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118th MAINE LEGISLATURE 

SECOND REGULAR SESSION .. 1998 

Legislative Document No. 2160 

H.P.1533 House of Representatives, January 23,1998 

An Act to Encourage Customer Choice and Competitive Rates for 
Natural Gas. 

(AFTER DEADLINE) 

Approved for introduction by a majority of the Legislative Council pursuant to Joint Rule 
205. 

Reference to the Committee on Utilities and Energy suggested and ordered printed. 

Presented by Representative KONTOS of Windham. 
Cosponsored by Senator PENDLETON of Cumberland and 
Representative TAYLOR of Cumberland, Senators: CAREY of Kennebec, FERGUSON of 
Oxford. 
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Be it enacted by the People of the State of Maine as follows: 
2 

Sec. 1. 35·A MRSA §4703, subm §l, as enacted by PL 1987, c. 
4 141, Pt. A, §6, is amended to read: 

6 1. Cost of gas and related costs. Subject to the approval 
of the commission, each gas utility shall iAelQQe-~-~~~~-i~s 

8 ease--r~-a ~e its customers a cost-of-gas adjustment rate 
.th~---.in~de..s. reasonable eest; ~ for the gas waiea .that it 

10 supplies to its firm ~ customers who receive uninterrupted 
service on a year-round basis. The cost of gas saall-.,i~€JQde 

12 includes the cost of the gas purchased by the company for use in 
the State and may include costs directly related to the g~ 

14 purchased and may include all or a portion of the cost of 
~~ used to produce and store gas, pursuant to rules 

16 IH'emQ*Eja~ed adopted by the commission under this section. ';I;ae 
ameQA~--~e--ee--iAe*Qded--iA--a--Q~ilit;y~s--ease--~a~es--saall--ee 

18 de~e~miAed-~-~~-t;ime-~-~r~~-~a~e-~j~£~~-~~-see~ieA 

~91--<H.'--,l-3.g~--a-aG-~eJ--ee--ba&ed---Qf'e~--1;a.e.--u-t-i-l-i-t-y-'-s--~easeAae*e 

20 eest;s-e~-EjaS-eU~iAEj-t;ae-t;est;-yea~-usee-~e~-t;ae-~at;e-ae~ust;meAt;T 

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 A, §6, is repealed. 

24 
Sec. 3. 35·A MRSA §4703, sub-§§2-A and 2-B are enacted to read: 

26 
2-A. CQAit=9f-g~fi:~djJA.~t@_e.:QLJ_Q.r firm sale~~ustQm~r_s--,,-

28 .£y,bject to the conditions of this section, a gas utility shall 
~LiQdically adjust its cost-of-gas adjustment clayse charges to 

30 its firm sales cystomers to reflect increases and decreases in 
.kb~ru;.t of SJ.§&._, _f'M-----PurQQ..Ses of this sect.ML~--'-'-1i~~ales 

32 customer" means a customer that receives yninterrupted gas supply 
.and transportation service from the gas utility on a year-roynd 

34 Qg....sis. Sybject to the approval of the commission, the 
cost-of-gas adjystment charge must be billed at a uniform rate. 

36 per 100 therl1)S or 100 cu1L~e.et of gap for cwH:.Q.mers of the gas 
utility receiving_service pursuant to the same rate schedul!'L. 

38 
2-8. C~Qf-gjll;? adjulitment fQr nQnfirm~ustomers. The 

40 r1;!..t.eJ1! charged to nonfirm customers include a c..Q§t of g1;!.S as 
~~LIDined by the commission, and the total rate charge~ 

42 nonfirm cystomers is sybject to the approya1 of the commission. 

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

46 
3. Scope of adjustment. baaAEjeS--iA--t;ae--eest;--e~--Ejas 

48 PQ~eaased-ay-~he-~--u-t-i-l-i-t-y-~~-~-~-1;~-S1;a-1;e-saall The costs 
described in sybsection 1 constitute the only items subject to 
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adjustment, pursuant to rules Fl'em1:i*gatea adopted by the 
2 commission under this section, FHlyiaea except that the 

commission may credit against the cost of gas any and all profits 
4 received by the gas utility from sales of gas to interruptible 

customers to the extent that the revenues exceed the actual costs 
6 of the interruptible sales. 

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

10 
Sec. 6. 35-A MRS A §§4706 and 4707 are enacted to read: 

12 
§4106. Cost-of-distribution adjustment 

14 
£.qQi~c...t to approval b-Y----the commission, a gas utility is 

16 Slllthorized to charge all firm customers served on itJi 
di~i~on system a ~t-of-distributiQn adjustme~t charg~ 

18 lLlJ_~1J_ant to rules adopted by the commission under this section, 
:w.hj~ may incilde prudenth--incurred stranded. costs that arise 

20 due to a g~utility offering transportation service and that are 
n.Q~1).J.;hc;ied in its base rates or tb.!L~-=~~~ustment 

22 charge. Rules adopted pursuant to this section are routine 
t._~nic~_ilLles as defined in Title 5, chapter 375, subchapter 

24 II-A. 

26 .§47Q1. CQlI.'I!Jlis~ion authority to promote natural gas utility 
efficiency 

28 
J._------B~~...djufLtmen~chanis~S_"_ This Title may not .. lLe. 

30 .Q~nst1:Y.~"~bit the commission from or to restrict the 
.QQffilJlis~ in establiJihing or authorizing any reasonable rate 

32 gQ,ilJ.sJ:ment._IDJ;-!cn,gnj._smL-t.9-----l2_romote effiruncy in ~X".a~a.s. 
.1!tiU...t~QPerations and ~-cost planning. Rate adjustment 

34 m~nis~lDgy incllJde L but are not limited tQ; 

36 A_----J)..eCOJJ,PAing.~.t"-Y.tJlity profits from utilitL-Jiales through 
revenue re~nciliatio~ 

38 

40 

42 

44 

46 

48 

!)-,--R..~onciliation of actual ...£.!L~nues 

P_LQ.i..e.Q.ted reveI!~_~r costs, ei.th~n 

customer basis; 

or costs with 
a total ~...E.tl 

.c_. __ AdiuJi.t.lJlent.~l_:Le..Y.enues based on reconciled, indexed or 
forecasted costs: and 

D. Potitive or negative financial incentives for effici..e.n.t 
Q1lerations. 

2. J_\!~~g"_~~_9._:g,.iWle rate Ii.. In determining the 
50 reasonableness of any rate adjustment mechanism established under 

Page 2-LR3329(1) 



this chapter, the commission shall apply the standards of section 
2 301 to ensure that the rates resulting from the implementation of 

the mechanisms are just and reasonable. 
4 

3. Value Qf utility property. Notwithstanding section 301, 
6 ~e adjustment mechanisms established under this section may be 

used to establish the value of the electric utility's property. 
8 

4. Ratepayer protection. In determining the reasonableness 
10 QJ_---.anY----.r-a~iY..li.t...mJ~.nt_~_hani~I!l~~mmi s s iQD~ha.J, 1 cO_OJ! id....ex. 

the transfer of the risks associated with the effect of the 
12 economy and the weather on the utility's sales. To the extent 

these risks are transferred from the utility to its customers, 
14 the commission shall consider in a rate proceeding the effect of 

t_b~--.transfer of risk in determining a utility's allowed rate_~ 
16 return. 

18 5. Annu~port. The commission shall submit to the joint 
_staJl_CU.Jlg~mmJ._t~_QL...tll~e..gi~J..l!tJ.ue having jurisdiction over 

20 ~ti1ities matters an annual report detailing any actions taken or 
~~~ to be taken by the commission under this section, 

22 including actions or proposed actions on mechanisms for 
protecting ratepayers from the transfer of risks associated with 

24 rate adjustment mechanisms. The rgport must be submitted by 
Dgcgmber 31st gach year. 

26 
6. Rate flexibility. Notwithstanding sections 307 and 703, 

28 .the commission, in an adjudicatory proceeding L may authorize a 
natural gas utility to implgmgnt a program under which: 

30 

32 
A. The utility may change its schedule of rates with 
limitgd notice to thg commission: and 

34 Ii~~illJ.J;.Y----'l!.aY_e.-nt.er into contra-.ets for the sale of 
natural gas, transmission and distribution sgryices with 

36 limitgd or no prior .gxprgss approval by thg commission. 

3 8 J:.h~~Q1!lm ili§...:ioJLJl1all--.-Ie nde r.-.iJ& de ci s i.Qn...---i~_p~gi~c.-atoJ'-y 
pxo~.-e.ding JJJitl9_JQJ: the pu.r..poses of authorizing a utility to 

40 implement a prQgram consistent with this subsection within 9 
mQDths of ~ initiation of the proceeding. In thg aQj~_~atory 

42 proceeQing, the commission shall establish the terms and 
~o.nQiJ;,..ions under which a pr.9gram is authori~ru;1 und~hiQ. 

44 subsection. As part of a prOQ£am aQopteQ under this subsection, 
.the commission may waive the requirements of section 31Q1. Any 

46 p.r_Q9..~uthorizeQ under this subsection must be consistent with 
~~tlon 3191. The authority gr~~eQ to th~mission under this 

48 J:2JJbsection is in addition to the authority of-.--the commi~J!ion 
granted unQer other provisions of this Title, anQnothing in this 
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~Rection may be construed to limit the authority of the 
2commis$ion under any other provision of this Title. 

4 

6 SUMMARY 

8 This bill repeals the current requirement that cost-of-gas 
adjustment rates be uniform to all gas utility customers and 

10 permits the Public Utilities Commission to approve a rate class 
specific cost-of-gas adjustment rate that includes the costs of 

12 gas purchases, other costs directly related to the gas purchased 
and cost-of-facilities used to produce and store gas. 

14 
The bill also authorizes the creation of a distribution 

16 adjustment clause under which a gas utility may apply to .the 
commission to recover prudently incurred costs that are not 

18 included in its base rates or cost-of-gas adjustment. 
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