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Agenda

u Praluds
Why :
u Lessons from other industries

= How now

= Who decides

® |ssues to consider

= Who pays and who banefits

Prelude

= Botsy Moler's Grand Bargain
= Stranded Cost MOPR preceded Open Access NOPR
m Camot offered for filing open access tariffs during
pendency of Open Access NOPR
® Order No. 888's “but for” test
® Open access traded for assured stranded costs recovery

1 Bill Massey s Great Creathity
= | only know threa things: 150s, mergers and reliability
= [t — stranded cost recovery — was the right thing to do
= e had to do it
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restructuring agenda

Why

® Simple, fundamental principle of maintaining continuity while

adopting change
® Over last 25 years, network industries —airlines, railroads,
trucking, telecommunications, natural gas, now electricity —
have baan deregulated or restructured
& Competiion viewed as superior to regulation
« Same objectives in both cases
* Expectation of kower prices and innovative and
improved sarvicas
u [n all cases, various fransition and stranded costs wers
dealt with
lSh':ndad:mtrmybam:alrgmrﬁdbyFERﬂform
pricing: putting all competitors on the same footing vis a vis
sunk costs, to compets on marginal costs
® Which is why revenues lest deals only with sunk costs

Airlines, 1978

® Focus on operating rather than sunk capital costs
® Liberalized enfry into routes coupled with liberalized et

u Liberalized standards for merger and 6-manth deadline for

-
+ CAB o rely on potsntial compatition and contastable

markets as key to restraining prices (even though might
u‘llyhmummrriarunwriowmutaﬂ}
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employees displaced by compatition

® Diract subsidies for maintenance of appropriate service
for smaller communities

Motor Carrier Act of 1980

® |nterstate trucking, only 44 percent federally regulated
lSwm:uhaaquantmhncﬂm{Tmmj but dereg in states
stalled by 1985
* Numerous federal bills also stalled, until 1954 with

federal preemption

= Transition costs
® Stranded costs associated with certificates for monopely
sarvics
= Commodity cartificates used as collateral for loans
* \alueless after deregulation of route and commodity
entry and et
* Congress authorized a $350 million tax deduction to
compansate for lost monopoly rights and value of route
certificates







