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April 25, 2007

Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 1248, An Act to Establish the Northern Maine Power Agency

Dear Senator Bartlett and Representative Bliss:

The Public Utilities Commission (Commission) takes a position neither for nor against LD 1248, An Act to Establish the Northern Maine Power Agency.  LD 1248 would create a Power Agency for the purposes of supplying standard offer service to all customers in northern Maine and to construct, lease or operate transmission facilities in the area.  LD 1248 would also repeal the right of customers to choose their retail supplier for most customers in the area.  Finally, the bill authorizes the Power Agency to recover its costs from customers, subject to PUC approval.

As the Committee is aware, the northern Maine electricity market is unique in that it is not directly connected to the broader New England market and is not part of the ISO-NE.  The area is connected to New Brunswick and power can flow between northern Maine and New England through the New Brunswick system, but such transactions include significant transmission charges.  Since the beginning of electric restructuring in 2000, there has been little competition in northern Maine market.  In recent years, there has been only one retail supplier and that supplier has also been the standard offer service provider.  During the last standard offer solicitation, the Commission rejected the bids because there was only one bidder and stated that the competitive situation in northern Maine had gone from “worrisome to one of obvious failure.”  It is this situation that LD 1248 seeks to address.
LD 1248 essentially aggregates the entire load in northern Maine and creates a new utility (potentially both a generation and transmission utility) to serve that load.  The extent of the regulation of this new entity is unclear, but ratepayers in the area would be required to pay all its costs.  It is also unclear whether the Power Agency would have the exclusive right to provide standard offer service or whether other entities could compete to provide the service.  To the extent that the Power Agency enters into long term commitments to supply the northern Maine market, new stranded costs could be created depending on changes in market prices.  

The lack of competition in the area is basically a result of the northern Maine market being small and isolated so that entities outside the region are generally not interested in competing in the area.  The creation of a Power Agency would not by itself change this situation and create competition.  The Power Agency would have the same sources of supply that currently exist.  In addition, it is not clear that aggregating most of the load of the four utilities in northern Maine would lower the costs of service.  Historically, supply has been provided separately to serve the load of each of the four utilities.
The Commission’s view is that a transmission link between northern Maine and the rest of New England is likely to be the way to achieve competition in northern Maine.  A variety of transmission links are currently being considered.  If a transmission connection is constructed, competition may come to northern Maine.  For this reason, giving up on retail access and aggregating the entire load for service by a single entity may be premature. 

Finally, after the Commission rejected the standard offer bids last November, it initiated an Inquiry to examine possible solutions to the lack of competition in the area.  The Inquiry has included a stakeholder process, with subgroups working on different areas.  The Commission anticipates submitting a report on the Inquiry in the near future.  This report may help inform the Committee on how it might want to proceed on competition issues in northern Maine.    
I am happy to try answer to any questions the Committee may have about LD 1248.  The Commission will also be present at the work session to assist the Committee in its consideration of the bill.







Sincerely,







Chris Simpson







Legislative Liaison

cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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