LD 1153 Testimony from MPUC
2
March 27, 2007

March 27, 2007
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 1153, An Act to Allow Affordable Housing Discretionary 

Water and Sewer Fee Waivers
Dear Senator Bartlett and Representative Bliss:
The Public Utilities Commission (Commission) takes a position neither for nor against LD 1153, An Act to Allow Affordable Housing Discretionary Water and Sewer Fee Waivers.  LD 1153 would create parallel language in the governing statutes for consumer-owned water utilities, sewer districts and sanitary districts that would allow those entities to reduce or waive the rates charged to affordable housing properties within their respective districts.  

Current law requires that utility rates be just and reasonable. Subsection 6105 (3) of Title 35-A reads as follows:
3. Uniform rates. The governing body shall establish and file rates which are uniform within the territory supplied whenever the installation and maintenance of mains and the cost of service is substantially uniform. If, for any reason, the cost of construction and maintenance or the cost of service in a section of the territory exceeds the average, the governing body may establish and file higher rates for that section, but these higher rates shall be uniform throughout that section.
Section 703 of Title 35-A deals with discriminatory rates and subsection 703 (1) prohibits a utility from offering free or special rates.

1. Free or special rates prohibited. No person may knowingly 
solicit, accept or receive any rebate, discount or discrimination in respect to any service rendered, or to be rendered by a public utility, or for any related service where the service is rendered free or at a rate less than named in the schedules in force, or where a service or advantage is received other than is specified.
Taken together, these statutes require that similarly situated ratepayers be treated in a fair, consistent and nondiscriminatory way.  LD 1153 would carve out an exception to this general rule for ratepayers of consumer-owned water utilities who are residents of affordable housing.  LD 1153 would give consumer-owned water utilities the discretion to charge a lower rate, or waive the rate entirely, for water service used by residents of affordable housing.  
The rates charged by a consumer-owned water utility are based on the utility’s cost to provide water service.  If one group of customers pays less than the cost it imposes on the utility, the remaining ratepayers of that utility must make up the difference and essentially subsidize the customers paying the reduced rate.  If LD 1153 were enacted and a water utility decided to provide service to residents of affordable housing at a reduced rate, this sort of subsidization by all other customers of that utility, including other low-income customers who do not live in affordable housing, would necessarily follow.
LD 1153 presents a classic policy decision for this Committee.  If enacted, LD 1153 could result in making more housing affordable for qualifying buyers.  However, in doing so, LD 1153 would require the utility’s other ratepayers to pay for that result.  

The Commission looks forward to working with the Committee on LD 1153.







Sincerely,








Chris Simpson








Legislative Liaison

cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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