House of Representatives

General Assembly File No. 244

February Session, 2006 Substitute House Bill No. 5522

House of Representatives, March 30, 2006

The Committee on Energy and Technology reported through
REP. FONTANA of the 87th Dist., Chairperson of the
Committee on the part of the House, that the substitute bill
ought to pass.

AN ACT CONCERNING ELECTRIC MARKET STRUCTURE.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:
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Section 1. Section 13a-126 of the 2006 supplement to the general
statutes is repealed and the following is substituted in lieu thereof

(Effective from passage):

As used in this section, "public service facility" includes all
privately, publicly or cooperatively owned lines, facilities and systems
for producing, transmitting or distributing communications, cable
television, power, electricity, light, heat, gas, oil, crude products,
water, steam, waste, storm water not connected with highway
drainage and any other similar commodities, including fire and police
signal systems and street lighting systems which directly or indirectly
serve the public. Whenever the commissioner determines that any
public service facility located within, on, along, over or under any land
comprising the right-of-way of a state highway or any other public
highway when necessitated by the construction or reconstruction of a
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state highway shall be readjusted or relocated in or removed from such
right-of-way, the commissioner shall issue an appropriate order to the
company, corporation or municipality owning or operating such
facility, and such company, corporation or municipality shall readjust,
relocate or remove the same promptly in accordance with such order;
provided an equitable share of the cost of such readjustment,
relocation or removal, including the cost of installing and constructing
a facility of equal capacity in a new location, shall be borne by the
state, except that the state shall not bear any share of the cost of a
project to readjust, relocate or remove any facility, as defined in

subsection (a) of section 16-50i, as amended, used for transmitting

electricity or as an electric trunkline, for an electric distribution

company, as defined in section 16-1 of the 2006 supplement to the

general statutes. The Department of Transportation shall evaluate the

total costs of such a project, including department costs for
construction or reconstruction and electric distribution company costs
for readjusting, relocating or removing such facility, so as to minimize
the overall costs incurred by the state and the electric distribution
company. The electric distribution company may provide the
department with proposed alternatives to the relocation, readjustment
or removal proposed by the department and shall be responsible for
any changes to project costs attributable to adoption of the company's
proposed alternative designs for such project, including changes to the
area of the relocation, readjustment or removal and any incremental
costs incurred by the department to evaluate such alternatives. If such
electric distribution company and the department cannot agree on a
plan for such project, the Commissioner of Transportation and the
chairperson of the Department of Public Utility Control shall, on
request of the company, jointly determine the alternative for the
project. Such equitable share, in the case of or in connection with the
construction or reconstruction of any limited access highway, shall be
the entire cost, less the deductions provided in this section, and, in the
case of or in connection with the construction or reconstruction of any
other state highway, shall be such portion or all of the entire cost, less

the deductions provided in this section, as may be fair and just under
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all the circumstances, but shall not be less than fifty per cent of such
cost after the deductions provided in this section. In establishing the
equitable share of the cost to be borne by the state, there shall be
deducted from the cost of the readjusted, relocated or removed
facilities a sum based on a consideration of the value of materials
salvaged from existing installations, the cost of the original installation,
the life expectancy of the original facility and the unexpired term of
such life use. When any facility is removed from the right-of-way of a
public highway to a private right-of-way, the state shall not pay for
such private right-of-way, provided, when a municipally-owned
facility is thus removed from a municipally-owned highway, the state
shall pay for the private right-of-way needed by the municipality for
such relocation. If the commissioner and the company, corporation or
municipality owning or operating such facility cannot agree upon the
share of the cost to be borne by the state, either may apply to the
superior court for the judicial district within which such highway is
situated, or, if said court is not in session, to any judge thereof, for a
determination of the cost to be borne by the state, and said court or
such judge, after causing notice of the pendency of such application to
be given to the other party, shall appoint a state referee to make such
determination. Such referee, having given at least ten days' notice to
the parties interested of the time and place of the hearing, shall hear
both parties, shall view such highway, shall take such testimony as
such referee deems material and shall thereupon determine the
amount of the cost to be borne by the state and immediately report to
the court. If the report is accepted by the court, such determination
shall, subject to right of appeal as in civil actions, be conclusive upon
both parties.

Sec. 2. Section 16a-7c of the general statutes is amended by adding
subsection (g) as follows (Effective July 1, 2006):

(NEW) (g) When evaluating submissions pursuant to subsection (f)
of this section for a facility described in subdivision (3) of subsection
(a) of section 16-50i that are in excess of twenty-five megawatts, the

board shall perform a net energy analysis for each proposal. Such
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analysis shall include all embodied energy requirements used in the
materials for initial construction of the facility and over the useful
lifetime of the facility. The analysis shall be expressed in a
dimensionless unit as an energy profit ratio of energy generated by the
facility to energy expended in plant construction, maintenance and
total fuel cycle energy requirements over the useful lifetime of the
facility. The boundary for both the fuel cycle and materials for the
facility construction and maintenance shall be at both the point of
primary material extraction and include, but not be limited to, such
subsequent steps as transportation, refinement and energy for delivery
to the end consumer. The results of said net energy analysis shall be
included in the results forwarded to the Connecticut Siting Council
pursuant to subsection (f) of this section. For purposes of this
subsection, "net energy" means the heat energy contained in a fuel
minus the energy used to extract the fuel from the environment, refine
it to a socially useful state, and deliver it to consumers, and "embodied
energy" means the total energy used to build and maintain a process,

expressed in calorie equivalents of one type of energy.

Sec. 3. Subdivision (1) of subsection (c) of section 16-50p of the 2006
supplement to the general statutes is repealed and the following is
substituted in lieu thereof (Effective October 1, 2006):

(c) (1) The council shall not grant a certificate for a facility described
in subdivision (3) of subsection (a) of section 16-50i, as amended, either

as proposed or as modified by the council, unless (A) it finds and
determines a public benefit for the facility, and (B) the facility, except

for an electric generating facility that will use nuclear materials as fuel,

will operate with dual fuel capacity.

Sec. 4. (Effective from passage) Not later than September 1, 2006, the
Department of Public Utility Control shall conduct a contested case
proceeding, in accordance with the provisions of chapter 54 of the
general statutes, to analyze the appropriate number of linemen that are
necessary for an electric distribution company to maintain, repair and

extend its electric distribution lines under normal circumstances and
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under extraordinary circumstances, including, but not limited to,
storm conditions. Not later than January 1, 2007, the department shall
submit a report with the results of such analysis to the joint standing
committee of the General Assembly having cognizance of matters
relating to energy in accordance with the provisions of section 11-4a of

the general statutes.

Sec. 5. Subsection (a) of section 16-19e of the general statutes is
repealed and the following is substituted in lieu thereof (Effective
October 1, 2006):

(a) In the exercise of its powers under the provisions of this title, the
Department of Public Utility Control shall examine and regulate the
transfer of existing assets and franchises, the expansion of the plant
and equipment of existing public service companies, the operations
and internal workings of public service companies and the
establishment of the level and structure of rates in accordance with the
following principles: (1) That there is a clear public need for the service
being proposed or provided; (2) that the public service company shall
be fully competent to provide efficient and adequate service to the
public in that such company is technically, financially and
managerially expert and efficient; (3) that the department and all
public service companies shall perform all of their respective public
responsibilities with economy, efficiency and care for the public safety,
and so as to promote economic development within the state with
consideration for energy and water conservation, energy efficiency and
the development and utilization of renewable sources of energy and
for the prudent management of the natural environment; (4) that the
level and structure of rates be sufficient, but no more than sufficient, to
allow public service companies to cover their operating costs

including, but not limited to, appropriate staffing levels, and capital

costs, to attract needed capital and to maintain their financial integrity,
and yet provide appropriate protection to the relevant public interests,
both existing and foreseeable which shall include, but not be limited
to, reasonable costs of security of assets, facilities and equipment that

are incurred solely for the purpose of responding to security needs
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associated with the terrorist attacks of September 11, 2001, and the
continuing war on terrorism; (5) that the level and structure of rates
charged customers shall reflect prudent and efficient management of
the franchise operation; and (6) that the rates, charges, conditions of
service and categories of service of the companies not discriminate
against customers which utilize renewable energy sources or
cogeneration technology to meet a portion of their energy

requirements.

Sec. 6. (Effective from passage) Not later than September 1, 2006, the
Department of Public Utility Control shall conduct a contested case
proceeding, in accordance with the provisions of chapter 54 of the
general statutes, to determine the most efficacious way to notify the
public regarding an electric power outage and the status of an electric
distribution company's efforts to restore electricity to a particular area
of the state. Not later than January 1, 2007, the department shall submit
a report with the results of such proceeding to the joint standing
committee of the General Assembly having cognizance of matters
relating to energy in accordance with the provisions of section 11-4a of

the general statutes.

Sec. 7. (Effective from passage) Not later than September 1, 2006, the
Department of Public Utility Control and the Connecticut Siting
Council shall conduct a contested case proceeding, in accordance with
the provisions of chapter 54 of the general statutes, to analyze the
current compliance status of electric generation facilities with on-site
fuel storage requirements, to determine how much fuel storage is
necessary to generate an electric generation facility at peak load for a
forty-eight-hour period, and to analyze what on-site fuel storage
resources are currently available in the state. Not later than January 1,
2007, the department shall submit a report with the results of such
proceeding to the joint standing committee of the General Assembly
having cognizance of matters relating to energy in accordance with the

provisions of section 11-4a of the general statutes.

Sec. 8. Section 16-32g of the general statutes is repealed and the
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following is substituted in lieu thereof (Effective October 1, 2006):

Not later than January 1, [1988] 2007, each electric or electric
distribution company shall submit to the Department of Public Utility
Control a plan for the maintenance of poles, wires, conduits or other
fixtures, along public highways or streets for the transmission or
distribution of electric current, owned, operated, managed or
controlled by such company, in such format as the department shall

prescribe. Such plan shall include a summary of appropriate staffing

levels necessary for the maintenance of said fixtures and a program for

the trimming of tree branches and limbs located in close proximity to
overhead electric wires where such branches and limbs may cause
damage to such electric wires. The department shall review each plan
and may issue such orders as may be necessary to ensure compliance
with this section. The department may require each electric or electric
distribution company to submit an updated plan at such time and
containing such information as the department may prescribe. The
department shall adopt regulations, in accordance with the provisions

of chapter 54, to carry out the provisions of this section.

Sec. 9. (NEW) (Effective October 1, 2006) As used in sections 10 to 25,
inclusive, of this act:

(1) "Microgrid" means small, locally controlled electric distribution
systems interconnected with electric distribution company facilities;
and

(2) "Energy improvement district distributed resources" means one
or more of the following: (A) Customer-side distributed resources, as
defined in section 16-1 of the 2006 supplement to the general statutes;
(B) grid-side distributed resources, as defined in said section 16-1; (C)
combined heat and power systems, as defined in said section 16-1; (D)
Class III renewable energy sources, as defined in said section 16-1; and

(E) microgrids;

(3) "Project' means the acquisition, purchase, construction,

reconstruction, improvement or extension of one or more of energy
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improvement district distributed resources.

Sec. 10. (NEW) (Effective October 1, 2006) Any municipality may, by
vote of its legislative body, or, in the case of a municipality in which
the legislative body is a town meeting, its board of selectmen, establish
an energy improvement district within such municipality. The affairs
of any such district shall be administered by an Energy Improvement
District Board, comprising not less than five and not more than seven
members. The members of any such board shall be appointed by the
chief elected official of the municipality and shall serve for such term
as the legislative body may prescribe and until their successors are
appointed and have qualified. Vacancies shall be filed by the chief
elected official for the unexpired portion of the term. The members of
each such board shall serve without compensation, except for

necessary expenses.

Sec. 11. (NEW) (Effective October 1, 2006) An Energy Improvement
District Board shall have power over the planning, development,
funding, building and operation of energy improvement district
distributed resources in its district, except on state or federally owned
properties, with a view to the increase and efficiency, reliability and
the furtherance of commerce and industry in the energy improvement
district. The board shall coordinate its activities with regard to such
resources with relevant state, regional and federal agencies. The board
shall make a thorough investigation of electric distribution system
conditions in the district and such other places as it may deem proper,
and shall prepare a comprehensive plan for the development of energy
improvement district distributed resources in the district. The board
may lease or acquire office space and equip the same with suitable
furniture and supplies for the performance of work of the board, and
may employ such personnel as may be necessary for such

performance. The board also shall have power to:
(1) Sue and be sued;

(2) Have a seal and alter the same;
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(3) Confer with any body or official having to do with electric power
distribution facilities within and without the district, and hold public

hearings as to such facilities;

(4) Confer with electric distribution companies with reference to the
development of electric distribution facilities in such district and the

coordination of the same;

(5) Determine the location, type, size and construction of requisite
energy improvement district distributed resources, subject to the
approval of any department, commission or official of the United
States, the state or the municipality where federal, state or municipal

statute or regulation requires it;

(6) Own, lease, pledge, encumber, erect, construct, improve,
rehabilitate, make, equip and maintain energy improvement district
distributed resources in the district and for any such purpose acquire
in the name of the Energy Improvement District Board by purchase,
grant, gift or condemnation, except as limited by this section, real
property, including easements therein, lands under water and riparian
rights, and hold, improve, develop, mortgage, pledge, exchange, sell,
convey or otherwise dispose of any such property in such manner as
the board shall determine;

(7) Make surveys, maps and plans for, and estimates of the cost of,
the development and operation of requisite energy improvement
district distributed resources and for the coordination of such facilities
with existing agencies, both public and private, with the view of
increasing the efficiency of the electric distribution system in the

district and in the furtherance of commerce and industry in the district;

(8) Make contracts and leases, loans and execute all instruments
necessary or convenient to carry out their duties under the provision of
this section, including the lending of proceeds of bonds issued in
accordance with subdivision (9) of this section, to owners, lessees or

occupants of facilities in the energy improvement district;
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(9) Fix fees, rates, rentals or other charges for the purpose of all
energy improvement district distributed resources owned by the
Energy Improvements District Board and collect such fees, rates,
rentals and other charges for such facilities owned by the board, which
fees, rates, rentals or other charges shall be sufficient to comply with
all covenants and agreements with the holders of any bonds issued

pursuant to section 12 of this act;

(10) Operate and maintain all energy improvement district
distributed resources owned or leased by the board and use the
revenues from such resources for the corporate purposes of the board
in accordance with any covenants or agreements contained in the
proceedings authorizing the issuance of bonds pursuant to section 12
of this act;

(11) Regulate and supervise the construction of all energy
improvement district distributed resources constructed or installed by
any private individual or corporation, and regulate the operation of all
privately owned energy improvement district distributed resources
insofar as such operation may adversely affect the flow of electric
power or the enforcement of approved plans for the development of
energy improvement district distributed resources. The power granted
by this subdivision shall be subject to the rules, regulations or other
directives of any federal or state department, commission or other
agency having jurisdiction and such grant of power shall not operate
to deprive any person or corporation, private or public, of any

property without due process of law;

(12) Accept gifts, grants, loans or contributions for the United States,
the state or any agency or instrumentality of either of them, or a person
or corporation, by conveyance, bequest or otherwise, and expend the
proceeds for any purpose of the board and, as necessary, contract with
the United States, the state or any agency or instrumentality of either
of them, to accept gifts, grants, loans or contributions on such terms

and conditions as may be provided by the law authorizing the same;

(13) Maintain staff to promote and develop the movement of

sHB5522 / File No. 244 10
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commerce through the energy improvement district; and

(14) Use the officers, employees, facilities and equipment of the
municipality, with the consent of the municipality, and pay a proper

portion of the compensation or cost.

Sec. 12. (NEW) (Effective October 1, 2006) (a) An Energy
Improvement District Board may, from time to time, issue bonds
subject to the approval of the legislative body or, in the case of a
municipality in which the legislative body is a town meeting, its board
of selectmen, in the municipality in which the energy improvement
district is located, for the purpose of paying all or any part of the cost
of acquiring, purchasing, constructing, reconstructing, improving or
extending any energy improvement district distributed resources
project and acquiring necessary land and equipment thereof, or for any
other authorized purpose of the board. The board may issue such
types of bonds as it may determine, including, but not limited to,
bonds payable as to principal and interest: (1) From its revenues
generally; (2) exclusively from the income and revenues of a particular
project; or (3) exclusively from the income and revenues of certain
designated projects, whether or not they are financed in whole or in
part from the proceeds of such bonds. Any such bonds may be
additionally secured by a pledge of any grant or contribution from a
participating municipality, the state or any political subdivision,
agency or instrumentality thereof, any federal agency or any private
corporation, copartnership, association or individual, or a pledge of
any income or revenues of the board, or a mortgage on any project or
other property of the board, provided such pledge shall not create any
liability on the entity making such grant or contribution beyond the
amount of such grant or contribution. Whenever and for so long as any
board has issued and has outstanding bonds, the board shall fix,
charge and collect rates, rents, fees and other charges in accordance
with section 14 of this act. Neither the members of the board nor any
person executing the bonds shall be liable personally on the bonds by
reason of the issuance thereof. The bonds and other obligations shall so

state on the face, shall not be a debt of the state or any political
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subdivision thereof, except when the board or a participating
municipality which in accordance with section 21 of this act has
guaranteed payment of principal and of interest on the same, and no
person other than the board or such a public body shall be liable
thereon, nor shall such bonds or obligations be payable out of any
funds or properties other than those of the board or such a
participating municipality. Such bonds shall not constitute an
indebtedness within the meaning of any statutory limitation on the
indebtedness of any participating municipality. Bonds of the board are
declared to be issued for an essential public and governmental
purpose. In anticipation of the sale of such revenue bonds the board
may issue negotiable bond anticipation notes and may renew the same
from time to time, but the maximum maturity of any such note,
including renewals thereof, shall not exceed five years from the date of
issue of the original note. Such notes shall be paid from any revenues
of the board available therefor and not otherwise pledged, or from the
proceeds of sale of the revenue bonds of the Energy Improvement
District Board in anticipation of which they were issued. The notes
shall be issued in the same manner as the revenue bonds. Such notes
and the resolution or resolutions authorizing the same may contain
any provisions, conditions or limitations which a bond resolution of

the board may contain.

(b) An Energy Improvement District Board may issue bonds as
serial bonds or as term bonds, or both. Bonds shall be authorized by
resolution of the members of the authority and shall bear such date or
dates, mature at such time or times, not exceeding fifty years from
their respective dates, bear interest at such rate or rates, or have
provisions for the manner of determining such rate or rates, payable at
such time or times, be in such denominations, be in such form, either
coupon or registered, carry such registration privileges, be executed in
such manner, be payable in lawful money of the United States of
America at such place or places, and be subject to such terms of
redemption, as such resolution or resolutions may provide. The
revenue bonds or notes may be sold at public or private sale for such

price or prices as the Energy Improvement District Board shall
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determine. Pending preparation of the definitive bonds, the Energy
Improvement District Board may issue interim receipts or certificates

which shall be exchanged for such definitive bonds.

(c) Any resolution or resolutions authorizing any revenue bonds or
any issue of revenue bonds may contain provisions, which shall be
part of the contract with the holders of the revenue bonds to be
authorized, as to: (1) Pledging all or any part of the revenues of a
project or any revenue-producing contract or contracts made by the
Energy Improvement District Board with any individual, partnership,
corporation or association or other body, public or private, to secure
the payment of the revenue bonds or of any particular issue of revenue
bonds, subject to such agreements with bondholders as may then exist;
(2) the rentals, fees and other charges to be charged, and the amounts
to be raised in each year thereby, and the use and disposition of the
revenues; (3) the setting aside of reserves or sinking funds or other
funds or accounts as the board may establish and the regulation and
disposition thereof, including requirements that any such funds and
accounts be held separate from or not be commingled with other funds
of the board; (4) limitations on the right of the board or its agent to
restrict and regulate the use of the project; (5) limitations on the
purpose to which the proceeds of sale of any issue of revenue bonds
then or thereafter to be issued may be applied and pledging such
proceeds to secure the payment of the revenue bonds or any issue of
the revenue bonds; (6) limitations on the issuance of additional bonds,
the terms upon which additional bonds may be issued and secured,
the refunding of outstanding bonds; (7) the procedure, if any, by which
the terms of any contract with bondholders may be amended or
abrogated, the amount of bonds the holders of which must consent
thereto, and the manner in which such consent may be given; (8)
limitations on the amount of moneys derived from the project to be
expended for operating, administrative or other expenses of the board;
(9) defining the acts or omissions to act that shall constitute a default in
the duties of the board to holders of its obligations and providing the
rights and remedies of such holders in the event of a default; (10) the

mortgaging of a project and the site thereof for the purpose of securing

sHB5522 / File No. 244 13
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the bondholder; and (11) provisions for the execution of
reimbursement agreements or similar agreements in connection with
credit facilities, including, but not limited to, letters of credit or policies
of bond insurance, remarketing agreements and agreements for the

purpose of moderating interest rate fluctuations.

(d) If any member whose signature or a facsimile of whose
signature appears on any bonds or coupons ceases to be such member
before delivery of such bonds, such signature or such facsimile shall
nevertheless be valid and sufficient for all purposes the same as if he
had remained in office until such delivery. Notwithstanding the
provisions of sections 10 to 25, inclusive, of this act, or any recitals in
any bonds issued under the provisions of this section, all such bonds
shall be deemed to be negotiable instruments under the provisions of

the general statutes.

(e) Unless otherwise provided by the ordinance creating the Energy
Improvement District Board, bonds may be issued under the
provisions of this section, without obtaining the consent of the state or
of any political subdivision thereof, and without any other proceedings
or the happening of other conditions or things than those proceedings,
conditions or things which are specifically required by sections 10 to

25, inclusive, of this act.

(f) A Energy Improvement District Board may, out of any of any
funds available to it, purchase its bonds or notes. The Energy
Improvement District Board may hold, pledge, cancel or resell such
bonds, subject to and in accordance with agreements with
bondholders.

(g) An Energy Improvement District Board shall cause a copy of any
bond resolutions adopted by it to be filed for public inspection in its
office and in the office of the clerk of each participating municipality
and may thereupon cause to be published at least once, in a newspaper
published or circulating in each participating municipality, a notice
stating the fact and date of such adoption and the places where such

bond resolution has been so filed for public inspection and the date of
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the first publication of such notice and also stating that any action or
proceeding of any kind or nature in any court questioning the validity
or proper authorization of bonds provided for by the bond resolution,
or the validity of any covenants, agreements or contracts provided for
by the bond resolution, shall be commenced not later than twenty days
after the first publication of such notice. If any such notice is published
and if no action or proceeding question the validity or proper
authorization of bonds provided for by the bond resolution referred to
in such notice, or the validity of any covenants, agreements, contracts
provided for by the bond resolution is commenced or instituted not
later than twenty days after the first publication of said notice, then all
residents and taxpayers and owners of property in each participating
municipality and all other persons shall be forever barred and
foreclosed from instituting or commencing any action or proceeding in
any court, or from pleading any defense to any action or proceeding,
questioning the validity or proper authorization of such bonds, or the
validity of such covenants, agreements or contracts, and said bonds,
covenants, agreements and contracts shall be conclusively deemed to
be valid and binding obligations in accordance with their terms and

tenor.

(h) Notwithstanding any provision of the general statutes, (1) the
state shall not have any liability or responsibility with regard to any
obligation issued by the board, and (2) no political subdivision of the
state shall have any liability or responsibility with regard to any
obligation issued by the board except as expressly provided by
sections 10 to 25, inclusive, of this act.

Sec. 13. (NEW) (Effective October 1, 2006) An Energy Improvement
District Board may secure any bonds issued under the provisions of
section 12 of this act by a trust indenture by way of conveyance, deed
of trust or mortgage of any project or any other property of the board,
whether or not financed in whole or in part from the proceeds of such
bonds, or by a trust agreement by and between the board and a
corporate trustee, which may be any trust company or bank having the

powers of a trust company within or without the state or by both such
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conveyance, deed of trust or mortgage and indenture or trust
agreement. Such trust indenture or agreement may pledge or assign
any or all fees, rents and other charges to be received or proceeds of
any contract or contracts pledged, and may convey or mortgage any
property of the board. Such trust indenture or agreement may contain
such provisions for protecting and enforcing the right and remedies of
the bondholders as may be reasonable and proper and not in violation
of law, including provisions that have been specifically authorized to
be included in any resolution or resolutions of the board authorizing
the issue of bonds. Any bank or trust company incorporated under the
laws of the state may act as depository of the proceeds of such bonds
or of revenues or other moneys and may furnish such indemnifying
bonds or pledge such securities as may be required by the board. Such
trust indenture may set forth rights and remedies of the bondholders
and of the trustee, and may restrict the individual right of action by
bondholders. In addition to the foregoing, such trust indenture or
agreement may contain such other provisions as the board may deem
reasonable and proper for the security of the bondholders. All
expenses incurred in carrying out the provisions of such trust

indenture or agreement may be treated as part of the cost of a project.

Sec. 14. (Effective October 1, 2006) (a) An Energy Improvement
District Board may fix, revise, charge and collect rates, rents, fees and
charges for the use of and for the services furnished or to be furnished
by each project and to contract with any person, partnership,
association or corporation, or other body, public or private, in respect
thereof. Such rates, rents, fees and charges shall be fixed and adjusted
in respect of the aggregate of rates, rents, fees and charges from such
project so as to provide funds sufficient with other revenues, if any, (1)
to pay the cost of maintaining, repairing and operating the project and
each and every portion thereof, to the extent that the payment of such
cost has not otherwise been adequately provided for, (2) to pay the
principal of and the interest on outstanding revenue bonds of the
board issued in respect of such project as the same shall become due
and payable, and (3) to create and maintain reserves required or

provided for in any resolution authorizing, or trust agreement
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securing, such revenue bonds of the board. Such rates, rents, fees and
charges shall not be subject to supervision or regulation by any
department, commission, board, body, bureau or agency of this state
other than the board. A sufficient amount of the revenues derived in
respect of a project, except such part of such revenues as may be
necessary to pay the cost of maintenance, repair and operation and to
provide reserves and for renewals, replacements, extensions,
enlargements and improvements as may be provided for in the
resolution authorizing the issuance of any revenue bonds of the board
or in the trust agreement securing the same, shall be set aside at such
regular intervals as may be provided in such resolution or trust
agreement in a sinking or other similar fund which is hereby pledged
to, and charged with, the payment of the principal of and the interest
on such revenue bonds as the same shall become due, and the
redemption price or the purchase price of bonds retired by call or
purchase as therein provided. Such pledge shall be valid and binding
from the time when the pledge is made; the rates, rents, fees and
charges and other revenues or other moneys so pledged and thereafter
received by the board shall immediately be subject to the lien of any
such pledge, without any physical delivery thereof or further act, and
the lien of any such pledge shall be valid and binding as against all
parties having claims of any kind in tort, contract or otherwise against
the board, irrespective of whether such parties have notice thereof.
Neither the resolution nor any trust indenture or agreement by which
a pledge is created need be filed or recorded except in the records of
the board. The use and disposition of moneys to the credit of such
sinking or other similar fund shall be subject to the provisions of the
resolution authorizing the issuance of such bonds or of such trust
agreement. Except as may otherwise be provided in such resolution or
such trust indenture or agreement, such sinking or other similar fund
shall be a fund for all revenue bonds issued to finance a project of such

board without distinction or priority of one over another.

(b) All moneys received by the board pursuant to sections 10 to 25,
inclusive, of this act, whether as proceeds from the sale of bonds or as

revenues, shall be deemed to be trust funds to be held and applied

sHB5522 / File No. 244 17



553

554
555
556
557
558
559
560
561
562
563
564
565
566
567
568
569

570
571
572
573
574
575
576
577
578
579
580
581
582
583

584
585

sHB5522 File No. 244

solely as provided pursuant to this section.

Sec. 15. (Effective October 1, 2006) Any holder of bonds, notes,
certificates or other evidences of borrowing issued under the
provisions of section 12 of this act, or of any of the coupons
appertaining thereto, and the trustee under any trust indenture or
agreement, except to the extent the right may be restricted by such
trust indenture or agreement, may, either at law or in equity, by suit,
action, injunction, mandamus or other proceedings, protect and
enforce any and all rights under the provisions of the general statutes
or granted by sections 10 to 25, inclusive, of this act, or under such
trust indenture or agreement or the resolution authorizing the issuance
of such bonds, notes or certificates, and may enforce and compel the
performance of all duties required by said section or by such trust
indenture or agreement or solution to be performed by the Energy
Improvement District Board or by any officer or agent thereof,
including the fixing, charging and collection of fees, rents and other

charges.

Sec. 16. (NEW) (Effective October 1, 2006) An Energy Improvement
District Board, in the exercise of its powers granted pursuant to
sections 10 to 25, inclusive, of this act, shall be for the benefit of the
inhabitants of the state, for the increase of their commerce and for the
promotion of their safety, health, welfare, convenience and prosperity,
and as the operation and maintenance of any project which the board
is authorized to undertake constitute the performance of an essential
governmental function, no board shall be required to pay any taxes or
assessments upon any project acquired and constructed by it under the
provisions of said sections. The bonds, notes, certificates or other
evidences of debt issued under the provisions of section 12 of this act,
their transfer and the income therefrom, including any profit made on
the sale thereof, shall at all times be free and exempt from taxation by

the state and by any political subdivision thereof.

Sec. 17. (NEW) (Effective October 1, 2006) Bonds issued by an Energy
Improvement District Board pursuant to section 12 of this act, shall be
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securities in which all public officers and public bodies of the state and
its political subdivisions, all insurance companies, trust companies,
banking associations, investment companies and executors,
administrators, trustees and other fiduciaries may properly and legally
invest funds, including capital in their control or belonging to them.
Such bonds shall be securities that may properly and legally be
deposited with and received by any state or municipal officer or any
agency or political subdivision of the state for any purpose for which
the deposit of bonds or obligations is now or may hereafter be

authorized by law.

Sec. 18. (NEW) (Effective October 1, 2006) For the purpose of aiding
an Energy Improvement District Board and cooperating in the
planning, undertaking, acquisition, construction or operation of any
distributed resource facility, a municipality may (1) acquire real
property in its name for such distributed resource facility or for the
widening of existing roads, streets, parkways, avenues or highways or
for new roads, streets, parkways, avenues or highways to any such
distributed resource facility, or partly for such purposes and partly for
other municipal purposes, by purchase or condemnation in the
manner provided by law for the acquisition of real property by such
municipality, (2) furnish, dedicate, close, vacate, pave, install, grade,
regrade, plan or replan parks, streets, roads, roadways, alleys,
sidewalks or other places which it is otherwise empowered to
undertake, and (3) do all things necessary or convenient to aid and
cooperate in the planning, undertaking, construction or operation of
any such distributed resource facility, and cause services to be
furnished to the board of any character which such municipality is
otherwise empowered to furnish, and to incur the entire expense
thereof.

Sec. 19. (NEW) (Effective October 1, 2006) A municipality may, by
ordinance, and any other governmental unit shall, without any
referendum or public or competitive bidding, and any person may sell,
lease, lend, grant or convey to an Energy Improvement District Board,

or to permit a board to use, maintain or operate as part of any

sHB5522 / File No. 244 19



620
621
622
623
624
625
626
627
628
629
630
631
632
633
634
635

636
637
638
639
640
641
642
643
644
645
646
647
648
649
650
651
652
653
654

sHB5522 File No. 244

distributed resource facility, any real or personal property that may be
necessary or useful and convenient for the purposes of the board and
accepted by the board. Any such sale, lease, loan, grant, conveyance or
permit may be made or given with or without consideration and for a
specified or an unlimited period of time and under any agreement and
on any terms and conditions that may be approved by such
municipality, governmental unit or person and that may be agreed to
by the board in conformity with its contract with the holders of any
bonds. Subject to any such contracts with the holders of bonds, the
board may enter into and perform any and all agreements with respect
to property so purchased, leased, borrowed, received or accepted by it,
including agreements for the assumption of principal or interest or
both of indebtedness of such municipality, governmental unit or
person or of any mortgage or lien existing with respect to such
property or for the operation and maintenance of such property as part

of any energy improvement district distributed resources facility.

Sec. 20. (NEW) (Effective October 1, 2006) A municipality,
governmental unit or person may enter into and perform any lease or
other agreement with any Energy Improvement District Board for the
lease or other agreement with any municipality, governmental unit or
person of all or any part of any energy improvement district
distributed resource facility or facilities. Any such lease or other
agreement may provide for the payment to the board by such
municipality, governmental unit or person, annually or otherwise, of
such sum or sums of money, computed at fixed amount or by any
formula or in any other manner, as may be so fixed or computed. Any
such lease or other agreement may be made and entered into for a
term beginning currently or at some future or contingent date and
with or without consideration and for a specified or unlimited time
and on any terms and conditions which may be approved by such
municipality, governmental unit or person and which may be agreed
to by the board in conformity with its contract with the holders of any
bonds, and shall be valid and binding on such municipality,
governmental unit or person whether or not an appropriation is made

thereby prior to authorization or execution of such lease or other
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agreement. Such municipality, governmental unit or person shall do
all acts and things necessary, convenient or desirable to carry out and
perform any such lease or other agreement entered into by it and to
provide for the payment or discharge of any obligation thereunder in
the same manner as other obligations of such municipality,

governmental unit or person.

Sec. 21. (NEW) (Effective October 1, 2006) For the purpose of aiding
an Energy Improvement District Board and cooperating in the
planning, undertaking, acquisition, construction or operation of any
distributed resource facility, a municipality, by ordinance or by
resolution of its legislative body, shall have power from time to time
and for such period and upon such terms, with or without
consideration, as may be provided by such resolution or ordinance and
accepted by the board, (1) to appropriate moneys for the purposes of
the board, and to loan or donate such money to the board in such
installments and upon such terms as may be agreed upon with the
board, (2) to covenant and agree with the board to pay to or on the
order of the board annually or at shorter intervals as a subsidy for the
promotion of its purposes not more than such sums of money as may
be stated in such resolution or ordinance or computed in accordance
therewith, (3) upon authorization by it in accordance with law of the
performance of any act or thing which it is empowered by law to
authorize and perform and after appropriation of the moneys, if any,
necessary for such performance, to covenant and agree with the board
to do and perform such act or thing and as to the time, manner and
other details of its doing and performance, and (4) to appropriate
money for all or any part of the cost of acquisition or construction of
such facility, and, in accordance with the limitations and any
exceptions thereto and in accordance with procedure prescribed by
law, to incur indebtedness, borrow money and issue its negotiable
bonds for the purpose of financing such distributed resource facility
and appropriation, and to pay the proceeds of such bonds to the board.

Sec. 22. (NEW) (Effective October 1, 2006) For the purpose of aiding
an Energy Improvement District Board in the planning, undertaking,
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acquisition, construction or operation of any distributed resource
facility, a participating municipality may, pursuant to resolution
adopted by its legislative body in the manner provided for adoption of
a resolution authorizing bonds of such municipality and with or
without consideration and upon such terms and conditions as may be
agreed to by and between the municipality and the board,
unconditionally guarantee the punctual payment of the principal of
and interest on any bonds of the board and pledge the full faith and
credit of the municipality to the payment thereof. Any guarantee of
bonds of the board made pursuant to this section shall be evidenced by
endorsement thereof on such bonds, executed in the name of the
municipality and on its behalf by such officer thereof as may be
designated in the resolution authorizing such guaranty, and such
municipality shall thereupon and thereafter by obligated to pay the
principal of and interest on said bonds in the same manner and to the
same extent as in the case of bonds issued by it. As part of the
guarantee of the municipality for payment of principal and interest on
the bonds, the municipality may pledge to and agree with the owners
of bonds issued under this chapter and with those persons who may
enter into contracts with the municipality or the board or any
successor agency pursuant to the provisions of this chapter that it will
not limit or alter the rights thereby vested in the bond owners, the
board or any contracting party until such bonds, together with the
interest thereon, are fully met and discharged and such contracts are
fully performed on the part of the municipality or the board, provided
nothing in this subsection shall preclude such limitation or alteration if
and when adequate provisions shall be made by law for the protection
of the owners of such bonds of the municipality or the board or those
entering into such contracts with the municipality or the board. The
board is authorized to include this pledge and undertaking for the
municipality in such bonds or contracts. To the extent provided in
such agreement or agreements, the obligations of the municipality
thereunder shall be obligatory upon the municipality and the
inhabitants and property thereof, and thereafter the municipality shall

appropriate in each year during the term of such agreement, and there
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shall be available on or before the date when the same are payable, an
amount of money that, together with other revenue available for such
purpose, shall be sufficient to pay such principal and interest
guaranteed by it and payable thereunder in that year, and there shall
be included in the tax levy for each such year in an amount that,
together with other revenues available for such purpose, shall be
sufficient to meet such appropriation. Any such agreement shall be
valid, binding and enforceable against the municipality if approved by
action of the legislative body of such municipality. Any such guaranty
of bonds of the board may be made, and any resolution authorizing
such guaranty may be adopted, notwithstanding any statutory debt or
other limitations, but the principal amount of bonds so guaranteed
shall, after their issuance, be included in the gross debt of such
municipality for the purpose of determining the indebtedness of such
municipality under subsection (b) of section 7-374 of the general
statutes. The principal amount of bonds so guaranteed and included in
gross debt shall be deducted and is declared to be and to constitute a
deduction from such gross debt under and for all the purposes of said
subsection (b) of section 7-374, (1) from and after the time of issuance
of said bonds until the end of the fiscal year beginning next after the
completion of acquisition and construction of the distributed resource
facility to be financed from the proceeds of such bonds, and (2) during
any subsequent fiscal year if the revenues of the board in the preceding
fiscal year are sufficient to pay its expenses of operation and
maintenance in such year and all amounts payable in such year on
account of the principal and interest on all such guaranteed bonds, all
bonds of the municipality issued as provided in this section and all
bonds of the Energy Improvement District Board issued under section
12 of this act.

Sec. 23. (NEW) (Effective October 1, 2006) Any lease or other
agreement, and any instruments making or evidencing the same, may
be pledged or assigned by the board to secure its bonds and thereafter
may not be modified except as provided by the terms of such

instrument or by the terms of such pledge or assignment.

sHB5522 / File No. 244 23



758
759
760
761
762
763
764
765

766
767
768
769
770
771
772
773
774
775
776

sHB5522 File No. 244

Sec. 24. (NEW) (Effective October 1, 2006) All property of an Energy
Improvement District Board shall be exempt from levy and sale by
virtue of an execution and no execution or other judicial process shall
issue against the same nor shall any judgment against the board be a
charge or lien upon its property, provided nothing in this section shall
apply to or limit the rights of the holder of any bonds to pursue any
remedy for the enforcement of any pledge or lien given by the board

on its facility revenues or other moneys.

Sec. 25. (NEW) (Effective October 1, 2006) An Energy Improvement
District Board and the municipality in which any property of the board
is located may enter into agreements with respect to the payment by
the board to such municipality of annual sums of money in lieu of
taxes on such property in such amount as may be agreed upon
between the board and the municipality. The board may make, and the
municipality may accept, such payments and apply them in the
manner in which taxes may be applied in such municipality, provided
no such annual payment with respect to any parcel of such property
shall exceed the amount of taxes paid thereon for the taxable year

immediately prior to the time of its acquisition by the board.

This act shall take effect as follows and shall amend the following
sections:

Section1 | from passage 13a-126

Sec. 2 July 1, 2006 16a-7c

Sec. 3 October 1, 2006 16-50p(c)(1)
Sec. 4 from passage New section
Sec. 5 October 1, 2006 16-19e(a)
Sec. 6 from passage New section
Sec. 7 from passage New section
Sec. 8 October 1, 2006 16-32g

Sec. 9 October 1, 2006 New section
Sec. 10 October 1, 2006 New section
Sec. 11 October 1, 2006 New section
Sec. 12 October 1, 2006 New section
Sec. 13 October 1, 2006 New section
Sec. 14 October 1, 2006 New section
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Sec. 15 October 1, 2006 New section
Sec. 16 October 1, 2006 New section
Sec. 17 October 1, 2006 New section
Sec. 18 October 1, 2006 New section
Sec. 19 October 1, 2006 New section
Sec. 20 October 1, 2006 New section
Sec. 21 October 1, 2006 New section
Sec. 22 October 1, 2006 New section
Sec. 23 October 1, 2006 New section
Sec. 24 October 1, 2006 New section
Sec. 25 October 1, 2006 New section
ET Joint Favorable Subst.
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

—
OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY 07 $ FY 08 $
Department of Transportation TF - Cost Significant | Significant
Ct Siting Council; Public Utility CC&PUCEF - None None None
Control, Dept.

Note: TF=Transportation Fund; CC&PUCF=Consumer Counsel and Public Utility Control Fund
Municipal Impact:

Municipalities Effect FY 07 $ FY 08 $
Various Municipalities See Below See Below See Below
Explanation

Section 1 of the bill results in a cost to the Department of
Transportation (DOT) and is anticipated to be in excess of $1 million.
PA 05-210 eliminated the Department of Transportation of cost sharing
requirements when electric transmission and trunkline facilities had to
be relocated in highway rights-of-way. This section of the bill limits
these changes to facilities owned by an electric distribution company.
Therefore, the DOT will incur significant costs, in excess of $1 million,
to relocate a transmission line that is not owned by electric distribution
companies but rather owned by a power generator, municipality or
other entity.

Currently, a portion of a 345-kilovolt transmission line is being
constructed within the state right-of-way. Construction costs are in the
range of $2 to $4 million per 1500 foot section. Any relocation required
due to improvement of the transportation system in the future would
cost at least the same amount. Relocation of one mile of the

transmission line could potentially cost over $10 million.

The bonding provisions of the bill will not have any fiscal
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implications for the state because such bonds are not a direct or

indirect liability of the State of Connecticut.

The bill places new conditions for certificates for new power plants
which are approved by the Connecticut Siting Council and requires
DPUC to conduct two contested cases by September 1, 2006. It is
anticipated that these provisions can be absorbed within the agencies
existing resources. The bill makes various other changes, none of
which are anticipated to have a fiscal impact to the state.

Municipal Impact

The bill allows municipalities to establish energy improvement
districts to develop distributed resources in the district. Under the bill,
members of the board of the energy improvement district are not
compensated except for necessary expenses. This could result in a
minimal cost to municipalities. However, to the extent that the energy
improvement district may fix and collect rates for sale of energy
resources that they produce, municipalities will gain revenue from the
services furnished from each project.

Although the bill provides a property tax exemption for property
owned by an energy improvement district, it also provides a payment
in lieu of taxes (PILOT) so that the town may receive all or part of the
value of the taxes that would otherwise be due on the property. There
will be a revenue loss to towns only in situations where the PILOT

payments are less than the full amount of the property tax liability.

The bonding provisions create a liability for any town that chooses
to guarantee such bonds. If the revenues intended to pay debt service
on the bonds are insufficient to cover the liability, the guarantee
requires that the town to appropriate sufficient funds to cover the
shortfall. This would require the town to either reduce funding for its
own budget or increase revenue collected from taxes. Also, since the
guaranteed bonds would count toward a municipality’s debt cap,
towns choosing to provide a guarantee for these bonds might be
limited in their ability to issue bonds for other purposes.
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The Out Years

The annualized ongoing fiscal impact identified above would

continue into the future subject to inflation.
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OLR Bill Analysis
sHB 5522

AN ACT CONCERNING ELECTRIC MARKET STRUCTURE.

SUMMARY:

The bill imposes additional requirements for Siting Council
certificates for new power plants. It requires the council and the
Department of Public Utility Control (DPUC) to analyze the extent to
which generation facilities are complying with on-site fuel storage

requirements.

By law, when an application is made to the Siting Council to build a
new power plant, the Connecticut Energy Advisory Board (CEAB)
must solicit and evaluate alternative proposals. The bill expands the
factors CEAB must consider in its evaluation to include how much
energy the plant will deliver, compared to the amount of energy
needed to build and operate the plant and to extract, refine, and

deliver the fuel it will use.

The bill requires DPUC to investigate power outages and electric
company staffing levels. By law, DPUC must set utility rates to be just
sufficient to cover a company’s operating and capital costs and
maintain its financial integrity. The bill specifies that operating costs
include having appropriate staffing levels. It requires electric
companies to submit maintenance plans for their distribution and

transmission systems by January 1, 2007.

The bill authorizes the establishment of “energy improvement
districts” and prescribes how they can be formed. It specifies the
board’s powers, which include developing distributed resources (e.g.,
small power plants and certain conservation programs) and
microgrids (local electric distribution networks), charging rates, and

taking property by eminent domain. The board can issue revenue
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bonds, which are subject to standard provisions regarding their
issuance, guarantees of revenues to back the bonds, trust indentures,
and other bondholder rights. Districts are tax-exempt, but can make
payments in lieu of property taxes. The bill gives municipalities a wide
range of powers to aid districts, including guaranteeing the district’s
bonds.

PA 05-210 relieved the Department of Transportation (DOT) of cost
sharing requirements when electric transmission and trunkline
facilities had to be relocated in highway rights-of-way. This bill limits

these changes to facilities owned by an electric company.

EFFECTIVE DATE: Upon passage for the fuel storage, DPUC
investigations, and DOT cost sharing provisions; July 1, 2006 for the
CEAB evaluation; and October 1, 2006 for the dual fuel, DPUC rate-
setting, electric company maintenance plan, and energy improvement

district provisions.

CONNECTICUT SITING COUNCIL

By law, a Siting Council certificate is needed to build a new power
plant. The bill requires that any new power plant, other than one that
uses nuclear power, have a dual fuel capacity (e.g., be able to burn

both natural gas and oil).

The bill requires the council, when issuing a certificate for a power
plant that is fueled at least in part by natural gas, to condition the
certificate on the plant owner maintaining at least 10% of its natural
gas contracts on a firm basis. Under current practice, power plant
owners often obtain natural gas on an interruptible basis. When
natural gas demand is particularly high, the company supplying the
plant can interrupt the supply in order to meet the needs of residential

and other firm customers.

The bill requires the council and DPUC to conduct a contested case
(a quasi-judicial proceeding) by September 1, 2006, to analyze the
compliance status of generation facilities with on-site fuel storage

requirements. The analysis must also determine how much fuel
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storage is needed to run a power plant at peak load for a 48-hour
period and what on-site fuel storage resources are currently available
in Connecticut. By January 1, 2007, DPUC must report the proceeding
results to the Energy and Technology Committee.

DPUC INVESTIGATIONS
The bill requires DPUC to conduct two contested cases by

September 1, 2006. The first must determine the most effective way of
notifying the public about a power outage and the status of an electric
company’s efforts to restore power to a particular area of Connecticut.
The second must analyze the appropriate number of linemen needed
for an electric company to maintain, repair, and extend its distribution
lines under normal circumstances and wunder extraordinary
circumstances, including storms. In both cases, DPUC must report the
proceeding results to the Energy and Technology Committee by
January 1, 2007.

DISTRIBUTION SYSTEM MAINTENANCE PLANS
The bill requires each electric company to submit a plan to DPUC by

January 1, 2007 for maintaining transmission and distribution systems
along highways, in a format DPUC prescribes. The plan must include a
summary of appropriate staffing levels to maintain these systems and
a program to trim trees located close to overhead wires. DPUC must
review the plans and can issue appropriate orders. It may also order

the companies to update their plans.

CEAB ANALYSIS

By law, when an application is made to the Siting Council to build a
new power plant, the Connecticut Energy Advisory Board (CEAB)
must solicit and evaluate alternative proposals. The bill requires CEAB
to also conduct a “net energy analysis” of each plant that is larger than
25 megawatts. This analysis must determine the ratio between (1) the
amount of energy the plant will produce over its lifetime to (2) the
amount of energy used in plant construction and maintenance and the
total fuel cycle, both over the plant’s lifetime. The amount of energy

used in plant construction and maintenance goes back to primary
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material extraction, and must include energy used in transportating,
refining, and transmitting the electricity to final consumers. For
example, in determining the energy content of the steel used in the
plant, the analysis would determine how much energy was used (1) to
mine the iron and coal used to make the steel, (2) deliver these
materials to the steel mill, (3) convert the materials into steel and shape
them into usable products, (4) deliver these products to the power
plant site, and (5) erect them as part of the plant. CEAB must include
this analysis it sends to the Siting Council regarding alternative

proposals.

ENERGY IMPROVEMENT DISTRICTS
Formation

The bill allows a municipality’s legislative body (the board of
selectmen in town meeting towns) to establish an energy improvement
district. The district’s affairs must be managed by a board of between
five and seven members. The municipality’s chief elected official
appoints the members. They serve for the term specified by the
legislative body or until their successors are appointed and have
qualified. Vacancies are filled by the chief elected official for the
unexpired portion of the term. The members are compensated for

necessary expenses.

Powers and Responsibilities

A board may plan, develop, fund, build, and operate distributed
resources in its district, except on state or federally owned properties.
These resources are:

1. customer-side distributed resources (i.e., generation facilities of
up to 65 megawatts located on a customer’s premises and

electricity savings from conservation programs);
2. larger power plants that are connected to the transmission grid;
3. combined heat and power (cogeneration) systems;

4. class III resources (combined heat and power systems and
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energy savings from new commercial and industrial customer

conservation programs); and

5. microgrids (i.e., small, locally controlled electric distribution
systems that are connected with the electric company’s

distribution system).

The board must act with a view to the increase, efficiency,
reliability, and furtherance of commerce and industry in the district. It
must coordinate its activities regarding such resources with relevant
state, regional, and federal agencies. It must make a thorough
investigation of electric distribution system conditions in the district
and other places as it may deem proper. It must prepare a
comprehensive plan for the development of distributed resources in
the district. The board may lease or acquire and equip office space and
may employ staff.

The board also can:

1. determine the location, type, size, and construction of needed
distributed resources in the district, subject to approval by

relevant municipal, state, and federal agencies;

2. own, lease, improve, and maintain distributed resources in the
district and acquire real property by purchase or condemnation,

and sell or otherwise convey the property;

3. regulate distributed resources owned by private parties in the
district if they harm the flow of power in the district or interfere
with the district’s approved plan of development subject to

other laws and due process;

4. operate and maintain distributed resources owned or leased by

it and use the revenues for its corporate purposes;
5. maintain staff to promote and develop commerce in the district;

6. make contracts, leases, and loans, including the loan of bond
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proceeds to the owners or lessees of facilities in the district; and

7. use the municipality’s officers, employees, facilities, and

equipment, with its consent, and pay proper compensation.

The board’s property is exempt from levy and sale by execution.
No execution or other judicial process can be issued against this
property and charges against the board cannot be liened on the

property. However, these provisions do not limit bondholders rights.

Rates and Charges

A board may fix and collect rates and other charges for the use of
and for the services furnished, or to be furnished, by each project. The
rates and other charges must be sufficient, together with other
revenues, to (1) pay the cost of maintaining, repairing, and operating
the project, to the extent that these costs have not otherwise been
covered; (2) pay principal and interest on the board’s outstanding
bonds for the project; and (3) create and maintain reserves. The rates
and charges are not subject to regulation by any state agency. A
sufficient amount of a project’s revenues, other than the revenues
needed to pay the cost of maintenance, repair, and operation, and to
provide reserves and the improvements as may be provided for in the
bond resolution or trust agreement, must be set aside to pay the

principal and interest on the bonds as they become due.

Bonding
A board may, subject to the approval of the municipality’s

legislative body, issue revenue bonds to pay the cost of acquiring,
constructing, improving, or extending any distributed resources
project and acquiring needed land and equipment, or for any other
authorized purpose of the board. The bonds can have a term of up to
50 years. Unless otherwise provided by the ordinance creating the
board, bonds may be issued under the bill's provisions without
obtaining the consent of the state or political subdivision and without

any other proceedings.

The bonds are not a debt of the state or political subdivision, except
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when the board or a participating municipality has guaranteed
payment of principal and interest. The state, its political subdivisions,
banks, and insurance companies can invest in the bonds.

Municipal Guarantee of Bonds

The bill allows a municipality, by resolution of its legislative body,
to unconditionally guarantee the punctual repayment of the bond’s
principal and interest by pledging the municipality’s full faith and
credit (i.e., its taxing power). The municipality can do so to help the
board in the planning, acquisition, construction, or operation of

distributed resources.

Once the guarantee is made, the municipality must appropriate
enough money each year to ensure that its contribution, taken together
with the district’s other resources, provide enough money to make the
annual principal and interest payments on the bonds. It must set its
taxes to meet this appropriation. As part of its guarantee, the
municipality can pledge with bondholders and contractors of the
board and the municipality that it will not limit or alter their rights
until the bonds are paid off.

The guaranteed bonds” principal counts toward the municipality’s
debt limit to the extent that the district’s revenues do not cover the
principal and interest on the bonds and the facility’s operations and
maintenance cost. This provision applies starting the second fiscal year
after the facility is completed. The district’s bonds count toward the

municipality’s debt limit in the same way.

Tax Exemption and PILOTs

The bill exempts the board from taxes or assessments on its projects.
However, a board can agree with its host municipality to make annual
payments in lieu of taxes on the board’s property, not to exceed the
amount of taxes paid on the property for the tax year immediately
prior to its acquisition. The district’s bonds and the income from them
are exempt from state taxes.

Municipal Powers
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In order to help a board in the planning, acquisition, construction,

or operation of a distributed resources facility, a municipality can:

1. acquire, by purchase or condemnation, real property in its name
for a distributed resource facility or for widening of existing

roads or for new roads to the facility;

2. close, pave, or replan roads, parks, and sidewalks as it is
otherwise empowered to do; and

3. do anything that is necessary or convenient to help in the
planning, construction, or operation of distributed resource
facilities, provide services to the board that the municipality is

authorized to provide, and incur related expenses.

A municipality or person may, and any other governmental unit
must, (1) sell or otherwise convey to a board any real or personal
property that may be necessary or useful for the board’s purposes or
(2) permit the board to use, maintain, or operate such property as part
of its distributed resource facility. Referendum and public or
competitive bidding requirements do not apply to these actions. The
conveyance or permit may be for consideration or for free. It may be
for a specified or unlimited period of time and under any agreement
and on any terms and conditions that may be approved by such
municipality, governmental unit, or person. Subject to any contracts
with bondholders, the board may enter into agreements with respect to
the property, including agreements to assume the principal or interest

of the indebtedness of the municipality, governmental unit, or person.

A municipality, governmental unit, or person may enter into any
lease or other agreement with a board to lease all or any part of the
district’s distributed resource facilities. The lease may provide for the
municipality, governmental unit, or person paying the board on a
tfixed or formula basis. The lease may be for a fixed or unlimited time.
The municipality, governmental unit, or person must undertake all
things necessary or convenient to meet the terms of the agreement. The
board can assign its leases to secure its bonds, and if it does so, the
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lease cannot be modified except as provided in the assignment.

A municipality, by ordinance or resolution of its legislative body,
may aid a board in the planning, construction, or operation of a
distributed resource facility, by, among other things; (1) appropriating
or loaning money to the board for its purposes; (2) agreeing to pay the
board a subsidy for the promotion of its purposes; and (3)
appropriating money for all or any part of the cost of acquisition or
construction of a facility, or borrowing money and issuing its bonds to
finance facilities.

COMMITTEE ACTION
Energy and Technology Committee

Joint Favorable Substitute
Yea 16 Nay 2 (03/14/2006)
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