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May 8, 2007
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333


Re:
LD 1339, Resolve to Reduce Energy Costs for Consumers
Dear Senator Bartlett and Representative Bliss:

The Public Utilities Commission (Commission) supports LD 1339, Resolve to Reduce Energy Costs for Consumers.  

Section 1 of LD 1339 defines “smart meters” as “electric meters that give consumers a lower price for electricity used outside peak period hours.” Section 1 would require the Commission to establish a smart meter program to promote the use of smart meters in electricity billing.  Section 1 would also direct the Commission to work with utilities to institute a pilot smart meter program.
Section 2 of the resolve would direct the Commission to, by January 4, 2008, submit a report to your Committee regarding the promotion of the use of smart meters which includes findings and recommendations.  This section would also allow your Committee to submit legislation on smart meters during the Second Regular Session of the 123rd Legislature.   

The discussion of smart meters requires the consideration of two basic issues.  The first relates to the smart meter technology.  This issue includes the capabilities, costs, and applications of smart meter hardware and software.  As you have heard in your consideration LD 435 earlier this session, Bangor Hydro Electric Company has already installed smart meters throughout its service territory and Central Maine Power Company (CMP) has apparently made some preliminary decisions in favor of deploying the technology in its territory.  During your consideration of LD 435, you heard that smart meters allow for remote reading, which can substantially reduce the need to estimate bills, increase reliability and reduce meter reading costs.  

The second fundamental issue inherent in the discussion of smart meters relates to rate design.  Smart meters are also designed to allow for real time pricing which, in turn, allows the customer to be billed at a higher rate for on-peak usage and at a lower rate for usage during off-peak periods.  Maine has some experience with time-of-use (TOU) rates.  TOU rates are mandated for CMP’s larger industrial customers and were, for a time required for large-use residential customers.  However, TOU rates for large-use residential customers proved to be quite unpopular and mandatory TOU rates for CMP’s residential customers were subsequently discontinued.  Most customers in Maine can now get TOU rates for the T&D portion of their service on a voluntary basis.  

The Commission would like to point out three additional details about LD 1339.  First, it would likely take at least two years to conduct the pilot program contemplated in section 1 of the resolve.  Such a program would require time to identify participating customers, install meters and make the necessary arrangements with a Competitive Energy Provider (CEP).  The pilot would also need to be in place for a sufficient period to generate meaningful data.  The Committee may want to consider extending the reporting deadline in section 2 of the resolve to reflect the likely duration of the pilot program.  

Second, TOU pricing would require the voluntary cooperation of at least one CEP.  While Maine can mandate the cooperation of T&D utilities regarding the implementation of TOU rates, it does not the same authority over CEPs.  
Finally, LD 1339 would require the Commission to perform tasks that we could not absorb within existing resources.  As noted above, the resolve would require the Commission to (1) establish a program to promote the use of smart meters, (2) institute a smart meter pilot program and (3) submit a report on smart meters.  If LD 1339 were enacted, the Commission anticipates that we would need to hire a consultant to design and implement the pilot program.  We anticipate that the consultant would also write the required report.  The Commission estimates that such consulting assistance would cost $75,000.

The Commission would be happy to respond to any questions you may have about LD 1339 and looks forward to working with the Committee on this bill.







Sincerely,








Chris Simpson








Legislative Liaison

cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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