Comments on the Report of the Working Group





The Northeast Center for Social Issue Studies offers these comments for public discussion in response to the Working Group's recommendations on how to reform Vermont's electric utility industry. 





 The central recommendation of the Working Group ("WG") is a merger of the State's investor-owned utilities ("IOUs").  The report further suggests that the State's cooperative and municipally owned utilities should also consider complete merger of their poles and wires functions, and further, that these consumer-owned utilities might benefit by opting into the merger of the IOUs.  This proposal ignores history and leaves out proven alternatives which could better serve Vermont. 





 Through a political process which took place in the 1930's, private utilities have now achieved near total domination of New England.  One consequence is that, today, no other region of the United States has higher electric rates.  Looking to the future, projections are that Vermont is headed toward the dubious distinction of paying the highest rates in the US.  After decades of being able to work their way with New England and Vermont in particular, what 'benefits' have the IOUs delivered to ratepayers?  The very real possibility of painfully high electric rates and further loss of local control.  The history of IOUs in Vermont leaves no assurance that the public will benefit from approving the merger recommended by the WG. 





 Many years ago Vermont went through a process in which its small, local utilities were merged into larger, private conglomerates (IOUs).  In this process the value of utility assets were manipulated upward and control gravitated into fewer hands less accountable to local interests.  The net result was higher rates and a loss of local control.  The WG's recommendation could create an attractive takeover target, repeating a process which has already cost Vermont ratepayers millions of dollars over decades past.   





 Those who cannot remember the past are condemned to repeat it 





 One concern about Act 60 is its effect on local control.  The ultimate constituency of IOUs is their investors, not ratepayers.  Were the State to be served by a single private utility, decisions about our electric system might ultimately be in the hands of an absentee owner, hundreds or even thousands of miles away.  The New England Electric System, for example, was recently purchased by a firm headquartered in the United Kingdom.  Even if its existing utilities were aggregated into one single utility, Vermont's electric system could eventually become nothing more than a minor profit center for a mega transnational cooperation, possibly in a foreign country.  Contrast that prospect with how Vermont deals with its weather.  Keeping local streets and highways passable during Vermont's difficult winters is essential to the function of our State.  Our success in meeting this vital responsibility is due in part to the fact that it is under local control.  Rarely, if ever, does anyone seriously advocate that the maintenance of our local streets be privatized and offered to a distant conglomerate over which Vermont communities would have almost no control.  Local communities have demonstrated that they can responsibly manage services that are vital to their needs. 





 A more desirable model for the future of Vermont utilities is provided by the lower Colorado River watershed in southeast Texas.  This region is home to a network of locally controlled coops and municipal utilities serving a rural population of 800,000 people.  These local utilities work to sustain the environmental and economic health of their host communities.  For these locally controlled utilities, success is measured by the prosperity enjoyed by the people they serve, not by the profits they generate for absentee owners.  This approach to the reform of Vermont's utilities offers more benefits to the businesses and citizens of the State and should be considered as an alternative to the recommendations of the WG. 





 Another strategy for reforming Vermont's electric industry left out of the WG report was the potential for reversing the State's role as the region's largest exporter of power.  Hydro generation on the Connecticut and Deerfield Rivers amounts to the region's largest source of green power and it generates the equivalent of 20% of Vermont's annual electric demand.  At the same time, Vermont is meeting 30% of its electric load with above market power imported from Hydro Quebec.  The State is about to have its major source of natural capital, the flowing waters of these rivers, become a profit center for a transnational in California.  Again, there is an attractive, proven alternative.  The Lower Colorado River Authority has been managing that river for the past sixty years and is considered one of the ten best run utilities in the US.  Sustainable Electricity for New England, a report to the New England Governors' Conference, contains a recommendation Vermont should consider.  As part of deregulation, this report suggested the creation of conservation utilities, locally controlled entities dedicated to promoting energy efficiency and the responsible development of indigenous energy sources.  Vermont should consider restoring local control over the Connecticut.  Although designated an American Heritage River at the national level, control over the upper reach of the Connecticut and the benefits it produces are being transferred to its new owner.  





 IN SUMMARY 





 1. The people of Vermont deserve to be offered a choice of utility structures, not just the recommendations of the WG.  The system of consumer owned utilities offers an attractive and feasible alternative. 


2. State government should exercise its fiduciary responsibility to protect the public interest in the waters of the Connecticut and Deerfield Rivers.  As part of the public trust, the State needs to assert the rights of the people and communities in the Connecticut watershed to protect, control and enjoy the benefits of the River.   
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