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House Committee on Energy and Public Utilities
Tuesday, February l9r2019 at 3:00 Pm

Room 643

MINUTES

The House Committee on Energy and Public Utitities met at 3:00 pm on February 19,2019 in
Room 643 of the Legislative Office Building. Representatives Alexander, Arp, Autry, Brisson,

Conrad, Cunningham, Hanig, Harrison, Hastings, Hawkins, Holley, Humphrey, Jones,

Montgomery, Riddell, Saine, Sauls, Strickland, and Wray attended.

Representative Dean Arp presided. Representative Arp called the meeting to order and introduced

the Pages and Sergeant At Arms who would be assisting with the Committee. Copies of the

attendance and visitor registration are attached.

Edward Finley, Jr., Chairman of the North Carolina Utilities Commission, gave a presentation on

the "Overview of the North Carolina Utilities Commission and Utility Regulation in North
Carolina". ( {+tral,c,hr"'gntt l)

Christopher Ayers, Executive Director of Public Staff for the North Carolina Utilities Commission,
gave apreseptation on the oostructure and Function of Public Staff and Primer on Rate Making for
i;tilities". Chrr*rh rr'+* a)
Following these presentations, Representative Arp opened the floor for questions.

Being no further business, the meeting adjourned at3:47 pm.

Rep. Dean Arp
Presiding

Katie Stanley, Committee Clerk
I
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I.

AGENDA

House Committee on Energy and Public Utilities

Tuesdayo F ebruary 19, 2019

3:00 P.M.

Room 643 LOB

Welcome and Opening Remarks

Representative Dean Arp, Presiding

II. IntroductionofPages/Sergeant-At-Arms

III. Presentations

Overview of the North Carolina Utilities Commission and Utility Regulation in North
tutltil,l*o 

s. Finley, Jr., chairman North carolina utilities commission (qp*.h *.{L \
Structure and Function of Public Staff and Primer on Rate Making for Utilities

Christopher Ayers, Executive Director Public Staff, North Carolina Utilities
Commission f ffrt*-h m"1t +)

IV. Questions/Comments

V. Adjournment

)
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ATTACHMENT {

Overview of the North Carolina
Utilities Commission and Utility
Regulation in North Carolina

Presentation to the N.C. House
Committee on Energy and Public Utilities

February 19, 2019



NorthCsrslina
Witities Commission

NORTH CAROLINA UTILITIES COMMISSION

Dobbs Building, 430 North Salisbury Street 27603-591g

4325 Mail Service Center, Raleigh, North Carolin a 27699-4300

www.ncuc.net Phone: 919-733-4249 Fax. 919-733-7300

Gommissioners
Edward S. Finley, Jr., Chairman

ToNola D. Brown-BIand
Jerry G. Dockham
James G. Patterson

Lyons Gray
Daniel G. Clodfelter
Charlotte A. Mitchell
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Chairman Finley

Commissioner Brown-Bland Commissioner Dockham Commissioner Patterson

Commissioner Gray Commissioner Clodfelter Commissioner Mitchell
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a

Regulation of Public Utilities
Purpose: protect the public's interest in receiving adequate
service at reasonable rates

Traditional regulatory bargain: utilities exchange benefit of
monopoly franchised service territory for obligation to
provide adequate service at reasonable rates
Commission's regulatory obligation: to be fair and
reasonable to public utilities and their customers
Commission's reg ulatory tools:

- certification of new facilities
rate establishment or review

- service quality oversight

o

O
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History of NC Utilities Gommission
Oldest regulatory body in state government: evolved from Railroad
Commission (1891) to Corporation Commission (1899) to Utilities
Commission (1933)

History of significant legislative grants of, or limitation oh,

regulatory authority:

a
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Railroad - 1891

Telephone - 1893

Electric, Gas, & Water - 1913

Wastewater - L9t7
Housing - 1935

Hospitals - t943
Buses/Brokers - 1949

Motor Carriers & Ferries - 1963

Electric Generation - 1965

Electric Membership Cooperatives - L955

Payphone Service Providers - 1985

Long Distance Telephone Competition - 1985

Telephone Shared Tenant Service - 1987

Local Telephone Competition - 1995

Motor Carriers of Property, except Household Goods,

Deregulation - 1995

Railroad Transferred to Dept. of Transportation - 1996

Water/Wastewater Resale - 1996

Charter Bus Deregulation - L998

Long Distance Telephone Rate Deregulation - 2003

Electric Resale -20L1
Natural Gas Resal e - 20L7

Leasing of Solar Energy Facilities - 2OI7

I

I

T

I

I

I

T
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NorthCurslina
Utitities Commissian

NCUC Organtzation

Administrative agency of General Assembly (N.C. Gen. Sfaf. S 02-23);
legislative oversight by House Committee on Energy and Public
Utilities, Senate Committee on Commerce and lnsurance, and Joint
Legislative Commission on Governmental operations

Seven members: appointed by Governor, subject to confirmation by General
Assembly, serving staggered six-year terms (N.C. Gen. Sfaf. S O2-10)

Chairman: appointed by Governor, four-year term, organizes Commission's
work. Ex officio member of Geographic lnformation Coordinating Councit.
Membership responsibilities currently shared among Commissioners
(N.C. Gen. Sfaf, S 62- 12,13)

o

a



NorthCarolins
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o

NCUC Organizatton cont.
Commissioners are subject to standards of judicial conduct and prohibited by law

from engaging in any other employment, business or profession while in office

(N.C. Gen. Sfaf. S 62-1Otil)

Commission employs up to 62 people, current staffing is 60, organized among

four divisions: Legal, Operations, Fiscal Management, and Clerk and lT Services

Certified FY 2018-2019 annual budget: $ 8,107,898

NCUC budget: $ 7,353,599

Gas Pipeline Safety budget: $ 754,299

NCUC is a fee-funded agency, supported by regulatory fee percentage applied to

the jurisdictional revenues of public utilities (N. C. Gen Sfaf. $ 62 -302).

The public Staff maintains its own budget which is separate from the

Commission's budget but it is funded by the same regulatory fee

o

o

o
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NCUG's Responsibilities & Procedures
o For the 12-Month Period Ending Gl30l1B.

5,084 formal proceedings instituted before NCUC

N c Ucli, ffi $ffi iln:Hfsiff5ipp,nsc e d u re s

3,133 orders issued
708 open dockets as of 6/30 l1B

Appeals from general rate case decisions to NC Supreme Court; all
others to NC Court of Appeals (absent federal jurisdiction)

NCUC conducts proceedings pursuant to federal law and
participates in proceedings before federal courts and regulatory
agencies (N.C. Gen. Stat. S 62-48)

a

o
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Regulated Entities
(As of 6/30/18)

BUS / BROKER
ELECTRIC
ELECTRIC COOPERATIVES
ELECTRIC MERCHANT PLANTS
ELECTRIC RESELLER
FERRIES
MOTOR CARRIERS OF HOUSEHOLD GOODS
NATURAL GAS:

LOCAL DISTRIBUTION COMPANIES
INTRASTATE PIPELINE

SMALL POWER PRODUCERS
TELEPHONE:

COMPETING LOCAL PROVIDERS
INCUMBENT LOCAL EXCHANGE COMPANIES
LONG DISTANCE CARRIERS
PAYPHON E SERVICE PROVI DERS
SHARED TENANT SERVICES

WATER / WASTEWATER
WATER / WASTEWATER RESELLERS

QTY

11

5
31

10
47
I

316

4
1

1,082

165
16

232
31

16
101

1.379

TOTAL 3,456
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o

lndustry Reven ue Profi le

FY 2017-201 B Jurisdictional Revenues: $11 .SB billion
Electric: $g.703billion
Telecommunications: $1 . t 18 billion

' lncludes Local and Long Distance Telephone Companies, Payphone
Service Providers, and Shared Tenant Service Providers

Natural Gas: $1.45 billion

Water and Wastewater: $Zlg.0 million

' lncludes waterAffastewater Resale companies

Transportation: $9t.5 million

' lncludes Brokers, Buses, Ferries, and Household Goods (HHG)
Carriers



NorthCgrslina
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Filings & Orders by lndustry Group
(For the 12-Month Period Ending 6/30/18)

Filinqs Orders
. Electric
. Telephone
. Natural Gas
. WaterAffastewater
. Household Goods Carriers

. Small Power Producers
t Othef leusiaroker, Electric Merchant Plant, EMC,

Ferry, Payphone Provider, Renewable
Energy Facilities, & Misc.)

3,112
735
674

3,479
1,233

5,346
1,084

630
131
94

1,409
284

458
127

TOTAL 1 5,663 3,133
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Limited Jurisdiction to Regulate "Other Utilities"
o The Commission has limited authority to

regulate municipal electric utilities anb
electric cooperatives.

o The Commission has no authority to regulate:
Publicly-owned water and sewer utilities
Broadband
Cell phone
Cable
lnternet services
lnterstate Gas Pipelines



NorthCorolins
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Emerging lssues in Utility Regulation
. Era of more frequent general rate cases

o Electric: coal ash spending is key driver
o Water: capital spending is key driver

o Staffing challenges in a tight employment market

o Distributed generation revolution
o North Carolina a leader in solar and renewables
o Continued lmplementation of HB 589

(presentation topic for next meeting)
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Question slContact

NORTH CAROLINA UTILITIES
COMMISSION

Dobbs Building, 430 North salisbury street 27603-5918

4325 Mail Service Center; Raleigh, North Carolin a 27699-4300

www.ncuc.net Phone: 919-733-4249 Fax: 9L9-733-7300



ATTACHMENT 2

North Carolina Utilities Commission
Public Staff

Christopher f.Ayers
Executive Director



Public Staff
o Established in L977 by N.C. Gen. Stat. S 62-j.5
o Represents the using and consuming public in North

carolina utilities commission proceeoings
o Not the public at-large
o Economic regulator and advocate

o Eighty staff members organized into nine divisions
o Electric, Natural Gas, Water/Sewer/Communications,

Tra nsportation
o Accounting
o Lega I

o Economic research
o Executive
o Consumer Services



Key Functions

o Present testimony and recommendations to NCUC on behalf

of utility customers
. lnvestigate customer complaints
o Audit public utilities in NCUC proceedings

o Assist legislative staff and legislators regarding proposed

legislation and constituent service

o Work with other State agencies (e.9., DEQ), counties and

municipalities on regulated utility matters

o Undertake studies and investigations as requested by NCUC



Differences Between NCUC and Public Staff

o lndependent agencies
o Separate staffs, leadership and budgets

o NCUC does not direct or oversee the Public Staff's operations
o Public staff appears as a party before the Ncuc

o Public Staff may appeal decisions to appellate courts
. Public Staff subiect to ex parte rules and cannot independentty

communicate with NCUC on pending matters
o Public Staff does not participate in NCUC decision-making

o Staff roles
o NCUC staff is an advisory staff
o Public Staff is an audit/advocacy staff
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Budget Expenditures

FY 2018-19 Budget: s8.918 million

Rent 3.2%

/^rorouernment

Transfer 1.5%

.-Admin/Office2oA

Travel.496

Subscri ptio ns I Dues .7To



Staff Organization
Economic Research

Transportation 4%

Accounting
2L%

Wate r/Sewer/Com m u n ications
9%

Consumer Services
t6%

legal
L9o/o
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C o mplaint I nvestigatio n

o Complaints by industry in 2018
o Electric - 8,282
o Telephone - 508
o Natural Gas - 527
. water/sewer - 425 lndustry Percentages

o Transportation - 63 eYot%

5%

t Electric

I Communications

I Water/Sewer

I Natural Gas

I Transportation



Allocation of DMsion Resources

Economic Research

I Electric

I Water/Sewer

I NaturalGas

Legal Division

t% 2%

r Electric

I Water/Sewer

I NaturalGas

ITelephone

I Transportation

I Electric

I Water and sewer

: Natural Gas

I Telephone

I Transportation

r EMCs

Accounting Division



Ratemaking Overview
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Rate Case Process r 270 Days
N.C.G.S. S 62-!34

Utility files rate case application, exhibits, testimony and

proposed rates

NCUC suspends rates and schedules customer and

evidentiary hearings

Public Staff engages in discovery, audits/investigates, files

testimony

lntervenors engage in discovery and file testimony

Settlement discussions may occur between parties

Customer and evidentiary hearings

Parties file proposed orders

NCUC reviews all evidence and issues order

Utility puts new rates into effect



Ratemaking Overview
. Based on the cost of service in the test period

o Test year - Financial data from a historical 12-month period

o Serves as a proxy for the anticipated level of costs for the
period of time the rates will be in effect

' Rates are prospective, but are established based on what the utility
has already spent

o Utilities typically do not recover expenses and capital costs in
advance

o N.C. Gen. Stat. 5 62-2(3a) requires "...energy planning and fixing of
rates in a manner to result in the least cost mix of generation and
demand side reduction measures which is achievable..."

o Rates must be just and reasonable



General Ratemaking Formula

a Revenue Requirement is determined as (Rate Base x Rate of Return

(grossed up for income taxes)) + Expenses

Rate Base - value of the property (net of depreciation) on which a

utility may earn a rate of return. ;
. :t,

o Must be "used and useful" - Power plants, l6xffiission and

distribution lines, etc. actually used in providing service to
customers

Rate of Return - Yorelurn that utility may earn on invested capital,

including debt and equity investments.

Expenses - can recover reasonable and prudent expenses based on

an historical test year.

o

O

a



Rate Base

o Rate base is the value of reasonable and prudent property on
which a public utility is authorized to earn its rate'of return

o Rate base calculation:

Original cost of the utility assets (prudent capital investment)
(minus)

Accu m u lated Depreciation

o lnvestment costs include:
. Power plants
. Transmission lines
. Distribution lines
o Transformers
. Computer systems
. Vehicles



Rate of Return

o Percentage return that the utility is allowed to earn on its

invested capital
o Designed to compensate investors for the urse of their

capital and associated risk

o Rate of return composed of three components:

' Cost of equitY
o Cost of debt
. Capital structure (debt and equity ratios)

o Rate of return is not a guaranteed return ) it is the

return the utility is authorized to earn
o Rates are calculated using the rate of return



Expenses

a Utilities are authorized to recover reasonable and prudent expenses
. Maintenance expense
. Operating expense

. Depreciation

. Salaries

. Fuel

. Transportation

. Customer service

. General taxes

. Administrative

. Uncollectibles

. Testing

. Legal

. Rate case expenses

. Purchased power costs



CostAllocation
o Attribute costs to different customer classes based on the cost

incurred to serve those classes
o Residential, commercial and industrial classes

' Capital requirements vary by customer class 
,,,,. Residential customers require significant distribution ficilities

. Economies of scale 
:

. Municipalities and industrial customers are cheaper to serve on a per

kwh basis

o Time differentiation
. Contribution to peak vs. non-peak demand

o Retail vs. wholesale
o [!lunicipalities and electric cooperatives

o System costs across multiple state jurisdictions
. North Carolina/South Carolina allocate costs approximately 55:35



Cost Allocation Methodologies

. Summer coincident peak

' Customer's share of the system load at the system's summer peak

' winter/summer coincident peak and average demand
o Non-coincident peak and average demand
o Twelve month average peaks

o North Carolina allocates based on load demand at summer
coincident peak



Rate Design

o Rates established to meet the revenue requirement
. Customer rate classes

. Residential

. Commercial

. lndustrial j

o Designed to mirror the cost of service to each class

. Various rate schedules in each customer class

o Average NC retail price of electricity per customer. class

. Residential : LL.29 cents/kWh (National average: L2.95 cents/kwh)

. Commercial: 8.43 cents/kWh (National average: L0.56 cents/kwh)

. lndustrial : 5.75 cents/kWh (National average: 5.88 cents/kwh)

Sou rce : Ene rgy t nformation Ad ministration (Novembe r 2078)



Fuel Rider

o Cost of fuel burned
o Coal, gas, nuclear; biomass

. Cost of reagents used to treat emissions
o Certain purchased power costs*

o Replacement power costs
. Peak power purchases

. Transmission charges

o Costs of energy and capacity purchased from qualifying
facilities (Qfs1*

o Net gains/losses from sale of fuel or by-products*
o Renewable energy procurement non-administrative costs*

*Limited to 2.5% annual increase in the aggregate amount of costs



Renewable Ene rgy / Energy
Efficien cy Portfolio Standard Rider
. lncremental costs to comply with Renewable Energy Portfolio

Standard (bundled costs minus avoided costs)

o Costs of Renewable Energy Certificates (RECs)

o Costs recoverable are capped by General Assern,bly
. Residential rates: 5Zl /Vea
. Commercial rates: StSO/year
. lndustrial rates: St,OOO/year



Demand Side Management

[DSM) /Energy Efficiency [EE) Rider
o Costs of DSM/EE programs

. LED bulbs

. Refrigerator recycling program
o Home energy audits
. Load control

o Net lost revenues
o First three years of program

. Utility incentives
o Receive a percentage of savings achieved for customers from

energy efficiency
. Must be cost effective



(

f oint Agency Asset Acquisition Rider

o Recovers the costs associated with Duke Energy Progress'

purchase of generation assets from the North Carolina Eastern

Municipal Power Agency in 20L5

o Adjusted annually to reflect savings/expense associated with

changes in the fuel cost



Avoided Cost Rates

o lncremental cost a utility would incur to generate or purchase
the next kilowatt or kilowatt-hour of electricity

. Cost of building the capacity

. Cost of generating the energy
o 'Avoided" because the utility has procured the etectricity from

another source rather than incurring the cost to produce the
electricity itself

o Established for regulated electric utilities by the NCUC not less
than every two years



How is Avoided Cost Calculated?

o North Carolina uses the Peaker Method
. Capacity calculation based on the cost (per kW) of building a new

peaking unit
. Natural gas combustion turbine (peaking unit)

o Energy calculation based on marginal system energy cost

. Avoided cost elements must be "known and quantifiable"

o Variable and long-term fixed rate options

. Capacity payments are paid only for peak hours during which

the unit is producing electricitY
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How is Avoided Cost Used?

. Rates for purchases from Qualifying Facilities

o lntegrated Resource Plans

o Allows utilities to assign dollar value to their options

o Determining savings from Demand Side Management/Energy

Efficiency Programs
o What did the utility save by avoiding the demand?

o Determining incremental costs of Renewable Energy Portfolio

Standards compliance
. What additional cost did the utility incur above the cost of the

energy /capacity?



Contact Information

Christopher J. Ayers, Executive Director
Dobbs Building, 430 North Salisbury Street 27603-5918

4326 Mail Service Cente r 27699-4326

(e1e) 733-243s

http : / / publ icstaff. nc.gov
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Cancelled Notice

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE

AND
BILL SPONSOR NOTIFICATION

2019-2020 SESSTON

You are hereby notified that the House Committee on Energy and Public Utilities will NOT'meet as

follows:

DAY & DATE:
TIME:
LOCATION:
COMMENTS:

Tuesday, March 5,2019
3:00 PM
643 LOB
This meeting is cancelled

Rep. Szokao Presiding Chair

Respectfully,

Representative Dean Arp, Co-Chair
Representative John Szoka, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 1:06 PM on

Monday, November 18, 2019.

_ Principal Clerk

_ Reading Clerk - House Chamber

Ann Luck (Committee Assistant)





House Committee on Enerry and Public Utilities
Tuesday, March 12,2019 at 3:00 PM

Room 643 of the Legislative Office Building

MINUTES

The House Committee on Energy and Public Utilities met at 3:00 PM on March I2,20I9 in Room

643 of the Legislative Office Building. Representatives Arp, Autry, Black, Brockman, Conrad,

Cunningham, Dixon, Goodman, Hanig, Harrison, Holley, Humphrey, Jones, Montgomery,
Riddell, Saine, Sauls, Szoka, and Wray attended.

Representative John Szoka, Chair, presided.

The following bills were considered: NO Bills Considered

Presentations:
Overview of S.L. 2017 - 192: Competitive Energy Solutions for NC, NCGA Staff Auorneys:

Jennifer McGinnis & Chris Saunders (ATTACHMENT l)

NC Utilities Commission's Implementation of H.B. 589, Chairman Edward S. Finley
(ATTACHMENT 2)

Chairman Szoka opened the floor for questions.

The meeting adjoumed at 4 PM.

6t*"er b!s,,k
ve Chair ffiecllerk





House Committee on Energy and Public Utilities
Tuesdayo March l2r20l9r 3:00 PM

643 Legislative Office Building

AGENDA

Welcome and Opening Remarks: Chairman John Szoka, presiding

Introduction of Pages (& All Girl Scoufs: Moira Kelly & Jevan Lyle)

Introduction of Sergeant-At-Arms :

o Glen Wall
. Marvin Lee
o Reggie Sills

Presentations

Overview of S.L. 2017 - 192: Competitive Energy Solutions for NC
Staff Attorneys, Legislative Analysis Division. Jennifer McGinnis & Chris Saunders

North Carolina Utilities Commission's Implementation of H.B.589
Chairman Edward S. Finley, Jr

Other Business

Adjournment
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ATTACHMENT 1

Overview of S.L. 2017-!92
Com petitive Energy Sol utions
for North Carolina
JENNIFER MCGINNIS
CHRIS SAUNDERS

STAFF ATTORN EYS, LEG ISLATIVE ANALYSIS DIVISION



Process and Development

'Product of extensive stakeholder process
involving:
' Legislators
. Legislative staff
. Utilities Commission

' Public Staff

'Utilities
' Renewable energy industry representatives

' Environmental interests
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Key Elements of Legislation

' Reform of the State's implementation of the Public Utilities
Regulatory Policy Act of L978 (PURPA)

. Enactment of the Distributed Resources Access Act
. Green Source Rider Program (renewable energy procurement for

major military installations, public universities, dhd other large
customers)

. Solar Rebate Program



Parts I and ll
Standard Contracts for Small Power Producers and

Competitive Procurement of Renewable Energy
Transitions the State's utility-scale solar development model, driven historically by the public
Utility Regulatory Policies Act of 1978 (PURPA), to competitive procurement in the Duke Energy
Carolinas LLC (Duke) and Duke Energy Progress LLC (Progress) service territories.

STBilCETTRR'IORIT$
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PURPA

PURPA and Qualifying Facilities: PURPA was enacted
by Congress as part of a package of energy legislation
to combat the 'energy crisis' of the late L970s to
reduce dependence on foreign oil and promote
renewable energy. Pursuant to PURPA and federal
regulations, utilities are required to buy energy
generated by 'qualifying facilities" (QF1 at the utility's
"avoided cost."

P



PURPA lmplementation in NC

The Federal Energy Regulatory Commission
(FERC) delegated PURPA implementation

authority to the states.

The North Carolina Utilities Commission (Commission) was
given jurisdiction to set standards for QFs including the
avoided cost calculation and the terms and conditions of
contracts and capacity thresholds for those facilities.

t



NC's "Pre-589" PURPA terms
relative to other states
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North Ca rolina PU RPA-q ualifying solar
facilities relative to other states
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Part I - Standard Contracts for Small
Power Produbers
.Lowered the threshold for eligibility for
sta nda rd offer contracts for QFs u nder
PU RPA to projects of L MW or less, from
the previous 5 MW.

.Shortened the length of standard offer
QF contracts to 10 years from 15 years.*
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Pa rt ll

Establishes a competitive procurement process for
larger new renewable energy facilities that requires
electric public utilities with more than 150,000
customers to issue a request for proposals (RFP) for a
total of 2,650 MW of capacity from renewable energy
facilities over a 45-month term.
r Pro forma contract, with a term of 20 years (subject to adjustment by

the Commission).

' Cost of energy procured capped at the forecasted avoided cost for the
term of the agreement.

r Bidding process overseen by an independent administrator.

Competitive Procurement of Renewable Energy

)

1,800 MW

700 Mw

1,000 MW

3.500 MW

Sonnected

Under Construction

Iransition ,

Sub-Total

665 M\

665 MW

665 MW

655 M\ /

2,550 MWSub-Total



Part lll
Renewable Energy Procurement for Major Military lnstallations, Public
Universities, and Other Large Customers (Green Source Rider Program)

Establishes a new renewable energy procurement program for large energy
users, the military, dnd the University of North Carolina system -- much like the
now-expired "Green Source Rider" (GSR) program initiated in 2OI3 - that allows
them the option of offsetting some or all of their energy consumption with
renewable energy resources in the Duke Energy Carolinas service territory.
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Part lV
Cost Recovery for Certain Small Power Producer

Pu rchases

Allows each public utility to recover the cost of power
purchased f rom PU RPA QFs, a nd the non-
administrative costs of the Green Source Rider

program, through the utility's existing Fuel Clause

Rider.



Part Vl Distributed Resources Access Act
(Third Party Financing and Net Metering)
. Electric public utilities in North

Carolina have the exclusive rights to
sell electricitv to consumers ih a
designated franchise area.

' Prior to S.L. 20L7-I92, utility
customers could own renewable
energy systems for their own use and
were corhpensated via bill credits at a
net metering rate established by the
Commission.
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Part Vl - Distributed Resources Access Act
(Third Party Financing and Net Metering)

Section 5.(a) allows third parties to
offer leasing of solar energy facilities
in the service area of an "offering
utility" or municipality that offers
electric service, and requires
offering utilities to implement
com rnu nity solar progra ms.



Part Vl - Distributed Resources Access Act
(Third Party Financing and Net Metering)

'Under Section 6.(a), the offering utility's retail
electric customers may contract with solar
developers or the utility for the lease of eligible
solar facilities.
.The facility must meet several requirements:

.Solar PV system.

.Capacity limitations, 0nd must not be intended
to offset more tha n IO0% of the customer's
consumption.

.lnterconnect with the utility.

. Safety, performance, relia bility standa rds.
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Part Vl - Distributed Resources Access Act
(Third Party Financing and Net Metering)
. Net Metering - A billing

arrangement between
the custome r and the
utility wherein the
customer receives credit
for excess renewable
energy delivered to the
grid.



Part Vl - Distributed Resources Access Act
(Third Party Financing and Net Metering)

'Section 6.(a) directed offering utilities to file a
docket with the Commission for revised new net
metering rates.

.Existing retail customers who owned a renewable
energy system were grandfathered.
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Part Vl - Distributed Resources Access Act
(Third Party Financing and Net Metering)

'Community Solar (Section 6.(a))
Required offering utilities to
develop a community solar
program to allow customers to
buy subscriptions fo r a certain
amount of electricity produced
by the solar energy facilitY.

)



Part Vl Distributed Resources Access Act
(Third Party Financing and Net Meterine)
rffiunicipal Solar Leasing (Section 6.(a)) - R
municipality that sells electric power may offer leases to
solar energy facilities in the municipality's service
te rrito ry.
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Part Vll Expedited Review of lnterconnection
of Swine & Poultry Waste
.Section 7 directed the Commission to establish
interconnection standards that include an expedited
review process for small swine and poultry waste to
energy projects.



Part Vlll - Solar Rebate Program
.Section 8.(a) created a rebate program applicable to
small residential and commercial solar installations,
to provide incentives to customers that install or
lease solar energy facilities and are subject to the
utility's net metering tariff.
.Section 8.(b) allowed the utilities to recover the cost
of the rebate program.



Part Xlll - Moratorium on Permits for
Wind Energy Facilities
.Section 13 established a

moratorium on the consideration
of applications and the issuance of
permits for wind energy facilities
and wind energy expansions in the
State from January 1,,2017 to
December 3L,2018..The
moratorium has now expired.



Part Xlll - Moratorium on Permits for
Wind Energy Facilities
.Section 13 also directed the General Assembly to
study the extent and scope of military operations in
the State to identify areas where wind energy
infrastructure and development poses a threat to or
encroaches upon military uses.

.The study, conducted by AECOM, was submitted to
the Legislative Services Officer in May of 2018.

I
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NorthCarolins
U#iri€s fommission

North Carolina Util ities Commission's
lmplementation of H.B. 589

Presentation to the N.C. House Committee
on Energy and Public Utilities

Chairman Edward S. Finley, Jr.

March 12,2019

ATTACHMENT 2
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The Commission's Role in Energy Policy
o The Commission is a creature of statute, and exercises

only that authority delegated to it by the General Assembly.

. The Commission is a quasi-judicial,
agency. lt functions like a court, but
delegated leg islative authority.

quasi-legislative
also exercises

o The Commission's orders reflect the Commission's efforts
to implement the law consistent with the intent of the
General Assembly.
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lmplementation of HB 589
Rule-Making: The Commission initiated rulemaking
proceedings on an expedited basis to adopt the following
rules implementing these House Bill 589 programs:
. Commission Rule R8-71: Com petitive Procurement of Renewable

Energy
Commission Rule R8-72. Commun ity Solar Programa

o Commission Rule RB-73: Applications for Certificate of Authority to

a

Engage in Business as an Electric Generator Lessor

Avoided Gost: The Commission's avoided cost proceeding was
pending when House Bill 589 became law. On October 11 ,2017 , the
Commission issued an avoided cost order implementing the changes
to N.C.G.S. S 62-1 56 that were made in Section 1 of House Bill 589.



Overview of lmplementation Status

NorthCarollno
Utilities tommissian

GSA PROGRAM
Compliance filing pending.

Proglram will open after final approval

(one to Duke Energy Clean Energy Resources, LLC)Solar Leasing nla

Duke Energy is planning to host a stakeholder
process with the goal of reaching consensus on a

Net Metering Pending

al related to net meterin
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Gompetitive Procurement of Renewable Energy
(CPRE Program) (N.C.G.S. S 62-110.8)
Timeline and Progress:
. July 28, 2017 (the day after House Bill 589 became law): the Commission issued

an order establishing a rulemaking proceeding to implement the CPRE Program.

(Docket No. E-100, Sub 150).
. November 6,2017: the Commission adopted Commission Rule R8-71 ,

implementing the requirements of the CPRE Program.
. November 27 , 2017: Duke filed its proposed CPRE Program and Program

Guidelines, as required by H.B.589, S 2(c). (Docket Nos.E2, Sub 1159, and E7,
Sub 11 56).

. January 9, 2017: the Commission approved Accion Group, LLC, as the

lndependent Administrator of the CPRE Program.
. February 21 , 2018: the Commission issued an Order requiring Duke to make

modifications to the CPRE Program plan, and approving the CPRE Program plan,

as modified.



NorthCsrolina
lftilities Camrnissian

CPRE Program (cont.)

o In its Order approving the CPRE Program, the Commission discussed its view
that the CPRE Program is a market-based program, and that it is appropriate
to make adjustments to the Program based on the results of the RFp
Solicitations.

' The initial CPRE Program plans called for four RFP Solicitations, or "tranches,"
to procure 2,660 MW of renewable supplied generating capacity.

Cost effectiveness requires that the price be below the avoided cost rates
established by the Commission.

' Tranche 1 sought a total of 680 MW: 600 MW in DEC and 80 MW in DEP

' Bids were submitted based on decrements from current avoided cost rates to
ensure cost effectiveness.

' Bids incorporating energy storage accepted, subject to energy storage protocol

' Duke is required to provide periodic updates to the Commission on Tranche 1.
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NorthCarolina
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CPRE Program (cont.)
Update on Tranche 1

Submission Window:
From July 10,2018, to October 9,2018, bidders ("market participants") gained access
to view, complete, and submit RFP proposal forms.

Number of Bids: 78 total proposals (some by the same market participant)

Generating Capacity Submitted: Total 3,966 MW - approx. 5 times the 680 MW

sought in the Tranche 1 RFP.

Pricing:
lnitial median price decrement was $(6.73yMWh below the avoided cost rates used

for bid evaluation, for both DEP and DEC.

ln the competitive tier, the decrement was $(1O.2yMWh (DEP) and $(7.63) (DEC).

Approximately 10-2Oo/o below the Commission-approved avoided cost rates

Winning bids:

Notified March 25,2019
Contracting period to be completed May 24,2019

a

o

o

o
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GPRE Program (cont.)
Potential Revisions to CPRE P roqram Plans:

The Commission is waiting to take "lessons learned" from the Tranche 1

RFP Solicitation.

On September 1, 2018, the Duke utilities submitted their lntegrated
Resource Plans, including revised CPRE Program plans.

Proposed revisions include:
Recognition that "legacy PURPA projects" will exceed 3,550 MW. This
reduces the total 2,660 MW required under CPRE, pursuant to
G.S. 62-110.8(bX3).

Reduced number of RFP tranches from 4 to 3.

Revised schedule.

Commission directed ongoing discussions among the stakeholders.

a

a

a
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Green Source Advantage Program
(GSA Program) (N.C.G.S. S 62'1 59.21
. The GSA Program offers large commercial customers, major military

installations, and the UNC system customers of Duke Energy the
opportunity to direct the utility procure renewable resource-supplied
power on the customer's behalf.

. The Commission received voluminous comments from a large number

of parties, and held an oral argument with most of the parties choosing
to participate.

. On February 1, 201 9, the Commission issued an Order requiring

modifications to the GSA Program and approving the Program, ?s

modified.
. Final approval of the modified Program is pending, and the

GSA Program should open shortly after Commission approval.
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Gommunity Solar Program
(N.C.G.S. S 62-126.9)
' The Community Solar Program allows the Duke utilities' customers to

offset a portion of their energy usage by subscribing to a community
solar energy facility.

Available until the total capacity of all community solar energy facilities is 20 MW.
Each facility must be 5 MW or less.

No subscriber may have more than 40o/o interest in a community solar facility.
Subscribers may not offset more than 100% of their maximum annual demand for
electricity.

o Duke filed its Community Solar Program and the Commission has
received numerous comments from a number of parties. Duke filed a
substantially revised program in response to comments.

' The Commission is deliberating on the approval of the Community Solar
Program.
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NorthCarolina
Utilitis Cornrnfssion

Solar Leasing Program (N.G.G.S. S 62'126'5)

The Solar Leasing Program allows the Duke utilities' and third party solar facility

developers to offer for lease to Duke's customers solar PV facilities that are

located at the customer's premises.

To engage in business of solar leasing, Duke or the third party solar facility

developer must obtain a certificate from the Commission.

Commission adopted Rule R8-73 detailing the requirements for applications for

a

o

o

these certificates.

To date, the Commission has issued two such certificates:

1. Eagle Solar & Light, LLC

2. Duke Energy Clean Energy Resources, LLC
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Solar Rebate Program (N.G.G.S. S 62-ls5(0)

The Solar Rebate Program allows the Duke utilities' to offer financial incentives
to residential and non-residential customers for the installation of small
customer-owned or -leased solar PV facilities.
The Commission approved the Solar Rebate Program in April 2018.
Update on Program lmplementation:

Rebate Amount:
. Residential Customers: $0.60 / watt; Maximum: $6,000

Nonresidential Customers $0.50 / watt; Maximum $50,000

Availability limited to 10,000 kW per year:
. Nonresidential customers limited to 5,000 kW per year

' 2,500 kW reserved for nonprofit organizations, with 50 kW reserved for NC Green Power Solar Schools Pilot
program.

Results:
' July 2018 Offering:A[ rebates available for residential class were claimed within 2 weeks.

' January 2019 Offering: All rebates available for residential class were claimed within 2 days.

o Note: customer-owned facilities must be under net-metering arrangement...



NorthCsrolina
{Jr#ities C*mmissian

a

Net-Metering Rates (N.C.G.S. S 62-126.4)

"Net-Metering" allows a utility customer to offset all or a portion of the
customer's energy consumption by selling electric power to the utility.

What rate is the customer paid for generating power?
. Full Retail Rate - "the meter spins backward"
. Avoided Cost Rate - Similar to a QF generator
. Something else? Approaches vary and the debates are often contentions

Historically, the Commission allowed small facilities to participate in net
metering arrangements at the full retail rate.

N.C.G.S. S 62-126.4(c) provides that these customers can continue under

current rates until January 1, 2027 .

Duke is planning to host a stakeholder process with the goal of reaching

consensus on a proposal related to net-metering.

o

o
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Questions/Contact

NORTH CAROLINA UTILITIES
COMMISSION

Dobbs Building, 430 Nofth Salisbury street 27G03-5918

4325 Mail Seruice Centq Raleigh, North Carolin a 27699-4300

www.ncuc.net Phone: 919-733-4249 Fax: 9L9-733-7300



HOUSE BILL 589:
Competitive Energy Solutions for NC.

20 I 7-20 1 8 General Assembly

Committee:
Introduced by:
Analysis of: s.L.2017-r92

Date: August 8,2017
Prepared by: Jennifer McGinnis

Staff Attorney

OVERWEII/: S.L, 2017-Ig2 amends various laws related to energy. policy, including reform of the

State implementation of PURPA, the creation of a competitive bidding process for new renewable

energy jacilities, and the enactment of the Distributed Resources Access Act to authorize leasing of
third-p arty ow ned solar development.

This act has various effective dates. Pleuse see thefull summary for more detail.

CURRENT LAW. BACKGROUND. AND BILL ANALYSIS;

PART I: STANDARD CONTRACTS FOR SMALL POWER PRODUCERS

PURPA and Qualifying Facilities: The Public Utilities Regulatory Policy Act of 1978 (PURPA)I was

enacted by Congress to reduce dependence on foreign oil and promote renewable energy. PURPA

requires.riiliti"t to purchase en"rgy generated by qualified facilities atarate based on "avoided cost."

The avoided cost is "the incremental costs to an electric utility of electric energy or capacity or both

which, but for the purchase from the qualifying facility (QF) or qualifying facilities, such utility would

generate itselfor purchase from another source."2

Implementation of PURPA in NC: The Federal Energy Regulatory Commission has delegated PURPA

implementation authority to the States. The North Carolina Utilities Commission (Commission) has

jurisdiction to set standuidr fo. QFs including the avoided cost calculation and the terms and conditions

tf contracts and capacity thresholds for those facilities. The Commission currently requires publicly

owned electric utilities to offer standard 5-, 10-, and l5-year long term power purchase agreements for

small power production facilities 5 MW and under.

The Commission establishes the avoided cost rate and terms and conditions of the standard contract

biennially and there is currently an open docket to establish the avoided cost rate.3 The Commission has

not yet issued an order in the docket reestablishing the rate or terms and conditions of the contract.

In their avoided cost docket filing, Duke has stated that 60Yo of all PURPA projects in the country are in

North Carolina. As of September 2016,1,300 MW of utility scale solar has been interconnected in the

service territories of Duke Energy Progress and Duke Energy Carolinas.a

I Pub. L. No. 95-617, 92 Stat.3ll7.
2 

1 8 C.F.R. 2e2.r0t(b)(6).
3 Biennial Determination of Avoided Cost Rates for Electric Utility Purchases from Qualifying Facilities-2016, NCUC

Docket No.E-l00, Sub 148.

Legislative Analysis
Division
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House Bill 589
Page 2

Legally Enforceable Obligation: Pursuant to PURPA and federal regulations, a QF has the right to sell
energy and capacity under a legally enforceable obligation (LEO).5 The LEO sets the point in time the
QF has committed to sell energy or capacity to the utility and obligated the utility to purchase from the
QF at the utility's avoided cost rates calculated when the LEO commitment is made.

Section 1.(a) aligns the definition of small power producer in State law with the federal definition of a
small power production facility. A small power production facility is a generating facility of 80 MW or
less whose primary energy source is renewable, biomass, waste, or geothermal resources.

Section 1.(b) requires utilities to offer standard contracts to small power production facilities for up to
l0-year terms for facilities that have a capacity up to 1 MW. The standard contract for 1 MW facilities is
capped to a total aggregate of 100 MW per public utility. Once the 100 MW cap is reached, the standard
contract minimum capacity threshold is reduced from I MW to 100 kW.

For small power producers over I MW, or 100 kW once the 100 MW cap is reached, the rates will be
negotiated between the small power producer and the utility for a fixed five-year term. Swine and
poultry waste, small hydropower, and biogas facilities may negotiate, however, for a term beyond five
years.

The act also requires that capacity payments be made only when capacity is needed by the utility based
on need for that resource as established by the utility's statutorily required integrated resource plan. The
limitation on capacity payments does not apply to swine and poultry waste for which a need is
established by the renewable energy portfolio standards.

Section 1.(c) provides for a grandfathering of small power production facilities that are currently
eligible for the avoided cost rates in Commission Docket E-l00, Sub 140 (the "Sub 140 tariffs" are the
avoided cost rates determined in 2014). Facilities currently eligible for those rates have a 30-month
deadline to be placed into service (that deadline is September 10, 2018).

This section provides for an extension of the 30-month deadline and continued eligibility for the Sub
140 tariff for facilities that are otherwise qualified if they had met the deadline. These facilities, which
are eligible for a l5-year contract under the Sub 140 tariff, will have the duration of the term begin on
September 10,2018.

Under this section, the utility has the option not to interconnect a solar facility to its distribution system
with a nameplate capacity of ten megawatts (10 MW) or greater that had not execut.d un
interconnection agreement prior to July l,2Ol7, and may require such facility to interconnect to the
utility's transmission system.

Section 1.(d) provides that this section is effective when it becomes law. Section 1.2 applies to standard
contract offers made on or after that date and Section 1.3 applies to small power production facilities
that have established a legally enforceable obligation by November 15, 2016.

PART II. COMPETITIVE PROCUREMENT OF RENEWABLE ENERGY

Section 2.(a) creates a competitive procurement process for new renewable energy facilities by
requiring electric public utilities with more than 150,000 customers (Duke Energy, including Duke
Energy Carolinas and Duke Energy Progress) to issue a request for proposals (RFP). The RFP must be
issued over a 45-month term for a total procurement of 2,660 MW of capacity from renewable energy

4 Joint Initial statement and Proposed standard Avoided Cost Rate Tarffi of Duke Energ,, Carolinas, LLC'and Duke Energt
lrogress, rrc, NCUCDocketNo. E-I00, Sub-148 (filedNov 15,2016).
s l8 cFR 292.304(d).
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facilities. Any amount of renewable energy resources not contracted for during the competitive

procurement is subject to rollover into a new competitive procurement. The Commission must determine

whether any additional competitive procurement will be offered at the expiration of the initial 45-month

competitive procurement based on a showing of need as evidenced by the utility's most recent biennial

integrated teiout." plan or updates to the plan as approved by the Commission.

*The competitive procurement is required to be reasonably allocated over 45 months - the capacity

stated in each year is an estimate.

Green Source Rider (see Part III) 600 Mw

Community Solar (see Part VI) 40 MW

Total 6,800 MW

The amount of capacity from renewable energy facilities not procured during the 45-month competitive

procurement period is subject to rollover and would be procured in a new competitive procurement

ishould u1 udditional competitive procurement be offered at the expiration of the initial 45-month

competitive procurement based on a showing of need as determined by the Commission).

This section places the following limitations on the procurement of renewable energy resources:

o The total amount of energy in the competitive procurement will be adjusted up or down by any

amount in which the public utility's renewable energy procurement outside of the competitive

procurement and the g.."n sour"e rider program (see Part III below) is more or less than 3500

MW. Cunent estimates by the utility are that 3,500 MW is the total amount of solar energy

Existing and Transitional Solar Capacity in North Carolina

1,800 MWConnected

700 MwUnder Construction

1,000 MwTransition

3,500 MWSub-Total

Competitive Procurement*

66s MW2018

66s MW2019
665 MW2020

665 MW2021

2,660 MWSub-total
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capacity in the State that is either connectedo under construction, or will be developed prior to the
first competitive procurement solicitation.

o The cost of the energy procured will be capped at the forecasted avoided cost for the term of the
agreement.

o The utility will be required to release a pro forma contract prior to the solicitation for bids on a
renewable energy project. The pro forma contract will establish terms and conditions for
resource dispatch and curtailment. The pro forma contract will be for a term of 20 years; that
term, however, could be adjusted in the discretion of the commission.

o The public utility will be able to participate as a developer of renewable energy facilities but will
be limited to a maximum of 30% of the procurement amount

The act provides that the utility has the authority to determine the location and allocated amounts of
renewable energy resource projects within its service area. It will also have rights to dispatch, operate,
and control third-party operated renewable energy facilities as it does its own generating facilities.

The competitive bidding process will be overseen by an independent administrator that is required to
publish the methodology used to choose the projects. The public utility is required to disclose uny non-
publicly available information concerning its own system in preparing its bid to other bidders.

The costs to procure energy in the competitive procurement are eligible to be recovered through an
annual rider. The annual costs recoverable, however, are not allowed to exceed one percent oftotal
revenues of the utility in the State for the prior calendar year.

The Utilities Commission is required to adopt rules to provide oversight of the competitive procurement
program and to establish a procedure to modify or delay the competitive procuriment program if it
determines it is in the public interest to do so. The Commission is further requlred to adopt iulei to:

' Provide for a waiver of regulatory conditions or code of conduct requirements that would
unreasonably restrict a public utility or its affiliates from participating in the competitive
procurement process, unless the Commission finds that such a waiver would not hold the public
utility's customers harmless.

o Establish a procedure for expedited review and approval of certificates of public convenience
and necessity for renewable energy facilities owned by the public utility.

o Establish a methodology to allow an electric public utility to recover its costs pursuant to the
annual rider created in this section.

Section 2.(b) makes a conforming change to Chapter 62 to exempt power purchase agreements entered
into pursuant to the competitive procurement from Commission filing and approval requirements.

Section 2.(c) provides that this section is effective when it becomes law and specifies that the utilities
must file the competitive procurement program with the Commission within t10 days of the effective
date and the Commission must issue an order to approve, modify, or deny the program within 90 days of
the filing.

PART III. RENEWABLE ENERGY PROCUREMENT FOR MAJOR MILITARY
INSTALLATIONS, PUBLIC UNIVERSITIES, AND OTHER LARGE CUSTOMERS (GREEN
SOURCE RIDER PROGRAM CONTINUED)

Background: In December of 2013, the Commission approved a three-year Green Source Rider pilot
program designed to give large energy customers the option of offsetting some or all of their enirgy
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consumption with renewable energy resources in the Duke Energy Carolinas service territory.6 The pilot
program has expired.

Section 3 provides for a new renewable energy procurement program for large energy users, the

military, and the University of North Carolina ([INC) system. Large energy users are defined as those

with a contract demand for 1 MW or more, or 5 MWs or more at multiple service locations when

combined in aggregate.

The public utility is required to file for Commission approval of the new program within 180 days of the

effective date of the section. It will provide for standard contract terms and conditions that allows the

customer to choose the renewable energy facility and for a term ranging from? to 20 years.

The customer program participants are limited to contract for l25Yo of their maximum annual peak

demand. The program participants are required to establish reasonable financial assurance requirements;

however, the military and UNC are exempt from the requirements.

The program will expire in five years or on December 31, 2022, whichever is later. The program has a

"upof 
ObOfrAWof iotalcapacity,with l00MWsetasideforthemilitary and250 MWsetasidefor

UNC. If the set-asides are not used by December 31, 2020 or three years after the start of the program,

whichever is later, the capacity can be used by any eligible program participant. If any capacity is not

contracted for by the expiration of the program, it will rollover into the competitive procurement

program.

Under the program, the utility pays the contract price to the renewable energy developer. The avoided

cost portion oi the contract price is recovered through the fuel clause rider (see Part IV below). The

program participant will receive a bill credit as determined by the Commission but not to exceed the

utility's avoided cost. In determining the bill credit, the Commission will ensure that all other customers

are held harmless from the impact of the renewable electricity procured on behalf of the program

customer.

PART IV. COST RECOVERY FOR CERTAIN SMALL POWER PRODUCER PURCHASES

Section 4 enables the public utility to recover the cost of PURPA QF purchased power and the non-

administrative costs of the green source rider program through the existing fuel clause rider.

This section also adds those costs to the annual cap on cost increases for other parts ofthe fuel clause

rider and raise the cap on those costs fuom 2.0o/o to 2.5Yo of total revenues of the utility for the prior

calendar year.

PART V. AMEND COST CAPS FOR REPS COMPLIANCE

ln 2007,the General Assembly enacted a Renewable Energy Portfolio Standard (REPS) requirement for

electric power suppliers.T REPS requires electric power suppliers to provide a designated amount or

percentage of power from renewable energy resources as a portion of their overall provision of
electricity.

6 NCUC Docket E-7, Sub 1043.
1 5.L.2007-397, also known as "Senate Bill 3.'
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Cost Cap: Electric power suppliers are allowed to recover costs of compliance with the REPS
requirements through an annual rider proceeding. The recovery of costs may not exceed an amount
equal to the per-customer annual charges in the following schedule:

Customer Class 2008-201 I 2A I 15

Residential, per acct $12 $34

Commercial, per acct $s0 $150

Industrial, per acct $500 $1000

Section 5.1 reduces the cost caps for residential customers under REPS from $34 per account per year to
$27 per account per year. Secticn 5.2 holds the public utility harmless fbr contrr.ts entered into for
REPS compliance prior to JuIy 1,2017.

PART VT. DISTRIBUTED RESOURCES ACCESS ACT

Third Party Financing and Net Metering: In many states, the development of residential and
commercial rooftop and on-site solar facilities involves third party financing options such as power
purchase agreements (PPA) and leasing arrangements with third party solar developers. Under a PPA,
the customer agrees to purchase all the energy produced by the system. With a leasing arrangement, the
customer agrees to pay a fixed monthly fee to the third-party for the equipment that is not directly based
on the amount of on-site electricity generation. Under either financing model, any excess generation not
used on-site is typically subject to a net metering arrangement between the customer and the utility.

Under current law, electric public utilities in the State have the exclusive rights to sell electricity in a
designated franchise area. Third-party financing models are not available because solar developers are
not authorized to sell power back to the consumer in the State unless they are the regulated public utility
serving that franchise area.

Retail customers, however, can own a renewable energy system for their own primary use and are
compensated through bill credits under a net metering rate. The Commission established net metering
rules for investor-owned utilities in 2005 and last revised those rules in 2009.8 Under the current net
metering rates, retail customers that own their own renewable energy systems receive a bill credit at the
retail rate for net excess power generation. Those credits carry forward to the next month's bill and
rollover month to month if not used. The credits expire annually at the beginning of the summer billing
season.

Section 6.(a) enacts the Distributed Resources Access Act to allow third parties to offer leasing of solar
energy facilities in the service area of an offering utility or a municipality that offers electric service and
to create a community solar energy program to be implemented by the offering utility. The offering
utility is any electric public utility as defined in G.S. 62-3(23) serving at least 150,000 North Carolina
retail jurisdictional customers as of January 1,2077, but does not include any other electric public
utility, electric membership corporation, or municipal electric supplier.

8 NCUC Docket No. E-100, Sub 83 (March 31,2009)
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The section allows retail electric customers of an offering utility to enter into contracts with solar

developers or the electric public utility for the lease of eligible solar facilities. The solar energy facility

will have to meet the following requirements to be eligible:
r Generates electricity from a solar photovoltaic system.

. Is limited to a capacity of:
o Nonresidential customers: lMW or 100% of contract demand.

o Residential customers:20 kW or I00% of estimated demand.

o Is located on the premises of the customer being served.

o Is interconnected with the public utility.
o Is intended to offset no more than 100%o of the customer's own consumption.

o Meets all applicable safety, performance, interconnection, and reliability standards.

The total installed capacity of all leased solar energy facilities on an offering utility's system is capped at

IYo of the previour fiue year average of the North Carolina retail contribution to the offering utility's

coincident retail peak demand.

Net Metering: Section 6 requires the electric public utility to file a docket with the Commission for

revised net metering rates. ThL rates will be established aft9r an investigation of the costs and benefits of
customer-sited geniration. The Commission is directed to establish rates that ensure net metering

customers pay their full fixed cost of service and the rates may include fixed monthly charges. Retail

customers ihut orrn their own renewable energy system and are on an approved net metering rate, prior

to the approval of the revised net metering rates, are grandfathered in at the rate at the time of
interconnection until January I, 2027 .

Consumer Protection: Section 6 requires that the lease agreement provided by a lessor, including the

utility or a third party developer, must comply with the following requirements:

o Be signed and dated and in at least 12 point font.
. Include the right to rescind the agreement for three business days.

o Provide a description of the solar energy facility.
o List the cost, fees, payments, interest, etc. over the life of the agreement.

o Identify State and federal tax incentives that are included in the lease payments.

o Provide a disclosure ifa transfer ofthe lease is subject to any restrictions.
. Provide a disclosure if a transfer of ownership of the real property to which the solar energy

facility is affixed is subject to any restrictions.
. Provide a summary of total costs for maintaining and operating the solar energy facility.
. If the agreement contains an estimate of the customer's future utility charges, provide an estimate

of the ritail electric customer's estimated utility charges during the same period as impacted by

potential utility rate changes ranging from at least a five percent (5%) annual decrease to at least

a five percent (5Yo) annual increase from current utility costs.

. Provide a standard disclaimer that utility rates and tax incentives are subject to change.

This section further requires that if the maintenance or warranty for the solar energy facility is

transferred, the person who is currently obligated to maintain or warrant the solar energy facility must

disclose the contact information of the person who will be assuming the maintenance or warranty

obligations of the solar energy facility.
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With regard to marketing materials, this section requires that if those materials contain an estimate of the
customer's future utility charges, it must provide an estimate of the retail electric customer's estimated
utility charges during the same period as impacted by potential utility rate changes ranging from at least
a five percent (5%o) annual decrease to at least a five percent (5%) annual increase from cunent utility
costs.

Commission Authority over Lessors: Section 6 requires lessors to obtain a certificate from the
Commission before beginning operations. To be certified an applicant must comply with the following
requirements:

o Register each solar energy facility that the applicant leases to a customer.

' Certify that each lease of a solar energy facility that the applicant offers or accepts will comply
with the requirements set out in the act.

o consent to the auditing of its books and records by the public Staff.
o Conduct its business in compliance with all federal and State laws, regulations, and rules for the

protection of the environment and conservation of natural resources, the provision of electric
service, and the protection of consumers.

This section creates a civil penalty of up to $10,000 for any person to operate in violation of the terms of
the Act or to engage in unfair or deceptive practices in the leasing of solar energy facilities.

Community Solar: Section 6 requires the development of a community solar program that will require
the offering utilities to file a program with the Commission to construct up to Zb VWs of solar facilities
per public utility that will allow customers to participate by buying subscriptions for a certain amount of
output of the electricity produced by the facility. Each community solar energy facility will be required
to offset the electric needs of at least five subscribers and no single subsCriber will be allowed to
subscribe to more than 40Yo of the output of the facility. The facility will be limited to 5 MW in size and
each subsmiption will represent at least 200 W of generating capacity and no more than I00% of the
maximum annual peak demand of electricity at the subscriber's premises.

The program will be capped at 20 MW per public utility, for a total of 40 MW between Duke Energy
Carolinas and Duke Energy Progress. Subscribers to the program will be required to be in the same
county or a county contiguous to the facility. If the subscriber does not meet the location requirements,
the Commission may approve requests from the electric public utility to allow a subscriber io be up to
75 miles from the facility. Subscribers to the facility will receive a bill credit at the utility's avoided cost
rate.

The public utility is required to file for Commission approval of the program within 180 days of the
effective date of the section. The Commission may approve, disapprove, or modify the design of the
community solar energy program submitted by the utility to ensure that customers who do not Jubscribe
to a community solar energy facility are held harmless, among other requirements.

Leasing Program by Municipalities: Section 6 provides that amunicipality that sells electric power to
retail customers may offer leases to solar energy facilities located witttin the municipality's service
territory at the election of its governing council or commission. It prohibits the costs a municipality
incurs in marketing, installingo owning, or maintaining leases through its own leasing p.og.u-, u, u
lessor to be recovered from other nonparticipating municipality retail customers through rates.
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If the municipality offers a leasing program, a third party lessor may lease a solar energy facility within

the municipulity'r service territory if they have received a certificate issued by the Commission and

comply with terms and conditions approved by the municipality. The Commission's net metering rates

wiil-nbt apply in the municipality's service territory: any net metering tariffs offered in a leasing

uoung.-rni under this sectiorrwill be adopted by the municipality's governing council or commission.

Section 6.(b) makes a conforming change to provide that lessors of solar energy facilities are not

regulated public utilities under Chapter 62 of the General Statutes.

Section 6.(c) makes a conforming change to G.S.62-110.1(9) to exempt leased solar energy facilities

from the certification requirements Chapter 62 (the certificate of public necessity and convenience).

This section also require. the 
"*"-pt 

facilities to report the proposed construction and completion of the

facility to the Commission and the interconnecting public utility.

PART VII. EXPEDITED REVIEW OF INTERCONNECTION OF SWINE AND POULTRY
WASTE

Under current law, the Commission has the authority to adopt rules to establish standards for

interconnection of renewable energy facilities with a capacity of 10 MW or less to an electric public

utility's distribution system.

Section 7 directs the Commission in its rule adoption authority under REPS, to establish interconnection

standards that include an expedited review process for swine and poultry waste to energy projects of two

megawatts (2 MW) or less, and other measures to help achieve compliance with the swine and poultry

waste set-asides under REPS.

PART VIII. SOLAR REBATE PROGRAM

Section 8.(a) creates a solar rebate program to provide incentives to customers that install or lease solar

energy facilities and are subject to the public utility's net metering tariff. The incentives are limited to

facilities as follows: (i) residential: 10 kW alternating current; and (ii) non-residential: 100 kW

altemating current. The program shall meet the following requirements:
. Limited to 10 MW annually of total installed capacity over five years from 2018 through2022'

There are two utilities subject to this section, Duke Energy Carolinas and Duke Energy Progress,

thus a total 100 MW of total installed capacity is eligible for the rebates program.

o Non-residential installations must not exceed half of the capacity of the program, which is 5

MW. 2.5 MW must be set aside for non-residential installations by non-profits, with 50 kW set

aside for NC Greenpower Solar Schools Pilot or a similar program.

. Any set-asides or any portion of the incentives that goes unsubscribed will rollover to subsequent

years.

Section 8.(b) amends the REPS rider to allow cost recovery by the public'utility for the cost of the

rebates program.

Section 8.(c) requires the public utilities to file the application for the rebates program within 180 days

after the section becomes effective. The section becomes effective when it becomes law.
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PART IX. DEMAIID-SIDE MANAGEMENT FOR STATE OWI\ED FACILITIES PILOT
PROJECT

Section 9 establishes a pilot program in the Department of Public Safety to enroll in a demand-side
management program rate or tariff with the public utility if available. The program allows load to be
curtailed or shifted onto the generator when called upon for energy efficiency or emergency pulposes
and qualifies the agency to enroll in a potentially cost saving rate or tariff. The Department is requiied to
report on the pilot program to the Joint Legislative Commission on Energy Policy by January 31 of each
year and the program expires on January 1,2020.

PART X. UPDATE UTILITIES COMMISSION CHARGES AND FEES

The Commission and the Public Staff issued a recommendation to the General Assembly in 2016 to
consider changes to fees and charges of the Commission, pursuant to a direction to review fees and
charges included in the 2015 Appropriations Act.

The costs of the activities of the Commission and the Public Staff are supported by the fees and charges
imposed under G.S. 62-300 and the utility regulatory fee imposed under G.S. 62-302. The fees and
charges imposed under G.S. 62-300 are intended to defray the administrative costs of processing filings.

Section 10.(a) codifies a required filing at the Commission for a renewable energy registration statement
pursuant to Commission Rule R8-66 and reference a new associated fee for renewable energy facilities
seeking a renewable energy certificate (REC). G.S. 62-133.8(k) cunently requires the Commission to
track RECs but has no associated fee required to register and process facilities applying for the RECs
under Commission rules adopted to implement the online tracking database.

Section 10.(b) amends the fees under G.S. 62-300. It creates a $250 fee for (i) an application for a
certificate of authority to engage in business as a solar generator lessor (see Part VI of the act); and (ii)
the processing of the registration statement for a REC (see Section l0.l of the act). This section also
creates a $50 fee for the processing of Reports of Proposed Construction that are required to be filed
with the Utilities Commission for facilities exempt from the requirement to obtain a certificate of public
convenience and necessity.

PART XI. UTILITIES COMMISSION/PUBLIC STAFF POSITIONS

Section 11 authorizes the Utilities Commission and the Public Staff to create two positions in order to
meet the requirements created by the act.

PART XII. ENERGY STORAGE STUDY

Section 12 requires the North Carolina Policy Collaboratory at UNC to conduct a study on energy
storage including how energy storage may or may not provide value to North Carolina consumers based
on capital investments, value to the grid, net customer savings, net job creation, impact to rates and
service quality, and other factors. The study must address the feasibility of energy storage in North
Carolina, what services energy storage can provide that are not being performed currently, the economic
potential or impact of energy storage in North Carolina, and the policies needed or impacted by
coordinated energy storage policy. The Collaboratory is required to report the results of the study to the
Energy Policy Council and the Joint Legislative Commission on Energy Policy by December 1, 2018.



House Bitl 589
Page 11

PART XIII. MORATORIUM ON PERMITS FOR WIND ENERGY FACILITIES

In2013, the General Assembly enacted Article 2lC of Chapter 143 of the General Statutes, which

established a permitting program for the siting and operation of wind energy facilities in the State (S.L.

2013-51).Noperson *uy uttd..take construction, operation, or expansion activities associated with a

wind energy facitity without first obtaining a permit from the Department of Environmental Quality.

Section 13 establishes a moratorium on the consideration of applications and on the issuance of permits

forwind energy facilities and wind energy expansions inthe State from January 1,2017, to December

31, 2018. The moratorium does not apply to:

o Facilities that received a "Determination of No Hazard to Air Navigation" issued by the Federal

Aviation Administration on or before }i4ay 17,2013; or

. Applicants who can show a completed application was submitted on or before January 1,2017 '

The act also directs the General Assembly to study the extent and scope of military operations in the

State in order to create maps and data to be used to communicate the temporal and spatial use of land-,

air-, and water-based military operations and identify areas where energy infrastructure and

development pose a threat to, encroaches upon, or otherwise reduces operations, training capabilities, or

readiness. The act provides the following timeline for the study:

. The Legislative Services Officer is required to issue an RFP for collection of data and creation

of maps by September 1,2017.

o I contract must be executed by Novembet 1,2017.

. The study, including maps and data, and findings and recommendations, must be submitted on

or before May 31, 2018.

EFFECTM DATE: Except as otherwise provided, the act would become effective when it becomes

law.

Layla Cummings, former staff attorney, substantially contributed to this summary.
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3:House Committee on Energy and Public Utilities
Tuesday, March 19,2019 at 3:00 PM

Room 643 of the Legislative Office Building

MINUTES

The House Committee on Energy and Public Utilities met at 3:00 PM on March 19,2019 in Room

643 of the Legislative Office Building. Representatives Arp, Autry, Black, Brockman,

Cunningham, Dixon, Goodman, Hanig, Harrison, Hastings, Hawkins, Holley, Howard,

Humphrey, Richardson, Riddell, Szoka, and Wray attended.

Representative John Szoka, Chair, presided.

The following bills were considered:

HB 235 Utilities Commission Technical &Admin Changes.-AB (Representatives Arpo Szoka)

AMENDMENT: Rep. Hanig explained and moved for the adoption of an amendment (H235-I48-
I [v-2]), Rep. Arp seconded the motion and the amendment was adopted.

PRESENTATIONS:

ElectriCities Presentation: Understanding Public Power, ElectriCities of NC, Inc. I Roy Jones,

cEo (ATTACHMENT l)

How Electric Cooperatives Are Structured / Lee Ragsdale, Sr. VP, NC Electric Cooperatives/ S.

Lee Ragsdale, Jr., PE (ATTACHMENT 2)

The floor was open for remarks and questions.

The meeting adjoumed at 3:57 PM.

Chair Beverly S Commi ClerkJ





House Committee on Energy and Public Utilities
Tuesday, March l9r20l9r 3:00 PM

643 Legislative Office Building

AGENDA

Welcome and Opening Remarks: Chairman John D. Szoka, presiding

Introduction of Pages & Sergeant-At-Arms

Bills

BILL NO.
HB 235

SHORT TITLE
Utilities Commission Technical
&Admin Changes.-AB

SPONSOR
Representative Arp
Representative Szoka

Please find attached a Proposed Committee Substitute @CS) forHB 235

Amendment H235-ART-1[v.2] presented by Rep. Hanig

Presentations

ElectriCities Presentation: Understanding Public Power
Presenter: Roy Jones, CEO

How Electric Cooperatives Are Structured
Presenter: Lee Ragsdale, Sr. VP, Grid Infrastructure & Compliance / NC Elechic Cooperatives

Other Business

Adjournment





NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill235

H235-ARI-l lv.2l

Amends Title [NO]
H235-CSRIf-1

Representative Hanig

moves to amend the bill on page l, line 3 I,
by rewriting that line to read:

SIGNED

SIGNED

Date

AMENDMENT NO.
(to be filled in by
Principal Clerk)
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"(1) "Broadband service" means any service that consists of or includes a
high-speed access capability to transmit at a rute of not less than ?0+kitebi*

ttreshold for broadband service established by the Federal Communications
Commission and either (i) is used to provide access to the Internet, or (ii)
provides computer processing, information storage, information content, or
protocol conversion, including any service applications or information service
provided over such high-speed access service. "Broadband service" does not
include intrastate service that was tariffed by the Commission and in effect as

of the effective date of this subdivision.".

S

Chair if Senate Committee Amendment

FAILED TABLED
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

HOUSE BILL 235

PROPOSED COMMITTEE SUBSTITUTE H235.PCS30193-RIf-1

Short Title: Utilities Comm'n Tech. and Add'l Changes.-AB

DH
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March 4,2019

A BILL TO BE ENTITLED
AN ACT TO MAKE TECHNICAL, CLARIFYING, CONFORMING, AND

ADMINISTRATIVE CHANGES TO THE LAWS RELATED TO PUBLIC UTILITIES; TO

INCREASE THE NONUTILITY FILING FEE FOR A CERTIFICATE OF PUBLIC

CONVENIENCE AND NECESSITY; TO ALLOW THE USE OF MASTER METERS IN
MULTI-UNIT APARTMENT BUILDINGS; AND TO GRANT THE UTILITIES
COMMISSION AND PUBLIC STAFF ADMINISTRATIVE FLEXIBILITY REGARDING

JOB CLASSIFICATIONS AND SALARIES, AS RECOMMENDED BY THE NORTH

CAROLINA UTILITIES COMMISSION.
The General Assembly ofNorth Carolina enacts:

TECHNICAL, CLARIFYING, CONFORMINGO AND ADMINISTRATIVE CHANGES
TO THE LAWS RELATED TO PUBLIC UTILITIES

SECTION 1. G.S. 20-398 reads as rewritten:

"$ 20-398. Household goods carrier; marking or identification of vehicles.

(a) No carrier shall operate or attempt to operate any motor vehicle upon a highway,

public street, or public vehicular area within the State in the transportation of household goods

lor rornprtrsation unless the name or trade name and the North Carolina number assigned to the

carrier by the North Carolina Utilities Commission appear on each side of the vehicle in letters

and figures not less than three inches high. The North Carolina number assigned to the carrier

shall also be placed on the rear left upper quadrant of the vehicle in letters and figures not less

than three inches high. In case of a tractor-trailer unit, the side markings must be on the tractor

and the rear markings must be on the trailer. The markings required may be printed on the vehicle

or on durable placards securely fastened on the vehicle.

G) G.S.

officer with territorial jurisdiction is authorized to enforce the provisions of this section."

SECTION 2. G.S. 62-3 reads as rewritten:

"S 62-3. Definitions.
As used in this Chapter, unless the context otherwise requires, the term:

(1) "Broadband service" means any service that consists of or includes a

high-speed access capability to transmit at arate of not less than ?0O+i+ebi+s
e current

threshold for broadband service established by the Federal Communications

Commission and either (i) is used to provide access to the Internet, or (ii)
provides computer processing, information storage, information content, or
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General Assembly Of North Carolina Session 2019

protocol conversion, including any service applications or information service
provided over such high-speed access service. "Broadband seryice" does not
include intrastate service that was tariffed by the Commission and in effect as
of the effective date of this subdivision.

(2) "Certificate" means a certificate of public convenience and necessity issued
by the Commission to a person or public utility or a certificate of authority
issued by the Commission to a bus company.

(23) a. "Public utility" means a person, whether organized under the laws of
this State or under the laws of any other state or country, now or
hereafter owning or operating in this State equipment or facilities for:

Diverting, developing, pumping, impounding, distributing or
fumishing water to or for the public for compensation, or
operating a public sewerage system for compensation;
provided, however, that the term "public utility" shall not
include any person or company whose sole operation consists
of selling water or sewer service to less than 15 residential
customers, except that any person or company which
constructs a water or sewer system in a subdivision with plans
for 15 or more lots and which holds itself out by contracts or
other means at the time of said construction to serve an area
containing more than 15 residential building lots shall be a
public utility at the time of such planning or holding out to
serve such 15 or more building lots, without regard to the
number of acfual customers connected;

2

c

d.

The term "public utility" shall include all persons affiliated through
stock ownership with a public utility doing business in this State as
parent corporation or subsidiary corporation ffio
such an extent that the commission shall find that such affiliation has
an effect on the rates or service ofsuch public utility.
The term "public utility," except as otherwise expressly provided in
this Chapter, shall not include the followin$.
1.

2. a+An authority organized under the North Carolina Water and
Sewer Authorities A€+-, AgL

3. An electric ortelephonemembership @4. e+any-Aqllperson not otherwise a public utility who fumishes
such service or commodity only to himself, his employees or
tenants when such service or commodity is not resold to or
used by

Any person other than a nonprofit organization serving only its
members, who distributes or provides utility service to his employees
or tenants by individual meters or by other coin-operated devices with
a charge for metered or coin-operated utility service shall be a public
utility within the definition and meaning of this chapter with respect
to the regulation of rates and provisions of service rendered through
such meter or coin-operated device imposing such separate metered
utility charge.

dl.

Page2 House Bill235 H235-PCS30193-RIf-1



General Assembly Of North Carolina Session 2019

d2. If any person conducting a public utility shall also conduct any

enterprise not a public utility, such enterprise is not subject to the

provisions of this Chapter.
d3. A water or Sewer system owned by a homeowners' association that

provides water or sewer service only to members or leaseholds of
members is not subject to the provisions of this Chapter.

The term "public utility" shall not include the State, the Department of
Information Technology, or the Microelectronics center of North
Carolina in the provision or sharing of sri+ehed-'broadband
telecommunications services with non-State entities or organizations

of the kind or type set forth in

1.

SECTION 3. G.S. 62-15 reads as rewritten:

"$ 62-15. Office of executive director; public staffo structure and function.

(b) There is established in the Commission a public staff. The public staff shall consist

of the executive director and such other professional, administrative, 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 appeia+ed-, h[9d-supervised, and

tirectedbytheexecutiveThepublicstaffshal1notbe
subject to ihe supervision, direction, or control of the Commission, the chairman, or members of
the Commission.

(d) It shall be the duty and responsibility of the public staff to:

(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 ra*es{at€!,

operations. manasement. or service of public utilities;

(-r)

03) When deemed necessary blr the executive director in the interest of the using

and consuming public. appear before State and federal courts and agencies in
matters affecting public utility service.

SECTION 4. G.S. 62-20 reads as rewritten:

"$ 62-20. Participation by Attorney General in Commission proceedings.

The Attorney General may intervene, when he deems it to be advisable in the public interest,

in proceedings before the Cornmission on behalf of the using and consuming public, including

utiiity users generally and agencies of the State. The Attorney General may institute and originate

proceedings before the Commission in the name of the State, its agencies or citizens, in matters

within the jurisdiction of the Commission. The Attorney General may appear before such State

and federal courts and agencies as he deems it advisable in matters affecting public utility
services. In the performance of his responsibilities under this section, the Attorney General shall

have the right to employ expert witnesses, and the compensation and expenses therefor shall be

paid from ihe Contingency and Emergency Fund. +hrupq! reques!,-th9-Commission shall

hrmish the Attorney General with copies of all applications, petitions, pleadings, order and

H235-PCS30193-RIf-1 House Bil1235 Page 3
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decisions filed with or entered by the Commission. The Attorney General shall have access to all
books, papers, studies, reports and other documents filed with the Commission."

SECTION 5. G.S. 62-34 reads as rewritten:
"S 62-34. To investigate companies under its control; visitation and inspection.

to the
provided b)' law.

(a)

n

SECTION 6. G.S. 62-39 reads as rewritten:
"S 62-39. To regulate crossings of telephone, telegraph, electric power lines and pipelines

and rights-of-way of railroads and other utilities by another utility.

(d) This section shall not be construed to limit the right of eminent domain conferred
upon public utilities and electric membership corporations by the laws of this State or to limit the
rightanddutyconferredbylawwithrespecttocrossingofrailroadsand@
@utthedutyimposedandtheremedygivenbythissectionshallbe
in addition to other duties and remedies now prescribed by law. Any party shall have the right of
appeal from any final order or decision or determination of the Commission as provided by law
for appeals from orders or decisions or final determinations of the Commission."

SECTION 7. G.S. 62-49 reads as rewritten:
"$ 62-49. Publication of utilities laws.

The Commission is authorized and directed to secure publication of all North Carolina laws
affecting public utilities, together with the Commission rules and regulations, in an annotated
edition,andtheCommissionmayadoptrulesfordistributionofsaid@

iens
@andmayrepublishsaidlawsatsuchtimesasmaybereasonableand
necessary."

SECTION 8. G.S. 62-74 reads as rewritten:
"g 62-74. Complaints by public utilities.

Any public utility shall have the right to
utility or any person on any of the grounds upon which complaints are allowed to be fiied by
other parties, and the same procedure shall be adopted and followed as in other cases, except that
the complaint and notice of hearing shall be served by the Commission upon such inteiested
persons as it may designate."

SECTION 9. G.S. 62-79 reads as rewritten:
'S 62-79, Final orders and decisions; findings; servicel compliance.

(b) A copy of every final order or decision under the seal of the Commission shall be
served on the
person against whom it runs or his attorney and notice thereof shall be given to the othei parties
to the proceeding or their attorney. Such order shall take effect and become operative whenlssued
unless otherwise designated therein and shall continue in force either for a period which may be
designated therein or until changed or revoked by the Commission. If an order cannot, in the
judgment of the Commission, be complied with within the time designated therein, the
Commission may grant and prescribe such additional time as in its judgment is reasonably

Page 4 House Bill235 H235-PCS30l93-Rrf-l



1

2

J

4
5

6

7

8

9

10

l1
T2

13

t4
15

r6
t7
18

T9

20
2I
22
23

24
25
26
27
28
29
30
31

32
JJ

34
35

36
5t
38
39
40
4t
42
43
44
45
46
47
48
49
50
51

General Assembly Of North Carolina Session 2019

necessary to comply with the order, and may, on application and for good cause shown, extend

the time for compliance fixed in its order."
SECTION 10. G.S. 62-81 reads as rewritten:

"$ 62-8L. Special procedure in hearing and deciding rate cases.

(a) All cases or proceedings, declared to be or properly classified as general rate cases

nnder G.5.62-137, or any proceedings which will substantially affect any utility's overall level

of earnings or rate of return, shall be set for trial or hearing by the Commission, which trial or

hearingshallbesettocommencewithin@oftheinstitutionorfilingth€feo€

ereof' All such

cases or proceedings shall be tried or heard and decided in accordance with the rate-making

procedure set forth in G.S. 62-133 and such cases shall be given priority over all other cases or

proceedings pending before the Commission. In all such cases the Commission shall make a

transcript of the evidence and testimony presented and received by it and shall fumish a copy

thereofio any party so requesting by the third business day after the taking of such evidence and

testimony.
(b) Any public utility filing or applying for an increase in rates for electric, telephone,

naturalservicesha1lnotifyitscustomersproposedtobeaffected
by such increase of such filing by regular mail or by newspaper publications, as directed by the

Commission, within 30 days of such filing, which notice shall state that the Commission shall

set and shall conduct a trial or hearing with respect to such filing or application within sixmen+hs

180 davs nf said filing date. All other public utilities shall give such notice in such manner as

shall be prescribed by the Commission.

(d) In all proceedings for an increase in rates and all other proceedings declared to be

general rate cases under G.5.62-137, the Commission shall conduct the hearing or portions of
the hearing within the area of the State served by the public utility whose rates are under

consideration, provided this subsection shall not apply to proceedings held pursuant to G.$
WG.S. 62-133.2 and G.S. 62-133.4.

(e) Netwithstanding the er
permissien and autherity te a4iust its rates and eharges based selely upen the eest ef foel used in

fhe generatten er pr

ffi
SECTION 11. G.S. 62-110.I reads as rewritten:

"$ 62-110.1. Certificate for construction of generating facility; analysis of long-range needs

for expansion of facilities; ongoing review of construction costs; inclusion of
approved construction costs in rates.

(c) The Commission shall develop, publicize, and keep current an analysis of the

long-range needs for expansion of facilities for the generation of electricity in North Carolina,

including its estimate of the probable future growth of the use of electricity, the probable needed

generating reserves, the extent, size, mix and general location of generating plants and

arrangements for pooling power to the extent not regulated by the Federal Energy Regulatory

Commission and other arrangements with other utilities and energy suppliers to achieve

maximum efficiencies for the benefit of the people of North Carolina, and shall consider such

analysis in acting upon any petition by any utility for construction. In developing such analysis,

the Commission sh#l-shall. as it deems ne confer and consult with the public utilities in

North Carolina, the utilities commissions or comparable agencies of neighboring states, the

Federal Energy Regulatory Commission and other agencies having relevant information and may

participate as it deems useful in any joint boards investigating generating plant sites or the

H235-PCS30193-RIf-1 House Bill235 Page 5
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probable need for future generating facilities. In addition to such reports as public utilities may
be required by statute or rule of the Commission to file with the Commission, any such utility in
North Carolina may submit to the Commission its proposals as to the future needs for electricity
to serve the people of the State or the area served by such utility, and insofar as practicable, each
such r*ili+futility" the Public St and the Afforney General may affend or be
represented at any formal conference conducted by the Commission in developing a plan for the
future requirements of electricity for North Carolina or this region. In the course of making the
analysis and developing the plan, the Commission shall conduct a public hearins on such plan in
the year a biennial integrated resource plan is filed. and mav hold a public hearing on such plan
in a vear that an annual update of an integrated resource plan is filed. @ie
h€arings-Each year, the Commission shall submit to the Governor and to the appropriate
committees of the Joint Legislative Oversight Committee on Agriculture and Natural and
Economic Resources, the chairs of the Senate Appropriations Committee on Agriculture,
Natural, and Economic Resources, andthe chairs ofthe House ofRepresentatives Appropriations
Committee on Agriculture and Natural and Economic Resources a report of its analysis and plan,
the progress to date in carrying out such plan, and the program ofthe Commission for the enzuing
year in connection with such plan.

I

SECTION 12. G.S. 62-lll reads as rewritten:
"$ 62-111. Transfers of franchises; mergers, consolidations and combinations of public

utilities.

(d) No person shall obtain a franchise or certificate for the purpose of transferring the
same to another, and an offer of such transfer within one year after the same was obtained shall
be nrima facie evidence that such franchise or certificate was obtained for the purpose of sale.

SECTION 13. G.S. 62-130(c) isrepealed.
SECTION 14. G.S. 62-133.4 reads as rewritten:

"$ 62-133.4. Gas cost adjustment for natural gas local distribution companies.

(c) Each natural gas local distribution company shall submit to the Commission
information and data for an historical l2-month test period concerning the utility's actual cost of
gas, volumes of purchased gas, sales volumes, negotiated sales volumes, and transportation
volumes. This information and data shall be filed on an annual basis in the form and detail and
at the time required by the Commission. The Commission, upon notice and hearing, shall
compare the utility's prudently incurred costs with costs recovered from all the utility's customers
that it served during the test period. If those prudently incurred costs are greater or less than the
recovered costs, the Commission shall, subject to G.S. 62-158, require the utility to refund any
overecovery by credit to bill or through a decrement in its rates and shall permit the utility to
recover any deficiency through an increment in its rates. If the Commission finds the

or
orln ln

its
consistent with the public interest.

SECTION 15. G.S. 62-133.10 is repealed.
SECTION 16. G.S. 62-140 reads as rewritten:

"S 62-140. Discrimination prohibited.

(c) No public utility shall offer or pay any compensation or consideration or furnish any
equipment to secure the installation or adoption of the use of such utility service except upon

Page 6 House Bill235 H235-pcs30193-RIf-1
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filing of a schedule of such compensation or consideration or equipment to be fumished and

approved thereof by the Commission, and offering such compensation, consideration or

equipment to all persons within the same classification using or applying for such public utility
s"ruice; provided, in considering the reasonableness of any such schedule filed by a public utility
the Commission shall consider, among other things, evidence of consideration or compensation

paid by any
or adoption

competitor, regulated or nonregulated, of the public utility to secure the installation

of the use of such competitor's service.

For the purpose of this subsection, "public utility" shall include any electric membership

corporation operating within this State, and the terms "utility service" and "public utility service"

shall include the service rendered by any such electric membership corporation."
SECTION 17. G.S. 62-280,I reads as rewritten:

"$ 62-280.1. False representafion of household goods carrier certificate unlawful.

(b) Any person who violates subsection (a) of this section or who slv aids and

abets another oerson in subsection (a) of s section shall be guilty of a Class 3

misdemeanor and punished only by a fine of not more than five
the first offense and not more than two thousand dollars ($2,000)

hundred dollars ($500.00) for
for any subsequent offense.

27

(g[) Notwithstanding the provisions of G.S. 20-383 to the contrarv" any law enforcement

officer with territorial jurisdiction is authorized to enforce the provisions of this section."

SECTION 18. G.S. 143-166.13 reads as rewritten:

"$ 143-166.13. Persons entitled to benefits under Article.
(a) The following persons who are subject to the Criminal Justice Training and Standards

Act are entitled to benefits under this Article:

e? Utilities eemmissien Transpertatien Inspeeters and Speeial trnvestigaters;

SECTION 19. G.S. 143B-963 reads as rewritten:

"$ 1438-963. Criminal history record checks of applicants for and current holders of
certificate to transport household goods.

14) The Department of Public Safety may provide to the Utilities Commission from the

State and National Repositories of Criminal Histories the criminal history of any applicant for or

current holder of a certificate to transport household goods. Along with the request, the

Commission shall provide to the Department of Public Safety the fingerprints of the applicant or

current holder, a form signed by the applicant or current holder consenting to the criminal history

record check and use of fingerprints and other identifyrng information required by the State and

National Repositories of Criminal Histories, and any additional information required by the

Department of Public Safety. The applicant's or current holder's fingerprints shall be forwarded

to the State Bureau of Investigation for a search of the State's criminal history record file, and the

State Bureau of Investigation shall forward a set of fingerprints to the Federal Bureau of
Investigation for a national criminal history record check. The Utilities Commission shall keep

all information obtained pursuant to this section confidential. The Department of Public Safety

may charge a fee to offset the cost incurred by it to conduct a criminal history record check under

this section. The fee shall not exceed the actual cost of locating, editing, researching, and

retrieving the information. The Department of Public Safety shall send a copy of the results of
the criminal history record checks directly to the Utilities Commission Chief Clerk.

(b) the

47
48
49
50
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The Public Staff shall keep all information obtained pursuant to subsection (a) of this section
confidential."

SECTION 20. G.S. 156-91reads as rewritten:
"$ 156-91. Manner of construction across railroad.

(b)

ing

+es

in
ission

SECTION 2I. The Revisor of Statutes is authorized to substitute the term "Public
Staff ' for the term "public staffl' wherever the term appears in Chapter 62 of the General Statutes.

SECTION 22. The Revisor of Statutes is authorized to substitute the term
"ratemaking" for the terms "rate-making" or "rate making" wherever the term appears in Chapter
62 of the General Statutes.

INCREASE THE NONUTILITY FILING FEE FOR A CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY

SECTION 23.(a) G.S. 62-300 reads as rewritten:
"S 62-300. Particular fees and charges fixed; payment.

(a) The Commission shall receive and collect the following fees and charges in
accordance with the classification of utilities as provided in rules and regulations of the
Commission, and no others:

(5) With each application for a certificate of public convenience and necessity or
for any amendment thereto so as to extend or enlarge the scope of operations
thereunder, the fee shall be two hundred fifty dollars ($250.00) for Class A
utilities, one hundred dollars ($100.00) for Class B utilities, and twenty-five
dollars ($25.00) for Class C and D utilities and @
two hundred fift)' dollars ($250.00) for any other person seeking a certificate

....,, 
of public convenience and necessity.

SECTION 23.(b) This section becomes effective July 1, 2019.

ALLOW THE USE OF MASTER METERS IN MULTI.UNIT APARTMENT
BUILDINGS

SECTION 2a.@) G.5.42-42.1 reads as rewritten:
"S 42-42.1. Water, electricityo and natural gas conservation.

(a) For the purpose of encouraging water, electricity, and natural gas conservation,
pursuant to a written rental agreement, a lessor may charge for the cost of providing water or
sewer service to lessees pursuant to G.S. 62-110(9), electric service pursuant to G.S. 62-110(h),
e+natural gas service pursuant to
used bv a central slzstem oursuant to G.S. 62-110(j).

(b) The lessor may not disconnect or terminate the lessee's electric service, water or sewer
services, or natural gas #service. nor may the lm

il

Page 8 House Bill235 H23s-PCS30193-Rrf-1



General Assembly Of North Carolina Session 2019

benefits of the use of a svstem. due to the lessee's nonpayment of the amount due for

electric service, water or sewer services, or natural gas service."

SECTION 24.(h) G.S. 62-110 is amended by adding a new subsection to read

"c) of and

and
of

of the for the use of a master nursuant to G.S. 143-151 .42 to charse each

SECTION 2a.@\ G.S. 143-15I.42teads as rewritten:

"$ 143-151.42. Prohibition of master meters for electric and natural gas service.
(a) From and after September 1,1977, in orderthat each occupant of an apartment or

other individual dwelling unit may be responsible for his own conservation of electricity and gas,

it shall be unlawful for any new residential building, as hereinafter defined, to be served by a

master meter for electric service or natural gas service. Each individual dwelling unit shall have

individual electric service with a separate electric meter and, if it has natural gas, individual

natural gas service with a separate natural gas meter, which service and meters shall be in the

name ofthe tenant or other occupant of said apartment or other dwelling unit. No electric supplier

or natural gas supplier, whether regulated public utility or municipal corporation or electric

membership corporation supplying said utility service, shall connect any residential building for
electric service or natural gas service through a master meter, and said electric or natural gas

supplier shall serve each said apartment or dwelling unit by separate service and separate meter

and shall bill and charge each individual occupant of said separate apartment or dwelling unit for

said electric or natural gas service. A new residential building is hereby defined for the purposes

of this section as any building for which a building permit is issued on or after September 1,

1977 ,whichincludes two or more apartments or other family dwelling units. Provided, however,

that any owner or builder of a multi-unit residential building who desires to provide central heat

or air conditioning or central hot water from a central fumace, air conditioner or hot water heater

which incorporates solar assistance or other designs which accomplish greater energy

conservation than separate heat, hot water, or air conditioning for each dwelling unit, may apply

to the North Carolina Utilities Commission for approval of said central heat, air conditioning or

hot water system, which may include a central meter for electricity or gas used in said central

system, and the Utilities Commission shall promptly consider said application and approve it for

such central meters if energy is conserved by said design. This section shall apply to any dwelling

unit normally rented or leased for a minimum period of one month or longer, including

apartments, condominiums and townhouses, but shall not apply to hotels, motels, hotels or motels

that have been converted into condominiums, dormitories, rooming houses or nursing homes, or

homes for the -unit or

natural gas is delivered to master meter for use the occunants of the for use

only in cooking. ventless fireplaces" or other ancillary purposes.

itl The provisions of this section requiring that service and meters for each individual

dwelling unit be in the name of the tenant or other occupant of the apartment or other dwelling

unit shall not apply in either of the following circumstances:
(1) The Utilities Commission has approved an application under G'S-62J+O(h)E

subdivisions (h) through (j) of G.S. 62-110.
(2) The tenant and landlord have agreed in the lease that the cost of the electric

service or natural gas service or both shall be included in the rental payments

and the service shall be in the name of the landlord."

H235-PCS30193-RIf-1 House Bill 235 Page 9
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SECTION 24.(d) This section becomes effective October 1,2019.

GRANT THE UTILITIES COMMISSION AND PUBLIC STAFF ADMINISTRATIVE
FLEXIBILITY REGARDING JOB CLASSIFICATIONS AND SALARIES

SECTION 25. (a) Notwithstanding G.s. 126-4(t), G.s. 126-4(2), or any other
provision of law, for the 2019-2020 fiscal year, the Utilities Commission and Public Staff shall
have the sole authority and discretion to take the following actions concerning the classification
of positions of and the salaries for employees of the Utilities Commission and Public Staff:

(l) Classify new positions or reclassify existing positions, including vacant
positions, within the classification system adopted by the State Human
Resources Commission or as otherwise provided by law.

(2) Determine the appropriate salary for employees, provided funding is available
and the salary remains within the minimum and maximum range of the salary
range associated with the position classification or as otherwise provided by
law.

(3) Make hiring decisions based on the flexibility authorized by this section.
(b) Upon request, the Office of State Human Resources and the Human Resources

Director of the Department of Commerce shall assist the Commission and Public Staff in taking
the actions authorized in subsection (a) of this section.

(c) The Commission may use available funds to contract with a qualified consultant to
studythe appropriatejob classifications and salaries for employees ofthe Commission and Public
Staff, including an analysis of market rates for employees with utility regulatory experience to
determine whether current employees are classified and compensated appropriately. The study
shall be completed no later than October l, 2019. The Commission and Public Staff shail
implement the recommendations of the study consistent with the flexibility granted in subsection
(a) of this section.

(d) By March l, 2020, the Commission and Public Staff shall report to the House
Committee on Energy and Public Utilities and the Fiscal Research Division on the following:

(1) The results of the study authorized under subsection (c) of this section.
(2) The number of classification actions and salary adjustments made under

subsection (a) of this section.
(3) The need to continue the flexibility authorized under this section, the length

of any proposed flexibility continuation, and any recommendations on
changes that should be made to the proposed flexibility continuation.

EFFECTIVE DATE
SECTION 26. Except as otherwise provided, this act is effective when it becomes

law.

Page 10 House Bill235 H235-PC530l93-Rrf-1
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3 TYPES OF
ELECTRIC
UTILITIES

BUSINESS

MODEL

FEDSRAL ENERGY
REGULATORY COMMISSION

JURISDICTIONS

REGUL.ATED BY STATE

PUBLIC UTILITY COMMISSION

GOVERNED BY

FINANCIAL CONTRIBUTION
TO LOCAL GOVERNMENT

CAN RAISE

FUNDS THROUGH

PT'BLIC POWER

UTITITIES

Not for profit,
Community-owned

Only for interstate
transmission

Very limited instances

Elected/appointed boards,
mayors, city council members
and citizens

Exempt from most taxes;
instead make payments in
lieu of taxes or transfers to
the general fund

Tax-exempt municipal bonds

RURAL ETECTRIC

COOPERATIVES

Not for profit,
Member-owned

Only for interstate
transrnission

Some

Member-elected boards

May neither pay taxes nor
other contributions to local
government

Loans from the Dept of
Agriculture's Rural Utilities
Service or cooperative or
private lenders

INVESTOR.OWNED
UTITITIES

For profit, Shareholder owned

For wholesale rates

Private boards

Pay taxes to local government

Stock issue or corporate debt

Alt

*E!Rf,Tn!SlIf5s ?Ae energry beAindpubiic po'r'er
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WHO DOES PUBLIC POWER SERVE?

. More than 2,000 community-owned electric utilities serve
more than 49 million people.l

. Public power utilities serve small communities, including
Bostic, N.C. and Hobgood, N.C., and large cities, including
Los Angeles, San Antonio, Nashville, Orlando and Seattle.

. Public power serves customers in 49 states

-all but Hawaii-and five U.S. territories.

. Three million businesses receive their
power from a publicly owned electric utility

1 Based on U.S. Census Bureau statistics of 2.43 people
per household/meter

COMMUNITY-OWNED
PUBLIC POWER UTILITIES

*
E5F"9,Tn:SlIf"Es The energy behind public power



IN
ETECTRICITY CUSTOMERS IN THE

T'.S. ARE SERVED BY PUBTIC POWER

/ / / / / /

*
ETECTRICITIES
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FIVE ELEMENTS OF
PUBLIC POWER BUSINESS MODEL
While each community-owned utility is unique, all public power utilities
share five characteristics that define the public power business model:

rrF -swA
PUBTIC OWNERSHIP tOCAt CON"ROL NONPROFIT OPERATIONS

IOW-COST STRUCTURE CUSTOIVIER-TOCUSED

J

. aa)D '

*
ELECTRICITIES

o/ NOFrB CAQOLINA, lNC.

The energy behindpublic power
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HLECTRICITIES a

Of NORTH CAROLINA, INC.

e
o

a a

o

PURPOSE

Delivering value to
public power
communities through
collective strength,
wisdom and action
while promoting a more
successful future for
our citizens.

a

aa

a

l\
NCMPAl\Z

rl
a

r lf a
a

a

aa
a

a
oa

#ry

1.J2 MILLION PEOPLE
NC Public Power illuminates
the homes and workplaces of
more than 1.2 million people

a

tl
a

I a

*
a

3
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ABOUT ELECTRICITIES

ElectriCities, the energy behind public power, is a not-for-profit
membership organization that consolidates many of the
administrative, technical, legal and legislative services needed
by municipally owned electric utilities.

Governance Structure

rl

Governed by a 16-member
board of directors

NCMPAI

Board of
Commissioners

NCEMPA

Board of
Commissioners

ElectriCities
Board of
Directors

*
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MEMBER LIST

NCMPAI NCEMPA
NON.POWER
AGENCY

Co*cord, N.C.

Dallas, N.C.

East Carolina University
Elizabeth City State University
Enfield, N.C.

Fayetteville, N.C.

Forest City, N.C.

Fountain, N.C.

Kings Mountain, N.C.

Macclesfield, N.C.

New River Light and Power
North Carolina State University
Pinetops, N.C.

Sharpsburg, N.C.

Stantonsburg, N.C.

UNGChapelHill
Windsot N.C.

Winterville, N.C.

ASSOCIATE
MEMBERS

Abbeville,5.C.
Bamberg, S.C.

Eedford, V.A.

Bennettsville, S.C.

Camden, S.C.

Clinton,5.C.
Danville, V.A.

Easley, S.C.

Front Royal, V,A"

Gaffney S.C.

Greer, S.C,

Laurens, S"C.

Martinsville, V.A,

Newberry, S.C.

Rock Hill, S.C.

Union,5,C.

Western Carolina University
Westminster, 5.C.

Albemarle, N.C.

Sostic, N.C.

Cherryville, N.C.

Cornelius, N.C.

Drexel, N.C.

Gastonia, N.C.

Granite Falls, N.C.

High Poiat, N.C.

Huntersville, N.C.

Landis, N.C.

Lexington, N.C.

Lincolnton, N.C.

Maiden, N.C.

Monroe, N.C.

Morganton, N"C.

Newton, N.C.

Pineville, N.C.

Shelby, N.C.

Statesville, N.C.

Apex, N.C.

Ayden, N.C.

Belhaven, N.C.

Benson, N.C.

Clayton, N.C.

Edenton, N.C.

Elizabeth City, N.C.

Farmville, N.C.

Fremont, N.C.

Greenville, N.C.

Hamilton, N.C.

Hertford, N.C.

Hobgood, N.C.

Hookerton, N.C.

Kinston, N.C.

La €range, N.C.

Laurinburg, N.C.

Louisburg, N.C.

Lumberton, N.C.

New Bern, N.C.

Pikeville, N.C.

Red Springs, N.C.

Robersonville, N.C.

Rocky Mount, N.C.

Scotland Neck, N.C.

Selma, N.C.

Smithfield, N.C.

Southport, N.C.

Tarboro, N.C.

Wake Forest, N.C.

Washington, N.C.

Wilson, N,C.

*
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A BIT OF HISTORY

1965 Q".,,

1975 & 1977 1976

ELECTRIC ACT OF 1965
Proposed legislation sparks the state's public power communities to form
the North Carolina Municipally Owned Electrie Systems Assoeiation'
Three years later, the association becomes ElectriCities'

1978'

1979

$$$

1981

POWERAGENCIES
North Carolina Munieipal
Power Agencies t, 2 and
g form.

NCMPAz andNCMPAg
combine to form North
Caralina Eastern
Municipal Power Agency
(NCEMPA).

1984

Powe!AgeEci€s enter
into agreernents with
Duke and CP&L to
purchase power plant
ownership shares.

r ElectriCities isincorporated

r lmergencyAssistance
Progiram begins, creating
a'way for members to assist

each ot}er in emergencies.

Amendments to the North Carohna

Constitution help estabiish the
Power Agencies, enabling public
power communities to joindy
build generation aad partner with
private utilities,

?hree Mile islaad nuclear
accident prompts regulations
tbat lead to significandy
higher-than-projected prices
for nuclear energy. Ownership
costs slqnocket for Cataarba
Nuclear Station in the west and
Shearcn Haris Naclear Power
Plant in the east

\f/
r

{.
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RECENT HISTORY

199Os r

2015

Federal Power Act provides opportunities
for NCMPAI and NCEMPA to reduce
wholesale power supply costs.

m
llt ttr
T:I III

*
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THE POWERAGENCIES

NCEMPA North Carolina Eastern Municipal Power Agency
(NCEIVIPA) : !2 cities and towns in eastern NC

h m
.t%

HYDNO

a
T
41%

o
*7%

$
6%

-L
-
;t:r=t
15%

COAL

o
5%

,
n
$OY"

RESOURCE MIX

RESOURCE MIX

NUCt-EAn
31Yo

NATUNALGAS
&otl-

4%
ITIATURALGAS

& otl.

PURC}IAISD NENEWABLE

RIIT€WABLT HYDRO

NCMPAl North Carolina l"lunicipal Power Agency Number r
(NCMPAI) = rg cities and towns in piedmont & western NC

{l m
l%

NUCLEAR

.!.
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North Garolina Municipal PowerAgency 1

(NCMPAI) - Catawba Nuclear Station

. 859 MW (75 percent)
ownership in Catawba
Nuclear Station U nit 2. Located in York County, SC. Operated by Duke Energy

{.
ELECTRICITIES

oJ NORlH CARCLINA, INC,

The energy behind puSiic pow,er
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North Garolina Eastern Municipal
PowerAgency (NCEMPA)

. Sold generation assets (ownership in 4 power plants) to
Duke Energy Progress in 2015
. This opportunity allowed NCEMPA to sell power

generation assets, decrease debt and purchase
wholesale power from Duke Energy Progress

. Continue to provide a reliable power supply

. Lower rates and become
more cost competitive

. Provide long-term economic benefits

. lncrease stability and reduce risk

. Adapt and respond to changing
market conditions

.:.
Elng.Tn:slIf.Fs The energy behind public power



STRATEGIC PLAN
Guiding Principles

These guiding principles
keep the organization
focused as we address
industry issues over time.

ELECTRICITIES
CORPORATE
INTEGRITY

t
Elng,TnlslIlss The e nerg y I: ehi nd public po,,r,er



STRATEGIC PRIORITIES

Ooo'U*ONloN

"+"

ELECTRICITIE$
STRATEGIC
PRIORITIES

Communicate the value of electric system
ownership to key stakeholders

Provide competitive and stable wholesale
electric rates that meet the power supply
needs of PowerAgency members

Promote a workforce plan to attract, develop,
and retain the necessary human talent to
provide safe, reliable power and lead public
power forward

Constantly review and enhance all aspects
of public power; focus on cost reduction
and increased efficiencies in current and
future operations

Promote investment in public power
communities' electric distribution systems and
in technology to ensure safety and reliability,
and exceed customer expectations

I
,

8e-t
z
o
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2.5 MILLION
EVERYDAY LIFE FOR
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NC Electric Go-op Territory

950,000
Househotds and bu5inesses
served by NC [.lcctlic
Cooperatives

NORTH CAROLINA'S
ELECTRIC POWER F'ROVIDERS
sERVI*Y, ARffiAS 93

Countres we work in and around the state
of Nonh Carolinaltlember owned

not-for pralit
cooperativer

@XCE tectri c Cooperatives
\','rr ii{(lrrr,!rt txrr':1 f l.r,'r,,- Xfi



Local Accountability
Board members are elected bv the
members of the co-oo. which '
makes them directlv abcountable
to the members they represent.

Any member can vote and run for
a s-eat on the board.

Co-op board members set the
direction of a cooperative & hire
the co-op manager

The co-op manaoer manaoes the
staff and'operatidn of the v
cooperativb and is accountable to
the board

t

SEVEN COOPERATIVE PRINCIPLES

VOLUNTARY
& OPEN MEMBERSHIP

MEII 8ER CONTROL

MEMBERS'ECONOMIC
PARTICIPATION

& INDEPENDENCE

EDUCA,TION
TRAINING & INFOIMA'ION

COOPERATION
AMONG COOPERATIVES

FOR

D E M O C R AT I C

AUTONOMY

COMMUNITYCONCERN

@ NC ilectric Cooperatives
Y,rut Ti'chsur [ns4 (i.r,;rr,rir.. (f]
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Sample Electric Cooperative Board Halifax EMU

Stan Brothers
District 6

MorellJones
District 1

Robin Williams
District 7

BasilWilliams
District 2

Beverly Walker
District 8

Barbara Brayboy
District 3

Robert Edwards
District 8

LeonWilliams
District 4

Robert F. Harris
District 5

Charles Guerry

@XCEtectric Coop eratives
\,.,,r'ii"r1,.,.,,,t [,r,r, (ir.rL, r,os &



A Brighter [nergy Future
For electric cooperatives and the people and communities they serve.

Low Garbon Grid Flexibility Beneficial
Electrification

@ NC Electric Cooperatives
\,,,r i,',.i,.:.,,. r',.,.., .,..,.,,,,,'.. (f,*
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NCEMC System Microgrid Project
I Long, exposed distribution feeder serving the area under normal

conditions

. Marine environmental conditions, high wind and storms

. Peak seasonal load coincides with costly demand peaks

. Generation capacity well below peak loads

. .' ! .4 a-a:-

:f.r1:: 1:
Tidetand EMC
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NGEMC System Microgri d

I

-l
t
I

NCEMC

3 MW Diesel Generator
500 kW / 1 MWh Tesla Battery Storage
15 kW Rooftop Solar

Member-Gonsumers

Microgrid
Controller flr-

I
I
I
I

rrrl}

#l
ffir"r

&IJ
Wx

tL

I
-I

Ocracoke
lsland

200+ Thermostats
50 Water Heater Controls

Carina

Ecobee

@ l{C [lectri c Cooperatives
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NCEMG Gonsumer Microgrid Project
----'? 
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Butler Farms
Microgrid Components
Resources awned by the farm:

a
A

Llt,:.,., .t!,.,&j,....j,f
. .. . ' ,. .4,:L:t

.. . -.:.-.. :...:tr'-.i.;-

..: -: .. "f,,,:.,:::,

20kW solar
panels

NCEMC-awned:

25AkW/735kwh
battery system

VY
lo0Rw
diesel

generator

7B'kW
biogas

genefttor

Contollerto
integrate and manage

all components
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Technology is an
Enabler

" B road b a n d tech n ol ogles
could bring economic
development, education and
healthcare opportu nities to
the parts
of our state in most critical
need."

Joe Brannan, CEO
North Carolina's Electric Cooperatives



Rural EV Charging Network
Level 2 and
DC Fast Chargers
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House Committee on Energy and Public Utilities
Tuesday, March 26,2019 at 3:00 p.m.

Room 643

MINUTES

The House Committee on Energy and Public Utilities met at 3:00 pm on March 26thinRoom 643

LOB. Representatives Autry, Black, Conrad, Cunningham, Dixon, Goodman, Hanig, Harrison,
Hawkins, Holley, Humphrey, Jones, Montgomery, Riddell, Saine, Sauls, Strickland, Szoka, and

Wray attended.

Rep. Brenden Jones, Vice Chair, presided

House Bill 329, Exempt EV Stations/Public Utilities Regs was explained by Rep. Szoka. The

committee passed the bill, with a motion by Rep. Dixon for a favorable report, with a referral to
the House Committee on Rules, Calendar, and Operations.

House Bill 330, Efficient Government Buildings & Savings Act was explained by Rep. Szoka. A
Proposed Committee Substitute was properly brought before the committee. Representative Saine

and Representative Strickland introduced amendments to the bill. The committee passed the bill,
with a motion by Rep. Harrison for a favorable report to a new PCS with Amendments rolled in,
unfavorable to the original bill, with a referral to the House Committee on Rules, Calendar, and

Operations.

House Bill 331, Small Hydro Amends, was explained by Rep. Szoka. A Proposed Committee
Substitute was properly brought before the committee. The committee passed the bill, with a
motion by Rep. Harrison for a report favorable to the PCS, unfavorable to the original, with a
referral to the House Committee on Rules, Calendar, and Operations.

Being no the meeting adjourned at3:24p.m.

Jones Katie Stanley, Committee
Presiding
Rep)





House Committee on Energy and Public Utilities
Tuesday, March 261201913:00 PM

643 Legislative Office Building

AGENDA

Welcome and Opening Remarks
Rep. Brenden Jones, Vice Chair, presiding

Introduction of Pages and Sergeant-At-Arms

Bills:

HB 329 Exempt EV Stations/Public Utilities
Regs.

HB 330 Efficient Government Buildings &
Savings Act.

Representative Szoka
Representative Arp
Representative Hanig
Representative Warren

Representative Szoka
Representative Arp
Representative Humphrey
Representative Ross

Representative Szoka
Representative Arp

HB 331 Small Hydro Amends

Please find attached a Proposed Committee Substitute (PCS) for HB 330 and HB 331

Other Business

Adjournment
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HOUSE BILL DRH10156-TQ-3

Short Title: Exempt EV Stations/Public Utilities Regs'

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

*1.8.329
Man 11, ?{}19
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(Public)

Sponsors Representatives Szoka, Arp, Hanig, and Wanen (Primary Sponsors)

provided sub
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t2
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16

l7
l8
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20
21

22
23

24
25

Referred to

A BILL TO BE ENTITLED
AN ACT TO EXEMPT ELECTRIC VEHICLE CHARGING STATIONS FROM

REGULATION AS PUBLIC UTILITIES.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62-3(23) is amended by adding a new sub-subdivision to read:

"L The term "public utility" shall not include a person who uses an electric

vehicle charging station to resell electricitv to the public for
compensation. provided that all of the following apply:
1. The reseller has procured ths electricity from an electric power

supplier. as defined in G.S. 62-133.8(aX3). that is authorized

to engage in the retail sale of electricity within the territory in
which the electric vehicle charging service is provided.

All resales are clusivelv for the charsins of nlus-in electric

vehicles. as defined in G.S. 20-4.01(28a).
The charsins station is immobile.
Utility service to an electric vehicle charging station shall be

iect to the Dower suoolier's terms and

conditions.
Nothing in this sub-subdivision shall be construed to limit the abilitlv

of an electric power supplier to use electric vehicle charging stations

to furnish electricity for charging electric vehicles. Anv increases in

customer d or energv consumption associated with
transportation electrification shall not constitute found revenues for an

electric public utility. "

SECTION 2. This act is effective when it becomes law'

I tiltil iltil lil til llll llll llll llil lil lillil lffi ll llilil lil lll
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HOUSE BILL 3292

Exempt EV Stations/Public Utilities Regs.

20 1 9-2020 G eneral Assembly

Committee: House Energy and Public Utilities. If Date:
favorable, re-refer to Rules, Calendar, and

March 26,2019

Prepared by: Chris Saunders
Committee Counsel

Operations of the House

Introduced by: Reps. Szoka, Arp, Hanig, Warren

Analysis oft First Edition

OVERWEIV': House BiIl 329 would amend the dejinition of "public utility" to provide that a petson

who uses an electric vehicle charging station to resell electricity to the public is not a public utility if
certain conditions apply,

CURRENT LAW: A "public utility" as defined in Chapter 62 of the General Statutes is any entity which

owns and operates "equipment and facilities" that provides electricity "to or for the public for

compensation." Stut. law precludes retail electric competition and establishes regional monopolies on the

salebf electricity, buttheie are some exceptions. The retail resale of electricity is generallyprohibited,

except for a narrow exception for campgrounds operated primarily to serve transient occupants, and

marinas.

BILL ANALYSIS: House Bill329 would provide that the term "public utility" does not include a person

who uses an electric vehicle charging station to resell electricity to the public for compensationo provided

that:

. The reseller procured the energy from an electric power supplier (a public utility, an electric

membership iorporation, or a municipality that sells electric power to retail electric power

customers in the State) authorized to sell electricity in the territory where the service is provided.

o The resale of electricity is exclusively for charging plug-in electric vehicles.

o The charging station is immobile.

o Utility service to the charging station is provided subject to the electric power supplier's terms and

conditions.

The bill would not limit an electric power supplier's ability to use electric vehicle charging stations to

fumish electricity for charging electrlc vehicles. Increases in customer demand or energy consumption

associated with transportation electrification would not constitute found revenues for an electric public

utility.

EFFECTIVE DATE: This act would be effective when it becomes law

Legislative Analysis
Division

9r 9-7 3 3-2578

Karen Cochrane-Brown
Director til til lil lltil lil llilill lil lffi lffi ll lllil lill llil lil lil lil llll lil llill ill
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Short Title: Efficient Government Buildings & Savings Act.

Sponsors: Representatives Szoka, Arp, Humphrey, and Ross (Primary Sponsors)

Referred to

1 A BILL TO BE ENTITLED
2 AN ACT TO SAVE NORTH CAROLINA TAXPAYER DOLLARS BY REQUIRING

3 REDUCTIONS IN ENERGY AND WATER CONSUMPTION IN PUBLIC BUILDINGS

4 BY202s.
5 The General Assembly ofNorth Carolina enacts:

6 SECTION 1. G.S. 143-64.12 reads as rewritten:

7 "$ 143-64.12. Authority and duties of the Department; State agencies and State institutions
8 of higher learning.
9 (a) The Department of Environmental Quality through the State Energy Office shall

10 develop a comprehensive program to manage energy, water, and other utility use for State

1 1 agencies and State institutions of higher learning and shall update this program annually. Each

12 State agency and State institution of higher learning shall develop and implement a management

13 plan that is consistent with the State's comprehensive program under this subsection to manage

L4 .tt"rgy, water, and otherutilityuse, andthataddresses any findings orrecommendations resulting

15 from the energy audit required by subsection (b1) of this section. The energy consumption per

16 gross square foot for all State buildings in total shall be reduced by twenty percent (20%) by

t7 Ag+4-.g,6429qthirty percent (30%) bV 20+52015. and forty percent $0"/r) bV 2025 based on

18 energy consumption for the 2002-2003 fiscal year. Each State agency and State institution of
lg higher learning shall update its management plan Uiennia[fAruaUfand include strategies for
20 supporting the energy consumption reduction requirements under this subsection. Each

2|communitycollegeshallsubmittotheStateEnergyoffice@rittenreportof
22utilityconsumptionandcosts.Managementplanssubmitted@yState
23 institutions of higher learning shall include all of the following:
)t
25 C) The State Energy Office shall submit a report by December 1 of every edd-numberC

26 year to the Joint Legislative Energy Policy Commission, the Joint Legislative Oversight

27 Committee on Agriculture and Natural and Economic Resources, and the Fiscal Research

28 Division describing the comprehensive program to manage energy, water, and other utility use

29 for State agencies and State institutions of higher learning required by subsection (a) of this

30 section. The report shall also contain the following:
3l (1) A comprehensive overview of how State agencies and State institutions of
32 higher learning are managing energy, water, and other utility use and

33 achieving efficiencY gains.

34 (2) Any new measures that could be taken by State agencies and State institutions

35 of higher learning to achieve greater efficiency gains, including any changes

36 in general law that might be needed.

I il]il il|il lillillilll lllllllil lllllil lillil lllil llllil lllil ll lil
*DRH4O128-Ta-2A*



General Assembly Of North Carolina Session 2019

(3) A summary of the State agency and State institutions of higher leaming
management plans required by subsection (a) of this section and the energy
audits required by subsection (bl) of this section.

(4) A list of the State agencies and State institutions of higher learning that did
and did not submit management plans required by subsection (a) of this
section and a list of the State agencies and State institutions of higher learning
that received an energy audit.

(5) Any recommendations on how management plans can be better managed and
implemented."

SECTION 2. G.S. 143-64.17 reads as rewritten:
"$ 143-64.17. Definitions.

As used in this Part:
(1) "Energy conservation measure" means afacility or meter alteration, training,

or services related to the operation of the facility or meter, when the alteration,
training, or services provide anticipated energy savings or eapttre-{est
generate revenue. Energy conservation measure includes any of the following:
a. Insulation of the building structure and systems within the

applicable areas in the building.
b. Storm windows or doors, caulking, weatherstripping, multiglazed

windows or doors, heat-absorbing or heat-reflective glazed or coated
window or door systems, additional glazing, reductions in glass area,
or other window or door system modifications that reduce energy
consumption.

c. Automatic energy control systems.
d. Heating, ventilating, or air-conditioning system modifications or

replacements.
e. Replacement or modification of lighting fixtures to increase the energy

efficiency of a lighting system without increasing the overall
illumination of a facility, unless an increase in illumination is
necessary to conform to the applicable state or local building code or
is required by the light system after the proposed modifications are
made.

f. Energy recovery systems.
g. Cogeneration systems that produce steam or forms of energy such as

heat, as well as electricity, for use primarily within a building or
complex of buildings.

h. Repealed by Session Laws 2006-190, s. 2, effective August 3,2006,
and applicable to contracts entered into or renewed on or after that
date.

i. Faucets with automatic or metered shut-off valves, leak detection
equipment, water meters, water recycling equipment, and wastewater
recovery systems.

j. Other energy conservation measures that conserve energy, water, or
other utilities.

k. Building analytics systems that allow for advanced software utilizing
statistical modeline and machine learning. whether supervised or
unsupervised" to establish data-driven benchmarks. predict future

find
(2) "Energy savings" means a measured reduction in fuel costs, energy costs,

water costs, stormwater fees, other utility costs, or operating costs, including

Page2 DRH40128-TQ-2A
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environmental discharge fees, water and sewer maintenance fees, and

increased meter accvracy, created from the implementation of one or more

energy conservation measures when compared with an established baseline of
previouscosts,including@eVenues,developedbythe
governmental unit.

SECTION 3. G.S. 143-135.37 reads as rewritten:

"$ 143-135.37. Energy and water use standards for public major facility construction and

renovation projects; verification and reporting of energy and water use.

(b) Energy-Efficiency Standard. - For every major facility construction project of a

public agency, the building shall be designed and constructed so that the calculated energy

consumptionisatleastlessthantheenergyconsumption
for the same building as calculated using the energy-efficiency standard in ASHRAE 90.1-2004.

For every major facility renovation project of a public agency, the renovated building shall be

designed and constructed so that the calculated energy consumption is at least tr*enty-pereent
(Zgg6}thirty percent (30%) less than the energy consumption for the same renovated building as

calculated using the energy-efficiency standard in ASHRAE 90.1-2004. For the purposes of this

subsection, any exception or special standard for a specific type of building found in ASHRAE
90.1-2004 is included in the ASHRAE 90.1-2004 standard.

(c) Indoor Potable Water Use Standard. - For every major facility construction or

renovation project of a public agency, the water system shall be designed and constructed so that

the calculated indoor potable water use is at least twenty pereent(2096) +hirtv percent (30%) less

than the indoor potable water use for the same building as calculated using the fixture
performance requirements related to plumbing under the 2006 North Carolina State Building
Code.

SECTION 4.(a) Each State agency and State institution of higher learning shall, no

later than May 3 I,2020, conduct a preliminary practicality and economic feasibility analysis of
implementing energy conservation measures for all buildings greater than 20,000 square feet in

size and that have been in use for more than 10 years. Energy conservation measures are deemed

to be economically feasible if the resulting energy savings will cover the cost of implementing

the measures within 10 years. Each State agency and State institution of higher learning shall

submit its findings to the State Energy Office. If the agency or institution of higher learning

determines that it is not practical or economically feasible to implement energy conservation

measures, the agency or institution of higher learning shall include findings of fact supporting

that determination in the findings it submits to the State Energy Office. If the State agency or

State institution of higher learning determines that it is practical and economically feasible to

implement energy conservation measures, the agency or institution of higher learning shall do

so. The energy conservation measures may be achieved by issuing a request for proposal for a
guaranteed energy savings contract for all covered buildings owned by the agency or institution
of higher learning. If the agency or institution of higher learning issues a request for proposal for
a guaranteed energy savings contract for one or more buildings, the agency or institution ofhigher
learning shall issue the request for proposal no later than December 31, 2020. The agency or
institution of higher learning shall follow the process provided in Part 2 of Article 38 of Chapter

143 of the General Statutes. The definitions provided in G.S. 143-64.17 shall apply for purposes

of this section.
SECTION 4.(b) No later than May 3I,2025, each State agency and State institution

of higher learning shall repeat the process set forth in subsection (a) of this section for all
buildings greater than 10,000 square feet in size and that have been in use for more than 10 years.

Ifthe agency or institution ofhigher learning issues arequest for proposal for a guaranteed energy

DRH40128-TQ-2A Page 3
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savings contract for one or more buildings, the agency or institution of higher learning shall issue
the request for proposal no later than December 31, 2025.

SECTION 4.(c) This section shall not apply to any building for which a practicality
and economic feasibility analysis of implementing energy conservation measures has been
conducted within three years prior to the effective date of this section.

SECTION 4.(d) This section is effective when it becomes law. This section shall
not be interpreted to prohibit any State agency or State institution of higher learning frorn issuing
any request for proposal for a guaranteed energy savings contract.

SECTION 5. Sections a.2.(a) and4.2.(b) of S.L. 2017-10 are repealed.
SECTION 6. Except as otherwise provided, this act is effective when it becomes

law.

Page 4 DRH40128-TQ-2A



HOUSE BILL 330:
Efficient Government Buitdings & Savings Act.

20 1 9-202 0 G eneral AssemblY

Committee: House Energy and Public Utilities. If Date: March 26,2019

favorable, re-refer to Rules, Calendar, and

Operations of the House

Introduced by: Reps. Szoka, Arp, Humphrey, Ross Prepared by: Chris Saunders

Analysis of: PCS to First Edilion committee counsel

H330-CSTQ-2

OVERWEIft The Proposed Committee Substitute (PCS) for House Bill330 would:

o Increase energy conservation requirements for all State buildings.

o Eliminate the requirementfor the Department of Administration to conduct energy audits every

five years.
o Increase energy fficiency standards for major facility construction projects and renovations

by State agencies.
o Require a practicality and economic feasibility analysis for implementing energy conservation

messures in certain State buildings.

The PCS makes thefoltowing changes from thetirst edition of the bill:

o Maintains the current frequency for State agencies to update mansgement pluns for energy'

water, and other utilitY use.

. Eliminates the reinstatement of an annual Department of Administration report on the

S u st ain ab le E n er gy - EfJi c i e nt B u il din g s Pr o gr am"

. Amends the dejinitions of "energy conservation measure" and "energy savings" to allow

consideration i7 gurnroted revenues, and adjusts deadlines for the practicality and economic

feasibility analysis for certain State buildings,

CURRENT LAW:

The Stete Energy Office Comprehensive Program.

The Department of Environmental Quality through the State Energy Office (SEO) administers a

.o-p."h"nrive program to manage energy, water, and other utility use for State agencies and State

instiiutions of highei learning. State agencies and institutions of higher learning are required to have an

energy, water, an-d utility ur. -unug"ment plan that is updated biennially. All State buildings must have

cumiiatively reduced their total gross energy consumption by twenty percent (20%) by 2010 and thirty

percent e1;/O by 2015. The SEO must submit a report describing the energy management program by

becember I each odd-numbered year to the Joint Legislative Energy Policy Commission, the Joint

Legislative Oversight Committee on Agriculture and Natural and Economic Resources, and the Fiscal

Research Division.

'' Kar en C oc hr ane - B r ow n
Director -ri-3-3-o :--5-M - o - 6 c s r a - 2 - v - 3

Legislative Analysis
Division

919-733-2578
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The Sustainable Energ,, Efficient Buildings Program.

The Department of Administration administers the Sustainable Energy Efficient Buildings Program
applicable to any new construction or major renovation project by a public agency of a building larger
than 20,000 gross square feet. For these projects, energy consumption must be reduced, based on a
nationally accepted engineering standard, at least thirty percent (30%) for new construction and twenty
percent (20%) for major renovation. Indoor potable water uses must be reduced by twenty percent (20%)
for both new construction and major renovation projects of buildings larger than 20,000 gross square feet.

BILL ANALYSIS:

Section 1 of the PCS would require an additional l0o/o reduction in the gross energy consumption for all
State buildings in total by 2025 . lt would also change from biennially to annually the frequeney of reports
of utility consumption and costs submitted by each community college to the SEO.

Section 2 would expand the definition of "energy conservation measure" to include building analytics
systems that are capable of establishing data-driven benchmarks, predicting future energy performance,
and finding additional energy savings opportunities. It would also amend the definitions of "energy
conservation measure" and "energy savings" to allow generated revenue to be considered.

Section 3 would require an additional l0%o savings in energy consumption and potable water usage for
new construction and major renovation projects by public agencies involving buildings greater than
20,000 square feet. This section would apply to major facility construction and renovation projects that
have not entered the schematic design phase prior to the effective date of the act.

Section 4 would do all of the following:

o For all State buildings greater than 20,000 square feet that have been in use more than l0 years,
require each State agency and institution of higher learning to complete, by October 1,2020, a
practicality and economic feasibility analysis of implementing energy conservation measures and
submit those findings to the SEO.

o For all State buildings greater than 10,000 square feet that have been in use more than l0 years,
require each State agency and institution of higher learning to complete, by October 1,2025, a
practicality and economic feasibility analysis of implementing energy conservation measures and
submit those findings to the SEO.

o Require the State agency or institution of higher learning to implement any energy conservation
measures it finds practically and economically feasible and to support, through findings of fact, its
determination that implementation of energy conservation measures are not practically and
economically feasible.

r Exempt from the feasibility study any buildings for which a practicality and economic feasibility
analysis has been conducted within three years of the effective date of this act.

EFFECTM DATE: Except as otherwise provided, this act would become effective when it became
law.

NickGiddings and Billy Godwin, counsel to House State and Local Government, substantially contributed
to this summary.
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March 72,2019

A BILL TO BE ENTITLED
AN ACT TO SAVE NORTH CAROLINA TAXPAYER DOLLARS BY REQUIRING

REDUCTIONS IN ENERGY AND WATER CONSUMPTION IN PUBLIC BUILDINGS
BY 2025.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 143-64.12 reads as rewritten:

"$ 1.43-64.12. Authority and duties of the Department; State agencies and State institutions
of higher learning.

(a) The bepartment of Environmental Quality through the State Energy Office shall

develop a comprehensive program to manage energy, water, and other utility use for State

agencies and State institutions of higher learning and shall update this program annually' Each

State agency and State institution of higher learning shall develop and implement a management

plan that is consistent with the State's comprehensive program under this subsection to manage

in..gy, water, and other utility ing

frem ihe energy audit se. The energy consumption

per gross square foot for all State buildings in total shall be reduced by twenty percent (20%)by

201g201!-thirty percent (30%) by 2+t52015. and forty percent $0"A by 2W5 based on

energy consumption for the 2002-2003 fiscal year. Each State agency and State institution of
higher learning shall update its management plan biennially and include strategies for supporting

the energy consumption reduction requirements under this subsection. Each community college

shall submit to the State Energy Office a+ienni*lgA ilnual written report of utility consumption

and costs. Management plans submitted biennially by State institutions of higher learning shall

include all of the following:

(bl) The Deparhnent ef Administratien, as part ef the Faeilities Cenditien and Assessment

er a Stateinstitutien ef higher learning and that require ne signifieant exfenditure ef funds, Every

Where energy management equipment is prepesed fer any faeilit'' ef a State ageney er ef a State

develep an energy audit and a preeedure fer eendueting energy aBdits, Ever)'five years the

D€pafi;

I ll]il tililllllil llllllilil lllll lffi lill ll lllillil ll]*H330-CSTQ-2*
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Fnergy effiee shett b

he effeeted State agffi
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SECTION 2. G.S. 143-64.17 reads as rewritten:
"S 143-64.17. Definitions.

As used in this Part:
(1) "Energy conservation measure" means a facility or meter alteration, training,

or services related to the operation of the facility or meter, when the alteration,
training, or services provide anticipated energy vlnss. generate
revenue. or capture lost revenue. Energy conservation measure includes any
of the following:
a. Insulation of the building structure and systems within the

of all applicable areas in the building.
b. Storm windows or doors, caulking, weatherstripping, multiglazed

windows or doors, heat-absorbing or heat-reflective glazed or coated
window or door systems, additional glazing, reductions in glass area,
or other window or door system modifications that reduce energy
consumption.

c. Automatic energy control systems.
d. Heating, ventilating, or air-conditioning system modifications or

replacements.
e. Replacement or modification of lighting fixtures to increase the energy

efficiency of a lighting system without increasing the overall
illumination of a facility, unless an increase in illumination is
necessary to conform to the applicable State or local building code or
is required by the light system after the proposed modifications are
made.

f. Energy recovery systems.
g. Cogeneration systems that produce steam or forms of energy such as

heat, as well as electricity, for use primarily within a building or
complex of buildings.

h. Repealed by Session Laws 2006-190, s.2, effective August 3,2006,
and applicable to contracts entered into or renewed on or after that
date.

i. Faucets with automatic or metered shut-off valveso leak detection
equipment, water meterso water recycling equipment, and wastewater
recovery systems.

j. Other energy conservation measures that conserve energy, water, or
other utilities.

k. Building analytics systems that allow for advanced software utilizing
statistical modeling and machine learning" whether supervised or
unsupervised. to establish data-driven benchmarks. predict future
energy performance. and find additional enere)' savings opportunities.

Page2 House Bill 330 H330-CSTQ-2 [v.a]
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(2) "Energy savings" means a measured reduction in fuel costs, energy costs,

water costso stormwater fees, other utility costs, or operating costs, including

environmental discharge fees, water and sewer maintenance fees, and

increased meter accutacy, created from the implementation of one or more

energy conservation measures when compared with an established baseline of
previous costs, including captured lost revenues or generated revenues,

developed by the governmental unit.
il

SECTION 3. G.S. 143-135.37 reads as rewritten:

"S 143-135.37. Energy and water use standards for public major facility construction and

renovation projects; verification and reporting ofenergy and water use.

(b) Energy-Efficiency Standard. - For every major facility construction project of a

public agency, the building shall be designed and constructed so that the calculated energy

ton'u'op1ionisatleastlessthantheenergyconsumption
for the same building as calculated using the energy-efficiency standard in ASHRAE 90.1-2004.

For every major facility renovation project of a public agency, the renovated building shall be

designed and constructed so that the calculated energy consumption is at least twentyaereent

fZggalthi.tv p..c""t (30%) less than the energy consumption for the same renovated building as

calculated using the energy-efficiency standard in ASHRAE 90.1-2004. For the purposes of this

subsection, any exception or special standard for a specific type of building found in ASHRAE

90.1-2004 is included in the ASHRAE 90.1-2004 standard.

(c) Indoor Potable Water Use Standard. - For every major facility construction or

renovation project of a public agency, the water system shall be designed and constructed so that

thecalculatedindoorpotablewateruseisatleastless
than the indoor potable water use for the same building as calculated using the fixture

performanc" ,"qui."tt'tents related to plumbing under the 2006 North Carolina State Building

Code.

SECTION 4.(a) Each State agency and State institution of higher learning shall, no

later than October 1,2020, conduct a preliminary practicality and economic feasibility analysis

of implementing energy conservation measures for all buildings greater than 20,000 square feet

in size and that have been in use for more than l0 years. Energy conservation measures are

deemed to be economically feasible if the resulting energy savings will cover the cost of
implementing the measures within l0 years. Each State agency and State institution of higher

learning shall submit its findings to the State Energy Office. If the agency or institution of higher

learning determines that it is not practical or economically feasible to implement energy

conservation measures, the agency or institution of higher learning shall include findings of fact

supporting that determination in the findings it submits to the State Energy Office. If the State

ug.n"y oi Stut. institution of higher learning determines that it is practical and economically

feasibie to implement energy conservation measures, the agency or institution of higher learning

shall do so. The energy conservation measures may be achieved by issuing a request for proposal

for a guaranteed energy savings contract for all covered buildings owned by the agency or

instituaion of higher learning. If the agency or institution of higher learning issues a request for
proposal for a guaranteed energy savings contract for one or more buildings, the agency or

institution of higher learning shall issue the request for proposal no later than April 1,2021. The

agency or institution of higher learning shall follow the process provided in Part 2 of Article 3B

oiCttupt". 143 of the General Statutes. The definitionsprovided in G.S. 143-64.17 shall apply

for purposes of this section.
SECTION 4.(b) No later than October l, 2025, each State agency and State

institution of higher learning shall repeat the process set forth in subsection (a) of this section for

H330-CSTQ-2 tv.al House Bill 330 Page 3
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all buildings greater than 10,000 square feet in size and that have been in use for more than l0
years. Ifthe agency or institution ofhigher learning issues a request for proposal for a guaranteed
energy savings contract for one or more buildings, the agency or institution of higher learning
shall issue the request for proposal no later than April 1,2026.

SECTION 4.(c) This section shall not apply to any building for which apracticality
and economic feasibility analysis of implementing energy conservation measures has been
conducted within three years prior to the effective date of this section.

SECTION 4.(d) This section is effective when it becomes law. This section shall
not be interpreted to prohibit any State agency or State institution of higher learning from issuing
any request for proposal for a guaranteed energy savings contract.

SECTION 5. Except as otherwise provided, this act is effective when it becomes
law. Section 3 of this act applies to every major facility construction project and every major
facility renovation project of a public agency, as those terms are defined in G.S. 143-135.36,that
has not entered the schematic design phase prior to the effective date of this act.

Page 4 House Bill 330 H330-CSTQ-2 [v.a]



NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill330

AMENDMENT NO
(to be filled in by
Principal Clerk)H330-ATQ-6 [v.6]

Amends Title [NO]
H330-CSTQ-2 [v.a]

Page 1 of I

Date )t 9

I
2
J

4

5

6

7

8

9

10

11

t2

Representative Saine

moves to amend the bill on page 2, lines 9 and 10, by inserting between those lines:

"SECTION 1.1 Article 38 of Chapter 143 of the General Statutes is amended by
adding a new section to read:
tt

All State agencies and institutions of higher learning shall ensure that lighting in unoccupied
interior spaces and upward-directed flood lighting is turned off on the premises of all buildings
owned or leased by the State asency or institution of hieher learnins from midnieht until 6:00
A.M.. unless required for safety. emergencv. or insurance pumoses, The building manager or
property manager of each premises owned or leased bv a State asencv or institution of hisher
learning" or an appropriate desienee. shall be responsible for ensurine compliance with this
section."".

SIGNED
Amendment Sponsor

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED FAILED TABLED
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill330

AMENDMENT NO.
(to be filled in by
Principal Clerk)H330-ATQ-7 [v.1]

Page I of 1

Amends Title [NO]
H33O-CSTQ-2 fv.al

Representative

moves to amend the bill on page 1, lines 25 through 32,by rewriting the lines to read:

"(b1) The Department of Administration, as part of the Facilities Condition and Assessment
Program, shall identify and recommend energy conservation maintenance and operating
procedures that are designed to reduce energy consumption within the facility of a State agency
or a State institution of higher learning and that require no significant expenditure of funds. Every
State agency or State institution of higher learning shall implement these recommendations.
Where energy management equipment is proposed for any facility of a State agency or of a State

institution of higher learning, the maximum interchangeability and compatibility of equipment
components shall be required.
undef".
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Amendment Sponsor

Committee Chair if Senate Committee Amendment

FAILED
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HOUSE BILL 329:
Exempt EV Stations/Public Utilities Regs.

20 I 9-2020 General AssemblY

Committee: House Energy and Public Utilities. If Date:
favorable, re-refer to Rules, Calendar, and

March 26,2019

Operations of the House

Introduced by: Reps. Szoka, Arp, Hanig, Warren
Analysis of: First Edition

Prepared by: Chris Saunders
Committee Counsel

OVERWEW: House Bitl 329 would amend the dejinition of "public utility" to provide that u petson

who uses an electric vehicle charging station to resell electricity to the public is not a public utility if
certain c o n ditio n s app ly.

CURRENT LAW: A "public utility" as defined in Chapter 62 of the General Statutes is any entity which

owns and operates "equipment and facilities" that provides electricity o'to or for the public for

compensation." Stut" law piecludes retail electric competition and establishes regional monopolies on the

sale of electricity, but theie are some exceptions. The retail resale of electricity is generally prohibited,

except for a narrow exception for campgrounds operated primarily to serve transient occupants, and

marinas.

BILL ANALYSIS: House Bill329 would provide thatthe term "public utility" does not include aperson

who uses an electric vehicle charging station to resell electricity to the public for compensation, provided

thatl.

o The reseller procured the energy from an electric power supplier (a public utility, an electric

membership corporation, or a municipality that sells electric power to retail electric power

customers in the State) authorized to sell electricity in the territory where the service is provided.

o The resale of electricity is exclusively for charging plug-in electric vehicles.

o The charging station is immobile.

. Utility service to the charging station is provided subject to the electric power supplier's terms and

conditions.

The bill would not limit an electric power supplier's ability to use electric vehicle charging stations to

fumish electricity for charging electric vehicles. Increases in customer demand or energy consumption

associated with transportation electrification would not constitute found revenues for an electric public

utility.

EFFECTIVE DATE: This act would be effective when it becomes law

Legislative Analysis
Division

9 I 9-7 3 3-2 578

Karen Cochrane-Brown
Director t[|lluiluruil ffi[llil llll |ilil ililll llilffi ll lil ill ill ffi ll
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Short Title: Small Hydro Amends.

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

HOUSE BILL DRII1O144.RI-7

FJ.E.33t
Mar 11,2iltr9

HOLjfiH PlilNClP.4l, Cl,[:Rlr

D

(Public)

Sponsors: Representatives Szoka and Arp (Primary Sponsors).
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Referred to:

A BILL TO BE ENTITLED
AN ACT TO PROVIDE SMALL HYDROELECTRIC POWER FACILITIES CERTAIN

TREATMENT SIMILAR TO THAT GIVEN TO SMALL POWER PRODUCERS THAT
PRODUCE ENERGY FROM SWINE AND POULTRY WASTE.

The General Assembly of North Carolina enacts:

SECTION 1.(a) G.S. 62-156(b)(3) reads as rewritten:

"(b) At least every two years, the Commission shall determine the standard contract

avoided cost rates to be included within the tariffs of each electric public utility and paid by

electric public utilities for power purchased from small power prodcers, according to the

following standards:

(3) Availability and Reliability of Power. - The rates to be paid by electric public

utilities for capacity purchased from a small power producer shall be

established with consideration of the reliability and availability of the power.

A future capacity need shall only be avoided in a year where the utility's most

recent biennial integrated resource plan filed with the Commission pursuant

to G.S.62-110.1(c) has identified aprojected capacity need to serve system

load and the identified need can be met by the type of small power producer

resource based upon its availability and reliability of power, other than

less than five megawatts (MW)" or swine or poultry waste for which a need is

established consistent with G.S. 62-133.8(e) and (f;."
SECTION 1.(b) G.S. 62-133.8(i)(4) reads as rewritten:

"(i) Adoption of Rules. - The Commission shall adopt rules to implement the provisions

of this section. In developing rules, the Commission shall:

(4) Establish standards for interconnection of renewable energy facilities and

other nonutility-owned generation with a generation capacity of 10 megawatts

or less to an electric public utility's distribution system; provided, however,

that the Commission shall adopt, if appropriate, federal interconnection

standards. The standards adopted pursuant to this subdivision shall include an

expedited review process for hydroelectric power projects of two megawatts
(MW) or less- and swine and poultry waste to energy projects of two
megawatts (MW) or less and other measures necessary and appropriate to

achieve the objectives of subsections (e) and (f) of this section."

SECTION 2. This act is effective when it becomes law.

25
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HOUSE BILL 331:
Small Hydro Amends.

20 I 9-2020 General Assembly

Committee:

Introduced by:
Analysis of:

House Energy and Public Utilities. If Date:
favorable, re-refer to Rules, Calendar, and

Operations of the House
Reps. Szoka, Arp PrePared bY:

PCS to First Edition
H331-CSRI-2

March 26,2019

Jennifer McGinnis
Committee Counsel

OWRVIEW: The Proposed Committee Substitute (PCS) for H331 would extend certain treatment

given to small powq producers that produce energ)) from swine and poultry waste to certuin small

hydroelectric power facilities, with respect to an exemption concerning capacity payments to small

power producers under standard contracts.

CURRENT LAW/ BACKGROUND:
5.L.2017-192 (H539) amended various laws related to energy policy, including a provision that required

rates for small power producers over I MWi to be negotiated between a small power producer and a utility
for a fixed liys-year term. Swine and poultry wasteo small hydropower, and biogas facilities were allowed

to negotiate, however, for a term beyond five years.

H589 also required that capacity payments be made only when capacity is needed by a utility based on

need for that resource as established by the utility's statutorily required integrated resource plan. The

limitation on capacity payments does not apply, however, to swine and poultry waste for which a need is

established by tire State's Renewable Energy und En.tgy Efficiency Portfolio Standard (REPS)ii.

BILL ANALYSIS: The PCS for H33l would extend the exemption from the limitation established by

H589 applicable to small power producers under standard contracts that capacity payments be made only

*h"n capu"ity is needed by a utility based on need for that resource as established by the utility's statutorily

requiredintegrated resource plan to hydropower small power producers with pow-er purchase agreements

wiih an eleciric public utility in effect as of July 27, 2017, and renewals of such power purchase

agreements, if the hydroelectric small power producer's facility total capacity is equal to or less than five

megawatts (along with swine and poultry waste for which a need is established by REPS).

EFFECTM DATE: The PCS would be effective when it becomes law.

i Or I 00 kW once 100 MW of energy is purchased by a utility from such small producers.
ii The State's REPS, established by Senat" Bill 3 in 2007, requires all investor-owned utilities in the State to supply 12.5%6 of
2020 retailelectricity sales in the State from eligible energy resources by 2021. Eligible energy resources include solar, wind,

hydropower, geothermal, or ocean current or wave energy resource; a biomass resource, including animal waste; and other

.irou*"r. Thi overall target for renewable energy includes technology-specific targets, including targets for swine and poultry

waste. Per Commission oider,Q.2}Vofrom swine waste and 900,000 MWh from poultry waste is required by 2021.

',Karen Cochrane- Brow n
''' Director -ir-3-3-i----5-ri R i- 3 c s R r - 2 - v - 5

Legislative Analysis
Division

9t 9-733-2578
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

H
HOUSE BILL 331

PROPOSED COMMITTEE SUBSTITUTE H331-CSRI-2 [v.3]
0312512019 01:37:37 PM

Short Title: Small Hydro Amends.

D

(Public)

Sponsors

Referred to:
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March 12,2019

A BILL TO BE ENTITLED
AN ACT TO PROVIDE SMALL HYDROELECTRIC POWER FACILITIES CERTAIN

TREATMENT SIMILAR TO THAT GIVEN TO SMALL POWER PRODUCERS THAT
PRODUCE ENERGY FROM SWINE AND POULTRY WASTE.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62-156(b)(3) reads as rewritten:

"(b) At least every two years, the Commission shall determine the standard contract

avoided cost rates to be included within the tariffs of each electric public utility and paid by

electric public utilities for power purchased from small power prodcers, according to the

following standards:

(3) Availability and Reliability of Power. - The rates to be paid by electric public

utilities for capacity purchased from a small power producer shall be

established with consideration of the reliability and availability of the power.

A future capacity need shall only be avoided inayear where the utility's most

recent biennial integrated resource plan filed with the Commission pursuant

to G.S. 62-110.1(c) has identified a projected capacity need to serve system

load and the identified need can be met by the type of small power producer

resource based upon its availability and reliability of power, other4anthau
for: (i) swine or
G.S. 62-133.8(e

20r7
hlrdroelechic small power producer's facility total capacity is equal to or less

than five megawaffs (MW). "
SECTION 2. This act is effective when it becomes law.

I ll]il ril rffi lil lil llilil llffi lllil lil lll llffi lil lil*H331-CSRr-2*
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF RDPRESENTATIVES

ENERGY AND PUBLIC UTILITIES COMMITTEE REPORT
Representative Dean Arp, Co-Chair

Representative John Szoka, Co-Chair

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL AND RE-REFERRED

HB 330 Efficient Government Buildings & Savings Act.
Draft Number: H33O-PCSI a-L

Recommended Refenal
Long Title Amended:
Floor Manager:

None
No
Szoka

HB 331 Small Hydro Amends
Draft Number: H33 t-PC540230-Rr-2

None

Szoka

Recommended Refenal
Long Title Amended:
Floor Manager:

No

TOTAL REPORTED:2

I lllil lltil tilt il tililffi til ililtil ilililil til*cMR163-V-1*
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NORTH CAROLINA GENDRAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ENERGY AND PUBLIC UTILITIES COMMITTEE REPORT
Representative Dean Arp' Co-Chair

Representative John Szoka, Co-Chair

FAVORABLE AND RE-REFERRED

HB 329 Exempt EV StationsiPublic Utilities Regs.

Draft Number: None

Recommended Referral
Long Title Amended:
Floor Manager:

None
No
Szoka

TOTAL REPORTED: 1
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House Committee on Energy and Public Utilities
Tuesday, April 2,2019 at 3:00 PM

Room 643 of the Legislative Office Building

MINUTES

The House Committee on Energy and Public Utilities met at 3:00 PM on April 2,2019 in Room

643 ofthe Legislative Office Building. Representatives Autry, Black, Conrad, Dixon, D. Hall,

Harrison, Hawkins, Humphrey, B. Jones, Montgomery, Richardson, Riddell, Szoka, and Wray

attended.

Representative John Szoka, Chair, presided.

Jeffrey Merrifield, Chairman, E4 Carolinas (Partner/Pillsbury Law & former
Commissioner of the Nuclear Regulatory Commission) gave a presentation (attachment A) on

NC's Energy Economy and E4 position in that Economy. Following his presentation, an invitation
was extended to committee members to attend an upcoming meeting on May 20-21,2019 which

will focus on the Southern States Energy on Clean Coal Energy Policies and Technologies.

No bills were considered/

The meeting adjourned at3:45 pm.

Chair Beverly S C ttee
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House Committee on Energy and Public Utilities
Tuesdayo April2, 3:00 PM

643 LOB

AGENDA

Welcome and Opening Remarks: Chair. John Szoka presiding.

Introduction of Pages and Sergeant-At-Arms

Presentations: North Carolina's Energy Economy

+ Jeffiey Merrifield, Chairman,E4 Carolinas
Partner/Pillsbury Law and former Commissioner of the Nuclear Regulatory
Commission

Other Business

Adjournment
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North Carolina's
Energy Economy

Believed to be the largest and most
diverse in the Eastern United States:

An lnnovation Leader
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lnnovation

Policy Networking WorHorce

E4 Carolinas

. Trade association for ALL Carolina energy

. t4o+ full members/rr8 associate members
. All North Carolina utilities are members

. Creating value for Carolina Energy Economy
. Economic Development

. lnnovation

. Policy

. Networking

. Workforce
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Nuclear Ene rgy Leadership

lllinois

Pennsylvania

South Carolina

NewYork

Alabama

North Carolina

8,855

7,62G

4'5ao

3,988

3,952

3,875

570/o

3go/o

560/o

350/o

330/o

350/o

(

A national and global nuclear energy leader
. Policy built an indrstry

. Sixth in U.S. nuclear generating capacity

. 3,8l5,ooo MWh consumed (35.40/o of NC supply)

. 7,424 MW genera:ing capacity (-gzo/o load factor)

. 4 plants with 7 reactors

. Leading nuclear workforce and service industry



A national and global solar energy leader
. Policy built an industry

. Second in U.S. solar generating capacity

. 589,ooo MWh consumed (5.4o/o of NC supply)

. 5z2o MW generating capacity (1t0/o load factor)

. 
Sa2 grid scale solar installations (r MW+ :-z!:-l:LT)

. 3,357 MWh of grid scale solar

' !,843 MWh smaller/most "behind the meter"
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Solar Energy Leadership
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Energy Research Leadership
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Energy Research & Education
o [J.S. leading energy research universities

. NC investments in energy research

. Emerging research areas

. Community College - industry support



Energy Manufacturing & Engineering Leadership
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Manufacturing & Engineering
o Ilobal leading manufacturers
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Energy lnnovation & Policy

Fuel Economic Development
lncreased products & services sold

Job growth

New ventures created

New companies attracted to NC

a

a

a

a

Energy lnnovation Leadership
Examples of Solving CriticalWorld Energy Problems
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Net Power (Durham) - Developer of revolutionary
ca rbon-ca pture power generation tech nology, based
on the Allum Cycle

Albemarle (Charlotte) -A world leader in the
development and distribution the lithium chemicals
and products essential for devices and EVs

Atom Power (Charlotte) - Developer of the world's
first solid state circuit breaker, which makes
structure's electrically safe and programmable

N uSca Ie Power (Wi I m i ngton/Cha rlotte) - reci pient
of over s5o million in DOE funding for a leading SMR
design.

Tokai Carbon (Charlotte) -The nation's leader in
developing and distributing of carbon and graphite
products essential for steel and Li-on batteries

lngersoll Rand (Davidson) -A global leader in building
efficiency and energy storage technologies
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Economic Opportunity
. Energy Storage

o Q rid Tech nology

. Advanced/NextGeneration Nuclear

. Advanced EPC

. Transportation Electrification

Creating Value with Development Clusters

Energy Storage - North Carolina is a leader with 25+ companies and

organization in the national/global supply chain (E4 Carolinas, zorS)

Grid Technology - North Carolina isTHE leader with roo+ companies and

organizations in the national/global supply chain. (RTl lnternational, zotT)

Advanced/Next Generation Nuclear - North Carolina is a leader with roo+
companies and organizations in the national/global supply chain (E4

Carolinas & Nuclear Energy lnstitute, zo16)

Advanced Engineering, Procurement & Construction - More than a dozen

Global caliber and nearly roo national/regional firms.

Transportation Electrification - Similarto solar energy opportunity a

decade ago.
€



the
SOLUTIOHS
Summit

Energy I nnovation lnitiative
. 2 year collaboration with NC DOC Office

of Science, Technology & lnnovation

. 50+ energy innovation professionals

. All energy sectors/supply chain members

. lssues/solutions summits + work groups

. Produced Energy lnnovation Plan

Essential to Expanding our Energy Economy

First Step to Energy lnnovation Leadership
. Complete the energy industry inventory

o Confirm/identify clusters of opportunity

o Determine our national/global leadership opportunities

. Foster increased collaboration/value creation

o Connect research, technology, innovators and capital

o lncrease entrepreneurship and commercialization

. Develop our energy brand

. Promote our energy industry based on fact

E4 Carolinas Stafting *First Step"
. lnventory started - 1,ooo+ Carolina companies/organizations

. Staff added

. Additional funding needed to execute
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Southern States Energy Board <sseb@sseb.org>

Wednesday, April 03, 2019 08:50 AM
Rep. fohn Szoka
Register today for the 2019 Clean Coal Energy Policies and Technologies Meeting
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Tr ans cending Boundaries

Registration Now Open for the 2019 Commiftee on Clean Coal Energy
Policies and Technologies Meeting

{6ay 2A-2'l I KingsBort, TN

Please plan to join us soon at the Southern States Energy Board's Committee
on Clean Coal Energy Policies and Technologies meeting where we will
discuss ways to promote the development and implementation of programs
and projects that stimulate the use of the region's clean coal resources for
American energy security.

The committee's goal is to utilize coal for energy, power, and transportation
fuels while advancing workforce development, education, and training in the
coal industry.

This event is held in conjunction with the Virginia Coal and Energy Alliance's
Annual Meeting. Please note that SSEB has reserved a block of guest rooms
for this event. To ensure a room at the conference rate of $94 per night
you must provide government lD or the rate will be $126 per night + taxes.
Click the blue button below to register.

MeadowView Conference
Resorf & Convention Center

Connect with us

os@B

Southern States Energy Board | 6325 Amherst Coutt, Peachtree Corners, GA 30092
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U nsu bs_c_f i be John. Szoka @ ncleg. ne!

Update Profile I About our service provider

Sent by sseb@sseb.org in collaboration with

C-gatgnt Contact' . tI*
Try it free today
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House Committee on Energy and Public Utilities
Tuesdayn April 912019 at 3:00 PM

Room 643 of the Legislative Office Building

MINUTES

The House Committee on Energy and Public Utilities met at 3:00 PM on April 9,2019 in Room

643 ofthe Legislative Office Building. Representatives Alexander, Arp, Autry, Black, Brockman,

Conrad, Cunningham, Dixon, Hanig, Harrison, Hawkins, Holley, Howard, Humphrey,

Montgomery, Richardson, Riddell, Strickland, Szoka, and Wray attended.

Representative John Szoka, Chair, presided.

Rep. Szoka referred the committee to the Agenda, announcing that HB 387 Electric Co-op Rural
Broadband has been withdrawn by the primary sponsor' Rep. Arp.

The following bills were considered:

HB 529 Utilities/Water and Wastewater Consumption. (Representatives Arp' Riddell,
Conrad, Holley) was explained by Rep. Arp. The committee passed the bill, with a motion by

Rep. Dixon for a favorable report with a referral to the House Committee on Rules, Calendar, and

Operations.

HB 398 Info. Tech. Budget/2019-2021Fiscal Biennium. (Representatives Arp, Szoka, Saine,

Barnes) was explained by Rep. Arp. A Proposed Committee Substitute was properly brought

before the committee. Rep. Chris Humphrey introduced a technical amendment to HB 398 to
rewrite line 36, on page 2o (Attachment A). Without objections, Rep. Szoka (Chair) called for a
vote on the amendment and it passed.

Rep. Dixon made a motion for a favorable report as amended through H398-PCS40321-TQa-9
with a referral to the Committee on Appropriations, Information Technology. Rep. Szoka

presented the motion for a committee vote favorable committee substitute, unfavorable original
bill and received a favorable report. The motion passed, with a referral to the House Committee

on Appropriation, Information Technology

With no further business, the meeting adjournedat3:31 pm.

&"^"'"P*&LA^+{
John Chair Beverly Sla$e, Commiftd$ Clerk





House Committee on Energy and Public Utilities
Tuesday, April 91201913:00 PM
643 Legislative Office Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages & Sergeant-At-Arms

Bills

BILL NO. SHORT TITLE

HB 529 Utilities/Water and Wastewater
Consumption.

HB 387

HB 398

Presentations

None

Other Business

Adjournment

Electric Co-Op Rural Broadband
(HB 387 was removed from agenda)

Growing GREAT-Rural Broadband
Funding

SPONSOR

Representative Arp
Representative Riddell
Representative Conrad
Representative Holley
Representative Arp
Representative Szoka
Representative Lewis
Representative Hunter
Representative Arp
Representative Szoka
Representative Saine
Representative Barnes
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ENERGY AND PUBLIC UTILITIES COMMITTEE REPORT
Representative Dean ArP, Co-Chair

Representative John Szoka, Co-Chair

FAVORABLE AND RE-REFERREI)

HB 529 Utilities/Water and Wastewater Consumption.
Draft Number: None

FAVORABLE COM SUB , UNF'AVORABLE ORIGINAL BILL AND RE-REFERRED

HB 398 Growing GREAT-Rural Broadband Funding.
Draft Number: H398-PCS4032I-

Recommended Refenal
Long Title Amended:
Floor Manager:

Recommended Referral
Long Title Amended:
Floor Manager:

None
No
Arp

None
No
Arp

TOTAL REPORTED:2

I il]ililtil iltil til tilil tffi til ilil ill llill lil lil*cMR232-V-1*
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NORTH CAROLINA GENERAL ASSEMBLY
AMENDMENT
House Bill398

IAMENDMENT NO
(to be filled in by
Principal Clerk)H398-ATQ-9 [v.1]

Amends Title [NO]
First Edition

Page I of I

Date 2DtI
1

moves to amend the bill onpage2, line 36, by rewriting the line to read1

2
aJ

4
5

6

a minimum download
Federal"

SIGNED

SIGNED

r

ADOPTED

Committee if Senate Committee Amendment

FAILED

ililI]ililillllllllllllllllllllllllllllllllllllllllllllilllllllllllllllilllll*H398-ATa-9-V-1*
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

1H
HOUSE BILL 529

Short Title: Utilities/Water and Wastewater Consumption. (Public)

Sponsors: Representatives Arp, Riddell, Conrad, and Holley (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to: Energy and Public Utilities, if favorable, Rules, Calendar, and Operations of the

House

Aprill,2019

1 A BILL TO BE ENTITLED
2 AN ACT PROVIDING THAT THE UTILITIES COMMISSION MAY ADOPT, IMPLEMENT,

3 MODIFY, OR ELIMINATE A RATE ADJUSTMENT MECHANISM FOR WATER OR

4 WASTEWATER PUBLIC UTILITIES TO TRACK AND TRUE.UP VARIATIONS IN
5 AVERAGE PER CUSTOMER USAGE FROM LEVELS APPROVED IN THE GENERAL

6 RATE CASE PROCEEDING.
7 The General Assembly of North Carolina enacts:

8 SECTION 1. Article 7 of Chapter 62 of the General Statutes is amended by adding

9 anew section to read as follows:
"s 62- Customer usase trackins rate adi mechanisms for water and

wastewater rates.
In settins for a water and wastewater utilitv in a Beneral rate under

mechanism for one or more of the comnanv's rate to track and true-uo ations in

10

11

t2
13

t4
15

t6
I7
18

t9
20

customer usase from levels aooroved in the seneral rate case Theaverage Der
t slon

IS and ln

the public interest."
SECTION 2. This act is effective when it becomes law

I illlil ril lffi ilril lll llll lil llill lil lil*H529-V-1*
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2019

HOUSE BILL 398
pRoPosED COMMITTEE SUBSTITUTE H398-PCS40321-TQa-9

Short Title: Growing GREAT-Rural Broadband Funding.

DH

(Public)

Sponsors

1

2
J

4
5

6

7

8

9

10

11

t2
13

t4
15

16

t7
18

T9

20
2l
22
23
24
25
26
27
28
29
30
31

32
33
34
35
36

Referred to:

March 21,2019

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS CHANGES TO THE GROWING RURAL ECONOMIES

WITH ACCESS TO TECHNOLOGY (GREAT) PROGRAM.

The General Assembly of North Carolina enacts:

SECTIOI{ 1.(a) Notwithstanding G.S. l43C-5-2, G.S. 1438-1373 is amended by

new subsection to read:adding a

"(p) ls

currently served. Eligible projects do not include

other similar projects not directed at broadband

of

middle mile, backhaul, and

service to end users. If a

GREAT program."
SECTION 1.(b) This section shall expire on June 30,2029'
SECTION 2. G.S. 143B,-1373 reads as rewritten:

"$ 1438-1373. Growing Rural Economies with Access to Technology (GREAT) program.

(a) As used in this section, the following definitions apply:

(6) Eligible project. - An eligible project is a discrete and specific project located

in an unserved area of an economically distressed county seeking to provide

broadband service to homes, businesses, and community anchor points not

(c) Project areas comprised of census blocks, or portions thereof, within which a

broad6and prouid.r is receiving State or federal matching funds to deploy technologically neutral

scalable broadband service within the next 18 months are ineligible for the GREAT program. It
is essential for the Office to know the location of census blocks, or portions thereof, comprising

these areas so it can determine project eligibility. A private provider receiving State or federal

matching funds to deploy UroadUand s"*i"" within such an area shall, within 60 days of the

effective date of this section, submit only a listing of the census blocks, or portions thereof,

comprising each of its federally funded project areas meeting this requirement and nothing more

to the Office. In future program years, the cutoff date for submitting this census block data shall

be May 15. This will enabie the office to update maps and advise applicants as to the unserved

areas of the State that are eligible for consideration in that program year. The Office shall only

utilize this data to update maps of census blocks to reflect these census blocks, or portions thereof,

iliiillliiliililllilllllliilililllilllilllllillllllllllillllillillilll'*-ii-3-t-s :-F a s 4 o 3 2 1 - r o A - e *



General Assembly Of North Carolina Session 2019
1

2
J

4
5

6
7

8

9
l0
11

t2
l3
t4
15

16

17
18

T9

20
2I
22
23
24
25

Gl)

as being served. Failure on the part of a provider to submit the listing of census blocks by the
cutoff date shall result in those areas being eligible for inclusion under this program during the
upcommg program year. The Office shall use the census block data provided only for mapping
ofunserved areas.

of a federalllz funded proiect area. Information provided to the Office pursuant to this subsection
is not a public record, as that term is defined in G.S. 132-l

(d) Applications for grants will be submitted at times designated by the Secretary and
will include, at a minimum, the following information:

(5) An illustration or description of the area to be served and the number of
homes, businesses, community anchor points, agricultural operations, or
agricultural processing facilities that will have acceis to broadband as a result
of the erejeetprqect. incnAin
foregoing.

the apolication.

27
28
29
30
3L

32
JJ

34
35

36
37
38
39
40
4I
42
43
44
45
46
47
48
49
50
51

(e) Applications shall be made publicly available by posting on the Web site of the
26 Department of Information Technology for a period of at least 30 days prior to award. During

the 30-day period, any interested party may submit comments to the Secretary concerning any
pending application. A provider of broadband services may submit a protest of any application
on the grounds the proposed project covers an area that is not an eligible area under this section.
Protests shall be submitted in writing, accompanied by all relevant supporting documentation,
and shall be considered by the Office in connection with the review of the application. Upon

that

broadband service. For applications with filed protests, the Secretary shall issue a written
decision to the protesting pafty at least 15 days prior to the approval of that application.(0 The Office may consult with the Department of commerce to determine if a
broadband project proposed under this section will benefit a potential economic development
project relevant to the proposed area outlined in the broadband project.

(g) Applications shall be scored based upon a system that awards a single point for criteria
considered to be the minimum level for the provision of broadband service *itn uAaitional points
awarded to criteria that exceed minimum levels. The Office shall score project applications in
accordance with the following:

(6) Base speed multiplier. - Projects that will provide minimum download and
minimum upload speeds shall have the aggregate points given under
subdivisions (1) through (5) of this subsection multiplied by a factor at the
level indicated in the table below:

Minimum Download:
Minimum Upload Score Multiplier

Page2 House Bill398 H398-pCS40321-Tea-9



General Assembly Of North Carolina Session 201.9

1

2
J

4
5

6

7

8

9

l0
tl
l2
13

14

15

16

t7
18

t9
20
2I
22
23

24

10:1Mbps
25:3 Mbps 100:1 Mbns.

0.95
1.3s

100:10 MbPs. or greater 1'55

(h) The Office shall score applications based upon the metrics provided in subsection (g)

of this section. In awarding grants based upon the scoring metrics, the Office shall also award an

additional point to projects where a county has a Community Broadband Planning Playbook that

meets the guidelines established by the Office.

SECTION 3. G.S. l43C-4-3.I reads as rewritten:

"$ 143C-4-3.1. State Capitat and Infrastructure Fund.

(e) Use of Funds. - Monies in the Fund shall first be used to meet the debt service

oUligatlons of the State. In addition to meeting the State's debt service obligations, monies in the

Fund may be used for the following purposes:

(1) New State and The University of North Carolina capital projects governed

pursuant to Article 8 of Chapter l43C of the General Statutes.

(Z) Repair and renovation of existing capital assets, as provided in
G.S. 143C-8-13.

61 Broadband infrastructure projects funded through aoprop{iations to the

Growing Rural Economies with Access to Technology Fund established in

G.S. 1438-1373(b).
(0 Funds A*ituUt. Onty Upon Appropriation. - Funds reserved to the Fund shall be

avaiiable for expenditure only upon an act of appropriation by the General Assembly."

SECTION 4. This act is effective when it becomes law'

H398-PCS40321-TQa-9 House Bill398 Page 3





GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

H
HOUSE BILL 398

Short Title: Growing GREAT-Rural Broadband Funding.

I

(Public)

Sponsors Representatives Arp, Szoka, Saine, and Barnes (Primary Sponsors).

For a complete list of sponsors, refer to the North Carolina General Assembly web site.

Referred to: Energy and Public Utilities, if favorable, Appropriations, Information

Technology, if favorable, Appropriations, if favorable, Rules, Calendar, and

Operations of the House

to

and

1

2
J

4
5

6

l
8

9

10

11

l2
13

I4
15

T6

t7
18

I9
20
2l
22
23
24
25
26
2l
28
29
30
3l
32
JJ

March 21,2019

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS CHANGES TO THE GROWING RURAL ECONOMIES

WITH ACCESS TO TECHNOLOGY (GREAT) PROGRAM.
The General Assembly of North Carolina enacts:

SECTION 1.(a) Notwithstanding G.S. I43C-5-2, G.S. 1438-1373 is amerided by

adding a

"(p)
new subsection to read:

There is hereby appropriated each fiscal year the sum of fifteen million dollars

from to

to
GREAT prosram."

SECTION 1.(b) This section shall expire on June 30,2029.
SECTION 2. G.S. 143B-1373 reads as rewritten:

"$ L43B-1373. Growing Rural Economies with Access to Technology (GREAT) program.
(a) As used in this section, the following definitions apply:

(6) Eligible project. - An eligible project is a discrete and specific project located

in an unserved area of an economically distressed county seeking to provide

broadband service to homes, businesses, and community anchor points not

currently served. Eligible projects do not include
other similar projects not directed at broadband

middle mile, backhaul, and
service to end users. If a

theIS more

greatest number of unserved households will be served.

(c) Project areas comprised of census blocks, or portions thereof, within which a

broad6and prouid"r is receiving State or federal matching funds to deploy technologically neutral

scalable broadband service within the next 18 months are ineligible for the GREAT program. It
is essential for the Office to know the location of census blocks, or portions thereof, comprising

these areas so it can determine project eligibility. A private provider receiving State or federal

matching funds to deploy broadband service within such an area shall, within 60 days of the

effective date of this section, submit only a listing of the census blocks, or portions thereof,

comprising each of its federally funded project areas meeting this requirement and nothing more

to the Office. In future program years, the cutoff date for submitting this census block data shall

I ll]il ril llilllil lll llll llll llllillil lil
*H398-V-1*



General Assembly Of North Carolina Session 2019

1

2

J

4
5

6

7

8

9

be May 15. This will enable the office to update maps and advise applicants as to the unserved
areas ofthe State that are eligible for consideration in that program year. The Office shall only
utilize this data to update maps of census blocks to reflect these census blocks, or portions thcreof,
as being served. Failure on the part of a provider to submit the listing of census blocks by the
cutoff date shall result in those areas being eligible for inclusion under this program during the
upcoming program year. The Office shall use the census block data provided only for mapping
ofunserved areas. 18 a

shall
or in the

the
funded provided to the Office pursuant to this subsection

is not a public record, as that term is defined in G.S. 132-1
(d) Applications for grants will be submitted at times designated by the Secretary and

will include, at a minimum, the following information:

(5) An illustration or description of the area to be served and the number of
homes, businesses, community anchor points, agricultural operations, or
agricultural processing facilities that will have access to broadband as a result
of the incl for
foregoing.

Gr) an to bear
burden of that the nronosed area to be served in fact- be served wireless

10

11

12

13

I4
15

16

I7
18

I9
20
2I
22
23

24
25

26
27
28
29
30
31

32
JJ

34
35

36
37
38
39
40
41

42
43

44
45
46
47
48
49
50

of of other
to

can be
the

(e) Applications shall be made publicly available by posting on the Web site of the
Department of Information Technology for a period of at least 30 days prior to award. During
the 30-day period, any interested parly may submit comments to the Secretary concerning any
pending application. A provider of broadband services may submit a protest of any application
on the grounds the proposed project covers an areathat is not an eligible area under this section.
Protests shall be submiffed in writing, accompanied by all relevant supporting documentation,
and shall be considered by the Office in connection with the review of the application Upon

of that

ma
of ln to

ln

broadband service. For applications with filed protests, the Secretary shall issue a written
decision to the protesting party at least 15 days prior to the approval of that application.

(0 The Office may consult with the Department of commerce to determine if a
broadband project proposed under this section will benefit a potential economic development
project relevant to the proposed area outlined in the broadband project.

(g) Applications shall be scored based upon a system that awards a single point for criteria
considered to be the minimum level for the provision of broadband service wltn aaditional points
awarded to criteria that exceed minimum levels. The Office shall score project applications in
accordance with the following:

(6) Base speed multiplier. - Projects that will provide minimum download and
minimum upload speeds shall have the aggregate points given under

Page2 House Bill 398-First Edition
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9

10

11
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I3
I4
15

T6

I7
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24
25

26
27
28

General Assembly Of North Carolina Session 2019

subdivisions (1) through (5) of this subsection multiplied by a factor at the

level indicated in the table below:
Minimum Download:
Minimum Upload Score MultiPlier
10:1 Mbps. 0.95

25:3Mbps.@ 1.35

100:10 Mbps. or greater 1.55

(h) The Office shall score applications based upon the metrics provided in subsection (g)

of this section. In awarding grants based upon the scoring metrics, the Office shall also award an

additional point to projects where a county has a Community Broadband Planning Playbook that

meets the guidelines established by the Office.
n

SECTION 3. G.S. I43C-4-3.I reads as rewritten:

"$ 1.43C-4-3.1. State Capital and Infrastructure Fund.

(e) Use of Funds. - Monies in the Fund shall first be used to meet the debt service

obligations of the State. In addition to meeting the State's debt service obligations, monies in the

Fund may be used for the following pulposes:
(1) New State and The University of North Carolina capital projects governed

pursuant to Article 8 of Chapter l43C of the General Statutes.

(2) Repair and renovation of existing capital assets, as provided in
G.S. 143C-8-13.

G) Broadband infrastructure projects funded through appropriations to the

with
c.s. 1438-r313ft\

(0 Funds Available Only Upon Appropriation. - Funds reserved to the Fund shall be

available for expenditure only upon an act of appropriation by the General Assembly."

SECTION 4. This act is effective when it becomes law.

House Bill 398-First Edition Page 3





, BILL ANALYSIS:

Karen Cochrane-Brown
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HOUSE BILL 398:
Growing GREAT-Rural Broadband Funding.

2 0 I 9-2 020 General Assembly

Committee: House Energy and Public Utilities. If Date: April9,2019
favorable, re-refer to Appropriations,
Information Technolo gy. If favorabl e, re-refer
to Appropriations. If favorable, re-refer to
Rules, Calendar, and Operations of the House

Introduced by: Reps. Arp, Szoka, Saine, Barnes Prepared by: Chris Saunders

Analysis oft First Edition Committee Counsel

OVERVIEW: House Bill 398 would appropriate 815,000,000 per year, until the 2028-29 tiscal year,

from the State Capital and Infrastracture Fund to the Growing Rural Economies with Access to

Technology (GREAD program, und make various changes to the program's application process.

CURRENT LAW: The Growing Rural Economies with Access to Technology (GREAT) program was

established in the 2018 Appropriations Act to increase the availability of terrestrially deployed broadband

at connection speeds exceeding 10 megabits per second (Mbps) download and one Mbps upload (10:1).

Through the program, the Broadband Infrastructure Office (Office) of the Department of Information
Technology (DIT) provides grants to broadband providers and cooperatives for projects designed to

extend broadband service to unserved areas in economically distressed counties of the State.

Grant applicants must submit an application that provides certaininformation about the proposed project,

including, among other things, the total project cost and duration, an estimate of the number of end users,

a description ofthe services to be provided, a plan to encourage connection by end users, and evidence of
support from the community. Project areas comprised of census blocks within which a broadband provider

is receiving federal funds to deploy technologically neutral scalable broadband service within the next 18

months are ineligible for the program.

Applications are scored by the Office based on certain established criteria. Projects receive higher scores

for:

o Utilizing partnerships or affiliations with other entities that will lower costs and facilitate

broadband deployment;

o Locating the project in counties with higher numbers of unserved households;

. Providing service to greater numbers of unserved households and businesses;

. Minimizing deployment costs per household; and

o Providing faster connection speeds to end users.

Legislative Analysis
Division

9 r 9-7 3 3-2 578



House Bill 398
Page 2

Section 1 of House Bill 398 would appropriate $15,000,000 annually, until the 2028-29 fiscal year, from
the State Capital and Infrastructure Fund to the Growing Rural Economies with Access to Technology
Fund in DIT to be used for administration of the GREAT program.

Section 2 would do all of the following:

. Clarify that if a project area for an eligible project is located in more than one county, it is deemed
to be located in the county where the greatest number of unserved households will be served.

o Require private providers receiving State or federal matching funds to deploy broadband service,
at the end of the 18 month period in which the project area is ineligible for the GREAT program,
to submit to the Office written documentation that broadband deployment has begun or been
completed in the census blocks that have been deemed ineligible for the program due to the
existence ofa federally firnded project area.

r Require grant applications to provide publicly available addressees for homes, businesses, or other
customers who will have access to broadband at the end of the project.

o Require wireless providers submitting a grarrt. application to prove that the proposed area to be
served can be servedusing wireless technologywhile meeting the minimum upload and download
speeds indicated in the application.

o Allow the Office to amend an application to reduce the number of unserved households in a
proposed project area if it finds that the proposed project area includes households with a
minimum upload and download speed of 10:1.

. Add a new score multiplier of 1.55x for projects with a minimum download and upload speed of
100:10. Under current law, the maximum score multiplier is 1.35x for projects with a minimum
download and upload speed of 25:3.

Section 3 would allow money in the State Capital and Infrastructure Fund to be used for broadband
infrastructure projects funded through appropriations to the GREAT program.

EFFECTM DATE: This act would be effective when it becomes law.



HOUSE BILL 529: -
Utilities/Water and W stewater Consumption.a

2 0 1 9-2020 General Assembly

Committee: House Energy and Public Utilities. If Date: April9,20l9
favorable, re-refer to Rules, Calendar, and
Operations of the House

Introduced by: Reps. Arp, Riddell, Conrad, Holley Prepared by: Kyle Evans

Analysis oft First Edition Staff Attorney

OVERWEIV: House Bill 529 authorizes the Utilities Commission (Commission) to adopt, implement,

modify, or eliminate a rate adjustment mechanismfor regalated water and wastewater atilities to reflect
changes in customer usage in a general rate case.

[As introduced, this bill was identical to 5429, as introduced by Sen. Newtono which is currently in
Senate Commerce and Insurance.l

CURRENT LAW: The rates for regulated water and wastewater public utilities are fixed by the

Commission in a general rate case pursuant to G.S. 62-133.

BILL ANALYSIS: House Bill529 would allow the Commission to adopt a rate adjustment mechanism

to track and true-up variations in customer usage, provided it finds the mechanism in the public interest.

This would allow regulated water and wastewater utilities to have their rates adjusted to accurately reflect

sales volume of water between general rate cases. The Commission may also modify or eliminate the rate -

adjustment mechanism in a general rate case.

EFFECTIVE DATE: The bill would become effective when it becomes law.

Layla Cummings, former StaffAttorney, contributed significantly to this summary.

e 'l

Karen Cochrane-Brown
Director ril ilr llilr ilril ril tilllt ti ti ii ll llil lill li llli li llll llli lli li llil lll
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Legislative Analysis
Division
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House Committee on Energy and Public Utilities
Thursday, April 25,2019 at 11:15 a.m.

Room 643

MINUTES

The House Committee on Energy and Public Utilities met at 3:00 pm on March 26thinRoom 643

LOB. Representatives Alexander, Arp, Autry, Black, Brockman, Conrad, Dixon, Hall, Hanig,

Harrison, Hastings, Hawkins, Holley, Howard, Humphrey, Lewis, Montgomery, Richardson,

Riddell, Sauls, Strickland, Szoka, and Wray were in attendance.

Rep. Dean Arp, Chair, presided.

House Bill 387, Electric Co-Op Rural Broadband Services, was explained by Rep. Arp. A
Proposed Committee Substitute was properly brought before the committee. The committee passed

the bill, with a motion by Rep. Dixon for a favorable report to the PCS with arefenal to the House

Committee on Judiciary, and if favorable, to the Committee on Rules, Calendar, and Operations

of the House.

House BilI432, Water/Sewer to Contiguous Dwelling Units, was explained by Rep. Grange. A
Proposed Committee Substitute was properly brought before the committee. The committee passed

the bill, with a motion by Rep. Dixon for a favorable report to the PCS with a referral to the

Committee on Rules, Calendar, and Operations of the House.

House BilL 522, Study Outside Water Rates, was explained by Rep. Szoka. The committee passed

the bill, with a motion by Rep. Dixon for a favorable report with a referral to Committee on Rules,

Calendar, and Operations of the House.

Being no further business, the meeting adjourned at 11:35 a.m.

Rep. Dean Arp, Katie Stanley, Committee





House Committee on Energy and Public Utilities
Thursday, April 25r 20190 11 :15 a.m.

643 Legislative Office Building

AGENDA

Welcome and Opening Remarks
Rep. Dean Arp, presiding

Introduction of Pages and Sergeant-At-Arms

Bills:

Electric Co-Op Rural Broadband
Services.

Representative Arp
Representative Szoka
Representative Lewis
Representative Hunter
Representative Shepard

Representative Grange
Representative Hurley
Representative Hardister
Representative Szoka

HB 432 Water/Sewer to Contiguous Dwelling
Units.

HB 387

HB 522 Study Outside Water Rates.

Please find attached a Proposed Committee Substitute (PCS) for HB 387 and HB 432.

Other Business

Adjournment
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HB 522 Study Outside Water Rates.

Please find attached a Proposed Committee Substitute (PCS) for HB 387 and HB 432.

Other Business

Adjournment
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Short Title: Electric Co-Op Rural Broadband Services.

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

H.B. 387
Mar 19,2019

HOI]SE PITINCIPAL CLERK

D

(Public)

Sponsors: Representatives Arp, Szoka, Lewis, and Hunter (Primary Sponsors)'

Referred to:

1 A BILL TO BE ENTITLED
2 AN ACT REMOVING RESTRICTIONS PROHIBITING ELECTRIC MEMBERSHIP

3 CORPORATIONS AND THEIR SUBSIDIARIES FROM SEEKING FEDERAL GRANT

4 FLTNDS TO PROVIDE TELECOMMUNICATIONS AND BROADBAND SERVICES,

5 AUTHORIZING SUCH CORPORATIONS TO USE EASEMENTS HELD BY THE

6 CORPORATIONS TO SUPPLY TELECOMMUNICATIONS AND BROADBAND

7 SERVICES, AND PROVIDING FOR THE MANNER IN WHICH CLAIMS RELATED
8 TO THE EXPANDED USE OF EASEMENTS BY SUCH CORPORATIONS SHALL BE

9 RESOLVED.
1 0 Whereas, electric membership corporations were created for the purpose of extending

11 electric service to rural communities in the State, and they have effectively achieved this

12 necessary goal for many years; and

13 Whereas, telephone service is also a necessity for all North Carolinians and has been

14 successfully extended throughout the State; and

15 Whereas, broadband service has emerged as a necessity for all rural communities in

16 the State; and
I7 Whereas, the General Assembly finds that electric membership corporations andtheir

18 subsidiaries, where they so choose, are uniquely positioned to pursue federal broadband funds
p and to leverage their right-of-way corridors and existing broadband fiber networks to provide,

20 individually or in partnership, broadband services which will enable more rural communities to

2I connect to broadband services; and

22 Whereas, broadband infrastructure deployed by electric membership corporations and

23 their subsidiaries can coexist with electric infrastructure in right-of-ways owned or held by

24 electric membership corporations; and

25 Whereas, it has been recognized that in order for electric membership corporations to

26 effectively pursue federal funds and leverage their unique position, the General Assembly must

27 amend certain statutes regulating the operations and rights of electric membership corporations;

28 Now, therefore,
29 The General Assembly of North Carolina enacts:

30 SECTION 1. G.S. 117-18.1 reads as rewritten:

31 "$ 117-18.1. Subsidiary business activities.
32 (a) Elechic membership corporations may form, organize, acquire, hold, dispose of, and

33 op.*t" any interest up to and including full controlling interest in separate business entities that

34 piovide energy serviies and products, telecommunications services and products, water, and

35 wastewater collection and treatment, so long as those other business entities meet all of the

36 followingconditions:

r il]il ilil lil lil lilll llll lffi lllll lil lillil lil ll llilil lil lil lilionu3o173-LM-3o*
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G) The provisions of subdivisions (1) and (3) of subsection (a) of this section do not

community centers" and other similar places. and the term "high-speed broadband services"
means Internet transmission speeds of a minimum of 25 megabits per second (Mbps) downstream
and 3 Mbps upstream."

SECTION 2. Article 3 of Chapter 117 of the General Statutes is amended by adding
a new section to read as follows:
"{ 117-28.1. Electric membership corporations; easements.

(4)
for the
the purpose of suppl)rins telecommunications and broadband service.

(b) Notwithstanding G.S. lA-1. Rule 23. a class action ma)' not be maintained against an
electric membership corporation or its subsidiary in a suit in trespass or inverse condemnation
based on a claim of expanded use of an easement. If. in a suit in trespass or inverse condemnation
based on a claim of expanded use of an easement. an individual propertv owner prevails over a

orl

the fair

that was the ect of the claim."
SECTION 3. This act is effective when it becomes law and applies to all claims filed

on or after that date.

ItIt
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

H
HOUSE BILL 387

PROPOSED COMMITTEE SUBSTITUTE H387-CSRI-8 [v.1]
412312019 6:19:34 PM

Short Title: Electric Co-Op Rural Broadband Services.

D

(Public)

Sponsors:

Referred to:

March 20,2019

1 A BILL TO BE ENTITLED
2 AN ACT REMOVING RESTRICTIONS PROHIBITING ELECTRIC MEMBERSHIP

3 CORPORATIONS AND THEIR SUBSIDIARIES FROM SEEKING FEDERAL GRANT

4 FI'NDS TO PROVIDE TELECOMMI-JNICATIONS AND BROADBAND SERVICES,

5 AUTHORIZING SUCH CORPORATIONS AND THEIR WHOLLY OWNED

6 SUBSIDIARIES TO USE EASEMENTS HELD BY THE CORPORATIONS TO SUPPLY

] TELECOMMLTNICATIONS AND BROADBAND SERVICES, AND PROVIDING FOR

8 THE MANNER IN WHICH CLAIMS RELATED TO THE EXPANDED USE OF

9 EASEMENTS BY SUCH CORPORATIONS SHALL BE RESOLVED.

10 Whereas, electric membership corporations were created for the purpose of extending

11 electric service to rural communities in the State, and they have effectively achieved this

t2 necessary goal for many years; and
13 Whereas, telephone service is also a necessity for all North Carolinians and has been

14 successfully extended throughout the State; and

15 Whereas, broadband service has emerged as a necessity for all rural communities in

16 the State; and
17 Whereas, the General Assembly finds that elechic membership corporations and their

18 wholly owned subsidiaries created by electric membership corporations as required by applicable

lg State law, where they so choose, are uniquely positioned to pursue federal broadband funds and

20 to leverage their right-of-way corridors and existing broadband fiber networks to provide,

2I individually or in parbrership, broadband services which will enable more rural communities to

22 connect to broadband services; and
23 Whereas, existing or future communications infrastructure deployed by electric

24 membership corporations for electrification purposes can simultaneously be used by electric

25 membership corporations or their wholly owned subsidiaries for the ancillary purpose of
26 facilitating broadband extension into rural areas of North Carolina without need for additional

27 construction; and
28 Whereas, it has been recognized that in order for electric membership corporations to

29 effectively pursue federal funds and leverage their unique position, the General Assembly must

30 amend certain statutes regulating the operations and rights of electric membership corporations;

31 Now, therefore,
32 The General Assembly of North Carolina enacts:

33 SECTION 1. G.S. 117-18.1 reads as rewritten:
34 "S 1.L7-18.L. Subsidiary business activities.
35 (a) Electric membership corporations may form, organize, acquire, hold, dispose of, and

36 operate any interest up to and including full controlling interest in separate business entities that

r tiltil til til lil lill llilil llffi llil lil lll llill lil lil*H387-CSRr-8*
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provide energy services and products, telecommunications services and products, water, and
wastewater collection and treatment, so long as those other business entities meet all of the
following conditions:

(0 The provisions of subdivisions (1) and (3) of subsection (a) of this section do not
aPPly to the separate business activities of an electric membership corporation that forms"
orBanizes" acquires" holds. disposes of. or operates any interest up to and including full

one or of
Fnr nrrm^ooo of this crrhapofinn fhp fnlln.tri-- r{ nnq choll qnnl.r.

0)

Q)

"Anchor - The term shall schools. community
colleges. communitv centers. and other similar olaces.
"Hish-sneed broadband services.'r - Internet transmission speeds of a
minimum of 25 megabits per second (Mbps) downstream and 3 Mbps
upstream.

(3) "f]nserved area. " - A location where inhabitants or do not have
access to hiqh-speed broadband services."

SECTION 2. Article 3 of Chapter 117 of the General Statutes is amended by adding
a new section to read as follows:
",8 L17-28.1. Electric membership corporations; easements.

@) Anv easement owned" held. or otherwise used by an electric membership corporation

service- where such use does not reouire tional construction and is to the
electrification purposes for which broadband fiber is or was installed.

CI Notwithstanding G.S. 1A-1. Rule 23. a class action ma)' not be maintained aeainst an
electric membership corporation or its wholly owned subsidiar), in a suit in trespass or inverse
condemnation based on a claim of expanded use of an easement. If" in a suit in trespass or inverse
condemnation based on a claim of expanded use of an easement. an individual propert), owner
Drevails over a corporation or its wholly owned subsidiary. the trespass shall be deemed
permanent and the actual damages awarded shall be the fair market value which" notwithstanding

before

s actual
damages shall be fixed at the time of the initial trespass and shall not be deemed to continue.
accumulate. or accrue. Upon pavment of damages" the corporation or its wholly owned subsidiary
shall be granted a permanent easement for the trespass that was the subject of the claim."

SECTION 3. This act is effective when it becomes law and applies to all claims filed
on or after that date.

Page2 House Bill387 H387-CSRI-8 [v.1]



HOUSE BILL 387:
Electric Co-Op Rural Broadband Services.

20 1 9-2020 Generul Assembly

Committee: House Energy and Public Utilities. If Date: April25,20t9
favorable, re-refer to Judiciary. If favorable,

re-refer to Rules, Calendar, and Operations of
the House

Introduced by: Reps. Arp, Szoka, Lewis, Hunter Prepared by: Jennifer McGinnis

Analysis of: PCS to First Edition Committee Counsel

H387-CSRI-8

OVERVIEW: The Proposed Committee Substitute (PCS) for H387 would do all of thefollowing:

o Eliminate certuin restrictions on the formation and operation of separate business entities

(subsidiaries) by Electric Membership Corporations (EMCs) that provide or support high speed

broadband services.

o Provide that the terms of any easement held or otherwise used by an EMC for the provision of
electriJication may be expand.ed to allow ase by the EMC or u subsidiary of the EMC for the

p urp o s e of s upp ly ing hig h- sp e e d b r o adb and s ervi c e.

o Prohibit class uction suits against an EMC or a wholly-owned subsidiary of the EMC in a suit

in trespass or inverse condemnation bused on s claim of expanded. use of an easement,

o Estublish u messure of damages to be paid to s landowner, if, in a suit in trespass or inverse

condemnation based on u cluim of expanded. use of an easement, the lundowner prevails ovet

an EMC or a wholly-owned subsidiary of the EMC, Among other limitations, the damages could

not exceed the dffirence between the fair market value of the property ownerts entite property

immediately before the taking und the fair market value of the property owner's proper|
immediately after the taking. (Ipon payment of damages, the EMC or a wholly-owned subsidiary

of the EMC would be granted a permanent easementfor the trespsss that was the subiect of the

claim-

[As introduced, this bill was identical to H387, as introduced by Reps. Arp, Szokao Lewis, Hunter,

which is currently in House Energy and Public Utilities.l

SECTION 1

CURRENT LAW:

Under current law, EMCs are non-pro fit organizations and are tax exempt. The EMCs are atrthorized, but

not required, to form, organize,acquire, hold, dispose of, and operate any interest, up to and including full

controiling interest, in separate business entities that provide energy services and products,

telecommunications services and products, water, and wastewater collection and treatment. These are

referred to as a subsidiary of the EMC, even though under the statutes these subsidiaries must be separate

" -' Karen Cochrane-Brown
Director -ii-3-8-7-:--S M R r - 1 2 c s R r - I - v - 1

Legislative Analysis
Division

9 r 9-733-2578



House PCS 387
Page 2

for-profit corporations, subject to all taxes (including income taxes), and must comply with the following
additional conditions:

o The subsidiary is not financed with loans or grants from the Rural Utilities Service of the United
States Department of Agriculture (USDA).

o The subsidiary fully compensates the EMC for the use of personnel, services, equipment, or
tangible and intangible property.

o The subsidiary does not receive from an EMC any investment, loan, guarantee, or pledge of assets
in an amount that, in the aggregate, exceeds 10% of the assets of that EMC.

BILL ANALYSIS:

Section 1 of the PCS would authorize subsidiary business entities of EMC's that provide or support "high
speed broadband services to one or more households, businesses, or community anchor points in an
unserved area" to do both of the following:

o Finance with loans or grants from the Rural Utilities Service of the United States Department of
Agriculture (USDA).

o Compensate the EMC at less than full compensation for the use of personnel, services, equipment,
or tangible and intangible property.

For purposes of the subsection:

o The term "anchor points" includes schools, libraries, community colleges, community centers,
and other similar places.

o The term "high speed broadband services" means Internet transmission speeds of a minimum of
25 megabits per second (Mbps) downstream and 3 Mbps upstream.

o The term "unserved area" means a location where inhabitants or businesses do not have access to
high-speed broadband services.

BACKGROUND:

The Rural Utilities Service at the USDA houses three ongoing assistance programs exclusively created
and dedicated to financing broadband deployment: the Rural Broadband Access Loan and Loan Guarantee
Program, the Community connect Grant Program, and the ReConnect program.

SE oN2
CURRENT LAW

Article 2 of Chapter 1I7 of the General Statutes authorizes formation of EMCs "for the purpose of
promoting and encouraging the fullest possible use of electric energy in the rural section of the Stut" by
making electric energy available to inhabitants of the State at the lowest cost consistent with sound
economy and prudent management of the business of such corporations." The statutes currently authorize
EMCs to "exercise the right of eminent domain for the purposes of constructing, operating and maintaining
electric generating, transmission, distribution and related facilities, individually and solely in their own
names, pursuant to the provisions of chapter 40A of the General Statutes...."
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BILL ANALYSIS:

Section 2 of the PCS would:

o Provide that any easement held or otherwise used by an EMC for the purpose of elechification

may also be used by the EMC or a wholly-owned subsidiary of the EMC for the purpose of
supplying high-speed broadband service where that use does not require additional construction

and is ancillary to the electrification putposes.

Prohibit class action suits against an EMC or a wholly-owned subsidiary of the EMC in a suit in

trespass or inverse condemnation based on a claim of expanded use of an easement.

Provide that if, in a suit in trespass or inverse condemnation based on a claim of expanded use of
an easement, an individual property owner prevails over an EMC or a wholly-owned subsidiary of
the EMC, the trespass would be deemed permanent and the actual damages awarded would be the

fair market value, which would always be greater than zero but must not exceed the difference

between the fair market value ofthe property owner's entire property immediately before the taking

and the fair market value of the property owner's property immediately after the taking. In addition,

calculation of the damages would be subject to the following conditions:

o Evidence of revenues or profits derived or the rental value of an assembled

communications corridor would not be admissible in determining fair market value.

o A property owner's actual damages would be fixed at the time of the initial trespass and

could not be deemed to continue, accumulate, or accrue.

Upon payment of damages, the EMC or a wholly-owned subsidiary of the EMC would be granted

a permanent easement for the trespass that was the subject of the claim.

O

o

BACKGROUND:

Easements are typically created by conveyance in a deed or other written document and are generally

considered contracts in North Carolina. In limited circumstances, a court will imply an easement as a

matter of law. Easements may be acquired through the power of eminent domain under the statutes. The

terms of the easement are considered the terms of the contract once entered into.

The transferability of an easement from one individual or entity to another is dependent on the nature of
the easement - whether the easement is considered "appurtenant" or "in gross." "Easements appendant

and appurtenant are always owned in connection with other real estate and as incidents to such ownership,

while easements in gross are purely personal and usually end with the death of the grantee. However, an

easement in gross disignated as a profit ir prendre, by which the right to take something from the land

does not end with the death of the grantee necessarily, but may pass to his heirs or assigns." Davis v.

Robinson,l89 N.C. 589,127 S.E. 697 (1925). "If an easement is in gross there is no dominant tenement;

an easement is in gross and personal to the grantee because it is not appurtenant to other premises. ibid.,

pp. 626-7 . An easement in gross affaches to the person and not to land." Shingleton v. State,260 N.C. 451

(1963), citing 17A Am. Jur., Easements, ss. 9,11,pp.624,625,627 .

With regard to changes in the parties to an easement, courts in North Carolina have held:

Grimes v. Virginia Elec. & Power Co.,245 N.C. 583, 96 S,E.2d 7 t3 (I957).In Grimes, the plaintiff
granted an express easement by contract to the defendant for power lines. Id. at 583,96 S.E'2d at

1tl-t+. The defendant later granted a license to the City of Washington to add additional lines on

the same poles. Id. at 584, 96 S.E.2d at7l4. The plaintiff sued for compensation for the additional
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servitude on his land, while the defendant contended that "the plaintiffs grant was to the Virginia
Electric & Power Company [("VEPC")] and to its -25- successors and assigns, and permiffed it to
make the assignment to the City of Washington." Id. (emphasis in original). The Supreme Court
rejected the defendant's argument stating:

The answer to the defendant's contention is that the Virginia Electric & Power Company
has not assigned anything. It still retains its right to maintain its full complement of wires
and other facilities and to transmit electricity within the full limits of its grant. The contract
between the defendants permits the power company to retain all its facilities and, in
addition, permits the City of Washington to transmit its own current by means of its own
wires attached to the power company's poles. The plaintiff was not aparty to the contract
between the defendants. The additional lines of the city, with the right to enter upon the
lands for maintenance purposes, place an additional burden on plaintiffs land without his
consent. Two power companies enjoy an easement over his land. He granted only one.

City of Charlotte v. BMJ of Charlotte,l96 N.C. App. 1 (2009), citing Grimes v. Virginia Elec. &
Power Co.,245 N.C. 583, 96 S.E.2d 713 (1957)

With regard to changes in the scope or purpose of an easement, the North Carolina courts have stated the
following with respect to evaluating whether an undue burden exists:

"The following rules apply when overburdening or misuse of an easement is at issue:

First, the scope of an express easement is controlled by the terms of the conveyance if the
conveyance is precise as to this issue. Second, ifthe conveyance speaks to the scope ofthe
easement in less than precise terms (i.e., it is ambiguous), the scope may be determined by
reference to the attendant circumstances, the situation of the parties, and by the acts of the
parties in the use of the easement immediately following the grant. Third, ifthe conveyance
is silent as to the scope of the easement, extrinsic evidence is inadmissible as to the scope
or extent of the easement. However, in this latter situation, a reasonable use is implied."
City of Charlotte v. BMJ of Charlotte,196 N.C. App. 1 (2009)

As easements are generally considered contracts, legislation that alters the existing terms of that real
property contract, including legislation that changes the purpose for which the easement may be exercised
or the parties that may use the easement, may give rise to constitutional considerations, including:

o Article I, Section 10, Clause 1 of the United States Constitution, which provides that "No State shall .

. . pass any. . .Law impairing the Obligation of Contracts . . . ."

o The 5th Amendment to the United States Constitution, which states that private property shall not "be
taken for public use without just compensation."

Section 1 of the 14th amendment to the United States Constitution, which provides that no state may
"deprive any person of life, liberty, or property, without due process of law. "

Article I, Section 19 of the State's Constitution, which provides "No person shall be...in any manner
deprived of his ... property, but by the law of the land."

EFFECTIVE DATE: The PCS would be effective when it becomes law and apply to all claims filed on
or after that date.
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Short Title: Water/Sewer to Contiguous Dwelling Units.

GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2019

H.8.432
Mar 21,2019

HOUSB PRINCIPAL CLERK

D

(Public)

Sponsors Representatives Shepard, Grange, Hurley, and Hardister (Primary Sponsors)
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Referred to:

A BILL TO BE ENTITLED
AN ACT PROVIDING THAT IF THE UTILITIES COMMISSION APPROVES A FLAT

RATE FOR WATER OR SEWER SERVICES FOR CONTIGUOUS DWELLING UNITS,

THE LESSOR OF THE I-INITS MAY PASS THROUGH AND CHARGE THE TENANTS

THAT SAME FLAT RATE.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 62-110 reads as rewritten:

"$ 62-110. Certificate of convenience and necessity.

(g) In addition to the authority to issue a certificate of public convenience and necessity

and establish rates otherwise granted in this Chapter, for the purpose of encouraging water

conservation, the Commission may, consistent with the public interest, adopt procedures that

allow a lessor to charge for the costs of providing water or sewer service to persons who occupy

the leased premises. The following provisions shall apply:

GD Notwithstanding the provisions of subdivisions (1) and (1a) of this section. if
the Commission approves a flat rate for water or sewer services for contiguous

dwelling units rather than a rate based on metered consumption. the lessor

may pass through and charge the tenants of the contiguous dwelling units the

authorized in subdivision (2) of this subsection. Bills for water and sewer

service sent bv the lessor to the lessee shall contain all the information
required bv sub-sub-subdivisions e.2. through e.5. of subdivision (1a) of this

section.

SECTION 2. This act is effective when it becomes law

feeandfor
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HOUSE BILL 432

PROPOSED COMMITTEE SUBSTITUTE H432-CSRI-4 [v'3]
0411512019 05:36:10 PM

Short Title: Water/Sewer to Contiguous Dwelling Units.

D

(Public)

Sponsors

Referred to:

March 25,20t9

1 A BILL TO BE ENTITLED
2 AN ACT PROVIDING THAT IF THE UTILITIES COMMISSION APPROVES A FLAT

3 RATE TO BE CHARGED BY A WATER OR SEWER UTILITY FOR WATER OR

4 SEWER SERVICES TO CONTIGUOUS DWELLING UNITS, THE LESSOR OF THE

5 TINITS MAY PASS THROUGH AND CHARGE THE TENANTS THAT SAME FLAT

6 RATE.
7 The General Assembly of North Carolina enacts:

8 SECTION 1. G.S. 62-110 reads as rewritten:

9 "$ 62-110. Certificate of convenience and necessity.
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(g) In addition to the authority to issue a certificate of public convenience and necessity

and establish rates otherwise granted in this Chapter, for the purpose of encouraging water

conservation, the Commission may, consistent with the public interest, adopt procedures that

allow a lessor to charge for the costs of providing water or sewer service to persons who occupy

the leased premises. The following provisions shall apply:

0_b) Notwithstanding the provisions of subdivisions (1) and (1a) ofthis subsection.

if the Commission approves a flat rate to be charsed by a water or sewer utilitl/
for the provision of water or sewer services to contiguous dwelling units. the

lessor mav pass through and charge the tenants of the contiguous dwelling

units the same flat rate for water or sewer services. rather than a rate based on

metered consumption. and an administrative fee as authorized in subdivision

(2) of this subsection. Bills for water and sewer service sent bv the lessor to

the lessee shall contain all the information required by sub-sub-subdivisions

e.2. through e.5. of subdivision (1a) of this subsection.
il

SECTION 2. This act is effective when it becomes law
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HOUSE BILL 4322

Water/Sewer to Contiguous Dwelling Units.

20 1 9-202 0 General Assemhly

Committee: House Energy and Public Utilities. If Date: April 15,2019

favorable, re-refer to Rules, Calendar, and

Operations of the House

Introduced by: Reps. Shepard, Grange, Hurley, Hardister Prepared by: Jennifer McGinnis

Analysis of: pCS to First Edition Committee Counsel

H432-CSRI-4

OVERWEW: House Bilt 432 wouldprovid.e that if the Utilities Commission (Commission) spproves a

flat rate to be charged hy a wster or sewer utility for the provision of water ot sewer services to
"contiguous 

dwelting units of leased premises, the lessor may pass through and charge the tenants of
the cintiguous dwelling units the sameflat ratefor water or sewer services, rather than a rate based on

metered consumption,

CURRENT LAW:

The Commission is authorized by statute to adopt procedures that, for the purpose of encouraging water

conservation, allow a lessor of leased premises to charge for the costs of providing water or sewer service

to persons who occupy the leased premises subject to certain requirements, including the following;

o All charges for water or sewer service must be based on the user's metered consumption of water,

and the rate charged by the lessor must not exceed the unit consumption rate charged by the

supplier of the service.
o If the leased premises are contiguous dwelling units built prior to 1989, and the lessor determines

that the -"u*r.-"nt of the lessee's total water usage is impractical or not economical, the lessor

may allocate the cost for water and sewer service to the lessee using equipment that measures the

lessee's hot water usage.

Lessors are authorized to charge a reasonable administrative fee for providing water or sewer service not

to exceed a maximum administrative fee established by the Commission.

BILL ANALYSIS: House BiIl432 would provide that (notwithstanding the requirement under current

law that charges for water or service to persons who occupy a leased premise be based on the user's

metered consumption of water) if the Commission approves a flatrate to be charged by awatet or sewer

utility for the provision of water or sewer services to contiguous dwelling units of leased premises, the

lessoi 111uy pus through and charge the tenants of the contiguous dwelling units the same flat rate for

water or sewer services, rather than arate based on metered consumption'

EFFECTIVE DATE: This bill would be effective when it becomes law.

'-- '/ Karen Cochrane-Brown
Director tilil llluililil ilru ilil ill[ |ilil ililxn il ilruilu 

ru 
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Legislative Analysis
Division
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HOUSE BILL DRII3O237-BR-1

Short Title: Study Outside Water Rates.

H.:8.522
Mar 28,20I9

HO{JSE PRINCIPAL CLERK

D

(Public)

Sponsors: RepresentativeSzoka.
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Referred to:

A BILL TO BE ENTITLED
AN ACT TO DIRECT THE LEGISLATIVE RESEARCH COMMISSION TO STUDY RATES

CHARGED BY MTINICIPALITIES FOR WATER AND WASTEWATER SERVICE TO

CUSTOMERS SERVED INSIDE AND OUTSIDE OF THE MI-INICIPALITIES'

BOUNDARIES.
The General Assembly of North Carolina enacts:

SECTION 1.(a) The Legislative Research Commission shall study fee and charge

setting by municipalities in the operation of a water or sewer system. The Commission shall focus

on the disparity in fees between customers of the municipal system inside the boundaries of the

municipality and customers of the municipal system outside of those boundaries.

SECTION 1.(b) The Legislative Research Commission shall complete the study

required by subsection (a) of this section and report its findings and recommendations, including

any legislative proposals, to the General Assembly by May I,2020.
SECTION 2. This act is effective when it becomes law.
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HOUSE BILL 522:
Study Outside Water Rates.

2 0 19-2 02 0 General AssemblY

Committee: House Energy and Public Utilities. If Date: April25,20t9
favorable, re-refer to Rules, Calendar, and

Operations of the House

Introduced by: Rep. Szoka
Analysis of: First Edition

Prepared by: Kyle Evans
Committee Counsel

OWRWEW: Hoase BiU 522 would direct the Legislative Reseurch Commission to study fee and

charge setting by municipalities in the operation of a watet or sehter system.

BILL ANALYSIS: House Bill522 would direct the Legislative Research Commission to study fee and

charge seffing by municipalities in the operation of a water or sewer system. The study would focus on

the dlisparityin f""r between customers of the municipal system inside the boundaries of the municipality

and customers of the municipal system outside of those boundaries. The Commission would be directed

to report its findings, including legislative proposals, to the General Assembly by May I,2020.

EFFECTIVE DATE: This act would be effective when it becomes law.

BACKGROUND: Municipal water and sewer utilities often serve customers who live outside of city

limits, and other utilities specify geographical boundaries within their service areas and identify their

customers as residing "inside" and "outside" those boundaries. In many cases, utilities charge different

rates for customers living inside or outside those boundaries.

'-'/ Kor", Cochrane-Brown
Director ril til til ilil til llilill lllil li llli ll llii llll li lllf li li llli llll li llli ll-i-s"-2--2-: Srapn-zs E1 -v-4

Legislative Analysis
Division

9 19-733-2578
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NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATTVES

ENERGY AND PUBLIC UTILITIES COMMITTEE REPORT
Representative Dean ArP, Co-Chair

Representative John Szoka, Co-Chair

FAVORABLE AND RE-REFERRED

HB 522 Study Outside Water Rates
Draft Number:

Recommended Referral
Long Title Amended:
Floor Manager:

None

None
No
Szoka

TOTAL REPORTED: I
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.l NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF' REPRESENTATIVES

ENERGY AND PUBLIC UTILITIES COMMITTEE REPORT
Representative Dean ArP, Co-Chair

Representative John Szoka, Co-Chair

FAVORABLE COM SUB, UNFAVORABLE ORIGINAL BILL AND RE-REFERRED

HB 387 Electric Co-Op Rural Broadband Services.
Draft Number: H387-PCS10579-RI-8

HB 432 Water/Sewer to Contiguous Dwelling Units'

Recommended Referral:
Long Title Amended:
Floor Manager:

Draft Number

Recommended Referral
Long Title Amended:
Floor Manager:

None
Yes
Arp

H432-PC530420-RI-4

None
Yes
Shepard

()
TOTAL REPORTED:2
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House Committee on Energy and Public Utilities
Thursday, llay 212019 at 9:00 AM

Room 122811327 of the Legislative Building

MINUTES

The House Committee on Energy and Public Utilities met at 9:00 AM on May 2,2019 in Room

122811327 of the Legislative Building. Representatives Arp, Autry, Conrad, D. Hall, Harrison,

Hastings, Hawkins, Strickland, and Szoka attended.

Representative John Szoka, Chair, presided.

The following bills were considered:

HB 828 Energy Savings Incentives/State Agencies. (Representatives Harrison, McGradyn

Warreno Hardister) (PCS): Tabled

HB 872 Underground Utility Safety Act/Changes. (Representatives Arp, Riddello Holley)
Favorable Com Sub, Unfavorable Original Bill. Serial Referral: Rules.

Recommended Referral: FINANCE

With no further business before the committee, the meeting was adjourned at 9:31 pm.

John S Chair Beverly S ttee Clerk
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HOUSE BILL 872
PROPOSED COMMITTEE SUBSTITUTE H872-PCS3O441.RIf-7

Short Title: Underground Utility Safety Act/Changes. (Public)
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April22,2019

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS CHANGES TO THE IINDERGROUND UTILITY SAFETY

AND DAMAGE PREVENTION ACT, INCLUDING AUTHORIZING THE

UNDERGROUND DAMAGE PREVENTION REVIEW BOARD TO APPROVE

TRAINING COURSES AND TO IMPOSE A FEE ON OPERATORS TO FUND THE

ACTTVITIES OF THE BOARD.
The General Assembly of North Carolina enacts:

SECTION 1. Article 8A of Chapter 87 of the General Statutes reads as rewritten:

"Article 8A.

"Underground Utility Safety and Damage Prevention Act.

"$ 87-117. Definitions.
The following definitions apply in this Article:

(18a) Parcel. - An extended area of land with fixed boundaries.

" 87 -121. Facility operator responsibilities.
(a) An operator shall provide to the excavator the following:

(1) The horizontal location and description of all of the operator's facilities in the

area where the proposed excavatiol or demolition is to occur. The location
' shall be marked by stakes, soluble paint, flags, or any combination thereof, as

appropriate, depending upon the conditions in the area of the proposed

excavation or demolition. The operator shall, when marking as provided under

this subdivision, use the APWA Uniform Color Code. If the diameter or width
of the facility is greater than four inches, the dimension of the facility shall be

indicated at least every ?5-lL feet in the area ofthe proposed excavation or
demolition. An operator who operates multiple facilities in the area of the

proposed excavation or demolition shall locate each facility.

0_a) The operator's identity. marked as provided in subdivision (1) of this

subsection. in the area where the proposed excavation or demolition is to
occur. At a minimum" the operator's identitv shall be marked at the beginning
point. at intervals of 200 linear feet. and at the end point of the proposed

excavation or demolition.

"$ 87-122. Excavator responsibilities.

I ll]il til til ilil tilt iii| li llli li lill li llli llll li lilf li llli li llli li llll
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(b) The notice required by subsection (a) of this section shall, at a minimum, contain all
of the following:

(s) The location of the proposed excavation or @

following:
a. A single parcel that may exceed 1/4 mile in linear length identified by

a single address.
b. The lesser of five adjoining parcels identified by addresses. not to

exceed 1/4 mile in linear length or an area not to exceed 1/4 mile in
linear length.

(c) An excavator shall complywith the following:

(6) If an operator fails to respond to the positive response system, the excavator
may proceed if there are no visible indications of a facility at the proposed
excavation or demolition area, such as a pole, marker, pedestal, meter, or
valve. However, if the excavator is aware of or observes indications of an
unmarked facility at the proposed excavation or demolition area, the excavator
shall not begin excavation or demolition until an additional eallUEligs is made
to the Notification Center detailing the facility and an affangement is made
for the facility to be marked by the operator within three hours from the time
the additional eail-ngligq is received by the Notification Center.

(10) The excavator shall not use mechanized equipment within 24 inches of a
facility that is
volatile lionid svstem- a sas fransmi line. or an electric
transmission line unless the facility operator has consented to the use in
writing and the operator's representative is on site during the use of the
mechanized equipment. For purposes of this subdivision, the term "oil.
petroleum products. or highly volatile liquid pipeline system" has the same
meaning as the term "pipeline system" in Title 49 c.F.R. $ 195.2. the term

as the same
meaning as the term "transmission line" in Title 49 C.F.R. $ 192.3, and the
term "electric transmission line" has the same meaning as the term
"transmission line" in G.S. 62-100(7).

"$ 87-124. Exemptions.
The notice requirements in G.S. 87-122(a) and G.S. 87-122(b) do not apply to the following:

(6) An excavation or demolition performed when those responsible for routine
maintenance of a right-of-way or anv other entitv are

aintenance
activities within the right-of-way. Maintenance activities shall include
resurfaein€t#il+in#emergency replacement of signs critical for maintaining
safety-, sa.rery-or the-reshaping of shoulders and ditches to the original road
profile. Maintenance activities do not include the initial installation of traffic
signs, traffic control equipment, inagg
structures. The provisions of this subdivision do not appllr when the
excavation or demolition is performed by a contractor acting on behalf of a

Page2 House Bill 872 H872-PCS3044t-Rrf-7



General Assembly Of North Carolina Session 2019

1

2
J

4
5

6

7
8

9
l0
11

l2
13

l4
15

r6
T7

18

t9
20
2I
22
23
24
25
26
27
28
29
30
31
32
JJ

34
35
36
37
38
39
40
4I
42
43
44
45
46

48
49
50
51

person or entity responsible for routine maintenance of a right-of-wav or on

behalf of any other governmental entitv.

€) Pavement milling and pavement resurfacing.

"S 87-125. Notice in case of emergency excavation or demolition.
(a) An excavator performing an emergency excavation or demolition is not required to

give notice to the Notification Center as provided in G.S. 87-122. However, the excavator shall,

ur .oon as practicable, give oral-WfiUen notice to the Notification Center which shall include a

description of the circumstances justifying the emergency. The excavatormayrequest emergency

assistance from each affected operator in locating and providing immediate protection to the

facilities in the affected area.

(c) Any person who falsely claims that an emergency exists requiring an excavation or

demolition shall have violated the provisions of this Article and shall be guilty of a Class 3

misdemeanor.

G) Anlt person who falsely claims an emergency exists requiring an excavation or
.lo-^lifi^n r G.S a1 111 oholl harrp -';^l ^+-'{ }ho ^*^.'.ioi^-o lL.:- A *f:^1^

47

"S 87-129. Underground Damage Prevention Review Board; enforcement; civil penalties.

(a) There is hereby established the Underground Damage Prevention Review Board to

review reports of alleged violations of this Article. The rnembers of the Board shall be appointed

by the Governor. The Board shall consist of 15 members as follows:

(I2) A representative from a rural water sys+em',system. who shall be

recommended by the North Carolina Rural Water Association:

(bl) The Board shall review all reports of alleged violations of this Article and

accompanying information. If the Board determines that aperson has violated any provision of
this Articte, the Board shall determine the appropriate action or penalty to impose for each such

violation. Actions and penalties may include training, education, and a civil penalty not to exceed

two thousand five hundred dollars ($2,500). The Board shall approve training courses and the

sponsors of those training courses under this subsection. An'u fees for traininq courses approved

bv the Board shall be paid by the person determined to have violated this Article. The Board shall

notit/ each person who is determined to have violated this Article in writing of the Board's

determination and the Board's recommended action or penalty. A person determined to be in
violation of this Article may request a hearing before the Board, after which the Board may
reverse or uphold its original finding. If the Board recommends a penalty, the Board shall notifi
the Utilities Commission of the recommended penalty, and the Utilities Commission shall issuE

an order imposing the penalty.

"@
(4) Fee Imposed. - In addition to any costs that may be aoportioned to operators to

maintain the Notification Centerpursuant to G.S. 87-120(b)" the Board is authorized to impose a

fee on operators in order to orovide sufficient moneys to fund the activities and operations of the

Board in reviewing reports of alleged violations of this Article. Such fee shall be based on the
jurisdictional revenues ofan operator and shall be set at a rate that the total proceeds ofall fees

collected shall not exceed two hundred thousand dollars ($200.000) annuallv to fund the activities
and operations of the Board.

1b) Use of Proceeds. - A special fund in the office of State Treasurer. the Undereround
Damaqe Prevention Review Board Fund" is created. The fees collected pursuant to this section

shall be deposited in the Underground Damage Prevention Review Board Fund. The Fund shall

H872-PCS30441-RIf-7 House Bill872 Page 3
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alleged violations of this Article."
SECTION 2. This act becomes effective October l, 2}lg,and applies to excavations

and demolitions occurring on or after that date.

Page 4 House Bill872 H872-PCS3044l-Rrf-7
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HOUSE BILL 828

Short Title: Energy Savings Incentives/State Agencies. (Public)

Sponsors: Representatives Harrison, McGrady,'Warren, and Hardister (Primary Sponsors)

For a complete list of sponsors, refer to the North Carolina General Assembly web site'

Referred to: Energy and Public Utilities, if favorable, Rules, Calendar, and Operations of the

House

^",,J1::::H,',,AN ACT TO PROVIDE THAT ANY ENERGY SAVINGS REALIZED BY STATE

AGENCIES MAY REMAIN AVAILABLE TO THE AGENCY FOR OTHER FACILITY
UPGRADES RELATED TO REDUCING ENERGY AND WATER CONSUMPTION.

The General Assembly of North Carolina enacts:

SECTION 1. Part 2 of Article 38 of Chapter 143 of the General Statutes is amended

by adding a new section to read:

"S 143-64.17N. Energv conservation savings nonreversion.

end of each fiscal year for utilities of a State governmental unit (other than the Board of
Governors of The University of North Carolina and its constituent institutions). to the extent that

credit balance represents energv savings realized from implementing an energy conservation

measure. shall be carried forward by the unit to the next fiscal year and is appropriated for energY

conservation measures by that unit. The use of funds aporopriated under this section shall be

limited to one-time capital and operating expenditures that will not impose additional financial

oblisations on the State. The Director of Rudset^ under the au set forth in
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subsection (a) of this sectionbythe amount of energy savings realized from implementing energY

conservation measures. including savings achieved through a guaranteed energy savings

contract.
(E) State governmental units shall submit annual repofis on the use of funds authorized

pursuant to this section as required under G.S. 143-64.12."
SECTION 2. G.S. 143-64.12(a) reads as rewritten:

"(a) The Department of Environmental Quality through the State Energy Office shall

develop a comprehensive program to manage enefgy, water, and other utility use for State

agencies and State institutions of higher learning and shall update this program annually. Each

State agency and State institution of higher learning shall develop and implement a management

plan that is consistent with the State's comprehensive program under this subsection to manage

energy, water, and other utility use, and that addresses any findings or recommendations resulting

from the energy audit required by subsection (b1) of this section. The energy consumption per

gross square foot for all State buildings in total shall be reduced by twenty percent (20%) by

I il]il tilil|il lill lll llll llll llill lil lll*H828-V-1*
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2010 and thirty percent (30%) by 2015 based on energy consumption for the 2002-2003 fiscal
year. Each State agency and State institution of higher learning shall update its management plan
biennially and include strategies for supporting the energy consumpti,on reduction r-quiremlnts
under this subsection. Each community college shall submit to the Slate Energy Office a biennial
written report of utility consumption and costs. Management plans submitted biennially by State
agencies and institutions of higher learning shall include all of the following:

(1) Estimates of all costs associated with implementing energy conservation
measures, including pre-installation and post-installation costs.

(2) The cost of analyzing the projected energy savings.
(3) Design costs, engineering costs, pre-installation costs, post-installation costs,

debt service, and any costs for converting to an alternative energy source.
(4) An analysis that identifies projected annual energy savings and estimated

payback periods."
SECTION 3. This act is effective for taxes imposed for taxable years beginning on

or after July 1, 2019.

Page2 House Bill 828-First Edition
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House Committee on Energy and Public Utilities
Wednesdayo May 22,2019 at Immediately After Session

Room 643 of the Legislative Office Building

MINUTES

The House Committee on Energy and Public Utilities met at Immediately After Session on May
22,2019 inRoom 643 ofthe Legislative Office Building. Representatives Arp, Autry, Bell, Black,
Brisson, Cunningham, Hanig, Harrison, Hastings, Holley, Humphrey, Montgomery, Richardson,

Riddell, Strickland, and Szoka attended.

Representative John Szoka, Chair, presided.

The following bills were considered:

SB 310 Electric Co-Op Rural Broadband Services. (Senators Brownn Newton, Woodard)
was presented by Chairman. Arp., Rep. Dixon made a motion to give a Favorable Report SB310

with a referral to the House Committee on Rules, Calendar, and Operation. Chairman Szoka seeing

no opposition to the motion he brought the Question before the committee and the bill passed with
a Favorable Report to be referred to House Rules.

The meeting adjourned at 3:07 pm.

J Chair Beverly S Clerk
br/
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Greetings NCSL SALT Task Force members,

From: Molly Ramsdell <molly.ramsdell@nc
Sent: Thursday, March 07, 2019 2:26 PM
Cc: Erlinda Doherty <erlinda.doherty@ncsl.org>; Jackson Brainerd <Jackson.Brainerd@n@; Arturo
P ercz <arturo.perez@ncsl. orP
Subject: NCSL SALT Task Force Update

Greetings NCSL SALT Task Force members,

I want to thank you for your patience, as we worked to identify a date for the next SALT Task Force meeting,

which will be May 10-11,2019 in Washineton. D.C., at the Washington Court Hotel, 525 New Jersey Avenue,

NW, Washington, D.C. Please see the fuIl2019 Task Force meeting schedule below; more details on the May
meeting to follow.

i'd also like to take this opportunity to introduce Erlinda Doherty who will staff the SALT Task Force along
with Jackson Brainerd, Arturo Pdrez and myself (more on your SALT Task Force team below). Erlinda is also

the D.C. director to NCSL's Budgets and Revenue Committee. Please join me in welcoming Erlinda.

As for the upcoming meetings, based on our discussion last November in Scottsdale, below are some of the
issues task force members mentioned as potential topics for discussion:

a

Tax incentives

Disasters/Catastrophic events and the impact on the tax base

Blockchain

1

a





Marijuana regulation

Continued Post Wayfair discussion

Gentrification - property tax relief

Federal Enterprise Zone Program

Transportation funding - tolls vs. gas tax, VMT

If you have other topics you would like to suggest for discussion, please email Erlinda and Jackson. We will try
our best to address your recommendations at one of the 2019 meetings.

Please don't hesitate to contact me if you have any questions and we hope to see you in May.

Sincerely

Molly

Molly Ramsdell
Director, Washington Office
National Conference of state Legislatures
Phone: 202-624-3584

2019 SALT Task Force Meeting Schedule

. May 10-11, 2019 - Washingtono D.C.

. Aug. 4-5,2019 -Nashville, Tenn. (in conjunction with the2019 NCSL Legislative Summit)

. Nov. 22-23,2019 * Charleston, SC (in conjunction with the SGAC 2019 Leaders' Policy Conference)

Erlinda Doherty will serve as the lead staff in the D.C. office for
the SALT Task Force and the Budgets and Revenue
Committee. With a varied public policy and public affairs
background spanning 20 years, Erlinda joins NCSL most recently
from the South Carolina Senate Finance Committee where she was
responsible for analyzing the state budget, stewarding pension
reform, and spearheading fiscal-related legislation. In the role of
budget analyst, she also performed communications duties for the
Chairman of the Senate Finance Committee and President Pro-
Tempore of the Senate. Erlinda received her master's in public
policy from Georgetown University and her undergraduate degree

a

a

a

a

Your SALT Task Force,Team
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from Rutgers University.
Contact Info.' erlinda.dohertv@.ncsl.org ; (202) 624'8698

Jackson Brainerd is a policy specialist with the Fiscal Affairs
Program. In this capacity, he oversees state tax, economic
development and labor policy, and has authored a variety of articles
and publications on these subjects. He also staffs NCSL's Labor and

Economic Development Standing Committee. Jackson is a graduate

of Colorado College with a bachelor's degree in political science.

Contact Info : j ackson.brainerd@ncsl.org; (3 03) 856'13 46

Arturo P6rez is director of the fiscal affairs program at the
National Conference of State Legislatures (NCSL). He specializes
in state tax and expenditure policy. An NCSL staff member since

l990,P6rezhas bachelor's degrees in history and political science

from Texas A&M University. He also received a master's degree

from the Lyndon B. Johnson School of Public Affairs at the
University of Texas at Austin.
C o nt act Info.' arturo.perez@ncsl. ore; (3 0 3 ) 8 5 6 -I 493

Molly Ramsdell is director ofNCSL's Washington, D.C., office
and oversees the Conference's state-federal affairs division. Molly
joined NCSL in 1996 and has served as staff liaison for a number of
NCSL' s Standing Committees including Transportation, Budgets
and Revenue, Environment and NCSL's Executive Committee Task
Force on Homeland Security and Emergency Preparedness. She has

led NCSL's advocacy activities before Congress and the
administration on a range of issues including unfunded mandate

reform. Molly holds a master's degree in public health from the
George Washington University (GWU) School of Medicine and
Health Sciences; she also earned her undergraduate degree from
GWU.
C ontact Info : mollv.ramsdell@ncsl. ore ; (202) 624 -3 5 I 4
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SENATE BILL 310:
Electric Co-Op Rural Broadband Services.

2 0 1 9-202 0 General Assembly

Committee: House Energy and Public Utilities. If Date: May22,2019
favorable, re-refer to Rules, Calendar, and

', Operations of the House
Introduced by: Sens. Brown, Newton, Woodard Prepared by: Jennifer McGinnis and

Analysis of: Second Edition Erika Churchill
Staff Attorneys

OWRWEII! Senute BiA 310 would do all of thefollowing:

o Eliminate certain restrictions on the formation and operation of separate business entities
(subsidiaries) hy Electric Membership Corporations (EMCs) that provide or support high speed

broadband semices.

o Provide thut the terms of any eusement held or otherwise used by an EMC for the provision of
electriJication msy be acpanded to allow use by the EMC or a subsidiury of the EMC for the

p urpos e of supplying high-speed bro adband service,

o Prohibit cluss action saits against an EMC or a wholly-owned subsidiary of the EMC in a sait
in fiespass or inverse condemnation based on a claim of upanded. use of an essement.

o Establish s measure of damages to be paid to a lundowner, if, in a suit in trespass or inverse

condemnation based on u cluim of expanded use of an easemenl, the landowner ptevails over

an EMC or awholly-owned subsidiury of the EMC, A-mong other limitations, the damages could
not exceed the difference hetween the fair market vulue of the property ownerts entire property

immediately before the taking snd the fair market value of the property owner's properA
immediately after the taking. Upon payment of damages, the EMC or a wholly-owned subsidiary
of the EMC would be granted a permanent easementfor the trespass that was the subiect of the

claim.

[As introduced, this bill was identical to H3870 as introduced by Reps. Arp, Szoka, Lewis, Hunter,
which is currently in the Committee on Ruleso Calendar, and Operations of the House.l

SECTION 1

CURRENT LAW:

Under current law, EMCs are non-profit organizations and are tax exempt. The EMCs are authorized, but

not required, to form, organize,acquire, hold, dispose of, and operate any interest, up to and including full
controlling interest, in separate business entities that provide energy services and products,

telecommunications services and products, watero and wastewater collection and treatment. These are

referred to as a subsidiary of the EMC, even though under the statutes these subsidiaries must be separate

Legislative Analysis
Division
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Senate Bill 310
Page 2

for-profit corporations, subject to all taxes (including income taxes), and must comply with the following
additional conditions:

o The subsidiary is not financed with loans or grants from the Rural Utilities Service of the United
States Department of Agriculture (USDA).

o The subsidiary fully compensates the EMC for the use of personnel, services, equipment, or
tangible and intangible property.

o The subsidiary does not receive from an EMC any investment, loan, guarantee, or pledge of assets
in an amount that, in the aggregate, exceeds 10% of the assets of that EMC.

BILL ANALYSIS:

Section 1 of the bill would authorize subsidiary business entities of EMC's that provide or support "high
speed broadband services to one or more households, businesses, or community anchor points in an
unserved area" to do both of the following:

o Finance with loans or grants from the Rural Utilities Service of the United States Department of
Agriculture (USDA).

o Compensate the EMC at less than full compensation for the use of personnel, services, equipment,
or tangible and intangible property.

For purposes ofthe subsection:

o The term "anchor points" includes schools, libraries, community colleges, community centers,
and other similar places.

o The term "high speed broadband services" means Internet transmission speeds of a minimun of
25 megabits per second (Mbps) downstream and 3 Mbps upstream.

o The term "unserved area" means a location where inhabitants or businesses do not have access to
high-speed broadband services.

BACKGROUND:

The Rural Utilities Service at the USDA houses three ongoing assistance programs exclusively created
and dedicated to financing broadband deployment: the Rural Broadband Access Loan and Loan Guarantee
Program, the community connect Grant Program, and the ReConnect Program.

SECTION 2

CURRENT LAW

Article 2 of Chapter 117 of the General Statutes authorizes formation of EMCs "for the purpose of
promoting and encouraging the fullest possible use of electric energy in the rural section of the State by
making electric energy available to inhabitants of the State at the lowest cost consistent with sound
economy and prudent management of the business of such corporations." The statutes currently authorize
EMCs to "exercise the right of eminent domain for the purposes of constructing, operating and maintaining



Senate Bill 310
Page 3

electric generating, transmission, distribution and related facilities, individually and solely in their own

names, pursuant to the provisions of Chapter 40A of the General Statutes. . .."

BILL ANALYSIS:

Section 2 of the bill would:

Provide that any easement held or otherwise used by an EMC for the purpose of electrification
may also be used by the EMC or a wholly-owned subsidiary of the EMC for the purpose of
supplying high-speed broadband service where that use does not require additional construction

and is ancillary to the electrification purposes.

Prohibit class action suits against an EMC or a wholly-owned subsidiary of the EMC in a suit in

trespass or inverse condemnation based on a claim of expanded use of an easement.

Provide that if, in a suit in trespass or inverse condemnation based on a claim of expanded use of
an easement, an individual property owner prevails over an EMC or a wholly-owned subsidiary of
the EMC, the trespass would be deemed permanent and the actual damages awarded would be the

fair market value, which would always be greater than zero but must not exceed the difference

between the fair market value of the property owner's entire property immediately before the taking

and the fair market value of the property owner's property immediately after the taking. In addition,

calculation of the damages would be subject to the following conditions:

o Evidence of revenues or profits derived or the rental value of an assembled

communications corridor would not be admissible in determining fair market value.

o A property owner's actual damages would be fixed at the time of the initial trespass and

could not be deemed to continue, accumulate, or accrue.

Upon payment of damages, the EMC or a wholly-owned subsidiary of the EMC would be granted

a pennanent easement for the trespass that was the subject of the claim.

o

o

o

BACKGROUND:

Easements are typically created by conveyance in a deed or other written document and are generally

considered contracts in North Carolina. In limited circumstances, a court will imply an easement as a

matter of law. Easements may be acquired through the power of eminent domain under the statutes. The

terms of the easement are considered the terms of the contract once entered into.

The transferability of an easement from one individual or entity to another is dependent on the nature of
the easement - whether the easement is considered "appurtenant" or "in gross." "Easements appendant

and appurten ant are always owned in connection with other real estate and as incidents to such ownership,

while easements in gross are purely personal and usually end with the death of the grantee. However, an

easement in gross designated as a profit d prendre, by which the right to take something from the land

does not end with the death of the grantee necessarily, but may pass to his heirs or assigns." Davis v.

Robinson,189 N.C. 589, 127 S.E. 697 (1925). "If an easement is in gross there is no dominant tenement;

an easement is in gross and personal to the grantee because it is not appurtenant to other premises. ibid.,
pp. 626-7 . An easement in gross attaches to the person and not to land. " Shingleton v. State,260 N.C. 451

(1963), citing 17A Am. Jur., Easements, ss. 9,Il,pp. 624,625,627 .

With regard to changes in the parties to an easement, courts in North Carolina have held:

Grimes v. Virginia Elec. & Power Co.,245 N.C. 583, 96 S.E.2d 713 (1957).In Grimes, the plaintiff
granted an express easement by contract to the defendant for power lines. Id. at 583, 96 S.E.2d at
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713-14. The defendant later granted a license to the City of Washington to add additional lines on
the same poles. Id. at 584, 96 S.E.2d at714. The plaintiff sued for compensation for the additional
servitude on his land, while the defendant contended that "the plaintiffs grant was to the Virginia
Electric & Power Company [("VEPC")] and to its -25- successors and assigns, and permitted it to
make the assignment to the City of Washington." Id. (emphasis in original). The Supreme Court
rejected the defendant's argument stating:

The answer to the defendant's contention is that the Virginia Electric & Power Company
has not assigned anything. It still retains its right to maintain its full complement of wires
and other facilities and to transmit elechicity within the full limits of its grant. The contract
between the defendants permits the power company to retain all its facilities and, in
addition, permits the City of Washington to transmit its own current by means of its own
wires attached to the power company's poles. The plaintiff was not aparty to the contract
between the defendants. The additional lines of the city, with the right to enter upon the
lands for maintenance purposes, place an additional burden on plaintiffs land without his
consent. Two power companies enjoy an easement over his land. He granted only one.

City of Charlottev. BIUII of Charlotte,196 N.C. App. I (2009), citing Grimes v, Virginia Elec. &
Power Co.,245 N.C.583,96 S.E.2d 713 (1957)

With regard to changes in the scope or purpose of an easement, the North Carolina courts have stated the
following with respect to evaluating whether an undue burden exists:

"The following rules apply when overburdening or misuse of an easement is at issue:

First, the scope of an express easement is controlled by the terms of the conveyance if the
conveyance is precise as to this issue. Second, ifthe conveyance speaks to the scope ofthe
easement in less than precise terms (i.e., it is ambiguous), the scope may be determined by
reference to the attendant circumstances, the situation of the parties, and by the acts of the
parties in the use ofthe easement immediately following the grant. Third, ifthe conveyance
is silent as to the scope of the easement, extrinsic evidence is inadmissible as to the scope
or extent of the easement. However, in this latter situation, a reasonable use is implied."
City of Charlotte v. BIuII of Charlotte,196 N.C. App. 1 (2009)

As easements are generally considered contracts, legislation that alters the existing terms of that real
property contract, including legislation that changes the purpose for which the easement may be exercised
or the parties that may use the easement, may give rise to constitutional considerations, including:

o Article I, Section 10, Clause 1 of the United States Constitution, which provides that "No State shall .

. . pass any. . . Law impairingthe Obligation ofContracts . . . ."

o The 5th Amendment to the United States Constitution, which states that private property shall not "be
taken for public use without just compensation."

o Section 1 of the 14th amendment to the United States Constitution, which provides that no state may
"deprive any person of life, liberty, or property, without due process of law."

o Article I, Section 19 of the State's Constitution, which provides "No person shall be. ..in any manner
deprived of his ... property, but by the law of the land."

EFFECTM DATE: Effective when it becomes law and applies to all claims filed on or after that date.
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House Committee on Energy and Public Utilities
Tuesday, June 25, 2019 at 3:00 p.m.

Room 643

MINUTES

The House Committee on Energy and Public Utilities met at 3:00 pm on June 25thin Room 643

LOB. Representatives Alexander, Arp, Autry, Bell, Brisson, Brockman, Conrad, Cunningham,

Dixon, Hanig, Harrison, Hastings, Hawkins, Holley, Howard, Humphrey, Lewis' Montgomery,

Richardson, Riddell, Saine, Setzer, Stevens, Strickland, Szoka, and Wray were in attendance.

Rep. Dean Arp, Chair, presided.

House Bill377, Military Base Protection Act, was explained by Rep. Szoka and Rep. Bell. A
Proposed Committee Substitute was properly brought before the committee. Betsy McCorkle with
Apex Clean Energy spoke from the public. The committee passed the bill, with a motion by Rep.

Setzer for a report favorable to the PCS, unfavorable to the original bill, with a referral to the

Committee on Rules, Calendar, and Operations of the House.

Hbuse Bill 559, Storm Securitization/Alt. Rates, was explained by Rep. Lewis. Rep. Harrison
brought forth an amendment, and the amendment failed. Peter Ledford with NCSEA and Dan

Nation with Parkdale Mills spoke from the public. The committee passed the bill, with a motion

by Rep. Howard for a favorable report, with a referral to the Committee on Rules, Calendar, and

Operations of the House.

Being no further business, the meeting adjourned at3:45 p.m

I

Atp,Rep. Katie Stanley, Committee Clerk
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SENATE BILL 3772

Military Base Protection Act.

2 0 1 9-2 02 0 General AssemblY

Committee:

Introduced by: Sens. Brown, Newton, Sanderson

Analysis of: PCS to Second Edition
S377-CSRI-20

House Rules, Calendar, and Operations of the Date:
House

J:ur;re25,2019

Prepared by: Jennifer McGinnis
Staff Attorney

OWRWEIIr: The Proposed Committee Substitute (PCS) for Senate Bill 377 would -
. Add a deJinitionfor the term ttcommanding military officer's designee" in the wind permitting

stututes.
. Require the Department of Environmentul Quality (DEQ to request any maps or nurrative

information reiated to any adverse impact on a installation's operations, training, or mission

fiom the commanding military ofJicers of alt maior military installations located within the
-State 

(in addition to "technical informationt' on such'impacts that DEQ must already request

under existing law).

CURRENT LAW: Article 2lC of Chapter 143 the General Statutes requires all wind energy facilities

that have a rated capacity of one megawatt or more to obtain a permit from DEQ for construction and

operation of the facility.

A permit application for a proposed wind energy facility must include:

r I narrative description of the proposed facility and map showing the location of each turbine.

r d description of civil air navigation or military activities that may be affected by the construction

or operation of the proposed facility.

. Documentation addressing any potential adverse impacts on military activities as identified by the

Department of Defense (DOD) Clearinghouse and any mitigation actions agreed to by the

applicant.

r d study of the noise and shadow flicker impacts of the turbines associated with the proposed

facility.

r I study of the effects of the proposed facility on natural resources.

' The permit application fee of $3,500.

r d plan for decommissioning and removal of the facility.

DEe must approve an application for a proposed wind energy facility unless DEQ finds that construction

or operation of the facility would:

. Be inconsistent with or violate applicable rules under the Administrative Code, or any other

provision of law.

' '*or"n Cochrane-Brown
Director lllltuil lil ll uil[ llil llu llil ffiulil l] llruffi[ llu lllil ffiuil ilil 

lil fi l il] ffi ll

Legislative Analysis
Division
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Senate PCS 377
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' Encroach upon or otherwise have a significant adverse impact on military operations.

' Result in significant adverse impacts to natural resources, fish, wildlife, or views from State or
national parks and other areas with high recreational values.

. Obstruct major navigation channels.

' Be denied based on criteria under the Coastal Area Management Act or prohibited under the
Mountain Ridge Protection Act.

r Not comply with all applicable federal, State, or local permitting requirements, licenses, or
approvals, including local zoning requirements.

Article 2lC otherwise requires permit holders to:

' Establish financial assurance that will ensure sufficient funds are available for decommissioning
of the facility and reclamation of the property to its condition prior to commencement of activities
on the site even if the applicant or permit holder becomes insolvent or ceases to reside in, be
incorporated, do business, or maintain assets in the State.

' Submit copies of any required post-construction monitoring annually to the DEQ.

The Secretary of Environmental Quality is authorized to impose an administrative penalty in an amount
not to exceed ten thousand dollars ($10,000) per day, or institute an action for injunctive relief, in response
to construction or operation of a facility in violation of the permitting requirements.

BILL ANALYSIS: The bill would -
o Add a definition for the term "commanding military officer's designee, to mean "an individual

appointed by a commanding military officer, who may represent the interests of the military
installation of the commanding military officer they represent. The designee shall provide
information from the major military installation or the commanding military officer they represent
to the Department. The interests the designee represents may include the ongoing training and
mission currently being conducted at the major military installation they represent."

o Require DEQ to request any maps or narrative information related to any adverse impact on the
installation's operations, training, or mission (in addition to "technical information" on such
impacts that DEQ must already request under existing law).

EFFECTM DATE: This bill would be effective when it becomes law and would apply to applications
for permits for a proposed wind energy facility or a proposed wind energy facility expansion pending or
submitted on or after that date.
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AN ACT TO AMEND VARIOUS STATUTES GOVERNING THE PERMITTING OF WIND
ENERGY FACILITIES.

The General Assembly of North Carolina enacts:

SECTION 1. G.S. 143-215.115 reads as rewritten:

"$ 143-215.115. Definitions.
In addition to the definitions set forth in G.S. 143-2l2,the following definitions apply to this

Article:

(!) "Comrnanding military officer's designee" means an individual appointed by

a comrnanding militar]' officer" who may represent the interests of the military
The

shall information from the maior militarv on or the
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currentl)z being conducted at the major military installation they represent."

SECTION 2. G.S. 143-215.119 reads as rewritten:
"$ 143-215.119. Permit application requirementsl fees; notice of receipt of completed

permit; public hearing; public comment.

(d) Notice of Receipt of Complete Permit Application. - Within 10 days of receipt of a

complete permit application for a proposed wind energy facility or proposed wind energy facility
expansion submified pursuant to subsection (a) of this section, the Department shall provide

trotice of the permit application to (i) the commanding military officer of all major military

installations, (ii) the commanding military officer of any military installation located outside the

State that is located within 50 nautical miles of the location of the proposed wind energy facility
or proposed wind energy facility expansion, and (iii) the board of commissioners for each county

and the governing body of each municipality in which the wind energy facility or wind energy

facility expansion is proposed to be located. The notice shall include:
(1) A copy of the map showing the location of the proposed wind energy facility

or proposed wind energy facility expansion that includes the specific locations

of wind turbines.
(2) A written request to the commanding military officer of a major military

installation or the commanding military officer's designee, for technical

information related to any adverse impact on the installation's operations,

training, or mission, including maps and narrative information identifring
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military air navigation routes, air traffic control areas, military training routes,
special-use air space, radar or other military operations that may be affected.

(3) A written request for information related to potential adverse impacts of the
proposed wind energy facility or proposed wind energy facility expansion on
local governments from the board of commissioners for each county and the
governing body of each municipality."

il

SECTION 3. This act is effective when it becomes law and applies to applications
pending or submitted on or after that date.
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March 28,2019

A BILL TO BE ENTITLED
AN ACT TO PROHIBIT CONSTRUCTION, OPERATION, OR EXPANSION OF WIND

ENERGY FACILITIES IN AREAS OF THE STATE WHERE IMPACTS OF VERTICAL
OBSTRUCTIONS HAVE BEEN DETERMINED TO BE SIGNIFICANTLY HIGH, WITH
A HIGH RISK FOR DEGRADING SAFETY AND THE MILITARY'S ABILITY TO

PERFORM AVIATION TRAINING FOR A PERIOD OF THREE YEARS TO PROVIDE

THE FEDERAL GOVERNMENT ADEQUATE TIME TO REVIEW AND
PROMULGATE GUIDANCE ON POTENTIAL RAMIFICATIONS FOR THE BASE

REALIGNMENT AND CLOSURE PROCESS CONCERNING THE COMPATIBILITY
OF WIND ENERGY FACILITIES ON MILITARY OPERATIONS, TRAINING, AND
READINESS; AND TO INCREASE THE APPLICATION FEE FOR PERMITTING OF

PROPOSED WIND ENERGY FACILITIES OR WIND ENERGY FACILITY
EXPANSIONS.

The General Assembly of North Carolina enacts:

SECTION L. There is hereby established a moratorium on the issuance of permits

for wind energy facilities and wind energy facility expansions in this State for facilities or

expansions to be located in the area designated in red as "Significant" on the map entitled

"Vertical Obstruction Impact on the NC Military Mission," as the impacts of vertical obstructions

in this area have been determined to be significantly high, with a high risk for degrading safety

and the military's ability to perform aviation training. The purpose of this moratorium is to allow

the federal govemment adequate time to review and promulgate guidance on potential

ramifications to the Base Realignment and Closure process concerning the compatibility of wind
energy facilities on military operations, training, and readiness. Neither the Department of
Environmental Quality nor the Coastal Resources Commission shall issue a permit for a wind
energy facility or wind energy facility expansion for the period beginning July 1, 2019, and

ending on July 1,2022.
SECTION 2. G.S. 143-215.119 reads as rewritten:

"$ 143-215.119. Permit application requirementsl feesl notice of receipt of completed
permit; public hearing; public comment.

(c) Fees. - An applicant for a permit for a proposed wind energy facility or proposed

wind energy facility expansion under this section shall submit with the application required

pursuant to subsection (a) ofthis section, an application fee of t{rree thetlsand five hu+rdred dellars
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SECTION 3. This act is effective when it becomes law and applies to applications
pending or submitted on or after that date.
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Representative Harrison

moves to amend the bill on page 1, lines 3 through 5,

by rewriting those lines to read:

''REQUIRE THE UTILITIES COMMISSION TO STUDY THE USE OF ''MULTIYEAR RATE
PLAN'' AND ''BANDING OF AUTHORIZED RETURN" MECHANISMS FOR
RATE-SETTING FOR ELECTRIC PUBLIC UTILITIES.

and on page 15, line 1 1, through page I 6,hne 44
by rewriting those lines to read:

''PART II. UTILITIES COMMISSION TO STUDY ALTERNATIVE RATE-SETTING
MECHANISMS.

SECTION 2.(a) The North Carolina Utilities Commission (Commission), in
coordination with the Public Staff, shall conduct a study on the advisability of authorizing
multiyear rate plans (MRPs), banding of authorized returns, or a combination thereof, for general

rate case proceedings for electric public utilities. In conducting the study, the Commission shall
examine other states' experiences allowing these alternative rate-setting mechanisms, identify
advantages and disadvantages associated with MRPs, their impact on consumer rates and service

quality, and any other factors the Commission deems relevant.
SECTION 2.(b) The Commission shall, within 60 days following the effective date

of this act, establish a stakeholder process to support and provide comment on the study required
by Section 2.(a) of this act. The stakeholder process shall, to the extent feasible, include:

(1) The State Energy Director of the Department of Environment Quality;
(2) A representative of the North Carolina Energy Policy Council;
(3) The North Carolina President of Duke Energy or the President's designee;
(4) A designee from Dominion North Carolina Power;
(5) Representatives of commercial consumers of electricity in investor-owned

utility (IOU) service territory in North Carolina;
(6) Representatives of residential consumers of electricity in IOU service territory

in North Carolina;
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(7) Representatives of industrial consumers of electricity in IOU service territory
in North Carolina;

(8) Representatives of the environmental community;
(9) Representatives of the NC Clean Energy Technology Center;
(10) Representatives of institutions of higher learning in IOU service territory in

North Carolina;
(11) Representatives of the North Carolina Electric Cooperatives and ElectriCities

of North Carolina; and
(12) Representatives of North Carolina's renewable energy industry.
SECTION 2.(c) The Commission shall submit a report of the study's findings and

recommendations, including stakeholder input, to the Joint Legislative Commission on Energy
Policy no later than March 1,2020.

PART III. EF'FECTIVE DATE.
SECTION 3. This act is effective when it becomes law.".

SIGNED
Spons

SIGNED
Committee Chair if Senate Committee Amendment

ADOPTED FAILED / TABLED





SENATE BILL 559:
Storm Secu ritization/Alt. Rates.

2 0 1 9-2020 General Assembly

Committee: House Energy and Public Utilities. If Date:
favorable, re-refer to Rules, Calendar, and

Operations of the House

Introduced by: Sens. Rabon, Hise, Blue
Analysis of: Third Edition

June25,2019

Prepared by: Jennifer McGinnis
Staff Attorney

OVERVIEW: Senate Bill 5591 does two dffitent things:

o Psrt I would permit utitity companies to use hond Jinancing for cettain storm recovery costs.

This Jinancing mechanism would not create any indebtedness for the State or any of its political
subdivisions.

o Part II would authorize the Utilities Commission to fix rates for electric public utilities using
,,multiyear rate plant, and ,,banding of authorized returnst' mechanisms.

PART I: STORM SECURITIZATION

CURRENT LAW Of PART I:

In 2018, Duke Energy incurred approximately $571 million of storm expenditures from Hurricanes

Florence and Michael and Winter Storm Diego within a four-month period. To finance these

storm-recovery expenditures, the utility company would typically incur debt and recover the costs over

time through tire rate-making process. (See the Current Law of Part II for more details about rate-making.)

BILL ANALYSIS Of PART I:
part I of Senate Bill 559 would create a new financing tool that may be used to recover the storm

restoration costs: utility cost recovery charge securitization.IJnder this financing tool, the utility company

could issue storm recovery bonds with lower financing costs that are secwed through a dedicated storm

recovery charge that is separate and distinct from the utility's base rate. Securitization typically benefits

utilities and their current customers. Utilities benefit because they receive an immediate source of cash

from the bond proceeds and customers benefit because the cost of securitized debt is lower than the utility's

cost of debt, which reduces the impact on their monthly bills.

More than20 states have used this model to finance storm recovery costs, stranded costs, environmental

restoration, utility restructuring, deferred fuel costs, and renewable energy projects. This legislation only

creates a financing tool for storm recovery costs of a public utility that sells electric power to retail electric

customers in this State. Duke Energy filed requests for deferrals for the 2018 storm costs for the Utilities

Commission (Commission) consideration during the next rate case. If this legislation is enacted, storm

recovery bonds could be used to finance the storm recovery costs.

There are three major components of utility cost recovery charge securitization:

I As introduced, this bill was identical toH624,as introduced by Reps. Lewis, Bell, Howard, Lucas, which is currently in

Legislative Analysis
Division

919-733-2578

, House Energy and Public Utilities.
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o State legislation.

o A financing order.

o A true-up mechanism.

State Lesislation

The legislation creates the storm recovery charge and provides that the revenues generated by this charge,
known as storm recovery property, is a property right lhat can be transferred and pledged as security for
the storm recovery bonds. Since this property right may not be govemed by the Uniform Commercial
Code (UCC), the legislation establishes the procedures for creating, perfecting, and enforcing the security
interest in storm recovery property.

This property right is created through the political and regulatory process; to ensure the credibility of the
storm recovery bonds, the legislation includes a state non-impairment obligation. If the storm recovery
bonds are issued, the State and its agencies, including the Commission, agrees not to take any action that
would limit or alter the storm recovery charges (which is the property right securing the bonds) until the
storm recovery bonds have been paid and performed in full.

The legislation protects bondholders in several additional ways:

o It provides that the sale of an interest in storm recovery property is a true sale and that ownership
passes to the party characterized as the purchaser. The purchaser may be a limited purpose
subsidiary of the public utility created for the sole purpose of issuing the storm recovery bonds.
This provision protects bondholders from the intemrption or impairment of cash flows in the event
of a utility bankruptcy.

o It provides that the interest in the storm recovery property is not affected or impaired by the
commingling of storm recovery charges with other amounts.

o It provides that the storm recovery charge must be imposed on all customer bills collected by the
public utility or its successors or assignees. The charge must be stated as a separate, itemized
charge on customer bills that is separate and apart from the public utility's base rate.

o It provides that the storm recovery charge must be paid by all existing or future retail customers
receiving transmission or distribution service form the public utility, even if a customer elects to
purchase electricity from an alternative electricity supplier. (nonbypassablility)

Financins Order

The legislation establishes the process by which a public utility that sells electric power to retail electric
customers in the State may petition the Commission for a financing order. The financing order sets forth
specific transaction terms and related provisions. Before granting a financing order, the Commission must
find that the issuance of the storm recovery bonds and the imposition of storm recovery charges are
expected to provide quantifiable benefits to customers as compared to the costs that would have been
incurred absent the issuance ofstorm recovery bonds.

The petition must ihclude a description of the storm recovery activities, an estimate of the storm recovery
costs, the proposed level of storm recovery reserve, an indicator of the amount of storm recovery costs to
be financed using storm recovery bonds, an estimate of the financing costs related to the bonds, an estimate
of the storm recovery charges necessary to recover storm recovery costs, and a comparison between the
net present value of the cost to customers estimated to result from the issuance of storm recovery bonds
and the cost that would result from the application of the traditional method of financing and recovering
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storm recovery costs; this comparison must demonstrate that issuance of storm recovery bonds and the

imposition of storm recovery charges are expected to provide quantifiable benefits to customers.

The financing order must include the amount of storm recovery costs to be financed using storm recovery

bonds, the imposition and collection of storm recovery charges that are nonbypassable and paid by all

existing and future retail customers receiving transmission or distribution service from the public utility
or its successors or assignees, the maturity period of the bonds, a formula-based true-up mechanism, the

creation of storm recou"ry property that will be used to secure the bonds, and a method of tracing funds

collected as storm recovery charges. The financing order is irrevocable.

True-Up Mechanism

The legislation specifies that the financing order must include a requirement that the public utility file
with 1119 Commiision at least annually a petition or letter applying the formula-based mechanism, and

request adjustments in the storm recovery charge, if necessary,to a sufficient level to ensure the bond

payment obligations. The Commission does not have the discretion to disapprove or alter the true-up

caiculation, except to correct mathematical and clerical erors. The adjustment of the storm recovery

charge through this m'echanism is the most significant credit component of these transactions.

EFFECTIVE DATE Of PART I:

Part I would be effective when it becomes law.

PART II: AUTHORIZE RATES USING ALTERNATIVE MECHANISMS

CURRENT LAW Of PART II:
G.S. 62-133 requires the Commission to flrx rates for electric public utilities based upon the following

criteria:

r Rates must be fair to both the public utilities and the consumer.
. The Commission must fix such rates to be charged by the public utility as will earn, in addition to

reasonable operating expenses, arute of return fixed on the cost of the public utility's property. In

order to establish such rates, the Commission must;
o Ascertain the reasonable original cost or the fair value of the public utility's property used and

useful, or to be used and useful within a reasonable time after atest period, less that portion of
the cost that has been consumed by previous use recovered by depreciation expense.

The test period must consist of 12 months'historical operating experience prior to the date the

rates are proposed to become effective, but the Commission must consider such relevant,

material, and competent evidence to show actual changes in costs, revenues, or the cost of the

public utility's property, which is based upon circumstances and events occurring up to the

time a hearing is closed.

Reasonable and prudent expenditures for construction work in progress may be included in the

cost of the public utility's property in certain circumstances to the extent the Commission

considers inilusion of such expenditures in the public interest and necessary to the financial

stability of the utility in question.

o Based on its determination of the reasonable original cost of a utility's property, fix a utility's
rate of return as will enable the public utility to produce a fair return for its shareholders,

considering changing economic conditions and other factors, to maintain its facilities and
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services in accordance with the reasonable requirements of its customers in the territory
covered by its franchise, and to compete in the market for capital funds on terms that are
reasonable and that are fair to its customers and to its existing investors. In fixing a utility's
rate of return, the Commission must also:
o Estimate the public utility's revenue under the present and proposed rates.
o Ascertain the public utility's reasonable operating expenses, including actual investment

currently consumed through reasonable actual depreciation.

OVERVIEW OF RATEMAKING:
. Based on the cost of service in the test period.

' Test period - Financial dxa from a historical 12-month period, which serves as a proxy for the
anticipated level of costs for the period of time the rates will be in effect.

' Rates are prospective, but are established based on what the utility has already spent - utilities
typically do not recover expenses and capital costs in advance.

General Ratemaking Formula

' Revenue Requirement is determined as (Rate Base x Rate of Return) + Expenses.

' Rate Base - value of the property (net of depreciation) on which a utility may earn a rate of
return. Property must be "used and useful" (power plants, transmission and distribution lines,
etc. acfually used in providing service to customers).

' Rate of Return -Yo rettrn that utility may earn on invested capital, including debt and equity
investments.

' Expenses - can recover reasonable and prudent expenses based on an historical test year. \

Rate Base

' Rate base is the value of reasonable and prudent property on which a public utility is authorized
to earn its rate ofreturn.

' Rate base calculation: Original cost of the utility assets (prudent capital investment) minus
accumulated d\epreciation.

Rate of Return

' Percentage return that the utility is allowed to earn on its invested capital.
' Designed to compensate investors for the use of their capital and associated risk.. Rate of return is composed of three components:

o Cost of equity
o Cost ofdebt
o Capital structure (debt and equity ratios)

Rate of return is not a guaranteed retum, it is the return the utility is authorized to earn.

Expenses

Utilities are authorizedto recover reasonable and prudent expenses
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BACKGROUND FOR PART II:
Comprehensive information on multiyear rate plans (MRPs), their prevalence, rationale for their use,

disadvantages associated with MRPs, and their impact on cost performance, is available in a report entitled

"State Performance-Based Regulation Using Multiyear Rate Plans for U.S. Electric Utilities" issued by

the Grid Modernization Laboratory Consortium of the U.S. Department of Energy in 2017, see:

4.29 final
pdf

BILL ANALYSIS Of PART II:
part II of the bill would provide that notwithstanding the methods for fixing rates established under

G.S. 62-133, upon application of an electric public utility, the Commission could approve multiyear rate

plans, banding of authorized returns, or a combination of these mechanisms ("alternative mechanisms"),

in and along with a general rate case proceeding.

. "Banding of authorized returns" means a rate mechanism under which the Commission sets an

authorized return on equity for an electric public utility that acts as a midpoint and then applies a

low- and high-end range of returns to that midpoint under which an electric public utility will not

over earn if within the high-end range and will not under earn if within the low-end range.
. "Multiyear rate plan" means a rate mechanism under which the Commission sets base rates and

revenue requirements for a multiyear plan period based on a known and measurable set of capital

investments and all the expenses associated with those capital investments and authorizes periodic

changes in base rates during the approved plan period without the need for a base rate proceeding

during the plan period.

Any banding of authorized returns approved by the Commission could not exceed 125 basis points above

or 125 basiJ points below the authorized retum on equity that is set by the Commission. If an electric

public utility that is operating under a banding of authorized returns exceeds the high end range of the

6and that is approved by the Commission, the electric public utility would be required to refund or credit

earnings above that high end range to customers in a manner to be prescribed by rules adopted by the

Commission. If an electric public utility that is operating under a banding of authorized returns falls below

the low end range of the band that is approved by the Commission, the electric public utility may file a

general rate case proceeding. In setting a midpoint authorized rate of return on equity for banding, the

Commission must consider any decreased or increased risk to an electric public utility that may result

from having an approved multiyear rate plan, banding of authorized returns, or a combination thereof.

The Commission could approve use of these alternative mechanisms, however, only upon a finding that

the mechanisms are just and reasonable, and are in the public interest. In reviewing an electric public

utility's application to use these alternative mechanisms to set rates, the Commission must consider

whether the electric public utility's application as proposed would:

. Establish rates that are fair both to the electric public utility and to the consumer.

. Reasonably assure the continuation of safe and reliable electric service.

. Not unreasonably prejudice any class of electric customers.

. Be otherwise consistent with the public interest.

' Will not result in sudden substantial rate increases, or "rate shock," to consumers.
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The Commission is given authority to impose any or all conditions for approval of an application for use
of alternate rate mechanisms that it deems necessary to ensure that rates are just and reaionable, and are
in the public interest, including periodic reviews to be held during the period that amultiyear rate plan
may be in effect, with opportunities for public hearings during such periodic reviews so that interested
parties may be heard. If the Commission approves the application with modifications, the utility subject
to such approval may, at its option, accept the modifications and implement the proposed plan as modified
or may, at its option, withdraw its application for use of alternative mechanisms and be govemed under
the Commission's order ruling on the electric public utility's request to adjust base rates und"r the general
rate making proceeding.

Part II would also:

' Provide that rates using alternative mechanisms could remain in effect for a period ofno more than
three years.

' Require an electric public utility to make an annual filing that sets forth the electric public utility's
eamed return on equity for the prior 12 month period, for the pu{pose of measuring its eamings
under rates set using alternative mechanisms.

' Provide that the alternative mechanisms for rate-setting would operate independently from riders
or other cost recovery mechanisms otherwise allowed by law, unless the riders or other cost
recovery mechanisms are incorporated in arate,plan, or settlement.. Provide that the language may not be construed to:

o Limit or abrogate the existing rate-making authority of the Commission.
o Invalidate or void any rates approved by the Commission prior to the effective date of the

provision.

The Commission would be required to adopt rules to implement the provisions of this Part no later than
120 days after the bill became law.

EFFECTIVE DATE of PART II: Part II of the bill would be effective when it becomes law and apply
to any rate making mechanisms, designs, plans, or settlements filed by a public utility on or after the date
that rules adopted by the Commission, as required by the bill, become effective. The remainder of the bill
would be effective when it becomes law.

Cindy Avrette, counsel to Senate Finance, substantially contributed to this summary.
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A BILL TO BE ENTITLED
AN ACT TO PERMIT FINANCING FOR CERTAIN STORM RECOVERY COSTS AND TO

AUTHORIZETHEUTILITIES COMMISSION TO FIX RATES FOR ELECTRIC PUBLIC

UTILITIES USING ''MULTIYEAR RATE PLAN'' AND ''BANDING OF AUTHORIZED
RETURN'' MECHANISMS.

The General Assembly of North Carolina enacts:

PART I. STORM SECURITIZATION
SECTION 1.(a) Article 8 of Chapter 62 ofthe General Statutes is amended by adding

a new section to read:

"S 62-L72. Financing for certain storm recovery costs.

(d Definitions. - The following definitions apply in this section:

0) Ancillarv agreement. - A bond. insurance policv" letter of credit. reserve

account. suretv interest rate lock or swap hedsine
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term
company" general partnership or limited partnership. public authoritlz. trust.

financing entitlr. or anls entity to which an assignee assigns" sells. or transfers.

other than as security. its interest in or right to storm recovery property.

Bondholder. - A person who holds a storm recovery bond.

Code. - The Uniform Commercial Code. Chapter 25 of the General Statutes.

Commission. - The North Carolina Utilities Commission.

Financine costs. - The term includes all of the following:
a. Interest and acquisition" defeasance" or redemption premiums pa:rable

on storm recoverv bonds.

b. Any payment required under an ancillary agreement and any amount

required to fund or replenish a account or accounts

established under the terms of any indenture. ancillary agreement. or

other financing documents pertaining to storm recovery bonds.

Any other cost related to issuing. supporting. repaying. refunding" and

servicing storm recovery bonds. including. servicins fees" accounting

and auditing fees. trustee fees. legal fees, consultins fees. structuring
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d.

adviser fees, administrative fees. placement and underwriting fees"
independent director and manager fees. capitalized interest" rating
agenclr fees" stock exchange listing and compliance fees. security
registration fees. filing fees. information technology programmine
costs. and anli other costs necessary to otherwise ensure the timely
payment of storm recovery bonds or other amounts or charges payable
in connection with the bonds. including costs related to obtaining the
financing order.
Any taxes and license fees or other fees imposed on the revenues
generated from the collection the storm recoverv charse or

anlz such case whether paid" payable. or accrued.
Any State and local taxes. franchise. gross receipts. and other taxes or
similar charges. including regulatory assessment fees. whether paid.
payable. or accrued.
Anv costs bv the Commis sion or public staff for any outside
consultants or counsel retained in connection with the securitization of
storm costs.

. - An order that the issuance of recoverv

the

e.

f.

Financins
bonds: the imnosi tion. collection. and oeriodic ad of a storm

of
transfer of to

and
an ancillarv asreement. or anv Derson actins for benefit of

(5)

(q)

0
G)

(2)

bondholders.
Financing statement. - Defined in Article 9 of the Code.

blic
interest or

on f its
Public utilitv. - A public utilitv. as defined in G.S.62-3 " that sells electric
power to retail electric customers in the State.

n Storm. - Individually or collectively. a named tropical storm or hurricane. a

weather or natural disaster.

GD Storm recoverv activity. - An activitv or activities bv a oublic utilitv. its

tce

connection

utili or

AA

including activities related to mobilization. staging. and construction.
reconstruction. replacement. or repair of electric generation. transmission.
distribution. or eeneral plant facilities.
Storm recoverv bonds. Bonds" debentures- certificates of

of
other evidences of indebtedness or ownership that are issued by a public utility
or an assignee pursuant to a financing order. the proceeds ofwhich are used

C
storm recoverv costs and financins costs. and that are bv or oavable

or
issued. references in this section to principal. interest. or premium shall be

under

If

Page2

to refer
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G3) Storm recoverv
repav. finance. or refinance storm recoverv costs and financing costs and that

are nonbypassable charges (i) imposed on and part of all retail customer bills.
(ii) collected bv a public utilitlz or its successors or assignees. or a collection
agent. in full. separate and apart from the public utilitv's base rates. and (iii)
paid bv all existing or future retail customers receiving transmission or
distribution or both- from the oublic utilitv its successors or

assignees under Commission-approved rate schedules or under special

elects to from an

electricibr supplier following a fundamental change in regulation of public

utilities in this State.

04 Storm recovery costs. - All of the following:
a. All incremental costs. including capital costs. appropriate for recovery

retail
distribution service from the utilitv thal a oublic utilitv has

incurred or expects to incur as a result of the applicable storm that are

caused bv. associated with- or remain as a result of storm

recoverlz activity. Such costs include the public utility's cost of capital

from the date of the applicable storm to the date the storm recovery

bonds are issued calculated using the public utilitv's weiehted average

ln1 rate case

before the ssion net of aoolicable income tax savinss related to

the interest component.
S be net of
benefits and any other amounts intended to reimburse the public utilitlz

activities or
kind and where anorooriate bv the ission^ and mav

include adjustments for capital replacement and operating costs

previousl)' considered in determining normal amounts in the public

utilitv's most recent general rate proceeding. Stotm recovery costs

includes the cost to replenish and fund any storm reserves and costs of
repurchasing equity or retiring anli existing indebtedness relating to

storm recovery activities.
With respect to storm recoverlr costs that the public utility expects to

incur. anlt difference between costs expected to be incurred and actual.

reasonable and prudent costs incurred. or any other rate-making

adjustments appropriate to fairly and reasonably assign or allocate

future AS

flrp o oi ^- ioor ro A o! the to or tnh

- The amounts authorized bv the Commission to

b.

c.

beto

47

the ofa
order and aooroval of the issuance of storm recoverv mav not

be revoked or otherwise modified.

05) Storm recovery property. - All of the following:
a. All rights and interests of a public utility or successor or assignee of

the public utility under a financing order. including the rieht to impose.

bill" charge. collect. and receive storm recovery charees authorized

under the financing order and to obtain periodic adjustments to such

charges as provided in the financing order.
b. All revenues. collections. claims. rights to payments. payments.

Senate Bill 55g-Third Edition
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&)

the financing order. regardless of whether such revenues. collections.

with other revenues. collections. rights to pa-'ment" palzments" money.
or proceeds.

Financing Orders. -
0) A public utility may petition the Commission for a financins order. The

petition shall include all of the following:
storm

undertaken or proposes to undertake and the reasons for undertaking
the activities. or ifthe public utility is subject to a settlement agreement
as contemplated by subdivision (2) of this subsection. a description of
the settlement agreement.

b. The storm recovery costs and estimate of the costs of anli storm
recovery activities that are being undertaken but are not completed.

c. The level of the storm recovery reserve that the public utility proposes
to establish or replenish and has determined would be appropriate to
recover through storm recovery bonds and is seeking to so recover and
such level that the public utilit is funding or will seek to fund through
other means. together with'a description of the factors and calculations
used in determining the amounts and methods of recovery.

d. An indicator of the oublic utilitv Droooses finance all or a

of
utilitlr must identif.v the sLecific portion in the petition. By electing not
to finance a portion ofsuch storm recovery costs using storm recovery
bonds. a public utility shall not be deemed to waive its rieht to recover
such costs pursuant to a separate proceeding with the Commission.

of the to the

storm recovery costs. including the storm recovery reserve amount
determined appropriate by the commission. and financine costs and
the for recoverv of such costs.

& A comparison between the net present value of the costs to customers
that are to result from the issuance of recoverv bonds
and the costs that would result from the application of the traditional

of
customers. The comparison should demonstrate that the issuance of
storm recovery bonds and the imposition of storm recoverlz charges
are exoected orovide quantifiable to customers

h. Direct testimony and exhibits supporting the petition.
@ If a public utility is subject to a settlement aereement that soverns the tl/pe

and amount of princioal costs that be included in storm recovery costs

orto

thea.

the

e.

I

ora
storm

the Commission for review and approval of those costs no later than 90 days
before filing a petition for a financing order pursuant to this section.
Petition order. -

Proceedings on a petition submitted pursuant to this subdivision begin
with the oetition bv a oublic utilitv- filed subiect the time frame
specified in subdivision (2) of this subsection. if applicable. and shall

Senate Bill 559-Third Edition
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b.

1

2
aJ

4
5

6
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2.

with of this

the rules of the Commission" except as follows:
1. Within 14 davs after the the oetition is filed- the

Commission shall establish a procedural schedule that permits
than 1 date

petition is filed.
2. later the 1S

shall order

the oetition. nartv to the Commission maY

petition the Commission for reconsideration of the financing

order within five days after the date of its issuance'

order
include all of the following elements:

1. Exceot for ses made oursuant to the formula-based

mechanism authorized under this section. the amount of storm
the

shall describe and estimate the amount of financing costs that

be storm and

the period over which storm costs and costs

may be recovered.
o

and the nosition and on ofa storm charse

are expected to provide quantifiable benefits to customers as

to the have been

issuance of storm recovery bonds.

A finding that the structuring and pricing of the storm recoveqi

bonds are reasonably expected to result in the lowest storm
with at

the storm recoverv bonds are and the terms forth in
such financing order.

as the bonds

outstandine and until all financing costs have been paid in full.
the imposition and collection of storm recovery charges

authorized under a financing order shall be nonbypassable and

utilitv its or assl under

contracts. even if a customer elects to purchase electricity from
an alternative electric supplier following a fundamental change

in rezulation of public utilities in this State.

A of what oortion. if anv" of the storm recoverv

reserves must be held in a funded reserve and any limitations

on how the reserve may be held. accessed. or used.

A formula-based true-up mechanism for making- at least

annually" expeditious periodic adjustments in the storm

recovery charges that customers are required to pay pursuant

to the financing order and for making an)i adjustments that are

necessary to correct for anv overcollection or undercollection
of the charges or to otherwise ensure the timely payment of

Page 5

a
J.

4.

and

5.

6.

Senate Bill 55g-Third Edition
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7.

storm recovery bonds and financing costs and other required
amounts charses oavable in connection with the storm
recovery bonds.

that in fa
of a public utility or its successors or assignees and that shall

to
costs.

f
establishing the terms and conditions of the storm recovery
bonds. including. but not limited to. repayment schedules.
expected interestrates. and other financing costs.

9. How storm recover]'charges will be allocated among customer
classes.

10. A requirement that" after the final terms of an issuance of storm
recoverlz bonds have been established and before the issuance

storm
resultins initial storm recoverli charge in accordance with the

be
final and effective uoon the of such storm recoverv
bonds without further Commission action so long as the storm
recovery charge is consistent with the financing order.
A method oftracing funds collected as storm recovery charses.

to8.

the

11

c.

d.

that such shall be the method of tracing such
ble cash

storm recovery property subject to a financing order under
applicable law.

12. Anv other not otherwise with this
section that the Commission determines are appropriate.

A financing order issued to a public utility may provide that creation

the
property to an assignee and the pledge of the storm recovery property
to secure storm recovery bonds.
If the commission issues a financing order. the public utilit shall file
with the Commission at least annually a petition or a letter applying
the formula-based mechanism and"based on estimates of consumption

make
review of the filing shall be limited to determining whether there are

on of

The ensure
of revenues sufficient to provide for the payment of principal. interest.
acquisition. defeasance. financing costs. or redemption premium and
other fees- costs. and charses in resoect of storm bonds

Within
the

lic
or

the

Page 6
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e.

orthe
the utilitls mali correct its error and refile its request. The time frames

previousl]r described in this paraqraph shall apply to a refiled request.

Subsequent to the transfer of storm recovery propertl/ to an assignee

or the issuance of storm recoverv bonds authorized thereby. whichever
is earlier" a financing order is irrevocable and. except for changes made

pursuant to the formula-based mechanism authorized in this section.

the Commission may not amend. modif.y. or terminate the financing

order by any subsequent action or reduce. impair. postpone. terminate"

or otherwise adiust storm recoverv charges approved in the financing
After utili

sole discretion regarding whether to assien. sell. or otherwise transfer

storm to
i-nh.r{ina -.i-L+ f^ rlofor nr nn such accicnmpnf la 1lonofar

or lssuance.

{!) ofa
and issue a subsequent order that for

order if that
for a

issuance of new storm recoverli bonds. the Commission shall adjust the related

storm recovery charges accordingly.
wifhin 60 nfter Commi sslon lSSltes a financins order rrtA decisionthe(5)

a for
30

27 reconsideration" an adversely affected party mals petition for judicial review

28
29
30
31

JZ
aaJJ

34
35

36
31
38
39
40
4I
42
43

44
45
46
47
48
49
50

lina.
and

ted or

and is within the authority of the Commission under this section.

(6) Duration of financing order. -
a. order

the financing order continues to exist until storm recovery/ bonds
1n

defeased and. in each case. all Commission-approved financing costs

of such storm bonds have been in tull.
order

unabated notwithstanding the reorganization, banlauptcy or other
sale

successors or asslgnees.

the oublic I income tax oumoses" consider the

shall
and i

b.

or

G)

Senate Bill 559-Third Edition
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the a
IS

to

or

of

Q

the

a

the

to
issued. including the right to defer or postpone such sale. assignment. transfer.
or issuance. Nothing shall prevent the public utility from abandoning the

therefora

to
or

sale
assumption by the public utility of liabilities or obligations. solellz because of
the potential availability of storm recoveryr bond financing.

(o Public Utilitv Duties. - The electric of a oublic utilitv that obtained a
order the

of this

or storm bonds. The oubli c utilitv must do the followine:
0) such

order lic
the storm

include a to the effect that
to an

assisnee is the owner the rishts to

1

2
aJ

4

5

6

7

8

9

10

11

I2
l3
t4
15

I6
t7
18

19

20
2l
22
23

24
25

26
27
28
29
30
31

32
JJ
34
35
36
37
38
39
40
4l
42
43

44
45
46
47
48
49
50
51

if
or

the charge.

Q) line

t the on

collection of storm recoverv and on future electricitv
consumotion. The prooertv exists (i) resardless of or not the
revenues or proceeds arising from the property have been billed. have
accrued. or have been collected and (ii) the fact that

value on the
lic utili

or assignees and the future consumption of electricity by customers.

the on each
(g) Storm Recovery Property. -

ble
a. All storm nrooertv that is soecified in a order

constitutes an existing. present intangible property risht or interest

G)

to

b. Storm orooertv in a financins order exists until

and and
bonds have been recovered in full.

to the
storm

Page 8

c.

ls
ortion

ma
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assigned to a successor or assignee that is whollv owned. directly or

issuing storm recovery bonds under the financing order. All or any

bonds
palrable to financing parties and to counteryarties under any ancillarl/

costs.

assignment. grant of a security interest in or pledge of storm recovery
or an

assignee. to the extent previouslv authorized in a financing order. does

not require the prior consent and approval of the Commission.

If a public utilitlz defaults on any required palment of charges arising

remedies a le to the aDolvins nartv- shall order the uestration

and payment of the revenues arising from the storm recovery property

to the financing parties or their assignees. Any such financing order

remains in fuIl force and effect notwiths
to the

utilitv or its successors or assignees.

The interest of a transferee. purchaser" acquirer" assignee. or pledgee
lna issued to

in the
ls or

bv the utilitv or anv other oerson or ln with the

or the

an)z other entity.
a

other or
pursua4t to any or acquisition. sale. or other business

a

must
obligations of and have the same rights under a financing order as. the

public utility under the financing order in the same manner and to the

same extent as the oublic utilitv" udins collectins and vins to the

the
of

lic

to
the

d.

e.

f.

ln
sub-subdivision is intended to limit or impair any authority of the

public utilities.

& Storm recoverv bonds shall be nonrecourse to the credit or anv assets

of the public utilitv other than the storm recoverv propertv as specified

in the financing order and any rights under any ancillary agreement.

Provisions applicable to security interests. -
a. The creation. perfection. and enforcement of any securitv interest in

storm

are

or

@

Code.

Senate Bill 559-Third Edition
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b.
binding and perfected at the later of the time: (i) the financing order is

has
storm recovery propert or the power to transfer rights in such storm

of
and

c. A securitv interest shall attach without anv nhvsical deliverv of
or

with the office of the Secretary of State.the lien of the securit interest
shall be valid. binding. and perfected against all parties having claims
f the

notice
lien. a ln

recoverv shall be asainst all narties h s claims

claims of seller or creditors the seller. and shall orioritv
than

in accordance with this section.

tement
perfect any security interest under this section in the same manner that
the secretary maintains financine statements filed by transmitting
utilities under the code. The filing of a financine statement under this

financing statements in the Code.
e. The

IS

d.

of27
28
29
30
31

32
aaJJ

34
35

36
JI
38
39
40
4I
42
43

44
45

46
47
48
49
50

g

ob:

a

ted
or the which

been

when they are transferred to a segregated account for the assignee or a
financing party.

will

a

financing parties or their representatives may foreclose on or otherwise
their

as if they were secured parties with a perfected and prior lien under the
the order from

recovery charqes be transferred to a separate account for the financing
parties'benefit. to which their lien and security interest shalr apply. on
application by or on behalf of the financing parties. the superior court
of Wake shall order the uestration and to them of
revenues arising from the storm recoverlz charges.

of

Page 10 Senate Bill 559-Third Edition
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G) a

Any sale" assignment" or other transfer of storm recovery property

shall be an absolute transfer and true sale of. and not a pledge of or

secured transaction relating to. the sellerts right. title. and interest in.

to. and under the storm recovery property if the documents qoverning

the transaction expresslll state that the transaction is a sale or other

absolute transfer other tfuan for federal and State income tax purposes.

or all and S

and that ownership has passed to the party characterized as the

f whether
documents evidencine or p to the interest. A of an

interest in storm recovery propertLmalu be created onl)z when all of
the followins occurred: (i) the financins order the storm

has the

the
assignor and delivered to the and (iii) value is for

to an or
creditors ho

subdivision (2) of subsection (e) of this section.
of the other

absolute transfer and true sale and the charac,terization

of the interest of the shall not be affected or

impaired b)r the occurrence of any of the following factors:

1. Commingling of storm recovery charges with other amounts.

2. The retention by the seller of (i) a partial or residual interest.

whether direct or indirect. or whether subordinate or otherwise.

or (ii) the right to recover costs associated with taxes" franchise

fees. or fees imnosed on the co of storm

recovery charges.
Any recourse that the purchaser may have against the seller.

Any indemnification rights" obligations. or repurchase rights
made or provided by the seller.
The o
on behalf of an assignee.
The transferor actins as the servicer of the storm recoverv

the that
to interest

the assignee or any financing party that it will continue to
ooerate its to nrovide service to its will
collect amounts in respect of the storm recovery charges for
the benefit and account of such assignee or financing party. and

will account for and remit such amounts to or for the account

of such assigrree or financins party.

property. -
a.

b.

ln

aJ.

T

5.

6.

as

Senate Bill 559-Third Edition Page 11



General Assembly Of North Carolina Session 2019

7. The treatment of the sale" conveliance. assignment. or other
transfer for tax. financial reporting. or other purposes.

8. The granting or providing to bondholders a preferred right to

such
recovery bonds.

9. Any application of the formula-based adjustment mechanism
as provided in this section.

c. Anv risht that a utilitvhas inthe storm orooertv before
its pledge. sale. or transfer or any other right created under this section
or created in the financing order and assignable under this section or

form of
a chose of an

recovery property to an assignee is enforceable onlli upon the later of

orstorm

d.

to
storm orooertv to an (iii) the execution and delivery
by the assienor of transfer documents in connection with the issuance
of storm bonds. and (iv) the receint of for the storm
recoverlz proper[2. An enforceable transfer of an interest in storm
recovery property to an assignee is perfected against all third parties.
includine subsequent judicial or other lien creditors. when a notice of

has been ofa
accordance with sub-subdivision c. of subdivi Q\ of this
subsection. The transfer is perfected against third parties as of the date
of filing.
The secretary of State shall maintain any financing statement filed to

of storm
under this secti in the same manner that the maintains
financins filed bv utilities underthe Code. The
filing of anli financing statement under this section shall be governed
bv the resardins the filine of financins statements in the
Code. The filing of such a financing statement is the only method of
perfecting a transfer ofstorm recovery property.
The priority of a transfer perfected under this section is not impaired
by anlz later modification of the financing order or storm recovery
propertlz or by the commingling of funds arising from storm recovery

other
to those funds^ other than a securitv interest oerfected under

of this
transferred to a segregated account for the assignee or a financing

to an
or financing party. any proceeds of that property must be held in trust
for the assisnee financins oartv

the of as

interest or rishts in anv storm recoverv oronertv is determined as
follows:
1. Conflicting perfected interests or riehts of assignees rank

accordins to in time of nerfection, tv dates from
the time a filing covering the transfer is made in accordance

vls10n /1\ ^f a crrlraanfinn

e.

f.

Page 12
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hasA2.

J.

conflicting unperfected interest or right of an assignee.

A perfected interest or right ofan assignee has priority over a
who

assignee's interest or right.
the

of
other

agreement. granted orpledged to a pledgee in anlz securitlu agreement. pledge agreement. or other
an if such

or indication refers to the financins order that the storm recoverv and states that

or(0
ale

1

2
J

4
5

6

7

8

9

10

11

12

T3

I4
15

t6
I7
18

I9
20
2l
22
23

24

described

This transfers or liens

securitlu interests in. storm recovery propertlr. regardless of whether the related sale agreement.

was was

G) -All in this
to Part 5 of Article 9 of the Code" except that reouirement as to continuation statements does

not apply.
(D

, and exerci with respect to the transfer of an or risht or

the oledse or creation ofa securitv interest in anv storm recovery shall be the laws of
this State.

o Bonds the State
not a debt or a seneralsubdivisions are liable anv storm recoverv bonds. and the bonds are

25 oblieation of the State or anv of its oolitical - asencles. or ities- nor are

thev soecial oblieations or indebtedness ofthe State or anv asencv or political subdivision. An26
27 issue of storm recovervbonds does not. directl indirectlv. or continsentlv. oblisate the State or

28 an

appropriation for pa--ment of the storm recoverli bonds. other than in their capacity as consumers

of electricitv. All storm recoverv bonds must contain on the face thereof a to the

to

followine effect: "Nei the full faith and credit nor the taxine of the State of North
Carolina is oledsed fo the navment of the nrincioal of. or on this bond."

(j) Legal Investment. - All ofthe following entities may legally invest any sinking funds.

monevs. or other funds in storm recoverv bonds:

0) Subiect to aoo le statutorv restrictions on State local investment

29
30
31

32
aa
JJ

34
35
36
3t
38
39
40
4l
42
43
44
45
46
47
48
49
50
51

units subdi

bodies. and public officers. except for members of the Commission.

Q Banks and bankers. savings and loan associations. credit unions. trust
companies. savings banks and institutions" investment companies. insurance

companies. insurance associations. and other persons carrying on a banking
or insurance business.

(]) Personal representatives" guardians. trustees. and other fiduciaries.

. (!) All otherpersons authorized to invest in bonds or other obligations of a similar
nature.

(!) Obligation of Nonimpairment. -
(]) The State and its agencies. including the Commission. pledge and agree with

bondholders" the owners of the storm recovery property. and other financins
parties that the State and its agencies will not take any action listed in this

teration if

Senate Bill 559-Third Edition
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anv asslsnee or oartv enterins into a contract wi th the oublic utilitv.
The nrohihifed qcfions cre as follows

the
to create an irrevocable contract right or chose in action blr the

a and
make the storm recoverv charses imnosed bv a financins order
irrevocable. binding. or nonbypassable charges.

or
the securi

the storm is
In anv wav i the rishts and remedies of the bondholders.
assignees. and other financing parties.
Exceot for made pursuant to the formula-based adiustment
mechanism authorized under this section. reduce. alter. or impair
storm recoverli charges that are to be imposed" billed" charged.

for the benefi
and all

interest. nremi financins costs and other fees. or charges
incurred. and anv contracts to be performed" in connection with the
related storm bonds have been oaid and in tull.

a) Anv oerson or that issues storm recoverv mav include the

a, the

b.

c.

d.

lanzuase soecified in this subsection the storm recoverv bonds and related
documentation.

A Not a Public Utility. - An assisnee or financing parry is not a public utilitli or person
providing electric service by virtue of engaging in the transactions described in this section.

tuo) Conflicts. - If there a conflict between this section and anv law resardins the
attachment- assi or oerfection. or the effect of nerfection- or tv of. assisnment or

ln section shall
(!) Consultation. - In making determinations under this section. the Commission or

public staff or both may engage an outside consultant and counsel.

G) Effect of Invaliditv. - If anv orovision of this section is held or is invalidated.
suoerseded- renlaced- or exoires for anv reason- that does not affect the
validity of any action allowed under this section which is taken blr a public utility. an assignee" a

to an ancl
remains in full force and effect with respect to all storm recoverlz bonds issued or authorized in

order that
is invalidated. superseded, replaced. or repealed. or expires for any reason."

SECTION 1.(b) G.S. 25-9-109(d) reads as rewritten:
"(d) Inapplicability of Article. - This Article does not apply to:

(13) An assignment of a deposit account in a consumer transaction, but
G.S. 25-9-315 and G.S. 25-9-322 apply with respect to proceeds and priorities
in proceeds;-er

(14) The creation, perfection, priority, or enforcement of any lien on, assignment
of, pledge of, or security in, any revenues, rights, funds, or other tangible or
intangible assets created, made, or granted by this State or a governmental unit
in this State, including the assignment of rights as secured party in security
interests granted by any party subject to the provisions of this Article to this
State or a governmental unit in this State, to secure, directly or indirectly, my
bond, note, other evidence of indebtedness, or other payment obligations for
borrowed money issued by, or in connection with, installment or lease

Page 14 Senate Bill 55g-Third Edition
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purchase financings by, this State or a governmental unit in this State.

However, notwithstanding this subdivision, this Article does apply to the

creation, perfection, priority, and enforcement of security interests created by
this State or a govemmental unit in this State in equipment or fixtr*es-.fi5turgq
or

0l)
interest

AS

G.5.62-172.',

PART II. AUTHORIZE RATES USING ALTERNATIVE MECHANISMS
SECTION 2.(a) Article 7 of Chapter 62 ofthe General Statutes is amended by adding

a new section to read:

"8 62-1334..
(a) rates 62-

Commission. annlication bv an electric hlic utilitv- is authorized to multivear

1n

ora in and

general rate case proceeding oursuant to G.S. 62- 133. For oumoses of this section- the

following defi nitions apply:
(]) "Banding of authorized retums" means a rate mechanism under which the

Commission sets an authorized return on eouitv for an electric litv that acts

as a midooint and then aoolies a low- and hieh-end of returns to that

under the

will not low-end
(2) "Multi

sets base rates and revenue requirements for a multiyear plan period based on

a known and le set of caoital investments and all the exDenses

associated with those caortal and authorizes chanses in
base rates during the approved plan period without the need for a base rate

proceeding during the plan period.
to this

ints that
Commission. If an electric public utility that is operating under a banding of authorized returns

that is
or credit -end manner

(b)
the

the

utili falls
the1S

In
oron

that an

an order on

base rates G.S. 62-133. denvine or s. with or without an electric

authorized
later than 365 davs after the date on which the electric public utilitv files a proposed rate-making

f
f. an

rate-makins nlan^ or settlement s- bandins of

Senate Bill 559-Third Edition

at includes multivear rate
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this
order rulins on the electri c public utilitv's request to adiust base shall sovern. The
Commission may approve such rate-making mechanisms. plans. or settlements proposed blr an

that
are the an

aonlication this section. the Commission consider whether the el public utilitv's

a

apolication. as orooosed: (i) establishes rates as shall be fair both to the oublic utilitv and
the contin

will not unreasonably prejudice any class of electric customers. (iv) will not result in sudden
substantial rate increases. or "rate shock"" to consumers. and (v) is otherwise consistent with the
public interest. The Commission is granted explicit authorit)' to impose anlr or all conditions for
approval of an application submitted under this section that the Commission deems necessarly to
ensure that rates are just and reasonable. and are in the public interest. including periodic reviews
to be held durins the oeriod that a multivear rate olan mav be in with oooortunities for
^ttLli hoo-i- -o ,{"*;- ^ orrnh npri^.li^.o.r.iorrrc cn flrof in+^r^.+^l -^*+ic h^^-A Tf +L^be
Commission the multivear rate nlan. of authorized returns. a combination

with to such
modifications imolement the multivear olan. bandins of returns. or a

be
the

1

2
aJ

4
5

6

7

8

9

10

11

t2
13

I4
15

t6
t7
18

t9
20
2I
22
23
24
25

26
27
28
29
30
31

32
aaJJ

34
35

36
37
38
39
40
4t
42
43

44

AS

on the to
under G.S. 62-133.

(d) Any rate-making mechanisms. plans" or settlements approved pursuant to this section
shall remain in effect for a oeriod of no more three vears.

G) For purposes of measuring an electric public utilitlz's earnings under any mechanisms.
or this shall

filins that sets the electric oublic utilitv's earned retum on eouitv for the prior 12-month
period.

o limit or
rate-makins authoritv of the Commission or (ii) invalidate or void rates aooroved bv the

date of
shall

cost
law. unless otherwise incorporated into such mechanism. plan. or settlement.

(s)
section.t'

SECTION 2.(b) The Commission shall adopt rules as required by G.S. 62-133A(9),
as enacted by Section 2(a) of this act, no later than 120 days after the date this act becomes law.

PART III. EF'FECTIVE DATE
SECTION 3. Part I of this act is effective when it becomes law. Part II of this act is

effective when it becomes law and applies to any rate-making mechanisms, designs, plans, or
settlements filed by a public utility on or after the date that rules adopted pursuant to
G.S. 62-1334(g), as enacted by Section 2(a) of this act, become effective. The remainder of this
act is effective when it becomes law.

The Commission adoot rules necessarv to imnlement orovisions of this

Page 16 Senate Bill 5 59-Third Edition
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House Committee on Energy and Public Utilities
Wednesday, July l0r20l9 at 9:30 AM

Room 122811327 of the Legislative Building

MINUTES

The House Committee on Energy and Public Utilities met at 9:30 AM on July I0,2019 in Room

122811327 ofthe Legislative Building. Representatives Alexander, Autry, Cunningham, Harrison,

Holley, Humphrey, B. Jones, Saine, Strickland, and Szoka attended.

Representative John Szoka, Chafu, presided.

The following bills were considered:

SB 320 Regional Water Systems and State Grants. (Senator J. Alexander): Rep. Barnes

presented SB320. Rep. Saine made a Motion for a favorable report on the PCS S320-CSST-40

[v.4]. With no objections, the Chair called for a vote on the motion for a favorable report and the

PCS passed with a serial referral to Rules, Calendar, and Operations of the House.

With no further business, the meeting adjourned at9:37 AM.

John Chair Beverly
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House Committee on Energy and Public Utilities
Wednesday, July l0r20l9r 9:30 AM

1228 I 1327 Legislative Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
SB 320

Presentations

Chair John Szoka, presiding

Other Business

Adjournment

SHORT TITLE
Regional Water Systems and State

Grants.

SPONSOR
Senator J. Alexander





SENATE BILL 3202

Regional Water Systems and State Grants.

20 1 9-2020 G eneral Assembly

Committee: House Energy and Public Utilities. If Date: July 9,2019
favorable, re-refer to Rules, Calendar, and

Operations of the House
Sen. J. Alexander Prepared by: Jennifer McGinnis
Second Edition Staff AfforneY

Introduced by:
Analysis of:

OVERWEW: Senate Bilt 320 would amend requirements governing disbursement of water/wastewater

infrastructure grants or loans to recipients engaged in regionalization to require the Department of
Environmental Quality (DEQ) to encourage written agreements between the recipient and each local
government unit that serves a customer base of over 5,000 and that purchases treated or untreated

iater from the recipient stating the current rates of purchase and any anticipated increases over the

term of the agreement, or a resolution approved by the governing board of the purchasing local
government anit stating that it waives its option to establish such a written agreement. The bill also
-estabtishes 

a process for the Locsl Government Commission (LGC) to assist in resolving any disputes

between local government units prior to execution of a written agreement

[As introduced, this bill was identical toH4l4, as introduced by Rep. Barnes, which is currently in
House State and Local Government.l'

CURRENT LAWBACKGROUND: Chapter l59G of the General Statutes governs a number of water

infrastructure loan and grant funds administered by DEQ established to meet the water infrastructure needs

of the State, including the following:

. The Clean Water State Revolving Fund -- The account receives federal funds for wastewater

projects and the State funds required to match the federal funds.
. The Drinking Water State Revolving Fund -- The account receives federal funds for public water

systems and the State funds required to match the federal funds.
. The Wastewater Reserve -- The account is established to receive State funds that are to be used

for loans and grants for wastewater systems.
. The Drinking Water Reserve -- The account is established to receive State funds that are to be used

for loans and grants for public water systems.

Current law requires that the proceeds of a loan or grant must be disbursed to a recipient in a series of
payments based on the progress of the project for which the loan or grant was awarded. In addition, in

order to obtain a payment, a loan or grant recipient must submit a request for payment to DEQ and

document the expenditures for which the payment is requested'

BILL ANALYSIS: The bill would require that, prior to any disbursement of a loan or grant to a recipient

that is engaged in regionalizationor initiating regionalization with the loan or grant, DEQ must encourage

an applicant to have one of the following with respect to each local government unit that serves a customer

Legislative Analysis
Division

9 t9-7 3 3-2578

Karen Cochrane-Brown
Director
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Senate Bill 320
Page 2

base of over 5,000 and that purchases treated or untreated water from the recipient at the time of the
disbursement of the loan or grant or anticipated to be served within the 30 years following the
disbursement of the loan or grant:

o A written agreement approved by the governing board of the recipient and the governing board
of the local government unit stating the current rates of purchase and any anticipated increases
over the term of the agreement.

. A resolution approved by the goveming board of the purchasing local government unit stating
the local government unit waives its option to establish such a written agreement.

In addition, the bill provides that in developing such agreements, either local govemment unit may request
that the LGC assist in resolving any disputes between the local government units prior to execution of the
written agreement. In such cases, the LGC would be required assist and provide recommendations within
90 days ofthe request.

EFFECTIVE DATE: The bill would be effective when it becomes law and apply to disbursements under
Chapter 159G of the General Statutes on or after that date.



SBNATE BILL 320:
Regional Water Systems and State Grants.

2 0 1 9-202 0 G eneral Assemb lY

Committee: House Energy and Public Utilities. If Date: July 10,2019

favorable, re-refer to Rules, Calendar, and

Operations of the House

Introduced by: Sen. J. Alexander Prepared by: Jennifer McGinnis

Analysis of: PCS to Second Edition Staff Attolney

S32O-CSST-40

OWRWEW: The Proposecl Committee Substitute (PCS) for Senate Bill 320 would amend

requirements governing iitburtr*ent of water/wustewnter infrustructure grants or loans to recipients

en-gagecl in regionalizuiion to, in certain circumstances, require a written agreement between a recipient

unrl tocat government units purchasing treuted or untreuted waterfrom the recipient, stating tlte current

rates of jurchase and any anticiputed increases over the term of the ngreement, or s resolutiott

npproittl by the governing bourtl of the purchasing local government unit stating that it waives its

iptio" to Lstabliilt suclr-a written agreement. The bill also establishes a process for the Local

Government Commission (LGC) to ussist in resolving flny disputes between local government units

prior to execution of a written agreement. If the parties fail to reuclr agreement, the bill would prohibit
'the 

Department of Environmeital Quality (DEQ from clisbursing any loan or grant to eitlter local

gorrri^tnt unit until the clispute is resolved to the satisfuction of the LGC.

[As introduced, this bill was identical to H414, as introduced by Rep. Barnes, which is currently in

House State and Local Government.l

CURRENT LAW/BACKGROUND: Chapter 159G of the General Statutes govems a number of water

infrastructure loan and grant funds administeied by DEQ established to meet the water infrastructure needs

of the State, including the following:

. The Clean Water State Revolving Fund -- The account receives federal funds for wastewater

projects and the State funds required to match the federal funds.

. The Drinking Water State Revolving Fund -- The account receives federal funds for public water

systems and the State funds required to match the federal funds.

r The Wastewater Reserve -- The account is established to receive State funds that are to be used

for loans and grants for wastewater systems.

. The Drinking Water Reserve -- The account is established to receive State funds that are to be used

for loans and grants for public water systems.

Current law requires that the proceeds of a loan or grant must be disbursed to a recipient in a series of
payments based on the progr.s of the project for which the loan or grant was awarded. In addition, in

otarr to obtain a paymint, a loan or gtant recipient must submit a request for payment to DEQ and

document the expenditures for which the payment is requested.

'k-airen
Cochrane-Brown
Director '-5-3-2-o-: a Pr R \ - 4 2 c s s r - 4 o - v - 1
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Page 2

BILL ANALYSIS: The PCS would require that, prior to any disbursement of a loan or grant to a recipient
that is engaged in regionalrzatron or initiating regionalization with the loan or grant, the Department must
ensure that the recipient has one of the following with respect to each local govemment unit that serves a
customer base of over 5,000 and that purchases treated or untreated water from the recipient at the time
of the loan, or is anticipated to be served within the 30 years following the disbursement of the loan or
grant:

. A written agreement approved by the governing board of the recipient and the governing board
of the local government unit stating the current rates of purchase and any anticipated increases
over the term of the agreement.

. A resolution approved by the governing board of the purchasing local government unit stating
the local government unit waives its option to establish such a written agreement.

In addition, the PCS provides that in developing such agreements, either local government unit may
request that the LGC assist in resolving any disputes between the local government units prior to execution
of the written agreement. In such cases, the LGC would be required assist and provide recommendations
within 90 days of the request. If the parties fail to agree, or fail to adopt the recommendations of the LGC
upon disagreement between the parties, the bill would prohibit the Department from disbursing any loan
or grant to either local government unit until the dispute is resolved to the satisfaction of the LGC.

The PCS provides, however, that these requirements would only apply to disbursements of a loan or grant
where the disbursement is for regionalization and the recipient or a beneficiary of the disbursement
withdraws water from a reservoir owned by the United States Army Colps of Engineers lying in at least
two states with a dam located outside North Carolina.

EFFECTIVE DATE: The bill would be effective when it becomes law and apply to disbursements under
Chapter 159G of the General Statutes on or after that date.
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March 2I,2019

A BILL TO BE ENTITLED
AN ACT TO FOSTER REGIONAL COOPERATION FOR WATER AND WASTEWATER

INFRASTRUCTURE AMONGST SYSTEMS UTILIZING RESERVOIR WATER.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 159G-42 reads as rewritten:
"$ l59G-42. Disbursement of loan or grant.

(4) The Department must disburse the proceeds of a loan or grant to a recipient in a series

of payments based on the progress of the project for which the loan or grant was awarded. To
obtain a payment, a loan or grant recipient must submit a request for payment to the Department
and document the expenditures for which the payment is requested.

o) Prior to anv disbursement of a loan or srant to a recinient that is ensased in
regionalization or initiating regionalization with the loan or grant. the Department shall ensure

that the recipient has one of the following with respect to each local government unit that (i)
serves a customer base of over five thousand (5.000) and (ii) purchases treated or untreated water
from the recipient at the time of the disbursement of the loan or grant or is anticipated to purchase

treated or untreated water from the recipient within the 30 years following the disbursement of
the loan or grant:

(1) A written asreement approved by the governing board of the recipient and the
governins board of the local sovernment unit statins current rates of
purchase and any anticipated increases over the term of the asreement.

A) A resolution approved by the governing board of the purchasing local
waives its

establish such a written agreement.
(g) In developing any agreement for execution as required by subsection (b) of this

section. either local government unit may request to the Local Government Commission to assist

in resolving anlu disputes between the local government units prior to execution of the written
agreement. When a request for assistance is made" the Local Govemment Commission shall
assist and Eovide recommendations within 90 days of the request. If the parties fail to agree. or
fail to adopt the recommendations of the Local Government Commission upon disagreement
between the parties" the Department shall not disburse any loan or grant to either local
government unit until the dispute is resolved to the satisfaction of the Local Govemment
Commission.

(!) Subsections (b) and (c) of this section shall apply only to disbursements of a loan or
grant where the disbursement is for regionalization and the recipient or a beneficiary of the
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I disbursement withdraws water from a reservoir owned by the United States Army Corps of
2 Engineers lying in at least two states with a dam located outside North Carolina."
3 SECTION 2. This act is effective when it becomes law and applies to disbursements

4 under Chapter l59G of the General Statutes on or after that date.
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SENATB BILL 320:
Regional Water Systems and State Grants.

20 1 9-2020 General Assembly

Committee:

Introduced by:
Analysis of:

House Energy and Public Utilities. If Date: July 9,2019
favorable, re-refer to Rules, Calendar, and

Operations of the House
Sen. J. Alexander Prepared by: Jennifer McGinnis
Second Edition Staff Attorney

OVERVIEW: Senate Bill320 would amend requirements goveming disbursement of water/wastewater
infrastructure grants or loans to recipients engaged in regionalization to require the Department of
Environmental Quality (DEQ to encourage written agreements between the recipient and each local
government unit that serves a customer base of over 5,000 and that purchases treated or untreated
water from the recipient stating the current rates of purchase and any anticipated increases over the
term of the agreement, or a resolution approved by the governing board of the purchasing local
government unit stating that it waives its option to establish such u written agreement. The bill also
establishes a process for the Local Government Commission (LGC) to assist in resolving any disputes
between local government units prior to execution of a written agreement

[As introducedo this bill was identical toH4l4, as introduced by Rep. Barnes, which is currently in
House State and Local Government.l

CURRENT LAWBACKGROUND: Chapter l59G of the General Statutes governs a number of water
infrastructure loan and grant funds administered by DEQ established to meet the water infrastructure needs

of the State, including the following:

o The Clean Water State Revolving Fund -- The account receives federal funds for wastewater
projects and the State funds required to match the federal funds.

o The Drinking Water State Revolving Fund -- The account receives federal funds for public water
systems and the State funds required to match the federal funds.

o The Wastewater Reserve -- The account is established to receive State funds that are to be used
for loans and grants for wastewater systems.

o The Drinking Water Reserve -- The account is established to receive State funds that are to be used
for loans and grants for public water systems.

Current law requires that the proceeds of a loan or grant must be disbursed to a recipient in a series of
payments based on the progress of the project for which the loan or grant was awarded. In additiono in
order to obtain a payment, a loan or grant recipient must submit a request for payment to DEQ and
document the expenditures for which the payment is requested.

BILL ANALYSIS: The bill would require that, prior to any disbursement of a loan or grant to a recipient
that is engaged in regionalization or initiating rcgionalization with the loan or grant, DEQ must encourage
an applicant to have one of the following with respect to each local government unit that serves a customer

Karen Cochrqne-Brown
Director
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base of over 5,000 and that purchases treated or untreated water from the recipient at the time of the

disbursement of the loan or grant or anticipated to be served within the 30 years following the

disbursement of the loan or grant:

o A written agreement approved by the governing board of the recipient and the governing board
of the local government unit stating the current rates of purchase and any anticipated increases

over the term of the agreement.
o A resolution approved by the governing board of the purchasing local government unit stating

the local government unit waives its option to establish such a written agreement.
In addition, the bill provides that in developing such agreements, either local government unit may request

that the LGC assist in resolving any disputes between the local government units prior to execution of the
written agreement. In such cases, the LGC would be required assist and provide recommendations within
90 days ofthe request.

EFFECTM DATE: The bill would be effective when it becomes law and apply to disbursements under

Chapter 159G of the General Statutes on or after that date.
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