 1. of the statutes is renumbered 196.485 (1) (dm)
Im. a.

SECTION 32. 196.485 (1) (dm) 2. of the statutes is created to read:

196.485 (1) (dm) 2. Does not include the transmission company.

SECTION 33. 196.485 (1) (dm) 3. of the statutes is renumbered 196.485 (1) (dm)
1m. b. and amended to read:

196.485 (1) (dm) 1Im. b. The person is not an affiliated interest of a person
specified in subd. 1- 1m. a.

SECTION 34. 196.485 (1) (do) of the statutes is created to read:

196.485 (1) (do) “Land right” means any right in real property, including fee
simple ownership or a right—of-way or easement, that has been acquired for a
transmission facility that is located or intended to be located on the real property.

SECTION 35. 196.485 (1) (dq) of the statutes is created to read:

196.485 (1) (dg) “Manager” means, with respect to a transmission company
organized as a limited liability company under ch. 183, a manager, as defined in s.
183.0102 (13), of the transmission company.

SECTION 36. 196.485 (1) (dr) of the statutes is created to read:

196.485 (1) (dr) “Merger enforcement policy” means the enforcement policy of
the federal department of justice and the federal trade commission regarding
horizontal acquisitions and mergers that are subject to 15 USC 1, 18 or 45.

SECTION 37. 196.485 (1) (ds) of the statutes is created to read:

196.485 (1) (ds) “Midwest independent system operator” means the

independent system operator the establishment of which the federal energy



© 00 =N o O s~ W N

T T S O e T
3 O Ot W N = O

18
19
20
21
22
23
24
25

1999 — 2000 Legislature -36- LRB-3150/2

MDK:kmg:jf

BILL SECTION 37

regulatory commission has conditionally authorized in an order issued on September
16, 1998, or the successor to such independent system operator.

SECTION 38. 196.485 (1) (dt) of the statutes is created to read:

196.485 (1) (dt) “Nontransmission utility security holder” means a security
holder that is not a transmission utility security holder.

SECTION 39. 196.485 (1) (dv) of the statutes is created to read:

196.485 (1) (dv) “Organizational start—up date” means, with respect to a
transmission company that is organized as a limited liability company under ch. 183,
the date on which the articles of organization become effective under s. 183.0111 or,
with respect to a transmission company that is organized as a corporation under ch.
180, the date on which the articles of incorporation become effective under s.
180.0123.

SECTION 40. 196.485 (1) (em) of the statutes is created to read:

196.485 (1) (em) “Retail electric cooperative” means a cooperative that provides
retail electric service to its members.

SECTION 41. 196.485 (1) (fe) of the statutes is created to read:

196.485 (1) (fe) “Security” means, with respect to a transmission company
organized as a corporation under ch. 180, a share, as defined in 5. 180.01083 (15), and,
with respect to a transmission company organized as a limited liability company
under ch. 183, a limited liability company interest, as defined in s. 183.0102 (11).

SECTION 42. 196.485 (1) (ge) of the statutes is created to read:

196.485 (1) (ge) “Transmission company” means a corporation organized under
ch. 180 or a limited liability company organized under ch. 183 that has as its sole
purpose the planning, constructing, operating, maintaining and expanding of

transmission facilities that it owns to provide for an adequate and reliable
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transmission system that meets the needs of all users that are dependent on the
transmission system and that supports effective competition in energy markets
without favoring any market participant. W L

SECTION 43. 196.485 (1) (gm) of the statutes is created to read: WOV%
196.485 (1) (gm) “Transmission dependent utility” meanosm &ﬁ?:}'fltlllt}'élat
is dependent on the transmission system of another person for delivering electrlclt M
to the public utility’s customers. n,k‘"’"
SECTION 44. 196.485 (1) (j) of the statutes is created to read: ((J‘/f :.7 M—Q‘ m
196.485 (1) (j) “Transmission utility shareholder” means a person that is awdwmf
shareholder of a transmission company organized as a corporation under ch. 180 ﬁtﬂﬂm 1
an investor—owned transmission utility in the transmission area and has M
contributed its transmission facilities to the transmission company.
SECTION 45. 196.485 (1m) of the statutes is created to read:
196.485 (1m) DUTY TO PROVIDE TRANSMISSION SERVICE. (a) The duty of any
electric utility that has contributed its transmission facilities to the transmission
company to finance, construct, maintain or operate a transmission facility shall
terminate on the date, as determined by the commission under sub. (2) (d), that the
transmission company begins operations.
(b) After beginning operations, the transmission company shall have the
exclusive duty to provide transmission service in the transmission area. The duty
under this paragraph shall terminate on the date, as determined by the commission
under sub. (2) (d), that the Midwest independent system operator begins operations.
(¢) After beginning operations, the Midwest independent system operator shall
have the exclusive duty to provide transmission service in the transmission area and

shall ensure that each transmission facility in the transmission area that is under
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its operational control is planned, constructed, operated, maintained and controlled
as part of a single transmission system.
SECTION 46. 196.485 (2) (a) (intro.) of the statutes is amended to read:
196.485 (2) (a) (intro.) By June 30, 2000, if a transmission utility has not
transferred control over its transmission facilities to an independent system
operator that is approved by the applicable federal agency or divested, with approval
of the applicable federal agency and, for a public utility, the commission, its interest
in its transmission facilities to an independent transmission owner, the commission
shall, subject to paz: pars. (am) and (ar), order the transmission utility to apply to the
applicable federal agency to do one of the following:
SECTION 47, 196.485 (2) (ar) of the statutes is created to read:
196.485 (2) (ar) The commission shall waive the requirement to issue an order
against a transmission utility under par. (a) if the transmission utility shows, to the

Secanon

satisfaction of the commission, that-thae

-eontrebofits transmission facilities to the Midwest independent system operator-and-

thet-theproposed-teansfor may have the effect of jeopardizing the tax—exempt status
of the transmission utility or its securities under the Internal Revenue Code. A
waiver under this paragraph shall be in effect until the commission determines that
the proposed transfer does not have the effect described in this paragraph.

SECTION 48. 196.485 (2) (bx) of the statutes is created to read:

196.485 (2) (bx) If the commission determines that the Midwest independent
system operator has failed to commence operations or has ceased operations, the
comimission shall, by order, designate an independent system operator to fulfill the
duties of the Midwest independent system operator under this section. The

commission may not designate an independent system operator under this

p‘%
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BILL SECTION 48
paragraph unless the independent system operator is authorized under federal law
to operate in this state. In issuing an order under this paragraph, the commission
shall require that any transfer of transmission utilities to the designated
independent system operator satisfy the requirements of this section.

SECTION 49. 196.485 (2) (d) of the statutes is created to read:

196.485 (2) (d) The commission shall determine each of the following:

1. The date on which the transmission company begins operations.

2. Whether the Midwest independent system operator has begun operations
and the date on which such operations have begun.

SECTION 50. 196.485 (3) (bm) of the statutes is repealed.

SECTION 51. 196.485 (3m) of the statutes is created to read:

196.485 (3m) TRANSMISSION COMPANY. (a) Duties. 1. The transmission company
shall do each of the following:

a. Apply for any approval under state or federal law that is necessary for the
transmission company to begin operations no later than November 1, 2000.

b. Subject to any approval required under state or federal law, contract with
each transmission utility that has transferred transmission facilities to the
transmission company for the transmission utility to provide reasonable and
cost—effective operation and maintenance services to the transmission company
during the 8-year period after the transmission company first begins operations.
The transmission company and a transmission utility may agree to an exteno of
such 3—year perio$ S ‘ ; hdor , ; l" , ‘ , ;
eemmrissiouf ATy TXISHSION thatfs-agreed-to-under-this-subd—i—b.

c. Assume the obligations of a transmission utility that has transferred

ownership of its transmission facilities to the transmission company under any
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agreement by the transmissionutility to provide transmission service over its
m-}z‘_-;

1 .{.\"QQ

transmission facilities or wnderan sdithracoivodbi-the-transmissie i yforthe"TM -1
< VW‘!

use o% transmission facilities, except that the transmission company may modify
such an agreement.exeseditto the extent allowed under the agreement—or—ere&i-b-and
to the extent allowed under state or federal law.

d. Apply for membership in the Midwest independent system operator as a
single zone for pricing purposes that includes the transmission area and, upon a
determination by the commission under sub. (2) (d) that the Midwest independent
system operator has begun operations, transfer operational control of the
transmission company’s transmission facilities to the Midwest independent system
operator.

e. Remain a member of the Midwest independent system operator, or any
independent system operator that has been approved under federal law to succeed
the Midwest independent system operator, for at least the 6—year transition period
that is specified in the agreement conditionally approved by the federal energy
regulatory commission that establishes the Midwest independent system operator.

f. Except as provided in subd. 4., elect to be included in a single zone for the
purpose of any tariff administered by the Midwest independent system operator.

2. The transmission company may not do any of the following:

a. Sell or transfer its assets to, or merge its assets with, another person, unless
the assets are sold, transferred or merged on an integrated basis and in a manner
that ensures that the transmission facilities in the transmission area are planned,
constructed, operated, maintained and controlled as a single transmission system.

b. Bypass the distribution facilities of an electric utility or provide electric

service directly to a retail customer.

hoit £

/
nt E1C

—fcbe!
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¢. Own electric generation facilities or sell, market or broker electric capacity
or energy in a relevant wholesale or retail market as determined by the commission,
except that, if authorized or required by the federal energy regulatory commission,
the transmission company may procure or resell ancillary services obtained from 3rd
parties, engage in redispatch activities that are necessary to relieve transmission
constraints or take other actions related to operating a control area.

3. Notwithstanding subd. 1. a., the transmission company may not begin
operations until it provides an opinion to the commission from a nationally
recognized investment banking firm that the transmission company is able to
finance, at a reasonable cost, its start—up costs, working capital and operating
expenses and the cost of any new facilities that are planned.

4. If the transmission charges or rates of any transmission utility in the
transmission area are 10% or more below the average transmission charges or rates
of the transmission utilities in the transmission area on the date, as determined by
the commission, that the last public utility affiliate files a commitment with the
commission under sub. (5) (a) 2., the transmission company shall, after consulting
with each public utility affiliate that has filed a commitment under sub. (5) (a) 2.,
prepare a plan for phasing in a combined single zone rate for the purpose of pricing
network use by users of the transmission system operated by the Midwest
independent system operator and shall seek plan approval by the federal energy
regulatory commission and the Midwest independent system operator. A plan under
this subdivision shall phase in an average—cost price for the combined single zone in
equal increments over a 5—year period, except that, under the plan, transmission
service shall be provided to all users of the transmission system on a single-zone

basis during the phase—in period.
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(b) Powers. The transmission company may do any of the following:

1. Subject to the approval of the commission under s. 196.491 (3), construct and
own transmission facilities, including high—voltage transmission lines, as defined in
s.196.491 (1) (f), in the transmission area or in any other area of the state in which
transmission facilities that have been contributed to the transmission company are
located. This subdivision does not affect the right or duty of an electric utility that
is not located in the transmission area or that has not contributed its transmission
facilities to the transmission company to construct or own transmission facilities.

2. Subject to any approval required under federal law, purchase or acquire
transmission facilities in addition to the transmission facilities contributed under
sub. (5) (b).

(¢) Organization. The articles of organization, as defined in s. 183.0102 (1), of
a transmission company that is organized as a limited liability company under ch.
183 or the bylaws of a transmission company that is organized as a corporation under
ch. 180 shall provide for each of the following:

1. That the transmission company has no less than 5 and no more than 14
managers or directors, except that the articles of incorporation or bylaws may allow
the requirements of this subdivision to be modified upon a unanimous vote of the
managers or directors during the 10—year period after the organizational start—up
date or upon a two-thirds vote of the board of directors after such 10—year period.

2. That at least 4 managers or directors of the transmission company have
staggered 4-year terms, are elected by a majority vote of the security holders and are
not employes or independent contractors of a person engaged in the production, sale,
marketing, transmission or distribution of electricity or natural gas or of an affiliate

of such a person.
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3. That, during the 10—year period after the organizational start—up date, each
of the following is satisfied, subject to the limitation on the number of managers or
directors under subd. 1.:

a. Each nohtransmission utility security holder that owns 10% or more of the
outstanding voting securities of the fransmission company may appoint one
manager or director of the transmission company for a one-year term, except that
the requirements of this subd. 3. a. may be modified upon a unanimous vote of the
manager; or directors.

b. Each group of nontransmission utility security holders that, as a group, owns
10% or more of the outstanding voting securities of the transmission company may
appoint one manager or director of the transmission company for a one—year term
ifthe group has entered into a written agreement regarding the appointment and the
group files the agreement with the secretary of the transmission company, except
that the requirements of this subd. 3. b. may be modified upon a unanimous vote of
the managers or directors.

c. Each person that receives at least 5% of the voting securities of the
transmission company under sub. (6) (a) or (b) may appoint one manager or director
of the transmission company for a one—year term if the person continues to hold at
least a 5% equity interest in the transmission company during the one—year term.

d. Each transmission utility security holder may appoint one manager or
director of the transmission company for a one—year term.

4. That, during the 5—year period after the organizational start—up date, no
public utility affiliate that contributes transmission facility assets to the
transmission company under sub. (5) (b) and no affiliate of such a public utility

affiliate may increase its percentage share of the outstanding securities of the
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1 transmission company prior to any initial issuance of securities by the transmission
2 company to any 3rd party other than a 3rd party exercising its right to purchase
3 securities under sub. (6) (b), except that this subdivision does not apply to securities
4 that are issued by the transmission company in exchange for transmission facilities
5 that are contributed in addition to the transmission facilities that are contributed
6 under sub. (5) (b) and except that the requirements of this subdivision may be
7 modified upon a unanimous vote of the managers or directors.
8 5. That, beginning 3 years after the organizational start—up date, any holder
9 of 10% or more of the securities of the transmission company may require the

10 transmission company to comply with any state or federal law that is necessary for

11 the security holder to sell or transfer its shares.

12 (d) Commission jurisdiction. The transmission company is subject to the

13 jurisdiction of the commission except to the extent that it is subject to the exclusive

14 jurisdiction of the federal energy regulatory commission.

15 SECTION 52. 196.485 (4) (a) (intro.) of the statutes is amended to read:

16 196.485 (4) (a) (intro.) -A- Except as provided in par. (am), a transmission utility

17 may not transfer control over, or divest its interest in, its transmission facilities to

18 an independent system operator or independent transmission owner unless, to the

19 satisfaction of the commission, ezch of the following requirements is satisfied:

of the statutes ism read:
21 196.485 (4) (am)

22 _epeﬁa-bioneﬁkch transmission utility in the transmission area that is a public utility

23 shall transfer operational control over its transmission facilities to the Midwest

20 SECTION 53. 196.485 (D (

24 independent system operator. #ﬁEach such transmission utility that has not

25 contributed its transmission facilities to the transmission company shall elect to

g[mxm,@ecm«e ¢ Hew Qe V]O\I'R.Q MiSo- ﬁy 6/29/006»\«9
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become part of a single ﬁ‘one for r1c1ng purposes w1th1 the Midwest in
eurm lma.
Haﬁ‘c

system operator: ‘-hMMIS.DM Cew‘ﬁ’h Ele Q
G Comingy ) Ted, gariiel)
SECTION 54. 196.485 ®) of the statutes is cre ed » V/

196.485 (5) PUBLIC UTILITY AFFILIATES . (@) Assetcap exception. §ecf?1§r1 196.795

O

(6m) (e) does not apply to the eligible assets of a nonutility affiliate in a holdu{g A’u"fx)
S

company system unless each public utility affiliate in the holding company system
does each of the following:

1. Petitions the commission and the federal energy regulatory commission to
approve the transfer of operational control of all the public utility affiliate’s
transmission facilities in this state and in Iowa, Michigan, Minnesota and Illinois to
the Midwest independent system operator.

2. Files with the commission an unconditional, irrevocable and binding
commitment to contribute, no later than June 30, 2000, all of the transmission
facilities that the public utility affiliate owns or operates in this state on the effective
date of this subdivision .... [revisor inserts date], and land rights, to élllgltransmission
company. A filing under this subdivision shall specify the dgtgv gn which the 1{ 1;':}
utility affiliate will complete the contribution of transmission facilities.

3. Files with the commission an unconditional, irrevocable and binding
commitment to contribute, and to cause each entity into which it merges or
consolidates or to which it transfers substantially all of its assets to contribute, any
transmission facility in this state the ownership or control of which it acquires after
the effective date of this subdivision .... [revisor inserts date], and land rights, to the
transmission company.

4. Notifies the commission in writing that the public utility affiliate has become

a member of the Midwest independent system operator and has committed not to
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contributes traﬁ'smission facilitie

2 p
- - P
3 (b) Contribution of transmzsswn“faczlztzgfw{ A public utility affiliate mf‘yﬂn"t ,,,,,—f
4 contribute a transmission facility to the transm1ss1:n co;pany until the c;;n;l1881 n /// Oy, A
5 has reviewed the terms and conditions of the transfer to determine whether the /_)4[;301 3
6 transfer satisfies the requirements of this subsection and has issued an ordA(f}?//
7 approving or modifying the terms and conditions of the transfer. An order under this
8 subdivision that modifies the terms and conditions of a transfer may allow a public
9 utility affiliate to recover in retail rates any adverse tax consequences of the transfer
10 as a transition cost.
11 2. The transmission company and a public utility affiliate that files a
12 commitment to contribute transmission facilities under par. (a) 2. shall structure the
13 transfer of the transmission facilities in a manner that satisfies each of the following:
,/.r
14 a. The structure of the transfer avoids or minimizes the mitfgig_lﬁéxg_{'_ss t ” 6””‘{ (:
15 };(g:fz%?}lces gﬁzﬂsz ic ut111ty 1 ézf:j that resulig};(_)i;l; the transfer, W(;egm;"'&@
equgnce§, Ml ouniN 10 v e .
\OGQ b. To the exteﬁt'y\mggtmable, the s cture gf the tran‘!fer _sdtisfies the /a \
r. requirements of the Internal Revenue Serv1ce for a tax—free transfer. clih es/Fh a /’E
e Vi Zpbrerintil bud
18 3. The requirements under subd. 2. b. shall, if practicable, be satisfied by by the ™
19 transmission company’s issuance of a preferred class of securities that provides the
20 fixed—cost portion of the resulting capital structure of the transmission company.
21 The transmission company shall issue preferred securities under this subdivision on
22 a basis that does not dilute the voting rights of the initial security holders relative
23 to the value of their initial contributions.
24 4. If the transfer of transmission assets under this paragraph results in a

25 capital structure of the transmission company in which the percentage of common
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equity is materially higher than that of the public utility affiliates who made the
transfer, or if the cost of the fixed—cost portion of the capital structure of the
transmission company is materially higher than that of the public utility affiliates
who made the transfer, the public utility affiliates shall enter into a contract with the
transmission company under which the public utility affiliates agree to accept from
the transmission company a return on common equity based upon the equity rate of
return approved by the federal energy regulatory commission and upon an imputed
capital structure that assigns to a portion of the public utility affiliates’ common
equity holdings an imputed debt return that is consistent with the requirements of
this subdivision. A contract under this subdivision shall specify that the public
utility affiliates shall be required to accept the return on common equity described
in this subdivision only until such time that the federal energy regulatory
commission determines that the actual capital structure and capital costs of the
transmission company are appropriate and consistent with industry practice for a
regulated public utility that provides electric transmission service in interstate
commerce.

5. If, at the time that a public utility affiliate files a commitment under par. (a)
2., the public utility affiliate has applied for or obtained a certificate of public
convenience and necessity under s. 196.491 (3) for the construction of transmission
facilities, the public utility affiliate shall do each of the following:

a. Proceed with diligence with respect to obtaining the certificate and, except
as provided in subd. 6., constructing the transmission facilities.

b. If the commission determines that the cost of the transmission facilities is
reasonable and prudent, transfer the transmission facilities to the transmission

company at net book value when construction is completed in exchange for additional
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securities of the transmission company on a basis that is consistent with the
securities that were initially issued to the public utility affiliate.

6. If the construction of a transmission facility specified in subd. 5. a. is not
completed within 3 years after a certificate of public convenience and necessity is
issued for the transmission facility under s. 196.491 (3), the transmission company
may assume responsibility for completing construction of the transmission facility.
If the transmission company assumes responsibility for completing construction
under this subdivision, the transmission company shall carry out any obligation
under any contract entered into by the public utility with respect to the construction
until the contract is modified or rescinded by the transmission company to the extent
allowed under the contract.

7. Any transmission facilities that are contributed to the transmission
company shall be valued at net book value at the time of the transfer.

(bm) Lease of transmission facilities. If a public utility affiliate is not able to
transfer ownership of its transmission facilities to the transmission company due to
merger—related accounting requirements, the public utility affiliate shall transfer
the transmission facilities to the transmission company under a lease for the period
of time during which the accounting requirements are in effect and, after such
requirements are no longer in effect, contribute the transmission facilities to the
transmission company under par. (b). A public utility affiliate that transfers
transmission facilities under a lease under this paragraph does not qualify for the
asset cap exception under par. (a) unless, during the term of the lease, the public

utility affiliate does not receive any voting interest in the transmission company.
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(¢) Contribution of land rights. 1. A public utility affiliate that commits to
contributing land rights to the transmission company under par. (a) 2. shall do each
of the following:

a. Except as provided in subd. 2., if the land right is assigned to a transmission
account for rate-making purposes and is not jointly used for electric and gas
distribution facilities by the public utility affiliate, the public utility affiliate shall
convey or assign at book value all of its interest in the land right to the transmission
company, except that any conveyance or assignment under this subd. 1. a. shall be
subject to the rights of any joint user of the land right and to the right of the public
utility affiliate to nondiscriminatory access to the real estate that is subject to the
land right.

b. If the land right is jointly used, or is intended to be jointly used, for electric
and gas distribution facilities by the public utility affiliate, the public utility affiliate
shall enter into a contract with the transmission company that grants the
transmission company a right to place, maintain, modify or replace the transmission
company’s transmission facilities on the real property that is subject to the land right
during the life of the transmission facilities and the life of any replacements of the
transmission facilities. A right granted in a contract under this subd. 1. b. shall be
paramount to the right of any other user of the land right, except that a right granted
in such a contract shall be on par with the right of the public utility affiliate to use
the land right for electric or gas distribution facilities.

2. If a public utility affiliate is prohibited from making a conveyance or
assignment described in subd. 1. a., the public utility affiliate shall enter into a
contract with the transmission company that grants the transmission company

substantially the same rights as under such a conveyance or assignment. For
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purposes of a contract under this subdivision, a land right shall be valued at book
value, not at market value.

3. The commission shall resolve any dispute over the contribution of a land
right under subd. 1. or 2., including a dispute over the valuation of such a land right,
unless a federal agency exercises jurisdiction over the dispute. During the pendency
of any dispute that is before the commission or a federal agency, the transmission
company shall be entitled to use the land right that is the subject to the dispute and
shall be required to pay any compensation that is in dispute into an escrow account.

SECTION 55. 196.485 (6) of the statutes is created to read:

196.485 (6) ELECTRIC UTILITIES, TRANSMISSION DEPENDENT UTILITIES AND RETAIL
ELECTRIC COOPERATIVES. No later than the first day of the 12th month beginning after
the first public utility affiliate files a commitment under sub. (5) (a) 2.:

(a) An electric utility may transfer all of its integrated transmission facilities
to the transmission company on the same terms and conditions as a contribution of
transmission facilities by a public utility affiliate under sub. (5) (b).

(b) A transmission—dependent utility or retail electric cooperative may
purchase equity interests in the transmission company at a price that is equivalent
to net book value and on terms and conditions that are comparable to those for public
utility affiliates that have contributed transmission facilities to the transmission
company. A purchaser under this paragraph may contribute funds to the
transmission company that are no more than the value of its prorated shares based
on firm electric usage in this state in 1999.

SECTION 56. 196.485 (6m) of the statutes is created to read:

196.485 (6m) DIVIDENDS, PROFITS AND GAINS. The commission may not treat any

dividend received by a transmission utility from the transmission company or any
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gain or profit of a transmission utility from the sale or other disposition of securities
issued by the transmission company as a credit against the retail revenue
requirements of the transmission utility.

SECTION 57. 196.485 (7) of the statutes is created to read:

196.485 (7) ENFORCEMENT. A wholesale or retail customer of a public utility
affiliate may petition the circuit court for Dane County for specific performance of
a commitment filed under sub. (5) (a) 2. or 3. ’

SECTION 58. 196.485 (8) of the statutes is created to read:

196.485 (8) PENALTIES. A public utility affiliate that fails to complete the
contribution of transmission facilities to the transmission company by the
completion date specified in the filing under sub. (5) (a) 2. shall forfeit $25,000 for
each day that completion of the contribution is delayed if the transmission company
is legally able to accept the contribution.

SECTION 59. 196.487 of the statutes is created to read:

196.487 Reliability of electric service. (1) DEFINITIONS. In this section:

(a) “Public utility affiliate” has the meaning given in s. 196.795 (1) (L).

(b) “Transmission company” has the meaning given in s. 196.485 (1) (ge).

(2) CoMMISSION ORDER. If the commission determines that a public utility
affiliate or the transmission company is not making investments in the facilities
under its control that are sufficient to ensure reliable electric service, the commission
shall order the public utility affiliate or transmission company to make adequate
investments in its facilities that are sufficient to ensure reliable electric service. An
order under this subsection shall require the public utility affiliate or transmission

company to provide security in an amount and form that, to the satisfaction of the
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commission, is sufficient to ensure that the public utility affiliate or transmission
company expeditiously makes any investment that is ordered.

(3) Cost RECOVERY. The commission shall allow a public utility affiliate that is
subject to an order under sub. (2) to recover in its retail electric rates the costs that
are prudently incurred in complying with the order.

SECTION 60. 196.491 (3) (d) 3r. of the statutes is created to read:

196.491 (8) (d) 3r. For a high—voltage transmission line that is proposed to
increase the transmission import capability into this state, existing rights—of-way
are used to the extent practicable and the routing and design of the high—voltage
transmission line minimizes environmental impacts in a manner that is consistent
with achieving reasonable electric rates.

SECTION 61. 196.491 (8) (d) 3t. of the statutes is created to read:

196.491 (3) (d) 3t. For a high—voltage transmission line that is designed for
operation at a nominal voltage of 345 kilovolts or more, the high—voltage
transmission line provides usage, service or increased regional reliability benefits to
the wholesale and retail customers in this state and the benefits of the high—voltage
transmission line are reasonable in relation to the cost of the high—voltage
transmission line.

SECTION 62. 196.491 (3) (gm) of the statutes is created to read:

196.491 (3) (gm) The commission may not approve an application under this
section for a certificate of public convenience and necessity for a high-voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more unless the approval includes the condition that the applicant shall pay the
fees specified in sub. (3g) (a). In a proceeding on such an application under this

section, the commission shall determine the cost of the high—veltage transmission
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line, identify the counties, towns, villages and cities through which the high—voltage
transmission line is routed and allocate the amount of investment associated with
the high—voltage transmission line to each such county, town, village and city.

SECTION 63. 196.491 (3g) of the statutes is created to read:

196.491 (3g) FEES FOR CERTAIN HIGH-VOLTAGE TRANSMISSION LINES. (a) A person
who receives a certificate of public convenience and necessity for a high—voltage
transmission line that is designed for operation at a nominal voltage of 345 kilovolts
or more under sub. (3) shall pay the department of administration an annual impact
fee as specified in the rules promulgated by the department of administration under
s. 16.969 (2) (a) and shall pay the department of administration a one-time
environmental impact fee as specified in the rules promulgated by the department
of administration under s. 16.969 (2) (b).

(b) A person that pays a fee under par. (a) may not use the payment to offset
any other mitigation measure that is required in an order by the commission under
sub. (3) regarding the certificate of public convenience and necessity specified in par.
(a).

SECTION 64. 196.491 (3m) (b) 2. of the statutes is amended to read:

196.491 (83m) (b) 2. The analytical process specified in subd. 1. b. shall, to the

extent practicable, be consistent with the analytical process described in the merger

enforcement policy e

USC1-180r45, as defined in s. 196.485 (1) (dr).
SECTION 65. 196.494 (3) of the statutes is amended to read:

196.494 (3) 5 5 e commission may shall,
nic

CAn
under this subsection, issue an order requiring We;a%bkg utility to construct
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or procure, on a competitive basis, the construction of transmission facilities
specified by the commission in its order if the commission determines that;based-en
the-results-of the study undersub-—(2); such construction is necessary to relieve a
constraint on a trapsmission system and the construction will materially benefit the
Ziuc e

customers of the W utility or §4#4x electric utilities or of an independent
system operator, as defined in s. 196.485 (1) (d), or independent transmission owner,
as defined in s. 196.485 (1) (dm).

SECTION 66. 196.494 (4) of the statutes is amenged to read:

196.494 (4) The commission shall allowx%@%'cbjm utility to recover
in its retail electric rates any costs that are prudently incurred by the utility
in complying with an order under sub. (3).

SECTION 67. 196.494 (5) of the statutes is created to read:

196.494 (5) The governor may, on behalf of this state, enter into an interstate
compact that establishes a joint process for the states in the upper midwest region
of the United States to determine the need for and siting of regional electric
transmission facilities that may affect electric service in this state. The governor
may not enter into a compact under this subsection unless the compact includes
requirements and procedures for establishing each of the following:

(a) Compliance with each state’s environmental and siting standards for
transmission facilities.

(b) A regional need determination for transmission facilities.

(¢c) A mechanism for resolving conflicts between the states regarding the siting
of transmission facilities.

SECTION 68. 196.52 (3) (a) of the statutes is amended to read:
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196.52 (3) (a) In this subsection, “contract or arrangement” means a contract

or arrangement providing for the furnishing of management, supervisory,
construction, engineering, accounting, legal, financial or similar services and any
contract or arrangement for the purchase, sale, lease or exchange of any property,
right, or thing, or for the furnishing of any service, property, right, or thing, other
than management, supervisory, construction, engineering, accounting, legal,
financial or similar services, but “contract or arrangement” does not include a
contract or arrangement under which a transmission utility, as defined in s. 196.485
(1) (1), sells or transfers securities, as defined in s. 196.485 (1) (fe), that have been
issued by a transmission company, as defined in s. 196.485 (1) (ge). Except as

provided under par. (b), unless and until the commission gives its written approval,
any contract or arrangement is not valid or effective if the contract or arrangement
is made between a public utility and an affiliated interest after June 7, 1931. Every
public utility shall file with the commission a verified copy of any contract or
arrangement, a Veriﬁéd summary of any unwritten contract or arrangement, and
any contract or arrangement, written or unwritten, which was in effect on June 7,
1931, The commission shall approve a contract or arrangement made or entered into
after June 7, 1931, only if it shall clearly appear and be established upon
investigation that it is reasonable and consistent with the public interest. The
commission may not approve any contract or arrangement unless satisfactory proof
is submitted to the commission of the cost to the affiliated interest of rendering the
services or of furnishing the property or service to each public utility or of the cost
to the public utility of rendering the services or of furnishing the property or service
to each affiliated interest. No proof is satisfactory under this paragraph unless it

includes the original (or verified copies) of the relevant cost records and other
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relevant accounts of the affiliated interest, or an abstract of the records and accounts
or a summary taken from the records and accounts if the commission deems the
abstract or summary adequate. The accounts shall be properly identified and duly
authenticated. The commission, where reasonable, may approve or disapprove a
contract or arrangement without submission of the cost records or accounts.

SECTION 69. 196.795 (1) (g) 1. of the statutes is amended to read:

196.795 (1) (g) 1. As a beneficial owner, to take, hold or acquire 5% or more of
the outstanding voting securities of a public utility, other than a transmission
company, with the unconditional power to vote those securities.

SECTION 70. 196.795 (1) (g) 2. of the statutes is amended to read:

196.795 (1) (g) 2. To exchange or convert 50% or more of the outstanding voting
securities of a public utility, other than a municipality or other political subdivision
or a transmission company, for or into the voting securities of a company organized,
created, appointed or formed by or at the direction of the public utility or of a
subsidiary of such company.

SEcTION 71. 196.795 (1) (h) 3. of the statutes is created to read:

196.795 (1) (h) 3. “Holding company” does not include a transmission company.

SECTION 72. 196.795 (1) (p) of the statutes is created to read:

196.795 (1) (p) “Transmission company” has the meaning given in s. 196.485
(1) (ge).

SECTION 78. 196.795 (5) (i) 1. of the statutes is amended to read:

196.795 (5) (i) 1. Shall consider the public utility affiliate as a wholly

independent corporation and shall impute a capital structure to the public utility

affiliate and establish a cost of capital for the public utility affiliate on a stand—alone

basis;
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SECTION 74. 196.795 (5) (p) 1., 2., 3. and 4. of the statutes are renumbered
196.795 (6m) (b) 1., 2., 3. and 4.

SECTION 75. 196.795 (5) (pm) 1. (intro.) of the statutes is repealed.

SECTION 76. 196.795 (5) (pm) 1. a. of the statutes is renumbered 196.795 (6m)
(a) 3.

SECTION 77. 196.795 (5) (pm) 1. b. of the statutes is renumbered 196.795 (6m)
(a) 5.

SECTION 78. 196.795 (5) (pm) 1. c. of the statutes is renumbered 196.795 (6m)
(a) 6.

SECTION 79. 196.795 (5) (pm) 2. of the statutes is renumbered 196.795 (6m) (c)
and amended to read:

196.795 (6m) (c) Wholesale merchant plants. The assets of a wholesale
merchant plant shall not be included in the sum of the assets of a public utility
affiliate under par. () (b) 1. a., b. or c. and shall not be included in a nonutility
affiliate’s total assets under par. {p} (b) 2. a. if the requirements specified in s. 196.491
(8m) (a) 1. and 2. are satisfied or if the wholesale merchant plant qualifies for the
exemption under s. 196.491 (3m) (e).

SEcTION 80. 196.795 (5) (pm) 3. of the statutes is renumbered 196.795 (6m) (d)
and amended to read:

196.795 (6m) (d) Foreign affiliates. The assets of a foreign affiliate shall be
included in the sum of the assets of a public utility affiliate under par. () (b) 1. a.,
b. or c. and shall not be included in a nonutility affiliate’s total assets under par. {p)
(b) 2. a. '

SEcCTION 81. 196.795 (6m) (title) of the statutes is created Ito read:

196.795 (6m) (title) ASSET CAP.
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SECTION 82. 196.795 (6m) (a) (intro.) of the statutes is created to read:

196.795 (6m) (a) Definitions. (intro.) In this subsection:

SECTION 83. 196.795 (6m) (a) 1. of the statutes is created to read:

196.795 (6m) (a) 1. “Contributor public utility affiliate” means a public utility
affiliate that has contributed its transmission facilities to the transmission company
under s. 196.485 (5) (b).

SECTION 84. 196.795 (6m) (a) 2. of the statutes is created to read:

196.795 (6m) (a) 2. “Eligible asset” means an asset of a nonutility affiliate that
is used for any of the following:

a. Producing, generating, transmitting, delivering, selling or furnishing gas,
oil, electricity or steam energy.

b. Providing an energy management, conservation or efficiency product or
service or a demand-side management product or service.

c. Providing an energy customer service, including metering or billing.

d. Recovering or producing energy from waste materials.

e. Processing waste materials.

f. Manufacturing, distributing or selling products for filtration, pumping water
or other fluids, processing or heating water, handling fluids or other related
activities.

g. Providing a telecommunications service, as defined in s. 196.01 (9m).

SECTION 85. 196.795 (6m) (a) 4. of the statutes is created to read:

196.795 (6m) (a) 4. “Generation assets” means assets that are classified as
electric generation assets on the books of account of a public utility, as determined
by the commission.

SECTION 86. 196.795 (6m) (b) (title) of the statutes is created to read:
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196.795 (6m) (b) In general. Le. aQ,O

SECTION 87. 196.795 (6m) (e) of the statutes is created to read: w‘FfC /\,/TC,

196.795 (6m) (e) Contributor public utility affiliates. 1. The eligible assets of
a nonutility affiliate in g holding company system that mCI{%igtﬁi%ﬁutor public

\lég ~ Cotpory, §
utility afﬁhateYshall not be 1ncluded in the sum of the assets of the public utility
affiliates under par. (b) 1. a., b. or ¢. and shall not be included in the nonutility
affiliate’s total assets under par. (b) 2. a.

2. For purposes of subd. 1., all of the assets of a nonutility affiliate shall be
considered eligible assets if each of the following is satisfied:

a. The bylaws of the nonutility affiliate or a resolution adopted by its board of
directors specifies that the business of the nonutility affiliate is limited to activities
involving eligible assets.

b. Substantially all of the assets of the nonutility affiliate are eligible assets.

3. The net book value of transmission facility assets that a contributor public
utility affiliate has contributed to a transmission company under s. 196.485 (5) (b)
shall be included in the sum of the assets of the public utility affiliate under par. (b)
1. a., b. and c. In determining net book value under this subdivision, accumulated
depreciation shall be calculated as if the contributor public utility affiliate had not
contributed the assets.

4. The net book value of generation assets that a contributor public utility
affiliate has transferred to a person that is not affiliated with the public utility
affiliate pursuant to the order of the commission, a court or a federal regulatory
agency shall be included in the sum of the assets of the public utility affiliate under

par. (b) 1. a., b. and c¢. In determining net book value under this subdivision,
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accumulated depreciation shall be calculated as if the contributor public utility
affiliate had not transferred the assets.

SECTION 88. 196.795 (11) (b) of the statutes is amended to read:

196.795 (11) (b) This section shall be deemed to legalize and confirm the
formation, prior to November 28, 1985, of any holding company, which is not itself
a public utility, and shall be deemed to legalize and confirm the operations and
issuances of securities of the holding company, except that nothing in this section
shall be deemed to prevent the commission from imposing reasonable terms,
limitations or conditions on any holding company which are consistent with the
requirements of sub. (5){pm) (6m) (c) or (d) or which are consistent with and
necessary to satisfy the requirements of sub. (5) (b) to (0) and (g) to (s) or which relate
to future investments by the holding company unless the holding company owns,
operates, manages or controls a telecommunications utility and does not also own,
operate, manage or control a public utility which is not a telecommunications utility.

SECTION 89. 196.795 (11) (c) of the statutes is created to read:

196.795 (11) (c) The commission may not impose upon a holding company the
formation of which is considered to be legalized and confirmed under par. (b) any
term, limitation or condition under par. (b) that establishes the sum of the holding
company’s nonutility affiliate assets at less than 25% of the sum of the holding
company’s utility affiliate assets. For purposes of this paragraph, any term,
limitation or condition on nonutility affiliate assets shall not apply to the ownership,
operation, management or control of any eligible asset, as defined under éub. (6m)
(a) 2., or an asset that is used for manufacturing, distributing or selling swimming

pools or spas.

SECTION 90. 196.807 of the statutes is created to read:
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196.807 Energy affiliate and utility employes. (1) DEFINITIONS. In this
section:

(a) “Affiliate or utility” means a nonutility affiliate, a holding company system
or an electric utility, as defined in s. 196.491 (1) (d).

(b) “Energy unit” means a unit that is engaged in activities related to the
production, generation, transmission or distribution of electricity, gas or steam or the
recovery of energy from waste materials. ‘

(c) “Holding company system” has the meaning given in s. 196.795 (1) (3.

(d) “Nonutility affiliate” has the meaning given in s. 196.795 (1) ).

(e) “Public utility affiliate” has the meaning given in s. 196.795 (1) (L).

(f) “Sell an energy unit” means to sell, offer by lease, or otherwise transfer
ownership or control of the energy unit.

(g) “Unit” means a division, department or other operational business unit of
an affiliate or utility.

(2) OFFER OF EMPLOYMENT. (a) Except as provided in par. (b), a person may not
sell an energy unit unless the terms of the transfer require the person to which the
energy unit is transferred to offer employment to the nonsupervisory employes who
are employed with the energy unit immediately prior to the transfer and who are
necessary for the operation and maintenance of the energy unit.

(b) A public utility affiliate may not sell an energy unit to a nonutility affiliate
in the same holding company system unless the terms of the transfer require the
nonutility affiliate to offer employment to all of the nonsupervisory employes who are

employed with the energy unit immediately prior to the transfer.
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(3) EMPLOYMENT TERMS AND CONDITIONS. (a) Except as provided in par. (b), the

employment that is offered under sub. (2) shall satisfy each of the following during
the 30—month period beginning immediately after the transfer:

1. Wage rates shall be no less than the wage rates in effect immediately prior
to the transfer.

2. Fringe benefits shall be substantially equivalent to the fringe benefits in
effect immediately prior to the transfer.

3. Terms and conditions of employment, other than wage rates and fringe
benefits, shall be substantially equivalent to the terms and conditions in effect
immediately prior to the transfer.

(b) A collective bargaining agreement may modify or waive a requirement
specified in par. (a).

(4) CoMMISSION APPROVAL. Except for a cooperative association, as defined in
s. 196.491 (1) (bm), no person may sell an energy unit unless the commission
determines that the person has satisfied subs. (2) and (3).

SECTION 91. 200.01 (2) of the statutes is amended to read:

200.01 (2) “Public service corporation” means and embraces every corporation,
except municipalities and other political subdivisions, which is a public utility as
defined in s. 196.01, and every corporation which is a railroad as defined in s. 195.02,
but shall not include a public utility corporation receiving an annual gross revenue
of less than $1,000 for the calendar year next preceding the issuance of any securities
by it. “Public service corporation” includes a holding company, as defined under s.
196.795 (1) (h), which is a public utility, as defined under s. 196.01 (5). “Public service
corporation” does not include a telecommunications utility, as defined in s. 196.01

(10). “Public service corporation” does not include any other holding company unless
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the holding company was formed after November 28, 1985, and unless the
commission has determined, under s. 196.795 (7) (a), that each nonutility affiliate,
as defined under s. 196.795 (1) (j), does not and cannot reasonably be expected to do
at least one of the items specified in s. 196.795 (7) (a). “Public service corporation”
does not include a company, as defined in s. 196.795 (1) (f), which owns, operates,
manages or controls a telecommunications utility, as defined in s. 196.01 (10), unless
such company also owns, operates, manages or controls a public utility which is not
a telecommunications utility. “Public service corporation” does not include a
transmission company, as defined in s. 196.485 (1) (ge).

SECTION 92. 285.48 of the statutes is created to read:

285.48 Nitrogen oxide emissions from certain electric generation
facilities. (1) In establishing nitrogen oxide emission reductions for the control of
atmospheric ozone in another state pursuant to a call for a state implementation plan
issued prior to the effective date of this subsection .... [revisor inserts date], the
department may not, in an implementation plan under s. 285.11 (6), by rule or
through the adoption of control strategies, regulate nitrogen oxide emissions from
electric generation facilities that are located in Ashland, Barron, Bayfield, Buffalo,
Burnett, Chippewa, Clark, Douglas, Dunn, Eau Claire, Iron, Jackson, La Crosse,
Monroe, Pepin, Pierce, Polk, Price, Rusk, Sawyer, St. Croix, Taylor, Trempealeau,
Vernon or Washburn county.

(2) The department may not, based solely on the prohibition under sub. (1),
require more stringent nitrogen oxide emission reductions for any electric utility, as
defined in s. 196.491 (1) (d), or large industrial core source in this state that is
identified by the federal environmental protection agency.

SEcTION 93. Nonstatutory provisions.
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(1 INITIAL APPOINTMENTS TO COUNCIL ON UTILITY PUBLIC BENEFITS.
Notwithstanding section 15.107 (17) (intro.) of the statutes, as created by this act,
the initial members of the council on utility public benefits shall be appointed for the
following terms:

(a) One of the members under section 15.107 (17) (a), (b) and (d) of the statutes,
as created by this act, for terms expiring on July 1, 2001.

(b) One of the members under section 15.107 (17) (a) of the statutes, as created
by this act, and the members under section 15.107 (17) (¢), (e) and (f) of the statutes,
as created by this act, for terms expiring on July 1, 2002.

(c) One of the members under section 15.107 (17) (b) and (d) of the statutes, as
created by this act, and the members under section 15.107 (17) (g) and (h) of the
statutes, as created by this act, for terms expiring on July 1, 2003.

(2) PUBLIC SERVICE COMMISSION RULES.

(a) Using the procedure under section 227.24 of the statutes, the public service
commission shall promulgate the rules required under section 196.378 (3) (a) of the
statutes, as created by this act, for the period before the effective date of the
permanent rules promulgated under that section, but not to exceed the period
authorized under section 227.24 (1) (¢) and (2) of the statutes. Notwithstanding
section 227.24 (1) and (3) of the statutes, the commission is not required to make a
finding of emergency.

(b) The public service commission shall submit in proposed form the rules
required under section 196.378 (3) (a) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes no later than the first
day of the 6th month beginning after the effective date of this paragraph.

(3) DEPARTMENT OF ADMINISTRATION RULES.
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(a) Using the procedure under section 227.24 of the statutes, the department
of administration shall promulgate the rules required under section 16.957 (2) (¢)
and (4) (b) of the statutes, as created by this act, for the period before the effective
date of the permanent rules promulgated under that section, but not to exceed the
period authorized under section 227.24 (1) (¢) and (2) of the statutes.
Notwithstanding section 227.24 (1) and (3) of the statutes, the department is not
required to make a finding of emergency.

(b) The department of administration shall submit in proposed form the rules
required under section 16.957 (2) (c) and (4) (b) of the statutes, as created by this act,
to the legislative council staff under section 227.15 (1) of the statutes no later than
the first day of the 6th month beginning after the effective date of this paragraph.

SECTION 94. Appropriation changes.

(1) Inthe schedule under section 20.005 (3) of the statutes for the appropriation
to the public service commission under section 20.155 (1) (j) of the statutes, as
affected by the acts of 1999, the dollar amount is increased by $250,000 for fiscal year
1999-00 and the dollar amount is increased by $250,000 for fiscal year 2000-01 for
the purpose for which the appropriation is made.

SecTION 95. Initial applicability.

(1) The treatment of sections 16.969, 20.505 (1) (ge) and (gs) and 196.491 (3)
(gm) and (3g) of the statutes first applies to certificates of public convenience and
necessity that are approved by the public service commission on the effective date of
this subsection.

(2) The treatment of section 196.491 (3) (d) 3r. and 3t. of the statutes first
applies to applications for certificates of public convenience and necessity that are

filed with the public service commission on the effective date of this subsection.
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(3) The treatment of sections 76.28 (1) (d), (e) (intro.) and 5. and (§) and (2) (¢)
(intro.), (d) and (e) and 196.485 (1) (ge) of the statutes first applies to taxable years
beginning on January 1 of the year in which this subsection takes effect, except that
if this subsection takes effect after July 31 the treatment of sections 76.28 (1) (d), (e)
(intro.) and 5. and (j) and (2) (¢) (intro.), (d) and (e) of the statutes first applies to
taxable years beginning on January 1 of the year following the year in which this
subsection takes effect.

(END)
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I. ASSET-CAP MODIFICATION/
TRANSMISSION COMPANY (TransCo)/MISO

Section 196.795(11)(b) (relating to WICOR) is amended to add:

The commission may not impose upon a holding company, subject to this
subsection, terms, limitations or conditions under (b) that establish the sum
of the holding company's non-utility affiliate assets at less than 25% of the
sum of the holding company’s utility affiliate assets. For the purpose of this
subsection, any terms, limitations, or conditions on non-utility affiliate assets
shall not apply to the ownership, operation, management or control of: (i)
energy and telecommunications assets, as defined in sec. 196.795(5)(pm)1.a., or
(i) manufacturing, distributing, or selling swimming pools or spas, products
for pumping water or other fluids, processing or heating water, fluid-handling,

filtration or related businesses.

Section 196.795(5)(pm) 1 of the statutes is created to read:

(a) “Energy and telecommunications assets” means, subject to (b), the
assets of a non-utility affiliate which are used for the production,
generation, transmission, delivery, sale or furnishing of gas, oil, electric,
or steam energy; energy management and demand-side management
services, energy conservation, or energy efficiency; energy customer
service, metering, or billing; the recovery or production of energy from
waste materials, the processing of waste materials; products for pumping

water or other fluids, processing or heating water, fluid-handling,
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(b)

filtration or related businesses; or the prdvision of telecommunications
service, as defined in sec. 196.01(9m), Stats.

If a non-utility affiliate by by-law or resolution limits its business to
activities involving energy and telecommunications assets, and
substantially all of its assets are energy and telecommunication assets,
all of the assets of the non-utility affiliate shall be treated as energy and

telecommunications assets.

Sec. 196.795(5)(pm)3 and 4 of the statutes are created to read:

3.

The net-book value of transmission facilities contributed to a
transmission company (TC) as provided in sections (4) and (5), as these
facilities would be depreciated over the course of time if still owned by
such affiliates, shall continue to be included in the sum of the assets of
the public-utility affiliates.

If a public utility affiliate is required or permitted by a lawful final order
of a regulatory agency or court to sell or divest gencration facilities to a
third party which is not an affiliate of the public utility affiliate, the net
book value of such generation facilities, as these facilities would be
depreciated over the course of time if still owned by such affiliate, shall
continue to be included in the sum of the assets of the public-utility
affiliates. ‘

Sec. 196.795(5)(pm)4. and 5. of the statutes are created to read:
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a.

If each of the public utility affiliates of a public utility holding
company authorized by the commission under sec. 196.795(2) (iLe.,
Wisconsin Energy, Alliant, or WPS Resources) transfers operational
control of all of its transmission facilities in this state and in
Iowa, Michigan, Minnesota and Illinois, and any other of its
transmission facilities integrated therewith, to the same
independent system operator which has been accepted for filing
with conditions by the federal energy regulatory commission and
had members in the state prior to 12/31/98 (i.e., the MISO), and
contributes, subject to its membership in the MISO, all of its
currently owned transmission facilities, as defined by sec.
196.485(1)(h) in this state, and associated rights of way,
easements, and land, subject to the rights of existing co-users, as
provided in sec. 5, and commits to contribute, and to cause each
entity into which it merges or consolidates, or to which it transfers
substantially all of its assets to contribute, all subsequently
acquired or otherwise owned transmission facilities, as defined by
sec. 196.485(1)(h), in this state and associated rights of way,
easements, and land, subject to the rights of existing co-users, as
provided in sec. 5, to the same transmission company (TC) that
meets the requirements set forth below in sec. 5, then the energy
and telecommunications assets of the non-utility affiliates of such
holding company shall not be included in the sum of the assets of
the public utility affiliates under sec. 196.795(5)(p)1.a., b. or c. and

3
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shall not be included in the non-utility affiliates’ total assets
under sec. 196.795(5)(p)2.a. |

This section shall be effective for a public utility holding company
on the first day following the date upon which all of its public
utility affiliates have taken all of the following actions: (1) filed
with the public service commission unconditional, irrevocable and
binding legal commitments to contribute to the TC, by a date
certain no later June 30, 2000, the transmission facilities and
associated rights of way, easements and land, as set forth above in
section 4(a), (2) petitioned the public service commission and the
federal energy regulatory commission for approval to transfer its
transmission facilities to the TC as provided in sec. 4(a), and
agreed in such petitions not to withdraw its request in the event
that the public service commission or the federal energy regulatory
commission conditions the approval of such petitions on changes
consistent with state or federal law, and (3) notified the public
service commission in writing that it has joined the MISO, and
committed not to withdraw as a member from the MISO prior to
the date on which it contributes its transmission facilities to the
TC and requested approval from the public service commission and

the federal energy regulatory commission to transfer operational

"control to the MISO of its transmission facilities. Such

unconditional, irrevocable and binding commitments shall be

enforceable by specific performance in the circuit court of Dane

4
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County by any wholesale or retail customer of such public utility
affiliate. A public utility affiliate also shall forfeit $25,000 per day
for each day after June 30, 2000 that contribution of its
transmission facilities is delayed, provided that the TC is legally
able to accept transfer.

For the purposes of this Act, transfer of transmission facilities
includes transfer of the deferred tax reserves associated with those

facilities.

5. The TC shall meet the following requirements:

a.

it shall be a public utility subject to the jurisdiction of the public
service commission except as provided below in section 5(t), and
the federal energy regulatory commission;

it shall be a single-purpose corporation under chapter 180 or a
single-purpose limited-liability company under chapter 183, and
that purpose shall be to plan, construct, operate, maintain and
expand the transmission facilities which it owns to provide an
adequate, reliable transmission system which meets the needs of
all users dependent upon it and supports robust competition in
energy markets without favoring any participant in such markets,
consistent with subsection (c) and with secs. 196.485 and 196.494;
it shall transfer operational control of its transmission facilities to
the MISO, and shall remain a member of such ISO or any
successor regional transmission organization approved by the

appropriate regulatory agencies at least through the transition
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121 period set forth in the agreement which establishes the ISO (6
122 years);

123 d. it shall not own electric generation facilities or sell, market, or
124 broker electric capacity or energy in the relevant wholesale or retail
125 markets for the purchase and sale of electricity in the state or the
126 region, provided, however, that nothing in this subsection shall
127 prohibit the TC from procuring and reselling ancillary services from
128 third parties, engaging in redispatch activities necessary to relieve
129 constraints, or operating a control area, as required or authorized
130 by the federal energy regulatory commission.

131 e. it shall have the exclusive duty and responsibility, subject to the
132 approval of the commission, to construct and own any additional
133 high-voltage transmission facilities in the transmission area (i.e.,
134 EWU), and in the other areas of the state where the transmission
135 facilities of any electric utility which contributes transmission
136 facilities to the TC are located;

137 f. it shall elect to be included in a single zone for purposes of the
138 MISO tariff when it becomes effective, and shall thereafter be part
139 of the same zone; provided, however, that if the transmission costs
140 of any of the transmission utilities in the transmission area were
141 10% or more below the average transmission cost of the
142 transmission utilities in the transmission area as a group
143 immediately prior to transfer, the TC and the public utility
144 affiliates referred to above shall devise a phase-in plan for the new
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145 | combined single zone for pricing network use by the utilities that
146 have joined the MISO and by other transmission users, and shall
147 seek approval from the MISO and the federal energy regulatory
148 commission for such a zone. Such plén shall phase in an
149 average-cost price for the zone in equal parts over five years,
150 provided, however, that service shall be provided to all users on a
151 ' single-zone basis during the phase-in period;

152 g. The transfer of land rights to the TC shall be as follows:

153 (1) A “land right” for purposes of this section means the right
154 pursuant to which transmission facilities are located on real
155  property and include, without limitation, ownership and fee,
156 easements, permissions and/or licenses.

157 (2) Where a land right has been booked to transmission for
158 ratemaking purposes and is not being jointly used for electric
159 distribution or gas facilities by the public utility affiliate, the
160 public utility affiliate shall convey or assign at book value all
161 of its interest in the land right to the TC, subject to any
162 rights of existing joint users of the land right for
163 commumnications or other facilities and a right in the public
164 utility affiliate to access in the future on a
165 non-discriminatory basis. This provision also shall apply to
166 | land rights that have been acquired by a utility affiliate and
167 are being held for future use for transmission and not held
168 for joint-use. If the land right cannot be transferred or
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assigned to the TC, the public utility affiliate shall enter into
a contract with the TC granting the TC substantially the
same rights it would have had if transfer or assignment were
possible for the same price (book value) for the life of the
TC’s transmission facilities and any replacements thereof.
Where a land right in use for transmission facilities being
transferred to the TC also is being used, or is planned to be
used, by the public utility affiliate for electric or gas
distribution facilities, the public utility affiliate shall grant
the TC by contract a right to place and maintain the TC's
transmission facilities, and any modifications or
replacements thereof, on such land right for the life of such
facilities, including any replacements. The rights of the TC
under the contract for the purpose of providing transmission
service shall be paramount to the rights of any other users of
the land rights for any purpose, which use must not interfere
in any way with the TC's use, except that the right of the
public utility affiliate to use the land rights for electric or
gas distribution facilities shall be on a par with the rights of
the TC for transmission purposes.

Any dispute concerning the sufficiency of the land right
transferred or the valuation of the right shall be submitted
to the public service commission for resolution, unless a

federal agency has jurisdiction over the dispute. No such
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193 dispute shall delay commencement of operations of the TC.
194 During any pending dispute, the TC shall be entitled to use
195 the land right in question, and shall pay any disputed
196 compensation into an escrow account.

197 h. any electric utility as defined in sec. 196.491(1)(d) (e.g.. MGE, DPC,
198 MPL, NSP) shall have the option to transfer all of its integrated
199 transmission facilities to the TC on the same terms and conditions
200 as public utility affiliates of public utility holding companies; such
201 option shall be exercised no later than one year after the date on
202 which the first public-utility affiliate files the commitment to
203 contribute its transmission facilities to the TC set forth in 4(a);
204 i. transmission-dependent public utilities and electric cooperatives in
205 the state (e.g., WPPI, other municipal utilities, non-DPC coops) may
206 purchase equity interests in the TC at a price and on terms and
207 conditions comparable to those for transmission utilities that have
208 contributed their transmission facilities, that is, equivalent to
209 net-book value, by contributing funds up to their pro-rata shares
210 based upon firm electric usage in the state in the prior year (1 999);
211 such option shall be exercised no later than one year after the date
212 on which the first public-utility affiliate files the commitment to
213 contribute its transmission facilities to the TC set forth in 4(a);
214 j- the transmission facilities transferred to the TC shall be valued at
215 net book value at the time of transfer;
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k.

if a public utility affiliate may not transfer ownership of its
transmission facilities to the TC due to merger-related accounting
requirements, it shall, only for the period of time during which
such requirements are in effect, transfer its transmission facilities
by means of a lease which complies with the requirements set forth
in section (4) and in this section, provided that, as soon as such
merger-related accounting requirements are no longer applicable, it
shall be eligible to continue to exclude energy and
telecommunications assets from its asset-cap formula only if it
elects to transfer ownership of its transmission facilities to the TC
as provided in section (4) and in this section, and provided further
that during the term of any such lease the public-utility affiliate
shall not receive voting interests in the TC;

a transmission utility or other electric utility that contributes its

transmission facilities to the TC under sec. 4(a) or 5(g) shall

receive securities from the TC as follows:

(1) The transfer of facilities to the TC shall be structured (i) to
avoid or minimize material adverse tax consequences for the
transferor as a result of the transfer, and (ii) to avoid or
minimize material adverse rate consequences, not arising
out of combining the TC's facilities into a single zone in the
MISO. |

(2) The PSC shall review the proposed structure of the transfer

to determine that it meets the objectives of this section, and
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may modify the structure if necessary to accomplish those
objectives, and take such other actions as are necessary to
equitably accomplish the objectives set forth in this section,
including permitting a public-utility affiliate to recover in
retail rates any adverse tax consequences of the transfer as a
transition cost.

To the extent possible, the transfer shall be structured to
meet the requirements of the IRS for a tax-free transfer. If
possible, qualified preferred stock shall be issued in
connection with the transfer to provide the fixed cost portion
of the resulting capital structure. In the event preferred
stock is issued it shall be issued on a basis that does not
dilute the voting rights of initial shareholders relative to the
value of their contributions. If the capital structure of the
TC has a percentage of common equity that is materially
higher than that of the transferors, or if the cost of the
fixed-cost portion of the capital structure of the TC is
materially higher than that of the transferors, the
transferors shall agrec by contract to accept from the TC a
return on common equity based upon the equity rate of
return approved by the federal energy regulatory comrmission
and upon an imputed capital structure that assigns to a
portion of their common equity holdings an imputed debt

return, as is necessary to achieve the objectives of this

11
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section, until such time as the FERC shall determine that
the actual capifal structure and capital costs of the TC are
appropriate and consistent with industry practice for a
regulated public utility providing electric transmission
service in interstate commerce.
The TC shall provide an opinion to the commission prior to
commencement of operations from a nationally-recognized
investment banking firm that the TC will be able to finance
its start-up costs, working capital, operating expenses and
the cost of planned new facilities at reasonable cost.
Nothing in this subsection shall affect the authority of the
federal energy regulatory commission to establish
transmission rates for the TC or MISO.
If, when a public-utility affiliate files its binding
commitment under sec. (4), it has an application to
construct transmission facilities pending at the public
service commission, or has been granted a CPCN for such
facilities, the public-utility affiliate shall: |
a. diligently pursue approval of such application and
construction of any facilities authorized by the public
service corrimission;
b. transfer such facilities to thé TC at net book value
when construction is completed in exchange for

additional securities of the TC on a basis consistent

12
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with the initial exchange, provided that the public

service commission determines thét the cost of the

facilities is reasonable and prudent.
If the construction of any transmission facilities that are
subject to a pending or granted CPCN on the date of the
binding commitment are not completed within three years of
the date of issuance of the CPCN, the responsibility to
complete the project shall be transferred to the TC at the
option of the TC, and the public-utility affiliate’s reasonable
and prudent investment to date shall be contributed to the

TC in exchange for securities.

m. the bylaws of the TC shall provide as follows:

(1)

2)

There shall be no less than 5 directors and no more than 14.
The number shall be 5 unless more directors are required to
comply with the provisions below, in which case, the numbe'r
of directors shall be increased accordingly. This provision of
the TC’s bylaws may be modified during the first 10 years
after the TC comes into existence only upon a unanimous
affirmative vote of the directors, and thereafter upon a
two-thirds vote of the directors.

For the first 10 years after the TC comes into existence, each
shareholder that owns 10% or more of the outstanding
common stock of the TC shall be entitled to appoint one and

only one director to the board of directors. These directors

13
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shall have terms of one year each. Two or more shareholders
that together own at least 10% of the common stock of the
TC may by a written agreement with a term at least equal to
the term of a director under the bylaws combine the voting
rights of their common stock for the purpose of jointly
appointing a director. Such agreement must be filed with
the secretary of the TC. During the ten-year period set forth
in this section, the provision of the bylaws of the TC
containing this requirement may be modified only upon the
unanimous vote of all directors. Thereafter, such
requirement may be modified by a two-thirds vote of the
directors.

For the first 10 years after the TC comes into existence, each
shareholder which is an investor-owned transmission utility
in the transmission area (i.e., WEPCO, WPL, WPS, MGE)
and which has contributed its transmission facilities to the
TC as set forth above in sections (4) and (5), and any person
who receives at least a 5% equity interest under secs. 4(h) or
4(i) above, shall be entitled to appoint one and only one
director to the board of directors, provided that it continues
to own all of the stock which it has received from the TC for
such contribution. This director shall be instead of the
director for which the utility would qualify based upon 10%

stock ownership under (2) above.

14
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There shall be four directors at all times who are elected by a
majority of the votes of the holders of common stock and
who are not employed by, or under contract to, any entity
engaged in the production, sale, marketing, transmission or
distribution of electricity or natural gas, or by or to any
affiliate of any such entity. These directors shall have
staggered terms of four years each.

For the first five years following creation of the TC, none of
the public utility affiliates that transfer transmission
facilities to the TC, or any affiliate of such public utility
affiliates, shall increase its percentage share of the
outstanding common stock of the TC, including any
percentage share of such outstanding common stock owned
or controlled by any affiliate of such utility affiliate, prior to
the first issuance of common stock by the TC to any third
party, other than a third party exercising a right to purchase
shares under section 5(h). This restriction shall not apply to
common stock used in exchange for a contribution of
additional transmission facilities. This provision of the
bylaws of the TC may be modified during the first five years
only upon the unanimous vote of all directors.

Beginning 36 months after the TC is formed, any holder of
10% of the voting shares may require that the TC register as

is necessary for any equity owner to sell its shares.

15
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n.

for the first 36 months of operation, the TC shall, subject if
necessary to the approval of the appropriate regulatory agencies,
enter into contracts with the transmission utilities which transfer
their facilities to the TC for the purpose of providing reasonable
and cost-effective operation, and maintenance services to the TC;
thereafter, the TC may continue to contract with each
transmission utility. At the end of the final contract period, the
provisions of Subsection 8 shall apply.

the TC shall have the authority to expand through the voluntary
purchase or acquisition of additional transmission facilities,
subject to the approval of the appropriate regulatory agencies;

the TC shall assume any obligations of transmission utilities that
transfer ownership of transmission facilities to the TC under
agreements to provide transmission service over their facilities
(e.g., certain joint-plant agreements), or credits for the use of certain
transmission facilities of transmission users (e.g., munis and coops
who currently receive facilities credits) as modified from time to time
by agreement of the TC with other parties to such agreements or by
regulatory agencies with lawful authority to modify such
agreements or credits;

the TC shall make whichever filings are necessary to commence
operation with service to begin by 11/1/2000; the TC shall be the
transmission service provider in the transmission area until the

MISO is operational;

16
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r.

the TC may not sell, transfer, or merge its assets with another
person, unless such assets are sold, transferred, or merged on an
integrated basis, and in a manner which insures that the
transmission facilities in the transmission area (i.e., EWU) are
planned, constructed, operated, maintained and controlled as a
single transmission system;

nothing in this section shall be interpreted to authorize or allow
the TC to bypass the distribution facilities of any electric utility or
to provide its services directly to any retail customer;

except as specifically prdvided in this section, the obligations of
any electric utility that has contributed its transmission facilities
to the TC to finance, build, maintain, or operate transmission
facilities shall terminate upon operation of the TC;

nothing in this section shall be interpreted to affect the right or
duty of an electric utility which is not in the transmission area
and which has not contributed its facilities to the TC from
constructing transmission facilities;

Section 200.01(2) is amended to exclude the TC from the definition -
of “public service corporation” (ie., issuance of securities by TC not
subject to prior PSC approval). Section 196.795(1)(g) and (h) are
amended to exclude the TC from the definition of a holding
company and forming a holding company. Because the TC is
primarily a FERC—jﬁrisdictional entity, the provisions of chapter
196 regarding rates, service, and accounting shall not apply to the

17
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408 TC. Any dividends from the TC or gain or profit from the sale or
409 disposition by transmission utilities of their securities in the TC
410 shall not be a credit against retail revenue requirements. Section
411 196.52 (affiliated-interest statute) is amended to provide an exclusion
412 for the sale or disposition by transmission utilities of their
413 securities in the TC, but affiliated-interest approval applies for
414 transactions (including service contracts) between transmission
415 utilitiesb and the TC.

416 6. If the independent system operator referred to above in sections (4) and
417 (5) does not commence operation, or ceases operation, the actions
418 referred to above in sections (4) and (5) and in sec. 196.485(3)(bm) shall
419 apply to the successor thereto, or if there is no successor, to any other
420 regional transmission organization approved or authorized by the federal
421 energy regulatory commission to operate in an area that includes the
422 state, provided that the public service commission shall ensure that a
423 condition of transfer of any public utility’s transmission facilities to
424 such regional transmission organization shall be that it meets the
425 standards of sec. 196.485 and complies with the other provisions of
426 chapter 196 of the statutes.

427 7. Sec. 76.28 of the statutes is amended as follows:

428 (d) “Gross revenues” for a light, heat and power company other than a
429 qualified wholesale electric company or a transmission company as
430 defined in sec. 196._____ means total operating revenues as
431 reported to the public service commission except revenues for

18
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(e)

interdepartmental sales and for interdepartmental rents . . . . For
a qualified wholesale electric company, “gross revenues” means
total business revenues from those businesses included under par.
(e)I. to 4. For a transmission company, “gross revenue” means
total operating revenues as reported to the public service
commission except revenues for transmission service over its
facilities provided to public utilities subject to the annual license
fee under Wis. Stats. 72.28(2)(c)(2) or to other electric utilities as
defined in chapter 196.

. . . including corporations described in s. 66.069(2) and including
Qualiﬁed wholesale electric companies and including transnﬁssion

companies as defined in sec. 196. and except only business

enterprises carrlied on exclusively either for the private use of

the ...

. . . hot water for heat, power or manufacturing purposes.

5. Transmitting electric current for light, heat or power.

(em) “Net production of electricity” means. . ..

2)
(e)

IMPOSITION . . .

for transmission companies, as defined in sec. 196._____, an
amount equal to the gross revenues, except revenues for
transmission service over its facilities provided to public utilities
subject to the annual license fee under Wi. Stat. 72.28(2)(c)(2) or
to other electric utilities as defined in chapter 196, multiplied by

the rates under par. (b) or (c).
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457
458
459
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470
471
472
473
474
475
476
477
478
479

Sec. 196.485(3)(bm) is amended to read:

Each of the transmission utilities in the transmission area that are
public utilities shall transfer control over their transmission facilities to
the MISO and shall elect with the TC, after it becomes operational, if
such transmission utilities have not transferred their transmission
facilities to the TC, to become part of a single zone within the MISO.
Such independent system operator shall ensure that the transmission
facilities in the transmission area are planned, constructed, operated,
maintain and controlled as a single system.

In the event of a lease, sale, or any other transfer of ownership or control
(hereinafter “Transaction”) of one, more, or all divisions, departments, or
business units, or any other operational unit (hereinafter “Unit”) of an
electric utility, a public utility, a public utility-affiliate or a non-utility
affiliate of a holding company, which Unit of the electric utility, public
utility, public-utility affiliate, or non-utility affiliate is engaged in
activities related to the production, generation, transmission, or
distribution of electricity, gas, or steam, or the recovery of energy from
waste materials (hereinafter “Selling Entity”) in this state, the terms of
the Transaction with the acquiring entity or person(s) shall require the
acquiring entity or person(s) to offer employment to a sufficient number
of the non-supervisory employees working in the Unit at the time of the
Transaction in order to operate and maintain the Unit. The acquiring
entity or person(s) must offer such employees employment at no less

than the wage rates and substantially equivalent fringe benefits and

20
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480 terms and conditions of employment (hereinafter “Employment Terms")
481 that are in effect at the time of the Transaction. The acquiring entity or
482 person(s) shall maintain the Employment Terms during the 30 months
483 following the Transaction unless different terms and conditions of
484 employment are collectively bargained.

485 If there is a Transaction of a Selling Entity’s Unit(s) in this state
486 to its majority-owned non-utility affiliate, the acquiring non-utility
487 affiliate shall continue to employ the Selling Entity’s non-supervisory
488 employees who were working in the Unit(s) at the time of the Transaction
489 under the same terms and conditions of employment existing at the time
490 of the Transaction, as described in the above paragraph.

491 Prior to approving any Transaction involving a public utility,
492 public-utility affiliate, or non-utility affiliate, the public service
493 commission shall first determine that the Employment Terms are in
494 place, as set forth above.

495 This section shall not apply to any Transaction involving activities
496 other than those related to the production, generatioﬁ, transmission, or
497 distribution of electricity, gas, or steam, or the recovery of energy from
498 waste materials.

499

500 Sec. 196.795(5)(i) is amended to read:
501 In its determination of any rate change proposed by a public utility affiliate
502 under s. 196.20, the commission:
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1. Shall consider the public utility affiliate as a wholly independent
corporation; and shall impute a capital structure to the public utility
affiliate and establish a cost of capital for the public utility on a

stand-alone basis.

Sec. 196.795(5)(t), Stats., is created to read:

If the commission determines that a public-utility affiliate or, for transmission,
the transmission company, is not making investments in its facilities sufficient
to ensure reliable electric service, the commission shall order the public utility
affiliate or transmission company to make adequate investments in its
facilities sﬁfﬁcient to ensure reliable service. Such order shall require that the
public-utility affiliate or transmission company provide sufficient security in a
form that is readily enforceable and satisfactory to the commission, and that is
sufficient to ensure that such investments are made expeditiously. The
commission shall allow the public-utility affiliate to recover in its retail electric

rates costs that are prudently incurred in complying with this subsection.
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519 II. PUBLIC BENEFITS

520

521 SeEcTION 1. Section 15.107(17) of the statute is created to read:

522 - SectioN 15.107(17) CounciL oN PUBLIC BENEFITS.

523 There is created a council on public benefits that is attached to the

524 department of administration under s. 15.03. The council shall consist of the

525 following 11 members serving 3-year terms:

526 (a) Two members selected by the Governor;

527 (b) Two members selected by the Senate Majority Leader;

528 (¢) One member selected by the Senate Minority Leader;

529 (d) Two members selected by the Aésembly Speaker:

530 (€) One member selected by the Assembly Minority Leader.

531 () One member selected by the secretary of the department of natural

532 resources.

533 (g) One member selected by secretary of the department of
534 administration.

535 (h) One member selected by the chairperson of the public service
536 commission.

537

538 SECTION 2. 20.005 (3) (schedule) of the statutes: at the appropriate

539 place, insert the following amounts for the purposes indicated:
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1999-00 2000-01

20.505(10) Utility public benefits board

(a)

(b)

LOW-INCOME ASSISTANCE, ENERGY CONSERVATION
AND EFFICIENCY AND RENEWABLE RESOURCES

(GENERAL PROGRAM OPERATIONS

SEcTION 3. 20.157 of the statutes is created to read:

20.505(10) Utility public benefits. There is appropriated to the

department of administration for the following programs:

(a) General program operations. From the utility public benefits fund,

the amounts in the schedule for general program operations.

(b) Low-income assistance grants. From the utility public benefits fund,

a sum sufficient for low-income assistance grants under s. 196.96 (2) (a).

(c) Energy conservation and efficiency and renewable resource grants.

From the utility benefits fund, a sum sufficient for energy conservation and

efficiency and renewable resource grants under s. 196.96 (2) (b) 1.

SEcTION 4. 25.17 (1) (x) of the statutes is created to read:
25.17 (1) (xm) Utility public benefits fund (s. 25.96);
SEcCTION 5. 25.96 of the statutes is created to read:

25.96 Utility public benefits fund. There is established a separate

non-lapsible trust fund designated as the utility public benefits fund,

consisting of the revenues received from public utilities under s. 196.374, the
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public benefits fees received under s. 196.96 (4) (a) and (5) (c) and (d), and
contributions received under s. 196.96 (2) (c) 4. and (d) 2.

SEcCTION 6. 196.374(4) of the statutes is amended to read:
Low-income assistance, energy efficiency and other programs.

(1) In this section “utility” shall mean a Class A gas or electric utility, as
defined by the commission, which is not a municipal utility or electric

cooperative.

(2) The commission shall determine the total amount which every such
utility expended in calendar year 1998 for programs designed to provide low-
income assistance (including uncollectibles and arrearages forgiveness), low-
income weatherization, energy conservation and efficiency, environmental
research and development, and renewable resources. The commission shall
allocate this total amount equitably among such utilities and permit every
such utility to continue to recover such amounts annually from its ratepayers.
The commission also shall develop a method by which such total amount is
gradually transferred to the utility public benefits fund over a period of three
years. The commission shall allow each utility the option of continuing to use
through calendar year 2000 the monies it is currently recovering to administer
its existing energy conservation and efficiency programs. Nothing in this
section is intended to prohibit a utility from involvement in the activities
described in this subsection, provided that it is complying with its duties under
secs. 196.374 and 196.196(4).
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(3) If the department of administration decreases the amount of funding
required for such programs as provided in s. 196.96, the commission shall
make a pro rata decrease in the amount determined under this section.

SEcTION 7. 196.378 of the statutes is created to read:

196.378 Renewable resources. (1) DeriniTiONs. In this section:

(a) “Biomass” means a resource that derives energy from wood or plant
material or residue, biological waste, crops grown for use as a resource or
landfill gases. “Biomass” does not include garbage, as defined in s. 289.01 (9),
or non-vegetation-based industrial, commercial or household waste, except
that “biomass” does include refuse-derived fuel used for a renewable facility in

this state that was in service before January 1, 1998.

(b) “Conventional resource” means a resource that derives energy from
coal, oil, nuclear power or natural gas, except for natural gas used in a fuel

cell.

(c) “Electric provider” means an electric utility or retail electric
cooperative.

(d) “Electric utility” means a public utility that sells eleétricity at retail,
provided that a public utility is not considered to sell electricity at retail solely
by owning or operating a retail electric distribution system.

(e) “Excludable renewable energy” means the portion of an electric

provider’s total renewable energy that is supplied from renewable facilities that

were placed in service before January 1, 1998, and that, before January 1,
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1998, derived electricity from hydroelectric power, even if the outpuf of such

facilities is used to satisfy the requirements of federal law.

(f) “Nonsystem fenewable energy” means the amount of electricity that
an electric provider sells to its retail customers and that is supplied or
allocated by a wholesale supplier under executed wholesale purchase contracts
from renewable facilities that are not owned or operated by the electric
provider. “Nonsystem renewable energy” does not include any electricity that is

not used to satisfy the electric provider’s retail load obligations.
(g “Renewable resource” means any of the following:
1. A resource that derives electricity from any of the following:

a. A fuel cell that uses, as determined by the

commission, a renewable fuel.
b. Tidal or wave action.
c. Solar thermal electric or photovoltaic energy.
d. Wind power.
€. Geothermal technology.

f. Hydroelectric power with a capacity of less than 60
MW.

g. Biomass.

2. Any other resource, except a conventional resource, that the
commission designates as a renewable resource in rules promulgated under

sub. (4) (a).
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(h) “Renewable facility” means an installed and operational electric
generating facility in which energy is derived from a renewable resource.
Renewable facility includes a facility the installation or operation of which is
required by federal law, but does not include a facility the installation or
operation of which is required under the laws of another sfate, even if such

facility is required by federal law.

(i) “Renewable resource credit” means a credit calculated in accordance

with rules promulgated under sub. (3) (a).
() “Resource” means a source of electric power generation.

(k) “Retail electric cooperative” means a cooperative association
organized under ch. 185 that sells electricity at retail to its members only,
provided that a retail electric cooperative is not considered to sell electricity at

retail solely by owning and operating a retail electric distribution system.

() “System renewable energy” means the amount of electricity that an
electric provider sells to its retail customers and that is supplied by renewable
facilities owned or operated by the electric provider.

(m) “Total renewable energy” means the sum of an electric provider's
system and nonsystem renewable energy.

(2) RENEWABLE RESOURCE ENERGY. (a) Each electric provider shall provide
its retail customers total renewable energy from renewable resources in at least
the following percentages of its total retail energy sales, either directly or

through renewable resource credits from another electric provider:

1. By December 31, 2000, .5%.
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2. By December 31, 2002, .85%.
3. By December 31, 2004, 1.20%.
4. By December 31, 2006, 1.55%.
5. By December 31, 2008, 1.9%.

6. By December 31, 2010, 2.2%.

This subsection shall not apply to an electric provider that
provides more than 10% of its summer peak demand (expressed in MW) in this
state from renewable facilities in this state, or to an electric provider that
provides more than 10% of the summer peak demand (expressed in MW) on its
system from renewable facilities. For purposes of this exemption, the electric
provider may count renewable facilities that it owns and power purchases from
renewable facilities, whether or not located in this state and whether or not
located on its system. The electric provider shall file documentation with the
public service commission in support of this exemption. If the commission
determines that an electric provider does not meet this standard, the provider
shall be subject to this subsection.

Total retail energy sales shall be determined by calculating a three-
year rolling average of the electric provider’s retail energy sales in this state.

The amount of electricity supplied by a renewable facility in which
biomass and conventional fuels are fired together is equal to the product of the
maximum amount of electricity the facility is capable of generating and the
ratio of the British thermal unit content of the biomass fuels to the British

thermal unit content of both the biomass and conventional resource fuels.
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Any excludable renewable energy that exceeds .6% of an electric
provider’s total retail energy sales shall be excluded from the electric provider’s

total renewable energy.

(b) On April 15 of each year, the electric provider shall provide the

department of administration a report of its compliance with par. (a) including

‘reasonable documentation as required by the department. The department

shall accept certification from wholesale providers concerning the sources and

amounts of energy supplied to the electric provider in the previous year.

(c) An electric provider may recover its costs of providing energy from
renewable sources from its customers, including the costs of exceeding the
levels specified in 2(a). An electric utility shall have the option of recovering
these costs from its customers through any combination of the following
subject to approval of the commission if necessary: (1) allocating costs equally
(on a per kWh basis) to all customers; (2) selling the power under a green
pricing program or programs; and (3) other pricing structures.

(3) RENEWABLE RESOURCE CREDITS.

(a) An electric provider that has energy from renewable resources that is
more than the renewable resource energy requirement specified in sub. (2) (a) 1.
to 6. for the applicable year may sell to any other electric provider a renewable '
resource credit or a portion of a renewable resource credit at any price
negotiated between them. Alternatively, the electric provider may carry forward

these credits for use in future years. The commission shall promulgate rules
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that establish procedures for calculating the amount of a renewable resource

credit.

(b) The commission may promulgate rules that establish requirements

and procedures for a sale under par. (a).
(4) RuLes. The commission may promulgate rules that designate a

resource, except for a conventional resource, as a renewable resource in
addition to the resources specified in sub. (1) (g) 1.

(5) PENALTY. Any electric provider that fails to comply with sub. (2)
(a)-(c) shall forfeit no less than $5,000 nor more than $500,000. Any energy
supplier that incorrectly certifies the sources of its energy as renewable shall be
subject to the same penalty. Forfeitures under this subsection shall be
enforced by action on behalf of the state by the attorney general. A court
imposing a forfeiture under this subsection shall consider all of the following

in determining the amount of the forfeiture:

(a) The appropriateness of the forfeiture to the volume of business of the

electric provider.
(b) The gravity of the violation.

(c) Whether or not failure to comply is due to force majeure or

circumstances entirely beyond the control of the electric provider.
SECTION 8. 196.96 of the statutes is created to read:
196.96 Utility public benefits. (1) DerFiNITIONS. In this section:

(a) “Council” means the utility public benefits council created in

s. 15.107(17).

31



720
721
722

724
725
726

727

728
729
730
731
732
733

734
735
736

737

738
739
740

Confidential June 7, 1999

(b) “Commitment to community program” means a program by a
municipal utility or retail electric cooperative for low-income assistance or an
energy conservation or load management program by a municipal utility or
retail electric cooperative.

(c) “Customer application of renewable resources” means the generation
of electricity from renewable resources that takes place on the premises of a

customer of an electric provider.
(d) “Department” means the department of administration.

(e) “Division of housing” means the division of housing in the

department of administration.

(f) “Electric provider” means an electric utility or retail electric

cooperative.

(g) “Electric utility” means a public utility that owns or operates a retail
distribution system.

(h) “Energy éonservation program” means a program for reducing the
demand for natural gas or electricity or improving the efficiency of its use
during any period.

(i) “Fiscal year” has the meaning given in s. 655.001 (6).

() “Local unit of government” means the governing body of any county,
city, town, village or county utility district or the elected tribal governing body

of a federally recognized American Indian tribe or band.
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(k) “Low-income assistance” means assistance to low-income
households for weatherization and other energy conservation services, payment

of energy bills, and early identification and prevention of energy crises.

(1) “Low-income household” means any individual or group of individuals
in this state who are living together as one economic unit and for whom
residential electricity is customarily purchased in common or who make
undesignated payments for electricity in the form of rent, and whose household
income is not more than 150% of the poverty line as determined under 42 USC

9902 (2).

(m) “Low-income need” means the amount obtained by subtracting from
the total low-income energy bills in a fiscal year the product of 2.2% of the
estimated average annual income of low-income households in this state in
that fiscal year multiplied by the estimated number of low-income households
in this state in that fiscal year.

(n) “Low-income need percentage” means the percentage that results
from dividing an amount equal to the sum of the total amounts received by the
department for low-income funding from the federal government under 42 USC
6861 to 6873 and 42 USC 8621 to 8629 in federal fiscal year 1997, public
benefit fees established for 1999-2000 under 196.96(4)(c)1, the total amounts
expended by public utilities under 196.374, and 50% of the public benefits fees
charged by municipal utilities and‘ retail electric cobberatives by the amount of

low-income need in fiscal year 1998-99.
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(o) “Low-income need target” means the product of the low-income need

percentage multiplied by low-income need in a fiscal year.

(p) “Municipal utility” means an electric utility that is owned wholly by

a municipality and that owns a retail distribution system.
(@ “Renewable resource” has the meaning given in s. 196.378 (1) (g).

(r) “Retail capacity” means the total amount of electricity that an
electric provider is capable of delivering to its retail customers and that is
supplied by electric generating facilitiecs owned or operated by the electric
provider or any other person. “Retail capacity” does not include any electricity
that is not used to satisfy the electric provider’s retail load obligations.

(s) “Retail electric cooperative” means a cooperative association that is
organized under ch. 185 for the purpose of providing electricity at retail to its

members only and that owns and operates a retail distribution system.
(t) “Total low-income energy bills” means the total estimated amount

that all low-income households are billed for residential electricity, natural gas
and heating fuel in a fiscal year.

(uj “Wholesale electric cooperative” means a cooperative association
organized under ch. 185 for the purposes of providing electricity at wholesale to
its members only.

(v) “Wholesale supply percentage” means the percentage of a municipal
utility’s or retail electric cooperative’s retail capacity in a fiscal year that is

supplied by a wholesale electric supplier.
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(w) “Wholesale electric supplier” means a wholesale electric cooperative
or a municipal electric company, as defined in s. 66.073 (3) (d), that supplies

electricity at wholesale to a municipal utility or retail electric cooperative.
(2) DeparRTMENT DUTIES. The department shall do all of the following:

(a) Low-income programs. In consultation with the council, and after
the council holds a hearing, establish programs to be administered by the
division of housing for awarding grants from the appropriation under s.
20.505(10)(c) to provide low-income assistance. In each fiscal year, the amount
awarded under this paragraph in grants for weatherization and other energy
conservation services must be sufficient to equal 47% of the sum of all monies
spent for low income programs established under s. 196.374, this paragraph,
monies received from the federal government under 42 USC 6861 to 6873 and
42 USC 8621 to 8629 in a fiscal year and 50% of the monies collected under s.
196.96(5).

(b) Energy conservation and efficiency and renewable resource programs.

1. Subject to subd. 2., in consultation with the council, and after

the council holds a hearing, establish programs for awarding grants from the
appropriation under s. 20.505(10)(d) for each of the following:

a. Proposals for providing energy conservation or efficiency
services. In awarding grants under this subdivision, the department shall give
priority to proposals directed at the sectors of energy conservation or efficiency
markets that aré least competitive and at promoting environmental protection,

electric system reliability or rural economic development. In each fiscal year,
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1.75% of the appropriation under s. 20.505(10)(d) shall be awarded in grants
for research and development proposals regarding the environmental impacts of
the electric industry.

b. Proposals for encouraging the development or use of
customer applications of renewable resources, including educating customers
about renewable resources or encouraging uses of renewable resources by
customers or encouraging research technology transfers. In each fiscal year,
the department shall ensure that 4.5% of the appropriation under sec.

20.505(10)(d) shall be awarded in grants under this subdivision.

2. For each fiscal year after 2003-2004, in consultation with the
council, determine whether to continue, discontinue or reduce any of the
programs established under subd. 1. and determine the total amount necessary
to fund the programs that the department determines to continue or reduce

under this subdivision.

() Rules. In consultation with the council, promulgate rules

establishing all of the following:

1. Eligibility requirements for low-income assistance under
programs established under par. (a). The rules shall prohibit a person who
receives low-income assistance from a municipal utility or retail electric
cooperative under a program specified in sub. (5) (d) 2. b. or 3. a. from receiving

low-income assistance under programs established under par. (a).

2. Requirements and procedures for applications for grants

awarded under programs established under par. (a) or (b) 1.
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2m. Criteria for the selection of proposals by the corporation
specified in sub. (3) (b).

2n. Criteria for determining whether or not to continue,
discontinue, or reduce any of the programs established under 196.96(2)(b)1
after 2003-2004. The rules shall require that the department determine
whether the need for any such program is being effectively met by the private-
sector market and, if so, that the department discontinue or reduce such
program.

3. Requirements for electric utilities to allow customers to
include voluntary contributions to assist in funding a commitment to
community program or a program established under par. (a) or (b) 1. with bill
payments ‘for electric service. The rules may require an electric utility to
provide a space on an electric bill in which a customer may indicate the
amount of a voluntary contribution and the customer’s preference regarding
whether a contribution should be used for a program established under par. (a)
or (b) 1. a. or b. The rules shall establish requirements and procedures for
electric utilities to pay to the department any voluntary contributions included
with. bill payments and to report to the department customer preferences
regarding use of the contributions. The department shall deposit all
contributions received under this paragraph in the utility public benefits fund.

4. A method for estimating total low-income energy bills,
average annual income of low-income households and the number of
low-income households in a fiscal year for the purpose of determining the

amount of low-income need in the fiscal year.
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(d) Other duties. In consultation with the council, the department shall:

1. For each fiscal year after 1998-99, determine the low-income

need target for that fiscal year.

2. Encourage customers to make voluntary contributions to assist
in funding the programs established under pars. (a) and (b) 1. The department
shall deposit all contributions received under this paragraph in the utility
public benefits fund.

3. Deposit all moneys received under sub. (4) (a) or (5) (c) or (d) in

the utility public benefits fund.

4. Conduct an independent audit annually and report to the
legislature concerning (1) the level of program expenses incurred by the
departrhent, other agencies, and fund recipients; (2) the effectiveness of the
programs under sec. 2(a) in providing assistance to low-income persons, (3) the
effectiveness of the programs under sec. 2(b) in reducing the demand for
electricity and increasihfg the use of customer-owned renewable resources, and
(4) any other issue identified by the governor, speaker, or majority leader of the

senate.

(8) ConTRACTS.

(a) The division of housing shall, on the basis of competitive bids,
contract with community action agencies described in s. 46.30 (2) (a) 1.,

nonstock, nonprofit corporations organized under ch. 181 or local units of

government to provide services under the programs established under sub. 2)

(a).
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(b) The department shall, on the basis of competitive bids, contract with
a nonstock, nonprofit corporation organized under ch. 181 to administer the

programs established under sub. (2) (b) 1., including soliciting proposals,

processing grant applications, selecting, based on criteria specified in rules
promulgated under sub. (2) (c) 2m., proposals for the department to make

awards and distributing grants to recipients.

(¢) In selecting proposals and awarding contracts under 2(b), the
department shall not disqualify, penalize, or discriminate against any electric

provider or its affiliate or against any wholesale electric supplier or its affiliate.
(4) ELECTRIC UTILITIES.

(a) Requirement to charge public benefits fees. Each electric provider,
except for a municipal utility or a retail electric cooperative, shall charge each
customer a public benefits fee in an amount established in rules promulgated
by the department under par. (b). An electric utility, except for a municipal
utility, shall collect and pay the fees to the department in accordance with the

rules promulgated under par. (b).

(b) Rules. In consultation with the council, the department shall
promulgate rules that establish the amount of a public benefits fee under par.
(a). The fees (1) may vary by class of customer, but shall be uniform within
each class, (2) shall not be based on Kwh consumption of electricity by a
customer, (3) shall be allocated so as not to recover more than 30% of the total
fees from non-residential customers, and 70% of the total fees from residential

customers, recognizing that programs of the departnient are intended to benefit
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primarily residential customers, (4) shall include the electric utility’s
reasonable and prudent expenses of administering such programs, and (5) shall
be included in the customer’s regular monthly bill, provided that the utility

notify its customers annually of the amount of and benefits from such fees.

(c) Amount of public benefits fees. A fee established in rules promulgated
under par. (b) shall satisfy each of the following:

1. ‘Low-income funding.’ In fiscal year 1999-2000, a portion of the
fee shall be an amount which, when added to 50% of the estimated public
benefits fees charged by municipal utilities and retail electric cooperatives
under sub. (5)(a) for that fiscal year, shall equal $27,000,000. In each fiscal
year after 1999-2000, the amount received by the department from this portion
of the public benefits fees, from public utilities under s. 196.374, and from the
federal government under 42 USC 6861 to 6873 and 42 USC 8621 to 8629,
when added to 50% of the estimated public benefits fees charged by municipal
utilities and retail electric cooperatives under sub. (5)(a), shall be sufficient to
meet the low-income need target determined by the departinent under sub.
)@ 1.

2. ‘Energy conservation and efficiency and renewable resource
funding.” For fiscal year 1999-2000, a portion of the public benefits fee shall be
an amount which, when added to 50% of the estimated public benefits fees
charged by municipal utilities and retail electric cooperatives under sub. (5)(a)
for that fiscal year, shall equal $20,000,000. For each fiscal year after 2002-
2003, if the department determines to discontinue or reduce a program, this

amount shall be reduced accordingly.
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3. ‘Public benefits fee limitation.’ For the period beginning on the
effective date of this subdivision ... [reviser inserts date], and ending on June
30, 2008, the total increase in a customer’s electric bills that is based on the
requirement to pay public benefits fees, including the costs of electric utilities
for administering the programs under the Act, may not exceed 3% of the total
of every other charge for which the customer is billed for that period or $750

per month, whichever is less.

(5) MUNICIPAL UTILITIES AND RETAIL ELECTRIC COOPERATIVES. (a) Requirement to
charge public benefits fees. Each retail electric cooperative and municipal
utility shall charge a monthly public benefits fee to each customer or member
in amount that is sufficient for the retail electric cooperative or municipal
utility to collect an annual average of $17 per meter. A retail electric
cooperative or municipal utility may determine the amount that a particular
class of customers or members is required to pay under this paragraph and may

charge different fees to different classes of customers or members.

(am) Public benefits fee Umitation. Notwithstanding par. (a), for the period
beginning on the effective date of this paragraph .... [revisor inserts date], and
ending on June 30, 2008, the total increase in a customer’s or member’s
electric bills that is based on the requirement to pay public benefits fees may
not exceed 3% of the total of every other charge for which the member or

customer is billed for that period or $750 per month, whichever is less.
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(b) Election to contribute to department programs.

1. No later than the first day of the 12th month beginning after
the effective date of this subdivision ... [reviser inserts date], each municipal
utility or retail electric cooperative shall notify the department whether it has
elected to contribute to the programs established under sub. (2) (a) or (b) 1. for

a 3-year period.

2. No later than every 3rd year after the date specified in subd. 1.,
each municipal utility or retail electric cooperative shall notify the department
whether it has elected to contribute to the programs established under sub. (2)
(@) or (b) 1. for a 3-year period. |

(c) Full contribution. If a municipal utility or retail electric cooperative
elects under par. (b) 1. or 2. to contribute to the programs established both
under sub. (2) (a) and under sub. (2) (b) 1., it shall pay, except as provided in
par. (dm), 100% of the public benefits fees that it charges under par. (a) to the
department in each fiscal yeaf of the 3-year period for which it has made the

election.

(d) Partial contributions and commitment to conimunity spending. A
municipal utility or retail electric cooperative not specified in par. (c) shall do
one of the following;:

1. If the municipal utility or retail electric cooperative elects to
contribute only to the programs established under sub. (2). (a), the municipal
utility or retail electric cooperative shall, in each fiscal year of the 3-year period
for which it elects tc; contribute under par. (b) 1. or 2., do all of the following:
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a. Except as provided in par. (dm), pay no less than 50% of
the public benefits fees that it charges under par. (a) to the department.

b. Spend no less than 50% of the public benefits fees that it
charges under par. (a) on energy conservation programs.

2. If the municipal utility or retail electric cooperative elects to
contribute only to the programs established under sub. (2) (b) 1., the municipal
utility or retail electric cooperative shall, in each fiscal year of the 3-year period
for which it elects to contribute under par. (b) 1. or 2., do all of the following:

a. Except as provided in par. (dm), pay 50% of the public
benefits fees that it charges under par. (a) to the department.

b. Spend no less than 50% of the public benefits fees that it
charges under par. (a) on programs for low-income assistance.

3. If the municipal utility or retail electric cooperative elects not
to contribute to any of the programs established under sub. (2) (a) or (b) 1., the
municipal utility or retail electric cooperative shall, in each fiscal yeaf of the
3-year period for which it elects not to contribute under par. (b) 1. or 2., do all

of the following;:

a. Spend no less than 50% of the public benefits fees that it
charges under par. (a) on programs for low-income assistance.

b. Spend no less than 50% of the public benefits fees that it
charges under par. (a) on energy conservation programs.

(e) Wholesale electric supplier credit. If a wholesale electric supplier has

established a program for low-income assistance, or an energy conservation
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program, a municipal utility or retail electric cooperative that is a customer of

the wholesale electric supplier may do any of the following:

1. Include an amount equal to the product of the municipal
utility’s or retail electric cooperative’s wholesale supply percentage and the
amount that the electric supplier has spent on low-income assistance in a
fiscal year in calculating the amount that the municipal utility or retail
electric cooperative has spent on low-income assistance in that fiscal year

under par. (d) 2. b. or 3.a.

2. Include an amount equal to the product of the municipal
utility’s or retail electric cooperative’s wholesale supply percentage and the
amount that the electric supplier has spent on energy conservation programs
or customer applications of renewable resources in a fiscal year in calculating
the amount that the municipal utility or retail electric cooperative has spent

on energy conservation programs under par. (d) 1. b. or 3. b.

(f) Joint programs. Municipal utilities or retail electric cooperatives may
establish joint commitment to community programs, except that each
municipal utility or retail electric cooperative that participates in a joint
program is required to comply with the spending requirements under par. (d).

(g) Reports.

1. For each fiscal year, each municipal utility and retail electric
cooperative that does not pay 100% of the public benefits fee that it charges
under par. (a) to the department under par. (c) shall file a report with the

department of administration that describes each of the following:
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a. An accounting of public benefits fees charged to
customers or members under par. (a) in the fiscal year and expenditures on
commitment to community programs under par. (d), including any amounts
included in the municipal utility’s or retail electric cooperative’s calculations
under par. (e).

b. A description of commitment to community programs
established by the municipal utility or retail electric cooperative in the fiscal

year.
2. The department shall maintain reports filed under subd. 1. for
at least 6 years.

SecTtioN 9. Nonstatutory provisions.

(1) InrmiaL APPOINTMENTS. Notwithstanding the length of the term specified
in section 15.107(17) of the statutes, as created by this act, the initial
members of the council on public benefits shall be appointed for the following
terms:

(a) One of the members under section 15.107(17)(a), one of the

members under section 15.107(17)(b), and one of the members under s.

15.107(17)(d), for terms expiring on May 1, 2003.

(b) One of the members under section 15.107(17)(a), the member
under section 15.107(17)(c), the member under section 15.107(17)(c), and the

members under Section 15.107(17)(e) and (f), for terms expiring May 1, 2002.
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(c) One of the members under section 15.107(17)(a), one of the
members under section 15.107(17)(b), and one of the members under section
15.107(17)(d), for terms expiring on May 1, 2001.

(2) PusLic SERVICE COMMISSION RULES.

(a) Using the procedure under section 227.24 of the statutes, the
public service commission shall promulgate the rules required under section
196.378 (3) (a) and (4) (b) and (c) of the statutes, as created by this act, for the
period before the effective date of the permanent rules promulgated under that
section, but not to exceed the period authorized under section 227.24 (1) (c)
and (2) of the statutes. Notwithstanding section 227.24 (1) and (3) of the
statutes, the commission is not required to make a finding of emergency.

(b) The public service commission shall submit in proposed form
the rules required under section 196.378 (3) (a) and (4) (b) and (c) of the
statuteé, as created by this act, to the legislative council staff under section
227.15 (1) of the statutes no later than the first day of the 6th month
beginning after the effective date of this paragraph.

(3) DEPARTMENT OF ADMINISTRATION BOARD RULES.

(a) Using the procedure under section 227.24 of the statutes, the
department of administration shall promulgate the rules required under
section 196.96 (2) (c) and (4) (b) of the statutes, as created by this act, for the
period before the effective date of the permanent rules promulgated under that

section, but not to exceed the period authorized under section 227.24 (1) (c)
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and (2) of the statutes. Notwithstanding section 227.24 (1) and (3) of the
statutes, the department is not required to make a finding of emergency.

(b) The department of administration shall submit in proposed
form the rules required under section 196.96 (2) (c) and (4) (b) of the statutes,
as created by this act, to the legislative council staff under section 227.15 (1) of
the statutes no later than the first day of the 6th month beginning after the

effective date of this paragraph.
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III. CFC WHITE PAPER

Sec. 196. of the statutes is created to read:

(1) Transmission facilities constructed to increase the transmission import
capability into the state shall use existing rights-of-way wherever
practicable. The routing and design of such facilities should minimize
environmental impacts consistent with achieving reasonable electric

rates.

(2) None of the provisions of sec. 196.494 shall be interpreted to waive or
limit any of the provisions of sec. 196.491 (CPCN) or sec. 1.11 (WEPA).

Sec. 196.491(3g) of the statute is created to read:

The public service commission shall not approve an application under this
section for construction of any new high-voltage 345 kV or higher transmission
facility in this state withoﬁt first finding that wholesale and retail customers
in the state will gain benefits in the form of usage, service, or' increased
regional reliability from such facility that are reasonable in relation to its

costs.

Sec. 196.026 of the statutes is created to read:

The commission shall promulgate rules establishing requirements and
procedures for the preparation and review of environmental impact statements

consistent with sec. 1.11 (WEPA). The rules shall, at a minimum:
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(1)

(2)

3)

Establish standards for when an environmental impact statement

must be prepared.
Provide adequate time to comment and be heard on environmental

impact statements.

Establish timetables that permit thorough review of environmental
issues and the processing of dockets without undue delay in view

of the need for additional transmission capacity.

Sec. 196.491(3h) of the statutes is created to read:

(a)

(b)

(c)

The PSC shall condition approval under sec. 196.491(3), Stats., of
any high-voltage 345 kV or higher transmission facility upon
payment of a transmission facility impact fee by the owner of the
transmission facility to the local governmental units through
which the new facilities are routed. Such fee shall be the same as
the payments towns receive pursuant to sec. 79.04(1), Stats., for
generation facilities located within their boundaries (ie., 3 mills).
Such impact fees shall be allocated to each locél unit of

government where the transmission facilities are located.

This section first applies to approvals granted to applications filed
after April 1, 1999.

The department of administration shall distribute such fees in

accordance with sec. 16.397, Stats.
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Sec. 16.397 of the statutes is created to read:

The department shall distribute the transmission facility impact fees to the

local units of government identified by the public service commission in orders

issued pursuant to sec. 196.491(3h), Stats.

Sec. 196.491(3i) of the statutes is created to read:

(1)

(2)

(3)

4)

The commission shall condition approva;l under sec. 196.491(3) of
any new 345 kV or higher transmission facility upon payment by
the owner of such facility of an environmental impact fee
equivalent to 5% of the cost of the transmission facility as

determined by the commission in the proceeding under sec.

196.491(3).

An owner subject to this subsection shall pay such amount to the
department of administration which shall distribute such fees in
accordance with sec. 16.395.

Payments made under this section may not be used to offset any

other required mitigation measures for the facility.

This section first applies to approvals granted to applications filed
after April 1, 1999.
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Sec. 16.395 is created to read:

(1)

(2)

3)

From the fees collected pursuant to sec. 196.491(3i), the

department shall distribute funds to the counties and other units

of local government through which a 345 kV or higher
transmission line is routed, with 50% distributed to the counties
and 50% to other affected municipalities, and allocated in
proportion to the amount of investment in each county and
municipality.

Funds received under this section shall be used by the affected
counties and municipalities for park, conservancy, wetland

restoration and similar environmental offset projects.

Fees paid under 196.491(3h) and (3i) shall be recoverable by the
owner as reasonably incurred expenses of providing transmission

service.

Sec. 14.036 of the statutes is created to read:

m

Subject to the requirements of sec. (2). the governor may, on behalf
of the state, enter into a Regional Transmission Need and Siting
Compact with one or more states in the upper Midwest to create a
joint process to determine the need for and siting of regional
electric transmission facilities that will affect electric service in

this state.
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(2) The Regional Transmission Need and Siting Compact shall require:

(a) compliance with each state's environmental and siting

standards for electric transmission facilities, and

(b) provide for a regional need determination and a mechanism

to resolve siting conflicts between states.

Sec. 196.494 of the statutes is amended to read:

(3) The commission shall, under this subseétion, issue an order
requiring a public utility to construct or procure, on a competitive
basis, the construction of transmission facilities specified by the
commission in its order if the commission determines that such
construction is necessary to relieve a constraint on a transmission
system and the construction will materially benefit the customers
of the public utility or other electric utilities or of an independent
system operator, as defined in s. 196.485(1)(d), or independent

transmission owner, as defined in s. 196.485(1)(dm).

Sec. 196.026 of the statutes is created to read:

The commission, the department of administration, and the department of

revenue shall develop and implement a program of incentives for the
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1173 development of high-efficiency, small-scale generating facilities in the state
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that:

(1)

(2)

provide benefits in the form of support for the transmission and
distribution system, power quality and environmental performance;

and

employ such technologies as combined heat and power systems,
fuel cells, microturbines, and photovoltaic systems which can be

situated in, on, or next to buildings or other electric load centers.

Sec. 196.____ of the statutes is created to read:

(1)

The commission shall contract with an expert economic
consultant to conduct a study on the potential of horizontal
market power (including generation market power) to frustrate the
creation of an effectively competitive retail electricity market in the
state and to make recommendations on measures tb eliminate
such market poWer on a sustainable basis. For each
recommendation, the Study shall include an assessment of the
effect on utility workers and shareholders, and on rates for each
class of customer. Such study shall include an evaluation of the
impact of transmission constraints on generation market power in

local areas.
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(2)

No later than January 1, 2001, the commission shall submit a
report on the results of the study to the legislature in the manner

provided in s. 13.172(2).

Sec. 196.20(4t) of the statutes is created to read:

(a)

Nothing in secs. 196.20, 196.21, 196.22, 196.37, 196.60 and
196.604 prohibits the commission from approving and, subject to
approval of the commission, each investor-owned public utility
shall, no later than March 1, 2000, file with the commission retail
rates that result in customers receiving market-based
compensation for voluntary interruptions of firm load during peak

periods of electric use.

Sec. 196.___ of the statutes is created to read:

(1)

Nothing in secs. 196.20, 196.21.. 196.22, 196.37, 196.60 and
196.604 prohibits the commission from approving and, subject to
approval of the commission, each investor-owned public utility,
shall file with the commission no later than March 1, 2000 new
market-based pricing options and shall develop options for
individual contracts for retail customers that will allow them,

through service from their existing utility, to receive market
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benefits and to take market risk for their capacity and energy
purchases.
(2) The commission shall approve market-based rates that are

consistent with market-based pricing and individual contract

options established under sec. 1.

(3) Market-based pricing and individual contract options developed
under this section, and market-based rates, shall be designed so

that other customers and utility shareholders are not harmed.

(4) Other electric public utilities may, subject to the approval of the

commission, implement the options set forth in this section and in

sec. 196.20(4t).

Sec. 196.____ of the statutes is created to read:

The commission shall promﬁlgate rules requiring electric utilities to report as
reasonably necessary on their current reliability status, including operating
reserves, planning resefves, available transmission capacity, and outage status
of major units and transmission lines. Such reports shall be open to public
inspection, except that public disclosure may be delayed for a reasonable time
if the commission finds that such disclosure will adversely affect the supply
and price of energy in the state.
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IV. OTHER PROVISIONS

Section 285.__ is created to read:

In establishing nitrogen oxides emission reductions for control of atmospheric
ozone in another state pursuant to a call for a state implementation plan,
issued prior to the effective date of this Act, the department shall not in a state
implementation plan, by rule, or through the adoption of control strategies
regulate nitrogen oxide emissions from generation facilities which are located
in Ashland, Barron, Bayfield, Buffalo, Burnett, Chippewa, Clark, Douglas,
Dunn, Eau Claire, Iron, Jackson, La Crosse, Monroe, Pepin, Pierce, Polk, Price,
Rusk, Sawyer, St. Croix, Taylor, Trempeleau, Vérnon, and Washburn counties.
The department shall not, és a result of this subsection, require nitrogen
oxides emission reductions that are more stringent for any other electric utility
or large industrial core sources in this state identified by the environmental

protection agency.

Section 196.485(2)(c) is amended to reference new sec. 2(ar); and new sec. 2 (ar)

is created to read:

(ar) The commission shall waive the requirement to issue an order under par.
(a) for a transmission utility upon a showing by the transmission utility to the
commission’s satisfaction that a transfer to an independent system operator
which has been accepted for filing with conditions by the federal energy

regulatory commission and had members in the state prior to 12/31/98 would
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have the effect of jeopardizing the tax-exempt status of the utility or its
securities under the Internal Revenue Code of 1986. Such waiver shall be
effective only until such tax questions have been resolved in a manner which
permits compliance with the requirement without having the effect of

jeopardizing tax-exempt status under the Internal Revenue Code of 1986.

Increase the total funding level for intervenor financing in sec. 20.155(1)(j) from

$500,000 to $750,000.

Section 196.31(1) is amended to read:

(1) in any proceeding before the commission, the commission shall
compensate any participant in the proceeding who is not a public utility,
for some or all of the reasonable costs of participation in the proceeding

- if:
(@) The participation is necessary to provide for the record an adequate
presentation of a significant position in which the participant has
a substantial interest, and that an adequate presentation would

not occur without a grant of compensation; or

(b) The participation has provided a significant contribution to the
record and has caused a significant financial hardship to the

participant.

57



6/12/99 CONFIDENTIAL
PLEASE DELIVER IMMEDIATELY

To: Mark Kunkel, LRB
From: Lee Cullen, CWPB
Re: Additional mark-ups of LRB-3150/2

These comments supplement those provided to you on 6/11.

1. p. 27, I. 18. Change "subject to the approval of the commission” to
"subject to any approval of the commission that is necessary" (as we did
with green pricing (p. 32, I. 20)).

2. p. 38, 1. 20 to p. 39, I. 4. Delete and replace with the following:

If the Midwest independent system operator has failed to commence
operations or has ceased operations, the requirements of this
section that apply to the Midwest independent system operator shall
apply to any other independent system operator or regional
transmission organization that is authorized under federal law to
operate in this state. The commission shall require that any transfer
of transmission facilities to such independent system operator or
regional transmission organization satisfies the requirements of

this section.

This implements the language of the 6/7 drafting instructions, p. 18, I.
416-426. Regional transmission organization (RTO) is a defined FERC
term (see recent FERC NOPR on RTOs). An ISO is one form of RTO, but there
are others. We intended to be broad rather than narrow in our description

of a successor organization.

3. p. 40, |. 13. Change "independent system operator" to "independent
system operator or regional transmission organization.”.

4, p. 41, |. 6. Change "take other actions related to operating a control
area" to "operating a control area." 6/7, p. 6, |. 129.

5. p. 45, |. 1-2. Change "become part of a single zone for pricing purposes
within the MISO" to "become part of the single zone for pricing purposes



within the MISO and the phase-in plan set forth in sec. 196.485(3m)4." See
p. 41, I. 12-25. This is to insure that we are referring to the same single
zone and the same phase-in plan.

6. p. 42, I. 23. Change "employes or independent contractors" to "directors,
employes or independent contractors." This is what we were trying to get
at in the original language.

7. p. 45, 1. 25. Change "has become a member of the MISO and has
committed" to "has become a member of the MISO, has agreed to transfer
its transmission facilities to the MISO, and has committed." One can
become a member of the MISO without agreeing to transfer facilities. We
obviously intended both membership and transfer.

8. p. 48, I. 15. Change “transfer ownership of its transmission facilities to
the transmission company" to "contribute its facilities to the
transmission company as provided in sec. 196.485(5)." See p. 34, p. 16 and
p. 45, I. 4 et seq.

With regard to the comments from the Legislative Council received
yesterday from John Stolzenberg:

9. p. 10, I. 23. Change "shall be sufficient to equal 47% of the following" to
“shall be sufficient to ensure that an amount equal to 47% of the sum of
the following is spent for weatherization and other energy conservation,
services."

10. We did not intend to add position authorizations for DOA or PSC.

11.p. 8, 1. 4. OK

12.p. 9, 1. 21. OK

13. p. 11, 1. 17. OK

14. p. 12, I. 15. No. There was no intent to include coops.

15. p. 13, I. 12. Change to "provide for an annual independent audit."

16. p. 14, 1. 1. OK to change to "one or more nonstock, nonprofit



corporations"”

17. p. 14, I. 17. Electric bills are not yet "unbundied" the way telephone
bills are. The intent was to include the fee in the regular bill without
itemization but provide annual notice to each customer.

18. p. 15, I. 3-4. OK

19. p. 18, I. 19. The wholesale supplier credit is intended to apply to both
the fee and the program requirements, and this is the way it is drafted.

20. p. 18,1. 21. OK
21. p. 20, I. 11, 14. Change "line" to “facility."

22. p. 21, |. 7. Change "other environmental offset programs" to "other
similar environmental programs.”

23. p. 23, I. 14. Agree; see change in prior comments.
24, p. 25, I. 9. Not needed. The TC is an electric utility.
25. p. 26, 1. 16. No

26. p. 28, |. 17. The PSC decreases this amount using its administrative
discretion. Language is OK as drafted.

27. p. 29, I. 5. Language is OK because it says PSC reduces amount by the
percentage reduction which DOA has made.

28. p. 30, I. 4; p. 31, 1. 10, 15; p. 33, I. 14. OK

29. p. 32, . 6. No. BTU is more precise.

30. p. 32, I. 12. No. Coops are not regulated by the PSC.
31. p. 33, I. 18. No limit is intended.

32. p.37, I. 9. OK



33. p. 37, I. 20. Change "in the transmission area" to "in those areas in
which transmission facilities have been contributed." This also takes care
of the instance where transmission facilities outside the EWU have been
contributed.

34. p. 38, I. 12. It is meant to apply to DPC and to municipal utilities like

Kaukauna which own transmission facilities. The reference is to the MISO
because this is the only available ISO to join by the deadline.

39. p. 39, I. 12. Not necessary.

40. p. 40, I. 24-25. No. An electric utility includes a REC.

41. p. 41, |. 24, “Zone" is defined in the FERC order authorizing the MISO.
42.p. 42, 1. 8. OK

43. p. 42, 1. 20. OK

44. p. 43. We intend to prevent overlap, so that no person has more than
one director.

45. p. 45, |. 1. See above change.
46. p. 47, 1. 19; p. 48, . 5. OK

47. p. 50, 1. 13, 15. OK

48. p. 51, I. 24. It applies to utility affiliates of holding companies and the
TC, as drafted.

49. p. 52, 1. 16. OK
50. p. 53. See prior comment
51. p. 54, 1. 7. No

52. p. 54, |. 23. Leave as drafted.

53. p. 60, I. 23. No



54. p. 63, I. 23. It is defined by the EPA

55. p. 65, I. 21. Agree. The transmission incentives should apply to
applications filed after 4/1/99 (6/7, p. 49, |. 1107).
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There are lots of terms defined in the public benefits provisions that, in my opinion, constitute sub-
stance and therefore should be incorporated in the text of the draft. This is particularly true since
many of them are used only once or twice. In the calculation of fees, for example, the reader is forced
to flip back and forth between the text and the definitions, when it would be so much easier and
clearer to incorporate all that information in the text. Where a term is used several times, such as
“energy conservation program,” the term could be spelled oput in the section creating the state pro-
grams, and later, in the sections discussing committment to community programs, reference could
be made to that earlier program description. I have marked the definitions that I think could go into
the text.

Y wdv p.10,1.21 top. 11, 1. 5: requires that, of the $ available to the new low-income program ($27 million,
H 2 x )

initially), an amount equal to 47% of all $ spent on low-income programs (47% of $115.3 mil-
lion=$54.2 million, more than is available) must be spent on weatherization & conservation; to
acheive the aparent intent, need to apply the requirement to individual programs that expend the
funds, not only to the new program '

There appear to be several opportunities to consolidate existing statutes or repeal out-
dated statutes in connection with the drafting of the public benefits portions of the agreed upon
package of legislation relating to electric utilities which, if pursued, would help to maintain the
Statutes in good form. The following are such opportunities that we have identified:

1. ss.16.385 and 16.39, Stats. These statutes govern the administration by the Depart-
ment of Administration (DOA) of federal funds received for low-income weatherization and
energy assistance programs. The former is very brief and the latter is quite detailed. The draft
could combine these provisions into a consolidated statute regarding the delivery of these ser-
vices and the new state-funded services. The objection may be raised that this would complicate
the implementation of a “committment to community” policy, but we think that it would be
simple enough to specify that all citizens are eligible for federally funded programs and that the
administration of federal program funds are not subject to local opt-out.

2. s. 16.54 (2) (b)., Stats. This is a review by the Joint Committee on Finance of
changes to the eligibility criteria for the federal Low-Income Home Energy Assistance Program.
If the proposal combines the state and federal programs and specifies eligibility, this would be
obsolete and should be repealed.

3. s.16.95 (9), Stats. This is a requirement that the DOA prepare a S-year plan every
other year for the resolution of the energy needs of low-income households. It would appear that
this requirement should be either integrated into the draft or repealed.

4. ss. 46.215 (1) (n) and 46.22 (1) (b) 4m c. and e., Stats. These sections require
county social service departments to take applications for low-income weatherization and energy
assistance programs. These requirements could be expanded to apply also to the new state-
funded programs, left to apply only to the federal programs or repealed.
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b)

ADDITIONAL COMMENTS ON LRB-3150/2

Substance:

Add position authorizations for DOA or PSC?

Style:

Ch. 196 already has 2 definitions of "electric utility" in ss. 196.491 (1) (d) and
196.494 (1) (a). The draft uses the 196.491 (10 (d) definition extensively and adds 2
more definitions of "electric utility" in ss. 16.957 (1) (g) and 196.378 (1) (d). Please
define "electric utility only once, e.g., in 5. 196.491 (1) (d) to make life easier on
people interpreting utility related statutes in future years.

"Independent transmission company" is defined in s. 196.485 (1) (dm) by what it
isn't. Shouldn't there be a tighter statutory definition?



4/15/99 -2 | WLCS: 0054/P2

powered by rejewable energy resources Atarting December 31, 2000.
These capacity \fequirements are enférced by the public service
commission (PSC)\

The draft presents optjons on: (1) whether the DOA must contract for
the actual delivery of ptograms; (2) sequiring periodic assessments of the
need for and funding of the encrgy/efficiency program; and (3) whether
public utilities should be aljowed tb provide energy efficiency services.

In implementing the progr , the DOA must comply with the state
energy policy set forth in s\ J.12, stats., and state requirements on
substantiating energy savings clgims under s. 100.21, stats.

This draft relates only to thef crgation of the main features of public
benefit programs on energy efficiejcy and renewable energy. The draft
does not address the amounff or sougce of funding for the programs. If
the committee chooses to uge the sarke administrative structures created
in this draft for the adminjStration of §ther public benefit programs, the
appropriate provisions cajf be modified\as necessary.

In addition, if the comyhittee chooses td, develop and recommend this

draft, then the committge should address apumber of additional issues in

designing energy cfffciency and renewable energy program. These < 3
issues include whgther this draft showd include administrative

provisions similar Jo those in its low-incolpe energy program draft,

WLCS: 0005/1, relpting to:

1. Oversight frogh an advisory council.
2. An allocatioff plan for expenditure of program funds.
3. 'Program planning.

4. Delayed program implementation, based on ong or more of the
following/ (a) the development of the new program wpder the draft; (b)
the cessfition of comparable utility programs; and (c) the availability of

sufficignt funds to support the new progrg;)r?kseWﬂsz o L/?@ 3 /

Ende
Other issues that should/'be a%grgs!éed include the €oordination or

reconciliation of the new] programs created by the with existing
programs relating to energy efficiency and renewable energy set forth in
the statutes. These existing programs include the following:

1. The state agency facility energy efficiency program administered by
the DOA [ss. 16.847 and 16.85 (5), stats.].

2. The energy development and demonstration program administered by
the DOA [s. 16.956, stats.]. 0

3. The DOA’s wind energy program [s. 16.959, stats.].
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4. County university extension programs on energy conservation [s.

59.56 (3) (f) 2., stats.].

5. The local government energy savings performance contracting
program [s. 66.949, stats.].

6.1G lectric utility efierpy ¢ ation pro \ .
stats.]. _ .

7. PSC promotion of renewable energy systems [s. 196.377 (1), stats.].
8. Efbterr( Wisco WWWMWW.
1964377T(2), 1. -

9. Uiility advertising practices regarding energy conservation [s.
196.595, stats.].

SecTIONI. 16.957 of the statutes is created to read:

16.957 Endygy efficiency and renewable energy programs. (1) Degfrion. In this

section: (a) “Public\gtility” has the meaning specified in s. 196.01 (5).

(b) “Renewable égergy” has the meaning specified in s. 196.378

(1 (-

(2) DEPARTMENT POWER
do the following:

1. Facilitate the transfdrmation of markets for the provision of energy efficiency
services for residential, commergial and industrial energy'users throughout the state to be
self-sustaining without public support or regulatory /ntervention [by the public service
commission] while meeting the needs of energy usgfs and the public interest in increased
energy efficiency.

2. Provide or ensure the provisipn gf energy efficiency services to residential,

commercial and industrial energy users wheje the market for these services has not undergone
the transformation identified in subd.1.
3. Provide education and techpical assistgnce that supports the programs established

under subds. 1. and 2.



