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Introduction

In Senate Joint Resolution 549 (ratiiied hesolution |00), the
{975 General Assembly established the Utility Review Committee.
(SJR 549 is set out in Appendix |.) The Utility kKeview Committee
i1s a continuing committee of the General Asscembly to exist for
five (5) years, beginning July |, (975. Six sitting @ bers of

the General Assembly comprise the Cormittee. Prior to the
convening of the |975 General Assembly, Second Session (976, the
Committee has held || meetings. (See Appendix 2 for an outline

of meeting dates, participants, aund topics discussed.)

The Utility Review Committece does not have regulatory authority
but is empowered to review the activities of the State Utlilities
Commission and of wutility companies doing business in North
Carolina, and it is required to submit evaluations of their
performance to the General Assembly. Additionally, the Committee
is authorized to make periodic reports and recommendations.

This document 1is a progress report of the Utility Review
Committee's action since adjournment of the 1975 General
Assembly, First Session {975. It contains a list of the
significant issues which have been addressed and a brief
accompanying commentary to highlight some of the relevant factors
surrounding each issue. For certain issues the Comnmittee 1is
making tentative recommendations regarding future legislative
responses, although for several issues the Committee is still in
a fact-finding role and withholds editorial comment. The
Commi ttee has decided not to offer amny specific 1legislation for
consideration during the upcoming session because of the complex
factors which should be carefully weighed in designing solutions
to the problems i1dentified, and because of the subject and time
restrictions of the session to be held iun }976.

I. THE UTILITY REVIEW COMMITTEE QUESTIOWED CP&L'S OBTAINING A 2%
INTERIM EMERGENCY RATE INCREASE.

In August |975, Carolina Power aund Light (CPE&L) received a 2%
($44.6 million) interim emergency rate 1increase froum the
Utilities Commission. This increase, similar to several other
interim rate increases granted since |97, was unpopular with
CPtL's customers. The ©Utility Review Committee questioned
Commission Chairman Marvin Wooten (on August 28, {975) and
Commissioner George Clark, Jr. (on Har. {8, 1976) about the
Commission®'s decision.

They defended the decision, which had been made by a three-
member panel, and offered several supporting reasons. For
example:
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CP&EL's construction prograw had been reduced and
delayed tour times; this factor, plus the long lead
time needed to construct new plants, the unexpected,
surge in sumber peak demand, the anticipated future
surge 1in demand as the economy rebounded, a trend
by consumers to switch from oil and natural gas to
electricity, and CP&L's low ([0%) reserve capacity
threatened to create shortages ipn CPE&EL's service
territory by 1980-8}.

CP&6L had cut back on essential maintenance in early

}975 due to its financial condition.

CP&EL's curreut base rate vas based on ) 973 calendar
year costs; its service rate thus did not take into
account substantial increases in the cost of money,
construction, and fuel which had occurred during

1974,

Accounting records developed during the
Commission's hearing on the interim increase showed
that CP&L was earning a lower rate of profit than
the Commission had authorized in CPEL's last
general rate case.

To finance future construction, CPE&L n¢ Jed to
issue $60 wmillion in boands in the spring of |976
and the same amount in the fall of {976 (as wWwell as
$60 million of common stock before the end of
1975). Its current earnings level appeared
insufficient to prevent a downgrading of CPfL bonds
on the market. If this occurred, the coapany would
have to pay investors a higher interest rate on the
1976 bonds and the low quality would prevent sonme
purchasers from buying the bonds. Also, many wore
shares of stock would have to be sold to raise the
same amount of money.

If the interim increase had bee d¢ ied by the
Commission and it had later approved the full
request in the general rate case, CP&L would have
lost $20 wmiliiob in revenues.

Review Committee menbers are not satisfied that an
emergency rate increase was warranted, at least not opne of the
granted ([2%). Certain points they find significant

(0

(2)

(3)

The Commissicuers admitted that CP&L's problems had
developed over a long period amnd not overnight.
Wooten stated that the CF&L problem was "“nothing
sudden and untoward." It was an "accunulative
emergency™ resulting from a continuation of the
economic trend of the last few years.

CP&L would not have had to stop buying coal or shut
down any plant operations if the 1interim increase
had not been granted.

The rate increase gave CP&L more profit than
necessary to meet the generally accepted 1'"coverage



test" needed to prevent the downgrading of the
bonds.

(4) CPEL's earnings per share for the first six months
of |975 wete $}.25 compared to $}.03 for the first
six months of [974 (22% improvement).

(5) CP6L had not reduced its dividend re¢ 2 in {974 or
1975. 1Its stock price had rebounded {1 om $|0 (late
1974) to $|8 (early [975) and to $20 (lali (975
after the rate increase).

The BReview Committee tentatively recommends that legislation be
forthcoming to restrict the Utilities Coammission's authority to
grant emergency interim rate increases by more narrowvwly defining
memergency™ as that set of circumstances which threatens the
existence or continued operation of a utility.

IA. 975 LEGISLATION INTENDED TO REDUCE REGULATORY LAG
WAS NOT INMPLEMENTED IN TIME TO APFECT CPEL'S INTERIM

REQUEST.

In studying facts surrounding CP&L°s rate increase, Committee
members were concerned about whether legislation passed by the
}975 General Assembly which was supposed to reduce "regulatory
lag" and eliminate the need for interim increases had bhad its
intended effect. Two Commissioners were added to the OUtilities
Comsmission bringing the total to seven (Chapter 243 of the (975
Session Laws, FPirst Session [|975); the Commission was authorized
to hear cases in three—-member panels (Chapter 45); and the
Commission was appropriated an additional $].|5 million to
provide supporting staff.

This concern was answered by Commission spokesmen, whc pointed
out that the (975 legislation was not effective wuntil July |,
1975, and CP&L filed its interim request on July 6. The
Commission simply had not had sufficient time to 1implement the
Geperal Assembly's directives. Commission members and staff have
given the Review Committee a more recent assessment of these |975
legislative changes. They imndicate that "regulatory lag" has
been significantly reduced: cases can be heard within four
months after filing, and the Comnmission order can be published
within six months. Jf their assessment is accurate, it appears
to diminish the need or likelihood for grants of interim rate
relief.



The Utility RBeview Committee believes that not enough time has
elapsed to accurately judgye whelher this legislation has tended
to promote fairer and faster rate regulation. This sub: =t
continues to concern Committee wmembers and will be further
investigated during the coming months.

II. THE LIBUTENANT GOVERNOR HAS PRESENTED A "BILL OF PARTICULARS"
CQHNCERNING POWERS AND DUTIES OF THE UTILITIES COMNISSION
FOR CONSIDERATION BY THE UTILITY REVIEW COMMITTEE.

On Febrnary |2, {976, the Lieutenart Governor appeared before
the Committee &nd presented a list of suggested gquestions that
bear on whether the State Utilities Copmission has assumed the
initiative to assure the public economical and efficient wutility
services. He identified fourteen areas of statutory duty anad
responsibility which have been placed with the Utilities
Commission. Por example, G.S. 62-2 states the legislative policy
in creating the Commission; G.S. €2-{#4 requires the Commission to
make economic and financial studies of public utility services
apd evaluate the future need for such services: G.S. 62-(7
requires the Cobmission tc make a detailed ampnual report of its
activities to the Governor; G.S. 62-32(b) empowers the Commission
to compel a public wuwtility to provide reasonable serv: :; and
G.5. 62-42 authorizes the Commission to order a public utility to
improve inadequate service.

The Lieutenant Governor then posed specific questions regarding
the Commission's statutory duties and responsibilities: Has the
Commission acted pursuant to each section? How often? In what
circumstances? Fhat has been the result of its action? Has its
statutory duty been £fulfilled? Nhat action is planned for the
next year? And, has the expanded budget and staff aided the
Commission 1in carrying out its duties and responsibilities? The
Lieutenant Governor asked the Utility Review Conmittee to seek
answers to these questions from spokesmen for the Utilities
ComBission.

The Utility Review Cornmittee subnitted the "Bill of
Particulars® {(accompanied by additicpal gquestions raised by
members}) to both the Utilities Commission and the Department of
Justice and requested a response.

On February 27, Assistant Attorney General Robert Gruber
appeared on behalf of the Department of Justice (Utilities
Division) to answer the questions presented. 1In response to the
question of whether the Utilities Commission has promoted
adequate, reliable and economic utility service, he said he was
satisfied with the Commission‘s regulation of telephone rates.
However, be believed the Commission had allowed electrical pover
companies too high a rate of profit in the last few years,
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because 1t had overreacted to adverse financial conditions which
had occurred in the electrical power industry in [974.

The Utilities Commission submitted o writtenm response but
deferred its testimony until Committee members could examine the
voluminous written material produced. This testimony was
subsequently offered on March }8; three Commissioners and several
nenbers of the Utilities Commission staff participated.

The Utility Review Conmittee believes it has received only a
partial ansver to the questions presented and 1intends to seek
further input from the Utilities Commission and staff before
reporting its findings.

.II. THE UTILITY REVIEW COMMITTEE QUESTIONS WHETHER COMPANIES
SHOULD BE ALLOWED TO OBTAIN AN AUTOMATIC TEMPOKARY
RATE INCREASE.

G.S. 62-]35 currently allows a utility to automatically effect
a temporary rate increase under bond if the Utilities Commission
has not wmade a final determination within six months after the
filing of the company's request for a rate increase. The maximum
allowable temporary rate increase is 20%. The Committee has
discussed whether the 20% temporary increase should be
eliminated. It 1is hoped that {|975 legislative changes intended
to expedite Commission proceedings are beginning to achieve that
result. If so, then temporary iucreases can be avoided by timely
decision-making. While there has been some testimony concerning
the relative merit of eliminating versus reducing the 20%
temporary 1increase, the Committee reserves any specific
reconmendation on the subject until it has had more time to
observe the Commission's practice in 1light of the 1legislative
changes.

If the Commission finally determines that the rate increase put
into effect is excessive, the excess plus interest on ths excess
at the rate of 6% per year must be refunded to the customer.
(This 6% interest charge also applies to interim rate increases
granted, if the Commission finally determines that a lesser rate

increase or no increase is warranted.) The Commnittee gquestions
whether the 6% interest rate omn the refund is reasonabie in
today's money market. Several points should be noted: the

ratepayer cam earn more on a certificate of deposit or other
short-term security; utilities have to pay from 8 {/2 to 0% to
borrow funds on the open market; and the IRS interest rate
charged delinquent taxpayers is 7%. Commissioner Clark suggested
that the interest rate on refunds could properly be tied to the
prime rate, savings and loan account rates, or any other rate
that is realistic in reflecting current credit wmarket conditions.

The 1low interest rate also offers no deterrent to a utility's
filing an inflated rate application. The company may have full



knowledge that the Commission will eventually rule the request
excessive, but meanvhile the company can expect to earmn a |[2 to
{6% return on funds that will later be returned to its customers
with only 6% interest.

The Committee notes that the 975 General Assembly attempted
unsuccessfully to raise this interest rate (House Bill 265 and
House Bill 533). It is clear that further consideration of the
matter partly depends on whether or not the temporary 20% rate
increase is eliminated.

THE UTILITY REVIEW COMMITTEE IS CONCERNED THAT
ESTMENT COMMUNITY VIEWS FAVORABLY RECENT DECISIONS
OF THE NORTH CAROLINA UTILITIES COMMISSION.

Iv.
IHE INV

Memoranda recently released by two investment research firms
indicate that the requlatory attitude expressed by the State
Dtilities Commission is very constructive as far as its effect on
investors. Wheat First Securities Res arch Notes, published
March 2, (976, specifically analyzed the Utilities Coamission's
grant of a 22% retail rate increase to CP&L on February 20, }976:
"The increase granted was the full amount sought by the company.
In our opinion, this decision was quite favorable, es ecially in
that it reaffirms our conclusion, reached after tme last Duke
rate order, that North Carolina has one of the country's most
favorable requlatory climates."

Blyth Eastman Dillon & Co., Inc., vas similarly impressed. Its
analysis, published in Tremnds inm Utility Requlatiom, April, (976,
also focused on the CP&L increase and included the following:
"It appears that one good rate decision after another |is
forthcoming from the North Carolina Utilities Commission. This
increase (CP&L) is {00% of the amount requested, and Duke Power
received 9|% of its request in a recent rate decision.... ¥We
have regarded regulation in North Carolina as very favorable as
indicated by our past evaluation rating of an above average two.
¥e maintain this rating.”

The two 1investment houses cited several factors in the
Commission's hamdling of the CP&L case to support their favorabhle
analysis:

() The allowance of a Job Development Investment Tax
Credit of $J4.9 million 1in CP&L*s rate base by
including it in common eguity is very rare. "In
fact, ve know of no other state regulatory body
that has permitted this.®

(2) The use of the Youtmoded" historical test year "“was
mitigated by an adjustment for known changes which
occurred up through the conclusion of the hearings
eee" (the $25(.| million Brunswick #2 nuclear plant
was placed in service |] months after the test
period ended).

!
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(3) The depreciation rate estavlished for nuclear
plants (4.24%) is "one ot the highest rates now in
use".

(4) In establishing CP&L's rate base, the Commission
determined the utility plant 1investment to be
$1.04] billion; CP&L had calculated its investment
at only $1.0|3 billion.

The Utility Review Committee realizes that there must be ample
electric power in order for North Carolima's citizens to enjoy a
satisfactory standard of 1living; that  utility companies must
acquire the necessary capital in order to finance future
construction of generating units to supply that electric power;
and that these companies must present an adequate "earnings" and
"return on investment" picture to potential investors in order to
attract that capital. Decision of the Utilities Commission
should, however, strike a fair balance among the various
interests concerned in utilities regulation. It is disturbing to
discover that the investment community ppears to be delighted
with the Utilities Comnission's performance wvhile consumers
throughout the State are outraged by the steady increase in their
gonthly electric bills.

V. THE UTILITY REVIEW COMMITTEE RECOMMENDED THAT THE
UTILITIES COMMISSION HOLD A NIGHT HEARING IN THE CP&L GENERAL
RATE CASE.

Carolina Action, a public interest group, appeared at the
Utility Review Committee's October 30, |}975, meeting and
requested the Committee to support its effort to persuade the
Utilities Commission to hold a night hearing 1in the CP&L rate
case. Committee members agreed to recommend this procedure to
the Utilities Commission. The Commission responded that it had
reviewed this subject at length and comcluded that night hearings
would not be appropriate in the CP&L case.

VI. MANAGEMENT AUDITS OF FOUR PUBLIC UTILITY COMPANIES WILL BE
CONDUCTED BY INDEPENDENT FIRMS WHICH HAVE BEEN SELECTED
BY THE UTILITIES COMMI““TON.

By 1975 amendment, G.S. 62-37(b) now authorizes the Commission
to select independent firms to perform manadgement audits of
public wutilities (Chapter 867 of the }|975 Session Laws, First
Session |975). After several months of research on other states?®
experiences with these audits, the Commission has selected four



regulated utilities for appraisal and thiee consulting firms to
perform the audits: Duke Power Co. and Carolina Power and Light
Co. (Booz, Allen and Hamilton); Southern Bell Telephone Co. (A.D.
Little, Inc.); and, Western Carolina Telephone Co. and its
subsidiary, Westco (Theodore Barry and Associates).

These management audits will coantain two phases. First, the
independent firm will perform am overall diagnosis and report its
preliminary findings to a staff committee of the UOtilities
Commission. The staff committee will make amn analysis and
request detailed information concerning specifically identified
problem areas. The entire audit procedure will prol Hly be
completed for each company during December, }976.

The Utility Review Committee has questioned Commission
spokesmen repeatedly about the progress of these aut¢ ts.
Additionally, Committee members recommend that a management audit
be conducted at the Utilities Commission.

VII. PEAK-LOAD PRICING AND LOAD MANAGEMENT AREF BEING STUDIED AS
POSSIBLE STEPS TO PROHOTE CONSERVATION OF ELECTRICITY.

The |}975 General Assembly encouraged investigation into these
two subjects by the Utilities Commission and each public wutility
(Chapter 780 of the |975 Session Laws, s. 2). Underlying this
legislation i1s the hope that it will promote the State's policy
to Yconserve energy through efficient wutilization of all
resources,” and lower citizens' electric bills by reducing future
expansion needs of power companies.

Peak-load pricing vould restructure electric rates:
electricity would cost more during times of higher demand on the
system, and consumers would be encouraged to switch large
portions of electric usage to off-peak periods of the day and
seasons of the year.

Load management would allow power companies to "temporarily
curtail or cut off certain types of appliances or equipment for
short periods of time whenever an unusual peak demand threatens
to overload its system™. Both of these actions would allow power
companies to more efficiently utilize their fixed plants.

The Utility Review Committee has discusced the advantages and
disadvantages of implementing these technigues with power company
representatives, Utilities Commission nmembers and staff, and
spokesmen from the Attorney General's office. Committee members
attended a presentation on metering and load-management hardware
devices sponsored by the Lieutenant Governmor's office (October 3,
1975); they also attended part of the four~day hearings on peak
pricing at the Utilities Commission (December 6-19, 1975). As a
result of these hearings, the Utilities Commission on Fel uary
25, 1976, ordered the State's three major electric utilities to

i

begin a system of voluntary experiments in peak pricing. S




The Committee has heard reservations amnd concerns about whether

peak pricing can be successfully implemented in the near future.

It would tend to place an additional burden on those individuals

.and business establishments who cannot change their consumption

patterns. Also, it may actually weaken the load factor of power

companies if consumers cut their usage during off-peak periods

and wmost peak periods 1inmn order to be able to use substantial
electricity on the hottest few days of the year.

VIII. THE INCREASED USE OF NUCLEAR POWER AS AN F“"RGY SQURCE
SHOULD BE THORQUGHLY EXAMINED.

The subject of nuclear power was addressed by several sources.
Concern was expressed that the State may be adopting a policy of
supplying a large percentage of future electric power needs with
puclear fuel without fully investigating either the hazards of
nuclear fuel or the potential in other sources of power. A
consumer group has suggested that the General Assembly may
provide the most suitable setting for a forum-type discussion on
nuclear power.

The economics of nuclear power should also be examined. It has
long been recognized that capital construction of nuclear power
. plants 1is more «costly than for traditiomal fossil fuel plants
: (25% more costly in Duke Power's case), but this higher capital

.cost is believed to be more than offset by the lower fuel cost to
generate nuclear power. However, there is a possibility that the
country*s rush to embrace nuclear power may cause uranium workers
to react to their captive market. Carl Horm, Duke Power Co.
President, indicated that uranium prices had already risen from
$8 per pound to $35 per pound in recent years.

Additionally, the Federal Government has a monopoly on
enrichment of uranium, and enrichment cost represents (/3 of the
total cost of uranium to a utility.

IX. THE UTILITY BREVIEWR COMMITTEE RECOMMENDS THAT THE
UTILITIES COMMISSION EXTEND THE TELEPHONE DIRECTORY
ASSISTANCE CHABRGE EXEMPTION FOR BLIND AND PHYSICALLY HANDICAPPED
PERSONS BEYOND ONE YEAR; AND THAT THE COMMISSION ESTABLISH
A UNIFORM BASIS FOR DIRECTORY ASSISTANCE CHARGES.

At its January 9 meeting the Committee heard |0 interested
vitnesses request that blind and physically handicapped persons
be exempt from the recently enacted service charge for directory
assistance calls. Chairman Wooten of the Utilities Comnmission

,‘explained that telephone companies had requested the charge im an
effort to keep down rates for basic telephone service by
assessing those persons needing directory assistance with the




cost of providing that service. As a result of the reaction by
blind and physically handicapped persons, the Commission issued a
new order exempting them from the charge. The order is effective
for one year.

Testimony was also received from several telephone company
representatives wvho indicated that each company has a different
manner of administering the directory charge.

The Utility Reviev Coamittee recommends that the exemption for
blind and physically handicapped persons be made permanent and
that a uniform procedure for directory assistance charges be
adopted by all telephone companies in the state.

X. THE PUBLIC SHOULD BE AFFORDED A BETTER OPPORTUNITY TO
UNDERSTAND UTILITY RATE REGULATION.

During Committee discussions it wvas pointed out that perhaps
the most important problem concerning utility rates is the
general public's 1lack of understanding about utility rate
regulation. Several factors contribute to the problem: a
utility company's tendency to file a massive stack of technical
documents in rate cases and in response to questions by the
Committee; this same tendency on the part of the Util ties
Commission in responding to legislative inquiries; the inherent
complexity of utility rate-making; and the Utilities Commission's
publication of orders that the public cannot comprehend.

A solution to the problem was suggested by the Attorney
General's office. The Utilities Commission should be allowed to
hire a public information officer to put the Commission's orders
in language that the press and public can understand. This would
be a significant improvement should the Commission or¢ r powver
companies to go to peak pricing. Also, it wvas suggested that
electric rate bills be redesigned to provide more re 1ily
understandable information explaining the customer's bill.

XI. THE ATTORNEY GENLRAL INDICATES THAT ADDITIONAL STAFF
ASSISTANCE IS NEEDED TO ADEQUATELY REPRESENT THE USING
AND CONSUMING PUBLIC IN PROCEEDINGS BEFORE THE UTILITIES
COMMISSION.

G.S. 62-20 requires the Attorney Gemeral to "assi¢ an
assistant attorney general and such staff attorneys as wmay be
necessary to the handling of matters and proceedings before the
Commission...." The statute also states that intervention on the
part of the Attormey General's office can occur when he "deems it
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advisable in the public interest, of intervening 1in proceedings
before the Commission on bebhalf of the using and consuming
public...."

Attoruey General FEdmisten testified before the Utility Review
Comkittee on Qctober 3, 1975, that the branch of his Department
assigned to utilities (the Utilities Division) did not have
enough attorneys and staff support to fulfill 1its role as the
public advocate on behalf of the people. Mr. Edamisten pointed
out that Commission hearings are adversary proceedings; yet, the
Utilities Division has four attorneys (two of which had recently
been transferred from other divisions to help with the caseload)
to counter the 1legal resources of the forty-two major licensed
utilities in the State.

He specifically requested that at least eight experienced staff
attorneys should be available to the Utilities Division, with a
supporting staff of at least two economists, two accountants, and
adequate research and secretarial help. Additionally, he
believed that the Utilities Division should have a contingency
fund of at 1least two hundred thousand dollars to pay for
independent expert consultants to counter testimony of the
companies.

XIXI. PROFESSIONAL STAFF ASSISTANCE IS5 NEEDED FOR THE UTILITY REVIEW

COMMITTEE TO PROPERLY EVALUATE THE PERFORMANCE OF THE STATE
UTILITIES COMMISSION AND THE VARIOUS UTILITIES OPERATING IN
THE STATE.

As one of its functiopns, the Utility Review Committee has been
assigned to develop such an evaluatior and submit it to the
General Assembly (Resolution §00, s. 6(5)). Meetings during the
Committee's early wonths of operation have given nmembers a
deneral picture of the variety of issues in the field of
utilities requlation. They have become familiar with business
practices 1in the field, with wmany of the personalities whose
roles are prominent in rate regulation, and with a great deal of
statistical data which has been offered to support companies'
rate imcrease requests and to justify Commission decisions.
Staff assistance during this period has been provided by two
regular employees of the Legislative Services Commission (an
ecopormist apd an attorney) on a distinctly part-time basis.

This imnitial period has laid the foundation for a more probing
examination of the subject. To meaningfully examine witnesses
that appear on behalf cf the Utilities Commission or individual
utilities companies, to review activities and programs of the
Commission and the regulated companies, and to exercise
responsible judgment in informing the General Assembly about
recommended legislation that will restore am equitable balance
betwveen regulated wutilities and their customers, Committee
meuwbers believe that special staff assistance 1s now warranted.
Professional assistance should be obtained from a person who 1is
both knowledgeabie and experienced in utilities regulation. If

i




possible this specialist should have, as one gualification, prior
contact with the Utilities Commission as an enmployee,
commissioner, or in some other capacity which has allowed the
person to observe the Commission's activity.

The legislation which created the Utility Review Committee also
agthorized it to employ a professional statf (Resolution |00, s.
4). The Comemittee respectfully requests that the General

Assembly support efforts to employ a specialist in utilities
regulation.

ATIT.  FUTURE OTVASTIGHTANS JHDC PILulTCls SaiyT oo PhOBLATS

Due to the marnitide of She recent interin nnd reneTal rate :')—
creases granted to Zarolina lower nnd Light nnd the of?oet of the
higher power prices on Horth Carolina  consumars, Ltin bSWWJt?Dﬁ
has spent a muclhh greater proportion of 1hs Lime 11vgsu15nt1?p
electric power ratec than it has spert looking ot telephone ser-
vice problenms. The Committee plans to devote more of 1its tine
in the future to telephone rates and nervice problens.

One telephcone service problem  investigntod by the omrd bhee ir
that resulting from  having mnre thnp one teléphmgo_comppny_ser\»
ing » small, closely-knit copraphlc  aren, N %txﬁucyo?er
meeting the Comnittee received tostinony Trou Iree e A Prlddlﬂv
a resident of n rural ares near  Dtokesdale, IohrEh Sarolinn whp
was on the Modison  exchanpe sorved by Contral Teloephonn althourn
most of her business and perconal  teleohore eslle ?nﬂ those o{
her neighbors were to Stokesdnle, which i: on an exchange Servea
by Zeouthern Bell. Thus they had to pay 1nonp=dictanes cyarg?s.to
call only a4 few miles. The customer was ablce o ﬁct_thc Jtilities
Comminsion to order Southern Bell to provide serviee to her but
the Commission order vas overruled by the Court of Appenln.

Another concern of the “smmittee ic the fast that, ~ven though
the Utilities Commiasion has found thnt cerindn telvphono compa-—-
nies in North Carolina o1 providing inndequate cervice, nome of
the same service problems «till plaguce toelephone ?ubﬂCleQTS. The
Committee intends to pursue these telephone sorviee problems  1n
the upcominp, year.
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APPERDIX 1 - Lepiolation cCroatimgr Htility Fevicw Commibtoo

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1975
RATIFIED BILL

RESOLOTION j00
SEEATE JOIRT RESOLUTYOu 549
A JOINT RESOLUTION TO ESTABLISH A UTILITY REVIEW COMMITTEE.

Whereas, the ultimate authority to requlate business and
industry in NHorth Carolina is vested in the General Assembly; and

Whereas, the people of North Carolina look to the
General Assembly to exercise thai suthor-ty visely and for the
greatest good of the greatest number; and

Whereas, in this period of rapid change in the economic
climate, it is difficult for the members of the General Assembly
to exercise responsible judgeent unless ndequately infor 24 in
sach complex areas as the regulation of public utilities; and

Whereas, the establishweunt of uwtility rates and the
maintenance of an equitable balasnce betuween ihLe legitimate
interest of the companies and the necessary protection of the
consumers are ongoing problems which will face successive
sessions of the General Asserbly:

Now, ¢therefore, be it resolved by the Senate, the House of
Representatives concurring:

Section ) - Fotwithstanding the provisions of the
Executive Budget Act, there is hereby e¢stablished a permanent
Otility Review Coamittee to evaluate the actions of the State
Dtilitles Cosmission and analyze the operations o€ the several
utility companies doing business iun North Carolina and make

periodic reports and recommendations to the General Assenmbly.




Sec. 2. The Htility Review Committee shall consist of
six sitting members of the General Asseamably, three to be named by
the Speaker of the House and three by the Lieutenant Governor.
The chalrman or co-chairman shall be elected by the commnittee
from among its members.

Sec. 3. The Utility Review Committee shall continue in
existence for five years, beginning July |, 1975; and any vacancy
occurring during that period shall be filled through appointment
by the presiding officer of the appropriate house.

Sec. u. The Utility Review Committee shall have
authority to employ a professional staff, giving first
consideration to employees of the Legislative Services Comamission
vho may be able to serve on an interim basis without additional
pay except as is necessary to cover travel, subsistence and such
other expenses as may be incurred.

Sec. 5. The Utility BReview Committee shall be
independent of all offices, agencies, boards, commissions,
divisions and other instrumentalities of State government except
the General Assembly. It shall not be subject to the Executive
Budget Act or the State Personnel Act.

Sec. 6. The 0tility Review Committee shall have no
requlatory authority, but may exercise the following powers and
duties:

(1) To review the interim and final orders of the State
Utility Commission to the end that members of the General
Assembly may better Judge whether these actions serve the best

interest of the <citizens of Rorth Carolina, individual and
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corporate,

(2) To review the prograans, projecus, sounrces and
amounts of income, prcformance and asccomnplishment s of  uwtility
companies doeing business in North Carolina to determipne whethier
expenditures plowed back into the rate structure were in  all
cases appropriate and necessary.

(3) To 1inquire into the role of the State Utilities
Commission and the several utility companies in the developrent
of alternate sources of encrqy.

(%) To inquire into the individual! and collective
effort of the utility companies to encourage the conservation of
energy and thus reduce requiremeunts for additional generating
facilities.

(5) To submit evaluations to tane (lneval Posembly, ftrom
time to time, of the performance of the 5sHuate Utilities
Commission and the various utilities ovperarng an the State. ¢
proposed draft of such e¢valuation shall be aghmitted to  thie
utilities comerissior and the affected pabiic uwtilities prior *o
submission to the General Assembly and ntilitis~s -<ozxwission and
affected wutilities shall be givern an cpportenity to be heard
before the Utility Reviewvw Committee betore the evaluation 1is
finally completed and subnitted to the General A=senb:y.

Sec. 7. The Utility Review Committee, or its designated
agents, shall at all times with pruper notice, hzve access to
such books, records or other documents relating to expenditures,
revenues, operations and organizations, public aud privete, as
may be necessary to the performance of its mission.

Sec. 8. In the discharge of any duty *mposed by law,
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‘ APPENDIX 2 - HISTORY OF UTILITY REVIEW COMMITTEE MEETINGS

Meeting | - 7/23/75

organizational Meeting
Committee and Staff

Meeting 2 - 8/7/75

(1) Utilities Conwmission's inmplementation of [975 utilities
legislation

(2) Natural gas shortage in N. C.

(3) Utilities Commission hiring practices

(4) Original cost v. ®“fair value"

Speakers: Marvin Wooten, Chairman, Utilities Commission
Ed Hipp, Utilities Commission Counsel

Meeting 3 -~ 8/28/75

(1) Carolina Power and Light Co.'s ]2% interim rate increase:
reasons for approval by Utilities Commission

‘ Speakers: Marvin Wooten, Chairman, Utilities Commission,
and Commission Staff

Meeting 4 - 10/3/75

(I) BRole of Attorney General's Qffice (Utilities Division,
Department of Justice) in Utilities Commission
proceedings

(2) Recommendations concerning needed changes in utilities
regulation (by Carolina Action)

(3) Citizen complaint of improper treatment re: telephone
service

Speakers: Rufus Edmisten, N. C. Attorney General

Bill Brady
Todd Ragsdale Carolina Action

Estelle Clinton

Mrs. E. A. Priddle, Stokesdale, N. C.

. Meeting 5 - }0/30/75
(I) Piedmont Natural Gas Co.'s rate increase

(2) Conmmission activity re: VEPCO rate increases
(3) Duke Pover Co.'s delay in construction of Perkins
Nuclear Units




(4) Reguest for Commission to hold night hearings
.Speakers: Marvin Wooten, Chairman, Utilities Commission

Bill Weatherman, Carolipma Action

Meeting 6 - 2/17/75

(Committee met to support the Lt. Governor's presentation on
Peak Load Pricing which was held at the Utilities Commission)

Meeting 7 - |/9/76

Telephone directory assistance charge; exemption for
blind persons

Speakers: Marvin Wooten, Chairman, Utilities Commission

Bryan Houck and Walter Sessoms, Southern Bell
Telephone Co.
T. P. Williamson, Carolina Telephone Co.

Dr. Bill Waters, Director, N. C. State Division of
Services for the Blind, Raleigh

Mrs. Staley, N. C. Federation of the Blind, Charlotte

Judge C. C. Cates, N. C. Commission for the Blind,

Burlington

Daniel L. Taylor, Attorney at Law representing the
Governor's Blind Advisory Commission, Winston-
Salem

James Wells, President, N. C. Association of
Industries for the Blind, Raleigh

Ray Pruette, Past President, N. C. lion's Associa-
ion for the Blind, Franklinton

John A. Laurents, Diabetes Association, N. C.
Affiliate, Inc., Charlotte

Theodore Bryant, President, N. C. Council of the
Blind, Raleigh

Myrtle Garris, President, N. C. Association of
Horkers for the Blind, Raleigh

Ben Eason, American National Insurance Company,
Raleigh

Meeting 8 - 2/12/76

(1) Bill of Particulars submitted by Lt. Governor re:
questions to be addressed to the Commission
’ (2) Proposal to obtain expert professional staff to advise
Utility Reviewv Committee
(3) Discussion of questions to be addressed to the Utilities
‘ Commission and its staff, and to the Attorney General's
office
(4) Election v. appointment of Utilities Commission members

Speaker: James B. Hunt, Lt. Governor




Meeting 9 - 2/27/76

questions addressed by URC
(2) Response by Attorney General's staff to questions
addressed by UEKC

. ({) PFiling of written response by Utilities Commission to

Speakers: Marvin Wooten, Chairman, Utilities Commission

¥ Robert Gruber, Assistant Attorney General,
Utilities Division (Department of Justice)

Meeting |0 - 3/10/76

(1 Duke Power Co. presentation re: recent media accounts of
Co. profits; prediction that no rate increase requests
vill occur for 2 yrs.; factors that have caused
electricity rates to increase; attitude towards peak-
pricing proposals

Speaker: Carl Horn, Jr., President, Duke Power Co.
Meeting || - 3/18/76

(1) Utilities Commission response to Lt. Governor's Bill of
Particulars and URC questions

3
Speakers: Marvin Wooten, Chairman, Utilities Commission
George Clark, Commissioner

Barbara Simpson, Commissioner

Ed Hipp, Commission Counsel
Bob Koger Commission Staff
Andrev Williams




