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HOUSE BI LL 2831

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on
By Representatives Crouse and M el ke

Read first tinme 01/21/98. Referred to Conmttee on Energy & Uilities.

AN ACT Rel ating to unbundling the conponents of electrical service;
creating new sections; and declaring an energency.

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

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

(1) Historically, retail electricity custonmers in the state have
purchased el ectrical service fromvertically integrated utilities with
recogni zed service territories.

(2) Most retail electricity custoners pay a set rate for a package
of electrical services, the conponents of which are not separately
identified in bills for service.

(3) The electricity industry is changing. This change is in part
due to federal legislation and regulatory decisions requiring utilities
and ot her owner s of transm ssi on facilities to provi de
nondi scrim natory access to the transm ssion system to | egislation and
prograns in other states to introduce conpetition into retai
electricity markets, and to progranms within this state to all ow sone
custoners either to purchase electricity fromalternate suppliers or to
have their utility purchase electricity for themat market-based rates.
The change is also due to developnents in technology and in the

p. 1 HB 2831



© 00 N O Ol WDN P

e o
o 0o A W N PP O

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

electricity market that make it increasingly feasible for retail
electricity custoners to purchase individual conponents of electrical
servi ce separately.

(4) As opportunities increase to purchase electrical service
conponents separately, the inportance of accurately allocating costs
anong those conponents will also increase. Accurate cost allocations
will facilitate accurate pricing of individual conponents of electrical
service, and alleviate potential concerns about cost shifting between
conponent s where one conponent i s subject to conpetition and another is
not, and about cost shifting between custoner classes or between
custoners within a single class.

(5) At present, there is no uniformy applied cost allocation
met hod, and there are no uniformy accepted conprehensive definitions
of sone conponents of electrical service. |In part for these reasons,
the extent to which cost allocations currently differ fromone electric
utility to another is unknown.

NEW SECTI O\ Sec. 2. DEFI NI TI ONS. The definitions in this
section apply throughout chapter . . ., Laws of 1998 (this act) unless
the context clearly requires otherw se.

(1) "Comm ssion" neans the utilities and transportati on comm ssi on.

(2) "Conservation" neans an increase in efficiency in the use of
energy use that yields a decrease in energy consunption whil e providi ng
t he sanme or hi gher | evels of service. Conservation includes | owincone
weat heri zati on prograns.

(3) "Consuner-owned utility" nmeans a nunicipal electric utility, an
el ectric cooperative, a public wutility district, an irrigation
district, a port district, or a water-sewer district that i s engaged in
t he business of distributing electricity to retail electric custoners
in this state.

(4) "Control area services" neans scheduling, reactive power,
Sspi nni ng reserves, voltage control and regul ation, | oad follow ng, and

other related services necessary to sustain reliable delivery of
electricity.

(5) "Delivery services" nmeans the services needed to deliver
electricity to a retail electric custonmer using transm ssion,
distribution, and related facilities. Delivery services include
control area services, and the real property upon which the delivery
pl ant, equi pnent, and other delivery infrastructure is |ocated.
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(6) "Electric cooperative" neans a cooperative or association
organi zed under chapter 23.86 or 24.06 RCW

(7) "Electric nmeters in service" neans those neters that record in
at |l east nine of twelve calendar nonths in any cal endar year not |ess
than two hundred fifty kilowatt hours per nonth.

(8) "Electrical conmpany” neans a conpany owned by investors that
nmeets the definition of RCW80.04.010 and i s engaged i n the busi ness of
distributing electricity to retail electric custoners in the state.

(9) "Electric utility" nmeans any el ectrical conmpany or consuner-
owned utility as defined in this section.

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

(11) "CGoverning body" nmeans the council of a city or town, the
conmi ssioners of a municipal electric utility, anirrigation district,
or public utility district, or the board of directors of an electric
cooperative that has the authority to set and approve rates.

(12) "lIrrigation district" neans an irrigation district authorized
by chapter 87.03 RCW

(13) "Municipal electric utility" neans a city or town that owns or
operates an electric utility authorized by chapter 35.92 RCW

(14) "Port district" neans a port district within which an
i ndustrial district has been established as authorized by Title 53 RCW

(15) "Public wutility district" nmeans a district authorized by
chapter 54.04 RCW

(16) "Renewabl e resources” neans electricity generation facilities
fuel ed by: (a) Water; (b) wind; (c) solar energy; (d) geothernal
energy; or (e) low em ssion organic nontoxic biomass energy based on
solid organic fuels fromwood, forest, and field resi dues, or dedi cated
energy crops avail able on a renewabl e basi s.

(17) "Retail electric custonmer"”™ neans any person or entity,
including, but not [imtedto, aresidential, commercial, or industrial
custoner, that purchases electricity for ultimte consunption and not
for resale.

(18) "Small utility" means any consumer-owned utility with twenty-
five thousand or fewer electric neters in service, or that has an
average of seven or fewer customers per mle of distribution |ine.

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

(20) "Unbundl e" neans to separately identify, and allocate costs
to, different conponents of electrical service.
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(21) "Water-sewer district” neans a water-sewer district authorized
by Title 57 RCW

NEW SECTI ON..  Sec. 3. UNBUNDLI NG COVPONENTS OF ELECTRI CAL SERVI CE
AND RELATED PRCODUCTS. (1) Except as provided in section 5 of this act,
by Septenber 30, 1998, every electric utility shall unbundle the costs
of its assets and operations, to accurately allocate the costs of
utility functions in serving each class of retail electric custoner,
and to allow for fair and accurate pricing of unbundled services and
products. However, nothing in chapter . . ., Laws of 1998 (this act)
shal |l be construed as requiring an electric utility to set new rates.

(2) At a mninmum an electric utility shall allocate costs
separately for generation capacity and energy supply, delivery
services, nmetering, custoner account services including billing,
prograns to support conservation or renewable resources other than
hydroel ectric power, marketing and sales, general admnistration and
overhead, and other products and services. Wthin the category of
delivery services, an electric utility shall allocate costs separately
for transm ssion, distribution, and control area services.

(3)(a) By Septenber 30, 1998, each el ectrical conpany shall submt
a cost study described in subsection (4) of this section to the
commi ssion. The comm ssion shall review each cost study in an open
public neeting to determ ne whether the filing neets the requirenents
of this section, and to identify any issues in dispute.

(b) Except as provided in section 5 of this act, by Septenber 1,
1998, each consuner-owned utility shall submt a cost study described
in subsection (4) of this section to its governing body in an open
public neeting. The governing body shall determ ne whether the study
meets the requirenents of this section. By Cctober 1, 1998, each
consuner-owned utility shall submt the cost study to the departnent of
community, trade, and econom c devel opnent.

(4) The cost study required of each electric wutility under
subsection (3) of this section shall include the foll ow ng i nformation:

(a) A description of the fundanental cost study theory proposed,
such as fully enbedded costs, marginal or increnental costs, or sone
conbi nati on thereof;

(b) A detailed description of the functions of electrical service
unbundl ed;

HB 2831 p. 4



©O© 00 N O Ol WDN P

e T
w N R O

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30
31
32
33
34
35
36

(c) The cost accounts allocated to each of these functions, and, if
proportional allocation of accounts between functions i s necessary, the
proposed net hodol ogy;

(d) For wutilities that operate in nore than one state, the
all ocation of total costs attributable to operations in Washi ngton;

(e) For each class of retail electric custoners, the nethod by
which the utility calculated and all ocated costs anong the functions;

(f) The principles and theory that form the basis for the
all ocations under (c) through (e) of this subsection;

(g) If the wutility proposes to use nmarginal costs for any
functions, a clear description of those functions and the rationale for
this choice; and

(h) The tinme period over which cost data was conpil ed.

NEW SECTI ON. Sec. 4. ANALYSI S OF REPORTS--REPORT TO THE
LEG SLATURE. (1) The departnment of community, trade, and economnc
devel opnent shall receive, analyze, and summari ze the studi es required
of consuner-owned utilities under section 3 of this act.

(2) By Decenber 1, 1998, the departnent and conm ssion shall
prepare a joint report on the results of the cost studies required
under section 3 of this act, and shall submt the report to the energy
and utilities commttees of the senate and house of representatives.
The report shall include the follow ng information:

(a) A summary of the cost studies submtted by electric utilities;

and

(b) Qoservations regarding the consistency or |ack of consistency
anong utilities in cost-allocation nmethods and in descriptions of
unbundl ed functi ons.

In the report, the commssion shall also describe any issues
arising fromthe cost studies submtted by electrical conpanies.

NEW SECTI ON.  Sec. 5. REQUI REMENTS FOR SMALL UTILITIES. (1) The
| egislature finds that: (a) Small wutilities operate on a nonprofit
basis, and typically serve rural areas where the cost of providing
servi ce exceeds that of urban areas; (b) nost small utilities are full-
requi renents custoners of the Bonneville power adm nistration and do
not purchase electricity and rel ated products and services individually
for resale to utility custoners; and (c) the additional expense of
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unbundling is likely to significantly outweigh the potential benefits
to small utilities.

(2) The provisions of section 3 of this act do not apply to a snall
utility. However, nothing in this section prohibits the governing body
of a small wutility from determning the utility should unbundl e and
conply with any or all of the provisions of section 3 of this act
applicable to other consuner-owned utilities.

(3) Asmall utility whose governi ng body has determ ned the utility
shoul d unbundl e i s encouraged, but not required, to submt a cost study
described in section 3(4) of this act to the departnment of community,
trade, and econom c devel opnent.

NEWSECTION. Sec. 6. CAPTIONS. Captions used in this act are not
any part of the | aw.

NEW SECTI ON. Sec. 7. EMERGENCY CLAUSE. This act is necessary for
the i nmedi ate preservation of the public peace, health, or safety, or
support of the state governnment and its existing public institutions,
and takes effect i medi ately.

~-- END ---
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