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Chairman Godshall, Chairman Preston and committee members, I thank you for the 
opportunity to talk with you about House Bills 2186 and 2188. 

Act 129 Overview 

Act 129 of 2008 laid out advanced metering deployment and consumption reduction 
mandates for electric distribution companies (EDCs). Act 129 paved the way for the 
installation of smart meters, also referred to as ~dvanced ~ e t e r i n ~  lnfrastru&ure (AMI), 
in every home and business in the Commonwealth over a 15-year period, requiring 
EDCs with more than 100,000 customers to file a smart meter technology procurement 
and installation plan for Commission approval. PECO Energy Co., PPL Electric Utilities 
Corp., Duquesne Light Co., West Penn Power, Metropolitan Edison Co., and 
Pennsylvania Electric Co. have all begun to deploy advanced meters andlor the system 
backbone to support these meters. 

Under Act 129, advanced meter technology must be capable of bidirectional 
communication and recording electricity usage on at least an hourly basis. The Act 
also directed that AM1 must provide customers with: 

Direct access to price and consumption infonnation, such as hourly consumption; 
The ability to support time-of-use rates and real-time price programs; and 
Automatic control of electric consumption by the customer. 

In order to make sure that customers receive as much value for their investment as 
possible, the Commission also mandated that EDC-installed smart meters must have 
the ability to: 

Remotely disconnect and reconnect power; 
Upgrade as technology advances; and 
Communicate outages and restorations. 

At a minimum, smart meters must be provided upon customer "request" (d customer 
pays); in all "new" building construction in a given service territory; and to 'all" other 
customers within 15 years. 

Benefits of AM1 

Benefits of AM1 include elimination of meter reading costs; faster detection of outages; 
reduction in the number of customer billing disputes (or easier resolution of the 
disputes); the prevention and better detection of theft of service; and the fostering of 
innovative products by third parties. Just as telephones are more valuable when 
everyone has a telephone, the full deployment of AM1 is, in a similar fashion, just as 
valuable. 



Both consumers and electricity providers alike reap the benefits of advanced meters. 
Consumers have greater control over their energy consumption as advanced meters 
provide the abilityto measure their energy usage-in real-time or based on hourly 
increments. While we currently pay one price for electricity all day long, electrich at the 
wholesale market is actually priced at smaller increments with the highest costs 
occurring in the afternoon and the lowest costs for electricity occurring in the evenings. 

AM1 allows electric generation suppliers to offer new and innovative rate designs to all 
customer classes to assist them in controlling their electric bills. Consumers can select 
different pricing plans based on time-of-use rates and will have the ability to lower their 
consumption based on peak periods set by the utilities, which can provide consumers 
significant savings on their monthly bills. Additionally, consumers can further increase 
their energy savings by changing their energy consumption habits based on information 
advanced meters provide them about their usage in real-time. Consumers can even 
shut down appliances during peak periods or pre-program appliances and devices to 
operate only at predetermined (and lower cost) timeframes if they so choose. 

In the most basic sense, advanced meters are intended to improve efficiency and 
reliability. AM1 technology also holds the promise of improving a utility's ability to 
remotely read meters to determine usage. Advanced meters automatically and 
remotely transmit a customer's total electric usage using a secure radio signal, instead 
of requiring a meter reader to visit a customer's property to read the meter. This makes . - 
meter reading quicker and more efficient. The dommission receives consumer 
complaints on billing issues, manv of whom are frustrated with the current svstem of 
estimated meter reading. ~dvanced meters would eliminate that issue. 

. 

Additionally, faults and outages can be detected in real-time allowing for quick response 
times for intervention either by remote or by quick dispatch. Utilities can also monitor 
network irregularities and the performance of transformers to detect and minimize 
losses. For example, with just a few quick key strokes, operators can determine which 
customers on a circuit have power and which do not. This is an enormous benefit to 
crews in storm restoration efforts, allowing for more efficient dispatch of crews and more 
rapid service restoration. Similarly, advanced meters allow operators and distribution 
engineers to remotely monitor transformer loadings and voltage levels along a 
distribution circuit - allowing for more efficient operation of the system and auicker 
identification of overloads and voltage issues that must be addressed through line or 
transformer upgrades, distributed generation or concentrated energy efficiency efforts. 
Fraud can also be easily detected through the smart network. 

Reduction of overall electricity use and peak demand use helps to contribute to lower 
emissions from fossil power plants that will not have to generate as much power having 
a direct environmental benefit. 



Pennsvlvania's Proaress: 

Before we begin a discussion of the two bills, allow me to outline where Pennsylvania's 
EDCs stand. 

PECO converted its customers to advanced meter reading technology in 2003, allowing 
the company to take wireless readings from each customer and eliminating meter 
readers. While the new technology allows for more frequent readings, as well as two- 
way communication, PECO suggests that its customers have actually had "advanced 
meters" for nine years now. PECO is using a $200 million Smart Grid Investment Grant 
from the federal government to defray thecosts of its continued smart meter 
~rocurement and de~lovment. The EDC has alreadv selected vendors and is currentlv 
held testing its AM1 and-developing the technology necessary to support smarl meters- 
and related systems. PECO will install more than 1.6 million residential and commercial 
smart meters - and anticipates that the savings to customers could be in the $1.5 billion 
range during the life of the project. 

PPL also was an early adopter of AM1 and has completed installation of meters with 
smart capabilities while launching pilot programs for bidirectional data communications 
capability, direct customer access to price and usage data, and remote disconnection 
a& reconnection. PPL's Smart  ridu upgrades are-incorporating new technology to 
strenathen reliabilitv. save energy and improve electric service. PPL also is in the 

of investin&billions of dollars in equipment and system upgrades that will 
improve reliability and strengthen and modernize its system. PPL received a $19 million 
matching grant from the U.S. Department of Energy for the Harrisburg-area Srnart Grid 
project. 

Duquesne Light is installing smart meters in phases, with the goal of having full-scale 
deployment by the first quarter of 2015. Duquesne has a contractual obligation with 
ltron for Automatic Meter Reading infrastlucture maintenance, which does not expire 
until the end of 2013. Once its contract with its current vendor for infrastructure 
maintenance expires, it will begin its five-year major deployment of smart meters 
beginning in 2014 to be completed by January 201 9. 

FirstEnerw Companies (West Penn Power, Met-Ed, and Penelec) will beain build- 
out of necekary infrastructure beginning ~ ~ r i l 2 0 1 3 ,  with full-scale deploymeit of smart 
meters exoected to occur in a tiered roll-out beainnina A~ri l2017 and endina March - .  
2022. west Penn Power plans to deploy smahmeters to 90 percent of its Gstomers by 
December 2018. In addition, the company will deploy up to 25,000 smart meters 
between 2010 and 2013. FirstEnerav received $57.4 million for ~roiects over its entire 
service territory. Of that, $15.4 mill& was dedicated to a ~ m a i ~ n d  Modernization 
Initiative in the Met-Ed service territory in York, PA. 

HB 2188 would allow customers to request to opt out of receiving smart meter 
technology. Meters for these customers would be replaced according to a useful life 
depreciation schedule. This bill represents a significant step backward in policy, with 
the potential to negate all of the reductions already achieved under Act 129. Opt-out 



programs jeopardize the overall functionality of the AM1 system. Opt-out programs limit 
all customers' ability to have an advanced meter and participate in the programs and 
benefits it providesend users. The full deployment of AMI has the potential to help 
attain and even exceed the energy efficiency goals outlined in Act 129. 

If exceptions are made, customers opting out should (as California, Maine, and Oregon 
provide) incur a significant monthly fee for someone to read their meter. This is 
necessary because much of the costs for the AM1 system such as the back office 
computer systems are incurred whether one customer has an advanced meter. 
Permitting electric distribution companies to opt out completely should not be allowed. 
It would be contrary to the energy efficiency and conservation objectives put in place by 
Act 129 and likely lead to some customer backlash. 

Advanced meter opponents have argued for an opt out program for manv reasons, . - 
including perceived'health, safety, and security issues. ~owevei, many EDCs 
and their customers have had AMls in place for vears namehr PPL and PECO. 
Numerous public health officials also point out that advanced meters emit less radiation 
than cell phones - and advanced meters are not used right next to the head. The 
Federal Communications Commission approved the use of smart meters by utilities and 
said their risk was minimal. Environmental health experts also say the advanced 
meters do not pose a serious health risk. 

As for reliability, utilities are continuing their efforts to improve grid reliability and 
promote energy efficiency while providing improved services to customers. On meter 
accuracy, while there are technological differences between advanced meters and older 
mechanical metering devices, the electric industry will point out that it exercises the 
same due diligence and precision for ensuring the accuracy of advanced meters as it 
does for ~lde~mechanical metering devices for revenue billing application. All meters, 
reaardless of technology and design, are required to meet national standards for meter 
accuracy and operation7before being install&. 

The proliferation of opt-out requirements for advanced meter deployment has the 
potential to cripple efforts to modernize grid technology. Regardless of the validity of 
opponents' concerns about health, safety and privacy, some utilities in other states have 
G u n  considering and implementing AMI opt-but programs in an effort to diffuse 
oo~osition and allow utilitv companies to move fotward with arid modernization Dlans. 
digardless of where theistand in the transition to AM1 technology, the industry' 
generally prefers a unifoh system of managing customer data, and fears a mtum to the 
days of manual meter-readings, which would be needed for those customers who opt 
out of wireless meters. 

In Maine, which has received a lot of attention regarding its AM1 opt-out, Central Maine 
Power (CMP) has considered, analyzed and provided substantial cost information 
relating to a variety of potential solutions or mitigation measures for customers seeking 
to opt out of CMP's Smart Meter Program. According to CMP's website, there are two 
options: (1) choosing a digital advanced meter with the wireless transmitter turned off 
for an initial charge of $20, plus a monthly charge of $10.50; (2) keeping an existing 



mechanical meter that will cost $40 up front, plus $12 a month. To different degrees, 
each option entails incremental costs, the loss of individual customer benefits and 
potentially serious risks to the broader benefits that CMP's Smart Meter program will 
enable. 

CMP estimates these incremental infrastructure and support costs to be as high as $70 
million over the life of the AM1 project - and that is assuming only 1 to 2 percent of CMP 
customers opt out. At an opt-out level of 10 percent, these incremental costs grow to 
hundreds of millions of dollars - exceeding the costs of CMP's advanced meter project. 

In Oregon, Portland General Electric customers are permitted to opt out of having an 
advance meter. However, these customers must pay a one-time charge of $254, and a 
monthly charge of $51 to cover the costs of meter reading. Few customers have elected 
to opt out of this advanced meter program. 

Califomia has an initial fee of $75 and a monthly charge of $10 for non-low income 
customers. Low income customers pay an initial fee of $10 and a $5 monthly charge. 
These are interim fees only and will be subject to future review and adjustment. Out of 
9.5 million electric and gas customers of PG&E in Califomia, 130,000 were put on the 
smart meter delay list. 

While requiring that consumers be permitted to opt out of having an advanced meter, 
states like Maine, Oregon and California do recognize that there is a significant cost to 
providing this option to customers and those customers opting out are required to pay 
those costs. 

Not all states require opt out programs. In states like Delaware, Texas, Maryland, 
Arkansas and Ohio (pilot), EDCs have been deploying advanced meters for several 
years, and customers cannot opt out. In Georgia, EDCs are rolling out advanced 
meters without an opt-out provision. The Georgia Senate passed legislation to allow 
customers to opt out, but the session ended without the bill being passed. Less than 
200 out of 2.4 million customers have inquired about opting out in that state. 

A broad opt-out program will impact an electric utility's operations. As I stated earlier, 
both consumers and utilities benefit from smart meters, which provide data in a real- 
time fashion. Opt-out programs would adversely impact these benefits to the utilities, 
and in the long run impact customer service and costs. Again, quantifying the issue for 
Pennsylvania requires looking at the specific AM1 system and the specific opt-out 
program adopted by a given utiltty. 

Opt-out alternatives often involve significant investment in additional, duplicative 
communications infrastructure and centralized data management systems. 
Opt-out programs will increase costs to remove alreadv installed advanced meters and 
t d  instalianadvanced meter at a home where a prior customer had previously opted 
out. 

Opt-outs cause operational gaps that will lead to additional costs for companies and 
their customers, defeating the stated purposes of Act 129. The idea of making 
advanced meter deployment permissive rather than mandatory for companies 



exacerbates this problem. Our integrated, interconnected electric system in 
Pennsylvania could have large operational gaps and expansive pockets of weakness. 
Such a system reduces reliability for all customers as well as the benefits of a 
completely modemized electric grid. Simply put, there is no compelling reason for an 
"opt-our program. 

HB 2186 would require customer consent prior to an EDC making customer meter data 
available to agencies. under Act 129, EDCs are required to make 
electronic access to meter data available to third parties, unon customer consent. The 
Commission is addressing this issue and has issued a tentative order. Comments are 
currently being reviewed. 

We do not believe that HB 2186 is necessary as the Act already specifies that: 

Electric distribution companies shall, with customer consent (emphasis added), 
make available direct meter access and electronic access to customer meter 
data to third patties, including electric generation suppliers and providers of 
conservation and load management services. 66 Pa. C.S. 3 2807(f)(3). 

Under section 2807 (f)(3), it is our belief that government agencies qualify as third 
parties and because of that, customer consent already is required before any 
information can be released. It is important to know that programs such as the federal 
"Green Button" initiative, which standardizes the presentation of electric usage data for 
customers and allows customers to download their own detailed energy usage 
information with a simple click of a button, provides information to customers only. It is 
not a mechanism to release customer data to the federal government or other entities. 

Across the nation, states and utilities have made tremendous progress with the smart 
grid deployment plans. In Pennsylvania alone, hundreds of millions of dollars and 
countless hours of manpower are being dedicated to the rollout of smart meters. I can 
assure this committee that our regulated electric utilities have carefully considered many 
factors, including technology and costs before adopting metering plan rollouts. In 
summary: 

1. AM1 technology eliminates meter reading costs, detects outages more quickly, 
reduces billing disputes, helps to prevent theft of services and fosters greater 
innovation in the offering of new products. 

2. Consumers will be able to see real-time usage, and electricity providers will be 
able to offer a variety of rate designs to meet the current and future needs of 
consumers. 



3. Much progress in the deployment of AM1 and smart meters has already been 
made by our state's electric utilities. Reversing course in this deployment could 
have major financial and operational impacts. 

4. Act 129 of 2008 has set the stage for Pennsylvania to become a leader in 
reducing its consumption of electricity in a cost effective fashion, and has 
enabled Pennsylvania to be at the forefront of smart grid development. Giving 
either the utility or the customer the ability to opt out of an AM1 program reverses 
our course and sends us down the wrong path. The broadest participation will 
have the greatest overall value to customers from both a reliability and cost 
perspective. 

5. While appreciating the concerns being expressed by those who question the 
issue of security and privacy, rather than a legislative remedy, the PUC, 
legislature and EDCs may be able to address consumer concerns with AM1 
through increased education and outreach. We already are facilitating the 
continued implementation of smart grid technology by establishing rules that 
more precisely address conduct and procedures in the areas of reliability, privacy 
and security. This has been done in California and Ontario through a "Privacy by 
Design" rulebook and was integral to customer support for advanced meter roll 
out. 

6. Finally, electric distribution companies do not monitor what happens inside a 
customer's home. AM1 investments are not "surveillance devices" but rather a 
new proven technology that helps customers manage their energy usage, helps 
facilitate better outage management on the distribution network and allows for 
better customer service to customers. 

Mr. Chairman: I appreciate you allowing the Commission to present our views on these 
two measures. I will be happy to answer any questions you may have. 


