
No. 2726HOUSE
By Mr. Blanchette of Lawrence, petition of Kevin P. Blanchette for

legislation to regulate the purchase and sale of electricity by private
power producers. Government Regulations.

In the Year One Thousand Nine Hundred and Eighty-Five

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

1 SECTION 1. It is hereby declared that, for the benefit of the
2 people of the commonwealth and the increase of their commerce,
3 welfare and prosperity, the commonwealth should seek to increase
4 the diversification of power and fuel sources, the conservation of
5 energy in industrial facilities and alternative means for the disposal
6 of solid waste and that, to this end, it should promote the construc-
-7 tion and operation of cogeneration facilities and small power
8 production facilities and the installation of energy-conservation
9 facilities and facilities designed to reduce consumption of petro-

-10 leumproducts; that such facilities are not subject to, or reduce, the
11 serve diminishment of future resources which currently discour-
-12 ages unsupplemented long-term reliance on petroleum products;
13 that the continuing increase in the cost of energy is a basic factor
14 tending to create structural economic weaknesses in the common-

-15 wealth, contributing to unemployment and underemployment;
16 that power produced by cogeneration and smallpower production
17 facilities is not directly susceptible to, or would moderate, the
18 rapidly escalating production expenses attributable to the high
19 cost of additional electricity production capacity and to depend-

-20 ence on a diminishing fuel source, and, therefore, may be of
21 significant value in moderating future increases in the costs of
22 energy, including electricity and in protecting our natural envi-
-23 ronment by making better use of renewable resources while assist-
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24 ing in disposing of the commonwealth’s solid waste; and that it is
25 the purpose of this act to provide financing incentives for the
26 construction or installation and operation of cogeneration facili-
-27 ties, small power production facilities, energy-conservation facili-
-28 ties and facilities designed to reduce consumption of petroleum
29 products and aid in the efficient disposal of solid waste, all to the
30 public benefits and good, to the extentand in the manner provided
31 herein.

1 SECTION 2. Chapter 164 of the General Laws is hereby
2 amended by adding after clause three ofparagraph two of Section
3 691 the following clause:
4 (4) A description of all contracts by the company for the pur-
-5 chase of electricity from private power producers in accordance
6 with section one hundred thirty-three of this chapter, the potential
7 and anticipated purchase of electricity from such private power
8 producers by the company during the period covered by said
9 forecasts and theactions the company shall take to encourageand

10 fully utilize potential electric generating capacity by small power
11 producers in the territory served by said company during the
12 period covered by said forecasts.

1 SECTION 3. Chapter 164 of the General Laws is hereby
2 amended by inserting at the end of paragraph two of section 69J
3 the following sentence: The council, in reviewing and approv-
-4 ing a long-range forecast, shall also consider existing and potential
5 generating capacity from cogeneration technology and alternative
6 energy technology operated by private power producers and the
7 past and planned actions of the company to encourage and fully
8 utilize such generating capacity.

1 SECTION 4. Chapter 164 of the General Laws is hereby
2 amended by striking out the first sentence of Section 94A and
3 inserting in place thereof the following sentence;

4 No gas or electric company shall hereafter enter into a contract
5 for the purchase of gas or electricity covering a period in excess of
6 one year without the approval of the department, unless such
7 contract contains a provision subjecting the price to be paid there-
-8 under for gas or electricity to review and determination by the
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9 department in any proceeding brought under section ninety-three
10 or ninety-four; provided, that nothing herein contained shall be
11 construed as affecting a contract for the purchase of gas or electric-
-12 ity from a person or corporation engaged in manufacturing, where
13 the manufacture, sale or distribution of gas or electricity by such
14 person or corporation is a minor portion ofhis or its business, and
15 which contract is made in connection with a contract to supply
16 such person or corporation with gas or electricity, or as affecting a
17 contract for the purchase of electricity from an alternative energy
18 producer or private power producer.

1 SECTION 5. Chapter 164 of the General Laws is amended by
2 adding after section 132 the following sections:
3 Section one hundred thirty-three. Each electric company,
4 municipal light board as provided for in section fifty-five of this
5 chapter, and municipal light commission as provided for in section
6 fifty-six Aof this chapter shall;

(1) enter into a contract with any private power producer to
8 purchase all electric energy made available to it by a private power
9 producer directly or indirectly under clause four ofthis paragraph:

10 (2) sell backup electricity to any private power producer in its
11 service territory;
12 (3) make such interconnections necessary to accomplish such
13 purchases and sales;
14 (4) transmit energy or capacity upon request by a private power
15 producer to any other such company, municipal light plant, utility
16 or to another facility operated by the private power producer; and
17 (5) offer to operate in parallel with a private power producer.
18 The requirements under clauses (3), (4), and (5) of this para-
-19 graph shall be subject to reasonable standards for operating safety
20 and reliability and the nondiscriminatory assessments of costs
21 against private power producers, approved by the department of
22 public utilities with respect to electric companies or determined by
23 municipal light boards and municipal light commissions.
24 The department of public utilities, with respect to electric com-
-25 panics and each municipal light board and municipal light com-
-26 mission shall establish minimum rates and conditions of service
27 for;
28 (1) the purchase of electrical energy and capacity made availa-
-29 ble by a private power producer; and
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30 (2) the sale of backup electricity to a private power producer.
31 The rates for electricity purchased from a private power pro

32 ducer shall be based on the full avoided costs of the electric

33 company, municipal light board or municipal light commission,
34 regardless of whether the purchaser is simultaneously making sales
35 to the private producer. The private power producer may, how-
-36 ever, in the interest of providing certainty for financing purposes,
37 instead require electricity payment rates to be fixed at the time of
38 the execution of the electric contract for a period of up to twenty

39 (20) years at the rates anticipated at such time to be the full avoided
40 costs in the future of such electric company, light board or munici-
-41 pal light corporation, as determined by the Department or by the
42 relevant municipal light board or municipal commissioner.
43 The department, each municipal light board and municipal
44 commission shall actively consider and may establish rates for
45 electricity purchased for a private power producer that exceed the
46 full avoided costs of the purchaser or that provide minimum
47 purchase prices for classes of private power producers that further
48 additional public purposes, including, but not limited to, the recy-
-49 -cling or elimination of trash, wastes, or garbage through electric or
50 energy generation and the maintenance of cost competitiveness
51 and employment for an industry in the commonwealth, provided
52 such rates shall not result in unreasonable costs to electric consu-

-53 mers. Payment for energy and capacity purchased from a private
54 power producer by any such electric company, municipal light
55 board or municipal light commission shall be pursuant to such
56 other terms and conditions as may be determined by the DPU or as
57 may be contained in any contract negotiated between the parties so
58 long as it is not inconsistent with this Section.
59 All private power producers shall be entitled to receive the
60 minimum price, and power transmission rights specified in this
61 section 133, with respect to any private power production facility
62 which has not commenced the sale of electricity to such electric
63 company on or before January 1, 1984, notwithstanding the terms
64 of any contract entered into prior to January 1, 1984, which
65 contracts shall be deemed modified solely to the extent necessary
66 to comply with the terms of this paragraph, but shall otherwise
67 remain in full force and effect.
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When any person, firm or corporation proposes to enter into a
contract to sell energy and capacity as a private power producer,
an electric company, municipal light board or municipal light
commission shall respond promptly to all requests and offers and
negotiate in good faith to arrive at a contract which fairly reflects
the provisions of this section and the anticipated avoided costs
over the life of the contract. The contract shall extend for a period
of up to twenty-five years at the sole option of the private power
producer. Upon application by a private power producer, the
department may approve a contract for a longer period of time or
which provides for payment based upon other than theanticipated
avoided costs if,' considering all of the provisions, the contract is at
least as favorable to the private power producer as a contract
providing simply for payment of avoided costs.
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If a private power producer believes that an electric company,
municipal light board, or municipal light commission has violated
any provision of this section, said private power producer may
submit a written petition alleging such violation to the depart-
ment. Upon receipt of the petition, the department shall fix a time
and place for a hearing and mail notice of the hearing to the parties
in interest at least one week in advance. Upon the hearing, the
department may if it finds the company, municipal light board, or
municipal light commission has violated any such provision pre-
scribe the manner in which it shall comply.
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As used in this section, “avoided costs” means an amount com-
puted as the sum of the following two pricing components: -

92
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(i) The electric company’s avoided cost of production, com-
puted for on-peak and off-peak hours, as appropriate, expressed
in cents per kilowatt in accordance with a formula approved by the
Department that takes into account all purchase transactions
external to the electric company’s system, including costs of fuel,
labor, supplies and maintenance which, but for the purchase of
electricity from the private power producer, such electric company
would incur to generate an equivalent amount of electricity itself
or to purchase an equivalent amount of electricity from another
source or sources, but in no event less than an amount equal to the
most expensive power actually produced by or purchased by said
electric company during said period; plus
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106 (ii) The electric company’s avoided capacity cost, computed in
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accordance with a formula approved by the Department that takes
into account, among other things, the reduction of capital carrying
charges, fuel inventory charges and fixed operation and mainten-
ance changes made possible by the purchase of capacity, if any,
furnished under contract from a private power producer facility
and the consequent deferral, elimination or retirement of the
elctric company’s generating facilities and related transmission
facilities or the deferral or elimination of the electric company s
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Section one hundred thirty-four. As used in sections sixty-nine
I, sixty-nine J, ninety-four A and one hundred thirty-three of this
chapter, “private power producer” means any person, firm, corpor-
ation, the state or political subdivision of the state or any combina-
tion thereof, which generates electricity primarily through the use
of cogeneration technology, primarily through the use of renewa-
ble energy sources, including, but not limited to, solid waste, or
primarily through both, but not including an electric company,
municipal light plant, municipal light board, municipal light
commission organized under this chapter or any other company
owned in whole or in part by such electric company, municipal
light plant, municipal light board, or municipal light commission.
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SECTION 6. Section 94G of chapter 164 is hereby amended by
inserting after the fifth paragraph of said section a new para-
graph:

1
2
3

Notwithstanding anything to the contrary contained in this
section, each electric company contracting with a private power
producer for the purchase of electric power produced by a private
power production facility, at rates provided for pursuant to sec-
tion 133 hereof, and any regulations ofthe DPU thereunder, shall
automatically be entitled to have all amounts paid to any private
power producer pursuant to any such contract included in its
itemized fuel charge.
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