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Minutes
House Committee on Public Utilities
April 3,2001

The House Committee on Public Utilities met Tuesday, April 3, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representative Saunders, Vice-Chair; and
Representatives Edwards, Grady, Holmes, Hurley and McCombs. Steve Rose,
Committee Counsel was also present. A Visitor Registration list is attached (Attachment
2) and made part of the minutes.

The Chair called the meeting to order. House Page Monte Tunnel from
Perquimans County was introduced. Sergeant-at-Arms Donnell Leathers and Bill
Freeman were also introduced.

Chairman recognized Representative Leslie Cox to speak on his bill, HB 824 —
AN ACT TO REQUIRE THE INSTALLATION OF AN ACCESSIBLE CLEANOUT
AT THE JUNCTION OF THE PUBLIC SEWER LINE AND THE HOUSE OR
BUILDING SEWER LINE. After a brief explanation, Chairman Smith recognized
Representative Edwards for an amendment (Attachment 1). The amendment passed.
Chairman Smith recognized Representative Saunders for a motion on the bill. Rep.
Saunders made to motion to pass as amended with a favorable report for the Proposed
Committee Substitute. Motion carried.

Meeting adjourned at 10:15 a.m.
Regpectfully submitted,

S, (P Qe

epresentative Ronnie Smith Ann Jordan (/
Chair Committee Assistant




AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES
April 3,2001

Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

HB 824 — INSTALLATION OF SEWER CLEAN OouT REQUIRED
Representative Leslie Cox, Sponsor

ADJOURNMENT



. NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, April 3, 2001
TIME: 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be consideréd (Bill # & Short Title & Bill Sponsor):
HB 824 - INSTALLATION OF SEWER CLEANOUT REQUIRED.

Respectfully,

. Representative Ronnie Smith

Chairman

I hereby certify this notice was filed by the committee assistant at the following ofﬁces at
2:00 p.m. on March 28, 2001.

___ Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES
NOTIFICATION TO BILL SPONSOR

2001-2002
BILL SPONSOR: Rep. Leslie Cox
OFFICE: Room 1220

NOTIFICATION DATE: March 27,2001

The House Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, April 3,2001
TIME: 10:00 a.m.
LOCATION: Room 544 - Legislative Office Building

Your Bill (or Bills) will be discussed at this time:
HB 824 - INSTALLATION OF SEWER CLEANOUT REQUIRED.

We would like to have you attend this meeting.

Representative Ronnie Smith
Chairman

(Committee Assistant)
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
H 1
HOUSE BILL 824
Short Title: Installation of Sewer Cleanout Required. (Public)

Sponsors:  Representative Cox.

Referred to: Public Utilities.

March 27, 2001

A BILL TO BE ENTITLED
AN ACT TO REQUIRE THE INSTALLATION OF AN ACCESSIBLE CLEANOUT
AT THE JUNCTION OF THE PUBLIC SEWER LINE AND THE HOUSE OR
BUILDING SEWER LINE.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 87-10(b1) reads as rewritten:

"(bl) Public utilities contractors constructing house and building sewer lines as
provided in sub-subdivision a. of subdivision (3) of subsection (b) of this section shall,
at the junction of the public sewer line and the house or building sewer line, install as an
extension of the public sewer line a cleanout at or near the property line that terminates
at or above the finished grade. Public utilities contractors constructing water service
lines and—house—and—building—sewer—lines as provided in sub-subdivision a. of
subdivision (3) of subsection (b) of this section shall terminate said-the water service
lines at a valve, box, meter;-or-manhole-or-cleaneutor meter at which the facilities from
the building may be connected. Public utilities contractors constructing fire service
mains for connection to fire sprinkler systems shall terminate those lines at a flange,
cap, plug, or valve inside the building one foot above the finished floor. All fire service
mains shall comply with the NFPA standards for fire service mains as incorporated into
and made applicable by Volume V of the North Carolina Building Code."

SECTION 2. This act becomes effective October 1, 2001, and applies to the
installation or major repair of house and building sewer lines that occur on or after that
date.




HOUSE BILL 824:
Installation of Sewer Cleanout Required.

BILL ANALYSIS
Commiittee: House Public Utilities Introduced by: Representative Cox
Date: April 2, 2001 Summary by:  Steven Rose
Version: Version One Committee Counsel

SUMMARY: House Bill 824 amends G.S. 87-10(b1) by rewriting the provisions requiring public
utilities contractors to terminate the installation of house and building sewer lines at a manhole or
cleanout. The revised language requires a public utilities contractor to install, as an extension of the
public sewer line, a cleanout at or near the property line. The cleanout must terminate at or above the
finished grade. The act becomes effective October 1, 2001 and applies to the installation or major

repair of house and building sewer lines that occur on or after that date. The term "major repair" is
not defined.

The new specific requirements are:

. 1. The cleanout is an extension of the public line.
2. The cleanout must be at or near the property line.

3. The cleanout must be at or above grade.

H824-SMRL-001
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§87-9 ART. 1. GENERAL CONTRACTORS §87-10

§ 87-9. Compliance with Federal Highway Act, etc.; con-
racts financed by federal road funds; con-
tracts concerning water or aste water sys-
tergs.

Nothing in this Article shall operate to prevent tKe Department of Trans-
portation from complypg with any act of Congress and any rules and
regulations promulgatedpursuant thereto for ¢y Ing out the provisions of
the Federal Highway Act, \or shall apply to a person, firm or corporation
Proposing to submit a bid or knter into contra, for any work to be financed in
whole or in part with federalsid road fund¢’in such manner as will conflict
with any act of Congress or ayy such rules and regulations promulgated
pursuant thereto. _

Neither shall anything in this Ardcle grevent the State of North Carolina or
any of its political subdivisions or the; contractors from complying with any
act of Congress and any rules and re Enlations promulgated pursuant theretp
for carrying out the provisions of ax ¥ fedwral program to assist in the planning,
financing, or construction of drki g Water or waste water processing,
collection, and disposal systems and facilitles. (1939, c. 230; 1971, c. 246, s. 2;
1973, ¢. 507, 5. 5; 1977, c. 464 /5. 34; 1989, & 159.)

§ 87-9.1. Ownership/of real pi'ope Y; equipment; liability
insurapce.

(a) The Board shall have the power to acquire, hold, rent, encumber,
alienate, and otherwAse deal with real property in\the Same manner as g
private person or cg poration, subject only to approval 0f the Governor and the
Council of State ag'to the acquisition, rental, encumberi 2, leasing, and sale of
real property. Collateral pledged by the Board for an encua brance is limited to
the assets, incofne, and revenues of the Board.

(b) The Bogtd may purchase or rent equipment and suppkes and purchase
Lability insyfance or other insurance to cover the activities o the Board, its
operations, fr its employees. (1999-349, s. 1.)

Editor’s Note. — Session Laws 1999-349, s,
2, made this section effective July 22, 1999,

§ 87-10. Application for license; examination; certificate;
renewal.
(a) Anyone seeking to be licensed as a general contractor in this State shall

file an application for an examination on a form tpxi?viged lc)ly the Board, at least
the Board accompanied by an

11
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§87-10 CH. 87. CONTRACTORS §87-10

the Board from the application and proofs furnished that the applicant is
possessed of a good character and is otherwise qualified as to competency,
ability, integrity, and financial responsibility, and that the agplicant has not
committed or done any act, whic%, if committed or done by any licensed
contractor would be grounds under the provisions hereinafter set forth for the
suspension or revocation of contractor’s license, or that the applicant has not
committed or done any act involving dishonesty, fraud, or deceit, or that the
applicant has never been refused a license as a general contractor nor had such
license revoked, either in this State or in another state, for reasons that should
preclude the granting of the license applied for, and that the applicant has
never been convicted of a felony involving moral turpitude, relating to building
or contracting, or involving embezzlement or misappropriation of funds or
property entrusted to the applicant: Provided, no applicant shall be refused the
right to an examination, except in accordance with the provisions of Chapter
150B of the General Statutes.

(b) The Board shall conduct an examination, either oral or written, of all
applicants for license to ascertain, for the classification of license for which the
applicant has applied: (i) the ability of the applicant to make a practical
application of the applicant’s knowledge of the profession of contracting; (ii) the
qualifications of the applicant in reading plans and specifications, knowledge

of relevant matters contained in the North Carolina State Building Code,

knowledge of estimating costs, construction, ethics, and other similar matters
pertaining to the contracting business; (iii) the knowledge of the applicant as
to the responsibilities of a contractor to the public and of the requirements of
the laws of the State of North Carolina relating to contractors, construction,
and liens; and (iv) the applicant’s knowledge of requirements of the Sedimen-
tation Pollution Control Act of 1973, Article 4 of Chapter 113A of the General
Statutes, and the rules adopted pursuant to that Article. If the results of the
examination of the applicant shall be satisfactory to the Board, then the Board
shall issue to the applicant a certificate to engage as a general contractor in the
State of North Carolina, as provided in said certificate, which may be limited
into five classifications as follows:

(1) Building contractor, which shall include private, public, commercial,
industrial and residential buildings of all types.

(1a) Residential contractor, which shall include any general contractor
constructing only residences which are required to conform to the
residential building code adopted by the Building Code Council
pursuant to G.S. 143-138.

(2) Highway contractor.

(3) Public utilities contractors, which shall include those whose opera-
tions are the performance of construction work on the following
subclassifications of facilities:

a. Water and sewer mains, water service lines, and house and
building sewer lines as defined in the North Carolina State
Building Code, and water storage tanks, lift stations, pumping
stations, and appurtenances to water storage tanks, lift stations,

. and pumping stations.

b. Water. and wastewater treatment facilities and appurtenances
thereto.

c. -Electrical power transmission facilities, and primary and second-
ary distribution facilities ahead of the point of delivery of electric
service to the customer.

d. Public communication distribution facilities.

e. Natural gas and other petroleum products distribution facilities;
provided the General Contractors Licensing Board may issue
license to a public utilities contractor limited to any of the above
subclassifications for which the general contractor qualifies.

12
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§87-10 ART. 1. GENERAL CONTRACTORS §87-10

(4) Specialty contractor, which shall include those whose operations as
such are the performance of construction work requiring special skill
and involving the use of specialized building trades or crafts, but
which shall not include any operations now or hereafter under the
Jurisdiction, for the issuance of license, by any board or commission
pursuant to the laws of the State of North Carolina.

(b1) Public utilities contractors constructing water service lines and house
and building sewer lines as provided in sub-subdivision a. of subdivision (3) of
subsection (b) of this section shall terminate said lines at a valve, box, meter,
or manhole or cleanout at which the facilities from the building may be
connected. Public utilities contractors constructing fire service mains for
connection to fire sprinkler systems shall terminate those lines at a flange, cap,
plug, or valve inside the building one foot above the finished floor. All fire
service mains shall comply with the NFPA standards for fire service mains as
incorporated into and made applicable by Volume V of the North Carolina
Building Code. '

(c) If an applicant is an individual, examination may be taken by his
personal appearance for examination, or by the appearance for examination of
one or more of his responsible managing employees, and if a copartnership or
corporation, or any other combination or organization, by the examination of
one or more of the responsible managing officers or members of the personnel
of the applicant, and if the person so examined shall cease to be connected with
the applicant, then in such event the license shall remain in full force and
effect for a period of 30 days thereafter, and then be canceled, but the applicant
shall then be entitled to a reexamination, all pursuant to the rules to be
promulgated by the Board: Provided, that the holder of such license shall not
bid on or undertake any additional contracts from the time such examined
employee shall cease to be connected with the applicant until said applicant’s
license is reinstated as provided in this Article.

(d) Anyone failing to pass this examination may be reexamined at any
regular meeting of the Board upon payment of an examination fee of fifty
dollars ($50.00). Anyone requesting to take the examination a third or
subsequent time shall submit a new application with the appropriate exami-
nation and license fees.

(e) A certificate of license shall expire on the thirty-first day of December
following its issuance or renewal and shall become invalid 60 days from that
date unless renewed, subject to the approval of the Board. Renewals may be
effected any time during the month of January without reexamination, by the
payment of a fee to the secretary of the Board. The fee shall not exceed one
hundred dollars ($100.00) for an unlimited license, seventy-five dollars
($75.00) for an intermediate license and fifty dollars ($50.00) for a limited
license. No later than November 30 of each year, the Board shall mail written
notice of the amount of the renewal fees for the upcoming vear to the last
address of record for each general contractor licensed pursuant to this Article.
Renewal applications shall be accompanied by evidence of continued financia]
responsibility satisfactory to the Board. Renewal applications received by the
Board after January shall be accompanied by a late payment of ten dollars
($10.00) for each month or part after January. After a lapse of two years no
renewal shall be effected and the applicant shall fulfill all requirements of a
new applicant as set forth in this section. (1925, c. 318, s. 9; 1931, c. 62, 5. 2;
1937, c. 328; c. 429, s. 3; 1941, c. 257, 5. 1; 1953, ¢. 805, s. 2; c. 1041, s. 3; 1971,
c. 246, s. 3; 1978, ¢. 1036, ss. 1, 2; ¢. 1331, s. 3; 1975, ¢. 279, ss. 2,3;1979, c. 713,
s. 2; 1981, ¢. 739, ss. 1, 2; 1985, c. 630, ss. 2, 3; 1989, c. 431; 1993, c. 112, ss. 1,
2; c. 553, 5. 26; 1999-123, s. 1; 1999-379, s. 7; 1999-427, 5. 1))
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NORTH CAROLINA GENERAL ASSEMBLY

AMENDMENT
House Bill 824
AMENDMENT NO.
| (to be filled in by
H824-ARL-3 [v.1] Principal Clerk) :
: Page 1 of 1
Date 2001

Comm. Sub. [NO]
Amends Title [NO]
First Edition

Representative

1 moves to amend the bill on page 1, line 21, by deleting the words "or major repair”.

SIGNED ?,e/v@ M)\

AmendmenﬁfSponsor

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED FAILED TABLED
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2001

HOUSE BILL 824
PROPOSED COMMITTEE SUBSTITUTE H824-PCS3298-RL-22

Short Title: Installation of Sewer Cleanout Required. (Public)

Sponsors:

Referred to:

March 27, 2001

A BILL TO BE ENTITLED
AN ACT TO REQUIRE THE INSTALLATION OF AN ACCESSIBLE CLEANOUT
AT THE JUNCTION OF THE PUBLIC SEWER LINE AND THE HOUSE OR
BUILDING SEWER LINE.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 87-10(bl) reads as rewritten:

"(b1) Public utilities contractors constructing house and building sewer lines as
provided in sub-subdivision a. of subdivision (3) of subsection (b) of this section shall
at the junction of the public sewer line and the house or building sewer line, install as an
extension of the public sewer line a cleanout at or near the property line that terminates
at or above the finished grade. Public utilities contractors constructing water service
lines and—house—and—building—sewer—lines as provided in sub-subdivision a. of
subdivision (3) of subsection (b) of this section shall terminate said-the water service
lines at a valve, box, meter-or-manhole-or-cleanout-or meter at which the facilities from
the building may be connected. Public utilities contractors constructing fire service
mains for connection to fire sprinkler systems shall terminate those lines at a flange,
cap, plug, or valve inside the building one foot above the finished floor. All fire service
mains shall comply with the NFPA standards for fire service mains as incorporated into
and made applicable by Volume V of the North Carolina Building Code."

SECTION 2. This act becomes effective October 1, 2001, and applies to the
installation of house and building sewer lines that occur on or after that date.
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2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) Smith (Chair) for the Committee on Public Utilities.

] Committee Substitute for

H.B. 824 A BILL TO BE ENTITLED AN ACT TO REQUIRE THE INSTALLATION OF
AN ACCESSIBLE CLEANOUT AT THE JUNCTION OF THE PUBLIC SEWER LINE
AND THE HOUSE OR BUILDING SEWER LINE.

(] With a favorable report.

[] with a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] .

(] With a favorable report, as amended.

] With a favorable report, as amended, and recommendation that the bill be re-referred to.the
Committee on Appropriations ] Finance [ ] O.

[X] With a favorable report as to committee substitute bill, unfavorable as to (original bill).

(] With a favorable report as to House committee substitute bill (# ), L] which changes
the title, unfavorable as to Senate committee substitute bill.

(] With an unfavorable report.

(] With recommendation that the House concur.

[1 With recommendation that the House do not concur.

[l with recommendation that the House do not concur; requeét conferees.

] With recommendation that the House concur; committée believes.bill to be material.
[] With an unfavorable report, with a Minority Report attached.

[] Without prejudice.

[] With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/15/01
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Minutes
House Committee on Public Utilities
March 13, 2001

The House Committee on Public Utilities met Tuesday, March 13, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representatives McComas and Saunders,
Vice-Chairs; and Representatives Brubaker, Coates, Edwards, Grady, Holmes and
McCombs. Steve Rose, Committee Counsel was also present. A Visitor Registration list
is attached (Attachment I) and made part of the minutes.

The Chair called the meeting to order. Pages Shannon Stancil from Wake County
and Shannon Sexton from Granville County were introduced. Sergeant-at-Arms Donnell
Leathers and Maxine Holley were also introduced. Chairman Smith also recognized
Representatives Brubaker and Coates as new members of the committee.

Jo Anne Sanford from the Utilities Commission was recognized. She introduced
the following staff members from the Utilities Commission: Richard Conder, Bobby
Owens, Jimmy Irvin and Lorinzo Joyner.

Chairman Smith said that HB 481 — A JOINT RESOLUTION PROVIDING FOR
THE CONFIRMATION OF THE APPOINTMENT OF LORINZO LITTLE JOYNER
MADE BY THE GOVERNOR TO MEMBERSHIP ON THE NORTH CAROLINA
UTILITIES COMMISSION was the only bill on the agenda.

The Chair recognized Steve Rose, Commission Counsel, to explain the General
Statues for the appointment of a person to the Utilities Commission. He explained that
Ms. Joyner would be filling the unexpired term of William Pittman, who resigned from
the Commission and was also being appointed to a full eight-year term ending in 2009.

The Chair recognized Ms. Joyner to make brief remarks.

The Chair recognized Representative Dan Blue, former Speaker of the House, to
speak on behalf of Ms. Joyner. Jo Anne Sanford, Chair of the Utilities Commission, also
spoke on behalf of Ms. Joyner. Committee handouts concerning the confirmation are
attached and made part of the record (Attachments II and III).



Rep. McComas was recognized to ask Ms. Joyner a question. He asked her to
share her view on deregulation of the electric industry. Ms. Joyner said that she
recognized the fact that a Study Commission was studying that issue and as a part of the
Utility Commission would be willing to do her part to implement those policies.

Representative Drew Saunders moved for a favorable report and the motion
carried.

The meeting was adjourned at 10:30 a.m.

" Res ectmll}pmed
ﬁ G Q,fguﬂv/

Repres ntative Ronnie Smith Ann Jordan
Chair Committee Ass1stant




AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

March 13, 2001
Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

HB 481 —- CONFIRMATION OF LORINZO LITTLE JOYNER TO
MEMBERSHIP ON THE NORTH CAROLINA UTILITIES
COMMISSION

Representative Ronnie Smith, Sponsor

ADJOURNMENT



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, March 13, 2001
TIME: 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):
HB 481 - CONFIRMATION OF LORINZO LITTLE JOYNER TO
MEMBERSHIP ON THE NORTH CAROLINA UTILITIES COMMISSION.

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
2:00 p.m. on March 7, 2001.

___ Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2001

HOUSE JOINT RESOLUTION 481*

Sponsors:  Representative Smith.

Referred to: Public Utilities.

March 5, 2001

A JOINT RESOLUTION PROVIDING FOR THE CONFIRMATION OF THE
APPOINTMENT OF LORINZO LITTLE JOYNER MADE BY THE GOVERNOR
TO MEMBERSHIP ON THE NORTH CAROLINA UTILITIES COMMISSION.

Whereas, under the provisions of G.S. 62-10, appointments made by the
Governor to membership on the North Carolina Utilities Commission are subject to
confirmation by the General Assembly by joint resolution; and

Whereas, a vacancy has occurred on the North Carolina Utilities Commission
because of the resignation of William R. Pittman; and

Whereas, the Governor has submitted to the presiding officers of the House
of Representatives and the Senate, the name of his appointee Lorinzo Little Joyner to
serve the remainder of the unexpired term of William R. Pittman on the North Carolina

Utilities Commission, which will expire June 30, 2001, and to serve a full term on the

North Carolina Utilities Commission, which will begin July 1, 2001, and expire June

30, 2009; Now, therefore,

Be it resolved by the Senate, the House of Representatives concurring:

SECTION 1. The appointment of Lorinzo Little Joyner to the North

Carolina Utilities Commission to complete the term of William R. Pittman, to expire

June 30, 2001, is confirmed.

SECTION 2. The appointment of Lorinzo Little Joyner to the North

Carolina Utilities Commission for a term to begin July 1, 2001, and expire June 30,

2009, is confirmed.

SECTION 3. This resolution is effective upon ratification.
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A #

Lorinzo Little Joyner

. | 1304 Stony Point Lane
Cary, North Carolina 27511

Home: (919) 467-5053 : , Work: (919) 733-6050
lojoyner@mindspring.com ljoyner@ncuc.net
EDUCATION UNC - Chapel Hill School of Law

May, 1981 - Juris Doctor

©

NC A&T State University, Greensboro
May, 1969 - B. S. in English Education (with high honor)

EMPLOYMENT
‘ , North Carolina Utilities Commission, Raleigh
2001-Present Commissioner (January 24, 2001, appointment subject to
: confirmation)

North Carolina Department of Justice, Raleigh

1995 - 2001 Special Deputy Attorney General - Supervised and managed the
Insurance Section of the Attorney General’s Office. Represented
client agencies in litigation and responded to requests for legal
opinions from agencies and public officials. The Section’s 12
attorneys provided a full range of legal services to client agencies,
including the Departments of Insurance, the Secretary of State,
Commerce, the State Ports Authority, the NC Rural Electrification
Authority, and the State Teachers’ and Employees’
Comprehensive Major Medical Plan.

North Carolina Department of Justice, Raleigh

Assistant Attorney General - Utilities Section. Assisted in the
1986 - 1995 formulation of policy and positions on issues related to the

regulation of public utilities operating in North Carolina.

Advocated the position of the Attorney General before the NC

Utilities Commission in matters affecting the users and consumers



1983-1986

1981 - 1983

1969 - 1978

PROFESSIONAL
AFFILIATIONS

COMMUNITY
ACTIVITIES

of public utility services. Appealed adverse decisions to the North
Carolina Court of Appeals and the Supreme Court of North
Carolina.

Public Staff, North Carolina Utilities Commission, Raleigh
Staff Attorney - Legal Division. Advocated and represented the
interests of the using and consuming public before the NC Utilities
Commission. Appealed adverse decisions to the North Carolina
Court of Appeals and the Supreme Court of North Carolina.

Office of the Appellate Defender, Raleigh

Assistant Appellate Defender - Represented indigent criminal
defendants appealing their convictions to the North Carolina Court
of Appeals and the Supreme Court of North Carolina. Reviewed
trial transcripts, identified and researched legal issues, drafted
briefs and argued cases in the appellate courts.

Greensboro City and Durham County Public Schools

English Teacher - Taught grammar, composition and literature to
senior high school students. Member of a team that developed and
implemented a curriculum for at-risk students that was designed to
integrate academics, coping and life maintenance skills.

North Carolina State Bar, licensed 1981 to present
Tenth Judicial District Bar

North Carolina Association of Black Lawyers
Capital City Lawyers Association

Former member of the Board of Directors for Hopeline, Inc.,
the Salvation Army Advisory Council and Race Study Circles

Member of the Board of Directors of the Ivy Community Service
Foundation of Cary, Inc. ‘

Member of Alpha Kappa Alpha Sorority, Inc., immediate Past
President of the Cary Chapter

Volunteer at the State Senior Games and the Heritage Park
Community Learning Center



. STATE OF NORTH CAROLINA

OFFICE OF THE GOVERNOR  REREARCHDIVISION
20301 MAIL ServicE CENTER * RaLEIGH, NC 27699-0301

MicHAEL E. EAsLEY
(GOVERNOR

January 23, 2001

The Honorable James B. Black, Speaker of the House
North Carolina House of Representatives

Legislative Office Building

1229 Legislative Building

Raleigh, North Carolina 27601-1096

Dear Jim:

I write to notify you of the resignation of Commissioner William R. Pittman from
the North Carolina Utilities Commission, effective January 24, 2001. He has served with
distinction, and leaves the Commission without a key member between now and the

‘ expiration of his term on June 30 of this year.

Pursuant to the terms of G.S. 62-10(f)'and (g), and in recognition of the urgency
of filling this vacancy immediately due to the Commission's workload, I hereby appoint
Lorinzo Little Joyner to the vacancy created by Commissioner Pittman's resignation.
This allows her to be sworn and to serve on an interim basis, pending confirmation by the
General Assembly.

Additionally, pursuant to G.S. 62-10(a), I also appoint Ms. Joyner to serve the
eight-year term, beginning July 1, 2001, for the seat currently held by Commissioner
Pittman. This appointment is also subject to confirmation by the General Assembly.

Thank you for your continued hard work for the citizens of North Carolina and I
look forward to working with you during the 2001 legislative session.

With warmest personal regards, I remain
Very truly yours,

Michael F. Easley

' MFE:j

cc: JoAnne Sanford, Chair of the Utilities Commission
Lorinzo Joyner, Special Deputy Attorney General

¥ Location: 116 WesT JoNES STREET * RALEIGH, NC « TELEPHONE: (919) 733-5811



Statement of Economic Interest 1{7’3/ 0l

for Executive Order Number One :z I l')
Govemnor Michael F. Easley "

1324 Mail Service Center
Raleigh, NC 27699-1324
(919) 733-2780 FAX (919) 733-2785

‘ NORTH CAROLINA BOARD OF ETHICS

Mail form to: Board of Ethics, 1324 Mail Service Center, Raleigh, N.C. 27699-1324
If you can use State Government Courier, use Courier 51-01-00
Office location: Administration Building, 116 West Jones Street, Room 2009G, Raleigh

For assistance call Millie Donavant or Christine Miller at (919) 733-2780

e-mail: millie.donavant@ncmail.net or christine.a.miller@ncmail.net

Name of Person Filing: Loyinzp L /‘—[/—,"/C Jb \///;@,/'

Name of Spouse: [’/hg//g [ Eg’wa‘ f/j jo (///7&/‘
1304 Shny [oint lane
Home Address: C@l’l/ e a5/l

.Horne Telephone: ( 41G) 4675053
Name of Employer: A" £ /zvs)iis bf//og/fmen# 0f_TJushce
Your Title: 5/)60(&] Deﬂu@; /grﬁLO/n&u 65/7&7%/
N-C. A’HT)/I’)@OI G&np/a,/s Dq%ce

L.o. Box ©29
Rafeidh , NC 27602

fﬁ/?) 76 = 46 (O
Business Fax: @éq) 76 — 9757

Business Activity: P)’DV/[///?Q /\204// 5‘?/1//(&5 (/”C/Mcf/ﬂq Vé/j/fffﬂw
h Stak aéc’muu and /Jub/zb o i

Business Address:

Business Telephone:

QI:OUSG s Employer Nor #h ///ﬂ/ma State. (Univers, ko
d Business Activity:  Pypfccny o flea d Deparfmenst /)F/ Pri _and D€517/’3

ﬁo//e@o e é@;/ﬂ




If you are filing because you are serving on or being considered for appointment to a State Board (as
defined above), state the name of the Board.

Nor th (Quoline. Uhlibes  Commission

‘:e you, your employer, your spouse, or spouse's employer licensed or regulated by the Board on which
vou are/will be serving, or have business relationships with the Board? No X If yes, please explain:

NOTE: Executive Order Number One requires you to list assets and liabilities with a value of $10,000 or
more for yourself and spouse, as set forth below. You are not required to include an estimated value of the
assets and liabilities. .

1. List all parcels of real estate located in North Carolina in which you, or your spouse, have an ownership interest
valued $10,000 or more. Give street address or other description adequate to determine the location of each parcel.
State the specific interest held in each identified parcel.

1364 S;fnn(// bocnt kane. &r;/z/\/c 27571 derunks n e pnﬁ'r@/,, Ve den e

Identify real estate that is currently leased or rented to a State Government Agency, and identify the Agency. If
persons other than your spouse have an ownership interest in the property, state the type of ownership and name of
the person having the interest.

No'&

If any parcels are located in an area over which the Board you are serving on has regulatory authority or could
otherwise be affected by Board decisions, please explain.

Not a,ol,o leahle_

|8

Identify personal property sold to or bought from the State within the preceding two years and personal property
currently leased or rented to the State by you or your spouse. Indicate whether the transactions are in accordance
with the provisions of the Division of Purchase and Contract. If not, please explain. -

o

W)



(93]

List the name of each publicly-owned company in which the value of securities held by you or your spouse
is $10,000 or more. You mav attach a list from vour broker.

NONE

List the name and business activity of each non-publicly-owned company or business entity in which the value
of securities or other equity interests held by you or your spouse is $10,000 or more, including but not limited to,
interests held in partnerships, limited partnerships, joint ventures, limited liability companies or partnerships, and
closely held corporations.

NOME

With respect to the entities listed above, should any of the entities own securities or equity interests of $10.000 or
more in other companies or business entities, list the name of the company or business entity and a brief
description of the business activity of each.

NOT-  APPLICAACE.

Are you, your spouse, or any of the entities listed above licensed by, regulated by, or have business relationships
with the same area of State Government with which you are associated? If so, please explain.

NoNE




5. You are required to make a good faith effort to list any individual or business entity with which YOou or your spouse
have a financial or professional relationship provided:

(1) The nature of the relationship presents a conflict of interest or the appearance of a conflict of interest for you

. while performing vour official duties, or

(2) Any separate financial or professional interest of such individual or business entity would present a conflict
of interest or appearance of a conflict of interest for you while performing your official duties. For each
individual or business entity listed, generally describe the financial or professional relationship and provide a
brief explanation of why the individual or business entity has been listed.

Nodz

6. List all directorships on all boards on which you are serving. Please explain any situation that could appear to be
a conflict of interest with vour official duties.

WY lommunPy Servict Fourdahm of Carg, Inc,  —a - S9/EVS) 0 ragnizedern
that vdsces 1744/;74/5 fory  Schytars hnps God o Sher %;4,%/{, Cam thunl
Serile Plojects . The Purdation’ aceepls donm bons. Foorr /hdﬂ;%«r{}
end businessbe h Gund s Sohﬂ/a/:é//}ﬂx and e/l gfm ) ra/éaqf( L Db rnahons

. are 1EX deduck bl

7. Areyou an elected official at the local government level? If 50, please explain.

No

8. If you, your spouse, or your dependent children are the beneficiary of a trust created, established or controlled by
vou, list the name and address of the trustee and a description of the trust. To the extent such information is
available to you, include a list of businesses in which the trust has an ownership interest of $10,000 or more.

_AoME




10.

11

List each asset with a valuation of $10,000 or more, held by you or your spouse, which have not been listed
elsewhere. Some examples are mutual funds, certificates of deposit, bank accounts and retirement accounts. It is
not necessary to list furniture, jewelry, automobiles, and other personal effects.

FidelTy Eaey [hcome Fund

Fdeiit) €ty /ndey

Fx‘d@{(’h{, Ma ?Ie /lan

List each liability with a valuation of $10,000 or more for you and your spouse. Give the name of the creditor,
and describe the nature of the liability. It is not necessary to list credit card debts, mortgage for personal residence,
and automobile loans.

thme Couly Line of Crodit - Stk Employees’ Croset Unt gy

List each source of income for you and your spouse where §$1 0,000 or more was received. For each source listed,
describe the type of income received, and state the name of the business entity or individual from which the
income was received. Some examples of income are salary or wages, professional fees, honoraria, interest, stock
dividends, capital gains, and business profits.

Sources for Person Filing: S Ju ¢ L NC Derdarfrent of Tus tite

é&/ﬁ/ig/ Uﬁm'ﬂ Sale ﬂf’ Seal esinte.

Sources for Spouse: Sa/{a Nj , NE Stite ///;/Il/afg',,'&/

Please explain if any of the sources of income are regulated by, receive permits from, or otherwise are connected
with the same area of State Government with which you are connected.

NowE
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14.

If you are a practicing attorney, check each category of legal representation in which you and/or the law firm
with which you are associated has, during any single year of the past five years, earned legal fees of $10,000 or
. more from any of the following categories of legal representation:

() Admiralty () Taxation ( ) Decedent’s estates ( ) Corporationlaw ()  Real property
( ) Negligence (representing plaintiffs) ( ) Negligence (representing defendants)
( ) Criminallaw ( ) Labor law ( ) Insurancelaw ( ) Administrative law

( ) Utilities regulation or representation of regulated utilities () Representation of local governments
G goveinment alfoyneq ) only intome wWas/is sala ref /oa.cé( 47 stk of M C.

If the information has not been included in previous questions, list all non-publicly owned businesses you have
been associated with during the past five years as an employee, officer, director, partner, or owner. For each
business listed, state your association, and the time period of your association. To the best of your knowledge,
state whether any of the businesses listed does business with the same area of State Government with which you
are associated. State the nature of business, and whether you or the business is licensed by, regulated by, receive
permits, grants or other funding from the same area of State Government with which you are associated.

poT APPLICABLE

List all gifts received with a value exceeding $200 during the twelve months preceding the date of this statement
from sources other than your spouse or relatives.

MONE

List all gifts received with a value exceeding $100 during the twelve months preceding the date of this statement
from any source having business with or regulated by the State.

No NE

List all bankruptcies filed during the preceding five years by you, your spouse, or any entity in which you or your -
spouse has been associated financially. Provide a brief summary of the facts and circumstances regarding each
listed bankruptcy. a

NOT BPLIC Are &=




16.  Having read Executive Order Number One, state any problems or conflicts of interest you may have that are not
fully covered in previous questions. Include an explanation of how you would propose to resolve the matter.

Non€

VERIFICATION

I hereby do certify that I have read this Statement of Economic Interest, and all attachment: and to the best of my
knowledge and belief it is true, correct and complete. I hereby do certify that I have not transferred, and will not transfer,
any asset, interest or property for the purpose of concealing it from disclosure while retaining an equitable interest
therein. "I acknowledge that I am under a continuing obligation to avoid conflicts of interest and the appearance of
‘nﬂicts of interest. If I believe a potential for conflict exists, I will inquire of the Board of Ethics as to that potential

nflict.
L -

1 (nsaryy 240, - umy

ﬁignat# of Pérson Filing

STATE OF NORTH CAROLINA
COUNTY OF ok

Subscribed ard swom to before me this the 23") day of 40»»@./\“ , 2001 .
{ (

My Commission Expires:

Ockder (12005 Qe Aoy )ﬁ)v{w;rf
A _ : (j Notary Public



NORTH CAROLINA BOARD OF ETHICS
1324 MAIL SERVICE CENTER
RALEIGH, NC 27699-1324

GEORGE F. BASON PERRY Y. NEWSON
CHAIRMAN . EXECUTIVE DIRECTOR
January 23, 2001

The Honorable Michael F. Easley
Govemor of North Carolina

20301 Mail Service Center

Raleigh, North Carolina 27699-20301

Re: Evaluation of Statement of Economic Interest filed by
Lorinzo L. Joyner, Utilities Commissioner

Dear Governor Easley:

In accordance with Section 5(b) of Executive Order Number One, we have completed our evaluation of the
statement of economic interest mentioned above.

We did not find an actual conflict of interest or the potential for conflict of interest.

We are sending a copy of this letter to the Chairman of the Commission with the request that our findings be
read into the Commission’s minutes. '

Sincerely,

Yeoroe F. Busoe | md

George F. Bason
Chairman

cc: Ms. Joyner
Chairman of the Commission

PHONE: 919-733-2780 FAX: 919-733-2785 E-MAIL PERRY.NEWSON@NCMAIL.NET
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HOUSE JOINT RESOLUTION 481:
Confirmation of Appointment of Lorinzo Little
Joyner to Utilities Commission

BILL ANALYSIS

Committee: House Public Utilities Introduced by: Representative Smith
Date: March 13, 2001 Summary by: Steven Rose
Version: One Committee Counsel

Al

SUMMARY: Ms. Joyner has been appointed by the Governor to fill the vacancy on the Ultilities
Commission created by the resignation of Commissioner William Pittman. The unexpired term of
Commissioner Pittman expires on June 30, 2001. The Governor has also appointed Ms. Joyner to a
succeeding full term of eight years beginning July 1, 2001 and ending June 30, 2009. HJR 481
confirms these appointments as required by G.S. 62-10. Ms. Joyner has already taken the seat vacated
by Mr. Pittman pending confirmation by the General Assembly. This is permitted under G.S. 62-10(g)
since the General Assembly was not in session when the vacancy arose and the Governor deemed it
urgent that Ms. Joyner take the seat as soon as possible. HJR 481 is effective upon ratification.

Ms. Joyner's resume and the Statement of Economic Interest she submitted to the North Carolina
Board of Ethics are before this Committee.

BACKGROUND: The North Carolina Utilities Commission consists of seven commissioners who are
appointed for eight-year terms. Commissioners are appointed by the Governor and must be confirmed by

the General Assembly by Joint Resolution.

A Utilities Commissioner is presently paid a salary of $104,523. There are fixed salary increases based
upon length of service on the Utilities Commission, 4.8% after five years of service and 9.6% after ten
years. Members of the Utilities Commission are subject to the same standards of conduct as a judge.
They may be removed during their term of office only for cause, by impeachment.

During service on the Commission, a Commissioner may not engage in any other employment, business,
profession or vocation. During the term of office the Commissioner may not be associated in any way
with any public utility company, including ownership of any interest.

The General Assembly created the Utilities Commission and establishes policies which the Commission
carries out, usually with broad discretion. The Commission is both a regulator of public utilities, as well
as a judge in all contested matters relating to public utilities. Decisions of the Utilities Commission are
appealable directly to the North Carolina Court of Appeals, with the exception of general rate cases,
which are appealable directly to the North Carolina Supreme Court.

T _3”"‘1"“‘“"'“"" e ‘1“‘"

Research Division, 733-2578

Legi.f_la_iiye.Servibes Oﬁice




HOUSE JOINT RESOLUTION 481

Page 2

The North Carolina Utilities Commission regulates the rates and services of the intrastate operations of
public utilities supplying electricity, gas, certain telecommunications services, water and sewer services,
taxis, and certain aspects of bus, train, trucking, express package and mail services. The extent of this
regulation varies among the different types of utilities, and there are limitations imposed by federal law.
The Commission hears and decides proceedings relating to the issuance of utility franchises, the
construction of electric generating plants, the setting of utility rates, the adjustment of electric utility rates
based upon fuel cost changes, the adjustment of natural gas rates based upon changes in the cost of natural
gas, use of natural gas expansion funds, the provision of new utility services, and the adjudication of
complaints concerning the services of public utilities. Again, the extent of the Commission's jurisdiction
depends upon the type of utility service and is affected in some cases by federal law. The Commission
also has limited authority over subsidiaries of electric cooperatives.

HJR481-SMRL-001

O P

Research Division, 7332578

* Legislative Services Office o o North Carolina General Assembly .- - \ .
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$8 62 through 62-9: Reserved for future codification purpd

ARTICLE 2.

Organization of Utilities Commission.

$ 62-10. Number; appointment; terms; qualifications;
chairman; vacancies; compensation; other em-
ployment prohibited.

(a) The North Carolina Utilities Commission shall consist of seven commis-

sioners who shall be appointed by the Governor subject to confirmation by the
General Assembly by joint resolution. The names of commissioners to be
appointed by the Governor shall be submitted by the Governor to the General
Assembly for confirmation by the General Assembly on or before May 1, of the
year in which the terms for which the appointments are to be made are to
expire. Upon failure of the Governor to submit names as herein provided, the
Lieutenant Governor and Speaker of the House jointly shall submit the names
of a like number of commissioners to the General Assembly on or before May
15 of the same year for confirmation by the General Assembly. Regardless of
the way in which names of commissioners are submitted, confirmation of

115




52.10) CH. 52. PUBLIC UTILITIES $62-10

S
he General Assembly. This subsection shall be subject to the
»iovizions of subse :

'b: The terms of the commissioners now zerving shall expire at the conclu-
sicn of the term for which they were appointed which shall remain as before
with two regular eight-vear terms expiring on Julv 1 of each fourth vear after
suly 11865, and the fifth term expiring on Juiy 1 of each eighth vear after July
1. 1963. The terms of office of utilities commissioners thereafter shall be eight
vears commencing on July 1 of the year in which the predecessor terms
expired. and ending on July 1 of the eighth vear thereafter.

¢y In order to increase the number of commissioners to seven, the names of
two additional commissioners shall be submitted to the General Assembly on
or before Mav 27, 1975, for confirmation by the General Assembly as provided
in G.S. 82-10(a). The commissioners so appointed and confirmed shall serve
new terms commencing on July 1, 1975, one of which shall be for a period of
two vears (with the immediate successor serving for a period of six vears), and
one of which shall be for a period of two vears.

Therzafter, the terms of office of the additional commissioners shall be for
eight vears as provided in G.S. 62-10(b. )

td} A comimissioner in office shall continue o serve untii his successor is
dulv confirmed and quealified but such holdover shall not affect the expiration
date of such succeeding term.

ie; On July 1, 1965, and every four years thereafter. one of the commission-
rs shalil be designated by the Governor to serve as chairman of the Commis-
ion for the succeeding four vears and unuil his successor is duly confirmed and
ualifies. Upon death or resignation of the commissioner appointed as chair-
man. the Governor shall designate the chairman from the remaining commis-
ioners and appoint a successor as nereinaiter proviaed to fill the vacancy on
ne Commission.

() In case of death, incapacity. resignation or vacancy for any other reason
in the office of any commissioner orior 1o the expiration of his term of office. the
name oi nis successor shall be submitted by the Governor within four weeks
afier the vacancy arises t0 the General Assembiy for confirmation by the
(General Assembly. Upon failure of the Governor to zubmit the name of the
successor. the Lieutenant Governor and Speaker of the House jointly shall
submit the name of a successor to the General Assembly within six weeks afier
the vacancy arises. Regardless of the way in which names of commissioners are
submitted. confirmation of commissioners must be accomplished prior to the
adjournment of the then current session of the General Assembiv.

tg) If a vacancy arises or exists pursuant to either subsection {a) or (¢} or (f)
of this section when the General Assembly is not in session. and the appoint-
ment is deemed urgent by the Governor. the commissioner may be appointed
and serve on an interim basis pending confirmation by the General Assembly.

{h) The salary of each commissioner and that of the commissioner desig-
nated as chairman shall be set by the General Assembly in the Current
Operations Appropriations Act. In lieu of merit and other increment raises
paid to regular State employvees, each commissioner, including the commis-
sioner designated as chairman, shall receive as longevity pay an amount equal
to four and eight-tenths percent (4.8%) of the annual salary set forth in the
Current Operations Appropriations Act payable monthly after five vears of
service. and nine and six-tenths percent (9.6%) after 10 vears of service.
“Service” means service as a member of the Utilities Commission.

(h1) In addition to compensation for their services, each member of the
Commission who lives at least 50 miles from the City of Raleigh shall be paid
a weekiy travel allowance for each week the member travels to the City of
Raleigh from the member’s home for business of the Commission. The

ur (D
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' : RGANIZATION OF UTILITIES COMMISSION N
$62-11 ART. 2. ORGANIZ ,

; ] lculated for each member by multiplying the actual
allo“aai?fi% srx}lliailela}T)ee fi?)r; that member’s home to the City of Raleigh by the
ro?:— e;-mile which is the business standard mileﬁage rate set by the Internal
{'{iveﬁue Service in Rev. Proc. 93-51, Degembexj 27, 1993. n Artide 30

(i) The standards of judicial conduct provided for judges 1r(1: : T.l? e !
Chapter 7A of the General Statutes shall apply to members of theh ommissio d
Members of the Commission shall be Ilablg to impeachment for the pau&f atn
in the manner provided for judges of the General Cqur_t of Justice in Chap ?r
llr})” of the General Statutes. Members of the Commission shall not engage in
a;li other employment, business, prqfess'ion.. or vocation while in %ﬁice. ¢ the

(j) Except as provided in subsection (h1) of this section, members of h
Coﬁnmi‘ssion shall be reimburseddfor tliavel agd éuéa&lsotgné:(ea )e:iggﬁslesc agﬁ:t se
rates allowed to State officers an emplovees by | -S. 138-6(a). 1941, 1.971, s

: s. 1; 1959, c. 1319; 1963, c. 1165, 5. 1; 196 7, c. 1238; 3, C.
3119}9393.0;;,1&(;?% 'ss. 1, 2: 1977, c. 468, 5. 1. . 913.s. 2; 1983 (Reg. ?_essB,\.1998§L6),
c. 1116, 5. 91,1989, c. 781, 5. 41.9; 1993 (Reg. Sess., 1994).c. 769, 5. 7.4(b): 1996,
2nd Ex. Sess., c. 18, 5. 28.2(b). 1997-443, 5, 33.5; 1999-237, 5. 28.21(a), (b))

Editor’s Note. — Session Laws 1699-237. s. 1999, agjgiegi'subs_ectior} l.h{); z)md i@d?d .F]_’o\ge?ot
1.1 provides: “This act shall be known as the as provided in sg?sgctxorx;!nL._oxt 1s sect U
‘éuf-en: Operations and Capital Improve- the deginning of subsection 1j). ot _

s iations Act of 1889.™ State Govemme.nt. Reorgamzanlon.. -
me‘mi':\ppmprrlatllg%:?”' 5. 30.4 contains a  The Utilities Commission was :ransferred o
cerabil I'.a]\\s . the Department of Commerce ' now the Depart-
SE\.zaD?lt}fcgaeex;dments. — Session Laws ment f Zconomic and C_?mmunity Develop-
1050-257.05. Z’.S.lea) and b, effective July 1. ment! by former § 143A-174.

pavivida

CASE NOTES

Applied in Srate 2x rei. Utls. Corzzm‘q v,
Caroiina Tel. & Tel. Co.. 21 N.C. App. 251, 20t

S.E.2d 18111974,

§ 62-11. Oath of office. |
Each utilities commissioner befors entering upon the dut;lesgfnls'(zrﬁg;:alig
file with the Secretary of State his oath of office o support tf eh og:t; uof 0 and
laws of the United States and the Constitution and la\ysp (ti eﬁ? ate f North
Carolina, and to well and truly perform the duties of his sai o gg as uniliies
commissioner. and that he is not the agent or attorney of aan pu.l{;c u(19§" >
an employee thereof. and that he has no interest in any public uti llty. (1933, c.
134. 5. 53,1925, c. 280; 1939, c. 404; 1941, ¢. 97: 1963, . 1165, 5. 1.]
§

:12. Organization of Commission; adoptiop~of rules

and regulations therefor.

To facilitatthe work of the Commission and for Inistrative purpgsis,
the chairman of“tQe Commission. with the co <ent and approval of t s
Commission, may ordanize the work of the mmission in several hea}r‘lgD
divisions and operating artments a may designate a member bor t %
Commission as the head of anydjvisiger8r divisions and assign to members o
the éommission various duties in»€Qnection t?eg}iwnh. b]_i%]ecfn' tf:;(})1 théelzlrg;gi

i Articje 2 apter of the

f the State Personnel A¢T (AMcje 2 o ) 16
%lf?aritzs) the Commissio all preparéN\and adop(ti rﬁlgsteiﬁilr:f%:ilrastggg
ing ' s and all in
ning the personne 0 : :
l%?lzieriess%fthepCo Ission. (1941, c. 97, 5. 3; 194D, 1009, s. 2; 1957, c. 1062,

s. 1;1963,¢c. 1
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2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative(s) RONNIE SMITH (Chair) for the Committee on PUBLIC
UTILITIES.

(] Committee Substitute for

H.JR. 481 A JOINT RESOLUTION PROVIDING FOR THE CONFIRMATION OF THE
APPOINTMENT OF LORINZO LITTLE JOYNER MADE BY THE GOVERNOR TO
MEMBERSHIP ON THE NORTH CAROLINA UTILITIES COMMISSION.

With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [} Ll

[] With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations (] Finance [] .

[[] With a favorable report as to committee substitute bill (# ), L1 which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[[] With a favorable report as to House committee substitute bill (# ), L] which changes
the title, unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

(L] With recommendation that the House concur.

[] With recommendation that the House do not concur.

(] With recommendation that the House do not concur; request conferees.

] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

(] Without prejudice.

[] With an indefinite postponement report.

[J With an indeﬁnife postponement report, with a Minority Report attached.

[J With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/15/01



Minutes
House Committee on Public Utilities
April 17,2001

The House Committee on Public Utilities met Tuesday, April 17,2001 in Room S B
544 of the Legislative Office Building at 10:00 a.m. The following members were ’ o
present: Representative Ronnie Smith, Chair; Representatives Saunders and McComas,
Vice-Chairs; and Representatives Allred, Coates, Edwards, Grady, Holmes, Hurley and
McCombs. Steve Rose, Committee Counsel was also present. A Visitor Registration list
is attached and made part of the minutes.

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman Smith recognized Representative Drew Saunders to explain SB 271-
EXTEND TIME FOR UNIVERSAL SERVICE FINAL RULES for Sen. David Hoyle.
Rep. Saunders explained that this is a bill requested by the chairs of the Utilities
Committee and that he did not know of any opposition. Motion was made for a favorable
report and passed.

Chairman Smith recognized Sen. John Kerr to explain SB 432 —- WATER AND
SEWER AUTHORITIES. Sen. Kerr explained that this was a local bill that deals with
water problems in eastern North Carolina. Motion was made for a favorable report and
passed.

Chairman Smith said that a number of 911 bills are in the Public Utilities
Committee. He appointed Rep. Zeno Edwards as Chair of a subcommittee to review and
report back to the Committee. Reps. Coates, Grady, McCombs and Saunders were also
asked to serve on the subcommittee.

Chairman Smith recognized Rep. Martin Nesbitt and Rep. Phil Haire to explain
HB 1015 — IMPROVE AIR QUALITY/ELECTRIC UTILITIES. A proposed committee
substitute was offered and passed to open discussion. Chairman Smith explained that a
vote would not be taken today and probably not for several more meetings in order to
allow individuals that wanted to speak on the bill time to do so. He requested that anyone
wishing to speak on this bill check with the Committee Assistant and have their names
added to a list of speakers. After Rep. Nesbitt explained the bill members had a number
of questions.



Chairman Smith recognized Mr. Bill Ross, Director of DEHNR to speak on the
bill. Mr. Ross said he viewed the bill as a step in the right direction toward better health,
healthier mountain ecosystems and economy. But, Mr. Ross pointed out, there needs to
be a directive to reach an agreement with other states. He commended the utilities
companies for their willingness to take action and to the committee members for their
willingness to move forward with the bill. However, he said it would be important to
look at the cost recovery provisions in the bill.

The meeting adjourned at 10:55.

Respectfully submitted,

Chair Committee Assistant



AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

April 17,2001
Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

SB 217 - EXTEND TIME FOR UNIVERSAL SERVICE FINAL RULES
Senator David Hoyle, Sponsor :

~ SB 432 - WATER AND SEWER AUTHORITIES
Senator John Kerr, Sponsor

~ 'HB 1015 IMPROVE AIR QUALITY / ELECTRIC UTILITIES
Rep. Nesbitt and Rep. Haire, Sponsors

ADJOURNMENT
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SESSION 2001
H D
HOUSE BILL 1015*
PROPOSED COMMITTEE SUBSTITUTE H1015*-PCS5196-RT-10
Short Title: Improve Air Quality/Electric Utilities. (Public)
Sponsors:
Referred to:

April 9, 2001

A BILL TO BE ENTITLED

AN ACT TO IMPROVE AIR QUALITY IN THE STATE BY REQUIRING
REDUCTIONS IN THE EMISSIONS OF CERTAIN POLLUTANTS FROM
CERTAIN FACILITIES THAT BURN COAL TO GENERATE ELECTRICITY.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 143-215.107 reads as rewritten:

"§ 143-215.107. Air quality standards and classifications.

(@) Duty to Adopt Plans, Standards, etc. — The Commission is hereby directed
and empowered, as rapidly as possible within the limits of funds and facilities available

to it, and subject to the procedural requirements of this Article and Article 21:

1)

)

€)

(4)

To prepare and develop, after proper study, a comprehensive plan or
plans for the prevention, abatement and control of air pollution in the
State or in any designated area of the State.

To determine by means of field sampling and other studies, including
the examination of available data collected by any local, State or
federal agency or any person, the degree of air contamination and air
pollution in the State and the several areas of the State.

To develop and adopt, after proper study, air quality standards
applicable to the State as a whole or to any designated area of the State
as the Commission deems proper in order to promote the policies and
purposes of this Article and Article 21 most effectively.

To collect information or to require reporting from classes of sources
which, in the judgment of the Environmental Management
Commission, may cause or contribute to air pollution. Any person
operating or responsible for the operation of air contaminant sources of
any class for which the Commission requires reporting shall make
reports containing such information as may. be required by the
Commission concerning location, size, and height of contaminant
outlets, processes employed, fuels used, and the nature and time
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5)

(6)

(7)

®)

(8a)

periods or duration of emissions, and such other information as is
relevant to air pollution and available or reasonably capable of being
assembled.

To develop and adopt emission control standards as in the judgment of
the Commission may be necessary to prohibit, abate, or control air
pollution commensurate with established air quality standards. This
subdivision does not apply to that portion of the National Emission
Standards for Hazardous Air Pollutants for asbestos that governs
demolition and renovation as set out in 40 C.F.R. § 61.141, 61.145,
61.150, and 61.154 (1 July 1993 edition).

To adopt motor vehicle emissions standards; to adopt, when necessary
and practicable, a motor vehicle emissions inspection and maintenance
program to improve ambient air quality; to require manufacturers of
motor vehicles to furnish to the Equipment and Tool Institute and,
upon request and at a reasonable charge, to any person who maintains
or repairs a motor vehicle, all information necessary to fully make use
of the on-board diagnostic equipment and the data compiled by that
equipment; to certify to the Commissioner of Motor Vehicles that
ambient air quality will be improved by the implementation of a motor
vehicle emissions inspection and maintenance program in a county.
The Commission shall implement this subdivision as provided in G.S.
143-215.107A.

To develop and adopt standards and plans necessary to implement
programs for the prevention of significant deterioration and for the
attainment of air quality standards in nonattainment areas.

To develop and adopt standards and plans necessary to implement
programs to control acid deposition and to regulate the use of sulfur
dioxide (SQ2) allowances and nitrogen oxides (NOX) emissions in
accordance with Title IV and implementing regulations adopted by the
United States Environmental Protection Agency.

To develop and adopt standards and plans and to implement programs

)

(10)

to _control emissions of oxides of nitrogen (NOx) and sulfur dioxide

(S802) as provided in G.S. 143-215.107D.

To regulate the content of motor fuels, as defined in G.S. 119-16, to
require use of reformulated gasoline as the Commission determines
necessary, to implement the requirements of Title II and implementing
regulations adopted by the United States Environmental Protection
Agency, and to develop standards and plans to implement this
subdivision. Rules may authorize the use of marketable oxygen credits
for gasoline as provided in federal requirements.

To develop and adopt standards and plans necessary to implement
requirements of the federal Clean Air Act and implementing

House Bill 1015* H1015*-PCS5196-RT-10
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regulations adopted by the United States Environmental Protection
Agency. :

(11) To develop and adopt economically feasible standards and plans
necessary to implement programs to control the emission of odors
from animal operations, as defined in G.S. 143-215.10B.

(12) To develop and adopt a program of incentives to promote voluntary
reductions of emissions of air contaminants, including, but not limited
to, emissions banking and trading and credit for voluntary early
reduction of emissions.

(13) To develop and adopt rules governing the certification of persons who
inspect vehicle-mounted tanks used to transport motor fuel and to
require that inspection of these tanks be performed only by certified
personnel.

(14) To develop and adopt rules governing the sale and service of mobile
source exhaust emissions analyzers and to require that vendors of these
analyzers provide adequate surety to purchasers for the performance of
the vendor's contractual or other obligations related to the sale and
service of analyzers.

(b)  Criteria for Standards. — In developing air quality and emission control
standards, motor vehicle emissions standards, motor vehicle emissions inspection and
maintenance requirements, rules governing the content of motor fuels or requiring the
use of reformulated gasoline, and other standards and plans to improve ambient air
quality, the Commission shall consider varying local conditions and requirements and
may prescribe uniform standards and plans throughout the State or different standards
and plans for different counties or areas as may be necessary and appropriate to improve
ambient air quality in the State or within a particular county or area, achieve attainment
or preclude violations of state or national ambient air quality standards, meet other
federal requirements, or achieve the purposes of this Article and Article 21.

(c)  Chapter .150B of the General Statutes governs the adoption and publication of
rules under this Article.

(d), (e) Repealed by Session Laws 1987, c. 827, s. 205.

(), (g)- Repealed by Session Laws 1995, c. 507, s. 27."

SECTION 2. Article 21B of Chapter 143 of the General Statutes is amended

by adding a new section to read:

"§ 143-215.107D. Emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2)

from certain coal-fired electric generating units.
The Environmental Management Commission shall adopt rules to implement G.S.

143-215.107(a)(8a) as provided in this section. For emissions of oxides of nitrogen
(NOx), the Commission shall develop and adopt standards and plans and implement
programs to control emissions from coal-fired generating units, as those terms are
defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition), that are owned
or operated by an investor-owned public utility, as defined in G.S. 62-3. and that have

H1015*-PCS5196-RT-10 House Bill 1015* Page 3
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the capacity to generate 25 or more megawatts of electricity so that no later than 1
January 2007 these units will collectively emit no more than 60,000 tons of oxides of
nitrogen (NOx) annually and no later than 1 January 2009 these units will collectively
emit no more than 56,000 tons of oxides of nitrogen (NOx) annually. For emissions of
sulfur dioxide (SO2), the Commission shall develop and adopt standards and plans and
implement programs to control emissions from coal-fired generating units, as those
terms are defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition), that
are owned or operated by an investor-owned public utility, as defined in G.S. 62-3, and
that have the capacity to generate 25 or more megawatts of electricity so that no later
than 1 January 2009 these units will collectively emit no more than 250,000 tons of
sulfur dioxide (SO2) annually and no later than 1 January 2013 these units will
collectively emit no more than 130,000 tons of sulfur dioxide (SO2) annually."

SECTION 3. Article 7 of Chapter 62 of the General Statutes is amended by
adding a new section to read:

"§ 62-133.6. Environmental compliance expenditure-recovery.

(a) As used in this section, the term 'environmental compliance expenditures'
means only those expenditures incurred after 1 July 2001 by an electric utility to comply
with standards adopted pursuant to G.S. 143-215. 107D that exceed the expenditures
required to comply with the revisions to the State Implementation Plan (SIP) to reduce
emissions of oxides of nitrogen (NOx) pursuant to the final notice published by the
Administrator of the United States Environmental Protection Agency at 63 Federal
Register 57491 (27 October 1998) codified at 40 Code of Federal Regulations § 51.121
(1 July 2000 Edition).

(b) The Commission shall allow each electric utility to recover all just,
reasonable, and prudently incurred environmental compliance expenditures through an
environmental compliance expenditure-recovery factor that is separate from the electric
utility's base rates.

(c) The Commission shall set the environmental compliance expenditure-
recovery factor for each utility at least annually. The Commission shall base the

environmental compliance expenditure-recovery factor on the electric utility's

projections of its environmental compliance expenditures for the next calendar year.
The Commission shall incorporate into the environmental compliance expenditure-
recovery factor determination the experienced under-recovery or over-recovery of the
electric utility's environmental compliance expenditures incurred during the previous
calendar year. Any refund or collection made as part of this process shall include
interest at a rate to be determined by the Commission."

SECTION 4. It is the intent of the General Assembly that the State use all
available resources and means, including negotiation, participation in interstate
compacts and multistate and interagency agreements, and litigation to induce other
states and entities, including the Tennessee Valley Authority, to achieve reductions in
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) comparable to those
required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.

Page 4 House Bill 1015* H1015*-PCS5196-RT-10
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143-215.107D, as enacted by Section 2 of this act, on a comparable schedule. The State
shall give particular attention to those states and other entities whose emissions
negatively impact air quality in North Carolina or whose failure to achieve comparable
reductions would place the economy of North Carolina at a competitive disadvantage.

SECTION 5. The Environmental Management Commission shall study the
desirability of requiring and the feasibility of obtaining reductions in emissions of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) beyond those required by G.S.
143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S. 143-215.107D, as
enacted by Section 2 of this act. The Environmental Management Commission shall
consider the availability of emissions reduction technologies, increased cost to
consumers of electric power, reliability of electric power supply, actions to reduce
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) taken by states and
other entities whose emissions negatively impact air quality in North Carolina or whose .
failure to achieve comparable reductions would place the economy of North Carolina at
a competitive disadvantage, and the effects that these reductions would have on public
health, the environment, and natural resources, including visibility. In its conduct of
this study, the Environmental Management Commission may consult with the Utilities
Commission and its staff. The Environmental Management Commission shall report its
findings and recommendations to the General Assembly and the Environmental Review
Commission annually beginning 1 September 2004.

SECTION 6. The General Assembly anticipates that measures implemented
to achieve the reductions in emissions of oxides of nitrogen (NOx) and sulfur dioxide
(SO2) required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.
143-215.107D, as enacted by Section 2 of this act, will also result in significant
reductions in the emissions of mercury from coal-fired generating units. The Division
of Air Quality of the Department of Environment and Natural Resources shall study
issues related to monitoring emissions of mercury and the development and
implementation of standards and plans to implement programs to control emissions of
mercury from coal-fired generating units. The Division shall evaluate available control
technologies and shall estimate the benefits and costs of alternative strategies to reduce
emissions of mercury. The Division shall annually report on its interim findings and
recommendations to the Environmental Management Commission and the
Environmental Review Commission beginning 1 March 2002. The Division shall report
its final findings and recommendations to the Environmental Management Commission
and the Environmental Review Commission no later than 1 March 2005.

SECTION 7. The Division of Air Quality of the Department of Environment
and Natural Resources shall study issues related to the development and implementation
of standards and plans to implement programs to control emissions of carbon dioxide
from coal-fired generating units and other stationary sources of air pollution. The
Division shall evaluate available control technologies and shall estimate-the benefits and
costs of alternative strategies to reduce emissions of carbon dioxide. The Division shall

H1015*-PCS5196-RT-10 House Bill 1015* _ Page 5
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1 report its findings and recommendations to the Environmental Manageméﬁt ) .
2 Commission and the Environmental Review Commission no later than 1 March 2002.
3 SECTION 8. This act is effective when it becomes law.

]

]

Page 6 House Bill 1015* H1015*-PCS5196-RT-10



N.C. Citizens for Business and Industry
Comments Re: Senate Bill 1078 and House Bill 1015
Improve Air Quality / Electric Utilities

The concept of this bill is obviously valid - we all want clean air. It is important for our
businesses as well as all the citizens of North Carolina. We have not taken an official
position in support or opposition to this bill at this time, however, there are many questions

~ questions that we think need to be addressed before the bill moves forward.

1. What will be the impact of this bill on industry in our state and our ability to recruit and
retain industry?

- How will we measure up with surrounding states -- If the result of this bill will mean
cleaner air for the entire state and bringing non-attainment areas into attainment, then
it may mean opportunities for additional industry to locate in North Carolina or for
industry in the state to expand.

- We do, however, need to look at the costs involved and whether or not the benefits
outweigh the costs.

Secretary Ross said in his comments to the Senate Committee last .

week that industrial customers are taking a careful look at this bill and at

the numbers. He is exactly right. We have only recently we gotten numbers

from the utility companies on the potential costs for implementation of this act.

Our members are looking at their current utility bills and what impact this additional
cost will have on their businesses over the next 12 years.

That impact will not just be on business and industry, however, but on all consumers

-- state and local government , schools, colleges and universities, --- all utility
customers. These businesses, government entities and education systems cannot
bear another cost driver, especially during these current economic times.

2. We have concems about the air quality in surrounding states -- particularly Tennessee
and the impact that it has on western North Carolina. I understand from the proponents
of the bill that they believe enactment of this legislation will give us leverage to get other
states to clean up their air. It is not clear to me how this legislation will translate into
getting Tennessee and the other surrounding states to do what they need to do to help
improve the air quality in the North Carolina mountains. We think we should look

at some sort or regional approach to this problem and we are not sure that this bill
answers those concerns. I am aware of the letter that Senator Basnight and others
delivered to President Bush last week expressing concerns about TVA and encouraging
the federal government to get involved with this issue. That course of action needs to be
vigorously pursued.

3. This is an important piece of legislation. It is a bill that I believe needs a more thorough
review before it is enacted. The Senate bill is pending on the Senate calendar today
so it is anticipated that it will make the cross over deadline. I would urge the members
of this committee and the members of the House to take some time to be more
deliberative in your consideration of this bill so that we can, hopefully, realize the full
impact and all the implications of passage of this bill before you take final action.

Leslie H. Bevacqua, Vice President
of Governmental Affairs
April 17, 2001



NORTH CAROLINA HOUSE OF REPRESENTATIVES ' Page 1 of 1
Ann Jordan (Rep. R. Smith)

‘ From: Ann Jordan (Rep. R. Smith)
Sent: Wednesday, April 11, 2001 9:45

Subject: Meeting Notice.doc

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, April 17, 2001
TIME: 10:00 a.m.
LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):
SB 217 - EXTEND TIME FOR UNIVERSAL SERVICE FINAL RULES - Sen. Hoyle

‘ SB 432 - WATER AND SEWER AUTHORITIES - Sen. Kerr

HB 1015 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES - Rep. Nesbitt and Rep. Haire

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at 10:00 p.m. on
April 11, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)

4/11/2001



NORTH CAROLINA HOUSE OF REPRESENTATIVES
NOTIFICATION TO BILL SPONSOR

2001-2002
BILL SPONSOR: Sen. David Hoyle
OFFICE: Room 300A

NOTIFICATION DATE: April 11, 2001

The House Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, April 17,2001
TIME: 10:00 a.m.
LOCATION: Room 544 - Legislative Office Building

Your Bill (or Bills) will be discussed at this time:
SB 217 - EXTEND TIME FOR UNIVERSAL SERVICE FINAL RULES.

We would like to have you attend this meeting.

Representative Ronnie Smith
Chairman

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES
NOTIFICATION TO BILL SPONSOR

2001-2002
BILL SPONSOR: Sen. John Kerr
OFFICE: Room 526

NOTIFICATION DATE: April 11, 2001

The House Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, April 17, 2001
TIME: 10:00 a.m.
LOCATION: Room 544 - Legislative Office Building

Your Bill (or Bills) will be discussed at this time:
SB 432 - WATER AND SEWER AUTHORITIES.

We would like to have you attend this meeting.

Representative Ronnie Smith
Chairman

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES
NOTIFICATION TO BILL SPONSOR

2001-2002
BILL SPONSOR: Rep. Martin Nesbitt & Rep. Phil Haire
OFFICE: Room 420 and Room 419B

NOTIFICATION DATE: April 11, 2001

The House Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, April 17,2001
TIME: 10:00 a.m.
LOCATION: Room 544 - Legislative Office Building

Your Bill (or Bills) will be discussed at this time:
HB 1015 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES.

We would like to have you attend this meeting.

Representative Ronnie Smith
Chairman

(Committee Assistant)



SENATE BILL 217:
Extend Time for Universal Service Final Rules

BILL ANALYSIS

Committee: House Public Utilities Committee Introduced by: Senator Hoyle
Date: April 17, 2001 : Summary by: Steven J. Rose
Version: One Committee Counsel

SUMMARY: Senate Bill 217 amends G.S. 62-110(f1) to change the date by which the Utilities
Commission must adopt final universal service rules for local phone service from July 1, 2001 to July
1, 2003. The bill is effective when it becomes law.

ANALYSIS & BACKGROUND: The 1995 General Assembly adopted legislation allowing for
competitive local telephone service. That legislation required the Utilities Commission to adopt
permanent rules for the provision of universal service in a competitive environment. Universal service
has been a policy of the State and of the federal government for approximately the last seventy-five years.
Universal service is the concept of having affordable basic "dial tone" telephone service available to all
persons at a reasonable cost, even though the cost of serving some areas is higher than others.
Traditionally, the cost of basic service has been kept down by subsidies from charges for other telephone
services such as long distance service and other optional services. The 1995 legislation provided that
temporary universal service rules would be adopted by the Utilities Commission by December 31, 1996
and permanent universal service rules would be adopted by July 1, 1998. The date for permanent rules
was changed to July 1, 1999 in 1998, and was changed again to July 1, 2001 in 1999. Temporary
universal service rules are in place in accordance with the provisions of G.S. 62-110(f1).

Attached to this summary is a letter, dated February 7, 2001 to the President Pro Tempore of the Senate
and the Speaker of the House from the Honorable Jo Anne Sanford, Chair of the North Carolina Utilities
Commission. It contains a succinct explanation of the reasons for the delay and expresses the conviction
that this temporary delay is necessary and reasonable and that no party will be prejudiced by the delay.

S217-SMRL-002

Legislative Services Office North Carolina General Assembly Research Division, 733-2578
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February 7, 2001

The Honorable Marc Basnight
President Pro Tempore of the Senate
Legislative Building, Room 2007
Raleigh, North Carolina 27601-2808

The Honorable James B. Black
Speaker of the House

Legislative Building, Room 2304
Raleigh, North Carolina 27601-1096

Dear Sirs:

By this letter, we are requesting a two-year extension, until July 1, 2003, of the
statutory deadline contained in G.S. 62-110(f1) for adoption of final rules concerning the
provision of universal telephone service. In 1995, when House Bill 161 was adopted as
a transforming change to the reguiatory structure in the telecommunications industry,
July 1, 1998, appeared to be a reasonable target for adoption of a plan to provide for
universal service. However, no one could have anticipated the complexity and magnitude
of the path from legislative declarations of intent to final restructuring of this industry. This
is particularly true in light of the subsequent passage of the federal Telecommunications
Act of 1996, which introduced greater complexity to the area. Despite constant application
of industry and regulatory resources to a stream of cases which necessarily precede this
universal service decision, this Commission -- like many others nationwide - is not yet to
the point of being able to make a responsible final decision on the provision of universal
service. Recognizing this, the General Assembly has, at our request, already twice
extended the deadline, which is currently July 1, 2001.

Essentially, what is at issue is replacement of a decades-old mechanism for
providing affordable telecommunications service to high-cost areas and to low-income
users. The concept of “universal service” was enunciated in the Communications Act of
1934 and it continues to be embodied in law. Historical sources of funding for this national

430 North Salisbury Street « Raleigh, North Carolina 27603
Telephone No:  (919)733-4249
Facsimile No:  (919)733-7300
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and state policy goal have included interconnection charges among carriers and higher
rates for some services. Additionally, since divestiture in 1984, the Federal
Communications Commission (FCC) has administered a high-cost fund. One of the many
mandates of the federal and state acts is that we states must now identify and quantify the
necessary level of support for universal service -- i.e., the amount of support needed must
be made explicit rather than amorphously included within various rates without any real
definition. We must also determine how the support is to be recovered, whether through
customer surcharges, carrier fees, or in some other manner. It is important to note,
however, that, until final rules are adopted, the Commission has ordered that the interim
universal service mechanism should be a continuation of the present system of funding.
Thus, there is no pressing need at this time for final rules.

The consequences of this decision are of enormous gravity. For instance, at the
time this matter was last set for hearing in early-1999, there were industry proposals
before the Commission requesting customer surcharges of up to 12%. Our reasons for
asking for this extension fall principally into three categories:

(1) Time - We continue to be engaged steadily in major
telecommunications dockets and, given the high degree of industry interest
and the number of parties and issues, fair resolution of each docket
inevitably takes a significant amount of time. This is true even though the
time-line for our cases is substantially more compressed than comparabie
civil litigation;

(2)  Appeals - Appeals of state and federal decisions are inevitable
consequences of the mix of parties, the polarization of interests, and the
stakes; and

(3)  Resources - Industry and regulatory resources continue to be strained
to the maximum in attempting to resolve one major docket after another
across the region.

We have split the universal service proceeding into several phases and have
conducted hearings in two of them. The first phase was decided in Orders of April 20 and
July 2, 1998, by which we approved the cost models and inputs which form the framework
for determining the costs of universal service in North Carolina. The second phase, heard
in June 1998, considered more than 25 issues which are central to our ability to adopt the
final rules required by G.S. 62-110(f1). A third phase was scheduled for hearing in
January 1999, to consider a Public Staff proposal concerning costing methodology, but
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was continued at the request of the parties. Since then, no party has come forward to
request reactivation of this inquiry and we perceive no pressing need to adopt final
universal service rules at this time. In order to fully conclude this matter, we are likely to
require one or more additional hearings, which are likely to be very complicated and
contentious, before we can sort all this out in the form of final rules.

We thank you for considering during this session an extension of the deadline in
G.S. 62-110(f1) until July 1, 2003. We are convinced this is a necessary and reasonable
request and do not believe that any party will be prejudiced thereby. Nor do we believe
there will be any opposition to or controversy surrounding this request. In fact, both the
carriers and the customers in this State deserve and will benefit from adequate time for a
fair hearing and from careful, deliberative decisions by the Commission. Furthermore, any
party who believes that there is a pressing need for adoption of final universal service
rules prior to July 1, 2003, certainly has the right to petition the Commission to reopen the
rulemaking proceeding at any time before that date.

Thank you very much for your attention to this request, and pjleau_se call on us if we
might answer any questions.

Very truly yours,
Jo Anne Sanford
RHB/pb

c. Members of the North Carolina Utilities Commission
Senator David W. Hoyle
Representative Ronnie Smith
Members of the Joint Legislative Utility Revuew Committee
Robert P. Gruber, Executive Director, Public Staff-NCUC
Steven Rose, Legislative Counsel




SENATE BILL 432:
Water and Sewer Authorities

BILL ANALYSIS
Committee: House Public Utilities Introduced by: Sen. Kerr
Date: April 17, 2001 Summary by:  Steven Rose
Version: Third ' Committee Counsel

SUMMARY: Senate Bill 432 would allow three or more political subdivisions to partner with up to
two nonprofit water companies to form a water and sewer authority. The bill also validates the
membership of nonprofit water corporations in an authority if the authority was created after July 1,
2000, and met the requirements of this act. The bill is effective when it becomes law.

CURRENT LAW:  There are several different mechanisms a county and city can use to address water
and sewer concerns. One such mechanism is the creation of a water and sewer authority. One or more
counties, cities, sanitary districts, and any other political subdivision may create water and sewer
authorities. The governing body of each political subdivision must adopt.a resolution stating its intent to
organize an authority. The resolution must be adopted after a public hearing is held on the issue and
notice of the public hearing must be published. A political subdivision can withdraw from an authority at
any time prior to the creation of any obligations by the authority. A water and sewer authority may issue
revenue bonds; impose rates, fees, and charges; and levy special assessments. Water and sewer
authorities may also apply for grants from the Clean Water Revolving Loan and Grant Fund.

BILL ANALYSIS: The statutes authorizing the creation of water and sewer authorities do not provide
for a partnership between public and private corporations. Senate Bill 432 would allow such a
partnership if the authority would consist of at least three political subdivisions. The statutes provide two
methods for the creation of a water and sewer authority. The bill amends both of these methods to allow
the inclusion of nonprofit water companies. Section 2.1 of the bill adds language that prohibits political
subdivision subsequently joining a water and sewer authority created under G.S. 162A-3 from having
voting members. This is already prohibited for subsequent joiners under G.S. 162A-3.1. However, this
prohibition would not apply to those joining under new G.S. 162A-3(al). Section 3 of the bill validates
the creation of a water and sewer authority that consists of nonprofit water companies if the authority was
created on or after July 1, 2000, and meets the requirements of this legislation.

BACKGROUND: The Lenoir County Commissioners appointed a task force several years ago to
study the issues facing the area as it related to water and sewer services. The task force membership
consisted of a broad cross section of Lenoir County with each supplier of these services in the area
included. The task force recommended the formation of a water and sewer authority. The governing
boards of three municipalities and the county adopted resolutions in October 0of 2000 forming the Neuse
Regional Water and Sewer Authority. The authority consists of 10 members representing the following
entities: the City of Kinston, the Town of LaGrange, and the Town of Pink Hill. Representatives of
North Lenoir Water Corporation and Deep Run Water Corporation are represented on the authority.

‘ S432-SMRL-001 Cindy Avrette, Senate Finance Committee Counsel, substantially contributed to this summary.

Legislative Services Office North Carolina General Assembly Research Division, 733-2578
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2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Smith (Chair) for the Committee on Public Utilities.

] Committee Substitute for .

S.B. 217 ABILL TO BE ENTITLED AN ACT TO EXTEND THE TIME FOR THE
NORTH CAROLINA UTILITIES COMMISSION TO ADOPT FINAL RULES
REGARDING UNIVERSAL SERVICE.

With a favorable report.

[] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] .

[] With a favorable report, as amended.

(] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations [_] Finance [ ] ]

[l With a favorable report as to committee substitute bill (# ), [J which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[] With a favorable report as to House committee substitute bill (# ), L] which changes
the title, unfavorable as to Senate committee substitute bill.

DA With an unfavorable report.

[ With recommendation that the Housé concur.

[] With recommendation that the House do not concur.

[0 With recommendation that the House do not concur; request conferees.

[J with recommendation that &e House concur; committee believes bill to.be material.
[] With an unfavorable report, with a Minority Report attached. |

(] Without prejudice. _

(] With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[J Wwith recommendation that it be adopted. (HOUSE RESOLUTION ONLY) .
2/15/01



2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Smith (Chair) for the Committee on Public Utilities.

X] Committee Substitute for

S.B. 432 A BILL TO BE ENTITLED AN ACT TO ALLOW NONPROFIT WATER
CORPORATIONS TO JOIN CERTAIN WATER AND SEWER AUTHORITIES AND
CONCERNING THE RIGHT OF SUBSEQUENTLY JOINING MUNICIPALITIES TO
HAVE VOTING MEMBERSHIP.

B With a favorable report.

[ ] With a favorable report and recommendation that the bill be re-referred to the Committeé on
Appropriations [_] Finance [] Cl.

[] With a favorable report, as amended.

[0 With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations [ ] Finance [] O.

[ With a favorable report as to committee substitute bill (# ), L] which changes the title,
unfavorable as to (original Bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

(] With a favorable repoft as to House committee substitute bill (# ), L] which changes
“the title, unfavorable as to Senate committee substitute bill.

(] with an unfavorable report.

] with recommendation that the House concur. .

(] with re;:ommendation that the House do not concur.

[] With récomrﬁendation that the i—Iouse do not concuf; request conferees.

] With recommendation that the House concur; committee believes bill to be material.
[l With an unfavorable report, with a Minority Report attached.

[] Without prejudice. | |

[] With an indefinite postponement report.

[_] With an indefinite postponement report, with a Minority Report attached.

[J] With recommendation that it be adopted. (HOUSE RESOLUTION Of\ILY)
" 2/15/01 -
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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

PLEASE NOTE ROOM & TIME CHANGE - AGAIN!!!!
You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Thursday, April 19, 2001

TIME: 11.00 a.m.

LOCATION: Room 1425 — Legislative Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

HB 1015 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES - Rep. Nesbitt and
Rep. Haire - continued discussion.

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
3:30 p.m. on April 17, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES
NOTIFICATION TO BILL SPONSOR
2001-2002

BILL SPONSOR: Rep. Martin Nesbitt & Rep. Phil Haire
OFFICE:

NOTIFICATION DATE: April 17,2001

The House Committee on Public Utilities will meet as follows:

DAY & DATE: Thursday, April 19th
TIME: 11:00 a.m.
LOCATION: Room 544

Your Bill (or Bills) will be discussed at this time:
HB 1015 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES.

We would like to have you attend this meeting.

Representative Ronnie Smith
Chairman

X (Committee Assistant)
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Minutes
House Committee on Public Utilities
April 19, 2001

The House Committee on Public Utilities met Thursday, April 19, 2001 in Room
1425 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representatives Saunders and McComas,
Vice-Chairs; and Representatives Brubaker, Coates, Edwards, Holmes and Hurley. Steve
Rose, Committee Counsel was also present. A Visitor Registration list is attached and
made part of the minutes.

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman Smith recognized Representative Martin Nesbitt was recognized to
explain HB1015 — IMPROVE AIR QUALITY/ELECTRIC UTILITIES. Rep. Zeno
Edwards was recognized to express his concerns regarding how coops would be affected.
Rep. Drew Saunders questioned how Section 4 could be enforced, particularly in light of
the Pigeon River lawsuit that the state lost last year. Sharon Miller with the Carolina
Utility Consumers Assoc. was concerned that 70% of the cost would be bore by
manufacturing and commercial customers. Rep. Saunders asked what she thought the
committee should do. Ms. Miller’s response was that these people need to be part of the
planning phase. Rep. Hurley seconded those thoughts. Elizabeth Outzs from NC PIRG
testified in favor of the bill. Preston Howard from MCIC said they applaud the bill
sponsor and do support emissions reduction but MCIC does not feel it can support the
cost recovery portion as written. When questioned by Rep. Saunders as to the % of costs
by manufacturing would bare, Mr. Howard thought it would be about 30%. Leslie
Bevacqua from NCCBI said that they felt further study needed to be done on the bill.
Robert Gruber from the Public Utilities staff said they have no opposition and will be
willing to work with bill sponsors to make technical amendments as needed. JoAnne
Sanford, Chairwoman of the NCUC said they would be looking at the levelization issue.
Rep. Nesbitt said he felt like there was more concern than there needed to be regarding
the cost. He said this would be a 3% to 5% increase for consumers and possibly a 5% TO
7% increase for industry. He said he saw no advantage in trying to put this in the normal
rate process because he felt that NCUC could lose sight in a fair rate case.

Chairman Smith adjourned the meeting at 11:15 a.m.

QH_, %Faoé/

R presentative Ronnie Smith Ann Jordan U
Chair Committee Assistant




AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

April 19, 2001
Room 1425 -LOB
11:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS
HB 1015 IMPROVE AIR QUALITY / ELECTRIC UTILITIES

Rep. Nesbitt and Rep. Haire, Sponsors
Continued Discussion

ADJOURNMENT
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
H D
HOUSE BILL 1015*
PROPOSED COMMITTEE SUBSTITUTE H1015*%-PCS5196-RT-10
Short Title: Improve Air Quality/Electric Utilities. (Public)
Sponsors:
Referred to:

April 9, 2001

A BILL TO BE ENTITLED

AN ACT TO IMPROVE AIR QUALITY IN THE STATE BY REQUIRING
REDUCTIONS IN THE EMISSIONS OF CERTAIN POLLUTANTS FROM
CERTAIN FACILITIES THAT BURN COAL TO GENERATE ELECTRICITY.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 143-215.107 reads as rewritten:

"§ 143-215.107. Air quality standards and classifications.

(a)  Duty to Adopt Plans, Standards, etc. — The Commission is hereby directed
and empowered, as rapidly as possible within the limits of funds and facilities available

to it, and subject to the procedural requirements of this Article and Article 21:

(1)

)

G)

4)

To prepare and develop, after proper study, a comprehensive plan or
plans for the prevention, abatement and control of air pollution in the
State or in any designated area of the State.

To determine by means of field sampling and other studies, including
the examination of available data collected by any local, State or
federal agency or any person, the degree of air contamination and air
pollution in the State and the several areas of the State.

To develop and adopt, after proper study, air quality standards
applicable to the State as a whole or to any designated area of the State
as the Commission deems proper in order to promote the policies and
purposes of this Article and Article 21 most effectively.

To collect information or to require reporting from classes of sources
which, in the judgment of the Environmental Management
Commission, may cause or contribute to air pollution. Any person
operating or responsible for the operation of air contaminant sources of
any class for which the Commission requires reporting shall make
reports containing such information as may be required by the
Commission concerning location, size, and height of contaminant
outlets, processes employed, fuels used, and the nature and time
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)

(6)

()

@®)

(8a)

periods or duration of emissions, and such other information as is
relevant to air pollution and available or reasonably capable of being
assembled.

To develop and adopt emission control standards as in the judgment of
the Commission may be necessary to prohibit, abate, or control air
pollution commensurate with established air quality standards. This
subdivision does not apply to that portion of the National Emission
Standards for Hazardous Air Pollutants for asbestos that governs
demolition and renovation as set out in 40 C.F.R. § 61.141, 61.145,
61.150, and 61.154 (1 July 1993 edition).

To adopt motor vehicle emissions standards; to adopt, when necessary
and practicable, a motor vehicle emissions inspection and maintenance
program to improve ambient air quality; to require manufacturers of
motor vehicles to furnish to the Equipment and Tool Institute and,
upon request and at a reasonable charge, to any person who maintains
or repairs a motor vehicle, all information necessary to fully make use
of the on-board diagnostic equipment and the data compiled by that
equipment; to certify to the Commissioner of Motor Vehicles that
ambient air quality will be improved by the implementation of a motor
vehicle emissions inspection and maintenance program in a county.
The Commission shall implement this subdivision as provided in G.S.
143-215.107A.

To develop and adopt standards and plans necessary to implement
programs for the prevention of significant deterioration and for the
attainment of air quality standards in nonattainment areas.

To develop and adopt standards and plans necessary to implement
programs to control acid deposition and to regulate the use of sulfur
dioxide (SO2) allowances and nitrogen oxides (NOx) emissions in
accordance with Title IV and implementing regulations adopted by the
United States Environmental Protection Agency.

To develop and adopt standards and plans and to implement programs

©)

(10)

to control emissions of oxides of nitrogen (NOx) and sulfur dioxide
(S8O2) as provided in G.S. 143-215.107D.

To regulate the content of motor fuels, as defined in G.S. 119-16, to
require use of reformulated gasoline as the Commission determines
necessary, to implement the requirements of Title II and implementing
regulations adopted by the United States Environmental Protection
Agency, and to develop standards and plans to implement this
subdivision. Rules may authorize the use of marketable oxygen credits
for gasoline as provided in federal requirements.

To develop and adopt standards and plans necessary to implement
requirements of the federal Clean Air Act and implementing

House Bill 1015* H1015*-PCS5196-RT-10
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regulations adopted by the United States Environmental Protection
Agency.

(11) To develop and adopt economically feasible standards and plans
necessary to implement programs to control the emission of odors
from animal operations, as defined in G.S. 143-215.10B.

(12) To develop and adopt a program of incentives to promote voluntary
reductions of emissions of air contaminants, including, but not limited
to, emissions banking and trading and credit for voluntary early
reduction of emissions.

(13) To develop and adopt rules governing the certification of persons who
inspect vehicle-mounted tanks used to transport motor fuel and to
require that inspection of these tanks be performed only by certified
personnel.

(14) To develop and adopt rules governing the sale and service of mobile
source exhaust emissions analyzers and to require that vendors of these
analyzers provide adequate surety to purchasers for the performance of
the vendor's contractual or other obligations related to the sale and
service of analyzers.

(b)  Criteria for Standards. — In developing air quality and emission control
standards, motor vehicle emissions standards, motor vehicle emissions inspection and
maintenance requirements, rules governing the content of motor fuels or requiring the
use of reformulated gasoline, and other standards and plans to improve ambient air
quality, the Commission shall consider varying local conditions and requirements and
may prescribe uniform standards and plans throughout the State or different standards
and plans for different counties or areas as may be necessary and appropriate to improve
ambient air quality in the State or within a particular county or area, achieve attainment
or preclude violations of state or national ambient air quality standards, meet other
federal requirements, or achieve the purposes of this Article and Article 21.

(c)  Chapter 150B of the General Statutes governs the adoption and publication of
rules under this Article.

(d), (e) Repealed by Session Laws 1987, c. 827, s. 205.

(), (g). Repealed by Session Laws 1995, c. 507, s. 27."

SECTION 2. Article 21B of Chapter 143 of the General Statutes is amended

by adding a new section to read:

"8 143-215.107D. Emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2)
from certain coal-fired electric generating units.

The Environmental Management Commission shall adopt rules to implement G.S.
143-215.107(a)(8a) as provided in this section. For emissions of oxides of nitrogen
(NOx). the Commission shall develop and adopt standards and plans and implement
programs to control emissions from coal-fired generating units, as those terms are
defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition), that are owned
or operated by an investor-owned public utility, as defined in G.S. 62-3, and that have

H1015*-PCS5196-RT-10 House Bill 1015* Page 3
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the capacity to generate 25 or more megawatts of electricity so that no later than I
January 2007 these units will collectively emit no more than 60.000 tons of oxides of
nitrogen (NOx) annually and no later than 1 January 2009 these units will collectively
emit no more than 56,000 tons of oxides of nitrogen (NOx) annually. For emissions of
sulfur dioxide (SO2), the Commission shall develop and adopt standards and plans and
implement programs to control emissions from coal-fired generating units. as those
terms are defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition). that
are owned or operated by an investor-owned public utility, as defined in G.S. 62-3, and
that have the capacity to generate 25 or more megawatts of electricity so that no later
than 1 January 2009 these units will collectively emit no more than 250.000 tons of
sulfur dioxide (SO) annually and no later than 1 January 2013 these units will
collectively emit no more than 130,000 tons of sulfur dioxide (SO>2) annually."

SECTION 3. Article 7 of Chapter 62 of the General Statutes is amended by
adding a new section to read:

"§ 62-133.6. Environmental compliance expenditure-recovery.

(a) As used in this section, the term 'environmental compliance expenditures'
means only those expenditures incurred after 1 July 2001 by an electric utility to comply
with standards adopted pursuant to G.S. 143-215. 107D that exceed the expenditures
required to comply with the revisions to the State Implementation Plan (SIP) to reduce
emissions of oxides of nitrogen (NOx) pursuant to the final notice published by the
Administrator of the United States Environmental Protection Agency at 63 Federal
Register 57491 (27 October 1998) codified at 40 Code of Federal Regulations § 51.121
(1 July 2000 Edition).

(b) The Commission shall allow each electric utility to recover all just,
reasonable, and prudently incurred environmental compliance expenditures through an
environmental compliance expenditure-recovery factor that is separate from the electric
utility's base rates.

(c) The Commission shall set the environmental compliance expenditure-
recovery factor for each utility at least annually. The Commission shall base the
environmental compliance expenditure-recovery factor on the electric utility's
projections of its environmental compliance expenditures for the next calendar vear.
The Commission shall incorporate into the environmental compliance expenditure-
recovery factor determination the experienced under-recovery or over-recovery of the
electric_utility's environmental compliance expenditures incurred during the previous
calendar vyear. Any refund or collection made as part of this process shall include
interest at a rate to be determined by the Commission."

SECTION 4. It is the intent of the General Assembly that the State use all
available resources and means, including negotiation, participation in interstate
compacts and multistate and interagency agreements, and litigation to induce other
states and entities, including the Tennessee Valley Authority, to achieve reductions in
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) comparable to those
required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.

Page 4 House Bill 1015* H1015*-PCS5196-RT-10
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143-215.107D, as enacted by Section 2 of this act, on a comparable schedule. The State

shall give particular attention to those states and other entities whose emissions

negatively impact air quality in North Carolina or whose failure to achieve comparable
reductions would place the economy of North Carolina at a competitive disadvantage.

SECTION 5. The Environmental Management Commission shall study the
desirability of requiring and the feasibility of obtaining reductions in emissions of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) beyond those required by G.S.
143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S. 143-215.107D, as
enacted by Section 2 of this act. The Environmental Management Commission shall
consider the availability of emissions reduction technologies, increased cost to
consumers of electric power, reliability of electric power supply, actions to reduce
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) taken by states and
other entities whose emissions negatively impact air quality in North Carolina or whose
failure to achieve comparable reductions would place the economy of North Carolina at
a competitive disadvantage, and the effects that these reductions would have on public
health, the environment, and natural resources, including visibility. In its conduct of
this study, the Environmental Management Commission may consult with the Utilities
Commission and its staff. The Environmental Management Commission shall report its
findings and recommendations to the General Assembly and the Environmental Review
Commission annually beginning 1 September 2004.

SECTION 6. The General Assembly anticipates that measures implemented
to achieve the reductions in emissions of oxides of nitrogen (NOx) and sulfur dioxide
(SO2) required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.
143-215.107D, as enacted by Section 2 of this act, will also result in significant
reductions in the emissions of mercury from coal-fired generating units. The Division
of Air Quality of the Department of Environment and Natural Resources shall study
issues related to monitoring emissions of mercury and the development and
implementation of standards and plans to implement programs to control emissions of
mercury from coal-fired generating units. The Division shall evaluate available control
technologies and shall estimate the benefits and costs of alternative strategies to reduce
emissions of mercury. The Division shall annually report on its interim findings and
recommendations to the Environmental Management Commission and the
Environmental Review Commission beginning 1 March 2002. The Division shall report

' its final findings and recommendations to the Environmental Management Commission

and the Environmental Review Commission no later than 1 March 2005.

SECTION 7. The Division of Air Quality of the Department of Environment
and Natural Resources shall study issues related to the development and implementation
of standards and plans to implement programs to control emissions of carbon dioxide
from coal-fired generating units and other stationary sources of air pollution. The
Division shall evaluate available control technologies and shall estimate the benefits and
costs of alternative strategies to reduce emissions of carbon dioxide. The Division shall

H1015*-PCS5196-RT-10 House Bill 1015* Page 5
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1 report its findings and recommendations to the Environmental Management ‘
2 Commission and the Environmental Review Commission no later than 1 March 2002.
3 SECTION 8. This act is effective when it becomes law.

i
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HOUSE BILL 1015:
Improve Air Quality/Electric Utilities.

BILL ANALYSIS

Committee: House Public Utilities ~ Introduced by: Representatives Haire and

Date: April 17, 2001 ' Nesbitt '

Version: Proposed Committee Substitute ~ Summary by:  Steve Rose,
(H1015*-PCS5196-RT-10) ’ _ Committee Counsel

SUMMARY: House Bill 1015 would require reductions in the emissions of certain pollutants from
large-scale coal-fired generating units owned by investor-owned public utilities. The bill would
establish collective emission caps for nitrogen oxides (NOx) and sulfur dioxide, as well as a timetable
for meeting these standards. The proposed bill would also:

e Direct the Environmental Management Commission (EMC) to develop and adopt standards and
plans to implement programs to achieve the collective reductions in the timeframe established.

e Direct the Utilities Commission to allow each electnc utility to recover the full costs of
compliance with this bill

o Direct the State to use its resources to compel other States and entities to make similar
reductions, particularly those states whose emissions adversely impact air quality in North
Carolina or whose failure to make similar reductions would put the economy of North Carolina

at a competitive disadvantage.
o Direct the EMC to evaluate the need Sfor further reductions of NOx and sulfur dwxzde (50,),
. and report its findings to the General Assembly and the Envzronmental Review Comnmission
annually beginning September 1, 2004 "

o Direct the Division of Air Quality to study issues related to the momtormg and control of
mercury emissions from coal- f red generatmg umts : - .

o Direct the Division of Air Quality to study issues related to settmg standards for carbon dzoxzde
emissions from coal-fired generating units and other stationary sources of air pollutzon. ,

T he act would become ejfectzve when it becomes law o

CURRENT LAW: Under G.S. 143-215.107, the EMC is directed and empowered to prepare and develop
plans for the prevention, abatement, and control of air pollution in the State. This includes regulation of
* the use of SO, allowances and NOx emissions in accordance with Title IV and implementing regulations
adopted by the United States Environmental Protection Agency (EPA). In addition, the EMC is directed
to ‘develop and adopt a program of mcentlves to promote voluntary reductions of emissions of air
contaminants. R

BILL ANAL YSIS : : S :
'Sectlons 1 and 2 would direct the EMC to develop and adopt standards and plans that would requu'e

reductions in both SO, and NOx emissions over the next 12 years. The bill would apply. only to coal-
burning power plants with a generatmg capac1ty greater than 25 megawatts that are operated by mvestor-

L Legislative:sei'viees Oﬁ’z’c_e.."." T Noﬁ!&,Cemliﬁ?z,. General Assembly - r o .__“Resea(cllt Diﬁz"sibn',- 733-2578
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owned, pubhc utilities. 14 facilities in North Carolina meet this description, and are identified on th
attached map.' The emissions caps, and the reductions that would be necessary to achieve these caps, are
illustrated in the table below:

" Table 1: Proposed Maximum Annual Emissions Levels under House Bill 1015.

s . . Proposed Emissions Proposed Emissions . Proposed Emissions
Pollutant .- Q‘.’a';g;ys l':tm‘“ed .| January 1,2007 January1,2000 - January 1,2013 .
B T ‘ m (tons) ~ (toms) . (toms) . o (tons) '
Nitrogen Oxides 250.0002 Not to exceed Not to exceed Not to exceed
(NOx) ’ 60,000 56,000 . 56,000
. 3 . Not to exceed Not to exceed
Sulfur Dioxide (SO,) 489,000 Not specified 250,000 130,000

Section 3 would create a mechanism for recovery of costs associated with implementation of the bill by
the affected utilities. The Utilities Commission would set an environmental compliance expenditure-
recovery factor on an annual basis allowing each electric utility to recover all just, reasonable, and
prudently incurred environmental compliance expenditures separate from the electric utility’s base rates.
This recovery factor would include only include expenditures incurred after July 1,2001, that exceed the
expenditures required to comply with the revisions to the State Implementation Plan (SIP) to reduce
emissions of NOx pursuant to the final notice published by the EPA on October 27, 1998°.

Section 4 would provide that the State actively seek to induce other states and entities, including the
Tennessee Valley Authority (TVA), to achieve NOx and SO, reductions comparable to those proposed in
this bill. The State would give particular attention to the states and entities whose emissions negatively
- affect air quality in North Carolina or whose failure to make similar reductions would put the economy of

North Carolina at a competitive disadvantage.

Section 5 would direct the EMC to study the desirability and feasibility of reductions of NOx and SO,
beyond those proposed in Sections 1 and 2 of the bill. The study would consider a variety of factors,
including available technology, costs to consumers of electric power, reliability of electric power supply,
actions taken by other states and entities that affect North Carolina, and the effects that further reductions
would have on public health, the environment, and natural resources, including visibility. The EMC
would report the findings of the study to the General Assembly and the Environmental Review.

Commission annually beginning on September 1, 2004.

Sections 6 and 7 would direct the Division of Air Quality (Division) of the Department of Envuonment
and Natural Resources to study issues related to the development and implementation of standards to
control mercury and carbon dioxide emissions. The Division is to perform cost benefit analyses of the
available control technologies and alternative strategies for reduction of emissions for mercury and carbon
dioxide. For mercury, the Division would also study issues related to monitoring. The study of mercury
emissions is limited to coal-fired generating units, while the study of carbon dioxide would evaluate all
stationary sources of air pollution. Both studies would report to the EMC and the Environmental Review

Commission, beginning March 1, 2002.
Section 8 provides that act would become effective when the act becomes law. e .

Legislative Services Office -~ - North Carolina General Assehbb: T Research Div-isioh,- 733-25 78_
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‘ BACKGROUND: The Federal Clean Air Act Amendments of 1990 addressed numerous air qualify

problems in the United States, including smog and acid rain caused by SO, and NOx emissions from
fossil-fueled electric power plants. Because of concerns over these problems, the EPA in 1997 adopted a
stricter federal ozone standard. At the time, the EPA directed states to develop plans for meeting the new
standard by July 18, 2003, with new controls phased in over several years. In September 1997, however,
the EPA shortened the tlmetable and ordered North Carolina and 21 other Eastern and Midwestern states
to revise their State Implementation Plans (SIPs) for controlling nitrogen oxide emissions by September
30, 1999. Under the accelerated “SIP Call,” all of North Carolina’s utilities and some large industries
would be required to cut their NOx emissions by about two-thirds by 2003.

In 1999, The General Assembly took several steps to address air quality problems in North Carolina. The
Ambient Air Quality Improvements Act (Act),” set limits on the sulfur content of motor fuels sold in the
State and set out a schedule for enhancing and expanding the State’s automobile emissions inspection
program. These efforts were aimed in part at bringing the State into compliance with new federal air
quality requirements for ground level ozone. The Act also directed the EMC to develop and adopt
incentives to promote voluntary reductions of emissions of air contaminants from industrial sources.
These incentives included emissions banking and trading and credit for voluntary early reductions.

Tim Dodge, Committee Staff to the House Environment and Natural Resources Committee, contributed to the preparation of
this summary.

' " “Mountain Lawmakers Fight Smog.” Raleigh News and Observer, April 11, 2001.

' 2 U.S. Environmental Protection Agency, “The Emission and Generation Resources Integrated Database (E GRID) .
Clean Air Markets Programs, 2000. Online: http://www.epa.gov/airmarkets/emissions/.

3 U.S. Environmental Protection Agency. “Emission Data for Power Plants, North Carolina, 1999.” Online:

http.//www.epa.gov/acidrain/emission/index.htm.
“40 CFR 51.121, July 1, 2ooo Edition. -

3 SL 1999-328.
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Public Utilities Committee April 18, 2001
Representative Smith, Chair
Testimony of Elizabeth Ouzts, NCPIRG, in favor of HB 1015

Thank you Representative Smith and members of the Committee for having me here
today. My name is Elizabeth Ouzts. I’m the Environmental Advocate for NCPIRG, the
North Carolina Public Interest Research Group. We are a statewide public interest
advocacy group.

I want to commend Representative Nesbitt for all his work on this bill and his careful
explanation of it. I also want to thank Representatives Smith, Coates, Edwards and
Hurley for signing on to HB 1015. I am here today to impress upon you a few key facts
about air pollution that demonstrate how critical HB 1015 is to protecting public health
and the environment across the entire state.

Nitrogen Oxide Pollution

180,000 children across the state have asthma, according to the American Lung
Association. Megan Foster, 11, of Raleigh, is one of them. Ironically, she and her
mother Ena moved to Raleigh from California, hoping to escape smog, or ozone
pollution. But for the past three summers, North Carolina has ranked in the top 5 states
in the country for the number of times the air is considered unhealthy to breathe—not far
behind California.' Thus, Megan has to stay indoors during most of the summer
months—otherwise she may end up in the emergency room.

Children like Megan, the elderly, asthmatics, and even normal healthy adults may all be
affected by ozone. All told, ozone is estimated to cause as many as 240,000 asthma
attacks each summer in North Carolina.”

Sulfur Dioxide Pollution

But air pollution doesn’t just trigger asthma attacks. The most dangerous type of
pollution is the small particulate pollution associated with the sulfur dioxides in our air.
These particles can become embedded in the lungs, and can cause severe respiratory
problems—sometimes even premature death. A recent study by an EPA consulting firm
estimates that particulate pollution—from power plants alone—contributes to 1800
premature deaths across the state each year with over 100 such deaths in both Raleigh
and Charlotte, and over 300 in Greensboro.’

Nitrogen Deposition and Mercury Pollution

Air pollution also poisoning the fish we eat and polluting our rivers. Nitrogen oxides
from the air are deposited in water bodies across the state. Eastern water bodies,
especially, suffer from nutrient overloading as a result. Mercury pollution is also a threat.
Emitted into the air, then settling on the beds of rivers and streams, mercury is ingested

' The State PIRGs and Clean Air Network, “Danger in the Air: Unhealthy Smog Days,” 1998, 2000, 2001.
2 Abt Associates for the Clean Air Task Force, “Adverse Health Effects Associated with Ozone in the
Eastern United States,” October 1999.

3 Clean Air Task Force, “Death, Disease, and Dirty Power,” October 2000.



by fish and then concentrates in their fat tissue. When eaten by humans, this poisoning
can cause neurological disorder in newborn babies. Already, the NCDHHS has issued 9
fish advisories for mercury poisoning in the state—manzf in the Eastern counties—and
two statewide advisories for bowfin and king mackerel.” Indeed, mercury poisoning is
now so pervasive that pregnant women were advised in a recent study to avoid eating
tuna altogether—no matter where it is from.’

As Representative Nesbitt has told you, power plants are the largest contributors to all
these types of pollution—those that trigger asthma attacks (NOx), those that lead to
premature death (SO2), and those that poison the fish we eat (mercury). With modern
control technology affordable and available, reducing power plant pollution is the
simplest, most cost effective way to reduce air pollution for the entire state of North
Carolina.

Costs

Of course, the bill will cost money for North Carolina businesses and consumers, as
Representative Nesbitt has also promised. According to EPA calculations, which
assume more reductions than this bill calls for, the costs will be roughly 448 million per
year, or a little over 4 dollars per month on the average residential consumer bill. T would
urge you to weigh these costs against the public health costs North Carolinians pay each
year. Estimates are that in public health costs alone, North Carolinians pay over 3.2
billion dollars in health costs each year®—spread over 12 months and 8 million people,
that’s 33 dollars per month. Cleaning up the plants are 1/8 the costs, then, of addressing
public health needs. And well worth it for future generations.

The bill before you can restore scenic views and vegetation in the mountains; it can also
save live across the state. The same consulting group that estimated premature deaths in
North Carolina also estimated the benefits of cutting sulfur dioxide pollution by 75%.
Such reductions, the group found, could save over 1000 lives, from Asheville to Charlotte
to Raleigh.”

Having been at the table with Representative Nesbitt, Senator Metcalf, and
representatives from the utilities and other members of the environmental community, I
believe this bill is a significant step forward for public health and the environment, and

hope you will support it.

“NC Department of Health and Human Services Website, http://www.schs.state.nc.us/epi/fish/current.html
* Environmental Working Group and the State PIRGs, “Brainfood: What Pregnant Women Should Know

About Mercury Contamination in Fish,” April 2001.
6 Appalachian Voices, Environmental Defense, et. al, “The North Carolina Clean Smokestacks Plan.”

7 Clean Air Task Force, “Death, Disease, and Dirty Power,” October 2000.
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o 002
COMMENTS TO THE HOUSE PUBLIC UTILITIES COMMITTIEE

‘ (April 19, 2001)

Mt. Chairman and members of the Committee, I am Sharon Miller, Executive Director of
the Carolina Utility Customers Association, which is an organization that represents 62 member

companies in electrical, patural gas, and telecom issues.

We would like to share with this Committee the following key mesSages regarding HB-

1015:

(1)  First, we commend the bill sponsors for their efforts with this legislation;

(2)  Again, let me assure you that the manufacturing community Supports clean air and

. complies with rigid environmental standards for their own operations;

(3) We believe that HB-1015 shiﬁs the entire environmental compliance costs for the
utility companies on the backs of consumers — especially manufacturers. While we
still do not have the detailed cost information to determine the frue impact for the
menufacturing community, based upon the limited numbers we have received, cost
estimates for residentials purportedly range from $3.00-85.00 monthly. If HB-1015 is
enacted in its current form, the preliminary annual and 12-year cost projections for

manufacturers are estimated to be:

Industrial Estimated Projected 12 Year Period

Customer Size Consumption Increased Annual Costs Projected Costs
. Small 12,264,000 $ 56,414 ‘ $ 679,968
Medium 35,040,000 $ 161,184 $1,934,208

Large 78,840,000 $ 362,664 $4,351,968
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It is estimated that industrial and commercial customers will pay approximately 70% of

the $2.2 billion costs. However, as stated in the bill, the Environmental Management

Commission may later request more stringent environmental compliance standards, which could

further increase the potential cost exposure for all customers down the road.

4)

North Carolina leads the nation in loss of jobs in the manufacturing sector and many
of the remaining companies are struggling to remain competitively viable. While
North Carolina’s manufacturing community supports clean air and compliance with
the appropriate environmental standards, we urge this Committes to deliberately and
cautiously consider all potential ramifications of this legislation before voting for its

passage.

Thank you for the opportunity to present our views and concerns.
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THANK YOU CHAIRMAN SMITH,AND MEMBERS OF THE
COMMITTEE

MY NAME IS PRESTON HOWARD AND I AM PRESIDENT OF
THE MANUFACTURERS AND CHEMICAL INDUSTRY COUNCIL
OF NORTH CAROLINA

WE COUNT AMONG OUR MEMBERSHIP MANY OF THE
LARGEST POWER CUSTOMERS THAT EITHER OF THE 2
UTILITES HAVE ON THEIR SYSTEM

MCIC APPLAUDS THE BILL SPONSORS FOR CORRECTLY
IDENTIFYING THE LARGE COAL-FIRED BOILERS OPERATED
BY THE 2 UTILITIES AS THE MAJOR EMISSION SOURCES FOR
NOX AND SO2 IN NORTH CAROLINA, AND

FOR CORRECTLY NOTING THAT ADDITION OF EMISSION
CONTROLS ON THESE LARGE UTILITY BOILERS IS THE MOST
COST EFFECTIVE WAY TO ACHIEVE SIGNIFICANT
REDUCTIONS IN NOx AND SO2

MCIC SUPPORTS THE EMISSION REDUCTIONS CALLED FOR
IN THIS BILL. WE BELIEVE THAT THESE EMISSION
REDUCTIONS WILL HAVE A DEMONSTRABLE IMPACT ON
POTENTIAL FOR FUTURE DESIGNATION OF NON-
ATTAINMENT AREAS FOR BOTH OZONE AND FOR FINE
PARTICULATE (PM 2.5) THROUGHOUT THE PIEDMONT.

HOWEVER, MCIC DOES NOT SUPPORT THE COST RECOVERY
PROVISIONS OF THE BILL.

WE FEEL THAT THE EXISTING UTILITIES COMMISSION
PROCESSES THAT IDENTIFY AND ALLOW RECOVERY OF
APPROPRIATE OPERATING COSTS FOR UTILITIES AND
RESULT IN FAIR RATE SETTING HAS SERVED THE STATE
WELL.

WE URGE YOU NOT TO ABANDON THAT TIME-PROVEN
PROCESS.



MCIC IS ALSO CONCERNED ABOUT THE APPARENTLY
INTENDED OPPORTUNITIES OFFERED BY THIS BILL FOR THE
2 UTILITIES TO SEEK COMPLETE COST RECOVERY FOR
COMPLIANCE WITH EMISSION LIMITS THAT THEY ARE
ALREADY OBLIGATED TO, UNDER PREVIOUSLY MANDATED
FEDERAL PROGRAMS. VR

Tk
WHY WOULD THE GENERAL ASSEMBLY ALLOW THE 2
UTILITIES TO RECOVER THEIR COMPLIANCE COSTS -
OUTSIDE THE NORMAL RATE-MAKING PROCESS -FOR
EMISSION LIMITS THAT ARE ALREADY FEDERALLY
MANDATED AND MUST BE COMPLIED WITH WHETHER THIS
BILL PASSES OR NOT.

FINALLY, MR. CHAIRMAN 1 WOULD LIKE TO LEAVE YOU
WITH A FEW STATISTICS FROM LAST YEAR THAT I BELIEVE
ARE GERMAINE TO YOUR DELIBERATIONS ON THIS BILL:

APPROXIIMATELY 30% OF THE COST RECOVERY
BURDEON WILL FALL ON THE BACKS OF THE STATE’S
MANUFACTURING COMMUNITY

LAST YEAR NC LED THE NATION IN THE NUMBER OF
MANUFACTURING JOB LOSES

DURING THE SAME YEAR, THE 2 UTILITIES HAD
RECORD YEARS

WHILE RECENT 15T QUARTER EARNINGS REPORTS
SHOW MANUFACTURERS IN THE STATE CONTINUE TO
SUFFER, UTILITIES ARE PROSPERING.

MANY OF OUR MEMBER COMPANIES WOULD HAPPILY
STAND BEFORE YOU TODAY TO VOLUNTARILY REDUCE
THEIR EMISSIONS, IF YOU WOULD OFFER THEM THE
SAME DEAL THAT THE 2 UTILITIES ARE GETTING.

I URGE YOU TO ALLOW THE EXISTING, TIME-PROVEN,
NORTH CARLOINA UTILITIES COMMISSION PROCESS



TO WORK - ABANDON THE COST RECOVERY _

PROVISIONS IN SECTION 3 OF THE BILL._. ,,/ ot 06 #87 717G —
ﬁ“ az/ L™

THANK YOU ONCE AGAIN FOR ALLOWING US AN

OPPORTUNITY TO COMMENT ON THIS IMPORTANT,

AND COSTLY, PIECE OF LEGISLATION.
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North Carolina Cooperative Extension Service

‘ NC STATE UNIVERSITY College of Agriculture and Life Sciences

Sampson County Center
369 Rowan Road

ESTIMATED POWER USE BY AGRICULTURE  Clinton, NC 28328
IN SAMPSON COUNTY (910) 3929513 (fax)

. INCREASED POWER USE COST PER YEAR: $696,887.00

Estimation by the Sampson County Cooperative Extension Service

Employment and program opportunities are offered to all people regardless of race, color, national origin, sex, age, or disability.
North Carolina State University, North Carolina A&T State University, U.S. Department of Agriculture, and local governments cooperating.
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My name is BJ Frye. 1 am president and general manager of Conover Plastics. We are a family
owned injection molding business located in Conover. Our primary product is hosiery hangers.
The hosiery manufacturers of North Carolina are our customers. The hosiery industry is under
the gun. The Wal Marts and Kmarts of the world are not concerned with the environment. They
are concerned with the bottom line. They will not pay our hosiery manufacturers more for the

My customers will riot allow g to pass this increase on to them. If iy company is hit with this
increase 1 will be forced to absorb.it. We are struggling every day:t0 remain profitable. We
cannot afford this itigrease. I ask you not to put the obligations:of the utility companies on it

- customers. L " " i




Promoting Tha Vision

Carolina
Hosiery
Association

For The Heart Of American Husiery

415 1st AVENUE NW - P.O. Box 2114
HICKORY, NC 28601-2114

TEL: (828) 322-2727 - FAX (828) 322-4868
WEBSITE: www.carohose.com

Comments Opposing Senate Bill 1078

Paul Fogleman
Executive Director
Carolina Hosiery Assn.

Thank you, Mr. Chairman and mcmbérs of the committee:

The Carolina Hosiery Association and its members are opposing these bills
because they threaten the survival of manufacturers in 33 North Carolina
counties. We support the aims of the bills. But we do not think it is
appropriate for businesses to bear the burden of fixing a problem they had no
role in creating.

Hosiery is unique to the manufacturing scene as we take a raw product and
manufacture products that are ready for consumers. North Carolina mills
produce 60 per cent of all hosiery made in the United States and about 70
per cent of that is sold in mass merchandise stores. These retailers, with
offshore options, have kept margins razor thin and there will be no pass-
throught on higher electric rates. Not only do retailers have vendor options
in China, Turkey and Pakistan, but they also can turn to mills in Alabama
and Tennessee.

A-survey of our members indicate that smaller mills--with fewer than
30 employes--have a monthly electric bill of $6,800. Our larger companies
have monthly bills of more than $70,000. With a 7 per cent surcharge, these
companies will be facing additional overhead of $5,800 to $74,000. One of
our yarn manufacturers will be facing an annual surcharge of $118,440.

North Carolina hosiery manufacturers are good corporate citizens.
They have implemented waste water controls and other environment
programs without passing costs to customers. The utility companies are
asking for pass-through options that are unique in today's business
environment. And from our position...they are unrealistic.

T



. Hosiery manufacturers employ over 30,000 people and generate some
. $3.5 billion in sales which are turned over in our communities. This General
Assembly has played an important role in protecting those jobs with our
Hosiery Technology Center services. We ask that you protect those jobs by

looking for options to this bill.
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CLAYSON KNITTING COMPANY IS A 70 YEAR OLD FAMILY
OWNED BUSINESS THAT IS NOW IN IT’S THIRD GENERATION.
WE HAVE TWO PLANTS IN NORTH CAROLINA AND EMPLOYEE
APPROXIMATELY 850 PEOPLE WITH AN ANNUAL PAYROLL OF
$13,000,000. WE ARE STRUGGLING AGAINST FOREIGN
COMPETITION, EVER ESCALATING INSURANCE COST, RISING
FUEL COST, AND RAW MATERIAL PRICE INCREASES. OUR
EMPLOYEES ALSO NEED AND WANT A COST OF LIVING RAISE.
AS WITHIN THE REST OF THE HOSIERY INDUSTRY OUR PROFIT
MARGINS ARE ALMOST NON-EXISTENT. HOSIERY COMPANIES
ARE GOING OUT OF BUSINESS AT AN EVER INCREASING RATE.
CLAYSON KNITTING COMPANY HAS BEEN VERY FORTUNATE;
TO DATE WE ARE STILL IN BUSINESS. OUR ELECTRICITY

BILL IS APPROXIMATELY $900,000 PER YEAR. IF WE HAD A 7%
INCREASE, IT WOULD BE AN ADDITIONAL COST OF $63,000.
THIS MAY BE THE STRAW THAT BREAKS THE CAMELS

BACK. WE CANNOT STAND THIS ADDITIONAL COST.



SB 1078 / HB 1015
Improve Air Quality/Electric Utilities

PCS Phosphate Company, Inc. opinion:

Good morning. Thank you Chairman Smith and members of the committee.
My name is Ross Smith and I am a manager with PCS Phosphate.

PCS Phosphate supports protection of the environment through emissions
reductions. In fact, PCS has reduced air emissions at our Beaufort County
facility by over 17% in the last 4 years. We spent over $150 million in
environmental operating expenditures during that period. But, PCS can not
simply pass-through the costs of these safeguards directly to our customers.
We must compete in a very competitive global market.

PCS Phosphate, as well as other customers, are concerned with the cost
recovery provisions of this bill. With a direct pass-through provision, we
have projected that our cost of electricity will increase at least $1 million
and could exceed $2 million per year. These additional costs will increase
our unit production costs and adversely affect our competitive position. We
are fully aware that significant expenditures will be necessary to achieve the
emission reductions required through this bill. We believe that additional
evaluation of the cost recovery provisions is necessary. Consideration
should include:

o C(Citizens of the State of North Carolina will carry the entire
financial burden of this bill, while the utilities sell a portion of their
electricity to other states.

e Provision for an appropriate portion of the costs to be absorbed by
the utilities. The utilities are reporting record earnings during a
time that a significant number of industries in North Carolina are
struggling,

In summary, all citizens of North Carolina, public and private,
manufacturers and consumers, should strive to protect the environment
while providing for the needs of our families. These efforts should be based
on conscious and wise decisions that fairly and equitably distribute benefits
and costs. PCS Phosphate supports the reduction of emissions from these
power plants, but we do not agree with the cost recovery provisions of this
bill. We recommend that this bill be referred to a study committee for
further review and consideration.

Thank You.



Harvard,5/15/01 8:40 AM -0400,Re: Clean Smokestacks costs

To: Harvard <harvard@boone.net>
From: Richard & Lonna Harkrader <harkrader@mindspring.com>
Subject: Re: Clean Smokestacks costs
Cc:
] Bcc:
X-Attachments:

Costs to Consumers of Clean Smokestacks

>Federal law requires S02 emissions from the 14 Duke and Progress Energy
>plants to be down to a cap of 266,000 tons/year by 2010. The state bill
>requires further cuts to a cap of 130,000 tons by 2013. Present emissions
>of S02 are about 455,000 tons. So to get from 455,000 tons presently to
>266,000 tons is federal mandate and must be paid for by the two utilities.
>The further cut to a cap of 130,000 tons will be the responsibility of the
>consumer.

> .
>The cost numbers work out like this:
> -Federal cuts in S02 to be paid by Duke and Progress will cost roughly

>$135 million/year. This number was derived by EPA Clean Air Markets
>Division (Chad Whitemen) for a scenario to reach 266,349 tons of S02, the
>2010 requirement. I have the full 14 plant, 51 boiler analysis for this
>scenario as well as the previous ones for 85,000 tons, and 130,000 tons.
>

> -State bill cuts in SO2 to be paid by the consumer will amount to abbut
>$101 million/year.
>

>For NOx cuts, the utilities have to cut ozone season (May-September) NOx to
>a cap of 28,000 tons. The cost to Duke and Progress will be about §100
>million/year. .

>

>The NC bill only requires that the same level of emissions of NOx be
>extended for the other 7 months of the year. Since the utilities will have
>already invested in the hardware to accomplish the federal requirement,
>only the operation and maintainence for the additional 7 months will be
>required. Thus, consumers will have to pay about $22 million/year.

>

>Thus for the federal requirements to meet S02 and NOx emissions' caps, Duke
>Energy and Progress Energy will pay about $235 million/year, whereas the NC
>consumer will pay about $123 million. This represents about a 2:1 ratio of
>what the NC utilities will pay verses what the NC consumer (residential and
>business/industry) will pay.

By Harvard Ayers, NC Clean Air Coalition

Printed for Richard & Lonna Harkrader <harkrader @mindspring.com>
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On behalf of the Utilities Commission, we ask that you consider making certain
changes to Senate Bill 1078. We do not believe that these changes affect the policy or
the impact of the bill. Instead, we believe that these changes are procedural in nature and
seek only to clarify the role of the Utilities Commission under the bill. The changes are to
Section 3 and 5 of the bill.

Section 5 of Senate Bill 1078 provides that the Environmental Management
Commission "may consult with the Utilities Commission and its staff' in conducting the
study required by that section. (See lines 15-17 on page 5 of the Proposed Committee
Substitute.) | believe that the intent of the reference to "its staff" is that the Public Staff be
consulted. | would therefore ask that you consider amending this language to read that
the Environmental Management Commission "may consult with the Utilities Commission
and its-staff the Public Staff."

We also ask that you consider certain changes to Section 3 of Senate Bill 1078
(lines 13-35 on page 4 of the Proposed Committee Substitute) in order to clarify the roie
of the Utilities Commission in setting the environmental compliance expenditure-recovery
factor. One of these changes would make clear that the factor will be set following a public
hearing at which all interested parties may be heard. Again, we think that this is intended,
but there is no reference to a hearing in the bill now. The change from "calendar year" to
"12-month period" will allow some flexibility in scheduling this hearing. The test period for
the recovery factor may be any 12-month period; it will not have to coincide with a January-
to-December calendar year. Finally, the references to the rulemaking authority of the
Utilities Commission is consistent with similar language included in other statutes which
the Utilities Commission implements, such as G.S. 62-133.4(e), G.S. 62-158(d) and G.S.
62-159(d). These changes to Section 3 are shown as strike-throughs and boid below:

SECTION 3. Article 7 of Chapter 62 of the General Statutes is amended by
adding a new section to read:

G.S. 62-133.6. Environmental compliance expenditure-recovery.

PR

(&) As used in this section, the term 'environmental compliance {;Jﬂy}/‘ %
¢

expenditures' means only those expenditures, as defined by Commission
rule or order, incurred after 1 July 2001 by an electric utility to comply with
standards adopted pursuant to G.S. 143-215.107D that exceed the
expenditures required to comply with the revisions to the State
Implementation Plan (SIP) to reduce emissions of oxides of nitrogen (NOx)
pursuant to the final notice published by the Administrator of the United
States Environmental Protection Agency on 27 October 1998.

(b) The Commission shall allow each electric utility to recover all
just, reasonable, and prudently incurred environmental compliance
expenditures through an environmental compliance expenditure-recovery
factor that is separate from the electric utility’s base rates.



(c) The Commission shall hold a hearing and shall set the
environmental compliance expenditure-recovery factor for each utility at
least annually. The Commission shall base the environmental compliance

expenditure-recovery factor on the—etecetric—utitity’'s projections of its

environmental compliance expenditures for thenext-calendar-year a future
12-month period. The Commission shall incorporate into the environmental

compliance expenditure-recovery factor determination the experienced
under-recovery or over-recovery of the electric utility’s environmental
compliance expenditures incurred during the previous eatendar-year 12-
month period. Any refund or collection made as a part of this process shall
include interest at a rate to be determined by the Commission. |

(d) The Commission shall adopt rules to implement this section.

The Utilities Commission would appreciate your considering these changes. If we
can answer any questions regarding them or be of any further assistance, please call upon

us to do so.
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EDITORIALS

Don’t backslide on air quality

Coal-fired power plant rules should be strengthened

ere’s the worst idea we’'ve heard in a
while: Relax air-quality rules and allow
power plants in the Tennessee Valley and
idwest to put out more pollution.

ere are three reasons that’s a fundamentally -

bad idea: North Carolina’s economy, its public
health and its environment. If air quality rules
are weakened, plants upwind of Western North
Carolina will put out more pollution, with a de-
monstrable and adverse effect on this state.

That’s why it’s so appalling to see that indus-
trial interests are lobbying the Bush administra-
tion to lower air quality standards in order to
generate more power. Power plant operators
have asked Vice President Dick Cheney to ease
restrictions on those plants in part to meet a
high demand for electricity in many states.

The increased pollution would have a dra-
matic effect on this state, where air quality in the
mountain region and in the urban areas is wors-
ened by tailpipe pollution from automobiles and
trucks. But the most important thing for the
Bush administration to understand is that air
quality problems in our western mountains is
caused most directly- by poliutants from the
Tennessee Valley Authority and by coal-fired
industrial plants in the Ohio Valley.

Smog-causing pollutants have sharply cut vis-
ibility in the last generation, threatening not just

tourism upon which the region is so depen-
but also the health of thousands upon thou-

sands of citizens who have respiratory prob-
lems. Medical studies show that bad air days in
Western North Carolina send those with al-
lergies and other breathing problems to the hos-
pital and shorten their lives. At least one study
shows a dramatic impact on mortality.

The great irony in all this is that people once
moved to Western North Carolina to take ad-
vantage of the clean air and its recuperative
qualities. Few people with breathing difficulties
would move there now if they could avoid it.

The N.C. Senate recently approved a land-
mark Clean Smokestacks law designed to re-
duce pollution from industrial plants. It has the
support of both environmentalists and utility
companies because it would clean the air while
giving power plants a good way to pay for it. If
the Bush administration ignores the facts and
allows power plants elsewhere to increase their
emissions, any potential progress would be
doomed - as would many North Carolinians
who hope for clearer air to breathe.

State officials and business leaders from the
state’s western region should invite the presi-
dent and vice president to come to North Caroli-
na this summer when the air is at its worst so
they can see for themselves how bad the prob-
lem has become — and how much worst it might
get. That visit might set the stage for a different
kind of discussion about what to do with coal-
fired plants in the Tennessee and Ohio valleys.

pinion

SOCIATE EDITORS M Jane McAlister Pope, DEPUTY EDITORIAL
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- GUEST COMMENTARY

Clean Smokestacks Act ooEBm down to Eo wire

By Sen. Steve Metcalf
and Rep. Martin Nesbitt

: y now, most North
w Carolinians living in
the west know that
something is terribly wrong
with the air we breathe. ,

We. see trees choking on
air pollution and layers of
haze produced by ozone and
other chemicals. At our hos-
- pitals more folks are showing
up in emergency rooms
complaining of asthma and
shortness of breath.

During the next few days,
lawmakers in the North
Carolina House of
Representatives will make a
decision .about these issues,
as they debate the Clean
Smokestacks Act. This legis-
lation, which we have co-
sponsored together, would
reduce air pollution pro-

. duced by the 14 coal-fired
power plants in North
Carolina by nearly 75 percent
during the next decade.

While the debate around
this bill will concern the
need - and cost - of cleaning
up our air, make no mistake:
The House’s decision will
affect much larger issues,
including the future of our
state, its economy and our
environment, and the health
of our children.

Should the  House
approve the legislation, Gov.
Easley has indicated he is
ready to sign it into law, mak-
ing North Carolina a national
leader in the effort to reduce
air pollution.

Should the House kill this

roposal, we can expect
more of what we have now:

\mmz.

METCALF NESBITT

dirty air, dead trees, sick chil-
dren and seniors, and much
of the tourism industry in
western North Carolina
damaged by unhealthy air.-

If you think that is hyper-
bole, think again. Doctors tell
us that Western North
Carolina now has among the
state’s highest age-adjusted
mortality rates for pneumo-
nia, influenza and chronic
obstructive pulmonary dis-
ease - as well as increased
rates of asthma and acute
respiratory disease for chil-
dren and adults.

And a recent study found
that that bad ozone days in
North Carolina were respon-
sible - for 1,900 respiratory
hospital emissions, 630 asth-
ma emergency- room visits,
and 240,000 asthma attacks
for the summer months of
1997

The National Parks
Service reports that the
Great Smoky Mountains
National Park is now the
most polluted national park.
No wonder representatives
of our travel and tourism
.industry support the effort to
clean our air.

‘We know where this pol-
lution is coming from. Some
of it is generated by out-of-

state sources.. That's why
our legislation calls on our
state to do everything it can
to force polluters such as the
Tennessee Valley Authority
to clean up its power plants.
And that’s why all 50 mem-
bers of the North Carolina
Senate - Republicans and
Democrats - recently signed

a letter calling on President .

Bush and members of the
North Carolina’s congres-.
sional delegation to stop the
TVAs pollution of our
mountains.

But North Carolina also
must take responsibility for
its own air pollution. That
effort starts with the 14 coal-
fired power plants.

These plants are among
the dirtiest in the country.
And all of them are exempt
from the federal Clean Air
Act.

North Carolina’s power
companies, environmental
organizations and legislators
spent weeks hammering out
a compromise that will clean
up these power plants. The
North Carolina Senate con-
firmed the wisdom of the
compromise by approving it
with overwhelming support
from both Republicans and
Democrats.

Over the coming weeks,
House members are likely to

"hear a great deal about the

cost of cleaning up our -air.
And there is a cost: Most res-
idential customers will pay
somewhere in the range of $3
to $5 per month more on

their el ills to keep our
air cle
Nor olina’s power
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companies, Republicans and
Democrats in the Senate, and
our state’s environmental
organizations all agree that
this is a small price for guar-

- anteeing that our children

and their -children breathe
clean air.

We will be doing all we
can to convince our col-
leagues in the House to sup-
port Senate Bill 1078. We
invite you to cm part of azm
effort.

If you have not already
done so, take a moment in

‘the next day or so to let your.

representatives know you
support this legislation.

T. LEWIS/CITIZEN-TIMES

The vote on the Clean
Smokestacks Act is too close
to call, and adding your.voice
to the effort will help. So call
or write soon - because the,
stakes are too high for west-
ern North Carolina, our chil-
dren and their future to sit on
the sidelines.

Steve Metcalf represents Buncombe,
Madison, McDowell, Yancey and
Burke counties in the North Carolina
Senate. He can be reached at (319)
715-8361 or via e-mail at
stevem@nceleg.net. Rep. Martin
Nesbitt represents Buncombe
County in the North Carolina House
of Representatives. He can be
reached at (919) 715-3001 or vi

mail at martinn@ncleg.net.
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In his several years of research on air pollution at Mount Mitchell, Dr. Robert Bruck of N.C. State University had his most

acidic reading of PH 2.1 during rime ice, when clouds froze on the trees. Lemon juice is PH 2.5 and battery acid is PH 1,

so on occasion the readings on Mount Mitchell are part way between lemon juice and battery acid.
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Dr. Lance Kress conducted research at Duke University on Loblolly Pine seedlings in large plastic
enclosures. This photo shows Dr. Kress with Loblolly seedlings raised in ambient Duke University
and Durham County air at less than 1000 feet in elevation.

Dr. Lance Kress with Loblolly seedling the same age as those in previous photo, but this
enclosure was raising the luxurient young pines in charcoal filtered air. The comparison
shows that air pollution is seriously affecting tree growth in North Carolina’s Piedmont.
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Dead Red Spruce trees, a species immune to the Balsam Woolly Aphid, on the crest of Grandfather Mountain.



In the 1950's, when a new tower was
constructed on top of Mount Mitchell,
it was extremely difficult to make a
photograph of the tower because the
structure was completely surrounded
by a Spruce-Fir forest.

Today there is no problem in photographing
the Mount Mitchell tower from any angle,
since the trees are dead and gone due to

air pollution.
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Top of Clingman’s Dome, highest peak in the Great Smoky Mountains National Park, shows the

effects of air pollution, as seen from the tower at the summut.

Water Rock Knob on the Blue Ridge Parkway west of Waynesville shows the effects of air pollution.
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Air pollution haze on the Blue Ridge Parkway near Linville Falls on a poor visibility day.

Same scene on the Blue Ridge Parkway on a better visibility day. The comparison
shows what the National Park Service means when it says that bad visibility from
air pollution diminishes the visitors” experience on the Parkway.




NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, May 15, 2001

TIME: 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 1078 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES - Sen. Metca!f

HB 1015 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES - Rep. Nesbitt and
Rep. Haire :

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
11:00 a.m. on May 10, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)



Minutes
House Committee on Public Utilities
May 15, 2001

The House Committee on Public Utilities met Tuesday, May 15, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representatives Saunders and McComas,
Vice-Chairs; and Representatives Allred, Coates, Edwards, Grady, Hurley and
McCombs. Steve Rose, Committee Counsel was also present. A Visitor Registration list
is attached and made part of the minutes.

Chatrman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman Smith recognized Senator Metcalf to speak on SB 1078 — IMPROVE
AIR QUALITY/ELECTRIC UTILITIES. Senator Metcalf explained the three major
points of the bill. They were as follows: 1) Sets standards and timetable, 2) Provides a
cost recovery package, and 3) Calls on the state to use every means to have other entities
and states to set the same standard. Senator Metcalf then asked Rep. Martin Nesbitt to
also speak on the bill. After a period of questions from the members, Rep. Danny
McComas was recognized to ask that the staff draw up an amendment. Chairman Smith
OK’d the motion and asked that it be ready for the next meeting.

Chairman Smith then recognized Mr. Hugh Morton from Linville, owner of
Grandfather Mountain to speak in support of the bill. Mr. Morton showed graphic
pictures (Attachment 1) of the effects of pollution in the mountains. He said that on a
clear day the skyline of Charlotte that is 87 miles away could be seen. He then showed
several comparison slides that depicted the effects of air pollution haze on both visibility
and the trees.

Dr. David Peden, Associate Professor of Pediatric at the University of North
Carolina School of Medicine was recognized to speak on the bill (Attachment 2). He
linked the effects of Ozone to increased hospitalization, ER visits and the need for
medications, especially in asthma. He said that air pollutants have a real impact on
human health, especially respiratory tract health and specifically in asthma and allergy.
H

Mr. R. C. Hunt who has a livestock farming operation in the eastern part of the
state was recognized. Mr. Hunt pointed out that their major expense is utilities. His farm
spent $150,000 on electricity alone last year. He expressed concern that the increased
costs would be devastating to both his and other farming operations.



Mr. Vance Richardson from Clayson Knitting Company spoke on the bill. He
expressed concern that the rate increase would hurt small business such as his that has
already been hit hard by foreign competition.

Chairman Smith said others who have signed up would be permitted to speak at
the next meeting. The meeting adjourned at 11:00.

R ec? submittéd,

b

it e ot
epresentative Ronnie Smith Ann Jordan (/

Chair Committee Assistant



AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

May 15, 2001
Room 544 -1LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

SB 1078 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES
Sponsor — Sen. Steve Metcalf '

HB 1015 IMPROVE AIR QUALITY / ELECTRIC UTILITIES
Rep. Nesbitt and Rep. Haire, Sponsors

ADJOURNMENT
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HOUSE BILL 1015*

Short Title: Improve Air Quality/Electric Utilities. (Public)

Sponsors:  Representatives Nesbitt, Haire (Primary Sponsors); Adams, Alexander,
Allen, Baddour, Barefoot, Bell, Blue, Bonner, Bowie, Buchanan,
Carpenter, Church, Coates, Cole, Cox, Earle, Easterling, Edwards, Fitch,
Fox, Gibson, Goodwin, Hackney, Hall, Hensley, Hill, Holliman, Hurley,
Jarrell, Jeffus, Lucas, Luebke, McAllister, McLawhorn, Miller, Oldham,
Redwine, Saunders, Shubert, Smith, Sutton, Tucker, Underhill,
Wainwright, Warner, Weiss, West, Womble, Wright, and Y ongue.

Referred to: Public Utilities, if favorable, Environment and Natural Resources.

April 9, 2001

A BILL TO BE ENTITLED
AN ACT TO IMPROVE AIR QUALITY IN THE STATE BY REQUIRING

REDUCTIONS IN THE EMISSIONS OF CERTAIN POLLUTANTS FROM

CERTAIN FACILITIES THAT BURN COAL TO GENERATE ELECTRICITY.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 143-215.107 reads as rewritten:

"§ 143-215.107. Air quality standards and classifications.

(a) Duty to Adopt Plans, Standards, etc. — The Commission is hereby directed
and empowered, as rapidly as possible within the limits of funds and facilities available
to it, and subject to the procedural requirements of this Article and Article 21:

(1)  To prepare and develop, after proper study, a comprehensive plan or
plans for the prevention, abatement and control of air pollution in the
State or in any designated area of the State.

(2)  To determine by means of field sampling and other studies, including
the examination of available data collected by any local, State or
federal agency or any person, the degree of air contamination and air
pollution in the State and the several areas of the State.

(3) To develop and adopt, after proper study, air quality standards
applicable to the State as a whole or to any designated area of the State
as the Commission deems proper in order to promote the policies and
purposes of this Article and Article 21 most effectively.
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(4)

)

(6)

()

(8)

(8a)

To collect information or to require reporting from classes of sources
which, in the judgment of the Environmental Management
Commission, may cause or contribute to air pollution. Any person
operating or responsible for the operation of air contaminant sources of
any class for which the Commission requires reporting shall make
reports containing such information as may be required by the
Commission concerning location, size, and height of contaminant
outlets, processes employed, fuels used, and the nature and time
periods or duration of emissions, and such other information as is
relevant to air pollution and available or reasonably capable of being
assembled.

To develop and adopt emission control standards as in the judgment of
the Commission may be necessary to prohibit, abate, or control air
pollution commensurate with established air quality standards. This
subdivision does not apply to that portion of the National Emission
Standards for Hazardous Air Pollutants for asbestos that governs
demolition and renovation as set out in 40 C.F.R. § 61.141, 61.145,
61.150, and 61.154 (1 July 1993 edition).

To adopt motor vehicle emissions standards; to adopt, when necessary
and practicable, a motor vehicle emissions inspection and maintenance
program to improve ambient air quality; to require manufacturers of
motor vehicles to furnish to the Equipment and Tool Institute and,
upon request and at a reasonable charge, to any person who maintains
or repairs a motor vehicle, all information necessary to fully make use
of the on-board diagnostic equipment and the data compiled by that
equipment; to certify to the Commissioner of Motor Vehicles that
ambient air quality will be improved by the implementation of a motor
vehicle emissions inspection and maintenance program in a county.
The Commission shall implement this subdivision as provided in G.S.
143-215.107A.

To develop and adopt standards and plans necessary to implement
programs for the prevention of significant deterioration and for the
attainment of air quality standards in nonattainment areas.

To develop and adopt standards and plans necessary to implement
programs to control acid deposition and to regulate the use of sulfur
dioxide allowances and nitrogen oxides (NOx) emissions in
accordance with Title IV and implementing regulations adopted by the
United States Environmental Protection Agency.

To develop and adopt standards and plans and to implement programs

to control emissions of oxides of nitrogen (NOX) and sulfur dioxide
from coal-fired generating units, as those terms are defined in 40 Code
of Federal Regulations § 96.2 (1 July 2000 Edition), that are owned or
operated by an investor-owned public utility, as defined in G.S. 62-3,

HOUSE BILL 1015* - First Edition
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and that have the capacity to generate 25 or more megawatts of
electricity. :

(9)  To regulate the content of motor fuels, as defined in G.S. 119-16, to
require use of reformulated gasoline as the Commission determines
necessary, to implement the requirements of Title II and implementing
regulations adopted by the United States Environmental Protection
Agency, and to develop standards and plans to implement this
subdivision. Rules may authorize the use of marketable oxygen credits
for gasoline as provided in federal requirements. '

(10) To develop and adopt standards and plans necessary to implement
requirements of the federal Clean Air Act and implementing
regulations adopted by the United States Environmental Protection
Agency. _

(11) To develop and adopt economically feasible standards and plans
necessary to implement programs to control the emission of odors
from animal operations, as defined in G.S. 143-215.10B.

(12) To develop and adopt a program of incentives to promote voluntary
reductions of emissions of air contaminants, including, but not limited
to, emissions banking and trading and credit for voluntary early
reduction of emissions.

(13) To develop and adopt rules governing the certification of persons who
inspect vehicle-mounted tanks used to transport motor fuel and to
require that inspection of these tanks be performed only by certified
personnel.

(14) To develop and adopt rules governing the sale and service of mobile
source exhaust emissions analyzers and to require that vendors of these
analyzers provide adequate surety to purchasers for the performance of
the vendor's contractual or other obligations related to:the sale and
service of analyzers. .

(b)  Criteria for Standards. — In developing air quality and emission control
standards, motor vehicle emissions standards, motor vehicle emissions inspection and
maintenance requirements, rules governing the content of motor fuels or requiring the
use of reformulated gasoline, and other standards and plans to improve ambient air
quality, the Commission shall consider varying local conditions and requirements and
may prescribe uniform standards and plans throughout the State or different standards
and plans for different counties or areas as may be necessary and appropriate to improve
ambient air quality in the State or within a particular county or area, achieve attainment
or preclude violations of state or national ambient air quality standards, meet other
federal requirements, or achieve the purposes of this Article and Article 21.

(c)  Chapter 150B of the General Statutes governs the adoption and publication of
rules under this Article. '

(d), (e) Repealed by Session Laws 1987, c. 827, s. 205.

(f), (g). Repealed by Session Laws 1995, ¢. 507, s. 27."

HOUSE BILL 1015* - First Edition Page 3
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SECTION 2. The Environmental Management Commission shall adopt
rules to implement G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, as
provided in this section. For emissions of oxides of nitrogen (NOx), the Commission
shall develop and adopt standards and plans and implement prograrns to control
emissions from coal-fired generating units, as those terms are defined in 40 Code of
Federal Regulations § 96.2 (1 July 2000 Edition), that are owned or operated by an
investor-owned public utility, as defined in G.S. 62-3, and that have the capacity to
generate 25 or more megawatts of electricity so that no later than 1 January 2007 these
units will collectively emit no more than 60,000 tons of oxides of nitrogen (NOx)
annually and no later than 1 January 2009 these units will collectively emit no more
than 56,000 tons of oxides of nitrogen (NOx) annually. For emissions of sulfur dioxide,
the Commission shall develop and adopt standards and plans and implement programs
to control emissions from coal-fired generating units, as those terms are defined in 40
Code of Federal Regulations § 96.2 (1 July 2000 Edition), that are owned or operated by
an investor-owned public utility, as defined in G.S. 62-3, and that have the capacity to
generate 25 or more megawatts of electricity so that no later than 1 January 2009 these
units will collectively emit no more than 250,000 tons of sulfur dioxide annually and no
later than 1 January 2013 these units will collectively emit no more than 130,000 tons of
sulfur dioxide annually.

- SECTION 3. Article 7 of Chapter 62 of the General Statutes is amended by
adding a new section to read:
"§ 62-133.6. Environmental compliance expenditure-recovery.

(a) As used in this section, the term 'environmental compliance expenditures'
means all expenditures incurred by an electric utility to comply with standards adopted
pursuant to G.S. 143-215.107(a)(8a) that exceed the expenditures required to comply
with federal and State law in effect on 1 April 2001.

(b) The Commission shall allow each electric utility to recover_all just,
reasonable. and prudently incurred environmental compliance expenditures through an
environmental compliance expenditure-recovery factor that is separate from the electric
utility's base rates.

(¢) The Commission shall set the environmental compliance expenditure-
recovery factor for each utility at least annually. The Commission shall base the
environmental compliance _expenditure-recovery factor on the electric utility's
projections of its environmental compliance expenditures for the next calendar year.
The Commission shall incorporate into the environmental compliance expenditure-
recovery factor determination the experienced under-recovery or over-recovery of the
electric utility's environmental compliance expenditures incurred during the previous
calendar vear. Any refund or collection made as part of this process shall include
interest at a rate to be determined by the Commission."

SECTION 4. It is the intent of the General Assembly that the State use all
available resources and means, including negotiation, participation in interstate
compacts and multistate and interagency agreements, and litigation, to induce other
states and entities, including the Tennessee Valley Authority, to achieve reductions in
emissions of oxides of nitrogen (NOx) and sulfur dioxide comparable to those required

Page 4 HOUSE BILL 1015* - First Edition
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by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and Section 2 of this act
on a comparable schedule. The State shall give particular attention to those states and
other entities whose emissions negatively impact air quality in North Carolina or whose
failure to achieve comparable reductions would place the economy of North Carolina at
a competitive disadvantage.

SECTION 5. The Environmental Management Commission shall study the
desirability of requiring and the feasibility of obtaining reductions in emissions of
oxides of nitrogen (NOx) and sulfur dioxide beyond those required by G.S.
143-215.107(a)(8a), as enacted by Section 1 of this act, and Section 2 of this act. The
Environmental Management Commission shall consider the availability of emissions
reduction technologies, increased cost to consumers of electric power, reliability of
electric power supply, actions to reduce emissions of oxides of nitrogen (NOx) and
sulfur dioxide taken by states and other entities whose emissions negatively impact air
quality in North Carolina or whose failure to achieve comparable reductions would
place the economy of North Carolina at a competitive disadvantage, and the effects that
these reductions would have on public health, the environment, and natural resources,
including visibility. In its conduct of this study, the Environmental Management
Commission may consult with the Utilities Commission and its staff. = The
Environmental Management Commission shall report its findings and recommendations

‘to the General Assembly and the Environmental Review Commission annually

beginning 1 September 2004.

SECTION 6. The General Assembly anticipates that measures implemented
to achieve the reductions in emissions of oxides of nitrogen (NOx) and sulfur dioxide
required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and Section 2
of this act will also result in significant reductions in the emissions of mercury from
coal-fired generating units. The Division of Air Quality of the Department of
Environment and Natural Resources shall study issues related to monitoring emissions
of mercury and the development and implementation of standards ‘and plans to
implement programs to control emissions of mercury from coal-fired generating units.
The Division shall evaluate available control technologies and shall estimate the
benefits and costs of alternative strategies to reduce emissions of mercury. The
Division shall annually report on its interim findings and recommendations to the
Environmental Management Commission and the Environmental Review Commission
beginning 1 March 2002. The Division shall report its final findings and
recommendations to the FEnvironmental Management Commission and the -
Environmental Review Commission no later than 1 March 2005.

SECTION 7. The Division of Air Quality of the Department of Environment
and Natural Resources shall study issues related to the development and implementation
of standards and plans to implement programs to control emissions of carbon dioxide
from coal-fired generating units and other stationary sources of air pollution. The
Division shall evaluate available control technologies and shall estimate the benefits and
costs of alternative strategies to reduce emissions of carbon dioxide. The Division shall
report its findings and recommendations to the Environmental Management
Commission and the Environmental Review Commission no later than 1 March 2002.

HOUSE BILL 1015* - First Edition » Page 5
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SECTION 8. This act is effective when it becomes law. .

Page 6 HOUSE BILL 1015* - First Edition
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SENATE BILL 1078*
Agriculture/Environment/Natural Resources Committee Substitute Adopted
4/18/01
Short Title: Improve Air Quality/Electric Utilities. (Public)
Sponsors:
Referred to:
April 5,2001
A BILL TO BE ENTITLED

AN ACT TO IMPROVE AIR QUALITY IN THE STATE BY REQUIRING
REDUCTIONS IN THE EMISSIONS OF CERTAIN POLLUTANTS FROM
CERTAIN FACILITIES THAT BURN COAL TO GENERATE ELECTRICITY.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 143-215.107 reads as rewritten:

"§ 143-215.107. Air quality standards and classifications.

(a) Duty to Adopt Plans, Standards, etc. — The Commission is hereby directed
and empowered, as rapidly as possible within the limits of funds and facilities available

to it, and subject to the procedural requirements of this Article and Article 21:

(1)

)

€)

4

To prepare and develop, after proper study, a comprehensive plan or
plans for the prevention, abatement and control of air pollution in the
State or in any designated area of the State. '

To determine by means of field sampling and other studies, including
the examination of available data collected by any local, State or
federal agency or any person, the degree of air contamination and air
pollution in the State and the several areas of the State.

To develop and adopt, after proper study, air quality standards
applicable to the State as a whole or to any designated area of the State
as the Commission deems proper in order to promote the policies and
purposes of this Article and Article 21 most effectively.

To collect information or to require reporting from classes of sources
which, in the judgment of the Environmental Management
Commission, may cause or contribute to air pollution. Any person
operating or responsible for the operation of air contaminant sources of
any class for which the Commission requires reporting shall make
reports containing such information as may be required by the
Commission concerning location, size, and height of contaminant
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)

(6)

(7

®)

(8a)

outlets, processes employed, fuels used, and the nature and time
periods or duration of emissions, and such other information as is
relevant to air pollution and available or reasonably capable of being
assembled.

To develop and adopt emission control standards as in the judgment of
the Commission may be necessary to prohibit, abate, or control air -
pollution commensurate with established air quality standards. This
subdivision does not apply to that portion of the National Emission
Standards for Hazardous Air Pollutants for asbestos that governs
demolition and renovation as set out in 40 C.F.R. § 61.141, 61.145,
61.150, and 61.154 (1 July 1993 edition).

To adopt motor vehicle emissions standards; to adopt, when necessary
and practicable, a motor vehicle emissions inspection and maintenance
program to improve ambient air quality; to require manufacturers of
motor vehicles to furnish to the Equipment and Tool Institute and,
upon request and at a reasonable charge, to any person who maintains
or repairs a motor vehicle, all information necessary to fully make use
of the on-board diagnostic equipment and the data compiled by that
equipment; to certify to the Commissioner of Motor Vehicles that
ambient air quality will be improved by the implementation of a motor
vehicle emissions inspection and maintenance program in a county.
The Commission shall implement this subdivision as provided in G.S.
143-215.107A.

To develop and adopt standards and plans necessary to implement
programs for the prevention of significant deterioration and for the
attainment of air quality standards in nonattainment areas.

To develop and adopt standards and plans necessary to implement
programs to control acid deposition and to regulate the use of sulfur
dioxide (SO2) allowances and nitrogen oxides (NOx) emissions in
accordance with Title IV and implementing regulations adopted by the
United States Environmental Protection Agency.

To develop and adopt standards and plans and to implement programs

®)

to_control emissions of oxides of nitrogen (NOx) and sulfur dioxide
(SO2) as provided in G.S. 143-215.107D.

To regulate the content of motor fuels, as defined in G.S. 119-16, to
require use of reformulated gasoline as the Commission determines
necessary, to implement the requirements of Title II and implementing
regulations adopted by the United States Environmental Protection
Agency, and to develop standards and plans to implement this
subdivision. Rules may authorize the use of marketable oxygen credits
for gasoline as provided in federal requirements.

Senate Bill 1078* SENATE BILL 1078* - Second
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(10) To develop and adopt standards and plans necessary to implement
requirements of the federal Clean Air Act and implementing
regulations adopted by the United States Environmental Protection
Agency.

(11) To develop and adopt economically feasible standards and plans
necessary to implement programs to control the emission of odors
from animal operations, as defined in G.S. 143-215.10B.

(12) To develop and adopt a program of incentives to promote voluntary
reductions of emissions of air contaminants, including, but not limited
to, emissions banking and trading and credit for voluntary early
reduction of emissions.

(13) To develop and adopt rules governing the certification of persons who
inspect vehicle-mounted tanks used to transport motor fuel and to
require that inspection of these tanks be performed only by certified
personnel.

(14) To develop and adopt rules governing the sale and service of mobile
source exhaust emissions analyzers and to require that vendors of these
analyzers provide adequate surety to purchasers for the performance of
the vendor's contractual or other obligations related to the sale and
service of analyzers.

(b)  Criteria for Standards. — In developing air quality and emission control
standards, motor vehicle emissions standards, motor vehicle emissions inspection and
maintenance requirements, rules governing the content of motor fuels or requiring the
use of reformulated gasoline, and other standards and plans to improve ambient air
quality, the Commission shall consider varying local conditions and requirements and
may prescribe uniform standards and plans throughout the State or different standards
and plans for different counties or areas as may be necessary and appropriate to improve
ambient air quality in the State or within a particular county or area, achieve attainment
or preclude violations of state or national ambient air quality standards, meet other
federal requirements, or achieve the purposes of this Article and Article 21..

(c)  Chapter 150B of the General Statutes governs the adoption and publication of
rules under this Article.

(d), (e) Repealed by Session Laws 1987, c. 827, s. 205.

(f), (g). Repealed by Session Laws 1995, c. 507, s. 27."

SECTION 2. Article 21B of Chapter 143 of the General Statutes is amended

by adding a new section to read:
"§ 143-215.107D. Emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2)
from certain coal-fired electric generating units.

The Environmental Management Commission shall adopt rules to implement G.S.
143-215.107(a)(8a) as provided in this section. For emissions of oxides of nitrogen
(NOx), the Commission shall develop and adopt standards and plans and implement
programs to control emissions from coal-fired generating units, as those terms are

SENATE BILL 1078* - Second EditionSenate Bill 1078* Page 3
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defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition), that are owned
or operated by an investor-owned public utility, as defined in G.S. 62-3, and that have
the capacity to generate 25 or more megawatts of electricity so that no later than 1
January 2007 these units will collectively emit no more than 60.000 tons of oxides of
nitrogen (NOx) annually and no later than 1 January 2009 these units will collectively
emit no more than 56.000 tons of oxides of nitrogen (NOx) annually. For emissions of -
sulfur dioxide (SO2). the Commission shall develop and adopt standards and plans and
implement programs to control emissions from coal-fired generating units, as those
terms are defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition), that
are owned or operated by an investor-owned public utility, as defined in G.S. 62-3. and
that have the capacity to generate 25 or more megawatts of electricity so that no later
than 1 January 2009 these units will collectively emit no more than 250,000 tons of '
sulfur dioxide (SO2) annually and no later than 1 January 2013 these units will
collectively emit no more than 130.000 tons of sulfur dioxide (SO2) annually."
SECTION 3. Article 7 of Chapter 62 of the General Statutes is amended by

adding a new section to read:
"§ 62-133.6. Environmental compliance expenditure-recovery.

(a) As used in this section, the term 'environmental compliance expenditures'
means only those expenditures incurred after 1 July 2001 by an electric utility to comply

with standards adopted pursuant to G.S. 143-215. 107D that exceed the expenditures
required to comply with the revisions to the State Implementation Plan (SIP) to reduce
emissions of oxides of nitrogen (NOx) pursuant to the final notice published by the
Administrator of the United States Environmental Protection Agency at 63 Federal
Register 57491 (27 October 1998) codified at 40 Code of Federal Regulations § 51.121
(1 July 2000 Edition).

(b) The Commission shall hold a hearing and shall allow each electric utility to
recover all just, reasonable. and prudently incurred environmental compliance
expenditures through an environmental compliance expenditure-recovery factor that is
separate from the electric utility's base rates.

(c) The Commission shall set the environmental compliance expenditure-
recovery factor for each utility at least annually, The Commission shall base the
environmental compliance expenditure-recovery factor on projections of environmental
compliance expenditures for a future 12-month period. The Commission shall
incorporate _into the environmental compliance expenditure-recovery factor
determination the experienced under-recovery or over-recovery of the electric utility's
environmental compliance expenditures incurred during the previousl2-month period.
Any refund or collection made as part of this process shall include interest at a rate to be
determined by the Commission. -

(d) The Commission shafl adopt rules to implement this section."

SECTION 4. It is/ the intent of the General Assembly that the State use all
available resources and means, including negotiation, participation in interstate
compacts and multistate and interagency agreements, and litigation to induce other

Page 4 Senate Bill 1078* SENATE BILL 1078* - Second
Edition '
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states and entities, including the Tennessee Valley Authority, to achieve reductions in

emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) comparable to those

required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.

143-215.107D, as enacted by Section 2 of this act, on a comparable schedule. The State

shall give particular attention to those states and other entities whose emissions

negatively impact air quality in North Carolina or whose failure to achieve comparable -
reductions would place the economy of North Carolina at a competitive disadvantage.

SECTION 5. The Environmental Management Commission shall study the
desirability of requiring and the feasibility of obtaining reductions in emissions of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) beyond those required by G.S.
143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S. 143-215.107D, as
enacted by Section 2 of this act. The Environmental Management Commission shall
consider the availability of emissions reduction technologies, increased cost to
consumers of electric power, reliability of electric power supply, actions to reduce
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) taken by states and
other entities whose emissions negatively impact air quality in North Carolina or whose
failure to achieve comparable reductions would place the economy of North Carolina at
a competitive disadvantage, and the effects that these reductions would have on public
health, the environment, and natural resources, including visibility. In its conduct of
this study, the Environmental Management Commission may consult with the Utilities
Commission and the Public Staff. The Environmental Management Commission shall
report its findings and recommendations to the General Assembly and the
Environmental Review Commission annually beginning 1 September 2004.

SECTION 6. The General Assembly anticipates that measures implemented
to achieve the reductions in emissions of oxides of nitrogen (NOx) and sulfur dioxide
(SO2) required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.
143-215.107D, as enacted by Section 2 of this act, will also result in significant
reductions in the emissions of mercury from coal-fired generating units. The Division
of Air Quality of the Department of Environment and Natural Resources shall study
issues related to monitoring emissions of mercury and the development and
implementation of standards and plans to implement programs to control emissions of
mercury from coal-fired generating units. The Division shall evaluate available control
technologies and shall estimate the benefits and costs of alternative strategies to reduce
emissions of mercury. The Division shall annually report on its interim findings and
recommendations to the Environmental Management Commission and the
Environmental Review Commission beginning 1 March 2002. The Division shall report
its final findings and recommendations to the Environmental Management Commission
and the Environmental Review Commission no later than 1 March 2005.

SECTION 7. The Division of Air Quality of the Department of Environment
and Natural Resources shall study issues related to the development and implementation
of standards and plans to implement programs to control emissions of carbon dioxide
from coal-fired generating units and other stationary sources of air pollution. The

SENATE BILL 1078* - Second EditionSenate Bill 1078* Page 5
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Division shall evaluate available control technologies and shall estimate the benefits and

costs of alternative strategies to reduce emissions of carbon dioxide. The Division shall

report its findings and recommendations to the Environmental Management

Commission and the Environmental Review Commission no later than 1 March 2002.
SECTION 8. This act is effective when it becomes law.

Page 6 Senate Bill 1078* SENATE BILL 1078* - Second
Edition




SENATE BILL 1078:
Improve Air Quality/Electric Utilities.

BILL ANALYSIS

Committee: House Public Utilities Introduced by: Senator Metcalf
Date: May 14, 2001 Summary by:  George Givens,
Version: Second Edition Committee Counsel, Senate

Agriculture, Environment, &
Natural Resources

Steven Rose, Committee
Counsel, House Public Utilities
Tim Dodge, Research Assistant

SUMMARY: Senate Bill 1078 would require reductions in the emissions of certain pollutants from
large-scale coal-fired generating units owned by investor-owned public utilities. The bill would
establish collective emission caps for nitrogen oxides (NOx) and sulfur dioxide, as well as a timetable
Jfor meeting these standards. The proposed bill would also:

Direct the Environmental Management Commission (EMC) to develop and adopt standards and
plans to implement programs to achieve the collective reductions in the timeframe established.

Direct the Utilities Commission to allow each electric utility to recover the Sull costs of
compliance with this bill.

Direct the State to use its resources to compel other states and entities to make similar
reductions, particularly those states whose emissions adversely impact air quality in North
Carolina or whose failure to make similar reductions would put the economy of North Carolina
at a competitive disadvantage.

Direct the EMC to evaluate the need for further reductions of NOx and sulfur dioxide (SO,),

and report its findings to the General Assembly and the Environmental Review Commission
annually beginning September 1, 2004.

Direct the Division of Air Quality to study issues related to the monitoring and control of
mercury emissions from coal-fired generating units.

Direct the Division of Air Quality to study issues related to setting standards for carbon dioxide
emissions from coal-fired generating units and other stationary sources of air pollution.

The act would become effective when it becomes law.

CURRENT LAW: Under G.S. 143-215.107, the EMC is directed and empowered to prepare and develop
plans for the prevention, abatement, and control of air pollution in the State. This includes regulation of
the use of SO, allowances and NOx emissions in accordance with Title IV and implementing regulations
adopted by the United States Environmental Protection Agency (EPA). In addition, the EMC is directed
to develop and adopt a program of incentives to promote voluntary reductions of emissions of air

contaminants.

_Legislafive Sei'_ilice_s Oﬁcei . S o Nor{htharlofiﬁjtz. G_én_?ipi Assembly T v‘:-:f"’gi'R_ése_:arlcl; Dzvzszon 7}33—257}8‘



SENATE BILL 1078: | .

Page 2

BILL ANALYSIS:

Sections 1 and 2 would direct the EMC to develop and adopt standards and plans that would require
reductions in both SO, and NOx emissions over the next 12 years. The bill would apply only to coal-
burning power plants with a generating capacity greater than 25 megawatts that are operated by investor-
owned, public utilities. 14 facilities in North Carolina meet this description, and are identified on the
attached map. The emissions caps, and the reductions that would be necessary to achieve these caps, are
illustrated in the table below:

Table 1: Progosed Maximum Annual Emissions Levels under Senate Bill 1078.

R .| :-Proposed Emissions | P Proppsed Em:ssnons
s Qual;tgl;ys Eémltted‘}} ' ~January 1,.2007 ; January 1 2013
: ST = (ons_w L (tons) s toms) - el 1.y__fj};(tons)
Nitrogen Oxides ' 244.862" Not to exceed Not to exceed Not to exceed
(NOx) ’ 60,000 56,000 56,000
.. 2 . Not to exceed Not to exceed
Sulfur Dioxide (SO,) 475,508 Not specified 250,000 130,000

the affected utilities. The Utilities Commission would set an environmental compliance expenditure-
recovery factor on an annual basis allowing each electric utility to recover all just, reasonable, and
prudently incurred environmental compliance expenditures separate from the electric utility’s base rates.
This recovery factor would include only include expenditures incurred after July 1,2001, that exceed the
expenditures required to comply with the revisions to the State Implementation Plan (SIP) to reduce
emissions of NOx pursuant to the final notice published by the EPA®,

Section 4 would provide that the State actively seek to induce other states and entities, including the
Tennessee Valley Authority (TVA), to achieve NOx and SO, reductions comparable to those proposed in
this bill. The State would give particular attention to the states and entities whose emissions negatively
affect air quality in North Carolina or whose failure to make similar reductions would put the economy of
North Carolina at a competitive disadvantage.

Section 5 would direct the EMC to study the desirability and feasibility of reductions of NOx and SO,
beyond those proposed in Sections 1 and 2 of the bill. The study would consider a variety of factors,
including available technology, costs to consumers of electric power, reliability of electric power supply,
actions taken by other states and entities that affect North Carolina, and the effects that further reductions
would have on public health, the environment, and natural resources, including visibility. The EMC
would report the findings of the study to the General Assembly and the Environmental Review

Commission annually beginning on September 1, 2004.

Sections 6 and 7 would direct the Division of Air Quality (Division) of the Department of Environment
and Natural Resources to study issues related to the development and implementation of standards to
control mercury and carbon dioxide emissions. The Division is to perform cost benefit analyses of the
available control technologies and alternative strategies for reduction of emissions for mercury and carbon.
dioxide. For mercury, the Division would also study issues related to monitoring. The study of mercury
emissions is limited to coal-fired generating units, while the study of carbon dioxide would evaluate all

Section 3 would create a mechanism for recovery of costs associated with implementation of the bill by ‘
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stationary sources of air pollution. Both studies would report to the EMC and the Environmental Review
Commission, beginning March 1, 2002.

Section 8 provides that act would become effective when the act becomes law.

BACKGROUND:  The Federal Clean Air Act Amendments of 1990 addressed numerous air quality
problems in the United States, including smog and acid rain caused by SO, and NOx emissions from
fossil-fueled electric power plants. Because of concerns over these problems, the EPA in 1997 adopted a
stricter federal ozone standard. At the time, the EPA directed states to develop plans for meeting the new
standard by July 18, 2003, with new controls phased in over several years. In September 1997, however,
the EPA shortened the timetable and ordered North Carolina and 21 other Eastern and Midwestern states
to revise their State Implementation Plans (SIPs) for controlling nitrogen oxide emissions by September
30, 1999. Under the accelerated “SIP Call,” all of North Carolina’s utilities and some large industries
would be required to cut their NOx emissions by about two-thirds by 2003. _

In 1999, The General Assembly took several steps to address air quality problems in North Carolina. The
Ambient Air Quality Improvements Act (Act),” set limits on the sulfur content of motor fuels sold in the
State and set out a schedule for enhancing and expanding the State’s automobile emissions inspection
program. These efforts were aimed in part at bringing the State into compliance with new federal air
quality requirements for ground level ozone. The Act also directed the EMC to develop and adopt
incentives to promote voluntary reductions of emissions of air contaminants from industrial sources.
These incentives included emissions banking and trading and credit for voluntary early reductions.

S1078-SMRL-001

! U.S. Environmental Protection Agency, “The Emission and Generation Resources Integrated Database (E-GRID),” Clean Air
Markets Programs, 2000. Online: http://www.epa.gov/airmarkets/emissions/.

2U.S. Environmental Protection Agency. “Emission Data for Power Plants, North Carolina, 1999.” Online:
http://www.epa.gov/acidrain/emission/index.htm.

340 CFR § 51.121. July 1, 2001, Edition.

4 SL 1999-328.
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Comments from David B. Peden, MD, MS

Associate Professor of Pediatrics,

Deputy Director, the UNC Center for Environmental Medicine and Lung Biology &
Director, Pediatric Asthma and Allergy Program

The University of North Carolina School of Medicine

General Bullet Points:

1. Ozone is linked to increased hospitalization, ER visits and need for .
medications, especially in asthma. This can be true even at levels of ozone
BELOW current EPA standards

2. Ozone directly irritates and inflames the airway and worsens the allergic
process .

3. Particulate matter is linked to increased hospitalization, ER visits and need
for medications, especially in asthma.

4. Particulate matter pollution has been associated with increased death in
elderly persons, usually with respiratory tract or heart disease.

5. Some components of particulate matter have also been shown to cause
inflammation, worsen allergy in the lungs and, in the case of diesel exhaust
particles, perhaps cause one to become allergic to specific items.

Summary:
Air pollutants (both ozone and particulate matter) have a real impact on human
health, especially respiratory tract health and specifically in asthma and allergy.

Sources of Qutdoor Air Pollutants: .

Outdoor air pollutants derive from a number of sources . These are generally
considered as point sources or mobile sources. Point sources include facilities that
operate from a fixed location that routinely emit gaseous and particulate pollutants into
air and can include power plants, chemical plants, steel and other metallurgical
processing facilities. Mobile sources include automobiles, trucks and aircraft. Other
sources that can be considered as mobile sources include lawn mowers, marine motors,
farm vehicles and snowmobiles.

In the United States, it is estimated that point sources account for approximately

93% of SO2 emissions, 51% of the emissions of nitrogen oxides (NOx), 9% of CO
emissions, 52% of volatile organic compound emissions. While it can be argued that a
large fraction of PM10 derive from non-man-made sources, point sources contribute to
these as well. Mobile sources account for 2% of SO2 emissions, 45% of NOx emissions,
81% of CO emissions, and 37% of VOCs. Mobile sources also contribute to PM
production.

Nitrogen dioxide (NO,), a precursor to photochemical smog, is found in ambient
outdoor air in urban and industrial regions and, in conjunction with sunlight and
hydrocarbons, results in the production of ozone. Automobile exhaust is the most



significant source for outdoor NO,, although power plants and other industrial sources
that burn fossil fuels also release NO; into the environment. However, the most
significant exposure to NO, may occur indoors in conjunction with the use of gas
cooking stoves and kerosene space heaters. Ozone is a by-product of atmospheric
reactions that require NOx, VOCs and ultraviolet light. Thus, ozone will be highest in
areas with substantial amqunts of sunlight, NOx, and VOCs as well as weather conditions
that allow for production of ozone.

EPIDEMIOLOGICAL STUDIES:
Ozone and Particulate Matter:
Ozone:

Exposure to ambient ozone is related to increased asthma morbidity. Various
studies which collectively examined admissions to 79 hospitals in southern Ontario
reveal a significant association between O3 and admissions for respiratory symptoms. Of
note is-a 24-48 hour time lag between the ozone exposure and occurrence of hospital
admission. White et al, also found an association between ER visits for asthma and
ozone levels >0.11 ppm (but not <0.11 ppm) in school children. Similar observations
have been made in Mexico City. In general, ozone exposure is strongly associated with
increased asthma morbidity, and may been a major trigger for asthma exacerbation in
summer months. Hospitalization is increased in a linear fashion with increased ozone
levels, even at levels below 0.10 ppm

PM10

Respirable particulate matter (that less than 10 p) is also associated with episodes
of increased asthma exacerbation. Increased ambient air particulate levels were linked to
need for asthma medication in a cohort of asthmatics in Utah. Hospitalization due to
increased asthma severity in Seattle was found to occur in conjunction with increases in
airborne particulate matter. Similar observations have been made in Philadephia, Mexico
City, and other locations. These data demonstrate the important role that particulates
could play in asthma morbidity. There are also studies that demonstrate that acute
increases in ambient air particulates are associated with increased mortality, especially in
those with pre-existing cardiopulmonary disease.

However, identification of specific agents that may mediate asthma exacerbation
is difficult, as there is a vast array of particles that have been identified and shown to
have biological effects in animal and in vitro studies. Active agents in particulate matter
include silica, metal ions (such as iron, vanadium, nickel and copper), organic residues
(polyaromatic hydrocarbons found on diesel exhaust particles), acid aerosols and
biological contaminants such as endotoxin.

EFFECT OF POLLUTANTS IN ASTHMA AND ALLERGIC INFLAMMATION

As outlined above, air pollutants can certainly have an impact on healthy humans.
However, several air contaminants have important impacts in asthmatics and on allergic
inflammation that appear to be unique to this group. Indeed, asthmatics are perhaps the
most commonly cited population who is at increased risk to adverse health effects due to
exposure to air contaminants.



Effect of Ozone on allergic inflammation and asthma

There are a number of studies which have examined the effect of ozone on lung
function in asthmatics. Silverman found that challenge with 0.25 ppm ozone for 2 hours
causes decreased pulmonary function in asthmatics. Furthermore, exposure to 0.4 ppm
ozone for 2 hours with rigourous exercise has a greater effect in asthmatics than non
asthmatics. Additional studies that demonstrate an ozone-induced bronchospasm in
asthmatics. Taken together; most studies suggest that ozone generally apprears to worsen
airflow in asthmatics to a greater extent than that which occurs in healthy volunteers.

In allergic rhinitis, ozone has been observed to induce allergic irritation (both
neutrophil and eosinophil influx). Similar effects are seen in the lung as well. Two
studies reported worsened irritation due to ozone in asthmatics than non-asthmatics
(increased numbers of neutrophils in bronchoalveolar lavage fluid obtained from
asthmatics exposed to ozone than that observed in BAL fluid from normal volunteers).
Three other studies report increased allergic type irritation after ozone exposure. These
studies indicate that asthmatics have a greater inflammatory response to ozone inhalation,
including influx of eosinophils to the airway.

Ozone also has an effect on allergic responses in allergic persons, especially
asthmatics. Following an ozone exposure to 0.12 ppm for 1 hour, some investigators have
observed increased immediate response to inhaled allergen whereas others have not.
However, levels of 0.16 and 0.25 ppm ozone have clearly demonstrated increased
response to inhaled allergen . Nasal studies of allergic asthmatics do not demonstrate
enhanced immediate phase mast cell responses to allergen following exposure to 0.4 ppm
ozone. However, increased late phase response to house dust mite allergen four hours
after challenge following 0.4 ppm ozone exposure have been observed. Measures of late
phase response, which were enhanced included eosinophil influx, ECP levels and IL-8
levels. Taken together, these studies suggest that the effect of ozone on inhaled allergen
challenge is likely dose related, and may be mediated by mechanisms other than
increased sensitivity of mast cells to allergen after ozone exposure. Taken together, these
studies suggest that ozone can exacerbate allergen-induced inflammation in asthmatics.

Given the strong epidemiological associations between ozone exposure and
asthma exacerbation coupled with the observed effect of ozone on response to allergen, it
has been suggested that asthmatics with more severe disease may be more sensitive to the
effect of ozone. However, a study, which compared ozone response of mild episodic
asthmatics to those asthmatics with disease significant enough to require inhaled
corticosteroids, revealed increased inflammatory response in the milder group. These
data would suggest that more severe asthmatics are less responsive to ozone than milder
subjects. However, the mild persistent asthmatics were also using inhaled steroids. It is
possible that this study really demonstrates an effect of inhaled corticosteroids on ozone-
induced inflammation in asthmatics that is not observed in non-asthmatic volunteers.

Diesel exhaust particles and allergic inflammation

There is substantial evidence in animal studies that DEPs enhance the likelihood
that a person may develop an allergy to a specific item. DEPs have been reported to
induce B lymphocytes to make IgE (a key agent in allergy).

This has been shown in rats, mice and humans. One group of investigators has
demonstrated that DEPs can promote allergic —type inflammation in humans, including



enhancement of IgE. Nasal challenge studies in humans were employed by Diaz-Sanchez
et al who reported that challenge of volunteers (4 atopic and 7 non-atopic) to DEP
increased nasal IgE production 4 days after DEP challenge without any effect on IgG,
IgA or IgM. This effect was very dose specific as only a dose of 0.3 mg DEP caused this
result.

This same group has also found that DEP challenge of the nasal mucosa causes
increased cytokine production by cells recovered in lavage fluid. Subjects underwent
lavage pre and post challenge with 0.3 mg of DEP. Cells recovered in the pre- challenge
lavage had detectable mRNA levels for y-interferon, IL-2 and IL-13, whereas those
recovered post-challenge were associated with detectable levels of IL-2, IL-4, IL-5, IL-6,
IL-10, IL-13, andy-interferon in recovered cells. [L-4 protein was also measured in post
challenge lavage. While it is unclear which type of cells were present in lavage fluid
before or after challenge in this study, a subsequent report suggests that mast cells are the
primary source of these cytokines. When coupled with challenge with ragweed allergen
in ragweed sensitized atopic subjects, DEP was found to yield an enhanced ragweed
specific IgE and IgG response to ragweed allergen when compared to ragweed alone.
This effect included increased expression of IL-4, IL-S, IL-6, IL-10, IL-13 and decreased
expression of y-interferon and IL-2 and had no effect on total IgE and IgG. Most
recently, this' group reported that DEP challenge markedly shifts primary immune
responses in the nasal mucosa to keyhole limpet hemocyanin (KLH, a neoantigen rarely
encountered by humans) towards @ TH2 phenotype, yielding KLH-specific IgE. Without
DEPs, immune response to KLH is of the TH1 type characterized by KLH-specific IgE .

Extracts from DEP containing the polyaromatic hydrocarbon (PAH) fraction from
these particles, as well as specific PAH compounds phenanthrene and 2,3,7,8
tetracholorodibenzo-p-dioxin are thought to mediate many of the effects of DEP on
immune response. Thus, polyaromatic hydrocarbons, by their action on B cells, appear to
be important mediators of allergic inflammation.

Metals

A number of metal cations can be identified in air pollution particles. These
include iron, nickel, vanadium, copper and nickel. In vitro studies of epithelial cells
treated with either metals or particulates rich in metals respond with NF-kB activation
and production of a number of pro-inflammatory cytokines. Animal studies also
demonstrate that elements of PM induce airway inflammation. Although human studies
are not as numerous as either animal or in vitro studies, there is evidence that air
pollution particles do induce airway inflammation. In one study, healthy volunteers
underwent exposure to clean air or air in which particles from ambient air had been
concentrated using a specialized cascade impactor (concentrated air particles or CAPs).
Following CAP exposure, modest increases in PMNs were found in bronchoalveolar
fluid. A second study examined the effect of iron particles instilled bronchoscopically
into the airways of volunteers. These particles were found to induce a neutrophilic
inflammation that resolved within 4 days (113). It seems likely that metal cations will
prove to be especially important mediators of inflammation in PM.



Minutes
House Committee on Public Utilities
May 29, 2001

The House Committee on Public Utilities met Tuesday, May 29, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representatives Saunders and McComas,
Vice-Chairs; and Representatives Allred, Coates, Culpepper, Edwards, Grady, Holmes,
Hurley, McCombs, Rogers and Ex officio member Baddour. Steve Rose, Committee
Counsel was also present. A Visitor Registration list is attached and made part of the
minutes. '

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff. He told members that the committee would meet again on
Thursday.

Rep. Phil Baddour was recognized to explain S432 - WATER AND SEWER
AUTHORITIES. This bill was a technical amendment for a municipality in Lenoir
County. Rep. Saunders made a motion for a favorable report. Bill passed.

Chairman Smith said the next item on the agenda was the confirmation of the
Governor’s Appointments to the Utilities Commission. Resumes and Ethic statements
are a part of the minutes.

Mr. James Yancy Kerr, II was recognized for remarks. Rep. Phil Baddour was
recognized to speak on his behalf.

Mr. Michael Satterfield Wilkins was recognized for remarks. Rep. Phil Baddour
and Rep. Gordon Allen spoke on behalf of Mr. Wilkins.

Mr. Robert Gruber was recognized to speaker on the continuation of his
appointment as Executive Director of the Public Staff for the NC Utilities Commission.
Former Senator Richard Condor spoke on behalf of Mr. Gruber.

Rep. Culpepper made a motion for a favorable report on S.J.R. 1101. Motion
carried.

Rep. Martin Nesbitt was recognized to speak on SB 1078 — IMPROVE AIR
QUALITY / ELECTRIC UTILITIES. When questioned by Rep. Grady as to why all the
smokestacks are not under consideration, Rep. Nesbitt said that cost and diminished
returns prohibited that. The one under discussion are 14 largest smokestacks and will
have the greatest impact. '



Mr. Bob Blankenship, a farmer/businessman from Cherokee and a member of the
Tribal Council for the Eastern Bank of Cherokee Indians spoke on SB 1078 (Att. 1). He
spoke about the acid rain and the problems that it creates in the mountains, especially
with trout farming.

Mr. Terry Pratt from the Albemarle Fisherman’s Association spoke about the
concerns of fisherman due to the level of mercury contamination. He also spoke of

concerns with the nitrogen and sulfur used in power plants (Att. 2).

Mr. Avram Friedman, Director of the Canary Coalition, was recognized to speak
(Att. 3).

Steve Rose, Counsel to the Committee, was recognized to explain the amendment.
He said the amendment only deals with the cost recovery portion (Att. 4).

The meeting adjourned at 11:00a.m.

Chairman Smith said others who have signed up would be permitted to speak at
the next meeting. The meeting adjourned at 11:00.

Respectfully submitted,

0ﬁh¢ %f@kcl—/

Representative Ronnie Smith Ann Jordan Y
Chair Committee Assistant




AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

May 29, 2001
Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

Confirmation of Governor’s Appointments to the Utilities Commission
Mr. James Yancey Kerr, I1
Mr. Michael Satterfield Wilkins

S432 - WATER AND SEWER AUTHORITIES
Sen. John Kerr

SB 1078 IMPROVE AiR QUALITY / ELECTRIC UTILITIES

Sen. Steve Metcalf
AContinued Discussion

ADJOURNMENT



 NORTH CAROLINA HOUSE OF REPRESENTATIVES Page 1 of 2
Ann Jordan (Rep. R. Smith)

. From: Ann Jordan (Rep. R. Smith)
Sent:  Thursday, May 24, 2001 4.09

Subject: Meeting Notice.doc

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

CORRECTED NOTICE — NOTE ADDITION OF SENATE BILL 432

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, May 29, 2001
TIME: 10:00 a.m.
LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):
Confirmation of Governor's Appointments to the Utilities Commission:
. Mr. James Yancey Kerr, 11
Mr. Michael Satterfield Wilkins

S432 - WATER AND SEWER AUTHORITIES
Sen. John Kerr

SB 1078 - IMPROVE AIR QUALITY / ELECTRIC UTILITIES - continued
Sponsor - Sen. Steve Metcalf '

Respectfully,

Representative Ronnie Smith

Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at 12:30 p.m. on
May 23, 2001.

___Principal Clerk
‘ ___Reading Clerk - House Chamber

5/24/2001
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SENATE JOINT RESOLUTION 1101

Sponsors: . Senator Soles.

Referred to: Commerce.

May 21, 2001

A JOINT RESOLUTION PROVIDING FOR THE CONFIRMATION OF THE
APPOINTMENTS OF JAMES YANCEY KERR, II AND MICHAEL
SATTERFIELD WILKINS TO MEMBERSHIP ON THE NORTH CAROLINA
UTILITIES COMMISSION AND THE APPOINTMENT OF ROBERT P.
GRUBER AS. EXECUTIVE DIRECTOR OF THE PUBLIC STAFF OF THE
NORTH CAROLINA UTILITIES COMMISSION. '

Whereas, under the provisions of G.S. 62-10, appointments made by the
Governor to membership on the North Carolina Utilities Commission are subject to
confirmation by the General Assembly by joint resolution; and :

Whereas, vacancies will occur on the North Carolina Utilities Commission on
June 30, 2001; and '

Whereas, the Governor has submitted to the presiding officers of the House
of Representatives and the Senate, the names of his appointees, James Yancey Kerr, II
and Michael Satterfield Wilkins, .to serve terms on the North Carolina Utilities
Commission, which will begin July 1, 2001, and expire June 30, 2009; and

Whereas, under the provisions of G.S. 62-15, the appointment made by the
Governor of the Executive Director of the Public Staff of the North Carolina Utilities
Commission is subject to confirmation by the General Assembly by joint resolution; and

‘Whereas, a vacancy will occur in the office of Executive Director of the
Public Staff of the North Carolina Utilities Commission on June 30, 2001; and

Whereas, the Governor has submitted to the presiding officers of the House
of Representatives and the Senate, the name of his appointee, Robert P. Gruber, to serve
as Executive Director of the Public Staff of the North Carolina Utilities Commission for
a term to begin July 1, 2001, and expire June 30, 2007; Now, therefore,

Be it resolved by the Senate, the House of Representatives concurring:

SECTION 1. The appointments of James Yancey Kerr, II and Michael
Satterfield Wilkins to the North Carolina Utilities Commission for terms to begin July 1,
2001, and expire June 30, 2009, are confirmed.
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SECTION 2. The appointment of Robert P. Gruber as Executive Director of v
the Public Staff of the North Carolina Utilities Commission for a term to begin July 1,

2001, and expire June 30, 2007, is confirmed.
SECTION 3. This resolution is effective upon ratification.

Page 2 SENATE JOINT RESOLUTION 1101 - First

Edition



STATE OF NORTH CAROLINA

OFFICE OF THE GOVERNOR _
20301 MarL SErvICE CENTER * RaLEIGH, NC 27699-0301

MicuAeL F. EAsLEY _ :
GOVERNOR ) April 30, 2001

The Honorable James Black
Speaker of the House

North Carolina General Assembly
2307 Legislative Building
Raleigh, NC 27603

Dear Speaker Black:
Pursuant to General Statute § 62-10, I hereby appoint-James Yancey Kerr, II and Michael
Satterfield Wilkins to serve as members of the North Carolina Utilities Commission and submit

their names for confirmation by the North Carolina General Assembly. Both terms shall begin -
July 1, 2001 and will expire June 30, 2009. ‘

Mr. Kerr will fill the seat currently held by Ralph Hunt and Mr. Wilkins will fill the seat
currently held by Judy Hunt.

Additionally, I appoint Lorenzo Joyner to continue to serve on the Commission. Ms.
Joyner is currently completing the term previously held by William Pittman. Mr. Pittman
resigned effective January 24.

Finally, I am reappointing Joanne Sanford as chair of the Commission. Ms. Sanford has
served asa member of the Commlsswn since 1995 and as cha1r since 1997.

Enclosed is blographlcal information on these appomtees Please feel free to cal] on them
or members of my staff if you need additional mformatlon : :

With kindest regards, I remain.
Very truly yours,

]

"~ Michael F. Easley

MFE:ks
" - ... Enclosure -
c: - .. The Honorable Marc Basnight . ’ M '
.+ -+ - The Honorable Beverly Perdue APR 80 200!

Ms. Denise Weeks

Ms. Janet Pruitt . ‘ %M 7/0 QDMZ
L TR,

o -

W o % ... LOCATION: 116_WEST JonEs STREET * RALEIGH, NC * TELEPHONE: (919) 733-5811
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STATE OF NORTH CAROLINA

OFFICE OF THE GOVERNOR
20301 Maw. SErvICE CENTER * RaLEicH, NC 27699-0301

MicraEL F. EASLEY :
GOVERNOR April 30, 2001

Ms. Denise Weeks

Principal Clerk of the House
North Carolina General Assembly
2304 Legislative Building
Raleigh, NC 27601

Dear Ms. Weeks:

Pursuant to General Statute § 62-10, I hereby appoint James Yancey Kerr, II and Michael
Satterfield Wilkins to serve as members of the North Carolina Utilities Commission and submit
their names for confirmation by the North Carolina General Assembly. Both terms shall begin
July 1, 2001 and will expire June 30, 2009.

Mr. Kerr will fill the seat currently held by Ralph Hunt and Mr. Wilkins will fill the seat
currently held by Judy Hunt. .

Additionally, I appoint Lorenzo Joyner to continue to serve on the Commission. Ms.

“Joyner is currently completing the term previously held by William Pittman. Mr. Pittman

resi gned effective J anuary 24,

Finally, I am reappointing Joanne Sanford as chair of the Commission. Ms. Sanford has
served as a member of the Commission since 1995 and as chalr since 1997.

Enclosed is b10graph1cal information on these appointees. Please feel free to call on them
or members of my staff if you need additional information.

With kindest regards, I remain.
Very truly yours,
.
Michael F. Easley
MFE:ks
Enclosure
c: The Honorable Marc Basnight
The Honorable James Black

The Honorable Beverly Perdue
Ms. Janet Pruitt

LocaTtion: 116 WEST JONES STREET * RALEIGH, NC * TELEPHONE: (919) 733-5811



JAMES YANCEY KERR, II

Home: ‘ Office:
2816 Manning Place - o P.O. Box 2611
" Raleigh, North Carolina 27608 Raleigh, North Carolina 27602-2611
(919) 782-6264 _ ‘ (919) 821-6791

email: jkerr@smithlaw.com

LEGAL EXPERIENCE: -

Employment:

Smith, Anderson, Blount, Dorsett, Mitchell & Jernigan, L.L.P., Raleigh, North
Carolina, September 1992 - Present. Partner concentrating in general civil litigation,
including medical malpractice defense and administrative law, with significant
. experience in the Trial Division of both the State and Federal Court systems, the
Appellate Division of the State Court system, and the North Carolma Utilities

Commxssxon

 Admitted:

State of North Carolina (1992)

United States District Court Eastern District of North Carolina (1992)
United States District Court Middle District of North Carolina (1993)
United States District Court Western District of North Carolina (1996)

Summer Clerkships:
Tharrington, Smlth & Hargrove, Ralezgh North Carolina, May-June, August 1991

Ward & Smlth Greenvzlle North Carolina, July 1991

Warren, Kerr, Walston & Hollowell Goldsboro, North Carolina, May-August 1990

Bar Memberships & Service:

¢ American Bar Association
¢ North Carolina Bar Association
* Young Lawyer's Division
Chair - Law Student Activities Committees (1992-1995)
- Chair - Civic Literacy Committee (1995 - 1997)
* Constitutional Rights & Responsibilities Section - Public Education Committee
¢ Wake County Bar Association



" PREVIQUS EXPERIENCE:

First Union Corporation, Charlotte, North Carolina and Atlanta, Georgia, August 1986

through August 1989. Various positions including Private Banking Officer, Real Estate
Banking Officer and Manager of College Recruiting.

. EDUCATION:

University of North Carolina at Chapel Hill School of Law, Chape! Hill, North Carolina
Juris Doctor, with Honors (top 20% of class), awarded May 1992
Honors & Activities:

L4

® O 00

Dean's List

Holderness Moot Court Invitational Team

Best Oralist, Constitutional Moot Court Competition
Member, Student/Faculty Building Committee
Member, Alumni Board of Directors (1997 - present)

~ Member, Alumni Building Committee (1994 - 1996)

Washington and Lee Universig, Lexington, Virginia
Bachelor of Arts, cum laude, in Politics awarded June 1986

Honors & Activities:

LA IR JEE JEE JEE JEE JER IR RS

Omicron Delta Kappa, National Leadershlp Society
Francis P. Gaines Honor Scholar

Dean's List

Pi Sigma Alpha, National Political Science Honor Society
President, Kathekon - Student Alumni Association
Co-Chairman, Contact Speaker Symposmm

Member, Varsity Basketball Team

- Chairman, University Federation's Big Brother/Big Sister Program

Rush Chairman, Phi Kappa Sigma Social Fraternity
Alumni Association Board of Directors, Eastern North Carolina Chapter

CIVIC ACTIVITIES:

* o

e e o o

PERSONAL:

- Born March 8, 1964, Goldsboro, North Carolina .
Married to the former Frances Herndon King

U . e

Attends Hayes Barton United Methodist Church '
March of Dimes - Triangle Division and Eastern North Carolina Board of
Directors - )

Chairman of Raleigh WalkAmerica Steering Committee

Young Men's Christian Association - Central Branch

Wake County Boys & Girls Clubs Campership Drive

Eagle Scout



Curriculum Vitae of

Michael Satterfield Wilkins

January 1999 - Present:.

Chief of Staff and Liaison to the Speaker of the North Carolina House of
Representatives, the Honorable James B. Black. Mr. Wilkins' primary
responsibility is to organize all of the information that flows to and from the
Speaker. He must make sure-that important issues are brought to the Speaker's
attention promptly. His major responsibility is to ensure that Members of the
House are well served and that the Speaker has their support in the creation and
passage of legislation. Mr. Wilkins is the Speaker’s point person on the budget
and the . deregulation of the electrical industry. Mr. Wilkins also briefs the
Speaker on policy issues and assists in the process of appointing individuals to
boards/commissions and government positions. Mr. Wilkins meets regularly
with other members of the Speaker’s staff; President Pro Tempore of the Senate’s
staff; and General Assembly research/fiscal analysts. including the budget team.
policy advisors and schedulers. Mr. Wilkins oversees the Speaker’s schedule,
helping to decide whom the Speaker should see or call and with whom he should
correspond. Mr. Wilkins’ responsibilities can be summed up by four P’s: politics,
process, policy and people. It is the task of the chief of staff to assist the Speaker
so that his administration can fulfill its ultimate goal: the formulation and
implementation of effective policy to improve the lives of North Carolinians.

Immediate Past:

Personal:

Education:

Economic Development and President of North Carolina’s seven economic
development partnerships on September 15, 1997. As Assistant Secretary, Mr.

“Wilkins oversaw national and international business and industry development,

international trade and its seven international bureaus, marketing and customer
services, Commerce’s seven regional offices, tourism, film, sports development
and regional operations. Mr. Wilkins worked closely with administration,
agency and legislative officidls to attract, recruit, retain and expand businesses to
North Carolina. In 1998, the State recorded more than eight billion dollars in
new investments and expanding investments, which is an all-time record.

Mr. Wilkins resigned his seat from the Nbljth Carolina House of Representatives
during his third term in office to accept the position in the Department of
Commerce.. .

- Bql;n May 17, 1945 in Roxboro, North‘Ca‘r_ol._inal (Person County)

Roxboro High School, 1963
University of North Carolina at Chapel Hill; BS, Business Administration, 1967

Governor Hunt appointed Mr. Wilkins Assistant Commerce Secretary for'

‘Michael S. Wilkins
- - Chief of Staff and Liaison
~Office of the Speaker of the North Carolina House of Representatives
P Ltz 116 Legend Oaks Court « Cary, North Carolina 27513
"+ 919.733.3451, office mikewi@ncleg.net = 919.678.1396, home



Military:

US Air Force, Captain, 1967-1971

Business Experience:

'Founder and Chief Operating Officer of Convenience Corner Inc. (Roxboro,
North Carolina), which operated real estate properties, restaurants, convenience
stores and car washes in Roxboro, Durham, Greensboro and Dunn, 1971-1991.

Political Experience:

Awards:

‘Civic Activities:

Family:

Elected to the North Carolina House of Representatives, District 22, in 1992,
1994 and 1996 o

Person County Commissioner, 1980-1988 (Chairman 1986-1988)

Vice Chair, Person County Airport Commission 4

Chair, Person County Economic Development Commission

Chairman, Region K Council of Government

. Chairman, North Carolina Joint Regional Forum

Selected as one of the top thirty people -of all-time honored as making a
difference in Person County by Piedmont Community College, 2000

North Carolina Economic Developers Association Outstanding Service
Award, 1999 ' . .
Franklin County Chamber of Commerce Exemplary Service Award, 1997
Roxboro Area Chamber of Commerce Community Services Award, 1989
Awarded the Outstanding County Commissioner of the Year award by the
North Carolina County Commissioners Association, 1988

Jaycees Distinguished Service Award, 1979

Air Force Commendation Medal, 1971

Member of the successful Steering Committee for the North Carolinians for
Educational Opportunities $3.1 billion dollar bond package
Roxboro Kiwanis Club

- Roxboro Area Chamber of Commerce, Director and Officer

Person County Doctor Recruitment Committee

- Youth Football Coach, § years

Youth Basketball Coach, 9 years

Married - wife, J acqlielyn
Children — Jennifer, Brett, Diana and Lesli (step-daughter)
Grandchildren — Miranda and Gabriel

-Michael S. Wilkins
Chief of Staff and Liaison

Office of the Speaker of the North Carolina House of Representatives

116 Legend Oaks Court » Cary, North Carolina 27513
919.733.3451, office  mikewi@ncleg.net  919.678.1396, home



Home: (919) 467-5053

Lorinzo Little Joyner
1304 Stony Point Lane
‘Cary, North Carolina 27511

Work: (919) 733-6050

lojoyner@mindspring.com . ) ljoyner@ncuc.net

EDUCATION

EMPLOYMENT

2201-Present

1995-2001

1986-1995

1983-1986

UNC-Chapel Hill School of Law, Chapel Hill, NC
May 1981 - Juris Doctor

NC A&T State University, Greensboro, NC

May 1969 - B.S. English Education (with high honors)
North Carolina Utilities Commission, Raleigh, NC
Commissioner (Effective January 24, 2001)

NC Department of Justice, Raleigh NC
Special Deputy Attorney General - Supervise and manage the

- Insurance Section of the Attorney General’s Office. Also represent

various client agenmes in litigation and respond to requests for
opinions from agencies and public officials. The Section’s 12

“attorneys and four support staff provide a full range of legal .

services to client agencies, including the Departments of Insurance,
Secretary of State, Commerce, State Ports Authority and the State
Teachers’ and Employees’ Comprehensive Major Medical Plan. -

NC Department of Justice, Raleigh, NC

Assistant Attorney General - Utilities Section, Attorney General’
Office. Assisted in the formulation of policy and positions on issues
related to the regulation of public utilities operating in North
Carolina. Advocated and represented the position of the

Attorney General before the NC Utilities Commission in matters -
affecting the users and consumers of public utility services.
Appealed adverse decisions to the North Carolina Court of Appeals
and the Supreme Court of North Carolina.

Public Staff, North Carolina Utxhtles Commission, Raleigh, NC

- Staff Attorney - Legal Division. Advocated and represented the

interests of the using and consuming public before the NC Utilities
Commission. Appealed adverse decisions to the North Carolina
Court of Appeals and the Supreme Court of North Carolina,



1981-1583

1969-1978

PROFESSIONAL
AFFILIATIONS

‘ COMMUNITY

ACTIVITIES

2-

Office of the Appellate Defender, Raleigh, NC .
Assistant Appellate Defender - Represented indigent criminal
defendants appealing their convictions to the North Carolina
Court of Appeals and the Supreme Court of North Carolina.
Reviewed trial transcripts, identified and researched legal issues,
drafted briefs and argued cases in the appellate courts.

Greensboro Cify Schools and Durham County Public Schools
English Teacher - Taught grammar, composition and literature to
senior high school students. Member of a team that developed and

- implemented a curriculum for at-risk students that was designed to

lower their drop out rates and provide them thh coping and life
maintenance sk:lls

North Carolina State Bar, licensed 1981 to present
Tenth Judicial Bar |

North Carolina Association of Black Lawyers
Capital City Lawyers Association

Former member of the Boards of Directors for Hopeline, Inc. and
the Salvation Army Advisory Council ,

Member of the Board of Directors of the Ivy Community Service
Foundation of Cary, Inc.

Member of Alpha Kappa Alpha Sorority, Inc.; immediate Past

- President of Cary Chapter

State Senior Games Volunteer _
Volunteer at the Heritage Park Community Learning Center



JO ANNE SANFORD

Prior to joining the Commission on July 19, 1995, Chairman Sanford spent 20 years with
the North Carolina Attorney General's Office. As Special Deputy Attorney General, she was the
head of the Utilities and Insurance Section, which represented the Department of Insurance, the
State Health Plan, the Secretary of State, the Auditor, the Secretary of Commerce, and consumers
and state agencies in utilities matters. Earlier assignments in the Attorney General's Office were in
the areas of environmental, energy and Indian law. She chaired the 1994 Department of Justice
Combined Campaign and Department of Justice Insurance Committees.

Sanford, a Democrat, was born October 18, 1950, in Laurinburg, North Carolina, and is a
1968 graduate of Randleman High School. She graduated with honors from North Carolina State
University in 1972 with a B.A. in Political Science, and from the School of Law at the University
of North Carolina, Chapel Hill, in 1975 with a J.D. She was appointed Chair of the Commission

* by Governor James B. Hunt, Jr. on February 1, 1997, and was reappointed to a four year term

July 1, 1997. Her term as Commissioner expires June 30, 2003.

Professional affiliations include the North Carolina Bar Association, the Wake County Bar
Assocxatlon, the 10th Judicial District Bar, the Susie Sharp Inn of Court, and Women Executives .
in State Government. She chairs 2 subcommittee of the National Association of Regulatory Utility
Commissioners (NARUC) Communications Committee and is a member of the NARUC -
Executive Committee. She is one of three state appointees to the Federal Communications
Commission's North American Numbering Council and she also serves with the five FCC
Commissioners on a Joint Conference established to promote the deployment of broadband
services to all parts of the country. As a member of the Board of Directors of the National

'Regulatory Research Institute, she chairs its Funding Subcommittee. As Chair, Sanford is an ex

officio member of the North Carolina Tax Review Board, Energy Policy Council and Agency for
Public Telecommunications.

Chairman Sanford is a member of the Trinity United Methodist Church Board of Trustees,
the Society for the Preservation of Historic Oakwood, Capital Area Preservation, and North
Carolina State University's Graduate School Board of Advisors. She is a recipient of the Wake
County YWCA 1998 Academy of Women desxgnatlon and the 1999 Dlstmgmshed Women of
North Carolina award for government service.

Sanford is married to William E. (Billy.)l Brewer, Jr. and has a daughter, Charlotte Brewer.



STATE OF NORTH CAROLINA
- QFFICE OF THE GOVERNOR

MicHaEL F. EaSLEY
GOVERNOR

20301 Maxn. SERVICE CENTER * RALEIGH, NC 27699-0301

May 1, 2001

The Honorable James Black

Speaker of the House

North Carolina General Assembly
2304 Legislative Building

Raleigh, NC 27601

‘ Dear Speaker Black:

Pursuant to General Statute § 62-15, 1 heréby reappoint Robert P. Gruber to serve
as Executive Director of the North Carolina Utilities Commission and submit his name
for confirmation by the North Carolina General Assembly His term shall begin July 1,

2001 and will expire June 30, 2007.

With kmdest regards, I remain.

MFE:ks

c: The Honorable Marc Basnight
The Honorable Beverly Perdue
Ms. Denise Weeks
Ms. Janet Pruitt

‘Michael F. Easley:

Very truly yours,

Riad

MAY 2 -2001 |

Afoid o Puldic
/77

Pbuse Yol

ﬁ ' Location: 116 WEsT JoNES STREET ®* RALEIGH, NC * TELEPHONE: (919) 733-5811



BIOGRAPHY

Robert Phillips Gruber

PERSONAL
Age 58 '
Married 37 years, wife Glenda, two children

EDUCATION
Raleigh public schools, graduated 1961 from Needham Broughton High School

Undergraduate college: UNC Chapel Hill, graduated 1965 with B.A. in English
Law School: UNC Chapel Hill, graduated 1968

EXPERIENCE
Private practice in Raleigh, North Carolina from 1968 to 1973, Jordan, Morris &

Hoke (1968-1970), Barringer, Howard, and Gruber (1970-1973)

North Carolina Department of Justice, Utilities Section 1973-1978, Deputy
Attorney General, 1974-1978

Chief Counsel, North Carolina Utilities Commission, 1978-1983

Executive Director, Public Staff - North Carolina Utilities Commission,
1983 to Present

CIVIC ACTIVITIES
Downtown Kiwanis Club; SPCA of Wake County, Past President



Statement of Economic Interest
for Executive Order Number One
Govemnor Michael F. Easley

NORTH CAROLINA BOARD OF ETHICS ‘
1324 Mail Service Center
Raleigh, NC 27699-1324
(919) 733-2780 FAX (919) 733-2785

Mail form to: Board of Ethics, 1324 Mail Service Center, Raleigh, N.C. 27699-1324
If you can use State Government Courier, use Courier 51-01-00
Office location: Administration Building, 116 West Jones Street, Room 2009G, Raleigh

For assistance call Millie Donavant or Christine Miller at (919) 733-2780
' e-mail: millie.donavant@ncmail.net Or christine.a.miller@ncmail.net

Name of Person Filing: Robert P. Gruher
Name of Spouse: Glenda B. Gruber
Home Address: 2105 Barfield Court

Raleigh, NC 27612

Home Telephone: (919) 782-2296 . ’

Name of Employer: Public Staff - North Carolina Utilities Commission
Your Title: Executive Director
Business Address: 4326 Mail Service Center

Raleigh, NC 27699-4326

(919) 733-2435

Business Telephone:
(919) 733-4744

Business Fax:

Business Activity:
4 Utility Regulation

Spouse’s Employer
and Business Activity: Retired




If you are filing because you are serving on or being considered for appointment to a State Board (as
defined above), state the name of the Board.

Public Staff - North. Carolina Utilities Commission

Are you, your employer, your spouse, or spouse's employer licensed or regulated by the Board on which
you are/will be serving, or have business relationships with the Board? No X Ifyes, please explain:

NOTE: Executive Order Number One requires you to list assets and liabilities with a value of $10,000 or
more for yourself and spouse, as set forth below. You are not required to include an estimated value of the
assets and liabilities.

1. List all parcels of real estate located in North Carolina in which you, or your spouée, have an ownership interest
valued $10,000 or more. Give street address or other description adequate to determine the location of each parcel.
State the specific interest held in each identified parcel.

Residence:
2105 Barfield Court

Raleigh, NC 27612

Identify real estate that is currently leased or rented to a State Government Agency, and identify the Agency. If
. persons other than your spouse have an ownership interest in the property, state the type of ownership and name of
the person having the interest.

None

If any parcels are located in an area over which the Board you are serving on has regulatory authority or could
otherwise be affected by Board decisions, please explain. '

None

2. Identify personal property sold to or bought from the State within the preceding two years and personal property
currently leased or rented to the State by you or your spouse. Indicate whether the transactions are in accordance
with the provisions of the Division of Purchase and Contract. If not, please explain.

None




-

List the name of each publicly-owned company in which the value of securities held by you or your spouse
is $10,000 or more. You may attach a list from vour broker.

Exxon Mobile ' Pfizer
Bristol Myers Squibb Co. &P Depository Receipts it
CVS Corpp Wells Fargo Co.

American International Group United Technologies Corp.

Fleet Boston Financial
Johson & Johnson
NASDAQ 100 Holders

'List the name and business activity of each non-publicly-owned company or business entity in which the value
of securities or other equity interests held by you or your spouse is $10,000 or more, including but not limited to,
interests held in partnerships, limited partnerships, joint ventures, limited liability companies or partnerships, and
closely held corporations. ' .

None

With respect to the entities listed above, should any of the entities own securities or equity interests of $10,000 or
more in other companies or business entities, list the name of the company or business entity and a brief

description of the business activity of each.

None

Are you, your spouse, or any of the entities listed above licensed by, regulated by, or have business relationships
with the same area of State Government with which you are associated? If so, please explain.

No




You are required to make a good faith effort to list any individual or business entity with which you or your spouse
have a financial or professional relationship provided:

(1)  The nature of the relationship presents a conflict of interest or the appearance of a conflict of interest for you
while performing your official duties, or

(2) Any separate financial or professional interest of such individual or business entity would present a conflict
of interest or appearance of a conflict of interest for you while performing your official duties. For each
individual or business entity listed, generally describe the financial or professional relationship and provide a
brief explanation of why the individual or business entity has been listed.

None

List all directorships on all boards on which you are serving. Please explain any situation that could appear to be
a conflict of interest with your official duties.

None

Are you an elected official at the local government level? If so, please explain.

No

If you, your spouse, or your dependent children are the beneficiary of a trust created, established or controlled by
you, list the name and address of the trustee and a description of the trust. To the extent such information is
available to you, include a list of businesses in which the trust has an ownership interest of $10,000 or more.

-No




10.

11

12.

List each asset with a valuation of $10,000 or more, held by you or your spouse, which have not been listed
elsewhere. Some examples are mutual funds, certificates of deposit, bank accounts and retirement accounts. It is

not necessary to list furniture, jewelry, automobiles, and other personal effects. ‘

US Treasury Notes

List each liability with a valuation of $10,000 or more for you and your spouse. Give the name of the creditor,
and describe the nature of the liability. It is not necessary to list credit card debts, mortgage for personal residence,
and automobile loans. :

First Martgage to State Fmplaoyees Credit Union
Home Fquity Ioan - SECU

2105 Barfield Court

Raleigh, NC

List each source of income for you and your spouse where $10,000 or more was received. For each source listed,
describe the type of income received, and state the name of the business entity or individual from which the income
was received. Some examples of income are salary or wages, professional fees, honoraria, interest, stock
dividends, capital gains, and business profits.

Sources for Person Filing: B !

Sources for Spouse:  Dividends

Interest from Bonds

Interest from Mnnpy‘Markpf Accounts

Capital g¢ains
9 L=}

Please explain if any of the sources of income are regulated by, receive permits from, or otherwise are connected
with the same area of State Government with which you are connected.

None

If you are a practicing attorney, check each category of legal representation in which you and/or the law firm with
which you are associated has, during any single year of the past five years eamed legal fees of $10,000 or more
from any of the following categories of legal representation:



13.

I5.

16.

( ) Admiralty () Taxation ( ) Decedent’s estates ( ) Corporationlaw ( )  Real property
() Negligence (representing plaintiffs) ( ) Negligence (representing defendants)
( ) Criminallaw ( ) Laborlaw ( ) Insurancelaw ( ) Administrative law

( ) Utilities regulation or representation of regulated utilities () Representation of local governments

If the information has not been included in previous questions, list all non-publicly owned businesses you have
been associated with during the past five years as an employee, officer, director, partner, or owner. For each
business listed, state your association, and the time period of your association. To the best of your knowledge,
state whether any of the businesses listed does business with the same area of State Government with which you
are associated. State the nature of business, and whether you or the business is licensed by, regulated by, receive
permits, grants or other funding from the same area of State Government with which you are associated.

None

List all gifts received with a value exceeding $200 during the twelve months preceding the date of this statement
from sources other than your spouse or relatives.

None

List all gifts received with a value exceeding $100 during the twelve months preceding the date of this statement
from any source having business with or regulated by the State.

None

List all bankruptcies filed during the preceding five years by you, your spouse, or any entity in which you or your
spouse has been associated financially. Provide a brief summary of the facts and circumstances regarding each
listed bankruptcy. '

None

Having read Executive Order Number One, state any problems or conflicts of interest you may have that are not
fully covered in previous questions. Include an explanation of how you would propose to resolve the matter.




VERIFICATION

I hereby do certify that I have read this Statement of Economic Interest, and all attachments and to the best of my
knowledge and belief it is true, correct and complete. Ihereby do certify that I have not transferred, and will not transfer,
any asset, interest or property for the purpose of concealing it from disclosure while retaining an equitable interest
therein. I acknowledge that I am under a continuing obligation to avoid conflicts of interest and the appearance of
conflicts of interest. If I believe a potential for conflict exists, I will inquire of the Board of Ethics as to that potential

conflict.
slis]o| /?/572%,7\/ .
! Date Signature of Person Filing
SEATE GFIMORTH CAROLINA
\\‘; o %, h_) Ox\ﬁ €
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SENATE JOINT RESOLUTION 1101:

Confirmation of Appointment of Michael S.
Wilkins and James Y. Kerr, II to the Utilities
BILLANALISIS — Commission, and Robert P. Gruber as Executive
Director of the Public Staff.

Committee: House Public Utilities Introduced by: Senator Soles
Date: May 29, 2001 Summary by:  Steven Rose
Version: One : Committee Counsel

SUMMARY: Mr. Wilkins and Mr. Kerr have been appointed by the Governor to fill the vacancies on
the Utilities Commission created by the expiration of the terms of Commissioners Judy Hunt and Ralph
Hunt on June 30, 2001. The terms of Mr. Wilkin's and Mr. Kerr are for eigit years, beginning July 1,
2001, and ending June 30, 2009. The Governor has reappointed Mr. Gruber to a new six-year term as
Executive Director of the Public Staff beginning July 1, 2001 and ending June 30, 2007. SJR 1101
confirms these appointments as required by G.S. 62-1 0 and G.S. 62-15. The resolution is effective

upon ratification.

The resumes of the appointees and the Statements of Econonmic Interest they submitted to the North
Carolina Board of Ethics are before this Commitiee.

BACKGROUND: The North Carolina Utilities Commission consists of seven commissioners who are
appointed for eight-year terms. Commissioners are appointed by the Governor and must be confirmed by

the General Assembly by Joint Resolution.

A Utilities Commissioner is presently paid a salary of $104,523. There are fixed salary increases based
upon length of service on the Utilities Commission, 4. 8% after five years of service and 9.6% after ten
years. Members of the Utilities Commission are subject to the same standards of conduct as a judge.
They may be removed during their term of office only for cause, by impeachment.

During service on the Commission, a Commissioner may not engage in any other employment, business,
profession or vocation. During the term of office the Commissioner may not be associated in any way

with any public utility company, including ownership of any interest.

The General Assembly created the Utilities Commission and establishes policies which the Commission
carries out, usually with broad discretion. The Commission is both a regulator of public utilities, as well
as a judge in all contested matters relating to public utilities. Decisions of the Utilities Commission are

Legislative Services Office North Carolina General Assembly Research Division, 733-2578



SENATE JOINT RESOLUTION

Page 2

appealable directly to the North Carolina Court of Appeals, with the exception of general rate cases,
which are appealable directly to the North Carolina Supreme Court.

The North Carolina Utilities Commission regulates the rates and services of the intrastate operations of
public utilities supplying electricity, gas, certain telecommunications services, water and sewer services,
taxis, and certain aspects of bus, train, trucking, express package and mail services. The extent of this
regulation varies among the different types of utilities, and there are limitations imposed by federal law.
The Commission hears and decides proceedings relating to the issuance of utility franchises, the
construction of electric generating plants, the setting of utility rates, the adjustment of electric utility rates
based upon fuel cost changes, the adjustment of natural gas rates based upon changes in the cost of natural
gas, use of natural gas expansion funds, the provision of new utility services, and the adjudication of
complaints concerning the services of public utilities. Again, the extent of the Commission's jurisdiction
depends upon the type of utility service and is affected in some cases by federal law. The Commission

also has limited authority over subsidiaries of electric cooperatives.

The Executive Director of the Public Staff is responsible for supervising the activities of the Public Staff.
The Public Staff represents the utility customer in all proceedings before the Utilities Commission. The

Public Staff is not subject to supervision by the Utilities Commission. It does assist the Utilit]
Commission upon request. 6

The Executive Director's term is six years. Appointment is by the Governor, with confirmation by the
General Assembly. The Executive Director may only be removed from office in the event of incapacity,
or upon the recommendation of a majority of the Utilities Commission after consultation with the Joint
Legislative Utility Review Committee. Salary and longevity increases are the same as a Utilities

Commissioner.

SJR1101-SMRL-001

. |

Legislative Services Olffice North Carolina General Assembly Research Division, 733-2578



erv Servs., Inc.. 47 N.C. App. 418, 267 S.E.2d
658 (1980).

Stated in Sie
ACLRR., 268
(1966); State ex re}
communications Corp.,
S.E.2d 276 (1999).

Cited in Duke Power Co\y. City of High
Point, 22 N.C. App. 91, 205 S.EXd 774 (1974);

ex rel. Utils. Comm™ .
. 242, 150 S.E.2d 386
\Js. Comm™ v. MCI Tele-

N.C. App. —, 514

OPINION

“Person” Includes Municipalities and
Counties. — Municipalities and counties, bod
ies politic and corporate, are included in the
definition of “person” under § 62-3(21). See
opinion of Attorney General to Mr. Robert H
Bennink, Jr, General Counsel and Hea g
Examiner, North Carolina Utilities Comdis.
sion, 55 N.C.A.G. 18 (1985).

'~ The Department of Correctiox as a
State agency, is not a public utj ty and is
not subject to the fee requirement&of § 62-302.
See Opinion of Attorney Gepfral to LaVee

ART. 2. ORGANIZATION OF UTILITIES COMMISSION

§62-10

State ex rel. Utils. Comm™n v. Southep Bell Tel.
& Tel. Co., 307 N.C. 541, 299 S.E.2¢763 (1983);
In re Lower Cape Fear Water & ewer Auth.,
829 N.C. 675, 407 S.E.2d 15541991); State ey
rel. Utils. Comm'n v. Mountafn Elec. Coop., 108
N.C. App. 283, 423 S.E.2d516 (1992): State ex
rel. Utils. Comm'n v. Empire Power Co., 112
N.C. App. 265, 435 3F.24 553 (1993).

OF ATTORNEY GEMERAL

Hamep/General Counsel, North Carolina De-
pargrient of Correction, — N.C.A.G. — October
1701994).

Western Carolina University (WCU) is
nyt a public utility subject to supervision
by Yhe Commission, except that, pursvant i
§ 116°35, sales to the public of excess power
must bé\at a rate or rates approved by the
Utilities Oqmmission.” See opinion of Attorney
General to Mr. Mvron L. Coulter, Chancellor,
Western Carohpa University, 55 N.C.A.G. 355
(1985).

§ 62-4. Applicghbility of Chapter.

This Chapter ghall not terminate the preexisting Commi

Or any certificates, permits, orders, rules or reg
by it or any ofher action taken by 1t, unless and until revoked by
in any maAner the existing franchises, territories, tariffs, rates,
ations and other obligations and rights of public utilitie
altered or modified by or in accordance with the provisions \f this

ments thereto

service ref
and 117
Chapgfr. (1963, c. 1163, s. 1.)

10D Or appoint-
ations issued
\{, nor affect
ontracts,

unless

§§°62-5 through 62-9: Reserved for future codification purposes.

ArTiCLE 2.

Organization of Utilities Commission.

§ 62-10. Numbe.r; appointment; terms;

qualifications;

chairman; vacancies; compensation; other em-
ployment prohibited.

(a) The North Carolina Utilities Commission shall consist of seven commis-

sioners who shall be appointed by the Governor subject to confirma’
General Assembly by joint resolution. The names of commissio
Governor shall be submitted by the Governor to t
nfirmation by the General Assembly on or before M

appointed by the
Assembly for co

year in which the terms for which the appointments are to be
expire. Upon failure of the Governor to submit names as herein
Lieutenant Governor and Speaker of the House jointly shall sub
of a like number of commissioners to the General Assembly on
15 of the same year for confirmation by the General Assembly.
the way in which names of commissioners are submitted, co

tion by the
ners to be
he General
ay 1, of the
made are to
provided, the
mit the names
or before May
Regardless of
nfirmation of
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commissioners must be accomplished prior to adjournment of the then current

session of the General Assembly. This subsection shall be subject to the
provisions of subsection (¢} of this section.

{b) The terms of the commissioners now serving shall expire at the conclu-
sion of the term for which thev were appointed which shall remain as before
with two regular eight-vear terms expiring on July 1 of each fourth vear after
July 1. 1965, and the fifth term expiring on July 1 of each eighth year after July
1, 1963. The terms of office of utilities commissioners thereafter shall be eight
vears commencing on July 1 of the vear in which the predecessor terms
expired, and ending on July 1 of the eighth year thereafier.

(¢} In order to increase the number of commissioners to seven, the names of
two additional commissioners shall be submitted to the General Assembly on
or before Max 27, 1975, for confirmation by the General Assembly as provided
in G.8. 62-101a’. The commissioners 50 appointed and confirmed shall serve
new terms commencing on July 1. 1975, one of which shall be for a period of
two vears (with the immediate successor serving for a period of six years), and
one of which shall be for a period of two vears.

Thereafter, the terms of office of the additional commissioners shall be for
eight vears as provided in G.S. 62-10(b).

1d) A commissioner in office shall confinue to serve until his successor is
dulv confirmed and qualified but such hoidover shall not affect the expiration
date of such succeeding term.

iej On July 1. 1963, and every four vears thereafier, one of the commission-
ers shall be designated by the Governor to serve as chairman of the Commis-
sion for the succeeding four vears and until his successor 1s duly confirmed and
quailifies. Upon death or resignation of the commissioner appointed as chair-
man. the Governor shall designate the chairman from the remaining commis-
sioners and appoint a successor as hereinafter provided to fill the vacancy on
the Commission.

(f) In case of death, incapacity, resignation or vacancy for any other reason
in the office of any commissioner prior to the expiration of his term of office, the
name of his successor shall be submitted by the Governor within four weeks
after the vacancy arises to the General Assembly for confirmation by the
General Assembiy. Upon failure of the Governor to submit the name of the
successor, the Lieutenant Governor and Speaker of the House jointly shall
submit the name of 2 successor to the General Assembly within six weeks after
the vacancy arises. Regardless of the way in which names of commissioners are
submitied. confirmation of commissioners must be accomplished prior to the
adjournment of the then current session of the General Assembly.

(g If a vacancy arises or exists pursuant to either subsection (a) or (c) or (f)
of this section when the General Assembly is not in session, and the appoint-
ment is deemed urgent by the Governor, the commissioner may be appointed
and serve on an interim basis pending confirmation by the General Assembly.

(h) The salaryv of each commissioner and that of the commissioner desig-
nated as chairman shall be set by the General Assembly in the Current
Operations Appropriations Act. In lieu of merit and other increment raises
paid to regular State employees, each commissioner, including the commis-
sioner designated as chairman, shall receive as longevity pay an amount equal
to four and eight-tenths percent (4.8%) of the annual salary set forth in the
Current Operations Appropriations Act payable monthly after five vears of
service, and nine and six-tenths percent (9.6%) after 10 years of service.
“Service” means service as a member of the Utilities Commission.

(h1) In addition to compensation for their services, each member of the
Commission who lives at least 50 miles from the City of Raleigh shall be paid
a weekly travel allowance for each week the member travels to the City of
Raleigh from the member’s home for business of the Commission. The
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I allowance shall be calculated for each member by multiplying the actual
round-trip mileage from that member's home to the City of Raleigh by the
rate-per-mile which is the business standard mileage rate set by the Internal
Revenue Service in Rev. Proc. 83-51, December 27, 1993.

(1) The standards of judicial conduct provided for judges in Article 30
Chapter 7A of the General Statutes shall apply to members of the Commission.
Members of the Commission shall be liable to impeachment for the causes and
in the manner provided for judges of the General Court of Justice in Chapter
123 of the General Statutes. Members of the Commission shall not engage in
any other employment, business, profession, or vocation while in office.

() Except as provided in subsection (hl) of this section, members of the
Commission shall be reimbursed for travel and subsistence expenses at the
rates allowed to State officers and employees by G.S. 138-6(a). (1941, ¢. 97, s.
2; 1949, c. 1009, s. 1; 1959, c. 1319; 1963, c. 1165, s. 1; 1967, c. 1238; 1975, c.
243. s. 3; c. 867, ss. 1, 2; 1977, c. 468, s. 1; ¢ 913, s. 2; 1983 (Reg. Sess., 1984),
c. 11186, s. 91; 1989, c. 781, 5. 41.2; 1993 (Reg. Sess., 1994), c. 769, s. 7.4(b); 1996,
2nd Ex. Sess., c. 18, 5. 28.2(b); 1997-443, s. 33.5; 1999-237, s. 28.21(a), (b).)

Editor’s Note. — Session Laws 1999-237, 5. 1999, added subsection (h1); and added “Except
1.1 provides: “This act shall be known as the as provided in subsection (h1) of this section” to
‘Current Operations and Capital Improve-  the beginning of subsection G
ments Appropriations Act of 1999.™ State Government Reorganization. —

Session Laws 1998-237, s. 30.4 contains a The Utilities Commission was transferred to
severability clause. the Department of Commerce (now the Depart-

Effect of Amendmentis. — Session Laws ment of Economic and Community Develop-
1999-237, s. 28.21(a) and (b), effective July 1. ment) by former § 143A-174.

‘ : CASE NOTES
Applied in State ex rel. Utils. Comm'n v.

Carolina Tel. & Tel. Co., 21 N.C. App. 251, 204
S.E.2d 181 (1974).

§ 62-11. Oath of office.

Each utilities commissioner before entering upon the duties of his office shall
file with the Secretary of State his oath of office to support the Constitution and
laws of the United States and the Constitution and laws of the State of North
Carolina, and to well and truly perform the duties of his said office as utilities
commissioner, and that he is not the agent or attorney of any public utility, or
an employee thereof, and that he has no interest in any public utility. (1933, c.
134, s. 5; 1935, c. 280; 1939, c. 404; 1941, c. 97; 1963, c. 1165, s. 1.)

§ 6232. Organization of Commission; adoption of rules
and regulations therefor. .

To facilitate the work of th injetrative purposes,
, d approval of the

Commission, may orgimize the work of the Comymi sion in several hearing
divisions and operating departments and ma designate a member of the
Commission as the head of anydivision or difisions and assign to members of
the Commission various duties in“sqnpecfion therewith. Subject to the provi-

Pbicle 2 of Chapter 143 of the General
and adopt rules and regulations
iviSteqs and all internal affairs and

business of the Commissiog’ 948¢. 1009, 5. 2; 1957, c. 1062,
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Editox's Note. — Article 2, Chapter 143, provisions as to State Personnel System, see
referred toNin this section, was repeated by §§ 126-1 through 126-12.
963, c. 640. s. 1. For present

§ 62-13. Chairman to direct Commission.

(a) The chairmay shall be the chief executive and adpfinistrative officer of

the Commission.
(b) The chairman shall determine whether majters pending before the

Commission shall be co sidered or heard initially/by the full Commission, a
panel of three commissioners, a hearing commisgioner, or a hearing examiner.
Subject to the rules of the mmission, the chairman shall assign members of
the Commission to proceedigs and shal)/assign members to preside at
proceedings before the full Coxamission op’a panel of three commissioners.
(¢) The chairman, the presi ‘no comnissioner, hearing commissioner, or

t=]
hearing examiner shall hear an

detsrmine procedural motions or petitions
not determinative of the merits of tige proceedings and made prior to hearng;
and at hearing shall make all ruligs.on motions and objections.
2 . / . - e e

(d) The chairman acting alo/n’e, or aqy three commissioners, may initiate
investigations, complaints, or Any other hroceedings within the jurisdiction of
ihe Commission. (1941, c. 9% 062, s. 2; 1963, c. 1165, s. 1; 19735,
c. 243, ss. 9, 10; 1977, c.

§ 62-14. Commission staff; structuré\and function.

(a) The Commisgion 1s authorized and empowered to employ hearing
examiners; court feporters; a chief clerk and depiy clerk; a commission
attorney and agSistant commission attorney; transpdgtation and pipeline
safety inspecioys; and such other professional, administragive, technical, and
clerical persornel as the Commission may determine to bd necessary in the
proper discharge of the Commission’s duty and responsibilitkas provided by
law. The ckairman shall organize and direct the work of the Comngission staff.

(b) Thesalaries and compensation of all such personnel shall b&xfixed in the
manner/provided by law for fixing and regulating salaries and compensation
by othér State agencies.

(¢)/The chairman, within allowed budgetary limits and as allowed bxlaw,
shafl authorize and approve travel, subsistence and related expenses of sych
pefsonnel, incurred while traveling on official business. (1963, c. 1165, s.

1977, c. 468, s. 3.)

§ 62-15. Office of executive director; public staff, structure
and function.

(a) There is established in the Commission the office of executive director,
whose salary and longevity pay shall be the same as that fixed for members of
the Commission. “Service” for purposes of longevity pay means service as
executive director of the public staff. The executive director shall be appointed
by the Governor subject to confirmation by the General Assembly by joint
resolution. The name of the executive director appointed by the Governor shall
be submitted to the General Assembly on or before May 1 of the year in which
the term of his office begins. The term of office for the executive director shall
be six years, and the nitial term shall begin July 1, 1977. The executive
director may be removed from office by the Governor in the event of his
incapacity to serve; and the executive director shall be removed from office by
the Governor upon the affirmative recommendation of a majority of the
Commission, after consultation with the Joint Legislative Utility Review
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Committee of the General Assembly. In case of a vacancy in the office of
executive director for any reason prior to the expiration of his term of office, the
name of his successor shall be submitted by the Governor to the General
Assembly, not later than four weeks after the vacancy arises. If a vacancy
arises in the office when the General Assembly is not in session, the executive
director shall be appointed by the Governor to serve on an interim basis
pending confirmation by the General Assembly.

(b) There is established in the Commission a public staff. The public staff
shall consist of the executive director and such other professional, administra-
tive, technical, and clerical personnel as may be necessary in order for the
public staff to represent the using and consuming public, as hereinafter
provided. All such personnel shall be appointed, supervised, and directed by
the executive director. The public staff shall not be subject to the supervision,
direction, or control of the Commission, the chairman, or members of the
Commission.

(c) Except for the executive director, the salaries and compensation of all
such personnel shall be fixed in the manner provided by law for fixing and
regulating salaries and compensation by other State agencies.

(d) It shall be the duty and responsibility of the public staff to:

(1) Review, investigate, and make appropriate recommendations to the
Commission with respect to the reasonableness of rates charged or
proposed to be charged by any public utility and with respect to the
consistency of such rates with the public policy of assuring an energy
supply adequate to protect the public health and safety and to
promote the general welfare;

(2) Review, investigate, and make appropriate recommendations to the
Commission with respect to the service furnished, or.proposed to be
furnished by any public.utility; .

(3) Intervene on behalf of the using and consuming public, in all Commis-
sion proceedings affecting the rates or service of any public utility;

(4) When deemed necessary by the executive director in the interest of the
using ‘and consuming public, petition the Commission to initiate
proceedings to review, investigate, and take appropriate action with
respect to the rates or service of public utilities;

(3) Intervene on behalf of the using and consuming public in all certificate
applications filed pursuant to the provisions of G.S. 62-110.1, and
provide assistance to the Commission in making the analysis and
plans required pursuant to the provisions of G.S. 62-110.1 and 62-155;

(6) Intervene on behalf of the using and consuming public in all proceed-
ings wherein any public utility proposes to reduce or abandon service
to the public; -

(7) Investigate complaints affecting the using and consuming public
generally which are directed to the Commission, members of the
Commission, or the public staff and where appropriate make recom-
mendations to the Commission with respect to such complaints; .

(8) Make studies and recommendations to the Commission with respect to
standards, regulations, practices, or service of any public utility
pursuant to the provisions of G.S. 62-43; provided, however, that the
public staff shall have no duty, responsibility, or authority with
respect.to the enforcement of natural gas pipeline safety laws, rules,
or regulations;

(9) When deemed necessary by the executive director, in the interest of
the using and consuming public, intervene in Commission proceed-
ings with respect to transfers of franchises, mergers, consolidations,
gled combinations of public utilities pursuant to the provisions of G.S.

-111; .
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(10) Investigate and make appropriate recommendations to the Commis-
sion with respect to applications for certificates bv radio common
carriers, pursuant to the provisions of Article 6A of this Chapter;

(11) Rewview, investigate, and make appropriate recommendations to the
Commission with respect to contracts of public utilities with affiliates
or subsidiaries, pursuant to the provisions of G.S. 62-153;

(12) When deemed necessary by the executive director. in the interest of
the using and consuming public, advise the Commission with respect
to securities, regulations, and transactions, pursuant to the provi-
sions of Article 8 of this Chapter.

(e) The public staff shall have no duty, responsibility, or authority with
respect to the laws, rules or regulations pertaining to the phvsical facilities or
equipment of common, contract and exempt carriers, the registration of
vehicles or of insurance coverage of vehicles of common, contract and exempt
carriers: the licensing. training. or qualifications of drivers or other persons
emploved by common, contract and exempt carriers. or the operation of motor
vehicle equipment by common. contract and exempt carriers in the State.

(f) The executive director representing the public staff shall have the same
rights of appeal from Commission orders or decisions as other parties 1o
Commission proceedings.

(g) Upon request. the executive director shall emplov the resources of the
public staff to furnish to the Commission, its members, or ine tiorney
General, such information and reporis or conduct such investigations and
provide such other assistance as may reasonably be required in order to
supervise and control the public utilities of the State as may be necessary to
carry out the laws providing for their regulation.

(h) The executive director is authorized to employ, subject to approval by the
State Budget Officer. expert witnesses and such other professional expertise as
tne executive director may deem necessary from time to time to assisi the
public staff in its participation in Commission proceedings, and the compen-
sation and expenses therefor shall be paid by the utility or utilities participat-
Ing in said proceedings. Such compensation and expenses shall be treated by
the Commission, for rate-making purposes, in 2 manner generally consistent
with its treatment of similar expenditures incurred by utilities in the presen-
tation of their cases before the Commission. An accounting of such compensa-
tion and expenses shall be reported annually to the Joint Legislative Utility
Review Committee and to the Speaker of the House of Representatives and the
President Pro Tempore of the Senate.

(i) The executive director, within established budgetarv limits, and as
allowed by law, shall authorize and approve travel. subsistence, and related
necessary expenses of the executive director or members of the public staff,
incurred while traveling on official business. (1949, c. 1009, s. 3; 1963, c. 1165,
s. 1: 1977, c. 468, s. 4: 1981, ¢. 475; 1983, ¢. 717, 5. 12.1; 1985, ¢. 499, s. 4:1989,
c. 781, s. 41.3; 1989 (Reg. Sess., 1990), c. 1024, s. 13; 1999-237, 5. 28.21A.)

Editor’s Note. — Session Laws 1999-237, s.
1.1 provides: “This act shall be known as the
‘Current Operations and Capital Improve-
ments Appropriations Act of 1999.”"

Session Laws 1999-237, s. 30.4 contains a
severability clause.

Effect of Amendments. — Session Laws
1899-237, s. 28.214, effective Julv 1. 1999, in

1

subsection (a). inserted “and longevity pay” in
the first sentence and inserted the present
second sentence.
Legal Periodicals. — For brief comment on
this section. see 27 N.C.L. Rev. 489 (1949).
For survey of 1977 law on common carriers,
see 56 N.C.L. Rev. 833 (1978).
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2001

SENATE BILL 432*
Finance Committee Substitute Adopted 4/2/01
Third Edition Engrossed 4/3/01

Short Title: Water and Sewer Authorities. (Public)

Sponsors:

Referred to:

March 13, 2001

A BILL TO BE ENTITLED
AN ACT TO ALLOW NONPROFIT WATER CORPORATIONS TO JOIN CERTAIN
WATER AND SEWER AUTHORITIES AND CONCERNING THE RIGHT OF
SUBSEQUENTLY JOINING MUNICIPALITIES TO HAVE VOTING
MEMBERSHIP.
The General Assembly of North Carolina enacts
SECTION 1. G.S. 162A-3 is amended by adding a new subsection to read:
"(al) If an authority is organized by three or more political subdivisions, it may
include in its organization up to two nonprofit water corporations. The board of
directors of a nonprofit water corporation must signify the corporation's determination
to participate in the organization of the authority by adopting a resolution that meets the
requirements of subsection (b) of this section. The nonprofit water corporation is not
subject to the notice and public hearing requirements of subsection (a) of this section.
For all other purposes of this Article, the nonprofit water corporation shall be
considered to be a political subdivision."
SECTION 2. G.S. 162A-3.1 is amended by adding a new subsection to read:
"(al) If an authority is organized by three or more political subdivisions, it may
include in its organization up to two nonprofit water corporations. The board of
directors of a nonprofit water corporation must signify the corporation's determination
to participate in the organization of the authority by adopting a resolution that meets the
requirements of subsection (b) of this section. The nonprofit water corporation is not
subject to the notice and public hearing requirements of subsection (a) of this section.
For all other purposes of this Article, the nonprofit water corporation shall be
considered to be a political subdivision."
SECTION 2.1. G.S. 162A-5(a) reads as rewritten:
"(a) Each authority organized under this Article shall consist of the number of
members as may be agreed upon by the participating political subdivisions, such
members to be selected by the respective political subdivision. A proportionate number
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(as nearly as can be) of members of the authority first appointed shall have terms
expiring one year, two years and three years respectively from the date on which the
creation of the authority becomes effective. Successor members and members appointed
by a political subdivision subsequently joining the authority shall each be appointed for
a term of three years, but any person appointed to fill the vacancy shall be appointed to
serve only for the unexpired term and any member may be reappointed; provided,
however, that a political subdivision subsequently joining an authority created under
G5—362A-31-G.S. 162A-3.1, or under the provisions of G.S. 162A-3 other than
subsection (al), shall not have the right to appoint any members to such authority.
Appointments of successor members shall, in each instance, be made by the governing
body of the political subdivision appointing the member whose successor is to be
appointed. Any member of the authority may be removed, with or without cause, by the
governing body appointing said member. This subsection does not apply in the case of
an authority that a city joins under G.S. 162A-5.1"

SECTION 3. The creation of any Water and Sewer Authority under Article
1 of Chapter 162A of the General Statutes on or after July 1, 2000, but before this act
became law, that would have been permitted under that Article, as amended by Sections
1 and 2 of this act, is validated and confirmed as to the membership of nonprofit water
corporations. :

SECTION 4. This act is effective when it becomes law.

Page 2 Senate Bill 432* Senate Bill 432* - Third Edition
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SESSION 2001
S 2
SENATE BILL 1078*
Agriculture/Environment/Natural Resources Committee Substitute Adopted
4/18/01
Short Title: Improve Air Quality/Electric Utilities. (Public)
Sponsors:
Referred to:

April 5, 2001

A BILL TO BE ENTITLED

AN ACT TO IMPROVE AIR QUALITY IN THE STATE BY REQUIRING
REDUCTIONS IN THE EMISSIONS OF CERTAIN POLLUTANTS FROM
CERTAIN FACILITIES THAT BURN COAL TO GENERATE ELECTRICITY.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 143-215.107 reads as rewritten:

"§ 143-215.107. Air quality standards and classifications.

(a) Duty to Adopt Plans, Standards, etc. — The Commission is hereby directed
and empowered, as rapidly as possible within the limits of funds and facilities available

to it, and subject to the procedural requirements of this Article and Article 21:

(D

@

€)

4

To prepare and develop, after proper study, a comprehensive plan or
plans for the prevention, abatement and control of air pollution in the
State or in any designated area of the State.

To determine by means of field sampling and other studies, including
the examination of available data collected by any local, State or
federal agency or any person, the degree of air contamination and air
pollution in the State and the several areas of the State.

To develop and adopt, after proper study, air quality standards
applicable to the State as a whole or to any designated area of the State
as the Commission deems proper in order to promote the policies and
purposes of this Article and Article 21 most effectively.

To collect information or to require reporting from classes of sources
which, in the judgment of the Environmental Management
Commission, may cause or contribute to air pollution. Any person
operating or responsible for the operation of air contaminant sources of
any class for which the Commission requires reporting shall make
reports containing such information as may be required by the
Commission concerning location, size, and height of contaminant
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)

(6)

(7

®)

(8a)

)

outlets, processes employed, fuels used, and the nature and time

periods or duration of emissions, and such other information as is

relevant to air pollution and available or reasonably capable of being

assembled.

To develop and adopt emission control standards as in the judgment of
the Commission may be necessary to prohibit, abate, or control air -
pollution commensurate with established air quality standards. This

subdivision does not apply to that portion of the National Emission

Standards for Hazardous Air Pollutants for asbestos that governs

"demolition and renovation as set out in 40 C.F.R. § 61.141, 61.145,

61.150, and 61.154 (1 July 1993 edition).

To adopt motor vehicle emissions standards; to adopt, when necessary
and practicable, a motor vehicle emissions inspection and maintenance
program to improve ambient air quality; to require manufacturers of
motor vehicles to furnish to the Equipment and Tool Institute and,
upon request and at a reasonable charge, to any person who maintains
or repairs a motor vehicle, all information necessary to fully make use
of the on-board diagnostic equipment and the data compiled by that
equipment; to certify to the Commissioner of Motor Vehicles that
ambient air quality will be improved by the implementation of a motor
vehicle emissions inspection and maintenance program in a county.
The Commission shall implement this subdivision as provided in G.S.
143-215.107A.

To develop and adopt standards and plans necessary to implement
programs for the prevention of significant deterioration and for the
attainment of air quality standards in nonattainment areas.

To develop and adopt standards and plans necessary to implement
programs to control acid deposition and to regulate the use of sulfur
dioxide (SO2) allowances and nitrogen oxides (NOx) emissions in
accordance with Title IV and implementing regulations adopted by the
United States Environmental Protection Agency.

To develop and adopt standards and plans and to implement programs
to control emissions of oxides of nitrogen (NOx) and sulfur dioxide
(SO2) as provided in G.S. 143-215.107D.

To regulate the content of motor fuels, as defined in G.S. 119-16, to
require use of reformulated gasoline as the Commission determines
necessary, to implement the requirements of Title II and implementing
regulations adopted by the United States Environmental Protection
Agency, and to develop standards and plans to implement this
subdivision. Rules may authorize the use of marketable oxygen credits
for gasoline as provided in federal requirements.

Senate Bill 1078* SENATE BILL 1078* - Second
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(10) To develop and adopt standards and plans necessary to implement
requirements of the federal Clean Air Act and implementing
regulations adopted by the United States Environmental Protection
Agency.

(11) To develop and adopt economically feasible standards and plans
necessary to implement programs to control the emission of odors -
from animal operations, as defined in G.S. 143-215.10B.

(12) To develop and adopt a program of incentives to promote voluntary
reductions of emissions of air contaminants, including, but not limited
to, emissions banking and trading and credit for voluntary early
reduction of emissions.

(13) To develop and adopt rules governing the certification of persons who
inspect vehicle-mounted tanks used to transport motor fuel and to
require that inspection of these tanks be performed only by certified
personnel.

(14) To develop and adopt rules governing the sale and service of mobile
source exhaust emissions analyzers and to require that vendors of these
analyzers provide adequate surety to purchasers for the performance of
the vendor's contractual or other obligations related to the sale and
service of analyzers.

(b)  Criteria for Standards. — In developing air quality and emission control
standards, motor vehicle emissions standards, motor vehicle emissions inspection and
maintenance requirements, rules governing the content of motor fuels or requiring the
use of reformulated gasoline, and other standards and plans to improve ambient air
quality, the Commission shall consider varying local conditions and requirements and
may prescribe uniform standards and plans throughout the State or different standards
and plans for different counties or areas as may be necessary and appropriate to improve
ambient air quality in the State or within a particular county or area, achieve attainment
or preclude violations of state or national ambient air quality standards, meet other
federal requirements, or achieve the purposes of this Article and Article 21.

(¢)  Chapter 150B of the General Statutes governs the adoption and publication of
rules under this Article.

(d), (e) Repealed by Session Laws 1987, c. 827, s. 205.

(), - (g). Repealed by Session Laws 1995, c. 507, s. 27."

SECTION 2. Article 21B of Chapter 143 of the General Statutes is amended

by adding a new section to read:
"§ 143-215.107D. Emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2)
from certain coal-fired electric generating units.

The Environmental Management Commission shall adopt rules to implement G.S.
143-215.107(a)(8a) as provided in this section. For emissions of oxides of nitrogen
(NOx)., the Commission shall develop and adopt standards and plans and implement
programs to control emissions from coal-fired generating units, as those terms are
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_ defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition), that are owned

or operated by an investor-owned public utility, as defined in G.S. 62-3. and that have
the capacity to generate 25 or more megawatts of electricity so that no later than 1
January 2007 these units will collectively emit no more than 60.000 tons of oxides of
nitrogen (NOx) annually and no later than 1 January 2009 these units will collectively

emit no more than 56,000 tons of oxides of nitrogen (NOx) annually. For emissions of -

sulfur dioxide (SO2), the Commission shall develop and adopt standards and plans and
implement _programs to control emissions from coal-fired generating units, as those
terms are defined in 40 Code of Federal Regulations § 96.2 (1 July 2000 Edition), that
are owned or operated by an investor-owned public utility, as defined in G.S. 62-3. and
that have the capacity to generate 25 or more megawatts of electricity so that no later
than 1 January 2009 these units will collectively emit no more than 250,000 tons of
sulfur dioxide (SO2) annually and no later than 1 January 2013 these units will
collectively emit no more than 130,000 tons of sulfur dioxide (SO2) annually."
SECTION 3. Article 7 of Chapter 62 of the General Statutes is amended by
adding a new section to read:
"§ 62-133.6. Environmental compliance expenditure-recovery.

(a)  As used in this section, the term 'environmental compliance expenditures'
means only those expenditures incurred after 1 July 2001 by an electric utility to comply
with standards adopted pursuant to G.S. 143-215. 107D that exceed the expenditures
required to comply with the revisions to the State Implementation Plan (SIP) to reduce
emissions of oxides of nitrogen (NOx) pursuant to the final notice published by the
Administrator of the United States Environmental Protection Agency at 63 Federal
Register 57491 (27 October 1998) codified at 40 Code of Federal Regulations § 51.121
(1 July 2000 Edition).

(b) The Commission shall hold a hearing and shall allow each electric utility to
recover all just, reasonable, and prudently incurred environmental compliance
expenditures through an environmental compliance expenditure-recovery factor that is
separate from the electric utility's base rates.

(¢) The Commission shall set the environmental compliance expenditure-
recovery factor for each utility at least annually. The Commission shall base the
environmental compliance expenditure-recovery factor on projections of environmental
compliance expenditures for a future 12-month period. The Commission shall
incorporate _into the environmental compliance expenditure-recovery factor
determination the experienced under-recovery or over-recovery of the electric utility's
environmental compliance expenditures incurred during the previousl12-month period.
Anvy refund or collection made as part of this process shall include interest at a rate to be
determined by the Commission.

(d) The Commission shall adopt rules to implement this section."

SECTION 4. It is the intent of the General Assembly that the State use all
available resources and means, including negotiation, participation in interstate
compacts and multistate and interagency agreements, and litigation to induce other

Page 4 Senate Bill 1078* SENATE BILL 1078* - Second
Edition




——
SO 00~ VN bW —

O SO O VS IS I DS IR S I USSR DS R UV I USRS I 6 I (O I (N6 I 6 T (0 T (5 i (N5 T (N6 T (N T (N B e e e e
N —= OV WUDNIBWN—=LODOUWOITAWMAWNFRAR OO WV A WK —

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 2001

states and entities, including the Tennessee Valley Authority, to achieve reductions in
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) comparable to those
required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.
143-215.107D, as enacted by Section 2 of this act, on a comparable schedule. The State
shall give particular attention to those states and other entities whose emissions
negatively impact air quality in North Carolina or whose failure to achieve comparable -
reductions would place the economy of North Carolina at a competitive disadvantage.

SECTION 5. The Environmental Management Commission shall study the
desirability of requiring and the feasibility of obtaining reductions in emissions of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) beyond those required by G.S.
143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S. 143-215.107D, as
enacted by Section 2 of this act. The Environmental Management Commission shall
consider the availability of emissions reduction technologies, increased cost to
consumers of electric power, reliability of electric power supply, actions to reduce
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) taken by states and
other entities whose emissions negatively impact air quality in North Carolina or whose
failure to achieve comparable reductions would place the economy of North Carolina at
a competitive disadvantage, and the effects that these reductions would have on public
health, the environment, and natural resources, including visibility. In its conduct of
this study, the Environmental Management Commission may consult with the Utilities
Commission and the Public Staff. The Environmental Management Commission shall
report its findings and recommendations to the General Assembly and the
Environmental Review Commission annually beginning 1 September 2004.

SECTION 6. The General Assembly anticipates that measures implemented
to achieve the reductions in emissions of oxides of nitrogen (NOx) and sulfur dioxide
(SO2) required by G.S. 143-215.107(a)(8a), as enacted by Section 1 of this act, and G.S.
143-215.107D, as enacted by Section 2 of this act, will also result in significant

~ reductions in the emissions of mercury from coal-fired generating units. The Division

of Air Quality of the Department of Environment and Natural Resources shall study
issues related to monitoring emissions of mercury and the development and
implementation of standards and plans to implement programs to control emissions of
mercury from coal-fired generating units. The Division shall evaluate available control
technologies and shall estimate the benefits and costs of alternative strategies to reduce
emissions of mercury. The Division shall annually report on its interim findings and
recommendations to the Environmental Management Commission and the
Environmental Review Commission beginning 1 March 2002. The Division shall report
its final findings and recommendations to the Environmental Management Commission
and the Environmental Review Commission no later than 1 March 2005.

SECTION 7. The Division of Air Quality of the Department of Environment
and Natural Resources shall study issues related to the development and implementation
of standards and plans to implement programs to control emissions of carbon dioxide
from coal-fired generating units and other stationary sources of air pollution. The
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Division shall evaluate available control technologies and shall estimate the benefits and

costs of alternative strategies to reduce emissions of carbon dioxide. The Division shall

report its findings and recommendations to the Environmental Management

Commission and the Environmental Review Commission no later than 1 March 2002.
SECTION 8. This act is effective when it becomes law.
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2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Smith (Chair) for the Committee on Public Utilities.

[[] Committee Substitute for

S.J.R. 1101 A JOINT RESOLUTION PROVIDING FOR THE CONFIRMATION OF THE
APPOINTMENTS OF JAMES YANCEY KERR, I AND MICHAEL SATTERFIELD
WILKINS TO MEMBERSHIP ON THE NORTH CAROLINA UTILITIES COMMISSION
AND THE APPOINTMENT OF ROBERT P. GRUBER AS EXECUTIVE DIRECTOR OF
THE PUBLIC STAFF OF THE NORTH CAROLINA UTILITIES COMMISSION.

X With a favorable report.

(] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [_] .

[] With a favorable report, as amended.

[J with a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations [ ] Finance (] -~ [

(] With a favorable report as to committee substitute bill (# ), L] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

[] With a favorable report as to House committee substitute bill (# ), L1 which changes
the title, unfavorable as to Senate committee substitute bill.-

| [J With an unfavorable report.
[] with recommendation that the House concur.
[0 With recommendation that the House do not concur.
-[[] With recommendation that the House do not concur; request conferees.
O With recommendation that the House concur; committee believes bill to be material.
| [] With an uhfavorable report, with a Minority Report attached.
[ without pfejudice.
[] With an indefinite postponement report.
; [[] With an indefinite postponement i'eport, with a Minority Report attached.

. [0 With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
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2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Smith (Chair) for the Committee on Public Utilities.

X Committee Substitute for Ao pro¥

S.B. 432 A BILL TO BE ENTITLED AN ACT TO ALLOWAWATER CORPORATIONS
TO JOIN CERTAIN WATER AND SEWER AUTHORITIES AND CONCERNING THE
RIGHT OF SUBSEQUENTLY JOINING MUNICIPALITIES TO HAVE VOTING
MEMBERSHIP.

[ With a favorable report.

[J With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [] 1.

(] with a favorable report, as amended.

A}

[] with a favorable report, as amended, and recommendation that the bill be re-referred to the

Committee on Appropriations [_] Finance [] Cl.

(] With a favorable report as to committee substitute bill (# ), (] which changes the title,
unfavorable as to (original bill) (Committee Substitute Bill # ), (and recommendation
that the committee substitute bill # ) be re-referred to the Committee on )

DX With a favorable report as to House committee substitute bill), [X] which changes the title,
unfavorable as to Senate committee substitute bill.

[] With an unfavorable report.

[ with recommendation that the House concur.

[J With recommendation that the House do not concur.

[J With recommendation that the House do not concur; request conferees.

] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

(] Without prejudice.

[[] With an indefinite postponement report.

[] With an indefinite postponement report, with a Minority Report attached.

[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/15/01



May 28, 2001

North Carolina House

Public Utilities Committee

Reference: Clean Smokestacks Bill #1015

Statement for Committee Consideration: By Bob Blankenship
PO Box 525, Cherokee, NC 28719. Phone: 828-497-9709

Mr. Chairman:

My name is Bob Blankenship. I grew up and continue to reside on the Cherokee Indian
Reservation in Western North Carolina. My education consists of High School,
Cherokee Indian School; BS Industrial Arts, NC State University; MBA, Western
Carolina University. I am a retired Colonel from the United States Army Reserve. My
occupation for the past many years has been as a farmer/ businessman. My farming
activities were devoted to Christmas trees and Trout farming. My commercial
developments include a large restaurant complex in downtown Cherokee, a restored log
home rental complex, and a recreation vehicle park for annual renters. I have published
five books on Cherokee genealogy which are sold nationwide and operate a genealogy
research service. I am serving my fourth two year elected term on the Tribal Council,
Eastern Band of Cherokee Indians.

My childhood was spent in the most remote section of our Reservation, in a Township
called Big Cove. Big Cove is at the extreme northern portion of the Reservation, and
abuts the Great Smoky Mountains National Park on the Raven Fork River.

Big Cove is important to my story as that is where it started and where it will end. In the
1950’s, life was not easy in Big Cove. No one even had electricity in their homes. One
was lucky to find a job making $2.00 per day. I did the best I could and made a little
money selling spring lizards to a fishing bait shop, duck eggs to my neighbors, and even
set up a candy store in my Mother’s living room.

In the early 50’s my Mom and Dad had displayed a farm exhibit for a couple years at the
State Fair. It was quite the talk of the Reservation the year they won first place. It was
here that they became aware of NC State College. Even though I had gotten married in
the 12" grade, they thought I should attend NC State. In 1956, with my wife and no
money I came to Raleigh. We lived in the low rent housing project down here at Halifax
Court and I worked a full time night job as an orderly over at Dix Hill. In 1960, I
graduated from NC State, left there with a commission as a Second Lieutenant in the US
Army and with my wife and by now, four kids, one for each year that I had been in
college.

The subject before this committee today is of extreme importance to the people of North
Carolina. The decisions you make will have a direct bearing on the health of the people,



the health of our forests, the health of our wildlife, and the health of our economic well
being.

I know that by now you have heard from people a lot more knowledgeable than I in the
scientific reasons for all these problems we are having as a result of sulfur dioxide and
nitrogen oxide emissions, as well as ground level ozone. I'hope that you have heard from
Dr. Bruck over at NC State. He certainly ought to be heard by this committee. He is also
featured in the documentary of Walter Cronkite “The Search for Clean Air”. I would also
refer you to the report of “The Year of the Mountains Commission”, chaired by Hugh
Morton at the request of Governor Jim Hunt.

I can tell you of my personal experience with these deadly toxins, that I simply call “Acid
Rain”. Our country has been in self denial for a long time. Our federal and state agencies
along with private industry have just refused to accept the fact that we have a big problem
on our hands. I often wondered what some of these people would say, if they could spend
one rainy night with me at my trout farm, watching my fish die. I probably have more
experience than anyone in this country watching Rainbow Trout die in river water
swollen with Acid Rainwater.

The first time I ever heard the word Acid Rain was in the early 70’s. I was working as the
Tribal Planner for the Eastern Band of Cherokee Indians. Carl Lambert an elder Tribal
Member and Tribal Historian came into my office and was very concerned about an
article that he had read stating that there was some sort of acid in our rain-water . He said
it can harm your health and it will even eat the paint off your car. He was concerned that
this could be a real problem for us.

In 1980, I decided to go into Rainbow Trout farming in my home community of Big
Cove. I obtained financing through the Farmers Home Administration and constructed a
large trout farm and processing plant, with the capability of growing and processing
500,000 Ibs of trout per year. While still under construction, in April of 1981, I had my
second warning about this thing called Acid Rain. John Boaze, a US Fish and Wildlife
Official assigned as an advisor to the Tribe’s fishing program, came to me and said that,
the night before, the Tribe had lost a substantial amount of fish in their holding ponds, as
a result of Acid Rain. This facility was only ¥2 mile below the farm I was constructing
and received its water from the same Raven Fork River. I told Boaze there was not any
such thing as Acid Rain, and I remembered being skeptical of Mr. Lambert’s story several
years before.

About three weeks after the Tribe’s so called Acid Rain kill, I moved my first batch of
fish into a completed section of our new farm. We were so happy to see the fish doing so
well and thriving in the clean, clear water from the Raven Fork river.

In late May 1981, my wife and I where having dinner at a restaurant in Cherokee with
another old time trout farmer, Willard Woody and his wife. It had been raining rather
heavily during the day on that Friday. During the course of our meal, I received a call



from my resident manager. He informed me that the fish were acting very strange. Mr.
Woody went with me to the farm and we witnessed the fish hugging the side of the
concrete raceways, riding high in the water, and gathering at the tail screens. Mr. Woody
informed me that he had seen his fish act that way after rains falling while there was snow
on the ground on his watershed.

Latter during the night the fish started to die. I got Mr. Boaze to come out. He checked
the PH and told me to go get some lime and start throwing it in the water. We threw lime
all night long and still lost 8,000 Ib. of the very first batch of fish to be brought to
Cherokee Trout Farms.

This was the start of a long education process for me that lasted 18 years. Since that kill,
we have had many other kills. The largest kill being 40,000 Ib. During this kill, we were
using a very labor intensive liming system that I had built. It included a concrete tank and
pump. Every 45 minutes we had to put in three bags of lime and stir it by hand. It was
tiring to say the least. My manager thought the acid problem was over and called me
stating that he was turning the pump off at 3 am and was going to bed. When I arrived
the next morning, it was obvious the acid problem was not over. The whole farms was on
the verge of being wiped out. The water was so acid that the fish in the fee fishing ponds
were jumping out of the water on to the banks of the dirt ponds.

I wrote ever congressman, senator, and agency I knew to write. I wrote the National Park
Service because the raven fork river flowed out of the Park. I wrote the Dept. of Interior,
EPA, and TVA. EPA wrote back and said that my fish kills were probably associated
with something in the soil and not Acid Rain. They also stated that, according to their
fish expert, I was too far south to successfully grow Rainbow Trout. North Carolina, at
the time, was in the record books as being the second largest producer of Rainbow Trout.
Only Idaho grew more trout.

The Tennessee Valley Authority decided that they were going to study the situation. I
had been pointing some fingers in the direction of their tall smoke stacks over the
mountains to the west in Kinston, TN. So they set up headquarters just to the north of my
farm and spent several months of the fox guarding the hen house type of studies. They
concluded that the small fingerlings from my trout farm did not die when they

artificially lowered the pH of their water. If they had been watching closely, they would
have noted that that same size fish also was able to survive in my farm during acid events.
Somehow they all crowded together on the bottom of the raceway at the point the walls
met the floor. They never performed the same test on the size of fish that died during
acid events. 10 to the LB fish and up where always the hardest hit.

During their investigation, TVA recorded the river on one occasion running at a PH of
3.8. Because the rainfall recorded during that event averaged 4.0 they reasoned that my
problems were associated with the soils on the water shed and not Acid Rain. It was
found that what little soil is left on this water shed, it is mostly granite rock, registers a



PH of 4.0. So when the rain comes down at 4.0, there is nothing up in the water shed to
buffer it. Most other trout farmers have higher PH soils on their water shed.

After the TVA study was over, Bob Scott of the Asheville Citizen interviewed the
manager of the project. His article was head lined “Acid Rain No Problem for Rainbow
Trout”. He went on to say that according to TVA that the fish kills at Cherokee Trout
Farms where caused by normal, natural rainfall leaching through the decaying leaves and
soils on our water shed. I was most upset at this conclusion of TVA and gave the
manager a call. Iasked him what was the PH of the rain fall they found in their study.
He said oh from 4.0-4.2. I asked, “is that acid or not”? He replied, oh that is very acid. I
said, “the next time a reporter interviews you about this study, how about telling them
that you discovered that the rainfall was acid and don’t report it as normal or natural rain
fall”. “They misquoted me”, he said. I don’t think so. TVA has been misquoting Acid
Rain problems for a long time.

The only thing that permitted me to keep operating my trout farm was that, after many
different innovations, I finally hit on a system to maintain the PH during heavy rains.
This was a monitoring and pump system using sodium hydroxide instead of lime. Not
labor intensive, but it had to be properly calibrated and watched for any malfunctions.
This was a life saver for us.

About two years ago, I leased my trout farm to another trout farmer. This past January, I
received a call from the on site manager stating that the owner was out of town, and that
he was having a heck of a time trying to control the PH. The equipment didn’t appear to
be working right and the fish were all stressed out. I went to the farm and saw
immediately that the equipment had malfunctioned and he had no way of telling whether
the PH was low or whether he had pumped two much sodium hydroxide and got it two
high.

I went to my cabin in Big Cove and got my swimming pool chemical test kit. By setting a
continuous small flow of sodium hydroxide and checking every 30 minutes with the pool
kit, we were able to keep the water in some sort of balance until the river recovered from
its very acid condition. Luckily, the farm got away with only a 11,000 Ib loss.

Mr. Chairman, I would say that over the 18 year period that I personally operated
Cherokee Trout Farms, I lost over 500,000 1bs of Rainbow Trout with a value of over
$800,000.00. But, that is not all one on a trout farm looses during an acid kill. During an
acid event, feeding of the fish must stop for an average of 3 days. So we loose three days
of growth at the rate of 1500 Ibs per day. This 4500 Ibs of lost production is valued at
$5600.00 per event. At the rate of 8 acid events per year, we have an annual loss of
$45,000.00 just from lack of production. In the event of a kill we have extreme wear and
tear on our personnel. They have to work day and night to clean up the mess and at the
same time process orders for our customers. It is a tremendous interruption of our
normal operations and is not a pleasant time to be around the farm.
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The losses at my trout farms from acid rain amounted to around $90,000.00 per year over
the 18 year period. This is a heavy loss for a firm that was only generating $800,000.00-
$1,000,000.00 per year in sales. My annual electric bill at the farm was somewhere
around $9,000.00 per year. I would have rather paid a much higher electric bill in order
not to deal with acid rain. In addition to not having the economic loss, the stress on my
employees, my family, and myself would have been greatly reduced. We had to worry
about every weather front that came through and how much rain we where going to get
out of it. My family and I could not even be out of town without watching the weather
forecasts. If an acid event happened while we were out of town, it caused us great
concern not knowing exactly what was going on with the fish and the acid control system.

A few years ago, Mr. Hugh Morton of Grandfather Mountain spoke to us at the annual
meeting of the Cherokee Historical Association. For the first time, I saw someone
publicly pointing out the damages from Acid Rain, other than myself. Mr. Morton
showed us all the trees dying up on Mt. Mitchell. I am sure that you have by now seen
the same presentation. After the meeting, I introduced myself to Mr. Morton and related
to him all the problems I had been having with my fish due to Acid Rain. Now, as I drive
along the Blue Ridge Parkway from Cherokee to Soco Gap I see the White Pine trees
right along the road dead. I understand that all the White Pine trees will die in the
mountains due to some insect or disease, just like the Chestnut tree did. What a mess
and loss to our people this is going to be. When I see these dead trees, I think back to
Hugh Morton being confronted with opposition saying that the dying trees on Mt.
Mitchell where the result of the Balsam Woolly Aphid and not Acid Rain or ground level
ozone. It makes me wonder how much the White Pine trees have been weakened,
damaged, or killed by Acid Rain. How many other trees and plants are being killed by
acid rain. Can you imagine what would happen to our wild life if the acorn bearing Oak
tree where to be wiped out. It disturbs me that I see other variety of trees dying in rapid
order along the Raven Fork river in Big Cove. In my RV park, it appears that the water
loving Sycamore will all be dead within a couple years. I wonder if they just don’t like
the acid water anymore. I see Hemlock dying along the river but not on the mountains. I
wonder is this acid water related.

Mr. Chairman, the question is, “Can we afford the cost it is going to take to clean up this
mess”? My answer, Mr. Chairman, is that we can not afford not to clean up this mess.
We can wait no longer. We must invest whatever it takes. Our plant life, our wildlife,
and our people’s health are counting on us to do what is right.

Mr. Chairman, we can not afford to loose anymore of our trees. We must stop the
damage from Acid Rain before the Great Smoky Mountains turn into the Great Eastern
Rocky Mountains. Please recommend approval of this Bill. The people will thank you.
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I'm a full time commercial fisherman. I reside in ....I $pend-X day:
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year. In the last decade, I’ve seen a growing concern over mercury pollution in our

the water each
coastal waters.

Today, I’d like to talk about how S 1078 can help benefit the fisheries industry....
There are a few things experts tell us about mercury contamination:

e Power plants contribute 65% of the mercury emissions in the state; they are the
largest industrial source of mercury emissions in the state and the nation,

according the NC DENR and EPA.

e Mercury is dangerous in very small quantities: Less than a teaspoon of mercury |
can poison a 25-acre lake to the point where the fish are considered unsafe to eat
by the FDA. The National Academy of Sciences and others say mercury

poisioning can lead to neurological disorder in newborns.

e NCDHHS has issued advisories in 13 different counties in Eastern North Carolina
waters that advise women, children, and sometimes even normal healthy adults

AGAINST eating certain fish like largemouth bass and bowfin. The NCDHHS



‘ and FDA also recommends that certain populations avoid eating any king

mackerel that’s caught off the Atlantic Coast.
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These facts concern me greatly. They also don’t bode well for the long-term health of

commercial fishing in North Carolina.
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Even more, fishing is an important part of life in Eastern NC. [Personalize this section,

oy™” . o .
. L/ 7/ ' talk about what it means to be a fisherman, how it is perceived in the community, etc].

If people are going continue to buy fish, they have to have the confidence that the fish for
sale is safe for them to eat in the short term. Furthermore, we in the business need to
have the confidence that we’re going to have a supply of healthy fish to sell to folks for

years down the road.

So, if NCDHHS is telling folks that fish isn’t safe to eat in Eastern North Carolina, that
obviously affects my business in the short term. For example, the real and perceived
threat from flooding from Hurricane Floyd, Dennis, and Irene in 1999 played a roll in
causing commercial fishing sales to dip below the 100 million dollar mark that year—the

first time in 5 years.



In the long term, we need to figure out how to limit mercury emissions so folks won’t be
worried about the health of the fish they’re eating. AND we need to limit mercury
emissions so that we in the fisheries business will have the confidence that we can be
around for a long time. There’s no reason why fishing can’t continue to be a mainstay of

Eastern NC’s economy.

I’ve been told that S 1078 could reduce mercury emissions from power plants by as much
as 66%. Clearly, these reductions will be critical for long-term well-being of commercial
fishing in North Carolina and the long-term health of the fish we depend on for our

livelihood.

For the protection of public health, the environment, and the commercial fishing industry,

we need to start reducing mercury pollution now. Please support S 1078....
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Avram Friedman, Statement Before The Public Utilities Committee 5/29/01
Chairman Smith and members of the committee, thank you for giving me this opportunity to speak to you on

iehalf of the Canary Coalition.

ou may not know anything about the Canary Coalition, so I’d like to explain who we are what we’re doing.
The organization derives its name from the canaries that were used in coal mines to warn miners when a pocket
of lethal gas was uncovered and the air became dangerous to breath  When the canary died, they knew it was
time to evacuate the mine. The Canary Coalition organizes public educational forums and advocates for
governmental policies that would improve air quality. People join the Canary Coalition because they feel as if,
by breathing the dense air pollution, they are as a canaries in a coal mine, and they want to join in a concerted
effort by the community to bring clean air back to intensely polluted areas of our state.

You may believe that an organization like the Canary Coalition would have little support in the mainstream
community. I can dispel that misconception quickly. Our membership consists of businesses, doctors,
religious leaders, local government officials, and many other individuals.

This is a copy of the minutes of the March 20™ meeting of the Jackson County Board of Commissioners in
which they voted unanimously to support the efforts of the Canary Coalition.

This is a copy of a letter of gratitude to the Canary Coalition for its activities from the Jackson County
Economic Development Commission.

These are copies of resolutions initially offered by the Canary Coalition and passed unanimously by the
Commissioners in Haywood , Swain and Jackson counties, and the town of Sylva, urging all state legislators to
vote for HB 1015, and SB 1078, or the Clean Smokestacks Bill now before you.

spaper that has been published since 1926.  The headline reads, The Canary Coalition Deserves Our
pport. It begins, “With the advent of the Canary Coalition, Jackson County and Western North Carolina
have a local advocate for cleaner air, a concern mentioned at every Smart Growth meeting held so far. Qur
region is experiencing serious problems that can be traced directly to air quality. WNC has soaring incidences
of child asthma attacks and other pulmonary diseases that can be linked to ground level ozone and particulate
matter inhalation. We’d like to add our own written endorsement to those the Canary Coalition has already
received. Groups like the Chamber of Commerce, Travel and Tourism Authority and Sylva Partners in’
Renewal have all lined up behind the grassroots clean air movement, and they are right to do so. People in
other regions don’t realize the gravity of the problem in WNC.”
Chairman Smith and members of the committee, we have a real problem. The lungs and respiratory systems
of our children and our elders are being damaged. And ozone and particulate sulfur dioxide are not so good for
the rest of us either. Those aren’t vitamins coming out of the smokestacks of the fourteen coal-fired power
plants in North Carolina. Our trees are dying. Our economy is harmed by air pollution. When someone who
owns his or her own business, or an employee, has to stay home from work because a child couldn’t go to
school due to an asthma attack, that hurts. It’s bad for business. And this is not an uncommon occurrence in
western North Carolina.
There is no reasonable excuse for continuing to treat people as canaries are treated in coal mines. People’s
health cannot be knowingly sacrificed for the sake of saving money for certain industries.
We who feel as if we are being treated as canaries in a coal mine want and expect our state government to do
what is necessary to begin solving this problem. To protect the people who are suffering from the affects of the
air quality crisis in this state. You know, sometimes canaries wear suits and ties. Sometimes they even get
elected to public office. They have vulnerable children and elders to protect. We want you Chairman Smith
members of this committee to vote the Clean Smokestacks Bill out of this committee intact, in this session,
ere‘ it can be voted on by the full House and signed by the Governor. We can’t wait for another session.
hank you.
3

i: is the editorial of the March 1% issue of the Sylva Herald, the conservative local Jackson County
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MINUTES OF THE REGULAR MEETING
OF THE JACKSON COUNTY
BOARD OF COMMISSIONERS
HELD ON
MARCH 20, 2001

The Jackson County Board of Commissioners met in a Regular Session on
Tuesday, March 20, 2001 at 7:00 p.m. in the Boardroom, Justice & Administration
Building, 401 Grindstaff Cove Road, :Sylva, North Carolina.

Present: Jay A. Denton, Chairman
Stacy Buchanan, Commissioner
Conrad Burrell, Commissioner
Roberta Crawford, Commissioner
Diane Sherrill, Alternate Attorney
Darlene Fox, Clerk to the Board

Absent: Franz Whitmire, Commissioner
‘ : Raymond Large, County Attorney

T

Chairman Denton recommended adding item 17-Fire Department Radio
Committee and item 18-Audit Report FY 1999-2000 and Closed Session pursuant to G:S.
143-318.11(a)(5) Real Property. Chairman Denton moved to approve the amended -
Agenda. Motion carried by unanimous vote. -

MINUTES: Commissioner Buchanan moved to approve the Minutes of the Bid
Opening of March 1, 2001, the Regular Meeting of March 1, 2001, the Special Meeting
of March 2, 2001, the Bid Opening of March 6, 2001, the Bid Openings of March 8,
2001, and the Bid Opening of March 15, 2001. Motion carried by unanimous vote.

INFORMAL COMMENTS BY THE PUBLIC: None

ADMINISTRATIVE REPORTS

(1) CHAIRMAN’S REPORT: Chairman Denton reported that on April 2,
2001 the Webster Postmaster will hold a ceremony on Diabetes Awareness. Denton will
- — —-—be proclaiming the week of April 2-7 as Diabetes Awareness Week. S
Areas have been identified to make cuts for the budget shortfall. Departments
. will be notified of the reductions.
Details are being worked out on the C&D transfer station. :
Denton reported bids were received and rejected for the Scotts Creek School
furniture. The bids did not contain bid deposits. Only two bids were received for the
----- S Library furniture. Both will be re-bid on April 2, 2001 at 2:00 p.m.




Kevin Jamison has reported to work as the GIS Technician. Denton encouraged

‘the Board members to go by the Land Records Office to view the touch screen for GIS.

(2) FEBRUARY TAX COLLECTION REPORT: Commissioner Burrell
moved to approve the February Tax Collection Report. Motion carried by unanimous
vote.

(3) FEBRUARY FINANCIAL REPORT: Commissioner Burrell moved to
approve the February Financial Report. Motion carried by unanimous vote.

(4) TELEWORKING UPDATE: Bob Cochran presented on update on the
Teleworking Pilot Project. The program was initiated on December 18, 2000. Cochran
is pleased with the progress and amount of work being done. It has improved
productivity and is working for both participants. He expressed appreciation to the Board
for their support of the pilot project.

UNFINISHED BUSINESS

(5) APPOINTMENTS: (a) Board of Equalization and Review - Commissioner
Buchanan moved to appoint Tom Crites, Arlie Moss, Richard Wilson, Gail Cooper and
Rogers Shelton for a one year term to the Board of Equalization and Review. Motion
carried by unanimous vote.

(b) Region A Aging Advisory Council - Chairman Denton moved to table the
appointment for the Region A Aging Advisory Council. Motion carried by unanimous
vote.

(6) CANARY COALITION: Chairman Denton moved to make a motion in
support of the Canary Coalition’s efforts to bring clean air to the Smoky Mountain
region. Motion carried by unanimous vote.

(7) SMH GYM BLEACHERS AND STEAM PIPES: Commissioner
Buchanan moved to award the bid for new motorized bleachers to Quality Floor Service,
Inc. at $95,850 and to Brevard Electric at $5,620, for a total of $101,470. Motion carried
with Chairman Denton voting nay.

Clarence Hubbell presented an overview of the steam piping replacement project.
He went over the scope and recommended that Cort work up bid specifications to replace
all piping in the boiler room, gymnasium, locker rooms, the main pipe tunnel from the
boiler room to the Chemistry/Art room addition, the Band Room, and the shop classrooms
at the end of A building. '

NEW BUSINESS

(8) JAIL PROJECT ORDINANCE AMENDMENT: Commissioner
Buchanan moved to approve the jail project ordinance amendment and the budget
ordinance amendment. Motion carried by unanimous vote.

Nos



'(9)_ CRIMINAL JUSTICE PARTNERSHIP PROGRAM GRANT:
Commissioner Burrell moved to approve the Criminal Justice Partnership Program Grant
in the amount of $54,968. Motion carried by unanirnous vote.

(10) HOOPER HOUSE FOUNDATION GRANT: Commissioner Buchanan
moved to adopt the resolution and accept the enhancement grant for the Hooper House in
the amount of $113,054 contingent upon an agreement to collaterally contract with the
Hooper House Foundation to indemnify and protect the County and to authorize Chairman
Denton to sign said agreement. Motion carried by unanimous vote.

(11) VOTING MACHINE LEASE: Chairman Denton moved to suspend the
rules and delete item 11. Motion carried by unanimous vote.

(12) AWARD OF BID-JAIL "P.ROJECT: Commissioner Buchanan moved to
award the following contracts for the jail project:

General Construction H&M Constructors $3,278,000
Plumbing Price & Price 348,000
. HVAC Interstate Mechanical 423 264
Electrical M.B. Haynes . 913,000

Motion carried by unanimous vote.

Chairman Denton moved to suspend the rules and moved item 17 forward.
Motion carried by unanimous vote.

(17) FIRE DEPARTMENT RADIO COMMITTEE: Darrell Woodard
requested the contract for the fire radio system be awarded to Western Carolina
Communication. The radio committee felt the service provided by Western Carolina
Communication should be considered. They also felt Whitley’s bid did not meet the
specifications and was vague. Woodard asked the references be checked on each
company. He questioned the legality of the letter presented by Whitley’s
Communication.

(13) AWARD OF BID-RADIO SYSTEM: Commissioner Buchanan moved
to table the award of bids to allow legal counsel to review and make a recommendation at
the next meeting. Motion carried with Commissioner Buchanan voting nay.

(14) AWARD OF BID-TOWER: " ‘ Upon-the recommendation of Mike Ensley,
Commissioner Buchanan moved to award the bid for a Robn 55G tower to Whitley’s
Communication at §3,795. Motion carried with Commissioner Crawford voting nay.

(15) AWARD OF BID-JAIL FURNITURE: Upon the recommendation of
Andy Evans of Barge, Waggoner Sumner & Cannon, Inc., Commissioner Burrell moved
to award the bid to Klingman Williams at $78,322.27. Motion carried by unanimous
vote. '




(16) AWARD OF BID-GROUNDS BUILDING: Commissioner Buchanan
moved to reject all bids for the grounds maintenance building and to allow the grounds
department to occupy the Western Builders building. Motion carried by unanimous vote.

(18) AUDIT REPORT-FY ENDING JUNE 30, 2000: = Commissioner
Burrell moved to accept the audit report for the fiscal year ending June 30, 2000. Motion
carried by unanimous vote.

Chairman Denton moved that the Board go into Closed Session pursuant to G.S.
143-318.11(a)(6) Personnel-and G.S. 143-318.11(a)(5) Property. Motion carried by
unanimous vote.

Chairman Denton called the (i)‘pen Session back to order and stated that the closed
session for personnel was for the evaluation of the County Manager at the request of the

County Manager. No action was taken during the Closed Session.

There being no further business, Commissioner Burrell moved the meeting be
adjourned. Motion carried by unanimous vote.

Attested by: Approved:

Darlene Fox, Clerk Jay A. Denton, Chairman



OFFICE OF
COMMISSIONERS OF JACKSON COUNTY

!OARD OF COMMISSIONERS

" JAY DENTON, Chairman and County Manager
STACY BUCHANAN, Vice Chairman
CONRAD BURRELL
ROBERTA CRAWFORD
FRANZ WHITMIRE

401 GRINDSTAFF COVE ROAD
SYLVA, NORTH CAROLINA 28779
(828) 586-7580

FAX (828) 586-7528

E-Mail: JacksonCoMgr@southwest.cc.nc.us

May 25, 2001

On May 20, 2001, the Jackson County Board of Commissioners, in a regular scheduled

meeting, voted unanimously to support the Canary Coalition’s efforts to bring clean air
back to the Smoky Mountains region.

‘ y enton, Chairman

AN EQUAL OPPORTUNITY / AFFIRMATIVE ACTION EMPLOYER



ECONOMIC DEVELOPMENT

COMMISSION of JACKSON COUNTY
P. O. Box 761

Sylva, NC 28779
Tel: (828) 227-7059

Fax: (828) 227-7422
meclure@wen.edu
Offtcers
Thomas MeClure, Chalrman
Mark Leonard, Vice Chalrman
Wendy Cagle, Treasarer
CONFIDENTIAL
May 24, 2001
Avram Friedman
Canary Coalition
PO Box 653
Dillsboro, NC 28725
Dear Avram,

The Economic Development Commission of Jackson County appreciates the Canary
Coalition’s efforts to improve air quality in Jackson County and Western North Carolina.
The commission shares your concems and interest in improving the air quality that is
essential for the health and welfare of our citizens, '

We encourage your good work in getting the word out on this important issue.

Sincerely,

J/\m 7}’%{4‘/@

Tom McClure



A Resolution Coacanliag the
North Carolina Clean Smokestack Act By
The Board of Commissioners of Jackson County, North Caroling

Whereas coal will be an important source of energy for North Carolina for years to come;
and

Whereas North Carolina power plants bum 32 million tons of coal every year and are the
state’s single largest point sources of air pollution; and

Whereas particulate matter, a smokestack pollutant, is responsible for 1800 premature
deaths in North Carolina annually; and

Whereas power plants are primarily responsible for haze that has degraded visibility by
~ 80% during the summer in the North Carolina mountains; and

Whereas the Great Smoky Mountains National Park is now considered the most polluted
national park in America because of air pollution, and

Whereas ozone, a power plant pollutant, is responsible for crop damages well over $175
million dollars annually; and

Whereas North Carolina’s fresh and saltwater fisheries are being seriously contaminated by
- mercury, making several species of fish too poisonious to cat; and

Whereas technologies are available which can reduce nitrogen oxide, sulfur dioxide, and
" mercury pollution from power plants by more than 80% while increasing utility
costs 5% or less; and

Whereas adoption of strong clean air legislation would allow North Carolina to take lcgal
action against other states whose pollution |mpacts North Carolina,

Therefore Be It Resolved Thot

in or_der to protect public health, promote a vibrant economy, and conserve our natural
environment, the Jackeso~ County Basd of Commission-z SUpports the standards
recommended by the North Carolina Clean Air Coalition in the passage and
implementation of a North Carolina Clean Smokestacks Act. We urge all legislators
from the mountains and across the state to actively support and vote in favor of this
critical legislation.

Adopted this _IS'  day of March 2001

Address 4¢1 G'r.m!;%ﬂ___ Ceye -R“‘ S‘;U‘ N oo e et e s
Phone . £28-584 o o email jude-bon @ jckiirnc ary, -




A Resolution Concerning the

North Carolina Clean Smokestack Act By
The Town of Sylva, North Carolina

. Whereas coal will be an important source of energy for North Carolina for years to come;
and

Whereas North Carolina power plants burn 32 million tons of coal every year and are the
state’s single largest point sources of air pollution; and

Whereas patticulate matter, a smokestack pollutant, is responsible for 1800 premature
deaths in North Carolina annually; and

Whereas power plants are primarily responsible for haze that has degraded visibility by
80% during the summer in the North Carolina iountains; and

Whereas the Great Smoky Mountains National Park is now considered the most polluted
national park in America because of air pollution, and-

Whereas ozone, a power plant pollutant, is responsible for crop damages well over $175
million dollars annually; and

Whereas North Carolina’s fresh and saltwater fisheries are being seriously contaminated by
mercury, making several species of fish too poisonous to eat; and

Whereas technologies are available which can reduce nitrogen oxide, sulfur dioxide, and
mercury pollution from power plants by more than 80% while increasing utility
costs 5% or less; and -

Whereas adoption of strong clean air legislation would allow North Carolina to take legal
' action against other states whose pollution impacts North Carolina,

Therefore Be It Resolved That

in order to protect public health, promote a vibrant economy, and conserve our natural
environment, the 72w~ o SvevA  supports the standards
recommended by the North Carolina Clean Air Coalition in the passage and
implementation of a North Carolina Clean Smokestacks Act. We urge all legislators
from the mountains and across the state to actively support and vote in favor of this
critical legislation,

Adopted this S 20> dayof _ Aresc 2001
| Signed é«w( 7 Qv

‘dress I3 Aeten 7. . Sveda, NE 28929
Phone, os¥é6-272/9_ . . _emal

o
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WHEREAS, wany of e el citizens are concerned about the deteriortion of air quality in
the wenntaias heth from a heanith and aesthetic stavdpoint;, and

WHEREAS. vinous  environmenial groups have requested the unposition of standards
revarmendaed by the North Caaroling Clean Air Coualition, and

WHERFAS, ofl fily (30) members of the North Carolina Senate signed a letter to President
tearee W Sush, a copy of which is attached hereto as Exhibit A, urging that
strunge mieasures be pot in place w0 reduce nitrogen oxide and suitne dioxide
mrssions fiem eoal-tired TVA power plants. such sources heing the primary
calpiit ievolved with the deterioration of wountain air yuality: and

WHEREAN, dithoigh the TVA plants are the primary culprit and North Carolina coal-tired
‘ ravver plaats Bave itk impact on the guality of mountain air. all interested
e agree that North Carolina should adopt strong clean air standard as a pre-

st 1 reguiring simitar standards from neighboring states; and

WHEREAS. Scnute Bili 1078 sponsored by Senator Steve Metealf of Buncombe County is
suppoeted by the Haywood delegation to the Senare and is not opposed by the
vestar -owned atifities, will eeyuire reductions in SO; and NO, cmissions that
will b the most stringeut in the country: and

WHEREAN. House Bill i015 cowsponsored by Representative Martin Nesbitt of Runcombe
Cowniy and Representative Phil Haire of Juckson County, is identical to Senate
S 1078, aind is also supported by the catire Havwood County delegation: and

WIEREAS, the Nurth Caralina General Assembly has adopted the Ambient Air Quality Aet.
naposing stiwt standards on motor vehicle emissions; and

WREREAN. Sevater Dan Robinson of Jackson County was co-chair of a study commission on
Limproving mountain air quality and strongly favors pursuing remedies against
CVA and the Fodera! governmen:,

NOW, THEREFOREK, BE 1T UNANIMOUSLY RESOLVED, upon mation of
Comnizsioner Heloe that the Haywoud County Board of Coimissioners endorses the
letter to Prosidont Rich raoather with raquasted action apainst I'VA. and also supports Senate
Bl HU7R aed Hisese W1 40§
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
Senate Bill 1078*

AMENDMENT NO.
(to be filled in by
S1078-ARL-11 [v.2] Principal Clerk)
Page 1 of 2
Date 2001

Comm. Sub. [YES]
Amends Title [NO]
Second Edition

Representative g i \‘{'—C\

O oo AWV H W -

“moves to amend the bill on page 4, lines 17 through 39 by rewriting those lines to read:

™§ 62-133.6. Environmental compliance costs-recovery.

(a)  As used in this section, the term "environmental compliance costs" means
only those costs prudently incurred between July 1, 2001 and June 30, 2014 by an
electric utility to comply with oxides of nitrogen (NO,) and sulfur dioxide (SO,)
standards adopted pursuant to G.S. 143-215.107D that exceed the costs required to
comply with the revisions to the State Implementation Plan (SIP) to reduce emissions
of oxides of nitrogen (NO,) pursuant to the final notice published by the Administrator
of the United States Environmental Protection Agency at 63 Federal Register 57491
(October 27, 1998) and codified at 40 Code of Federal Regulations § 51.121 (July 1.
2000 Edition).

(b) The Commission shall allow each electric utility to recover its just,
reasonable, and prudently incurred environmental compliance costs through an
environmental compliance costs-recovery factor that is separate from the electric
utility's base rates, and that is fair to ratepayers and the electric utility, and in the public
interest.

(c) The Commission shall hold a hearing and set the environmental compliance
costs-recovery factor for each electric utility in a manner that allows the electric utility




[am—
SO o003 W H W —

bttt
U DN

NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
Senate Bill 1078*

AMENDMENT NO.
(to be filled in by
S1078-ARL-11 [v.2] Principal Clerk)
Page 2 of 2

to recover its projected environmental compliance costs through a levelized rate over a
period of time not to exceed 13 years beginning July 1, 2002, Every two years after the
Commission first sets the environmental compliance costs-recovery factor, the
Commission shall hold a hearing and adjust such levelized rate to incorporate the
experienced under-recovery or over-recovery of the electric utility's environmental
compliance costs incurred during the previous two years and any revisions to the
electric utility's projected environmental compliance costs. If either of the last two
adjustment proceedings, or both of them, results in an increase in the environmental
compliance costs-recovery factor that the Commission determines to be so high that
recovering it within the time allowed in this subsection would be against the public
interest, the Commission may extend the recovery period for a time not to exceed three
additional years.

(d) The Commission shall adopt rules to implement this section."".

) -
SIGNED & Q““""\M Qjﬂ

Amendment Sp\onsor

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED FAILED TABLED
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AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

May 29, 2001
Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

Confirmation of Governor’s Appointments to the Utilities Commission
Mr. James Yancey Kerr, I1
Mr. Michael Satterfield Wilkins

S432 - WATER AND SEWER AUTHORITIES
Sen. John Ke;‘r .

SB 1078 IMPROVE AIR QUALITY / ELECTRIC UTILITIES

Sen. Steve Metcalf
Continued Discussion

ADJOURNMENT
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Minutes
House Committee on Public Utilities

May 29, 2001
2\

The House Committee on Public Utilities met Thursday, May 31, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representatives Saunders and McComas,
Vice-Chairs; and Representatives Allred, Brubaker, Coates, Culpepper, Edwards, Grady,
McCombs and Rogers. Steve Rose, Committee Counsel was also present. A Visitor
Registration list is attached and made part of the minutes.

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman Smith recognized Mr. William Johnson, Executive V.P. for Progress
Energy to speak on SB 1078. All of his remarks are included in Attachment 1. A brief

period of questions and answers followed his presentation.

The meeting adjourned at 11:00.

pectfulfy submitte
z — atw\: Q(o,caé/

Rcﬁ)resentatwe Ronnie Smith Ann Jordan
Chair Committee A551stant




AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

May 31, 2001
Room 544 — LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

SB 1078 IMPROVE AIR QUALITY /ELECTRIC UTILITIES
Sen. Steve Metcalf
Continued Discussion

ADJOURNMENT



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Thursday, May 31, 2001

TIME: - 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 1078 - IMPROVE AIR QUALITY/ELECTRIC UTILITIES
Sponsor Sen. Steve Metcalf

Respectfully,

Representative Ronnie Smith

Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
2:30 p.m., May 29, 2001.

___ Principal Clerk
__Reading Clerk - House Chamber

(Committee Assistant)



. Comments on SB1078/HB1015
William D. Johnson

Thank you for the opportunity to speak on Senate Bill 1078. The
policy question facing the General Assembly is whether it should
mandate substantial reductions in power plant No, and SO, over the next
decade or so. This is a difficult question, and I’m sorry that I can’t be of
much help on the issue of whether you should mandate those reductions.

As regulated power plant operators, our obligation is to meet the
standards imposed by law or regulation in the most cost-effective
manner. The EPA, various environmental groups, and even some states
are suing utilities and others over the issue of emissions. I don’t think it
would serve any useful purpose for us to take a position on whether
current emission levels are adequate or not. It would probably lead to
more litigation, regardless of the position we took.

‘ ~ But I am here to tell you that if you do decide that lower emissions
is a priority for the state, the mechanisms in the current bill are the best
‘way to achieve this-goal. The current bill provides the cheapest and
fastest way of reducing those emissions while having the least impact on
reliability of the electric system. _

I am also here to tell you that the Amendment distributed on
Tuesday would make it impossible for us to undertake the program.
Under that Amendment, we would be unable to raise capital to make the
changes to the plants and it has the potential to bring significant adverse
financial consequences. I’ll talk more about the Amendment in a

minute.

First, though, let me acknowledge that the proposal is a costly one
and would have an impact on electric customers. We are concerned
about this — we recognize that the health of our business is directly

‘ related to the economic health of our customers.



But if you want new emission standards, this will require utilities
to expend a lot of capital and this will lead to cost increases. This bill
will have the least cost impact because the utilities are foregoing any
opportunity to earn any money — foregoing any profit — on the
investment of this capital.

Under state law, our electric rates are set in a general rate case,
where two basic things happen:

First, the O&M expenses of the utility are identified. Utilities are
allowed to recover their prudent O&M expenses at cost — there is no
markup on profit on these.

Second, to pay back investors and attract capital, utilities are
allowed the opportunity to earn a return — to make a profit — on the
capital they invest. This is the one and only source of profit for the
utilities, and the second part of the rate case determines what level of

profit the utility should have the opportunity to earn.

And we earna return — or profit — on the capital we invest over the
life of the asset — typically 30 to 40 years.

A big exception to this rule is how utilities recover fuel cost. Fuel
expense is recovered every year in a fuel proceeding before the NCUC.
Fuel is our biggest expense of operation, and this General Assembly saw
the wisdom years ago of treating fuel differently from other utility
expenditures. It is treated differently precisely because of the large cost
impact it has on rates.

Under traditional ratemaking, the capital invested in lowering the
emissions under this bill would be treated in the second part of the rate
proceeding. The main issue would be how much profit to allow the
utility. SB 1078 changes this by treating that capital generally the same
way we treat fuel expense — recovered at no profit in annual proceedings



before the NCUC, which scrutinize costs to make sure nothing wasteful
or imprudent was done.

Why are we willing to give up the right to earn a return on the
capital required by this proposal? Two basic reasons:

1. We were asked if we could do so, as sort of our contribution
to lessening the cost impact — it will certainly be cheaper if we don’t
earn a profit on it.

2. We believe the only way to achieve the emission reductions
on the proposed schedule without affecting reliability is for us to be able
to pay for the program on an annual basis. We need to be able to turn
capital over on a yearly basis, not invest it for 30-40 years, if we are to
meet this schedule.

A general rate proceeding typically takes the better part of a year to
complete, excluding appeals on other events, so we will always be at
least a year in arrears in beginning to recover our costs.

Also, as I noted earlier, in a rate case we do not get our capital
back all at once — rather, we get it back over 30 to 40 years. So we
would have to raise large amounts of additional capital ever year for
both this program and in order to build the new plants and other facilities
we need to keep the lights on.

Frankly, we question whether we can raise large incremental
amounts of capital on reasonable terms to do both these things at the
same time. If we fall behind either in pushing successful rate cases
through to completion or in raising capital, our ability to reduce
- emissions and keep the lights on simultaneously would be jeopardized.

Some people have said that We should only seek to lower

emissions if the costs are recovered through general rate cases. I do not
think we can accomplish the task in that manner. In addition, there 1s
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simply no need for a rate case. The NCUC will identify the costs and
scrutinize their recovery -- step 1 of a rate case; and there is no request
for a profit — so there is no need for part 2 of a rate case.

I think perhaps what the rate case proponents really hope is that, if
there is a rate case, the NCUC would reduce existing rates or shift costs
enough so that the new expenditures would not increase rates.

The underlying assumption of course, is that the utilities are
earning too much money and we can just make them eat the costs of the
emissions. I have 2 responses to that:

(1) We are not over earning — we file monthly reports with the
NCUC on our earnings, the reports are public, and anyone who reviews
them will see that we are not overearning.

(2) Ifthere is a concern of overearning, don’t mix it up with this
emissions bill. The NCUC already has the power to revise rates if there
is any evidence of overearning. Any customer can file a complaint if
‘there is evidence of overearning. So if this is a problem, it can and
should be dealt with separately from the air bill. If we combine the two,

I believe the combination will be a nightmare for the state. And it
certainly will cost more for everybody in both the short and long run.

Another statement I have heard is that the utilities should have to
share in the costs of the program. This appears to me to be simply
another argument designed to derail the bill, but the argument has no
merit at all. The facts are that: (1) We have to spend about $400 million
on emission reductions before this bill would kick in — we will have to
find a way to deal with that $400 million. (2) We are already foregoing
the opportunity to earn any profit at all on these expenditures. (3) There
is more than 100 years of U.S. Supreme Court law that says it’s
unconstitutional to refuse to allow utilities to recover costs imposed by a
governmental body. There simply is no justification for the “cost
sharing” exception to the bill.



This brings me to the Amendment that was handed out on
Tuesday. As Mr. Rose explained, the Amendment has 2 essential parts.
First, it levelizes or smoothes out the recovery of costs over the 13-year
period, instead of the varying actual cost levels of each year. We have
no problem with this concept.

We have a substantial problem with the second part, however; that
part allows the NCUC to “allocate” costs to customers other than the
retail customers of the North Carolina utilities. Mr. Rose stated that
only 60 percent of the output of the plants in North Carolina is used by
N.C. customers. We have gone back and looked at this, and our figures
show that 97% of CP&L’s energy produced in N.C. is used by N.C.
customers. Seventy-five percent of our power in N.C. is used by retail
customers over whom the NCUC has jurisdiction.

About 25% of our energy is used either by coop or muni customers
or by retail customers in S.C. And what is meant by “allocation” is that
the NCUC could “shift” that 25%, and perhaps whatever percent it
wanted, to customers in S.C. and elsewhere.

The problem with this is that our ability to recover the costs from
those customers is questionable. For example, some of the wholesale
~ customers we serve (coops and munis) have long-term contracts that
don’t permit us to pass on these costs. And whether we can pass on
costs to retail customers in South Carolina is questionable; certainly, 1f
S.C. passed this bill and the NCUC didn’t want to pass on the costs to
N.C. customers, the N.C. Supreme Court has said that the NCUC can do
so. See state ex rel. Utilities Commission v. North Carolina Power, 338
N.C. 412,450 S.E. 2d 896 (1994).

The bottom line on allocation is that it gives the NCUC the ability
to “allocate” costs to sources from which we can’t recover — it is, indeed,
a form of sharing by the utility. But the problem is this: We can’t get
anyone to lend us the money to make the necessary changes if the law
requiring the changes (1) provides no opportunity to earn a profit and
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(2) guarantees that hundreds of millions of dollars could be lost. Our
business is capital intensive and we would have to go to the capital
markets to fund these changes. We could not finance the program given
this economic impact.

The equation here is straightforward. If we want lower emissions
from power plants, that objective will cost money. If you decide that
cleaner air is a priority for this state, the proposed bill is the best
mechanism for achieving that end. It is the cheapest, fastest, and most
reliable way of getting lower emissions.

There are two final points I want to leave with you. Irecognize
there are questions about the impact of the bill and the priority of lower
emissions versus other issues in the state. But another point you should
consider is that this state needs these coal-fired plants to continue in
operation for the foreseeable future. More than 50 percent of the power
in this state — and across the country -- comes from coal-burning power
plants. The utility sector is having a difficult time simply building new
plants to meet new load; there is no thought at all about displacing these
existing coal plants that serve existing load. Given this, we need to
make sure that we can continue to operate these plants to meet the
existing demand of customers in this state. If lower emissions are
required in order to keep these plants operating, then that should be a
very high priority for North Carolina. We have all seen the impact in
California of not having adequate generation to serve customer demand.
We need to avoid that situation here.

The second point is this: The opponents of this bill seem to
believe that whether we have lower emissions standards or not is simply
up to the General Assembly or various customers. I don’t think this is
the case. There are many other means through which we can have these
thrust upon us -- EPA rulemaking, citizens’ lawsuits, congressional
action, lawsuits by surrounding states.



I believe that lower emissions levels will occur, either by our own
hands or by those of others.

If we want to control our destiny, and do it in the cheapest way
possible, this bill is a good method to do that.

We have consistently said that we can achieve the reductions and
the timetable in the bill if the recovery method in the bill is maintained.
If the recover provisions are weakened, we can’t achieve the reductions.
It really is as simple as that.

Thank you.
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Minutes
House Committee on Public Utilities
June §, 2001
The House Committee on Public Utilities met Tuesday, June 5, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representative ﬁunders, Vice-Chair; and
Representatives Coates, Edwards, Grady. Steve Rose, Committee Council was also
present. A Visitor Registration list is attached and made part of the minutes.

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman Smith recognized Mr. Scott Gollwitzer, Air Pollution Task Force
Coordinator from Appalachian Voice to comment on SB 1078. Attachment # 1 has Mr.
Gollwitzer comments.

Mr. John McAlister of Duke Energy Corp. was recognized to make comments.
See Attachment # 2.

Mr. Bill Ross, Secretary of DENR was recognized for comments on the bill. See
Attachments # 3 and # 4 for his comments. A question and answer period followed his
comments. Chairman Smith said he realized that a regional approach would work best
and asked about neighboring states. Mr. Ross said that Georgia and Tennessee are both
working on some of the same measures and are on a faster schedule than ours. Illinois is
also considering similar legislation.

Discussion followed Mr. Ross’s presentation about the feasibility of having TVA
officials talk to the Public Utilities Committee. Chairman Smith requested Counsel Rose
to arrange for someone from TV A address the committee.

Senator Metcalf spoke briefly of attending the conference that Mr. Ross attended.
Senator Metcalf said he had spoken with officials from TVA and he was very impressed
by the attitude of their officials.

Attachments #5 - # 9 were given to the chair at the close of the meeting.

The meeting adjourned at 11:00.

R ec% submitted,
Mf@£ gzgﬁ%mg/a
Ann Jordan

Répresentative Ronnie Smith
Chair Committee Assistant




AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

June 5, 2001
Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS
SB 1078 IMPROVE AIR QUALITY / ELECTRIC UTILITIES

Sen. Steve Metcalf
Continued Discussion

ADJOURNMENT



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, June §, 2001

TIME: 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 1078 - IMPROVE AIR QUALITY/ELECTRIC UTILITIES
Sponsor Sen. Steve Metcalf

Respectfully,

Representative Ronnie Smith

Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
2:30 p.m., May 29, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)
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APPALACHIAN VOICES

Scott Gollwitzer, Air Pollution Task Force Coordinator 20 Battery Park Avenue, Suite 400, Asheville, NC 28801
Phone: (828) 225-9685 E-mail: AppVoice@earthlink. net

House of Representatives

North Carolina General Assembly
Public Utilities Committee
Raleigh, NC 27601-1096

31 May 2001

RE: Written Comments on HB 1015

Dear Mr. Chairman and Members of the Public Utilities Committee:

As the Air Pollution Task Force Coordinator with' Appalachian Voices (a non-profit organization
dedicated to preserving and maintaining the native forest ecosystems of the southern and central
Appalachian Mountain region and a member of the North Carolina Clean Air Coalition) I thank you
for the opportunity to submit these comments on HB 1015.

In March 2001, the North Carolina Clean Air Coalition (NCCAC), inspired by nearly 11,000 North
Carolinians who expressed, at public hearings on air quality during the summer of 2000, a deep
commitment to clean air and strict reductions in smokestack emissions from coal-fired power plants

~in North Carolina, released a report entitled “The North Carolina Clean Smokestacks Plan: The
People’s Plan for Clean Air” (The Smokestacks Plan). This report, included with these comments,
details the negative impacts of air pollution belched from coal-fired power plants in North Carolina
on: human health, the environment and the economy. These effects are caused by the release of
nitrogen oxides (NO,), sulfur dioxide (SO,), mercury and carbon dioxide (CO,). A summary of the
Smokestacks Plan reveals the following about emissions from coal-fired power plants in North
Carolina:

Sources of Air Pollution in North Carolina

mPower plants emit 82% of all SO,. In 1998, 980 million pounds of SO, were released in North
Carolina equaling 122 pounds per person;

sPower plants emit 45% of all NO, (while other mobile sources, including automobiles, emit 48%).
In 1998, 500 million pounds of NO, were released in North Carolina equaling 62 pounds per
person,;

mPower plants emit 65% of all mercury. In 1998, 7,096 pounds of mercury were released into
North Carolina’s air. However, do not be fooled by the seeming insignificance of mercury
emissions by comparing them to the millions of pounds or NO, and SO,, because one teaspoon of
mercury released in a twenty-five acre lake can make its fish unsafe for human consumption; and
sThese facts indicate that coal-fired power plants are the principle bulwark between the residents
of North Carolina and the clean air which they are entitled to.

Page 1 of 4



Human Health and Environmental Impacts of Air Pollution from Coal-Fired Power Plants

sNO, pollutlon from power plants triggers more than 200 000 asthma attacks annually across the
state;

#S0, pollution from power plants causes more than 1,800 premature deaths in NC—makmg North
Carolina the fourth worst state in the nation for such deaths;

=In 1999, North Carolina had the fifth highest number of unhealthy air days in the nation;
=The Charlotte metropolitan area and Raleigh-Durham have the unenviable distinction of being
ranked by the American Lung Association as the eighth and seventeenth smoggiest cities in the
nation;

" ®Mercury from power plants accumulates in the food chain, making king mackerel, bass and bowfin
unfit for consumption by children and woman of childbearing years. When ingested by pregnant or
nursing women, mercury can cause neurological damage in the fetus and young children. Based on
studies conducted by the National Academy of Sciences, roughly 1,800 children in North Carolina
are born annually with neurologlcal damage because their mothers were exposed to mercury
during pregnancy;,
nIn the Great Smoky Mountains, and the southeast airborne pollutants have caused visibility to
decline by 75%,; ‘
=The release of NO, and SO, causes acid rain. Deposition of these lethal rains makes vegetation in
North Carolina more susceptible to disease and pests--contributing to stunted growth and
significant declines in the populations of flowering dogwood, red spruce, Fraser fir, yellow
birch, American beech, sugar maple and other tree species;
sRainfall in the Great Smoky Mountains National Park is five to ten times more acidic than normal
rainfall;
mAirborne NO, contributes to unnecessary algal blooms which deplete oxygen levels thereby

killing fish;

- mCO, is a primary pollutant contributing to global warming which is expected to raise the sea levels

off the coast of North Carolina by 7.5 inches-a rise that could completely inundate, or change,

the coastline at Wrightsville Beach, Topsail Beach and the Outer Banks.

Economic Impacts of Air Pollution from Coal-Fired Power Plants

wAir pollution costs North Carolina more than $3.0 billion annually in morbidity and mortality
expenditures;

mReduced crop yields from air pollution cost North Carolina farmers more than $175 million
annually;

mEconomic losses in the vicinity of Great Smoky Mountains National Park is about $200 million
annually; and

mDecreased visibility undermines North Carohna s tourism and recreation mdustry
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Technologies to Clean-up North Carolina’s Power Plants

sTechnologies that can easily control the emissions of NO, and SO, are now widely available and
have been on the commercial market for years. These technologies include:

*Selective Catalytic Reducers (SCRs): SCRs can reduce NO, emissions by more than 80%
from uncontrolled levels;

*Flue Gas Desulfurization (Scrubbers): Scrubbers are able to reduce SO emissions by
more than 90% from uncontrolled levels;

*Collateral Benefits of these Control Technologies: Combined with SCRs, the installation
of scrubbers can reduce mercury emissions by up to 95% from uncontrolled levels.

=Sadly, only three of the fourteen power plants in North Carolina have commltted to invest in
summertime controls of NO, by installing SCRs.

Benefits of HB 1015

=By 2013, HB 1015 will reduce SO2 emissions t0260 million pounds annually—representmg, at
current populatlon levels, 33 pounds per person;

=By 2009, HB 1015 will reduce NO, emissions to 112 million pounds annually—representmg, at
current population levels, 14 pounds per person,

sHB 1015 will annually generate $3.4 billion in human health, economic and environmental benefits.

®Dr. Harvard Ayers, Department of Anthropology, Appalachian State University, has recently “fine-
tuned” these figures and provides the following analysis:

*Human Health- Some 1,830 people per year die prematurely from power plant emissions
of small particles in North Carolina. The proposed emissions reductions of NOx and SO2 in
HB 1015 and would reduce these deaths by 1,190 per year. The total annual benefit for North
Carolina would be $3,108 million.

*Visibility- A recent study indicates that the general public bears a $17 perbperson cost as
a result of visibility impairment. Power plants produce about 70% of visibility impairing
chemicals (mainly SO2). Thus the total state benefit would be $96 million.

*Agricultural Crop Damage- Well-established data indicate a 15% loss in yield of soy
beans and a serious losses for tobacco and peanuts from air pollution. Power plants produce
about 50% of the air pollution affecting crops, which causes a loss of $25 per person
annually. Thus the total

annual state benefit would be $101 million.

Page 3 of 4



*Forest Losses- Direct forest losses due to air pollution, 50% of which comes from power
plants, amount to $19 per person annually. The total state loss for forests is thus $79 million.

-*Fish and Other Water Life Damage- Air pollution from power plants deposits both
mercury and nitrogen in mountain streams as well as coastal estuaries. Mercury, power plants
being the main source, gets in the food chain of fish, rendering many coastal species inedible
for sensitive segments of the human population. Roughly 25-30% of nitrogen in estuaries
comes from the air, about half of which comes from power plants. Mountain trout streams
are rendered uninhabitable by air pollution damage, most of which comes from power plants.
To date, no quantification of the cost of these damages is available.

Human Health $3,108 million + Visibility $96 million +Agricultural Crops $101 million +
Forests $79 million = $3.4 billion annually.

*For brevity’s sake, I have omitted research cited by Dr. Ayers in calculating the economic

benefits of HB 1015. If this information would be helpful to the committee in considering
this bill, I will gladly provide it.

Costs of HB 1015

sThe annual cost to coal-fired power plants of complying with HB 1015 is $450 million.

®sWhen subtracted from the benefits of HB 1015, North Carolina will realize a windfall of nearly
$3.0 billion per year. '

Conclusion

- The health of our citizens, our economy and our environment is inextricably tied to lethal emissions
knowingly dumped into our lungs, air, water and onto our forests and fields by coal-fired power
plants. By allowing these deadly discharges to go unabated, each of you will, albeit indirectly, sicken
or worse, kill many North Carolinians (perhaps someone near and dear to you), will weaken North
Carolina’s economic viability and will destroy North Carolina’s luxuriant, diverse and unrivaled
environment from the eastern seaboard through the piedmont to the mountains of western North
. Carolina (perhaps your favorite vacation spot).

In your thoughtful deliberations of the costs of air pollution from coal-fired power plants on human
health, the economy and the environment, coupled with the substantial economic, health and
environmental benefits associated with HB 1015, I ask you to reflect on the words of Aldo Leopold,
who aptly remarked that “[a] thing is right when it tends to preserve the integrity, stability, and
beauty of the biotic community. It is wrong when it tends otherwise.”

I urge each of YOu to do the right thing and preserve the integrity, stability and beauty of North
Carolina by giving your favorable consideration to HB 1015.
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Comments By John McAlister of Duke Energy Corp.
To House Public Utilities Committee on SB1078

We agree with the comments made to the committee last Thursday by Bill
Johnson of Progress Energy and in the interest of time Mr. Chairman I will
not restate all of the points that he made. However, I would like to reiterate
that we are opposed to part of the possible amendment that was handed out
last Tuesday. We do not have a problem with the part of the amendment that
levelizes the cost recovery over the 13-year period. We are opposed to the
second part which suggests that the NCUC would allocate some portion of
these costs to customers other than our retail customers in NC. Mr. Johnson
pointed out that our ability to recover these costs from our SC customers is
questionable. This creates great uncertainty for us and changes dramatically
the conditions under which we agreed that the targeted reductions and the

schedule for those reductions were in fact achievable.

One additional comment - there seemed to be some confusion last week
concerning what the projected costs of complying with this bill are. For
Duke, the projection was and is $1.5 billion. That has not changed and the

estimated impact to Duke customers is based on that projection.

We will be glad to try and answer any questions from the committee.

06/05/01
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Southern Air Principles

Protecting and improving air quality is essential to safeguard public health, protect our
natural resources and promote the long-term economic vitality of the South. Air quality is a
shared resource, and all sectors of society bear a responsibility for improving air quality and
protecting our natural resources. -

Scientific research and evaluation show that air pollution is not confined to state
boundaries, as evidenced by the adverse impacts of air pollution on the Southern Appalachian
Mountains and other sensitive areas. Air pollution affects us all regardless of where we live.
The southern states are experiencing unprecedented population and economic growth, as well
as associated increases in energy and vehicle use. To ensure clean air and a reliable, affordable
energy supply, we must develop new strategies to address issues such as regional haze and
pollutants that threaten public health and the environment.

Air pollution sources, including power plants, emit multiple pollutants that traditionally
are regulated independently. It is recognized that multi-pollution control strategies may
significantly reduce environmental impacts; provide more efficient control of environmental
pollutants; and support economic competitiveness and cost effectiveness. It is in the public
interest to protect and preserve public health and the environment while providing more
efficient and cost-effective regulation of pollution sources.

It is critical that the states continue to cooperate through regional partnerships that .
recognize the unique qualities of each state and offer flexibility to address each state’s needs.
Therefore, we, the undersigned members of the Southern Governors’ Association, hereby agree
to the following Southern Air Principles that will enhance local, state, and regional efforts to
protect and improve air quality; ensure the protection of public health and welfare of the
southern states; and promote the attainment of a high quality of life.

PRINCIPLES

¢ Each state must do its part to protect and improve air quality.

° Regional air quality problems must be addressed through regional approaches that
address each state’s unique qualities and needs.

o The southern states must continue to work together to develop and implement new
strategies that will improve regional air quality, such as multi-pollutant regulatory
strategies for reducing nitrogen oxides, sulfur dioxide and mercury and innovative
transportation and energy policies.

Therefore, to fulfill these principles, the chief environmental officers of the signatory states
are directed to consult, consider and formulate a proposed joint multi-pollutant strategy; to
address the problems of ozone pollution, acid deposition and reduced visibility; to take into
account in developing the strategy the information and recommendations provided by the final
Southern Appalachian Mountains Initiative (SAMI) report; to provide a progress report to the
Governors by December 31, 2001; and to make recommendations on the joint multi-pollutant
strategy to the Governors by
March 15, 2002.

r
Signed this /5 day ofjlmd, 2001.

Governor of North Caroli

5 -

1

or of Georgia

# Y



North Carolina
Department of Environment and Natural Resources

‘ ~ Michael F. Easley, Governor

William G. Ross Jr., Secretary

Why is The "Improve Air Quality/Electric Utilities" Bill Good for
North Carolina?

e The Improve Air Quality/Electric Utilities Bill would result in significant actual
emissions reductions from coal-fired power plants in our state. The bill differs from
the federal rules, which allow utilities to buy pollution credits from other states
instead of cutting air pollution from power plants in North Carolina. Under the bill,
North Carolina's utilities would reduce actual emissions of NOx from 162,000
tons/year to 56,000 tons by 2009 (65% reduction), and also would reduce actual SO
emissions from 471,000 tons/year in 2000 to 130,000 tons by 2013 (72% reduction).
This represents about a one third reduction of the total NOx emissions and a reduction
of over one half of all of the total SO emissions from all sources in North Carolina.

e The emission reductions will have health benefits for citizens of North Carolina and
other states by significantly reducing asthma-triggering pollution events.

e The reductions in both SO, and NOx emissions will reduce acid rain and serve as a
significant first step toward meeting the new fine particle and ozone standards
throughout North Carolina.

e Air pollution has reduced visibility in the Smoky Mountains from 93 miles to
between 24 and 36 miles (National Park Service report, "Clearing the Air at Great
Smoky Mountains National Park", September 1999). The bill will help North
Carolina reach its goal of improving visibility in the mountains and from other scenic
vistas in North Carolina by reducing pollution from North Carolina sources that
contribute to the problem. Because air pollution from sources in other states
significantly contribute to our mountain air quality problem, the bill states an
intention of using all means available to achieve air quality improvements in those
states as well.

e Reducing SO, and NOx has the additional benefit of reducing mercury emissions.
Air-borne mercury is believed to contribute to deposition of mercury in waterbodies
where it then bioaccumulates in fish. Eleven mercury advisories, affecting 355 stream
miles, now warn against consumption of fish from North Carolina streams because of
high mercury levels.

o The bill requires DENR to evaluate issues related to the control of mercury and
carbon dioxide emissions and make recommendations on the development of
‘ standards and plans to control these emissions.
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inspection and maintenance program to 48 counties, may be sufficient for North
“Carolina to meet the ozone and fine particle standards over broad areas of the State,
and thereby may eliminate the need for any additional local controls in these areas.

e This important step, along with the plan to expand and strengthen our motor vehicle '
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Comments of Martha H. Keating Addressing North Carolina
Proposed Rule S1078 Improve Air Quality/Electric Utilities

Good morning. Thank you for the opportunity to talk with you this morning concerning
the proposed mercury provisions of Senate Bill 1078. For the record, my name is Martha Keating
and I have been a resident of Orange County, North Carolina for 19 years. | am employed as an
environmental consultant to the Clean Air Task Force, a national coalition of clean air advocates
in 26 states. I have been working on mercury issues since 1993. For 10 years I was a staff
scientist at the U.S. EPA and was the project director for and a principal author of the EPA’s
1997 Mercury Report to Congress.

Over the past six months I have provided testimony about mercury power plant issues to
regulators and members of state legislatures in Wisconsin, New Hampshire and Massachusetts.
As a resident of NC, I am delighted that the NC legislature is also tackling this difficult issue.
And it is difficult. Across the country, legislators such as yourselves are asking the same
questions: how are power plants related to mercury issues, are our citizens at risk, what can we
do about it, how much will controls cost?

First, why power plants? Mercury occurs naturally in coal and other fossil fuels and is
released to the atmosphere during combustion. Unlike other metal pollutants, mercury is emitted
as a gas and is typically not captured very well by control devices designed to capture particulate
emissions (such as those installed on NC coal-fired power plants). Even though there isn’t much
mercury in coal on a per weight basis, the enormous quantities of coal burned results in
significant emissions of mercury to the atmosphere.

Coal-fired power plants are the top emitters of mercury not only in NC but nationally. In
NC, according to state data, they account for 65% of mercury emissions. Nationally, they
account for about 30 percent. The key issue is that power plants are the largest unregulated
source in the country. Other major sources like municipal and medical waste incinerators are
already subject to federal standards. EPA only recently announced (in December 2000) that they
will begin developing mercury limits for power plants, but even this decision (to develop rules)
has already been challenged in court by the electric power industry. Intense lobbying of
Congress by this industry has slowed mercury rules down for years. This is why numerous states
like NC are faced with developing their own rules.

We are used to thinking about pollutants like SO, and NOx in terms of hundreds of tons
of emissions per year. So, why are we concerned about a couple of hundred pounds of mercury
from each power plant? First, mercury is a metal and never degrades or breaks down in the
environment to a less toxic form. In fact, mercury is often converted in the aquatic environment
to a much more toxic form, methylmercury. This is the form of mercury that is incorporated into
the food chain so efficiently that fish at the top of the aquatic food chain can have concentrations
of mercury in their muscle tissue that can be one million times higher than the mercury
concentration of the water they live in. Thus, under the right environmental conditions, even
small amounts of mercury depositing to lakes or rivers or their surrounding watersheds, can
affect mercury concentrations in fish.

M. Keating 1 05/30/01



And that is the public health issue we are faced with: the steady and increasing contamination
of our fresh and saltwater fisheries from mercury deposited from the atmosphere. Fish
consumption is the primary way that both humans and wildlife are exposed to mercury.

Because of widespread mercury contamination, principally from atmospheric emissions,
forty states, including NC, have issued fish consumption advisories that warn consumers about
how much fish to eat from inland waters. About 11 states have advisories on every inland water
in the state — as does NC for bowfin. NC also has a number of water bodies under mercury
advisories for the popular sportfish, largemouth bass and is also one of 10 southeastern states that
has had to issue consumption advisories for large king mackerel. The number of advisories in
NC is likely to increase on account of recent guidance from the EPA that recommends that
women of childbearing age, pregnant women and children eat only one freshwater fish meal per
week. However, because mercury levels in some of our sportfish are far higher than the average
values used by EPA, one meal a week may be too many for our most vulnerable populations.

This is a serious public health issue in our state. The primary target for ingested mercury is
the fetus. Mercury interferes with development of the brain and nervous system causing health
effects that may not show up until the child is in grade school. The mother rarely shows any
symptoms. The child may have problems with fine motor skills, memory, tests of attention and
language and will probably require remedial help in school. The National Academy of Science,
in a review of mercury health effects published in June 2000 estimated that about 60,000
children born each year in the US are at risk from mercury exposure in utero.

In March 2001, the Centers for Disease Control (CDC) issued new findings that one in ten
women of child bearing age have mercury levels above what EPA and the National Academy of
Sciences consider safe for fetal development. (This translates to about 6 million women.) In
addition, the CDC study reflects only the average consumer, not other populations that may have
even higher exposures. Populations with higher mercury exposure, and thus higher mercury risk,
include those who fish frequently for free food and ethnic groups like Asian Americans or those
of Carribean nationalities who typically eat more fish in their diet. In NC we know we have
populations who have far higher mercury exposure than the general U.S. population. In a study
done in 1993, the average level of mercury in hair samples of Waccamaw River residents was
more than three times higher than EPA’s safe level.

This is an issue not only for public health but for NC’s economy as well. In 1996, NC
licensed over 1.5 million anglers who spent over 800 million dollars on fishing and fishing trips.
When revenues such as federal and state sales tax, jobs and other related equipment are factored
in, this industry is worth over $1.5 billion to our state. King mackerel fishing alone accounts for
millions of this total. Mercury contamination not only damages our natural resources but hurts
one of our important industries.

Since fish is a beneficial food, the short-term strategy is to eat fish known to have low

mercury levels and avoid, or eat in moderation, fish with high levels (such as shark, swordfish,
king mackerel, tile fish, and certainly freshwater fish that are covered by fish advisories).

M. Keating 2 05/30/01
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However, the long-term strategy for reducing mercury exposures is to limit mercury releases into
the environment.

In terms of reducing mercury emissions to the atmosphere, the multi-pollutant approach of
the proposed bill is a good one because it will maximize the benefits of co-controlling NOx, SO,
and mercury. However, I am disappointed that the proposed bill calls for additional study of the
feasibility of mercury controls instead of a firm emissions cap and reduction requirement. (New
Hampshire is considering a 75 % reduction in mercury emissions, Wisconsin hopes to achieve a
90% reduction from all source categories, and Massachusetts has committed to a 50% cut by
2003 followed by “virtual elimination” of mercury emissions from power plants by 2010.)

On the other hand, I agree with section 6 of the proposed bill which states that controls put in
place to reduce emissions of NOx and SO, will also significantly reduce mercury emissions.
Emissions tests in Europe on combinations of NOx/SO, controls achieved mercury reductions
ranging from 50 to > 90 percent. In recent emissions tests in the U.S., NOx controls in
combination with particulate controls achieved mercury reductions > 90 percent and according to
recent EPA analyses, the retrofit of power plants to control fine particulate and SO, will also
enhance mercury capture. The Department of Energy and a number of private firms are currently
investing nearly $9 million in research aimed at optimizing mercury capture by conventional
control devices.

The end result is that mercury control will largely, if not entirely be a co-benefit of
controlling NOx and SO, and will potentially pose no additional cost. EPA states that “the costs
of mercury control will dramatically diminish if retrofit hardware and sorbents are employed for
control of other pollutants such as NOx, SO, and fine particulate matter.

In summary, I feel that if this bill aggressively cuts NOx and SO, emissions, and has a high

likelihood of significant mercury reductions as well, then as a citizen of North Carolina, a Duke
Energy shareholder and customer — I can buy that.

M. Keating 3 05/30/01
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Is the regulation of HAP
emissions from electric
utility plants ne
PA shares its :
determination studies
on the matter,

he U.S. Environmental Protection Agency (EPA)
Office of Research and Development’s National Risk

i.. Management Research Laboratory (NRMRL) in Research
Triangle Park, NC, is conducting research to develop and evalu-
ate mercury and multipollutant emission control technologies
for stationary combustion sources. A primary objective of this
research is to support EPA’s Office of Air Quality Planning and
Standards (OAQPS) in the development of mercury emission
control technologies for coal-fired utility boilers. On December
14, 2000, after extensive study, EPA determined the regulation
of hazardous air pollution (HAP) emissions from electric utility
generating plants is necessary. This determination focuses pri-
marily on the need to control mercury emissions for coal-fired
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power plants. EPA found that mercury emissions from power
plants pose significant hazards to public health and must be
reduced.

This article summarizes studies that were conducted by
NRMRL and OAQPS to support EPA's decision on the need
to regulate toxic air pollution emissions from electric utility
boilers. The studies included the evaluation of data collected
in 1999 to characterize mercury emnissions from coal-fired elec-
tric utility generating units; performance and cost estimates
of technologies that can be used to control mercury emissions
from existing plants; and an assessment of information on
the stability of mercury contained in the coal-combustion resi-
dues (CCR) and by-products from coal-fired power plants.

B A GBI

The 1990 Clean Air Act Amendments (CAAA) required EPA to
study the potential public health impacts of HAP emissions
from electric utilities that burn fossil fuels. The resulting study
was conducted over several years with extensive input and
peer review from outside scientific experts and major stake-
holders, including industry representatives, state and local
agencies, and other federal agencies. Study of Hazardous Air
Pollutant Emissions from Electric Utility Steam Generating Units—
Final Report to Congress, commonly called the “Utility Air Toxics



Report,” was published on February 24, 1998.!

The 1990 CAAA also required EPA to assess the magnitude
of mercury (Hg) emissions by source, estimate the health and
environmental implications of these emissions, and determine
the availability and costs of potential control technologies.
This study, Mercury Study Report to Congress, was published in
December 1997.2

The Utility Air Toxics Report evaluated toxic air pollut-
ant emissions from coal-, oil-, and gas-fired utility boilers
larger than 25 megawatts (MW). The study considered the
risks from direct and indirect exposure to 67 toxic air pol-
lutants, the most notable being arsenic (As), nickel (Ni),
radionuclides, Hg, and dioxins, and identified the emission
of Hg from coal-fired utilities as the greatest public health
risk. The study concluded that

¢ coal-fired utility boilers emit one-third [47 Mg (52 tons)]

of the total annual U.S. anthropogenic emissions of Hg;

» ingestion of contaminated fish is the most important

route of Hg exposure in humans; and

» modeling results, in conjunction with other scientific

evidence, provide a plausible link between utility emis-
sions of Hg and the Hg in air, soil, water, sediments,
fish, and humans.

EPA did not make a decision on the need to control HAP
emissions from electric utility boilers when the Utility Air
Toxics Report was published. At that time, there was consider-
able uncertainty about the availability and costs of Hg emis-
sion control technologies. In addition, Congress requested EPA
to delay any decision until the agency had funded and re-
viewed a National Academy of Sciences study on the health
effects of mercury.

The eight-volume Mercury Study Report to Congress in-
cluded an assessment of the magnitude of Hg emissions from
sources in the United States, the health and environmental
implication of those emissions, and the availability and costs
of control technologies. The report described the manner in
which Hg cycles in the environment as a result of natural pro-
cesses and human (anthropogenic) activities. The report also
provided an extensive analysis of the public health and envi-
ronmental impacts resulting from direct and indirect expo-
sure to Hg emitted to the atmosphere.

Methylmercury, a potent neurotoxin, is believed to pose
the greatest health risk to humans. In the Hg cycle, inorganic
mercury is emitted to the atmosphere from natural and an-
thropogenic sources. It is eventually cycled back to terrestrial
and aquatic ecosystems by either dry or wet deposition. It can
be reemitted to the atmosphere, sequestered for long periods
of time, or converted to other forms of mercury. A portion of
the inorganic mercury is converted by microbial action to
methylmercury. Methylmercury bioaccumulates up the food
chain to fish, marine mammnals, and fish-eating animals. The
greatest risk to humans is the exposure of developing fetuses

in pregnant women who consume large amounts of fish con-
taminated with methylmercury.?

The Mercury Report to Congress included a nationwide
inventory of annual Hg emissions from anthropogenic sources
in the United States. This inventory was based on the period
1994-1995 and estimated total annual nationwide emissions
to be 144 Mg (158 tons). Most of these emissions (approxi-
mately 87%) were produced when waste or fuels containing
Hg were burned. Four specific combustion source categories
account for approximately 80% of the total nationwide an-
thropogenic emissions: electric utility coal-fired boilers (33%),
municipal waste combustors (19%), industrial and commer-
cial boilers (18%), and medical waste incinerators (10%). The
remaining 20% were estimated to emanate from other com-
bustion sources, manufacturing sources, area sources, and
miscellaneous sources.

In 1994, the Natural Resources Defense Council and the
Sierra Club separately sued EPA claiming that the agency failed
to comply with congressionally mandated dates for certdin
actions under the 1990 CAAA. One action cited by the plain-
tiffs was the failure to make a determination on the regulation
of HAP emissions from electric utility steam-generating units.
In 1998, EPA and the plaintiffs reached a settlement under
which EPA agreed to make a determination on the regulation
of utility HAP emissions by December 15, 2000. If EPA finds
that regulation of electric utility steam-generating units is nec-
essary, then the agency is to propose regulations for this source
category by December 15, 2003, and take final action on the
proposed rules by December 15, 2004.

EPA's decision on the regulation of HAP emissions from
electric utility power plants has been primarily driven by the
risks associated with Hg emissions from coal-fired utility boil-
ers. Accordingly, EPA’s decision on the need to control Hg emis-
sions has been informed by three Hg studies: a National
Academy of Sciences study on the health effects of methyl-
mercury; a 1999 EPA study of coal mercury and utility emis-
sion data collected by the utility industry; and an EPA study of
technologies that can be used to control Hg emissions from
coal-fired utility boilers.

THE COMTROL OF MERCURY EMISSIONS

The utility industry does not currently use flue gas cleaning
technologies to specifically control Hg emissions. The capture
of Hg by flue gas cleaning devices is dependent on the chemi-
cal and physical forms of mercury. There are three basic forms
of mercury in the flue gas from the combustion of coal:

_ elemental mercury (Hg®), ionic mercury {Hg (I}, and particu-

late-bound mercury {Hg (p)]. Both Hg® and Hg (I) are in a
vapor phase at flue gas cleaning temperatures, Hg® is insoluble
in water and cannot be captured in wet scrubbers. The
predominant Hg (II) compounds in coal flue gas are weakly-
to-strongly soluble and can be generally captured in wet flue
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gas desulfurization (FGD) scrubbers. Both Hg® and Hg (1) can
be adsorbed onto porous solids such as fly ash, powdered acti-
vated carbon (PAC), or calcium-based sorbents for subsequent
collection in a particulate matter (PM) control device. Hg (II)
is easier to adsorb than Hg°. Hg (p) is attached to solids that
can be readily captured in electrostatic precipitators (ESPs) and
fabric filters (FFs). “Speciation” is a term used to denote the
amounts of Hg®, Hg (1), and Hg (p) in flue gas. The modified
Ontario-Hydro (OH) method is the only method that is cur-
rently recognized for the measurement of mercury speciation
in flue gas from the combustion of coal.

Flue gas cleaning technologies that are used on combus-
tion sources use three basic methods to capture mercury: the
capture of Hg (p) in PM control devices; the adsorption of Hg®
and Hg (I1) onto entrained sorbents for subsequent capture in
PM control devices; and the solvation of Hg (I) in wet scrub-

_bers. Factors that affect the speciation and capture of mercury
in coal-fired combustion systems include the type and prop-
erties of coal, the combustion conditions, the type of flue gas
cleaning technologies employed, and the temperatures at
which the flue gas cleaning systems operate.

The ability to capture mercury increases with decreasing
flue gas temperature. Flue gas from combustion of bituminous
coals tends to contain higher amounts of Hg (1) than Hg®,
and Hg (I0) is easier to adsorb than Hg°. A substantial amount
of this Hg (1) is often adsorbed onto fly ash and subsequently
collected as Hg (p). There are indications that adsorption of
mercury onto fly ash is related to the fly ash carbon content.
Conditions that lead to increased amounts of carbon in the
fly ash tend to increase the amount and subsequent capture
of Hg (p). Flue gas from combustion of subbituminous or
lignite coals tends to have relatively high levels of Hg", low
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levels of Hg (II), and low amounts of fly ash carbon. Accord-
ingly, lower amounts of mercury are captured by the PM con-
trol devices used on units fired with subbituminous coal or
lignite. The use of sorbent injection or wet FGD technologies
to control mercury emissions at coal-fired power plants re-
sults in residues, which may be used as by-products or dis-
posed of in lagoons, landfills, or mining areas. Limited data
suggest that leaching of mercury at disposal sites may not be
an issue. However, no information is currently available on
volatilization of mercury from by-products or disposed wastes.
Near-term research is needed to address these issues and, if
needed, improved waste management methods must be
developed to prevent the release of mercury back into the
environment.
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In 1998, EPA issued an Information Collection Re
to the electric utility industry. The purpose of this request was
to provide data needed to evaluate the emission of mercury
from coal-fired utility boilers. The ICR data collection effort
was conducted in three phases. In Phase I, information was
collected on the fuels, boiler types, and air pollution control
devices used at all coal-fired utility boilers in the United States.
In Phase II, coal data were collected and analyzed by the util-
ity industry for 1140 coal-fired units. A minimum of six coal
samples were collected and analyzed for each of these units
every month in 1999. Each sample was analyzed for Hg, chlo-
rine (Cl), sulfur, moisture and ash content, and calorific value.
In Phase III, mercury measurements were made using the modi-
fied OH method for total and speciated mercury. Addition-
ally, Phase IIl coal samples were collected and analyzed in
conjunction with the OH method sampling tests. Additional
information and a summary of data collected under the ICR
are available from the Unified Air Toxics Web site at http://
www.epa.gov/itn/uatw/combust/utiltox/utoxpg. html.

The evaluation of Phase I data indicated that U.S. utility .
boilers burned 712 million Mg (786 million tons) of coal and
waste fuels in 1999. Approximately 52% of these fuels con-
sisted of bituminous coal and 37% was subbituminous coal.
Other fuels included lignite, anthracite, reclaimed waste coal,
mixtures of coal and petroleum coke (pet-coke), and mixtures
of coal and tire-derived fuel (TDF). Pulverized-coal (PC)-fired
boilers represent approximately 86% of the total number and
90% of total utility boiler capacity. Based on capacity, other
types of boilers include cyclone-fired boilers (7.6%), fluidized-
bed combustors (1.3%), and stoker-fired boilers (1.0%).

The 1999 ICR responses indicate that a variety of emission
control technologies are employed to meet requirements for
sulfur dioxide (SO,), nitrogen oxides (NO,), and PM. Most utili-
ties control NO, by combustion modification techniques and
SO, by the use of compliance coal. For post-combustion con-
trols, 78.1% of units have PM controls only; 18.6% have both




PM and SO, controls; 2.1% have PM and NO, controls; and
1.2% have three post-combustion control devices.

All coal-fired utilities use PM controls. ESPs are found on
84% of units and FFs on 14%. The remaining units use either
mechanical collectors or wet PM scrubbers. Post-combustion
SO, controls are less common than PM controls. Wet FGD sys-
tems are used on 15.1% of the units, and spray dryer absorb-
ers (SDA) are used on 4.6% of the units surveyed. While
the application of post-combustion NO, controls is becoming
more prevalent, only 3.8% of the units used either selective
noncatalytic reduction (SNCR) or selective catalytic reduction
(SCR) systems in 1999.

The methods used to evatuate the ICR data were based on
two interrelated objectives. The first was to estimate the
amount, speciation, and geographical distribution of national
mercury emissions from coal-fired power plants in 1999. The
second was to characterize the effects of coal properties,
combustion conditions, and flue gas cleaning methods on the
speciation and capture of mercury.

The method selected to estimate national Hg emissions
used (1) the mean Hg content of coal burned in each unit
during 1999; (2) the amount of coal burned in the unit during
1999; and (3) a unit-specific, coal-boiler control device emis-
sion factor developed from the ICR emission tests.

The results of the national emission estimates indicated
that in 1999

e coal and related fuels burned in coal-fired utility boilers
contained 68 Mg (75 tons) of mercury;

* the air pollution control devices currently installed on
these units captured 43% of the mercury in the as-burned
fuels; and

» 39 Mg (43 tons) of mercury were emitted to the atmos-
phere from coal-fired utility power plants.

The air pollution control technologies now used on coal-
fired utility boilers exhibit levels of mercury control that range
from O to 99% (see Table 1). The best levels of control are
generally obtained by emission control systems that use FFs.
The amount of mercury captured by a given control technol-
ogy is better for bituminous coal than for either subbitumi-
nous coal or lignite.

The lower levels of mercury capture in plants firing subbitu-
minous coal and lignite are attributed to low fly ash carbon con-
tents and a higher fraction of Hg® in the flue gas from fuel
combustion. For example, the average capture of mercury in PC-
fired units equipped with a cold-side ESP (CS-ESP) was 46% for
six units burning bituminous coal, 14% for six units burning
subbituminous coal, and near zero for one unit burning lignite.

Plants that employ only post-combustion PM controls ex-
hibit average mercury emission reductions ranging from 0 to
83%. The highest levels of control were observed for units with
FFs. Decreasing levels of control were shown for units with
ESPs, PM scrubbers, and mechanical collectors. Units equipped

with dry scrubbers (SDA + ESP or SDA + FF systems) exhibited
average mercury captures, ranging from 98% for two units
burning bituminous coals to 25% for three units burning sub-
bituminous coal. The predominance of Hg® in stack gases of
units fired with subbituminous coal and lignite is a result of
low levels of Hg® oxidization.

The capture of mercury in units equipped with wet FGD
scrubbers is primarily dependent on the relative amount of
Hg (1) in the inlet flue gas. The average mercury capture in
wet FGD scrubbers ranged from 36% for one PC-fired CS-ESP
+ FGD unit burning subbituminous coal to 96% in a PC-fired
CS-FF + FGD unit burning bituminous coal. The high mercury
capture in the FF + FGD unit is attributed to increased oxidiza-
tion and capture of mercury in the FE.

Mercury captures in PC-fired units equipped with spray
dry scrubbers and wet scrubbers appear to provide similar lev-
els of control on a percentage reduction basis. However, this
observation is based on a small number of short-term tests at
a limited number of facilities. Additional testing will be
required to fully characterize the effects of fuel, combustion
conditions, and current air pollution control devices on the
speciation and capture of mercury.

GRGOMTROLE
Preliminary evaluations of the ICR data indicate that tech-
nologies currently in place for control of criteria pollutants
achieve reductions in mercury emissions that range from 0 to
>90%. Current levels of mercury control can be increased by
the application of mercury retrofit technologies or methods
designed to increase capture of more than one pollutant.
Bench- and pilot-scale tests have shown that the capture of
Hg in PM control devices generally increases as the carbon
content of fly ash increases. Increased use of combustion modi-
fication techniques that increase ash carbon content will
generally increase the amount and capture of Hg (p).

Tests on bituminous-coal-fired units equipped with SNCR
+ CS-ESP and SCR + SDA + FF systems exhibited average mer-
cury emission reductions of 91 and 97%, respectively. By com-
parison, average mercury reductions in similar units without
post-combustion NO, controls were 48 and 98%, respectively.
Recent tests on a pilot-scale combustion system equipped with
an ESP have also indicated that SNCR and SCR systems may
enhance mercury capture in PM control devices. However, the
level of capture appears to be highly dependent on the type of
coal burned. It is believed that the use of combustion modifi-
cation techniques and post-combustion NO, control technolo-
gies that are applied on NO, State Implementation Plan (SIP)
units will also increase the capture of mercury in these units.

The retrofit of utility units to control emission of primary
fine PM and SO, (precursors to secondary fine PM in the form
of sulfates) will also provide co-benefits in the control of mer-
cury. This is apparent from the increased control of mercury
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on units equipped with FFs, dry FGD scrubbers, and wet
FGD scrubbers. The use of multipollutant sorbents or the modi-
fication of equipment to control fine PM would enhance the
ability to control mercury emissions, and the costs of mercury
control would be modest. Technologies developed for use on
existing wet FGD units could also be used for new scrubber
retrofits intended to control the emission of secondary fine
PM precursors. Generally, the control of mercury emissions
via multipollutant control technologies can provide a cost-
effective method for collectively controlling pollutants.

RETROFIT TECHMILOGIES
The evaluation of technologies that can be used to increase
the control of mercury emissions was based primarily on the
results of research sponsored by the U.S. Department of En-
ergy (DOE), EPA, the Electric Power
Research Institute (EPRI), and the

3.Installation of a semi-dry circulating fluidized-bed
absorber (CFA) upstream of an existing ESP used in
conjunction with sorbent injection. The CFA recirculates
both fly ash and sorbent to create an entrained bed with
a high number of reaction sites. This leads to higher sor-
bent use and enhanced fly ash capture of mercury and
other poilutants.

Units equipped with an FF require less sorbent than units
equipped with an ESP. ESP systems depend on in-flight ad-
sorption of mercury by entrained fly ash or sorbent particles.
FFs obtain in-flight capture and capture as the flue gas passes
through the FE

In general, the successful application of cost-effective sor-
bent injection technologies for ESP and FF units will depend on
the development of lower cost and/or higher performing sor-
bents and appropriate modifications
to the operating conditions or equip-

utility industry. Research com-
pleted prior to 1999 is summarized
in the “1999 Critical Review, Mer-
cury Mcasurcment and fts Con-
trol,” published in the Journal of the
Air & Waste Management Association
in June 1999.+

A practical approach to control-
ling mercury emissions at existing
utility plants is to minimize capi-
tal costs by adapting or retrofitting
the existing equipment to capture
mercury. Potential retrofit options
for the control of mercury were in-

pollutants.

Géﬁerally, the control of
mercury emissions via
multipollutant control
technologies can provide
a cost-effective method
for collectively controlling

ment being currently used to con-
rol PM, NO,, and 50, emissions.

SDA systems that use calcium-
based sorbents are the most com-
mon dry FGD systems used in the
utility industry. Aqueous slurry con-
taining the sorbent is sprayed into
an absorber vessel where the flue gas
reacts with the drying slurry drop-
lets. The resulting, particle-laden,
dry flue gas then flows to an ESP or
FF where fly ash and SO, reaction
products are collected.

CFAs are “vertical duct absorb-

vestigated for units that currently
use the following post-combustion
emission control technologies: ESPs or FFs for control of PM;
dry FGD scrubbers for control of PM and SO,; and wet FGD
scrubbers for control of PM and SO,.

ESPs and FFs are either cold- or hot-side devices. Hot-side
devices are installed upstream of the air preheater, while cold-
side devices are installed downstream. Flue gas temperatures
in hot-side devices typically range from 370 to 450 °C (700 to
840 °F), while cold-side devices typically operate at tempera-
tures ranging from 120 to 160 °C (250 to 320 °F). Based on
current information, it appears that little mercury can be cap-
tured in hot-side ESPs or ks,

Least-cost retrofit options for the control of mercury emis-
sions from units with ESVs or kFs are believed to include

1. Injection of a sorbent upstream of the ESP or FE. Cooling

of the stack gas or modifications to the ducting may be
needed to keep sorbent requirerents at acceptable levels.

2. Injection of a sorbent between the ESP and a pulsejet FF

retrofitted downstream of the ESP. This approach will
increase capital costs but reduce sorbent costs.
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ers” that allow simultaneous gas
cooling, sorbent injection and re-
cycle, and gas absorption by flash drying of wet lime reagents.
It is believed that CFAs can potentially control mercury emis-
sions at costs lower than those associated with spray dryers.

Dry FGD systems are already equipped to control emis-
sions of SO, and PM. The modification of these units for the
capture of mercury and other air toxics is considered to be the
easiest retrofit problem to solve.

Wet FGD systemns are typically installed downstream of an
ESP or FE Wet limestone FGD scrubbers are the most com-
monly used scrubbers on coal-fired utility boilers. These FGD
units generally capture more than 90% of the Hg (I) in the
flue gas entering the scrubber. Consequently, existing wet FGD
scrubbers may lower mercury emissions by about 20% to more
than 80%, depending on the speciation of mercury in the
inlet flue gas.

Improvements in wet scrubber performance in capturing
mercury depend primarily on the oxidation of Hg® to Hg (11).
This may be accomplished by either the injection of appro-
priate oxidizing agents or the installation of fixed oxidizing
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catalysts upstream of the scrubber to promote

oxidization of Hg® to soluble species.

An alternative strategy for controlling Hg
emissions from wet FGD scrubbing systems is
to inject sorbents upstream of the PM control
device. In wet FGD systems equipped with

ESPs, performance gains are limited by the in-
flight oxidization of Hg’, and the in-flight cap-

ture of Hg (1) and Hg°. In systems equipped

with FFs, increased oxidization and capture of

mercury can be achieved as the flue gas flows

through the FE Increased oxidization of Hg®

in the FF will result in increased mercury re-
moval in the downstream scrubber.

MERCURY COMTROL
BT PR COBTS

Annualized costs of mercury controls using

PAC injection have been estimated based on
recent pilot-scale evaluations with commer-
cially available adsorbents (see Table 2). These
estimates were based on the results of a co-
operative study between DOE and EPA on the
costs of potential mercury emission control technologies.*The
estimated control costs range from 0.31 to 3.78 mills/kWh,
with the highest costs associated with plants having hot-side
electrostatic precipitators (HS-ESPs). For plants representing
89% of current capacity and using controls other than HS-
ESPs, the costs range from 0.31 to 1.92 mills/kWh. Assuming
a 40% reduction in sorbent costs by use of a composite lime-
PAC sorbent for mercury removal, cost projections range from
0.18 to 2.27 mills/kWh with higher costs again being associ-
ated with plants using HS-ESPs.

In comparison, the estimated annual costs of mercury con-
trols, as a function of plant size, lie mostly between the costs
for low-NO, burners (LNBs) and SCR systems.(-The costs of
mercury control will dramatically diminish if retrofit hard-
ware and sorbents are employed for control of other pollut-
ants such as NO,, SO,, or fine PM.Y

The performance and cost estimates of PAC injection-based
mercury control technologies presented here are based on rela-
tively few data points from pilot-scale tests and are considered
to be preliminary. However, based on pilot-scale tests and the
results of ICR data evaluations, EPA is confident that the sor-
bents and technologies now being developed will reduce the
costs of mercury controls beyond current estimates.

PABRCLUIRY BEMAYBOR 1M

LoAL DOMBLUSTION BY-PRODUCTS

The operation of electric utility power plants results in solid
discharges including fly ash, bottom ash, boiler slag, and FGD
residues. These residues already contain mercury, presumably

as bound mercury that is relatively insoluble and nonleachable.
In 1998, approximately 98 million Mg (108 million tons) of
CCRs were generated. Of this amount, approximately 70 mil-
lion Mg (77 million tons) were landfilled and approximately
28 million Mg (31 million tons) were used for the manufac-
ture of by-products.

Increased control of mercury emissions from coal-fired
power plants may change the amount and composition of
CCRs. Such changes may increase the potential for release
of mercury to the environment from either landfilling or
uses of CCRs. Available data have been collected to help
characterize this potential and to identify data gaps that
may exist to understand the potential life-cycle environ-
mental burdens associated with current and future man-
agement practices of CCRs.

Mercury volatilization or leaching is possible during any
phase of CCR life cycle (production, usage, or disposal). Avail-
able CCR data report a range of values for mercury concentra-
tion based on varying mercury contents in the input coal,
varying mercury capture rates for PM and SO, control devices,
and differences in analytical and sampling protocols in use.
Fly ash and FGD residues typically have higher mercury con-
centrations than bottom ash and boiler slag. The mercury
concentrations in the residues are typically in the sub-
parts-per-million (ppm) range (i.e., <1.0 ppm).

More than 70% of the total mass of CCRs produced in
1998 went to land disposal (mostly landfilling, although some
went to surface impoundments) and the remainder was
managed in beneficial uses. Mercury volatilization of CCRs in
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landfills and/or surface impoundments is expected to be low
due to the low temperatures involved and the existence of a
relatively small surface area per unit volume of residue. Since
the residues are typically alkaline and the mercury is adsorbed
on alkaline particles, acid leaching potential is expected to be
minimal. Limited available data indicate nondetectable mer-
cury levels in the leachate. However, due to the large volumes
of residues being land-disposed and the increase in mercury
content, some limited work would help provide direct mea-
surements to ensure that mercury would not be released into
the environment.

There are several commercial uses of CCRs where available
data on which to characterize the mercury emission potential
are lacking. These include

» Cement production—Mercury volatilization is a concern

if fly ash is input to cement kilns in which temperatures
reach 1500 °C (2700 °F).

e Structural fill—Mercury volatilization is not a concern,
but leaching is possible, aithough the alkaline nature of
fly ash reduces this concern.

Mining applications—There is concern that leaching may

occur due to the acidic conditions occurring during min-

ing applications.

Wallboard—The substitution of FGD residues for natural

gypsum has been growing rapidly. Volatilization of

mercury in the FGD by-products during manufacturing

(during the drying process) is a concern.

» Mineral filler—Mercury volatilization during the produc-
tion and application of asphalt using fly ash fillers is of
concern since the production and application of asphalt
occurs at temperatures above 175 °C (350 °F).

 Agriculture—Fly ash, bottom ash, and FGD sludge are
used as soil amendments, generally replacing lime. The
potential for mercury leaching or uptake in plants needs
to be evaluated to determine the potential fate of mer-
cury. This has been a concern of environmental interest
groups, and data are needed to be able to determine the
ultimate fate of mercury.

*®

FUTUBE EFFORTS

EPA plans to work closely with DOE, EPRI, and the utility
industry to continue the development of mercury and multi-
pollutant control technologies. Only a collaborative effort will
provide all of the scientific knowledge, engineering skills, and
financial resources needed to develop effective control tech-
nologies and regulatory requirements.

Additional efforts are planned to characterize the behavior
of mercury in coal-combustion systems. These efforts will in-
clude further research on the speciation and capture of
mercury, and the stability of mercury in CCRs and residue by-
products. The control capabilities and costs of potential mer-
cury retrofit technologies currently under pilot-scale
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development will be continued and appropriate control tech-
nologies should be evaluated on full-scale units. Additionally,
an evaluation of the co-control of mercury with available PM,
SO,, and NO, controls is needed.

A team approach would ensure that appropriate regula-
tory and scientific guidance is available in the development
of mercury and multipollutant control technologies. Mer-
cury measurement and monitoring capabilities must be
consistent with the regulatory approaches that may be
considered. Field activities need to be coordinated to (1) im-
prove the emissions database; (2) develop the technologies
most appropriate for EPA goals (e.g., mercury-specific vs.
multipollutant controls); and (3) refine cost data and mod-
els based on actual field experience. @
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CP&L North Cérolina Baseload Generation

Used to Serve'North Carolina Customers

Coal-Fired Plants

Cape Fear

Weatherspoon

Lee

Sutton

Asheville '

Roxboro & X T
Mayo N

Total North Carciina Coal-Fired Generation

Nuclear Plants

Brunswick

Harris

Total North Carolina Nuclear Gensration
Total North Carolina Baseload _Generétion

—

North Cafolina Retail Sales

North Carolina Wholesale Sales (Munis & Coops)

Total North Carolina Sales in Year 2000*

* Includes all sales to ultimate“consur'ners in NC, both CP&L direct

Year 2000

Generation

(MWh)
1,834,170
828,341
1,908,758
2,596,831
2,560,842
14,755,063
4.017.295
28,501,300

11,271,711

£.765.794
17,037,505

45,538,805

retail sales as well as CP&L sales to wholesale customers
(municipals and cooperatives) for resale to retail consumers.

Percent of North Carolina Baseload Generation
‘Ussad to Serve North Carolina Customers . 97.4%

- 5S

CP&L
05/30/2001
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
Senate Bill 1078*

AMENDMENT NO.
: (to be filled in by
+ S1078-ARL-11 [v.2] : Principal Clerk)
Page 1 of 2
Date 2001

. Comm. Sub. [YES]
Amends Title [NO]
Second Edition

‘~ , Representétiveé VI \‘l—L

‘1 ~moves to amend the bill on page 4, lines 17 through 39 by rewriting those lines to read:

2 o
3 ™§ 62-133.6. Environmental compliance costs-recovery.
4 (a) As used in this section. the term "environmental compliance costs" means

5 . only those costs prudently incurred between July 1, 2001 and June 30, 2014 by an
6 electric utility to comply with oxides of nitrogen (NO,) and sulfur dioxide (SO,) .
7 standards adopted pursuant to G.S. 143-215.107D that exceed the costs required to
8 comply with the revisions to the State Implementation Plan (SIP) to reduce emissions
9 of oxides of nitrogen (NO,) pursuant to the final notice published by the Administrator
10 of the United States Environmental Protection Agency at 63 Federal Register 57491 .
11  (October 27, 1998) and codified at 40 Code of Federal Regulations § 51.121 (July 1,
" 12 * 2000 Edition).
13 (b) The Commission shall allow each electric utility to recover its just,
14 reasonable. and prudently incurred environmental compliance costs through an
" 15 environmental compliance costs-recovery factor that is separate from the electric

\:;jﬁhws base rates, and that is fair to ratepayers and the electric utility, and in the public

17 interest.
“ - (c) The Commission shall hold a hearing and set the environmental compliance
19 costs-recovery factor for each electric utility in a manner that allows the electric utility
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NORTH CAROLINA GENERAL ASSEMBLY

AMENDMENT
Senate Bill 1078*
AMENDMENT NO.
' (to be filled in by
S1078-ARL-11 [v.2] Principal Clerk)
, ' Page 2 of 2

to recover its projected environmental compliance costs through a levelized rate over a

period of time not to exceed 13 vears beginning July 1, 2002. Every two years after the
Commission first sets the environmental compliance costs-recovery factor, the
Commission shall hold a hearing and adjust such levelized rate to incorporate the
experienced under-recovery or over-recovery of the electric utility's environmental
compliance costs incurred during the previous two vears and any revisions to the
electric utility's projected environmental compliance costs. If either of the last two
adjustment proceedings, or both of them, results in an increase in the environmental
compliance costs-recovery factor that the Commission determines to be so high that
recovering it within the time allowed in this subsection would be against the public
interest, the Commission may extend the recovery period for a time not to exceed three
additional years.

(d) The Commission shall adopt rules to implement this section.”.

SIGNED ?Vc:g QM QWA\

Amendment Sp\onsor

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED - FAILED TABLED




North Carolina General Assembly
Legislative Services Office
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George R. Hall, Legislative Services Officer

(919) 733-7044

Tony C. Goldman, Director
Administrative Division
Room 9, Legislative Building
16 W. Jones Street

Raleigh, NC 27603-5925

(919) 733-7500 (919) 733-6660 (919) 733-4910
To: House Public Utilities Committee
From: Kristen Crosson, Research Assistant
Steve Rose, Principal Attorney
Date:  June 6, 2001 ‘
Re: Committee inquiry as to % increase in fuel costs

Gerry F. Cohen, Director
Bill Drafting Division
Suite 401, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925

James D. Johnson, Director
Fiscal Research Division
Suite 619, LOB

300 N. Salisbury St.
Raleigh, NC 27603-5925

Dennis W. McCarty, Director
Information Systems Division
Suite 400, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-6834

Percentage Increases in Price of Residential Retail Fuel from 2000 to 2001

Auto Gasoline
From May 2000 to May 2001:

Raleigh

7.45% average

Asheville 7.45% average
Charlotte 6.11% average

Wilmington

7.45% average
(North Carolina figures from Triple A)

Fuel oil (home heating oil)
From January 2000 to January 2001:
Increase of 21%

From March 2000 to March 2001:

Increase of 3.5%
(North Carolina figures from Energy Information Administration)

Natural gas

From June 2000 to June 2001:

Public Service Company of NC (PSNC)
Piedmont Natural Gas Co. (Piedmont)
North Carolina Natural Gas Corp. INCNG)

30.30% average
25.73% average
22.19% average

(North Carolina figures from the Public Staff of NC Utilities Commission)

Terrence D. Sullivan, Director
Research Division

Suite 545, LOB

300 N. Salisbury St.

Raleigh, NC 27603-5925
(919) 733-2578

Please call Steve Rose or Kristen Crosson in the Research Division at 919-733-2578 if you have
further questions.

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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The People’s Plan for Clean Air
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The North Carolina Clean Smokestacks Plan was developed by a coalition of
environmental, public health, and citizen groups. It was inspired by the 11,000 North

~+ Carolina citizens who expressed their desire for clean air and strict reductions in

smokestack emissions during public hearings on air quality held during the summer of .
2000. The state and local organizations that participated in developing the Clean
- Smokestacks Plan were the following: : :

Environmental Defense

Appalachian Voices

Blue Ridge Environmental Defense League
Canary Coalition '
Clean Water Fund of North Carolina
Conservation Council of North Carolina
North Carolina Conservation Network
North Carolina Public Interest Research Group
North Carolina Solar Energy Association
Sierra Club ’

Southern Environmental Law Center
Western North Carolina Alliance

March 2001




Norfh Carolina Clean Smokestacks Plan

Consequentes of Dirty Al

Executive Summary

From the mountains to the sea, North Carolina has long been recognized for its natural
beauty and high quality of life, a reputation that makes it difficult to accept that the
state’s air quality is now on the decline. :

The North Carolina Clean Smokestacks Plan documents the serious public health and
environmental problems resulting from coal-fired power plants and other sources of air
pollution. It then offers a policy framework for executive and legislative action to reduce -

emissions from coal-fired power plants and clean up North Carolina’s air.

Emissions of nitrogen oxides (NO,), sulfur dioxide (SOy), mercury, and carbon dioxide

(CO2) undermine public health, the environment, and the economy of North Carolina in '

the following ways:

* Public Health. North Carolina’s air quality consistently ranks among the least
healthy in the nation; for example, in 1999, the state had the fifth highest number of
unhealthy air days. The American Lung Association found the Charlotte metropolitan
area to have the eighth smoggiest air in the nation, and the Raleigh~Durham area
ranked seventeenth. It is estimated that NO, pollution from power plants triggers
more than 200,000 asthma attacks across the state each year and SO, pollution causes
more than 1,800 premature deaths, ranking North Carolina as the fourth worst state in
the nation for power-plant related deaths. Airborne mercury falls into the state’s
rivers and estuaries, contaminating freshwater and saltwater fish populations.
Mercury compounds bioaccumulate in the food chain, making king mackerel, bass (in-
some areas), and bowfin unfit for human consumption by children and women of

- childbearing age. oL

* Visibility. Visibility in the southeast has declined by 75% from natural levels. One
should be able to see out 93 miles on an average day in the Smoky Mountains, but
now air pollution has reduced this to an average of 22 miles. On any given summer
day in the mountains, there is a good chance that views may be entirely obscured by .-
pollution.

» Ecosystems. Air pollution causes acid rain and nitrogen deposition, which make
vegetation more susceptible to disease and pests, contributing to stunted growth and
significant declines in populations of dogwood, spruce, fir, beech, and other tree
species. Rainfall in the Great Smoky Mountains National Park is five to ten times
more acidic than normal rainfall. In the east, airborne nitrogen adds to nutrient
pollution in sensitive coastal watersheds, contributing to algal blooms and fish kills.
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¢ Economic Consequences. North Carolina’s dirty air threatens the vitality of the - -

state’s economy. Dirty air is estimated to cost the state over $3.0 billion annually in
morbidity and mortality costs. Air pollution also reduces crop yields, which causes
North Carolina farmers to lose more than $175 million each year. Frequent smog -
alerts atop the Great Smoky Mountains discourage hiking and other outdoor o
activities. The impairment of visibility undermines North Carolina’s $12 billion - -
tourism industry.” The loss in economic activity in the area around the Great Smoky

~ Mountains National Park is estimated to cost more than $200 million each year.

* Global Climate Change. Carbon dioxide pollution from power plants and other
sources is one of the primary pollutants that contributes to global warming, which
over the next thirty years is expected to raise sea levels off the North Carolina coast
by 7.5 inches, a rise that could completely inundate or change the coastline at
Wrightsville Beach, Topsail Beach, and the Quter Banks.

The sources of air pollution of greatest concern in North Carolina are coal-fired power
plants, followed by mobile sources. Power plants emit 82% of all sulfur dioxide air
‘emissions, 45% of nitrogen oxides, and 65% of mercury. Automobiles and other mobile
sources emit 48% of the nitrogen oxides. '

Technologiés to control both NOy and SO, emissions from old, coal-fired power plants

are both affordable and available:

* Selective Catalytic Reduction (SCR). SCRs can reduce NO, emissions by more than.

80% from uncontrolled levels.

» Flue Gas Desulfurization (Scrubbers). Scrubbers are able to reduce sulfur dioxide
emissions by more than 90% from uncontrolled levels.

® Clean Energy Sources. Renewable energy sources such as wind power essentially
eliminate all air pollution from power generation. Efficiency, conservation, and
switching to cleaner fuels also substantially reduce air pollution. -

Currently, only three of the fourteen major power plants in the state have committed to
installing SCR systems, and no facilities use scrubbers. Installation of scrubbers
combined with SCR systems can reduce mercury emissions by up to 95% from
uncontrolled levels. Carbon injection and other cutting-edge technologies also are being
used to control mercury from other combustion sources, such as municipal waste and
medical waste incinerators. These technologies show promise in substantially reducing
mercury emissions from power plants, although the widespread implementation of such
technologies at coal-fired power plants may require further work. Switching fuels to
natural gas or using other cleaner sources of energy such as wind power achieve even
higher NOx, SO2, and mercury reduction levels and reduce carbon dioxide as well.
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Solutions’

North Carolina could easily make dramatic strides toward cleaner air. We know the
consequences of dirty air and its principal sources, and we have technologies to reduce
emissions from coal-fired power plants.

North Carolina’s power plants must meet modern standards for NO, and SO, and
drastically lower their emissions of mercury and CO2 in order to protect the public
health, the environment, and the economy. Table A outline the kinds of specific reduction
targets that are both feasible and vital to public health and environmental protection. It is
important that new laws and regulations be phased in over a reasonable length of time to

- enable the utility companies to plan and retrofit their power plants as cost effectively as

possible. The large size of the reductions needed is a testament to the amount of
pollution spewing forth from the so-called grandfathered power sector, whose plants are
largely uncontrolled.

Federal and state strategies to reduce emissions from cars and other “mobile sources”
also are needed to clean our air. Emissions from the power plants, however, remain the
chief obstacle to clean, healthy air for all North Carolinians.

‘Table A. Achievﬁble Reduction Targets from the Power Plant Sector

v" Summertime Nitrogen Oxides. Cap summertime NO, emissions at 23,000 tons, an
80% reduction over 1998 levels. These reductions should be phased in by 2007.

v" Year-Round Nitrogen Oxides. Cap year-round NO, emissions at 50,000 tons, an )
80% reduction over 1998 levels. The reductions should be phased in by 2007. _ N

v .Sulfur Dioxide. Cap emissions of SO, at 85,000 tons armually, an 82% reductlon
over 1998 levels. The reductions should be phased in by 2007. :

v" Mercury. Reduce year-round emissions of mercury by 90% from 1998 levels. The
reductions should be phased in by 2007..

v Carbon Dioxide. Cap new CO2 emissions at 1990 levels, as called for by the United
Nations Framework Convention on Climate Change, which has been ratified by the
United States.
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If the compliance costs for NOx, SO2, and mercury were passed on to consumers, the
total cost to reduce emissions to the levels recommended in the North Carolina Clean
Smokestacks Plan would raise an average household’s power bill by $4.09 per month.
However, power companies must request a rate review from the North Carolina Utility
Commission before they can pass on the costs of these controls to consumers, which -
means that in the end rates may not be increased at all. '

Overall, the benefits of improved air quality far outweigh the costs (see Table B and
Figure A). That is, the cost savings resulting from reducing the coal-fired power plant
emissions by the amounts called for in the North Carolina Clean Smokestacks Plan would
be $3.5 billion annually, compared with the utilities’ cost of compliance, which is $450
million. The difference is a net economic benefit of more than $3.0 billion each year.
Note that benefits and costs of CO2 are not included in this analysis, as climate change - .
issues will be dealt with more fully in a later report. ' '

Table B. Benefits and Costs of Reducing Smokestack Pollution

Benefits or ' Cost of Compliance
Cost Savings : (million' $)
(million $§)
Ozone reduction ‘ Summertime NO, $112
(health, forests, and - $292
agriculture) - _ :
Particulate matter - $3,108 Year-round NO, $22
(health) ,
Visibility -$87 | SO, ' : 5315
(tourism) :
Benefits not ' Mercury .| No marginal cost
| quantified (e.g., . — . - | beyond NO, and
cancer, ecosystem . _ U SO; controls
damage) o ' ' ‘
‘ Total | $3,487 million . Total $449 million
or
$3.5 billion-




Figure A. Benefits versus Costs of Controlling Smokestack Pollution
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Primary Récommendation -

N AR A,

The General Assembly should pass -- and Governor Mike Easley should sign into law --
a comprehensive clean smokestacks bill requiring the state’s power plants to meet

‘aggressive clean emission standards for NO, and SO, and also to drastically lower

mercury emissions. The bill should be based on achievable reduction targets -- 80% for
NOx, 82% for SO;, and 90% for mercury. Controlling air emissions from power plants
is the single most important action that North Carolina can take to clean its dirty air and

thereby ensure the health of its citizens, environment, and economy for future

generations.

Suminafy of Récommendations

Reducing the amount of poliution emitted by power plants will require strong leadership |
by Govemnor Easley, legislators, members of the Environmental Management
Commission, and other state officials. The North Carolina Clean Smokestacks Plan calls
for the following: '




Governor Easley

" Persuade the General Assembly to adopt a clean smokestacks bili requiring the state’s
power plants to meet aggressive clean-up targets for NOy, SO, , mercury, and CO2.

¢ Upon cleaning up North Carolina’s power plants, take advantage of federal laws
(such as Section 126 of the Clean Air Act) to encourage upwind states such as
Tennessee, Georgia, Kentucky, and Ohio to reduce the ajr pollution they contribute to’
North Carolina. ' o

e Direct the North Carolina Department of Environment and Natural Resources to
finalize Phase III of the Governor’s Clean Air Plan to ensure that the state sufficiently
reduces NOy émissions year-round from both point and mobile sources to meet health
standards. Phase III should also map out strategies to reduce SO, and mercury

- emissions. - _ -

* Direct the North Carolina Energy Office to develop a plan by December 2001 for
increasing the use of renewable sources of energy to 10% of all power generation by
2010 and 20% by 2020. This plan should also outline strategies to improve energy
efficiency and increase conservation. ' ‘ '

o Urge the U.S. Environmental Protection Agency to adopt strong particulate matter
and NOy emission standards for non-road heavy-duty diesel engines.

General Assembly
e Pass a clean smokestacks bill requiring the state’s power plants to meet aggressive
clean-up targets for NO, SO, , mercury, and CO2. »
* Require utilities to disclose publicly through quarterly inserts in their electricity bills
the sources of energy, emissions, and wastes generated from energy production. ‘ ‘
* Create a greenhouse gas registry program so that power companies can receive credit
for early reductions in carbon dioxide and other greenhouse gases. -
-o  Create tax incentives for residents to buy low- and zero-emission vehicles.

Environmental Management Commission S

* Pass rules to cap utility summertime NO, emissions at 23,000 tons and to reduce NO, -
emissions to 50,000 tons year-round, complementing any actions that the General . -
Assembly may take. 4 - '

* Pass rules to cap SO, emissions at 85,000 tons year-round, complementing any
actions that the General Assembly may take.

® Pass rules to reduce year-round emissions of mercury by 90% from 1998 levels,
complementing any actions that the General Assembly may take.

North Carolina Utilities (Duke Energy and Progress Energy) :

* Develop and implement plans for reducing emissions of NO, SO, mercury, and CO2
to meet North Carolina’s public health, environmental, and economic needs. ‘

¢ Commit to phasing out outdated power plants and increasing the use of less polluting
sources of energy such as natural gas and renewable sources. -




Governor Easley

Persuade the General Assembly to adopt a clean smokestacks bill requiring the state’s
power plants to meet aggressive clean-up targets for NOx SO, , mercury, and CO2.
Upon cleaning up North Carolina’s power plants, take advantage of federal laws -
(such as Section 126 of the Clean Air Act) to encourage upwind states such as
Tennessee, Georgia, Kentucky, and Ohio to reduce the air pollution they contribute to
North Carolina.

. Direct the North Carolina Department of Enwronment and Natural Resources to

finalize Phase III of the Governor’s Clean Air Plan to ensure that the state sufficiently
reduces NOy emissions year-round from both point and mobile sources to meet health
standards. Phase III should also map out strategies to reduce SO, and mercury
emissions.

Direct the North Carolina Energy Ofﬁce to develop a plan by December 2001 for
increasing the use of renewable sources of energy to 10% of all power generation by :
2010 and 20% by 2020. This plan should also outhne strategles to improve energy -
efficiency and increase conservation.

Urge the U.S. Environmental Protection Agency to adopt strong particulate matter
and NOy emission standards for non-road heavy-duty diesel engines.

General Assembly

Pass a clean smokestacks bill requiring the state’s power plants to meet aggresswe
clean-up targets for NOy SO, , mercury, and CO2.

Require utilities to disclose publlcly through quarterly inserts in their electricity bllls
the sources of energy, emissions, and wastes generated from energy production.
Create a greenhouse gas registry program so that power companies can receive credit
for early reductions in carbon dioxide and other greenhouse gases.

Create tax incentives for residents to buy low- and zero-emission vehicles.

Environmental Management Commission

Pass rules to cap utility summertime NO, emissions at 23,000 tons and to reduce NOy
emissions to 50,000 tons year-round, complementing any actions that the General
Assembly may take. :

Pass rules to cap SO emissions at 85 ,000 tons year-round, complementing any

actions that the General Assembly may take.

Pass rules to reduce year-round emissions of mercury by 90% from 1998 levels,
complementing any actions that the General Assembly may take.

“North Carolina Utilities (Duke Energy and Progress Energy)

Develop and implement plans for reducing emissions of NOy, SO,, mercury, and CO2

to meet North Carolina’s public health, environmental, and economic needs.
Commit to phasing out outdated power plants and increasing the use of less polluting
sources of energy such as natural gas and renewable sources.
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 North Carolina
Clean Smokestacks Plan

Each year, the air pollution from North Carolina’s coal-fired power plants causes
thousands of premature deaths, hundreds of thousands of asthma attacks, critical damage
to ecosystems statewide, and severe reductions in visibility in the mountains. This
smokestack pollution not only harms North Carolina’s public health and environment, but
also undermines its economic health and quality of life. Although technologies, clean
fuels, and other innovative strategies and practices are now available to control the
pollution from power plants, North Carolina’s utilities have so far made only modest
commitments to reduce their emissions of nitrogen oxides (NOy), and no plants in North
Carolina have installed equipment to control their emissions of sulfur dioxide (SO,) or

- mercury. In sum, North Carolina will not be able to clean its air unless power plant
smokestack emissions are reduced dramatlcally

Governor Mike ,Easley has stated his commltment to bringing back cleaner, healthier air
to North Carolina. The North Carolina Clean Smokestacks Plan outlines the health,
environmental, and economic consequences air pollution, and it presents economically
feasible solutions to reduce emissions of NO,, SO, CO2, and mercury. Clean energy,
efficiency, conservation, and fewer emissions from automobiles also are critical to
improving the state’s air quality., so these issues are discussed as well. It then offers a
policy framework for executive and legislative action to reduce emissions from coal-fired
- power plants and clean up North Carolina’s air.
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The smokestack pollutants of greatest immediate concern to North Carolina are NOy,
SO,, mercury and carbon dioxide (CO,). Their effects are summarized in Table 1.

e Public health

Nitrogen oxides (NOy) e Ozone e Acidification of terrestrial and
e Acid deposition aquatic ecosystems
' e Particulate ¢ Eutrophication of coastal
- matter waters
‘ e Haze (reduced v151b111ty)
e Economy

. : : - e Public health
Sulfur dioxide (SO,) ¢ Particulate e Acidification of terrestrial and
matter aquatic ecosystems
 Acid deposition | e Haze (reduced visibility) .
e Economy

e Public health

Mercury Methylmercury Toxic contamination of fish
] ' species
, e Climate change
Carbon dioxide (CO,) -

2.1 Public Health

e Smog or Ozone. NO, pollution is

emitted from power plants, cars, able 2. A"‘ \

and other sources. It reacts with e . ’=§’?Health Impactsi:
chemicals in the atmosphere in Purple Very unhealthy; everyone, ‘
the presence of sunlight, creating especially children, should limit
ground-level ozone, the major outdoor activities.
constituent of smog. North - | Red Generally unhealthy; everyone,
Carolina citizens have become : especially children, should limit.
familiar with Code Red and Code outdoor activities.

Orange air quality alerts on - Orange Unhealthy for sensitive groups
smoggy days (Table 2); indeed, Yellow Moderate air quality

the number of unhealthy air days Green Healthy air
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has nearly doubled over the last ten years (Figure 1). In 2000 Charlotte even

- experienced a code purple day. In 1999, North Carolina ranked fifth in the United
States in number of unhealthy air days.' On such days, many people experience the
symptoms of a dry throat and a burning sensation in the lungs. As smog levels rise,
more segments of the population are warned to avoid the outdoor air.

Smog is not confined to urban areas of the state. Because air pollution is transported
through the atmosphere, the air quality in some rural counties is among the least
healthy. Even the Great Smoky Mountains National Park is not immune to bad air
days. In the summer of 1999, the park experienced fifty-two unhealthy air days, even
‘more than Raleigh.?

Figure 1. Unhealthy Air Days in North Carolina
(based on an eight-hour standard)

Number of Code Red and Orange Days

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Year

. Sourcé: North Carolina Department of Environment and Natural Resources, Air Quality

Planning Section, October 2000.

! Clean Air Network, “Danger in the Air: Unhealthy Smog Days in 1999,” January 2000.
2 Personal Communication, Jim Renfroe, Air Quality Specialist, Great Smoky Mountains National Park,
February 2000. ' '
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Ozone causes chest pain, coughing, throat irritation, and congestion, in addition to the
following health problems:

— Smog in North Carolina is estimated to have caused 1,900 respiratory hospital
admissions, 630 asthma emergency foom visits, and 740 ,000 asthma attacks
during the summer months of 1997.°

~ Smog exacerbates the severity and frequency of asthma cases. Nationally, asthma
rates jumped by 75% between 1980 and 1994, and among children under four
years old, asthma rates mushroomed by 160%."

— Exposure to ozone hurts children the most, because they breathe more air per
pound of body weight than adults do and their respiratory systems are still
developing.

.— Ozone has negative health effects even at “safe” levels. One study reported 28%
more emergency room visits for asthma when ozone levels were above 60 parts
per billion (ppb), a value well below the current health standard.’

— Smog harms everyone who breathes, not just children and the elderly. For
example, in the summer, the lung function of even healthy people who exercise or .
work outdoors, like construction

workers, may be reduced by
- 15% when exposed to low levels
of ozone over several hours.

. Particulate Matter (PM). NO, and
SO, pollutants react in the
atmosphere to form tiny particles
called fine particulate matter. This
matter is breathed deeply into the
lungs where it clogs the body’s air
intakes or is absorbed into the
bloodstream. Major epidemiological
studies have associated even
moderate concentrations of fine
particles with a variety of serious
health effects, including
hospitalization and death. Particulate
matter is estimated to be responsible
for 1,800 premature deaths each year
in North Carolina, earning the state

the dubious ranking of fourth worst in the natlon for PM related mortahty On a per
capita basis, Asheville is rated sixth in the nation among cities for premature deaths

* Abt Associates for the Clean Air Task Force, “Adverse Health Effects Associated w1th Ozone in the
Eastern United States,” October 1999.
* Pew Environmental Health Commission, “Attack Asthma Why America Needs a Public Health Defense
System to Battle Environmental Threats,” June 200, p. 4.

’ Weisel, “Relationship between Summertime Ambient Ozone Levels and Emergency Department Visits
for Asthma in Central New Jersey,” Environmental Health Perspectives 103, suppl 2 (1995): 97-102.
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due to power plant particulate matter, with an estimated 69 such deaths each year.”

e Toxics and Mercury. The average power plant in North Carolina releases more than
2 million pounds of toxic pollutants into the air.® Most of these toxic emissions '
consist of hydrochloric and sulfuric acids which cause lung irritation in the short term
and bronchitis and emphysema in the long term. Although it is emitted in much
smaller quantities than the other toxics, mercury is one of the most poisonous
pollutants coming out of power plant smokestacks. Less than a teaspoon of mercury
deposited into a 25-acre lake can make the fish unsafe to eat. Moreover, once
released into the environment, mercury does not break down, and it cannot be '
destroyed. Mercury emissions settle into water bodies across North Carolina, where
mercury compounds are absorbed by aquatic life. Mercury accumulates in fish tissue
at concentrations as much as one million times greater than that in the surrounding
water. As a result, each year, hundreds or even thousands of North Carolinians are
exposed to unsafe mercury levels in the fish they eat. Currently, advisories have been
issued in North Carolina to limit the consumption of king mackerel, bowfin, and bass.
When ingested by pregnant or nursing women, methylmercury can cause neurological
damage, including delayed development, in the fetus and young children. The
National Academy of Sciences estimates that nationally 60,000 children (roughly
1,800 in North Carolina) are born each year with neurological damage because their
mothers were exposed to mercury during pregnancy. 10 ’

2.2 Visibilitv/Haze

Fine particulate matter not only harms health but also creates haze that impairs visibility,
especially in the mountains. Haze reduces visibility in the Southern Appalachians by
more than 75% over natural levels (Figure 2). The average annual visibility in the
southeastern United Stated declined by 60% between 1948 and 1983, with an 80%
decline during the summer months.'' North Carolinians have long been used to beautiful
outdoor scenery and vistas. The drop in visibility undermines North Carolinians

- aesthetics and sense of heritage. On any given day, there is now a good chance that

mountain views will be obscured, especially in the summer, which discourages tourists,
thereby creating a direct economic consequence of dirty air. ‘

: The Clean Air Task Force, “Death, DiSease, and Dirty Power,” October 2000.
Ibid. . . '
8 National Environmental Trust and Clear the Air, “Toxic Power,” August 2000. -

- ® Rodney Foushee, “Mercury Rising,” Wildlife in North Carolina, November 2000, pp. 5-11.

19 National Academy of Sciences, Toxicological Effects of Methylmercury (Washington, DC: National
Academy Press, 2000). , | .
1! The National Park Service, “Clearing the Air at Great Smoky Mountains National Park, September 1999.

~ See http//www?2.nature.nps.gov/ARD/parks/grsm/litctamr.htm '
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Figure 2. Average Decline in Visibility in the Southern Appalachians
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Source: Southern Appalachians Mountains Initiative, ‘;Visibility in the Southern
Appalachian Mountains” (fact sheet).

2.3 Ecosystem Health

- o Acid Rain/Deposition. Because of the atmospheric pollution of sulfur and nitrogen
compounds, rain, snow, and fog can become unnaturally acidic. Acidic compounds
can also be deposited as dry particles, changing the soil chemistry and creating an
unhealthy environment for native plant species. This acidification makes plant life
more susceptible to disease, pests, and extreme weather conditions. Acid deposition
also contributes to significant declines in populations of flowering dogwood red
spruce, Fraser fir, yellow birch, sugar maple, and American beech,'? turning the once
lush peaks of many mountaintops into wastelands. The average acidity of rainfall in .
the Great Smoky Mountains National Park is five to ten times more acidic than
normal rainfall.® Furthermore, the acidity of clouds can be even higher than that of -
rain, shrouding the mountaintops for hours or days in an acid mist.

¢ Ozone. Ground-level ozone hampers the ability of plants to produce and store food,
thus compromising their growth, reproductxon and overall health. Most visibly,
ozone causes leaves to brown, spot, or fall off.!* Such damage has been 1dent1fied in
' dozens of plant species in the Great Smoky Mountains National Park alone."

'2 Ayers, Harvard, “Polluted Parks in Peril,” Appalachian Voices, October 2000, pp. 5.

B Southern Appalachian Mountains Initiative, “Air Quality,” Great Smoky Mountains National Park
Management Folia, no. 2

4 U.S. Environmental Protection Agency, “Fact Sheet: Health and Environmental Effects of Ground-Level
Ozone.”

1% Southern Appalachian Man and the Biosphere, Southern Appalachian Assessment: Atmosphere July
1996.
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» Nitrogen Deposition. Nitrogen deposition is a problem statewide. In the eastern
watersheds of North Carolina, NOy pollution, ammonia from hog farms, and other
sources are responsible for overloading nutrient-sensitive watersheds such as the
Neuse and Tar-Pamlico. The nitrogen overstimulates algae growth, which depletes
aquatic oxygen levels, and causes fish kills. In the mountains, many soil and stream
ecosystems have become artificially saturated with nitrogen, which in high
concentrations locks up critical nutrients (e.g., calcium and magnesium), making
them unavailable to vegetation and aquatic orgamsms.16

2.4 Climate Change

North Carolina’s climate has risen by 1.2 degrees Fahrenheit over the last century,"”

there is strong scientific evidence that the temperature in North Carolina will rise 4. 5 to
9.5 degrees over the next 100 years.'® A warming planet is expected to raise the sea level
by 7.5 inches on the North Carolina coast by 2030, which could completely inundate or
change the coastline at Wrightsville Beach, Topsail Beach, and the Outer Banks. In
addition, global warming is expected to increase coastal flooding, increase ground-level
ozone and the number of unhealthy air days, add to the incidence of mosquito-borne
diseases, lower crop yields, damage ecosystems, and possibly lead to stronger and more
frequent hurricanes. One of the main pollutants contributing to global warming is carbon
dioxide (CO;) which is emitted predominantly from power plants and automobiles. A
document from Appalachian State University, “North Carolina’s Sensible Greenhouse
Gas Reduction Strategies,” provides a starting point for considering the environmental
and economic risks of a warming planet to North Carolina and the state’s role in reducing
the emissions of greenhouse gases.' :

2.5 Economic Conseguences

The economic consequences of dirty air in North Carolina include the following:

e Health Costs. The North Carolina Department of Health and Human Services
estimated that summertime respiratory-related hospital admissions due to elevated
ozone levels in 1997 cost the state more than $19 million.”® It is estimated that total
summertime ozone costs North Carolina about $296 million a year in health costs or
$37 per citizen,?' and reducing particulate matter to meet federal standards would

16 Ayers, Harvard, “Polluted Parks in Peril,” Appalachian Voices, October 2000, pp. 4-5.
17 U.S. Environmental Protection Agency, “Climate Change and North Carolina,” EPA 236-F-98-007q,
September 1998.
'8 Mid Atlantic Regional Assessment “Preparing for a Changing Climate: The Potential Consequences of
Chmate Variability and Change,” January 2001, p. 179. See http.//www essc.psu.edu/mara/index html.

? See www.geo appstate.edu. .
%0 Luanne Williams, North Carolina Department of Health and Human Services, “Estimated Numiber of
Resplratory-Related Hospital Admissions,” memorandum, January 11, 2000.

*! Orie L. Loucks, “Background Paper on Nitrogen Oxide Sources As a Cause of Ozone and Smog in
North Carolina and Surrounding States,” Miami University of Ohio, February 1999. The documents
estimate of national ozone health costs of $37 per person was multiplied 8.04 million, the population of
North Carolina according to the 200 U.S. Census.
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save the state 3.2 billion annually in morbidity and mortality costs.?

e Agriculture. Ozone’s eﬁ’ect on plants (Sectlon 2.3) is “a significant stress factor in
agricultural productlon ? Losses in yields are estimated to average 15% for
soybeans and are serious for other signature North Carolina crops such as tobacco and
peanuts. The damage to crops caused by ozone is calculated to cost North Carolina
well over $175 million annually, equivalent to $25 per person per year.*

Southeastern pine forests may also lose $110 million each year from lower yields due
to ozone exposure.”’

e Tourism. Loss of visibility directly threatens tourism, a $12 billion mdustry and vital
sector of North Carolina’s economy. Tourism supports 190,000 _]ObS in the state,
and it depends on clean air, beautiful scenery, and healthy forests. Frequent smog
alerts atop the Great Smoky Mountains discourage hikers. Improving visibility would
increase visitation to the Great Smoky Mountains National Park, bringing in more
than $200 mllhon in additional sales and more than $20 mllhon in additional tax
revenues.”’ -

¢ Quality of Life. A loss of air quality clearly diminishes the quality of life for all

North Carolinians, but putting a price tag on it is difficult. Nonetheless, some indirect .

measures are possible. For example, the Keenan Instltute found that quality of life is a
major factor in locating new businesses in the state,”® which implies that as air quality
declines, it will be harder for the state to attract new investment and jobs.

The preceding numbers are not comprehensive, as the economic effects of acid rain,
eutrophication, mercury exposure, and other environmental problems are not included.
Thus, the actual costs of dirty air are much higher than those reflected by the dollar
amounts just cited. Finally, no economic calculation can truly quantify the pain
experienced by a child who suffers from asthma or a grandparent with cardiopulmonary
disease who is hospitalized or dies from exposure to high levels of fine particulate matter.

22 Abt Associates, “The Particulate-Related Health Benefits of Reducing Power Plant Emissions,” October
2000. This document sites the benefits of cleaning up power plants to modern emission standards would be
$111 billion per year nationwide. This figure is apportioned to North Carolina based on its population
compared with that of the entire United States. The calculation is as follows: (3111 billion benefit) x
(.028% NC population compared to total US population) = § 3,108 million

%3 National Acid Precipitation Assessment Program, “NAPAP Blenmal Report to Congress: An Integrated
Assessment,” May 1998, p. 63. -

2% Orje L. Loucks, “Background Paper on Nitrogen Oxide Sources As a Cause of Ozone and Smog in
North Carolina and Surrounding States,” Miami University of Ohio, February 1999.
23 J.S. Environmental Protection Agency, “Benefits and Costs of the Clean Air Act,” November 1999.
26 North Carolina Office of Tourism, Department of Commerce. See
http://www.commerce,state. nc.us/tourism/econ/.
77 Abt Associates, “Out of Sight: The Science and Economics of Visibility Impairment,” August 2000.
28 James Johnson, J. Kasarda, and D. Rondenelli, “The Changing Forces of Urban Economic
Development,” Chapel Hill, NC: Keenan Institute, 2000).
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3.1 Emission Levels

Air pollution comes from many sources: power plants, cars, off-road construction
equipment, factories, agriculture, boats, planes, and trains. So why does the North
Carolina Clean Smokestacks Plan focus on the smokestacks of coal-fired power plants?
The reason is that power plants emit most of the sulfur dioxide and mercury and almost

half the NO, pollution (Figures 3, 4, 5).% For
example, fourteen of the top twenty emltters of

mercury in North Carolina are power plants
Automobiles and other mobile sources also
are a significant and growing source of
nitrogen oxides. In order to solve the -
ozone/smog problems, emissions from these
sources must be reduced as well, to
complement reductions by the utilities.

Figure 4. NOx Emission Sources

Non-Highway
Mobile
18%

Factories

Other
1%

Power Plants
45%

Figure 3. SO2 Emission Sources

Factories
13%

Vehicles
2%

Other
3%

Figuie 5. Mercury Emission Sources

Factories
22%

Medlcal Waste
Power Ptant Incineration
65% 4 7%
Municipal
Waste
Combustion

8%

% The sources for the three pie charts are as follows:SO;: Southern Appalachian Mountains Initiative, “Air
Quality.” Figures represent sources in the southeast. NO,: Governor Jim Hunt’s Clean Air Plan, 2000. See
http://www enr state nc.us/files/cleanair htm. Data are based on 1995 estimates. Mercury: Jeff Haywood,
North Carolina Department of Environment and Natural Resources, “Atmospheric Mercury Emission
Sources in North Carolina,” memorandum, June 7, 2000. Data are based on 1997 estimates.

30 Tbid.
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3.2 Grandfathering Loophole

The federal Clean Air Act and implementing regulations require major new industrial
sources of air pollution such as coal-fired power plants to install state-of-the-art control
technologies to reduce NO and SO, pollution. At the same time, the long-standing
Clean Air Act programs that apply to new sources exempted, or “grandfathered,” existing
power plants from meeting modern pollution control requirements. The proponents of
this exemption argued that these older plants would soon be retired and replaced with
modern facilities which would, in turn, have to meet the strict new pollution control
requirements. In fact, however, the older, “grandfathered” facilities are still operating
years later. Indeed, their exemption has led to a perverse state of affairs in which electric
utilities continue operating their old, inefficient, and high-polluting facilities as long as

possible to avoid having to meet the strict air quality standards for new facilities. Allof

North Carolina’s fourteen major power plants are more than 25 years old, and some have
been in operation for 60 years. The high levels of pollution from the grandfathered plants
creates an opportunity to make significant emission reductions at affordable rates.
Furthermore, requiring these facilities to bear the true clean-up costs of the amount of
pollution they generate would help remedy the inequitable barriers to new, cleaner-
sources of generation. '

3.3 Technologies

Selective catalytic reduction (SCR) technology can reduce NO, emissions by more than
80% over uncontrolled levels. Flue gas desulfurization systems, more commonly known
as scrubbers, can reduce sulfur dioxide emissions by more than 90% over uncontrolled
levels.

Just three of the fourteen power plants in North Carolina have committed to invest in the
best available technology (SCR systems) for summertime controls of NOy, only a modest
step forward to reduce summertime smog. Equally alarming, not one of these plants has
invested in scrubbers or other control equipment for SO, or mercury.”’ Yet the
technologies that could easily control the emissions of NO, and SO, from these power

plants are widely available and have been on the commercial market for years. Moreover, -

power-plants that invest in controls for NO, and SO, (SCR and scrubber systems,
respectively) can expect collateral reductions of mercury from 50 to 95% below
uncontrolled levels.”* In addition, carbon injection systems can be used to control
mercury emissions from municipal waste incinerators, and this technology is close to
coming on the commercial market for coal-fired power plants. These systems are
estimated to be able to reduce mercury emissions by between 80 and 98%.> Table.3

31 U.S. Environmental Protection Agency, “Emission Data for Power Plants, North Carolina, 1999.” See
http.//www. epa.gov/acidrain/emission/index. htm.
32 Northeast States for Coordinated Air Use Management, “Assessment of Mercury Control Strategies for
Electricity-Generating Boilers,” June 2000, p. 7. This study ‘estimates a 50% - 80% control level. The
upper range of a 95% reduction is based on a personal communication with Peter Tsaragotis, Clean Air
3l\;iarkets Division, U.S. Environmental Protection Agency, February 2001.

Ibid.
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presents technologies commonly used to control smokestack pollution. Figuré 6 shows
the quantity of pollution that would be reduced if power plants were required to meet
standards based on the capacity of existing affordable technologies.

1 Selective "c’atﬂé-llytié reduction

NOx (SCR) 80 to 90%>*
Scrubber (flue gas ,
SO2 desulfurization) 90% or highe_r35
Scrubbers combined with
Mercury SCR systems 50 to 95% *°
Mercury Carbon injection - 80 to 98% *’
: ‘ Technologies exist to employ conservation, energy
NOx, SO2, CO2 and efficiency and cleaner energy sources including
Mercury renewables (see Section 3.7). .

34 Presentation by Progress Energy, Raleigh, North Carolina, February 2, 2001. Also see US
Environmental Protection Agency, “Controlling SO2 Emissions: A Review of Technologles " Office of
Research and Development, November 2000, EPA/600/R-00/093.

3% U.S. Environmental Protection Agency, “Controlling SO2 Emissions: A Review of Technologies,”

EPA/600/R-00/093, November 2000,
- 36 50%-t0-80% control is estimated by the Northeast States for Coordmated Air Use Management,

“Assessment of Mercury Control Strategies,” p. 7. The upper range of a 95% reduction is based on a

Ibid.

' ?ersonal communication with Peter Tsaragotis, February 2001.
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Figure 6. Potential Reduction of Pollution from NC Coal-Fired Power Plants
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3.4 Costs and Benefits

The average cost of reducing pollutants from power plants by the target levels of the
North Carolina Clean Smokestacks Plan is estimated to be $4.09 pera residential
monthly utility bill (see Table 4). These compliance costs are based on statewide caps,
allowing utilities flexibility on which facilities to target for reductions. It should also be
noted that power companies must request a rate review from the ‘North Carolina Utility
Commission before they can pass on the costs of these emission reductions to consumers,
which means that in the end rates may not be increased at all.

It is quite common for the actual costs to be considerably lower than the original
estimates as, in a free market, industry often develops innovative technologies and cost-
effective approaches. For example, the power generation industry initially figured that

the compliance cost of the Acid Rain Program would be three to four times higher than
_the eventual actual cost.?

38 Northeast States for Coordinated Air Use Management,“‘Environmental Regulation and Technology

Innovation,” September 2000.
.22

-




E >0 \eaucing ution
- Quantity | Proposed | Proposed Cost to Annualized Cost per -
Pollutant | Emitted in Cap Reduction | Reduce Cost of Household
1998 (tons) (%) Pollution | Compliance per
(tons) ($ / pound) Month®
NO, 115,000 23,000 80%' | . $60/ | $112million | $1.02
(summer . : pound*!
only) '
NO. | 250,000% | 50,000 80% — | $22 million® |  $0.20
(Year-. :
round) :
489,000 | 85000 .| 82% $315 o
S0, | — | million” $2.87
Mercury - 7096 90% $0- | $0to$160
‘ ‘| pounds — $38,000° |  million $0*
Total Cost per Household per Month $4.09

3% The cost per household per month was calculated for each of the pollutants using summertime NOy as an
example: (3112 M cost of compliance / year) x (38% power going to residential sector / 3,474,000
residential customers) x (1 year / 12 months) = $1.02 per residential customer per month. Electric power

statistics came from the Energy Information Administration, “Electric Power Annual 1999: Volume I, U.S.

Department of Energy, October 2000.
“0 Note that a North Carolina Environmental Management Commission rule passed in 2000 calls for only a

" 65% reduction based on 1998 emission levels.

*! Estimate by the North Carolina Department of Environment and Natural Resources Economic Analysis

of the cost of reducing NO, pollunon See North Carolina Environmental Managemem Commission packet,

January 14, 2000.

2 U.S. Environmental Protection Agency, “The Emission and Generation Resources Integrated Database
-GRID),” Clean Air Markets Programs, 2000. See http://www epa gov/airmarkets/emissions/.

? Resources for the Future, “Cost Effective Reduction of NO, Emissions from Electricity Generation,”
2000, p. 31. This analysis found that the compliance cost of going from seasonal to annual would rise by
less than 20% but that the benefits would increase at least twofold. This analysis estimated that the
marginal costs of year-round NO, controls would be only 20% greater than controlling NOy only in the .
summertime. The calculation is as follows: (3112 M) x (20%) = $22 million.

“ U.S. Environmental Protection Agency. “Emission Data for Power Plants, North Carolina, 1999.” See
http.//www.epa.gov/acidrain/emission/index. htm.

~ * This figure was calculated by the U.S. Environmental Protection Agency, Clean Markets Division,

January 2001, based on a statewide emission cap and a combination of control technolog1es including
installation of scrubbers and use of low sulfur fuels.
% The low end of this range assumes no marginal cost for mercury controls beyond the cost of mstallmg

"SCR and scrubber controls for NO, and SO as presented in Table 3. This assumption is based on a

personal communication with Peter Tsaragotis, Clean Air Markets Division, US Environmental Protection
Agency, February 2001. The high end of this estimate comes from Northeast States for Coordinated Air
Use Management, “Assessment of Mercury Control Strategies for Electricity-Generating Boilers,” June
2000, p. 7.

7 Assume no marginal cost beyond the control of NO, and SO,, according to a personal communication
with Peter Tsaragotis, Clean Air Markets Division, US Environmental Protection Agency, February 2001.
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Overall, the benefits of improved air quality far outweigh the costs. That is, the cost
savings of reducing emissions from coal-fired power plants by the amounts called for in
the North Carolina Clean Smokestacks Plan would be more than $3,480 million annually
or $3.5 billion, compared with the utilities’ cost of compliance, which is about $450
million (Table 5). This adds up to a net economic benefit of over $3.0 billion each year.
This benefit analysis was calculated from national figures apportioned to North Carolina
based on populatlon which actually underestimates the potential cost savings for the
state, owing to its high number of power plants. For example, the benefits do not take
into account the transport of pollution across state boundaries. The benefits assume that
North Carolina does its part to clean up pollution effecting both itself and surrounding
states’ citizens and that other states will follow North Carolina’s lead and make similar -
reductions. The ozone figures are based on the total costs imposed on society by this
pollutant, and the proposed reduction levels may or may not result in all the benefits

as:

. Premature agmg of 1ungs

e Cancer

¢ Ecosystem damage

e Damage to grass, flowers, shrubs, and other ornamental plants

The cost-benefit ratio of a year-round NOy reduction program has been shown to be
especially high compared with reduction in the summertime only. Resources for the

- Future found that the marginal cost of compliance for controlling NO, emissions year-
round is 20% but that the health benefit of such controls would be at least twice as large,
compared with a summertime-only program.*® It is also worth noting that the new

emission standards impose essentially no long-term additional implementation costs on .

the North Carolina Department of Environment and Natural Resources or other state
agencies, since inspectors already visit these plants The benefits and costs of CO2 are
not included in this analysis, as climate change issues w111 be dealt with more fullyina
later report.

8 Burtraw, Dallas, Palmer, Karen, Bharvirkar, Ranjit, and Paul, Anthony, “Cost-Effective Reduction of
NO, Emissions from Electricity Generation,” Resources for the Future, 2000, p. 31.
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Table 5. Benefits and Costs of Reducing Smokestack Pollution

Benefits or Costs of Compliance .
Cost Savings (million $)
(millien $)
Ozone reductions ‘ | Summertime NOy $112
(health and $292% :
agriculture)
Particulate matter ~ $3,108 Year-round NO, $22
(health) .
Visibility $87°" SO, $315
(tourism) ‘
Benefits not . Mercury No marginal cost
quantified (e.g., — : beyond NO; and
cancer, ecosystem SO; controls
damage)
Total | $3,487 million Total |  $449 million
or '
$3.5 billion

* Values calculated based on Orie L. Loucks, “Background Paper on Nitrogen Oxide Sources As a Cause
of Ozone and Smog in North Carolina and Surrounding States,” Miami University of Ohio, February 1999.
The document estimates national per capita ozone-related costs as follows: human health at $37 / person,
agricultural crop damage at $25 per person; and forest losses at $19 per person. The total cost is $81 per
person. According to the 2000 U.S. Census, the population of North Carolina is 8.04 million. The

" calculation is as follows: (381 / person) x (8 million people in NC) x (45% of NO, emissions from power

p]ant) $292 million.

Abt Associates, “The Particulate-Related Health Benefits of Reducing Power Plant Ermssrons ? October
2000. This document sites the benefits of cleaning up power plants to modern emission standards would be
$111 billion per year nationwide. This figure is apportioned to North Carolina based on its population ’
compared with that of the entire United States. The calculation is as follows: ($111 billion benefit) x
(.028% NC population compared to total US population) = $ 3,108 million.

Also see U.S. Environmental Protection Agency, Regulatory Impact Analyses for the Particulate Matter
and QOzone National Ambient Air Quality Standards and Proposed Regional Haze Rule chap. 12, table
12.17. See http://www.epa.gov/ttn/oarpe/naaqsfin/ria.html.

3! Ibid. Calculation is the same as the preceding: (36.2 billion visibility benefit of PM2.5 standard) x
(.028% NC population compared with total US population) x (at least 50% of PM pollution atmbutable to
power plants) = $87 million.
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Figure 7. Benefits versus Costs of Reducing Smokestack Pollution
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3.5 Regional Transport

Air pollution does not respect state boundaries. North Carolina contributes significantly
to air pollution in states to the northeast, and it also receives air pollution from states to
the west and south. Nonetheless, some of North Carolina’s air pollution is manufactured
at home. Easterly winds occasionally carry pollution from the Piedmont to southern
Appalachia, and pollution is especmlly evident in the vicinity of coal-fired power plants.
The percentage of North Carolina’s air quality problems produced by in-state, compared
with out-of-state, sources is currently not known.

A comprehensive strategy to clean North Carolina’s air must both reduce in-state
emissions and those from upwind sources. The Southern Appalachian Mountains

" Initiative is a collaborative interstate process established to encourage the regional
improvement of air quality, and so by participating in this initiative, North Carolina can
influence its neighboring upwind states. But in order to persuade Tennessee, Georgia,
and other states to control their power plant pollution, North Carolina must first reduce
the emissions from its own sources. :
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3.6 Progress to Date

In October 2000, North Carolina passed a rule to reduce summertime NOy emissions.
During public hearings on the draft rule in the summer of 2000 the public
overwhelmingly supported an 80% reduction from 1998 levels®® in NO, pollution from
power plants, as called for by a coalition of environmental organizations. More than
1,200 citizens from across the state attended the hearings, and 11,000 comments were
submitted on the draft rules, 97% of which supported strict smokestack pollution
controls. But in the end, following heavy lobbying efforts by North Carolina’s utilities,
the Environmental Management Commission approved only a 65% reduction from 1998
levels in summertime NO, compared with the 80% reduction that is needed. In addition
to the state’s NO rule, the U.S. Environmental Protection Agency (EPA) is requiring
North Carolina to reduce summertime NOx emissions from a broad range of sources. The
Environmental Management Commission is developing a state implementation plan (SIP)
to demonstrate how North Carolina will meet the federally required reductions. The draft
SIP will likely require a summertime NOx emission cap from utilities of roughly 28,000
tons or a 76% reduction from 1998 emission levels. Regulatory standards have prompted
North Carolina utilities to start reducing NOx emissions, which have been cut by 18%-
between 1995 and 1999.%

North Carohna s power plant emissions of SO; increased by 36% between 1990 and
1999, but they decreased by a modest 11% between 1997 and 1999. * Over the last.
decade, there have been minimal, if any, reductions of mercury emissions.

3.7 Enhancing Reliance on Cleaner Energy Sources

¢ Clean Energy. The best way to reduce power plant pollution is to consume less
~ energy from these sources. It is estimated that North Carolma could generate
between 8 and 20% of its electricity from renewable sources.” Polls indicate that
51% of North Carolinians would like to buy clean electricity, and 11% would be
willing to pay a premium of $20 a month for it. %8 Unfortunately, alternative clean
energy sources, such as hydropower and wood-waste fuel, currently produce only ..
about 1% of North Carolina’s electricity.

Some progress has been made, however, to increase the use of nonpolluting
renewable energy sources -- solar, wind, small hydropower -- as well as methane -~
gases from landfill and biomass. In 2000, the North Carolina General Assembly
unanimously passed one of the nation’s most comprehensive renewable energy tax

52 An 80% reduction is equivalent to capping summertime NO, emissions from North Carolina’s 14 power
?lants at 23,000 tons.

P Uus. Envrronmental Protection Agency, “ Air Emission Data for Power Plants”, Clean Air Market

E‘rograms February 2000, see http /www .epa.gov/acidrain/emission/index1.htm.

Ibid.
3% Richard Harkrader, “Coming Changes to North Carolina’s Electric Utrlrty Industry,” North Carolina
Solar Energy Association, July 1999.
% University of North Carolina School of Journalism, “Carolina Poll” (Chapel Hill: Umversrty of North
Carolina, Fall 1998).
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credits. North Carolina cannot wait for possible deregulation to increase the

incentives to create clean energy sources. Rather, the state must develop policies now ' .
(e. 8y net metering, green energy—pricing programs, and disclosure on customers’ '
bills’’) that enable the renewable clean energy mdustly to grow to its potential.

o Conservation/Efficiency. Energy conservation and efﬁmency both reduce
smokestack pollution and directly benefit customers financially. Although the North
Carolina Clean Smokestacks Plan focuses on emission reduction targets for outdated
power plants, it is equally important for all users of electricity to cut their
consumption of energy. For example, power plants and factories should ensure that
their equipment is operating efficiently, and residential users should turn oﬁ' the lights
when leaving a room. There are countless examples of ways to save energy.”® Also, -
the current pricing structure for electricity does not necessarily promote conservation.
At present, large-scale users are given cheaper rates. Reversing such policies would
provide economic incentives for conservation and would also make the largest -
consumers pay a fairer share of the cost of emission reductions.

4.1 Bacgrouﬂd

The reduction of power plant pollution is necessary, cost effective, and long overdue..
But to fully protect the state’s public health, pollution reduction cannot stop with the
power sector. Policymakers must also address North Carolina’s other large source of air
pollution: mobile sources. Although mobile sources are not the focus of the NC Clean
Smokestacks Plan, this brief background provides context for more detailed analysis in
the future. '

Recent census figures indicate that North Carolina has grown by more than 20% since
1990, and residents are traveling more miles in their cars, vans, and trucks than ever
before. The North Carolina Department of Transportation predicts that between 1995 and
2007, the state’s population will grow by 17% and that the number of vehlcle miles of
travel will grow at an even faster rate -- 40% over the same time period.” :

Modeling results from the North Carolina Division of Air Quality (DAQ) confirm the
need to limit pollution from cars, sport utility vehicles, large diesel trucks, and buses, as
well as non-road mobile sources such as construction equipment. According to the DAQ,
even if each of the state’s power plants meets the current standards for NOy pollution,

37 Contact the North Carolina Solar Energy Association for information about incentives to promote the
availability and use of green energy.
38 See Environmental Defense’s webpage for a list of energy-saving opportunities,

http://www environmentaldefense.or t2Help/b_gw20steps.html. ‘ :
%% D’Ignazio, Janet, “Growing Smart About Transportation”, Popular Government”, Institute of
Government: Chape! Hill, p. 54.
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North Carolina will still need to reduce mobile source emissions sxgmﬁcantly to bnng
ozone concentrations to acceptable levels statewide. %

In-1999, the EPA established its “Tier II” tailpipe emissions standards, which will require
a 77% reduction in emissions from cars and as much as a 95% drop in emissions from
sport utility vehicles and light trucks in the next six years, a move that the Hunt
administration supported. In December 2000, the EPA .also issued rules to tighten
particulate matter and NO, emission standards for large diesel trucks and buses by 90 to
95%, respectively, over the standards for today’s engines. These steps are in the right
direction, but even further reductions are necessary. For example, heavy-duty non-road
vehicles such as construction equipment are not regulated for NO, emissions, even
though they contribute 18% of this ozone-forming pollutant in North Carolina (Figure 4).

To achieve the necessary reductions in smog and particulate matter pollution,
policymakers must move car manufacturers away from models that rely on fossil fuels.
Other states have adopted measures that (1) require all new cars to be 92% cleaner than
they are today, (2) require manufacturers to sell a minimum percentage of zero- and low-
emission vehicles, and (3) create tax incentives for consumers to buy very low- and zero-
emission vehicles. In addition to such technological solutions, North Carolina must also
work to reduce dependence on automobiles and travel fewer miles in motor vehicles each
year. North Carolina must offer transportation options, create communities that do not
require a car, avoid sprawl, and pursue many other recommendations suggested by the
North Carolina Smart Growth Commission report. ‘

4.2 Progress to Date at the State Level

State decision-makers have set some precedents for clean car policies that bode well for
the enactment of programs to reduce mobile source emissions. In 1999, the North
Carolina General Assembly passed a bill to raise the number of counties in which
emissions testing is required of all automobiles and to lower the sulfur content of

- gasoline. This legislation will frame the debate for future reductions of automobile
emissions. For example, the legislation sets a 75% goal for the number of low- and zero-
emission vehicles that state agencies should acquire by 2004, and it directs the '
Department of Transportation and the Department of Public Instruction to draw up a plan’
for converting both school buses and transit buses from diesel fuel to low-emission
alternatives. The legislation also directs the state agencies of environment,
transportation, and commerce to recommend to the legislature possible incentives for
buying alternative-fuel vehicles. Recently, North Carolina joined with thirteen other
states to develop draft state-level rules to close a loophole in the federal regulations for
diesel emissions from trucks and buses. The North Carolina Smart Growth Commission
delivered its final report and recommendations to the General Assembly this year. The
implementation of its recommendations will offer citizens more transportation options
and lessen their dependence on the automobile. :

¢ North Carolina Department of Environment and Natural Resotrces, Division of Air Quality, “North
Carolina 8-hour Ozone Modeling Project Status Report,” August 2000.
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The North Carolina Clean Smokestacks Plan presents achievable emission reduction
targets needed for power plants to help clean up North Carolina’s air. Specific
responsibilities of the governor, the General Assembly, and the Environmental
Management Commission to advance North Carolina towards these targets are presented
in the Actions portion of the recommendations.

5.1 Emission Reduction Targets

North Carolina’s power plants must drastically cut their emissions (see Table 6) in order
to progress toward protecting the public health, the environment, and the economy. The
large size of the reductions needed is a testament to the amount of pollution spewing
forth from the “grandfathered” power plants and the lack of controls on these sources. It
is important that new laws and regulations should be phased in over a reasonable length
of time to enable the utilities to plan and retrofit their power plants cost effectively.

Table 6. Achievable Reduction Targets from the Power Plant Sector

v Summertime Nitrogen Oxides. Cap summertime NOy emissions at 23,000 tons, an
80% reduction over 1998 levels. These reductions should be phased in by 2007.

v' Year-Round Nitrogen Oxides. Cap year-round NO emissions at 50,000 tons, an
80% reduction over 1998 levels. The reductions should be phased in by 2007.

v Sulfur Dioxide. Cap emissions of SO, at 85,0C0 tons annually, an 82% reduction
over 1998 levels. The reductions should be phased in by 2007.

¥" Mercury. Reduce year-round emissions of 'mercury by 90% from 41998 levels. The
* reductions should be phased in by 2007 . .

v" Carbon Dioxide. Cap new CO2 emissions at 1990 levels, as called for by the United
Nations Framework Convention on Climate Change, which has been ratified by the
United States.

: 5.2' Actions

Reducing the pollution from power plants will require strong leadership by Governor
Easley, legislators, members of the Environmental Management Commission, and other
state officials. The North Carolina Clean Smokestacks Plan calls for the following:
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Governor Easley

Persuade the General Assembly to adopt a clean smokestacks blll requiring the state’s -
power plants to meet aggressive clean-up targets for NO,, SO, , mercury, and CO2.
Upon cleaning up North Carolina’s power plants, take advantage of federal laws

(such as Section 126 of the Clean Air Act) to encourage upwind states such as
Tennessee, Georgia, Kentucky, and Ohio to reduce the air pollution they contribute to .
North Carolina.

Direct the North Carolina Department of Enwronment and Natural Resources to
finalize Phase [II of the Governor’s Clean Air Plan to ensure that the state sufficiently
reduces NOy emissions year-round from both point and mobile sources to meet health
standards. Phase III should also map out strategies to reduce SO, and mercury
emissions.

Direct the North Carolina Energy Office to develop a plan by December 2001 for A
increasing the use of renewable sources of energy to 10% of all power generation by .
2010 and 20% by 2020. This plan should also outline strategies to improve energy
efficiency and increase conservation.

Urge the U.S. Environmental Protection Agency to adopt strong particulate matter

and NOy emission standards for non-road heavy-duty diesel engines. :

General Assembly

Pass a clean smokestacks bill requiring the state’s power plants to meet aggressive
clean-up targets for NO, SO, , mercury, and CO2.

Require utilities to disclose pubhcly through quarterly inserts in their electricity bills
the sources of energy, emissions, and wastes generated from energy production.
Create a greenhouse gas registry program so that power companies can receive credlt
for early reductions in carbon dioxide and other greenhouse gases.

Create tax incentives for residents to buy low- and zero-emission vehicles.

Envxronmental Management Commission

Pass rules to cap utility summertime NO, emissions at 23,000 tons and to reduce NOy
emissions to 50,000 tons year-round, complementing any actions that the Genera]
Assembly may take.

Pass rules to cap SO, emissions at 85 ,000 tons year—round complementmg any
actions that the General Assembly may take. -

Pass rules to reduce year-round emissions of mercury by 90% from 1998 levels,
complementing any actions that the General Assembly may take. -

North Carolina Utilities (Duke Energy and Progress Energy)

Develop and implement plans for reducing emissions of NOy, SO,, mercury, and CO2
to meet North Carolina’s public health, environmental, and economic needs.

Commit to phasing out outdated power plants and increasing the use of less pollutmg
sources of energy such as natural gas and renewable sources.
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The silver lining of the air pollution cloud in North Carolina is that the citizens and

officials of the state can solve this environmental problem. All the ingredients for

success are in place: 4

o A good scientific understandmg of the public health, environmental, and economic
consequences of dirty air.

e Knowledge of the sources of the air pollution, w1th power plant smokestacks being
the predominant emitter of pollution into the atmosphere.

‘e Readily available and cost-effective technologies to control nitrogen oxide and sulfur

dioxide pollution and very promising technologies to control mercury.

The only thing that stands in the way of clean air now is leadership. The utilities may
vigorously oppose the statewide caps and reductions called for in the North Carolina
Clean Smokestacks Plan in an attempt to continue avoiding strict emission standards.

However, the people of North Carolina have clearly expressed their desire for cleaner air.
North Carolina must have the political will and long-term economic foresight to set long
overdue standards for its fourteen grandfathered coal-fired power plants. Through strong -

leadership and decisive action, North Carolina will not only responsibly address its own
air quality problems but it will also strengthen its negotiatmg posmon to require
reductions from upwind states.

The time has come for North Carolina to ﬁnally and fully reduce coal-fired power plant
sthokestack emissions to clean its air and thereby ensure the health of its citizens,
environment, and economy for future generations.
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Minutes
House Committee on Public Utilities
June 19, 2001

The House Committee on Public Ultilities met Tuesday, June 19, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representative McComas and Saunders,
Vice-Chairs; and Representatives Brubaker, Coates, Edwards, Grady, Hurley and
McCombs. Steve Rose, Committee Council was also present. Mr. George Givens also
attended the meeting. A Visitor Registration list is attached and made part of the
minutes.

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman Smith recognized Mr. John W. Shipp, Jr., General Manager,
Environmental Policy and Planning, TVA. Mr. Shipp’s comments are included in
Attachment # 1. A questions and answer period followed Mr. Shipp’s presentation.

Chairman Smith handed out an amendment to SB 1078 (Attachment # 2) for
committee members to review prior to the meeting scheduled for next week.

The meeting adjourned at 11:00.

Reapectfullk submitte :

Vol (D N
Represenfative Ronnie Smith Ann Jordan (/
Chair Committee Assistant




- AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

June 19, 2001
Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

John W. Shipp, Jr. — General Manager, Environmental Policy and Planning
— Tennessee Valley Authority

SB 1078 IMPROVE AIR QUALITY / ELECTRIC UTILITIES
Sen. Steve Metcalf

Continued Discussion and Presentation by TVA

ADJOURNMENT



‘ NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, June 19, 2001

TIME: 10:00 a.m. |

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 1078 - IMPROVE AIR QUALITY/ELECTRIC UTILITIES
Sponsored Sen. Steve Metcalf '

' Respectfully,

Representative Ronnie Smith

Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
9:30 a.m., June 14, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES Page 1 of 2

Ann Jordan (Rep. R. Smith)

From: Shirlyn MacPherson (Rep. Gibson)
Sent:  Tuesday, June 19, 2001 9:20 AM
Subject: ENVIRONMENT & NATURAL RESOURCES MEETING,May 15,

2ND CALENDAR CORRECTION
THE MEETING TODAY IS 12:00 NOON
TO 2:00 PM

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on ENVIRONMENT & NATURAL RESOURCES will
meet as follows:

DAY & DATE: Tuesday, June 19, 2001
. TIME: 12:00 NOON to 2:00 PM
LOCATION: Room 643, Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):
AIR POLLUTION IMPROVEMENTS (related to HB 1015 Improve Air
Quality/Electric Utilities)

Tennessee Valley Authority Representatives '

HJR 419 - STUDY TOURISM INDUSTRY
Representative Warwick

HB 418 —- BEACH PRESERVATION & RESTORATION ACT
(NO VOTE TO BE TAKEN)

Respectfully,

Representatives Gibson, McComas, Warwick
Co-chairs

I hereby certify this notice was filed by the committee clerk at the following offices at .

___Principal Clerk
‘ ___Reading Clerk - House Chamber

6/19/2001
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NORTH CAROLINA GENERAL ASSEMBLY
: AMENDMENT
Senate B1]l_ 1__078*

| AMENDMENT NO.
A > (to be filled in by
-~ S1078-ARL-11 [v.2] ' - S Principal Clerk)
S : ' Page 1 of 2
Date 2001

Comm, Sub. [YES]
Amends Title [NO]
Second Edition

| R'eprcsenfati?c é\m ;f—k |

B nidx)es to amend the bill on page 4 lines 17 through 39 by rewriting those lines to read:

OV 1IONWV AWK~

"'S 62 133 6. Envu‘onmental comohance costs-recovem
(a) As used in this section, the term "environmental compliance costs” means
" only those costs prudently incurred between July 1, 2001 and June 30, 2014 by an
electric utility to comply with oxides of nitrogen (NO,) and sulfur dioxide (SO,)
standards adopted pursuant to G.S. 143-215.107D that exceed the costs required to
comply with the revisions to the State Implementation Plan (SIP) to reduce emissions
of oxides of nitrogen (NO,) pursuant to the final notice published by the Administrator
. of the United States Environmental Protection Agency at 63 Federal Register 57491
11  (October 27, 1998) and codlﬁed at 40 Code of Federal Regulations § 51.121 (July 1.
12 - 2000 Edition). . . . .‘
13, - (b) The Commission shall allow ¢ach electric utility to recover its just,
14 reasonable and prudentlv incurred environmental compliance costs through an
15 environmental compliance - costs-recovery factor that is separate from the electric
16 utility's base rates, and that is fa1r to ratenavers and the electric ut111tv and in the public
17 ° interest.
18 (©) - The Commission shall hold a hearmg and set the envuonmental comphance

4.’_‘
\©

costs-recovery factor for each electric utility in a manner that allows the electric utility
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT '
Senate Bill 1078*

~AMENDMENT NO.
' A (to be filled in by
S1078-ARL-11 [v.2] , o Principal Clerk)
' : . : ' - Page 2 of 2

to recover its projected environmental compliance costs through a levelized rate over a
period of time not to exceed 13 years beginning July 1, 2002. Every two years after the
Commission first sets the environmental compliance costs-recovery factor, the
Commission shall hold a hearing and adjust such levelized rate to incorporate the
experienced under-recovery or over-recovery of the electric utility’s environmental

 compliance costs incurred during the previous two years and any revisions to the

electric utility's projected environmental compliance costs. If either of the last two
adjustment proceedings, or both of them, results in an increase in the environmental
compliance costs-recovery factor that the Commission determines to be so high that
recovering it within the time allowed in this subsection would be against the public

interest, the Commission may extend the recovery period for a time not to exceed three

additional years.
(d) The Comnnssmn shall adopt rules to implement this section.

SIGNED ? Q‘\M

Amendment Sponsor

"l

SIGNED :
Committee Chair if Senate Commlttee Amendment -

ADOPTED ' FAILED L ~ TABLED
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Minutes
House Committee on Public Utilities
July 17, 2001

The House Committee on Public Utilities met Tuesday, July 17, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representative McComas and Saunders,
Vice-Chairs; and Representatives Brubaker, Coates, Edwards, Grady, Holmes, Hurley
McCombs and Rogers. Steve Rose, Committee Council was also present. A Visitor
Registration list is attached and made part of the minutes.

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman Smith recognized Representative Drew Saunders to discuss the PCS on
SB 589 —ESTABLISH 311 SYSTEMS/911 FUNDS. Representative Zeno Edwards
spoke on the Sub-Committee’s meetings and how they arrived at the PCS.

Representative Saunders moved for a favorable report on the PCS with an
unfavorable report to the original. Motion carried.

The meeting adjourned at 10:30.

Representative Ronnie Smith Ann Jordan ¢/
Chair - Committee Assistant



AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES
July 17, 2001

Room 544 - 1L.OB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS
Report from the Sub-Committee on:

SB 589 — ESTABLISH 311 SYSTEMS/911 FUNDS - Sen. Dannelly

ADJOURNMENT



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
' 2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:
DAY & DATE: Tuesday, July 17", 2001

TIME: 10:00 a.m.

LOCATION: Room 544 - Legislétive Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 589 - ESTABLISH 311 SYSTEM/911 FUNDS - Sen. Dannelly

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
11:00 a.m. on July 12, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, July 17", 2001
TIME: 10:00 a.m.

LOCATION: Room 544 - Legislaﬁve Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 589 - ESTABLISH 311 SYSTEM/911 FUNDS - Sen. Dannelly
HB 125 - USE OF 911 FUNDS - Rep. Hall

HB 130 - USE OF 911 FUNDS/BEAUFORT - Rep. Edwards

HB 678 - USE OF 911 FUNDS - Rep. Buchanan

HB 710 - USE OF 911 FUNDS - Rep. Arnold

HB 725 - USE OF 911 FUNDS - Rep. Culpepper

HB 791 - USE OF 911 FUNDS - Rep. Starnes

HB 867 - USE OF 911 FUNDS/PITT - Rep. McLawhorn

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
11:00 a.m. on July 12, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2001

_ SENATE BILL 589
PROPOSED HOUSE COMMITTEE SUBSTITUTE S589-CSRL-39 [v.1]

7/3/2001 8:38:53 AM

Short Title: Establish 311 System/911 Fﬁnds. (Public)

Sponsors:

Referred to:

March 22, 2001

A BILL TO BE ENTITLED
AN ACT AUTHORIZING THE JOINT LEGISLATIVE UTILITY REVIEW
COMMITTEE TO STUDY CLARIFYING AND EXPANDING THE ALLOWED
USES OF THE MONEY IN EMERGENCY TELEPHONE SYSTEM FUNDS AND
MAKING OTHER STATUTORY CHANGES TO ALLOW EXPANDED USAGE
OF TELECOMMUNICATIONS SYSTEMS FOR PUBLIC SAFETY PURPOSES.
The General Assembly of North Carolina enacts:

SECTION 1. The Joint Legislative Utility Rev1ew Committee is authorized
to study clarifying and expanding the allowed uses of the money in emergency
telephone system funds and making other statutory changes for the purpose of
expanding the use of telecommunication systems for public safety purposes. The Joint
Legislative Utility Review Committee shall report its findings to the 2002 Regular
Session of the 2001 General Assembly and may also report to the 2003 General

Assembly.
" SECTION 2. This act is effective when it becomes law.
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001

S 1
SENATE BILL 589

Short Title:  Establish 311 System/911 Funds. (Local)

Sponsors:  Senators Dannelly; Odom and Rucho.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH A 311 SYSTEM FOR NONEMERGENCY CALLS AND

TO ALLOW THE MONEY IN THE EMERGENCY TELEPHONE SYSTEM

FUND TO ALSO BE USED TO DEVELOP AND MAINTAIN THE 311 SYSTEM.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62A-2 reads as rewritten:

"§ 62A-2. Legislative purposes.

The General Assembly declares it to be in the public interest to provide a toll free
number through which an individual in this State can gain rapid, direct access to public
safety aid. The number shall be provided with the objective of reducing response time to
situations requiring law enforcement, fire, medical, rescue, or other public safety
service. To reduce the response time of calls made to the toll-free number, a second toll-
free number may be established to receive nonemergency calls."

SECTION 2. G.S. 62A-3(1) reads as rewritten:

"(1) "911 system" or "911 service" means an emergency telephone system
that provides the user of the public telephone system the ability to
reach a public safety answering point by dialing the digits 911. The
term 911 system or 911 service also includes "Enhanced 911 service",
which means an emergency telephone system that provides the user of
the public telephone system with 911 service and, in addition, directs
911 calls to appropriate public safety answering points by selective
routing based on the geographical location from which the call
originated and provides the capability for automatic number
identification and automatic location identification features. The 911
system or 911 service also includes a 311 system to receive
nonemergency calls."

SECTION 3. G.S. 62A-8 reads as rewritten:

"§ 62A-8. Payments from Fund.
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(a) Money from the Emergency Telephone System Fund shall be used only to
pay for:

(1) The lease, purchase, or maintenance of emergency telephone
equipment, including necessary computer hardware, software and
database provisioning, addressing, and nonrecurring costs of
establishing a 911 system;—and system and a nonemergency 311
system.

(2)  The rates associated with the service supplier's 911 service and 311
service and other service supplier recurring charges.

(b)  The following expenses are not eligible for payment from the Fund: the lease
or purchase of real estate, cosmetic remodeling of emergency dispatch centers, hiring,
training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(¢) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract.”

SECTION 4. This act applies to the City of Charlotte only.

SECTION 5. This act is effective when it becomes law.

Page 2 SENATE BILL 589 - First Edition
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
S 1
SENATE BILL 589
Short Title: Establish 311 System/911 Funds. (Local)

Sponsors:  Senators Dannelly; Odom and Rucho.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH A 311 SYSTEM FOR NONEMERGENCY CALLS AND

TO ALLOW THE MONEY IN THE EMERGENCY TELEPHONE SYSTEM

FUND TO ALSO BE USED TO DEVELOP AND MAINTAIN THE 311 SYSTEM.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62A-2 reads as rewritten:

"§ 62A-2. Legislative purposes.

The General Assembly declares it to be in the public interest to provide a toll free
number through which an individual in this State can gain rapid, direct access to public
safety aid. The number shall be provided with the objective of reducing response time to
situations requiring law enforcement, fire, medical, rescue, or other public safety
service. To reduce the response time of calls made to the toll-free number, a second toll-
free number may be established to receive nonemergency calls."

SECTION 2. G.S. 62A-3(1) reads as rewritten:

"(1) "911 system" or "911 service" means an emergency telephone system
that provides the user of the public telephone system the ability to
reach a public safety answering point by dialing the digits 911. The
term 911 system or 911 service also includes "Enhanced 911 service",
which means an emergency telephone system that provides the user of
the public telephone system with 911 service and, in addition, directs
911 calls to appropriate public safety answering points by selective
routing based on the geographical location from which the call
originated and provides the capability for automatic number
identification and automatic location identification features. The 911
system or 911 service also includes a 311 system to receive

' nonemergency calls." .

SECTION 3. G.S. 62A-8 reads as rewritten:

"§ 62A-8. Payments from Fund.




el el e e B e e o
OO0~ N b WK —

[um—
OO TAU A W —
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(a) Money from the Emergency Telephone System Fund shall be used only to
pay for: '

(1) The lease, purchase, or maintenance of emergency telephone
equipment, including necessary computer hardware, software and
database provisioning, addressing, and nonrecurring costs of
establishing a 911 system;—and system and a nonemergency 311
system.

(2)  The rates associated with the service supplier's 911 service and 311
service and other service supplier recurring charges.

(b)  The following expenses are not eligible for payment from the Fund: the lease
or purchase of real estate, cosmetic remodeling of emergency dispatch centers, hiring,
training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(¢) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract."

SECTION 4. This act applies to the City of Charlotte only.

SECTION 5. This act is effective when it becomes law.

Page 2 SENATE BILL 589 - First Edition
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
S 1
SENATE BILL 589
Short Title: Establish 311 System/911 Funds. (Local)

Sponsors:  Senators Dannelly; Odom and Rucho.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH A 311 SYSTEM FOR NONEMERGENCY CALLS AND

TO ALLOW THE MONEY IN THE EMERGENCY TELEPHONE SYSTEM

FUND TO ALSO BE USED TO DEVELOP AND MAINTAIN THE 311 SYSTEM.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62A-2 reads as rewritten:

"§ 62A-2. Legislative purposes.

The General Assembly declares it to be in the public interest to provide a toll free
number through which an individual in this State can gain rapid, direct access to public
safety aid. The number shall be provided with the objective of reducing response time to
situations requiring law enforcement, fire, medical, rescue, or other public safety
service. To reduce the response time of calls made to the toll-free number, a second toll-
free number may be established to receive nonemergency calls."

SECTION 2. G.S. 62A-3(1) reads as rewritten:

"(1) "911 system" or "911 service" means an emergency telephone system
that provides the user of the public telephone system the ability to
reach a public safety answering point by dialing the digits 911. The
term 911 system or 911 service also includes "Enhanced 911 service",
which means an emergency telephone system that provides the user of
the public telephone system with 911 service and, in addition, directs
911 calls to appropriate public safety answering points by selective
routing based on the geographical location from which the call
originated and provides the capability for automatic number
identification and automatic location identification features. The 911
system or 911 service also includes a 311 system to receive
nonemergency calls."

SECTION 3. G.S. 62A-8 reads as rewritten:

"§ 62A-8. Payments from Fund.
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(a)  Money from the Emergency Telephone System Fund shall be used only to
pay for: .
(I) The lease, purchase, or maintenance of emergency telephone
equipment, including necessary computer hardware, software and
database provisioning, addressing, and nonrecurring costs of
establishing a 911 system;—and system and a nonemergency 311
system.

(2)  The rates associated with the service supplier's 911 service and 311
service and other service supplier recurring charges.

(b)  The following expenses are not eligible for payment from the Fund: the lease
or purchase of real estate, cosmetic remodeling of emergency dispatch centers, hiring,
training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(¢) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract."

SECTION 4. This act applies to the City of Charlotte only.
SECTION 5. This act is effective when it becomes law.

Page 2 , SENATE BILL 589 - First Edition
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
S 1
SENATE BILL 589
Short Title: Establish 311 System/911 Funds. (Local).

Sponsors:  Senators Dannelly; Odom and Rucho.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH A 311 SYSTEM FOR NONEMERGENCY CALLS AND

TO ALLOW THE MONEY IN THE EMERGENCY TELEPHONE SYSTEM

FUND TO ALSO BE USED TO DEVELOP AND MAINTAIN THE 311 SYSTEM.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62A-2 reads as rewritten:

"§ 62A-2. Legislative purposes.

The General Assembly declares it to be in the public interest to provide a toll free
number through which an individual in this State can gain rapid, direct access to public
safety aid. The number shall be provided with the objective of reducing response time to
situations requiring law enforcement, fire, medical, rescue, or other public safety
service. To reduce the response time of calls made to the toll-free number, a second toll-
free number may be established to receive nonemergency calls."

SECTION 2. G.S. 62A-3(1) reads as rewritten:

"(1) "911 system" or "911 service" means an emergency telephone system
that provides the user of the public telephone system the ability to
reach a public safety answering point by dialing the digits 911. The
term 911 system or 911 service also includes "Enhanced 911 service",
which means an emergency telephone system that provides the user of
the public telephone system with 911 service and, in addition, directs
911 calls to appropriate public safety answering points by selective
routing based on the geographical location from which the call
originated and provides the capability for automatic  number
identification and automatic location identification features. The 911
system or 911 service also includes a 311 system to receive
nonemergency calls."

SECTION 3. G.S. 62A-8 reads as rewritten:

"§ 62A-8. Payments from Fund.
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(a) Money from the Emergency Telephone System Fund shall be used only to
pay for:

(1) The lease, purchase, or maintenance of emergency telephone
equipment, including necessary computer hardware, software and
database provisioning, addressing, and nonrecurring costs of
establishing a 911 system;—and system and a nonemergency 311
system.

(2)  The rates associated with the service supplier's 911 service and 311
service and other service supplier recurring charges.

(b)  The following expenses are not eligible for payment from the Fund: the lease
or purchase of real estate, cosmetic remodeling of emergency dispatch centers, hiring,
training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(c) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract."”

SECTION 4. This act applies to the City of Charlotte only.

SECTION 5. This act is effective when it becomes law.

Page 2 SENATE BILL 589 - First Edition
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
S 1
SENATE BILL 589
Short Title: Establish 311 System/911 Funds. (Local)

Sponsors:  Senators Dannelly; Odom and Rucho.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH A 311 SYSTEM FOR NONEMERGENCY CALLS AND

TO ALLOW THE MONEY IN THE EMERGENCY TELEPHONE SYSTEM

FUND TO ALSO BE USED TO DEVELOP AND MAINTAIN THE 311 SYSTEM.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62A-2 reads as rewritten:

"§ 62A-2. Legislative purposes.

The General Assembly. declares it to be in the public interest to provide a toll free
number through which an individual in this State can gain rapid, direct access to public
safety aid. The number shall be provided with the objective of reducing response time to
situations requiring law enforcement, fire, medical, rescue, or other public safety
service. To reduce the response time of calls made to the toll-free number, a second toll-
free number may be established to receive nonemergency calls."

SECTION 2. G.S. 62A-3(1) reads as rewritten:

"(1) "911 system" or "911 service" means an emergency telephone system
that provides the user of the public telephone system the ability to
reach a public safety answering point by dialing the digits 911. The
term 911 system or 911 service also includes "Enhanced 911 service",
which means an emergency telephone system that provides the user of
the public telephone system with 911 service and, in addition, directs
911 calls to appropriate public safety answering points by selective
routing based on the geographical location from which the call
originated and provides the capability for automatic number
identification and automatic location identification features. The 911
system or 911 service also includes a 311 system to receive
nonemergency calls."

SECTION 3. G.S. 62A-8 reads as rewritten:

"§ 62A-8. Payments from Fund.
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(@) Money from the Emergency Telephone System Fund shall be used only to
pay for:

(1) The lease, purchase, or maintenance of emergency telephone
equipment, including necessary computer hardware, software and
database provisioning, addressing, and nonrecurring costs of
establishing a 911 system;—and system and a nonemergency 311
system.

(2)  The rates associated with the service suppliér's 911 service and 311
service and other service supplier recurring charges.

(b)  The following expenses are not eligible for payment from the Fund: the lease
or purchase of real estate, cosmetic remodeling of emergency dispatch centers, hiring,
training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(c) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract."”

SECTION 4. This act applies to the City of Charlotte only.

SECTION 5. This act is effective when it becomes law.
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Short Title: Establish 311 System/911 Funds. (Local)

Sponsors:  Senators Dannelly; Odom and Rucho.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT TO ESTABLISH A 311 SYSTEM FOR NONEMERGENCY CALLS AND

TO ALLOW THE MONEY IN THE EMERGENCY TELEPHONE SYSTEM

FUND TO ALSO BE USED TO DEVELOP AND MAINTAIN THE 311 SYSTEM.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62A-2 reads as rewritten:
"§ 62A-2. Legislative purposes.

The General Assembly declares it to be in the public interest to provide a toll free
number through which an individual in this State can gain rapid, direct access to public
safety aid. The number shall be provided with the objective of reducing response time to
situations requiring law enforcement, fire, medical, rescue, or other public safety
service. To reduce the response time of calls made to the toll-free number, a second toll-
free number may be established to receive nonemergency calls."

SECTION 2. G.S. 62A-3(1) reads as rewritten:

"(1) "911 system" or "911 service" means an emergency telephone system
that provides the user of the public telephone system the ability to
reach a public safety answering point by dialing the digits 911. The
term 911 system or 911 service also includes "Enhanced 911 service",
which means an emergency telephone system that provides the user of
the public telephone system with 911 service and, in addition, directs
911 calls to appropriate public safety answering points by selective
routing based on the geographical location from which the call
originated and provides the capability for automatic number
identification and automatic location identification features. The 911
system or 911 service also includes a 311 system to receive
nonemergency calls."

SECTION 3. G.S. 62A-8 reads as rewritten:

"8 62A-8. Payments from Fund.
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(a) Money from the Emergency Telephone System Fund shall be used only to
pay for:

(1) The lease, purchase, or maintenance of emergency telephone
equipment, including necessary computer hardware, software and
database provisioning, addressing, and nonrecurring costs of
establishing a 911 system;,—and system and a nonemergency 311
system.

(2)  The rates associated with the service supplier's 911 service and 311
service and other service supplier recurring charges.

(b)  The following expenses are not eligible for payment from the Fund: the lease
or purchase of real estate, cosmetic remodeling of emergency dispatch centers, hiring,
training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(¢) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract.”

SECTION 4. This act applies to the City of Charlotte only.

SECTION 5. This act is effective when it becomes law.
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(a) Money from the Emergency Telephone System Fund shall be used only to
pay for: ' .

(1) The lease, purchase, or maintenance of emergency telephone
equipment, including necessary computer hardware, software and
database provisioning, addressing, and nonrecurring costs of
establishing a 911 system;—and system and a nonemergency 311
system.

(2)  The rates associated with the service supplier's 911 service and 311
service and other service supplier recurring charges.

(b)  The following expenses are not eligible for payment from the Fund: the lease
or purchase of real estate, cosmetic remodeling of emergency dispatch centers, hiring,
training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(c) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract."

SECTION 4. This act applies to the City of Charlotte only.

SECTION 5. This act is effective when it becomes law.
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(a) Money from the Emergency Telephone System Fund shall be used only to
pay for:
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equipment, including necessary computer hardware, software and
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training, and compensating dispatchers, and the purchase of mobile communications
vehicles, ambulances, fire engines, or other emergency vehicles.

(c) A local government may contract with a service supplier for any term
negotiated by the service supplier and the local government and may make payments
from the Emergency Telephone System Fund to provide any payments required by the
contract."”
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‘MEMORANDUM
TO: House Public Utilities Committee

Subcommittee on 911 Bills
FROM: g Steven Rose, Committee Counsel

RE: © Useof 911 Charge Funds-

Representative Saunders requested Committee Counsel to render an opinion of what
funds collected pursuant to Article I of Chapter 62A may be used for. It is the opinion of
- Committee Counsel that the legislative intent was that these funds may be used for the -
establishment and maintenance of a system for the receipt and organization of incoming calls
requesting emergency assistance, but may not be used for the dispatch of emergency :
assistance to respond to the incoming calls.

G.S. 62A-2 describes the legislative purpose of Article 1 of Chapter 62A. That
purpose is to provide a toll free number allowing an individual to gain rapid, direct access to -
public safety aid. :

G.S. 62A-3 is the definition section of Article I of Chapter 62A.."G.S. 62A-3(1)
defines 2 "911 System" or "911 Service" as an emergency telephone system that provides
" the user of the public telephone system the ability to reach a public safety answering point
(dispatch center) by dialing 911. This includes equipment that will direct 911 callsto the
appropriate public safety answering point based on the geographical location from which the
call originates. G.S. 62A-3(2) further defines "911 charge" to mean contributions to the local
. government for 911 service startup and addressing costs, billing costs, and nonrecurring and
. recurring installation, maintenance, service, and network charges of a service supplier -
- providing the 911 service. - : S . RO

AN EQUAL OPPORTUNITY/AFFIRMATIVE ACTION EMPLOYER
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G.S. 62A-8 provides that money from an Emergency Telephone System Fund can be
used only to pay for emergency telephone equipment, including hardware, software and
databases. This includes the expense of addressing and the nonrecurring costs of establishing
a 911 system. The fund may also be used to pay the rates charged by the service supplier
(the telephone company) and other service supplier recurring charges. Items specifically not
eligible are real estate, cosmetic remodeling of emergency dispatch centers, hiring, training,
and compensating dispatchers, and the purchase of mobile communications vehicles,
ambulances, fire engines, or other emergency vehicles.

Reading G.S. 62A-2, G.S. 62A-3(1) and (2), and G.S. 62A-8 together, leads to the
conclusion that Article I of Chapter 62A was enacted to authorize a charge for the purpose of
having a rapid, highly automated system providing access to a public safety answering point
(a dispatch center) for the telephone subscriber and that the charge was not meant to be used
for the dispatch of the emergency aid or expenses associated with the dispatch of emergency
aid. The financing of the dispatch and provision of emergency aid would, therefore, be left
to the normal financing methods available to local governments, including the use of tax
revenues. Thus, items such as the radio system used by the public safety answering point to
dispatch the appropriate emergency help would not be able to be financed using the charge
allowed under Article I of Chapter 62A.

M-SR-066




Chapter 62A.
Public Safety Telephone Service and Wireless Telephone Service.

Article
1. Public Safety Telephone Service, §§ 62A-1 through 62A-20.
2. Wireless Telephone Service, §§ 62A-21 through 62A-32.

ARTICLE 1.
Public Safety Telephone Service.

Sec.
62A-1. Short title. '
62A-2. Legislative purposes.
- 62A-3. Definitions.
62A-4. 911 charges. '
62A-5. Payment and collection of charges.
62A-6. Administration. _ -
62A-7. Emergency Telephone System Fund.
62A-8. Payments from Fund.
62A-9. Telephone records.
62A-10. Limitation of liability.
62A-11. Persons outside county.
62A-12. Misuse of 911 system; penalty
' 62A-13 through 62A-20. [Reserved] -

-~ § 62A-1. Short title.

This Article shall be known as the "Public Safety Telephone Act". -

(1989, c. 587,s. 1.)

Editor's Note. - Session Laws 1998-158, s. 1, enacted a new Chapter, designated as Chapter 62B.
That Chapter was redesignated as Article 2 of Chapter 62A at the direction of the Revisor of Statutes;

" thus, references to "Chapter" have been changed to "Article”. Furthermore, sections 62A-1 through

62A-12 were designated as Article 1 of this Chapter, and references to "Chapter” were changed to
"Article,” at the direction of the Revisor of Statutes. _

§ 62A-2. Legislative purposes.
“The General Assembly declares it to - be in the public interest fo provide a toll free number
through which an individual in this State can gain rapid, direct access to public safety aid. The -

number shall be provided with the objective of reducing response time to situations requlnng law
enforcement, fire, medical, rescue, or other public safety service.

© 200! Matthew Bender & Company, Inc., a member of the Ll:_xis-Nexis® Group. All rights reserved.
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(1989, c. 587,s.1.)

CASE NOTES

No Private Cause of Action. - This section sets out the legislative purpose for the Public Safety
Telephone Act, and contains no provision for a private cause of action. Lovelace v. City of Shelby, 133
N.C. App. 408, 515 S.E.2d 722 (1999).

§ 62A-3. Definitions.

As used in this Article:

(1) "911 system" or "911 service" means an emergency telephone system that provides the
user of the public telephone system the ability to reach a public safety answering point by dialing
the digits 911. The term 911 system or 911 service also includes "Enhanced 911 service", which
means an emergency telephone system that provides the user of the public telephone system with
911 service and, in addition, directs 911 calls to appropriate public safety answering points by
selective routing based on the geographical location from which the call originated and provides
the capability for automatic number identification and automatic location identification features.

(2) "911 charge" means a contribution to the local government for the 911 service start-up
equipment costs, subscriber notification costs, addressing costs, billing costs, and nonrecurring
and recurring installation, maintenance, service, and network charges of a service supplier
providing 911 service pursuant to this Article.

. (3) "Addressing" means the assigning of a numerical address and street name (the street name
. may be numerical) to each location within a local government's geographical area necessary to

provide public safety service as determined by the local government. This address replaces any
route and box number currently in place in the 911 database and facilitates quicker response by
public safety agencies. -

(4) "Exchange access facility" means the access from a particular telephone subscriber's
premises to the telephone system of a service supplier. Exchange access facilities include service
supplier provided access lines, PBX trunks and centrex network access registers, all-as defined by
tariffs of telephone companies as approved by the North Carolina Utilities Commission.
Exchange access facilities do not include service supplier owned and operated telephone pay
station lines, or Wide Area Telecommunications Service (WATS), Foreign Exchange (FX) or
incoming only lines.

(5) "Local government" means any city, county, or political subdivision of North Carolina
and its agencies. '

(6) "Public agency" means the State and any city, county, municipal corporation, chartered
organization, public district, or public authority located in whole or in part within the State which

© 2001 Matthew Bender & Company. Inc., a member of the Lexis-Nexis® Group. All rights reserved.
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provides or has authority to provide firefighting, law enforcement, ambulance, medical, or other
emergency services.

(7) "Public safety agency” means a functional division of a public agency which provides
firefighting, law enforcement, medical, suicide prevention, civil defense, poison control, or other
emergency Services.

(8) "Service supplier" means a person or entity who provides exchange telephone service to a
telephone subscriber.

(9) "Telephone subscriber" or "subscriber" means a person or entity to whom exchange
telephone service, either residential or commercial, is provided and in return for which the person
or entity is billed on a monthly basis. When the same person, business, or organization has
several telephone access lines, each exchange access facility shall constitute a separate
subscription.

(1989, c. 587,s.1.)
§ 62A-4. 911 charges.

(a) Subject to the provisions of subsections (b) through (d) of this section the governing
authority of any local government is authorized to adopt an ordinance to impose a monthly 911
charge upon each exchange access facility subscribed to by telephone subscribers whose .
‘exchange access lines are in the area served or which would be served by the 911 service. The - :
911 charge must be uniform and may not vary accordmg to the type of exchange access fac111ty

" used.

. (b) The ordinance authorized in subsection (a) of thlS section may be adopted after one of the
following procedures is followed: ~

(1) The governing authority by resolutlon requests the county or mummpal board of elections,
" as appropriate, to conduct a special election on a date certain, in which a majority of those votmg
who are residents of the political subdivision vote to authonze the ordmance

. (2) After a public heanng held upon not less than 10 days public notrce

. (c) There may be only one attempt to adopt an ordinance under subdivision (b)(1) of thls
section in any calendar year. Any special election shall be conducted usmg the procedures set out

inG.S. 163- 287

(d) The ordmance shall fix a date on which it and the 1mposmon and collectmn of the
charges as provided in the ordinance shall become effective, but the effective date shall be at
" -least 120 days followmg the date of adoptlon of such ordmance by the govermng authonty of the
local government. : o

- (1989,c.587,5.1)

© 2001 Matthew Bender & Company, Inc., 2 member of the Lexis-Nexis® Group. All rights reserved. -
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(a) The subscriber of an exchange access facility will be billed for the monthly 911 charges,
if any, imposed with respect to that facility. Each service supplier shall, on behalf of the local
government, collect the charges from those subscribers to whom it provides exchange telephone
service in the area served by the 911 service. As part of its normal monthly billing process, the
service supplier shall collect the charges for each month or part of the month an exchange access
facility is in service, and it may list the charge as a separate entry on each bill. If a service
supplier receives a partial payment for a monthly bill from a subscriber, the service supplier shall
apply the payment against the amount the subscriber owes the service supplier first.

§ 62A-5. Payment and collection of charges.

(b) A service supplier has no obligation to take any legal action to enforce the collection of
the 911 charges for which any subscriber-is billed. However, a collection action may be initiated
by the local government that imposed the charges and reasonable costs and attorneys' fees
associated with that collection action may be awarded to the local government collecting the 911
charges.

(c) The local government subscribing to 911 service shall remain ultimately responsible to
the service supplier for all 911 installation, service, equipment, operation, and maintenance
charges owed to the service supplier. Upon request by the local government, the service supplier
shall provide the local government with a list of amounts uncollected along with the names and
addresses of telephone subscribers who have not paid the 911 charge.

(d) Any taxes due on 911 service provided by the service supplier will be billed to the local
government subscribing to that service.

(1989, c. 587, s. 1; 2000-173,'s. 19.(a).)

Effect of Amendments. - Session Laws 2000-173, 's. 19(a), effective August 2, 2000, deleted the
former last sentence of subsection (d), which read: "State and local taxes do not apply to 911. charges
billed to subscribers under this Article."

§ 62A-6. Administration.

Each service supplier that collects the 911 charges on behalf of a local government is entitled
to a one percent (1%) administrative fee as compensation for collecting the charges. The service
supplier shall remit the rest of the charges it collects during a month to the fiscal officer of the
local government within ten days after the last day of the month.

|

(1989, c. 587,s.1.) -
§ 62A-7. Emergency Telephone System Fund.

© 2001 Matthew Bender & Company, Inc., a member of the Lexis-Nexis®, Group. All rights reserved.



The fiscal officer to whom 911 charges are remitted under G.S. 62A-6 shall deposit the
charges in a special revenue fund pursuant to G.S. 159-26(b)(2). The Fund shall be known as the
Emergency Telephone System Fund. The fiscal officer may invest money in the Fund in the same
manner that other money of the local government may be invested. The fiscal officer shall
deposit any income earned from such an investment in the Emergency Telephone System Fund.

(1989, c. 587,s.1;1997-8,s. 1)
§ 62A-8. Payments from Fund.

(a) Money from the Emergency Telephone System Fund shall be used only to pay for:

(1) The lease, purchase, or maintenance of emergency telephone equipment, including
necessary computer hardware, software and database provisioning, addressing, and nonrecurring
costs of establishing a 911 system, and :

(2) The rates associated with the service supplier's 911 service and other service supplier
recurring charges. '

(b) The followihg expenses are not eligible for payment from the Fund: the lease or purchase

"of real estate, cosmetic remodeling of emergency dispatch centers, hiring, training, and

compensating dispatchers, and the purchase of mobile communications vehicles, ambulances,
fire engines, or other emergency vehicles.

(c) A'local gox?ernmenf may contract with a service supplier for any term negotiéted by the
service supplier and the local government and may make payments from the Emergency
Telephone System Fund to prov1de any payments requlred by the contract.

(1989, c. 587, 5. 1.)
§ 62A-9. Telephone records. -

(a) Each telephone service supplier shall provide subscriber telephone numbers, names; and
service addresses to 911 systems when required by a local government. Although customer
numbers, names and service addresses shall be available to 911 systems, such information shall
remain the property of the disclosing service suppher The total cost of the system shall inctude
expenses paid to service suppliers to provide and maintain 911 information. This information
shall be used only in providing emergency response services to 911 calls. A local government
may not release a telephone number required to be provided under this section to any person for
purposes other than including the number in.the emergency telephone system database or
providing the number to permit a response to police, fire, medical, or other emergency situation.

(b) To the extent necessary to provide'911 "service, private listing customers of a service
supplier in a 911 service area waive the privacy afforded by nonlisted and nonpublished numbers

© 2001 Matthew Bender & Company, Inc., a member of the Lexis-Nexis® Group. All rights reserved.
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when the 911 service is established;

(¢) No service supplier, or agents or employees of a service supplier, shall be liable to any
person provided 911 service established under this Article for release for emergency telephone
purposes of information specified in this section that is not already part of the public record,
including nonlisted or nonpublished telephone numbers.

(1989, c. 587,s. 1.)
§ 62A-10. Limitation of liability.

A service supplier, including any telephone company and its employees, directors, officers
and agents, is not liable for any damages in a civil action for i injuries, death, or loss to persons or
property incurred by any person as a result of any act or omission of a service supplier or of any
of its employees, directors, officers, or agents, except for willful or wanton misconduct, in
connection with developing, adopting, unplementmg, maintaining, or operating any 911 system.
This section shall not apply to actions arising out of the operation or ownership of a motor

vehicle.

(1989, c. 587, s. 1; 1998-158,5.2.)

Editor's Note. - Session Laws 1998-158, s. 6. contains a severability clause.

Effect 6f Amendments. - The 1998 amendrhent, effective September 25, 1998, added the last
sentence.

§ 62A-11. Persons outside county.

When an individual physically resides in an adjacent county, but receives local exchange
telephone service from a central office in a county which provides 911 service, it shall be the
responsibility of the county with the 911 service to notify the appropnate public agency of a
request for public safety semce from such individual.

(1989, c. 587,s. 1.)
§ 62A-12. Misuse of 911 system; pelialty.

Any person who intentionally calls the 911 number for other than purposes of obtaining
public safety assistance commits a Class 1 misdemeanor.

(1989, c. 587, 5. 1; 1993, c. 539, s. 492; 1994, Ex. Sess., ¢. 24, s. 14(c).)
§§ 62A-13 through 62A-20: Reserved for future codification purposes.

© 2001 Matthew Bender & Company, Inc., a member of the Lexis-Nexis® Group. All rights reserved.




Ann Jordan (Rep. R. Smith)

om: Steve Rose (Research)
Qnt: Wednesday, July 11, 2001 8:51 AM
: Ann Jordan (Rep. R. Smith)
Subject: 911 Bills

Ann: Just to be sure its clear. The subcommittee is recommending to the full committee that;
1. PCS for SB589 (S589-CSRL-39 [v.1]) be given a favorable report.

2. The original bill be given an unfavorable report.

3. The other bills (list them) be postponed indefinitely.

Nothing goes to the floor untill the full committee acts. Call if you have any questions.

Steven J. Rose

Principal Attorney
North Carolina General Assembly
Legislative Office Building
Suite 545
(919) 733-2578
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Jo Hinton (Rep. Edwards)

From: Ann Jordan (Rep. R. Smith)
Sent:  Thursday, July 12, 2001 11:50
To: Rep. Zeno Edwards

Subject: Report of the 911 Sub-Committee

PUBLIC UTILITIES SUBCOMMITTEE REPORT
ON 911 BILLS

A Public Utilities Sub-Committee was appointed to study the eight 911 bills that had been assigned to
the Public Utilities Committee. The following members were asked to serve on the sub-committee:
Representatives Lorene Coates, Robert Grady, Gene McCombs, and Drew Saunders with Representative
Zeno Edwards serving as Chair.

The sub-committee met three times. On July 10th they voted to recommend to the full committee the
following:

1. The PCS for SB 589 should be given a favorable report with an unfavorable report for the original
bill.

G £ EQuadlo)

Rep. Zeno Edwards, Chair

7/12/2001



2001 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report(s) from standing committee(s) is/are presented:
By Representative Smith (Chair for the Committee on PUBLIC UTILITIES.

] Committee Substitute for ,

S.B. 589 A BILL TO BE ENTITLED AN ACT TO ESTABLISH A 311 SYSTEM FOR
NONEMERGENCY CALLS AND TO ALLOW THE MONEY IN THE EMERGENCY
TELEPHONE SYSTEM FUND TO ALSO BE USED TO DEVELOP AND MAINTAIN
THE 311 SYSTEM.

] With a favorable report.

(] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [ ] Finance [] .

B With a favorable feport, as mnended.

] With a favorable report, as amended, and recommendation that the bill be re-referred to the
Committee on Appropriations [_] Finance [] .

With a favorable report as to House committee substitute bill, [X] which changes the title,
unfavorable as to (original bill).

[} with a favorable report as to House committee substitute bill (# ), ] which changes
the title, unfavorable as to Senate committee substitute bill, :

[] With an unfavorable report.

[] With recommendation that the House concur.

] With recommendation that the House do not co_ncur.

] with recbmmendation that the House do not concur; request conferees.

[C] With recommendation that the House concur; committee believes bill to be material.
[] With an unfavorable report, with a Minority Report attached.

[J Without prejudice.

[] With an indefinite postpo-nement report.

(] With an indefinite postponement report, with a Minority Report attached.

[[] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
2/15/01
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North Carolina Counties Emergend’ 911 Fund Balances

The wireless fee is imposed by and remitted to the State. It is not locally imposed.

. ..|RESPONSE

RESPONSE

County Esimated | June 2000 [ - Current Are Estimated June | Additional Information
June 2001 | Wireline Charge | Wire/Wireless $|2001 Wireless Fund
, Wireline Balance kept separate? Balance
Fund Balance
Alamance $176,000 N/A No charge |[Yes N/A
Alexander N/A $235,946 [$0.68 N/A N/A Both wireless and wire are
levied in same charge
Alleghany $180,529 $175,037 [$1.50 No wireless N/A $46,885 appropriated for
service : FY01/02.
Anson $82,944 $167,142 180.94 No $18,314 :
Ashe NO $399,618 |NO NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE
Avery $250,646 $271,462 |$1.25 wire; |No N/A
’ - |$0.80 cell
Beaufort $169,104 $77,668 $1.00 No all 911 §$ together
Bertie $506,497 $518,475 |$1.00 Yes $114,320
Bladen $49,668 $144,018 {$1.00 Yes -1$27,296
Brunswick $139,788 $524,161 |$1.00 No $95,909
Buncombe $909,947 $923,955 |$0.50 Yes $396,060 A
ke NO $1,470,408 {NO NO RESPONSE {NO RESPONSE NO RESPONSE
RESPONSE - [RESPONSE S R ‘ ' 4
Cabarrus $771,685  -|$631,154 [$0.40 Yes $217,229 .
Caldwell $405,000 $355,684 |$1.00 No $187,315 Propose using $116,267 in
’ fund balance; $26,812 for E-
911 and $89,455 wireless for
4 ‘ : 01-02 budget
Camden $13,243 N/A $1.00" No, don't have |$0 Share wireless money that
o wireless Pasquotank county has.
-|Carteret - INO 1$583,007 {NO . |NORESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE ‘ o o S
Caswell . .. [NO . = |$344,841 . . [NO . INO RESPONSE |NO RESPONSE . [NORESPONSE
. |RESPONSE ~ {RESPONSE o a ' .
Catawba $1,437,000 -|$1,264,843 [$0.85 No $253,000 . |Accumulated funds will be
_ : used to help pay for 800mhz
system with a total cost of
. | B - : . : $4.5 million
~|Chatham $800,465 $693,006 150.80 Yes $85,174 ‘
~ |Cherokee NO $111,038 [NO NO RESPONSE |NO RESPONSE NO RESPONSE
g - - {RESPONSE" | = -~ = RESPONSE S N Y
wan $25,000 $5,107 $0.60 ~{No - $20,000 will be expended from capital
: : N ' . joutlay N
Clay NO $205,624 [NO -|NO RESPONSE [NO RESPONSE ©  |[NO RESPONSE




RESPONSE

RESPONSE

County Esimated | June 2000 | Current Are Estimated June | Additional Information
June 2001 | Wireline Charge | Wire/Wireless $[2001 Wireless Fund +
Wireline Balance kept separate? Balance
Fund Balance E
Cleveland NO $£304,182 |NO NO RESPONSE [NO RESPONSE NO RESPONSE ‘-
RESPONSE RESPONSE
Columbus NO- $254,189 [NO NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE
Craven $360,000 $305,734 |$0.83 Yes $160,197
Cumberland [$1,539,388 |$1,515,882 |$1.00 Yes $347,35 $30,316 of E-911 money is
' attributed to 911 Sign
o Shop.
Currituck NO $313,675 |NO NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE

Dare $597,372 $537,592 |$1.00 Yes

Davidson $170,000 $282,456 {$0.55 Yes $20,000

Davie $310,717 $173,888 ]$0.93 Yes N/A

Duplin $312,347 $206,582 |$1.00 Yes $129,462

Durham $1,517,669 [N/A $0.60 No. $162,706 Durham County and City of

. 1. Durham have an interlocal
agreement for the City
administer 911 service!
Durham County contrib
$899,926.

Edgecombe [$109,470 $42,471 $0.75 N/A N/A Does not have wireless
service; but when it does will
keep funds in separate

. ] departments

Forsyth No 911 charge|no special . |[No 911 No 911 charge - [No 911 charge No 911 charge

revenue fund |charge
- funds
remitted to
Winston-
Salem
Franklin NO $329,200 [NO NO RESPONSE |[NO RESPONSE NO RESPONSE
- [RESPONSE RESPONSE
Gaston NO $431,091 |NO NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE . RESPONSE
Gates $86,961 $42,902 $1.00 No wireless No wireless No wireless
Graham NO $88,519 NO NO RESPONSE |NO RESPONSE NO RESPONSE




[}

County Esimated | June 2000 | Current Are Estimated June | Additional Information
June 2001 | Wireline Charge | Wire/Wireless ${2001 Wireless Fund
Wireline Balance - kept separate? Balance
Fund Balance
.;lville $65,224 $123,916 |$0.83 Yes $65,658 Provided Granville County E-
‘ 911 five-year fiscal plan that
gives detail as to projected
revenues from both wireline
and wireless charges as well
as projected operating and
capital expenditures.
Greene NO $150,192 [NO ' NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE | RESPONSE |
Guilford §0 . $104,873 |$0.30 - Yes $145,000
Halifax $128,943 $251,724 |$1.00 No $40,846 Debt payment due 8/15/01
) ~ $179,551
Harnett $17,867 $292,218 |$1.25 Yes $253,550
Haywood NO $72,234 NO NO RESPONSE |[NO RESPONSE NO RESPONSE
: RESPONSE RESPONSE ' :
Henderson  ]$35,000 $78,126 $0.55 Yes $0 :
Hertford £54,348 $22,041 $1.00 N/A N/A County used part of the
. ) 1 o Ce - 1 - funds to buy radio licenses,
) ‘ .. |mapping equipment, street
. - |signs, and other things.
Hoke NO - IN/A - NO . INO RESPONSE |NO RESPONSE . |NO RESPONSE
" |RESPONSE " | RESPONSE o R : : -
Hyde $148,749 - $101,131 |$1.00 - No ™ - $10,159 o
Iredell INO - $766,295 . |[NO - NO RESPONSE |NO RESPONSE - {NO RESPONSE
- |IRESPONSE | - |RESPONSE - ' : .
Jackson INO - $448,266 |NO |NO RESPONSE |NO RESPONSE = |NO RESPONSE
RESPONSE -~ |RESPONSE. S ‘ . S
Johnston $0 $1,063,311 |$0.85 Yes $104,605
~ |Jones $147,008 $183,109 |[$1.00 Yes $31,386 The accumulated fund
o o ‘ " S ‘ balance is being used for
- [new ES11 system currently
. ' ‘ : : being put in place.
Lee $31,714 $350,840 [$1.00 | Yes $155,724 .
Lenoir $276,451 $217,951  {$1.00 wire |{Yes N/A " |Amount of wireless money
- ‘ received from state based on
: ' - population
coln $919,368 $792,933 |[$1.00 Yes . |$101, 870 (may be  [Next year's budget has
, : . 4 ' ' reduced before end of |budgeted $474,004 from this
_ year) "+ . |fund to cover expenses
S T, " |including additional capital
réplacement. -
Macon $539,988 $488,101 [$1.00 Yes $33,587




L]

County Esimated | June 2000 | Current Are Estimated June | Additional Information
June 2001 | Wireline Charge | Wire/Wireless $/2001 Wireless Fund
Wireline Balance kept separate? Balance
Fund Balance ’ :

Madison NO $56,555 NO NO RESPONSE [NO RESPONSE NO RESPONSE ‘
RESPONSE RESPONSE '

Martin NO $99,534 NO NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE

McDowell $30,000 $59,545 $0.75 Yes $25,000 When comparing fund

balance information from
R prior years, please note that
McDowell County is in the
process of completing a 911
addressing project.
[Mecklenburg [N/A N/A $0.73 |Yes $85,600 The Charlotte-Mecklenburg
) service area doesn't currently
have a wired charge, but will
starting on 9/12/01

Mitchell $76,787 $£79,226 $1.50 Yes $98,262

Montgomery |NO $237,527 |NO NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE o

Moore $139,686 $331,064 |$0.80 Yes $163,279

Nash $357,022 $640,360 {$0.75 Yes $4,189 Wireless - $.85

New Hanover |$60,000 $266,308 [$0.50 Yes $322,000

Northampton ([NO $347,387 |NO = - NO RESPONSE [NO RESPONSE NO RESPONSE

' ' RESPONSE RESPONSE :

Onslow $675,000 $2,265,974 1$0.80 Yes $337,500 Had a $1.9 million loan from
total; last year that will be paid off
$337,500 wire with the 911 funds. Loan paid

for 911 infrastructure

Orange $295,000 $427.479 [50.50 Yes N/A - Accumulated fund balance

' T - will be used for replacement
of major equipment in
subsequent year(s). -

" {Pamlico NO -$54,769 [NO NO RESPONSE [NO RESPONSE NO RESPONSE
RESPONSE ‘ RESPONSE ' :
Pasquotank . |$146,583 $94,127 $1.00 Yes $135,677. . 1. A .
Pender $257,384 $485,961 |$0.99 Yes $16,592. Fund balance is designa
’ : : . ‘ put aroofon 911 cent
will be spending $30,00
i T for addressing. '

Perquimans |NO $212,501 |[NO NO RESPONSE . [NO RESPONSE NO RESPONSE

RESPONSE RESPONSE '




charge

No 911 charge

County Esimated | June2000| Current Are Estimated June | Additional Information
June 2001 | Wireline Charge | Wire/Wireless ${2001 Wireless Fund
Wireline Balance kept separate? ' Balance
Fund Balance
on $465,079 $465,079 |$1.30 Yes $81,050
Pitt $250,000 $277,132  |$0.50 No $60,000
Polk NO $1,168,234 {NO NO RESPONSE |{NO RESPONSE NO RESPONSE
RESPONSE RESPONSE
Randolph $1,200,000 [$1,168,234 130.65 Yes $231,000 In fiscal year 2001-02,
' Randolph County plans to
purchase our own fiber lines.
The County currently leases
from telephone company.
Richmond NO $93,542 NO NO RESPONSE [NO RESPONSE NO RESPONSE
RESPONSE RESPONSE :
Robeson NO -$461,134 INO NO RESPONSE [NO RESPONSE NO RESPONSE
RESPONSE RESPONSE
Rockingham |[$369,465 $294,671 |$0.75 Yes $49,064
Rowan $695,000 $737,563 [$0.65" Yes $205,000 $ appropriated for GIS in
. : 1 - FY2002 . :
erford $148,298 $321,789 - |3$0.98 Yes $34,294 o o
: pson $871,871 $799,336 [$1.00 Yes $146, 701 $224,932 of FY 00-01 will
. be rebudgeted for FY 01-02
' in Wire Funds and $29,535
will be rebudgeted for
wireless.
Scotland $126,117 ~ {$115,928 - |$0.70 No wireless = = |No wireless No wireless
Stanly $900,000 $993,509 1$0.50 No ' :
" |Stokes $373,372 $562,191 {$0.75 Yes $170,895 Stokes County has budgeted
: ’ ' Fiscal Year 2001-2002
expenditures. Wireline
$642,170 and Wireless
$70,200. The current line rate
will decrease to $0.60 cents
on 12/01/01.
Surry $400,000 $490,804 {$1.00 No $90,000 c :
Swain $173,610 $165,409 ($2.00 N/A N/A The monies that are collected
' o ~ : from the local cellular
companies are accounted for
wiﬁ the regular service
. ‘ charges. The monies that are
. received from the wireless
N ’ 911 board are separate.
Transyvania |[No 911 charge{N/A - |[No 911 No 911 charge No 911 charge




v
]

County Esimated | June2000| Current Are Estimated June | Additional Information
June 2001 | Wireline Charge | Wire/Wireless ${2001 Wireless Fund !
Wireline Balance kept separate? Balance -
Fund Balance
Tyrrell $65,000 no special  {$2.25 Yes $29,000 $ obligated by budg’
revenue fund appropriations for
, FY2001/2002
Union NO $2,340,817 INO NO RESPONSE [NO RESPONSE NO RESPONSE
RESPONSE RESPONSE .
Vance $42,852 $495,205 |$1.00 Yes £54,153
Wake $124,198 $121,194 18$0.12 Yes State collects .80 per
telephone number and
does not remit those
funds to the county
Waren  |5610,783  |$540,059 |SL.00 Nowireless  |N/A We are currently contracting
' . |service ‘ with a firm to provide E-
911/mapping services to the
county and plan to draw
down a substantial amount of
the current balance of
wireline funds in the next 18
months,
Washington. [NO -$5,779 NO NO RESPONSE [NO RESPONSE NO RESPONSE ‘
RESPONSE RESPONSE :
Watauga NO 18250,880 |NO . NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE: ‘
Wayne NO $830,420 |NO NO RESPONSE {NO RESPONSE NO RESPONSE
RESPONSE RESPONSE
Wilkes NO $185,938 |NO ‘ NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE ;
Wilson $66,633 $618,192 |$0.85 Yes. ’ $6,620
Yadkin NO $236,795 |NO NO RESPONSE |NO RESPONSE NO RESPONSE
RESPONSE RESPONSE -
Yancey $183,924 $130,508 |81.75 N/A N/A .
Source- June/July 2001 Email poll of county finance officers. o
Kristen Crosson, Research Division, General Assembly, 919-733-2578 - . July 10, 2001
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Minutes
House Committee on Public Utilities
July 24, 2001

The House Committee on Public Utilities met Tuesday, July 24, 2001 in Room
544 of the Legislative Office Building at 10:00 a.m. The following members were
present: Representative Ronnie Smith, Chair; Representatives Saunders and McComas,
Vice-Chairs; and Representatives Allred, Edwards, Grady, Hurley and McCombs. Steve
Rose, Committee Counsel was also present. A Visitor Registration list is attached and
made part of the minutes.

Chairman Smith called the meeting to order and recognized the pages and
Sergeant-at-Arms staff.

Chairman recognized Senator Eric Reeves to speak on his bill, SB 631 —
EXPAND DEFINITION OF UNIVERSAL SERVICE. Members questioned Counsel
Steve Rose and NC Utilities Commission Chairperson about Universal Service.

The meeting adjourned at 10:30 without a vote on the bill.

Respectfully submitted,
Representative Ronnie Smith Ann Jordan ¢/

Chair Committee Assistant



AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

July 24, 2001
Room 544 - LOB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

SB 641 — EXPAND DEFINITION OF UNIVERSAL SERVICE
Sen. Eric Reeves

ADJOURNMENT



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, July 24, 2001
TIME: 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 641 — Expand Definition of Universal Service — Sen. Eric Reeves
Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
3:00 p.m. on July 18, 2001.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, July 24™, 2001
TIME: 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 641 — Expand Definition of Universal Service — Sen. Eric Reeves
Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
3:00 p.m. on July 18, 2001.

__ Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
S 1
" SENATE BILL 641
Short Title: Expand Definition of Universal Service. (Public)

Sponsors:  Senators Reeves; Ballantine, Foxx, Hoyle, and Wellons.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT AUTHORIZING THE NORTH CAROLINA UTILITIES COMMISSION TO

ADOPT RULES TO EXPAND THE DEFINITION OF UNIVERSAL SERVICE

TO INCLUDE STATEWIDE INTERNET ACCESS AND OTHER

TECHNOLOGICAL TELECOMMUNICATIONS ADVANCES.

The General Assembly of North Carolina enacts:
SECTION 1. G.S. 62-110(f1) reads as rewritten:

"(fl) Except as provided in subsection (f2) of this section, the Commission is
authorized, following notice and an opportunity for interested parties to be heard, to
issue a certificate to any person applying to provide local exchange or exchange access
services as a public utility as defined in G.S. 62-3(23)a.6., without regard to whether
local telephone service is already being provided in the territory for which the certificate
is sought, provided that the person seeking to provide the service makes a satisfactory
showing to the Commission that (i) the person is fit, capable, and financially able to
render such service; (i) the service to be provided will reasonably meet the service
standards that the Commission may adopt; (iii) the provision of the service will not
adversely impact the availability of reasonably affordable local exchange service; (iv)
the person, to the extent it may be required to do so by the Commission, will participate
in the support of universally available telephone service at affordable rates; and (v) the
provision of the service does not otherwise adversely impact the public interest. In its
application for certification, the person seeking to provide the service shall set forth
with particularity the proposed geographic territory to be served and the types of local
exchange and exchange access services to be provided. Except as provided in G.S.

62-133.5(f), any person receiving a certificate under this section shall, until otherwise

determined by the Commission, file and maintain with the Commission a complete list
of the local exchange and exchange access services to be provided and the prices
charged for those services, and shall be subject to such reporting requirements as the
Commission may require.
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GENERAL ASSEMBLY OF NORTH CAROLINA - SESSION 2001

Any certificate issued by the Commission pursuant to this subsection shall not
permit the provision of local exchange or exchange access service until July 1, 1996,
unless the Commission shall have approved a price regulation plan pursuant to G.S.
62-133.5(a) for a local exchange company with an effective date prior to July 1, 1996.

'In the event a price regulation plan becomes effective prior to July 1, 1996, the

Commission is authorized to permit the provision of local exchange or exchange access
service by a competing local provider in the franchised area of such local exchange
company.

The Commission is authorized to adopt rules it finds necessary (i) to provide for the
reasonable interconnection of facilities between all providers of telecommunications
services; (ii) to determine when necessary the rates for such interconnection; (iii) to
provide for the reasonable unbundling of essential facilities where technically and
economically feasible; (iv) to provide for the transfer of telephone numbers between
providers in a manner that is technically and economically reasonable; (v) to provide for
the continued development and encouragement of universally available telephone
service at reasonably affordable rates; and (vi) to carry out the provisions of this
subsection in a manner consistent with the public interest, which will include a
consideration of whether and to what extent resale should be permitted. In adopting
rules to establish an appropriate definition of universal service, the Commission shall
consider evolving trends in telecommunications services and the need for consumers to
have access to high-speed communications networks, the Internet, and other services to
the extent that those services provide social benefits to the public at a reasonable cost.

Local exchange companies and competing local providers shall negotiate the rates
for local interconnection. In the event that the parties are unable to agree within 90 days
of a bona fide request for interconnection on appropriate rates for interconnection, either
party may petition the Commission for determination of the appropriate rates for
interconnection. The Commission shall determine the appropriate rates for
interconnection within 180 days from the filing of the petition.

Each local exchange company shall be the universal service provider in the area in
which it is certificated to operate on July 1, 1995, until otherwise determined by the
Commission. In continuing ‘this State's commitment to universal service, the
Commission shall, by December 31, 1996, adopt interim rules that designate the person
that should be the universal service provider and to determine whether universal service
should be funded through interconnection rates or through some other funding
mechanism. By July 1, 2001, the Commission shall complete an investigation and adopt
final rules concerning the provision of universal services, the person that should be the
universal service provider, and whether universal service should be funded through
interconnection rates or through some other funding mechanism.

The Commission shall make the determination required pursuant to this subsection
in a manner that furthers this State's policy favoring universally available telephone
service at reasonable rates."

SECTION 2. This act is effective when it becomes law.

Page 2 SENATE BILL 641 - First Edition




SENATE BILL 641:
Expand Definition of Universal Services

Committee: House Public Utilities Introduced by: Senator Reeves
Date: July 24, 2001 Summary Steven Rose
Version: One ' . Committee Counsel

SUMMARY: Senate Bill 641 amends G.S. 62-110(f1) to authorize the Utilities Commission to consider
expanding the definition of universal service to include evolving trends in telecommunications services
including the need for consumers to have access to high speed communication networks, the internet,
and other services to the extent they provide social benefits to the public at a reasonable cost. The act
is effective when it becomes law.

BILL ANALYSIS AND BACKGROUND: In 1995, the General Assembly adopted legislation allowing
for competitive local telephone service. Under that 1995 act, the Utilities Commission was mandated to
provide for the continued development of universally available telephone service at reasonably affordable
rates. Senate Bill 641 expands the traditional definition of universal service. Universal service has been a
policy of the State and the federal government for approximately the last 75 years. It traditionally
includes the concept of having affordable basic "dial tone" telephone service available to all persons at a
reasonable cost, even though the cost of serving some geographic areas is higher than others. Senate Bill
641 would authorize an expansion of the traditional definition of universal service, but does not require its
expansion.

Senate Bill 217, which became law on July 2, 2001 as S.L. 2001-252, changed the date for adoptioh of
final universal service rules under G.S. 62-110(f1), from July 1, 2001 to July 1, 2003.

S641-SMRL-002

Legislative Services Office North Carolina General Assembly Research Division, 733-2578
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
H Simple
Resolution
Adopted
HOUSE RESOLUTION 49
Committee Substitute Favorable 2/7/01
Adopted 2/8/01
Sponsors:
Referred to:

February 5, 2001

A HOUSE RESOLUTION ADOPTING THE PERMANENT RULES OF THE
REGULAR SESSIONS OF THE NORTH CAROLINA HOUSE OF
REPRESENTATIVES OF THE 2001 GENERAL ASSEMBLY.

Be it resolved by the House of Representatives:

SECTION 1. The permanent rules of the Regular Sessions of the House of

Representatives of the 2001 General Assembly are:

PERMANENT RULES OF THE REGULAR SESSIONS OF THE HOUSE OF

REPRESENTATIVES OF THE 2001 GENERAL ASSEMBLY OF NORTH

CAROLINA
L. Order of Business, 1-5
IL. Conduct of Debate, 6-12

IilL. Motions, 13-19
IV. Voting, 20-25
V. Committees, 26-30
VL Handling of Bills, 31-44.1
VIL Legislative Officers and Employees, 45-49
VIIL Privileges of the Hall, 50-53
IX. General Rules, 54-62
I. Order of Business

RULE 1. Convening Hour, Limitation on Friday, Night, and Sunday
Legislative Sessions. — The House shall convene each legislative day at the hour fixed
by the House. In the event the House adjourns on the preceding legislative day without
having fixed an hour for reconvening, the House shall convene on the next legislative
day at 2:00 P.M. During January and February of 2001, no sessions may be held on
Friday. No session shall continue after 10:00 P.M. on Monday nor after 9:00 P.M. on
any other days, and the Speaker shall adjourn the House without motion at that point,
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except that a motion may be made as to the time and day of next convening. No session
shall be held on Sunday.

RULE 2. Opening the Session. — At the convening hour on each legislative
day, the Speaker shall call the members to order and shall have the session opened with
prayer. At the convening hour on the first day of each legislative week, the Speaker, or
his designee, shall lead the members in the Pledge of Allegiance to the American Flag.

RULE 3. Quorum. — (a) A quorum consists of a majority of the
qualified members of the House.

(b)  Should the point of a quorum be raised, the doors shall be closed, and
the Clerk shall call the roll of the House, after which the names of those not responding
shall again be called. In the absence of a quorum, 15 members are authorized to compel
the attendance of absent members and may order that absentees for whom no sufficient
excuses are made be taken into custody wherever they may be found by special
messenger appointed for that purpose.

RULE 4. Approval of Journal. — (a) The Standing Committee on Rules,
Calendar, and Operations of the House shall cause the Journal of the House to be
examined daily before the hour of convening to determine if the proceedings of the
previous day have been correctly recorded.

(b) Immediately following the opening prayer and upon appearance of a
quorum, the Speaker shall call for the Journal report by the Chair of the Standing
Committee on Rules, Calendar, and Operations of the House, or by a Representative
designated by the Chair, as to whether the proceedings of the previous day have been
correctly recorded. Without objection, the Speaker shall cause the Journal to stand
approved.

RULE 5. Order of Business of the Day. — After the approval of the Journal
of the preceding day, unless otherwise ordered by the Speaker, the House shall proceed
to business in the following order:

(1)  The receiving of petitions, memorials, and papers addressed to the

General Assembly or to the House;

(1a) Messages from the Governor;

(2) Ratification of bills;

(3)  Reports of standing committees and permanent subcommittees;

(4)  Reports of select committees;

(5)  Reports of referral by standing committee Chairs of bills to permanent

subcommittees; '

(6)  First reading and reference to committee of bills and resolutions;

(7) Messages from the Senate;

(8) Concurrence with Senate amendments or Senate committee

substitutes;

(9)  The unfinished business of the preceding day;

(10) Calendar (each category in accordance with Rule 40):

a. Local bills (roll call) third reading
b. Local bills (roll call) second reading
c. Local bills third reading

Page 2 | House Resolution 49 - Adopted
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Local bills second reading

Public bills (roll call) third reading

Public bills (roll call) second reading

Public bills and resolutions, third reading

. Public bills and resolutions, second reading;
(11) Reading of notices and announcements.

II. Conduct of Debate

RULE 6. Duties and Powers of the Speaker. — The Speaker shall have
general direction of the Hall. With the consent of or in the absence of the Speaker Pro
Tempore, the Speaker may name any member to perform the duties of the chair, but
substitution shall not extend beyond one day, except in the case of sickness or by leave
of the House. ‘

RULE 7. Obtaining Floor. — (a) When any member desires recognition
for any purpose, the member shall rise and respectfully address the Speaker. No
member shall proceed until recognized by the Speaker for a purpose.

(b) When a member desires to interrupt a member having the floor, the
member shall first obtain recognition by the Speaker and permission of the member
occupying the floor, and when such recognition and permission have been obtained, he
or she may propound a question to the member occupying the floor; but he or she shall
not otherwise interrupt the member having the floor, except as provided in subsection
(c) of this rule; and the Speaker shall, without the point of order being raised, enforce
this rule.

Fo o o

(©) A member who has obtained the floor may be interrupted only for the
following reasons:

(1) A request that the member speaking yield for a question,

(2) A point of order,

(3) A parliamentary inquiry, or

(4) A question of privilege.

RULE 8. Questions of Privilege. — Upon recognition by the Speaker for that
purpose, any member may speak to a question of privilege for a time not to exceed three
minutes. Questions of privilege shall be those affecting, first, the rights of the House
collectively, its safety, dignity, and the integrity of its proceedings; second, the rights,
reputation, and conduct of members, individually, in their representative capacity only;
and shall have precedence over all other questions, except motions to adjourn. Privilege
may not be used to explain a vote or debate a bill. The Speaker shall determine if the
question is one of privilege and shall, without the point of order being raised, enforce
this rule.

RULE 9. Points of Order. — (a) The Speaker shall decide questions of
order and may speak to points of order in preference to other members arising from
their seats for that purpose. Any member may appeal from the ruling of the chair on
questions of order; on such appeal no member may speak more than once, unless by
leave of the House. A two-thirds vote of the members present shall be necessary to
sustain any appeal from the ruling of the chair.

House Resolution 49 - Adopted Page 3
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(b) When the Speaker calls a member to order, the member shall be seated
except that a member called to order may clear a matter of fact, or explain, but shall not
proceed in debate so long as the decision stands. If the member appeals from the ruling
of the chair and the decision by a two-thirds vote of the members present be in favor of
the member called to order, the member may proceed; if otherwise, the member shall
not; and if the case, in the judgment of the House, requires it, the member shall be liable
to censure by the House.

RULE 10. Limitations on Debate. — (a) No member shall speak on,
debate, or solicit cosponsors for a bill or resolution at its first reading.

(b) No member shall speak more than twice on the main question, nor
longer than 20 minutes for the first speech and 10 minutes for the second speech; nor
shall the member speak more than twice upon an amendment or motion to reconsider,
re-refer, appeal, or postpone or any motion on concurrence, and then not longer than 10
minutes for the first speech and five minutes for the second speech.

(c) A member may speak only once and for not more than 20 minutes on
the question of the adoption of a minority report.

(d) The House, by consent of a majority of the members present, may
suspend the operation of subsections (b) and (c) of this rule during any debate on any
particular question before the House.

RULE 11. Reading of Papers. — When there is a call for the reading of the
text of a paper which has been presented to the House, and there is objection to such
reading, the question shall be determined by a majority vote of the members of the
House present. Except for protests permitted by the Constitution, no member may have
material printed in the Journal until said material has been presented to the House and
the printing approved by the House, and said material shall not exceed 1,000 words.

RULE 12. General Decorum. — (a) The Speaker shall preserve order and
decorum.

(b) Decency of speech shall be observed and disrespect to personalities
carefully avoided.

()  When the Speaker is putting any question, or addressing the House, no
person shall speak, stand up, walk out of, or cross the House, nor when a member is
speaking, engage in disruptive discourse or pass between the member and the chair.

(d) Food or beverages shall not be permitted on the floor of the House
during the first two hours of the daily session.

()  The reading of newspapers shall not be permitted on the floor of the
House while the House is in session. '

() Smoking or the consumption of food or beverages shall not be
permitted in the galleries at any time.

(g) Special recitals and performances by musicians or other groups shall
not be permitted on the floor of the House; and special guests of members of the House
shall not be permitted on the floor of the House.

(h) Members shall observe appropriate attire, coat and tie for male
members and dignified dress for female members.

Page 4 House Resolution 49 - Adopted
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(i)  The use of wireless telephones shall not be permitted in the House
Chamber. :
()  Placards, stickers, or signs not approved by the Speaker are not
permitted in the House Chamber.

III. Motions

RULE 13. Motions Generally. — (a) Every motion shall be reduced to
writing if the Speaker or any two members request it. No motion relating to a bill shall
be in order which does not identify the bill by its number and short title.

(b) When a motion is made, it shall be stated by the Speaker, or, if written,
it shall be handed to the chair and read aloud by the Speaker or Clerk before debate.

(c)  After a motion has been stated by the Speaker or read by the Speaker
or Clerk, it shall be in the possession of the House; but it may be withdrawn before a
decision or amendment, except in case of a motion to reconsider, which motion, when
made by a member, shall be in possession of the House and shall not be withdrawn
without leave of the House.

RULE 14. Motions, Order of Precedence. — When there are motions before
the House, the order of precedence is as follows:

To adjourn.

To lay on the table.

Previous question.

To postpone indefinitely.

To reconsider.

To postpone to a day certain.

To re-refer.

To amend an amendment.

To amend.

To pass the bill.

No motion to lay on the table, to postpone indefinitely, to postpone to a day
certain, to re-refer or to make a particular amendment, being decided, shall be again
allowed at the same stage of the bill or proposition.

RULE 15. Motion to Adjourn. — (a) A motion to adjourn shall be seconded
before the motion is put to the vote of the House.

(b) A motion to adjourn shall be decided without debate and shall always
be in order, except when the House is voting or some member is speaking; but a motion
to adjourn shall not follow a motion to adjourn until debate or some other business of
the House has intervened. ,

RULE 16. Motion to Table. —(a) A motion to table shall be seconded
before the motion is put to the vote of the House and is in order except when a motion
to adjourn is before the House.

(b) A motion to table shall be decided without debate.

(c) A motion to table shall not be paired with a motion to reconsider.

(d) A motion to table a bill shall constitute a motion to table the bill and
all amendments thereto.

House Resolution 49 - Adopted Page 5
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(¢)  When the question before the House is the adoption of an amendment
to a bill or resolution, a motion to table the bill is not in order; and a motion to table an
amendment applies to the amendment only, and the motion may not expressly or by
implication or construction be expanded to include a motion to table the bill also.

()  When a question has been tabled, it shall not thereafter be considered
except on motion to reconsider under Rule 18 or to remove from the table approved by a
two-thirds vote.

RULE 17. Motion to Postpone Indefinitely. — A motion to postpone
indefinitely is in order except when a motion to adjourn or to lay on the table or for the
previous question is before the House. However, after one motion to postpone
indefinitely has been decided, another motion to postpone indefinitely shall not be
allowed at the same stage of the bill or proposition. When a question has been
postponed indefinitely, it shall not thereafter be considered except on motion to
reconsider under Rule 18 or to place on the favorable calendar approved by a two-thirds
vote.

RULE 18. Motion to Reconsider. — (a) When a question has been
decided, it is in order for any member to move for the reconsideration thereof on the
same or the succeeding legislative day; provided that if the vote by which the motion
was originally decided was taken by a recorded vote, only a member of the prevailing
side may move for reconsideration.

(b) A motion to reconsider shall be determined by a majority vote, except
the following shall require a two-thirds vote: a second or subsequent motion to
reconsider and a motion to reconsider:

(1) A vote upon a motion to table,

(2) A motion to postpone indefinitely,

(3) A motion to remove a bill from the unfavorable calendar,

(4) A motion that a bill be read twice on the same day, or

(5 A motion to remove from the table.

(c) A motion to reconsider the vote by which a person has been elected as
Speaker or Speaker Pro Tempore shall not be in order. This subsection of this rule
cannot be suspended.

RULE 19. Previous Question. — (a) The previous question may be called
only by:

(1)  The Chair of the Committee on Rules, Calendar, and Operations of the

House;

(2)  The majority leader;

(3)  The Speaker Pro Tempore;

(4) The member submitting the report on the bill or other matter under

consideration;

(5) The member introducing the bill or other matter under consideration;

or

(6) The member in charge of the measure, who shall be designated by the

chair of the standing committee or permanent subcommittee reporting
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the same to the House at the time the bill or other matter under
consideration is reported to the House or taken up for consideration.

(7)  The member designated by the Speaker under Rule 26(h) to serve as
an ex officio member of every standing committee and permanent
subcommittee.

(b)  The previous question shall be as follows: "Call for the previous
question having been made, is the call sustained?” When the call for the previous
question has been decided in the affirmative by a majority vote of the House, the
question is on the passage of the bill, resolution, or other matter under consideration.

(¢) The call for the previous question shall preclude all motions,
amendments, and debate, except the motion to adjourn or motion to table.

(d) If the previous question is decided in the negative, the question
remains under debate.

IV. Voting

RULE 20. Use of Electronic Voting System. — (a) Votes on the following
questions shall be taken on the electronic voting system, and the ayes and noes shall be
recorded on the Journal:

(1) The passage as required by Article II, Section 23 of the North Carolina

Constitution on second and third readings of any bill:
Raising money on the credit of the State,
Pledging the faith of the State for the payment of a debt,
Imposing a State tax, or
Authorizing a county, municipality, or other local governmental
unit to
1. Raise money on its credit,
2. Pledge its faith for the payment of a debt, or
3. Impose a local tax.

(2)  All measures affecting a fee imposed by the State or any subdivision
thereof.

(3)  All questions on which a call for the ayes and noes under Rule 24(a)
and Article II, Section 19 of the North Carolina Constitution has been
sustained.

(4) Both second and third readings of bills proposing amendment of the
North Carolina Constitution or ratifying resolutions amending the
United States Constitution.

(5) The passage of a bill notwithstanding the Governor's veto thereof
pursuant to Article II, Section 22 of the North Carolina Constitution.

(b) Votes on the following questions shall be taken on the electronic
voting system:

(1)  Second reading of all public bills, all amendments to public bills
offered after second reading, third reading if a public bill was amended
after second reading or if the reading occurs on a day or days
following the second reading, all conference reports on public bills, all

House Resolution 49 - Adopted Page 7
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motions to lay public bills on the table, and all motions to postpone
public bills indefinitely.

(2) Upon a call for division.

(3)  Any other question upon direction of the Speaker or upon motion of

any member supported by one-fifth of the members present.

() When the electronic voting system is used, 15 seconds shall be
allowed for voting on the question before the House, unless the Chair shall direct
otherwise. The system shall be set to close automatically when that time has expired.
Once the system is locked, the vote shall be recorded and printed.

(d)  The voting station at each member's desk in the Chamber shall be used
only by the member to which the station is assigned. Under no circumstances shall any
other person vote at a member's station. It is a breach of the ethical obligation of a
member either to request that another person vote at the requesting member's station or
to vote at another member's station. The Speaker shall enforce this rule without
exception.

(¢)  When the electronic voting system is used, the Speaker shall state the
question and shall then state substantially the following: "All in favor vote ‘aye'; all
opposed vote 'no'"; the Clerk will open the vote." In order to have the vote recorded, the
member must vote by the electronic voting system within the time allowed for that vote,
unless the voting station assigned to a member is malfunctioning. The Speaker shall
enforce this rule without exception. After the allotted time for voting has elapsed, the
Speaker shall say: "The Clerk will now lock the machine and record the vote." After the
machine is locked and the vote recorded, the Speaker shall announce the vote and
declare the resuit.

(f)  One copy of the machine printout of the vote record of all votes taken
on the electronic voting system shall be filed in the office of the Principal Clerk, and
two copies shall be filed in the Legislative Library where the copies shall be open to
public inspection. A legible copy of the bill, amendment, or motion on which the vote
was taken shall be filed with the printout of the vote in the Legislative Library.

(g) When the Speaker ascertains that the electronic voting system is
inoperative before a vote is taken or while a vote is being taken on the electronic voting
system, the Speaker shall announce that fact to the House, and any partial electronic
voting system voting record shall be voided. In such a case, if the North Carolina
Constitution or the Rules of the House require a call of the ayes and noes, the Clerk
shall call the roll of the House, and the ayes and noes shall be taken manually and shall
be recorded on the Journal. All roll call votes shall be taken alphabetically. If, after a
vote is taken on the electronic voting system, it is discovered that a malfunction caused
an error in the electronic voting system printout, the Speaker shall direct the Reading
Clerk and the Principal Clerk to verify and correct the printout record and so advise the
House.

(h)  For the purpose of identifying motions on which the vote is taken on
the electronic voting system, the motions are coded as follows:

(1) To adjourn.

(2) To lay on the table.

Page 8 House Resolution 49 - Adopted
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(3) Previous question.

(49)  To postpone indefinitely.

(5  To reconsider.

(6) To postpone to a day certain.

(7)  To re-refer.

(8) To amend an amendment.

(9) To amend.

(10) To concur or not concur.

(11) Miscellaneous.

RULE 21. Voice Votes; Stating Questions. — (a) All other votes except
those required to be taken on the electronic voting system shall be taken by voice vote.

(b) When a voice vote is taken the Speaker shall put the question
substantially as follows: "Those in favor (as the question may be) will say 'Aye™, and
after the affirmative voice has been expressed, "Those opposed will say 'No™.

(c) No statement, explanation, debate, motion, parliamentary inquiry, or
point of order shall be allowed once the voice vote has begun. Any point of order or
parliamentary inquiry may be raised, however, after the completion of the vote.

RULE 22. Determining Questions. — (a) Unless otherwise provided by
the Constitution of North Carolina or by these rules, all questions shall be determined
by a simple majority of the members present and voting.

(b) No member may vote unless the member is in the Chamber when the
question is put. This subsection of this rule cannot be suspended.

RULE 23. Voting by Division. — Any member may call for a division of the
members upon the question before the result of the vote has been announced. Upon a
call for a division, the Speaker shall cause the number voting in the affirmative and in
the negative to be determined. Upon a division and count of the House on any question,
no member away from the member's seat shall be counted.

RULE 24. Roll Call Vote. — (a) Before a question is put, any member
may call for the ayes and noes. If the call is sustained by one-fifth of the members
present, the question shall be decided by the ayes and noes upon a roll call vote.

(b)  Every member who is in the Hall of the House when the question is
put shall vote upon a call of the ayes and noes, unless excused pursuant to Rule 24.1A.

RULE 24.1A. Excuse From Deliberations and Voting on a Bill. - (a) Any
member shall, upon request, be excused from the deliberations and voting on a
particular bill, but to do so must make that request after the second reading of the bill
and before any motion or vote on the bill or any amendment thereto. If the reason for
the request arises at some point later in the proceedings, the request may be made at that
time.

(b) The member may make a brief oral statement of the reasons for
making the request. The member may send forward to the Principal Clerk, on a form
provided by the Clerk, a concise written statement of the reason for the request, and the
Clerk shall include this statement in the Journal.

House Resolution 49 - Adopted Page 9
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(c)  The member so excused shall not debate the bill or any amendment to
the bill, vote on the bill, offer or vote on any amendment to the bill, or offer or vote on
any motion concerning the bill at that reading, any subsequent reading, or any
subsequent consideration of the bill.

(d A member may request that his or her excuse from deliberations on a
particular bill be withdrawn.

RULE 24.1B. Division of Amendments. — Any member may call for an
amendment to be divided into two or more amendments to be voted on separately, and
the Speaker shall determine whether the amendment admits of such a division.

RULE 25. Voting by Speaker. — In all elections the Speaker may vote. In all
other instances the Speaker may vote or may reserve this right until there is a tie in
which event the Speaker may vote; but in no instance may the Speaker vote twice on the
same question.

V. Committees

RULE 26. Standing Committees and Permanent Subcommittees
Generally. — (a) The Speaker shall appoint a chair, or cochairs, of every standing
committee, permanent subcommittee, and select committee, if any. In the construction
of these rules, the word "chair" as applied to a committee extends to and includes a
cochair of the committee. The Speaker shall have the exclusive right and authority to
establish select committees, but this does not exclude the right of the House by
resolution to establish select committees.

(b)  All permanent subcommittees of each standing committee shall be
appointed by the Speaker, and the members appointed, along with the chair of the
standing committee, shall constitute the standing committee of which the permanent
subcommittee is a part. The Speaker shall appoint all members of permanent
subcommittees at the beginning of the first regular session in a manner to reflect the
partisan membership of the House.

(c)  The Speaker shall appoint the members of all standing committees
having no permanent subcommittees at the beginning of the first regular session in a
manner to reflect the partisan membership of the House, except that the standing
committees on Congressional Redistricting and Legislative Redistricting shall have an
equal number of members of the two parties having the largest membership in the
House.

(d)  Each chair of a permanent subcommittee shall be a vice-chair of the
standing committee of which it is a permanent subcommittee. The Speaker may name
other members as vice-chairs of the standing committee. The Speaker may name one or
more vice-chairs for any standing committee not having permanent subcommittees.

()  The chair of the standing committee shall be a voting member of each
permanent subcommittee of the standing committee.

()  Either the chair or acting chair, designated by the chair or by the
Speaker, and five other members of the standing committee or permanent
subcommittee, or a majority of the standing committee or permanent subcommittee,
whichever is fewer, shall constitute a quorum of that standing committee or permanent
subcommittee. For purposes of determining a quorum, the Speaker Pro Tempore,

Page 10 House Resolution 49 - Adopted
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Majority Leader, Majority Whips, and the person designated by the Speaker when
serving only as ex officio members under subsection (h) of this rule, shall be counted
among the membership of the committee or subcommittee only when present.

(g0 In any joint meeting of the Senate and House committees or
subcommittees, the House standing committee or permanent subcommittee reserves the
right to vote separately.

(h) The Speaker Pro Tempore, Majority Leader, two Majority Whips, and one
member designated by the Speaker at the time of appointments of chairs of standing
committees are ex officio members of every standing committee and permanent
subcommittee, except the standing committees on Congressional Redistricting and
Legislative Redistricting and any permanent subcommittees thereof, with the right to
vote. No more than three of these persons may vote under the authority of this
subsection at any committee meeting.

RULE 26.1. Mentions of Standing Committee Includes Select Committee.
— Any reference in these rules to standing committees shall extend to select committees
unless the context requires otherwise.

RULE 27. List of Standing Committees and Permanent Subcommittees. —
The standing committees and permanent subcommittees thereof are:

Committees Subcommittees

Aging (None)

Agriculture (None)

Alcoholic Beverage Control (None)

Appropriations -Capital
-Education
-General Government
-Health and Human Services
-Information Technology
-Justice and Public Safety
-Natural and Economic Resources
-Transportation

Children, Youth and Families (None)

Congressional Redistricting (None)

Cultural Resources (None)

Economic Growth and Community

Development (None)

House Resolution 49 - Adopted
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Education-Community Colleges

Election Law and

Campaign Finance Reform

Environment and
Natural Resources

Ethics

Finance

Financial Institutions
Health

Highway Safety
Insurance

Judiciary 1

Judiciary II
Judiciary 1II
Judiciary IV

Law Enforcement
Legislative Redistricting
Local Government I
Local Government II
Marine Fisheries
Mental Health

Military, Veterans and

Page 12

-Pre-School, Elementary and Secondary O
Education
-Universities

(None)

(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)
(None)

(None) ‘
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Indian Affairs (None)

Occupational Safety and Health (None)

Pensions and Retirement (None)
Public Health (None)
Public Utilities (None)
Rules, Calendar, and

Operations of the House (None)
Science and Technology (None)
Small Business (None)
State Government (None)
State Personnel (None)
Transportation (None)
Travel and Tourism (None)

University Board of Governors

Nominating (None)
Ways and Means (None)
Welfare Reform (None)
Wildlife Resources (None)

RULE 28. Standing Committee and Permanent Subcommittee Meetings.
~ (a) Standing committees and permanent subcommittees of standing committees shall
be furnished with suitable meeting places pursuant to a schedule adopted by the
Standing Committee on Rules, Calendar, and Operations of the House. Select
committees shall be furnished with suitable meeting places as their needs require by the
Chair of the Standing Committee on Rules, Calendar, and Operations of the House.

(b)  Subject to the provisions of subsection (c) of this rule, standing
committees and permanent subcommittees thereof shall permit other members of the
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General Assembly, the press, and the general public to attend all sessions of said
standing committees or permanent subcommittees.

(¢)  The Chair or other presiding officer shall have general direction of the
meeting place of the standing committee or permanent subcommittee and, in case of any
disturbance or disorderly conduct therein, or if the peace, good order, and proper
conduct of the legislative business is hindered by any person or persons, the chair or
presiding officer shall have power to exclude from the session any individual or
individuals so hindering the legislative business.

(d)  Procedure in the standing committees and permanent subcommittees
shall be governed by the rules of the House, so far as the same may be applicable to
such procedure. Before a question is put, any member may call for the ayes and noes. If
the call is sustained by one-fifth of the members present, the question shall be decided
by the ayes and noes upon a roll call vote. All roll call votes shall be taken
alphabetically and shall be subject to Rule 21(c).

(¢) No standing committee or permanent subcommittee shall meet on any
day when the House shall not convene except by permission of the Speaker or by
approval of the House by resolution adopted by a majority vote of the House.

()  No standing committee or permanent subcommittee shall meet during
any session of the House. Standing committees and permanent subcommittees shall
meet at their regularly scheduled hour. No permanent subcommittee shall meet at the
same time that its standing committee is meeting. Standing committees and permanent
subcommittees may meet at other times as authorized by the chair of the Standing
Committee on Rules, Calendar, and Operations of the House in order to assure the
availability of the meeting room and that no conflicts will exist with the meetings of
other bodies. All standing committee and permanent subcommittee meetings shall
adjourn no later than:

(1) 15 minutes preceding a regular session of the House, and

(2) 10 minutes preceding the hour of the next regularly scheduled standing

committee or permanent subcommittee meeting.

(g8) Any call or notice of a standing committee or permanent subcommittee
meeting between legislative sessions shall be mailed to each member of the standing
committee or permanent subcommittee at least five days prior to such meeting. If a
member of the body so requests in writing to the chair of the standing committee or
permanent subcommittee, the member shall be notified by certified mail of the
meetings.

(b) During standing committee and permanent subcommittee meetings,
the chair may exercise the right to vote, or may reserve this right until there is a tie, in
which event the chair may vote, but in no instance may the chair vote twice on the same
question.

RULE 28.1. Ethics Committee Investigations Into Violations of the Open
Meetings Law. — (a) On its own motion, or in response to signed and sworn
complaint of any individual filed with the Standing Committee on Ethics, the
Committee shall inquire into any alleged violation by members of the House of the
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Open Meetings Law (Article 33C of Chapter 143 of the General Statutes), as the same
may be amended in the future.

(b) If, after such preliminary investigation as it may make, the Committee
determines to proceed with an inquiry into the conduct of any individual, the Committee
shall notify the individual as to the fact of the inquiry and the charges against him and
shall schedule one or more hearings on the matter. The individual shall have the right to
present evidence, cross-examine witnesses, and be represented by counsel at any
hearings.

(c) After the Committee has concluded its inquiries into the alleged
violations, the Committee shall dispose of the matter by taking one of the following
actions:

(1) Dismiss the complaint and take no further action.

(2) Issue a private letter of reprimand to the legislator, if the legislator
unintentionally violated the provisions of the Open Meetings Law.

(3)  Issue a public letter of reprimand if the violation of the Open Meetings
Law was intentional, or if the legislator has previously received a private letter of
reprimand. The Chair of the Committee on Ethics shall have the public letter of
reprimand spread on the pages of the House Journal.

(4)  Refer the matter to the House for appropriate action.

RULE 29. Notice of Standing Committee and Permanent Subcommittee
Meetings and Hearings. — Public notice of all standing committee and permanent
subcommittee meetings shall be given in the House. The chair of the standing
committee or permanent subcommittee shall notify or cause to be notified the sponsor
of each bill which is set for hearing or consideration before the standing committee or
permanent subcommittee as to the date, time, and place of that meeting.

RULE 29.1. Public Hearings. — (a) Requests for a public hearing shall be
made in writing to the chair of the standing committee and, if applicable, the chair of the
permanent subcommittee to which the bill has been referred. The chair of the standing
committee may schedule a public hearing by the standing committee as a whole after
the adjournment of a regular daily House session. The chair of the permanent
subcommittee may schedule a public hearing before the permanent subcommittee at its
regularly scheduled hour. Denial of a request made by a House member may be
appealed to the Speaker.

Notice shall be given not less than five calendar days prior to public hearings.
These notices shall be issued as information for the press and shall be posted in the
places designated by the Principal Clerk.

(b)  Persons desiring to appear and be heard at a public hearing shall
submit their requests to the Chair of the standing committee or permanent
subcommittee. The standing committee or permanent subcommittee Chair may
designate one or more members to arrange the order of appearance of interested parties.
A brief written statement of testimony may be submitted without oral presentation and
shall be incorporated into the minutes of the public hearing.
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RULE 29.2. Minutes to Legislative Library. — The Chair of a standing
committee or a permanent subcommittee shall insure that written minutes are compiled
for each of the body's meetings. The minutes shall indicate the members present and the
actions taken at the meeting. Not later than 20 days after the adjournment of each
session of the General Assembly, the chair shall deliver the minutes to the Legislative
Library. The Speaker of the House may grant a reasonable extension of time for filing
said minutes upon written application of the chair.

RULE 30. Standing Committee of the Whole House. — (a) A Standing
Committee of the Whole House shall not be formed, except by suspension of the rules,
if there be objection by any member.

(b)  After passage of a motion to form a Standing Committee of the Whole
House, the Speaker shall appoint a Chair to preside in the standing committee, and the
Speaker shall leave the dais.

(c)  The rules of procedure in the House shall be observed in the Standing
Committee of the Whole House, so far as they may be applicable, except the rule
limiting the time of speaking and the previous question.

(d) In the Standing Committee of the Whole House, a motion that the
standing committee rise shall always be in order, except when a member is speaking,
and shall be decided without debate.

(¢) When a bill is submitted to the Standing Committee of the Whole
House, it shall be read and debated by sections, leaving the preamble to be last
considered. The body of the bill shall not be defaced or interlined, but all amendments,
noting the page and line, shall be duly entered by the Principal Clerk on a separate paper
as the same shall be agreed to by the standing committee, and be so reported to the
House. After report, the bill shall again be subject to be debated and amended by
sections before a question on its passage be taken.

V1. Handling of Bills

RULE 31. Introduction of Bills and Resolutions. — (a) All  bills and
resolutions shall be introduced by submitting same to the Principal Clerk's office on the
legislative day prior to the first reading and reference thereof according to the following
schedule: by 30 minutes after adjournment each Monday; and by 3:00 P.M. each
Tuesday, Wednesday, Thursday, and Friday.

(b)  Bills shall not become resolutions provided the Senate has a similar
rule. Resolutions shall not become bills. Resolutions are not law but may be used when
a law is not necessary for the purpose contained therein. Resolutions shall not be used to
appropriate funds for any purpose, but may be used to create study commissions or
committees or establish investigative committees, to honor deceased persons, and to
adopt House rules and internal affairs. Resolutions cannot amend, repeal, or modify a
statute; nor do they have life beyond the term of the session during which they are
adopted.

(¢) Every bill or resolution shall be read in regular order of business,
except upon permission of the Speaker or on the report of a standing committee.

(d)  All bills and resolutions shall show in their captions a brief descriptive
statement of the true substance of same, which captions may thereafter be amended.
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Captions of public bills may be amended only by amendment proposed by the standing
committee to which the bill was referred. Third reading shall not be had on any bill or
resolution on the same day that such caption is amended.

(e) A Substitute Bill shall be covered with the same color jacket as the
original bill and shall be prefaced as follows:

"House Committee Substitute for "

(f)  House Resolutions need not be read more than twice.

(g) All memorializing, celebration, commendation, and commemoration
resolutions, except those honoring the memory of deceased persons, shall be excluded
from introduction and consideration in the House.

(h)  Any reference in these rules to bills shall extend to resolutions unless
the context requires otherwise.

RULE 31.1. Deadlines on Introduction and Receipt; Single Subject Rule.
—(a) All public bills or resolutions recommended by commissions or
standing committees authorized or directed by act or resolution of the General
Assembly to report to the 2001 Regular Session of the General Assembly, or to report
prior to convening of that session, must have been submitted to the Bill Drafting
Division of the Legislative Services Office by 4:00 P.M. on the third Wednesday in
February (February 21) and must be introduced not later than 3:00 P.M. on the next
Wednesday (February 28) of the first year of the biennial session; and

(al) All bills prepared to be introduced for departments, agencies, or
institutions of the State must have been submitted to the Bill Drafting Division of the
Legislative Services Office by 4:00 P.M. on the third Wednesday in February (February
21) and must be introduced not later than 3:00 P.M. on the next Wednesday (February
28). A bill introduced under this subsection shall be identified as an Agency Bill after its
short title.

(a2) All local bills must have been submitted to the Bill Drafting Division
of the Legislative Services Office by 4:00 P.M. on the third Wednesday in March
(March 21) and must be introduced not later than 3:00 P.M. on the next Wednesday
(March 28) of the first year of the biennial session.

(b)  All public bills which would not be required to be re-referred to the
Appropriations or Finance Committees under Rule 38 must have been submitted to the
Bill Drafting Division of the Legislative Services Office by 4:00 P.M. on the first
Wednesday in April (April 4) and must be introduced not later than 3:00 P.M. on the
next Wednesday (April 11) of the first year of the biennial session.

(c)  All public bills which under Rule 38 would be required to be re-
referred to the Appropriations Committee, or to both the Appropriations and Finance
Committees, must have been submitted to the Bill Drafting Division of the Legislative
Services Office by 4:00 P.M. on the third Wednesday in April (April 18) and must be
introduced not later than 3:00 P.M. on the next Wednesday (April 25) of the first year of
the biennial session. All public bills which under Rule 38 would be required to be re-
referred to the Finance Committee but not the Appropriations Committee must have
been submitted to the Bill Drafting Division of the Legislative Services Office by 4:00
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P.M. on the first Wednesday in May (May 2) and must be introduced not later than 3:00
P.M. on the next Wednesday (May 9) of the first year of the biennial session. If any bill
is eligible for introduction on account of the date only under this subsection, and the bill
is amended so that qualifying appropriation or tax law change does not remain in the
bill, it shall not be eligible for further consideration. For the purpose of this section, a
"tax law change" includes any provision that would require a bill under Rule 38(b) to be
referred to the Standing Committee on Finance.

(d) In order to be eligible for consideration by the House during the first
Regular Session, all Senate bills other than finance or appropriations bills which would
be required to be re-referred to the Appropriations or Finance Committees under Rule
38 or adjournment resolutions, must be received and read on the floor of the House as a
message from the Senate no later than April 26; provided that a message from the
Senate received by the next legislative day stating that a bill has passed its third reading
and is being engrossed shall comply with the requirements of this subsection and
provided that the Senate has a similar rule.

(d1) Except by motion approved by a majority of members of the House
present and voting, no public House bill other than the Current Operations
Appropriations Act or the Capital Improvement Appropriations Act may contain more
than one subject. .

(¢) This rule, other than subsection (dl1), does not apply to bills
establishing districts for Congress or State or local entities. This rule, other than
subsection (d1), does not apply to measures ratifying an amendment or amendments to
the Constitution of the United States.

RULE 32. Reference to Standing Committee and to Permanent
Subcommittees; Serial Referrals. — (a) Each bill, joint resolution, or House resolution
not introduced on the report of a standing committee shall immediately upon its first
reading be referred by the Speaker to such standing committee or permanent
subcommittee as the Speaker deems appropriate. The Speaker at the same time may
order that, if the bill is reported with any favorable recommendation or without
prejudice, it be re-referred automatically upon the committee report to another
committee or permanent subcommittee designated in the order.

(b) The standing committee chair may refer each bill referred to the
standing committee to the permanent subcommittee specifically charged with the
subject matter of the bill. A report of that referral shall be made in writing and
submitted to the body pursuant to Rule 5(5). Except as provided in Rule 36, the
permanent subcommittee to which the bill is referred shall report the bill back to the full
standing committee. That subcommittee report shall include one of the following
recommendations:

(1)  Favorable, without prejudice, or unfavorable as to the original bill with
the recommendation that the report be made to the standing
committee;

(2)  Favorable, without prejudice, or unfavorable as to the original bill, as
amended, with the recommendation that the report be made to the
standing committee;
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(3)  Favorable or without prejudice to the proposed committee substitute,
and unfavorable to the original bill, with the recommendation that the
report be made to the standing committee;

(4) Favorable as to the original bill with the recommendation that the
report be made directly to the floor of the House, if approved by the
standing committee chair;

(5) Favorable to the original bill, as amended, with the recommendation
that the report be made directly to the floor of the House, if approved
by the standing committee chair; or

(6) Favorable to the proposed committee substitute with the
recommendation that the report be made directly to the floor of the
House, if approved by the standing committee chair, and unfavorable
to the original bill.

Any recommendation of favorable or without prejudice may include a
recommendation of re-referral to another standing committee. After a bill is reported to
a standing committee by a permanent subcommittee of that standing committee, the
standing committee chair may re-refer the bill to another permanent subcommittee of
that standing committee.

Upon recommendation to the standing committee, the bill shall be before that
body for further action unless the permanent subcommittee chair reports the bill directly
pursuant to Rule 36."

RULE 33. Papers Addressed to the House. — Petitions, memorials, and
other papers addressed to the House shall be presented by the Speaker. A brief
statement of the contents thereof may be made orally by the introducer before reference
to a committee, but such papers shall not be debated or decided on the day of their first
being read unless the House shall direct otherwise.

RULE 34. Introduction of Resolutions and Bills, Copies Required. — (a)

Whenever any resolution or bill is introduced, a duplicate copy thereof
shall be attached thereto, and the Principal Clerk shall cause said duplicate copy to be
numbered as the original resolution or bill is numbered, and shall cause the same to be
available at all times to the member introducing the same.

(b) Numbering of House Bills shall be designated as "H.B.___." (No.
following). A Joint Resolution shall be designated as "H.J.R. ___."(No. following). A
House Resolution shall be designated as "H.R.___." (No. following).

(c)  Whenever any resolution or bill is filed for introduction, it shall be ina
House bill jacket containing 30 copies and in the form designated by the Speaker. Any
resolution or bill not accompanied by the required number of copies shall be returned
immediately to the introducer. The Clerk shall stamp the copies with the number
stamped upon the original bill.

RULE 35. Duplicating and Availability of Copies of Bills. — (a) The
Legislative Services Officer shall cause such bills as are introduced to be duplicated in
such numbers as may be specified by the Speaker. The Legislative Services Officer
shall cause one copy of each resolution and public bill for each member to be delivered
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to the member's committee assistant or legislative assistant who shall place it in the
appropriate notebook on the member's desk. If a member so requests, a second copy
shall be delivered to the member's committee assistant or legislative assistant who shall
place it in the member's office. The remaining copies shall be placed in the Printed Bills
Room and made available to the committees to which the bill is referred, to individual
members on request, and to the general public.

(b) A public bill is a bill affecting 15 or more counties. A local bill is one
affecting fewer than 15 counties. No public bill and, upon objection by a member, no
local bill may be considered unless copies of the bill have been made available to the
entire membership of the House.

RULE 35.1. Assessment Reports. — (a) Every bill or resolution proposing
the establishment of an occupational or professional licensing board, as defined in
Article 18A of Chapter 120 of the General Statutes, or a study for the need to establish
such a board shall have attached to the jacket of the original bill or resolution at the time
of its consideration on second and third readings by the House or by any standing
committee or permanent subcommittee of the House, an assessment report from the
Legislative Committee on New Licensing Boards pursuant to Article 18A of Chapter
120 of the General Statutes. The assessment report shall not constitute any part of the
expression of legislative intent proposed by the formation of a licensing board. Upon
receipt of the request, the Legislative Committee on New Licensing Boards shall
prepare and return the assessment report as soon as possible but not later than 60 days,
reserving the right to extend this time to 90 days.

(b)  Every legislative proposal introduced in the House of Representatives,

or received in the House of Representatives from the Senate, proposing the

incorporation of a2 municipality shall have attached to the jacket of the original bill at the
time of its consideration on second or third readings by the House of Representatives or
by any committee of the House of Representatives prior to a favorable report, a
recommendation from the Joint Legislative Commission on Municipal Incorporations,
established by Article 20 of Chapter 120 of the General Statutes. The recommendation
of the Joint Legislative Commission on Municipal Incorporations shall be made in
accordance with the provisions and criteria set forth in Article 20 of Chapter 120 of the
General Statutes and shall include the findings required to be made by G.S. 120-166
through G.S. 120-170.

RULE 36. Report by Standing Committee or Permanent Subcommittee. —
(a) When Reports Required. — All House bills and resolutions shall be reported from
the standing committee or permanent subcommittee to which referred with such
recommendations as the standing committee or permanent subcommittee may desire to
make except in the case where the principal introducer requests in writing to the chair of
the standing committee or permanent subcommittee that the bill not be considered.

With the written approval of the chair of the standing committee and with the
recommendation of the subcommittee pursuant to Rule 32(b)(4) through (6), the chair of
the permanent subcommittee may report the bill directly to the floor with that
recommendation. If a permanent subcommittee recommends reporting a bill to the floor
and the chair of the standing committee fails to give approval, the bill shall be deemed
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to have been reported to the standing committee with the same recommendation as the
subcommittee would have made to the House. '

(b) Favorable Report. — When a standing committee or permanent
subcommittee reports a bill with the recommendation that it be passed, the bill shall be
placed on the favorable calendar on the day and in the order designated by the Chair of
the Committee on Rules, Calendar, and Operations of the House, but no later than the
fourth legislative day after submission of the report or Senate message under Rule 43.2
or Rule 43.3(a), unless:

(1) The bill is re-referred to the Committee on Appropriations or

Committee on Finance under Rule 38 or was serially referred under

Rule 32; or

(2)  The bill has not yet been placed on the calendar and the Speaker refers

the bill to another committee.
In order to place a bill on the calendar for a legislative day, notice shall be given by the
Chair of the Committee on Rules, Calendar, and Operations of the House orally in the
House or in writing to the Principal Clerk. When a committee substitute is adopted and
receives a favorable report by the committee or permanent subcommittee, the standing
committee or permanent subcommittee chair shall submit to the standing committee or
permanent subcommittee the question of an unfavorable report on the original bill. The
standing committee's or permanent subcommittee's action, if any, on the original bill
shall be reported at the same time the committee substitute is reported.

(c) Report Without Prejudice. — When a standing committee reports a
bill without prejudice, the bill shall be placed on the favorable calendar in the same
manner as provided in subsection (a) of this rule.

(d) Postponed Indefinitely. — When a standing committee reports a bill
with the recommendation that it be postponed indefinitely and no minority report
accompanies it, the bill shall be placed on the unfavorable calendar.

(¢)  Unfavorable Report. — When a standing committee reports a bill with
the recommendation that it not be passed and no minority report accompanies it, the bill
shall be placed on the unfavorable calendar.

(f)  Minority Report. — When a bill is reported by a standing committee
with a recommendation that it not be passed or that it be postponed indefinitely, but it is
accompanied by a minority report signed by at least one-fourth of the members of the
standing committee who were present and voting when the bill was considered in
standing committee, the question before the House shall be: "The adoption of the
minority report." If the minority report is adopted by majority vote, the bill shall be
placed on the favorable calendar for consideration. If the minority report fails of
adoption by a majority vote, the bill shall be placed on the unfavorable calendar.

RULE 36.1. Fiscal Notes. — (a) The Chair or Cochair of the Appropriations
Committee, of the Finance Committee, or of the Rules, Calendar, and Operations of the
House Committee, upon the floor of the House, may request that a fiscal analysis be
made of a bill, resolution, or an amendment to a bill or resolution which is in the
possession of the House and that a fiscal note be attached to the measure, when in the
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opinion of that Chair the fiscal effects of that measure are not apparent from the
language of the measure. ,

(b)  The fiscal note shall be filed and attached to the bill or amendment
within two legislative days of the request. If it is impossible to prepare a fiscal note
within two legislative days, the Director of Fiscal Research shall, in writing, so advise
the Speaker, the Principal Clerk, and the member introducing or proposing the measure
and shall indicate the time when the fiscal note will be ready.

(c)  The fiscal note shall be prepared by the Fiscal Research Division on a
form approved by the Rules, Calendar, and Operations of the House Committee as to
content and form and signed by the staff member or members preparing it. If no
estimate in dollars is possible, the fiscal note shall indicate the reasons that no estimate
is provided. The fiscal note shall not comment on the merit but may identify technical
problems. The Fiscal Research Division shall make the fiscal note available to the
membership of the House.

(d) A sponsor of a bill or amendment may deliver a copy of the bill or
amendment to the Fiscal Research Division for the preparation of a fiscal note. The
sponsor shall attach the fiscal note to the bill when filed or to the amendment when its
adoption is moved.

(¢  The sponsor of a bill or amendment to which a fiscal note is attached
who objects to the estimates and information provided may reduce to writing the
objections. These objections shall be appended to the fiscal note attached to the bill or
amendment and to the copies of the fiscal note available to the membership.

()  Subsection (a) of this rule shall not apply to the Current Operations
Appropriations Bill or the Capital Improvement Appropriations Bill. This rule shall not
apply to a bill or amendment requiring an actuarial note under these rules.

RULE 36.2. Actuarial Notes. — (a) Every bill or resolution proposing any
change in the law relative to any:

(1)  State, municipal, or other retirement system funded in whole or in part

out of public funds; or

(2)  Program of hospital, medical, disability or related benefits provided for

teachers and State employees, funded in whole or in part by State
funds shall have attached to it at the time of its consideration by any
standing committee or permanent subcommittee a brief explanatory
statement or note which shall include a reliable estimate of the
financial and actuarial effect of the proposed change to that retirement
or pension system. The actuarial note shall be attached to the jacket of
each proposed bill or resolution which is reported favorably by any
standing committee or any permanent subcommittee, shall be separate
there from, and shall be clearly designated as an actuarial note. A bill
described in subdivision (a)(1) of this rule shall be referred to the
Committee on Pensions and Retirement upon its introduction.
(b) The sponsor of the bill or resolution shall present a copy of the
measure, with a request for an actuarial note, to the Fiscal Research Division which
shall prepare the actuarial note as promptly as possible but not later than two weeks
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after the request is made unless an extension of time is agreed to by the sponsor as being
necessary in the preparation of the note. Actuarial notes shall be prepared in the order of
receipt of request and shall be transmitted to the sponsor of the measure. The actuarial
note of the Fiscal Research Division shall be prepared and signed by an actuary.

(c) The sponsor of the bill or resolution shall also present a copy of the
measure to the actuary employed by the system or program affected by the measure.
Actuarial notes shall be prepared and transmitted to the sponsor of the measure not later
than two weeks after the request is received, unless an extension of time is agreed to by
the sponsor as being necessary in the preparation of the note. The actuarial note shall be
attached to the jacket of the measure. The provisions of this subsection may be waived
by the measure's sponsor for a measure affecting local government retirement or
pension plans not administered by the State or any local government program of
hospital, medical, disability, or related benefits for local government employees not
administered by the State.

(d) The note shall be factual and shall, if possible, provide a reliable
estimate of both the immediate effect and, if determinable, the long-range fiscal and
actuarial effect of the measure. If, after careful investigation, it is determined that no
dollar estimate is possible, the note shall contain a statement to that effect, setting forth
the reasons why no dollar estimate can be given. No comment or opinion shall be
included in the actuarial note with regard to the merits of the measure for which the note
is prepared. Technical and mechanical defects in the measure may be noted.

(¢) When any permanent subcommittee or standing committee reports a
measure to which an actuarial note is attached at the time of permanent subcommittee or
standing committee consideration, with any amendment of such nature as would
substantially affect the cost to or the revenues of any retirement or pension system, or
program of hospital, medical, disability, or related benefits for teachers or State
employees, the chair of the permanent subcommittee or standing committee reporting
the measure shall obtain from the Fiscal Research Division an actuarial note of the fiscal
and actuarial effect of the proposed amendment. The actuarial note shall be attached to
the jacket of the measure. An amendment to any bill or resolution shall not be in order if
the amendment affects the costs to or the revenues of a State-administered retirement or
pension system, or program of hospital, medical, disability, or related benefits for
teachers or State employees, unless the amendment is accompanied by an actuarial note,

_prepared by the Fiscal Research Division, as to the actuarial effect of the amendment.

()  The Fiscal Research Division shall make all relevant actuarial notes
available to the membership of the House. A

RULE 36.3. Local Legislation Affecting State Highway System. — A local
bill affecting the State Highway System shall be referred to the Committee on
Transportation.

RULE 37. Removing Bill From Unfavorable Calendar. — A bill may be
removed from the unfavorable calendar upon motion carried by a two-thirds vote. A
motion to remove a bill from the unfavorable calendar is debatable.
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RULE 38. Reports on Appropriation and Revenue Bills. — (a) All standing
committees, other than the Standing Committee on Appropriations, when favorably
reporting any bill or resolution which:

(1)  Carries an appropriation from the State; or

(2) Requires or will require in the future substantial additional State

monies from the General Fund or Highway Fund to implement its
provisions, shall indicate same in the report, and said bill or resolution
shall be referred to the Standing Committee on Appropriations for a
further report before being acted upon by the House.

(b) All standing committees, other than the Standing Committee on
Finance, when favorably reporting any bill which in any way or manner raises revenue,
reduces revenue, levies a tax, authorizes the levying of a tax, an assessment, or a fee, or
authorizes the issue of bonds or notes, whether public, public-local, or private, shall
indicate same in the report, and said bill shall be referred to the Standing Committee on
Finance for a further report before being acted upon by the House.

(c) Action on Amendment Before Re-Referral. — If any standing
committee recommends adoption of an amendment or committee substitute of a bill
which, under the rules of the House must be referred to the Standing Committees on
Appropriations or the Standing Committee on Finance, the amendment or committee
substitute shall be considered and, if adopted, the amendment or substitute engrossed
before the bill is re-referred.

RULE 39. Recall of Bill From Standing Committee. — (a) When a House
bill has been introduced and referred to a standing committee, or when a Senate bill has
been referred to a standing committee, if after 10 legislative days the standing
committee has failed to act thereon, then the introducer of the House bill or some
member designated by him, or some House member designated by the introducer of the
Senate bill, may, after three legislative days' public notice given in the House and
delivered in writing to the chair of the standing committee, on motion supported by a
vote of three-fifths of the members of the House, recall the same from the standing
committee to the floor of the House for consideration and such action thereon as a
majority of the members present may direct.

(b) This rule shall not be temporarily suspended without one day's notice on
the motion given in the House and delivered in writing to the chair of the standing
committee, and to sustain that motion two-thirds of the members of the House shall be
required.

RULE 39.1. Recall of Bill From Permanent Subcommittee. — When a
House bill has been referred to a permanent subcommittee, if after 10 legislative days
the subcommittee has failed to act thereon, or at any time, with the agreement of the
subcommittee chair, the standing committee chair may re-refer the bill from that
permanent subcommittee to another permanent subcommittee of the same standing
committee provided the report of the re-referral shall be made pursuant to Rule 32.

RULE 39.2. Re-Referral of Bills From One Standing Committee to
Another Standing Committee. — Upon consent of the sponsor of the bill, the Speaker,
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the chair of the standing committee from whom the bill is to be re-referred, and the
chair of the standing committee to whom the bill is to be re-referred, the chair of the
standing committee from whom the bill is to be re-referred or the chair of the
Committee on Rules, Calendar, and Operations of the House may move for a re-referral
to another standing committee and the bill shall be re-referred upon vote of the majority
present during a regular session of the House.

RULE 40. Calendars and Schedules of Business. — The Clerk of the House
shall prepare a daily schedule of business, including the Calendar of Bills and
Resolutions for consideration and debate that day, in accordance with the Order of
Business of the Day (Rule 5). The Clerk shall number all bills and resolutions in the
order in which they are introduced. All bills and resolutions shall be taken up as they
appear in each category (Rule 5(10)) in the order they were placed on the Calendar
under Rule 36(b).

RULE 41. Reading of Bills. — (a)  Every bill shall receive three readings
in the House prior to its passage. The first reading and reference to standing committee
of a House bill shall occur on the next legislative day following its introduction. The
first reading and reference to standing committee of a Senate bill shall occur on the next
legislative day following its receipt on messages from the Senate. The Speaker shall
give notice at each subsequent reading whether it is the second or third reading.

(b) No bill shall be read more than once on the same day without the
concurrence of two-thirds of the members present and voting; provided, no bill
governed by Article II, Section 23 of the North Carolina Constitution or described in
Rule 20(a)(2) herein shall be read twice on one day under any circumstance.

RULE 42. Effect of a Defeated Bill. — (a) Subject to the provisions of
subsection (b) of this rule, after a bill has:

(1) Been tabled,

(2)  Been postponed indefinitely,

(3)  Failed to pass on any of its readings, or

(4)  Been placed on the unfavorable calendar,
the contents of that bill or the principal provisions of its subject matter shall not be
considered in any other measure originating in the Senate or originating thereafter in the
House. Upon the point of order being raised and sustained by the Chair, that measure
shall be laid upon the table, and shall not be taken there from except by a two-thirds
vote of the members present and voting.

(b)  No local bill shall be held by the Chair to embody the contents of or
the principal provisions of the subject matter of any statewide measure which has been
laid on the table, has failed to pass on any of its readings, or has been placed on the
unfavorable calendar. v

RULE 43. Amendments. — No amendment to a measure before the House
shall be in order unless the amendment is germane to the measure under consideration.
A House amendment deleting a previously adopted House amendment shall not be in
order, except that this sentence does not apply to amendments adopted under Rule

38(c).
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If the Senate adopts an amendment or committee substitute to a House bill,
the House may refuse to receive the bill on account of lack of germaneness if the Senate
has a similar rule.

Only one principal (first degree) amendment shall be pending at any one
time. If a subsequent or substitute principal amendment shall be offered, the Speaker
shall rule it out of order. However, any member desiring to offer a subsequent or
substitute principal amendment in opposition to the pending amendment may inform the
House by way of argument against the pending amendment that if it is defeated the
member proposes to offer another principal amendment, and the member may then read
and explain such proposed amendment.

Perfecting (or second degree) amendments may be offered and considered
without limitation as to number, and in the event of multiple perfecting amendments,
they shall be voted upon in inverse order.

RULE 43.1. Engrossment. — Bills and resolutions, except those making
appropriations, which originate in the House and which are amended, shall be engrossed
before being sent to the Senate.

RULE 43.2. House Concurrence in Senate Amendments to House Bills. —
When the House receives a Senate amendment to a bill originating in the House, it shall
be placed on the calendar in accordance with Rule 36(b).

RULE 43.3. Committee Substitutes Adopted by the Senate to Bills
Originating in the House; Procedure for Treatment of Material Amendments
Thereto. — (2) Whenever the Senate has adopted a committee substitute for a bill
originating in the House and has returned the bill to the House for concurrence in that
committee substitute, it shall be placed on the calendar in accordance with Rule 36(b).

(b)  The Speaker shall rule whether the committee substitute is a material
amendment under Article II, Section 23 of the State's Constitution which reads:

"Revenue bills. — No law shall be enacted to raise money on the credit of the
State, or to pledge the faith of the State directly or indirectly for the payment of any
debt, or to impose any tax upon the people of the State, or to allow the counties, cities,
or towns to do so, unless the bill for the purpose shall have been read three several times
in each House of the General Assembly and passed three several readings, which
readings shall have been on three different days, and shall have been agreed to by each
Housé respectively, and unless the yeas and nays on the second and third readings of the
bill shall have been entered on the journal."

If the committee substitute was referred to standing committee, the standing
committee shall:

(1) Report the bill with the recommendation either that the House do

concur or that the House do not concur; and

(2)  Advise the Speaker as to whether or not that committee substitute is a

material amendment under Article II, Section 23 of the North Carolina
Constitution.

()  If the committee substitute for a bill is not a material amendment, the

question before the House shall be concurrence.
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(d) If the committee substitute for a bill is a material amendment, the
receiving of that bill on messages shall constitute first reading and the question before
the House shall be concurrence on second reading. If the motion is passed, the question
then shall be concurrence on third reading on the next legislative day.

(¢) No committee substitute adopted by the Senate for a bill originating in
the House may be amended by the House.

RULE 44. Conference Standing Committees. — (a) Whenever the
House shall decline or refuse to concur in amendments put by the Senate to a bill
originating in the House, or shall refuse to concur in a substitute adopted by the Senate
for a bill originating in the House or whenever the Senate shall decline or refuse to
concur in amendments put by the House to a bill originating in the Senate, or shall
refuse to concur in a substitute adopted by the House for a bill originating in the Senate,
a conference committee may be appointed by the Speaker upon the Speaker's own
motion and shall be appointed upon request by the principal sponsor of the original bill,
the chair of the House standing committee which reported the bill, or by the sponsor of
the amendment in which the Senate refused to concur; and the bill under consideration
shall thereupon go to and be considered by the joint conferees on the part of the House
and Senate. In appointing members to conference committees, the Speaker shall appoint
no less than a majority of members who generally supported the House position as
determined by the Speaker.

(b)  Only such matters as are in difference between the two houses shall be
considered by the conferees, and the conference report shall deal only with such
matters. The conference report may be made by a majority of the House members of
such conference committee and shall not be amended.

(c)  If the conferees fail to agree or if either House fails to adopt the report
of its conferees, new conferees may be appointed.

(d)  No vote shall be taken on adoption of a conference report until the next
legislative day following the report.

RULE 44.1. Transmittal of Bills to Senate. — Unless ordered by the Speaker
or two-thirds vote of the members present and voting, no bill shall be sent from the
House on the day of its passage, except on the last day of the session.

VII. Legislative Officers and Employees

RULE 45. Elected Officers. —(a) The House shall elect one of its
members Speaker.

(b) The House shall elect one of its members Speaker Pro Tempore who
shall perform such duties as the Speaker may assign and shall preside over the House in
the absence or incapacity of the Speaker and shall perform all of the duties of the
Speaker until such time the Speaker may assume the chair.

(©)  The House shall elect a Principal Clerk, who shall continue in office
until another is elected. The Speaker shall appoint a Reading Clerk and a Sergeant-at-
Arms, who shall serve at the Speaker's pleasure. The Principal Clerk, Reading Clerk,
and Sergeant-at-Arms shall have and perform duties and responsibilities, not
inconsistent with these rules, as the Speaker may assign. Unless directed otherwise by
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the Speaker on behalf of the House, the Principal Clerk or an employee designated by
the Principal Clerk shall receive House bills not approved by the Governor. In addition,
the Sergeant-at-Arms may assign the Reading Clerk additional duties, to be performed
while the House is not in its daily session.

RULE 46. Assistants to Principal Clerk and Sergeant-at-Arms. — The
Principal Clerk and the Sergeant-at-Arms may appoint, with the approval of the
Speaker, such assistants as may be necessary to the efficient discharge of the duties of
their respective offices.

RULE 47. Speaker's Staff, Chaplain, and Pages. — (a) The Speaker may
appoint one or more staff members to the Speaker, a Chaplain of the House, and pages
to wait upon the sessions of the House.

(b) When the House is not in session, the pages shall be under the
supervision of the Supervisor of Pages.

(c)  The Speaker at the request of a member may appoint honorary pages.

RULE 48. Member's Staff.—(a) Each  standing committee and
permanent subcommittee shall have a committee assistant. The committee assistant to a
standing committee or permanent subcommittee shall serve as staff to the chair of the
standing committee or permanent subcommittee.

(b) Each member shall be assigned a legislative assistant, unless the
member has a committee assistant to serve as legislative assistant.

(c) The selection and retention of committee assistants, legislative
assistants, and office assistants shall be the sole prerogative of the individual member or
members. Such staff shall file initial applications for employment with the Principal
Clerk and shall receive compensation as prescribed by the Legislative Services
Commission. The employment period of such staff shall commence not earlier than the
convening date of the General Assembly and shall terminate not later than the final
adjournment or recess of the General Assembly unless employment for an extended
period is approved by the Speaker. The committee assistants, legislative assistants, and
office assistants shall adhere to such uniform rules and regulations not inconsistent with
these rules regarding hours and other conditions of employment as the Legislative
Services Commission shall fix by appropriate regulations.

RULE 49. Compensation of Legislative Assistants. — No clerk, committee
assistant, legislative assistant, office assistant, or other person employed or appointed
under Rules 46, 47, and 48 hereof shall receive during such employment, appointment,
or service, any compensation from any department of the State government, and there
shall not be voted, paid, or awarded any additional pay, bonus, or gratuity to any of
them; but they shall receive only the pay now provided by law for such duties and
services.

VIILI. Privileges of the Hall

RULE 50. Admittance to Floor. — No person except members, officers, and
employees of the General Assembly who have been issued identification tags as
provided by this rule, and former members of the General Assembly who are not
registered under the provisions of Article 9 of Chapter 120 of the General Statutes of
North Carolina, shall be allowed on the floor of the House during its session, unless
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permitted by the Speaker or otherwise provided by law. Employees of the General
Assembly shall wear identification tags, approved by the Legislative Services Officer,
when on the floor of the House.

RULE 51. Admittance of Press. — Reporters wishing to take down debates
may be admitted by the Speaker, who shall assign such places to them on the floor or
elsewhere, to effect this object, as shall not interfere with the convenience of the House.
Reporters admitted to the floor of the House shall observe the same requirements of
attire for members contained in Rule 12(h).

RULE 52. Extending Courtesies. — Courtesies of the floor, galleries, or
lobby shall be extended at the discretion of the Speaker and only by the Speaker.
Requests by members to extend these courtesies shall be typewritten and delivered to
the Speaker. No member shall orally ask the Speaker to extend these courtesies during
the daily session.

RULE 53. Order in House Chamber, Galleries, and Lobby. — In case of
any disturbance or disorderly conduct in the House Chamber, galleries, or lobby, the
Speaker or other presiding officer is. empowered to order the same to be cleared to the
extent they deem necessary.

IX. General Rules

RULE 54. Attendance of Members. — No member or officer of the House
shall absent himself from the service of the House without leave, unless from sickness
or disability.

RULE 55. Documents to Be Signed by the Speaker. — All acts, addresses,
and resolutions and all warrants and subpoenas issued by order of the House shall be
signed by the Speaker or other presiding officer.

RULE 56. Printing or Reproducing Materials. — There shall be no printing
or reproducing of paper(s) that are not legislative in essence except upon approval of the
Speaker.

RULE 57. Placement or Circulation of Materials. — Persons other than
members of the House shall not place or cause to be placed any materials on members'
desks in the House Chamber without obtaining approval of the Speaker. Any material
placed on members' desks in the House Chamber, or circulated to House members
anywhere in the Legislative Building or the Legislative Office Building, shall bear the
name of the originator.

RULE 58. Rules, Rescission, and Alteration. — (a) These rules shall not be
permanently rescinded or altered except by House simple resolution passed by a two-
thirds vote of the members present and voting. The introducer of the resolution must on
the floor of the House give notice of intent to introduce the resolution on the legislative
day preceding its introduction.

(b)  Except as otherwise provided herein, the House upon two-thirds vote
of the members present and voting may temporarily suspend any rule.

RULE 59. Cosponsorship of Bills and Resolutions. — (a) Any
member wishing to cosponsor a bill or resolution which has been introduced may do so
by appearing in the office of the Principal Clerk for such purpose within one-half hour
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following the adjournment of the session during which such bill or resolution was first
read and referred.

(b) Members wishing to jointly sponsor legislation should indicate such to
the drafter at the time the bill is requested or upon filing the bill with the Principal
Clerk's office. The names of the members who are the primary sponsors shall be listed
in the order requested by them, followed by the words (Primary Sponsors); and the
remaining names of members cosponsoring shall follow. No more than four members
may be listed as primary sponsors.

(c) No member shall permit anyone, other than that member's committee
assistant, legislative assistant, office assistant, or another member, to have possession of
and solicit for bill or resolution cosponsorship, the jacket of a bill or resolution.

RULE 60. Correcting of Typographical Errors. — The Legislative Services
Officer may correct typographical errors appearing in House bills or resolutions
provided that such corrections are made before ratification and do not conflict with any
actions or rules of the Senate and provided further that such correction be approved by
the Chair of the Standing Committee on Rules, Calendar, and Operations of the House,
the Speaker, or other presiding officer.

RULE 61. Assignment of Seats. — After initial assignment of seats, a
member shall continue to occupy the seat to which initially assigned until assigned a
permanent seat; once assigned a permanent seat, the member shall occupy it for the
entire biennial session. In event of vacancy, that member's successor will occupy the
seat of the member replaced for the remainder of the biennial session.

RULE 61.1. Office Assignments. — The Chair of the Standing Committee on
Rules, Calendar, and Operations of the House shall assign to each member an office
space. When available, Chairs of standing committees and permanent subcommittees
shall be assigned an office adjacent to the room in which the standing committee or
permanent subcommittee generally meets if the Chair so desires. The Speaker shall be
assigned an office of his or her choice.

RULE 61.2. Convening and Assigning Seats in the New House. — (a) The
Principal Clerk of the previous House of Representatives shall convene the House of
Representatives at 12:00 noon on the date established by law for the convening of each
regular session, and preside over the body until the members elect a Speaker. In the case
of a vacancy, inability, or refusal to so serve, the duty shall devolve upon the sergeant-
at-arms of the prior House, and in the case of a vacancy in that office, or inability or
refusal to so serve, the duty shall devolve upon the reading clerk of the prior House.

(b) It shall be the duty of the Chair of the Standing Committee on Rules,
Calendar, and Operations of the House of the prior House to assign temporary seats to
the members of the House of Representatives in its Chamber. In the case of the inability
or refusal to serve of the Chair of the Standing Committee on Rules, Calendar, and
Operations of the House, the Speaker of the prior House of Representatives shall
appoint a person to assign seats to members of the House of Representatives in its
Chamber. In the event that the party that had a majority of members in the prior House
will no longer have a majority of members of the new House, then the duty assigned in
this subsection to the Chair of the committee of the prior House shall instead be the duty
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of the person nominated as Speaker by the majority party caucus for the new House, or
some member-elect designated by the Speaker-nominee. In the event no party will have
a majority, then the duty assigned in this subsection to the Chair of the committee of the
prior House shall instead be the joint duty of one person chosen each by the caucuses of
the two parties having the greatest numbers of members.

RULE 62. Matters Not Covered in These Rules. — Except as herein set out
the rules of Mason's Manual of Legislative Procedure shall govern the operation of the
House.

Section 2. This resolution is effective upon adoption.
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North Carolina General Assembly Date: 02/14/2002
Through House Committee on Time: 14:31
Public Utilities Page: 001 of 001
2001-2002 Biennium Leg. Day: H-179/S8-173
Bill Introducer Short Title Latest Action In Date Out Date
125 Hall USE OF 911 FUNDS. H Ref To Com On 02-15-01
Public Utilities
130 Edwards USE OF 911 FUNDS/ *H Re-ref Com On 05-14-01
BEAUFORT. Public Utilities
H0205= Smith EXTEND TIME FOR H Ref To Com On 02-22-01
UNIVERSAL SERVICE Public Utilities
FINAL RULES.
H0481= Smith CONFIRMATION OF HR Ch. Res 2001-7 03-05-01 03-13-01
LORINZO LITTLE JOYNER.
HO0571 Allen SIMPLIFY TAXES ON *HR Ch. SL 2001-430 03-12-01 03-21-01
TELECOMMUNICATIONS-2.
H0585= Baddour WATER AND SEWER H Ref To Com On 03-13-01
AUTHORITIES. ) Public Utilities
H0678 Buchanan USE OF 911 FUNDS. H Ref To Com On 03-19-01
Public Utilities
HO0710 Arnold USE OF 911 FUNDS. H Ref To Com On 03-21-01
Public Utilities
H0725 Culpepper USE OF 911 FUNDS. H Ref To Com On 03-22-01
Public Utilities
HO0791= Starnes USE OF 911 FUNDS. H Ref To Com On 03-26-01
. Public Utilities
H0824 Cox INSTALLATION OF SEWER *HR Ch. SL 2001-296 03-27-01 04-03-01
CLEANOUT REQUIRED.
HO0867 McLawhorn USE OF 911 FUNDS. H Ref To Com On 03-29-01
Public Utilities
H1015= Nesbitt IMPROVE AIR QUALITY/ H Ref to the Com on 04-09-01
ELECTRIC UTILITIES. Public Utilities
and, if
favorable, to the
Com on
. Environment and
Natural Resources
S0217= David W. Hoyle EXTEND TIME FOR HR Ch. SL 2001-252 03-12-01 04-17-01
UNIVERSAL SERVICE
FINAL RULES.
S0432= John H. Kerr III WATER AND SEWER *HR Ch. SL 2001-224 04-05-01 04-17-01
AUTHORITIES.
80432= John H. Kerr III WATER AND SEWER *HR Ch. SL 2001-224 05-17-01 05-30-01
AUTHORITIES.
S058% Charlie S. Danne STUDY 911 FUNDS. *H Re-ref Com On 04-26-01 07-18-01
Rules, Calendar,
and Operations of
the House
S0641 Eric Miller Reev EXPAND DEFINITION OF H Ref To Com On 04-25-01
UNIVERSAL SERVICE. Public Utilities
S1078= Stephen M. Metca IMPROVE AIR QUALITY/ *H Ref to the Com on 04-25-01
ELECTRIC UTILITIES. Public Utilities
' and, if
favorable, to the
Com on
Environment and
Natural Resources
51101 CONFIRMATION UTILITY HR Ch. Res 2001-16 05-29-01 05-30-01

COMM. APPTS./EXEC.
DIRECTOR

'$'" indicates the bill is an appropriation bill.
A bold line indicates the bill is an appropriation bill.

'#! indicates that the text of the original bill was changed by some action.
indicates that the original bill is identical to another bill.



North Carolina General Assembly
Pending House Committee on
Public Utilities
2001-2002 Biennium

Bill Short Title Date Latest Action
125 USE OF 911 FUNDS. H 02-15-2001 Ref To Com On Public Utilities
| 30 USE OF 911 FUNDS/BEAUFORT. *H 05-14-2001 Re-ref Com On Public Utilities
205= EXTEND TIME FOR UNIVERSAL H 02-22-2001 Ref To Com On Public Utilities
SERVICE FINAL RULES.
H 585= WATER AND SEWER AUTHORITIES. H 03-13-2001 Ref To Com On Public Utilities
H 678 USE OF 911 FUNDS. H 03-19-2001 Ref To Com On Public Utilities
H 710 USE OF 911 FUNDS. H 03-21-2001 Ref To Com On Public Utilities
H 725 USE OF 911 FUNDS. H 03-22-2001 Ref To Com On Public Utilities
H 791= USE OF 911 FUNDS. H 03-26-2001 Ref To Com On Public Utilities
H 867 USE OF 911 FUNDS. H 03-29-2001 Ref To Com On Public Utilities
H1015= IMPROVE AIR QUALITY/ELECTRIC H 04-09-2001 Ref to the Com on Public

UTILITIES. Utilities and, if favorable,
to the Com on Environment and
Natural Resources

S 641 EXPAND DEFINITION OF UNIVERSAL H 04-25-2001 Ref To Com On Public Utilities
SERVICE.

S$1078= IMPROVE AIR QUALITY/ELECTRIC *H 04-25-2001 Ref to the Com on Public
UTILITIES. Utilities and, if favorable,

to the Com on Environment and
Natural Resources

A bold line indicates the bill is an appropriations bill.
'*' indicates that the text of the original bill was changed by some act
'=' indicates that the original bill is identical to another bill.

‘ '$' indicates the bill is an appropriations bill.
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Minutes
House Committee on Public Utilities
June 6, 2002

The House Committee on Public Utilities met Thursday, June 6.
2002 in Room 544 of the Legislative Office Building at 8:30a.m. The
following members were present: Representative Ronnie Smith, Chair;
Vice-Chairmen McComas and Saunders and Representatives Coates,
Culpepper, Edwards, Hurley, Holmes, McCombs and Rogers.
Representative Hackney, Ex Officio Member also attended. A Visitor
Registration list is attached (Attachment II) and made part of the
minutes. '

The Chair called the meeting to order and introduced the following
pages: Kathryn King from Bladen County, Katie Hinson from Stanley
County, Justin Winstead from Wake County and Rose Burlingham from
Pitt County. Committee Counsels Steve Rose and Frank Folger were also
present. Counsel George Givens also attended.

The Chair recognized Representative Roger for his motion to place
the new Proposed Committee Substitute (PCS 4699-RT-88) for SB 1078 -
A BILL TO BE ENTITLED AN ACT TO IMPROVE AIR QUALITY IN THE
STATE BY IMPOSING CERTAIN FACILITIES THAT BURN COAL TO
GENERATE ELECTRICITY AND TO PROVIDE FOR RECOVERY BY
ELECTRIC UTILITIES OF THE COSTS OF ACHIEVING COMPLIANCE
WITH THOSE LIMITS before the members. Motion carried. The PCS
(Attachment [) and made a part of the minutes.

The Chair recognized George Givens from Research to discuss the
Environmental portion of the bill. Steve Rose was recognized to discuss
the cost recovery portion. Several members of the audience were
recognized for their comments. After much discussion on the bill
Representative Smith told members they would not vote today but would
meet again on Tuesday, June 11t for a vote on the PCS.

The meeting was adjourned at 9:40 a. m.

Respectfully submitted,

s

Rep.resér tive Ronnie Smith Ann Jordan?
Chai Committee Assistant
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S | D
SENATE BILL 1078
Agriculture/Environment/Natural Resources Committee Substitute Adopted

4/18/01
PROPOSED HOUSE COMMITTEE SUBSTITUTE S1078-PCS4699-RT-88

Short Title: Improve Air Quality/Eleétric Utilities. (Public)

Sponsors:
Referred to:
April 5, 2001
A BILL TO BE ENTITLED

- AN ACT TO IMPROVE AIR QUALITY IN THE STATE BY IMPOSING LIMITS

ON THE EMISSION OF CERTAIN POLLUTANTS FROM CERTAIN
FACILITIES THAT BURN COAL TO GENERATE ELECTRICITY AND TO
PROVIDE FOR RECOVERY BY ELECTRIC UTILITIES OF THE COSTS OF
- ACHIEVING COMPLIANCE WITH THOSE LIMITS.
The General Assembly of North Carolina enacts:
SECTION 1. Article 21B of Chapter 143 of the General Statutes is amended
by adding a new section to read: ,
"§ 143-215.107D. Emissions of oxides of mtro en (NOx) and sulfur dioxide (SO2

from certain coal-fired generating units.
(a)  As used in this section: .

(1) !Coal-fired generating unit' means_a_coal-fired generatmg unit, as

defined by 40 Code of Federal Regulations § 96.2 (1 July 2001

Edition), that is located in this State and has the capacity to génerate
25 or more megawatts of electricity.

(2) 'Investor-owned public utility' means an mvestor-owned public utlhgg,
as defined in G.S. 62-3.

(b)  An investor-owned public utility that owns or operates coal-fired g__neratmg

units that collectively emitted more than 75.000 tons of ox1des of nitrogen (NOx) in

calendar year 2000:
(1)  Shall not collectlvely emit from the coal-fired generating units that it
owns or operates more than 35.000 tons of oxides of nitrogen (NOx) in

any calendar year beginning 1 January 2007.

i
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| (2)  Shall not collectively emit from the coal-fired generating units that it

owns or operates more than 31,000 tons of oxides of nitrogen (NOx) in

any calendar year beginning 1 January 2009.
()  An investor-owned public utility that owns or operates coal-fired genera g

units that collectively emitted 75.000 tons or less of oxides of nitrogen (NOx) in
calendar year 2000 shall not collectively emit from the coal-fired generating units that it

owns or operates more than 25,000 tons of oxides of nitrogen (NOx) in any calendar
year beginning 1 January 2007.
~(d)  An investor-owned public utility that owns or operates coal-fired generating
units that collectively emitted more than 225.000 tons of sulfur dioxide (SO2) in
calendar year 2000:
(1)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 150,000 tons of sulfur dioxide (SO2) in

- any calendar year beginning 1 January 2009.
(2)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 80.000 tons of sulfur dioxide (SO2) in any

calendar year beginning 1 January 2013. :

(¢)  An investor-owned public utility that owns or operates coal-fired generating
units that collectively emitted 225,000 tons or Iess of sulfur dioxide (SO2) in calendar
year 2000:

(1)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 100.000 tons of sulfur dioxide (SO2) in
any calendar year beginning 1 January 2009.

(2)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 50,000 tons of sulfur dioxide (SO2) in any
calendar year beginning 1 January 2013.

(f)  Each investor-owned public utility to which this section applies may
determine how it will achieve the collective emissions limitations imposed by this
section. Compliance with the emissions limitations set out in this section does not alter
the obligation of any person to comply with any other federal or State law. regulation,
or rule related to air quality or visibility. This subsection shall not be construed to limit
the authority of the Commission to_impose specific limitations on the emission of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) from an individual coal-fired
generating unit owned or operated by an investor-owned public utility.

(2) A_coal-fired generating unit ‘that is subject to the collective emissions
limitations set out in this section on 1 July 2002 shall remain subject to the collective
emissions limitations whether or not it thereafter continues to be owned or operated by
an investor-owned public utility.

(h)  The Commission shall require that any permit or modified permit issued for a

coal-fired generating unit that is subject to this section include conditions that provide
for testing. monitoring, record keeping, and reporting adequate to assure compliance

with the requirements of this section.
(i) ° The Governor may enter into an agreement with an mvestor-owned public

- utility under which the mvestor-owned public utility voluntarily agrees to transfer to the

Page 2 ‘ . Senate Bill 1078 S1078-PCS4699-RT-88
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State any emissions allowances acquired or that may be acquired by the investor-owned
public utility pursuant to 42 U.S.C. §§8 7651-76510. as implemented by 40 Code of
Federal Regulations §§ 73.1 through 73.90 (I July 2001 Edition); 42 U.S.C.
7410(a)(2)(D)(i)(1), as implemented by 40 Code of Federal Regulations § 51.121 (1 July

2001 Edition), related federal regulations, and the associated State Implementation Plan;
42 U.S.C. § 7426, as implemented by 40 Code of Federal Regulations § 52.34 (1 July

2001 Edition) and related federal regulations: or any similar program established under
federal law that result from compliance with the emissions limitations set out in this

section. An agreement entered into pursuant to this subsection shall be binding and shall
be enforceable by specific performance, If the Governor enters into an agreement that
provides for the transfer of emissions allowances to the State, the Governor shall file
verified copies of the agreement with the Attorney General al, the Secretary of State, the

State Treasurer, the Secretary of Environment and Natural Resources, and the Utilities

Commission. The State - Treasurer shall hold . all emissions allowances that are
transferred to the State as provided in this subsection in trust for the people of this State
and shall sell, trade, transfer, or otherwise dispose of the emissions ns allowances only as
the General Assembly shall provide by law.

(1)  An investor-owned public utility that is subject to the emissions hmltatlons
set out in this section shall submit to the Utilities Commission and to the Department on
or before 1 April of each year a verified statement Dursuant to subsection (i) of G.S.
62-133.6."

SECTION 2. G S.-143-215.108 reads as rewritten:
"§ 143-215. 108 Control of sources of alr pollutlon, permlts requlred
(a) 5va A H —&4a APB D—ah s Sita SH 8
tanda; ds—e i 2 exEep Excggt as prov1ded in
subsections (al) and (a2) of th1s sectlon, no person shall do any of the following things
or carry out any of the following activities which contravene or will be hkely to
contravene sueh-standards. established pursuant to G.S. 143-215.107 or set out in G.S.

143-215.107D wuntil-er-unless such-that person shall-have-apphied-for and-shall-have
reeeived-has obtained from the Commission a permit therefor and shall-have—has

complied with sueh-conditionsif anyas-are-preseribed-by-sueh-any conditions of this

permit:

(1) Establish or operate any air contaminant source;

(2) Build, erect, use or operate any equipment which may result in the
emission of air contaminants or which is likely to cause air pollution;

(3)  Alter or change the construction or method of operation of any
equipment or process from which air contaminants are or may be
emitted;’

(4) Enter into an u'revocable contract for the construction and installation
of any air-cleaning device, or allow or cause such device to be
constructed, installed, or operated.

(al) The Commission may by rule establish procedures that meet the requirements
of section 502(b)(10) of Title V (42 U.S.C. § 7661a(b)(10)) and 40 Code of Federal

S1078-PCS4699-RT-88 = Senate Bill 1078 Page 3
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Regulations § 70.4(b)(12) (1 July 1993 Edition) to allow a permittee to make changes
within a permitted facility without requiring a revision of the permit.

(@2) The Commission may adopt rules that provide for a minor modification of a
permit. At a minimum, rules that provide for a minor modification of a permit shall
meet the requirements of 40 Code of Federal Regulations § 70.7(e)(2) (1 July 1993
Edition). If the Commission adopts rules that provide for a minor modification of a
permit, a permittee shall not make a change in the permitted facility while the
application for the minor modification is under review unless the change is authorized
under the rules adopted by the Commission.

(b)  The Commission shall act upon all applications for pernnts so as to effectuate -

the purpese—purposes of this seetion;—Article by reducing existing air polluuon and
preventing, so far as reasonably possible, any mcreased pollution of the air from any
additional or enlarged sources.

(¢)  The Commission shall have the power:

: (1) To grant and renew a permit with saeh—J_condmons attached as-that
the Commission believes necessary to achieve the purposes of this
section—Article or the requirements of the Clean Air Act and
implementing regulations adopted by the United States Environmental
Protection Agency;

SECTION 3. G.S. 143-215. 107(a)(8) reads as rewntten

"(8) To develop and adopt standards and plans necessary to 1mp1ement
programs to control acid deposition and to regulate the use of sulfur
dioxide (SO2) allowances and nitregen—oxides of nitrogen (NOX)
emissions in accordance with Title IV and implementing regulations
adopted by the United States Environmental Protection Agency."

SECTION 4. G.S. 143-215.114A(a) reads as rewritten:

"(a) A civil penalty of not more than ten thousand dollars (SIO\OOO) may be
assessed by the Secretary against any person who:

(1) Violates any classification, standard or hmxtatlon established pursuant
to G-5—343-215-3107%G.S. 143-215.107. .

(2) Isrequired but fails to apply for or to secure a permit required by G.S.
143-215.108 or who violates or fails to act in accordance with the

‘ terms, conditions, or requirements of such permit;permit.

(3) Violates or fails to act in accordance with the terms, conditions, or
requirements of any special order or other appropriate document issued
pursuant to &-S—43-215-10:G.S. 143-215.110. :

(4) Fails to file, submit, or make available, as the case may be, any
documents, data or reports required by this Article or Parts 1 or 7 of
Article 21 of this Chapter;Chapter.

(5) Violates a rule of the Commission or a local govermng body
implementing this Article or Parts 1 or 7 of Astiele24;Article 21.

- (6) Violates the offenses set out in G.S. 143-215.114B.
(7)  Violates the emissions limitations set out in G.S. 143-215.107D."

Page 4 Senate Bill 1078 ' S1078-PCS4699-RT-88
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SECTION 5. G.S. 143-215-114A is amended by adding a new subsection to

read:
"(bl) The Secrem may assess a_civil penalty of not more than ten thousand
dollars ($10.000) per day for a violation of the emissions limitations set out in G.S.

143-215.107D as provided in this subsection. If at the end of any calendar year, an

investor-owned public utility has violated an emissions limitation set out in G.S. 143-
215.107D, the violation shall be considered to be continuous from the day that the

~collective _emissions first exceeded the emissions limitation set out in G.S.

143-215.107D through the end of the calendar year and the Secretary may assess a

separate civil penalty for each day." -
SECTION 6. G.S. 143-215.1 14B(f) reads as rewritten:

"(f) Any person who negligently violates any classification, standard or limitation
established pursuant to G-5-—343-245-367-G.S. 143-215.107 or by G.S. 143-215.107D
any term, condition, or requirement of a permit issued pursuant to G.S. 143-215.108 or
of a special order or other appropriate document issued pursuant to G.S. 143-215.110 or
any rule of the Commission implementing any of the said section, shall be guilty of a
Class 2 misdemeanor which may include a fine not to exceed fifteen thousand dollars

. (815,000) per day of violation, provided that such fine shall not exceed a cumulative

total of two hundred thousand. dollars ($200,000) for each period of 30 days during
which a violation continues." ‘

SECTION 7. G.S. 143-215. 114B(g) reads as rewritten:

"(g) Any person who knowingly and willfully violates any classification, standard,
or limitation established in the rules of the Commission pursuant to G-S—343-215-167er :
G.S. 143-215.107; the emissions limitations set out in G.S. 143-215.107D; any term,
condition, or requirement of a permit issued pursuant to G-S—343-245108-G.S.
143-215.108; or of a special order or other appropriate document issued pursuant to
G.S. 143-215.110, shall be guilty of a Class H felony, which may include a fine not to
exceed one hundred thousand dollars ($100,000) per day of violation, provided that this
fine shall not exceed a cumulative total of five hundred thousand dollars ($500,000) for
each period of 30 days during which a violation continues. For the purposes of this
subsection, the phrase "knowingly and willfully" shall mean intentionally and
consciously as the courts of this State, according to the principles of common law,
interpret the phrase in the light of reason and experience."

SECTION 8. G.S. 143-215.114B(h)(1) reads as rewritten:

"(1) Any person who knowingly violates any classification, standard, or
limitation established in the rules of the Commission pursuant to G-S-
443-215-107-er G.S. 143-215.107; the emissions limitations set out in
G.S. 143-215.107D: any term, condition, or requirement of a permit
issued pursuant to G-S—343-215-108-G.S. 143-215.108: or of a special
order or other appropriate document issued pursuant to G.S.
143-215.110 and who knows at that time that he thereby places
another person in imminent danger of death or serious bodily injury
shall be guilty of a Class C felony, which may include a fine not to
exceed two hundred fifty thousand dollars ($250,000) per day of

S1078-PCS4699-RT-88 - Senate Bill 1078 . -Page5
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Page 6

violation, provided that this fine shall not exceed a cumulative total of
one million dollars ($1,000,000) for each period of 30 days during
which a violation continues."

SECTION 9. Article 7 of Chapter 62 of the General Statutes is amended by
adding a new section to read:

"§ 62-133.6. Environmental compllance costs recovery.

(a)  As used in this section:

48]

@

'Coal-fired generating unit' means a coal-fired generating unit, as

- defined by 40 Code of Federal Regulations § 96.2 (1 July 2001
- Edition), that is located in this State and has the capacity to generate .

25 or more megawatts of electricity.

'Environmental compliance costs' means only those capital costs
incurred by an investor-owned public utility to comply with the
emissions_limitations set out in G.S. 143-215.107D that_exceed the
costs required to comply with 42 U.S.C. § 7410(2)(2Q)(D)(i)(I), as

implemented by 40 Code of Federal Regulations § 51.121 (1 July 2001

Edition), related federal regulations, and the associated State or

Federal Implementation Plan, or with 42 US.C. § 7426, as

implemented by 40 Code of Federal Regulations § 52.34 (1 July 2001

Edition) and related federal regulations. The term 'environmental

compliance costs' does not include:

a. Costs required to comply with a final order or judgment
rendered by a state or federal court under which an investor-

owned public utility is found liable for a failure to comply with
any federal or state law. rule, or regulation for the protection of

the environment or public health.
The net increase in costs, above those proposed by the investor-

owned public utility as part of its plan to achieve compliance
with the emissions limitations set out in G.S. 143-215.107D,
that are necessary to comply with a settlement agreement,

consent decree, or similar resolution of litigation arising from
any alleged failure to comply with any federal or state law. rule,

or regulation for the protection of the environment or public
health. ' _

Any criminal or civil fine or penalty, including court costs
imposed or assessed for a violation by an investor-owned public
utility of any federal or state law. rule. or regulation for the

protection of the environment or public health,

The net increase in costs, above those proposed by the investor-
owned public utility as part of its plan to achieve the emissions
limitations set out in G.S. 143-215.107D, that are necessary to
comply with any limitation on emissions of oxides of nitrogen
(NOx) or sulfur dioxide (SO2) that are imposed on an
individual coal-fired generating unit by the Environmental

|

°

|

Senate Bill 1078 . S1078-PCS4699-RT-88

[
~




Yt
© 000~ WV b WK -~

\!
BN DD =t et d bt e e et et
- O 0 00 N WU hWN

-
Nl
w N

b W WWWWWWWWWLWNONNNDNDNDND
— O 000NV WN=O WO WU N

H
w N

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 2001

Management' Commission or the Dggartmeﬁt of Environment
and Natural Resources to address any nonattainment of an air
quality standard in any area of the State.

(3) !Investor-owned public utility' means an investor-owned public utility,
as defined in G.S. 62-3.

(b) The investor-owned public utilities shall be allowed to accelerate the cost
recovery of their estimated environmental compliance costs over a seven-year period,
beginning 1 January 2003 and ending 31 December 2009. For purposes of this
subsection, an investor-owned public utility subject to the provisions of subsections (b)
and (d) of G.S. 143-215.107D shall amortize environmental compliance costs in the
amount of one billion five hundred million dollars ($1.500.000.000) and an investor-

owned public utility subject to the provisions of subsections (c) and and (e) of G.S.
143-215.107D shall amortize environmental compliance costs in the amount of eight
hundred thirteen million dollars ($813.000.000). During the rate freeze period
established in subsection (e) of this section, the investor-owned public utilities shall. at a
minimum, recover through amortization seventy percent (70%) of the environmental
compliance costs set out in this subsection. The maximum amount for each investor-
owned public utility's annual accelerated cost recovery during the rate freeze period
shall not exceed one hundred fifty percent (150%) of the annual levelized environmental
compliance costs set out in this subsection. The amounts to be amortized pursuant to

'this_subsection _are estimates of the environmental compliance costs that may be

adjusted as provided in this section. The General Assembly makes no judgment as to
whether the actual environmental compliance costs will be greater than. less than_ or
equal to these estimated amounts. These estimated amounts do not define or limit the
scope of the expendltures that may be necessary to comply w1th the emissions
limitations set out in G.S. 143-215.107D.
(c) The investor-owned public utilities shall file their compliance plans,

including initial cost estimates, with the Commission and the Department of
Environment and Natural Resources not later than 10 days after the date on which this

section becomes effective. The Commission shall consult with the Secretary of
Environment and Natural Resources and shall consider the advice of the Secretary as to

whether an investor-owned public utlhgys proposed compliance plan is adequate to

achieve the emissions limitations set out in G.S. 143-215.107D.

(d)  Subject to the provisions of subsection (f) of this section, the Commission

shall hold a hearing to review the environmental compliance costs set out in subsection
(b) of this section. The Cqmmission may modify and revise those costs as necessary to

ensure that they are just, reasonable, and prudent based on the most recent cost

infonnation available and determine the annual cost recovery amounts that each
investor-owned public utility shall be required to record and recover during calendar

years 2008 and 2009. In making its decisions pursuant to_ this subsection, the
Commission shall consult with the Secretary of Environment and Natural Resources to
receive advice as to whether the investor-owned public utility's actual and proposed

modifications and permitting and construction schedule are adeguate to achieve the

S1078-PCS4699-RT-88 - .  Senate Bill 1078 - Page 7
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emissions limitations set out in G.S. 143-215.107D. The Commission shall issue _an
order pursuant to this subsection no later than 31 December 2007.

(e)  Notwithstanding G.S. 62-130(d) and G.S. 62-136(a), the base rates of the
investor-owned public utilities shall remain unchanged from the date on which this
section becomes effective through 31 December 2007. The Commission may, however,
consistent with the public interest:

(1)  Allow adjustments to base rates, or deferral of costs or revenues, due
to one or more of the following conditions occurring during the rate
freeze period: |

o a. Governmental action resulting in significant cost reductions or
requiring major expenditures including, but not limited to, the
cost of compliance with any law, regulation, or rule for the
protection of the environment or public health, other than
environmental compliance costs.

Major _expenditures to restore or replace property damaged or

destroyed by force majeure.
A severe threat to the financial stability of the investor-owned

public utility resulting from other extraordinary causes beyond
the reasonable control of the investor-owned public utility.

The investor-owned public utility persistently earns a return
substantially in excess of the rate of return established and
found reasonable by the Commission in the investor-owned

public utility's last general rate case.

(2) Approve any reduction in a rate or rates applicable to a customer or
class of customers during the rate freeze period, if requested to do so

by an investor-owned public utility that is subject to the ermss:ons
limitations set out in G.S. 143-215. 107D. '

() In any general rate case initiated to adjust base rates effective on or after 1
January 2008, the investor-owned public utility shall be allowed to recover its actual
environmental compliance costs in accordance with Article 7 of this Chapter less the
cumulative amount of accelerated cost recovery recorded pursuant to subsection (b) of
this section, '

. (g) Consistent with the public interest, the Commission is authorized to approve
proposals _submitted by an_investor-owned public utility to implement optional,

|

[°

|-

market-based rates and services. provided the proposal does not increase base rates .

during the period of time referred to in subsection (e) of this section.
(h)  Nothing in this section shall prohibit the Commission from taking any actions

otherwise appropriate to enforce investor-owned public utility compliance with
applicable statutes or Commission rules or to order any ap_prognate remedy for such
noncompliance allowed by law.
(1) An investor-owned public utility that is subject to the emissions limitations
set out in G.S. 143-215.107D shall submit to the Commission and to the Department of
Environment and Natural Resources on or before 1 April of each vear a venﬁed

statement that contains all of the following:
Page 8 Senate Bill 1078 S1078-PCS4699-RT-88
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a A detaﬂed report on the investor-owned public utility's plans for

meeting the emissions limitations set out in G.S. 143-215.107D.
(2) The actual environmental compliance costs incurred by the investor-

owned public utility in the previous calendar vyear, including a
description of the construction undertaken and completed during that
year.

(3) . The amount of the investor-owned public utility's environmental
compliance costs amortized in the previous calendar year.

(4) An estimate of the investor-owned public utility's environmental

- compliance costs and the basis for any revisions of those estimates
when compared to the estimates submitted during the previous year.

(5) A description of all permits required in order to comply with the

provisions of G.S. 143-215.107D for which the investor-owned public

utility- has app lied and the status of those permits or permit

applications.
6 A descngtlon of the construction related to compliance with_the
provisions of G S. 143 215.107D that is antmpated during the

following vear..
(7) A description of the applications for permits required in order to

comply with the provisions of G.S. 143-215.107D that are anticipated
during the following vear.

(8) The results of equipment testing related to comphance with G S.
143-215.107D.

(9)  The number of tons of oxides of nitrogen (NOx) and sulfur dioxide
‘ (SO2) emitted during the previous calendar year from the coal-fired
generating units that are subject to the emissions limitations set out in

G.S. 143-215.107D.

(10) The emissions allowances described in G.S. 143-215.107D(i) that are
acquired by the investor-owned public utility that result from
compliance with the emissions limitations set out in G.S.
143-215.107D. -

(11) Any other information requested by the Commission or the
Department of Environment and Natural Resources. :

()  The Secretary shall review the information submitted pursuant to subsection
i) of this section and determine whether the investor-owned public utility's actual and

proposed modifications and permitting and construction schedule are adequate to

achieve the emissions limitations set out in G.S. 143-215.107D and shall advise the

Commission as to the Secretary's findings and recommendations.
(k) Any information, advice. findings, recommendations. or deterrmnatlons

provided by the Secretary pursuant to_this section shall not constitute a final agency
decision within the meaning of Chapter 150B of the General Statutes and shall not be

subject to review under that Chapter." v
-SECTION 10. It is the intent of the General Assembly that the State use all

available resources and ‘means, including negotiation, participation in interstate

S1078-PCS4699-RT-88 ’. Senate Bill 1078 _ Page 9



0 QO bW -

BSOS R B W W WWWWWWWWRNNNDNNNDNNDND - = e e e b e e
W N = O WO ~I WV A WN=OWO~ITONWV h WHN —= O WO IO b WO WO

GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 2001

compacts and multistate and interagency agreements, petitions pursuant to 42 U.S.C. §
7426, and litigation to induce other states and entities, including the Tennessee Valley
Authority, to achieve reductions in emissions of oxides of nitrogen (NOx) and sulfur
dioxide (SO2) comparable to those required by G.S. 143-215.107D, as enacted by
Section 1 of this act, on a comparable schedule. The State shall give particular attention
to those states and other entities whose emissions negatively impact air quality in North
Carolina or whose failure to achieve comparable reductions would place the economy of
North Carolina at a competitive disadvantage.

SECTION 11. The Environmental Management Commission shall study the
desirability of requiring and the feasibility of obtaining reductions in emissions of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) beyond those required by G.S.
143-215.107D, as enacted by Section 1 of this act. The Environmental Management
Commission  shall consider the availability of emissions reduction technologies,
increased cost to consumers of electric power, reliability of electric power supply,
actions to reduce emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) taken
by states and other entities whose emissions negatively impact air quality in North
Carolina or whose failure to achieve comparable reductions would place the economy of
North Carolina at a competitive disadvantage, and the effects that these reductions
would have on public health, the environment, and natural resources, including
visibility. In its conduct of this study, the Environmental Management Commission
may consult with the Utilities Commission and the Public Staff. The Environmental
Management Commission shall report its findings and recommendations to the General
Assembly and the Environmental Review Commission annually begmnmg 1 September
2005.

SECTION 12. The General Assembly ~ anticipates that measures
implemented to achieve the reductions in emissions of oxides of nitrogen (NOx) and
sulfur dioxide (SO2) required by G.S. 143-215.107D, as enacted by Section 1 of this
act, will also result in significant reductions in the emissions of mercury from coal-fired
generating units. The Division of Air Quality of the Department of Environment and
Natural Resources shall study issues related to monitoring emissions of mercury and the
development and implementation of standards and plans to implement programs to
control emissions of mercury from coal-fired generating units. The Division shall
evaluate available control technologies and shall estimate the benefits and costs of
alternative strategies to reduce emissions of mercury. The Division shall annually
report its interim findings and recommendations to the Environmental Management
Commission and the Environmental Review Commission beginning 1 September 2003.
The Division shall report its final findings and recommendations to the Environmental
Management Commission and the Environmental Review Commission no later than 1
September 2005. The costs of implementing any air quality standards and plans to
reduce the emission of mercury from coal-fired generating units below the standards in
effect on the date this act becomes effective, except to the extent that the emission of
mercury is reduced as a result of the reductions in the emissions of oxides of nitrogen
(NOx) and sulfur dioxide (SO2) required to achieve the emissions limitations set out in

Page 10 Senate Bill 1078 - S51078-PCS4699-RT-88
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G.S. 143:215.107D, as enacted by Section 1- of this act, shall not be recoverable
pursuant to G.S. 62-133.6, as enacted by Section 9 of this act.

SECTION 13.- The Division of Air Quality of the Department of
Environment and Natural Resources shall study issues related to the development and
implementation of standards and plans to implement programs to control emissions of
carbon dioxide (CO2) from coal-fired generating units and other stationary sources of
air pollution. The Division shall evaluate available control technologies and shall
estimate the benefits and costs of alternative strategies to reduce emissions of carbon
dioxide (CO2). The Division shall annually report its interim findings and
recommendations to the Environmental Management Commission and the
Environmental Review Commission beginning 1 September 2003. The Division shall
report its final findings and recommendations to the Environmental Management
Commission and the Environmental Review Commission no later than 1 September
2005. The costs of implementing any air quality standards and plans to reduce the
emission of carbon dioxide (CO2) from coal-fired generating units below the standards
in effect on the date this act becomes effective, except to the extent that the emission of
carbon dioxide (CO2) is reduced as a result of the reductions in the emissions of oxides
of nitrogen (NOx) and sulfur dioxide (SO2) required to achieve the emissions
limitations set out in G.S. 143-215.107D, as enacted by Section 1 of this act, shall not
be recoverable pursuant to G.S. 62-133.6, as enacted by Section 9 of this act.

SECTION 14. On or before 1 June of each year, the Department of
Environment and Natural Resources and the Utilities Commission shall report on the
implementation of this act to the Environmental Review Commission and the Joint
Legislative Utility Review Committee. The first report required by this section shall be
submitted no later than 1 June 2003.

SECTION 15. If any section or provision of this act is declared
unconstitutional or invalid by the courts, the unconstitutional or invalid section or
provision does not affect the validity of this act as a whole or any part of thxs act other
than the part declared to be unconstitutional or invalid.

SECTION 16. This act is effective' when it becomes law except that G.S.
143-215.107D(i), as enacted by Section 1 of this act, is effective retroactively to 1 June
2002. ,

S1078-PCS4699-RT-88 ' : ‘Senate Bill 1078 Page 11



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Thursday, June 6, 2002

TIME: 8:30 a.m.

LOCATION: | Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):

SB 1078 - IMPROVE AIR QUALITY/ELECTRIC COMPANIES - Sen. Steve
Metcalf

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
4:00 p.m. on June 4, 2002.

___Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)
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(b)  The_electric utilities shall be allowed to accelerate the cost recovery of their |
estimated environmental compliance costs over a seven-year period, beginning
January 1, 2003 and ending December 31, 2009. For purposes of this subsection, an
investor-owned public utility subject to the provisions of G.S. 143-215.107D(b) and (d) shall
amortize environmental compliance costs in the amount of $1.5 billion and an investor-
owned public utility subject to the provisions of G.S. 143-215.107D(c) and (e) shall
amortize environmental compliance costs in the amount of $813 million. The electric
utilities shall file their compliance plans, including initial cost estimates, with the
Commission not later than ten days after this act becomes law. During the rate freeze
period established in subsection (c) of this section, the electric utilities shall, ata minimum,
recover through amortization 70 percent of the environmental compliance costs set
pursuant to this subsection. The maximum amount for each utility’s annual accelerated
cost recovery during the rate freeze period shall not exceed 150 percent of the annual
levelized environmental compliance costs. Not later than December 31, 2007, and subject
to the provisions of subsection (d) of this section, the Commission shall, after holding a
hearing, review the environmental compliance costs set pursuant to this subsection; modify
and revise those costs as necessary to ensure that they are just, reasonable, and prudent
based on the most recent cost information available; and determine the annual cost
recovery amounts that each electric utility shall be required to record and recover during
calendar years 2008 and 2009.

In making its decisions pursuant to this subsection, the Commission shall consult
with the Secretary of the Department of Environment and Natural Resources for the
purpose of receiving advice as to whether the utility's proposed modifications and
permitting and construction schedule are adequate to achieve the emissions reductions
required by G.S. 143-215.107D in a timely manner. Information and advice provided by
the Secretary to the Commission under this section shall not constitute a final agency
decision within the meaning of Chapter 150B of the General Statutes and shall not be
subject to review under that Chapter. Not later than ten days after this act becomes law,
each electric utility subject to this section shall submit to the Secretary, with a copy to the
Commission, such details as to equipment specifications, plants, permitting schedule and
construction schedule as the Secretary deems necessary to advise the Commission

properly.

(c) Notwithstanding, G.S. 62-130(d) and G.S. 62-136(a), the base rates of the
electric utilities shall remain unchanged through December 31, 2007, beginning when this
act becomes law; provided, however, that the Commission may, consistent with the public
interest, allow adjustments to base rates, or deferral of costs or revenues, due to one or
more of the following conditions occurring during the rate freeze period: (1) governmental
action resulting in significant cost reductions or requiring major expenditures including but
not limited to environmental compliance other than as defined in this section; (2) major
expenditures to restore or replace property damaged or destroyed by force majeure; (3) a
severe threat to the financial stability of the electric utility resulting from other extraordinary
causes beyond the reasonable control of the utility; or (4) the electric utility persistently
earns a return substantially in excess of the rate of return established and found
reasonable by the Commission in the utility’s last general rate case. If requested to do so



by an electric utility subject to this section, the Commission may also, consistent with the
public interest, approve any reduction in a rate or rates applicable to a customer or class of
customers during the rate freeze period.

(d)  Inany general rate case initiated to adjust base rates effective on or after January 1,
2008, the electric utility shall be allowed to recover its actual environmental compliance
costs in accordance with Article 7 of this Chapter less the cumulative amount of
accelerated cost recovery recorded pursuant to subsection (b) of this section.

(e)  Consistent with the public interest, the Commission is authorized to approve
proposals submitted by an electric utility to implement optional, market-based rates and
services provided the proposal does not increase base rates during the period of time
referred to in subsection (c) above.

)] Nothing in this statute shall prohibit the Commission from taking any actions
otherwise appropriate to enforce public utility compliance with applicable statutes and/or
Commission Rules and Regulations or to order any appropriate remedy for such
noncompliance allowed by law.
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June 5, 2002

VIA E-MAIL
TO: Representative Ronald L. Smith
North Carolina General Assembly
Room 2223, Legislative Building
Raleigh, North Carolina 27601-2808

FROM: Sharon C. Miller, Executive Director
Carolina Utility Customers Association

RE: SB-1078 — Clean Smokestacks Bill
Committee Substitute

Dear Representative Smith:

The Carolina Utility Customers Association, Inc. (“CUCA”) is a trade association that
represents more than 50 of North Carolina manufacturers in electric utility, natural gas, and
telecommunications matters before the North Carolina Utilities Commission. We understand that
a committee substitute for SB-1078, the Clean Smokestacks Bill, will be introduced during the
House Public Utilities Committee meeting scheduled for tomorrow morning, June 6"

We have been advised that legislative staff members are now preparing a committee
substitute for SB-1078. While we have not been privy to a copy of the draft legislation, we have
been an active participant in the bill drafting efforts led by the Governor’s office. Two members
of the legislative staff have also been involved in those efforts, and we understand that the
committee substitute, which will be considered by the House Public Utilities Committee, may
reflect or incorporate some of the proposals discussed and debated in the Governor’s working
group. CUCA has identified serious problems with certain legislative proposals that have been
discussed during the bill drafting meetings, and we want to alert the House Public Utilities
Committee, as well as all members of the General Assembly, about these issues and request the
Committee ensure that these matters are appropriately addressed and corrected in the substitute
bill language for SB-1078.

Please recognize that CUCA’s member companies support clean air and environmental
protection, but not at the expense of exposing ratepayers to billions of dollars of cost without
adequate protections. Our extensive experience in utility rate matters enables us to identify
grievous flaws in proposed legislation that will be injurious to both ratepayers and the State of
North Carolina. Listed below are the major problems that our group identified in legislative
proposals that were debated during the bill drafting meetings:

¢ Distorts the timing of the charges and the cost incurred by the utility

Normally, a utility installs physical plant, identifies its reasonable cost, and then collects the cost
through depreciation and a return on investment. As a result, ratepayers pay only for the utility
plant that is used and useful, and the same ratepayers who pay for the plant are the ones who
receive the benefit from the plant.



e Reverses the normal order of events and requires ratepayers to pay money to the
utility as much as a decade or more before receiving potential benefits

Ratepayers today and ratepayers ten years from now will be two different groups of people.
Businesses today, many of whom are struggling to remain solvent, will be asked to pay now for
the benefits to be bestowed upon their future competitors, assuming that the businesses today are
even able to survive the next decade.

e Creates massive deferred income tax distortions

By allowing the recovery of the cost through a rate freeze and amortization prior to a utility
actually incurring the cost and depreciating the investment for tax purposes, the legislation
creates massive deferred income tax distortions that may be harmful to ratepayers for many years
to come.

e Creates the risk that utilities will “take the money and run”

By allowing a utility to collect billions of dollars now for environmental costs that the utility
expects to incur in the future, the proposed legislation creates the risk of the utility “taking the
money and running” by achieving compliance through: (i) the shutting down of existing coal
plants rather than the addition of scrubbers; or (ii) the transfer of generating assets to a subsidiary
or affiliate -- you should be aware that Duke currently has a petition pending before the Utilities
Commission to transfer all of its generating unit operation and maintenance employees to an
unregulated subsidiary. The restrictions on the Utilities Commission’s ability to engage in
retroactive ratemaking will make it difficult to protect ratepayers if a utility adopts a shut-down
strategy and simply pockets much of the over-earnings.

¢ May create the risk of double-recovery of costs

The proposed legislation may contain a number of exceptions to the proposed cost recovery,
such as exceptions for settlement (with the EPA) or taxation that may allow a utility to double-
recover costs.

e Grossly distorts the amount a utility can recover

Another fundamental problem with the proposed legislation is that it grossly distorts the amount
that a utility can recover for its environmental compliance expenditures because the legislation
allows for recovery through (1) a rate freeze; and (2) a true-up on the basis of an estimate.

No entity other than Duke is privy to a detailed estimate of the amount of money Duke will be
capable of over-earning during the five-year rate freeze. Duke has consistently refused to
provide realistic information to us (and to our knowledge, any other entity), but our estimate is
that during the rate recovery phase, Duke will over-earn by approximately $2 billion when the
time value of earnings is taken into account. The fact that Duke has not had a rate case in more
than a decade, has been accused of improperly allocating costs and revenues to its affiliates, and
is being audited for more than $100 million in accounting irregularities obviously complicates
the task of accurately estimating Duke’s over-earning for any entity other than Duke.
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A true-up mechanism will allow a utility to obtain additional cost recovery based upon an
estimate that is subject to manipulation. For example, if Duke knows that it will be able to true-
up its costs, it can “estimate” environmental compliance to be $1.5 billion when $1.8 billion may
be a more realistic or conservative estimate. If Duke then incurs costs that exceed its estimate,
Duke can collect additional money from ratepayers. While the true-up may seem appropriate
because it will allow Duke to collect the costs of compliance, you cannot forget about the
recovery allowed by the rate freeze.

An example may be helpful. Assume Duke privately estimates that its compliance costs are $1.4
billion to $1.8 billion. Duke convinces the Utilities Commission or the legislature that an
appropriate estimate is $1.5 billion. During the rate recovery period, Duke over-earns $2 billion.
Duke’s total compliance costs by 2014 actually turn out to be $1.8 billion, so Duke uses the true-
up to charge ratepayers an additional $300 million. The net result of the rate freeze and true-up
would be that Duke collects $2.3 billion for compliance equipment that costs only $1.8 billion,
giving Duke a windfall of $500 million without any risk.

This example demonstrates why standard ratemaking practices are fair to both utilities and
ratepayers. Under standards ratemaking practices, Duke would have to incur the cost and then
collect it, ensuring that ratepayers would pay only the $1.8 billion of actual compliance costs.

Other flaws include:

- The deal announced by the Governor was to “protect consumers.” As presently
structured, the proposed legislation fails to achieve that fundamental premise.

- The proposed legislation requires North Carolina citizens to pay the compliance costs
of North Carolina and South Carolina. The South Carolina Governor recently
declined to enact similar restrictions for South Carolina utilities, so North Carolinians
will be unfairly burdened with paying to clean South Carolina’s air. These types of
inequities put North Carolina businesses at a significant competitive disadvantage.

- A rate freeze locks in existing rate distortions between classes of customers and, in
the case of Duke, unfairly burdens industrial customers in a material manner.

As members of the House Public Utilities Committee consider the bill substitute, we ask
that members ensure that the significant flaws identified above be corrected by the Committee.
If these critical issues are ignored, the negative consequences for consumers will be tremendous.

We are confident that Committee members want to hear all the facts before taking a vote
on this crucial legislation. The purpose of legislative committee meetings should be to allow for
full disclosure and deliberations prior to casting votes. We urge the House Public Utilities
Committee to delay hastily voting on this crucial legislation. Please take this opportunity to
correct the flaws that have been identified by impacted parties and ensure that you are voting for
a bill that doesn’t leave consumers vulnerable to increased rates in future years. The ultimate
goal should be to craft a bill that truly secures cleaner air for North Carolina and accomplishes
this in the most efficient and cost-effective manner.
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We urge you not to rush the bill through the process without stepping back and
taking time to consider the full ramifications and potential negative consequences for
. consumers — for the State of North Carolina — unless adequate protections are built into the
Clean Smokestacks legislation.

/scm

cc:  Speaker of the House James Black
President Pro Tem Marc Basnight



Minutes
House Committee on Public Utilities
June 11, 2002

The House Committee on Public Utilities met Tuesday, June 11.
2002 in Room 544 of the Legislative Office Building at 10:00 a.m. The
following members were present: Representative Ronnie Smith, Chair;
Vice-Chairmen McComas and Saunders and Representatives Allred,
Brubaker, Coates, Edwards, Grady, Hurley, Holmes, McCombs and
Rogers. Representatives Cunningham, Dedmon, Earle and Hackney, Ex
Officio Members also attended. A Visitor Registration list is attached
(Attachment V) and made part of the minutes.

The Chair called the meeting to order and introduced the following
pages: Gray Wilson from Mecklenburg County and Kristin Riddle from
Lee County. Committee Counsels Steve Rose and Frank Folger were also
present. Counsel George Givens also attended.

The Chair recognized Representative Drew Saunders to move for
. the adoption of a new Proposed Committee Substitute (PCS 4699-RT-88)

for SB 1078 — A BILL TO BE ENTITLED AN ACT TO IMPROVE AIR
QUALITY IN THE STATE BY IMPOSING CERTAIN FACILITIES THAT
BURN COAL TO GENERATE ELECTRICITY AND TO PROVIDE FOR
RECOVERY BY ELECTRIC UTILITIES OF THE COSTS OF ACHIEVING
COMPLIANCE WITH THOSE LIMITS. Motion carried. The PCS,
summary and Fiscal Analysis Memorandum are attached (Attachments I,
II and III) and made a part of the minutes. '

The Chair recognized George Givens from Research to discuss the
bill. Steve Rose was recognized for his comments. After much
discussion and debate on the bill Representative Saunders moved for an
unfavorable to the original bill and for a favorable to the Proposed
Committee Substitute. The motion carried. The Committee Reports is
attached (Attachment IV) and made a part of the minutes.

The meeting was adjourned at 10:50 a. m.

Respectfully submitted,

‘ RepreSes¥etife Ronnie Smith Ann Jordan
Chair Committee Assistant
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SENATE BILL 1078 :
Agriculture/Environment/Natural Resources Committee Substitute Adopted
4/18/01
PROPOSED HOUSE COMMITTEE SUBSTITUTE S1078-PCS4699-RT-88

Short Title: Improve Air Quality/Electric Utilities. (Public)
Sponsors:
Referred to:
April 5, 2001
A BILL TO BE ENTITLED

AN ACT TO IMPROVE AIR QUALITY IN THE STATE BY IMPOSING LIMITS
ON THE EMISSION OF CERTAIN POLLUTANTS FROM CERTAIN
FACILITIES THAT BURN COAL TO GENERATE ELECTRICITY AND TO
PROVIDE FOR RECOVERY BY ELECTRIC UTILITIES OF THE COSTS OF

- ACHIEVING COMPLIANCE WITH THOSE LIMITS.

The General Assembly of North Carolina enacts:

SECTION 1. Article 21B of Chapter 143 of the General Statutes is amended
by adding a new section to read:

"§ 143-215.107D. Emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2

from certain coal-fired generating units.
(a)  As used in this section: .
(1) 'Coal-fired generating unit' means a coal-fired generating unit, as
defined by 40 Code of Federal Regulations § 96.2 (1 July 2001
Edition), that is located in this State and has the capacity to generate

25 or more megawatts of electricity.

(2) 'Investor-owned public utility' means an investor-owned public utility,
as defined in G.S. 62-3.

(b)  An investor-owned public utility that owns or operates coal-fired generating
units that collectively emitted more than 75,000 tons of oxides of nitrogen (NOx) in
calendar year 2000:

(1)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 35,000 tons of oxides of nitrogen (NOx) in

any calendar year beginning 1 January 2007.
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(2)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 31.000 tons of oxides of nitrogen (NOx) in
any calendar year beginning 1 January 2009.

()  An investor-owned public utility that owns or operates coal-fired generating
units that collectively emitted 75,000 tons or less of oxides of nitrogen (NOXx) in
calendar year 2000 shall not collectively emit from the coal-fired generating units that it
owns or operates more than 25.000 tons of oxides of nitrogen (NOx) in any calendar
year beginning 1 January 2007. :

(d) An investor-owned public utility that owns or onerates coal-fired genera__g
units that collectively emitted more than 225,000 tons of sulfur dioxide (SO2) in
calendar year 2000:

(1)  Shall not collectively emit from the coal-fired generating units that it
owns_or operates more than 150.000 tons of sulfur dioxide (SO2) in

any calendar year beginning 1 January 2009.

(2)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 80.000 tons of sulfur dioxide (SO2) in any

calendar year beginning 1 January 2013.
(¢) An investor-owned public utility that owns or operates coal-fired generatmg
units that collectively emitted 225,000 tons or less of sulfur dioxide (SO2) in calendar

year 2000:

(1)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 100,000 tons of sulfur dioxide (SO2) in

any calendar year beginning 1 January 2009.

(2)  Shall not collectively emit from the coal-fired generating units that it
owns or operates more than 50,000 tons of sulfur dioxide (SO2) in any
calendar year beginning 1 January 2013.

()  Each investor-owned public utility to which this section applies may
determine how it will achieve the collective emissions limitations imposed by this
section. Compliance with the emissions limitations set out in this section does not alter
the obligation of any person to comply with any other federal or State law, regulation,

or rule related to air quality or visibility. This subsection shall not be construed to limit

the authority of the Commission to impose specific limitations on the emission of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) from an individual coal-fired

generating unit owned or operated by an investor-owned public utility.

(g) A coal-fired generating unit that is subject to the collective emissions
limitations set out in this section on 1 July 2002 shall remain subject to the collective
emissions limitations whether or not it thereafter continues to be owned or operated by

an investor-owned public utility.

(h) The Commission shall require that any permit or modified permit issued for a
coal-fired generating unit that is subject to this section include conditions that provide

for testing, monitoring, record keeping, and reporting_adequate to assure compliance

with the requirements of this section.
(i) : The Governor may enter into an agreement with an investor-owned public

 utility under which the investor-owned public utility voluntarily agrees to transfer to the

Page 2 - Senate Bill 1078 S1078-PCS4699-RT-88
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State any emissions allowances acquired or that may be acquired by the investor-owned
public utility pursuant to 42 U.S.C. §§ 7651-76510, as implemented by 40 Code of
Federal Regulations §§ 73.1 through 73.90 (1 July 2001 Edition): 42 U.S.C.
7410(a)(2)(D)(i)(1), as implemented by 40 Code of Federal Regulations § 51.121 (1 Jul
2001 Edition), related federal regulations, and the associated State Implementation Plan;
42 U.S.C. § 7426, as implemented by 40 Code of Federal >deral Regulations § 52.34 (1 July
2001 Edition) and related federal regulations: or any similar program established under
federal law that result from compliance with the emissions limitations set out in this
section. An agreement entered into pursuant to this subsection shall be binding and shall
be enforceable by specific performance, If the Governor enters into an agreement that
provides for the transfer of emissions allowances to the State. the Governor shall file

verified copies of the agreement with the Attorney General, the Secretary of State, the
State Treasurer, the Secretary of Environment and Natural Resources. and the Utilities

Commission. The State Treasurer shall hold all emissions allowances that are
transferred to the State as provided in this subsection in trust for the people of this State
and shall sell, trade, transfer, or otherwise dispose of the emissions allowances only as

the General Assembly shall provide by law.

(1)  An investor-owned public utility that is subject to the emissions limitations

set out in this section shall submit to the Utilities Commission and to the Department on

or before 1 April of each vear a verified statement Dursuant to subsection (i) of G.S.

62-133.6."
SECTION 2. G.S. 143-215.108 reads as rewritten:
"§ 143-215. 108 Control of sources of alr pollutlon, permlts requlred

(a)

psta 4 execep Except as prov1ded in
subsectlons (al) and (a2) of thlS sectlon no person shall do any of the following things
or carry out any of the following activities which contravene or will be likely to
contravene sueh-standards_established pursuant to G.S. 143-215.107 or set out in G.S.

143-215.107D until-er-unless such-that person shall-have-applied—for-and-shall-have
received-has obtained from the Commission a permit therefor and shall-have—has

complied with such-conditions;-if-any;-as-are-preseribed-by-sueh-any conditions of this

permit:

(1)  Establish or operate any air contaminant source;

(2)  Build, erect, use or operate any equipment which may result in the
emission of air contaminants or which is likely to cause air pollution;

(3)  Alter or change the construction or method of operation of any
equipment or process from which air contaminants are or may be
emitted;

(4) Enter into an irrevocable contract for the construction and installation
of any air-cleaning device, or allow or cause such device to be
constructed, installed, or operated.

(al) The Commission may by rule establish procedures that meet the requirements
of section 502(b)(10) of Title V (42 U.S.C. § 7661a(b)(10)) and 40 Code of Federal

S1078-PCS4699-RT-88 . Senate Bill 1078 Page 3
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Regulations § 70.4(b)(12) (1 July 1993 Edition) to allow a permittee to make changes
within a permitted facility without requiring a revision of the permit.

(a2) The Commission may adopt rules that provide for a minor modification of a
permit. At a minimum, rules that provide for a minor modification of a permit shall
meet the requirements of 40 Code of Federal Regulations § 70.7(e}(2) (1 July 1993
Edition). If the Commission adopts rules that provide for a minor modification of a
permit, a permittee shall not make a change in the permitted facility while the
application for the minor modification is under review unless the change is authorized
under the rules adopted by the Commission. :

(b)  The Commission shall act upon all applications for permits so as to effectuate
the purpese-purposes of this seetion—Article by reducing existing air pollution and
preventing, so far as reasonably possible, any increased pollution of the air from any
additional or enlarged sources.

(¢)  The Commission shall have the power:

(1)  To grant and renew a permit with sueh-any conditions attached as-that
the Commission believes necessary to achieve the purposes of this
seetion—Article or the requirements of the Clean Air Act and
implementing regulations adopted by the United States Environmental
Protection Agency;

SECTION 3. G.S. 143-215.107(a)(8) reads as rewritten:

"(8) To develop and adopt standards and plans necessary to implement
programs to control acid deposition and to regulate the use of sulfur
dioxide (SO2) allowances and nitrogen—oxides of nitrogen (NOx)
emissions in accordance with Title IV and implementing regulations
adopted by the United States Environmental Protection Agency."

SECTION 4. G.S. 143-215.114A(a) reads as rewritten:

"(a) A civil penalty of not more than ten thousand dollars ($10,000) may be
assessed by the Secretary against any person who:

(1)  Violates any classification, standard or limitation established pursuant
to 6-S—143-215-10%G.S. 143-215.107.

(2)  Is required but fails to apply for or to secure a permit required by G.S.
143-215.108 or who violates or fails to act in accordance with the
terms, conditions, or requirements of such permit;permit.

(3) Violates or fails to act in accordance with the terms, conditions, or
requirements of any special order or other appropriate document issued
pursuant to 6-5—343-215-118;G.S. 143-215.110.

i+ (4) Fails to file, submit, or make available, as the case may be, any
documents, data or reports required by this Article or Parts 1 or 7 of

Article 21 of this Chapter;Chapter.
(5) Violates a rule of the Commission or a local governing body

implementing this Article or Parts 1 or 7 of Artiele-24;Article 21.
~(6) Violates the offenses set out in G.S. 143-215.114B.
(7) Violates the emissions limitations set out in G.S. 143-215.107D."

Page 4 Senate Bill 1078 S1078-PCS4699-RT-88
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) SECTION S. G.S. 143-215-114A is amended by adding a new subsection to
read: '

"(bl) The Secretary may assess a civil penalty of not more than ten thousand
dollars ($10.000) per day for a violation of the emissions limitations set out in G.S.
143-215.107D as provided in this subsection. If at the end of any calendar vear. an
investor-owned public utility has violated an emissions limitation set out in G.S. 143-
215.107D, the violation shall be considered to be continuous from the day that the
collective emissions first exceeded the emissions limitation set out in G.S.
143-215.107D through the end of the calendar year and the Secretary may assess a

separate civil penalty for each day."
SECTION 6. G.S. 143-215.114B(f) reads as rewritten:

"(f)  Any person who negligently violates any classification, standard or limitation
established pursuant to G-5—43-245107:-G.S. 143-215.107 or by G.S. 143-215.107D
any term, condition, or requirement of a permit issued pursuant to G.S. 143-215.108 or
of a special order or other appropriate document issued pursuant to G.S. 143-215.110 or
any rule of the Commission implementing any of the said section, shall be guilty of a
Class 2 misdemeanor which may include a fine not to exceed fifteen thousand dollars

. (815,000) per day of violation, provided that such fine shall not exceed a cumulative

total of two hundred thousand dollars ($200,000) for each period of 30 days during
which a violation continues."

SECTION 7. G.S. 143-215.114B(g) reads as rewritten:

"(8) Any person who knowingly and willfully violates any classification, standard,
or limitation established in the rules of the Commission pursuant to G-S—43-215107-ef
G.S. 143-215.107; the emissions limitations set out in G.S. 143-215.107D; any term,
condition, or requirement of a permit issued pursuant to G-S—143-245-108-G.S.
143-215.108: or of a special order or other appropriate document issued pursuant to
G.S. 143-215.110, shall be guilty of a Class H felony, which may include a fine not to
exceed one hundred thousand dollars ($100,000) per day of violation, provided that this
fine shall not exceed a cumulative total of five hundred thousand dollars ($500,000) for
each period of 30 days during which a violation continues. For the purposes of this
subsection, the phrase "knowingly and willfully" shall mean intentionally and
consciously as the courts of this State, according to the principles of common law,
interpret the phrase in the light of reason and experience."

SECTION 8. G.S. 143-215.114B(h)(1) reads as rewritten:

"(1) Any person who knowingly violates any classification, standard, or
limitation established in the rules of the Commission pursuant to G-S-
143-215107-er G.S. 143-215.107; the emissions limitations set out in
G.S. 143-215.107D; any term, condition, or requirement of a permit
issued pursuant to G-5—143-215-108-G.S. 143-215.108; or of a special
order or other appropriate document issued pursuant to G.S.
143-215.110 and who knows at that time that he thereby places
another person in imminent danger of death or serious bodily injury
shall be guilty of a Class C felony, which may include a fine not to
exceed two hundred fifty thousand dollars ($250,000) per day of

S1078-PCS4699-RT-88 Senate Bill 1078 Page 5



0 2O\ b W —

ﬁ.t;.l:..hAuuuuwuuuwuNNMNNNNNNN_—-.—-._..-._..—._.._.._.
W N= OV~ WNbEdBWHN=OWVO-IANAWMAWNOWVOE-2O0OWoHE WN=OO

GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001

Page 6

violation, provided that this fine shall not exceed a cumulative total of
one million dollars ($1,000,000) for each period of 30 days during
which a violation continues."

SECTION 9. Article 7 of Chapter 62 of the General Statutes is amended by
adding a new section to read:

"§ 62-133.6. Environmental compliance costs recovery.

(a)  Asused in this section:

(1))

‘Coal-fired generating unit' means a coal-fired generating unit, as
defined by 40 Code of Federal Regulations § 96.2 (1 July 2001
Edition), that is located in this State and has the capacity to generate
25 or more megawatts of electricity.

'Environmental compliance costs' means only those capital costs
incurred by an investor-owned public utility to comply with the
emissions limitations set out in G.S. 143-215.107D that exceed the
costs required to comply with 42 U.S.C. § 7410(a)(2)(D)(i)(I), as
implemented by 40 Code of Federal Regulations § 51.121 (1 July 2001
Edition), related federal regulations, and the associated State or
Federal Implementation Plan, or with 42 U.S.C. § 7426, as
implemented by 40 Code of Federal Regulations § 52.34 (1 July 2001
Edition) and related federal regulations. The term ‘environmental
compliance costs' does not include:

a. Costs _required to comply with a final order or judgment

rendered by a state or federal court under which an investor-
owned public utility is found liable for a failure to comply with
any federal or state law, rule. or regulation for the protection of
the environment or public health.

The net increase in costs, above those proposed by the investor-
owned public utility as part of its plan to achieve compliance

with the emissions limitations set out in G.S. 143-215.107D,
that are necessary to comply with a settlement agreement,

consent decree, or similar resolution of litigation arising from
any alleged failure to comply with any federal or state law. rule,

or regulation for the protection of the environment or public
health.

Any criminal or civil fine or penalty, including court costs
imposed or assessed for a violation by an investor-owned public
utility of any federal or state law, rule. or regulation for the
protection of the environment or public health.

The net increase in costs, above those proposed by the investor-
owned public utility as part of its plan to achieve the emissions
limitations set out in G.S. 143-215.107D, that are necessary to
comply with any limitation on emissions of oxides of nitrogen
(NOx) or_sulfur dioxide (SO2) that are imposed on an
individual coal-fired generating unit by the Environmental

|
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Management Commission or the Department of Environment

and Natural Resources to address any nonattainment of an air

quality standard in any area of the State.
(3) 'Investor-owned public utility' means an investor-owned public utility,
as defined in G.S. 62-3.

(b) The investor-owned public utilities shall be allowed to accelerate the cost
recovery of their estimated environmental compliance costs over a seven-year period,
beginning 1 January 2003 and ending 31 December 2009. For purposes of this
subsection, an investor-owned public utility subiject to the provisions of subsections (b)
and (d) of G.S. 143-215.107D shall amortize environmental compliance costs in the
amount of one billion five hundred million dollars ($1,500,000,000) and an_investor-
owned public utility subject to the provisions of subsections (c) and (e) of G.S.
143-215.107D shall amortize environmental compliance costs in the amount of eight
bundred thirteen million dollars ($813.000.000). During the rate freeze period
established in subsection (e) of this section, the investor-owned public utilities shall. at a
minimum, recover through amortization seventy percent (70%) of the environmental
compliance costs set out in this subsection. The maximum amount for each investor-
owned public utility's annual accelerated cost recovery during the rate freeze period
shall not exceed one hundred fifty percent (150%) of the annual levelized environmental
compliance costs set out in this subsection. The amounts to be amortized pursuant to

'this subsection are estimates of the environmental compliance costs that may be

adjusted as provided in this section. The General Assembly makes no judgment as to
whether the actual environmental compliance costs will be greater than, less than, or
equal to these estimated amounts. These estimated amounts do not define or limit the
scope_of the expenditures that may be necessary to comply with the emissions
limitations set out in G.S. 143-215.107D.

(¢) The investor-owned public utilities shall file their compliance plans,
including initial cost estimates, with the Commission and the Department of
Environment and Natural Resources not later than 10 days after the date on which this
section becomes effective. The Commission shall consult with the Secretary of
Environment and Natural Resources and shall consider the advice of the Secretary as to
whether an investor-owned public utility's proposed compliance plan is adequate to
achieve the emissions limitations set out in G.S. 143-215.107D.

(d) Subject to the provisions of subsection (f) of this section, the Commission
shall hold a hearing to review the environmental compliance costs set out in subsection
(b) of this section. The Commission may modify and revise those costs as necessary to
ensure that they are just, reasonable., and prudent based on the most recent cost
information available and determine the annual cost recovery amounts that each
investor-owned public utility shall be required to record and recover during calendar

years 2008 and 2009. In making its decisions pursuant to this subsection, the

Commission shall consult with the Secretary of Environment and Natural Resources to

receive advice as to whether the investor-owned public utility's actual and proposed

modifications_and permitting and construction schedule are adequate to achieve the

S1078-PCS4699-RT-88 Senate Bill 1078 Page 7
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emissions limitations set out in G.S. 143-215.107D. The Commission shall issue an

order pursuant to this subsection no later than 31 December 2007.

() Notwithstanding G.S. 62-130(d) and G.S. 62-136(a), the base rates of the
investor-owned public utilities shall remain unchanged from the date on which this
section becomes effective through 31 December 2007. The Commission may, however,
consistent with the public interest:

(1) Allow adjustments to base rates, or deferral of costs or revenues, due
to one or more of the following conditions occurring during the rate
freeze period:

a. Governmental action resulting in significant cost reductions or
requiring major expenditures including, but not limited to, the
cost of compliance with any law, regulation, or rule for the
protection of the environment or public health, other than

environmental compliance costs.
Major expenditures to restore or replace property damaged or

destroyed by force majeure.
A severe threat to the financial stability of the investor-owned

public utility resulting from other extraordinary causes beyond
the reasonable control of the investor-owned public utility.

The investor-owned public utility persistently earns a return
substantially in excess of the rate of return established and
found reasonable by the Commission in the investor-owned

public utility's last general rate case.

(2) Approve any reduction in a rate or rates applicable to a customer or
class of customers during the rate freeze period, if requested to do so

by an investor-owned public utility that is subject to the emissions

limitations set out in G.S. 143-215.107D. '
() In any general rate case initiated to adjust base rates effective on or after 1
January 2008, the investor-owned public utility shall be allowed to recover its actual

environmental compliance costs in accordance with Article 7 of this Chapter less the
cumulative amount of accelerated cost recovery recorded pursuant to subsection (b) of

this section.

(g) Consistent with the public interest, the Commission is authorized to approve
proposals submitted by an investor-owned public utility to implement optional,
market-based rates and services, provided the proposal does not increase base rates
during the period of time referred to in subsection (€) of this section.

(h)  Nothing in this section shall prohibit the Commission from taking any actions

otherwise appropriate to _enforce investor-owned public utility compliance with

applicable statutes or Commission rules or to order any appropriate remedy for such

noncompliance allowed by law.

(i)  An investor-owned public utility that is subject to_the emissions limitations
set out in G.S. 143-215.107D shall submit to the Commission and to the Department of
Environment and Natural Resources on or before 1 April of each year a verified

statement that contains all of the following:
Page 8 Senate Bill 1078 S1078-PCS4699-RT-88
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1 (1) A detailed report on the investor-owned public utility's plans for
' 2 meeting the emissions limitations set out in G.S. 143-215.107D.
3 (2) The actual environmental compliance costs incurred by the investor-
N 4 owned public utility in the previous calendar vear. including a
\ 5 description of the construction undertaken and completed during that
6 year.
' 7 (3) The amount of the investor-owned public utility's environmental
8 compliance costs amortized in the previous calendar year.
9 (4) An estimate of the investor-owned public utility's environmental
10 compliance costs and the basis for any revisions of those estimates
11 when compared to the estimates submitted during the previous year.
12 (5) A description of all permits required in order to comply with the
13 provisions of G.S. 143-215.107D for which the investor-owned public
14 utility has applied and the status of those permits or permit
15 applications.
16 (6) A description of the construction related to compliance with the
17 provisions of G.S. 143-215.107D that is anticipated during the
18 following vyear,
19 (1) A description of the applications for permits required in order to
20 comply with the provisions of G.S. 143-215.107D that are anticipated
21 during the following vear.
.22 (8) The results of equipment testing related to compliance with G.S.
23 143-215.107D.
24 (9)  The number of tons of oxides of nitrogen (NOx) and sulfur dioxide
25 ' (SO2) emitted during the previous calendar year from the coal-fired
26 generating units that are subject to the emissions limitations set out in
27 G.S. 143-215.107D.
28 (10) The emissions allowances described in G.S. 143-215.107D(i) that are
29 acquired by the investor-owned public utility that result from
30 compliance with the emissions limitations set out in G.S.
31 143-215.107D. -
32 (11) Any other information requested by the Commission or the
33 Department of Environment and Natural Resources.
34 () The Secretary shall review the information submitted pursuant to subsection

35 (i) of this section and determine whether the investor-owned public utility's actual and

36 proposed modifications and permitting and construction schedule are adequate to

37 achieve the emissions limitations set out in G.S. 143-215.107D and shall advise the

“ 38 Commission as to the Secretary's findings and recommendations.
v 39 (k) Any information, advice, findings, recommendations, or determinations

. 40 provided by the Secretary pursuant to this section shall not constitute a final agency
. 41  decision within the meaning of Chapter 150B of the General Statutes and shall not be

‘4:2 subject to review under that Chapter."

3 - SECTION 10. It is the intent of the General Assembly that the State use all
44  available resources and means, including negotiation, participation in interstate

S1078-PCS4699-RT-88 Senate Bill 1078 Page 9
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compacts and multistate and interagency agreements, petitions pursuant to 42 U.S.C. §
7426, and litigation to induce other states and entities, including the Tennessee Valley
Authority, to achieve reductions in emissions of oxides of nitrogen (NOx) and sulfur
dioxide (SO2) comparable to those required by G.S. 143-215.107D, as enacted by
Section 1 of this act, on a comparable schedule. The State shall give particular attention
to those states and other entities whose emissions negatively impact air quality in North
Carolina or whose failure to achieve comparable reductions would place the economy of
North Carolina at a competitive disadvantage.

SECTION 11. The Environmental Management Commission shall study the
desirability of requiring and the feasibility of obtaining reductions in emissions of
oxides of nitrogen (NOx) and sulfur dioxide (SO2) beyond those required by G.S.
143-215.107D, as enacted by Section 1 of this act. The Environmental Management
Commission shall consider the availability of emissions reduction technologies,
increased cost to consumers of electric power, reliability of electric power supply,
actions to reduce emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) taken
by states and other entities whose emissions negatively impact air quality in North
Carolina or whose failure to achieve comparable reductions would place the economy of
North Carolina at a competitive disadvantage, and the effects that these reductions
would have on public health, the environment, and natural resources, including
visibility. In its conduct of this study, the Environmental Management Commission

‘may consult with the Utilities Commission and the Public Staff. The Environmental

Management Commission shall report its findings and recommendations to the General
Assembly and the Environmental Review Commission annually beginning 1 September
2005.

SECTION 12. The General Assembly anticipates that measures
implemented to achieve the reductions in emissions of oxides of nitrogen (NOx) and
sulfur dioxide (SO2) required by G.S. 143-215.107D, as enacted by Section 1 of this

~ act, will also result in significant reductions in the emissions of mercury from coal-fired

generating units. The Division of Air Quality of the Department of Environment and
Natural Resources shall study issues related to monitoring emissions of mercury and the
development and implementation of standards and plans to implement programs to
control emissions of mercury from coal-fired generating units. The Division shall
evaluate available control technologies and shall estimate the benefits and costs of
alternative strategies to reduce emissions of mercury. The Division shall annually
report its interim findings and recommendations to the Environmental Management
Commission and the Environmental Review Commission beginning 1 September 2003.
The Division shall report its final findings and recommendations to the Environmental
Management Commission and the Environmental Review Commission no later than 1
September 2005. The costs of implementing any air quality standards and plans to
reduce the emission of mercury from coal-fired generating units below the standards in
effect on the date this act becomes effective, except to the extent that the emission of
mercury is reduced as a result of the reductions in the emissions of oxides of nitrogen
(NOx) and sulfur dioxide (SO2) required to achieve the emissions limitations set out in

Page 10 Senate Bill 1078 S1078-PCS4699-RT-88
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G.S. 143-215.107D, as enacted by Section 1 of this act, shall not be recoverable
pursuant to G.S. 62-133.6, as enacted by Section 9 of this act.

SECTION 13. The Division of Air Quality of the Department of
Environment and Natural Resources shall study issues related to the development and
implementation of standards and plans to implement programs to control emissions of
carbon dioxide (CO2) from coal-fired generating units and other stationary sources of
air pollution. The Division shall evaluate available control technologies and shall
estimate the benefits and costs of alternative strategies to reduce emissions of carbon
dioxide (CO2). The Division shall annually report its interim findings and
recommendations to the Environmental Management Commission and the
Environmental Review Commission beginning 1 September 2003. The Division shall
report its final findings and recommendations to the Environmental Management
Commission and the Environmental Review Commission no later than 1 September
2005. The costs of implementing any air quality standards and plans to reduce the
emission of carbon dioxide (CO2) from coal-fired generating units below the standards
in effect on the date this act becomes effective, except to the extent that the emission of
carbon dioxide (CO2) is reduced as a result of the reductions in the emissions of oxides
of nitrogen (NOx) and sulfur dioxide (SO2) required to achieve the emissions
limitations set out in G.S. 143-215.107D, as enacted by Section 1 of this act, shall not
be recoverable pursuant to G.S. 62-133.6, as enacted by Section 9 of this act.

SECTION 14. On or before 1 June of each year, the Department of
Environment and Natural Resources and the Utilities Commission shall report on the
implementation of this act to the Environmental Review Commission and the Joint
Legislative Utility Review Committee. The first report required by this section shall be
submitted no later than 1 June 2003.

SECTION 15. If any section or provision of this act is declared
unconstitutional or invalid by the courts, the unconstitutional or invalid section or
provision does not affect the validity of this act as a whole or any part of this act other
than the part declared to be unconstitutional or invalid.

SECTION 16. This act is effective when it becomes law except that G.S.
143-215.107D(i), as enacted by Section 1 of this act, is effective retroactively to 1 June
2002.

S1078-PCS4699-RT-88 Senate Bill 1078 Page 11
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Improve Air Quality/Electric Utilities

BILL ANALYSIS
Committee: House Public Utilities Introduced by: Senator Metcalf
Date: June 11, 2002 Summary by: Frank Folger,

Version: Proposed Committee Substitute Committee Counsel
S1078-PCS4699-RT-88 Jeff Hudson,
Staff Attorney

SUMMARY: The Proposed Committee Substitute for Senate Bill 1078 (PCS) establishes limits on
emissions of oxides of nitrogen (NOx) and sulfur dioxide (SO2) from large-scale, coal-fired generating

units owned or operated by investor-owned public utilities in the State.

The PCS also provides a

timetable for complying with the emissions limitations as well as a mechanism by which the investor-
owned public utilities would amortize their estimated environmental compliance costs over seven (7)
years with a rate freeze for the first five (5) years.

BILL ANALYSIS:

EMISSIONS LIMITATIONS

Section 1 establishes annual limits on the collective emissions of oxides of nitrogen (NOx) and sulfur
dioxide (SO2) from coal-fired generating units that are located in North Carolina, have an individual
generation capacity of 25 or more megawatts of electricity, and are owned by investor-owned public

utilities.

The following tables outline the annual limits on the collective emissions that will be required of the coal-
fired generating units owned and operated by the two investor-owned public utilities subject to the
emissions limitations, Duke Energy and Progress Energy. (The total emissions limitations outlined below
are the same as those found in the First and Second Editions of Senate Bill 1078.)

Duke Energy

Pollutant ..|:2000 Emissions - . 2007 Emnssnons -1 2009 Emi"s's_ilqns‘, |2013 Emnssnons

Ox1des of N1trogen More than 75, 000 No more than No more than | No more than

(NOx) tons 35,000 tons 31,000 tons 31,000 tons

Sulfur Dioxide | More than 225,000 | Not Specified No more than |No more than

(SO2) tons 150,000 tons 80,000 tons

Progress Energy

Pollutant 2000 Emissions ' | 2007 Emissions | 2009 Emlssnons ~ |2013 Emissjons .-

Ox1des of Nltrogen 75,000 tons or less | No more  than No more than No more than

(NOx) 25,000 tons 25,000 tons 25,000 tons
Dioxide | 225,000 tons or | Not specified No more than|{No more than

less 100,000 tons 50,000 tons

Sulfur
(S02)

Legislative Services Office

North Carolina General Assembly

Research Division, 733-2578
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Section 1 also provides that: .
e Duke Energy and Progress Energy may determine how to comply with the emissions limitations.
They must also comply with other State and federal air quality laws, including any specific
limitations on emissions of NOx and SO2 from individual coal-fired generating units adopted by
the Environmental Management Commission (EMC).

e A coal-fired generating unit that is subject to the emissions limitations as of July 1, 2002 shall
remain subject to the limitations regardless of any future transfer of ownership or operation.-

e The EMC shall require testing, monitoring, record keeping, and reporting adequate to assure
compliance with the emissions limitations.

e The Governor may enter into an agreement with Duke Energy or Progress Energy under which
either of the utilities may transfer to the State any emissions allowances acquired as a result of
complying with the emission limitations. Such agreement shall be filed with the Attorney
General, the Secretary of State, the State Treasurer, the Secretary of Environment and Natural
Resources (Secretary), and the Utilities Commission (Commission). The State Treasurer will hold
the emissions allowances in trust for the people of the State and may transfer them only as
authorized by the General Assembly. (Effective retroactively to June 1, 2002)

o Duke Energy and Progress Energy shall report to the Commission and the Department
Environment and Natural Resources (Department) on or before April 1 of each year on plans and
activities necessary to comply with the emissions limitations.

Sections 2 and 3 make technical and conforming changes.

ENFORCEMENT PROVISIONS

Sections 4 and 5 add violations of the emissions limitations to the list of air quality violations for which
the Secretary may assess a civil penalty of not more than ten thousand dollars (§10,000). These sections
also provide that a violation of an emissions limitation is considered to be continuous from the day the
emissions limitation was first exceeded through the end of the calendar year and the Secretary may assess
a separate civil penalty for each day.

Section 6 adds negligent violation of the emissions limitations to the list of air quality violations for
which a person may be found guilty of a Class 2 misdemeanor. A person found guilty under this
provision may also be subject to a fine not to exceed fifteen thousand dollars ($15,000) per day of
violation, which may not exceed a cumulative total of two hundred thousand dollars ($200,000) for each
30-day period of continuing violation.

Section 7 adds knowing and willful violation of the emissions limitations to the list of air quality
violations for which a person may be found guilty of a Class H felony. A person found guilty under this
provision may also be subject to a fine not to exceed one hundred thousand dollars ($100,000) per day of
violation, which may not exceed a cumulative total of five hundred thousand dollars (8500,000) for each
30-day period of continuing violation.

Section 8 adds knowing violation of the emissions limitations that places another person in imminent
danger of death or serious bodily injury to the list of air quality violations for which a person may be
found guilty of a Class C felony. A person found guilty under this provision may also be subject to a fine

not to exceed two hundred fifty thousand dollars ($250,000) per day of violation, which may not exceed a‘
cumulative total of one million dollars ($1,000,000) for each 30-day period of continuing violation.

Legislative Services Office North Carolina General Assembly Research Division, 733-2578
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‘COST RECOVERY
Section 9 provides for cost recovery of expenditures incurred by the investor-owned public utilities in
meeting the emissions limits in the act, with the following key provisions:

It allows the investor-owned public utilities to accelerate their recovery of estimated
environmental compliance costs over 7 years. Duke Energy must amortize $1.5 billion and
Progress Energy must amortize $813 million. Environmental compliance costs are those capital
costs incurred to comply with the emissions limitations that exceed the costs required to comply
with federal air quality laws. Environmental compliance costs do not include:

o Costs required to comply with a state or federal court order or judgment under which an
investor-owned public utility is found liable for failure to comply with state or federal
environmental law.

o The net increase in costs, above those proposed by an investor-owned public utility to
comply with the emissions limitations, that are necessary to comply with a settlement
agreement, consent decree, or similar resolution of litigation arising from any alleged
failure to comply with state or federal environmental law.

o Any criminal or civil penalty, including court costs, imposed on an investor-owned public
utility for violation of state or federal environmental law.

o The net increase in costs, above those proposed by an investor-owned public utility to
comply with the emissions limitations, that are necessary to comply with any limitation on
emissions of NOx of SO2 that is imposed on an individual coal-fired generating unit by the
EMC or the Department to address nonattainment of air quality standards.

It establishes a rate freeze period through December 31, 2007. During this period, Duke Energy
and Progress Energy must each amortize 70% or more of their environmental compliance costs.
During the freeze, the Commission may allow adjustment of base rates or deferral of costs or
revenues, upon the happening of one or more of the following:

o Governmental action leading to significantly reduced costs or major expenditures for the
investor-owned public utility (other than those in the act).

o Major expenditures incurred in restoring or replacing investor-owned public utility

- property damaged by force majeure.

o Severe threat to an investor-owned public utility's financial stability resulting from
extraordinary causes beyond the utility's control.

o Investor-owned public utility earnings persistently and substantially exceeding the
established rate of return for the utility.

Not later than 10 days after this act becomes effective, the investor-owned public utilities must
submit a compliance plan, including initial cost estimates, to the Commission and the Department.
The Commission will consult with the Secretary as to whether the proposed compliance plans are
adequate to achieve the emissions limitations.

The Commission shall hold a hearing to review the environmental compliance costs of each
investor-owned public utility; revise and modify them to ensure they are just, reasonable, and
prudent based on the most recent information available; and determine the annual cost recovery
amounts for each investor-owned public utility in 2008 and 2009. The Commission will consult
with the Secretary as to whether the actual and proposed activities of the investor-owned public
utilities are adequate to achieve the emissions limitations. The Commission will issue an order
based on its review and determination no later than December 31, 2007.

Legislative Services Office North Carolina General Assembly Research Division, 733-2578
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e In any general rate case initiated to adjust base rates effective after January 1, 2008, an investor-
owned public utility can recover the costs it has actually expended to comply with the emissions‘
limits less the total amount of accelerated cost recovery it recorded.

e Upon request by an investor-owned public utility, the Commission may approve lower rates for a
customer or class of customers and may also approve optional market-based rates and services that
do not increase base rates.

e The Commission may exercise any appropriate enforcement actions or order remedies for
noncompliance.

e Duke Energy and Progress Energy shall report to the Commission and the Department on or
before April 1 of each year on plans and activities necessary to comply with the emissions
limitations. The Secretary may review the information submitted in this report as to whether the
actual and proposed activities of the investor-owned public utilities are adequate to achieve the
emissions limitations.

OTHER AIR QUALITY ACTIVITIES, STUDIES, AND REPORTS

Section 10 provides that it is the intent of the General Assembly to use all available resources and means
to induce other states and entities to achieve emissions reductions comparable to those required by this
act.

Section 11 directs the EMC to study the desirability and feasibility of obtaining reductions in emissions
of NOx and SO2 beyond those required by this act. The EMC will report its findings and
recommendations to the General Assembly and the Environmental Review Commission (ERC) annually
beginning September 1, 2005.

Section 12 directs the Division of Air Quality of the Department (DAQ) to study issues related to
monitoring and controlling emissions of mercury from coal-fired generating units. DAQ will annually
report its interim findings and recommendations to the EMC and the ERC beginning September 1, 2003
and will report its final findings and recommendations to the EMC and the ERC no later than September
1, 2005. Any costs of complying with future limits on emissions of mercury not associated with this act
will not be recoverable as environmental compliance costs under this act.

Section 13 directs DAQ to study issues related to monitoring and controlling emissions of carbon dioxide
(CO2) from coal-fired generating units and other stationary sources. DAQ will annually report its interim
findings and recommendations to the EMC and the ERC beginning September 1, 2003 and will report its
final findings and recommendations to the EMC and the ERC no later than September 1, 2005. Any costs
of complying with future limits on emissions of CO2 not associated with this act will not be recoverable
as environmental compliance costs under this act.

Section 14 requires the Department and the Commission to report on or before June 1 of each year to the
ERC and the Joint Legislative Utility Review Commission on implementation of this act.

MISCELLANEQOUS PROVISIONS

Section 15 provides that if any portion of this act is found to be unconstitutional or invalid, the other
portions of this act remains valid.

Section 16 provides that, except as otherwise provided, the act is effective when it becomes law.

Steve Rose, Committee Counsel, and George Givens, Principal Legislative Analyst, contributed to the.
preparation of this summary.

Legislative Services Office North Carolina General Assembly Research Division, 733-2578



North Carolina Coal-Fired Electrical Generating

Facilities Subject to SB 1078
o
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Facility (Megawatt) SO, NOXx
Asheville 414 20,181 5,925
Belews Creek 2,160 72,329 34,555
Buck 370 10,245 . 4,208
Cape Fear 329 12,651 = 4,361
Cliffside 781 29,139 9,437
Dan River 290 5,833 2,574
Allen 1,155 34,059 13,054 )
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Data Reported per Title IV of Federal Clean Air Act

June 10, 2002




Section—by-Section Summary of Changes to S1078-PCS4693-RT-86
to Produce S1078-PCS4699-RT-88
(10 June 2002)

(Page and line number references are to S1078-PCS4699-RT-88)

Section 1

Changed wording in emissions allowance provisions of subsection (i) of G.S.
143-215.107D from that of "charitable donation" to that of "transfer", and added
Secretary of Environment and Natural Resources and the Utilities Commissions
as filing recipients of any verified agreement between the Governor and investor-
owned public utilities regarding emissions allowances. (p. 3, 1. 1-15).

Made conforming change regarding the annual reporting date in subsection (j) of
G.S. 143-215.107D, from "1 August" to "1 April". (1 April is the new proposed
annual reporting date in subsection (i) of G.S. 62-133.6) (p. 3, 1. 20)

Section 2

Made technical change by replacing the words "by" with "set out in" before "G.S.
143-215.107D". (p. 3, 1. 28)

Section 9 (References to subsections, unless stated otherwise, are to subsections in G.S.
62-133.6)

In subsection (a) (the Definitions Subsection), added the qualifier "(1 July 2001
Edition)" immediately following each reference to the Code of Federal
Regulations within the definition of "environmental compliance costs". (p. 6, L.
16,17, 19, and 20)
In subsection (b) (the 7-Year Amortization Subsection),:
o Changed "set pursuant to" to "set out in". (p. 7, 1. 17)
o Added "set out in this subsection." after the phrase "environmental
compliance costs." (p. 7, 1. 20)
In subsection (c) (the 10-Day Compliance Plan Subsection), clarified the
provision by replacing the word "modification" to "compliance plan" after the
word " proposed" and before the word "is". (p. 7, 1. 32)
In subsection (d) (the 2007 Review Subsection), changed the words "established
by" to "set out in" after the phrase "environmental compliance costs" and before
the word "subsection". (p. 7, 1. 35)
In subdivision (1) of subsection (e) (the Rate Freeze Subsection), added a comma
after the word "revenues" and before the word "due". (p. 8, 1. 7)
In subdivision (2) of subsection (e), added the phrase "that is" after the word
"utility" and before the word "subject". (p. 8, 1. 26)
In subsection (i) (the Annual Reporting Subsection),:
o Added the word "calendar" after the word "previous" and before the word
"year" in subdivisions (2), (3), and (9). (p. 9, 1. 4, 8, and 25)
o Added the phrase "that are" after the word "units" and before the word
"subject”. (p. 9, 1. 26)
In subsection (j), changed "may" to "shalil" in two places. (p. 9, 1. 34 and 37)

Section 16

Added language to provide that G.S. 143-215.107D(i) is effective retroactively on
1 June 2002.(p. 11, 1. 30 through 32)
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‘ Section—by-Section Summary of June 7, 2002 Changes to S1078-CSRT-86[v.12]

to Produce S1078-CSRT-86 [v.14]

Section 1:

Inserted "testing" between the words "'for" and "monitoring” in subsection (h) of
G.S. 143-215.107D. (p. 2, 1. 41)

Rewrote the provisions on emissions allowances in subsection (i) of G.S. 143-
215.107D. (p. 2,1. 43 —p. 3, 1. 16)

Removed annual reporting provision in subsection (j) of G.S. 143-215.107D
which is duplicated in subsection (i) of G.S. 62-133.6, and replaced it with cross-
reference to that subsection. (p. 3, 1. 17 - 20)

Section 9: (All references to subsections in Section 9, unless otherwise noted, are to

subsections in G.S. 62-133.6)
Changed "G.S. 62-133" to "G.S. 62-133.6" in the title language ( p. 6, 1. 5)
Alphabetized definitions in subsection (a). (p. 6,1. 6 —p. 7, 1. 4)
Rewrote the settlement agreement exclusion from environmental compliance
costs in subsection (a) so that is now found in sub-subdivision (ii) of subdivision
(2) in subsection (a). (p. 6, 1. 25 -32)
Fixed dollar amounts in subsection (a) to proper statutory wording (p. 7, 1. 10, 12,
and 13)
Consolidated portions of subsection (c) and (h) and reworded language for clarity
to create new subsection (c). New subsection (c) is now the "10 Day Compliance
Plan" subsection and contains all its relevant provisions. (p. 7, 1. 26 — 32)
Reorganized the provisions regarding the "2007 Review" into a new subsection
(d) and rewrote it for clarity, adding the phrase "actual and" before the word
"proposed"”. (p. 7, 1. 33 — 44)
Reorganized new section (e) (Rate Freeze Subsection). (p. 8,1. 1 —25)
Rewrote subsection (i) (Annual Reporting Subsection):
o Made conforming change regarding statutory reference;
o Replaced reference to "1 August" with "1 April";
o Amended various sub-subsections to narrow reporting requirements to
details relevant to the provisions of the act (changes to sub-subsections
(5), (6), (7), (9), and (10));
o Removed "amount of" from sub-subsection (10) for clarity. (p. 8, 1. 39 —p.
9,1.29).
Added a subsection at the end of 62-133.6, subsection (j), which states: "The
Secretary may review the information submitted pursuant to subsection (i) [the
Annual Reporting Subsection] of this section and determine whether the investor-
owned public utility's actual and proposed modifications and permitting and
construction schedule are adequate to achieve the emissions limitations set out in
G.S. 143-215.107D and may advise the Commission as to the Secretary's findings
and recommendations.” (p. 9, 1. 30 —34)
Created a new subsection (k) to provide: "Any information, advice, findings,
recommendations, or determinations provided by the Secretary pursuant to this
section shall not constitute a final agency decision within the meaning of Chapter
150B of the General Statutes and shall not be subject to review under that
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(p-9,1.35-38)
Sections 12 and 13 - Changed "paid for" language to "recoverable" for clarity. ( p. 10,
1.35-41and p. 11,1. 9 - 15) _
Section 13 - Added "(CO2)" to all references to carbon dioxide in this section of the
bill. (p. 10,1. 42 -p. 11, 1. 15)
Section 14 — Changed the annual reporting date to June 1. (p. 11, 1. 16 — 20).

Chapter." and remove all repetitive references to the same in rest of this section. ‘




FISCAL ANALYSIS MEMORANDUM

[This fiscal memorandum is a fiscal analysis of a draft bill, amendment, committee substitute, or
conference committee report that has not been formally introduced or adopted on the chamber floor or
in committee. This is not an official fiscal note

DATE: June 11,2002

FROM: Bob Weiss
Fiscal Research Division

RE: S1078-PCS4699-RT-88 Improve Air Quality/Electric Utilities
FISCAL IMPACT
Yes () No () No Estimate Available (X)

FY 2002-03 FY 2003-04 FY 2004-05 FY 2005-06 FY 2006-07

REVENUES
EXPENDITURES ~ No Estimate Available

(See Assumptions and Methodology)
POSITIONS:

PRINCIPAL DEPARTMENT(S) &
PROGRAM(S) AFFECTED:

EFFECTIVE DATE: When the bill becomes law, except that G.S. 143-215.107D as enacted by
Section 2 is effective retroactively to June 1, 2002.

BILL SUMMARY: The Proposed Committee Substitute for Senate Bill 1078 (PCS)
establishes limits on emissions of nitrogen and sulfur dioxide from large-scale coal-fired
generating units owned or operated by investor-owned public utilities in the State. The PCS
also provides a mechanism for complying with the emissions limitations as well as a
mechanism by which the investor-owned public utilities would amortize their estimated
environmental compliance costs over seven years with a rate freeze for the first five years.
Duke Energy must amortize $1.5 billion and Progress Energy must amortize $813 million.
At least 70% of these amounts must be amortized during the rate freeze period with a
maximum of 150% of the levelized amount in any one year. Before the end of the rate freeze




period in 2007 the Utilities Commission may review the environmental compliance costs of
each utility and determine annual recovery costs for 2008 and 2009. In later rate cases each
utility can recover its actual costs less the amounts recovered earlier. The PCS provides that
the Governor may enter into an agreement with an investor-owned public utility under
which the utility voluntarily agrees to transfer to the State certain emissions allowances that
it may acquire as a result of complying with the bill. The PCS requires the Environmental
Management Commission to study and report on the desirability and feasibility of requiring
emissions reductions beyond those required in the PCS. The PCS requires the Division of
Air Quality of the Department of Natural Resources to study issues related to monitoring
and controlling emissions of mercury from coal-fired generating units. The PCS also
requires the Division of Air Quality to study issues related to the control of carbon dioxide
from coal-fired generating units and other stationary sources of air pollution.

ASSUMPTIONS AND METHODOLOGY: If the PCS for SB 1078 becomes law, the
basic rates paid by the State and other customers of Duke Energy and Progress Energy will
be frozen through December 31, 2007, which is beyond the five-year period covered by this
fiscal analysis. However, Duke Energy and Progress Energy will be investing an estimated
$2.3 billion dollars in emission control equipment and much of these costs will be added to
the utilities’ cost of service during this period. Therefore, without the bill the utilities’ costs
would be lower and, other factors being equal, some or all of these lower costs presumably
could be passed on to utility customers through the mechanism of general rate cases.
However, because general rate cases consider all aspects of a utility’s costs, the amount and
timing of any reduction, and how it would be divided among customer classes, is entirely
speculative and no estimate is available as to what savings might accrue to the State or other
utility customers if SB 1078 were not passed.

The costs attributable to customers as a result of these investments can be roughly estimated.

SB 1078 specifies how the utilities will amortize the expected costs of pollution control
equipment over the next five years. Duke will be amortizing at least 70% of $1.5 billion
over five years, or $210 million per year. According to the Public Staff, this is equivalent to
approximately 0.4 cents per kilowatt-hour for North Carolina retail sales. Progress Energy
will be amortizing at least 70% of $813 million over five years, or $114 million per year.
This is equivalent to 0.3 cents per kilowatt-hour for North Carolina retail sales. The average
for the two companies would be 0.35 cents per kilowatt-hour. With customers such as the
State paying approximately 6 cents per kilowatt-hour for service (depending on their utility
and usage pattern), the cost of implementing these emission reductions would be about 6%
(0.35 cents per kilowatt-hour divided by 6 cents per kilowatt-hour). This cost is temporary,
until it is fully amortized.

According to the Office of State Controller, the State paid approximately $111 million for
electricity in FY2000-01. Not all of this was to Duke or Progress Energy, however, as many
State facilities are served by municipal power systems, Electric Membership Corporations,
or Dominion Resources. The total paid to Duke and Progress Energy is not known but it is
assumed here that the State is paying Duke and Progress Energy about $90 million per year
in total. The State’s “share” of the costs of the investment is then 6% of $90 million, or

%




roughly $5.4 million per year for five years. The remaining costs would then be recovered
under procedures specified in the bill.

Other Impacts :
Local governments served by Duke Energy and Progress Energy will also have their rates

frozen and will also forego any potential rate decreases. No estimate is available for this
potential impact.

The Department of Natural Resources believes that the studies required by the PCS can be
completed with existing resources and staff.

SOURCES OF DATA:

TECHNICAL CONSIDERATIONS:



2002 COMMITTEE REPORT

The following report(s) from standing committee(s) is/are presented:
By Representative Ronnie Smith (Chair) for the Committee on PUBLIC UTILITIES

<\

x Committee Substitute for
S.B. 1078 A BILL TO BE ENTITLED AN ACT TO IMPROVE AIR QUALITY IN THE
. STATE BY REQUIRING REDUCTIONS IN THE EMISSIONS OF CERTAIN
POLLUTANTS FROM CERTAIN FACILITIES THAT BURN COAL TO GENERATE
ELECTRICITY.

[ ] With a favorable report.

(] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance [] .

[J With a favorable report, as amended.

[] With a favorable report, as amended, and recommendation that the bill be re-referred to the

Committee on Appropriations {_] Finance [ ] )

(] With a favorable report as to the committee substitute bill (# ), L] which changes the
title, unfavorable as to (the original bill) (Committee Substitute Bill # ), (and
recommendation that the committee substitute bill # ) be re-referred to the Committee
on J) '

D] With a favorable report as to House committee substitute bill (# ), X which changes

the title, unfavorable as to Senate committee substitute bill.
[] With an unfavorable report.
[] With recommendation that the House concur.
[] With recommendation that the House do not concur.
[] With recommendation that the House do not concur; request conferees.
] With recommendation that the House concur; committee believes bill to be material.
[J With an unfavorable report, with a Minority Report attached.
] Without prejudice.
[] With an indefinite postponement report.
[] With an indefinite postponement report, with a Minority Report attached.

(] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
5/13/02
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NORTH CAROLINA HOUSE OF REPRESENTATIVES Page 1 of 1

Ann Jordan (Rep. R. Smith)

‘ From: Ann Jordan (Rep. R. Smith)

Sent:  Thursday, June 06, 2002 9:51 AM
Subject: House Public Utilites Committee Meeting

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:

DAY & DATE: Tuesday, June 11, 2002

TIME: 10:00 a.m. — Noon — 2 hour meeting
LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):
‘ SB 1078 - IMPROVE AIR QUALITY/ELECTRIC COMPANIES - Sen. Steve Metcalf

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at 10:00 on June
6,2002. ‘

___Principal Clerk
___Reading Clerk - House Chamber.

(Committee Assistant)

6/6/2002



Senate Bill 1078
Remarks to House Public Utilities Committee
by
A. Preston Howard, Jr.
Manufacturers and Chemical Industry Council of North Carolina
11 June 2002

Good morning Chairman Smith and members of the Committee.

My name is Preston Howard and I am here today representing the
Manufacturers and Chemical Industry Council of North Carolina
(MCIC).

As you all know, MCIC supported the emission reduction provisions of
last year’s bill, but we were opposed the bill’s cost recovery provisions.

Over the past S weeks, MCIC and its member companies have been
working with the Governor’s Office, Progress Energy and Duke
Energy, the Utilities Commission and public staff, the conservation
community, DENR, the Attorney General’s staff, your staff, and others
in an effort that has culminated in the bill that is before you today.

Is this bill “perfect”? NO!

But we believe it does target the largest sources of NOx and SO2
emissions in North Carolina.

We believe the emission reductions called for in the bill will
generally be good for North Carolina.

We believe the provision on emissions allowances will prevent
emissions that we are paying to reduce here in North Carolina
from being sent up the stack of another plant in a neighboring
state.

We believe the bill can be implemented without significant new
financial burdens on manufacturers. In other words, it is
affordable.

We believe the bill does represent a reasonable compromise.
Therefore, MCIC supports the bill.

Thank you Mr. Chairman for allowing me to speak on this issue.
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NCCRP
Improve

s Executive Committee met today and has voted to support Senate Bill 1078 -
Air Quality /7 Electric Utilities.

The Committee Substitute adnpted by the House Committec on Public Ulilities has

- addressed many of the concerns that our members raised previously about cost recovery

and the impact that the bill will have on utility rates for business and industry.

"On behalf of N CCBY, I will be hapby, at the appropriate time, to speak to the House

Commit; =¢ on Public Utilities in suppott of this legisclation.

cc

Speaker of the House Jim Black
Prestdent Pro Tem Marc Basnight
Chalr of the House Committee on Public Utilities, Representative Ronnie Smith

James B. Hylet Jr., R:'ﬂeigh, Chair of the Bvard » Sue W, Cole, Greensboro, First Vice Chair

William A. Coley, Charlotte, Second Yice Chair + R. Horace Johnson, Raleigh, Treasurar « Phillip J. Kirk Jr., Raleigh, President/Secretary




Minutes
House Committee on Public Utilities
June 25, 2002

The House Committee on Public Utilities met Tuesday, June 25.
2002 in Room 544 of the Legislative Office Building at 10:00 a.m. The
following members were present: Representative Ronnie Smith, Chair;
Vice-Chairman Saunders and Representatives Brubaker, Coates,
Culpepper, Edwards, Grady, Hurley, McCombs and Rogers. A Visitor
Registration list is attached (Attachment I) and made part of the minutes.

The Chair called the meeting to order and introduced the following
pages: Sydney Owens, Anna Johnson and Wilson Owens from
Mecklenburg County and Sarah Thomas from Cumberland County.
Committee Counsel Frank Folger was also present.

The Chair recognized Senator Eric Reeves to explain SB - A BILL
TO BE ENTITLED AN AUTHORIZING THE NORTH CAROLINA UTILITIES
COMMISSION TO INCLUDE EXPAND THE DEFINITION OF UNIVERSAL
SERVICE TO INCLUDE STATEWIDE INTERNET ACCESS AND OTHER
TECHNOLOGICAL TELECOMMUNICATIONS ADVANCES. The bill and
summary are attached (Attachments II and III) and made a part of the
minutes.

Representative Saunders moved for a favorable report. The motion
carried.

The meeting was adjourned at 10:25 a. m. )
Respectfully submitted,

Representative Ronnie Smith Ann Jord4mn
Chair Committee Assistant
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2001
S 1
SENATE BILL 641
Short Title: Expand Definition of Universal Service. (Public)

Sponsors:  Senators Reeves; Ballantine, Foxx, Hoyle, and Wellons.

Referred to: Commerce.

March 22, 2001

A BILL TO BE ENTITLED
AN ACT AUTHORIZING THE NORTH CAROLINA UTILITIES COMMISSION TO

ADOPT RULES TO EXPAND THE DEFINITION OF UNIVERSAL SERVICE

TO INCLUDE STATEWIDE INTERNET ACCESS AND OTHER

TECHNOLOGICAL TELECOMMUNICATIONS ADVANCES.

The General Assembly of North Carolina enacts:
SECTION 1. G.S. 62-110(f1) reads as rewritten:

"(fl) Except as provided in subsection (f2) of this section, the Commission is
authorized, following notice and an opportunity for interested parties to be heard, to
issue a certificate to any person applying to provide local exchange or exchange access
services as a public utility as defined in G.S. 62-3(23)a.6., without regard to whether
local telephone service is already being provided in the territory for which the certificate
is sought, provided that the person seeking to provide the service makes a satisfactory
showing to the Commission that (i) the person is fit, capable, and financially able to
render such service; (ii) the service to be provided will reasonably meet the service
standards that the Commission may adopt; (iii) the provision of the service will not
adversely impact the availability of reasonably affordable local exchange service; (iv)
the person, to the extent it may be required to do so by the Commission, will participate
in the support of universally available telephone service at affordable rates; and (v) the
provision of the service does not otherwise adversely impact the public interest. In its
application for certification, the person seeking to provide the service shall set forth
with particularity the proposed geographic territory to be served and the types of local
exchange and exchange access services to be provided. Except as provided in G.S.
62-133.5(f), any person receiving a certificate under this section shall, until otherwise
determined by the Commission, file and maintain with the Commission a complete list
of the local exchange and exchange access services to be provided and the prices
charged for those services, and shall be subject to such reporting requirements as the
Commission may require.
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 2001

Any certificate issued by the Commission pursuant to this subsection shall not
permit the provision of local exchange or exchange access service until July 1, 1996,
unless the Commission shall have approved a price regulation plan pursuant to G.S.
62-133.5(a) for a local exchange company with an effective date prior to July 1, 1996.

In the event a price regulation plan becomes effective prior to July 1, 1996, the

Commission is authorized to permit the provision of local exchange or exchange access
service by a competing local provider in the franchised area of such local exchange
company.

The Commission is authorized to adopt rules it finds necessary (i) to provide for the
reasonable interconnection of facilities between all providers of telecommunications
services; (ii) to determine when necessary the rates for such interconnection; (iii) to
provide for the reasonable unbundling of essential facilities where technically and
economically feasible; (iv) to provide for the transfer of telephone numbers between
providers in a manner that is technically and economically reasonable; (v) to provide for
the continued development and encouragement of universally available telephone
service at reasonably affordable rates; and (vi) to carry out the provisions of this
subsection in a manner consistent with the public interest, which will include a
consideration of whether and to what extent resale should be permitted. In adopting
rules to establish an appropriate definition of universal service, the Commission shall
consider evolving trends in telecommunications services and the need for consumers to
have access to high-speed communications networks, the Internet, and other services to
the extent that those services provide social benefits to the public at a reasonable cost.

Local exchange companies and competing local providers shall negotiate the rates
for local interconnection. In the event that the parties are unable to agree within 90 days
of a bona fide request for interconnection on appropriate rates for interconnection, either
party may petition the Commission for determination of the appropriate rates for
interconnection. The Commission shall determine the appropriate rates for
interconnection within 180 days from the filing of the petition.

Each local exchange company shall be the universal service provider in the area in
which it is certificated to operate on July 1, 1995, until otherwise determined by the
Commission. In continuing ‘this State's commitment to universal service, the
Commission shall, by December 31, 1996, adopt interim rules that designate the person
that should be the universal service provider and to determine whether universal service
should be funded through interconnection rates or through some other funding
mechanism. By July 1, 2001, the Commission shall complete an investigation and adopt
final rules concerning the provision of universal services, the person that should be the
universal service provider, and whether universal service should be funded through
interconnection rates or through some other funding mechanism.

The Commission shall make the determination required pursuant to this subsection
in a manner that furthers this State's policy favoring universally available telephone
service at reasonable rates."

SECTION 2. This act is effective when it becomes law.

Page 2 SENATE BILL 641 - First Edition




SENATE BILL 641:

Expand Definition of Universal Service
BILL ANALYSIS
Committee: House Public Utilities Introduced by: Senator Reeves
Date: June 25, 2002 Summary by: Frank W. Folger
Version: First Edition Committee Counsel

SUMMARY: This bill would authorize the Utilities Commission to consider expanding the definition
of universal service to include evolving trends in telecommunication services including the need for
consumers to have access to high speed communication networks, the internet, and other services to
the extent they provide social benefits to the public at a reasonable cost.

BILL ANALYSIS AND BACKGROUND:

In 1995, the General Assembly adopted legislation allowing for competitive local telephone service.
Under that 1995 act, the Utilities Commission was mandated to provide for the continued development of
universally available telephone service at reasonably affordable rates. Universal service has been a policy
of the State and the federal government for approximately the last 75 years. It traditionally includes the
concept of having affordable basic "dial tone" telephone service available to all persons at a reasonable
cost, even though the cost of serving some areas is higher than others. Senate Bill 641, by amending G.S.
62-110(f1), would authorize an expansion of the traditional definition of universal service.

This act is effective when it becomes law.

S641-SMS0-001
Steven Rose, counsel to the Senate Commerce and House Public Utilities committees, contributed substantially to this summary.

Legislative Services Office North Carolina General Assembly Research Division, 733-2578



2002 COMMITTEE REPORT
HOUSE OF REPRESENTATIVES

The following report from standing committee is presented:
By Representative Ronnie Smith (Chair) for the Committee on PUBLIC UTILITIES.

] Committee Substitute for _

S.B.641 A BILL TO BE ENTITLED AN ACT AUTHORIZING THE NORTH CAROLINA
UTILITIES COMMISSION TO ADOPT RULES TO EXPAND THE DEFINITION OF
UNIVERSAL SERVICE TO INCLUDE STATEWIDE INTERNET ACCESS AND OTHER
TECHNOLOGICAL TELECOMMUNICATIONS ADVANCES.

X With a favorable report.

[L] With a favorable report and recommendation that the bill be re-referred to the Committee on
Appropriations [_] Finance []

[J With a favorable report, as amended.

[ Wwith a favorable report, as amendéd, and recommendation that the bill be re-referred to the

Committee on Appropriations [_] Finance ] .

[] With a favorable report as to the committee substitute bill (# ), L] which changes the
title, unfavorable as to (the original bill) (Committee Substitute Bill # ), (and
recommendation that the committee substitute bill # ) be re-referred to the Committee
on )

[] With a favorable report as to House committee substitute bill (# ), (] which chéngés

the title, unfavorable as to Senate committee substitute bill.
(] With an unfavorable report.
(] With recommendation that the House concur. A
[ with recommendation that the House do not concur.
] With recommendation that the House do not concur; request conferees.
[(J With recommendation that the House concur; committee believes bill to Be material.
[] With an unfavorable report, with a Minority Report attached.
[J Without prejudice.
O With an indefinite postponement report.
(] With an indefinite postponement report, with a Minority Report attached.

[ ] With recommendation that it be adopted. (HOUSE RESOLUTION ONLY)
5/13/02



AGENDA

HOUSE COMMITTEE ON PUBLIC UTILITIES

June 25, 2002
Room 544 - 1L.OB
10:00 AM

OPENING REMARKS

Representative Ronnie Smith — Chairman
Public Utilities Committee

AGENDA ITEMS

SB 641 - EXTEND DEFINITION OF UNIVERSAL SERVICE
Senator Eric Reeves, Sponsor

ADJOURNMENT



NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
2001-2002 SESSION

You are hereby notified that the Committee on Public Utilities will meet as follows:
DAY & DATE: Tuesday, June 25, 2002
TIME: 10:00 a.m.

LOCATION: Room 544 - Legislative Office Building

The following bills will be considered (Bill # & Short Title & Bill Sponsor):
SB 641 - EXPAND DEFINITION OF UNIVERSAL SERVICE - Sen. Eric Reeves

Respectfully,

Representative Ronnie Smith
Chairman

I hereby certify this notice was filed by the committee assistant at the following offices at
3:00 p.m. on June 19, 2002.

__ Principal Clerk
___Reading Clerk - House Chamber

(Committee Assistant)



NORTH CAROLINA HOUSE OF REPRESENTATIVES
NOTIFICATION TO BILL SPONSOR

2001-2002
BILL SPONSOR: Sen. Eric Reeves
OFFICE: Room 1028

NOTIFICATION DATE: June 19, 2002

The House Committee on Public Utilities will meet as follows:

DAY & DATE: Tdesday, June 25, 2002
TIME: 10:00 a.m.
LOCATION: Room 544 - Legislative Office Building

Your Bill (or Bills) will be discussed at this time:
SB 641 - EXPAND DEFINITION OF UNIVERSAL SERVICE

We would like to have you attend this meeting.

Representative Ronnie Smith
Chairman

Ann Jordan (Cdmmittee Assistant)
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