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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 1221, An Act to Amend the Charter of the Kennebunk Light and 

Power District
Dear Senator Bartlett and Representative Bliss:

The Public Utilities Commission (Commission) takes a position neither for nor against LD 1221, An Act to Amend the Charter of the Kennebunk Light and 

Power District.  Section 1 of LD 1221 would amend the definition of the Kennebunk Light and Power District’s (KLPD) service territory to allow the KLPD to serve all of the Town of Kennebunk.  Section 2 of the bill would authorize the KLPD to purchase facilities and franchises of any other T&D utility providing service in the KLPD’s newly defined service territory.  Section 3 of LD 1221 would authorize the Commission to resolve certain types of disputes between the KLPD and another T&D utility which may arise in the context of an acquisition by KLPD under section 2 of the bill.  Section 4 would provide for a referendum to determine whether the voters of Kennebunk favor the KLPD providing service throughout the entire Town of Kennebunk.  Section 5 of the bill would allow the Act to take effect upon the passage of the referendum without Commission review and approval.

Currently, Central Maine Power Company (CMP) provides service to customers in a portion of the Town of Kennebunk.  For many years, various Kennebunk residents have asserted that the KLPD should serve Kennebunk in its entirety.  This Committee has heard and worked several bills
 that were designed to accomplish this outcome through a variety of mechanisms.  None of these bills were enacted.  The KLPD has also sought to achieve this outcome through a petition to the Commission.
  By Order dated October 4, 2002, the Commission denied KLPD’s petition.  A copy of the Amended Order denying the KLPD’s petition is attached to this testimony.
LD 1221 raises several important questions for your Committee to consider.  One such question is what effect would the bill have on the customers of KLPD and CMP?  When a group of customers moves from one utility to another, their contribution to the losing utility’s stranded costs (and to all other fixed costs) is shifted to the remaining body of that utility’s ratepayers.  If such a shift in CMP’s customers were approved by the Legislature through LD 1221, the Commission would urge that the bill include provisions to ensure that CMP customers who move to KLPD because of the boundary realignment compensate CMP’s remaining ratepayers for all costs incurred by the expansion, thereby ensuring that CMP’s remaining customers do not end up subsidizing the transaction.  

Section 3 of the LD 1221 would authorize the Commission to “resolve…any disagreement or dispute between” KLPD and CMP “as to the valuation of the facilities…and any issue with respect to severance or realignment of facilities rated 50 kilovolts or below” resulting from the acquisition.  As noted above, the Commission believes that the proposed boundary realignment should not result in realigned customers being relieved of their stranded cost obligations.  The Commission therefore recommends that if the Committee decides to move forward with LD 1221, the bill be amended to clarify that the Commission has the authority to calculate and ensure payment of the realigned customers’ stranded cost contribution.  
Another question presented by LD 1221 is what precedent the bill would set and how that precedent would affect other T&D utilities and their ratepayers?  The Commission notes that it costs more to provide electric service to some customers than others.  Generally, the greater the population density the lower the per-customer cost to provide service.  If the enactment of LD 1221 were seen as by some as a demonstration of the Legislature’s willingness to consider service territory realignment in other parts of the State, low-cost areas could become the subject of future legislation.  The Commission recommends that as your Committee considers LD 1221, you carefully determine whether and how you want to limit its applicability.  

The Commission would be happy to respond to any questions you may have about LD 1221 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
� These bills include LD 783 in 1997, LD 2411 in 2000 and LD 808 in 2001.


�  The KLPD’s petition was filed on April 8, 2002 and assigned Docket No. 2002-196.
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