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I. Description of Northern Maine Market

The northern Maine electricity market is comprised of four utility service areas: Maine Public Service Company (MPS), Eastern Maine Electric Cooperative (EMEC), Houlton Water Company and Van Buren Light and Power.  The northern Maine area is not directly connected to New England grid and is not part of the ISO-NE.  The area is connected to New Brunswick and is part of the Maritimes control area.  Power can flow between northern Maine and New England through the New Brunswick system.  However, such transactions include significant transmission charges.  


Northern Maine is characterized by low population density and low electricity demand relative to other electricity markets.  The maximum peak demand in the area is approximately 140 MW.  The market is administered by the Northern Maine Independent System Administrator (NMISA), which administers transmission access and monitors and operates the markets for energy and ancillary services.  NMISA is governed by a seven member stakeholder Board of Directors. 
 


The major in-region generation units are as follows:


-Boralex-Fort Fairfield: 33MW-biomass


-Boralex-Ashland: 37 MW-biomass


-Boralex-Sherman: 19 MW-biomass (may be retired)


-Tinker Station: 35 MW-hydro


-Caribou Steam: 23 MW-oil


-Mars Hill: 42 MW-wind (13 MW credited capacity)
In addition, there is about 200 MW of transfer capability with the New Brunswick system.



Although the northern Maine area has been open to wholesale and retail competition for several years, except for a period immediately after the markets opened in 2000, there has been only a single retail supplier in the market.  For the last several years, Integrys Energy Services, Inc. (IES) (formerly WPS-Energy Services, Inc. (WPS)) has been the sole retail service and standard offer provider to all customers in the area.  IES or an affiliate of IES either owns or controls most of the generation in the northern Maine area.  Efforts over the years to interest other suppliers in the market have failed, primarily because the market is too small and too isolated (physically and institutionally) from other functioning and liquid markets (such as the ISO-NE).  

II. Standard Offer Solicitation

The Restructuring Act directs the Commission to periodically select standard offer service providers for the customers of investor-owned utilities
 through a competitive bid process.  Standard offer is the electricity supply service that customers receive if they do not otherwise contract for their service. 

The Commission has conducted four bid solicitations for standard offer service customers in the MPS service territory.  In the first solicitation, the Commission selected one-year bids for service beginning on March 1, 2000.  WPS was the winning bidder for the most of the load, with Energy Atlantic selected to serve 20% of the medium class.  In the second solicitation, the Commission selected a three year bid for service beginning March 1, 2001 and in the third solicitation, the Commission selected a 34 month bid for service beginning on March 1, 2004.   WPS was the winning bidder in both second and third solicitations.  However, there was more than one bidder in each case.
  

Most recently, the Commission initiated a bid solicitation in September, 2006 for service beginning January 1, 2007.  On November 16, 2006, the Commission issued an Order rejecting the bids for the provision of standard offer service.  The Commission found that the bids were inadequate because there was only one bidder.  In the November 16th Order, the Commission stated:

Participation by a single bidder is contradictory to the basic premise of the standard offer solicitation process.  The process is intended to provide the benefits of competition for those customers who do not or can not obtain electricity supply directly from the competitive market.  A solicitation process that yields only one bidder cannot be considered competitive and frustrates the purposes of the standard offer process.

The Commission concluded that that “the competitive situation in northern Maine had gone from worrisome to one of obvious failure.”  Order Rejecting Standard Offer Bids And Directing MPS To Provide Standard Offer Service, Docket No. 2006-513 (Nov. 16, 2006)(copy of order attached). 
Upon rejection of the bids, the Commission directed MPS to seek wholesale supply bids of varying types that would allow it to provide standard offer service.  WPS was also allowed to re-submit a retail standard offer bid to be compared with the price that would result from MPS becoming the supplier.  The WPS re-submitted bid was somewhat less than its original bid and significantly lower than the cost of service that would have resulted if MPS supplied the service.  Accordingly, in an Order issued on December 18, 2006, the Commission accepted the re-submitted bid of WPS for a 26 month term beginning January 1, 2007.  Order Granting Reconsideration and Designating Standard Offer Provider, Docket No. 2006-513 (Dec. 18, 2006).  The Commission noted that the acceptance of the 26 month bid serves the purpose of providing a transition or a bridge to a longer term solution at the lowest possible cost to consumers.
  
III. Northern Maine Market Inquiry

After concluding, in its November 16th Order, that the competitive situation in the northern Maine market was a failure, the Commission initiated an Inquiry to investigate possible solutions to the lack of competition in the area.  The first step in the Inquiry was a meeting of stakeholders convened by the Chairman of the Commission held in Presque Isle.  The purpose of the meeting was to discuss possible approaches to addressing the lack of competition in northern Maine, including utility ownership of generation assets, the cost-based regulation of generation facilities, the viability of a direct transmission connection and the creation of a regulated entity to manage electricity supply.  

During the Presque Isle meeting, several parties suggested that the Commission provide an opportunity for interested parties to reach consensus on actions that should be taken to address the competitive situation in northern Maine.  The Commission agreed to this request and held meetings in Augusta over a three-day period in December 2006.  At the conclusion of the meetings, the group decided to continue work on northern Maine issues through the creation of a long-term contract sub-group and transmission sub-group.  The sub-groups presented written reports to the Commission during a meeting held on March 13, 2007.  

Transmission Sub-Group

The report of the transmission sub-group provides several alternative routes that would directly connect the northern Maine area with the rest of New England.  The report includes preliminary cost estimates associated with each route.  The report also lists the alternatives to a transmission connection as a) maintaining the status quo; b) securing a transmission path through New Brunswick; and c) using long-term contracting as a means to expand in-region generation.  Finally, the report contains an outline for a process in which MPS and Central Maine Power Company will cooperate in studying the feasibility of interconnection options of a four to six month timeframe.  
Long-Term Contract Sub-Group

The long-term contract sub-group report recommends that the Commission proceed to conduct a standard offer bid process that offers a ten-year contract.  The report states that such a contract will enable the financing of new generation that offers energy, capacity and reliability benefits, and would provide an incentive for the construction of at least a 115 kV interconnection with to ISO-NE grid.  To promote competition, the report suggests that the standard offer load in the region be divided into three parts that are put out to bid in each of two periods. 

IV. Conclusion
The Commission’s view is that the status quo in northern Maine is unacceptable and that, without structural change, this status quo is unlikely to change.  The northern Maine market, as currently configured, is too small and isolated to support a competitive market.  At this time, however, the Commission remains uncertain as to the best approach for consumers.  
Thus, the Commission will gather more information about the alternatives including:

· encouraging and facilitating to the extent appropriate the feasibility studies of transmission interconnection alternatives between northern Maine and the rest of New England;

· options for the payment for any new transmission construction; and,

· long-term contracts.  

The current standard offer pricing will be in place through 2009.  Thus, there is time for a careful consideration of ways to bring workable competition to northern Maine.  The Commission believes that such consideration should occur before any determination is made that competition can not be made to work in northern Maine.
� By statute, consumer-owned utilities may procure standard offer service for customers within the service territories. 





� The Commission considers the precise number of bidders to be confidential information.


� The standard offer prices in the accepted bid did represented a substantial increase over the previous prices.  However, this result was not unexpected, because electricity market prices (as well as other energy prices, such as oil and natural gas) had rose significantly since 2003, when the Commission last procured supply for the northern Maine area. 
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