
HOUSE No. 3134
By Mr. Bassett ofLynn, petition of Timothy A. Bassett and Frances

F. Alexander 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

An Act further regulating the purchase and sail of electricity

BY PRIVATE POWER PRODUCERS.

1 Whereas, The development of private power production, which
2 generates electricity through cogeneration technology and the use
3 of renewable energy sources including solid waste, biomass, solar
4 energy, wind power, water power, geothermal energy or any com-
-5 bination of these sources.
6 (a) conserves energy in industrial facilities;

(b) reduces dependence on imported oil;
8 (c) moderates future electricity rate increases; and
9 (d) utilizes natural resources without depicting them; and

10 Whereas, standard-offer, long-term contracts provide a useful
11 framework for, and streamline negotiations concerning, the pur-

-12 chase of electricity from private power producers; and
13 Whereas, Regulations requiring utilities to purchase electricity
14 from private power producers and to use standard-offer, long-term
15 contracts during negotiations secures the effective development of
16 private power production.

Be it enactedh r the Senate and House ofRepresentatives in General
Court assembled, and by the authority of the same, as follow s:

1 SECTION 1. Chapter 164 of the General Laws is hereby
2 amended by adding after clause three of paragraph two of section3 691 the following:
4 (4) A description of
5 (a) all contracts, effective at any time during the ongoing ten--6 year period, which the company makes or has made for the pur--1 chase of electricity from private power producers;
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8 (b) all present and anticipated negotiations with a private power
9 producer for the purchase of electricity at any time during the

10 ongoing ten-year period; and
11 (c) any other action which the company has taken or anticipates
12 taking during the ongoing ten-year period to utilize potential elec-

-13 trie generating capacity from private power producers;
14 (d) all contracts or negotiations which the company anticipates
15 entering with private power producers during the forecasted
16 period; and
17 (e) any other action which the company anticipates taking dur-
-18 ing the forecasted period to utilize potential electric generating
19 capacity from private power producers.

1 SECTION 2. Chapter 164 of the General Laws is hereby
2 amended by inserting at the end of paragraph two of section 69J the
3 following sentence:
4 When reviewing and approving each long-range forecast, the
5 council shall also consider existing and potential generating capac-
-6 ity from private power producers, as well as past and planned
7 action of the company to utilize that generating capacity fully.

1 SECTION 3. Chapter 164 of the General Laws is amended by
2 adding after section 69S the following section:
3 Section 69T. State supervision of contracts between utilities and
4 private power producers
5 I. The department shall require each electric company, munici-
-6 pal light board, as specified in section 55 of this chapter, and
7 municipal light commission, as specified in section 56A of this
8 chapter, to enter into long-term contracts to purchase or to wheel
9 electrical energy or capacity, or useful thermal energy or capacity,

10 as departmental regulations define these terms, from any private
11 power producer which makes thatenergy available undertermsand
12 conditions which the department finds just and economically rea-
-13 sonable to ratepayers, and non-discriminatory to private power
14 producers.

15 2. The department shall require each electric company, munici-
-16 pal light board and municipal light commission
17 (a) to provide maintenance, supplementary, interruptible or
18 backup power, as specified in departmental regulations, to any
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19 private power producer in its service territory at just and reasonable
20 rates, and on a non-discriminatory basis; and
21 (b) to maintain, or to construct where necessary, facilities for
22 provision of this power. Private power producers shall pay in full
23 for that construction, and pay an incremental share, based on use,
24 for maintenance.
25 3. Within ninety days from the enactment of this section, the
26 department shall
27 (a) promulgate standard-offer, long-term contracts. In this sec-
-28 tion, “long-term” means of not less than fifteen years and of not
29 more than thirty-five years duration.
30 The structure of electricity purchase arrangements in the
31 standard-offer, long-term contracts shall correspond to the various
32 financial needs of private power producers. Over the long term, all
33 purchase price terms shall reflect departmental regulations which
34 set rates based on full avoided costs. The standard-offer, long-term
35 contracts shall contain terms which the department finds just and
36 economically reasonable to ratepayers, and non-discriminatory to
37 private power producers. Terms of these standard-offer contracts
38 may provide long-term financial incentives for electric companies,
39 municipal light boards and municipal light commissions; and
40 (b) require electric companies, municipal light commissions and
41 municipal light boards to use these standard-offer, long-term con-
-42 tracts as a framework for contract negotiations for the purchase of
43 power from, and for the sale of backup, supplementary, mainte-
-44 nance and inerruptible power to, private power producers.
45 4. In compliance with departmental regulations, electric com-
-46 panics, municipal light boards and municipal light commissions
47 shall make all interconnections necessary to accomplish these pur-
-48 chases and sales. Private power producers shall pay for the incre-
-49 mental cost of interconnection pursuant to departmental reg-
-50 ulations.

5. In compliance with departmental regulations, an electric
52 company, municipal light board or municipal light commission
53 shall
54 (a) respond within thirty days to an initial proposal from any
55 private power producer to enter into a contract to sell energy or
56 capacity;
57 (b) respond within fifteen days to each subsequent request or
58 offer from that private power producer; and
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59 (c) utilize, in good faith, the standard offer, long-term contracts,
60 specified in clause 3 of this section, as a framework for negotiations;
61 and
62 (d) negotiate in good faith and at arm’s length to arrive at a
63 binding contract which, for the duration of the contract, fairly
64 reflects the provisions and intent of this section.
65 6. In accord with departmental review procedures in chapter one
66 hundred and twenty-five of the General Laws, either party may
67 submit to the department a written complaint specifying an alleged
68 violation of any requirement in this section. The department may
69 appoint an arbitrator who, within fifteen days and after meetings
70 with the negotiatingorcontractingparties,shall prescribe measures
71 to resolve the disputed issue, address other potentially disputable
72 issues, and submit in writing a summaryof the arbitrator’s findings
73 and actions to the department. No portion of the arbitrator’s reso-
-74 lution may prescribe that either party pay
75 (a) costs or attorney’s fees which the other party incurs due to
76 arbitration; or
77 (b) a civil penalty to the department or costs for the services of
78 the arbitrator.
79 Each party shall comply with all terms of the arbitrator’s deci-
-80 sion, although a party may petition the department to hold a
81 hearing to review the arbitrator’s decision within ten days of its
82 issuance. The department may adopt the arbitrator’s decision as its
8.3 own without conducting hearing. If the department does conduct a
84 hearing, the department shall mail notice of it to each party at least
85 ten days in advance of the hearing. The department shall render a
86 decision within thirty days of receiving the petition. In its decision
87 the department shall prescribe measures to resolve the dispute. It
88 may assess fines as specified in clause 7 of this section. Subject to
89 appeal specifications in chapter one hundred and twenty-five of the
90 General Laws, each party shall comply with all portions of the
91 departmental decision.
92 7. The department may require
93 (a) a private power producer to pay the electric company’s costs,
94 reasonable attorney’s fees and the arbitration costs if the depart-
-95 ment or its appointed arbitrator found that the private power
96 producer’s claims were a sham, frivolous or made in bad faith.
97 (b) an electric company which the department or arbitrator
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98 found to have violated any requirement in this section, to pay
99 arbitration costs, the private power producer’s costs and reasonable

100 attorney’s fees; or
101 (c) an electric company to pay to the department a civil penalty
102 of up to five thousand dollars if the department or its arbitrator
103 found that the electric company’s claims were a sham, frivolous
104 or made in bad faith.
105 The department shall exclude all penalties which the electric
p!O6 company pays under this section from consideration indepartmen-

-107 tal discrimination of the electric company’s rate base.
108 8. As used in this section, “avoided costs’’ means the incremental
109 costs, to an electric company, municipal light board or municipal
1 10 light commission, of electric energy or capacity or both which, but
111 for the purchase from a private power producer, as defined in
112 section one of this chapter, such electric company, municipal light
113 board, or municipal light commission would generate itself or
114 purchase from another source.

1 SECTION 4. Section lof chapter 164 of the General Laws is
2 hereby amended by inserting before the definition, “small power3 production facility’’, the following definition:
4 1 rivate power producer”, any person, firm, corporation or the5 state, a political subdivision of the state, or any combination of6 these entities, which qualifies, under section I of chapter 164 of the
7 General Laws, as a cogeneration facility or a small power produc--8 turn facility, not including an electric company, municipal lightplant, municipal light board, municipal light commission organ-ized under this chapter, or any other company in which the electricI company, municipal light plant, municipal light board or munici-Pa llght com™ssion owns as equity interest of fifty percent or13 more.








