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Decision by Robart F. Keller, Deputy Comptroller General.

Issue Area: Federal Procurement of Goods and Syr-vices:
Reasonatleness of‘Prices Under Megotiated Contracts and
Subcontracts (1903%).

Contact: General Gove;:nment Div.

Budget Function: Geneval Government: Other General Government
1806) .

Orgasizaticn Ccncerned: General Services Administration: Maine:
Fublic UOtility Coamission; Maine,

Authority: Clder Citizens Lifeline 2lectrical Services Law.
Fublic laws of Maine, 1975, 35 M.R.S.A., sec., 2, ch., 5885.
Public laws of Maine, 35 M.R.S.A., sec. 81-85. Public Laws
Of Hulﬁe, 35 HQROSORC' S€C, 53. B"178356 (1973)- 5“52531
(1945). B-105375 (1851). B-144078 (1960). B-148667 (1962}.
B-144504 (1967). B-171756 (1971). B-186494 (1976). 27 Comp.
Gen. 580. 32 Comp. Geun. »77.

Operating Accountant Robert A. Sylvester, General
Services Adsirnistration (GSA), Region 1, requested a decision on
whether GSA may pay a "lifeline" surcharge on electric uiility
billirgs in the State of Maine. GSA claimed that the suicharge
represevts a subhsidy for providiug electrical services to the
elderly rather than services to the sovernment. The "lifeline"
surcharge does not constitute discrimination-against rederal
agency users alone aad, therefore, biliings including the
surcharge may be paid. The Government is liable for late payment
charges appreved by the State Public Utilities Commission which
become part of the utility rates payable under contract. [SEW)
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MATTER OF: Payment of Older Citixen Lifeline Utility Surcharge

DIGEST:  £18SA is authorized to pay surcharge representing
lost cevenucs to atility <, orzpanies {Jrovidtng baaic
utility service at reduced rate to elderly pe=rons
whoze ineome 13 below a certain level jince Auxr~
chaoge results from duly authorized Stite proagraia
and doeg not unrcesonally discriminate »jainst
Federal agency users,

Government ix iiable for late payment zharges
appproved L * State Public Utliditien Coiamission
which become nast of the utility rates payable
under contract.

This 18 in Yesponse to a requzst for e decision frem Jiobert A,
Sylvester, Operating Accountant, Tegion 1, General Servicew Admin-
istration (GSA), ssking whether GSA ma: pay a "lifoline" purcharge on
electric utility biilings to GSA in the State of Mrine, GSA has refuzed
payment cn the grounds that the Government can oaly pay {or services
rendered and the 'lifeline' surch rge does not represent any services
t; the Tovernamant hut, instead, ropresents a subsidy inr nroviding
elecirical services {o the elderly,

. 'I'he Older Citizcng .ifeline Eleciilenl Services Law, 35 M,R,S. A,
§6 81-85 (Cunmuletive Pccket Supplemont), ag added by chapter 5§85,
section 1 of the Publc L: wa of Muine, 1876, required the Maine Public
Utility Commissi»n (Commiasion) to establish rules and procedures,
end to put into operation a demonstretion "lifelinc" electrical gervice
program that includes the following:

"1, Selection of gize of municipalily, Belection
of a mediume-~sizred municipality, 2,500 to 10,000
population, and a large municipality, population over
10, 000, in each of the service areas of the Central
Maine Power Company, the Bongor Hydro-Electric
Compeny and, the Mainhe Fubliy Scervice Company, 6
municipalitivs in all, Thene 8 municipslities shall
be the municipalitiss in which the demonstration pro-
gram is conducted,




B-~169148

"2, Estabiiph a Iifeline rate for arrlod of
12 months, Establis: the lifelinc electrical sevvice

l rate for a iod of 12 months. The first rate ytep

l of the lifeline rate shall bo not more thon 3¢ per
kilowstt hour for each o the first 500 kilowatt 2vurs

of electrieity utilized in sny monthly billing period,

A residential custemer who is an older citixen
; shall pay not aore than the lifeline rate for
! electricity utilized ja any month at his pirincipal
dwelling. The rate provided by this, sectioa
shall not b gsupplemented by any mindmum .
chavges, sercice cliarge, ¢o! 1ootiou cherge or
other periodic charge to sn older citizsen who
i8 u residential custimer in a principel dwelling.
Where any existing i’atn for a periicular usage
‘ level is 1ower thaa the lifeline rate established
: by the comnlssion, the lower rate shall provail,
' No claim for lifeline rauls otherwise allvwisble
shall be grai:ted to clainmsnts of single mepber
hougshclds withi household income in exceso of
$4, 500 £ the previoue calendar year; and no
claim otherwise nnowable shall ke granted to
cleimants of houeeholda of 2 or niore mumbers
with income {n t:cesxs of $5. 000 for the previous
calendar ycar,

ALl strte agencies v¥e authoviized to pro-
vide wiatever support sexrvices, informetional
suppori., evaluative services and other such
- assictance us may be requested by the Public
! Utilities Comnmiasion in carryiig out the objec~
| tives v/ the demonstration lifeline electrical
i service program.’ 35 M,R.E, A, § 85.

; Additionally, transitional provisions set forth ny section 2 of chay

' ter 585 of tha Public Laws of Maine, 1975, 35 M.K.5.A. § 81 note,
required the Central Maine Power Corapany, the Baorgor Hydro-Electric
Company, and the Maine Publie Service Company to file with the Com-
mission revised tariffs in confor:nance with chapter 5835 and in sccord
with the Commission's direction, and requirsd that in the event that
implementation caused a loss of revenue to a utility, the additional
revenue be obtained {rom all other classes of energy users in a junt

and reasonable manner,

The "lifrline' serjice rates were approved: for use by the three
utilities in two localitics sach, The three approved lifeline tzviffs au-
thorized each utility company to recover ray revenues lost ss a result
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of application of the "t line"™ servine rete from all sther riers in the
ties involved, Coreegueitly, the Bangor Hydro-Eleectric
and Central Moine Yower Company bilied the Government,
in to the chargen otherwise suthorized and payable, a "life-
Une" saxrviee surcharge totaling $396, T1.

Cenerally where rates for providing wtility servizes are establishex!
by the legislature or a public svrvice commivnion which has been dele-
m.d this power (as in the cenve {0 Majn}, 36 M. R.8.A, § §1), such

ratee are m unless \wjust, wareasansble or diseriminatory,
should lje paid by F y uoers, Sea B-178306, October 31,
27138 27 C'omp. on, 539 (lu 8). This Office hag arond the payment
otwhhuuuuumrmm:mm stributors surcharge
add sd 0 each bill ad based upm a sivaight 10 parcent of the amount
oth.erwise charged, 3-58531, 0rtnhlr 23. 1645; (2) a chiwwge for a disas-

wmmamun. wm utﬂfﬂﬂtmb.toﬂurwiu
' o 1 (‘8;

aoe oo againat the wtility, c:-:. Goa. ST7 (1655 m"ﬁm«nulm“
ABN D ‘ ok, -
Octnbu' 10, 1“0: (4) tlu rtwn 98 recof . trx >ssessed "
...I.I? lnﬁu'uy. 81 7, Mcy 18, 6.3 and Bel445
7; -l (8) the resovery of other tuxes asavesed sgairst a

The Mifalin" surcharge ssthorized by section 2 of chapler. 585 of
the Public Laws of Maine, 1875, was set forth in service r=ie schedules
subsnitted (o the Commission and fomnd by it ta he reasoneble, Con-
soquently, we are of the opinion that suech surcharye can b viewsd as
coustituting paxt of the authorized rate for slectricity for the ynr in-
volved, Compere D-171756, February 22, 1871, Tharzfore, unless
m.mum or discriminatory, payment of the surcharge is

Wkile o5 a general rule, a pablic utility camnct discriminate un.hutl;'
in ite rates to consvmers situated or of the same clany {or the
sarue service or kind of service, $4 Am. Jur. 2d, Public Utilities § 110,
p. $37-838, it io als¢ irue that there 1re occasions when rate-msking
cuthorities may decide that a culiwiantial inequality in econemic circum-
staices justifies a reascnable commensurste inequality of rates, Dis-
eriminsticnt by a public ctility as t» rates iz not unlawful when it is based
upon a classification correspoadiv; to actual differences {n the finarcial
sitoation of the : or apua différonces in the kind or amount of
rervice furnis orathu-m-mahhuul. Id. §117, p. 643. We
believe that the "lifeline" p: opram reprssenis s proper exarcise of the
State's legislative au‘horlty to achieve a social purpose; 1. o., relef
from th: effects of inflation for eld rly cilizens subsisting on fixed
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bill at the rate of } percent per month. Ws avs beon infermally sdvised
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approved by the Conumigsion.
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!?!:hon%:tn o:a%m Chargra - ‘B'-.Mi dated
July we Wﬁ_ a payment
m.uoum wd Power (VEPCO)
sgninst the Connt \um.-m rats

scheules which =>4 bear fiied and sz reved by the Narth Cavelina
Utilitles Commission, covld be when the evirest botweosn ks
Coverameiit asdd VEICO ‘

No that the zate paymont retes were neither T nal oo arbitrary
but merely recouped the couts that
cgelays, we found such ]
sbhie wnder the ooniruct. Bince the
g:ﬂm.l:ﬂ'tfﬂ'w

propristy of payment ORI
cage the samw retionsle wocld apply;
charge; ba Mﬂymrwu
become pert of the o)ty scuw
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ment payment charges sarly, -
ﬂﬂmmnumqnuﬂmutﬂuthw'ﬂhuﬂ:’
for late paynient charges.






