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February 27, 2007
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333


Re:
LD 435, An Act to Require Utilities and Competitive Service 

Providers to Pay Interest on Overestimates of Electric Power Bills
Dear Senator Bartlett and Representative Bliss:

The Public Utilities Commission (Commission) takes a position neither for nor against LD 435, An Act to Require Utilities and Competitive Service Providers to Pay Interest on Overestimates of Electric Power Bills.  LD 435 would direct the Commission to adopt a rule that would require transmission and distribution (T&D) utilities and competitive service providers to pay customers accrued interest of 5% on any amount billed for overestimated usage resulting from an estimated electric power bill.  The rule required by LD 435 would be routine technical.


Current law governing estimated bills for investor-owned T&D utilities is codified at section 3104 of Title 35-A.  A copy of section 3104 is attached to this testimony.  Subsection 3104(2) reads, in part, as follows: “An investor-owned transmission and distribution utility shall adopt and ordinarily follow as a general operating policy a schedule of reading customer meters on a monthly basis.”


Chapter 81 of the Commission’s rules provides additional requirements regarding the issuance of estimated bills by a utility.  Chapter 81, subsection 3(B)(1) provides that a utility may issue an estimated bill 

(a) When extreme weather conditions, emergencies, equipment failure, work stoppages or other similar circumstances prevent an actual meter reading by utility employees or

(b) When a customer is billed on a seasonal basis according to terms included in the tariff of the utility. 

Subsection 3(B)(2) provides, in part, that “[a] utility cannot issue two consecutive estimated bills for reasons other than those [listed in subsection 3(B)(1)] unless the customer has been provided with an opportunity to read the meter and report the actual usage instead of an estimated bill….”  Because of the requirements of subsection 3(B)(2), the typical estimated bill for electric service provided by a utility is for only one month of service.
  

From complaints received by the Commission’s Consumer Assistance Division (CAD), it appears that (1) more estimated bills are being issued this year than in past years and (2) estimated bills are resulting in roughly equal numbers of overestimations and underestimations of actual usage.  The typical estimated bill complaint received by CAD focuses on the fact that the bill was based on estimated usage rather than on an actual meter reading.  For the typical complainant, the fact that the bill was estimated seems to be more troubling than the amount of the over or underestimation of the bill.
LD 435 would require that a T&D utility or competitive service provider pay the customer accrued interest of 5% on the difference between the amount billed for actual usage and the amount billed for any overestimated usage.  As the Committee considers LD 435, it should consider (1) whether it wants to lock in a specific interest rate in statute and (2) if so, whether 5% is the proper rate.  If the Committee decides to incorporate a floating interest rate into LD 435, a provision in a Commission rule may provide a useful analogy.  Chapter 870 of the Commission’s rules governs, among other things, interest rates to be paid by a utility on customer deposits.  Section 2(A) of Chapter 870 provides that “[i]nterest on all customer deposits held by a utility shall equal the one-year certificate of deposit rate published in the Wall Street Journal on November 1, or the next date of publication, rounded to the nearest tenth of a percent (0.10%).”  
Another issue the Committee may want to consider as it hears and works LD 435 is whether it wants to treat estimated electric bills and estimated gas bills in a uniform way.


The Commission would be happy to respond to any questions you may have about LD 435 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
� For the past several months, the Commission has been conducting a comprehensive review of Chapter 81.  The Commission anticipates issuing a Notice of Rulemaking and proposed rule later this week.  The proposed rule will include amendments to subsections 3(B)(1) and (2).  The Commission will be happy to discuss its proposed changes to these subsections during the Committee’s work session on LD 435 which is scheduled for March 6th. 
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