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Section | -- Executive Summary

1. Mission, Vision, and Values

The mission of the Office of Regulatory Staff (ORS) is to represent the public interest in utility
regulation by balancing the concerns of the using and consuming public, the financial integrity of
public utilities, and the economic development of South Carolina. The vision of the ORS is to represent
the public interest in utility regulation in a manner that balances the interests of all whom we are
charged to represent. Seven values are required performance characteristics of every ORS employee as
indicated on each employee’s EPMS evaluation: Integrity, Impartiality, Responsiveness, Respect,
Professionalism, Innovation, and Excellence.

2. Major Achievements from the Past Year

Case Management:

During FY 08-09, the ORS facilitated 39 settlement agreements resulting in savings to customers
totaling approximately $148 million.

Settlements Savings ($)
Duke Energy annual
fuel review $60,000,000
SCE&G 2008 RSA $1,013,823
Piedmont Natural Gas
2008 RSA $3,483,502
Goat Island Water and Sewer $85,040
Alpine Utilities $1,049,248
SCE&G mid-period fuel cost
adjustment $35,500,000
SCE&G BLRA Cost Re-
allocation Adjustment $1,183,509
SCE&G tree trimming and
vegetation management $9,000,000
Columbia Energy LLC
application to FERC for $612,000
recovery of charges from
SCE&G
ORS vs. Wyhoo Plantation $13,838
Chem Nuclear Systems $478,000
SCE&G agreement to reduce
amount of deferred costs for $45,350
DSM-EE
SCE&G annual fuel review $34,000,000
Aqua South Carolina $28,054
Progress Energy Carolinas
annual review of base rates $1,200,000
Total $147,692,364
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Economic Development:

¢ Base Load Review Act. Under the Base Load Review Act, the ORS supported SCE&G’s
application for construction and operation of two new nuclear units in the Midlands. The support
of this application by the ORS, which ultimately resulted in approval to construct the units, was the
result of many months of diligent work by ORS staff and the agency’s expert consultants.

The construction and subsequent operation of these Units 2 and 3 at the V.C. Summer Plant will
provide huge economic boons to the regional economy. Approximately 3,600 people are expected
to be employed during the ten-year construction phase. Once completed, the units will have a
permanent work force totaling approximately 650 people. Currently, Unit 1 employs 661 people
who reside in the surrounding communities as follows: Lexington County (36%), Richland County
(32%), Newberry County (18%), Fairfield County (8%), and 6% in other areas. A similar
dispersion of workers to the surrounding communities would be expected for Units 2 and 3, thus
providing much needed boosts to local economies.

In addition, these units could generate as much as $1 billion in federal tax credits. Legislation
regarding these potential credits is pending in Congress at the time of this writing.

¢ Lifeline and Link-up. Increased the number of access lines statewide covered by the Lifeline
program. When taking into account the $13.50 per month of both state ($3.50) and federal ($10.00)
Lifeline subsidies per access line (one per household), this equates to an overall economic benefit
to South Carolina households enrolled in the program of $7,267,320 during FY 08-09.

¢ American Recovery and Reinvestment Act of 2009 (ARRA). The ORS and the State Energy
Office conducted several meetings with electric suppliers in the State (including investor-owned
electric utilities, electric cooperatives, Santee Cooper, and municipal suppliers of electricity). The
purpose of these meetings was to discuss the many funding opportunities available to electric
suppliers and to provide assistance to any entity seeking to obtain funding from these competitive
opportunities. The ARRA monies available to each South Carolina electric utility are matching
fund grants that are capped at $20 million. At the time of this writing, the ORS is continuing to
explore the matter to determine whether any funds are available for which matching is not a
requirement. In addition, the ORS has posted on its web site links to critical dates pertaining to
various U.S. Department of Energy ARRA funding opportunities.

o In June of 2009, the ORS Executive Director and a staff member spent two days in
Washington, D.C. to represent the State’s public interest in an ARRA funding opportunity
regarding the eastern interconnection transmission planning. As a result of the meeting, the
stakeholders decided to move forward with applying for the grant.

¢ Palmetto Clean Energy (PaCE). Continued leadership in the Palmetto Clean Energy (PaCE)
program. Launched with leadership by the ORS in FY 2007-2008, PaCE is one of the first multi-
utility programs in the nation. It allows utility customers to purchase blocks of electricity generated
from renewable or “clean” sources, such as wind, solar, and biomass. The program, designed and
implemented in collaboration with investor-owned electric utilities and the S.C. Energy Office,
encourages the development of green power in the State by helping local generators offset the cost
of generating electricity from renewable energy resources.
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¢ Review Letters for Utilities. Provided 38 letters of support to electric and gas utilities for various
financing options, special purchases, tariff modifications, or industrial incentives, which generally
aid in the recruitment of new industry, retention of existing industry, and the financial health of
South Carolina.

Advocacy, Education, Outreach and Assistance:

¢ Customer Complaints and Inquiries. Processed approximately 3,779 complaints and inquiries
and saved customers approximately $3,231,406. Of this total, $3 million is an annually recurring
savings resulting from a facilitated agreement in FY 2006-2007 between an electric investor-owned
utility and certain industrial customers to better utilize their energy consumption by taking
advantage of cost savings through the offering of real-time price signals.

¢ Deposit Waiver for Domestic Violence Victims. Benefited 62 individuals who were victims of
domestic violence. This program resulted from an innovative agreement facilitated by the ORS with
each of the investor-owned electric and gas utilities and women’s shelters to waive the initial credit
and deposit requirements for domestic violence victims.

¢ Promotion of Safety Net Programs. During the peak winter season, distributed to radio stations
statewide pre-recorded public service announcements regarding third-party notification for electric
and gas customers. Print versions were distributed to television and newspaper outlets. Also
distributed a brochure on safety net programs for electric and natural gas customers.

¢ Lifeline and Link-up. Further developed partnerships and collaborative opportunities with food
banks, the Housing and Urban Development (HUD) network, and other community-based
organizations around the State; this process was initiated in FY 2007-2008.

Regulatory and Safety:

¢ CSX Claims Settlement Conference. ORS railroad inspector served as an expert witness at a
Federal Railroad Administration track settlement conference for CSX. Fifty citations from Region 3
(8 southeastern states) were all upheld, for a total of $325,000.

¢ Gains in Annual Report Compliance. Revised and simplified annual report forms, which resulted
in increased utility/carrier compliance -- 82% in Water/Wastewater, an almost 20-percentage-point
increase from the prior year’s 64%, and 92% in Telecommunications (up from 90%).

¢ Gains in Regulatory Procedures. Transferred the printing and mailing of small batches of
transportation licenses from the Division of State Information Technology to the ORS. This
procedural improvement has resulted in a cost savings of approximately $500 and increases in
efficiency such as the speed of mail-outs.

¢ Gains in Regulatory Compliance for Household Goods Movers. In May of 2009, the ORS began
monitoring electronic advertising on internet sites such as Craigslist and eMove.com to identify
unauthorized carriers advertising their services. Four illegal movers were identified during the first
month of this enforcement effort.
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Gains in Regulatory Compliance for Passenger Carriers. Focused passenger carrier
enforcement efforts on ORS reviews of driver qualification files and vehicle inspections to ensure
that taxis, charter, and non-emergency carriers are complying with new regulations.

Enforcement of Regulatory Requirements. Increased the use of rule-to-show-cause petitions as
an administrative tool to ensure that utilities comply with regulatory requirements. Of the 1,553
utilities named in a rule-to-show-cause petition, over 75% did not come into compliance and had
their operating certificates revoked by the Public Service Commission. The rule-to-show-cause
effort communicates to regulated utilities that the ORS will enforce the standards set by law.

Gains in Consumer Choice. Experienced an increase in the number of applications and
subsequent approvals for Eligible Telecommunications Carrier (ETC) designations. The increase in
the number of ETCs results in more federal dollars flowing into South Carolina for infrastructure
improvements and low-income consumer support.

Regulatory Reviews and Audits. Conducted a total of 315 regulatory reviews and audits, an
increase of 29% in audit activities compared to FY 2007-2008.

Natural Gas Pipeline Safety Department. Received a grant of $9,905 for its Utility Damage
Prevention program. A portion of these funds will be used to increase awareness of buried utility
damage in collaboration with various utility coordinating committees throughout the State.

Customer Choice and Technology Investment Act of 2009. Provided support to members of the
General Assembly and hosted a workshop with stakeholders to identify and narrow issues
regarding the provisions of the proposed legislation. This Act, signed into law on June 1, 2009,
allows local exchange carriers to elect further deregulatory treatment and reduces the withdrawals
from the State Universal Service Fund and Interim LEC Fund for those electing local exchange
carriers who currently receive disbursements from these funds.

Stretcher Van Regulation. Worked in cooperation with other state agencies and interested
stakeholders to assist with developing revisions to regulations which would allow non-emergency
transport via stretcher van. According to the Legislative Audit Council, the estimated savings in
Medicaid of allowing such transport for these individuals is $700,000 annually.

Net Metering Report. In response to the H.3395 Joint Resolution approved May 13, 2008, the
ORS and the South Carolina Energy Office (SCEO) prepared a report for the General Assembly
recommending processes and procedures for establishing net metering programs at all distribution
electric utilities in South Carolina. Net metering allows customers to generate their own energy and
use this energy to offset their electric needs. The ORS and SCEOQO were assisted by a diverse group
of over 25 stakeholders representing electric providers, distributed generation installers, renewable
energy generators, legislators, and community representatives who volunteered considerable time
to supply information, review drafts, and offer comments. The full report was issued to the General
Assembly in December 2008.

Position on Federal Energy Policy. Energy is on the minds of the public. While this past fiscal
year has seen huge dips in the prices of natural gas, oil, and coal, there is no doubt that factors such
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as unexpected interruptions in production or supply, weather fluctuations, and economic ups and
downs will continue to play havoc with the price of energy resources. Therefore, it is important to
remain focused on the long-term view in terms of energy management.

The ORS was privileged during FY 08-09 to assist in a major initiative undertaken by the State
Regulation of Public Utilities Review Committee (PURC) to evaluate what energy resources
our State has, how we use electricity in South Carolina, what renewable forms of energy are
available, what programs are in place or needed to promote energy efficiency, and what
message needs to be sent to our Congressional delegation about the unique challenges our State
would face if pending carbon-control legislation were to be adopted.

In the latter part (April 2008) of the prior fiscal year, the ORS Executive Director spent two
days in Washington, D.C. to present the State’s public interest position on how proposed cap-
and-trade federal legislation could affect South Carolina. After completion of the extensive
energy study conducted by the PURC during FY 08-09, entitled the S.C. Energy Policy Report,
the Executive Director returned to Washington on February 4, 2009, along with five members
of the PURC, the Senate President Pro Tempore, the Administrative Manager of the Senate
Judiciary Committee, and the Chief Clerk of the PSC to present to South Carolina’s
Congressional delegation the results of PURC’s study.

Within the context of two likely federal mandates — reducing greenhouse gas (GHG) emissions
and increasing generation from renewable resources — PURC’s report paints a picture of the
challenges unique to South Carolina. These include, among others, a coal-dominated electricity
generation mix that emitted 60 million tons of CO2 in 2007 alone; energy usage patterns that
place the State at least fifth nationally for electricity consumption; disadvantageous
demographics, most notably a ranking of fortieth in median household income; and a dearth of
renewable energy sources.

As a testament to our federal delegation’s interest in this pressing issue and their respect for the
work PURC has done thus far, the entire delegation was present on February 4th and listened
intently to the presentation on South Carolina’s energy portrait and the potential effect on this
State of pending federal legislation.

¢ Comments to the federal Surface Transportation Board (STB) Regarding Coal Transport
Prices by Rail. In keeping with its mission to represent the public interest, the ORS sent a letter to
the STB dated March 20, 2009, requesting to meet with officials concerning the rapidly
accelerating cost of coal transportation via rail for electric fuel generation and its impact on electric
consumers.

As part of the annual fuel reviews for investor-owned electric utilities, the ORS has observed —
for two of the regulated electric utilities generating electricity for South Carolina consumers —
rail rate increases of between 50% and 100% on expiring five- and ten-year contracts
respectively. Fuel transportation charges, which represent approximately one third of the total
delivered cost of coal, are passed through to consumers. These two rail rate increases alone
will result in annual additional charges of over $100,000,000 to consumers.

The ORS held discussions on this issue with each of the regulated coal-fired electric generating
utilities. The collective concern is that rail transportation rates for coal are escalating at
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percentages that vastly exceed most commonly used and accepted price escalators.

The objective in discussing this matter with STB officials was to bring this issue to the
forefront so that our State’s captive electric generating plants are not put in the unfortunate
position of having to pay exorbitant unjustified prices for coal transportation. Ultimately, such
cost increases would be borne by the consumers.

In addition, the ORS Executive Director sent a letter to the S.C. Congressional Delegation in
May of 2009 seeking their support of federal legislation to improve regulatory oversight of
railroad rates. Electric utilities that depend heavily on coal as fuel for generating plants are
now paying railroads an exorbitant amount to have the coal delivered. Delivery of coal by truck
is neither practical nor economically feasible due to the large amount of coal needed. In
addition, most generating plants are captive to only one railroad company for delivery. The
costs to build a rail to a competing railroad are also not economically feasible. The result is that
South Carolina utilities are captive customers of a specific railroad. As noted earlier, rail
transportation charges currently represent approximately one third of the total delivered cost of
coal.

¢ Activities at FERC. Filed motions to intervene or filed comments with the Federal Energy
Regulatory Commission (FERC) to represent the public interest of South Carolina in utility
regulation on the following matters:

o Intervention in Columbia Energy Application to FERC for Recovery of Charges from
South Carolina Electric & Gas Company (SCE&G). Columbia Energy LLC, an indirect,
wholly-owned subsidiary of Calpine Corporation and an independent power producer in
South Carolina, petitioned the FERC regarding charges the company felt it should be paid
for reactive power it may provide to SCE&G. Parties to the case were Columbia Energy,
SCE&G, FERC, and the ORS. While this was a wholesale energy issue, the ORS
intervened to minimize the impact on retail customers’ rates. The ORS participated in a
settlement among all parties which reduced Columbia Energy’s requested $1,100,000 to
$488,000 — representing a savings to retail customers of $612,000.

o Intervention in FERC Case Involving Southern Natural Gas Company. The ORS filed
a Motion to Intervene in a FERC docket in which Southern Natural Gas Company
(Southern) filed revised transportation tariff sheets reflecting an increase of approximately
36% over the currently effective rates. In addition to the increased rates, Southern seeks
changes to the general terms and conditions of its FERC tariff.

According to Southern, the proposed rates reflect 1) increases in operation and maintenance
expenses 2) increases in Southern’s overall depreciation expense 3) increases in Southern’s
rate base and 4) an increase in Southern’s overall rate of return and related taxes. Because
natural gas service and the rates for natural gas service of jurisdictional utilities and
consumers within South Carolina will be affected by the outcome of this proceeding, the
ORS filed to be a party in the matter. The ORS filed its motion on March 13, 2009, and an
initial settlement conference for all parties was held on August 13, 2009. Southern’s
increase went into effect September 1%, subject to refund if the rates approved at the
conclusion of the case are lower than the rates proposed and placed into effect by Southern.
Settlement discussions are still ongoing.
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o Comments regarding the draft Environmental Impact Statement (EIS) for Duke
Energy Carolinas’ Catawba-Wateree Hydroelectric Project (Project). The ORS filed
comments in June of 2009 with FERC requesting that it exclude the following
recommendations from the final EIS and the new license to be issued for the Project: 1) to
re-acquire and restore contiguous Project shoreline segments and 2) to create a flood zone
on Lake Wateree to limit all new shoreline development. The ORS felt that these
recommendations would have a substantial negative impact on the public interest due to the
projected economic impact of the proposed recommendations on Duke’s electric customers
in South Carolina. The FERC issued the final EIS on July 23, 2009; neither of the
aforementioned recommendations was incorporated into the final EIS. At the time of this
writing, this matter is not concluded as the FERC has yet to issue a license order.

Comments to the Federal Communications Commission (FCC). Filed comments with the FCC
to represent the public interest of South Carolina in utility regulation on the following matter:

o Submitted comments in response to the agency’s request for comments regarding Universal
Service and inter-carrier compensation reform. The ORS’ comments focused on two key
issues: 1) that reform of the Universal Service Fund is needed and 2) that consumers in
South Carolina may be unfairly penalized by the inter-carrier compensation changes
proposed by the FCC. ORS staff will continue to monitor FCC proposals on these issues.

Administrative:

¢

Move to New Offices. Moved the agency to its new headquarters at 1401 Main Street. The new
location provides a very attractive and efficient work environment at a cost that is less per square
foot than the prior location.

Web Site Enhancement Project. Researched and developed a plan to update the ORS web site and
began implementing the plan in collaboration with DSIT (Division of State Information
Technology). The revamped site, in addition to having an updated look, will be more user friendly
for consumers and will feature a prominent Consumer Services menu on the home page.

New Data Base System. Continued implementation of the agency’s new data base system that
underwent a successful conversion to a .Net environment at the end of FY 07-08. The new system
has increased efficiency for the agency in terms of eliminating duplication of forms and reducing
processing and data entry time. Moreover, the system allows for more effective monitoring and
enforcement of regulatory compliance.

Key Strategic Goals for the Present and Future Years

Represent the public interest with integrity and impartiality by balancing the concerns of all
stakeholders.

Monitor utility compliance with rules, regulations, and statutes.

Operate the ORS with professional excellence.

Develop and maintain productive and trusting relationships through communication with all
stakeholders.
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4. Key Strategic Challenges

Mission:

¢ Increase online accessibility and knowledge transfer to customers and stakeholders for needed
Services.

¢ Monitor federal and state laws and regulations, make policy recommendations, and advocate for
changes where necessary.

¢ Interpret and analyze the impact of federal and state statutory and regulatory developments in the
various utility industries and advocate for changes when necessary.

¢ Interpret and analyze the impact of external market factors on fuel prices, transport prices, and other
factors that may ultimately affect rates charged and service provided by regulated utilities.

¢ Create consumer outreach efforts to include new and existing programs as well as new
promotional/educational materials and presentations.

Operational:

¢ Maximize intra-office efficiency through leadership opportunities and cross-functional, inter-
departmental communication and collaboration.

¢ Develop mutually beneficial alliances with other governmental agencies and organizations for both
policy and administrative matters.

¢ Continue to enhance and broaden utilization of a new regulatory data base system while training
staff to make full use of the system.

Workforce:

¢ Increase staff expertise in regulatory and technical matters through interdepartmental training and
sharing of best practices.

¢ Retain and recruit qualified employees comparable to industry standards; develop the necessary
expertise for changes in the utility industry and for cyclical, seasonal, or evolving changes in
workload; and provide appropriate career management to include knowledge transfer, career path
planning, and leadership development.

5. Use of Accountability Report to Improve Organizational Performance

The Accountability Report is an integral tool in the agency’s continuous improvement process
involving input from the agency leadership team, agency staff, the State Regulation of Public Utilities
Review Committee, and the South Carolina Legislature. It provides a benchmark by which progress can
be gauged on key measures of performance. This information is used in conjunction with the agency’s
strategic planning process and quarterly planning meetings to guide the course of the agency in
fulfilling its mission and objectives. (Refer to Section Il Organizational Profile, Item 8, for a more
complete description.)

Section Il — Organizational Profile

1. Main Products and Services and Primary Delivery Methods. The main products and services of
the ORS are delivered as follows:

¢  Representing the interest of consumers — legal representation in rate setting and other regulatory
matters; inspections; audits; safety monitoring; and consumer advocacy and education




Page 11 of 52

¢ Representing the interest of regulated utilities — audits; technical assistance; economic analysis;
policy recommendations; and rate adjustment application reviews

¢ Representing the interest of the economic development of the State — facilitation of balanced
settlements; economic analysis and recommendations; policy recommendations

2. Key Customer Groups and Their Key Requirements/Expectations.

The ORS is charged with representing the public interest of South Carolina in utility regulation for the
major utility industries — electric, natural gas, telecommunications, water/wastewater, transportation,
and low-level radioactive waste disposal — before the PSC, the court system, the S.C. General
Assembly, and federal regulatory bodies. The ORS also has oversight responsibility for railroad safety
and natural gas pipeline safety in South Carolina.

For purposes of utility regulation by the ORS, S.C. Code Annotated § 58-4-10 defines public interest as
a balance among three essential components:1) concerns of the using and consuming public 2)
financial integrity of public utilities and 3) economic development of South Carolina.

Key Customer Groups:
1. consumers of regulated utilities
2. public utilities
3. citizens of South Carolina

Key Requirements/Expectations:

By law, as defined in S.C. Code Annotated 8§ 58-4-10, the key expectation of all ORS customers is that
the agency represent the public interest in utility regulation. In fact, the ORS is the only state agency
with this authority. To fulfill this mandated customer expectation, the ORS provides key services to its
customers as categorized below:

¢ In legal matters ~
o Filing testimony
Providing staff witnesses
Securing expert witnesses, as necessary
Conducting formal mediations/arbitrations
Initiating/mediating settlement agreements
Conducting audits -- On-site audits, business audits, management audits, and prudence
audits
o Conducting studies of purchase practices and other operating procedures

0O O O O O

¢ In consumer issues ~
o Educating consumers of public utility services
o Investigating and resolving complaints and inquiries
o Informally mediating consumer complaints
o Providing on-site equipment testing
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o Administering funding for assistance programs like Lifeline and Link-up, Sprint Relay
Center, Telecommunications Relay Service, and Telephone Equipment Distribution
Program

o Administering the Universal Service Fund (USF) and Interim LEC Fund

¢ In safety matters ~
o Inspecting the State’s railroad system
o Monitoring natural gas pipeline safety
o In collaboration with other state agencies, monitoring safety issues in transportation and
water/wastewater

¢ In policy matters ~
o Monitoring regulatory and statutory developments at the state and federal levels
o Developing and advocating policy positions, to include conducting major studies, that
represent the public interest with state and federal lawmaking and regulatory bodies

¢ In economic development matters ~
o Providing input on utility facility siting and on certifications of public convenience and
necessity
o Providing input on territorial matters involving utilities
o Reviewing and making recommendations regarding utility-filed industrial economic rate
incentives

3. Key Stakeholder Groups (other than customers). S.C. General Assembly; S.C. Public Service
Commission (PSC); affiliated state agencies; ORS employees; attorneys appearing before the PSC; the
media

4. Key Suppliers and Partners. S.C. Budget and Control Board; State Regulation of Public Utilities
Review Committee; federal regulatory agencies; affiliated state agencies

5. Operation Locations. The ORS is located at 1401 Main Street in Columbia, South Carolina. The
agency occupies the eighth and ninth floors.

6. Number of Employees. At the end of FY 2008-2009, the ORS had 74 unclassified positions.

7. Regulatory Environment under which ORS Operates. The ORS abides by the mandates and
standards of Act 175 of 2004; Act 318 of 2006; Base Load Review Act of 2007; the Occupational
Safety and Health Administration (OSHA); the American Disabilities Act (ADA); the S.C. Budget and
Control Board guidelines and codes; the S.C. Comptroller General and the S.C. Treasurer accounting
requirements; and the S.C. Human Affairs Commission.

8. Performance Improvement System. The creation of the ORS represents a major reform in
accountability within the realm of utility regulation. The legislation creating the ORS also created the
State Regulation of Public Utilities Review Committee (Review Committee) to oversee the agency. The
ten-member Committee includes three members from the S.C. Senate, three from the S.C. House of
Representatives, and four appointed by the S.C. General Assembly from the general public.

The Review Committee plays a central role in the agency’s performance improvement system. For the
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ORS as a whole, the Committee established approximately 35 performance measures. In addition, the
Review Committee established agency goals that form the strategic plan. The performance measures
are categorized as objectives or action items under the goals of the strategic plan. Each year, the
Review Committee evaluates the agency based on its goals and performance measures. In addition, the
Review Committee conducts an annual survey of individuals who have had contact with the ORS
concerning matters filed with the Public Service Commission. This includes matters negotiated by the
ORS as well as matters heard by the PSC in which the ORS participated. The Review Committee also
conducts an annual survey of ORS employees. The information from these surveys, as well as other
information gathered by the Review Committee, is used by the Committee to evaluate the ORS
performance and that of the Executive Director.

Accountability for performance is built into this system at all levels, beginning with the Executive
Director. The Review Committee evaluates the performance of the Executive Director at the same time
that it evaluates the agency’s performance. The Executive Director’s main performance goals are the
agency goals. In turn, the performance goals of the Chief of Staff and other members of senior
management are linked to agency goals. Also, each member of senior management has as an EPMS
objective to contribute to the overall success of the agency by supporting agency goals. At the
departmental level, senior management use the goals and objectives of the EPMS process as a means of
linking accountability for agency performance to each individual’s performance and evaluation. All
ORS staff members are evaluated within the EPMS cycle in relation to their contribution toward the
agency’s success in fulfilling its mission. Agency values (listed in the Executive Summary, Item 1) are
included on each staff member’s EPMS appraisal as performance characteristics. Each value is stated,
along with a definition as it pertains to the ORS. Employees receive a rating of Acceptable or
Unacceptable for each value. The ORS implemented a universal review date so that agency and
individual performance can be linked and assessed simultaneously.

The Review Committee developed the ORS performance measures to ensure that the agency
continuously monitors and improves the processes necessary to fulfill its mission. Toward this end, the
ORS has established a performance improvement system. The Executive Director, Chief of Staff, and
other members of senior management (directors) comprise the Executive Management Team (Team)
that leads this effort. Under the Team’s direction, each ORS department monitors performance
measures relevant to its role within the agency. The performance measures are updated and reviewed
by the Team during quarterly strategic planning meetings. Trends in performance, both positive and
negative, are readily identified in this way and communicated to appropriate staff members via their
department director with recommendations on how to effect any necessary changes. Weekly
departmental meetings provide a frequent means for two-way communication with regard to making
improvements.

In addition to the quarterly strategic meetings, the Team has an annual strategic planning session. At
this session, team members assess the agency’s current strengths and opportunities using a SWOT
(Strengths, Weaknesses, Opportunities, and Threats) analysis. Based on this assessment, the agency’s
performance measures within the strategic plan are modified as necessary to keep the plan aligned with
the agency’s mission.
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Base Budget Expenditures and Appropriations

07-08 Actual Expenditures

08-09 Actual Expenditures

09-10 Appropriations Act

MajorBudget
Categories

General
Funds

Total Funds

General
Funds

Total Funds

General
Funds

Total Funds

Personal Service

$4,122,524 | $0

$4,155,435 | $0

$4,847,392 | $0

Other Operating | $1,489,511 | $0 $1,117,258 | $0 $1,114,401 | $0
Special Items $3,710,939 | $0 $3,687,277 | $0 $4,165,696 | $0
Permanent

Improvements | $0 $0 $0 $0 $0 $0
Case Services $0 $0 $0 $0 $0 $0
Distributions

to Subdivisions | $0 $0 $0 $0 $0 $0

Fringe Benefits

$1,109,740 | $0

$1,136,808 | $0

$1,357,270 | $0

Non-recurring

$0 $0

$0 $0

$0 $0

Total

$10,432,714 | $0

$10,096,778

$11,484,759 | $0

Other Expenditures

Sources of Funds 07-08 Actual Expenditures | 08-09 Actual Expenditures
Supplemental Bills 0% $0
Capital Reserve Funds | $0 $0
Bonds $0 $0




11. Major Program Areas Chart
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Program Major Program Area FY 07-08 FY 08-09 Key Cross
Number Purpose Budget Expenditures Budget Expenditures References for
and Title (Brief) Financial Results*
| State: State: 7.1-1,7.1-2,7.1-3,7.1-4
-To represent ORS and the public in Federal: Federal:
legal proceedings before the Public | )
I Legal Sy o T8 "I other: 825,640.00 Other: 816,104.00
-To provide |ega| services to ORS Total: 825,640.00 Total: 816,104.00
% of Total Budget: 8% % of Total Budget: 8%
- id . State: State: 7.1-2,7.1-3,7.1-4, 7.1-5,
I1. Support Services -0 provide ?‘:Stomer fetr."'ce to 7.1-6,7.1-7,7.2-1, 7.2-2,
CONSUMErs o dfa”Splort ad'o?_l_t_ Federal: Federal: 7.2-3,7.2-4,7.2-5
C?g‘ggp;gfrﬁgugfguoi fegﬂlét'e:jes Other: 1,617,078.00 Other: 1,540,772.00
utilities Total: 1,617,078.00 Total: 1,540,772.00
% of Total Budget: 16% % of Total Budget: 15%
-To ensure safety of State railways State: State: 771121(7)1741 111; : 17'112_8’
. -To monitor regulated T e e
I11. Telecommunications, LS Federal: Federal: 7.2-5,7.2-6,7.2-7
T . d telecommunications, water and ' ’ '
Wastewater transportation carriers. Total: 1,527,787.00 Total: 1,372,494.00
% of Total Budget: 15% % of Total Budget: 14%
State: State: 7.1-2,7.1-3,7.1-6,7.1-9
- . -To ensure safety of gas pipelines Federal: Federal: 7.2-4
gg.sunhtues, Electric and -To monitor regulated electric and Other: 1,103,021.00 Other: 1,181,914.00
gas utilities Total: 1,103,021.00 Total: 1,181,914.00
% of Total Budget: 10% % of Total Budget: 12%
) State: State:
-To regulate a statewide program to Federal: Federal:
provide access to basic phone o o
V. Dual Party service for the hearing and speech Other: 3,710,939.00 Other: 3,676,657.00
impaired Total: 3,710,939.00 Total: 3,676,657.00
% of Total Budget: 36% % of Total Budget: 36%
Below: List any programs not included above and show the remainder of expenditures by source of funds.
Remainder of Expenditures: State: State:
Federal: Federal: 7.3 through 7.5
Other: 1,648,250.00 Other: 1,498,217.00
Total: 1648,250.00 Total: 1,498,217.00
% of Total Budget: 15% % of Total Budget: 15%

* Key Cross-References are a link to the Category 7 - Business Results. These References provide a Chart number that is included in the 7th section of this document.
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Section 11l — Elements of the Malcolm Baldrige
Criteria

1.0 Senior Leadership, Governance, and Social Responsibility

The leadership team of the Office of Regulatory Staff, referred to earlier as the Executive Management
Team (Team), continuously monitors all operational and financial aspects of the agency to address the
impact of internal and external factors. This is done through a continuous improvement/strategic
planning process as described in Section Il Organizational Profile, Item 8, Performance Improvement
System.

1.1 How do senior leaders set, deploy, and ensure two-way communication for:

A Short-and Long-term Organizational Direction and Organizational Priorities. The
Review Committee sets the long-term direction and organizational priorities for the ORS through the
agency goals (strategic plan) and agency performance measures (objectives or action plans) that it
establishes. Within these established parameters for the long term, the Team manages the short-term
direction of the agency. The members of the Team communicate expectations and get feedback from
staff through weekly departmental meetings, topic-specific meetings, day-to-day communications, the
EPMS process, the strategic planning process (including quarterly meetings and annual re-alignment
session), and the office policy manual. This continuous exchange of information and feedback is a
critical element of the agency’s performance improvement system.

B. Performance Expectations. As noted earlier, the Review Committee established agency
performance measures that are categorized as objectives or action plans under the goals of the strategic
plan. Management is responsible for providing quarterly written updates to senior management
regarding their respective areas’ accomplishments in relation to the agency performance measures.
Weekly departmental meetings provide a forum for supervisor-staff interaction regarding performance.

In addition, agency performance measures are directly linked to individual staff members’ EPMS
planning stages at all levels of the agency. Supervisors are responsible for monitoring and evaluating
these measures through the EPMS review process for actual performance.

C. Organizational Values. Agency values (listed in the Executive Summary, Item 1) are included
on each staff member’s EPMS appraisal as performance characteristics. Each value is stated, along
with a definition as it pertains to the ORS. Employees receive a rating of Acceptable or Unacceptable
for each value. Through this system, employees and their supervisors have a means of tying
performance to values. More generally, agency values are communicated through visual displays in the
agency’s meeting rooms, through the ORS web site, and by positive examples of conduct from the
Executive Director and other agency leaders.

D. Ethical Behavior. As mandated by the agency’s enabling legislation, all ORS staff members
participate in six hours of ethics training annually. In addition, State Office of Human Resources core
policies are incorporated into the agency policy manual and are carried out through standard operating
practices at all levels of the agency.
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1.2 How do senior leaders establish and promote a focus on customers and other stakeholders?

The ORS has a Consumer Services Division whose purpose is to provide a way for consumers to voice
questions, complaints, or inquiries regarding their utilities. In addition the ORS, under the guidance of
its senior leaders, has created several customer-oriented communication, feedback, and tracking
systems. A few examples are as follows 1) an agency web site dedicated to informing and
communicating with customers and stakeholders — this web site includes a comprehensive section
dedicated to consumer issues, an online consumer complaint/inquiry form, and a variety of
downloadable forms 2) a periodic newsletter sent to the State Regulation of Public Utilities Review
Committee 3) quarterly strategic planning meetings 4) a periodic newsletter sent to regulated motor
carriers 5) a periodic newsletter sent to water/wastewater companies 6) customer service compliance
reviews with utilities’ business offices 7) educational workshops and remote education initiatives for
regulated utilities 8) accessibility and prompt responsiveness to members of the media 9)
communications, both formal and informal, with members of the S.C. Legislature to respond to
requests on behalf of constituents and to keep them informed of the agency’s progress and 10) PURC
surveys of individuals who have had contact with the ORS concerning matters filed with the Public
Service Commission (PSC). This includes matters negotiated by the ORS as well as matters heard by
the PSC in which the ORS participated.

1.3 How does the organization address the current and potential impact on the public of its
products, programs, services, facilities, and operations, including associated risks?

As noted earlier, the ten-member Review Committee includes members of the S.C. General Assembly
as well as members from the general public. In its oversight of the ORS, the Review Committee is
continuously mindful of its accountability to the citizens of the State.

From an agency standpoint, the strategic planning process -- which includes quarterly strategic
planning meetings -- and the performance improvement system provide for an ongoing means of
evaluating and effectively addressing the current and future needs of the agency and those it serves.
The ORS tracks its key performance measures and seeks professional assistance of other state
agencies, federal agencies, or consultants in areas that require expertise beyond the agency staff. Both
formal and informal feedback from various stakeholder groups is assessed and used in making
adjustments to programs, products, or services.

With regard specifically to pleadings by regulated utilities, the potential effect on each facet of the
public interest is part of the consideration of findings that the ORS reviews in making its
recommendations.

1.4 How do senior leaders maintain fiscal, legal, and requlatory accountability?

Agency senior leaders are responsible for monitoring and maintaining accountability in all agency
operations for both state and federal regulations through continuous review of operations, including
monthly meetings to review the budget and staffing; accountability to the Review Committee,
including regularly scheduled meetings of the ORS Executive Director with the Review Committee’s
Chair of the ORS Subcommittee; quarterly strategic planning meetings; ongoing legal consultation;
continuous contacts with accountability personnel from other regulatory agencies (state and federal);
attention to high standards of operation; and implementation of accountability systems through
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technology.

The ORS uses the GAFRS accounting system and the Human Resources Information System to assist
in maintaining and reporting accountability on the fiscal level. Senior leaders work with other state
agencies to ensure compliance with other state guidelines and laws.

1.5 What key performance measures are regularly reviewed by your senior leaders?

¢ Regulatory fiscal oversight (including case management, audits and tracking of utilities’ finances,
etc.)

Regulatory compliance

Safety oversight

Customer satisfaction

Education and outreach

Budget and finance

Human resources

* & & & 0 o

1.6 How do senior leaders use organizational performance review findings and employee
feedback to _improve their own leadership effectiveness, the effectiveness of management
throughout the organization including the head of the organization, and the governance
board/policy _making body? How do their personal actions reflect a commitment to the
organizational values?

As noted in Section 1.1-B, the Review Committee established agency performance measures that are
categorized as objectives or action plans under the goals of the strategic plan. The Review Committee
evaluates the agency annually based on the performance measures. As part of the evaluation, the
Committee conducts an annual survey of individuals who have had contact with the ORS concerning
matters filed with the Public Service Commission (PSC). This includes matters negotiated by the ORS
as well as matters heard by the PSC in which the ORS participated. The Committee also conducts an
annual survey of ORS employees. The information from these surveys is used by the Review
Committee to evaluate the ORS performance and that of the Executive Director. Regularly scheduled
meetings of the ORS Executive Director with the Review Committee’s Chair of the ORS
Subcommittee provide another means for ensuring ongoing input from and communication with the
Review Committee.

The Committee provides the Executive Director and senior leaders with feedback based on these
evaluations. The Executive Director and senior leaders use this information -- along with feedback
they continuously gather based on quarterly strategic planning meetings, weekly meetings, and day-to-
day interactions with staff -- to make adjustments that may improve the effectiveness of their
leadership or management styles.

As noted in detail in 1.1-C, the Executive Director and senior management communicates the values of
the ORS through the EPMS review process as well as by providing positive examples of leadership.
The Executive Director and senior leaders encourage open communication and collaboration among all
staff and departments, implement goal-oriented planning, and adhere to and model agency policies and
procedures.
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1.7 How do senior leaders promote and personally participate in succession planning and the
development of future organizational leaders?

Human Resources and senior management hold monthly workforce planning meetings and quarterly
strategic planning meetings. These meetings include reviews of staff profiles (knowledge inventory,
number of years to retirement, etc.) and training levels and trends. These assessments provide senior
management with ongoing current information regarding staffing strengths and weaknesses so that
they can plan organizational structuring and re-structuring needs with further role definition of
employees.

1.8 How do senior leaders create an environment for performance improvement and the
accomplishment of strategic objectives?

The ORS, its Executive Director, and its senior leaders operate within an environment of
accountability as determined by the agency’s enabling legislation and its oversight by the Review
Committee. Each year, the Review Committee reviews the accomplishments of the ORS. Guidance
provided to the agency based on these reviews is incorporated into senior management’s priorities and
plans for continuous improvement. These priorities and plans are communicated and implemented at
all levels of the agency.

Furthermore, senior management engages in the following practices to create the desired environment
for continuous improvement: encourages employees to take initiative and to solve problems; supports
the efforts of staff to try new approaches; tracks performance measures for the agency in tandem with
the strategic planning cycle; shares feedback with employees through the EPMS cycle; and exchanges
information with employees through both regularly scheduled and informal meetings and an employee
suggestion box.

1.9 How do senior leaders create an environment for organizational and workforce learning?

The Executive Director and senior leaders encourage employees to participate in training conferences
and in industry-specific workgroups such as the National Association of Regulatory Utility
Commissioners (NARUC) and its regional counterpart SEARUC (for the Southeast). In addition,
senior leaders -- in consultation with Human Resources -- periodically assess the needs of the agency
and bring in experts to conduct internal training seminars.

1.10 How do senior leaders communicate with, engage, empower, and motivate the entire
workforce throughout the organization? How do senior leaders take an active role in reward
and recognition processes to reinforce high performance throughout the organization?

The management team developed and implemented an employee recognition program. This program
encompasses a variety of efforts to recognize employees including Employee Week (which coincides
with State Government Employee Recognition) and a Regulatory Rewards peer-award program that
allows co-workers to recognize the contributions of their peers. Staff members’ accomplishments are
highlighted each month in the Review Committee newsletter.

Senior leaders meet regularly with employees to communicate expectations, share information, and
recognize employees for a job well done. In addition to the EPMS process, the Executive Director also
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communicates regularly with the agency via email regarding agency successes, compliments received
regarding the agency, and individual successes of employees or departments.

1.11 How do senior leaders actively support and strengthen the communities in which your
organization operates? Include how senior leaders determine areas of emphasis for
organizational involvement and support, and how senior leaders, the workforce, and the
organization contribute to improving these communities.

Senior leaders determine areas of emphasis for organizational involvement based on the needs of those
the ORS is charged to represent. Examples of civic efforts undertaken collectively by senior leaders
and the workforce in FY 08-09 include The First Ladies Annual Walk for Life, the Harvest Hope Food
Bank, the United Way of the Midlands fund drive, and the Muscular Dystrophy Association’s annual
Jail-a-thon. Individually, both senior leaders and other ORS staff are very active participants in civic
and community efforts.
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Supported Agency Related FY 08-09 and beyond Key Cross
Strategic Planning Key Agency Action Plan/Initiative(s) References for
Goal/Objective And Timeline for Accomplishing the Plan(s) Performance Measures*

1. Provides technical assistance to new entrants
. . 2. Enforces rules, regulations and laws equitably
Represent the publlc_lnteres'g by b_ala_ncmg _the 3. Keeps abreast of issues 7.1-1,7.1-2,7.1-3,7.1-4,7.1-
Agency concerns of the public, the financial integrity of : .
Wide oublic utilities and the economic development of 4. Balances the interest of-consume_rs ,Jc_)b 5,7.1-6,7.1-7,7.1-8, 7.1-
sC development and retention and financial well 9,7.1-10,7.1-11,7.1-12, 7.2-4
' being of the utilities
Timeline: Ongoing
1. Resolves consumer complaints in a timely
manner
2. Solicits public input on emerging issues
3. Consults with expert to assess emerging trends
6\/%32%/ Is responsive to the public 4. iLrJ#cl)lrzrﬁz(;ts website so that consumers may be 7.2-1, 7.2-72.,2?.72-3, 7.2-4,
5. Publishes consumer brochures and publications
6. Provides regular briefings to the media
7. Provides media alerts
Timeline: Ongoing
1. Has processes to alert stakeholders of industry
developments
2. Retains outside experts when needed
3. Reviews and analyzes the impact of state court
Agency Is alert to and anticipates federal regulatory and decisions and federal agency and court 79.479-771-11
Wide industry developments and their effect on SC decisions s
4. Pays attention to the interplay between state
regulation and the federal intention to regulate
5. Maintains knowledge
Timeline: Ongoing
1. Hires and retains qualified personnel 7.1-1,7.1-2,7.1-3, 7.1-4,7.1-
Are marked by professional excellence 2. Provides professional training and Ethics 5,7.1-6,7.4,75
Agency workshop
Wide 3. Provides internally organized and staffed
educational programs
4. Provides its employees with tools they need
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and equips the office

5. Embraces technology in the workplace
6. Optimizes consumer education and outreach 7.1-1,7.1-2,7.1-3,7.1-4,7.1-
Are marked by professional excellence and seeks out persons who qualify for special 5,7.1-6,7.2-5,7.2-6,7.2-7, 7.3
(Continued...) assistance programs
7. Participates in state regulatory proceedings and
appeals and federal regulatory proceeding and
court cases
8. Provides input in legislative matters
9. Handles properly legislators requests
10. Coordinates appropriately with other state
agencies
Timeline: Ongoing
1. Inspects public utilities and enforces laws and
regulations
2. Minimizes the regulatory burden on companies
Agency _ _ by ta_tki_ng steps to assist in settlements and 7.1-1,7.1-2,7.1-3,7.1-4,7.1-
Wide Promotes excellence in each regulated industry mgd_lat!ons _ _ 5,7.1-6, 7.1-7, 7.1-8,7.1-9,
3. Minimizes the regulatory burden by improving 7.1-10,7.1-11,7.1-12,75
methods for submitting and access information
4. Keeps abreast of best practices
Timeline: Ongoing
1. Provides access to information
2. Resolves disputes in a timely manner
3. Number of complaints processed, audits
performed, enforcement actions brought and
commission proceedings participated in justify 71-171-271-3 7.1-4.7 1-
the number of employees and operational costs | 2’5" "2 7 7’1 5719
. . of the ORS i
Agency Provides value to the citizens . . . . 7.1-10,7.1-11, 7.1-12, 7.2-1,
Wide 4. Societal _bgneﬂ_ts of gtlllty rate stability and 79.279.379.472.5
affordability, financial performance, 7 2—6’7 2_7’ 73 7 47 5
infrastructure investment, environmental B
protection exceeds the monetary costs of the
operation
Timeline: Ongoing

*Key Cross-References are a link to the Category 7 - Business Results. These References provide a Chart number that is included in the 7th section of this document.
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2.1 What is your strateqgic planning process, including KEY participants, and how does it
address:

Members of the Executive Management Team (Team) and the Review Committee are the key
participants in the strategic planning process. As noted in Section Il, Organizational Profile, Item 8
Performance Improvement System, the Team’s members include the Executive Director, Chief of
Staff, and other members of senior management (directors). The strategic planning process has key
process steps that flow cyclically as follows:

1. Quarterly reviews of the strategic plan in which performance measures are evaluated, trends

identified, and recommendations are formulated to be shared with appropriate departments via

their Team representative

Annual planning session to realign the plan

3. Creation of the following fiscal year’s projected budget, based on priorities and needs identified in
the strategic plan, to be submitted to the Budget Office as approved by the PURC

no

A. Your Organization’s Strengths, Weaknesses, Opportunltles, and Threats (SWOT). During the
annual strategic planning session, the Team reviews the prior year’s SWOT analysis and updates it to
identify currently perceived strengths, weaknesses, opportunities, and threats. Using that information,
senior leaders update the strategic plan and realign objectives for the long term and for the coming
year.

B. Financial, Regulatory, Societal, and Other Potential Risks. Through the SWOT analysis
process, perceived risks and threats (both internal and external) are identified and addressed through
strategic objectives in the plan.

C. Shifts in Technology and Customer Preferences. Regular reviews of the strategic plan by the
Team as well as attendance at industry-related conferences help assess the efficacy of the plan in the
context of any changes in the environment (both technological and consumer-oriented) so that the plan
can be adjusted accordingly. Societal and customer-preference shifts are also assessed by tracking the
types and frequencies of complaints and inquiries received by our Consumer Services Division,
monitoring current issues, trends, legislation, and regulations on the state and federal levels, and
staying abreast of industry-specific issues.

D. Workforce Capabilities and Needs. Within the strategic planning process, workforce planning
meetings are held monthly by Human Resources and senior management to examine organizational
structure, staffing patterns, and training trends and needs. This information is analyzed, and necessary
adjustments are made to ensure that the agency is structured in the way that best meets current needs
and that knowledge transfer and succession planning are accomplished. The information is submitted
to the PURC for funding needs and programmatic goals.

E. Organizational Continuity in Emergencies. ORS systems such as GAFRS and various data
bases, including those that outline ORS processes for conducting work and the new ORS-PSC data
base system, are housed electronically with the Division of State Information Technology (DSIT) of
the S.C. Budget and Control Board. The DSIT has back-up systems in the case of power loss or other
emergencies. In addition, the DSIT has a disaster recovery and business continuity plan designed to
protect the systems and information entrusted to that organization.
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F. Ability to Execute the Strategic Plan. The strategic planning process for the ORS is designed to
receive input from all levels of the organization. Members of the Team discuss the strategic plan with
their departmental staff at regular intervals. During the quarterly update meetings for the plan and the
annual planning session, input from departmental staff is shared with the rest of the leadership team
and becomes part of the analysis to determine what is and is not still a viable part of the plan and to
measure accomplishments toward goals. In this way, the plan remains a viable and effective course of
action for the agency.

2.2 How do your strategic objectives address the strategic challenges you identified in your
Executive Summary (Section I, Question 4)?

Objectives have been established by the Review Committee to meet the strategic challenges. Within
the parameters of these objectives, the agency has developed components that address the strategic
challenges and support the strategic plan. These components include, among others, providing
training; monitoring state and federal regulations and legislation; attending conferences; conducting
process reviews; embracing technology; and monitoring workforce issues and trends.

2.3 How do you develop and track action plans that address your key strategic objectives and
how do you allocate resources to ensure the accomplishment of your action plans?

Action plans are developed and updated through the quarterly meetings of the strategic planning
process. As each plan is implemented, the ORS documents processes and tracks data as a means of
evaluating the effectiveness of the plan. The implementation and ongoing evaluation of action plans is
discussed regularly at management and departmental meetings. Resources are allocated by evaluating
available staff, workload, and priorities.

2.4 How do you communicate and deploy your strategic objectives, action plans, and related
performance measures?

As noted earlier (Section 11, Organizational Profile, Item 8 Performance Improvement System), the
Review Committee established agency performance measures that are categorized as objectives or
action plans under the goals of the strategic plan. Under the Team’s direction, each ORS department
monitors its performance relevant to its role within the agency. The performance measures are updated
and reviewed by the Team. Trends in performance, both positive and negative, are readily identified in
this way and communicated to appropriate staff members via their department director with
recommendations on how to effect any necessary changes. Weekly departmental meetings provide a
forum for two-way communication with regard to making improvements.

2.5 How do you measure progress on your action plans?

The ORS continuously collects a variety of data and feedback to track progress on its action plans.
Many measures are quantifiable and directly attributable to actions taken by the agency. A second
category of measures are those that, while often quantifiable, may be partially attributable to actions
taken by outside entities with which we collaborate to achieve a collectively desired result. (An
example of this type of collaboration would be the recruitment of a new industry to the State.) A third
category of measures include those that are qualitative in nature, such as feedback received through
daily interactions with various stakeholder groups. All types of measures are aggregated, reviewed,
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and analyzed at quarterly management team meetings, and adjustments are made as necessary to best
achieve progress on the action plans.

2.6 How do you evaluate and improve your strategic planning process?

The ORS meets on a regular basis to review and re-align the strategic plan. The measures toward
accomplishing goals and objectives provide information that we use to modify the process as
necessary.

3.0 Customer and Market Focus

3.1 How do you determine who your customers are and what their key requirements are?

The customers of the ORS and their key requirements are determined according to the agency’s
enabling legislation, which defines customer groups as facets of the public interest: 1) concerns of the
using and consuming public 2) financial integrity of public utilities and 3) economic development
of South Carolina. As defined in S.C. Code Annotated § 58-4-10, the key expectation of all ORS
customers is that the agency represent the public interest in utility regulation. To fulfill this mandated
customer expectation, the ORS meets the key requirements of these customer segments by fulfilling
the investigative, legal, prosecutorial and educational roles necessary to utility regulation.

3.2 How do vyou keep vyour listening and learning methods current with changing
customer/business needs and expectations?

The ORS employs several means of keeping current with changing customer/business needs and
expectations. The agency and its staff are affiliated with professional regulatory organizations such as
the National Association of Regulatory Utility Commissioners (NARUC). These professional
affiliations provide a forum for sharing best practices among regulatory agencies and identifying
trends nationwide and regionally.

On the state level, the ORS collaborates with other state agencies to keep abreast of new technology in
the provision of services to its customers. The agency also has a Consumer Services Division that
serves as a central receiving and tracking point for consumer inquiries and complaints. The agency
makes full use of its web site as an interactive tool with customers and stakeholders. The site provides
email links to staff, an online consumer complaint/inquiry form, and downloadable forms. The ORS
attends community meetings and night hearings, publishes newsletters for various stakeholder groups,
distributes consumer information brochures, hosts workshops, and initiates other outreach efforts for
its customers and stakeholders. Information gathered from all these sources is analyzed to determine
any improvements in operations or policy that need to be made. Such changes are decided upon by
senior management with input from staff at the departmental levels.

3.3 What are your key customer access mechanisms and how do these access mechanisms enable
customers to seek information, conduct business, and make complaints?

The ORS web site is structured to provide several access mechanisms for customers, including Contact
Us information for all departments, online forms for use by regulated utilities and consumers, and an
online consumer complaint and inquiry form that provides a means for consumers to file complaints or
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inquiries with the Consumer Services Division 24 hours a day, 7 days a week. In addition, the ORS
Executive Director vigilantly maintains a policy of personal accessibility to the media, legislators, and
consumers, often personally resolving issues or concerns from the calls he receives. At the time of this
writing, the ORS web site is being redesigned; a dominant feature of the redesign will be a more
prominent location for Consumer Services on the home page.

3.4 How do you measure customer/stakeholder satisfaction and dissatisfaction and use this
information to improve?

The Review Committee conducts an annual survey of individuals who have had contact with the ORS
concerning matters filed with the Public Service Commission. This includes matters negotiated by the
ORS as well as matters heard by the PSC in which the ORS participated. The Review Committee also
conducts an annual survey of ORS employees. The information from these surveys, as well as other
information gathered by the Review Committee, is used by the Committee to evaluate the ORS
performance and that of the Executive Director. The Review Committee shares the general survey
questions and the general results from the stakeholder survey, and they share the general results of the
employee survey. The ORS receives guidance based on the results from both surveys. The agency and
the Director use the Committee’s feedback to make improvements in policies, processes, and
operations dealing with customers and stakeholders.

In addition, the ORS has in place various means of measuring customer/stakeholder satisfaction.
Current means include 1) surveys (as appropriate) and 2) engaging in meetings and discussions with
key stakeholder and customer groups such as consumer groups, regulated utilities, legislators, and
members of the media. Information gathered from these efforts is incorporated into the strategic
planning process to re-align action items for continuous improvement.

3.5 How do vou use information and feedback from customers/stakeholders to keep services and
programs relevant and provide for continuous improvement?

The ORS collects and analyzes data and feedback in order to establish benchmark measures for the
agency to help guide its future direction. Collection and analysis of information is conducted at the
agency, division, and departmental levels as part of the overall continuous improvement process.
Findings are shared with all areas of the agency to identify operations, processes, or programs in need
of improvement. Some specific examples include:

¢ The Consumer Services Division records all consumer contacts in its tracking system by type of
utility industry and by category of complaint/inquiry. Customer relations compliance reviews are
also conducted at the business offices of regulated utilities. Review and analysis of this data allows
the ORS to identify patterns in consumer issues and in utilities’ customer service that may need to
be addressed with regulated utility companies.

¢ The Review Committee conducts annual surveys of individuals who have had contact with the
ORS concerning matters filed with the PSC and of ORS employees.

¢ The ORS obtains input from the regulated utilities and their representatives with regard to the
utility industry environment and its impact on the utilities and their customers.

¢ The Executive Director maintains a high level of accessibility to members of the Legislature and
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the media. This allows for a two-way exchange of information as they may let the agency know
about constituent concerns or issues on the consuming public’s mind, and the ORS can address or
answer some of these issues or questions.

3.6 How do vou build positive relationships with customers and stakeholders to meet and exceed
their expectations? Indicate any key distinctions between different customer and stakeholder

groups?

Building positive relationships is a top priority item for the senior management of the ORS. While the

specific method used may vary depending on the type of customer/stakeholder group, the end result is

the same — that of developing rapport, trust, and open lines of communication. As noted in 3.5 above,

the ORS collects and analyzes information from customers and stakeholders as part of the overall

continuous improvement process. Findings are shared with all areas of the agency to identify

operations or processes in need of improvement. Examples of efforts to build and maintain positive

relationships include:

¢ A Consumer Services Division that addresses consumers’ complaints and inquiries and provides
consumer education

¢ Online access to ORS staff for consumers and stakeholders via the ORS web site

¢ Online ability to submit consumer complaints and inquiries to the ORS

Online consumer education information as well as hard-copy versions (brochures) created in

response to current consumer issues or concerns

Remote education initiatives for regulated utilities and consumers

Online publication of or links to regulated utilities’ schedules of tariffs

Online links to PSC for docket, hearing agenda, and other information

Online posting of news releases, consumer advisories, and alerts for media and public access,

including postings on the news center of state government’s web site, SC.Gov.

Periodic newsletters to transportation motor carriers

Periodic newsletters to water/wastewater companies

Periodic newsletters sent to State Regulation of Public Utilities Review Committee

Media accessibility to ORS Executive Director and other senior-level managers

Frequent meetings with representatives of regulated utilities to address consumer issues, prepare

for hearings pending before the PSC, discuss possible facility sitings, etc.

Weekly senior management meetings and weekly departmental meetings

Frequent attendance at community/neighborhood association meetings

¢ Attendance at public night hearings to gain consumer input on proposed utility rate increases and
service issues

¢ Hosting of workshops or forums for stakeholders

¢ Outreach efforts to low-income or at-risk consumers through the Lifeline program, the Safety
Net initiative, and the domestic violence deposit waiver.

¢ Collaborative efforts with other entities to promote environmental awareness and use of renewable
energy sources — i.e., the Palmetto Clean Energy (PaCE) program

¢ Emphasis on fostering the settlement of cases whenever possible due to benefits to consumers,
regulated utilities, and economic development.

* & O o o * & o o *
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4.0 Measurement, Analysis, and Knowledge Management

4.1 How do you decide which operations, processes, and systems to measure for tracking
financial and operational performance, including progress relative to strategic objectives and

action plans?

The ORS is required to track various measures of financial and operational performance as mandated
by state statute, federal requirements, and federal guidelines. The agency’s enabling legislation, for
example, states that the ORS has sole responsibility for the inspection, auditing, and examination of
public utilities. The agency must be considered a party of record in all filings, applications, or
proceedings before the PSC. Therefore, much of the tracking that is done relates to analysis of utilities’
compliance as well as operational and fiscal performance.

In addition, the ORS tracks performance measures that relate to internal productivity and service
delivery to ensure that the agency mission of representing the public interest in utility regulation is
being achieved. The strategic planning process, which includes quarterly reviews as well as an annual
planning session, provides a systematic means of reviewing organizational performance and adjusting
objectives or action plans as necessary.

4.2 How do vou select, collect, align, and integrate data/information for analysis to provide
effective support for decision making and innovation throughout your organization?

Quantitative and qualitative information is continuously collected, integrated, and analyzed in order to
adjust and improve processes and action plans within the various utility-industry departments.
Performance measures are reviewed and analyzed at quarterly management team meetings, and
adjustments are made as necessary. Federal and state accounting, personnel, and procurement
standards and guidelines are used in conjunction with agency information to guide policy and
operational decision making throughout the organization.

4.3 What are your key measures, how do you review them, and how do you keep them current
with organizational needs and direction?

The key measures, stated in Category 1.5 and below, are reviewed systematically through a variety of
means including the strategic planning process, the performance improvement system, departmental
meetings on programmatic initiatives, the EPMS process, and internal tracking of agency finances and
workforce data, among others. In all of these systems, review and evaluation is a built-in component
which allows for adjustments as external factors change that could affect how the agency should
operate to be most effective.

¢ Regulatory fiscal oversight (including case management, audits and tracking of utilities’ finances,
etc.)

Regulatory compliance

Safety oversight

Customer satisfaction

Education and outreach

Budget and finance

Human resources

* & & O 0 o0
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4.4 How do you select and use key comparative data and information to support operational and
strategic decision making and innovation?

Now entering its sixth year of operation, the ORS base of data is gaining institutional depth, a trend
which will continue and which will be enhanced as further phases of the ORS-PSC data base are
completed. Currently, the ORS can refer to data collected over time by its predecessor in regulatory
oversight, the S.C. Public Service Commission. In addition, the ORS can sometimes draw
comparisons between what it has tracked thus far and regional or national measures and standards.
However, due to the unique nature of the ORS and its duties in relation to the utility-regulation
systems of other states, directly comparable data on a particular issue or area is often non-existent.

45 How do you ensure data integrity, reliability, timeliness, accuracy, security, and availability
for decision making?

From a programmatic standpoint, the ORS has and will continue to develop reliable and up-to-date
data sources and data monitoring systems to document, track, and analyze performance. Internal
operations data is monitored and reviewed by senior management on a regular basis to ensure that
accurate indicators are being provided. Data back-up systems and quality controls are also in place
which provide for the reliability of data and the security of confidential information.

46 How do you translate organizational performance review findings into priorities for
continuous improvement?

As noted elsewhere in this report, the Review Committee evaluates the organization’s performance
annually based on a review of the agency’s accomplishments associated with its performance
measures. As part of this review, the Review Committee conducts an annual survey of individuals who
have had contact with the ORS concerning matters filed with the Public Service Commission. This
includes matters negotiated by the ORS as well as matters heard by the PSC in which the ORS
participated. The Review Committee also conducts an annual survey of ORS employees. The
Committee provides guidance based on the results to senior leadership. This information is used to
adjust the agency’s priorities for continuous improvement; progress is monitored throughout the
strategic planning cycle and within the performance improvement system.

4.7 How do you collect, transfer, and maintain organizational and workforce knowledge
(knowledge assets)? How do you identify, share, and implement best practices, as appropriate?

The ORS employs a variety of means to manage organizational knowledge and share best practices. In
all instances deemed beneficial, the ORS implements cross-training of employees. Also, senior
management encourages employees to engage in training opportunities for both professional and
personal development. Modeled by senior management and filtered through the entire agency are inter-
departmental collaborative efforts to share information and best practices. Looking outside the agency,
the ORS makes use of best practices information shared among state agencies in South Carolina and
among regulatory agencies regionally and nationwide.
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5.0 Workforce Focus

5.1 How does management organize and measure work to enable your workforce to: 1) develop
to their full potential, aligned with the organization’s objectives, strategies, and action plans and
2) promote cooperation, initiative, empowerment, teamwork, innovation, and _your
organizational culture?

The talent of the ORS staff is aligned to most effectively serve customer needs and expectations.
Depending on the duty being fulfilled, staff may work in industry-specific or function-specific teams
or they may organize into cross-functional or inter-departmental teams. In this arrangement, the
delivery of services to customers is a coordinated approach among departments. It also optimizes the
use of staff expertise, provides an opportunity for the sharing of knowledge and best practices, and
enables employees to learn new skills and gain knowledge.

To encourage initiative and innovation, senior management employs an open door policy for all ORS
employees. ORS employees at all levels are encouraged to identify any opportunities or barriers they
encounter with regard to achieving individual and agency goals and objectives. Human Resources, in
collaboration with senior management, identify training and development needs of the workforce;
members of the workforce are encouraged to take advantage of training and development
opportunities. The EPMS process provides a means of measurement to gauge progress in these areas.

5.2 How do you achieve effective communication and knowledge/skill/best practice sharing
across departments, jobs, and locations? Give examples.

As noted above (5.1), staff may work in industry-specific or function-specific teams and may
collaborate across departments. To ensure effective communication and share knowledge, the ORS
has weekly senior management meetings, departmental meetings, and frequent interdepartmental
meetings. The ORS also looks for training opportunities that can be provided for the workforce; this
year, the ORS has taken advantage of the increasing opportunities for teleconferences as a cost-
efficient means of educating its workforce. In addition, meetings are held to evaluate processes and
improve upon them.

5.3 How does management recruit, hire, place, and retain new employees? Describe any barriers
that you may encounter.

To recruit the most qualified applicants, the Human Resources Department posts positions on
NEOGOV, gets input from stakeholders, and talks with people in the field. A team-interview process
provides the means for selecting the best candidate. An orientation process for new employees begins
immediately to provide for a smooth transition by helping them understand the values, mission, goals,
policies, and procedures of the ORS.

Barriers include challenges in recruiting technical experts, such as auditors and engineers, due to
compensation competition with the private sector.

5.4 How do vyou assess your workforce capability and capacity needs, including skills,
competencies, and staffing levels?

Senior management regularly discusses workforce capabilities and capacity needs with the directors of
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each department to ensure that agency needs are being met; periodic meetings to assess staffing are
also held. Management observes the performance of employees on specific duties — such as providing
testimony — and, if needed, training or additional support is provided.

5.5 How does your workforce performance management system, including feedback to and from
individual members of the workforce, support high performance work and contribute to the
achievement of your action plans?

As noted in Section 11l under Customer and Market Focus 3.4, the Review Committee conducts an
annual survey of ORS employees. The information from this survey is used by the Review Committee
to evaluate the ORS performance and that of the Executive Director. The Review Committee shares
the general results of the employee survey. The ORS receives guidance based on the survey results.
The agency and the Director use the Committee’s feedback to make improvements in policies and
processes involving the agency’s employees.

In addition, the agency concentrates its performance evaluation efforts on linking job responsibilities
and expectations with the agency mission, its strategic goals, and its action plans. Supervisors
understand the need to have position descriptions that include duties linked directly to achieving the
agency’s objectives. The agency uses the EPMS process as its foundation for planning work priorities,
professional development, and evaluation of employees. This process encourages employees to
perform well because expectations are communicated and discussed with them in a continuous cycle of
performance improvement.

5.6 How does your development and learning system for leaders address the following:
a. development of personal leadership attributes

b. development of organizational knowledge

c. ethical practices

d. your core competencies, strategic challenges, and accomplishment of action plans

By encouraging members of its workforce to attend training and participate in industry organizations,
the ORS develops industry and organizational knowledge, leadership skills, and core competencies. A
six-hour class on ethics is required yearly for all members of the workforce. In addition, the strategic
planning process provides a means for senior management and the rest of the workforce to identify
issues with regard to action items, re-align strategic objectives accordingly, and monitor and adjust the
strategic plan.

5.7 How do you identify and address key developmental and training needs for your workforce,
including job skills training, performance excellence training, diversity training,
management/leadership development, new employee orientation, and safety training?

As part of the EPMS process, each manager is responsible for assessing training needs and discussing
training plans with their employees. The managers provide employees guidance in what training is
needed, and employees can express their interests or needs for particular training during this process.
Managers assess the training by assignment of applicable duties or by discussing with the employee
what they learned and their assessment of the training. ORS employees are encouraged to participate in
training opportunities for professional and personal development as well as for management and
leadership skills. Workload is often reassigned to take advantage of employees’ newly acquired
knowledge or skills.
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The agency encourages diversity in the workforce and achieved 78% of its Equal Employment
Opportunity (EEO) goal.

With regard to safety, employees are trained in safety issues in seminars and by management where
appropriate. Industry-specific safety issues, such as those for natural gas pipeline and railroad, are
taught by management on the job and by attending professional training seminars, classes, or
conferences for those industries.

In addition, Human Resources assists the departments with identifying needs and getting the training
required. Human Resources coordinates ethics training for all employees, and new-employee
orientation is provided to all new employees. This year Human Resources arranged for additional
training offered onsite that included sessions on renewable resources, witness preparation, identity
theft, State Library use, webinars and conferences and the ACO database. In addition, two all-day
sessions were held to update staff on current trends and to further their education in the regulatory
field.

5.8 How do you encourage on-the-job use of new knowledge and skills?

Employees are encouraged to use the tools and knowledge they gain from training in their daily duties.
As employees acquire more complex skills through training, more complex duties may be assigned to
them; this training-put-to-use process contributes to more effective attainment of agency goals. As an
example, when a vacancy occurs in the agency, some or all of the duties from the vacated position may
be re-assigned to other members of the workforce who, through training and experience, have acquired
the necessary expertise to perform the duties successfully.

5.9 How does employee training contribute to the achievement of your action plans?

Action plans derived from the strategic plan are analyzed in terms of training needs. These needs then
become a priority for allocating resources to training. In each employee’s annual review, training
needs are discussed relative to their performance as linked to agency goals.

5.10 How do vyou evaluate the effectiveness of your workforce and leader training and
development systems?

As explained in 5.6, processes are in place to evaluate the effectiveness of workforce and leadership
training. The EPMS process provides another means of evaluation in this area.

5.11 How do you motivate your workforce to develop and utilize their full potential?

To encourage open communication, senior management employs an open door policy for all ORS
employees. ORS employees at all levels are encouraged to identify any opportunities or barriers they
encounter with regard to achieving individual and agency objectives as specified in EPMS plans and
the agency’s strategic plan. Senior management encourages employees to participate in training
opportunities, to engage in cross-functional and interdepartmental sharing of knowledge and best
practices, and to take the initiative to solve problems and find innovative solutions.

Human Resources makes extra efforts to ensure the needs of the employees are being met. Continuous
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efforts are made to solicit feedback and to provide for the employees’ needs.

As noted in Section 11l under Leadership 1.10, the agency has established an employee recognition
program. This program encompasses a variety of efforts to recognize employees including Employee
Week (which coincides with State Government Employee Recognition events) and a Regulatory
Rewards peer-award program that allows co-workers to recognize the contributions of their peers. The
Human Resources Department has received very positive feedback from employees on these
initiatives.

5.12 What formal and/or informal assessment methods and measures do you use to obtain
information on workforce well being, satisfaction, and motivation? How do you use other
measures such as employee retention and grievances? How do you use this information?

Managers have regularly scheduled staff meetings as well as individual meetings with employees to
openly discuss issues, ensure open communication, and identify any problems. In addition, as noted in
5.5 above, the Review Committee gathers information and conducts an annual survey of ORS
employees and provides guidance based on its results to the agency leadership. The Committee’s
feedback is used to make improvements in policies and processes involving the agency’s employees.

A suggestion box was implemented two years ago. As a result, the ORS piloted a flexible working
schedule, which has now been adopted. Also, birthdays are recognized quarterly. Special-occasion
meals, such as the ORS Birthday and seasonal holidays, have also been coordinated by Human
Resources to foster employee fellowship. These initiatives have been very well received.

Specifically with regard to human resources, the agency tracks the attrition rate, employment
longevity, training and development, and other information that may be useful in assessing the
workforce. ORS Human Resources conducts exit interviews with employees who leave the agency and
uses this feedback, along with the aforementioned information, to assess the workforce.

5.13 How do you manage effective career progression and effective succession planning for your
entire workforce throughout the organization?

The agency works with members of its workforce to ensure they are obtaining proper training and
guidance to further their careers; monthly assessments of the workforce provides a regular means of
evaluating needs and trends. Processes are in place for sharing of knowledge and succession planning
so that there is a continuity of corporate knowledge.

5.14 How do you maintain a safe, secure, and healthy work environment? (Include your
workplace preparedness for emergencies and disasters.)

The ORS has in place an agency emergency preparedness plan for safe evacuation of its building in the
event of fire or other emergency. Employees are aware of fire-drill evacuation procedures.

The ORS Human Resources makes available to its employees information regarding health issues and
periodic health screenings. The agency has a team of employees, known as First Responders, who are
certified in first aid and cardiopulmonary resuscitation (CPR). When employees identify potential
safety or health hazards, management moves quickly to find a solution and thereby eliminate the
hazard.
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ORS complies with the State Fleet Safe Driver program and training.

6.0 Process Management

6.1 How do you determine and what are your organization’s core competencies and how do they
relate to your mission, competitive environment, and action plans?

The ORS has established its core competencies based on the agency’s statutory mission to represent
the public interest in utility regulation. They are as follows:

Legal expertise in regulatory matters

Regulatory and fiscal oversight

Consumer education

Regulatory enforcement

Audit, inspection, and examination of public utilities’ records
Safety oversight for railroad and natural gas pipeline

These core competencies support the agency’s strategic objectives and action plans.

6.2 How do you determine and what are your key work processes that produce, create, or add
value for vyour customers and your organization and how do they relate to your core
competencies? How do you ensure these processes are used?

The agency’s key work processes are derived directly from its mandated mission. They are categorized
as follows:

¢ Serving as a party of record in all filings, applications, or proceedings before the S.C. Public
Service Commission

¢ Inspecting, auditing, and examining public utilities

¢ Serving as a mediator between the using and consuming public and regulated utilities to resolve
informal complaints and inquiries

¢ Providing consumer education to the using and consuming public

¢ Monitoring and enforcing safety standards for railroads and for natural gas pipelines

Taken collectively, these processes form the foundation for providing a balanced representation of the
public interest in utility regulation. They serve as the basis for carrying out the agency’s duties and are
continuously monitored, evaluated, and improved to optimize the delivery of services to customers.

6.3 How do you incorporate organizational knowledge, new technology, cost controls, and other
efficiency and effectiveness factors, such as cycle time, into process design and delivery?

The ORS focuses on its key processes and, where possible, structures the implementation of those
processes in ways that optimize the delivery of services to customers. In some cases, this effort has
involved collaboration with other agencies. In other instances, strictly internal processes have involved
collaboration among ORS departments to achieve the most efficient means of operating. In the design
and delivery of all processes, the ORS sets priorities based on the goals and objectives of its strategic
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plan and monitors its costs to ensure that budgetary limits and guidelines are met. Examples of recent
process improvements that optimize delivery of services to customers include:

o Revised and simplified annual report forms, which resulted in increased utility/carrier
compliance -- 82% in Water/Wastewater, an almost 20-percentage-point increase from the
prior year’s 64%, and 92% in Telecommunications (up from 90%).

o Transferred the printing and mailing of small batches of transportation licenses from the
Division of State Information Technology to the ORS. This procedural improvement has
resulted in a cost savings of approximately $500 and increases in efficiency such as speed of
mail-outs.

o Continued implementation of the agency’s new data base system that underwent a
successful conversion to a .Net environment at the end of FY 07-08. The new system has
increased efficiency for the agency in terms of eliminating duplication of forms and
reducing processing and data entry time. Moreover, the system allows for more effective
monitoring and enforcement of regulatory compliance.

6.4 How does your day-to-day operation of these processes ensure meeting key performance
requirements?

Daily operations of the ORS are guided by its enabling legislation, mission statement, policies,
procedures, strategic plan, and performance measures. All functions of the ORS are established,
operated, and monitored so that they comply with relevant laws and regulations, meet budgetary
requirements, occur within appropriate time frames, and accomplish the mission and goals of the
agency.

6.5 How do you systematically evaluate and improve your key product and service related work
processes?

The Review Committee developed the ORS performance measures to ensure that the agency
continuously monitors and improves the processes necessary to fulfill its mission. Toward this end, the
ORS has established a performance improvement system. Under the Team’s direction, each ORS
department monitors performance measures relevant to its role within the agency. The performance
measures are updated and reviewed by the Team during quarterly strategic planning meetings.
Departmental meetings provide a frequent means for two-way communication with regard to making
improvements. In addition to the quarterly strategic meetings, the Team has an annual strategic
planning session. At this session, the agency’s performance measures within the strategic plan are
modified as necessary to keep the plan aligned with the agency’s mission.

The ORS documents processes, gathers feedback, and tracks data as a means of evaluating and
improving key product- and service-related processes. This capability has been enhanced by the
implementation of a new data base system. This more robust system will enable all ORS departments
to access the same sources of information -- thereby improving processes for the documentation,
tracking, retrieval, and integration of information.
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6.6 What are your key support processes, and how do you evaluate, improve and update these
processes to achieve better performance?

The strategic planning process is the means by which the agency’s support processes are evaluated and
improved. Human resources, finance and accounting, legislative relations, and communications serve
as internal support processes within the ORS. Continuous maintenance and improvement of these
processes occur throughout the strategic planning cycle, with adjustments made as necessary, and
involve a range of efforts including 1) inter-departmental meetings to share information 2) budgetary
and HR reporting and projections and 3) the formation of inter-departmental committees to spearhead
agency-wide initiatives.

6.7 How does your organization determine the resources needed to meet current and projected
budget and financial obligations?

In addition to following the normal state budgetary process, the ORS must present and justify its
budgetary needs to the Review Committee each fiscal year. Within these parameters, senior leaders
monitor the performance of the agency and make adjustments as needed to fulfill the mission and
strategic objectives. Periodic meetings are held to assess both the budget and staffing.

7.0 Results

7.1 What are your performance levels and trends for the key measures of mission
accomplishment and organizational effectiveness?

The mission of the Office of Regulatory Staff is to represent the public interest in utility regulation by
balancing the concerns of the using and consuming public, the financial integrity of public utilities,
and the economic development of South Carolina. Fiscal year 2008-2009 was the agency’s fifth fiscal
year in operation. The ORS strives to identify the most effective means of tracking performance levels
and trends. Those reported on graphically in Category 7 represent some, but not all, of the current
means used to assess performance.

Key Measure — Regulatory Fiscal Oversight. This measure includes areas relating to case

management and to audits and tracking of regulated utilities’ finances.

1 The ORS is charged with representing the public interest of South Carolina in utility regulation for
the major utility industries -- electric, natural gas, telecommunications, water/wastewater, and
transportation. -- before the PSC, the court system, the S.C. General Assembly, and federal
regulatory bodies.

2 S.C. Code Annotated § 58-4-10 lists among the duties and responsibilities of the ORS to serve as a
facilitator or otherwise act directly or indirectly to resolve disputes and issues involving matters
within the jurisdiction of the PSC.

3 The ORS has sole responsibility for the inspection, auditing, and examination of public utilities.
The agency must be considered a party of record in all filings, applications, or proceedings before
the PSC.
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Case management.

Chart 7.1-1. In FY 2008-2009, the ORS participated in 201 cases.

7.1-1 FY 08-09 New Cases = 201
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Chart 7.1-2. This chart shows the number of matters -- 39 — in which the ORS facilitated settlement
agreements during FY 2008-2009. Settlements generated a savings to customers totaling
approximately $148 million.

The settlement of cases benefits all parties involved. In addition to monetary savings to consumers,
there are the additional benefits of reduced legal expenses for utilities as well as the overall benefit to
the state’s economy. Since its inception, the ORS has facilitated a total of 250 settlements with
dollar savings generated by settlement agreements estimated to be approximately $481 million.

As noted by many economists and professional analysts, settled cases often result in a better rating of
the state’s regulatory environment, which encourages investment in the state’s utilities. Thus, it can be
said that the settlement of cases addresses very effectively all aspects of the public interest that the
ORS represents — the consuming public, the regulated utilities, and the economic development of the
state. p

7.1-2 FY 08-09
39 Settled Cases
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Chart 7.1-3. Of the approximate $148 million total savings to customers, the settlement of ten electric
and gas cases (one being a non-docketed matter) generated over $146 million in customer savings.

7.1-3 Projected Combined Savings to Consumers Resulting from Settlement
of Electric and Gas Casesin FY 08-09
$146,038,184

South Carolina Electric & Gas

$ 1,013,823 - 2008 Gas RSA

$35,500,000 - 2008 Electric Mid-Period Adj
$34,000,000 - 2008 Electric Fuel Case

$ 9,000,000 - Tree Trimming

$ 1,183,509 - BLRA Cost Reallocation Adj
$ 612,000 - Columbia Energy, LLC

$ 45,350 - DSM/EE
$81,354 682

Duke Power
$60,000,000 - 2008 Electric Fuel Case

Progress Energy
$1,200,000 - 2009 Electric Fuel Case

Piedmont Natural Gas
$3.483 502 - RSA

Chart 7.1-4. Savings totaling over $1,176,000 attributed to four matters for water/wastewater
customers equates to an average savings of approximately $462 per customer per connection.

7.1-4 Water/Wastewater Customer Savings
Over $1,176,000

Aqua of South
Carolina, Inc., $28,054

ORS vs Wyboo,
$13.838 ) ‘

Alpine Utilities, Inc.,
$1,049 245

Goat Island Water &
Sewer Co., Inc.,
$85,040

Average savings of $461.61 per
customer per connection

*The ORS vsWyboowasnotarate case. Thissavingstothe customersisrelated to asituation where by the utility overcharge d customers or
implemente dunauthorized charges.
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Audits and Tracking of Regulated Utilities’ Finances.

Chart 7.1-5. In FY 2008-2009, the ORS conducted a total of 315 regulatory reviews and audits, an
increase of 29% in audit activities compared to FY 2007-2008. One cost recovery resulted in a

settlement and a one-time savings of $478,000 to the State of South Carolina (included as part of the
$148 million total from settlements noted earlier).

7.1-5 Auditing Activity: FY 08-09
Total: 315 Regulatory Reviews and Audits

Rate Case Audits -5
Technical & Regulatory
Assistance -47

Impact Studies -5
PC&N Requests|-19

RSA Audits - 2

DSMIEE Filings -2
Other Regulatory
Meetings and
compliance activities -

2
CostRecove
Special Audits -
Telecom Fund Audits -

PGA Audits - 2 161

FAC
Audits
-3
GCRMReviews -21 : BLRAFilings -1
Federal Agencies -4

Accounting Orders -10

Chart 7.1-6. The ORS has oversight responsibility including prudence and audit review of investor-
owned electric and gas utilities in South Carolina. The total annual dollars reviewed in examinations of

the fuel costs for power generation and natural gas supply during FY 2008-2009 is approximately $2.1
billion, an increase over the prior year’s $1.8 billion.

7.1-6 Annual Electric Fuel and Gas Cost Expenses Reviewed
During FY 08-09

Piedmont Natural
Gas

Duke Energy
Carolinas

SCE&G (Gas)

Progress Energy
Carolinas

SCE&G (Electric)

Total $2,070(S in millions)
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Key Measure - Regulatory Compliance. As part of its oversight duties, the ORS is charged with
ensuring utilities’ compliance with established regulations and statutes. The ORS approach to
maximizing compliance is to educate as we regulate. Toward this end, the ORS initiates remote
education efforts, conducts compliance reviews to assist company owners in maintaining or achieving
compliance, and assists new companies in establishing business systems that ensure compliance with
regulatory filings. Findings from these reviews are provided to the companies to assist them in their
compliance efforts.

Chart 7.1-7. The ORS conducted 129 compliance reviews with transportation carriers. Average
compliance scores climbed to 98% in FY 2008-2009, an increase of 6 percentage points over the prior
fiscal year. These steady gains in compliance with transportation rules and regulations can be
attributed to the ORS goal to educate as we regulate.

7.1-7 Transportation Carrier Average Compliance Scores
120.00%
98.26%
100.00% 92.00%
80.40%
80.00% | |
60.88% The ORS goal to "Educate aswe regulate” has|
50 00% paid offin increased compliance with
: " transportation rules and regulations as
evidenced by thegain in the average
compliance scare.
40.00%
20.00%
0.00%
FY 05-06 FY 06-07 FY07-08 FY08-09

Chart 7.1-8. Regulated utilities are required to submit annual reports. Since the first year of ORS’
regulatory authority, when compliance with annual reporting was 48%, the agency has made
significant progress in increasing this compliance level by conducting business and site compliance
reviews and providing assistance and education to water and wastewater companies. The percentage of
companies in compliance in June of 2009 (approximately 82%) represents an increase from the prior
year’s compliance level of 64%. Over the long term, the ORS hopes to bring all water/wastewater
utilities into compliance with annual reporting requirements.
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7.1-8 Water/Wastewater Utilities in Compliance
with Annual Report Requirements
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Key Measure — Safety Oversight. In addition to its regulatory oversight functions, the ORS has
oversight responsibility for natural gas and hazardous liquid pipeline safety and railroad safety in
South Carolina.

Natural Gas Pipeline Safety. The ORS has pipeline safety responsibility over the jurisdictional
operators of natural gas distribution and transmission pipeline systems, liquefied natural gas facilities,
certain liquefied propane systems, intrastate liquid pipelines, landfill gas systems, and lateral pipelines
from interstate pipeline systems.

Chart 7.1-9. During FY 2008-2009, the ORS conducted 255 inspections consisting of emergency plan
reviews, operations and maintenance procedure reviews, facility evaluations, new construction,
operator qualification plans, and drug- and alcohol-abuse prevention plans. Findings from these
inspections are aggregated and analyzed by category of jurisdictional operator, and feedback is
provided to the operators to assist them in meeting all state and federal safety regulations.

7.1-9 Number of Inspections Categorized by
Each Type of Jurisdictional Operator FY 08-09
255 Total
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AUTHORITY
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Railroad Safety. The ORS shares responsibility with the Federal Railroad Administration (FRA) for
inspecting track and motive power and equipment on the State’s railways. In FY 2008-2009, the ORS
participated in an FRA claims collection proceeding against a major railroad company. As noted in the
Executive Summary section of this report, fifty citations from Region 3 (eight southeastern states) were
all upheld, with a collective value of about $325,000.

Chart 7.1-10. The FRA rates all inspectors, both state and federal. Among states with a comparable
number of inspectors and of supported FRA disciplines, ORS inspectors received the highest total
program score in Calendar Year (CY) 2008. Nationwide, among all FRA programs, South Carolina
ranks twelfth.

7.1-10 2008 Federal Railroad Program Score
SC Ranks #1 among comparable programs
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Chart 7.1-11 and 7.1-12. The ORS shares responsibility with the Federal Railroad Administration
(FRA) for inspecting track and motive power and equipment on the State’s railways. ORS inspectors
have been invited for three consecutive years to attend FRA claims settlement conferences and defend
violations. In each case, all violations have been upheld.

As illustrated by Charts 7.1-11 and 7.1-12, ORS inspectors are consistently thorough in their
inspections of South Carolina’s railway system — discovering a higher percentage of defects per
inspection for both track and motive power and equipment than their federal counterparts for four
consecutive years.
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7.2 What are your performance levels and trends for the key measures of customer satisfaction?

Key Measure-Customer Satisfaction. As noted earlier in this report, the Review Committee conducts
an annual survey of individuals who have had contact with the ORS concerning matters filed with the
Public Service Commission. This includes matters negotiated by the ORS as well as matters heard by
the PSC in which the ORS participated. The Review Committee also conducts an annual survey of
ORS employees. The Committee does not share the specific results of these surveys with the agency
but provides guidance based on the results. Therefore, this data is not available for graphing in this
report. However, the ORS does have quantitative information on some of its key services provided to
customers.

Chart 7.2-1. During FY 2008-2009, the ORS processed a total of 3,779 customer contacts, an increase
of 8% over the prior year’s total of 3,491. This chart depicts the average length of time (in days) that
the agency took to resolve customer contacts during FY 08-09 compared to the prior 4-year average
(FY 04-05 through 07-08). In three of six categories, average response time decreased for FY 08-09
compared to the four-year average. In two of the three remaining categories, average response time for
FY 08-09 equaled the four-year average. The ORS Consumer Services Division continues to work
with the regulated utilities on improving the utilities’ response time to the ORS with regard to
providing requested information, thereby assisting the ORS in improving its response time to
consumers.

7.2-1 Resolution of Consumer Contacts by Utility Industry
FY 08-09 Compared to Prior4-Year Average (FY 04-05 --FY 07-08)
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Chart 7.2-2 illustrates the dollars recovered or saved for customers during FY 2008-2009 categorized
by utility industry and totaling $3,231,406. Over the past five fiscal years (FY 04-05 through FY 08-
09), the Consumer Services Division has recovered or saved for customers a total of approximately
$11 million.

7.2-2 Customer Dollars
Recovered or Saved
FY 08-09: $3,231,406

Y
$ $
Electric Telecommunications Natural Gas Water  Wastewater
$3,062,824 $156,811 $7,456 $3,980 $335

Chart 7.2-3. The ORS tracks several key services for customers. In chart 7.2-3, showing the past three
fiscal years, meter accuracy tests almost tripled from FY 07-08 to FY 08-09 and made an overall 68%
gain over the three-year time period. On-site inspections of utilities doubled over the three-year time
span.

7.2-3 Services for Customers
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Chart 7.2-4 relates to the regulation of electric energy costs, which has a direct impact on consumers'
pocketbooks. This chart shows a comparison of the average cost of electricity in cents per kilowatt
hour among the United States as a whole, South Carolina as a whole, and the investor-owned utilities
(I0Us) in South Carolina, who are within the regulatory purview of the ORS. The graph covers
calendar years 2003-2008. This time span includes 2005, which was the initial year of full
participation by the ORS in electric rate matters for South Carolina's IOUs.

South Carolina’s average cost continues to be well below the national average. Over the period from
2003-2008, the differential between South Carolina 10Us and the US total has ranged from 24% in
2003 to a high of 31% in 2006 and 26% in 2008. During these six years, costs in South Carolina were
particularly adversely affected by increasing fuel and transportation costs used in the generation of
electricity. The average cost of SC I0Us increased 1.76 cents during this period while the cost for the
US increased by 2.37 cents or approximately 35% more than for SC I0Us.
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Key Measure-Education and Outreach. The ORS provides consumer education to help utility
customers make educated choices and understand their rights and obligations as consumers of public
utilities. In addition to press releases sent regularly to media outlets statewide and posted on the ORS
web site and on the SC.Gov news center page, the agency distributed approximately 97,000 pieces of
consumer education and outreach materials (brochures, booklets, applications, etc.) to consumers in
FY 2008-2009 on the Lifeline program and various consumer issues.

Education — Due to the economic downturn plaguing the State and nation, the ORS realized the
financial difficulty that would be incurred by utilities in traveling to educational seminars hosted by
the agency. Instead, the ORS refocused its education efforts on remote education, thus using the
Internet and other electronic and print media as a means of reaching stakeholders. Examples of this
redirection of educational efforts include:
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e Research of various internet-based meeting sites to determine a cost-efficient means of hosting
virtual meetings. Use of the free services provided by the host site Dimdim was determined to
be the most viable option. Subsequently, the Electric Department used the free service to record
a renewable energy presentation, which was then linked to the ORS web site.

e [For water/wastewater companies, all presentations were posted on the ORS web site and
summarized in the spring issue of The Water Wellspring that was mailed to utility owners.

e The Lifeline program developed a training manual for the S.C. Department of Health and
Human Services eight regional offices that was distributed to them via email. A conference call
was subsequently held in which Lifeline staff answered questions pertaining to the contents of
the manual.

Outreach — Charts 7.2-5 through 7.2-6. The Lifeline and Link-up programs are a strong example of
consumer outreach. The programs provide monetary assistance to low-income households for the
installation and monthly usage fees of their landline telephone bills. The ORS administers the State’s
Universal Service Fund (USF) that provides monies for these programs. As part of the ORS mission to
represent all facets of the public interest, the agency sought and obtained authorization to use State
USF funding to increase participation in and awareness of Lifeline and Link-up. In FY 2005-2006, the
ORS began to implement a two-pronged approach of 1) increasing outreach efforts to enroll citizens
who qualify for assistance by virtue of receiving Temporary Assistance to Needy Families (TANF),
Food Stamps (FS), or Medicaid (MED), yet do not currently receive Lifeline benefits and 2) qualifying
additional applicants who meet expanded eligibility requirements (125% of the federal poverty level)
in the former BellSouth territory.

As the program has matured, the ORS determined that empowering telecommunications carriers
throughout the State to enroll Lifeline customers will yield the best results for the long-term growth of
the program. A strategic plan developed for the Lifeline program last year emphasizes a move toward
decentralizing the application process, with an emphasis on more locally based application distribution
networks. This emphasis is already yielding rewards in terms of overall increases in statewide
numbers of access lines.

Chart 7.2-5. This chart illustrates the increase in the number of access lines statewide that are covered
by the Lifeline program as compared to prior fiscal years. When taking into account the $13.50 per
month of both state ($3.50) and federal ($10.00) Lifeline subsidies per access line (one per household),
this equates to an overall economic benefit to South Carolina households enrolled in the program of
$7,267,320 during FY 08-09.
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Chart 7.2-5 Growth in SC Lifeline Subscribers
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Chart 7.2-6. Because of the grass-roots emphasis on enrolling new applicants, the ORS was able to
spend less on generating applications and other promotional materials while still yielding an increase
in the access to Lifeline statewide.

Chart 7.2-6 ORS Lifeline Activity FY 08-09
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Chart 7.2-7 illustrates the economic benefit generated to South Carolinians by ORS Lifeline and Link-
up program activities. The actual expense incurred in FY 08-09 was $114,599. Each enrolled
household generates to the State an inflow of $120 federal USF dollars per 12-month period, totaling
$380,640 for this fiscal year. Therefore, the actual cost of the program in relation to the current-year
enrollees represents a Return on Investment (ROI) for FY 2008-2009 of 232%.

7.2-7 Lifeline Return on Investment For FY 08 - 09
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7.3 What are your performance levels for the key measures of financial performance?

Key Measure — Budget and Finance. The ORS monitors financial performance by measuring the
following: participation in the gross-receipt process by the regulated utilities; payments to the
Universal Service Fund, the Interim LEC Fund, and the Dual Party Fund; collection of decal revenue;
the budget-to-expense balance; and the accounts receivable activity.

The main source of funding for the ORS is through the gross-receipt process. Utilities report their
gross-revenue receipts to the ORS, and they are subsequently assessed a portion of the cost of the
ORS. The Department of Revenue handles the assessment and collection process, and the ORS
handles the collection of data and the development of the assessment. Compliance with the reporting
process is measured.

Compliance with the requirements of the Universal Service Fund and the Interim LEC Fund filings
and payments is also monitored. Late fees are assessed on delinquent Universal Service Fund and
Interim LEC Fund payments. Follow-up and collection of accounts receivable is done on a monthly
basis.

The ORS maintains fiscal solvency through continual review of expenses and revenues and monthly
reconciliation of its cash accounts. Additionally, careful attention is given to the budget process to
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ensure adequate funds are available for necessary resources. Since the inception of the ORS, there
have been no resulting increased costs to utilities and consumers, which was a goal of the creators of
Act 175.

7.4 What are your performance levels and trends for the key measures of Human Resource
results?

Key Measure — Workforce Focus. ORS Human Resources measurements include Equal
Employment Opportunity (EEO) goal attainment, turnover rates, exit interviews, employee training
hours, and EPMS scores.

This past year the ORS achieved approximately 78% of its equal opportunity goal.

Human Resources utilizes internal training as an effective tool for communicating with employees.
The ORS is monitoring, through the E-Leave system, the number of hours of training per employee as
well as the kind of training being taken. This information -- along with the employees’ and the
agency’s needs -- is reviewed, monitored, and adjusted to ensure employees are continually provided
training and that the agency has staff trained in the areas the agency utilizes. Last year ORS employees
completed 3,275 hours of training. This year ORS employees completed 2,620 hours.

The ORS monitors the turnover rate and EPMS scores for any trends of concern. The ORS turnover
rate of 10% for FY 2008-2009 is less than the average S.C. state government turnover rate of 12.3%.

Attention is paid to exit interviews and to the suggestion box in order to identify areas that may need to
be addressed.

The ORS is continuing to identify measurements that will effectively assist management in the human
resources area.

7.5 What are your performance levels and trends for the key measures of regulatory/legal
compliance and community support?

The ORS monitors utility compliance with Section 58 of the Code of Laws of South Carolina 1976.
Key measures include the level of compliance with the collection of data (gross receipts, annual
reports, access lines), the receipt of assessments, financial audits, and decal revenue. (See Section 7.1
Key Measure: Regulatory Compliance for additional performance data.) The utilities’ compliance with
filing gross receipt forms was 99.8% this year.

As mandated by the agency’s enabling legislation, Act 175 of 2004, all ORS employees participated in
six hours of ethics training this year.

In addition, the ORS has established processes and procedures to ensure compliance with the State’s
financial guidelines such as the GAAP Accounting Standards as well as the requirements of the
Comptroller General and the Treasurer’s Office.

The GAFRS system is utilized for receivables, payables, and financial reporting. The ORS
participated in the planning for the implementation of SCEIS (S.C. Enterprise Information System)
and expects to implement that system when it becomes available.
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In addition, the ORS has processes in place to ensure compliance with the procurement code. A
requisition system has been established as well as procurement procedures. The GAFRS system is
used to handle ORS accounting.

The agency established key policies under the guidelines of the S.C. Budget and Control Board’s
Office of Human Resources to become compliant with State human resource regulations. The ORS has
implemented the EPMS program and made necessary corrections to the process as dictated by the
agency’s needs.

A number of initiatives are being developed to assist the community in using the services of the ORS.
Initiatives include planning outreach efforts to various segments of the community; enhancing the
reporting and technology systems used to retrieve, record, and analyze complaints and inquiries; and
developing programs for special needs within the community.

The ORS continues to play a major role in ongoing statewide emergency preparedness efforts. Ten
staff members serve on emergency support function (ESF) teams — namely, Energy, Transportation,
Public Works and Engineering -- and on the State Emergency Assessment Team. The ORS is the lead
agency for the Energy team (ESF-12).

The ORS is involved in civic and charitable activities to help those in need. These efforts have
included participation in or support of the following: The First Ladies Annual Walk for Life, the
Harvest Hope Food Bank, the United Way of the Midlands fund drive, the Muscular Dystrophy
Association’s annual Jail-a-thon, and cancer research. As individuals, ORS managers and staff
members are involved in a wide array of civic activities and professional organizations that benefit the
communities in which they live and work.



