Report on Public Fire Protection

                                          February 15, 2006


Report by the Public Utilities Commission

To the Utilities and Energy Committee

Regarding Public Fire Protection Issues
I.
BACKGROUND
In 2005, the Utilities and Energy Committee (Committee) considered LD 1051, Resolve, Establishing a Study Commission to Examine Water District Fees Assessed for Fire Suppression.  LD 1051 was a concept draft that would have established a study commission to examine (1) whether fees assessed for fire protection are equitable; (2) the ramifications of altering those fees and (3) whether fire protection fees assessed to municipalities should be limited in some way.  After considering LD 1051, the Committee voted “ought not to pass” on the bill.  However, by letter to the Public Utilities Commission (Commission) dated May 31, 2005, the Chairs of the Committee noted that: “Given the commission’s extensive work on private fire protection charges and the scrutiny that the public fire protection methodology has undergone over the years, the committee determined a new study of these matters was not warranted. However, we do believe there is a need for education so that the methodology and rationale behind public fire protection charges are more clearly understood.”  The May 31, 2005 letter specifically requested the Commission to:
1. Develop written materials that explain the methodologies for the 

calculation and apportionment of public fire protection charges and the rationale for the methodologies;

2. In consultation with the Maine Municipal Association, the Maine Water 

Utilities Association and the Maine Rural Water Association, develop and offer to municipalities and water utilities educational seminars to explain the methodologies for the calculation and apportionment of public fire protection charges and the rationale for the methodologies; and

3. Report to the Committee by 15 February 2006 the results of the seminars, 

including any suggestions for alternative methodologies produced by seminar discussion or feedback indicating acceptance of current methodologies.

A copy of the May 31, 2005 letter is appended to this report as Attachment 1. The purpose of this report is to respond to the Committee’s May 31, 2005 letter.
II. COMMISSION ACTIVITY

After receipt of the May 31, 2005 letter, members of the Commission staff 

contacted representatives of the Maine Rural Water Association (MRWA), Maine Water Utilities Association (MWUA) and Maine Municipal Association (MMA) to discuss the requirements of the letter. Together, the group developed a curriculum and schedule for a total of five seminars. After the details of the seminars were set, the Commission provided notice to prospective participants through a combination of fax, paper and electronic mailings. 
Table 1 sets forth the location, date and number of attendees for each of the five seminars. 
TABLE 1
	Location
	Seminar Date
	Number of Attendees

	Freeport

	November 30, 2005
	99

	Caribou
	December 9, 2005
	15

	Alfred
	January 12, 2006
	13

	Newport
	February 1, 2006
	6

	Ellsworth
	February 2, 2006
	5


Participants at each of the seminars included municipal officials and representatives of water utilities.   Each of the seminars covered the following topics:
· History of fire protection in Maine
· Components of a water system
· Comparison of water utility size and cost

· Those that provide fire protection

· Those that only supply domestic water

· The Commission’s public fire protection rule (Chapter 69)
· Standard Allocation Method (“The Curve”)

· Full Allocation Method (Cost of Service Study)

· Discussion period
Attachment 2 to this report includes the PowerPoint slides used during each seminar.  
Attachment 3 is a copy of the Commission’s public fire protection rule.
III. CONCLUSIONS

At the conclusion of each seminar, the Commission asked participants to complete a seminar evaluation form.  From the responses to the evaluation forms, the Commission has drawn the following three conclusions:
· When a water utility has infrequent, large rate increases, municipalities have a difficult time incorporating the full Fire Protection Charge (Charge) into its budget due to LD 1 and the “tax cap.” If water utilities would communicate better with the municipalities they serve about future rate increases and have smaller, more frequent rate increases, the municipalities would have an easier time working the Charge into their budgets.

· Water utility personnel who attended the seminars are now better prepared to explain where the Charge comes from and how it is calculated. 
· Municipal officials who attended the seminars are now better able to understand the reasoning behind the Charge.
In addition to the three conclusions summarized above, we offer the 
following observations for the Committee’s consideration.  Even though the Commission conducted the seminars and explained the calculation of the public fire protection charge and its history, some municipal representatives still expressed concerns with the Charge.  One concern was whether “the Curve” is still accurate after the adoption of new federal Safe Drinking Water Act treatment requirements, which in some cases have dramatically increased the capital costs of water utilities.
 There were also questions about whether water utilities and municipalities could develop an allocation method other than those described in Chapter 69.  However, no specific methods were suggested.

Based on the discussion during the seminars and comments in the seminar evaluation forms, the Commission believes that the seminars provided a helpful education tool.  While the seminar participants have a better understanding of public fire protection, some are still not happy with the results produced by the rule.  The Commission believes that additional training in this area may be helpful and is willing to work with MRWA, MWUA and MMA to provide this training to the water utilities and municipalities that are affected by the fire protection charge.  As suggested by Table 1, future training sessions may reach a broader audience and be more beneficial if they are held in conjunction with other trainings or meetings that are sponsored by these associations.  However, if any of these associations indicate that its members are interested in having a stand alone training session held in a certain geographical area, we would be willing to have staff work with the association to organize and present the desired training session.
� The Freeport seminar was provided in conjunction with the MRWA’s annual conference.





� The Commission has considered the viability of Chapter 69 in light of recent changes to the Safe Drinking Water Act and believes that the provisions of the rule, including the Curve, still represent a reasonable resolution of public fire protection issues. 


�  While no specific alternative methods were suggested during these training sessions, the Commission is always open to input regarding ways to improve Chapter 69 and the allocation methods contained in the rule.
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