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ENGROSSED SUBSTI TUTE HOUSE BI LL 2177

State of WAshi ngton 63rd Legislature 2014 Regul ar Session

By House Technol ogy & Econom c Devel opnent (originally sponsored by
Representatives Mrris, Mrrell, Bl ake, and Fey)

READ FI RST TI ME 02/ 05/ 14.

AN ACT Relating to the expansion of natural gas infrastructure in
rural or underserved areas; adding new sections to chapter 80.28 RCW
and creating a new section.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. It is the intent of the legislature to nake
efforts so that all parts of Washington can access econonic
opportunity. Natural gas is an abundant and donestically produced
energy. The plentiful supply of natural gas has decreased the price of
this energy resource. Natural gas is the cleanest of the carbon
emtting fuels as reflected in chapter 80.80 RCW relating to
Washi ngton's greenhouse gas em ssions performance standard for new
el ectrical generation. Washington is well-situated to take advantage
of natural gas to achieve its policy objectives including econonc
devel opnment and i nprovi ng environnmental conditions.

Many rural and wurban areas of Wshington do not have the
infrastructure necessary to access this | owcost energy resource. It
is the intent of the legislature to provide nechani sns to ensure that
as many parts of the state as possi bl e have the econom c opportunity to
utilize natural gas as an energy resource to power businesses and heat
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homes. In particular, this econom c opportunity should be focused on
di spl acing other fuel types that cause harmto state resident's health
in the formof pollution.

NEW SECTION. Sec. 2. A new section is added to chapter 80.28 RCW
to read as foll ows:

(1) The conmm ssion shall conduct a process that allows custoners
and utilities to bring forth i nnovative proposals for the financing and
buil ding of natural gas infrastructure. The goals of these innovative
proposals are to:

(a) Develop and inplenent alternatives to general rate case
proceedings that wll cause the extension or expansion of natural gas
infrastructure to occur in order to serve sone citizens of WAshi ngton
In particular, the comm ssion nust pursue alternatives that facilitate
t he extension or expansion of natural gas infrastructure to rural areas
or urban areas referred to as donut holes that have insufficient or no
access to natural gas as an energy resource;

(b) Extend natural gas services to areas where woodstoves provide
the primary source of residential heating;

(c) Encourage the devel opnment of industrial [and that | acks natural
gas distribution infrastructure; and

(d) Allow gas conpanies to recover the capital costs of the
infrastructure over the life-cycle of that infrastructure while
mtigating the risk of stranded assets.

(2) For the purpose of this section, a "donut hole" neans an area
within autility's service territory that was underdevel oped when the
natural gas systemwas built out. The previously underdevel oped area
now includes hones, businesses, and institutional and industrial
facilities that could use natural gas, but does not have access to
natural gas services.

NEW SECTION. Sec. 3. A new section is added to chapter 80.28 RCW
to read as foll ows:

(1) By July 1, 2015, the conm ssion shall adopt rules that pronote
increnmental investnents in natural gas infrastructure expansions that
by Decenber 1, 2025:

(a) Result in the residential conversion from wood or oil-fired
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boilers for space heating to natural gas, and the conversion from hog
fuel and bunker fuel used in industrial processes to natural gas;

(b) Produce two hundred fifty mllion dollars in pipeline expansion
over a ten-year period, starting in 2015; and

(c) Result in fifty thousand residential natural gas conversions
that currently use wood or oil-fired boilers for space heating over a
ten-year period, starting in 2015.

(2) The progress towards neeting the m |l estones in subsection (1)
of this section nust be neasured by the conm ssion and reported
electronically to the commttees of the senate and house of
representatives with jurisdiction over energy policy by the comm ssion
every four years by Decenber 1st until 2025 using econonetric nodeling
software produced by regional economc nodels incorporated. | f
reasonabl e progress is not being nade towards these goals every four
years, the legislature shall nake adjustnents to reach the policy
m | estones or adjust the m | estone goal s thensel ves.

NEW SECTION. Sec. 4. A new section is added to chapter 80.28 RCW
to read as foll ows:

(1) Each natural gas main extension tariff of a gas conpany nust
i nclude the foll ow ng provi sions:

(a) A maxi mum f oot age and equi pnent all owance provi ded by the gas
conpany at no charge to the applicant. The nmaxi mum footage and
equi pnent al l owance may be differentiated by custoner cl ass;

(b) An economic feasibility analysis for those extensions that
exceed the nmaxi mum f oot age and equi pnent al |l owance prepared by the gas

conpany and provided to an applicant. The economc feasibility
anal ysi s nust consider the increnmental revenues and costs associ ated
with the main extension. |In those instances where the requested main

ext ensi on does not neet the economc feasibility criteria established
by the gas conpany, the gas conpany nay require the custoner to provide
funds to the gas conpany, which wll nake the mnmain extension
econom cally feasible. The nmethodol ogy enpl oyed by the gas conpany in
determining economc feasibility nust be applied wuniformy and
consistently to each applicant requiring a main extension;

(c) The timng and net hodol ogy by which the gas conpany will refund
any advances for construction as additional custoners are served off
the min extension. The custoner nmay request an annual survey to
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determne if additional custoners have been connected to and are using
service from the extension. In no case nmay the anount of the refund
exceed the anount originally advanced,;

(d) That all advances for construction be noninterest bearing; and

(e) That a custoner is eligible to receive refunds on an advance
for construction throughout the service life of the nmain extension.

(2) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Advance for construction" neans the noney provided to the
natural gas conpany by the applicant under the terns of a main
extensi on agreenent the value of which may be refundabl e.

(b) "Main extension" neans the |ines and equi pnment necessary to
extend the existing gas distribution system to provide service to
addi ti onal customners.

~-- END ---
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