The State of Regulation of US Water Utilities
 
Water utilities are subjected to uneven regulation. State commissions regulate only a small proportion of water utilities, as compared to gas and electric utilities. A 1989 survey (see Table) conducted by the National Regulatory Research Institute provides insight into the scope and extent of water utility regulation by state public utility commissions.

	WATER UTILITIES REGULATED BY STATE COMMISSIONS

	 
	Privately Owned
	Publicly Owned

	 State
	1980
	1989
	1980
	1989

	Alabama
	17
	12
	-
	-

	Alaska
	24
	25
	34
	2

	Arizona
	475
	428
	-
	-

	Arkansas
	12
	2
	-
	-

	California
	346
	248
	-
	-

	Colorado
	12
	9
	-
	-

	Connecticut
	106
	101
	-
	42

	Delaware
	14
	17
	-
	-

	Florida
	260
	288
	-
	-

	Hawaii
	8
	11
	-
	-

	Idaho
	22
	25
	-
	-

	Illinois
	73
	71
	-
	-

	Indiana
	123
	60
	360
	277

	Iowa
	22
	2
	-
	-

	Kansas
	7
	7
	-
	-

	Kentucky
	46
	36
	184
	-

	Louisiana
	144
	135
	-
	-

	Maine
	61
	38
	90
	28

	Maryland
	60
	34
	-
	-

	Massachusetts
	51
	43
	-
	-

	Michigan
	18
	2
	-
	-

	Mississippi
	108
	74
	45
	-

	Missouri
	75
	75
	-
	-

	Montana
	27
	32
	107
	126

	Nevada
	13
	48
	-
	-

	New Hampshire
	31
	41
	11
	13

	New Jersey
	88
	58
	182
	15

	New Mexico
	30
	39
	3
	-

	New York
	491
	400
	-
	-

	North Carolina
	343
	369
	-
	-

	Ohio
	42
	35
	-
	-

	Oklahoma
	46
	32
	-
	-

	Oregon
	25
	17
	-
	-

	Pennsylvania
	345
	357
	86
	73

	Rhode Island
	8
	2
	4
	7

	South Carolina
	52
	83
	-
	-

	Tennessee
	13
	9
	-
	-

	Texas
	445
	964
	448
	1,329

	Utah
	18
	18
	-
	-

	Vermont 
	71
	75
	-
	-

	Virginia
	73
	65
	-
	-

	Washington
	55
	61
	-
	-

	West Virginia
	70
	54
	256
	158

	Wisconsin
	15
	10
	541
	544

	Wyoming
	17
	15
	-
	-

	Virgin Islands
	1
	-
	-
	1

	Totals
	4,403
	4,527
	2,351
	2,615


SOURCE: National Association of Regulatory Utility Commissioners, 1980 Annual Report on Utility and Carrier Regulation (Washington, D.C.: National Association of Regulatory Utility Commissioners, 1982); and Janice A. Beecher and Ann P. Laubach, 1989 Survey on Commission Regulation of Water and Sewer Systems, (Columbus, Ohio: The National Regulatory Research Institute, 1989) 

Forty-six public utility commissions have the authority to regulate public-water systems. Approximately 9,950 water systems serving an unknown population base are under the jurisdiction of state commissions. Investor-owned utilities comprise 46 percent of the total regulated systems. The rest are comprised of municipally owned systems, public water districts, homeowner's associations, and cooperatives.

Eighteen commissions have standards for exempting certain water utilities (primarily investor-owned) from regulation. The Iowa commission, by exempting from regulation all investor-owned systems with less than 2,000 customers, only regulates two investor-owned water utilities. State commission regulation of investor-owned systems varies substantially across the 46 states as to both scope and the degree exercised. The few states lacking jurisdiction over investor-owned systems can be generally characterized as having no private water firms (for example, Nebraska and Georgia).

Many publicly owned state public utility commissions do not regulate water utilities. Only 15 commissions regulate municipally owned utilities. Again, this regulation varies substantially across states as to both scope and the degree exercised. In some cases, state regulation of publicly owned systems is optional. For example, the Alaska and New Mexico commissions have jurisdiction only if the publicly owned system requests regulation.

In many states, the proportion of public water supplied by utilities regulated by state commissions is relatively small. For example, the 248 investor-owned water utilities under the jurisdiction of the California Public Utilities Commission provide an estimated 2 percent of the total public water supply in California. Thus, any attempts by the California PUC to promote efficient pricing and conservation will have but a small effect on the overall use of public-water supplies in that state.

The water utilities not under state commission jurisdiction are mostly publicly owned. These water systems, approximately 44,000 in total, are typically subject to some form of local regulation. However, little information is available on the local regulation of the publicly owned utilities. This lack of information makes it difficult to analyze the effects of local regulation, as compared to state regulation.

Generally, local regulation involves oversight by mayors, city councils, elected water boards, and appointed water commissions. Most publicly owned systems are either a part of local government or are independent of local government. As a part of local government, rates are generally subject to mayor or council approval; as an independent agency, rates are under the jurisdiction of a local elected or appointed commission.

The variances in local fiscal environment, hydrological conditions, system age, size and density of the local public water market, and demand characteristics suggest that universal regulatory policies for the public-water sector are inappropriate. Both rate and environmental regulatory policies must be sufficiently flexible to reflect the diversity of water systems both across and within regulatory jurisdictions. However, the Safe Drinking Water Act is essentially being applied uniformly across all water systems, despite the fact that many of the contaminants regulated exist only in certain regions.
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