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February 13, 2007
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333


Re:
LD 352, An Act to Provide an Appeal Process Regarding Rate 
Increases of Certain Quasi-municipal Districts and Corporations
Dear Senator Bartlett and Representative Bliss:

For the reasons summarized below, the Commission opposes the enactment of LD 352, An Act to Provide an Appeal Process Regarding Rate Increases of Certain Quasi-municipal Districts and Corporations.  
LD 352 would create a new section in Title 30-A, Chapter 120, which deals with quasi-municipal corporations and districts.  LD 352 would affect all water districts and departments that the Public Utilities Commission (Commission) currently regulates and all sewer districts and sanitary districts, over which the Commission has no jurisdiction.   Each of these municipal and quasi-municipal entities has a process for setting the rates it charges to its customers.  LD 352 would create a two-step appeal process for customers of these municipal and quasi-municipal entities who are dissatisfied with a proposed rate increase.  
If enacted, LD 352 would allow 10 ratepayers to petition the municipal officers to overturn the proposed rate increase.  If the municipal officers uphold the proposed rate increase, LD 352 would require a district-wide referendum if requested by a sufficient number of voters within the district.  If a majority of the voters in the referendum reject the proposed rate increase, the increase would be overturned.  Finally, LD 352 would require that the costs of the referendum would be borne by ratepayers of the municipal or quasi-municipal entity whose rates were at issue.

As noted above, the Commission has jurisdiction over consumer-owned water utilities.  One of the most fundamental aspects of the Commission’s regulatory responsibility is to ensure that the rates provided by such water utilities are just and reasonable.  This is done through a well-established process that requires the Commission to review and balance the costs required by the utility to provide service, the quality and safety of the service provided and the efficiency with which the utility provides the service. The just and reasonable standard is codified at 35-A M.R.S.A. section 301.  The process the Commission follows for reviewing proposed rate changes is set forth in sections 307 and 310.  In addition, there is a streamlined process under which consumer-owned water utilities can request a change in their rates.  This process is codified at 35-A M.R.S.A. section 6104.  A copy of section 6104 is attached to this testimony.  
Subsections 6104 (7) through (9) include an appeal process under which customers (15% or 1,000 of the utility’s customers, whichever is less) can request the Commission to suspend and investigate a proposed rate increase.  The section 6104 process has been in place since 1987 and has been amended several times since its enactment to adjust to evolving circumstances and concerns.  In the Commission’s opinion, the current section 6104 works well for both utilities and their ratepayers.  

LD 352 would create an entirely separate process under which customers of a consumer-owned utility can contest a proposed rate increase.  The LD 352 process would completely by-pass the Commission and would subject proposed rate increases for consumer-owned water utilities to a popular vote.  As noted above, setting rates requires the careful consideration and balancing of complicated, technical financial and legal issues.  The Commission has the expertise and experience necessary to do the required review.  Subjecting a proposed rate increase to an up or down vote through a referendum is antithetical to the ratemaking process that is currently in the law.  


LD 352 has several other practical problems that the Commission would like to bring to the Committee’s attention.   First, consumer-owned water utilities have a statutory obligation to provide service to customers in their service territory.  Consumer-owned water utilities are also obligated to comply with state and federal requirements regarding water quality and service quality.  Such systems need sufficient revenues to meet their statutory and regulatory obligations.  LD 352 could easily result in a water utility not having sufficient funds to meet these obligations.  Second, it is likely that the appeal process set forth in LD 352 would produce a different result and on a different schedule, from the section 6104 process that already governs rate changes for consumer-owned water utilities.  LD 352 offers no guidance on how different results from the two processes would be reconciled.  Third, LD 352 would create an incentive for a consumer-owned water utility to forego a needed rate increase.  This would likely result in such things as reduced service quality, increased safety concerns and possible default on existing debt.  

For all of the reasons summarized above, the Commission opposes the enactment of LD 352.  The Commission would be happy to respond to any questions you may have about LD 352 and looks forward to working with the Committee on this bill.







Sincerely,








Chris Simpson








Legislative Liaison

Attachment
cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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