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February 6, 2007
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 267, An Act to Ensure Proper Funding of the Public Utilities Commission 
Dear Senator Bartlett and Representative Bliss:

LD 267 would change the existing assessment statutes from a set amount of $5,505,000 to language allowing for sufficient revenue for expenditures allocated by the Legislature for operating the Public Utilities Commission (Commission).  For the reasons summarized below, the Commission supports the enactment of LD 267.
I.
History of the Commission’s Assessment
As some of you may recall, during the 121st Legislature, my predecessor, Chairman Welch, brought the Commission’s assessment constraints to the attention of this Committee with LD 1042, An Act to Ensure Proper Funding of the Public Utilities Commission. At that moment in time, the Commission’s existing budgetary responsibilities were set to exceed the assessment authority and a need to adjust the then current assessment levels would be necessary. The Commission had accumulated a balance of unspent and uncommitted funds of as much as $1,999,444 that it had been able to carry forward from previous years.

Those serving in the Legislature at the time, may remember the serious budget gap within the General Fund the State faced. Bearing the difficult financial times in mind, this Committee, with the support of the Commission, recommended that the Commission utilize the unspent carry forward to balance the next biennial budget rather than adjust the assessment authority to the requested amount.  It was understood that the carry forward funds would eventually be depleted as they are used to cover the gap between the Commission’s budgetary responsibilities and its assessment authority and that the issue of assessment constraints would be revisited by this Committee in the near future. 

From 2003 to today, the Commission implemented various cost saving measures to extend the timeframe during which the Commission could operate without an adjustment to the assessment authority. These cost measures ran the gamut from restricting salary increases and freezing the existing headcount in the regulatory fund to limiting travel for regional and national utility meetings and closing the Commission’s library. To that end, the Commission was able to postpone a discussion of its assessment authority with this Committee for an additional year.
Now, for the coming biennium, the Commission’s budgetary responsibilities will exceed the current assessment authority by $1,877,796 and $2,110,201 for FY08 and FY09 respectively, with the carry forward funds exhausted.  
II.
Summary of LD 267

The legislative document before you seeks to replace the existing assessment amount of $5,505,000 with language that would allow for sufficient revenue for expenditures allocated by the Legislature for operating the Commission. The proposed language is the same statutory language used for the Office of the Public Advocate assessment authority. This language change would continue to provide for Legislative oversight of the Commission’s expenditures but remove the constraints we find ourselves facing today when the assessment authority does not meet the funding needs for our existing workload. 

Later this month, the Committee will receive and review in detail the Commission’s proposed budget for FY08 and FY09. The requested total for these two years will be $7,382,796 and $7,615,201, respectively. 
For your information, I have also attached a breakdown of the impact of the proposed assessment changes to an average Maine household. You will note that the anticipated increase for a typical home paying a telephone, electricity and water bill will be approximately $0.14 per month or $1.68 for the year. 
III.
Emergency Language

LD 267 includes emergency language to ensure that there is no lapse in spending authority and to allow for sufficient time to notify the various regulated utilities of changes to their assessments.  
IV. 
Justification for Changing Existing Assessment Authority Language

The requested assessment language change would allow the Commission to maintain its existing workload and resulting expenditures. 
Over the years, the Commission’s roles and responsibilities have changed and expanded and as a result, required an increased level of expertise of its staff to develop and deliver sound policies that best serve the citizens of Maine. The Commission staff has had to learn new technologies and understand complicated policies that relate to our ability to regulate a wide array of industries. This is an abridged list, but Commission staff has had to develop an expertise on restructuring within the electricity market, understand and implement safety requirements for propane and natural gas, work with the public safety community to ensure the deployment of effective E9-1-1 services, and in many cases, take a leadership role both regionally and nationally in order to advocate for the best interests of the State – in some cases saving Maine ratepayers millions of dollars. 
It is important to note that the Commission has been able to take on this work with only nominal increases in its expenditures. In fact, our expenditures have grown at a low steady rate of approximately 3% per year. The major reasons for the annual changes stem from increased health care costs for staff, retirement contributions required by a state agency and consultant fees for work that requires an expert outside of the Commission.

It gives me great pride and I think it goes without saying that Commission staff is deeply committed to delivering high quality work in a responsive manner to the Legislature, utilities, businesses, and ultimately, the Maine consumer. Whether it is a Consumer Assistance Division specialist working with a low-income family facing a possible disconnection of electricity service or a telephone analyst advocating for increased federal investment for a broadband infrastructure in Maine, Commission staff’s first priority is meeting the needs of the State and following the direction of the Legislature. It is certainly critical to me and I hope it is an opinion I share with the Committee, that the Commission remain a valued and reliable resource for decision-makers. Enacting LD 267 will ensure that the Commission remains as effective and responsive today as it has been in the past.
 
The Commission appreciates the Committee’s consideration of LD 267 and looks forward to working with the Committee on this bill.







Sincerely,








Kurt Adams








Chairman
Attachment

cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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