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Spester of the Nouse of Nepresentatives

This tepoit addie0008 the need Lo Continue tue Soctions--
116 and 13)--of the Public Utility Deguletesy Pelicies Ast of
1970. Title | of the asct was cotadl ished te cncousage con-
setvation of enectgy supplied by electiic utilities, olficloncy
in vwee of facilities sad teseurces by these wtilitics, sad
oQuitable totes to electsicity consumecs. BSectiea 11§ ¢ ssoe
onnusl tepecty by State ¢ latety authetitics, nontegeuloted

electsic utilities, and the tasat of .oc'! o thei:s
status in cemplying vith patrte of the sct tels te consid-
esotion of retail electiic rogulotocy and rotemnding stondesds.

Sectien 1)) of the act teguites cottain utilities te bicaninlly
suhait estensive cest-ef-estvice filings te the Pudetsl Bmecrgy
Megulatecy Comnission ond theisr reapective State regulatery
suthesities.

Yo conducted this reviev te 260008 the continwed need
fes the legislation in light of pceposed adninistiotion dulpet
teductions affecting section 116 cenpliance., ond the vadetes-

- sined weelfulness of the section 133 cvbaissions.
Cepiloes ot a1e Doing seat te the DBisectes,
Oftioce of h..r.nt ond Dudget; the Becrotecy of Bnecgy:
the Cholrnsn, Podesrsl Bnesgy hegulotecy Cammission); the

douse and Seanate Conmittees and subecennitieoes having ever-
sight roapensibilities for the mettecs discuseed ia the

tepost.

’ b , M G’u&,
i IS @A

eI TS x

Unstmoune 04 Act ing ~C ellet Gomecesl

Jastilicat o1 ' of the Umi Notn

o |

.Hn vt |l any {




LUl eaule. ASL udalL. BODAN]
aL?utT lau aLyvinbALela L s Hb

vl iRuLLLER Ll RoAnL ' o PuBLiC vl abeveaivag
NaPUKE i iMe . AL RY P .ilolaos ALl b i S L ASGLLY
w ot 282

VAU eacetl 49 8, Lie (uNgless PaBBOYd LuE Fuwi i
Licitl, mogui8ioigy ¥ .sdodes ALt Titie | sl the

S l, @b SdJIOsses 10LBLL L OLe BRJ 10gei8tuly

e 108 Lot sletid. wlivitlios, vas e8taciinned

lu S0 vul 840 - VAMIIVALIVA Ul e00E 4] Buppliou L,

elovtiit. wtiittios, eflicioncy 10 woo vl lecisities
4n) 100UV .08 vy LhORE uliill, od, 408 oyuvilewie

tales tu eiectiicity . vasusets. Tilie | reguites

ee<a atete toguiotuly GutdotItly, 0 Lhe 800 ! evel,

e tiiv wtililty Lot oBICh il RES 101000123y Swldel -
ity., 88d AUAlOYUIBteY i ti iy stlilities ty (wasilael
oad Joteraine oNOLlhet Sduptiva VI LepitBentat iun

ol P4 10te8a8ing SAJ 1OYuibtlul LRIl USs o spplv

viidte L. Sihieve L@ Ppuligos®s -1 the ».1 a0 ,

sLOtOd anvd Sl Liit Lo WOIY jiven LLle® geel s Ly .90
rite the ptocess. in adniition, >tetes and Wt
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AU loshed specifically et sestion Li6 secause UL 1
uadec 1d0d regactding the spesific contonts ot tae
SARUA]l rePaste to Do Jtoplsed alter tae talte ene.

wald loened spesifically ot seetion L)) to seteraine
the coet te utilities to psepace tae 48t 80 to
4eteraine tag uoe of tRhQ SuBALIENLI0A8 oy tae fPesesel
wOVOIASOAL SIACEe LAGIO 10 A0 ABRGELHE uBe. (Bee0 p. ).)

SLates ond aoaseQuioeted utiiitied avet ceagliote tue
<oasideiatien 00805 ainntion of Lae Standeses vy
vesdber 9, 196), and DGE'e socead nnusl tepest
piojecte taie eill oocus. DS plens te iasluse ialoc-
8814108 oA Lhe 08t L6 aoathe of tad )0 80ALA 0RO LNGI -
Lioa snd deternination 100 (5400 ia L0 talite sanusl
sepoit. Althouwyht ne tissel 1003 soney 10 svtyetesd
1ot psopeasation of the annuel tepect, D08 otticiale
8813 tRat Sene 088l wouie 00 G0vELled Lo propering the
thatid snnual topott. 000 pp. ¢ ond 4.

M8 18 uncieal tegasding Lae epecilic contoats of tae
onnual tepuite alfter Lhe taicd one. OUl oelioves Lhe
-vatents Should fucus va tae stotus of the coasilerse-
tion process, Mt Lhe 8ctusl LBG.000utotION Of the
stendetds. 000 p. V.

e peopasation ol Lutuie aRuel (OPBILE 10 )eepeidised
Ly the adsiaistiotion’'s piopesee dudpet cuts. Twe
eftectivensss of the VUG onavel tegeits 18 semewhst
wssaened Dy uatinely and noavesilite i1alotaetion vu
actual Stete and utility pregress ila conaideting am
880ing & d0LerBiIANLiION Oa the SLoNdetds. (0ee p. §. .

. inforaation oa State aAd uwtiiity tatemsding stetus 10
avaiiodie lr0a 20uIcos OLROI tROR DUA. do0e ot tae
Jate 10 00t LINGly tAGA LG A8LOL14] PEOBOALEd 10 'S
annudl tepost. (Bee p. 9.)

The 4ct 10QuUiIres oves Jd% electiic utiiities with sanve:
fetail sales escooding 0 B1)i10n si1l0vatt-a0uis (ama)
tu comply with sectiona |)). FadC's Laplieseanting 1egula-
tions tequite about |70 utiiities--Ltaete vwiln annual
tetall sales groeates thea one Dillioa AEh--t0 i1aitially
tiie vn Novembet |, 1900 aAd r0quiltes Lhe [0BaiNINy
saaller utilities to i1aitialiy file oy June ju, lfe«.
The numbetl 2t utilities ia a State teyuitea tu tiile
tanyes lrum | to ¢4. (8ee p. 19Y.)

lhete is wide variance among wtliilties f1eygaraing the
- vat to coaply with section J}). Nowever, utliliities
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Jenerally said it is expensive. Ofticlals et sose
small utilities stated that section 133 costs were
especially burdensose to thea. Usspite serving fewer
custoaers, the load research saaple requireaents tor
saall utilities are nearly as large as tiose of tne
auch latger utilities. (Bee p. 15.)

AcCcotding to both FERC amu utiiities, some ot tue in-
foraation requised Dy section 1)) duplicates ialorme-
tion already collected by tae Pederal uovernmeat.
FinC's i1avolvemeat with the filings 18 liaites to
SuUthOC 131N C20APLIOA end SELEABION [OQuUEsSta, feView-
iag tae tilinygs tor completewess, anu setving 68
tepositoty (or the tilings. (See pp. 1) and le.)

the cuttent use ot the section 1) Liliags Uy tae
fedetal wvesrndeat, States, utilities, and apecial
iatetest yrouys 15 AiRlBel. Buweves, tae 1aitia
tilingo--sunBittee In NOVORDe! i¥veU--al@® [(eCOAt.
Tae coateat, saalyses, sad goteatial use ol the
eeta hes yot to DO tRorougaly tevieweu by States
and sPecial i1ntecest Jroupe. (dee p. 4.

whiv (oconnends thaet the .Ongless

--0R8ui e, LATOugR Lhe epplopt iations glocess,
thet DOS nas sulficieat priocity to peepale
ond suaBit ILS tALLd annuel teperlt to t
Precident and the L0NYIe8s IR & Liaely leshiun.
The tALId tepuitl would sudiess actusl Stete
ond ulility ptogress fos the last |6 soaths
ol the )0 BOALh considelation ana detelaline-
tion process.

~-legeel o0ction Lib ul the oct ellective
elter the compiotion ofl DUB'S taLId annvael
fopgeit. Tie would reduce the pagelworle
butden oa peth thae Pedetal woverameat and
the ptivete ooctol, and ellainete the cost
Jitinetely DOIRe Dy the iAaJividue. tespeyec.
It thete 10 Lutute i1nLELOOL in Lhe tatEmatiny
status ol Btates and utilities taal 1 aot
setislieod by 8valieoie tepelts, tue COAyYLess
COn (0QuUESt Lhe PCOPalation ol such sepoits
ot (utute tines. (Bee p. |Y.)

wAU 1econsends that tae (halisan, Phal, teviev and, a»
apptopt iate, tevise i1tls cegulations (or iaplemsentiny




section 133 in order to reduce the cost and burden on
utilicties. In doing so, PERC should, before the next
filings are due,

-~=geview the extent to which date collected
under section 13) duplicates other dats sub-
mitted to the Pederal Governament,

--assess whether the number of utilities requited
to comply with section 1)) should be reduced in
tecrmes of sise, number of utilities reporting
pet State, etc., and

--determine wvhether the dats i nctuollx being
used by the parties for which it was intended
and the benefite received frea use of the dats.

It PERC finds that It 18 cost beneficial to amend its
tegulations to reduce the nusber of utilities requised

to comply with section 1)), it should seek such suthority
ftom the Congress. MNowever, (I FEBAC shows that overall

the costs to utilities to comply with section 11) ate
Jteater than the benefits (as demonsttated through the

use Oof the submissions) to States, special iaterest Qroups,
and other potential users of the filings, then PERC should
tequest that the Congress tepeal the section.

MeENC) CORRANTS

GAO tequested olficial DOS snd FEOC comments on o
deaft of this topott. PRBC 41d not provide official
commpents. (See p. 20.)

ODE eqteed that it should provide sulficient priosity to
ptepate and subsit i1ts thitd snnuel teport in a timely
fashion, and that section 116 of the act should be repealed
after the completion of the third annual report. (See p.
d)

DOg disegieed with o proposal In GAD's draft ceport that
section 1)) of the ect be tepesled. DOS believed that
the repesl of section 1)) would be prematucre; DOE felt
thet insuftficient tine had elapeed since the initisl
filings to assess the usefulness of the (ilings to
States and intervemors. DOS fevored & streamlining

of the section 1)) tequitements, including & reduction
in the nusber of utilities roequisted to tepott. Afte:
considering DOB's ressons for not repealing section
13), GAO 18 recommending thet PERC perform & thorough
feview of the tequlatorty butden and the use of inforsa-
tion with a view towaid possible streamlining and, it
spproprlate, repeal of the requiresent,
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ABBREVIATIONS
APPA Amer ican Public Power Association
DOB Departaent of Energy
PERRC Pederal Energy Regulatory Coaaission
rec Pederal Power Comaission
ryYy Piscal year
GAO General Accounting Office
kith kilowatt-hours
NARUC National Association of Regulatory Utility

Comaissioners !

PURPA Public Utility Regulatory Policies Act
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Adavertising standara As aefinea oy PuxPA, no electric
utility may recover from any per-
son other tnan tne snareholders
(or otner owners) any direct or
indirect expenaiture oy such
utility for promotional or polit-
ical advertisang.

American Public power A national service oryanization ‘
Association (AprA) representing over l4uu puplicly-
owned and locally regulatea elec- :
tric utility systems in 4o States, §
F ruerto kico, wuam, and virgin lslanus. ‘
¥
f
|
i

Automatic adjustment As detined by PURPA, no electric
clause stanaard utility may increase any rate pur-
suant to an automatic aajustment
; clause unless such clause is
determinea to provide etficiency
incentives at least every 4 years
and reviewed to ensure maximum
economies at least every <« years.

Cost-of-service standard As detineda by PunPA, rates charged
by any eisectric utility for provia-
ing electric service to eaci class
of electric consumers .snail pbe
designed, to the maximum extent
practicable, to refiect tae costs
ot proviainyg electric service to
sucn class.

Covered utility As aefined by PUkrA, a utiiity having
total sales of electricity for pur-
poses otner tnan resale exceeulny Suu .
million kilowatt hours in any calen- :
dar year beginning witn 1970 ana '
before the immeulately preceaing ;
calendar year.

Declining plock rate As defineu by PukPA, tne eneryy com-
standarda ponent of a rate, or tne amount
attriputable to tnat component,
cnarged by an electric utility tor
providing electric service auring
| any period for any consumer class,
' may not decrease as the class' kwn
( consumption increases uuriny sucn
: period unless tne utility can aemon-
. strate tnat the cost attributaoie
f to the energy component is aecreasing.
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Edison Electric Institute
! (EE1)

Electric Power Kesearch
Institute (EPRI1)

Electricity Consumers
Kesource Council

~ Information to consumers
standarad

Interruptiole rate standara

Kilowatt-hour (kwh)

Load management tecnniques
standard

Master metering standara

The association of investor-owned

electric utility comgpanies in tne L
vnited Staces. Its meapers generate
78 percent of ail tne electricaity

in tne country ana service more

than 77 percent of all ultimate
customers in the wation.

A national organization represent-
ing the Nation's electric utility
industry--pubnlic, private, and
cooperative--wnich conaucts a pbroaa
program of researcn ana ueveiopment

in tecnnologies for electric power ’
proauction, transmission, aistriovu-
tion, and utilization tnat 1s econom-
ically and environmentally accept-
aole.

An organization ot 1ndustrial elec-
tricity consumers wno auvocate poii-
cies on electricity availapility ana
races.,

As defined by ruRPA, eacn electric
utility shall transmit to each elec-
tric consumer information regarding
rate schedules witnin certain time
periods.

As defined by PURPA, a rate ofrered
to each inaustrial and commerciai
electric consumer tnat snall retiect
the cost of proviaing interruptipie
service to tne class ot wnhicn such
consumer is a memper.

A pasic unit of electric eneryy
egual to 1 kilowatt ot power supplled
steaaily tor 1 hour.

As defineu by PunrA, each eiectric
utility shall offer to 1ts electric
consumers loaa management tecnniyues
that tne state or nonregulateua utility
determines 18 (a) practicavle ana
cost-ettective, (b) reliaole, anu

(c) capaole or proviaing usertul energyy
or capacity management aavantayes

to tne electric utilaty.

As detined by PURPA, master meteriny
of new puildinys is pronivitea or
restricted.




National Association of
Regulatory Utility
Commissioners (NARUC)

Nonregulated electric
utility

Procedures for termination
of electric service
standard

Seasonal rates standard

State regulatory authority

A quasi-governmental nonprofit oryan-
ization which represents tne ygovern-
mental agencies or the 50 States,
District ot Coluavia, Guam, Puerto
RiCo, and tne vVirgin [slands enygagea
in the regulation of utilities ana
carriers. Its cnief oojective is

to serve the consumer interest Dy
seeking to improve tne quality anag
effectiveness of public regulation
in America.

PURPA defines a nonregulatea elec-
tric utility as any electric util-
ity other than a State-regulated
electric utility.

As defineu by PURPA, an electric
utility imay not terminate electric
service to any electric consumer
except when (1) reasonable prior
notice is jiven to the consumer and
such consumer has had a reasonaole
opportunity to dispute tne action,
and (2) the State or the nonregu-~
lated utiiity has established tnat
the service termination is not
dangerous to the healtn ot the con-
sumer, and such consumer establishes
their inability to pay in accoruance
with utility billing reyguirements

or ability to pay only 1n install-
ments.

As defined by PURPA, rates chargjea
by an electric utility for provia-
ing electric service to each elec-
tric consumer class snall oe on a
seasonal pbasis reflecting tnhe costs
of providing service to each class
at different seasons of the year (to
the extent costs vary seasonally

for such utility).

Any State agency which has rate-
making authority with respect to

the sale of electric enerjy by

any electric utility (otner tnan

such State agency), and 1n tne case
ot an electric utility over wnicn

the Tennessee Valley Authority has
ratemaking authority, such tera
means the Tennessee valley Autnority.
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Time~of-day rates standard As cefined Dy PURPA, rates charged
by any electric utility for provid-
ing electric service to esch clase
of electric consumers shsll be on
8 time-of-day basis reflecting tne
costs of providing electric service
to each class at different times <!
the day.
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CHAPTER 1

1NTRODUCTION

In response to our enerjy proolems, tne (onyress passeu
five separate acts on Novemver 9, 19748, collectiveiy xnown as
the National knergy Act. The Public ULUtility Mejulaetory Poli-
cies Act (PURPA) (P.L. 95-617), one of the 5 acts, aguresses
retail regulatory policies tor electric ana 4e8 utiliitaies,
small nydroelectric power projects, Crude 01l transportation,
and certain Federal eneryy authorities. wOw atter asote tnen
two and one-half years, 2a)0r 2anqatory responsidliities Jnuet
title I Of PURPA are nearing tneir compliance deadiines.

BACKGROUUND

Title I of PURPA deals with electric utility retei. 1ate-
making and regulatory policles. The three purgoses of tit.e |
are to encourage:

~-~conservation of eneryy supplied Ly electric atiiities,

--optimua efficiency in use of facilities and resour.es
by electric utilities, ana

--estadlishaent of equitable rates for consumers.

Title I requires each State regulatory authority otate:,
with respect to each utility for wnich i1t nas ratesakinyg
authority, and each nonregulated electric utility to considet
and deteraine, after pudlic notice anu heariny, whether auout-
ing five regulatory standards 1/ and 1apliesentiny 813 ratesan.ny
standards 2/ are appropriate to Carry out the purposes Ot tne
title. The consideration and deteraination 18 requlired oniy tug
those utilities with annual retail electric sales exnceediny 5Suu
million kilowatt-hours (kWh). TO assist 1n this process, titie |
authorized a saximua of $40 miiilon 1n yrants tor States and nun-
regulated utilities for fiscal years 1979 ana l%wuy Of wnach Siv
million was appropriated and yranted in each ot tne tiscal yeals.

1/Tne five regulatory standards are: aaster aeteriny, intor-
mation to consusers, procedures for teralnation ot service,
advertising, and automatic adjustment clause.

2/The six ratemaking standards are: cost-of-service, Jdeclining
block rates, time-of-day rates, seasonal rates, Lnterruptivie
rates, and load manajgeaent techniques.
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line rates--rateas generally set below the coat-of-service in
order to provide a subsistence level of electric energy--often
conflict with the purposes of title I,




HEED FOR FUTURE
ANNOAL REPOATS 1B wWESIIVMEY

The effectiveness of the annual reports aancatea oy section
116 of PURPA is somevhat weakened by untimsely ana non-verified
information on actual State and utiiity progress in consiaering
the standards, and the lack of a reporting category to correspond
to actual activities on the status of the consideration and ceter-
aination process. In addition, similar information is availaole
from alternative sources. Purther, proposea aaministration ouaget
cuts )eopardize future annual ceports.

S Bt ANl Afpour

The DOE annual report required by section 116 provides a
status report on the mandatory consiceration and deteraination
process. DOE believes that the reports should not focus on
the actual implementation of tha standards. Accoraing to DOL's
second annual report, which was dated May lvél, and reflects
State and utility activities under title I through June 30, lydv,
sost States and nonregulated utilities will complete considering
and making a determination on adopting and implementing the li
standards by the statutory deaalines. Additional statistics
teported by DOB show the status of the consiageration ana aeter-
aination process for the regjulatory and ratemaking stanaaras.
status is divided into: process begun, process cospleteu, anuy
percentage adopting/implementing 1/ the standard wnere process
is completed.

J/According to the 00K annual report, aaoption and implementa-
tion are synonymous for the catesmaking stancards.

Ay




refcentage ol covered electric
Jtillities 1n each cateyory as

ot Juyne J¢, lyey
Agoption/
iaplemsenta-
tion wnere
Process Ptocess process coa-
stanuatg Segqun coagleteq pietey
heyulatory standard
Master aetering standard 82 47 7y
Automatic adjustameant clause
standard 17 Si 35
Information to consumsers
standard 75 35 90
Termination of service
standard 89 54 99
Advertising standard 86 4d 74

Ratemaking standard

Cost-ot-service standara 73 23 97
Declining block rate standard 70 47 93
Time-of-day rate standard 70 24 X
Seasonal rate standard 71 24 638
Interruptible rate standard 66 16 76
Load aanagement techniques

standard 66 21 90

Even though States and nonregulated utilities adopteu the
standard as appropriate to promote the purposes ot tne act, our
work indicated that actual impleaentation of the stanaarus has
been limited because (1) States and utilities have not yet
developed tne standard-based rates and (2) custoaers have not
yet acceptea the rate if it is voluntary.

Little anticipated effect
on status from court case

Although DOE's annual report was issued after the Mississippi
Pederal district court found title I unconstitutional, it appears
that the coampletion of the consideration and deteraination
process within the mandated time frames will not pe unauly
affected. The mandatory two year time frame for tne five regu-
latory standards expired vefore the court decision. There were
less than nine months remaining in the three year consideration
and determination process for the six ratemakiny standards
when the court aade 1ts decision. Following the Jdecision, tne
nNational Association of Regyulatory Utility Commissioners (NARUC),
on Fepruary 26, 1981, approved a resolution asking States to
continue implementiny PURPA requirements until completion of tne
Pederal appeal process. The States are responsible tor con-




ducting the consideration and determ.nation process for about

80 percent of utilities covered by title I, Contrary to the
position of NARUC, the American Public Power Association (APPA)
has called for repeal of title I because 1t believes the money
spent to comply with title I does not justify the benefits. APPA
justifies this position by stating that some municipal utilities
spent hundreds of thousands of dollars to prepare for hearings
and had no citizens show up. APPA adds that the annual reports
required under section 116 are burdensome.

While discussion with DOE staff indicated some uncertainty
about State and nonregulated utility compliance with title I,
DOE did point out that many States are "well into" the consider-
ation and determination process and will probably complete it
in spite of the Mississippi case. There is only one State--
Texas--that has decided to discontinue the title I process
until a Supreme Court decision. According to DOE officials,

DOE activities under title I have not been curtailed as a
result of the Federal district court decision,

EFFECTIVENESS OF THE REPORTS

The effectiveness of the annual report is somewhat weakened
by untimely and potentially inaccurate data as well as lack of
a reporting category to correspond to actual activities. The
requirements of section 116 were designed, among other things,
to provide the President and the Congress with information
regarding the current status of State and utility progress
under title I. As discussed in our recent report 1/ on the
need to improve the timeliness of the third annual reports,
we found that under existing reporting procedures the infor-
mation contained in the reports is 4 months old when submitted
from States and nonregulated utilities to DOE and 10 months
0ld when reported from DOE to the President and the Congress.
Because the data contained in the DOE annual report is out of
date when submitted to the President and the Congress, the
effectiveness of the report in providing up-to-date information
for congressional oversight activities is reduced. Although
DOE believes the timeliness of the data in the annual reports
should be improved, it has taken no definite steps to correct
this situation.

In addition to the issue of timeliness, DOE has not estab-
lished a monitoring system to assure accuracy of data sub-

1/"The Department of Energy Needs to Improve the Timeliness
of the Third Annual Reports on Title I of the Public Utility
Regulatory Policies Act," EMD-81-56, April 28, 1981.




aittea. Purtner, States voiced concern tnat tne firzst two response
cateyories regarding status of the consiugeration anad aeteraina-
tion process do not accurately reflect the actual stages of tne
compliance process. The first two status catejories are: (1)
process not oejun and (<) hearing uate set bDut hearings not

pegun. States pointed out that auch activity occurs prior

to establishing a heariny cate, but the DOB reporting fora aoes
not recognize tnis. Consequently, States delieved tneir rate of
progress was underestimated, mainly in the early pnases of coa-
pliance. This concern is aitigated now pecause aost States

nave at least established a hearing date. Because of tne concecrns
aoout tne timeliness and accuracy and appropriate reporting
cateyories of the data, States have questionea the value ot

the annual reports.

ALTERNATIVE SQURCES OF
INFORMATION

In addition to the DOE annual report, inforaation pertaining
to State and utility proyress in the ratemaking area 1s availaoie
from other sources. In 1975, NARUC, with the Electric Power
Research Institute, Lhe Eaison Electric Institute, tne Aaerican
Public Power Association, and the National Rural Electric Cooper-
ative Association, initiated tne Electric Jtility Rate Desiyn Stuay.
Tnis study, which has prepared over 8V reports, is designed to
increase tne regulators' and inaustry's knowieaje of rates and
their impacts on energy consumption and utility operations. In
January l1938l, the NARUC votea to continue funaing tne Rate Oesiyn

" StUGY. .

In August 198U, NARUC polled its members regaraing tneir
s progress in complying with title I. In its letter to 3States,
. NARUC stated the purpose of its stuay was to:

"* * *optain accurate, current aata on the 3States'
PURPA progress. This is a very important ques-
tionnaire. wWe believe it is essential for NARUC

to have the accurate, current information the
questionnaire seeks 80 that NARJC will oe pre-

pared to respond promptly, fully, ana persuasively

to Conjressional comnittees which continue to ex-
press interest and concern about the progress being
made under the voluntary reyulatory and ratemakiny
standards of PURPA. The inforamation you provide will
also permit us to clear up some of tne contusion tnat
imay nhave been caused by flaws and amoijuities in tne
Department of Energy's own questionnaire on PURPA."

: NARUC's tinal report, issued vecemper 1, ljdu, containea less uetaiieu
a out .ore timely information on tne State anu utiiity consiueration
process.




COST UF COMPLYING WITH

When submitting the annual report focrm (or appcoval Lo Lie
Office of Management and Budget in 1979 and 1980, DOE providaeld
estimated figures on the staffhours, but not cost, that States
and nonregulated utilities used to complete the paperwork required
by section 116. In addition, DOE estimated the cost, but not
staffhours, to the Federal Government to develop, print, and
distribute the form and collect and analyze the results. Listed
below are the estimated figures:

Total staffhours to complete form a/ 1979 1980
States 6,440 3,928
Nonregulated utilities 3,880 2,366

Total cost to Federal Governament b/ $182,535 $259,160

a/DOL explained the reduction in State and utility
staffhours as due to clarification of the form and
a reduction in data collection requirements.

b/The cost to the Federal Government increased mainly
in the area of data analysis.

IMPACT OF BUDGET REDUCTIONS

Title I requires that DOE continue to prepare an annual
report through 1990. However, the administration's proposed
fiscal year 1982 budget severely reluces the appropriations
for Utility Programs, the DOE office responsible for imple-
menting title I. 1/ DOE's budget for Utility Programs has
been reduced from a fiscal year 1980 appropriation of about
$29 million, to a fiscal year 1981 appropriation of $17 million,
to a fiscal year 1982 request of $5 million. This represents
an 83 percent reduction between 1980 and 1982.

1/0n May 8, 1981, the Office of Utility Systems' programs
were dispersed but not eliminated. The two offices in-
volved in title I work--Rates and Energy Manageamnnt and
Regulatory Interventions--were transferred to Office of
Program Operations.




According to DOE's proposed fiscal year buajet for
Utility Progjranms,

“Ine FY 1342 request reflects resources for tne Power
Supply and Reliapility acitivity to continue prograns* * *
No funds are requestea in FY lJd8s for eitner tne Rates
and Energy sanajeaent activity or tne Regulatory Inter-
ventions prograa. 8oth of tnese activities aideud State
utility commissions in complying wita tne Puolic Jtility
Regulatory Policies Act of 1374 (PJURPA)."

Tne oudyet proposais inuicate chat no further .aoney 18 explic-
, itly requestea for title 1 ailthough DUE officials told us

tnat soae VUE statt will pe devoted to preparinj tne taird
annual report. DOE staif are unclear on wnen tne tnira annual
report will oe issuea and ho# in-depta the report wiili ve.
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CHAPTER 3

COST AND BURDEN OF COMPLYING WITH

SECTION 133 IS NOT JUSTIFIED BY USE

The development of data satisfying section 133 requirements
is an expensive undertaking for utilities with limited current
use. However, utilities have only recently submitted their
first filings. The content, analyses, and potential use of
the data has yet to be thoroughly reviewed by States and special
interest groups. This chapter focuses on (1) use of the data by
FERC, DOE, States, and other entities, and (2) the utility costs
of compliance.

CURRENT USE OF DATA LIMITED

The Congress intended that cost-of-service information be
readily available on a timely basis to all concerned parties.
The data is expected to be used by interested parties in re-
tail electric rate proceedings. Potential users of the data
include the Federal Government, State governments, and inter-
venor and special interest groups. According to FERC, "the
required infcrmation is expected to be used, at least ini-
tially, on a case-by-case basis, irvolving one utility or a
very small number of utilitiesa.”™ Our work indicates that
little use has been made of the 133 data and no definite plans
have been made to use the data in the immediate future. How-
ever, the filings are recent. Most of the first submissions--
for utilities with annual retail sales exceeding one billion
kWh--were submitted in November 1980. According to both DOE
and FERC, 1t is too early to determine whether future filings
are needed. The contents and potential use of the submissions
are currently in the process of being reviewed by States and
special interest groups. Some States and special interest
groups indicated they might use the filings, although they
generally could not specify exactly how or when. According
to FERC, it may take several filings for States and other
potential users to educate themselves on the contents, and H
determine the usefulness, of the data.

State, utility, and Pederal officials pointed out some
drawbacks to the data which limit its use, including (1) some
of the load research data is "best estimate® and not "actual,"
(2) the data has not been reviewed by the States or Federal
Government for accuracy or completeness, (3) there is non-
comparability of the data among utilities due to different
reporting periods and non-uniform format, and (4) information
is frequently outdated for use in rate hearings. There was
some concern among a few States that utilities are simply
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"filling 1n numbers” 1n order to meet reporting deadlines.
Four utilities confirmed that view, telling us they were
not really satisfied with thair submissions, but filad tham
anyway to meet deadlinas.

Use of data by Federal Government

Although titla 1 raquires that utilities prepare detailed
operating cost data and submit it to PERC, FERC's involvement
with the filings to date has beean limited to authorizing util-
Lty requests for exemptions and extensions, reviewing the
submissions for completeness, and serving as a repository for
the filings. FERC has no plans to specifically use the data.
Likewise, DOE 18 not required by law to use the data and has
no definite plans to use 1t. Neither DOE nor FERC is pre-
paring to report to the Congress on section 133.

FLRC processed exemption requests from 44 utilitiesn
and extension requests from 37 utilities for the 1980 filing.
Over 150 utilities were required to file in 1980. FERC had
planned to review by February 1981 all utility submissions
for completeness, 1.e., assure that data had been provided
on 63 factors. As of July 31, 1981, this had not been done
and FLRC could not project when this would be completed. FERC
has no definite plans on following up with utilities that have
not submitted all the required data.

FERC 18 not required to verify the accuracy of the data
| submitted, and has no plans for doing so. DOE officials
’ responstible for title I stated that they will probably look
at some of the filings but had no immediate plans to use
the data. DOE i1ntervention staff, which has intervened in
- a limited number of utility rate cases, has used some "section
. 133-type data" but did not use the section 133 filings to
obtain the data. However, the administration's fiscal year
1982 budget provides no funding for the intervention group
P or other DOL groups responsible for title I.

We could find no specific instance of States actually using
the section 133 data. It appears there will be little use of the
data by the States in their consideration/Jdeternination process
for the PURPA ratemaking standards.

Some States we visited planned to use the data for non-
title I purposes including (1) obtaining avoided cost data needed

13
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for PURPA title II and (2) rate case hearings 1n general.
Several States pointed out that they have the authority to
requlre "section 133-type” data from regulated utilities
without the Federal mandate. One State believed the section
133 i1nformation was useful to it as it required utilities

to suomit a large amount of data they would have balked at
had the State commission requested it. Some States were
unsure whether they would use the section 133 data. Although
the cost-of-service filing contains marginal cost data and
calculations, staff in some States pointed out that rates
have traditionally been based on accounting cost and would
probably continue to be in the future, resulting in a part
of the filings not being used.

Utilities

Utility officials viewed the filings as unnecessary and
costly and said State regulatory commissions did not generally
require such detailed or extensive information. They stated
that more limited load research and cost data necessary for
utility programs was collected prior to PURPA. It was unclear
to utilities whether, and how, the Federal Government would
use or review the data. Many stated that some of the informa-
tion 1s available elsewhere, such as on F.P.C. Form No. 1 1/,
in cost-of-service studies, or in rate increase submissions.,

FERC agrees that some data on accounting cost duplicates
information submitted on F.P.C. Form No. 1, including data on
such items as depreciation reserve, depreciation expense,
construction work in progress, accumulated deferred income
tax, materials and supplies, electric plant held for future
use, and payroll. The Edison Electric Institute claims that
the "majority of the data collected is either a duplication
of existing reported data or detail requested beyond a useful
limit for decisionmaking purposes.”

Speclial interest groups

Although the Congress intended the cost-of-service data
be used primarily by persons interested in retail electric
rate proceedings in the various States, actual or planned use
of the data by such persons is limited.

1/F.P.C. Form No. 1, submitted to FERC, is an annual finan-
cial report prepared by investor-owned utilities having
an annual electric operating revenue of at least Sl
million.

14




Wwe contacted such special interest jroups as tne Eiec-
tricity Consumers Resource council, Comwun Cause, the sational
Consumer Law Center, ana the tnvironmental Action founacation
to assess their involvement in using tne cost-of-service uatas.
Tne latter two groups thought they or thelr State-aftiliated
organizations woulu prooaply use some Ot tne section i1s3 uata
to intervene in rate cases. However, they were unaware L.f any
of the section 133 aata haa specificaliy peen usea.

According to FERC, a few persons inqgulred aoout oo~
taining the section 133 filing for a particular utility.
FERC airected the persons to tne utility or state
offices, which were in closer proximity than the resi
office. Kentucky officials saia tnat two groups (Attorney
veneral's Otfice ana Legal Aid Society) witnin thnelr otate
requested and received copies of cost-ot-service aata tor
some utilities, put tnese groups would not comment on tne
exact use to be maae of the data.

Officials of seven utilities we visiteu tola us there
either are no active intervenor groups in the area or tney
pelieve existing groups woula have difficulty using tne aata
due to lack of funds and technical expertise. une of tnose
officials believed intervenors woula neea to hite consult-
ants to pe able to use the data. A utility official 1in
Missouri told us tne Missouri Puolic Counsel woula oe using
the section 133 data. However, our discussion with tnhe
Public Counsel inaicated that section liss cata 1s not essen-
tial to them.

More than half of the utilities visited notea 1t 1s
company policy to provide intevenor groups witnh any reason-
aole aata requested. dowever, tnis is usually restricteu
to existing or reaaily availaole aata.

vificials at two Nebrasxa utilities salia, pasea on
very poor public response tO rUKPA hearings, they oellieve
the puolic is essentially uninterestea in title ., 1nCiualng
section 133, JSeveral otner States ana nonreyuiateu utiii-
ties also 1naicated public response to title i nearinys was
quite poor.

COST UF CUMPLIANCE BY UTILITiES

The cost of compliance with section 133 varies wlaeiy.
The leyislation currently reguires over «<>v utliities witn
annual retail sales exceeding 5Suu million kwn to compiy witn
section 133. FERC'S regulations reyuire apout l7v iarye util-
ities--those with annual retail electic sales exceealny one

pillion kwh--to initially tile oy ~Novemper L, 1Ydv, anu reyulres

the remaining smaller utilities (about ov) to 1nitially file oy

15




June 30, 1982. The number of utilitieg .n a State required
to tile rangyes trom one to 24.

The Energy Information Administration collected data
tor FLRC 1n September 1980 assessing the cost to complete
tne tiling. Cost estimates for the 23 utilities surveyed
ranged tfrom $130 to $625,000. These estimates were collected
betore the first filing and did not include costs for metering.

tstimates we gathered from utilities ranged from $30,000
to 5l.6 million. These figures are estimates since most util-
tties did not specifically track section 133 related costs.
some uti1littes included metering costs in theic estimates,
although the utilities were unsure of how nuch of the equip-
ment cost should be attributed to title I. Not all utilities
were able to provide cost figures.

Some utility officials claimed they may need to spend
significant amounts on metering equipment in upcoming years.
For example, one utility official indicated a need of 200
additional transponders and associated communication units
for their load research sample of non-residential customers at
an estimated cost of $250,000. An official at another utility
said they needed 100 additional load research meters, though
they had not estimated the costs involved. An official at
another utility said they may need new translator eguipment.
An official at a small utility told us consultants had informed
them they would need load research equipment costing $500,000
to $750,000 to comply with section 133.

Nine of the eleven utilities contacted in the Midwest
have made their major metering ~quipment purchases to comply
with section 133 requirements. Thus, most expenses in future
years will involve actual preparation of the section 133
filings and maintenance/personnel expenses related to the load
research meters.

Utilities must use their own funds, passed on to con-
sumers in the rate base, to comply with section 133. PURPA
did not authorize money to be used directly by utilities
to comply with section 133. FERC, the Edison Electric In-
stitute, and others, believe the area that results in the
Jreatest cost and burden for utilities conplying with section
133 is the load data area. Officials at some small utilities
stated that section 133 compliance was especially burdensome to
thea. The legislation obliges many relatively small utilities
to undertake load research efforts for the first time. Accori-
ing to an Argonne National Laboratory study prepared for DOE,
special problems might arise for small utilities that are

16
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peepacing an iaitial cesecarch eoffesrt: aanpove: and egquip-
aent costs, while similac fer all utilities. will iavelwe
8 considecrably greater ahere of & emall wtility's budget.
A basic problem that small utilities onesunter is that o
substantial ansunt of the total ceet of a lesd research

.T"" is relatively fized and is net uuua te utilicy
sise.
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uytlilities 1n the rateMaxlng dalea. whlle DOt S@CLIONS 410 anu
133 were ueslyned to provide woltnwnlie inltoraatlion to parties
involveu 1n utility rate proceedinys, 10 a tiae 0!l ouugyet cuts
anag continuing utility rate 1nCcredases 1t 15 necessary to care-
tully examine the custs anu venetits assoclateu wlth tne regu-
latory reyuirements. I'nls 13 particularly true 1t 1nforwation
serving the same purpose 1s avallaole from other sources. wow,
ROre tnan two ana one-nailf years atter PUKPA was enacted, wa, ur
State and utility responsioilities unaer title i are neariny
thelr complliance Jyeadlines anJ tne continuea neea (Ol annudi
reporting oy U0k, States, anag utilities, as mandated by section
iio of PUKPA, 18 questionapie. Tne continueda reporting vt anu
neea tor the section 133 suomissions also neeas to pe exaalneu.,
Altering the reporting reqgulrements shoula not ve construeu
as aeemphasizing the 1mportance of tne purposes ot title ..
Conservation, efficiency, and equity are lauaavie oo ectives,
and should continue to oe conslaereu as part of tne normal rate-
making process.

Altnough PURPA requires States, utilitiles ana wObL tu
continue preparing annual reports after tne manaatory ueaulines
for completing tne consideration ana aetermination process,
DUE is unaecided on the appropriate contents of tne repourts
after the thiru submissions. VOQE currently pelieves tne
contents should tocus on tne status of tne process, not on
the actual implementation of tne stanaards. At tne present
time the preparation of tne third ana future annual reports
by DUE 1s Jeopardizea Oy proposea administration buayet cuts.
viscontinuance ot the thira annual reports vy uvJn., States, anu
nonregulated utilities woula leave the actuai proygress tor
the last Lo months of the 36 month consiueration ana ueter-
mination process unadaressed oy DUE.

In our earlier report 1/ on the timeliness ot tne tnira
annual reports, we noted that the tnird and final year ot tne

1/"Tne Department of Energy Needs to Improve tne Timeliness ot
the fnird Annual reports on Title i of tne Puolic utility
rRegulatory rolicies Act,” LMD-81-5b6, April <8, lisi.
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consideration and detersination process is very iagortant; vwe
recoamended that DOE 1) change the reporting dates 80 that

the third annual reports will address the remaining 16 montns of
the coapliance process and 2) monitor the development of its report
and staffing level to assure that the third report is issued by
June U, 1982. Although DOR agreed witn our recommendation, it

has taken no definite steps to accoaplish it.

In their second annual reports, sost Btates and utilities
projected they will complete the consiceration and detecraination
process witnin the wandatory deadlines. While the Pedecal ais-
trict court decision that declacred parts of PURPA unconatitu-
tional has caused concern among States, utilities, and the
federal Government, it does not appear it will significantly
atfect State and utility progress. The effectiveness of the
annual reports is somewhat weakened by DOE's use of unttnol{
and non-verified information on the status of State ana utility
progress. Partially in response to the tiseliness issue other
Jroups are doing alternative reports on State activities.

Compliance by utilities witnh section 133 requiresents is ex-
pensive anu burdensome. Some utility ofticials noted that msore
limited 10ad researcn ana cost data necessary for utility pro-
Jrams was collected Ly States prior to PURPA. Utility offi-
cials also pointed out, and FERC concurred, that some of the
information reported under section 133 duplicates other data
submitted to the rederal Government. S&maller utilities have
voiced concern that the requirements of section 133 are
nearly as expensive for thes as they are for large utilities.

There is liaited current use of the section 133 filinys
by the Pederal Government, States, special interest groups, and
utilities. The known future use of the section 133 filings
is unclear at this time. However, the submissions are
recent--the majority of first filings were subaitted in
November 1980. The Pederal Government, States, and special
interest groups need time to examine the content, analyses,
and potential use of the data contained in the tilings. There
are soae drawbacks to the data which limit its use, including
(1) some of the load research data is "vest estimate® and not
“actual,” (2) the data has not been reviewed Dy the State or
Federal uvovernment for accuracy or completeness, (3) there 1is
non-comparability of the data among utilities due to ditferent
reporting periods and non-uniform format, and (4) inforsation is
frequently outdated for use in rate hearings.

RECOMRENDATIUNS
vwe recoamend that the Congress
--ensure, through the appropriations process, that DOu has sufti-

cient priority to prepare and submit its third annual report
to the President and the Conyress in a timely fashion. The
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third report would address actual State and utility proyress
for the last 16 months of the 36 aontn consideration andg
determination process.

--rtepeal section 116 of the PURPA effective atter the
completion of DOE's third annual report. This would
reduce the paperwork burden on both tnhe Federal Govern-
ment and the private sector, and eliminate the cost
ultimately borne by the individual taxpayer. If there
1s future interest in the ratemaking status of States
and utilities that is not satisfied by availabple
reports, Congress can request the preparation of such
reports at future times.

We recommend that the Chairman, FERC, review and, as
appropriate, revise its regulations for implementing section
133 in order to reduce the cost and burden on utilities. In
doing 80, FERC should, before the next filings are due,

--review the extent to which data collected under section
133 duplicates other data suomitted to the Federal Govern-

ment,

--assess whether the number of utilities required to comply
with section 133 should be reduced in terms of size,
number of utilities reporting per State, etc., and

~-determine whether the data is actually being used by the
parties for which it was intended and whether the benefits
received from use of the data outweigh the costs.

If FERC finds that it is cost beneficial to amend its regula-
tions to reduce the number of utilities required to comply with
section 133, it should seek such authority from the Congress.
(FERC's Office of General Counsel has indicated that it is
doubtful that the agency has authority to amend its regulations
in this manner.) However, if FERC shows that overall the costs
to utilities to comply with section 133 are greater than the
benefits (as demonstrated through the use of the submissions)
to States, special interest groups, and other potential users
of the filings, then FERC should request that the Congress
repeal the section.

i AGENCY COMMENTS AND OUR EVALUATION

Comments on our draft report were solicited from DOE :
and FERC. DOE's comments, which are summarized below along )
with our views, represented the official comments of the ‘
agency. FERC did not provide official comments.

DOE agreed with our recommendations to (1) ensure that
DOE provide sufficient priority to prepare and submit its
third annual report in a timely fashion, and (2) repeal section
116 of PURPA after the completion of the third annual report.
However, DOE pointed out that the third annual report should be
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the last report only because the bulk of the considerations will
have been completed and not (1) because the information is not
verified or (2) because there is no reporting category or (3)
because similar reports are available. Regarding the first
point, DOE said that data in the reports is verified from
several perspectives, i.e. it is sworn to, it is computer-
edited for consistency, it is checked with the Energy Informes-
tion Administration, and State write-upe are resubmitted for
their approval. However, the verification relates mainly to
statistical information, such as number of customers by class
and amount of sales by class. As pointed out in our report,
DOE has not established a monitoring system to assure accuracy
of the data submitted on actual progress on the standards. On
the second point, DOE commented that only one status category
was found to be missing; the remaining categories correspond
to actual activities of the consideration and determination
process. We changed our report to reflect the lack of a
category indicating the process has begun but no hearing date
has been established. This category was missing on both the
first and second annual reports. Regarding the third point,
DOE pointed out that, although similar reports are available,
these reports differ from the DOE annual report and are not
official progress reports. We agree the reports are not
identical., However, they do provide the information requested
by the Congress, i.e., an indication of State and utility
progress in the consideration and implementation of the eleven
PURPA standards. Their not being official documents does not
undermine their usefulness. The alternative reports are some-
times more up to date, such as the NARUC report released in
December 1980, thus enhancing their usefulness.

DOE disagreed with a proposal in a draft of this report
that section 133 of PURPA be repealed because it is an expen-
sive undertaking for utilities with limited current or expected
use of the filings. DOE believed that our proposal was prema-
ture; DOE felt that insufficient time had elapsed since the
initial filing to assess the usefulness of the filings to
States and intervenors. DOE pointed out that section 133 data
has been useful in non-title I areas such as (1) providing
a base for implementing section 210 of PURPA, and (2) develop-
ing load duration curves. DOE also mentioned future potential
uses of filings such as for capacity planning and customer
class studies. In addition, DOE mentioned it may be difficult
for intervenors and other interested parties to obtain needed
section 133-type data from States if section 133 of PURPA
is repealed. DOE favors a streamlining of the section 133
requirements, including a reduction in the number of utilities
required to report.

After considering DOE's comments, we are recommending
that FERC review and, as appropriate, revise its regulations
for implementing section 133 in order to reduce the cost burden
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on utilities. However, if FERC shows that overall the costs
to utilities to comply with section 133 are greater than the
benefits (as demonstrated through the use of the submissions)
to States, special interest groups, and other potential users
of the filings, then FERC should request that the Congress
repeal the section.

DOE also mentioned that front-end and startup costs
have already been borne by utilities in complying with
section 133; therefore, future costs will not be as great.
We disagree with this position, because not all utilities
have prepared section 133 filings., Only the very large utili- }
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ties-~those with retail sales exceeding one billion kWh~-
were required to file in 1980. These large utilities could
provide estimated rather than actual load research figures

in the first filings and thus avoid sizable expenses, such as
metering purchases needed to comply with section 133. 1In
addition, smaller utilities--those with retail electric

sales between 500 million and one billion kWh--~have not yet
filed and have not incurred all expenses to comply. Further,
these smaller utilities often have fewer customers over which }1
to spread the costs of compliance.
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