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S-3402. 3

SENATE BI LL 6188

State of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on
By Senators Fairley, Brown, Kline and Kohl-Welles

Read first time 01/10/2000. Referred to Commttee on Energy,
Technol ogy & Tel ecommuni cati ons.

AN ACT Relating to the restoration of investnments in energy
conservation, renewabl e resources, and | ow i ncone energy services; and
addi ng a new chapter to Title 80 RCW

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

NEW SECTION. Sec. 1. The legislature finds that:

(1) The state of Washington is affected by national, regional, and
state-wi de changes that are transform ng the nature of the electric
power i ndustry;

(2) Washington has along tradition of energy policies that support
energy efficiency and renewabl e energy devel opnent. These policies
have reduced air and water pollution and protected the environnent,
stinul at ed econom ¢ devel opnent, made hones nore confortable, reduced
operating costs for businesses, and nmade industries nore conpetitive;

(3) The Washington state electricity systemstudy, comm ssioned by
the 55th | egislature through chapter 300, Laws of 1998, confirned that
current changes in the electric industry have had the unintended
consequence of shortening utility planning horizons and reducing
incentives for electric utilities to invest in energy conservation and
renewabl e resources;
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(4) The Washington state electricity systemstudy al so found that
there are significant energy conservation resources that cost the sane
or less than the | east costly new el ectric generation options and that
whil e some nonhydroelectric renewable resources may not be cost-
effectiveinthe short-term they provide significant environnmental and
energy system benefits to warrant devel opnent; and

(5) It isin the interest of Washington's econony and environnent
to have a conpetitively neutral and nonbypassabl e nechanismthat w |
assure delivery of all cost-effective energy conservation, provide | ow
i ncone households wth energy efficiency services, and secure
devel opment of new nonhydroel ectric renewabl e resources.

NEW SECTI ON. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Auditor" neans the office of the state auditor.

(2) "Comm ssion" neans the Wshington state wutilities and
transportati on comm ssion.

(3) "Consuner-owned utility" includes a municipal electric utility
formed under Title 35 RCW a public utility district formed under Title
54 RCW an irrigation district formed under chapter 87.03 RCW a
cooperative fornmed under chapter 23.86 RCW a nmutual corporation or
association fornmed under chapter 24.06 RCW a port district forned
under Title 53 RCW or a water-sewer district formed under Title 57
RCW that is engaged in the business of distributing electricity to
nore than one retail electric custonmer in the state.

(4) "Departnent" nmeans the departnment of conmmunity, trade, and
econom ¢ devel opnent .

(5) "Direct service custoner"” nmeans any end-user of electricity who
obtains electricity directly fromthe transm ssion grid and not through
a distribution utility, including those custoners defined in section
3(8) of the Pacific Northwest electric power planning and conservation
act, P.L. 96-501.

(6) "Distribution utility" means any investor-owned or consuner-
owned utility that owns, operates, or manages any distribution plant
for hire within this state.

(7) "CGoverning body" nmeans the board of directors, city council, or
the conm ssioners of any consuner-owned utility as defined in this
section.
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(8) "Investor-owned utility" nmeans a corporation owned by i nvestors
that nmeets the definition of RCW 80.04.010 and is engaged in
distributing electricity to nore than one retail electric custoner in
the state.

(9) "Lowinconme energy efficiency services" includes repairs,
weat heri zation, installation of energy-efficient appliances and
fixtures for | owincone residences, and i nvestnent in new construction
of lowincone households to exceed the state energy code, for the
pur pose of enhanci ng energy efficiency.

(10) "Low-incone" neans a household neeting eligibility guidelines
for the federal |owincone hone energy assistance program

(11) "New nonhydroel ectric renewabl e resource” neans a renewable
resource, renewable resource project or addition to an existing
renewabl e resource project, excluding electric generation facilities
fueled by water, that is contracted by a consunmer-owned utility or
investor-owned utility after Decenber 31, 1999 or starts operation
after Decenber 31, 1999.

(12) "Renewable resources" as defined in RCW 19.29A 010 neans
electricity generation facilities fueled by: (a) Water; (b) wind; (c)
sol ar energy; (d) geothernmal energy; (e) landfill gas; or (f) biomass
energy based on solid organic fuels from wood, forest, or field
resi dues or dedi cated energy crops that do not include wood pi eces that
have been treated with chemcal preservatives such as creosote,
pent achl or ophenol , or copper chrone arsenic.

(13) "System benefits charge" nmeans a nonbypassabl e conpetitively
neutral charge on all end-use electricity custoners and direct service
custoners to fund investnent in energy conservation, renewable
resources, and | owinconme energy efficiency services.

(14) "Total annual revenues fromthe retail sale of electricity
services in the state" neans the total anmount of revenues spent each
year by Washington end-users for electricity services including
di stribution, transm ssion, generation, ancillary services, netering
and billing, transition charges, and other types of costs included in
consuner-owned utility or investor-owned utility electric rates on the
effective date of this act.

NEW SECTION. Sec. 3. (1) Beginning July 1, 2001, and each year
from July 1st to June 30th thereafter, a mninum annual state-w de
energy conservation, renewable resources, and |owinconme energy
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efficiency services investnment standard for investor-owned utilities,
consuner-owned utilities, and direct service custoners is established
equal to at least three percent of the total annual revenues fromthe
retail sale of electricity services in the state.

(2) Each Washington electricity distributionutility shall annually
allocate at | east three percent of the total annual revenues fromthe
retail sale of electricity to consuners withinits distribution service
territory toward nmeeting this standard. Nothing in this chapter limts
distribution utilities fromexceeding this standard.

(3) Each direct service custonmer shall annually allocate at | east
three percent of its total expenditures for electric services toward
meeting this standard. Nothing in this chapter limts direct service
custoners from exceedi ng this standard.

NEWSECTION. Sec. 4. (1) The appropri ate nonbypassabl e col | ecti on
mechanism to conply with the standard and allocation determ nation
outlined in this chapter shall be determ ned by the comm ssion for al
distribution utilities under its jurisdiction. The nechani sm nust be
nonbypassabl e for all custoners regardl ess of energy supplier.

(2) Al consuner-owned utilities wll determine the appropriate
nonbypassabl e collection nechanism to conply with the standard and
al l ocation determ nation outlined in this chapter. The nechani smnust
be nonbypassable for all custonmers regardless of energy supplier.

(3) Any distribution wutility that has fewer than seventeen
custoners per mle of line and has retail electric power rates that
exceed the state average electric power rate as defined by the United
St at es departnment of energy’s energy informati on adm ni stration may, at
its option, adopt a mninmm standard |less than the anmount it is
projected to collect under section 3 of this act, except that in no
case may such a distribution utility spend | ess, on average, than one
and one-half percent of revenues during the first five years after the
effective date of this section

(4) Each direct service custoner shall annually forward to the
distribution utility in the service territory of which the conpany is
| ocat ed an anmount equal to the anount specified in section 3(3) of this
act, less those funds qualifying under section 5(3) of this act. In
determning its total annual expenditures for retail electric services,
the direct service custoner either shall rely on consunption and total
revenue data fromthe 1994 report "Ceneration and Sal es Statistics from

SB 6188 p. 4



0 N O 0o A WDN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

t he Bonnevill e Power Adm nistration” or shall provide docunentation to
the departnment show ng expenditure data for the nbst recent annua
period ending June 30th. If a direct service custoner chooses to
provi de expenditure data to the departnent, fromthat tine forward, the
custoner may no longer rely on 1994 data. Docunentation provided to
the departnent is considered proprietary information. The departnent
can report such information only in the aggregate for all direct
service custoners in the state.

NEW SECTI ON. Sec. 5. (1) Funds shall be allocated for the
fol |l ow ng purposes:

(a) Energy conservation neasures, including but not limted to
| ocal conservation and regi onal market transformation efforts;

(b) New nonhydroel ectric renewabl e resources, including new | ocal
and regional renewable energy projects and research, devel opnent, or
denonstration projects; and

(c) Lowincone energy efficiency services.

(2) The funds collected by investor-owned utilities and consuner -
owned utilities wunder the mninmm standard shall be expended as
fol | ows:

(a) 49.5 percent of the funds shall be allocated at the discretion
of the distribution utility for purposes identified in subsection (1)
of this section. The distribution utility nay use a portion of these
funds for admnistration and evaluation activities related to
i npl ementation of this act;

(b) 14 percent of the funds shall be invested in cost-effective

regi onal ener gy ef ficiency mar ket transformation activities.
Distribution utilities contributing to the Northwest energy efficiency
alliance through their Bonneville power admnistration rates wll be

credited an equival ent anount toward this portion of the charge;

(c) 12.5 percent of the funds shall be forwarded to the departnent
for adm nistering prograns that provide |owinconme energy efficiency
servi ces. These funds may be distributed through the state-w de
network  of weat heri zation assistance program providers for
weat heri zati on of residences occupied by | owinconme househol ds;

(d) 12.5 percent of the funds shall be devoted to the above market
costs of the devel opnent and commerci al i zati on of new nonhydroel ectric
renewabl e resources, renewabl e resource research and devel opnent, and
devel opment and denonstration of distributed renewabl e resources;
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(e) 11 percent of the funds shall be invested in cost-effective
conservation; and

(f) .5 percent of the funds shall be forwarded to the departnent to
fund its responsibilities set forth in this chapter.

(3)(a) Direct service custoners and any end-use custoner of a
distributionutility that uses | arge amounts of electricity (defined as
> 10 aMN per facility) shall receive credit for up to 36.5 percent of
the mninmum standard for the funds that it contributes to the
distribution utility for local installation of energy efficiency
measures, if the custoner invests these funds in docunmented cost-
effective conservation investnents nade in the custoner’s facilities.
Such credit shall not include the custoner’s contributionto | owincone
energy efficiency service costs. |If an independent audit determ nes
there is no avail abl e conservation neasure at the site that woul d have
a sinpl e payback of one and one-half to ten years, the custoner shal
receive the full credit of 36.5 percent of the m ni num standard.

(1) The department wll confirm that energy savings from the
package of energy conservation neasures i npl enented by a direct service
custoner has a cost |less than or equal to the custoner’s avoi ded costs
and each individual nmeasure has sinple payback greater than eighteen
nmont hs. Upon determ nation, a custonmer may apply for a credit for
those costs fromthe | ocal distributionutility to whomthey send their
f unds.

(1i) The distributionutility will confirmthat energy savings from
t he package of energy conservation neasures inplenented by an end-use
custoner under (a) of this subsection has a cost less than or equal to
the custonmer’s avoided costs and each individual neasure has sinple
payback greater than ei ghteen nonths. Upon determ nation, a custoner
may receive a credit for those costs fromits distribution utility.

(b) A direct service custonmer and any end-use custonmer of a
distribution utility that uses |arge amounts of electricity as defined
in (a) of this subsection is eligible for a credit for up to 36.5
percent of the mnimm standard for direct investnents in new
nonhydroel ectric renewable resources for use within the custoner’s
facility.

(c) Adirect service custonmer contributing to the Northwest energy
efficiency alliance through its Bonneville power adm nistration rates
is eligible for a credit for up to fourteen percent of the m ni num
st andar d.
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NEW_ SECTI O\ Sec. 6. (1) On or before Cctober 1, 2002, and
annual ly thereafter, each investor-owned utility nust denonstrate to
the comm ssion conpliance with the m ni mum annual investnent standard
created in section 3 of this act for the annual period ending the
previ ous June 30t h.

(2) On or before Cctober 1, 2002, and annually thereafter, each
consuner-owned utility and direct service custonmer nmust denonstrate to
the auditor, or by independent audit, conpliance with the m nimm
annual investnment standard created in section 3 of this act for the
annual period ending the previous June 30th.

(3) Consuner-owned distribution utilities nmay denonstrate their
conpliance wth the mninmuminvestnent standard "in the aggregate" by
participating in collaborative/consortia efforts with other WAashi ngton
consuner-owned distribution utilities.

(4) If the auditor or conmm ssion determines, within sixty days
after receipt of utility conpliance filing, that a utility has failed
to collect funds to neet the mnimm investnment standard for the

previous reporting period, the distribution utility shall imediately
inplement a tariff to collect a uniform nonbypassabl e system benefits
charge. The tariff will collect revenue equivalent to achieving the

m ni mumi nvestment standard as i f i npl emented according to section 3 of
this act.

(5 If by July 1, 2003, and annually thereafter, the auditor or
comm ssion determnes that a utility’'s conpliance filing shows that
less than ninety percent of funds collected to neet the mninmm
i nvest ment standard have been allocated for the purposes described in
section 5 of this act and if the departnent has allocated nore than
ninety percent of the total funds forwarded to the departnent under
section 5 of this act for admnistering prograns that provide |ow
i ncome energy efficiency services, the unallocated utility funds wll
be forwarded to the departnent for additional investnent in |owincone
energy efficiency prograns. O herwi se, wunallocated funds wll be
carried over for expenditure by the utility in the follow ng year.

(6) Acomm ssion-regulated distribution utility’ s expenses for the
| ocal conservation (excluding |lowincone energy efficiency services)
portion of the funds nust be for cost-effective conservation (based on
avoi ded generation, transm ssion and di stri bution costs, and associ at ed
environnental externality costs) and approved and verified by the
conmi ssi on.
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(7) A consuner-owned utility' s expenses for the | ocal conservation
portion of the funds (excluding | owincone energy efficiency services)
must be for cost-effective conservation (based on avoi ded generation,
transm ssion and distribution costs, and associated environnental
externality costs) and approved and verified by the governing body.

(8) The departnent shall convene a group of stakehol ders, including
the conmm ssion, to advise on the developnment of criteria for energy
conservation, market transformation and renewabl e energy expenditures,
program inplenmentation guidelines that qualify toward the m ninmum
annual expenditure standard, and a dispute resolution process to
address distribution utility or direct service custoner conplaints on
findings of failure to conply with programinpl enentation guidelines.
The departnment wll consider all existing and appropriate criteria and
gui del i nes where applicable, and may rely on work of regional power

planning commttees in determning criteria and guidelines. The
conmm ssion has the final authority to approve criteria and program
i npl ementation guidelines for the investor-owned utilities. The

departnent shall adopt rules for reporting energy conservation and
renewabl e resource expendi tures and energy savi ngs as applicable. No
expendi tures for power fromrenewabl e resource projects nenorializedin
contracts or nmenorandum of under st andi ngs before January 1, 2000, shal
be eligible for neeting the mninmm expenditure standard of this
chapter.

(9) Inthe event that a consuner-owned utility fails to satisfy the
program i npl enent ati on gui del i nes devel oped in subsection (8) of this
section, the departnment wll issue a warning to the nonconplying
utility and provide technical assistance to the utility to inprove
program effectiveness. After two consecutive years of unacceptable
prograns, the departnment wll assume program responsibility and
distribute funds for the nonconplying utility in accordance with the
all ocation fornulas set forth in section5 of this act, except that the
funds to be used for |ocal conservation, excluding |owinconme energy
efficiency services, may, at the discretion of the departnent, be
conpetitively bid to an energy service provider, to an energy
conservation nonprofit organi zation, or to the nonconplying utility to
be spent on energy conservation projects in the nonconplying utility’s
service territory until such time as the nonconpliance is renedi at ed.
During this period of interimadmnistration, the departnment will not
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make any conm tnents greater than three years of the | ocal conservation
funding it is adm nistering.

(10) In the event that an investor-owned utility fails to satisfy
the program i npl enentation gui delines devel oped in subsection (8) of
this section, the commssion will issue a warning to the nonconpl yi ng
utility and notify the departnment, which wll provide technical
assistance to the utility to inprove programeffectiveness. After two
consecutive years of unacceptabl e prograns, the departnment will assune
program responsibility and distribute funds for the nonconplying
utility in accordance with the allocation formulas set forth in section
5 of this act, except that the funds to be used for | ocal conservation
excl udi ng | owi ncone energy efficiency services, may, at the discretion
of the departnment, be conpetitively bid to an energy service provider,
to an energy conservation nonprofit organization, or to the
nonconplying utility to be spent on energy conservation projects in the

nonconplying utility's service territory until such time as the
nonconpliance is renediated. During this period of interim
admnistration, the departnment will not make any commtnents greater

than three years of the | ocal conservation funding it is adm ni stering.

NEW SECTI O\ Sec. 7. (1) On or before Decenber 1, 2003, and
biennially thereafter, the departnent shall submt a report to the
| egi sl ature on the acconplishnents of the investnent standard created
in this chapter and unachi eved cost-effective opportunities, and make
recommendations for revisions to the standard.

(2) On or before January 1, 2010, the departnent shall review and
recommend continuation, nodification, or discontinuation of the m ni num
i nvest ment standard based on an assessnent of the effectiveness of the
standard, market conditions, and unachi eved opportunities.

NEW SECTION. Sec. 8. Sections 1 through 7 of this act constitute
a new chapter in Title 80 RCW

~-- END ---
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