FISCAL NOTE

Requested by Legislative Council
01/30/2001

Bill/Resolution No.: SB 2410

Amendment to:

1A. State fiscal effect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to
funding levels and appropriations anticipated under current law.

1999-2001 Biennium 2001-2003 Biennium 2003-2005 Biennium
General Other Funds  General Other Funds  General Other Funds
Fund Fund Fund
Revenues $0 $0 $0 $10,000 $0 $10
Expenditures $0 $0 $296,300 $10,000 $160,000 $10,000
Appropriations $0 $0 $296,300 $10,000 $160,000 $10,000

1B. County, city, and school district fiscal effect: Identify the fiscal effect on the appropriate political subdivision.

1999-2001 Biennium 2001-2003 Biennium 2003-2005 Biennium
School School School
Counties Cities Districts Counties Cities Districts Counties Cities Districts
$0 $0 $0 $0 $0 $0 $0 $0 $0

2. Narrative: Identify the aspects of the measure which cause fiscal impact and include any comments relevant to
your analysis.

Thefiscal impact identified in thisfiscal note is based on the Public Service Commission's under standing
that the sponsor of the bill will request amendmentsto clarify that the the intent of the bill isto bring
telephone cooper atives and independent telephone companies with 2500 or mor e subscribers, and
electric cooper atives with 2500 or more member s served, under Commission jurisdiction. All
information in thisfiscal noteisbased on that assumption.

Thishill causesfisca impact by bringing additionl utility companies under Public Service Commission jurisdiction.
The Commission's new responsibility would be to ensure just, reasonable and nondiscriminatory rates for loca
telephone service from cooperative and small companies with 2500 or more subscribers, aswell asfor dectric
service from dectric cooperatives with 2500 or more members served.

3. State fiscal effect detail: For information shown under state fiscal effect in 1A, please:
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and fund
affected and any amounts included in the executive budget.

The only Generd Fund revenues expected from this bill are tariff filing fees, a $50 per filing. The total amount
expected isless that $5000 and so is insufficient for indication on the fiscal note. The Other Fund revenue noted
aboveis Vauation Fund revenue. The Vauation Fund can be used for expensesin eectric rate increase
applications and tel ephone cases. When expended, Vauation Fund amounts are billed back to each company
involved in the proceeding. Consequently, any Vauation Fund expenditure has a corresponding Vauation Fund



revenue impact. As discussed below, we estimate that an increase in the Vauation Fund appropriation will be
necessary, with a corresponding increase in expenditures, for the costs associated with notice publications and
hearings on certain cases. Once expended, these amounts will be billed back to the companiesinvolved, resulting
in the expected revenue impact noted above.

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected.

The Commission estimatesthe need for an additional one and one-half FTEs and associated expenses
on a going forward basisto implement thisbill, plus one additional FTE and associated expensesin the
first biennium of implementation. The Commission also estimates some additional Valuation Fund and
oper ating expendituresfor notice publications and hearings.

Thishill would bring many new companies under Public Service Commission regulation. The bill would bring 11 of
17 dectric cooperatives under regulation for the first time, and 14 of 19 cooperative and small independent
telephone companies under additiona regulation over and above that to which they are currently subject. Under
the bill, the Commission would be responsible for locd rate regulation of 17 telecommunications companies rather
than the current three, and for rate regulation for 14 ectric companies rather than the current three.

The current forms of regulation for telephone and eectric companies are different, requiring different types of
implementation. Consequently, implementetion of the different components of the bill will have different fisca
impacts on the agency. In addition, the type of implementation, and the legidative intent, will affect the fiscal impact.
Electric cooperatives would be subject to traditiond rate of return regulation, including rate setting, cost of service
sudies, rate design, tariff filing requirements, tariff sugpension, andysis of terms and conditionsin tariff provisons,
disconnects, bill payments, deposits, alowable expenses, accounting methods, meter accuracy, meter disputes,
cogeneration, fud adjustments, rdiability and resource planning, etc. The Commission would be responsible for
handling consumer inquiries and complaints on these maiters as well.

Teephone companies affected by this bill would be subject to local rate regulation, either by rate of return
regulation or price cap. In addition to rate regulation, the companies would be subject to regulation which includes
the terms and conditions of service, discrimination and service quaity. The Commission would be responsible for
handling consumer inquiries and complaints on these matters aswell. All telephone companies are currently subject
to regulation regarding authority to operate, disconnects, competitor relationships, diaing parity, universal service,
eigible carrier status, access service and implementation of the Federa Telecommunications Act of 1996.

The expenditure impact figures represent one new analyst position at an estimated cost of $100,000 and an
additiona one-haf postion at the adminidrative assstant level at an estimated cost of $37,500, for atota of
$137,500 in the sdlaries line item, plus associated expensesin the operating line item. These positions would be
required to regulate this number of utilities for the 2001-03 biennium and continuing into the future.

In addition to the 1.5 FTEs noted above, the Commission would have additiond implementation expensesin the
2001-03 biennium due to the need for another anayst, probably at a higher pay grade than the above. This could
require outsde consulting services or an additiond FTE. We estimate that outside consulting services would be
more expensive than an additiona FTE, even at ahigher pay grade. Consequently, we estimate an additiona
$125,000 in salaries plus associated expenses in operdting.

The above resultsin total estimated expenditures of $262,500 in sdaries for the 2001-03 biennium and $137,500
in sdariesfor the 2003-05 biennium. Also included in the estimate and related to the FTESis$23,800 in



associated operating expenses for the 2001-03 biennium and $12,500 in associated operating expenses for the
2003-05 biennium.

Additiond operating expenses would be required, not associated with the FTES, for the publication of notices and
the payment of hearing costs. Certain of these additiona operating expenses, those reating to applications for
increases in electric rates or relating to telephone cases, can be charged to the Vauation Fund, and an amount of
$10,000 for this expense for each biennium is noted under the Other Fund heading, above. For other types of
cases, including dectric tariff filings and rate reduction cases, an estimated amount of $10,000 each biennium would
be required in the Commission's generd fund operating lineitem. An amount of $10,000 for this expenseis
included in the total Generad Fund amount, above.

Thisresultsin atotal Genera Fund expenditure impact for the 2001-03 biennium of $296,300 and for the 2003-05
biennium of $160,000.

C. Appropriations: Explain the appropriation amounts. Provide detail, when appropriate, of the effect on the
biennial appropriation for each agency and fund affected and any amounts included in the executive budget.
Indicate the relationship between the amounts shown for expenditures and appropriations.

The explanations from the Revenue and Expenditure sections apply here. An gppropriation would be required for
the additiond FTES, the additiond operating expense needs and the additiona Vauation fund needs.
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