
»

Be it enactedby the Senate andHouse of Representatives in General
Court assembled, and by the authority of thesame, as follows:

1 Section 1. Section 94G of Chapter 164 of the GeneralLaws
2 as set forth by Chapter 625 of the Acts of 1974 is hereby
3 amended by striking said section 94G and inserting in place
4 thereof, the following new section:
5 Section 94H. Electric companies shall annually, on or before
6 such dates as the Department fixes, file with the Department
7 a fuel adjustment charge in rates filed by such companies to
8 reflect adjustments in the cost of fuel and power purchased
9 by such companies. Said fuel adjustment charges shall become

10 effective 30 days from the date of filing, unless otherwise or-
-11 dered by the Department. Upon receipt of such filing the De-
-12 partment shall notify the attorney general of the same forth-
-13 with, and may suspend the taking effect thereof for a period
14 not longer than 3 months and shall hold a public hearing and
15 make an investigation as to the propriety of said adjustment
16 after first causing notice of the time, place and subject-matter

r 17 of such hearing to be published at least 14 days before such
18 hearing in such local newspapers as the Department shall
19 select.
20 The Department, from time to time, either upon complaint
21 of an electric company or the attorney general, or upon its
22 own motion may review or investigate the propriety of any
23 fuel charge adjustment and may, pending such review or in-
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24 vestigation and decision thereon, by order served upon the
25 company affected thereby, suspend the taking effect thereof,
26 from time to time, but not for a period longer than 3 months.
27 Such review or investigation shall be conducted pursuant to
28 sections 4, 5 and 5A of Chapter 25. In any such review or in-
-29 vestigation conducted by the Department in regard to the fuel
30 cost, no change or reconciliation shall be allowed between the
31 dates fixed by the Department for the annual filing unless the
32 electric company demonstrates by clear and convincing evi-
-33 dence, and submits to the department in a certified written
34 statement, under the penalties of perjury, that cost of fuel is
35 based upon actual costs prudently incurred, that said company
36 has used all reasonable means to obtain the lowest cost possi-
-37 ble for such fuel or purchased power and that the need for such
38 fuel or purchased power is consistent with the lowest cost gen-
-39 eration mix and the most efficient conversion of fuel to elec-
-40 tricity which complies with acceptable management practices.
41 The Department shall require the electric companies to file
42 monthly reports of fuel cost, purchased power cost with the
43 accompanying service classification for each type of power re-
-44 ceived or dispatched, kilowatt-hour usages and income derived
45 from said fuel adjustment charge. The Department shall ex-
-46 amine such reports and such other material as it deems neces-
-47 sary, from time to time, and shall order rebates to customers
48 if the total fuel costs and purchased power cost billed to the
49 customer exceeds the amount required by the electric compa-
-50 nies to pay for the fuel cost and purchased power cost. In any
51 such review or investigation conducted by the Department in
52 regard to the thermal efficiency target, no change shall be
53 allowed, between the dates fixed by the Department for the
54 annual filing, unless the electric company demonstrates by
55 clear and convincing evidence that all reasonable efforts were
56 made to meet such target. Each electric company shall be
57 allowed a maximum of three hearings on any such change in
58 fuel cost or thermal efficiency target in any one 12 month
59 period.

60 The Department may by rule set forth additional factors,
61 not inconsistent with this section, which it may make part of
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62 the record and take into consideration in any review or inves-
-63 tigation of the fuel adjustment charge.
64 Any order by the Department directing a change in any
65 said adjustment shall have the same effect as if a fuel adjust-
-66 ment charge with such changes were filed by the company,
67 and shall become effective from such time as the Department
68 shall order.
69 The Department shall annualy proscribe pursuant to this
70 section, the thermal efficiency target for each electric com-
-71 pany. For purposes of determining said target, the Depart-
-72 ment may order an electric company to perform such tests or
73 audits, or series of tests or audits which the Department deems
74 necessary, and may by regulation proscribe that the results of
75 such tests or audits be filed concurrently with the annual fuel
76 adjustment charge. Any such audit or test shall be supervised
77 by the Department and such independent auditing or engi-
-78 neering firm designated by the Department. The electric
79 company upon whom such audit or test is conducted shall bear
80 the cost of such audits or tests including but not limited to the
81 cost of such auditing or engineering firm so designated by the
82 Department. The department, in its discretion, may require
83 said company to file as part of any review or investigation
84 pursuant to this section, such information and reports as it
85 deems necessary, including but not limited to any contracts,
86 invoices and agreements with fuel suppliers, or any reports of
87 tests, studies or audits conducted or compiled for filing with or
88 for review by any dispatching organization, research associa-
-89 tion or federal agency to which said company is affiliated, as-
-90 sodated, or is required to report to, as the case may be. The
91 department may review or investigate any agreements, prac-
-92 tices, and procedures which exist between the electric com-
-93 pany and any of its suppliers of fuel or purchased power to de-
-94 termine whether such agreement, practices and procedures
95 are in the best interest of the retail customers of such com-
-96 pany.
97 The Department, by order, after the above mentioned no-
-98 tice and public hearing shall calculate the fuel adjustment
99 charge as follows:

100 Fuel Adjustment Charge shall equal the cost of fuel divided
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by the total number of includable kilowatt-hours for the pe-
riod, except that the allowable fuel charge per kilowatt-hour
shall be reduced by multiplying the ratio of the weighted aver-
age thermal efficiency for the period to the thermal efficiency
target whenever that ratio is less than one.

101
102
103
104
105

For the purposes of this section, the following terms shall be
construed to have thefollowing meanings:

106
107

Fuel Cost shall mean the sum of the products of the weight-
ed average unit cost of each type of fuel consumed for produc-
tion of electricity to the electric company’s retail customers,
multiplied by the number of units of such type of fuel con-
sumed during the period at plants owned by the electric com-
pany and its share of the cost of such type of fuel consumed
in jointly owned or leased plants, based upon a weighted aver-
age of the average cost of such type of fuel on hand at the be-
ginning of the period and such type of fuel delivered during
the period. In no case shall any company include costs that
are attributed to fuel that is lost or for any reason not con-
sumed, or make an adjustment to the estimated quantity of
fuel on hand which leads to a direct cost of fuel higher than it
wouldhave been without the adjustment.

108
109
110
11l
112
113
114
115
116
117
118
119
120
121
122 Purchased Power Cost shall mean the net amount of power

purchased for that period for consumption by the electric
company’s retail customers, provided, however, that in no
event shall it include any amount of power whose cost exceeds
the cost of electrical power available to the electric company,
either from another seller or its own generating plants, at the
time of purchase. Nothing in this definition shall be construed
to discourage the purchase of power from small power pro-
ducers or co-generators;

123
124
125
126
127
128
129
130

Includable Kilowatt-Hcmrs shall mean the number of kilo-
watt-hours generated plus the number of kilowatt-hours pur-
chased less the number of kilowatt-hours sold wholesale;

131
132
133

KilovMtt-hours Generated shall mean the number of kilo-
watt-hours billed to retail customers by the electric company
at its generating plant, including its share of any kilowatt-
hours generated and billed to its retail customers from jointly
owned or leased plants;

134
135
136
137
138

Kilowatt-hours Purchased shall mean all kilowatt-hours139
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140 purchased and billed to retail customers where such purchase
141 is not detrimental to the economic interest of such customers.
142 This shall not include kilowatt-hours received for exchange in
143 like kind for which there is no payment, financial settlement
144 or financial credit;
145 Weighted Average Thermal Efficiency shall mean the fuel
146 consumed, in million B. T. U.’s, for the period by the electric
147 company and its generating subsidiaries by all of their own
148 and by their jointly owned or leased generating plants divided
149 by the amount of kilowatt-hours generated in the same pexiod
150 by the same plants;
151 Weighted Average Unit Cost shall mean the cost, including
152 freight, of fuel of a particular type on hand at the beginning
153 of the period plus the cost, including freight, of the same type
154 fuel received during the period divided by the amount of the
155 same fuel that was on hand at the beginning of the period and
156 that which was received during the month;
157 Thermal Efficiency Target shall mean the fuel consumed
158 measured in million B. T. U.’s from generating stations of an
159 electric company and its generating subsidiaries operating at
160 their plant heat rate and their optimum plant generation mix,
161 divided by the amount of includable kilowatt-hours at said
162 plant heat rate and said generation mix by the same plants.
163 The department shall establish such plant heat rate and opti-
-164 mum plant generation mix for each electric company.
165 Plant Heat Rate shall be that unit or station heat rate, as
166 determined by the department, which is shown to be attain-
-167 able and cost efficient, after review of the unit or station de-
-168 sign heat rate and such rate as is produced as a result of a
169 demonstration of the normal and maximum capabilities of
170 each such unit and plant. Such demonstration shall be per-
-171 formed for 8 continuous hours and only after such unit or
172 station has been subject to an overhaul and been placed on
173 line in continuous operation, in the case of base and inter-
-174 mediate load units for not less than 60 hours, in the case of
175 peak load units over 100 megawatt rated capacity not less
176 than 20 hours and in the case of peak load units under 100
177 megawatt rate capacity not less than2 hours.
178 Optimum Plant, Generation Mix shall be that level of unit
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179 availability which provides electric power to the electric com-
-180 pany’s retail customers at the lowest total cost, subject to ac-
-181 ceptable plant maintenance practices.
182 The Department may promulgate such rules and regulations
183 as it deems necessary in order to carry out the intent of this
184 section.

1 Section 2. Chapter 25 of the General Laws is hereby
2 amended by inserting after section 12H the following new

4 Section 12H\M. There shall be in the department, and under
5 the general supervision and control of the commission, a fuel
6 adjustment division which shall be under the charge of a di-
-7 rector. The commission shall appoint and employ no less than
8 two attorneys, two engineers and two accountants, one of
9 whom shall be appointed by the commission to serve as director.

10 Said division, subject to such supervision and control, shall
11 perform such functions in relation to the administration and
12 enforcement of section 94H of Chapter 164. The commission
13 is hereby authorized to make an assessment against electric
14 companies under the jurisdictional control of the department,
15 based upon intrastate operating revenues of each of said com-
-16 panics derived from sales within the Commonwealth of elec-
-17 trie service, as shown in the annual report of each of said com-
-18 panies to the department. Said assessments shall be made at a
19 rate not exceeding one fourth of one tenth of one percent as
20 shall be determined and certified annually by the commission
21 as sufficient to produce one hundred and fifty thousand dollars
22 in revenue to the Commonwealth; provided, however, that if
23 the department shall fail to expend in any fiscal year the total
24 amount of one hundred and fifty thousand dollars for the pur-
-25 poses set forth in this section, any amount unexpended in such
26 fiscal year shall be credited against the assessment to be made
27 in the following year and the assessment in the following year
28 shall be reduced by such unexpended amount. Assessments
29 under this section may be credited to the normal operating
30 cost of each company. The commission is hereby further au-
-31 thorized to receive and expend such funds as may be appro-
-32 priated for the purposes set forth in this section.

section:






