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May 15, 2007
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 1754, Comments on Proposed Language 
Dear Senator Bartlett and Representative Bliss:

LD 1754, An Act to Incorporate the Greater Augusta Utility District is a concept draft that was heard by your Committee on May 8, 2007.  During the hearing, Senator Mitchell submitted proposed language to replace the concept draft.  The Commission has reviewed the proposed language and offers the following two comments for your consideration during the work session on LD 1754.
1. Section 3 of the proposed language deals with transfers of assets and assumption of liabilities and benefits. This section provides that all assets/liabilities of the participating entities will be transferred to the new Greater Augusta Utility District (District).   The Commission recommends that language be added to this section to require that the new District maintain separate records of the assets/liabilities of the water and wastewater sides of its operation.  Such separation for transferred assets/liabilities, as well as assets/liabilities created by the District on an ongoing basis, is necessary for the Commission to set rates for the services provided by the District that are regulated by the Commission.  The Commission recommends that the District be required to maintain, the extent possible, all operating expenses on a separate basis for its water and wastewater divisions.  

2. Section 16 is entitled “Payment of rates required; purpose of revenue.” Subsection 16 (c) states that for the purpose of establishing water and wastewater rates, “all of the District's costs of service shall be equitably allocated between water and wastewater operations to minimize any cross-subsidies between water ratepayers and wastewater ratepayers.”  The Commission notes that equitable cost allocation is critical and recommends that language be added to this section that requires the District to adopt a specific cost allocation methodology and maintain records sufficient to demonstrate that the District has followed its allocation methodology.  







Sincerely,








Chris Simpson








Legislative Liaison

cc:
Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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