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H 3347. 2

HOUSE BI LL 2290

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Representative Mrris

Read first tine . Referred to Commttee on

AN ACT Relating to restructuring Washington state electric
utilities and opening the electricity market to retail conpetition
amendi ng RCW80. 12. 020, 80. 12. 040, 80. 24.010, 80.28.020, and 80. 28. 050;
reenacting and anmendi ng RCW42.17. 310; addi ng a new section to chapter
41.06 RCW adding a new chapter to Title 80 RCW and creating a new
section.

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

NEW SECTION. Sec. 1. FINDINGS AND I NTENT. (1) The legislature
finds that:

(a) The electricutility industry i s undergoi ng fundanental change.
This change is in part due to federal legislation and regulatory
decisions requiring utilities and other owners of transm ssionlines to
provi de nondi scrimnatory access to the transm ssion system and to
| egislation and prograns in other states to open retail electricity
mar kets to conpetition

(b) Currently, fewWshington citizens can choose their electricity
service providers. The interests of citizens wll be served by having
a choice of electric services and energy providers, if basic saf eguards
relating to consuner protection and access are net, and if investnents
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that preserve the reliability of the electric system and protect the
envi ronment are not under m ned.

(c) The transition to a conpetitive retail electricity market w ||
be significant. At a mninmum active oversight is essential:

(i) To facilitate and encourage the devel opnent of neaningful
mar ket access for all consuners and prevent unwarranted cost shifts
anong consuner cl asses;

(1i) To ensure efficient use and reliabl e operation of transm ssion
and distribution facilities;

(tit) To allow utilities a fair recovery for previously and
prudently incurred investnents that are both unmtigabl e and no | onger
economc as a direct result of inplenentation of this chapter; and

(tv) To ensure mninmm investnment standards are net for
conservation, renewable resources, energy services to |owincone
citizens, and other public purposes; to ensure such investnents are
funded in a conpetitively neutral manner; and to ensure that a viable

fundi ng nechanism wi Il provide ongoi ng adequate investnment in public
pur poses.

(2) The legislature intends to restructure the retail market for
electricity in the state of Washington. |In so doing, the |egislature
i ntends to:

(a) Provide for three neans by which custoners can purchase
el ectric service and products: Through a voluntary power pool; through
an electric utility, marketer, broker, or aggregator; or directly from
an electricity generator;

(b) Provide for the creation of a board to oversee the transition
to a conpetitive retail electricity market; and

(c) Provide for the creation or designation of an independent
operator of the transm ssion system

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

(1) "Aggregator" neans an entity that conbines retail electric
custoners into a group for the purpose of purchasing electricity and
rel ated services.

(2) "Broker" neans an entity that arranges the sal e and purchase of
electricity or related services between buyers and sellers, but does
not take title to any of the electricity sold.

(3) "Conmm ssion"” neans the utilities and transportati on comm ssi on.
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(4) "Consuner-owned utility" means a nunicipal electric utility
formed under Title 35 RCW an el ectric cooperative fornmed under chapter
23.86 RCW a nutual corporation or association fornmed under chapter
24. 06 RCWthat sells electricity toretail electric custoners, a public
utility district formed under Title 54 RCWthat sells electricity to
retail electric custoners, or an irrigation district fornmed under
chapter 87.03 RCWthat sells electricity toretail electric customners.

(5) "Electrical conpany” neans a conpany owned by investors that
nmeets the definition of RCW 80. 04. 010.

(6) "Electric utility" nmeans any electrical conpany or consuner-
owned wutility that is engaged in the business of distributing
electricity to retail electric custoners in the state.

(7) "Electricity" neans electric energy, neasured in kilowatt
hours, or electric capacity, neasured in kilowatts.

(8) "Electricity service supplier” means any person or entity that
sells electricity to nore than one retail electric custoner, including
but not limtedto electricutilities, aggregators, narketers, brokers,
generators or holders of contract rights to electricity (other than
mar keters) that are willing to sell electricity directly to consuners,
the Northwest power exchange, independent power producers, or other
muni ci pal or state authorities.

(9) "lIndependent system operator” neans the independent system
oper ator designated or established by the oversight board, as provided
in section 4 of this act.

(10) "Marketer" neans any entity that buys electricity or rel ated
services then resells the electricity or services either at whol esal e
or to an end-use custoner.

(11) "Northwest power exchange" or "exchange" neans the voluntary
power pool created in section 15 of this act.

(12) "Oversight board" neans the oversi ght board created in section
3 of this act.

(13) "Retail electric custoner”™ means any person or entity,
including but not limted to a residential, commercial, and i ndustri al
consuner, that purchases electricity for ultimte consunption and not
for resale.

(14) "State" neans the state of WAshi ngton.

(15) "Subscription period" neans the tine when a retail electric
custoner is a custonmer of the Northwest power exchange, between the
bal | ot periods provided for in section 17 of this act.
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(16) "Transition period" neans the period beginning July 1, 1999,
and ending no |ater than June 30, 2009.

(17) "Uneconomc wutility investnment"” neans generating assets,
conservation investnents, and contractual obligations to purchase or
sell electricity that were entered into in good faith by an electric
utility before Decenber 13, 1995, and that were prudent at the tine the
obligations were assuned, but that are no | onger econom c as a direct
result of inplenentation of this chapter. "Uneconomc wutility
i nvestnment” does not include costs or expenses disallowed by the
conmmi ssion in a prudence review or other proceeding, but only to the
extent of such a disallowance, nor does it include fines or penalties
as authorized by this chapter or by another statute.

NEW SECTI ON. Sec. 3. OVERSI GHT BOARD CREATED. To ensure that the
interests of all Washington citizens are served by the devel opnment of
a conpetitive retail electricity market, an oversight board is hereby
creat ed.

(1) The oversight board shall consist of five nenbers: One
appointed by the majority | eader of the senate, one appointed by the
mnority |eader of the senate, one appointed by the speaker of the
house of representatives, one appointed by the mnority |eader of the
house of representatives, and one appoi nted by the governor. All board
menbers shall be Washington residents and electricity ratepayers. No
menber shall be a |egislator.

(2) Oversight board nmenbers shall serve three-year ternms with no
limt on reappointnent. O the initial board, one nmenber appointed by
the senate npjority | eader and one nenber appoi nted by the speaker of
the house of representatives shall serve one-year terns; the nenber
appointed by the governor shall serve a two-year term and the
remai ni ng nenbers appoi nted by the senate majority | eader and speaker
of the house of representatives shall serve three-year terns.

(3) For attending neetings of the board or for attending to other
busi ness of the board, nenbers shall be conpensated in accordance with
RCW43. 03. 250 and shal | be rei nbursed for travel expenses in accordance
wi th RCW 43. 03. 050 and 43. 03. 060.

(4) The comm ssion shall provide staff and adm nistrative support
to the oversight board.
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NEW SECTI ON. Sec. 4. RESPONSI BI LI TI ES OF OVERSI GHT BOARD. The
oversi ght board shall have the follow ng responsibilities:

(1) To designate or establish, and to oversee, the independent
system operator, the responsibilities of which are described in
sections 7 through 9 of this act;

(2) To oversee the Northwest power exchange established in section
15 of this act;

(3) To establish eligibility criteria for nmenbers of the governing
boards of the independent system operator and for nenbers of the
Nor t hwest power exchange, to determ ne terns and other conditions for
serving on those governing boards, and to appoint the nenbers of both
governi ng boards within six nonths of the effective date of this act.
In fulfilling its obligations under this subsection, the oversight
board shall provide for conpensation and rei nbursenent of expenses for
menber s of both governing boards. Once the i ndependent systemoperat or
begins collecting charges for transm ssion, nenbers of the governing

board shall be conpensated or reinbursed from revenues of the
i ndependent systemoperator. Once the Northwest power exchange begi ns
selling electricity, nmenbers of +the governing board shall be

conpensated or reinbursed fromrevenues of the exchange;

(4) To serve as an appeals board for decisions of the independent
syst em oper at or governi ng board;

(5) To arrange for the preparation and nmailing of a ballot to al
retail electric custoners in the state, as required under section 17 of
this act, so that custoners nay choose their electricity service
suppliers. The oversight board shall prescribe the kind of information
that may be included with the ballot. 1In addition, the oversight board
shall establish a procedure under which every custoner has the
opportunity, periodically at an accelerated rate, to choose a different
electricity service provider. The oversight board shall determ ne
whet her custoners of the Northwest power exchange who select
alternative electricity service suppliers before the next ball ot period
will be liable for unmtigable costs incurred by the exchange in
antici pation of serving those custoners during the tinme remaining until
t he next ball ot period,

(6) To conplete its additional responsibilities and report to the
| egi sl ature as required under section 5 of this act; and

(7) To performother functions necessary to carry out the purposes
of chapter . . ., Laws of 1997 (this act).
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NEW_SECTI ON. Sec. 5. DETERM NATI ONS AND REPCRT BY OVERSI GHT
BOARD. (1) Wth the assistance of the comm ssion, the oversight board
shall determ ne the foll ow ng:

(a) Appropriate jurisdictional boundaries between the independent
systemoperator and owners of distribution facilities; definitions for
generation, transm ssion, and distribution assets, and other rel evant
terms; and which transm ssion and distribution facilities are subject
to the exclusive jurisdiction of the state;

(b) Appropriate standards for conmuni cati ons between an el ectricity
service supplier’s regulated and unregulated Ilines of business
including, but not limted to, distribution services and sales of
electricity and related services classified as conpetitive by the
conmi ssi on. The comm ssion shall develop recommendations for such
standards and present the recomendations to the oversight board;

(c) Appropriate standards for identifying and val uati ng uneconom c
utility investnents. In fulfilling its obligations wunder this
subsection (1)(c), the oversight board shall determ ne whet her expenses
in mtigating inpacts on utility personnel directly and negatively
affected by inplenentation of chapter . . ., Laws of 1997 (this act)
shoul d be included in the definition of uneconomc utility investnents
and shall determ ne whether and, if so, in what nmanner, potential
uneconom c i nvest nents of the Bonnevill e power adm ni strati on shoul d be
identified, valuated, recovered, or otherwise provided for in a
restructured electricity industry;

(d) Appropriate standards for determ ning whether an electric
utility has nmade all reasonable efforts to mtigate its uneconomc
utility investnents. Standards for evaluating an electric utility’s

efforts to mtigate uneconomc utility investnents shall not require
the utility to inmpair the validity or affect the obligation of a
contract existing on the effective date of this act;

(e) The total sum of costs due to unmtigable, uneconomc utility
investnments incurred by electric utilities. In fulfilling its
obligations under this subsection (1)(e), the oversight board shal
i ncl ude federal l y nmandat ed expenditures for fish mtigation prograns as
uneconom c utility investnents;

(f) The nost appropriate nonbypassable nechanism to allow
i ndividual electric utilities to recover, during the transition period,
fifty percent of the anount of those unmtigable uneconomc utility
investnments the individual utility incurred. The comm ssion shall make
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recommendations to the oversight board regarding any |egislation
necessary to authorize an electric utility, with conm ssion approval,
to i ssue bonds, notes, certificates of beneficial interests in trusts,
or ot her evidences of indebtedness or ownership, that would be secured
by the revenues recovered t hrough the nonbypassabl e nechani sm provi ded
for in this subsection (1)(f). The recommendations shall take into
account whether sone uneconomc utility investnents secure existing
bonds, whether the value of uneconomc utility investnents should be
adjusted periodically, and any other matter the conm ssion deens
rel evant;

(g) The specific public purposes that should receive financial
support from the electricity system and the appropriate |evel of
funding for each. Regarding renewabl e resources, the oversight board
shal | determ ne howto allocate funds anong new, existing, and emnergi ng
technol ogies, and how to allocate funds for efforts to develop a
consuner-driven market for renewabl e generati on as descri bed in section
16(2) of this act. The oversight board shall also determ ne whether
the overall |evel of funding, or allocation of the funding, should
change over tinme and, if so, when and in what manner. In fulfilling
its obligations under this subsection (1)(g), the oversight board
initially shall presune a mninum investnent, and a proportional
al l ocation of that investnent, consistent wwth the recommendations in
the final report of the conprehensive review of the Northwest energy
system dat ed Decenber 12, 1996

(h) The nost appropriate neans of ensuring adequate funding for
public purposes through a flat-rate, nonbypassabl e charge;

(1) Any statutory changes, beyond those in chapter . . ., Laws of
1997 (this act), that are desirable to protect or educate consuners, or
to ensure reliable service at affordable prices to consuners in
sparsely popul ated areas of the state;

(Jj) Any statutory changes, beyond those in chapter . . ., Laws of
1997 (this act), that are necessary to carry out the purposes of this
act; and

(k) Whether action is necessary to encourage the devel opnent of a
market for futures contracts to allow custoners to hedge against
fluctuations in electricity prices.

(2) The oversight board shall formappropriate advisory commttees
conposed of market and nonmarket participants to assist it in
fulfilling its obligations under this section including, but not
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limted to: (a) Addressing jurisdictional i ssues regarding
transm ssion and distribution; (b) devel opi ng standards for defi ning,
identifying, valuating, and mtigating uneconomc utility investnents;
(c) developing an appropriate, nonbypassable nechanism to allow
recovery for fifty percent of unmtigable wuneconomc utility
investnments during the transition period; (d) defining, identifying,
and determ ning the appropriate funding | evel for public purposes; and
(e) devel oping an appropriate neans of ensuring adequate funding for
public purposes through a flat-rate, nonbypassabl e charge.

(3) By Novenber 1, 1998, the oversight board shall report to the
governor and | egislature concerning its findings and activities. The
report shall contain any reconmendati ons the oversight board may have
for further action, including legislation, but shall not contain
proprietary business information of i ndi vi dual utilities, or
i nformati on exenpt from public disclosure under RCW 42. 17. 310.

NEW SECTION. Sec. 6. UNECONOM C UTILITY I NVESTMENTS. (1) Each
electric utility shall provide accurate and conplete witten
docunentation of the utility’'s uneconomc utility investnents, the
val ue of those investnents, and the utility s efforts to mtigate those
i nvest nments.

(2) Using the standards to be devel oped as provided in section 5 of
this act, the conm ssion shall identify and quantify uneconomc utility
investnments for each electric utility, and determ ne whether the
utility has made all reasonable efforts to mtigate costs attributable
to those uneconomc utility investnents.

(3) Fifty percent of the costs attributable to unmtigable,
uneconom c utility investnents shall be recovered fromall custoners on
a nonbypassable basis during the transition period. Any costs not
recovered during the transition period shall be the sole responsibility
of the utility.

(4) The commssion shall facilitate inplenmentation of the
nonbypassabl e recovery nmechani sm as determ ned by the oversight board
under section 5 of this act.

NEW_ SECTI ON. Sec. 7. RESPONSI BI LI TI ES OF | NDEPENDENT SYSTEM
OPERATCOR. (1) An independent system operator shall ensure efficient
use and reliable operation of the transm ssion grid consistent with
achievenment of planning and operating reserve criteria no |ess

HB 2290 p. 8
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stringent than those established by the Wstern systens coordi nating
council and the North Anmerican electric reliability council. The
i ndependent system operator shall be operated on a nonprofit basis.
(2) The independent system operator shall participate in all
rel evant federal energy regulatory conm ssion proceedings. To the
extent filings at the federal energy regulatory commssion are
necessary, the independent system operator shall ensure the filings
request confirmation of the relevant provisions of this chapter and
seek the authority needed to give the independent system operator the
ability to secure generating and transm Ssion resources necessary to
guar antee achi evenent of planning and operating reserve criteria no
less stringent than those established by the Wstern systens

coordinating council and the North Anmerican electric reliability
counci | .
(3) The independent system operator shall adopt inspection,

mai nt enance, repair, and replacenent standards for the transm ssion
facilities wunder its control no later than March 31, 1999. The
standards, which shall be performance or prescriptive standards, or
both, as appropriate, for each substantial type of transm ssion
equi prent or facility, shall provide for high quality, safe, and
reliable service. In adopting its standards, the independent system
operator shall consider: Cost, |ocal geography and weat her, applicable
codes, national electric industry practices, sound engineering
j udgnent, and experience. The independent system operator shall al so
adopt standards for reliability and safety during periods of energency
and di saster. The independent system operator shall require each
transm ssion facility owner or operator to report annually on its
conpliance wth the standards. The report shall be nmade available to
t he public.

(4) The governing board of the i ndependent systemoperator may hire
staff to carry out its duties under this chapter. The staff shall be
exenpt fromthe provisions of chapter 41.06 RCW The conm ssi on shall
provide office space for the staff and accounting and adm nistrative
support.

(5) The governi ng board of the i ndependent systemoperator may form
appropriate technical advisory commttees conposed of narket and
nonmar ket participants to advise the independent system operator
governing board on issues including, but not limted to, rules,
protocol s, and operating procedures.

p. 9 HB 2290
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NEW SECTION. Sec. 8. QUTACGES. The independent system operator
shall performa review follow ng a maj or outage that affects at | east
ten percent of the customers of the entity providing the | ocal
distribution service. The review shall address the cause of the nmgjor
outage, the response tinme and effectiveness, and whether the
transm ssion facility owner or operator’s operation and maintenance
practices enhanced or undermned the ability to restore service
efficiently and in atinely manner. |f the i ndependent systemoperator
finds that the operation and mai nt enance practices of the transm ssion
facility owner or operator prolonged the response tinme or were
responsi ble for the outage, the independent system operator may order
appropriate sanctions, subject to the federal energy regulatory
conmi ssion approving that authority, if such approval is necessary.

NEW SECTI ON. Sec. 9. REPORT BY | NDEPENDENT SYSTEM OPERATOR. The
i ndependent systemoperator, in consultation with the Washington State
Uni versity cooperative extension service, the conm ssion, the Wstern
systens coordinating council, and concerned regulatory agencies in
ot her western states, shall, within six nonths after the federal energy
regul atory conm ssion approval of the independent system operator,
provide a report to the governor and appropriate conmttees of the
| egi sl ature that does the foll ow ng:

(1) Conducts an independent review and assessnment of Western
systens coordi nating council operating reliability criteria;

(2) Quantifies the economc cost of major transm ssion outages
relating to the Pacific intertie and other inportant high voltage |Iines
that carry power both into and fromthe state;

(3) ldentifies the range of cost-effective options that would
prevent or mtigate the consequence of mmjor transm ssion outages;

(4) ldentifies comunication protocols that may be needed to be
established to provide advance warning of incipient problens;

(5) ldentifies the need for additional generation reserves and
ot her vol tage support equi pnent, if any, or other resources that may be
necessary to carry out its functions;

(6) ldentifies transmssion capacity additions that nay be
necessary at certain tinmes of the year or under certain conditions;

(7) Assesses the adequacy of current and prospective institutional
provi sions for the maintenance of reliability;

HB 2290 p. 10
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(8) ldentifies mechanisnms to enforce transm ssion right of way
mai nt enance; and

(9) Contains reconmendati ons regardi ng cost-effective i nprovenents
to the reliability of electric system

NEW SECTI ON. Sec. 10. RELI ABI LI TY OF THE DI STRI BUTI ON SYSTEM
(1) The comm ssion shall ensure that distribution facilities needed to
maintain the reliability of the electric supply remain avail able and
operational, consistent with nmaintaining open conpetition and avoi di ng
an over-concentration of market power. To determ ne whether the
facility needs to remain available and operational, the conmm ssion
shall utilize standards that are no |less stringent than the Wstern
systens coordinating council and North Anerican electric reliability
council standards for planning reserve criteria.

(2) The comm ssion shall adopt inspection, nmaintenance, repair, and
repl acenent standards for the distribution systens of electric
utilities no later than March 31, 1999. The standards, which shall be
performance or prescriptive standards, or both, as appropriate, for
each substantial type of distribution equipnent or facility, shall
provide for high quality, safe, and reliable service.

(3) Insetting its standards, the comm ssion shall consider: Cost,
| ocal geography and weather, applicable codes, national electric
i ndustry practices, sound engineering judgnment, and experience. The
commi ssion shall al so adopt standards for operation, reliability, and
safety during periods of energency and di saster. The comm ssion shall
require each electric utility toreport annually onits conpliance with
the standards. That report shall be nade available to the public.

(4) The comm ssion shall conduct a review to determ ne whet her the

standards prescribed in this section have been nmet. |f the comm ssion
finds that the standards have not been net, the comm ssion nay order
appropriate sanctions, including penalties in the form of rate

reductions or nonetary fines. The review shall be perfornmed after
every nmmjor outage. Any noney collected pursuant to this subsection
shall be used to provide additional funding for the public purposes
identified by the oversight board under section 5 of this act.

NEW SECTI ON.. Sec. 11. NONDI SCRI M NATION I N DI STRI BUTI ON. After
July 1, 1999, an electric utility shall: (1) Provide to other
electricity service suppliers conparable access to information about
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its distribution facilities, netering, and aggregate | oads, as it woul d
to its own divisions or affiliates; and (2) refrain fromgranting to
its generating or transm ssion operations any access to or information
about its distribution facilities that is not provided to other
electricity service suppliers.

NEW SECTI ON. Sec. 12. DI STRI BUTI ON RATES. (1) Every electric
utility shall offer unbundled rates, terns, and conditions for the use
of its distribution facilities and for ancillary services.

(2) Every electric utility shall submt periodic reports to the
conmi ssion on costs the utility incurred in maintaining, upgrading, or
expanding its distribution facilities.

(3) The conmm ssion shall set rates for the use of distribution
facilities and ancillary services. Subject tothelimtation set forth
in this subsection (3), in setting distribution rates, the conm ssion
shall allow a nine percent rate of return to electrical conpanies, and
costs only to consuner-owned utilities. Nothing in this section
requires or authorizes the comm ssion to set rates for the use of
distribution facilities and ancillary services that would inpair the
ability of an electric utility to perform fully its covenants wth
hol ders fromtinme to tinme of its bonds, notes, or other evidence of
i ndebt edness, or to performfully its covenants contained in agreenents
that secure the paynent of bonds, notes, or other evidence of
i ndebt edness of any other nunicipal corporation or joint operating
agency.

(4) The commssion shall ensure that an electric utility’'s
di stribution costs, including but not limted to overhead attri butable
to distribution facilities and ancillary services, are allocated
accurately anong the various classes of custonmers wthout shifting
costs fromone class to another.

NEW SECTI ON.  Sec. 13. SEPARATI ON OF ASSETS AND OPERATI ONS. (1)
No later than January 1, 1999, every electric wutility shall
adm ni stratively and functionally separate its generation
transm ssion, distribution, and other assets and operations to
accurately allocate the costs of utility functions, and to allow for
fair and accurate pricing of unbundled services. Commruni cati ons
between an electric utility's regulated and unregulated I|ines of
busi ness, including but not limted to distribution services and sal es

HB 2290 p. 12
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of electricity and related services classified as conpetitive by the
comm ssion, shall conply with the standards devel oped under section
5(1)(b) of this act.

(2) After July 1, 1999, the comm ssion shall not set the rates,
terms, or conditions for the sale of electricity by electrical
utilities. An electricity service supplier that owns no generating
assets or distribution facilities in the state shall not be consi dered
an el ectrical conpany or a public service conpany under Title 80 RCW
but shall be subject to the requirenments of sections 17 through 21 of
this act.

NEW SECTI ON. Sec. 14. SEPARATE ACCOUNTS. (1) Any electric
utility engaged in selling electricity in the state, or related
services that have been classified as conpetitive by the conmm ssion,
shal | keep separate accounts, as prescribed by the comm ssion, of the
utility's capital enmployed in such business, and of the utility's
revenues and operating expenses arising fromsuch busi ness.

(2) For the purpose of setting distributionrates: (a) The capital
enployed in selling electricity or related conpetitive services shal
not constitute a part of the fair value of the electric utility's
property; and (b) the revenues from and operating expenses of such
busi ness shall not constitute a part of the operating expenses and
revenues of the electric utility.

NEW SECTI ON. Sec. 15. NORTHWEST POWNER EXCHANGE CREATED. An
i ndependent, voluntary power pool, to be known as the Northwest power
exchange, is hereby created. The exchange shall comence selling
electricity on July 1, 1999, and cease selling electricity within six
months of the tine that less than ten percent of the electricity
purchased in the state is purchased fromthe exchange. The exchange
shal |l be governed by a board neeting the criteria established by the
oversight board created under section 3 of this act. The exchange
shall not own any electricity-generating resources.

NEW SECTI ON. Sec. 16. RESPONSI Bl LI TTES OF THE NORTHWEST POWNER
EXCHANGE. (1) The Nort hwest power exchange shall provide an efficient
conpetitive auction, open to all electricity suppliers on a
nondi scrimnatory basis, through which the exchange shall purchase
power for resale to retail electric custoners.
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(2) Initially, one percent of the electricity purchased for resale
by the exchange shall be from renewable resource technol ogies,
including, but not limted to, facilities that use the foll ow ng energy
sources to generate electricity: Solar, wi nd, geothermal, solid fuel
bi omass, whole waste tire conbustion, municipal solid waste that does
not consist primarily of products originally manufactured from fossi
fuels, gas from anaerobic digestion of biological wastes, and
hydropower with a generating capacity of thirty megawatts or |l ess. The
proportion of electricity the exchange purchases from renewable
resource technologies shall increase over tinme, at a rate and in
anounts to be determned by the Northwest power exchange governing
board in consultation with the oversight board created under section 3
of this act. Electricity fromrenewabl e resource technol ogi es shall be
di spatched first.

(3) The Northwest power exchange shall provide an efficient
conpetitive auction, open to all providers of netering services on a
nondi scrimnatory basis, through which the exchange shall purchase
metering services on behalf of the retail electric custonmers of the
exchange, including a nechanismfor leveling fluctuations in the cost
of electricity and rel ated services provided for in subsection (6) of
this section.

(4) The Northwest power exchange shall provide an efficient
conpetitive auction, open to all electricity suppliers on a
nondi scrim natory basis, through which the exchange shall purchase the
power necessary to maintainthereliability of the electricity delivery
system as determ ned by the independent system operator based on the
exchange' s total retail electricity | oad.

(5) The Northwest power exchange shall sell electricity to retai
electric custoners at a price sufficient to recover all costs of the
exchange, but shall be operated on a nonprofit basis.

(6) Prior to July 1, 1999, the exchange shall devel op a neans of
| eveling fluctuations in the cost of electricity and rel ated services
bet ween bal |l ot periods. The neans shall ensure that:

(a) During the first year of operation of the exchange, an i ncrease
in the cost to exchange custoners for electrical service does not
exceed ten percent above the average state-wi de residential rate for
el ectrical service as of July 1, 1999, adjusted for inflation using the
consuner price index for all urban consunmers (CPI-U) published by the
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United States departnment of |abor bureau of |abor statistics, United
States city average, all itens; and

(b) During subsequent years, an increase in the cost to exchange
custoners for electrical service does not exceed ten percent above the
rate charged during the preceding year, adjusted for inflation using
the consuner price index for all urban consuners (CPl-U published by
the United States departnent of |abor bureau of |abor statistics,
United States city average, all itens.

(7) The governing board of the Northwest power exchange may hire
staff to carry out its duties under this chapter. The staff shall be
exenpt fromthe provisions of chapter 41.06 RCW The conm ssi on shall
provide office space for the staff and accounting and adm nistrative
support.

(8) The governing board of the Northwest power exchange may form
appropriate technical advisory commttees conprised of market and
nonmar ket participants to advise the governing board on relevant
i ssues.

NEW SECTION.  Sec. 17. BALLOTS. (1) By January 1, 1999, ballots
shall be distributed to all retail electric customers in the state.
Bal | ots nmust be returned by March 1, 1999. Begi nning January 1, 2000,
as long as the Northwest power exchange exists, custoners shall have
the opportunity, periodically at an accelerated rate, to select, in
witing, a different electricity service supplier.

(2) Different ballots may be prepared for different classes of
cust onmers. Options listed on a ballot nmust include all electricity
service suppliers willing to provide the custoner’s el ectrical service.

(3) Any custoner that fails to select an electricity service
supplier by March 1, 1999, shall be a custoner of the Northwest power
pool .

(4) No one shall authorize a change in electricity service supplier
for any residential or small conmercial customer until the consuner has
recei ved an i nformati on package fully explaining the nature and effect
of the change and has authorized, in witing, the change.

NEW SECTI ON.  Sec. 18. AGGREGATION. (1) Aggregation of custoner
el ectrical load is authorized for all custonmer classes, including, but
not limtedto, residential or snall commercial custoners. Aggregation
may be acconplished by private nmarket aggregators, cities, counties,
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special districts, or on any other basis nade avail able by market
opportunities and agreed to in witing by individual custoners.

(2) A public agency that serves as a conmunity aggregator on behal f
of residential custoners nust offer the opportunity to purchase
electricity to all residenti al custoners wthin the agency’s
jurisdiction.

NEWSECTI ON. Sec. 19. CONSUMER | NFORVATI ON. (1) After Cctober 1
1998, any person or entity that sells electricity to aretail electric
custoner shall disclose each conponent of an electrical bill as
fol | ows:

(a) The total charges attributable to the electricity;

(b) The total charges attributable to the delivery of the
electricity to the custoner;

(c) The total charges attri butable to public purposes as identified
in section 5 of this act; and

(d) The total charges attributable to uneconomc utility
investnments identified and quantified as provided under section 6 of
this act.

(2) Electricity service suppliers shall provide conspi cuous notice
that if a custoner elects to purchase electricity from another
supplier, the custoner will continue to be |iable for paynent of the
charges for public purposes and uneconomic utility investnents. The
conmi ssion may require additional information.

(3) Prior to Decenber 1, 1998, the commi ssion, in conjunction with
electric utilities, shall devise and inplenent a custonmer education
programto inform consunmers of the changes to the electric industry.
The program shall provide information that will assist consunmers in
maki ng appropriate choices regarding their electric service. Every
electric utility shall cooperate with the comm ssion in devising and
i npl enenting the consumer education program

NEW SECTI O\ Sec. 20. REG STRATI ON PROCEDURES FOR CERTAIN
ELECTRI CI TY SERVI CE SUPPLI ERS. (1) Any person or entity that is not an
electric utility conducting business in the state as of January 1,
1999, and that intends to sell electricity after July 1, 1999, to nore
than one retail electric custonmer shall register with the comm ssion
prior to delivering electricity to custoners in the state.
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(2) The registration shall be on a form prescribed by the
commi ssion and shall contain such information as the comm ssion may by
rule require, but nmust include as a mninum (a) The nane and address
of the person or entity; (b) the name and address of its registered
agent, if any; (c) the nane, address, and title of each officer or
director, if any; (d) its nost current bal ance sheet; (e) its |atest
annual report, if any; and (f) a description of the services it intends
to offer. Prior to January 1, 1999, the comm ssion shall create a
standard application formfor applicants to conply with this section.

(3) The commission nmay require as a precondition to registration
t he procurenent of a performance bond sufficient to cover any advances
or deposits the applicant may collect from its retail electric
custoners, or it may order that such advances or deposits be held in
escrow or trust.

(4) The conmm ssion may deny registration to any applicant that:

(a) Does not provide information required by this section or by
conmmi ssi on rul es;

(b) Fails to provide a performance bond, if required;

(c) Does not possess adequate financial resources to provide the
proposed servi ce;

(d) Does not possess adequate technical conpetency to performthe
proposed servi ce;

(e) Does not have adequate ability to respond to custoner questions
and conpl aints; or

(f) Does not otherw se neet the requirenents of this section.

(5) The conm ssion shall take action to approve or issue a notice
of hearing concerning any application for registration within thirty
days after receiving the application. The comm ssion nmay deny an
application after a hearing.

NEW SECTI ON.  Sec. 21. CONSUVER PROTECTION. (1) Any electricity
service supplier offering to sell electricity to retail electric
custoners shall, at the tinme of the offering, provide the potentia
custonmer with a witten notice describing the price, terns, and
conditions of the service, an explanation of the applicability and
anount of the charges for public purposes and uneconomc utility
i nvestnents, and a notice describing the potential custoner’s right to
rescind the contract. The conmm ssion shall assist electricity service
suppliers in developing the notice. The comm ssion may require
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inclusion of additional information that would be useful to the
cust omer.

(2) Acontract to purchase electric serviceis effectiveonly if in
witing and signed by the custoner and electricity service supplier.

(3)(a) In addition to any other right to revoke an offer,
residential and small commercial custoners have the right to cancel a
contract for electric service until mdnight of the third business day
after the day on which the custoner signs an agreenent or offer to
pur chase.

(b) Cancell ation occurs when the custonmer gives witten notice of
cancellation to the electricity service supplier at the address
specified in the agreenent or offer.

(c) Notice of cancellation, if given by mail, is effective when
deposited in the mail properly addressed wi th postage prepaid.

(d) Notice of cancellation given by the custoner need not take the
particular formas provided in the contract or offer to purchase and,
however expressed in witing, is effective if it indicates the
intention of the custoner not to be bound by the contract.

(4) A consuner damaged by a violation of this section by an
electricity service supplier is entitled to recover all of the
fol | ow ng: (a) Actual damages; (b) reasonable attorneys’ fees and
court costs; (c) exenplary damages, in the anmount the court deens
proper, for intentional or willful violations; and (d) equitable relief
as the court deens proper.

(5) The rights, renedies, and penalties established by this section
are in additionto the rights, renmedies, or penalties established under
any other |aw.

(6) Nothing in this section abrogates any authority of the attorney
general to enforce existing | aw

Sec. 22. RCW42.17.310 and 1996 ¢ 305 s 2, 1996 c 253 s 302, 1996
c 191 s 88, and 1996 c 80 s 1 are each reenacted and anended to read as
fol |l ows:

(1) The followi ng are exenpt from public inspection and copyi ng:

(a) Personal information in any files naintained for students in
public schools, patients or clients of public institutions or public
heal th agencies, or welfare recipients.
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(b) Personal information in files maintained for enployees,
appoi ntees, or elected officials of any public agency to the extent
t hat disclosure would violate their right to privacy.

(c) Information required of any taxpayer in connection with the
assessnent or collection of any tax if the disclosure of the
information to other persons would (i) be prohibited to such persons by
RCW82.32.330 or (ii) violate the taxpayer’s right to privacy or result
in unfair conpetitive di sadvantage to the taxpayer.

(d) Specific intelligence information and specific investigative
records conpiled by investigative, |aw enforcenent, and penology
agencies, and state agencies vested with the responsibility to
di sci pline nmenbers of any profession, the nondisclosure of which is
essential to effective |aw enforcenment or for the protection of any
person’s right to privacy.

(e) Information revealing the identity of persons who are w tnesses
to or victinms of crinme or who file conplaints with investigative, |aw
enforcenment, or penology agencies, other than the public disclosure
comm ssion, if disclosure would endanger any person’s life, physica
safety, or property. If at the tinme a conplaint is filed the
conplainant, victimor witness indicates a desire for disclosure or
nondi scl osure, such desire shall govern. However, all conplaints filed
with the public disclosure comm ssion about any elected official or
candi date for public office nust be nade in witing and signed by the
conpl ai nant under oat h.

(f) Test questions, scoring keys, and other exam nation data used
to adm nister a license, enploynent, or academ c exam nati on.

(g) Except as provided by chapter 8.26 RCW the contents of real
estate appraisals, made for or by any agency relative to the
acquisition or sale of property, until the project or prospective sale
is abandoned or wuntil such tinme as all of the property has been
acquired or the property to which the sale appraisal relates is sold,
but in no event shall disclosure be denied for nore than three years
after the appraisal

(h) Valuable fornulae, designs, drawings, and research data
obt ai ned by any agency within five years of the request for disclosure
when di scl osure woul d produce private gain and public | oss.

(1) Prelimnary drafts, notes, recomendations, and intra-agency
menor anduns i n which opinions are expressed or policies formnmul ated or
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recommended except that a specific record shall not be exenpt when
publicly cited by an agency in connection with any agency acti on.

(Jj) Records which are relevant to a controversy to which an agency
is a party but which records would not be available to another party
under the rules of pretrial discovery for causes pending in the
superior courts.

(k) Records, maps, or other information identifying the |ocation of
archaeol ogical sites in order to avoid the looting or depredation of
such sites.

(I') Any library record, the primary purpose of whichis to maintain
control of library materials, or to gain access to information, which
di scl oses or could be used to disclose the identity of a library user.

(m Financial information supplied by or on behalf of a person
firm or corporation for the purpose of qualifying to submt a bid or
proposal for (i) a ferry system construction or repair contract as
required by RCW 47.60.680 through 47.60.750 wor (ii) highway
construction or inprovenent as required by RCW47.28. 070.

(n) Railroad conpany contracts filed prior to July 28, 1991, with
the utilities and transportati on conm ssi on under RCW81. 34. 070, except
that the sunmaries of the contracts are open to public inspection and
copying as otherw se provided by this chapter.

(o) Financial and conmmercial information and records supplied by
private persons pertaining to export services provided pursuant to
chapter 43.163 RCWand chapter 53.31 RCW and by persons pertaining to
export projects pursuant to RCW 43. 23. 035.

(p) Financial disclosures filed by private vocational school s under
chapters 28B. 85 and 28C. 10 RCW

(q) Records filed with the utilities and transportati on conm ssion
or attorney general under RCW80.04.095 that a court has determ ned are
confidential under RCW 80. 04. 095.

(r) Financial and conmmercial information and records supplied by
busi nesses or individuals during application for |oans or program
services provided by chapters 43.163, 43.160, 43.330, and 43. 168 RCW
or during application for economc developnent |oans or program
services provided by any | ocal agency.

(s) Menbership lists or lists of nmenbers or owners of interests of
units in timeshare projects, subdi vi si ons, canping resorts,
condom niuns, |and developnents, or comon-interest comunities
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affiliated with such projects, regulated by the departnent of
licensing, in the files or possession of the departnent.

(t) Al applications for public enploynent, including the nanes of
applicants, resunes, and other related materials submtted with respect
to an applicant.

(u) The residential addresses and residential tel ephone nunbers of
enpl oyees or volunteers of a public agency which are held by the agency
i n personnel records, enploynent or volunteer rosters, or mailing lists
of enpl oyees or vol unteers.

(v) The residential addresses and residential tel ephone nunbers of
the custoners of a public utility contained in the records or lists
held by the public utility of which they are custoners.

(w) (i) The federal social security nunber of individuals governed
under chapter 18.130 RCWnaintained in the files of the departnent of
heal th, except this exenption does not apply to requests nmade directly
to the departnent from federal, state, and |ocal agencies of
gover nnent and national and state |icensing, credenti al i ng,
i nvestigatory, disciplinary, and exam nation organi zations; (ii) the
current residential address and current residential tel ephone nunber of
a health care provider governed under chapter 18.130 RCWnai ntained in
the files of the departnent, if the provider requests that this
information be wthheld from public inspection and copying, and
provides to the departnent an accurate alternate or business address
and busi ness tel ephone nunber. On or after January 1, 1995, the
current residential address and residential telephone nunber of a
health care provider governed under RCW 18.130. 140 maintained in the
files of the departnent shall automatically be withheld from public
i nspection and copying unless the provider specifically requests the
information be released, and except as provided for wunder RCW
42.17.260(9).

(x) Information obtained by the board of pharmacy as provided in
RCW 69. 45. 090.

(y) Information obtained by the board of pharmacy or the departnent
of health and its representatives as provided in RCW 69.41. 044,
69. 41. 280, and 18. 64. 420.

(z) Financial information, business plans, exam nation reports, and
any information produced or obtained in evaluating or examning a
busi ness and industrial devel opnent corporation organized or seeking
certification under chapter 31.24 RCW
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(aa) Financial and comrercial information supplied to the state
i nvestnment board by any person when the information relates to the
investnment of public trust or retirenent funds and when disclosure
woul d result in loss to such funds or in private loss to the providers
of this information.

(bb) Financial and val uable trade i nformati on under RCW51. 36. 120.

(cc) dient records maintained by an agency that is a donestic
vi ol ence program as defined in RCW70.123.020 or 70.123.075 or a rape
crisis center as defined in RCW70.125. 030.

(dd) Information that identifies a person who, while an agency
enpl oyee: (i) Seeks advice, under an informal process established by
the enploying agency, in order to ascertain his or her rights in
connection with a possible unfair practice under chapter 49.60 RCW
against the person; and (ii) requests his or her identity or any
identifying informati on not be discl osed.

(ee) Investigative records conpiled by an enploying agency
conducting a current investigation of a possible unfair practice under
chapter 49.60 RCWor of a possible violation of other federal, state,
or local laws prohibiting discrimnation in enploynent.

(ff) Business related information protected frompublic inspection
and copyi ng under RCW 15. 86. 110.

(gg9) Financial, commercial, operations, and technical and research
informati on and data submtted to or obtained by the clean Washi ngt on
center in applications for, or delivery of, program services under
chapter 70.95H RCW

(hh) Information and docunents created specifically for, and
coll ected and mai ntained by a quality i nprovenent commttee pursuant to
RCW 43. 70. 510, regardless of which agency is in possession of the
i nformati on and docunents.

(1i) Personal information in files maintained in a data base
created under RCW 43. 07. 360.

(jJ) Custonmer-usage records of an agency that distributes
electricity to retail electric consuners.

(kk) Financial or commercial information furnished to or devel oped
by an agency as part of a proposal, bid, or negotiation for electricity
or related services.

(2) Except for information described in subsection (1)(c)(i) of
this section and confidential 1inconme data exenpted from public
i nspection pursuant to RCW 84.40.020, the exenptions of this section
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are inapplicable to the extent that information, the disclosure of
whi ch woul d vi ol ate personal privacy or vital governnental interests,
can be deleted fromthe specific records sought. No exenption may be
construed to permt the nondisclosure of statistical information not
descriptive of any readily identifiable person or persons.

(3) Inspection or copying of any specific records exenpt under the
provisions of this section may be permtted if the superior court in
the county in which the record is nmaintained finds, after a hearing
with notice thereof to every person in interest and the agency, that
the exenption of such records is clearly unnecessary to protect any
i ndi vidual’s right of privacy or any vital governnental function.

(4) Agency responses refusing, in whole or in part, inspection of
any public record shall include a statenent of the specific exenption
authorizing the withholding of the record (or part) and a brief
expl anation of how the exenption applies to the record w thhel d.

Sec. 23. RCW80. 12. 020 and 1981 c¢ 117 s 1 are each anended to read
as follows:

No public service conpany shall sell, |ease, assign or otherw se
di spose of the whole or any part of its franchises, properties or
facilities whatsoever, which are necessary or useful in the performance
of its duties to the public, and no public service conpany shall, by
any neans what soever, directly or indirectly, merge or consolidate any
of its franchises, properties or facilities with any other public
servi ce conpany, w thout having secured from the comm ssion an order
authorizing it so to do: PROVIDED, That this section shall not apply
to any sale, |ease, assignnent or other disposal of such franchises,
properties or facilities to a special purpose district as defined in
RCW 36. 96. 010, city, county, or town.

After July 1, 1999, this section does not apply to the generating
assets of any electrical conpany.

Sec. 24. RCWS80.12.040 and 1961 c 14 s 80.12.040 are each anended
to read as foll ows:

No public service conpany shall, directly or indirectly, purchase,
acquire, or becone the owner of any of the franchises, properties,
facilities, capital stocks or bonds of any other public service conpany
unl ess authorized so to do by the conm ssion. Not hi ng contained in
this chapter shall prevent the holding of stocks or other securities
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heretofore lawfully acquired or prohibit, upon the surrender or
exchange of said stocks or other securities pursuant to a
reorgani zati on plan, the purchase, acquisition, taking or holding by
the owner of a proportionate anount of the stocks or other securities
of any new corporation organized to take over at foreclosure or other
sale, the property of the corporation the stocks or securities of which
have been thus surrendered or exchanged. Any contract by any public
servi ce conpany for the purchase, acquisition, assignnent or transfer
to it of any of the stocks or other securities of any other public
service conpany, directly or indirectly, wthout the approval of the
commi ssion shall be void and of no effect.

After July 1, 1999, this section does not apply to the generating
assets of any electrical conpany.

Sec. 25. RCWB80.24.010 and 1994 ¢ 83 s 1 are each anended to read
as follows:

Every public service conpany subject to regulation by the
conmmi ssion shall, on or before the date specified by the comm ssion for
filing annual reports under RCW80.04.080, file with the comm ssion a
statenent on oath showing its gross operating revenue fromintrastate
operations for the precedi ng cal endar year or portion thereof and pay
to the comm ssion a fee equal to one-tenth of one percent of the first
fifty thousand dollars of gross operating revenue, plus two-tenths of
one percent of any gross operating revenue in excess of fifty thousand
dol |l ars: PROVI DED, That the fee shall in no case be |ess than one
dol | ar.

The percentage rates of gross operating revenue to be paid in any
year may be decreased by the commssion for any class of conpanies
subject to the paynent of such fees, by general order entered before
March 1st of such year, and for such purpose such conpani es shall be
classified as foll ows:

El ectrical, gas, water, telecomunications, and irrigation
conpani es shall constitute class one. Every other conpany subject to
regulation by the commssion, for which regulatory fees are not
otherwise fixed by |law shall pay fees as herein provided and shall
constitute additional classes according to kinds of busi nesses engaged
in.

Any paynment of the fee inposed by this section nade after its due
date shall include a late fee of two percent of the anount due.
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Del i nquent fees shall accrue interest at the rate of one percent per
nmont h.

After July 1, 1999, the requlatory fees of electrical conpanies
shall not be based on revenue from generating assets.

Sec. 26. RCWS80.28.020 and 1961 c 14 s 80.28.020 are each anended
to read as foll ows:

Whenever the commi ssion shall find, after a hearing had upon its
own notion, or upon conplaint, that the rates or charges denmanded,
exact ed, charged or coll ected by any gas conpany, el ectrical conpany or
wat er conpany, for gas, electricity or water, or in connection
therewith, or that the rules, regulations, practices or contracts
affecting such rates or charges are unjust, unreasonable, unjustly
discrimnatory or unduly preferential, or in any wise in violation of
the provisions of the law, or that such rates or charges are
insufficient to yield a reasonable conpensation for the service
rendered, the comm ssion shall determne the just, reasonable, or
sufficient rates, charges, regulations, practices or contracts to be
thereafter observed and in force, and shall fix the sane by order.

After July 1, 1999, this section does not apply to the rates and
charges for electricity sold by electrical conpanies toretail electric
cust oners.

Sec. 27. RCWS80. 28.050 and 1961 ¢ 14 s 80.28. 050 are each anended
to read as foll ows:

Every gas conpany, electrical conpany and water conpany shall file
with the comm ssion and shall print and keep open to public inspection
schedules in such form as the comm ssion may prescribe, show ng al
rates and charges made, established or enforced, or to be charged or
enforced, all forns of contract or agreenment, all rules and regul ati ons
relating to rates, charges or service, used or to be used, and all
general privileges and facilities granted or allowed by such gas
conpany, electrical conpany or water conpany.

After July 1, 1999, this section does not apply to the rates and
charges for electricity sold by electrical conpanies toretail electric
cust oners.

NEWSECTI ON. Sec. 28. A newsection is added to chapter 41. 06 RCW
to read as foll ows:
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In addition to the exenptions under RCW41.06. 070, the provisions
of this chapter do not apply to staff of the independent system
operator exenpt under section 7(4) of this act or to staff of the
Nort hwest power exchange exenpt under section 16(7) of this act.

NEW SECTI ON.  Sec. 29. CAPTIONS. Captions used in this act do not
constitute part of the | aw

NEW SECTI ON. Sec. 30. Sections 1 through 21 of this act
constitute a new chapter in Title 80 RCW

NEWSECTI ON. Sec. 31. SEVERABILITY. 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 ---
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