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THE ELECTRIC UTILITY INDUSTRY: A LEGAL, REGULATORY
AND ECONOMIC PROFILE

fntroduction

The elecfr*ic utility ikr.wdusktr'y is undergoing fundamgnta! and‘ sub~-
,tantvial changes in the ways and means by which the pr‘oduction ‘a‘nd
| on"sumptior) of - eyle,c‘tr‘ical “energy: ~"ar‘e conceptualized and valued. The
‘“fndustr'y,, at 'pres’ent,‘ is in the midst of g’r'eat“ tur*mqﬂ and  strife. The
‘~ ﬁvestor-—owned‘ él‘e’ctr‘ijc“dtili‘t‘ies' -of ,th'f-s, country. must. meet pr‘oject‘e'd dvemand
;row;h with _reliable serviée and fin_anciéi integrity, whilekpar‘ado‘xically
vddﬁéssing‘ themsel'v_es»kt’d ;‘sto'.ckhovlder: needs, . regulatory impediments and .

atepayer demand'_s-.', s

The .‘amiable' relationships. that once existed between the wutilities
and  their investors, regulatory agencies and ratepayers have significantly
Heteriorated over. the past decade. = The trend of a steadily increasing

"onsump‘t;ijon. i a progressively less costly electrical eh.é'rg"yf supply  ended

;h‘:"easés,:-" mfuel, co‘r’i‘s.'rc‘r‘t’,_lc;*t‘it‘on,- and cap,i't-al,‘ cbsts‘ h’évé-, If‘\_‘ab"ll-"tyedc 'a‘:n: era tyip_i-w
Fied by {‘jé"ci’l'ming’ average produc_t:i,d_n f”co’s'fts, low: c’or,’n’s.yum’e‘f'x‘ réteé;f _easy -
3 kinavncingu ar’\-dk‘ hlgh divicjend:u p‘akyments' tp i‘nvestohs. Asb a r‘e"s’,u,l;tk',v the .:‘samey
’~;,net""g’~’y' Sur._)piy._ is v"iewe§ today: 'a:s. ém: ingbeas.i‘hg'ly costly resource, with

’ o end- in sight to the rise in producer costs ‘and ‘consumer prices.

This economic reversal has forced the industry .and. its ratepayers =

O reevaluate their patterns and modes of production and consumption.

mbruptly with the OPEC control of oil prices in the 1970's. = Astronomical =
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Lrrent utility economics have prompted decision makers across the board

b desire the most energy out of every dollar, whether it be in kilowatts;

eat, tight or  motion. Ever-increasing costs can no longer be tolerated

nd, thus, waste no longer rationalized. Whereas increased consumption

"nd expansion of production capacity.. were the heralded industry cost

futters of the past, conservation in end-use and efficiency in production

Bre the ways for the future.

The current demand for efficiency and conservation in energy pro-

yuction and utilization has placed the. utifities in an unprecedented and
#ichotomous situation. The industry expertisé in the financing, building

operating of large-scale plants .is no longer sufficient. . Research,

development = and marketing talents must be found in order properly to

‘egard = conservation and efficiency: ~as. desired, rather than neglected,

commodities.

PART A: THE HISTORY OF UTILITY REGULATION

apubhc pohcy towards the fledglmg elec—

20th Century.

d fr‘om,competltxve r‘ather than monopoiy

‘Ed?i, on opened up the Pearl Street Statlon;
'l907 competltwe franchlses were granted

"Iower’ rates the mumcnpahtles consxder‘ed.

cconomng_policy, ‘thev notlon ;cf regulated "natural” monopolies

nd: ;less" c_Q’svtjy' service, had not emerged.

..

tng was doomed as one company would eventually

eize the ;.v.env.tvire‘, Service area.. This movement abrogated all efforts to

en. to; n’umerous .compa»n:res w‘|thm_ S




