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Scott Hempling

Market Structure: -
Regulatory Law: Pricing: T
Purposes, Power From Monopoliesto How Much Can Jurisdiction:
L ' Competition—Who State, Federal and
Rightsand Can Sell What to Sellers Charge—and Future
Responsibilities Whom? Who Decides?
Mobile-Sierra
" Just and " Just and ) . Sler
Monitoring | | Reasonable’ Reasonable” Filed Rate Retroactive Va?gtnfglgé
The o Making Competition Pricesin Non- Pricesin Discrimination: Doctrine: Ratemaking: Contract The Federal— o
Traditional | | Authorizing Competition for Anti- Competitive | |" Competitive" When Is The" Rateon The " Sanctity" State Jurisdiction's
Utility Competition Effgctive competitive Markets: Cost- Markets: Favoritism File" Isthe Prohibition GiveWaS,’to Relationshi Future
Monopoly Behpavi o Based Rates Set| | Market-Based Undue" ? Only Lawful and the Covern. p
Rbyutlgfor Rf;]teessa"f;y Rate Exceptions Ordered
€9 Amendments?
Exclusive Historical Effective Anti- The rate- petdf ot Und Filed rates: Prindiple The Limits on Market
oot | St | | et et L coine [ T | LRI L e Lty Lions| Heite [ e | | e
regulation franchise Yy and metrics pricing equations peller] ;;‘fvzme’ ket principles out of thefr action
Eliminating Unbundling: What does "just The courts spesk: Commission e
Purposes of | |Obligationto| | | thelegal || rctmbants Ll Ty | | agd&s " To prevent ke | |  Due | | decisions | | Four | | T?§;£!'C | | Limits on L Prici
— regrgory serve monopoly at gontrolof ying reasunat;le" [ Power, regulators discrimination constrain Illustrations exception state action icing
retail facilities” mean? monitor courts
- Tmprudent Actions - Federal
Subjects and i i Theagencies act: ) o One standard—|
Souroes of Consent to Constitutional Reducing Market rpottciing Techniquesand Cost allocation commission Seven witha A Federal-state
| — requiation | questions — non-facility M manipulation] [ cossor L procedures for L— within holding |— decisions ~ excentions H  eouttsble it Tedea-|  H jurisdictional
regr;%ory 9 entry barriers P inficiency and srozingend company systems %ﬁfgﬁi cep pebtatle nodelsf federa relationships
Prudent actions Are scarcity . Three waysto Corporate
| | Quality of | | Rethinking | | | Putuneconomic || | prices just u gﬂgnpels:peoctn || preserve the | | structure and
service separation ho bears the cost and its own rates regulator's changes in
of bad luck? reasonable? role control
’ - icati from th
domain cost bases rates based rates illegality
Limit on Departures Application !
— negligence — from cost — to antitrust || Special
liability bases law applications
Application
| | tonon-rate
terms and
conditions
Fraud does
| [not block the:
filed rate
defense




Regulatory Law:
Pur poses, Power, Rightsand
Responsibilities

[

Purposes of regulation

Economists:

Exploit economies of scale,
address market imperfections

Residential customers:
Protect us from abuse

Industrial customers:

Set rates so we can compete
globally

Shareholders:
Give us achance for afair return

Lenders:

Ensure cash flow sufficient to
pay off debt

Competitors:

Lower entry barriers, give us a
shot

Environmentalists:
Limit environmental damage

Purposes of regulatory law

Subjects and sour ces of
regulatory law

Powers

Responsibilities

Rights

Procedures

Subjects

Sources




The Traditional Utility Monopoly
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Authorizing Competition

Eliminating the
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Making Competition Effective

Effective Competition:
Definitions, goalsand
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Monitoring
Competition for
Anti-competitive

Behaviors

|

Market manipulation

Rethinking separation

Anti-competitive pricing Tying
Price squeeze Definition and examples
Predatory pricing "Technology tying" in utility

industries

Sufficient

competition scenario

Insufficient

competition scenario




"Just and Reasonable" Pricesin
Non-competitive M arkets:

Cost-Based Rates Set by the
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" Just and Reasonable" Pricesin

" Competitive" Markets:
M ar ket-Based Rates Set by the

power
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Discrimination:
When IsFavoritism " Undue" ?

Unduediscrimination

Duediscrimination

Rate differences not
justified by cost
differences

Cost allocation within
holding company

systems

Different customer
profiles

Rate differences with
anti-competitive effect

Systems that plan and
operate utility assets
centrally

Different settlement
strategies and contract
histories

Systems that mix utility
and non-utility
businesses

Price discounting to
retain customers

Product differences




Filed Rate Doctrine:
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Retroactive Ratemaking:

The Prohibition and the
Exceptions

Three bases

Statutory basis

Constitutional

basis

Policy basis

Four illustrations

Tax payments
lower than
estimates

Tax depreciation
differences

"Direct billing"
of gas production
costs

Someone €lse's
cost

Seven exceptions

Regulatory
"notice"

Utility "deferral”
of expenses

Affiliate
transactions

Hard-to-predict
costs

Commission self-
correction

Judicial reversd
of commission
rate decisions

Disgorgement of
illegal gains
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Mobile-Sierra Doctrine:

When Does Contract " Sanctity"
Give Way to Gover nment-

Ordered Amendments?
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their contracts presumption regulator'srole illegality
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— Non-signatories

Application to
tariffs
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The Feder al-State Relationship

Limits

Limits

Regulating within the
limits: Six models of

on federal action on state action federal-state
Interaction
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power p p preemption
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retail utility
| | purchases | | Bundled-
under FERC- unbundled
jurisdictional
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Loca
| | distribution
and bulk power
system
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Jurisdiction's Future

Market structure

Pricing

Evaluating alternative

arrangements

Defining obligatory

service

Universal service

Other features

Federal-state
jurisdictional
relationships

Corporate structure
and changesin control

Interdependencies

Obligation to serve

Infrastructure readiness
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