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February 5, 2008
Honorable Philip Bartlett, Senate Chair

Honorable Lawrence Bliss, House Chair

Joint Standing Committee on Utilities and Energy

Augusta, Maine 04333

Re:
LD 2041, An Act to Decrease Energy Costs on Swans Island and Frenchboro
Dear Senator Bartlett and Representative Bliss:

The Commission takes a position neither for nor against LD 2041, An Act to Decrease Energy Costs on Swans Island and Frenchboro.  LD 2041 would allow the Swans Island Electric Cooperative to sell whole sale generation service under certain circumstances.  
When the electric industry was restructured, the resulting investor-owned transmission and distribution (T&D) utilities were prohibited by law from owning generation unless it was needed for support of the T&D system (35-A M.R.S.A. § 3204) and, further, were prohibited from buying or selling generation unless done through a subsidiary under strict affiliate transaction restrictions.  The purpose of these restrictions was to avoid a situation where existing utilities or their affiliates would have an undue advantage over competitive providers in Maine’s generation market.  However, the explicit statutory prohibition on the ownership of generation does not apply to Maine’s consumer-owned T&D utilities and consumer-owned T&D utilities are explicitly authorized to provide generation service, but only within their service territories.  

However, § 3207 (1) (B) (attached) prevents consumer-owned T&D utilities, which are non-profit and sometimes quasi-governmental entities, from getting into the wholesale generation business by allowing only “incidental” wholesale sales.  The incidental sales provision recognizes that there may be instances where economies of scale make it difficult for a very small consumer-owned T&D utility to profitably own facilities that cover only that utility’s load.  LD 2041 provides that, notwithstanding § 3207 (1) (B), the Swans Island Electric Cooperative may sell wholesale generation service to reduce its costs of providing retail service, thus removing the “incidental “ requirement.  
LD 2041 is similar to a bill that was considered by this Committee in the 1st Regular Session of the 122nd.  LD 1442, An Act to Facilitate Energy Self-sufficiency for Maine’s Offshore Islands, resulted in P&SL 2005, Chapter 21 (attached).  Chapter 21 allows the Fox Islands Electric Cooperative (FIEC) to have the same exemption from the incidental requirement contained in § 3207 (1) (B) that LD 2041 would give to the Swans Island Electric Cooperative.  It is the Commission’s understanding that FIEC sought the exemption because it was contemplating installing a wind power facility and a larger facility would produce greater economies of scale in a possible wind facility. 
Similarly, such an exemption could be used by the Swans Island Electric Cooperative to own wind generation that would serve its own load but that would generate significant amounts of excess power.  The Swans Island Electric Cooperative could sell that excess power to help defray the costs of infrastructure upgrades and thus lower costs.  Such a project would be appealing because it would be consistent with the State’s objective to promote renewable power and it could help defray the high costs inherent in delivering power to an island.  It is unlikely to have a significant impact on Maine’s competitive generation market.  We see no reason to prohibit such a project and we believe that allowing Swans Island Electric Cooperative to sell more than “incidental” amounts of wholesale generation in this context is reasonable.  
The Commission looks forward to working with the Committee on LD 2041 and would be happy to respond to any questions the Committee may have about the bill.








Sincerely,








Chris Simpson








Legislative Liaison
Attachments
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Members of the Utilities and Energy Committee


Lucia Nixon, Legislative Analyst
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