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Commissioners' Letter

This report provides an overview of the work conducted by the Maine
Public Utilities Commission (Commission) in 2019 administering the
laws concerning public utilities in Maine.

This past year included some tremendous accomplishments for the
Commission as well as good news for Maine consumers. The
Emergency Services Communication Bureau received a $680,741
Commissioners | federal grant to improve 911 location information in Maine. In addition,
the Bureau launched a public information campaign with two public
Philip L. Bartlett, Il| service announcements about emergency calling and texting to 911.

Chairman
The Commission’s Electric and Gas Division conducted the annual
R. Bruce standard offer RFP for electricity supply. Maine residential and small
Williamson business consumers will see reductions of 19-23% on the supply

Commissioner portion of their bill effective January 1, 2020. Consumers will see
annual savings of over $100.
Randall D. Davis
Commissioner The Executive Summary of the report is detailed on page 3 and
highlights the more noteworthy cases and events that occurred during
calendar year 2019. Major cases include the CMP metering and
Division Directors | pilling investigation and CMP rate case, the New England Clean
Energy Connect transmission line, the Maine Water Company merger
and Emera Maine merger. The Commission has a very dedicated and

Derek Davidson

Consumer ,
: talented group of employees who work on these cases. As noted in
Assistance and .
Safety Se.ctllon 3 of the rgport, our gmployees analyze and process cases very
efficiently. In addition to their hard work for the people of Maine, we
Jeff McNelly are proud to report that our employees exceeded the PUC goal for the
. . : o
Telephone and Maine State Employees Combined Charitable Appeal by over 300%.
Water

Finally, the Commission dedicates this annual report to Chris Simpson
who unexpectedly passed away in 2019. Chris inspired us all and was
recognized by Governor Mills as the Commission’s employee of the
year. In all aspects of its work, the Commission continues to exercise
its regulatory, adjudicatory and public policy responsibilities diligently to
ensure that utility services for Maine residential and business

Faith Huntington
Electric and Gas

Maria Jacques

Emergency consumers are provided at rates that are just and reasonable and
Services . : o . . .
. consistent with good utility practice. We look forward to working with
Communication : : s
Bureau the Legislature this year on utility issues.

Harry Lanphear With regards,

Administration

Mitchell
Tannenbaum Philip L. Bartlett Il R. Bruce Williamson Randall D. Davis

Legal Chairman Commissioner Commissioner
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2. EXECUTIVE SUMMARY

This section of the annual report highlights some of the more noteworthy cases and events
that occurred during calendar year 2019.

Topic Description

911 Public
Service
Announcements

The Emergency Services Communication Bureau launched a public
information campaign with two public service announcements about
emergency calling and texting to 911. In one PSA, a heart attack
emergency is dramatized with a woman calling 911 on her cell phone. A
second PSA depicts a home invasion where a young woman texts to 911.
Texting is a service that was expanded in December 2018.

Standard Offer
Price Decrease

The Standard Offer RFP conducted by the Commission in late 2019
resulted in significant price decreases in January 2020 for all CMP and
Emera Maine residential and business consumers who take standard
offer supply service. The supply price decreases range from 19-23% and
are primarily driven by wholesale market conditions in New England.
These prices will reduce average monthly residential bills by 8-9%.

CMP Metering
and Billing
Investigation

After extensive hearings, testimony and a forensic audit conducted by the
Liberty Group to determine whether CMP’s systems produce accurate
measurements of customer usage with bills that reflect correct customer
usage levels and charges, the Commission staff issued an Examiners’
Report on January 9, 2020. The report identified major problems with the
implementation of CMP’s new billing system as well as significant
concerns over poor customer service and recommended a substantial
penalty discussed in the rate case section below. The report also
concludes that CMP’s meters functioned properly and that high consumer
bills were primarily a result of extremely cold weather and a large increase
in the standard offer supply price. The OPA’s expert also performed an
analysis and its findings did not refute the Liberty audit. The Commission
is expected to deliberate this case in January 2020.

New England
Clean Energy
Connect Project
(NECEC)

The Commission approved a stipulation and issued a Certificate of Public
Convenience and Necessity (CPCN) for the New England Clean Energy
Connect Project (NECEC), a 145-mile 1,200 MW transmission line from
the Québec-Maine Border to Lewiston. The Commission found that the
project met all the statutory requirements and is in the public interest
concluding that the benefits to Maine ratepayers and citizens, significantly
outweigh the adverse impacts. In addition, the Commission’s approval of
the Stipulation provides funding mechanisms and programs to provide
rate relief to Maine ratepayers, benefits for low-income customers, and
support for a variety of other programs that benefit Maine.

Gas Safety and
Dig Safe

The United States DOT's Pipeline & Hazardous Materials Safety
Administration (PHMSA) gave the CASD a perfect score of 100% for the
Commission’s pipeline safety program. PHMSA also gave the CASD a
perfect score for its damage prevention program (Dig Safe).

Maine Public Utilities Commission
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EXECUTIVE SUMMARY CONTINUED

Topic Description

On May 7, 2019, Emera Maine filed a petition for approval of
reorganization resulting from a proposed transaction in which ENMAX
Emera/Enmax Corporation would acquire all of the outstanding common stock of BHE
Merger Case Hold_ings Inc. _th_e parent company of Emera Maine. A stipulation. was
received providing for $8M in customer rate credits, $5M for low income
ratepayers, and reliability and service quality metrics. The Commission is
holding additional hearings on the stipulation and will deliberate this case
in early 2020.
Maine Water On May 3, 2019, Maine Water filed a Petition for Approval of
c Reorganization. Maine Water is a wholly-owned subsidiary of

ompany. Connecticut Water Service, Inc. The reorganization at issue was a merger
Merger with SJC | petween Connecticut Water and SJW Group. SJW is the parent company
of San Jose Water Company. A stipulation was presented providing a
$467,000 bill credit to Maine customers and requiring that Maine Water’s
senior leadership team continue to be located in Maine with no changes
to the day-to-day managerial and operational changes as a result of the
merger. The stipulation was approved in October.

A number of important renewable energy legislative proposals were

enacted during the 2019 legislative session that require Commission
Renewables action. These include amendments to the Commission’s net energy
billing and interconnection rules, adopting a new rule governing

Legislation R ! a s .
distributed generation procurements, and issuing an RFP for pilot
programs to support beneficial electrification of the transportation sector.

Long Term The Commissio.n approved th(ee Iong-term contracts in 2019. '

Renewable A. The Three Rivers Solar project located in Hancock County with a

capacity of up to 100 MW ac with expected operations in 2021.

Contracts B. Weaver Wind located in Eastbrook is a 72.6-megawatt onshore wind
facility expected to be operational no later than December 31, 2020.

C. Maine Aqua Ventus (MAV) is a deep-water offshore wind project being
developed by the University of Maine and its partners. MAV includes up to
two floating wind turbines located in the Gulf of Maine.

On January 9, 2020, the Commission staff issued an Examiners’ Report
recommending a substantial reduction to CMP’s return on common equity
equivalent to $4.9 million per year, may be lifted only when CMP meets all
service-quality metrics for at least 12 consecutive months. The staff also
CMP Rate recommends a rate increase for improvements to customer service and
reliability. The result of this proposed increase and significant ROE
adjustment for failures in poor management and results, equates to an
increase of $20.4 million, less than half of the $44.7 million CMP
requested. This would result in an 8.1% increase in distribution rates
effective March 2020, or a 2.45% increase to an average residential bill.
The Commission is expected to deliberate this case in January 2020.

Investigation

|
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3. ORGANIZATION OVERVIEW

The Maine Public Utilities Commission regulates electric, gas, telephone and water
utilities to ensure that Maine citizens have access to safe and reliable utility services at
rates that are just and reasonable for residential and business consumers and public
utilities.

The Commission, created by the Maine Legislature in 1913, has broad powers to regulate
public utilities in Maine including electricity, telephone, water, and gas providers. The
Commission also responds to customer questions and complaints, grants utility operating
authority, regulates utility service standards and monitors utility operations for safety and
reliability and has authority over rates and service of ferry transportation in Casco Bay.

Like a court, the Commission adjudicates cases and may take testimony, subpoena
witnesses and records, issue decisions or orders, and hold public and evidentiary hearings.
The Commission encourages participation by all affected parties, including utility customers.
The Commission also conducts investigations and rulemakings, investigates allegations of
illegal utility activity and responds to legislative directives.

The three full-time Commissioners are nominated by the Governor, reviewed by the
Legislature’s Joint Standing Committee on Energy, Utilities and Technology and confirmed by
the full Senate, for staggered terms of six years. The Governor designates one
Commissioner as Chairman. The Commissioners make all final Commission decisions by
public vote and action of the majority.

The Commission’s staff of 63 includes accountants, engineers, lawyers, financial analysts,
economists, consumer specialists, and administrative and support staff. It is divided into six
operating areas according to industry area or function.

The Telephone and Water Division and the Electric and Gas Division are designated to
work on the issues related to these industries. Division staff conduct technical and financial
investigations and analyses of utility operations, analyze applications by utilities to issue
securities, advise the Commissioners on matters of rate base, revenues, expenses,
depreciation, cost of capital, engineering, rate design, energy science, statistics and other
technical elements of these utility areas. Staff also conduct various supply procurement
processes, including standard offer electricity supply service.

The Emergency Services Communication Bureau manages the statewide Enhanced 911
(E911) system, including program development and implementation. The statewide 911
system is the component of the emergency response system that delivers 911 calls and
displays the telephone number and physical location of the caller at one of Maine’s 26 Public
Safety Answering Points (PSAPS).

The Consumer Assistance and Safety Division (CASD) provides information and
assistance to utility customers to help them resolve disputes with utilities. CASD investigates
a variety of complaints involving utility service, including quality of utility service, billing
disputes, payment arrangements, rates or charges, disconnection, and utility repairs. The
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CASD educates the public and utilities about consumer rights and responsibilities and
evaluates utility compliance with state statutes and Commission rules. The CASD also
oversees gas safety regulation and enforcement as well as underground facilities damage
prevention.

The Legal Division provides hearing officers in cases before the Commission and assists in
preparing and presenting Commission testimony on legislative proposals. This division
represents the Commission before federal and state appellate and trial courts, and various
regional and federal administrative and regulatory agencies.

The Administrative Division handles day-to-day operational management of the
Commission, with responsibilities for fiscal and personnel matters, contract and docket
management, legislative analysis and the Commission's facilities. This division also oversees
information technology including the Commission’s Case Management and Consumer
Complaint System.

Efficient Case Management
On average, the Commission receives approximately 330 cases a year from the utilities we
regulate. As noted below, over 66% of these cases relate to electric and water utilities.

An analysis of all dockets in the 2000-2017 interval identifies the types of dockets brought to
the Commission, the proportion of dockets by industry type, and how long it takes between
the initial filing and the final closing of dockets. That analysis showed that 50 percent of
communication cases have been resolved within one month; 50 percent of electric and “all
other” industry dockets are resolved within the first two months; and half of gas industry
dockets are resolved within 3 months.

Table 1 — Commission Cases by Industry
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4. TELECOMMUNICATIONS

As a result of changes in law enacted in 2012 by the Maine Legislature, the only retail
telephone service the Commission regulates is Provider of Last Resort (POLR) service.
POLR service is currently offered by Maine's incumbent local exchange carriers (ILECs) and
provides consumers with the ability to receive basic telephone service at a flat rate within a
basic calling area. POLR service also provides access to emergency services, operator
services, long-distance service, and directory assistance, and it provides for a toll limitation
option for low-income customers.” Figure 1 on the following page shows the service
territories of the POLR service providers in Maine.

During its 2016 session, the 127th Maine Legislature enacted legislation (2016 Act)? that
provided for the removal of the obligation to provide POLR service in 22 specific
municipalities, starting with Maine's seven largest municipalities in the summer of 2016.3
The removal of the POLR service obligation continued for the next 15 largest municipalities*
in Maine, in groups of five municipalities, through early 2018. Removal of the obligation in
these municipalities was predicated on the POLR service provider meeting certain service
quality standards. The POLR service provider in all 22 municipalities was Northern New
England Telephone Operations LLC d/b/a FairPoint Communications-NNE (FairPoint), now
Consolidated Communications, Inc. (Consolidated), which assumed all of FairPoint’s
obligations.

The 2016 Act directs the Commission to include in its Annual Report, through 2022,
information related to which municipalities have had the POLR obligation lifted as well as any
municipalities where the Commission approved the discontinuance, reduction or impairment
of service and any complaints the Commission may have received regarding the costs of or a
lack of access to reliable basic telephone service in municipalities where the POLR obligation
has been removed. The POLR service obligation has been eliminated in all 22 municipalities
specified in the 2016 Act.

Consolidated may request that the obligation be removed in additional municipalities. Before
the Commission will lift the obligation in additional municipalities, Consolidated must meet the
applicable service quality standards and demonstrate to the Commission that sufficient
competition exists for both wireline and wireless service in the municipality for which relief is
requested. To date, Consolidated has not requested to have its POLR obligation lifted in any
additional municipalities. In the municipalities where Consolidated has been relieved of its
POLR service obligation, it is prohibited from discontinuing, reducing, or impairing
(collectively known as abandoning) any other telephone service unless it receives
Commission approval. Chapter 220 of the Commission’s Rules sets forth the showing that
Consolidated must make before it may abandon service in any municipality. To date, the

" POLR service provides access to these services, but any charges, e.g. long-distance charges, are
not included in the flat-rate.

2 Public Law 2015, c. 462

3 Portland, Lewiston, Bangor, South Portland, Auburn, Biddeford and Sanford

4 Scarborough, Gorham, Waterville, Kennebunk, Cape Elizabeth, Old Orchard Beach, Yarmouth,
Bath, Westbrook, Freeport, Brewer, Kittery, Windham, Brunswick, and Augusta
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Commission has not approved the discontinuing, reducing or impairing of any other
telephone service in any municipalities. In addition, the Commission has not received any
complaints regarding the costs of or a lack of access to reliable basic telephone service in
municipalities where the POLR obligation has been removed.®

Figure 1 — Incumbent Local Exchange Carriers

In addition to jurisdiction over POLR service, the Commission retains jurisdiction over the
enforcement of certain provisions of Federal telecommunications statutes related to the
provision of wholesale telephone services and the interactions between competitive providers
of telecommunications services. The Commission also retains the authority to certificate
competitive local exchange carriers (CLECs) who wish to operate in Maine, but the

5In 2018, the Commission received a complaint from Consolidated customers in Brooksville, Maine
regarding the quality of their landline voice service. In response to the complaint, Consolidated
upgraded and replaced some of its facilities in the Brooksville area. The Commission has not
removed Consolidated's POLR service obligation in Brooksville.
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The telecommunications industry in Maine is being impacted by increasing competition and
other factors, as is evident in the reduction of ILEC access lines and POLR service
subscribers. Not only has there been a noticeable reduction of POLR service subscribers in
recent years, but only about 13% of ILEC customers opt for POLR service. Table 2, above,
depicts historical data for both ILEC access lines and POLR service customers. All
consumers can obtain long distance service from a carrier other than their local exchange
carrier. Telephone service employing VolP technology — particularly the offerings of cable
television providers — competes aggressively with traditional ILEC service in those areas
where cable broadband is available. An increasing number of customers are substituting
mobile wireless service and cable for traditional wireline service. The mobile cellular market
now has more than 1.2 million cell phone subscribers in Maine, compared to approximately
214,000 retail wireline access customers served by ILECs. However, wireless service is not
ubiquitous and may be unreliable or inconsistent in certain areas. The Commission has no
authority to require wireless carriers to build out or improve their service but does review and
certify wireless buildout data from U.S. Cellular, which receives Federal Universal Service
Fund (USF) support.

KEY EVENTS

Pole Attachment Rulemaking Related to Rates

In 2018, the Commission opened a Notice of Inquiry (NOI) to obtain information from
interested persons regarding possible amendments to its pole attachment rule, Chapter 880,
relating to the calculation of costs and resulting rates for pole attachments (Docket 2018-
00010). On March 22, 2019, the Commission opened a rulemaking proceeding on these
issues (Docket 2019-00028). The Commission adopted the FCC'’s “cable rate” as the
formula for determining a presumptively reasonable pole attachment rate in Maine noting it
has been tried and tested and is widely used across the country. The Commission also
amended the rule to implement legislation enacted during the 2019 legislative session that
provides that current attachers to any joint use utility pole are responsible for the costs of any
make-ready work (including replacement of a pole) that is necessary to accommodate a
municipal attachment to a pole for police power purposes, or for the purpose of providing
broadband service to an unserved or underserved area.® The Commission adopted these
amendments to the rule in November of 2019.

207 Area Code Exhaustion

According to the NPA (Number Planning Area) exhaust projections, Maine could see the 207
Area Code exhausted by the third quarter of 2024. Currently, Alaska, Delaware, Hawaii,
Montana, New Hampshire, North Dakota, Rhode Island, South Dakota, Vermont, Wyoming,
Washington, D.C. and Maine have a single area code. When a state comes within two years
of exhaust, that triggers immediate area code relief action which could include an overlay of a
new area code or creating a geographic split of the state’s dialing area. The Commission
plans to open a proceeding in 2020 to find ways to mitigate this problem.

Maine Telecommunications Education Access Fund (MTEAF)
The Commission administers the MTEAF, which provides funding that allows Networkmaine
(an entity within the University of Maine System) to operate the Maine School and Library

6 Public Law 2019, ¢. 217
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Network (MSLN). The MSLN provides qualified schools and libraries in the State with high-
speed Internet access, content databases and search capabilities, content filtering, and
training. The MTEAF collects funds from voice network service providers operating in the
State. The Commission uses an independent administrator to handle all administrative
aspects of the Fund. The Commission approves the annual budget request submitted by
Networkmaine on behalf of the Department of Education and the Maine State Library and
establishes the rate for contributions to the MTEAF. The budget filing describes the activities
of the MSLN in meeting the broadband needs of schools and libraries over the preceding
year, and it proposes a spending level for the upcoming year, based on program needs. In
2018, the Commission approved a budget for the 2019/20 fiscal year of $3.9 million.

Public Interest Phones (PIPs)

Beginning in 2007, pursuant to 35-A M.R.S. § 7508 and Chapter 252 of the Commission’s
rules, the Commission has overseen the installation of Public Interest Payphone (PIP) sites
throughout Maine. In 2019, the Commission did not receive any new requests for PIPs. The
annual cost of the program, which currently includes 35 PIPs, is approximately $30,000 and
is funded by the Maine Universal Service Fund (MUSF).”

Communications Equipment Fund

Title 35-A M.R.S § 7104(5) requires the Commission to annually transfer $85,000 from the
MUSF to the Communications Equipment Fund (CEF), which is established pursuant to 26
M.R.S. § 1419-A. The CEF is administered by the Bureau of Rehabilitation Services within
the Department of Labor (the Bureau). The CEF is used by the Division of Deaf, Hard of
Hearing and Late Deafened within the Bureau for the purchase, lease, distribution,
upgrading, installation, maintenance and repair of specialized customer communications
equipment for deaf, hard of hearing, late deafened or speech impaired persons and persons
with disabilities, for training in the use of such equipment, and for administrative costs. In
addition to the required amount, the Bureau may request that the Commission transfer an
additional annual amount of $100,000 to the CEF if the Bureau does not receive sufficient
funds from federal or other sources to carry out the purposes of the CEF. The Bureau has
requested and received from the MUSF this additional amount for the past nine years; hence
the Commission has transferred a total of $185,000 to the CEF in each of those years.

Telecommunications Relay Services

Telecommunications Relay Services (TRS) are used to allow deaf, hard-of-hearing and
speech impaired persons to place and receive voice telephone calls with the assistance of a
third-party intermediary. Maine statute provides that in order to ensure the affordability of
TRS throughout the State, the Commission shall establish funding support for these services,
including related outreach programs, within the MUSF.8 The TRS Advisory Council
implements the Maine TRS program as certified by the FCC. Other explicitly defined duties
of the Council include the ability to contract for intrastate TRS and outreach services, to
organize and fund projects to promote the use of TRS and to develop, administer and fund
pilot projects to provide access to TRS. Pursuant to statute, the Council submits to the
Commission an annual budget of its projected costs for the coming fiscal year, not to exceed
$600,000, and the Commission transfers the funds quarterly to the TRS Council Fund to fund

" The Commission is required to report on this information pursuant to 35-A M.R.S. § 7508(4).
8 35-A M.R.S. § 7104(7)
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Council activities. The Council is required by statute to submit an annual report to the
Commission on December 1, that details the activities of the Council including all Council
expenditures from the fund and how all vendors the Council contracts with for services were
selected.® The Commission has formally requested this report.

Lifeline

The federal Lifeline program provides a monthly benefit which helps to lower or eliminate the
cost of a monthly phone or Internet bill for those who qualify. Only one benefit is available
per household, and it may be applied to either phone or Internet service. To participate in the
program, consumers must have an income that is at or below 135% of the federal poverty
guidelines, or they must participate in a qualifying state, federal or tribal assistance program.
Consumers qualify for Lifeline if they, or one or more of their dependents, receive benefits
from one of the following federal programs: Medicaid, Supplemental Nutrition Assistance
Program, Supplemental Security Income, and Federal Public Housing Assistance. Eligible
Lifeline subscribers receive a combined federal/state discount of up to $12.75 per month,
which is provided as a credit on their phone bills. All ILECs participate in the Lifeline
program, and several wireless carriers offer the federal Lifeline discount to eligible
subscribers.

Telephone Exemptions

In accordance with statutory changes enacted by the 125" Maine Legislature, the
Commission may grant exemptions from certain portions of Title 35-A to POLR service
providers. The Commission received no requests for exemptions from POLR service
providers in 2019.10

935-A M.R.S. § 8704(8)
19 pursuant to 35-A M.R.S. § 120(5), the Commission is required to report on this information in its
annual report.
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5. ELECTRIC

THE ELECTRIC INDUSTRY IN MAINE™

Electricity service to Maine consumers is comprised of two components: delivery and supply.
Delivery includes transmission, distribution and customer-related items such as metering and
billing, and supply includes the production and provision of electric energy and capacity.
Delivery encompasses high-voltage transmission and lower-voltage distribution systems,
including the construction, operation and maintenance of those facilities. Delivery is
considered to be a monopoly service and is fully regulated. Supply is not considered to be a
monopoly service and is provided by various entities operating in regional and state
wholesale and retail markets with less regulation and oversight. At the retail level,
consumers in Maine receive delivery service from a regulated transmission and distribution
(T&D) utility, and supply service from a licensed competitive electricity provider (CEP).

T&D rates are comprised of three components: transmission, distribution, and stranded costs.
Transmission rates cover the cost of constructing and operating the transmission system in
Maine, as well as costs allocated to Maine for regional pool transmission facilities (PTF),
which are the high voltage transmission lines that serve as the backbone of the New England
system and are paid for by all New England ratepayers. Distribution rates cover costs
incurred by the T&D utility to construct and operate the local distribution system, as well as
costs for customer-related activities such as metering and billing. Stranded costs include the
few remaining net, above-market costs for generation obligations that utilities incurred prior to
industry restructuring, as well as more recent net costs from more recent contracts authorized
pursuant to specific statutory provisions, such as the long-term contracting statute (35-A
M.R.S. § 3210-C), the Community-based Renewable Energy Pilot Program statute (35-A
M.R.S. § 3601-3609), and unallocated language, Section A-6, of the Ocean Energy Act
(Public Law 2009, c. 615).

Most of Maine is part of the regional bulk power and wholesale market systems that are
operated and administered by the New England Independent System Operator (ISO-NE).
The exception to this is northern Maine, which is not directly interconnected with the ISO-NE
system. Northern Maine is interconnected to the New Brunswick Power system, and has its
own system administrator, the Northern Maine Independent System Administrator (NMISA).

Electricity use by Maine consumers is currently about 12 million megawatt hours (MWh) per
year, with a peak demand of about 2,000 MW. Maine is currently a net electricity exporter,
with total generation capacity from in-state plants in the range of 3,200 MW.

The Commission regulates the operations and rates of the Maine T&D utilities, except for
transmission rates, which are regulated by the Federal Energy Regulatory Commission
(FERC). The Commission licenses retail electricity suppliers and marketers, and generally

" In addition to reporting on the electric industry, this section includes the Commission’s Reports on
Electric Restructuring required pursuant to 35-A M.R.S. § 3217, Electric Incentive Ratemaking
required pursuant to 35-A M.R.S. § 3195(5) and Smart Grid Infrastructure pursuant to 35-A M.R.S. §
3143.
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oversees the Maine retail market. The Commission also administers competitive
procurement processes for standard offer service, and administers other power supply
procurement processes pursuant to specific statutory direction and authority. Finally, the
Commission monitors regional wholesale markets and bulk power and transmission systems,
including the ISO-NE and NMISA systems, and advocates for Maine consumers in regional
forums and before FERC.

There are 12 T&D utilities in Maine: two investor-owned utilities (IOUs) and ten consumer-
owned utilities (COUs). The I0Us, Central Maine Power Company (CMP) and Emera Maine
(EME), serve about 95% of the total state load. Figure 2 below shows the geographic areas
each utility serves.

Figure 2 — T&D Service Areas
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There are approximately 250 Maine-licensed CEPs with whom customers have made
arrangements for supply for about 55% of Maine’s retail electricity usage. The remaining
usage is supplied by the suppliers selected by the Commission to provide “default” service or
"standard offer service".

MARKET TRENDS AND CONSUMER PRICES

Wholesale Energy Market

On an annual average basis, regional wholesale energy prices in the ISO-NE spot market
during the 12-month period ending October 31, 2019 were $33.41/MWh, which is about
21.3% lower than prices during the prior 12-month period. During the most recent winter
period, December 2018 — February 2019, prices averaged $46.39/MWh, which is about
34.8% lower than the prior winter period. Average wholesale energy prices in the ISO-NE
spot market over the last several years are shown in Figures 3 and 4 below.

Figure 3 - ISO-NE Day-Ahead Locational Marginal Prices (LMP); Average Monthly
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Figure 4 — ISO-NE Day-Ahead LMP; Daily Average Winter Months
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Wholesale Capacity Market

In addition to energy, electricity supply prices include a component for capacity. Capacity
prices are set for the ISO-NE region three years in advance of when they will be in effect
through the Forward Capacity Auction processes administered by ISO-NE. During 2019, the
effective capacity price on average for the year was $8.08/kW-month. Capacity prices for
calendar year 2020 are significantly lower, averaging $6.02/kW-month. The lower capacity
prices for 2020 are a contributing factor to the decreases in standard offer prices that took
effect on January 1, 2020.

Retail Supply Prices

Retail electricity supply prices for most customers in Maine were higher in 2019 compared to
the prior year. The standard offer solicitation process conducted by the Commission at the
end of 2018 resulted in electricity supply prices for calendar year 2019 of 9.00 cents/kWh for
CMP residential and small business consumers and 7.22 cents/kWh for Emera Maine —
Bangor Hydro District residential and small business consumers. These prices range from
14-16% higher than in 2018, resulting in an 5-7% increase in the average residential
customers total bill.

In December 2019, the Commission accepted bids and set new standard offer service prices
for customers of CMP and Emera Maine, Bangor Hydro District (BHD). The new prices are
effective for a 12-month term beginning January 1, 2020. For CMP residential and small
business customers, the accepted bids resulted in a new standard offer price of 7.30
cents/kWh, which reflects an 19% decrease compared to prices during 2019. For CMP
medium business customers, the new prices equated to about 7.00 cents/kWh on average
over the term, which reflects a decrease of 22% compared to prices during 2019. The bid

accepted for large business customers is indexed to the market, and prices will be set by the
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Commission in advance of each month based on then-current market prices. For Emera
Maine residential and small business customers, the accepted bids resulted in a new
standard offer price of 6.88 cents/kWh, which reflects a 18% decrease compared to the prior
year. For Emera Maine medium business customers, the new prices equated to about 7.09
cents/kWh on average over the term, which reflects a decrease of 21% compared to prior
prices. Prices for Emera Maine’s large business customers have been and will continue to
be set in the same manner as described above for CMP.

Table 3 — Standard Offer Prices 2020 Compared to 2019

Central Maine Power Company

2019

2020

Yo

Decrease

Residentialfﬁmgll Business Standard 9.00 7.30 19%)
Offer Supply Price ¢/kWh | ¢/kWh

Typical Residential Total Bill $95 53/ | $86.18/ 9.8%]
(assumes 550 kWh monthly usage) month | month '
Medium Business Customers 8.95 7.00 22%]
Annual Average Supply Price ¢/kWh | ¢/kWh

Emera Maine - Bangor Hydro District

Residentialmegll Business Standard 8.37 6.88 18%)
Offer Supply Price ¢kWh | ¢/kWh
Medium Business Customers 9.03 7.09 219%]
Annual Average Supply Price ¢/kWh | ¢/kWh

Prices available from CEPs were varied. For residential and small business customers, CEP
prices were generally higher than standard offer prices.

The following table provides a year by year price comparison by component for CMP
residential customers. The supply portion of the overall price has grown from 2016 through
2019, but showed a significant decline in 2020 as detailed in Table 4. The distribution
component decreased in 2019 primarily due to the removal in rates of recovery costs from
the October 2017 wind storm.
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Table 4 — CMP Total Price by Component
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Retail Supply Market Activity

Since March 2000, consumers in Maine have had the right to select their electricity supply
products and suppliers. For many years, there was a robust market throughout most of
Maine for medium and large commercial and industrial (C&l) customers, but virtually none for
residential and small commercial customers. However, beginning in 2012, retail competition
increased substantially for residential and small commercial customers, and there are now
several CEPs serving this sector.

During 2019, the amount of residential and small commercial supply served by CEPs
continued to decline, as was the case during 2018. As of late 2019, about 13% of
residential/small commercial supply was served by CEPs, down from a high of 35% in early
2013. Figure 5 below shows the migration patterns by sector, over the past several years.

Specialized supply products for residential and small commercial customers continued to be
available during 2019, including a green power program that allows customers to purchase
renewable energy credits (RECs).
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Figure § — Load Served by Competitive Electric Providers, Jan. 2011 — Sept. 2019
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As has been the case in prior years, during 2019 competition remained weak in northern
Maine due to its electrical isolation from a functional wholesale market, such as the market in
the ISO-NE region. This isolation has hindered the retail market from developing in this part
of the state since retail access began in 2000.

Utility Delivery Service Rates

Delivery service rates include distribution, transmission and stranded cost components.
Distribution rates include the capital and operating costs of the electric distribution systems,
as well as customer-related costs such as metering and billing. During 2019, the distribution
rates of Maines investor-owned utilities varied. Emera Maine rates did not change.

CMP’s residential rates decreased by approximately 8%. This is due primarily to the removal
in rates of recovery costs from the October 2017 wind storm and an adjustment to the
revenue decoupling mechanism while being somewhat offset by the removal of the one-time
reduction from the federal TCJA. Among its provisions, the TCJA reduced the corporate tax
rate from 35% to 21%.

Stranded cost rates include the net costs associated with pre-restructuring power purchase
agreements. Net costs that result from more recently approved power purchase contracts
authorized pursuant to the long-term contracting statute, the Community-based Renewable
Energy Pilot Program statutes and the Ocean Energy Act are not technically stranded costs,
but are addressed in the stranded cost rate processes and reflected in stranded cost

rates. In addition, expenses associated with prior nuclear power arrangements are included
in the stranded costs. For CMP and Emera residential customers the stranded costs
included in rates are negligible. They currently range from a negative $0.0006 per kWh to
$0.002 per KWh.
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Transmission rates for CMP increased by approximately 10% overall in 2019. Emera Maine
BHD’s rate decreased by about 5% and Emera Maine’s MPD rate increased by
approximately 32%. The significant drivers of CMP’s increase are increase regional network
service expenses and increased costs attributed to the true-up from forecast to actual

cost. Emera Maine’s BHD decrease is primarily a result of including excess deferred income
taxes and the delay of a project that was anticipated to be in service. Emera Maine’s MPD
rate increase is a result of lower revenue credits due to wheeling discounts and generating
plant closures and the addition of several capital investments. As noted in prior Annual
Reports, transmission rates for CMP and Emera Maine’s BHD have increased significantly
over the last ten years. These increases are due largely to major transmission system
upgrades throughout New England, including by CMP and Emera Maine. Under the ISO-NE
tariff, costs of Pool Transmission Facilities (PTF) projects in New England are shared among
all New England states in proportion to load, so that Maine customers pay 8%-9% of the cost
of regional PTF projects regardless of where they are physically located. CMP’s and Emera
Maine’s BHD residential transmission rates are approximately 3.5 ¢/kWh. In contrast, the
transmission rate for an Emera Maine’s MPD residential customer is about 1.1 ¢/kWh
reflecting, in part, the fact that Emera Maine’s MPD is not part of the ISO-NE system.

Current retail rates for Maine residential consumers for all electric utilities in Maine are
summarized in Table 5 below.

Table 5 — Residential Electricity Rates

RESIDENTIAL ELECTRICITY RATES IN MAINE

As of December 31, 2019"

% of Standard

State Delivery Rate (0);{-1¢
Residential T&D Stranded Cost Total Delivery Rate

Load ¢/kWh ¢/kWh ¢/kWh ¢/kWh

INVESTOR-OWNED UTILITIES
Central Maine Power 79.0%| 3,616,793,824| 8.1 0.3 8.4 9.0 17.4 ¢/kWh
Emera Maine - BHD? 13.1% 600,871,243| 10.0 0.2 10.2 8.4 18.6 ¢/kWh
Emera Maine - MPD 4.1% 189,999,338| 7.6 -0.1 7.5 8.5 16.0 ¢/kWh
COOPERATIVES & MUNICIPAL-OWNED UTILITIES
Eastern Maine Electric Cooperative 1.2% 56,266,778| 10.0 N/A 10.0 6.7 16.7 ¢/kWh
Houlton 0.7% 31,048,093| 3.5 N/A 3.5 7.2 10.7 ¢/kWh
Van Buren 0.2% 7,602,524 4.5 N/A 4.5 6.8 11.3 ¢/kWh
Kennebunk Light & Power 1.1% 51,581,833| 4.7 N/A 4.7 8.1 12.8 ¢/kWh
Madison Electric Works 0.4% 17,705,096 3.7 N/A 3.7 7.7 11.4 ¢/kWh
Matinicus 0.0% 224,979 Exempt from Standard Offer requirements 48.6 ¢/kWh
Monhegan 0.0% 343,016 Exempt from Standard Offer requirements 74.5 ¢/kWh
Fox Island 0.1% 6,864,075| 20.6 N/A 20.6 10.3 30.9 ¢/kWh
Isle au Haut 0.0% 157,909 43.7 N/A 43.7 7.2 50.9 ¢/kWh
STATE AVERAGE 100.0% 4,579,458,708 8.3 0.3 8.3 8.6 16.9 ¢/kWh
1. Central Maine Power, Emera Maine - Bangor Hydro District and Emera Maine - Maine Public District information based on residential rates as of 7/1/19 and
standard offer rates averaged over 2019. Consumer-owned utilities' information, except Isle au Haut, is based on 2018 annual reports (filed in 2019) and
supply rates in effect 12/31/19. Isle au Haut information is based on its 2017 annual report (filed in 2018).
2. Swans Island Electric Coop was purchased by Emera Maine. Emera residential customers located on Swans Island and Frechboro currently pay the Emera
BHD rate plus a surchase as established in 2016-00209.
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MAJOR CASES, ISSUES AND PROCEEDINGS

CMP Billing, Metering and Customer Communications Investigations

In response to complaints received about high bills and possible bill errors from significant
numbers of CMP customers during the winter of 2017/2018, in March of 2018 the
Commission initiated a forensic audit of CMP’s metering and billing systems (Docket No.
2018-00052). The customer complaints followed a significant wind storm in October 2017
that resulted in unprecedented power outages across the State, extraordinarily cold weather,
and the cutover by CMP to a new billing system. The Commission engaged the Liberty
Consulting Group (Liberty) to conduct the audit. In December of 2018, Liberty issued its final
report on all aspects of the audit.

In January 2019, the Commission initiated a formal adjudicatory investigation into CMP’s
metering and billing issues (Docket 2019-00015). The Liberty Report was incorporated in this
investigation. During the course of the investigation, parties conducted discovery on the
Liberty Report, filed testimony, and the Commission Staff issued two Bench Analyses. In
addition, a consultant for the OPA conducted additional analysis of high bills and billing
errors, focusing on CMP customer accounts with high bill complaints after the Liberty Audit
study period. Evidentiary hearings with the parties and public withess hearings to hear from
non-parties in the case were conducted. The public witness hearings were held in
conjunction with the investigation into CMP’s rates (Docket 2018-00194). Approximately 100
people testified at the public witness hearings and 250 people attended overall. Legal briefs
were filed and an Examiner’s Report was issued January 9, 2020, stating the Staff’s findings
and recommended actions for Commission consideration.

The Staff recommended a Commission finding that CMP’s management of the
implementation of its new billing system was imprudent as well as seve