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LADfES AND GENTLEI{EN, f WANT TO THANK YOU r,OR INVITING ME To

PARTICIPATE IN THE ASSOCTATION'S FALL MEETING. DESPITE l{Y l.{ANy

PRTOR APPEARANCES, I ALWAYS LOOK FORWARD TO THIS OCCASTON. IT
GIVES ME AN OPPORTI'NTTY TO BE AMONG FRIENDS AND FELLOW REGUI,ATORS

IN A MORE REI"AXED SETTING WHICH, IN TURN, PROVfDES THE VEHICLE 5.OR

EXPRESSTNG MUTUAL CONCERNS THROUGH YOUR QUESTTONS AND COMMENTS.

IN THIS ONGOING REI"ATIONSHIP BETWEEN REGULATORS AND THE

REGUI,ATEES, IT IS DOUBLY IMPORTANT IN THIS TIME OF CHANGTNG

REGULATORY ENVIRONMENT, THAT WE COMMUNTCATE CLEARLY AND DIRECTLY

wrTH EACH OTHER ABOUT THE TSSUES AND CHALLENGES FACTNG US. THUS,

I WOULD LIKE TO PROVTDE YOU SOME GENERAL PERSPECTIVES FROM MY

POSTTION AS CHAIRMAN OF THE D.C. COMMISSTON ON THE FUTIJRE TRENDS

OF STATE REGULATION AND THE IMPLICATIONS FOR THE COMPANIES WE

REGUI.ATE.

GENERAI, OVERVTE!9

ALTHOUGH WE DO NOT HAVE RESPONSIBILITY FOR AS MANY UTILITIES
AS OUR STSTER COMMTSSToN HERE rN MARYT,AND, THE TSSUES WE FACE ARE

PFTEN THE SAME.

IN THE NATURAL GAS AREA, WE ARE CONFRONTED WITH SUPPLY

PROCUREMENT ISSUES, INCREASfNG COI,IPETITION BETWEEN ELECTRfC AND

NATURAL GAS' DEVELOPMENT OF COGENERATION AND ATTEI{PTS To sTREAMLfNE

PROCEDURES TO BE RESPONSIVE AND TIMELY IN MAKING DECISIONS ABOUT

COMPANY AcrroNs wHrcH, rN TttRN, ALLows rHE uTrlrrrEs ro BE



EFFECTTVE AND COIi{PETTTIVE.

oN THE ELECTRTC srDE, ELECTRTC LOAD GROWTH, THE CApACrry TO

MEET PEAK DEUAND, GENERATION ISSUES, COGENERATTON AND FUEL

PROCT'REI{ENT ISSUES DOMINATE THE AGENDA. A COMUON THREAD THROUGHOUT

THESE ISSUES IS ENERGY EFFICTENCY. THE D.C. COMIT{ISSION, THROUGH

rTs DECISIONS AND WORK rN FORMAL CASE NO. g34, ouR ENERGY

CONSERVATION PROCEEDING, TS ATTEI4PTTNG THROUGH LEAST COST PLANNING

PRoGRAIt{s ro PRoMorE It{EAsuREs ro HELp coNTRoL pEAK DEIr{AND AND LoAD

GROWTH. CUSTOMER TSSUES OF SATISFACTION AND SERVICE GROWS

INCREASINGLY TMPORTANT AS UTILITY I,TARKETTNG DEPARTMENTS STRUGGLE

TO MAINTAIN MARKET SHARES IN A COMPETITIVE ENVIRONUENT.

wrTH RESPECT TO TELECOMMTJNTCATTONS, WE ARE cRAppLrNG WrrH HOW

BEST TO PROTECT UNTVERSAL SERVICE WHILE ATTEII{PTING TO DEFINE WHAT

WE NOW I,IEAN BY IITHE PUBLIC INTERESTII. THE DC COMMISSION, AS WELL

As orHER srATE coMlt{rssroN's AcRoss rHE couNTRy, FAcE THE cHALLENGE

oF NEI{ TECHNOLOGY AND SERVTCE DEVELOPUENT, TH8 COSTTNG AND pRrCrNc

oF THESE NEw sERvrcEs, PRrvAcY coNcERNS, REDUCED oR RET,AXED

REGULATfON FOR COMPETITIVE SERVICES, AND NEW ENTRANTS oFFERING

SPECIALIZED SERVTCES, AND THE RISKS ASSOCIATED THEREWITH.

THESE TSSUES ARE OF PARTICUI"AR SIGNIFICANCE BECAUSE THEY

RELATE DTRECTLY TO THE CHANGING CONFTGURATTON OF THE

TELECOMMT'NICATIONS INFRA-STRUCTURE .

OF EQUAL TUPORTANCE TO STATE REGUI,ATORS TS THE CONTINUTNG

JI'RISDTCTIONAL CONFLTCTS WITH OUR FEDERAL COI'NTERPARTS. IT WOULD

SEEM AXIOMATIC THAT THE PEOPLE MOST AFFECTED BY FEDERAL POLTCY

SHOULD HAVE SOME INPUT INTO THOSE DECISIONS. WE HAVE ATTEMPTED AT



THE FCC TO BRING SOI{E BAI,ANCE BY ASSERTING OUR OPINION AND POSITTON

oN ALL rssuEs AFFECTTNG Us. soME wE wrN AND soME wE LosE, BUT THE

STRUGGLE TO MAINTAfN STATE COMMISSION AUTONOMY OVER FI]NDAII{ENTALLy

LOCAL DECISIONS CONTINUES.

NATI'RNL GAs REGULATTOII

I sEE THAT FRANK HOLLEWA WILL BE TALKING TO YoU ToIr{ORROw A8otlr

THE NATURAL GAS OUTLOOK fN THE 9O'S, SO I WfLL LfltIT I-{Y REI,IARKS TO

PARTICUI"AR f SSUES AND PERSPECTMS ON NATURAL GAS REGULATf ON

IMPACTTNG WGLIS SERVTCE COMMT'NITY. NIKE TELLS US THAT BO KNOWS

FoOTBALL, WELL I Al{ HEAR TO TELL THAT ACCORDING TO DON, PAT, AND

TO!{, FRANK KNOWS GAS ACQUISITION.

IN THE DISTRICT OF COLUMBTA, FUEL PROCTJREMENT ISSUES AND

I.{ARKET SHARE ISSUES PI,AY SIGNTFICANTLY MORE TMPORTANT ROLES THAN

EVER BEFORE. THIS, TN PART, IS A RESULT OF DEREGUI,ATION

INITIATMS BEGTN BY THE FERC. I Al,t SPEAKfNG, OF COURSE, OF THE

RESTRUCTT'RING OT THE INTERSTATE PIPELINE BUSINESS FROI{ SALES TO

TRANSPORTATION THUS FORCING THE LOCAL DfSTRIBUTTON COI,IPANIES (LDCs)

TO TAKE A I,IAJOR RESPONSIBILITY FOR SECT'RING ADEQUATE AND RELIABLE

suPPLrES. HOWEVER, ONCE HAVTNG GOTTEN THE NATITRAL GAS, THERE rS

NO ASSURED MARKET, GIVEN THE EMERGING TNTRAFUEL COMPETITION BET!{EEN

NATI'RAL GAS AND ELECTRTCTTY. LAST NOVEI,IBER, THE ELECTRTC AND GAS

COI,TPANIES TN THE DISTRICT FILED TO INTERVENE IN EACH OTHER'S RATE

PROCEEDINGS. WHETHER, AS SOI,IE COMMENTATORS HAVE SUGGESTED, SUCH

TNTERVENTTONS FORCE REGUI,ATORS TO ARBITRATE WHAT TS ESSENTIALLY

FREE MARKET DECTSIONS REMATNS TO BE SEEN. DESPITE THESE

INTERESTING TWTSTS, OUR COMMI'NITY NEEDS BOTH ELECTRIC AND NATt'RAL



GAS AND THE COMI,TISSION, TO USE A CLTCHE, INTENDS ONLY TO KEEP THE

PI,AYING FIELD LEVEL.

AS YOU KNOW, THE RECOVERY BY THE UTILITIES OF TAKE-OR-PAY

COSTS ASSESSAD TO THEI.{ BY THEIR INTERSTATE PIPELINE SUPPLIERS

CONTINUES. THIS II{ATTER IS, IN I,IANY WAYS, LIKE THE PROVERBIAL OLD

SOLDIER - IT TS TN TACT OLD BUT IT DOESNIT SEEI,T TO EVER FADE AWAY.

UNFORTI'NATELY, THE COI.{II{ISSTONTS DECISION ON THrS rSSUE IS STILL

I'NRESOLVED. HOWEVER, r NOTE THAT THE r,AI{ rS LESS rHAN CRySTAL

CLEAR ON WHETHER THE STATE COMI{ISSTONS MAy REQUIRE LDC|S TO ABSORB

A SHARE OF THE COSTS ASSOCIATED WITH TAKE-OR-PAY LIABILITY. AS

RECENTLY AS DECEIT{B8R OF I,AST YEAR, THE ILLINoIS APPELI,ATE coT'RT

RULED THAT THE ILLTNOIS COMII{ISSION COULD PREVENT NATURAL GAS

COII{PANIES FROM RECOVERTNG 1OO* OF PIPELINE TAKE-OR-PAY COSTS

APPROVED BV THE FERC.

ONE ISSUE I WOULD BE INTERESTED IN HEARING DEBATED IS WHY

LOCAL NATTJRAL GAS TRANSPORTATTON HAS NOT WORKED AND !{HETHER THERE

IS' IN FACT, A VIABLE MARKET IN OUR JI,RISDICTION FOR IT.
IN FORMAL CASE NO. 849, THE COMMTSSTON TNDTCATED A DESIRE TO

SEE A DUAL MARKET EVOLVE FOR NATURAL GAS SERVICE. WE ENVISIONED

A MARKET WHERE THE REGULATED LOCAL GAS COUPANY WOULD DELIVER

CUSTOMER-OWNED GAS TROM THE COMPANY'S POINT OF INTERCONNECTION T{ITH

INTERSTATE PIPELINE SUPPLIERS TO THE CUSTOMER AT A SINGLE DELIVERY

POINT. MARGTN SHARING WAS A FEATI'RE AND THE REVENUES TROM THE

DELIVERY SERVICE WOULD HAVE BEEN TREATED IN THE SAI,TE MANNER AS

TNTERRUPTTBLE SPECIAL CONTRACT REVENUES. THE COMI{TSSION

IMPLEMENTED A TRANSPORTATION TARIFF AND NOTHTNG HAPPENED. AS A



REGULATOR, IT WOULD BE HELPFUL TO HEAR THE fNDUSTRY'S ASSESSMENT

OF THTS TSSUE.

ELECTRTC REGULATION

THE ELECTRTC POWER COI,TPANY TS FACING SOI{E SIGNIFICANT

CHALLENGES TN THE DTSTRICT OF COLUUBTA. BECAUSE OF SUSTATNED

GROWTH IN ELECTRIC DEII{AND, BUT NO COHERENT PI,AN TO SATISFY IT, WE

MAY FACE FUTT'RE POWER SHORTAGES.

I REALIZE THAT FORECASTING ELECTRIC LOAD GROWTH HAS ITS PEAKS

AND VALLEYS, IF YOU WfLL PARDON THE PUN. HOWEVER, THIS TNCERTAINTy

rN FORECASTING ELECTRICITY NEEDS PRESENTS SOII{E REAL PROBLEI{S. THE

PUBLTC DOESN'T LrKE SURPRTSES, LEAST OF ALL RATE TNCREASE StRPRTSES

WHEN THEY FEEL THAT THE UTILITy IS NOT COMMTTNICATING WfTH THEI,[, OR

To THEIT{. COUPLED wfTH GREATER EXTERNAL COII{PETITfON, THE ELECTRIC

col{PANY FACES CHALLENGES rr MUST ADDRESS FORTHRTGHTLY AND QUTCKLY.

ON THE GENERATION SIDE, PEPCO HAS PUT FORTH PI,ANS TO BUILD NEI{

GENERATING FACTLITIES IN THE DISTRICT AND IT IS I{ORKING ON BRINGING

ON COGENERATION POWER TO ADDRESS SOME CAPACITY AND DEI,IAND

REQUIREI{ENTS. BECAUSE THE COMMISSTON HAS THE AUTHORITY TO APPROVE

THE CONSTRUCTTON OF NEW ELECTRIC PLANTS T'NDER THE D.C. CODE (S43-
1002), PEPCOTS PLANS TO BUILD NEW GENERATING FACfLITTES IN THE

DrsrRrcr REQUTRE COMIT{rSSrON AppRovAL. HowEvER, rN CARRyTNG OUT OUR

DUTIES, WE FOTND THAT THE DISTRICT OF COLITMBIA HAD NO STTINc pLLNS

oR REGULATTONS. OTHER DrsrRrcr AGENCTES WHrCH rSSUE pERMrrs,

LICENSES, OR CERTTFICATES FACED THE SAME PROBLEI{. BEcAUsE THERE

wAs NO TRACK RECORD, NO rNSTrrurroNAL HrsroRy, THE D.C. COMMTSSTON

AND OTHER DISTRICT AGENCTES HAVE HAD TO TNVENT THE I{HEEL.



T,NFORTUNATELY, THE PROCESS HAS TAKEN MORE TIME THAN I AI,T CERTAIN

PEPco ENvrsroNED. Ir{oREovER, r,Asr ocroBER, THE D.c. cottNcrl, ENAcTED

A I,AW I{HICH DIRECTLY AFFECTS UTILITIES AND SITING OUR JIJRISDICTION.

I AI.{ SPEAKING OF THE DISTRICT OF COLWBIA PUBLIC UTILITY

ENVIRONI'IENTAL IUPACT STATEI.{ENT ACT OF 1989 (LAl{ 8-45, EFFECTM

OCTOBER 19, 1990). THE I,AW REQUTRES A PUBLIC UTILITY TO SUBMTT AN

ENVIRONMENTAL IMPACT STATEIT{ENT AND ANALYSIS OF THE ''CUUUI,ATIVE RISK

OF ADVERSE HEALTH EFFECTS'' FROM EII{ISSIONS OF POLLUTANTS. FROM THE

INTTER SUBMISSTON, THE COMMISSION MUST THEN DETERMINE WHETHER IT
rS NECESSARY FOR THE UTILITY TO SUBMIT ADDITTONAL STUDTES.

THIS REQUIREUENT APPLIES TO PROCEEDINGS BEFORE THE COMI,TISSION

AND IS BEING PUT TO THE TEST IN F.C. 877, WHICH CONCERNS pEpCO'S

APPLICATTON TO CONSTRUCT TWO COMBUSTION TI'RBINES AT THE BENNING

GENERATING STATION. TI{IS II{ATTER IS, OF COURSE PENDING, BUT I PoINT

fT OUT AS AN ILLUSTRATION OF HOW fN TODAYTS ENVfRONIT{ENT, THE

REGULATORY ASSUUPTIONS CAN AND DO CHANGE CAUSTNG SIGNIFICANT

ADJUSTMENTS FOR EVERYONE IWOLVED IN ENERGY PRODUCTION AND

REGULATIoN. IT ALSO SUGGESTS THAT THE PoLIcY MAKERS IN oUR

JURISDICTTON MUST DEVELOP CLEARER AND MORE EFFECTIVE PROCEDURES FOR

THE PLANNING AND IMPLEMENTATION OF AN ENERGY POLICY.

THE D.C. CoMl,trssroN HAS ALSO REQUIRED THE ELECTRIC UTrLrTy TO

DESIGN PROGRAMS TO MANAGE DEMAND AND SUppLy. AS yOU KNOW, UTILTTY

PROGRAI'IS DESIGNED TO INFLUENCE DEMAND MAY HAVB SEVERAL GOALS: (1)

ADJUSTING DEMAND IN THE SHORT RT'N TO BETTER MATCH EXTSTING SUPPLTES

AND (2') REDUCING THE NEED FOR NEW SUPPLIES. DEMAND-SIDE MANAGEUENT

PROGRAMS OTTEN ARE DESTGNED TO MEET THE FORMER GOAL BY LII,TITING



GROWTH I'NTIL NEW SUPPLIES CAN BE BROUGHT ON LINE OR BY MARKETING

PowER FRoM ExcEss cAPAcrrY. ovER Two YEARS AGo, rN MARCH 1988,
OUR COU!{TSSION DIRECTED PEPCO TO FILE AN INTEGRATED LEAST COST

Pr,AN. coNcoMrrANTLY rN THAT sAIr{E oRDER, I{E wERE THE FrRsr
JURISDTCTION TO INCLUDE A NATURAL GAS COMPANY TN THE CONSERVATTON

PLANS. DcNc rILED rTs FIRST LEAST cosT PLAN THrs MoNTH. wE ARE

CURRENTLY REVTEWING THE PEPCO PI,AN, AND HAVE JUST CONCLUDED

HEARINGS. AT THE HEART OF THIS EFFORT IS A DESIRE TO PROI,IOTE

ENERGY EFFICIENCY AND I{EBT DEUAND AND ENVTRONII{ENTAL coNCERNs. I
DEFINE LEAST COST PLANNfNG (LCP) AS A FORMALIZED fNTEGRATED DEII{AND-

SUPPLY PLANNING SYSTEI,!. COMMON ELEIT{ENTS ARE DEIr{AND FORECASTS,

ANALYZING DEI-{AND REDUCTION STRATEGIES AND SUPPLY RESOURCES ON AI{

EQUIVALENT BASIS AND ADDRESSING UNCERTATNTTES ASSOCIATED WITH LONG

LEAD-TIII{E RESOURCES OR THE PRICE OT FUELS. ALTERNATIVE RESOT'RCE

COII{BINATIONS ARE UTILIZED TO II{EET MANY DIFTERENT DEIIIAND SCENARIOS

TO DETERMTNE THE OPTTMI'M Pr"AN. r BELTEVE LCp rS PRoACTTVE, ALTHOUGH

rT DOES NOT NECESSARILY ENST'RE CONSTIMERS WTLL RESPOND AS AN

ECONOI'IIC MODEL MAY INDICAIE THEY SHOULD. LCPs CAN IDENTIF,y TARcET

Al{ottNTs FOR DEI,IAND REDUCTTONS AND COSTS FOR RESOI'RCE GOALS, AND rT
PROVIDES A MANAGERIAL TOOL FOR THE UTILITIES AND THE COMMISSION TO

urrlrzE. EVSN rN FUEL PROCUREMENT, pEpCO HAS TSSUES CONFRONTTNG

IT THAT CALLS FOR A COHERENT PI,AN. WTTH THE ADVENT OF A CLEAN AIR

ACT, WHICH WILL REQUIRE UTILITIES TO CtJIr sULFtR DIOXIDE EMISSIoNS

BY 10 MILLIONS TONS, CAP EUISSIONS AT 1980 LEVELS, AND CUT NITROGEN

oxrDE, THE urrlrrY MUsr BEGrN To Acr Now ro coMpt,y wrrH THosE

REQUIREI{ENTS.
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TEIJECOIIITUNICAT IOT| REGULATTOil

WTTH THE DEVELOPII{ENT OF THE SIGNALING SYSTEIT{ 7 (SS7) NETWORK,

wHrcH ruPRovEs NETWORK SIGNALING CAPABILITTES, THE NATTON'S

TELEPHONE COMPANIES NOW HAVE tHE ABILITY, WITH STATE COMMISSION

APPROVAL, TO OFFER A VARIETY OF NEW SERVICES SUCH AS CALLER ID.

THE SS7 NETWORK IS TRANSTORMING THE ORDINARY PUBLIC SWITCHED

NETWORK INTO AN ADVANCED, INTELLIGENT ONE. ALTIiOUGH TECHNOLOGICAL

GROWTH IS OFTEN SEEN AS A BENEFICIAL COMPLEMSNT TO ECONOMIC

PROSPERITY, THERE ARE INHERENT DIFFICULTIES IN ASSESSTNG THE NEED

FOR NEW TECHNOLOGY AND SERVICES. THE D.C. COMMISSION IS COGNIZANT

OF THE SIGNIFICANT TMPACT THAT TECHNOLOGICAL ADVANCEIT{ENTS CAN PI"AY

rN THE CONSIn{ER|S LIFESTYLE. HOWEVER, WE AS REGUT,ATORS CANNOT BE

OVERLY INFLUENCED BY THE PROIr{ISE OF. "BELLS AND WHISTLES'| . THE

PUBLIC INTEREST REQUIRE}.IENT MANDATES THAT NEI{ TECHNOLOGY, AND THE

SERVICES THAT ARE OFFERED AS A RESULT, BE BENEFTCIAL TO THE

coNsul{ER AND, AT THE SAME TIME, COST-EFFICIENT. WE ARE CHARGED

WITH THE RESPONSIBILITY OF ENSURING THAT RATEPAYERS RECEIVE

RELTABLE SERVICE AT REASONABLE COSTS. THE PREVAILING PROBLEI{

ASSOCIATED WITH THESE NEW SERVICES IS, IN MANY INSTANCES, pRICING.

AN EXAMPLE OF THIS TS THE PRICING ISSUES ASSOCIATED WITTI

CALLER rD AND OTHER, WHAT WE DESCRIBE AS, rCr,ASSr SERVICES.

RECENTLY, THE D.C. COMI{ISSION APPROVED C&P'S PROPOSAL TO OFFER

RETURN CALL AND CALLER ID VIITHIN THE DTSTRTCT OF COLT'I{BIA. THE

COMIT{ISSION FOUND THAT THE PUBLIC INTEREST WOULD BE BEST SERVED IF

PER-CALL BLOCKING WAS MADE AVAILABLE WITH THE OFFERING OF CALLER

ID. C&P HAS NOW PROPOSED THAT PER-CALL BLOCKING BE OFFERED ON AN

8



OPERATOR-ASSISTED CALL BASIS. USING OPERATOR ASSISTANCE TO BLOCK

CALLS, A CUSTOMER WfSHING TO BLOCK HIS OR HER NTMBER WOULD DIAL rforl

AND THE NIJI,IBER. THE CALL WOULD BE INTERCEPTED BY AN OPERATOR, AND

THE TELEPHONE NT'MBER WOULD NOT BE FORWARDED. THE CHARGE FOR THTS

sERvrcE wAs PRICED, BY c&P, AT FoRTy-FrvE (45) cENTs pER CALL.
HOWEVER, DURING THE COMI'{ISSIONTS EVfDENTIARY HEARINGS, SEVERAL

PARTIES ARGUED THAT THE SS7 NETWORK HAD THE CAPABTLITY OF OFFERING

PER-CALL BLOCKING WTTHOUT THE NEED FOR OPERATOR ASSTSTANCE. THESE

PARTIES ADVOCATE THAT A CENTRAL OFFICE-BASED PER-CALL BLOCKING

FEATI'RE SHOULD BE MADE AVATLABLE AT NO EXTRA CHARGE TO THE

RATEPAYER. THE PRICTNG TSSUE WITH RESPECT TO THE PER-CALL

BLOCKING FEATT'RE IS CURRENTLY PENDING BEFORE THE COMIT{ISSION. IT
rS TNTERESTING TO NOTE, HOWEVER, THAT CALLER-ID HAS BEEN OFFERED

WITH FREE CO-BASED PER-CALL BLOCKING TN NEVADA.

OTHER ASPECTS OF THIS PROCEEDING TNVOLVED PRIVACY ISSUES WHTCH

REQUIRED DECTSTON-I{AKING THAT WAS A BLEND OT CONSTITUTIONAL I,AW,

SOCIOLOGY' AND POLITICAL REALTTTES. IT HAS BECoME pATENTLy OBVIOUS

TO I{E THAT EACH NEW ADVANCEMENT IN TECHNOLOGY STRETCHES THE CONCEPT

AND ouR UNDERSTANDTNG oF rrPr,ArN oLD TELEPHONE,T sERVrcE.

AS AN ADJITNCT TO THE DEVELOPTNG TECHNOLOGY, TELEPHONE

COMPANIES ARE PETITTONING STATE COI{MTSSIONS TOR REDUCED OR REI,AXED

REGUI,ATTON TOR COII{PETITIVE SERVICES. DEREGUI,ATTON OF COI{PETTTTVE

sERvrcEs MAY BEcoME THE RULE, rNsrEAD oF THE ExcEprroN. rN THE

DrsTRrcT oF CoLIJUBIA, THE D.C. COII{MISSTON DECIDED THAT C&p COULD

SEEK REGUI,ATORY RELTEF FOR ITS COMPETTTIVE SERVTCES BASED ON A
sHowrNG Or ACTUAL LOSSES ATTRTBUTABLE TO COMpETrrroN, suBsrANTrALLy



SUPPoRTED PROJECTTONS OF ANTTCTPATED REVENUE LOSSES, WrrH C&p's

SITAREHOLDERS BEARTNG THE BURDEN OF ANY LOSS DUE TO SERVICES T'OR

WHTCH THERE WAS REDUCED REGUI,ATION. I{E ALSO PROVIDED OTHER

GUIDELINES WHICH ARE GENERALLY BASED ON THE STAFF'S PROPOSED

TTTNDUSTRTAL ORGANTZATTON'| (rO) AppRoAcH. THE rO APPROACH FIRST

DEFINES THE MARKET AND THEN ASSESSES THE I!{PLICATTONS OF ACTUAL

I.{ARKET SHARE OR POWER. IN APPLYTNG FOR REDUCED OR FLEXIBLE

REGUI,ATION C&P WILL ALSO BE ALLOWED TO MAKE A SHOWING OF THE

EXTSTENCE OF VTABLE COMPETTTORS, pRrCE AND NON-PRrCE COI{PETITTON,

AND THE OPPORTIJNTTY AND EASE WTTH WHICH FTRMS CAN ENTER AND EXIT

A },TARKET.

IN THE FEDERAL ARENA, THE COMMISSION HAS BEEN EXTREIT{ELY

ACTfVE, GOING TOE-TO-TOE, WITH RESPECT TO THE FCC|S PREEMPTION OF

STATE COMIT{ISSION I S AUTHORTTY TO REGULATE ENHANCED SERVICES OR

TUPOSE STRUCTI'RAL SEPARATIONS. IN THE RECENT COMPUTER TII
PROCEEDING, THE UNTTED STATES COURT OF APPEALS FOR THE NINTH

CTRCUIT VACATED AN FCC DECISION TO ALLOW THE BELL OPERATING

CO!{PANTES TO INTEGRATE THEIR REGULATED COMMON CARRIER

COMMTTNICATIONS SERVICES AND t'NREGUI"ATED ENHANCED OR DATA PROCESSING

SERVTCES WTTHOUT THE EARLTER REQUTREMENT OF STRUCTTJRAL CORPORATE

sEPARATroNs. BY rIt{PLrcATroN, THE couRr REJEcTED THE Fcc's cosr-
ACCOI'NTING PROCEDURES AS PROTECTION FOR RATEPAYERS AND COMPETITORS

AGAINST THE HARMFUL EFFECTS OF CROSS-SUBSIDIZATION. THIS DECTSION

HAS BEEN HAILED BY NARUC AND VARIOUS STATE COMMISSTONS. AS T HAVE

STATED IN THE PAST, THE FCC'S NON-STRUCTT'RAL SAFEGUARDS ARE
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TNADEQUATE TO ENST]RE THAT BASIC RATEPAYERS ARE PROTECTED FROM

CROSS-SUBSTDIZATION BETWEEN REGUI,ATED AND NON-REGUI,ATED OFFERINGS

BY THE SAI'{E COI-IPANY. FURTHER, STATE COMI.{TSSIONS AR8 NOW PERuITTED

To REGULATE THE SALE oF ENHANCED sERvrcEs By THE BoCs wITHIN TttEIR

RESPECTIVE JURISDICTIONS. AS GREAT AS THE COMPUTER III DECTSTON

IS FOR STATE REGULAToRS, IT IS UNFORTTTNATE THAf THE U.S. COttRT OF

APPEALS FOR THE DISTRICT OF COLU,IBIA CIRCUTT, IN t'tARyLAND pSC v.
FCC, DECLINED TO REVIEW THE l.lD. COMMISSIONTS PETITION CHALLENGINc

FCC PREM.IPTION OF STATE AUTHORITY TO REGUI,ATE THE RATES FOR

DISCONNECTION FOR NON.PAYMENT OF SERVICE THAT LOCAL EXCHANGE

CARRIERS PROVIDE TO INTEREXCHANGE CARRIERS. BUT AS I STATED

EARLIER, THE STRUGGLE TO MAINTAIN STATE COMI,IfSSION AUTONOMy OVER

FT'NDAII{ENTALLY LOCAL DECISTONS CONTINUES.

THE UTILITY WORLD TS CHANGING AND WE REGUI,ATORS MUST EVALUATE

AND UNDERSTAND THE FORCES BEHTND THOSE CHANGES - BECAUSE WE, TOO,

MUST CHANGE. THE UTTLTTIES CAN HELP, BY HELPING THE REGUIJ\TORS

T'NDERSTAND UTILITY NEEDS AND DECISIONS. ONE OT THE REAL TRUTHS TS

THAT AN INFORMED REGULATOR USUALLY, NOT ALWAYS, BUT USUALLY I{AKES

A BETTER DECISTON THAN AN T'NINFORMED ONE.

REGULAToRS HAVE THE oBLIGATION TO MONITOR HOI{ A UTfLITY
EXERCTSES rrs oPTroNs ro ACHTEVE THE GOAL OF PROVTDTNG ADEQUATE

SERVICE SAFELY AND ECONO!,IICALLY. THE TRADITIONAL RATE-CASE SHOOT-

our rs oNE wAY, BUT TNCREASTNGLY, DEcrsroNs MUsr BE I{ADE

COOPERATIVELY ABOUT CERTAIN DIRECTIONS AND APPROACHES THE UTTLITY

wrLL TAKE TO FULFTL rrs MrssroN. MOREOVER, UTrLrrrEs ARE ENTTTLED
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TO BETTER THAN A BACK!{ARD-LOOKING PRUDENCY REVIEW. SOI{E COI,IMON

sENsE APPROACHES To HELPING THE REGUI"ATORS INCLUDE: (1)

ARTICULATING CLEAR coNcRETE coAl,s To THE coMl{rssroN, (z)

BRAINSTORMING WITH THE COMMTSSION STAFF ON WAYS TO SOLVE PROBLEXIIS,

(3) BEING FORTHCOMING AND NOT RESISTING COMI,TISSION EFFORTS TO

oBTATN NEEDED TNFORMATTON, AND (4) RESISTTNG THE TEI,iPTATION TO VrEW

THE COMMISSION AND ITs STAFF As AN ENEIT{Y.

W8, AS STATE REGUI,ATORS, MUST STRIVE TO EVOLVE WORKABLE AND

TII,TELY METHODS FOR UNDERSTANDING AND DEALING WITH THE ISSUES

CONFRONTING OUR UTTLITIES. THE EXPECTATIONS RISE AS THE DEMANDS

OF NEW SERVTCES REQUIRE THE COMI{ISSION'S AND UTTLITIES TO VENTURE

INTO I'NCHARTED WATERS. THESE RTSING EXPECTATIONS ALSO SEEM TO

CREATE A I{ISTRUST OF THE COMI{ISSIONIS MOTIVES AND POLICIES AS WE

SEEK To ASSURE THE PUBLIC INTEREST IS SERVED. I THrNK I{E Ir{AY

DISAGRES AT TIMES AS TO WHAT IS IN THE PUBLIC INTEREST. BUT THE

FUTI'RE OPTTONS ARE TOO TMPORTANT TO BE LEFT TO CHANCE. MOREOVER,

IT IS II,TPERATIVE THAT THOSE WHO WTLL ULTIMATELY PAY THE IITILITY

BILLS BE INVOLVED IN THIS PROCESS.

r THANK YOU FOR LISTENING TO ME. I HOPE THAT OI'R DIALOGUE

WILL BE A RETINEII{ENT AND CONTTNUATTON OF COOPERATIVE EFFORTS WHICH

SERVE RATEPAYERS AND SHAREHOLDERS EQUALLY WELL. AS I BEGIN MY

TENTH YEiLR AS A REGUI"ATOR, I MARVEL AT THE CHANGES I HAVE SEEN IN

THE UTTLITY INDUSTRY. IT HAS MOVED FROM A STATTC POSITION TO

FRENZIED ACTMTY TNVOLVTNG EVERY ASPECT OF TELECOMMI'NTCATTONS,

NATURAL GAS AND ELECTRICITY. THE COMPLEXITIES WE FACE HAVE TRIPLED

AND AS THE NEW REGULATORS AT OIIR COMMTSSION GO THROUGH A LEARNING
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PROCESS' I Al{ MINDFUL OF THE CHALLENGES AND OPPORTUNITTES THAT LIE
AHEAD WE CAN ADDRESS THEIT{ TOGETHER, coLLEcTIvELY oR wE cA}.l

STRUGGLE WITH THEITI INDIVIDUALLY- THE CHOICE TS CLEARLY OURS - THANK

YOU AGATN FOR THIS OPPORTI'NTTY.
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