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EXECUTIVE OFFICE OF ENERGY RESOURCES

100 CAMBRIDGE STREET, ROOM 1500

BOSTON, MASSACHUSETTS 02202, NOVEMBER 2, 1984

The Honorable Michael Joseph Connolly, Secretary of the Commonwealth
State House, Boston, Massachusetts 02133

Dear Secretary Connolly:
Please find enclosed the attached bills which embody the legislation

recommended for the 1985 session of the General Court by the Execu-
tive Office of Energy Resources, which I am filing with your office
today pursuant to G.L. c.30, 5.33. As required by the statute, each
recommendation is accompanied by a detailed explanation of the
provisions of the bill.

If you need any additional information, please contact David Tib-
betts, Legislative Counsel at this office.

Sincerely,

SHARON M. POLLARD

Commontoealtf) of ifla««atbu*ett*

Secretary
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In the Year One Thousand Nine Hundred and Eighty-Five

i. An Act extending the timeavailable for certain residential
TAX CREDITS FOR RENEWABLE ENERGY SYSTEMS.

The Commonwealth currently provides an income tax credit for
individuals who install renewable energy systems (solar and wind
powered, but primarily solar). The credit is for 35% of the net cost of
the system, up to a maximum credit of $l,OOO. The credit is due to
expire on December 31, 1985.

The proposed legislation would extend this tax incentive, but at
lower levels than the current 35%. For 1986and 1987, the credit would
be 30%; for 1988 and 1989,25%; and for 1990and thereafter, the credit
would be 20%.

By the end of 1983, more than 15,000 residential solar systems had
been installed in Massachusetts. It is estimated that these 15,000 sys-
tems displace the equivalent of approximately 3.7 million gallons of
fuel oil annually, at a savings of $4.3 million.

An Act to encourage the use of photovoltaics and other
RENEWABLE ENERGY SOURCES IN THE COMMONWEALTH.

This bill would both enhance an existing state tax incentive for
renewable energy systems and add a new one that would make Massa-
chusetts more competitive with other states that are attempting to
attract investment in photovoltaic energy technology.

Section 1 of the bill would create a new 25% tax credit for corpora-
tions which install photovoltaic generating facilities. This credit is the
equivalent of that offered by the State of California, which has been
extremely successful in encouraging photovoltaic development. Such a
credit is a necessary prerequisite to the creation of any photovoltaic
central generating system in Massachusetts.

Section 2 of the bill permits the new photovoltaic credit and the
existing deduction (explained below) to be claimed by individuals
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and/or partnerships who are third-party investors in the installation of
renewable energy systems.

Sections 3 through 6 of this bill enhance an existing tax incentivefor
corporations that invest in renewable energy systems.

As the law is now written, a business which purchases a qualifying
solar or wind-powered “climatic control unit” or “water heating unit”
is entitled to deduct from its income for state tax purposes any cost
incurred by the installation of such unit, provided the installation is
located in Massachusetts and is used exclusively in the trade or busi-
ness of the corporation.

This 100%deduction enables a corporation to deduct the full cost of
qualifying property in one year, for state tax purposes, rather than
depreciating it over the 5 or 15 year Federal tax life of the property. A
corporation normally figures its taxable income for state purposes by
referring to its taxable income on its federal tax return. The annual
deduction for depreciation allowed by the IRS, then, also serves to
reduce the corporation’s taxable income for state purposes. If the
corporation claims this deduction, however, it must add back to its
state taxable income in each remaining year of the property’s tax life
the depreciation allowance claimed for the property on the federal
return. If it “depreciates” the entire cost in the first year, it must
increase its taxable income in later years by increments the annual
federal depreciation allowances which add up to an amount equal to
the system cost.

The impact of what can be called one-year depreciation, then, is
equivalent to a 9.5% state credit in the first year (assuming the corpora-
tion is paying the maximum rate of 9.5%). However, the tax position of
the corporation over the sor 15 year tax life of the property is a “wash”:
its state taxable income and state tax liability will be reduced by
the same amount whether it claims the deduction or not.

Thus, the law as currently written is not much of an incentive at all.
The proposed bill would eliminate the “add-back” provision, and
would further enhance the tax incentive by broadening the types of
renewable energy systems that would qualify for the deduction to
include solar, wind, geothermal, wood, and biomass.

3. An Act providing financing incentives for cogeneration,
SMALL POWER PRODUCTION FACILITIES, AND INDUSTRIAL ENERGY
CONSERVATION.
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This bill would enable the Massachusetts Industrial Finance Agency
to provide financing for cogeneration and small power production
projects for small commercial and industrial enterprises. The high cost
of energy in Massachusetts is of major concern to small companies
attempting to project and stabilize the cost of doing business in the
Commonwealth. By making available the attractive financing option
that industrial revenue bonds present, M.I.F.A. (which also has
expressed support for this bill), would be providing a substantial
incentive for the development of small scale alternative energy projects
which would assist companies in reducing their energy costs and their
expensive dependence on imported fuels.

4. An Act providing for an exemption of certain cogenerators

AND SMALL POWER PRODUCERS FROM DEPARTMENT OF PUBLIC
UTILITIES JURISDICTION.

This bill would amend Chapter 164 of the General Laws by remov-
ing the jurisdiction of the Department of Public Utilities (DPU) and
the Energy Facilities Siting Council (EFSC) over “alternative energy
producers.”Thesefacilties are defined as a“cogeneration facility” (i.e.,
a facility that produces both electrical and thermal energy) and a
“small power production facility” (i.e., a facility that produces electric-
ity from biomass, waste, wind, water, wood, geothermal, or solar
energy.)

The bill exempts facilities meeting these definitions from certain
regulatory requirements of Chapter 164 of the General Laws regarding
electric and gas companies and creates additional incentives for such
facilities beyond those created by the federal Public Utility Regulatory
Policies Act of 1978, Pub. L. 95-617 (PURPA).

This bill would also create a statutory exemption for alternative
energy producers, allowing them to make limited retail electricity sales
(i.e., to customers which will purchase electricity for the first time)
without subjecting themto the burden ofDPU regulation as an “elec-
tric company” and the accompanying regulatory requirements under
Chapter 164. Currently, there is uncertainty under state public utility
law with respect to the types of sales that will trigger DPU regulation as
an “electric company”. The bill would clarify the law withrespect to the
above-mentioned sales and provide incentives to encourage cogenera-
tion and small power development.
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5, An Act protecting solar energy access for owners of solar
ENERGY UNITS

This bill would amend Chapter 40A of the General Laws to provide
for the issuance by local cities and towns of “solar energy building
permits” which will protect access to the sun for residents who install
solar energy units.

The new law would provide protection both for the owner of a solar
energy unit and for owners of nearby property. The law requires that
the planned solar energy unit be designed and sited in such a way that
nearby property may be put to a reasonable use, consistent with
existing zoning by-laws, without creating an impermissible interfer-
ence with the solar energy unit’s access to the sun.

In addition, no solar energy building permit may be issued until a
public hearing is held and all neighoring property owners have had the
opportunity to object to the issuance of a permit. The new law provides
that the zoning board of appeals shall make its decision after consider-
ing both the applicant’s need for protection of solar energy access and
the development plans of neighboring property owners. In balancing
the public interests in encouraging the development of solar energy use
and intensive development of land, the zoning board may modify the
protection for a solar energy unit that a solar energy building permit
would create.

The bill further requires that, once a solar energy building permit is
issued, a notice is filed in the appropriate registry of deeds for each
affected property declaring that such property may not be developed so
as to create an impermissible interference with the solar energy unit.

In addition, once a solar energy building permit has been granted, no
new vegetation may be planted so as to create an impermissible inter-
ference, unless the parties reach a private agreement whereby the solar
energy unit owner waives all or part of the rights created by the new
law.

The state building code commission is directed to promulgate regu-
lations specifying and implementing the requirements and provisions
of the new law. These regulations are to be promulgated within six
months of enactment of the law and are to be incorporated into the
state building code.
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6. An Act further streamlining hydropower licensing pro-
cedures.

This bill would encourage the development of hydropower resources
in the Commonwealth by providing for a streamlined and coordinated
process for licensing and permitting of hydropower facilities. The bill
requires the Energy Facilities Siting Council (EFSC) to promulgate
rules and regulations that will simplify the requirements of the various
state and localagencies involved in the licensing process, including the
Department of Environmental Quality Engineering, the Division of
Water Pollution Control, the Department of Environmental Man-
agement, the Department of Fisheries, Wildlife and Recreational Ve-
hicles, the conservation commission with jurisdiction over the proposed
site, the Massachusetts Historical Commission, the Department of
Public Utilities, and any other agency, authority, or department ofthe
commonwealth, county, city or town government, as may be desig-
nated by the Energy Facilities Siting Council.

The regulations will be designed to reduce duplication and burden-
some filing requirements, while still providing sufficient information
needed by the various agencies in order to make decisions on licensing
hydropower projects.

The bill provides that, prior to the submission of any application to
any of the permitting and licensing agencies, the developer of a pro-
posed hydropower generating facility shall file a preliminary notifica-
tion form withall the permitting and licensing agencies and the EFSC.
Within thirty days after publication of the notification forms the EFSC
and theSecretary ofEnvironmental Affairs shall convene a meeting of
the permitting and licensing agencies, all agencies which may provide
financial assistance, other interested persons or parties, including fed-
eral regulatory agencies, and the developer. At this meeting, the per-
mitting and licensing agencies will consult with the developer and will
agree as to what information, data and studies will be required (in
addition to the forms specified for compliance with the provisions of
the permitting and licensing agencies) in resolving disputes between the
developer and the permitting and licensing agencies.

The new law further requires thatall licensing and permitting agen-
cies asserting jurisdiction over the hydropower project shall notify the
EFSC when informational requirements have been satisfied. At that
time the EFSC will establish a single deadline for all agency action, no
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later than ninety days after receipt of theappropriate completed forms.
The bill also authorizes the EFSC to conduct hearings and to

promulgate regulations to determine whether there exists a class or
classes of hydropower projects whose environmental impacts are
insignificant and may provide for the exemption of such projects from
the requirements of the prelicensing conference provision of the law
and to allow such projects to utilize abbreviated informational forms
and procedures.

The EFSC is directed to consider especially those projects which by
virtue of their extremely small size or installed generative capacity or
location on a conduit or other man-made watercourse may have
minimal impacts on the natural environment.

An Act to authorize the governor to respond to energy
SUPPLY DISRUPTIONS.

The purpose of this bill is to ensure that the Governor will have
adequate statutory authority to respond to an energy emergency in the
Commonwealth resulting from a disruption in energy or fuel supplies.

The Governor’s powers to respond to an energy emergency are
contained in the Executive Office of Energy Resources (EOER) stat-
ute, Massachusetts General Laws Chapter 25A, Section 8. Currently,
Section 8 gives narrow scope to the powers of the Governor to declare
an energy emergency and to implement energy supply shortage contin-
gency plans. As the statute is now written, the plans prepared by EOER
must conform to the substantive requirements of the federal Emergency
Petroleum Allocation Act of 1973 (EPAA) and the Energy Policy and
Conservation Act of i 975 (ECPA), and their successor statutes such as
the Emergency Energy Conservation Act of 1979 (EECA). Federal
regulation of petroleum prices and allocation procedures, including
the old state set-aside program, was based on EPAA, the relevant
portions of which expired on September 30, 1981. The relevant ration-
ing contingency planning powers of EPCA expired on the same date.
From EOER’s viewpoint, the explicit substantive authority under
M.G.L. Ch. 25A, Sec. 8 for petroleum allocation and rationing may
have ceased to exist.

The proposed legislation contains language that revises and expands
Section 8 so that the Governor will have adequate statutory authority
to respond effectively in the event of an energy emergency.
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