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Some areas of potential reform

 Motor Carrier Regulation
 Small Water Regulation

e Others: RPS, Merger &
Acquisition Authority, etc.

The PSC has not yet formally identified topics or legislation to present to the
legislature. These topics are intended only to get ETIC thinking about
potential topics the PSC might address, or that the legislature may want
PSC staff to address through legislative drafts.



Motor Carrier Regulation

e The PSC acts as a “barrier to entry” for motor
carriers, determining whether additional
participants should be allowed to compete in the
following areas:

— Taxis

— Charter passenger service <16 persons o======

— Garbage haulers

Motor-carrier statutes &

_ Movi . . rules a're found at:
oving companies | | MCA Title 69, Ch. 12

ARM Title 38, Ch. 3



‘Public Convenience & Necessity’

e The PSC issues PCN Certificates required for
motor carriers to operate.

 Motor carriers bear the burden of proof for
four elements to obtain PCN certification:
— Need exists in the market they wish to serve

— Incumbent carriers are unwilling or unable to serve
that need

— Existing services must not be harmed
contrary to the public interest
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— That the applicant will be a fit operator
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Is Motor Carrier Regulation Outdated?

e Economists in the 1920s and "30s originally
believed that too many businesses in an industry
would result in “destructive competition” =
limited franchise law for motor carriers,
cosmetologists, pharmacies, etc.

* This logic has eroded considerably over time.

 PCN rules “exist for the explicit purpose of
oreventing competition...Certificate of necessity
aws are arbitrary, discriminatory, and

economically foolish.”
—Timothy Sandefur, ‘CON Job: State ‘certificate of necessity laws
protect firms, not consumers,” Regulation, Summer 2011.




Arguments for Regulation

* Some examples:

— Taxis must serve 24/7, 365 days per year with few
exceptions. They require a centralized dispatch
with high fixed costs.

— Garbage haulers must serve fixed
routes, with each additional stop
on the route becoming cheaper as
more people are served along that
route.




Small Water Regulation

e When water and sewer services are provided by
private companies to the public, they are “public
utilities.” If subdivision lots are for sale to the general
public, the PSC acquires jurisdiction. Municipal
systems and county water and sewer systems are
exempt.

e Many subdividers should be regulated but intend to
pass title to their water and sewer systems to a
homeowners’ association after a majority of lots have
sold.

e In the current market, many subdivisions are
experiencing financial problems, and looking for
sources of income that previously went unexploited,
i.e., small water utility operations.



‘ What the PSCis doing, Al
| re: Water Regulation

Rate case procedures are expensive, particularly when a utility has few
customers. They sometimes account for % of a subdivision’s water bill.

PSC staff have been directed to work with stakeholders (the MT DEQ,
water providers, the Builders Association, lawyers, accountants and
engineers) to streamline the regulatory process.

Our staff will begin meeting next week with stakeholders. Objectives
include substantially simplified accounting, rate case and annual
reporting procedures.

Financially-viable utilities are essential to protecting homeowner’s
equity in homes in partially-developed subdivisions.



Legislative Remedies

Some reforms can likely be accomplished through existing PSC powers.
The statutes don’t require a particular form of ratemaking.

For example, there could be formula rates for small water providers.
— Based only on the income statement, i.e., rates=110% of expenses.

— Based on certain common categories, i.e., $20/yr./customer for management
and accounting expenses, with a true tracking mechanism for electric energy
charges.

Many states allow providers to collect an “infrastructure surcharge.” This
is a capital contribution from customers for future system repairs. If the
decision is to pursue such a charge, new legislation may be required. This
law could include a ceiling for such charges, escrow procedures (the
money could not be touched for any other purpose), and audit provisions.

Other legislative changes may come out of discussions with interested
parties.



Other Topics

 The legislature may also want to consider
other topics:

— Clean-up of Renewable Portfolio Standard
provisions

— Specific authority to review proposed mergers and
acquisitions of Montana utilities

— What does the Legislature want to address?



YOUR WISH IS OUR COMMAND

and is given its powers by the laws |
of the State of Montana. !

 We are a resource at your disposal. If you have
a question about utility regulation or a way to
improve it, please talk to us.

e The PSC is not a constitutional agency,

e We are happy to take requests to work on
drafting bills, subject to a vote of the PSC.



