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S-1222. 2

SENATE BI LL 5817

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Senators Brown, Sellar, T. Shel don and Hochstatter

Read first time 02/10/1999. Referred to Commttee on Energy,
Technol ogy & Tel ecommuni cati ons.

AN ACT Relating to procedures for public utility districts to
participate in wholesale electricity market activities; and adding a
new chapter to Title 54 RCW

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

NEW SECTI O\ Sec. 1. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Independent advisor" neans a business, financial, or advisory
firmor person: (a) Wth know edge and experience in connection with
whol esal e energy markets and general business; (b) that is acting as an
advisor to the public utility district and does not control or own a
majority interest in any other party engaged in transactions with the
public utility district to which the advisor is rendering advice and
whi ch are made under this chapter; and (c) whose conpensation is not
whol | y based upon conpl etion of any transaction or a percentage of any
transaction or series of transactions made under this chapter.

(2) "Wholesale electric public wutility district™ is a public
utility district that is not a full requirenents customer of Bonneville
power adm nistration and has elected to engage in whol esale electric
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activities wunder this chapter and has inplemented the neasures
described in section 2 of this act.

(3) "Whol esal e power" neans el ectric capacity or energy, or rights
thereto, transacted for purposes of resale.

NEW SECTI ON. Sec. 2. (1) Prior to engaging in any whol esal e
el ectric activities under section 3 or 4 of this act, a public utility
district shall devel op and approve a witten inplenentation plan under
subsection (2) of this section and adopt a resol uti on under subsection
(3) of this section.

(2)(a) The inplenentation plan shall include the followng: (i) A
general description of how the district intends to engage in the
whol esal e el ectric activities under section 3 or 4 of this act; (ii) a
di scussion of how the public interest will be served by engaging in
whol esal e electric activities under section 3 or 4 of this act; (iii)
an expl anation of the provisions made for the actual and prospective
el ectric energy needs of the district; (iv) a description of the risk
managenent program and ot her safeguards the district wll enploy to
manage any risks that may be associated with the wholesale electric
activities under section 3 or 4 of this act; and (v) policies and
procedures governing the whol esal e el ectricity activities under section
3 or 4 of this act. The plan and any anendnents to it shall be
reviewed by an i ndependent advi sor.

(b) The i ndependent advi sor shall submt a report to the comm ssion
t hat i ncludes an analysis of the inplenentation plan and (i) the nature
of and extent to which the proposed whol esal e el ectric activities under
section 3 or 4 of this act may entail financial risk, and (ii) the
adequacy of proposed neasures to nmanage any potential risks. The
i ndependent advi sor may include in the report any recomrendations the
advi sor deens pertinent to the purposes of the analysis. The report
shal | be advisory only and not binding upon the comm ssion.

(c) The plan, along with the i ndependent advisor’s report, shall be
submtted to the comm ssion for approval. At |least ten days prior to
the public neeting at which the planis to be considered, a notice that
includes a general description of the inplenentation plan shall be
publ i shed i n a newspaper of general circulation in the county in which
the district is located. The plan may be anmended by the comm ssion
fromtine to tine, as necessary, subject to the sane procedure as
requi red for approval of the plan under this subsection.
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(3) After approval of the inplenentation plan, the comm ssion may
el ect to engage in wholesale electric activities under section 3 or 4
of this act by adopting a resolution enabling such activities. The
whol esal e el ectric activities undertaken under section 3 or 4 of this
act shall be consistent with the inplenentation plan approved under
subsection (2) of this section.

(4) A wholesale electric public utility district may at any tine
rescind the resolution electing to engage in wholesale electric
activities under this chapter. After approval of a rescission
resolution, a district my not engage in the wholesale electric
activities under this chapter other than to di sconti nue and wi nd up the
affairs conducted under this chapter. Any such rescission shall not
inpair or nodify any contracts or |eases executed prior to such
rescission and the public utility district shall continue to have the
ability to engage in the wholesale electric activities for and in
connection with such existing contracts and | eases. A rescission shall
not prevent a district at any tinme thereafter fromelecting to engage
in whol esale activities in accordance with this chapter.

NEWSECTION. Sec. 3. Awholesale electric public utility district
engagi ng i n whol esal e power transactions to serve its custoners’ | oad
requirenents may:

(1) Enter into contracts and agreenents with any person or entity,
within or without the state, and may participate in the formation,
function, and operation and be nenbers of or partners in: (a) A
limted liability partnership or limted liability conpany; (b) a
nonprofit corporation; (c) a nutual corporation or association; and (d)
a cooperative association, within or without the state, for carrying
out any of the powers authorized in this title as related to whol esal e
power activities, except those activities set forth in section 4 of
this act. Wen participating in such an entity, the whol esale electric
public utility district shall not assune joint liability for the debts
or acts of other participants, or obtain, or acquire stock ownership or
purchase, sell, exchange, exercise, or otherw se perform any physical
or financial risk managenent instrunents beyond those authorized in
subsection (3) of this section.

(2) Enter into transactions for the purchase or sale of whol esale
power under this chapter by neans of a whol esale power contract or
series of whol esal e power contracts having a total termof three years
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or less without regard to the requirenent of RCW54.16.040. However,
the contract or contracts may only be nade pursuant to a resol ution of
the comm ssion introduced at |east ten days prior to the date of
adoption of the resol ution.

(3) Purchase, sell, exchange, exercise, and otherw se perform any
ri sk managenent instrunent for purposes of protecting against |oss
resulting from price or market fluctuations or for the purposes of
securing the district’'s electrical energy supply. The whol esal e
electric public utility district shall separately track and account for
t he transactions undertaken under this subsection.

(4) A wholesale electric public utility district acting under this
section shall not acquire through condemation electric generation
plants and facilities, acconpanying transm ssion systens, contractual
rights to the output of electric generation plants and facilities, or
contractual rights to access transmssion facilities. Nothing in this
section affects the authority of a public utility district when not
acting under this chapter to condemm property or facilities.

NEW SECTION. Sec. 4. In addition to the activities provided in
section 3 of this act, a wholesale public utility district that is a
surpl us generator may:

(1) Enter into contracts and agreenents with any person or entity,
within or without the state, and may participate in the formation,
function, and operation and be nenbers of or partners in: (a) A
limted liability partnership or limted liability conpany; (b) a
nonprofit corporation; (c) a nutual corporation or association; and (d)
a cooperative association within or without the state for carrying out
the powers authorized in this title as related to whol esal e power
activities and in this section. Wen participating in such an entity,
t he whol esal e public utility district shall not assune joint liability
for the debts or acts of other participants, obtain or acquire stock
owner shi p, or purchase, sell, exchange, exercise, or otherw se perform
any physical or financial risk managenent instrunments beyond those
authorized in section 3(3) of this act.

(2) Purchase, sell, and exchange whol esal e power and ot her services
related thereto without Iimtation on the quantity of the purchases or
sal es, and may construct, purchase, own, control, acquire or operate
el ectric generation plants and facilities and acconpanyi ng transm ssi on
systens for wholesale power transactions without limtation on the
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quantity of the electric energy or capacity generated. Nothing in this
subsection is intended to nodify the energy financing voter approval
act, chapter 80.52 RCW A wholesale electric public utility district
acting under this section shall not acquire through condemation
el ectric generation plants and facilities, acconpanying transm ssion
systens, contractual rights to the output of electric generation plants
and facilities, or contractual rights to access transm ssion
facilities. Nothing in this section affects the authority of a public
utility district when not acting under this chapter to condemn property
or facilities.

(3) Lease its facilities, plants, and properties to nmaxim ze the
operational and econom c efficiency of district’s assets and may enter
into | easeback agreenents, without regard to the procedures of RCW
54.16.180. The | ease and | easeback agreenents nay contain those terns
and conditions as determned by the commssion to be necessary,
i ncludi ng provisions to secure paynents on the |l ease. No |ease shal
be for a termlonger than fifty years. At |least ten days prior to the
public nmeeting at which the proposed |lease is to be considered, the
comm ssion shall cause to have published a notice that includes a
general description of the proposed | ease transaction i n a newspaper of
general circulation in the county in which the district is |ocated.
The comm ssion may use the procedure provided in this section or the
procedure set forth in RCW 54.16.180 when leasing any facilities,
pl ants, and properties.

(4) A public utility district is a surplus generator when during
the year imredi ately preceding the election nmade under section 2 of
this act the district’s average annual net generation fromprojects or
facilities owned and operated by the district exceeds the district’s
average annual | oad requirenent to serve the needs of the district and
its inhabitants and the district continues to use its generation
resources to serve those needs. In the event that a district satisfies
the requirenents in this subsection for status as a surpl us generator
at the tinme of election, any subsequent changes in the district’s net
generation or |oad shall not effect the district’s status as a surplus
gener at or .

NEW SECTI ON. Sec. 5. The followng are exenpt from public
i nspection and copying requirenments of chapter 42.17 RCW Records of
a wholesale electric public utility district obtained by the district
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wi thin one year of the request for disclosure that contain confidenti al
mar ket data or pricing information relating to the purchase, sale, or
exchange of whol esal e power or rel ated services.

NEW SECTION. Sec. 6. The activities authorized in this chapter
shall be in addition to other powers previously conferred upon public
utility districts. This chapter is intended to clarify and suppl enment
the authorities provided under existing law. No inference nay be drawn
that any authority granted under this chapter is not avail able under
existing law. It is the intent of the legislature that public utility
districts be granted the ability by this chapter to engage in the
activities and practices as provided in this chapter, subject to the
limtations set forth, in additionto the authority for such activities
that are express or inplied in other provisions of the law. Nothing in
this chapter shall be construed as affecting the authorities of a
whol esal e public utility district or any other public utility district
to act under existing | aw. Except as specifically provided, nothing in
this chapter shall be construed as affecting a whol esal e public utility
district’s obligations or responsibilitiestoits owm retail customers.

NEW SECTI ON. Sec. 7. This act may be known and cited as the
"public utility district whol esale electric act."”

NEW SECTI ON. Sec. 8. Sections 1 through 7 of this act constitute
a new chapter in Title 54 RCW

NEW SECTI ON. Sec. 9. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

~-- END ---

SB 5817 p. 6



