JOINT HOUSE-SENATE APPROPRIATIONS SUBCOMMITTEE ON NATURAL
RESOURCES AND BUSINESS REGULATION - MINUTES
February 28, 1983

The meeting was called to order by VICE-CHAIRMAN SMITH at 8:20 a.m.
in Room 132 of the Capitol Building, Helena, Montana.

ROLL CALL: HEMSTAD, BOYLAN, LANE, SMITH - Present
MANUEL, STOBIE - Excused
Staff Present: DICK GILBERT, LFA; TERESA COHEA, OBPP;
and PATTI SCOTT, SECRETARY

PUBLIC SERVICE COMMISSION (Tape #67 Side B-001)

BILL OPITZ, Executive Director of the Public Service Commission
was present. Before beginning the budget presentation, there were
several proponents to the Commission's budget:

JAMES MULAR, Brotherhood of Railway, Airline and Steamship Clerks,
Freight Handlers, Express and Station Employees. MR. MULAR presented
written testimony (EXHIBIT D). In summary, they are requesting

that the Committee approve the appropriation sought by the PSC

for a Rail Safety Inspector. The combined unions have a tremendous
amount of employees who are exposed to safety hazards and have not
been able to get the safety inspections. They feel the cost for

a State Track and Safety Inspector is a mere pittance, when it

comes to saving injuries and lives.

JOHN ALKE, Attorney for Montana-Dakota Utilities. MDU feels setting
rates 1s becoming such a science. It is essential the Public Service
Commission have the appropriation they need to operate with.

WALTER HYER, Attorney for Mountain Bell. He presented written
testimony in Exhibit A. Mountain Bell feels that additional funding
is necessary, but that it must carry with it commission responsi-
bility and accountability to significantly reduce or eliminate

the major regulatory problems identified by the Legislative Audit
Committee. Mountain Bell believes it would be in the best interest
for the Legislature to create a mechanism whereby the PSC must

track and account for the effectiveness of its utilization of

these resources in alleviating the very real and practical concerns
identified by the Audit Report. Mountain Bell suggests the appoint-
ment of a special legislative task force to review, on ayearly
basis, the specifics of how the PSC has utilized its additional
resource capabilities to improve the regulatory process. Formal
reporting should be required with an opportunity for input by
consumers as well as by regulated utilities.

MR. HAMERMAN, Montana Power Company. MPC feels the requested
appropriation is essential for proper regulation.

RENEE BRETON, representing Tom Ryan for the Montana Senior Citizens
Association. Exhibit B written testimony was provided. The Senior
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Citizens support the expenditure of sufficient funds to enable

the Public Service Commission to expand its auditing and data-proces-
sing (computer) capabilities. Consumer protection resulting from
closer day-to-day scrutiny will assure greater economic justice to
all consumers.

TOM SCHNEIDER, Chairman of the Public Service Commission. He hopes
the Committee would consider the Sunset Review and Legislative Audit
Report, and would adopt the proposed budget.

BILL OPITZ and MADELINE COTTRILL, Administrator of Centralized
Services presented a revised copy of the budget. (EXHIBIT C)

Contracted Services (tape #67 Side B-101)

The original request was for $101,164-FY84 and $93,446-FY85. The LFA
difference was $33,017-FY84 and $16,364-FY85. The difference is
OBPP includes $11,000 for the Legislative Audit and $7,724-FY84 for
a Legal Intern. MR. OPITZ stated he subtracted $11,000 and $7,724
from the OBPP figure to reach $82,440-FY84. There were still

some other items the OBPP and LFA could not agree on, including
transcripts, safety act, and fees belong to the National Association
of Regulatory Commissions. The dues are $1,034 per year. $1,029
difference in inflation, and other miscellaneous differences.

The PSC was spending some Federal monies under the Public Utilities
Regulatory Policies Act (PERPA) and saving the General Fund money.
This amounted to $908 that was used for printing, and the PSC

wants this included in FY84 and FY85, since the Federal Monies

are no longer available.

TERESA COHEA, OBPP, stated there was still an $1,100 difference
between the LFA and OBPP that had not been accounted for. They
assumed it was the inflation factors applied. MS. COHEA understands
that Mr. Opitz has taken a number between the LFA and OBPP.

DICK GILBERT, LFA, was not convinced that inflation factors were

the difference, and agreed to work this out with MS. COHEA.

MR. OPITZ stated the new request of $96,259-FY85 includes the $11,000
for the Legislative Audit and reflects the elimination of the

Legal Intern $8,187-FY85. The LFA had allowed only $7,000 for

the Legislative Audit, but their latest report showed that would

be $11,000. The audit occurs every two years under statute. The
Legislative Audit is a financial audit. The Sunset Audit is a
program audit.

DICK GILBERT, LFA, asked in cases where Federal Funds were used, were
the General Funds reverted for those exvenditures. If General Fund
was not reverted on those expenditure items paid with Federal

money, then replacing the Federal money now would just augment the
General Fund further. MR. OPITZ stated they had reverted back
$59,000 in FY82. They do not line-item, so it is difficult to
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identify. The reversion would have been smaller, had they not spent
the Federal dollars from PERPA. MR. OPITZ stated they make an
adjustment by looking at the expenditures from PERPA and putting
this into a base year. MS. COHEA stated PSC did spend less in
Contracted Service, but because the expenditures are not line-
itemed, it is difficult to track the actual reversion. The FY82
appropriation was $60,642, and they spent $42,668.

MR. OPITZ stated they also reverted approximately $140,000 of
Federal monies because of all the "strings" attached to
the expenditures.

SENATOR BOYLAN asked if the PERPA monies were ongoing and what
the status is. MR. OPITZ said the PSC must report to the Federal
government for ten years after the National Energy Act was passed.
The grant monies from the Act lasted for two years. The States
are supposed to pick up this cost for the remaining eight years.
The State is still required to evaluate the rate standards that
are contained in the Federal Law.

SENATOR SMITH asked what if the State refuses to pick up this
cost. MR. OPITZ replied rate structure is a very important part
of the total picture. Basically, PERPA wants the States to focus
on who pays what, in addition to looking at how many dollars

a utility should have.

SENATOR LANE asked if any of the Contracted Services are for
legal fees. MR. OPITZ stated there were some for the AT&T Dives-
titure, which was covered by modification at the beginning of
this Session. The other attorneys are all in-house.

(Tape #67 Side B-352)

SENATOR LANE asked how rate figures are arrived at. MR. OPITZ
stated expenditures of the utility are considered, to determine
what kinds and how much cost is associated with the different
functions. The PSC also considers what is being used, and assigns
users to "classes." The PSC then designs rates or kilowatt

hours to generate revenues to cover costs in each one of the classes.

SENATOR SMITH asked if this is designed by methodology, or pressure
from the consumer. MR. OPITZ stated the PSC had adopted a "Mar-
ginal Cost" methodology, which he feels is fair to all classes.

It has made a difference as far as a restructuring of rates from

one class to another. The worst disparity occurred this past year.

A Montana Power study showed that the industrial revenues only
contributed 25% compared to 50% of usage. Specifically, the
irrigators were not picking up any costs associated with generation
because they were an off-peak load. Montana Power had a winter
peaking load, but the irrigators used their energy in the summer-
time, and had not been assigned any generating capacity.
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SENATOR BOYLAN stated the Montana Power Company had sold the irri-
gators hydro-power. This was an excess power in the summer they
needed to get rid of. By good faith, the farmers installed
irrigation equipment. Then PERPA stated the power rates should

be split up differently, and hurt the farmer. He feels Montana
Power should have backed up their verbal agreements with the
farmers. Now the farmer must pay much more than they ever inten-
ded. The farmer also paid for the power lines to come into their
place. Residential did not have to pay for that cost. SENATOR
BOYLAN feels this will have one of the heaviest impacts of farming.

MR. OPITZ stated Montana Power was asking for a 400% increase to
the irrigators. The PSC staff felt the increase should have been
125%. The PSC felt that was too much and agreed to a 52.5% increase.
The Consumer Council had recognized a 57% increase.

Supplies and Materials (Tape #67 Side A-575)

The request includes winter jackets for five field men. The
other differences are administrative rules and repairs to vehicles.

Communications

When the PSC advertises a legal proceeding, the charge goes to the
utility, and the money then goes back to the General Fund - a
"wash."

Rent (Tape #68 Side A-024)

PSC currently pays $53,750. The owners are asking for a $4,500
increase. MR. OPITZ stated the PSC is at capacity in their present
location. If this Subcommittee approves the modifications, which
asks focr more FTE's, the PSC will look for other space to lease.
They are currently reviewing the old IBM building here in Helena.
The rent on it would be $58,942, compared to the present location
of $58,792-FY84. The present rent is $5.75 per sq. ft., and
includes janitorial. MS. COHEA stated that State-owned buildings
rent for about $3.17 per sqg. ft.

Other Expenses (Tape #68 Side A-074)

This includes dues to the national association, subscriptions, regis-
tration fees for training conferences, and for taxes. The taxes

are on the building. There is a base year to compute the taxes

over and above the rent figure, and this is built-in. In the past,
the building owners have tried to protest, but the PSC will have

to pay $2,100 this year.
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Equipment

This includes a new car, typewriters, dictaphones, and chairs.

General Fund Request (Tape #68 Side A-114)

The FY84 request is $1,430,731; FY85-1,459,578. F¥83-$1,439,921.

Natural Gas Safety Program

The FY82 expenditure was $18,145. The Federal monies were reduced
and the State in turn reduced their contribution by reducing the
program. They no longer do Master Metering Inspections.

MODIFICATIONS (Tape #68 Side A-175)

MR. OPITZ introduced a letter from Senator Matt Himsl, Chairman of
the Legislature Audit Committee. (EXHIBIT E) The Audit Committee,
in unprecidented action, urged this Committee to consider the

Audit Committee's findings, specifically the need for the PSC
capability to verify and more thoroughly analyze the information
provided by the regulated utilities and carriers, through increased
audit and data processing capabilities.

SENATOR BOYLAN stated he is not always happy with the Legislative
Audit findings. He feels the Consumer Council and the Utilities
should present their sides, and then the PSC make up their minds.
Now the Audit recommends to put more people on to do what 1is
already being done.

STEVE BROWN, ex-Senator and ex-member of the Audit Committee was
present. He stated the Audit Committee reviewed in detail the way
the PSC operates and how rates are set. The PSC does hear the
utilities' side, and they the consumers' side. Somewhere in-between
lies the truth. It is the function of the PSC to determine what

is the correct data base.

This is the reason for the Legislative Audit recommendation. The
PSC must have a data base to work from. When the PSC gets these

two sides, they need proper information to determine what is right.
The heart of the matter is that the PSC deals in very complex
information. They must have the capability to make decisions

on these complex rate case issues. The Audit Committee feels

the PSC staff is over-extended, and need more staff and capabilities
to do even the mandated functions.

SENATOR BOYLAN stated his concern is duplication of efforts between
the Consumer Council and the PSC. MR. BROWN feels that the Consumer
Council comes in from the perspective as an adversary to what

the Utilities are requesting. With accountants, attorneys, etc.,
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giving information from both sides, it is hard to operate on

neutral ground. SENATOR BOYLAN stated a judge does not have these
increased capabilities, and yet he must make decisions. MR. BROWN
stated this is the reason for the Audit recommendations =~ because
of the need for technical information in order to make the decisions.
By the time it gets to a judge, the technical aspects have been
covered, and his decisions are usually based on procedure and
legality.

MR. OPITZ introduced EXHIBIT F, a list of the thirteen MODIFICATIONS.
COST: FY94-S684,000 - General Fund; FY85-~$652,000 General Fund
S 24,026 - Other ; $ 19,000 Other

Comments on Modifications: #10 - Clerk Typest. MR. OPITZ testified
he would accept .5 FTE. #11 - National Regulatory Research
Institute. TOM SCHNEIDER stated this Institute used to be funded

by Federal dollars. The Institute lost that funding and is now
asking the States for support. MR. SCHNEIDER feels the smaller
populated states get the most benefit because the contributions

are based on population. All states plan to participate.

MR. SCHNEIDER stated he is on the Board of Directors. #13 - Toll
Free Number. REPRESENTATIVE HEMSTAD asked why not utilize the
Citizen's Advocate more. MR. OPITZ stated they have tried, but

this has not worked out. He also stated he may be opening "Pandora's
Box."

The meeting adjourned at 10:30 a.m. (Tape #68 Side B-226)

ED SMITH, Vice-Chairman
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WRITTEN TESTIMONY !

THE MOUNTAIN STATES TELEPHONE AND TELEGRAPH COMPANY

Legislative Appropriation for the
Montana Public Service Commission
Mountain Bell, as a regulated public utility and as an

active participant in the Legislétive Audit Committee pro-
ceedings relative to the Sunset Review of the Montana Public
Service Commission, supports in concept the Legislative
Audit Committee recommendations that the Public Service Com-
mission capabilities be expanded thrqugh the establishment

of:

1) capability to audit the finances of regulated utili-

ties and carriers;
2) data processing capability; and

3) capability for an ongoing financial review of regu-

lated utility and carrier earnings.

It was Mountain Bell's firm conviction during the Legis-
lative Audit Review process that the regulator must have the
information that it requires in order to effectively regu-
late and balance the interests between utility shareowners

and consumers. In order to achieve this appropriate balance



*

and cast aside the perception of the regulator being a con-
. ]
sumer advocate, it is essential that the Commission have the

resources and tools to carry out its mandate.

Mountain Bell would support the funding of these newly
established capabilities; however, it is imperative that
this;recommendation of the Legislative Audit Committee not
be Qiewed in a vacuum. The Legislative Audit Report
concluded that there were, indeed, problems in the current
regulatory process and the major items of concern included
regulatory lag and attrition being experienced by the
utilities. 1Issues such as attrition or phenomenon that the
utilities are not afforded the opportunity to earn the
authorized rate of return, must not go unnoticed in addi-

tional funding for the Commission.

It is the position of Mountain Bell that additional
funding must carry with it Commission responsibility and
accountability to significantly reduce or elimnate these
major regulatory problems identified by the Legislative

Audit Committee.

There is no question that the Public Service Commission
must have the resources in which to effectively regqulate.
However, it is the belief of Mountain Bell that it would be
in the taxpayers' best interest for the Legislature to

create a mechanism whereby the Public Service Commission



-

must track and account for the effectiveness of its utiliza-
i

tion of these resources in alleviating the very real and

practical concerns identified by the Audit Review Team.

It is suggested that a reasonable mechanism would
include the appointment of a special legislative task force
to review, on a yearly basis, the specifics of how the
Montana Public Service Commission has utilized its addi-
tional resource capabilities to improve the regulatory
process. Formal reporting should be required with an oppor-
tunity for input by consumers as well as by regulated

utilities.

Mountain Bell fervently hopes that the establishment of
additional resource capabilities for the Public Service
Commission will indeed sophisticate the Commission process
in order that it may more effectively pursue its overall
regulatory purpose. It is in the best interest of the
taxpayer, the utility consumer, the utility, and most impor-
tantly the Public Service Commission that the Legislature
provide such a reasonable tracking mechanism in order that
the people of the State of Montana can be assured that their
dollars are being invested toward a return measured in

effective and improved regulation.
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Montana Seninr Citizens Asgsn., Inr. 7 2643

WITH AFFILIATED CHAPTERS THROUGHOUT THE STATE
P.O. BOX 423 - HELENA, MONTANA 59624

(406) 443-5341 28 February 1983

TESTIMONY OF TOM RYAN, OF THE MONTANA SENIOR CITIZENS ASSOCIATION

As a private, non-profit advocacy association, The Montana Senior
Citizens Association had advocated for consumer justice in every rate
setting case to come before the Public Service Commission in 1982. It
has been the mission of MSCA to advocate economic justice in the areas
of medical costs, transportation, communication and energy.

Much to our chagrin, we have advocated greater support for the Public
Service Commission in what has appeared to be futile attempts to combat
the continuous onslaught by utility companies to satisfy stockholders
regardless of the effects on the lines of people on fixed low incomes.

We have observed utility companies' use of seemingly unlimited
resources to plead their cases before an under-financed regulatory body.

The utility industry is undergoing expensive changes. They are able
to cope with technological advances with automation and sophisticated
methods.

As poor planning by the utility companies continues, their prog-
nostications have forced higher electrical and natural gas raises to be
granted by the commission.

Poor planning has caused a shift from renewable energy sources to
expensive, non-renewable resources. This has allowed for rationalizations
of the pass-through of high cost natural gas.

Uéility companies, both the energy providers and the communications
systems, are able to impliment technological changes needing training
and retraining of staff. Costs of this training is rolled into the rate
base paid for by consumers.

The Montana Senior Citizens Association supports the expenditure of
sufficient funds to enable the Public Service Commission to expand its
auditing and data-processing (computer) abilities. Consumer protection
resulting from closer day-to-day scfutiny will assure greater economic

justice to all consumers.
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BROTHERHOOD OF RAILWAY, AIRLINE AND STEAMSHIP ctsm‘;?
FREIGHT HANDLERS, EXPRESS AND STATION EMPLOYES -

440 Roosevelt Drive R.R. #1 ‘JAmm~ ‘
10—-CLC bruary-1983 Director - °,
AFL-CIO 28th February o3
- ® Butte, MT 5970¢ . ..
» Phone 406-494-2316  ~

TO: Honorable Rex Manuel Chairman, Appropriations, i

Sab-Committee on Natural Resources and Business

Reguiations

ilemvers: Represcntatives; Hemstad, Stoble,Senaters:
Boylan, Smith and Stimatz.

Re: Montsna Piolic Service Commisaions! judget, page
146 »i tne Execitive 3:dget, Specliically Montana
State Raill & Safety Inspector. ( 1 FTE- $49,358
Fiscal 1984 ana #39576 for 1988. 50/50 State and
Federal funding. Training costs paid by Feds.)

Greetings:

The sbove captioned organization (BRAC) along with the United
Transportation Union (UTYJ) Brotherhood of Msintenance of Way E
Employes (BMWE) ana the 3rotherhood of Locomotive Engineers, (pLE)
respectfully request that the Committee appropriate the ameunt 3
submitted o7 the Public Service Commission regarding a Rail
Track and Sefety Inspector,

BACKGRO'THD

Sections 69-14-115 and 69-14-11¢ MCA were enacted by the R
Montans Lezislature in 1971 ( Sec. 1 Chapter 124 L. 1971) T
pursiant to the National Rail Safety Act of 1970. This :
legisiztinsn a1thorized the Padlic Service Commission to

enter into a federal state rnil safety program. (re: HB

508 Montana Legislsture 1971 ) Section 69-14-115 of the

Act providec for investigatory authority concerning railroad

safety laws, Sectlon ¢0-14-116 MCA enumerates fixed pleant

facility and rail ricsht of ways, rolling stock, and leommotive s
power, The Coutrission must enlorce employee safety and public AR
safety relating to Warenouses, Platforms, Dockd, Public Team

Tracks, Stockyards, Repalr Shops, Store Rooms, Terminal Facilities
wayside appmptenaaces, rolling stock, etc.

Presently the Federal Kalliroad Administration, department of
Safety has limited jurisdiction over fixed plant facilitles.
There are 4 F.,R.A. inspectors. Thier function covers a feur
state Area: Montana, Wyoming, Idahe, and Eastern N,D.&“S.D,
Limiting thler lnspections to Main Line Trackage.,

OSHA attempted to secure Jurisdiction over the fixed plant
facilitlies of railroads such as repafr sheps, terminsl plant,
station and warehouses, Tie Plants, Burlingten Nerthern was
successfull in Federal Court enjoeinkng OSHA from this jurisd-
diction. Thereby leaving liontanas Reil plant with enly ene
remedy. A STATE RAIL & TRACK SAFETY INSPECTOR, who would be
vested Dy statutory aughority te safeguard the pyblic and the
employees,
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FIXED RAILROAD PLAYNT FACILITIES IN MONTANA RS
Operating Crew T2rminals 5?{
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GLENDIVE, FORSYTH, LAUREL, LIVIHGSTON, BUTTE, HELENA,

MISSOULA, GREAT KALLS, SHEL?Y, GLASGOW, HAVRS, WHITEFISH,

(Lecated on the B.W.) BJTTE, ANACONDA, (Located on the BAP)

DILLON and SILVER 30W, (Locsated c¢cn *he Union Pacific)

a total of 1¢ Traln Crew Terminals, consisting of Switching e
personell, who have health a1 sanltntion facilities both LN
in equipment and fixec plient.

REPAIR SH0O?PS

LAJ. EL, LIVINGSTON AdD AVRE, 3itusted on the 3B,N.
Consisting of Cer Shops, Locomotive Revsir Shops, and
General Storerpows.Hsving showers, Tollets, Lunch Rooms,
and mmeral safety devices,

TATION FACILITIES, Consisting of
Depots, Warehouases, Platforms and
Public Team Tracks.,
e SRR SRR S ERRERR
B JRLINGTON NORTH=RN STATIONS:
DARBY, HAMILTON, TOMPSON KFALLS, RONAN, POLSON, MISSOULA,
DRIJMMCOND, PHIL' P3S3'I°G, TARIISON, DEER LODZE, WHITEHALL,

THREE ['ORKS, TOSTON, TRIDENT, TOWNSEND, EAST HELENA, HELENA, -
MANHATTAN, SEL:RADE, 30ZENAN, LIVINGSTON, 3IG TIMBER, COLUMBUS, .
LA JREL, R DGRR, L/00% ©27°3, HARDING, HUNTLEY, FROMBERG, S
HY5if., FORSYTH, MILES CITY, TERRY, GLENDIVE, WIBAUX, CIRCLE, - 7
SIDWEV, FAIRVIEW, $PINVILLK, CODSERTSCN, MEDICINE LAKE, FOUR -

2 T, CLEXVIEI G K, SCOBEY, OP1'Eli, PLEWTYWOOD, WOLFPOINT,
GLASG0w, WALTA, CIINOOK, HARLE., JERALDINE, DENTON, LEWISTOWN,
STAUMORD, wel1, PFCRT BENTON, CARTER, CHAPPEL, BIG SANDY, VALIER,

ol Tii, HINGHAL, INVERAIESS, SHELBY, CCONRAD, BRADY, DUTTON,
POWER, CUHOIEAJ, STNB 3T, C 'TBANK, BROWNTNG, COLJBMIA FALLS,
winITke ISH, o /REXKA, LI3BY, TROY, GRBEAT ¥ALLS, BILLIN3S, SUPERIOCR,
POWER, DODSON, SLDER, PARALISE, FLAINS, STPERICR,BONNER,
KALISPELL, ACIELAID AND T JRJLR, approxiamately 85 B,N. Station
facilities.

JNION PACIFIC: DILLCW ANVD 3ILVER 30W. BiJTTE ANANCONDA PeCIFIC :
ROCKER AND ANAGQOWDA., a total of 30 stations ® lecated in Mont,

RAILROAD TIE PLANTS

There are two Railroad Tle Plants in Montana., One 1s located .
at Paradlse and the Other at Somers, Montanasa,. e

BRANCH LINES EST MILES

Burlington Northern approximately 945 miles. Union Pacific o
has None, BAP None. Soo Line approx 60 miles. '



SUMMARYZ
THIRTY (30) STATES HAVE RAIL SAFETY INSPECTORS.....

Railroad plant facillty both fixed and rolling steck, FER
encompasses a network exceeding the plant eperatlons ]
of the Anaconda Company, Mcntenua Power, Montana Dskota et
Utilities, enc¢ lhe Lunoer sna ssw mill industry. i
There are approximately 4,000 rallroad empleyes whe rely ;‘igf
on saiety and sanitation enforcements. Aprroximately 900 i
of these eumplojyeecs 2re ¢, 8gcé in leccermeotive and train

operations; whicn is a hazardous occupation. Track Maintenance .

emplsrjees re expused to hazardous c-niitl-ras. Especlally
while worging on Tressles and 3ridges.

3acy #upliyceed are exposed to hazards 1n machinery, welding,
and electrical occupations,

Sixteen standard railroad iInions needed safety and sanitatien -
facilitles,

There were over 40 ::ajor relliroad derailments in Montana; which
exceed $3770 to rolling stock and right of way. Costing shipperl
and the railroads over 5 million dollars. ( note any de-railmemt
causing in excess of $3700 tc ecutprent or rightefway is report-
able to *the ICC. The “igures shown here are for the year 1981)

CONCLUSION S

We respectfully arge the Couuri*tees passape ~f the apprepriatiem - -
so'izn' by the publlc Service Commicsion. The cost for a State S
Track and Salety Inspector is s mere plttance, when it cemes s
to saving injaries and lives. -

Respectfully submittec,

Ll b %ﬁﬁ,

3HWE




Januayy 4, 1983

Yraucis Bardanouve, Chairmaun
House Appropriations Committee
Capitol Station

Helena, Moutana 59620

Dear Representative Bardanouve:

As chairman of the Legislative Audit Committee, I am asking the House
Appropriations Committce and the Senate Finance and Claims Committee to
consider the following audit committee motion made at its Novemher 8, 1982
meeting. The action was taken during a hearing of the enclosed sunset
audit of the Montana Public Service Commission.

"The Legislative Audit Committee supports the establishmeant of
the following Public Service Commission capabilities:

i. Capability to audit regulusted utilities and carriers;
2. 'Data processing capability; and

3. Capability for an on-going financial review of regulated
utility and carrier earnings.

Audit and data processing capabilities would allow the commis-

sion and its staff to verify and more thoroughly analyze, on a

timeiy basis, the information provided by the regulated utilities
and carrievs.  The on-going revizw capability would casure that

the comsissiou and its staif are better inforwed about the

financial condition and operations of the regulated utilities

and carriers between rates cases.” '

-

Tuank you for you consideration. If wou have any yuestions, please contact

seocr the Lagislative Auditor.
Sincerely,
T
&f:>-
Mate Himel, Chairman
Loooniative Sordiy Committee
et
oo House Avpropriations Ganmmillee e oo
Senate Vicance and Claiies Comerit RHISTTIES '
}‘.f:, A"'ﬁb-lil'(‘ ‘*\
’ /x,}



LFA Pade - Not addressed OB

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

EXEMPT EMPLOYEES
1985 Biennium

Personal Services: FY84 FY85 i
Salaries $20,000 $20,000
Employee Benefits 5,560 5,560

Total $25,560 $25,560

Narrative:

The Commission introduced legislation (lIB-627) which will provide it

with ten exempt staff positions, bringing the number of exemptions in

line with all other elected officials. The Commission requests funds

to increase salaries in order to attract and retain competent professional
staff. 1In the past, the Commission has lost such people to outside
industries and to the Legislative branch of government.



-}

LFA Pages 299 ana 300 OBPP Pages 145 and 146 *
-
DEPARTMENT OF PUBLIC SERVICE REGULATION .
PUBLIC SERVICE COMMISSION %
AUDIT FUNCTION ;
Budget Modification L
1985 Biennium -
b
FY84 FY85 ‘
FTT 4.00 4.00 zf?
Personal Services:
%ﬁ
Salaries $ 80,465 $ 80,156 %
Employee Benefits 16,093 16,031
Total $ 96,558 $ 96,187 &
Operating Expenses: ‘
Supplies and Materials $ 1,200 $ 1,272 §
Communications 4,800 5,088 L
Travel 10,000 10,600
Rent : 2,300 2,438 -
Utilities 636 800 ‘%
Repairs and Maintenance 260 275
Total $ 19,196 $ 20,473
Equipment: $ 6,036 -0- !
Total Program $121,790 $116,660
{
Funding:
General Fund $121,790 $116,660
Narrative:

While 39 other states perform audits of utilities, the Commission does
not have an audit capability. The PSC is not adequately verifying the
supporting figures provided by the utilities to justify rate requests and,
as a result, is dependent on information provided by utilities. The
present department staff spends a majority of its time analyzing rate
requests. Little time is available to verify provided information or

to review the actual records of the utilities. While many utilities
undergo financial audits through retained CPA firms, and some maintain
an internal audit staff, there is still a need for independent financial
data verification which meet the needs of the Commission.

;
-
g
f



LFA Page - Not Addressed OBPP Page - Not Addressed

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

L

LAWYER
Budget Modification
1985 Biennium

FY84 FY85
FTE 1.00 1.00
Personal Services:
Salaries $21,872 $21,795
Employee Benefits 4,376 4,359
Total _ $26,248 $26,154
Operating Expenses:
Supplies and Materials 600 660
Conmunications 1,200 1,272
Travel/Registration Fees 2,500 2,515
Rent ' 575 610
Utilities _ 159 200
Total Operating Expenses $ 5,034 $ 5,257
Equipment: $ 1,559 $ 1,559
Total Program $32,841 $32,970
Funding:
General Fund $32,841 $32,970

Narrative:

The Commission holds hearings fifteen to twenty days per month. An
attorney must attend each hearing. In the past two years, in addition
to these day-to-day requirements which have increased substantially, the
Legal Division has been required to handle a larger number of lawsuits,
which are increasingly complex and time consuming. In addition, because
of the activities associated with the AT&T divestiture, one attorney

has devoted most of his time to telephone matters. The position is
needed to adequately represent the Commission in its administrative
hearings and in Court.



LA Page - Not Addressed OBPP Page - Not Addressed .

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

ONGOING REVIEW s
Budget Modifications
1985 Biennium

W

FY84 FY85 ‘
FTE 3.00 3.00 [
«
Personal Services:
Salaries $54,669 $54,415
Employee Benefits 10,934 10,883
Total $65,603 $65,298
Operating Expenses:
Supplies and Materials $ 1,200 $ 1,272 :
Communications 4,800 5,088 \
Travel 7,500 7,950
Rent _ 1,725 1,828 -
Utilities 636 800 ~
Repairs and Maintenance 230 243
Total Operating Expenses $16,091 $17,181
Equipment: $ 4,718 -0-
Total Program $86,412 $82,479 ;
4
Funding:
General Fund $86,412 $82,479 ?
Narrative: »
One of the major responsibilities of the Public Service Commission is [

to assure the public of adequate utility service at just and reasonable
rates. At present, the Commission is not meeting this responsibility §
because it is not monitoring the financial activity of regulated utilitiesy
on a continuing basis. The only time a utility's financial condition is
evaluated is when the utility submits a rate change request. 2As a result@
the Commission and its staff are not adequately informed about the i
utilities' interim financial status between rate cases.

5
@
:
i
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LFA Page - Not Addressed OBPP Page 146

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

RATLROAD INSPECTOR
Budget Modification 2
1985 Biennium

FTE 1.00 1.00
Personal Services:
Salaries $21,872 $21,795
Employee Benefits 4,376 4,359
Total $26,248 $26,154 -
Operating Expenses:
Contracted Services -0~ -0-
Supplies and Materials 2,500 2,650
Communications 1,200 1,272
Travel 5,626 5,964
Rent 575 610
Utilities 159 200
Repairs and Maintenance 1,100 1,166
Other Expense -0- -0-
Total Operating Expenses $11,160 $11,862
Equipment: $10,644 ~-0-
Total Program: $48,052 $38,016
Funding:
General Fund $24,026 $19,008
Other Funds $24,026 $19,008

Narrative:

Railroad Inspector - The Commission is responsible for enforcing railroad
safety statutes. This modification would provide for the funding of one

track/rail inspector, with the program receiving 50% of the money from
the Federal Railroad Administration and 50% from the State's general fund.



LFA Page ~ Not addressed OBPP Page 146

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

TRAINING
1985 Biennium

Operating Expense: FY84 FY85
Other Expenses $22,472 $23,820
Total - - $22,472 $23,820

Narrative:

Training - Commissioners and staff require periodic training and up-
grading in their profession. Specialized schools outside Montana offer
many courses which are necessary and valuable in an ever-changing
regulatory environment. The Supreme Court has recently ordered that
all attorneys in the State obtain continuing legal education credits

on a yearly basis.

L



LFA Page - Not Addressed OBPP Page 146

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

EXPERT WITNESSES
Budget Modification
1985 Biennium

W

Operating Expense: FYg84 FY85
Contracted Services » $50,000 $50,000
Total $50,000 $50,000
Narrative:
Expert Witnesses - This modification would provide funds to hire

consultants in rate proceedings before this Commission and other Federal
regulatory agencies. When an issue arises in a proceeding that the
Consumer Counsel or other parties cannot address adequately, the Commission
must hire expert witnesses to develop a complete evidentiary record.
Commission representation is becoming more important as the Federal
presence in the State regulatory arena expands. Montana interests could
have been better represented in recent hearings before the National

Energy Board of Canada, the Interstate Commerce Commission, the Federal
Communications Commission, and the Federal Energy Regulatory Commission,
had such funds been available to the Commission.



~ LFA Page - Not Addressed OBPP Pages 147

N

DEPARTHMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

e

RADIOS
Budget Modification
1985 Biennium

Operating- Expenses: FY 84 FY85
Equipment $7,500
Total $7,500
Funding:
General Fund $7,500

.~ Narrative:

Radios - This modification would provide funds to purchase new highband
radios for the cars of the motor carrier enforcement staff once a state-
wide communication system is established. This sytem will be designed .
to facilitate communications between all enforcement personnel by State,
County or City.



LFA Page - Not Addressed OBPP Page 146

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

CLERK TYPIST
Budget Modification
1985 Biennium

N

FY34 FY85
FTE 1.00 ©1.00
Personal Services:
Salaries $10,925 $10,883
Employee Benefits 2,185 2,177
Total 513,110 $13,060
Operating Expenses:
Supplies and Materials 600 660
Communications : 1,200 1,272
Rent 575 610
Utilities 159 200
Repairs and Maintenance 100 106
Total $ 2,634 $2,848
Equipment: $ 1,572 -0-
Total $17,316 $15,908
Funding:
General Fund $17,316 $15,908
Narrative: -
Clerk 7Typist (1.00 FTE) - The Commission is inundated with studies,

periodicals and literature of all kinds relevant to the industries it
regulates. A secretary is needed to file and index this material so that
it can be used by the Commission, its staff and the public for basic

research.



LFA Page - Not Addressed OBPP Page - Not Addressed

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

NATIONAL REGULATORY RESEARCH INSTITUTE
Budget Modification
1985 Biennium

Operating Expenses: FY 84 FY85
Contracted Services $ 5,100 S 5,100
Total $ 5,100 $ 5,100
Funding:
General Fund $ 5,100 $ 5,100
Narrative:

The National Regulatory Research Institute (NRRI) is an organization
established at Ohio State University to do basic research for State
regulatory commissions. The $5,100 represents Montana's share of the
Institute's budget. Research has been done in the past on matters

affecting the electric, natural gas and telecommunications industries.

-

L
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LFA Page - Not Addressed OBPP Page 146

DEPARTMENT OF PUBLIC SERVICE REGULATION
PUBLIC SERVICE COMMISSION

COMMERCTIAL ADVERTISEMENTS
Budget Modification
1985 Biennium

LS

Operating Expense: Y84 FY85
Communications $11,236 $11,910
Total $11,236 $11,910
Narrative:
Commercial Advertisements -~ The Commission frequently receives complaints

from consumers that they were unaware of the time and place of public
hearings. Legal notices do not adequately alert the public to the
Commission proceedings. Commercial advertisements are necessary to raise
the public awareness of these matters which so critically affect the lives

. of the general populace.
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LFA Page - Not Addressed OBPP Page 146-147

#

DEPARTMENT OF PUBLIC SERVICE REGULATION

PUBLIC SERVICE COMMISSION

TOLL FREE NUMBER
Budget Modification
1985 Biennium

o

%
Operating Expenses: FY84 FY85
Communications $8,280 $9,688 ”
Total $8,280 $9,688 b
Funding:
General Fund $8,280 $9,688

Narrative:

Toll Free Number - A large portion of the 1,000 consumer complaints the
Commission received each year are from people residing in or near .
Helena. The Commission requests funds for a toll-free number. Assistance !
to consumers should be uniformly available to all citizens of Montana, not ¢
just those located in the Helena area.





