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In the Year One Thousand Nine Hundred and Eighty-Six

An Act establishing an energy conservation economic
DEVELOPMENT PROGRAM.

Be it enacted by the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, asfollows:

1 Chapter 164 of the General Laws is hereby amended by inserting
2 after section 94 H the following new section: -

94 13

4 Section 1. (a) In this section, unless the context otherwise
5 requires, the following words shall have the following meanings:
6 “Consumer”, a person who receives electric or natural gas
7 services from a utility.
8 “Capital loan conservation program” or “program”, a non-
-9 lapsing, revolving loan program under this section approved by
10 the department after notice, hearing and order to provide utility
11 financed, no-interest or low-interest loans to consumers for the
12 purpose of making capital investments on the consumer’s premises
13 that improve his efficiency of energy utilization, including but not
14 limited to efficiency improvements in the utilization of forms of
15 energy not provided by the utility, or that provide for the purchase
16 and installation of renewable energy systems.
17 “Conservation,” measures that improve the efficiency of energy
18 utilization on a consumer’s premises.
19 “Renewable energy” or ‘’renewable energy system”, energy
20 provided by or systems that provide usable forms of thermal or
21 electric energy from the sun, wind or biomass, but does not include



HOUSE - No. 5251 [January2

22 burning wood in residential dwellings nor any cogeneration
23 facility with an output greater than 1,000 kilowatts-electric.
24 “Segregated reserve”, a non-lapsing, revolving reserve fund
25 under paragraph (e) established on the books of a utility in order
26 to segregate monies set aside for the exclusive purpose of financing
27 loans and the costs of administering loans under the capital loan
28 conservation program.
29 “Utility”, any electric or gas company, as defined in section one
30 of chapter one hundred and sixty four of the General Laws, except
31 a municipality or other governmental subdivision, which is
32 involved in the production, distribution or sale of electricity or
33 natural gas, and which, if electricity, sells more than 2.5% of total
34 electric sales in the state by all public utilities and, if natural gas,
35 sells more than 2.5% of total natural gas sales in the state by all
36 public utilities.
37 Section 2. (b) The department shall condition all orders under
38 section ninety four of chapter one hundred sixty four, authorizing
39 a utility to give effect to rate tariffs, upon the utility complying
40 with this section. Any utility acting upon any part of the order
41 shall be deemed to have accepted and waived all objections to the
42 condition contained in the order, and shall also be deemed to have
43 agreed to temporarily withhold the filing of any request for a
44 taxpayer ruling with the U. S. department of the treasury
45 concerning the provisions of this section until after the attorney
46 general has had 90 days to commence an application with the U.
47 S. department of the treasury.
48 (c) If a utility objects to acting upon any part of the order which
49 contains such a condition, it may not then rely uponany preceding
50 order without also being deemed to have accepted and waived all
51 objections to the same conditions as if they were contained in the

2 preceding order
Section 3. (d) 1 n each proceeding to change rates under section

ninety four of chapter one hundred sixty four or in any other
55 proceeding instituted for the purpose of complying with this
56 section, each utility shall propose to the department a capital loan
57 conservation program that it will administer during the year in
58 which rates are calculated and continue until otherwise modified
59 by the department. The proposed program shall provide for the
60 following:
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1. Segregation of the appropriate amounts into a reserve as
provided under paragraph (e) for the purpose of financing loans
and paying for administrative costs under the program;

2. Administration of the processing and distribution of loans
under the program and the billing of consumers for loan
repayments included as part of the bill for utility service;

3. Enumeration of the types of conservation and renewable
energy systems for each class of consumer that will be eligible for
loans under the program;

61
62
63
64
65
66
67
68
69

4. Prioritization of eligible conservation measures and
renewable energy systems based upon the cost effectiveness of the
measure or system;

70
71
72

5. Development of the capability to actively encourage
participation by consumers in the program, to conduct intensive
energy audits of the consumer’s premises on request of the
consumer and to ensure that low income and disadvantaged
residential consumers receive a fair share of loans made to all
residential consumers;

73
74
75
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77
78

6. Arranging on behalf of the consumer for the selection and
superintending of a contractor, supplier or installer to provide the
material or equipment purchased and work performed under this
program if the consumer does not desire to make the arrangements
by himself;

79
80
81
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83

7. Post-installation audits of conservation or renewable energy
systems installed with loans under the program;

84
85

8. Establishment of a mechanism to evaluate the effectiveness
of the program in the prior year;

86
87

9. Compliance with other requirements for operating a capital
loan conservation program under paragraphs (i) through (s), in-
clusive, of this section;

88
89
90

10. Any other relevant factor required by rule.91
The department shall approve the proposed program if it

complies with this section and any applicable rules and is
otherwise in the public interest. If it does not comply with this
section and any rules and is not otherwise in the public interest,
the department shall either approve the program with
modifications necessary to ensure compliance and be in the public
interest, or it shall disapprove the proposed program and require
the submission of an amended program.

92
93

*94
95
96
97
98
99
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Section 4. (e) (1) In each year for which rates are calculated and
continuing until otherwise modified, a utility shall encumber
capital into a low-interest segregated reserve from past earnings
on the reserve and from its internal sources of funds, except for
its depreciation expense and retained earnings, in order to finance
the capital loan conservation program. The amounts encumbered
each year in the segregated reserve shall be added to any amounts
remaining from prior years, and, for each year, be equal to the
sum of;

100
101
102
103
104
105
106

10

Ms
109

I 10
I I I

(i) The timing difference between the amounts recorded in the
income statement for book purposes and the amounts recorded
in the income statement for federal tax purposes in the year in
which rates are calculated.

(ii) The consumer repayments of principal and any interest pro-
jected in the year in which rates are calculated from outstanding
loans attributable to this reserve made under the program.

13
I 14
115

(iii) The interest earnings on the reserve balance projected in
the year in which rates are calculated.

I 16
I 17

(2) In each year for which rates are calculated and continuing
until otherwise modified, a utility shall encumber capital into a
market-segregated reserve from past earnings on the reserve and
from its internal sources of funds, except for its depreciation
expense and retained earnings, in order to finance the capital loan
conservation program. The amounts encumbered each year in the
segregated reserve shall be added to any amounts remaining from
prior years, and, for each year, be equal to the sum of:

I 18
I 19
120
121
122
m
124

(i) The net investment tax credit and the return authorized to
be earned on the accumulated deferred balance of investment tax
credits in the year in which rates are calculated.

26
11

2S

(ii) The consumer repayments of principal projected in the year
in which rates are calculated from outstanding loans attributable
to this reserve made under the program.

M)

31
(iii) The interest earnings on the reserve balance projected in

the year which rates are calculated.
33

No amounts encumbered in the low-interest segregated reserve
under paragraph (e) (I) and no interest earned on but not
encumbered in the market-interest segregated reserve under para-
graph (e) (2) may be included in the rate base.

34

36

(f) The amounts encumbered for the capital loan conservation
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119 program under this section shall be in addition to the amounts
140 required to be spent for conservation under sections six, eleven,
141 and eleven Aof chapter twenty-five A, and sections two through
142 nine inclusive of the appendix of chapter one hundred and sixty-
-143 four and also in addition to the amounts spent or otherwise
144 encumbered for conservation under any other program.
145 (g) The proportion of a utility’s net income available for
146 common stockholder equity that is paid out in dividends may not
147 be altered, and the amount of capital derived from external
148 sources may not be increased, from that which it would otherwise
149 be in order to meet the requirements of this section.
150 (h) The cumulative amounts encumbered in the segregated
151 reserve under this section may not be debited for any other
152 purpose than specifically set forth in paragraphs (i) through (s)
153 inclusive,
154 except for the limited purpose of making temporary federally
155 guaranteed, interest earning investments on reserve balances.
156 Section 5. (i) The cost of loans made under the energy
157 conservation capital loan program, the cost of any subsidized
158 interest charges and the cost of administering the program,
159 including but not limited to the cost of actively encouraging
160 consumer participation in the program, shall be financed by
161 debiting the segregated reserve under paragraph (e) except that
162 the market-interest segregated reserve under paragraph (e) (2)
163 shall not be debited in amount greater than that which enables
164 the reserve to earn a return at the same rate of return authorized
165 on the utility’s net investment rate base.
166 (J) The consumer repayments of principal from outstanding
167 loans shall be credited to the respective low-interest and market-
-168 interest segregated reserves under paragraph (e) that is attributable
169 to each and the consumer repayments of interest from outstanding
170 loans attributable to the low-interest segregated reserve under
171 paragraph (e) (I) shall be credited to it.
'72 (k) The proportion of loans to each class of consumers in any
'73 calendar year shall be made substantially the same as the
'74 proportion of that classes’ utility payments to total utility
'75 revenues, and within each class, the total amount of loans in any
'76 calendar year to those consumers with energy usage less than the

median level of usage shall be substantially the same as the total
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amount of loans made to those consumers with energy usage more
than the medial level.

178
179

(1)(1) The rate of interest charged for loans under the capital
loan conservation program shall be less than the market rate of
interest as established by the department at least annually by
blending funds from the low-interest segregated reserve under
paragraph (e) (1) with funds from the market-interest segregated
reserve under paragraph (e) (2). The department shall consider
the following factors in establishing the rate of interest charge
under the program:

180
181
182
183
184
185
186
187

(i) The amounts estimated to be available in the low-interest
segregated reserve under paragraph (e) (1).

188
189

(ii) The extent to which lower rates of interest than the market
rate of interest for loans under this program are necessary or
desirable to encourage participation by consumers in the program
sufficient to expend all of the monies available for the program
in each year which is in excess of that needed as a prudent balance.

190
191
192
193
194

(iii) The public interest in encouraging improvements in the
efficiency of energy utilization and installation of renewable
energy systems by consumers.

195
196
197

(2) If the uncommitted amounts remaining in the segregated
reserve under paragraph (e) from the prior year exceeds that which
is needed as a prudent balance, the reduction in the rate of interest
from the market rate of interest shall be increased until charges
are eliminated, subject to limitations on funds available in the
segregated reserve under paragraph (e) (1) for this purpose.

198
199
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201
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203

3. The proportionate reduction in the rate of interest charged
under this program from the market rate of interest shall be the
same for each consumer.

204
205
206

(m) If the demand for loans from the prior year exceeded the
amounts available for loans in the segregated reserve under
paragraph (e), the proportion of the loan which finances the
capital investment may be reduced until such time as demand and
availability come into balance.

207
208
209
210
211

(n) No loans may be made under the capital loan program for
the direct or indirect purposes of shifting the type of energy used
by a consumer for a specific purpose and no loan conditions may
be imposed which directly or indirectly discriminates between
different types of energy, except that loans may be made for

212
213
214
215
216



HOUSE - No. 52511986] 7

217 shifting to renewable forms of energy and conditions may be
218 imposed that encourage installation of renewable energy systems.
2)9 (o) No utility shall provide the material, equipment or work
220 to consumers for improvements in the efficiency of energy
221 utilization or for installation ofrenewable energy systems financed
222 with loans made under the program. Material, equipment or work
223 that is not arranged directly by the consumer with his choice of
224 contractors, installers or suppliers shall be arranged by the utility
225 with other persons who are not a utility and who are not affiliated
226 in any way with any public utility within or without the state.
227 (p) In making arrangements on behalf of a consumer with a
228 contractor, supplier or installer for improvements in energy
229 utilization or for installation of renewable energy systems under
230 this program, the utility shall give preference to businesses which
231 are more than 50% owned by women or minorities, to businesses
232 that have current gross annual sales of s2'/$ million or less or
233 that employ 25 or fewer persons and to new businesses that have
234 less than 50% of their ownership held or controlled by another
235 business and have their principal business operations in this state.
236 In this section, “business” or “businesses” include all of a business’
237 affiliates, subsidiaries and parent companies.
238 (q) (1) All contracts entered into by the consumer or arranged
239 by the utility and paid for by loans under the capital loan
240 conservation program for more than $5,000 shall comply with
241 wage rates on state work set forth in section twenty-six of chapter
242 one hundred and forty-nine.
243 2. The utility making a loan under the program involving the
244 letting of a contract by a consumer shall verify with written
245 documentation that the provisions of paragraph (q) (1) have been
246 complied with, and, if the loan is made by a savings and loan
247 associaton or bank, the association or bank shall conduct that
248 verification and provide written documentation to the utility.
249 3. The written documentation of compliance under paragraph
250 (q) (2) shall be discoverable and an issue in any proceeding under
251 section ninety four of chapter one hundred and sixty four if raised
252 by a party to the proceeding or in any hearing noticed for such
253 a purpose under section ninety three of chapter one hundred sixty
254 four. The department shall issue any orders necessary and
255 convenient to ensure compliance with this subsection.
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(r) 1. Any savings and loan association or bank may request
a utility with a capital loan program to qualify it to administer
loans under the program in accordance with the same terms and
conditions as the utility provides loans to consumers.

256
257
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2. The utility shall qualify a savings and loan association or
bank to administer and distribute loans under the capital loan
program if the savings and loan association or bank agrees:

260
261
262

(i) to abide by appropriate lending practices, including but not
limited to the wage rates provision of paragraph (q) (1);

263
264

(ii) To limit administrative fees to reasonable costs: and265
(iii) To pay the utility’s reasonable costs in making the

necessary arrangements.
266
267

3. The utility shall transfer on a timely basis to a qualified
savings and loan association or bank the necessary funds to make
loans under this program upon receipt of a loan application from
a consumer that has been approved by the association or bank,
subject to paragraph (s).

268
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(s) 1. If the claim on loan funds at a given point in time exceeds
the uncommitted amount as well as a prudent balance in the
segregated reserve under paragraph (e), the applications for loans
shall be processed as follows:

273
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(i) The first distribution of limited funds shall be made to
conform to the distribution of loans between classes of consumers
under paragraph (k).

211
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(ii) The second distribution of limited funds within classes of
consumers shall be made to conform to the prioritization of
projects under paragraph (d) (4).
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(iii) The third distribution of limited funds within classes of
consumers of an equal priority shallbe made on a first-come, first-
served basis without regard to whether the loan is being processed
by the utility or an association or bank.
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2. The department shall adjudicate any disputes under this
paragraph between a utility and a savings and loan association
or bank or between consumers.

287
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