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An Act to Encourage Customer Choice and Competitive Rates for
Natural Gas.
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Be it enacted by the People of the State of Maine as follows:

Sec. 1. 35-A MRSA §4703, sub-§1, as enacted by PL 1987, c.
141, Pt. A, §6, is amended to read:

1. Cost of gas and related costs. Subject to the approval
of the commission, each gas utility shall inelude--as-part-of-its
base--rates-a charge its customers a cost-of-gas adjustment rate
that includes reasonable eest costs for the gas whieh that it
supplies to its firm gales customers who receive uninterrupted
service on a year-round basis. The cost of gas shall-ineiude
includes the cost of the gas purchased by the company for use in
the State and may include costs directly related to the gas

rch nd m incl 11 or rtion of th ost of
facgilities used to produce and store gas, pursuant to rules
premulgated adopted by the commission under this section. The
amonnE--ko--be--inaluded--in--a--ukility'ts--base--rakes--shatl--be
determined-at--the -time- of--general -rate--adjustment--under-seckion
307 - -0x-1303~-and - -shall--be --based - upon--the - utility's-~reasonable
cects-ef-gas-during-the-test-year-used-for-the-rate-adjuskment~

Sec, 2. 35-A MRSA §4703, sub-§2, as enacted by PL 1987, c.
141, Pt. A, §6, is repealed. ‘

Sec. 3. 35-A MRSA §4703, sub-§§2-A and 2-B are enacted to read:

adjustment for firm sales

CRELOMEers.
hall
periodically adjust its cost-of-gas adjustment clause charges to
its firm sales customers to reflect increases and decreases in
the cost of gas. For purposes of this section, a "firm sales
customer" means a customer that receives uninterrupted gas supply
and transportation service from the gas utility on a year-round
basis. Subject to the approval of the commisgion, the
cost-of-gas adjustment char mu b illed at uniform rate
pexr 100 therms or 100 cubic feet of gas for customers of the gas
utility receiving service pursuant to the same rate schedule.

2-A. Cost—of —ga;

2-B. _Cost-of-gas adjustment for nonfirm customers. _ The
rates charged to nonfirm customers include a c¢ost of gas as
determined by the commission, and the total rate charged to
nonfirm customers is subject to the approval of the commission.,

Sec. 4. 35-A MRSA §4703, sub-§3, as enacted by PL 1987, c.
141, pPt. A, §6, is amended to read:

3. Scope of adjustment. €hanges--in--the--eo6k~--0f--gas

purehased-by-the-gas- utility for--use -in-the-Stake-shall The costs
described in subsection 1 constitute the only items subject to
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adjustment, pursuant to rules premulgated adopted by the
commission under this section, provided except that the
commission may credit against the cost of gas any and all profits
received by the gas utility from sales of gas to interruptible
customers to the extent that the revenues exceed the actual costs
of the interruptible sales,

Sec. 5. 35-A MRSA §4703, sub-§4, as enacted by PL 1987, c.
141, Pt. A, §6, is repealed.

Sec. 6. 35-A MRSA §§4706 and 4707 are enacted to read:

4706. ost-of-distri ion j nt
Subject to approval by ‘the commission., a gas utility is
authorized to har 1 fir

distribution system a cost-of-distribution adjustment charge,
pursuant to rules adopted by the commission under this section,
which may dinclude prudently incurred stranded costs that arigg
due to a gas utility offering transportation servicg_gug that ar
not included in its base rates or the cost_gj =gas Justment
charge. Rules adopted pursuant to th section are routine
technical rules as defined in Title 5, ghgg;er 375, subchapter
I1-A.

84707, Commission autbority to promote natural gas utility
efficiency

1. _Rate adjustment mechanisms. _This Title may not be
construed to prohibit the commission from or to restrict the

commission in establishing or authorizing any reasonable rate
adjustment mechanisms to promote efficiency in natural gas
uti 1;Ly operations and least- gggg planning. ggg adgus;ment

mechanisms may include, but are not limited to:

A. _ Decoupling of utility profits from utility sales through
revenue reconciliation;

B, Reconciliation of actual revenues or costs with
projected revenues or costs, either on a total or per
customer basis:

C. Adjustment of revenues based on reconciled, indexed or -
forecasted costs: and

D. PO&;leg negative nancial incentives for efficient
QEQMQLAQQ§~

2. Just and reasonable rates, In determining _the
reasonableness of any rate adjustment mechanism established under

Page 2-LR3329(1)
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this chapter, the commission shall apply the standards of section

1 nsur h he r r lting from the implemen ion of
the mechanisms are just and reasonable.
3. Value of utili ropert Notwi ndin
rate adjustment mechanisms established under this section may be
lish the v of th 1 ri ility' r rty.

4. Ratepayer protectiom. In determining the reasonableness
of any rate adjustment mechanisms, the commigsion shall consider

the transfer of the risks associated with the effect of the
economy an e _w her on the utility's 1 T he exten

" these risks are transferred from the utility to its customers,

the commission shall consider in a rate proceeding the effect of

the transfer of risk in determinin ility's allowed rate of
r rn

5. Aonual report., The commission shall submit to the joint
standing committee of the Legislature having jurisdiction over
utilities matters an annual report detailing any actions taken or
proposed to be taken by the commission under this section,

including actions _or proposed actions on__mechanisms for
protecting ratepayers from the transfer of risks associated with

rate adjustment mechanisms, The report must be submitted by
December 31lst each year.

6. Rate flexibility. Notwithstanding sections 307 and 703,
the commission, in an adjudicatory proceeding, may authorize a
natural gas utility to implement a program under which:

A, The utility may change it schedule of rates with
limited notice to the commission: and

B. _The utility may enter into contracts for the sale of
natural gas, transmigssion and distribution sgervices with

limited or no prior express approval by the commission.

The commission shall render its decision in any adjudicatory

proceeding held for the purposes £ authorigin utility to
implement a program consistent with this subsection within 9
months of the initiation of the proceeding. In the adjudicatory
proceeding, the commission shall establish the terms and

conditions under which a program is authorized under thisg

subsection, As part of a program adopted under this subsection,
the commigsion may waive the reguirements of section 3101. _Any
program authorized under this subsection must be consistent with
section 3191, The authority granted to the commission under this
subsection is in addition to the authority of the commission

granted under other provisions of this Title, and nothing in this
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subsection may be construed to limit the authority of the
commission under any other provision of this Title. '

SUMMARY

This bill repeals the current requirement that cost-of-gas
adjustment rates be uniform to all gas utility customers and
permits the Public Utilities Commission to approve a rate class
specific cost-of-gas adjustment rate that includes the costs of
gas purchases, other costs directly related to the gas purchased
and cost-of~facilities used to produce and store gas.

_The bill also authorizes the creation of a distribution
adjustment clause under which a gas utility may apply to the
commission to recover prudently incurred costs that are not
included in its base rates or cost-of-gas adjustment.
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